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Abstract

	 Over the previous decade the collection of countries known as the BRIC 

nations has worked together to advance social and economic agendas.  These 

four nations represent unique challenges and immense opportunities for MNC’s 

searching to expand their business into these countries.  This paper reviews these 

opportunities and challenges in the context of the fertilizer industry and provides 

an overall outlook for this international market.   Recommendations are provided 

for how an international business might succeed in each of the BRIC nations.     

Keywords:  BRIC, fertilizer, international policy, trade theory, globalization

Paper classification – Research, Theoretical framework, Globalization

	 As populations in developing nations continue to grow, so does the global 

demand for food.  Supplying this increased demand will require more efficient 

means of grain production.  Seed companies continue to manipulate seed genetics 

to increase yield, chemical companies are creating more targeted herbicides and 

pesticides to reduce crop failures, and fertilizer manufacturers around the world 

are increasing production capacity in response to demand.  The BRIC countries 

(made up of Brazil, Russia, India, and China) constitute much of this increased 

demand for both food and fertilizer.  This creates both evolving challenges and 

new opportunities for global fertilizer companies operating in these nations.  The 

purpose of this paper is to describe the fertilizer market conditions in the BRIC 

countries and to assess the opportunities unique to each country.

		  BRIC Countries

From Concept to Political Reality

	 BRIC is an acronym that stands for the four nations Brazil, Russia, India, and 

China.  The name originated in 2001 with Goldman Sachs market analyst Jim O’Neill 

in an attempt to identify the four most influential entities representing emerging 

markets at the time. (Mielniczuk, 

2013). O’Neill claimed that these markets would be safe areas in which to invest 

during the first part of the current century.	

	 The term BRIC was created to represent emerging markets where investors 

could focus their capital.  This begs the question - what do the BRIC countries 

have in common that make them such a viable alternative to other markets?  On 

the surface, they don’t seem to have much in common.  They are geographically 

separated, culturally unique, and conduct business in distinctly different 

ways (Ralston, et al, 2015).  Moreover, diplomatic tensions can sometimes 

dominate the relationships among BRIC countries (Sparks, 2015).  

Their ostensible commonalities of population and economic size are far 
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outweighed by the differences between each of them (Stuenkel, 2013).  So what 

contributes to investor stability?    Elfakhani and Mackie (2015) suggest that three 

elements make these nations viable investment environments: strong financial 

characteristics, solidified social institutions such as healthcare and education, and 

protection of individual and corporate property rights.

	 Since its inception as a collective over a decade ago, the group has become 

more economically integrated.  From 2002 to 2012, trade between the BRIC 

nations increased 1,000% to approximately $320 billion annually (IMF, 2011).  

Perhaps more importantly, however, the BRIC nations have come together to 

cooperative politically, in an attempt to advance common social agendas.  Following 

the first BRIC summit in 2008, the nations have met each year to discuss such 

politics.   Common themes from these summits include a call for “non-intervention, 

technology transfer to promote development, poverty alleviation, reform of the 

security council, restructuring of the institutions of economic global governance, 

... [and] respect for international law” (Mielniczuk, 2013, p. 1087).  

Brazil

	 The global increase in natural gas, a main feedstock for nitrogen-based 

fertilizer production, has made Brazil less competitive in the production of 

nitrogen-based fertilizers (Protti-Alvarez, 2014).  Natural gas is expensive in Brazil 

compared to global prices – in March 2015, the landed price of natural gas was 

$6.51/MMBtu in Rio de Janeiro, while it was $2.70/MMBtu in the United States 

(Waterborne Energy, 2014).  The nitrogen-based fertilizers they do operate are 

becoming less competitive, while alternatives for exporting these tons continue to 

diminish.  

	 Brazil’s growing population continues to fuel an annual 4% increase in 

fertilizer demand, but they continue to reduce production capacity by 3.3% each 

year.  Consequentially, Brazil imports 70% of its fertilizer needs (Protti-Alvarez, 

2014).  As a developing nation, Brazil lacks a sufficient infrastructure to import 

fertilizer at major ports and to transport it inland, and they are faltering in making 

investments in this regard to reduce constraints (Stewart, 2014).   Logistics has 

become the major challenge to buying and selling fertilizer in Brazil.

	 While Brazil lacks the competitive advantage in nitrogen-based fertilizer 

production, they are uniquely efficient in the production of ethanol.  This is 

because they produce ethanol from sugar-cane, instead of the corn-based 

ethanol produced in the United States.  Sugar cane-based ethanol has an energy 

balance that is seven times greater than corn-based ethanol, which significantly 

reduces operating costs (Mejean & Hope, 2010).  

Ricardo (1817) suggests that a nation should produce more of and consume less 

of the goods in which they have a comparative advantage.  For Brazil, this means 

an opportunity exists to employ a countertrade strategy with the United States.  

Brazil should increase sugarcane production and import nitrogen-based fertilizer’s 

from the United States.  In 2013, the United States reduced Brazilian imports of 

ethanol by 40%, and became a net exporter of the commodity (Hill, 2014).  As 

a result, the Brazilian government increased tax breaks to ethanol exporters 

(Fox News Latino, 2014).  These two countries would be better off increasing 

production in the goods where they have the comparative advantage and trade for 

what they do not.  

Russia

	 Russia poses significant risks to international companies wishing to conduct 

business there.  Russia is experiencing a currency crisis and the overall economy 

has been hurt by the lowest manufacturing output in five years (Di 

Christopher, 2015).  In response, Russia is expected to impose currency and 

capitol controls to curb the problem.  Political unrest between Russia and 

Ukraine has created supply disruptions of fertilizer – an estimated 25-40% 
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reduction in nitrogen exports from the region as a result (Quinn 2015).  

	 Russian President Vladimir Putin continues to nationalize the energy sector, 

most recently through the buy-out of BP’s oil assets in the country (Frum, 2012).  

This has deterred investors in all energy-related industries (including fertilizer) 

from investing in Russia.  Moreover, Russian exports are hindered by international 

trade barriers, most notably the protective anti-dumping duties imposed by 

the United States (Quinn, 2014b).  Rampant corruption and slow bureaucratic 

processes also hinder business for international firms operating in the country.

	 In regards to specific challenges to the fertilizer industry in Russia, credit 

seems to be a major issue.  This includes a faltering consumer credit market 

(Kobzeva & Winning, 2014), business loan market (Blakewell, 2014), and the 

national credit rating of Russia, which was recently downgraded to junk status by 

the S&P (Rooney, 2015).  The struggling credit market in Russia makes it difficult 

for exporters to attain lines of credit necessary to secure traditional export 

financing (Ring, 1993).

	 While Russia seems committed to continuing the production of nitrogen-

based fertilizer, they will need to find new ways of exporting the product.  They 

are a nation that is asset heavy and cash poor.  The opportunity for international 

fertilizer trading companies therefore lies in collateralized-debt contracts.  This 

means credit defaults result in a foreign entity owning Russian production assets, 

and would most likely be inclined to sell those assets to (presumably) a private 

party within Russia in order to recoup cash losses.

India

	 Operating in the India requires an understanding of the extensive history 

of government intervention in the fertilizer industry.   The Indian government has 

implemented policies in the past which include “retention price schemes, decontrol 

of prices, nutrient-based pricing, [and] nutrient based subsidies” (Praveen, 2014, 

p. 163).  This has created uncertainty in the market as the market-based factors 

are skewed by intervention.  Other challenges that exist in the Indian market is 

a reduction in farmable land due to growth of major cities, as well as shrinking 

reserves of water used for irrigation (NAAS, 1997).

	 The growth rate in fertilizer consumption within India between 2001 and 2010 

averaged 5.86% per year (Praveen, unknown).  Demand increased by six million 

metric tons during that span, but production only increased by two million metric 

tons.  In response to this growth in demand, India has continued to add production 

capacity, and they currently operate one of the most efficient and highly utilized 

assets in the global market.  However, they do have a few plants that are under-

utilized and use older technology.  This creates opportunities for international 

fertilizer companies to address this increase in demand that is currently being 

satisfied via imports.  Foreign direct investment can bring needed capital to the 

country to improve the weaker production assets, either in the form of greenfield 

production to replace the old plants or to upgrade these existing assets with 

foreign technology.

China

	 Not only is China the most populous country, it also has a rising standard of 

living and growing urbanization – all contributing factors to the country’s increased 

need for food (USDA, 2015).  As standards of living rise, Chinese citizens 

have switched from a plant-based diet to an animal based diet, which requires 

more grain (as animal feed) to produce.  In response to this demand, China has 

increased production capacity over the last decade to become the world’s largest 

producer of nitrogen-based fertilizers (Quinn, 2015).  Production capacity 

is 131 million metric tons per year, but domestic demand is only 74 million 

metric tons (Tan, 2015b), creating an oversupply in China, leaving them to 

export the remainder.
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	 One of the challenges that international fertilizer companies have faced in 

the past has been the Chinese government’s inclination to impose trade barriers, 

creating additional market volatility.  Despite the oversupply, China regularly has 

seasonal outages.  This forces them to close the door on exports with high export 

tariffs, only to drop them again after the season (Tan, 2015a).  An additional 

challenge in China is soil contamination, which reduces grain yields and usable land 

for growing crops (Patton, 2014).

	 Maintaining an adequate food supply is important for the Chinese 

government.  This requires them to import much of their grain needs, in particular 

from the United States and Brazil.  They are expected to represent 40% of the 

rise in global corn demand over the next ten years (USDA, 2015).  The opportunity 

for China lies in a countertrade scheme in which they trade more fertilizer to the 

United States while increasing grain imports from the same.  The reason lies in 

the comparative advantage of each nation.  The United States is more efficient 

in producing corn, for example, at an average yield per acre of 150 bushels (Ag 

Professional, 2013).  China’s average yield per acre is 100 bushels, and this lower 

yield comes in despite of a higher Chinese application rate per acre than farmers 

in the United States.  Allowing the United States to produce grain and trade for 

fertilizer from China would add value to both nations’ trading overall economy by 

utilizing their comparative advantages.
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