Bangladesh Public Administration Training Centre
[image: D:\Office Work\Desktop Files\bpatc-logo2.png]Savar, Dhaka.Seal

Programme & Studies Division

Evaluation Department
137th Advanced Course on Administration and Development
Seminar Paper
NAME OF THE MODULE:  Research for Governance and Policy Analysis   MODULE NO: 05
										 DATE: 13/09/2022		            Marks Obtained


Code No. …………………


………………...…………………………………………………………………………………

Code No. …………………
Bangladesh Public Administration Training Centre
Savar, Dhaka.Seal

Programme & Studies Division

Evaluation Department
137th Advanced Course on Administration and Development
Seminar Paper
NAME OF THE MODULE: Research for Governance and Policy Analysis MODULE NO: 05
										  DATE: 13/09/2022


Instruction to be followed 
(Please read carefully)

1. 	Please write your Name, Roll No etc. at the specified space.
2. Writing Name, Roll No. etc. at any other place or making the script otherwise may cause cancellation of your answer script.
1. Put tick (✓) marks on Evaluation method and Institute’s Name.









Name: Md. Moniruzzaman 
Roll No: 102





Exploring the Present Production Status of Urea Fertilizer Factories in Bangladesh
Abstract:
Urea is extensively used as fertilizer element in agricultural production. Bangladesh is an agriculture country and it has achieved self-sufficiency in food grain production. Urea fertilizer has a significant role in food grain production.
The demand of urea fertilizer in the country is always higher than local production of urea. The local production of urea fertilizer cannot meet up the countrywide demand. So, the deficit of urea has been fulfilled by imports. The objectives of the research were to analyze the trend of production of urea fertilizer factories in Bangladesh and to assess the challenges and obstacles of production of urea fertilizer factories. The production of urea fertilizer has been reducing gradually over the period. As a result, the import dependency of urea fertilizer is increasing. It is a great burden for our national economy. For that, Bangladesh needs to be self-sufficient in producing urea fertilizer to ensure food security. The study will help to know the trend of urea production and reasons for decreasing the production. The research followed interpretivism philosophy. Primary data were collected through interview of ten officials of Bangladesh chemical industries corporation (BCIC). Secondary data were collected from BCIC Head office. 
The interviewees expressed their opinions regarding the production of urea fertilizer factories, necessity of increasing urea production instead of importing, challenges and obstacles of productions of urea fertilizer factories and put recommendations for overcoming those challenges. The researcher found some problems like ageing of factories, shortage of natural gas, delayed overhauling, poor maintenance, lack of technical experienced manpower, not getting the production cost from the government hamper the production of urea fertilizer factories in Bangladesh. Some recommendations have been stated by the researcher to overcome the problems of production of urea fertilizer factories.                   
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1. Introduction:
1.1 Background Information: 
Urea fertilizer is one of the most extensively used dry granular sources of nitrogen in the world. It is comparatively easy to manufacture. So, it is preferred by the fertilizer manufacturing industry. In comparison to other popular nitrogen sources (i.e. ammonium nitrate) Urea has a high nitrogen content (46%). The transportation of urea is considered very cost effective in comparison to its most common alternative, ammonium nitrate because it is a relatively stable product to store and transport. There are many limitations and effective additional cost related to the transportation of ammonium nitrate because it is now classified as a hazardous product (It can be used as an explosive). Each ton of urea contains 35% more nitrogen than a ton of ammonium nitrate (Anon, 2014). 
The growing demand for agricultural products together with the growing world population size, has been stimulating the global production of fertilizers for years. Bangladesh is an Agricultural country. Urea fertilizer plays a vital role in the economy and food production in Bangladesh. Half of the total agricultural production is solely dependent on urea fertilizer. To increase food production and food sufficiency, Bangladesh requires sustainable growth in Agriculture sector. Urea fertilizer is considered to be one of the main inputs for increasing crop yields. The annual consumption of urea fertilizer in Bangladesh is always higher, where the major portion of the demand is fulfilled by imports.
The four state-run urea fertilizer factories under Bangladesh chemical industries corporation (BCIC) can produce 9 to 10 lakh metric tons of urea per year. But the countrywide annual demand of urea is 25 to 26 lakh metric tons. As a result, the rest of shortage of urea fertilizer is fulfilled by importing. At present Bangladesh chemical industries corporation (BCIC) operates four urea fertilizer factories like Shahjalal fertilizer Co. Ltd. (SFCL) Fenchuganj, Sylhet. Jamuna fertilizer Co. Ltd. (JFCL) Tarakandi, Jamalpur. Chittagong Urea fertilizer Ltd. (CUFL) and Ashuganj Fertilizer and chemical Co. Ltd. (AFCL) are running. 
For enhancing urea fertilizer production BCIC is implementing a new, modern, energy efficient and higher capacity granular urea fertilizer factory named Ghorasal-Polash Urea fertilizer factory in place of existing urea fertilizer factory Ltd. (UFFL) and Polash Urea fertilizer factory Ltd. (PUFL) by shutting down the factories with the consumption of same gas by both factories but production rate is higher i.e. Granular urea 2800 MT/D (924000 MT/Y) and Ammonia 1600 MT/D. A special trait of this fertilizer factory in Bangladesh where the environmental pollutant Carbon-Di-Oxide (co2) will be captured from the primary reformer flue gas and the production of urea fertilizer will be increased (about 10%) by using the captured co2 which is unique in Bangladesh. Karnaphuli fertilizer Co. Ltd. (KAFCO) a joint venture between the govt. of Bangladesh and foreign companies produces urea fertilizer and extra ammonia product for export. 
The study will facilitate us to realize the trend of production of urea factories. A comparative statement of countrywide demand, local production and import of urea fertilizer has been demonstrated. We will be able to know the causes of declining of production of urea factories. The outlook for urea fertilizer at present and in coming years for Bangladesh is very much concerned issue and studied in this paper. To meet countries demand, the possibility of import urea and its impact on economy is also studied. At present Bangladesh needs to be self-reliant in the fertilizer sector to retain food autarky and economic growth. Some valuable recommendations to attain this goal have been discussed.
1.2 Problem Statement:
Urea production in Bangladesh has been rapidly shrinking due to the poor maintenances of factories, lack of expert manpower, aging of factories, lack of timely over hauling and insufficient natural gas supply. Except Shahjalal fertilizer Co. Ltd. (SFCL) economic life of another fertilizer factories already exceed almost 32 years. 
The local urea fertilizer factories once met 80% of domestic demand which has now fallen to less than 40%. So that the country should now focus on achieving self-sufficiency in urea production. Due to shortage of natural gas many of urea fertilizer factories cannot run all the year round and have to be shutdown. Some of the urea fertilizer factories have lost their efficiency capacity to produce urea because of their ageing and delayed overhauling. For this reason, each unit of urea plants needs much more gas to operate. 

  

2. Objectives:
i. To analyze the trend of production of urea fertilizer factories in Bangladesh.
ii. To assess the challenges and obstacles of production of urea fertilizer factories in Bangladesh.
 
2.1 Research Questions:
· What is the contribution of local urea fertilizer factories vis-a-vis countrywide annual demand of urea fertilizer? 
· What are the factors that hamper the production of urea fertilizer factories?
· How can the problems be overcome?

3. Rationale:
Bangladesh is an agricultural country with large population. Now the country is self-sufficient in food grain production. Urea is one of the most used fertilizer materials which has a significant role in producing food grain.
A few years ago, the local urea fertilizer factories met 80% of countrywide demand of urea which has now fallen to less than 40%. After introducing fertilizer subsidy by the government, the production of urea fertilizer factories has been reducing gradually over the period. For this reason, the import dependency of urea fertilizer is going up. This is a burden for our national economy. So that, Bangladesh needs to be self-sufficient in producing urea fertilizer to ensure food security. This study will help us to know the trend of urea production and the reasons for declining the production of urea fertilizer factories in Bangladesh.   
Now the government has to give a huge amount subsidy on importing urea fertilizer from international market. It has been seen that during Covid-19 the price of urea fertilizer in international market went up very high. In line with the above discussion, it is pertinent to analyze the domestic production of urea fertilizer. Moreover, it is also revealed that no such research has been carried out so far to see the impact of domestic production of urea on agricultural subsidy in Bangladesh.     
  4. Literature Review:
Suhan et al, (2021) reported that Urea fertilizer is widely used in developing countries which consist of nearly 80% of the total world population. The application of fertilizer requires suitable environmental conditions for plant growth and availability of irrigation. They mentioned that food security for the world population has been ensured by the fertilizer which is an essential part of the technological revolution in agriculture. It has also ensured retained soil fertility and nutrient mismanagement. The demand of fertilizer is increasing for supporting the worldwide increasing food demand since its invention. The fertility or natural content of the soil is increased by the fertilizer which is a natural or chemical substances. For the growth of plants nitrogen-based fertilizers are most essential nutrients. The plants absorb nitrogen-based fertilizer like urea easily more than any other fertilizer element. So that, urea is extensively used fertilizer.   (Tilman et al. 2011). 
Their article overviewed the present scenario of the fertilizer market. They also highlighted the challenges and obstacles, recommendations and other aspects of urea fertilizer industries in Bangladesh.
At present, the production of urea in Bangladesh is rated relatively poor to the national demand. The most important challenges for these industries are raw material resources, administrative and technical problems, product pricing and transportation.
Better production and management in the existing plants will be achieved following the analysis and practical solutions. They discussed about future researches for the detail technical modification of urea plants. To enrich the soil and to nourish the country’s agricultural and economic sectors, proper monitoring of the fertilizer industries is needed.
 Ahmed, (2011) stated that the outlook for urea fertilizer at present and in coming years for Bangladesh is a very much apprehensive issue. He mentioned that the countrywide demand of urea could be produced if the gas supply is ensured and the plant is developed. He also stated that the production of urea decreasing is mainly because of the scarcity of natural gas supply to the plants. Besides capacity utilization of the plants are also very poor. The plant has low capacity utilization because of aging and poor reliable of plant equipment and managements. The gas consumption per metric ton of urea has also gone high with low capacity utilization.
A study by Rahman and Halder (2021) commented that the factories are producing urea fertilizer much less than their modern peers do but consuming natural gas heavily. According to an estimate by the government power system master plan the wastage of gas in four state-run fertilizer factories in just nine days is enough to produce a day’s electricity about 9,000 MW, for the entire country. The four factories produced 7.96 lakh tons of granular urea in FY 2019-20, consuming around double the required natural gas, which is the key ingredient for manufacturing urea. To produce 1 ton of urea, on average the four factories consume 43.72 million cubic feet (mcf) of gas when the global standard is 25 mcf.
 Of the four factories, Ashuganj Fertilizer and Chemical Co. Ltd.  (AFCCL), Chittagong Urea fertilizer Ltd. (CUFL) and Jamuna Fertilizer Co. Ltd. (JFCL) have already spent their 20 years life span, AFCCL and CUFL were established in 1981 and 1987 respectively while JFCL Started production in 1991.  Shahjalal fertilizer Co. Ltd. (SFCL) in Sylhet, started production just five years ago but the performance is already low. On the other hand, Karnaphuli fertilizer company (KAFCO) established in 1991 is the largest and the most successful international joint-venture in the Industrial sector in the country’s history. By consuming 27.97 mcf/ton of natural gas KAFCO produced 5.30 lakh tons of urea in the year of 1920-1921. 
Ahmad (2022) reported that the import dependency on chemical fertilizer is increasing due to low production of state-run fertilizer factories which are facing inefficiency, ageing equipment and poor maintenance. This causes bad effect on our national economy. The BCIC fertilizer factories are gammy with an aggregate yearly production which is not ever half of their capacity against an installed capacity of producing around three million tons of urea fertilizers.
Mahmud (2022) mentioned that to ensure smooth supply and affordable price in the country the government has provided an estimated subsidy of Tk 300 billion on fertilizer imports in the current fiscal years though the price of fertilizer is increasing in the international market. The allocation for subsidy is made over three times higher. The yearly countrywide demand of four major imported fertilizer like urea, triple super phosphate, diammonium phosphates and muriate of potash is approximately 6.9 million tons.

Sobhan (2015) studied that Bangladesh was food deficit prior to 1971, the year of independence and continued to be so for long afterwards. Now Bangladesh has gained a significant success in producing food grain that has made the country self-sufficient in food grain. However, Bangladesh has got self-sufficiency in rice production.
The urea fertilizer is essential for rice production. But the urea extracts with rain water runaway to the open waterbodies and pollute underground water and air. It creates global warming and accelerate climate change.
Fertilizer applications are needed not only to provide nutrition to the previous crop that is lost but also to supply the essential nutrient for the next crop. The fertilizer application rate is asymmetrical to the requirement in Bangladesh. 70 percent of the total quantity of applied fertilizer is contributed by nitrogen where 20 percent for phosphorus and 10 percent for potassium. 
A study conducted by Begum, AA and Manos, B (2005) commented that in irrigated areas of Bangladesh fertilizer along with other inputs of production prevails to be most important input in terms of value production and employment. In producing High yield variety (HYV) Crop 18 to 20 percent of total expenditure is spent for chemical fertilizer. Therefore, for the sustained growth of agricultural production in the country the pricing and distribution system of chemical fertilizer are very important.
To increase cropping intensity and yield a fertilizer policy is very important in Bangladesh. Different efforts have been made to design an efficient and effective fertilizer distribution mechanism taking into the importance of application of fertilizer for static and increasing agricultural production. The impact of price of fertilizer on agricultural production is discussed in this paper. The economic, social and environmental implications of alternative fertilizer policies are also analyzed in the study.
 They used a multicriteria model of farmer’s behavior taking into the over whelming importance of urea fertilizer in total consumption of chemical fertilizer (75%). They estimated the behavior for urea only.


Skorupka and Nosalewicz (20214) Stated that the world’s population is growing and diet habit is also changing, so that the global demand for food is going up rapidly. For this reason, using of nitrogen fertilizers for intensified agricultural production is now very much concern. 
They also mentioned that agricultural production is increasing in the lowlands and it creates serious long-term consequences for the environment. Our future decisions may protect global biodiversity and minimize the impact of ammonia and greenhouse gas emissions from agricultural production.
 

5. Research Methodology: 
The aim of the study was to analyze the trend of production of urea fertilizer factories in Bangladesh and to assess the challenges and obstacles of production of urea fertilizer factories in Bangladesh. In order to collect data for this study, total ten interviews were carried out. The interviewees were concerned officials of Bangladesh chemical Industries corporation (BCIC). Primary data were collected from interviews orally through check list. The secondary data were collected from BCIC Head office. The method of the study carried out was a qualitative. Purposive sampling was employed.













6. Data Analysis and Results/ Findings:
6.1 Collection of data:
The first objective of the research was to analyze the trend of production of urea fertilizer factories in Bangladesh and the second objective was to assess the challenges and obstacles of production of urea fertilizer factories in Bangladesh. Keeping the objectives to priority, data were collected from both primary and secondary sources. Primary data were collected through key informant interview (KII) with ten concerned officials of Bangladesh chemical Industries Corporation (BCIC).

The main purpose of interview was to collect information from the professionals who are working with Bangladesh chemical Industries corporation (BCIC). They expressed their opinions regarding the production of urea fertilizer factories, necessity of increasing urea production instead of importing, challenges and obstacles of production of urea fertilizer factories and put recommendations for overcoming those challenges. With a view to collecting data appropriately, interviews through checklist and orally were carried out on the research objectives and views. The interviews were conducted with both open and close form of questions. In the checklist there were four questions which were simple and comprehensive easily.

Data were collected by the author-researcher himself during 21-23 August 2022. The researcher explained the objectives of the study to the respondents for collecting genuine information and putting up their opinions and recommendations about the reasons behind the decreasing of the production of urea fertilizer factories in Bangladesh. They also stated why Bangladesh needs to increase urea fertilizer production.  
  
Respondents of Bangladesh Chemical Industries Corporation (BCIC) were interviewed at the office of BCIC, Motijheel, Dhaka. Before interview with the respondents the researcher adopted all possible measures to build up report so that the respondents did not feel hesitation to deliver exact response. The questions were explained to the respondent properly. The researcher always tried to avoid multiple questions and also judgmental response during KII.



6.2 Data Analysis:
The Researcher himself collected data by supply checklist containing four questions among the respondents. Data were collected from ten interviewees who were BCIC officials.

The first question was about the contribution of local urea fertilizer factories vis-à-vis countrywide demand of urea fertilizer. All of respondents expressed their views positively and commented on this issue. Respondents shared that at present four fertilizer factories among existing six Urea fertilizer factories under BCIC are running. Beside this BCIC is implementing a new, modern, energy efficient and higher capacity of granular urea fertilizer factory named Ghorasal-Polash Urea fertilizer factory in place of existing urea fertilizer factory Ltd. (UFFL) and Polash Urea fertilizer factory Ltd (PUFL) by shutting down the both factories with the yearly capacity of 9,24,000 Metric tons. 

In 2020-2021 fiscal year the total demand of urea fertilizer assessed by the ministry of agriculture was 30.50 lakh metric tons (Demand 25.50 lakh metric tons and safety reserve 5.00 lakh metric tons). The production of owned four urea fertilizer factories was 10,33,913 metric tons. The actual consumption of urea fertilizer against the demand was 24.63 lakh metric tons. In 2021-2022 fiscal year the total demand of urea fertilizer was 34.40 lakh metric tons (Demand 26.00 lakh metric tons, safety reserve 7.00 lakh metric tons and extra reserve for mitigating the unexpected risk 1.40 lakh metric tons). The production of owned four urea fertilizer factories was 10,10,304 metric tons.
In 2022-2023 the total demand of urea fertilizer is 34.00 lakh metric tons (Demand 26.00 lakh metric tons, Safety reserve 8.00 lakh metric tons). The production of local four urea fertilizer factories up to 21.08.2022 is 1,15,447 metric tons.

Every year after getting the demand of urea from ministry of agriculture BCIC has determined the target of urea import considering the probable production of local urea fertilizer factories and opening stock of the year. According to the decision of the government BCIC has been doing the duty of importing urea fertilizer and supplying against the demand for 26 years. BCIC has been accomplishing this duty very successfully. The urea fertilizer produced in local factories is very cheaper than the imported urea fertilizer which has a significant role in the national economy.

The second question was regarding the importance of increasing urea production in local fertilizer factories instead of importing. All of the respondents gave their clear opinions on the said issue. Respondents opined that the increase in the cost of imports is much higher than the increase in the cost of urea production at local factories. At present the average cost of production of urea fertilizer is 19,000 Tk. per ton whether the average cost of imported urea fertilizer is 71,000 Tk per ton. In the year of 2021-2022 for importing urea fertilizer the government had to spent 11,936 crore Tk.

The government fixes the price of urea fertilizer so that the farmer can get urea in fair rate. Every year the government has to provide huge amount of subsidy on fertilizer. Despite the increase in the retail price from 14 Tk to 20 Tk. the government has to pay 57 Tk as a subsidy per kg of urea. Last year the government spent 9,551 crore Tk for subsidy on urea fertilizer. The government imports urea from KAFCO, a joint venture fertilizer company; Soudi Arabia; Qattar and United Arab Emirate in international price rate to meet up the demand of Urea.
If the government largely increases the subsidy spending, other development activities will be hampered. The reserve of the country will be affected. Bangladesh is now self- sufficient in food grain production. Urea is most important fertilizer element for the production of food grain. The production of urea is profitable for the government. Right now, Bangladesh needs to be self -sufficient in urea production. 

The third question was about the challenges and obstacles which hamper production of urea fertilizer factories. The respondents commented on the issue that the main problem is shortage of natural gas as per demand of fertilizer factories with determined pressure and quantity. The daily lowest load demand of natural gas for 4 state-owned fertilizer factories and KAFCO is 213 MMCF/D. But the factories actually consumed 148 MMCF/D of natural gas. Natural gas is the principal raw material of Urea production.

Respondents also commented that the production capacity decreases due to ageing of factories. Except Shahjalal Fertilizer co. Ltd (SFCL), economic life of another 3 fertilizer factories already exceed almost 32 years.

The average cost of imported Urea fertilizer up to May 2022 was 71 Tk per Kg and the cost of Urea produced at home factories was only 19 Tk. But the sale price of urea was only 14 Tk. Here the gap of production cost and sale price is (19-14) =5Tk. The gap of the cost of imported urea and sale price of urea is (71-14) =57 Tk.



The government pays the subsidy on urea import. But does not pay production cost of urea to local urea fertilizer factories as well as BCIC. As a result, the home factories have gained loss day by day. Recently the price of gas has been increased from 4.45 Tk to 16 Tk. For this reason, the production cost will be 4 times higher. The urea fertilizer factories will face this problem.

Scheduled overhauling is necessary for smooth production of fertilizer factory. But Overhauling is delayed in local factories due to lack of technical experienced manpower and financial crisis. Usually factories in Bangladesh emphasize operation rather than modification and upgradation.
The cost of urea transportation to the urea fertilizer buffer godowns throughout the country is carried out by the other company, which is a major additional cost for the factories. Usually urea fertilizer factories are built where natural gas is available. For example, Shahjalal fertilizer co. Ltd installed in Sylhet because Sylhet is rich in natural gas. But Sylhet is not agriculture-based area. So, urea produced in SFCL is needed to transport in agricultural based regions. It is quite expensive. This issue should be analyzed.    
 
The last question was about how the problems can be addressed. Most of the respondents thought that all urea fertilizer factories except Shahjalal fertilizer co. Ltd. have been spent their life time. Respondents remarked that all machineries are old and have lost their capacity utilization. As a result, the factories cannot produce product as per their yearly capacity. The specific action plan is needed to increase the production capacity of the factories by decreasing down time and increasing efficiency. Some of respondents said that BCIC has taken some initiatives for the replacement of old equipment by repairing, guarding and procuring. Last year overhauling of the four factories was completed. The technical experienced manpower should be appointed for smooth operation of the factories. Technical audit of all urea fertilizer factories is needed and the audit report should be implemented. The supply of natural gas should be harmonious.

Secondary data regarding year wise target and production of urea fertilizer factories for the year 2012-2013 to 2021-2022, statement of year wise urea demand, production and import position during 2012-2013 to 2021-2022, price list of imported urea, year wise subsidy on imported urea during 2012-2013 to 2021-2022, the demand of gas pressure for 04 state owned urea factories and KAFCO (BD), production cost, sale price and financial loss for urea production during 2016-2017 to 2021-2022 were collected from BCIC Head office.
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	Fig-1: Year wise demand and production of Urea fertilizer in Bangladesh during 2012-2013 to 2021-2022.Demand and Production (MT)

Demand and Production (MT)

From the fig.1 It is observed that the demand of urea is always higher than production. The demand is increasing but the production is gradually decreasing over the period

Demand, Production of Urea Fertilizer (MT)

Figure -2: Yearly Demand, Production and Import of Urea fertilizer
[bookmark: _GoBack]From figure-2 it is observed that the demand of urea is higher than production for last ten years. The gap between demand and production is met up by imports. The import of urea is increasing due to low production and increasing demand. 
Table-1: Year wise production target, actual production of urea fertilizer factories from 2012-2013 to 2021-2022.
	Year 
	SFCL
Capacity:  5,61,000 MT
	JFCL
Capacity:  5,61,000 MT
	CUFL
Capacity:  5,61,000 MT
	AFCCL
Capacity:  5,28,000 MT
	UFFL
Capacity:  4,70,000 MT
	PUFF
Capacity:  95,000 MT
	NGFF
Capacity:  400,000 MT
	TOTAL

	
	Target
MT 
	Production
MT
	Target
MT
	Production
MT
	Target
MT
	Production
MT
	Target
MT
	Production
MT
	Target
MT
	Production
MT
	Target
MT
	Production
MT
	Target
MT
	Production(MT)
	
	

	2021-2022
	420000
	422899
	330000
	244255
	300000
	247104
	180000
	96046
	0
	0
	0
	0
	0
	0
	1230000
	1010304

	2020-2021
	400000
	408030
	340000
	341606
	170000
	141720
	250000
	142557
	0
	0
	0
	0
	0
	0
	1160000
	1033913

	2019-2020
	380000
	397462
	240000
	210159
	100000
	7188
	180000
	180993
	0
	0
	0
	0
	0
	0
	900000
	796598

	2018-2019
	325000
	334861
	130000
	74212
	120000
	120277
	150000
	150057
	55000
	73934
	30000
	29962
	0
	0
	810000
	783303

	2017-2018
	420000
	356686
	380000
	30129
	101975
	106041
	0
	0
	30000
	0
	12000
	0
	0
	0
	943975
	764006

	2016-2017
	390000
	393865
	380000
	344119
	0
	0
	70000
	80325
	60000
	63526
	28000
	34862
	0
	0
	928000
	922717

	2015-2016
	300000
	220416
	450000
	457702
	0
	0
	200000
	190154
	110000
	100838
	35000
	38388
	0
	0
	1095000
	1007498

	2014-2015
	0
	0
	400000
	
474777
	35000
	32772
	140000
	150207
	160000
	162236
	50000
	57312
	1056
	1056
	786056
	878360

	2013-2014
	0
	0
	200000
	
188312
	166500
	61150
	155000
	154027
	155000
	154027
	51000
	56845
	40000
	17985
	1012500
	838628

	2012-2013
	0
	0
	380000
	
460712
	210000
	108454
	225000
	225122
	200000
	150393
	60000
	54313
	40000
	28005
	1115000
	1026999


Source: Bangladesh Chemical Industries Corporation. (BCIC)

In the above Table-1-year wise target and production of urea fertilizer factories for last ten years have been shown. From the table 1 it is observed that total production of urea in the country is less than annual target. Individual production of the fertilizer factories is less than their own capacity.  
Table-2: Price of the imported urea fertilizer in the year of 2021-2022.
	Source
	Lot No.
	B. Tk.
	Lot Size
	Us Doller Per. M. T.
	BL QTY Doller
	US $ Rate

	







Muntajat , Quttar  
	1
	12533862000
	3000
	492
	14760000
	84.85

	
	2
	1176565995
	3000
	461.67
	13850100
	84.95

	
	3
	1117192725
	3000
	436.83
	13104900
	85.25

	
	4
	1155823530
	3000
	451.67
	13550100
	85.3

	
	5
	1298498460
	3000
	506.83
	15204900
	85.4

	
	6
	1578395700
	3000
	615
	14450000
	85.55

	
	7
	1893978570
	3000
	736.67
	22100100
	85.7

	
	8
	1977947430
	3000
	769.33
	23079900
	85.7

	
	9
	2303730000
	3000
	895
	26850000
	85.8

	
	10
	2509386915
	3000
	974.33
	29229900
	85.85

	
	11
	2484919665
	3000
	964.83
	28944900
	85.85

	
	12
	2484919665
	3000
	964.83
	28944900
	85.85

	
	13
	2467766835
	3000
	958.17
	28745100
	85.85

	
	14
	2471062500
	3000
	955
	28650000
	86.25

	
	15
	2404227375
	3000
	929.17
	27875100
	85.25

	
	16
	2212312500
	3000
	855
	25650000
	86.25

	SUB Total
	
	30790591665
	480000
	11966.33
	358989900
	

	






SABIC, Soudi Arabia 
	1
	1235589255
	3000
	484.83
	14544900
	84.95

	
	2
	1198202760
	3000
	470.16
	14104800
	84.95

	
	3
	1174425255
	3000
	460.83
	13824900
	84.95

	
	4
	1089060225
	3000
	425.83
	12774900
	85.25

	
	5
	1155823530
	3000
	451.67
	13550100
	85.3

	
	6
	1143028530
	3000
	446.67
	13400100
	85.3

	
	7
	1578397500
	3000
	615
	18450000
	85.55

	
	8
	1902540000
	3000
	740
	22200000
	85.7

	
	9
	1949666430
	3000
	758.33
	22749900
	85.7

	
	10
	2063145000
	3000
	802
	24060000
	85.75

	
	11
	2003128575
	3000
	778.67
	23360100
	85.57

	
	12
	2303730000
	3000
	895
	26850000
	85.8

	
	13
	2446725000
	3000
	950
	28500000
	85.85

	
	14
	2481056415
	3000
	963.33
	28899900
	85.85

	SUB Total
	
	23724518475
	420000
	9242.32
	277269600
	

	



FERTILE, UAE 
	1
	1234322651
	3000
	484.333
	14529990
	84.95

	
	2
	1151652899
	3000
	450.833
	13524990
	85.15

	
	3
	1276721460
	3000
	498.33
	14949900
	84.4

	
	4
	1949666430
	3000
	758.33
	22749900
	85.7

	
	5
	2481056415
	3000
	963.33
	28899900
	85.85

	
	6
	2475493335
	3000
	961.17
	28835100
	85.85

	
	7
	2467766835
	3000
	958.17
	28745100
	85.85

	
	8
	1804989240
	3000
	686.83
	20604900
	87.6

	
	9
	1792111200
	3000
	678.83
	20364900
	88

	SUB Total
	
	16633780464
	270000
	6440.156
	193204680
	774.35

	










KAFCO, Bangladesh 
	1
	1115924438
	3000
	437.875
	13136250
	84.95

	
	2
	1164664500
	3000
	457
	13710000
	84.95

	
	3
	1111146000
	3000
	436
	13080000
	84.95

	
	4
	1093331250
	3000
	427.5
	12825000
	85.25

	
	5
	1191795000
	3000
	466
	13980000
	85.25

	
	6
	1542466500
	3000
	601
	18030000
	85.55

	
	7
	1858511625
	3000
	722.875
	21686250
	85.7

	
	8
	1987256250
	3000
	772.5
	23175000
	85.75

	
	9
	2154116250
	3000
	836.875
	25106250
	85.8

	
	10
	2314408688
	3000
	898.625
	26958750
	85.86

	
	11
	2014860750
	3000
	780.5
	23415000
	86.05

	
	12
	1721537813
	3000
	666.875
	20006250
	86.05

	
	13
	1445640000
	3000
	560
	16800000
	86.05

	
	14
	1552449563
	3000
	601.375
	18041250
	86.05

	
	15
	1817376000
	3000
	704
	21120000
	86.05

	
	16
	2419635938
	3000
	935.125
	28053750
	86.05

	
	17
	2267943750
	3000
	876.5
	26295000
	86.25

	
	18
	1746277500
	3000
	671
	20130000
	86.75

	
	19
	1745649000
	3000
	664.25
	19927500
	87.6

	
	20
	1616107500
	3000
	579.25
	17377500
	93

	SUB Total
	
	33881098313
	600000
	13095.125
	392853750
	

	Grand Total 
	1.0503E+11
	1770000
	47743.931
	1222317930
	


Source: Bangladesh Chemical Industries Corporation. (BCIC)

In the table-2 the price of urea fertilizer that was imported by Bangladesh during 2021-2022 from different sources is shown. Usually Bangladesh imports urea fertilizer by International market price. Last year Bangladesh imported 17.70 lakh metric tons urea fertilizer from Munitajat, Qattar; Sabic, Soudi Arabia; Fertil, United Arab Emirate and KAFCO, Bangladesh. It is seen that the highest price of Muntajat, Qattar was 974.33 USD per ton whether the highest price of Sabic Soudi Arabia was 963.33 USD per ton; the highest price of Fertil was 963.33 USD per ton and the highest price of KAFCO was 935.125 USD per ton. In the year of 2021-2022 the total cost of imported urea fertilizer was 122,23,17,930 USD which is equivalent to 10,503 crore Tk.

      Table-3: Subsidy on Imported urea fertilizer from 2012-2013 to 2021-2022 
	Financial year
	Imported urea (Lakh MT)
	Subsidy (Crore Tk)

	1
	2
	3

	2012-2013
	13.03
	2916.45

	2013-2014
	17.43
	3190.35

	2014-2015
	18.80
	3321.50

	2015-2016
	16.78
	2023.23

	2016-2017
	11.53
	1088.75

	2017-2018
	14.19
	1858.82

	2018-2019
	20.45
	3795.28

	2019-2020
	17.00
	2523.69

	2020-2021
	13.60
	1943.93

	2021-2022
	17.05
	9551.17

	                                                                                                Total-32213.17


         Source: Bangladesh Chemical Industries Corporation. (BCIC)

In the table-3 the amount of subsidy given by the government on imported urea fertilizer for last ten years is shown. It is seen that last financial year the subsidy on imported urea fertilizer was four time higher than previous years. In the year of 2020-2021 the subsidy on urea was 1943.93 crore Tk whereas in the year of 2021-2022 the subsidy on urea fertilizer was 9551.17 crore Tk due to volatile international market price of urea fertilizer.




Table-4: Required gas pressure, demand and usage of 04 state owned fertilizer factories and KAFCO Bangladesh. 

	Name of Factories 
	Design Pressure  
	Design Requirements (MMCFD)
	Minimum gas pressure in fertilizer production at minimum load 
	Minimum gas demand for fertilizer production at minimum load
	Daily Gas usage (28.07.22)

	SFCL
	150
	45
	150
	39
	40.25

	JFCL
	370
	46
	290
	42
	3.028

	CUFL
	120
	52
	120
	41
	9.467

	AFCCL
	660
	56
	588
	48
	48.902

	KAFCO BD
	300
	63
	240
	43
	47.00

	Total
	
	262
	
	213
	148.645


Source: Bangladesh Chemical Industries Corporation. (BCIC)

Table-4 shows the required gas pressure, demand and usage of 4 state own urea fertilizer factories and KAFCO Bangladesh. Here it is seen that minimum demand for fertilizer production at minimum load is 213 MMCFD. But gas usage by the factories is 148.645 MMCFD due to shortage of gas supply. For this reason, sometimes, the factories have to be shutdown. As a result, production is hampered. 
 
Table-5: Production cost, sale price and financial loss for urea production from 2016-2017 to 2021-2022.
	Financial year
	Produced Urea
(Lakh MT)
	Production cost per ton (Tk)
	Sale price per ton (Tk)
	Loss for production per ton (Tk)
	Total financial loss for urea production (Crore Tk)

	1
	2
	3
	4
	5= (3-4)
	6= (2˟5)

	2016-2017
	8.24
	19,703.88
	14,000.00
	5,703.88
	470.00

	2017-2018
	7.65
	21,547.11
	14,000.00
	7,547.11
	577.35

	2018-2019
	6.84
	17,200.99
	14,000.00
	3,200.99
	218.92

	2019-2020
	7.96
	19,627.08
	14,000.00
	5627.08
	447.92

	2020-2021
	10.34
	18,395.63
	14,000.00
	4,395.63
	454.51

	2021-2022
	10.10
	19,001.88
	14,000.00
	5,001.88
	505.19

	Total
	51.13
	19,229.64
	14,000.00
	5,229.64
	2,673.91


Source: Bangladesh Chemical Industries Corporation. (BCIC)
From table-5 it is observed that the urea produced in local fertilizer factories has been sold in lower price than production cost to the farmer. For this reason, the total financial loss of the urea fertilizer factories for last 6 years is about 2673.91 crore Tk. The local urea fertilizer factories do not get the production cost of urea fertilizer. 


7. Conclusion:
The production of urea fertilizer is rated relatively poor to the demand. The import of urea fertilizer is increasing due to increasing demand and low production. Some problems like ageing of factories, poor maintenance, not getting the production cost, insufficient gas supply lack of technical experienced manpower are significant challenges for the local urea fertilizer factories. The better production and management of factories will be achieved following the analysis and recommendations. To enrich to soil and nourish the country’s agricultural and economic sectors proper monitoring of urea fertilizer factories is very important.   


7.1 Recommendations:
i. The specific action plan should be taken by BCIC for increasing the production of urea fertilizer factories.
ii. Technical audit for all urea fertilizer factories is needed and technical audit report should be implemented. 
iii. For better production and minimization of loss in operational units revamping process can be feasible for the current units.
iv. Daily 213 MMCF gas supply should be ensured which is demand for 4 state-owned factories and KAFCO. Liquid natural gas can be imported for mitigating the present situation. 
v. To find faulty and other factors that can cause a loss in the industry the research and development sector should be established.
vi. Technical experienced manpower should be appointed and proper training is needed.
vii. Scheduled overhauling can ensure the smooth operation of the plants.
viii. The government pays subsidy on imported urea fertilizer. But the local urea fertilizer factories do not get any production cost of urea from the government. So, the government should take initiative to pay urea production cost of local factories for their own existence.
ix. The annual reports of all urea fertilizer Industries should be published on the website. For monitoring and managing the fertilizer factories improvement of BCIC administration, environment and technical sides is very important.
x. The price of urea is high in international market and risk to ensure on time. The home urea production has to be ensured to continue agricultural production and food security. 
xi. The huge amount of subsidy on urea fertilizer import is quite burden for our national economy. To bring down the import cost the home urea factories have to increase the production.

7.2 Action plan for implementation of recommendations:
	c
	Action required 
	People/Organization involved 
	Time-line 
	Resources required 

	1
	Technical auditing for urea fertilizer factories 
	Bangladesh chemical Industries corporation (BCIC), MoInd,
Urea fertilizer factories 
	2 Years 
	Finance 
Administrative support
Technical Support  

	2
	Revamping process in operational units of urea fertilizer factories  
	Bangladesh chemical Industries corporation (BCIC), Urea fertilizer factories, MoInd
	3 Years 
	Finance 
Administrative Support 
Technical Support 

	3
	Consultation with concerned ministry/division for ensuring gas supply
	BCIC, MoInd, Energy and mineral resources division, Petro-Bangla, Finance Division
	1 Year 
	Finance 
Administrative Support 
Policy Support 

	4
	Establishing the research and development division in the Industry 
	BCIC, MoInd, MoPA, Finance division, concerned urea fertilizer factories  
	2 Years 
	Finance 
Administrative Support 


	5
	Appointment of technical experienced manpower and arranging need based training 
	BCIC, MoInd, urea fertilizer factories, MoPA, Finance Division
	2 Years
	Finance 
Administrative Support
Technical Support


	6
	Consulting with concerned Ministry/Division for getting production cost of urea fertilizer 
	BCIC, MoInd, Finance Division, Ministry of Agriculture, Cabinet Division  
	1 Year
	Finance 
Administrative Support
Policy Support 


	7
	Improvement of Monitoring and managing the fertilizer factories  
	BCIC, MoInd, Urea fertilizer factories 
	1 Year 
	Finance 
Administrative Support
Policy Support 
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