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I. FOLLOW-UP ACTION RECOMMENDED BY THE SEOOND COO'SULTA'I'ION 

1. The Second Consultation recommended the following follow-up action 

with a view to presenting the results of the work to the Third Consul­

tation: 

(a) UNIDO should complete and present final drafts of the UNIDO 
Model Forms of Cost Reimbursable and Turn-Key Lump-Sum Con­
tracts fo1 the Construction of a Fertilizer Plant; and con­
tinue work en the Semi-Turn7~y and Enrineering Services 
fonns of contract (para.96)-4" . 

(b) UNIDO should collect additional infonnation on the amount 
and cauE=es of co:tsequential losses in fertilizer plants and, 
on the basis of tha-c infonnation, continue to examine with 
contractors, insurers, Governments a..~d other intereet~d 
parties, how appropriate solutions t0 the problem might be 
reached; (pa.ra.21) 

(c) UNIDO should continue to examine ways in which the cost of 
new fertilizer projects might be reduced and the projects 
made more viable; (para. 31) 

(d) The UNIDO/FAO/IBRD Working Group should continue to monitor 
the growth of fertilizer production capacity in the world, 
consider how infonnation at the country level could be im­
proved, and subnit an up-dated report; the Group should also 
examine ways to increase fertilizer consumption and report 
on the progress ma.de; (paras. 31, 63) 

( e) PNIDO e~oulc'i. initiate and support a programme to strengthen 
co-o;>era+.ion between developing cour..tries in the fertilizer 
ir.iustry; an ad hoc Committee should be established to co­
ordinate implementation of the pI".)gramme and repcrt on the 
progress made; (para. 44) 

(f) UNIDO should continue to study the fP.rtilizer industry with 
a view to up-dating the Second World-Wide Study as required; 
in co-operation with FAO, UNIDO should prepare e study on the 
industrial aspects of the preparation of organic fertilizs~s; 
(para. 60) 

(g) UlTIDO should give special attention to the requireme11ts of 
leas~ developed countries in establishing a fertilizer industry. 
(para. 61) 

2. The purp0se of the Progreso Report is to describe the action taken 

to implement these recommendation~ of tne Second Consultatjon1o 

Paragraph numbers refe~ to the Report of the Second Consultation on 
the Jt·ertilizer Jndustry, Inncbruck, Austria, 6-10 November 19713 (ID/221 ). 
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JI. um:oo MODEL FO~!S OF· CXJNTRA~T FOR THE CONSTRUCTION OF A FERTILIZER 
PLANT 

3. For the Second ConRultation, UNIDO prepared a first draft of the 

UlITDO model form of Cost Reimbur&able contract. It also presented draft 

fonns of four other types of ccntract used for the construction of a 

fertilizer plant, namely: 

Turn-Key Lum_r-Sum; 
Semi-TuYn-Key; 
Supply of Know-how and Eneineering Services; 
Supply of En[ineering Services for a set of duplicate plant$. 

The responsibili~ies of the Purchaser a d the Contractor are different 

in each form of contract. They are surmnarized in Chart A. 

4. Followin~ the recommendations 0f the Second Consultation, TJNIDO to(Jk 

the followin{" action wi tt reeard to t~1e model fonns of Cost Reimbursable 

contract and Turn-Key contract: 

(a) Written r,omments uere in"ltited on the fonns of contract pre­
~ented to the Second Consultation; all comments were received 
April 1979; 

(b) Revised drafts.!./were prepared for consideration by an Expert 
Group Meeting in Novcl!'ber 1979 in which contractors and pur·­
chasers from develop~d and developing countries participated; 

( c) Taking into account comments which were made at th".s meeting ,Y 
a new draft was prepared for circulation to alll.?°vernments 
and for presentation to the Third Consultation; 

(d) Written comments on these drafts were requested by UNIDO from 
contractors; they were received at the end of April 198~d 
are being reproduced as documents for the Consultation. 

Second draft of tl.e UNIDO Model Fonn of Cost ReimbursabJ.e contract, 
ID/t«::.306/1. First draft of the UNIOO Model Form of Turn-Key Lump­
Sum Contrac~, In/WJ.306/2. 

See Report of the Expert Group Meeting or1 UNIOO Model Forrns of 
Fertilizer C<:ntract for Fertilizer Plants, 26-30 November 197S, 
IDjt«::. 306/ 4 

Thir~. d13ft of -the UNIDO Model Fonn of Cost Reimbursa~;le Contract, 
ID/t«::. 318/ 3 plus Technical Annexurt-s, Add.1 • Seco1id draft of the 

UNIOO MJdel Fonn of Turn-Key Lump-Sum Contract, IlJ1\lj.318/1 plus 
•rechn:. cal Annexures, Add 1 • 

Commentr: of contractors on thP Turn-Key Lump-Sum r.ontr?.ct, IDjw}.318/4. 
Comments of cont.racto-:-s on the Cost Re!.mbu:roC1.hlf' Gontra.ct, ID/WG.J18/5. 
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5. As two earlier drafts of the llliIOO Model Form of Cost Reimbursable 

~nt:-act have been examined by the parties concerred, the Consultation 

is expected to approve the Third Draft of this forr.: of contract. 

6. Since the UNIDO Model Fann of Turn-Key Contract has not prev-l-::~sly 

been discussed at a Consultation, the Consultation is expected tJ dis­

cuss the Second Draft of this form of contract in detail. 

7. A First Draft of the UNIDO Model Form of Semi-'I'urn-Key Contract 

(ID/WG. 318/2) has been prepared, since ths form is of r.reat interest 

to many developinr countries. The Consultation is expected to review 

the approach adopted by UNIDO in the preparation of this form of 

contract. 

8. Completion of a UNIDO Model Form of Contract for the Supply of 

Know-how and Engineerine Services has been postponed so that this work 

can benefit from the preparation of a Model Form of Licensing Af,T~ement 

for the Petrochemical Industry recommended by tte First Consultation on 

the Pet1·ochemical I?ldur:try, convened in Mexico in March 1979. 

9. The first three fonns of contract are presented under item 3 of the 

Agenda of the Consultation. A Working Group will be established on the 

second day of "!;he Corisul tation with a view to: 

(a) Approval of the Third Draft of the Cost Reimbursable 
Contract; 

(b) Discussion in detail of the Second Draft of the Tum­
Key Lump-Sum Contract; 

(c) Prelimjnary consideration of the First Draft rf the 
Semi-Tum-Key Contract. 
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III. ESTA13LISHING i' .. MULTIL&'I'ERAL INSURANCE SCHEM:: PROVIDING ADEXlJATE 
COVERAGE FOR CONSEc;ilEN'rIAL LOSSES IlICURRED BY FERTILIZERS AND 
OTHER INIXJSTRIAL PLANTS 

10. At the Second Consultation, the UNIDO secretariat reported that it 

had been advised that whilst the world's commercial insurance market 

was prepared to provide insurance cover for consequential lesses resul­

ting from material dafrlage, insurance ~uld not be obtained to cover con­

sequential losses resulting from delays in completion of the plant or 

non-perfonnance when no material damage was iuvolved. UNIDO therefore 

sugf"ested that the guarantee of the perfonnance of complete plant and 

equiµnent might best be given by the Government of the supplier's 
1/ country.-

11. There were conflictinr: views on this point and it was rec0mmended 

that the UNIDO secretariat should collP.ct additional infonna.tion on the 

amount and causes of consequential losses and on that basis continue to 

examine the problem with contractors, :_ :1.surerF, Governments and other 

interested parties. 

12. In line with this recommendation, the following act.ion has been 

taken: 

(a) UNIDO has analysed tl}e causas and amount of consequential 
losses incurred by 27 fertilizer plants built i.l developing 
countries and 30 ammonia plants buUt in North A.ierica up 
to 1975; 

{b) UNIDO has discussed with contractors the liabilities i.hP.Y 
are pre,a.red to accept through its preparation of the 
Model Contracts; 

{c) UNIDO stnff discussed the problem with export credit in­
surance agimcies in Belgium, France, the Federal Republic 
of Germany a.nd the United Kingdom; 

{d) Experts on contracts and insurance from C&nada, the Federal 
Republic of Gennar.y, Switzerland, United Kingdom a...,d the 
Uni tad States were irivi ted to suggedt a new apo!'oach to the 
problem. They met three times in 1980 to draw up a detailed 
proposal for establishing a multilateral ins~""U'lce scheme 
that is presented f9r consideration under Agenda I', .n 4 of 
the Consultation. ~ 

The progress made in implementing the follow-up action reconnended b,y 
the First Consulta·don, ID/W::.281/13, para. 29. 

!1Jt3bli•hing a muLtilateral insvraJ1ce scheme providing adequate coverat,'e 
for consequential losses indurrP.d by fertilizer and other in~·etrial 
plMts, I!l/W::. 318/6. 

1 



arencies of the Government of some countries showed that they could not 

insure the interests of the Purchaser of an industrial plant without a 

chanfe in policy supported by legislation giving them additional powers. 

14. '!'re results of UNIDO's discussion~ with Contractors showed that they 

are eenerally unwilling to accept contractUc"l.l liability for any ,;onsequen­
tial loss. 

15. The results of UNI:x>'s preliminary discussions with Insurers showed 

that the world cormnercial insurance market might be receptive to a new 

approa~h proVided the insurance scheme proposed by UNIDO covered all 

industrial plants and not only fertilizer plants. 

16. UNIDO therefore decided that ]t might be advantageous to introduce 

a third party which could manage the multilateral insurance scheme, help 

to saf~gua.rd the interests of the Purchaser when appropriate, and act as 

arbiter in the case of dispute. 'I'herefore the multilateral insurance 

scheme proposed by UNIDO in oocument ID/~.318/6 has been worked out ucinr 

the approach adopted by the cor ... nercial insurance industry. 

17. The experts mentioned in para. 14(d) prepared a draft insurance policy 

that wi 11 supplem3nt insurance covers already available to cover material 

damage and consequential losses during the period of construction and the 

first three years of operation of the plant. The capabilit.y of the insu­

rance industry to offer cover on the basis of this draft insurance policy 

is in the process of being a·sessed throueh discussions with insurance and 

re-insurance companies and will be reported to the Cvnsultation. 

18. The Consultation will be invited to suegest any modifications required to 

brinl?' the multi lateral insurance scheme proposed by t.mIOO in line wi ti, tho 

ori~11al request of developing ciuntriei;; at the Second General Conference of 

UNIDO held in Lima. in March 1975, which asked Governments of developed coun­

tries to establish an insurance scheme to cover the risks to which the deve­

loping countries are ex~osed in their ind11strial co-operation with +.heir 

develop~d countries • .!/ 

Draf~ resolution ID.CX>NF.>/L.9 containine this rerruest was referred by 
the Confcren<"e t) tha !ndur-trial Develorxnent Board (ID/B/C.3/38) which 
in turn decided +.hat thts suhjP.ct s:rould be examined hy Consultations 
on the Fertilizer Industry, TD/cmw. ~/~13 1 paras. ·1,00- 1 02. i 

t 
' 
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19. ?b furt.ter work was undertaken by m:roo on this to?ic. 

20. At the Seco::d Com·ult2tion, Ut:IT>O :-iresented a study made by the 

Ferti 1i zcr Unit 0f th!' Wnrld :'"la."'lk entitled "Investme~1t and Pr;duction 

Co!' ts fJr Ferti li ZF~rs" ... !./ 

21. An U!l-dated Vt:rsion O'~ t.his study was Drepared for the FAQ Cammi s­

!":i m on Fertilizers which met in Jure 19i30. 'I'he study covers a.r.unor.ia 

n lants based on na tut<i l f!"l.S, urea p lar:ts, ph'1s~ihori c acid :1 lants, tri :-ile 

su=1er-:,hosrhate ;clants, DAP nlants, sinrle :-:u"er-phosphate :-ilaJ'lts ar.d the 

;:;inin[" and ter.eficiatiln of YJ'.)tash. 

2?. 'I'he stud~r p::Jints :;ut tr.at i:he twc1 main factors in determinine: fer '·i­

li zcr co"ts, the costs of raw materials ar.d investment, can vary ~i[Tlifi­

cant ly Car different si t.e lrir.ations ar.d it i r; important to t.ake this intu 

account wher. r;rojE>ctin{'.' fertili7.f~r c.::Jsts and ;rices. In tbs sturly tr.ree 

di ffcrcnt scenarios WPre crinsj r!.ered in order to represent a wide rar.c-e of 

possible sHe locations. The fj rst is for a site With available s~ppor­

tin:-: infrastructure. 1;ol"!'ll:3.lly this W·•uld be in a developed country but it 

could also occur in a developin,r:- country which already has a well-developed 

fertilizer industrJ. The second scenario cvvers a site which has some 

facili ~ies but where son:c infrastructure would rave to be rrovirl.ed, and the 

tr.ird scenario is a site ::i.t a remote location without any exj stint infra­

structure. These two la-:tcr situations are most likely to occur in a de­

velopinf" country. With regard b raw materials costs, tables hci.ve been 

prepared whi di, if. ~he C'.ase of ni troe:en fertilizers, relates realization 

prices to gas prices, and in the case of phosphate fertilizers to sulphur 

ani phosphate rock prices. 

23. The new stutly shows that, allowing for a 15 per cent return on capi­

tal invested, it is juageC. that the realization price range to justify 

rew fertilizer plantc on new sites would have t> be· as follows in mid-1980 

as compared to those :reported earlier: 

Reprint of <i pape· P"'e;iarcd for the Fourth Session of the Commission 
0n Ferti li Z'!rr, R<nne, September 19T1; UNI DO doctiment lD/\oK;. ?81 /10. 

' 



Urea (ba.rr.-ed) 
Phosphoric Acid (as 100~ ~~o5 ) 
Triple Superphosphate (bulK) 
Diammoniwn Pbsphate (bul2:) 
Phosphate Rock (70 BPL) 
Potash (fob Vancouver) 

- 8 -

Realization 
current US! 

end-1977 

170-200 
27)-1 00 
no-150 
19~-210 

2:-25 
50-60 

mirl-1980 

250-?70 
.1100-420 
190-210 
280-300 

35-'15 
110-120 

24. The main factors accounting for the increased cost of production 

are the capital cost of plants and the cost of raw materials. The 

study's estimates of the cost of plants in current dollars at a location 

with some inf:r-ustructure have increased as follows: 

1650 tpd urea. ba.E'·~d on natural gas 
3 rmilllion tons/yr high grade phos­
phatt: rock 
1000 tpd phosphoric acid (100% P

2
o

5
) 

1200 tpd DAP (bulk product 18-46) 

end-1977 
S million 

230 

Bo 
155 

35 

mid-1980 
S million 

280 

112 
200 
45 

25. As reparrls raw materials, the prices assumed to obtain the realiza­

tion price shown in para. 25 above are as follows at a location with some 

infrastru..:;ture: 

J'latural gas per thousand s.c.ft. 
phosphate rock per ton 
!'.'ulphur per ton 

end-1977 
s 

1.0 
25 
65 

mid-1980 
s 

2.0 
35 

100 

26. The price of fertilizers traded internationally is difficult to 

measure. The recent trend in the price of urea, ~hosphoric acirl and DAP 

is shown in Chart B. Despite a substantial increase in price since 

Or:tober 1978 when the Second Consul tat ion was conv:ened, prices have not rea· -

ched a level which the World Pank estimates is rP.quire~ to. justify new ln­

vcr.tment. The impact of thi!: nitua.tirm on new plant constructicn is contirle-

' 
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SOURCE: Fertilizar International N0. H2, June 19Ro 
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v. r.~ONJTORJNG WORLD nnwm FOR .um SUPPLY OF F'EH'I'ILIZERS 

27. The First Consultation recognized the need for more fertilizer 

production within the developing ccuntries in order to meet increased 

consumption and assist industrial developnent. It suggested the 

followine; objectives: 

(a) The achievement by the developing CO\Ult..:·ies of sei f'­
suffi ciency in fertilizer production as s0on as pcs~i­
ble and in any case by 2000; 

(b) The production by the developing cmmtries of a sur­
plus for export; 

(c) The maintenance of reasonable balance between suprly 
and demand in the world market. 

28. Fer the Second Consultation, the UNIDO secretariat p1·epa.red a 

report which mor.itored progress towards these goalo bare1 on th~ esti­

mates of the IDIDO/FAu/IBRD Working Grou? on Fertilizer for demand ten 

years ahead ann UNIDO's own estimates of demand in the year 2000. It 

also sugfested ways to improve the infonnation presented.!(' The Second 

Consul tat ion discussed the neec'. t i p·u.blish infonnatinn a-t -the country 

level; conflicting views we1·e ..!Xpressed; and the Joj nt W0rking Group was 

asked to consider how such information could be improved. 

29. Meetjngs of the J~int Working Group were convened in VieJUla in June 

1979 and in Rome in May 1980. The Working Group's assessment of the 

world demand supply situation as at these two dates will be made avrilable 

to participants in July 198olt To help improve inforrM.tion at the coun­

try level, the Working Group invited indivLduals f~0M India and Japan in 

1979 and Brazil in 1980 to participate. UNIDO requested infonna.tion fro~ 

40 developing countries, of whom one-third responded. Th~ Working Croup 

decided to continue its ?Qlicy of publishing estimates only at the regional 

and world levels. 

The assessment as of J\Ule 1979 was :)ublished by FAO 1:1.t the end of 1979 
and entitled "Current World Fertilizer Situation an<! Outlook 1977/78 to 
19fl~~/84". The assessmeilt af: of May 1980 will bear a similar title and 
will be submitted to the FAO Commission on Fertilizers in late J'.llle 1980. 

I 
' 
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each of the last five yearf" shows ·vii.J.t: 

(a) forerasts of tte world supply/balance are subject to 
substantial chanFes from orP year to another; (seP. ~able I) 

(b) that new plants have been implemented less quickly than 
forecast in the developing countries; but 

(c) that incrcas•?S in supply capability in industrialized 
countries were ini 'tially urder-estimated.!J. 

It therefore appears tha~ more accurate inionnation at the CtJuntry level 

needs to be developed through co-operation between ind vidual coun~ries and 

UNIDO, FAO and the World Bank. 

Progress since the Second Con~ultation 

31. 'T'hc 1979 and 1980 Reports of the Joir.t Workine Group reveal the 

followinr developments in the World Fe1'"tilizer situation in the two years 

since the Second Consultation was held in November 1978. 

!/ 

(a) World cor.sumption of fertilizers (measured in terms of the 
nutrients) increased 4 per cent in 1977/78 and nearly 8 per 
cent in 1978/79; 

(b) Consumption of fertilizers in developine countries (exclu­
ding China) increased 14 per cent in 1977/78 ano 7.5 per 
cent in 1978/79; with consumption of phosphate fertilizers 
growing sljghtly faster than that of nitrop~n; 

(c) Developinr c,)Untries used 26 kilograms of nutrient per hec­
tare compared with 113 kilograms in developed countries with 
market economies and 94 kilorrams in those with centrally­
planned economies; 

(a) 'T'here has been sufficj ent production to meet demand, despite 
the closure of ioirnificant ammonia capacity in developed 
countries; 

(e) 

( f) 

Production of nitrogen fertilizers increased in developing 
countries by 12 per cent in 1977/78 and 14 per cent in 1978/ 
79. For phosphate fertilizers, the increase was 20 per cent 
in 1977/78 and ? per cent in 1978/79, 

'!'here appears to be suffici0nt production capacity in f' .is­
tence or planned to come on strP,am to meet future dema1d in 
the next three years; ho•4ever the estimated world curplus of 
supply capability is less than 5 per cent af world consumption 
for each nutrj ent and inadequate to cove::- forecastiny er.~ors 
of a size experienced in the past. 

SPl-3 Report up-rlatinr the UNIDO World-Wj rle Study of the J.'erti 1i zer 
Inrlu~tr;v rreparerl for thr. Third Conr::uJtn.t.ion, July 1980. 

I I I I I I I I I 
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(e:) Since the Seconn Consul tat ion in October 19·;3, there l.as 
been a r .. ar'.:ed slow-dowr. in tt:e develonment or firm plan> 
for new ni tro["er. fertilizer capacity in both develo t:iir.f 
ar.d developed countries and for phos;i!:ate rerti li zer ca;>a­
ci ty in the developinf countries. 

32. 'T'he world supp~.y/demand balance fer ni tropen, phosphate and potast. 

as forecast by the WL'rkinr Group in June 197?, June 1979 and May 1980, is 

summarized in Table I. 

3~. The gro.rth of fartilizer production capacity 1977-~0 and the {'TOwth 

forecast for tl1e next five years 1980-85 as estimated by tre Joint Workinr­

Group is shown in ~able II. 

14. The marked slow-down in -r:lanned additions to capacity is also re .. 1ealed 

quite clearly in Table III which comr~res the erowth in fertilizer produc­

tion capacity forecast at Jure 1980 with the forecast made in June 197G. 

Year 
EntUng 
Jt-.~ 

3C 

1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 

SOURCE: 

'!'able I 

WORKIJIC GRCXJP FOREClSTS OF 

WORLD SUPPLY AND DEMAND BALANCE 

FOR FERTILIZERS 

(million metric tons N) 

-
Nitrogen Phosphate Potash 

As at .ls at As at As at As at As at .lE at As at As at 

June June June June June June June June June 
1978 1979 1980 1978 1979 1980 1978 1979 1980 

- - - - - - - - -
o.66 - - 3.91 - - 2.02 - -
1.56 0.04 - 3.58 2.86 - 1.76 1 .85 -
2.28 0.10 0.53 2.1 .. 2.33 'J. 79 1.60 1 .77 -0.98 
3.36 1.43 o.~n 3.(Jj 2.19 o.68 1.30 1.64 -0.91 
4.35 1.90 0.98 2.64 2.21 1.01 0.91 1 .11 -0.80 
3.59 1.45 1.60 1.97 2.30 1.30 0.40 1.04 -0.23 

- o.88 2.07 - 1.80 1 .19 - 1.40 0.49 
- - 2.43 - - 0.91 - - 1.02 

--

TJNIDO/FAO/IBRD Working Group on Fertilizers, June 19'"m estimates 
arP prehminary. 

' 



,!llIB II: OROWl'B OP Pml'ILIZER PROIDCTION CAP.A.CIT!' 197 7-80 ill> ~CAST 1980-85 

capacity 

Actual Estimate 
June 1977 June 1980 ,_ -

•itr<>«enoua Pertilizera 

Developing Countries 19.6 28.5 
Developed COUDtries 58.5 69.7 

World Total 78.1 97.6 

Phoal)bate Pertilizer 

Developing Countries 4.3 5.0 
D3veloped Countries 21.7 24.5 

World Total 26.0 29.5 

Potash 

Developing Countries 0.4 0.4 
Developed COUDtriea 30.3 32.3 

World 'l'otal 30.7 32.7 

Denl!!EiD« Coantriea 
Share in World 'l'otal 

Iitrc>«en Pertilizer 25.1 29.~ 

Phosphate Pertili.zer 16.6 ~ S.8 
Potaah 1 .1 1.3 

SQJR<Z: ~DO/ftO/IBRD Work:i.ng Group on Pertilizera 

Increase in Capacity 

Forecast 3 Years Annual 5 Years Annual 
Jun'! 1985 Total Aw rage Total Average 

38.9 8.9 3.0 10.4 2.1 

76.7 10.6 3.5 7.0 1 .4 

115.0 19.5 6.5 17.4 3.5 

8.7 0.7 0.2 
I 

4.4 0.9 
27.0 2.8 0.9 5.3 1 .1 

35.7 3.5 1 .1 . 9.7 1 .9 

1. 7 - - 1 .3 0.3 
41.8 2 •. 0 0.7 11 .5 2.3 

43.5 2.0 o.? 12.8 2.6 

33.9 
24.3 
3.8 

Note: "Developing countries" include Asian CPE's 
1980 estimates are preliminary. 

c 

.... 
. ,) 

... ______ _ 



TA.BLB Illa GBOm! !B naft'ILIDR PRODJCTIOlf ~A.CI'l'f J'ORW!AST Bf JOIM' VORK'IIIO QRCXJP JTJB 1978 A.BI> JU1l!! 1980 

Briimate ot the WorkiDg Oroa.p 
Reported to the 

Second Consultation 

Batimated Increase Pore cast 
Capacity Plamied Capac:\ ty 

at up to at 
Jane 1978 Jum 1983 J\1118 1983 

(1) (2) (3) 

Nitrc>«en0\18 Pertilizera 

Developing Countries 22.9 14.7 37.6 
Developed Countries 61.9 16.1 18.0 

World Total 84.8 30.8 115.6 

Phoapba.te Pertilizere 

Developing Countries 4.6 5.1 9.7 
Developed Countries 22.2 2.1 24.3 

World Total 26.8 7 .2 ·u.o 
·Potash 

Developing Countries 0.4 o.e 1 .2 
Developed Countries ,o.8 I) .a 36.6 

World Total 31.2 6.6 37.8 

S<'TTPCli:: TllITM/FAO/TFlm w.,rkinf" r.rnun ,..,n li'erti B Zf'!r~ 

Eati•tes of the Working Group 
Reported to the 

Third Consultation 

Actual Increase Pore cast Increase Fon: ca a 
Capacity Planned Capacity Pl armed Capacity 

at up to at up to at 
June 1978 June 1985 June 1985 June 1983 June 1983 

(4) (5) (6) (7) (8) 

21.2 17 .7 38.9 11.7 32.9 
c;Q.9 16.2 76.71 1 '5 .6 7'5 .'5 
81.0 33.9 115 .o 27 .3 108.4 

4.3 4.4 8.7 2.9 7.2 
22.9 4.7 21.0 '5 .3 28.2 

27 .2 8.5 ,r;. 7 8.2 3r;.4 

0.4 1.3 1. 7 .. . . 
32.0 9.e 41.s . . .. 
32.4 11 .1 .41..5 .. . . 

Note: "Developing countries" include Asian CPE'r-; 
1980 fieures are preliminary. 

.... 
·~ 

I 

I 
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35. In other words, taking into acccunt the extension of the plam!ine 

h,)ri ,..,n in 1980 to include tw., addi tior.al yea.rs from June 1983 to .Tune 

1985, the· total world aJ11.i':'lonia capacity {existing an~ finnly planned) has 

remained the same as reported two years a.go, 115 million met~ic tons 

nitrogen al~hough sl~ghtly more phosphoric acid capacity, 35.7 versus 

34.0 ~illion metric tons P2o
5

• 

36. Under Agenda Item 3 (dealing with the Progress Report), the Consul­

tation will have the opportunity to examine the causes of this slow-down 

in new investment. Under Agenda Item 6, :New Issues for Furthei· Com:ul­

tations, there will be an opportunity to draw conclusions and recormnend 

appropriate action. 

Wa.ys to increase fertilizer consumption 

~7. The First Consultction urged that immediate steps be taken to in­

crease fertilizer consumption in developing countries and emphasized that 

"self-su•ficiencyn as eported in para. 27 abo·1e, should be interpreted 

with references not to the present low levels of fertilizer consumption, 

but to a stimulated optirm.un level of consumption • 
• 
38. The Second Col;sultation, in paragraphs 62 and 63 of its Report, 

stressed tr.e nP.ed to increase fertilizer c0nsumption and reco11111ended that 

the Joint Workill!'" Groui-: study this matter and ~~eport jointly on the pro­

gress made to the Third Consultation. At the 1979 meetiny of the Joint 

Working Group, FAO felt that the reco11111ended activities were mainly the 

concern of FAO. After consultation with UNIDO, it was agreed that FAO 

will subni~ its own report on this subject to the Consultation.!.( 

39. The World Bank Group recognises that ir.vestmcnt in distribution and 

marketing infrastructure often costs as much as the investment in the farti­

lizer plant itself and that the Bank should be more active in this field. 

Such investment is likely to be more important in the 1980's than in the 

19-o•s, when new fertilizer manufacturing facilit!es were frequently able to 

use existing distribution facilities previously used to handle imports.£{ 

. y 

FAO activities in rromoting and overcoming constraints to the efficient 
and complementary use of mineral fertilizers, organic materials and biolo­
gical ni troe:en fixation by small sc'lle fanners in developing countries • 

World Fertilizer Review and Fertilizer Requirements of Developing Countries 
to 1979. Internal Report No. 2675, SeptE111ber 1979. 

' 
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VI. PP.OGRAMME ?O S'T'fil};GTHE?; CO-OPERA'T'IO?~ F~'T'Wmi DEVEWPT?;l~ CX)UNJ'RIES 
Ill THE FER~LIZF.R I11l.JS'T'RY 

40. To implement the progra::vne of C0-0'.)erati ~n amanr- deYeloping col..&lltri es 

in the fertilizer industry sur.rested by the Seco1d. Consu:.tation (paras. 80 

to 34 of ID/221), UNIOO tool: the fo llowinc acti0n: 

(a) UNIDO prepared a prop-')sal for convening a Technical Seminar in 
China at which technolofY for the production of ammonia, urea 
and NPK fertilizers on both ci. lar{'"e a.rid srnal 1 scale wculd be 
discussed; the proposal W-C1S sub:tii;ted in 19'i9 t-:i UNDP for 
financing as an inter-rep-ional project; a nerative an~wer was 
received indicati~F that it mi~r.t be reconsidered in UNDP's 
1932 to 1987 progranme (para.81); 

('h) t!o plans were made for convening an inter-re[i -:>nal meetinf' of 
associations of fertilizer producers; the Fertilizer Association 
of India has invited UNIOO to convene such a meetil"-£ on 3 
December 1980 i.n New Delhi immediately precedine the Jubilee 
f.feetinr, of the Fertilizer Association of India (para.12); 

(c) UNIDO has offered to co-operate with OAU in the establishment 
of a Fertilizer Develo:i;xnent Centre in Africa. Proposals for 
such a centre have been prepared both by UNIOO and by the 
International Fertilizer Development Centre (IFDC); both pro­
posals are under consideration by the OAU; no action has been 
proposed for a similar certre in Asia (para.83); 

(d) With UNDP support, UNIDO has initiated a project to last 4 years 
in Arab countries entitled "Regional Co-operation Programme for 
the Develoi::rnent and Promotion of Fertilizer Production and Utili­
zation", the total cost is over USl2 million (paras. 80 and 83); 

(e) 'I'he oroposBls for trainin~ pro~ra.mmes were re~~ewed internally 
by UNIOO; it was found that they could not be financed in 1979 
or 1980; an assepsment of existinc seminars and traininr pro­
l!ra.rrmes is being made 8J1d i·r()posals for the perfod 19"2 to 19~'1 
are beinp prepared for r,ubmissi:m to potential sources of 
finan ;inr. 

41. The First Meeting of the ad hoc Conrni ttee c:1 Co-operation among Deve­

lopinr CountrieE in the Fertilizer Indu~try was convened by UNJDO in Nairobi 

in March 1980. The Suggestions made to the Meetin~ and the Report of the 

Meetin~are distributed as docwnentc for the Consultation. 'I'he recommen­

dations of the Meeting are linted in Am1ex A. 

JI rn/w;.~22/1 

y lD/l«J. 322/'? 

' 
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VII. UP-T\\TING THE umno WORLll-WIDE S'IUDY, INCWDING WE INDUSTRIAL 
PR: ...-'ARA'T'IO?; OF ORGANIC FERTILIZERS 

42. A report up-dating the UNiro War ld-Wide Study is subni "t ted as a 

background document for Agenda Items 3 a.YJ.d 6. Its contents incluGe: 

The current world situation in the fertilizer industry. 

Forecasts of demand for fertilizers in the medium-tenn 
and up to the year 2000. 

Analysis of the results of forecasts ma.de by the mnoo/ 
FAO/IBHD Working Group on Fertilizers. 

The impact of oreani c fertilizers as an additional sour~e 
of nutriente. 

Issues requiring further examinati0n. 

43. 'J"ne fourth section of this Reportincludes UNIDO's response to the re­

quest for a joint UNIDO/FAO Study of the indu3trial preparation of 

or€'8Ilic fertilizers. It is based on a consultant study ;~e-

pared for UNIDO on this subject, givi~ special attention to the proces­

sine of urban waste.1/ 

44. UNIDO agreed that FAO should report independently on this subject 

in the pa.per referred to in para. 38 above. 

!/ The Corrunercial Production of Organic Materials for Soil Improverr.ent 
in Developing Countries. 

t 
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VIII. DEVELO~T OF THE FERTILIZER INIXJSTRY IN LEAST DEVELOPED OOUNTRIES 

45. At the 5econd Consultation, UNIDO presented a survey of the opportuni­

ties for establishi:ig fertilizer production, bulk blending and bagging 

facilities in 20 least developed countries, mainly those located :n Africa.!.{ 

'lbe Second Consultation reconnen.!.ed that UNIDO give special attention to 

developing the fertilizer industry in the least-developed countries. 

46. As a follow-up to the 1978 survey, UNIDO took the folloWi.ng a~tion 

upon the r~quest of the ruuntry concerned: 

(a) in Benin, a bulk blending and baeging plant is under 
cons~:niction ana the feasibility of a single super­
phosphate plant has been prepared; 

(b) in Ihrundi, indigenous deposits of peat and phosphate 
are being P-xamined to test their suitability for the 
manufacture of fertilizers; lake Kivu gas may also be used; 

{c) in Malawi, the feasibility of establishing a plant 
producing calcium amnonium nitrate using hydro­
electric power has been prepared and a project is 
being developed; 

(d) il. Nepal, a pre-irvestment study of a bulk blending 
and bagging plant is being implanented; 

(e) in Somalia, a pre-investment study ha.a demonstrated 
the feasib:.lity of a bagging plant without bulk 
blending; 

(f) in Zaire, the opportunity to make nitrogenous fertili­
~ers using hydro-electric power and to use local de­
posits of phosphate are bsi.ng examined. 

47. UNIDO will continue to give priority to the requirementa of lea.st­

developed countries. The General Assembly has approved limited funds to 

finance the participation of selected lea.st-developed countries in UNIDO's 

prograrrme of Consultations in the 198~1981 biennium. 

1J Opportunities in Least-Develo~d Countries to Establish Facilities 
for tho Production and Distri tion of Fertilizers and the Inter­
national Co-operation Required, IDfiil.281/9. '!be tu:l report, 
UNIDO/IOD/220, covered the following cotmtries: In Asia, Afghanistan, 
Bangladesh and N e~l; in the Middle East, Yemen Arab Republic and the 
Yemen Democratic Republic; in Africa, Benin, Burundi, Central .lfrican 
Republic, Chad, Ethiopia, Gambia, Mala1d9 Mali, Niger, Rwanda, Somalia, 
Sudan, Tanzania and Upper Volta. 

' 
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OONCWSIONS AND REcor.'i·tENDATIONS 

Conclusions and RecOllllllendations of the First Meeting ot the Ad Hoc 
Committee on Cooperation ~1110ng1t DcTeloping Countries in the Fertiliser 
Industry 

6. Hai"ing reviewed the T.TOgra!!'i:llts of Action reconnended by the Second 

Consultation Blld hai.-in.; considered additional areas of co-operation, 

the Committee felt that efforts should be concentrated on the following 

limited range of activities so that practical resilts can be achieved 

quick~: 

{a) Co-operation for the developnent of the fertilizer 
industry in Africa should be given first priority. 

(b) Co-operation should be extended to the Governments 
of African States and to the Inter-African Fer·'ilizer 
Conni ttee of the OAU: 

(i) to develop, co-ordinate and implement 
national and su"irregional fertilizer 
industry developnent plans; 

(ii) to establish and operate an .lfrico.n 
Fertilizer Development Centre; 

(iii) to prepare f\lr the creation of an 
African Association of Fertilizer 
Producers. 

{c) Request UNIDO to compile, up-date 8JU1ually and circulate 
to all developing countries a "Catalogue of Technical 
CBpa.bilitiee aim.ilable in Developing Countries" which 
describes the spe 'ific areas in the developnent of the 
fertilizer industl"J' in wtich devel•~ing countries have 
sutfic.1.ent expes.d.ence and technical competence to ofter 
co-operation to other countries; the first issue should 
be compldted by end-1980. 

(d) Request UNlDO to pro1note and finance ECDC project in 'tht 
fertilizer industry requea'ted by developing countries and 
to discuss With the Oovermnent of those developing coun­
'tri es which have an established f drtilizer industry the 
contributions ~,hey might make; 

(e) Request UNIDO to prepare and distribute well in advance 
a compreh~nsive lint of the technical •eminara a::..i 
training programmes organized in developing e~un~ries 
and to prepare detailed proposal• covering the years 
1981-1983 that would facilitate a much greater exchange 
ot e1perience among developing countries. 

(t) Requeot UNIDO to prepare tor con•ideration ot the Third 
c~nsultation on the Fertilizer Industry proposals tor 
atrcnethening both technical and economic co-operation 
among developing countri ell t&Jc:ing into account 1 · 

' 
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(i) the activities of existing national, 
regional rJld international associa­
tions of fertilizer producers in 
de,~e~~ping countries; 

(ii) the fonnation of regional as£ocia­
tions of fertilizer producers in 
At'ri ca and Asia as recommended by 
the Conmi ttee; 

(iii) the proposal that a Developing 
Countries' Association of Fertilizer 
Producers be fonned. 

(g) Suggest that the Committee be converted into a Pennanent 
Comittee meeting amiuall.y, that the next meeting be held 
in 1981 and that in the interim period the Chairman end 
three Yice-Chainnen assls1; the UNIDO Secretariat in im­
plementing the above progr9.111Me • 

... :• ... 
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