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Me otandum TENNESSEE VALLEY AUThIORITY 
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To : John L. Malcolm, Bureau of Science and Technology, AID
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 Conrad B. Kresge, Administrator, International Fertilizer Section, TVA
 

DATE November 17, 1981
 

SUBJECTJ: TRIP REPOR'I TO LIMA, PERU, OCTOBER 17-23, 1981
 

The purpose of the trip was 
to represent AID by presenting a paper and
 
participating in the formal and informal discussions of the FAO/FIAC

Latin America Regional Seminar on Fertilizer Pricing Policies and
 
Subsidies. 
 Thirteen of the 22 invited Latin American countries were
 
represented: Argentina, Bolivia, Brazil, 
Colombia, Costa Rica, Dominican
 
Republic, Ecuador, El Salvador, Guyana, Honduras, Mexico, Peru, 
and
 
Venezuela. Nicara-tia had planned to 
participate but at the "last
 
minute" decided not to be represented. The 13 presented country reports
 
on fertilizer pricing policies an6 subsidies; most were high-quality

presentations. One set of the country reports and the special papers

presented is available in 
the International Fertilizer Section. 
 A copy

of the provslonat prograne outline is attached.
 

Peru's respons11)ilIty as host for the seminar was carried by the government
association called ENCI (Empresa Naciona] de Comercializacion de Insumos).
Once Dr. John Couston, FAO, v:as on the scene to end the confusion, ENCI 
proceeded very well with the arrangements. This organ ization also
presented the main portion oi the Peru report. The special papers 
presented are listecd on the attachled provisional programme under "synthesisof country UnderreporU; ." "ler tilizer Sutppljy, '"Mr. Ricardo Fort of 
Peru presented the paper on Fertilizer Infrastructire and Distrilbtion 
System while Mr. Wladlrir Puggina of Braz I (ANDA) presented the onc on 
Fertilizer 1)1st rlbutAon and Yarm Credit. Frank alsoleissner diS:cussed 
the working,; of t Nit, eramaeri1can Development Bank (HI) . Because of a 
la;t minute conflict, the conferenco was held at the Touring y AutomovlI 
Club (11 Peru, rather thain at, AIl)l. as Indicated in the attached conference 
olpeni ng 
remarks by Mr. Antonito Iotel-Alela, FAO egional Repres(,nLatve
for Latin Aierlca. Note l,; reference to a probiabl1e Near East. reg tonal 
semlinar of th; type i11 1982. 

Vollowln;, are ';om gleanln,, I Tr.ade((ba.d;(, i ti
0e varilon,;Iproce dings and 
discuss ons dumr ing the comufvi,(ruCC: 

I. Import requirenients InmLatiin Anmerica are evst11 inat ed to be: 

1979/80 198,5/86
 

N 52% 260 
11205 427%7 
K2O 100% 907 

[nvrr~v 'lThe major In product loun its expv'ited from ra'z1i , Mexlto, 
and Trlnidad. 

il I '., Savii' I l11 l, .'"fil/a, 111IIh1 Il'),I .atvil,g]i I'll 
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2. 	 MULTIFERT was created out of the 
1973-74 "fertilizer crisis"
 
to obtain by pooling better conditions for fertilizer purchase
 
and sale in Latin America. Current members are Bolivia, Costa
 
Rica, Cuba, Ecuador, Guatemala, Mexico, Nicaragua, !anama, Peru,
 
and Venezuela. There are some indications of emerging activity
 
for MULTIFERT.
 

3. 	 Mexico is the only government in Latin America with a direct
 
subsidy on fertilizer; in fact, it controls all dlements of fertilizer 
production and prices. Peru has just initiated what amounts to 
a subsidy on fertilizer transportation costs within the country.
Venezuela dropped its fertilizer subsidy program in March 1981. 
Generally, the country reports reflected a dissatisfaction with\
 
direct fertilizer subsidies. There seemed to be more interest /
in programs to subsidize crop markets and )rices. 

4. 	 The conference requested that the U.S. present an outline of its 
incentives to farmers to use fertilizers. After consultation 
between the U.S. representatives, Mr. Richard Rortvedt, USI)A-ERS,
presented the U.S. "picture." This included crop support and set
aside programs, tax incentives to farmers and industry In general, 
and support of research and development. The group was very
Interested in the indirect types of "'subsidies" used by the U.S. 

5. 	 Several formal and Informal reports and discussions focused on 
fertilizer quality control and the possible governm-nt role therein. 
For example, the Dominican Republic Is. concerned that the current 
industry quality control may be Inadequate. Colombia and Argon, tna 
seemed pleas5;ed with their government control ptograms. 

6. 	 Several countrtLS, parl:culrly Colombla, pleaded for help ]n
developing an organized way to get accurate Coun try data on which 
to bas e govetrnmen It programs. ('lI me need for reliable country data 
wan stres.sd dluring the confrence,.) 

7. 	 Cenerally, country part Icipai we'r vry a 'prv.Lt ivv, of Il&n 
opportunity to f-ormal ,lnd i I i(Omally d ,1u,; gov(v'rnmllt programs 
that have il have not1 ;uc,',,..dcd. 

8. Attnmpts ws,r, wadl, I" gt a cojiif lenc', oiil1';In'nss ; dlsc'unned:li vs 
at tl P ;-I r nVi r. III l, ,,. iinatlli ly ;Itc(c mpl :;Ived to :,wii, dtj,,rte- In 
tilt' con-clui ons o, the :;vtmiiii r whicl'li will )e ;ivalilabl. at a later 

will lSc ,oomh, of po [i :; 	 tripdaIte, but i l t tlie (II i'cu!!ad In till'. 
report. 

http:stres.sd
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One-half day during the seminar was devoted to a field trip to 
the
Fertilizantes Sinteticos S.A. "FERTISA" plant at 
Callao, Peru (Port of
Lima). Main fertilizer products at the relatively small plant are

ammonium nitrate and ammonium sulfate. 
 The plant seemed relatively well
 
run but activity was slow during the time of our visit.
 

Finally, I spent several hours at the USAID offices in Lima. 
 Agriculture
Division representatives Loren Schulze and John O'Donnell were on leave
 or in the U.S. However, I had a long discussion with Jack Rosholt,
Chief of the Regional Development Division. 
 Jack was very interested in
extension to Peru of the TVA experience in regional development. Ileft some material with him on the International Shortcourse on Agri
cultural Resource Development to be offered by IVA-USDA in May-June1982. 1 also invited him to visit TVA concerning his regional development
work and interests. 

CBK:DE
 
Attachments
 



FAO/FIAC Latin America Rog-lonal Seminar on 
Fertilizer Pricing Policies and Subsidiea 

PROVISIONAL PROGRA,24E 

1. 	General
 

U) Role of fertilizer in agricultural development - ]R, Rortvedt 

b) International Fertilizer Supply, Demand and Prices with emphasis 
on Latin America - J.W. Couston and P. Louis 

2. 	Country Reporto 

a) Presentation by participants of the fertilizer situation in their 
country (outline attached) 

b) Synthesis of country reports: 

(i) 	 Fertilizer Uoe 

- Fertilizer response by main crops 
;A. Cohen 

Fertilizer use and food self-aufficieney 

(1i) Eoonomicu; of Fertilizer Une
 

- Fertilizer/crop price relationshipa 	 ) 
) C. Kresge

- Farmer incentives and inoomes ) 

- Constrainto to fortilizer use - P. Louis 

(iii) Fertilizer Supply 

- Fertilizer infraJ tructure 
and conotr-.into 

and distribution system, efficiencies 
) Tw .. lcturern from the 

(iv) 
~'c-~n.=! 

ircin ZPlii
fvoz e"~re,) 

region. Can you 
t- nanrne? 

suggeast 

- Fertiliz.er pricing inoluding, uubuidios - J.W. Couston 

- Crop 	 pricing including crop iniurance- J. Abbot/Q44o-I er-gs

(v) 	 Fertilizer lol iciel and rfamim,.o 

- Ana]i.yiti of ultcrnativo inlicie.i nd .meatiure. for fertilizer 
utin devel op:.int of pirticpating countrio:a - 14. luchtk r 

tum,%rY and Con ivilotri 3 

http:Fertiliz.er


OUTLINE FOR COUNTRY REPORT
 

1. 	The Country in Brief - Basic facts of country and thp role of
 

agriculture in the national economy, with particular reference to
 

food production.
 

2. 	Fertilizer Supply - Production, imports, exports, consumption,
 

prices infrastructure and distribution system to farm, including 

farm and distribution credit.
 

3. 	Fertilizer Promotion - Recommendations for fertilizer use, fertilizer
 

response by major crops.
 

4. 	 Economics of Fertilizer Use - Fertilizer/crop irice relationships, 

pricing policies and incentive measures, Includi'ig subsidies for 

fertilizers and crop support prices. 

5. 	 Constraints to Fertilizcr Use - Physical and cronnnr-I 

6. 	 Plans for Increasiny, the Economic Use. ol- Fertilizers - Overcoming physical 

and economic constraints and long-term plan,;, policies and measures for 

increasing fertilizer use particularly by amall-scale farmers to increase 

their crop production and incomes. 



Lima, 19-23 Octob r, 1981 

Opening Statement 

Distinjuished Pdrticipants, Ladies and Gentlemen 

I wish to welcome you to this Seminar on behalf of FAO, 

FIAC and the Government of Peru which ki ndly agreed to host 

this Seminar. We thank the Government of Peru for inviting 

us to hold this ,cr inar in this lovely city of Lima. Thanks 

are also due to ENC-[, the National Enterpri;e for InpuL 

Marketing for the arrain(jeimnts it has made to hold the Seminaran ... , titutionto; ~ r h 
and to AL]I)IE,, the A,_;.oc.iation of FiLnacing T-t, f-or the 

Developi:,2t:nt of Latin America For providing the excellent 

confcrunce fad ] t:ie.; 

Di tLi ,ui-.sed Participants, Ladie-s- and Gentlemen, I 

beli\v , you all kno..' whiat. FAQ stands for. However, you may 

not Call ]:nowv vl it, t~L. fou: let:ters F, 1, A, C. or I'E, AC s Land 

for . Thewy ",tand fo,- the rnLi.] i ,: ]nd U try Advi- ;o ry Commi.ttte. 

This Coiii. Lt e ..,in; it.JAL.] ish:d by ihe .ir ectL, -Genera of FA 

20 y'cia.':; ;i11.o \ ';L t i:' YI O tLi] .. ,' 1'W jr ,r, , :;t,,,t,.'!,:; 
111wltlc~(l|IVull er: tilw ]"l.((Ic ;ll :ll[)l (li ],lll" ' I|[: )); 

o l t ;l(. i" i ' (' I ]"e vhli - i l " to ), ) I i "' )-.: o III-C C. 

t.i 

(IfJ ll~,1,d I .' '{ I, I I . ' c I ' |i 1 .1 tvjiA,' S t TI I o 

flo wii i' I()- 0t1 1:kI * II I?-) i , 1(.11:.1"c, tI II1) 'I'. 

( ),)') ll03 J ki* /. 



1960, thertili.xor Projrt.I11ni11 has8 oparatea i),48 devl-' 

~jjV;'opincj~counriQs throu hout tha world; oelavan, in, Latin iiorjca 
thpy are the six countries in' Central niurica and Ecuador, 
Columbia, Paraguay, Blrazil and Peru, in South'Ame~rica. 

'Siiica 


The purpose of the Fertilizer Prograni is~to assist 

governments in promoting the efficiont to of fertilizer, 

particularly amongst small 'farmers, an ononof the principal,'
 

means of increasing their crop and food production and their
 
incomes.
 

Tho Projrammo Ias carried out. hundrods of thousainds of 
fertilizer rials-- -and: donit ationsuinfarmrs tields-and-


trained thousands of extension workers. The results show
 

that when used correctly fertilizers do not'cost, they pay!
 

On average the value of the crop response in those 

trials and domonstrations was worth over 2 to noaly 5 time
the cost of the fertilizer applied, doponding on the country 

and the crop. For all crops and all countries,, the average 

best response was 67 percent and the return wa 3.8 or 

nearly 4 times the cost of the fortiliser applied. 

bot avoragJ
For Latin America, potatoes showed th o 

reaponse of 150 percent with a return of 7.8 times the cost
 

of tho fertilizer applied. The lowt boat response of 83
 
percent wait on cott~on which gavo an average roturn of 2.8 
timos the coot of tho fertilizor. Tho ruujonno of ricu wast 
101 percent and the roturn wan 4.7 timesu the coot of tho 
fortilizo% The comparable figures for groundnuts was 97 
percent and ;6.7 and for maize 84 percent,and 2.2. 

It must be repeated that those rasults were obtained 
in the fieldn of amall farmern. 

To oupport th Frtilnzor rogritmo FTIC lhtaa numler 

of llorking Pairtles which doij) ith Clio touoltil nnd economic: 
arocai or fortIlIzor %ito,warkatintj aind crodit. 
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Vhe WrncParty on: the Elooics of5 Frtilizer Use' i±6 
rviiponsaiblo for thisi Seminar. It ±is the third in tho series 
of~ regionn~ seminar, the ifiret two ha~ving Peen held in Bangjkok, 
Jhail~and for As±ia and the Fak East aind in'Dakctr, Senegal for 
French and English speaking African countries. It is intended 
to have a similar seminar for the N~ear E~ast region~in 1982. 

Let us look at food production in the Latin America region.
 

If the p oesent
trend of production and demand continues, the
 

Latin America rogion as a wtole will only cover 83 prcent of
 

its food rocjuirements by the year 2000 - significant drop from 
p cn-±F957h~AQ 'st'dy7-- cjritut:-o Toward- 2Q00"? 

howoor, indicates that the Latin America region is capable of 

attaining an annual average growh.rato in its food production of
 

3.8 percent (3.8% cereals), which if attained would cover the 
expected growth in demand. 

To achieve this increase in food production will, howvor,
 
require the more widespread adoption of improed technology such 

as tho use of fertilizer and othor inputs to increase crop 
yields. It is recognized that f4,rtilizors have so far accounted 
for more than 50 pocont of the increase in crop yields throughe. 
the world. 

Trho success of high-yiolcling variotios, particularly of 
rice and wheAt, has buun largoly bocauno of~thair rosponna-f2c 
to fartiliztsrs. In upito of Lhu fairly rapt4(!.-nitU1UU in 
fertilizer connumption In uomeo countrias in the region, the 
average uso por hectaro of agricultural land at about 44 

kilograms of the thruo major nutriento combined, in still 
only a third that of thb devopod c.:.n..i. Thio partly 
oxplaina why yields of foodcrops in Latin America aro still 
rolativoly low. ThO avorago coreal yield for oxamplo in about 

1.6 tona per hoctaro. 

S'A)io avhioveitnt of highor crop yloldu and groator production, 

depand, on a coubIn,,tion or factor . PortilIzorn and improvod 
uotidu havo airoacly hoon moti.li-Jokd. 1u o~iur are watir, 

txicio and good c c man nit(ont jpraotican. 



Aother important input is crdit, especiallyo drec t 

to asisting small farmers. It is gnerally required td o nabie W< 
them to purchase sufficient quantities of the diferent iputs. ' 

itis also important that the inputs are available in sufficient, 

quantity within easy reachof farmers when they, Want them. 

The ready and timely availability, of credit and other inputs
 

will have an influence on the farmers use of thmn,but the. most>0
"~" .oecut~ ,, 
cing'the farmers decision to do so, 

the prospect of increased crop producton and greater financial 

returna. Epurionco shows that appropriate policies which 

compelling factor influz is
 

provid -- theoonomic-'-i -,tivf or-farmors - to-use -ferti lize a

and other inputs esui Li in higher yields and greater crop 

production. 

The most common forms of incentivas provided to farmers 
arc price supports and input subsidies. Crop insurance is 
also'of importance in some countries. 

When considoring prices of fertilizers and crops, although 
their level is important, of major concern to the farmer is 
their relationship. Subsidies can help to kceep price relation

favourablee especially when an input such as fertilizer 
in first introduced and farmoro are being encouraged to use 
it, and during porioda of cost-prico aczuoclzon. 

-ships 


it in intorosting to notu that the grwt'-.i rato of fertilizer' 
usa has bxon groator in countries with diract fertilizer subsidios 
than in countrias without such subsidios. Between 1970 anid 1900 
the growth rato of fortilizar consumption in tho Near Baut was 
10.3 parcent for countries with direct fertilizer subsidies 
but only 6.5 percent for those without. Xn Africa tho 
comparable figures woro 15.3 and 8.8 porcont and in Latin 
AmricA 12.6 and 7.4 percant. Xn the Par IHant and Pacific 
region, whare all countriau had diraL rortiliuar suIbidiea, 
the growth in fertilixer conuuniptio;', dtiring tho period vonr 1d.7 
purconL. 



K Althoucjh i r is extfn:AJIv p roductioso booh i±votQc;k 
and nrops in- Latin Anericar most armrsein the vatiiAmerica 

r:... . . .. m n .... 

region, hspecialloy those raising food crops, hav small holdings. 

o gratly, the gain multiplied by thImillionsof farms, 
would havo a trepmendous impact on the food supply of Latin 

Amnerica and the world. 

Iti estimnated that 26 percent of the reui.red increase 

in food production to feed the world populati.n in the year 2000 
will coma from the expansion ofcultivated land, th aremaining 

72 prcu of thu incroase must coie frouhiljhar yiolds and 

~ t_' f is bk ddfa~tdgreaterIi~iorif~~prdcivt hsy ml frs inresevea : 
to account for 50 percent of the increase.
 

Since it is the small farmer that produces most of th 

food in the developing countries it will be in the villages 

where the strugglo to produce more food will be won or lost. 

It is for this reason that the Director-General of FAO now 
insists that all agricultural prajects must have criteria and 
approaches which will benefit tho small* farmer.
 

The value of this Seminar is the opj~oitunity it provides 
for the exchange of your experiences so as to better dosign and
 
implement policias-and naauros which will provide tho iuicantivo 
for the smiall farmoro in anch of your countries to incroaso 
their crop procluction and inconi. 

The prasonco here of those who Pin)o or implement input and 
crop production policies' for countries in tho region and of inter
nationcal exportn will be particularly usuful in nuch an oxchango. 

I wish you a succounful mooting. Your doliboraio,9 howivor, 
will only ))e of value to smuall farmorn if govcsrnmont policy 
ousharn anid fertilize r Iproducarn adopt nnd finplainant those 
ffl11ltuMui rocjuirad by loarr for tharn to ttaa fertilizers 

i'rrtitcbly to raitte thoir crop production and incomon. In 
othcir wiorda, forUilizor policy inuot W~ parL of fooud policy if 
food produutloii iv to bu incruanad. 


