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1 acre (ae) 

I Idlngram (kg) 
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1 long ton (It) 
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EXECUTIVE SUMMARY 

FINAL EVALUATION OF THE FERTILIZER DISTRIBUTION IMPROVEMENT 
PROJECT -I (USAID Project 388-0024) 

Project Purpose 

The Fertilher Distribution Ill1IproY~mcnt Project, Phase I (fDI-I), 
is an integration and expansion of' three separate USAID agricultural 
development efforts in fertiliuf storage, bullk handling, and 
agricultural input supply during the early 1970s in Bangladesh. The 
overall goal of FDI-I was to increase foodgrain production, especially 
by small farmers. To achieve the stated purpose of incr~asillg 
fertilizer use 011 an equitable basis, FDI-I outputs included 
fertilizer warehouse construction) fertilizer imports, as well as 
institutional development and poHcy reform designed to est.lblish 
private, free market distribution of fertilize.'. hnplementalion was 
carried ou t by t he Bangladesh Agricul tu ral Developmen t Corpora tion 
(BADC), a statutory corporation und,er the Ministry of Agriculture and 
Forests. The project agreement was signed in 1978 and total U.S. 
assistance as of May 1988 has been approximately $222 million. 

Purpose of Evaluation and Methods Used 

The purpose of this final evaluation of FOJ-I is to assess the 
impact of the project on fertilizer availability and use in 
Bangladesh, determine if project performance to date is consistent 
with expectations, and identify actions necessary to sustain and carry 
forward the pnsithe effects of the project in Phase II (FDI-II). The 
evaluation was conducted by external consultants from SECID Research 
International, Dr. Craig L. lofanger (Team Leader), Dr. Raymond 
Hooker, and one Bangladeshi consultant, Mr. A. Samad. The 
implementing agency assigned fOlH senior man,agement officials to 
assist the evaluation team: A.ICM. Shahjahan, Mofazzel Hossain, 
Giasuddin Ahmed, and Atiqur Rahman. 

The Team reviewed periinent tJSAID files and project documents as 
well as related studies completed by other BnG agencies, private 
consultants. and international agencies. All resident USAID 
agricultural officers and the TA Team were interviewed regarding 
project performance. Rapid reconn,aissance inteniel'fs were conducted 
with ove forty prhate fertilizer wholesalers and retailers, and with 
BADe field officers. Fjeld visits were made to village mar~ets and 
BADe distribution points in four regions as well as one visit to a 
fertilizer factory. Key fertilizer use and marl.cHng data were 
analyzed, including farmer survey data collected by the Mission for 
the 1987/88 Rabi/Boro season. The in-country portion of this 
evaluation took place from April 12 to June 5, 1988. 

Principal Findings 

1. FDI-I has made a positite contribution tG the program goal of 
increased foodgrain production in Bangladesh. During the life of the 
project, Bangladeshi farmers haH increased foodgrain production by 
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nearly 2.5% per year. While this does not equal the prc.ject paper 
program goal of 4% per year, the impact of lfertilizer has been 
relatively greater in the Bol'o season when over ,,'me-half of all annual 
fertilizer is applied to rice. Bol'o rice production has increased 8% 
per year and wheat production has increased 12°/" per year over the life 
of PDI-I. Au increase in productivity of small fanners is indicated 
but could not be definitely determined due to lac), of farm-size time 
series production data. 

2. In large part the physical output objectives (warehouse 
construction, fertilizer imports) have been achieved: 

(a) Thirty four godown sites were constructed with a rated 
capacity of 188,GOO MT, representing over 45% of current total 
capacity. BADe gross fertilizer warehouse c~q:J,adty is over 400,000 
tons, sufficient to meet current and nelH-term needs. ' 

(b) Fertililer imports under FDI-I totaled 527,461 tOllS, about 
13% of all fertilizer imports during the project period. These imports 
contributed to closing the hrtilizer "supply garJ" Bangladesh 
experienced at the beginning of the project. Expanded BDG production 
capacity, improved BADe procurement and distribution, and slIstained 
donor involvement have reduced the supply gap. 

3. USAID assistance *0 Banglladesh under FDI-I has totaled $221 
million and has made a substantial positive hnpact on fertilizer 
availability. It appears that th(~ gross economic benefits of the 
project, primarily in the form of fertilizer irnports, have exceeded 
project direct costs. 

4. The project purpose of increased fertilh:er availability on an 
equitable basis has been largely achieved. Fertilizer use has 
increased among farmers of all sizes to the point that virtually all 
farmers use some fertilizer on foodgrains. The available evidence 
indicates that small farmers (less than 2.5 acres) have access to 
fertilizer, pay slightly higher prices, use fertilizer at higher rates 
than large~ farmers, and combine fertilizer with other modern inputs 
in an improved cropping system. 

5. The availability and p;rice of fertilizer in remote and 
inaccessible areas remains a concern for BADC. Available published 
evidence and field visits suggest fertilizer is however widely 
available; prices in remote marke~s are marginally higher reflecting 
increased transportation and marketing costs; and there are fewer 
dealers in remote areas. 

6. A free mari{et system of fertilizer wholesalers and dealers has 
slowly been established nationwide through the policy changes 
impl'emented by the BDG and the .HADe and as a direct result of FDI-I. 
This marl~eting system now handl«!s 99% of all fertilizer and appears 
competitive, efficient, and capable of handling fertilizer marl{eting 
wit h in Ban g I a des h. The p.r i vat e In ark e tin g s y ~ t p m has the pot e n t i a Ito 
expand through direct lifting by wholesalers from ports and Dele 
factories. 

7. The NMS represents an improvement over the OMS. Fertilizer 
availability has improved, national buffer stock targets have largely 
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been met, and private marl<eting costs as a perCi~nt of total fertilizer 
cost are low. BADe could conftinue to improv~l regional sup~)ly 
management and reduce intern~t1 mari<eting costs through full 
implementation of FDI-II. 

8. BADe Dea!er Development and Training has h21d a positive impact 
and is widely supported by dealers and wholesalers. Field interviews 
of dealers and wholesalers indicatled l'irtually unanimous approval of 
previous BADC dealer training. However, this training has been 
sharply attentuated since 1986. 

9. The potential exists for hmprovements in the efficiency of 
fertilizer use in foodgrains tbrough improvements in cultural 
practices, addressing micronutrient deficiencies, and expansion of 
complementary inputs (irrigation and HYVs). There is no evidence that 
serious constraints on complement~HY inputs have canceled the positive 
effects of increased fertilizer use in Banglad"sh. 

10. As planned under FDI-I, retail fertilizer prices have 
gradually oeen completely decontrolled without serious negative 
impacts on fertilizer marketing. In addition, the BDG has dranH~tically 
reduced fertilizer subsidies during the last six years. 

11. BADC has improH!d national-level fertilizer pi"OCUrement and 
supply management. Distribution ~laiS been streamlined thr.Jugh the PDP 
system and BADC has steadily improved godown management. Regional 
£tocking and movement problems remain as well as a serious warehouse 
maintenance problem. 

12. Despite considerable opposition, the project ane BADe haH 
made fertilizer more al'ailable, at competitive pll'ices, and even more 
progress could be made if the private sector continued to expand. In 
addition, modest expenditures for infrastructure improvements at a rev, 
BADe storage and transit sites represent the I)otential for further 
improvements in fertilizer distribution management. 

13. Although project implementation ha& been slower than 
anticipated, USAID/Washington and USAID/Dhaka h:ne managed FDI-I in an 
adequate fashion using a consensus approach to decisionmaldng and 
manag~ment. 

14. The large technical assistance component of FDI-I was 
implemented primarily by the II1iternational fertilizer Development 
Center (lFDC) whose resident and short-term consultants have provided 
technically sound, problem-oriented, and timetiy input to BADe. 
IFDC/Dhaka has malntained good working relationships with tile BDG, 
~he Ministry, and BADC thus making fertilizer policy changes 
attainable. 

Principal Recommendations 

1. The Minis!ry of Agriculture, BADe and USAID should reaffirm 
policy objectives for Phase II of fertilizer distribution irnprOHment 
(FDI-II), especially concerning thE~ role of private sector fertilizer 
marketing. In this regard, VSAID shoul~ continue to ~Issist BADC as the 
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lead agency for implementation of FDI-II. While the BADe asserts that 
its "social responsibility" to supply fertilizer to farmers is 
paramount, further expansion of jfree marJiet dhtributiou of fertilizer 
may continue to be resisted in the absence of clear policy d!rections 
from the highest levels. 

2. Intense technical assistance should be offered by USAID to 
assist BADe in establishing service apd regulatory roles in fertilizer 
marketing. This would include institutionalizing lcliable market 
intelligence and reporting (e.g. the Monthly Fertilizer Newsletter); 
evaluation of BADe's capacity to maintain fertilizer security buffer 
stocks in regional long-term storage facilities 'where IHoduet quality 
can be maintained; and developmcnt of a product quality testing and 
reporting service. Flexibility in programming of USAID financial 
tisshtance should be assured in order to support BADC in the 
establishment of its responsibilitiies for buffer··stock storage, market 
information, and quality contro!. 

3. The USAID project manager and BADe senior management, with the 
assistance of IFDC, should promptly examine the extent of godown 
excess capacity and develop a strategy for effecOve alternative uses 
of godown facilities no longer used for fertilizer storage. 

4. The current BADe staffing pattern involved in fertilizer 
procurement and distribution should be changed to I'efleet the 
expansion of the private sectoJr. Technical assistance as well as 
financial support should be pro'vided to BADe to help reduce or 
reallocate resources. Thifi would include a freeze' on hiring within the 
fertilizer section of BADe so personnei can be reduced by attrition 
and some form of incentives for UADCofficers and personnel who w8nt 
to capitalize on their acquired expertise by pursuing private ventures 
in fe,tilizer marketing. 

5. The BADe Dealer Developml~nt and Training cUHiculum sho!.lld be 
recast to address the chF.nging nature of the distribution system and 
i nor d e r toe s tab Ii s It a m 0 r e \' jab I e me c han ism for dis s e min a tin g 
fertilizer use information. 

6. Long-term technical assistance should continue to be provided 
to BADe regarding implementation of FDI-II activities, dealer 
development and training, and the future role of BADe in fertilizer 
procurement and distribution. In addition, technical assistance on 
improHd fertilizer use efficiency should be expanded through short
term consultant services. 

7. Private sector wholesaling should be anowcd to continue to 
expand through the full implementation of FDI-H. Infrastructural 
constraints at BADC storage and transit godowns should be evaluated 
closely anti defidendt~§ corrected as soon as possible. 

8. The perf 0 r r' a i1 ceo f the p r iv ate sec tor s h 0 u I d be m 0 nit 0 red 
closely as provided under the FDI-II Monitoring and Evaluation Plan to 
determine if distribution, pricing, or other marketing pro!Jlems arise 
in remote or inaccessible areas or during l1eriods of tight supplies. 

\ '.; 
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9. USAID should continue to work with other donor agencies and 
international organizations in ot'der to rationalhe and facilitate 
technicaf advice and policy recommendations to the BDG and BADC 
regarding organizational managemcmt, fertilizer distribution, domestic 
production, pricing, and godown construction. 

Lessons Learned 

1. AID agricultural development projects with major policy reform 
objectives should be expected to haH long implementation periods 
(Le. 5-10 YE'ars) if effective institutional change is to be 
successful. Despite steady effort by project managers and the 
technical assistance team, the conditions precedent and special 
covenants in FDI-I took years to be fulfiUed. Over that period of 
time BDG ministers, BADC chairmen, and USAID proj,ect officers changed 
several times, each time necessitating the re-establishment of 
understandings and agt'(~ements Of) project lJ!olicy objectives. In 
addition, it is apparent that :llgreement on policy changes and 
directives l>y the leadership of the BDG and/or the implementing 
organizatio;l does not mean nc"" policies will be operationalized 
immediately. 

2. Policy reform in agrilt:ulture must bc~ viewed as an 
evolutionary, step-wise process. To develop a private, nationwide 
wholesale-retail fertilizer marketing system <:ould not occur 
immediately. The decontrol of retailing and the establishment of the 
PDP system were necessary steps in the gradual process of building' 
the capacity of the prhate sect(]Jf. Now some or most of the PDP 
godowns are redundant and can be used for other public purposes 
because the private sector now has the capacity to move larger 
quantities of fertilizer longer distances. This should be viewed as a 
sign of project success and surplus fertilizer godowns represent part 
of the cost of institutional del'elopment. 

3. FDI-I demonstrated that important policy I"dorm in agriculture 
is possible, given sufficient resources and commitment by VSAID and 
the host government. BADe has experienced a. loss of morale and 
resisted some of the policy reforms as its fertilizer distribution 
program has been attenuated. ThUls, it is clear that careful thought 
should be given to the impact of policy reform on existing 
organization and some project f€~sources devoted to addressing the 
institutional problems experienced by implementing agencies. 



n~TnODUCTION AND COUNTRY CONTEXT 

T his doc u melt tiS t h 4; fin a I ext. e I' n ~d e v a ~ u a H 4) U 0 f the f' e' • i li l er 
Distriuution i~npiOl'l!ment Project, }l'ha~e I tFOi··;), ,':o;,d.tch,d ;!tHl'lg 

April-Juf'lp', 10~f~. l<'})J-I i:; 2 USAID p"Oj~H~ .Ne, .t'.3-~'u 14) l.1ithn:~d )1\ 

1 9 7 8 w H h t h i: 15 ') ~ ~ 01 ; n ~ f e ~ s i Ii ~ f 0 Q (! g~ ;; I 1. '; ,0 ~ Ill. ,:, n i 11 .~; a ,(l g h it..' ~' }. • 
e s pee bd : i b y Sf'. a II r a nn e p T :. '" j) !J r } {l S ; :.; f i hi:. ~ v .d If t, d n )7, ~ S • (I 

asses') ~ he : eo Ih~ ~ (' f , h', P t () ,e t I: ,'P. c r l.I L " ' . . .," i I" j if !; a "U 
f()(/llg[4"; ;.r-r·''u-:t10 1' ir. ·'lr.),dH.!'~t;:, d~tr ':Jt:'~i: if pOJ"n lH;no,m}.;r:{'? 

to dati :.·Jnd'.t?IP ,f' ", ;;..,:)f,S, a.nd idr.:l1dT'· :.;:-\:ions 
necessary t:;.~'L\.,"t 1 :\:- to " \.~t's of FDI·I in~.: !;~ "~e!>sor 
project. '", ~ j ; 

The FDI-I pre;- ~t fHIQ10:'C is i;;!,J'l'25.f't'i of ff' HUzet' on ,HI 

equitable basis, a purpose w:ti';(l ha;s had . '-'1iilodhy assistance, 
construction, and instLl!f~onJI ~ vlh;' dimensions. U.S 
ass i s t a II C e has a ill 0 U n ted tea Ii P 1', X ; ;'0 a • \' i Y ,1) ,; /. _ j : (j n , $ 1 9 () In i 11 ion i n 
g ran t san d $ 3 2 i n loa n s • 0 n~ r t h ~ !i f ~ (\ ( I \ 1 ..' I) r I) j c": t , <l n iv i ti e S 11 n d 
programs have been implemented b) t!H~ Hangladesh Agricultural 
Del'Clopment Corporation (BADe), a i,;uHtd<.Yy coqlOration ander the 
Ministry of Agricuhure, '.viln primary technical aS1;istance provid·~d 

through a host country ccnttact wi~t, the Intern~ltional Fertilizer 
Deveiopme,tt Center (IFDC). 

Country Context 

Bangladesh is a relathely small, densely populated country with 
more than 106 million dtizer.5, over 85% of whom Ihe in rural areas. 
Per capita income in 1986 was ~stimat':!d by the \Vorld Bank to be $160, 
however Ministry officials assert it is no higher than $133. 
Agriculture generates 45% of the gro!;s domestic product, a share ;yhich 
is slowly rleclining. With diffusion of HYV seeds, irrigation 
expansion, and a fair:y steady increase in hrtilizH use, totai 
foodgrain production has increasedl from 13.3 million MT at the 
beginning of FDI-I to an estimated 16.7 million MT in 1988. However, 
over the last four years a growing population has resulted in a per 
t::lpita foodgrain production decline from a hi~h of 166 Kg/capita in 
1981 to 159 Kg/capita in 1987. As a consequence, Bangladesh is 
considered to be ~ food deficit country oependel1it on donor-assisted 
foodgrain imports, 

With only limited potential fOli expansion of cultivable acreage 
and a cropping !ntensi~y now averaging over 150%, Badgladesh's soil 
resources are experiencing serious fertility probliems. Serious sulfur 
and zint deficiencies have been identified. These probltms are 
aggra\aled by the long-timt: practice of han-esting most crop residues 
for use as Ihestock fodder, fuel, and building materiais. Although 
seasonal monsoon flooding is common, only thos{~ fields near main 
watercourses receive any substantial amount of organic materials 
deposited by flood waters. :he addition of manure, compost, and rice 
hulls to the soil is practicerl but only on a limited basis, 
insufficient to haH any significant impact on foodgrain ynelds. 

1 
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r ~ 1I ~, t h t hI!': r ~.Ii S {~ : Ii til e use 0 f III 0 de r n in put s - - H Y V see d s, 
~11;ch"i'-.~:"!" 'fl"iganon, ('c~iit, ant' ctd:rni(..al fcrtilhers··-represent the 
b :st rl( .:~: .. ti}; for ... ssi5 1 ;ng Bangladesh in meeting food needs. These 
m'_ '-.fU k':jJ .... tr; f·~['r(~§cl~l a substitute fOf incre8lihll~ the land base in 
l:ti;rir;l.Ilht!'e. 0. ("~,urse, ust' of modern iUIHJts is in~enl:lated requiring 
f!M.pl, ~enta.·y appHcatiodS ~'ld managlcment. 

1-h<! Bliljgladcsh Government (BlOG) h~s a long history of involvement 
i r. t h!' 9 r (; ill C t i 0 t: p n d pro vis i I) n 0 f moe ern i Ii put Si t 0 a g ri c u H u r c . P ri 0 r 
to inl!epenriulI .. ' in 1971, the Easlt Pakistan Agricultural Dc-,'.zlopment 
forporq:ion {El' ADC) procured and distributed IH~,eds, fertHLter, and 
brip.aHon eqlJl;1ment to farmers at subsidized pr:~es. After 
independence from Pakistan, in 1971 [PADe blecame the Bangladesh 
Ap,rictlltural Development COfnoration (BADC) and carried forward the 
same basic re~ponsiblities. 

BADC did introduce a limited commercial conc.cpt into their 
fertilizer distribution by appointing local n~taU dealers to sell 
fertilizer to farmers, This came to be l<nown :as the Old Marketing 
System (OMS). However, BADe maintained essentiaLly exclusive control 
OHl fertHizer importation, storag1e, and distribution. Under the OMS, 
BADe ..:leli.'cred fertilizer to intermediate godown:5, Thana Sales Centers 
(TSCs), and to Thana Central Cooperative Assoriation (TCCA) godowns. 
Sales to the appointed dealers welre made tllrOUI~h TSCs. The dealer's 
gross commission was based 011 distance from the TSe. Sales price and 
territory were regulated by BADe. 

As fertilizer use began to increase sign~fi,caL:tly in the 1970s-~ 

from 108,000 MT in 1965/66 t~ 465,000 MT in 1975/76--the heavily 
subsidized price created a seriou~; budget !Hoblem for the BDG. By 
1976/77 the fertilizer subsidy amounted to 59% of BADe total lJUrlget 
and 4% of total BDG expenditures, vdth the prospect of increasing to 
6%. In addition, erratic andl ifladequate domestic fertilizer 
production, poorly programmed imports, chronic foreign exchange 
deficits, and limited national storage capacity, BADC could not hope 
to nlcet fertilizer dcma ods wi t hOll t donor assic-tance. 

It was in this cuntext that the BDG and USAflO began negotiations 
in 1977 6n \Yhat V'ias to become FDI-L \Vilen thE~ original $150 million 
g ran tag r e e men twa s s i g ned illl J u I y, 1 978 the pro j e c t des i g n 
re,resented an integration of three sepalilte USAID efforts in 
fertiliur storage, buB' handling, and agricultural input supply. To 
achiHe the stated PGrpo~e af increasing fertiliUf use on an 
equitable basis. FDI-I also included institutionai development and 
policy reform goals designer! to expand !he free market inyoivement in 
fertilizer distribution. The proje~t agreement has been amended seven 
times, with a major amendment in ~984, and tonal expenditures as of 
May 1988 have been approximately $222 million. 
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PAlltT A: 

IMPACT OF FDI-I ON OVERALL FEftTl:LIZER SUPPLY 

AND A V AILAtJILITY IN BANGLAUESH 

;:indings: 

1. FDI-I has made a pO:J (~l'e contribution to the prDgrarn goal of 
increased foodgrain producti? • Bangladesh. During the life of the 
project. Bangladeshi farmer increased foodgrain production by 
;learl.v 2.5% per year. Whl, is does nol equal the project paper 
program goal of 4% per ,veal'. .the impact of fertilizer has been 
relatively greater ill the Bora seaSCH/ when over one .. half of all annual 
fertilizer is applied to rice. EOI'll rice production has increased 8% 
per ,vear alld wheat production has increased 12% per yar over the /ife 
of FDI-I. An increase ill prodHc{i~'ily of small farmas is indicated 
but could 11 "I be definitely determined due to lack of farm-size tinle 
series productior data. 

2. In large part the physical outP:J{ objectives ( warehouse 
cOl:structiOIl. fertilizer imports) have ber :chieved: 

(aJ Thirty four gadait'll sites were cUlislrucled with a rated 
capacity of 188.000 MT. representing over 45% of current lOlal 
capacity. BADC gross fertilizer warehouse capacity is over 400,000 
tOilS. sufficielll to meet currelll and near-term needs. 

(b) Fertilizer impolls under FDI-J tOlaled 527.461 tons. aboUl 
13% of all fertilizer impons during the project period. These imports 
contributed to closing the fertilizer "supply g{!p" Bangladesh 
experienced at the beginning of the project. Expanded BDG production 
capacity. improved BADC procurement and distribution. alld sustailled 
dOllar involvemelll have reduced t.'le supply gap. 

3. USAJD :is si stance to Bangladesh under FDi-J has totaled $222 
million alld has made a 5ubslallt ial positive impact on fertili::e r 
al'ai labi lity. It appears thaI I he gross ecollor'zic benefits of the 
project. primarily III the form 0/ ferti/i,:er import .'I, have exceeded 
project direct costs. 

Trends in Fertilizer Consumption 

Chemical fertilizers were introduced into Bangladesh in 1952-53. 
primarily for use in tea gardens .and agricultural research. Fertilizer 
use really began to increase significantly in 1975/76 when 374,000 
tons were imported and a total of 465,000 tons were sold to farmers. 
Total use has increased e~ery year since 1974, excepting two one-year 
declines in 1981/82 and 1985/86. fol' an annual growth rate of OHf 9%. 
(Table A.l) By 1986/87 totlll use was 1.32 million IVIT and is expected 
to be 1.5 million MT in 1987/88. Urea, triple superphosphate (TSP). 
and muriate of potash (MP) constitute the three major sources of 
nutrients for Bangladesh agriculture. In 1986/87 urea constituted 69% 
of total fertilizer quantity, TSP accounted for 25%, and MP amounted 
tu 5%. 
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TElble II. 1 Annuol Fertililter Soles By ?iscal Year 

( '000 J4T) 

Average 
1977-80 1981 1982 '1983 198/, 1965 19tH, ~987 

.............. 
BHIGLADESH 799.8 875 829 968 1129 1260 1156 1321 

Divisions: 
RajshAhi 208.5 265 252 304 391 404 389 454 

Khulna 111. 5 132 , 17 '27 156 189 166 200 

Dhaka 198.9 241 236 274 313 355 353 361 

Chittsgong 229.4 247 224 262 268 31 1 247 306 
........ -_ ...... --- --_ ......... - .---_ ....... _ ............... _ ...... --_ .............................. -
Source: BADC and USAID/Dhaka 

Figure 1: Annua.l Fertilizer Sales 
by Fiscal Ye(lF ('000 MT) 

Metric Tons/FY 
500----------------------------------------------------~ 

400 -

300 -

86 87 
Fiscal Years 

filf]i Rajshahi ~~,>\\; Khulna [ ! Dhaka _ Ch i ttagong 

Source: BADe lind USAID/Dh!l~1.I 

Increasing use of fertilizer has been widespread around the 
country but there are large differellHs in sales by region. Chittagong 
was the region where fertilizer UJse spread mOtst rapidly initially. 
Howen~r, the Raj~hahi Dhision is Inow the region which consumes the 
largest share of t.he national supply. Usc rates also vary widel~', with 
Kushtia. Dhaka, Bogra, Pabna, nnd Comilla being major 8lreas w'ith the 
higher intensities of application (Table A.2). These rates are low in 
comparison to world standards butt comparabJe :to rates in adjacent 
areas of India. 



Table A.2 : Estimated Fertilizer Use Per Cropped licre 

By Region, Selected Years 

REGION 1970/71 1977/78 1981/82 1983/84 1984/85 1985/86 
............. - (Kg .!cropped acre)--'--'---'_·_" 

DHAKA 19.7 36.7 47.9 60.7 67.4 78.0 
KISHOREGAtJJ 12. 5 30.4 29.6 36.4 3ill.9 37.0 
JAMAL PUR 21 .9 34.0 :3 '5.:5 38.5 
MYIHtlSINGH 7.9 s 21 .6 d 16.7 25.5 33.3 27.3 
TANGAIL 20.5 31 .6 4/, • 7 49.3 41 . 1 
FARIDPUR 2.5 7.0 8.3 12. 7 19.8 16. B 

CHITTAGONG 41 .8 62.2 47.8 66.0 67.0 33.8 
CTG.ti.TRACTS 5.S b 11 .2 b ZO.Zb 32.S b 48.6 55 . 1 

BAt/DARBAN 85.5 60. , 

NOAKHAll 13.0 24.8 22.5 20.2 27.0 24.0 

COMIllA 16.5 50.3 50.5 55.9 60.0 48.0 
SYLHET 3.9 1 , .4 , 0 . 3 1 ~ .5 19.3 13.5 
RAJSHAHI 7. 1 19.5 26.4 33.7 42.3 36.0 
DINAJPUR 7.0 22.4 23 . 1 39.5 43.9 32.9 
RANGPIiR 5 . 1 1 1 . 9 16.3 28.2 26.9 26.7 
BOGRA 17.7 38.2 58.8 71 . 5 62.8 67.7 
PABIIA 6.8 22.B 23.5 39. 1 47. , 58.5 
KHULNA 6.3 9.3 1 1 . 2 14 . 5 '9.6 19. 1 
BARISHAL a.4 c 13.3 c 1 2 . 5 '5 . 0 1 5 .6 13.9 
PATUAKHALI 5.3 5.2 5.6 " . 2 
JESSORE 5. 1 19.4 22.9 32. 1 47.8 36.2 
KUSHTIA 8.5 39.5 92.5 60.1 78.6 71 . 1 

AVERAGE 10.8 24.9 26. 1 35.6 42.8 38.2 
.............. ---------------_ .... _--_ .... _ .......... ----_._--_ ....... ------------

Source: IFDe/Dhaka (June 1987) 

alncludes Tangai land Jamalpwr 
blncludes Bandarban 
clncludes Patuakhali 
dlncludes Jamalpur 

Sources of Supply 

Bangladesh has historically hnd a fertilizer "supply gap" and 
thus had to rely on donor assistance for a substantial share of total 
fertilizer supplies. The FDI-I mid-term elaluation noted that 
"Bangladesh is operating on a razor's edge with fertilizer imports and 
production compared to sales and need for food production. A higher 
fertilizer production proportion should be attempted and stock leHls 
should be planned to IHe\ent disrulPtions ... ". It is flpparent that the 
situation has impro"ed considerably. 

As recently as 1984/85 and 1985/86, imports totaled over 600,000 
MT and constituted about 50% of total sales (Table A.3) Import Je\eJs 
dropped to 151.000 MT in 1986/87 and the prospect is good for 10" 
le\els in 1988. Most imports haH been financed witt, bilateral 
assistance and concessional loans from Oler a dozen major donors. 
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including USAID, the Netherlands, Canada, Saudi Arabia, Denmar1{, 
Germany, the International Development Agency, Norway, and Bulgaria. 

Table A. 3: Fertilizer Imports by Year and Type, of Fertilizer, 
1971-1987 

TYPE OF FERTILIZER 

Year Urea TSP MP OAP Other Tot I'll 
·····_··_--··('000 M T ) •••••••••••••••• 

1970-71 107 1 5 1 2 260 
1971-72 109 3 1 12 
1972-73 126 1 18 244 
1973-74 98 41 1 0 149 
1974-75 142 48 7 36 233 
1975-76 72 223 38 2 235 
1976·77 1 1 21 9 41 

1977·78 260 1 1 5 38 413 
1978-79 348 103 77 84 1 1 623 
1979-80 287 173 60 l,2 , 1 573 
1980-81 64 194 42 36 20 356 
1981-82 254 147 26 37 464 
1982-83 43 '35 44 72 9 303 
1983-84 94 124 60 76 2 356 
198/,,85 1 71 408 75 13 667 
1985·86 196 356 87 640 
1986·87 0 93 47 1 1 1 5 1 
.-. __ .... - ............... - .. - ...... _--_ ......... --_ ................................ 

Source: BADC Newsletters and IFDC (June 1987) 

Figure 2: Fertilizer Imports by Year 
and Type, 1976~1987 

Metric Tons/FY 
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With the successful discovery and tapping of natur'!l gas 
supplies, domestic fertilizer produf:tion was begun in 1961 with the 
Fenchuganj Urea Factory. Other urea factories ha1Ye novi come into 
production: Ghorasal (1910), Ashuganj (1984), Polash (1986), and just 
recently the Chittagcng Urea Fs(:tory (1987). In addition, a TSP 
production complex came into producticn in ChiUagong in 1974. These 
factories have a combined producinon of 1.2 million tOilS (Table A.4). 
Actual production performance has been weB below capacity. 

Table A.4: Fertilizer Factory Production Performance 

---------Production (/000 IH)----------
Plant Capacity 1982/83 1983/84 1984/85 1985/86 1986/87 

................ ------- -_ .... __ .. .. .......... - .. .. .. .. .. .. .. - .. ---- .. 

Fenchuganj 106 87 88 95 80 , 12 

Ghorasal 340 283 257 232 307 318 

Ashuganj 528 138 379 415 425 337 
Polash 95 29 80 
Chittagong TSt> 152 69 81 55 101 136 

Source: DCle 

Domestic production of fertilizer was about 983,000 tons in 
1986/87. When the Chittagong urea facility is fully 0ilerationa!, 
domestic supply should exceed 1.31~ million MT. Since this will result 
in urea production in excess of e}{:pected demands, Bangladesh should 
have the capacity for substantial urea exports in the ne:\:~ few years. 

USAID Impact on Fertilizer A l'ailability in Bangladesh 

Before Liberation, USAID wal, involn:d in encouraging fertilizer 
consumption in East Pakistan, primarily through fertilizer imports. 
Since early 1914 USAID has become more invohed with the improvement 
of fertilizer availability in Bangladesh. The assis~ance obligated to 
date has totaled over $427 million dollars in support of imports, 
establishment of production facilities, warehouse construction, and 
improvement in distribution Cfable A.5) fDI-I integrated the earlier 
USAID efforts into one project with the goal of increased food 
production and the purpose to increase fertilizer use on an equitable 
basis, FDI-I1 is a successor project. 

Progress Toward Goal Achievement--The criteria for goal 
achievement stated in the project design was a minimum 4% annual 
increase in foodgrain production on all land as Wt~1l as a minimum 6% 
increase in foodgrain production on small landholdings. During the 
period 1978-1987, foodgrain production has increased from 13.3 million 
!\'iT to 16.5 million MT. (Table A.6} This is an alilnua) rate of increase 
of 2.62%. All rice production has increased at an annual rate of 2.15% 
since 1918 but Boro season rice, the season wherfe more than one-half 
of all fertilizer is applied, has increased 1.96%. This very 
successful growth in Boro production is the result of increased 
acreage, improl'ed irrigation, and higher intensity of fertilizer 
application. Acreage under Arnan Idee has been stagnant though yields 
haH improved modestly. But the Aus rice crop ha.s declined in acreage 
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and yields have shown insignificant change. For wheat, the other major 
foodgrain, production has expanded at an annual ra~e of almost 12% 
since 1978, although recently gains have stagnated. 

Table A.5: USAID Involvement in Fertilizer Production 
and Distribution in Bangladesh, 1974-1988 

Dates of 
Funding 
Obligations 

1974-75 

1975-78 

1976-77 

1977 
1978-84 
1984-1988 

Major 
Involvement 

Fertilizer Imports 
Zia Ferti lizer Factory 
Warehouse Construction 
Ferti l izer Imports 
F D I - I 

F 0 I - I I 

Tot a l 

Amount of 
A,ssistance 

(m i l. $) 

S55 

53 

5 
27 

222 
65 

$427 

Table A.6: Estimated Total and Per Capi~a Foodgrain Production, 
FY 1977·1988 

Class of Rice 
Aus Aman Boro 

All 
Ric e Wheat 

All 
Grains 

F Y -,-,---"",-,,('000 metric tons)····_·_·_-

1977 3,059 

1978 3,153 

1979 3,341 
1980 2,854 
1981 3,289 
1982 
1983 
1984 
1985 
1986 

3,270 
3,067 
3,222 
2,783 
2,827 

1987 3,129 
1988 P 2,993 

7,017 
7 , 541 
7,548 
7,420 
7,963 
7,209 
7,603 
7,936 
7,931 
8, 5t, 0 

8,267 
7,583 

1 ,677 

2,275 
1 ,960 

2,466 

2,631 
3, is 2 
3,546 

3,350 
3,909 
3,670 

4,010 
4,700 

11,753 
12,969 

12,849 
12,7{,O 

13,882 

13,630 

1£. , 216 

14,508 

14,623 

15,037 
15,406 

15,276 

'" Annual trend growth rates (%): 

74-87 -0.06 
78-87 '0.90 
82-87 -1.73 

1 .77 

1 .26 
2.99 

5.86 

7.96 
4.26 

o . 84 

2 . 1 5 

2.28 

Source: Estimates from USAIO/Ohaka 

,. 

259 
355 

494 
823 

1,092 
967 

i ,095 
1 , 2 1 1 

, ,464 

1 ,042 
1 , 091 

1 ,400 

21 .78 
11 .97 

1 .85 

12,012 

13,324 
13,343 

13,563 

14,975 

i4,598 

1 5 , 3 1 1 

15,719 
16,087 
16,079 

16,497 
16,676 

2.85 
2.62 
2.26 

Tot a l 
Pop. 

(mil.) 

81 .8 
83.7 
85.6 

87.7 
89.9 
92.2 
94.4 

96.7 
99. 1 

i 01.6 

103.9 
106.4 

2.40 
2.45 
2.44 

Per Capita 
Grain Prod. 

( Kg) 

146.8 
159.2 
, 55 . 9 

154.7 
166.6 

158.3 

162.2 

162.6 
162.3 
158.3 

158.8 
156.7 

0.28 
'0.04 
-0.28 

Trend growth rates are computed using the semi· logarithmic trend 
equation fitted to time series data. 

PUSAIO/Dhaka & BOG projections as of Jan'8a. 



Figure 3: Population and Foodgrain 
Production Trends, 1917-1~~88 

mil. a. Kg/capita 
200,------------------------
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Fiscal Year 

~ Population ~;;);,:~ Kg Foodgrain/Capita 

Source: Eotimatas from USAID/Dhaka 

The Project Paper goal of a 41% annual incr,ease in aU foodgrain 
production in B~Hlgladesh has of course not been achieved. Howel'er, 
aggregate growth estimates of historical foodgrainl "roduction tend to 
distort the impact of fertilizer. About 85% (]If all fertilizers in 
Bangladesh are applied to rice Iilnd n'heat, and Ol'er one-half of 
fertilizer used on rice each year is applied in the Boro season (Table 
A.7). From this perspective, the impact of fertilizer is more 
significant. Boro season rice producthity has increased about 8% 
Ol'er the life of FDI-1. Fertilizer is, of course, used in conjunction 
with HYVs and irrigation so the impact on productil'ity is a combined 
effect. However, it is reasonable 10 conclude that fertili=er has made 
an important posilive impacl 011 [olal produclioll for Boro rice alld 
wheat. To the eXlelll FD/-/ has made fertili=er more available in 
Bangladesh, the project has had a positive impact on goal 
achievemelll, 

Table A.7 Seasonal Trends in Fertilizer Consumption 

Aman Season Rabi/Boro Season Aus Season 
(July-Oct.) (NOV.-March) (April-June) 

Year ----------------'000 ~lT-----------------

1970-71 
1977-78 
1980-81 
1982-83 
1983-84 
1984-85 
1985-86 

109 
214 
265 
245 
267 

365 
362 

Source: BADC & IFDC/Dhaka 

130 72 
326 202 
429 195 
508 216 
629 233 
668 227 
601 193 



Figure 4: Seasonal Trends in Fertilizer 
Consumption, Selected Years, 1970-1986 
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The Project Paper also defined the program goal in terms of a 6% 
annual increase in foodgrain production on land holdings of two acres 
or less. Unfortunately, data n\'nilable to the evaluation team from 
IFDC farmer surveys and other outside studies do not provide direct 
estimates of the annual increase in producthity for small farms. 
However, small farms (less than 2.5 acres) constitute over one-h a lf of 
all Bangladesh farms. IFDC and other surveys estimate that small farms 
have increased their use of fertilizer over time, use it at higher 
intensity than large farms, a nd combine it with HYV seeds and 
irrigation. Quasem and Hossain estimate from a two-area survey that 
small farmers significantly increased their relathe share of total 
fertilizer consumption from 1977-70 to 1982-84, slilch that they consume 
about one-third of nil fertilizer. Thus, it can only be inferred that 
yield increases ha\'e occurred for 5mall farms o\'cr the project period, 
indicating progress towards that 111spect of the project program goal. 
The extent of this increase in producthity would have to be 
determined from econometric estimates of farm-size specific foodgrain 
yield data. 

Fertilizer Imnorts--rDI-1 imported 527,461 tons of fertilizer 
from 1979-85 or about 13% of all fertilizer imports into Bangladesh 
during the project period. Thus, about 64% of FDl-J assistance has 
been expended for imports of foul' major types of fertili zer o\'Cr the 
project life: urea, DAP, TSP, and ZnS04 (Table A.S). 
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Table A.8: Fertilizer Imports Under FOI-I 

TYPE OF 
FERTILIZER 
1978/79 
UREA 
DAP 

1979/80 
DAP 

1980/81 
TSP 
DAP 
ZnS0 4 
ZnOx 1 -S0 4 

QUANTITY 
IN METRIC 

TONS 

92,498 
83,718 

42,233 

31,500 
21,000 

, ,000 

500 

C&F COST 
PI:R TON IN 

US $ 

219.30 
241.92 

364.73 

361 .72 
393.97 
644.00 
579.50 

TOTAL COST 
IN MILLION 

US $ 

20.3 
20.3 

15.4 

11 .4 
8.3 
0.6 
0.3 

1981/82 ·-------------Nll------------------

1982/83 
DAP 
DAP 
DAP 
DAP 
DAP 

1983-84 
ZnS0 4 
UREA 
DAP 
UREA 

1984/85 
UREA 
UREA 
UREA 
UREA 
UREA 

TOTALS 

19,317 
12,001 
10,499 
, 4,380 
15,488 

1 ,561 
24,237 
24,990 
26,195 

20,896 
41,948 
20,000 
11,750 
11,750 

527,461 

Source: IFDC/Dhaka 

234.32 
325.50 
246.35 
227.05 
319.75 

583.84 
210.25 
306.22 
241.96 

227.51 
2('1.82 
227.51 
276.28 
208.45 

4.5 
3.9 
2.6 
3.3 
4.9 

0.9 
5 • 1 

7.6 
6.4 

4.9 
11 .8 

4.6 
3.3 
2.5 

$142.6 

Fertilizer Storage CaDacity--The 1981 National Fertilizer Storage 
Plan (NFSP), developed by FDI-I engineering consultants, identified 
the need for 657,500 tons of public storage capacity at PDPs (495,000 
tons) and transit godowns (162,5010 tons) to meet projected fertilizer 
demand under the New Marketing System (NMS) by 1985. Through USAID and 
other donor assistance, over the years BADe has built up a large 
warehouse capacity for handling fertilizer stocks. As of June 1987, 
total capacity under BADe control was 449,092 tons of which 401,400 
tons is BADe-owned and 47,692 tons is on hire. The entire capacity is 
not used as sales are executed from 75 PDPs only. Total capacity 
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under operation is 348,000 tons at PDPs and 45,700 tons at four 
transit points. 

FDI-I impact on storage capacity was substantial. USAID financed 
godown construction at thirty-four sites over two time periods, Phase 
II and Phase III (Phase I godown construction was completed prior to 
FDI-I.) This created an additional 188,000 MT of improved godown 
capacity for BADe. Total cost was $60.67 million or about 27% of all 
FDI-I expenditures. Final reports from the engineering consultants, 
IECO and A&W, indicate godown construction was completed roughly on 
schedule and within estimated costs (Table A.9). An international 
arbitration claim is still outstanding concernill1g the construction 
contract for Phase II with the Korean Df~velopment Corporation. 

Table A.9: USAID Financed Fertilizer Yarehouse Construction 
Under FDI-I, 1979-1986 

Location 
---_ .. ---

Panch agar 
Dinajpur 
Charkai 
Santahar 
Rohanpur 
Mahendranagar 
Rangpur 
Huladul i 
Amnura 
At r a i 
Shibganj 
Mymensingh 
Madhupur 
Netrakona 
Melandah Bazar 
Brahmanbaria 
Daudkandi 
Feni 
Kushtia 
Kaliganj 
Bhola 
Satkhira 
Bogra 
Comilla 
Chuadanga 
Barisal 

Tot a l 

Source: BADC 

Rated 
Capacity 
---_ ....... 

OiT ) 

4,000 
6,000 
6,000 

22,000 
4,000 

12,000 
5,000 
5,000 
6,000 
3,000 

10,000 
3,000 
5,000 
5,000 
5,000 
6,000 
4,000 
3,000 
3,000 
4,000 
B,OOO 
3,000 

12,000 
8,000 
7,000 
3,000 

............. 

162,000 
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Location 

Kishoreganj 
Jamalpur 
Donazari 
Cox's Bazar 
Chowmuhani 
Lakshmipur 
Chandpur 
Parbatipur 

Rated 
Capacity 

( MT) 

5,000 
5,000 
2,000 
2,000 
3,000 
1,000 
4,000 
4,000 

Total 26,000 



At an average storage turnover (or throughput) rate of 4-5 times 
capacity per year, BADC appear~ to have sufficient gross warehouse 
capacity to meet current and near tterm storage needs. As the BADC role 
in fertiHzer distribution changes under FDI-II, storage capacity will 
probably exceed needs in many regions. In addition, little if any of 
the current storage capacity is suitable for long-term. storage of 
fertilizer. Without minimal humidity control, tbe fertilizer will 
seriously deteriorate when held for long periods in present BADe 
godowns. 

Given the USA I D assistance of over 500.000 tons of imported 
fertilizer. the significant expansion in warehouse capacity. and 
improvement in the marketing system (discussed in Part C). the 
evaluation team concludes that F Dl-/ has had a positive impact 011 

overall fertilizer supply and availability in Bangladesh. BADC had 
noted that FDJ-J must share the credit for increased supply and 
availability with (J) other donor organizations and (2) BADC. through 
improvements in supply and distribution management over the life oj 
the project. This is certainly the case. BADe is still willing to 
conclude that procurement and warehouse construction "have definitely 
increased fertilizer availability." 

Direc~ and Indirect Costs and Benefits of FDI-I 

The total direct costs of FDI-I constitute the total funds 
obligated and disbursed by USAID over the life of the project (1978-
1988), plus BDG expenditures in support of project activities. Of the 
total authorization of $235 million, $190 million in USAID grant 
funds and $32 million in loan funds have been disbursed to date. 

in addition to these direct costs, both th~ BDG and the U.S. 
Government have incurred substantial indirect costs in support of FDI
I In the form of overhead and administrative expenditures. The BDG has 
incurred administrative costs within the BADC for the personnel and 
other resources devoted to the imlPlementation, financial and activity 
planning, and monitoring and evaluation of the project. U.S. 
Government indirect costs have occurred in the form of 
USAID/Washington and USAID/Dhaka general o,'erhead costs, project 
officers' and foreign service nationals' salaries and support costs, 
monitoring and external evaluation costs (such as this final 
evaluation), and financial accounting and auditing expenses. 

Other important indirect costs include the "lost opportunities" 
associated with project implementation. For example, the unforeseen 
delays in implementing the NMS represented a loss of benefits to the 
private sector fertilizer wholesalers and dealers. The slow decline of 
fertilizer subsidies, another indirect cost since removal of subsidies 
was a BDG policy objective, represented a substantial annual cost in 
the early years of the project (over one billion Taka annually from 
1978-1985). 

The primary direct beneficiaries of FDI-I include the 
of the commodities, training, credit, and technical 
provided over the life of the project. The largest 
beneficiaries have been Banglade!;h's 10 million farmers 
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recehed fertilizer directly from BADe or had the availability of 
fertilizer improved at the local bazaar-level. Tille other large class 
of beneficiaries are the merchants who have become private wholesalers 
and dealers under the NMS. Direct training has been provided to 6-
10,000 dealers from 1982-86. BADe has also blenefited from FDI-I 
through the management training and technical aSisistance provided by 
IFDC. The BDG has benefited from the reduced public burden of 
fertilizer importation and distrilllution, making more goods and 
services available to society for the same level of national 
reso~rces. 

The direct economic benefits of the project have come primarily 
in the form of: (1) increased foodgrain supplies from the importation, 
distribution, and utilization of fertilizer on foodgraios (about 85% 
of a!l fertilizer is applied to foodgrains), and (2) improved storage 
and distribution infrastructure which has increallsed the availability 
and quality of fertilizer and reduced the costs of distribution. The 
Project Paper estimated economic benefits only for fertilizer imports, 
based on a calculated net benefit of $292/too of additional foodgrain 
production (estimated value of importtJ rice). The 1981 Project 
Amendment estimated fertilizer direct benefits on the basis of 
foodgrain value of $377/ton. Both documents use the same 
foodgrain/fertilizer response ratio, 3.5:1 (PP, Annex B.6) 

Working from the original Project Papcl" and Amendment 
assumptions, the gross benefits of the 527,461 tons of fertilizer 
imported and distributed under FDI~I would haVE! been approximately 
$614 million (yea rl y imports ti mes 3.5 production response fa te times 
estimated foodgrain value). This c!stimate of gross benefits is below 
the projected total gross benefits of $797 million in the Project 
Paper and Amendment because total imports ,,,'ere substantially less than 
anticipated. 

The PP and Amendment assuml>tion abo ... t production response and 
rice prices were overly optimistic. The foodgrain response to 
fertilizer product at the farm level is probably around 1.6:1. 
International rice prices (Thai white, 100% second grade) ranged from 
$236 to $482 over the years of F])I-I fertilizer imports. Using these 
more reasonable estimates of reSpOl1lSe and value, the gross benefits of 
FDI-I fertilizer imports were aboult $269.5 million. This more modest 
ex-post estimate of direct gross benefits still exceeds total USAID 
direct costs ($222 million). However, this estimate of gross benefits 
does not account for indirect cost!; incurred by the U.S. Government 
and the BDG. 

The Amendment also estimated additional direct benefits from the 
improved storage and distribution. These benefits were to be realized 
in the form of impro\'ed aV:lliiability of fertilizer, reduced 
distribution (:osts, and reduced losses of nutrient value of fertilizer 
products. Over the anticipated life of the warehouses, the discounted 
value of the benefits ranged from $213,000 to $1.3 million. The 
magnitude of these benefits in present value terms seems low because 
anticipated benefits were discounted over the thirty-year life of the 
god owns. This benefit stream is also attenuated to the extent th~t PDP 
godowns are eventually closed. 
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Indirect benefits of FDI-I include redu4~ed public costs of 
supporting the BADe distribution of fertilizer. !lADe's portion of 
total distri iJu tion costs have detelined as prha tc wholesaling has 
taken over more of the distribution activity in fertilizer marketing. 
Other indirect benefits may have been realized through improved 
employment opportunities in agriculture as food grain production has 
expanded and through th2 expansiol1l of the private sector marketing of 
fertilizer. It is not possible to estimate the level of these indirect 
benefits at this Hme. 
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PA1RT B: 

THE EQUITY ISSUES AND IMPACTS OF FDI-I 

Findings: 

1. The project purpose of increased fertilizer availability on an 
equitable basis has been largely achieved. Fertilizer use has 
increased among farmers of all sizes to the point that virtually all 
farmers use some fertilizer on foodgraill!i. The available evidence 
indicates that small farmers (less than 2.5 acres) have access to 
fertilizer. pay slightly higher prices. use fertilizer at higher ralos 
than larger farmers. and combine fertilizer with other modern inputs 
in an improved cropping system. 

2. The availability and price of fertilizer in remote and 
inaccessible areas remainJ 
evidence and field visits 
throughout the Bangladesh: 
higher reflecting increased 
there are fewer dealers ill remote 

a concern for BADe. A vail able published 
suggeSt fertilizer is generally available 

prices ill remote markets are marginally 
transportation and marketing costs; and 

areas. 

The availability of fertilizer to small farmers and to farmers in 
rem'lte areas of Bangladesh are two of the most important equity issues 
in FDI-I. The project purpose is "Increased !.lS4~ of fertilizer on an 
equitable basis." BADC shares a (:oncern for eqUlity in access and use 
through their historical institutional responsibility for making 
fertilizer available to farmers throughout Bangladesh. 

Considerable prpfessional time and project financial resources 
have been devoted to examining equity ~lspects of fertilizer 
availability and use. By the time this final evaluation was conducted 
(April-June, 1988) there was sub~~antially more information available 
on the equity issues than was the case {or the mid-term evaluation in 
1982. Three "internal" (Le. IFDC) evaluaticns of the NMS addressed 
these equity issues in part in 1979, 1980, and 1982. Extensive survey 
research was conducted through IFDC and BARC to examine some 01 the 
specific equity effects of fertilizer use in 1979,1980/81/82, and 
1985/86. In addition, results of an attenuated farmer survey (71 
farms, four sites) were made al'ailable by USAID/IJhaka for the 1987/88 
Rabi/Boro season (see Appendix III). 

Since FDI-I is a major policy reform for Bangladesh, equity 
issues in the fertilizer sector hnre also been the subject of some 
attention by non-project researchers. Independent studies by M. A. 
Rahman for the BADC (1984) and M.A. Quasem for IFPRI/BIDS (1985) h~He 
in part examined aspects of fertilizer equity issues in Bangladesh 
over the life of FDI-I. 



At the request of the Secretnry of Agriculture, Mr. M.A. Sayed, 
the evaluation team devoted extra attention to thcl.e equity issues of 
availability and pricing in remote areas. A special field trip was 
taken into the Golpalganj to gain some first-halld impressions of the 
situation. BADC evaluation officeirs feel additional survey data was 
needed for the FDI-I evaluatiolli of this ass,eel of the project. 
Unfortunately, time did not permit a survey effort. Thus the 
evaluation team relied on available information and the results of 
field questionning of dealers, farmers, and Extension officers. 

Small Farmer Ac~ess to Fertilizer 

3ang;adeshi farmers are domiu1antly small. The average farm size 
in terms of land operated is less than 3 acres. Two of the IFDC 
studies (1982 8iild 1984) as well as the BARC equity study (1983) 
indicate that roughly .,,·(\-thirds of all Bangladeshi farms are less 
than 2.5 acres and only &u ,..It 13% of farmers own more than 5.0 acres. 
(Note: The IFDC and BARe estimaaes were based on "land owned". The 
majority of farmers in both samples--in excess of three quarters--are 
owner-operators, that is they cultivate only their land.) 

Farmer surveys conducted sinc:e 1979 indicate that the percentage 
of farmers using fertilizer has grown from about 65% to nearly 100% 
(use of some fertilizer on at least one rice crop). The trend in 
percentage use is depicted in Table B.l by summarizing results of 
several suneys. 

Table B.l: Estimates of Percentage of Farmers Using 
Fertilizer On Rice By Season 

- - - - - - - Season- - - - - - --

IFDC Surve~s 

- - - - - - - - - %- - - - - - --

1979/80 a 68 b2 64 
1980/81 b 65 b2 61 
1981/82 b 67 ~.2 67 
1985/86 c 93 rI/a n/a 
1987/88 d 98 rI/a n/a 

Other Surveys 

1982/83 e 100 n/a 100 

Sources: 
a. "Agricultural Production, Fertilizer Use, and 

Equity Considerations" IFOC, 1982 
b. "Agricultural Production, Fertilizer Use, and 

Equity Considerations", IFDC, 1984 
c. " Ban g lad e s h Far mer Pro f i l e ", I F D C / D h a k a, 1 986 
d. USAID/Dhaka unpublished survey results, 1987/88 
e. Quasem, "Impact of the New System of Distribution 

of Fertilizer and Irrigation Machines in Bangladesh", 
BIOS, 1987. 
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The IFDC 1980-82 surveys concJuded that " ••• the overwhelming 
majority of farmers using fertilizer in Bangladesh :lire small farmers". 
In addition, the IFDC results showed no consistent pattern of 
differences in fertilizer use in falvor of small or large farmers for 
any of the three tenancy status of land, i.e. owner-operated, 
sharecropped, and cash-rented. ThHs led IFDC to conclude that both 
small and large farmers used about the same amount of fertilizer on 
all tbree types of land. 

Access to fertilizer for small farmers f!8n also be inferred from 
number of retail outlets where fertilizers can be purchased. Under the 
OMS retail availability was to be assured through ElADC godowns in each 
thana/upazila and registered dealers with r~stricted sales areas. 
However, the second evaluation of the NMS (1980) concluded that "The 
initial trend of the NMS shoVis 8m increased number of sources from 
which farmers can buy fertilizer." And the third evaluation of the 
NMS (1982) concluded that "the number of retail places of sale under 
the NMS was estimated to be slightly increased over the OMS." 

Quasem's (1987) survey work for the 1982-83 Boro season confirms 
the earlier trends. In questions designed to compare NMS and pre-NMS 
conditions, Quasem found thnt 100% of farmers surveyed used fertilizer 
on rice and that 82% of his respondents reported that the availability 
of fertilizer improved under the NI\IS. 

The EPC study for BADe (Rahman, 1984) alst) concluded that "over 
88 per cent of the non-remote farmers in both IChittagong and Rajshahi 
Divisions) stated that the availability of fel·tilizer increased in 
1982-83 as compared to that in 1978 and 1979." This study also found 
that the ol'erwhelming majority of farmers felt the number of dealers 
had increased under the NMS. 

A question on fertilizer availability was included in the joint 
USAID-IFDC 1987/88 Rabi/Boro season survey. All sample farmers in 
the suney used fertilizer on some crop in that season. Of all the 
sample farmers, 5.6% indicated dUI'ing that season they were not able 
to purchase all the fertilizer needed at the time desired because the 
fertilizer was not in supply at dealers. The figure was 8.7% for both 
small (less than 2.5 acres) and large farms (greater than 5 acres) but 
zero percent for medium sized farms. The evaluation team notes that 
the offtake of fertilizers for the 1~~87 188 Boro se~lson was much higher 
than had been projected for both urea and TSP. And there were 
shortages in some cases before BADC was able to move fertilizer in 
sufficient quantities. 

Eighty three percent of the small farmers in the 1987/88 
Rabi/Boro suney indicated that they were using more fertilizer in 
terms of total volume now than before 1980. And 87% said they were 
also using more on a per acre basis (see Table B.2). A higher 
proportion of both medium and large farmers indicated that they are 
now using more fertilizer than before. This may be due at least 
partially to the fact that small farmers were using substantially more 
fertilizer per cropped acre than were medium and large farmers in the 
la te 1970's. 
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Table B.2: Quantity of Fe tilizer Now Being Used Compared 
to Pre-1980, By F~rm Size Class 

------------(% of Fa rme r s) - - - - - - - • - • -
Ferm Using More in Terms Using More on A 

Size Of Total Volume ? Per Acre Basis ? 

Yes JJL Yes .....!!L 
Sma l l 82.6 17 .4 87.0 13.0 
Medium 92.0 8.0 92.0 8.0 
large 91 .3 8.7 95.7 4.3 
All 88.7 11 .3 91 .5 8.5 

Source: Unpublished USAIO/Ohaka survey data 

Information was obtained on fertilizer use by farm size in the 
1987/88 Rabi/Boro season survey. This is shown in Table B.3. Note 
that the application rate per aue for rice, as well as for other 
crops, was substantially higher for the small farl1l1er category than for 
the medium and large farmer categories. These data confirm the 
earlier results of IFDC and other studies. 

Information on application ;ates WSlS also obtained for the 
1985/86 Boro season by farm size as well as for 1980/81 and 1981/82 
Boro season (Table B.4). While the level of comparability of these 
samples falls short of what one would like, these data do pro~'ide at 
least some comparison over time. The results indicate that Bol'O season 
application rates for all farmers have increased significantly over 
time and that this trend is continuing. Application rates for small 
farmers ha"e remaint:d above the rates for medium and large farmers. 
The data summarized in Table B.4 indicate a 20% average annual 
increase in Boro season fertilizer use per acre by small farmers has 
been experienced in Bangladesh over the 1980/81 to 1987/88 period. 

The prices paid by small farmers are also an equity issue. The 
mid-term evaluation of FDI-I had data from the IFDC/BARC studies which 
indicated that on average small farmers were paying 0.4%-0.7% higher 
costs for fertilizer in the Boro season. In addition, the sample data 
available at that time fndicatedl that the increase in fertilizer 
prices was slightly greater for small versus larger farmers. However, 
there was no statistically significmnt difference and it was belic\'cd 
at that time the differences may have been attributable to small 
farmer's purchasing at somewhat hllgher prices of loose versus bagged 
fertilizer. 
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Table B.3: Total Fertilizer Used and Average Per Acre Use, 
1987/88 Rabi/Boro Season, Rice and Other Crops 

UREA+TSP+HP 

Small 
Medium 
Large 
All 

TOTAL NUTRIENTS 

Sma l l 
Medium 
Large 
All 

PRODUCT/ACRE 

Small 
Medium 
Large 
ALL 

NUTRIENTS/ACRE 

Sma l l 

Medium 
Large 
ALL 

Rice Other Crops ~dl Crops 
...... ··.··CSeers)······.·· 

3001 
4583 
7018 

14602 

1446 

2155 
3305 
6906 

1373 
3145 
3665 
8183 

652 
1484 

'764 
3900 

4374 
7728 

10683 
22785 

2098 
3639 
5069 

10806 

........ C Seers/Acre}'" _ ... -

179 
135 
148 
149 

86 
63 
70 
70 

128 
114 
100 
109 

61 
54 
48 
52 

159 
126 
127 
132 

76 
59 
60 
62 

Source: UnpubLished USAIO/Ohaka survey data 

Table 9.4: Fertilizer Applied to Crops by Sample Farmers, 
Boro Season, 1980/81, 1981/82, 1985/86 and 1987/88 
By Farm Size. 

Farm Size 80/81 a/ 87/88 £./ 

······---CSeers/Cropped Acre)--··-"-"--
Sma l l 53 75 127 
Medium 41 63 106 
Large 46 50 108 
All 48 62 1 17 

~/ AgriculturaL Production, FertiLizer Use, and Equity 
Considerations, IFOC, 1984. 
~/ IFDC unpublished data. 
£/ USAIO/Dhaka unpublished survey data. 
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Figure 5: Fertilizer Applied to Crops by 
Farmers in Boro Season, Selected Years 

Seera/Cropped Acre 
180!~-------------------------------------'----------' 
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Source: IFOC & USAIO/Ohlkl lurvey. 

More recent price information indicates the situation has not 
changed significantly. The IFDC Bangladesh Fa!!!1.tl Profile (1986) 
concluded that small farmers paid Tk. 2-5 more per bag of fertilizer 
in the 1985/86 Boro season. Thus, on a per Due basis the small 
farmer's fertilizer cost was Tk. 25 more than the largest farmer. 
Indications from the sample data are that the Tk. 25/acre difference 
did not cause any decline in the quantity demanded by small fam!~1s. 

Preliminary suney data for the 1986/87 Rabi/Boro season 
indicates that although small and medium-sized farms paid higher 
prices, the difference was less thart one-half Taka per seer or about 
Tk.II-25/bag. if small farmers are buying fertilizer in loose form, 
this could account for some of the price diffelrential. Also, larger 
farmers may receh'e discounts for larger quantity purchases. 

Table 8.5: Average Prices Paid For Fertilizers by Sample 
Farmers, 1987/88 Boro Season, By Farm Size Class 

Farm Size Urea TSP ~ 
- - - - - - - - - - - - - Taka/ see r - - _. - - - - - - - _. _. _ .. --

Sma l l 
Medium 
Large 
All 

5.39 
5.49 
5 . 15 
5.35 

( 5 .8) 5.45 
( 7 . 5 ) 5.44 
( 5 .3) 5.23 
(6.8) 5.38 

Figures in Parentheses are C.V.'s. 

( 5 .4) 
(5.9) 
( 6 . 3 ) 
( 6 . 1 ) 

Source: Unpublished USAJO/Ohaka survey data 
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The foregoing would seem to I)rovide evidence that the project has 
increased the availability of fertilizer as well as use by small 
farmers. The evidence also suggests tha t the levels and rates of 
increase in fertilizer use by smalB farmers is consistent with equity 
objectives. Despite differences in sample size, survey methodology, 
and analytical techniques among the various studies with equity 
aspects, the luailahle evidence does not indicate that there has been 
any serious fertilizer availability problem for small scale farmers. 

However, the verifiable indica tors for achievement of project 
purpose are: (1) a 15% annual increase in fertilizer sales and (2) a 
22% annual increase in sales to small farmers. Annual growth rate for 
total fertilizer sales has a\'eraged 9% over the project life. Use 
rates for small farmers have increased about 20% annually in the Bora 
season but when Aus and Aman crops are considered the growth rate 
would be much lower. Thus. the project purpose has been substantially 
achieved in terms of the PP criteria. However. the evaluation team 
feels the design criteria were based on optimistic assumptions about 
the fertilizer/rice price ratio and the inherent riskiness of rainfed 
foodgrain production ill Bangladesh. The established accessibility of 
small farmers to fertilizer. their relatively higher intensity of use, 
and indications of cOlllinued growth ill fertilizer use. suggest that 
the project purpose of illcreased use Oil an equitable basis has largely 
beell substalllially achieved. 

Remo~e Farmer Access to Fertilizers 

Although Bangladesh is a small and densely populated country, 
there are serious transporta tion, communication, and access problems 
for some areas of the country. BADC contends that certain remote 
areas, most notably the Chittagong Hill Tracts, but including other 
areas as well, are so inaccessible that wholesalers and retailers will 
not find it profitable to sell fertilizer in the village bazars. Thus, 
farmers in remote areas might be denied access; and in the name of 
fairness, BA DC believes it should fulfill the social responsi bi Ii ty 
for assuring that fertilizer is available illl these areas. 

What constitutes "remote" is a matter of definition. IFDC defines 
it in terms of required transpora modes and distance. That is, if 
fertiliz2r has to move on two or more modes of transport (e.g. boat
to-rickshaw, truck/bus-to-boat, etc.) between the PDP and the bazaar 
and the bazaar is more than 15 mUes from the I)DP, then the area is 
considered remote. Unfortunately there are no statistically reliable 
data to estimate the number of farmers in this situation or the amount 
of fertilizer sold in "remote" areas as defined by IFDC. However, IFDC 
does collect price information on 21mounts of fertilizer purchased and 
market prices by distance from the nearest PDP (I.e. intervals of 0-5 
miles, 6-15 miles, and 16-25 miles). These data indicate that retail 
prices rise as distance from the PDP increases. This result should be 
expected given normal costs of business and in no way indicate a 
negative equity effect on remote farmers unless the distance 
differential exceeds movement costs by a substantial degree. The 
monthly IFDC price survey data do not indicate a price equity problem 
for remote farmers. 
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The EPC study for BADC (Rahman, 1984) examined the remote 
farmer's access issue by surveying both non-remote farmers (i.e. those 
from villages within an average of two miles from a PDP and away from 
a main road) and remote iarmel'S (i.e. from 1Yillages located at a 
distance of five miles in two dire~tions and away from a main road). 
Survey results indicated " ••. both non-remote and remote farmers would 
seem to have been benefited from the new marketing system ••• ". In 
addition, the study concluded that " ••• by and large, the NMS seems to 
ha ve ensured relatively lower price to the farmers ..• the remote 
farmers are not relatively worse off because of the NMS." 

A second important aspect of the remote farmer issue is price. 
BADC and others contend that remote farmers are paying more for 
fertilizer. Although BADC may be using the subsidized and uniform 
pricing of the OMS era as a standard for judgment, there Is s,,11 a 
concern that fertilizer prices in remote areas might be unjustifiably 
higher. Some difference in price for remote areas could be expected on 
the basis of (1) higher movement costs in both time and Tk. and (2) 
higher retailing costs due to lower volume and slower turnover for 
each dealer, and (3) the probable fewer number of dealers located in a 
remote area. So the issue remains: "Do remote area farmers pay prices 
higher than might be expected given the marketing and economic 
conditions which prevail?" 

While in the early years of FDI-I, fertilizer prices rose 
substantially for all farmers as subsidies were removed, the EPC study 
for BADC concluded that while remote farmers were in fact paying 
higher prices, these differences were not large over the early years 
of FDI-I (Table B.6). Thus, nomin:11 prices averaged 2%-5% higher in 
more remote villages. In the absence of additional information, the 
magnitude of these differences seem reasonable given higher 
transportation costs and lower volume flOr dealers in remote areas. 

Table B.6: Price Differences Between Non-Remote and Remote 
Villages in Two Divisions, 1978-1982 

Chittagong Rajshahi 
Official -----------Farmer P ric es - - - - - - - - - - - --

Year Price Non-remote Rt~mote Non-remote Remote 
------- -- .. ----_ ... - .. ,- ........ - .. --_ .. _---- ------

1978 63.69 68.30 70.37 70.49 72.36 
1979 80.22 91. 10 94.80 90.36 91 .72 
1980 99.77 110.89 1'14.27 109.37 113.13 
1981 122.52 136.91 1/,3.77 132.71 136.46 
1982 141.77 151.89 156.87 144.51 147.95 

Source: Engineering and Planning Consultants, 1984 
Prices in Tk./md. 

Examination of the relative differences in these price data also 
indicates there was no systematic pattern of significant difference in 
the relative price changes for remote farmers. This conclusion was 
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based on a comparison of percenltage changes in official prices 
compared to a we~3hted average of purchase prices for the farmers 
suney in the Chittagong and Rajshahi J)hisions (Table 8.7). 

Table B.7: Relative Price Changes in Non-Remote and Remote 
Villages in Two Divisions, 1978-1982 

Chittflgong l(" j.; '1<1" i 

~ Official ------------% incr<!ose···---------- -
Year Price Increase Non-remote Remote Non-remote Remote 

-------------- ---------- -- .. _-- ---------. ... _----
1978 15.80 10.45 8.51 12.41 16.26 
1979 25.95 33 .38 34.72 28.19 26.76 
1980 24.37 21 .72 20.54 21 .04 23.34 

1981 22.80 23.46 25.81 21 .34 20.62 
1982 13.58 10.94 9. 11 8.89 8.42 

Source: Engineering and Planning Consultants, 1984 

Using a "remote" definition of more than fhe miles from a PDP 
and more than 20 miles from where road and/or rail connections are 
a vaila ble, M.A. Quasem,(1985) (;oncluded that during 1982-1984, liThe 
analysis shows that less accelsible areas faced higher prires for all 
types of fertilizers throughout the survey period and the highest 
prices prevailed in TSC-operated areas •.. Higher prices in less 
accessible areas were especially due to poorer transportation systems 
and other relaaed risks". 

Finally, a study by the Center for Development Science (1984) 
reported a price difference of Tk. 8.0 and Tk. 11.0 per maund for urea 
and TSP, respectively, between Ie·ss accessible and accessible areas. 
It was concluded that these differ,ences were due not only to lower 
transport costs for the accessible markets but aho because of greater 
competition among suppliers, since wholesalers operating around PDPs 
often passed on a share of their margin to retailer~ and sub-dealers. 

The evaluation team paid 1l'~Hticular attention to the remote 
access and price issue. During field visits by evaluation team 
members, informal questioning of dealers and Extension office.s 
pro\'ided some indications that under 1988 conditiuns: (1) fertilizer 
is al'ailable in inaccessible areas and (2) the price differential for 
the inaccessible areas is in the range of Tk. 10··IS/bag, or about 4% 
to 7%, with the differential being highest for MP. This was true of 
the most "remote" area visited, Golpalganj. In this area 
infrastructure is inadequate and transportation costs are 
significantly higher than in nearby areas. This §ieems to have caused 
more temporary supply problems and there are (ewel' dealers operating 
in the market. However, fertilher still seemed to be generally 
available. Prices were reportedly .5-1.0 Tk./Kg higher in the more 
distant bazars. However, it appears that the serious infrastructure 
deficiencies in Golpalganj explain the temporary supply shortages and 
higher per unit prices. Of course, more systematic surveys rnay produce 
a clearer picture of the actual situation Jor remote areas. 
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There may be some reason to believe the fertilizer availability 
and price issues for remote areas deserves more attention during the 
implementation of FDI-II. BADe could more carefully analyze the price 
survey data now collected monthly to determfine if there is any 
statistically significant difference in prices for remote bazaars not 
explained by transportation ~nd other normal business costs. In 
addition, special surveys could be conducted for areas determined to 
be remote and inaccessible. 

The evaluation team feels it is reasonable to conclude that FDI-
I did not have serious negative equity effects both in price and 
availability terms ill the implementation of the NMS. However. despite 
the results of these published efforts. the equity issues. especially 
that of availability in remote areas. remain a serious expressed 
COllcenl by BADC officials. BADC believes remote villages are under
served by private dealers and advocates maintenance or re
establishment of TSCs and PDPs to serve these areas. However. except 
for the Chittagong Hill Tracts. the exact areas which can be classed 
as "remote and under-served" have not as yet been clearly identified 
nor critically evaluated by BADC. 
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PART C: 

AN ASSESSMENT OF THE PROGRESS IN IMPLEMENTING 

THE NEW MARKET!NG SYSTEM FOR I~ERTILIZER 

Findings: 

1. A free market system of fertilizer wholesalers and dealers has 
slowly been established nationwide through the policy changes 
implemented by the BDG and the BADe and as a direct result of FDI-I. 
This marketing system now handles 99% of all fertilizer and appears 
competitive, efficient, and capable of handling fertilizer marketing 
within Bangladesh. The private marketing system has the potential to 
expand through direct /ifting by wholesalers from ports and Bele 
factories. 

2. The NMS represents an improvement over the OMS. Fertilizer 
availability has improved, national buffer stock targets have largel}1 
been met, and private marketing costs as a percent of total fertilizer 
cost are low. BADe could continue to improve regional supply 
management and reduce internal marketing costs through full 
implemelllation of FDI-ll. 

3. BADe Dealer Development and Training has had a poslllve impact 
and is widely supported by dealers and wholesalt1s. Field interviews 
of wholesalers and dealers indicated virtually Ilnanimous approval of 
previolls BADe dealer training. However. this training has been 
sharply attentuated since 1986. 

Pre-Project Fertilizer Marketing Situation 

Prior to the implementation (])f FDI-I, fertilizer was procured and 
distributed in Bangladesh by the BADC. This pre-project system has 
come to be known as the Old Marketing System (OMS). Under the OMS BADC 
imported fertilizers from abroad alDd lifted urea from DelC factories. 
Supplies moved through three ports, three factories, and 67 
in termedia te god owns. A bout 75% of all product was then wholesaled 
through 423 BADC Thana Sales Centers to registered dealers. The 
remaining 25% was wholesaled tthrough Thana Central Cooperative 
Associa tions. 

Retail dealers were appointed by BADe for each union (group of 
villages spread over an average (llf 12 square miles). Dealers had an 
exlusive area in which they could sell product to farmers. Supplies 
were procured from TSC godowns with payment required by bank draft. 
Sellivg prices were fixed by BADC. The dealer's commission was based 
on distance from the TSC and varied by product. Dealers were required 
to maintain a cash memo book, sRock record book, and sales register, 
all of which were to be open for BADC inspection. Prior to 1978 there 
were an estimated 43,000 registered dealers with average annual sales 
of 20-25 MT and a marketing margin oj{ about 120 Tk./ton. 
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As fertilizer use berau to dse significanUy in tile 19705, the 
BADC distribution system experienced several 4!onstraints in meeting 
its movement and wholesaHng responsibilities. Imports were poorly 
timed, factory production was erratic, transportation Infrastructure 
was inadequate to meet the higher movement denllands, storage capacity 
was defident. These problems resulted in frequent temporary 
fertilizer shortages at different times and locattloos and a restricted 
p1l'oduct choice for the farmers. 

One of the primary acthities of FDI-I was the introduction of a 
New Marketing System (NMS) witb tbe following features: 

(1) Expanded role of private fertilizer wbolesaling and 
retailing; 

(2) Retail price decontrol and liberalization of dealer 
licensing; 

(3) Increased BADe storage capacity and improved 
movement logistics; 

(4) BADC wholesaling from 97 PDPs and closure of the 
TSCs, except tbose TSCs hn tbe remote 
Cbittagong Hill Tracts; and 

(5) Improved dealer development and training. 

Expansion of tbe NMS Since 1982 

At the time of the 1982 mid-term evaluation~ FDI-I bad been in 
implementation four years but the private wholesaling and retailing 
system was just in the beginning stages. Fertilizer price deregulation 
bad begun in J 981 in Chittagong, Iprivate dealers were handling 75%-85% 
of all fertilizer s\lld to farmers, the wholesa1er program was just 
being initiated, and most of the new PDP godowlis were still under 
construction. The mid-term evalua Hon Iconcluded; H ••• project 
implementation bas been decidedly §Iower than was initially 
anticipated ... land) ... there is little evidence tbat the Thana 
wholesalers program is establishinl: a nationwide network of competing 
wholesalers" (pgs. 30,32). 

The evaluation tcam bas found that substal1ltial progress bas been 
made since 1982 in meeting tbe BDG policy goal of establishing a 
private, free market system of fertilizer marketing throughout 
Bangladesb. BADe and IFDC reports supplement4~d by evaluation team 
field visits and interviews in several regions f(!vfal a well-developed 
and seemingly competitive system of private wholesalers and dealers 
throughout the country. 

A:; of mid-1988, ~he NMS system hs§ tbe following characteristics 
and capabilities: 

(1) There are now an estimated 8,000 wholesalers and dealers who 
lift from BADC godowns. In 1986/87 they lifted 1.3 million MT of 
product from BADe 101 outlets (75 PDPs and 26 TSCs). About 99% of the 
total volumne of BADC fertilizer now moves directly from PDPs to 
wholesalers and dealers. 
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(2) An estimated 50,000 luivate dealers (retailers) witb no 
licensing requirements or restrictions on price or sales territory 
have completely replaced the BAnC role in fertilizer retailing (except 
in the remote and politically sensitive Chlttagong Hill Tracts). This 
change to private retailing took lieven years. It was not until July 1, 
1985 that the final order was issued by BADC tIl) close the last of the 
TSC retail outlets. Average annual sales per dealer were about 52 MT 
in 1985/86. 

(3) Retail prices are determined by the de:lliet's with no minimum 
or maximum limitations. Wholesale prices are d~~termined by the BDG 
based on DCIC production costs or import costs, plus a markup for BADe 
overhead. BADe PDP prices are discounted for wholesalers lifting a 
minimum of 84 tons from TDPs. Under the NMS the marketing margins 
from PDP to farmer have been low, reflecting competitive pricing among 
dealers. Fertilizer gross marketinli~ margins (fall'mer's cost mings PDP 
price) over the last year have averaged 8% of farmer price for urea 
and TSP and 15.5% of farmer price foa' MP. 

(4) Merchandise credit is commonly provided by wholesalers to· 
dealers and by dealers to farmen. Field interviews by the evaluation 
team and the IFDC 1988 survey of wholesalers indicate virtually all 
wholesalers give merchandise credit in the form of 7-1S days delayed 
payment .. A similar credit system has evolved for dealer credit to 
farmers with the common delayed payment period being 7 days. It is 
also common that no interest is charged by wb(]llesalers or dealers for 
the delayed payment period. However, credit constraints do seem to 
exist for the larger wholesalers and dealers who are desiring to 
expand business volume. 

(5) The system of wholesall~rs and whole!iale/dealers which has 
emerged since 1982 seems capable of lifting all BADe fertilizer stocks 
from PDP godowns and supplying dealers and farmers in virtually all 
areas of the country. This bas pClrmitted BADC to attenuate its role as 
wholesaler supplier (via BADC godowns) wAth fewer supply or 
distribu~lon problems around the (~ountry. Quasem's marketing survey in 
eight upazilas from around the I=ountry for the 11982/83 Boro season 
estimated the average monthly lifting by wholesalers was 40 tons/month 
and the average lift was 20 ton5. More recen t estimates indica te 
average annual sales volume is OV4~r 225 MT. Larger volume wholesalers 
are emerging. For example, IFDe's 1988 survey of wholesalers lifting 
from the Baghabari TDP indicated that wholesalers' average annual 
volume was 2629 MT and average lifting was 109 MT. Evaluation team 
field interviews with a few randomly selected wholesalers in several 
locations indicated wholesaler's annual volumes averaged well in 
excess of 2,000 MT per year. 

(6) Given the current Inel of institutional development and 
experience, the wh:)lesaler-dealn system seems capable of expanding 
its role in fertilizer marketing by directly lifting stocks from ports 
and factories. This expansion in the role of the private sector would 
permit a further attenuation of BADe PDPs and create the potential at 
least for further cost savings to the BUG. Most wholesalers 
interviewed by the evaluation team preferred lifting from the new TDPs 
because costs were lower (compared to the PDP) and supplies of desired 
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prodl!ct more certain. In addition, larger wholesalers indica ted 
were interested in and capable of lifting fertilizer direcUy 
Dele factory gates. (Several wh.olesalcrs in the Bogra area 
already lifting gypsum directly from the TSP Complex hn Clhittagong.) 

they 
from 
were 

Thus. the evaluation team concludes that a dynamic private sector 
wlzolesaler / dealer network has developed resulting in improved 
fertilizer availability at competiti''le prices for farmers. Withdrawal 
of restrictions on fertilizer movement has made the market more 
responsive to shifts in demand and supply. Price deregulation has 
brought a major improvement in supply in areas of high trnnsportatioD 
costs and/or low sales volume. Competition iiHDong dealers, sales 
promotion activities, and better (~ustomer service is contributing to 
demand creation and growth in sales. Distribution system improvements 
in BADe and construction of more modern storage facilities at the PDPs 
and transit godowns have improved! national avnilability of fertilizers 
and reduced government expenditures on procurement, storage and 
distribution. 

How far will these NMS improvements be sust~lined? The PDP system 
has stood the test of time and is acknowh~dged as a distinct 
improvement. Market performance of the priv:llte sect'lr has been 
satisfactory and outside studies (tQu2sem, 1987 and EPC, 1984) have 
testified to farmer preference for the NMS. Even doctrinnaire critics 
of the private sector have admittE!d the superiority of the NMS over 
the OMS. Price deregulation, the most controversial policy change, has 
also been accepted as a pragmatic ~'O~ilSllre. 

The evaluation team concludes that most of the NMS reforms are 
ral1id1y becoming iDstitutionalized and will ffmain in place. Vested 
interest criticism and resistance will also disappear over time. Only 
severe supply shortage would remain a major Ithreat. Shortiilges will 
lead to demands for rationing and price control which would undermine 
the NMS quickly. Pafi~doxically, the private sector position eould be 
jeopardized through no fault of its own. Under tlH~ NMS, BADe controls 
upstream supply activities--all procurement, lifting from ports and 
factories, and movement to PDPli. Any fertilizer crisis would thus 
result either from a BADe failurc~ in maintainilrlg adequate national
level supplies or from a disruption in Dele fertilizer production. The 
acute crisis of the 1984 winter season is an example. 

Factors Influencing Fertilizer Sales Undler the NMS 

During the implementation period for FDI-I, the sales of chemical 
fertilizers to farmers in Bangladesh has in,creased substantially. 
Several factors can be identified as having influenced fertilizer 
sales, including: 

--The absolute price of fertilizer ns crop productiolll input; 
--The price of fertilizer relative til) the price of foodgrains; 
--The availability and price of modern inputs used in conjunction 

with fertilizer in foodgrain production; and 
--Characteristics of the NMS (availability of supplies, 

accessibili ty of fertilizer, dealer /w holesaler iDeen lives, 
market development). 



Fertilizer Price;. Bangladeshi farmers now operate En a 
competithe market environment In which they DO'IY bear the cost burden 
for most of the modern inputs they may ci1oo:se to adopt. Thus, the 
absolute price of fertilizer has an importalilt impact on farmer 
purchase decisions and overall fertiliZf!r sales. 

When FDI~I began hnplementsltion in 1978, the farm-level price of 
fertilizer was substantially subsidfized by the BUG. The nominal budget 
subsidies exceeded 50% for TSP ~llnd MP while urea was subsidized by 
about one-third. This was accomplished through uniform and subsidized 
~x-BADC godown "/holesale prices and administratively determined and 
regulated retail prices to farmers. 

Under tbe policy reforms of FDI-I most o.f these subsidies have 
been gradually removed (Table C.l) and retail prices have been 
determined by dealers since 1983. This olf course resulted in 

Table C.l: Estimated BADe Fertilizer Procurement Costs, 
Sale Prices, and Approximate Nominal Subsidy, 
1975/76'1986/87 

Estimal:ed Estimated Approximate 
Pric:e b B.\DC SU12!2l:t Costs 8 BADC Sale Nomina; Subs i d.:i.C 

Urea TSP f'lp Urea TSP MP Urea TSP MP 
.. -----------_ ................. ............ _--- ... --_ ... _---- ...... --- ..... _-----

FY ··············(Tk/Metric Ton)' ........ - ..... - . _._._(%)_ ••••• 

75/76 2,841 4,149 2,800 1,361 1,089 8~6 52 74 
76/77 2,982 3,985 2,990 1,633 1,307 ',089 45 67 
77/78 2,564 3,785 2,221 1,633 , ,307 1,089 36 65 
78/79 3,222 4,460 2,670 1,905 1,497 1,225 41 66 
79/80 3,426 4,926 3,330 2,450 , ,905 1 ,497 28 61 
80/81 2,741 5,841 4,092 2,994 2,450 1,769 - 9 58 
81/82 3,793 5,474 3,856 3,390 2,802 2,189 1 1 51 
82/83 4, 118 5,945 4,370 3,966 3,752 2,948 4 37 
83/84 3,986 5,504 3,866 3,845 3,460 2,826 4 37 
84/85 4,202 5,594 3,934 4,239 3,941 3,080 . , 29 
85/86 4,350 5,746 4,022 4,624 4,595 3,622 ·6 20 
86/87 3,836 6,193 3,718 4,525 4, "125 3,725 . 18 24 

Source: BADC Newsletters, Joint Bangladesh and U.S. Government 
Evaluation of the Fertilizer Distribution Project (1982), 
and IFDC/Dhaka unpublished reports. 

aCalculated from BADC reported supply costs plus estimated 
transport and handling costs. 

bRatio of supply cost minus sale price to supply cost. 
COoes not include all marketing and distribution costs. 

71 
64 
51 
54 
55 
57 
43 
33 
27 
22 
10 

0 

substantial price increases for fertilizer. Wh~n FDI-I was initiatec 
tbe BADe prices were 1,905 Tk/mt, 1497 Tk/mt, and 1,225 Tk/mt for 
urea, TSP, and MP respectively. Through a series of price incresH. 
over the followhlg eight years, farmers were paying about 4,800 Tk/mt, 
5,000 Tk/mt, and 4,000 Tk/mt for urea, TSP, and MP by the end of 1986. 
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Figure 6: Approxirnatl9 Nominal Fertilizer 
Subsidy, 1S~75-1987 
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Thus, farmers are now paying the "full price" (in Dominal budgetary 
terms) for urea sDd MP. TSP domlestic productiolll is being subsidized 
through greater than world marl{~~t prices. In fact, the World Bank 
estimates that BDG pricing policy on urea and MP is now negative in 
economic terms (if dealer commis!;ion is included) and constitutes a 
tax on that fertilizer at current farm le,'el prices. 

The response of Bangladeshi farmers to these significant changes 
in fertilizer price is an import~lnt issue. Economists measure the 
farmu response to fertilizer pdce changes by estimating price 
elasticities (buyer I1responsheness" to price cbanges) from input 
demand models. These models attempt to isolate tbe role of prices as 
well as other variables (irrigation, HYVs, ~Irice of output) in 
determining the demand for any input like fertilizer. 

Fortunately, some research has been devoted to estimation of 
price elasticities for fertilizer in Bangladesh. The research of IFDC 
under FDI-~ suneys and several outside research lefforts hrne produced 
a wide ranges of elasticity estimates: 

Researcher /Year 

M.S. Kahn, 1981 
IFDC, 1984 
M. Hossain, 1985 

Range of' Price Elasticity Estimates 

-}0.26 to -3.47 
-0.30 to -1.02 
-0.48 to -0.75 
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Despite tl)e differences in econometric technique, 
perlod(s) covered, which no doubt account for much of 
In estimates, the price elasticity for fertilizer in 
probably near -.5 to -.6. This falls within tbe range 
of -0.4 to -0.7 estimated for the Asian rice economy by 
and Rose in 1985. 

data) and time 
the differences 
Bangladesh is 
of elasticities 
Barker, Herdt, 

These estimates indicate Ihtngladeshi farmers nre responsive to 
fertilizer price changes. That is, the magnitude of response in 
fertilizer sales is less than the magnitude of the price change. Thus, 
if in fact the price elasticity of demand for fertilizer in Bangladesh 
is -.5 to -.6, then a 10% rise in retail fertilizer prices, other 
things being held constant, results in a reduction in quantity of 
fertilizer demanded by Bangladeshi farmers of 5% to 6'%. 

These results, of coursf: t mean Ban~tladeshi farmers are 
responsive to fertilizer price changes. Thus, the imract of 
elimination of fertilizer subsidi4~s and price increases under FDI-I 
has reduced the quantity of fertilizer demanded from that which would 
have been demanded under subsidized pricing. M. Hossain in an IFPRI 
study (1985) estimated the impact of achieving full economic cost 
pricing on fertilizer would reduce fertilizer quantity demand by 22.5% 
and rice production by 2.2%. These results wer'e the subject of some 
debate with IFPRI thinking the cestimated response to be too high. In 
any case, price is clearly a major lactor in determining tot~1 sales 
of fertilizer under the NMS. 

Prices of Fertilizer and Foodgrains: Fertilizer demand is 
derived from its profitable use in crop production. Thus, another 
major factor in fertilizer sales is the price of fertilizer compared 
to the price of the foodgrain OVltputs on whi~h fertilizer is applied 
by farmers. Since it is thought that approximately 85% or more of the 
fertilizer soid in B2ngladesh is appHed to foodgrains, the relative 
prices of fertilizer and rice give some indication about the 
incentives to use fertilizer. 

The relationship of fertilizer prices relative to output prices 
is commonly measured by two ratios: (1) The nUo of fertilizer price 
to paddy price and (2) The ratio of the value of paddy produced to the 
cost of the fertilizer applied, the Value/Cost or Benefit/Cost ratio. 
Data from the IFDC monthly farmj~r surveys can be used to estimate the 
price and value/cost ratios. Using the conserva,tive IFDC assumption 
about response of rice to nutrients (4.85 k~: of rice per kg of 
nutrients), weighted averages fOI' nutrient costs, and harvest season 
price averages (or paddy, IFDC estimates for price and value/cost 
ratios by season for 1982-1987 are summarized in Table C.2. 
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Table C.2: Nutrient and Rice Price and Value/Cost Ratios 
by Cropping Season, 1982-87 

Nutrient/PaddyC Paddy/Nutrient C 

U /Seeson 
Average 

Paddy Prices 
(lk/Kg) 

tlutrient 
P r i ('-!.b 

(lkn:g) 

Price RAtio VAlue/Cost Ratio 

1982 Boro 3.7 7. !i 2.0 2.4 

Aus 4.5 7.6 1.7 2.9 
Ama. 3.9 8.? 2 • 1 2.3 

1983 8Clro 3.8 8.1 2.1 2.3 
Aus 4.2 8.3 2.0 2.5 
Aman 4.0 8. ~I 2. 1 2.3 

1984 Boro 4.8 8.11 1 .7 2.8 
Aus 5.2 8. ~) 1.7 2.B 
Aman 5 • 1 9.3 1.8 2.7 

1985 Boro 4.2 1 0 .4. 2.5 1.9 
Aus 4.5 10. 1 2.2 2.2 
Aman 4.5 1 0 • (! 2.3 2. 1 

1986 Boro 4.9 10. EI 2.2 2.2 
Aus 5.3 10. EI 2.0 2.4 
Aman 5.5 1 0 . i' 1.9 2.5 

1987 Boro 6.0 1 0 . i' 1.8 2.7 
Aus 6.4 10 . ~, 1 .6 3.0 
Aman 5.9 10 . I' 1 .8 2.7 

Source: IFOC/Dhaka unpublished reports based on data from the lFOe 
Monthly Farmer Survey. 

~/ Paddy prices expressed as two-month averages for each season: 
May-June (Boro), Sept-~ct (Aus), Nov-Dec (Aman). 

~/ Fertilizer prices are two-month averages for principal season 
of application weighted by national average for M-P-I( = 1.0:0.4:0.1. 

~/ Assuming average paddy response of 4.85 Kg per Kg of nutrients, 
as estimated by Ray Diamond (IFOe/Dhaka unpublished reports). 

Tbe fertilizer/paddy ratios indicate tbe Sml[)Ulllt of paddy, l'slued 
at barvest prices, necessary to I~urchase a unit of fertilizer. Over 
tbe past fhe years this ratio bas been close to 2.0, indicating an 
adequate incentive to purchase and use hrtilher. In fact, the 
somewhat bigher paddy prices in 1987 lI'educed tbe ratio below 2.0. 

The Y'alue/cost ratios, which indicate the amount of financial 
return to each unit of nutrient al~plied, should on average exceed 2.0 
in order for subsistence farmers to bal'e adequate incentive to utilize 
fertilizer. Over the last five years this ratio has been nt or abol'e 
2.0 for every season since 198:!, excepting only 1985 Boro. This 
indicates an adequate incentive for fertilizer use has been sustained 
over mu~b of tbe last six years (1985 is an exception). 

Given tbe relative stability in fertilizer prices over tbe past 
tbree years, it can be seen tbat botb tbe nutrient/paddy ratio and the 
value/cost ratio ban been very sensitive to 1I'Iuctuations in paddy 
harvest prices. Tbis is the crucial factor which should be monitored 
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closely in determining trends in the economic inc~~nthe for farmer use 
of fertilizer. 

Availability of Complementar}: huuts; Fertilizer is not used in 
isolation for foodgrain production. This Vias recognized in the FDI-I 
conceptual design which gave emphasis to "systElm" improvements for 
fertilizer development in Baogliadesh. Otber inputs which arc 
complements to fertilizer in the food production system include HYV 
seeds and Irrigation. 

The early IFDC farm suney research, the mid-term evaluation, and 
other independent research on hrtiHzer use ilfl Bangladesh clearly 
establish tbe positive cO'1lplementarity between hrtilher and acreage 
under HYVs and irrigation. The total acreage under modern methods of 
Iniga tion (i.e. tube wells, low lift pumps, projeds) has grown from 
1.9 million acres at the beginning of FDI-I to CH'eli' 4.2 million aeres 
by 1986. The anntlal growtt rnte ill the 1980s bas been over 16%/year. 
Similarly, the acreage under both ric:e and whea~ HYVs has increased 
significantly. In 1978 about 2.97 million acres were seeded to HYV 
rice varieties. By 1987 HYV rice ncreage had increased to 7.71 million 
acres. HYV wheat has grown from .39 million acres to 1.44 million 
aCft's from 1978 to 1987. 

Research on the relationship between fel'tilizer use and the 
complementary inputs of irrigation and HYVs has established a strong 
posithe relationship. M. Hossain's research for IFPRI (1985) 
estimated that irrication explained 79% of the regional variation in 
fertilizer consumption and 83% of the variation of HYV during the dry 
senson. This is consistent with the earlier rese:mrch by IFDe (1984) 
which indicated that for every 10% increase in paddy area under HYV 
the quantity of fetilizer demanded would increas4~ 4.4%. For every 10% 
increase in paddy acreage un~ler irrigation, fertilizer quantity 
demanded would increase 3.2%. 

Characteristics of the NMS: Another factor which has had an 
impact on fertilizer sales over the last decad4~ is the nature and 
characteristics of the New Marketing System first introduced under 
FDI-I in 197ft The NMS is more efficient in maldng fertilizer 
available to the final consumer than was the cas;e under the OMS. At 
the retail level, fertilizer is more lnaii&lble, farmers can commonly 
purchase fertilizer without the b,ank payorder, and dealers routinely 
extend merchandise credit on a 7··21 day delayed (Ulyment system. From 
the wholesale to the retail level, the marlH~ting margins are low, 
about 6% last year for the high-volume urea, a further indication of 
marketing efficiency. And finally, tbe Dealer Development and Training 
program has increased the competence of retail and wholesale dealers 
to advise farmers on fertilizer use and promote fertilizer sales 
throughout the country. 

Improvements in the I:fficiency of Fertilizer Marketing 

FDI-I was in large part a mlljor policy reform project, intended 
to develop a country-wide free m~Hket system of fertilizer marketing 
to replace the established fi:overnmental distributioll system. 



Substantial progress has been mllde: tl retail slllld wbolesale system is 
now marketing 99% of the fertilizer tlcross tbe country (except In tbe 
remote and politically sensitive Chittagong Hill Tracts)!. 

One important question posed to tbe evaluation team is whether or 
not the NMS, though not yet 4:ompletely dev,eloped, represents any 
improvements in supply, use nnd (efficiency over the OMS. At tbe time 
of the mid-term evaluation this Ifjuestion could not be answered since 
"Much of what was originally conceived for tfme NMS has yet to be 
implemented or has only recently been implemented" (Illg. 29). 

Now with six years of development, £ome information is available 
to judge the operational efficiency of the NMS rellllthe to the OMS in 
terms of: (1) performance in s&l:pplylng the desired product to the 
farmer customer and (2) level of IDlul{etin(g costs 3S n proportion of 
total product cost. 

Supply Efficiency: The performance of the NlrfS in supplying the 
desired product to the farmer at the desired time has several 
dimensions. The BADe has sole responsibility :ror the macro-level of 
supply of fertilizer profuets in Bangladesh. BADe is responsible for 
distribution of fertilizer product to wholesaler:§ and the maintenance 
of a buffer stock for national fertilizer security purposes, three 
months' requirement of urea and five months' requirement of TSP and 
MP. 

BADe has adequately maintained the national-level supply of 
fertilizer over the last several years, except fol!' the 1984/85 Boro 
seaSOD. The Fertilher Newsletter indicates that BADC-bdJ.i stocks have 
averaged 25% to 100% over the buffer stock goals in the last two 
years. Since BADC has one target for the whole marketing year despite 
the seasonal peak demands, the monthly stock-to-goal situation 
varies. However~ it is apparent that at the national level, BADe has 
been able to meet national supply dem,nnds for the major fertilizers. 

At the regional level, the supply performlilnce varies widely. As 
of December 1987, the regional stoci{ situation, expressed as a ratio 
of present stock (as of January I, 1988) in the regional god own to the 
buffer stock goal, was: 

Fertilizer 

Urea 
TSP 

f;lP 

Average Ratio of 
Regional Stocks-to-Goal 

.55 

.51 

.98 

Source: BADe Honthly Newsletter 

Rmnge of Regionsl 
Ratios of Stock-to-Goal 

.08-6.06 

.05-1.45 

.30-4.81 

It seems apparent that SADIC is not able to meet the regional 
buffer stock goals very well. This potential stock inadequacy is 
probably one of the reasons wholesalers register at and lift from two 
or more PDPs. Thus, it would appeal; that BADe has tl management problem 
in distributing stocks of the des:ired products to tbe wholesalers in 
the different regions. 
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At the wholesale and retail level the fHlpplly performance of the 
NMS l!eems adequate and AD Improvement over the OlVJS. The percentage of 
farmers uslOB fertilizers In the B(lIro scason Is DOW vArmally 10()OIo snd 
prodlict seems to be available in tlH~ local mer~.etli. The EPC survey 
(1984) found that the overwbelmloff majority of farmen 111) Cblttagong 
and RaJshabi reported "v.lIability of fertllber had IDcntHU!ld umdu 
tbe NMS. In Quasem's (1987) !UH'vtey 10 eight upndlas for the 1982 D 83 
Bora season, H2°/a of farmers lI'eporlted availability Improved lil the NMS 
versus the OMS. 

As regtilrds prhilte seetor storage of fertilizer, there is no 
evidence of any signlfictilot chaD8e. The prnalling mode of business 
continues to be one of rapid tum··over with minhmun holding of stock 
with the dealer (wholesaler) wilo varies PDFI-lifting according to 
prospects 1)( Immediate ssle within his service 8rl~g}. As ~xpected, PDP 
liriina rates reflect o~erall sales volume In the llfeaj according to 
~ recent BADe survey, average lifting In higb, medium and low sale 
areas were 12-15, 8-10 and Se6 tOUIS respectively. This fiHlkes business 
sense and considering the high CIDst of fertlliu~r storage tbe pattern 
is likely to continue. Within this sccuHuio, el]tel'prising dealers are 
expanding sales and market shar4~, not by incnaslng stornge, but by 
increasing sales outlets (I.e., IHIgaging morE' sub-dealers/retailers 
and covering more markets). Thi!i has greatly Improved farmer liiccess 
to fertilizer and is a welcome trG!nd. The cost will be different for 
large TDP wholesalers and some olr them may find it profitable to go 
for storage. 

Marketing Costs: After procuirement, BADe 5HII'8nges movement of 
stocks from the ports and factories to intermediate transit godowns 
and PDP godowns. BADC movement of fertilizer is about 26%) by rail, 43% 
by barge, and 30% by truck (Figure 6). Wholesalti:fS bear the marketing 
costs from the BADC godown. 

Figure 7: BADe Modes of Fertilizer 
Movemlsmt 

Source: IFOC 



BADe internal distribution costs for fertilher are very 
difficult to ascertain. Cost estimates based on BADe accounting 
methods are summarized below fur movement ~md hnndling as well as 
personnel and other overhead costs: 

Costs FY82 FY83 FY84 nB5 FY86 H87 
.--.----. __ ........ 

- - _. - - - - - _. - - - (T k ./HT)··· _. _ •••••••••• 

Movement 8. lIandl ing 302 323 334 306 394 360 
All Other 245 338 211 193 255 258 

Estimated Total 547 661 545 499 649 618 

Movement and handling c(mstitutes more thaD half of BADe 
internal distribution costs. It seems apparent that these cost 
estimates understnte the nctual costs to BADe for fertilizer 
distribution. These costs do not rdlect the cosh of movement between 
PDPs when regional inventories be~ome unbalanced (lor the costs of the 
owned godowDs. For the last two years, these approximate internal 
distribution costs are about 14% of average sales price, somewhat 
above the FADINAP estimates of 11%-13% (markE!ting costs as a percent 
of price) in Thailand, Indonesia, Pakistan, and Sri Lanka. 

Even though DADe's numbu of distributil()n points has dropped 
under the NMS from 463 to 101, no significant budget savings have yet 
occurred. IFDe has estimated that 25 0/0 could b,e saved by using least 
cost routing for fertilizer movement. However, least cost route 
management by BADe is somewhlilt constrained by the availability of 
government·owned railroad (;ar5 land barges. f'yfore significant savings 
are possible through the reduction of movement possible by full 
implementation of the TDPs. IFDC/Dhaka has estimated that BADC could 
achieve both transportation and other cost savings of Tk.221/MT with 
fuJi implementation of FDI-H. 

No data on wholesaler and ~lealer marketing costs were available 
to the evaluation team. However, the Marketing margins for the private 
sector can be estimated from the difference between ex-PDP prices aDd 
retail prices. Over 1987 IFDC/Dhaka estimated the gross marketing 
margin for urea avenged Tk.20/bal~ for urea and TSP or 8% of farmer 
price and TI<.34/bag for MP or IS.~5% of farmer price. These margins did 
fluctuate seasonally, reflecting supply and demand situations in 
different regions. However, theS€! margins refl4ect a competitive and 
efficient private marketing situation for ferltilizer once it leaves 
the BADC godown. 

BADC Dealer Development and Training 

The Dealer Development and Training (DD&T) Program aims to: (a) 
improve fertilizer linowledge of dealers so tinat tbey in turn enn 
transfer it to farmers as part of customer service, and (b) encourage 
and support dealers to undertaBu: sales promotion activity at the 
farmer-level thereby increasing hrtilizer use. To quote from the 
Ff!rtilizer Distribution Improvement I (Project Amendment) document: 
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"To supplement the Ministry of Agriculture and 
Forests' agricultural extenliloD program, the project 
will train fertilizer dealers In the coneq!t use of. nil 
fertilizer products a vallable in Bangladesh. The dealer 
is in a unique position to dissemlnute technical 
informliltioD and to encourage increased nlpplicntion of 
fertilizer, because he bas ill degree of fnrmer contact 
unrivalled by litny extensiOD service and because be is 
the last Informed person tbe farmer sees before applying 
his fertilizer. This project will sUPI~ly teciulicml 
assistance to train Bangladeshi Instructors, wbo will 
form several mobile dealer training teamr. to visit all 
the district/subDdhlsion of Bangladesh ghiDg short 
(two days) courses to dealers. It Is believed that 
increased farmer knowledge of fertilizer use, imparted 
through an informed cadre of dealers, win iHu:rense the 
effectiveness of fertilizer on crops and thereby 
increase demand for fertilizer products." 

The Board of Directors of BADe approved the DDBlT Program in 
January 1982 and decidet* to create a separate Dedler Development and 
Training Unit under the MSS Dhision to admitnister the program. A 
chronological listing of events leading to establishment of the unit 
and important activities undutaken since th~n Is presented in 
Appendix Table V.l. FDI-I supported the DD&T Program in three areas: 

(1) Technical assistance: Resident and dlOrt-term consultants 
of IFDe have been associated with the program from the beginning and 
have made valuable contributions in conceptualizing its goals, 
organizing 'Train the Trainer' courses/workshops, and develo~ing 

curricula/course materials for dealer training. IFDC consultants have 
also advised and assisted BADe in production and distribution of 
promotional materials for dealers' use, review, modification and 
upgrading of training content, and program evaluation. 

~2) Funding support: Funds have been provided for production of 
a large mass of information br(Jlchures, pamphlets, training literature 
and manuals, slides, sale promotion posters and films. Training 
equipment and transport vehicles for trainers havte also been procured 
(Appendix Tables V.2 & V.3). 

(3) Study tours: Two out~of-country study tours were organized 
for DD&T officials. 

The Dealer Development and Training Program has a Dumber of 
achievements to its credit. Tlraining courses organized under the 
program have proved to be po~)Uhlr wHh dealers.. During an evaluation 
carried out in early 1985 (Sl'>m:tld), 72% of tl'ained dealers reported 
that they had found the program interesting and useful and 95°/0 
expressed the w511ingness to attend a refreshu course. Even 000-

trained dealers gave a favorable oplDlOn; 67% thought that it 
benefitted those who attended alld 97.5% want~~d to attend the course 
themselves. 
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A general improvement in knowledge level of trained dealers was 
also noticed. Dealers interviewed during the present evaluation 
consis~e"tiy showed a blgh degr.~e of enthusia:sm about the training 
program and expressed tbeir willingness to attend future courses. 

Anotber important achievement is the production and distribution 
of a large mass of ioformstioR! brochures, pamJllbiets, !Sales promotion 
materials And display posters. D4!alers as well ;u farmers have found 
these Informative and attracthe. The fact that nearly one-third of 
trained dealers and a smaller pell'centnge of non-trained dealers were 
willing to buy these If offered on sale is Indicative of tbe quality 
and usefulness of the materiaL However, full benefit of tbe 
investment has not been derhed due to unsystematic brochure 
distribution to farmers and ullsatlsfactory follow-up dealer shop 
visits by BADe personnel. 

Impact of the program on dealer income was quite pronounced. 
Most dealers, both trained and (lion-trained, fellt HUlt the instruction 
,'(as useful in expanding sales. About 85% of trained dealers stated 
that their sales had gone up subsequent to the trainting; of them, 44% 
reported sales increases by 10'Yo, 61% reported increases ranging 
between 11-30% and 12% reported increases exceeding 80%. Of non
trained dealers, 44% reported Ic()ss of business to trained dealers. 
Computing for the three-year period from 1981/82 to 1983/84, trained 
dealers in all categories registned much higher increases in sales 
compared with non-trained dealers. 

The 1985 evaluation also looked into challiges influenced by the 
training in quality of services I~rovided by the dealers to farmers. 
The survey clearly indicated that farmers do consult the dealer about 
fertilizer use and that additions to dealer Imowledge were being 
passed OEl to farmers. Nearly on(!~third of farmers interviewed stated 
that they were getting better services than before from trained 
dealers. Survey results also show a favorable response to 'Farmers' 
Meeting' and 'Dealers' Demonstra tion Plot' program of the DD&T un i t. 
In the last two years, 45 demonstration plot sites have been planned 
for each of 20 regions (Table C.3). 

Table C.3 : BADC Fertilizer Demonstration Program 

Number of Number of Funding 
Year Crop regions sit es source 

-----_ .. _- --------- -------
1987/88 Wheat 20 45 USAID 

1988/89 8 Aman 20 45 USAID 

Source: BADe OO&T Unit 
sPrepsratory actions being completed. 

The training program, in particular the later courses, were 
designed also to strengthen dClllers' sales pJromotion and market 
denlopmcnt skills, and enhance their management expertise as a means 
of improying operational efficiency and profitability. The goal is to 
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create an efficient and dynamic dealer network which would then act as 
a positive force In promoting fertilizer use. There has been no in
depth study of results of this eUort (the 1985-evaluation did not 
cover this aspect). Int~rviews with dealen and BADe officials 
indicate a high degree of dealer interest in tbese topics. Subsequent 
to the training course, several dealers se~ up demonstration plots and 
organized farmer meetings. SClme are reported to lia ve conducted 
training courses for their subDdealers/retailers. One visible result 
is a large increase in subodealers and retainers employed by PDP 
wh('lesalersj largely to their cUort, fertilizel' is now available for 
purchase in almost all village bazars. 

There is a sharp decline in dealer training activity during the 
last two years. BADe has redu(:ed its tralnin~: outlay by nearly 815% 
(Table C.4) and only three coursel; have been conducted since July 1986 
(Table C.S). This is unfortunat.e because a trained dealer force can 
be of immense help to BADe in expanding sales nnd improving service. 

Table C.4: BADC Expenditures for Dealer Training Programs 

Year Expenditure Source 
------------ ............. 

(Tk) 
1983/84 1,669,881 BADC 

1984/85 1,623,600 BADC 

1985/86 1,480,<;115 BADC 

1986/87 137,296 BADC/USAID 

1987/88 154,0111 USAID 

Source: BADC DD&T Unit 

Table C.5: Progress of BADC Dealer Training 

Humber of 
Year E'atches 

---------
1982/83 n. a. 

1983/84 287 

1984/85 208 

1985/86 279 

1986/ 87 11 29 

1987/88£1 44 

Source: BADC 00&1 Unit 
l/Training focused on Aus crop. 

.lumber of 
Dealers Trained 

6298 

8354 

6163 

6911 

599 

971 

£/Training focused on ARP/fertilizer management. 



There is also a need for rectlstiug of the training program to 
accomodate changes that have talH!n place in the belowePDP llHld{cting 
structure. In 1903/84, BADe had 4700 acthe wholesalers and 18,000 
retailers. The interrace with farmers has chaDgc~d. Currently, PDP 
lifting is done by [HHUly 8000 whollIDsaHers (tbe retailer 
classification was abolished in 1985) most olf whom execute sales 
through subedealers and retailers. BADC must w(Hk out n viable 
mechanism of disseminating hrtHher knowledl~e to (IHmCf1'S through 
present day retailers (who no I{mger operate directly under BADC). 
Secondly, training needs of retailers, PDP whollesalers nod other large 
wholesalers will be different and there may be fA case for separate 
specialized training courses for each gmup. 
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PART D: 

THE EFFICIENCY OF FERTILIZER USE iN BANGLADESH 

Finding: 

1. The potential exists for improvements in the efficiency of 
fertilizer use ill foodgrains through improvements in cultural 
practices. addressing micronutrient deficiencies. and expansion of 
complemelllary inputs (irrigation and HYVs). There is no evidence that 
serious constraints on complementary inputs have canceled the posilive 
effects of increased fertilizer use in Bangladesh. 

Fertilizer Use Efficiency 

Although total chemical fertilizer sales have increased 
substantially during the life of FDI-I, there remains a concern about 
the efficiency of fertilizer use by Bangladeshi farmers. Extensive 
farm trials conducted by BRRI and BARI have established that potential 
yield responses to fertilization of HYV rice and wheat in Bangladesh 
exceed 10:1 (output per unit input). This magnitude of yield response 
is of course associated with recommended ltevels of Dutrient 
application, proper nutrient management, good watter control, disease 
and pest prevention, and other improved cultural practi<:es. 

Fertilizer efficiency under on-farm conditions cannot be expected 
to reach the BRRI/BARI experimental yield results. Management Systems 
International and IFDC (1988, Annex C) estimates of response ratios 
for rice at the farm level for 1973/74 to 1986/97 averaged 4.85:1 
(paddy per unit nutrients). On-farm hctors (:onstraining fertilizer 
response in rice include lad; of water control, h13f;)propriatc timing 
and/or method of application, ulltbalanced appllication of nutrients, 
inadequate weed or pest control, and micronutrient deficiencies. These 
factors result in substantial on-farm producer risk which reduces 
expected net benefits and, therefore, th·e incentive to fertilizer. 

The difference between the e:J(perimental yield I'csponse (10:1) and 
average on-farm yield response (4.85:1) indicaftes a large potential 
for efficiency gains in fertilizer use. To ach ieve efficiency gains 
current constraints must be overcome by farmers. Since some of these 
constraining factors are controllable by farmers, there is potential 
for improvement in on-farm fertilizer efficiency. Some of the more 
promising areas for improvement include: 

1. Water Control~~Drought and flooding .fire probably the most 
critical sources of yield fisf" in foodgrnins. Large variations in 
timing and quantity of rain or surface water affect the crops of all 
the growing seasons in Bangladesh. Irrigation and flood control are 
the primary sources of improved water control. Although farmers have 
been using traditional irrigation techniques (swing baskets and 



dhones) for decades, improved irrigation methods (low-lift pumps and 
tubewells) have permitted fanne:rs to inCrea!iC substantially the 
acreage under irrigation since 1970 (Table D.l). This growth is 
continuing in the 19805 with nn avera~e aDlUlel gl'owth rate for IT. ndern 
methods of 17% for 1981-85. Total land under dry season irrigat1qu is 
now about 5.6 million acres but only ab{mt 25% of total (:rop nrea. 

Table D,': Irrigated Acreage Under Hadern and 
Traditional Methods, 1970-1986 

----'000 Acres Irrigated---
Aversge Gro~Hh Rate 

Irrigation "ethod 

~Iodern 1 
Traditional 

1977-80 

',897 
1,634 

Total Net Acreage 3,531 

Source: USAID/Dhaka 

1982 1984 198,6 1981-86 

2,732 3,903 4,254 
1,855 1,449 1,302 

4,587 5,352 5,556 9.18% 

1Including tubewells, low-lift pumps, and gravity projects. 

2. Soil Nutrient Deficiendes--Sulfur defich~ncies in Bangladesh 
soils are widespread and well recognized by soil sdentists, The lack 
of sulfur may be the most important aspect of unbalanced 
fertilization. It is known that gypsum, available in Bangladesh as a 
by-product of TSP production Chittagong, can correct sulfur 
deficiencies. Application of 60 l{gjac of gypsum E:Hl"y three years will 
correct the sulfur deficiency in affected soils. 

3. Inappropriate Nutrient Application--Nitrogen nutrient losses 
through untimely or inappropriate methods of application are thought 
to be one of the more important sources of inefficiency in fertilizer 
use. The limited research which has; been completed indicates that deep 
placement of nitrogen and slow-·release formullntions can improve 
fertilizer efficiency. Further reselHch and demonstrations on these 
topics would be helpful under FDI-I1, especially in cooperation with 
the Directorate of Extension f.Hid BARC. 

4. HYV seeds still remain one of best complements to increased 
fe r t i Ii z n t ion and i rr i gat ion for pro d l' C t ion en han c I~ men t. A ere age u n d e r 
HYVs in 1987 was estimated to be 3.1 million acres for the Aman rice 
crop, 1.3 million acres for Aus, and 3.3 million Iror Bol'O (Table D.l). 
For Boro the HYV percentage of tOltal acreage was 79% while for Aman 
and Aus it was only 20% and 17%, respectively. Virtually all vtheat 
acreage is under HYV. Growth in }-l[YV acreage is expanding but slowly. 
This indicates that further progress may only comE~ in conjunction with 
improved water control and fertilizel' management. Th~ need for further 
research on the complementarity of HYVs, fertili~er, and water under 
on-farm conditions is clear. 
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Table 0.2: Crop Acreage Under "YV Seeds, 1979-1987 
['OIlO aeres] 

Year 

1978 
1979 
1980 
1981 
1982 
1983 
1964 
1965 
1986 

1987 

Amen 

561 
884 

2,154 
2,376 
2,361 
2,653 
2,629 
2,669 
2,906 
3,058 

AUG 

953 
1,1)26 

994 
1 , :200 
1 ,166 
1,175 
1,235 
1 , 1 ~ 1 

1 , '91 

1,342 

Boro 

1,455 
1,1.82 
1,788 
1,845 
2,l18 
2,670 
2,635 
3,040 
2,Q98 

3,313 

Uheat 

:.H19 
483 

1 ,0'5 
1 ,412 
'1,276 
1 ,231 
1,253 
1 ,622 
1 ,291 

'I ,445 
-.. -.~--.-- ......... -.. ---.-- ... -.- ............... --. 
Source: USAID/Dhaka 

'000 Acres 

Figure 8: Crop Acreage Under HYV 
Seeds, 1979-1987 
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Efft!ct of Complementary Inputs on Fertilizer Use 

The early IFDC farm survey research, the FDI-I mid-term 
evaluation, and other independent research 'on fertilizer use in 
Bangladesh clearly establish the positive complementarity between 
fertilizers, HYV seeds and irrigsltion. The If'DlC survey in 1979/80 
(1982) concluded tha t HYVs clearlly increased rh~e yields under either 
irrigation or rainfed conditions. Likewise, irrigation increased 
yields of both HYV rice and local varieties. And fertilizer use is 
greater for both local varieties and HYVs lluder irrigation. The 
interaction of these three inputs is illustrated .in Table D.3 by data 
adapted from IFDC survey results. 

Table 0.3: HYV and Local Variety Rice Yields Under 
Irrigated and Rainfed Conditions, 1979·80 

. - _. _. _. - - - - - -Kg/acl'e- - - _. - _ .... - --

I rl' i gated Rainfed 
---- .. ------"' ... - .. _----- ...... _-- .... -

Crop Variety Yield Fertl.Use Yield Fel'tl.Use 
---- .. -. - ......... _--- ----- .. _--

1979/80 Boro Local 730 7 711 5 
tfYV 1340 105 1402 129 

1980 Aus Local 768 28 630 19 
HYV 1493 125 1024 60 

1980 Aman Local 783 40 814 16 
HYV 1412 116 1 126 16 

1979 Aman Local 686 56 617 30 
HYV 878 80 786 65 

Source: IFDC, 1982 

The fDI-I mid-term evaluation estimated the elasticity 
(responsiveness) of fertilizer consumption with Irespect to irrigation 
and HYV s 'were .50 and .53, respectively. Thuli, a 10% increase in 
irrigation or HYV acreage would cause a 5% increase in fertilizer 
consumption. And this has ;)cen generally the case over the last 
decade--the increases irrigated HYV acreage in "Bangladesh have 
contributed to the growth in fertilzer U$e. 

Other research done outside llhe project alsl() confirms the strong 
relationship between fertilizer use and the complementary inputs of 
irrigation and HYVs. M. Hossain's regression analysis for IFPIH (1985) 
estimated that irrigation explainedl 79% of the regional variation in 
fertilizer consumption and 83% of the variation of HYV during the dry 
season. In other published research Hossain summarized some 1982 
survey results indicating the extent of adoption of modern varieties 
by farm size (Table DA). 
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Table 0.4: Use of Hodern Inputs by Farm Size and 
Tenancy, 1982 

% Using % Cropland Kg. Fertl. I of Land 
Farm Class "YV Fertl. in "VV Rice Per Acre Irrigated 

---_ ............. --- ... - ..... ~- ----_ .... . 
Size of Farm: 

Small 75 
Medium 74 
Large 77 

Tenure Status: 
Owners 
Tenants 

All Farms 

77 
74 

75 

Source: Hossain, 19b1 

86 
92 
95 

88 
91 

89 

43.2 
35.8 
32.5 

35.7 
38.1 

36.8 

24-.4 
21 .9 
18. 1 

22.2 
27.7 

21.9 

32.3 
32.9 
28.3 

33.6 
29.6 

31 .7 

The Hossain research not only confirms the strong association 
between fertilizer and other mod.Hn inputs, but it also points out 
that diffusion of modern inputs hali been widespread among farmers of 
all sizes and tenure status. In fact, small farmers tend to use more 
fertilizer per acre and irriga te a larger j)ercentage of their land. 

Examination of the availabl,e evidence clil~arly establishes the 
strong link between fertilizer consumption and the use of other modern 
inputs. The growth in irrigation and HYVs has thus contributed 
importantly to the growth in fertilizer use in Bangladesh. Given the 
high rates of adoption 0/ these inputs by farmers of all size classes 
and tenure status, it does not seem probable that lack of modern 
inputs could be considered as having cancelled or repressed the 
positive effects of fertilizer use during the FD/-/ implementation 
period. 

Effect of Constraints on Fertilizer Use 

First, looking at the small faHdcrs. The relntive amounts applied 
in 1980/81 by medium and Jarge farmers in compnrison with small 
farmers were not much changed by 1987 /88 althoul~h the relative amount 
applied by the large farmers did decrease some (Table HA) Thus, in 
1980/81, the medium sized farmer applied 77% as much as the small 
farmer on a per acre basis and the large farmer 87% as much. The 
respective figures of 1987/88 weu! 79% and 80%. On this criterion, 
then, the possible constraints (Ia€::k of irrigation, HYVs) facing the 
small farmer did not cancel out the positive effects, relathe to 
medium and large farmers, of increased fertilizer supplies. Yields 
for small farmers are consistently higher than for larger farmers and 
the same is true for cropping intell.sities" 

Management Systems Intl!rnational and IFDC (1988), using natioklal 
data and regressiGn ans;ysis, produced estimates of production and 
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yield response functions for rice over the 14-ycaf period 1973/14-
1986/87. Their results indicate tbat 4.85 kgs of paddy are produced 
per kg of (fertilizer) nutrients. There is [10 evidence that this 
ratio has been declining in B'ccent years (although aggregate 
fertilizer consumption grew by an average of 7.9% annually, 1980/81-
87/88). Using 1986 prices, the study concludes Ithnt "it app"ears that 
tbe average response of rice to nutrients and the fertlHzer$rice 
price rebtionship are adequate to result in increases In the average 
rat~s of nutrient application for rice." 

Thus it is reasonable to conclude that otlrer constraints 10 
increased food production, espeCially by small scale farmers. such as 
the lack of irrigation facilities or improved seeds. have not canceled 
out the positive effects of increased fertilizer supplies, 
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PART E: 

ROLE AND INFI.UENCE OF FDI-I ON 

FERTILIZER PRICING AND SUBSIDY COSTS 

Finding: 

1. As planned under F DI-I. retail fertilizer prices have 
gradually been completely decontrolled without serious negative 
impacts on fertilizer marketing. In addition. the BDG has dramatically 
reduced fertilizer subsidies during the last six years. 

Impact of Fertilizer Price Decontrol 

Retail price decontrol was 81 condition precedent and special 
covenant for disbursement of funds under the FDJI-I project agreement 
amendment signed in 1981. Final decontrol was nOlt readied until April 
1, 1983 when wholesalers and retail fertilizer €!tealers were free to 
charge whatever prices the market would bear. This transition from 
fully regulated retail prices under' the OMS to free market prices 
under the NMS was a cause of considerable conccm both in BADC and 
among outside agencies like BIDS. Many believed that monopolistic 
practices by fertilizer wholesaler!; would cause farmer prices to 
increase, maybe substantially, in the absence of BADe pi"ice controls. 

Mohinder S. Mudahar (1984) olf IFDCjMuscie Shoals analyzed the 
impact of price decontrol under F])I-I. Using primary data from the 
monthly BADC/IFDC farmer Illice suney 3nd olther secondary data, 
Mudahar divided the deregulation period into three phases: 

Phase I: Period prior to April 1, j 982 when prices were 
regulated at the retail level by BADC. 

Phase II: Period between April 11, 1982 and April 1, 1983 
when prices were derel~ulated in one Division 
(Chittagong) only. 

Phase III: Period beginning April 1, 1983 when fertilizer 
prices were deregulated in all Divisions. 

Mudahar concluded that with f4~W exceptions, lactual prices paid by 
farmers in decontrolled areas wefil~ higher than the official prices 
during Phase II. Prices in the regulated areas were generally below 
the official prices in both Phases I and II. There were considerable 
differences in average prices between individual districts. These 
price variations showed no consistent pattern and Mudahar concluded 
that fertilizer supply and marketing conditions accounted for most of 
the variation. 
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Thus, Mudahar's analysis of price mOhHnents indicated that the 
fertilizer price differences in regulated and deregulated mar~et areas 
did not appear to be the direct result of price ch:regulation. Rather, 
fertilizer availability, supply management, IlUld the operational 
efficiency of the marketing system had the ml!njoll' impacts on price 
movements, as well as differen-zes between regulated and deregulated 
areas. 

Quasem (IFPRI, 1985) analY:fed fertilizer prices over the same 
period and concluded that ItAII in all, it appears that deregulation 
enabled traders to raise prices, but they remained close to official 
prices except at times of national supply scarcity." 

Removal of Fertilizer Subsidies 

Fertilizer prices have been subsidized since introduction to 
Bangladesh in the 1950s. Subsidies were used lilS a conscious policy 
decision, initially to popularize its use and subsequently (from the 
1960s) to achieve rapid rates of growth in fertilizer consumption, a 
key component in the BDG seed-fertilher-inigation strategy for 
agriculture. 

The subsidy policy was changed in the early 1980s and since then 
fertilizer prices have heen progressively Iraised to gradually 
eliminate most of the subsidy. The BDG bas been very successful in 
this effort; total subsidy costs to. the BDG ha,'e declined from. Tk. 
1153.32 million in 1980/81 to Tk.285.54 million in 1986/87. Subsidy as 
a percentage of total fertilizer costs, which is n better measure, was 
only about S% last year as compared to 50% in 1978/79 (Table C.l). 
This is all the more remarkable because the reduction in subsidy has 
been achieved without any sharp impact on consumption. Fertilizer 
sales have increased at a rate of about 9% per year over the last 
decade. Fertilizer offtake in 1987/88 is very (!mcouraging a nd total 
sales are likely to be 15% higher than hIlst year. 

This subsidy is, of course, a budgetary subsidy and reflects the 
difference between BADe expenditures on fertilizer procurement and 
distribution and the sales revenues. It must be noted, however, that 
BADC's procurement costs are difhrent from actual prices of 
fertilizer in the international mal'l<et. Domestic ex-factory prices are 
government administered and impolrts usually cost more because of the 
tied-nature of loans/grants used f()f purchase. For a true measure of 
farmer benefits, economic subsidies calculated 011 the basis of border 
prices are more appropriate. Because of the natul'e of BADe's funding 
sources, economic subsidies have always been lower than budgetary 
subsidy. Internal World Bank estimates of theecoDomic subsidy for 
1986/87 are summarized in Table lE.l. It is inteffesting to note that if 
the unit subsidies for each type (If fertilizer are multiplied by total 
quantities sold in 1986/87, a negative subsidy of Tk.7S million 
emerges, which is presumably a transfer to the domestic fertilizer 
production industry. 



Tuble E.1: Estimated Economic Subsidy on Fertilizer, 
June 1987 

International prices 
8a9ging Cost 
Freight 
Bord'i!r Price 

Border price b 

Distribution Cost 
Unit Economic Cost 
Ex-PDP Sale Price c 

Unit Subsidy 
Rate of Economic Subsidy 

Urea TSP PIP 

------USS/ton------
124 126 70 

o 23 ?3 
o 

124 
22 

171 
22 

115 

- - - - - - T k./ t on·' - - - -
3,844 5,301 3,365 

550 550 550 
4,394 
4,800 

-406 
-9.2% 

5,851 
5,000 

851 
14.4% 

4,115 
4,000 

115 
2.8% 

Source: Internal World Bank estimates 

8Average international market prices, 1986-88 
bEXchange rate approximately US$1 : Tk.l1 
clncluding dealer margin of Tk.2l5/ton 

Fertilizer subsidy is a much-debated issue in Bangladesh. 
Arguments for and against subsidies are documented in a number of 
studies with IFPRI (1985) being a good anaIY!iis. Hhtoricnlly, the 
case for subsidy withdrawal was argued hom two considerations: (1) 
the budgetary burden is too heal'Y for the BDG and (2) the savings from 
the subsidy withdrawal could be used more efficiently elsewhere within 
the agricultural sector, such as irrigation development or output 
price support. In reality, reduction in the fertilizer subsidy has 
been followed by a sharp decline in the government's investment in the 
agriculture sector, both in absolute and relative terms. 

Are the savings being utilized in a more productive and socially
efficient manner elsewhere in the economy? The answer is difficult to 
determine because the BDG has not indicated where the budget savings 
have gone. Clearly some of tbe savings are subsidizing indirectly the 
cost-inefficient domestic fertilizer industry (most notably domestic 
TSP production). It is quite possilble tlu~t the foregone output and 
social benefits of fertilizer subsidy have not beul compensated by 
favorable changes elsewhere in the economy. 

so 



PAItT F: 

ORGANIZATION AND MANAGEMENT OF FERTlfLIZER DISTRIBUTION: 

THE ROLES 0.' BAnc, USAID, AND IFDC 

Findings: 

J. BADC has improved national-level fertilizer procurement and 
supply management. Distribution has been streamlined through the PDP 
system and BADC has steadily improved godown management. Regional 
stocking and movement problems remain as well as a serious warehouse 
maintenance problem. 

2. Despite considerable oppositIOn. the project and BADC have 
made fertilizer nU're available. at competitive prices. and even more 
progress could bernade if the private sector continued to expand. In 
addition. modest expenditures for infrastructure improvements at a few 
BADC storage and trallsit siles represent the potential for further 
improvements in fertilizer distribution maJlagemelll. 

3. Although project implementatioll has been slower thall 
anticipated. USAfD/Washington alld USAID/Dhaka have managed FDI-I in all 
adequate fashioll using a COllsellSUS approach to decisiollmaking alld 
management. 

4. The large techllical assistance componellt of FDI-I was 
implemellted primarily by the International Fertilizer Development 
Center (IF DC} whose residelll al/d s/zort-lerm cOl/sultants have provided 
technically sound. problem-oriel/led. al/d timely input 10 BADe. 
I F DC / Dhaka has maillt ained good working relat iOl/shi ps with the BDG. the 
Minislry. and BADe thus making fertilizer policy changes tlllainable. 

FDI-I was implemented through the joint effort of the BADC, IFDC, 
and USAID. The principal persons involved in implementation over the 
life of the project are listed in Table F.l. 

BADe Management of Project Implementation 

BADe is a statutory corporation unde·r the Ministry of 
Agriculture. Its principal fUllction is tlhe distribution of 
agricultural inputs--fertilizers, s4;!eds, and irrigation equipment--to 
farmers. BADe is organized into liiH functional areas (wings); Field, 
Supply, Planning, Irrigation, and Finance. Fertilizer procurement and 
distribution is the responsibility of the Member Director (Supply) and 
the General Manager (Supply). 

FDI-I has provided considerable organizational and technical 
a£sistance to BADe. The management improvements provided by the IFDC 
technical assistance team hal'e been in the inter,est of BADe and the 
relevant issue for the el'aluation is whether these Improvements can be 
sustained. It is understood that Ilately there has been a decline in 



Table F.1: Administrative Responsibility for FDI-I, 1979-1988 

USAID Project 
Year Officer 

'979- Dean Alter 
1980 

!FDC-Chief 
of Party'" 
............................. 
John H. Hill 

BADC-General 
Hanager(Supply) 
..... _ .. -_ ..... _------
H.I.M.Howladar 

Secretary of Minister of 
Agriculture Agriculture 
..... _- -- -_ ............................ - .... - .. --_ ...... __ ..... 

A.Z.H.Obaidullah Khan Capt. A. Hal im 

1981 Jonathan Conly Robert Benton H.I.M.Howladar A.S.M.Obaidullah Khan Capt. A. Halim 

1982 Carl Lawhead Robert Benton H.I.JLHowladarl 
Kobbad Hossain 

1983 Carl Lawhead Robert Benton Kobbad Hossain 

1984 Carl Lawhead Robert Benton Kobbad Hossain 

1985 Tom Wilson Kenneth I~oots Kobbad Hossain 

1986 David Schroder Kenneth Moots Far-rukh Ahmed 

1987 David Schroder/ Kenneth Moots Farrukh Ahmed/ 
Ray B. Diamond Kobbad Hossain 

1988 Raymond Renfro Kenneth Moots Kobbad Hossain 

A.M. Anisuzzaman 

A.H. Anisuzzaman 

A.H. Anisuzzaman 

S.A. Hahmol)d 

S.A.Hahmood/ 
A.M.Ani suzzaman 

A.M.Anisuzzaman 

I-1.A. Sayed 

A.Z.M.Obaidullah Khan 

A.Z.I. Obaidullah Khan 

Rear Admiral H.A. Khan 

Capt. A. Hal im/ 
Maj. Gen.M. A. Munim 

Maj.Gen. M.A. Munim/ 
Mirza Ruhul Amin 

Mirza Ruhul Amin/ 
14.14. Mahbubuzzaman 

Maj. G. Mahmudul Kassan 

'" Technical Assistance was under FD\-\ to February 28, 1987, FD\-\\ Technical Assistance 
began ~~arch 1, 1987. 

staff morale and discipline. The quality of staff work and level of 
management input necessary for smooth functioning is not ah ... ays 
forthcoming. The system already established is not strictly being 
followed. It is also noticeable that in recent years much of the 
analytical and planning work and even some routine work of the 
ferilizer division has been performed by the IFDC tt:~am. This is not a 
desirable trend. BADe should ble encouraged to de\'elop in-house 
management resources and not b4:come too dependent on the IFDC 
consultant team. 

Procurement Management Svsteml--During the life of FDI-I, BADC has 
been the sole BDG agency responsilule for procurement and distribution 
of fertilizers in Bangladesh (excepting ammonium sulfate which is 
procured separately for the tea estates). 

Procurement planning is a critical element of BADe's fertilizer 
operation. It involves (a) reascnably accurate demand anticipation. 
and (b) careful scheduling of lifting from local factories and import 
arrivals so that supply matches demand. It is a difficult task, more 
so because BADC has to coordinate uhe 'mport proglJ"am with a number of 
donors. Taking the 1980s as a whol,~, BADC's performance shows a mixed 
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record. There were two periods of acute scarcity--the winter of 
1981/82 and the second half of 19841. The scarcit~1 became so severe in 
November 1984 that farmers In some areas were reported to have paid as 
much as 60-100% higher than nOfmal prices. Thel'c were also some 
periods of oversupply leading to large accumulation of stocks in 
BADC's godowns and DCle factories. Supply was DorMal during the rest 
of the period. 

It must be stated that BADe is gware of its responsibility and 
has been making efforts to improv(~ procurement pbinning. The sales 
forecasting system has been refined. Production of local factories is 
clo~ely monitored and import program updated on a monthly basis to 
a('comoda te changes in sales and 10ICai prod uetion. Closer coordina Hon 
with DCIC and donor agencies has also been achieved. 

Distribution Management--Before 1978 ]JADC handled all 
distribution and marketing of fertilizer product throughout the 
country. FDI-I sponsored the establilshment of a New Mari{eting System 
(NMS) within BADe, intending to Blddress the major problems with the 
OMS. The BADe distribution system was sharply attenuated over a phase
in period to consist of ultimately seventy-five POPs. Three IFDC-VSAID 
evaluations of the NMS (1979, 1980, and 1982) plus two extensive 
ou tside examina tions (Engineeri ng Plan ni ng Consultants--1984, Bl DS--
1985). All of these studies concludE!d that to varying degrees, the PDP 
system of distribution-marketing was an improvement over the OMS. 

PDP management by BADe staff has steadily improved. Duties and 
responsibilities of PDP/Transit Point officials are clearly specified 
and the operating procedure codifiled. Much of the credit for system 
improvement should go to IFDe consultants who took the lead in 
studying problems, cl'oiving solutions and codifying these in manuals. 
In particular, two documents, "Procedure Manual for Stock Control and 
Accounting System" and "Godowr. Opl!ration and Maintenance Manual" have 
been of great benefit. Specifically, substantial improvements have 
been made in the following areas: space utiliza&ion, stacking and 
handling of stock, stock records ~lind physical v1erification, inventory 
monitoring, sale records and accounting of sale proceeds, 
standardization of forms and flow of information from the field to 
head office. Cases of staff neglig€!nce and sloppy performance are not 
uncommon, but overall there is vast improl'ement when compared to the 
1970s or early 1980s. One must not, however, ignl[)re the fact that new 
warehouses, spacious office accomodation and staff housing has 
facilitated the change. BADe has made \"ery large investments in 
warehousing and should insist uillon and secure high standard of 
performance from PDP staff. 

Yean-vise fertilizer off-take hom PDPs (also non-PDP warehouses 
where in operation) from 1983/84 to 1986/87 is presented in TabJe F.2. 
When compared with capacity at each location, the warehouse 
utilization picture that emerges is a mixed one. Product throughput 
in 1986/87 was more than 35 times warehouse capacity in two locations 
(Joydebpur, Jhenaidah) and less tluan one in fiH (Maizgaon, Amnura, 
Santahar. Hatiya and Mirzapur), Some warehouses are probably not 
optimally located sites and demand deficiency will constrain their 



utilization to maximum of potenthll. On the othell' hand, additional 
capacity is clearly justified in some PDP's. 

Some PDP distribution management problems remlllined. The stocking 
and inventory control for the PDP and trsn!;it godowns still 
represented a major management challenge to BADC. Wholesalers and 
dealers reported to IFDC that spot shortages occnfrE!d, that they were 
not able to lift desired quantHies or types of fertilizer from 
nearest PDP, and that larger whoh~salers felt it necessary to register 
at two or more PDPs in order to obtain suffilCicll1t stod{s to meet 
customer demands. In addition, the evaluations of the NMS indicated 
that BADC achieved "significant" cost savings lin terms of product 
movement and storage expense thrOfJgh the reduction in the number of 
sales outlets. Further savings are probaLie from reductions in the 
numbers of PDPs. 

Brief field investigations in fDur regions by evaluation team 
members confirm the clear imprOVE!ments of the NMS PDP~distribution 
and markeHng system over the OMS. Wholesalers interviewed in most 
locations indicated strong support for the distribution plans underway 
in FDI-II which allow price discounts fOl' larger ,'olume liftings. IFDC 
unpublished wholesaler surveys indilcate wholesalers are moving product 
substantial distances (in excess of 100 miles) from some BADe godown 
and distribution locations to meet local demands. 

Thus it seems reasonable to conclude 
making its fertilizer procurunent and 
responsive to the supply and d4!mand 
marketing in the early 1980s. 

that FDI-I assisted BADC in 
distribution system more 

factors affecting fertilizer 

Will BADC require additional wareho~se capacity in future? BADC 
argues that substantial additional capacity will be necessary in the 
vcry near future. With a 10% growth in sales, BADC estimates the 
capacity requirement in 1990/91 will be 657,616 tons--an increase of 
over 250,000 tons. 

The evaluation team feels thle answer depends on a number of 
variables. Completion of unoerc(Jlnstruction physical facilities such 
approach roads, railway siding and jetties will certainly add to 
present handling capacity. There is also substantial scope for 
increasing capacity utilizaHon through rationalization of movement 
program and improved turn-round of transport. The most important 
factor will be the market share of TDP wholesalers. Considedng above 
factors and the potential for increasing throughp,ut at existing PDPs, 
it would appear that BADC will n(llt require additional capacity in the 
near future except at two or three locations \-~'he:re it should consider 
leasing needed space. 
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Table F.2: PDP-Yise/Year-Yise Sales and Godown Capacity 
1983/84- - 1986/87 

C.';)pacity 
thme of PDP (In ~IT) 1983/84 

Tejgaon(Aligonj) 1450 
Joydebpur 500 
Kalir Bazar(Khanpur) 2000 
Narsingdi (1& II) 2900 

Munshigonj 2400 
Manikgonj 
Kapasia 
Kaligonj 
Siranjdikhan 

Kishoreganj (Kot.) 
Sararchar 
Kuliarchar 
Bhairab 
Thakurkona 

Sylhet (Kot.) 
Mai zgaon/Chattak 
Sunamgonj 
Sreemongal 
Habigonj 
Saistagonj 
Azmirigonj 
Kulaura 

Rajshahi (KOL) 

tlaogaon 
Atra; 
Nawabgonj 
Rohanpur 
Natore 
Amnura 

Dinajpur (Kot.) 
Parbatipur 
Charkai 
Shibgonj 
Panchaghar 

1600 
400 
1,00 

1000 

6000 
1000 
2400 
4400 

970 

1900 
1200 
3175 

2050 

:-!OO 

5250 
3790 
1500 

13050 
2400 
4000 
~OO 

4000 
8400 

6000 

7400 

6400 
7800 

12500 
4000 

17659 
14403 
15552 

6823 

23122 
1 1547 

3206 

6516 

5728 

16740 
5929 
3680 

16680 
4534 

41 15 

331 

2722 
4647 

6048 
5051 
8394 
2620 

16682 
22498 
10249 

6759 
4858 

208t.4 

1 25 

20742 
10427 
1 1 1 1 0 

13268 

8735 

86/87 Sales 
ACTUAL SALES as % of 

1984/85 1985/86 1986/87 Capacity 

19913 
151 20 
14134 
12025 

20337 
15242 

4576 
5903 
5539 

18102 
7234 
3811 

20966 
783 

7093 
510 

3189 
6213 
6929 
6809 
9549 
4379 

21908 
2234 5 
1 1241 

3440 
9847 

18502 
7008 

22064 
16266 
13466 
15914 

9674 

22139 
9754 

22516 
9660 

6057 
9816 

2248 

19725 
541 

6559 
18408 

5695 

35 I, 4 

5094 

4024 
5320 
821 1 
34 1 5 

18560 
i l, 197 

7840 
3151 
973 ' 

22733 
4152 

1721 7 
5581 

10488 
15223 

8861 

16765 
19907 
16737 
18890 

21459 

14621 

25763 

8432 
25891 

7667 

500 
3867 
5306 

370 
10429 
10721 

4501 

20643 
1 761 1 

9693 
64 t, 0 

11057 

25250 

4505 

16813 
6696 

13346 

18539 

9868 

1156.2% 

3981.4% 
836. 8~~ 
651.3% 

894.1% 

913.8% 

429.3% 

351.3% 
588.4% 

403.5% 

41 .6% 

121 . 7% 
258.8% 
185.0% 
198.6% 
282.8% 
300.0% 

158.1% 
733.7% 

242.3% 
1600.0% 

276.4% 

300.5% 
90. , % 

227.2% 
104.6% 

171.1% 

148.3% 
246.7% 



Tabl(~ F.2 
(co:ltinued): 

86/87 Sales 

Capacity ____________ ~A~C~T~U~A~L~S~A~LES as % of 

Name of PDP (In MT) 1983/84 1984/85 1985/86 1986/87 Capacity 
-_ ........ ----_ ................. _ ....... _ ........... __ ............................. -- ............................... ,.. .. - .... _.- .... ... 

Rangpur (Kot.) 
Gaibandah 
Saidpur 
Kurigram 
Domar 
M. Nagar 
lalmonirhat 

Bogra (Kot.) 

Santahar 

Joypurhat 

850i) 

5600 
5859 
2200 
1497 

12000 
500 

14500 
25000 

4340 
Pabna (Sadar/Ishurdi)5600 
Sirajgonj 6600 
Ullapara 8000 
Shahjadpur 
Raygonj 

Muladuli 

Chittagong(Kot.) 
Sandwip 

Dohazari 
Chakor~a 

Cox's Bazar 
Feni 
Chowmohani 
Hatiya 
Lakshmipur 

Cornilla (Kot.) 
Laksam 
Daudkandi 
B. Baria 
Chandpur 

"aj igonj 

Jamalpur (Kot.) 
Sherpur 
Malendah 

Mymensingh (Kot.) 

Shambuganj 
Goffargaon 

2000 
1000 
5000 

7700 
2400 

3500 
200 

2400 

6500 
3500 
3400 
240C 

9000 
1000 
4000 
6000 

6500 
400 

10500 

600 
5000 

5200 

7200 

2625 

22899 
16774 
17139 

7204 

2813 

5810 

4098 
16e71 

24899 
16943 

8888 
10965 
14408 

6119 

42874 

2369 
12240 
9191 

8018 
9367 
9748 
1085 
6108 

37491 
11992 
20267 
29077 
13137 

9503 

1633 1 

7269 
8319 

1560M 

12467 

6635 

56 

21621 

15034 
24486 

8991 
3164 

7405 

40728 

22591 
21418 
18009 
12747 

1056G 
10824 

7614 
1678 

53946 
3752 
9260 
9607 

834 7 
190 B 1 
11300 

1727 

7980 

43632 
11366 
14132 
37480 

20986 
Closed 

16857 
7437 

13463 

23436 

17624 

10326 

25545 

18457 
18513 
11237 

9578 

47477 

26956 
18627 

6822 
9467 
8588 
4012 

150 
7750 

20757 
2450 

10368 

7727 
15700 
10164 

2192 
6619 

42796 

13780 
30993 
17920 

20515 
9054 

13498 

'7378 
18324 

6776 

26791 
22807 
25855 
11344 

12494 

61876 

24776 
26,s00 

10750 
17050 
25132 
16234 

11591 

32957 

2619 
17855 

12504 

23696 
9042 

2383 
9903 

55293 

24169 

33326 
21338 

29238 
3 

18196 

21009 

20747 

7532 

315.2% 
407.2% 
441.2% 
515.6% 

104.1% 

426.3% 
99. , % 

612.9% 
191.9% 

258.3% 
314.1% 
811.7% 

231.8% 

428.0% 
108.8% 
510.1% 

521.0% 
364.5% 
258.3% 

70.0% 
412.6% 

614.3% 

604.2% 
555.4% 
328.2% 

278.4% 

363.9% 

404.0% 

288.1% 

286.9% 



Name of PDP 

Tangai l 
Mirzapur 
Tepakhola 
Rajbari 
Gopalgonj 
Madaripur 
Takerhat 

Khulna (Sadar) 
Bagerhat 
Satkhira 

Barisal (Sadar) 
Bhola 
Tushkhali+Kaukhali 

Patuakhal iq (Kot.) 
Bargui1a 

Jessore (Kot.) 
Jhenaidah 
Kaligonj 
Magura 
N a r ail 

Kushtia (Sadar) 
Chuadanga 
Meherpur 

Table F.2 
(continued): 

86/87 Sales 
Capacity ______ . ______ A~C~T~U~A~l~S~A,lES as % of 

(In MT) 1983/84 1984/85 1985/86 1986/87 Capacity 

4000 22982 21501 17359 25995 649.3% 

300 1.680 5007 1862 178 59.0% 

4000 8823 8533 125'75 14894 372.3% 

500 1882 2602 
700 845 2591 

1750 611 5 9144 9607 10305 588.8% 

2000 367,S 7071 6091 304.5% 

2500 2775 8008 2018 3544 141. 7% 
550 4651 4096 42"17 4832 878.5% 

3500 12262 14050 12430 21071 602.0% 

7400 6478 11241 8565 11988 162.0% 
9900 9638 8351 13055 16563 1667.3% 
4208 3186 4022 3731 4950 117.6% 

3500 2567 2716 21 i.6 4089 116.8% 
3200 2 <-. !} 5 3236 2672 4212 131.6% 

650,) 22897 28445 20057 30407 467.8% 
500 10870 7889 

5500 1244.1, 15847 17254 22143 402.6% 
2200 5128 9460 9677 1054,S 479.3% 
1500 8644 7339 5960 5627 375.1% 

5300 25394 32339 288"12 33497 632.0% 
7000 1798'7 24240 25874 27263 389.4% 

400 7745 3550 
-------~--- .. ----- ... --- .... - ..... ------ ..... --- .... - ... --- .. - .. --- .... - ... ................... --- ..... - .... -

Source: BADC 
Note: Capacity includes BADC owned plus hired godowns 

BADC Warehouse Maintenance--Poor maintenance of existing 
facilities is a common phenomenon and BADC is no exception. The 
Corporation appears to have neglected regular maintenance though 
demands have so far been few, most godowns being new or recently
built. Problems encountered have included (a) leaking roof joints (b) 
roof cracks (c) floor subsidence :and (d) wall cf31:ks. The procedure 
involved in inspection of damage, quantification of work to be done 
and sanction of funds usua~ly t~kes time and instances of prompt 
action are few. Expenditure on repair and maintenance in recent years 
is presented in Table F.3. 



Table F.3: BADe Expenditures for Repairs and 
Maintenance of Godowns, 1981-1988 

Year Budget Provision Expenditure 

1980-81 2,080,000 570,431 

1981-82 6,500,000 2,666.445 

1982-83 10,877,000 1,767,623 

1983-84 3,606,000 1,041,589 

1984-85 6,604,000 63,443 

1985-86 3,500,000 3,104,637 

1986-87 7,880,000 5,383,329 
1987-88 9,500,000 

Source: BADe 

What is necessary and important is that BAne should attach high 
priority to maintenance of existing facilities nnd evolve a system 
covering both financial and technical constraints. Requirement of 
funds will certainly be larger in future years; calculated at 1 % of 
capital outlay, annual maintenance costs for alU existing warehouses 
will be in excess of Tk 20 million per year. BADe can make provision 
for this under the head 'Repair and maintenance' of its fertilizer 
budget. Alternatively, and preferably, BADe should cost out total 
annual expenditure on warehousing (to include hire charges for rented 
godowns +- repair/maintenance cos1ts of own godowns +- debt servicing 
liability on account of capital construction) and include it a!> 
'warehousing expenses' under incidlental costs. This will reflect true 
costs and at the same time generate funds for debt-servidng. 

Table F.3 also shows that funds allocatedl for repair and 
maintenance was underspent in all years. In our judgment this 
reflects serious procedural and technical conlitraints in executing 
repair/maintenance work. BADe management should carefully analyze the 
problems involved and take remedial measures. 

USAID Management of Project Impleme:ntation 

USAID/Washington has provided $222 million ($] 90 million in 
grants, $32 in loans) in timely financial support of FDI-I. The 
Bangladesh Mission indicates that USAID/W support for the project has 
been sustained throughout the somewhat slow implementation period 
necessary for a policy reform plroject like fDI-1. Prompt decisions 
have been forthcoming from Washington when needed by the Mission on 
amendments and project extensions. 

USAID/Dhaka has prol"ided a full-time project officer and Foreign 
Service National assistant throufi:hout FDI-1. There haH been six 
different project officers assigned to FDI-I, a fairly high turnonr 
::-ate which has not been helpful to implement.ation. However, these 
officers seem to have made competent contributions to project 
management. The FSN contribution seems to hal'c been particularly 
beneficial to the project through monitoring of the fertilizer supply 
situation and during the policy reform implementation periods. 
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Project management appears to have been carried out in a 
consensus fashion within the M3ssion. The services of the legal 
advisor, the economist, the engineering office, the Food and 
Agriculture Office, and the Director have been utilized in a 
cooperative manner during implementation. 

Although project implementntilln has been slow, especially for the 
NMS aspects of PDI-I, annual work and financial plans appear to have 
been complied with or revised to meet f4!alistic schedules. 

IFDC Technical Assistance 

FDI-I has had a large component of technical assistance. The 
project was implemented over the period 1978-1987 and during the 
er ~ire time the International Fertilizer Development Center (IFDC) was 
the primary technical assistance ,contractor. (Two other engineering 
consulting firms, IECO and A&W, IJifovided assistsl!1ce with the godown 
construction phases of the plroject). IFDC kJrovided resident 
consultants for marketing, distribution, and dealer training. In 
addition, a large Host Country National staff was employed to complete 
special studies and other functions. 

IFDC had ample time to study BADC management practices and 
suggest improvements. In parti,cular, all aspects of fertilizer 
operation were reviewed in detail. lPrincipal mana!~ement assistance was 
provided for NMS eluluation, mark€!ting system planning, organizational 
management, stock accounting and control, logistics, procurement 
planning and management, warehous:e operation and management, dealer 
training, and management informatioIlI. The major IFI>C reports prepared 
under lhe technkal assistance contract are iDcluded ~n Table F.4. 
Most of the IFDC recommendations o III mailagemenl and system improvement 
hal'c been accepted and implemented, eHher partially or full)'. 

The IFDC technical assistancl~ appears to haH bt!en technically 
sound, problem oriented, and tim(!iy. Both long~term and short-term 
consu;tants were alilized to respond to the BADC and USAID requests 
for technical assistance or special studies. The early IFDC fertilizer 
use survey research is technically very sound and is quoted by 
rese~rchcrs and international agencies. However, the more recent joint 
USAID-JFDC farmer survey samples have been so attent!Jated (the 1987/88 
sample was 71 farmers) that result!i are intended only for "indicators" 
and are not statistically rel:abh' for broad genualization. IFDC 
survey research has also been ex)}ensive and not always completely 
responsive to the requested assistance. 

The apparent good working relationships between the IFDC/Dhaka 
team and high Ministry and other lBDG officials has been of particulai 
importance to slJccessful implementation of the policy phases of the 
pr.'->ject. While BADC as an organization has resisted policy changes, 
IFDC has been ablc to maintain 8. good workiGl~ relationship at the 
highest lel'cls with BDG and Ministry officials as well as the Chairmen 
of BADe. 
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Table F.4: Principal Reports Issued By IFDC Technical 
Assistance Team for FDI-I 

Publication Date Report Title 

Febr~ary 1979 A Preliminary Study of the Equity Impact of 
Fertilizer Use in Bangladesh 

March 1979 

July 1979 

July 1979 

October 1979 

March 1980 

Apri l 1980 

t~ay 1980 

May 1980 

January 1981 

February 1981 

March 1981 

July 1981 

July 1981 

November 1981 

Apri l 1982 

Apri l 1982 

Apri l 1982 

May 1982 

First Evaluation of New Marketing System 

BADC Dealer Training Program as Proposed by IFDC 

A Review of BADC's 1979-80 Import Program 

The Cost Impact of the NMS in the Chittagong 
Division 

A Macro Study of Fertilizer Reuirement for the 
Second and Third Five-Year Plan Periods for 
Banglades:, 

A Macro Study of Fertilizer Requirement for the 
Second and Third Five-Year Plan Periods for Bangladesh 

Second Evaluation of the New Marketing System 

Equity Effects of Fertilizer Use in Bangladesh 

A Review of BADC's Marketing and Distribution Costs 

Procedure Manual for stock Control and Accounting 
System 

Seminar on Bangladesh Fertilizer Supply and Use 
Pol icy 

Review of the Fertilizer Distribution and Handling 
System in Bangladesh 

Sinc-Sulphur Deficiency Strategy in Bangladesh 

Fertilizer Godown Operation and Maintenance Manual 

Third Evaluation of the NMS 

Agricultural Production, Fert;lizer Use, and Equity 
Consideration'-Results and Analysis of Farm Survey 
Data, 1979/80, Bangladesh 

fertilizer Bulk Import Program for BADC 

A Guide to Process and Analyze the Bangladesh 
Fertilizer Equity Study Data 
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Table F.4 
(continued) 

Publication Date Report Title 

June, Aug.1982 Statistical Summaries of Equity Study Data 
May 1983 

July 1982 BADC Dealer Development Program for 198~-83 

July 1982 

September 1982 

September 1982 

October 1982 

December 1982 

1982-1986 

1982-1986 

January 1983 

January 1993 

May 1<i83 

May 1983 

June 1983 

July 1983 
August 1984 
June 1985 

December 1983 

February 1984 

August 1984 

July 1985 

September 1986 

Abbrevi9ted BADC Supply Wing Marketing Plan, FY82/83 

Bangladesh Policy Options for Development of the 
Fertilizer Sector 

BADC Fertilizer Dealer Manual 

A Review of the long-Term Fertilizer Storage and 
Transport Requirements 

Proposed BADC Fertilizer Division Reorganization 

Annual Fertilizer Movement Plans and Least Cost 
Routing Guides 

Monthly Farmers Survey Reports 

Fertilizer Procurement Policy 

Review of Alternatives and Recommendations for 
Using Phosphogypsum as an Agricultural Sulfur 
Source for Bangladesh 

BADC In-Kind Credit Program 

Ferti lizer Association Bylaws--A Guide 

Fertilizer Dealer Credit Review and Recommendations 

Annual Fertilizer Year Marketing Plans 

Monitoring Fertilizer Price, Availability, and 
auality in Developing Countries--The Case of 
Bangladesh 

Agricultural Production Salesmen 

Fertilizer Price Deregulation and Public 
Policy--The Case of Bangladesh 

Proceedings of National Workshop on Fertilizer N 
Deep Placement for Rice 

Banglasdesh Farmer Profile (draft) 
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APPENDIX 1 

FDI-' FiNAL EVALUATION SCOPE OF WORK 

The evaluation will be divided into six parts which cut across 
all 8epects of project activities. The following key questions will be 

addressed by the evaluation team: 

A. Key Questions Related to Projflct Acitivities.: 

1. Has the project increased the availability of fertilizer as 
well as use by the small farmers? In addition, are the levels and 

rat e S 0 fin c rca s e i f. fer til i z e r use by sma I I far mer s (l e sst han 2. 5 
acres) consistent with equity of objectives and design projections? 

2. As 
efficiently 

rice, wheat 

a result of the project 
used to increase production 

and vegetables? 

i s 
of 

fer til i z e r 
basic food 

being more 
crops such as 

3. Has the project 
efficiency of the retail 

resulted in 
fertilizer 

these improvements be sustained? 

improvements 
distribution 

in supply, use and 
system? If so, can 

4. Where identifiable, what have been thEl direct and indirect 
costs and benefits of this projE~ct such as the cost of subsidies, 
avai lability of fertilizer materials in remote areas, increased 

employment opportunities in the private sector, etc.? 

5. Under the New Marketing 

influenced fertilizer sales? What 

each of these factors? 

System, what major factors have 

have been the probable effects of 

a.Specific Questions ~elating to Outputs: 

The inputs for this project include technical assistance, 
training, commodities, and construction. The central issue of 
this part of the evaluation conr:erns how well the project has 

per for m e d 0 v edt h e LOP and II hat nee d s t 0 bee a r r i e d 0 u t t 0 

further enhance the performance during implementation of FDI-I I. 
With respect to achievements of project outputs, the evaluation 
team needs to address the following questions: 

1. Assess project progress and impact since the last mid-term 

project ,"valuation in relation to project objectives and compliance 
with annual work and financial plans. Identify major implementation 
bottlenecks which have delayed execution and recommend actions 
necessary to project and the time frame required for implementing 
these actions. 

2. Where the project's physical output targets (i.e. warehouse 

construction phase II and I I I and ferti lizer and seed imports) 
achieved on time, within expected costs, and integrated in such a way 
as to increase the availability of fertilizer 



Appendix 

necessary for the development of an effective private retai 
fertilizer distribution and supply system? 

3. Was the management system for ferti lizer procurement and 
distribution to PDP's adequate and responsive to supply and demand 
signals (assuming information regarding supply and demand signals is 
avai lable)? 

4. Does the crop/fertilizer pricing structure, distribution 
network, and regulatory system produce adequate incentives for private 
enterpreneurs to expand further the retail distribution subsystem? 

5. Is there evidence to indicate that the inputs to the project 
have made a significant contribution to improvElments in fertilizer 
consumption and distribution? 

6. Has the system of private wholesaling and retai ling ~f 

fertilizer continued to expand since 1982 (i.e. increase in the number 
of wholesale and retail dealers; volume of fertilizer handlet:! by the 
private sector ~Jholesalers and re,tai lers; and the private sectors 
share of the total fertilizer market)? 

7. Since the retail price has. been decontrolled in the country, 
what has been the effect on the consumer price, service and 
availability of fertilizer to farmers? Is there evidence that the 
shift to private retailing has resulted in small-scale farmers, cash 
renters, and sharecroppers maintaining or improving their access and 
use of fertilizer at "equitable" costs. 

8. Assess the effectiveness of BADC dealer 
supported by this project. Identify cases 

development training 
in which the dealer 

led to adoption of training program supported by this project has 
improved management/business practices by retai I 
which has resulted in increased services to the 
private handling and storage of fertilizer, and 
incomes. 

9. What impact has the FOI - I 
distribution and marketing system? 
address present contraints/weakness 
II project? 

fertilizer dealers 
farmer, increased 
increased dealer 

project had on the ferti lizer 
What actions are necessary to 

in the implementation of the FDI-

C. Specific Questions Relating to Purpose Level Assessment: 

The purpose of the FDI-I project is to increase fertil izer 
use on an equitable basis. Achievement of this purpose requires 
the removal of supply side have been inadequate ferti lizer 
imports and low domestic production of urea; inefficient 
distribution system; availability of dealer credit and 
informational restraints on private ferti tizer retai lers; and the 
limited number of private fertilizer wholesalers. On the demand 
side inadequate incentives to the adoption of high yielding 

\' I, 

\ \ 
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varieties and irrigation technology (during the 
inadequate input/output price ratios, fertilizer 

Boro season), 
packaging and 

retail services, and the lack of 
information have been major constraints 

appropriate production 
to the increased use of 

ferti lizer by small-scale farmers_ The evaluation team i s 
required to address the following questions: 

the national 

supply, the 

level 

timely 
1. Is there evidence that the increase in 

supply of fertilizer has increased the quantity of 
availability of fertilizer to small-scale farmers and to the more 

remote areas of the country? 

2. Is there evidence that the' cost/benefit ratio of fertilizE:r 

encourages fa:-mers to increase fertilizer use in a manner that is 

consistent with the targets set by the Bangladesh Government? 

3. Are production costs 
fertilizer exceed the marginal 
fertilizer use? 

such that 
value of 

the unsubsidized costs 
production attributable 

of 
to 

4. Is there evidence that the adoption 
inputs (i.e. HYVs, irrigation, pesticid'?s, 

of other agricultural 
etc.) affected the 

consumption and/or use of fertilizer materials? 

O. Specific Questions Related to Goal Level Assessment: 

The FOI-I project 

production, especially 
brought about through 

goal 

by 

the 

is to increase domestic food 
small-scale farmers. This is 
increi3sed avai labi l i ty of HYV 

grain 
being 

seeds, 
irrigation equipment, dealer credit, fertilizer materials, 
information on agriculture input use, improved policy 
environment, and favorable input/output price ratios. The 
evaluation team is required to address the following questions: 

1. Is there evidence of a positive relationship between the 
project purpose (increased fertili;~er 

food production (goal) for the various 
availability) 
food crops? 

and expansion of 

2. Is 
production, 

i r rig a t ion 

cancelled 

supplies? 

there evidence that other constraints to increased food 
especially by small-scale farmers, such as the lack of 

facilities, and improved seeds and credit, have not 

out the positive effe'ctives of increased fertilizer 

E.Specific Questions Related to Long Term Obiectives: 

1. Is the BOG continuing to remove fertilizer subsidies and 
increase the private sector's roll~ and market share in fertilizer 

distribution and marketing in a manner consistent with improving 
efficiency of resource alloo;ation and market performance? How has 
this project influenced these policy changes? 

" 
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2. Is there El reasonable probability that supply and management 
improvements introduced by this project will be sustained upon 
completion of the project? 

F.Specific Questions Related to Project Management Effectiveness: 

this level will focus on Assessment at 

implementation, 
distribution and 

and support services to 
project 

the 
includes 

management, 
fer til I z e r 
providing marketing system. This 

relevant and rt:liable support: service to BADe's primary 
distribution points and private fertilizer retailers in servicing 
the fanners. A central issue is whether or not the support 
services provided through the Bangladesh Agricultural Development 
Corporation and Ministry of Agriculture and improving and 
strenqthening the fertilizer distribution and marketing sector, 
in relation to increased agriculture productivity. 

L Did BADC, BOG, USAID/Dhaka and AID/V perform project 
manage~eni functions in a timely and supportive manner? 

2. Assess BADC's role and performance in managing its fertilizer 
facilities (godowns), maintenance, and commodity procurement. 

3. Did the technical assistance teams (i.e. IECO, A&W, IFDC 
perform as expected, with appropriate personnel and in a timely 
manner? 

4. Is there evidence that 
used to identify problems 

adequate monitoring and evaluations 
and issues? Uerle they used to make 

mid-course project corrections as need? 

5. Describe and assess any innovative and effective management 
systems, practices or other interventions, either by A.I.D. or the BOG 
which were introduced in this project that might have application for 
development projects in Bangladesh or elsewhere. 
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Ala 1020·2. lI·n, PROJECT DESIGN SUMMARY 

LOGICAL FRAMEWORK 

ProJect lltla a Number: Fertilizer Distribution Improvement Grant (388-0024) 06 

NARRATIVE SUMMARY 

P\oooram or Sec:t0l' Goal: The broadef objective to 
which thl, proltlct contributes: 

Increased foodgrain prociuction6 especially 
by small farmers. 

ProJect P\wpot.e: 

Increased use of fertilizer on an equiiabls 
basis 

Outputs: 

I. Adequate fertilizers stock in country 

2. incl!'eGseciI feliilizer ~ge capacity 

3. fertilizer Buik Handling end Bogging 

4. New ~etlng Sl)'stem for private dealers 
odop~ed 

inputs: 

BOG 
- Budge~ to BAOOto cover fertilizer production, 

salaries and other operating expenses. 
- Issuance of necessory implementing instruc

tions. 
ABO 
- Grant for systems improvamenh, storage 

construction anel fertilizer imports. 
Other Donors 
Storage construction and fertilizer imports. 

OBJECTIVelY VERIFIAl5l1E INDiCATORS 

MISIlI'IUTI!'\I of GoGI AchI1!1IIl!mmIl: 

Minimum 4 percent annual increase! In 
foodgrain produc~ion em 088 lando 

Minimum 6 percent armuallncreasell in 
foodgrain production em Band holdings 
of 2 acres or len. 

O3nd1t1oft!S ht w!!1 h!d~~ ~ lies ~ 
edlmcd: Emf of ~ ~w. 

15 percent annual Increases on overall 
f~riilizer wies 

Minimum 22'p0rcent aMwllnc~s 
In feriillzf31' salas ~o cuiUvatcml of 
two acres or less 

~I~ of Outp:uta: 

e. Five months invs~~ 

2 .~73000 ~om c01pGcl~ conSl"Nd~ under 
USAiO. ' ''11'' '." ' : It.·r I 

t . . " i\. 

3. 500,000 tons Gnl"looi bagging ~aty 
ens9al!ed. 

4. 8y FY 79 re, CM~ Divllstcn cm1 
by FY 80 for 0ntire country. 

Implomenttltion TorgGt (T'IP3li111d Qu;ntlty' 

BOG 
- Con~inucus arvivals of feuiWzer cumcl~ 

to maintain 5 mon~hs stadt. $-'3S0million 
AiD 
- Systerm ImprovelOO1"it2 $2.5 millien. 

Storage and Bulk Handling $26.5 miVVicm. 
feNilizer purchase $121 vniilion. 

Other Donors 
- lI-250'Tlillion 

.. ~-----

MEANS OF VERIFICATION 

- Ministry of Agriculture productIon flgures 

- Scmp Ie surveys 

- BAIDC o~e ~. 

- SampU0 ~ by consuUilGmo 

MOCq AiD and d<:Nlller~s recc;ods 

- MIX ,.,m ~ Unstradtcm 
- A DO procl1me~ cmd diz'hum!G'It3I'tt ~ 
- BOG budget materials 
- $amp VI!! Surveys 

ANNEX D. 
LIf.of~ 
From FY 78 ., FV 80 

Totti U.s. Fundi", S~iQ JYf' 
Om ~.J!lly • 97 J 

IMPORTANT ASSUMPTIONS 

Aaurnptfona for edtlnlnllDll t/IrIItI: 

- HYV seed available lew moOel"Ote t9"f"''' 
- Plant dIsease and pelt Infectlor. wi~h:-: 

ftOC\nal bounds 
- Weather and nood conditions tt!mp$rt.tL 

throughout the year 
- Irrigation facilitIes available t 'f ....,..,. 

tfJJCPOnslon 

AaumptIoN for edtlnlnl :u..-
- CO'tIp/fertmzer prJce ratio encourage, r 

use among non-owner cultl~ 
- lmtiMlonal credIt becomes awllClble k 

significant ratIo of I'IClIl'"<I'wner cultlvato~ 
- BDG and donors fully realize fertilizer's 
vW~g II'OUe and pnwide determined supporl 

~/4)G'IIIbHh~OIIt~ 

.. A~ c~r dcnov or BOO finc:le;ng . 
~90 ~ion and fertilizer I~. 

- ~Gc favtDiizer pn:duc:tton at proied 
6awBso 

- C~m;r.;f.I CC\lm~VB!'D~ effom 
ccrRiaoooo to bill 0~~1'<10:- -

Am~f~~IL'll'lt't~ 

- ~I'kIEdra; of Go'Iem_l'lr to pl'OYlde n.> 

1b~~toBAOC 
- A 10 ~ funding made available 
- Other donor ccntributions matl!riali%e 



-- ------- .. _---
AID 10 .... 18 IHZI PROJfc:r DIESlGN SUMIIIlARV Life of Projoct: 

From FY 1978 10 FY 1982 
TOI.I U.S. funcJlng S2JS .o09:QO(i 
Oalo Prdp.1lrcd: !~ay 1981 

LOGICAL IFRA!'JlEWORI( 
ANNEX 0 
Pose 1 of 1 

Projca TiIIQ eo Number. l?elttUbelt II)1mitll.'ibutiDa ImPII.'O~1t CZ'liIlIlt (3813-0024) 

NARRATIVE SUMMARY OBJECTIVELY VERifiABLE INDICATORS . MEANS OF VERIFICATION IMI'Orl rANf7..S5U""r'nONS 
PrU£' om 0' Sect .... GoGI: n.. bn>Qc!toI' objcdliw QO ~ 00 Goal Ad\ioWQmllnt: As$umpl,ons for &chicwinQ ~I \irgon: 

..mIdi Wa ~ CQCIuibut=: ~ 4 perceKlt IUlQUlll iAClrQUCiUl1 rt.mil.CiltlQ' of Aarlculturo producti.oll - HYV seed available for IIlOderatc 
IDcreased foodgZ'lliG ",Z'oduction. ill foodgraiD production 00 ill Illlld. f13u~c. . e.xpan!l1oD. 
especially by _!:IU io.ne~Q. - Pla::lt disease Gnd pest 1nfeatotioQ 

1lUn1.l:inml 6 J?Il!rcut IIIIlDUIlIJ increacea 1D BlmaladeGh Burll!Gu of StatisticllI. within QOltl:lal bounds. 
foodglt'llim production 011 land holdinss . - ~~ather and flood conditions 
of 2 Qcr~o or less. Sample aurveYII. itecperate. 

, - lrri8at100 facilit1es available 
for Qoderllta e~pan6ion • 

•. '? 

I'rojoct P\Q,*,,: As",mplio"I for ~chie.ing ""rpolo: 

lllcrcasad WMlI oil fe:rltilil.::ell.' A 00 
eqdt_Ie ~io 

~iti.wts Nt ""iJD indiaJ!C poaPOIEI M: bien 
liC"Imelil: IEn:fi 00 ~CII =:mc.. 

15% ~~ 1nc~G&se in overall 
fartW=el!' ealll0 

- !ACC offt.~0 data 

_ Crop/fertilizer price rstio encour
ages fertilizer use among tenant 
farmers. 

00.1~;: 

1. Me(t,Ulte ferU.u.::er etocful 11m C:CUDtlQ' 

2. ltilc!;<l:asc4 itcltttil::.::: otoroaa CGI?Illo1tf 

3. /1'er&llbell.' mw.I:; ~Usl\a ~ ImssllDm; 
taped!: l7. 

4. lIJee ~1rr.etlea Sl1'<llte!ll Sid !!el!.!.er 
trotaiDa CAC Credit ?rogr~ 0aoptc£. 

S. WI.DC f~s~t 'lIlt'Q1IUn; l!'roSII.'IlII:lI 
1m flilce. 

~ 
BOO; 
=-iu.dSQtary IiiIllocati=. ftc ~0'!10:t' fer:eU!z&r 

~~ll1te1. MDC O~II'QU.DI3 CI.'0ittJ. sn49 
dQUAl4I1r c~il.t ,ro/illrem. 

- lIGGII4lllllC0 of I!MICOIllel&!:J :lmp.ll.~f:!DS 
wtt>~Ucc. • 

AiD: - l1~dDS felt I:lo!lltIrafl:~ eystl'.!t'l 
- ~~1I'~ItCil. otoraaa ~OtlruCU.Q\l1I. 

fc~tlli:0rr ~PCII't0. ~~ ~dl~$ 
f/llCiU.tl1.eo. Mill ~;<l'a!llllt tli:aJAiz:IIll 

Otber Donoll'a - Storage Cc2et~t!cc end 
fertalil.zor ~lttlill. 

22% 6Dmual 1Dc~~ooo ic Ec;ttl1:o: 
oalee tc ~t1vGto:o of t~ 0: 
Ilc~1r GlcrOG. 

~~a!J~In: 
1. 11'111(1: lZI12tM in~tory 

2. 30G.000 tCDQ ca~clty 
wnder Am I! ll.D~:I.A8 

of pboGlpbateo 
COl3DtlNcte.Q 

3. 36&,000 tOQ" b~ed tlDl1W!llly !l!l 
j?Ol:: lti . 

~. MS ~le.m$t~ =.atiow-ar'1.d~ft 
a,Ooo IllMlere ne.:med! c.n' 
a,GOa ~rchae~s fe~tl1iza~ O~ 
credit . 

S. 400 !l'JS!A!dlG end! uppell' level ~-
~~~n ~~miDed • 

imI*:W:O"'UltiM'~ l1!'vl?® I.lNil OWJllaiuvl 

BOC - $SGS 1l!1ll1oa 

, 

m - $20] dlU.ca $rc.nt U-CSQclllII. 
$:llZ cillitcm loon fl'.lrwlc~ 

Other Donors - $756 a1ll!on 

- Secpa l:lUl:'Veyo by COQGult~t 

DADe. AlD. 4eel~rQe records. 

- BADe repo~0 end iD@tructions 

- AID proculI.'~nt mnd dlcburse~t 
recorda. 

- 5DG bud set cator1alo 

- SQmj?ll.c aunol's 

- Credit for fertilizer purch30eo 
becomes ~va1lsble to a signif1ccnt 
proportion of tenant farc~ra. 

- !.IDe 1II'ld donora fully realiul 
ferti11zer'G vital role and 
~rov1de determined support. 

Assumption; lor achiewing OUlputl: 

- Adcq~te financing by BDC ~~ 
other donora for storage cons
truction and fertilizer 1cports. 
DomestiC fertilizer production 
at projected levels. • 

- Government counter-smuggling 
effort~ continue to be effective. 

AsIumptioM for pro";dillll inp.lla: 

- Government budget aupport to BADe 

- AID appropriations as ploaned • . 

- Other dooor aupport cODtiDueo. 
::> 
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APPHJDIX III 

EVALUATION METHODOLOGY 

Final Evalu~tion of the 

Ferti lizer Distribution Improvement-I Project 

(388-0024) 

The PLJrpose of this final evaluation of the Ferti lizer 

Distribution Improvement Project, Phase (FDI-I) is to assess the 

impact of the project on fertilizer availability and use in 

Bangladesh, determine if project performance to date is consistent 

with expectations, and identify actions necessary to sustain and carry 

forward the positive effects of the project in the successor project, 

F D I - I I • 

The evaluation was was conducted by two consultants from The 

Southeast Consortium for International Development, Dr. Craig L. 

Infanger (Team leader) and Dr. Raymond ~J. Hooker, and ~Ir. A. Samad, 

private consultant in Dhaka. Unfortunately, during the term of the 

evaluation the original team leader, Dr. Hooker, was medically 

evacuated from Bangladesh. Dr. Invanger became Team Leader. The in

country portion of the evaluation took place from April 12-June 5, 

1988. 

The implementing agency, the Bangladesh ~gricuitural Development 

Corporation, designated four senior management officers to assist the 

Team in the evaluation: A.K.M. Shahjahan, Chief, Monitoring and 

Evaluation; Mofazzal Hossain, Manager, Purchasing Division; Giasuddin 

Ahmed, Manager, Dealer DeveloPQent and Training; Atiqur Rahman, Joint 

Controller of Accounts, These officers assis.ted in field trip 

planning, participated in two field trips and interviews, collected 

requested data, and supplied the team with BADC comments and responses 

to evaluation scope of work questions. 

In separate meetings the Team met l4ith the Secretary of the 
Division of Agriculture, Hr. tL A. SyeJ, and with the Chairman of 

BADe, Mr. A.Z.M. Nasiruddin, as well as the lead BOG counterpart for 
FOI-I, ~1r. Ma:1nan Bhuiya, f~ember Director (Supply). The terms of 
reference and general approach were discussed and BADe input was 

solicited. 

The 27-question terms of reference (Appendix I) supplied to the 

Team was discussed in length Hith the USAID projl~ct officer, Dr. Ray 

Renfro. Due to the limited available time, a priority scheme was 

developed which divided the questions into high, medium, and low 

priority. The bulk of the Team's time and effort was then devoted to 

the high priority (A.1, A.2, A.3, B.5, B.6, B.7, B_9, C.1, C.2. C.3, 

0.1) and medium priority (A.5, B.1, B.3, B.8, C.4, 0.2, E.1, E.2, F.1, 

F.2, F.4, F.5) questions although every question was addressed in the 

final report. 
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The Team reviewed the pertinent US/dO files, project documents, 
prior internal evaluations, published and unpublished studies produced 
by the project, and the mid-term evaluation. The Mission also provided 
primary farmer survey data collected in cooperation with IFOC tor the 
most recent Rabi/Boro season (See Note tt1). Pri()r to the arrival of 
the evaluation team, the Project Manager and Mission Evaluation 
Officer also requested additional detailed data tables from IFDe from 
farmer surveys done in 1985/86 in order to facilitate trend 
indications for fertilizer use (See Note #2). The Team also obtained 
severa: related studies completE!d by other BOG agencies, private 
consultants, and international agencies. These information sources 
covered the years 1978-1988 and are listed in App~ndix IV. 

The Team met with the resident technical assistance team for the 
project: Mr. Ken ~loots (Chief of Party), Dr. YIlO Chuang, and Dr. Ray 
Diamond, all from the International Fertilizer Development Center, 
Muscle Shoals, Alabama. The lFDC team supplied the Evaluation Team 
with data, relevant ~<udies, and other materials from the IFoe 
library. In addition, IFOC cooperated fully in the evaluation and was 
kind enough to supply resource people and transportation for some of 
the field visits. 

In order to 
within the limited 
activities: 

assess the p£rformance and irnpact of the project 
time available, the Team undertook the following 

(1) Preparation of a rapid reconnaissance survey (attached) for 
use during site visits and interviews of government officials and 
randomly selected ferti lizer wholesalers and dealers; 

(2) Site visits to observe different regions of Bangladesh and 
different aspects of the production and marketing channel for 
ferti lizer. Ultimately, Team members were able to undertake four trips 
(map attached) including visits to the fertilizer production faci lity 
at Chittagong; the TOPs at Narayanganj, Shiromoni and Saghabari; POPs 
at Comilla, Parbatipur, Oohazari, and Chittag(lng. At the special 
request of the Secretary of Agriculture and the Director of 
USAIO/Dhaka, the Team also visited Khulna and Gopalganj to examine 
more closely the issue of fertilizer availability in remote areas. 
BADC and other government officials were interviewed during each trip. 
Interviews were conducted with over 40 randomly selected wholesalers, 
dealers and fermers from different locations; 

(3) Interviews with all USAIO/Ohaka agricultural officers having 
any experience with the project; the USAIO/Dhaka chief engineer and 
assistant, all members of the TA Team including host country 
nationals, and senior BADC management; 

(4) Analysis of farmer survey data 
1980/81/82, and 1985/86; the additional data 

from IFOC for 
tables supplied 

1979/80, 

by I F 0 C 
for the 1985/86 Boro season survey, and the primary data from survey 
of an attenuated sample of farmers in four districts undertaken by the 
Mission and !FDC/Dhaka during the most recent Boro season; 
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(5) Identiflcation of key indicators for each of the high and 
medium priority questions in order to isolate, identify and evaluate 
the life-of-project imp~cts, progress, and constraints; 

(6) Upon the basis of a preponderance of the evidence, the 
preparation of a written executive summelry of findings, 
recommendations, and lessons learned and a main evaluation report and 
supporting appendices; and 

(7) Presentation of the preliminary executive 
report in an oral briefing for USAIO, BADC, IFDC, 
Agriculture (June 4); 

summary and draft 
and the Ministry of 

( 8 ) 

received 
(recieved 
report. 

Revision 
at oral 
June 30, 

of preliminary draft report subject to 
briefings and official BADe written 
copy attached). Preparation of final 

NOTES ON SOURCES OF PRIMARY DATA 

comments 
comments 

evaluation 

Note li: Just prior to the arrival of the EVllluation Team, USAID 
implemented an attentuated farmer survey with the assistance of 
IFDC/Dhaka. The purpose was to obt_in recent information on ferti lizer 
use f r .. ' far mer s who had bee n sur ve )' e din the pre v lou s I F Des u r v e y s 0 f 

1979/80, 1980/81, 1982, and 1986/86. The sample was 71 farmers, drawn 
randomly by IFDC from the previous farmers In the earlier IFDC surveys 
of villages in four locations: Rangpur/Kurigram, Tangail/~1adhupur, 

Cox's Bazar/R9mu, and Jessore/Jhikargacha. The distribution of sample 
farmers by farm size category (defined by the evaluation team) in this 
survey was: 

Farm S i z e al 
District Sma I I Hedium Large Tot a L 

Rangpur 7 6 3 16 

Tangai l 4 5 9 18 

Cox's B a z ::. r 5 8 7 20 

Jessore 7 6 4 17 

TOTAL: 23 25 23 71 

~I Farm size classes are: Small=O-2.5 acres, 
Medlum=2.6-5.0 acres, and Large, greater than 5.0 acres. 

This survey was 
enumerators trained 
(copy attached) was 

conducted during the 1987/88 Rabi/Boro season by 
and supervised by IFDC/Dhaka. The qu~stionnaire 

developed by the Mission Evaluation Officer and 
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the Project f4ansger and represents an adapted and slightly expanded 
version of the previous IFDC questionnaires. 

The raw data were coded by the USAID Project Manager and made 
available to the Evaluation Team aB raw primary data on diskette. The 
TF~m engaged Unidev Computer Solutions of Dhaka to create a data base 
and summarize selected portions of the data. When cited in the 
EvaLuation, these survey results are r~ferred to aJS "Unpublished USAID 
Survey Data". 

~ !£: After a ferti lizer sales decline in 1985/86, BADC 
requested that IFDC/Dhaka undertake a survey to update and expand on 
the previous IFDC-BARC studies (1982, 1984) on the equity effects of 
fertilizer use in Bangladesh. This survey collected data from eight 
regions, thirty-two villages, and 921 sample farmers. Results were 
published in the Bangladesh Farmer ~rofile (1986). 

Results of this survey were reported in farm size categories of 
0-1.5 acres, 1.51-3 acres, 3.01-5 acres, and 5.01 and above of land 
owned, operated or cropped. These farm sizl' categories are slightly 
different from the previous categ();"ies used in earlier IFOC survey 
reports. Thus, a request was made to IFDC for print-outs of tables 
from the 1985/86 data base (1) based on the same farm size categories 
of 0-' acre, 1-2.5 acres, 2.5-5 acres, and greater than 5 acres; and 
(2) for farmer data from the same areas included in the most recent 
1987/88 USAID Boro season survey. Data tables arrived from IFDC during 
the term of the evaluation making some time trend comparisons possible 
for fertilizer use rates. 
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QUESTIONS FOR RAPID RECONNAISSANCE FIELD INTERVIEWS 
ON FDI-I EV~LUATION 

For BADC officials: 
-How long have you been the person in charge here? 
-How much Urea, TSP, and MP do you keep in inventory? 
-Are you able to supply fertilizer to all the wholesalers or 

dealers who have come to your godown this year? Last year? 
-How has your marketing changed in the last five years? 
-Over the past 3-4 years, has the number of ~holesalers 

increased? Number of dealers? 
-Does BADe have adequate storage facilities? Excess capacity? 

Does BADe ever cLose godowns? If so, what happens to these godowns? 

For ferti Lizer wholesalers: 
-Where do you lift your ferti lizer supplies? 
-How much fertilizer do you normally lift each time you go to the 

POP/TOP? How many times a year to do lift? How much time does it 
take you to lift at the PDP/TOP? 

-Does the PDP always have as much fertilizer as you want to 
lift? Do they always have the kind of fertilizer you want? 

-Have you ever attended a BADC dealer training meeting? What 
did you like/not like about that training? 

-Do you prefer the TOP over the PDP? 
-What are your biggest problems in fertilizer wholesaling? 
-Over the past 3-4 years, has the number of wholesalers 

increased? Number of dealers? 

For the fertilizer dealers: 
-How long have you been a dealer? HOH many other dealers in 

your village? 
-About how much fertilizer do you sell 
-What is your price for urea? TSP? MP? 

in Bora? 
Prices 

All year? 
last year? 

-Where do you buy your fertilizer supplies? 
-Have you always been able to buy as much fertilizer as you 

need? Are you always able to get the kind of fertilizer you want? 
-Would you rather buy your fertilizer from BADC or from a 

private wholesaler? Why? 
-How do you pay for your ferti~izer? Does your wholesaler 

provide credit? What nature? 
-00 farmers ever ask you about what kind or what amount of 

fertilizer to use on paddy? What do you tell them? 
-Do you evert sell ferti lizer on credit to farmers? 

nature of that credit? 
-Have you ever attended any BADC dealer training? 

like/not like about this training? 

What is the 

What did you 

-Over the past 3-4 years has the number of wholesalers 
increased? Number of dealers? 

-What is your opinion about the quality of services provided by 
wholesalers? Are they doing a better job meeting your needs ~ than 
3-4 years ago? 

-Are retai l dealers doing a better job of meeting farmer needs 
than 3-4 years ago? 
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We have gOJ1e tkrowgn the findi.ngs and r600/'i1"If.md~tiol1.s of 
the draft Preliminary Report vary CCH;,fvtlly cmel w€Mld like to 
offer o~r comments on the same which we think wowld be kelpfwl 
to the evaIH,ator~ in makiHg Qmenaltlel1ts 'In the final reporto Our 

COl7V(1(mt$ ctro QoS followsl-

~ ,':, 'ic.lo~lo 
1. The tiHtiHg of the ovaZl-tat iOI1l wa~ ll~~"'~/f Seven week$' time 
(with Ramadan a~ almost 2 weeks of Etd holiday~) was too short a 
period for 'U1 Bvaluation of (.I project of this type ,mel Ir1ll911itwdoo 

carried OHt iH. t.J nHrry, tke 6valHators i~ likEllly ~o fail in pre." 

Sef1tiHf] f~!l facts i.n their trwe ~'eJrsp8otiveo It may b~ relevant 
to recall tae views of a former Joint secretary, Mini~try of Agri~ 
CHIt ur8 ort the mid""torm loint &va1.uatioJ1 (usa Wid GOB) of the New 

Marketing Systelit (NMS) iH %98:1. He said, 

"'the joint GOB and US GoverrHneYlt evalu.atiol1 was cOf1ciucted 

of'lly in fOWl: weeks time arw! mainly on ~,EH;Of1dClry data 
generated by If DC W1d from other SOHrCHl6o There fore" tho 

fif1C'HMgs of t116 Eval""aeiol1 Report ware extremely limited 
ana diel not address mcmy or the irnportcU1t iS$t.res contained 

iH. t;'le Draft rollow ... on Projoct fDI-lI ~~ubmiteed by USAIDo" 

:?, Methodolp.f1X w8ed was not appropriate to tkis typ~ or project 

which embraces all aspeots of fertilizer distr.ibwtion aHd n~rketing. 
t t ia e vidtmt f rom the rel'o r t (ro f. appemcHx ... X II page a, i tl;Hit"'2) 

that the, tel21n members C8J1tarec:( tkoir vi.sits to TOPs Wid few PDP6 

at Khull1a, 3aghabari, Parbatipwr, Chittaeong, Camilla & Ooha%ario 
except GI trip t.o Gopalgonj, no vilJit was made to rfHftota tuta it1Qcc@ 

6ssib lo areas, Had HIe team visited fJwch areas and Interitiewed 

t.he beMe fic:iaries, speCiQt! 15,<~~~~:~\1I farmers a>td retail clealers, , 

"~\- /\~ " r ~ r, :':! I !. ,"j 
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the fiHaiHg$ would have been diffore»t from tkoGe reflected 
i~ the report. As admitted by the evalu~tors, tke draft raw 
port has been prepared mainly baeing on the secondary data oC 
individwal researchers, grovtPlJla~el1oie43 like IFDC' o.nd US/UO ,~: 

whose partioipatio~ il1 t.hrJ evahwtioh was eat'lier opposed by 
AID cHtthority 011 the gfowHd of m&1k.il1g the report an imparti.al 

OJ1e (Raf. USAI0 letter elated pdy 19,1987). It woJ,.tlc{ have 

beeJ1 more reliable aM pragmatic p if the req~rired strefHi and 
emphasis were givot1 011 the primary data to bel collected thrCHtgh 

iHtcrviews, 

3. Most of the fil1diJ1.(Js have beel1 made dit'ected towards 

l~f QYJL~~ il1trQdMCea wnder tke FDI~II wki~! came into force 
with effect from ]wly, 8'10 It was !!Jtirely cllitsiJiftJ1.e scoR! 
of PDI.., I (Re f. para 6 and "3 0 f the p r incipt1 it f i ... uH,J1fjs eI~ 

para 6 of tho recomfflandaticH1 of the ExacJ.(tivE~ sumrraryL Ref
erel1ce to the TDP system should tiot have bee'" thereo 

4. We f~dly EHtdor~e the views of the evall{ators when they 

appreciate the completiOI1 of tke WQ?"ehoHse£o However, Piwmber.s 
nsed be corrected, GocloWH capac'ity for PhaS.~pII showld be 
1,6.?,OOO 'NoT in place of 1,65,000 MT, NowherE~ the 6vah<atots 

haYti specifically mSl1tiol1sd the w1it cost of the goctowl1S whian 

"vas bHilt Ort the recommendations of the cO;'1lHtltants &4l1der 

NatioHal Pertilizer storage plan. The godow~s kave been 
built taking a6si$tance from the Netherlal1as, borrowing from 
t he I 0..1\, ADl3, ate 0 

5. Tke evaluator; observed "little ot the cwrrent storage 
capacity is suitable for lOHg term stor~ge @f bQggea fertili~ 
:zer$o" The evaluat.ors c,,~ld nav'9 mentioned tht:Jt tkese costly 
godo~s were constrwcted 
o f CO)1 S HIt ant s • 
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6. Somo of the storages have not yet been put-into opet'atiot1 

fwlly. We CaHl10t C2gree with the EJvalM,ators' t)IHgg$stioH for tiiQ! .... 
eosqL of a~Jail1 QOdOY.t1! oOilstru.c:ted with tJ-16 FOI fWid. Statis ... 
tical eviasl1ce provided W1der apptH1dix table.",IV of the draft 

report cleArly indicates tnat the storage space iH at least 12 

POP$ naed be increased to !fleet iJ1creasea salest iii the cotrdlifj 

years. Goao\U1s ct-trret1tly under s-ttilized will shortly he Htit'izeld 
to tho hdl capacityo 

70 findings wowld havo beet1 more acceptable to the readers, 
if the list of the persons il1torvi.ewed laJid the qWJstioMl1aire 

~secl cOI,dd have been apPeHded to the ropo rt 0 

pHrpose statil1g tno project objectives, goals and policy reform$o 
It WOH lel havo beem more appropritl C;e and p"'t'po~efHI (I if the detaite 

of tho pZCi.~tf1ud fil1C!l1ciaI ol-<tlay av.a act~11 expenciitl-ft'6 cOl-LId kave 

beaM comp~ red. 

9. Key porsof1~el in~charea of tHo 6xecweirn1 of project have 
Hot beeH cortGl4lted or disCH8S6d o I f the cOHcerneci persoKI161 of 

the Corporatiol1 and other agartCitHI i~tvolved in the project and 
tka leaders of pl-Cblia opinioH COJ..ild kave given the opportWtity 
to express their opiMio~ and had those b60n reflected in the 
repcn"t, that woJ-tld kave made the report a tr~H~ reflectiof1 of 
facto 0 

10. The ~eleotion of @xpatriate and BaHglad~$hi consultants 
wae made witaout the customary referoHoe to tke BADe. That w"s 
dOHG without any refersHca to tho earlief agreem~t betwa6h the 

USAID at1a BADC o (R~f. Zetter of Di.reotot', Food Mel Agricl4ItHt'9 

office of USAZD dated IHly ~~~ 1~87 aaaressod to Caairma~,BADC 
attci the disCHSS io~ 0 f t he moe t ing wi t h the CkcdrrllW1 «at. ad Ap r i I 

:;6, '!.p88), 
.• . f 

" "':'" ... .. 

I . '\ 
.. , ' . 

~ . , I . 
(/ :. f 

I ' :. ~ "... I , 
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l1. Availabilttl of fertiliz8r$ has inCr6Q$Oa no dowbt. 
BHt the Goal has Hot been Qcni('J\1(!1d. Swrveytl aHd market ISwr

YBillaJ1ce Gl10W that farmers in remote Md iHtaccessible arecu; 
pay fa. 8 and ~s more per n~kHd for Urea aHd TSP re~pectively 

(Ref. page 21, last parQJ. 

~~o Par aCre wse of fertilizers i$ 5till vary low. There 
is extreme variatiort iH different regiO'¥ts. of the C(Hmtry. 
This variat ion is again bactufee variation of crop variet,)'o 

farmar$ Hsa tertilizere il1 almost in 100% of the HYV Bora o.Hd 
large psrcentage for HYV Amal1 and certait1 variet ies 0 f cash 

crop lika tobaccos Bwt they hardly Hse fertilizers in local 
BorD, Aus, rainfed AmaH aHd Pwlse~. It may be Hoted here that, 
if fertilizer C()i1$\.v'1l'tio~ throl-tghovtt the CO~Hltt'y cOL,del be raised 

to the level of Boera (~983",,84) dis trict, tottAl consumption 

wOHld i~crea~e to 2083 m.te 

13. THs evalwatot's kave correct ly assessed tktt t the avail" ... 
bility of f6rtili2er~ and the pric~ paid by the farmers il1 the 
remote ~reas i~ a matter oE concern to the BADC 9 It is ao 
b6CtlHSe the BADe has ~ mandatory responsibility in that rS$pect o 

1.4. !rJJE!ljf~JL='''',s!'.. more .f..t!ttJJ V,Str tJlf!!l. the rick/bJ_2. 
larmer'S de,sp.it,eO',f8rtjlt~t-.Rti.£~ ,if1,qreas,!& Tlii6 may be stat'ls.,; 

tical1y correcto We d~ not understand how the FDI-1 can be 
givel1 credit (or tJd.sl) under a $Hb5istct~oe eccmomy like !-is, 

farmers being havfl1ted by the dearth of foodgrail1s ana nave got 

110 other alternative bwe to produco extra buskol of foodgrail1 
tkroHgh increased usa of f~rtilizer8$ They kava been doing 
so prior to i"trod~ctioH of ~Dl~1 and thBy wQwld be aoiHg 60 
eVa1 after the POI-II. This ha$ bee" amply proved by DroMakboob 
in his res~arch findings where he statoa that the use of f€l~"'" 

tilizeri:; by small farmerlii has been awe to (i) ~ecossityl' (it) 

eli f htslon, O~ the J-CS8 0 f lv'l1eat cmd paddy crops, (i i i) itt te.u.dve 
uta of la"d for vegetabla, (tv) rapid increase in tho propor~ 

tioJ1 of Clt'ca W1der hignly farf"Tlz:{:;~h:~QHGiVe crops 8J..1ch as 
I/. 1""-_ ... . ~. ~ 
! :'.( . <:\\\ 
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HYV paddy, wkeat and mwstcard 'ina fi.p.1C~11y iv) 0xlH~n$iol1 of irri
gat 1.011 faa iIi t i.e.s. Tko eVaZMtI tot'.s COl>{ tel tla ve of ted these reason $ 

while stating tke 3tatws of WGO by small fa~erG& 

15. The Qohieverool1t of .!~t.~nKttl ... ..s~tl1 o( foodgrain pro"" 
dwction as shown in Table Ae 6 of the report has been v.od<ed out 
based OH the estimatea from U:~/U[)/Dht1ka. Th:'6 CJchievemont CQHHOt 

be attributed to FDI altH10 0 Fertiiizer cCWLsum,ptioJ1 is greatly 
inflwBJ1ced by the variQblE18 l·tke $eed, irr.igaticm water,acreage 

W1der HYV, improved cwltwraI practices and weaHter. 

%6. It h.as been stated i~ tne report that agricultwral pro ... 
due t iOf1 leve Is kave beel1 each ilSl ved as per l'IGlI1t1ed targe t 6 bJ..tt. the 
reasons for the slow Growth kave not bee~ mentioned HQr they 
have idef1ti.fi~ct9 Tke AgricwleJ..tre St1ctor Revi6w TeQm, Wider tke 

leadership of Prof. lwe't Faalat1el, has besI1 Emtrw5tea to i.d~ntify 
the rea$(Jl1s for $tO}'l growth. In the opivdon.of the Team the 
witkdrCfWaI of fe-r:ti lizer 6ubsidy, to Cl o't'llfJat extent, ha$ COJ1"" 

tributed to the slHggish growth of the ayricwltHre $ectot'. The 
fssearchers, economists, potiticianQ, $oci~l $cientista Ql'ld 

jo~rnalists 9 majority ot them holds the viows that the whole~ 
saZe privati$atiof1 of fertilizer, irrigt'dticH'l. fHI14ipment altd 
pe$ticides has resulted in tffi& slow growth of the tloricwltwre 
sector. 

ii. Only statistical Hwmber~ of impo~tG without reference 

to pricas are fft6aniHf}1~Gso In 1983-84 a q).«lntity of 26,1.95 MT 

fertilizers v~s i~ported WHder FOI~I at Q price of us $ 24~o96 

per MT ~mdel" us 'flag V6IH;E11 when the pre'Valeht intet'l1aticmal 

mar1~et p rice was o~t1y cU!'ol4~d us S :015 per MT.. This ~hows how 

costly trw inpwt$ ~ad beeM ~der tke FDI-Io 
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18. "A free market 6x~tem of fertilizer wkoZeoaling and 

retailittg has slowly bee~ established l1atioJ1wid~" CR@f"page 23J 
is Hot trwa. Tke report itself has admitt~d that no godown 
space has been cOt1strwcted by the private G6ctor nor they are 
capable of nandliHg larger qM~tity of fartili~e~s without 
massive credit awpport from the pwblic sectoro 

:l0. 1f!l1e New Marketinq system represel,tiSIW1 improvement 
2=vC!t' the o~~ .. t COnG611SUS IAre not there on this point 0 f'mdi,'ggs 
of Mt'9 A. Quttshetn, i'1 Hds re"ard are relevaMt and reprodMc@d 
balowl 

( i) BADe·',s i!'ethtct ion 0 { sa Ie can tr"s wi t h tne 
introdMatio~ of NMS has adv@r~ely afEected 
fert11i~~r sa196 in 3aHgladesko 

( i i) 

( iii) 

A new clQ$s of ontrepreneurs hal emerged ~t th~ 
co~t of p~tt.Y rl.(ral dealers depriviJ1g the rw.rtll 
eector of tke beMefi~ of fertili~er bW9ine~$, 
and 

Mark~t price iG Mot in general lower tkaH the 
official price and eVGn aft~r the introdwctioM 
of NMS fe~eili~a~ price at g~owers level rise 
in the peak $CaSQH aHd at time$ sc~rcity of 

6WPP IV 0 

20. View6 of insp@ction team of tke Minietry of rf~anco i~ 

rolev~1t i~ tkis cOKtext o Tha report says that the efficacy 
of the NMS is yet to be ee6t0t~ particwt'lrl.y in ta .skort ~t.ipply 

sihtat·iol1 Q6 it has left no $c:opo for priG;c cant (:'01 at dealer '$ 

laval who may reGort to hotllrding takiH.g acivantaee cd the ~hort 

sHpply positiOil in the market ~ The NMS has QIso Hot worked 

well itt wtder devaIopea tma remote areas where tral16portatiol1 

oKd commW1iaatiol1 faci.lities are iHacleq~at,ao 1M s~ch aretls p 

CUloDC wi 11 have to re~ai~~i.:,~;·;.r~~;ma sale cant res to BJ1SWre 

SHPP 1y 0 { (6 r e il iZ6 r toflr :,l~~~~y~\. Ilt COI1 t ro Iled price. , 



APPENDIX III 

7 

23.. The co oS t 00 fq.)(.:t ri SO 1'1 Wi dB t' the NMS Qij'ld OMS to BADe for 

1. p80-8:. as e va I ua ted by Z FOC i.e gi V8J1 be Z ow I 

NM.'? 
(lol1g t.cm.s) 

sale projects ~,%50,OOO 
1.980-8:. 

ComrnissiOMS 3,43,650,000 
paid 

Di.trict trans~ 10,350,000 
12" r t al1d nand"" 
I il1g co st I) 

Storage costs %6,%00,000 

Inventory IOB~as 33#350,000 

n':,.,._':"I. "~"fll 
~ .. y,,&. .. '-"~ V""lfc::::ae,. 

staff CfHite 

Misc. costs 

IJ1V8Mtor y inhHf~8t 
coets 1,06,950,000 

4,:1.8,600,,000 

CO.(it p(fIr 
1011(1 ta-ts 
.,Jj].~) . 

'" , 

93 

OMS 
(long tons) 

t."t.50,OOO 

Tot Cill CQ~ t 
'''''''"rl'1i (J ) 

62,100,000 

18,400 ,000 

39,100,000 

Cost per 
Iv",!? ton 

(Tkl,L 

54 

16 

34 

R 

From the abov6 p it may bo seen that from the con~ideratio" 

of co,gt al.Go, tktn"o i~ ~i~tle. improV€J~611,t , ·lf1.,t~ NMS o 

22, ~Farmer8prefer N~3 over OMS" is an over8ntkw6iastic 
$tatem91t, Farmers bMY from tho retait6r6~ Tke retailiHg 
system has been in operatioH sinco BADe torok over (tH·tiliz6r 

proet:al~ in 1,,01. Tke NMS has not cha~ged this character o{ 
retailing exceptinG the inductioJ1 of the wholesalers with higher 
commi. Ii iii OM Q)1d 1 imi t ing . ·1;1~rt.ing quo tQ e 

ih' ,-""",,"', ,> 
""'(' " .. ,0".') n· \ ", ' 
~':\ Ii)';,} I )':,i r V 
~'. ~ , '. I L ,·· 
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., ' ... ,.- ~. " 



APPENDIX III 

8 

23_ Nowhere itt the report, the c:fisaclva.!.L~ of the Nil';; ha$ 

been ro (erred Co. C 10 _&-ire 0 f many (rhC!tta) Upaz i La Sa Ie Cel1t rtf;'; 

has reswlted in making ma-t)' experienced BADe staff surpZ\.ts, 

l.aree J'lH"ver of retailers hal5; gDh8 out of bHGinl9ss. Upazila 

Central Co .. operative ASGociaei0I1.1 who I-u;ec;l to retail fertili1.er 

kave to face W1kealthy alia Wifair competi ,twl1 with the private 

sector tradors who hav6 melde 'if) it1Vestment in logistics and 
price deco)ttro I mechani6trl has opei1ad the I:iOOt:' for exploitatiol1 
of the farmers UJ1.d MGel'S tkro/4gh format iOi't of local cartCfl o 

:140 It has not been consid'9red at aJ1y loveZ whether the 
increa$il1g load of more than 400 sale c6nf.ros can be Handled 
by 75 PDP~ ana 10 TDPso I f that was pos$ible, the Food nepal" t-

mBl1t in BaMgladesh would hava operated from silos or Central 
Storage Depot~ (CSD) onlyo It need be remanwered that food 
is ~n essential item reqHiring no sales promotion activitieso 
still the Pood DepartmeMt operates tkro~9n I 

Ca) 

(b) 

( c) 

5 ~()SO of Silos lof total 237,300 
M. T 0 oapa a it yo 

1;1 HoOS o CSDa of tottaI 467,33,0 
M. To CClpt! c i. t j' 0 

622 noso ~SDo of total ~f~47p970 
MoT. capacity, l~cate d a lover 
the C:Ol4nt ryo 

o 
D 
o Locat ad at 
~ strategiC' 

po il1t So 

f6rtilizer rtHfHire8 C:Qil1tiHHOUG proffwticm (itefl1c chal1gelS, 

doseG vary from ol1e mtrG6I· to otlieH'). 

250 Reierel1ce has been made to 1.984 b~lt with erroneO~6 
conalHsions. There has be~ HO aCMts $hort~ge Qt the maoro 
level o Micrg level crisi8 was created by the traders whick 
have been Bvident from the fact~ that fertili%@f sale in that 
ye~r exceeded tns target qManti~y~ 

#~~::~~~~ 
,.... ( . !.~ . '. \ 

_- 1 
Cl- ( ,\.~ " ~ 

,f",' _ r ,.~, <'/"\ 
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26 0 The PDl-l project has m~do little provi~io" for meeting 
lif.{ck perioatc crisos which OCCl-lrG chre to (a) W1Slichedule closure 

of local fQotori~s , Cb) non-~vailability of Qdeq~~te n~er of 
f.r~sport vehicles, ~eciaIly f~i!way wagOMS @tc. 

:l7. It CClnnot be I3gresd l1ith evaht.atorlJ t11tlt ~=1!9. 

§1 v {den c e f r011Lt ka t ",:!ill.~~!L£.Q!!!l!~~g.stl!!eUm!tl~" ~ 
kave c~ncelled the positive effects of increased fertili2er use 

.iJ.t BQY1.JladosHo Thera is a definite po~itivo cO=l'elatiol1 betv;een 
all agreed agrio inp~t~o Any changes (negative or pO$it ive) in 
the avai labi I i ty 0 f comp I imsJ1t ory inpl4.t s af fee ts fooclgra iH S 

proc;h-tctioH as well as fertilizer CCK1SHmptUmo 

:;z5(} Tho evaluator'e obsefved that the ,!!,tait l:u'i£e __ ~,bctcl 
£r~chwUy,,~eel1de-C?q,ntrol.1.!B aI1~ fertilizer ,$wpsidy heAd }?,een . 
. ~.!1kllPtLtialllrelft2!£E1 and ehat il1. neither caso, had there baeH 

0. ~eriouo heg~tive impact of expansion of fertilizer WG6. This 
st€ttemel1t is ~CI.t" faCJMfJ,llx coa;:,!_e_c~o Th.e promotion of technical 
packago c:ornbir1.ing subsidyI' fertilizer ifftpt't)vl&m9nt, seeds, and 

som~time eoncession~l credit WQ~ the centre pric6 of ar~en 
. R avo I Me ion in A~ia<l Il1pwt.fJ Qntlnd.dy we re the iH t eg rOll par t 0 f 

agri. pric@ policy in ~ny cOM~triea ae 8hown by 37 deveZopiHg 
cO~Htries s~sidi8ine tk~ cost of iHpwts was ae followst 

10 Fertilizt);: 26 

:29 J r rig€tt ion €J'n 1.5 

30 credit "" ... as 
41l Pesticid8(; "'"..,. " 

and 1" other CO~"11 tria $ 6ub3idiscd other inpwtg" 
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:zp. "Private marketittq cost! as a pE.~rcet1t of totaI fertilizer 
costs are 10)'/' i.s to be viewed from a differ6nt m (lIe O~ the 

gro'-tt1a that operatiot1QI pattem (JJ1d objc;Jctivity of fert{lizer 
cHstribHtion by BADe c:mel pt"lvat6 sector cn'!') ab60lutely cliff6fen.to 

Two HneqHals cawlOt be oompcascto 

30. EI imi,tat ion of swbsidy kee'pil1(J other things COJ1stant 
affectlJ paddy fertilizer price r~tio QJ1cl iM turn adversely 
affect fertili%er COft6ut1\?tioJt is a fact d• Some of the fil1clin(J$ 
of the ev~luators have not, howaver g ba~n baaed OH ehi$ useurnp~ 
tiol1. 

The eval~atorG' remal~k that"wkile BADe asserts that it.!5 
social rsspoHsibility i$ to $wpply fartili%er to farmers is 
paralnowtt, tHrthor expansiol'l of free market distribwtioH of 
fertilizer 11fly continue to be resisted i.~ the abs~JI1ce of claar 
po I icy di recti ves from ens highest Iav~lo. is WI1wcH'f;"arltoa GMa 

wnccd led for. 

3:10 The fOI-1 docwme~t WCU$ preparf1d ~.g Q preCHt'SOt' to th(l¥ 

developmeJit of a more eomprEd1EH1Siv(! follov1doVl.""project of FDl~IL, 
The former project nas been based on ~ nMm~er of kypotkesis, 
assumptions w1d specwlat1.oJ<u: tk.lt immadiatt9 aHa total privati
satton al1d elimination of e~lb8idy ie·th~ 0111y panacea for the 
agricwZtwral growth and removinG all dtff{ewltie~ on that w~y 

wa6 lJ imed t3 t II 

32 0 It CQI1 be conclwdad h'om the d~t~ils of the report and 
their observat"lon 1.11 the relavtAJtt pag~1; that 60b~thil1f1 is wrona 
with the S)!6temo Pertiliz(H' ,sale QS WE)11 as food prodHction 

hava Mot beeft rising eJ6 expected o ,hie 1.e to be founa OJ.it 

tnl"ollgk Cut i',peu:tfal eJ1q~ir.Y'o 

l 

33. Tke eval~atioM ~uHld have .beaM complete if the evaluators I 
eOH ld identify the factors qf sW~"~~.tJ or "faihcre of the project I 

" ;.~\\ . 

f rOm the commer c ial " coo si r.,tl':1 t i 011 S,\ ;":~~cial desi rab iIi ty and I 
political accGl'tabHUy I' ~tlts o()~,i,~. . /\/ J 
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34., The po iH t on comma rc iel I v iab it i ty wau ld ha V6 btH2H C I eo. r:-

i.f the evall.<ators cOHld analyse the reasoas tnat led to exten"" 

Sil~1 of the exucJ.{tion period to 10 yaar e 1:11 place of 3 years 
as origiNally stipulated, 

35. from socia I aetdrabil ity poil1t of viaw, the BVtlluatOfS 

could ha~e forllmlated view8 tJ1fOMgh interviewing dU ferenf 

groHp$ of people. To provicio il,tfot:ttlatio"t 01-: political accept"" 

ability, it waG essfmtiat thctt tJ1e Iead6't'~ of pl.tblia opinion 
showld have basn disQw~.ado 

3 6 0 The pwt"pose or the project was to help 13aHgladesJ-d 

farmers with cagy aCC66~ to fe'r:tilizers a~ te~§onable priC(H~o 

The report nas adlt1itt~cl that access of H,(e farmers in r el1lota 

Glreas has aot improved (;Ina the fanrB t'S tl161ra pLAid more, Besid~s 

that I the $tttall fanftefg payi~lg higher prioes. So equity plAr.,. 

poses were defeated. 

(p-Jy~ 

~~\p'if 

,--") 
\ ~ 111ol<6 

'- 1.,,0 \ 
> A. K: M. ~'HJ~KAU ) 

CHIEF 
M~nltorln~ & (vallJalion Olvia\Q(i 

BADe, Dhak1l. 
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Construction ~ Bayged Product Fertilizer Warehouses in Bangladesh-
Phase LLL, Ammann & Whitney Consulting Engineers, June, 1986. 



Appendix IV 

UNITED NATIONS DEVELOPMENT PROGRAMME 
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Appendix Table V.l 
Chronological Table of Important Activities Under the OO&T Program 

June/ 
July 

28-3tJ Dec. 

Jan-Apri l 

23-25 Feb 

14ar/Apr. 

1-10 Sep 

1982-83 

16-24 Mar 

19-27 Oct 

1983/84 

1984/85 

5-26 Apr 

1985/86 

1~-30 Nov 

1986/87 

1987/88 

1977 

1979 

1981 

1982 

1982 

1982 

1982 

1983 

1983 

1985 

1986 

BADC establishes a committee to develop a dealer 
training program and holds preliminary discussions with 
USAID/FAO. The idea accepted 8S sound by USAID and 
agreement reached on funding on a matching basis during 
negotiations for Ag Inputs III. 

Visit of IFDC Training Coordinator. 
seminar for trainers at BADC Hq. 

Two-day Training 

Combined Ferti lizer dealer Training Seminar at STI 
Madhupur. 

BADe doard of Directors approve program in principle 
and a separate Dealer Development and T:"aining Unit set 
up in MS5 Division 

Second Combined Fertilizer Dealer Training Seminar at 
BARI, Joydevpur 

Vi~it to India by concerned officials to see program 
there. 

First 'Train the Trainer' workshop et BARI 

Dealer Training in districts (regions) 

Training Planning Workshop for trainers and ferti lizer 
marketing personnel organized by RADC/FADINAP/IFDC 

Second 'Train the Trainer' Workshop at BARI 

Dealer Training in regions 

Dealer Training in regions 

Third 'Train the Trainer' Workshop at BADC Hq. 

Dealer Training in regions 

In-country Fertilizer Marketing Management Training at 
Planning and Development Academy 

Dealer Training in regions 

Dealer Training in regions 

Source: BADC documents 

'\ 
.1 
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Appendix Table V.2 

List of Publications and Films of DD&T Unit 

Tit l e 

Dealers' Manual 

District Soil Maps 

Flip Chart 

Brochure on zinc deficiency 

Brochure on sulphur deficiency 

Brochure on wheat 

Brochure on Balanced Ferti lizer 
for Rice 
Brochure on Soil Ferti lity and 
Ferti lizer use 
Brochure on Ferti lizer Use for 
Better Crops 
Film 'Making The Most Of a 
Miracle' 
Film 'Dhan Sabuj Swapna' 

Film 'Bhalo Fashal Ashal Kattla' 

Posters on (a) Organic manure 
(b) Nitrogen fertilizer 
(c) Phosphates (d) Zinc/Sulphur 

Source: DD&T Uni t, BADe 

Type of 
Publication 

~lanua l 

Soil map 

Teaching aid 

Information 
brochure 
Information 
brochure 
Information 
brochure 
Information 
brochure 
Information 
brochure 
Information 
brochure 
Educational 
F i l m 

Educational/ 
pub:icity film 
Educational/ 
pubticlty film 
Sales promotion 
/display 

Number 

80,000 

48,000 

15,000 

796,000 

796,000 

800,000 

547,000 

100,000 

460,000 

3 

16 mm :25 
35 mm : 5 
16 mm : 25 
35 mm 5 
330,000 

, 
\. 



Appendix V 

Appendix Table V.3 

List of training and other equipment 
of OO&T Unit 

Type of equipment 

16 mm movie projector 

Slide projector 

Overhead projector 

Tape recorder" 
with megaphone 

Camera* 

Motor cycles 

Source: DO&T office, BADe 

* Purchased with BADe funds 

Number 

2 

14 

5 

20 

Location 

OO&T Office 
IFOe Office 

DD&T Office 
IFoe Office 
Regional Managers 12 

IFDe office 
Divisional Managers 4 

OO&T office 

DD&T office 

For OTOs 

\ 
V 


