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FROM :  Conrad B. Kresge, Administrator, International Fertilizer Section, TVA
DATE  : November 17, 1981

SUBJECT: TRIP REPOR1 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 discussicns 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, lcuador, El Salvador, Guyana, Honduras, Mexico, Peru, and
Venezuela. Nicaragua had planned to participate but at the "last
minute' decided not to be represented. The 13 presented country reports
on fertilizer pricing policies ang subsidies; most were high~quality
presentations. One set of the country reports and the special papers
presented is available in the Tnternational Fertilizer Section. A copy
of the provisional programme outline is attached.

Peru's responsibility as host for the semlnar was carried by the government
association called ENCI (Empresa Nacional de Comercializacion de Insumos),
Once Dr. John Couston, FAO, was on the scene to end the confusion, ENCI
procceded very well with the arrangements.  This orpanization also
presented the main portion of the Peru report., The special papers
rresented are listed on the attached provisional programme under "synthesis
of country reports." Under "Fertilizer Supply," Mr, Ricardo Fort of

Peru presented the paper on Fertilizer Infrastructure and Distribution
System while Mr., Wladlmir Puggina of Brazil (ANDA) presented the ono on
Fertilizer bistribution and Farm Credit. Frank Meissner also discussed

the workings of the Interamerican Development Bank (BID).  Because of a
last minute conflict, the conference was held at the Touring y Automovil
Club del Peru, rather than at ALIDE as indlcatoed in the attached conference
opening, remarks by Mr, Antonfo Botel-Aleia, FAO Regional Representative
for Latin America. Note his reference to a probable Near East replonal
seminar of this type In 1982,

Followlng arc some gleanings 1 made based on the various proce dings and
discussions daring the conference:

1. Tuport requirements In Latin America are estimated to be:
1979/80 1985/806
N« - 527 267,
P20, 27 W77
K20 100% 907

The major lncreanc In N productlon {s expected from Brazll, Mexico,
’?( and ‘I'rintdad.

Buy 18, Savings Bondy Regadardy on the Payroll Suvings Plan



2

Billy J. Bond
John L. Malcolm

TRIP REPORT TO LIMA, PERU, OCTOBER 17-23, 1981

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 Venczuela. 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 clements of fertilizer
Froduction 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‘j>
direct fertilizer subsidies. There seemed to be more interest
in programs to subsidize crop markets and prices.

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, USDA-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 rescarch 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 Dominfean Republic is concerned that the current
industry quality control may be Inadequate.  Colombia and Arpen tna
seemed pleased with their government control programs,

6. Several countries, particularly Colombia, pleaded for help in
developing an organized way to get accurate country data on which
to basce government programs,  (The need for reliable country data
was stressed during the conference,)

7. Cenerally, country participants were very aporecliat ive of the
opportunity to formally and informally discuss povernment programs
that have and have not suceceded,

8. Attempts vere made to pet a conference consensus on fnosues di seunged
at the semlnar,  This was ftonally accompl bshed to aome degree In
the conclusions ot the seminar which will be avallable at a later
date, but will fnclude some of the polnts discussed In this trip
report.,
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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 USATID offices in Lima. Agriculture
Division representatives Loren Schulze and John O0'Donnell were on leave
or in the U.S5. 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. I

left sowme material with him on the International Shortcourse on Agri-
cultural Resource Development to be offered by TVA-USDA in May-June

1982. 1 also invited him to visit TVA concerning his regicnal development
work and interests.

{ued.

CBK:DE
Attachments



1. General

FAO/FIAC Latin America Ropgional Seminar on
Fertilizer Pricing Policies and Subsidies

PROVISIONAL PROGRAMME

i) Role of fertilizer in ngriculiural development — R, Rortvedt

b) International Fertilizer Supply, Demand and Prices with emphasig
on Latin America —~ J,W, Couston and P, Louis

2, Country Reports

8) Presentation by participants of the fertilizer situstion in their
country (outline attached)

b) Synthesis of country reports:

(1)

(1)

(1i1)

(iv)

(v)

Fertilizer UEE

~ Fertilizer response by main crops
A. Cohen

~ Fertilizer use and food self~sufficiency

Economica of Fertilizer Use

~ Fertilizer/crop price relationshipa )
) C. Kresge
-~ Farmer incentives and inoomes )

— Constraints to fortiliser use - P. Louis

Fertilizer Supply i

~ Fertilizer infrastructurs nnd distribution pyotem, efficiencies
and constraints Twe 1tcturers from the
_ region, Can you suggest
w Foriilizes diziribulion end form oredid oy nanon?

Pricini Policien

~ Fertiliver pricing inocluding subsidion — J.W,. Cousnton
~ Crop pricing including crop innurance — J. Abbott/hT—Robef*mr

Fertilizer Policies and Neanuren

=~ Anilynio of wlternantivo policlen nnd meanuren for fertilizer
une developusnt of participating countries - M, fudioar

3, Swmary and Conolualonn
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5.

OUTLINE FOR COUNTRY REPORT

The Country in Brief ~ Basic facts of couriry and the vole of

agriculture in the national economy, with particular reference to

food production.

Fertilizer Supply - Production, imports, exports, consumption,

prices infrastructure and distribution system to farm, including

farm and distribution credit,

Fertilizer Promotion - Recommendations for fertilizer use, fertilizer

response by major crops.

Economics of Fertilizer Use - Fertilizer/crop >rice relationships,

pricing policies and incentive measures, includi.g subsidies for

fertilizers and crop support prices.,

Constraints to Yertilizer Use - Physical and econowic.

Plans for Increasing the Economic Use ol Fertilizers - Qvercoming physical

and economic constraints and long-tcrm plans, policles and measures for
Increasing fertilizer use particularly by small-scale farmers to iucrease

thelr crop production and incomes.
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FAO/I'TAC REGITONAL SEMINAR ON FERTILIZER
PRICING POLICILS AND SULSIDILES

Lima, 19-23 October, 1981

Opening Statement

Distinguished Participants, Ladies and Gentlemen

I wish to weclecome you to this Seminar on behalf of FAQ,
FIAC and the Government of Peru which kindly agreed to host
this Scminer. We thank the Government of Peru for inviting
us to hold this €eminar in this lovely city of Lima. Thanks
arc also duc to ERCI, the National Enterprise for Input
Markecting for the arrangements it has made to hold the Scminar
and to ALIDE, the Association of Financing Iastitutions for the
Development of Latin America jor providing the excellent

conference facilitics,

Distipqguised Participants, Ladies and Gentlemen, I
belicve you all knowr what FAO stands for. However, you may
not all know what the four letters I, T, A, C or”FERAC“stnnd
for. They stand for the FPertili 0 Industry Advisory Committcee.
This Commtitee was estalliched by the bircctor-General of FAO
20 ycears ago whoen the FAO Pertilizer Pyogramme was started
under the Preedom 'rom Hunger Compaign banney . The purposce
of the Frecdow From Hanger Campaign wis Lo mohi 1 ize recources
from non-qgovernmeutal sources for agricaltural development
projects in the developing vorld,  There was no United Nations
Dovelopirent Progr cor s ab that time nor did governments divectly
fincnce projects operated by United Nations agencics then.  Thede

develop: nla came later.,

Therefore 1V1AC vas crcated to provide financial and
technicodd ansistonce to the PAO Pervtiliver Progromee, . stil
doct no to-day  bhut post of the tinaacial ancistance to the

Prograiicee povy conocn fron donor governtentag,
















