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Units of Measure

pound (1b) = 453.59 grams (g) = 0.4862 secers

kilogram (kg) = 1,000 g = 2.2046 1o = 1.07 seers

short {on (st) = 2,000 1b = 0.90718 metric ton = 0.8929 long ton
metric ton (mt) = 1,000 kg = 1.1023 st = 0.98B42 long ton = 26.82 maunds
long ton (ton)> = 2,240 1b = 1.01605 mt= 27.22 maunds

maund (md) = 40 seers = 82.27 1b = 37.3 kg

seer = 2.05675 1b = 0.9329 kg

square mile (mi2) - 2.59 square kilometers (km2)=640 acres=259 hectares

U.S. Dollar = 30.70 Taka
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EXECUTIVE BRIEF

The Fertilizer Distribution lmprovement Project II (FDI II) is
designed to improve the fertilizer marketing and distribution system in
Bangladesh which will result in Increcsed crop production by increasging
fertilizer consumption in a cost eficctive manner. 75 complete assessment
of the past & presentof fertilizer marketing woas regquired  so that future
objective could be melded into FDI I1. This report on the past, present
& future of fertilizer marketing in Bangladesh has been prepared in fulfil-

ment of the Terms of Reference (TOR) of the BADL/IFNDC contract.

To facilitate review and appraisal for the implementation of the
suggested reforms, the report has been broadly classified into five categories -
Fertilizer Marketing Structure, Supply and Distribution, Fertilizer Utili-

zation, Credit and Dealer Development & Training.

Marketing Structure

Use of Chemicai fertilizer was introduced in Bangladesh during the
ninteen fifties. 1In providing fertilizer to the farmers some changes in the
marketing & distribution system have cccurred. In the introduction phase
the Goverrnment sold fertilizer direct to the farmers through its Union level
seed store and Thana (Upazila) level stores. This public oriented marketing
concept continued until the early sixtie;. During the mid-sixties BADC appointed
.dealers to distribute fertilizer to the farmers through Thana level retail
dealers. The first private dcaler participation in retail fertilizer saies
was initiated in the early sixties in selected districts on an experimertal
basis. This Thana/Union level private dealers system proved superior to
previous systems resulting in a 17% annual increase over other systems In
‘this scheme all procurement and transportation/storage up to Thana level
(Upazilla) remained the responsibility of BADC. Private dealers would buy
fertilizer from Thana godowns on fixed commission and in return sell to

farmers at government controlled price.
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Under this system a number of control & restrictions were imposed on
the dealers with regard to their sales terriroty, commission on the basis of
distance, periodic verification of records by BADC officials, etc. In addition,

the procedure of dealer appointment was cumbersome and highly bureaucratic.

In 1978 the GOF,with the cooperation of USAID, dnalyzed the Fertilizer
Marketing Svstem and recommended loss restriction in dealer appointments and

¢ broader private scctor. USALD agreed to provide funding for technical

iy

assistance and warchouse construction. Mhis becane huown as the "New Marke eting
System" (HMS) . The NMS introduced in phases between December' 78 and July'84 gave
rise te a larger role of fertilizer deqlers andg alse increased their financial

incentives. The main features of the NMS were :

1. Instzad of operating in all (400) Thanas {(Upazilla) of the country,
BADC would sell fertilizers from strategically located commercial
and transportation centers only.. 2dcquate warehouse capacity would
be provided at these "Primary Distribution Points" (PDP) to enable
broper storage, handling and sale of fertilizer.

2. Movement of fertilizer below PDP would be left to private dealers.

3. Restrictions on number of dealers would be withdrawn to allow the
growth of a competitive free-market.

4. Dealer would be éllowed to move stock from one area to another

in response to market demand.

5. Dealer training would be implemented to assure that the dealer who
was the last pelson the farmer contacted prior to fertilizer use

could give crov management advice.

The April 1983 nationwide price decontrol represented a significant ferti-
lizer policy change, unique to most of the Asian Continent (at farmer level}).
There was a relatively large group of policy makers who were opposed to this
action, claiming that fertilizer prices would skyrocket and dealers would reap
windfall profits while the farmers would suffer an economic loss. On the other
hand, a second group of policy makers were convinced that fertilizer prices would
not increase that much and that fertilizer consumption might increase due to

improved fertilizer availability and farmers might benefit.

Prices deregulation did not cause a significant change in consumper prices

but in high transport cost, low use remnt. areas prices did increase marginally.
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Price deregulation did cause a major improvement in availability because the
dealer could move the fertilizer in high transport cost, low use areas and
- recover his costs through slightly higher consumer prices.

Retail prices and sales of‘fertilizer rose markedly, before and after
price deregulation, under the NMS. The regulated maximum retail prices of
urea, TSP, and MP stood at 70,.55, and 45 Tk/md in January 1979, According to
the BADC/IFDC monthly farmer survey, they were 189, 191 and 160 Tk/md in June
1966. Fertilizer sales showed strong upward movement during that period.
Combined sales of all fertilizers rose from 754 thousand mt in 1978/79 to
1.156 million mt in 1985/86; this was down modestly from their peak of 1.260
million mt set in the preceding year. During 1986/87, sales are 1.102431

through March 1987 and annual sales are expected to be abcut'1.330 million mt.

Future Marketing

a) The development of a competitive free market system nationwidé.

b) BADC may continue to operate as a stockist and distributor of ferti-
lizer but could be required to compete with others in the new
competitive free market system.

c) Fertilizer import system should be revised in a manner that will

complement the competitive free market system.

Supply ahd Distribution

Imports of Urea and TSP as percentage of the country's total supply,
have declined as domestic production capabilities increased. The country will
ne longer require Urea imports and may become an exporter when the Chittagong
Urea Plant comes on stream. About two-thirds of TSP demand in the country comes
from imports while the entire Potash requirements are imported. Most fertilizer
imports are currently provided fhrough grants, aids, and soft loans from a
variety of donors. The terms and conditionsof these financing arrangements often
vary, including product and product source, procurement .and payment procedures,
shipping restrictions, monitoring etc. These variations complicate planning and

implementing of BADC's import procurement program. Efforts should continue to
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persuade donors to adopt & more uniform act of standards for their financial
arrangements and work closely with BADC in rationalizing its fertilizer import
program. Some improvements have been made in BADC's procurement, planning and
import proaraemming with introduction of the monthly "Newsletter" on the ferti-
lizer situation. There continues to be a necd for furthering the knowledae
base of BADC procurement staff and others involved in procurement , particularly
on international market prices, availability, product ricing sturucture, orga-
nisations, methods of sale, ocean freight rate structure, shippinag options and
costs, bulk handling and shipments, etc. Procurement from domestic factories

is made based on production and procurement schedules planned in advance by BCIC

and BADC jointly.

Procurement payments are made after receipt of products. Generally BADC
establishes its annual fertilizer procurement schedule based on sales tareqgets
plus three-months requirements of buffer stocks for Urea and five-month reqguire-
ments of buffer stock for other fertilizers. On an average, normal leadtime

required for one consignment of imported fertilizer is 120-150 days.

In-country fertilizer is transported from supply sources (factories
and ports of importation) to sales pointé by rail, road, and/or river crafts.
Railroads are government-owned. Two types of railroads, broad-quage and meter-
guage are used in transporting fertilizer. PRroad-guage is used moctly in the
western part of the country ¢cross the Jamuna River while meter-qguage is used
mainly in the eastern half of the country. Transportation by river crafts is
easier and usually least cost. For relatively shorter distance, a substantial
gquantity of fertilizer is moved by truck. 2% percent of total fertilizer traffic

is by truck, 35 percent rail and 4o percent water on average.

A number of warehouses were built under FDI-1 in order to expand fertili-
zexr storage capacities at PDPs and transit pointé. Currently BADC has about

400,000 mt. of storage capacity in the country.
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Fertilizer Use

Fertilizer use in Bangladesh has increased markedly since its first
introduction in 1952-53 with some 8,600 mt. of materials (principally, Ammonium
Sulphate), and is expected to reach 1.330 million mt. in 1986/87. Uréa, TSP and
MP have been the three principal fertilizers used for straight apolication

since 1963/64.

Inspite of the impressive increase in fertilizer use in the past, ferti-~
lizer use in the country is far from reaching estimated agronomic requirements.
Based on agronomic requirements, fertilizer use, for all products combined,
should have reached 40.40 lakh mt. Aside from low usage per cropped acre,use
of the three major nutrients, nitrogen, phosphate, and potashhas been consider-

v

ably unbalanced. The actual nutrient ratio in 1985/8% was 1:0.4:0.1 while the

recommended ratio is 1:0.80:0.63.

Although fertilizer is used in all three crop seaesons (Aman, Rabi/Born,
and Aus) and usage has generally increased in every season. Rabi/Boro is by
far the heaviest uce season in total usage as well as on the per cropped acre
basis. It is alsou the season that has had the fastest use growth. 1In 1985/86,
about 52 percent of all fertilirers was used in the Rabi/Boro season. The
spectacular growth in this season has been attributed to both expanded crop

acreage and rapid increase in application rates.

The Rajshahi Division used more fertilizer than any other division in
1985/86 with 390,000 mt. It was.followed by the Dhaka Division (353,000 mt),
the Chittagong Division (247,000 mt), and the Khulna Division (167,000 mt).

On a per acre basis, fertilizer use varies from region to region, ranging from

less than 50 1lbs per cropped acre to more than 100 1bs per cropped acre.

In order to meet the foodagrain production target of 20 million mt.
(by the end of 198%/90) set by the Government of Bangladesh in its third five
year plan, fertilizer use in the country must reach 16.85 lakh mt., with an
annual compound growth rate of 8.4 percent over 1984/85. To achieve this

goal, several factors must be worked out as planned. These factors include


http:1:0.6:0.63

increased knowledge by the farmers about fertilizer use, adeqgquate dealer
and farmer credit, ample fertilizer supply at national level and timely avail-
ability of product to the farmers through an efficient and competitive

marketing and distribution system.

Credit

FDOI 11 seens to expand the role of private sector in large fertilizer
wholesaling, compotitive Frocurement of fertilizer, fertilizer dealer develop-
ment , and fertilizer sales promotion., In order to achieve these goals, o major
portion of profect fund (US$44 million out of USSOS million) has been eovmar ked
for distribution of credit to all categories of doalers for incountry fertilizer
lifting and/cr direct dmporte,and is to be allocatea to the Lanotadesh Bank for
use as refinance fund. Of the total credit fund cavinarked, UCSI2 million has

been stipulated as the in-kind credit Joan progran,

This credit loan differs from aqricultural and other types of credit

which are currently extended by commercial banks.

The in-kind credit lean shall le used exclusively for fertilizer trade
financing by the dealers and is to o channeled through national commercial
banks and the Bangledesh Krishi Bauk. To ensure that this credit louan will he
used exclusively for fortilizer trade by declers, o special {inancing system
needs to be developed.  Although some crodit schemes wore avarlable to dealerd
by BADC and its predecessors | the then Fast pakistan Aqrjcultﬁrdl Development
Corporation (the bADRC) none of these schemes were ac significant as the FDI II

in-kind credit scheme in fertilizer trade financing by the dealors.

The Government was to establish the fund initially in favor of EADC.
However, the fund was then moved by the Ministry of Finance. The Miristry
of Finance proposcd to avail cash credit facility with Agrani bank, 1f
necessary with the quarantec of the Government rather .than establishing the
fund for BADC from the Government's own resources and sought the opinions of
the Bangladesh Bank and the Ministry of hgriculture. hanaladesh Bank agreed
to the proposal but BADC objected. As a result, the clearance from the Ministry
of Agriculture '..s held up and created & stalemate in reimbursement of the '

first tranche (US$3 million) from the in-kind credit fund pledged by USAID.
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The first tranche is not yet released inspite of the fact that all procedural
steps were undertaken and the revolving bank account with Agrani bBank was opened.
In anticipation of fund release, BADC hao formally lounched the in-kind credit
program and extended the credit facility to the dealers since June 1, 1986.

Ihe program is currently continuing and hoes made some procress.  an excess of

20 million  taoka bag koo dishbursed but to o limited numbor of (129) dealers.
Formalities to obtoin o honk ouwrantec are cumborsoms and the Lonks demand
for collateral sceurities rrom the dealers is excessive. Dealers have in-
adequate knowledac albxut the in-kind credit program, and the fund obliaated

for the in-kKind credit proaram has not been drawn.  These problems must be

solved if the in-kind crecic proaran for fertilizer dealers is to succeed.

Dealer Development and Training

An efficient, balanced, and proper use of fertilizer has 4 direct
bearing not only on the increase in physical crop vields but alsc on the
economic return Lo farmers Jrom fertilirzer use. One of the major ways to
expand fertilizer us~ at the right time ipn right cuantity by right method by
farmers in the country is to provide knowledge and effective promotional
activities through the vast army of fertilizer dealers. Dealers have a strong
and close link with BADC and the farmers. Therefore, if the dealers are
properly trained in fertilizer usc and marketing as well as in business manage-
ment skills, they can become effective catalysts in the proper and '
profitable use of fertilizcer. Realizing this critical role of the dealers,
BADC formally introduced the Dealer Development and Training bProgram in April,

1982 and established & formal organization unit, Dealer Development and Training
Unit (DD&Tf vithin its MSS Division to manage the program. The basic objective
of the DD&T program is to train BADC's trainers who in turn train the dealers
to expand their knowledge and skills in promoting fertilizer sales, and
irproving dealer/farmer management. With IFDC's technical assistance, BADC's
DD&T Unit has carried out some training development and prnmotiona]lactjvities

for the dealers and BADC's trainers. The trainer's trainin rogram for BADC's
g prog

trainers was conducted in September 1962, Octolsr 1983 and in April 1985,

BADC established a two-man team in each region as the trainers for the

dealer training. The team consists of one Dealer Training Officer (DTO) and
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one Assistant Dealer Training Officer (ADTO). The trainer's training prooram
was designed to provide updated knowledge and skills in training Lechniques,
training planning methodology, lesson plan preparation, product knowledge,
business management, agronomy, promotion, fertilizer use management, use of
audio-visual aids, fertilizer demonstration, farmers' meeting and field days.

In addition to the trainer's treining progyram, a two-dsy dealer training program
was developed and has been conducted by each BADC trainer in all regions. Since
the program was initiated in 1982, 28,103 reqgictered dealers (lecal wholesalers/
retailers) have received training. The program rocused on enhan~ing a dealer's

knowledge of fertilizer use and his technical assistance capabilities for the farmers.

DD&T activities include crganization of sales campaigns by trained dealers,
formition of the dealer association, Sunday meeting of dealere at PDPs, the intro-
duction of the village adoption program at thana level and sharing of fertilizer
materials required for 4 demonstration plots with farmers in cach Thina (Upazilla) .
Two local film on fertilizer promotion, "Dhan Shabuj Shawpna" and "Bhalo Fashaler
Ashal Khata" were produced and one IFDC film "Making the Most of a Miracle" was
dubbed. A flip chirt of fertilizer application was developed and several edu-
cational and promotional posters and manuals were prepared and distributed to the
dealers. A district-wide soil map was also distributed. While BADC's DD&T program
has had its impact on trained dealers, it alsc has several problems which nmeeds to
be overcome. In order to help solve problems, a nunber of recommended actions
to improve BADC's trainers, training programs,training aids, follow-up activities,
and dealer incentives were prepared by IFDC for BADC's consideration and action

such as:

1. More emphasis on follow-up visits to dealer shops.
2. An increase in participafion of dealers in classroom by including:
a. role playing;
b. case study;
c. discussion period;
d. reduce number of topics; -
e. well planned field trips to demonstration plots;

f. farm news advertising;

g. develop promotional cassettes for use in dealer shops.



FERTILIZER MRRVIITING AN BANCLA

THE PAST, PRESERNT ARD FUTURE

!

The purpose o this rewort is to asscss the past, present and future of
fertllizer sarketing in Bangladesh. The report is prepared in fulfillment of
the terms of reference (TOR) of the BADC/IFDC Consultancy Service contract under
the USAID rincnced Fertilizer Distribution Improvement 11 Project (FDI 11).

This report i¢ of necessity to BADC munagement in crder to bring about further

improvemente in the fertilirzer merketing system and policy in Fengladesh.

in erder to facilitote on extensive review ond assessment of Lthe implemen-
tation of svotem and policy improvements, the rewort consists of five major areas
of importance - Fertilirzer Marketing System and Policy, Fertilizcer Surply znd
Distribution, Pertilizer Use, Pertilizer Credit and Fertilizer Dealer Develop-

ment and Training.
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CHAFTER-1
MARKETING SYSTEN AND POLICY

Since chemical fertilizer was first introduced in Bangladesh in 1951/5Z,
he nation's fertilizer marketing system has undergone severel major chan-
This is cspecially true durinc 1979-80, under the impetus of the DSPID Tunded
p licy-reform project, the Fertilizer Distripution Inprovemnent Progect (FDI I).
The system ig expect.d to have further changes under the Fertilizer Distrikutien
Improvement 11 Project (FDI I1). DI I1 ig an extension of FOT 1 and wasg agreed
and signed between the Government of Banaladezeh (GOR) and USRID on August 30,

1984. The objective of FPI IT is to further enhance the efficiency of the

fertilizer marketing system by developing a competitive free murket system.

The fertilizer marketing system in RBangladesnt has evolved through
hel

several phases.

Phase 1 - During the fifties, fertilizer needed in the country was all

imported and the Direccorate of Agriculture (DoAa) of the then East Pakistan
Government was solely responsible for fertilizer imports and in-country storage,
sales, and distribution. The field staff of DOA at the union and thana(Upazilla)
levels were charged with retail sales to farmers. This arrangement, however, did
not work out satisfactorily as the field staff were ill-equipped with knowledge,
motivafion, and logistics suppoct. They were also overloaded with agricultural
extension work_anu other duties. Lack of their motivation and confidence to
promote sales and the supervision cf distribution operations, coupled with the
inadecuacy and inefficient use of transport and storage facilities, resulted in
product lusses, pilferage, deterioration, and little sales increase. In light
of such problems and the nation's need for the accelerated development in ferti-
lizer nse, a government-owned ccrporation, the East valkistan Agricultural
Development Corporation (FTADC), was established in October, 1961 to procure,
market, and distribute fertilizc:, seeds, and irrigation equi ment/services in
the country. However, DOA continued to handle fertilizer procurement, marketing,
and distribution on behalf cf EPADC unti].EPADC commenced its actual operations

in July 196z.



Phésq_B - EPADC, renamed as the Bangladesh Agricultural Development

Corporation (BADC) in 1971, incorporaved a limited commercial concept in the
nation's fertilizer marketing system in the carly sixties by using retail dealers

in fertilizer sales at the union level. This change in system concept, often

referred to as the 014 “keting Svetem (OME) led to the beainning of rapid
growth in fertilizer sales in the country, even though a number of undesirable
conditions ant recstrictions were impesed on retail dealers. The structure of

OMS 1s chown in Figure i-1.

Under the OMS, BADC remained as the nation's sole procurer and distributor
of fertilizer. However, it limited its fertilizer sales to wholesaling at the
thana level. BRBeside BRALC, 97 Thana Central Co-operative Associations (TCCAs) alsc
acted as thana-level wholesalers., FADC and TCCAs sold fertiliver to retall
dealers who, in turn, sold it to farmers. Retall dealers consisted of private
dealers and Krishi Samabayo (KSS) dealers.  The KES dealers were the TCCR's
member cooperative stores at the villaage level. The TCChs wore cranted the
wholesale dealership by BADC bocause of & covermment policy to promote cooperatives
in the countrv. As a general practice, BADC did nov sell fertilizer in a thana
where o TCCA sales center existed. 1In this convext, the TCCAs were considered
essentially as the BADC's sales agents. All retail dealers were appointed by
BADC and the number of retail dealers in each thana was limited. Retail dealers
were appointed upon approval by a committee composed of the BADC Thana Inspector,
the Thana Extension Officer of DOA, the local Union Council Chairman at the thana
level (Upazilla). Ccnerally, BADC limited the number of private retail dealers 1in
a union to 15 but no such limitation was given to the number of the KSS dealers.
Based on BADC records, there were 42,949 registered retail dealers in the country
as of July 1978 but only about one-half of them were considered active. The

average sales tonnage per active dealer in 1977-78 was 32.7 tons.

After a dealer was approved, a memorandum of agreement between the dealer
and BEDC was drawn up and a number of conditions and restrictions were imposed on
the dealer. For example, a retai’ dealer could only operate at his registered .
store addréss and his sales were restricted to farmers located in his specified
union. He could purchase fertilizer only from a designated BADC or TCCA thana

sales center and he was responsible for physical lifting of fertilizer from the



OLD MARKETING SYSTEM (OMS)

UPTO

I1S77 - 1978

IMPORTS

/

/

1 L

/

—

LOCAL PRODUCTION

!
|

TRAKNSIT WAREHOUSES

|
|
J,

S INTERMEDIATE WAREHOUSES
¥ Y : \§ Y
BADC THANA TCC WHOLESALE
SALES CENTERS DEALERS
75 % 25 %
@ i
(@]
“1 | PRIVATE & KSS PRIVATE 8 KSS
o DEALERS DEALERS
la)
3 /
@ //
o
/
//
r X 4 v
FARMERS MEMBER FARMERS
Figfira.-4- 1. . Fiow €hart, BADC Fertilizer Distribution System,Old Marketing System(OMS)

upto 1877 -197¢&



w

thana sales center to his own store. Although there were neither the restriction
on the frequency of his fertilizer purchase within a vear nor the requjrement ror
the minimum quantity pe¥ purchase, he was usually acked to purchase & limited
quantity of the various available fertilizer products 2rn =one proportion per visit.

The dealer must sell fertilizer only to the genuine crowers ond not to larage tea

gardens, sugar millo, government or semi-cgoverrment-operated Tirme, or Le anvone

else for rosale. e must sell at o price fixed vy the qovernnont. He
must maintain @ cash memo book, stock reconrd book and o sales register of
fertilizer sales to his customers. And such books must be open for inspection by

BADC Thana Inspectors. The dealer must maintain normal business hours and  sign

board posting retail fertilizer prices in & noticeable place inside his store.

He must ulso ciscribute leaflets and pamphlets to farmers when tarmers visited

his store. Any violation of such practices or failure to mect farmers' fertilizer

demand constituted reasons for termination of his dealership.

Under the OME, retall dealers received commissiorsin the form of a discount
from the official retail prices to cover transportation, storage, handling and ther
incidental costs and the profit margin. The formula for escablishing & decaler's
gross commission was based on the distance of the dcaler's registered store Trom
the BADC or TCCA thana sales center. Different distance-tier systems were used at
different points in time. & four-tier svstem was used in 1979 while a two-tier
system was used in 1976 aprd 1979, In the two-tier svstem ¢ retail dealer received
a commission rate of Thk.4.00/md if his store was located within € miles from his
designated thana sales center or a commission rate of Tk.6.00/md. if his store
was more than 6 miles away from the thana sales center. This dealer commission
system applied to all areas in the country except for Chittagong Hill 1racts where
greater commission rates were given because of higher transportation costs. The
dealer commission system used in 1978 and 1979 had some probklems for retail
dealers. The system did not account for the dealer's purchase costs for different
products. As a result, a dealer's gross commission as a percentage of the official
retail price varied from product to product. The system yielded very little
profits for retail dealers in the later part of 1979. 1In August 1979 the dealer's
purchase costs for Urea, DAP, MOP, Granular TSP, and Powdered TsP increase’
but the commission rates were not adjusted accordingly, thereby leaving very

little profits for the dealers. 7The tvpical fertilizer retail dealer under the



OMS ran a small ageneral store (the Mudi shop). He sold a varietv of househola
and other couds &iong with fertilizer. He could not live on fertilizer business

N

T

~xclusively, espaala n the off-season. A survey conducted in 21¢7&-74

indicated that wniv about 387 of &ll active dealers was full-time fertilizer

[

dealers while 347 was part-time fertilizer dealers with other commercial interests

«<
and the remeinine JE0 wae the farmers who sold fortilivcer of o gideline.  Tho
annual cales volume ¢f tertilizer retailers overaged around 2U-25 tons. Thas 3mall
volume, Lt al GVeraar Crogs Aorain of arnron Tr.120/t0n, simply would not
generate & vizble income agroect encuch toe o the retail dealers to boecome full-
time fertilizser dealers. In addition to giving commissions for retail dealere,2aDC0
also g wncleselers, o price clgsceount rate of Thooe .Z8/md vo cover thelr
commisslons U [ (3(‘(1](.‘1’32, e 'zE)(".'(:'LjIA(] and dertilicoom SLaraae coste at trieir

thana sales conters and thelr proifits. Purthernore, BADC offered credit to TCCAs
for up te one vear on fertilizer purchases and were responsible for delivering

fertilizer to the TCCA thana sales centers.

Under the OMS, BADC was responsible for moving fertilizer from the supply
sources to the thana sales centers of BADC and TCChs. Typically, fertilizer was
first moved from the supply sources (the domestic plants and ports of importation)
to intermediary godowns directly or through larger transit 7jodowns. The product
R S B B S S S O LR R S B U AP S S PP SV S SN S S S SO AN
an as needed basis. 1In some instances, fertilizer was moved directly :rom supply
sources to the thana sales centers. All thana sales centers had limited storage

capacities.

Under the OMS, the promotion of fertilizer use in Bangladesh was practically
absent. The promotion relied almost entirely on the Directorate of Extension and
Management of DOA. BADC played & very minor role. BADC's promotional work 1f
any, was carried out by the Thana Inspector. The Thana Inspectors were to supply
information on fertilizer use to retail dealers through personal contact o:
literature but reportedly, their promotional work was not effective. Fertilizer
dealers, in genera’, werec not knowledgeable about the prop+«: handling and use of
fertilizer and they were not civen fertilizer recommendati. = developed by

research organisations.



BADC facéd an escalation in fertilizer marketing and distribution costs
under the OMS. From 1973/74 to 1977/78 BADC's total incidental costs rose
240 percent while sales volume increasca 90 percent. ‘The incidental cogts
also rose nearly three times os much as the costs of fertilizer to farmers
(Table 1-1). The escalation in BADC's incidental costs wes larqgely attributed
to the increase in overheod charaeo for the fertilicer schoeme {up 680 percent),
staff pay and allowances (up lul poercent) ~nd dealer commission (up 133 percent).
Overhead charges for the fertilizer scheme at the BADU headguarters were
heavily subsidized. The annual overhead charges were arbitrarily fixed at 2.5
percent of the adjusted annual development plan and were not related to the
actual costs. In fact, Th.dw million was charged to the fertilizer scheme as
the overhead which excecded  the sctual total overnead costs of the entive BADC
operations. F©or the fertilizer scheme, BADC was probably overstoafied when com-=
pared to work reqguirements. During 29753/74 - 1977/78, the nual=r of cmployecs
increased 111 percent and staff costs (pay and allowances) rose 196 percent
(Table 1-2). Movement and handling costs rose sharply in 1974/75 but remained
fairly constant on a cost-per-ton basis thercafter. Movement cost per ton sold
appeared to be higher than cost per ton purchased in years of inventory build—up.
while lower in years of inventory liquidation (Table1-3). For the five-yecar
period, 1973/74 - 1977/78, the average movement cost per ton sold was Tk.5.5
higher than the average cost per ton purchased, cven though the net inventory
charge for the period was 1,000 tons. Aside from these cost increases, BADC's
fertilizer inventory.}osscs were considerably higher than the international
standard. The acceptable inventory losses around the world range from 0.5
percent to 1.0 percent. BaDC's averaae inventory losses for the period
reached 3.1 percent, even though BADC budgeted only 2.0 percent in its annual
development plan. Several parties, including suppliers, vessel owners, carriers,
contractors and BADC employees, were reported to be responsible for such large

inventory losses. Although some inventory losses were recovered, the recovery

was rather negligible.

BADC (EPADC) generated fertilizer sales in the country from 73,000 product
tons in 1962/63 to 719,000 product tons in 1977/78 under the OMS, with most of ‘the
sales coming from Urea. 1In 1977/78, Urca accounted for approximately 606 percent

of BADC's total fertilizer sales tonnage while TSP, MOP, and others accounted
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Table

Incidental Expenses,

1973/74

1977/78.

1975/ 76 |

1377/ 78

5

vear!

total

Total long teoans of

1374/ 75 ]
!
|

b

fertalizer sold 179,868 279,572 457,785 £17,€00 712,053 2,348,895
T Y J\of v of Vot | Vor | Vol
Incigental Expenses fonoant Total Amountl Totall Amcunt! Totall Amcu: t{ roval i _Amount [Total, .»’cr;ur:tl Total
Total movement and '
hanldling expenses . 42.1% 48,199 40.9%{112,751 42.3%i 67,20 :3.3%1 126,063 25 Ai! Glk,u50 37.9%
Toba per torn ol 172.4 248.5 170.2 175.3 1- 17¢.4 Average
Qumissions jaid 16.4% 16,774 14.3%) 54,465 20,2%] €1,124 CZ3.1% 72,728 20.608%) 222,185 20.1\_.’
Taks jer ton »old €7.0 11¢.0 119.2 | 101.1 Yd.n Average
Inventory osses® 21.5% 16,467 14.0%) 26,2064 10,08 32,3892 i1.5% 42,353 12,04 ';‘,L’,J;Q 12,5\
Taha per ton sold - 5B8.9 58.9 5H .90 R 55,0 o2,9  Average
6‘~’ci'll(_'1\d €.1% 11,194 9.5%| 48,186 17 10,5 5 13.9%1 132,535 12.9%
Taka per ton »old 40.0 1585.3 - | 4 ). 7 Average
Staff pay & allowanoes 7,41 12,097 10.2%) 12,35% “ ~ 5“) 5 6.4% CA 30 6.3\
Taka per ton 5.1 22,3 43.3 27.0 I .7 29.5 nverage
Physical ‘'verstication ! i
and rebaaging L1 122 1.3% 5,917 5.3t% 1,577 LGl 5508 3 ',‘41 5,471 1.0y 23,7995 2.11%
Touka per tor s .l L7 i 21.2 3.4 |8 ' 7.6 10.1 Average
Rent ot 3 2 aal 2,019 1.7%] 2,333  1.2%: 4, A 5,772 1.43; 15,9u5 1.4%
Taka jer tun .3 7.2 7.3 ! 2 6,5 | 6.4 Average
Fepair & Ma i3 1.0% 1,73G 1.5} 1,086 C!T‘ 5,1 E 4,692 1.3t 17,336 1.6%
Taks jer 2.8 | : 3.7 | 15.9 6.5 | 7.4 Jwverage
Estallis! 1,04 .02 G 1.3%1 2,203 8% 3,400 1 4,520 1.3%) 12,892 1.1%
3.2 5.3 | 1.2 ! 5.0 : 6.3 5.5 hveraje
- - 73 P 2i2 11 797 RN EENEED 1,084 2%
o - - c.3 .5 i.6 : 1.3 } .8 Average
. 04 1% €3 18 172 13! €93 3% | 724 Jv. 1,118 L2
! c.2 i 0.3 0.4 1.4 ! 1.0 i .7 Average
' ; :
991 1.C2% - = 4,011 L.5% 5,352 2,43 373 2wl 11,907 1.1%
2.6 - - 8.9 | :c.9 0.8 5.1 Average
: 102,493 116,041 268,979 1254,3¢€65 334,727 077,009
ton wold 270.9 i i1 537.7 { 42¢.4 165.5 ! 458.5 Average
_(’_xvcnniilul‘(-:; 1,118 1.0 1,604 LAk 248 18 7,872 3.0% 17,940 5.0 23,786 2,0\
rneldental expenses »‘;04,035 150% 1 117,645 1008 [243,227 100% {252,242 100% | 352,673 1:"[)"_1'._:.'03,795 .
Pt sold [ 273.8 TN 528.1 S11.6 49C.5 (" 375.8 Average _
* liwventury losses are <alcoulated a% o oconstant annual rate in relation tc tonnage sold
anl mnsistant with the total 5 year loss calculated in Takle V.

Hates

Souton ot

infermation

is BADC

Controller of

Acoounts

except inventory lcsses.



Ptable 1-2 Staff Pay and nllowances, 1973/74 - 1977/78

1973/74

Tatal Staff Pay & Allowances 7,697
Nunber of employees. sanctioned

fertilizer scheme 2,440

Neronge cost per oemployec 3,155

Cross sales revenue per emplcoyee 139,510
Tons sold per emplovee 155.7
Staff cost per ton sold 20.3

Staff cost % of gross sales
revenue 2.3

1974/75

1975/76

1976 /177 1977/78

——————— 000

12,096

2,420
4,999
148,400
116

43.3

3.4

Taka -=----

5,107

209,330

189.2

27.0

14,440, 22,775
4,931 5,157
2,929 4,416

144,740 226,350
103.9 139.4
28.0 31.7
2.0 2.0



Table 1-3 Movement and Handling Costs,

10

1973/74 - 1977/78.

Totnal Moverentl and
Handl ing Costs*

Hovement cost per

ton aold

Movement cost per
ton purchasead

inventory chiange
(In Tong)**

1973/74 1974/75  1975/36  1976/77  1977/78
——————————————————— 000 Taka ——==m—-mmmom -
43,718 48,199 113,751 87,220 126,003
115.0 .4 284.5 170.%2 175.3
107.8 146.0 171.3 246G.3 188.3
+11,000 +23,000 +187,000 -158,000 -62,000

*

handling charges.
] ]

Includes port dues,
charges, surveys,

178.4
5 years averaqe

172.4
5 years averaoae

+1, 000
5 years net gain

landing chinrges, bank charges, clearing and forwarding
railway {reight,

waler transport, truck transport and

** The amount of increcase or decreqse of total inventory from begining to

end of each year.
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for 27 percent, G percent, and 1 percent respectively inspite of a significant

increase in fertilizer sales under the OMS.

Little change was made in the system to cope with rising fertilizer
demand. In fact, the system gradually deteriorated and suffered from adminis-
trative and operational weakness, resulting 1n a host of problems. These
problemns include poorly programmed 1mports, improperly coordinated 1iftinyg
cchedules, inefficient and costly movement and handling systems, irnodequate
transpertotion capocity, limived and poorly lociated warchouing facilities, a
poorly organised and aenerally inefficient retail desler notwork, and the overly
burcaucratic control of the limited private dealer role.  The poor organisation
and inefficiency of the retail dealer networl. ctomwmed from burdensome and
restrictive deater appointment policiew, procedure and reqgulations; restrictions
on a dealer's purchase source, sales territory, and selling prices; the dcealer's
difficulties in fertilizer purchases because of frequent product outages or
shortages at the thana sales centers, lack of freedom in product choice, and the
cumbersome purchase procedure; lock of the dealer's technical assistance and
market development capabilities; the dealer's inadequate financial iesources and
profit motivation to maintain a desivable stock level and to promote fertilizer
sales; and the absence of appropriate and workabie dealer and farmer credit
programs for fertilizer purchase. These problems, coupled with inadequate and
erratic product supplies from domestic fertilizer plants, adversely affected
BADC's ability to provide the necessary product supply, sales promotion and dealer

development to meet the nation's food production targets.

Phase 3 - Recognizing the limitations of the OMS, the GOR undertook a
significant project to improve the fertilizer marketing system and policy in the
country through a USAID grant fund. Tals project, referred to as the Fertilizer
Distribution Improvement 1 Project, was designed by USAID and agreed to by the
GOB in 1978. The specific purpose of this project was "to increase fertilizer
use on an eqguitable basis in Bangladesh". And this was to be achieved by
removal of supply constraints, with the principal methods being on the relaxation
of fertilizer marketing-related constraints through the introduction of a new
marketing system (NMS). The project was implemented by BADC with consultancy
services from the International Fertilizer Development Center (IFDC), Muscile
Shoals, Alabama, U.S.A. The tetal financial outlay of the project was estimated

at USS150 million over a period of 4 years. The overall objective of RMS,



as indicated in Figure I-2, was to improve the operating efficiency of fertilizer
marketing through (1) an improvement in BADC's marketing and distribution costs
from supply sources to farmer and (2) an increosed availlability of fertilizers

to all classes of farmers throughout the country.  The principal reforms  under

the HMs included (1) exponded role of private wholesalers and retailers, (ii)

fertilizer price dercaulation, (iii) creation of atiiticnal fertilizer storage
facilities, (iv) strcamlininug tertilizer procurcment through imports, {v)

improving fertilizer distribuation system and (vi) dealer develojanent and training.
The underlying purpese {for these reforms was to reducc marketing conctraints,

lower fertilizexr delivery costs, increased fertilisco: availability in all areas

and to all farmers, and increasc opportunities for greater competition ac all

levels.

Under the NMS, BADC was to withdraw the fertilizer selling and physical
delivery responsibilities from the thana level, confining its sales and storage
operaticn to & much smaller number of the newly created wholesale centers.
However, some remotely located thana sales centers which held little economic
attraction for the privatec sector were to remain open under PBADC charge. The
newly created wholesale centers which was in effect an expansion of BADC's
existing intermediate godowns and the adjacent thana sales centers used under the
OMS plus additionally built godowns were known as the primary distribution points
(PDPs) . fhe thana sales centers where BADC discontinued sales, BADC would maintain
its sales centers as the observation posts only and would not sell fertilizer
unless the market prices rose excessively above-the administeryed prices. At PDPs
3ADC would sell fertilizer to private wholesalers at reduced prices for large
purchases. Private wholesalers could resell fertilizer anywhere at prices upto

.

the administered price to the farmer. BADC would increase the grocs operating
margins of retail and wholescale dealers (from about Tk.135/ton to Tk.230/ton) ,
thereby substantially increasing profitability and encocuraging more aggressive
fertilizer marketing by the private sector. BADC would treat the cooperative as
private dealers and put them on an equal competitive basis with private sector
individuals and businessec. B/ would also permit all private individuals,
companies, farmers, associations, cooperatives, ectc. to buy fertilizer from any
PDP without restriction on the registration process. Instead, customer records

would be maintained through purchase invoices. Private dealers were allowed to
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move fertilizer anywhere except within five miles from the national border.

BADC would develop a system  through which private dealers could obtain suffi-

cient credit from commercial banks and the Krishi Fank. Tf and when private

dealers establish their trade association, BADC would Support such an organisation.
The NME was deemed to succeed only if there werc adeguate fertilizer sup-

plies in the country. The KMS was envisaged to remove fertilises sunply con-

straints through improvements in transportation and storage,

In orde>~ to implement the MS, IFDC first suggested some Structural and
procedural modifications te the existing mirketing  syotem.  BADC's Fertilizer
Division (the MSS Division) then issued jts [irot directive on August 14,1978
to commence the implenentation of the NMY in the Chittagong Division on
Decembar 1, 1978 on o trial basis.  With the success in the Chittaaong Division,
the HME was extended to thie Dhaka and BEhulng Divisions in July 1980 and to the
Kajshahi Division in January 1981, The directive identified the major elements
of the NM3.  This circular detoiled the list of BabO'« intermodiate godowns to be
converted to PDI's and the 1ist of the thuna sales conters for immediate closure.
Most PDPs consist of multiple godowns which in some Casesoare several miles apart.
The directive included the new and sinplified customer registration form and Lhe
anncuncement in the local newspaper regarding the introduction of the NMS. The

announcement stated that:

1. Intermediate godowns will be converted to PDI's;

2. Wholesalers, retailers, and cooperatives will be considered as BADC
PDP customers in the NMS ;

3. The customer's minimum purchase from PDP will be 3 tons which may
consist of any combination of fertilizer products available at pDp:

4. Dealer licensing requirements will be eliminated and replaced by a
simplified customer registration form;

5. The registration requirement will be effective at the Than: sales centers
(which remain open) as well as at PDPs.

6. Any customer may register at any or as many PDPs/TSCs as he wishes;

7. Customers may transport fertilizer to any location of choice except

5 miles from the border;



The minimum quantity that can be sold from a thara sales center (TSC)
to a custoner will be 30 mds (elightly over 1 ton) with & price
discount of Tk.5.00/md except in the Chittagong Hill Tracts District

where a discount of Th.7.00/md. wiil be allowed.

Before aid during the ccourse cf the NMS implementation, several gdvernment
J T ’ g

directives were promulgated te establish or change regulations and procedures

governing the implementatior process. Some of the more important directives

concerning changes were:

Dealer will be required to purchase & minimum ¢ 1 ton from a PDP

in any combination of fertilizer products and 2C .Jds from an active
TSC.

Dealer discourts will be incressed from Tk.230/ton to Tk.280/tcn for
PDP customers and from Tk.5/md. (Tk.13G/ton) to Tk.6/md. (Tk.163.3/
ton) for TSC customers;

The Chittagorg Hill Tracts Districts are to be withdrawn from the NMS
and the minimum purchase guantity will be 10 mds; Dealer commissions
in this district are te be Tk.7/md. within 6 miles from the TSC and
Tk.9/md. if 6 miles away. Furthermore, dewlers in other districts are

not allowed to buy fertilizer from the TSCs in the Chittagong Hill

-Tracts District and the dealers in this district can not sell fertilizer

in other districts.

A new BADC criterion for the closure Qf the thana sales centerc allows
the thana sales centers to remain open until their sales volume

declines to less than 50 percent of its annual sales tonnage under the
OMS (Reportedly, this directive was issued in order to assure fertilizex

availability to the farmer).

Other directives issued to improve the NMS, BADC's plans

for other system improvements, as expressed by the Ministry of Finance to USAID,

included (a) the establishment of a staffing pattern and organizational structure

vo complement the NMs; (b) development and implemencation of a dealer develop-

ment and training program; and (c¢) establishment of a dealer classification system

to assist in the eguitable allocation of fertiliters in time of fertilizer

shortage.
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Since the NMS wvas introduced, IFDC made three svstem evaluations under
the FDI I project. Based on BAD('s estimated reguirements, 14 additional PDPs
were established, of which 3 PDPs were subseguently closed. The implementation
of the HME wzs by no means an easy task, cspecially the closure of EADC thana
sales centers 1o The imiticl plan culled for closing 234 15Cs and retaining
82 TSCe. This plen wae made in ordey to reduce the number of TSCs in 4 phased
menney 80 tnat BARC could bealn te cut its dincidental costs and cive more sales
erpensibilities ©ooprivate declers.  However | tric plan was oftern changed and
twisted Tov varicus but not always valid reasons. It reguired over 6 yvears to
finally close down @ll the YSCs whicl were scheduled for clesurce. In the first
vear oI Lhe NME dntroducticon, only 11 78Cs, all in the Chittacong Division, were

In “act, some T3C0Cs &)

y

sed in the Chittagong Mivision in the first year
werc reopened.  On repeated pressure from USATD, all the TSCs were finally closed
effectivery on July 1, 1985 (Memo No.BADC/MSS/Sales/17-G-80/3714(26) dated
28.5.85. Tailure to close the scheduled TSCs affected the anticipated reduction
in BADC's fertilizer marketing and distribution costs. The opening of PDPs under
the NMS shifted the dealers' fertilizer purchuases away from TSCs. 1In the calender
vear 1980 about 72 percent of BADC's fertilizer sales to dealers came from PDPs,
although PDPs accounte? for less than one third of BADO's totael sales outlets
(Table 1-4). In the second half of 1980 when the nMs bhecame fully operative,

sales to the dsalers from PDPs represented 78 percent of BADC's total sales volume
nation-wide. For the Chittagong Division alone, sales to the dealers from PDPs
rose from 8l percent of the total dealer sales in the first vear of the NMS to

98 percent in the second year. Inspite of such shiit, BADC continued to be
reluctant in closing the TSC cperetions thereby incurring unwarranted costs.

The significant increase in deale. sales from PDPs indicated that the NMS was

fostering considerakle inter-thana movement of fertilizer.

The NMS impacted the fertilizer marketing in Banzladesh in many ways.
The joint evaluation by the GOB and USAID in November 1982 as well as the third
evaluation of the NMS by IFDC in March 1982 conducted under the NMS, Bangladesh's
private sector has successiully demonstrated their marketing potential of
fertilizer at the retail level and that private dealers have established a
reiiable marketing network that can be utilized by the large-scale wholesalers.
USAID also viewed that the most important contribution of FDI I in the

Bangladesh fertilizer sector development has been the introduction of the NMS,
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Table I-4 Comparison of Sales to Dealers From PDPs & TSCs, 1980

Division
DHAKA
PDP
TSC
CHITTAGONG
PDP
TSC
KHULNA
PDP
TSC
a
RAJSHAHI
PDP
T3C

Natiocnal Total

PDP
TSC

Total:

Total

Total

Total

Total

Sales Volume

(000" Tons)

161.5
72.

ro

ro!
W
w
~J

217.5
30.5
248.0

78.6

53.9
132.5

93.4

_54.5
147.9

551.0
211.1
762.1

3 of
Division Total

w o
[&2ENe]
(oI

87.7
12.3

100.0

59.3

63.2

36.8
100.0

72.3
27.7

100.0

a. NMS figures for July-December 1980 only.
OME in operation prior to that period.

Source: Third Evaluation of Bangladesh New Marketing System, IFDC.
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with the development of an expanded, proficient and competitive private dealer
network zs the cornerstone. The NMS has improved fertalizer access by all
categories of farmers on an ecquitarle basis. IFIC's equity study of four crop
seasons indicated that the proportion of smil] farmers (less than 2.5 acres)
using fertilizer was appreximitely the same as that of the larger farmers and

that small farmers used slightly more fertilirer per acre and obtained higher
output per unit of fertilizer than larae farmers. On BADC's own initiative and
using its own fund, BADC hired a local consulting firm in 1983/84 to evaluate the
impact of the NMS. The firm's final report indicated that by and large the NMS
seems to have cnsured relatively lower prices of fertilizer for the farmers, and
that the farmers in remote arezs are not worse off hecause of the NMS. The report
also indicated that the effects of price deregulation in the Chittagong Division
has been more or less similar to that in the Rajshahi Division. The NMS has had

an impact on dealer registration and development of a dealer network. At the
beginning of the NMS the liberalized dealer registration procedure caused dealer
registration more upward to 48,500 of which about 22,000 registrants were found to
be active on a full-time basis and another 5,000 te 6,000 registrants were active
shopless, part-time "Hat type" sub-dealers. The number of full-time dealers was
subsequently down to around 8,000 to 10,000 as a sub-dealer network for each dealer
developed. In substance, an increasing number of retail dealers have become local
wholesale dealers and the sub-dealers are now lifting fertilizer from these
wholesale dealers with a credit line established. Until 1983/84, about 20 percent
of the active dealers sold 60 percent of their product to sub-dealers. About

60 percent of the active dealers are now selling their fertilizers to sub-dealers.
Each dealer now sells fertilizer to an average of 12 sub-dealers and buys

from two sources. Under the NMS, the dealers have also made lerger lifting

per purchase than they were under the OMS. A study indicated that the lifting

per purchase has averaged around 87 maunds under the NMS while it was less

than 60 maunds under the OMS. About two-thirds of the active dealers have

reported significant sales increase in the first two years of their operation

under the NMS. An independent survey indicated that without exception, the

dealers preferred the NMS to the OMS. The NMS has also made a positive impact

on fertilizer pricing. It has helped in reducing the governments fertilizer

price subsidies without adverse fertilizer use in the country. 1In April, 1982

GOB deregulated fertilizer retail prices in the Chittagong Division and



extended ' price dacontrol to the remaining three divisions one vear Jater.

This deregulation represented a major and bold policy change in fertiljzer
marketing but it proved to be effective and has paved the way for further
privatization of fertilizer trade in Fangladesh. Fertilizer use in the country
has increased significantly under the NM3, inspite of price derzaulation and
increases in price of fwertilizers. Scles of fertilizer increased Trom 754,000

tons in 1978/79 to 1.2C willicn tons in 1983/85 before falling modestly to

aaFaR N

i . e 4 -y a1 <
. Cales of urea and ot

1.16 millicn tons in gaincd (L poercent each

while sales of MD+ rose by b porcent.  The IMS had a negative imoact on ferti-
lizer sales by the TCUA thuina soles centers (UC2hs), which cunjoyed special

privileves fr w pADC under the (M50 These privileges were ne longer there under
the RMS.  Urder the NNE, UGoCaz 1. longer cnioy the exciusivity of sales territory,
free transportation of rertilizer {rom BADC's  godowns, or roceive wholesaler
commission from BADC. lHowover, BRADC continues Lo provide credit to the UCChs

through bank guarantecs. 7The UCChs find it difiicult to compete with private

dealers because of high overhead and orerating costs and the bureaucratic decision-

making procecs.

BADC have made several other changes in their fertilizer business

operations under the NMS. During 1984/8%5, BADC introduced & quantity discount

program at PDPs. Fertilizer dealers were otffered a cuantity discount of
Tk.30/ton when they 1lift between 15 and 25 tons or Th.d40/ton when they 1ift

25 tons or more. Approximately 2,000 dealers took advantage of thig program
and made a number of changes in their marketing sctategy.‘ They_deve]oped their
sub-dealer network and shared the discount vith sub-dezalers. 5Small scale
dealers were augmented by large and medium  sized wholesalers. As the program
began flourishing, BADC discontinued the program on the plea of fertilizer short
supply. The discontinuation of guantity discount program caused a serious
setback for the relativelyv large wholesalers who started to institutionalize
fertiiizer trade.. They retrecated from fertilizer trade because of the loss of
sub-dealers (customers) and 2 significant amount of past-due credit causing

financial losses. Bascd on IFDC's advice, BADC also launched an In-Kind Credit

Program, a program to sell fertilizer to dealers on credit, in 1983/84. The
program was designed ‘to alleviate the capital constraint of fertilizer dealers.

Under this program, any dealer could buy Tk. 1 lakh worth of fertilizer


http:frtit-i-'.rs

against bank guarantee. This program also allows for a 60 day revolving credit
free ¢f interest. In case of UCCAs, the credit limit was for

100 tone.  The program created a3 lot of enthusiasm among the dealers and

furctioned well, with an excellen

=

(

Toeeavery rataco, litwever, dust as the program

gulned momenturm, BEADC susponded It ofter 14 monthe on the plice of fertilizer
short supply. 1o order.to instituticonalize fertilizer traqe, IFDC edvised

BALS to open discount sales from about 8 SUratead o tlaneit points and domestic

faztories in late 1985, These count soeles pointe were r1eferred te ae {he

Transportation Discount Points (Thie) . Under “his marketing concept, the whole-

sclers who would purchese 40 teons or mure would 1o of fered attract ive drecount
prices from TOPs. This offer attracied a large nurber of dealers, making a
Flgniticont numiaey of FOPs (15200 yedundant. 1 foot oo i oot thicoir sales

by 50 percent. & swudy indicated that the Thp concept clecr !y would reduce

BADC's marketing and distribution ~osts while increasing the acceseibilivye of
fertilizer. HNeverthueless, EADC suspended the diccount sales from Thi's. Under
the NMS, BADC introduccd varicus Soles Drives with some proposed incentives to the
dealers and BADC marketing personnel in 1985/86. These sales campaligns were
successful. But unfortunately, promised incentives or awards were not given to
the successful dealers. This gave rise to d.strust among the dealers and the
program was discontinued. The organizational structure of BADC's Fertilizer
Pivision changed very.little under the HHS (Figure 1-3) .This division, headquarter-
ed in Dhaka, is officially called the Movement, Storace oad Scles Division (MSE
Division). The division is headed by the General Manager of Supply who in turn,
.repogts to the Membar Director of Supply. The Member Dircector of Supply is a
member of the BADC Board of Directors and is also responsible for the BADC
Purchase Division. Based in Dhaka, the General Manager of Supply, assisted by
the Managers of Movement, Storage and Sales, is responsible for procurement,
distribution,and sales of fertilirer throughout the country. Officers and staff
are maintained at the factories and ports to coordinate and expedite movements
to and from these supply sources. Fertilizer distribution and salcs activities
are organized and executed on divisional, regional and PHP levels. There were
also a number of staff situated at TDPs. For fertilizer promotion and dealer
development ,BADC created a new organizational unit in its Fertilizer Division,
called the Dealer Dcvelopment and Training Program Unit.This unit was created in

order to stress the importance of cdealer development and training in further
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strengthening of the fertilizer marketing system in sangladesh. The NMS hos had
several major achivvements. 1t has prevented further increases n marketing and
distribution costs inspite of upiraling inflation. This was azcomplished

Ly reduction inoport/trancit codowns ond consclidation of sales outlets. Tt

nas increased involvement of private deslers in fertilizer market developnment .
It has deregulatesd tertiliver retail prices withoul increace in formeres’ prices.

It has increased the nation's sales volume despite increascd procurement costs.

pos]

Tt has increased fertilizer storaoe copocilices by building new warchounee .
However, severvral cfnortceomings ol the NMO remedn. These shortcoecom-
ings relate to the operacvional cepects ol BEADC and FADC'S dealor
policy. Dealurs have reported that Y-k of L2500 product availanilivy, parti-
cularly in the poch derand Seasons, continuce Lo nold down their sales; their

lost sales in o peol season may averaac about & to 10 pereent on a national

basis. BADC cannot move its stock as per requircment and thus couse spot shortages
throughout the country. This is in large part due to the inefficienc,; of the
carrying contractors and lack of appropriate and timely actions by BADC's Movement
Section. Dealers have also complained about the excessive interfercence by BADC's
PDP staff and the inordinate time required to 1ift fertilizer purchases. Further-
more, they have complained that the dealers are not permitted to 1ift products

of their cheice. TInstead, they have to accede to BADC's choice of o product

mix. An 1FDC survey.has also indicated that the dealers lack adequate working
capital to finance stock and contrel storage facilities. The dealer's working
capital requirements have significantly increased with the increases in fertili-

zer price.

Phase 4 - In order to overcome the shortcomings of the NMS and to expand
private sector investment in fertilizer marketing and distribution, GOB agreed
and signed another policy reform project with USATD on August 30, 1984. This
USAID funded project, the Fertilizer Distribution Improvement 11 Froject

(FDI II) was to be implemented througl, BADC with technical- assistance from IFDC.

In order to attain the objectives of I'DiI 11, a conceptual framework for
marketing system and policy changes has been formulated. The salient features of

this framework are as follows:

1. Develop large-scale wholesulers/distributors operating on

a national scale. (assure a compatitive free market system) .
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Support the organization and facilitatce the.-operation of the large-
scale wholesalers/distributoers.

Encourage public and private scotor wholesalers/distributors to
compete any where through vavious sales channels,

Reduce Covermment sales outlets. .
Establish TRPs ot fectories and o few transit peints in order to

save fervilizer transportation and handling costs for the government.
Improve distribution infrastructure st and from factores and ports.
remove capital constraints of wholesalers and retailers on fertilizer
purchases and naintenance of inventorics.

Set uniform ex-foctory prices of urea {or 11 factories to determine
relative compotitiveness with international prices for the farmer's
benefits.

Study the feasibility of direct imports by the companies participat-
ing ir the competitive free market system.

Enhance dealiers' knowledge amd 5kills on fertilizer use and marketing.

To implement such & conceptual framework, « number of changes would be

required of BADC. These changes, for example, are :

a)

e)

BADC should begin to sell fertilizer from the facteries, ports, and
tfansit depots at discounted prices.

Fertilizer buvers should be permitted to 1ift fertilizer from all

types of LADC's sales outlers (PDPs, Transit Depots,' Factories/Ports)
and should be allowed to sell their product anywhere in the counfry

at any price.

The fertilizer 1ifting pricé at factories and ports should be
discounted below BADC's ex-PDF price in order to reflect savings in
their cost of operation, as showu in Table I1-5.

Minimum liftina quantity from TDPs by the wholesalers should be large
enough to encourage the development of large-sized wholesalers through-
out the country but small enough to assure participation 1in

order to maintain the fertilizer marketing system competitiveness with
an adequate number of private wholesalers.

Some existing PDPs may :«: designated as TDPs.



Table I-5

Cost Calculation for 1DP Discount

Location of TDP

1.

6.

Azhuganj

Ghorasal/Polash

Fenchuganj

TSP Complex

Narayanganj/
Khanpur/Aliganj

Shiromoni

Transport Average
Estimated Service Area Cost Cost
Bhairab Tk. 54.00
B. Baria 77.00 Tk. 75.00
Narsingdi 88.00 (N-D) .
Kuliarchar 56.00
Daudrandi 98.00
1. DNarsingdi 98.00
2. Nrrayanganj/Khanpur 88.00 T4.115.00
3. Aliganj 98.00 (=)
4., Mirkadim 947.00
5. Daudkandi 104.00
6. Joydebpur 205.54
1. sylhet 235.00
2. Ajmiriganj 275.00
3. Saistaganj 256.00
4, Kulaura 246.00 252.00
5. Sreemongal 246.00 (-)
1. Chittagony 74.00
2. Dohazari 147.00 186.00
3. Cox's Bazar 242 .00 (130.00)
4. Feni 216.00
5. Chaumuhani 251.00
1. Joydebpur 128.00 133.00
2. Manikganj 175.00 (B-130.00
3. Tangail 158.00 G-120.00)
4. Madhupur 197.00 1. Average cost has
5. Mymensingh 154.00 been worked out
6. Mirkadim 26.00 based on Ghorasal-
7. Daudkandi 33.00 N.ganj movement
cost. In coge oF
ZFCL movemant, the
cost will increase.
2. For movement to
Ashuganj cost from
Ghorasal is Tk.27
higher and from
ZFCL Tk.37.00.
Satkhira 156.00
Jessore 117.00
Kaliganj 134.00 151.00
Magura 162.00 (B-130.00,G-115.00)
Narail 134.00
Chuadanga 167.00
Kushtia 190.00

L R N R S R
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1/ Cost of transport after deducting the cost from mgvement upto N.ganj/Khulna.
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Table I-5 {(continued)
Estimated Transport
Location of TDP Service Area __Cost 1/
7. Baghabari/ 1. Shahjadpur Tk. 74.00
Nagarbari 2, Ullapara 126.00
3. Sirajganj 177.00
4. Pabna 128.00
5. DNatore 214.00
6. Muladuli 150.00
7. Rajshahi 252.00
8. Parbatipur 1. Saidpur Tk. 14.00
: 2. Dinajpur 88.00
3. Rangpur 44 .00
4. Shibganj 106.00
5. Panchagarh 123.00

Average
Cost

Tk.160.00
(B~130.00)

Tk. 75.00

(Tk.50.00)

1/ Cost of transport after deducting the cost from movement upto Baghabari/Nagarbari.


http:Tk.50.00
http:B-130.00
http:Tk.160.00

f) The credit limit to the wholesalers (for the BADC's In-kind
Credit Program) should be raised te Tk.7 to 10 lakhs to
accommodate the need of the larger wholesalers and to generate BADC's
net income and cash flow.

g) BADC's organisational structure shouald ke adjusted to facilitate the
administration and recovery of its expanded credit loans,conétant
monitoring of TDP activities, and BADC's customer service at TDPs.

h) BADC neéds to strengthen its market development activities by

strengthening decler development and training.

For the minimum lifting gquantity by the whelesalers from ThPs, periodic
adjustments will undoubtedly e needed. Previous experience indicates that more
than half of the wholesalers whoe lifted from the Tbrs lifted i excess of the
then 40 tons minimum which would suggest that the minimum lifting could be
raised somewhat without an advevrse ef{fa2ct on the number of
wvholesalers buying from ThrFs. Minimum !ifting should probably tie into some
number of truck loads though it is recognized that a large quantity will be
moved by water and some will be moved by rail. A minimum 1ifting quantity of
140 tons or 20 truck loads could ke considered. At present, a truck load is

usually about 7 tons.

Currently, there are 75 PDPs in the country, five or six of which may be
designated as TDPs. The selection of these transit depots is underway and will
be based on current storage capacity, BADC's restoc.ing costs, and the accessi-
bility to the major transportation systems which the wholesalers and BADC are
likely tc use. For BADC, TDPs will mean, over a period of time, retrenchment to
a more manageable network of sales outlets. TDPs will offer an opportunity for
national distributors as well as the medium-scale wholesalers. Since BADC will
assure the costs of supplying TDPs, the 1ifting price at TDPs will be determined
by reducing the factory/port discount by BADC's average cost of servicing TDI's.
It is anticipated that within a reasonable period of time, strong coﬁpetition
among the wholesalers will force the fertilizer price to a level which is not
only fair to the consumer (the farmer) but also will be in line with the true
cost of distribution. It is also envisioned that as nearby markets around TDPs
are saturated, competition among the wholesalers will encourage them to sell

their fertilizers in ever expanding distant markets.



|41
~J

The opening of TDPs on a permanent basis and the increased credit
activities have organizational implications for BADC. BADC's total credit loan
could rapidly increase to US$12-15 million. 1n order to assure the effective
administration and recoverv of this sianificant sum, PADC should consider
establishing & small specialised credit group. BADC also should consider
operating THPs on a double-shift basis and providing necessary staff for the
expanded working hours. The pasl expericence indicated that the normal working
hours at TDPs have not been sufficient to tale care of Incoming buvers of
fertilizer. BADC should also consider adding o THP group in its fertilizer
aivision. TDhPs will require constant monitoring. This constant monitoring will
need to be independent of the current field munugement organization of pADC in
order to aosure that o conflict of iInterest between THP and PDP management does
not occur.  The sugyested craanizational adijustments for BALC's fertilizer
division as well as the staffing pattern for TDPs are prescented in Figure 1--4.
Furthermore, the suggested job descrintions for TDP management and staff are

given in Appendix i-A.

In order to promote the adeguate and efficient use of fertilizer by the
farmers, BADC needs to strengthen its market development activities. It nceds
to develop and motivate its dealers so that they can promote sales of their
fertilizers to the farmers more effectively. BADC also needs to establish
programs éo support the activities of other national rescarch and extension

organizations charged with responsibilitics for farmey assictance.

The measures stated above are by no means exhaustive. Other measures
must be identified and taken to implement the conceptual framework for making
the Bangladesh fertilizer marketing:system more competitive. It is believed
that the competitive marketing system i3 in the best interest cf individual
farmers and for the society at large. Under a competitive system BADC will remain
as a major distributor and marketer of fertilizer in the country. BADC is equip-
ped with sufficient infrastructure to conduct its business on an equal footing
with other distributors/marketers. BADC can also emerge as a strong advisory
institution on fertilizer know-how, quality contrnl, soil testing, demonstrations,
training, regulations, and other functions. BADC, in collaboration with
other organizations can further remove marketing constraints of fertilizer -in the

country through system and policy changes.
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APPENDIX T-n

JO3 DESCRIPTION FOR TDP MANAGEMENT AND STAFF

) Mianager (TDP)

Duties

1. To remain responsible for distribution of fertilizer in the TDE.

2. To ensure availability of fertilizer on a timely basis at TDP.

3. To submit indent of fertilizer in time.

4. To diroct and supervise the activities and responsibilities of
the Assistant Manager (TDP).

5. To ensure deposition of sale proceeds in time and collection;
transfer of the amount to central accounts.

6. Ensure up-to-date maintenance of pass books, cash books and relevant
accounts registers and submission cf bank reconciliation statement.

7. Conduct market survey, adopt sales promotional activities.

8. Go for routine and sporadic inspectiorn of TDP godowns.

9. To studv and review market data and preparation of action plan.

10. To organize dealer meeting periodically or improvement of TDP system.

11. Development of manpower in the TDP for better work.

1Z. 1Increase sale to achieve FDI-11 purpose.

13. To carefully review all reports from AMs, store-keepers, credit
assistant to assure accuracy and to counsel,assist and direct
them as needed.

14. To maintain liaison with cfficials of other departments.

15. To ensure that policies, programmes and instruction of head-

quarters are followed.

16. To arrange construction/repairs of godowns where necessary and

to assure preventive maintenance of same.
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Responsibilities

1.

Responsible for implemen:ation, monitoring, supervision of the
overall activities defined by MSS Division of BADC in an effective
ané timely manner.

He 1is responsible, assure a gocd BADC image within his TDP.

To ensure timely distribution of fertilizer in his TDP.

He is responsible for supervision of all those assigned under him.

Authorities

1.

Full authority for implementation and supervision of market plan
of the TDP both financial and administrative. |

Full authority in respect of office and personnel management of
the assigned TDP.

T indent stock and supplies for the TDP.

To prepare yearly sales program.

2) Assistant Manager (TIDP)

ties

10.

Maintain contact with sales and supply personnel to ensure that
adequate stocks are indented to meet sales requirements.

To ensure deposit of sale proceeds to barnk in time and
collection and transfer of proceeds to headquarter.

Planaing personnel requirements to properly handle the
anticipated work load.

To visit dealers' shop periodically and monitor market situation.
Supervising all godown operation and personnels ensuring a his
standard of performance.

Follow up with headquarters' movement programmes and ensure
timely supply. 7

Maintaining the prescribed stock and accounts records to account
for stock, sales proceeds, equipments and send them to Manager

in time.

Processing customer orders quickly and efficiently.

Timely completion of reports and response to communications.

Ensure timely submission of reports to Manager TDP.

Maintaining equipment and facilities in good condition.
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11. Ensure that the godown is properly supervised in his absence.

12. Any other duties that may be assigned by his supervasor.

13, To prepare fertilizer sales promotional schedules and to give

proper training to dealer for sales increase.

Responsibilities

1.

The Asstt. Manager and the store-keepers shall be jointly and
individually respansible for all operations in and out of the

godown and the stock/inventory therein.

The operation/transactions to and from the godown will
continue regularly even in the absence of Asstt. Manager or

any of the senior store-keepers according to pre-arrangement.

Registers/log books should be maintained on the gates to record
no. of bags/packages caming in or going out of the godown on the
basis of the invoice/lorry chalan/cash memo. etc. The security/
darwan at the gate shall have the right to challenge the quantity

to count/verify the no. of bags/packages and to unload/reload

the stocks in case of any doubt or discrepancy. On each morning

the gate registers should be verified with the godown register/

. books/invoice.

Neither the Asstt. Manager nor store-keepers should take the keys

to their houses. After days work the keys should be kept in the
iron safe of the office and the keys of iron safe will be kept

by the Asstt. Manager(TDf.)

The Asstt. Manager along with the store-keeprs shall verify the
stocks in the godown by counting bags as frequently as possible
but not less than ance in each fortnight and should record the

result f the verification in the stock book.
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3) Store-Keeper
Duties
' 1. Supervise the work of tally clerks, darwans and cantractor laborers.
2. Insure that all receiving, storing, stacking, weighing and tallying
is done in the prescribed manner. '
3. Ensure that.delivery orders are promptly and accurately completed.
4, To assign receipt/delivery to/from stocks and assure stock cards
are properly maintained.
5. Maintaining good house keeping of facilities.
6. Promptly rebagging damaged bags and accounting for bags used.
7. To regularly physicaily verify stocks according to stack cards,
8. To maintain security and assure that unauthorised persons are not
allowed in the godowns.
9., To ~ct as Asstt. Manager and as directed by the Asstt. Manager.
10. Any other duties that may be assigned by Asstt. Manager.

Responsibilities

Responsible to Asstt. Manager for all operations under his supervision
and to report any malpractions, irregularities or substandard

performance.
Authorities

To verify the physical quantity of all receipts and despatches and

recording any discrepancies.

4) Credit As3istant

Duties

1. Maintain the prescribed records and preparc the daily statements
of sales on credit.

2, Maintains records of credit disbursement by customer.

3. Prepare the weekly, fortnightly and monthly reports on credit sales,
total credit disbursed, credit realised, credit outstanding etc. on .
regular basis and sul. ..: it to Asstt. Manager TDP in time,

4. Any other works relating to credit activity that may assigned by his

superiors.
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Responsible for maintaining all records relating to credit activity
accurately and in prescribed manner and for reporting any irre-
‘gularities to his supervisor.

Authoritz

None. .

5) Tally Clerh

Ensure that all recaiving, storing, stacking, weighing, tallying are
done in the prescribed manner.

Prepares and signs the tally reports for the store-keepers verification.
Maintains the stock ciuds.

Any other duties that may be assigned by the store-keeper or godowns

supervisor,

Responsibilities

Responsible to the store-keeper for all operations assigned.

Authorities

None.

6) -0Office Clerk/Typist

1.-

.

2.
3.
4.

Maintains the prescribed records and prepares the weekly sales statement,
‘weekly collection statement, and banking summary, weekly delivery state-
ment, weekly Juantity receipt statement, weekly caonsolidated statement
of stock received from external sources, consolidated statement of
stock, delivery orders, chalans, cash memos, cgedit memos, etc. in the

prescribed manner.

Maintains all office files in the prescribed manner.

Maintains employee records.

Any other clerical or operational duties that may be assigned by his
supervisor.

Do all typing works.
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Responsibilities

Responsibilities for maintaining all stoeck and records accurately
"and 1in the prescribed manir and for reporting any irregularities

to the godown supervisor.
Authorities

None.

.7, "LCarwan/Pecn

1. Security watch for the safeguard of product, equipment and facilities

during his assigned work shift.

2. During operaticnal hours supervised the stackist of the labourers to

assure that stacks are built and broken in the prescribed manner.

3. . Supervises assigning to assure proper bag weighment and supervises

rebagging and stitching.
4. Assures that unauthorized persons are not allowed in the godown .,

5. Maintains house keeping of godown amd outside area.

Responsibilities

Responsible for strict security of the stock and facilities and to
notify his supervisors or the authorities in the event are irregu-

larities are observed or have accured.

Authorities

None.
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CHAPTER-1I

SUPPLY AND DISTRIBUTION

As previously menticned, prior to 1962/63, all fertilizers used in
Bangladesh were imported. From 1952/53-1956-57, ammonium sulphate (AS) was the
only major fertilizer imported. Other major fertilizers, such as, Urea; TSP, and
Potash (MP), have been imported since 1957/5%. Imports of Urea and TSP as
percentage of the country's total supply have declined as domestic production
capabilities increased. This is especially true for urea. Currently, the

demand for urea in the country is met from domestic production. However, current

3 ~ St 1 Yy eyd et 3 ey v . [T o L, : Lo ; 3

aomestlc procauction may rnet e sufficient to meet future increased demand. About
2L percent of TSP demand in the country comes from demestic production while all
Fotash reguivemente arc imported. Currently, there are four urea Plants and vne
r S . ege s H > - B e 3 3

TSP plant operating in Bangladesh. Name, location, and production capacity of

these plants are as {ollows:

Name of Plant ' Location Product Annual Capacity
(Lakh MT)
1. Urea Fertilizer Factory(UFF) Ghorasal Urea 3.26
2. Polash Fertilizer Factory (PFF) Ghorasal Urea 0.95
3. Natural Gas Fertilizer
Factory (NGFF) Fenchuganj Urea 1.06
4. TSP Complex Chittagong TSP 1.37
5. Zia Fertilizer Company Ltd Ashuganj Urea 5.28

Total Capacity: b 11.92

These plants are operated by a government-owned corporation, the Bangladesh

Chemical Industries Corporation (BCIC).

The Natural Gas Fertilizer Factory in Fenchuganj is the oldest Urea Plant
which commenced production in 1962/63. A large/scale urea plant is currently
being built in Chittagony and is 80 percent complete. A feasibility study is
also being conducted to build another large-scale urea plant in Jamalpur or &4
proposed Jamuna bridge. The country is exvected to be more than self-sufficient
when the Chittagong Urea Plant comes on stream. In fact, the country could have
limited urea exports. From 1963/64.to the und of 1986, approximately 6.1 million

MT of urea, 750,000 MT of TSP, and 7,250 MT of Gypsum were produced in Bangladesh.
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BADC has been responsible for procuring the country's needed fertilizers
from domestic and imported sources. Its procurement from domestic sources by
product by year is presented in Table I11-1 and the procurement through imports
is shown in Table I1-IZ. From 1952/53 to 1962/63, GOF imported about 1.3 million
MT of fertilizers, of which AS accounted for nearly 80 percent of the tdtal
imports. From 19¢3/¢4 ﬁo T9e5/80C. LADC imported nearly ¢.5% million MT of
fertilizers with TSP and ure: tagether accounting for o little over 80% of the
total imports. Tmported fertilizers have been mostly financed through agrants,
aid, ioans, barters from various donor countries or agencies. Occasionally,
fertilizer is imported through cash foreign exchiange. The major donor countries
or agencies include USA, (USAID), The Netherlands, Denmark, Norway (NORAD), IDA,

ADB, UK, and Japan.

Tc develop the annual procurement plan for a given fertilirer product,
BADC first preperes the annual sales target for the product with approval of the
Ministry of Agriculture, EADC then determines the total procurement reguirement
based on the sales target and the buffer stock requirement, and estimated stocks
currently held by BADC. After the total procurement reguirement is determined,
BADC then determines how much to buy from the domestic source(s) and through
imports. The buffer stouck reguirement is based on 3-month sales for urea and

5-month siles for other products.

Currently BADC maintains 75 PDPs in 20 marketing regions. Except ﬁor the
districts of Chittagong 1iill Tracts and Bandarban, all fertilizers are so]é
through PDPs. BADC maintains thana sales centers in these districts. Fertilizer
is moved from supply source (factories and ports) to PDPs and four transit
locations (Narayangan), Nagarbari, Bagabari, and P'arbatipur) by one or more of
the three surface transportation modes(rail, barge, and truck). The movement of
fertilizer from supply sources and transit locations by mode of transportation
during 1985/86 was as follows: Ekcept for the NFGG at Fenchuganj, the rest of
" the supply sources (factories and ports) have access to all three transportation’
modes. The NGFF has only access to rail except for going to Azmariganj PDP by

water and to Maizgaon by road in the Sylhet Region.



Table-II-~1

Year-wise and Product-wise Procurement of Fertilizer
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from Local Sources

(In product metric ton)

URLA

TSF .COMPLLEX

NGE ™

UFFL ZICT, POLLSH TOTAL TSP GYPSUM
1963-64 54125 - - - 54125 - -
1964-65 69185 - - - €185 - -
1965066 100280 - - - 100280 - -
18%ub-067 Bu57E - - - 82575 - -
1467 =08 124130 - - - 124130 - -
100809 62513 - - - 82513 - -
1469-70 98252 - - - 98152 - -
1970-71 43972 43900 - - 87872 - -
1971-72 56854 - - - 56854 - -
197.:-73 36458 153203 - - 189661 - -
1$73-74 210479 210479 - - 420958 - -
1974-75 598832 23831 - - 836F3 24384 -
1975-76 47466 237532 - - 284998 39812 -
1976-77 71328 202898 - - 274226 43809 -
1977-78 75842 153983 - - 229825 38360 -
197€-79 50116 228724 - - 278840 60183 -
1979-E0 84013 225263 - - 309276 58881 -
ifr0-81 111565 246242 - - 357807 74233 -
1981-82 114059 243535 61916 - 419510 59235 -
1982-83 86051 222281 118146 - 426478 66522 1473
1983-84 65997 195342 378973 - 640312 74458 1146
1984-85 108775 209111 387980 - 705866 59812 1835
1985-86 80220 258318 418066 22982 779586 91283 2800
1-7-86 to '
31-12-86 32789 179945 209302 48397 470433 60811 -
Total 1946876 30134587 1574383 71379 6627225 51783 7254



Table~I1-2 Year-wise & Product-wise Import of Fertilizer

(Figures are in Metric Ton)

_ SP  OTHERS

YEAR UREA TSP MP -~ DAP AS PS ZINC AP AN TOTAL
1952-53 - - - - 11925 - - 500 50C - - 12925
1953-54 - - - - 138865 - - 500 500 - - 139365
1954-55 - - - - 19750 - - - - - - 19750
1955-56 20 93 150 - 48819 10 - 500 - 250 22 49864
195657 - - 250 - 131704 - - - - 250 - 132204
1957-58 11000 4591 350 - 116814 - - - - 250 - 133005
1958-59 700 - 200 - 86908 - - - - - - 92808
1959--60 20000 10948 170 - 51550 - - - - - - 82668
1960-¢ 1 55052 27400 15050 - 187405 - - - 5000 - - 289907
19¢1-¢2 71772 20000 10417 - 142561 - - - 4925 - - 249675
196203 13000 - - - 133088 - - - - - - 146088
Tota ] 17¢5:44 63030 26587 - 1069389 10 - 1500 10425 750 22 1348259
196 3-04 - - - - 7100 36 - - - 12 - 7148
19¢-1-65 - 20384 - - 7214 40 - - - - - 27638

$55-00 5867 49448 7315 - 7098 - - - - - - §9728
196E-67 60350 46972 12018 - 15600 - - - - - - 134940
1967 -t £3700 53126 10160 - - - - - - - - 131586
19850 39839 84986 24430 - 13605 - - - - - - 212860
1969-70 11544 15244 55015 - 13608 - - - - - - 200311
1976~71 106765 150953 1769 - - - - < ~ - ~ 259487

G71-7 108829 2732 - - - - - - - - - 111551
1972-73 12558 116116 - - - - - - - - - 130674
1973-74 - 97083 41223 - - - - - - - 10850 149156
1974-75 142279 48180 7000 - - - - - - 5000 30506 232959
1975-76 72310 222724 78380 - - 2000 - - - - - 374414
1576-77 11000 20780 9188 - - - - - - - - 40968
197775 2605244 114593 17180 - - - - - - - - 392117
1978-75 348200 103300 76800 83718 - - - - - - 11436 623454
1979-50 266868 173182 60028 42234 - - - - - - 11300 573412
1280-81 $3936 193658 42335 36181 - - 1500 - - - 18000 355610
1961 -5z 254309 147315 26000 36888 - - - - - - - 464532
1982-:3 43002 35085 44000 71685 - - - - - - 9400 303179
1983-54 93525 123807 60000 76420 - - - - - - 2561 356313
1984-85 170850 407676 75000 - - - 1500 - - - 11526 666552
1955-65 195734 356092 87200 - - - 1000 - - - - - 640026
Fotal 2505526 2691436 735041 347126 64225 3076 __ 3000 = = 5012205573 6460025
G.Total 2682080 754468 761628 347126 13133614 3086 3000 15000 10425 6762 105595 _ 7808284

8t



The railroads are owned by GOB. There are two types of railroads -
broad-quage (5'6") and meter-quage (3'3-3/4"). Most meler-guage rail roads
are in the castern half of the country and most broad-guage railroads are
in the western half.  The broad-guage line starte  from Fhulno cupply source

while the neter-quage line storte from  the rest of the suppls cources,

)

Chittanong, Ashugany, Ghorasal, and Fencohugam Due to 1

factory storage
capacity the movement of fertilirer from the Tactorics muct be roved on a
regular bhasis although fertilizer ¢iftahe 1o scasontl. Tn order to have regular
movement , the stock 1¢ bLullt up ot HADC ‘e god-owne Guring the low

AU o P

offtake peviod. Due to linitstion of FADO'S godown capacities in the low offtake

period and BADC's oblicetion to 1ift fertilizer from factorics reaardless of
need, creates an imbolonce betweon demarnd and supnly ror BEADC, These
limited storage facilities ot the factories compel BADC Lo move fortilizer at
higher cost. The low watcer level ot river during dAry season causes HADC to
deviate from the lowest cost routes - thot is by water. For trucking, the
least coust routes often cannot Lo used due to non-avallability of trucks. Rail
wagons supplied to BADRC by the railway often are of inferior quality and thus,

a sizable number of wagons remain unutilized,

BADC prepares the monthly movement plan from supply sources based on the
availability of transportation, the quantity they are obliged to 1ift from
supply sources, «nd indented quantity by PDPs.  The procedure to caleulate
indented quantity by Vhle is scldom followed.  The procedure for inventory control
at PbPs snoula be standardired.  Durine 1985/80, BADC maintained o hiah inventory
level which resulted in poyvine o osignificant amount of interest charqes (Th.19.02

crores) on working capital .

BADC has a tetal fertilizer storage capacity of about 4.5 lakh tons.of
which 89 percent is owned and 11 percent is leased. & complete list of BADC-
hired and BADC-owned godown capacities by sites is shown in Table 1I1-3. Ferti-
lizer godowns which are presently beina bailt by BADC and the accompanying
storage capacities are shown in Table 1I-4. With the completion of these godowns,

BADC's own storage capacities will increase to 4.2% lakh MT.
g

The storage capacities at the factories are rather limited. For all

factories combined, the current total capacity amounts to 139,500 MT, of which


http:charcjqes(Tk.19.02
http:meter-auj.qe

40

Table II-3 PDP-wise/TSC-wise Storace Position and Stock Position
(In Metric Ton)

Storage Capacity

Own Hired Total
1. Aligonj - 1500 1500
2. HNarsingdi 1900 1000 2900
3. Joydebpur 500 - 500
4. Mirkadim(proposed to be closed) 1400 1000 2460
5. Manikgon?i 1000 600 1600
6. Sirajdikhan(closed) 1000 - 1000
7. FKhanpur T 2000 2000
Dhaka Region: 5800 6100 11900
8. Kishoreganij 6000 - 6000
9. Netrokona . 5000 - 5000
10. Bhairab 4400 - 4400
11. Kuliarchar 2400 - 2400
Kishoreganj Region: 17800 - 17800
12. Mymensingh 5200 - 5200
13. Jhambhuganj 2000 1000 3000
14. Gaffargaon 1000 1945 2945
Mymensingh Region: 8200 2945 11145
15. Jamalpur . 6500 4000 10500
16. Melanda 5000 - 5000
17. Sherpur (Proposed to be closed) __200 400 200
Jamalpur Region: 11700 4400 16100
18, Tangail 3000 800 3800
19. Madhupur 5400 - 5400
20, Mirzapur (closed) _200 . - _200
Tangail Region: 8600 .800 9400
21. Tepakhola 4800 - 4800
22. Rajbari (closed) & Palong(closed) 500 - 500
23. Madaripur 1000 1250 2250
24. Takerhat 2000 - 2000
Faridpur Region - 7500 1250 8750
25. Chittagong 7700 - 7700
26. Dohazari 2500 900 3400
27. Cox's Bazar 2400 - 2400
28. Sandwip 2400 - _2400
Chittagong Region: 15000 900 15900

Contd...



Table II-3 (Continued)

. Chittagong Hill Tracts

Bandarbkan

. Chowmohani

Feni
Hativya
Laximpur

Noakhali Region

35.
36.
37.
3€.

Comilla

B. Raria
Chandpur
bDaudkandi

Comilla Region

39.
40.
41.

42.

43.

44 .
45.
46.

Sylhet

Habiganj(closed)

Saistaganj ~
Maizgaon/Chattak /Fenchugonj
Azmirigon j

Sreemongal

Sunamgon j

Kulaura

Sylhet Region

47.
48.
49.
50.
51.
52.
53.

Rajshahi

Natore

Atrai

Amnura

Rohanpur .

Naogaon (proposed to be closed)
Chapai N.Gonj(closed)

Rajshahi Division

54.
55.
56.
57.
58.

Dinajpur
Shibgon3
Panchagar
Parbatipur
Charkhai

Dinajpur Region

59.
60.
61.
62.
63.

Rangpur
Mohendranagar
Saidpur
Kurigram
Gaibandha

Rangpur Region

Storage Capacity

Own

3300
1000
3500
6500
3400

2400

15800

4000
6000
6500
4000

—e S s

25500

1000

1000
200
1000

400

3600

9200
8400
4000
6000
4000
2400

400

e g ——

34400

7400
12500
4000
6400
7800

38100

850C
12000
2400
2200
5600

30700

Hired

~!
[N
—

[ &S]
[
o

1600

3459
3400

8459

Total

4021
3500
6500
3400
2400

15800

9000
6000
6500
4000

25500

2050
2220
2650
1382

865
2450
1080
1400

14097

12750
8400
4000
6000
4000
2400

800

38350

7400
12500
4000
6400
7800

38100
10100
12000
5859
5600
5600

39159



64.
65.
66.

Bogra
Santahar
Joypurhat

Begra Region

67. Pabna/Ishwardi
¢6. Muladuli +

©o. Ullapara

70. Shahjadpur

71. Sirajgonij

R

o

Raigoni (closed)

Pabna Region

73. Khulna
74 . Satkhira
75. Bagerhat

Khulna'Region

76. Barisal
77 . Bhola
78 . Kawkhali

Barisal'Region

79.
80.

Patuakhali
Barguna

Patuakhali Region

81. Jessore
82. Kaligonj
83. Magura
84. Narail

Jessore Region

85. Kusltia
86. Chowadanga

Kushtia Region

All Regional Total
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Table II-3 (Continued)

Storage Capacity

Own
14500
250060

2400

25700
2500
3500

400

6400

7400
9900
4000

121300

3500
3200

6700

5500
5500
2200
_1500

15700

4000
7000

11000

356400

Hired

1900

1900

2750

Total

, 14500
25000
_4300

43800

5950
6000

68000
2000
7500
1000

30450

2500
3500
400

6400

7400
9300
4000

21300

3500
3200

46992

6700
6500
5500
2200
1500

15700

4000
7000

11000

403392
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Table II-3 (Continued)

Storage Capacity

Own Hired Total
Transit Points
Narayanganj - 700 700
Khulna 16000 - 16000
Chittagong 25000 - 25000
Bagabari 4000 - 4000
Tctal Transit Point 45001 700 45700

Total BADC Capacity 401400 47692 449092



Table 11-4.
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Progress of Fertilizer Godown Construction

Source of Fund

Iocation of Godowns

and allocation with Capacity Progress achieved
1. Ctg. H. Tracts Matiranga 200 MT Completed.
Development Prviect Marunag 20C MT 85%
(ADB financing) Panchari 200 MT 85%
Diginala 200 MT Completed.
Mohalchari 200 MT 90%
Total 1000 MT
2. CIP-II
ADB Financing Shambhugonj 2000 M7 (additional) 45%
(Us¢ 2.335 million) Shambhugonj 4000 MT Substantially completed.
Parbatipur 6000 MT 45%
Total 10,000 MT
3. Construction of Fert. Kotowali 2000 MT 92%
godowns under Dutch Kulaura 1000 MT Nil
grant (Phase-III). Shunamgonj 3000 MT 89%
Sayestagon] 3000 MT 94%
Ajmirigonj 3000 MT 854
Total 12,000 MT
4, Construct.o>n of Fert. Kawkhali 200 MT 60% * -
godowns under special Ali kKzZom 200 MT 60% *
Govt. Project in Paithong 200 MT 30% *
Ctg. H. Tracts. Maniksori 200 MT 30% *
Total 800 MT

Grand-Total= 23,800 MT

Under this program originally it was planned to construct six godowns with

1000 MT capacity.

But due to nonavailability of suitable land at Rajashhali
and Bagairhari work could not be started at these two places.
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24,500 MI' is the bagged storage. The current storage capacity by factory is

as follows:

Bagged Bulk Total

—————————————————— MT = e e
ZFCL §,000 40,000 48,000
UFFL 10,000 50,000 ©0,000
NGFFL 2,500 10,000 12,500
Polash NA NA NA
TSP Complex ._ 4,000 _15,000 19,000
Total 24,500 115,000 139,500

Due to BADC's obligations to lift fertilizer from the factories, the

actual inventory in a godown freqguently exceeds godown capacity and implemen-

tation of the best storage and movement plan is not possible.

A stock control and accounting system designed with assistance from IFDC
was introduced by BADC's MSS Division(Fertilizer Division) -in July 1981. With
‘full implementation of the system, the accountability for fertilizer will be
maintained at all levels and information reporting on sales, stcck positions,
despntcﬂ, and other items of interest will be more relaible, accurate, complete,
and timely. Data required in this system is already' being coliected and thus, .
can be handled with the current BADC staff. This system has replaced BADC's -

o0ld method of reporting.

However, due to late and incorrect reporting, consclidation of reported
data in Accounts forms at BADC headquarters has become very difficult and some-
times impossible. Currently, about 80 percent of the reports are correct and
are submitted on a timely basis. The remaining 20 percent are either incorrect
or delayed, which causes a delay in consolidation of national data. IFDC assisted
with several training programs on stock accounting and reporting as well as on
physical verification of stock. The BADC officers and staff who have participated

in the training programs include regiocnal managers, assistant managers, thana
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inspectors, senior and junior storekeepers, clerks and assistant accountants of

the regional controllers' offices.

BADC has made good use of the stock control and accounting system. It
has published several reports, including the Sales Quantity Report (by PDD, by
region,by product); the Cash Book Summary and Bank Reconcilation (by PDP by
regicon); the Mode-wise Movement Report (by consioner and by destination); the
Despatch keport (by destination,by product,by consigner); the keceipt Quantity
Report (by source,by commodity,by PDP,by region); the Credit Sales Realization
and OQutstanding Report (by PDP, by customer group, by region); the Stocks-in-
Transit Report (by invoice, by PDP, by source, by region, by product); and the

Transit Loss Report (by PDP, by region, by source, by product, by mode) .

These and cther reports neced to be published on a regular basis. However,
due to incorrect or late reporting, they cannot be finalized as scheduled, thus
diminishing the value. ©Nevertheless, the reports have revealed some major

findings. These findings include:

a. There was discrepancy in stocks in transit on June 30, 1934 per the
newsletter (59,602 mt) versus per invoice-wise list prepared by IFDC
(50,075 mt), as shown in Table TI-5.

b. There was a transit loss of 1,926 mt in 1983/84 (Table 11-6).

c. The Bank Reconciliation Statement had many errors which were

brought to the attention of BADC but no definitive action has

oécurred. One notable exception, IFDC on request of BADC ', started

reconciliation of Bank Account in February 1987 and completed the
reconciliation of BankAaccount for the Dhaka Region, the Comilla

Region (except for B. Baria), and the Chittagong Division.

Discrepancies were reported to BADC.

At the request of BADC an assessment of credit sales realization, and
outstanding wére made by IFDC in 1984/85 and 1985/86 and is summarized
in Table II-7 and Table II-8. A study on BADC's incidental costs of fertilizer
distribution for the period 1973/74 through 1977/78 was made by IFDC in 1981.
Thé incidental cost increased from Tk.104 million in *373/74 to Tk.353 million
in 1977/78 while fertilizer sales increased from 380 thousand long tons to

715 thousand long tons in 1977/78. On the per ton basis, the incidental costs



Table II-5. BADC Stock-in-Transit on 30.6.84.

(As per this report and Newsletter)

Name of Consignor UKEA GTSP © prSP DAP MP GYBSUM OTHERS TOTAL
1. Chittagong 299,25 299.25
2. Khulna 5,417.00 2,556.10 © 820.25 8,793.35
3. Narayanganj 644.50 €44.50
4. Ghoraszl 7,700.00 7,700.00
5. Ashuganj 13,305.57 13,305.57
6. Fenchuganj 4,651.21 4,651.21
7. TSP Complex 1,404.43 17.50 165.36 1,587.29
Sub-Tota! 32,017.53 3,960.53 17.50 - £20.25 165.36 - 36,981.17
itoiiuiiaShip 13,094.00 - - - - - - 13,094.00
Total 45,111.53 3,960.53 17.59 - 820.25 165.36 - 50,075.17
j;ogzri:eigi:iizr 16,647.00 6,350.00  2,612.00 3,977.00 15.00 59,602.00
(Excess)short gty. ) oo5 0 (2,389.47) (2,595.50) (3,977.00)  B805.25 165.36 (9,526.83)

shown in l.letter.

LY



Tavle Il-c. VAL U Uolen. durosped, heglobmwint, Lot rmwine L MLle=wliste
o whitiagors e Gtesvat al Tt
Larae Truoe i . il talate IICH Large . Truck Rail
CLuul - _ - - - - - - L. 24Y - 13,971 - 0.831
G.t14 _ Loviy - - - - - - - 1.125 - 50.032
- S TUER - - - - s.ut - - - - 5%.617
myinensingh - - [FppcEn ] - - - - - .3 - - - - 29.268
bangail - - - - - - - [SIe - - . 021 - - - - - - - - 0.603 -
bariapur - - - - - 0.270 L2258 - - c.576 - 2L.850 - - - - - - 2¢.231 - 0.270
Chittagond - 429017, - - - - - - - - - - - - 1.975 - - - - 329.172 1.875
Crg.ti.izalts - EIAEEN - - - - - - - - - - - - - - - - - <8.481 -
e darbarn - - - - - - - - - - - - - - - - - - - - -
tashials - - - - - - - - - - - - - - 0.005 29.031
lewnilla oLl - - - - - - - - 13,0491 - - 11.i0¢C 13.201 16.000 74.232
Sylhet - - - - - - - - - - - - 0.C50 0.150 - 14.155
toantiahs - - - . - - - - - 2s.ce” - - - - - - 13,812
Linajjur - - - - - 0.750 - - - 207.752 - - - 57.427 - - 308.597
FaliJio - - - - - 4.58¢6 - - - 152.2:2 - - - 30.063 - - 254.149
92.871

- - - 6. 050 - 0.400 3.53% - 182,030 10.1KE - - - - 58.461 .55.620
- .:'

- - - - ¢.053 c.022 - - 1.813 - 9,065 - - - - - - 50.878 0.023 0.022

- - - - C.159 - - - - - - - - - - - - - - 0.459 -
U.atl - - an - - - - - 6. 500 - 19.79% - - - - - - 23,226 - -

- - - - - - - - - - - 1.719 - - - - - - 1.719 - -

- - - - C.lze 0,050 - - - - - - S.1es - - - - - - 0.126 0.215

8v

rasitia - - - - 1.0os - - - - - - - -
Toral AL .5l 445065 1120853 L.1T7 10722 7.168 C.27I0 L.ing J.01e  7.C05 C.0-1 2u6.0%k 479.2€% C.13C 11+.501 8.450 =~ 226.1B1 3160121 437.983 949.278
hesjion '
hiztagaong - Soqt - - - - - - -~ - - - - - - - - - - 5.49¢€ -
Shigelng

aulhia - - - - - - - - - 2,373 - 119, wn - - - 2,950 - - 123.771 - -
shapping

tiarayangoi) 1. 2006 - CLCeb - - - - - - 1.430 - E.a07 - - - 4.500 - - 30.552 - 0.025
(M enent) .

Oralad- 20166 S0t.ind 13i7.5%74 Z.377 1.722 0 T.los L.I7s 0 0L5HE G.C1% 10.Blw 0.021 «0d.95%2 <79..¢5 C.18C 114.5C1 15.900 - 22€.181 375.445 503.479 649.202

TLlal

Jctal Transit loss
1985-84

Barge = 473.415 M. Tons
Truck = 503.479 M. Tons
Rail = 5§49.303 M. Tons
Total =192€.227 M. Tons
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Table II- 7. Classified Statement of Credit Sales
Realisation and Outstanding,1984/85
Figures rounded upto
nearest Taka.

Opening Net Credit Realisation Closing
Classification balance sales during during balance
of Credit sales on 1-7-84 1984-85 1854-85 ol 30-€-85
Against Bank
Guarantee 3,85,11,570 16,81,19,385 19,17,75,158 1,48,55,797
Demonstration Plot 15,47,413 11,30,466 3,01,973 23,75,906
Cooperative 14,115,752 26,49,188 15,29,207 25,35,733
Agr.Relief &
Rehabilitation 3,89,259 7,83,29,909 45,11,002 7,42,08,166
Seed
Multiplication 13,34,420 48,50, 741 12,24,939 49,60,222
Cattle Farm 18,244 2,50,347 18,244 2,50,347
BADC Faim 1,29,670 4,13,119 1,90,631 3,52,158
Supervised Credit 1,01,99,509 9,68,358 25,12,956 86,54,911
IRCP 4,07,867 3,04,910 4,226,994 2,85,783
ITTAP 4,99,727 45,864 49,180 4,96,411
FAO/UNDP 4,193 4,381 7,364 w 1,210
Jute Loan 14,040 1,460 3,685 11,815
Agricultural
University 54,386 59,961 73,063 41,284
ADE 6,559 39,874 45,707 726
ASC BADC - 11,354 10,272 1,082
Sugarcane - 41,861 41,861 -
Others - 86,220 77,46" 4,76Q
Grand Total 5,45,32, 609 25,73,07,398 20,27,99,696 10,90,40,311




Table II-B.
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National Summary of Credit Sales Realizati

Outstanding, July 1985-June 198¢.

Classification
Credit Sales

Agr. Relief &
Rehabilitation

Cooperative

Supervised Credit

Agril. Extension Dept.

Eank Guarantee
kubber Estate

Seed Multiplication

Opening
‘Balance
on 1.1.85

5,20,51,91%
69,60,044
75,035,572
46,78 ,54]
1,07,72,430
16,09,874
16,84,972

Net Credit
Sales During

July'85-June'86

77,04,170
57,106,642
1,34,740
9,51,707
71,40,985
26,34,390

40,80,217

on and

"Filgures rounded uptc
nearest Taka"

Realization

During July'&5b

to June quﬂ

2,17,51,70¢
55,605,520
17,90, 598
4,66,574
1,33,96,645

19,97,074

Clesing
Balance
f-”?,..30 .6.86

3,80,04,382
71,17,757
. 58,49, 715
51,03,674
45,16,770
42,44,264
37,68,114

Demonstration Flot 17,21,10¢ 8,088,584 1,15,657 24,114,033
U.IN.O. 23,74,735 49,347 33,597 23,90,485
BADC Farm 20,83,378 19,88,591 27,770,007 13,01,962
IRCP 8,106,223 1,346 91,489 7,226,080
ITTAP 6,99,124 10,37,181 11,33,040 6,03,265
Jute Loan 4,17,318 - 17,842 3,99,476
Dairy Farm 2,50,347 97,441 - 3,47,788
Sharisha Bari TsC 2,43,409 - 879 2,42,530
Horticuiture Farm 1,10,471 10,875 - 1,21,346
1RDB - 1,20,577 - 1,20,577
ADE 16,792 1,82,986 82,766 1,17,012
IAPP 1,30,806 6,014 25,929 1,110,891
UNDP v - 1,35,904 56,589 79,315
ASC BADC 19,789 90,745 37,072 73,462
Agri. University 48,641 33,466 48,641 33,466
ARP 13,372 - - 13,372
BADC Sales Center 12,158 31,298 32,369 11,087
Thana Inépector 10,287 - - 10,287
Deputy Commissioner -~ 7,878 - 7,878
Rajshahi Army - 6,815 - 6,815
BARC 1,237 - - 1,237
Chairman,Sandwip ~ 1,86,000 1,86,000 -
R.A.Traders 99,877 - 99,877 -
BRRI . 21,253 - 21,253

CERDI - 49,075 49,075 -

NATIONAL Total

9,43,60,274

3,32,06,974

4,97,70,208

7,77,97,040




rose from Tk.273.8 per ton sold to Tk.490.5 per ton sold (Table IT-9). Of the
inciaental cost, movement and handling expenses were the largest. Other signi-
ficant costs .were dealer commissions, inventory losses, overhead and staff pay
and allowances. 2 complete study on incidental costs by I'DF would be needed

in order to determine truec petential cost savings from closing a DU,

A route cost mmnual referred vo ac the loast ozt Kouting, was anitially
preparea by IPDEC in 165 and was updated in Decomber 19EC. The o manual has been
adopted by BADC in pluanning tTertilizer movements. This manudl aives reasonable
movement costs {rom product sources to destinction based on volume to be moved.
Irn order to minimize total movement costs from all scurces to all dcstinations,

the lincur proaramming technicue should bLbe uscd and o draft is

—~

v
’
kS

i

being developed.

The new system of physical verificaticn for stock at godowns was developed
with assistance from IFDC to correct the deficiency of the old practice of physi-
cal verification. BADC has introduced this new system but the Physical Verifica-
tion report at national level remains unpublished for a long time because of delay

in submitting some local reports.

The following are somc¢ suggested actions for improving BADC's distribution

operations for fertilizer:

a. The valid periods for all transportation and handling contracts should
be uniform. Thignwill_enable BADC to implement its cost minimization
program. BADC should also meet with contractors' freguently to solve
movement constraints.

b. Unit Train Operation should be given priority to avail proposed
discount of rail freight.

c. The linedr programming and differential cost technique should be
applied to minimize BADC's movement costs.

d. BADC officers should be more vigilant at loading and unloading points

+ 1in order to reduce the transit loss. If railway does not take the
responsibilily for the transit loss, the unit trains from sources

should be operated under BADC's control.

.

e. Overstocking of fertilizer at PDP godowns should be avoided. Th

TDP operation may reduce the overstocking at PDPs.
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.

The outstanding credit sales for fertilizer should be verified and

confirmed by the parties concerned so that correct credit accounting

and reporting can be assured.

Bank. balances should be reconciled between PDPs, Cank A/c.

and

Headquarters Bank A/c. and the balances shouid be confirmed and

discrepancies identified.

A mobile audit team could be formed to conduct physical verification

of stock it selected 'DFs without advance notice Lo
The year-ond reports on phvslcal verification shoul
published and Jdistributed,

A team of coounting &

Db rormed L onnho

from =ach

member should Lo done wiohis thee tooan L orader

1

1
“t

tr oo

oy

b2

Lo onsure o

management .

prompt

ly

responsibility with ane stafn member

toreporting.,

The ship discharqge reports should be completed imaediately after

complotion of discharge and discributed to all consignees for

mation or -leapatched quantity.

The incoine o

POP. This will enable BADC to weasure tie erricioncy of

Projected rinancial sources and use of revenue ror

made for the next five years.

1

ADC

catement aad balance shooet should e preparad for

each

should

confir-

cach
PoHP.

be
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CHAPTER-T11

FERTILIZER USE

Fertilizer use in Bangladesh hus increased markedly since its first

)

2753 with some S600 M1 of materials(urincipally AS) and is

introduction in 19¢
expected to reach 1.33 million MI in 1986/87. (See Table T11-1).

Urea, T5P, and #¢ have been the three principal fertilizers used since
19063/064.  Thesa Jertilizers tvogether supply virtually all of the amsual chemical
fertilizer plant rnutrients used in Bangladesh; Urea accounted for GG percent,
TS for 20 porcen® ond Wb for 5 percent in 1265%/86G.  The rate of rowth 1n

fertilizer usc Hos veried irom vear tooveny, roancinag from 131 percent in

1OLC D o 26 poreent An 1055000 Prom 1UL0/00 no 10900, tots) o eumption

of fertiliver increascd only ¢ little over 40,000 MP but it increaesed rapidiy
during 1959/60 - 1970/71. Consumption was  somewhal erratic during 1970/71-

1974775 but nearly tripled from 1974/75 vo 1977/78. 1In terms of individual

nutrients, as shown in Figure [I1-1, usce of nitroaen(B) Lhae incrcesed the most

since 1974/75, followed by phosphate (1. 0.) and potash (K., 0). Usec of fertilizer
Z J .-

continued te grow through 1984/65 but declined slightly in 1985/86. Consumption
ratz has recovered in 1086/87. The growth in fertilizer use was disrupted in
the carly seventies due to the liberation war, diversion of the nafion's
financial resources for reconstruction of the cconomy, successive bpad weather,
and supply shortaage during 1273/70. The drop in consumptio: in 1974/75 was
also partly due to supnly disruption from the Ghorasal Ures Plant, when the

plant was shut down for four months.

Use potential - Inspite of the impressive incrersse in fertilizer use
in the past and the report that nearly all farmers have tried fertilizer at
one time or another, fertilizer use in Bangladesh is far from reéching
estimated aqronomic reguirements. For all fertilizer combined, the actual
usage represented 29 percent of estimated agronomic potential in 1985/86.
Product-wise, the actual use of urea represented 46 percent of estimated
potential while TSP and MPP represented 20 percent and 5 percent respectively
(Table ITI~2). In terms of product tonnaae, estimated agronomic requirements for

the country in 1985/86 should have been around 40.46 lakh MT, with 17.29 lakh



Table III-1l: Fertilizer Consumtion Ly froducst and By Year
{In Metric Tons)

PRODUCT T Chanue Over 'revisus Year
Year _UREA TSD/DAF R __OTHERS TCTAL R  OTHERS

1952-53 - - - 8571 3571 - - - -

1953-54 - - - 12857 12857 - - - 30
1954-55 - - - 17143 17143 - - - 33
1955-5¢ - - - 10952 10952 - - - ~35
1956-57 - - - 25290 25290 - - - 131
1957-538 1232 830 - 25417 27479 - - - 1
1958-59 3779 516 - 26452 30747 207 -38 - 4
1959-60 9375 2184 - 38243 42802 -4 323 - 45
1960-561 30869 6608 1677 27820 (G274 ehels 203 - -2

1961-62 29479 G082 1041 21408 AB017 -5 -8 -38 13
1962-63 41780 3120 1427 4552 30889 42 -49 37 -86
1963-64 76150 23352 3473 1059 104034 82 646 143 -77
1964-65 72143 10279 3360 542 © 05333 -5 17 -3 -49
1965-66 84612 20347 2743 192 107894 15 6 ~-18 -65
1966-67 122758 34304 7427 200 154689 a5 G9 171 15
1967-68 154525 48218 10982 86 211318 26 43 48 -37
1968-69 102496 53785 12632 - 228012 5 15 - -

1969-70 199606 L6584 15350 - 281540 hole 24 22 -

1970-71 215756 76028 17386 - 200240 8 14 13 -~

1971-72 172487 61101 14155 - 247743 -20 -20 -19 -

1972-73 280700 90337 18763 - 380800 63 45 33 -

1973-74 271910 95322 18687 - 285916 -3 6 - -

1974-75 176282 7637R 17789 12893 284042 -35 -20 -3 -

1975-76 316017 111674 22166 14053 455110 79 46 245 )
1976-77 358882 127594 22738 11587 520801 13 14 1 18
1977-78 487526 195108 41890 G036 7303/0 36 53 . 84 -48
1978-79 476494 2152908 44715 8990 74597 -2 10 7 49
1979-80 541848 251439 a6ran. 11540 651519 14 14 4 28
1980-81 559766 256797 45224 13412 A75172 3 2 -3 16
1981-82 518775 258226 44836 8716 820323 -7 - -1 -35
1982-83 629058 279160 50420 9780 968418 21 9 2 - 12
1983-84 708070 354560 63222 3208 1129040 13 27 25 -67
1984-83 831801 346073 69271 13075 1160220 17 -2 10 308
1985 86 794944 297471 50867 4133 1156437 -7 14 -14 ~-A8
1986-87 895000 360000 70000 - 1225000 12 21 17 -

{Target




'"FIGURE-TII-I.  CONSUMPTION OF FERTILIZER BY DIFFERENT NUTRIENTS
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Table 2. Agronomic Reguirement of Fertilizer vis-a-vis 1985-86 use lavel

% Consumed in 1985-86 compared

Agronomic keauirement ('000' MT) to agronomic regulirement
Region Urea Isp ME Total Urea TSE 1P Total
Dhaka ~ 104 85 51 240 92 42 14 58
Mymensingh 95 78 43 216 36 08 02 20 .
Jamalpur 61 52 27 140 52 17 06 31
Kishoreaanj 81 66 40 187 52 19 04 31
Tangail . 57 50 29 136 46 25 08 30
Faridpur 76 73 44 193 25 10 04 15
Chittagong ‘ 79 66 35 180 58 17 02 32
CTG.H.Tracts 16 12 06 34. 63 30 03 40
Noakhali . 84 75 40 199 30 20 01 17
Comilla N 112 98 58 268 59 34 09 39
Sylhet 124 104 67 285 20 07 04 12
Rajshahi 118 113 63 294 43 21 09 27
Pabna 65 . 62 35 162 81 31 10 47
Bogra 72 64 35 171 85 38 20 54
Rangpur 167 132 78 377 a5 12 06 22
Dinajpur 84 72 36 192 38 28 17 38
w
Khulna ' ‘ 72 55 25 152 29 11 03 18
Jessore 74 69 37 180 48 21 07 29
Kushtia . 41 37 t19 97 86 42 22 57
Barisal 98 86 43 227 20 06 01 11
Patuakhali 49 39 18 106 0% 01 00 05
Total: 1729 1488 829 4046 46 20 07 29

Source: Dr. Amirul Islam (IFDC Consultant), April 1980. A Micro Study of
Potential Agronomic Requirement for Bangladesh.

Note : BADC Monthly Fertilizer Newsletter No. 100.
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MT for urea, 14.88 lakh MT for TSP, and 8.29 lakh MT for MP. 1In terms of
total nutrient, the ac:onomic requirement should have heen slightly below

2 million MT. Aside from low usage per cropped acre, use of N, P .O0_, and K0

huas also been unbalanced (jable 17I-3) . The recommended nutrient ratio by IFDC
based on agronomic potential is 1:0.86:0.63 while the actual retio was

1:0,4:0.1.

Seasvnal Demand - As shown in Table 111-4 , fertilizer 1v used in three
distinct crop seasons, raman (July-October), Rabi/Boro (November-March) and
Aus (April-Jvne). While tonnage has generally increased in every sg¢ason.
Rabi/Boro is by far the heaviest use season in terms of total use and per

N

t
w0
ot}
[ -
0
c
o+

cropped acre. 1 scason Lhat has had the fastest greowth. In
1985/86G, about 52 percent of il fertilizers was used in the kabi/Bore season
and the use in that season has increased five-fold during 1971-85. Fertilizer
use in the Aman secason and the Aus scason has increased three tines each durinag
the comparable period. 'he Spectacular growth in the Bore season has been

attributed. to an expansion in cropped acreage and a rapid increase in application

rates.

Geographication variation - For all fertilizers combined, the Rajshahi
Division consumed the most among four divisions in the country in 1985/86,
with 390.thousand MT used. It was followed by the Dhaka Division with 353
thov-znd MT, the Chittagong.Division with 247 thousand MT, and the Khulna
Division with 167 thousand MT (Table I11-5). However, the fastesc growth has
come from the Kh»lna Division, followedrby the Rajshahi Division, the: Dhaka

Division, and the Chittagong Division (Table ITI-5, Figqure III-2).

On the per acre basis, several regions in the country used more than
100 1bs. per acre of cropped land in 1985/86. These regions are Dhaka,
Comillé, Chittagong Hill Tracts, Bandarbon, Bogra, Pabna, and Kushtia. They,
together accounted for 42 percent of the total consumption tonnage in the
country even though their total crop area accounted for only 23 percent of the
country's total. Several regions used less fhan 50 1lbs. per cropped acre in
the same year. These regions are Faridpur, Sylhet, Khulna, Barisal, anrd
Patuakhali. They together accounted for 27 percent of the country's total

cropped land and 11 percent of the nation's total fertilizer consumption.


http:0.86:0.63

Table II11-3.
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Fertilizer Kutrient Consumption in

H'Hﬂl(‘cPH

“r’/J‘ to lfrH/é(

(Target)

Ye N P205 KEO Total N:P205: REO
- (1,000 Metric Tons)

1952/53 1.8 - - 1.8 1:0.00:0.00
1953/54 2.7 - - 2.7 1"0.00:0.00
1954/55 3.6 - - 3.6 1:0.00:0.00
1955/5¢ 2.3 - - 2.3 1:0.00:0.00
1956/57 5.2 - - 5.2 1:0.00:0.00
1957/58 5.9 0.4 - 6.3 1:0.07:0.00
1958/5¢ 7.4 0.3 - 7.7 1:0.04:0,00
195 ‘/6 10.5 1.0 - 13.5 1:0.08:0.00
1960/61 20.0 3.0 1.0 24.0 1:0.15:0.0%
1961 /6x 19.8 3.1 0.6 23.5 1:0.16:0.03
19G62 /63 20.0 1.4 0.9 22.3 1:0.07:0.04
1463/04 35,1 10.8 7.0 47.9 1:0.20:0.06
1964 /65 33,3 a.u 2.0 44.2 1:0.27:0.006
19€5 /60 36.9 9.4 1.6 49,9 1:0.24:0.04
1966/67 55.6 15.8 4.5 75.9 1:0.26:0.08
1967/68 71.1 22.5 6.6 100.2 1:0.32:0.09
1968/69 74.7 24.7 7.6 107.0 1:0.33:0.10
1969,/70 91.8 30.6 9.2 131.6 1:0.33:0.10
1970/71 99.2 35.0 10.4 144.6 1:0.35:0.10
1971/72 79.3 28.1 8.5 115.9 1:0.35:0.11
1972/73  129.1 41.5 11.3 181.9 1:0.32.0.09
1973/74 125.1 43.8 11.2 180.1 1:0.35:0.09
1974775 81.6 35.7 10.7 128.0 1:0.44:0.13
1975/76 147.0 53.1 14.7 214.8 1:0.36:0.10
1976/77 166.0 60.0 14.6 240.6 1:0.36:0.08
1977/78  224.4 9G. 4 25.3 340.1 1:0.40:0.11
1978/79  226.7 99.8 27.4 353.9 1:0.44:0.12
1979/80  25£.2 116.9 29.3 404.4 1:0.45:0.11
1980/81 266.7 118.5 28.8 414.0 1:0.44:0.11
1981/8% 248.5 119.4 28.1 396.0 1:0.48:0.11
1982/83  303.9 129.8 31.7 470.4 1:0.42:0.10
19832/84  342.6 163.4 37.9 543.9 1:0.48:0.11
1584/85  384.3 160.8 43,2 588.3 1:0.42:0.11
1985/86  365.7 136.8 35.9 538.4 1:0.37:0.11
1986/87  411.7 165.6 42.0 619.3 1:0.40:0.10
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Table I1I-4. Fertilizer Consumption By Seasons,  19€5/6(~1985/86

Aman Season Rabi & Boro Season AUS Season
(Julv-October) (November-March) (April-~Junej
Total Total Total
sales saies sales
(1,00u lbs/vper (1,000 Lbs/per (1,000 lLbs/per
metric tons cropped metric tons cropped metric tons cropped
Year of materials) acre ol materials) acre of miterials acre
1965-66 44 6.4 28 13.4 35 8.2
(41.7) (25.9) (32.4)
1970-71 109 15.9 130 45.2 72 23.2
(35.0) (41.8) (23.2)
1877-78 214 31.3 326 111.0 202 46.3
(28.8) (43.9) (27.2)
1980~-81 265 37.2 429 125.9 195 46.3
(29.8) (48.3) (21.9)
1982-83 245 34.7 508 138.0 216 51.6
(25.6) (52.4) (22.3)
1983—84. 267 37.3 629 170.7 233 55.9
(23.6) (55.7) (20.06)
1284~-85 . 365 55.1 668 164 .6 227 55.9
(29.0) (53.0) . (18.0)

% 1985-86 362 . 52.0 601 164.2 193 45.6
. (31.3) (152.0) (16.7) ™




Table 1114, bugtun-~ies ohd Year-wise

Tuar=wiluu Poteetilicer Prom 1wi2/03-1485/8C
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(SO ITLD I LY S P IO s Tend

Name ot p

helon loed/es duei/ed Ihs/eh iuon/oi 1owe/67 19u7/06 0 1964/69  1989/70 1970/71  1971/72 1972773 1973774 1474775
Lgaka v, 4. u S P St 41.8 qu.t 53.85 8.4 B85.7 56.5 112.8 107.2 67.5
GHAYA G4 ) 5.0 10.6 1404 17.7 21,0 27.8 35.7 27.8 30.2 . 40.2 24.3
KISIGRLGAN] 34 g L. 7.7 11.3 14.3 13.3 16.5 19.0 y.1 29.6 26.9 16.3
JAMALVUR - - - - - - - - - - - - -
MYMLNG L i 2.4 7.4 i 7.6 14.1 14.9 16.2 14.3 17.5 11.0 20.3 23.5 17.3
VAlALL - - - - - - - 6.2 7.4 4.7 9.3 10.0 5.7
Y ARDEAIN e 1.4 1.3 0.4 1.7 1.7 3.0 3¢ 4.9 €.5 7.1 ‘6.6 3.8
ChGULIVISION 201 1.4 3.z 47.7 $2.9 90.1 63.0 110.4  1€6.4 101.0 154.6 143.9 109.5
CUITTAGINS 1.1 11,3 17.1 21,3 29.7 46.0 32,2 4.7 42.4 42.2 £9.1 53.0 39.7
TS L TRASTS u.d 0. 0.4 0.4 1.0 1.9 2.5 3.4 1.€ 2.6 1.6 2.6 2.6
BAalDAkL AN - - - - - - - - - - - - -
G RIALT T 1.0 2.7 4.5 9.5 11.1 14.3 16,4 10.7 20.3 21.9 15.6
Qo ILlA Lo d.& 6.6 12.5 17.9 22,6 27.1 341 35.5 30.6 52.3 L34 6.6
SYLHLD 1. 2.9 1.1 3.4 £.d 16.1 c.1 12.9 9.8 17.% 21.1 13.0 14.8
RaJSHANT DIvH.  La.c 31,3 2.1 5.3 43,8 54.7 £4.8 €5.2 72.3 44.3 £7.6 80.2 69.5
FASz a1 3.t 1G.Y 10.4 1G. 5 11.0 11.9 12.3 13.5 15.7 6.3 13.8 17.7 16.2
DINATEUR Z d.u 3.1 2. 7.0 11.i 13,4 15.1 12.4 8.2 11.9 14.3 14.2

aiPUR 3. ¢k 6.1 T 8.1 11.% 18.2 12.5 15.2 11.8 13.8 16.9 14.6
LG KA at L.t 5.2 5.6 12,4 17,7 16.€ 17.5 20.0 16.0 14.4 15.6 16.2
FALNA v 3.0 3.3 2.6 4.7 S.1 . 7.1 8.9 £.0 11.7 11.7 8.2
KHULIA LIVH. o vell 13,9 135.0 17.2 Z1.1 270 37.5 55.8 2.9 55.0 54.7 37.5
KHULA .o 2.2 2.3 2.€ 3.2 3.9 5.9 7.5 7.8 €.8 6.6 7.5 4.3
BARISAL oo 5.4 2.9 2.5 3.3 5. 7.1 11.6 15.6 16. 6 23.9 21.3 12.5
PATUANIALL - - - - - - 1.¢ 2.4 7.2 5.7 5.7 5.3 3.1
s b I s.h 1.0 5.0 5.3 7.3 7.8 6.4 £,z 7.7 .1 10,8 9.3
KUSHT LA [S ] 4.0 2.9 2.9 4.7 3.7 5.2 7.¢ 1.3 6.1 10.7 9.8 8.3
COUITRY S0.u 104.0 95.4  107.9 164.7 214.8 2vE.9 2ul.5  369.% 247.7 350.0 336.0 284.0
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FIGURE 1ri-2:" .DIVISIONAL GROWTH IN FERTILIZER CONSUMPTION

(Thousarnsd MT of Troduct)
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The remaining reaions and

whilch us«ed be <. PEr cropped acre
accounted for one-half of the naticon's totoel cropped land and consunmed about
one-tnird of fertilizer used in the country. {(Table T711-8). The Dhaka region
wag the largect certiliser-conzaning 1 JUET G, with 172 lns. per
cropued sore.  IT ciner reoions cuuld e cugnt oup to the ana recion level,
the total foertilizer use for the countre weuld amount to roximately 2057
miliion MU which 2 more than ¢2uble Lhe current usaqao. Takile 111-0 shows
the actunl fervilirer usaace TEus the aaron resulrement inovarious regions
on othe per croppat aore hasis.  Fushtic attained the hiches: aoronomic potential
of fertilizer uso with the actua! ~1ver goout G0 poercent of aoronomic
reguirement. The recions such o Dhake, Ylohoreoand, Jonmaliour, Tenoail,
Chittavong, Landarbon, Comilis, Heajshani, our, Boara, babng, ool Jdessore
attainea 30 to B0 percoent of the o recuirencnt. Variddpur, Svliec, and
portions of @atuciiali are vhe Jow land reglions wherc o nodor sortion of jand
remaing sulineraca under woter for much of the year.  Flooo depth are oo hioh that
farmers grow decp water rice on submerced land where the effcctiveness of
fervilizer use 1is reduced. ‘The nutrient reguirement of the il, e¢swecially for
potash, may also be lower in these regions relative to other regions hecause of

he

HNevert 1f effective

less,

siltation from flooding.

L} . P .
ané for nmoencaement practice te improve ferti

could be develouped, the {fertvilizer application rates

I

increase rawidly,

crtilizer Use-Intensity - Updated date on fer

-
F

Bangladesh is not available. However, Table 11i-&

application per acre of fertilized land by crop for

These rates were estimated by the Fertilizer pricing

International Food Policy kesearch Institute (IFPRI)

Institute of Development Studies. According to this

ca .lon rates have improved for HYV paddy, wheat, and

’

tobacco, o0il seeds, and vegetables). The rates on th

were about one half of the rates for HYV varietv whic

irrigated. Application rates for local varieties are

HYV reve. Estimated fertilizer use per acre of cropp

for selective years, 1969/70 through 1981/82 was also

she

100 1bs.

prearams for flood control

efficiency and crop

in these regions would

tilizer use efficiency in

ows the rates of fertilizer
1669/70 through 1982/82.
pelicy study team of the
and the Bangladesh
table, fertilizer appli-

certain Ra™ ' crops{potato,
e rainfed hroadcast paddy
h 1s transplanted and
about one-third of the
ed land by crop by season

developed by IFPRI and is
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Table III-7. Actual

1c1::11"0v

¢

COR»Umml'O Versus hq:ﬂnomzh

e _11\_ 19 64/ 65.

Actual As

Actual Aaronemic Percent of
Consumpiion Reguirement Agronomic
Region L Wbsy (1ns) . BReguirement
DHARZ 148.3 CH PSR 47.5
HISHOREGANT €5.5 244.0 35,0
JAMATTUR 77.7 258.4 30.1
MYMENSTNGH 73.2 299.4 24.4
THNGAIL 108.4 291.9 37.1
FARIDPUR 43.5 275.5 15.8
CHITTAGONC 147.5 311.6 47.3
CTG. HILL TRACTS 106.9 432.3 24.7
BANDAREBAN 188.0 4GE.3 40.1
NOAKHALI 59,4 209.8 19.8
COMILLA 132.0 276.9 47 .7
SYLHET 42.5 269.0 15.8
RLJSHAUI 93.1 288.4 32.3
DINATPUR 96.6 234.2 41.2
RANGPUR 59.2 265.5 22.3
BOGRA 138.1 280.2 "49.3
PABNA 103.7 272.8 38.0
KHULKNA 43.1 235.9 18.3
BARISAL 34.4 281:7 12.2
PATUAKHALI 12.3 209.9 5.9
JESSORE- 105.2 284.4 37.0
KUSHTIA 172.9 277.3 62.3
TOTAL 85.4 174.4 31.1




Takle 111-8. The kate of Fertilirzer Aupiscation Per Acre of Fertilized
Land By Crop, 1969/70-1001,80,

Crops 1969/70 Yuve/vl 1979/80 1980--81 la81/82

{(iounds of Materials ler hcre)

Local Aus 59 41 oL 89 70
HYV Broadcast Aus - - 132 108 123
HYV Transplanted Aus 264 161 251 274 251
local Eroadoast lunan - - 149 85 80
locsl Transpanted Mman 62 | 51 128 83 99
HYV Aman - 168 169 167 190
Local Ioro - 60 108 108 163
HYV Eorc 244 209 257 255 289
Wheat 83 31;67 173 182 164
Jute 50 136 76 119 78
Sugarcane 80 150 - - 352
Oilseeds 24 - 117 224 220
%’Jotato - 618 . 246 . 439 456
Tobacco 338 160 291 164 314
Chilli - | - 98 221 218

Veagetables - - 184 275 193




presented in Table 111-¢. The difference in avplication rate between local
paddy and HYV variety is larger on the cropped acre basis than that on the
fertilized acre basis gince diffusion Las pwen significantly less extensive
for Jocal variecties. Neverthelese, the divierence Las narrowed comewhat in
recent yeesrs. Still, the applicition rates on locn) varietics are about one
third of that for HYV in the Zmon seosor ond as little o one-tenth in the Aus

season. The present rates of fertiliser o licotiogn are considerahly bolow the

recommenaded rates for almost all foodagrain orov. arona 1479767 ) the appli-
cation rates as percentaege of rocomnmended ratec wore OO percent for BWORG, Aus
and local transplanted Aman and 45 percent fo: loczl hus Accordingly there is a

substantical scope for improving fertilicer use on fertilized land. Taibds I11I-10

shows the relative sharce of the country’

"

total sown area ond total fertilizer
consumption by crop in three different seasons for selected year, 1909/70 through
1984785, Percentages of the country's total sown ares and totval fertilizer

consumption particularly for koro HYV have bee steadily increasing; so 1s wheat,

tricing Mechanism - At the initial introductory stage of chemical
fertilizer in Bangladesh, fertilizer products were distributed to  farmers at a
nomineal price. Prices have gradually increased sirce then but remained heavily
subsidized. Sales prices to farmers are set by a high level government committee
and are adjusted periodically, based on demand and costs of product, the
Government policy and program, Covernment funds available, the farmers' purchas-
ing power, and other factors. Although prices have been increasing over the
years, they remain subsidized (Table ITII-11). HNevertheless, percent subsidies
have been declining in recent years. 1In fact, urea price was not subsidized
in 1985/8¢ but TSP and MP were subsidized by 21 percent and 11 percent

respectively (Table III-12).

Costs or Fertilizer - Costs of fertilizer to BADC consist of procurement
from domestic factories and imports, the in-country marketing costs, and the
costs of maintaining stocks. Ex-factory price of domestically vroduced urea
varies from factory to factory and all ex-factory prices have been rising,
especially for ZFCL (Table II11-13). Costs of imported fertilizers have varied
widely due to various funding sources (grants, aids, loans, barter and use of
available foreign exchange) and the fluctuation in international prices

(Table I1I-14). BADC in-country marketing costs of fertilizer, as shown
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Table III-9. Fertilizer iUse Per Acre of Crorned Land
for Selected Years

Season and crop 1969-70 1976-77 1979-80 1980-81 1981-82
{(Pounds of materials per acre)
Aman Season
Local broadcast paddy - _ - 42 6 23
Local transplanted paddy 13 26 72 45 52
HYV paddy " n.a. 146 146 140 159
Sugarcane - 49 84 n.a. 39 1257
Boro & Rabi Season
Local paddy - 29 14 10 36
HYV Paddy 237 205 242 246 280
Local wheat 35 . 23 38 - -
HYV wheat n.a. 90 142 142 114
Pulses 2 2 9 2 6 .
Oilseeds 16 34 34 70 110
Potato - 352 138 168 201
Tobacco 267 104 279 107 305
Chilli - - 50 148 157
Vegyetables - 118 114 162 103
Spices - 53 16 15 48
Aus Season
Local paddy 19 23 42 39 33
HYV broadcast padds - 142 87 )
St paaqy 91 88 180
HYV transplanted paddy 198 - 243 265 247
Jute 13 53 25 33 33

Source: IFPRL report on Fertilizer Pricing Policy and Foodgrain Production

Strategy in Rangladesh,
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Table I11-10. Relative Shares of Total Sown Are

a and Fertilizer

Consunption by Crop by Seasong, for Selected Vv

Nt e
LEeadYs

vercent of Total

Percent of Totual Sown Ares

Fertilirmer (onsumption

Season & Crops 1969-70 1977-78 1983-84 1984-85

19¢0-70 1u77-7T¢ 1983-64

Aus Season: 35.6 33.3 29.5 29.3 30.¢ 47.4 17.7 16.7
local Aus 27. 23.1 20.9 16.8 24,0 10.6 7.0 7.2
BYV Ahus 0.14 3.3 4.0 3.5 1.3 9.4 8.8 7.5
Jute 8. 6.9 4.6 7.0 1.9 7.4 1.9 2.0
Aman Scason: 49.7 49.5 46 .8 44.6 33.5 37.3 39.1 25.4
Broadcast Aman 16.8 14.1 11.6 9.4 - - 0.9 1.0
local transplan-
ted Aman 31.5 29.9 27.5 25.8 29.6 22.9 17.7 8.3
HYV Aman 0.10 4.2 8.4 8.2 0.9 12.2 16.5 12.4
Sugarcane 1.3 1.3 1.3 1.2 3.0 2.2 4.0 3.7
Boro Season: 14. € 17.3 21.7 26.1 35.7 35.3 43 57.9
Local Boro 5.2 3.8 2.7 2.6 7.1 2.2 1.2 1.1
HYV Boro 1.9 5.4 8.4 8.6 21.0 22,0 29.2 30.6
Wheat 1.0 1.6 4.3 5.1 1.6 2.5 6.1 6.9
Other Rabi crops 6.5 6.5 6.3 9.8 6.0 8.6 6.8 19.3
TOTAL 100.00 100.0 100.0 100.0 100.0 100.0 100.90 100.0
HYV Paddy & ' _

Wheat 2.1 14.5 25.1 25.4 24.8 46.1 60.6 57.4
Irrigated crops 6.7 10.7 39.0 44,1 37.7

Source: Developed by applying crop-level fertilizer application rates(Table 8)
to the official crop acreage data for the corresponding years, published

by the Bangladesh Burea of Statistics.

19084-E85



Table ITI-11.

Subsidised

Sale Prices of Fertilizer

(Taka per metric Ton)

Dzte of

effect UREA GTSP PTSP MP Ho NPK SP AS PS DAaPp TP ZINC GYP
1960 to

1961-62 275.50 275.50 - 173.40 - - - - - - - -

1-7-61 275.50 275.50 - 173.40 - - 153.00 173.40 - - - - -
1-7-72 544 .40 394.70 - 272.20 - - 153.00 173:A0 - - - - -
1-7-73 1088.80 816.60 - 544,40 - - 153.00 173.40 - - - - -
10-7.73 816 .60 544 .40 - 408.30 - - 153.00 173.40 - - - - -
1-4~74 1351.00 1088.80 - 816 .60 - - 153.00 173.40 - - - - -
9-7-74 1361.90 1088.80 - 12 .60 680.50 - 153.00 173.40 - - - - -
5-2-75 1361.00 1088.80 - 81¢.60 680.50 108&8.80 153.00 173.40 - - - - -
17-6-75 1361.00 1088.80 ~ 816.60 ©80.50 1088.80 £44.,40 173.40 - - - - -
1-7-76 1633.20 1306.56 - 1088.80 680.50 1088.80 544.40 173.40 - - - - -
3-9-76 1633.20 1306.5G - 1088.80 630.50 1088.80 544.40 173.40 1905.40 - - - -
15~12-76 1633.20 130G .56 - 1088.80 816.60 1224.90 598.84 173.40 1905.40 - - - -
1-7-78 1905,40 1447, 1C - 1224.90 816.60 1224.90 598,84 173.40 1905.40 - - - -
3-10-78 1905.4U 1497.10 - 1224.90 816.60 1497.10 598.84 173.40 1905.40 1905.40 - - -
16-10-73 1905.40 1497.10 - 1224.90 816.60 21497.10 598.84 173.40 1905.40 1905.40 - - -
3.-10-78 1905.40 1497.10 - 1224.90 1497.10 1497.10 598.84 173.40 1905.40 1905.40 - - -
21_11_78 n 1] — "t " " " " (1} 11 1497.10 - -
27-8-79 2449.80 1905.40 1633.20 1497.10 1497.10 " " " " 2449,80 " - -
25-10-79 " " 1633.20 " . 1%05.40 = * " " " 1805,.,4u - -
2-11-80 2994 .20 2449.80 2177.00  1905.40 ", 2449.80 38,84 " " 2994.20 " - -
1-1-8% " " 2177.60 " 1633.20 " . 816.60 " 2449.80 " . " o -
7-12-81 3593,04 3130.30 2585.90 2449.80 " 3130,.30 " " " 3593.04 " - -
1-7-82 3555.40 3752.00 2948.00 2948.00 " 3752.00 804.00 " 2412.00 3966.40 " - -
7-7-84 43360.00 4130.00 3240.00 3240.00 " " 4130.0 " 6415.03 4360.00 " 15,200 120v
1-1-85 1665.20 4419,10 3466.80 3466.80 " 4419.10 "o " " 4665, 20 " " '
1-7-85 1800.00 4550.00 3575.00 3575.00 1633.20 4550.,00 " " 6415,03 4800.00 " " "
1-10-85 500:.00 5000.00 5000.00 4000.00 " 5000.00 " " 8220.25 5000.00 " " 1435
] __7_80 4800-00 n 1] " n 1] ” n n " " " n
10_9_86 " " 11 1] n 13] N n n n " L1} 1185
l')_lO_E)b n 11} n 11} 113 n n " H 111 1 17 ’250 11}

TL




Table 111-12. Percentage o. Subsidy

Level of Subsidy

(+ of Total Costs)

YEAR UREA TSP DAP MPp TOTAL
1962-63 60 60 - 47 59
1963-64 58 58 - 58 58
1964-65 56 56 - 61 56
1965-66 56 57 - 65 57
1966-67 57 59 - 66 58
1967-68 57 60 - 67 58
1868-69 59 60 - 68 60
1969-70 56 55 - 67 68
1970-71 56 ' 55 - 67 59
1971-72 56 55 - 67 59
1972-73 41 62 - 61 54
1973-74 22 58 - 55 45
1974-75 48 66 - 54 56
1975-~76 52 74 - 71 66
1976-77 45 67 - 64 59
1977-78 36 67 - 51 51
1978~79 41 66 54 44 50
1979-80 28 61 52 55 48
1980-81 9 58 55 48 33
1981-82 13 54 46 42 30
1982-83 5 43 42 32 21
1983-84 11 40 47 32 25
1984-85 2 31 - 24 13
1985-86 -4.82 ' +21.36 - 10.82 4.30




Table III-13.

Ex-Factory Prices of Domestically Produced Fertilizers

(Taka in Metric Ton)

UREA TSP COMPLEY
Period NGFF UFFL ZFCL POLASH TSP GYPSUN-
1961-62 to
1972/73 500. 00 500. 00 - - - -
1973-74 762.00 762.00 - - ‘-, -
1974 75 762.00 762.00 - - 2032.00 -
1975/76 (Av. ) 961.70 961.70 - - 2584,70 _
1.7.75 to
31.3.76 762.00 762.00 - - 2032.00 -
1.4.76 to
30.6.76 1734.00 1734.00 - - 4350.00 -
1976/77 1734.00 1734. 00 - - 4350.00 -
1977-78 1734.00 1734.00 - - 4350.00 -
1978/79 1734.00 1734.00 - - 4350.00 -
1979/80 (av.) 1882,93 1882.92 - - 4350.00 -
1.7.79 to
31.8.79 1734.00 1734.00 - - - -
1.9.79 to
30.6.80 - 1900.00 1900.00 - - - -
1980/81 (Av.) 2076.00 2076.00 - - 4350.00 -
1.7.80 to *
30.4.81 1900. 00 1900.00 - - 4350.00 -
1.5.81 to
30.6.81 2400.00 2400.00 - - 4350.00 -
1981/82 (Av.) 2492.94 2492.94 2800.00 - 4675.50 -
1.7.81 to
6.12.81 2400.00 2400.00 - - 4350.00 -
7.12.81 to
30.6.82 * 2600. 00 2600. 00 2800. 00 - 5000.00 400.00
1982/83 to
1984/85 2800.00 2800.00 3860.00 - 5735.00 400.00
1985/86-Todate 3039.00 3039.00 4054.65 3039.00 6619.00 400.00




Table III-14. Costs of Imported Fertilizers

(Taka per ton)

Year UREA TSP MP DAP AS PS ZINC AP AN SP OTHERS
1952-53 - - - - 216.8 - - 416 412.3 - - -
1953-54 - - - - 175.7 - - 403. - - -
1954-55 - - - = 213.6 - - - - -

1955-56 650.2 425.9 292.5 - 333.3 343.1 - 263. - 206.6 367.0
1956-57 - - 278.0 - 331.9 - - - - 201.6 -
1957-58 598.9 437.5 299.0 - 309.1 - - - - 199.9 . -
1958-59 437.8 - 298.7 - 272.8 - - - - - -
1959-60 486.0 393.8 288.0 = 213.8 - - - - - -
1960-61 473.0 392.9 250.2 - 222.7 - - - 242.3 - -
1961-62 401.5 407.1 349.8 - 221.7 - - - 251.1 - -
1962-63 443.8 - - - 410.1 - - - - - -
1963-64 - - - - 279.8 329.5 - - - 269.5 -
1964~ 65 - 463.1 - - 404.4 340.1 - N - - -
196566 440.6 537.1 396.3 - 421.6 - ~ - - - -
1966-67 425.9 286.0 298.2 - 334.9 - - - - - -
1967-68 433.0 482.8 434.7 - - - - - - - -
1968- 69 504.1 476.9 414.4 - - - - - - - -
1969-70 362.5 464.1 263.3 406.1 - - - - - - -
1970-71 430.0 330.9 267.4 - - - - - - - -
1971-72 575.2 330.9 - - - - - - ‘- - -
1972-73 813.5 991.3 - - - - - - - - -
1973-74 - 1472.3 779.9 - - - - - - - 1251.1
1974-75 3494.1 3408, 2 1171.8 - - - - - - MA 5235 6
1975-76 4284.7 3097.5 2408.5 - - NA - - - - -
197677 2662.5 2086.3 1845.0 - - - - - - - _
1977-78 2662.5 2874.1 2488.3 - - - - - - - -
1978-79 3439.4 3072.3 1817.5  3628.8 - - - - - - 22730
1979-80 3675.1 4386.9 3360.5 5653.3 - - - - - - 23962
1980-81 3814.0 5059.5 3294.7  38%4.2 - - - - - - _
1981-82 4136.1 4840.7 3256.5  5068.1 - - - - -~ - _
1982-83 5339.2 4191.7 3606.6  6440.2 - - - - - - 5033 3
1983-84 5190. 4 4829.7 3532.4  6871.0 - - - - - - 109:9.5
1984-85 6024 .4 5220.6 3628. 3 - - - 11845. - - - 4564 7
1985-86 5444.4 5026.7 3628.3 - - 7420.2 - - - - _

e
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in Table 1I11-15, consist of 14 items. These costs, on the per ton basis, have
been down since 1932/83, primarily attributable to the shifting of some costs
to the dealers and to closing of godowns urider the NWMS. Further reduction in
BADC's marketing costs could be accomplished throuch additional closinag of pDrs

and organizational adjustments.

Future Fertilizer Use - GOB has set g fuodarain production target of
20.7 millicn MT by the end of the Third Five Year Plan (1985/86-1929-90) which
requires an annual qrowth rate of 5.2 percent.  In order to achieve this
target GOB has stresscd the importance of irrigaticn, HYV sccid, agricultural
credit, land use by crop and fertilizer. Table I11-1¢ shows targeted agricul-
tural credit, land use (by major crop), irrigation (by major device), and
distribution of HYV ceed, which are needed to help achieve the foodgrein produc-
tion target. Toble 1TI-1 shows the annual targets for fertilizer use nceded
under the Third Five Year Plan (TFYP). 1In order to meet the foodgrain produc-
tion target, fertilizer use in the country must reach 18.85 lakh MT by 1989/90),
with an annual compound growth rate of £.4 percent over 1984/85. 0On an
individual product basis, the annual growth rate for use of urea must be 7.7
percent while those of TSP and MP must be 9.9 percent and 8.9 percent
respectively. These targeted growth rates are low relative to what might be
recommended agronomically but they are considered reasonable in light of fecent
sales trends and can be achieved provided that several factors work out as

planned. These factors include increased knowledge about fertilizer use by

farmers, adequate credit for tfarmers, the“amp]e supply of fi.tilizer at the
nat.onal level, timely availability of fertilizer to farmers through an efficient

distribution system, and favorable input/output ratios.

Sales Projections - Fertilizer sales projections have been made by
BADC, USAID, and IFDC for 1985/86 through 1989-90. Projections made by BADC,
USAID, and IFDC are presented in Table III- 18, Table III- 10 & Table II1-20 )
féspectively. BADC prepared projections based on past experience and projected
sales are slightly below the TFYP targets. Proincted sales for 1987/88 may be
overly optimistic but achievable if a competitive free market system is
implemented and adequate credit is made available to the system. USAID made
projections for the period 1983/84-1987/88 during the preparation of FDI 1II

project paper (1984). Its projections were based on the annual compound growth



Table T1I-15.

In-Councry Marketing Costs of Fertilizer

o 1980-81 1981~82 1982-83 12983-84 1984-85 1585-86
costs Tk/Ton % Tk/Ton % Tk/Ton % Tk/Ton % Tk/Ton % Tk/Ton %
L. Movement & 216.2 52.6 301.6 53.1 322.5  48.8 312.0 57.2 314.8 63.6 371.8 66.1
handling
2. Staff pay 41.2 10.1 61.8 11.3 62.3 9.4 59.9 11.90 -53.1 9.9 54.8 9.7
allowance
3. Overhead 72.0 17.5 104.0 19.0 83.6 14.2 108.5 19.9 81.4 15.2 57.7 10.3
4. Establishment 8.3 2.0 9.5 1.7 9.8 1.5 9.7 1.8 15.7 2.9 8.9 1.8
cost
5. Godown rent 10.0 2.4 12.1 2.2 15.7 2.4 7.5 1.4 4.9 0.9 3.5 0.6
6. Physical )
verification 1.3 0.3 2.0 0.4 1.1 0.2 2.5 0.5 1.7 0.3 0.2 -
& re-bagging
. Cost of Dunnage 1.2 0.3 0.7 0.1 0.1 - 0.4 0.1 - - - -
& tarpulin
8. Repalr & 1.7 0.4 5.6 1.0 3.2 0.5 3.3 0.6 3.9 0.7 3.0 0.5
Malntenance
9. Stock losses 1G. 4 2.5 15.0 2.7 15.0 2.3 15.0 2.8 - - - -
10. Publicity, 3.0 0.7 3.2 0.6 5.5 0.8 4.4 0.8 6.3 1.2 1.4 0.2
promotion &£ )
training
11. Interest on 36.0 8.8 25.0 4.5 100.5 15.2 15.8 2.9 9.6 1.8 60.0. 10.8
working capital
12.  Cap tal 5.0 1.2 6.7 1.2 6.1 0.9 6.0 1.0 3.5 0.7 - -
depreciation
1z, Maerine insdrance 5.0 1.2 0.2 - 25.4 3.8 0.2 - 15.3 2.8 - -
Sub-Total (Distribu- 411.3 100.0 £47.4 100.0 660.8 100.0 545.2 100.0 537.2 100.0 562.3 100.0

tion)

oL

(continued)



Table III-15

(Continued)

Costs 1980-81 1981-82 1982-83 1983-84 18R84-85 1985-86
Tk/Ton % Tk/Ton Tk/Ton %, TR/ N 7 Tk, Ton % Tk /Toen 1
-

14. Dealer's 208.3 - 235.1 300.0 - 290.0 - 212.8  _  273.2 -
Commission

15. Total Marketing 6i9.6 - 782.5 960.8 - 835.2 - 750.0 - 835.5 -
Cost

Quantity Distributed 875179 - 829323 968418 - 1129060 - 1260220 - - -

in Tons

Quantity procured - - - - - - - - - 1513695 -

in Tons

~1

<1



Table III-16.
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Targets for Agricultural Credit, Land Use by Crop, JIrrigation

by Device, HYV See=d Distribution Under the Third Five Year Plan

A. Agricultural Credit

B, Lana

Crops

Tea

Irrigation equipment
Otners

sub-Totzal '"Al

Lse by Major Crop

i)
ii)
Ciii)
iv)
v)
vi)
vii)
viii)
ix)
®)

C. Irrigation by Major Levice

Aus

Lman

Boro
Wheat
Jute
Sugarcane
Potato
Mustard
Lentil
Cotton

Sub-Total 'B!

i)

ii)

iii)

D. HYV Seed Distribution Target

Surfacewater: irrigation

LLP

Upazilla project
Traditional
Gravity flow

Sub-Total C(i)

Groundwater irrigation

HTW
STW
DTW

Sub-Total C(ii)

Command area development

Sub-Total C(i-iii)

i)
ii)
iii)
iv)

Paddy
Wheat
Potato
Jute

Totail

Unit

Th.in
Crores

In Million Zcres

In Lakh
Acres

'‘000' Tons

Base Year

Target Year

ANTilia s

Growth

1984/85 19ea/a0  kate (%)
G206 14G4 15.50
3 40 3.30
145 343 18.80
326 62¢ 14.30
1131 2483 17.00
7.26 7.2 -
14.12 14.4 -
3.00 3.85 5.30
1.62 2.35 7.75
1.49 1.50 0.10
0.41 0.45 1.50
0.27 0.30 2.10
0.73 0.80 1.90
0.74 0.80 1.80
0.04 0.15 30.00
29.68 31.80 1.40
17.60 21.00 2.60
- 3.45 -
8.50 8.0 ~1.20
4.75 14.94 25.80
{
30.85 47.39 8.90
0.90 1.35 8.40
19.25 25.00 5.40
10.20 . 18.00 12.00
30.35 44 .35 7.9
- 4.70 -
61.20 96.44 9.5
3.28 10.30 25.70
19.52 27.60 7.20
4.0l . 4.90 2.01
1.24 3.00 20.00
27.65 44,90 10.18




Table IITI-17. Fertilizer Use Target Under the Third Five Year Flan
('000"' Metric Ton)

Base Year The Third Five Year Plan Period Annual

Fertilizer 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 Total Growth Rate
1. Urea 632 896 365 1035 1112 1206 5225 7.7

2. TsP 346 380 418 459 505 554 2216 9.0

3. MP 69 75 82 89 Q5 105 447 &.9

4. Others 13 : 14 15 17 18 20 84 6.8

5. Total 1260 1365 1480 1604 1738 1885 &072 8.4

6. Application 44 49 53 57 63 68

rate Kg/
hectare of
nutrient




Table III-18.BADC'S Fertilizer Sales Projections for Bangladesh, 1985/86-1939/90
('0O00' Metric Ton)

Actual Projections Annual

Fertilizer 1984/85 1985/86 1986/87 1987/28 1988/89 17R2/120 Total Growth Rate
l. Uree 832 850 835 980 1040 1080 4345 5.38
2. TSP 346 360 360 436 4455 525 2146 8.94
3. MF 69 70 70 80 Qo a5 405 6.76
4. Others 13 4 - 4 5 5 18 -8.80
5. Total , 1260 1248 1325 1500 1600 1705 7414 3.32
6. Per hectare

application

rate in

nutrient Kg. 44.0 47.0 48.0 54.0 58.0 62.0
7. Percentage

of required -23.3 31.3 32.0 36.0 38.7 41.3

potential

application

rate.

08

Table III-19. USAID's Fertilizer Sales Projections, 1985/86-1989/90.
('000' Metric Ton)

Nutrient Application

Year N p205 K20 Total Urea TSP MP Total Kg/tlactare
1985/86 381 . 166 39 586 830 360 65 1255 460
1986/87 412 181 42 635 8956 394 70 1360 49.0
1987/88 445 197 46 688 968 428 76 1472 54.0
1988/89 480 215 50 745 1044 467 83 1594 58.0
1989/90 51¢ 230 55 808 1128 50¢9 21 1728 63.0
Total 2237 9903 232 3462 4866 2158 385 7409 54.0




Table II1I1.20.

IFbC's Fertilizer Sales Projections, 1986/87-1989/90

Product

Crop Season

Year Urea TSP M¢ Others  Total Aus  Aman | Boro  Total
1985/8¢ 795 297 60 4 1156 193 362 601 1156
(Actual)

1986-87 890 350 70 1315 196 405 714 1315
1967-38 950 375 75 5 1405 199 412 794 140¢
1988-&9 1010 410 82 8 1510 208 457 845 151
1989-90 1075 450 90 10 1025 230 500 895 1625
Total 4720 1882 377 32 7011 1026 2136 3849 7011
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rates of 8 percent for N, 9 percent for P305 . and 9 percent for KvO over the

tase year 1982/83. Using the same growth rates, 1FDC extended the USAID
projections to 1464/90.  USAID's projections were based on a broad GOPR policy
to cultivate & Trec comperitive fertiliver movketing svstem in Bangladesh under

\

FOT 11, however, these progoctions may be optimistic because of delay in

b

wlementation of YD1 11 by LADU.  Ziter having reviewed projections male by

[
et

EADC ond USAID, IPDC node 1ts own projecticns bazsed on the following

assuaptions:

a) Irrigation facilities and distribution of HYV secds will be expanded
as planned.

b) A competitive free market svstem for fertilizer marketing will be
established in two  noces. Fhase 1 is to open TDPs, reduce PhPs,
and allow the dealers' lifting of fertilizer from factories and
ports. Fhase I 1is to allow dircct imports of fertilizer by private
sector.

c) Adequate credit facilities will be made available to fertilizer
dealers and {armers for fertilizer purchases.

d) Adequate and timelv suprly to farmcers will be maintained.

e) Farmers' knowledge on fertilization know-how will he enhanced through
Agricultural Extension of GOk nd through the competitive free market

system (fertilizer wholesalers).
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CHAPTER-TIV

FERTILIZER CEEDIT

FDI-II seeks to expand the role of the private sector in large fertilizer
wholesaling, competitive private procurement of fertilizer, rationalization of
fertilicer pricec, fertilizer dealer development, and fertilizer sales promotion.

To achieve these gouls, the project fund (USSEH million) will be used te finance:

1. Credit programe for fertilizer wholesalers and retailers
and/~r fertilicer imports.
2. Technical assistance and training.

3. Infrast—-turael imnprovements to ease physical constraints in the

distri <srion network of fertilizer wholesalers.

During the life of FDI-11, fertilizer retailers and wholesalers of all
sizes will need commercial credit. Therefore, a major pcrtion of project fund
is designated for distribution of credit to all categories of dealers and
allocatzd to the Bangladesh Bank for use as a refinance fund within the frame-
work of sound banking practices. The FDI-II funding will serve to expand the

available credit exclusively for fertilizer purchases.

Of the total projecc fund, US$13 million is stipulated as soft loan while
US$52 million is grant. The project financial plan for USAID funding is as

follows :

us Dollgzg

Credit program/imports ‘ 44,000,000
Construction and A&E sources 5,950,000
Technical assistance 4,125,000
Training, equipment, survey & evaluation 1,175,000
Contingencies _9,950,000

Total USS 65,000,000

The financial plan is illustrative and subject to change. The total project

cost estimate and financial plan is given in Appendix TV-A.
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A maior portion of proiject fund taractted for dealer credit progrea cignifies

(-

greater importance for credit to be midce aveilable to Tortiliver dealers for trade

financing as @ short-tern commercial credit.  This credit differs from aaricultural

and other tv it eutonded [ren other sourcces oy commercial banns.  Aroord-

co been ylaoed on nee o thiis oredin e short-torn loany (xelusively

for fer=ilicer trode) te be channeled thoouagh naticn sl commercizl bonke and Lanala-
dech Foichi Pann.  These buanrs will be authorized to rediscount ihe loang rnade to

fertiliver retoitere/wholesslare, under too refinnnce rrouram of the FHanglaaoest
The developrens of o gonecial refinancing system will be necessary to ensure
hat the FDI-11 prodect fund will be used exclusively for fertiliner trade and that

the WII-31 Totne will bLe conpotitive with other available commercial or refinancing

Past Fackground Un Fertiliver Credit

After (then EFADC)  assumed the nation's fertilizer marketing and distribution
responsibilities, Denlers at village and thana Jevels entered the fertilizer busi-
ness for the first time. TFor the implementation of & fertilizer sules drive the
GOE ini-oduced the “Grow More Food" campsign, BADC launched o sales drive in the
selected 4 areans of Chittunonyg, Comille, Bogr:, and Kijshahil in I 2 /64, ander the
sales drive, @ price discount of 6.025 percent woes allowed. The results of tne
sales drive was spectacular & | achievement was over 101 ypercent ac shown in

Table IV-1 and Table IV-? (Comparative sales figures of 1960 /02 and 1903/04) .

With a gradual incrense in subseguent years, the salec drive was abandoned
by BADC partially ‘due tc financial stringency and complacency but BALC continued
to move forward achieving sales targets and boosting sales without any tangible
financial support or incentive other.than "raccavi" leoans® which were extended

especially for the distressed farmers.

* Taccavi loan was only loan av:ilable in undivided India for distribution in
areas affected by flood, drought, and other natural calamities. This was
inherited in the country and continued as guasi-political agricultural loan
until emergence of Bangladesh Bank.
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Table IV-1 Region-wise Fertilizer Szles for'1362/83

_ (In Lona Ton)
S1
No. ' District Urea TES SP MP AS Total
1. Chaka 5,131 482 146 432 7 6,271
2. Faridpur 316 135 7 103 219 773
3. Mvmer.singh 1,859 15 205 15 294 2,388
4. Kisnoreganj 3,137 47 1 9 102 3,296
5. Tangaill - - - - - -
6. Chittagong 9,979 286 236 133 256 1u,881
7. Chittagong ¥ill Tracts 282 79 3 6 28 389
8. Noakhali 1,983 116 15 33 178 2,325
9. Comilla 4,914 226 1 48 74 5,263
10. Sylhet 650 96 363 190 173 1,512
11. Rajshahi 2,451 406 19 93 397 3,366
"2 Dina jpur 1,346 449 4 102 396 2,297
~3. Rangpur 1,068 287 - 130 239 2,344
14. Pabna 509 56 1 39 106 T2
15. Bogra 3,505 71 4 26 727 4,333
16. Xhulna 1,377 91 - 32 17 1,217
17. Jessore 733 62 z 3 206 1,007
18. Kushtia 799 127 - 6 50 892
19. Barisal ) 840 59 14 14 1 924
20. Patuakhali - - - - - -
TOTAL: 41,122 3,081 1,021 1,405 3,531 50,160
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Table IV-2 FKeagicr-wise Fertilizer Sales for 1963/64

(In Long Ton)
S1.
W District Urea TSP SE MP 1S Total
1. Dhaka 5,827 2,055 34 265 15 6,196
2. Faridpur 645 449 33 217 8 1,422
3. Mymensingh 6,067 1.179 1 135 1z 394
4. Xishoreganij 7,506 1,585 16 97 - 9,204
5. Tangail - - - - - -
6. Cnittagong 10,925 2,003 51 140 - 13,119
7. Chittauong Hiil Traccs 487 249 1 24 1 753
8. Noakhali 5,430 2,091 62 487 8 8,078
9. Comilla 6,821 1,708 - 164 - 8,693
10. Sylhet 1,781 947 11 144 14 2,897
11. Rajshahi 7,019 2,719 525 694 33 19,690
12. Dinajpur 2,631 1,588 15 263 191 4,688
13. Rangpur 4,201 1,804 25 409 68 6,537
14. Pabna 2,069 683 11 138 67 2,968
15. Bogra 5,105 707 2 96 4 5,914
16. Khulna 1,782 296 - 67 5 2,150
17. Jessore ] 2,336 1,065 - 24 54 3,479
18. Kushtia 1,894 920 - 38 5 2,927
19 Barisal | 2,425 876 - 16 - 3,317
20. Patuakhali - - - - - -
TOTAL 74,951 22,985 487 3,418 555 102,396
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Taccavi Loan - The Government used to distribute this loan, at a nominal

rate of interest, to the farmers who were affected by natural calamities such
as flood and draught. Most of this loan remained unrecovered for vears because
of tiie Government's relustance to take appropriate measures for recovery. It
created z bad precedent and miy have influenced Tarmer Lehaviour or subsequent
loans. The Taoo vl oo roor an woas aiminictered Dvothe Deputy Commicsicners in

the Districte. FPormerc were allowed credit slipe for liftinc “ertilizer on
preiuction recermendrtions from the dealers. The farmers whe received the loan
would present the slip to their nearby dealers and get fertilizer as per the
amount sancticned on the credit slip. The dealer, after delivery, would present

the slip to BADC and take delivery of fertilizer cupplied on credit.

Supervised Credit

Under ine "Grow More Food Campaign" of the Government, a package credit
arrangement was mide for cultivation of High Yielding Variety (HYV) paddy during
the winter season of 1967/68. To ensure balanced fertilizer application in the
irrigated fields, @ supervised credit program as a package loan to farmers was
provided during the winter scasons. Fertilizer was the important compcnent of

the package loan along with other agricultural inputs.

In an effort .o assurc adequate use of balanced fertilizer to increase food
production particularly in the irrigated areas where HYV paddy were cultivated,
the credit package was arranged to extend in-kind and cash credit to small far-
mers. Under this arrangement, BALC (the then EPADC) had arranged with the
Agricultural Development Benk of Pakistan (ADBP) a loan ceiling of upto Rs.330
million. This was the firs* time credit was extended to the farmers linked with
agricultural inputs partly in—kindﬁ This credit was termed supervised credit.
Both officials of BADC and ADBP were responsible for the supervision of the
credit disbursement. The quantun of total disbursement of credits for fertilizer
under the supervised credit system was disappointing, first-year total disburse-

ment was as follows:

a. Loan In-Kind - Rs, 3.06 millions
b. Loan In-Cash -~ Rs. 0.71 millions
Total -~ Rs. 3.77 millions

The program, however, continued officially thru 1968/69.
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Reasons for discontinuation of this program are identified as :

1. ILack of co-operation on the part of ADBF officials.

2. Imposition of numbers of cmiarcoes.on dlstribution of loans
viz., disallowing new Joan below Es
of further louns to &1l types of ae

50.00 and rejecticn
aulters.

e

5

felay in processine louns applications.

3. TInordinute

4. High percentace of defaulrers.

One of th= important facters for the recovery failure was that the loan
was intended and disbursed to mirginal and small farmers for borrowing in-liind
credit of ceecds and fertilirzer and other inpuis to improve their socio-cconomic
pecition nlong with o small portion in cash to meet other expenses for bhoro

cultivation. To meet costo of

cther ies, cuch as social Tance-
tions, marriage ana cther day to day family consumptions, the small farmer often
sold tne inputs received in-hkind to larae farmers or to the dealerce in cash at
reduced prices. As a result, these loans did not help their agricultural pro-

ductior, no income wos derived for improvement of their cceonomic conditions, the

was multiplied, and thelr loans heoame overdue and

jos
O
}
.
e
o
)

burden c¢f their lial
firalilv nhad Lo be written off as ‘bad debt. One could deduce from this that the

term superv.sed credit was nol accurate

Cecoperative Credit

In addition to supervised credit, BADC alsu simultaneously arranged short-
term loans through the Cooperative Directorate. The loans under cooperatives werc
distributed in-kind in the form of fertilizer, seeds, water pump etc. This

program started from first of June, 1968.

Ffom the statistics available in the Sales Division of BADC, it shows that
through June 30, 1986 fertilizer(value at Tk 7.86 millions) has been distributed
under the cocperative locans of which Tk .2.92 millions have been recovered leaving
an accumulated overduc of Th 3.90 milliong. The percentage »f overdue is about 49t
of total amcurt distrihuted. But fertilize: distributed under cooperative loans,
in terms of total volumes of the sales in financiral fiqures, comes to about 1%

thereby having an insignificant effect on total fertilizer sales.
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Institutional Agricultural Production Credit

Under the Government's agricultural credit policy various institutions
such as BKB, Cooperative Bauks and Coummercial Fanke participated in dispensing
credit and providing {inancial services to the ruraed peopls, including farmers.
During 1276/77, a specind agricultural credit prouram totalinag 1 billion taka
for irrigaticn credit in rural areas was launched by the Sovernrmont. Lpart from

disbursinc credit under SACP, commercial binke, BEL and IKDI (PEDB) carrie

C

T 4

their own credit operations simultanecusly. 7 snall portion of their credit fundes
was utilized for the purchuse of fertilizer and other inputs by farmers while

the mojor portion wont Tor other aaricultural needs viz., for agricultural imple-
mente, punthase of animals, estaplisiment of duiry and poultry foyme, ponds fish-

eries eto. Ko such credits were made available te the dealers for purchase of

O

fertilizers.

rertilizer Distribution Credit

The Government, has encouraged institutional credit to improve the
agricultural sector recently, however non-institutional credit has continuedq to
serve a major role. An average of 85% of the total credit requirements in rural
areas,at a very high rate of interest,was met from non-institutional sources for
both agricultural and non-agricultural purposes*. To mitigate the situation and
to make credit available to finance fertilizer purchases, a country-wide credit
predram fer purchase of fertilizer by wholesale dealers was introduced at the
end of 1982 by BADC. This program was referred to as BADC dealers' In-kind
Program and made accessible to Thana wholesale dealers upon meeting certain cri-

teria. The main features of the program were as follows:

1. Credit was granted In-Kind against a bank guarantee on a
revolving basis and turned over a number of times within
the validity period of the bank guarantee.

2, Credit was granted for purchase of 15 to 25 M/Tons of fertilizer
within the credit limit of Tk. One lakh (one hundred thousand).

. The credit was granted against the bank guarantee received from
scheduled banks. Wholesalers were required to make full pavment
of outstanding balances to BADC before purchasing any additional
fertilizer from BADC.

* Source - Bangladesh Bank's papers on rural credits.
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3. The "In-Kind Credit Program" provided interest-free loans for G0 days
from the date of lifting but any extension beyond 60 days reguired
approval ard wa:z subject to interest at 5% per month. No credit was
to be guaranteed for a period of 60 days prior to the expiration of
bank guarantee.

This program was withdrawn by BADC in Octcober, 1984 in order to minimize
the financial burden and teo overcome the crisis of fertilizer shortaae.

This In-Kind Credit Srstem started slowly. Only a cmall porition of BAIC!s

total fertilizer sules wore made Loainot the lo.ns Gronted (Ghout D00 arplications
received by December, 1983). The difficulties in utilizing the loane Trom tho
In-¥in¢ Tertilizer DRistributicn Credit jprocran cooured o o oresclt of institu-
ticonal sources reluctance to provide Lank gunr tec: viher constrainte to use
of In-Kind credit by the dealers was their lack of proccadura] hnowledoe anae their
easy accessibility of loans thru lozal money lenders, eotc. lowever, the recovery
position of the loans granted under In-kind Credit was superior to most other

acriculture credit schemes standing at about 90% recovery.

To popularize and boost fertilizers sales in line with the Government's
"Grow Morz Food Campaign" credits/loans were available mostly in integrated pack-
ages for fertilizer and inputs such as seed, pump, tillers, tractors and tubewells,
except for wholesalers credit against bank gquarantees. The realisation positions
as worked out from a consolidated statenent prepared by BADC's MS&S Division upto

June 30, 1986 depict the following position.

Distributicn of fertilizer under Institutional
Credits upto 30-G-86 (as obtained from Sales Division)

Si. Total amount Total amount Fercentage
No. Types of loans distributed realised Overdues of recovery
1. Taccavi 307,968 - 307,968 0%

2 Supervised credits 74,048,298 60,456,017 13,592,284 81.6%
3. Cooperatives 7,858,950 3,953,936 3,905,010 50.3%
4. Bank Guarantee 1,725,642 1,710,642 15, 000 90.1%

* Figures are apparently mistaken. IFNC -dredit analysis conducted for the
period of July, 1985 to 30th June, 1986 indicates that during the period
Tk 7,140,985 has been distributed as credit against bank guarantee & including
opening balance of credit due as on July 1, 1985. Tk 17,913,415 leaving a
closing balance Tk4,516,770 millions. The percentage of the realisation of

credit against bank guarantee, therefore, is 75%.
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FDI-I1 Credit Program (present status)

FDI-II project became effective as of August, 1984 since ther, two amend-
mente have been made, Znendment No. 1 dated November 27, 1985 and amendment No.2

dated July 31, 198¢.

Comsequent upon prolject humendment No. 1 and fulfilment of conditions pre-
cedent to disbursement of project funds in pursuance to Articles & of the project
agreement, first vear's ablication of USS14 million - USS1 million in grant funds
for technical assistance and remazining US$12 millions in loan funds are committed

for release through PIL No. 1 dited Decenber 2, 1985,

In-Kind Credit Loan Fund (US$13 millions)

In pursuance to project implementation letter No. (PIL/1) for withdrawal of
US$13 million loan funds, detailed procedures have evolved with the assitance of
IFDC in consultation with Bangladesh Bank, MOA and MOF. Agreed procedures have
been approved after a series of meetings and discussions held at the level of
Minister of Agricglture, Presidential Adviser for Finance, Secretaries, Ministry

of Agriculture and External Resources Division,and USAID.
Procedures outlined agreed upon by USAID are as follows:

1. The Bangladesh Bank will set up a local currency non-interest bearing
" In-Kind Credit account in the name of BADC either in the Bank 'z
Agriculture Credit Department or General Banking Department, or with
any commercial bank nominated by BADC, as agreed between BADC and the

Bangladesh Bank.

2. BADC will grant In-Kind Credit to fertilizer dealers for fertilizer
offtakesvagainst a bank gﬁarantee(or other suitable security). which
will be valid for a period of one year from the date of issue. The
credit minimum will be 20 metric tons of fertilizers, in any combina-
tion requested by the dealer. The BADC's Regional Manager (Fertilizer),
who issues the sanction order for the credit, indicates the location
of the PDP from which the dealer is to 1ift the fertilizer. Credit
must be repaid in sixty days, including a service charge. Five per-
cent per month simple interest will be charged for any past due
credit. If no applicétion for extension over 60 days is made, the

bank guarantee will be encashed on 61st day. No new credit applications



will be processed before all prior credit has been paid and no
new credit will be provided if an applicant's prior bank guarantee
was encashed.

3. Reflows of principal, interest, service charges and encashment of
bank guarantees will be placed in a revolvinag interest—bearing

account to continue the In-Kind Credit Frogram.

Other operational procedures are as follows

1. Us$13 million to suppeort BADC in-kind credit program will be
scft loan fund.

2. USAID continues to support the in-kind credit program managed by BADC.

3. The Bangladesh Government will establish a fund in BADC to support
in-kiné credit.

4. USAID will tranche reimbursement to Bangladesh Government for
establishing the in-kind credit program in BADC for the FDI-IT
loan fund.

5. Tranches should follow granting credit for all wholesaler/retailers
credit applications and fertilizer sales.

6. BADC's cost for the fund will be identical to that USAID charges to
Bangladesh Government under FDI-II loan. -

7. . BADC's fund for credit program will not be interest-earning until
it is rolled over.

8. Remaining credit allocations from the FDI-II fund should be used by banks

to establish commercial credit, for large wholesale fertilizer dealers.

The fund earmarked for in-kind credit was cleared and Project Implementa-
tion Letter (PIL/2) dated August 14, 1986 was issued. Unfortunately the clearance
of the PIL by the Government took considerable time and it was finally cleared on
January 5, 1987. For withdfawal of fund under PIL/2, a fund required to be estab-
lished by Bangladesh Government in favour of BADC initially was moved from the

Ministry of Agriculture to the Ministry of .Finance. The Ministry of Finance,

however, suggested to avail cash credit facility with Agrani Bank if necessary with
the guarantee of the Government instead of establishing the fund for BADC from the
Government's own resources and socught the opinion of the Bangladesh Bank and the
Ministry of Agriculture to the proposition. Bangladesh Bank agreed to the proposal
and communicated its decision to the Goverrnment. BADC could not agree to that

proposition and declined to accept the proposal of the Ministry cf FTinance on the
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apprehension of involvement of interest in the process. As &

result, clearance from the Ministry oi Agriculture on the proposition was held
up and created a stalemate in the reimbursement of the first tranche of US$3
millions from the US$13 millicns pledged for BADC's in-kind credit operation.
The fund, thouul: released f[or operation, is actually noc available at this

and the revolving bonk

stage even thouat L0 povocedural stens were completod

account with the desiunated honk (Aarand boanh) wae orews .

In anticipetion of the funds being released, BADC formally launched the
program and extended in-kind fertilizer credit facility to the dealers becining
1 June, 1986. The program is continuing and the following achievements have
been made up to March, 1987

Report on "In-kind Credit Program
(June, 198t to March, 1987)

Sl. Total
No. kRegion No. B.G. FDR (In Lakh Taka)
1. Dhaka 47 45 2(2.80500) 88.05500
2. Kishoreganj 6 6 - 11.50

3. Jamalpur 10 7 3(3.00) 10.50

4. Mymensingh 1 1 - 0.39700
5. Tangail 8 8 - 11.00

6. Chittagong 3 2 1(2.26250) 5.99972
7. Chittagong Hill Tracts - - - 0]

8. Bandarban ' - - - -

9. Noakhali 1 1 R - 2.00
10. Comilla 7 5 2( .30) 8.66
11. Rajshahi 1 1 - 1.20
12. Dina jpur - - - -

13. Rangpur 7 4 3(2..50) 5.77
14. Bogra 19 10 9(8.89) . 19.49
15. Pabna 2 2 - 2.00
16. Khulna 4 3 1(1.00) 6.30
17. Barisal .3 3 - 2.50
18. Patuakhali 1 1 - 2.25
19. Jessore 9 9 - 16 .72500
20. Kushtia 2 2 - 1.80
21. Sylhet 2 2 1(1.00) 3.00

22 Faridpur 2 L2 - 2.00
Total 5 113

=2
W

22(23.,7550) 201.03672

Only 22 FDR were assigned as per PIL/2 evolved system favouring BADC as
colateral quarantee of the credit. The percentage of credit availed of by the

dealers in comparison with number of dealers seems negligible (0.67%).
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It is anticipated that the program would be effective in supporting to

credit needs of wholesale dealers, however the following constraints will have

to be addressed :

a) Lack of information about program.

b) Formalities required to obtain a bank guarantee from the banks are
cumbersome and denuﬁd for colateral excéssive.

c) Dealers have inadequate knowledge about the benefits of the in-kind
credit program. -

d) BADC's field officials might not ba supporting this program.

e) Projecf fund obligated for the in-kind credit program reeds to be drawn.

These reasons were cited based on recent discussions with a few dealers
st the BADC's Dealer Training Center. VFor the prograr. to be successfully
implemented, these nroblems woul:l have to be removed. Also, the program should
be provagated and explained to the dealers mere fully ard formalities for obtain-

ing the bank qguarantee must be simpliried. The following action is reconmended:

a. The ready fund for reimbursement by USAID should be drawn and placed.
in the revolving account with Agrani Bank to speed up the system
so that the financial burden to BADC can be eliminated.

b. BADC's Regional Managers sheuld prepare to take prompt actions in
processing loan applicaticns and exrtend their support to prospective
dealers ifor cbtaining the bank guaranteo.

c. Formalities fcv obtaining guarantee Crom scheduled commercial banks and

5

requirerents for ~olateral securities by banks in issuing the bank

guarantea should be simglitied and the margin reqguired for the bank

d. The initiil -urgin Zor che barn: gquirantos sinculd be limited to a
maximum of 1D percent 27 the Juiraings?.

e. No lcan sl te mele within =he w2lid period of the

guarintea{i.e. one year!.
£. Interest rate rfor the guarantee should be minimum and should not
exceed a mawimum of 13 percent including bank's service charge.

g. Dealers shculd be motivated to opena ban:x

with commercial
banks so that the bank's will bhe satisitied with oradit worthinnss
of the dealers who intend to awvail credit facilities through bank

guarantees.
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h. Ppublicity should be through newspapers, circulars and leaflets.

i. BADC's dealers training program should include a topic on the
in-kind credit to explain to the dealers, the advan:ages and
methodologies involved in obtaining the in-kind credit.

j. Brochures should be prepared and distributed to the dealers and

others interested parties, regarding the in-kind credit program.

IFDC's credit and finance unit will extend its support in achieving BADC's

desired goals and shall assist development or the quidelines.

Action Plan for the In-Kind Credit Program

IFCC's credit and finance unit(In cooperation with BADC), to modify the

procedures already develosped further as soon as the tfund for the in-kind credit

program 1is drawn. The actlon plan includes the following:

a. Develop and modify detailed procedures and formats for withdrawal
and adjustment of funds in the revolving account and -help BADC
submit quarterly progress reports to USAID according to procedures

outlined by USAID/Dhaka vide para C of PIL/2.

b. Assist BALC's MS&S Division and Accounts Division for creation of
Cell and to nelp them in preparation of statements of credit sales,
realisation of credit proceeds, service charge and penal interest
etc. for obtuining reirbursement.

c. Design formats for monitoring the progress of the in-kind credit
program and revolving fund operations.

d. Assist the designated bank in withrirawal of funds and in deposit of
the realised proceads (after rolling over to a special account for
discharging a DSL) and help solve problems, if any, that say come
up i1t the timg of implementaticn.

e. Assist BADC in abtaining the ‘vermnmenc orders to establish funJd/

cash credit IZacilicy for sperition of the in-kind credit program

J

to claim reisburserent from USALL.

joN

1

n

n
f. Study the following nrocedures in the field and Headquarters.
g. Evaluate all procedures vis-a-vis calculation of interest factors
and service charges.
h. Assist other units for the preparation of guidelines rela-ed to

credit.

1. Follow up and obtain feedback on the in-kind credit program.
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Commzrcial Credit

USAID in its letter dated May 20, 1986 has indicated that it plans to
obligate the second tranche of grant fund (USS$15 million) for fertilizer dealers,
tu be channeled through Bangladesh Buank, bangladesh Erishi Bank, national ised
commercial buanks and private banks. For this, the preoiect loan and grant aaree-
ment hac heen emended (Luendiment No. 2 dated 31st July, 1988). Utilisation

of the grant fund

[N

e sul jeot te fulfilment of conditions for release, which are

[SIN

currently being discucsed. ter decision by the Government and USAID, the
fund obligation will be finaliced and & PIL {for the purpese will be issued.
Before the issues nre resolved, and the induction of medium-and large-scale
wholesale dealers ic Finalized, development of procedures for the grant fund is
abscured. IFDC can undertake some ground work at this stage to suggest best
possible ways for utilization of this fund and to make the credit attractive to
the prospective dealers. The size of the credit to be required by the National
Fertilizer Distriblutors Association (NFDA) or larue-scale wholesale dealers in
future will depend upon the assessment of their credit reguirements when they
actually take over the fertilizer trade and upon their ability to handle the
volume cof the trade. Therefore, assessment of equity and credit requirements
for different catcgories of the dealers is pre-requisite for development of

effective procedures for credit.

For commercial credit, it is suggested that indepth studies of transporta-
tion and handling discounts be made when TDPs are allowed to operate. Discuss-
iéhs and dialogues with prospective large-and medium-scale wholesale. dealers
and commercial banks also should be undertaken to mould their views on formula-
tion of the procedures so that their views can be submitted to BADC and USAID

for consideration.

Furthermore, suggestions on modus-operandi regarding commercial credit

issues after discussions with BB, MOA, MOF, ERD and Banks.

. Interest factor.
Discounting and refinancing procedures.
Utilization of the fund by dealers and after their repayment.

Ministry of Finance's requlatory measures for utilization of the
grant fund by commercial banks vis-a-vis its reflows.
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For this purpose, interviews with the aforementioned agencies will le

«

made t« formulate the rec mmendctions on abnove 1950ues.

Irnoaddition to extending credit facility v prvivate seotr wholesale deal-
ers, assistance should be aiven in Tinancing fertilizer inport vothe dexlers and

possible constraints on importation of fertilizer i

=
o
<
:
o

mdividuals

should be addressed. Az financine of fertiliver impoerts by privite dealers

is lakely to come from forcian aid and grant to G0h, the procelursl stenps
recquired for such inrwris n o osorted out with BEED, MOV and poangliadoeh Bank

in order te extond essential helr Tor use of grants/aid by privete individuals.

The Miniectrv of Commerce, Controller of Export and Imports mayv alco need to be
involved in devicing thie jrocedure.  Purther actiones will be suauested after

issuance of PII, for cormmercial credit and obligation four the rem:ining project

funds and resolution cof conditions precedent reimbursement of USAID funds,
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APPENDIX IV-4

PRGJECT COST ESTIMATES AND FINANCIAL PLAN

Project Elements/ SAT GUB OTHERS
Inputs ¥X 1C C X TOTAL

Credit/Fertilizer N 44,000 598,900 450,000 1,092,900
Construction 5,200 9590 900 J 6,850
Technical Assistance 4,000 125 50 J 4,175
Training 300 50 50 J 490
Equipments 250 109 590 0 49
Survey, Evaluations,

Audits 400 75 59 9 525
Contingency (15%) 1,750 8,000 0 0 9,750
TOTAL 11,730 53,300 6OU,OJQ 1,115,000

459,000
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CHAPTER-V

DEALEFR. DEVELODMENT ND TRAINING

An eificient, balanced, and proper usa of fertilizer has a direct bearing
not only on the increuse in physical vield pev acre but also on the economic

returns to farmers from fertilizer use. One of the major wavs to expand the use

OIS

Bt tiwme in right cuantity Ly right method irn Bangladesh

of fertilizer at the righ

ig to proside triining and effective promotional activities at the farmer level

by the vast army of fertilizer dealers. Fertilizer dealers have & strong and
clese link with BADD and the {armers, and farmers must ke kept informed of the

bestv cultural rractices, new varieties, cropping patterns, fertilization know-how

cf thelr ecenonmic benefics.  With more than 1% million farmers

in Banalafesh and with o poory transpertetion infrastructure, it is rot practical
te expect the extensicn werkers of the Ministry of Acgriculture (MOR) and BADC
personnel per se to maintain contact with an appreciazble number of farmers and

to educate them. It is therefore, primarily the dealers who can vlay a vital role
in convincing the farmers to use efficient, balanced and proper fertilizer appli-
catiuis. There ara some 27,300 fertilizer dealers in the country, several times
the number of BADC field sales persoﬁnel and the MOA's field extension wcrkers.
These dealers have a strong financial incentives to see that the farmers' benefit
from ferpilizer use.. Howevelr, before the dealers can become effective catalysts
in promoting fertilizer use, they will have to acquire or enhance their knowledge
and skills in several aspects - fertilizer use, sales, handling, and storage;
business management; economic and financial analysis; market assessment; and
training methods. The dealersalsoneed to put their accuired knowledge and skills
to work. Dealers generally enjoy the confidence of farmers. Accordingly, if the
dealers are properly trained and métivated, they can influence the farmers in the
proper and profitable use of fertilizer. Realizing the critical role of the
dealers in future marketing of fertilizer in the cnuntry most effectively, BADC
formally introduced the Dealer Development and.Training program in April 1982,
Such @& program is especially significant timed when the country is set to culti-

vate greater private sector participation in marketing and distribution of

fertilizer in Bangladesh under FDI II.

The interest of BADC in dealer development and training dates back to
.1977. . Under the Agricultural In-ovts Project III (AIP IiI) BADC established a

committee to develop a trainirjy program and preliminary discussions were held
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ancd Us~Ih for assistance. During negotistion for ATP-T11, both

BADC and USAID carced that each would 'ear 50 percent of the costs for carrving

out the dealer wrizring progran, Upan corcament, 0570 000 spent in pro-
curing and printing troining materi: & G5, bYochures, Losters, leaflels,

flip charts, evc.  LALC rovuosted tne 1907 Training Coordinaror to visit
Bangladesl 1n mic-1070 to provide techinicn] arnistance in aealer training.  Sever-
al things were roco WILE yegards to dnplemenvation of denler training

activitlies. The IFDU Training Coordinator aeveloped o decler training format

witn brief summerdes of the topics that ouabt to be covered in o dealer trainis o

der traininag sominar ot BEADT'e Troining fnetiinte i, Modnupur was
Docaembry Dd=-30, 10017 with, 10 SubeeDivivion,) Monsaors (S0M) 7 Ty
and LY deaiors Trom 4 regions (0 o, Michoreaond, tangail,
and Jamelpur) particinoting., & sjml?a“ proavam wos held b 0000 ar the Fonolodesh
Agricultural rescarch Institvuve (BEAMD) §n Jovdebpur on Fepruary 23-25, lann,
with 10 SDMs, 7 'TIs and 26 declers from Favidpur and Dhals reglons attending,
These seminars welre extremely valuable in ident:Pication of dealer training needs

and in development of a avllabus for a full=fledoed training prooram to bLe held
later on. A& post-training survey on the subject seminm s indicated that u]iithe
dealers wno attended drew benefits from the seminars and Lhat more‘thun two-
thiras of the denlers increased their sales os o result of training.  Fertilizer
recommendations was the topic which benefited the dealers the most, followcd by
fertilizer application know-how, modern marketing management, proper storage
system, and demonstration plots. Additional follow-ups of the trained dealers
by IFDC suggested that all deczlers wanted BADC to distribute soil mops and
additional training cn technigues for designing a successful demonstration

plot. USAID's support for BaDC's dealer training activivies discontinued
temporarily as the iritial scope of FDI I did not budget for this activity.
However, dealer training was incd iied & subseauently incorporated in the FPDT 1
project amendment. in 1981, with emphasis on dealer credit, fertilizer use

tecnnology, and the fostering of dealer associations.

Dealer Development and Training Program (DD&T)

Per I¥DC's recommendation, BADC formally introduced the program in April,
1982 as a marketing tool for its fercilizer scheme. To execute the program, a

DDST unit was set up in BADC's MSS Division and necessary officers and staff were
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The objectives of the prograwm include:

a) Develop and lmplement EADC's ucaler tralining program to increase

b)

O

jo?

=

h)
i)
i)
k)

P-4

fertilizer product use and knowledas for hetter technical assistance

»

Pevelop ard Zmplement @ training program for BADC's trainers-.who, ip

turn, Traln

Develorn cour Tor the dealer's und trainer's training proaram.

Develop, projpare, print, ond distribute training materials to the

dealers and to BEADC's troiners.

Develop, prepare, print, ond distribute scles promotion materials to

the dealers and the Jormers tloough 's trainers.
[JRR T R v e e D g U S f et e asece 1y P e e
Formulcte e Lo Y IIMLUION g:Il«j GOUVCUT LS ng progransg und G:\‘L.u.ueﬂ I &Yiney

-~

scrvices Ly the dealers.

Impicment desler-focussed market developrient and customers service
progran.

Promote dealer's business management skills for maximization of profit.
Organize deoler/farmer sales mecting.

Develop and implement demonstration plots by dealers/farmers.

Organize training of retailers and Tarmers by wholesale dealers.

Coordinate with training-related and agricultural research institutions

such az, BEARC, BARI, BRRI, CERDI, DA, BRDB, BMDC, etc.

BADC's DD&T unit, with technicual assistance from I'DC, has carried out

the following activities:

A.

Traininag Activities

l. Trainer's Training - This program was to train BADC's dealer
trainars, the Dealer Trainina Officers (DTOs) and the Assistant
Dealer Training officers (ARTCs) in 20 reagions. In order

-to successfully implement a nation-wide dealer training program,
BADC realised early that it had to develop a group of BADC
trainers in the regions first. Thus a two-man team in each
region (i.e. 20 Assistant Regional Managers and 20 Inspectors)
was selected as DTOs and ADT0s. The trainer's training program
was designed to provide updated knowledge and skills for the

trainers in training techniques, training planning methodology,
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lesson plan prepzration, product rnowledae, business manaoeinent

agronomic application, promoticn, balanced i proper use of

fertilizer, use of audic-visual aide, fertilizer demonstration,

Tarmer's meeting, oand fiold Guva. The firei suol proaram

at DARL, Jdovdoiliauy, Septern =10, 19E2. The second procraen was
. he trirzg program was

arour di

scucsion,

ccle play and film show.

2. Dealer training - I two day prouran was aeveloped and has been
conducted monthly bv cach EADC trainer in the reaions.  fince  the

program was inivicted an 108D, 27,000 reaistered dGealers

(local wholesaler

mn

and retailers) have aonc throuab tralnina.  The
program was Czsigned to (1) enhance the deslere' lnewledae o
fertilizer use and their technical aseictance capailities for farmers,

(2)  prepare and implement the declers' market dovelepment and customer
service programs as well as the coles promotion and advertising
programz, (3) develop the dealers' business manacoement skilleg in

order to save costs and maximize profit, (4) forpulate and orcanize
Jdealer association and convention, and (5) help the dealers design

and implement demonstration plots with farmers. rReportedly, 1in

1985/86 therc were 16,007 reqistorc

A
1

local wholesalers and 40,204
registered retail dealers in the country, of which only about 1/3

were full-time active.

3. The Traininc¢ Planning WQrkshop — A workshop for BA.w s trainers and
marketing personnel was organised by BADC/FADINAP/IFDC and held at
Hotel Purbani, March 16-24, 1983. This workshop was to help participants
. develop lesson plans for use in dealer training and provide updated

knowledge on training planning and methods.

4. The In-country Fertilizer Marketing Management Training program for

Trainers - A special program fcr BADC trainers was held at Planning

and Development Academy in Nilkhet, Dhaka, in two separate batches



Rovember 19-30, 1986G. The program focused on fertilizer demand

t

forecasting, sales promoticn, training techniques, efficlent and

Tovuilioer, b

LR R T T Y S, FIFTR SR 3 - - . - - L S U S, - -
FabDC-pecicy relavionzhar, cte, HoCcCere o zZL00 10T svall sunported
- b el cred speciali

Mlanning Wvolorme

Entenslc nd Muroo

Lraining activities were involved, includine Jectures, {ilms, simulation
exzrcise, rcle plav, ceose studies, pancl discussions, croun cotivity work, .
and & field wrip,  The {ield trip provided oo opportunity for

grs Lo ahoerve ctuds roscwch farme, T tieldr, decley shons, soroe
service center, and scoil testing laboravory. This should help LARD

trainers organize field trips for the declers more cifectively and
systematically. Four BALC Regional Managers were invited as oLscervers
in eacn batch of the program in order to make the program mere

successiul.

E. Development and Promotional Activities

1. Preparation of training and promotional materials - posters booklets,
brochures, manuals, films, etc.
. Procurement of audio~-visual cquipment.
. Organisation of sales campuign by trained dealers.

. Formation of the dealers association.

2
3
4
5. Organisation of annual dealer meetinas.
6. Sunday briefing of dealeré at P is.

7. Introduction of the village adoption program at thana level.

8. Sharing of fertilizer materials required ior four demonstration

plots (about one-tenth of an acre per plot) in thana with farmers.

For training and promotional materials, an IFDC film, "Making the Most
of a Miracle" was dubbed in 1983, and two local films on fertilizer promotion,
"Dhan Shabuj Shawpna" and "Bhalo Fashaler Ashal Khata" were produced in 1984.
The IFDC fiilm stresses the necessity of all plant nutrients in maintenance and
improvement of crop yields. A flip chart on fertilizer application was developed

in 1982 and Audio-visual equipment was procured in 1983. Posters on organic
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manure, nitrogen, phosphorus, zinc, sulphur, and organic and inorganic
fertilizers were jprepared during 1982-87 and in some cases, werc reprinted. In

1983, fertilicer deoier wmonual wus developed in cooporation with IFLC Gl BARC

SRR o —wiie 1 iy 1noconneration with the Dopartument of
Soil Sarve e BARCL Duronps thie same ooy, LARI'c brochures on oinge and sulnhuar
Snd Lne Lrochure on Wil re rietrintoa, Tho omroonure on scil fertility s
Gomo drsiuncd enn oprivvec.  In TURd e Tertiliocor doemonstrotion manual,

nanual on decler training lesson sheet, woere propares and soil map, the dealer

manual, flip chort, and brochures on zinc, sulphur and rice were reprinted.
14 I Py

and @ poster on orcanic

and dnorusnic fertilizers was 19%0-57. 11l the traininc
and promotional matericls were distributed to the dealers and in some instonces,

to farmers through bADC's trainers and regional managers. One viliage adoption
program was introduced in one model villane in each thana but was suspended in
1984. A 50 percent sharing of fertilizere for 4 demonctration plots in cach

thana was also suspended.  The annual dealer meetings were organized in the regions

during 1982-86.

For formation of the decalers association, 1FDC, in consultation with BADC's

DD&T Unit, drafted a by-law for the preopesed association and the draft was sent
to BADC's Divisional and Regional Manacers in November, 1982 for their comments
and suggestions. Upon their comments wné suggestions, the by-law was revised

and submitted to BADC's board of Directers for theilr decision on formation of

the dealers association. Although the formal approval by BADC and GOE remains
pending, some dealers associations have been formed by the dealers at regional,
PDP, and thana (Upazillas) levels. The benefits for having such dealers

associations are several.

They facilitate conducting training of dealers and ultimately, training
of farmers by trained dealers. They help identify training needs for dealers
as well for farmers and facilitate market survey, technology transfer, new product
introduction, and sales proumotion by the dealers. They foster views, ideas, and

techniques on fertilizer promotion and use as well as training.



C. Evaluation and Follow-up :

Evaluatior ana follow up are @ must if the Dealer Development

arna
In

Training Program 18 aoine te hboe of any value., Evaluaticn helps BADC determine

the performance and oohicvements of the program. It helps EALRC dnprove proaranm

U

Py

objective and con

Tollow up activitices. An evaluation on

the procran wos made dndepeniontly b USATD in 1985 throuch ¢ reputed coneultane.

The stuly indicated that the DLAT proavaem has had o very pocitive impact on the

dealers' hnowledac on fertilizer and fertilizer solec.  Tic study also indicated
that the declere hoave had ¢ hiah dearce of enthuciarm tor Che wroaroam. In fact,

necrly G onorceent of tne dedlers whn hoave acne throual Lraind o erirecsod thely
deslre to attend @ reiresher cource and roporied thot thes oliod T
new information from traininag. ARlso, 58 percent of trained dealers obhated thot
they have increasea their fertilizer ooles oo o result of training. The scvudy
further indicated that those dealers who have not gone through training have

lost their business to trained dealers. The study clearly indicated that {farmers
did consult with trained dealers on fertilizer use and recommendations, and that

great number of non-users of fertilizer have become users after consultation.

The success of a dealer training program should be evaluated by turee

iteria. The first criterion is whether a dealer actually increcased his
knowledge and skill on fertilizer use and murketing. The second criterion is
whether a trained dealer actually disseminates useful informations to his fellow
farmers and sells more fertilizer. The third criterion is how well the program
is organized and conducted and how u trained dealer perceives the value of his
new knowledge to his job performance. These three types of evaluation are
essential in order to measure the success of the current program and provide the

basis for future program improvements.

Follow up is an indispensable activity which must be strengthened by BADC's
trainers. 1In order for BADC to get real value out of its dealer development and
training efforts, DTOs and ADTOs must follow up their dealer development and
training activities by visiting the dealer shops to determine if the knowledge and
skills gained by trained dealers have actually been pu: to work and whether they

have done something good for their current and potential customers. For example,
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BADC's trainers should assist trained dealers face to face in a diplomatic
manner, on use of posters, banners, flip chart, soil map, and dealer manual.

He should alsc observe how cffectively & dealer conducts the farmers' meeting,

demonstration, znd field days. And as needec, EADC's trainers shoul’d assist
1

the dealers in farmer's mceting, demonstration plots, and [ield days. For

follow up, BADC's trainers should ask the following guestions.
a) What new useful knowledge and skills has the dealer acquired through
training ?

b) How is the dealer using new knowledge and skills ?

c) What is the best method to use new knowledge and skills ?

d) What additional support would the dealer like from BADC ?

e) Are crop yields increasing in your area ?

The trainers should also reinforce the dealer's confidence and assist the
alers in use of training and sales promotion materials. Furthermore, the
ainers should exercise professional salesmanship when working with the dealers.

re specifically, the trainers should not argue with the dealers, but try to

isten and understand the dealer's point of view.
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The DD&T program has nad its impuct on trained dealers. However,

[
~+

1

algd has problems which need Lo he zolved.  The nroklems are .

&) Full-Tledged DTOe and ADTOs nave not keern nosted at regional

b)  DTOs and APTOs are freguently transierred.

c) Audic-visual eguipment like overhead projecror (OHP), slide

prajector (SP), mo

vie projector (MP), cte. which was supnlied to

DTOs and ALTOS hias not bzer Used properly in e dealer training class

VASTeD .

d) The cdealer training jrocram goes not start and finish on time and

procram schedule is not followed properly.
e) Dealers d@ not attend the training pregram or time and often, do

not know the rroaovan content.

f} Most speakers do not hand out lecture notes to the dealers ror
future reference.

g) Training of farmers by trained dealers could not be organized by
all trained dealers duc to lack of full support and follow up by

some BADC Recional Managers, DTOs and ADTOg.

h)  Farmers' Iield daye could not be oraanized due to lack of

inttiative follow we acrivities.,

et

i)  Follow up av wcesler shope oo 0d%g and RDTOg has occured rarely and

then not in & proplanned manner.

Jj) Promotional activities Lhrough trained dealers are not agetting due
attention in absence of proper suoport and follow up activities by
BADC's Reqgional Managers, DT, ant ADTOs.

k) Training and promotional materials supplied through DTOs and ADTOs
are not properly used by the dealers and displayed at dealer shops

due to lack of follow up activities.
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In order to help solve the above problems some recomnendations on
BADC's trainers, training programs/seminars, training aids, follow-up

activities, the dealers incentives, and the dealer cssociation are given as

follows

i
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1. Full time iobs for DTOs and permanently set up

in order to discharge training responsibilitios.

2. A new list of DIOs and ADTOs should le prepared and both DTOs
and ADTIe should be graduates in aaricultural scicnce. Thev
must alse have sound scademdc stondineg and interest in training.
Moreover, they must e aood communicators and hoave qood under -
standing of hunan behaviour o the poyvoholoay of teaching in a
given environment. They must be able Lo motivate the participants
and hold their interest during training., Once DTOs and ADTOs are
selected and trained, they should stay on the training job for 2

to 3 years.

3. The duties and responsibilities on DT0s and ADTOs should be

re-established and & clear job description be given.

4. Continuous training and study tour, Incountyry, should be given to
DTOs and ALTOs in order to update their hnowledae and skills.

5. The "Tiain the Trainers" workshop should continue to be held at

least once in a vear because it has been extremely useful.

6. A refresher course {or BADC's bLivisional Managers, Regilonal
Managers, DTOs, and ADTOs should be arranged to discuss and
overcome their problems pertaining to training and {ollow up
activities and to establish greater coordination in dealer

training in the regions.

B. Training Programs/Seminars

1. One or two day training courses at national level for leading

dealers (those who have an annual lifting capacity of 10,000 ton
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or more) may be held. This course should form on business
management skills and national/international market of fertilizer.
One or two day training coursce for relatively bic adealers (those

annual lscusos capacite o of 3,000 to 10,000 tona) mav

nig proarav snould forms on business manooorent ekills,

sales promction, salesmansbly, oot fertilizer nonaoenent practice.

Eotwo day trainine proarven for nediun cive Goalers (lecs tian
3,000 tons annual lifting capecity)may b o~ ffered,
should be coordinated threnal najer wholecalers and emrhagize

product knowledoe and fertilicor nonacoment sractioss,

B ofew special one-cay training courser jor retail doslers and big
farmers on specific crops and fertilizer use during three crop

seasons may be tested in cooperation with large wholesalers.

A special incountry agricultural symposium with invited speakers
from other Asian countrics, may be conducted every other year in
order to share knowledge and skills of agricultural development,

including the role of fertilizer.

A one day annual dealer convention at regional level in each region
for all dealers may be organised. This convention will also

serves as a sales promotional campaiqgn.

Number of dealer trainina programs should not be the same for all
regions, it should be based on the number of active dealers in each

region and agronomic potential.

More participation by wholecale dealers in the classroom must be
emphasized. Subject matter for one-day and two-day courses should
not exceed 3-4 subjects per day. Fileld trips need to be better

planned and productive.
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Training Aids

1.

ro

A side from lectures, other training technigues such as group
discussion, case study and role playing, should be utilized
in dealer training. -

sudlo-visual aidg, such ag charts, photographs and films should

- - ~ Ny DR R R - R -3 R R
be used cxtensively in dedler fraining.

Audio-visuel eguipment such as overhead projector, slide
projector, movic projector, camera, aud macanhione should be
supplied tc all the regions to bz used in dealers training but

only aiter proper usce & care of current esuirment ie asoured.

I

Lecture notes and reference materials snnuld e handed out to

<2

the deulers who are in training and lectures should e held
to a minimur.

EADC's DD&T Unit should develop a standard set of handout and
lesson plans to be used in dealer training.

New training aids for dealer training should he developed.

The class room for dealer training should be decorated and

equipped with necessary training aids and promotional materiails.

Training materials such as pen, pencil, folder, and note pad
should be centrally preparced and supplied in order to maintain

‘

uniformity.

Follow-up activities

1.

BADC's trainers are reguired to visit trained dealers and assist
the dealers in conducting the farmer meetings, organizing field
days, and prumofiona] campaigns. They are alsec regqguired

to actively solicit the support of local agricultural research and
extension workers, local bank officials, and other relevant parties
to assist fertilizer dealers in educating farmers and in promoting

fertilizer sales.
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2. BADC's Reginnal Managers should be more vigilant about the

follow—-up activities of their DTOs and ADTOs.

3. Sales prermotion through trained dealers should be organized.
4. Demonstration plote in eanidy arees chould be &
part of sexles yoromstion and follow up activities..

5. BADT's trainers are required to assist selected dealers in

caring denonstration nlots properiyv., hav should

3

deriagning anc ure

[

alse acsist trained dealers in organizing the farvmers mectings.

E. Incentives for

1. Dealers wio attend training should be given small prizes or
gifte, for example, might be key chain, calendar, training pad,
ash tray, paper weignt, shirt, genji, or cap.

2. Trained decalers who orgarize training of retailers/farmers may

' be helped with prizes and promctional materials for distribution
to retailers/farmers.

3. Funds for signboard, seeds, fertilizers, and insecticides needed

in raising demonstration plots by the dealers should be provided.

F. The Dealcr Association

1. A national!l leve! fertilizer deoler assoc.ation should be developed
so that the responsibilities for fertilizer marketing, training,
and promotional activities may be shifted to such a group in

order to reduce the financial burden of the Government.

Althouah & number of recommendations have beern made to %rain and deve.op
fertilizer dealers,  the major emphasis under FDI-I1 should be given to (1) the
follow-up activities of BADC's trainers and trained dealers, (2) improvements
in existing and promoticnal material:s, and (3) upgrading of existing training

programs, especially on progran content.



