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A CHANGING FERTILISER INDUSTRY

BY Tom Jago,
President EFMA

INTRODUCTION

The European Fertiliser Manufacturers Association (EFMA) is an organisation
presently made up of the Western European producers only. Its membership is made
up of the following companies.

Hydro, Kemira, Grand Paroisse, BASF, DSM, Fertiberia, Enichem, IFI, ICI, Agro Linz,
Quimegal, and the Greek Industry. Its members account for some 90% of the regions
Nitrogen Fertiliser production capacity and 70% of the phosphate fertiliser
production. By the end of this year 1995, EFMA members will account for
approximately 70% of the Western European Fertiliser market. If we can examine
table 1, we can see the breakdown for each of the members of EFMA based on total
production capacity and also showing the production sites based across Europe.

Over the past ten years fertiliser consumption in Western Europe has fallen by 25-
30%. This along with declining farmers incomes, reform of CAP and Environmental
issues forced a major restructuring to take place in the fertiliser industry. This
rationalisation in capacity and in manpower levels can be clearly seen when one
examines in table 2. This table shows the companies that are no longer active since
1984. It should be noted that while some factories did close many companies merged
with former competitors or were acquired during a period of expansion by certain
companies to leave us with the present structure of the European Industry today.

EUROPEAN FERTILISERS MANUFACTURERS ASSOCIATION

As mentioned already, EFMA is made up of 12 Western European producers with its
main office located in Brussels employing a staff of 8. The associations main activities
would be centred on trade policy issues, agricultural issues, environmental issues,
technical issues and information/data. The staff within EFMA work in partnership with
the commission and the relevant DG’s in the areas of mutual benefit. The following
would be some of the pro-active projects that EFMA is currently involved with:

Russia project,

Central/East European Initiatives,
BAT booklets

Benchmarking.

We have just completed some few years of stability within the fertiliser market in
Europe following the restructuring of the late ‘80's/early ‘90's but already EFMA is
involved in preparing its members for further initiatives that will develop as Russia and
Central Europe become bigger players in what is now known as the Central/Western
- European Market.



EFMA members have benefited from this restructuring and after a number of losg
making years have re-emerged a fit and leaner industry that will remain as the main
suppliers to Western European Agriculture.

Table 3 shows just how drastic a rationalisation policy that was introduced in the early
nineties where over eleven million tonnes of capacity was taken out of production. A
small portion of this reduced capacity would be balanced by increased capacity in
existing plants through modernisation, BAT techniques, and improvements to more
cost effective production systems.

LATE ‘80°’s EARLY ‘90’s

At thié stage 1 think its worth reviewing some of the factors that brought about this
major change in the Western European Industry. | feel the main reasons can be
categorised as follows,

A. Introduction of the Common Agricultural Policy (CAP)

The common Agricultural policy introduced during the McSharry era, brought about
fundamental changes to Agricultural policy right across The European Market, to
competition on a world market scale, including the introduction of a set-aside policy
which reduced the grain acreage in the EU by 15% initially.

B. Environmental Legislation

Throughout this period there was a move towards (sustainable agriculture) where the
non farming community is taking a much bigger interest in what is happening at both
farm and industry level. The consumer is becoming more knowledgeable and being
made more environmentally aware than heretofore and new legislation is being
introduced that is going to have an impact on the fertiliser market.

Water quality and the best Nutrient Management Techniques are being discussed
and this has resulted in some environmental legislation being introduced which
hopefully will have more of a scientific basis rather than based on emotive factors.

C. Falling Farm Incomes

It is still up for discussion whether this actually is a real farm income fall or just a
perceived fall in incomes. Certainly in some sectors of agriculture, prices have fallen
but correspondingly in other sectors for example, milk price has been increasing for
the past number of years after an initial fall. Compensation payments/subsidies where
made available for the beef industry to recompense farmers for the expected fall in
beef prices. However, this fall has not occurred to date but farmers are still reaping
the benefits from the structured payments.

D. Decline in Farmer Confidence
Due_to the press coverage of CAP and its possible implications, there has been a
decline in usage of farm inputs and possible overreaction by farmers where farm

!nputs have been reduced with the short term view that this will lead to increased
Income by not spending.
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PROBLEMS FOR EFMA MEMBERS 1988 - 1994

The fertiliser industry is subject to supply/demand Situatio i '

markets. Following is an overview of someyof the major probTer?st Ifgrnllicl):?\ﬁl/;: cr)nrgr;nnct):(il::
in the early 1990's. The EFMA Nutrient N capacity (table 4) and the EFMA Nutrient N
consumption (table_ S) show the actual figures up to the year 1995 and the projected
f|gure_s forward until the end of the century. An examination of these graphs shows
how in thg early 1990's the capacity was brought more into line with the actual
consumption and the projection from now until the end of the century shows that
supply and demand are likely to be more in balance for Nutrient N. As mentioned

ear.lier, the industry has gone through a number of traumatic years and these were
mainly governed by the following:

A. The industry was faced with a decreasing collective market share in a
declining market.

This resulted in fierce competition in pursuit of sales volumes.
This led to the knock-on effect and continuing serious erosion of prices
EFMA members reported large losses particularly in 1992 and 1993.

COow

OVERVIEW
A summation of the key features in recent years which show:

Declining consumption.

Production over capacity.

Dumping from outside Western Europe.
State ownership.

Rationalisation and closures.

Poor financial performance.

TMoOwy

However, we now have a European Fertiliser Industry that ‘is b-etter p're.par.ed for the
next century and even though the outlook for N consumption is declining in Europe
the forecast is positive for the rest of the world, (table 6).
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Table 1

West European Fertilizer Industry — 1995

Norsk Hydro Norway - Germany, N'lands, 11
France, Sweden, U.K.
Kemira Finland - Denmark 6
Netherlands, Belgium, U.K.
Grand Paroisse France 5
Basf Germany - Belgium 5
DSM Netherlands 2.5
Fertibera Spain 3
Enichem ltaly 2
IFI Ireland 1.5
ICI G.B. 1
Greeks Greece 1
Agro Linz Austria 1
Quimigal Portugal 1
Total 40
Table 2
West European Fertilizer Industry
Companies No‘Longer Active Since 1984
Company Location Acquired/Merged
Fisons U.K. Norsk Hydro
NSM Netherlands Norsk Hydro
Windmill Netherlands Norsk Hydro
Esso Netherlands Kemira
Carbochemique Belgium Kemira
Cofaz France Norsk Hydro
AZF France Grande Paroisse
Ruhr Stickstoff Germany Norks Hydro
Rostock Germany Norsk Hydro
Hoechst Germany Closed
Enfersa Spain Fertiberia
Cros Spain Fertiberia
Agrimont ltaly Enichem
Supra Sweden Norsk Hydro
Fredericia Denmark Kemira
Richardsons N.I. l.LEI.
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Table 3

Fertiliser Plant Closures

1990 - 1994

_ Capacity
Company (‘000 Tonnes Product)
Kemira 850
Grande Paroisse 590
Fertiberia 2,710
Agrolinz 200
Enichem 2,280
Basf 700
Hydro 2,205
Quimigal 140
DSM 425
ICI 450
Hellenic 300
SKW (Piesteritz) 600
Total 11,450*

Closure of additional 0.8m. tonne indicated
in recent EFMA Stuay.

Table 4

EFMA Nutrient N - Capacity
Nutrient N (m tes)

16

14 {145

12

\
105105 104 10.1 10.1 10.1

10 -

88/89 90 91 92 93 94 95 96 97 98 99 99/00
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Table 5

EFMA Nutrient N-Consumption

Nutrient N (m tes)
16

14 |

12 4

11.2
11.1
10.3

10.1

10 - 9.2 9.7

9.4 8.8

88/89 90 91 92 93 94 95 96 97 98 99 99/00
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Table 6
World Nitrogen Consumption Forecast

(Tonnes N. Millions)

88/89 94/95 Change 98/99 Change
W. Europe 11.2 9.3 -1.9 8.4 -0.9
C. Europe 4.5 2.1 2.4 2.7 +0.6
FSU 10.0 2.6 -7.4 3.8 +1.2
Sub Total 25.7 14.0 -11.7 14.9 +0.9
N. America 95 12.5 §43.0 13.7 +1.2
L. America 3.8 3.9 +0.1 4.8 +0.9
Oceania 0.4 0.7 +0.3 0.9 +0.2
Africa 1.2 1.4 +0.2 1.6 +0.2
N. East 3.3 3.6 +0.3 4.5 +0.9
S. Asia 9.1 12.1 +3.0 13.9 +1.8
E. Asia 4.0 4.6 +0.6 4.8 +0.2
Socialist Asia 19.0 19.2 +0.2 20.3 +1.1
Sub Total 50.3 58.0 +7.7 64.5 +6.5
Total 76.0 72.0 -4.0 79.4 +7.4

SOURCE: IFA (May 1995)
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