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Host Country Cost Reimbursement Contract between BADC and IFDC signe6 

FDI-I1 implementation commences 

A manual MIS far the fertiiizer sector implemented 

The policy of transportation discount points (TDP's) implemented 

Private sector dealer development and training programs begin 
The MIS for the fertilizer sector is computerized with local area network 

Fertilizer technology transfer program begins with demonstration plots 

Government policy changed to allow direct procurement of urea from factories by the 

private sector 
50:50 quota system for public and private purchases introduced 

A novation contract signed between BADC, IFDC and MOA to suostitute MOA as a 
party to the contract in place of BADC 
An in-kind credit program for feriiiizer dealers begins 

Commercial credit program for private sector fertilizer dealers implemented 

Public sector primary distribution points (PDP's) begin closing 
Government policy changed to allow direct procurement of TSP and MP from factories 

and ports by the private sector 

Transfer of BADC fertilizer wzrehouses begins 
Fam-Ievel fertilizer use studies commence 
Government abolished the 5050 quota system of BADC for procuring urea 

Use of inland letters of credit for fertiliz~r procurement from factories begins 

In-kind credit program abolished 

Government policy changed to allow direct import of fertilizers by the private sector 
Government policy changed to allow partial removal of subsidies on TSP and MP 
Demonstration of hybrid maize cultivation ir: Bangladesh begins 

Contract amended to extend FDI-II from April 1, 1992 to August 29, 1994 

Private sector manages 100% of fertilizer imports 
Gwernment policy changed to discontinue public sector fertilizer distribution 

Government policy changed to allow complete elimination of subsidies on TSP and MP 
MIS computer hardware and s o h a r e  enhanced with a local area network 

DA? sales promotion campaign begins 
Strategic plan for urea pricing at BCIC factories submitted to BCIC 
Assessment of the impact of fertilizer subsidy removal completed 

Fertilizer imports at fulI cost by the privete sector begin 

Private sector begins to organize and finance training progrzms for fertilizer dealers 
Bangladesh Fertilizer Association formed 

Fertilizer controt order submitted to MOA 
An environmental assessment of BCIC ammonia-urea factories completed 
Membership in BangIadesh Fertilizer Association exceeds 450 

FDI-I1 closes 
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The Agriculture Sector in Bangladesh 

The contribution of agriculture to the Gross Domestic Product (GDP) of Bangladesh 
varied behueen 5 1% in 1984-1 985 at 1979-1980 prices and 38% in 1992-1993 at 1989-1990 
prices. About 89% of the population lives in rural areas and most derive their livelihood 
from agriculture activities. In the mid 1990's, Bangladesh remains heavily dependent on 
agricdture. Growth in agriculture is, therefore, of crucial importance to the broader 
economic development. 

BangIadesh has a net cropped area of about 9 million hectares of predominately 
alluvial soils and crop production, mainly rice and wheat, accounts for about 80% of the 
value of annuaI agricultural production. Three seasonal rice crops (Aus, Aman and Boro) 
cover about 74% of the total. cropped area. Other important crops are jute, sugarcane, tea, 
tobacco, cotton, oilseeds, potato, and pulses (Figure 1.1). 

Landholdings in Bangladesh are generally small, highly fragmented, and widely 
scattered. These characteristics limit the economical use of modern agricultural practices. A 
skewed distribution of land is evident in that about 11 % of rural households own 52% of 
the total cultivabIe land and 33% are landless. 

Food self-sufficiency, as a means to alleviate persistent and wide spread food 
shortages, has been the major goal of the Bangladesh Government (BDG) in agricuItural 
development planning. Despite the high priorities afforded to the attainment of food self- 
sufficiency, the cluonic food deficit stems from the sluggish and erratic growth of domestic 
production and the increasing food requirements for a population that is increasing by about 
2.2% per year. I'he number of persons per cultivated hectare in Bangladesh increasing 
constantly. It increased from 10 persons in 1980-1 981 to 14 persons in 1992-1993 (Figure 
1.2). 

Agricultural production is adversely affected by (1) limited land resources, (2) low 
productivity due to traditional subsistence agriculture, and (3) climatic forces. Increased 
food production must come from increased yield. Therefore, acceleration in agricul~wal 
production requires improved crop management practices including more efficient use of 
modem agricultural inputs such as irrigation, fertilizers, and HYV seeds. Accordingly, BDG 
set strategies in all the successive plans to stimulate agricultural production by assuring 
adequate and timely availability of irrigation, fertilizer, and improved seed. 

The strategy in Bangladesh to increase agricultural production is based on the rapid 
diffusion of high input and output technology to achieve agricultural growth that exceeds 
population growth. Agricuitural development efforts have long focused on providing 

for and- making investments in critical inputs such as fertilizers, seeds, irrigation, 
and pesticides. The fact that chernicai fertilizers contribute substantially to food and 
agricuitural production has been increasingly recognized and understodd. Growth in 
fertilizer consumption is necessary if food production is to keep pace with population 
growth in Bangladesh. 
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Figure 1 .I Percentage Distribution of Cul by Crop 
In Bangladesh 

Chapter I 



Chapter I 



Fertilizer Marketing in Bangladesh 

As demonstrated in Bangladesh and elsewhere, fcrtifizer use increases land 
productivity and increased land productivity is essential for economic growth and 
achievement of the national goal of rice self- sufficiency. The use of chemical fertilizer was 
introduced in Bangladesh in the early 1950's. During that time, fertilizers were procured, 
stored, and distributed by the Directorate of Agriculture. Inadequate arrangements and 
unsatisfactory progress in the program to manage inputs led to the creation of the 
Bangladesh Agricultural Development Corporation (BADC) In I96 1. As a public entity, 
BADC sold fertilizer to private dealers and appointed dealers in every union of Bangladesh 
and BADC was responsible solely for all procurement, transportation, and storage of 
fertilizers for thanas. 

Private dealers purchased fertilizers from BADC thana warehouses on a fixed 
commission basis and sold products to farmers at government controlled prices. This public 
sector system, termed here as the "old marketing system", suffered from excessive 
bureaucratic control and retarded the initiative of dealers, because ( I )  dealer appointments 
involved a time consuming sekction procedure, (2) dealers were required to purchase 
fertilizers within a thana, although a neighboring thana warehouse may have been more 
accessibfe, and sell fertilizers within a defined area demarcated by distance from a thana 
warehouse, and (3) the shops and accounts of dealers were subject to periodic inspection by 
government. Although some relaxation allowed dealers to sell in hats and bazars and 
procure fertilizers from the most convenient BADC warehouse, the system was 
cunlbersome, inefficient, expensive, and was not entirely conducive to sustainable 
agricultural growth and development. 

In addition to retail and wholesale marketing constraints, heavily subsidized prices 
created a serious budget problem for BDG. The fertilizer subsidy amounted to 59% of the 
total budget of BADC and 4% of the total expenditures of BDG in 1976-1977. Moreover, 
erratic and inadequate domestic fertilizer production, limited storage capacity, inefficient . 

handling of fertilizer imports, and foreign exchange shortages impeded the efforts of BADC 
to meet fertilizer demand without the assistance of development partners. The development 
partners addressed the fertilizer sector constraints :bough development projects with the 
intention to increase agricultural production ill Bangladesh. 

Starting in 1974, the assistance of the United States Agency for International 
Development (USAID) for the fertilizer sector in Bangladesh has involved six projects. 
These projects provided funds for fed izer  imports, warehouse and factory construction, 
and support for marketing improvements. The Fertilizer Distribution Improvement (FD1)-I 
was one of the pioneer projects that contributed to increased agricultural production by 
increasing fertilizer use. 

The FDI-1 project agreement was signed by BDG and USAID in July, 1978. The 
project goal, ro increase food production through increased use of fertilizer on an equitable 
basis, was fully consistent with the goal of BDG to increase food grain production. The 
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project elements included finance for fertilizer storage, bulk handling, and agricultural input 
supply, technical assistance for institutional developxent, fertilizer imports and rnaketing, 
and policy reform to expand free market involvement in fertilizer distribution. The 
International Fertilizer Development Center (IFDC) was contracted by BDG and USAID to 
provide the required technical assistance and serve as consultants to MOA. 

A new fertilizer marketing system was introduced in phhses during 1978 to 1983 
though the technical assistance under FDI-I. Major changes occurred with the new 
marketing system (NMS) which included (1) withdrawal of BADC from the thanas and 
selling fertilizers from 97 strategically located Primary Distribution Points (PDPs), later the 
number was reduced to 75 PDPs, (2) providing adequate warehouse capacity, staff, and 
accommodations to the PDPs to enable safe storage, timely delivery, and improved 
inventory control, (3) transfer sf movement of fertilizers heiow PDPs to private 
wholesalers, (4) removal of restrictions on fertilizer trading, (5) allowing the purchase of 
fertilizer by any individual, cooperative soskty, or group of farmers from a PDP after 
nominal registration, (6)  allowing wholesalers and dealers to transport fertilizer freely, 
except within a 5 mile border belt, and (7) decontrolling retail prices. 

These reforms of FDI-I created a highly competitive group of private whoIesalers 
and dealers and resulted in a marked improvement in fertilizer availability at competitive 
retail prices. Fertilizer sales increased from about 730,600 MT to 1,129,000 MT between 
19'77-1978 and 1983-1984, an annual growth rate of about 8% and about 55% during FDI-I. 

The Need for FDI-I1 

The achievements of FDI-I provided p o h y  makers and USAfD an indication of the 
potential efficiencies which could be achieved in the fertilizer sector through an expansion 
of private sector investment in fertilizer marketing. The expzc .ation that further gains could 
be made and were indeed necessary to sustain the "mew marketing system" led to FDI-11. 
FDI-I enabled the transfer of downstream fertilizer marketing to the private sector. But 
some tasks were incomplete. The FDI-I proje-t provided a foundation and demonstrated the 
need to transfer the fertilizer distribution network entireIy to the private sector. Much 
progress was made under FDI-I, but continued technical assistance was necessary to fulfill 
the development objective of the BDG to establish an efficient ferhlizer program based on 
the full participation of a competitive private sector. The need to continue technical 
assistance was ~mderstood by both the BDG and the USAID because fertilizer use remained 
low in Bangladesh compared to other Asian countries', and less than two-thirds of 
Bangladeshi fanners used chemical fertilizers. The availability of fertilizers at a reasonable 
price, techrical knowledge regarding fertili7-r use, and the availability of working capital 
were identified as tlxee factors that constramed fertilizer use in Bangladesh. The FDI-11 
project was designed to mitigate these constraints and increase fertilizer we. 

\ 

' Fertilizer use in 1982-1983 (Kg of nutrient per hectare): Bangladesh 35, Korea 374, Malaysia 102, Sri Lanka 76. 
Indonesia 63 and Pakistan 49. Project Paper FDI-11, August, 1984. 
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IT. THE FDI-11 PROJECT 

Project Goal and Purpose 

The goal u i  the FDI-I1 project was to incxase agricultwal production and the 
achievement wouid be measured against one objectively ver ifiabIe indicator, agricultural 
production was to increase at a minimum rate of 4% annually, T ie  logical framework as 
indicated in the project paper is s h o w  in Anncx 11. The purpose of the project was to 
i~crsase use of fertilizer which could be achieved by focusing on the establishment of a 
free, competitive, and open fertilizer marketing system. The project induded the following 
four major components: 

Policy Reform: Identification, formulation, and recommendations of poiicies that 
provide the fbundation for a viable private sector fertilizer marketing system. 

Contplzercial Credit Program: Provide funds through the comrnercia-I banking system - 
to fxnmce a fertilizer dealer credit program and fertilizer irnpcrts. 

Dealer ~ev~loprner t f  artd Technology Tmnsfer: Augment the technical skills of 
fertilizer wh.olesalers and dealers to improve the efficiency of fertilizer suppliers, actively 
promote proper fertilizer use, and better advice to farmers. 

M~nagen~ertt Iig%rns~lirrn System: Develop a mamgement information system to 
collect and disseminate information on fcrtiiizer sales, imports, stock, prices, and 
availability that helps to ensure transparency in fertilizer marketing and provides policy 
makers with improved and timely information as a basis for sound policy development. 

An average annuzl growth of at least 8% in aggregate fertilizer consumption over 
tihe life of project (LOP) was the indicator against which project accemplishments would be 

Project Outputs 

The expected project outputs as stated in the project paper were as follows: 

Output : Assure an adequare supply of fertilizers throughout Bangladesh. 
Indicator : Minimum ciornesrlc stock of a five month inventory of 

phosphates and ptash and a three mmth inventory of urea. 
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Output : 

Indicator : 

Output : 

Indicator : 

Output : 
Xndicaror : 

Output : 

Indicator : 

Outjlut : 
Indicator : 

Provide funds to finance a fertilizer credit program for 
importers, distributors, and dealers. 
Distributors and dealers purchasing fertilizer with FDI-I1 credit. 

Develop large-scale private sector wholesalers with a potential 
to market fertiiizers throughout Bangladesh. 
A significant number of fertilizer wholesalers purchasing from 
depots, factories and ports. 

Increase efficiency in fertilizer distribution and marketing. 
Decreases in ths per unit cost of fertilizer distribution. 

Activate fertilizer dealer development and sales promotion 
programs. 
Dealer development and training program assessed and found 
effective. 

Improve access to fertilizer sales outlets by the private sector. 
Improved physical accessibif ity to fertilizer sales outlets. 

The Project Agreement and Contract 

The FDI-I1 project agreement between the BDG and the USAID (Project Contract 
Nurnber 388-0060-HCC-8701-01) was signed on August 30, 1984. According to this 
qyeement, FDI-I1 would be managed by BDG who would contract an international 
orgmiization to provide technical assistance to help implement and monitor reforms in 
fertilizer distribution and marketing. The contract wodd be a level of effort type and the 
techniczl assistance would include advisory services, production and distribution of sales 
promotion materials, training, and equipment purchases. As in FDI-I, IFDC continued to 
provide technical assismce in FD1-II. 

As a condition of the FDI-I1 agreement, a contract was signed between BADC 
and IFDC on February 28, 1987 to provide technical assistance in implementing the project 
from March 1, 1987 to June 30, 1991. The contract between BADC and IFDC was 
mended three times between February, 1987 to September, 1989 keeping all terms and 
conditions of the March, 1987 cantract intact, except some adjustments and enhmcem in 
the costs of the project. Subsequently, in the fourth amendment on March 27, 1989, a 
novation contract was signed between BADC, IFDC, and Ministry of Agriculture (MOA) to 
substitute the government as a party to the contract in place of BAEC. The contract 
between BDG and IFDC ww amended twice between August, 1990 and June, 1991 to 
adjus! the cost and extend the project completion 'Ite until March, 1992. However. a 
seventh amendment was signed between Ministry of Agriculture and IFDC to extend the 
imptemerltation period for an additional 29 months starting from April 1, 1992 to August , 
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29, 1934 with further enhancement of the estimated budget for the extended period. The 
eighth and final amendment made some adjustments in costs of technical assistance. 

Technical Assistance 

IFDC was selected and contracted to provide technicai assistance to MOA to 
establish and institutionalize the following: 

a Ensure that private sector resources are integrated and used in procuring and .. 

marketing fertilizers. 

Improve and institutionalize market research, service functions, quality controls, 
new product research and development, and data collection and analysis in the 
public and private sectors with strong linkages between the two. 

increase the capacity of the private and public sectors to plan, manage, and 

evaluate fertilizer needs and priorities. 

w Improve and strengthen BDG and the ability of the private sector to produce and 

disseminate information about new agricultural technologies and to use existing 
technologies and resources to meet the needs of fertilizer dealers and farmers. 

Strengthen the effectiveness of the public and private sectors in human resource 
development, financial management, stock accountability, and business 
management in fertilizer related activities. 

The specific scope of work for the technical assistance component of FDI-I1 is 
shown in Annex I1 and was to be accomplished thmugb the efforts of a number of 
consultants with long term and short term assignments. The planned level of effort for the 
performance was 1 1,340 person-months of direct labor, including approximately 256 
person-months long term expatriates, and 11,084 personmonths of local professional, 
technical, administrative, and clerical staff, with about 108 person months of short term 
expatriate and local consultants during the 90 months life of contract. The total estimated 
cost of the technical assistance is .shown in Table 2.1. 

IFDC was responsible for monitoring and assisting with the implementation of 
developing a national fertilizer distribution system and other FDI-II outputs includiag policy 
reform, training, agribusiness marketing, credit, imports, and dealer development activities. 
IFDC also provided consultants, commodities, and training to accomplish the project scope 
of work. In addition, FDI-I1 was to provide the following: (1) LOP work plan, (2) training 
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plan, speciQing career development training for BDG personnel and market and sales 
business management training for bankers, and private distributors, (3) quarterly and annual 
reports sumarizing the work performed by the project, (4) MIS reports on fertiIizer 
imports, marketing and distribution, monthly farm-level fertilizer prices and availability, (5) 
monthly commercial credit reports, (6) farm-level fertilizer use s w e y  reports, (7) reports 
on special studies, and (8) an end of project report. 

Costs 

Original contract 'Tot a1 Revised 
with BADC through Contract estimated budget as per 
amendment 6 amendment 7 budget amendment 8 

Million U.S.$ 

Resident consultants 2.13 1.53 3.66 3.19 
Short term consultants 0.57 0.50 1.07 1.08 
FDI-II office 3.C7 3.21 6.28 6.49 
lFDC Headquarters 0.09 0.06 0.15 0.17 
Special projects 0.50 0.10 0.60 0.59 
Training 0.77 1.10 1.87 1.84 
Sub-total 7.13 6.50 13.63 13.36 
IFDC Management Fee 2.82 2.58 5.40 5.17 

1 Total 9.95 9.08 19-03 18.53 

Source: FDI-11 
Notes : 1. Figures are rounded. 

2. FDI-I1 ~ f i c t -  includcs local specialists, technicians. and olhcr staff. 

Responsibilities of BDG 

Tlle BDG was responsible tc oversee the progress of the project. Specificaily, BDG 
would ( I )  facilitate prompt customs clearance of project equipment, materials, supplies, and 
personal effects of the contractors including issuing passbooks necessary for purchase of 
duty free goods, (2) provide entry and exit visas, residence permits, and excliange permits 
to the expatriate consultants, (3) appoint local counterparts to work with expatriate 
consultants, (4) to remove the constraints to project implementation, and (5) provide 
customs duty and sdes tax, if duty free entry of project equipment and materials are not 
allowed. 
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111, IMPLEMENTATION AND ACHIEVEMENTS OF FDI-XI 

The FDI-11 project began in March, 1987. The FDI-I1 staff, in cokiboration with, 
BADC, MOA, and USAID, impiemented and coordinated the project. The efhrts of FDI-11 - 
concentrated on the four major elements: policy reform, credit, dealer development and 
technology transfer, and a management information system. 

Policy Reform 

Fertilizer policies formed an integral part of FDI-I1 in supporting the primary 
objective sf BDG to establish sustainable agricultural production and achieve self- 
sufficiency in food grain production. It was determined that greater involvement of the 
private sector was essential to increase the efficiency of fertilizer marketing and 
distribution. Thus, the nexus of fertilizer policy Initiatives of FDI-I1 focused on establishing 
a free market where the private sector could flourish in fertilizer marketing. The FDI-II 
project proposed policy reforms involving completely new concepts for fertilizer marketing 
in Bangladesh. The BDG implemented these policy reforms, albeit with some initial 
skepticism. Tine reforms designed by FDI-I1 were comprehensive, comp!ementaq, and 
focused on fertilizer market development, subsidy removal, and the reorganization of 
BADC. 

Fertilizer Market Development 

TDP Progrant: In July, 2987, IFDC recommended the creation of transportation 
discount points (TDPs) that would aIlow private distributors to purchase fertilizers at 
discount prices from factories and 4 major TDPs. The intention was to prepare the private 
sector distributors to manage national fertilizer distribution and allow- BDG to save money 
by transferring responsibility for transportation to the private sector, The BDG implemented 
this recommendation and the operation of the TDPs led to a significant shift in fertilizer 
transportation responsibility from BADC to the private sector. By December, 1988, about 
22% of the total fertilizer sales were made to private whoIesalers through TDPs uable 
3.1). 

The TDP concept of FDI-I1 was theoretically sound and sales through PDPs to 
dealers appointed by BADC declined. However, the success of this concept led to new 
problems that required creative solutions. The new private sector showed some strength and 
naturally there was some resistance by the vested interests in public sector. 

\ 

D i m  Procurement of Urea from Domestic Prtblic Sector Factories: The 
unwilli~gness of BADC to cooperate with and prepare private sector distributors to manage 
larger scale o$erations in fertilizer distribution made the TDP operations inefficient and 
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unable to supply fertilizer as needed and expected. The private dealers experienced severe 
supply interruptions m d  shortages while working with the TDPs. This hindrance to policy 
n:form was a major obstacle for the FDI-II project m d  resulted in serious fertilizer 
sllortages at the fxm-level, despite excessive domestic stock. Clearly, another strategy was 
nr :eded. 

Table 3.1 Aggregate Fertilizer Sales from JuIy, 1988 to December, 1988 

BADC Salcs 
Dirccr BCIC sales to 

PDPs TDPs TSCs privatc distributors 

Total Pcrcent of Percent of Percent of f crccd of  
Month sales Quantity total sales Quantity total sales Quantiiy total sales Quantity total sales 

3uiy 82.834 68,230 82 9.3 86 1 1  1,223 2 3,995 5 
August 119,571 95,396 80 14,747 12 1,740 2 7,688 6 
September 13 I,775 1 12,423 85 12,332 10 1.416 I 5,604 4 
October 155,479 126,059 8 1 25,913 17 825 (-1 2,682 2 
Novembcr 181,217 141,453 78 35,982 20 5 04 (-1 3,276 2 
December 1 1 19  15 79,596 7 1 24,208 22 1,187 I 6,924 6 

Source: BADC Fertilizer Nendetter 
Notes: 1. TSCs = Thana sales centers operate only in the Chinagong Hill Tracts. 

2. All TDC and PDP sales are to the private sector. 
3. Percentages are rounded. 
4. (-) indicates less than 1%. 

The major FDI-I1 policy reform that allowed distributors to procure fertilizer directly 
from *-he Ghorasal factory was implemented by BDG in March 14, 1989 and direct 
procurement from all factories was permitted beginning on July 1, 1989. InitiaIly, the 
government alIowed the private distributors to procure fertilizer directly from factories on a 
5050 quota with BADC. This was a policy compromise of sorts. Though constant 
monitoring of farm-level fertiIizer availability and prices by FDI-11, it was apparent that 
BADC accumulated huge stocks of urea and private distributors were unable to procure 
supplies from BCIC factories on dernaiid due to the 5050 quota system. To solve this 
problem, the government decided to cancel the 5050 quota system. At this point, FDI-I1 
recommended a policy of free competition in the purchase of urea from- domestic factories. 
One study2 conducted by FDX-I1 demonstrated that this major policy initiative had an 
immediate, substantial, and positive consequences foi the private fertilizer sector. Fertilizer 
distributors immediately responded and started to purchase aggressively fertilizer from the 
factory. This reform resulted in improved availability of urea throughcut the country and 
competition in the fertilizer market lead to considerable decreases in farm-IeveI prices. 

FDI-II, Low Cost Intervention Study for the FertiIizer Market of Bangladesh, November, 1989. 
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Direct Procurement of TSP arzd MP from Factories mtd Ports: Recognizing the 
demonstrated ability of the private sector to purchase urez from domestic factories and 
affect prices favorably, BDG allowed direct sales of TSP, MP, and other fertilizers from 
factories and ports at a discount of Tk.400 per MT in July, 1989. This provided the private 
sector an opportunity to expand their contribution to improved fertilizer marketing. The 
transportation costs of BADC were in excess of Tk.550.00 per MT. Therefore, it became 
apparent quickly that BADC would not be abIe to compete with the efficiencies being 
realized through the private sector. As a matter of logical progression in policy reform, 
fertilizer imports by the private sector were required. 

Direct Imgortatiosz of Fertilizers by the Private Sector: FDI-I1 envisaged a phased 
entry of the private sector into procurement and distribution. To continue with the p o k y  of 
fertilizer market privatization, FDI-I1 provided policy analyses and recommendations to 
support the direct importation of fertilizer by the private sector and in 2991 the BDG 
permitted such imports. This reform further strengthened the development of a private 
fertiIizer sector. 

Transfer of BADC FYnrelzorcses to Other Prrbfic Sector and Private entities: The 
fertilizer sector policy reforms created a situation that made all BADC fertilizer warehouses 
redundant, except those operating in Chittagong WiIL Tracts. Therefore, FDI-11 proposed the 
transfer of BADC warehouses to other sectors of the government, such as the Ministry of 
Food as well as selling or leasing these warehouses to private distributors and companies. 
Despite resistance from BADC, &is proposal was accepted by the BDG. 

Removal of Subsidy 

Market liberalization is closely linked with pricing policy. Fertilizer prices were 
subsidized since the beginning of chemical fertilizer use in Bangladesh in the early 1950's. 
In the early 1980's' with tbe recorm,endation of FDE-I, BBG implemented policies to 
eliminate gradually all subsidies on fertilizers. This gradual approach prevented abrupt 
change that would have caused confusion in the fertilizer market. As a result of this policy 
change, fertilizer prices increased progressively. This resulted in a reduction of the subsidy 
costs of BDG from about Tk.1,153 m i h n  in 1980-1981 to Tk.286 million in 1986-1987. 
This policy was remarkable in that increased prices did not cause sharp decreases in 
fertilizer consumption. Aldmigh there was no subsidy an urea fertilizer from 1985-1 986, 
the subsidy on TSB and MP continued (Tables 3.2 and 3.3). 

Continuing the subsidy on TSP and MP involved price regulation and administrative 
intervention, which was inconsistent with the development of a free and compe:t:ive 
market. Moreover, in addition to the budgetary burden and ailocation inefficiency, the 
existence of the subsidy constrained the BDG in conducting important policy reforms to 
realize the gains from internationally competitive imports. Therefore, the Last and final step 
in the process of privatization of fertilizer procurement, marketing, and distribution WLS the 
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removal of subsidies from TSP and MP. This process began in August, 1991 and was 
completed in December, 1992. Since January, 1993, fertiIizer has beer, procured from 
domestic public sector factories or though imports on a full cost basis and distributed by 
the private sector. 

1 Table 3.2 Procurement Cost, Issue Price, and Subsidy on TSP 

Transportation and Total cost BADC issue 
distribution cost (procurement and prices (sclIing 

Procurement prices from factory and port distribution) to private sector) Actual subsidy 
FiscaI {weighted avenge 
year Factory and port prices) PDP TDP PDP TDP PDP TDP PDP -ll3P 

(~01.5-7) {cor.as) 
1 2 3 4 5 6 7 8 I0 '1 I 

ni pcr MT 

Source: BADC Fertilizer Newsletter and f DI-11 
Notes : 1. Procurement and issue prices are weightcd average prices of quantity procured by B A X  and sold from PDP's or TDP's- 

2. Transportation and distribution costr per h.iT arc calculatcd as to!al cost incurred for transportation and distribution divided by 
&e t o d  quantity. 

3. From 1988-1989 transportation and diswibuiron costs per Mf is kept constant considering that the private sector started 
procurement directly from the factories and poi%. 

1 Table 3.3 Procurement Cost, Issue Price, and Subsidy on MP 

Transportation and Total cost BADC issue 
disiribulion cost (procurcmcnr and prices (selling 

Pmcursment r;iIccs from port distribution) to private sector) Actual subsidy 
Fiscal (weighted average 
year port prices) PDP TDP PDP ? D P  PDP TDP PDP TDP 

(C01.5-7) (Cot.6-8) 

Tk per MT 

Source: BADC Fertiiizcr Newsletter and FDI-I1 - 
Now r 1. Procurement and issuc pritcs arc wsightcd average priccs of quantities procured by BADC and sold from PDP's or TI3P.s. 

2. Trulspor13tion and distribufon costs per MT arc calculatcd m total cost tncurrcd for transportarion and distribution dividcd by 
dtc rozat quantity. 

3. From 1988-1989 transporniron and diswibution cosls pcr MT i s  kspt constant considering that the privatc sector starred 
procurement directly from the ports. 

Chapter 



Reorganization of BADC 

The increased involvement of the private sector in the ferti1izer market required a 
review and restructuring of BADC. FDI-II evaluated the role of BAD& and presented a 
plan for reorganization. Several studies were conducted between kiarch, 1989 and October, 
1992 that took into account the changes in fertilizer distribution. The proposed initid plan 
emphasized concepts and activities that would permit BADC to respond to new and 
additional agricultural development opportuxlities. This plan suggested that the existing 
regional offices of BADC should be reorganized as centers for promotion, development, 
market research, monitoring, demonstration, and technology transfer activities reIated to 
fertilizer marketing. But resistance from the employees' union of BADC and the presence 
of BADC in the fertilizer sector was a hindrance. FDI-XI siggested that all responsibilities 
for monitoring farm-level prices, quality control, stock availability, and import of 
agricuXmal inputs should be entrusted to a monitoring cell in the Ministry of Agriculture, 
IFDC anlong others, also suggested a phasing out of the redundant staff of BADC though 
an attractive voluntary retirement policy. But vocal resistance from the employees union of 
BADC made it difficrht for BDG to implement the recommendations of FDI-11. 

Achievements in Policy Reform 

The successful implementation of policy reforms in the fertilizer sector was marked 
by unique achievements. Some o f  the major achievements in policy refom are discussed 
below. 

Reorgarzization of the market structure: The policy ref'clrms helped to improve the 
efficiency of the private sector in marketing fertilizer and competition in the fertilizer trade 
increased. A vigorous group of importers, distributors, dealers, and retailers emerged as a 
consequence of market reorganization. According t~ IFDC estimates, between 1987- 1988 
and 1993-1 994, the number of importers increased from nil to 2 15, distributors increased 
from nil to about 1,400, dealers increased from 6,000 to 13,000 and the number of retailers 
increased from 36,000 to 108,0003 (Table 3.4). These figures are excellent indicators of 
the success of FDT-I1 and the privatization of the fertilizer trade in Bangladesh. 

The market slrare of the private fertilizer sector iitcrearsed drantafically. The 
aggressiveness and the speed with which the private sector entered fertilizer market and 
penetrated the countryside had a sudden and sharp impact on the fertilizer operations of 
BAI3C- The private sector market share rapidly increased and BADC sdes decreased 
dramatically. The public sector share of the national feflilizer market decreased from 100% 
ir, 1986-1 987 to less than 1% in 1993-1 994. This is also an excellent indicator of the 
success of FDI-I1 and is shown in Tabk 3.5 and Figure 3.1. 

* 

n e  number of imponcrs, distributors, dealers and rcrailers, however, may be Iess than what is stzted during the lean 
perid of festiiizer demand. 
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Table 3.4 Estimated Number of Private Fertilizer Importers, Distributors, Dealers, 
and Retailers, 1987-1994 

Fiscal year 

Importen 147 215 215 2! 5 
Distributors 143 276 590 1,27 1 1,335 1,398 
Dealers 6,000 6,500 7,800 8,500 9,500 12,000 1 3,000 
Retailers 36,000 43,500 47,200 7 1,500 100,500 1 04,000 108,000 

/ Sourer FDI-I1 

Table 3.5 Public and Private Sector Fertilizer Imports in Bangladesh from 1986-1987 
to 1993-1994 by Product 

I Urea TSP MP Zinc D M  SSP AS Total 

F i s d  Public Privzte Public Private Public Private Public Private Public Pivale h b i i c  Rivarc Pubiic Aivare Public Rivmt 
Kctor Se~for Sector xctor xctor sector sector sector seclor seclor scctar sector sector wctor wctor w a r  

-. 
Source: DADC Fcrtilizcr Ncaslctlcr and FDI-I1 
Note : Fh~ures are rounded. 

Private sector is nzarzagiizg the intpclrtathn of all fertilizers at full cost. With the 
policy changes on imported fertilizer, the private sector in Bangladesh gradually and 
successfully entered the international market. The public sector share of fertilizer imports 
declined fkom 100% in 1990-1991 to nil in August, 1994 (Table 3.5). The ability of the 
private sector importers to negotiate @IF prices is commendable in that their costs for TSP 
imports were on average 10% lower than h s e  of the public sector. For imported MP, 
private sector CIF price were 8% lower on average (Table 3.6). This is an excellent 
example sf what the private sector can and should accomplish. 

The private sector imported fertilizer in accordance with narket demand and was 
free to import fertiiizer witlwut having to go through the MIOA and the Chief Controller of 
Imports and Exports. Imports from the feast expensive sources and a quantity which earns a 
profit ig necessary. The private sector found that with foreign loans or grants imports are 
more cumbersome and expensive compated to imports with cash foreign exchange and this 
economic factor motivated importers to purchase fertilizer with cash foreign exchange. The 
share of imported fertilizer increased with cash foreign exchange compared to that with 
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donor funds and is shown in Figure 3.2. The use of cash foreign exchange for importing 
fertilizer demonstrates the eagerness of private distributors to use their o w  resources rather 
than depending on donor funds. This is further evident in that no donor funds were used for 
imports in 1 993- 1 994. 

Table 3.6 Impart Prices of TSP and MP Procured by BADC and the Private Sector 
in 1891-1992 

Quantity CIF price 
Product Sector (MT) (U.S.$ per MT) Origin Date of arrivd 

TSP BADC 14,450 
20,994 
20,877 
19,350 
f 4,000 
25,004 

Private 2 1,000 
24,200 
16,765 
7,667 

16,809 
15,937 

MP BADC ! 8,764 

Private 19,925 

Morocco 
USA 
USA 
Morocco 
USA 
USA 

USA 
USA 
Indonesia 
Indonesia 
USA 
US.4 

Canada 

Canada 

h I y  22, I99 1 
November 13, I99 1 
December 8, 199 1. 
December 3 1 ,  1991 
January 17, 1992 
February 7, 1992 

July 20, 1991 
November 6, 1991 
December 11, 1991 
December 30, 1991 
January 5 ,  1992 
February 5 ,  1992 

November 13, 199 f 

December 18, 1991 .. 

Source: BADC and FDI-I1 

TDP and PDP operatiom of BRBC closed. Substantial improvements in marketing 
services to the fertilizer retailers and the fam-sector are discernible from the work of FDI- 
11. These developments had consequence for BADC operations. As the TDP operations 
gained momentum, sales at many PDPs declined. The BDG officially closed 15 PDPs on 
July 1, 1989 and another 14 on January 1, 1990. Although government orders were not 
issued for the closure of the remaining PDPs, eventually all PDPs were closed. The TDPs 
are also now redundant because private sector distributors changed procurement from TDPs 
to BCK factories arid imports, except on a very small scale in the Chinagong Hill Tracts. 
In view of the proposal submitted by FDI-I1 to transfer, lease, or sell fertilizer warehouses 
to other public sectors and private parties, MOA issued an order asking BADC to transfer 
the warehouses to other government departme~ts, private individuals, and fertilizer dealers. 
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Of the 469,600 MT cap&ity of the warehouses, BADC with much reluctance transferred to 
the Ministry of Food, leased, or sold to private distributors only about 95,700 MT capacity, 
and thus retains a 373,900 MT redundant capacity. 

The eAfect OFZ farm-level fertilizer prices was dranzafic. With direct purchases of 
fertilizer from BCIC factories and ports by the private sector, farm-level prices of urea, 
TSP, and MP decreased steadiIy. The monthly national average price of tlrea weighted by 
quantity purchased by farmers decreased by Tk.23, TSP by Tk.9 and MP by Tk. i 5 per 50 
kg between April and December, 1989 (Figure 3.3). Wholesale and retail competition 
promoted cost effectiveness in the fertilizer delivery system and farmers benefitted from 
lower fertilizer prices. However, changes in issue prices and subsidy withdrawal at different 
times after 1989-1990 resulted in increased farm-level prices. But reai farm-level prices of 
urea, TSP, and MP decreased by Tk.50 per bag between 1986-1987 and 1993-1994 at 
1984- 1985 constant prices (Figure 3.4). 

The private sscclor achieved cost efficiencies irz ferfilizer rlktrkbutimz. After FDI-11 
poiicy reform, fertilizer prices decreased steadily, but changes in issue prices and subsidy 
withdrawal at different times resuIted in increased farm-level prices, especially for TSP and 
MP. BCIC increased the ex-factory price of urea from T~.4,025 per MT in December, 1991 
to Tk.4,725 per MT in July, 1992, a Tk.35 per 50 kg increase during a 7 month period. 

The government also phased out the subsidy on TSP. The issue price of TSP was 
increased by Tk.3, I45 per MT or Tk. I57 per 50 kg between August, 1991 md December, 
1992. Similarly, the price of MP was increased by Tk.2,467 per MT during the same 
period, an increase of over Tii.123 per 50 kg. Clearly such cost increases were an inevitable 
consequence of the subsidy removal and the increases in the factory gate and issue prices 
were ultimatdy passed on to farmers. 

A comparison of fertilizer prices before and after privatization is presented in Table 
3.7. An attempt has been made to compare the two periods taking into account the 
moderate fertilizer demand months of June-August. Before privatization, in the months of 
June, J d y  and August, 1988, BADE= procured urea and TSP at a cost of Tk.3,709 and 
Tk.5,900 per MT, respectively, from the factories and ports. EADC also procured MP ax , 

Tk.3,395 per MT from the ports during ;he same period. 

In addition to the ex-factory and port prices, the distributicn cost to the PDPs was 
Tk.690 per MT. Therefore, the to.al procurement cost of BADC to provide fertilizers to 
PDPs was as follows: Tk.4,399 per MT for urea, Tk.6,590 per MT for TSP, and Tk.4,085 
per MT for MP. The BDG then fixed the issue price (ix. the selling price per MT to the 
private dealers from PDPs) at Tk.4,525 for urea, Tk.6,590 for TSP, and Tk.4,085 for MP. 
The prices for TSP and MP were subsidized. The private dealers purchased urea, TSP, and 
MP a't these prices from PDPs, sold products to farmers at varying prices, and earned a 
small profit. Therefore, the actual distribution cost from port or factory to the farm-level 
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includes the cost incurred by BADC for transporting fertilizer from ports and factories to 
PDPs (Tk.690) plus the cost incurred by the private dealers in transporting fertilizer from 
PDPs to farms. 

Table 3.7 Fertilizer Distribution Costs as a Percentage of Port and Factory Prices in 
1988 and 1993 by Product 

Distribution Cost Distribution 
cost as a 

Port and issue Farm- From ports From PDP to % of port or 
Month - factory pricc lcvel arid faciorics farm-lcvcl Total factory 
Product prices a: PDPs prices to POPS (Col. 4-3) (Co1.516) or (Coi.4-2) prices 

1 2 3 4 5 6 7 8 

Tk per NT - 'YO - 
BEFORE PRIVATIZATION 
June, 1988 
Urea 3,709 4,525 
TSP 5,900 4,725 
h-IP 3,395 3,725 
Juiy, I988 
Urea 3,709 4,525 
TSP 5,950 4,725 
hlP 3,395 3,725 
August, 1988 
Urea 3,709 4,575 
TSP 5,900 4,725 
MP 3,395 3,725 

AFTER PRIVATIZATION 
June, 1993 
Urea 4=725 
TSP 6,860 
h P  5,525 
July, 1993 
Urea 4,075 
TSP 6,860 
M P  5,525 
August, 1993 
Urea 4,075 
TSP 6,860 
M P  5,525 

Source: BADC and FDi-H 
Xotes : 1. Urea prices are factory prices and uniform for all factories except CUFL and NGFF where prices were less by Tlr.200 and 400 

per MT, respectively, in June 1993. Priccs at NGFF was Icss by R.200 in AugusG 1993. 
2. Part prices of TSP and MP during 1988 are d x  cost pcr MY of Ihe product incurred by BADC importation. 
3. The prices of TSP In I993 are weighted averages by quantity imported and procured from factories. 
3. Perccntagcs are rounded. 

\ 
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As indicated in TabIe 3.7, between June-August, 1988 before privatization, the 
actual cost of distribution of urea from the factories to the farm-ievef ranged from 28% to 
30% of the factory prices (Tk. 1 ,OT'I - 1,3 17 per MT). By June-August, 1993, the r4rea 
distribution cost as a share of ex-factory prices decreased to 12-16% excluding an 
abnormal period in July, 1993 when BClC reduced the price of urea from Tk.4,725 to 
4,075 per MT. 

The case with TSP and MP is similar. The range of distribution costs for TSP 
decreased to 16-1 8% of the port and factory prices in June-August 1993. It was 19-20% 
before privatization. For MP, the range of distribution costs decreased from 38-44% of the 
port price before privatiration to 28-29% in June-August, 1993. 

If the inflation factor is considered, then the share of distribution costs of the private 
sector should have increased rather than decreased. This clearly shows that private sector is 
performing efficiently in fertilizer marketing. The margins that are now being realized by 
private distributors are much lower than they were in 1988. Therefore, it is clear that 
despite inflationary pressure from such factors as higher fuel prices, the private sector is 
sulccessful in keeping the costs of fertilizer distribution lower than expected in the pubiic 
sector. 

The margins of the private dealers did not imrease significnntly ofrer 
subsidy wifltdrawd. The gross margin which shows the difference between the ex-factory 
price and the farm-level prices of urea between 1986-1 987 and 1993-1994 have remained 
relatively constant (Figure 3.5). On average, the gross margins for the last four years from 
1990- 1991 to 1993- lW ranged between 16% and 19%. The fsct that gross margins have 
demonstrated a stable pattern is significant because a cumber of distributors are incurring 
increased costs in such areas as sponsorship of dealer development training programs, 
publication of technical literatwe on fertilizer use, and conducting faarm-level 
demonstrations to improve the knowledge of farmers about fertilizer use. Investment by the 
private sector in such services complements the work of DAE and is fully consistent with 
the policy reforms of BDG. 

Availability ~f fertilizer has been satisfnctory. The fertilizer marketing system 
includes an extensive network of distributors, wholesalers, dealers, retailers that cover the 
entire country, except for the 3 small districts in the Chittagong Hill Tracts. As a result, 
fertilizer availability in Bangladesh has improved significantly. Stability in farm-level 
prices, except in times of occasional and short lived shortages with sharp increases in sales 
is a clear indication of improved availability and intense competition in the private sector. 
The improved availability of fertilizer in rural Bangladesh is further evident from FDI-I1 
inonitoring which shows that in 1986 about 41% of the Bangladeshi farmers were able to 
purchase fertilizer at retail shops within 5 kilometers of their farms but in 1994 that 
percerhzge improved significantly to 80%. 
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Private distributors nrairttaitz feriilizex stocks nccorditzg f t ~  denzand. Fertilizer 
distributors have demonstrated ai ability to manage inventories in such a way as to 
maintail; a fair balance between inventory storage costs 2nd the cost of lost sales due to 
stock shortages. Fertilizer distributors are behaving rationally according to expected market 
norms and increase stocks during the peak seasons but maintain a relatively low stock 
during the lean seasons. The inventories of the private sector vis-a-vis the p u b k  sector 
during the Xife of FDI-II are shown in Table 3.8. 

Table 3.8 Znventories of AH Fertilizers in Public and Private Sectors by Month from 
198'7-1988 to 1993-1994 

Fiscal 
year Sector July August Scptcnlber October Novhber  Decernbcr January February March April May June 

1987-1988 Public 635 651 629 629 5 83 502 467 325 271 402 458 577 

1981-1989 Public 594 627 616 63 7 657 612 549 469 442 491 616 645 

1989-1990 Public 663 723 663 679 642 670 GI 1 521 460 515 555 531 

19904991 PubIic 440 362 257 312 324 306 31 I 246 218 235 231 242 

1991-1992 Public I51 I09 I12 I00 1 1 1  144 23 8 165 195 286 321 299 

3992-1993 Public 260 I96 I74 21 1 365 3 89 363 285 239 290 394 497 

Private 255 28 1 343 253 192 209 186 152 

1993-1993 Public 440 385 3 87 44 1 405 317 246 216 285 420 559 588 
Psivale 127 1 I8 121 149 143 165 202 173 163 157 182 115 

Source: BADC Fertilizer Ncwslettcr, BCIC daily reports, and FDI-II 
Notes: 1. Figures are rocnded. 

2. IFDC s t a n d  collecting data on private sector fcrtilizcr srock in Novembcr, 1992. 
3. Stock is shown iu of die i a t  day of each month. 

Production and sales from B C .  factories imreased With greater participation of 
the private sector in the procurement of fertilizer direct from factories, production in all 
fertilizer factories, except the Natural Gas Fertilizer Factory (NGFF) and the Chittagong 
TSP Complex (CTSPC), increased considerably (Table 3.9). NGFF is a very old factory 
and is considered redundant. IFDC proposed to close this factory in January, 3993, but due 
to resistance from the factory employees and political pressure from the local leaders no 
action has been taken. IFDC also reconmended closure of the CTSP factory due to the 
poor condition of the factory and high cost of production. 

.The increased sales of urea from the BCIC factories from 1989-1 990 to the private 
distributors conlplirnented the increased domestic production (Figure 3.6). The cash flow of 
BCIC has improved dramatically as private sector payments are made in cash or through 
confirmed bank financing. Payment from BADC was always delayed and when direct 

25 Chapter III 



procurement from the factories by the private sector was allowed during March, 1989, 
BCIC was to receive 'an amo-mt of about Tk.1.2 billion from BADC for procuring fertilizer 
from factories. According to BCIC, with the invofvernent of direct procurement by the 
private sector, profits frorn ail BCIC factories, except NGFF increased considerably. BCIC 
estimates that the total profit of all fertilizer factories increased from Tk.695 million in 
1988-1989 to Tk.990 million in 1992-1993, thus an increase of about 42%. 

Table 3.9 Production of Fertilizers by BCIC Factories from 1986-1987 to 1993-1494 

CUFL JFCL ZFCL UFFL PUFF NGFF Total CTSPC 
Fiscal 
year Urea TSP SSP 

% change 
1986-1993 98 221 47 20 25 -23 158 -50 620 

Source: BCIC reports 
Notes : I. In case of  urea from JFCL and SSP from CTSPC, pcrccntage change is shown for 1991-1991 and 1990-1994, respectivdy. 

2. Figures xe rolmdcd. 

The knowledge of BCIC is largely limited to rnmufzcturing. Previously it had a 
captive buyer in BADC, and therefore, was not disposed to improve marketing techniques. 
With the introduction of private sector procurement, BCIC is now considering sound 
commercial techniques with the assistance from FDI-11. However, constraints in the delivery 
system of factories during the peak demand months have caused upward pressure in the 
farm-level prices. One of the major issues regarding BCIC's delivery system is that during 
the peak demand months, daily supply is almost 50% of the daily demand. This creates 
upward pressure in the fam-level prices of urea during the peak months as observed over 
the last S years (Figure 3.7). 

In contrast, during the low dernmd months, sales fall far below daily production and 
factory warchcluses are soon filled to capacity and the factory is either forced to close or 
m&i  distress export sales to clear the inventory. Neither of these situations are desirable, 
To overcome this problem, IFDC recorninended that BCIC adopt a variable pricing policy 
to change the don~estic sales pattern. This will mean more sales in the lean months and less 
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pressure on the factories to supply the domestic market during the peak demand months- 
This will enable BCIC to maintain a relative stable rate of selling throughout the year. This 
will shift the storage function to the private distributors which will result in improved 
supply and availability of urea at the farm-level. It is estimated that BCIC would save about 
Tk.13 million on inventory costs by a variable pricing policy. 

Fertilizer Sales I ~ m m e d  Dramniicnlly. The logical framework in the FDI-I1 project 
paper included an output of achieving an annual growth of at Ieast 8% in aggregate 
fertilizer consumption over the life of project. The trend in fertilizer sales between 1986- 
1987 and 1993-1994 is shown in Figure 3.8. Aggregate fertilizer sales from 1986-1987 to 
1993-1 994 increased by about 70% with an annual compound growth rate of about 8%. 
Fertilizer sales by product and nutrient, respecthely, for the last 8 years are shown in 
Tables 3.10 and 3.11. During the 1st three years of implementation of FDI-TI (from f 987- 
1988 through f 989-l!Wl) fertilizer sales increased by an average of about 240,000 MT per 
year, more &an three times the previous three years average increase of 65,000 MT per 
year. The growth in fertilizer saies s!owed from 1990- I99 1. 

Table 3.18 Fertilizer Sales by Product and Year from 1986-1987 to 1993-1994 

Product 

Fiscal Phosphatic 
Ye= Urea fertilize; M 1' Gypsum Zinc ASP Other Totat 

Annual ccxpound 
growth rate (%) 8 4 7 62 2 1 7 

Source: BhDC Fertilizer Ncwslcttcr and f DI-II 
Notes : 1. Phosphatic fertilizers include TSP, SSP, and DAP. 

2. Base year is 1986-1987 and percentages are rounded. 

Several factors contributed to this inchcling a doubling of the price of diesel fuel, and 
therefo're, an increase in the cost of irrigation. As a result, the irrigated area remained virtually 
constant. An artificial shortage of urea because of unrirnely export by BCIC also led to a slight 
increase in urea sales during 1992-1993. Sales u7ere also disrupted with the increase in the 
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prices of TSP and MI? after complete withdrawal of the subsidy. A significant decrease in 
food grain prices in 1933 may also be partly related to weak demand. Moreover, slow 
~rowth  in HYV acreage, specialIy during Aus season between 2990 and I994 also impeded a 
faster growth of fertilizer. Between 7 990- 199 1 and 1992- 1993 HYV area of paddy 
increased by 495,000 hectares compared to 733,000 hectares between 1988- 1989 and 1990- 
1991. Although aggregate sales increased at an amuai compound rate of about 896, 
naturally all products did not increase at the same rate. Data in Table 3.10 show that sale 
of major fertilizer products such as urea increased by an annual compound rate of 8%, 
phosph~tic fertilizers (TSP, SSP and DAP) by 4%, and MP sales increased by 7% from 
1986-1 987 to l993-l994. 

TabIe 3.11 Fertilizer Sales by Nutrient and Ycar from 1986-1987 to 1993-1994 

Nutrient 

Phaspkorous Potassium 
Fiscal Nitrogen Pentoxide Oxide Sulfur Zinc 
year (N> (WJ K O )  (S) (24 

Annual compound 
growth rate (%I 8 (-1 7 76 21 

Source: Cakulated from TabIe 3.10 
Notes : 1. The nutrient content of various fettilizcrs arc: Urea= 46% N, TSP= 46% P,O,, DAP = 18% N and 46% P,O,, SSP= 18% 

P,O, and 12% S, MP= 69% K,O. Gypsum= 18% S ,  ASP= 21% N and 24% S. Zinc= Ig% S and 36% Zn. 
2. Percentages are rounded and (-1 indicates Iess d m  I%. 

The annual growth rate in terms of nutrient sales shows that nitrogen during the 
same period increased by an annual compound rate of 8% and potash (K,O) by 7%. Sales 
of phosphorous virtually remained the same during this period. The sale of phosphorus is 
compa~~tively low because of the low nutrient content of SSP, which farmers are using as 
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an apparent substitute for TSP'. Another important reason for low sales of P,O, is the 
coniplete withdrawal of subsidy from TSP, the major phosphatic product. This is  also the 
case for LIP. The situation was further aggravated by the decision of BDG to reduce prices 
of urea within 6 months of the coxnplete withdrawal of subsidy from TSP and MP. This 
was not a favorable development for farmers with regard to price ratios between 
agriculturaI output (HYV paddy) and phosphorus and potash vis-a-vis price ratios between 
HYV paddy and nitrogen fertilizer. As shown in Figare 3.9, during the Boro season of 
1959-1990, farmers needed 0.8 kg, 0.9 kg and 0.7 kg of HYV paddy, respectively, to 
purchase 1 kg each of urea, TSP and MP. This ratio did not change for urea, but increased 
to 1.4 kg for purchasing 1 kg each of TSP and MP during the Boro season of 1994. 

Despite the progress made in the fertilizer sector, a slight increase in the farm-level 
price of fertilizer during occasional and short lived shortages concerns policy makers. 
Fertilizer constitutes 9% to 15% of the total cost of production of HYV Boro, which 
accounts fur the major consumption of fertilizer (Figure 3.10). 

Fnrrzrers nre risiirg fertilizer in diversified crops. Bangladesh farmers are receptive 
to technological. improvements provided their socio-economic conditions permit. Realizing 
the benefits of fertilizers, farmers are inclined to use fertilizer in diversified crops. The 
share of total fertiher use for paddy decreased from 86% in 198 7-1982 to 76% in 1990- 
199i. The share increased from 3% to 7% for wheat, 1% ts 4% for potato, 3% to 4% for 
oilseeds, and nil to 1?4 for vegetables between 198 1-1 982 and 1990- 1991 (Figure 3.1 1). 
There is considerable interest in crop diversification in Bangladesh and it is expected that 
with the gradual shifting of land towards diversified crops, fertilizer use in these crops will 
continue to increase. 

BnrtghdesJ2 Fertilizer Associcriion - n key fador in the i~rstifufio~zalizaliu~z of 
privnte sector fertilizer mnrketiizg. All domestic fertilizer distribution and marketing 
activities are now under private sector management. FDI-11 acted as a catalyst in the 
fertilizer market reform process. Working in close collaboration with the Ministry of 
Agriculture, IFDC has attempted to represent the concerns and interests of the BDG, the 
fertilizer distributors, merchants and traders, various donors and most importantly the 
fanners of Banglades1-i. It is now time for the fertilizer dealers in Bangladesh to begin to 
develop their own capability to deal with certain key issues, for example, market 
monitoring and intelligence, liaison with the government on fertilizer and agriculture related 
issiles, dealer training and technology transfer, and dealer or retailer and farmer education 
about fertilizer use. A well organized fertilizer association can be an effective force for 
developing those important capabilities and representing the mutual interests of the fer+'l' ~1 lzer 
sector on many critics1 issues related to continued fertilizer development and improved 
marketing. With this aim in view, the Bangladesh Fertilizer Associatiori. (BFA) was formed. 
This is a concrete outcome of the FDI-I1 technical assistance. FDI-I1 provided technical 
support and organizational assistance in the planning and subsequent formation of the BFA. 

* 

SSP contains 18% P,O, and 12% S ,  and TSP contains 46% P,O,. 
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The Fertilizer (Controt) Order is essem fin1 fa protect the irzterests tl f famrers. A1 i 
fertilizer marketing activities including import, and distribution are managed by the private 
sector in Bangladesh. Although Bangladesh has an Essential Commodities Act to protect the 
interests of consumers, it is difficult to ensure quality of fertilizers under this act. Therefcrc: 
measures were required to regulate quality of fertilizers in the interest of consumers, 
famers, and traders. With this in mind, a draft fertilizer (control) order was prepared 
tb~olzgh FDI-I1 to promote the distribution of effective and safe fertilizers and provide 
assur=ces that fertilizers are identified properly. This regulation also provides assurance of 
the validity of the quality and quantity represented by manufacturers. Enactment of the 
fertilizer (control) order is under consideration of the BDG. 

Credit Program 

Access to credit is essential to facilitate the privatization of fertilizer distribution. 
With the gradual transformation of the fertilizer business from the public sector to the 
private sector, dmland fur credit from institutional sources increased to meet the need for 
working capital among fertilizer dealers and distributors. No specific bank credit program 
for fertilizer marketing was available, although many dealers borrowed from banks for 
fertilizer purchases. But with greater perticipation of private sector distributors in the 
fertilizer business, lack of funds and the high cost of borrowing from institutional sources 
bedame constraints to many fertilizer distributors to expanding fertilizer business activities. 
k key component of FDI-I1 was to provide technical assistance to improve and streng~hen 
the capabilities c~f banks in providing fmds to finance a fertilizer dealer credit program and 
fertilizer imports, The main objectives of the FDI-I1 credit program were to: 

@ Promote the access of distributors to funds through the comnlercial banking system 
which is essential for: 

e inventory maintenance 

o trade credit to dealers, retailers and ultimately, farmers 

increasing flexibility of distributors and dealers in using different sources of 
financing for technology transfer activities. 

The In-Kind Credit Program 

During the early stages of developing private sector dealers and operations, an in- 
kind credit program managed by BADC was funded under FDI-11. Of a U.S.S 13 million 
soft loan for in-kind credit, USAID released U.S.$ 3 million in April, 1989 to BADC for 
the program at PDPs and later the TDPs. With the rapid transition of the domestic fertilizer 
market from the public to the private sector, the share of BADC in the fertilizer market 
declined substantially. lMany PDPs closed and the demand far the in-kind credit declined 
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and use of credit funds was slow. Further, with the removal of restrictions on private sector 
imports of fertilizer, demand for in-kind credit virtually disappeared. After a review by 

oram was FDI-11, the remaining amount of about U.S.$ 10 miUion for the in-kind credit pro, 
de-obligated and used for fertilizer imports. 

The Commercial Credit Program 

The cornmercia! credit program (CCP) was designed to increase availability of 
institutional credit exclusively for financialg fertilizer marketing activities. The objective 
was to support the central bank in refinance activities for expanding and developing a 
national fertilizer marketing and distribution system that may generate counterpac funds. 
Through this program, Bangladesh Bank released funds to participating banks (PBs) on 
receipt of a letter of request from the PBs for refinance after sanction of credit to fertilizer 
dealers. 

The CCP F~c~rd: The CCP started in June, 1989 though FDI-11. The funds for the 
progmm were placed with the Bangladesh Bank in three tranches amounting to U.S.S 5 
million, U.S.$ 7 million, and TJ.S.$ 3 million released on June, 1989, May, 1990 and 
December, 1990, respectively. Later, counterpart funds of US.$ 6 million were received for 
four consignments of imported TSP funded by USAID and deposited with the Bangladesh 
Bank. The total CCP funding as of June 30, 1994 was about Tk.1,053 million or U.S.S 26 
milIion, which includes original grant funds, counterpart taka funds deposited against import 
of fertiIizer and the interest earned on refinanced loans. Besides the FDI-II funds, the 
participating banks are using their own funds for loans. 

The CCP fund was useful in increasing the availability of credit from banks for 
private distributors and dealers for financing fertilizer purchases. This, of course, resulted in 
increased competition in the fertilizer market and improved availability of fertilizer on a 
timely basis. Initially, 14 banks agreed to participate in the CCP and foliow the procedures 
developed by FDI-I1 for extending credit to fertilizer distributors and dealers. 

There are currently 13 PBs extending credit to the fertilizer sector, or nearly one hzlf 
of aIl conmlercial, banks in Bangladesh. Despite a small decline in t l ~ e  number of PBs, 
dow.n from 15 during 1991-1 992 to 13 in 1993-1 994 (Table 3.121, the number of bank 
branches extending credit increased from 165 to 395 between 1989-1 990 and 1993- 1994, 
thus an iricrease of about 139%. As indicated in Table 3.12, the loan amount sanctioned 
and disbursed by the participating banks increased from Tk.342 million (US.$ 8.6 million) 
in 1989-1 990 to Tk.6,189 million (US.$ 154.7 million) in 1992-1993, an increase of about 
1,800%. The number of loan applications approved also increased from 165 to 1,198 
between 1989-90 and 1993- 3 994. 

5 
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Table 3.12 Performance Indicators of the Comn~crcial Credit Program 1989-1994 

Indicators 

Number of participating banks 
extended credit 14 14 15 13 13 

Number of branches of PBs 
extended credit f 65 265 33 I 3 54 3 95 I39 

Loan appIications approved 3 13 465 84 1 1,062 1,198 283 

Loan anlounts sanctioned 342 1,090 5,521 6,189 2,430 610 
(million Tk.) 

USAID financed share 267 576 2,748 1,557 1,004 276 
(million Tk.) 
Yo 7 5 53 3 2 25 4 1 

Participating banks financed share 75 514 3,773 4,632 1,426 1,800 
(million IX.) 
Yo 22 47 7 8 75 59 

Source: B~ngIadcsh Bank and W a d  Oniccs of participatin, ff banks 
Notc : The 1993-1994 figurcs arc as of  May, 1994 and pcrcc:itages arc roundcd. 

The f-urids provided by USAID account for the major share of the total CCP funds 
during the first two years of the program. That share begin decreasicg in !99G-i991 and 
the percentage of the USAID h d s  that was idle averaged 59% as of May, 1994 compared 
to 22% in 1989-2990. The reasons for the decrease in the use of CCP funds may be 
attributed to the following: 

m At present, there does not appear to be a liquidity shortage in Ioanable funds 
in the banks. Therefore, there is a low denland for the CCP funds of FDI-11. 
Sufficient liquidity was engendered by a. decrease in investment opportunities 
in most sectors of the economy because of the gcneral economic slow down, 
emphasis on savings n~obilization by PBs, low reserve requirements (reserve 
requirements fell from 25% to 20% at the end of fiscal year 19921, and 
 relative!^ less attractive investment in the government sector. 

m It zppears that there was a mismatch between the short-term PB bom\vinz 
from the CCPF (three months) and the sanction of loans (lines of credit) with . 
a iongcr nmurity period to fertilizer traders. 
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e The capacity of the PBs to make good loans may also have been over 
estimated. The Iimited capacity to make good loans has effectively 
constrained the demand of PB's for outside funding. The effective demand 
for fertilizer loans is satisfied by local resources, especially in the present 
environment where greater accountability from bank is expected. It is 
important to note that, although the financial performance of the PBs in 
making good loans to the fertilizer sector is not good, it is significantly better 
(24%) than other sectors of the economy. For example, the delinquency of 
loans for food grain traders is about 80%. 

.I The CCP, by providing working capital to the feriilizer distributors, helped to 
multiply their income from the fertilizer business. Thus, reduced dependence 
on institutional credit. 

0 7. ~ ~ n a l l y ,  the fertilizer market has not expanded during last three years as 
vigorousiy as during 1983-1390 arid 1990-2991, because of the effects of 
lower paddy prices, and higher fertilizer prices due in part, to the removal of 
the fertilizer subsidy. In addition, sIow growth in the HYV and irrigated areas 
between 1 990- 199 1 and 1993- 1994 impeded growth in the fertilizer sector. 

The CCP has, to a great extent. met the FDI-I1 project objective of encouraging 
fi~ancial institutions to provide working capital for fertilizer traders. The performance of 
each of the participating banks showing the loan amount sanctioned and disbursed by fiscal 
year from 1989-1 990 to 1993-1994 with the current position of their lam portfolio as of 
May 31, 1994 are shown in TahIe 3.13. The tabk sl~ows that during the FDI-11, the 
cumulative loan amount sanctioned and disbursed by participating banks to the fertilizer 
sector totalled Tk.15,570 million or US.$ 389 million. The fact that the banks are using 
their own funds for about 59% of the loans for fertilizers is clear evidence that the banks 
consider the private fertilizer sector viable and profitable. This is a key to 
institutionalization of the credit system in the commercial banking system. 

An estimate of Bangladesh Bank shows that the total fertilizer loans overdue in mid 
1994 were Tk.360 million (U.S.$ 9 million), the delinquency rate about 24%. Although any 
delinquency rate is undesirable, the fertilizer loan portfolios of the banks are on average 
significantly better than other sectors of the economy. For example, the delinquency of 
loans for food grain traders is about 80%. In the case of USAID CCP funds, the loan 
portfolio of the Bangladesh Bank shows no delinquency problems. 

Trade credit: One of the objectives of the CCP of FDX-I1 was to encourage fertilizer 
distributors, wholesaIers, and retailers to pass credit on the next level in the market netti-ork 
so credit could be extended to farmers. A study through FDI-II indicated that about 94% of 
the CCP loan funds are channeled by the PBs directly to distributors, 5% to wholesalers 
and :% to retailers during 1992- 1933 (Figure 3.12). About 12% of the loan amount 
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disbursed to distributors by PBs is provided in the form of trade credit, to the next level of 
the inarketing chain. As such as 65% of the rertilizer tradzrs who received Ioans from PBs 
in mn provided trade credit to their cIients. F3I-I1 estimated that short-term Iiqcidity 
valued at Tk.33 million (U.S.$ 0.8 million) was channelled to farmers by fertilizer traders 
though trade credit during 1992-1993. These estimates are based on a survey of 520 
fertilizer traders who received Ioans during FU 1992- 1993. If the total number of borrowers 
(1,062) is taken into consideration, short-term liquidity valued at Tk.66 million (U.S.S 1.7 
million) was provided to farmers by fertilizer dealers through trade credit. 

Table 3.13 Comparative Position of Loans Disbursed to Fertilizer Traders by 
Participating Banks, Loans Outstanding, and Loans Repaid from 
1989-1990 to 1993-1994 

- 
Curnubtirc Amount or Sumbcr of 

Participating b a n s  Loans Loans Loans Loans loan1 loans repaid Kurnbcr of Loans Loans overduc Loan$ Dciiaqrtnq 
b m b  disbursed disband dirberrcd disbursed disbursed disburrcd (:umularivc) Borrowrrs sanctioned ouuunding accounu overdue rztu 

Million Tk. - %- 

SCBs 

Agrrni 39 78 401 623 539 1.580 1.365 93 397 215 1* d 4 

J t n a b  29 23 339 461 57 909 843 35 107 66 I 10 IS 

Sondi I2 22 218 ZJS 19 599 526 123 84 73 22 2 1 29 
Huprli 33 31 1,029 L46 1911 2,137 1.960 115 253 177 103 141 80 

PCBs 

536 43 1.432 1330 
S 369 347 - 

274 33 367 343 
665 176 1,241 1,125 
668 564 2.505 2.1 14 
529 79 1319 1.2U 
2 I8 1 8 4  750 641 
197 61 922 SX9 
419 ZOO 1.262 1,172 

9 9 

5 5 

Source: Bangladesh Bank 
Notes ; 1. !993-1994 figures are a of May, 1993. 

2. Loans sanctioncd are assumcd disburscd. 

The fnIand Letter of Credit 

When policies to ailow direct sales from BCIC factories to the private sector were 
implemented, the means of payment was cash, initially. With the estabiishment of the CCP, 
payments were also made by demand draft (DD) and pay orders (POs). But constraints and 
risks ic arrmging cash pynlents and the use of dcniand drafts were considerable, especially 
n-hen fertilizer deliveries were substantially behind pay order requirements. To solve these 
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problems, FDI-II proposed another means of payment, the Inland Letter of Credit (ILC) 
which is similar to a letter of credit and is a legal financial instrument issued by 
commercial bank to other banks as an agreement to honor, within a specified limit, all bills 
paid by the receiving bank on behalf of a particular trader. 

Payment through ILCs to the factories often involves lower bank charges, alleviates 
risk, does not block distributors funds with BCIC for prolonged periods, and reduces costs 
and fm- ieve l  prices. The ILC was introduced through FDI-I1 in 1990-1 991 to ( I )  develop 
a sufficiently diverse range of financial instruments to allow fertilizer traders to manage 
effectively their asset-liability portfolios, and (2) alleviate the risk of arrmging cash 
payments. This instrument of payment was accepted enthusiastically by the distributors. The 
nearly two-fold increase in the number of ILCs issued during 1992-1 993 and a major share 
of procurement of fertilizer though ILCs are indicative of the popularity of this financial 
instrument (Table 3.14). Clearly, the nse of ILCs has been a success and contributed 
significantly to -the process of developing a free market for fertilizer in Bangladesh. 

Table 3.13 Use of Inland Lcttcrs of Credit from 1990-1991. to 1993-1994 

ILCs opened Fertiiizer Percent of 
Fertilizer sold through Total ferti I izer 

Fiscal Fertilizer procured DD, PO, and BCIC procured 
Ye= Number quantity with ILCs export sales thr3ugh ILCs 

Source: Fefli!izer factories and Head Office of BCIC 
Note : Percenlages are rounded. 

However, the procedure of BCIC maintaining a 2:1 cash to ILC sales ratio that \..as 
introduced in 1992-1 993 delayed the purchase of fertilizer for as long as three months for 
those fertilizer traders using ILCs and resulted in a limited use of ILCs. Although BCEC 
accepts ILCs contracts for as long as 60 days, transactions through fLCs were also 
impeded because the contracts did not specify a delivery date and there was no penalty to 
buyers who refused to accept a delivery. This led to an arbitrage opportunity where ILCs 
were opened by buyers in an effort to maximize profits through strategic positioning in the ' 

delivery order sequence. However, this situation improved during 1993 - 1 994. The quantity 
of fertiiizer purchased tlxough ILCs increased from 26% to 59% between 1992-f 993 and 
1993- 1994. 
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Gealer Development, Training, and Technology Transfer 

Dealer Development and Training 

A good working knowledge about fertilizers =d proper use are essential for dealers 
to be effective in sales promotion, market development, and offering improved customer 
services. Educating government officials, fertilizer businessmen, and bankers is also 
considered essential for creating and maintaining an efficient fertilizer market. To satisfy 
this need, the dealer devefoprnent and training program (DD&T) was an important part of 
technical assistance work through FDI-11. 

Initially, FDI-II was involved in advising and assisting BADC in improving DD&T 
programs that covered a wide range of business development and technology transfer 
training activities for fertilizer dealers and dealer training officers. With the gradual 
transition from a public to private fertilizer sector, the dealer development and training 
program? placed more emphzsis on developing private sector importers and distributors, 
increasing the knowledge and skills of bankers, and improving the knowledge of 
government policy makers about market economy concepts and management. Based on an 
assessment of the fertilizer sector and rekvant government officials and bankers, a training 
plan based on need was developed in the first year of FDI-11. This plan was periodically 
modified to ensure compatibility with overall project objectives. The objectives of the FDI- 
I1 training programs were: 

To increase knowledge about fertilizer products and use to enable dealers to 
provide better services to farmers. 

To strengthen the skills of deaiers in fertilizer sales and mxket development 
to promote use of fertilizer. 

To enhance fertilizer marketing management skills among dealers as a means 
to improve efficiency and profitability so that they devote more time and 
effort to marketing fertilizers. 

To educate policy makers about the benefits of a free competitive marketing 
system to enable them to identify obstacles impeding development of free and 
competitive fertilizer market and remove those obstacles, and 

To strengthen the capacities of lending institutions to increase financing for 
fertilizer trading. 
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The primary foci of the training programs organized through FDI-II included the 
following: (I)  impact of policy reforms, (2) improving fertiIizer use efficiency, (3) 
orientation programs for dealers, (4) understanding the crop production technology, (5) 
fertilizer marketing management for dealers, (6) understanding the cornmerciaf credit 
programs, (7) fertilizer inventory planning, (8) fertilizer importation, (9) fertiIizer 
distribution planning, and (10) production and use of cornpolund fertilizers. 

FDI-II organized and conducted 233 domestic training and training-cum-workshops 
for 1 1,022 participants as of Junc, 1994 (Table 3.15). Private distributors and importers 
accounted for 83% of all participants, GOB off'rcials including MOA, Ministry of Food 
(MOF), BADC, BCIC, Department of Agricultural Extension (DAE), other organizations 
794, bankers 6% and other Non-Government Orgmizations (NGOs), farmers, and Gxameen 
Krishi Foundation (GIG) accounted for 4%. Numerous technical pamphlets, brochures, 
posters, slides, and films were produced for the domestic training programs. Annexes III 
and IV describe these materials and are indicative of the material provided to and used by 
the participants in the training programs. 

Table 3.15 Participants in FDI-XI Training Pr~grams, 1987-1994 

Affiliations of participants 

OLlic; 

Numbcr Distributors Ministries Chamber 
of and and G o v ~  o f  

Year programs irnportcn Bankers MOA BCIC OADC DAE TCCA hlOF agcncics GKI: NGO Commerce Fanncrs Oacr Total 

Numbcr of participants 

Domestic Training-cum-Workshops 

External Training, Seminars, and Study Tours 

Source: FDI-II 
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In addition to domestic training, 193 participants from the public and private sector 
participated in 33 external training, invitational tours, and study tours. For the external 
training, candidates are required to pass the ALIGU test arranged by USAID. But a 
shortage of distributors and dealers qualified in the English language posed problems in 
sending some distributors for training in the USA. Therefore, a strategy was suggested 
tlzrough FDI-I1 to send an interpreter who had scored high in ALIGU test to accompany 
participants. Therefore, virtual!y all external training programs included an interpreter from 
FDI-11, IFDC, Dhaka, who helped participants acquire knowledge in their own language. A 
detailed list of external training programs supported through FDI-I1 is shown in Annex V 
and summarized in Table 3.15. 

A study conducted by the crop diversification program of MOA in September, 1992 .' 
entitled Dealer Development Survey indicated that the private sector fertilizer distributor 
network is well established and is able to supply fertilizer throughout Bangladesh. The 
study also indicated that a majority of the dealers have a fair knowledge about fertilizer 
products with respect to types and doses req-uired by crops. A majority of the dealers 
provide instructions on the use of products to their clients on request and some offer advice 
voIuntarily. A majority of the farmers also rate the services offered by the dezlers as being 
satisfactory. 

The training programs organized through FDI-II were effective in transferring 
knowIedge to the participants. This has been critical to the development and implementation 
of appropriate policy reform, improved banking practices, improved efficiency in fertilizer 
importation and marketing, and improved efficiency in fertilizer use. 

The private distributors also changed their behavior towards customers. They are 
now sharing with farmers the knowledge they gained though training in the FDI-11 project. 
They now h o w  the nutrient deficiency symptoms of crops, fertilizer requirements, doses, 
timing, and methods of application. The monthly farm-level fertilizer price survey of FDI-I1 
also indicated that private dealers assumed an important role in providing technical advice 
on fertilizer application (Table 3.16). 

Dealer trnitrirrg is rzow orgattized by the private sector. The private sector dealer 
development training programs of FDI-I1 emphasized improvement of dealers%owledge 
about marketing management, deve!oping a complete marketing mix, credit management, 
quality assurance, tecImology transfer, and implementing marketing plans. Improved 
knowledge in each of these areas motivated private sector distributors to disseminate 
knowledge to dealers and farmers. 

For thi~-~urpose,  the private distributors organize training programs by themselves as 
the best means of transferring their knowledge to the others. During 1993-1 994, the private 
secior sponsored and organized 12 training program in different locations of Bangladesh in 
collaboration with FDI-II as indicated in Anncx VI. This demonstrates the 
institutionalization of the training and deaIer development within the private sector. FDI-I1 
provided some technical and financial support for these programs. 
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Table 3-16 Sources of Technical Advice Received by Farmers on Fertilizer Use from 
May, 1993 to Junc, I994 

Modc! fanners, 
Private conlnct growers, 
fertilizer Block and Dcrnonstration Radio or Total 

Month dealers NGOs supervisors coclact farmers plots Neighbors teievision respondents 

f"w Number 

May, 1993 
June 
July 
August 
September 
October 
November 
December 
January, I994 
Febmay 
March 
April 
May 
June 

Notes : 1. Percentages are rounded. 
2. (-1 indicates less than 1%. 
3. Some farmers reponed more than one source. 

TechnoIogy Transfer 

Although the FDI-I1 project is designed to promote the private sector fertilizer 
market, the ultimate beneficiaries of the project are farmers. It is known that Bangladeshi 
farmers learn about fertilizer from the following primary sources: ( I )  extension workers, (2) 
contract farmers, (3) field demomtrations, (4) field training, ( 5 )  radio, newspapers and 
television, and (6)  fertilizer dealers. They need to be educated continually about the proper 
use of fertilizer. Therefore, technology transfer was an essential part of FDI-11. 

With a view to improving the judicious use of fertilizer and introducing innovative 
high yielding crop varieties for increased profit, IFDC used the following major tools for 
the dissemination of technologies: (1) technology demonstrations through BADC, 
Department of AgricufturaI Extension (DAE), NGOs, and the private sector, (2) formal 
training tlrkough field days and farmers' rallies, (3) technical brochures, leaflets, and other 
promotion materials, aid (4) direct technical assistance. FDI-I1 activities oi: technoIogy 
transfer concentrated mainly on the introduction !>f appropriate fertiiizer technologies, 
improved fertilizer use management, and the introduction of crops suitable to the 
agroclirnatic conditions in Bangladesh. Examples of technologies included in the 
dem&strations were urea super granules and urea deep placement technology, hybrid 
maize, baby corn, proper fertilizer management practices for rice and maize, and di- 
ammonium phosphate (DAP) fertilizer. 
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Urea Super Grarzule (USG): IFDC research shows that nitrogen losses from 
broadcasting urea may be as high as 60%-70% through volatilization, leaching, and run off. 
That research also shows that placing urea 7-10 cm into paddy soil after transplanting 
increases production in comparison to split broadcast qplications of urea at similar rate. 
Urea deep placement (UDP) provides greater agronomic efficiency in terms of higher yield 
and less urea. UDP field results indicate per hectare yields of Aman paddy increased on 
average by 586 kg m d  Boro paddy by 891 kg compared to split broadcast application of 
the same amount of urea in both the plots. Considering the benefits of UDP, FDI-I1 
undertook a TJDP demonstration progrm with BADC in 3588-1989 through FDI-II. Later, 
Grmeeri Krishi foundation (GW), DAE and the private sector were also involved in the 
program which continued until 1993- 1994. During this period, 568 UDP demonstrations 
and 22 field days were organized and conducted by FDI-11. 

Results obtained during FDI-I1 showed a remarkable agronomic benefit from the use 
of UDP. The yields of Boro paddy in UDP plots increased on average by 13-19% compared 
to split broadcast piots. In the case of Aman paddy, yieId in UDP plots increased on 
average by 12-15% compared to split broadcast application of the same amount of urea. 

Based upon the exceilent field results, this technology offers excellent potential for 
adoption by farmers. FDI-I1 proceeded to develop prototype urea briquetting machines and 
'encouraged production of the machines in Bangladesh. Briquette production, marketing, and 
test marketing began in i989. Thirteen briquetting rnachices were locally manufactured 
through FDI-11. The production capacity of each machine is 200 kg per hour and 1,600 kg 
per day. Although USG teclmology qpears promising for small-scaie rice prcduction in 
developing countries, much work remains. With diligence, however, the practice cf UDP 
can make a significant contributiori to accelerating rice production and satisfying increaskg 
demand. 

Maize CuItivatiurt: The agroclimatic conditions in Bangladesh are well suited for 
maize cultivation. Yet, BangIadesh imports about 90% of the maize consumed araualIy. 
Because of the excellent potential for maize production, FDI-I1 organized a varietal trial 

oram in 1990- 1991. This was followed by a demonstration program in 1990-1 991 using P% 
hybrid and composite varieties through the private sector, NGOs, BADC, and GKF. The 
demonstration results indicated that maize could be grown in virtually all types of soils in 
Bangladesh with respectable yields but the yield of hybrid maize was much higher than that 
of the local composite. For example, fieId trials under FDI-I1 demonstrated an average yield 
of about 8 MT per hectare with hybrid seed. The highest yield, 13 MT per hectare, was 
obtained with Cargill seed (Table 3.17). Based on these field trials, the economics of maize 
cultivation appeared very attractive. The break-even maize price using hybrid seed was Tk.4 
per kg. 

Encouraged by the results of hybrid maize production, IFDC, through FDI-11, took 
the ihitiative to introduce hybrid maize for commercial production in cooperation with the 
assistance of NGOs, GKF, and the private sector during 1992-1993- Hybrid maize was 
cultivated in 1,301 acres during 1992- 1993 Rabi season compared to none in 1990-1991- 
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The average yield of maize was 6 MT per hectue. This program continued and a total of 
1,83 1 acres were plmted during the Rabi season af 1993- 1994, En increase of about 4 1% 
over that in 1992-1993. IFDC provided training to the persomei of GIG, NGOs, and thc 
private sector on maize probuct_ion technology before the pImting seasons i a ~  both years and 
continued to provide technical service for planting, harvesting, post-harvest operations, and 
marketing of maize grain. 

SublS, jmalpur, Joynandahat, Mongalpur, Raniganj, Laterhat, Average 
Variety Eogra Bogra Dinzjpur Dinajpur Dinajpur Dinajpur yield 

Kg per hectare 
Hybrid 

LocaI composite 
BarnaIf. 7,586 4,269 5,809 4,8 14 5,935 9,59 1 6,334 

Sherpur, Subli, Birgsnj Thakurgaon Average 
Variety B ogra Bogra Dinajpur GKF (T.C.) yield 

Kg per hectare 
Hybrid 
PAC-1 1 8,507 9,997 11,336 5,950 8,948 
DK-888 9,065 10,014 7,s 15 6,783 8,344 
PAC-1 56 8,192 7,153 8,774 7,866 7,996 

Local composite 
Barnaii 6 ,gGG 7,326 8,3 82 5,842 7,104 
S huvra 7,270 6,929 5,784 5,513 6,374 

The significant aclievements of maize production under FDI-II encauraged other 
farmers to grow hybrid maize and the hybrid maize area increased fro= nil in 1987-1988 to 
ar.1 estimated 1,100 acres with an esti~nated production of 2,200 MT in 1992-1993. The 
increased production helped to create more job opportunities, zspeciaily in the poultry 
industry where maize is used as feed. 
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Prod~rctiorz artd Mnrketillg of8nby Corn: Under FDI-11, baby corn was introduced 
for demonstration purposes in the Ghorasal area. The field results indicated a yield of 
130,910 cobs per hectare. The cost of production was about Tk. 12,000 per hectare and the 
net return was Tk.53,000 per hectare at a price of Tk.O.5 per cob. Baby corn was produced 
at Ghorasal so that the product could be sold to the P M N  canning factory also located at 
Ghorasal. The PRAN factory was riot able to buy all of the baby corn from the growers and 
FDI-I1 came forward to explore marketing cpportunities. After much effort, restaurants in 
Dhaka city also purchased baby corn. Simultaneously, the private sector fertilizer 
distributors md farmers took a keen interest in baby corn. Farmers at Bogra, Savar, 
Kashirnpur, Uttara, Ghorasal, and other locations started growing baby corn which is sold 
in Dhaka. 

DAP Use, Sales Promoiiorr, arzd Denzonslratiarss: Di-ammonium phosphate ( D M )  
is a compound fertilizer containing 18% nitrogen and 46% phosphate. D& was first 
imported in Bangladesh in 1979 and over 300,000 MT were imported and sold by 1985- 
1986. Another consignment of about 33,000 MT was imported in 1992-1993 with USAID 
funds. Because of the long term absence of DAP in ihe market, the reintroduction of DAP 
was essentially a new product. Initially, farmers were reluctant to buy DAP and FDI-11 
through the private distributors undertook an intense prornoiiormt program to popularize this 
product among farmers. This promotional program induded discussions in training 
program, group discussions with DAE personnel, and tdevision publicity. In addition, 
IFDC produced and distributed leaflets on DAP throughout Bangladesh (Annex $11). Field 
demonstrations were also organized to demonstrate the performance of DAP compared to 
TSP. 

Despite these efforts, the success in the market was minimal. This was largely due to 
price and specifically, the fact that DAP was piiced at a 20% premium compared to TSP. In 
late 1993 USAID, in direct responsc to the needs of easing the financial burden on the two 
DL4P importers and to speed the introduction of DAP, decided to reduce the DAP cost to 
the importers to the equivalent TSP price. As a result, sales increased in late 1993 (Annex 
VII). 

Denzoitsdratiort, fieid days, aizd publicity: Fertilizer and crop demonstrations, field 
days, and publicity are essential to facilitate technobgy trmsfer. Under FDI-11, a total. of 
998 demonstrations and 53 field days were organized through BADC, DAE, GKF, and the 
private sector. Detailed information on the number of demonstrations by crop and field days 
by year are shown in Annexes VIII and 3X, respectively. The demonstration programs on 
balanced fertilizer use covered mainly Boro and transplanted Aman rice, wheat, mustard, 
potato, maize, baby corn, and vegetables. In addition to maize varietal trials, all 
demonstrations were conducted to demonstrate proper fertilizer use practices arld efficiency. 

. During the field days, farmers were introduced to improved ag$cultural technologies 
by the speakers in languages and styles understandable to Bangladesh farmers. Farmers are 
often convinced of the superiority of the technology through question and answer sessions 
and observations of the demonstrations. Farmers in the greater Rangpl~r and Dinajpur 
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districts leased out land in 1992-1993 to GKF for maize cultivation but did not participate 
directly in maize production. However, during 1993- 1394, motivated by the demonstration 
and field days progranls, farmers in these areas cultivated about 200 hectares of maize on a 
share cropped arrangement with GKF. 

The Management Information System 

The development of a private sector fertilizer marketing system requires accurate 
arid timely market information to facilitate decision making by fefliIizes traders. Such 
information is also critical to the MOA in support of its policy reform initiative and 
monitoring of market conditions. The Bangladesh Bank, participating banks, B CIC, 
members of the Bangladesh FertiIizer Association, USAID, and other do~lors rely on 
detailed market information for conducting fertilizer reiated programs. The market 
information maintained under the FDI-If management information system (MIS) includes . 

data on the impact of policy changes, and data needed to accomplish the project purposes 
m d  to manage tile project, and the fertilizer sector on a current basis. 

The MIS of FDi-II (1) helps to ensure transparency in fertilizer marketing, and (2) 
provides policy makers with betier and timely information as a basis for sound policy 
making. The design of the MIS was based on several key principles: 

Efficient use of data bases, 

o Direct linkage between the data and the specific management questions raised 
by BADC, USAID, BCIC, MOA, BFA, the Bangladesh B d ,  and others, 
and incorporation of data analysis and proposed action as important elements 
of standard reports, 

a Supplementing standard reports with regular scheduled briefings and policy 
statements, 

0 Automation to improve timeliness and flexibility, and 

o Phased institutionahzation of the system. 

The main activities of the monitoring system included collection of data on a broad 
rangz of topics including the institutional and economic aspects of fertilizer disrribution, the 
determinants of fertilizer use, current knowledge and practices concerning fertilizer, and the 
profitability of fertilizer use under different circumstances. The MIS also includes data on 
fertilizer production, import, stock, sales, prices, use, output prices, and the cost a d  
availability of credit. 
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following: 

e 

Monitoring Reports 

The output of the MIS served as a basis for series of reports that include the 

Weekly Report ole BCIC Fertmer Prodiictio~t and Sales: To keep the p o k y  
planners idcrmed about fertilizer production and sales, this report was 
published regularly on a weekly basis (Annex X). 

Furblt iglz tly Report olz Farm-level Fertiiizer Prices: This report provides 
information on farm-level prices of urea, TSP and MP in 61 districts as a 
requirement of MOA (Annex X) and was produced each fortnight. 

Trade Bulktin: With a view to bring more efficiency in fertilizer marketing, 
a trade bulletin (1,500 copies) is published on a fortnightly basis to provide 
information to distrihtors on the current fertilizer market including import 
schedules, international fertilizer prices, sales by factories, stocks of fertilizer, 
wholesaie a d  farm-level prices of fertilizers, and projected demand (Annex 
XI 

Tiza Fnrnz-level Fertilizer Price and Availabiiity Survey: A monthly survey 
of fxmers was conducted to collect primary data on farm-level prices and 
availability of fertilizer. It also provides information on the use of other 
agricultural inputs such as organic manure, seed and seedlings, agricultural 
credit use by farmers, participation of fertilizer dealers in providing credit and 
technical advice to the farmers, and gender disaggregatsd data on agricultural 
labor. This survey was originally conducted in 20 regions interviewing about 
900-1,000 farmers per month, Later, to meet MOA requirements, this survey 
was expanded to 61 of the 64 districts in Bangladesh, excluding 3 small 
districts of Chittagong Hill Tracts and the number of farmers interviewed 
ranged between 2,500 md 3,000 monthly at the end of FDI-II (Annex X). 

Mu~zitori~tg Report on Fertilizer Distribrrtiorz: This report was produced 
monthly and concerned the monitoring and evaluation of the production, 
imports, distribution, availability, consumption, and stock of various 
fertilizers in Bangladesh. It provided suggestions for achieving efficiencies iil 
the process of privatization in fertilizer trading. Data on fertilizer 
procurement, sales, and stock are collected from BCIC factories, importers, 
and distributors in major sales centers (Annex X). 

CCP Motziforit~g: IFDC monitors the CCP on a rnorcthly basis and collects 
data from the branch offices of the scheduled banks in which the distributors 
have credit accounts. This report shows the amount of credit requested from 
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CCP funds, credit used, credit refinanced by Bangladesh Bank, and loans past 
due. Any deviations are immediately noted and corrective measures 
suggested. This information is also used to adjust the replenishment schedule 
of CCP funds to Bangladesh Bank to take action on arrears and evaluate 
whether the credit terms permit effective use of the funds (Annex X). 

I) Qnorterly Progress Report: The quarterly report highlights selected 
information of an operational nature pertaining to the activities of FDI-II. The 
report also shows FDI-I1 inputs, activities, and achievements with reference to 
the work plan and recommendations being implemented by decision makers. . 
This report also shows aggregate changes and trends during the cropping 
season that terminated during the quarter prior (Annex X). 

A~uiztal Progress Report: The annual report contains an analysis of the 
development of the fertilizer distribution sector and obviates much of the 
need for costly special evaluations (Annex X). 

Fnrrrt-level Fertilizes Use Survey: To examine the impact of the FDI-I1 
project, a farm-level fertilizer use survey (FLFUS) was conducted across the 
nine cropping seasons starting from Rabi-Boro 2988-1 $89 and continued 
flu-ou& A1lxm 199 1- 1992. The objectives of these surveys were to (1) assess 
the variability in the use of fertilizer by different crops and the prices of 
fertilizers and crops by region, (2) assess the impact of privatized fertilizer 
market at the farm-level in terms of performances of yield and revenue by 
crop and farm-size, and (3) assess the cost and returns by crop and farm-size 
and the effect on the income generation (Annex X). 

Special Studies: The FDI-I1 project MIS includes monitoring data that are 
collected on a regular basis and data from a number of special studies 
designed and conducted to answer specific ad-hoc questions. The studies 
were needed to (I)  answer specific questions, such as the determination of ari 
equal ex-factory price for all urea factories, the ramifications of closing the 
NGFF or CTSP complex, and the impact of subsidy withdrawal on fertilizer 
prices, (2) determine the implications of the FDI-IX project and possible need 
for additional investments, (3) determine policy issues constraining fertilizer 
marketing by the private sector, and (4) studies that establish targets against 
*which performance can be measured (Annex X). 

As a summary, Annex X shows the objectives of each report, information provided, 
and the decisions faciiitated by the reports. In addition, numerous briefing papers, ad-hoc 
reports, and synopses were prepared and submitted as requested by MOA, USAID, BCIC, 
B&S. government agencies, and donors. These reports were useful and instructive to guide 
policy discussions, develop strategies and generally served as a basis for policy reform and 
implementation. 
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Briefings 

FDI-11 developed a system far providing informal briefings for decision-makers, 
especially BADC, MOA and BCIC oflicials, bankers, and deputy commissioners that have 
proven quite effective. Most of the officials appear to have used meetings and conversations . 

as their primary source of information rather than final reports, but the FDI-I1 MIS 
provided material for oral briefings. These briefing sessions normally focused on major 
accompiishments, current or potential difficulties, options for resolution, and opportunities 
for further progress in developing the private fertilizer sector. Such meetings were problem 
solving sessions, where FDI-II data were used to identify problems and suggest remedial 
actions. 

MIS Automation 

Until August, 1988, the FDI-II project performed all kinds of data and word- 
processing work manually. With the installation of computers in September, 1988, FDI-II 
began using a modern computer system that provided information processing facilities for 
all data collection and analysis work. As the project moved towards achieving its 
objectives, more and more information processing became necessary which eventually 
called for enhancing computing resources. To meet such growing demand of quick 
information storage and retrieval, computer programs, and procedures .were written and 
faster file access systems were used by introducing local area network technology. 
Personnel were trained in using applications, procedures, and standardized programs and 
packages were adopted. 

In general, steps were ttiken to computerize all surveys and analyses conducted by 
FDI-11, automate major activities, and develop expertise in information processing within 
the shortest possible time. Because monitoring and evaluation activities formed a large part 
of the project and several monthly and other timely reports had to be produced, high 
priority was given to this work. Evaluations of special studies were conducted for BADC in 
the areas of cost analysis of fertilizer distribution and transportation and the reorganization 
of the BADC's fertilizer wing. At one stage the "Farm-level FertiIizer Use Survey" data 
processing came under the direct supervision of the FDI-I1 where the existing computing 
facilities were used to expedite the seasonal survey analysis. Additionally, survey data 
processing requests from the marketing and credit units of FDI-I1 were also designed and 
implemented. Programs were developed and installed for accounts and personnel section 
activities under an office automatior! plan. Annex XI shows the databases stored by FDI-11. 

The MIS activities of the FDI-I1 project, supported by computer systems, accelerated 
the flow of information which was in great demand at the Ministry of Agriculture, USAID, 
and other national and international agencies. The computer facilities were significantly 
inzprdved to meet the growing information and cornmunicati~n needs FDI-11 and the 
automation of office operations. 
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The monitoring activities of FDI-XI served BDG and USAID who need timeIy d2ta 
on the fertilizer program to make necessary modifications to improve effectiveness. Secoad, 
the information served the bmks, importers, distributors, and dealers by allowing them to 
make more informed decisions about the fertilizer market. Third, the information helped 
document and evaluate the fertilizer sector reform program as a case study for policy 
makers in Bangladesh and several other countries that are considering privatization 
endeavors. 

MIS Institutionalization 

The scope of work of FDI-II visualized instiiutionalization of the MIS in the public 
and private sectors. With this in view, FDI-I1 put emphasis on the continuation of the MIS 
within MOA to strengthen the capacity of the Ministry of Agriculture. FDX-XI organized 
short-term training for the officials of the sector monitoring unit of MOA. The training 
program focused on (1) systematic collection of data and anaiyzing data on the fertilizer 
sector, (2) disseminating information, and (3) analyzing data. The reguiar activities of MOA 
could not allow their officers ro participate in the training program regularly. Moreover, 
MOA did not have a staff to conduct the field surveys to collect primary data on fertilizer 
prices and other fertilizer related activities. Ultimately, the plan to institutionalize MIS 
within MOA was deferred mainly because of these constraints, but shall be a major activity 
under the proposed Agribusiness and Technology Development Projed. A piar, for 
institutionalizing the lMIS is shown in Annex XII. 

In the case of private sector, h e  absence of a fertilizer association, made it difficult 
to accomplish the task of institutionalization of MIS. However, the BFA will take the lead 
in insti~~tionalizing the MIS to obtain timely and systematic information on fertilizer prices, 
markets, credit and other factors. Steps are now being taken to transfer to BFA the 
responsibility of publishing the fertilizer trade bulletin. 

The Development of Infrastructure 

The objectives of infrastructural improvements during the FDE-I1 were to pursue the 
expeditious implementation of enhanced physical access on the part of private fertilizer 
distributors', to all domestic factories and ports in Bangladesh. FDI-I1 activities for 
infrastructural improvements are summarized below. 

9 Required infrastructural improvements were identified for better factory 
access, better loading facilities for barges and rail wagons, bulk delivery 
systems, improved handiing at ports for imported fertilizer, and low cost 

,I utors. storage by private dist**b 
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With the introduction of direct factory sales of urea, majority of private 
wholesalers and dealers are procuring urea fertiIizer from BCIC's factories 
and they rely on truck transport for distributing in greater Dhaka, Tmgail, 
Myrnensingh and Kishoreganj districts. These routes were quite hazardous in 
parts. After careful surveying and pIWing several improvements were 
recommended in these routes and subsequently implemented by the concerned 
authorities. 

Several aspects of infrastructural requirements of different factories were 
inspected, reviewed, evaluated, and improvements made in the delivery 
system. 

FDI-II teclmical. assistance in rail monitoring services for fertilizer movement 
benefitted the fertilizer distributors. 

FDI-I1 has been directing its efforts towards constructiofi of approach roads 
to the factories, road improvement, railway trmsport~tion, and river port 
transportation. These changes benefitted fertilizer distributors by better access 
to factories and ports, transportation in general. 

The Project Facilities 

The FDI-I1 facilities initially included only a prcject office in Dhaka. Following 
policy reform, requirements to monitor f~rrn-level fertilizer prices, availability, import 
requirements, a d  domestic stock increased greatly. In order to cope with the increased 
monitoring work load of the project and BDG, FDX-I1 worl; was reorganized and expmded. 
Three regional project marketing offices at Chittagong, Khulna, and Bogra were established 
under the supervision of HCN specialists to co-ordinate, monitcr, and guide private sector 
marketing operations including procurement from ports and fxtories, private sector 
importation, inventories of private distributors, buffer stock, demand forecasts, product 
demonstration, teclmology, training and monitoring, wholesaIe a d  retail. prices of 
fertilizers, and dealer and retailer activities. The regional marketing offices provided 
excellent linkages with the ports, fertilizer factories, and all agricultural areas. The role of 
the regional offices, staffed with one HCN advisor and 10 other staff, facilitated 
development, and monitoring of the private sector fertilizer market. 

The prbject office at Dhaka included a library, a conference room, and office space 
for about 120 staff. To provide transportation for project work, a total of 32 staff vehicles, 
one bus, and 45 motor cycles were used. A list of non-expendable items procured through 
FDI-I1 is shown in Annex XIII. Such project facilities played a key role in assuring 
opportunity and problem identification, smooth transfer of technology, and efficiency in 
data collection from 61 districts in the country. 
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The Technical Assistance 

The successful implementation of FDI-I1 could not have been accomplished without 
a strong TA staff conlprised of 10,841 person months of HCN staff, which includes 17 
advisors, 148 skilled staff and 51 clerical and orher staff, 254 person months of long term 
expatriate staff that includes 3 consulxants and 75 person months of short term consuftants. 
The HCN staff included specialists with a proper blend of business acumen, technical 
expertise, and professionat qualifications. The long term expatriate consultants provided 
project direction and insight to policy and technical issues. However, the keys to the 
success of FIX-11 were the coInrnon understanding by HCN and expatriate staff of the 
project goals and objectives, the ability to design and implement a strategy to accomplish 
the objectives, and a spirit of cooperation to achieve success. Both long-term and short-term 
consultants were used to respond to project needs and requests for technical assistance or 
special studies from BDG and USAID. 

The policy reform contpoiterzf was execlited under the supervision of an expatriate 
long-term consultant who served as the Chief of Party-cum-Marketing Consultant. In 
addition, he was required to work with all BDG ministries and agencies related to fertilizer, 
banks, and the private sector to continue expanding a d  improving the efficiency of the 
maketing system and redefining public and private sector roles. The COP directed the 
activities of the marketing unit that included host country national (HCN) specialists and 
support staff. The unit conducted studies, monitored private fertilizer business, and focused 
on constraints to private sector development and appropriate policy reforms. 

TIw Credit Urzit was under the supervision cf a long-term expatriate credit 
consultant. He was engaged in assisting in the development of a credit program for fertilizer 
dealers. The credit consultant worked jointly with MOA, Bangladesh Bard! and corrmercial 
banks and closely monitored the commercial credit program. under FDI-11. The credit 
consultant was supported by HCN specialists and supporting staff in carrying out the 
project activities. 

The Dealer Devebpntent, Traitzing and Teclmology Transfer U~zit was directed by 
the long term dealer development anc! training consultant supported by a number of HCN 
specialists and pther staff. After July, 1993 the activities of this unit were managed by the 
HCN staff under the supervision of COP. The activities of this unit focussed on (1) training 
of fertilizer dealers, fxmers, BDG officials, and bankers, and (2) technology transfer 
through organizing demonstration plots, field days and farmer rallies in the areas of proper 
fertilizer application and crop diversification (maize) programs. 

The long-term expatriate monitoring, evaluation and computer consultant (MEC) was 
responsible for supervising the PM&E rmif. Initially this unit was managed by the credit 
conshtant, but later the MEC consultant took over the responsibility. A number of HCN 
specialists and support staff wen  employed to assist the MEC consulrant. Under the 
supervision of the MEC consultant, the HCN specialist developed and drafted all 
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monitoring reports related to fertilizer prices and availability, fertilizer distribution, and 
farm-level fertilizer use survey. 

Table 3.18 shows the use of resident consultants, local staff, and short-term 
consultants by number and person months. About 98% of the projected total person months 
was used during the LOP. 

Table 3.18 Total Person-Months Used during the FDI-I1 Project 

Type of Consultant 
Total Percent used compared 
person-months to planned effort 

Long Term Expatriate Consultants 

Chief of Party-cum-Marketing Management Consultant 84 
Financial-Credit Consultant 74 
Dealer Development and Training Consultant 7 1 
Monitoring, Evaluation, and Computer Consultant 25 

Sub-Total 254 

Short Term Consuitants 

USA 
BDG 

Sub-Total 75 

HCN Staff 

Consultants 
Skilled aaff 
Clerical and other staff 

Sub-Total 1 0,84 1 98 

Total 11,170 9 8 

Source: FDI-I1 
Note : Figures are rounded and shown as of August, 1994. 

In addition to long-term expatriate consultants and HCN staff, short-term consultants 
were also employed to conduct special studies to fuIfill the needs of &e project. The 
number of reports pubIished by the FDI-XI staff by year is shown in Tabk 2.19. 
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Table 3.19 Number and Types of Reports Produced through FDI-I1 

Fiscal Year 

Regular Reports 

BADC Fertilizer Marketing Plan 
Monthly PDP Minimum Lifting 
Pilot WLP) Program Monitoring Reports 
Monthly TDP Monitoring Reports 
Monthly Monitoring Report; on 
Fertilizer distribution 
Farm-level Fertilizer Price and 
Availability Survey Reports 
Fertilizer Sales md Stock Report 
BCIC Factories 
Fornightly Report on Farm-lcveI Priccs 
Trade Bulletins 
Monthly Statement of Crcdit to 
Fertilizer Distributors 

Periodic Reports 
Qumerly Progress Repom 
Annual Reports 
Fm-level Fertilizer Use Surveys 
Crop Monitoring Repons 
Special Smdy Reports 

Support from IFDC Headquarters 

The guidance and support from IFDC Headquarters in Muscle Shoals, Alabama, 
USA facilitated greatly the implementation of FDI-11. In addition to overdl guidance and 
supervision of FDI-11, the contributions of IFDC Headquarters improved on (1) organizing, 
managing, and coordinating all external training and tour programs, (2) providing short term 
consuItants for special studies and installation of a local area computer network, (3) 
assisting in the procurement and shipment of project commodities from the USA to 
Bangladesh, (4) providing support for administrative and accounting matters, and (5) library 
support services. 

The Headquarters of IFDC played a key rofe in coordinating and organizing external 
training and study tour programs for FDI-11. The training programs were held ofien within 
IFDC Headquarters. The training programs were very beneficial to the participants and 
incltlded topics such as fertilizer marketing management, agro-industrial project anaIysis, 
administration of comrnerciaI credit and internationai finance, fertilizer and irrigation 

58 Chapter 111 



technology, and agribusiness entrepreneurship. The libraries of IFDC Headquarters and the 
Tennessee VaIley Authority (TVA) were alfowed to be used by the trainees to improve 
their knowledge in these areas. 

Short term consultants were regularly assigned from IFDC Headquarters to 
supplement the staff in Dhaka. A number of reports published through FDI-II were 
completed by short term consultants from IFDC Headquarters. Their activities mainly 
concentrated on (I)  developing a management information system, (2) suggesting fertilizer 
policy options for BDG, (3) installing a locaI area computer network, (4) evaluating 
domestic training programs, (5) preparing profiles of dealers and retailers, (6) improving 
data processing procedures, (7) evaluating the administration and financial systems of FDI- 
11, (8) formulating a variable pricing policy, and (9) conducting an environmental 
assessment of fertilizer factories in Bangladesh. 

IFDC Headquarters also extended support to FDI-I1 through procurement and 
shipment of project comhodities from the USA to Bangladesh. The enthusiasm and 
contributions of IFDC Headquarters throughout the LOP were essential for the success of 
FDT-11. 

Project Administration and Accounts 

Project irnpIement&ion started immediately after the contract was signed between 
IFDC and BADC in March, 1987. Initially, project administration and accounts were 
managed by one HCN staff member under the direct s~pervision of COP. Later, 
administration was separated from accounts to improve the FDI-II internal control system. 
The administrative unit, headed by a HCN staff member and reporting through COP, 
developed and maintained the FDI-I1 systems and procedures for all business transactions, 
asset use, and record keeping in compliance with USAID guidelines. In addition to other 
work, the administrative unit was responsible for managing persome1 inchding staff 
recruitment and maintenance of employee records. 

The accounts unit, also headed by a HCN staff member under the direct supervision 
of the COP, maintzined the accounting system in compliance with USAID guidelines and in 
accordance with generally accepted accounting principles. This unit maintained all 
accounting records including (1) documentation to support and verify all receipts and 
disbursements of funds, (2) maintenance of journals and ledgers, (3) reconciliation of bank 
statements, (4) inventory records of all project fixed assets, and (5) financial statements, 
budgets, and budget analyses as per USAID guidelines and FDI-XI requirements. 
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The project cost was initially estimated at U S $  6 million during the LOP. 
Subsequently, this amount was increased with the extension of project period and expanded 
scope of work (Table 2.1 of Chapter If). Table 3.20 indicates the amount spent as of June, 
1994 by line item. It is expected that about US.$ 17.9 million will be spent as of August 
29, 1994, which is about 97% of the estimated budget. 

Table 3.20 Actual Expenditures during LOP of FDI-IL 

Total Estimated 
estimated Total Estimated total 
budgct cxpenditurcs total expenditures 
March, 1987 March, I987 cxpcndituscs hlarcts, 1987 Percent 
through through July and through Projected of actual 

Costs August, 1994 June, 1994 August, 1994 August, 1994 balance use 

U.S.S - %- 

Resident Consultants 3,178,400 3,068,500 85,400 3,154,000 24,400 99 

Short Term Consultants 1.082.500 852,300 105,900 958,800 123,700 89 

lRDC Headquarters 172200 1172,900 13500 186,200 (13,900) 101 

Training 1,8.10,400 1,762,900 1 1,400 1,774,300 66.IOO 96 

Sub-Total 13,381,000 12306,100 602,800 12,908,900 452,100 97 

ZFDC Xfanagrmrnt Fee 5,XG7,500 4,737,200 246,800 4,974,000 193200 96 

- 
Source: FDI-I1 
Note : Figxes arc rounded. 

IFDC was responsible for pr~curing equipment and materials for implementation af 
FDI-I1 and developed a system to record all purchases of project commodities with models, 
quantity. purchased, w i t  price, total price, and current status. All project property shdl be 
returned to MOA upon completion of the FDI-I1 project as required by the contract. 
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IV. PROJECT IMPACTS AND BENEFITS 

FDI-I1 made major and beneficial contributions to improved fertilizer use 
teclmologies, fertilizer distribution efficiency, expansion of credit by the private and 
nationalized banks, employment generation, and increased agricultural productivity. The 
benefits followed from policy changes, improved bank credit, technology demonstration and 
promotion, and from the development and promotion of a competitive private sector 
fertilizer market. The principal benefits are: (1) fertilizer was available to farrners in aII 
locations of Bangladesh at reasonable prices, (2) the number of farmers using fertilizer 
increased, (3) iii-iproved fertilizer use efficiency resulted in increased yields and returns to 
farmers, (4) new employment opportunities were created, ( 5 )  fertilizer imports were handled 
more efficiently ar,d at substantially lower costs than by BADC, and (6)  the BDG was able 
to reallocate funds from fertilizer subsidies to other areas of the economy. The project 
i ~ p r o v e d  the financial viability of fertilizer dealers and enabled many to be self-employed. 
FDI-II also helped improve the working relationships between fertilizer dealers, bankers, 
domestic factories, and fzrmers. Of significant importance, FDI-I1 helped Bangiadesh to 
achieve the goal of ~elf~sufficiency in rice. 

Farmers 

Fertilizer rise increased comiderably. One of the important concerns of FDI-I1 was 
to make fertilizer available nationwide, specifically to small farmers at reasonable prices. 
The farm-level fertilizer use survey conducted since 1 989 indicted that virtually ail farmers 
in Bangladesh are using fertilizer. Differences in the number of users from season to season 
appear because some farmers may not cultivate crops during a particular season, some 
farmers may not apply fertilizer in a11 plots, and some plots were previously treated with 
fertilizer. Therefore, the percentage of farmers using fertilizer for a particular year may not 
be 100%. However, an estimate of IFDC based on various studies shows that number of 
f m ~ e r s  using fertilize increased fronl about 8 miIIion in 1986- 1987 to about 1 I million in 
1991-1 992 (Table 4.1). 

Fertilizer use is widespread crmor2g s??zd a i d  margiital farmers itr Ba~zgludeslz. 
Very few farmers currently cultivate crops without the use of fertilizer. One study5 stated 
that "a 20 years ago farmers did not know how to farm with fertilizer. Now they do not 
h o w  how to farm without it". Tlie findings of the farm-level fertilizer price survey that 
was conducted monthly since 1988 indicated that the overwhelming majority of the farmers 
purchasing fertilizer from the retail markets are small farmers. The farm-level fertilizer use 
survey (FLFUS) conducted during Boro 1990-1 991 found that the small farmers tend to use 

Lewis, David J. Technaioeics and Transaction: "A study or the Interaction Between New Technology and ~ g - a n  
Strumire in BangIadcsh", Center for Social Studics, Dhaka, May I99 I .  
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more inputs such as feniker a d  iWV seeds than iargcr farmers. The study showed that 
the farm-size has m inverse relatimship with tt:;:s average use of fertilizer per heztare. A 
reason for this may be that agricuitw~ 1s the cdy sutlrce of in :om2 of small farmers and 
they ;xmt a maximum yield from their srnaI1 piece of lmd and they argue that if they use 
less fertilizer, yields will decrease. This supports the findings of other si!:dies which show 
that the adoption af modern technoiogy is greater a11ong small farms compared to large 
farms. 

Table 4.1 Numbcr of  Farm-!louseholds Using Ferrilizer by Farm-she 

Total Number of Total Number of 
Number famers usiilg Number farmers using 
of farms kdl i tc r  of farms fertilizer 

Fam-size (million) Fercentage frniilion) Percentage (milIionj Percentage (million) Percentage 

Small 7.5 70 5.5 74 10.0 8 1 8.7 36 
Medium 2.7 25 1.9 73 2.0 16 1.7 87 
Large 0.5 5 0.4 76 0.4 3 0.3 83 
Total 10.7 100 7.9 74 12.4 1 CO 10.7 85 

Source: BBS various pubfications, and FDI-I and FDI-!I, Sanlpli: Surveys, i98S-I986 and 1991-1992 
Notes : I. National figures on the fm-houschalds were taken f r a n  various issues of BES publicatioas, the propoAon for the year 

1485-1986 by size cIms ha been taken from the Rcport on h c  Census oFAgriculr~re and Livestock, 1983-1984, BBS, while 
the same for he  year 1991-1992. by size cIass has beer? taker! from h Report on !he Household Expenditure Survey 1988- 
1989, BBS, P. 140. Numbcr of fxrmcrs using fcriilizcr and ';hc rclalive proponion for 3985-1986 and 199;-1992 were 
estimated uskg thc findings of various iFDC pub!ications. 

2, Sma!l f m e r s  arc tlhse who o p ~ i a k  land of 2.5 3ETC.3, rncdiurn farmers 7.5 acres and luge farmers operate more than 7.5 
acres. 

3. Percentages are rounded. 

Higher inpitt me Leads to higher yieids. The 1990- 199 1 FLFUS found thzt yields 
from the fields of small tc medium farmers were consisrendy higher thm those of large 
farmers. Although the differences were not great in rice, they were exceptionally higher for 
potatoes, sugarcane, md vegetables. Patgo yields were about 2 1% higher on small md 
medium sized farms and as muck as 50% higher for vegetables (Table 4.2). As the small 
farmers have very small plots, as large as 2.5 acres, the intensity ~f ctrkivaticr, is abviously 
high. 

I~rcaeased yields resd&d h'tr it:cresmsed farm imonze. The goverrmen; made n major 
move towards the removai of subsidies by a partial removal ir, August, !991, more than a 
year before full subsidy removal in December, 1992. However, competitiveness among 
fertilizer distributors and cost efficiencies achieved in the rnaketing netwsrk moderated 
increases in fsrrn-level prices. Figure 4.1 shows fertilizer cast, total cost, r o d  returns, and 
net returns to HYV paddy. In the case of HYV paddy, the net return tc f~rmers has 
remained virtually constant over the last eight years. The net retwn ranged bctwcen 
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Tk.7,135 and 8,473 per hectare between 1986-1987 and 1991-1992. With the increase in 
cost and virtually no change in the WYV paddy prices, the gross return did not decrease, 
mainly because of the increased yield. Paddy yields between 1986-1 987 and 1993-1 994 
increased from 1.4 MT to 1.8 MT per hectare, an increase of about 30%. The increased 
paddy yield is partly due to the increased use of fertilizer. During 1992- 1993 net returns 
decreased mainly due to a sharp decrease in paddy prices compared to 199 I - 1992. Between 
1991-1992 and 1992-1993 total cost increased by about Tk.2,000 per hectare and gross 
returns decreased by about Tk.3,700 per hectare. Therefore, it is estimated that farmers 
earned a low but positive net income. However, with the increase in the price of H W  
paddy, the net return increased considerably from Tk.2,904 to Tk.6,450 between 1992-!993 
and 1993-1 994. 

Table 4.2 Crops yields by Farm-size for the Rabi-Boro Season of 1990-1991. 

Crop 

Farm-size H F J  Roro LV Bore HYV Potato Egg Plmt Tomato 

MT per hectare 

Small 4.3 3.0 22.1 8.5 12.5 
Mediuni 4.3 2.8 22.0 8.0 4.8 
Large 4.1 3.2 18.2 3 .O 4.8 

Source: Fm-level Fersilizer Use Survey, 1990-1991 Rabi-Boro season, FDi-11 

Deders prc~idillg fertilizer on credit assisted farmers in prtrchasitrg fertilizer. The 
monthly survey on fertilizer prices and other agricultural inputs conducted by FDI-II found 
consisientIy that private dealers provide fertilizer on credit at nil to negiigible interest rates 
which improved the ability of farmers to purchase fertilizer. The loans were mostly 
provided in ]kind. Between 1987 and 1994 the percentage of farmers who reported that 
access to funds limited their purchases to less then one bag declined from 23% to I%. This 
demonstrates an efficient private sector service that benefits farmers. 

hprovenren f of j2rfiIizer ciistribz~tiort yields snvirtgs and bet~eJiis Jbr Bangiadeslzi 
farmers. Monthly surveys of farmers show that prior to 1988 fertilizer products were 
purchased mainly in loose form. From 1988 to present, purchases in bagged form, which 
u e  less expenshe, have steadily increased and resulted in red savings for Bangladeshi 
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farmers6. This is one of the outstanding benefits of the improvement in fertilizer 
distribution that resulted from agricultural privatization initiztives by the BDG. In 1987, 
about 35% of urea, about 35% of TSP, and no MP was purchased in bagged form. By the 
end of the first quarter of 1994, these percentages increased to about 90%, 75%, and 60%, 
respectively. Table 4.3 shows that between 1988 and 1994 to date Bangladeshi farmers, 
who are undoubtedly ~ $ e  rural poor, saved about Tk.1,000 million or US.$ 25 million from 
increased purchases of fertilizer products in bagged form. The savings of farmers cited 
above made cash available at least for food, clothing, medicine, improved shelter, and other 
basic needs. 

Table 4.3 Estimated Savings of Farmers due to Increased Purchases of Bagged 
Fertilizer from 1988 to 1994 

Fiscal Year 

Million Taka 

Urea 4 1 157 I28 162 I43 167 798 
TSP 3 5 43 45 54 13 190 
MP 7 19 13 2 1 4 64 

Total 4 1 159 I90 220 218 184 1,052 

Source: BADC Newsletters and Farm-lcvcl Survcy, FDI-I1 
Notes : 1. 1986-1987 is lhe bare yccr. 2. Baggcd saies for 1986-1987 arc estimslcd using UIC sales figures of the reporting year and the 

proportion of smptc baggd saics during 1986-1987. 3. Baggcd salcs during 1988-1989 to 1993-1994 are estimated using 
the sales figures of the corresponding year end the proportion of sample bagged salcs during *ese years. 4. Estimated 
savings are caIculated by taking into account the difference bclween bagged sales of 1986-1987 and the comsponding years 
multipiied by the difference between loost: and bagged farm-lwei prices during the same year. 

Food Grain Production 

Food grain prorlrrctiun increased co~zsidembl_~,. The project paper included a goal to 
increase agricultural production by 4% per m u m .  Although the project paper envisaged an 
increase in agricultwal production, the benefit analysis here is confined mainly to food 
grain production because about 80% of agricultural land is devoted to rice and wheat and 
these two crops account for about 80% of the total fertilizer use. 

The cost per kg of fertilizer is lower from purchases o f  a full 50 kg bag as opposed to loose purchases of less than 50 
kg. For example in Boro 1993-1994 the cost per kg of urea when purchased in 50 kg bags and in loose form were 
Tk.220 and Tk.250, respectively. 
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The project goal of a 4% annual increase in agricuIturaI production was not 
achieved. This goal was set on certain assumptions. An important assumption for achieving 
the goal was that a favorable agricultural price policy would prevail and there would be 
adequate growth in other agricultural inputs, irrigation, improved seed, and pesticides. But 
the project paper did not specify as to what should be the growth rate in other agricultural - 
inputs to attain a 4% increase in agricultural production. Therefore, fertilizer use is not the 
only factor for not achieving the project goal. Moreover, aggregate growth estimates of 
food grain production tend to distort the impact of fertilizer. Because a major portion (53- 
59%) of all fertilizers was used during the Rabi-Boro season. 

With increased fertilizer sales, total food grain production inceased from 16.5 
million MT in 1986-1957 to about 19.5 million MT in 1992-1993 (Figure 4.2). Total food 
grain production increased by 18% during this period with an annual compound rate of 
about 3%. The seasonal trends in fertilizer consumption show that about 53-59% of all 
fertilizers was used during the Rabi-Boro season, 27-33% during the Aman season and 13- 
17% during the Aus season (Tabfc 4.4). The total production of Boro rice, the season 
which accounts for more than 50% of all fertilizer use increased at an annual compound 
rate of about 9% during FDI-11. This dramatic increase in Boro rice production is 
attributable mainly to the increased H W  area, irrigation expansion, and intensive use of 
fertilizer. Total production of Aman rice increased at an annual rate of 3% during FDI-11. 

However, production of Aus rice declined, which may be due to a decrease in 
acreage. The Aus area decreased from 2.9 miIlion hectare in 1986- 1 987 to about 1.7 rniIiion 
hectare in 1992- 1993. Wheat production increased at an annual growth rate of about 3% 
during this period, mostly due to an increase in acreage. 

I~zcrer~ze~~lal food grain productiotr -food for addii i~~tul  people. An incremental 
food grain production of 3.0 million MTs between 1986- 1987 and 1992-1 993 provided food 
for an additional 15 million people. 

Increased food productio~l rerlrrced the food gap. Increased food grain production 
reduced the national food gap by 69% between 1986-1987 and 1992-1993. The food gap 
declined from 1.3 million MT to about 0.4 million MT during that period (Figure 4.3). The 
food gap during 1987-1988 and 1988-1 989 increased compared to the previous years 
because of crop losses due to the devastating floods of 1987 and 1988. The 1991 cyclone in 
Chinagong and floods in the northern districts reduced food grain production to some extent 
in 1990-1991 and another increase in the food gap occurred. Bangladesh is well on the way 
to achieving autarky in rice. The improved use of HYV seed, irrigation, and fertilizer 
encouraged farmers to increase cropping intensity. Cropping intensity which shows total 
crapped area divided by net cropped area as a percent in a particular year, increased from 
about 159% to about 172% between 1986-1 987 1992-1 993. This figure shows clearly 
that f;irmers in Bangladesh are practicing intensive cultivation and adopting improved 
technology. 
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Fiscal Atnm season Rr~bi-Boro scason Aus scnsou 
ycar (July-October) (Novcmbcr-Marc 11) (April-Junc) *l'ola l 

Source: BADC Newslencrs and FDI-I1 
Note : Figures in Parentheses arc rounded percentages. 

Irzcrensed food grain protiuctiotz redirced rice imports. Annual food grain 
requirements are met by importing rice and wheat. Food imports occur normally by cash, 
barter, credit, and grant funds. Sometimes imports were made under stiff credit terms in 
emergency situations. With increased food grain production, the import of rice and wheat 
declined considerably (Figure 4.4). No rice was inrportcd during the last 3 years and this 
had a,direct favorable benefit for the national budget and foreign exchange rescrvcs. 



Figure 4.4 irn Grain in 
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Employment Generation 

Prior to 1978, the fertilizer market was completeiy controlled by the public sector, 
that was selling fertilizer from 460 thana centers. At that time, there ~tzre  approximately 
60,000 appointed retailers but only 6,000 were active. After liberalization sf policies in 
March, 1989, a large fertilizer distribution network was established in the private sector. 
According to recent FDI-II estimates, there are about 1Q8,000 retailers who are active in the 
fertilizer trade, 13,000 wholesalers, i ,398 distributors, and 2 15 importers. These 
wholesalers, importers, and distributors employ about 60,000 persons. Thus, the total 
employnrent generated in fertiiizer marketing, including the self-employed retail network, is 
estimated to be about 170,000 persons. If the average wage for these 170,000 persons is 
assumed to be US.$ 1 per day considering the minimum wage rate of Tk.40 per day for - 
agricultural labor with a 200-day work year, this new employment generated US.$ 34 
million per year in wages as a direct result of the privatization of the fertilizer sector. 

An estimate from FLFUS data shows that farmers used an additionaI 55-66 person 
days of labor per hectare for fertilized HYV Boro plots compared to unfertilized plots. If 
this number is multiplied by the incremental acreage under HYV Boro behveen 1987 to 
1993, (1 0 1 2,000 X 55)  an additional 60 million person days of farm employment were 

. created in the fertilized HYV Boro area. The total incremental employment created could 
not be estimated but is surely substantial. 

BDG Savings 

BDG saved funds as a result of subsidy withdrawal and privatization of fertilizer 
importation and the domestic fertilizer business. Because fertilizer imports and domestic 
marketing are now in the private sector, the BDG no longer bears the expense of operating 
a state controlled system of fertilizer importation and marketing. Full cost pricing of 
fertilizer and private fertilizer business activity had a favorable impact on the national 
budget. BDG savings are calculated from 1988-1989, when direct sales to the private 
dealers from fertilizer factories began. Such savings7 from 1988-1 989 to 1993-1 994 are 
estimated at Tk.4,758 million (US.$ 129 million) (Table 4-59. Of this amount, about 
Tk. 1,759 million (U.S.$ 44 million) was due to subsidy withdrawal and the remainder of 
Tk.2,999 million (U.S.$ 75 million) was due to privatization of fertilizer procurement and 
distribution. Allocation of these savings to other development work, especially in the 
agrlcillture sector, would create beneficial nlultiplier effects. 

Savings are defined here as the amount that would have been spent by GOB had the public sector been invdved in the 
procurement and disnibution of fertilizer at subsidized prices. 
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Table 4.5 BDG Savings Attributable to Subsidy Withdrawal and Private Fertilizer 
Business Activity 

Savings due 
to subsidy 
withdrawal 

Savings due to 
private fertilizer 
business activity Total 

- 

MiIIion Taka 

Total f ,759 2,999 4,758 
(US.$ 44 million) (U.S.$ 75 million) (US.$ 1 19 million) 

Source: BCIC monthIy saics report and FDI-II 
Notes: 1. Savings are calculated taking into account h e  costs (excluding fixed cost) of BADC in 1988-1989 for transporting fertilizer 

from porn and factories to PDPs and the withdrawal or subsidy from Augur& 1991 to December, 1992. 
2. Subsidy is cakuIatcd ccnsidcring t!!e C&F pricc, factory pricc, and incidcntai costs of the corresponding period. 

Fertilizer Importers, Distributors, Dealers, and Retailers 

FDI-I1 resulted in the emergence of business entrepreneurs that are now actively 
involved as private sector fertilizer importers, distributors, and dealers. The market 
liberalization policies resulted in increased trade volume and ensured a fair return on 
fertilizer investments. The training provided though FDI-I1 benefitted the private dealers by 
strengthening their skills and facilitating the exchange of ideas in identifying constraints 
related to the fertilizer business, technology, imports, and use of capital. FDI-11 provided 
suppon to establish the Bangladesh Fertilizer Association (BFA), which strengthened fimher 
the skilis of fertilizer importers, distributors, and dealers. Overall, the FDI-I1 project 
benefitted fertilizer dealers in the following areas: (1) improved business acumen, (2) 
improved access to credit, and (3j improved ability to provide customer services to farmers 
to facilitate technology transfer. 

Banking Sector 

\The lending institutions benefitted from the training programs of the project and 
improved their capacity to appraise loan proposals, reduce transaction costs, and improve 
recovery rates increased. As mentioned elsewhere in this report, the delinquency rate of 
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fertilizer sector loans Is comparatively low compared to other sectors, such as the food grain 
trade8. As a result of the CCP of FDI-11, the commercial banking system has extended the 
scope of its activities to ixlude providing loans to fertilizer importers, distributors and 
dealers. During the project life, the total amount of Ioans made for financing fertilizer 
inventories totalled about Tk. 15,570 million (US.$ 389 million). 

Women 

FDI-I1 data show ;hat there are no women fertilizer distributors or dealers in 
Bangladesh, but some men dealers are operating a fertilizer business in the name of their 
wife or daughter. Moreover, occasionally women do manage a fertilizer business when men 
are absent for temporary periods. The farm-level fertilizer price and availability survey also 
indicates that no women farmers purchased fertilizer from retail shops. Although there were 
no direct consequences for women through FDZ-11, increased fertilizer use-, which resulted in 
increased food grain production, provided work for women in post hawest activities. This 
certaidy increased their income and improved their livelihood. Increased production resulted 
in increased farm-income. The policy reforms of FDI-II created employment opportunities 
for rural population and increased family income and these factors have a positive impact on 
women. 

The FDI-11 data base shows that women in Bangladesh contribute significantly to 
drying, winnowing, parboiling, composting , homegardening , and poultry rearing. Indeed, 
their contribution to these activities exceed those of men. The data base developed through 
FDI-11 may be used to determine the roles of women in these activities by district of 
residence. Such data may also be used to guide the introduction of appropriate technology for 
use by women. FDT-I1 emphasized recruiting women staff as specialists and support staff. 
This provided an opportunity for those women to develop their careers, increase their skills, 
and improve their incomes. At the end of FDI-11, 20 women were employed by the project 
and represented 10% of the total staff. The FDI-JI external training activities also inducled 2 
women. 

Indirect Benefits 

A project like FDI-I1 which aims at creating a competitive atmosphere in the feailker 
marketing has significant secondary benefits which cannot be quantified. These benefits arise 
from linkages and the multiplier effect caused by the promotion of a stronger economy in 
rural areas. The value added in transport, storage, trade, and industry which flows in part 
due to increased fertilizer production and increased food production could not be quantified, 
but is substantial. 

The delinquency rate of the loans to food gmin tmders was 80% compared to 24% to fertiiizer traders as of March, 1994. 
Preliminary Foodgrain Credit Assessment, FDI-11, April, 1994. 
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The project indirectly provides economic benefits to the consumers of agricultural 
products. This is because increased fertilizer use increased yieIds and therefore, reduced 
production costs per unit of output, thus lower food prices benefitted poorer consumersg. 
Indirect benefits also accrued to the citizens of Bangladesh who are taxpayers, because their 
tax burden decreased as government expenditure decreased considerably when private sector 
importers, dealers, distributors assumed the role of public sector corporation, the BADC. 

Many studies substantiate that modern technologies, such as HYV seed, irrigation, 
and fertilizer contribute to alleviating poverty in agriculturaI sector, and economic 
development in general. The FDI-11 project by improving the use of fertilizer contributed to 
alleviating poverty in the mraI areas of Bangladesh. 

However, the consequences of FDI-I1 on the gradual demise of BADC cannot be 
disregarded. In a country like Bangladesh where unemployment is high, uncertainty about 
employment at BADC for a 1a:rge number of workers created frustration among the 
employees. About 6,000 employees in fertilizer wing of BADC were displaced by the private 
sector. Although marry found employment elsewhere, the fate of about 14,000 BADC 
employees remains unceaain and BDG still has an unnecessary fertilizer related budgetary 
burden. It incurs a cost of abwr Ti.200 rniIlion (U.S.$ 5 million) annually for overhead, 
salaries, and allowances of employees in the idle fertilizer wing. 

Steven HaggbIade, Evolving Food Markets and Food Policy, IFPRI, October 4, 1993. 
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V. LESSONS LEARNED AND SUSTAl[NABB[LXTU 

Lessons Learned 

The FDI-I1 project is recognized as a nrodell of the transition from a government 
controkd and operated fertilizer marketing system to a market oriented fertilizer sector. 
There arc many factors which contributed to the success achieved through FDf-11 including 
a sound project design, a capable and dedicated project staff, and adequate availability of 
resources needed for project implementation. However, an overlooked factor, and one 
which was absolutely essential to FDI-II project success was the productive working 
relatiorship that existed between USAID, the MOA and the FDX-II staff. This unique 
relationship driven by a common goal to achieve increased efficiency in fertilizer 
marketing, and improved fertilizer use was the key to project success. The experience with 
FDI-I1 offers instructive lessons and suggestions that provide a better defined strategy for 
the deveiopment of agribusiness in Bangladesh. The imprtant lessons learned are discussed 
below. 

BDG can n ffeci the ecorr ontic rdirecbiorr of agriculture sector tll r o ~ ~ g h  the 
enactnterrt of policy c/mzges. Well designed proposals, convincing arguments, and 
consistency in approach though technical assistance can persuade government officials and 
policy makers to undertake reforms. However, the crucial element in the successhl 
implementation lies in strong political will, broad consensus, and firm comitrnenr an the 
part of policy makers and irnplernentors in government agencies. A firm stance on policy 
reform on the part of donors also plays a key role in persuading the policy makers. But 
tentativeness on the part of the government and frequent transfer of policy makers slows the 
process and p o k y  reforms that have been implemented can be superseded or canceled. 

Cor~opelitive market forces play a major role irz stimulatitzg agricultural sector 
efficiencies. The policy reforms in the fertilizer sector created a competitive market that 
resulted in increased availability of fertilizer throughout the country at reduced prices. 

1 Improved availability of fertilizer at competitive prices stimulated fertilizer use and thus 
agricultural production. The experience with FDI-I1 has shown that the private sector in 
Bangladesh can fulfil the important role of ensuring an adequate supply of critical inputs to 
farmers. 

Dorzots nrtd consrrltants rvorliirrg in rorrcert with tlze ~overm?zerzb is esserztiai for 
project success. The establishment of a productive relationship between USAID, IFDC and 
MOA was essential to the success of the project. This relationship was bzsed on trust and 
confidence in the capabilities and commitment of each. The success of FDI-II is l i ked  - 

closely with MOA's willingness to risk, pdicy reform to open the market to the private 
sector which ultimately led to the demise of the BADC monopoly. The MOA has 
implemented consistently key policy changes on the recommendations of IFDC to spur the 
transition to a market-oriented economy. Direct procurement from factories, private sector 
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imports, closure of BADC facilities, creation of private sector associations, and subsidy 
removal are examples of some of the major decisions made by the MOA to free the 
fertilizer market. IFDC comunicates with MOA officials on a daily basis on substaiitial 
matters related to fertilizer market reform. Without doubt, the open communications and 
frequent meetings between IFDC, MOA and USAID laid the foundation for development of 
private sector participation in fertilizer marketing. 

The excellent relationship between USAID, IFDC, and t k  MOA also extended to 
other institutions in Bangladesh such as the Bangladesh Bank, Ministry of Finance, BCIC, ',' 

coanmerciai banks, and the donor community. This relationship evolved over many years of 
close interaction and a solid spirit of cooperation to devebp a fertilizer market driven by 
demand. IFDC also worked 2s an advisor to major donors in Bangladesh including, but not 
limited to the World Bank, ADB, EGIS, CIDA, and DANIDA. 

A comnzsrrzity of erztreprerzerirs mist be fostered through tecltitical assistance, 
frui~zitzg, mzi i  credit. This is essential in a truly free and competitive mzrket. For example, 
in 198 1 two types of businessmen operated in Bangladesh: small dealers and owners of 
large patronage houses who controlled virtually aii trade and industry though an informal 
network of agreements. Privatization of the fertilizer sector befare the development of a 
strong fertilizer business community would have created cartels in the fertilizer market- 

The beneffs of proposed policy reforms must be explained coirtirz~icusly 10 ihe 
public and private sectors, The government must be ccnvinced of the benefits of 
decentralizing functions, and divesting itself of some authority. Fiefd officials should be 
made partners in the process of change. Private business people must learn how to operate 
in a new policy climate. This is done through formal and informal meetings and exchange 
of objective information, through careful listening to expressed and unexpressed needs and 
fears, through continual support and encouragement. Therefore, policy projects call for 
substantial management and communication assistance and policy advisors must be chosen 
for their social skills as well as analytical capabilities. 

Cotnnlerciai credit is essential for agribusitzess t o replace production, distribution 
artd murkefing fuizciions of tile public sector, particriluriy ilz new, high risk areas. A 
program to encourage market-oriented bank lending at unsubsidized commercial rates can 
be of great assistance to new agribusiness that is struggling to become established. It can 
give new entrepreneurs the capital they need to purchase stock, upgrade facilities, or 
provide credit to customers. 

Cortsideratiort sir o d d  be give11 fo Go vernmtzt entpioyees displaced 61y iir e traitsition to a 
market ecuitonzy. A major task of FDZ-II was to ensure implementation of a reorganization 
plan for the fertilizer wing of BADC. Such efforts met with resistance from the labor union 
of BADC m d  rc!uctnncc an the part of salnc bureaucrats, 
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The time& and systenzafic flow of ir~form~iiotr is a key to the success of FDI-11 
project. The monitoring activities conducted through FDI-II kept private dealers, farmers 
and government policy makers continually informed of changing market conditions. 
Information on key indicators such as fertilizer stock, production, imports, international 
prices, domestic wholesale and retail prices, availability, credit availability and constraints 
and expected demand for fertilizer are valuable to all participants. The monitoring md 
evaluation strengthened the linkage between data collected and the specific management 
questions raised by MOA, BADC, USAID, BCIC, the Bangladesh Bank and others. The 
accurate and timely information .on markets in a free competitive system helped policy 
makers make sound decisions. 

Teclrnofogy transfer is essetzfial for privaiizatiorz. A proper mix of technology 
transfer through direct technical. assistance, training, and demonstrations is critical to the 
transition to a market economy and promote increased fertilizer use and improve 
agricultura'l productivity, Importers must be educated about import formalities, business 
skills of dealers must be developed if they are to succeed in a competitive environment, 
bankers require training to encourage their involvement in extending credit to a new sector. 
Fertilizer use practices must be properly demonstrated and the results adequatdy shown to 
fa,mers to encourage adoption of improved practices. Finally, it is essential to provide 
government officials insight into the actual operations of the fertilizer business, banks, and 
the role and activities of the government in a market economy. 

Mid-Term Evaluation of FDI-I1 confirms the lessons learned: 

@ AID agricultural development projects with major policy reform objectives should be 
irnplen~ented over 5-1 0 years if institutional change is to be swcessful. 

Q Agricultural policy reform must be viewed as an evolutionary process. 

Q Significant agricultural policy reform is possible, given sufficient resources 2nd 
commitment by USAID and the host government. 

One additional lesson learned from FEI-TI is that deregulation policy permits the 
financid difficulties associated with privatization (e-g. finding a private enterprise willing to 
take over the excess staff and unused facilities of a state corporation) to be bypassed. 
Deregulation, however, does not alone solve social problems arising from unemployment or 
the inactivity of redundant personnel. 
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Shortcomings 

No find report is complete without reference to the goals that were not realized or 
tbose for which only partial progress was realized. There are at least three areas that 

, 

warrant discussion in this rega d. 

The assets of BADC, specifically, the warehouses were not transferred to the private 
sector or other government agencies as intended. When FDI-11 ccmenced, BADC 
maintained about 346 warehouses with a total capacity of about 469,600 MT that was to be 
leased, sold or transferred but BADC did not comply. Oniy a capacity of 95,700 MT was 
divested and at the dose of FDI-II, BADC retained a total warehouse capacity of about 
373,900 MT. The warehouses are virtually empty but the BDG continues to incw costs. 

Another shortcoming also involves BAD@ who had about 6,000 redundant 
empIoyees at the close of FDI-II md represented a truly displaced public sector entity. 
Perhaps with other policies and actions a new role for BADC could have been created. 
Such a role may have included work in the private fertilizer sector that involved regulation, 
quality control, enforcement of legal weights and measures, environmental monitoring, 
monitoring fcrri!izer prices and availability and related work. But a displaced pubfic sector 
entity with understandable vested interests does not capitulate or radically transform its 
work easily. Thus, BADC was not reorganized as some imagined possible and desirable. 

There is one more shortcoming that is related to the sequence of policy reforms. As 
FDI-II closed, it became apparent that it would have been aseful to the privatization effort 
to have formulated and implemented a policy on fertilizer regulations at an earlier date. 
This is also the case with the Bangladesh Fertilizer Associatior,. If the regulations and the 
association were formed and implemented earlier in the project, some criticism of an 
unregulated market may have been avoided. An active fertilizer association could have 
acted as an interest group and source of information to counter unfounded accuse;ions 
about the fertilizer market iri Bangladesh. 

Issues 

Increiised fertilizer use benefitted the country zt large. A number of important policy 
reforms taken to promote the development of private fertilizer sector. Despite progress, the 
BDG was not always able to implement ideal policy reform and was suLject to criticism by 
vested interests. The fertilizer sector is now faces the foilowing development issues which 
need attention for sustainable and long term development. 

Maxintunr Refail Price ( ' .  of Fertilizers: The prices of fertilizers are a major 
issu; of policy concern. Currently, all fertilizer imports are purchased at prevailing 
international market prices. Fertilizer prices among distributors, wholeszlers, dealers, and 
retailers are determined by the market. Temporary price hikes caused mainly by the 

78 Chapter V 



seasonality of demand and short-lived supply demand imbalances, capture the attention of 
the political leaders and policy makers through media reports. Based on the frequent media 
reports concerning high prices, there is some interest in BDG intervention in fertilizer 
pricing. BDG would determine, implement, and enforce MRP of feAIizers. This concept is 
not consistent with the BDG policy refbrm to establish a market economy and a difficult 
'2sk f k ~ m  an administrative and implementation point of view. The suggested action should 
be to adopt a variable pricing policy that was recommended to BDG by FDI-11. 

Fertilizer Buffer Stocks: Interest has been shown by BDG in maintaining an 
intervention stock of fertilizers to "protect" farmers in remote areas from high prices and 
msure acczss to fertilizers. Such action would (1) cause additional budgetary problems for . 

BDG, (2) displace private distribution in m o t e  areas because of subsidized BGIC stocks, -. 
(3) create major disruptions in the market because the stock would have to be soid every 5 
months to ensure product quality, and (4) dampen fertilizer stock and depress prices. 

Use of Dorzor Frrrzds for Importilzg Fertilizer: The private sector importers are now 
operating on a commercial basis. The importers choose supply sources with competitive 
prices that allow a profit to be earned. Fertilizer imports thrwgh donor funds do not aIlow 
the importer to procure from the least expensive source and the procedure is aiso 
cumbersome. As a result, during 1993-1 394 the entire quantity of fertilizer was financed 
and imported through cash foreign exchange. The lack of interest arnclng importers to use 
donor funds may be a concern to the government of Bangladesh. 

The Fertiiizer Control Order: Absence of a fertilizer control order is creating 
problems with respect to the quality, nutrient content, and correct bag weights of fertilizers. 
Enactment of a fertilizer control order is essentia1 to (1) promote integrity and discipline in 
market place, (2) provide assurance that fertilizers are identified popularly, (3) provide 
assurances of the validity of the quality and quantity represented by sellers, and (4) protect 
the interests of farmers and traders. This order will be based on a truth-in-labelling concept, 

Tile Bangiudesh Fertilizer Association: The BFA is a new institution and needs 
continuous technical assistance to mature, develop, and prosper. 

Market hrelligence: Market intelligence is a key factor in understanding the 
dynamics of a market economy. Information on all aspects of fertilizer needs to be 
disseminated to all concerns such as private sector irnpofters, distributors, dealers, retailers, 
farmers, and policy makers. Data and information on fertilizer prices in the domestic and 
international markets, availability, and stocks are essentiaI for management mr! regulation 
of the fertilizer sector. Therefore, the MIS of FDI-11 needs to be institutionalized within the 
public and the private sectors. Otherwise, with the close of FDI-11, a void will be created in 
providing fertilizer market information that may lead to chaos and confusion in this sector. 

-. 
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A Final Note 

The policy reforms in the fertilizer sector resulted in the establishment of a dynamic 
private sector fertilizer marketing network which has contributed to increased agricultural 
production through improved fertilizer availability at competitive prices for farmers. This 
has helped Bangladesh to virtually reach food grain self-sufficiency. Policies and programs 
already in place have brought rapid growth in agriculture. In the fertilizer sector, certain 
issues are yet to be resolved. For example, donor financing of imports, BCIC pricing and 
marketing policies, establishment of a national fertilizer regulatory system, and 
establishment of MIS in the public and private sector are all key issues which need to be 
resolved. The work of FDI-I1 are now ending. The void which may be created by the 
closure of FDI-11, will be filled under the proposed project of USAID, the Agribusiness and. 
Technology DeveIoprnent ?reject (ATDP). 

The ATD ~ r o j ~ c t  can start on a sound footing that has been developed by FDI-11. A 
vibrant economy for agricultural inputs offers the best prospect for sustained and broad- 
based growth in the agriculture sector. Current policies provide for further increases in the 
irrigated area and fertilizer use according to trends which have developed over the last 
several years. However, even faster growth in incomes and employment may be possible as 
the country turns toward higher value crops and creates an environment for a variety of 
agriculturai production and service activities. Thc sustainability entails transformation of 
subsistence farming into commercial farming. 

USAID will continue to support the efforts of BDG in changing agricult~rre from 
food grain production to other high value crops which is expected to accelerate growth in 
agricultural incomes, increase returns and demand for labor, and attract investment in agri- 
processing. The forthcoming Agribusiness Technology Development Project shall attempt to 
remove thz barriers to increasing agricultural production, crop diversification, and economic 
growth in general. An expanded private agribusiness sector can make a critical contribution 
to achieving these goals. 

The FDI-I1 project represents a success in market reform and privatization in 
Bangladesh that attracted attention from countries in Africa and Eastern Europe. 
Delegations from Egypt, Nigeria, Kenya, and AIbania visited BangIadesh to gain insight 
into how similar work couId be conducted in their countries. The staff of FDI-II shared 
views about the process orC market reform, achievements, and shortcomings. The 
oovernnlent of Bangladesh, though FDI-If, demonstrated to donors and the international J 

business community that the country realizes the benefits of a competitive market and is 
wilIing to make difficult policy decisions and implement reforms that contribute to the 
economic and social weli-being of its citizens. 
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Anncx E Project Ilesign Sunim:lny arad Logics1 Fr:ttiiovark 

NARRATIVE SUMMARY 

GOAL 

PURPOSE 

lncrcascd use of fertilizer 

OUTPUTS 

1. Assured fertilizer 
supplies. 

2. Diaribu~or and 
Dealer Credit 
Program. 

3. Competing large 
sca!e and middle 
size fertiiizer 
wholesalers. 

4. Increased 
efficiency in 
fertilizer 
distribution and 
marketing. 

5. Active ferlilizcr 
dcalcr devclopment 
and ules promotion 
progrms. 

6. lniproved access lo 
fcrtiliurr sales , 
0tItlcts. 

OIUI?CI'I VELY VEK1I:IAI)I.E 
INDlCATOitS 

. . . . - .. .- - - 

END OF PROJECT STATUS 

- An average annual growh in 
aggregale fertilizer 
consump~ion of at least 8% 
over life of project 

I .  Five month inventory of 
phosphates and potash and 
three montb inventory of 
urea. 

2. Distributors and dealers 
purchasing fertilizer with 
FDI-11 credit. 

3. A significant number of 
fertilizer wholesalers 
purchasing from depots, 
factories, and pons. 

4 .  Dccrcases in per unit 
volume fedizcr diaribution 
costs. 

5.  Dcalcr Developme~it and Training 
Program of BADC arscsscd and 
found eficclivc. 

6. Physical acccssibiiiry 
improved nl icrf iiizer ales 
oullc~s. 

- Sample surveys. 

- OTficisl production 
and import data. 

- hdepcndent AID 
field sumeys. 

- Bangiadesh 
Government 
statinks. 

- Growth in 
conr~rlc~~~aflmy inputs 
rdcqltrk. 

policy cnviroarna~t is 
favorable. 

- No abnormally high 
inscct or plant 
discasc infestation. 

FOR ACtllEVtKC 
the PURPOSE 
- GOB and fertilizer 

donors permit private 
distributors to operate 
under assisl.mcc 
agreement. 

- Farmers' cuiturzl 
pracriccs can be 
improved. 

FOR ACHIEVIKG 
OUTPUTS - Fertilizer supplies 

meet fertilizer 
demand. 

- Private fertilizer 
distributors and 

dealers shall compete 
not colludc. 

I.kodgrain pruduaioa irrcrcxwd by aia zvcrirg 
am~rl;il growth rak or 3?'a bring ~ b c  LOP. 
'Ilwcforc. 75% oof tile goal wns aclricvcd. l lrc 
rcrsons lor 1101 acl~icving 100% p a l  lcvcl 
nl?jcclivc is cxplaincd in l l~c ~cs l .  

An average annual gronlb of 8% in aggregate 
fcrtilizcr consumption was achieved during the 
LOP. Thererorc. 100% of the purpose level 
objective was acl~icved. Ifowcver. I f  rhe initial 5 
year projcct period is considered. then aggtystc 
fertilizer consumption increased by an annual m e  
of about 12%. 

1 .  Fertilizer availabiliw was adequate at the fmn- 
level except spot shortages of urca avd 
imported MP in some places due 10 BCIC's 
marketing policy and late arrival of ships, 
rcspcctively. Thc fenilizcr sales increased by 
about 70% bcwccn 3 986-3987 and 1993-i994. 

2. Distributors and dtalers purchasing ferti:izcr 
with FDI-II credit and also credit being 
providcd by the bznks. 

3. Fertilizer marketing is now entirely managed 
by the private sector. BADC is operating 
fertilizer marketing only in a poIitically 
disturbed district the Chittagong Hill Tracts in 
a very iimiltd scale. 

4. Fertilizer distribution costs dnrtascd during 
post privaiizalion period comparcd to prc- 
priv:?tiwlion pcriod. Dctaii discussion is 
providcd in Qiaptcr 3. 

5.171~ dcalcr devclopment and training progr;im 
provcd wor~l~wl~ile in managing the h r ~ i l i ~ ~ r  
busir~czs by t l~c privalc scctor. 

6. I'trysicnl accessibility in 111 nClC Facrorics 
ir~iprovcd during 11~c poa privaliwtion period 
cornlmrcd ro prc-priv;~riaaion pcriod. 



Annex T Project Design Summary and Logicat Framework 

NARRATIVE SUMMAXY 

MPUTS 

USAID 

- Training and technical assislance. 

- Cttdit and Fmilizcr. 

- Physicl i n f r w c t a r e .  

- h m c e  and execution of required policies, 
rryla~ions and directives. 

- Ftrtiiircr, tanspariation and storage. 

- Chbcr budgerary support. 

Other Planon 

- TcchnicaI assistance. 

- Canmcditics. 

QBJECTIVEtY VERIFIABLE 
lNDlCAT0RS 

1MPLEMENTATION TARGET 

USAID 

- Training and technical assistance, 
U.S.S 6. million. 

- Commodities. mostly fertilizer or credit. 
U.S.S 52 million. 

- Physical iiifrasmrcrure. U.S.S 7 million 

BDC 

- Persc!incl and support semices, 
U.S.S 125,000. 

- Fedizer and its iogishiI support, 
U.S.S 600 mil!ion. 

Other Donors 

- U.S.S 450 milfion 

MEANS OF 
VERIFICATION 

- AID procurement and 
disbursement records. 

- GOB budget materials. 

- Independent AID field 
survcys. 

LMPORTM'f 
A S S l J b I O N S  

FOR ACHIEf'ING Ih'PWS 

- AID funding available 

- Undertaking of Govmmrnt to provide 
required budgetary a t p w  

- Oha donor conrributions m a t e .  
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Annex I1 Scope of Work far the FDI-11 Contractor 

Promote a more responsive and cost-effective distribution of fertilizer with interventions 
that focus on: open market competition, market information and research, farmer 
eduction, import deregulation, subsidy elimination, reorganization and downsizing of 
BADC, commercial bank credit procedures, and improved efficiencies in urea 
production and use. 

Provide advisory services to MOA, BADC, BCIC, Bangladesh Bank, commercial bbanks, 
other agencies which may be identified from time to time, private sector and USAID 
related to the fertilizer sector, FDI-II implementation, and policies and actions affecting 
its implementation. . 
Develop and institutionalize within MOA and business groups all possible and 
appropriate market research and service functions, new product research aod 
development, and data collection and analysis efforts. The computer-based managenient 
information svstem (MIS), developed for this purpose, will be streamlined for 
monitoring of key data and institutionalized. 

Assist in developing appropriate product quality control methodologies, equipment, 
regulations and enforcement, provide training in the necessary quality control skills. 

Increase the capacity of both the private and public sectors to plan, manage and 
evaluate fertilizer needs and priorities. 

Improve and strengthen private sector and BDG capacities to produce and disseminate 
information concerning new technologies in a form and manner that responds to the 
needs of the client groups including farmers, fertilizer wholesalers, retailers, policy 
makers, planners and donors. 

Strengthen overall private sector effectiveness in fertilizer marketing, human resource 
development, financial management, stock accountability, and business maqagement. 

Arrange both in-country and external training for personnel of MOA, MOF, MOC, 
BADC, BCIC, commercial banks, Bangladesh Bank, and the private sector. Strengthen 
and institutiondize training capabilities within BDG and the private sector for on-the- 
job skill development in fertilizer and agribusiness marketing to increase fertilizer and 
agricultural input consumption and utilization. 

Improve banker capabilities in areas of credit administration and recovery procedures. 
Linkages between the private sector, MOA, BCIC, Bangladesh Bank and the 
commercial banking sector will be continued and expanded. 

10. Engage and supervise sub-contractors, as required, for special studies during the 
contract implementation, in consultation with the Ministry of Agriculture and USAID. 
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Annex III Training and Technology Transfer Materids Produced 

Publication 

Wall Calendars 

Agricultural 
Diitsies 

Agricultural 
Dixies 

UDP 
Technology 
Posters 

hP Posters 

TSP Posters 

Phosphatic 
Fertikgrs 
Posters 

Number 
distributed 

and Distributed through FDII-XI 

Year 

1968 and 
I990 

1990 

1994 

1994 

Type of intended message 

Fertilizer dose, use, application 
:ime and method. 
Nutrient contents of NPK, Zn, 5, their 
deficiency symptoms and usc 
efficiency. - Now to organize dcmonstrations. 

- Nutrient pcrcentagcs of difkrcnt 
fcrlilizcr. 
Nuwicnt use chart by crop. 
Conccntmtions of elcrnents or oxides 
in some fertilizers. - Functions of nilrogcn, phosphorus, 
potash, sulfur, zinc a d  deficiency 
symptoms. 
Infarmation about DAP fertiIirer. 
Information abou! Baby Corn and 
Maitc. 
Frrtiiizcr application. 

Advantages of DAP fcflilizer. 
How to use DAP fertilizer. - How to use urea with D M .  
Fenilizer use by crop and product. 
Important fertilizer terms. 
Fcrtilizcr consumption in h e  world. - Annual sales of ferliiizcr. - Nu~icnt  deficiency symptoms in 
crops. 
Somc basic agricultural information 
abour BangIadcsh. 

Technical inforn~ation on DAP. 
* Nulricnt deficiency symptoms. 
* Fcrtiiizcr terms and dchilions. 

Conccnkations of clcrnelits or oxides 
in fcnilizcr. 

Why use USG ? 
How to usc USG - Pictoriai prcsentarion of UDP 
techniques including rice piots with 
UDP and without UDP 

Whether product is red or white does 
not mancr 
Same nutiient content 
Same efficiency 

Whcdvr producr is black or whilt 
docs not mallcr - Samc rfficicncy 

- Comparative picture of nulrient 
oontc,nts of phosphatic fertilizer 

Distribution 

Distributed to dealers, disbibutors. 
extension workers, BADC s m ,  
bankers, NWs, and many other 
organizations. 

Distributed among firtilizcr deders, 
distributors, importers, Extension 
workers, bakers, NGOs. 

Disrribuwd among farmers during 
demonstrations organized by FDI-11. 

Distribured among deders, 
distributors, fatmen, extension 
workers to show h a t  the color of the 
product bears no value. The  nmient 
content and use eficieacy arc samc 

Distributcd among dcalcs. 
distributors, fa-mcrs. cxtcnsion 
workcrs to show that thc c o h  of h e  
product bcars no valuc. Thc nutrient 
contcnt and use efficiency arc same. 

Dis~ibuted to DAE. distributors, 
dealers, farmen and others. 

Annex III 



Annex 111 Training and Technology Transfer Materials Produced 

Pubiication 

L J c t s  on 
SuIfUt 

Lcafl e ts 
on DAP 

Ledlets on 
Contribution of 
Fertilizer to 
Increased Yield 

Booklei on 
Integrated Crop 
hhna, oement 
Practices 

Booklet on 
Maize 
Production 
Technology 

Booklet on 
Fertilizer Import 

Program 
Brochures 

USG Brochures 

Program 
Brochures 

Program 
Brochures 

Program 
Brochures 

P r o g m  
Brochures 

-- 

Sticker on UDP 
Technology 

Plas~ic 
~ h & ~ i n g  Bags 
\vim UDP 
Xicssnpcs 

and Distributed through FDI-II 

Year 

1989 

1993 

1994 

Type of intendcd message 

Inlporlance of sulfur in crop production. 

- Efficient use of DAP 
Advantages of DAP 
How to use CIAP 
How to use urea with DAP - Nutrient contents of somc major 
fertilizers 

Apptication of balanced fcrtilizcr and 
proper dose of feniiizer 

- 
Production practices in trmsplanted 
Anian, whcat, mustard, and maize. 

* Details aboct production practices, 
uses, and marketing of maize. 

Fertilizer import modalities and 
international fenilizcr supply sources. 

- Planning and management of fertilhcr 
marketing. 
Infomation about fertilizer 
technology. 
information on fertilizer crcdir 

USG application techniques in 
transpianted rice. 

- Procedure and modalities of fertilizer 
importation. - Inlormation on world markct prices of 
fcdlizer. 

Information on plant nutricn!s and their 
role in crop producdon. 

Crcdir and ILC modalities and 
operations 

The technique of maize production 
and its importance in providing food 
nulricnt. 

Piacc USG under soil in transplanted 
Ricc and carn morc profit. 

Urea deep piacemen! in T. Rice 
D c ~ ~ i l c d  procedure including 
pictorial presentation of UDP 
tcchnisucs. 

Distribu&m 

Dis~ibutcd to distributors, deders, 
DAE, farmers, NGOs and cthers. 

Distribu~ed among deaiers, 
distributors, retailers, fvmcrs and 
extension workers to make them 
aware of DAP fertilizer. 

Distributed among distributors, dealcrs 
and fanner; during field days and 
training programs. 

Distribured to dealers and farmers. 

Distributed to distributors. deaicrs, and 
NGOs. 

Distributed among distributors, 
bankers and government offkers. 

Disuibuted to fertilizer distributors 
and dealers. 

Distributed among the farmers during 
demonstration organized by FDI-I1 to 
show the techniques o f  USG. 

Distributcd to importers and 
distributors. 

Distributed among distributors, 
dealers, and farmers to improve their 
knowledge on plant nuuients. 

Distributed among bankers, importers. 
disuibutors, and dealers. 

Distributed to distributors, dealers. and 
farmers to acquaint them with maize 
production tcchniqucs. 

Distributed among the f m e n  during 
demonstration oreanizcd bv FDI-11. 

-- . - - 

Distributed among farmers during 
dcrnonstrations organized by FDI-It. 

Source: FDI-I1 
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Annex IV Training Fibs b e d  in FDI-IX Domestic Training Programs 

Film 

Making the Most of 
a Mixacie 

Remember Me 

What is Marketing ? 

Potassium for 
Agriculture 

And One to 
Grow On 

Subject 

Fertilizer use 

Customer 
service 

Objectives of 
marketing 

Potassium 
fcniiizer 

Food 
requirements 
f ~ t  
population 
growh 

Language 

English and 
Bengali 

Bengali and 
English 

Bengali and 
English 

English 

English 

.. - 

Length 

27 minutes 

10 minutes 

IS minutes 

20 minutes 

This film is one of the best covering overall 
agricuitrrre with emphasis on plant nutient 
requirements and impoEf3,qce of even a small 
quantiq of required micro nutrients. The process 
of m a k q  food by plants and required materials 
are also narrated elaborately in the film. 

This is a gcncral film for those interested in basic 
and important issues of agriculture. Whenever [hi: 
film was shown in any training. workshop or 
scrninar, cvcrybody appreciated the film. 

This film shows the views of a customer about 
the services of different organizations and the 
reactions expressed by the customer towards the 
dcalings wilh different company esecutives. 
workers, banks, departmentat stores. hotel. gas 
srations, vehiclc scwicc centers, and airline etc. 
It is a guidc for any company owncr and 
exccurive to Icam and dcve!op customer service. 

Thc fertiIizcr dealers who are connected to 
business management saies orienred and 
customers dealings are mostly benefitted 
obscwing his film. 

An animation film that discussr; marketing 
strategies and product p!anning. The B!m focuses 
on product quality, pricing, and sales 
promotional activities. 

- - -  

This film shows ~ h e  source of potassium- 
Potassium is co1lcctcd from various gpes of 
deposits likc surface deposits as well as mining. 
Impure potassium is first collected and  the^ 
refined by chemical processes and ultimately 
potassium fertilizer is prepared. 

Potassium has the vital role in improving yields. 
Potassium has the following major functions: 

i ) Disease rcsistance 
2) Improvement of fruit quality 
3) IkIps in phatosynthcsis 
4) Sugar translocation 
5) Water efficiency. 

This film also shows the oeficiency symptoms of 
potassium in different plants az well as the plant 
conditions in K sufficiently available soils. n i s  
fiIm hclped the dealers and farmers ro know the 
product and benefits. 

This film surtcd with the increasing demand for 
food 3uc tc poplilalion growth. How is the 
requirement for increased food to be met 
Solutions a n  discussed by experts in agricuhre. 
Thc discussions cenrcr on adoption of (a) good 
seed of high yielding variety, (b) proper and 
timely application of fertilizers. and (c) 
Technology transfer. This is a ven. good film for 
policy level persons, planners. and senior 
csccutivcs of agriculture dcpartrncnrs and 
rtscarchcrs. 
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Annex XV 

-- 

Film 

Planning and Goal 
Setting 

The Professional 

The Challenge of 
Objections 

Ask for the Order to 
Get Kt 

Dhan Sabuj Sapna 

Training Films Used in FDX-LP Domestic Training Programs 

Subject 

Planning 

Keys of 
sales~nanship 

Sales 
training 

SaIcs closing 

Social 
impast of 
fenilizcr use 

Lan~uape 

English 

English 

English 

Lenpth 

20 minutes 

30 minutes 

28 minutes 

15 minutes 

Messapes 

This film discusses setting goals and executing . 
plan programs. It is useful for imparting mining 
to planners, managers, executives, and 
management personnel of any company. For 
planiling and seuing goals of a company or my 
organization, spccitic priorities and strategies arc 
to be known first for good planning. This 
pianning will help the companies and 
organizations to achieve objectives and fulfiliin~ 
goals. This film contents are very useful for any 
organization. 

Tbe film shows a sales professional searching for 
the principles that wi!l advance his career. it is  
one of the best training films fbr new comers in 
sales profession. 

A touch of humor and irony highfghts the serious 
look into the problems, Lvstrations and challenges 
of saIes. The actors portrayed a storekeeper and a 
customer buying a product called the Saics Game- 
The game shows some typical but very real 
objections. Tine same kind of objections rhe 
salespcople hear everyday. "The Challenge of 
Objecfons" teaches the sales force how to 
idcntify new objections and turn them into sates. 
They gain perspective about their jobs and 
improve sales that result in new IeveIs of 
performance for every person on the sales staff. 
This film is fit for sales force development 
training program az well as for any marketing 
coursc. 

This film is acclajmcd as one of the most 
cffcctivc sales training films ever made. 

This film shows a key principle of successiu^ul 
salesmanship. To get an order, one must ask for 
it. To help sales and overcome the crippling state 
of mind, Joe Batten explains his "3-0" caiicept of 
being 2 tough-minded salesperson and show hou 
to use five dosing techniques, The salespeople 
not only Icam what to do and say, but see for 
themselves how to do it. 

I t  is a fertilizer drama which shows the impact of 
fertilizer use on socia1 life of two farmers. A 
marriage was aranged behveen the son and the 
daughter of two farmers. One farmtr used 
fcrtilizcrs and got good yields and  ultimate!^ he 
could easily generate money for the marriage of 
his son. Thc other farmer \vho did not use 
ferlilizer could not harvest good crop and fell into 
a great. a n x i e ~  to arrange money for rhe mamape 
of his daughter. Thus. he decided to use ferrillzcrs 
in thc futurc to gct a good crop. 

Source: FDI-II 

.. 
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Acnex V Details an External Training Conducted through FDI-I1 

Xumbcr of 
participants by 

Training Program Locaiion Duration orpniat ion 

18th IMC International Management Seminar USA July 10 - August 3. 1988 MOA 1 
BADC 1 

Fertilizer Marketing Training P r o g m  ( 'ihailand ( Novcrnbcr 18 - December 9, 1988 1 BADC 4 

Study Tour ot? Dealer Training DcveIopn!ent USA and Thailand January 21 - March 8, 1989 BADC f 
I 1 

Agro-Industria1 Project Analysis Training Program USA and Thailand July 17 Scptembcr 4, 1989 BADC A -i 

1 I 1 

Ferriiizer Marketing Mwagment Training I USA and ihailmd Avglut 14 - October 25. 1989 MOA 2 I I BADC 3 

Fertilizer Marketing Training Program I Singapore I Dccember 4 - 15, 1989 1 Distributor 2 
I 1 1 

Special Training Progrmm: Administration of USA and Thailand February 19 - March 16, 1990 Bmkcrs 13 
Commercial Credit for Fertilizer Sector Dcalers for i 
Bmeladesh 

Training Program - Advancc in Fcdllzcr and Irrigation USA I June l 1 - 29. 1990 MOA 2 
Ttcfinology I 

Training Progarn on Adminisfralion of USA and Thailand July 2 - 26, 199C Bankers 8 
,Commercial Credit for Ferlilizcr Dcalcr in Bangladesh IFDC I 

(Interprerer) 
I 

FeltiIiztr Marketing Managemcnt Training Program USA I August 3 - 16. 1990 BACK Z 
I I 

Siudy Tour of Esccutivcs of Private Scctor I USA and Thailand 1 Novcrnbcr 6 - 19, I990 I Bankers 3 
Commercial Bank 

Fenilizer Marketing Managerncnt Training Program USA January 3 - 23. I9911 Diitributor - 9 

Chief Executive Invitationai Study Tour USA and Thailand March 4 - 21, 1991 B a n k s  7 
r I I 

Study Tour on Commcrcial Credit USA and Thailand Scptcmbcr 15 - October 9. 1991 Bankers 9 
X I 0  A 1 

Study Tour Program of Senior Policy Makcr of MOA USA and Thailand Septcmber 17 - October 9, 1991 MOA I - : I 

Fettilizcr Distr%utor Study Tour - USA and Tiailand Octobc: I5 - 31, 1991 MOA I 
Disrriburor I2 
IFDC 1 
(Interprckr) 

L t I 

Training Program on Commercial Credit USA April 23 - May 16, 1992 Bankers 
Administration and International Finance / IF, 'P 

(Intcrprctcr) 

Study Tour for Agribusiness Entreprcncurship USA and Thailand June 17 - July 14, 1992 Distributor 10 
Development and Traifiing lFDC I 

(In~erprc~er) 

Efficient Marketing Management of Fertilizer znd USA 1 August 3 - September 9, 1992 Governrncn~ 2 
Other Agicultunl Inputs Scclor 

Corporation 3 

Exrcurivc Invitational Study Tour 1 US.4 Scptcmbcr 17 - Octrrbcr 7, 1992 Government. 1 
1 I 

Fcnihzcr Marketing Training Program I Dcccmbcr 7 - i 5, 1992 

Corporation 4 
Bankers 2 
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Annex V Details on External Training Conducted through FDi-II 

Number of 
participants by 
organization - 
Bankers 5 
Distributor 5 
lFDC 1 
(Interprercr) 

Banker 6 
Distributor 6 
lFDC 1 
(Interpreter) 

MOA 1 
lFDC L 
([nterpreter) 

hi0 A 1 

Training Program 

Agribusincss Devclopmcnt, Investment and Financial 
Managmeat - Scminar and Study Tour (Phase - I) 

Location 

USA and Thailand 

Duration 

January 24 - February 27, 1993 

Agribusiness Dcvcloprnen< lavestment and financial 
Management - Scminar and Study Tour (Phase - I I )  

USA and Thailand 

Study Tour on Agriblrsincss Opcraticm and Rolc o l  
Agribusiness in Economic Dcvelopmcnt 

USA and ThaiIand 

April 17 - May 2. 1993 

May 26 - June 20, 1993 

Invitatiolial Study Tour on Agribusiness Dcvcloprncnt 

Seminar and Study Tour Pros&= on Agribusincss 
Crcdit and FinvlciaI Managcmcnt Policics 

USA 

Govt Bank 2 
Privatc Bank 2 
MOA 1 

USA and Thailand 

August 2 - September 3, 1993 
- - 

Efficient Marketing Managcmcnt of Fertllizcr and 
other Agri-Inputs 

USA MOA 2 
BCiC 1 
I F D C  1 

Dccembcr 6 - 17, 1993 MOA 2 
BCIC 2 
MOI 1 
MOP 1 
Private Bank 2 
FcrtHizer 
Distributor I 
IFDC 1 
(1ntrrpr:ur) 

hlOA 1 
hfOF 1 

Training Frogram on Fcflilizcr Markcling 

USA February 24 - March 11, 1994 Invitational Study Tour on Agribusiness Plsnning, 
Development and Commercial Financing 

Srudy Tour Program on t;?e Working of thc FAI and 
it's Activity 

MO A 2 
ChairmanJ3FA 1 
I F W  2 
(Interpreter 1) 

MOA I 
KBR I 
Fenilizer 
D'irributor 3 
IFDC 1 
(lntcrpreter) 

XIOl 1 
BClC 1 

- -  --- 

Apiil 3 - May 3. I994 USA and Thaiktnd Seminar md Swdy Tour P r o g m  on Agribusiness 
Dcvelopmcnt 

May 15 - 30, 1994 USA Study Tour Program on Stmkgic Planning in Feetilizcr 
Marketing Mmagcmcnt 

Study Tour Program on Environmental Bsues Rclatcd 
to Fcrtiiirer .. 

May 25 - h e  1.  I994 USA 
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Annex VI Training Programs Sponsored by Private Sector ~istributors and Dealers 

Title of Training Program 

DeaIcrs Development 
Training Program 

Daic 

Defers  Develapment 
Training Program 

June 23, 1993 

Dealers Deveiopment 
Training Program 

Location 

August 17, 1993 

Dealers Development 
Tmining Frogrut.. 

Thana Parishad 
Bhaban, 
Brahmanbaria 

Septembcr 14, 1993 

I I 
-- - 

Oclobcr 17. 1993 Noapara Institute, Distributors and Retailers 60 Ws. United Traders, 
Noapara Noapara, Jessore 

I Dcalet-s Development I Novnnbcr 23, 1993 Parjrtan Motel, 
Training Program 1 h g r a  

Number of Participants 
by Orgariization 

~otaiy%haban, 
Chandpur 

-- -. 

Distributors aird Rctzilcrs I MIS. Alhd Moazzem 
Hossaiil, Bogra 

Dealers Dcveiopment 
Training Program 

Dealen Development 

Sponsors 

Distributors arid Rctailtrs 75 
NGOs 2 
Bankers 3 
DClC 1 

BDS i3haban, 
Barisal 

Dealers Development 
Training Program 

MIS. kmjn Traders 
FcrtiIiter Distributor, 
Brahmanbaria 

Dis~ibutors and RetaiIers 100 
Bankers . 4 
Chamber of Con~rncrce 3 

Novembcr 30, 1993 

December 28, 1993 

Dealers Development 
Training Program 

Dealers Deveioprncnr f May 12, i994 I Z i h  Parishad 1 irnporkrs, Distributors and 1 WJs. Agro Services Ltd. 

Mls. Rahman 
Corporation, Chmdpuf 

Distributors and Retailers 80 
NGO 1 
Bankers 2 
GKF 2 

Training Program I 
January 1. 1994 

Dealers Developmen? 
Training Program 

Training Program I 

Ws. Khan Enterprise, 
Khatpatti Road, Barisal 

Thana Parisllad 
Bhaban, Bhairab 

BCIC Conference 

April 6, 1994 

I Bhaban, Dinajpur Dcalen I DAE 

Room, 
Brahrnanbaria 

?"'a Parishad 
Lnaban, 
Gaibmdha 

I 

April 30, 1994 

Distributors and Retailers 61 

Disuibutors and Retailers 62 

i I 

DANIDA Distributors and Retailers 85 I Training Center, Bankers 2 
Maijdi. Noakhaii DAE 1 

Xoapara institute, Disuiburon and Retailers 

Ws. Eusof and 
Company, Bhairab 

Ws. Jahangir Alarn 
BcIc 8 

Distribul~rs and Rctailcrs 53 

Mls. Salahuddin Ahrned, 
Chowmuhani, Floahali 

Dcders Development 
f raining Program 

Private sector. 
All programs focused 
top&s* 

Bhuyian, Ashuganj, 
Brahrnanbaria 

hUs. Alhaj hlammci  
Hossain, Gaibmdha 

I 

Dealers Dcvclopment * 

Training Program 

mining 

100 
Noapara 

May 17, 1994 

about 

?dts. h'latiur Rah- 
Noaparq Jessore 

1 

May 29. 1994 

inventor)' 

I I 

1 

Hold Polash, 
Sylhct 

planning. 

Noaptlra Institute. 
Noapara, Jessore 

sales 

Distribtitors and Dcalers 67 
NGO 4 
Orhcrs 3 

promorion, 

hlls. bIesbah 'Trading. 
Sylher 

Distributors and DcaIcrs 75 

service, 

h i k  Bothers 
Corporation. Noaparq 
Jessore 

fcnil izcr marketing, plant nuuicrrts, 
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Annex VI I  Procurement and Sales o f  DAP by Month from 
February, 1993 to June, 1994 

Month Procurement Opening stock Sales Chsing stock 

February, 1993 32,522 32,522 197 32,325 

March 

April 

May 

June 

Sal y 

August 

Septer~ber 

October 

November 

December, 1993 

Fcbmary 

March 

Agril 

May 

June, 1994 

Source: FDI-II 
Note : Manifest quantity was 33,000 MT but 32,522 MT was received. 
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Annex \TIP Number of Demonstratiam Plots Organized through FDX-XX 

Nurnbcr of Dernonstraticns through 

Nature of Private sector 
Year CNP Dcrnonstrations (including NGOs) BADC and DAE rota1 

I i 1 
1988-1989 Wheat NPKSZn 45 

Transplanted Arnan NPKSZn 45 

TranspIan?ed Amm KPfiSZn 13 .. 
Maize (Rebi) NPiiSZn 12 i 2 

Maize (Rabi) f Vorictal trial 10 1 0 

13 13 

Mustxd I ?  17 

Maize (Kharif) f VarietaI trial 4 

199 1-1992 Transplanted Aman UDP 7 15 22 1 
L I 

UDP 3 14 

Maize (Rabi) Varietal trial 10 

50 I0 

Fertiiizcr demonstration 

Source: FDI-II 
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Annex IX Field Days Organized through FDI-TI 

FDI-II 
The number of participants in the demonstration programs of I99 1-1 392 Boro (UDP) and 1992-1 993 baby corn and vqsables 
we= Iarge, but not shown in this Annex. 
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Annex X List of the Reports Published through FDX-II 

Report 

REGULAR REPORTS 

BADC Fertilizer Marketing 
Plan 

Monthly PDP Minimum 
Lifting Pilot (MLP) 
Program Monitoring 
Reports 

Monthly TDP Monitoring 
itepo& and Mdnrhly 
Monitoring Report on 
Fcrtilizsr 
distribution 

Obiectives 

To provide 
guidelines to 
BADC for 
fertilizer 
marketing and 
distribution on a 
continuous 
basis. 

To monitor the 
impact of  
minimum lining 
requiremcn~s of 
PDPs 
recomrncnded 
by IFDC. 

l o  report the 
progress of 
impIementalion 
of the project. 

To identify 
constraints in 
accelerating 
private sector 
participation in 
fertilizer 
distribution. 

To rcpott 
overall 
requirements for 
data for the 
Mmagement 
Information 
System of 
MOA. 

Type of information 
and Recommendations 

Training plan for BADC 
star. 

- Training plan for BADC 
appointed dealers. 

Credit supply plan. 

Fertilizer sales of a e  
previous year. 

Fertilizer procurement 
plm and sales projection 
by PDP and TDP. 

- National stock. 

= Stock levels at PDPs. 

Dislributors purchasing 
from PDPs. 

- PDP sales. 

* Reduced storage cost. 

Adcqoacy of supplics at 
TDPs. 

Complains regarding 
TDP operation. 

- Aggregate fertilizer 
sales. 

Sales by product. 

Stock lever at the public 
and private sector. 

Market share o f  private 
sector. 

Fertilizer importation. 

Fertilizer production and 
sales from BClC 
factories. 

- International price of 
fertilizer. 

Decisions Facilitated 

Adjust production, 
importation and 
transportation. 

- Arrange training 
program for BADC 
staff and dealers. 

Close inactive 
PDPs. 

Encourage more- 
whobsalers to 
distribuic fertilizer. 

Take action to 
remove specific 
constraints to 
effrcicncy. 

Wholcsalen 
increased their 
investments by 
enlarging fertiher 
storage capacity. 

Adjust production 
and ilrports. 

= Adjust export of 
urea. 

- Remove 
obstructions to 
smooth operation of 
TDPs and private 
sector fertiiiter 
business. 

Increase number of 
deaIcrs at TDPs 
and prevent 
collusion. 

Dezl immediately 
with any subjects 
of complaints. 

Improve private 
sector eficiency. 

MOA, BADC, 
ncrc, . 
factories, and 
distributors 

- 

BADC, MOA, 
and 
distributors 

BADC. BCIC, 
USAID, 
MO A, 
distribu:ors, 
dealers, and 
orher donors 

Remarks 

This report was 
produced for 
two years. 
19874988 and 
1988-1989. ., 

AfIenvard 
it was 
discontinued 
with the 
transfer of 
fcrtil izcr 
marketing to 
the private 
sector. 

Pubtishing this 
report ceased 
after opening 01 
7DPs and 
closure of 
PDPs. 

This repon was 
initiaIly ti&d 
'7DP 
Monitoring 
Rcportw. With 
the gradual 
transfer of 
f e t t i ~ ~  sector 
from BADC to 
private sector. 
bhc title 
changed and 
was renamed 
"Monitoring 
Report on 
Fcrtilixer 
Distribution*. 
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Annex X List of the Reports Published through PDI-11 

Type of  Information 
and Recommendations 

* Fertilizer availability. 

Objectives 

To keep the 
policy makers, 
donors and 
others 
concerned 
informed about 
the influence of 
policy changes 
on farm-level 
prices of 
fertilizer, 
availability and 
fertilizer use. 

kcisions Facilitated 

Shift more fertilizer 
of requirrd type to 
a region, if 
shortages or nigh 
prices are reported 
in that region. 

Users Remarks Report 

Fami-lsvel f crtiiizer 
Price and Availability 
Survey 

This report was 
widely uscd by 
the raearchcrs 
to conduct 
quantitarivt 
analysis on 
fcrtil'ker related 
issues. 

MOA, BADC, 
BCIC, 
US AID, 
distributors, 
dealers, and 
other donors 

IFDC 

- Farm-level fertilizer 
prices (inter district 
comparison). 

Output prices received 
by fanners. * Encrease number of 

local dealers. 
Technical advice 
provides by fertilizer 
dealers. 

Take actions to 
remove specific 
constraints to 
private sector 
eficicncy. 

Gender disaggregated 
data on agricultural 
labor. 

To strcngthcn 
and widen the 
menitwing 
activities with 
greater private 
sector 
pmiciprtion. 

Reduced marketing cost. 

t Constrainb impeding 
greater private sector 
participalion. 

-- - - Crops in the field. Motivated f m c r s .  hfonthly Crop Monitoring 
Report 

To providc 
information 
about crop 
conditions. 

Riis report u.20 

compIekd by 
STC between 
Juiy, 1990 and 
July, 1991. 

Increased ur: of 
fertilizer. 

Input use by crop. 

Expectations about the 
crop production. 

* Funds loaned to 
distributors. 

- 

Bmgladesh 
Bank, 
scheduled 
banks. 
distributors. 
and USAXD 

BCIC, MOA, 
MOI, and 
USAID 

MOA, BCIC, 
USAID, and 
distributors 

To apprise rhc 
suppliers aboot 
credit provided 
to the ferlilizer 
sector. 

Adjust rate of 
application of FDI- 
I1 credit funds. 

This npon 
started in July, 
1990- 

Monthly Statement of 
Credit to Fcniiizer 
Distributors 

Refinancing by 
Bangladesh Bank. Takc measures 

against arrears. 

Conccntratc support 
activities in aeas 
of high use growth. 

Adjust production. To monitor 
ferfif izer sales 
and exports 
from BCK 
factories. 

~ h i i  report mils 
produced from 
A p d  1, 1993 
on a w t k l y  
basis. 

Fcrtilizcr Sdes and 
Stock Report BCIC 
Factories 

Adequacy of fertilizer 
supplies at BClC 
factories. Adjust export of 

urea. 
Fertilizer sales from 
BCIC factories. Remove 

obstructions to 
smooth operation of 
BClC factorics. 

Export of urca. 

- Stock levci. 

This repon 
began in May. 
1993 as " 

requested by 
MOA. 

-- 

Fm-level  prices of 
major fertilizer pmducts 
by district. 

Shifi fertilizer to 
that disfrict if price 
is high due to 
shortage of supply. 

Fartnightly Report on 
Farm-level fertilizer 
prices 

To apprise the 
poIicy makers 
about ale 
current fm- 
Level price 
situation of 
fertilizer. 
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Annex X List of the Reports Published through FDX-11 

Report 

Fertilizer Trade Bulletin 

Qumwly Progress Report 

Annual Reports 

Objectives 

To convey 
messages to fk 
importers, 
distributors, and 
dealers about 
the current 
fertilizer scctor 
to faciiitalc 
business 
information and 
inzprove 
efficiency in the 
private sector. 

To apprise 
MOA and 
USAID on the 
progrcss of 
work of FDI-11 
highlighting 
selected 
information of 
an operational 
nature. 

TO reflect 
achievements 
on various 
front. of private 
sector fertiiizer 
business 
facililatcd by 
lFDC lhrough 
implcmcntation 
of FD1-11 
project. 

Type of Information 
and Rccommendations 

- Cument stock of 
fertiIizer. 
Currcnt stock level. 
Wholesale prices of 
fertilizer. 
Farm-lcvel prices of 
fertilizer. 
Import schcdulc. - International fcrtilizer 
prices. 
Demand projection. 

FDI-11 inputs, activities 
and achievcmcn!.$ with 
the work plan. 

Market dcvclopmcnt in 
thc fcrtilizcr sector. 

Number of training 
under FDI-I1 progran; 

- Number of 
demonstration pIotr 
organized, media 
announcement and 
tecIinoIogy transfer 
programs. 

- CCP fund utilization. 

I n c r c ~ c d  fsnilizcr sales. 
Increased fertiiizer 
production. 
Dosage of different 
fertilizer used by 
farmers. 
Output-fcflilizer nctricnt 
price ratio. 
Fertilizers purchased by 
f m c r s  by farm-size. 
Availability of fertilizer 
in rnarkeb. 
Dealer training and 
technolog transfer 
programs reachirig 
fmers. 
USAID disbursement 
schcdule. 
Assistance in fcrtilizcr 
scctor rcccivcd rrom 
others donors. 
Credit faciiitics provided 
to fcrtilizer tradcrs from 
institutional sourccs. - Total FDI-iI 
disburscmcnt by activity. 

Decisions Facilitated 

- Adjust procurement 
and impomtian of 
fertilizer. 
Adjusl domestic 
production and 
export of  fertilizer. 
Adjust imports. 
Improve privarc 
sector efficiency. 

Summarize the 
perfomznce of 
FDI-TI. 

Improve 
monitoring. 

Improve the dealer 
development and 
training program. 

- Improve monitoring 
CCP. 

Improve fertilizer 
technology transfer 
progmms. 

Continue changing 
the scope of work 
of FDI-n. - Adjust fertilizer 
subsidy. - Modify deaier 
training program. 
Reduce expenditure 
volumc. 
Adjust policy and 
public sector 
involvement in the 
fertilizer Sector. - Iacreascd or 
dccrcased donor 
assistance to 
fci?iiizcr scctor. - Improve D D H  
and fertilizcr 
lcchnoiogy transfer 
programs. - Improve CCP 
activities. 
Adjust budgc~ 
under FDI-11. 

Users 

Importtrs, 
distributors, 
dealers, 
MO A, 
BCIC, other 
government. 
agencies, and 
donors 

MOA, 
USAID, other 
donors. and 
IFDC 

BADC. MOA, 
MOE, BCIC, 
Bangladesh 
Bank, 
schedded 
banks, 
USAID, and 
Qher  doaots. 
distributors 
and dealers 

?he trade 
bulletin was 
published on a 
fortnightly 
basis beginning 
in May, 1993. 

Tbk report was 
prcpared from 
the beginning 
of  rhe project. 

This report was 
produced from 
t!!e 2nd year of 
thc project 
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Annex X List of the Reports Published through FDI-II 

Report 

F m - i e v t l  Fertilizer Use 
sl?rvey 

Tmining Programs: 
Schedules, budget$ and 
calendars, April, 1992 
through Augusk 1994 

Objectives 

Assess thc 
variability in 
the use of 
fertilizer by 
crops and farm- 
size and by 
region. 

- Assess thc 
impact of  
privatized 
fcnilizer market 
at the f m -  
level in terms of 
performances of  
yield and 
revenue by crop 
and farm-size. 

To promote 
fertilizer 
technology 
with modem 
agricultural 
pracriccs to 
improve 
agricultural 
productivity 
through training 
programs. 

To disseminate 
technology and 
exchange of 
informalion for 
the development 
of a free 
comperitivc 
market for 
fertitizen. 

-... . 

5 p c  of Information 
and Recommendations 

Farm characteristics, 
yicld and input use with 
special reference to 
fertilizer use by farm- 
size and crop. 

Ratio of fertilixer paddy 
prices. 

Costs and returns of 
different crops by farm- 
site. 

Recommendations 
A more rapid pace of 
agricultural 
modernization is 
essential through policy 
changes. 

= Efforts to be made to 
grow olhcr crops. 
F m c a  shou!d be 
rnotivatcd to use organic 
manure with fert%zcrs 
to restore soil structure 
and fertility. - Agricultural extension 
through public and 
private sector should be 
directed towards 
technology transfer 
and balanced fertilizer 
use. 
Ago-processing units 
and marketing facilities 
bc crcatcd. expanded 
and smnglhencd. 

Information on internal 
and external training 
programs, program 
budget and promotional 
calendars. 

Decisions Facilitated 

* Adjust policy in the 
fed izer  sector. 

Adopt new 
programs for agro- 
processing. 

Take actions to 
rcrnovc constraints 
to crop production. 

Training programs 
organized in a 
planned way. 

Users 

MOA, 
USAID, other 
donors, 
research and 
development 
smdy 
institutes 

Importers, 
distributors. 
MOA, 
US AID, 
Banks, and all 
other 
concerned 

Remarks 

These are 
seasonal reports 
prepared on thc 
basis of three ' 

cropping 
seasons 
stating from 
Boro, 1988- 
1989 and 
continued until 
Aman, 1991- 
1992- 

This repon -?is 

produced in 
April. 1992. 
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Report 

Work Plan 
April, 1992 to August, 
1 994 

SPECWL STUDIES 

Fcrtitier Marketing in 
Bangladesh : The Pasi, 
Present, and Fuhm 

Study on Minimum Lifting 
Requirements from PDP's 

Objcctivcs 

- To identify the 
major arcas of 
work activity 
for April, , 

1992 to August, 
1994 undcr 
FDI-11. 
To prepare a 
work pian for 
all units of FDI- 
11 until August, 
1994. 

To assess the 
past, prescnt. 
and future of 
fertilizer 
marketing in 
Bangladesh. 

To improve 
fcrlitizcr 
mjrkcting md 
distribution 
system,. 

To cxaminc 
some traits of 
fertilizer 
wholesale 
dcalcrs and 
recommend 
minimum lifting 
quantities from 
BADC sales 
outlets. 

Type of Informatior! 
and Rccommcndations 

information includes 
tasks to bc done by each 
unit lo carry out the 
activilics from April, 
1992 to August, 1994 to 
achieve the project 
objectives. 

lnfamation includes 
fertiiizer marketing 
system. policy. supply 
and distribution, 
f d I i z e r  use, fcflilizcr 
crcdit, dealer 
development and 
training. 
Major recornrncndations 
wcie: 

- To improve the fcfliiircr 
markcling and 
distribution system 
throngh: reduce 
marketing constraints, 
lowering fertilizer 
delivery ctrsf increased 
fertilizer availability in 
all areas ad increase 
opportunities for greater 
competition at alI levels. 

- Creation of additional 
fertilizer storage. 

- The report consists of  
information on ferfilixer 
dcalers, fertilizer 
transport, and fc'ertiliier 
lifting. 

- availability o f  credit on 
an equitable basis to 
fertilizer dealers 
financing. 

- Minimum lifting 
fertilizer by a wholesale 
dealer from PDPs. 

- Providing intensive 
training to dealers. 

Decisions Facilitated 

FDI-I1 
accomplished 
activilics according 
to the work plan. 

Reduced private 
sector marketing 
constraints. 

Lowering fertilizer 
delivery cost. 

Increased fertilizer 
availability. 

- Increased 
opportunities for 
grater competition 
at all levels. 

* Additional fertilizer 
storage created in 
the private sector. 

- Fixing the 
minimum lifting 
quantity of 
fcrtilizcn by the 
private dealers From 
f ie  PDPs. 

A porlion of rhc 
storage and 
distribution 
function transferred 
to the private 
sector. 

Fertilizer credit 
made available to 
the private dealers. 

Users 

MOA, 
USAID, and 
IFDC 

B;UMS, MOA, 
US AID, 
Private 
distributors, 
and dealers 

BADC. MOA., 
USAID, and 
private 
dealcrs 

7hk report wa  
published in 
Mzy, 1992 

This report was 
published in 
June. 1987. 

This report was 
produced in 
June. 1981. 
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Report 

Technique of Minimking 
T m p o r t a t i m  Cost 

Study on Futthcr Reduction 
of Primary Distribution - 
Poim and Opening of 
Transponation Discount 
Point Program 

Objecrives 

To assess how 
to minimize the 
variable cost, 
mainly 
transportation 
tost of fertiIiter 
by a~plying 
cost saving 
devices and 
techniques to 
reduce the 
overall cost of 
fcniiizer 
distribution and 
muketing. 

TQ assess h e  
impact of ' l D P  
on nearby 
PDPs. 

- To assess the 
cost reduction 
by BADC due 
to reduction of 
PDPs. 

* To asccrlain 
the extent of 
manpower and 
togistics which 
wiil be 
surplus due to 
reduction of 
PDPs. 

To develop a 
dab base for 
furlher 
reduction and 
adjustment of 
PDPs. 

- To recommend 
organizational 
optimization 
based on the 
ncw concept of 
mp. 

Type of information 
and Recommendations 

Two transportation cost 
minimization techniques 
proposed: 

(a) the linear program 
approach, and 

(b) the differential cost 
approach. 

TDP should be opened 
immediately on 
permanent basis. 

Additional discount may 
be provided from the 
l D P s  as indicated in the 
study. 

- TDPs shouId be staffed 
as pcr proposal. 

- bpandcd in-kind credit 
should be initiatcd to 
wcah minimum 
procurement 
levels. 

PDPs under TDP 
serviced area should be 
closed in a phased 
mamcr. 

A detail study shoujd he 
designed to determine 
alternative empfoyment 
opportunities for surplus 
staff resulting from PDP 
closure. 

TDP activities should be 
monitored on a day by 
day basis for adjustment 
of disccunts, solving 
problems that may occur 
and to p h v t  out Ihc 
further closing of PDPs. 

Decisions Faciiitirted 

3AM3 designed a 
least cost routing 
system as an 
appIicatian of 
modern techniques 
to bring the 
transport cost to an 
optimum level. 

TDP system 
dcvclopcd as a 
more cost effective 
system of fertilirer 
operation in 
Bangladesh. 

A suong private 
sector competitive 
fertilizer marketing 
network dcvelopcd. 

An efkienl  frce 
market customer 
system developed. 

Sales increased 
under the TDP 
system as a result 
of incrca; XI market 
expansion. 

- Transportation cost 
reduced. 

Usta 

BADC, MOA, 
and BDG 

BADC. MOA, 
USAID, and 
private 
dealers 

Remarks 

This report was 
published in 
April, 1987. 
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Management Iniormation 
System for the Ban&adesh 
Fertilizer Sector 

Fcrtiiizer Jkmonstration 
Plot Program for Wheat 
(1 987-1988) 

Assessment of Fertilizer 
Marketing from Baghabari 
TDP, February and March, 
I988 

Objectives 

To dcvelop a 
management 
driven 
infomation 
system to 
facilitate project 
implementation, 
decision 
making, policy 
development 
and reform, and 
thereby improve 
fertilizer 
distribution and 
consumption in 
Bangladesh. 

To identify 
appropriate 
methods as to 
how to conduct 
demonstration 
plot program on 
whezt 
production 
pncliccs. 
To increase 
wheat 
production in 
Bangladesh. 

To deveiop 
protila of 
wholesfew 
purchasing 
fertilizers from 
BaghabarI TDP. 
To describe 
marketing 
patterns of 
whofesalcrs. 
To delemine 
the costs of 
wholesaling of 
fertilizers from 
Baghabari. - To estimate the 
margins 
benvcen cost of 
delivery of 
fertilizer to 
Uparila center 
and f m e r  
costs. 
To recommend 
strategies for 
the 
improvemen1 of 
the marketing 
system. 

Type of Information 
and Rccommendntions 

This rcport 
recommended b develop 
a monitoring and 
evaluation system for 
FDI-11 with the 
generation of a great 
deal of information on 
the impact 

* Application method of 
fertiIizer in wheat. 

Results of demonstration 
plos. 

- Appropriate quantity of 
fertilizer to be used in 
wheat crop. 

Supply of appropriate 
fcrtiiizer should be 
improved. 

To increase the 
number of lifting points 
at Baghabari and use 
Nagarbxi as a satcIiite 
TDP. 

An MIS system 
was deveiopcd 
d~rough FD:-11. 

improved yields 
of wheat by using 
increased fertilizer. 

BADC saved 
Tk.3.26 million by 
marketing of 
fertilizer through 
the Baghabari 'IDP 
miher than from 
the PDP. 

Users 

IFDC, MOA, 
BCIC. MOI, 
Bangladesh 
Bank, 
Commercial 
Banks, 
USAID, md 
other donors. 

Feriiiizer 
dealers and 
farmers. 

MOA, BADC, 
and 
private 
dealen 

Remarks 

Ki report was 
prepared in 
March, 1938. 

This report was 
published in 
June, 1988. 

This report mas 
produced in 
June, 1988. 

Improved 
communications 
bctwcen Lttc TDP's 
and other points. 
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Report 

Jrea Deep Placement 
krnonstratians, 
3oro 1987-1988 

Dperational Procedures for 
the Commercial Credit 
Program for Fertilizer 
Dealers 

Gypsum Marketing in 
Bmgladtsh 

Least Cost Routing 
(1988-3 989) 

To apprise 
about the 
benefit of UD? 
compared to 
sp!it broadcast 
applications of 
urea. 

I To summarize- 
the UDP 
demonstration 
programs. 

T o  support the 

banks in 
expanding 
credit to the 
private SCCtOr. 

To  increase 
wailability of 
institutional 
credit 
cxcIusively for 
fertilizer 
marketing. 

To provide 
insight about 
gY p=um 
miuketing in 
Bangladesh. 

To minimize 
expenses of 
BADC through 
improved 
planning. 

Type of Information 
and Recommendations 

.. 

Yield increased in UDP 
plots. 

Positive reaction about 
UDP. 

Methodologies for 
applying UDP. 

An operational 
procedure for 
cornrncrcial credit 
program developed. 

- Sales by region and 
distribution of gypsum. 

Tracking the movement 
and transfe; of 
ownership of gypsum. 

Cask and margins from 
factory to farmers. 

Provides various tables 
concerning fertilizer 
stock by PDP and 
estimates exCCSS COS& 
due to diversion of 
routes by BADC. 

MOA, dealers, and 
farmers. 

k commercial 
credit program for 
meeting working 
capital requircmcnts 
of h e  fccrtiiircr 
distributors and 
dealers 
imp1emenr:d. 

- Incresed use of 
gypsum at a rapid 
rate but from a 
vety low base. 

Closed the gap 
between estimated 
requirements and 
sales. 

Paornotionat 
activities expanded. 

Decreased cost of 
fertilizer 
distribution 
through improved 
management and 
planning. 

MOA, 
iealen, and 
:armers 

-- 
MOA, 
Bangladesh 
Bank, PCBs. 
NCBs. 
bimibutors, 
and importers 

MOA, BADC, 
BCIC. and 
fertilizer 
dealers 

BADC and 
MOA 

Remark 

This .report WaS 

prepared in 
July, 1988. 

This report was 
published in 
July, 1988. 

This report was 

prepared in 
September, 
1988; 

?his repon wa! 
pubiished in 
February. 1989 
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* To identify the 
most 
appropriate 
phosphates mix 
for CTSPC. 

To cvaiuate the 
potential to 
privatize 
CTSPC. 

To estimate the 
economic and 
social impact of 
uhc plant 
closure. 

To apprise 
about the 
perceptions and 
attitudes of rice 
farmers 
especiaily, small 
rice f m c r s  
about the urea 
deep placement 
practice. 

To increzc 
public 
awareness about 
transferring 
UDP 
technology to 
farmers. 

To assess the 
port tosses of 
BADC showing 
the differences 
betwen 
manufacturing 
quantity, survey 
short landing of 
different types 
of ferkilizer. 

Typr of Information 
and Rccornmendations 

Recommendations were as 
foilows: 

Tht scctor nmst have 4 
favorable econornic 
environment and be 
reia:ively free from 
government intervention. 

* The state owned 
enterprise (SOE) must 
have a positive cash 
flow. 

- There must be political 
wili to make 
privatization succeed. 

- To establish a clear 
strategy for full sector 
development 

Training programs 
needed that will ailow 
the CTSPC enlployees to 
continue to make a 
contribution to the 
Bangtadcsh economy. 

The report recomrncnded 
the following: 

USG salcs to frtrmcrs 
without proper training 
may jeopardize the 
reputation of USG 
technology. 
UDP technology should 
be prudently expanded. 

* Dcmonslrations be 
marked with a highly 
visibIe and coiorful 
signboards that describe 
the UDP picture and 
c!cxly state the 
increased production 
realized by the farmers 
during last 
dcrnonstrations. 

= Thc creation of rnodcl 
UDP centers is also 
recommcndcd. 

Prices of imported 
fcrliIizcr, source of 
finance, country of 
origin, port of loading. 
shipment dale. 

Port losses of ferrilizer 
handled by BADC. 

Decisions Facilitated 

Full deregulation of 
the fcnilizer sector 
including relasation 
of controls on 
foreign cxchangc, 
fcriiliter: imports, 
fertilizer prices and 
full rcrnoval of 
fertilizer subsidies. 

- Tmnsfcr of UDP 
technology to 
farmers. 

Training to farmers 
on lJDP 
technologies 
through 
demonstrations. 

Improved training 
programs through 
demonstrations. 

Public sector 
incfliciency in 
handling imported 
rertilizcr shown. 

Allowed import of 
fcrtiiizer by the 
private sector. 

Users 

USAID. 
BCIC, MOI, 
Ern, MOA. 
MOF, private 
importers, and 
distributors 

- 

1 F X ,  MOA, 
dcalcrs, and 
farmers 

BADC, MOA, 
USAID, other 
donors. and 
private sector 
importers 

Remarks 

This report was 
published in 
April, 1989. 

This report was 
published in 
June, I989. 

This report was 
published in 
1989-1990. 

Annex X 



I Ananex X List of the Reports Published through FDI-II 

Report 

Minimum Lifting 
Requirements : An 
Evaluation 

TDP Customer Study - 
Baghabari 
Vol. I and I1 

TDP Customer Study - 
Shiromoni 
Vol. I and I1 

Objectives 

To enlarge #c 
size of krti!izer 
operations. 

To encourage 
the wholesa!ers 
ti3 take 
advantage of 
new 
oppominities. 

To mitigate the 
constraints 
related to 
fertilizer 
marketing. 

To provide 
anaiytical and 
cvaludive 
statement on the 
Baghabari TDP 
in terms of 
dealer profiles, 
marke!ing 
issucs including 
cosl and level 
of discount and 
needed 
adjustments. 

To provide 
ana!ytical and 
evalualive 
slalcmcnt on h e  
Shiromoni TDP 
in tcrms of 
dca!er profiles, 
rnmketing 
issues including 
cost and Ievcl 
of discount and 
needed 
adjustments. 

Type of Information 
and Rccommcndations 

Fertilizer operation. 

PDP customer profiie. 

Minimum lifting 
requirement to promote 
a competitive free 
market sector in 
fertifizer distribution and 
marketing. 

information included: 

- educalional attainment 
of the dealers. 
geographical. 
distribution. 
management of 
marketing srarw, storage 
faci!-ities, source of 
funding of TDP dealers, 
credit facilities and 
availability of the 
fertilizer. 

* various constrain%, 
marketing patterns, and 
wholesaler profiles are 
summarized in this 
rebort. 

information included: 

Educational attainment 
of h e  dcalers, 
gcopraphical 
distribution, 
management of 
marketing status, storage 
facilities, source o f  
funding of  TDP dealers, 
credit facilities, and 
availability o f  ~ h c  
fcrtilizcr. 

- Various constraints, 
marketing .patterns, and 
wholesaler profiles are 
sunmarired in this 
revort. 

Decisions Facilitated 

Whotesaien start to 
expand market 
areas. 

* Increased 
investment and 
decreased 
transportation cast  

Increased quantity 
of fertilizer 
procured from 
PDPs. 

* Ensuring deliery. 

Linking !can season 
lifting to peak 
season delivery 
with appropriate 
purchase criteria 
for each season. 

Increasing 
minimum 
purchises. 

Direct purchases 
from factories. 

Ensuring doliver).. 

- Linking lean season 
lifting to peak 
season dclivcry 
with appropriate 
purchase crircria 
for each season. 

increasing 
minimum 
purchases. 

Direct purchases 
from factories. 

users 

BADC. hfO.4, 
USAID, 
distributors, 
and dealers 

SADC. XIOA. 
and prime 
deders 

BADC. hlO.4. 
md private 
dealers 

This rrport wls 
published in 
August 1989. 
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Rewrt  

TDP Customer Study - 
Narayanganj 
Vol. I and 11 

TDP Customer Study: 
Summary Report 

Low Cost Intervention 
Study for Fertilizer 
Market of Bangladesh. 
November, 1989 

Objectives 

To provide 
analytical and 
evaluative 
statement on the 
Narayangmj 
TDP in terms of 
dealer profiles, 
marketing 
issues including 
cost a id  level 
of discount and 
needed 
adjustments. 

To provide an 
evaluative 
anaIysis of four 
TDPs namely 
Gaghabari, 
Narayanganj, 
Shiromoni and 
Parbatipur in 
terms of dcalcr 
profiIcs. 
marketing 
issues induding 
cost and level 
of discount and 
needed 
adjustments. 

To review rtnd 
ascertain: 

- the impact of 
direct 
procurement of 
urea from the 
factories on 
B A X  
opcnl- ' lotis. 

- best ccst 
c f k t i v c  
inlcrvcntion 
melhod. 

number of 
rcqcired sales 
centers and 
stock levels to 
be maintairicd 
in each center. 

Type of Information 
and Recommendations 

Information included: 

Educational attainment 
of the dealers, 
geographicai 
distribution, 
management of 
marketing status, storage 
facilities, source of 
funding of TDP dealers, 
credit facilities, and 
availability of the 
fertilizer. 

Various constraints, 
markcling panerns, and 
wholesaler proliles are 
summarized in this 
report. 

Information included: 

Educational attainment 
of h e  dealers, 
geographica1 
distribution, 
management of 
marketing status, storage 
facilitics, source of 
Iunding o f  TDP dcalcrs, 
credit facilitics, and 
availability of the 
fertilizer. 

Various constrain&, 
marketing paaerns, and 
wholesaler profiles are 
summarized in this 
report. 

Direct sales of TSP from 
CTSPC should be started 
as soon as possible. - Of thc 60 PDPs in 
operation, 45 should be 
cioscd immediately. 
Remaining 15 PDFs 
may temporarily 
continue for some 
months before final 
closing. - The closed PDPs shouid 
he transfcmd to 
Ministry eF Food. - BADC should mainbin 
TSP and MP stock 
equivalent 10 10% of the 
3 months moving 
avcragc national demand 
only for onc year time. 

* Plans to allow privatize 
imports of TSP, MP and 
othcr fcnilizcrs should 
be imolcmcared wilholit 
delay. 

Decisicns Facilitated 

Ensuring deiivery. 

* Linking lean season 
lifting to peak 
season delivery 
with appropriate 
purchase criteria 
for each season. 

increasing 
minimum 
purchases. 

Direct purchases 
from factories. 

Ensuring delivery. 

- Linking lean season 
lifting to peak 
season delivery 
with appropriate 
purchase criteria 
for each season. 

Increasing 
xiniinum 
purchases. 

Direct purchdes 
from factories. 

Allowing direct 
procurercent of 
TSP from CTSPC. 

- Closure of PDPs 
and TDPs. 

Transfer of 
fertilizer 
warehauses b 
Ministry of Food, 
private parfies, and 
companies. 

AlIowing dircct 
import of fertilizers 
by the private 
sector. 

No intervcntfon 
s!oik maintained by 
BADC. 

Users 

BADC, MU& 
and privak 
dealers 

BADC, MOA, 
and private 
dealers 

-- 
BADC, GOB, 
MOA, 
US AID, 
private 
distributors, 
and othcr 
donors 

Remarks 

This report was 
pnparcd in 
September. 
1989. 

?he report nas 
published in 
Octobcr. 1989. 

This =port was 
prepared in 
November, 
1989- 

Annex X 



Annex X List of the Reports Published through FDI-11 

Rcpoit 

Urea Detp Placement 
Project in Bangkdesh 

Private Sector Import of 
Fertilizer in Bmglzdcsh 

Development of a 
Cornpcti&c Fret Market 
Stnrchrrr for Fertilizer : 
tFDC Experience at Policy 
Reform '. 

Obicctives 

To apprise 
aboat the 
progress of 
UDP - - 

demonseratbns. 

- 
10 exmine  
current 
regulations and 
opcra9ng 
procedures for 
import of 
fertilizers. 

To formulate 
changes needed 
to permit the 
private secror 
to frcdy impor; 
fertilizers. 

To evaluate 
current fcrlilizcr 
pricing policy 
including 
subsidy issues. 

To recommend 
policizs and 
procedures 
enabiing free 
and competitive 
private sector 
impor: of 
fertilizer. 

To apprise 
aboclt the 
impact of policy 
reform in the 
fertilizer sector. 

Type of  Information 
and Recommendations 

Benefits of  UDP 
technology. 

Techniques tried. 

Results of 
demonstr&ions. 

Farmcrs pcrceptions and 
attitudes. 
Devclop iow cost 
briquetting machine for 
U DP. 

future plan for UDP 
demonstrations. 

Recommendations were as 
folIows: 

'fhc import policy order 
1989-90 should be 
immediately amended 
aIlowing private sector 
import of all fertilizers. 
ERD and MOA shouid 
start ncgotialion with 
major donors to secure 
r~ecessary changes in 
donor regula~ions to 
enable private sector 
import. 
Govcrnrncnt should 
establish proccdurcs fbr 
detcrnmination, paymcnf 
and adjustment of 
subsidy diKerentia1. 
Subsidy should be 
withdrawn in a phased 
manner by December, 
1991. - BADC will remain 
involved in fertilizer 
imports during the 
period of transition. - Fertilizer regula!iotis 
needed to gcvern 
production,impo& sale, 
distribution, ad use of 
fertilizer. 
To foster competition 
a fertilizer importers 
and distributors 
associatior! should be 

This report provides an 
overview &rough FDI-II 
of poiicy reforms to 
increase foodgrain 
production of the 
country through 
increased fertilizer use. 

Decisions Facilitated 

Traxfer of UDP 
technology. 

= Import of fertilizer 
by the private 
sector deregulated. 

* Determined 
procedures for 
payment ta 
importers of the 
subsidy amount. 

- Bangladesh 
fertilizer association 
farmed. 

Participans and 
readers gained 
knowledge ab t~ i r  
the impact OX' 
privatization in the 
fertiIizer sector. 

Users 

MO A, 
dealers, and 
farmers 

BADC, MOA, 
USAID, other 
donors. 
importers, and 
dbtribvtors 

Remarks 

This report was 
pubtished in 
October, 1989. 

This report was 
published in 
ApriI. i990. 
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I '  Cmp Cut Study : 1 1989-1990 Bom Rice 
Yield Estimation 

Crop Cut Sbdy : 
1990 Aman Rice Yield 
Estimation 

Agricultural Development 
and Fertilizer Subsidies ia 
Bangladesh 

To provide 
preliminary and 
quick 
assessnlcnt of 
the food grain 
situation in the 
country. 

To estimate 
quickly 
production of 
wheat. 

To support the 
banks in 
expanding 
credit facilities 
to the private 
sector. 

To increase 
availability of 
institurionaf 
credit 
~,xclusivcly for 
ferti!izer 
marketing. 

To provide 
preliminary and 
quick 
assessment of  
tk food grain 
situation in the 
country. 

* To cstinrale 
quickly 
production of 
Boro paddy. 

To provide 
preliminary and 
quick 
assessment of  
the food grain 
situation in the 
country. 
To estimate 
quickly 
production of 
Aman paddy. 

To providc an 
analysis of the 
policies and 
issues of 
fertilizer use in 
Bang!adesh, 
fertilizer 
subsidy d a t e d  
issues and role 
of fertitizcr md 
fertilizer 
policies in 
agricultural 
development 

Type of information 
and Recornmenda~ions 

= Estimated production of 
wheat acreage and yield. 

l l ~ e  study recommended 
to increase feflilizer use 
and adopt modem 
irrigation. 

An operational 
procedure for 
commercial credit 
developed. 

Estimated production of 
Boro rice acreage 
and yield. 

The study rccornmcnded 
to increasc fcrtiiiter usc 
and adopt modcrn 
irrigation. 

Estimated production of 
Aman rice acreage 
and yicid. 

- Recommended to 
increased fertilizer use 
and adopt modem 
irrigation. 

* ' 3 c  budgctay burden of 
subsidy on TSP and MP 
in Bangladesh should be 
rcsolved immediately. 
GOB will save annually 
n-. 1,392 million from 
complete subsidy 
elinination on TSP and 
MP. 
A more optimal fertilizer 
product mix to be 
imported including 
superior and cost 
effective phosphate 
~ r d n c t s  like DAP. 

Decisions Facilitated 

Food budget. 

Future crop plan. 

A commercid 
credit program for 
meeting working 
capiml requirements 
of the fertilizer 
distributors and 
deaiers 
irnpiementcd. 

* Food budget. 

- Future crop plan. 

Food budget 

Future crop plan. 

- Complete 
withdrawal of  
subsidy iron1 TSP 
and MP. 

Fertilizers are being 
procured and sold 
at full cost. 

MOA, 
Bangladesh 
Dank, PCBs, 
NCras, 
distributors, 
and importers 

MOA, RBS, 
MOF, and 
USAlD 

MOA, BBS, 
MOF. and 
USAID 

MOA, 
USAID. and 
private 
distributors 

Rernzrks 

This report v as 
prepared En 
June. 1990. 

This report nas 
produced in 
August. 19Qb. 

Yhir repon u as 
published in  
August 1990. 

This report aa5 
published in 
Aprif. 1991. 

This rcparr ~ * 2 j  

published in 
August 199 1.  
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* To ensure ~e 
availability and 
reduce the 
scarcity and 
price of 
ferlilizer. 

Fertilizer Distributors 
Profile Survey (1990-1931) 

To make an 
assessment of 
the dealers 
engaged in the 
fertilizer 
business. 

'I y c  a l l  I l~ l< l r l l l ; l l l l~ l l  

:~trr!  I<rc.rrr~~rrrrr~(l:~lii~~~~ 

'Iliis rcpcm prtwidc5 ail 

ovrr~ icw i ~ i '  t h ~  
;ictivilic> (11' t:l)l-31 
policy rcfor:iis icr 
incrcasc l i d  p i n  
production through 
incrcascd I'crliliscr usc. 

* BADC sales csntcrs to 
be rcduccd. 

Farm-IcvcZ priccs to be 
decontrolled. 

- Operational 
efticiency of BADC to 
be improved. 

* All fmnsportation 
restrictions to be 
removed. 

- Subsidy on imported 
TSP and MP to be 
eliminated gradually. 

* Fertilizer import 
to be transferred from 
the public sector to 
the private sector. 

- Government control on 
fertiiirer sales, prices 
a id  marketing should be 
eliminated. 

- No licensing sys tm to 
be in~oduced. 

Customer service should 
be improved. 

* Credit facilities should 
be widened and made 
easier. 

More direct purchllscs 
from factories shouId be 
encounged. 

Fctliiixcr 
transporntion 
transferred from thc 
public sector to Ihc 
private sector by 
reducing BADC 
sales centers. 

Fertilizer dcaicn 
could buy fenifizer 
from the factories 
and sell anywhere 
a1 market prices. 

GOB allowed direct 
access to the 
private sector to 
buy fertilizer in 
large quantity from 
the factories and 
the ports. 

GOB eliminated the 
uniform price 
policy and 
rcsmctions on 
movement of 
fettilizers. 

* Restriction of 
firriiizer marketing 
was withdrawn 
and a11 constrain?s 
removed. 

+ Customer service 
improved. 
Number of 
distributors 
increased. 
Private sector 
infrastructure 
dcvelopcd. 
Monopoly on 
fertilizer marketing 
rtmavcd. - Fcrtilizcr dealers 
and distributors arc 
getting more credit 
from banks. 

nmc, MOA. 
and private 
distributors 

MO A, 
dealers, 2nd 
distributors 

I ( r v ~ : t r  L, 

T h i s  rCpd~11 

pr~hli\irccl i t1  

Scptcllll>cl. 
I w I ;1114l 

prcscnlcrl ;I[ d ~ c  
tr:iining-crm- 
\'orkshop on 
policy iswcs 
allccting 
fcrtibFzcr sccror 
dcvcfopn~cnt 
and susminablc 
apriculturc. 

This repon was 
produccd in 
Dccembcr, 
1991 and 
presented at the 
FA1 Seminar 
hetd in 1991 on 
optimizing 
fertilizer food 
distribu~ion 
usage in 
New Dclhi, 
!ndia. 

This repon was 
published in 
J anuxy, 1992 
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To pr~widc :I 

rsgulalor?; 
nicasiircs in t l~c  
iiitcrcst r r f  
gcricral ~rthlic. 
fnnncrs. and 
tridcrs ibr 
cnsuring quality 
of' f'crtilizing 
nlatcrials for 
producrion, 
distribution and 
sdcs. 

* To dctcnninc 
&e market 
acccptmcc of 
granular urea. 

To know lhc 
reasons for poor 
sales of 
granular urca. 

To assess the 
impact of Ihe 
feflilizer 
subsidy removal 
on fertilizer use, 
food grain 
production, and 
farm income 
under the 
fertilizer 
marketing 
system that is 
emerging as a 
consequence of 
policy reform. 

- To idcntify the 
problems in 
urea distribution 
and recommend 
an acceprable 
sotulion to 
encourage 
distributors in 
urea marketing 
and to kecp the 
price at a 
reasonable 
Icvel. 
To encourage 
distributors to 
cqualix 
rnonUtly 
procurenrent 
from Uic OCiC 
urea inaorics. 

Farmers arc not fully = Conduct more 
aware of this mining programs 
technology. on granular urea. 

a motivational campaign - Improved physicd 
to be needed to hcrease facilities in 
the usc of granular urea. facrorics to reduce 

cost 

The study observed that: 

- Fertifiz::r and paddy 
price ratios are more 
often affected by 
changes in paddy prices 
than by changes in 
fertilizer prices. 

The removal of fertiiiter 
subsidy would continue 
to benefit BDG by 
reducing cxpendirures, 
but more irnportandy, it 
will promote a better 
altocation of resources 
and in the lang run, a 
more efficient and 
productive agriculture. 

- To mitigate the cumnt 
and observed problems 
in urea marketing, a 
market oriented 
marketing plan including 

Extension network 
srrcnpthened. 

Fertilizers sold at 
full cost. USAID, 

researchers, 
and policy 
makers 

A variable pricing 
policy is being 
implemcntcd. 

a variable pricing 
strategy for urca to be 
adopted. 

To ssalvc the problems 
rclatcd to urca 
disuibution or more 
specifically !he probftm 
of uncvcn pracurcmcnt 
from Ihc BCIC wen 
factories by adopting 
vsriablc pricing policy. 

MOA, MOI, 
BClC 
factories, and 
distributors 

I 

l h i s  rcpml w a s  

puhlisl~cd iir 
April 22. lW2. 

This rcprt  was 
produccd in 
July, 1942. 

This report was 
published in 
May, 1993. 

This report was 
produced in 
June, 1993 and 
rccommenda- 
tions are yet to 
be implemented 
by the BDG. 



To dcvstc~p ir 
slruclnrc liir thc 
IVingJndcsEi 
1;criilizcr 
Associalion. 

Preliminary Food Graitt 
Credit Asscssniuni 

To cslcnd 
commcr~ial 
crcdit program 
facilitics to Ulc 
food grain 
sector* 

Ministry or 
Food. IFIW, 
and USAID 

l l i i s  w p m  was 
puhliskcd in 
hlarclr. 1994 in 
collahoralion 
with IFI'RI. 

Thc cxisting crcdit 
systcm to the food grain 
Lradci-s should be 
strcngthcned. 

To examine the 
possibilities of 
developing a 
credit delivery 
svstem. 

NO new credit dclivery 
systcm need to be 
developed. 

- To summarize 
the findings of 
the farm-lcvel 
fertilizer use 
study repom of 
the nine 
seasons. 

Farm characteristics. 
yields and input use with 
special reference to 
fertilizer use by farm- 
size and crop. 

- -- - Adjust policy and 
public sector 
interest in &e 
fertilizer sector. 

MOA. 
USAID, oher  
donas, and 
research and 
deveiopment 
study 
institutes 

This report was 
published in 
May. 1991. 

Summary Report on the 
Farm-level Fertilizer Use 
Study 

- Adopt new 
programs for agro- 
processing. 

Nutrient crop price 
ratios. 

* Assess the 
variability in 
the use of 
fertilizer by 
crops and farm- 
size during 
different crop 
seasons. 

Costs and returns of 
different crops in 
different seasons. 

Take actions to 
remove constraints 
to crop production 
efficiency. 

Farmers should be 
motivated to use organic 
manure with fertilizers 
lo restore soil texture 
and fedtity. - Assess the 

impact of 
privatized 
fertilizer market 
at the farm- 
level in terms of 
perfomanas of 
yietd and 

* Agre-processing units 
and marketing facilities 
be created, expanded 
and suengrhened. 

rcvenue by crop 
and farm-size. 

Environmental Assessment 
of the Ammonia and Urea 
Factories in Bangladesh 

Establish and advertise a 
BCIC policy of 
environment excelIen+e 
and quality. 

If the 
recommendations are 
implemented: 

BCIC and 
Urea Factories 

This repart was 
published in 
June, 1994 

To evaluate the 
health and 
safety practices 
of factories. 

Factory 
environment is 
protected. 

TO observe 
operaling 
proccdures. 

Identify and quantifjl 
nitrogenous materials 
lost to the environment. 

Workers health and 
safety are 
p:otectcd. 

Devclop an emergency 
response plan, safety 
manual and lahratory 
safety guidelines for 
each factory. 

- To suggest 
irnprovemcnts 
in standards and 
condition under 
which thc 
factories wcrc 
opcraling. 

Natural gas 
consumption is 
reduced. 

Rcduct tncrgy 
consumption. 



hnn-lcvcl Survcy (Monthly) 

Farm-lcvcl Survcy (Supplcmcntav-Mon~l~ly) 

Survcy on Fcrtilizcr Stock (Fortnightly) 

Survey on Fertilizer Marketing Cost 

Survey on Market information 

Survey on Poultry Farms 

Profile of Fertilizer Dealers 

Interviews with Dealers on Variable Pricing 
-- -. - 

Monthly Survey on Dealers 
-. -- -- ~ 

Farmer Szlrvey on Boro 1993 Season 

Survey of Fertilizer Dealers 

Fm-level Fertilizer Use Survey 

Survey of Farmers on Balanced Fertilizer Use 

CCP: Bank Performance (Monthly) 

CCP: Survey 1: For Fertilizer Distributors 

CCP: Survey 2: For Fertiker Retailers 

Survey on Access to Credit 
- -  -- 

Staff Information on BADC 

Fertilizer Stock, Sales, and Transportation 
Infomation for the year 1987-1988 and 1988-1989 

Database for monthly Bank md peny cash 
disbursements 

Employee Leave Records 

I'rrirrd 

Vrom Ji~nilary 1 OX6 lo  hlay 109-1. 
* Exccpr filr lhc tnonths of  Fchriinry 1986, h b y  1986 

a~ id  Junc 1057 

Novcmbcr 1993 - Januan I994 

April - June I994 

April - June 1994 

April I994 

September 1992 

March 1993 

May I993 

August 1993 - March 1994 

March 1993 

March 1993 

Aus 1989-1 990, Aman 1989-1990, Rabi-Boro 1988-1 989, 
Rabi-Bore 198% 1990, Aus 1990- 2 991, Arnan 1990- i 99 2, 
Boro 1990-1991, Aus 1991-1992, Arnan 1991-1992 - 
March I994 

July 1990 - June 1994 - 
August 1995 - June 1993 

August 1990 - June I993 

April - June 1994 

December 1989 

September 1989 

April 1989 - July 1994 

April 1989 - July I994 

FDI-II 

< 



Organizc mrmpowcr from DADC. 
Dcprrrtnlcnl of Agricul turd Marketing 
(DAM), Dcpartmcnt of Agricultural 
Extension (DAE) and Ministry of 
Agriculture (MOA) 

Within 90 days 

Organize a common Monitoring Cell within 
MOA, BADC, DAM, and DAE (including 
installation of hardware and s o b a r e )  

Make a list of information to be collected 
from secondary and primary sources 

Within 30 days 

Start collecting data 

MOA, BADC, DAM. 
DAE, and IFDC 

Within 30 days 

Start producing information on a regular 
basis 

MOA and IFDC 

Provide training h r  the staff of the 
Monitoring Cell 

Within I5 days Monitoring Cell of MOA 

Within 60 days 

Within 30 days 

Monitoring Cell of MOA 

1 

MOA and IFDC 



Numbcr 
hem f rocurcd 

Vchiclcs 

1 

Mini Bus 1 
.. .. 

Motor Cycles 

Computers 

Computes Batteries 

Printers 1 2 1 

Calculators 56 

Air Conditioners 77 

Cyclostyle Machine I 1 

Photocopiers 7 

Fax Machine 1 

Dehumidifiers 7 

Refrigerators 1 8 

Other equipment 173 

Furniture 

Kitchen ware I 110 

t I PF Jecp. 6 NP Jecp, 2 NP Pickup. 1 Toyota Crcsscda. 
10 Korando Jecp, and 2 Proton Saga Car 

- 

Includes camzra, video camera, overhead, slide, movie projectors, 
screens, television, VCR, PA system and transparency maker. 

Includes cookers, ovens, fms, charge tight, lawn mowers, dritrs, 
electrical accessories, spiral binding machine, washing machines, 
briquiter machines. 

343 chairs, 39 half secretariat tables, 26 secretariat tables, 
43 other tables, 13 sofas, and 74 cabinets. 

19 carpets, 1 wall clock, and 1 mirror 

includes plates, cups, knives, forks, spoons 

Source: 
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Fertilizer istri butioa lmgrovement reject-1 1 
Conpact Number: 3$&006@MCC-878B-OI 

March 1987 through August I994 

EXECUTIVE SUMMARY 

The Ministry of Agriculture of Bangladesh 
and 

The United States Agency for International Development 

by 
The international Fertilizer Development Center 



A Chronology of Significant Events during FDI-II 

February, 1987 
March, 1987 
March, 1987 
March, I987 
July, 2987 

September, I988 

December, 1988 

March, 1989 

March, 1989 
March, 1989 

April, I989 
June, 1989 
M y ,  1989 
July, 1989 

July, 1989 
November, 1989 
bcernber, I989 
July, 1990 

July, I991 
July, 1991 
Augwt, 1991 

November, 199 1. 
February, 1992 

July, 1992 
December, 1992 
December, 1992 

February, 1993 

Apd,  1993 
May, 1993 

May, 1993 
June, 1993 
June, 1993 
November, 1993 
April, 1994 

July, 3 994 

July, 1984 
August, 1994 

Host Country Cost Reimbursement Contract between BADC and IFDC signed 

FDI-11 implementation commences 
A rnanuai MIS for the fertilizer sector implemented 
T h e  policy of transportation discount points (TDP's) implemented 
Private sector dealer development and training programs begin 

The MIS for the fe~tilizer sector is cornputerizd with local area network 

Fertilizer technology transfer program begins with demonstration plots 

Government policy changed to dlow direct procurement of urea from factories by the 
private sector 
5050 quota system for public and private purchases introduced 
A novation contract signed between BADC, IFDC and MOA to substitute MOA as a 
party to the contract in place of BADC 
An in-kind credit progrm for fertilizer dealers begins 

Commercial credit program for private sector fertilizer dealers implemented 
Public sector rrimary distribution points (PDP's) begin closifig 
Government policy changed to allow direct procurement of TSP and MP from factories 

and ports by the private sector 
Tmsfer of BA DC fertilizer warehouses begins 
Farm-level fertilizer use studies commence 
Government abolished the 5050 quota system of  BADC for procuring urea 
Use of inlmd letters of credit for fertilizer procurement from factories begins 
'En-kind credit program abolished 
Government policy changed to aliow direct import of fertilizers by the private sector 
Government policy changed to allow partial removal of subsidies on TSP and MP 
Demonstration of hybrid maize cultivation in Bangladesh begins 

Contract amended to extend FDI-I1 from April 1, 1992 to August 29, 1994 
Private sector manages 100% of fertilizer imports 
Government po!icy changed to discontinue public sector ferkilizer distribution 
Government policy changed to aXow complete elimination ofsubsidies on TSP and MP 
MIS computer hardware and sofbvare enhanced with a iocal area network 

GAP sales promotion campaign begins 
Strategic plan for urea pricing at BCIC factories submitted to BCIC 
Assessment of the impact of fertilizer subsidy removal completed 

Fertilizer imports at full cost by the private sector begin 
Private sector begins to organize and finance training programs for fertilizer dealers 

Bangladesh Fertilizer Association formed 

Fertilizer control order submitted to MOA 
An environmental assessment of BCIC ammonia-urea factories completed 
Membership in Bangladesh Fertilizer Association exceeds 450 
FDl-XI closes 
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ACRONYMS 

ADB 
ALIGU 
ASP 
ATDP 

BADC 
BCIC 
BDG 
BFA 

CCP 
CCPF 
CDST 
CXDA 
C&F 
CIF 
COP 
CTSPC 
CUFL 

DAE 
DANIDA 
DAP 
DD 
DD&T 
DGIS 

FDI 
FLFUS 
FY 

GDP 
GKF 
Govt 

HA 
MCN 
HYV 

'IFDC 
ILC 

F C L  

LOP 

MEC 
MIS 
MOA 
MOF 
MOT 
MP 
M W  
MT 

Asian Development Ba* 
American Langyage Instttute of Georgetom University 
Ammonium Sdphate 
Agribusiness and Technology Development Project 

Bangladesh A ricultural Development Corporation 
Bangladesh C ! emical Industries Corporation 
Bangladesh Government 
Bangladesh Fertilizer Assnciation 

Commercial Credjt Program 
Commerc~al Credit Program Fund - - ---- 

Customs Duty and Sale; Tax 
Canadian International Development Association 
Cost and Freight 

* 

Cost, Instirance, Freight 
Chief of Partv 
Chittagong fiiple Super Phosphate Complex 
Chittagong Urea Fertilizer Limited 

Depytment of Agricultural Extension 
Danish lnternat~onal Development Agency 
Di-ammonium Phosphate 
Demand Dsaf 
Dealer Development and Training 
Director General International Cooperation (The Netherlands) 

Fertilizer Distribution Improvement 
Farm-level Fertilizer Use Survey 
Fiscal Yzar 

Gross Domestic Product 
Grameen fiisfti Foundation 
Government 

Hectare 
Host C o ~ t r y  NsttionaI 
High Yleldmg Variety 

International Fertilizer Development Center 
Inland Letter of Credit 

Jagiuna Fertilizer Company Limited 

Life of Project 

Monitoring, Evahatim, and Computer 
Management Informatron System 
Ministry of Agriculture 
Mmstry of Fmance 
Ministry of Industry 
Muriate of Potash 
Maximum Retail Price 
Metric Tan 



NGFF 
NGO 

Aus 

Boro 

District 

Fiscal Year 

Grvneen 

Krishi 

Rabi 

Thana 

Unior! 

Natural ' Gas Fertilizer Factqty 
Non-Government Organlzat~on 

Participating Bank 
Primqy Distribution Point 
Plamjng, Monitoring, and Evaluation 
Pa - Order 
?dash Urea Fertilizer Factory 

Urez Ceca Placement 
Urea ..., Fertilizer, Factory Limited 
united States Agency for hternational Development 
Urza S:px G r a d e  

Zla Fc:rt;lizer Company Limited 
I 

GLOSSARY 

Rice produced during late summer and fall (July ihrough October) 

Rice produced during the summer season (March through June) 

Rice produced during the winter senson (Xovember h u s h  F e t r q )  

Administrative unit in the charge of a Deputy Cornmissio~er comprising 
a number of thanas 

Starts from July of a calendar year and ends in June of the next calendar year 

Ruraf 

Agriculture 

Winter season ~ o v e r n b e r  though February) 

Administrative m i t  of  the 1 3 d  gavemment below the disixict 

The lowest administrati\le unit rsf locai govemraent 

EXCHANGE RATE 



Executive Summary 

The Agriculture Sector 

About 80% of the population of Bangladesh fives in rural areas and most derive a 
livelihood from agricultural work. The contribution of agriculture to the GDP was about 
38% in l992-IW3. Crop production, mainly rice and wheat, accounts for about 80% of the 
annual value of agriculturai production. A skewed distribution of land is evident in that 
about 11% of the rurzl housei~alds own 52% of the total cdtivabie land and 33% are 
landless. 

Agriculture production in Bangladesh is adversely affected by (1) limited land 
resources, (2) low productivity due to traditional subsistence agriculture, and (3) climatic 
forces. BDG set strategies to stimulate agricultural production by assuring adequate and 
timely availability of irrigation, fertilizer, and improved seed. The fact that chemical 
fertilizers contribute substantially to food and agricultural production has been increasingly 
recognized and uixierstood. The improvement in the distribution and use of fertilizer is 
essential for agricultural grow?h and development in Bangladesh. 

Fertilizer Marketing 

The use of chemical fertilizer was introduced in Bangladesh in the early 1950's. 
Until 1978, a public sector entity, BADC, was solely responsible for all procurement, 
transportation, storage, and distribution of subsidized fertilizers. Erratic and inadequate 
domestic fertilizer production, limited storage capacity, serious budget problems due to 
fertilizer subsidies, inefficient handling of fertilizer imports, and foreign exchange 
Iirnitations impeded the marketing of fertilizers. 

Starting in 1974, USAID addressed constraints of the fertilizer sector through six 
development projects. Between 1978 and 1983, the FDI-I was one of the pioneer projects 
that contributed to the development of a new marketing system to increase agricultural 
production by increasing fertilizer use. Techical assistance though FDI-1 brought major 
policy chmges, such as (1) withdrawal of BADC from s e h g  fertilizers in thanas but from 
PDPs, (2) transfer of fertilizer transportation below PDP's to privzte wholesalers, (3) 
removal sf restrictions on fertilizer trading, and (4) decontrolling retail prices. These FDI-I 
refoms created a competitive group of private wholesalers and dealers and resulted in a 
mark,ed improvement in fertilizer availability at competitive retail prices. 

Executive Summary 



The Need for FDX-I1 

FDI-I enabled the transfer of downstream fertilizer marketing to the private sector, 
but some tasks were incompk-te. Continued techicai assistance was necessary to hlfiII  fie 
development objectives of the BDG to establish an efficient fertilizer program based on the 
full participation of a competitive private sector. The availability of fertilizers at reasonable 
prices, technical knowledge regarding fertilizer usc, and tke availability of working capital 
were identified as factors that constrained fertilizer use in Bangladesh. The FDI-I1 project 
was designed to mitigate these constraints and increase fertilizer use. 

The FDI-XI Project 

Project Goal and Purpose 

The goal of the FDI-I1 project was to increase agricultural production at 2 mizhum 
rate of 4% annually though increased use of fertilizer. An average mrral growth rate of at 
least 8% in aggregate fertilizer use during FDI-IT was the indicator against which project 
accornplishents would be mesured. The project included four major components: 

Policy rabrnt 

Conzmercid credit progmm 

Dealer devdopmen t and ieclrnofo,y transfer and 
Management information system. 

Project Outputs 

The expected project outputs as stated in the project paper were as follows: (1) 
assure an adequate supply of fertilizer throughout Bangladesh, (2) provide funds to finance 
a fertilizer credit program for importers, distributors, a ~ d  dealers, (3) develop large-scde 
private sector wholesalers with a potential to market fertilizers throughout Bangladesh, (4) 
increase efficiency in fertiiizer distribution and marketing, (5)  activate ferti!izer dealer 
devdopment and sales promotion programs, and 6)  improve access to fertilizer sales outlets 
by the private sector. 

Technic21 Assistance 

As in FDI-I, IFDC continued to provide technical assistance in FDI-I1 through a 
IeveI of effort type contract that included advisory services, production and distribution of 
sales promotional materials, training, and equipment purchases. 

Executive Summary 
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IFDC was contracted to provide technical assistance to MOA to establish and 
institutionalize private sector fertilizer marketing. This was to be accomplished through the 
efforts of a number of consultants with long term and short term assignments. The planned 
level of effort was 12,340 person-months of direct labor including approximately 256 
person-months for long-term expatriates, and 11,084 personmonths for IocaI professionaI, 
technical, administrative and clerical staff. IFDC was responsible for monitoring and 
assisting in the implementation of a private sector national fertilizer distribution system and 
other FDI-I1 outputs including policy reform, technology transfer through training, credit, 
imports, and dealer development activities. IFDC also provided consultants, commodities, 
and training to accomplish the project scope of work. 

ResponsibiIities of BDG 

BDG was responsible to (1) oversee the progress of work, (2) facilitate prompt 
customs clearance of imported project commodities, (3) provide entry and exit visas to 
expatriate consuItants, (3) appoint local counterparts, and (4) provide CDST on project 
equipment. 

Implementation and Achievements of FDI-II 

1 Policy Reform 

Fertilizer policies formed an integral part of FDI-I1 in establishing a free market 
where the private sector could flourish. The reforms designed by FDI-II were 
comprehensive, complementary, and focused on fertilizer market development, subsidy 
removal, and the reorganization of BADC. 

Fertilizer Market Development 

The major policy reforms in market development included the following: 

* BDG implemented the reconlmendation of FDI-II regarding creation of TDPs 
that led to a significant change in responsibility for fertilizer transportation 

ivate sector. from BADC to the pr' 

e A major FDI-II policy refam which c11bwed distributors to purclrase 
\ 

fer l ikr  directly from factories was implemented by BDG in March, 1989. 
initially, private distributors were permitted to purchase fertilizer from 
factories on a 5050 quota with BADC. But this procedure was abolished by 
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the government. FDI-EI suggested a policy of free competition in the purchase 
of urea from domestic factories and this reform resulted in improved 
availability of urea tixoughout the country. 

BDG uiimvcd direct sales of TSP, MP9 and other fertilizers from factories 
and ports in July, 1989. This provided the private sector an opportunity to 
expand their contribution to improved fertilizer marketing. 

To continue with the policy of fertilizer market privatization, FDI-I1 provided 
policy analyses to support the direct imporfatiotz of fertilizer by the private 
sector and in 2991 the BDG permitted such imports. This initiative further 
strengthened the development of a private fertilizer sector. 

The fertilizer sector policy reforms created a situation that made all BADC 
fertilizer warehouses redundant. Therefore, FDI-I1 proposed the tratzsfer of 
BADC ferfiiizer rvnrelzortses to other sectors of the government as well as 
leasing or selling these warehouses to private distributors. 

Removal of Subsidy 

Continuing the subsidy on TSP and MP involved price regulation and administrative 
intervention that was inconsistent with the development of a free and competitive market. 
Therefore, a major step in the process of privatization was completed on December 6, 1993 
when all subsidies on fertilizers were withdrawn. 

Reorganization of BADC 

The involvement of the private sector in the fertilizer market required a review and 
restructuring of BADC. FDI-I1 evaluated the role of BADC and presented 2 plan for 
reorganization. FDI-I1 suggested phasing out the redundant staff of BADC through an 
attractive voluntary retirement policy. But, resistance from the employees union of B.,UIC . 

made it difficult for BDG to implement the recommendations. 

Achievements in Policy Reform 

As a result of policy reforms through FDI-XI, the following characteristics of a free 
market for fertilizer were evident in August, 1994: 
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The ntarket structwe z a ~ h w e n i  a radical transfomznfio~t. A vigorous group 
of importers, distributors, dealers, arid retailers emerged as a consequence of 
market reorganization. 

The marked share of the private sector increased drama~ically. The public 
sector share of the national fertilizer market decreased from 100% in 1986- "' 

1987 to less than 1% in 1993-1994. 

The private sector is ntnnngi~~g the importation of all fertilizers at fulI cost. 
The public sector share of fertilizer imports declined from 100% in 1990- 
1 W l  to nil in August, 1994. 

TDB and PDP operuiiorxs of BADC closed. As TDP operations gained 
momentum, eventuaIIy ali PDPs were closed. The TDPs are also now 
redundant because private sector distributors changed procurement from 
TDPs to BCIC factories and imports. 

The effect on fartdeved fertilizer prices lvns dramatic. Prices refiect intense 
competition in the market place, a phenomenon which encourages efficiency 
md yields great benefits to farmers. 

The private sector achieved cost efficiencies irz fertilizer dirtribution, This is 
clearly reflected in the gross margins of the private dealers which did not 
increase significantly after subsidy withdrawal during 1998-1 994 the gross 
margins ranged between only 16% and 19%. 

The availability of ferfiiizer has been sat&factory conslrrerstly with an 
estimated 108,000 fertilizer retail orifIets it1 sperafion. The improved 
availability of fertilizer in rural Bangladesh is further evident from FDI-IX 
monitoring which shows that in 1986 about 41% of the Bangladeshi farmers 
were able to purchase fertilizer at retail shops within 5 kilometers of their 
farms but in 1994 that percentage improved significantly to 80%. 

Prodrrctiojz attd sales of fertilizer from BCIC factories i~zcreased. The cash 
flow of BCIC has improved dramaticalIy as private sector payments are made 
in cash or through confirmed bank financing. 

Fertilizer use increased dramatically. Aggregate fertilizer sales during 1986- 
1987 to 1993-1994 increased by about 70% with an annual compound growth 
rate of about 8%. 
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0 The Bartgladesh Ferf iiizer Association was foriaed This association, formed 
with the assistance of FDI-11, is a key factor in the institutionalization of 
private sector fertilizer marketing. 

e Tire Ferrilizer (Control) Order b essential N, protect the interests of farmers 
and fertilizer rnwketers. A control order developed through FDI-I1 is now 
being reviewed by the government. 

Credit Program 

A key compment of FDI-I1 was to provide technical assistance to improve and 
strengthen the capabilities of banks in providing funds to finmce a fertilizer dealer credit 
program and fertilizer imports. 

The In-kind Credit Program 

During the early stages of developing private sector dealers, an in-kind credit 
program managed by BADC was funded through FDI-11. Of a U.S.$ 13 mitlion soft loan, 
US.$ 3 rniliion was used. With the rapid transition of the domestic fertilizer market from 
the public to the private sector, demand for in-kind credit virtually disappeared and U.S.6 
I0 miflion for the in-kind credit was de-obligated and used for fertilizer imports. 

The CommerciaJ Credit Program 

The CCP of FDI-I1 increased the availability of institrztional credit excIusively to 
finance fertilizer marketing activities. This was essential to facilitate private sector 
investment in fertilizer marketing. The CCP started in June, 1989 and the total FDI-I1 CCP 
h d  amounted to Tk.1,053 million or US.$ 26 rnilIion which includes original grant funds, 
counterpwt Taka funds against import of fertilizer and the interest emed on refinance 
loans. The CCP fund was useful in increasing the availability of credit from banks to 
private distributors and dealers to finance fertilizer purchases. Initially, 14 banks agreed to 
participate in the CCP and foIfow the procedures developed by FDI-TI. In June, 1994, f 3 
PBs, or nearly one half of all comercial banks in Bangladesh, were extending credit to the 
fertilizer sector tlvough the CCP. The number of bank branches involved in lending 
increased from 165 to 395 between 1989-1990 and 1993-1 994, despite a small decline in 
the number of PBs. Besides the FDI-11 funds, the participating banks are now using their 
own funds for loans. The share of FDI-I1 CCP funds in the PB's fertilizer loan portfolio 
d e c r h e d  from 78% to 41% between 1989 a d  1994. The reasons for this decline may be 
attributed to the following: 
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At present, there does not appear to be a liquidity shortage in loanable funds 
in the banks. Therefore, there is a Iow demand for the CCP funds of FDI-11. 

A mismatch between the short-term PB borrowing from h e  CCP (thee 
months) and the sanction of lams (line of credit) with a longer marketing 
period. 

The limited capacity to make good loans has effectively constrained the 
demand of PB's for outside funding. 

The CCP, by providing working capital to the fertilizer distributors, helped to 
nzultiply income from the fertilizer business. This reduced dependence on 
institutional credit. 

The fertilizer market has not expanded during last three years as vigorously 
as during 1989- 1990 and 1990- 1991. Increases in retail prices of fertilizers 
due to subsidy withdrawal, a decline in crop prices, and the slow growth in 
the HYV area and irrigated areas contributed to the reduced growth in the 
fertilizer sector. 

The CCP achieved a FDI-I1 project objective of encouraging fhancial institutions to 
provide working capital for private fertilizer traders. Moreover, the fact that the barks are 
using their own knds  for about 59% of loans for fertilizers is clev evidence that the banks 
consider the private fertilizer sector viable and profitable. This is a key to 
institutionalization of credit in the commercial barking system. An estimate of Bangladesh 
Bstnk shows fiat the total fefiilizer loam overdue in mid 1994 were Tk.362 million, a 
delinquency rate of about 24%. Although any delinquency rate is undesirable, the fertilizer 
loan portfolios of the banks are on average significantly better than other sectors of the 
economy. Fsr example, the delinquency of loans for food grain traders is about 80%. In the 
case of USAID CCP funds, the loan portfolio of the Bangladesh Bank shows no 
delinquency problems. 

One of the objectives of the CCP of FDI-II was to encourage fertilizer distributors, 
whoksders, and retailers to pass credit on the next level in the market network so that 
credit could reach farmers. FDI-I1 estimated that short-term liquidity valued at 66 million 
(US.$ 1.7 million) was provided to farmers by fertilizer traders through trade credit during 
! 992- 1 993. 
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The Inland Letter of Credit 

FDI-'I1 proposed m new means sf payment, namely Pilie Inland Letter of Credit (ILC) 
Eor the fertilizer distributors to make payments to fertilizer factories though banks. This 
financial instrument was accepted enthusiastically by the distributors because it involved 
lower bank charges, alleviated risks in arranging cash payments, and did not block funds of 
distributors with ECJC for prolonged periods. The use of ILCs was a success and 
contributed significantZy to the process of developing a free market for fertilizer in 
Bangladesh. 

Dealer Development and Training 

The dealer development and training program of the FDI-I1 project was essential to 
increase the technical knowledge mc! business acumen of fertilizer marketers, bankers, 
government officials, and fxmers. The training programs were also effective in educating 
government officials, fertilizer businessmen, and bankers which are needed to create and 
maintain a private fertilizer rnaket. The primary foci of the training programs included the 
following: ( 2 )  impact of policy reforms, (2) improving fertilizer use efficiency, (3) 
arieniaticn programs for dealers, (4) understanding crop production technology, (5) fertilizer 
marketing mmagement for dealers, (6)  understanding the conunerciaE credit program, (7) 
fertilizer inventory p lming ,  (8) fertilizer importation, (9) fertilizer distribution planning, 
and (10) production and use of compound fertilizers. 

As of June, 2 994, 23 8 domestic training and training-cum-workshops for 1 1,022 
participants were completed during the FDI-I1 project. Numerous t e c h i d  pamphlets, 
brochures, posters, slides, and films were produced for these programs. In addition to 
domestic training, 193 participants from the public and private sectors participated in 33 
external training programs, invitational tours, and study tours. 

Different studies indicted that the training programs organized through FDI-XI were 
effective in transferring knowledge to the participants. This was critical in the development 
and implementation of appropriate policy reforms, improved banking practices, improved 
efficiency in fertilizer importation, marketing, and improved efficiency in fertilizer use. 

During 1993-1934, private sector distributors, recognizing the benefit of formal 
training for dealers, organized and conducted 12 training programs in coilaboration with 
FDI-11. This demonstrates the institutionalization of training and dealer devdopment within 
the private sector. 
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1 Technology Transfer 

Technology transfer was an essential part of FDI-II to educate dealers and f m e r s  
about fertilizer use and to introduce high yielding crop varieties to increase profits. FDI-I1 
used the following major tools fur the dissemination of technologies: (1) technology 
demonstrations through BADC, DAE, NGBs, and the private sector, (2) formal training 
thi-ough fieId days and fafmers' rallies, (3) technical brochures, leaflets, and other 
promotion materials, and (4) direct teclmical assistance. During FIX-11, 988 demonstrations 
and 83 field days were conducted. 

The technology transfer activities fbcused on the introduction of appropriate fertiIizer 
technologies, improved fertilizer use management, and the introduction of new crops 
suitable to the agroclimatic conditions of Bangladesh. Technologies used in the 
demonstrations included urea super granules and urea deep placement technology, hybrid 
maize, baby corn, proper fertilizer management practices for rice and maize, and di- 
ammonium phosphate (DAP) fertilizer. 

The Management Information System 

The MIS of FDI-I1 was instrumental in (1) ensuring transparency in fertilizer 
marketing, aqd (2) providing policy makers and others with improved and timely 
information as a basis for sould policy decisior,. The MIS was based on several key 
principles: (1) maximum use of data bases, (2) direct linkage between the data and specific 
policy questions, (3) supplementing of reports with briefings and policy statements, (4) 
automadon to improve timeliness and flexibility, and (5) a phased institutionalization of the 
system. 

The monitoring activities included cdlection of data on a broad range of topics 
including the institutional and economic aspects of fertilizer distribution, the determinants 
of fertilizer use, current knowledge and practices concerning fertilizer, and the profitability 
of fertilizer use under different circumstances. The MIS also included data on fertilizer 
production, imports, stocks, sales, prices, output prices, and the cost and availability of 
credit. The output of the MIS served as a basis for series of reports including jl j weekly 
reports on fertilizer production and sales, (2) fortnightly reports on farm-level fertilizer 
prices, (3) trade butletins, (4) monthly farmlevel fertilizer price and availability surveys, 
( 5 )  monitoring reports on fertilizer distribution, (6) CCP monitoring, (7) quarterly progress 
reports, (8) annual reports, (9) farm-level fertilizer use studies, and (10) special studies. 

FDI-II developed a system for providing informal briefings for decision makers, 
especially BADC, MOA and BCIC officials, and bankers that have proven quite effective. 
Su& briefings arc best regarded as problem solving sessions where FDI-I1 data were used 
to identify problems and suggest remedial actions. 
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FDI-I1 performed data and wordprocessing work manually until August, 1988. With 
the installation of computers in September, 1988, FDI-II began using 2 modern compter 
system that provided information processing facilities for alt data collection and analysis 
work. The MIS work of FDI-I1 accelerated the flow of information which was in great 
demand by MOA, USAID, BCTC, and other national and international agencies. 

The DeveIoprnent of Infrastructure 

FDI-I1 activities for infrastructural improvements mainly includes identification of 
required infrastnrctural improvements for better access to factories, better loading facilities 
for barges and rail wagons, bulk delivery systems, improved handling at ports for imported 
fertilizers, and low cost storage by private distributors. 

The Project Facilities 

The FDI-I1 facilities included a project office in Dhaka and divisional offices in 
Bcgra, Chittagong, and Khulna. This arrangement provided excellent linkages with the 
ports, fertilizer factories, major fertilizer markets, and all agricultural areas. The project 
office at Dhaka included a conference room, library, and office space for about 120 staff. 
To provide transportation, a total of 32 staff vehicles, one bus, and 45 motor cycles were 
used. Excellent transportation played a key role in assuring project monitoring, problem 
identification, smooth transfer of technology, and efficiency in data colIection from 6 1 
districts in the country. 

The Technical Assistance Staff 

The successful impkrnentation of FDI-XI involved a strong TA staff comprised of 
10,841 person months for HCN staff, 254 person months for long term expatriate staff, and 
75 person months for short term consultants. Both long-term ar.d short-term consultants 
were w e d  to respond to project needs and requests for technical assistance or special 
studies from BDG and USAID. 

The four components of policy reform, credit, dealer development and technology 
transfer, and the MIS were implemented under the supervision of expatriate consultants 
supported by a number of HCN specialists and other staff. The expatriate and local staff 
worked together to achieve the objectives of the project of increased fertilizer use and 
establishment of a comerciafly viable private sector fertilizer marketing system. 
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Support from XFDC Headquarters 

The guidance and support from IFDC Headquarters in Muscle Shoals, Alabama, 
USA facilitated greatly the implementation of FIX-11. In addition to overall guidance and 
supervision of FDI-11, the contributions of iFDC Headquarters involved (1) organizing, 
nmiaging, and coordinating external training programs, (2) providing short term consdtants 
for specid studies and installation of a local area computer network, (33 assisting in the 
procurement and shipment of project commodities, (4) providing support for project 
accounting and administrative matters, and ( 5 )  library support services. The enthusiasm and 
contributions of IFDC Headquarters tlvoughout the LOP were essential for the success of 
EDI-11. 

Project Administration and Accounts 

An moun t  of U.S.$ 17.9 million was spent by FDI-IT, which is about 97% of the 
total estimated budget. About 98% of the projected total person months was used during the 
7.5 years of FDI-11. The FDI-II administration and accounts urzits performed all 
administrative and accounts activities in cornpIiance with USAID guidelines and IFDC 
requirements and developed a system to record all purchases of project commodities. 
Inventory records were provided to the MOA, who is to receive all the commodities at the 
end of project. 

Project Impacts and Benefits 

FDI-I1 made major md beneficial contributions to improved fertilizer use 
technologies, fertilizer distribution efficiency, expansion af credit by the private and 
nationalized banks, ernployrne~t generation, and increased agricultural productivity. The 
principal benefits are (1) fertilizer is available to farn~ers in all locations of Bangladesh at 
reasonable prices, (2) the number of farmers using fertilizer increased, (3) improved 
fe~ertilizer use efficiency resulted in increased yields and increased returns to farmers, (4) 
new employment opportunities were generated, ( 5 )  fertilizer imports were handled more 
efficiently and at substantially lower costs than under BADC, and (6) the BDG was able to 
reallocate funds from fertilizer subsidies to other areas of the economy. OF significant 
importance, the FDI-I1 helped Bangladesh to achieve the goal of self-sufficiency in rice. 
The project had the foliowing important impacts: 

Farmers 

, Fertilizer use increased coitsilierably. An estimate of IFDC based on various studies 
shows that number of farmers using fertilizer increased from about 8 million in 1985-1986 
to about 1 1 million in 199 I-  1992. 
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Fertilizer use 3s widespread m o n g  small arzd marginal farmers in ButzgIadesh. 
The findings of the f a - l e v e l  fertilizer price survey conducted every month since 1988, 
indicated that the overwhelming majority of the farmers purchasing fertilizer from the retail 
markets are the small farmers. The farm-level fertilizer use survey (FLFUS) conducted 
though FDZ-II during Boro 1990-1991 fmnd that the small farmers tended to use more 
inputs such as fertilizer and H W  seeds than larger fanners. This supports the findings of 
other studies which show that the adoption of modern technology is greater among small 
f ams  compared to large farms. 

Higher ir~put use lends to higher yields. The 1 990- 1 99 1 FLFUS found that yields 
from the fields of small to medium farmers were consistently higher than those of large 
fmers .  Although the differences were not great in rice, they were exceptiofially higher for 
potatoes, sugarcane, and vegetables. Potato yields were about 21% higher on the smaIl and 
medium sized farms, and as much as 50% higher for vegetables. As small farmers often 
have very small plots as large as 2.5 acres, the intensity of cultivation is obviously high. As 
a whole, average paddy yields increased from 1.4 MT to 1.8 MT per hectare between 1986- 
1987 and 1992-1 993, thus an increase of about 30%. 

Increased yiefds resrrlted in increased fm inconte. With the increase in input cost 
and virtually no change in the H W  paddy prices, the net return to H W  paddy did not 
decrease, mainly because of the increased yield. The net return for H W  paddy ranged 
between Tk.7,135 and 8,473 per hectare between 1986-1987 and 1993-1992. 

Deolers are providi~tg fertilizer credit ro erdiamce the ability of farmers to purchase 
fertilizer. The FDI-I1 monthly survey on fertilizer prices and other agricultural inputs found 
that private dealers provide fertilizer on credit to farmers at zero to negfigible interest rates. 
Between 1987 and 1994 the percentage of farmers who reported that access to funds limited 
their purchases to fertilizers has declined from 23% to 1%. 

Inzprovement off utilizer $isiribution yielded su vhgs art d beneflfi for Bangiadeshi 
farnzers. From 1988 to present, fertilizer purchases in bagged form, which are Eess 
expensive than loose purchases, have steadily increased and resulted in real savings for 
Bangladesh farmers. This is one of the outstanding benefits of the improvement in fertilizer 
distribution that resulted from agricultural privatization initiatives by the BDG. In 1988, 
about 35% of urea, about 35% of TSP, and no MP was purchased in bagged form By the 
end of the first quarter of 1994, these percentages increased to about 90%, 75%, and 60%, 
respectively. The farmers, who are undoubtedly the rural poor, saved about Tk. 1,000 
million or U.S.$ 25 million from increased purchases of fertilizer products in bagged form. 

Executive Summary 



Food Grain Production 

Food grain production irzcreased considerably. With increased fertiIizer sales, total 
food grain production increased from 16.5 million MT in 1986-1987 to about 19.5 million 
MT in 1992-1993. Total rice production increased by an annual compound rate of about 3% 
compared to the projected goal of a 4% annuaI increase during this period. Fertilizer use is , 
not the only factor for not achieving that project goal. Because other factors such as slow 
growth in irrigatioii, HYV area, and output prices constrained increases in rice production. 

Icrcrenter~fal food ,orni~t pradrrctio~r -food for ndditiorzal people. An incremental 
food grain production of 3.0crnilfion MT between 1 986-1 987 and 1992- 1993 provided food 
for an additional 15 rniliion people during fiat period. 

fitcreased food pron'irction redaced tire food gap. The increased food grain 
production reduced (he nation4 food gap by 09% between 1986-1987 and 1992-1993. The 
food gap declined from 1.3 mi!lion MT to about 0.4 million MT during that period. 

I~rcretrsed food grain prociucfioit. reduced rice imports. With increased food grain 
production, the import of rice and wheat declined considerably acd no rice was imported 
during the last 3 years. This achievement had a direct and favorable consequences on the 
national budget and foreign exchange reserves. 

Empioyment Generation 

Prior to 1978, there were approximately 60,000 appointed retailers, but only 6,000 
were active. Afer liberalization of policies in March, 1989, a large fertilizer distribution 
network was established ir, the private sector. According to recent FDI-I1 estimates, there 
are about 108,000 retailers who are active in the fertilizer trade, 13,000 wholesalers, 1,398 
distributors, md 2 15 importers. These retailers, wholesakrs, importers, and distributors 
employ about 60,000 persons. Thus, the total employment generated in fertilizer marketing, 
including the self-employed retail network, is estimated to be about 170,000 persons. An 
estimate of FDI-I1 shows that an additional about 60 million person days of farm 
employment was created in the fertilized HYV Boro area. The total incremental 
employment created could not be estimated but is surely substantial. 

BDG Savings 

BDG saved funds as a result of subsidy withdrawal and privatization of fertilizer 
impohation and the domestic fertilizer business. Because fertilizer imports and domestic 
marketing are now managed by the private sector, the BDG no longer bears the expense of 
a state controlled system of fertilizer importation and marketing. Full cost pricing of 
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fertilizer and private ferfiIizer business activity had a favorable impact on the national 
budget and savi~~gs from 1988-1989 to 1993-1994 are estimated at Tk.4,758 million (U.S.$ 
1 19 rnil!ion). 

Fertilizer Importers, Distributors, Dealers, and Retailers 

The project resulted in the mergence of business entrepremws that are now actively 
involved as private sector fertilizer importers, distributors, and dealers. FDI-II provided 
support to establish the Bangladesh Fertilizer Association (RFA), which strengthened the 
organizational capacity of the fertilizer importers, distributors, and dealers. Overall, the 
FDI-I1 project benefitted fertilizer dealers in the following areas: ( 2 )  irnpr~ved business 
acumen, (2) improved access to credit, and (3) improved ability to provide customer 
services to farmers and facilitate technology tr=sfer. 

Banking Sector 

The lending institutions benefitted from the training programs and their capacity to 
appraise loan applications, reduce transaction costs, and improve recovery rates improved. 
As a result, of the CCP of FDI-11, the commercial banks extended loans to fertiIizer 
importers, distributors, and dealers. During FDI-II. the total amount of loans made to the 
private fertilizer sector totaied Tk. 15,570 million (US$ 3 89 million). 

Women 

Although there were no direct consequences for women by FDI-II, increased 
fertilizer use resulted ir, increased food grain production and provided work for women in 
post harvest activities. This certainly increased their income and improved their livelihood. 
FDI-II emphasized recruiting women staff as specialists a i d  support staff. This provided an 
opportunity for those wcrnen to develop their careers, increase their skills, and improve 
their incomes. At the end of FDI-XI, 20 women were employed by the project and 
represented 10% of the total staff. 

Indirect Bcnefits 

The FDI-I1 project, which aimed to create a competitive atmosphere in fertilizer 
marketing, had significant secondary benefits which c m o t  be quantified. The value added 
in transportation, storage, trade, and industry which come partially from increased fertilizer 
produ'ction and food production can sot be quantified, but is surely substantial. The project 
indirectly provided economic benefits to the consumers of agricultural products tiecmse 
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increased fertilizer use increased yields and therefore, reduced production costs per unit of . 

output, arid thus Iower food prices that benefitted poorer consumers. 

BADC 

The FDI-I1 project, by improving the use of fertilizer, contributed to alleviating 
poverty in the rural areas of Bangladesh. However, the adverse effect of the project on the 
gradual demise of BADC cannot be disregarded. About 6,000 employees of fertiIizer wing 
of BADC were displaced due to replacement of their activities by private sector. Although 
many found employment elsewhere, the fate of a large number of ernpIoyees remains 
uncertain. The BDG still has an unnecessary fertilizer related budgetary burden. It incurs a 
cost of about Tk.200 million (U.S.$ 5 million) annually for overhead, salaries, and 
aIlowances of employees in the idle fertilizer wing of BADC. 

Lessons Learned 

The FDI-I1 project is recognized as a model of the transition from a government 
controlled and operated fertilizer marketing system to a mhrket-oriented fertilizer sector. 
There are many factors which contributed to the success achieved through FDI-I1 including 
a sound project design, a capable and dedicated project staff, and adequate availability of 
the resources needed for project implementation. However, an often overlooked factor and 
one which was absolutely essential to FDI-I1 project success, was the productive working 
relationship that existed between USAID, the Ministry cf Agriculture, and the FDI-II staff. 
This unique relationship, driven by a common will to achieve increased efficiency in 
fertilizer marketing and improved fertilizer use, was the ke;~ to project success. The 
experience of FDI-II offers instructive lessons and suggestions that provide a solid basis for 
the development of agribusiness in the country. The important lessons are: 

Q Competitive market forces play a major role in stimulating agricultural sector 
efficiencies. 

Technical assistance in concert with the government is essential to project 
success. 

A community of entrepreneurs must be fostered through technical assistance, 

training, and credit. 

\ 

0 The benefits of proposed policy reforms must be explained continuously to 
the public and private sectors. 
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Commercial credit is essential for agribusiness to replace production, 
distribution and marketing functions of the public sector, particularIy in new, 
high risk areas. 

Consideration sl~ould be given to government employees displaced by a 
transition to a market economy. 

a The timely and systematic flow of informatian is essential for decision 
makers in public and private sectors. 

e Technology transfer is essential for privatization. 

e AID agricultural development projects with major policy reform objectives should be 
implemented over 5-10 years if institutional change is to be successful. 

I *  Agricultural policy reform must be viewed as an evolutionary process. 

. Significant agricultural policy reform is possible, given sufficient resources and 
commitment by USAID and the host government. 

S hurtcomings 

No final report is complete without reference to goals that were not realized or those 
for which only Fartial progress was realized. There are at least three areas that warrant 
discussion in this regard. 

The assets of BADC, specifically, the warehouses were not transferred to the 
private sector or other government agencies as intended. Only a capacity of 
95,700 MT was divested and at the close of FDI-II, BADC retained a rota1 
warehouse capacity of about 373,900 MT. The warehouses are virtually 
empty but the BDG continues to incur costs. 

e Another shortcoming also involves about 6,000 redundant employees of 
\ BADC at the close of FDI-I1 and represented tmly a displaced public sector 

entity. Perhaps with other po!icies and actions a new role for BADC could 
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have been created. Such a role may have included work in the private 
fertilizer sector that involved regulation, quality control, enforcement of lega! 
weights and measures, environmental monitoring, monitoring fertilizer prices 
and availability and related work. Thus, BADC was not reorganized as some 
imagined possible and desirable. 

a The third shortcoming relates to the sequence of policy reforms. As FDI-ZI 
closed, it became apparent that it would have been useful to the privatization 
effort to have formulated and implemented a policy on fertilizer regulations at 
an earlier date. This is also the case with the Bangladesh FertiIizer 
Association. 

Issues 

Increhsed fertilizer use benefitted the country at large. A number of important poiicy 
reforms were taken to promote the development of the private fertilizer sector. But the 
fertilizer sector now faces issues that need attention for sustainable long-term development. 
The key issues are: 

Mraxintum Retail Prices of Ferli1izers.s: Fertilizer retail prices are a major issue of 
policy concern. Fertilizer prices in a market economy behave according to market norms. 
But short lived price hikes create confusion among the policy makers and government may 
be sidetracked by vested interests. This may led to the fixing of maximum retaii prices by 
government which is contrary to the principles of a free market economy. 

FertiIiter Brtffer Stocks: Some interest has been shown by BDG to maintain an 
intervention stock of fertilizers to "protect" farriers in remote areas from high prices and to 
assure access to fertilizers. Such concerns are not only inconsistent with the BEG policy 
refom but would (1) cause additional budgetary problems, (2) displace private distribution 
in remote areas, and (3) create major disruptions in the market. 

Use of Dortvr Funds for It~portfitg Fertilizer: In a free market economy, private 
sector importers always choose to import fertilizers from sources with competitive prices 
that d!ow a profit to be earned. But imports through donor funds do not allow that 
opportunity and donor procedures are cumbersome. Although, importers prefer to use cash 
foreign exchange, their iack of interest in using grant funds for fertilizer imports may be a 
concern to the government of Bangladesh. 

TJte Fertilizer Control Order: Enactment of fertilizer control order is essential to (1) 
promote integrity and discipline in market place, (2) provide assurances that fertilizers are 
identified properly, (3) provide assurances of the validity of the quality and quantity 
represented by sellers, and (4) protect the interests of the farmers and traders. 
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The Bn)lglnt!es/r FertiIizcr Assacirrfion: Fhc BFA needs continuous tcchn ical 
assistance to mature, develop, and prosper. 

Mnrkd h'dfigertcc: Market intelligence is a key factor in understanding the 
dynamics of a market economy. Therefore, the MIS of FDI-I1 needs to be institutiofialized 
within the public and the private sectors, otherwise a serious void will be created with the 
close of FDI-II and reliable market information will be lacking. 

A Final Note 

Policies and programs already in place have brought rapid growth in agriculture. But 
in the fertilizer sector certain issues are yet to be resolved. For example, donor financing of 
imports, BCIC pricing and marketing policies, establishment of a national fertilizer 
regulatory system, and establishment of an MIS in the public and private sector are all key 
issues which need to be resolved. Current pdicies provide for further increases in the 
irrigzted area and fertilizer use according to trends which have developed over the last 
several years. However, even faster growth in incomes and employment may be possible as 
the co~&ry turns toward higher value crops and creates m environment for a variety of 
agricultural production and service activities. The sustainabifity entails transformation of 
subsistence farming to cornrnerciaI farming. 

USAID will continue to support the efforts of BDG in changing agriculture from 
food grain production to other high value crops which is expected to accelerate growth in 
agricultural incomes, increase returns and demand for labor, and attract investment in agri- 
processing. Tile forthcoming Agribusiness Technology Development Project shall attempt to 
remove the barriers to increasing agricultural production, crop diversification, mri economic 
growth in general. The government of Bangladesh, through FDI-11, demonstrated to donors 
and the international business commufiity that the country realizes the benefits of a 
competitive market and is willing to make difficult policy decisions and implement reforms 
that contribute to the economic and social well-being of its citizens. 


