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PROFITS B y  M o e  R u ss  e l l

Moe Russell is president of Russell Consulting 
Group, Panora, IA. Russell provides risk 
management advice to clients in 34 states 
and Canada. For more risk management tips, 
check his Web site (www.russellconsulting 
group.net) or call toll-free 877-333-6135.

While wholesale prices for 
many fertilizers have de-

creased sharply since the highs es-
tablished last summer, local retail 
prices have not necessarily followed. 
The prices paid by retailers for  
fertilizer that will be applied this 
spring vary more than at any time 
in history. Some retailers wanting to 
secure supplies for their customers 
and protect against rising prices 
purchased a portion of their upcom-
ing fertilizer needs at relatively 
higher prices last summer. They  
are now facing a problem with their 
customers who can purchase the 
same product elsewhere at a lower 
cost. Other suppliers who waited to 
commit – often those with limited 
storage capacity or strapped finan-
cially by making large margin calls 
on sold grain – are now paying gen-
erally lower wholesale prices. 

These price differences are often 
more than the total cost per ton 
paid by these same retailers just  
a few years ago. Those who bought 
high will be trying to compete in  
the market but still attempt to cov-
er their costs; those who paid lower 
prices may try to be more aggres-
sive in pricing under their competi-
tors. Since any individual retailer 
may be operating under a variety  
of conditions, a wide range of  
prices is to be expected locally.

Less fertilizer was applied last 
fall in the Corn Belt than in several 
years due to the economic uncer-
tainties and wet fall conditions. This 
has resulted in higher fertilizer sup-
plies in distribution channels, but 
many are worried about supplies 
this spring.

Fall nitrogen applications are not 

as common in the eastern Corn 
Belt, so while distribution channels 
here are accustomed to supplying 
more preplant and in-season appli-
cations, the push back to spring  
application in other parts of the 
Corn Belt could strain the network 
as a whole.

Long-term Relationships 
Maximize Bottom Lines

Value of supplier 
relationship 

These conditions place more 
importance on the value of sup-

plier relationships. Manufacturers 
have been downloading much of the 
risk to suppliers. Suppliers do not 
have the risk-bearing ability to offset 
these price fluctuations. And with 
more nitrogen produced international-
ly, transportation and logistic issues 
will affect cost and supplies like never 
before. Therefore, growers will benefit 
from having some degree of assur-
ance they will be able to get the prod-
uct they need, when they need it and 
with adequate support both in exper-
tise and equipment. 

Checking fertilizer prices from more 
than one supplier may not be the best 
long-term decision. The financial con-
dition of your supplier, his equipment 
and services available and consulting 
services may be more important than 
price. You need to be comfortable that 
your supplier will have the materials 
on hand when you need them this 
spring. 

In summary, managing risk and maxi-
mizing profitability is less about mini-
mizing input costs and more about 
getting good marketing results, man-
aging machinery and labor cost per 
acre and agronomic management.  7
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