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INTRODUCTION
 

The objective of this study was to develop a preliminary economic 

and technical analysis for the establishment of a fertilizer bulk 

blend plant for the cooperative sector in Costa Rica. 

A preliminary investigation determined that the Covernment owned 

productien faciLity known as 
Fertica has approximately 160,000 tons of
 

slrl[)ius; ,,,ipcity. The ':,"MtructiUf or a hulIk 1)1lend p lant will. aJ(ld to 

this surplus and decrease the efficiency of the entire fertilizer 

industry in the country. The operation of a hulk blend plant appears
 

to be marginal for the immediate future.
 

Bul k blend iq plant.,s have been ;uccessrfn iii the midwetern United 

States. Transportation is qeneraLly an important; component in the 

eventual price of fertilizer. tMixing operation:; have eliminated some 

of tie freigiht mo;t of' plant. food. Raw mLt,,ridll; ait shipped frm the 

most economical 
 co(JI] ce to the locale of the en'] user. They are 

phys ical ly c,url i ,n'- t, pr' ,'i,:: t; ,e , it fed i Ii ?,,r or.r-[t Jrale 


formula. Yheiu'ical mix fertilizr are produced At. central factorya 

usingj a vatir.ty of ii m rterial s)urces. The fi ni;lshe, product iq then 

shipped to the consumer. 'Ibis system may entail overlapp ing freightj 

a raw material may often be shipped throuqh th,. vicinity of a group f 

consumers to a tact ory anl then sihipped ba.k to th same are'a in the 

http:vatir.ty


form of a complete fertilizer. A considerable saving to the retail 

customer could have resulted if the raw material had been deposited 

for blending on the first trip through the uq;, site.
 

Further economies may result in the physical mixing of small 

quantities of fertilizer. Twenty five hundred tons of chemical mix 

fertilizer is cornsidered to he the ininimum quantity which may be 

fabricated econoically in a sinq Ie prluction cycle. Specialty 

fertilizers ug iny specific formulas or micronotrients may not be 

commercially available in 'hemical process [ertilizeri and therefore 

must be physically blended. Ifigher analysis plant food formulas may 

also be blended physically; there are limitat ions in the analysis of 

chemica l mix ift iik ,I ,. 

There can he ,isadvantag.; in tl mu;,e oK bulk blended materials. 

The inicomlpatibility of soueI Lyeq of ha: ic !;ubs;tances may produce 

a'h;,,mical. reactioims M to li.y.and 1,'ad ilo, t Plhysica1 segregation may 

occur due to ,i h-i,.rwmc.; in tlo n,iz, ini] shape of granules. Uneven 

distribution dur ian ap] ication may r'.uLIt due to the varying weights 

of granular part i ls. Raw nmttr ia for lbulk i1 c'n,] ifng must be 

unito im ly ,ia" tel. rlrv nt-r;, .inol (:(,!;t becuurIe rawTiK .i iAd i 

imat,_.iak ;, in ,o0 it t lo i lp," l.n e:,I,,) m:lmical Kt u11lat, ion. 

The Co!t'I lai,-:,n IOrt. i vizz ,,ikt i l,,.O:;t,1 Ior many yearsn ii 

with a majority if chemical Iy , c>mplete [ertiliz.ru. Widelh I 

raljilj intprviws i i ,kt,, tht th re w; ,a uefrinit, lr(feren,:e for 

http:ertiliz.ru


this type of proJuct, particularly 
among small and medium sized
 

producers. This predilection is manifested 
in the ;trong opinion that
 

a bulk blend of the same 
formula as a chemical mix would have to be 
at
 

icast ten perc.nt cheaper to command the markt. ,Large producers or 

multinational companies seem much les; likely to hold this prejudice 

against )hysical mixes.
 

None of the raw materials used ii commercial fertilizer are 

available in Costa Rica. The basic elements of plant food or the
 

fini.;hd pro(Iduct,; must )o imp)o ted for ,Ijt i,:-ulhiual u!;e. The extent 

to which value is added to raw materials locally is the extent to 

which foreign exchanje is saved. The chemical process provides for 

the addition of more value to the fertilizer ,tloallythan does a bulk 

blending operation. Additionally, local chemical 
fabrication provides
 

for the pos;ibhility of export s;ale; or [or the e<chInge of finistled 

product for raw materials. The impartation of inputs for bulk 

blending doe; iot provide for the:;e pos;ibilities. 

i"I'
RTI CA
 

There ins a chemical procen;s [ertilizur planit iWi C;ta Rica which 

has surplus capacity. Fertica, the fertiliz, nanuf act uri nga and 

market ing compa ny, was'; pu rchwa;, I 1qy [i, (, v' n11e n t I Co: ai ca in 

1980. A Mexican company haid )waLm'it,, the plant 1,,r ten y,,arsj the 

sales price was .lplroximatLely twent y millin ,lollar. Inclml,:d in the 

PuIClnase price wa; off Wan ice illinj vial,mml at two) milli on ,ullarr,
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which is now being used by the Gov,i n1 :lnt of ('osta Rica. Payment for 

the plant is extnuied over ue,'vzial y,.r. ; wi h a Ir' ,:nt.,jal interest 

rate. There in ali:g, in a'reement, tlh t W>:)i will 1mply O)qtta Rica 

with ammonia, an impjort ant ra. mat,.iial, at tlh ,eut world market rate 

available with (Wai t oly ajuii lnt'; in pi ia',. Th", 'pla-'.in,.n cot 

of the mlanuiacAutlii i nJ ,,qu il)[11Pnt a-1 it i, il't,,l . len in the 1p1.allt wouIrl 

have been (l,. huniltl- twenty million dollarI,. Thm world market value 

of the plant at t b, t i mo of purcha;e froin the liexican was 

approximately [ifty to nixty' i[lion 1ol a rs. 

Th: Flrtica faility ,t Puntarona..; consis;ts of the followinqt 

No.1 Ni[t i A, I Ilan! , t.l,. y , I 160 m'lp ,215 'hO 

No.2 Nitric A iA lait, 22, .ii',' fj, I412 t-" o,, 

Contact Sulltuti, PlanLt., 200 Mi',,iy, ii utlIopeat ive 

N).1 Amiln inmon tPli t I ant,, 1 VIT/,' 

nin :,n11. , ;ill .int , 1,0) ', MIl L o erative
 

N 1Pi, li .-. i,L int , .1 t) u M1','o 1. , r
 

lMilk Ill ni ['"it i izv''r Plant., ,it] 'iUA, 

.lwI.&W1)I,, i 1 I f, I ' lj' lt ' ; u,. t1,r I ir IIll ti lh ,r n,;ii y 

am!+* low ,l+,io;it. Int-,lu,+n, for z,+g ip"Itl: ral and, induJ~lrini nleoq. 

PO W =lu+'ionl appf",,,I -. ' h,I,,,,' ,I' I l it! 'Jo, it y. 



The Sulfuric Acid and Aimronium Sulfate plants are idle due to the 

availability of low cost by-prtiduct aio,)nium !;ulfate and the high cost 

of imported sulfur. 

The NPK ,t Wti zer pl1ant utilize; the P4C process for 

NitrophospLite pt,,i,; ion. The plant is typical for European 

fertilizers and utilizen two granulators for production. Although 

somewhat uncommon Lw tlh, cHimatr, it is adequate and meets the 

demand for the (rah, voriation in this area. 

Fertica's produ':tion hai approached the 250,000 Metric Ton per 

year level, ,i Vt:ibhutce an, fol lown: 

ComIplft., ,', i' I,'.,rt igi,'r, 95,000 MI'
 

Ilmmoniu,ml'i ilti' 4,,000 M'T
 

A'ntiiii n 1 l 11!,t.,,l 4' 0 1q'
 

Atlmn)i un lit rdt- , t itifiz r 5 ,(q00 MI 

ln'Iustrial p ,hrI:tn hive a tjri1nchol th., 10,5010 Metric 'Ton level, 

distri hute, ai fol lows: 

Ailim, niiil Ili fit., Ifl1i';tli~jij *il s',I. 24,000 111T 

Sulhf uric Acid 5,000 M-T 

lJittic AciI 500 I,'
 

hlm M01 wa ill
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The plant rcreives Anhydro Aimnmonia by ;hi p and off loads 

directly into plant storage via p ipeliine lm the mooring. Solid raw 

materials are t.rannhi,pe,1 via hai(ge thitouh a canal to the plant. 

Product fro, this'; plant cin he ;hipped] via truck, railroad inland 

or via harge; to the harbor tor ,ex!port. 

The ;t!xOrai, az( i i,; 'apacilty 1,r 25,000 Met ic Town of bulk 

materials Ind 40,00 Metric 'Ton;of haqj-pd prouct. 

The FeLica Plant. ap)ea,.'ar; (t to! iii t:xceI Iill. c n'itior. The plant 

and equi pment haIive boon ,di-lCluatIoly inaitained,] and shouldl be capable of 

many year. ()t 1'H)IuiLion. 'Tie bulk blent plant i'; of r,'e',nt vintatje, 

proiuct-,,; i ,: ut. i,, irI 1hi1.1; " .:: 7 ,,i t . 'We Fe rtica 

manl,-iI' j; tM ',, 1te I 'xj)'rt ' "in h,,'; t,'nii':'I 1 to ade(uately 

'puitat.ti I MainLt.ain thi; I ,:i i ty. pitlo/ ni'it I',v,'l '; at Fertici do 

nuit ''''' i t, I ' "xc,';:; i V' 1 ) p 'it. )ft th' plant at normnal 

rohict.tinA eI'.v,,l,. 'T'he pL Iu,'t iii t1h, lilait. and in di'.tril,,b tors 

.;toraj areas; , l-'arn I:') I . (ir ix,'l 'intqiua lit /. 'iiO I,'i t iCa 

faci:lity, m"Ot h",in~ti,i l a vil~al"0 ai0,,w!:W, the, ni .h 

Fe:! itci io]4I, ,l oxiiui.i't.oly 1 Ati, , t th. P,41i,':! i,.' consumti)tionii il 

( -I n'Iijt3 ica. a :l' ,i-,ncurta"1 opr.t iii; 1,,';'; for ti',. in,:al 1932 

period ut' .ifiTru.,imtt'Iy $7,000,H00.1l11. Thi" I= '" wan iul. ute to 

uper,! ini il n,' 1 i 'i p'n -;;, lu t ('ni1,,-I lm I wt) r1a , ,)jLt',:; H e f t.hl'1 r, ,., 

Pe t tlicai"s #, 1 04-1. , 't ' i 0 1 , . FitI t, I ., ItIica W I,; ',ull ,.,'t I I, ';i'-1,,i1i Jnrt 
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foreign excha
ne louses due to cuirr-ency IlU cttiations. Second, a 

politic.l d c i.sion wa, male by th pI ior a'ii ziMi'atL -iun to subsidize 

the ret.ail prici , of ,.iLii.y U",( vi imjit ikjr(c-ld Lo mike up the 

Iitferenc:te in pri".. ru.prontyil by the Iadai',it dis.;'ounkt_.t Fertica has 

';-w A 


majority of Leir lo;. Workinj 


yet to ruce ive any ay:ient .or t.? i,]y lh[:u, . pri,;ents the 

capitLil in tLhe company was drasticalLy 

teduced by tho:;_ ''.'.IitL; ,ll i l urtin:i i, lyi j ,',i';i,]rahile inLt rse t on 

short term lbriowinj; Lo I inan:e raw it, i :iaI purd:hvn:. it wan not 

)ossi ble to obtain f i niicial 1 .;tatwin- n. Ilo l,hrticato verify the 

extent of the o!!; )r the exdCt sLource o tUP loss. itLica adjusted 

their prices in Lx-toher 1982 to permit a small operatirq profit in 

1983.
 

Ferticd lust I'ay itr; own W1a' forcod '.tl)sidie; have been elimi­

nate, ti',. ,i has trad]itionAily liarkaL,,, As t,(),JuctL; Lhroutgh a 

d istr i butot /,h a Iar iiwork in, ha; til a cor respoln inq price 

ntructure. I n oi d.i t, rhuce i it:v 

d i tribitiLi a "A I iK,, 'ti not u r-, whic I illv 

c"ni'ie F i,, iinilirinate, Lhe exiLing 

I I hp ,'o>,,l.rativen, and 

#..-t- .t ';,1 I, ,I I i t ilonly' ono tri'' p-: pohucl. 

Warehitio ;- il ' tritqi,'i I'y locatlv 'h'p. 'JLow'u s can obtain 

thir ferti hi iO,'r,. , iowet':. 

f,rt i Ii a, I, V# t' ,i , ;.,rv c t.( t vy 

ily coopturat i:;; and ' assrciationn haille 

is a to thI, ir Inb,mi i ,i1.a 

low marqji II. 
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Th market place has not adjusted to this change in market 

phliqL ,, according to those dealers aiw ,listributors interviewed. 

They repoit that problems have been cm,,at,, hy this market change. 

Specific prup lut ,i :We or fornnulaa tJ.; olel(] (')Ifllf a,[0 l ,;hipping 

delays are often 4-6 wks lnm'j. lik of -;Ien input, :such as early 

order sclh,']ulii ",mvl technical ;al,:; a.';in;tarncu that was previously 

provid, lq di str iq,,., r s and ,,al.,r a ro lowjor available. 

In tLh il,',e.0 u,f ,i lz i butor anl ,lale price structure, 

,distributors l,.J.im toq loo k for other sourcv, of suppLy. Interest in 

bulk blend plant!; qrw rapidly. One larqe distributor has already 
J 

installed a bulk lond plant on the coast of luntarenaq aihJ others are 

considerimne bulk hln1 l. 

'I e (;overlnmenrt owned plant of l"rt ica lhi; approximately 60,000 

t)nn of .u )ipl' . id,.: ii,.:,I mmix cm l,,p ly ,A'/,l 110,00t 0 towon; o l piysic'al mix 

capacity. '11w n:, ru;tcrm,.thjom o" iti WA, blondl planL., will add 

m;,terially I.,, ;urjell'; pIerol t in ,,,.e,'iil' awl will ,]e ~rease the 

e.fficiency of l 'ilit:t hin peo'liitc ion y. 

l'ertica ml In the idea that;I fromn "I iq is lad" and that a 

production ,.t I jiri .s;e, owned by tho ! In', t I(Go./,t i worse. Ti me ar... 

atJain nejat. ivn qi ,ImQ":'Lm m. comi, mq im"Il V rt i,:aa to Pcope, hhe 

state ' iwmvL qnmn'W ptr o I ent -'ipi i -. r' I cm'.I I "t'nrL ly rev i ;d 

M 11')Ii th i I r . li i, I't, kifi, i 111!; i-% 1 a Lo 1, i at t. i tu e . t t ' it I I 'i 

I'll,, I'I i',l 1 1 itiw in, -i IV,1-,,16 111. it''L.- %-, l i, In hi, llI,, l, fi,, I i I iz,.r 
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subsidies clearly underlines the tr(cmend()us political temptation 

presented by Government. ownership of planta food facility in an 

agricultural i:o)mi7/. Apparetnti', the price of thii t,0fl]) tation is one 

that Costa Rica a.iniiotl affrd t) pay it view ti the current economic 

Si tuat io. 

WURII,) MAIRIKET SI T''UATIUN 

Over th,. Lat tw) 'year.q all crt iliz,.r I tujL:, ients have been 

severely overprouced in the O.S . This has resulted in a glut on the 

fertilizer market. This overproduction was cauqed by a sudden drop in 

export shipment' and a weak U.S. aqricultura1 economy. 

Pricer r,,.i'c t ion; lol1owe], in hp. wake oft inventory !.,urpilus to the 

extent that rJrc,',r; ',re !;c-lli inq prohlit ,it ':o,.t ind elolow cost.
 

P]ant closur,; hecai . wi'lepr,!,I, lilriny 
 ')(1 ,1 ,.'' ar nL i'; i2.., lligh 
i'." !);L Ji ,i l ' ; li[ h W l I i '' t , l I , , , :,lift ,11 1111'.11t oI h ifill v ()lliiflp, 

p)irints. These ,l, 'o re; wi e Itlo'ii(, in in ' ffort t o reui'e: high 

. 'Iinvdtri,,, I I I1,.liina l. hit ill c,,t pl ),1; ,:tLin. ,ay it. iri '1' 

;L ii,Lted thaL 5, of I.S. Hi t roJ pi woFla ion i ' " ;hilt ,down or 

cLIrtai in'. 

On,*Ce inrv,.'nt r i,'; it#,' e ' I t d ilii j,,ilI, ,v,,I II i" o-, w, 11 

begin to nore,,., t" Lhe level of ct ruv,.ry and on to i prr.f itable 
level. ir tip-, "Pit: ,A, W o,, in 1 -,,; aim,. ,oXi-,,:t,, tn O nv'r o, , by7 3 1', 

al,flu .a I l' I I , ,.,,,)",,. It i .it h ill. I' ,. I'l I ,,- I I IIP., .f , ,' j1111;li-IIt wI lIl (,o' 
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between now alnd 1984. Ils;t,r ica ily t; Li al1r i nIs, ltry sources 

indicate that 1y the second quarttr of 198.1 ;()me products, Urea and 

DAP specifically, may be at leveol which are ,;ixty percent above 

today's prices.
 

Sever al im l t ant factor, coi Id ,ff oct these projections. 

Continued depre sioin in commodI i ty anr relu Itiraanl acreage 

t,'lIct ions lin ,I;tat,,';, I(JlVj M n:,rla in i:norgyin th. t. a with ,inty 


markets could limit thi e'xten t of Short term price ilncr'2aes.
 

MARKIE'T
lI t H I TUATI ONrJ 

Fertilizt ,nwinni, )t ion in -ost, Riica, han rvzmain,', ';t.,ble tov(r the 

lait f ive y,'ors. 'li in ,f ,lmin', . jojt"dlh.'rit a,onj ,.rop,'; has 

aII;) been aait ly ,?t'.t.. Flat prices.; for CostLa Rican aricultural 

commIfo,litie..' anl i ir.i ,.d fP itil zvr ic,, 'Ilu'(h'I O tn on ofL]) ,thehtti 

thel 10c2,.1 ,11tr'I.,,, htv,-, n,'i, the rn.,rk, t lilt viricaultiJrl iiiptpt.,; 'fory 

,.m
pr ice ;n.ait iv.. ,' ii t ino-I pi iro i ncrAtn, ..... in,'vit,,hlV. ,Irxftic 

aupw.111i ~.iai; na r'II I , w4 Iut I I'I; lk I ''a 

Ev,t iliz,,ir ,:,i;l l , l T o|,r,,,Own:. IPA :;;,.lm to, N,, , li njit, thlP
ofu 

1ht1ri, n ti , l's,:h ih)t Iirlo r imn . ,l tht''(,';run)t Iailll, :')I ()I . 

ctnputativ"i ,,r ;lrwo:r olJaaiza.tti'; rj,." ,,', inj th, "i'jority of
 

W lo iliz4.ir. l Ii t ll r," ,,,: r.', ,ri,.. i),'.',,iip;v.it figa ,'r'; ,,, ,a'w 

u ­

fo r LIP, flr-1t - vv,ial i inl,. in ,ultt,. ,1,lW NWlyI l,t"lI - ttl~ , r ir 

tI.-r t'; f. Ir rlt,11-' p ltl.- nli,wti,,l dI . i,'li , lot' I....t I, vr i 

I, 


http:i),'.',,iip;v.it
http:iliz4.ir


Costa Rica is projected to be flat with thlt po!,glhllity that some 

decline in consumpt ion mnight he Pxper ien':'! 

Furt ica anI thpt world mirk.I1 hivi' Wen ahi " to supply (7"'tMi Rica 's 

fertilizer needs. S;hortages experienced inl trie past have only been 

for uppecil-ii jito)'in~ ; have*il Won~i lor Am~t. ji riuds; I~f)IoIiton has 

nlot been afft Ud. Msi blP ;Lipj 1y i atE'r uf t iofl could( occu r if 

foreigjn exchanqu ef-cdfl ulavai lahliv to( i for import.Cd raw mnater i '; 

or finishni pl"IIJCL. ert ilii Am: 10t011 low riatieriaih are 

considered] vanvnL ia iljUIQpo .III WiiI 1h. piiLy it-iio due to tUIL 

imnportLact' of' .eyiii I ut in tI C"A(e;a Rica"i Pm~ rony. 

Althfoujfi 0o',t fg oa ho.. *ox':i.* I irltiliz-t* in~inulfa':tuflr fit;apjicity,
 

ther tri-ni tot 1 i'i 
 t1,0 I., eijnJ in othter aie,.'n:u iE~interopt 

'No.-ie.jepicow-n!h u(if Mk hl.-i.dI ;lht withis~n the-. cujezi~at ~v1 
.sy!vin point *IIo'kly 'i' i''~ttii i C(3( 1'*e~ij,fi o 

Coop~vra t., att lit. ily ti..Iiret . s1 it uIonJ with th ilj t~ ytio 

'ltUltkr I lt' II,e'j IM. " iiIMVgii&nth ji ro awl'#. M t JI I..t 

opetiato u.htfp iii]1 .11!. 1i,~3 It UPs oxml u tieKip api~f iatQon th?, 

http:hl.-i.dI
http:No.-ie.je
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per year plant. The tables include current (1983) raw material
 

conditions an1 expected raw mate.ial conditions in 1984 after this 

fertilizer industry works 
 out of its inventory problems. The 

idealize'd ca,;e i!; to operate the plant at fill]. capacity and sell all 

the output. With 1981 raw material.s, thi, case wou l,] show a gross 

profit before ;ai,:,; and diistribution costs of $700,00 or a 11.2% 

marqin. llowver, it wi l h he 1984 hefore a plant could be organized 

and placed in tpera tion. At that time th! organization would have to 

increase the salon pri, (before sales ard ,i tribution coq;ts) by 38% 

to bruakeven. 

If the marketin, )rganization runq into sales resistance and
 

ptedit ,tU e of oinly',' 20,000 
 ton 2 per year, the plants could make
 

a gto';i- marg in H.Y', I,it
)I with 1 1. q nat ,r ,l,, htit it woul] havi to
 

inct(',two s:alce; H'' by,.k,.v4,b,,4 t,,
sal with iAJ84 raw materials.
 

'Ihe losses could bec (Jr,2ater it marketin; c forecast
'.nn)t pr,,pr ly the 

ale; ini t jil to -i jtu.t Io iW mit- it I ':IalI iill. 

A ma jor t ,ct, r to 1,,e idlr,,I i'; t h, v. llue adldel in Costa Rica 

by makinl chemical ltort. ili ,r,. The, convi o t anhydrout; aunonia 

a ( ,l at. ,. ,altnal w t th l, a II t1 p t,; ,i.i I iN,, ch,a ,r qrade; of 

IWut& Q 11,.q a It ,l l -.. vinl; (Io di. it, 1i . I mi I I i, in f reui.i,|l 

,'×,+' ar,11, :,ompl,tl I it,, Itl,' ~i,I ofl 1hi0 n 10,000J( I11r. )rl lfrtiliga,, 

with 1'1i0.1 nta.lt -,I.'lli, ,InviWI'; wi th 191141 ,riIr; W, I,]CIbe $1. 56 

mi ll ion.
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The viability of blendinj plantq in any country munt be evaluated 

based on the applicable asset of that country and on its particular 

[ertilizer needs. Countries without indigenous production must
 

evaluate 
physical mi×,s against iml(Jrted chemically manufactured 

complete grades. 
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TABLE 1 

CAPITAL COST FOR BULK BLEND PLANT 
(30 ton per hour capacity)
 

MECHANICAL EQUI PMENT: 

1. Unloading Conveyors (2) 
2. Unloading Elevator 
3. Weight Hopper System 
4. Drum Mixer System
 

5. Product Elevator
 
6. Product Screens 

7. Oversize Mill
 

8. Product Hopper 
9. 	 Bagging System
 

$ 182,900
 

10. Front End Loader 	 18,000 

11. Forklift 	 16,000 

$ 216,900
 

Crating, Domestic and Ocean Freight 62,000 

Installation Wirinq 36,000 

Building for 10,000 ton! of bulk material 
plus blending and bagging equipment 343,000 

Unloading Equipment 40,000 

Contingencies, 5% 36,700 
Interest on construction, 6 months at 20% 73,500 

T O T A 1, 	 $ 808,100 

Some of the alx oVe equipment may be obtained ; :ally to reduce 
the foreign exchange requirements. Also, suitable storage buildings 
may be available which could be adapted for blending operations. 
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TAI3LE 2 

BLENDING PLANT OPEI'RATING O)STS 

(30,000 Ton Per Year) 

Utilities and Power 


Labor, 20 men 


Maintenance Materials, 8% of equipment 


Bags and supplies 


GS and A, 10% of labor 


Insurance 

Conti nq(ency, 5% 

T 0 T A b 

These costs assume that land is owned by 

No lease ur rent costs are included. 

13,530
 

56,100
 

26,400
 

172,500
 

5,610
 

2,020
 

14,500
 

290,660
 

the organization. 
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TAIHE 3 

RAW MATERlAY REqUIREMENTS 

(3.0,000 Luii: PYK Year) 

Assitu fi l owinq produc Lion: 

18-51%-'-2. O,oO() lon.s
 

I- - 1 !- t-I ." Ii0 , )3 1 t n:; 

1 5- 1 5- 1 5 5 ,0(lo t n s'­

10-30-ltJ ' S' 5, )0) tuns 

Raw material cost, unloaded at port stordige location:
 

MATERIAL TONS- CIURRENT CuST PROJECTED '84 COST 2 /
 

llUrca, 4,% 8,625 1 ,394,( 24 2,699,938 

DlA', I -4T-) 7,197 I, ihn,3_' 2,490',882 

TSP, 0-4o-0 495 71,874 151,935 

Po tas;h, ira I , 2!8) 1 1 V2 ,05' ) 193,0,17 

K2 SO 4 , ran. 4,285 1,070,822 1,377,628 

S.P.M. 5,125 653,438 834,350 

loratu 5016 260, 180 295,504 

Fil ler 3, 2 3% 97, 81) 1 1(3,_126 

1 / Mat ,uria {tli i,!' i cli(I' 2.9 t f ol"ve rIdti a, n d 1os;es. 

/I 	I'tr<ju tud '84' cosi:; rul tIl,I a ittlVI, toWa'(r :;tabi I i il thue7 
w(rl mair e,. The P(ill iii11t 'o)t1 : aiid l ti ',;;l mnus;t brIi a k Ij I I :;,l t,- I t(p , ,t V tI l[t II I I , I I I i l I1 1 k () ,;I :; , 
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TABLE 4 

WORKING CAPITAL ESTIMATE 

(30,000 ton production .chedule) 

1983 Costs 1984 Costs 

Raw materials 6,600 tons 1,115,550 1,794,410 

Product, Bagqedi 8,920 tons 1,757,460 2,726,500 

Supplies for 6,600 tons 37,950 37,950 

Operating cash 60 days 9,330 9,330 

$2,920,290 $4,568,190 

Interest at 10.5%i/ 307,000 480,000 

3,227,290 5,048,190 

_/ Short Lertm intez:;ts ratL!. l ibr tAot p lii! conmi.sion. 
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TABLE 5 

PROFIT OR LOSS 

Sales Income 10,000 tons 
 18-5-15-6-2 2,159,090

(Basis 044/$, 10,000 tons 20-7-12-3-1.2 2,063,640

Fertica, Oct.82 
 5,000 tons 15-15-15 1,050,000
 

5,000 tons 
 10-30-10 'S' 1,343,180
 
6,615,910
 

Expenses 
 1983 Coqts 1984 Costs
 
Raw Materials 
 5,070,660 8,156,410

Operating Costs 
 290,660 290,660
 
Depreciation 
 80,810 80,810

Interests 
 161 620 161,620'r 0 T A L 5,603,750 8,689,500 

Interest on working capital 
 307,000 480,000
 
5,910,750 9,169,500
 

Gross Earnings before sales and
 
distribution 
 705,160 (2,553,590)


Margin 
 11.2% (27.8)
 

Assume same plant operatng at 20,000 TPY on grades:same 

Sales income 
 4,410,610
 

Exp'2 1n;e ', 1983 Cost5 
 1984 Costs
 
Raw Materials 3,380,440 5,437,610
Operating Costs 228,680 228,680

Dopreciation 80,810 80,810

In t. v, -,.;t; 161,620 16]1,620


SUIH-'I\I'AI 3,851,550 5,908,720
 

intre tAtm workinq ,:apital 212, 300 452,000 
4,063,050 6,360,720 

(toss Irin i f l,',,h fore sales and 
distribution costs 346,760 (1,950,110)


Margin 
 8.5% (44.4)
 

t.JL l.1
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MARKETING
 

Some entities are able to handlie fer1ilizer as a !Iervice with 

virtually no margin because they are supported by other activities. 

For 
example, Fedecoop and its member cooperatives are coffee marketing
 

and credit organizations; their profits come from these activities. 

Sugar production associations are supported by a Government approved 

check-off system based on domestic sugar consumption. In these cases 

Fertica did not eliminate a middleman becauo the low markup and the 

relatively high level of service were a bargain. The service activity 

was dropped with an insignificant cost saving. In the. case of 

;trictly commercial distributors, leg itimate service!; were being 

performed for which the consumer should be expected to pay. Sales 

agents with some technical expertise or agricultural enineers were 

available for consultation. Credit and warehousing services were also 

provided. Fertica's cash in advance policy penalizes creditworthy 

customers, both organizations and in]ividuals;, for whom it would be 

more convenient to pay on a ten day hilling. 

Pertica should be in constant contact with consumers al well as 

with dealers and distributors. Price changes; an-i improved practices 

n-od to be ,:<phi IinfI to aroners. The rflmoti g I low of[ inlormation 

wou ll likely incroa!;i- -,alos. Flarmer input is- n,1-essW;aty, ,n the other 

hand, to inu re that consumers understan d the product and its use. 

1Bes ides direct consume r/mant [actu rer communication, dealers and 

distributors must ,-stablish a dialogue with their supplier and with 
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their customers. A free flow of information at all levels will help 

to ensure that the marketing apparatus functions properly. 

The problems attributed to Fertica by those involved in the 

provision of agricultural inputs are problems of marketing and 

cummunicatio.. Fertica, as has ben pointed out, is competent from a 

technical standpoint. Any perception that they are sloppy or 

inefficient has ben earned by their marketing practices. At present, 

Fertica may point to the fact that they have a uniform pricing 

structure as evidence that they have eliminated the intormediary and 

that they are selling directly from manufacturer to consumer. While 

on the surface this would seem to be a good management, quite the 

reverse is true. The distributor/dealer organization performs several
 

legitimate funct ions. 

Among the mot:; important input.s of a field sales organization is 

in relation to prY luction planning. For instance, a cooperative 

federation may s ,]rvey ita membets we [1 in adIvnrce of the season of use 

and ordler its m..mbtr coperative'; r,'ju i um,':n t ;. When the local 

cooperative need:s the fertiliz.;r they can acquire it from the 

federation on one or two ,lays notice. if the indivilumal cooperatives 

needs vary thMie the plan, thefLom of originil themi federation can 

provide backup inventory. Felit, ca'.s pr, Sent ;ystem r(,quir,,3 individual 

cooperativ ,s to ,i:i ftour t" s;ix w . i i lvnir,. Adiditional orders 

in manmluiv I ';, lni voidabl,, ,hol n'; () 'Ir'lm ;uh-A;Ii; Ilt ion. 
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Cooperatives or production associations, whether they purchase 

fertilizer directly from Fertica or through a distributor or as a 

,1istributor, art! h-in, ling the product as a ';ervice. Margins do not 

exceed five perc,:nt and are more of ton in the realm of two percent. 

These low margins hardly cover administrative costs, not tc mention 

shrinkage, intereJt or warehousing. 

SUMMARY AND ltMM[:r)A'r iuits 

The Fertica plant is well maintained and has no serious 

operational problc-:vs. A bulk blend plant operated by the cooperative 

system would provide only marginal profitability and could be subject 

to serious input problems, b)th from a cost and from a logistical
 

!A;t,| l t . '11w,, Fl-t-tic,i t ilni;Iw,,, p)i( l-, i,; (11 tp -I, qiu,11l[ y and 
 is 

versatilo! enoulgh ;iippl y I .'i I .LLO t ho ihi't 'rh;, Fsrtica product 

presents the (ppurL,unity I or ex),)rt !;al-; .ind SVt; [orei(in exchange 

by addinj i;ior,. v.Ilu.. Io,:a Ly t,) implort.,l raw mal.erials than does the 

bulk blend alt rn.ative. 

Fertica'; p)r[l If)i- are thlose ior , hmnqe they have beenboth because 

a vi rtual monl)ol y ind be':alm,;, they ,iie (,)vl 11ii1,nL owned'. ( vernment 
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ownership is a problem in that it presents the temptation for future 

political involvement in the operation of the company. Further, their
 

difficulties are in the areas of marketing, because they eliminated 

the rdealer/distribution system and its advantages. These problems 

tend to diminish Fertica's benefit to the agricultural community.
 

The most likely solution to these difficulties would be to 

restructure the marketing philosophy of Fertica with special attention 

to communication. The problem of Government involvement would most 

easily be solved by selling Fertica to the grower associations,
 

cooperatives, and farmers who are their primary consumers. A majority 

of the company stock 1 ,uld have to be in non--overnment hands for this 

to be successful.
 

I, J. ,
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TABLE 6
 

COSTA RICAN FERTILIZER CCNSIJUMITION BY CROP
 

PERIOD 1978 - 19112
 

(expressed in Metric 'Ibn!L
 

CROP 1978 1979 190f 1981 1982 

Coffee 69,570 67,130 68,641 53,300 58,100 

Banana 33,175 33,175 33,439 39,000 40,050 

Sugar Cane 14,900 13,628 13,000 13,500 12,500 

Rice 13,950 21,100 20,160 22,500 22,500 

Cotton 5,200 2,880 1,000 750 350 

Vegetables 8,570 9,000 9,900 9,120 9,600 

Tobacco 2,880 1,300 1,320 2,100 1,250 

Sorghum 3,000 4,500 4,500 5,000 4,700 

Pasture 8,400 4,900 3,332 1,960 2,100 

African palm 6,250 7,350 7,20(0 8,000 8,500 

Potatoes 6,720 5,000 4,500 2,250 4,500 

Corn 7,150 7,600 7,560 8,100 8,100 

Pineapple 360 400 700 2,240 2,100 

Beans 2,800 2,250 3,600 3,000 3,125 
( i lcIu i nq soybea, ) 

Others 1,950 2,275 .3,405 1,840 3,000 

184,875 182,488 182,257 174,660 180,475 

Sourcet IDB Report, 1982 

.'0 11
 



- 24 -

TABLE 7
 

FEDECOOP FERTII. IZER SALES 

(expressed in Metric Tons)
 

FORMULA 


Amonium Nitrate 


/unonium Sulfate 

Urea 


10-30-10 PEC 


10-30-10 S 


12-24-12 


12-24-12 S 


15-3-31 


15-15-15 


15-30-8 


15-30-10 


17-11-22 


18-5-15-6.2 


18-10-6.5 


20-3-20 


20-7-L2-3-1.2 


20-20-0 


T 0 T A L S 

lrc'L,: Il:.)1 C)OP 

1979 


1,526 


38 


927 


375 


711 


163 


5 


515 


23 


294 


4,925 


4 


-


2,772 


329 


12,607 


1980 


2,749 


32 


1,166 


470 


1,207 


228 


-


-

689 


-


-


il2 


5,488 

52 


-


5,ffll8 


-

18,011 


1981 1982
 

3,598 3,348
 

142 32
 

- 1,859
 

6L4 898
 

1,821 278
 

597 497
 

--

1 ­

837 859
 

-
 -


41 ­

228 382
 

5,94i 6,813 

10 1
 

160 13
 

4,029 6,304 

- 200 

18,024 21,484 
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