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Sumrary oí the arçument anri of the issues raised 

i.   .Strategies for the mobilisation of finance for fertiliser plants 
may be considered in terms both of the financing required and of the types 
of finance available. A focus on the financing required raises the question 
whether the financing of fertiliser planta poses special problems, over and 
above the problems associated with large plants in general. Such problems 
nay be seen as arising from the economies of scale associated with techno- 
logical advance, which have complicated the issues for negotiation as well 
as raising the cost. 

t.1 In what respects,   if any, are fertiliser plants a special case? 

ii.      Among issues for negotiation,  the question of public or private 
ownership,  which caused contention in the  1960s,  has given way to seemingly 
mere technical questions of project design.  A major issue is the link 
between the timing of new project proposals and forecasts of world-wide 
supply. This and other  issues which complicate  the  toc\r oî mobilising 
finance appear most acute in relation to projects with costs in the 
range ô100-500m.  Financing of this order puts a premium on forms of 
financing which are additional to existing flows, and additionality may 
be an important criterion when comparing one source with another. 

Q.2     TO what estant aro say special problems in the financing of 
fertiliser plant« restricted to ammonia-based and other large 
complexos? 

iii.    Additionality in the crude senso of increased nominal flows is 
unlikely to be as significant as the rango of variation in the true 
addition to the recipient's resources. The impact of different forms 
of financing on such factors as prie«,  speed of negotiation and 
implementation,  and reliability of start-up time,  needs to be included 
in any assessment• 

Q»3     How can additionality best be achieved? 
Q.Jf     What forms of advisory support from international sources would 

be most effective in helping recipients to make a true assessment 
of additionality? 

Ç.5      Which qualitative  factors are the most significant.determinants 
of additionality, as measured in terms of the increase or decrease 
in the net present value of the reeouroee deployed by the recipient? 

iv.      The most problematieal element in the composition of costs appears 
to be the foreign component of the proeess units,  ranging from 60 to 85 
per cent of plant costs. Since the foreign component is relatively 
inflexible,  finance restricted to the import component does not raise 
the problem of import-bias. Countries with significant domestic capacity 
in the oonstruotion of fertiliser plants are also likely to be countries 
in which local-cost financing is unlikely to be a dominant problem. The 
question is raised why the technique already familiar in mining projects, 
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drawir.      on  co .¡Merciai   source.'    to   finance   tue   nininr   investment   anJ 
development agencies   to   finance   the  associa tod   ir. fra «true ture,   is  not 
more   widely adopted   in   fertiliser   plant.-;. 

.6        Is   there  a   si|-s iftcant   problem  of  locil   cost   financing? 
• .7       tìhy  is  the   technique  of separating plant and   infrastructure  costs 

not  more  widely adopted? 

v» Contractor«  in   the  fertiliser   industry,   with  construction experience, 
tend   to   be  separate   fr«-      producers,   with  operating  experience.  Contractors 
increasin   ly  operate   c fees-only   basis,   with   no   firm  advance  commitment 
on  prices.   In   the  en:;       .   plants   financed  by  development  ar-encios,   loaders' 
rules   ¡nay  impede  efficient  procurement   by   the  contractor,   but  plant.-   financed 
froi:  commercial  source.,  may  le^ve   the   borrower  without  adequate  protection. 
The  relative  capacity   of lender-   to  act  as monitor  of   the  recipient's 
interacts  io  likely   to  bave  a  more   significant   beariri«    on   the   true   valuer, 
of alternative   .forma;   of  financin     than  mar; inai   differences  in   the   noiiii   1 
co ¡t  of   borrowing. 

C-.G 
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how much  substance is  there  in complaint.- about  development  agencies' 
procedure« au   impedimenta  to  efficient implementation,  and  are   these 
complaints  sufficient  to  offset  the  safeguard:;   that   the  procedures 
provide? 
What fjteps will   be  moat effective  in pro lectin'    borrowers •   interests 
under current   practr.ee.s  in   the  construe, tios   as>i   financing  of 
fertiliser plants? 

vi. Analysis of all official ¡inancin, of fertiliser pi-, 
countries by Dnh countries >nd vul t i.lat..T .Ì . .encies in the 
shows tìi e .v'ori d _unk in a dominan», pontic., t'oro i nip r«-: a io 
of sample projects sur^ests that a' present only official ; 
ar;encios are bein-, used in a n;o:,.i r\.ri n; roll.-, i tlier possila 
as ^l-tutt^f use of consulta y. ta, .ir ai ser ir im tin;- asr.ctstiient 
expe-rier.oe of speci 'Lut co •¡.¡erci,. I banks in project develo 
finante - need te bo considered, •:-; specially for project« in 
multilateral arencies are not i¡ volved, Multilateral atenei 
be invited to consider whether their special position in re 
fertiliser plants calls  for  some  modification  of   their     tan 
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C;.10     What  form should   further analysis   take,   focused  on  patterns  of 
financing of  fertiliser plants   from all   sources,   to  supplement 
the  coverage   of  existing reporting  ays'.ems,   which   provide  a   sectoral 
break-down only  for official   flows? 

Q.11     Would auch an   analysis be  useful  as a mod»il   for  a     cries  of   studies 
of  financing  in  relation   to  other  industries  also? 

Q.12    Is  there a case   for modification  of  the  standard  procedure.«-  of 
multilateral  agencies  to   take  account of   their  special  i ole   in   the 
financing of   fertiliser  plante? 

vii.     The  bunching of loans  for  new  fertiliser  plants   in  1°?r'  has  l?d   to  the 
widely  predicted outcome of massively  increased  capacity   co-nin;; on   stream 
towards  the bottom of a world cycle.   The importance of timing ou..r^flts 
that in  future speed and predictability of outcome  may be   ir.port:mt 
criteria in comparative assassinent of sources of  finance. 

Q.13    Is  there a need  for a more articulated policy stau  ¡"a 
multilateral  development a.-eacios concerning  tt>e   vimine -vf   n*w 
fertiliser plants,  taking account of world  supply forecasts? 
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viii.   Analy&is  of   the  changing  composition  of  financial   flow«   to  developing 
countries  cJearly   identifier.  CI v"  agencie:-,   and   the   Airocurrenoy market 
m   t'-e    or;t  raii ]];.•   extv-mlinr   source.'-  of  project   finance.   In   the   flow  of 

cc r.c»>sr .'. n.-iry   tin  nco,   t ;<jre   hao   beon a   marico   shift  to   multilateral 
i   "ncie,.   .-'ertili. <T   ¡dante are  unusual  in   the   wide  variety  of   types  of 
finance  they  have  attracted,   even  within a   single  country  or  in  similar 
cruntrios. 

.   1<*  »/at  is  the   significance  of   the changing composition of  re ource 
llowô in  relation   to possible   .«Strategien  for  the   financing of 
fertiliser   plants? 

ix.       Criteria  su-::;ested for  the assessment of eources of  finance are: 
additionally;   speed of negotiation;   speed of procurement and  disbursement; 
flexibility in  the choice of procecs  design;   flexibility  in procurement; 
avoidance of superimposed chargée;   provision of support  in project 
development and   the monitoring of contractors'  performance;   matching of 
crue« periods and  maturities  to  the  project's requirements.  Hanking of 
Jifferent  sources  in accordance  with  the.se  criteria will  depend on the 
wei,: itine  given   to  each.  Six broad  categories of  finance are  considered. 
i. n  any plausible   system of weighting,   three  categories?  -  multilateral 
«gencien,   ti"¿Z agencies,  and   the  eurocurrency market -  emerge  as preferred 
.sources.   There   is  no  ninfle  category,  however,   which meets all  the  criteria, 

••'"•15    What  criteria  should be  used   in comparing available  sources of 
finance,   and how should  the:je  criteria be weighted? 

.16    In  the light of  the criteria  chosen,   what are the advantages and 
oiijadvanta^GG of  the various  sourcec  of  finance available? 

' .17    To what extent could additional advisory services  from international 
sources assist developing countries in  their efforts  to realise  the 
advantages  and avoid  the  disadvantages associated  with  different 
formR of  finance? 

x. In pattern« of co-finuncing  typical  in  fertiliGer  projects, a  trend 
is noted  towards co-financing by like-minded institutions,  as contrasted 
with a blending of finance from different  types of  source.  While this may 
reduce the complexity of co-financing arrangements,  it also reduces  the 
advantages to  be  gained  from blending,  e.g.  multilateral  official  finance 
with  eurocurrency  lending.  A  trend   is also  noted   towards  parallel 
financing.   This  is attributed   to  co-lenders'   reluctance   to accept  the 
insistence of the  »forld !3ank,   as leading institution in  this  field,  on 
uniform adoption of ita own rules and procedures in joint  financing 
arrangements, and  to  their desire  to preserve institutional  identity. 
The  need for a fundamental re-thinking of  the mechanics of co-financing, 
with  special attention  to the  question why certain desirable  forms of 
co-financing have  proved difficult,   and focused  on  the  role  of  whatever 
institution takes the lead in co-financing arrangements,   is presented as 
an urgent issue  for discussion. 

.18    What is the trade-off between the advantages of simplicity and 
the advantages of blending in alternative forms of co-financing? 

' .19    What should be the role of any institution taking  the lead in 
co-financing arrangements, and does the performance of this role 
require special neasurea? 

Notai OAC - Development Aesietanoe Committee, OECD 






