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two months of operation of the New Marketing System
(NMS) which commenced on December 1, 1978 in the
Chittagong Division of Bangladesh.



B. Conclusions

The New Marketing System (NMS) with unrestricted sales of
fertilizer to wholesale dealers, retail dealers, and farmers is
off to a very good start except in the Chittagong Hill Tracts
District. The ingenuity, hard work, and dedication to make the
NMS function is a tribute to the Chittagong Division Manager,
his 5 District Managers, and their staffs, They all have made on
the spot decisions and developed procedures to handle new
problems which appeared daily, They employed their own
strategies, worked out plans, and then implemented them.

The NMS faced supply constraints in December 1978 and
a 12 day strike by BADC employees in January 1979, Even with
these handicaps, sales for the first two months under the NMS are
up 2,859 product tons 5,5% over the same two months a year ago.
More importantly, the 15 Principal Distribution Points (PDPs) are
handling 67. 7% of division's total sales. 4 year ago all sales were
being channeled through 105 thana sales centers, Uader the new
system, PDP sales have reduced BADC costs of multiple handling,
warehousing, transportation and related product losses, However,
the full potential saving in costs will not be realized until under
utilized BADC Thana sales centers have been closed, An evalua-
tion of costs under the NiMS compared to the old system needs to
be undertaken in order to provide NMS managers with the
information they need tc make key decisions, Also, wholesaler
and dealer costs need to be determined to ascertain if discount
rates are equitable,

As the NMS matures, sales from the PDPs should continue
to increase, Already PDP sales are such that a number of thana
sales centers can be closed, Eventually it is expected that all
but the most remote thana sales centers will be closed,

Retail prices have dropped in areas around PDPs. Prices
in remote thanas are still higher than official prices as was the
case before the NMS was launched,

A new group of rnerchants -- fertilizer wholesalers -- has
begun forming in the Chittagong Division business community,
These businessmen are using private sector know-how to move
fertilizer by the cheapest and most effective means possible from
areas of surplus to areas of need, This has improved the flow
of fertilizer throughout the division,



Except in Noakhali and the Ch%{ gong Hill Tracts Districts,
fertilizer stocks on February l, . $77 were not adequate to meet
sales targets in Chittagong Division for even a two month period.
The critical Districts were: Comilla, Chittagong, and Sylhet.
Maintaining an adequate supply continuously on hand at the sales
points is a prerequisite for the success of any marketing system,
and the NMS is no exception,

Although transportation problems are serious they appear
to be largely the result of BADC's current contracting methods,
These can be improved upon.,

Warehousing capacity is inadequate. This is especially
true in the Comilla District, where priority should be given to
warehouse construction under USAID Phase II and where some
temporary (possibly tin shed) storage will probably have to be
constructed in short order.

Dealer classification needs to be considered to solve several
current problems. It would also serve as a means to allocate
fertilizer should a serious fertilizer shortage occur,

DAP sales are just getting underway, Farmers are
pleased with the initial results they see from their use of this
new product, An active BADC dealer training program on DAP
and a promotion program with the various extension services
needs to be started, Coordination of this program should be
initiated between top management of BADC and the Ministry
of Agriculture.

Modifications necd to be made in the NivS to solve other
problems such as a new staffing pattern to meet the demands of
the NMS. Some suggestions are offered at the end of this
evaluation report.



C.

Backg round

In October 1961 the East Pakistan Agricultural Development
Corporaticn (EPADC) was formed under the Ministry of Agriculture
tc market and distribute agricultural inputs. The name of the
corporation was changed to the Bangladesh Agricultural Develop-
ment Corporation (BADC) when Bangladesh came intc being in
1971,

BADC is headed by a Chairman who reports to the Ministry
of ngriculture, Reporting tc the Chairman are several Member
Directors, B..DC's crganization has grown at the same time
that its sales volume has, This parallel growth is illustrated
in Table 1 belew,

Table 1 BADC Fertilizer Marketing and Distribution Staff and Sales

1967-68 Versus 1977-78
(Fiscal Year July - June)

1967-68 1977-78

Headquarter Personnel 50 127
Division Personnel 1,828 6,532

Total Personnel 1,878 6,659
Fertilizer Product Long Tons Sold 211,000 715,000

In addition to marketing and distribution of fertilizer BADC
also markets pesticides, seede, irrigaticn pumps and various
other types of agriculturzal machinery,

In the period 1967-68 farmers were in the early stages of
learning about the value cf fertilizer to increase their crop yields,
BADC activities were devoted tc establishing a distribution system
thrcugh private dealers and cooperatives,

Farmers began to learn the value of fertilizer to increase
production through the cccrdinated efforts of BDC and the various
agricultural extension services and cocperatives, BaDC is
responsible for purchasing from the local factcries and for the
impcrtation and marketing of almost 100% of the fertilizer sold
in Bangladesh. B..DC fertilizer sales have grown from 93, 700
tons ia 1964-65 to 305,90C tons in 1970-71, to 715,000 tons
in 1977-78, and are expected to exceed 800, 000 tons in 1978-79,



Two major factors limiting sales since 1971 have been a
shortage of supply and timely delivery to farmers., Domestic
production of urca has not been able to meet demand, supplying
277,000 tons or 79.4% of urea sales in 1976-77 and only 218, 000
tons in 1977-78 or 53% cf urea sales, BADC and the Government,
faced with 2 rapidly increasing demand for urea in 1977-78,
stepped up urea imports from various scurces under loans and
grants. Phosphate and potash are entirely impcrted into Bangladesh
since no depoeits of these minerals exist in the country, Most
imports are in terms of the finished products (TSP, DAP and MP)
but some rock phosphate and sulfur is imported to make some
powdered TSP at the Chittagcng TSP plant. Fertilizer inports
represented 57% of totzl sales in 1977-78,

Imports have increased from 384, 000 tons in 1677-78 tc cver
600, 000 plus estimated in 1978-79. This has placed major stresses
on pcrt facilities and warehouses set aside for fertilizer imports
and has intensified internal transpcrt constraints. Shipping schedules
slip due to varicus reasons, including implementation and coordina-
tion problems with grant and loan donors, resulting in arrivals of
several vessels at the same time., This results in discharge dealys
of fertilizer products and compounds werehousing and transport
problems,

BADC logistic supply and marketing prcblems have beceme
increasingly m:re difficult due to the following:

l, sales volume increase of 41% in 1977-78 cver sales
in 197¢-77 with an expected compound increase for
the next severzl years.,

2, over 60% cf current sales are impcrted and this percentage
is expected tc appruach 8C percent in the next couple of
years.

3., more than 1100 warehouses scattered over the country
require continual stucking, inventciry and sales monitoring,
none of which are done adequately.

4., lack of a dealcr training prograrm for the last several
years. This has made the dealer incffective as an
extensicn of BADC's maerketing effcrt 2nd a source of
providing farmers with the need information to obtain
maximum value from the fertilizer he uses,



5, poor to no communications such as phones, telex or
telegraph service between points of warehousing, thanas,
districts, divisions, Dacca headgquarters, in-country
factories and ports.

6. transport constraints such as shortage of railway wagons;
low water levels in rivers and canals during the dry
season, making water irenspcrt impossible to some
locations; flooding during the mcnscon season which
makes the road system unusable in many areas, etc,

7. difficulties in servicing close tc 40,000 registered
BADC dealers oif which about half are iractive.

8. three rice growing seasons(nus, ~man and Boro) each
requiring timely application of phosphate and potash prior
to planting, plus a portion of the urea dose. The balance
of urea dose is required shortly after transplanting.

9. dissatisfaction by Thana Inspectcrs and Storekeepers due
tc poor promution possibilities and low salary levels,

10. sales restrictions whereby dealers could only buy from
a certain thana and in turn farmers could buy only from
appuinted dealers in their union. Thus when a given
thana sales point had a shortage cf a given product due
tc the many logistic constraints, the dealer and thus his
customer could not buy products needed from another
thana in the arca which may have had adequate stocks,

11, a fertilizer subsidy, equal t¢ 59% of product and distri-
bution cust, which represcnts 4% .f the Government's tctal
expenditurc in 1975/77 and is increasing rapidly as
fertilizer sales expand,

12, B.DC's tztal budget representing mcre than 90% cof the
Ministry cf Agriculture Budget and indicates BADC has
outgrown its plece under the Ministry of Agriculture,

It wes becausec ¢i these and other priblems that BADC developed
the New Marketing System (NMS; tc modify its 14 years old marketing
system. The NMS is designed tu attempt to meet the challenge of
sales which have expanded 3.5 times in the last 10 years and which are
expected to double again in the next several years.



The NMS has two basic objectives: (l) to solve constraints on
timely availability of the right fertilizer products to the right places,
and (2) to reduce BADC marketing distribution costs,

The strategy to reach these objectives is to reduce the 1100
plus werehouses to a much smaller number of Primary Disiribution
Points (PDPs) and remote thanas. This is to be accomplished by
selling from strategically located PDPs to wholesale dealers, The
wholesalers in turn move the fertilizer to areas of neced, selling to
dealers and farmers. From an official retail price, wholesalers are
to be given a discount to cover transportation, handling, warehousing,
other costs and a profit, A quantity minimum per purchase (currently
3 tons) applies to sales at PDPs, At remote thanas, BADC maintains
warehouses selling to dealers at a lesser discount than given at PDPs,
In remote thanas BADC also sells to farn:ers at the official retail '
price. The NIMS is to be a free marketing system. Anycne who
wishes to be a dealer may register at PDPs and BADC thanas, No
restrictions are to be placed on where a wholesaler or dealer may
sell, or where a farmer may purchase, Prices are free except that
they may not exceed specified retail ceiling prices with discounts from
the ceiling prices calculated to allow a rears-nable profit to the dealers,
Competition among wholesalers, dealers, BADC remote thana points
of sale and availability of supply would set retail m:arket prices below
the ceiling prices,

B4DC marketing costs are expected to be reduced by eliminating
multiple warchousing multiple transportation, multiple handling and
related product losses, Field marketing and distribution personnel
are tc be re-aligned to service the high volume of sales through PDPs
and in staffing BADC remote thana sales points,

BADC decided to try the NMS first in the Chittagong Division
and to perfect it there before extending it to the rest of the country,

The NMS was launched in the Chittagong Division December i,
1978, This evaluation of the NMS covers the {irst two months
experience.

During the month of January 1979 a BADC employees' strike
closed all operations for about 12 days, The strike caused a nation-
wide drop in sales for January 1979 compared to the same month in

1978.



D, Findings of The Evaluation

l, General
The BADC Chittagong Division is one of the four marketing
division of BADC, The other three are Dacca Division, Rajshahi
Divisior and Khulna Division,

Sales for the four divisions in 1977-78 were as follows:

Table 2 1977-78 BADC Division Sales (July 1977 through June 1578)

( 000 Long Tons of Product )

Urea TSP MP Other Total

Dacca Division 137.9 43.3 8.8 2.2 192,2
Rajshahi Division 116,2 56.6 14,0 2,2 189, 0
Khulna Division 66,1 33,5 6.9 0.3 106.8
Chittagong 157.7 b7.7 11,7 0,2 227, 3

Total 477.9 191.1 4l. 4 4.9 715, 3

The Chittagong Division sales in 1677-78 represented 31, 8% of
BADC total sales, The division comprises 5 districts in which sales
in 1977-78 were as fcllows:

Table 3  Chittagong Division Sales 1977-78

({ Long Tons of Product )
Urea TSP MP Other Total

1. Chittagong District 53,389 12,991 3,208 17 69,605
2. Noakhali District 23,945 8,159 630 35 32,769
3. Comilla District 62,458 29,761 6,521 39 98,779
4, Sylhet District 16,220 6,020 1,141 131 23,512
5, Chittagong H. T. Dist. 1,689 742 210 - 2,641
Total 157,701 57,673 11,710 222 227,306 = Graad

Total
N P20sg K,0 Total Nutrient
72,542 26,530 7,026 106,098 L, T.

Nutrient Ratio 2.73 1,00 .26




The above nutrient sales ratio in the Chittagong Division shows
the current nutrient ratio being used by farmers in the Division.
Better recommendations from research by area, by crop and by season
are needed to determine what changes if any arec needed in farmer
fertilizer usage rates. The districts of the Chittagong Division vary
from cne of the most intensive agricultural and fertilizer use areas
in Bangladesh, the Comilla District, to one of the least intensive
agricultural and fertilizer use areas, the Chittagong Hill Tracts
District,

As stated earlier, BADC employees were on strike during
about a 12 day period in January 1979 which prevented salass to dealers
and any restocking of warehouses, Sales in the Division for January
1976 were 2,279 tons lower than in January 1978, a direct result of
the sales losses during the strike period, Sales in December 1978
were 4,962 tons higher than in December 1977, Even with the strike,
sales for the first two months under the new system were 2, 859
tons higher than for the same two rnonths in 1977-78,

a, Primary Distribution Points (FDPs) and Thana Sales

The true index of success under the NMS is the degree to which
sales have switched to the PDPs from the thanas, The following
summary table shows the relative success of PDPs during the first
two months of the NMS in the Chittagong Division,

Table 4 PDP and Thana Sales Chittagong Division For December 1978
And January 1979

{ Long Tons of Product )

BADC

Thana
No. of PDP Sales Thana Total % of Total
PDPs Tons Sold Points Tons Sold Sales By PDPs

Chittagong District

December 1977 - - 22 3,586 3,586 -
December 1978 3 3,389 18 1,008 4,397 77.1%
January 1678 - - 22 6,475 6,475 -
January 1979 3 6,108 18 2,140 8,248 74. 1%
Noakhali District
December 1977 - - 14 2,425 2,425 -
December 1978 2 2,84l 4 315 3,156 89, 9%
January 1978 - 14 3,029 3,029 -

January 1979 2 1,513 4 324 1,837 82.4%



BADC
PDP Thana Thana ,
No.of Tons Sales Tons Total % of Total
PDPs Sold Points Sold Sales by PDPs

Comilla District

December 1577 - - 22 16,690 16,690 -

December 1978 5 13, 317 " 14 7,048 20,365 65.-4%

January 1978 - - 22 13,062 13,062 -

Jaguary 1979 5 8,122 14 3,225 11,347  71,6%
Sylhet District _

December 1677 - - 35 2,831 2,831 -

December 1978 4 873 35 1,413 2,286 38.2%

January 1978 - - 35 3,182 3,182 -

January 1979 4 566 35 1,712 2,278 24.8%
Chittagong H, T, District

December 1977 - - 10 116 116 -

December 1978 1 79 12 211 290 27.3%

January 1978 - - 12 231 231 -

January 1979 1 60 12 222 282 21.3%
Total Chittagong Division

December 1677 25,648

December 1978 30,494

January 1978 25,975

January 1979 23,992
0Old Marketing System 1 -

Dec.77 +Jan,78 - - 105—/ 51,627 51,627 -
New Marketing System 2/

Dec.78 +Jan, 79 15 36,868 33~ 17,618 54,486 67.7%

Source: BADC District Managers,

1/Includes 2 number of TCCA operated sale= points,

2/Does not include TCCA sales points, only BADC Thana sales points,
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The usc of PDPs has started well in the Chittagong District.
Sales from Chittagong District's 3 PDPs in December accounted for
77% of total district sales and 74% in January. The District Manager
is considering the opening of another PDP in the District to facilitate
product movement by water into the southern portion of the district.
The stocking of PDPs appears to be going well with the exception of
the PDP at Cox's Bazar. A limited stock of DAP had been shipped
into PDPs and most of this had been sold out, All PDPs and thana
warehouses should be supplied with an on going inventory of DAP,
TCCAs have not lifted stock from PDPs and most of their thanz viare=
houses have been closed since the start of the NMS, This has left a gap
in the district and the District Manager needs to evaluate whether the
former exclusive TCCA thana areas are being served by the PDPs or
whether BADC should open BADC thana warehouse sales points in some
of these thanas,

The Noakhali District shows the best PDP sales as a percent of
total district sales of any district in the Chittagong Civision, In
December, the 2 PDPs accounted for 90% and the 4 BADC Thana
sales point for only 10% of the total district sezles., PDP sales dropped
to 82% in January due to the strike and resupply problems. The
District Manager is currently considering the need to open 2 to 3
additional PDPs to cover dealers in remote thana areas, Closure of
TCCA thana werehouse sales points has caused severe problems as
many of the TCCA locations were in remote areas. The District
Manager may need to open BADC Thana warehouse sales points in
these areas if these remote TCCA warehouses do not reopen quickly,

DAP stock was low in 2all PCPs, Shipments need to be made to
all warehouses tc increasc DAP sales. This would also alleviate the
storage capacity problem in the Chittagong Port.

The Comilla District sales represent about 13% of the total
fertilizer sold in Bangladesh, thc highest of any district in Bangladesh,
The NMS is reported tc be going well as reflected in PCP sales., The
5 PDPs combined represented 65.4% of total district sales in December
and 71, 6% in Januery,

DAP has been selling well in Comilla and first reports from
farmers whe have seen initial results indicate they are very pleased.
It is even repcorted that some farmers in certain arcas are demanding
DAP instead cf TSP, Adcquate stocks of DAP are needed in every
PLP and thana szles point. 41l dezlers should be encouraged to buy
several bags of DAP in crder for farmers to get experience with this
new product prior to the coming Aman season.



11

Sylhet District is currently operating 4 PDPs, The sales
from these PDPs represented only 38,29 of district sales in
December and 24, 8% in January, The low level of PDP sales suggests
that some PDPs may need to be relocated or new ones added in areas
better suited to servicing whelesale dealers,

Only small amounts of DAP have been brought into Sylhet
District to date, This needs to be remedied quickly, A promotion
program with dealers and extension workers needs to be launched
to popularize this new product,

The NMS is not working in the Chittagong Hill Tracts (CHT)
District, Thie district has the lowest sales of fertilizer of any
district in Bangladesh, The one PDP cperating at Rangamati cannot
serve the PDP function for the district due to lack cf road and water-
ways elfectively Interconnecting the thanas, It is doubtful if any
¢ or 3 PDP locations will serve this district, In the southern part
of the district, dealers are using Dohazari PDP in the Chittagong
District, .

The NMS for the CHT district must be modified to meet this
district's special low sales volume and transportation problems to
remote thana locations, A vigorous salep promotion program to educate
dealers and farmers is needed in this district, This program needs to
be clesely coordinated with the extension service,

Various sales restrictions hayve been imposed at the PDPs
throughout the divieion as summarized below;

@, Purchasce at PDPs arve limited to 3 ton minimum,

. b, Customers wanting tu purchase less than three tons
: at the Tk, 5/maund commission nust go to thana sales
centers,

¢, At PDPs where some products are in short supply customers
have Leen required to purchase two tons of other product(s)
in order to get one ten of that product in short supply,

d. A 20 ton maximum purchase restriction per sale at PDPs
| was imposed in December due to a supply shortage,
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e. At some sales locations having powdered TSP, custorners
wanting tc purchase granular TSP must take at least half
of it in the powdered fermulation.

Some procedures that might be regarded as restrictions are
that sales locations are open only frem 10:00 AM to 5:00 PM; customers
must first come to the PDP inspectors office locations for calculation
of intended purchase, then tc the bank for the bank draft, then back
to the inspector's location tc obtain a2 release fromr. the warehouse,
and then to the warehouse to pick up the fertilizer, and some PDPs
have not been adequately staffed tc process the increasing sales
rapidly, Consideration needs tc be given to locate all offices of
PDP inspectors at the PDF,

b. Warehousing Under the NMS

Warehouse capacity at PDPs 1is inadequate to serve the
current and anticipated sales volume under the NMS, Transportation
constraints prevent the attainmient of inventory turnover rates to
satisfy demand from existing facilities, Additional pressure has
been placed on storage facilities designated as PDPs under the new
marketing system because demand has sharply increased at most
PDF locations,

Every effort has been made by BADC to lease additional storage
capacity and more capacity has been secured as shown in Table 5,
Most of the leased {acilities are of poor quality construction and
should only be regarded as for temporary use in this emergency,
Much of the leased storage is alsc not ideally located, Some PDP
storage complexes with inany individual warehouses are straining
control procedures that were designed for more ideal distribution
facilities,

Table 5 shows that in the Chittagong Division the current
storage status is:

(1) Chittagong District needs more capacity constructed at the
PDPs, The leased facilities are poorly located and poerly
constructed resulting in improper storage and difficulty for
customers tc get prompt delivery. The thana capacity is
probably sufficient and some warehouses leased to TCCA
may be returned to BADC and BEADC will be closing some
noneffective thana sales centers under the NMS,



(2)

(3)

(4)

(5)
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Noakhali District also needs more capacity constructed

at the PDPs to replace leased storage for the same reasons
as those in Chittagong, The thana warehouses are also
adequate for the same reascns as thcse of the Chittagong
District,

Comilla District has a critical shortage of storage
capacity at the PDPs and leased space is not avzilable,

If only a 60 day supply is felt necessary, the district
requires 50,000 tons of storage capacity to handle the
projected demand for November-December 1979, Again
the thana warehouses are probably sufficient for the same
reasons as in the Chittagong and Noakhali Districts.

Sylhet District needs some warehouses constructed at
the PDPs to replace noorly constructed and located
leased facilities. Some thana warehouse construction
may be needed in remote areas.

Chittagong Hill Tracts District may require construction
of some thana warehouses but the present situation is
good. The major distribution centers in the district are
supplied frcin the Chittagong District and some customers
purchase fertilizer at Chittagong District PDPs,

Therefore it can be concluded that future construction

programs should be prirnarily at the designated FDP locations.



Table 5 Chittagong Division Warehcuee Capa.citiea*

Chittagong Hill

Chittagong Noakhali Comilla Sylhet Tracts
PDP owned & leased warehouse capacity 20,000 12,000 7,625 6,700 500
Thana owned & leased warehouse capacity 6,740 3,519 1,720 8,800 2,000
Total owned & leased warehouse capacity 26,840 15,519 9, 345 15,500 2,500
District 1977-78 Sales €9, 605 32,769 98,779 23,512 2,641
Capacity to sales ratio «39tol «47to 1l .09 -1 W66 -1 1.06 - 1
PDP owned capacity 7,700 1,000 5, 700 3,800 500
Thana owned capacity 1,400 1,200 400 3,900 1,200
Total owned capacity 9,100 2,200 6,100 7,700 1,700
District 1977-78 sales €3,005 32,769 98, 779 23,512 2,651
Capacity to sales ratio .13tol .07 -1 .06 -1 .33 -1 .64 -1
PDP owned & leased capacity 20,000 12,000 7,625 6,700 500
District 1977-78 Sales 69,605 32,769 98, 779 23,512 2, 641
Capacity to sales ratio 29 tol .37tol .08 tol .28 to 1 .19tol

* Does not include warehouses owned by BADC and leased to TCCA.

Source: District Managers

¥1
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Inventory and Stocking

The supply in the Chittagong Division over the next 60 day sales
period of Februzry - March will be tight, However overall demand can
be satisfied if RADC succeeds in selling DAP to replace TSP and if
resupply is timely,

The stock situation against projected demand for February and
March is shown in Table 6.

Noakhali, Comilla, Sylhet, and Chittagong Hill Tracts will need
urea and supply chould be coming into Sylhet from the Fenchuganj
factory and into the other districts from Chittagong Port,

There will be 2 clamor for TSP as little is arriving in port ware-
houses and farmers are very reluctant to purchzse the powdered TSP
being made 2t the TSP factory at Chittagong, DPAP is getting into the
supply line, With some promotion by BADC, it will be accepted by
farmers as o preferred replacement for TSP, There will be spot
shortages of TSP/DAP in the Sylhet District due to transportation
problems in the remote areas.

In a2ddition to current stock on hand in each district planned
shipments during February and Marckh to each district will augment
stocks and will generzlly offset sales.



Table 6 Stock Position

February 1, 1979 Inveatory on Hand Vs. February - March 1979 Sales Profections

In Long Tons (+ excess stock) ( —stock short)

Product Chittagong Noakhali Comilla Sylhet Chittagong Hill Chittagong
Tracts Division
Crea stock 11,984 5,394 2,878 3,777 467 24,500
Urea Sales Proj. 13,200 4,900 13,400 5,500 400 37,400
Position -1,216 + 49  -10,522 -1,723 +_61 -12,900
TSP stock 3,460 884 6698 1,530 741 7,283
TSP sales Proj. 5,500 2,000 4,900 1,000 309 13,000
Position =2,040 -1,116 -4,233 + 530 a4l -6,417
DAP stock 550 1,142 1,609 43 0 3,344
DAP sales Proj. 0 0 0 0 20 20
Position + 550 +1,142 +1,609 + 43 =20 + 3,324
MP Stock 930 439 853 752 201 3,175
MP Sales Proj. 1,300 15¢ 2,600 170 120 4,340
Position = 370 + 289 -1,747 +_582 + 81 -_1,165

Source: District Managers

91
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d. Transportation

Securing sufficient transportation is the most critical problem
in the distribution system at this time. With adequate transportation
the shortage of storage capacity would not be as critical,

Railway wagons remain unavailabtle in sufficient quantity but can be
supplemented with water transport shipments to such places as Hatiya and
Chandpur ard highway transport shipments to som.e other areas, In Sylhet
some locations are accessible only by rail. Urea is shipped from the
Fenchuganj factory only by rzil into the Sylhet area.

Inadequate truck transpcrt is caused by deficiencies in BADC
contracting methods rather then an equipment shortage., These methods
include:

a2, Permitting unqualified contractors to quote and secure contracts,

b, Restricting contractors tc specific routes,

c. Not permitting ready substitution for contractors not performing.

d. Not allowing adequate payment for services cr provisions for
adjusting rates to cover unforeseen circumstances,

Additionally, it seems tha¢ the Division NManager should have some
contrcl cver shipments intc his division from ail supply points to enable
him: to dispatch to pricrity locations to satisfy unexpected demands and
take advantage of changing conditions under the NMS.

€. Dealer Registrations

BADC Headquarters has directed that dealcr registration under the
new system is to be open tu everyone at every FDP and thana sales center,
A registrant is tc pe requirea only to bring a photograph of himself and a
valid form of identification, The District Managers have followed these
instructicns in all respects, except that the wording of Directive No. 2
appears to have been unclear and the District Managers have interpreted
it to mean that a '~tter fromn the Unior Council is the only acceptable form
of identification, BADC Headquarters intends tc correct this errcr, Still
the Consultants believe the registration is open to all. The free regis-
traticn hes permitted custcmers to register at any numbper of sales
lccations, so the total registraticn also reflects :aultiple registration.

A registration number is assigned by BADC and an identification
card with photograph is prepared for the dealer. B~ADC is supposed to
maintain a dealer registration ledger at each sales location along with
a dealer's offtake record indicating the particulars of every purchase.
This is currently not being done at all FDPs or thanas.
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A number of registrants have purchased no fertilizer to date.
It is sugpested that registered dealers who have not purchased
fertilizer within six months of their date of registration should
have their registration cancelled.

The comparative low numbers of registrations in the Sylhet
and Chittagong Hill Tracts Districts probably results from the
communication and transportation difficulties in those districts and
the unattractiveness of engaging in the fertilizer marketing-
distribution business,

Table 7 Dealer Registration

New Moarketing System

Number Number

cf dealers regis- Number Number Number

registecred tered lifted registcred lifted
District cld system PDP PDP Thana Thana
Chittagong 2080 2502 2281 1493 951
Noakhali 1850 949 474 991 376
Comilla 4637 2598 2568 115 1175
Sylhet 4342 150 13¢ 566 525
Chittagong 402 27 9 - -

Hill Tracts

f. TCCA Szlce

The Thenz Central Cooperative Asscciation (TCCA) in the
old system has bzcn 2 wholesale distributor for BADC in muck of
the Chittagong, Noakhkali, and Comilla Dictricts. TCCAs5 are not
operating in the Sylhet and Chittagong Hill Tracts Districts, They
have distributed fertilizer te dealers and had 2 monopoly in thana
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areas where they had operated. TCCAs either owned their own
warehouses or leased them from BADC and,sold fertilizer through
a network of dealers, Under the old marketing system ,TCCAs
purchased from BADC at the official retail price less Tk.171/ton
commission for fertilizer delivered to the TCCA thana warehouse
with the freight paid by BADC, TCCA dealers then picked up at the
TCCA thana wzrehouses and were allowed an average commission
of Tk, 141 per ton, Thus the TCCA made a gross margin of Tk, 30
per ton with expenses for only warehousing and administration,

In the NMS3,the TCCAs purchase at the same price and terms
as any other wholesale customers at the PDPs except that many of the
TCCAs receive onc year credit terms from BADC backed by a bank
guarantee ranging from 300 to 600 tons,

Some TCCAs have not yet registered as dealers at the PDPs
and TCCA liftings have been very light. The TCCA current sales
are primarily from inventories carried over from the old system,
They are not actively competing with the private wholesalers and
their December - January purchases from BADC are down about 60%.
Some TCCAs report that their major problem in the new system is
securing transportation from the PDPs and competition from whole-
sale dealers, TCCA officials complain the 230 Tk/ton wholesale
dealer discount from official retzil prices is not adequate and would
like BADC to subsidize them by increasing their discount.

New dealers and sub-dealers interviewed who were formerly
TCCA dealers, like the new system becausec fertilizer is readily
available directly from BADC. They report that it took them 5-7
days to get fertilizer from the TCCAs and in some cases several
dealers stated they had to deposit money with the TCCA several
days before the TCCA would make delivery. '

BADC has opened some temporary sales centers at remote
locations where TCUAs have stopped functioning and which are too
far to be served by PDPs., BADC in effect is trying to insurc supply
in those remote areas,
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E. NMS Costs and Prices

(1) NMS Costs

One of the basic objectives under the NMS is to reduce
BADC marketing and distribution costs. The primary reduction
in BADC costs is to be achieved by turning intermediate warehouses
into Primary Distribution Points known as PDPs and as the main
points where fertilizer will be sold. Wholesalers who purchase from
PDPs would perform warehousing transportation, promotion, and
the sales functions of selling to retail dealers,

To encourage wholesalers to come forward BADC has
established a 230 Taka per long ton discount from the official
retail price of each fertilizer product. A 3 ton minimum quantity
purchase has been established to discourage small dealers from
buying at PDPs and to encourage them to buy from wholesalers.

Sales have dropped 50% or more in 29 of the 83 BADC Thana
Sales Centers in the Chittagong Division. Thus it appears that PDPs
in the Chittagong Division are serving the sales function objective of
the NMS in these thana locations., However as of February 22, BADC
had closed no BADC Thana Sales Centers in the Chittagong Division
except those located at PDP sites. Unless under-utilized Thana
Sales Centers are closed, little if anv savings can accrue to BADC
under the NMS,

In order teo determine cost savings per ton to BADC under the
NMS, a detailed economic analysis needs to be made, This should
take into account BADC cost per ton for transportation from transit
warehouses to PDPs, PDPs handling and warchousing costs, PCPs
staffing costs, and product losses., These costs plus the 230 Taka
per ton discount at PDPs will cstablish PDPs' cost per ton under the
NMS. Also, cost czlculations are needed for the NMS on a cost per
ton basis for BADC Thzna sales center covering transportation,
handling, warchcusing and staifing costs, as well as the thana sales
costs under thc old marketing system,

Only by compzring situation A (that is NMS cost per ton multi=-
plied by volume moved through PDPs, and cost per ton multiplied by
volume moved thrcugh BADC Thana Szles Ccnters) against situation B
(old marketing system Thana sales centers' costs per ton multiplied
by an equal volume as in situation A)can an evaluation be made of the
possible potential saving under the NMS., This has not been done to
date.
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The question of whether the wholesale dealer commission is
adequate to cover their costs and still leave a profit incentive also
needs to be determined, Thus, wholesale dealer costs and profits
need to be analyzed. This economic evaluation is needed to assist
in determining answers for several basic issues currently facing
managers of the NMS as follows:

(a) What are the average costs by item (labor, warehousing,
etc.) a wholesaler would encounter and what would be his
net profit incentive per long ton after all costs for the
following: (1) If he sold to retail dealers; (2) had a 20 ten
capacity warehouse; (3) sold 100 tons of fertilizer every four
months; (4) and had to transport his fertilizer purchases
from a PDP (a) 10 miles by paved road, or (b} 20 miles by
paved road, or (c) 1 mile by paved road, 30 miles by country
boat and 4 miles by dirt road ?

(b) How long can a2 wholesaler hold fertilizer in his warehouse
and sell it at official retail prices and still break cven?

(c) Should thc minimum quantity per purchase at PDPs be
raised frem the current 3 ton minimum to 5 tons, 10 tons
or 20 tons ?

(d) Should thc discount at PDPs (currently Tk. 230 per long ton)
be raisecd or lowecred?

(i) What would be the effect on the creation of a fertilizcr
wholcsale dealer class of trade?

(ii) Can retail dealers function on the discount allowed them
by wholesale dezlers, currently reported at 54 to 81 Taka
per long ton,

Answers to these and other economic questions pertaining to
the NMS necd to determined. It is suggested that 2 short term IFDC
consultant bc approved to handle these and other related cost and
discount questions as provided for in the IFDC/BADC contract. He
needs to be assisted by a local IFDC hired cost analyst and appro=-
priate BADC personnel.

(2) The IFDC Merketing and Distribution Consultants spent
10 days ecach in thc Chittagong Division in early February, BADC
employees, wholeczle 2nd retail dealers, and farmers were inter-
viewed at random. Bascd on these limited numbers of interviews, the
following observations were made relating to retail fertilizer prices.
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3SADC has jnstructed their personnel that under the NMS
selling prices to farmers are not to exceed the official retail
pPrice,

No evidence was seen, in the 2% to 30 retail dealer shops
visited, of a sign stating the official retail prices.

BADC personnel, tc the best of our knowledge, have not
emphasized to wholesalers or retail dealers that selling
prices to farmers are to be at official retail prices.

Retail selling prices within 5 to 6 miles of PDPs are
generally below the official retail price due primarily to
low transport costs and the high number of dealers in this
area competing ior farmer sales,

Retail selling prices in a range of 6 to about 15 miles from
PDPs, cr {ron 2 BADC Thana, z2re generally at official retail
prices.,

Retail prices in excess of about 15 miles of a PDP, or from

2 BADC Thana Sales Point, range from 2 to 5 taka over official
retail prires. This is due primarily tc the higher transport
costs wholesaler and dealers must pay.

Black TSP granular fertilizer, high in demand by fairners,
sells at 10 to 15 taka over official retail prices when it is
available,

When a product is in short supply dealers and farmers report
that prices zre above the official pricc, This was the case

for TSP during December 1978,

In general, in remote locations with high transport costs,

retail selling priccs arz above oificiel retail price as was the case
last November when MCC and HEED conducted a survey in parts

of the Chittagong Division, If the inteat is to maintain retail selling
prices no higher than officizl prices, then two rcquirements need
to be met: (1) 2 commission scheuule 18 needed thet is adequate

to cover transport costs 10 remote areas not served adequately by
BADC sales points, and (2) adequate stocks to dampen prices

and provide compctition riust be rmaintained.
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E. District Evaluations

1. Evaluation of the Chittagong District NiviS

The Chittagong District is the second highest district in
Bangladesh in fertilizer consumption. The principal cities are Cox's
Bazar and Chittagong. Chittagong is the second largest city in
Bangladesh and has the country's primary sea port.

There are three subdivisions in the district and 22 thanas,
The Chittagong Sub-Division has nine thanas, the Patiya Sub-Division
has six thanas and Cox's Bazar Sub-Division has seven thanas,

The cropped acreage in the Chittagong District as reported

for fiscal year 1975-76 totaled 1,061, 500 acres of the following crops.

Table 8 Chittagong District Cropped Acres 1975-76

Crop Acres
T. Aman EYV 215,000
Local 235,000
Aus HYV 111,000
Local 135,006
Boro HYV 225,000
Local 3,200
Sugarcane 6,000
Potato 9,000
Jute 600
Tobacco 5,200
0il Seeds 1,000
Vegetables 15, 50C
Total 1,061,500

The total fertilizer used in the fiscal year 1977-78 was
69,605 long tons of product or 68, 6 pounds of nutrient for every
cropped acre,

lviuch of Chittagong District is blessed with relatively good
transport infrastructure., The country's TSP ifactory and major transit
warehouses are located in the Chittagong Port area, Frormn these
facilities rail, water, and highway transport is available, The meter
gauge railway system runs south to Dohazari and north through the
district to the urea fertilizer factories in the ncrthern portion of



Bangladesh. Water transpcrtation is available to the offshore
islands in the district and tc rany thanas along the coastline and on
inland waterways., Pucca ‘naved) roads reach most of the thanas,

The districts fertilizer supply comes from: imports through the
Chittagong Port and obtains some powdered TSP from the TSP plant
at Chittagong.

The district office of BADC is located in Chittagong and the
sub-divisional offices at Chittagong, Patiya, and Cox's Bazar.

The two PDPs at Chittagong commprise 21 owned and leased
warehouses with a total capacity of 17,500 tons, The PDP at
Dohazari has one 600 ton warehouse owned by BADC and one 600 ton
warehouse leased. The Cox's Bazar FDP has cne 400 ton warehouse
owned by BADC and one 1,000 ton warehouse leased, BADC has
10 thana warehouses with 2 2,400 ton total capacity leased to TCCAs
and operates 35 owned and leased warehouses with a total capacity of
6, 740 tons, Thus, the total capacity of the warehouses operated
by BADC is:

3 PDPs 20,100 tons
Thana 6, 740 n
Total 26, 840 tons

This capacity compares to the annual 1677-73 sales of 69, 605
tons and results in a warehouse capacity to sales ratio of .39 to 1.

The Chittagong District is headed by a district manager, an
additional district manager (position now vacant), 3 sub-divisional
managers, 22 thana inspectors, and 195 other personnel.

BADC owned and operated transportation consists of a jeep for
the district manager, one for one of the subdivisional managers
and 4 trucks to supplement product movement by contractors.

rhe new marketing syster: was inaugurated on December 1,
1978 and the comparative sales by thana for the first two months
of the new system versus the same two mionths a year ago are shown
in Table 9.

A sampling of the retail prices indicates that farmers are
paying a little below the fixed prices within 5 miles of the PDP, at
fixed prices fromm 5 to 25 miles from a PDP on pucca roads,and a
little above that in remote areas more than 25 miles by road away
from PDPs. Where water transportation is available fixed rates
prevail as far as 50 miles from the PDP,
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Dealer registrations at the new PDPs in the Chittagong
District were extrernely heavy but less than half of those registered
have lifted. The registration picture was also distorted because
many businessmen registered on speculation, some dealers
registered at two or more PDPs and some dealers from other
districts registered in Chittagong thinking the supply would be
more plentiful near the port. Some dealers are actively lifting from
the PDPs, some are retailing only, other wholesaling only and
accepting 1 or 2 taka per maund profit, and most are doing a
combination of both, The consensus among dealers interviewed
is that the new system is good because it is free of restrictions
and inspecting harassment sc that a fair profit can be made.

Sales from the TCCAs has dropped from 4C - 70% among
the various locations, The TCCAs can buy frorn the PDPs but
are still unwilling to vigorously compete with private wholesalers.
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PDP

Thana
PDP

Grand

Thana

Halishahar
Dewanhat
Dohazari
Cox's Bazar
Hathazari
Sandwip
Mirsharai
Sitakunda
Fatikchari
Raozan
Rangunia
Anwara
Banshkhall
Boalkhali
Patiya
Satkania
Chakaria
Kutubdia
Ramu
Moheshkhali
Teknaf
Ukhiya

Tof al
Total

Total

February 22, 1579

Source:

Table 9A

Chittagong District Sales

(Product Long Tons)

District Manager

December 1977 December 1978
Urea DAP TSP MP Other Total Urea DAP TSP MP Other Total
51 39 2 92 215 2 548 5 328 1098
98 10 80 188 526 1 547 15 1089
458 134 9 70 671
78 98 33 209 227 261 20 20 528
29 89 23 141
32 15 15 62 52 15 67
49 120 10 179 33 1 34
49 11 60
26 40 57 123
52 70 1 123
197 7 204 72 72
77 105 1 183 98 26 & 130
92 152 244 97 27 2 126
102 28 130
12 40 3 55 49 12 4 65
251 229 480 166 24 14 204
255 205 460 108 32 9 149
26 2 28 10 10
9 118 127
54 36 90 60 8 2 70
45 48 93 61 11 10 82
7 84 91
1591 1535 236 3362 806 156 47 1010 22.9%
. 1426 3 1490 49 418 3386 77.1%
1591 1535 236 3362 2232 3 1646 96 418 4396

92



PDP

Thana
PDP

Table 9B

Thana

Halishahar

Dewanhat
Dohazari

Cox's Bazar

Hathazari
Sandwip
Mirsharai
Gitakunda
Fatikchari
Raozan
Rangunia
Anwara

Banshkhali

Boalkhali
Patiya
Satkania
Chakaria
Kutubdiza
Ramu

Moheshkhali

Teknaf
khiya

Total
Total

Grand Total

February 22, 1979

Source:

Chittagong District Sales

(Product Long Tons)

January 1978

Jaauvary 1979

Urea DAP TSP MP Other Total Urea DAP TSP MP Other Total
50 28 78 1190 16 616 64 1886
82 72 15 169 1137 793 22 1952

725 393 11 1129

285 93 19 397 798 51 215 22 23 1109
81 96 18 195
30 21 12 63 52 52

209 20 229 66 66
32 47 36 115 15 20 35
39 2 41

286 81 8 375 16 8 24

353 37 79 469 202 12 65 279

406 112 23 541 122 59 2 183

196 187 60 443 49 39 50 138
45 1 46 11 11

319 270 12 601 41 51 3 95

212 261 37 510 96 122 6 218

614 285 10 909 378 150 5 533
70 29 2 19 120 60 23 83

101 132 233 60 75 135

186 81 267 45 128 173

121 83 204 101 14 115

107 47 154

3324 1983 333 19 6159 1256 673 a1l 2140
3850 67 2017 119 23 6076
3824 1983 333 19 6159 5106 67 2690 330 23 8216

District Manager

L2
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2. Evaluation of the Noakhali District NMS

The District Headquarters for Government administrative
purposes is Noakhali (Maijdi), Other principal cities are Feni,
Raipur and Begumganj. The district is divided into two sub-divisions,
Feni and No akhali. There are 6 thanas in the Feni Sub-Division,
and Noakhali Sub-Division hae 7 thanas,

The reported cultivated area in 1977-78 totaled 1,154,943
cropped acres (includes multiple cropping) reported as follows;

Table 10 Chittagong District Cropped Acres 1977-78

Cropped Area 1977-78

Crop Season (Acres)
Rice Paddy Aus 312,290
Aman 630,800

Boro 157,700

Wheat 865
Potato 1,283
Sweet Potato 14,850
Sugarcane 6,375
Chillies 17,765
Ground Nuts 11,490
Lentil 1,180
Gram 325
Other 54,153
Other Boro Crops 211,853
Total 1,154,943

Total fertilizer use in the Noakhali District for 1977-78
totaled 32, 769 long tons of fertilizer product, .This represents
29, 38 pounds of nutrient per acre of cropped land,

Transportation in Ncakhali consists of meter gauge railway,
paved and dirt rcads and coastal as well as inland waterways. The
District of Noakhali receives its fertilizer from imported sources
via Chittagong, and to some extent powdered TSP from the
Chittagong TSP factory. Fertilizer is transported to the district.
by private contractor trucks from Chittagong. Trucks currently
carry 5 tons, Previously they used to carry more than 5 tons, but
recently a weigh station just cutside of Chittagong prevents even
the smallest excess over the 5 ton limit, The 12 BADC operated

‘thana warehouses receive fertilizer dispatched to them from the
2 PDP's at Feni and Begumganj.
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The Feni PDP consists of 18 warehouses with a capacity of
7,543 tons, The Begumganj PDP consists of 14 warehouses with a
capacity of 4,434 tons, The 12 BADC thana sales centers in the
district consist of 2 26 warehouses with a capacity of 3, 519 tons,
BADC has in addition to this capacity rented 6 thana warehouses to
TCCAs with a capacity of 1, 600 tons,

The district BADC ownéd/operated and hired warehouses, not
counting the ones rented to TCCAs, have a total capacity of 15, 496
tons and, compared to 1977-78 sales of 32, 769 tons, had capacity
to sales ratio of .47 tol

Noakhali District fertilizer sales are rnanaged by a District
Manager who administers 2 Su’.~-Division Managers and128 Thana
Inspectors, storekeepers, drivers, peons and tally clerks, The
BADC District Headquarters is located in the City of Noakhali,

Currently the district has 3 trucks and ¢ jeeps owned by BADC
which are used to meet a part of the requirement for dispatching of
fertilizer from PDPs to BADC operated thana warehouses,

Reports by BADC personnel and by dealers indicate that current
February selling prices to farmers within a distance of about 15 miles
of the 2 PDPs are at or below official prices. Prices within é miles
of remote thana warehouses operated by BADC are currently reported
to be at official prices,

TCCA warehouses hare been closed due tc a strike by TCCA
employees and by TCCA management decision, The TCCAs have
found now they no longer have a monopoly on szles to dealers in
their thana areas, TCCA officials claim: their transportation,
loading, unloading, warehousing, and personnel costs makes them
non-competitive with wholesale dealers' costs, Thus, where TCCA
warehouses are beycend a break even road transport distance of
about 15 miles or more fron. a E..DC, PDP, TCCA warehcuees
have been closed,

A in other districts, farmers in Noakhali District prefer
black granualr TSP. Farmers in Noakhali have bid the price up for
this product with reportec prices ranging from 10 to 15 Taka over
that of grey colored granular TSP,
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In comparing February 1979 reported farmer buying prices
under the New Marketing System, with a survey conducted by MCC
and HEED for USAID in remote thanas of the Noakhali District in
November 1978 (when the old marketing system was in effect), it
appears that farmers today are paying prices equal to or slightly
lower than in November 1978.

Dealer registration in the district,as of January 31, 1979,
totaled 1, 940, of which 850 dealers have purchased fertilizers
from BADC points of sale since December 158t 1978, The dealer
registration under the old system totaled 1,168,



Thana

Hatiyz
Ramgati
Lekshmipur
Rarngonj
Chatkhil
PDP Chcumuhani
Sudharam
PDP Feni
Chhagalnaiya
Parshuram
Senbag
Scnapazi
Companyganj

Thana Total

PDP Total

Grand Tctal

Table 11 A

Noakhali District Sales

December 1977

(Product Long Tons)

December 1978

Urea DAHLP TSP MP QOther Total Urea DAP TS MP GCther Total
20 66 | 3 90 22 52 2 76
20 87 2 109

180 207 27 414

403 587 27 1017 522 115 567 69 167 1440
55 195 8 258

120 75 29 3 227 601 20 457 43 280 1401
91 62 20 1 174 53 11 - 38 11 25 138
22 8 3 33 15 14 3 32
18 19 6 43 20 14 1 34 69

16 16
929 1322 123 7 2381 110 11 118 17 59 315
_ 1123 135 1024 112 347 2841
929 1322 123 7 2381 1233 146 1142 129 506 3156

Source: District Manager

10,1%

890 9‘"/0

153



PDP

EDP

Thana
PDP

Grand

Table 11 B

January 1978

Noakhali District Sales

(Product Long Tons)

January 1979

February 22, 1979

Thana Urea DAP TSP MP Other  Total Urea DAP TSP MP Other  Total
Hatiya 23 23 46 16 65 1 82
Ramgati 18 18

Lakshmipur 52 179 3 234

Ramgonj 145 89 234

Chatkhil 120 29 149

Choumuhani 824 261 42 1127 541 97 185 18 9 850
Sudharam 180 7 187

Feni 140 126 14 2 282 387 79 175 17 4 663
Chhagalnaiya 235 78 15 324 101 20 7 32 160
Parshuram 70 20 8 1 99 31 15 3 49
Senbag 48 13 5 66 11 21 1 33
Sonagazi 55 74 7 136

Companygonj 23 73 96

Raipur 27 _ 27

Total 1933 992 101 3 3029 159 0 121 12 32 324 17.6%
Total - - - - - 928 176 3ol 35 13 1513 82,4%
Total 1933 992 101 3 3029 1087 176 482 37 45 1837
Source; District Manager

¢
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Evaluation of the Comilla District NS

The Comilla District enjoys the highest fertilizer sales of
any district in Bangladesh, abcut one seventh of the country's total.
The principal cities in the district are Chandpur a major river port,
Comilla and Brahmanbaria.

There are three sub-divisions in the district at Comilla,
Brahmanbaria, and Chandpur and 21 thanas. The Comilla Sub-
Division has 10 thanas, Brahrnanbaria Sub-Division has six thanas,
and the Chandpur Sub-Division has five thanas,

The cropped acreage as reported for fiscal year 1975-76
totaled 1,398, 500 acres and ccmprised the following crops.

Table 12 Comilla District Cropped Acres 1975-76

Crop Season Acres
T. Aman HYV 188,000
Loczal 155,000

Aus EYyv 106, 000
Local 392, 000

Borc HYV 215,000
Local 35,000

Wheat HYV 40,000
Local 7,000

Sugarcane 1,000
Potato 32,000
Jute 1832, 800
Tobacco 3,900
Oil Seeds 22,000
Vegetables 17,800
Total 1,398,500

P4
The total fertilizer used ig)@z fiscal year 1977-78 was
98, 779 tons for an average 29, 38’ pounds of cutrient for every cropped
acre, the highest for any district in Bangladesh,

Rail, water, and highway transportation fzcilities are available
in the district. The meter gauge railway system provides sources
of fertilizer from the urea factories, TSP factory, Chittagong Port,
Narayanganj and Chandpur River Port. Water transportation is
available on the Meghna River and scme small waterways during the
monsoon., Pucca roads serve most of the thanas,
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The district's supply of fertilizer comes mostly from the
Chittagong Port and TSP Factory.

The district office of BADC is located at Comilla and the
sub-divisional offices are in Comilla, Chandpur, and Brahmanbaria,
The warehouse locations designated as PDP's are at Comilla,
Laksham, Chandpur, Hajiganj, and Brahmanbaria, The warehouse
facilities at the PDP's are;

Appendix Table 13 : Comilla PDPs

Warehcuse Number

PDP Location of Owned & Leased Total Capacity
Comilla 3 1,425 tons
Laksham 2 1,000 tons
Chandpur 8 2,900 tons
Hajiganj ¢ 800 tons
Brahmanbaria 2 1,500 tons
Total 17 7,625 tons

There are 14 owned and leased thana warehouses with a total
capacity of 1, 720 tons bringing the total B..DC storage capacity in
the district tc 9, 345 tons,

The total warehouse capacity, compared to the annual sales
of 1977-78 of 98, 779 tons, results in a warehouse capacity to sales
ratic of .09 to 1 which is critically low, This district is in
desperate need of additional storage capacity, The sales forecast
for the month of December 1579 is 30, 000 tons, To achieve this
sales target inventory must be turned over more than three times
in the month of December,

TCCAs have leased 13 warehouses from baADC with a capacity
of 3,400 tons, but they are not actively utilizing most of them.
Every effcrt should be n.ade tc have these warehouses returned
to B4 DT cperation,

The Comilla District is headed by a District Manager and
three Sub-Divisional Managers with 21 Thana Inspectors and 90
other personnel,
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BADC owned and cperated transportation consists of a
jeep for the District Manager, one for one of the sub-divisional
managers, and 4 trucks to supplement product movement by
contractors,

Retail prices have varied throughout the district depending
on distance from the FDP and supply of product, Demand was very
high during December and January and TSP supply was insufficient.
Thus, most TSP has sold above the fixed retail price, Some TSP
that was brought from Chittagong by dealers was sold for as much
as Tk,100/maund (55 Tk/maund being the official retail price),

As of February 19th,4000 tons of DAP had been sold in the
district, prircarily the result of the TSP shortage.

The new marketing systen. has been well received in the
Comilla District and the only complaint from dealers is the
supply shortage. To date 2598 dealers have signed up at the
PDP's and 1175 at the thana sales centers., It is estimated that
about 25% of this number are active,

The high dealer signup at the sales centers was due to the
TCCAs' reluctance to participate actively under the new marketing
system. Under the old system the TCCA wholesale distribution
systemr: was a major factor in the district but they have chosen
not to cornpete with private wholesalers and dealers in the
new system.



December 1977 December 1978
Thana Urea DAP TSP MP Other Total Urea DAP TSP MP Other Total
PDP Comilla 576 495 209 1280 2575 833 736 347 72 4563
Chauddagram 136 15 151
Barura 22 155 60 237 87 5 1 93
PDP Laksham 254 189 34 477 849 130 263 152 1394
Burichong 100 247 347 98 50 17 165
Chandina 484 199 84 767 230 74 122 92 39 557
Homna 265 103 368 97 49 66 5 217
Debidwar 583 347 70 1000 145 191 140 96 572
Muradnagar 562 569 4 1135 741 128 232 21 39 1161
Daudkandi 795 570 124 1489 682 256 163 72 67 1240
PDP Chandpur 25 70 3 98 2273 175 673 255 157 3533
Matlab 1149 388 70 1607 185 95 167 100 125 672
PDP Hajigan] 37 279 50 366 687 166 209 112 142 1316
Faridganj 96 131 22 8 257 86 1 75 23 185
Kachua 372 365 73 810 234 153 51 438
PDP Brahmanbaria 1527 499 93 2119 1043 405 808 192 57 2511
Sarail 632 378 15 1025 109 108 252 120 589
Kasha 475 67 52 594
Nabinagar 935 516 86 1537 256 5 217 53 32 563
Bancharampur 234 120 36 390 62 17 50 25 154
Nasirnagar 250 346 40 636 208 31 130 10 63 442
Thana Total 9509 6048 1125 8 16690 3220 1108 1720 635 365 7048
PDP Total 7427 1709 2689 1064 $28 13317
Grand Total 9509 6048 1125 8 16690 10647 2817 4409 1699 793 20365

Table 14A

Comilla District Sales

February 22, 1979

Source :

District Manager

34.6%

65.4%

9¢



PDP

PDP

PDP

PDP

PDP

Thana
PDP

Grand

Thana

Comilla
Chauddagram
Barura
Laksham
Burichong
Chandina
Homna
Debidwar
Muradnagar
Daudkandi
Chandpur
Matlab
Hajipanj
Faridgan)
Kachua
Brahmanbaria
Sarail
Kagba
Nabinagar
Bancharampur
Nasirnagar

Total
Total

Total

February 22, 1979

Source;

January 1)J78

Table 14B

Comilla District Sales

(Product Long Tons)

January 1979

Urea DAP ISP MP Other Total Urea DAP ISP MP Other Total
404 192 186 782 2228 506 149 204 3087
204 84 25 313
269 97 49 415 114 8 17 139
371 116 50 537 510 163 27 42 742
555 50 605 52 52
486 209 64 759 141 10 151
208 43 44 295
489 141 69 699 30 4 34
953 201 9 1248 255 25 21 6 307
912 346 108 1366 301 44 28 29 402
160 54 75 289 548 409 112 72 5 1146
806 69 70 9%5 262 77 : 339
146 70 45 261 585 122 26 66 20 919
132 33 22 20 227 11i 55 25 23 214
376 90 66 532 110 110
666 168 123 957 1485 425 116 176 26 2228
566 78 644 140 50 190
560 401 38 999 68 20 128 74 10 300
742 71 39 852 329 95 126 13 563
212 26 14 252 93 93 21 3 210
326 190 13 529 151 45 16 2 214

9543 2749 1194 20 13506 2157 462 415 181 10 3225

5456 1625 430 560 51 8122

9543 2749 1194 20 13506 7613 2087 845 741 61 11347

District Manager

28.4%

71.6%

Le
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4. Fvaluation of the Sylhet District NMS

The Sylhet District in size is one of the largest in Bangladesh,
The principal city is Sylhet.

There are four sub-divisions in the district (Sylhet, Sunamganj,
Moulvi Bazar and Habiganj) and 33 thanas. The Sylhe¢i Sub=Division
has 11 thanas, Sunameanj Sub-Division has 8 thanas, Moulvi Bazar Sub-
Division has 6 thanas, and Habiganj Sub-Division has 8 thanas,

The cropped acreage as reported for fiscal year 1975-76 totaled
1,783,300 acres and comprised the following crops:

Appendix Table 15 Sylhet District Cropped Acres 1975-76

Crop Acres
T, Aman HYV 192,000
Local 422,000
Aus HYV 200,000
Local 292,000
Boro HYV 255,000
Local 350,000
Wheat HYV 200
Local 300
Sugarcane 6,000

Total 1,783,300

The total fertilizer used in the fiscal year 1977-78 was 23,512
long tons of product for an average of 13, 8 pounds of nutrient for every
cropped acre,

Rail, water, and highway transportation facilities are available
in the district. The meter gauge railway sy stem serving points along
the southern part of the district and north of Sylhet to Chattak connects
with the 3 fertilizer factories in Bangladesh, Chittagong Port, and
Narayanganj. Only about half of the thanas are served by pucca rouds,
eleven thanas having no roads at all and served only by water {ransport.
The areas depending on water transportation have none during the dry
season when the rivers are low or dry,

The fertilize:1 supply comes from the Fenchuganj urea factory,
the Chittagong TSP factory, and imports through the Chittagong Port.
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The district office of BADC is located in Sylhet and the sub-
divisional offices in Sylhet, Sunamganj, Moulvi Bazar, and Habiganj,
The warehouse locations designated as PDPs are at Sylhet, Habiganj,
Sreemangal, and Chhatak. The Sylhet PDP consists of 7 owned and
leased warehouses with a total capacity of 2830 tons, The Habiganj
PDP consists of 9 leased warehouses with a total capacity of 1,570 tons.
The Sreemangal PDP consists of 4 owned and leased warehouses with
a total capacity ol 1,420 tons. The Chattak PDP consists of 6 owned
and leased warehouses with a total capacity of 880 tons, The 79 owned
and leased thana warehouses have a capacity of 8,800 tons., Thus, the
total warehouse capacity is:

4 PDPs 6,700 tons
Thanas 8,800 tons
Total 15,5090 tons

This capacity compares to the annual sales of 1977-78 sales of 23,512
tons and results in 2 warehouse capacity to sales ratio of . 66 to 1.

TCCAs do not distribute fertilizer in the Sylhet District, However,
ammonium sulphate is dist: buted directly from the Fenchuganj Factory
to the tea gardens in the district. These sales are not reflected in any
of the data given for BADC,

The Sylhet District fertilizer sales are managed by a District
Manager who administers 4 Sub-Civisional Managers, 33 Thana Inspectors,
5 Senior Storekeepers, and 193 other personnel.

BADC owned and operated transportation consists of a jeep for the
district manager and 2 trucks to supplement product movement by con=-
tractors.

Some sampling of the retail prices indicated that they were at
the fixed prices or a little below near the PDPs, except in a few isolated
cases where TSP had been sold above the fixed price due to a shortage
in the particular area,

Dealers located in the vicinity of the PDPs are happy with the new
marketing system because commissions are higher and purchases and
sales are unrestricted, Dealers in the more remote areas are content to
buy at the thana sales centers at the Tk, 136.1/ton (5 Tk/maund) commi-
ssion, The additional commission at the PDPs will not offset their addi-
tional transportation and handling costs, All of the dealers registered at
the Chattak PDF are from Chattak Thana., None of the dealers from the
other thanas intended to be served from Chattak came to register. These
remote thanas arec all in the swampy area requiring water transportation
which is not available during the dry season.



Table 16A Sylhet District Sales
(Product Long Tons)

December 1977 December 1978
Thana Urea DAP TSP MP Other Total Urea DAP TSP MP  Other Total
PDP Sylhet 91 150 32 273 116 167 22 305
Gowainghat 3 1 4
Balagan} 7 4 1 12 2 2
Tajpur 12 4 2 18 3 2 1 6
Biswanath 62 27 17 1¢6 16 15 3 34
Fenchugan] 5 3 1 9 7 4 11
Golapgani 15 10 5 30 10 8 1 19
Jaintapur 1 1 3 2 5
Kanaighat 3 1 1 5 6 6
Zakigan}j 13 1 1 15 12 12
Beanibazar 5 3 2 10 5 1 6
Moulvibazar 14 6 2 22 28 54 7 89
Rajnagar 12 9 1 22 14 22 36
Kulaura 47 28 6 81 A0 - 54 2 96
PDP  Srimangal 19 27 39 85 113 149 40 302
Kamalgan} 27 5 1 33 22 5 27
Barlekha 19 7 5 31 23 6 3 32
Sunamgan j 78 30 7 115 36 14 3 53
PDP Chattak 33 19 3 55 35 17 3 55
Jagannathpur 4 7 2 13 12 1 13
Tahirpur 59 33 4 96 9 2 11
Badaghat 11 8 1 20 2 4 13
Dharampasha 52 42 8 11 113 26 10 2 38
Madhyanagar 80 39 ) 128 35 30 2 67
Derai 68 32 7 107 31 41 3 7 82
Sulla 37 75 3 115 57 48 6 111
Jamalgan ] 107 75 17 199 60 48 16 124
PDP  Habigan] 49 35 9 93 127 73 11 211
Madhabpur 79 91 5 175 77 2 2 81

Source: District Manager

0%



Table 16A (Contd.) Sylhet District Sales
(Product L.ong Tons )

December 1977 December 1978
Thana Urea DAP TSP MP Other Total Urea DAP TSP MP Other Total
Chunarughat 9 78 87 19 5 1 129
Bahubal 14 8 3 25 13 5 1 19
Baniachong 129 59 13 201 25 6 3 34
Mahiganj 9 4 3 16 9 4 1 14
Lakhai 139 126 9 274 115 24 1 140
Ajiniriganj 155 13 9 65 242 100 94 13 207
Thana Total 1467 1060 228 76 2831 824 501 71 7 1403 61.6%
PDP Total 391 406 76 873 38.4%
Grand Total 1467 1060 228 76 2831 1215 907 147 7 2276

February 22, 1979

Source: District Manager
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PDP

PDP

PDP

PDP

Source:

Thana

Sylhet
Gowainghat
Balaganj
Tajpur
Biswanath
Fenchuganj
Golapganj
Jaintapur
Kanaighat
Zakiganj
Beanibazar
Moulvibazar
Rajnagar
Kulaura
Srimangal
Kamalganj
Barlekha
Sunamgan}
Chattak
Jagannathpur
Tahirpur
Badaghat
Dharampasha
Madiwyanagar
Derai

Sulla
Jamalganj
Habiganj
Madhabpur

January 1978

Table 16B

Sylhet District Sales

(Product Long Tons)

January 1979

Urea DAP TSP MP Other Totel Urea TSP MP  Other Total
75 33 7 115 45 38 3 86
5 3 2 10 3 3 1 7

9 4 1 14 k! k!

8 4 2 14 5 1 6
29 11 2 42 1 1
19 14 3 36 10 3 13
6 2 1 9 3 1 1 5
3 3 1 7 1 1
4 4 4 4
3 3 2 2
10 4 2 16 7 1 1 9
16 6 2 24 14 6 20
3 10 k! 44 15 1 16
58 14 72 29 7 1 37
15 39 1 55 77 7 1 85
28 6 3 37 10 3 2 15
13 7 5 25 5 2 7
72 26 10 108 37 12 5 54
91 29 12 132 57 13 5 2 81
35 13 2 50 34 2 1 37
30 4 34 5 2 7
13 7 _ 20 15 3 18
16 9 2 8 35 15 6 1 25
49 36 2 87 32 14 1 47
45 30 1 76 75 21 8 104
173 30 15 2 220 113 13 1 10 137
53 18 10 81 76 15 8 101
135 65 16 216 276 35 3 314
82 114 1 197 42 5 3 50

District Manager Sylhet
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Table 16B (Cont) Sylhet District Sales

(Product Long Tons)

January 1978

January 1979

Thana Urea DAP TSP MP Other Total Urea DAP TSP MP Cther Total
Chunarughat 15 10 25 2 1 3
Bahubal 28 17 1 46 16 6 22
Baniachong 133 104 13 250 141 20 2 163
Mahiganj 12 6 1 19 12 3 15
Lakhai 192 202 2 396 286 47 5 338
Ajrniriganj 554 100 9 663 400 42 3 445
Thana Total 2060 990 132 10 3162 1416 234 50 10 1712
PDP Tctal 455 93 12 2 566
Grand Total 2060 ' 990 132 10 3192 1871 327 62 12 2278

February 22, 1979

Source: District Manager

75.29%

24,8%
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5. Evaluation of the Chittagong Hill Tracts NMS

The Government's administrative headquarters for this district
is located in Rangamati., The district is divided into 13 thanas and has
three principal cities, Ramgarh, Rangamati and Bandarban, The
district is divided into three sub-divisions, Ramgarh, Rangamati
(Sadar) and Bandarban,

The district has a total area of 5,083 square miles made up of
rolling forested hills criss-crossed by branches and tributaries of the
Karnaphuli River, Between the hills are valleys which are farmed,

Total cropped area is around 250,000 acres or about 8% of the
total area of the district, Scattered small farming areas in remote
locations are farmed by hill tribal people. Poor communications
characterize this district, one of the most under developed districts
in Bangladesh,

The cropped acres reported for 1978=-79 are as follows:

Table 17 Chittagong Hill Tract Cropped Area 1978/79

Crop Season Acres
Rice Paddy Aus 90,675
T.Aman 64,390

Boro 25,420

Jute 425
Sugarcane 1,660
Oil Seed Crops 13,120
Wheat 85
Others 54,225
Total: 250, 000

The Chittagong Hill Tracts Cistrict fertilizer sales were 0. 4%
of BADC total sales in 1977-78, Fertilizer use in the district for
1977-78 was only 2, 641 long tons of product,the lowest of any district
in Bangladesh,and represents only 11, 2 pounds of nutrient per cropped
acre.

Transportation into the district is limited to 3 roads from the
Chittagong District and country boat traffic up the KXarnaphuli River.
Roads do not connect the administrative center (Rangamati) to the
various thanas in the district. The Karnaphuli River, its branches
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and tributaries, are used for some inter-district transportation and for
outgoing produce. Road transport to thanas in the remote valleys is
expensive due to poor road conditions and great distances,

Fertilizer is currently being transported from Chittagong where
a transit warehouse of 1,625 ton capacity on the Strand Road has been
set aside to serve the Chittagong Hill Tracts. This warehouse is under
the control of the Chittagong Hill Tracts District Manager but the
warehouse is administered by the Chittagong District Manager. This
transit warehouse currently supplies the Chittagong Hill Tract thana at
Ramgarh and the PDP at Rangamati,

The Chittagong District PDP at Dohazari is currently supplying
the Chittagong Hill Tracts thanas at Bandarban, Lama and Nakhiongchari.

Currently in the Chittagong Hill Tracts District only one PDP is
operating, Rangamati, This PDP's sales to dealers is marginal as
shown by Table 18.

The Chittagong Hill Tracts District owned/operated and hirea
warehouses, excluding the Strand Road warehouse, have a total capacity .
of 2,503 tons and compared with sales in 1577-78 of 2, 641 product tons,
achieved a warehouse capacity to sales ratio of 1.06 to 1,

The district currently has 1 truck used for transporting fertilizer
between the PDP and thanas in the Rangamati area and 1 jeep,

Reports are that prices at remote thanas are above official prices
as the PDP discount does not cover transport, handling and warehouse
costs. In addition it is reported that dealers buying from thanas at the
current 7 Tk, /maund discount and faced with difficult and expensive
transport problems (head loads etc.) find they must sell over the official
price to show a profit.

Fertilizer knowledge by tribal farmers in this district is low to
minimal, Extension efforts to educate farmers have made little headway.
Farmers claim their soil is rich and are afraid fertilizer may hurt their
fields. All these factors contribute to low fertilizer usage in this
district.
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Only 29 customers are registered at the Rangamati PDP of which
only 9 are local dealers, Customers from other districts came to the
PDP in December and January t7, buy the PDP's stock of black colored
TSP which is in high demand in other districts. Stock of this particular
color TSP is now exhausted and PDP sales problems caused by customers
from other districts have ended. Stocks of TSP at the PDP are adequate
with the planned arrival of DAP,

The New Marketing System needs to be modified to serve the parti-
cular problems of Chittagong Hill Tracts Cistrict.



Table 18A

(Product Long Tons)

Chittagong Hi1ll Tracts District Sales

December 1977 December 1978
Thana Urea DAP ISP MP Other Total Urea DAP TSP MP Other Total
PDP  Rangamati 12 10 12 34 2 76 1 79
Chandraghona 7 8 2 17 19 31 1 51
Barkal 6 h 8 20 10 9 9 28
Longadu 3 1 2 6 5 5 6 16
Baghaichari 2 1 3 6 3 9
Bandarban 9 4 13
Lama 2 2 4 42 23 65
Naikhyongchari 3 2 5 12 16 1 29
Ramgarh 4 9 1 14 1 9 10
Khagrachari 1 1 1 1
Mahalchari 1 1
Dighinala 1 1
Thana Total 49 43 25 117 98 96 17 211
PDP Total 2 76 1 79
Grand Total 49 43 25 117 100 172 18 290

February 22, 1979

Source: District Manager

72.7%

22 3%

Ly



Table 18B Chittapgong [lill Tracts District Sales

(Product Long Tons)

January 1978 January 1979
Thana Urea DAP TSP MP Other Total Urea DAP TSP MP  @ther Total
PDP Rangamati 15 7 6 28 21 31 8 60
Chandraghona 28 27 3 58 15 12 3 30
Barkal - - - -
Longadu 7 6 11 24 3 2 2 7
Baghaichari 1 1 2 6 2 8
Bandarban 23 8 31 6 6
Lama 13 14 2 29 19 6 25
Naikhyongchari 11 10 1 22 37 31 4 72
Ramgarh 11 13 2 26 8 62 1 71
Khagrachari 5 1 1 7 2 2
Mahalchari - - - -
Dighinala 1 1
Thana Total 114 87 26 227 97 115 10 222
PDP Total 21 31 8 60
Grand Total 114 87 26 227 118 146 18 282
Source: District Manager

February 22, 1979

78.7%
21.3%

-3 4
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Suggestions

The suggestions were offered by the IFDC Consultants as
some of the ways the NMS could pcssibly be improved and to
meet the objectives of the NMS., It is too early in the NMS to
make a final decision on all of these suggestions, but they have
been accepted by BADC and USAID as worthy of scrious consideration,

(1) Warehousing Improvement

The ongcing warehouse construction program should be
concentrated at the PDP locations and at those locations where
storage inadequacies are the most critical,

PDPs should be staffed adeguately to handle customer
sales promptly along with regular receiving and shipping
operatione,

i. The BADC employee designated to register dealers,
take ba..x drafts and issue warehouse orders should
be located at the PDP warehouse.

ii, Longer operating hours might be needed with perscnnel
working on shifts,

iii, Procedures for store-keepers accountability should
permit simultaneous receiving and shipping or multiple
simultaneous shipments.

Maintain uniform stacking in all warehouses to protect
inventory and permit physical verification cf stock balances

at any time.

Maintain adequatc inventories of required products
including DAP at all locations.

A specific suggestion is that the btrand Road warehouse
in Chittagong that is assigned tc Chittagong Hill Tracts be
reassigned to the Chittagcng PDP for better utilization. The
Chittagong Hill Tracts District Manager should be permitted tc
issue rnovement orders on eny Chittagong District PDP /transit
warchouse in coordinaticn with the Chittagong District Manager
Additionally, the ground rock phosphate at the Strand Road ware-
house should be sold or shipped to other districts cr sold to the
TSP factory as it has been consuming considerable space for
over two years.
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Should the TCCAs decide not to function as a wholesale
dealers or ac 2 retail dealers they should be requested to return
leased BADC warehouses back to BADC. BADC can utilize some
of them, particularly in the Comilla District, The others could be
sold or leased to active wholesale dealers.

b, Transportation and Coordinating Shipments

It is recommended that uniform transportation remuneration
rates be established by BADC competitive with those of other
government companies and private industry tc enable BADC to
effectively secure adequate transportation conveyances,

Transportaticn contracts shculd be awarded on the basis
of contractor qualifications, such as owning trucks, having
signed contracts for sufficient transportaticn conveyances, and
ability to post bond or guarantee to cover carge transported,
Contracts should remain valid until reissued for changes ¢r
canceled for non-performance. Enhancement cf rates could
possibly be permiitted by contract on BADC rates for local
conditions or circumstances increasing costs, BADC rates
should be reviewed regularly and revised as necessary,

The Divisional Manager and his District Managers should
coordinate with the Manager Shipping and assist in determining
all movement orders for shipments into the districts to the extent
of allotments established by BADC/Dacca., This authority will
permit the Divisional iManager to route and dispatch for timely
arrivals cf the required products at the required locations and in
the required quantities, Hs can then adjust the program for
unexpected preoduct demand, spazce availability, or transporta-
tion restricticns,

The miovement crder procedures should be reviewed tc
insure that they in no way are restrictive tc efficient operations.
Movement orders should be coordinated with the Manager
Shipping to avoid dounle handling and not tc zestrict efficient
operations in the port.
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(2) Adding And Deleting Sales Locations

Certain warehouse locations have been designated as PDP's
under the new marketing system, These PDPs should be selected
to maximize the following criteria; (a) at the intersection of major
transport modes, (b) near a major commercial area, (c) has
adequate storage capacity, and (d) serves the maximum number of
dealers in several thanas,

PDPs should be {filled first, No fertilizer should be moved
to thanas until all PDPs are adeguately stocked. It will become
apparent that some areas are being adequately served by the
seiected PDP areas and other areas are not, The thana sales at
some locations will drop and some will not, If tbana sales drop
50% or more from previous sales they should be closed because
the area can be adequately served from the PDP, If thana sales
remain steady it is an indication that the sales location is need=d
and should be maintained.

If a PDP's sales are low or if it is found to be serving
only one thana, then its status as a PDP should be reconsidered,

(3) Dealer Classification

The NMS principle that dealers may register without rest=ic-
tions or approvals is essential for a free marketing system, However,
certain qualifications such as requiring dealers to bring a -valid form
of iduntification add needed assurance thai the registrant is using
his correct name and address, This appears to have almost eliminated
people using fictitious names and addresses,

Under the current NMS, it has become difficult or impcssible
to determine sales of fertilizer to dealers in given areas.
Wholesale dealers are free to sell anywhere they choose and can
now buy anywhere they wish in the Chittagong Division, Local
Government officiale are vitally interestet¢ in knowing that
stocks and sales are adequate to meet demand in their
jurisdictions and justly so.
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A dealer classification system is one way to solve several
of the NMS problems currently reported by District Managers.
These are as follows:

(a) Estimation cf sales for given thana and administrative
areas,

(b) The need tc identify and varify which dealers maintain
a warehouse, its location, capacity and address.

(¢) The need tc identify dealers!' points of sale and
locations of any sub-dealers,

(d) The need to provide BADC with 2 means to reccmmend
to banks dealers worthy of credit for warehouse cons-
truction or operating loans,

(e) A means tc direct farmers tc authorized dealers to
exchange bank fertilizer credit slips fcr fertilizer,

(f) An incentive fcr dezlers to attend training programs,

(8) A means of raticning fertilizer under critical
shcrtage situations.

There are severzl possible ways a deazler classification
system could be structured to sclve these NiviS problems and
still maintain a truly free marketing system,

One suggestion is t¢ have BADC PDF Szles Representatives
(2 suggested new name for Thana Inspectors) visit cnce each month
dealer warehouses and dealer points of sale, The PDP Sales
Representative would estiniate dealer stocks on hand, verify
dealer and sub-dealer addresses, obtain dealerd date. on sales
volumne, visit with nearby farmers and obtain first hand informa-
tion on retail prices they are paying for fertilizer. The Sales
Representative should nave a firm understanding of ' e {ertilizer
requirements of his area, dealer and farmer credit needs, and
be able to communicate current fertilizer recommendations.
Based on these mocnthly reports (plus information on dealer
purchases recorded in the ""Customer Lifting Record' maintained
at warehouses) the PDP Sales Representative would classify
each dealer into one of three classifications.



CLASSIFICATION

A,
{Blue Card)

Bn
(Red Card)

C.
(Yellow Card)
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REQUIREMENT

Have a warehouse of 20 tons or more
capacity.

Have a permanent point of sale,

Have purchased from a PDP or thana
50 tons or more fertilizer in the last
season.

His regular retail selling pricesto farmers are
at or below the official retail prices.

He must have more than one retail point
of sale or have sub-dealers.,

Have attended a fertilizer traiaing covrse
and passed a simple written test on the
correct use and storage of fertilizer or
passed the test without taking the course.

Have a warehouse of 5 tons capacity or more,
Have a permanent retail point of sale,

Have purchased from a PDP or a thana

10 tons or more fcrtilizer in the last season
and sold it to farmers at or below the
official retail price,

Have attended a fertilizer training course
and passed 2 simple test on the correct
use and storage of fertilizer or passed the
test without taking the course,

Any registered dealer who does not meet
requirements of classification A or B or
who does not want to be classified, This
dealer must make a purchase every six
months or his registration will be cancelled,
411} new dealers will be given yellow cards
until they have qualified for red or blue
cards.
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Incentive for dealers to be classified A or B could be the
following:

1, During times of fertilizer shortage crisis, A and B
classified dealers would get a monthly fertilizer
allotrnent based cn percentage of their purchases from
the PDP or thana during the last season. C dealers
would get no allocations.

2. A and B dealers would be eligible to receive BADC
recommendationc to banks for credit, whern and if banks
have funds to loan to dealers,

3. A and B dealers only would be eligible to redeem farmer

bank credit slips at BADC PDPs or thanas for fertilizer
and receive from BADC the prevailing discount.

4. A, B and C dealers would be eligible to lease from
BADC a largec painted wood or metal sign stating his
authorized dezler classification., Should for appropriate
reasons, wu:e PDP Representative change the dealer's
classification, the sign would be returned to BADC for
one with his new classification, If a dealer challenges
his re-claseification the Sub-District Manager would
make the final ruling,

(4) Dealer Training

Dealer training is essential under the NMS for the system to
function efficiently and also to assure that costly fertilizer being
provided and subsidized by the Government is not wasted by poor
dealer management. In addition dealers should be sources of
information to the farmers on correct fertilizer usage,

As thana warehcuses and pointe of sale are closed these
personnel should be reassigned to new jobs and functions such
as dealer training or PDP or Thana Sales Representatives,

Training of all BADC personnel in a division is needed to
teach them how to upgrade their skills for future promotions and
above all to direct their efforts to serve the most important
persons in any mszrketing organization, the customers,
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(5) Staffing Pattern For the New Marketing System

The current staffing pattern designed for the old marketing
system is not adequate to service the high volume sales of PDP's
and reduced emphasis on thana sales, It is suggested that a new
staffing pattern be designed to meet the challenge,

One possible NMS organizational chart cculd look like the
following:

General Manager of Supply (Dacca Head Quarter)
]

oo 4
Division Manager

Deputy Div. Dealer Training Officer
—~- Deputy Planning and Programming
Officer
— Div, Clerks

Regional Managers (covering 2 to 3 districts)

— Deputy Regional Training Officer

— Deputy Regicnal Planning and
programming officer

— Clerks

District Managers

— Assistant Dist, Plaaning and
Programming Officer
— Asst. Dist. Training & Promotion

Officer
— District Clerks
Sub- District Manager:
|
PDP Sales Superviscr Thana Sales Supervisor (remote thanas)

Sales Representative
Storekeeper

tatives epe
— Storekeepers Tally Clexk

— Tally Clerks
-~ Pecns

-- Sales Represcu-
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(6} NMS Costs and Prices

(1)

(i1)

(iii)

(iv)

(v)

(vi)

It is suggested that an IFDC short term consultant

economist or market analyst, as provided in the IFDC/
BADC contract, spend 1 to 14 months in Bangladesh to
determine BADC marketing costs under the NMS,
compared to costs of the old Marketing eystem. In
addition he would evaluate wholesaler and retail dealer
costs, This is to provide NMS managers with answers
relevant to whether discounts should be raised or lowered,
and to assure that an adequate profit incentive exists
within the context of Bangladesh business conditions for
wholesalers and retail dealers under the NMS.

BADC should require that all registered dealers sign
an agreement to not sell over official retail prices.
Dealers who violate this agreement would be barrad
from future purchases from BADC for period of say
fcur months,

BADC should provide "Price Posters'' showing official
retail prices for all fertilizer products sold in Bangladesh,
Dealers would be required to display this !"Price Poster!
in a prominent place in his store visible to all customers,
This should also be a requirement of the dealer regis-
tration at any permanent point of sale, BADC could
possibly charge 5 or 7 Taka for each poster to defray

part of BADC printing and pcster distribution costs,

Based on the NMS cost evaluaticn, a determination needs
te be made whether to raise or lower discounts or develop
a new discount (cormmission) schedule.

Minimum quantity purchases at PDPs need to be re-
evaluated with the possibility of raising the minimum
tons per purchase,

BADC Thana sales centers where sales in January and
February confirm that sales have drcpped 50% or more
compared to sales for the same months last year should
be closed by the end of March, Decision tc close
additional BADC thana sales centurs should be made

in May and again in July,
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