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Introduction

The British Sulphur Corporation is very proud and
privileged to have been given the opportunity by the
Scientific and Technological Information Research
Institute (STIRI) of the Ministry of Chemical Industry of
the People’s Republic of China to publish, in joint
venture with the STIRI, this special Chinese Edition of
the World Fertilizer Industry Review for circulation
within the People’s Republic of China.

The Directors and Staff of British Sulphur note with
much pleasure the keen interest and the high profes-
sional esteem throughout the Fertilizer Industry in
China for British Sulphur journals and publications on
the World Fertilizer Industry.

This, the first Special Chinese Edition of the World
Fertilizer Industry Review which is aimed at a broad
readership of some 3000 executives in the Fertilizer
Industry of China, contains a selection made by STIRI of
the most important features and articles, published
during the preceding year in ‘Nitrogen’,'Sulphur’ and
‘Phosphorus and Potassium’. It is envisaged that a
similar procedure will be followed in subsequent years
thereby ensuring the continuity of provision of a
compendium of accurate and comprehensive informa-
tion on the developments in the World Fertilizer
Industry outside China. The concept and implemeh-
tation of this publication underlines the spirit of
co-operation between British Sulphur and China’s
Fertilizer Industry and particularly STIRI. We wish to
acknowledge the positive attitude and the great efforts
of the staff of STIRI which have advanced this project to
its successful realization and British Sulphur wishes to
place on record its thanks and deep appreciation.

Good communications and better availability of
information provide strong bridges across the globe
causing distances to shrink and resulting in better
understanding and closer co-operation.

Information on all aspects of the World Fertilizer
Industry is of special importance because of its impact
on food supply and thus on the well being and progress
of mankind. In China, the World’'s most populous
country, agriculture plays a key role in its fast
expanding economy, and fertilizer know-how and

technology have been allotted pride of place in the
continuing challenge of providing adequate supplies of
food and natural fibres.

The articles, selected by STIRI for presentation to the
executives in China’s large Fertilizer Industry from the
journals  Sulphur, Nitrogen and Phosphorus and
Potassium, deal with key issues in the World Fertilizer
Industry. Against the background of the current status
of supply and demand of fertilizer raw materials,
intermediates and finished fertilizers, particular
emphasis is being placed on identifying global, regional
and country developments in the World Fertilizer
Industry and even more importantly the impact of new
process technology, new equipment and new develop-
ments in agronomy, soil and plant science.

Between now and the end of the millenium, in
common with other economically dynamic developing
and densely populated countries, China is expected to
expand its supply capability of fertilizer raw materials,
intermediates and finished fertilizer from indigenous
resources as well as by imports of plant, equipment and
know-how from abroad. Similarly, it can be expected
that China will continue to play a major role on world
fertilizer markets as a competitive large scale importer
thereby exercising a strong influence on the pattern
and level of world trade. Inevitably, these developments
will be accompanied by major advances in technology
of transport, handling, storage, environmental controls,
data processing etc., which can be expected to
enhance the infrastructure of China’s fertilizer industry
and agriculture. By the provision of the Chinese edition
of the World Fertilizer Industry Review, British Sulphur
is privileged to make a modest contribution to the wider
dissemination of competent information and data on all
aspects of fertilizers in accord with the objectives of
Ministry of Chemical Industry and the Government of
the People’s Republic of China.

J.M. Lancaster
Chairman and Managing Director
The British Sulphur Corporation Ltd.
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The Future of Fertilizers
in the International Context

The supply, demand and trade prognosis for the
major fertilizer nutrients (nitrogen, phosphates and
potash) vary significantly. Short-term movements in
supply/demand and pricing of fertilizer materials often
follow a similar pattern. In times of general economic
recession, for example, all fertilizer products will tend to
suffer a decline in demand and price. This is amply
demonstrated by the following historical data:

World Fertilizer Consumption
(million tonnes nutrient)

1980/81 1981/82
Nitrogen 60.6 60.7
Phosphates 31.6 309
Potash 243 239

It should be noted that a failure to register growth is
regarded as a set-back in the fertilizer industry. This is
particularly valid for the nitrogen industry as this is a
nutrient which is short-lived in the soil. Phosphate and
potash applications on the other hand tend to form a
labile pool of nutrient in soil which will eventually
become available, thus allowing the farmer to risk
reducing usage in periods of economic difficulty.

The movement of prices across the major nutrients
also frequently demonstrates short-term unity:

Fertilizer Price Movements
Peak Price Base Price
1980/81 1982/83
Urea
(bulk f.0.b. W. Europe) US$220 US$115
DAP
(bulk f.0.b. US Gulf) US$220 US$160
(higher in 1979/80
at $250
Potassium Chloride
(bulk f.0.b. Vancouver) US$112 US$71

There is no reason to believe that such across-the-
board responses to overall economic activity will
cease to be a feature of the fertilizer market. What is,
perhaps, more significant is the point from which such
generalized fluctuations commence.

Nitrogen

After a long period of stability in the second half of
the 1970s during which price levels made a steady
recovery from the slump of 1975, the first half of the
1980s has seen some wild fluctuations. The mini-boom
of 1980/81 witnessed peak urea prices of US$235
f.o.b. bulk West Europe. Since then prices have sunk as
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low as US$135, recovered to US$170-175 and are
currently slipping back below US$140.

The degree of instability demonstrated by urea over
the last year exceeds that displayed by other nitrogen
products such as ammonium nitrate or merchant
ammonia and also has been more marked than
movements by potash and phosphate products. It
would appear that two main factors, significant for the
future, underline this recent price instability:

® the nitrogen industry, and the urea sector in
particular, is moving towards supply/demand equili-
brium with no long-term advantage for supplier or
consumer.

® the traded volume of urea is more significant in
relation to production than for products such as
merchant ammonia. In 1983/84 urea exports at 6.3
million tonnes N represented 27% of fertilizer urea
produced. The impact of traded tonnage is
increased by the uneven balance of movements.
East European producers accounted for 47% of
world exports in 1983/84. The two major Asian
import markets, India and China, accounted for 39%
of world urea imports.

It is clear that the continuing strength of such major
exporters/importers will add to the volatility of the urea
market. A concerted or coincidental reduction in
purchases by China and India or unanticipated non-
availability from East Europe will continue to cause
sudden price movements.

More generally, the long period of over-supply
which has characterized the nitrogen sector is moving
towards its end. The low levels of price in relationship
to the high cost of investment in nitrogen capacity has
inhibited new investment over the past few years. The
vulnerability of exporters dependent on the export
market has concentrated what investment has occur-
red in countries with captive demand. Overall debt
problems exacerbated by a strong dollar have greatly
reduced the number of developing countries where
major investment is remotely possible.

The nitrogen market is, in short, moving towards
supply/demand equilibrium in the short-term and a
gradual tightening in supply in the medium-term.
Demand growth of even half the rate achieved during
the 1970s will be untenable by the end of the 1980s.

Phosphates

The world phosphate industry is in an unenviable
situation currently. It is squeezed between static or very
slow demand growth on the one side and a continuing
build-up of phosphate fertilizer capacity on the other
side. This situation has been reflected in the poor price
levels which have obtained in the phosphate sector
since the 1980/81 mini-boom. This year even the
seasonal upturn in demand and prices normally
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expected in Spring has not come to pass and today
prices of US$165-170 f.0.b. bulk US Gulf for DAP do not
even cover the cash costs of production for a number of
companies.

The problem of the phosphate industry is most
critically apparent in the export sector and export
products, notably DAP, TSP and merchant phosphoric
acid. Traditionally the major exporter of processed P,05
products has been the US industry. The emergence of
a powerful North African and Middle Eastern export
industry coincided with an expansion in US export
capacity and the stagnation of the market in the late
1970s. The upshot of these parallel developments is
that world phosphoric acid capacity of 34.5 million t/a
P,05 is running at only 69% of nameplate capacity and
if the present slow demand growth trend is maintained,
existing capacity will suffice to meet consumption for
the remainder of the decade.

As existing phosphoric acid capacity is about to be
supplemented by a major new Moroccan complex
(4,000 t/d P,0sg) and a number of other units, there is
little likelihood of the pressure on producers and export
prices diminishing in the medium term. Indeed, the
economic position of phosphoric acid manufacturers is
being further undermined by the rising cost of sulphur, a
major input in phosphoric acid manufacture.

The future then sees a continuing over-supply of
phosphates and particularly of export products. The US
industry, functioning in a free market economy, seems
likely to lose a part of its export market share to the new
industries of North Africa. Indeed, the US industry may
well become the world’s swing producer of export
phosphate fertilizers.
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Potash

The potash industry is without doubt the most stable
sector of the world fertilizer industry. As with the
phosphate sector, the downturn in fertilizer demand
after 1980 caused by world economic recession
created an excess of supply capacity over demand.
However, given the limited number of suppliers, such
demand fluctuations are not generally accompanied by
dramatic price fluctuations, From Vancouver, f.o0.b.
potassium chloride prices have moved as follows in
recent years:

1982 US$93-100, fallingto  US$72-78
1983 US$71-73
1984 US$77-80 risingto  US$82-85

Several projects initiated during the second half of
the 1970s have come on-stream recently or will do so
in the near future and these facilities should guarantee
an adequacy of supply into the long-term. Canada
remains the world’s largest exporter of potash but in the
medium term the Saskatchewan producers in particu-
lar will come under pressure from new producers in
New Brunswick and possibly Manitoba and Michigan
as well as existing producers in the GDR, USSR, Jordan
and Israel.

In short, even if world potash demand recovers to the
34 million t/a K,O mark by 1990, sufficient supply will
be available to accommodate it.
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