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The s tudy i s  a b o u t  f e r t i l i z e r  i n d u s t r y  i n  B a n g l a d e s h ,  I t  has  

been made p o s s i b l e  w i t h  the  f i n a n c i a l  s u p p o r t  o f  t he  U n i v e r s i t y  

G r a n t s  Commission o f  the Government  o f  t h e  P e o p l e ' s  i ^epub l i c  o f  

B a n g l a d e s h .  The s tudy was u n d e r t a k e n  b e c a u s e  o f  the  v i t a l  i m p o r ­

t ance  o f  f e r t i l i z e r  s upp l y  f o r  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i o n ,

Tlie government  i s  i n t e r e s t e d  i n  w i t h d r a w i n g  s u b s i d y  from f e r t i l i z e r .  

Supply  o f  f e r t i l i z e r  to t he  f a r m e r s  a t  a f a i r  p r i c e  can be p o s s i b l e  

w i t h o u t  s ub s i d y  on l y  i f  c o s t  o f  p r o d u c t i o n  o f  f e r t i l i z e r  i s  b r o u g h t  

dovjn from the p r e s e n t  l e v e l  o f  c o s t  t h r o ug h  the  u s e  o f  w e l l - d e s i g n e d

t e c h n i q u e s  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n .

The a u t h o r  e x p r e s s e s  h i s  g r a t i t u d e  to the  Gove rnment  o f  t he  

P e o p l e ' s  R e p u b l i c  o f  B a ng l a d e s h  f o r  g r a n t i n g  s tudy l e a v e  w i t h  pay  

f o r  a p e r i o d  o f  t h r e e  y e a r s .  o o ;   ̂n r

The r e s e a r c h e r  e x p r e s s e s  h i s  g r a t i t u d e  to Dr .  Mohammad H a b i b u l l a h ,  

P r o f e s s o r ,  De pa r t ment  o f  A c c o u n t i n g  and Dean,  F a c u l t y  o f  Commerce,  

U n i v e r s i t y  o f  Dhaka who was v e r y  c l o s e l y  a s s o c i a t e d  w i t h  t h i s  r e s e a r c h  

as  a S u p e r v i s o r  and made many i n v a l u a b l e  c o n t r i b u t i o n s .  H i s  s u p e r v i ­

s i o n ,  c o u p l e s  a g r e a t  d e g r e e  o f  i n t e l l e c t u a l  f r eedom and e n a b l e s  the

r e s e a r c h e r  to c o mp l e t e  the s tudy .

The a u t h o r  i s  a l s o  g r a t e f u l  to Mr .  J a g a d i s h  Chandra  Shuk l a  Das> 

A s s o c i a t e  P r o f e s s o r ,  Depa r t ment  o f  A c c o u n t i n g ,  U n i v e r s i t y  o f  Dhaka ,  

who a s s i s t e d  him i n  s t a t i s t i c a l  m a t t e r s .  The r e s e a r c h e r  a d m i t s  t he  

c o n s t r u c t i v e  c r i t i c i s m  and d i r e c t i v e s  o f  the e x p e r t  o f  h i s  E v a l u a t i o n  

Commi ttee ,  nomi na t ed  by the  U n i v e r s i t y  G r a n t s  Commiss i on o f  B a n g l a d e s h ,  

P r o f e s s o r  Amal  Bhushan Na g ,  Depa r t ment  o f  A c c o u n t i n g ,  U n i v e r s i t y  o f

P R E F A C E

f
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C h i t t a g o n g .  He owes  a d e b t  o f  g r a t i t u d e  to  P r o f e s s o r  Dr .  H e r b e r t  J .  

Davi  s> Depa r tment  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  Schoo l  o f  Government  

and B u s i n e s s  A d m i n i s t r a t i o n ,  t he  Ge o r g e  Wa s h i n g t o n  U n i v e r s i t y ,  

Wa s h i n g t o n ,  D. C. , USA,  f o r  h i s  v a l u a b l e  s u g g e s t i o n s  f o r  the  i m p r o v e ­

ment o f  thl  s s t u d y .

The r e s e a r c h e r  thanks  Mr .Md.  Mu l nud d i n  Khan and Dr .  Md. Y u s u f  

T a l u k d e r ,  Chai rman and Ex - cha i rman r e s p e c t i v e l y  and a l s o  A s s o c i a t e  

P r o f e s s o r s ,  Depa r t ment  o f  A c c o u n t i n g ,  U n i v e r s i t y  o f  Dhaka f o r  admi ­

n i s t r a t i v e  h e l p .  He i s  a l s o  g r a t e f u l  to a f ew s c h o l a r s  f o r  t h e i r  

o p e n - h e a r t e d  i n s p i r a t i o n ,  encour agement  and s i n c e r e  c o - o p e r a t i o n  

namel y ,  P r o f e s s o r  A . B . M.  K h a l i d ;  Mr .  San t i  N a r a y a n  Ghosh,  M r . M a h b u b  

Ahmed,  Dr.  Sa ro j  Kumar Shaha,  Dr .  A b u l  Hashem,  Mr.  A . S . M ,  A b d u l l a h ,  

Dr .Md.  Ha r un - U  r - Ra  shi  d , Dr .  Syed Masud Hos s a l n  and M r . A . Z . M .  Ani  sur  

Rahman, A s s o c i a t e  P r o f e s s o r s ,  De pa r t me nt  o f  A c c o u n t i n g ;  P r o f e s s o r

A . H. M.  H a b i b u r  Rahman, P r o f e s s o r  A . A . M .  B a q u e r ,  P r o f e s s o r  Shahid  

Uddin Ahmed and P r o f e s s o r  Khondake r  B a z l u l  Haque o f  t he  Commerce  

F a c u l t y ,  U n i v e r s i t y  o f  Dhaka.  3 8 4 8  Oi)

The r e s e a r c h e r  a c k n o w l e d g e s  h i s  g r a t i t u d e  to t h e  a u t h o r i t y  o f  

the  U n i v e r s i t y  o f  Dhaka whi ch s y m p a t h e t i c a l l y  c o n s i d e r e d  h i s  d i r e c t  

a d mi s s i o n  i n t o  the  Ph . D .  Co u r s e  and p r o v i d e d  l i b r a r y  f a c i l i t i e s .  He 

i s  a l s o  g r a t e f u l  to the  manageuient o f  I Ba L i b r a r y ,  ICAB L i b r a r y *

I CMa B L i b r a r y ,  BMDC L i b r a r y ,  BIDS L i b r a r y  and BIBM L i b r a r y  f o r  the  

o p p o r t u n i t y  g i v e n  to him f o r  s t ud y .

The w r i t e r  o f  the d i s s e r t a t i o n  e x p r e s s e s  h i s  g r a t e f u l n e s s  to the  

Cha i rman,  Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  t he  Ma na g i n g  

D i r e c t o r s  o f  N a t u r a l  Gas F e r t i l i z e r  Fa c t o r y  L i m i t e d ,  Urea  F e r t i l i z e r  

Fa c t o r y  L i m i t e d ,  T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d ,  and Zi a 

F e r t i l i z e r  Company L i m i t e d ,  M e s s e r s  A . K . M.  M o s h a r r a f  H o s s a i n ,

r
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Hasanui  Murshed ,  H, H. Khondake r ,  Dr .  S h a f i q u r  Rahman, and S . a . S . S ,  

Alam r e s p e c t i v e l y  f o r  t he  c o - o p e r a t i o n  e x t e n d e d  to hi.m. E x e c u t i v e s  

o f  the BCIC Head Q u a r t e r  and the t ou r  f e r t i l i z e r  f a c t o r i e s  a l s o  

d e s e r v e  thanks  f o r  t h e i r  c o - o p e r a t i o n .

Mr .Md.  Moh i udd i n ,  Bureau o f  Economic Re s e a r c h ,  U n i v e r s i t y  o f  

Dhaka Vkho has  done the t y p i n g  work d e s e r v e s  t ha nks .

B e s i d e s ,  the r e s e a r c h e r  i s  m o r a l l y  o b l i g a t e d  to a c k n o w l e d g e  

the encour agement  and s e r v i c e s  r e n d e r e d  by many o f  h i s  c l o s e  f r i e n d s  

and r e l a t i v e s .  S p e c i a l  and a f f e c t i o n a t e  t ha nks  to h i s  w i f e  Mr s .  

Sal ima Mannan and h i s  song and d a u g h t e r  S o h e l ,  Saki  1 and Mousumi  

f o r  t h e i r  c o n s t a n t  encour age ment ,  mora l  s u p p o r t  and s a c r i f i c e .

In f i n e ,  the  r e s e a r c h  has  the  p l e a s u r e  to c l a i m t h a t  the  e n t i r e  

p i e c e  o f  work i  s hi s o r i g i n a l  c o n t r i b u t i o n  and has  n o t  been> s u b mi t t e d  

any where  f o r  a d e g r e e  o r  d i p l o ma .

Dated ,  Dhakai
The 27th December ,  19BH

Coun

DR. MD. HABIBULLAH 
P r o f e s s o r  o f  A c c o u n t i n g  
and Dean
Fa cu l t y  o f  Commerce 
U n i v e r s i t y  o f  Dhaka.

Su bmi t ted  by »

MD. aBDUL Ma NNa N 
P h . D .  Regd.  No.  138/84- 85  
D e p a r t me n t  o f  A c c o u n t i n g  
U n i v e r s i t y  o f  Dhaka.

Dhaka University Institutional Repository



Ta b l e  o f  c o n t e n t s

P a r t i  c u l a r s
5

P a g e s
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L i s t  o f  T a b l e s V

Li s t  o f  Cha r t s X
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A b s t r a  c t XI V
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Reduc t i on . 1
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C o s t  Re d uc t i on . 24
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IX F i n d i n g s  and C o n c l u s i o n s . 337

Bi b l i  og raphy 401

Dhaka University Institutional Repository



LI ST OF t a b l e s

51 . 
No.

T a b l e
No. P a r t i  c u l a r s P a g e s  |

1. 1.0 1 F e r t i l i z e r  Consumpt ion. 4

2. 1.02 F e r t i l i z e r  D i s t r i b u t i o n  T a r g e t . 5

3. 3.01 Key I n d i c a t o r s  i n Ban^ j l adesh,  M a l a y s i a  and 
R e p u b l i c  o f  Ko r e a . 86

4. 3.0 2 Chemi ca l  F e r t i l i z e r  Consumpt i on by Volume. 94

5. 3 . 03 F e r t i l i z e r  P r o d u c t i o n ,  Demand and 
I mp o r t  Re qu i r e me nt s ,  1982-90. 95

6. 3 . 04 S ou r c e s  o f  Supply o f  F e r t i l i z e r s . 99

7. 3 . 05 P r i c e  o f  F e r t i l i z e r s  by Type. 10 5

8. 3 .06 F e r t i l i z e r  P r i c e s  p a i d  by Fa rmer s . 106

9. 3.07 I n p u t  Subs i dy  on F e r t i l i z e r  f rom 
1973-74 to 1983-84. 107

10. 3.08 F e r t i l i z e r  S u b s i d i e s  ( U r e a ) . 109

11. 3.09 St a t ement  showing  P r o d u c t i o n  V a l u e  o f  
BCIC from 1976-77 to 1985-86. 118

12. 3. 10 St a t ement  showing F e r t i l i z e r  -  A l l  Types i  
P r o d u c t i o n  o f  1966 to 1982 o f  South A s i a . 123

13. 3. 11 St a t ement  showing  F e r t i l i z e r  P r o d u c t i o n  i n  
Ba n g l a d e s h  f o r  the l a s t  ten y e a r s  ( 1976-77  
to 1 9 8 5 - 8 6 ) . 125

14. 3. 12 F e r t i l i z e r  Ex po r t  E a r n i n g s  from 1980-8 1 

to 1985 - 86 . 129

15. 3. 13 Stat ement  showing  O p e r a t i o n a l  and P l a n n e d  
F e r t i l i z e r  P r o d u c t i o n  Cap '■-I ty i n  B a n g l a d e s h 131

16 . 4 . 01 St a t ement  showing  T a r g e t  and a c t u a l  p r o d u c ­
t i on  wi th  c a p a c i t y  u t i l i z a t i o n  o f  f e r t i l i z e r  
i n  B a n g l a d e s h  f o r  t he  l a s t  ten y e a r s  
( 1976-77 to 1 9 8 5 - 8 6 ) . 156
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17. 4 . 02 Sta t ement  o f  Yearvvi se  F e r t i l i z e r  t a r g e t  and 
a c t u a l  p r o d u c t i o n  i n  B a n g l a d e s h  f o r  the l a s t  
ten y e a r s  ( 1976-77 to 1985 - 86 ) . 158

18. 4 . 03 Sta t ement  showing  t a r g e t  and a c t u a l  p r o d u c t i o n  
wi t h  c a p a c i t y  u t i l i z a t i o n  o f  N a t u r a l  Gas  
F e r t i l i z e r  Fa c t o r y  L i m i t e d . 16 1

19. 4 . 04 S ta t ement  showing  t a r g e t  and a c t u a l  p r o d u c t i o n  
wi th  c a p a c i t y  u t i l i z a t i o n  o f  Urea  F e r t i l i z e r  
Factory  L i m i t e d . 163

20. 4 . 05 Sta t ement  showing  t a r g e t  and a c t u a l  p r o d u c t i o n  
wi t h  c a p a c i t y  u t i l i z a t i o n  o f  T r i p l e  S u p e r p h o s ­
p h a t e  Complex L i m i t e d . 165

21. 4 . 06 Stdtenient  showing  t a r g e t  and a c t u a l  p r o d u c t i o n  
wi th  c a p a c i t y  u t i l i z a t i o n  o f  Zi a F e r t i l i z e r  
Company Liml  t ed . 166

22. 4.07 Sta t ement  showing  p r o d u c t i o n  and p r o d u c t i o n  
c o s t  o f  U r e a ,  TSP and Ammonium S u l p h a t e . 169

23. 4.08 Y e a r l y  p r o d u c t i o n  o f  F e r t i l i z e r s . 170

24. 4.09 Y e a r l y  p r o d u c t i o n  c o s t  o f  F e r t i l i z e r s . 17 1

25. 4. 10 Sta t ement  showing  c a t e g o r i s a t i o n  i n t o  F i xe d  
Cos t  and V a r i a b l e  C o s t . 17 5

26 . 4.  11 St a t ement  showing  c a t e g o r i s a t i o n  i n t o  M a t e r i a l  
c o s t .  L a b o u r  c o s t  and Ov e r h e a d  c o s t . 181

27. 4.  12 St a t ement  o f  a v e r a g e  y e a r l y  p r o d u c t i o n  c o s t  
p e r c e n  t a g e . 182

28. 4.  13 Sta t ement  showing  the m a t e r i a l  c o s t  p e r  MT. 189

29 . 4. 14 Sta t ement  showing  the L a b ou r  c o s t  p e r  MT. 199

30. 4 ,15 Sta t ement  showing the  Power  & Fue l  c o s t  p e r  MT. 20 3

31. 4. 16 Sta t ement  showi ng  the s t o r e s ,  s p a r e s  and 
a c c e s s o r i e s  c o s t  p e r  MT. 205

32. 4. 17 Stat ement  showing  the f a c t o r y  o v e r h e a d  p e r  MT. 218

33. 4. 18 Stat ement  showing  the A d m i n i s t r a t i v e  Ove r head  
p e r  MT. 221
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37.
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39.

40 .

41.

42.

43.

44.  

4b.

46.

47.

48.

49.

4. 19

4. 20 

4. 21 

4.  22

4. 23

5.01

5. 02

5 . 03

5.04

5.05

5.06

5.07

5.08  

6.01

6.02

6 . 03

Stat ement  showing  S e l l i n g  8. D i s t r i b u t i o n  o v e r ­
head p e r  M T. 225

i
S t a t ement  showing  I n s u r a n c e  c o s t  p e r  M T. 227

Sta t ement  showing D e p r e c i a t i o n  C o s t  p e r  MT. 229

Sta t ement  showi ng  I n t e r e s t  and F i n a n c i a l  
c h a r g e s  p e r  M T. 235

Sta t ement  showing  Head O f f i c e  Ov e r h e a d  p e r  MT. 237

Sta t ement  showing  t he  f a c t o r y w i s e  c o m p a r a t i v e  
p r o d u c t i o n  c o s t  o f  U r ea  p e r  MT f o r  t he  l a s t  
f i v e  y e a r s  ( 1981-82 to 1 9 8 5 - 8 6 ) .  240

Sta t ement  showing  y e a r w i s e  p r o d u c t i o n  c o s t  o f  
TSP p e r  MT f o r  the l a s t  f i v e  y e a r s  ( 1981 - 82  to 
1985 - 86 ) .  241

St a t ement  showing y e a r w i s e  p r o d u c t i o n  c o s t  o f  
Ammonium S u l p h a t e  p e r  MT f o r  the l a s t  f i v e  
y e a r s  ( 198 1-82 to 1 9 8 5 - 8 6 ) .  242

Sta t ement  showing  f a c t o r y w l s e  p r o d u c t i o n  c o s t  
p e r  MT f o r  the l a s t  f i v e  y e a r s  ( 198 1 - 82  to 
1 9 85 - 8 6 ) .  243

Stat ement  showing  a c t u a l  t o t a l  p r o d u c t i o n  c o s t  
o f  UFPL f o r  the l a s t  f i v e  y e a r s  ( 1981 - 82  to 
1 9 8 5 - 8 6 ) .  246

St a t ement  showing  t o t a l  p r o d u c t i o n ,  t o t a l  c o s t  
and c o s t  p e r  MT o f  UFFL.  247

C o mp a r a t i v e  s t a t e me n t  o f  Bud g e t s  and / i c t u a l s  
o f  UFFL f o r  the  l a s t  f i v e  y e a r s  ( 1981 - 82  to 
1 9 8 5 - 8 6 ) .  250

T a b u l a t e d  Summary o f  Z t e s t .  261

Sta t ement  showi ng  p r o d u c t i o n  c a p a c i t i e s  and 
u t i l i s a t i o n  o f  f e r t i l i z e r  s e c t o r  m  I n d i a  
and B a n g l a d e s h .  27 3

C a p a c i t y  u t i l i z a t i o n  o f  f e r t i l i z e r  s e c t o r  i n  
I n d i a .  274

Sta t ement  showing  the i n s t a l l e d  c a p a c i t y .  27 6
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50. 6 . 04 St a t eme nt  shcv. ing c a p a c i t y  u t i l i z a t i o n  ut  
t e r t i i x z e r  t a c t o n r s  -i-n B a n g l a d e s h  f o r  the  
l a s t  ten y e a r s  ( 1976-77 to 1 9 8 5 - 8 6 ) . 278

51. 6 . 0 5 S t a t eme nt  showing c a p a c i t y  u t i l i z a t i o n  o f  
f e r t i l i z e r  f a c t o r i e s  i n  B a n g l a d e s h  f o r  the  
l a s t  ten y e a r s ,  1976-77 to 1985-86 ( f a c o t y -  
wi s e ) . 279

52. 6 . 06 Stat ement  showing c a p a c i t y  u t i l i z a t i o n  o f  
ZFCL f o r  1984-85 and 1985- 86 . 28 1

53. 6.07 St a t ement  showing  the e f f e c t  f o r  v a r y i n g  
Volume o f  p r o d u c t i o n ,  on c o s t s  and r e s u l ­
t a n t  p r o f i t  o f  UFFL. 28 2

54. 6.08 Stat ement  showi ng  p r o d u c t i v i t y  i n d i c e s  o f  
i n d u s t r i a l  l a b o u r  i n  f e r t i l i z e r  I n d u s t r y  o f  
B a n g l a d e s h  f o r  the p e r i o d  from 1979-80 to 
1985- 86 , 286

55. 6.09 Stat ement  showing  manpower  p o s i t i o n  o f  f e r t i ­
l i z e r  f a c t o r i e s  i n B a n g l a d e s h  a s  on 30th June  
1986. 288

56. 6.  10 St a t eme nt  showing  manpower  p o s i t i o n  o f  NGFF. 289

57. 6 ,11 Sta t ement  showing l a b o u r  p r o d u c t i v i t y  o f  
NGFF. 290

58. 6.  12 Statement  showing  manpower  p o s i t i o n  o f  UFFL. 29 1

59. 6 . 13 Sta t ement  showing  l a b o u r  p r o d u c t i v i t y  o f  
UFFL. 29 2

60. 6.  14 St a t eme nt  showing  manpower  p o s i t i o n  o f  ZFCL. 29 3

61 . 6. 15 Statement  showing l a b o u r  p r o d u c t i v i t y  o f  
ZFCL. 29 4

62. 6.  16 Sta t ement  showing  manpower  p o s i t i o n  o f  TSPC. 29 5

63. 6.  17 Sta t ement  showi ng  l a b o u r  p r o d u c t i v i t y  o f  
TSPC. 29 6

64. 6.  18 Co mp a r a t i v e  y e a r l y  a v e r a g e  manpower  p o s i t i o n  
f o r  t he  l a s t  ten y e a r s  ( 1975-77 to 1 9 8 5 - 8 6 ) . 297

65. 6. 19 Statement  showing  l a b o u r  p r o d u c t i v i t y  o f  
d i f f e r e n t  f e r t i l i z e r  f a c t o r i e s . 299
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6fa. 6. 20 Labour  p r o d u c t i v i t y  o f  u r e a  f e r t i l i z e r  p l a n t s  
( g a s  b a s e d  p l a n t s ) . 301

67. 6. 21 L a b ou r  p r o d u c t i v i t y  o f  TSPC f e r t i l i z e r  p l a n t . 30 2

68. 6 . 22 La bour  p r o d u c t i v i t y  o f  u r e a  f e r t i l i z e r  p l a n t s  
i n  1 ndi  a . 30 3

69. 6 . 23 Stat ement  shovving y e a r l y  do wn - t i me  o f  d i f f e ­
r e n t  f e r t i l i z e r  f a c t o r i e s  f o r  the  l a s t  ten 
y e a r s  ( 1976-77 to 1 9 8 5 - 8 6 ) . 30 5

70. 6.  24 Sta t ement  showing the  y e a r l y  a v e r a g e  d o wn - t i me , 307

71. 7 . 0  1 Sta t ement  showing the  summary o f  r e s p o n d e n t s . 313

72. 7 . 0 2 Sta t ement  showing  the l i s t  o f  r e s p o n d e n t s . 314

73. 7 . 0 3 St a t ement  showing  t he  o p i n i o n s  o f  t h e  r e s p o n ­
d e n t s . 316

74. 8 . 01 St a t ement  showing the  i n t e r n a l  A u d i t  o f  211a 
F e r t i l i z e r  Company L i m i t e d . 33b

75. 9 . 0  1 St a t ement  showing  t he  c o s t  o f  p r o d u c t i o n  o f  
d i f f e r e n t  k i n d s  o f  f e r t i l i z e r s  m  d i f f e r e n t  
f a c t o r i  es . 338
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Cha r t
No. P a r t i  cu i d  r s P a g e s

1. 2.0 1 C h a r t  showing  the f l o w  o f  c o s t ,  e x p e n s e ,  and 
l o s s . 39

2. 2 .02 Anatomy o f  I n t e r n a l  C o n t r o l . 47

3. 2 . 03 A r e a s  o f  Co s t  S a v i n g s . 78

4. 3.01 H l s t o r i g r a m  r e p r e s e n t i n g  f e r t i l i z e r  p r o d u c ­
t i on  i n  B a n g l a d e s h  f o r  the  l a s t  ten y e a r s  
( 1976-77 to 1 9 8 5 - 8 6 ) . 126

5. 4.0 I Ch a r t  shovving t a r g e t  and a c t u a l  p r o d u c t i o n  
o f  d i f f e r e n t  k i n d s  o f  f e r t i l i z e r s  m  
Ban g l a d  esh. 157

6. 4 . 02 Ch a r t  showing  f e r t i l i z e r  t a r g e t  and a c t u a l  
p r o d u c t i o n  i n  B a n g l a d e s h  f o r  the  l a s t  ten 
y e a r s .  ( 1976-77 to 1 9 8 5 - 8 6 ) . 159

7. 4 . 03 P i e - c h a r t  showing  d i f f e r e n t  c a t e g o r i e s  o f  
y e a r l y  a v e r a g e  p r o d u c t i o n  c o s t  ( U r e a ) . 184

8. 4 . 04 P l e - c h a r t  showing  d i f f e r e n t  c a t e g o r i e s  o f  
y e a r l y  a v e r a g e  p r o d u c t i o n  c o s t  ( T S P ) . 18 4

9. 4 . 05 P i e - c h a r t  showing  d i f f e r e n t  c a t e g o r i e s  o f  
y e a r l y  a v e r a g e  p r o d u c t i o n  c o s t  (Ammonium 
Sulpha t e ) . 184

10. 4,06 Time s e r i e s  showing  m a t e r i a l  c o s t  p e r  m e t r i c  
ton o f  U r e a ,  TSP and Ammonium S u l p h g t e  f o r  
the l a s t  f i v e  y e a r s  ( 1981-82 to 1 9 8 5 - 8 6 ) . 190

11. 4.07 Time s e r i e s  showing  l a b o u r  c o s t  p e r  m e t r i c  
ton o f  U r e a ,  TSP and Ammonium S u l p h a t e  f o r  
the l a s t  f i v e  y e a r s  ( 198 1 -82 to 1 9 8 5 - 8 6 ) . 200

12. 4.08 Time s e r i e s  showing p owe r  and f u e l  c o s t  p e r  
m e t r i c  ton o f  U r e a ,  TSP and *'mmonium S u l p h a t e  
f o r  the  l a s t  f i v e  y e a r s  ( 198 1-82 to 1 9 8 5 - 8 6 ) . 23b

13. 4.09 Time s e r i e s  showing  s t o r e s ,  s p a r e s  and 
a c c e s s o r i e s  c o s t  p e r  m e t r i c  ton o f  U r e a ,  TSP 
and rtmmonium S u l p h a t e  f o r  the l i s t  f i v e  
y e a r s  ( 1981-82 to 1 9 8 5 - 8 6 ) . 206
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14. 4, 10 Time s e r l P s  showing f a c t o r y  o v e r h e a d  c o s t  p e r  
m e t r i c  ton o f  U r e a ,  TSP and Ammonium S u l p h a t e  
f o r  the l a s t  f i v e  y e a r s  ( 1981-82 to 1 9 8 5 - 8 6 ) . 219

15. 4. 11 Time s e r i e s  showing  a d m i n i s t r a t i v e  o v e r h e a d  
Cost  p e r  m e t r i c  ton o f  U r e a ,  TSP and Ammonium 
S u l p h a t e  f o r  the l a s t  f i v e  y e a r s  ( 198 1-82 to 
1985- 86 )  . 221

16. 4. 12 Time s e r i e s  shovdng s e l l i n g  and d i s t r i b u t i o n  
o v e r he a d  c o s t  p e r  m e t r i c  ton o f  U r e a ,  TSP and 
Ammonium S u l p h a t e  f o r  the  l a s t  f i v e  y e a r s  
( 1 9 8 1 - 8 2  to 1 9 8 5 - 8 6 ) . 225

17. 4 . 13 Time s e r i e s  showing  i n s u r a n c e  c o s t  p e r  m e t r i c  
ton o f  U r e a ,  TSP and Ammonium S u l p h a t e  f o r  
the l a s t  f i v e  y e a r s  ( 198 1-82 to 1985 - « t > ) , 227

18. 4.  14 Time s e r i e s  showing  d e p r e c i a t i o n  c o s t  p e r  
m e t r i c  ton o f  U r e a ,  TSP and Ammonium S u l p h a t e  
f o r  the l a s t  f i v e  y e a r s  ( 198 1-82 to 1 9 8 5 - 8 b ) . 229

19. 4.  15 Time s e r i e s  showing  i n t e r e s t  and f i n a n c i a l  
c o s t  p e r  m e t r i c  ton o f  U r e a ,  TSP and Ammonium 
S u l p h a t e  f o r  the  l a s t  f i v e  y e a r s  ( 198 1 -82 to  
1985- 86 )  . 235

20. 4, 16 Time s e r i e s  showing  Head O f f i c e  o v e r h e a d  c o s t  
p e r  m e t r i c  ton o f  U r e a ,  TSP and Ammonium 
S u l p h a t e  f o r  the  l a s t  f i v e  y e a r s  ( 198 1-82 to  
1985- 86 )  . 238
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i No.

lApp en di x 
No. P a r t i  c u i a r s ! P a g e s  !

1. 3.0 1 S t a t ement  showing  f e r t i l i z e r  p r o d u c t i o n  i n  
B a n g l a d e s h  f o r  the  l a s t  ten y e a r s  ( 1976-77  
to 1 9 8 5 - 8 6 ) . 347

2. 4.01 L i s t  o f  D i r e c t o r s  showing  the B o a r d s  o f  4 
s e l e c t e d  e n t e r p r i s e s . 349

3. 4 . 02 Budget  A n a l y s i s  o f  NGFF ( 1 9 83 - 8 4 ) . 351

4. 4 , 03 Budge t  A n a l y s i s  o f  NGFF ( 1 9 8 5 - 8 6 ) , 354

5. 4 . 04 St a t ement  showing f e r t i l i z e r  t a r g e t  and 
a c t u a l  p r o d u c t i o n  v\i th c a p a c i t y  u t i l i z a t i o n  
i n  B a n g l a d e s h  f o r  the l a s t  ten y e a r s  
( 1976-77 to 1 9 8 5 - 8 6 ) . 357

6. 4 . 0b St a t ement  showi ng  t a r g e t  and a c t u a l  p r o d u c ­
t i on  w i t h  c a p a c i t y  u t i l i z a t i o n  o f  Ur ea  
F e r t l  11 z e r . 359

7. 4 . 06 S ta t ement  showing p r o d u c t i o n  c o s t  o f  NGFF 
( U r e a  P Ian t )  . 36 1

8. 4.07 Sta t ement  showing  p r o d u c t i o n  c o s t  o f  NGFF 
(Ammonium S u l p h a t e  P l a n t ) . 362

9 , 4,08 S t a t ement  showing  p r o d u c t i o n  c o s t  o f  UFFL, 363

10. 4.09 Sta t ement  showing  p r o d u c t i o n  c o s t  o f  TSPC. 364

11. 4. 10 Sta t ement  showing  p r o d u c t i o n  c o s t  o f  ZFCL. 365

12. 6 . 01 Sta t ement  o f  Down- t i me  j NGFF. 366

13. 6 . 02 Sta t ement  o f  Down- t i me  » UFFL. 367

14. 6 . 03 Statement  o f  Down- t i me  t ZFCL. 368

15. 6 . 04 Sta t ement  o f  Down- t i me  i TSPC. 369

16. 7 . 0  1 Qu e s t i  onnai  r e . 370
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17. 7 . 0 2 P a r t i c u l a r s  o f  the  Re sp onde nt s 1 NGFF. 37 4

18, 7 . 0 3 P a r t i c u l a r s  o f  the Re s p onde n t s j UFFL. 37 5

19. 7 . 0 4 P a r t i c u l a r s  o f  the Re sp on den t s : TSPC. 37 6

20. 7 . 0 5 P a r t i c u l a r s  o f  the Re sp on den t s 1 ZFCL. 378

21. 8 . 0  1 I n t e r n a l  a^di  t q u e r r i e s  o f  Zi a 
Company L i m i t e d  f o r  t he  p e r i o d  
December  1983 to December  1984.

F e r t i l i  z e r  
from

380

22. 8 . 0 2 I n t e r n a l  a u d i t  q u e r r i e s  o f  Zi a 
Company L i mi t e d  f o r  the  p e r i o d  
J a n u a r y  1985 to June  1905.

F e r t i 1 1 ze r  
from

389

23. 8 . 0 3 I n t e r n a l  a u d i t  q u e r r i e s  o f  Zi a 
Company L i m i t e d  f o r  t he  p e r i o d  
J u l y  1985 to December  1985.

F e r t i l i z e r  
from

39 4

24. 8 . 0 4 I n t e r n a l  a u d i t  q u e r r i e s  o Zi a 
Company L i m i t e d  f o r  t he  p r i o d  
J a nu a r y  1986 to June  1986.

F e r t i l i z e r  
from

397
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a b s t r a c t

The study a d d r e s s e d  the f e r t i l i z e r  i n d u s t r y  o f  B a n g l a d e s h ;  S p e c i ­

f i c a l l y ,  an exa mi na t i on  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  m e a s u r e .  

The f e r t i l i z e r  i n d u s t r y  in B a n g l a d e s h  i s  a most  c r i t i c a l  i n d u s t r y  

b e c a u s e  o f  i t s  l i n k a g e  both w i t h  i n d u s t r i a l i z a t i o n  and a g r i  cu i tu r a  J. 

deve l opment .  S i nce  c o s t  o f  p r o d u c t i o n  form the  b a s i s  m  f i x a t i o n  o f  

s e l l i n g  p r i c e ,  the study o f  the v a r i o u s  c o s t  e l e me n t s  i s  v e r y  much 

s i g n i f i c a n t  i n  the  c o n t e x t  o f  s u b s i d y  p o l i c y  o f  the  g ove r nment .  An 

a t t e mp t  has been made,  i n  the  s t udy ,  to c r i t i c a l l y  a s s e s s  the p r e s e n t  

c o s t  Cont r o l  and c o s t  r e d u c t i o n  t e c h n i q u e s  c u r r e n t l y  u s e d .  An e f f o r t  

has  a l s o  been made to examine  the  e f f i c i e n c y  and e f f i c a c y  o f  d i f f e ­

r e n t  a s p e c t s  o f  f e r t i l i z e r  i n d u s t r y ,  such a s  f e r t i l i z e r  p r o d u c t i o n ,  

r e a s o n s  f o r  i t s  h i g h  p r o d u c t i o n  c o s t ,  i t s  p r o b l e m s )  and s h o r t c o m i n g s  

f a ce d  i n  c o n t r o l l i n g  and r e d u c i n g  c o s t .

The c h o i c e  o f  the  f e r t i l i z e r  i n d u s t r y  as  a t o p i c  f o r  s tudy was  

gu i de d  by a number  o f  r e a s o n s  l i k e  i n i r e a s i n g  e f f i c i e n c y ,  p r o d u c t i ­

v i t y  and equal  d i s t r i b u t i o n  o f  r e s o u r c e s  e t c .  e t c .  The r e s e a r c h e r  

t hought  t ha t  p r o d u c t i o n  o f  f e r t i l i z e r  a t  a l o w e r  c o s t  wou l d  e n a b l e  

the count ry  to a t t a i n  m u l t i p l e  o b j e c t i v e s  which a r e  a s  f o l l o w s i

i )  D i s t r i l ' U t l o n  o f  f e r t i l i z e r  a t  a f a i r  p r i c e .

l i )  Reduct i on  o f  f e r t i l i z e r  c o s t  which i n  t e rn  e n a b l e  t he  f a r me r  

to u s e  tHe same f o r  a t t a i n i n g  s e l f - s u f f i c i e n c y  i n  f ood  g r a i n .

I l l )  Reduct i on  o f  i m p o r t  o f  f ood  r e s u l t i n g  from s t a t e  o f  s e l f ­

s u f f i c i e n c y  i n  f ood g r a i n  e n a b l e  the g ove r nment  to s a ve  

f o r e i g n  c u r r e n c y .

i v )  I n c r e a s i n g  p r o d u c t i o n  o f  d i f f e r e n t  c r o p s  l i k e  J u t e ,  C o t t o n ,  

Sugar cane  e t c .  by t he  u s e  o f  f e r t i l i z e r  a t  a l o w e r  c o s t .
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XV

Out o f  the  s i x  f e r t i l i z e r  f a c t o r i e s  m  the  c o u n t r y ,  f o u r  were  

s e l e c t e d  f o r  i n v e s t i g a t i o n .  The theme ' r e a s o n a b l e  p e r i o d  o f  p r o d u c ­

t i on  e x p e r i e n c e *  was the b a s i s  f o r  s e l e c t i n g  the f o u r  f a c t o r i e s  as  

c i t e d  be l ow ,  out  o f  the si x i

1. N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,
F e nc hugon j ,  S y l h e t .

2. Urea  F e r t i l i z e r  Fa c t o r y  L i m i t e d ,
G h o r a s a l ,  N a r s m g d i .

3. T r i p l e  Sup erp hos pha ge  Complex L i m i t e d ,
N o r t h  P o t e n g a ,  C h i t t a g o n g ,  and

4. Zl a F e r t i l i z e r  Company L i m i t e d ,
A s h u g o n j ,  Brahman b a r i  a.

These  f e r t i l i z e r  f a c t o r i e s  p r o d u c e  U r e a ,  T r i p l e  S u p e r p h o s p h a t e  

and Ammonium S u l p h a t e  f e r t i l i z e r  a s  t h e i r  main p r o d u c t s  and S u l f u r i c  

rtcid,  Oleum and Gypsum a s  b y - p r o d u c t s .

Thi s  i s  a f a c t  f i n d i n g  study baset  on the  s e l e c t e d  h y p o t h e s e s *  

The f o c u s  o f  a t t e n t i o n  o f  thi  s s tudy was on the  c o s t  c o n t r o l  and  

c o s t  r e d u c t i o n  me a s u r e s  a d op t e d  by tne f e r t i l i z e r  f a c t o r i e s .  Both  

h i s t o r i c a l  and c u r r e n t  d a t a  up to 1985- 86  have  been c o l l e c t e d  from 

the p r i ma r y  and s econda r y  s o u r c e s .  A check l i s t  was  a l s o  p r e p a r e d  

to f a c i l i t a t e  c o l l e c t i o n  o f  p a p e r s ,  document s ,  annua l  r e p o r t s ,  c o s t  

s h e e t s ,  o f f i c i a l  memoranda e t c .  F u r t h e r ,  a s t r u c t u r e d  q u e s t i o n n a i r e  

was d e v e l o p e d  and us ed  f o r  the c o l l e c t i o n  o f  d a t a  r e l a t i n g  to c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  t e c h n i q u e s  empl oyed  by c o n c e r n e d  s u p e r ­

v i s o r s ,  manag e r s  and e x e c u t i v e s .  The i n t e r v i e w  work was done by the  

r e s e a r c h e r  h i m s e l f .  O f f i c i a l  documents  and p a p e r s  wer e  a l s o  c o l l e c ­

ted by him.  For  the  above  p u r p o s e s ,  the r e s e a r c h e r  made s e v e r a l  

v i s i t s  to the s e l e c t e d  f e r t i l i z e r  f a c t o r i e s .
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The study has  been d i v i d e d  i n t o  n i n e  c h j p t e r s J

Chapt e r  I .  I t  p o r t f c i y s  an a c c o u n t  o f  the s i y n i f i c a n c e  o f  c o s t  

Co nt r o l  and c o s t  r e d u c t i o n  c o v e r i n g  i t s  b a c kg r oun d  

and s t a t e me n t  o f  the p r o b l e m ,  r e a s o n s  f o r  s e l e c t i n g  

the f e r t i l i z e r  i n d u s t r y ,  o b j e c t i v e s ,  h y p o t h e s e s ,  

me t h o d o l o g y ,  and gcope  o f  the s tudy .

Ch a p t e r  I I .  I t  d e a l s  vvith a b r i e f  r e v i e w  o f  l i t e r a t u r e  on c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  c o v e r i n g  the  t h e o r y  o f  

e f f i c a c y ,  c o s t  c o n t r o l ,  c o s t  r e d u c t i o n ,  c o s t  cons ­

c i o u s n e s s ,  human and p s y c h o l o g i c a l  p r o b l e m s  o f  c o s t  

Cont r o l  and c o s t  r e d u c t i o n  e f f o r t s ;  n e e d s  and si  ■jni-  

f i c a n c e ;  t o o l s  and t e c h n i q u e s :  b a s i c  r e q u i r e m e n t s ;  

f i e l d s  and a r e a s  o f  c o s t  c o n t r o l  and Cos t  r »?doct ion  

e t c .

Chapt e r  I I I .  The economi cs  o f  f e r t i l i  r?r  and need  f o r  c o s t  m i n i m i ­

z a t i o n  w i t h  a revievv o f  f e r t i l i z e r  -  i t s  o r i g i n ,  con­

t r i b u t i o n  o f  f e r t i l i z e r  to i n c r e a s e  a g r i c u l t u r a l  

p r o d u c t i o n  and food s e l f - s u f f i c i e n c y ,  f e r t i l i z e r  u^es  

and c onsumpt i on ,  f e r t i l i z e r  p r o c u r e me n t  and d i s t r i b u ­

t i o n ,  f e r t i l i z e r  p r i c e  and s u b s i d y ,  r o l e  o f  the  

Ba n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n  i n  the  

n a t i o n a l i s e d  s e c t o r  wi th  r e f e r e n c e  to the f e r t i l i z e r  

i n d u s t r y  in Ba n g l a d e s h  a l l  t h e s e  a s p e c t s  has  been d e a l t  

v.i th i n  t h i s  c h a p t e r .
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Ch a p t e r  IV .  I t  i s  c o nc e r n e d  th the a n a l y s i s  o f  t he  c o s t  s t r u c t u r e

o f  the  f e r t i l i z e r  f a c t o r i e s  unde r  s t u d y ,  a c c o u n t i n g

p a t t e r n s  o f  the BCIC and i t s  e n t e r p r i s e s ,  b u d g e t a r y  

c o n t r o l  and s t a n d a r d  c o s t i n g  system o f  t he  f e r t i l i z e r  

f a c t o r i e s  c o v e r i n g  p r o d u c t i o n ,  p r o d u c t i o n  c o s t ,  c o s t  

p e r  m e t r i c  ton,  and compar i s on  o f  b u d g e t  v»i th the a c t u a l

C h a p t e r  V. I t  p r e s e n t s  X - r a y e d  v i e w s  o f  t he  Ur ea  F e r t i l i z e r  Fa c t o r y

L i m i t e d  —  a c a s e  s t ud y .

XVI  1

C h a p t e r  VI I t  d e s c r i b e s  the d e t e r m i n a n t s  o f  p r o d u c t i o n  c o s t  ivith 

r e f e r e n c e  to o v e r a l l  p e r f o r m a n c e ,  c a p a c i t y  u t i l i z a t i o n ,  

do wn - t i me ,  manpower  p o s i t i o n  and l a b o u r  p r o d u c t i v i t y  o f  

the s e l e c t e d  f e r t i l i z e r  f a c t o r i e s .

Ch a p t e r  V I I .  Cos t  c o n s c i o u s n e s s  o f  the  e x e c u t i v e s  o f  the f e r t i l i z e r  

f a c t o r i e s  has  been o b s e r v e d .

C h a p t e r V i l l .  F i n d i n g s  o f  I n t e r n a l  r t ' d i t  as  a me a s u r e  o f  c o s t  c o n t r o l  

has  been a n a l y s e d .

Cl i apter  IX.  I t  p r e s e n t s  the f i n d i n g s  and a l s o  c o n c l u s i o n s .

The f i n d i n g s  o f  the study a r e  g i v e n  be l ow*

1. P r o d u c t i o n  c o s t  o f  same V a r i e t y  o f  f e r t i l i z e r  such as  u r e a  v a r i e s  

from f a c t o r y  to f a c t o r y  in a p a r t i c u l a r .

2. The c o s t  o f  p r o d u c t i o n  o f  same v a r i e t y  o f  f e r t i l i z e r  has  been  

showing  an i n c r e a s i n g  t r e nd  from y e a r  to y e a r  i n  the same f a c t o r y .
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3. F e r t i l i z e r  c o s t  p e r  m e t r i c  ton has  been on the i n c r e a s e  ' /ear  

a f t e r  y e a r  d e s p i t e  i n c r e a s e  i n  the  vo lume o f  p r o d u c t i o n .

4. rtl l  the f a c t o r i e s  I n  g e n e r a l  u s e  Budge t  and S t a n d a r d  C o s t i n g  f o r  

c o n t r o l  and c o s t  r e d u c t i o n .  But  i t  shows as  p e r  p r e s e n t  s tudy

( i nv e sti  gci t i  on ) by the r esea ' ^cher  t h a t  t h e s e  i n s t r u m e n t s  o f  

c o n t r o l  a r e  n o t  used  s y s t e m a t i c a l l y  and e f f e c t i v e l y ;  the  r ea son  

b e i n g  l ack  o f  c o s t  c o n s c i o u s n e s s  among v . o rke r s ,  s u p e r v i s o r s »  

manag e r s  and e n t e r p r i s e  e x e c u t i v e s .

b. Though a l l  t h e s e  f e r t i l i z e r  f a c t o r i e s  have i n s t a l l e d  i n t e r n a l  

a u d i t  system f o r  c o n t r o l l i n g  the use  o f  p r o d u c t i o n  i n g r e d i e n t s  

but  m  a c t u a l  p r a c t i c e  i t  has  been o b s e r v e d  t h a t  the  e f f e c t i v e n e s s  

of  the s a i d  a u d i t  system i s  v e r y  ve r y  weak.  The r ecommendat i on  

o f  the a u d i t o r s  f o r  the  a d o p t i o n  o f  d r a s t i c  m e a s u r e s  to check  

l e a k a g e s *  t h e f t s ,  p i l f e r a g e s  and a s t a g e s  o f  r e s o u r c e s  a r e  n o t  

taken s e r i o u s l y  by the  c o n c e r n e d  a u t h o r i t y .

6. I t  a p p e a r s  from t he  a u d i t  r e p o - t s  t h a t  r i g h t  f rom the  w o r k e r s  to 

the top e x e c u t i v e s  o f  the f a c t o r i e s  t h e r e  1 s no s t r o n g  commitment  

to c u r t a i l  p i l f e r a g e ,  t h e f t  and w a s t e f u l  u t i l i z a t i o n  o f  r e s o u r c e s  

m s p i t e  o f  s t r o n g  d i r e c t i o n  from the  a u d i t o r  i n  t h i s  r e g a r d .

7 .  In thp m,3 t t i ' r  o f  p r o c u r e me n t  o f  m a t p r i a l s  and i n p u t s ,  the f i v e  

P ' s  o f  e f f i c i e n t  p r o cu r e me nt  na me l y ,  p u r c h a s e  o f  r i g h t  i n p u t  a t  

the r i g h t  p r i c e  from the r i g h t  s o u r c e ,  a t  the r i g h t  t ime  and i n  

r i g l i t  q u a n t i t y  i g  no t  g i ven  due c o n s i d e r a t i o n .
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8. I n v e n t o r y  Management  i s  r a t h e r  weak,  i n f l o w s  and o u t  f l o w s  o f  

the i n p u t s  not  b e i n g  checked a c c u r a t e l y  and n o t  b e i n g  r e c o r d e d  

p r o m p t l y ,  and l e a d  t ime n o t  b e i n g  f o l l o w e d  c a r e f u l l y  f o r  which  

p r o d u c t i o n  s t o p p a g e s  o c c u r s  o c c a s i o n a l l y .

9.  The system o f  C o s t  nudi  t t h a t  i s  w i d e l y  used  i n  d e v e l o p i n g  c oun ­

t r i e s  l i k e  I n d i a  has  n o t  y e t  been used  In  i ^ang l adesh .  The non -  

a p p l i c a t i o n  o f  the s a i d  a u d i t  c a u s e s  i m p r o p e r  u t i l i z a t i o n  o f  

m a t e r i a l s ,  human r e s o u r c e s  e t c .  On the o t h e r  hgnd the a p p l i c a ­

t i on  o f  the s a i d  a u d i t ,  i t  i s  a c c e p t e d  by the  g o v e r n me nt  o f  

B a n g l a d e s h  can b o o s t  up p r o d u c t i o n  and p r o d u c t i v i t y .  I t  can a l s o  

d e t e c t  the a r e a  o f  l o o p h o l e s  v e r y  e a s i l y .

10. I t  has  been r e a l i s e d  by the  top managemer' . t o f  the B a n g l a d e s h

Chemica l  I n d u s t r i e s  C o r p o r a t i o n  t , a t  the f u t u r e  wou l d  a p p e a r  

b l eak  w i t h o u t  e f f o r t  to mi n i mi ze  c o s t  o f  p r o d u c t i o n .

Management  o f  t he  f e r t i l i z e r  f i c t o r i e s  i s  p r o g r e s s i v e  and w i l l i n g

to keep c o s t  down but  they have  no t  been a b l e  to do i t  to the d e s i r e d

e x t e n t .  The economic ,  s o c i a l ,  p o l i t i c a l  and l e g a l  e n v i r o n me n t  a r e  

n o t  c o n d u c i v e  f o r  the  e l i m i n a t i o n  o f  c o s t  i n c r e a s e  c a us e d  by t h e f t ,

p i l f e r a g e ,  i mp r o p e r  u s e  o f  i n p u t s  a s  d e t e c t e d  in i n t e r n a l  and e x t e r n a l

a u d i t  r e p o r t s  and a l s o  as  o b s e r v e d  by the r e s e a r c h e r .  The need  f o r  

m i n i m i s i n g  w a s t a g e s  and i n e f f e c t u a l  u s a g e  o f  p r o d u c t i o n  i n p u t s  have  

n o t  been c u l t i v a t e d  in the  ma n a g e r s .  The t r a i n i n g  f a c i l i t i e s  r e c e i v e d  

by them were  no t  d e s i g n e d  to t each them the t e c h n i q u e s  o f  c o s t  c o n t r o l  

and c o s t  r e d u c t i o n .  Modern t o o l s  l i k e  A p p r a i s a l  a u d i t  s ys t em,  Ma na g e ­

ment a u d i t  system a r e  s t i l l  i n  the  d i s c u s s i o n  s t a g e .  Even C o s t  a u d i t
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system ha? not  been i n t r o d u c e d .  P r o b a b l y  the  s o c i a l  norms and v a l u e s  

do no t  encour . i j e  thpm to take d r a s t i c  a c t i o n  even on wrong d e t e c t e d  

through the b u d g e t .  They a r e  no t  r eady  to t a ke  r i s k  by j u mp i n g  on 

me a s u r e s  to the e x t e n t  as  p r i v a t e  e n t r e p r e n e u r  a r e .  However ,  t h e r e  

i s  e v i d e n c e  t ha t  a w a r e n e s s  about  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  i s  

be i n g  d e v e l o p e d  p a r t i c u l a r l y  b e c a u s e  o f  the f e a r  o f  c o n v e r s i o n  o f  

the e n t e r p r i s e  i n t o  h o l d i n g  compani es  about  whi ch the  p r e s e n t  g o v e r n ­

ment has a p o < ; i t i v e  a t t i t u d e .

In c o n c l u s i o n ,  x t  can be s t a t e d  t ha t  the co<;t c o n t r o l  and c o s t  

r e d u c t i o n  as  a p r e c a u t i o n a r y  mea=;ure woul d  d e f i n i t e l y  g i v e  some 

i mpe t us  in i n c r e a s i n g  p r o d u c t i v i t y  and p r o f i t a b i l i t y  n o t  on l y  to the  

f e r t i l i z e r  s e c t o r  but  o t h e r  p u b l i c  and p r i v a t e  s e c t o r  a l s o .
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CHrtPTE.^ -  I

S IGNIFICANCE OF COST CONTROL aN D 
COST REDUCTION

1.01 BnCKG.^QUND OF THE STUDY 
rtNp I TS  P ’̂ OBLBi .

Over  the p a s t  s e v e r a l  d e ca d e s  c o s t  c o n t r o l  and c o s t  r e d u c t i o n

have  been a very  p o p u l a r  t o p i c  i n m a n a g e r i d l  r e s e a r c h .  The I n s t i t u t e

o f  Coat  and Viorks r t ccountant s  o f  Eng l and  f o c u s e d  i t s  a n a l y s i s  and

p u b l i s h e d  ' ^n I n t r o d u c t i o n  to Budge t a r y  C o n t r o l  S t a nd a r d  C o s t i n g

M a t e r i a l  C o n t r o l  and P r o d u c t i o n  C o n t r o l '  m  the  y e a r  1950^ and a l s o

2
p u b l i s h e d  a b o o k l e t  o f  ’ Cos t  - i educ t i on '  i n  the y e a r  19 b6 d e s c r i b i n g  

the s i g n i f i c a n c e  o f  c o s t  cor t r o l  and c o s t  r e d u c t i o n .  Co s t  c o n t r o l  

has been d e f i n e d  by E r i c  L. K o h l e r  a s  the  employment  o f  management  

d e v i c e s  i n the p e r f o  rman cf.- o f  any n e c e s s a r y  o p e r a t i o n  so t h a t  p r e -  

e s t a b l i s h e d  o b j e c t i v e s  o i  q u a l i t y ,  q u a n t i t y  and t ime may be a t t a i n e d  

a t  the l o w e s t  p o s s i b l e  o u t l a y  f o r  goods  and s e r v i c e s .  He a l s o  a r g u e d  

t ha t  such d e v i c e s  i n c l u d e  a c a r e f u l l y  p r e p a r e d  and r e v i e w e d  b i l l  o f  

m a t e r i a l s ,  i n s t r u c t i o n s ,  s t a n d a r d s  o f  p e r f o r m a n c e ,  competent  s u p e r ­

v i s i o n ,  c o s t  l i m i t s  on i t e m s  and o p e r a t i o n s ,  and s t u d i e s ,  i n t e r i m
3

r e p o r t s  and d e c i s i o n s  b as ed  o n the r e p o r t s .  Thus i t  a p p e a r s  

t h a t  c o s t  r e d u c t i o n  i s  a c o r r e c t i v e  f u n c t i o n  b y c o n t i n u o u s  p r o ­

c e s s  o f  a n a l y s i s  o f  c o s t s  f o r  f u r t h e r  economy in t he  a p p l i c a t i o n  o f  

the f a c t o r s  o f  p r o d u c t i o n .  And,  the c o n c e p t s  s t a n d a r d  seems to be

1. I n s t i t u t e  o f  C o s t  and Uork s A c c o u n t a n t s ,  nn I n t r o d u c t i o n  t o
Budgeta ry  C o n t r o l  S t andard  C o s t i n g  M a t e r i a l  C o n t r o l  and__P ro du c-
t l  on C o n t r o l , ( London ;  19 50 ) .

2. I n s t i t u t e  o f  Cos t  and Works  c coun tan t s,  Co .g t .-tedu c ti  on , ( L ondo n ;  
19^)6) .

3. K o h l e r ,  - r i c .  L . ,  rt D i c t i o n a r y  f o r  A c c o u n t . i n t , F i f t h  E d i t i o n ,  
p.  143.
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c h a l l e n g e d  f o r  f u r t h e r  i mpr ovement .  P r o f e s s o r  B.K,  Basu r i g h t l y  

o b s e r v e d  t h a t  un d e r  the c o s t  r e d u c t i o n  method ,  s t a n d a r d s  became a 

s u b j e c t  m a t t e r  o f  r e s e a r c h  f o r  f u r t h e r  s t a n d a r d , ^  For  t h i s  p u r p o s e  

kno w l e d g e  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  i s  a must  which i n  turn  

w i l l  e v o l v e  c o s t  c o n s c i o u s n e s s .

The economy o f  Ba n g l a d e s h  n e e d l e s s  to me n t i o n ,  i s  p r e d o m i n a n t l y  

a g r i c u l t u r a l .  The r a t e  o f  g r owt h  i n  a g r i c u l t u r e  p a r t i c u l a r l y  In  

c r o p s  p r o d u c t i o n  i s ,  t h e r e f o r e ,  o f  c r u c i a l  i m p o r t a n c e  f o r  the  economic  

de v e l opme nt  o f  B a n g l a d e s h ,  Chemi ca l  f e r t i l i z e r  i s  t he  c e n t r a l  e l ement  

i n  the  modern a g r i c u l t u r a l  t e c h n o l o g y  f o r  i n c r e a s i n g  p r o d u c t i o n  o f  

a g r i c u l t u r a l  c r o p s .  S i n c e  i r idep endence ,  f e r t i l i z e r  consumpt i on  has  

i n c r e a s e d  q u i t e  f a s t .  The j f f - t a k e  o f  f e r t i l i z e r  was 3,80 l a kh  t on s  

i n  1973-74 and i t  i n c r e a s e !  to 12.60 l a k h  t on s  i n  1984- 35  showi ng  an 

annua l  i n c r e a s e  o f  11,53^ d u r i n g  the  p e r i o d ,  y e t  t he  i n t e n s i t y  o f  

f e r t i l i z e r  u s e  i s  l ow a s  compared w i t h  c o u n t r i e s  whi ch have  a c h i e v e d  

hi gh  y i e l d  o f  r i c e .  In B a n g l a d e s h  u s e  o f  c h e mi c a l  f e r t i l i z e r  amounted  

to 21 , 6  kg ,  p e r  a c r e  o f  l a n d  i n  1984-85 a g a i n s t  114 kg ,  i n  South Ko r e a  

i n  1982.  Wor l d  Bank s t a f f  w o r k i n g  p a p e r  d i s c l o s e d  t h a t  i n  I n d i a ,  the  

consumpt i on and p r o d u c t i o n  o f  ch e mi c a l  f e r t i l i z e r s  ha ve  i n c r e a s e d  a t  

an annua l  compound r a t e  o f  17,95^ and 11 r e s p e c t i v e l y  d u r i n g  the  

l a s t  25 y e a r s  ( 1 9 5 2 - 5 3  to 1 9 7 7 - 7 8 ) . ^

4, Basu,  B . K , ,  " C o s t  C o n t r o l " ,  gu rv e v , A J o u r n a l  o f  t he  I n d i a n  
I n s t i t u t e  o f  S o c i a l  W e l f a r e  and B u s i n e s s  Management ,  C a l c u t t a ,
May,  1974,  p , 4 6 ,

5, Government  o f  t he  P e o p l e ’ s R e p u b l i c  o f  B a n g l a d e s h ,  Th e Thi rd FI v e
Y e a r  P l an  > 1985 - 90 . ( Dha ka i  The P l a n n i n g  Commi ss i on ,  1985 ) ,  p , l 6 5 ,

6,  Wor l d  Bank Survey  o f  t F e r t i l i z e r  S e c t o r  i n  I n d i a .  { W a s h i n g t o n ,  
D. C. , 1979
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N o t w i t h s t a n d i n g  s i g n i f i c a n t  i n c r e a s e  i n  r e c e n t  y e a r s *  t he  

Us age  o f  f e r t i l i z e r  i n  Ba ng l ad e s h  i s  l ow compared w i t h  t h a t  o f  

many o t h e r  A s i a n  c o u n t r i e s . ^  Food and A g r i c u l t u r e  O r g a n i z a t i o n  

o f  the U n i t e d  N a t i o n s  p r e s e n t e d  a t a b l e  o f  member c o u n t r i e s  show­

i n g  f e r t i l i z e r  u s e  i n  p e r  h e c t a r e  o f  a g r i c u l t u r a l  a r e a *  p e r  a r e a -
Q

bl  e l and  and pe rma nent  c r o p s  and p e r  h a b i t a n t s  a b s t r a c t  o f  whi ch  

a r e  p r e s e n t e d  i n  a t a b u l a r  form ( Tab l  e - 1.0 l ) , The t a b l e  i n d i c a t e s  

t h a t  f e r t i l i z e r  consumpt i on p e r  h e c t a r e  o f  a g r i c u l t u r a l  a r e a  i n  

1983 f o r  B a n g l a d e s h ,  Ko r e a  R e p u b l i c ,  Ko r e a  DPR, and Japan we r e  5 5 . 9 ,  

320. 9,  337,9 and 388,  1 kg .  r e s p e c t i v e l y  whi ch i n d i c a t e s  the  l o w e s t  

f e r t i l i z e r  u s e  i n  B a n g l a d e s h .

A l l  the  s u c c e s s i v e  F i v e  Y e a r  P j a n s  o f  B a n g l a d e s h  have  been
9

e mp ha s i s i ng  i n c r e a s e d  crop p r o d u c t i o n .  The gove r nment  i s  d e t e r ­

mined to i n c r e a s e  a g r i c u l t u r a l  p r o d u c t i o n  by p o p u l a r i s i n g  the  u s e  

o f  chemi ca l  f e r t i l i z e r  a l o n g  w i t h  i r r i g a t i o n  w a t e r .  As  a r e s u l t ,  

the  u s e  o f  f e r t i l i z e r  has  I n c r e a s e d  s u b s t a n t i a l l y .

The u s e  o f  f e r t i l i z e r  was i n t r o d u c e d  i n  B a n g l a d e s h  i n  t he  y e a r  

1950 and i t s  annua l  consumpt i on was on l y  2 , 698  t o n s .  In I960 f e r t i ­

l i z e r  consumpt i on was i n c r e a s e d  to 49 , 019 t ons  and i n  1970 the  t o t a l  

consumpt i on was r a i s e d  to 277,  232 t o n s .  In 1982-83 f e r t i l i z e r  

consumpt i on r e c o r d e d  i t s  h i g h e s t  f i g u r e  a t  9 6 8 , 41 8  t o n s . ^ ^  I t  i s

7 ,  I n t e r n a t i o n a l  F e r t i l i z e r  De ve l opme nt  C e n t e r ,  B a n g l a d e s h  P o l i c y .  
O p t i o n s  f o r  the  Deve l opment  o f  t he  F e r t l  11 z e r  S e c t o r . ( A l a b a m a ,  
1983) ,  p . 16.

8,  Food and A g r i c u l t u r e  O r g a n i s a t i o n  o f  t he  U n i t e d  N a t i o n s .
1984 FAQ F e r t i l i z e r  Y e a r  Book . (Rome,  1985 ) ,  pp .  4 6 - 4 8 .

9,  Governme o f  t he  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  Th e Thl rd F1 v e
Y e a r  PI 198 5-90 . ( Pnak a » The P l a n n i n g  Commi ss i on ,  1985 ) ,  p .  143.

lO.  N o o r ,  f » a j j a d ,  ( K r i s h i b i d ) ,  " F e r t i l i z e r  Use  E x t e n s i o n  and I t s
Manage c" ,  The Ba n g l a d e s h  O b s e r v e r . ( Dhaka*  5th F e b r u a r y ,  1986 ) ,
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e v i d e n t  from The Th i r d  F i v e  Y e a r  P l a n  r e p o r t  t h a t  one o f  the  r e a s o n s  

f o r  l ow y i e l d  o f  r i c e  i n B a n g l a d e s h  i s  the  l ow l e v e l  o f  c h e m i c a l i z a ­

t i on  o f  the s o i l .  In 1982 paddy y i e l d  i n  B a n g l a d e s h  was 815 k g / a c r e ,  

a g a i n s t  2490 kg ,  i n  South Ko r e a ,  Sr i  Lanka had a l s o  h i g h e r  l e v e l  o f  

chemi ca l  u s e  ( 2 8 , 7  k g . / a c r e )  and a h i g h e r  y i e l d  ( 117o/k g.  ac r e )  than 

Ba n g l a d e s h .  Wi th  the e x p a n s i o n  o f  i r r i g a t i o n  f a c i l i t i e s  o f  h i g h  

y i e l d i n g  v a r i e t y  r i c e ,  wheat  and o t h e r  c r o p s ,  the  demand f o r  f e r t i ­

l i z e r  w i l l  i n c r e a s e  to 18, 85 l a kh  t ons  by 1989- 90^^  as  d e t a i l e d  out

i n t a b l e - 1.0 2.

Tf l b U  -  l , O g  

F e r t i l i z e r  D i s t r i b u t i o n  T a r g e t

1 F e r t i l i z e r  j U n i t  j 

i { 1

: --------- ------------------ 1
; 1984- 85

Actua  1
I 1989-90 \  

T a r g e t

f Urea  ' 0 0 0 '  t ons 832 1, 206

[ T5P *000'  t ons 346 554

MP ' 0 0 0 '  t ons 69 10 5 {

( O t h e r s  * 000 '  t ons 13 20

i To t a l  1 1, 260 1,885
- A

Source i  The Th i r d  F i v e  Y e a r  P l a n  ( 1985-90 )  o f  the
Government  o f  the  P e o p l e ’ s R e p u b l i c  o f  B a n g l a d e s h .

11. Government  o f  the P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  The Thi rd 
Fi V e Y e a r  P l a n . ( Dhakat  The P l a n n i n g  Commi ss i on ,  1985 ) ,  
pp . 16 5-  166,
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The f e r t i l i z e r  i n d u s t r y  i n  B a n g l a d e s h  has  been p r o g r e s s i n g

s u b s t a n t i a l l y  s i n c e  i t s  i n c e p t i o n .  The f i r s t  f e r t i l i z e r  f a c t o r y  i n

the  count r y  was e s t a b l i s h e d  i n  the  y e a r  1961 and s t a r t e d  i t s  commer-

12c i a l  p r o d u c t i o n  from J u l y ,  1962.  There  a r e  now s i x  f e r t i l i z e r

f a c t o r i e s  B a n g l a d e s h .  These f a c t o r i e s  p r o d u c e  Ur e a ,  TSP and

rtmrnonium S u l p h a t e ;  p r o d u c t i o n  o f  u r e a  i s  much more  than t h a t  o f  TSP

and Ammonium S u l p h a t e .  An i m p o r t a n t  f e a t u r e  o f  t he  u s e  o f  f e r t i l i z e r

i s  t h a t  t he  i n c r e a s e  in f e r t i l i z e r  p r i c e  has  been f a s t e r  than t h a t

o f  the  p r i c e  o f  c r o p s ,  which hg ve  dampened the  d e s i r e  o f  the  f a r m e r s

13to u s e  f e r t i l i z e r  i n  t h e i r  crop l a n d .  So,  t he  government  have  

p o p u l a r i s e d  the u s e  o f  f e r t i l i z e r  among the  c u l t i v a t o r s  by s u p p l y i n g  

f e r t i l i z e r  to them a t  a s u b s i d i z e d  p r i c e .

A l l  the  i n d u s t r i a l  u n i t s  i n  the  f e r t i l i z e r  s e c t o r  a r e  owned

and managed by the Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n .  In
i n

the r e c e n t  p a s t ,  t h e r e  has  been a s h i f t  g ove r nment  p o l i c y  r e l a t i n g  

to owne r s h i p  o f  i n d u s t r i a l  u n i t s .  The gove r nment  have  taken up a 

d e n a t i o n a l i z a t i o n  p o l i c y  in 1975 d i s i n v e s t i n g  a number  o f  n a t i o n a ­

l i z e d  concern  which e v e n t u a l l y  d i m i n i s h e d  the  wave o f  s o c i a l i s m  

s t a r t e d  i n  1972.  R e c e n t l y ,  unde r  the  New I n d u s t r i a l  P o l i c y  o f  the  

Government ,  a p r o c e s s  o f  p r i v a t i s a t i o n  has  s t a r t e d .  So,  t he  g o v e r n ­

ment has  d e c i d e d  to m o b i l i s e  and i n c r e a s e  r e s o u r c e s  o f  the c o u n t r y .

As  a r e s u l t ,  the  p o l i c y  o f  s u b s i d i z e d  s a l e  o f  f e r t i l i z e r  i s  b e i n g

12, N a t u r a l  Gas F e r t i l i z e r  Fa c t o r y  L i m i t e d ,  Annua l  R e p o r t  1 9 8 5 - 8 6 ,
( F e n c h u g o n j ) ,  p , 7 ,

13. Government  o f  the  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  The Th i r d  
Fi ve  Yea r  P l an  i 1985-90.  fDh^kpii  The P l a n n i n g  Commi ss i on ,  1985 ) ,  
p,  147,
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amended a c c o r d i n g l y .  Th i s  has  o b l i g e d  the  a u t h o r i t i e s  c o n c e r n e d  

to emphas i s e  c o n t r o l  and r e d u c t i o n  o f  the  c o s t  o f  p r o d u c t i o n  o f  

f e r t i l i z e r  so t h a t  the  f a r me r s  can g e t  t h e i r  r e q u i r e d  f e r t i l i z e r  

a t  a fai  r  p r i  ce .

One Ba n g l a d e s h i  a c a d e mi c i a n  a r g u e d  t h a t  i n  B a n g l a d e s h  the  r a t e

o f  i n c r e a s e  o f  c o s t s  o f  m a n u f a c t u r e d  goods  ha s  been much h i g h e r  than

14i n  o t h e r  c o u n t r i e s .  A r e s e a r c h e r  i n  the  p r  e - l i  b e r a  t i  on d a y s  

r e p o r t e d  t h a t  one i m p o r t a n t  c a u s e  o f  h i g h  c o s t  o f  p r o d u c t i o n  i n  

Bang l ad e s h  i s  the  m a n a g e r i a l  i n e f f i c i e n c y  and l a c k  o f  c o s t  c o n s c i o u s ­

n e s s . ^ ^  A n o t h e r  r e s e a r c h e r  h o l d s  the  v i e w  t h a t  the  most  b a f f l i n g  

p r o b l e m s  o f  our  n a t i o n a l i s e d  i n d u s t r i e s  t o - d a y  a r e »  to i n c r e a s e  the

o p e r a t i o n a l  e f f i c i e n c y ,  to a r r e s t  t he  l e a k a g e  o f  p r o f i t s  o r  to r e d u c e

16
o p e r a t i n g  l o s s e s  and t h e r e b y  to c o n t r o l  the  c o s t  o f  p r o d u c t i o n .  The 

U n i t e d  N a t i o n s  I n d u s t r i a l  Deve l opment  O r g a n i s a t i o n  d i s c l o s e d  t h a t  

hi gh  c o s t  o f  p r o d u c t i o n  o f  f e r t i l i z e r  I s  the main p r o b l e m i n  many 

d e v e l o p i n g  c o u n t r i e s . A s  the f e r t i l i z e r  f a c t o r i e s  a r e  u n d e r  the  

owner s h i p  and c o n t r o l  o f  the gov e r n me n t ,  they a r e  un d e r  t r emendous  

p r e s s u r e  f o r  m i n i m i z i n g  the  c o s t  o f  p r o d u c t i o n  by p l u g g i n g  a l l  t he  

h o l e s  o f  l e a k a g e s  and w a s t a g e s  o f  t h e i r  r e s o u r c e s .  So,  the  c o s t  c o n ­

t r o l  and c o s t  r e d u c t i o n  c o n s t i t u t e  an i m p o r t a n t  a r e a  f o r  r e s e a r c h ,

14. Khan,  A z i z u r  Rahman, "A Study i n t o  the  Ga uge s  o f  High C o s t  o f  
P r o d u c t i o n  o f  M a n u f a c t u r e d  Goods  m  B a n g l a d e s h ” , The Dhaka  
U n i v e r s i t y  S t u d i e s . P a r t - A ,  ( Dhaka*  1974 ) ,  p , 2 l l .

15. H a b i b u l l a h ,  M, , "A Case  f o r  R e s p o n s i b i l i t y  A c c o u n t i n g ” ,
The I n d u s t r i a l  A c c o u n t a n t . ( K a r a c h i  i The P a k i s t a n  I n s t i t u t e  
o f  I n d u s t r i a l  A c c o u n t a n t s *  1971 ) ,  p . 22.

16, Khan,  Md. Mu i n u d d i n ,  "An E v a l u a t i o n  o f  A c c o u n t i n g  P r a c t i c e s  
i n  B a n g l a d e s h ” , The A c c o u n t a n t . ( Dhaka*  B a n g l a d e s h  C h a r t e r e d  
Account ancy  Ch a t r a  P a r i  shad,  1984 ) ,  p , 3 1 ,

17, Un i t e d  N a t i o n s  I n d u s t r i a l  De va l opme nt  O r g a n i s a t i o n ,  Recent  De v e ­
l opment s  i n the  F e r t i l i z e r  I n d u s t r y . ( New V o r k i  1972) ^  p , 9 3.
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8

The r e s e a r c h e r  o f  the p r e s e n t  d i s s e r t a t i o n  has  been e n c o u r a g e d  

by the  o b s e r v a t i o n  made by some emi nent  s o c i a l  s c i e n t i s t s  and a c a d e ­

mi c i an  o f  the c o u n t r y .  For  examp l e ,  one e c o n o mi s t  o b s e r v e d  t h a t  a t  

the  p u b l i c  s e c t o r  i n d u s t r i a l  e n t e r p r i s e s  a d e q u a t e  management  i n f o r ­

mat i on was n o t  m a i n t a i n e d ,  p r o p e r  c o s t i n g  was n o t  done ,  a p p r o p r i a t e

b u d g e t a r y  c o n t r o l  was n o t  a p p l i e d  and t h e r e  e x i s t e d  v e r y  l i t t l e  c o s t

18
c o n s c i o u s n e s s  amongst  the  e x e c u t i v e s .  A p r o f e s s i o n a l  C o s t  A c c o u n ­

t a n t  o b s e r v e d  t h a t  h i g h e r  p r i c e s  o f  goods  p o s e d  a s e r i o u s  economic

19and s o c i a l  p r o b l e m.  An e x p e r i e n c e d  C o s t  A c c o u n t a n t  f o c u s e d  t he

methods  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  i n  the  n a t i o n a l i s e d
20

i n d u s t r i a l  s e c t o r .  Lack o f  co s t - mi  n dedn e s s  among the ma n a g e r s  o f
21

p u b l i c  s e c t o r  u n i t  has  been o b s e r v e d  by P r o f e s s o r  Dr .  M. H a b i b u l l a h .

18. Ahmed,  Q. Kh o l i  qu zzaman, "The  Management  o f  N a t i o n a l i s e d  I n d u s ­
t r i e s  S e c t o r  i n  B a ng l a d e s h  t Some Comments on the  F i r s t  F i v e  
Y e a r  P l a n  P r o p o s a l s " .  P o l i t i c a l  Economy. V o l .  1, No.  1 ( Dha ka i
B a ng l a d e s h  Economic A s s o c i a t i o n ,  1974 ) ,  p .  257,

19. Mi ah,  Md. Uttam A l i  , **Why C o s t  C o n t r o l  and How to C o n t r o l " ,
p a p e r  p r e s e n t e d  i n  * C o s t  C o n t r o l  and C o s t  Re duc t i on *  Semi nar  
s ponso r e d  by t he  I n s t i t u t e  o f  C o s t  and Management  A c c o u n t a n t s  
o f  B a n g l a d e s h ,  Dhaka,  on O c t o b e r  30,  1981.

20. S h a h i d u l l a h ,  Md. , "Methods  o f  C o s t  C o n t r o l  and Co s t  Re d uc t i on  
i n  the N a t i o n a l i s e d  I n d u s t r i a l  Sec to r * ' ,  The A c c o u n t a n t . ( Dha ka i  
B a ng l a d e s h  C h a r t e r e d  Account a ncy  C h a t r a  P a r i  shad ,  1 9 7 b K

21. H a b i b u l l a h ,  M, , "Maki ng  Empl oyees  C o s t - M i n d e d ' * ,  p a p e r  p r e s e n t e d
i n  ' C o s t  C o n t r o l  and Cos t  R e d u c t i o n '  s e mi n a r  s p o n s o r e d  by t he  
I n s t i t u t e  o f  C o s t  and Management  A c c o u n t a n t s  o f  B a n g l a d e s h ,
Dhaka,  on O c t o b e r  30,  1981.
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1.02 REASO^iS FOR SELECTING THE FERTILIZER INDUSTRY

The U n i t e d  N a t i o n s  I n d u s t r i a l  De ve l opment  O r g a n i s a t i o n  (UNXDC)  

p r e s e n t e d  a Monograph e n t i t l e d ,  " F e r t i l i z e r  I n d u s t r y "  which was b a s e d  

on the p r o c e e d i n g s  o f  the I n t e r n a t i o n a l  Symposium on I n d u s t r i a l  De ve ­

l opment ,  No vembe r - Dece mber ,  1967 i n  A t h e n s ,  i n  whi ch g r e a t  e mp has i s

22
was pu t  on the f e r t i l i z e r  i n d u s t r y .  In t h i s  monograph i t  was  s a i d  

t h a t  i t  ( t h i s  i n d u s t r y )  h e l d  a u n i q u e  p o s i t i o n  i n  d e v e l o p i n g  c o u n t r i e s  

b e c a us e  i t  i s  l i n k e d  both wi th  a g r i c u l t u r a l  d e v e l o p m e n t  and i n d u s t r i a ­

l i z a t i o n .  In t h i s  Monograph,  UNIDO s t a t e d  t h a t  a l t h o u g h  a g r i c u l t u r e

i s  i t s  p r i n c i p a l  cus t ome r  , s t i l l  t he  f e r t i l i z e r  i n d u s t r y  has  l i n k s

23wi t h  many o t h e r  i n d u s t r i e s .  As  f o r  e x a mp l e ,  t he  o i l  and n a t u r a l  

g a s  i n d u s t r i e s  s upp l y  h y d r o c a r b o n s  a s  r a w - m a t e r i  a l  s to the  f e r t i l i z e r  

i n d u s t r y ,  the  mi n i n g  i n d u s t r y  s u p p l i e s  p h o s p h a t e  r o c k ,  p o t a s h  and  

m i n e r a l s  and s u l p h u r ,  t he  ammonia p r o d u c e d  by the  f e r t i l i z e r  i n d u s t r y  

has  many i n d u s t r i a l  a p p l i c a t i o n s ,  Ammonium n i t r a t e  i s  u s e d  as  an 

I n d u s t r i a l  e x p l o s i v e ,  p a r t i c u l a r l y  i n  c o a l  m i n i n g ,  Urea  i s  u s e d  i n  

making  u r e a - f o r m a l d e l y d e  p l a s t i c s .  P h o s p h o r i c  a c i d  ha s  many i n d u s ­

t r i a l  u s e s .  Ammonium p h o s p h a t e  i s  u s e d  a s  a f i r e - p r o o f i n g  a g e n t ,  

Ammonium C h l o r i d e ,  which i s  i m p o r t a n t  i n  the  m a n u f a c t u r e  o f  dry  

b a t t e r i e s ,  and Soda ash i s  made as  j o i n t  p r o d u c t  i n  a p r o c e s s  u sed  

i n  s e v e r a l  A s i a n  c o u n t r i e s .  Thus i n  many d e v e l o p i n g  c o u n t r i e s  f e r t i ­

l i z e r s  p r o v i d e  the n u c l e u s  f o r  a b r o a d l y - b a s e d  ch e mi c a l  i n d u s t r y *

22. Un i t e d  N a t i o n s  I n d u s t r i a l  De ve l opment  O r g a n i z a t i o n ,  F e r t l  l i  z e r
I n d u s t rv . ( New Yo rk i  U n i t e d  N a t i o n s ,  Monogr aph  No,  6,  1969 ) ,  
p.  1.

23. I hi d . . p .  2.
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The c h o i c e  o f  f e r t i l i z e r  i n d u s t r y  a s  an a r e a  o f  i n v e s t i g a t i o n

in Ba ng l a d e s h  has  been made f o r  a number  o f  r e a s o n s , ®  The r e s e a r c h e r

t h i n k s  t h a t  p r o d u c t i o n  o f  f e r t i l i z e r  a t  a l o w e r  c o s t  w i l l  e n a b l e  the

count ry  to a t t a i n  m u l t i p l e  o b j e c t i v e s  n o t e d  b e l o w i

1, The f a r mer  w i l l  g e t  f e r t i l i z e r  a t  a f a i r  p r i c e ,  e n a b l i n g  him 

to b r i n g  a b o u t  g r een r e v o l u t i o n  i n  the  c o u n t r y .

2. I t  w i l l  e n a b l e  the  f a r mer  to I n c r e a s e  f ood  p r o d u c t i o n ,  whi ch  

can he l p  to a t t a i n  s e l f - s u f f i c i e n c y  i n  f ood  and r e d u c e  d e p e n ­

dence  on food i m p o r t .

3, i t  w i l l  I n c r e a s e  the  p r o d u c t i o n  o f  raw m a t e r i a l s  r e q u i r e d  f o r  

d i f f e r e n t  m a n u f a c t u r i n g  i n d u s t r i e s  e . g ,  j u t e  f o r  j u t e  i n d u s t r y ,  

co t t on  f o r  t e x t i l e  i n d u s t r y ,  and s u g a r c a n e  f o r  s u g a r  i n d u s t r y ,  

e t c .

4, I t  w i l l  a l s o  i n c r e a s e  the p r o d u c t i o n  o f  c a s h  c r o p s  f o r  e a r n i n g  

more f o r e i g n  c u r r e n c y  t h r oug h  e x p o r t .

5. F u r t h e r ,  i t  w i l l  e n c o u r a g e  more and more  p r o d u c t i o n  o f  c r o p s ,  

i n v e s t m e n t  i n  a g r i c u l t u r a l  c r op  p r o d u c t i o n ,  a d o p t i o n  o f  b e t t e r  

and i mpr oved  p r o d u c t i o n  t e c h n o l o g y ,  and i n c r e a s e  e f f i c i e n c y  o f  

a g r i c u l t u r a l  p r o d u c t i o n .

6. F i n a l l y ,  i t  w i l l  i n c r e a s e  farm p r o d u c t i o n  and f a r m e r ' s  i nc ome ,  

which w i l l  g r a d u a l l y  l e a d  to f a r m e r s  a b i l i t y  to l i v e  on t h e i r  

own,  and u l t i m a t e l y  they w i l l  work ha r d  to p r o d u c e  more and more  

b r i n g i n g  f o r  the c a use  o f  g r e en  r e v o l u t i o n  i n  the  c o u n t r y .

a.  See A b s t r a c t .
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The main o b j e c t i v e  o f  the  s tudy i  s to make a c r i t i c a l  a s s e s s ­

ment o f  the e x i s t i n g  p r a c t i c e s  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n

me a s u r e s  i n the  f e r t i l i z e r  i n d u s t r y .  The s p e c i f i c  o b j e c t i v e s  o f

t h i s  study a r e  as  f o l l o w s i

1. To a s c e r t a i n  t he  p r o d u c t w i s e  c o s t  o f  p r o d u c t i o n  o f  d i f f e r e n t  

f e r t i l i z e r  f a c t o r i e s .

2. To i d e n t i f y  the  c a us e s  o f  h i g h  c o s t  o f  p r o d u c t i o n  f o r  whi ch

s ubs i dy  has  g o t  to be g i v e n .

3. To examine the f u n c t i o n s  now p e r f o r m e d  by t he  c o s t  a c c o u n t i n g

departm en t ,

4. To examine the e x t e n t  to whi ch modern c o s t  c o n t r o l  and c o s t

r e d u c t i o n  t e c h n i q u e s  such as  B ud g e t a r y  C o n t r o l ,  S t a nd a r d  

C o s t i n g ,  Breakeven  A n a l y s i s  e t c ,  a r e  a p p l i e d .

5. To examine which e l ement s  o f  c o s t  a r e  c o n t r o l l a b l e  i n  the  

i n d i v i d u a l  f e r t i l i z e r  f a c t o r y .

6. To examine the e x t e n t  to whi ch work me t h ods ,  e q u i p me n t s ,  

f a c t o r y  d e s i g n  and l a y o u t  a r e  c o n d u c i v e  to p r o d u c t i o n  a t  

minimum c o s t ,

7.  To i n d i c a t e  the  c o s t  o f  p r o d u c t i o n  p e r  m e t r i c  ton o v e r  the  

y e a r s  i n  r e l a t i o n  to f e r t i l i z e r  p r i c e .

1 . 0  3 O B J E C T I V E S  O F  T HE  STUDY
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8,  To a s s e s s  the  e x i s t i n g  o r g a n i s a t i o n a l  c l i m a t e  f a v o u r a b l e  f o r  

Cost  c o n t r o l  and c o s t  r e d u c t i o n  and to e v a l u a t e  the  a t t i t u d e  

o f  w o r k e r s ,  emp l oyee s  and management  t owa r d  c o s t  c o n t r o l  and  

c o s t  r e d u c t i o n  me a s u r e s .

9 .  To i d e n t i f y  the  c a u s e s  f o r  whi ch the  c o s t  o f  p r o d u c t i o n  o f  

the same v a r i e t y  o f  f e r t i l i z e r  v a r i e s  from one  f a c t o r y  to 

a n o t h e r ,

10.  To f i n d  out  the  amount o f  l o s s  i n c u r r e d  by t he  f e r t i l i z e r  

f a c t o r i e s  a s  a r e s u l t  o f  s a l e  o f  f e r t i l i z e r  a t  a s u b s i d i z e d  

p r l  ce .

11. To examine the e x t e n t  to whi ch f e r t i l i z e r  f a c t o r i e s  have  

r e q u i s i t e  t r a i n e d  manpower  to he l p  management  i n  c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  m a t t e r s .

12. To examine how f a r ,  w o r k e r s »  s u p e r v i s o r s  and ma n a g e r s  o f  

d i f f e r e n t  l e v e l s  a r e  c o s t  c o n s c i o u s .

13. To examine how f a r  the  c o n t r o l  o v e r  the  d i f f e r e n t  e l e me n t s  

o f  c o s t s  z. m a t e r i a l ,  l a b o u r  and o v e r h e a d  e x p e n s e s  e x e r ­

c i s e d  by the  a u t h o r i t i e s  c o n c e r n e d ,  ha s  been f ound  e f f e c t i v e .

14. To p r e s e n t  an a c t i o n  p l an  to the  management  f o r  e f f e c t i v e  

Cos t  c o n t r o l  and c o s t  r e d u c t i o n .
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In o r d e r  to r e a l i s e  the o b j e c t i v e  o f  the s t u d y ,  t he  f o l l o w i n g  

s p e c i f i c  h y p o t h e s e s  have  been d e v e l o p e d  f o r  v e r i f i c a t i o n  t h r o ug h  

e m p i r i c a l  i n v e s t !  Qa ti  on i

1, The c o s t  o f  p r o d u c t i o n  o f  f e r t i l i z e r  p e r  m e t r i c  ton has  been  

I n c r e a s i n g  y e a r  a f t e r  y e a r  d e s p i t e  the commitment  o f  t he  

government  to e n s u r e  d i s t r i b u t i o n  o f  f e r t i l i z e r  among the  

f a r mer  a t  a r e a s o n a b l y  f a i r  p r i c e .

2. A c c e p t a n c e  and u se  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  t e c h n i q u e s  

l i k e  Bud ge t a r y  C o n t r o l  and S t a n d a r d  C o s t i n g  by e n t e r p r i s e  p e r s o ­

nne l  i s  h a l f  h e a r t e d  and i n e f f e c t i v e  r a t h e r  than s y s t e m a t i c  and  

w e l l  d e s i g n e d  v i z .

( a )  C o s t  c o n t r o l  me a s u r e s  l i k e  V a l u e  A n a l y s i s  and S u g g e s t i o n  

Scheme w i d e l y  used  I n  the  ma t u r e  e c o n o mi e s  have  n o t  

r e c e i v e d  any m e n t i o n a b l e  r e c o g n i t i o n  i n  B a n g l a d e s h  f e r t i -

11 ze r  f a c t o r i  e s .

( b )  B r e ak - Even  A n a l y s i s  i s  n o t  u s e d  a s  a c o s t  c o n t r o l  d e v i c e  

m eani  n g fu 1 l y ,

( c )  Co s t  p l a n n i n g  t hr ough  e f f i c i e n t  and e f f e c t i v e  p r o c u r e m e n t  

o f  p r o d u c t i o n  i n p u t s  i s  l a c k i n g  i . e .  f i v e  P * s  o f  p r o c u r e ­

ment a r e  n o t  f o l l o w e d  s t r i c t l y  though t h e r e  i s  a f u l l -  

f l e d g e d  d e p a r t me n t  o f  M a t e r i a l  P l a n n i n g  and I n v e n t o r y  

C o n t r o l  ( MP I C ) .

1 , 0 4  H Y P O T H E S E S  O F  T HE  STUDY
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( d )  P r i n c i p l e s  o f  e f f i c i e n t  M a t e r i a l  P l a n n i n g  v i z . ,  Minimum 

L i m i t ,  Maximum L i m i t  and R e - o r d e r i n g  l e v e l  I s  n o t  ma i n ­

t a i n e d  p r o p e r l y .

( e )  VJhile p l a c i n g  o r d e r  f o r  p u r c h a s e  o f  i m p o r t e d  i n p u t s ,  l e a d  

t ime i s  n o t  c o n s i d e r e d  c a r e f u l l y ,

( f )  V*hi l e p u r c h a s i n g  i n p u t s  f rom d o me s t i c  m a r k e t ,  t h e r e  i s  a

tendency f o r  emergency p u r c h a s e  a t  c a s h  which r a i s e s

p u r c h a s e  p r i  ce ,

( g )  W h i l e  p u r c h a s i n g  i n p u t s  Economic O r d e r  Q u a n t i t y  ( E O q ) i s  

n o t  con si  d e r e d .

( h )  P e r p e t u a l  I n v e n t o r y  System and A l w a y s  B e t t e r  C o n t r o l  ( ABC)  

system f o r  m a t e r i a l s ,  work i n  p r o g r e s s  and f i n i s h e d  s tock  

a r e  n o t  u s e d  p r o p e r l y ,

( i )  Management  o f  i n v e n t o r y  i t e m s  such a s  s t o r e s ,  s p a r e s  and

a c c e s s o r i e s  and f i n i s h e d  go o d s  i s  weak ,  whi ch  r a i s e s  t he

c o s t  and a d v e r s e l y  a f f e c t s  p r o f i t a b i l i t y .

3, There  1 s no system o f  c o s t  a u d i t  i n  B a n g l a d e s h .  I t  may be  

no t ed  t h a t  t h i s  ve r y  system has  r e p o r t e d l y  h e l p e d  the  n e i g h ­

b o u r i n g  count ry  l i k e  I n d i a  to r e d u c e  t h e i r  c o s t s .

4,  C o s t s  a r e  n o t  s e g r e g a t e d  i n t o  f i x e d  and v a r i a b l e  c a t e g o r i e s  

though i t  was done s e v e r a l  y e a r s  ago .
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5. Ove r head  e x p e n d i t u r e s  a r e  n o t  s u b j e c t e d  to s c r u t i n y  and a n a l y s i s  

f o r  e x p l o r i n g  the  s cope  f o r  c o s t  r e d u c t i o n .

6. R e s p o n s i b i l i t y  A c c o u n t i n g  i s  n o t  e n f o r c e d  and t he  v a r i o u s  e x p e n ­

s es  o f  the f a c t o r y  a r e  n o t  p r o p e r l y  g r o u p e d  i n t o  s u i t a b l e  c o s t  

cen t r e s .

7.  Emphas i s  on p r o d u c t i o n  a l o n e  n e g l e c t i n g  m a r k e t i n g ,  p r o mot e s  

i n v e n t o r y  b u i l d  up o f  f i n i s h e d  go o ds  whi ch  I n c r e a s e s  i n t e r e s t  

c o s t .

8.  Co s t  c o n s c i o u s n e s s  among the p e o p l e  empl oyed  and c o n n e c t e d  w i t h  

the f e r t i l i z e r  i n d u s t r y  i n  B a n g l a d e s h ,  ha s  n o t  been d e v e l o p e d .
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Thi s  i s  a f a c t  f i n d i n g  s tudy  bas ed  on the  s e l e c t e d  h y p o t h e s e s .

The f o l l o w i n g  methods  o f  d a t a  c o l l e c t i o n  have  been f o l l o w e d i

1, Reading  o f  b o ok s ,  j o u r n a l s  and m a g a z i n e s  c o n t a i n i n g  i n f o r m a t i o n  

a b o u t  f e r t i l i z e r  i n d u s t r y .

2, C o l l e c t i o n  o f  p u b l i s h e d  F i n a n c i a l  S t a t e me n t s  and Annua l  R e p o r t s  

o f  the f e r t i l i z e r  f a c t o r i e s  u n d e r  s u r v e y .

3, C o l l e c t i o n  o f  p a p e r s  and document s  c o n t a i n i n g  i n f o r m a t i o n  a b o u t  

b u d g e t s ,  t a r g e t s ,  and c o s t  d a t a  r e l a t i n g  to C o s t  o f  p r o d u c t i o n  

o f  f e r t i l i z e r .

4,  I n t e r v i e w  o f  e n t e r p r i s e  o f f i c e r s  and e x e c u t i v e s  c o n n e c t e d  w i t h  

p r o d u c t i o n  c o s t .

5, P e r s o n a l  o b s e r v a t i o n  i n  the  D i v i s i o n s ,  De p a r t me n t s  and S e c t i o n s  

i n  which e x p e n s e s  a r e  i n c u r r e d .

16

1 , 0  5 ME T HO DOL O GY  O F  T H E  STUDY

a.  STUDY IN STRUM gJTS

Data c o l l e c t i o n  work was done w i t h  t he  h e l p  o f  t he  f o l l o w i n g  

study i n s t r u m e n t s !

1, A q u e s t i o n n a i r e  has been d e v e l o p e d  f o r  t he  i n t e r v i e w  o f  t he  

o f f i c e r s  and e x e c u t i v e s  empl oyed  i n  t he  f e r t i l i z e r  f a c t o r i e s  

( Appendi  x - 7 , 0  l ) .

2. A check l i s t  has  a l s o  been p r e p a r e d  to f a c i l i t a t e  c o l l e c t i o n  

o f  p a p e r s ,  documents ,  annua l  r e p o r t s ,  c o s t  s h e e t s ,  o f f i c i a l  

memoranda e t c *
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b. TYPES OF DATA COLLECTED

Types o f  i n f o r r a a t i o n  and da t a  c o l l e c t e d  w i t h  the  h e l p  o f  q ue s ­

t i o n n a i r e ,  i n t e r v i e w  and d i s c u s s i o n ,  p e r s o n a l  o b s e r v a t i o n  and r e v i e w  

o f  o f f i c i a l  documents  and r e p o r t s  a r e  a s  f o l l o w s *

1. F e r t i l i z e r  demand.

2. F e r t i l i z e r  p r o d u c t i o n  t a r g e t .

3. F e r t i l i z e r  p r o d u c t i o n .

4.  F e r t i l i z e r  d e f i c i t .

5. F e r t i l i z e r  i m p o r t s .

6. F e r t i l i z e r  e x p o r t s .

7 .  F e r t i l i z e r  p r i c e s .

8.  F e r t i l i z e r  s u b s i d i e s .

9 .  C a p a c i t y  u t i l i z a t i o n  o f  the  f e r t i l i z e r  f a c t o r i e s .

10. Down t ime.

11. Manpower  p o s i t i o n .

12. Budge ted  c o s t .

13. A c t u a l  c o s t .

14. P r o d u c t i o n  c o s t .

15. C o n v e r s i o n  c o s t .

16. To t a l  m a n u f a c t u r i n g  c o s t .

17. Co s t  o f  goods  m a n u f a c t u r e d .

18. C o s t  o f  g oods  s o l d .

19. V a r i a b l e  c o s t .

20. Fi xed c o s t .
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21. M a t e r i a l  c o s t *

( a )  Raw m a t e r i a l s .

( b )  C h e mi c a l s .

( c )  P a c k i n g  m a t e r i a l s .

22.  La bour  c o s t  ( s a l a r i e s  and w a g e s )  i

( a )  Wor ke r ,

( b )  S t a f f ,

( c )  O f f i c e r .

23. Power  and f u e l  c o s t .

24.  S t o r e s ,  s p a r e s  and a c c e s s o r i e s  c o s t ,

2b,  I n s u r a n c e  c o s t ,

26, D e p r e c i a t i o n  c o s t .

27, I n t e r e s t  and f i n a n c i a l  c o s t ,

28, Head o f f i c e  o v e r h e a d .

29, Fac t o ry  o v e r h e a d .

30, A d m i n i s t r a t i v e  o v e r h e a d .

31, S e l l i n g  and d i s t r i b u t i o n  o v e r h e a d .

The i n t e r v i e w  work has  been done  by t he  r e s e a r c h e r  h i m s e l f .  

O f f i c i a l  documents  and p a p e r s  have  been c o l l e c t e d  by him,  p e r s o n a l  

o b s e r v a t i o n  has  a l s o  been made by him.  For  the  a b o v e  p u r p o s e s  t he  

r e s e a r c h e r  has  p a i d  s e v e r a l  v i s i t s  to  t he  e n t e r p r i s e s  w i t h  l e t t e r s  

i s s u e s  by the  head o f f i c e  to the  e n t e r p r i s e  h e a d s  r e q u e s t i n g  

c o - o p e r a t i o n  be i ng  e x t e nde d  to the  academi c  e x e r c i s e  o f  the  r e s e a r ­

c h e r .  The g u i d e  o f  t he  r e s e a r c h e r  a d d r e s s e d  t he  cha i r man  o f  BCIC  

r e q u e s t i n g  him to ex t e nd  a l l  p o s s i b l e  c o - o p e r a t i o n  i n  the  s u p p l y  o f  

m a t e r i a l s  n e c e s s a r y  f o r  the p r e p a r a t i o n  o f  the  t h e s i s .
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There a r e  two t y p e s  o f  f e r t i l i z e r s ,  v i z . ,  ( l  ) n a t u r a l  f e r t i ­

l i z e r ,  and ( i i )  chemi ca l  f e r t i l i z e r .  The s tudy  i s  l i m i t e d  o n l y  to  

the  chemi ca l  f e r t i l i z e r  i n  B a n g l a d e s h ,  The f o c u s  o f  a t t e n t i o n  o f  

t h i s  study i s  the c o s t  c o n t r o l  and c o s t  r e d u c t i o n  m e a s u r e s  a d o p t e d  

by the  f e r t i l i z e r  f a c t o r i e s  i n  B a n g l a d e s h .

There a r e  s i x  f e r t i l i z e r  f a c t o r i e s  i n  B a n g l a d e s h .  These  a r e  

unde r  the a d m i n i s t r a t i v e  j u r i s d i c t i o n  o f  t he  B a n g l a d e s h  Chemi ca l  

I n d u s t r i e s  C o r p o r a t i o n  ( B C I C ) .  These  f a c t o r i e s  a r e i

1, N a t u r a l  Gas F e r t i l i z e r  Fa c t o r y  L i m i t e d  ( NGF F ) ,

2, Urea F e r t i l i z e r  Fa c t o r y  L i m i t e d  ( U F F L ) .

3. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d  ( T S P C ) .

4, Z i a  F e r t i l i z e r  Company L i m i t e d  ( Z F C L ) .

5. P o l a s h  Urea  F e r t i l i z e r  Fa c t o r y  L i m i t e d  ( PUFF )  .

6. C h i t t a g o n g  Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d  ( C U F F ) .

Out  o f  t h e s e  s i x  f a c t o r i e s ,  t he  f o l l o v k i ng  f o u r  f a c t o r i e s  have  

been s e l e c t e d  f o r  p r e p a r i n g  the  t h e s i s  o f  t he  r e s e a r c h e r !

1. N a t u r a l  Gas F e r t i l i z e r  Fa c t o r y  L i m i t e d ,
Fenchugonj ,  S y l h e t .

2. Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,
G h o r a s h a l ,  N a r s i n g d i .

3. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,
No r t h  P o t e n g a ,  C h i t t a g o n g .

4. Z i a  F e r t i l i z e r  Company L i m i t e d ,
A s h u g a n j ,  Brahman ba r i  a.

1 . 0  6 SCOPE O F  T H E  ST UDV
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The r e a s o n s  f o r  s e l e c t i n g  t h e s e  f o u r  f a c t o r i e s  a r e  as  

fo 11 OM s I

( a )  The N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d  i s  the  o l d e s t  

f e r t i l i z e r  m a n u f a c t u r i n g  e n t e r p r i s e  o f  t he  c o u n t r y  e s t a b l i ­

shed i n  1961 and has  been p r o d u c i n g  Ur ea  and Ammonium 

S u l p h a t e  f e r t i l i z e r  s i n c e  1962.

( b )  The Ur ea  F e r t i l i z e r  Fac t o r y  L i m i t e d  e s t a b l i s h e d  i n  1970 

p r o d u c e s  on l y  one  k i n d  o f  f e r t i l i z e r  namel y  U r e a .

( c )  The T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d  l o c a t e d  i n  

C h i t t a g o n g  was e s t a b l i s h e d  i n  1974 to p r o d u c e  TSP

f e r t i  l i  z e r .

( d )  The 2i a F e r t i l i z e r  Company L i m i t e d  was e s t a b l i s h e d  i n  1983 

a t  Ashugon j  f o r  t he  p r o d u c t i o n  o f  U r e a ,

I t  i s  c l e a r  t h a t  Urea  f e r t i l i z e r  i s  p r o d u c e d  i n  t h r e e  o f  the  

s e l e c t e d  f a c t o r i e s ,  Ammonium S u l p h a t e  i s  p r o d u c e d  i n  one o f  t he  

f o u r  f a c t o r i e s  w h i l e  TSP i s  p r o d u c e d  a g a i n  on l y  i n  one  f a c t o r y  o u t  

o f  the f o u r  f a c t o r i e s .

The r e s e a r c h e r  t hought  t h a t  a f a c t o r y  to be i n c l u d e d  i n  the  

survey  must  have a r e a s o n a b l e  p e r i o d  o f  p r o d u c t i o n  e x p e r i e n c e .  The 

N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d  has  p r o d u c t i o n  e x p e r i e n c e  

o f  25 y e a r s ,  t he  S i l v e r  J u b i l e e  o f  whi ch  was  o b s e r v e d  i n  1986;  the  

Urea  F e r t i l i z e r  Fa c t o r y  L i m i t e d  a t  G h o r a s h a l  f u n c t i o n i n g  s i n c e  1970
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has  p r o d u c t i o n  e x p e r i e n c e  o f  16 y e a r s j t h e  TSP Compl ex  L i m i t e d  

s t a r t e d  p r o d u c t i o n  In 1974 h a v i ng  p r o d u c t i o n  e x p e r i e n c e  o f  12 

y e a r s  and the Zi a F e r t i l i z e r  Company L i m i t e d  a t  A s h u g o n j  ha s  p r o ­

duc t i on  e x p e r i e n c e  o f  t h r e e  y e a r s ,  p r o d u c t i o n  h a v i n g  been s t a r t e d  

from 1983,

The o t h e r  two f e r t i l i z e r  f a c t o r i e s  i n  the  c o u n t r y  have  

p r o d u c t i o n  e x p e r i e n c e  f o r  l e s s  than t h r e e  y e a r s ,  they a r e  y e t  to 

s t a r t  p r o d u c t i o n  on f u l l  s c a l e .  Fo r  t h e s e  r e a s o n s  t h e s e  two 

f e r t i l i z e r  f a c t o r i e s  have  been e x c l u d e d  from t he  s t u d y .

21
Dhaka University Institutional Repository



22

The study on the  s u b j e c t  has  been d i v i d e d  i n t o  n i n e  c h a p t e r s .  

Ch a pt e r  1 1 s an i n t r o d u c t o r y  c h a p t e r ,  a l r e a d y  d i s c u s s e d ,  c o v e r i n g  

I t s  background and p r o b l e m,  r e a s o n s  f o r  s e l e c t i n g  the  f e r t i l i z e r  

i n d u s t r y ,  o b j e c t i v e s ,  h y p o t h e s e s ,  me t h o d o l o g y  and s cope  o f  t he  

s tudy .  The o u t l i n e  o f  v a r i o u s  c h a p t e r s  a r e  g i v e n  b e l o w i

Ch ap t e r  2 i I t  d e a l s  w i t h  a b r i e f  r e v i e w  o f  l i t e r a t u r e  on c o s t

c o n t r o l  and c o s t  r e d u c t i o n  c o v e r i n g  t h e  t h e o r y  o f  

e f f i c a c y ,  c o g t  c o n t r o l ,  c o s t  r e d u c t i o n ,  c o s t  c o n t r o l  

v s .  c o s t  r e d u c t i o n ,  c o s t  c o n s c i o u s n e s s ,  human p r o b l e m

o f  C o s t  C o n t r o l  and c o s t  r e d u c t i o n ;  n e e d s  and s i g n i f i ­

cance !  t o o l s  and t e c h n i q u e s ;  b a s i c  r e q u i r e m e n t s ;  f i e l d s  

and a r e a s  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n .

C h a p t e r  3 i I t  d i s c u s s e s  the  economi cs  o f  f e r t i l i z e r  and ne e d  f o r  

c o s t  m i n i m i z a t i o n  w i t h  a r e v i e w  o f  f e r t i l i z e r  -  I t s  

o r i g i n ,  f e r t i l i z e r  vis. a g r i c u l t u r a l  o u t p u t  and f ood  

s e l f - s u f f i c i e n c y ,  f e r t i l i z e r  u s e s  and c o n s u mp t i o n ,  

f e r t i l i z e r  p r o c u r e m e n t  and d i s t r i b u t i o n ,  f e r t i l i z e r  

p r i c e  and s u b s i d y ,  r o l e  o f  BCIC i n  t he  n a t i o n a l i s e d  

s e c t o r ,  and the  p o s i t i o n  o f  t he  f e r t i l i z e r  i n d u s t r y  

i n  B a n g l a d e s h .

1 . 0 7  C O N T E N T S  O F  RE S E A R C H
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Chapt e r  4 i I t  i s  d e v o t e d  to the a n a l y s i s  o f  t he  c o s t  s t r u c t u r e  

o f  t he  f e r t i l i z e r  f a c t o r i e s  unde r  s tudy  i s  c o n c e r n e d  

wi th  the  i n t r o d u c t i o n  o f  a c c o u n t i n g  p a t t e r n s  o f  t he  

BCIC and i t s  e n t e r p r i s e s ,  b u d g e t a r y  c o n t r o l  and s t a n ­

da rd  c o s t i n g  system o f  t he  f e r t i l i z e r  f a c t o r i e s  c o v e ­

r i n g  p r o d u c t i o n ,  p r o d u c t i o n  c o s t ,  c o s t  p e r  MT, compa­

r i s o n  o f  b u d g e t  and a c t u a l .

C h a p t e r  5 t I t  p r e s e n t s  X - r a y e d  v i e w s  o f  t he  U r e a  F e r t i l i z e r  F a c t o r y  

L i m i t e d  -  a c a s e  s tudy .

C h a p t e r  6 ( I t  i s  c onc e r ned  w i t h  d e t e r m i n a n t s  o f  p r o d u c t i o n  c o s t

w i t h  r e f e r e n c e  to o v e r a l l  p e r f o r m a n c e ,  c a p a c i t y  u t i l i z a ­

t i o n ,  down - t i me ,  manpower  p o s i t i o n  and l a b o u r  p r o d u c ­

t i v i t y  o f  the  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s .

C h a p t e r  7 i I t  a n a l y s e s  the c o s t  c o n s c i o u s n e s s  o f  t he  e x e c u t i v e s

o f  t he  f e r t i l i z e r  f a c t o r i e s  u n d e r  s t udy .

Chap t e r  8 i I t  p r e s e n t s  the f i n d i n g s  o f  I n t e r n a l  A u d i t  a s  a me a s u r e

o f  c o s t  c o n t r o l .

Ch ap t e r  9 i I t  i n c l u d e s  f i n d i n g s  a n d  c o n c l u s i o n  o f  t he

s tudy which f o c u s  the  a r e a s  o f  c o s t  i mp r ov e me n t  o f  

the s e l e c t e d  f e r t i l i z e r  f a c t o r i e s  and p a r t i c u l a r l y  

the n a t i o n a l i z e d  i n d u s t r i a l  s e c t o r  a s  a w h o l e .
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CHAPTEft -  I I  

REVIEt\ OF l i t e r a t u r e  ON COST CCNT-iOL
a n d  c o s t  r e d u c t i o n " "

2 . 01 A BRIEF REV I EW OF LITERATURE ON 
COST CONTROL AND COST REDUCTION

The p r e s e n t  e mphas i s  upon c o s t  c o n t r o l  and c o s t  r e d u c t i o n  i s

n o t  a new f u n c t i o n  o f  a c c o u n t i n g  and management .  The ne ed  f o r  c o s t

e f f e c t i v e n e s s  had i t s  o r i g i n  from t he  s t a r t  o f  I n d u s t r i a l  R e v o l u ­

t i on  and i n  the  s u b s e q u e n t  d e v e l o p me n t  o f  L a r g e  S c a l e  E n t e r p r i s e .

I t  has  a l r e a d y  been ment i oned  t h a t  t h i s  s tudy i s  a b o u t  c o s t  c o n t r o l  

and c o s t  r e d u c t i o n .  C o s t  c o n s c i o u s n e s s  i s  a g e - o l d ;  i t  i s  i n h e r e n t  

i n  the  n a t u r e  o f  b u s i n e s s  e n t e r p r i s e .  F i r s t  e f f o r t s  f o r  c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  we r e  made i n  the  s p h e r e  o f  l a b o u r  by

T a y l o r ,  the  f a t h e r  o f  S c i e n t i f i c  Management .  The e f f o r t s  o f  

T a y l o r  and o t h e r  p i o n e e r s  o f  h i s  t i me s  we r e  d i r e c t e d  to i n c r e a s e  

l a b o u r  p r o d u c t i v i t y  to r e d u c e  the p e r  u n i t  c o s t  o f  l a b o u r .  In t he  

f o r e  f r o n t  o f  the t e c h n o l o g i c a l  d e v e l o p me n t ,  new i n v e n t i o n s  and 

i n n o v a t i o n s  r educed  the  p e r  u n i t  c o s t  o f  o u t p u t .  The e x p a n d i n g

ma r ke t  t h a t  matched w i t h  t he  speed o f  m a n u f a c t u r e  l e d  to b u s i n e s s

e x p a n s i o n ,  whi ch i n c i d e n t a l l y  r e s u l t e d  i n  l o w e r i n g  t he  c o s t .  Though  

f i n a n c i a l  a c c o u n t i n g  i s  c o nc e r n e d  w i t h  r e c o r d i n g  o f  a l l  t y p e s  o f  

c o s t s  i n  t e rms  o f  money v a l u e  y e t ,  i t  l a c k s  i t s  p r o p r i e t y  so f a r  a s  

the a r e a s  o f  c o s t  l e a k a g e s  a r e  s e a r c h e d  f o r .  C o s t  A c c o u n t i n g  t h u s ,  

came to be r e c o g n i s e d  a s  a means to a c h i e v e  the  p u r p o s e .  I t  became  

n e c e s s a r y  f o r  the manu f a c tu r e r  s «
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i )  To i d e n t i f y  c o s t s  to a p r o d u c t ,  j o b ,  p r o c e s s ,  e t c . ;

l i )  To i mp r o v e  q u a l i t y  f o r  v a r i e d  r e a s o n s ;

i i i )  To C o n t r o l  c o s t s ;

i v )  To r e d u c e  cos t s?  e t c ,

A f ew s t u d i e s  i n  the  U . S . A .  show s i g n i f i c a n t  r e l a t i o n s h i p  

between c o s t  c o n t r o l  and c o s t  r e d u c t i o n  and the  p r o d u c t i v i t y .  In  

1931,  The N a t i o n a l  I n d u s t r i a l  C o n f e r e n c e  B oa r d ,  New Y o r k ,  empha­

s i s e d  on t he  need o f  B ud g e t a r y  C o n t r o l  i n  M a n u f a c t u r i n g  I n d u s t r i e s .

2 3Eminent  w r i t e r s  on t he  s u b j e c t  as  as  V o i t s b e r g e r ,  H e n r i c i ,

4 5 6
Go e t z ,  Smiddy,  and P e t e r s e n  p u t  emp has i s  on t he  n e c e s s i t y  o f

c o s t  c o n t r o l  and c o s t  r e d u c t i o n  i n  m a n u f a c t u r i n g  and i n  m a n a g e r i a l

p l a n n i n g  and c o n t r o l ,  P u g s l e y , ^  an Ame r i c an  C o s t  A c c o u n t a n t  i n  h i s

p a p e r ,  p r e s e n t e d  to the  32nd Annua l  I n t e r n a t i o n a l  C o s t  C o n f e r e n c e

o f  the  N a t i o n a l  A s s o c i a t i o n  o f  C o s t  A c c o u n t a n t s  o f  USA,  i n  1951,

s t a t e d  t h a t  i t  was n e c e s s a r y  to b u i l d  up c o s t  c o n s c i o u s n e s s  among

the  emp l oyees  f o r  the p u r p o s e  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n .

1

1. N a t i o n a l  I n d u s t r i a l  C o n f e r e n c e  B oa r d ,  B u d g e t a r y  C o n t r o l  i n  
Mrinu f a c t u r l  nq I n d u s t r y . New Yo r k ,  1931,

2. V o i t s b e r g e r ,  D . M. ,  " S t a n d a r d  C o s t s  and C o s t  S t a n d a r d s " ,
Modern Management . 1945,

3. H e n r i c i ,  S t an l ey  B. , S t a ndard  C o s t s  f o r  M a n u f a c t u r i n g . 
M c G r a w - H i l l  Book Company I n c . ,  New Y o r k ,  1947,

4.  Goe t z ,  B i l l y ,  E. , Ro l e  o f  C o s t s  i n  Ma n^ i qe r l a l  P l a n n i n g  and 
Con t r o l . S.̂ M P u b l i c a t i o n ,  Ch i c a g o  C h a p t e r ,  1947,

5. Smiddy,  Ha r o l d  F. , Ma n a g e r s  and C o s t  C o n t r o l . P r o c e e d i n g s ,  
SAM, 19 49,

6. P e t e r s e n ,  E l l i o t t ,  " S e t t i n g  C o s t  Re d u c t i on  G o a l s " ,  Advanc  ed 
Manaqemen t . 1950,

7.  P u g s l e y ,  J o h n , ,  Ths 32nd Annua l  I n t e r n a t i o n a l  C o s t  C o n f e r e n c e  
o f  the NACA, The Management  R e v i e w . 1951,
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Tha c o nc e p t  o f  c o s t  con i .1 and c o s t  r e d u r t  : cn became a v e r y  

p o p u l a r  t o p i c  i n  U . S . A .  and U.K.  L a t e r  on i t s  p o p u l a r i t y  g r a d u a l l y  

Spread  in tho d e v e l o p i n g  c o u n t r i e s  o f  A s i a .

L i k e  o t h e r  d e v e l o p i n g  c o u n t r i e s  B a n g l a d e s h  s t a r t e d  t h i n k i n g  

a b o u t  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  w h i l e  p l a n n i n g  t h e i r  i n d u s ­

t r i a l i s a t i o n  p r og r am.  So,  Ba n g l a d e s h  p a r t i c i p a t e d  i n  many I n t e r n a ­

t i o n a l  C o s t  C o n f e r e n c e ^  and c o l l e c t e d  i d e a s  a b o u t  t h i s  t o p i c  f rom 

the i n d u s t r i a l l y  d e v e l o p e d  c o u n t r i e s .

Many e x p e r t s ,  r e s e a r c h e r s ,  t e a c h e r s  ha v e  e x p r e s s e d  t h e i r  v i e w s
Q

i n  t h e i r  d i f f e r e n t  a r t i c l e s  f o r  t he  i n t r o d u c t i o n  o f  c o s t  c o n t r o l  

and c o s t  r e d u c t i o n  i n  B a n g l a d e s h .

a.  Co s t  C o n f e r e n c e  i n  Ma d r a s ,  I n d i a  i n  1979 s p o n s o r e d  by the
I n s t i t u t e  o f  C o s t  and V<orks A c c o u n t a n t s  o f  I n d i a .  ( R e p r e s e n t a ­
t i v e  o f  t h e  I n s t i t u t e  o f  C o s t  and Ma na g a n en t  A c c o u n t s  o f  
B a n g l a d e s h  p a r t i c i p a t e d , )

8.  ( a )  Ahmed,  M u z d i r a r ,  "The P r o s p e c t s  and P r o b l e m s  o f  N a t i o n a l i s e d
I n d u s t r i e s " ,  Management .  B u s i n e s s  and Econon i i c s . J o u r n a l  o f  
the  I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  Dhaka U n i v e r s i t y ,  
Dhaka,  V o l .  1, No.  1, 1975,  p p . 29 - 3 3 .

( b )  Hahman, Mawdudur ,  " Bu d g e t  B e h a v i o u r  Man e r i a l  A p p r o a c h  to 
B ud g e t a r y  C o n t r o l ” , Management .  B u s i n e s s  < Econo mi c s . The 
I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  Dh^ka U n i v e r s i t y ,  Dhaka ,  
V o l .  I l l ,  No,  3, p p . 331-38.

( c )  H a b i b u l l a h ,  M. ,  "Maki ng  Empl oyees  C o s t  M i n d e d " ,  M an a a en t . 
B u s i n e s s  and E c o no mi c s . Tl a I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a ­
t i o n ,  Dhaka U n i v e r s i t y ,  D' raka ,  V o l .  I ,  No.  3, 1975,  p p . 124 - 131 .

( d )  rtdhman, Mawdudur ,  "A N o t e s  on C o n t r o l s  and A c c o u n t i n g  i n  
N a t i o n a l i s e d  C o r p o r a t i o n  i n  B a n g l a d e s h " ,  M ana g em on t. B u s i n e s s  
and Economi c s . The I n s t i t u t e  o f  B u s i n e s s  A dmi ni  s t  ra ti  on , Dhak a , 
1978,  V o l .  I V ,  No.  1, p p . 7 7 - 8 2 .

( e )  Ahmed,  Quazi  K hoi  i qu z zam an and Chowdhury ,  An wa ru z zam an , "What  
has  been ha p p e n i ng  to p r o d u c t i v i t y  i n  m a n u f a c t u r i n g  s e c t o r  o f  
Ba n g l a d e s h  ? A Ca se  s tudy  o f  S e l e c t e d  I n d u s t r i e s " ,  A R e s e a r c h  
Re p o r t  o f  The Ba n g l a d e s h  I n s t i t u t e  oi  De v e l o p me nt  S t u d i e s i  
197 ?, Ser i  es No,  4.

(Con t d . . . )
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( f )  Bakht ,  Zah i d  and Rahman, S i d d i q u r ,  ’’C o m p a r a t i v e  C o s t  S t r u c t u r e  
-  A Study o f  S e l e c t e d  M a n u f a c t u r i n g  I n d u s t r i e s  o f  Bang l adesh* * ,
The Ba n g l a d e s h  I n s t i t u t e  o f  De v e l opme nt  S t u d i e s ,  Dhaka ,  1974,
V o l .  2, N o . 4, pp.  425 - 44 .

( g )  Chowdhury,  Nu i mudd i n ,  "A S o c i a l  C o s t - B e n e f i t  A n a l y s i s  o f  t he  Tea 
I n d u s t r y  o f  B a n g l a d e s h " ,  The B a n g l a d e s h  I n s t i t u t e  o f  De ve l opment  
S t u d i e s ,  Dhaka,  1975,  V o l . 3, N o . 4, pp .  379 - 402 .

( h )  Hashem, M. A b d u l ,  " C o s t  C o n t r o l  and C o s t  R e d u c t i o n " ,  The C o s t  and 
M an a g em en t . J o u r n a l  o f  the  I n s t i t u t e  o f  C o s t  and Management  
A c c o u n t a n t s ,  Dhaka,  1979,  V o l . V I ,  N o . 3 &4 ,  p p . 35 - 41 .

( i  ) Hasan,  M . N . ,  " C o s t  and Bud ge t a r y  C o n t r o l  Ne ede d  i n  J u t e  I n d u s t r y " ,  
The Cos t  and Management . The I n s t i t u t e  o f  C o s t  and Management  
A c c o u n t a n t s  o f  B a n g l a d e s h ,  Dhaka,  1978,  V o l .  V,  N o . 2, pp.  33 - 36 .

( j  ) Mi ah,  Md. Uttam A l i ,  " Bu d g e t  and B u d g e t a r y  C o n t r o l  i n  I n d u s t r i a l  
E n t e r p r i s e s " ,  The Co s t  and Managem e n t . The I n s t i t u t e  o f  Co s t  and 
Management  A c c o u n t a n t s  o f  B a n g l a d e s h ,  Dhaka,  1980,  V o l .  V I I I ,
No.  2&3, pp.  25 - 28 .

( k )  A p h i l u d d i n ,  Md. , " C o n t r o l l i n g  t h r oug h  B u d g e t i n g " ,  The C o s t  and  
Man aaemen t . The I n s t i t u t e  o f  C o s t  and Management  A c c o u n t a n t s  o f  
Ba n g l a d e s h ,  Dhaka,  1982,  V o l .  X, No .  2, pp .  12 -15 .

( l )  Ahmed,  M u z a f f a r ,  " C o s t  Reduct i on  by V a l u e  A n a l y s i s " ,  The C o s t
and Management . The I n s t i t u t e  o f  C o s t  and Management  A c c o u n t a n t s  
o f  B a n g l a d e s h ,  Dhaka,  1982,  V o l .  X, No.  4, pp .  14 - 20 .

(m) Ahmed, Z . U . ,  " S o c i a l  C o s t - B e n e f i t  A n a l y s i s " ,  The B a n g l a d e s h
Accoun tan t .  The I n s t i t u t e  o f  C h a r t e r e d  A c c o u n t a n t s  o f  B a n g l a d e s h ,  
Dhaka,  F i r s t  N a t i o n a l  C o n f e r e n c e  I s s u e ,  1984.

( n )  Bha t t a c h a  r j  e e, D u r g a d a s ,  " M a n a g e r i a l  P e r f o r m a n c e  o f  t h e  P u b l i c  
S e c t o r  I n d u s t r y  t A Rev i ew o f  C o n c e p t s  and T r en ds  o f  P e r f o r m a n c e  
o f  the Suga r  I n d u s t r y  i n  B a n g l a d e s h " ,  The Dhaka U n i v e r s i t y  S t u d i e s . 
P a r t - C . ( Dhaka i  U n i v e r s i t y  o f  Dhaka,  1985,  V o l .  V I ,  No ,  l ) .

( o )  Loqman,  Md. , "Management  Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  F i n a n c i a l  
D e c i s i o n s  and C o n t r o l  o f  N a t i o n a l i s e d  I n d u s t r i e s  i n  B a n g l a d e s h " ,  
U n p u b l i s h e d  Ph. D.  T h e s i s  (Dhaka*  U n i v e r s i t y  o f  Dhaka,  1984 ) .

( p )  Baquer ,  A . A . M . ,  "Management  f o r  S e l f - R e l i a n c e " ,  The Dhaka U n i v e r ­
s i t y  S t u d i e s .  P a r t - C . V o l .  2, No.  1, ( Dh a k a i  U n i v e r s i t y  o f  Dhaka*  
1981) .
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The I n s t i t u t e  o f  Co s t  and Management  A c c o u n t a n t s  o f  B a n g l a d e s h  

a r r a n g e d  a c o n f e r e n c e  on " C o s t  C o n t r o l  and C o s t  R e d u c t i o n "  i n  t he  

y e a r  198 1 i n  which S c h o l a r s ,  R e s e a r c h e r s ,  T e a c h e r s ,  P r o f e s s i o n a l  

A c c o u n t a n t s  p a r t i c i p a t e d .  Time to t ime s e mi n a r s  on,  ’’ Bu d g e t a r y  

C o n t r o l " ,  " C o s t  A u d i t  and I n v e n t o r y  Ma nag eme nt " ,  we r e  o r g a n i s e d  

by the  s a i d  I n s t i t u t e .  The o b j e c t i v e s  o f  t h e s e  C o n f e r e n c e s  and  

Seminars  wer e  to g i v e  e mphas i s  on c o s t  m i n i m i z a t i o n  and to make  

the  emp l oyees  c o s t  mi nded,

9
M.A,  Hye o f  C h i t t a g o n g  U n i v e r s i t y ,  F a c u l t y  o f  Commerce,  d i d  

a p i o n e e r i n g  study i n  r e l a t i o n  to j u t e  i n d u s t r y  o f  B a n g l a d e s h ,  a s  

to how b u d g e t  can be  a c c e p t e d  a s  an i n s t r u m e n t  o f  c o n t r o l  i f  the  

conc e r ned  e x e c u t i v e s  a c c e p t  i t  w i t h  an open mind.  M.M,  Mahmud^*^ 

o f  the  same U n i v e r s i t y ,  a l s o  h i g h l i g h t e d  the  c a u s e s  o f  h i g h  c o s t  

o f  p r o d u c t i o n  i n  the  p u b l i c  s e c t o r  e n t e r p r i s e s .

M. J ,  Hoque^^ i n  h i s  t h e s i s  c r i t i c a l l y  exami ne  the  e x i s t i n g  

p r a c t i c e  o f  f i n a n c i a l  p l a n n i n g  and c o n t r o l  i n  P u b l i c  S e c t o r  I n d u s ­

t r i e s  i n  B a n g l a d e s h .  He s e l e c t e d  6 i n d u s t r i e s  c o v e r i n g  242 e n t e r ­

p r i s e s ,  whose a c t i v i t i e s  c o v e r e d  t he  p e r i o d  from 1975-76 to 1977- 78 ,  

In t h a t  t h e s i s  Dr.  Hoque showed t h a t  t h e r e  we r e  s ha r p  u n f a v o u r a b l e

9,  Hye,  M . A , ,  " A c c e p t a n c e  and Use o f  Budge t  by M a n a g e r s  o f  N a t i o ­
n a l i s e d  I n d u s t r i a l  E n t e r p r i s e s  i n  B a n g l a d e s h " ,  U n p u b l i s h e d  
Ph. D.  T h e s i s ,  U n i v e r s i t y  o f  Dhaka ,  1982.

10, Mahmud, Mo n j u r  Mo r shed ,  * *Accountabi  11 ty o f  P u b l i c  I n d u s t r i a l
E n t e r p r i s e s  i n  B a n g l a d e s h " ,  u n p u b l i s h e d  P h . D .  T h e s i s ,  U n i v e r s i t y  
o f  C h i t t a g o n g ,  1984.

11* Hoque,  Md. J a h i r u l ,  ’’ F i n a n c i a l  P l a n n i n g  and C o n t r o l  i n  the  
P u b l i c  S e c t o r  I n d u s t r i e s  i n  B a n g l a d e s h " ,  u n p u b l i s h e d  Ph . D .
T h e s i s ,  U n i v e r s i t y  o f  Dhaka,  Dhaka,  1981.
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v a r i a n c e s  between the  b u d g e t e d  t o t a l  c o s t s  and a c t u a l  t o t a l  c o s t s  

which v a r i e d  from 14 , 5  p e r  c e n t  to 19.9 p e r  c e n t  i n  the  c a s e  o f  

the  i n d u s t r i e s  c o nc e r n e d  owi ng  to p o o r  c o s t  c o n t r o l .

A l l  t h e s e  r e s e a r c h e r s  t h o u g h t  t h a t  e f f e c t i v e  i m p l e m e n t a t i o n  

and e x e c u t i o n  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  d e v i c e s  woul d  

he l p  to r educ e  c o s t ,  i n c r e a s e  p r o f i t  and p r o mo t e  e f f i c i e n c y .

From the  a b o v e  f i n d i n g s  o f  B a n g l a d e s h  J u t e ,  Co t t on  and o t h e r  

b i g  i n d u s t r i e s ,  the  r e s e a r c h e r  t h o u g h t  t h a t  w h i l e  u s i n g  t h e  t r a d i ­

t i o n a l  methods  o f  c o s t  a c c o u n t i n g  t e c h n i q u e s  to c o n t r o l  and r e duc e  

m a n u f a c t u r i n g  and n o n - m a n u f a c t u r i n g  c o s t s ,  i t  a l s o  i n t r o d u c e s  new 

me a s u r e s  s u g g e s t e d  i n  r e c e n t  l i t e r a t u r e  on t h e  s u b j e c t  and a d v o ­

c a t e s  t h e i r  i m p l e m e n t a t i o n  i n  t he  f e r t i l i z e r  f a c t o r i e s  o f  B a n g l a d e s h ,

2.0 2 EFFICACY OF C03T CONTROL AND COST REDUCTION

The l i t e r a l  mean i ng  o f  t he  word,  " E f f i c a c v ' ’ i s  c a p a c i t y  f o r  

p r o d u c i n g  d e s i r e d  r e s u l t .  I t  i s  a me a s u r e  o f  s u c c e s s  i n  any work 

i n  the f i e l d  o f  human e n d e a v o u r .  Here  ( i n  t h i s  t o p i c )  i t  means  

the measure  o f  s ucce s s  a t t a i n e d  i n  c o n t r o l l i n g  and r e d u c i n g  t he  

c o s t  o f  p r o d u c t i o n .  D i f f e r e n t  men used  d i f f e r e n t  v^ords f o r  mea su ­

r i n g  the  p r o d u c t i o n  c a p a c i t y  such a s  E f f i c a c y ,  Co s t  E f f e c t i v e n e s s  

and P r o d u c t i  Vi t y .
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In F e b r u a r y ,  1962 the  Second A l l - I n d i a  Semi nar  on P u b l i c  

E n t e r p r i s e s  was o r g a n i z e d  by the De p a r t me n t  o f  Commerce,  Csmania  

U n i v e r s i t y ,  Hyde r abad .  The p a p e r s  r e a d  o u t  i n  the  s e m i n a r  we r e  

e d i t e d  by V . V .  Ramanadham, P r o f e s s o r  and Head o f  t h e  De pa r t me nt  

o f  Commerce,  Osmania U n i v e r s i t y  and p u b l i s h e d  u n d e r  t h e  t i t l e ,

"The E f f i c a c y  o f  P u b l i c  En terp r i  s e " .   ̂^ The i m p o r t a n t  o b j e c t  o f  

the s emi na r  was to p r o v i d e  the  n e c e s s a r y  s y n t h e s i s  be t ween  academi c  

i d e a s  and p r a c t j . c a l  v i e w s  on a s u b j e c t  o f  g r o w i n g  i m p o r t a n c e  i n  

I n d i a ,  namely -  the  p u b l i c  s e c t o r  and t he  a t t e n t i o n  was c o n f i n e d  

to t h r e e  t o p i c s *  P u b l i c  E n t e r p r i s e  and R e g i o n a l  De v e l o p me n t ,

S o c i a l  and Economic Re t u r n s  o f  P u b l i c  E n t e r p r i s e s ,  and Management  

Boards  o f  P u b l i c  E n t e r p r i s e s .

The p u b l i c  s e c t o r  has  o f  l a t e  been the  t a r g e t  o f  p u b l i c  c r i t i ­

cism and a l l  the  i l l s  i n  the  n a t i o n a l  economy a r e  b e i n g  a t t r i b u t e d

13to i t .  That b e i n g  so,  i t  i s  n e c e s s a r y  to r e v i e w  t he  s t a t e  o f

a f f a i r s  i n  the  i n d u s t r i a l  s e c t o r  w i t h  a v i e w  to t a k i n g  c o r r e c t i v e

me a s u r e s  and one o f  the  i n s t r u m e n t s  o f  a s s e s s i n g  the  e f f i c a c y  o f

the e x i s t i n g  i n d u s t r i e s  i s to ask t he  a u t h o r i t y  c o n c e r n e d  to p u b l i s h

the annua l  r e p o r t  c o n t a i n i n g  t he  b a l a n c e  s h e e t  and t he  p r o f i t  and

14l o s s  a c c o u n t s .  These g i v e  u$ a v e r y  c l e a r  i d e a  a b o u t  t he  s i g n i -  

cance and i m p o r t a n c e  o f  the  word e f f i  c a cy .

12. Ramanadham, V . V .  ( e d i t e d ) ,  The E f f i c a c y  o f  P u b l i c  E n t e r p r i s e , 
A l l i e d  P u b l i s h e r s  P r i v a t e  L i m i t e d ,  Bombay,  1963,

13. A f z a l ,  Md. A n w a r u l ,  " D i a g n o s i s  and Remedi es  * The P u b l i c  S e c t o r  
S i c k n e s s " ,  The Ban g l a d e s h  O b s e r v e r . Dhaka ,  8 th  Feb,  1967,

14. The B a ng l a d e s h  O b s e r v e r . " I n s t r u m e n t  o f  C o n t r o l " ,  E d i t o r i a l ,
Dhaka ,  December  22,  1985,
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2 . 0 3 . 1  THE CONCEPT Or COGT

Wh i l e  d i s c u s s i n g  c o s t  c o n t r o l  and c o s t  r e d u c t i o n ,  i t  i s  n e c e ­

s s a ry  to know wl iat i s  c o s t .  The f o l l o w i n g  a r e  the  v i ev i s  a b o u t  the  

conc e p t  o f  c o s t  e x p r e s s e d  by d i f f e r e n t  i n t e r n a t i o n a l l y  r e p u t e d  

w r i t e r s .  Everybody  i s  w e l l  a wa r e  o f  t he  f a c t  t h a t  v i r t u a l l y  every  

a c t i v i t y  i n  b u s i n e s s  i n v o l v e s  c o s t s .  Mos t  b u s i n e s s  a r e  f a c i n g  

new p r o b l e m s  r e q u i r i n g  a much g r e a t e r  emphasi  s on i d e n t i  f y i n y  and 

i s o l a t i n g  c o s t s .  The management  a c c o u n t a n t  c h a r a c t e r i s t i c a l l y  

i s  c o nc e r ned  wi th c o s t s . C o s t  i s  d i f f i c u l t  to d e f i n e .  C o s t

I s a  term wi t h  many u s e s  but  a l w a y s  w i t h  the  c o n n o t a t i o n  o f  s a c r i -

19
f i c e  o f  r e s o u r c e s .  Cos t  i s  the  sum o f  money o r  e q u i v a l e n t

expanded i n  t e rms  o f  l a b o u r ,  m a t e r i a l s ,  u s e  o f  e q u i p me n t ,  r e n t

20e t c .  to p r o d u c e  a p r o d u c t  o r  s e r v i c e .  A c c o r d i n g  to Anthony and

Vvelsch,  c o s t  i s  a measur ement ,  i n  mone t a ry  t e r ms  o f  t he  amount  o f

2 1r e s o u r c e s  used  f o r  some p u r p o s e s ,  W.M, Ha r p e r  ha s  d e f i n e d  c o s t

15. N i c k e r s o n ,  Cha r e nc e  B. , M a n a g e r i a l  C o s t  A c c o u n t i n g  and A n a l v ? d s . 
M c G r a w - H i l l  Book Company,  New Yo r k ,  1962,  p . l .

16. K i r k l a n d ,  Don, " C o s t  Systems i How to De v e l o p  them E f f e c t i v e l y " ,  
Hand Book o f  B u s i n e s s  P rob l em S o l v i n g . E d i t e d  by A l b e r t ,  K . J . ,  
M c G r a w - l i i l l  Company,  New Vork ,  1980,  p . 7 - 3 .

17. Lynch,  Ri cha r d  M. , and K i l l i a m s o n ,  Hob e r t  W. , A c c o u n t i n g  f o r  
Management  t P l a n n i n g  and C o n t r o l . M c G r a w - H i l l  Book Company,
New York , 1983,  p .  18.

18. S h i l l i n g l a w ,  Gordon,  Cos t  A c c o u n t i n g  i A n a l y s i s  and C o n t r o l . 
Ri c ha r d  D. i r w i n ,  I n c . ,  I l l i n o i s ,  USA,  1961,  p . 54.

19. P a r k e r ,  R. H. , Ma c mi l l a n  Di c t i on , ^ r v  o f  A c c o u n t i n g .  Ma cmi J l an  
P r e s s ,  London,  1984.

20.  J o ha nnse n ,  Hano,  and Pa g e ,  G. T e r r y ,  The In t e r n  a ti on I D i c t i o ­
nary  o f  B u s i n e s s . P ren t i  c e -Ha 11, i n c . ,  Eug l ewood  C l i f f s ,  New 
J e r r y ,  1981.

21. Anthony and Viielsch, Fun(lam en ta I s o f  Management  A c c o u n t i n g . 
Ri c ha r d  D. i r w i n g ,  i n c . ,  1974,  p . 25.
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as  the  v a l u e  o f  economic r e s o u r c e s  used  as  a r e s u l t  o f  p r o d u c i n g

22or  d o i ng  the  t h i n g  c o s t e d .  Co s t  as  a f a c t o r  f o r  c o n t r o l l i n g

a c t i v i t i e s  i n  an i n d u s t r y  i s  g e n e r a l l y  r e c o g n i s e d  a s  an i n d i c a t i o n

23o f  m a n a g e r i a l  e f f i c i e n c y .  A c c o r d i n g  to R y a l l ,  p r a c t i c a l l y  i n  a l l

c a s e s  a ' C o s t '  i s  the  sum o f  t h r e e  g r o u p s  o r  component s  — the

p u r p o s e  o r  t r a n s f e r  p r i c e  o f  m a t e r i a l ,  t he  c o s t  o f  t he  h i r e  o f

l a b o u r  and the v a l u e  o f  o t h e r  d i s b u r s e m e n t s  made o r  e x p e n d i t u r e

24
i n c u r r e d  i n  a c h i e v i n g  the  d e s i r e d  p r o d u c t  o r  r e s u l t .  The commi t t e e

on c o s t  c o n c e p t s  and s t a n d a r d s  o f  the  Amer i can  H c c o u n t i n g  A s s o c i a t i o n

d e f i n e d  c o s t  a s  a f o r e g o i n g ,  mea su r ed  i n  mone t a r y  t e r ms ,  i n c u r r e d
25

o r  p o t e n t i a l l y  to be i n c u r r e d  to a c h i e v e  a s p e c i f i c  o b j e c t i v e .

In a t e n t a t i v e  s e t  o f  b r o a d  a c c o u n t i n g  p r i n c i p l e s  f o r  b u s i n e s s  

e n t e r p r i s e s ,  c o s t  i s  d e f i n e d  a s ,  an e x c h a n g e  p r i c e ,  a f o r e g o i n g ,  

a s a c r i f i c e  made to s e c u r e  b e n e f i t ,  t h e  f o r e g o i n g  o r  s a c r i f i c e  a t  

the d a t e  o f  a c q u i s i t i o n  i s  r e p r e s e n t e d  by a c u r r e n t  o r  f u t u r e  d i m i n u ­

t i on  in cash o r  o t h e r  a s s e t s . T h e  Ame r i c a n  I n s t i t u t e  o f  C e r t i f i e d  

P u b l i c  A c c o u n t a n t s  d e f i n e d ,  c o s t  i s  t he  amount ,  me a s u r e d  i n  money,

22. Ha r p e r ,  W.M, ,  Co^t  A c c o u n t i n t j . MacDona l d  and Evans ,  U . K . ,
1977,  p .  5.

23. T e r r y ,  Geor ge  R, , P r i n c i p l e s  o f  Ma na g eme nt . R i c h a r d  D. i r w i n  
I n c . ,  O n t a r i o ,  1977,  p , 5 b 2 ,

24. R y a l l ,  D i c t i o n a r y  o f  Co s t i n  g . quo t ed  by B.K.  Bha r ,  " C o s t  Acc o un ­
t i n g  1 Methods  and P r o b l e m s ,  Academi c  P u b l i s h e r ,  C a l c u t t a ,  1972,  
p . 13.

25. Amer i can  A c c o u n t i n g  A s s o c i a t i o n ,  R e p o r t  o f  t he  Commi t t ee  on 
Cos t  Co nc e p t s  and S t a n d a r d s ,  The A c c o u n t i n g  R e v i e w . V o l .  XXVI i , 
N o . 2, p.  176.

26. Ro b e r t  T. Spouse and M a u r i c e  M o o n i t z ,  A c c o u n t i n g  R e s e a r c h  
Stu d v . No.  3 ( a t e n t a t i v e  s e t  o f  b r o a d  a c c o u n t i n g  p r i n c i p l e s  
f o r  b u s i n e s s  e n t e r p r i s e ) ,  Amer i can  I n s t i t u t e  o f  C e r t i f i e d  
P u b l i c  A c c o u n t a n t s ,  New Vor k ,  1962,  p , 2 5 .
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o f  cash expended o r  o t h e r  p r o p e r t y  t r a n s f e r r e d ,  c a p i t a l  s tock

I s s u e d ,  s e r v i c e s  p e r f o r m e d ,  o r  a l i a b i l i t y  i n c u r r e d ,  i n  c o n s i d e r a -

27t i on  o f  g o o d s  o r  s e r v i c e s  r e c e i v e d  o r  to be r e c e i v e d .  A c c o r d i n g  

to M.N'. Has san,  c o s t  r e p r e s e n t s  an e x p e n d i t u r e  -  a d e c r e a s e  i n

a s s e t s  or  an i n c r e a s e  i n  l i a b i l i t i e s  -  made to s e c u r e  an economic

28
b e n e f i t ,  g e n e r a l l y  r e s o u r c e s  t h a t  p r o m i s e  to p r o d u c e  r e v e n u e .

C o s t s  va r y  i n  a c c o r d a n c e  w i t h  p u r p o s e s ,  o b j e c t i v e s  o r  a i ms

o f  economic a c t i v i t i e s .  Th i s  i s  c l e a r  f rom the r emar ks  o f  P r o f e s s o r

29
B. K, Basu t h a t  c o s t  o f  y e s t e r d a y  i s  no t  equa l  to c o s t  o f  t oday

and Cos t  o f  today w i l l  n o t  be equa l  to t h e  c o s t  o f  t o - m o r r o w  due

to r i s i n g  p r i c e s  in economy.  A c c o u n t i n g  scho l a r s^*^  i n  B a n g l a d e s h

a l s o  f e e l s  i n  the  same way.  The term c o s t  i m p l i e s  the  t o t a l  r e s o -

31u r c e s  consumed to a c c o mp l i s h  a s p e c i f i c  o b j e c t i v e .  The s p e c i f i c

o b j e c t i v e  to be a c c o m p l i s h e d  mi gh t  be t h e  p r o d u c t i o n  o f  s ome t h i ng  

o r  a g roup o f  t h i n g s ,  the a c q u i s i t i o n  o f  some s e r v i c e ,  a s e r v i c e  

r e n d e r e d  to a h o s p i t a l  p a t i e n t  o r  a bank c u s t o me r ,  a m a chi  n e - hou  r , 

a s o c i a l  w e l f a r e  p r o j e c t ,  a m i l e  o f  r o a d ,  the  measur ement  o f  n e t  

i ncome o r  any o t h e r  c o n c e i v a b l e  a c t i v i t y .  A c c o r d i n g  to Matz  d, U s r y ,

27. Amer i can  i n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s ,  Commi t tee  on
Te r mi n o l o g y ,  A c c o u n t i n g  Te r mi no l o g y  B u l l e t i n  N q . 4 . 1977,  p , l «

28.  Has san,  Md. N u r u l ,  Cos t  C o n t r o l  and Cos t  Re d uc t i on  un d e r  I n f l a -
t l  o n . p a p e r  p r e s e n t e d  in ' C o s t  C o n t r o l  and Cos t  R e d u c t i o n '  
c o n f e r e n c e  s pons o r ed  by the I n s t i t u t e  o f  Co s t  and Management  
A c c o u n t a n t s  o f  B a n g l a d e s h ,  Dhaka,  O c t o b e r  30,  198 1.

29.  Basu,  B . K . ,  " C o s t  C o n t r o l ” , Su rv e v . A J o u r n a l  o f  the I n d i a n  
i n s t i t u t e  o f  S o c i a l  W e l f a r e  and B u s i n e s s  Management ,  C a l c u t t a ,  
May,  197 4, p .  47.

30. T a l u k d e r ,  Md. Y u s u f ,  "Why do we need  i n f l a t i o n  A c c o u n t i n g " ,
The Ba n g l a d e s h  Account , ^nt . ( Dha ka »  The I n s t i t u t e  o f  C h a r t e r e d  
A c c o u n t a n t s  o f  B a n g l a d e s h ,  V o l . 4, N o . l ,  J u 1 y - S e p  t en̂  be r , 1960 ) ,
p.  3b.

31. Gr ay ,  Jack ii R i c k e t t s ,  Don, Cos t  and M a n a g e r i a l  A c c o u n t i n g . 
M c G r a w - K i l l  Book Company,  New Yo r k ,  1982,  p .  17,
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i t  I S  a f undament a l  axiom t ha t  a c o s t  must  be u n d e r s t o o d  i n  i t s

32
r e l a t i o n s h i p  to t he  a ims  o r  p u r p o s e s  which i t  i s  to s e r v e ,

3 3R. A.  Howe l l  and S. R. Soucy d e s c r i b e d  t h a t  t h e  c o s t  a c c o u n ­

t i n g  system shou l d  i d e n t i f y  a l l  c o s t s  r e q u i r e d  to d e s i g n ,  p u r c h a s e ,  

m a n u f a c t u r e ,  mar ke t  and s e l l  a p r o d u c t .

Management  e n d e a v o u r s  to o b t a i n  t h e  r i g h t  p r o p o r t i o n  o f  t h e  

f a c t o r s  t h a t  go i n t o  the  funi  shed p r o d u c t .  Each f a c t o r  r e p r e s e n t s  

a c o s t  i n c u r r e d .  Each c o s t  i n c u r r e d  s h o u l d  have  added  v a l u e  i n  

e x c e s s  o f  i t s  c o s t s  to the  f i n a l  p r o d u c t .  C o s t s  t h a t  d o e s  n o t  add 

to v a l u e  must  be a b o l i s h e d .

Thus i t  a p p e a r s  t h a t  c o s t  ha v e  a d i r e c t  i n f l u e n c e  on s e l l i n g  

p r i c e s  and vo l ume  o f  s a l e s t  whi ch i n  t e r n  d e t e r m i n e  t h e  s i z e  o f  

p r o f i t s .  I f  p r o p e r  m e a s u r e s  can be t aken to c o n t r o l  c o s t s  and  

mi n i mi s e  w a s t a g e  and s p o i l a g e ,  t he  p r o d u c t i o n  c o s t s  can be r e d u c e d ,  

r e s u l t i n g  i n  a more c o m p e t i t i v e  p r i c i n g  p o l i c y  by the  f e r t i l i z e r  

s e c t o r  and a d e c l i n e  in t he  l e v e l  o f  g o v e r n me n t  s u b s i d y .  Hence ,  

the p u r p o s e  o f  t h i s  s tudy 1 s to i n v e s t i g a t e  t he  e x t e n t  to whi ch  

to c o s t s  i n  the  n a t i o n a l i z e d  f e r t i l i z e r  f a c t o r i e s  c o u l d  be  r e d u c e d  

and how an e f f i c i e n t  system of  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  

cou l d  be i mp l e ment e d .

32, Ma t z ,  A d o l p h ,  S. U s r y ,  M i l t o n ,  C o s t  A c c o u n t i n g  i P l a n n i n g  and  
Con t ro 1 . S ou t h - We s t e r n  P u b l i s h i n g  C o . ,  USA,  1980,  p , 40 .

33, H o w e l l ,  Robe r t  A , ,  and Soucy,  Stephen R, , " C o s t  A c c o u n t i n g  
i n  the New M a n u f a c t u r i n g  E n v i r o n m e n t " ,  Management  r t c c o u n t i n g . 
( N . J . I  Mont V a l e i  N a t i o n a l  A s s o c i a t i o n  o f  A c c o u n t a n t s ,
Vo l .  LXIX,  N o , 2, A u g u s t ,  1987 ) ,  p , 4 3 .
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2,0  3 . 2  no<^T.q TN TH=̂  EYE OF ACCOUNTANTS a ND ECONOMISTS

The f o l l o w i n g  q u o t a t i o n s  from some emi nent  s p e c i a l i s t s  i n  

a c c o u n t i n g  show how c o mp r e h e n s i v e  and v a r i e d  i s  t he  mea n i ng  o f  t he  

word ' C o s t * .  The word c o s t  i s  v e r y  c o m p r e h e n s i v e  and i s  b e i n g  used  

by d i f f e r e n t  p e o p l e  a t  d i f f e r e n t  t i me s  to mean d i f f e r e n t  t h i n g s .  

A c c o u n t a n t s ,  Economi s t s ,  E n g i n e e r s  and o t h e r s  f a c i n g  c o s t  p r o b l e m s

have  d e v e l o p e d  c o s t  c o n c e p t s  and c o s t  t e r m i n o l o g y  a c c o r d i n g  to t h e i r

3 ̂  36
n e e d s .  A c c o r d i n g  to C,  T. H o r n g r e n ,  A c c o u n t a n t s  u s u a l l y  d e f i n e

c o s t s  a r e  r e s o u r c e s  s a c r i f i e d  o r  f o r e g o n e  to a c h i e v e  a s p e c i f i c

37
o b j e c t i v e ,  Dewet t  and Chand d e f i n e s  economic  c o s t  a s ,

by economic c o s t s  i s  meant  t ho s e  payment s  whi ch must  be  

r e c e i v e d  by r e s o u r c e  owne r s  i n o r d e r  to e n s u r e  t h a t  they w i l l  c o n t i ­

nue to supp l y  them In the  p r o c e s s  o f  p r o d u c t i o n .  T h i s  d e f i n i t i o n  i s  

based  on t he  f a c t  t h a t  r e s o u r c e s  a r e  s c a r c e  and they have  a l t e r n a ­

t i v e  U s e s .  To u s e  them i n  one p r o c e s s  i  s to deny t h e i r  u s e  i n  o t h e r  

p r o c e s s e s .  Economic c o s t  I n c l u d e s  normal  p r o f i t .

Ac c o u n t a n t s *  c l a s s i f i c a t i o n  o f  c o s t s  a r e  u s u a l l y  s e t  up f o r

l e g a l ,  f i n a n c i a l  c o n t r o l  and a u d i t i n g  p u r p o s e s  w h i l e  e c o n o m i s t s '

c l a s s i f i c a t i o n s  a r e  d e s i g n e d  to p r o v i d e  d e c i s i o n  maki ng  g u i d e l i n e s

38f o r  management  to a c h i e v e  the  f i r ms  economic  g o a l s .  Economic

34. Moh i udd i n ,  Md. , "Ifthy C o s t  C o n t r o l  and How to C o n t r o l " ,  p a p e r
p r e s e n t e d  i n  the ' C o s t  C o n t r o l  and C o s t  R e d u c t i o n '  C o n f e r e n c e  
s pon s o r e d  by the ICMa B, Dhaka,  O c t o b e r  30, 198 1.

35. Matz ,  A d o l p h ,  ii U s r y ,  M i l t o n ,  Co s t  A c c o u n t i n g  t P l a n n i n g  and 
Con t ro 1 . Sou t h - We s t e r n  P u b l i s h i n g  C o . ,  USA,  1980,  p . 39 .

36 . Hor ng r en ,  C h a r l e s ,  T, , Cos t  A c c o u n t i n g  1 A M a n a g e r i a l  Emp h a s i s . 
Pren ti  ce -Ha  11 i n t e r n a t i o n a l  E d i t i o n ,  USA,  1982,  p . 21.

37 . Dewat t ,  K . K . ,  and Chand,  A d a r s h a ,  Modern Economi c Theor y .
Shyam La i  C h a r i t a b l e  T r u s t ,  New De l h i  , f 984 ,  p .  148.

38. Mote,  U. L. , P a u l  S . ,  and ' j upta ,  G. S. Ma n a g e r i a l  E c o no mi c si  
C o n c e n t s and Ca s e s . Tata  M c g r a w - H i l l  P u b l i s h i n g  Company L i m i t e d ,  
New D e l h i ,  1978,  p .  6 5 .
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c o s t  may be g r ouped  a s  money c o s t ,  nomi na l  c o s t ,  r e a l  c o s t ,  o p p o r ­

t u n i t y  c o s t ,  i m p l i c i t  and e x p l i c i t  c o s t ,  t r a n s f e r  c o s t ,  e n t r e p r e -

39n e u r ' s c o s t e t c .

In thi  s s tudy the economic c o s t s  has  been e x c l u d e d  and the  

a c c o u n t i n g  c o s t s  has  been c o n s i d e r e d .

2,0 3,3 C0ST3.  EXP£NSE^>a ND LOSSES

Somet imes  ' C o s t * ,  ' E x p e n s e '  and ' L o s s '  c r e a t e  c o n f u s i o n  i n  the  

mind o f  Economi s t s  and A c c o u n t a n t s .  As  a m a t t e r  o f  f a c t ,  t h e r e  i s  

a c l e a r - c u t  d i s t i n c t i o n  among c o s t s ,  e x p e n s e s  and l o s s e s -  Bgcke r  

and Jacobse n  c l e a r l y  d i s t i n g u i s h e d  c o s t s  from e x p e n s e s  and l o s s e s  

wi th  c l e a r  e x a mp l e s ;  ' c o s t s '  r e p r e s e n t  t h a t  p o r t i o n  o f  the  a c q u i s i ­

t i on  p r i c e  o f  g oods ,  p r o p e r t y ,  o r  s e r v i c e s  whi ch has  been d e f e r r e d  

or  no t  y e t  u t i l i z e d  i n  c o n n e c t i o n  w i t h  the  r e a l i z a t i o n  o f  r e v e n u e .  

Fixed a s s e t s  and i n v e n t o r i e s  a r e  exa mp l e s  o f  such d e f e r r e d  c o s t s .  

' E x p e n s e s '  a r e  c o s t s  whi ch  have  been a p p l i e d  a g a i n s t  the  r e v e n u e  o f  

a p a r t i c u l a r  p e r i o d .  O f f i c e  s a l a r i e s  a r e  e x p e n s e s  o f  the  p e r i o d  in  

which they a r e  i n c u r r e d .  ' L o s s e s '  a r e  r e d u c t i o n s  i n  f i rm e q u i t y ,  

o t he r  than from w i t h d r a w a l s  o f  c a p i t a l *  f o r  whi ch no c o mp e n s a t i n g

Va l ue  has  been r e c e i v e d .  D e s t r u c t i o n  o f  a p l a n t  by t o r n a d o  o r  f i r e

40
i s  an exampl e  o f  a l o s s .  The f o c u s  o f  c o s t  a c c o u n t i n g  i s  on

39. Dewet t ,  K , K , ,  and Cha^d,  r tdar sha ,  Modern Economic T h e o r y .
Shyam La i  C h a r i t a b l e  T r u s t ,  New D e l h i ,  1984*

40,  Backe r ,  Mor ton ,  and J a c o b s e n ,  L y l e  E. , C o s t  r t c c o unt i ng  i A 
M a n a g e r i a l  A p p r o a ch,  M c G r a w - H i l l  Book Company,  New Y o r k ,  1964,  
p p . 3 - 4 ,
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4 I
c o s t s ,  n o t  e x p e n s e s .  F r e q u e n t l y  t he  term ’ C o s t '  i s  u s e d  s ynony ­

mous ly wi th the term ' e x p e n s e '  and means an e x p i r e d  c o s t .  Y e t  the  

term ' C o s t *  i s  used  f o r  both  a s s e t s  and e x p e n s e s .  The ' e x p e n s e '  

r e f e r s  to the s a c r i f i c e ,  the r e n o u n c i n g  a s p e c t  o f  the  r e v e n u e  t r a n ­

s a c t i o n .  Expenses  a r e  mea su r ed  o u t f l o w  o f  g o o d s  and s e r v i c e s  t h a t

42a r e  matched wi th r e v e n u e  to d e t e r m i n e  i ncome .

An expense  i s  d e f i n e d  as  the  e x p i r e d  c o s t  r e s u l t i n g  from a

4 3
p r o d u c t i v e  u s a g e  o f  an a s s e t ,  McNesby d i s t i n g u i s h e s  between

c o s t s  and e x p e n s e s  a s ,  a s s e t s  a r e  c a p i t a l i z e d  c o s t s  o r  u n e x p i r e d

c o s t s .  The c r i t e r i o n  f o r  d e t e r m i n i n g  when c o s t  becomes  an e x p e n s e

44
I s  the ma t c h i ng  c o nc e p t .  Cos t  i s  t he  t o t a l  amount  o f  r e s o u r c e

expended from some goods  o r  s e r v i c e s  and e x p e n s e  i s  the  amount  o f

45goods  o r  s e r v i c e  used  d u r i n g  a g i v e n  a c c o u n t i n g  p e r i o d ,  Ca sh i n  

and P o l i me n^^  d i s t i n g u i s h  e x p e ns e  from c o s t  a s ,  when b e n e f i t s  a r e

r e c e i v e d  the c o s t  becomes an e x p e n s e .  An e x p e n s e  i s  d e f i n e d  as  a

c os t  t h a t  has  g i ven  a b e n e f i t  and i s  now e x p i r e d .  U n e x p i r e d  c o s t s  

t ha t  can g i v e  f u t u r e  b e n e f i t s  a r e  c l a s s i f i e d  as  a s s e t s .  Expense s

41.  Deakin,  E. B. and Maher ,  M.' rt., C o s t  A c c o u n t i n g .  R i c h a r d  D.
I r w i n ,  I n c . ,  Homewood,  I l l i n o i s ,  1984,  p , 2 2 ,

42. Matz ,  A d o l p h ^  Us r y ,  M i l t o n ,  C o s t  A c c o u n t i n g  t P l a n n i n g  and 
Con t r o l   ̂ S ou t h - We s t e r n  P u b l i s h i n g  C o . ,  USA,  1980,  p . 40,

43. H a r t l e y ,  Rona l d  V . ,  Co s t  and M a n a g e r i a l  A c c o u n t i n g .  A l l v n  and  
Bacon,  I n c . ,  USh , 1983,  p . 27,

44. McNesby,  E . J . ,  " B a s i c  Co s t  C o n c e p t s  and T e r m i n o l o g y " ,  Quated by
Goodman, S. R. and Reece ,  J . S. , C o n t r o l l e r ' s  Hand B o o k . Down
Jones  -  I r w i n ,  I l l i n o i s ,  1978,  p . 78.

45. Hei t g e r ,  L. E. , M a t u l i c h ,  S . ,  and V a r ,  T, , M a n a g e r i a l  A c c o u n t i n g . 
Mc G r a w - H i l l  Ryerson L i m i t e d ,  Canada ,  1983,  p . 49.

46. Cdshin,  James , and P o l i m e n i ,  Ra l ph S . ,  Co s t  Accoun t i n  g . 
Mc G r a w - H i l l  I n t e r n a t i o n a l  Book Company,  London,  1981,  p , 1 9 .
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a r e  matched to r e v e n u e s  to d e t e r m i n e  met  Income o r  l o s s  f o r  a 

p e r i o d .  In p r o d u c t  C o s t i n g ,  i t  i s  o f t e n  n e c e s s a r y  f o r  the a c c o u n ­

t a n t  to make a d i s t i n c t i o n  between e x p en s e  and l o s s . ^ ^  As  p e r  G*

48
S h i l l l n g l a w ,  c o s t s  f a l l  i n t o  two c a t e g o r i e s ;  e x p e n s e s  and l o s s e s .  

An expense  i s  a c o s t  t h a t  i s  j u d g e d  to have  e x p i r e d  d u r i n g  the  

s p e c i f i e d  t ime  p e r i o d  i n  the  c r e a t i o n  o f  r e v e n u e s .  A l o s s  i s  a 

c o s t  t h a t  has  e x p i r e d  d u r i n g  the p e r i o d  b u t  w i t h  no o f f s e t t i n g  

b e n e f i t  o r  c o n n e c t i o n  w i t h  the c r e a t i o n  o f  r e v e n u e .

Y o r s t o n ,  anyth and Brown r e f e r  to c o s t  a s ,  the  sum o f  the

49
e x p e n d i t u r e s .  So, i t  can be s t a t e d  t h a t  the  word c o s t  i s  r e l a t e d  

to t o t a l  e x p e n d i t u r e  i . e . ,  t o t a l  c o s t  i s  equa i  to t o t a l  e x p e n d i t u r e .  

A l l  e x p e n d i t u r e  can a g a i n  be d i v i d e d  i n t o  ( i  ) C a p i t a l  E x p e n d i t u r e  

and ( i i )  Revenue e x p e n d i t u r e .  C a p i t a l  e x p e n d i t u r e  t r e a t e d  a s  a s s e t  

and r eve nue  e x p e n d i t u r e  i s  t ermed a s  e x p e n s e .  T h e r e f o r e ,  c o s t  

i n c l u d e s  bo th  e x p e n d i t u r e s  and e x p e n s e s .  C a p i t a l  e x p e n d i t u r e s  a r e  

u n e x p i r e d  c o s t  and r e v e n u e  e x p e n d i t u r e  a r e  e x p i r e d  c o s t .  Aga i n  

e x p i r e d  c o s t  can be g r oupe d  i n t o  e x p e ns e  and l o s s .  G .  R. C r o w n i n g -

s h i e l d  p r e s e n t e d  a c h a r t  which c l a s s i f i e d  c o s t s ,  e x p e n s e s  and

, 50l o s s e s .

In f i n e ,  the r e s e a r c h e r  t r i e s  to p r e s e n t  and e x p l a i n  c o s t  by the  

f o l l o w i n g  c h a r t  showing  the f l o w  o f  c o s t ,  e x p e n s e  and l o s s .

47.  Cro wni n g shi  e l  d , G e r a l d  R. , C o s t  A c c o u n t l n q i  P r l n c i n l e s  a nd 
M a n a g e r i a l  p l i c a t i o n  s.  Ho ugh ton Mi f f 1 i n  ' Co'trip'an'y'j Bo ston ,
1979,  p . 9.

48. S h i l l i n g l a w ,  Gordon,  Co s t  A c c o u n t i n g  > A n a l y s i s  and C o n t r o l .
R i c ha r d  D. I r w i n ,  I n c . ,  1 1 l i  no l  s,  L! SA, 19o l ,  pT54 .  ^

49. Y o r s t o n ,  Smyth, and Brown,  Advance d  A c c o u n t i n g , quo t ed  by 
Bhaba t osh  B e n e r j e e ,  " C o s t  A c c o u n t i n g " ,  The Wor l d  P r e s s  P r i v a t e  
L t d . ,  C a l c u t t a ,  1981,  p . 3.

5o , Cro wni n g shi e l  d , G e r a l d  S . ,  C o s t  A c c o u n t i n g  t P r i n c i p l e s  and  
Man.^gement A p p l i c a t i o n s . ( Houghton M i f f l i n  Company,  B o s t on ,
1 9 7 9 ) , p .  10.
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COST EXPENDi  r u a e s

D e f f e r e d  Cos t  
o r 

C a p l t a 1 
Expendi  t u r e

A s s e t s

\ E x p i r e d  C o s t  
{ o r
i Revenue
I E x p e n d i t u r e

I(

B a l a n c e  Sheet  
I tem

r Income S t a t e me nt  
I tem

C h a r t i  2 . 0 1

2.0 3 .4  CLASSIFICATION OF COSTS

There  i s  no hard  and f a s t  r u l e  f o r  c o s t  a n a l y s i s  and c l a s s i f i ­

c a t i o n .  V a r i o u s  p e o p l e  l ook  a t  the term ‘ C o s t ’ f rom v a r i o u s  a n g l e s * ^  

Cos t  can be c l a s s i f i e d  a c c o r d i n g  to the  need  o f  t he  o b j e c t i v e .

Dependi ng  on the o b j e c t i v e  to be a c c o m p l i s h e d ,  t h e r e  a r e  d i f f e r e n t

52ways  o f  c l a s s i f y i n g  c o s t s .  C o s t s  a r e  d i v i d e d ,  a l l o c a t e d ,  r e a l l o ­

c a t e d  and merged u n t i l  components  a r e  no l o n g e r  a c c e s s i b l e  f o r

53
manag ' ^ r i a l  p l a n n i n g  and c o n t r o l .  The c o l l e c t i o n ,  p r e s e n t a t i o n ,  

a n a l y s i s  and c l a s s i f i c a t i o n  o f  c o s t  i s  recommended f o r  t he  development

51. Mu s s o w i r ,  M. a , ,  Commentary on " C o s t  Aud i t ' *  s e m i n a r  s p o n s o r e d
by the ICMa B, Dhaka,  December  14, 1985,  p . 76,

52. Gray ,  Jack and R i c k e t t s ,  Don,  Co s t  and M a n a g e r i a l  A c c o u n t i n g . 
M c G r a w - H i l l  Book Company,  New Y o r k ,  1982,  p.  17,

53. Gee t z ,  B i l l y  E. , "The Ro l e  o f  C o s t s  i n  M a n a g e r i a l  P l a n n i n g  and 
C o n t r o l " ,  quoted by C a r r o l l ,  P h i l ,  How to C o n t r o l  P r o d u c t i o n

i., M c G r a w - H i l l  Book Company I n c . ,  New Vor k ,  1952,  p . 27,
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o f  Cost  da t a  f o r  p l a n n i n g  p r o f i t  by means  o f  b u d g e t s ,  c o n t r o l l i n g ,  

mea su r i ng  annua l  o r  p e r i o d i c  p r o f i t ,  e s t a b l i s h i n g  s e l l i n g  p r i c e  

and p r i c i n g  p o l i c y  and m a n a g e r i a l  d e c i s i o n - m a k i n g .  A c c o r d i n g  to 

Matz and Usry, ^"^ c o s t  can be c l a s s i f i e d  i n t o  the  f o l l o w i n g  e i g h t  

ca t ego  r l  es*

1. By the n a t u r e  o f  the  i t em ( a  n a t u r a l  c l a s s i f i c a t i o n ) ,

2. Wi th r e s p e c t  to the a c c o u n t i n g  p e r i o d  to which they a p p l y ,

3. By t h e i r  tendency to v a r y  wi th  vo l ume  o r  a c t i v i t y ,

4. By t h e i r  r e l a t i o n  to the  p r o d u c t ,

b. By t h e i r  r e l a t i o n  to m a n u f a c t u r i n g  d e p a r t m e n t s ,

6 . r t cco rd i ng  to t h e i r  n a t u r e  as  common a n d / o r  j o i n t  c o s t s ,

7.  For  p l a n n i n g  and c o n t r o l ,  and

8 . For  a n a l y t i c a l  p r o c e s s .

However ,  c o s t  can be c l a s s i f i e d  i n  g r e a t e r  d e t a i l s  and i n

v a r i o u s  ways  to s u i t  o u r  p u r p o s e s .  Such a s i

A, On the b a s i s  o f  t imei

l ) Hi s to  ri ca l  co s t ,

l i ) P r  e - d  etermi  n ed c o s t

H i  ) Es t i mat ed  c o s t .

i v ) S t andar d  c o s t ,

v ) C u r r e n t  c o s t .

54. Ma t z ,  A d o l p h ,  & U$ry ,  M i l t o n ,  C o s t  A c c o u n t l n q i  P l a n n i n g  and  
Con t r o  1 . Sou t h - We s t e r n  P u b l i s h i n g  C o . ,  U Sh , 1980,  p p . 4 3 - 4 4 ,
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B. On the b a s i s  o f  e l e men t s *

i )  M a t e r i a l  CO s t ,  

i i )  L a b ou r  c o s t ,  

l i i )  Expenses  o r  o v e r h e a d  c o s t .

C. On the b a s i s  o f  f u n c t i o n s !

i )  P r o d u c t i o n  c o s t ,

l i  ) A d m i n i s t r a t i o n  c o s t ,  

l i i )  S e l l i n g  and d i s t r i b u t i o n  c o s t ,  

i v )  Re sea r ch  and d e v e l o p me n t  c o s t ,

v )  P r e - p r o d u c t i o n  c o s t .

D. On the b a s i s  o f  c o s t  s t a t e m e n t s j

1 ) P r i me  c o s t ,  

i l )  Fac t o ry  c o s t  o r  works  c o s t ,  

l i i )  P r o d u c t i o n  c o s t ,

1 V ) Sel  l i n g  c o s t ,

E. On the b a s i s  o f  b e h a v i o u r i

1 ) Fi xed Co s t ,  

l i )  V a r i a b l e  c o s t ,  

a i l )  S e m i - f i x e d  o r  s e m i - v a r i  a b l  e c o s t .

F. On the b a s i s  o f  c o n t r o l l a b i l i t y *

l )  C o n t r o l l a b l e  c o s t ,  

i i )  U n c o n t r o l l a b l e  c o s t .
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G. On

1 

1 i

H. On

i

l i

I . On

1

i i

J . On

1 

i i  

i i i  

1 V 

V

vi

v i i

v i i l

i X 

X 

Xi

x i i

X i i i

he b a s i s  o f  t r a c e a b i  l i  ty i

Di r  ec t CO s t ,

I n d i  rec t co s t .

he b a s i s  o f  n o r m a l i t y i

Normal  c o s t ,

Abnormal  c o s t .

he b j  si s o f  cha r g e i

P rodu c t CO s t ,

P e r i o d  c o s t .

he b a s i s  o f  management  i n f o r m a t i o n i

M a r g i n a l  c o s t ,

Di f f eren t i  a l  c o s t ,

Uni fo rm c o s t ,

Oppo r t un i  ty c o s t ,

Rep l acement  c o s t ,

I mputed  c o s t ,

Sunk c o s t ,

Out  o f  p o c k e t  c o s t ,

Commi t t e d  c o s t ,

C o n v e r s i o n  c o s t ,

Common c o s t ,

J o i n t  c o s t .

A v o i d a b l e  c o s t .
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xi V . U n a v o i d a b l e  c o s t ,

X V Cap!  t a i  c o s t .

xvi  . D e f e r r e d  c o s t .

x v i i . E x p i r e d  c o s t .

x v i i i  . r l e cur r i ng  c o s t .

xi X. O p e r a t i n g  c o s t .

XX. rtelevan t co s t ,

xxi  . I r r e l e v a n t  c o s t .

2 . 04 . 1  COST COIJTrtOL

B e f o r e  d i s c u s s i n g  the  term c o s t  c o n t r o l ,  i t  i s  n e c e s s a r y  to  

unde r s t a nd  the b a s i c  c o n c e p t  o f  c o n t r o l  i n  r e l a t i o n  to c o s t .  The 

d i c t i o n a r y  meani ng  o f  the  word ' c o n t r o l '  i s  r e g u l a t i o n  o f  the  

a c t i v i t i e s .  \̂ e can form a more c l e a r  i d e a  i f  we go t h r o u g h  t he  

v i e ws  e x p r e s s e d  by v a r i o u s  w r i t e r s .  The term ' c o n t r o l '  i s  some 

what l o o s e l y  employed i n  the  management  l i  t e r a t u  r e .  Management  

Cont r o l  i s  the  p r o c e s s  by which ma na g e r s  a s s u r e  t h a t  r e s o u r c e s  a r e  

o b t a i n e d  and used  e f f e c t i v e l y  and e f f i c i e n t l y  i n  the a c c o m p l i s h m e n t  

o f  an o r g a n i s a t i o n s  ob j  ec t i  v e s.  C o n t r o l  i s  a dynamic  management  

f unc t i on  c o m p r i s i n g  o f  f o u r  e l e me n t s  o f  a c t i o n ,  f e e d b a c k ,  e v a l u a t i o n  

and adj  u stmen t .  A c c o u n t i n g  has  now assumed new r e s p o n s i b i l i t i e s

55. E i l o n ,  Samuel ,  Management  C o n t r o l . Pergamon P r e s s ,  O x f o r d ,
1979, p.  14.

56. Anthony,  Robe r t  N . ,  Management  A c c o u n t i n g  P r i n c i p l e s , 
rt ichard D. I r w i n ,  I n c . ,  Homewood,  I l l i n o i s ,  1970,  p .  307.

57. S h e r l e k a r ,  S . A . ,  I n d u s t r i a l  C r g a n i s a t i o n  and Ma na g eme nt . 
Himal aya  P u b l i s h i n g  House,  Bombay,  1979,  p .  385.

Dhaka University Institutional Repository



44

and i t  i s  now an i n s t r u m e n t  o f  c o n t r o l  —  an a s s i s t i n g  hand  to 

m a n a g e m e n t , '  A c c o u n t i n g  i s  p r e s e n t l y  c a l l e d  a s  ' c o n t r o l '  i n  t he

59
economy l i k e  USA,  Canada e t c .  C o n t r o l l i n g  i s  the  f i n a l  f u n c t i o n  

o f  the m a n a g e r i a l  p r o c e s s , P e r h a p s  more  s i g n i f i c a n t ,  a p p r o a c h  

i s  c o n t r o l l i n g  by the f o l l o w i n g  f o u r  f a c t o r s ; ^ ^  ( a )  Q u a n t i t y ,

( b )  Q u a l i t y ,  ( c )  T i me - u s e  and ( d )  C o s t ,  The modern c o n c e p t  o f  

c o n t r o l  e n v i s a g e s  a sys tem t h a t  n o t  on l y  p r o v i d e s  a h i s t o r i c a l  

r e c o r d  o f  what  has  happened to the  b u s i n e s s  a s  a w h o l e  b u t  p i n p o i n t s  

the r e a s o n s  why i t  ha s  happened and a l s o  the  system s ho u l d  e n a b l e  

manager s  to i d e n t i f y  t r e n d s  — i n  c o s t s *  i n m a r k e t s ,  i n  a l l  a s p e c t s  

o f  the b u s i n e s s  —  and so a f f o r d  a g u i d e  f o r  f u t u r e  a c t i o n ,

A c c o u n t i n g  c o n t r o l  i s  c o nc e r n e d  both w i t h  the  d i s c o v e r y  o f  d e v i a -

6 3
t i o n s  and t h e i r  p rompt  m i n i m i z a t i o n .  The term ' c o n t r o l '  a p p e a r s  

o f t e n  in key f u n c t i o n s  o f  b u s i n e s s .  We speak o f i  P r o d u c t i o n  C o n t r o l ,  

Qua l i t y  c o n t r o l .  Bud ge t a r y  c o n t r o l ,  S a f e t y  c o n t r o l ,  L a b o u r  c o n t r o l ,  

I n v e n t o r y  c o n t r o l .  Then t h e r e  a r e  o u t s i d e  the b u s i n e s s  word i  

Cu rren cy con t r o l , T r a f f i c  c o n t r o l .  P e s t  c o n t r o l ,  Arms c o n t r o l ,  Land  

c o n t r o l ,  Heat  c o n t r o l ,  Government  c o n t r o l ,  f ient c o n t r o l ,  B i r t h

58, Haque,  Mohammad N u r u l ,  " A c c o u n t i n g  -  An I n s t r u m e n t  o f  C o n t r o l " ,
Management  D e v e l o p me n t . BMDC, Dhaka»  V o l , 6 , No,  , 1977,  p , 5 2 ,

59, P a u l ,  P r a d i p  Kumar,  "The Chang i ng  P r o f i l e  o f  t he  A c c o u n t i n g  Func­
t i o n s  -  A B i r d ' s  Eye V i e w " ,  The A c c o u n t a n t . The B a n g l a d e s h  Ch a r ­
t e r ed  A c c o u n t a n t s  Ch a t r a  P a r i  shad,  Dhaka,  6 th i s s u e ,  1985,  p , 3 5 .

6o . Eurke,  rtonald S . ,  I CPM i Admt ni  s t  r j  t l  v e S k i l l s  f o r  t he  M a n a g e r . .
Dow J o n e s  ■— I r w i n ,  Homewood,  I l l i n o i s ,  1983,  p , 1 3 7 ,

6 1, Te r r y ,  Gporge  1 .̂, A Gu i de  to Ma nag ement , R i c h a r d  D. I rva n , I n c . ,
Homewood, I l l i n o i s ,  1981,  p.  118,

62,  Da l e ,  E r n e s t ,  Management  t Theory and P r a c t i c e . M cGra Vi»- îi 11 Book 
Company,  New Yo rk ,  1973,  p . 445.

63 , On si , Mohammed, " Q u a n t i t a t i v e  Mo d e l s  f o r  A c c o u n t i n g  C o n t r o l " ,
The A c c o u n t i n g  Re v i e w . A p r i l  1967,  pp ,  321 - 30 ,  Quoted i n  ' i n f o r ­
mat i on A n a l y s i s  i n  Management  A c c o u n t i n g '  e d i t e d  by Ande r  s o n , D, L,  , 
and Ram, D. L, , JQhn Vd 1 ey ' Sons ,  New Yo r k ,  1978 , p , 4 0 4 .
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c o n t r o l  and many o t h e r s .  The term A c c o u n t i n g  C o n t r o l  s h o u l d  be  

und e r s t o od  in the  c o n t e x t  o f  A c c o u n t i n g  b e i n g  used  a s  an i n s t r u m e n t  

o f  c o n t r o l  and n o t  as an a u t o ma t i c  con t r o l  1 e r ,  By c o n t r o l  i s  

meant  g e t t i n g  the  l o w e s t  p o s s i b l e  u n i t  c o s t  f i g u r e s  by knowi ng  what  

the c o s t  f i g u r e s  a r e ,  what  they s hou l d  be,  and why t h e r e  i  s di  f f e-  

r ence  between p r e d e t e r m i n e d  o r  e s t i m a t e d  and a c t u a l  c o s t s * ^ ^  We 

t a l k  o f  c o n t r o l l i n g  i n v e n t o r i e s ,  e x p e n s e s ,  y i e l d s ,  s h r i n k a g e ,  s p o i -  

l a g e ,  s h o r t a g e s ,  q u a l i t y ,  o v e r h e a d ,  wages  and so f o r t h .  A c c o r d i n g  

to R. C, D a v i s  t h e r e  a r e  8 c o n t r o l  f u n c t i o n s . T h e s e  a r e i

45

64

1. Ro u t i n e  p l a n n i n g .

2. S c h e d u l i n g .

3. P r e p a r a t i o n .

4. Di spa tc hi n g .

5. D i r e c t i o n ,

6 . Superv i  s i o n .

7.  Compar i s on ,  and

8 . C o r r e c t i v e  a c t i o n .

64. Rathe,  A l e x  V»., Management  C o n t r o l s  in B u s i n e s s , t he  p r o c e e ­
d i n g s  o f  a symposium h e l d  a t  System De ve l opme nt  C o r p o r a t i o n ,  
Santa Moni ca ,  C a l i f o r n i a ,  J u l y  29 - 31 ,  1959,

65,  Magee ,  C, C, , F i n a n c i a l  A c c o u n t i n g  and C o n t r o l . G e o r g e  A l l e n  
and Unwin L t d . ,  London,  1968,  p . l l 6 .

66 . Ne un e r ,  John J , W , ,  C o s t  r t ccount i nq  > P r i n c i p l e s  and P r a c t i c e . 
Ri c ha r d  D. I r w i n ,  I n c . ,  I l l i n o i s ,  USA,  1952,  p . 570.

67, F i t z m a u r i c e ,  E. F, , "The Es s ence  o f  C o n t r o l  -  what  i t  i s  and 
who does  i t " ,  Th e Con t ro 11 e r . The C o n t r o l l e r s  I n s t i t u t e  o f  
Ame r i c a ,  i n c . ,  New Yo r k ,  November  1950,  p.  102,

60 . D a v i s ,  Ralph C u r r i e r ,  I n d u s t r i a l  Org  in t ?a t i  on and Ma na g e me nt .
Ha r p e r  & B r o t h e r s ,  New Yo r k ,  19 57, p,  127 - 28 .

Dhaka University Institutional Repository



46

Famous a c a d e mi c i an  o f  Co l umbi a  U n i v e r s i t y ,  G. S h i l l i n g l o w  

r e c o g n i z e  f i v e  e l e men t s  o f  c o n t r o l  whi ch a r e t

1. S c h e d u l i n g .

2. Deve l opment  o f  s t a n d a r d s .

3. D i r e c t i o n  and s u p e r v i s i o n ,

4. Compar i son o f  r e s u l t s .

5. C o r r e c t i v e  a c t i o n .

To c o n t r o l  i n  the management  s e n s e ,  i  s to e n s u r e  t h a t  the  

i n s t r u c t i o n s  i s s u e d ,  o r  the p l a n  o f  o p e r a t i o n ,  has  been c a r r i e d  

Up to e f f e c t .  The p r o c e s s  o f  c o n t r o l  i s  t he  mea su r eme nt  o f  p e r f o r ­

mance by c ompa r i s on  w i t h  i n s t r u c t i o n  o r  pr ogr amme,  o r  p l a n , ^ ^

A c c o r d i n g  to W,H.  N e w m a n , c o n t r o l l i n g  i n v o l v e s  the  e s t a b l i s h m e n t  

o f  s t a n d a r d s ,  c ompar i s on  o f  a c t u a l  r e s u l t s  a g a i n s t  t he  s t a n d a r d ,  

and n e c e s s a r y  c o r r e c t i v e  a c t i o n  when p e r f o r m a n c e  d e v i a t e s  from the  

p 1 a n .

ti m i l i t a r y  t a c t i c a l  c o n t r o l  has  a d e f i n i t e  b e g i n n i n g  and whe r e a s

the  management  c o n t r o l  p r o c e s s  r e l a t e s  to a r e c u r r i n g  c y c l e  o f

7 2 7 3
o p e r a t i o n s .  A c c o r d i n g  to an I n d i a n  a c a d e m i c i a n ,  B, K . Easu ,  i n

a b r oad  s e n s e  the anatomy o f  i n t e r n a l  c o n t r o l  system can be s t a t e d  a s i

69 . S h i l l i n g l o w ,  Gordon,  Co s t  A c c o u n t i n g . ( I l l i n o i s i  R i c h a r d  D.
I r w i n ,  i n c . ,  1 9 6 l ) ,  p . 24.

70.  M i l w a r d ,  G . E . ,  An Appr oach  to Ma nag eme nt . Ma c d o n a l d  8. Evans ,  
London,  1946,  p . 35.

7 1, Newman, Vi ' i l l iam H. , A d m i n i s t r a t i v e  A c t i o n  > The T e c h n i q u e s  o f  
O r g a n i s a t i o n  and Management . P r  en t i  c e - H a l  1, i n c . ,  Euglev.ood  
C l i f s ,  N . J . ,  1963 , p . 5.

72.  Anthony ,  Robe r t  N , ,  P l a n n i n g  and C o n t r o l  Sys tems  t A Frame f o r  
An;n V si  s . D i v i s i o n  o f  Re s e a r c h ,  G r a d u a t e  Schoo l  o f  B u s i n e s s  
A d m i n i s t r a t i o n ,  H a r v a r d  U n i v e r s i t y ,  Bo s t on ,  1965,  p . 56,

7 3 . Basu,  B . K , ,  An I n s i r iht  I n t o  A u d i t i n g . ( C a l c u t t a i  Book S y n d i c a t e  
P r i v a t e  L i m i t e d ,  198 1 )  , p.  15.2.
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I Comp l e t e  Anatomy o f  I n t e r n a l  [
H Con t r o l  Sy stem j

I
I

--------  --------  -  ------  » --------------
I  • < I♦ • » ♦

I  I n t e r n a l  !  !  I n t e r n e !  !  I P r o m o t i n g  I  1 C o - o r d i n a t i n g  I
C h e c k  A u d i t  o p e r a t i o n a l  M a n a g e r i a l

I ------------ --- -------------- i  I _______ _________I  e f f i c i e n c y  j  i P o l i c i e s ________L
I l f  I
I I I  I
• -------------------------------------------------------------------------------1  I ----------------------------------------------------------------------------------------------------------- ---

• I
I

I a.  A c c o u n t i n g  i  | b .  A d m i n i s t r a t i v e
I C o n t r o l s __________ | | C o n t r o l s

C h a r t i  2 .0 2

Sour ce i  Ba s u , B , k , An i n s i g h t  i n t o  A u d i t i n g .

P e r h a p s  the  s i m p l e s t  i l l u s t r a t i o n  o f  a c o n t r o l  system i s  t he  

t h e r m o s t a t i c a l l y  c o n t r o l l e d  h e a t i n g  s y s t e m , W , M ,  H a r p e r ^ ^  

d e f i n e d  c o n t r o l  a s  c o m p e l l i n g  e v e n t s  to conf orm to t he  p l a n s .

Max D. R i c h a r d s ^ ^  d e f i n e d  i t  a s  the  term c o n t r o l  means  some t h i n ­

k i n g  a f f o r d i n g  a s t a n d a r d  o f  c o mp a r i s o n ,  a means  o f  v e r i f i c a t i o n

77or  a chec k .  As  d e f i n e d  by G. R, T e r r y ,  c o n t r o l l i n g  i s  d e t e r m i ­

n i n g  what  i s  b e i n g  a c c o m p l i s h e d ,  t h a t  i s ,  e v a l u a t i n g  t he  p e r f o r ­

mance and i f  n e c e s s a r y ,  a p p l y i n g  c o r r e c t i v e  means  so t h a t  the
78

p e r f o r m a n c e  t a k e s  p l a c e  a c c o r d i n g  to p l a n s .  E r i c  L ,  K o h l e r

7 4. W r i g h t ,  M,G,  , The D i r e c t o r ’ s Gu i de  to A c c o u n t i n g  and F i n a n c e . 
M c G r a w - H i l l  BQok C o . ,  London,  1976,  p .  118.

75.  H a r p e r ,  W. M, ,  C o s t  A c c o u n t a n c y . MacDona l d  and Evans ,  London,  
1972,  p .  180.

76.  R i c h a r d s  Max D, , Re a d i n g s  i n  Ma nag ement . S o u t h - W e s t e r n  
P u b l i s h i n g  C o . ,  New Yo r k ,  p . 400.

77.  T e r r y ,  Ge or g e  ft. .  P r i n c i p l e s  o f  Management ,  R i c h a r d  D. i r w i n  
I n c . ,  O n t a r i o ,  1977,  p . 481.

78.  K o h l e r ,  E r i c  L,  , A D i c t i o n a r y  f o r  A c c o u n t a n t s . F i f t h  E d i t i o n ,  
p.  122 .
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d e f i n e d  the word ' C o n t r o l '  a s ,  the p r o c e s s  by whi ch the  a c t i v i t i e s  

o f  an o r g a n i s a t i o n  a r e  conf ormed  to a d e s i r e d  p l a n s  o f  a c t i o n .

Co nt r o l  o b v i o u s l y  a f f e c t  mos t ,  i f  n o t  a l l ,  f a c t s  o f  the  b u s i n e s s .  

V^ithout s y s t e m a t i c  c o n t r o l ,  t h e r e f o r e ,  a manage r  has  no a s s u r a n c e  

t ha t  a l l  e l e me n t s  o f  the o r g a n i z a t i o n  w i l l  c o n t r i b u t e  to o r g a n i  za-
79

t i o n a l  a c h i e v e me n t .  C o n t r o l  1$ the  p r o c e s s  o f  t r y i n g  to a c h i e v e

80 8 1 Conf ormi ty  bet' ftsen g o a l s  and a c t i o n s .  Roscoe  and Freak has

g i ven  the f i n e  i d e a  o f  c o n t r o l  as  the c o n t r o l  o f  e n t e r p r i s e  r e s o u r ­

ces  i s  a c h i e v e d  by c o n t r o l l i n g  t ime and money,  both o f  whi ch a r e  

U s u a l l y  measured  i n  t erms  o f  c o s t .  C o s t  d e t e r m i n a t i o n  and c o s t  

c o n t r o l  a r e  e s s e n t i a l  i n  a l l  a c t i v i t i e s  o f  an i n d u s t r i a l  o r  b u s i n e s s  

e n t e r p r i s e  — i n c l u d i n g  p r o d u c t i o n ,  s a l e s ,  management  and a l l  

r e l a t e d  f u n c t i o n s .  To some e x t e n t ,  a l l  company e mp l oy e e s  s h a r e  

t h i s  r e s p o n s i b i l i t y .

Cos t  C o n t r o l  i s  an i n d i s p e n s a b l e  f u n c t i o n  o f  e v e r y  b u s i n e s s  

9 2e n t e r p r i s e .  Cos t  a c c o u n t i n g  n o t  on l y  a i d s  ma n a g e r s  i n  d i r e c t i n g

d a y - t o - d a y  o p e r a t i o n s  but  a l s o  p r o v i d e s  f e edba ck  to e v a l u a t e  and

8 3
c o n t r o l  p e r f o r m a n c e .  The m'ain o b j e c t i v e  o f  c o s t i n g  ha s  been

s h i f t e d  from c o s t  d e t e r m i n a t i o n  and c o s t - p r o v i d i n g  by r e c o n c i l i a -

8 4t i on to c o s t  c o n t r o l ,  V"ii th the e x p a n s i o n  o f  the  i n d u s t r i a l  b a s e ,

79.  Lon g e n e c k e r ,  J u s t i n  G. , P r i n c i p l e s  o f  Management  and O r g a n i s a ­
t i o n a l  B e h a v i o u r . C h a r l e s  H. M e r r i l l  P u b l i s h i n g  C o . ,  Co l umbus ,  
Ohio ,  1977,  p . 465,

80.  Co p e l a n d ,  :^onald M. , and Da s c h e r ,  P a u l  E, , Management  A c c o u n t i n g . 
John Vviley & Sons,  New Yo rk ,  1978,  p.  320,

81.  Roscoe,  Edwin S c o t t ,  and F r e ak ,  Dorman G, , O r g a n i  sa t i  on f o r  
P ro du c t i  o n . R i cha r d  D. I r w i n ,  i n c . ,  Homewood,  1971,  p ,  344,

82.  Gupta ,  N . S. , P r i n c i p l e s  ^nd P r a c t i c e  o f  Ma nag eme nt , L i g h t  3. L i f e  
P u b l i s h e r s ,  New D e l h i ,  1979,  p , 4 9 6 ,

8 3, Rayburn,  L e t r i c a  G a y l e ,  P r i n c i p l e s  o f  C o s t  A c c o u n t i n g  ; Ma naa e -  
J ^ a l  A p p l i c a t i o n s .  R i cha r d  D. I r w l n  i n c . ,  Homewood,  I l l i n o i s ,  
1983,  p .  3,

84.  C h a k r a b o r t y ,  H r i s h i k e s h ,  Ma nagement  A c c ou n t a n c y . N a b a b h a r a t  
P u b l i s h e r s ,  C a l c u t t a ,  1977,  p .  322,
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the emergence  o f  c o m p e t i t i o n  and the en t r y  o f  many o f  the  f i r m s

i n t o  the  e x p o r t  mar ke t ,  the need f o r  c o s t  c o n t r o l  and t he  ne e d  f o r

8 b
i mprovement  o f  o p e r a t i o n a l  e f f e c t i v e n e s s  wer e  b e i n g  k e e n l y  f e l t .

The b e n e f i c i a r i e s  o f  a good c o s t  c o n t r o l  system a r e  management ,  

l a b o u r  and t he  consumer ,  the  b e n e f i t  b e i n g  I n c r e a s e d  p r o d u c t i v i t y ^ ^  

S i mu l t a n e o u s l y  e f f o r t s  need  to be taken to enhance  the  o p e r a t i n g  '

marg in  t hr ough  b e t t e r  c o s t  c o n t r o l  d e v i c e s ,  and p r o d u c t  d i v e r s i f i c a -

87 88
t i o n ,  ma r ke t  r e s e a r c h  e t c ,  J . H. Fuchs  d e f i n e d  c o m p u t e r i z e d

c o s t  c o n t r o l  s ys t ems ,  whi ch i s  a c o mp l e t e  g u i d e  to h a r n e s s i n g  the

f u l l  p o t e n t i a l  o f  the computer  t oward  i n c r e a s i n g  c o r p o r a t e  p r o f i t s

and i t  i s  r e a s o n a b l e  to e x p e c t  t h a t  w i t h  an a d e q u a t e  a l l o c a t i o n  o f

r e s o u r c e s ,  a w e l l - d e f i n e d  p r o g r am,  and a c o n c e r t e d  e f f o r t ,  a company

can a c h i e v e  i t s  c o s t  c o n t r o l  o b j e c t i v e s .  C o s t  c o n t r o l  ha s  been

d e f i n e d  by The I n s t i t u t e  o f  Co s t  and Works  A c c o u n t a n t s  o f  Eng l and

and Wa l e s  a s ,  "The r e g u l a t i o n  by e x e c u t i v e  a c t i o n  o f  the c o s t s  o f

o p e r a t i n g  an u n d e r t a k i n g ,  p a r t i c u l a r l y  wher e  such a c t i o n  i s  g u i d e d

89
by c o s t  a c c o u n t i n g " .  As  d e f i n e d  by Max D. R i c h a r d s .  To c o n t r o l  

c o s t s ,  t he  t e c h n i q u e  i n v o l v e s  compar i ng  the  r e s u l t s  o f  a c t u a l

85.  H a b i b u l l a h ,  M, , " S e l l i n g  and D i s t r i b u t i o n  C o s t s  » a Study o f  
B a ng l a d e s h  J u t e  I n d u s t r y " ,  The Dhaka U n i v e r s i t y  S t u d i e s .  P a r t - A . 
V o l . XXI , June  1973,  p.

8 6 . Beaman,  D. S t e w a r t ,  and L a r y e j ,  Henry O k a i ,  " F i n a n c i a l  A s p e c t s  
o f  De pa r t ment a l  Manag em en t - I  I " ,  The I n d u s t r i a l  A c c o u n t i ng .  The 
P a k i s t a n  I n s t i t u t e  o f  I n d u s t r i a l  A c c o u n t a n t s ,  K a r a c h i ,  J a n u a r y -  
March 1971,  p.  19.

87.  Shaha,  Ab h i na ya  Chandra ,  "An A n a l y t i c a l  V i ew o f  L i q u i d i t y  and  
P r o f i t a b i l i t y  o f  t^aj shahi  S i l k  F a c t o r y " ,  The B a n g l a d e s h  Ac c o u n -  
t.in t . The ICAB,  Dhaka,  V o l .  8 , No,  2,  O c t . - D e c .  1983,  p.  34,

8 8 . Fuchs ,  Jerome H. , Comp u t e r i z e d  Cos t  C o n t r o l  Sy s t e m. P r e n t i c e -  
H a l l ,  I n c . ,  Eng l ewood C l i f f s ,  New J e r s e y ,  1976,  pp.  5 - 6 ,

89.  R i c h a r d s ,  Max D. , Readi n g s i n  Ma nageme nt . S o u t h - W e s t e r n  
P u b l i s h i n g  C o . ,  New Y o r k ,  p,  404.
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o p e r a t i o n s  wi tli s tandcj rd c o s t s  b as ed  on optimum c o n d i t i o n s  i n  the  

p l a n t .  Th i s ,  I n  t u r n ,  p r e s u p p o s e s  some k i n d  o f  c o s t  a c c o u n t i n g  to 

r e v e a l  what  the a c t u a l  c o s t s  a r e  and to p r o v i d e  some b a s i s  f o r  

d e t e r m i n i n g  what  they shou l d  be.  C o s t  c o n t r o l  l i t e r a l l y  means

90
p r i n c i p l e  and p r a c t i c e  o f  c o n t r o l l i n g  c o s t s  o f  p r o d u c t s  o r  s e r v i c e s .  

By c o s t  c o n t r o l  we meant  to keep the c o s t  w i t h i n  l i m i t s .  L i m i t s
9*1

may be s e t  by l a s t  p e r f o r m a n c e  o r  by b u d g e t  o r  by s t a n d a r d .  C o s t

Cont ro l  i s  thus  p r e v e n t i v e  f u n c t i o n  and a c t s  w i t h i n  the  f rafnework

9 2o f  some t a r g e t  o r  s t a n d a r d .  In b r oa d  t erms  the  c o n c e p t  o f  c o s t

c o n t r o l  r e f e r s  to the most  economi c a l  u s e  o f  l a b o u r ,  m a t e r i a l s ,

9 3s e r v i c e s  and f i x e d  a s s e t s .  The u n d e r l y i n g  p r i n c i p l e  o f  c o s t

c o n t r o l  i s  t h a t  d e f i n i t e  r e s p o n s i b i l i t y  must  be e s t a b l i s h e d  f o r

9 4
accompl i  shinents.

9 5The E n c y c l o p e d i a  o f  management  g i v e s  us  the c l e a r  i d e a  a b o u t  

c o s t  c o n t r o l  as  the term i s  used  i n  a l a r g e r  and more  g e n e r a l  s ense  

I s  a p p l i c a b l e  to a l l  a c t i o n s  o f  management  d e s i g n e d  to a c c o m p l i s h  

o b j e c t i v e s  r e l a t i v e  to the  c o s t  p h a s e  o f  p r o f i t  m a x i m i z a t i o n .  In  

t h i s  c o n t e x t ,  then c o s t  c o n t r o l  wou l d  embrace  a l l  a c t i v i t i e s  d e s i g ­

ned to i n f l u e n c e  c o s t s  i n  p l a n n i n g  and p o l i c y  d e t e r m i n a t i o n  and

90.  Bha t t a  c h a r y y a , D . P . ,  ' *Cost  C o n t r o l  and C o s t  Re d u c t i on  un d e r
I n f l a t i o n " ,  p a p e r  p r e s e n t e d  i n  ' C o s t  C o n t r o l  and C o s t  R e d u c t i o n '  
semi nar  s p o n s o r e d  by the ICNUB,  Dhaka ,  O c t o b e r  30, 198 1.

91.  Mo h i u d d i n ,  Md. ,  "Ahy C o s t  C o n t r o l  and How to C o n t r o l ” , p a p e r  
p r e s e n t e d  i n  * C o s t  C o n t r o l  and Co s t  R e d u c t i o n '  s e mi na r  s p o n s o r e d  
by the  ICMa B, Dhaka,  O c t o b e r  30,  1981.

92.  Ahmed,  M u z a f f a r ,  " C o s t  Reduct i on  and V a l u e  A n a l y s i s " ,  p a p e r
p r e s e n t e d  i n  ' C o s t  C o n t r o l  and C o s t  R e d u c t i o n '  s e mi n a r  s p o n s o r e d  
by t he  ICMAB,  Dhaka,  O c t o b e r  30,  198 1.

9 3. B a t t e y ,  J .  ( E d i t e d ) ,  C o s t  and ManaO'^ment A c c o u n t i n g  f o r  S t u d e n t s . 
A l l i e d  P u b l i s h e r s  P r i v a t e  L i m i t e d ,  New D e l h i ,  1980,  p . 2 6 ,

94.  V o i t s b e r g e r ,  D . M. ,  " S t a n d a r d  C o s t s  and C o s t  S t a n d a r d s ” ,
Modern Management . A u g u s t ,  1945.

9 5. Hey e l ,  C a r l  ( e d i t e d ) ,  The En c y c l o p e d i a  o f  Mana<iem e n t .
Van Mos t r a nd  r te inhold (Company , Mew Vork , 1982,  p . 17 1.
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c o s t s  a p p l i c a b l e  to a l l  p h a s e s  o f  o p e r a t i o n s  management i  r e s e a r c h ,

9 6p r o d u c t i o n ,  m a r k e t i n g  and f i n a n c e .  As  p e r  Ande r son  and R a i b o r n ,

c o s t  c o n t r o l  i m p l i e s  a c o m p a r a t i v e  a n a l y s i s  o f  c o s t s  i n  r e l a t i o n

to d e s i r e d  r e s u l t s  and the f o r m u l a t i o n  o f  n e c e s s a r y  c o r r e c t i v e

97
a c t i o n s .  I r v i n g  D l a u g a t c h  d e f i n e d  c o s t  c o n t r o l  i n  the  p r e f a c e

b e l o w
o f  h i s  book a s ,  c o s t  c o n t r o l  i s  c o nc e r n e d  w i t h  k e e p i n g  u n i t c o s t s / ^ ,  

e s t a b l i s h e d  s t a n d a r d s  un d e r  e x i s t i n g  c o n d i t i o n s .

98A c c o r d i n g  to Backe r  and J a c o b s e n  an e f f e c t i v e  c o s t  c o n t r o l  

I S  c h a r a c t e r i z e d  by the  f o l l o w i n g i

1. D e l i n e a t i o n  o f  c e n t e r s  o f r e s po n  si  bi  l i  ty .

2 . D e l e g a t i o n  o f  a u t h o r i t y .

3. C o s t  s t a n d a r d s .

4. R e l e v a n c e  o f  c o n t r o l l a b l e c o s t s .

5. C o s t  r e p o r t i n g .

6 . C o s t  r e d u c t i o n .

One a r e a  o f  s u p e r v i s o r y  r e s p o n s i b i l i t y  t h a t  i s  o f t e n  m i n i m i z e d

and y e t  i s  v i t a l l y  c r i t i c a l  to s u c c e s s  o r  f a i l u r e  o f  b u s i n e s s  i s

99t ha t  o f  Cos t  c o n t r o l .  As  a r e s u l t ,  c o s t  c o n t r o l  p l a n n i n g  i s

96.  A nd e r s o n ,  Henry , and l^ai b o r n , Mi t c h  el  H. , B a s i c  C o s t  Ac c o u n ­
t i n g  Con c ep t s . Houghton ^ . i f f l i n  Company,  B o s t on ,  L'SA , 1977,  p . 4 l 6 ,

97.  D l u g a t c h ,  I r v i n g ,  Dvnamic Co s t  R e d u c t i o n . A Rona l d  P r e s s  P u b l i ­
c a t i o n ,  John Wi l e y  i  Sons,  New Y o r k ,  1979.

98.  Backe r ,  Mor ton ,  & J a c o b s e n ,  L.  E, , C o s t  A c c o u n t i n q t  A M a n a g e r i a l  
/ipp roa c h . M c G r a w - H i l l  Book Company,  New Yo r k ,  1964,  p .  18.

99.  S t e i nme t z ,  La wr e nc e  L. , and Todd,  H. Ra l ph ,  F i r s t - L i n e  Ma n a g e ­
ment > A p p r o a c h i n g  Sup e r v i s i o n  E f f e c t i v e l y . B u s i n e s s  P u b l i c a ­
t i o n s ,  I n c . ,  D a l l a s ,  Texa s ,  1979,  p . 229.
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becoming a more and more  i m p o r t a n t  p a r t  o f  s o p h i s t i c a t e d  b u d g e t i n g

SYstems^*^^ To be e f f e c t i v e ,  c o s t  c o n t r o l  must  r e v o l v e  a r o u n d  a

system o f  r e s p o n s i b i l i t y  a c coun t i  n g,   ̂ C r i t i c a l  P a t h  A n a l y s i s

10 2may a l s o  be used f o r  p r o j e c t  c o s t  c o n t r o l .  In the  f i e l d  o f

c o s t  c o n t r o l ,  the  t e c h n i q u e  o f  c o n t r o l  c h a r t s  a p p e a r s  to o f f e r  

p r o m i s i n g  r e s u l t s ,

An a c c o u n t i n g  system can s e r v e  c o n t r o l  o b j e c t i v e s  by s e r v i n g  

as  a wa r n i ng  d e v i c e  which r e p o r t s  whi ch  c o s t s  d e p a r t i n g  from p l a n ,  

by d i r e c t i n g  r ev i  evj management  to the most  e f f e c t i v e  p o i n t  f o r  

i n i t i a t i n g  an i n v e s t i g a t i o n  to d e a l  w i t h  the  p r o b l e m ,  and by p r o ­

v i d i n g  the g e n e r a l  p u r p o s e  da t a  t h a t  can be a n a l y s e d  and i n t e r ­

p r e t e d  by a l l  l e v e l s  o f  management  f o r  the  s o l u t i o n  o f  p r o b l e m s

10 4i n  c o s t  c o n t r o l .  The a s p e c t s  o f  c o n t r o l  to be d i s c u s s e d  i n

F l e x i b l e  Bud ge t s ,  S t a n d a r d  C o s t s ,  I n t e r n a l  A u d i t i n g  and r e s p o n s i -

10 5b l l i t y  a c c o u n t i n g .  The d e t a i l e d  c o n t r o l  i s  o b t a i n e d  t h r o ug h  a

100. N e l s o n ,  3. E, , and Goldman,  H . J , ,  " C o s t  C o n t r o l  i How to
I t  work ( U s i n g  the b e s t  o f  Z e r o - B a s e  B u d g e t i n g  and o t h e r
A p p r o a c h e s ) " ,  The Hand Book o f  B u s i n e s s  P r ob l e m S o l v i n g , 
e d i t e d  by K . J .  A l b e r t ,  McGraw H i l l  Book Company,  New Yo r k ,
1980,  p . 7 - 1 3 .

101. T a l u k d e r ,  Md. Y u s u f ,  " I n f l a t i o n  A c c o u n t i n g  f o r  Management ,
P l a n n i n g  and C o n t r o l " ,  The B a n g l a d e s h  A c c o u n t a n t . I CAB,  Dhaka,  
V o l .  6 , No,  1 ~ A ,  J u l y  1982 to June  1983,  p , 1 2 .

102. S r i n i v a s a n ,  A . V . ,  C r i t i c a l  Pa th  An in v si s » A System ^pp r o a c h .
A f f i l i a t e d  East -Vvest  P r e s s  ( P v t . )  L t d . ,  New D e l h i ,  1976,  p . 33,

103. Gaynor ,  Edwin V». , " Use  o f  C o n t r o l  C h a r t s  i n  C o s t  C o n t r o l " ,
Na Ca B u l l e t i n . N a t i o n a l  A s s o c i a t i o n  o f  C o s t  A c c o u n t a n t s ,  USA,  
June ,  1954,  p . 777.

104. Gordon,  Myron J . ,  " C o s t  A l l o c a t i o n s  and the De s i g n  o f  Ac c o u n ­
t i n g  Systems f o r  C o n t r o l " ,  The A c c o u n t i n g  R e v i e w . Amer i can  
A c c o u n t i n g  A s s o c i a t i o n ,  A p r i l  1951,  p.  544.

105. M c C u l l e r s ,  L e v i s  D. , & D a n i k e r ,  R. P .  Van,  I n t r o d u c t i o n  to Finan.  
c i a l  A c c o u n t i n g ,  h ' l e l v i l l e  P u b l i s h i n g  Company,  C a l i f o r n i a ,  1975,  
p.  40 4,
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c o - o r d i n a t e d  system o f  s t a n d a r d  c o s t i n g  and b u d g e t a r y  c o n t r o l ,

Cos t  c o n t r o l  i s  a p p l i e d  through the  t e c h n i q u e s  o f  B u d g e t a r y  C o n t r o l  

and Standard  C o s t i n g  which w i l l  l e a d  to i mp r ov e d  e f f i c i e n c y ,  r e v e a ­

l i n g  v a r i a n c e s  from p r e d e t e r m i n e d  s t a n d a r d s  and t hus  p r o v i d i n g  u s e ­

f u l  t o o l s  f o r  c o s t  c o n t r o l ,

M, Rahman o b s e r v e d  i n h i s  Ph . D .  T h e s i s  t h a t  t h e  h i g h - u s e  s t y l e

manager s  e x p r e s s e d  a g r e a t  concern f o r  c o s t  c o n t r o l  and b u d g e t

p e r f o r ma n c e  and t h e r e  e x i s t s  a g e n e r a l  f e e l i n g  o f  u r g e n c y  f o r  c o s t

108
c o n t r o l  and b ud g e t  a t t a i n m e n t  among the h i y h - u s e  m a n a g e r s ,

Jackson r i g h t l y  s t a t e d ,  " C o s t  c o n t r o l  ha s  a s  i t s  p u r p o s e  the l e a ­

d i ng  o f  management  in^to a s e a r c h i n g  e x a mi n a t i o n  o f  i t s  w o r k i n g

p l a n s ,  methods ,  o r g a n i s a t i o n ,  p h y s i c a l  f a c i l i t i e s  and manpower ,  i n

109o r d e r  t h a t  d e f e c t s  and wea kne s s  may be d i s c o v e r e d  and c o r r e c t e d " .

Cost  c o n t r o l ,  used  i n  a b r oa d  s ense ,  a ims  a t  r e d u c i n g  c o s t  and  

i n c r e a s i n g  p rodu c ti  vi  t y , ^

In B a n g l a d e s h ,  c o s t  c o n t r o l  met hods  a r e  n o t  e f f e c t i v e l y  u s e d .  

A c c o r d i ng  to a survey  made in I 97b ,  " c o s t  c o n t r o l  i s  t he  most  

n e g l e c t e d  a s p e c t  i n  the  e x i s t i n g  c i r c u m s t a n c e s  und e r  wh i c h  f r e q u e n t

106, K h a l i d ,  " E f f e c t i v e  Management  t h r oug h  A c c o u n t i n g  A i d s " »
The Dhaka U n i v e r s i t y  S t u d i e s .  P a r t - A . V o l . X X I V ,  J u n e  1976,  p . 218,

107, Ahmed, Z . U . ,  " C o s t  P r o d u c t i o n  wi th  s p e c i a l  r e f e r e n c e  to J u t e  
M i l l s " ,  The B u s i n e s s  Re v i e w . V o l .  I V ,  J u l y - D e e  ember ,  1978,
Fa c u l t y  o f  Commerce U n i v e r s i t y  o f  Dhaka,  Dhaka,  p . 76 ,

108, Rahman, Mawdudur ,  "An E mp i r i c a l  I n v e s t i g a t i o n  i n t o  Management
Use o f  A c c o u n t i n g  I n f o r m a t i o n  and the I n f l u e n c e  o f  S e l e c t e d  J o b  
r e l a t e d  t r a i t s  and O r g a n i z a t i o n a l  C o r r e l a t e s " ,  u n p u b l i s h e d  Ph,  D, 
T h e s i s ,  M a n c h e s t e r  B u s i n e s s  S c h o o l ,  ^p ri  1 1976,  p , 1 1 2 ,

109, J a c k s o n ,  J .  N a g l e ,  " C o s t  A c c o u n t i n g  i n  t h e  E d u c a t i o n  o f  M a n a g e ­
ment " ,  N A Ca Bu 11 e t i  n , A u g u s t  15, 1946,  p , 1 1 8 7 ,

110, Basu,  B . K . ,  " C o s t  C o n t r o l " ,  Su rve y .  A J o u r n a l  o f  t he  I n d i a n  
I n s t i t u t e  o f  S o c i a l  W e l f a r e  and B u s i n e s s  Management ,  C a l c u t t a ,  
p.  46.
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power  f a i l u r e ,  s h o r t a g e  o f  s p a r e p a r t s  and i m p o r t e d  m a t e r i a l s  and 

l ack o f  v>crking c a p i t a l  a c t  a s  d i s r u p t i n g  f a c t o r s .  T h i s  remark  

i s ,  o f  c o u r s e ,  n o t  e q u a l l y  a p p l i c a b l e  to a l l  c a s e s ,  y e t  I t  i n  an 

i n d i c a t i o n  to t he  s i t u a t i o n  p r e v a i l i n g  i n  B a n g l a d e s h .  I n  t h o s e  

c a s e s  where c o mp e t i t i o n  e x i s t s  i n  the i n t e r n a t i o n a l  ma r k e t  l i k e  

j u t e ,  p a p e r ,  f e r t i l i z e r  e t c .  have to f a c e  c o m p e t i t i o n  and have  

been runn i ng  a t  l o s s e s .  C o s t  c o n t r o l  met hods  i n  such c a s e s  can 

not  he l p  much i n  I m p r o v i n g  the s i t u a t i o n .  D r a s t i c  c o s t  r e d u c t i o n  

can onl y  s ave  t h e s e  i n d u s t r i e s .

2 . 0 4 . 2  COST REDUCTION

Cost  r e d u c t i o n  ha s  been d e f i n e d  by The I n s t i t u t e  o f  C o s t  and  

1 12Vtorks A c c o u n t a n t s ,  London,  a s  Co s t  S e d u c t i o n  I s  to be  u n d e r s t o o d

as  the a c h i e v e me n t  o f  r e a l  and p e r ma nent  r e d u c t i o n  i n  the  u n i t

Cos t s  o f  go o ds  ma n u f a c t u r e d  o r  s e r v i c e s  r e n d e r e d  w i t h o u t  i m p a i r i n g

t h e i r  s u i t a b i l i t y  f o r  the  u s e  i n t e n d e d .  Co s t  r e d u c t i o n  i s  n e i t h e r

t e c h n i c a l  no r  commerc i a l  b u t  i t  i s  a d i s c i p l i n e  whi ch s t a r t s  w i t h

113
a p r e mi s e  t h a t  t h e r e  i s  a l w a y s  a b e t t e r  way o f  d o i n g  a t h i n g .

Dynamic c o s t  r e d u c t i o n  i s  c o n c e r n e d  w i t h  r e d u c i n g  c o s t s  b u t  a l l o w -

114i n g  f l e x i b l e  s t a n d a r d s *  Co s t  r e d u c t i o n  d r i v e  i s  a f e a t u r e  o f

111. Mondol  and o t h e r s ,  "A Survey o f  Co s t  C o n t r o l  Me t hod s  Used by 
I n d u s t r i a l  U n i t s  i n  the  Khu l na  S e v i o n " ,  De pa r t me nt  o f  A c c o u n ­
t i n g ,  f l a j shahi  U n i v e r s i t y ,  197 5, p .  7.

112. I n s t i t u t e  o f  Co s t  and V^orks A c c o u n t a n t s ,  Co s t  R e d u c t i o n .
London,  1968.

113. Chandra ,  Dur ge sh ,  Dynamics  o f  P r o d u c t i v i t y , a Volume i n  P r o f i t  
M a x i mi z a t i o n  S e r i e s ,  South A s i a n  P u b l i s h e r s  P v t .  L t d . ,  New 
D e l h i ,  1980,  p . 77.

114. D l u g a t c h ,  I r v i n g ,  Dynnmic C o s t  R e d u c t i o n . A Rona l d  P r e s s  
P u b l i c a t i o n ,  John V.i 1 ey & Sons,  New Y o r k ,  1979,  p . 31,
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the Amer i can c o m p e t i t i v e  system which to e x p l o r e  c o s t  s a v i n g s

115p o s s i b i l i t i e s .  The o t h e r  way to h i g h e r  p r o f i t a b i l i t y ,  whi ch

I S  q u i t e  common i n  a c o m p e t i t i v e  economy,  1 s to r e d u c e  t he  c o s t

o f  manu f a ctu r i n  cj and a g r e a t e r  d e g r e e  o f  m e c h a n i s a t i o n  i s  p o s s i b l e

wi th  r e d u c t i o n  o f  u n i t  c o s t ? ^ ^  A l t h o u g h  few w r i t e r s  me n t i o n e d

s e p a r a t e  c h a p t e r  i n  h i s  w r i t i n g  a s  ' Hov: c o s t s  can be r e d u c e d ' .

I n t e r n a t i o n a l  c o mp a r i s o n s  o f  the e x p e r i e n c e  w i t h  heavy i n d u s t r y

s u g g e s t s  v a r i o u s  co s t - r e d u c i n g  f a c t o r s  o p e r a t i n g  i n  e s s e n t i a l l y

118d i f f e r e n t  s p h e r e s .  O f t en  and f r e q u e n t l y  the  g o v e r n me n t  o f f i ­

c i a l  asked the conc e r ned  a u t h o r i t i e s  to r e d u c e  p r o d u c t i o n  c o s t s  

119and w a s t a g e s .  K . B ,  Hoque s u g g e s t e d  some ways  i n  r e d u c i n g  the

120Cost  o f  p r o d u c t i o n  o f  s u g a r .  .

115. P e i r c e ,  James  L, , " The Budge t  Comes o f  A g e " ,  The H a r v a r d
Bu s in e s s  /tevi ew. May,  19 54,  p.  157. ( T h i s  a r t i c l e  was  b a s e d  on 
a t a l k  g i ven  a t  t he  F i n a nc e  C o n f e r e n c e  o f  t he  Amer i can  Ma na g e ­
ment A s s o c i a t i o n ,  New Yo r k ,  November  20,  1953 ) .

116. Azim,  Dr.  Engr ,  M. A n w a r u l ,  Hasem,  Engr .  S/ed Masud ,  and Khan,
Engr .  Shamsul  Hoque,  " i n d u s t r i a l  O p e r a t i o n  Towards  •'ii gh E f f i ­
c i e n c y " ,  Management  De ve l opme nt .  BMDC, Dhaka,  V o l .  10, No .  1,
1981, p , 15^  ( Thi s p a p e r  was p r e s e n t e d  a t  t he  i n t e r n a t i o n a l
Seminar  o r g a n i s e d  by the  i n s t i t u t e  o f  E n g i n e e r s ,  B a n g l a d e s h ,  
on the o c c a s i o n  o f  i t s  S i l v e r  J u b i n e e  C o n v e n t i o n ,  Dhaka,
18-20 December ,  1980.

117. P a r k i n s o n ,  C . N , ,  and Ru s t o mj i ,  M . K . ,  R e a l i t i e s  i n  Management .
IBM P u b l i s h i n g  Company,  Bombay,  1983,  p.  188.

118. V r i e s ,  Barend A,  da ,  "Hi gh  C o s t  o f  I n d u s t r y  i n  D e v e l o p i n g  
C o u n t r i e s  -  Ca us e s  and aemedles** .  Mode r n M an a n em en t . ( th e t he n )  
Eas t  P a k i s t a n  Management  A s s o c i a t i o n ,  C h i t t a g o n g ,  J an ua r y - Ap  r i  1, 
1970,  p . 22.

119. The DCMLA and M i n i s t e r  I n d u s t r i e s ,  Commerce,  J u t e  and T e x t i l e ,  
Ai r - 7 i  c e - M a r  sha 1 S u l t a n  Mahmud s a i d  w h i l e  he v i s i t e d  the l o c a l  
J e s s o r e  J u t e  M i l l s  an E n t e r p r i s e  o f  B a n g l a d e s h  J u t e  M i l l s  
C o r p o r a t i o n .

120. Hoque,  Khandoker  B a z l u l ,  "Some t h o u g h t s  on t he  De v e l o p me n t  o f  
Sugar  I n d u s t r y  i n  B a ng l a d e s h  t P r o b l e m s  and P o s s i b i l i t i e s ' * ,
The Dhaka U n i v e r s i t y Stud i e s .  P a r t - C . V o l .  V,  No ,  1, June  198 4,  
p . 147.
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In s h o r t ,  c o s t  r e d u c t i o n  woul d  mean m a x i m i s a t i o n  o f  p r o f i t s  

by r e d u c i n g  c o s t  t h r oug h  economi es  and s a v i n g s  i n  c o s t s  o f  manu­

f a c t u r e ,  a d m i n i s t r a t i o n ,  s e l l i n g  and d i s t r i b u t i o n .  P r o d u c t s ,  p r o ­

c e s s e s ,  o r g a n i s a t i o n  and method,  m a t e r i a l s ,  l a b o u r  a^d p e r s o n n e l ,  

o v e r h e a d s  e t c ,  a r e  c o n t i n u a l l y  s c r u t i n l s h e d  i n  o r d e r  to i m p r o v e  

e f f i c i e n c y  and r e d u c e  c o s t s  by c o n t i n u o u s  a n a l y s i s ,  c r i t i c i s m  and  

n e c e s s a r y  c o r r e c t i o n .  C o s t  r e d u c t i o n  b a s ed  on t h e  p h i l o s o p h y  t h a t  

every  human a c t i o n  can bo i mpr ove d  by c o n t i n u o u s  e f f o r t ,

M. Rahman o b s e r v e d  t h a t  h i g h - u s e  m a n a g e r s  c o n s i d e r  a l a r g e r

number  o f  g o a l s  a s  f o rma l  g o a l s  than the  l ow u s e  m a n a g e r s  I n c l u d e

1 0 1
d e t a i l e d  c r i t e r i a  such a s  ' C o s t  R e d u c t i o n * ,  Mr ,  Z a h i r  Uddin

122Ahmed, F i na nc e  D i r e c t o r ,  B a n g l a d e s h  J u t e  M i l l s  C o r p o r a t i o n ,  has  

s u g g e s t e d  t h a t  c o s t  r e d u c t i o n  i s  o f  g r e a t  I m p o r t a n c e  to j u t e  i n d u s ­

t r y ,  He s u g g e s t e d  p r o d u c t i v i t y  i n c r e a s e  o f  t he  i n d u s t r y  as  a 

measur e  o f  c o s t  r e d u c t i o n .  He made p a r t i c u l a r  r e f e r e n c e  to t he  

c o n t r o l l a b l e  i t e m s  o f  i n d i v i d u a l  e x p e n d i t u r e .  He a s s e s s e d  the  

a t t a i n a b l e  scope  o f  c o s t  r e d u c t i o n  o f  a l l  i tefn a t  lOJiS. He made  

the s p e c i f i c  r e f e r e n c e  to c o s t  c o n t r o l  t h r o ug h  the  t e c h n i q u e  o f  

b u d g e t a r y  c o n t r o l  and s t a n d a r d  c o s t i n g .  He,  howe ve r ,  f e l t  t h a t  

any scheme o f  c o s t  c o n t r o l  must  g e t  t he  f u l l  s u p p o r t  o f  the  h i g h e s t  

l e v e l  o f  management .  He f e l t  t h a t  the who l e  p r o c e d u r e  o f  c o s t  

r e d u c t i o n  i s  e s s e n t i a l l y  one o f  f i n d i n g  o u t  o f  f a c t s  s c r u t i n i z i n g  

and a n a l y s i n g  them to d i s c o v e r  s o u r c e s  o f  h i gh  c o s t  and w a s t e .

121, Rahman, Mawdudur ,  "An E m p i r i c a l  I n v e s t i g a t i o n  i n t o  Management  
Use o f  A c c o u n t i n g  I n f o r m a t i o n  and the I n f l u e n c e  o f  S e l e c t e d  
Jo b  r e l a t e d  T r a i t s  and O r g a n i z a t i o n a l  C o r r e l a t e s " ,  u n p u b l i s h e d  
Ph. D.  T h e s i s ,  M a n c h e s t e r  B u s i n e s s  S c h o o l ,  A p r i l ,  1976,  p .  233,

122, Ahmed,  Z a h i r  Udd i n ,  **Cost Re duc t i on  w i t h  r e f e r e n c e  to J u t e
M i l l s ' * ,  Bus!  n e s s  Rf>vl ew. J u l y - O c t o  b e r , 1978,
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A c c o r d i n g  to K. G,  Mo h i u d d i n ,  B a n g l a d e s h  has  been p a s s i n g  

unde r  an I n e f f i c i e n t  and u n s a t i s f a c t o r y  m a n a g e r i a l  c o s t i n g  system 

and i n  h i s  p a p e r  a p p r o a c h e s  to u n d e r s t a n d i n g  i t  woul d  be to have a 

c l o s e  look a t  ' Ma k i n g  Management  C o s t  C o n s c i o u s '  w i t h  r e f e r e n c e  to 

B a ng l a d e s h .  S t a n d a r d s  and b u d g e t s  have  d i r e c t e d  management  to

become c o s t  con sci  ou s,  A more e f f e c t i v e  a p p r o a c h  i  s to show

125
p o s i t i v e  r e a s o n s  to the  emp l oye e s  to be c o s t - c o n s c i o u s .  Manag e ­

ment d e c i s i o n - m a k i n g  b e i n g  a f o r w a r d  l o o k i n g  a f f a i r s ,  f u t u r e  c o s t s  

s tand as  p r i n c i p a l  c o s t s  i n  p r o j e c t i n g  f u t u r e  c o u r s e  o f  a c t i o n .

There  a r e  two b r oad  r o a d s  i n  t he  j o u r n e y  o f  c o s t  c o n s c i o u s n e s s .

They a r e i  " C o s t  C o n t r o l "  and " C o s t  Reduc t i  o n T h e  mot to  o f  

the management  i  s to a c h i e v e  optimum b e n e f i t  w i t h  t he  minimum c o s t .

In the  c o n t e x t  o f  the  ahove  back g r o u n d ,  a c o n s t - c o n s c i o u s  manag e ­

ment must  l ook f o r w a r d  and d e e p l y  th i nk  a b o u t  the p r o b a b l e  n a t u r e ,

d i r e c t i o n  and ma g n i t u d e  o f  t he  management  i n  the  n e a r  and o f f  f u t u r e ,

1 27A c c o r d i n g  to M. Ahmed,  the  count r y  i s  now f a c i n g  h i g h  i n f l a t i o n a r y  

t r e n d  and s o a r i n g  p r i c e s .  Under  the p r e s e n t  c i r c u m s t a n c e s ,  i t  has  

become v i t a l  to i mp l ement  the c o s t  c o n t r o l  and c o s t  r e d u c t i o n

123. Moh i udd i n ,  Kazi  Golam,  “Making  Management  Co s t - C o n  sc i ou s “ i 
The A c c o u n t a n t . B a n g l a d e s h  C h a r t e r e d  A c c o u n t a n c y , C h a t r a  
P a r i  shad,  C)haka, V o l .  1, 1975,  p .  22.

124. A b d u l l a h ,  A.  S.M.  , " A n a l y s i s  and E v a l u a t i o n  o f  S t a n d a r d s  and  
Budge t s  a s  C o s t  C o n t r o l  D e v i c e s " ,  The Dhaka U n i v e r s i t y  S t u d i e s . 
P a r t - C . V o l .  1, N o , 2, June  I960,  p . 9 .

125. H a b i b u l l a h ,  M. ,  " Maki ng  Empl oyees  C o s t - M i n d e d " ,  p a p e r  p r e s e n t e d
i n  the " C o s t  C o n t r o l  and C o s t  R e d u c t i o n "  s emi nar  s p o n s o r e d  by 
ICMa B, Dhaka,  O c t o b e r  30,  1981.

126.  Mo h i ud d i n ,  Kazi  Gol am,  "Making  Management  C o s t  C o n s c i o u s " ,
The A c c o u n t a n t . Ba n g l a d e s h  C h a r t e r e d  Ac co u n t a nc y  C h a t r a  
P a r i  shad,  Dhaka,  V o l .  1, 1975,  p . 23.

127. Ahmed, M u z a f f a r ,  " C o s t  Reduct i on  and V a l u e  A n a l y s i s " ,  p a p e r
p r e s e n t e d  in ' C o s t  C o n t r o l  and C o s t  R e d u c t i o n '  s e mi na r  s p o n s o r e d  
by the ICMAB, Dhaka,  O c t o b e r  30, 198 1.

2 . 0 4 . 3  C O S T  C O N S C I O U S N E S S
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t e c h n i q u e  which can he l p  to r e d u c e  the  c o s t s  and t h u s  p e r m i t  the  

maximum scope  f o r  the  o p t i ma l  u s e  o f  t he  s c a r c e  r e s o u r c e s .  More  

and more count ry  becofites advanced  and d e v e l o p e d ,  more and more  i t  

becomes v a l u e  c o n s c i o u s  and c o s t  c o n s c i o u s .  The more  t he  p e r s o n n e l  

a r e  c o s t  mi nded ,  the  more s u c c e s s f u l  a c o s t  sys tem w i l l  be .  Be i ng  

c o s t  minded d e v e l o p s  a keen s e ns e  o f  r e s p o n s i b i l i t y  and a l e r t n e s s  

as  to the mos t  e f f e c t i v e  and p r o f i t a b l e  u s e  o f  a l l  r e s o u r c e s  which  

p r e s e n t s  w a s t a g e ,  l o s s e s  and uneconomi c  and i n e f f i c i e n t  u s e  o f  t he

a v a i l a b l e  r e s o u r c e s  and u n l t l m a t e l y  t h i s  i s  the  s e c r e t  o f  s u c c e s s

128 129
o f  a l l  p e r s o n n e l  a s  n a t i o n a l  d e v e l o p me n t .  N . N ,  M a H y a  d e s -

W 3 S
c r i b e d  t h a t  above  a l l  t he  p r i me  ne ed  i n  man a gem en t^ a s f o r  i t  to be  

c o s t  c o n s c i o u s .  He f u r t h e r  d e s c r i b e d  t h a t  i t  s ho u l d  be r e a l i s e d  

t h a t  eve ry  management  d e c i s i o n  had i t s  r e f l e c t i o n  somewhere  i n  

a s s e t s  and l i a b i l i t i e s  o f  b a l a n c e  s h e e t ,  t he  s u r p l u s  a c c o u n t ,  and  

the p r o f i t  and l o s s  s t a t e me n t .  He a r g u e d  t h a t  c o s t  c o n s c i o u s n e s s  

was no t  j u s t  an a w a r e n e s s  o f  t o t a l  c o s t  b u t  knowi ng  the  c o s t  o f  each  

d i v i s i o n ,  o f  each p r o c e s s  or  j o b  and t h i s  must  be known e v e r y  month,  

every  week,  somet imes  eve r y  day.

128,  A p h i l u d d i n ,  Md. , " B e i n g  Co s t  M i n d e d " ,  The Banql . -^desh O b s e r v e r .
Dhaka,  December  9,  1986.

129. M a l l y a ,  N . N , ,  P u b l i c  E n t e r p r i s e s  i n  I n d i a . ( N a t i o n a l  P u b l i s h i n g  
Houge,  New D e l h i ,  197 1 ) ,  p , 7 1 .
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2 , 0 4 , 4  COST CONTftOL VS.  COST REDUCTION

M a n a g e r i a l  A c c o u n t i n g  has  t r a d i t i o n a l l y  been v i e w e d  a s  the

130pr i ma r y  means  o f  c o n t r o l l i n g  and r e d u c i n g  c o s t a .  C o s t  r e d u c t i o n

131 132l i k e  c o s t  c o n t r o l  i s  e v e r y o n e ' s  j o b .  A c c o r d i n g  to Dobson ,

c o s t  c o n t r o l  and c o s t  r e d u c t i o n  may bo th  be c o n s i d e r e d  to be t he

two a s p e c t s  o f  t h e  same p r o b l e m ,  v i z .  C o s t  i m p r o v e m e n t .  C o s t

c o n t r o l  i s  a b u d g e t a r y  f u n c t i o n  c i r c l i n g  r ound  t he  s t a n d a r d  c o s t s ,

whe r eas  c o s t  r e d u c t i o n  c h a l l e n g e s  even the  s t a n d a r d s  and b a s i c a l l y
133

i s  i n n o v a t i v e  I n  n a t u r e .  Co s t  r e d u c t i o n  i n v o l v e s  a more  dynamic

a p p r oa c h  s i n c e  i t  s e a r c h e s  a l l  l o s s e s  and d i s e c o n o m i e s ,  v i s i b l e  o r

i n v i s i b l e ,  d i r e c t  o r  c o n s e q u e n t i a l .  W h i l e  the  e f f o r t  f o r  c o s t

c o n t r o l  i s  t h a t  o f  wa t c hd o g ;  t he  e n d e a v o u r  f o r  c o s t  r e d u c t i o n  i s

134t h a t  o f  a b l o o d  hound,  a s  i t  we r e .  These  c o n t r o l  l i m i t s  s e r v e

to f l a g  good a s  w e l l  as  p o o r  p e r i o d s  o f  o p e r a t i o n  and t he  d i s c o v e r y  

o f  the  c a u s e s  f o r  the i mp r ov e d  o p e r a t i o n s  o f t e n  l e a d  t he  way to
135

pe rma nent  c o s t  r e d u c t i o n .  The d i f f e r e n c e s  a r e  summar i s ed  by the

r e s e a r c h e r  whi ch a r e  g i v e n  b e l o w i

130,  B i e rman,  H a r o l d ,  and Dyckman,  Thomas R . , M a n a g e r i a l  Co s t  A c c o u n ­
t i n g . Ma c mi l l a n  P u b l i s h i n g  C o . ,  I n c . ,  N ew V o rk , 197 6,  p ,  138,

131. K i l l e r ,  I . W ,  and F e r r a r a ,  W . L , ,  ManaQement  A c c o u n t i n g  f o r  P r o f i t  
Con t r o l . M c G r a w - H i l l  I n c , ,  New Y o r k ,  1966,  p , 2 7 0 .

132,  Dobson,  R . W, ,  An I n t r o d u c t i o n  to C o s t  A c c o u n t i n g . Gee & C o . ,  
London , 197 1, p,

133.  Chandra ,  Dur g e s h ,  Dynamics  o f  P r o d u c t i v i t y . A Vol ume i n  P r o f i t  
Ma x i m i z a t i o n  S e r i e s ,  South A s i a n  P u b l i s h e r s  P v t ,  L t d . ,  New

. D e l h i ,  1980,  p , 7 B .

134. C h a t t e r j e e ,  B . K . ,  Ac c o u n t a n c y  and F i n a n c e  f o r  M a n a g e r s .
J a i c o  P u b l i  S l i ng  House,  Bombay,  1977,  pp .  558 - 5 9 .

135,  N o b l e ,  C a r l  E. , **Ca 1 cu 1 a t i n g  C o n t r o l  L i m i t s  f o r  C o s t  C o n t r o l  
D a t a ” , Na CA B u l l e t i n .  Na t i o n a l  A s s o c i a t i o n  o f  C o s t  A c c o u n t a n t s ,  
USA, June  1954,  p , 7 8 8 .
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Co s t  C o n t r o l C o s t  Re duc t i on

1. C o n t r o l l e d  programme We l l  k n i t  programme

2. P r e v e n t i v e  a p p r oa c h  C o r r e c t i v e  a p p r o a c h

3. Bud ge t a r y  f u n c t i o n  I n n o v a t i v e  f u n c t i o n

4.  S t a t i c  ap p r oa c h  Dynamic a p p r oa c h

5. Vnatchdog f u n c t i o n  B l ood  hound f u n c t i o n
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2 , 0 4 . 5  human p r o b l e m  IN COST CONTROL 
a n d  c o s t  r e d u c t i o n

I t  i s  a c c e p t e d  by a l l  t h a t  w e l l - p l a n n e d  and w e l l - d i r e c t e d  c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  p ro j r amme i s  n o t  on l y  a s t r u c t u r e  o f  

d u t i e s ,  r e s p o n s i b i l i t i e s  and a u t h o r i t y  r e l a t i o n s h i p s  b u t  I t  i s  a l s o  

as a human o r g a n i s a t i o n  c o n s i s t i n g  o f  f o r ma l  and i n f o r m a l  s o c i a l  

g r o ups .  The appr oa ch  de pe n ds  upon the b e h a v i o u r i a l  s c i e n c e s ,  p a r t i ­

c u l a r l y  p s y c h o l o g y ,  s o c i o l o g y  and a n t h r o p o l o g y .  A t t i t u d e s  and  

emot i ons ,  hopes  and f e a r s ,  l i k e s  and d i s l i k e s  o f  e mp l o y e e s  p l a y  a 

v i t a l  r o l e  i n t r a n s f o r m i n g  the o r g a n i z a t i o n  i n t o  an i n s t r u m e n t  o f  

c r e a t i v i t y  and i n  m a i n t a i n i n g  i t  as  an u p h o l d e r  o f  s t a b i l i t y  o f  

c o s t  c o n t r o l  and c o s t  r e d u c t i o n .

These p r o b l e ms  a r e  u n i v e r s a l  f ound i n  eve r y  c o u n t r y .  P r o f e s s o r

136
B.K.  Basu emphas i s ed  t h a t  the  main p r ob l e m whi ch  top management  

f a c e s  i s  the  p r ob l em o f  man-man agemen t i n  the c o s t  c o n t r o l .  He a l s o

a r g ue d  t l i at  ' i n  a c t u a l  p r a c t i c e  i t  becomes  ve r y  d i f f i c u l t  to c o n t r o l

137those  p e o p l e  who a f f e c t  c o s t ' .  P r o f e s s o r  H a b i b u l l a h  d e s c r i b e d

136, Basu,  B . K . ,  **Cost C o n t r o l ' * ,  Su rv e v , A J o u r n a l  o f  t he  I n d i a n  
I n s t i t u t e  o f  Soci  a 1 Wei  fa re an a B u s i n e s s  Management ,  C a l c u t t a ,  
May 1974,  p . 49.

137. H a b i b u l l a h ,  M. , "Human A s p e c t s  o f  A c c o u n t i n g ” , The Dhaka  
U n i v e r s i t y  Jtudi  e s . V o l .  XXII  ( P a r t - A ) ,  1974,  pp.  17 - 28 .
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the p s y c h o l o g i c a l  p r o b l e m s  l i k e l y  to emerged i f  one t r i e s  to i n t r o ­

duce sound a c c o u n t i n g  p r a c t i c e s  -  f i n a n c i a l  a c c o u n t i n g ,  c o s t  

a c c o u n t i n g ,  and management  a c c o u n t i n g .

■There i  s no de ny i ng  the f a c t  t h a t  m a n a g e r i a l  s u p e r v i s i o n  r e l a ­

t i n g  to Cos t  c o n t r o l  and c o s t  r e d u c t i o n  i s  beh avi  ou r i  s t i  c i n  n a t u r e  

and a s p e c t  o f  s o c i a l  p s y c h o l o g y .  T h e r e f o r e ,  the term c o n t r o l ,  a s  

p o i n t e d  o u t  e a r l i e r ,  i s  a dynamic c o n c e p t  and can n o t  be r e g u l a t e d

by a s i n g l e  measur e ;  a s  such i t  g i v e  r i s e  to many b g h a v i o u r i a l

138
i s s u e s  which was s t u d i e d  by many e x p e r t s .  T h e r e f o r e ,  a u t h o r s

a r e  found to c o n f u s e  to i d e n t i f y  i t s  n a t u r e ,  b e h a v i o u r  and s e n t i -

139ment ,  and u s e  the term *a s t a t e  o f  m i n d ' .  N e e d l e s s  t̂ o me n t i o n .

I t  i s  c once r ned  wi th  the c o nc e p t  o f  m a t e r i a l i t y  wh i ch  v a r i e s  f rom 

p l a c e  to p l a c e ,  p e r s o n  to pe r s o n  and a c c o u n t a n t  to a c c o u n t a n t .  How­

e v e r ,  a s  human b e i n g s  a r e  s e n t i m e n t a l  and p o s e s  a g r e a t  conce r n  f o r  

t h e i r  c o n t r o l ,  i t  i s  d i f f i c u l t  to o p e r a t e  f o r  d e s i r e d  good but  a 

wel  1 -  con c ei  V e d , w el  1 -  d e si  gn ed and b e t t e r  a d m i n i s t r a t i v e  c o n t r o l  can

be a p p l i e d  thr ough  t e s t i n g  the  s o i l  o f  the  b u s i n e s s  e n v i r o n me n t  f o r

140i n c r e a s i n g  o r g a n i s a t i o n a l  p r o d u c t i v i t y ,

138, ( a )  A r g y r i s ,  Chvi  s,  The i m p a c t o f  B u d g e t s  on P e o p l e . The C o n t r o -
i i e r s h i p  Founda t i on  i n c T ,  New Y o r k ,  1952.

( b )  S t e d r y ,  A . C . ,  Budge t  C o n t r o l  and C o s t  B e h a v i o u r . P r e n t i c e  
H a l l  I n c . ,  N . J . ,  I9 60.

^c)  D e c o s t e r  and F e r t a k i s i  " B u d g e t  I n d u c e d  P r e s s u r e  and i t s  r e l a *  
t i o n s h i p  to S u p e r v i s o r y  B e h a v i o u r " ,  J o u r n a l  o f  A c c o u n t i n g  
f t e sea r ch . Vo l .  6,  No.  2, Autumn,  1968,  pp .  2 3 7 - 4 ^

( d )  S c h i f f  and Lewi n ,  "The I mp a c t  o f  P e o p l e  and B u d g e t s " ,  The 
A c c o u n t i n g  R e v i e w . V o l ,  45,  A p r i l  1970,  p p . 2 5 9 - 6 8 .

( e )  Becke r  S. and Green ,  D. , " B u d g e t i n g  and Empl oyee  B e h a v i o r " ,  
Rending i n  Co s t  A c c o u n t i n g .  B u d g e t i n g  and C o n t r o l .  Eomb^v ,
D. B. T a r a o r e v a l e  Sons 8, C o . ,  P r i v a t e  L t d . ,  1970,  p p . 378 - 98 ,

139, Moore ,  F r a n k l i n  G. , M a n u f a c t u r i n g  Ma nageme nt . R i c h a r d  D. Irvd.n 
I n c . ,  O n t a r i o ,  1969,  p .  632,

140, Mani k .  M. Wa heedu z zam a n , " Manag i ng  Human R e s o u r c e s  f o r  O r g a n i z a ­
t i o n a l  P r o d u c t i v i t y !  A D i a g n o s t i c  A p p r o a c h " ,  Management  D e v e l o p ­
ment . The B a n g l a d e s h  Management  De ve l opme nt  Cen t r e ,  Chaka,
Vo 1. 13, No.  2, 1984,  p , 2 8 .
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E c k l e s ,  C a r m i c h a e l ,  and S a r c h e t  have  emphas i z ed  t he  b e n e f i t  

t h a t  p e o p l e  a r e  more i m p o r t a n t  than s y s t ems  o r  p h y s i c a l  r e s o u r c e s .  

The a t t i t u d e s *  a c t i o n s ,  and r e a c t i o n s  o f  p e o p l e  from h o u r l y  emp l o ­

y e e s  upto  the c h i e f  e x e c u t i v e s  —  c o n t r i b u t e  more to e n t e r p r i s e  

s u c c e s s  o r  f a i l u r e  than do the m e c h a n i s t i c  e l e me n t s  o f  the  o p e r a ­

t i o n .  Ma chi n e - t o - ma c h i  n e o p e r a t i n g  s y s t e ms  n o r m a l l y  have  a l o g i c

14 1t h a t  makes  them e a s i e r  to c o n t r o l  than h u m a n i s t i c  s y s t e ms .  In

s h o r t ,  d e v e l o p me nt  o f  v o l u n t a r y  c o - o p e r a t i o n ,  p a r t i c i p a t i o n ,  s e ns e

o f  r e s p o n s i b i l i t y  and a l l o w i n g  s e l f - c o n t r o l  a r e  the  b e s t  means  f o r

142
e f f e c t i v e  m a n a g e r i a l  c o n t r o l s .  Too much p r e s s u r e  b r e e d s  f r u s ­

t r a t i o n  and i r r a t i o n a l  b e h a v i o r  u s u a l l y  i s  a c o n s e q u e n c e  o f  f r u s ­

t r a t i o n .  A number  o f  s i g n i f i c a n t  s t u d i e s  o f  human p r o b l e m s  i n

Co nt r o l  h i g h l i g h t  a c o n s i d e r a b l e  d e g r e e  o f  n e g a t i v e  r e a c t i o n  to

143
c o n t r o l .  D, Chandra  a r g ue d  t h a t  ma n a g e r s  a r e  human b e i n g s  and  

a r e  f ound to f i t  i n t o  the  v a r i o u s  s t y l e s  o f  w o r k i n g ,  such as *

1. The pragma ti  c.

2, Th e cau ti  ou s,

3. The b u r e a u c r a t i  c,

4. The adv en tu r e r ,

b. Th e t e c h n o c r a  t i  c ,

6 . Th e e l i  t i  s t ,

7. The sty l i  s ti  c ,

8 . The spec i  a l i  s t .

9. The p r o f e s s i o n a l .

141, E c k l e s ,  C a r m i c h a e l ,  R. L.  , and S a r c h e t ,  fi, R. Sup e r v i  sc rv
Man a gem en t . John Vui 1 ey & Sons,  New Yo r k ,  1981,  p . 97 ,

142,  S h e r l e k a r ,  S . A . ,  I n d u s t r i a l  O r g a n i s a t i o n  and Man.
Hima l aya  P u b l i s h !  ng Hou se.  Bom bay , 1979 , p .  16?.

143, Chandra ,  Dur ge sh ,  Dynamics  o f  P r o d u c t i v i t y . A Volume i n  P r o f i t  
Ma x i m i z a t i o n  S e r i e s ,  South A s i a n  P u b l i s h e r s  P v t .  L t d . ,  New 
D e l h i ,  1980,  p . 248.
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As  p e r  Am dH u 11 a h , t h r e e  m a j o r  human p r o b l e m s  can be  s i g n i f l -  

can t ,

1. Pr ob l em o f  chanoe  i n  the  s o c i a l  s t r u c t u r e ,

2. Prob l em o f  c o n t r o l  and communi ca t i on ,

3. P r o b l e ms  i n  the  a d j u s t me n t  o f  t he  i n d i v i d u a l  

to the  s t r u c t u r e .

As a m a t t e r  o f  f a c t ,  human b e i n g s  l i v e  i n  a r i g i d l y  c o n t r o l l e d  

wo r l d  w i t h  p h y s i c a l ,  p s y c h o l o g i c a l ,  s o c i a l  and mora l  l a w s  h o l d i n g  

them i n  f i rm g r a s p .  A r o r a  and Soni a r g u e d  t h a t  c o s t  r e d u c t i o n  

programme has  i t s  d a n g e r s ,  which s hou l d  be k e p t  i n  mind w h i l e  

p l a n n i n g  i t .  The d a n g e r s  a r e  summar i sed a s  f o U o w s i

1, Co s t - s h i  f t l n g ,

2, Re - g r owt h  o f  c o s t s »

3, D e c l i n e  in m o r a l e ,

4, D i s c r e d i t i n g  a sys t em,

5, A p a n i c  me a s u r e s .

146A,V..  Chowdhury i n  h i s  w r i t i n g  o f f e r e d  a p o l i c y  maki ng  t o o l  

to the management  and the  p o l i c y  maker  w i t h  a h i g h l y  d e p e n d a b l e ,  

p o l i c y  f r ami ng  and b a r g a i n i n g  t o o l ,  i t  shows the r i g h t  a p p r o a c h ,  

i n  d i r e c t i o n  a t  l e a s t ,  f o r  m a i n t a i n i n g  a smooth 1 a bou r -man a gem en t

144,  A m a n u l l a h ,  Mohammad, “ Human P r o b l e m s  o f  Management ,  W an a a em en t
Dev e l  oum en t . BMDC, Dhaka,  V o l .  1, No,  4,  1972,  p , 3 5 ,

145, A r o r a ,  S . P . ,  and Soni , T. S. , C o s t  A c c o u n t i n g ,  Pi  t ambar  
P u b l i s h i n g  Company,  New D e l h i ,  19B3,  pp.  4.  166- 67 ,

146, Chowdhury,  A,  Momin,  A Method f o r  D e s i g n i n g  an I n c e n t i v e  
System f o r  the J u t e  I n d u s t r y  o f  B a n g l a d e s h  i n  P a r t i c u l a r
and f o r  the N a t i o n a l i z e d  I n d u s t r i e s  I n  G e n e r a l  CPh. D. The si  s,  
u n p u b l i s h e d ) ,  U n i v e r s i t y  o f  Dhaka,  Dhaka,  1981,  p . 9 2 .
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r e l a t i o n s  and f o r  m i n i m i z i n g  w i l d  l a b o u r  p r o b l e m s  —  so s u i c i d a l  

f o r  the economy and the n a t i o n .  I t  i s  the r ecommenda t i on  o f  a 

s emi nar  t h a t  i n eve r y  i n d u s t r y  a t  l e a s t  one  i n d u s t r i a l  p s y c h o l o g i s t  

shoul d  be eniployed to he l p  and s o l v e  human p r o b l e m s  i n  x n d u s t r y } ^ ^

In c o n c l u s i o n  i t  may be s a i d  t h a t  the  human r e l a t i o n s  movement  

s t a r t e d  a s  a r e a c t i o n  a g a i n s t  the  i m p e r s o n a l  and m e c h a n i c a l  b e h a ­

v i o u r  o f  b u r e a u c r a c y  and the s c i e n t i f i c  management  e r a .  Money,  

ma c h i n e r y ,  methods  and equ i pment  w i t h o u t  c o mp e t e n t  human r e s o u r c e s  

a r e  u s e l e s s .  The ma s t e r  key to p r o d u c t i v i t y  u l t i m a t e l y  l i e s  i n  the  

r e c o g n i t i o n  o f  human v a l u e s  i n  i n d u s t r y .  To a ma n a g e r ,  human r e l a ­

t i o n s  i s  the  i n t e g r a t i o n  o f  p e o p l e  i n t o  a work s i t u a t i o n  t h a t  m o t i ­

v a t e s  them to work t o g e t h e r  p r o d u c t i v e l y ,  c o - o p e r a t i v e l y ,  and w i t h  

economic ,  p s y c h o l o g i c a l  and s o c i a l  s a t i s f a c t i o n .

147. Seminar  on " M o t i v a t i o n  and I n d u s t r i a l  P r o d u c t i v i t y  In
B a n g l a d e s h "  h e l d  i n  Sept ember ,  1974,  U n i v e r s i t y  o f  Dhaka ,  
Dhak a .
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2 , 0b  NEKDS AND SIGNIFICANCE OF COST 
CONTr<GL AND COST HEDUCTIGN

M i n i m i s a t i o n  o f  c o s t  i s  a s  o l d  a s  t he  human h i s t o r y .  We have  

to be c o n s c i o u s  and p r u d e n t  enough b e f o r e  i n c u r r e n c e  o f  c o s t s  i n  

o r d e r  to r e t a i n  o u r  s u r v i v a l  and f r e edom.  The f o l l o w i n g  q u o t a t i o n s  

from some no t e d  s c h o l a r s  w i l l  throw l i g h t  on the  n e e d s  and s i g n i f i ­

cance  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n .  Every f a m i l y ,  m a n u f a c t u ­

r i n g  and commerc i a l  o r g a n i s a t i o n ,  g o v e r n me nt  and any o t h e r  o r g a n i s a ­

t i on  I n c l u d i n g  s o c i a l  o r g a n i s a t i o n  must  th i nk  a t  l e a s t  once  i f  n o t  

more b e f o r e  commitment o f  any expend!  t u r e s .  C o s t  m i n i m i s a t i o n

i s  needed e v e r y w h e r e  even i n  the j u d i c i a r y .  In any s o c i e t y ,  the  

b a s i c  o b j e c t i v e s  o f  the  j u d i c i a r y  a r e  to s a f e g u a r d  p e o p l e ' s  r i g h t ,  

to s e t t l e  d i s p u t e s  among the members  o f  s o c i e t y  and to e n s u r e  a 

s o c i a l  f ramework based  on j u s t i c e ,  a m a j o r  p r e - c o n d i t i o n  to a l l

t h e s e  i s an e f f i c i e n t  l e g a l  system whi ch I n  t u r n ,  d e p e n d s  on c o s t -

149
m i n i m i z i n g  e x p e d i t i o u s  j u s t i c e .  C o s t  m i n i m i z a t i o n  i s  e s s e n t i a l

f o r  c o m p e t i t i v e  p u r p o s e s .  M i l l i o n s  o f  c o ns ume r s ,  mak i ng  t h e i r  

c h o i c e s ,  c r e a t e s  demand f o r  the  goods  most  want ed .  F a c t o r i e s  

making  t h e s e  goods  expand and p r o s p e r .  Goods  n o t  wanted  b e c a u s e  

o f  h i gh  p r i c e »  p o o r  q u a l i t y ,  bad d e s i g n ,  e t c .  go u n s o l d  and compa­

n i e s  making  them i mp r o v e  t h e i r  p r i c e  and p r o d u c t  o r  go o u t  o f  

b u s i n e s s .  I t  i s  t he  consumer ,  no t  the  g ov e r n me n t ,  who d e t e r m i n e s

what  s h a l l  be made,  i n  what  q u a n t i t y ,  a t  what  p r i c e  i n  r e l a t i o n  to
150

c o s t  and c o m p e t i t i o n  f o r c e s  p r o d u c e r s  to r e d u c e  c o s t .  Cus t o me r s

148, Ml ah ,  Md. Uttam A l l ,  "Why Cos t  C o n t r o l  and How to C o n t r o l " ,
p a p e r  p r e s e n t e d  i n  ‘ Co s t  C o n t r o l  and C o s t  R e d u c t i o n '  Semi nar  
s ponso r ed  by ICMa B, Dhaka,  O c t o b e r  30,  198 1.

149, The Ba ng l a d e s h  O b s e r v e r ,  "Time.  Coa t  and J u s t i c e ” . E d i t o r i a l ,  
Dhaka,  Fe b r ua r y  28,  1986 ,

150, Amer i can Economic F o u nd a t i o n ,  "Lovjer  C o s t s  t h r o ug h  Human 
En gi  n e e r i  n g " ,  p p. 10-  11.
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a r e  i n s i s t i n g  up on  s i g n i f i c a n t l y  h i g h e r  q u a l i t y ,  g r e a t e r  r e l i a b i l i t y ,

f a c t o r  d e l i v e r y  and mo r e  p r o d u c t  v a r i e t y .  T h e s e  d a y s  m a n a g e m e n t  a r e

f a c i n g  p r o b l e m s  o f  s u r v i v a l  d u e  t o  k e e n  c o m p e t i t i o n  a n d  o n l y  t h o s e

c o n c e x n s  s u r v i v e  w h i c h  a r e  i n  a p o s i t i o n  t o  k e e p  t h e i r  c o s t s  mini f f lum.

I t  i s  r e m e m b e r a b l  e t h a t  no  w a r ,  no  s t r i k e ,  no  d e p r e s s i o n  can so

C o m p l e t e l y  and  i r r e v o c a b l y  d e s t r o y  an e s t a b l i s h e d  b u s i n e s s  a s  new

151
and b e t t e r  m e t h o d s  i n  t h e  h a n d s  o f  an e n l i g h t e d  c o m p e t i t o r ,  A

' f o r a i d a b l e  p r o b l e m  i n  t h e  e c o n o m i c  d e v e l o p m e n t  o f  B a n g l a d e s h  i s  t h e

152
h i g h  c o s t  o f  p r o d u c t i o n  o f  i t s  i n d u s t r i e s .  C o s t  r e d u c t i o n  a n d

Cos t  c o n t r o l  a r e  the  two i m p o r t a n t  t o o l s  i n  the  hands  o f  the  n a t i o -

153
n a l i s e d  i n d u s t r i e s  a s  t h e s e  a r e  i n  t h e  h a n d s  o f  t h e  g o v e r n m e n t *

C o u n t r i e s  l i k e  T a i w a n ,  S o u t h  K o r e a  and  S i n g a p o r e  a s  w e l l  a s  t h e

i n d u s t r i a l i z e d  c o u n t r i e s  l i k e  t h e  USA h a v e  be en  s t r i v i n g  t o  i m p r o v e

t h e  m a n a g e me nt  o f  i n d u s t r i e s  w i t h  a v i e w  t o  r e d u c i n g  c o s t  o f  p r o d u c -

154t i o n  and  m a k i n g  them c o m p e t i t i v e .  I n  t h e  T e x t i l e  M i l l s  i n

B a n g l a d e s h ,  p r o p e r  c l a s s i f i c a t i o n  and  a n a l y s i s  o f  c o s t s  w e r e  n o t  

made f o r  t h e  p u r p o s e  o f  c o n t r o l l i n g  c o s t  a n d  r e d u c i n g  w a s t a g e s .

A g o o d  c o s t  r e p o r t i n g  s y s t e m  t h u s  p r o v i d e s  i n v a l u a b l e  t o o l  o f  c o n ­

t r o l  f o r  a l l  l e v e l s  o f  m a n a g e m e n t  i n  i n c r e a s i n g  e f f e c t i v e n e s s  o f

151.  C o p e l l ,  Don F ,  , Work S i m p l i f i c a t i o n  T r a i n i n g . A m e r i c a n  M a n a g e ­
m e n t  A s s o c i a t i o n  P r o d u c t i o n  S e r i e s  157,  1945,

152.  H a b l b u l l a h ,  M . ,  " M a k i n g  E m p l o y e e s  C o s t - M i n d e d " ,  p a p e r  p r e s e n t e d  
i n  t h e  ' C o s t  C o n t r o l  and C o s t  R e d u c t i o n '  s e m i n a r  s p o n s o r e d  by 
t h e  I C M A B ,  D h a k a ,  O c t o b e r  30 ,  1981,

153.  H a s s a n ,  Md.  N u r u l ,  " C o s t  C o n t r o l  and  C o s t  R e d u c t i o n  u n d e r  I n f l a ­
t i o n " ,  p a p e r  p r e s e n t e d  i n  ' C o s t  C o n t r o l  a n d  C o s t  R e d u c t i o n '  
s e m i n a r  s p o n s o r e d  by t h e  I C M A B ,  D h a k a ,  O c t o b e r  30 ,  198 1,

154.  T h e  B a n g l a d e s h  O b s e r v e r . " C o s t  o f  P r o d u c t i o n "  E d i t o r i a l ,  D h a k a ,  
N o v e m b e r  11,  1985,

155.  A b d u l l a h ,  A .  S . M .  , "A C r i t i c a l  E v a l u a t i o n  o f  I n t e g r a t e d  A c c o u n ­
t i n g  S y s t e m P r a c t i s e d  I n  T e x t i l e  M i l l s  i n  B a n g l a d e s h " ,  T h e  
B a n g l a d e s h  A c c o u n t a n t . I C A B ,  D h a k a ,  V o l .  3,  N o ,  4 ,  J u n e  1979,  
p , 7 .
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o p e r a t i o n s  and  f o r  r e d u c i n g  c o s t s . W h a t e v e r  be  t h e  l e v e l  o f

o u t p u t ,  a f i r m  s h o u l d  s e l e c t  a f a c t o r  c o m b i n a t i o n  t h a t  k e e p s  i t s

157
c o s t  o u t l a y  f o r  t h a t  o u t p u t  as  l o w  as  p o s s i b l e .  O u r  p r o d u c t i v e

s e c t o r s  h a v e  t o  m e e t  t h e  g r o w i n g  demand ,  t h e y  h a v e  t o  b e  p u t  n o t

158
o n l y  on m o d e r n  l i n e s  b u t  a l s o  on a c o s t - e f f i c i e n c y  p l i n t h .  I t  

•> i  s I m p o r t a n t  t o  r e m e m b e r  t h a t  v a l u a b l e  s a v i n g s  can  b e  made t h r o u g h  

Low C o s t  A u t o m a t i o n  w h i c h  h a s  be en  d e f i n e d  a s  a r e p l a c e m e n t  o f  

m u s c u l a r  and  m e n t a l  e f f o r t  by t h e  u s e  o f  s i m p l e  p n e u m a t i c ,  e l e c ­

t r i c ,  h y d r a u l i c  and r a e c h a n i c a l  c o m p o n e n t s  i n  m a n u f a c t u r i n g  a n d

159
a s s e m b l y  o p e r a t i o n s .  An e f f e c t i v e  c o s t  c o n t r o l  a n d  c o s t  r e d u c ­

t i o n  p r o g r a m m e  i s  t h e  o n l y  way o u t  o f  t h e  p r e s e n t  l o s i n g  s t a t e  o f  

t h e  i n d u s t r y } ^ * ^

• *
T h e  u l t i m a t e  r e s u l t  o f  t h e  c o s t  c o n t r o l  and  c o s t  r e d u c t i o n  i s  

t h e  h i g h e r  p r o d u c t i v i t y .  H i g h e r  p r o d u c t i v i t y  h a s  t h e  e f f e c t  o f  

g e n e r a t i n g  p r o s p e r i t y  f o r  t h e  b u s i n e s s ,  t h e  i n d u s t r y ,  t h e  w o r k e r ,  

t h e  c o n s u m e r  and  t h e  n a t i o n ,  a s  a w h o l e .  N a t i o n a l i s e d  i n d u s t r i a l  

s e c t o r  i n  o u r  c o u n t r y  b a d l y  n e e d s  s u c h  d r a s t i c  m e a s u r e s  f o r  c o n t r o l  

and  r e d u c t i o n  o f  c o s t  i n  o r d e r  t o  i m p r o v e  t h e i r  f i n a n c i a l  h e a l t h .

156,  A b d u l l a h ,  A . S . M . ,  " C o s t  R e p o r t  a s  an A i d  t o  C o s t  C o n t r o l * ,
T h e  B a n g l a d e s h  A c c o u n t a n t .  I C A B ,  D h a k a ,  V t l * l & 2 ,  J u l y - D g C ,
1981, p. 16,

157,  A l i ,  Md,  O ma r ,  " L e a s t  C o s t  P r o d u c t i o n  -  w i t h  r e f e r e n c e  t o  
B a n g l a d e s h " ,  M a n e g g i  a r e . D e p a r t m e n t  o f  M a n a g e m e n t ,  U n i v e r s i t y  
o f  C h i t t a g o n g ,  1 9 7 9 - 8 0 ,  p . 8 7 ,

158,  T h e  B a n g l a d e s h  O b s e r v e r ,  C o s t  and  C o m p e t i t i o n . E d i t o r i a l ,
D h a k a ,  J a n u a r y  27 ,  1987,

159,  G e d y e ,  R u p e r t ,  W o r k s  M a n a g e m e n t  a n d  P r o d u c t i v i t y . A l l i e d  
P u b l i s h e r s ,  New D e l h i ,  1980,  p , 2 3 B .

160,  H u s a i n ,  S y e d  M a s u d ,  C o s t  A u d i t  i A S t u d y  i n  t h e  J u t e  I n d u s t r y  
o f  B a n g l a d e s h . R e s e a r c h  R e p o r t ,  B u r e a u  o f  B u s i n e s s  R e s e a r c h ,  
U n i v e r s i t y  o f  D h a k a ,  1985,  p . 6 o .
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2 . 0 6  T OOLS AND T E C H N I Q U E S  FOR C O S T  
CONTROL AND C O S T  REDUCTI ON

Many m a n a g e me nt  t e c h n i q u e s  a r e  i n  r e g u l a r  u s e  t o  f a c i l i t a t e  

t h e  work  o f  c o s t  c o n t r o l  and  c o s t  r e d u c t i o n .  T h e  v a r i o u s  t e c h n i ­

q u e s  and t o o l s  u s e d  f o r  a c h i e v i n g  c o s t  r e d u c t i o n  a r e  p r a c t i c a l l y  

t h e  same w h i c h  h a v e  b e e n  s u g g e s t e d  f o r  c o s t  c o n t r o l .  B ,  E ,  L i p ma n \ ^ ^  

i n  h i s  book t e s t e d  1200 r e a d y - t o - u s e  c o s t  r e d u c t i o n  t e c h n i q u e s  t h a t  

c o u l d  be a p p l i e d  t o  a n y  c o m p a n y ,  no  m a t t e r  how l a r g e  o r  s m a l l .  A l l  

o f  t h e s e  t e c h n i q u e s  a r e  o r g a n i s e d  i n t o  a l o g i c a l ,  s y s t e m a t i c  a t t a c k  

on c o s t s  and  e q u i p p e d  t o  d e t e c t  e x c e s s  c o s t s  e a r l y ,  and  t o  d e a l  

w i t h  them s w i f t l y  and  e f f e c t i v e l y .  A c c o r d i n g  t o  B h a t t a c h a r r y a  

t h e s e  t e c h n i q u e s  a r e  f u n d a m e n t a l  and  a p p l i c a b l e  t o  b o t h  c o s t  r e d u c ­

t i o n  and  c o s t  c o n t r o l .  T h e  m e c h a n i s m  and  t e c h n i q u e s  o f  c o s t  r e d u c ­

t i o n  a r e  a l s o  v a r i e d .  D i f f e r e n t  t e c h n i q u e s  a r e  a p p l i e d  i n  t h e  

d i f f e r e n t  f u n c t i o n a l  a r e a s .

A p l a n n e d  a t t a c k  on c o s t s  m u s t  be  made u s i n g  a l l  o r  some o f  

t h e  t e c h n i q u e s .  T he  t e c h n i q u e  o r  t e c h n i q u e s  t o  be  s e l e c t e d  f o r  

e a c h  o r g a n i s a t i o n  w i l l  d e p e n d  on t h e  c i r c u m s t a n c e s  r e l e v a n t  t o  i t s

68

o p e r a t i o n .  T h e  t e c h n i q u e s  r e q u i r e s  s p e c i a l  a t t e n t i o n  a n d  d e t a i l s  

d i s c u s s i o n s } ^ ^  P r o f e s s o r  B . K .  B a s U t ^ ^  a r g u e d  t h a t  t h e  t e c h n i q u e s  o f  

c o n t r o l  v a r i e s  w i d e l y  f r o m  f i r m  t o  f i r m  o r  c o n c e r n  t o  c o n c e r n ,

161.  L i p m a n ,  B u r t o n  E ,  , S u c c e s s f u l  C o s t  R e d u c t i o n  a n d  C o n t r o l i  T h e
P r o b e  S y s t e m a t i c  A p p r o a c h . ( E n g l  ewo o d  C l i  f  f  s «  P r e n  t i  c e -  H a l l ,  
I n c . ,  1 9 7 0 ) .

162.  B h a t t a c h a r r y a ,  D . P . ,  " C o s t  C o n t r o l  and  C o s t  R e d u c t i o n  u n d e r
I n f l a t i o n ” , p a p e r  p r e s e n t e d  i n  t h e  ' C o s t  C o n t r o l  a n d  C o s t  R e d u c ­
t i o n ' ,  s e m i n a r  s p o n s o r e d  by t h e  I C M A B ,  D h a k a ,  O c t o b e r  30,  19 8 1 ,

163.  C h a k r a b o r t y ,  H r i s h i k e s h ,  M a n a g e m e n t  A c c o u n t a n c y . N a b a b h a r a t  
P u b l i s h e r ,  C a l c u t t a ,  1979,  p .  329.

164.  B a s u ,  B . K , ,  " C o s t  C o n t r o l " ,  Su r v  e v . A J o u r n a l  o f  t h e  I n d i a n  
I n s t i t u t e  o f  S o c i a l  W e l f a r e  and  B u s i n e s s  M a n a g e m e n t ,  C a l c u t t a ,  
May 1974,  p.  4 7 ,
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b e c a u s e  a p a r t i c u l i i r  t e c h n i q u e  whl  >:h may ba f o u n d  s u i t a b l e  i n  a 

p a r t i c u l a r  c a s e  may n o t  be  c o n s i d e r e d  i n d i s p e n s a b l e  i n  o t h e r  c a s e s ,  

t h a t ' s  why I t  s o m e t i m e s  b e c o m e s  a v e x e d  p r o b l e m  i n  m a n a g e m e n t .

T h e  f o l l o w i n g  a r e  some o f  t h e  t e c h n i q u e s  o f  t h t  a n a t u r e  

a p p l i e d  i n  d i f f e r e n t  o r g a n i s a t i o n s *

1, B u d g e t a r y  c o n t r o l ,

2,  S t a n d a r d  c o s t i n g ,

3,  V a l u e  a n a l y s i s  o r  v a l u e  e n g i n e e r i n g ,

4 ,  B r e a k  e v e n  a n a l y s i s ,

5,  Co s t - v o l  uin e - p  r o  f  1 1 a n a l y s i s ,

6 ,  Work s t u d /  and  o r g a n i s a t i o n  and  m e t h o d  p r o c e d u r e .

7 ,  S t a n d a r d i s a t i o n ,

• 8 ,  S i m p l i f i c a t i o n  and  v a r i e t y  r e d u c t i o n ,

9* C o d i n g  and  c l a s s i f i c a t i o n ,

10,  A u t o m a t i o n ,

11,  O p e r a t i o n a l  r e s e a r c h ,

12,  M a r k e t  r e s e a r c h ,

13, B u s i n e s s  f o r e c a s t ,

14,  C o n t r o l  o f  C a p i t a l  e x p e n d i t u r e ,

15,  P r o d u c t i v i t y  r a t i o ,

16,  R e s p o n s i b i l i t y  a c c o u n t i n g ,

17,  M a n a g e m e n t  by e x c e p t i o n ,

18,  M a t e r i a l  c o n t r o l ,

19,  L a b o u r  c o n t r o l ,

20,  O v e r h e a d  c o n t r o l ,
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21.  E c o n o m i c  b a t c h  q u a n t i t y  o r  e c o n o m i c  o r d e r  q u a n t i t y ,

22.  ABC  a n a l y s i s ,

23 .  I m p r o v e m e n t  i n  d e s i g n ,

24* S u b s t i t u t e  m a t e r i a l  u t i l i z a t i o n ,

25.  Q u a l i t y  c o n t r o l ,

26 .  P r o d u c t i o n  p l a n n i n g  and  c o n t r o l ,

27.  I n v e n t o r y  c o n t r o l ,

20,  P e r p e t u a l  i n v e n t o r y ,

29.  J o b  e v a l u a t i o n  a n d  m e r i t  r a t i n g ,

30 .  T r a i n i n g  s c h e m e ,

31* Z e r o  d e f e c t  t e c h n i q u e ,

32.  Q u e n i n g  t h e o r y .

2 . 0 7  B A S I C  REQUI RE MENT S  O F  C OST  CONTROL
AND C O S T  REDUCTI ON

S u c c e s s ^ i J l  l a u n c h i n g  o f  t h e  p r o g r a m m e s  o f  c o s t  c o n t r o l  m e t h o d s  

and c o s t  r e d u c t i o n  t e c h n i q u e s  I n  t h e  n a t i o n a l i s e d  i n d u s t r i a l  s e c t o r  

i s  t h e  c o l l e c t i v e  r e s p o n s i b i l i t y  o f  g o v e r n m e n t ,  s e c t o r  c o r p o r a t i o n s  

and  t h e  M a n a g e r / A d m i n i s t r a t o r  a t  e n t e r p r i s e  l e v e l i ^ ^ ^  C o s t  c o n t r o l  

a n d  c o s t  r e d u c t i o n  w o r k s  b e s t  when t h e  f o l l o w i n g  m e a s u r e s  a r e  a d o p ­

t e d  and  t h e s e  may b e  c a l l e d ,  " E s s e n t i a l s  f o r  S u c c e s s "  o r  " B a s i c  

R e q u i r e m e n t s "  o f  c o s t  c o n t r o l  and  c o s t  r e d u c t i o n .

165.  S h a h i d u l l a h ,  Md.  , " M e t h o d  o f  C o s t  C o n t r o l  and  C o s t  R e d u c t i o n  
I n  t h e  N a t i o n a l i s e d  I n d u s t r i a l  S e c t o r " ,  T h e  A c c o u n t a n t . 
B a n g l a d e s h  C h a r t e r e d  A c c o u n t a n c y  C h a t r a  P a r i  s h a d ,  D h a k a ,
V o l .  1,  1975,  p .  20.
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( i )  O r g a n i s a t i o n a l  P l a n i  F o r  an e f f e c t i v e  s y s t e m  o f  c o s t  

c o n t r o l  and c o s t  r e d u c t i o n ,  t h e  f i r m  s h o u l d  h a v 3  a d e f i n i t e  p l a n  

o f  o r g a n i s a t i o n .  A u t h o r i t y  and  r e s p o n s i b i l i t y  o f  e a c h  e x e c u t i v e  

s h o u l d  be  c l e a r l y  d e f i n e d .  E v e r y  o n e  s h o u l d  h a v e  h i s  d e f i n e d  

r i g h t s ,  p o w e r s i  d u t i e s ,  r e s p o n s i b i l i t i e s  and  o b l i g a t i o n s .  S o ,  he  

s h a l l  be c h a r g e d  o r  r e c t i f i e d  a c c o r d i n g l y .  W h i l e  i n t r o d u c i n g  t h e  

s y s t e m  o f  c o s t  c o n t r o l  and  c o s t  r e d u c t i o n ,  t h e  f i r s t  s t e p  1 s t o  

d e c i d e  a s  t o  how i t  i s  t o  be d e v e l o p e d  w i t h i n  t h e  o r g a n i s a t i o n a l  

s a t  u p .  Top m a n a g e r s  a l s o  d e s i g n  an o r g a n i z a t i o n  s t r u c t u r e ,  w h i c h

can be d e f i n e d  a s  an a r r a n g e m e n t  o f  l i n e s  o f  r e s p o n s i b i l i t y  w i t h i n

an e n t i t y ,  K o h l e r ' s ,  "A D i c t i o n a r y  o f  A c c o u n t s ’* d e f i n e s  r e s p o n s i ­

b i l i t y  a s ,  " t h e  o b l i g a t i o n  p r u d e n t l y  t o  e x e r c i s e  a s s i g n e d  o r  i m p u ­

t e d  a u t h o r i t y  a t t a c h i n g  t o  t h e  a s s i g n e d  o r  i m p u t e d  r o l e  o f  an i n d i ­

v i d u a l  o r  g r o u p  p a r t i c i p a t i n g  i n  o r g a n i z a t i o n a l  a c t i v i t i e s  o r  

d e c l s l o n  s " «

T he  N , a , ( C )  a . R e s e a r c h  s e r i e s  n o ,  22 ,  s a y s ,  **A r e s p o n s i b i l i t y

may be  d e f i n e d  as  an o r g a n i z a t i o n a l  u n i t  h a v i n g  a s i n g l e  h e a d
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a c c o u n t a b l e  f o r  a c t i v i t i e s  o f  t h e  u n i t " .

R e s p o n s i b i l i t y  a c c o u n t i n g  i s  d e f i n e d  by  C h a r l e s  T .  H o r n g r e n  

w i t h  v a r i o u s  d i m e n s i o n  a s ,  " S e s p o n  s i b i  11 t y  a c c o u n t i n g ,  p r o f i t a b i ­

l i t y  a c c o u n t i n g ,  o r  a c t i v i t y  a c c o u n t i n g  s y s t e m s  r e c o g n i z e  v a r i o u s  

d e c i s i o n  c e n t r e s  t h r o u g h  o u t  an o r g a n i z a t i o n  a n d  t r a c e  c o s t s  ( a n d  

r e v e n u e s ,  a s s e t s »  a n d  l i a b i l i t i e s ,  w h e r e  p e r t i n e n t )  t o  t h e

166,  K o h l e r ' s ,  A D i c t i o n a r y  o f  A c c o u n t a n t s .

167,  T he  N . A .  ( C )  A , ,  R e s e a r c h  S e r i e s  a o ,  22 ,  q u o t e d  by M a t z  a n d  
U s r y ,  "̂ C o s t  A c c o u n t i n g " .  S o u t h - M e s t e r n  P u b l i s h i n g  C o . ,  O h i o ,
1982,  p . 289.

71
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i n l i v i d u a l  ma na g e r s  who a r e  p r i m a r i l y  r e s p o n s i b l e  f o r  maki ng  d e c i -

1 (jQ
si on s a b o u t  t he  c o s t s  i n  q u e s t i o n " .

R e s p o n s i b i l i t y  a c c o u n t i n g  i s  b^s ed  on a c l a s s i f i c a t i o n  o f  

m a n a g e r i a l  r e s p o n s i b i l i t i e s  a t  e v e r y  l e v e l  i n  the  o r g a n i s a t i o n  and

169
d e f i n e d  by Matz  and Usry  a s ,  " R e s p o n s i b i l i t y  a c c o u n t i n g  i s  a 

program e n g u l f i n g  a l l  o p e r a t i n g  management  f o r  wh i ch  the  a c c o u n t i n g ,  

c o s t ,  o r  b u d g e t  d i v i s i o n s  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  i n  the  fortn 

o f  d a i l y ,  w e e k l y ,  o r  month l y  c o n t r o l  r e p o r t s " .

As  the o r g a n i s a t i o n  c h a r t  i s  the b a c kbone  o f  any r e s p o n s i b i l i t y  

a c c o u n t i n g  system and the u l t i m a t e  s i i c ce s s  o f  the  p r og r amme ,  ma na g e ­

ment must  p r o v i d e  a c o mp l e t e  c l a s s i f i c a t i o n  o f  t he  o b j e c t i v e  and 

r e s p o n s i b i l i t i e s  o f  a l l  l e v e l s  o f  the  o r g a n i s a t i o n  c h a r t .  An o r g a ­

n i s a t i o n  c h a r t  shows the  p r i ma r y  d i v i s i o n s  an J su b - d i  v i  si  on s o f  a 

m a n u f a c t u r i n g  c o nc e r n .  I t  may be used  a s  a b a s i s  f o r  c l a s s i f i c a t i o n  

o f  c o s t s .  The manager  i s  a c c o u n t a b l e  f o r  t he  r e s u l t s  v i a  r e s p o n s i b i ­

l i t y  a c c o u n t i n g .  So,  o r g a n i s a t i o n  p l a n  as  w e l l  as  r e s p o n s i b i l i t y  

a c c o u n t i n g  i s  a p r  e - r e  qui si te  f o r  a s u c c e s s f u l  c o s t  c o n t r o l  and c o s t  

r e d u c t i o n  programme.

( i i )  Orqani  a a t l o n a l  G p a l s i Management  i s  d i r e c t l y  i n v o l v e d  

wi th  o r g a n i s a t i o n a l  g o a l s .  I t  i s  the  f u n c t i o n  o f  the management  

to t r a n s l a t e  b r oa d  g o a l s  i n t o  o p e r a t i o n a l  o b j e c t i v e s  and p r o v i d e s  

means o f  c o n t r o l  to me a s u r e  the e x t e n t  o f  a c c o mp l i s h me n t .  O b j e c ­

t i v e s  a r e  t ho se  ends  whi ch the o r g a n i s a t i o n  s e e k s  to a c h i e v e  by

168 . HornQren , C h a r l e s  T. , " Co s t  A c c o u n t i n g  1 A M n n a o e r l a l  Emphasi s ' * 
P r e n t i  ce -Ha  11 o f  I n d i a  P r i v a t e  L t d . ,  New D e l h i ,  1983,  p .  143*

169, Matz ,  A d o l p h ,  and U s r y ,  M i l t o n  F. , " C n s t A c c o u n t i n g  i P l a n n i n g  
and C o n t r o l " . Sou th-lft e s t e r n  Pubi  ! C o . ,  O h i o ,  1982,  p . 299.
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i s ex i s te i i ct j  an.J op er a  r.i ofi s. C f f e c t l v e  o b j e c t i v e s  ^ r p  tii ea suiu  b i e , 

a t t a i n a b l e  and con &i s t e n t  wi th  the f l  vni' s r u s o u r c j s .  A ntan« 9 l iri  «1  

o b j e c t i v e  i s  the  i n t e n d e d  g o a l  whi ch p r e s c r i b e s  d o l i ; . i t e  scope  and  

su y Lj e 0 <■ .j di  r  w c t i  o fi to e 1 f o r t i  o f  a ir.  ̂ri a j  e r .

The cone opt  o f  a oo: i l  has  f j cciui red a v a r i  oty o f  'neanjr.  cj d c p e n -  

air.ij on tho  p e r s p e c t i v e  c f  the- w r i t e r .  K a s t  and .<0 son ;■ .lelfi lj d o i i n e s  

yOal s a s ,  “ Slriipiy s t a t e d ,  g o a l s  vopros f cnt  tl ie d o & l r e d  f u t u r e  c o n d i ­

t i o n s  t h a t  the  o r g a n i z a t i o n  s t r i v e s  to a c h i e v e .  In t h i s  s ens e ,

Qoa l s  i n c l u d e  m i s s i o n s ,  p u r p o s e s ,  o b j e c t i v e s ,  t a r o « t 5 » q u o t a s  and  

d6u d U r i e 6 " i ' ^^ G o a l s  f ocus  tiio a t t e n t i o n  o f  p a r t i c i p a n t s  on a c t i c u s  

t ha t  a r e  o r yan l  za tl ona l  ly r e l e v a n t  to c o s t  c c n t r o i  a! .d co>it r e d j c -  

ti  o n , I t  i s  somet imes  used  to l e o i t i m i z e  ant} j u s t i f y  Lh»i r o i e  o f  

the o r y a n l  iid ti on i n  s o c i e t y .

( i i i )  Co St C ei~i t r  e  ̂i The I o s , t i t u t f e  o f  Cc s t and 1

A c c o u n t a n t s ,  London,  has  d y t i n e d  c o s t  c o n t i e  .ast i o c a t i o n ,  

pe r son  o r  i teuj 01 equ i pment  ( o r  i j roup o f  t h e s e )  f o r  v.l'.i r>h c o s t s  

iiiay bo a s c e r t a i n e d  ar\d used  f o r  the p u r p o s e s  o f  c o s t  c o n t r o l ” f ^^

Cost  iihtpuld Lii c o l l e c t e d  by each a r e a  o f  r e u j j o n ^ i i l  l i t y  r e p o r -

Liny o f  e f f i c i e n c y  o r  i n e f f i c i e n c y  d i s p l a y e d  by ca. .h s c c t i o n  s hou l d  

be prompt .  Thus i t  i s  f a c i l i t a t e  respoJi si  bi  i i  ty i l . r o u j h  cci i t  

cent r es ' * *  Cos t  c e n t r e s  a r e  a l s o  termed a s ,  " rtespon ai bi  1 i r y

C e n t r e s " *  C o s t  c e n t r e  may be c a l l e d  c o s t  p l a nn i r u j  whi ch i s  e s s e n ­

t i a l  f o r  an o t f e c t i v e  c o s t  c u n t x o l  and c o b t  r e d u c t i o n ,  i h e r t  i s  no

IVO.  K a s t ,  F r e m o n t  H, , a n d  sen vwe i  vj, J a m e s  E, , ' 'O r ':j- .p j  s:> t1 on a n d
iMan a em en t "  < M c w r a w - i i l l i  Eq o I'- C 'omparty, Y o r k ,  1 9 7 9 ,  p . 11J .

i 'M .  The I n s t i t u t e  o f  C o s t  and Ma n a o e me n t  A c c o u n t a n t s ,  Li..ndoi'i,
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d eny i ng  the f a c t  t h a t  f o r  e f f e c t i v e  c o s t  c o n t r o l  what  i s  more

i m p o r t a n t  i  s to study o r  s c r u t i n i s e  d i f f e r e n t  d i me n s i o n  o f  c o s t  

17 2p I a n n i n  g ,

The t yp e ,  s i z e  and number  o f  c o s t  c e n t r e s  i n  an u n d e r t a k i n g  

w i l l  depend upon the n a t u r e  and s i z e  o f  t he  b u s i n e s s ,  a t t i t u d e  o f  

the management  t o w a r d s  c o s t  c o n t r o l  and c o s t  r e d u c t i o n ,

( i v )  P e r f o r m a n c e  R e p o r t s ! I t  i s  a w e l l - d e s i g n e d  i n f o r m a t i o n  

system p r o v i d i n g  measur ement s  o f  a c t i v i t i e s  and c o s t s .  These  

i n f o r m a t i o n  may be p r e s e n t e d  and communicated to the  management  

through  r e p o r t s ,  c h a r t s  and g r o u p s .  Somet imes  t h e s e  i n f o r m a t i o n  

C a l l e d  management  i n f o i m a t i o n  system ( M I S ) .  These r e p o r t s  g e n e r a ­

l l y  show the  c o mp a r i s o n s  o f  b u d g e t s  w i t h  a c t u a l  r e s u l t s .  The d e v i a ­

t i o n s  o f  a c t u a l  r e s u l t s  from b u d g e t  a r e  c a l l e d  v a r i a n c e s .  The 

u n f a v o u r a b l e  v a r i a n c e s  r e q u i r e  management  a t t e n t i o n  f o r  n e c e s s a r y  

c o r r e c t i o n .  The p r e d e t e r m i n e d  o r  b u d g e t e d  i t e m s  form t he  f o u n d a t i o n  

f o r  compar i son  w i t h  a c t u a l  r e s u l t s  l e a d i n g  to the  VARIANCE ANALYSIS  

Oft m a n a g e m e n t  by EXCEPTION p r i n c i p l e .  Thus v a r i a n c e  a n a l y s i s ,  i n  

f a c t ,  p l a y s  a dynamic r o l e  i n  s t a n d a r d  c o s t i n g  f o r  the  r e d u c t i o n  

and c o n t r o l  o f  c o s t .  Management  do n o t  spend t ime and e f f o r t  s e a r ­

ch i ng  t h r oug h  u n n e c e s s a r y  i n f o r m a t i o n ,  b u t  can c o n c e n t r a t e  t h e i r  

a t t e n t i o n  on i m p o r t a n t  m a t t e r s .  I t  i s  o n l y  on the  p o i n t s  o f  e x c e p ­

t i o n s  t h a t  they have  to c o n c e n t r a t e .  Tha t  i s  why,  t he  t e c h n i q u e  i s  

known a s  “Management  by e x c e p t i o n s " .  Through the  i s s u a n c e  o f  

p e r f o r ma n c e  r e p o r t s ,  a d v i s e s  a l l  l e v e l s  o f  management  whe r e  and

%
172. Matz ,  Ado l ph  and U s r y ,  M i l t o n  F. , " C o s t  A c c o u n t i n g  i P l a n n i n g  

and C o n t r o l " . S o u t h - E a s t e r n  P u b l i s h i n g  Coi  , Oh i o ,  1976,  p . 11 ,
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what  j o b s  o r  t a s k s  r e q u i r e  c o r r e c t i v e  a c t i o n  e mp h a s i z i n g  the  e x c e p ­

t i o n s  to o r  d e v i a t i o n s  from a *p r e d e t e r mi  n ed p l a n  e x p e d i t e s  manage ­

r i a l  C o n t r o l  and i g n o r i n g  a r e a s  t h a t  a r e  r u n n i n g  s moo t h l y .

( v )  J u d q em en 1 1 The p e r f o r m a n c e  r e p o r t s  shou l d  be u s e d  wi th  

g r e a t  c a r e  f o r  making  a j u d g e me n t  a b o u t  t h e  e f f i c i e n c y  o r  i n e f f i ­

c i e ncy  o f  o r g a n i s a t i o n a l  g o a l s  and c o s t  c e n t r e s .  The f a c t o r s  

l e a d i n g  to e x c e p t i o n a l l y  good o r  bad p e r f o r m a n c e  s ho u l d  be  e n q u i r e d  

i n t o  and a p p r o p r i a t e  r e me d i a l  a c t i o n  s hou l d  be t a k e n .  Any f a i l u r e  

o r  i n e f f i c i e n c y  b r o u g h t  to l i g h t  s hou l d  n o t  be t aken i n  a f a u l t  

f i n d i n g ,  condemning ,  o r  v i n d i c t i v e  a t t i t u d e  by the  u p p e r  l e v e l  o f  

management ,  A r i g h t  a t mo s p h e r e  shou l d  be c r e a t e d  f o r  t he  l o w e r  

l e v e l  to come f o r w a r d  b o l d l y  w i t h  c o n c r e a t e  s u g g e s t i o n s ,  whi ch may 

i n v o l v e  a d mi s s i o n  o f  m i s t a k e s  and even s e l f - c r i t i c i s m .

( i v )  Mo t i  va t i  o n i Good p e r f o r m a n c e  s h o u l d  be r e w a r d e d  and bad  

p e r f o r ma n c e  shou l d  a t t r a c t  the n e c e s s a r y  d i s i n c e n t i v e .  So,  w o r k e r s  

shou l d  be m o t i v a t e d  t o w a r d s  b e t t e r  p e r f o r m a n c e  to r e d u c e  and con ­

t r o l  c o s t .  M o t i v a t i o n  r e f e r s  to the  p r o c e s s  o r  f a c t o r s  o r  m o t i v e s  

t h a t  i n f l u e n c e  p e o p l e  to a c t  i . e .  the  w i l l i n g n e s s  to work w h o l e ­

h e a r t e d l y  and s i n c e r e l y  f o r  the p r o s p e r i t y  o f  the  o r g a n i s a t i o n ,  

Glueck d e f i n e s  m o t i v a t i o n  a s ,  " M o t i v a t i o n  i s  the  i n n e r  s t a t e  t h a t
17 3

e n e r g i z e s ,  c h a n n e l s  and s u s t a i n s  human b e h a v i o u r " .  The e mp l o y e e s  

work i n  the  o r g a n i s a t i o n  to s a t i s f y  t h e i r  n e e d s  i n  e x c ha n g e  o f  t h e i r  

e f f o r t s .  I t  i s  the duty o f  t he  o r g a n i s a t i o n  to c l e a r l y  d i a g n o s e  

what  the emp l oyees  want  o u t  o f  t h e i r  wo rks  and i s  e s s e n t i a l  f o r

17 3, G l ue c k ,  W i l l i a m  F. , "Man a gem en t " . The Dryden P r e s s  H i n s d a l e ,
I l l i n o i  s,  1980,  p.  161.
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s t i m u l a t i n g  t h e i r  i n t e r e s t  f o r  h i g h  l e v e l  p e r f o r m a n c e  e f f e c t i v e ­

n e s s .  To m o t i v a t e  the  s t a f f ,  i t  i s  n e c e s s a r y  to p r o p e r l y  t r a i n  

and e d u c a t e  them. I n c e n t i v e s  s hou l d  be o f f e r e d  f o r  b e t t e r  p e r f o r ­

mance and s u i t a b l e  r e w a r d s  in the form o f  i n c r e m e n t  i n  s a l a r y ,  

p r o mot i on ,  o r  r a i s e  i n  s t a t u s  s hou l d  be g i v e n  f o r  such new i d e a s  

put  f o r t h  by the emp l oy e e s ,  which u l t i m a t e  r e s u l t s  m  i n c r e a s e d  

p r o d u c t i v i t y  and c o s t  m i n i m i z a t i o n ,

A s tudy made i n  1969-70 showed t h a t  ma n a g e r s  i n  B a n g l a d e s h

want i  p r omot i on  l 6jg, p a r t i c i p a t i o n  20 ;̂ :, f a i r n e s s  2 4%^  s u p p o r t i v e -

n e s s  26^,  j o b  s e c u r i t y  303i, power  and a u t h o r i t y  39^,  i n c r e a s e d  pay  
and

y\, fringe b e n e f i t s  4 7 % ,  sound management  p r a c t i c e s  483^, r e c o g n i t i o n  

and a p p r e c i a t i o n  f o r  good work done  55% and o p e r a t i o n a l  autonomy

S o ,  management  must  c o n s i d e r  the  f o l l o w i n g  f o r mu l a *

PERFOftMANCE = ( ABI L I TY  X MOTIVATION )

2,08 FIELDS AND AREAS OF COST CONTROL 
AND COST REDUCTION

C o s t  c o n t r o l  and c o s t  r e d u c t i o n  a r e  two d i f f e r e n t  p l a n s .  C o s t  

c o n t r o l  a ims  a t  a t t a i n i n g  the s t a n d a r d  w h e r e a s  c o s t  r e d u c t i o n  a l ms  

a t  i m p r o v i n g  the s t a n d a r d s .  That  i s  why i t  I s  s a i d  t h a t  the  c o s t  

r e d u c t i o n  s t a r t s  where  c o s t  c o n t r o l  ends .  C o s t  c o n t r o l  i s  c o n c e r n e d

174,  H a b i b u l l a h ,  M, , **Moti va t l  on Ml x " Bureau o f  Economic R e s e a r c h ,  
Dhaka U n i v e r s i t y ,  1974 and a l s o  quot ed  i n  the Management  M o t i v a ­
t i on  t hr oug h  re su 11 - ba  s e d - r e w a  rd system by H a b l b u l l a h ,  Ghosh and  
Quddus,  Ba n g l a d e s h  Management  De ve l opme nt  C e n t r e ,  Dhaka,  1981,  
p.  4 ,

175,  Vroom,  V i c t o r  H, , " M o t i v a t i o n  i n  Management** . A me r i c a  Founda  
d a t l o n  f o r  Management  Re s e a r ch ,
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wi th the o p e r a t i o n a l  a s p e c t s  whe r e a s  c o s t  r e d u c t i o n  i s  p r i m a r i l y  

concerned  wi th  the  f i n d i n g  b e t t e r  ways  and means  to p r o d u c e  t h i n g s  

a t  c h e a pe r  r a t e s .

The  f i e l d  and  a r e a s  o f  c o s t  c o n t r o l  a n d  c o s t  r e d u c t i o n  i s  so 

V a s t  t h a t  e v e r y  p a r t  o f  an o r g a n i s a t i o n  i s  i n v o l v e d  i n  t h i s  p r o b l e m .  

The a r e a s  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  can be c l a s s i f i e d  a s  

f o l l o w s *

( i ) On the B a s i s  o f  D e p a r t me n t i An o r g a n i s a t i o n  i s  d i v i d e d  

i n t o  d i v i s i o n s ,  b r a n c h e s ,  d e p a r t me n t s .  Each d i v i s i o n s *  b r anch  o r  

de pa r t ment  may be an a r e a  f o r  c o s t  c o n t r o l  and c o s t  r e d u c t i o n ,  e * g «  

The p r o c u r e me n t ,  p r o d u c t i o n ,  s t o r e ,  a d m i n i s t r a t i o n ,  a c c o u n t s  e t c ,

( i i )  On the B a s i s  o f  T l me i Ther e  a r e  p e r i o d i c a l  c o s t s  which  

a r e  o f  s h o r t - r u n  c o s t s  and l o n g - r u n  c o s t s .  The r e  can be c o n t r o l l e d  

and r educed  i n  s h o r t - r u n  c o s t s  and l o n g - r u n  c o s t s .

( i i i )  On the B a s i s  o f  B e h a v i o r i C o s t s  a r e  f i x e d  and v a r i a b l e .  

Both t he s e  t yp e s  o r  one  o f  t h e s e  can be the s u b j e c t - m a t t e r  d e p e n ­

d i ng  upon the m a n a g e r i a l  a s s e s s m e n t ,

( i v )  On the  B a s i s  o f  P r o d u c t s * Some p r o d u c t s  a r e  h i g h l y  p r o f i ­

t a b l e  w h i l e  o t h e r s  may b r i n g  a b o u t  l o s s e s .  The p r o d u c t s  i n c u r r i n g  

Jo s s e s  o r  l e s s  p r o f i t a b l e  would be the  s u b j e c t - m a t t e r ,

•

( v )  On the B a s i s  o f  P r i c e * There  a r e  p r i c e  c o n t r o l s  o v e r  some 

p r o d u c t s  w h i l e  o t h e r  p r o d u c t s  a r e  a l l o w e d  to be s o l d  a t  a l m o s t  

u n r e s t r i c t e d  mar ke t  p r i c e s .  I n  such c a s e s ,  t he  a r e a  w i l l  be  f o r  

c o n t r o l l e d  p r o d u c t s .
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( v i )  On the B a s i s  o f  El em en t  s/Fa c to r s i Somet imes  c e r t a i n  

eiemen t s / f a c t o  r s ,  e . g . ,  m a t e r i a l  c o s t s  o r  l a b o u r  c o s t s ,  p r i me  c o s t s  

o r  f a c t o r y  c o s t s  e t c ,  may be too h i g h  compared  w i t h  o t h e r  u n i t s  i n  

the i n d u s t r y ,  t hus  the a r e a  would f o c u s  i t s  e f f o r t s  f o r  m i n i m i z i n g  

one o r  the o t h e r  h i g h  c o s t .

Dr .  B,K.  B a s u , ^ ^ ^  an eminent  I n d i a n  P r o f e s s o r  had r i g h t l y  p o i n ­

ted out  s i x  p o t e n t i a l  a r e a s  o f  l e a k a g e  and c o s t - s a v i n g  m  a c h a r t  

which I s  p r e s e n t e d  b e l ow i

j AREAS OF COST SAVINGS |

I i

La b ou r  Time | 

____________ i\______

I I
I I ̂ I >

1  j o r g a n i  -  [  | Methods  
J  { z a t l o n  { { Study [

C h a r t i  2 , 03

Sour ce i  Basu,  B . K . ,  Co s t  C o n t r o l

Ip r oduc  
I t i  on 
iP.g si  gn

-  \

The I n s t i t u t e  o f  Co s t  and Works  A c c o u n t a n t s ,  London,  p u b l i s h e d

a book named,  " C o s t  Reduct ion" *  i n  whi ch they d e s c r i b e d  t he  c r i t i c a l

177a r e a  f o r  c o s t  r e d u c t i o n .

The book a l s o  men t i one d  t h a t  i n  o u t l i n i n g  the  p r i n c i p a l  d i r e c ­

t i o n s  i n  whi ch c o s t  r e d u c t i o n  may be a c h i e v e d  i t  has  been deemed

a d v i s a b l e  to d e a l  wi th  the p r ob l em unde r  f o u r  b r oa d  h e a d i n g s .  Such 

a S t

176, Basu,  B . K . ,  “Cos t  C o n t r o l " ,  Su rv e v . A J o u r n a l  o f  t he  I n d i a n  
i n s t i t u t e  o f  S o c i a l  W e l f a r e  and B u s i n e s s  Management ,  C a l c u t t a ,  
May,  1974,  p . 49.

177. The i n s t i t u t e  o f  Co s t  and Works  A c c o u n t a n t s ,  London,
" C o s t  Re d u c t i o n "  ( copy  r i g h t ) ,  1956,  p . 9 .

Dhaka University Institutional Repository



79

1)  De s i g n ,

l i )  F a c t o r y  o r g a n i z a t i o n  and methods »  

l i i )  M a r k e t i n g ,

I v )  F i nance .

The I n s t i t u t e  o f  C o s t  and V(orks A c c o u n t a n t s ,  London,  s t a r t s  

the a r e a  from the  d e s i g n  and ends  vvi th f i n a n c e  a c t i v i t i e s *  i . e . ,

I t  c o v e r s  the  v\hole and eve r y  p a r t  o f  an o r g a n i s a t i o n .  In t h i s  

s t udy ,  the  r e s e a r c h e r  w i t h  the i n s t i t u t e  but  c o n s i d e r e d  the  a r e a  

both as  c o s t  C o n t r o l  and c o s t  r e d u c t i o n .  L e t  us  d i s c u s s  each a r e a  

b r i  e f l y .

( i ) Des i  q n » P r o d u c t  d e s i g n  i s  t he  f i r s t  s t e p  i n  the  manu­

f a c t u r e  o f  a p r o d u c t  and t he  i m p a c t  o f  c o s t  c o n t r o l  and c o s t  r e d u c ­

t i on  e f f e c t e d  a t  t h i s  s t a g e  i s  f e l t  t h r o u g h o u t  ^he m a n u f a c t u r i n g  

l i f e  o f  the  p r o d u c t .  I t  has  the g r e a t e s t  s cope  w i t h  i m p a i r i n g  

q u a l i t y  o f  the  p r o d u c t .  In o r d e r  to b r i n g  i mp r ov e me nt ,  t he  f o l l o ­

wing a r e a s  shou l d  be l o o k e d  i n t o *

( a )  Des i gn  o f  p r o d u c t i o n  method,

( b )  De s i gn  o f  t o o l s ,  equ i pment s  and m a c h i n e r y ,

( c )  Method s t a n d a r d i s a t i o n ,  and

( d )  L a yo u t  o f  b u i l d i n g ,  ma c h i n e r y ,  t r a n s p o r t  e qu i pme nt  e t c .

( i i )  F a c t o r y  O r g a n i s a t i o n  and M e t h o d s * F a c t o r y  o r g a n i s a t i o n  

and p r o d u c t i o n  method a l s o  p r o v i d e  w i d e  s cope  f o r  c o s t  c o n t r o l  and  

c o s t  r e d u c t i o n  as  t h e r e  i s  eve ry  p o s s i b i l i t y  o f  i m p r o v i n g ,  s t a n d a r ­

d i s i n g  and s i m p l i f y i n g  p r o d u c t i o n  met hods  and p r o c e s s ,  a d o p t i o n  o f
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new m a n u f a c t u r i n g  t e c hn i q u e s ^  new p r o c e s s e s ,  new p r o d u c t i o n  met hods ,  

new o r g a n i s a t i o n  methods ,  e t c .  In o r d e r  to c o s t  c o n t r o l  and c o s t  

r e d u c t i o n  the  programme shou l d  be f o U o w e d i

( a )  M a t e r i a l  C o n t r o l  i P u r c h a s i n g ,  r e c e i v i n g ,  i n s p e c t i o n ,  

s t o r a g e ,  h a n d l i n g ,  s t o c k ,  i s s u e  e t c ,

( b )  L a b ou r  C o n t r o l ! R e c r u i t me n t ,  t r a i n i n g ,  p l a c e m e n t ,  

p r o mo t i o n ,  work s tudy ,  r e m u n e r a t i o n s ,  p r o d u c t i v i t y ,  

t u r n o v e r ,  o v e r t i m e  e t c ,

( c )  Ove r head  C o n t r o l ! C l a s s i f i c a t i o n ,  d i s t r i b u t i o n ,  a l l o c a ­

t i o n ,  a p p o i n t me n t ,  a b s o r p t i o n  e t c ,

( d )  P r o d u c t i o n  p l a n n i n g  and c o n t r o l .

( e )  S e r v i c e s  to p r o d u c t i o n  d e p a r t m e n t s ,

( f )  System a n a l y s i s  and d e v e l o p me n t ,

( i i i )  M a rk e ti  n q ! M a r k e t i n g  e mb r a ce s  both  s e l l i n g  and d i s t r i ­

b u t i o n  f u n c t i o n s  which a l s o  p r o v i d e  an i m p o r t a n t  a r e a  o f  c o s t  con­

t r o l  and c o s t  r e d u c t i o n  i n c l u d e s *

( a ) Ma r k e t  r e s e a r c h .

( b ) A d v e r t i  semen t .

( c ) S a l e s  o f f i c e ,

( d ) Warehou s in g.

( e ) P a c k i n g ,

( f ) Di s t r i  bu t i  on ,

( g ) A f t e r - s a l e s  s e r v i c e ,

( h ) T r a n s p o r t  e t c .
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( i v )  F i  nan c e l F i n a n c e  i s  o n e  o f  t h e  c r i t i c a l  a n d  s e n s i t i v e  

a r e a s .  T h e  ma i n  o b j e c t  o f  c o s t  c o n t r o l  a n d  c o s t  r e d u c t i o n  i n  t h i s  

r e g a r d  i  s t o  a c h i e v e  maximum r e t u r n  on t h e  c a p i t a l  e m p l o y e d  w h i c h  

can be a c h i e v e d  by m a k i n g  o p t i mu m u t i l i s a t i o n  o f  f i n a n c i a l  r e s o u r ­

c e s .  I t  may be m e n t i o n e d  t h a t  f r o m  t h e  o w n e r ' s  p o i n t  o f  v i e w  w a s t e

o f  c a p i t a l  i s  a g r e a t e r  d a n g e r  t h a n  any  o t h e r  form o f  w a s t e  i n

i n d u s t r y .  T he  o b j e c t i v e s  o f  f i n a n c i a l  m a n a g e m e n t  s h o u l d  c o v e n

( a )  B e t t e r  u t i l i z a t i o n  o f  f i x e d  a s s e t s ;

( b )  B e t t e r  i n v e n t o r y  c o n t r o l ;

( c )  Optimum use  o f  wo r k i ng  c a p i t a l ;

( d )  B e t t e r  u t i l i z a t i o n  o f  p r o d u c t i v e  c a p a c i t y ;

( e )  B e t t e r  r e t u r n  on c a p i t a l  e m p l o y e d ,  e t c .

Dhaka University Institutional Repository



CH/i PTHR -  I I I

ECONOMICS OF FErtTlLlZHH a N D N£ED 
FOR COST m i n i m i z a t i o n

3 . 0  1 F E R T I L l Z S a -  I T S  Ot UGI N

The l i t e r a l  meaning  o f  t he  term ' f e r t i l i z e r '  i s  manure  whi ch i s  

the  food f o r  p l a n t s .  F e r t i l i z e r  has  been d e f i n e d  by d i f f e r e n t

w r i t e r s ^  i n  d i f f e r e n t  ways  bu t  the  c e n t r a l  theme refna ins  the  same.
d e f i n a t i o n s  t h a t  the  f e r t i l i z e r  I s  t he  

I t  may be o b s e r v e d  from the  sur vey  o f  av a i  l a  b l  e/su b s t anc  e t h a t  p r o ­

v i d e s  the e s s e n t i a l  c h e mi c a l  e l e me n t s ,  b e i n g  compounded w i t h  the  

s o i l ,  to the  p l a n t  f o r  i t s  r e q u i r e d  n u t r i t i o n  and norma l  g r owt h .

The t h r e e  e s s e n t i a l  e l e me n t s  neede d  by t he  p l a n t s ,  and p l a n t s  

can no t  l i v e  w i t h o u t  t h e s e  p r i ma r y  n u t r i t i o n a l  e l e m e n t s ,  v i z . ,  

n i t r o g e n ,  p h o s p h o r u s  and p o t a s s i u m .  Of  s e c o nd a r y  i m p o r t a n c e  a r e  

c a l c i u m,  magnesium and s u l p h e r ,  and i n  s m a l l e r  q u a n t i t i e s  o f  b a r o n ,  

c h l o r i n e ,  c o b a l t ,  c o p p e r ,  i r o n ,  mang a ne se ,  molybdenum and z i nc  

-  C a l l e d  mi c ronu t r l  en t s  o r  t r a c e  e l e me n t s .  P l a n t s  o b t a i n  a l l  t h e s e  

e l ement s  from the s o i l .  They mugt  be added  to s o i l s  d e f i c i e n t  i n  

them b e c a u s e  o f  n a t u r a l  c o n d i t i o n s ,  l e a c h i n g  o r  i n t e n s i v e  c r op  c u l t i ­

v a t i o n .

1. ( a )  L e x i c on  U n i v e r s a l  E n c y c l o p e d i a . Volume 8/ F ,  L e x i c o n  P u b l i c a ­
t i o n s ,  I n c . ,  New Yo r k ,  1983,  p . 6 1 .

( b )  Funk & W a q n a l l s  New E n c y c l o p e d i a . Volume 9,  p . 429.

( c )  The E n c y c l o p e d i a  A m e r i c a n a . Volume 11, I n t e r n a t i o n a l  e d i t i o n ,  
G r o l i e r  I n c o r p o r a t e d  I n t e r n a t i o n a l  H e a d q u a r t e r s ,  Da nbur y ,  USA,
1983,  p .  132.

( d )  C o l l i e r ' s  S n c v c l o o e d i  a . Volume 8 , New Yo r k ,  1956,  p . l 6 ,

( e )  U n i t e d  N a t i o n s ,  F e r t i  l i  z e r  M a n u a l . New Yo r k ,  1980,  p , 3 2 .
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D i f f e r e n t  k i n d s  o f  s u b s t a n c e  such a s ,  an i ma l  e x c r e me n t ,  s t r aw,  

and o t h e r  p l a n t  m a t e r i a l s  e t c ,  t h a t  were  mo s t l y  a s  f e r t i l i z e r s  u s ed  

i n  a n c i e n t  t i me s  c o n t a i n e d  one o r  more o f  the  t h r e e  e s s e n t i a l  e l e ­

ments  ment i on  i n  the a b o v e .

S i nce  Roman t i me s ,  Ma r l  and o t h e r  l i m i n g  m a t e r i a l s  have  been 

Used to s upp l y  c a l c i um and s i m u l t a n e o u s l y  to r e d u c e  the s o i l ' s  

a c i d i t y .  "The  v a l u e  o f  an i ma l  manure  f o r  i m p r o v i n g  t he  p r o d u c t i v i t y

o f  l a n d ,  was  r e c o g n i z e d  p e r h a p s  a s  e a r l y  as  the  b e g i n n i n g  o f  a g r i c u l .

2
ture ' * ,  P l i my  the E l d e r *  w r i t i n g  i n  the  1s t  Ce nt u r y  AD,  e x p l o r e d  

the u s e  o f  g r een  manures  and the  v a l u e  o f  a s h e s ,  whi ch c o n t a i n e d  

p o t a s h ,  a s o u r c e  o f  p o t a s s i u m .  Greco-Roman a g r i c u l t u r a l  w r i t e r s  

enumerated the  m e r i t s  o f  u s i n g  the dung o f  b i r d s  and p o u l t r y  and 

the e x c r e t a  o f  h o r s e s ,  cows ,  g o a t s ,  sheep and humans f o r  d i f f e r e n t  

s o i l s  and c r o p s ,  a s  w e l l  a s  d e s c r i b i n g  the  b e n e f i t s  o f  compost  p r e ­

p a r e d  from dung,  v i n e s ,  s t r a w ,  s t a l k s ,  l e a v e s ,  weeds  and o t h e r  t r a s h ,  

Most  o f  the  e a r l y  f e r t i l i z e r  p r o d u c t s ,  hovvever,  wer e  made f rom a g r i ­

c u l t u r a l  and i n d u s t r i a l  r e s i d u e s *  an i ma l  manure s ,  b l o o d  and b o ne s  

from b u t c h e r e d  c a t t l e ,  c o t t o n  seed me a l ,  f i s h  s c r a p s ,  and c a s t e r  

pomace.  The E l i z a b e t h a n  p h i l o s o p h e r ,  S i r  F r a n c i s  Bacon,  was  the  

f i r s t  to d e s c r i b e  s c i e n t i f i c  r e s e a r c h  on F e r t i l i z e r s  made f rom com-
3

p o s t s  and manures .  The 17th c e n t u r y  a l c h e m i s t  Johann G l a n b e r  d i s ­

c o v e r e d  a method o f  p r e p a r i n g  s a l t p e t e r  and commented on i t s  u s e  as  

a f e r t i l i z e r ,  whi ch m i g h t  be c a l l e d  the f i r s t  c o m p l e t e  m i n e r a l  f e r t i ­

l i z e r .  The Second John Vuinthsop ( l 6 0 6 - 7 6 ) ,  a f o u n d e r  o f  t h e  Connec t i  

cut  c o l o n i e s ,  e s t a b l i s h e d  a j o i n t  s tock company f o r  m a n u f a c t u r i n g

2. L e x i c on  U n i v e r s a l  E n c y c l o p e d i a . L e x i on  P u b l i c a t i o n s ,  I n c . ,
New Yo r k ,  1983,  p . 6 l .

3« I bi  d . , p . 6 1,
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s a l t p e t e r  f rom t he  e x c r e t a  o f  farm a n i m a l s ,  t hus  becomi ng  the  f i r s t  

f e r t i l i z e r  m a n u f a c t u r e r  i n  the  U n i t e d  S t a t e s .  The f o u n d a t i o n  f o r  

the  modern f e r t i l i z e r  i n d u s t r y  was l a i d  by L i e b i g ,  s t a r t i n g  i n  184o f  

In 1842,  t he  E n g l i s h  a g r i c u l t u r i s t  S i r  John Lawes  r e c e i v e d  a p a t e n t  

f o r  p r o d u c i n g  a more  s o l u b l e ,  and hence  more  e f f e c t i v e ,  form o f  

p h os p h a t e  by t r e a t i n g  bones  w i t h  s u l f u r i c  a c i d .  H i s  method ,  w i t h  

which the f i r s t  S u p e r p h os p h a t e  was p r o d u c e d ,  marked the  b e g i n n i n g  

o f  the c he mi c a l  f e r t i l i z e r  i n d u s t r y .  O t h e r  f o l l o w e d ,  and by 1853 

t h e r e  wer e  14 m a n u f a c t u r e r s  i n  t he  U n i t e d  Kingdom and s e v e r a l  i n  

o t h e r  c o u n t r i e s .  By 1870,  80 f a c t o r i e s  wer e  r e p o r t e d  to be o p e r a ­

t i n g  i n  the  U n i t e d  Kingdom.

F e r t i l i z e r s  may be b r o a d l y  c l a s s i f i e d  unde r  two c a t e g o r i e s  

e . g .  n a t u r a l  f e r t i l i z e r s  and chemi ca l  o r  s y n t h e t i c  f e r t i l i z e r s .  

However ,  I n  v i e w  o f  the scope  o f  t h i s  p r e s e n t  r e s e a r c h  work as  

a l r e a d y  ment i one d  i n  c h a p t e r  I ,  p a g e - 1 9 ,  the s u b s e q u e n t  s tudy w i l l  

be e n t i r e l y  based  on the  a s p e c t s  r e l a t i n g  to Chemi ca l  F e r t i l i z e r  

as  a ' C o n c e n t r a t e d  p l a n t  f o o d ' . ^

4. U n i t e d  N a t i o n s ,  “ F e r t i l i z e r  Manual * * . New Y o r k ,  1980,  p . 3.

5. Lex i c on  U n i v e r s a l  £n cv cl  op edl  a . Volume 8/ F ,  L e x i c o n  P u b l i c a ­
t i o n s ,  I n c . ,  New Yo r k ,  1983,  p . 6 l .

6 . S a t t e r ,  M . A . ,  " F e r t i l i z e r s  » No t  too  Much,  No t  too L e s s " ,
The New N a ti  on ( E n g l i s h  Da i l y  N e w s p a p e r ) ,  Dhaka,  A u g u s t  29,  
1 9 8 6.

Dhaka University Institutional Repository



85

3.02 FE i U l L I Z ER -  I T S  EFFECT ON AGRICULTURAL  
OUTPUT AND FOOD SEL F-5U F FI Cl EN CY i

L i k e  the  F i r s t  F i v e - Y e a r  P l a n ,  t he  T wo - Ye a r  P 1 an i t he  Second  

F i v e - Y e a r  P l a n  and the  Th i r d  F i v e - Y e a r  P l a n  o f  B a n g l a d e s h  a l s o  

emphas i zed  on r u r a l  d e v e l o p me n t  w i t h  f ood  and a g r i c u l t u r e  as  i t s  

c e n t r e - p i e c e .  A l t h o u g h  i n  1984-85 c o u n t r y  p r o d u c e d  16 . 12  m i l l i o n  

tons  o f  c e r e a l  f ood but  the s e l f - s u f f i c i e n c y  i n  f ood  g a i n s  was  i n  

f a c t  l a c k i n g .  In a t t a i n i n g  s e l f - s u f f i c i e n c y  i n  f ood  by 1989-90,  

the P l a n n i n g  Commiss ion i n  the Th i r d  F i v e  Y e a r  P l a n  has  s e t  o v e r  

a l l  p r o d u c t i o n  t a r g e t  o f  20 ,7  m i l l i o n  t o n s  o f  c e r e a l  f o o d , ^  As  a 

r e s u l t ,  the chemi ca l  f e r t i l i z e r  has  become t h e  p i v o t  o f  a l l  modern  

a g r i c u l t u r a l  i n p u t s  t h a t  a r e  e s s e n t i a l l y  r e q u i r e d  i n  a t t a i n i n g  the  

h i g h e r  p r o d u c t i o n  t a r g e t  v i s - a - v i s  s e l f - s u f f i c i e n c y  i n  f o o d  p r o d u c -  

ti  on.

B a n g l a d e s h  must  c o n c e n t r a t e  on y i e l d  i mp r ov e me n t  f o r  i n c r e a s i n g
g

f ood g r a i n s  p r o d u c t i o n  i n  f u t u r e .  In r e c e n t  s t u d i e s  i t  ha s  been 

o b s e r v e d  t h a t  the p r o d u c t i v i t y  s c a l e  i n  B a n g l a d e s h  r a n k s  v e r y  l ow  

compared w i t h  o t h e r  d e v e l o p i n g  c o u n t r i e s  i n  A s i a  and A f r i c a .  The 

A s i a n  Deve l opment  Bank has  conduc t ed  c a s e  s t u d i e s  on t h r e e  c o u n t r i e s

7,  Government  o f  the P e o p l e ’ s R e p u b l i c  o f  B a n g l a d e s h ,  The Thi rd 
F i v e  Y e ^ r  P l a n i  1 985 - 90 . ( Dhaka i  P l a n n i n g  Commi s s i on ,  19857,  
p . 165.

8 . ( a )  A l a m g i r ,  Mo h i u d d i n ,  "Some A s p e c t s  o f  B a n g l a d e s h  A g r i c u l t u r e i
Rev i ew o f  P e r f o r m a n c e  and E v a l u a t i o n  o f  P o l i c i e s " ,  The B a n g l a ­
desh Deve l opment  S t u d i e s . ( Dha ka i  The B a n g l a d e s h  I n s t i t u t e  o f  
Deve l opment  S t u d i e s ,  V o l .  3, No.  3, 1975 ) ,  p . 261 ,

( b )  H o s s a i n ,  Mahabub,  “ Food G r a i n  P r o d u c t i o n  i n  B a n g l a d e s h i  
P e r f o i m a n c e ,  P o t e n t i a l  and C o n s t r a i n t s " ,  The B a n g l a d e s h  
Deve l opment  S t u d i e s . ( Dhaka i  The B a n g l a d e s h  I n s t i t u t e  o f  
Deve l opment  S t u d i e s ,  V o l .  v i i l ,  no.  I d2 ,  1980 ) ,  p , 4 5 .

Dhaka University Institutional Repository



86

B a n g l a d e s h ,  M a l a y s i a  and Ko r e a ,  t h a t  show the r e l a t i v e  p o s i t i o n
(

o f  the  t h r e e  c o u n t r i e s  i n  r e s p e c t  o f  r u r a l  d e v e l o p m e n t  e x p e r i  en—c e s ’ 

and the  f o l l o w i n g  t a b l e  ( T a b l e - 3 , 9 l )  makes  the  p i c t u r e  c l e a n

Tab l e  -  3 . 01

Key I n d i c a t o r s  i n  B a n g l a d e s h ,  M a l a y s i a  and  
R e p u b l i c  o f  Ko r e a .

j In di ca to r Y e a r Ban g l a -  ]
d esh

[  M a l a y -  
si  a

R e p u b l i c  j 
o f  Ko r e a  J

1  A g r i c u l t u r e  a s  % o f  GDP 198 4 54 22 14 [
*  P e r c e n t a g e  o f  w o r k f o r c e
* i n  a g r i c u l t u r e 1984 74 36 27 j

1 Y i e l d  o f  paddy ( kg/ha ) 1983 2,047 2,867 6, 20 3 {
J  I n d e x  o f  p e r  c a p i t a  f ood  
* p r o d u c t i o n  
1  ( B a s e  1974-76 = 100)

!
1983 100 112 116 j

The a b o v e  t a b l e  d i s c l o s e s  t h a t  a g r i c u l t u r e  a s  p e r c e n t a g e  o f  

Gr o s s  Domes t i c  P r o d u c t s  (GDP)  i n  1984 o f  B a n g l a d e s h ,  M a l a y s i a  and 

Re p u b l i c  o f  Ko r ea  were  a s  54,  22 and 14 r e s p e c t i v e l y .  And the p o s i ­

t i on  i n  r e s p e c t  o f  paddy  p r o d u c t i o n  i s  2 , 0 4 7 ,  2 , 867 and 6 , 2 0 3  ( k a / h a )  

o f  B a n g l a d e s h ,  M a l a y s i a  and R e p u b l i c  o f  Ko r e a  r e s p e c t i v e l y .  I t  i s  

a l s o  c l e a r  t h a t  though B a n g l a d e s h  d e p e n d s  mo s t l y  on a g r i c u l t u r a l  

s e c t o r ,  i t s  p o s i t i o n  i n  paddy p r o d u c t i o n  ( w h i c h  i s  i t s  s t a p l e  f o o d )  

i s  t he  l o w e s t .  A d a i l y  news  p a p e r  o f  B a n g l a d e s h  i n  an e d i t o r i a l  

s t a t e d  t h a t  a g r i c u l t u r e  c o n t i n u e d  to be the m a j o r  s e c t o r  i n  the

9.  A s i a n  Deve l opment  Bank,  Rura l  Da ve l ooment  i n  A s i a  nnd P a c i f i c .
l l a i  P a p e r s  and P r o c e e d i n g s  o f  the  A s i a n  De v e l o p me n t  Bank,  

Re g i o na l  Seminar  on Rura l  De ve l opme nt ,  V o l .  I ,  15 - 23  O c t o b e r ,  
1984 ) ,  p . 78 .
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economy o f  Ba n g l a d e s h  I t  a l s o  h e l d  the  v i e w  t h a t  some s i x t y  p e r c e n t  

o f  the G r o s s  N a t i o n a l  P r o d u c t  came from t h i s  s e c t o r ,  The T h i r d  

F i ve  Y e a r  P l an  o f  the Government  o f  the  P e o p l e ' s  R e p u b l i c  o f  B a n g l a ­

desh s t a t i s t i c a l l y  shows t h a t  though t h e r e  w i l l  be  some f a v o u r a b l e  

g e n e r a l  change i n  our  GDP s t r u c t u r e  i n  1989-90 from t h a t  o f  1984- 85 ;  

but  s t i l l  GDP w i l l  be domi na t ed  by t he  a g r i c u l t u r e  s e c t o r  i . e .  

a g r i c u l t u r e  a l o n e  c o v e r s  4 6 , 9 %  o f  the  t o t a l  GDP,^^

I t  t r a n s f i r e s  from the  above  t h a t  ' t h e  f ood  p r ob l em i s  one o f

the most  c r i t i c a l  a s p e c t s  o f  B a n g l a d e s h ' s  s t r u g g l e  to a c h i e v e

12economic d e v e l o p m e n t ' .  The Wor l d  Bank,  i n  i t s  a n nua l  r e p o r t

s t a t e d  t h a t  c o u n t r i e s  l i k e  I n d i a ,  P a k i s t a n  a^d  Sr i  Lanka a c h i e v e d

v i r t u a l  s e l f - s u f f i c i e n c y  i n  f ood g r a i n s ,  w h i l e  B a n g l a d e s h  had o n l y

made a program f o r  a c h i e v i n g  s e l f - s u f f i c i e n c y  i n  f ood  by the end o f

the d e c a d e . T o  a c c e l e r a t e  the p a c e  o f  i n d u s t r i a l i s a t i o n ,  t he

government  o f  B a n g l a d e s h  announced t he  I n d u s t r i a l  P o l i c y - 1 9 8 6  w i t h

the  o b j e c t i v e ,  among o t h e r s  p r omot e  a g r o - b a s e d  and a g r o - s u p p  o r t i  v e

i n d u s t r i e s  to i n c r e a s e  c o n t r i b u t i o n  o f  i n d u s t r i a l  s e c t o r  to GDP and

14r e s o u r c e  a u g me n t a t i o n .

10. The Ba n g l a d e s h  O b s e r v e r .  " S t a k e  i n  A g r i c u l t u r e " ,  ( Dh a k a i
7 th J anua ry , 1987 ) ,

11. Government  o f  the  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  The Th i r d  
F i ve  Y e a r  P l an  ( Dhaka*  P l a n n i n g  Commi ss i on ,  198 5 ) ,  p .  44,

12. Mahmud, Wa h l dudd i n ,  “ Deve l opment  S t r a t e g y  and the  P r ob l e m o f  
Food Supply  i n  B a n g l a d e s h " ,  The Bang l ^de nh  De v e l opme nt  S t u d i e s .  
( Dhaka*  The B a n g l a d e s h  I n s t i t u t e  o f  De ve l opme nt  S t u d i e s ,  
V o l . v i i i ,  N o . l < i 2 , 1980,  p . 71.

13. Wo r l d  Bank,  The Wor l d  Bank a n nu a l  Re po r t  1986. ( Wa shi  n gton , D. C, ,
1986 ) ,  p . 99.

14. Government  o f  the  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  I ndu s t r l  a l 
P o l l  c v -  1986. ( Dha ka i  M i n i s t r y  o f  I n d u s t r i e s ,  1986 ) ,  p . l .
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In r e c e n t  y e a r s  the i n t r o d u c t i o n  o f  the  High Y i e l d i n g  V a r i e t y

(HYV)  s eeds  and f e r t i l i z e r s ,  has  been a c c e p t e d  a s  a m a j o r  p o l i c y

measur e  i n  the  a g r i c u l t u r e  o f  the  d e v e l o p i n g  c o u n t r i e s  f o r  t he

pr i mary  o b j e c t i v e  o f  a t t a i n i n g  s e l f - s u f f i c i e n c y  i n  f o o d g r a i  n s,

A c c o r d i n g  to Mahabub H o s s a i n ,  i n  B a n g l a d e s h  the  l o n g - t e r m  ( 1949 - 84 )

t r e nd  r a t e  g rowth i n  a g r i c u l t u r a l  o u t p u t  i s  2 .0  p e r  c e n t  p e r  annum

16agai r^st  a r a t e  o f  p o p u l a t i o n  g r owth  o f  a b o u t  2 ,6  p e r  c e n t .  That

I s  why, Mohi udd i n  A l a m g i r  and L . J .  B e r l a g e ,  c l e a r l y  s t a t e s  t h a t  i f

Bang l ad e s h  i s  to a t t a i n  f ood  s e l f - s u f f i c i e n c y  a t  a r e a s o n a b l e  p r i c e

i n  the n e a r  f u t u r e ,  r i c e  p r o d u c t i o n  must  g r ow a t  f a s t e r  r a t e  than

t h a t  o b t a i n e d  from the  p r e s e n t  t r e n d .  A f amous  e n g l i s h  d a i l y  i n

Dhaka i n  i t s  e d i t o r i a l ,  c a t e g o r i c a l l y  d e s c r i b e d  t h a t  f ood was  a

18p r i o r i t y  i t em and had to be ke p t  a b o v e  p o l i t i c s .

19In t he  U n i t e d  S t a t e s ,  C h r i s t e n s e n  and S t e v e n s  e s t i m a t e d  t h a t  

about  o f  U . S .  g r a i n  y i e l d  i n c r e a s e d  o v e r  the 1940 - 55  p e r i o d  was

due to f e r t i l i z e r ,  w h i l e  t he  C o u n c i l  f o r  A g r i c u l t u r a l  S c i e n c e  and

20Technol ogy  ( Ca ST) e s t i m a t e d  t h a t  a b o u t  o n e - t h i r d  o f  U . S .  g r a i n  

p r o d u c t i o n  was due to f e r t i l i z e r .

15. Muqtada ,  M, ,  "The S e e d - F e r t i  l i  z e r  T e c hno l og y  and S u r p l u s  La b ou r
i n  B a n g l a d e s h  A g r i c u l t u r e " ,  The B a n g l a d e s h  De v e l o p me nt  S t u d i e s . 
( Dhaka i  The Ba n g l a d e s h  I n s t i t u t e  o f  De ve l opme nt  Studi  es ,  V o l . 3,  
N o . 4,  1975 ) ,  p.  403.

16. H o s s a i n ,  Mahabub,  " A g r i c u l t u r a l  De ve l opme nt  i n  B a n g l a d e s h *  A 
H i s t o r i c a l  P e r s p e c t i v e " .  The B a n g l a d e s h  De v e l o p me n t  S t u d i e s . 
( Dhaka i  The B a n g l a d e s h  In s t i  tu t e  o f  Dev'el  opm en t Stud l  e s,
V o l . x i i ,  No.  4, 1984 ) ,  p . 52.

17. A l a m g i r ,  Mohi udd i n  and B e r l a g e ,  L . J . ,  " F o o d g r a i n  ( R i c e  and V.heat )
demand,  i mp o r t  and p r i c e  p o l i c y  f o r  B a n g l a d e s h " ,  ( Th e Ban q l  ad e sh 
Economi c Reyi ew. ( Dhaka i  B a n g l a d e s h  I n s t i t u t e  o f  De v e l o p me nt  
tconomi  c s,  V o l . 1, N o . l ,  1973 ) ,  p . 44.

18. The B a n g l a d e s h  O b s e r v e r . "Need and Suppl y  o f  Fo o d " ,  ( Dhaka*  
November  6 , 198o^

19. C h r i s t e n s e n ,  R.V'/. and S t e v e n s ,  fi. , "How U n i t e d  S t a t e s  I mpr ov e d
I t s  A q r i  c u l t u  r e " ,  U SDA, ERS F o r e i g n  A q r i  c u l t u r a l  Er.onomic R e o o r t  
N o . 7 6 . ( W a s h i n g t o n ,  D, fc,', ' 19 64 ) , ------- --------------------  ------

20.  Co u n c i l  f o r  A g r i c u l t u r a l  S c i e n c e  and T e c h n o l o g y ,  The US F e r t i  l i  z e r  
S i t u a t i o n  and O u t l o o k . ( l owaJ  I owa  S t a t e  U n i v e r s i t y  P r e s s ,  197 4;  . "
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From t ime to t ime the  U n i t e d  N a t i o n s  c a l l e d  m e e t i n g s  f o r  d i s ­

c u s s i o n s  and d e l i b e r a t i o n  on the  common p r o b l e m s  o f  i t s  member coun­

t r i e s  i n the f e r t i l i z e r  s e c t o r .  The F i r s t  C o n s u l t a t i o n  M e e t i n g  on 

the  F e r t i l i z e r  I n d u s t r y  was  h e l d  on 17-21 J a n u a r y ,  1977 i n  V i e n n a ,  

the Second C o n s u l t a t i o n  M e e t i n g  on the  F e r t i l i z e r  I n d u s t r y  was  h e l d  

on 6-10 November ,  1978,  i n  A u s t r i a ,  the  Th i r d  C o n s u l t a t i o n  M e e t i n g  

on the F e r t i l i z e r  I n d u s t r y  was h e l d  on 29 Se p t e mb e r -  2 O c t o b e r  1980 

i n  B r a z i l  and so on .  These m e e t i n g s  were  a t t e n d e d  by I n t e r n a t i o n a l  

O r g a n i z a t i o n s  and meiriber c o u n t r i e s  r e p r e s e n t i n g  g o v e r n me n t s ,  i n d u s t r y ,  

l a b o u r  and consumer  g r o u p s .

The F e r t i l i z e r  C o r p o r a t i o n  o f  I n d i a  ( F C I )  was s e t  up i n  1961

to s e r v e  a s  a t e c h n o l o g y  b a s e  f o r  t he  c o u n t r y  w i t h  t he  o b j e c t i v e  o f

a c h i e v i n g  s e l f - r e l i a n c e  i n  a l l  a s p e c t s  o f  f e r t i l i z e r  s c i e n c e  and

21t e c h n o l o g y .

In B a n g l a d e s h ,  f e r t i l i z e r  has become p o p u l a r  i n  i n c r e a s i n g  farm 

o u t p u t .  The use  o f  o p t i ma l  d o s e s  o f  f e r t i l i z e r  i n  t he  h i g h  y i e l d i n g

v a r i e t i e s  i s  becoming  i n c r e a s i n g l y  c r u c i a l  i n  the  modern s e e d - b a s e d

22
and i r r i g a t i o n - o r i e n t e d  t e c h n o l o g y .

I t  may be  c o n c l u d e d  t h a t  a s t e ady  g r o w t h  i n  f e r t i l i z e r  consump­

t i on  i s  e s s e n t i a l  to i n c r e a s e  a g r i c u l t u r a l  o u t p u t  and to a c h i e v e  the  

c o u n t r y ' s  f ood s e l f - s u f f i c i e n c y .

21, Ghosh,  Sai  1 endran a t h , " F e r t i l i z e r  Tec hno l og y  t F r a c t u r e d  P r o f i l e
o f  Se l  f - r l e l i  an c e " ,  Economic and P o l i t i c a l  Vi ieeklv. ( Bombayi
V o l .  xxi  , no,  16, A p r i l  19, 1986 ) .

22,  The New N a ti o n . " F e r t i l i z e r  and I n c e n t i v e  P r i c e s " ,  ( Dh a k a i
E d i t o r i a l ,  28th A p r i l ,  198 6 ) .
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Vnell known a c a d e mi c i a n  G.M. Desdi  i s  o f  t he  o p i n i o n  t h a t  ' t h e

23
emphas i s  on i n c r e a s e d  use  o f  f e r t i l i z e r  i s  easy to u n d e r s t a n d , '  In

the f o r e g o i n g  d i s c u s s i o n ,  the r e a s o n  f o r  e mp h a s i z i n g  the i n c r e a s e d

Use o f  f e r t i l i z e r  has  been made c l e a r  and easy  to u n d e r s t a n d .  In

t h i s  c o n n e c t i o n ,  P , C ,  Ban si 1 f u r t h e r  s t a t e s  t h a t  c h e mi c a l  f e r t i l i z e r

p l a y s  an i m p o r t a n t  r o l e  i n  any scheme f o r  b o o s t i n g  up a g r i c u l t u r a l  

24
o u t p u t .  A . K. M,  M o s h a r r a f  H o s s a i n ,  Cha i r man ,  B a n g l a d e s h  Chemi ca l  

I n d u s t r i e s  C o r p o r a t i o n ,  h o l d s  the v i e w  t h a t  B a n g l a d e s h  p r o d u c e d

7 m i l l i o n  t on s  o f  f ood g r a i n s  i n  1950 w i t h o u t  u s i n g  c h e mi c a l  f e r t i ­

l i z e r  and i n  1985 the  consumpt i on  o f  f e r t i l i z e r  s t ood  a t  1 . 4  m i l l i o n  

tons  i n  our  count r y  and the a g r i c u l t u r a l  p r o d u c t i o n  i n c r e a s e d  to

16 m i l l i o n  t on s .  Mr ,  Hos s a i n  a r g u e d  t h a t  g e n e r a l l y ,  w i t h  the

a p p l i c a t i o n  o f  one  ton o f  f e r t i l i z e r ,  a g r i c u l t u r a l  p r o d u c t i v i t y

25
i n c r e a s e d  to 5 t on s ,  Ba n g l a d e s h  A g r i c u l t u r a l  De v e l o p me n t  C o r p o r a ­

t i on  on the  b a s i s  o f  i t s  twenty  f i v e  y e a r s  o f  e x p e r i e n c e s  s t a t e d  

t h a t  f e r t i l i z e r  b e i n g  t h e  s o u r c e  o f  p l a n t  f ood  c o n t r i b u t e d  a r o und

2 650% o f  t he  i n c r e a s e d  p r o d u c t i o n  o b t a i n e d  on a c c o u n t  o f  i n p u t s  u s e .  

Ex p e r i e n c e  i n  many d e v e l o p e d  c o u n t r i e s  a s  w e l l  a s  f i e l d  t r i a l s

23. De s a i ,  Gunvant  M, , Growth o f  F e r t i l i z e r  Uge i n  I n d i a n  A g r i c u l ­
t u r e  I P a s t  Tr ends  and Fu t u r e  Demand. ( New Y o rk i C o r n e l  
U n i v e r s i t y ,  1968 ) ,  p . 5.

I

24, B a n s i l ,  P . C . ,  A g r i c u l t u r a l  P r o b l e m s  o f  I n d i a ,  ( New De l h i  i 
Ox f o r d  & IBH P u b l i s h i n g  Co . ,  1981 ) ,  p . 117.

2b,  Hos s a i n ,  rt .K.M,  M o s h a r r a f ,  " F e r t i l i z e r  I n d u s t r y  i B l u e p r i n t  f o r  
Tomorrow" ,  The B a n g l a d e s h  O b s e r v e r . ( Dh a k a i  26th F e b r u a r y ,  1987 ) ,

26, B a ng l a d e s h  A g r i c u l t u r a l  Deve l opment  C o r p o r a t i o n ,  Twenty F i v e  
Y e a r s  o f  BADC : 1961 to 1986. ( Dhaka  1986 ) ,  p. 11 .

3 . 0  3 U S E S  OF F E R T I L I Z E R  rtM D I T S  CON SUMP T l C N
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conduct ed  by the  Food and A g r i c u l t u r e  O r g a n i s a t i o n  ( FAO)  i n  the

d e v e l o p i n g  c o u n t r i e s  have  shown t h a t  the  a p p l i c a t i o n  o f  one ton o f

f e r t i l i z e r  can i n c r e a s e  t he  y i e l d  o f  f ood  g r a i n ' s  by f i v e  to ten 

27t ons .  F e r t i l i z e r ,  when us e d  i n  c o mb i n a t i o n  w i t h  the  o t h e r  i n p u t s  

such as h i g h - y i e l d i n g  v a r i e t i e s  and i r r i g a t i o n  w a t e r ,  r e s u l t s  i n

p o s i t i v e  i n t e r a c t i o n  t h e r e b y  i n c r e a s i n g  f u r t h e r  i t s  c o n t r i b u t i o n

28to y i e l d ,  whi ch a s  a r e s u l t  i n c r e a s e s .  B a n g l a d e s h i  e c o n o mi s t  

s t a t e s  t ha t  the u s e  o f  f e r t i l i z e r  i s  m a i n l y  d e p e n d e n t  on the  c r o p s  

grown and t h e i r  p r o d u c t i v i t y . ^ ^

An e x p e r t  v i e we d  t h a t  a g r i c u l t u r a l  p r o d u c t i o n  de pended  on the  

c u l t i v a b l e  a r e a  and the p r o d u c t i v i t y  p e r  u n i t  o f  land,^® Mi s hr a  and 

M o r a t h i a  a r g ue d  t ha t  f e r t i l i z e r s  c o u l d  be s u b s t i t u t e d  f o r  l a n d  such

t h a t  a g i ven  l e v e l  o f  paddy o u t p u t  can be p r o d u c e d  w i t h  l e s s  l a n d

31and more f e r t i l i z e r s .  Khan and Heady s t a t e d  t h a t  one ton o f

f e r t i l i z e r  n u t r i e n t  r e p l a c e d  101. 55 a c r e s  and 33.58 a c r e s  o f  l a n d

32i n  p r o d u c t i o n  o f  wheat  and paddy r e s p e c t i v e l y .

27. Un i t e d  N a t i o n s ,  F e r t i l i z e r  I n d u s t r y . UNIDO,  Mo n o g r a p hs  on I n d u s ­
t r i a l  Deve l opment ,  i n d u s t r i a l i z a t i o n  o f  D e v e l o p i n g  C o u n t r i e s i  
P r ob l e ms  and P r o s p e c t s ,  Monograph no .  6 . Based  on t h e  p r o c e e ­
d i n g s  o f  the I n t e r n a t i o n a l  Symposium on I n d u s t r i a l  De v e l o p me n t ,  
At he ns ,  Nov em be r - D e c  em b e r , 1967 ( New Y o r k i  1969 ) ,  p .  1.

28.  Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  the  U n i t e d  N a t i c n s ,  Crop  
P r o d u c t i o n  L e v e l s  and F e r t i l i z e r  Use (Romei  198 1) ,  p .  3.

29. Quasem, M . A . ,  “ F a c t o r s  A f f e c t i n g  the  Use o f  F e r t i l i z e r  i n  
B a n g l a d e s h " ,  The B a n g l a d e s h  De ve l opme nt  S t u d i e s . ( D h a k a i  The 
Bang l adesh  i n s t i t u t e  o f  Deve l opment  S t u d i e s ,  V o l .  v l  , No .  3,  
1978) ,  p . 338.

30. K o b a y a s h i ,  E i j i ,  "Some M e a s u r e s  to I n c r e a s e  F o o d g r a i n  P r o d u c t i o n  
i n  I n d i a " ,  Ma thur  ( e d i t e d ^  A g r i c u l t u r a l  P o l i c y  and Food Sel  f -
Su f f i  ci en cv . ( New D e l h i i  A s s o c i a t e  P u b l i s h i n g  House ,  1970 ) ,  p . 6 l,

31. M i s h r a ,  B . L . ,  and M a r o t h i a ,  D . K . ,  " P o s s i b i l i t i e s  o f  F e r t i l i z e r  
S u b s t i t u t i o n  f o r  Land i n  Paddy P r o d u c t i o n " ,  The B a n g l a d e s h  
Deve l opment  S t u d i e s . (DhakaJ The B a n g l a d e s h  I n s t i t u t e  o f  Deve l pp -  
ment S t u d i e s ,  V o l . I l l ,  No.  2, . 1 9 7 5 ) ,  p.  244.

32. Khan,  R. a . & Heady,  E . O . ,  " M a r g i n a l  Ra t e s  o f  F e r t i l i z e r  S u b s t i t u -  
t i on  f o r  Land D e r i v e d  from E x p e r i m e n t a l  P r o d u c t i o n  F u n c t i o n " ,  
( I s l a m a b a d !  USAID,  1972 ) .

9 1
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I t  r e v e a l s  from the s t u d i e s  o f  the  B a n g l a d e s h  I n s t i t u t e  o f  

Deve l opment  S t u d i e s  t h a t  i n c r e a s e  i n  u s e  o f  f e r t i l i z e r  i n  B a n g l a ­

desh d u r i n g  1977-78 to 1983-34 I s  ' p r i m a r i l y  a r e s u l t  o f  f o u r

3 3f a c t o r s *  a s  under *

i )  Changes  I n  the  Crop c o m p o s i t i o n ,  

i l )  I n c r e a s e  i n  f e r t i l i z e d  a r e a ,  

l i i )  I n c r e a s e  i n  number  o f  u s e r s ,  and  

i v )  I n t r o d u c t i o n  o f  new crop ( v^heat ) .

F i n d i n g s  o f  the C e n t r e  f o r  De ve l opment  S c i e n c e  i s  t h a t  f e r t i ­

l i z e r  l e v e l s  have a d i r e c t  b e a r i n g  on r i c e  o u t p u t  i n  the  s tudy
34

a r e a s .  Fa rmers  took t h e i r  f e r t i l i z e r  r a t e  d e c i s i o n s  on t h e

35b a s i s  o f  e x p e c t e d  r e s p o n s e .

In c o n c l u s i o n  the  r e s e a r c h e r  v i e w s  w i t h  the l a n g u a g e s  o f  Fh O

f i n d i n g s  i s  t h a t  i f  a g r i c u l t u r a l  p r o d u c t i o n  i s  to i n c r e a s e  i n  most

C o u n t r i e s  o f  the w o r l d ,  f o r  most  c r o p s  u n d e r  mos t  c o n d i t i o n s ,  the

I n c r e a s e d  u se  o f  f e r t i l i z e r  must  accompany the  a p p l i c a t i o n  o f  o t h e r

3 6methods  o f  t e c h n o l o g i c a l  and s c i e n t i f i c  d e v e l o p m e n t  to f a r m i n g .

33. H o s s a i n ,  Mahabub ,  and Quasem, M . n , ,  "Gr owt h  o f  F e r t i l i z e r  
Consumpt ion i n  Two V i l l a g e s  o f  B a n g l a d e s h  1 9 7 7 - 8 4 " ,  The B a n g l a ­
desh Deve l opment  S t u d i e s . ( Dhaka*  The B a n g l a d e s h  I n s t i t u t e  o f  
Deve l opment  S t u d i e s ,  V o l ,  XIV,  N^ .  l ,  1986 ) ,  p . 74,

34. Ce n t r e  f o r  Deve l opment  S c i e n c e ,  " F e r t i l i z e r  P r i c e  D e c o n t r o l  
S t udy " ,  ( Dhaka i  1984 ) ,  p . 68 .

35. Jha ,  Da ya na t ha ,  and Sar im,  Rakesh,  "An A n a l y s i s  o f  L e v e l s ,  
P a t t e r n s  and D e t e r m i n a n t s  o f  F e r t i l i z e r  Use  on Farms i n  
S e l e c t e d  Re g i ons  o f  S e m i - a r i d  t r o p i c a l  I n d i a " ,  ( A n d h r a  P r a d e s h i  
I n t e r n a t i o n a l  C r o ps  Re se a r ch  I n s t i t u t e  f o r  the  S e m i - a r i d  
T r o p i c s ,  1981 ) ,  p , 4 8 .

36. Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  the U n i t e d  N a t i o n s ,  Crop  
P r o d u c t i o n  L e v e l s  and F e r t i l i z e r  U s e , (Rome,  1962 ) ,  p , 3 5 .
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The e s t i m a t e d  v^^orld f e r t i l i z e r  demand i n  2,000 i s  264 m i l l i o n  

t ons  as  compared w i t h  6 3 . 6  m i l l i o n  t on s  i n  1974 and t h a t  o f  f e r t i ­

l i z e r  u s e  i n  d e v e l o p i n g  c o u n t r i e s  i s  e x p e c t e d  to  I n c r e a s e  f rom 

19.3 m i l l i o n  t ons  i n  1974 to 92 m i l l i o n  t o n s  in 2 , 0 0 0 , ^ ^

In Ch i n a ,  chemi ca l  f e r t i l i z e r  consumpt i on  in 1952,  amounted to

295,000 t o n s ,  a v e r a g i n g  0 . 7 5  k i l o g r a m m e s  p e r  h e c t a r e  and the  o u t p u t

went  upto  12 , 694 , 000  t ons  i n  1980,  a v e r a g i n g  127.8 k i l o g r a m m e s  p e r

38h e c t a t e ,  a 1 7 0 - f o l d  i n c r e a s e  o v e r  1952.

In B a n g l a d e s h ,  the  Bureau o f  S t a t i s t i c s  p u b l i s h e d  i n  i t s  

S t a t i s t i c a l  Yea r book  t h a t  the c h e mi c a l  f e r t i l i z e r  cons umpt i on  i n  

1973-74 amounted to 380 t housand  t on s  whi ch i n c r e a s e d  to 1257 

thousand t ons  i n  1984-85 ( Tabl  e - 3. 0 2 ) .

37,  U n i t e d  N a t i o n s  I n d u s t r i a l  De ve l opme nt  Crgaf^i  z a t i  on , 
F e r t i l i z e r  M a n u a l . ( V i e n n a ,  1980 ) ,  pp .  11 -12 .

30,  China Harid Book S e r i e s  t Economy. ( B e i j i n g i  F o r e i g n  
L a n g u a g e s  P r e s s ,  1984 ) ,  p . 218.

39.  Government  o f  the P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  
1986 I S t a t i s t i c a l  Y e a r  Book o f  B a n g l a d e s h . ( Dhakat  
Bureau o f  S t a t i s t i c s ,  M i n i s t r y  o f  P l a n n i n g ) ,  p.  292.
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Mr,  M, a , Samad,  has  p r e p a r e d  a c o m p r e h e n s i v e  s t a t e m e n t  ( T a b l e -

3 . 03 )  showing  f e r t i l i z e r  p r o d u c t i o n ,  demand and i m p o r t  r e q u i r e m e n t s

40f o r  Ba ng l a d e s h  f o r  the p e r i o d  from 1982 to 1990# whi ch can g i v e  us  

a c o n c r e t e  i n d i c a t i o n  o f  i n c r e a s i n g  f e r t i l i z e r  p r o d u c t i o n ,  o t h e r ­

w i s e  we a r e  to spend huge amount o f  o u r  f o r e i g n  c u r r e n c y  f o r  i mp o r t s *

T a b l e  -  3 . 03

F e r t i l i z e r  P r o d u c t i o n ,  Demand and I mp o r t  S e q u i r e m e n t s
198 2-  1990

( t h o u s a n d  t on ne s )

{ Yea r  j P r o d u c ­
t i on

Dom es  t i  c 1 
Demand

1 I m p o r t  
De f i  ci  t

k

[ 1982-83 7 7 0 . 0 9 54 184 I

{ 1983-84 810, 0 1,036 226 i

{ 1984-85 794 . 0 1, 156 326 i

[ 1985-86 817. 0 1, 300 46 3 i

} 1986-87 9 6 5 . 0 * 1,462 497 I

} 1987-88 9 8 6 . 0 * 1,644 658 i

j 1988-89 1, 3 2 4 . 0 * 1 ,842 518 I

j 1989-90  

i . . . . . . . . . . . . . . . .
1 , 4 3 5 . 0 * 2 , 063 628 I

*  E s t i ma t e s  based  on p l a n t  o p e r a t i o n  a t  80% o f  i n s t a l l e d  c a p a c i t y

Sour ce !  Samad, M.A,  ( C h i e f  Chemi s t ,  FPIRP,  B g n g l a d e s - h  Chemi ca l  
I n d u s t r i e s  C o r p o r a t i o n ) ,  " Fo cu s  on F e r t i l i z e r  P r o d u c t i o n  
and Consumpt ion i n  B a n g l a d e s h " ,  F e r t i  l i  7e r  Focus.  Ju ne ,
1986,  FMB P u b l i c a t i o n s  L t d . ,  Eng l and ,  p . 28,

40,  Samad, M . A . ,  " Focus  on j F e r t i l i z e r  P r o d u c t i o n  and Consumpt i on  
i n  B a n g l a d e s h " ,  F e r t i  l i  -/er Focu s . ( E n g l a n d i  FMB P u b l i c a t i o n s  
L t d . ,  June  1986) ,  p . 28.
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A c c o r d i n g  to an emi nent  B a n g l a d e s h i  e c o n o mi s t ,  a v a i l a b i l i t y  o f  

f e r t i l i z e r  " a t  the r i g h t  t ime ,  i n  t he  r i g h t  q u a n t i t y  and a t  t h e  

r i g h t  l o c a t i o n s "  i s  c o n s i d e r e d  a c r u c i a l  f a c t o r  i n  e x p a n d i n g  a g r i c u l -
4 I

t u r a l  p r o d u c t i o n  t hrough  i n c r e a s i n g  u s e  o f  f e r t i l i z e r .  A d a i l y  news  

pa p e r  o f  Dhaka s t a t e d  i n  i t s  e d i t o r i a l  t h a t  the  p r o d u c t i o n  o f  f e r t i ­

l i z e r  had sho\Ain an upv^ard t r e nd  and the demand f o r  i t  had a l s o  i n c r e a ­

sed o v e r  the  y e a r s .  A c c o r d i n g l y  f a r m e r s  i n  t h i s  c o u n t r y  have  demons ­

t r a t e d  t h e i r  a b i l i t y  to u s e  chemi ca l  f e r t i l i z e r  and r e a p  the  b e n e f i t  

42
t he r e o  f .

I n t e r n a t i o n a l  F e r t i l i z e r  Deve l opme nt  C e n t e r  ClFDC)  e mp h a s i s e d  the

need o f  i m p r o v i n g  the o p e r a t i o n a l  e f f i c i e n c y  o f  t he  o v e r a l l  B a n g l a d e s h

f e r t i l i z e r  s up p l y  system w i t h  t i me l y  a v a i l a b i l i t y  to ma x i mi z e  s e l f -

43s u f f i c i e n c y  in the  supp l y  o f  f e r t i l i z e r  by i n c r e a s i n g  o u t p u t .

Un i t e d  N a t i o n s  i n  i t s  de v e l opme nt  and t r a n s f e r  o f  t e c h n o l o g y  s e r i e s

a r g ued  t h a t  the  e s t a b l i s h m e n t  o f  an e f f e c t i v e  f e r t i l i z e r  p r o d u c t i o n

and ma r k e t i n g  system i n  most  d e v e l o p i n g  c o u n t r i e s  was n o t  l i k e l y  to

succeed  u n l e s s  the  government  a s s i g n e d  a h i g h  p r i o r i t y  to i t  and

44
adopted  p o l i c i e s  to e x p e d i t e  i t s  d e v e l o p me n t .  The U n i t e d  N a t i o n s  

I n d u s t r i a l  De ve l opme nt  O r g a n i z a t i o n  ( UNIDO)  s tudy s u g g e s t s  t h a t

41. Quasem, M . A . ,  ' ' Suppl y and D i s t r i b u t i o n  o f  F e r t i l i z e r s  i n  B a n g l a ­
d e s h " ,  F e r t i l i z e r  P r i c i n g  P o l i c y  and F o o d g r a i n  P r o d u c t i o n  S t r a ­
tegy I n  B.ringl a d e s h  ̂ (Washi  n gton , D. C, , 1 985 ) ,  p , 3 0 3 ,

42. The Ba n g l a d e s h  O b s e r v e r . " F e r t i l i z e r  f o r  W i n t e r  F a r m i n g " ,  ( Dha ka i  
22nd O c t o b e r ,  1985 ) .

43.  I n t e r n a t i o n a l  F e r t i l i z e r  Deve l opme nt  C e n t e r ,  B a n g l a d e s h  P o l l  cy 
Cp ti  on s f o r  the Deve l opment  o f  the  F e r t i l i 7 e r  S e c t o ^  ( a 1 a bam a ,  
1983)  .

44.  Un i t e d  N a t i o n s  I n d u s t r i a l  Deve l opment  O r g a n i s a t i o n ,  F e r t j  11 z e r  
M a n u a l . ( V i e n n a ,  1980 ) ,  p.  331.

9 6

3 . 0 4  P R Q C U R B I E N T  C F  F E R T I L I Z E R  A ND I T S  PI  S T H i  BUT1 ON i

Dhaka University Institutional Repository



97

d a v e l o p l n g  c o u n t r i e s  s h o u ld  c o n 3 t r u c t  s u f f i c i e n t  n u m b e r  o f  f e r t i ­

l i z e r  p l a n t s  to  becom e a t l e a s t  s e l f - s u f f i c i e n t  a s  a g ro u p  i n  n l  t r o -

45gen and phosphate  f e r t i l i z e r s .  Expe r t s  v i ews  on the U.S .  F e r t i ­

l i z e r  I ndus t r y  as«  "a cont i nuous  supply o f  chemical  f e r t i l i z e r s  i s

v i t a l  t o  U . S .  f a r m e r s  and  c o n s u m e r s ^  b e c a u s e  c r o p  o u t p u t  and  f o o d

4 6
a v a i l a b i l i t y  d e p e n d  d i r e c t l y  on t h e  u s e  o f  f e r t i l i z e r .

T h e  B a n g l a d e s h  A g r i c u l t u r a l  D e v e l o p m e n t  C o r p o r a t i o n  ( B A D C )  i s  

r e s p o n s i b l e  f o r  t h e  p r o c u r e m e n t  and  d i s t r i b u t i o n  o f  a l l  f e r t i l i z e r s  

i n  B a n g l a d e s h ,  b o t h  d o m e s t i c  and I m p o r t e d .  T h e  E a s t  P a k i s t a n  A g r i ­

c u l t u r a l  D e v e l o p m e n t  C o r p o r a t i o n  w h i c h  s t a r t e d  f u n c t i o n i n g  f r o m t h e

1 6 t h  O c t o b e r ,  1961 was c h a n g e d  i n t o  B a n g l a d e s h  A g r i c u l t u r a l  D e v e l o p -

47
m e n t  C o r p o r a t i o n  i n  1971,  P r i o r  t o  1 9 6 l ,  i m p o r t a t i o n  and  d i s t r i ­

b u t i o n  o f  f e r t i l i z e r  was  h a n d l e d  by t h e  D e p a r t m e n t  o f  A g r i c u l t u r e  

i n  t h e  t h e n  G o v e r n m e n t  o f  E a s t  P a k i s t a n ,  F o l l o w i n g  t h e  r e c o m m e n d a ­

t i o n  by F o o d  and  A g r i c u l t u r a l  O r g a n i s a t i o n  ( F A O ) ,  t h e  E a s t  P a k i s t a n  

A g r i c u l t u r a l  D e v e l o p m e n t  C o r p o r a t i o n  n o w  kn o wn a s  B a n g l a d e s h  A g r i c u l ­

t u r a l  D e v e l o p m e n t  C o r p o r a t i o n  ( B A D C )  was  c r e a t e d  by t h e  g o v e r n m e n t  

i n  1 9 6 1  t o  t a k e  o v e r ,  I n t e r  a l i a ,  t h e  c o m m e r c i a l  f u n c t i o n  o f  I m p o r a -  

t l o n  and  d i s t r i b u t i o n  o f  f e r t i l i z e r  f r o m t h e  D e p a r t m e n t ,  A t  p r e s e n t  

BADC i s  r e s p o n s i b l e  f o r  I m p o r t a t i o n  and  d i s t r i b u t i o n  o f  f e r t i l i z e r s  

p r o c u r e d  u n d e r  v a r i o u *  a i d ,  l o a n  and  b a r t e r  a r r a n g e m e n t s  and  d i s t r i ­

b u t i o n  o f  l o c a l l y  p r o d u c e d  f e r t i l i z e r  f r o m  t h e  e x i s t i n g  f e r t i l i z e r

45.  I b i  d .  , p .  13.

4 6 .  P a u l ,  D u a n e  A , ,  K i l m e r ,  R i c h a r d ,  A l t o b e l l o ,  M a r l d y n ,  a n d
H a r r i n g t o n ,  D a v i d  N , ,  T he  C h a n g i n g  U . S .  F e r t i l i z e r  I n d u s t r y . 
( W a s h i n g t o n ,  D.  C .  , 1 9 7 7 ) ,  p .  1,

47.  B a n g l a d e s h  A g r i c u l t u r a l  D e v e l o p m e n t  C o r p o r a t i o n ,  T w e n t y  F i v e  
Y e a r s  o f  BADC 1 1 9 6 1  t o  1986. ( D h a k a *  1 9 8 6 ) ,  p . 7 .
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f e r t i l i z e r  i n  B a n g l a d e s h  which d i s c l o s e d  t h a t  i m p o r t e d  and d o m e s t i c

p r o d u c t i o n  i n  1974-75 was and 4 2 %  and i n  1984 - 85  was 47^  and ^ 2 %

52r e s p e c t i  V e l y .

The gove r nment  I s  v e r y  much c o n c e r n e d  o v e r  t he  i n e f f i c i e n t  

o p e r a t i o n  o f  the f e r t i l i z e r  f a c t o r i e s  i n  the  c o u n t r y .  The govd r nme nt  

i s  i n t e r e s t e d  to see t h a t  the  f u n c t i o n  o f  p r o d u c t i o n  and d i s t r i b u t i o n  

o f  f e r t i l i z e r  a r e  p e r f o r m e d  roost e f f e c t i v e l y ,  so t h a t  t h e  f a r m e r s  

g e t  t h e i r  f e r t i l i z e r  e c o n o m i c a l l y  and on a t i m e l y  b a s i s .

The programme f o r  d i s t r i b u t i o n  o f  c h e mi c a l  f e r t i l i z e r s  f o r  t he  

t e r r a i na l  y e a r  o f  the  t h i r d  f i v e  y e a r  p l a n  p e r i o d  ( l 9 8 9 - 9 0 )  I s  18 , 85

l akh  t ons .  Th i s  t a r g e t  i s  c o n s i s t e n t  w i t h  t h e  f ood  p r o d u c t i o n

programme.  Upto 1987-88 BADC w i l l  be  a b l e  tn d i w t r i b u f o  Abmi t  i *s

l akh  t ons .  Th i s  i s  b a s ed  on t he  a v e r a g e  a n nua l  g r o wt h  r a t e  o f  A , Q % ,

I t  woul d  be n e c e s s a r y  to r a i s e  t h i s  g r o wt h  r a t e  t o  f o r  t he

n e x t  2 y e a r s  to a c h i e v e  the  t a r g e t  o f  18 , 85  l a k h  t o n s  by 1990.

52.  Government  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  19861 
■i^tatl s t l  c a l  Y e a r book o f  B a n g l a d e s h . ( D h a k a i  B a n g l a d e s h  
Bureau o f  S t a t i s t i c s ) ,  p* 294.

53,  A h i g h - l e v e l  me e t i n g  was  he l d  on 1 6 , 4 ,  1988 p r e s i d e d  o v e r  by 
P r e s i d e n t  Hus sa i n  Muhammad Er shad  and a t t e n d e d  by P r i me  
Mini  s t e r - i n - C h a r g e  o f  t he  M i n i s t r y  o f  I n d u s t r i e s ,  F i n a n c e  
M i n i s t e r ,  A g r i c u l t u r e  M i n i s t e r  and c o n c e r n e d  s e c r e t a r i e s ,  
The New N a t i o n . Dhaka,  21s t  May,  1988,
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An i n t e r n a t i o n a l l y  r e p u t e d  e x p e r t  o p i n e d  t h a t  t he  p r i c e - m a k i n g  

I s  one o f  ma n a g e me nt ' s  most  i m p o r t a n t  t a s k s  and the  s u c c e s s  o r  f a i ­

l u r e  o f  an e n t e r p r i s e  may depend  on t h e  a b i l i t y  o f  i t s  management  to 

s e l e c t  the  r i g h t  p r i c e s  f o r  i t s  g o o d s , ^ ^  He a l s o  a r g u e d  t h a t  the  

s u c c e s s f u l  p r i c e - m a k e r  needed  a k n o w l e d g e  o f  economi cs^  an u n d e r s t a n ­

d i n g  o f  ma r ke t s *  a f a m i l i a r i t y  w i t h  d i s t r i b u t i o n  t e c h n i q u e s ,  and  

g r a sp  o f  t he  r e l e v a n t  c o s t  f a c t s .  A n o t h e r  e x p e r t  p r e s e n t e d  b e f o r  

the New York m e e t i n g s  o f  t he  Amer i can  M a r k e t i n g  A s s o c i a t i o n  and t o l d  

t h a t  e f f e c t i v e  u s e  o f  c o s t s  f o r  s e t t i n g  p r i c e s  r e q u i r e d  a c l e a r  u n d e r  

s t a n d i n g  o f  t he  p r i n c i p l e  o f  d i f f e r e n t  c o s t s  f o r  d i f f e r e n t  p u r p o s e s .  

In the  above  way,  B a n g l a d e s h i  e x p e r t  v i e w e d  t h a t  m a n u f a c t u r e r  or  

s e l l e r s  m i g h t  u s e  p r i c i n g  a s  a p o w e r f u l  weapon i n  t h e i r  o v e r a l l  

ma r k e t i n g  s t r a t e g y  to b o o s t  the s a l e , ^ ^

P r i c e  f i x a t i o n  has  been c o n s i d e r e d  to be a v e x i n g  p r o b l e m  f o r  

57p u b l i c  e n t e r p r i s e s .  V a r i o u s  r e v i e w  o f  r e s e a r c h e s  on p u b l i c  e n t e r ­

p r i s e s  show t h a t  one cannot  recommend a s i m p l e  and u n i v e r s a l  r u l e  

f o r  p u b l i c  s e c t o r  p r i c i n g  t h a t  w i l l  e n s u r e  e f f i c i e n c y  o f  t he  e n t e r ­

p r i s e  and l e a d  to an optimum a l l o c a t i o n  o f  n a t i o n a l  r e s o u r c e s  s i m u l -  

tan eou s l y  *

54.  G r e e r ,  Howard C l a r k ,  " C o s t  F a c t o r s  i n  P r i  c e - ma k i ng  The Ha r v a r d  
B u s i n e s s  R e v i e w . J u l y - A u g u s t ,  1952,  p .  362.

55.  Dean,  J o e l ,  “C o s t  F o r e c a s t i n g  P r i c e  P o l i c y " ,  The J o u r n a l  o f  
Mark e t l  n q . J a nua r y  1949.

56.  I s l a m ,  M i s b a h u l ,  “P r i c i n g  S t r a t e g y " ,  Management  D e v e l o p m e n t . 
( Dhakat  The Ba n g l a d e s h  Management  Deveiopmen- t  Cen t r e ,  V o l . 10,
N o . 2, 1981 ) ,  p . 98.

57.  Kappo r ,  M . G . ,  “ Rev i ew o f  R e s e a r c h e s  on M a r k e t i n g  Management  i n  
P u b l i c  E n t e r p r i s e s " ,  p a p e r  p r e s e n t e d  i n  t he  N a t i o n a l  Semi nar  o f  
t he  I n s t i t u t e  o f  P u b l i c  E n t e r p r i s e ,  Hyde r ab a d  i n  Ma r c h ,  1982.

10 1

3 . 0  5 P R I C E S  O F  F E R T I L I Z E R  AND I T S  S U B S I D Y

58. B h a l l a ,  G. S, , “ Theory and P r a c t i c e  i n  P u b l i c  E n t e r p r i s e  P r i c i n g  
-  The I n d i a n  E x p e r i e n c e " ,  p a p e r  p r e s e n t e d  i n  t he  N a t i o n a l  Semi na r  
o f  t he  I n s t i t u t e  o f  P u b l i c  E n t e r p r i s e ,  Hyd e r a b a d  i n  Ma r ch ,  1982.
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S. S. Ramu d e s c r i b i n g  the p r i c i n g  a l t e r n a t i v e s  f o r  p u b l i c  e n t e r ­

p r i s e s  s a i d ,  " T h e r e  a r e  many p r i c i n g  a l t e r n a t i v e s  -  m a r g i n a l  c o s t  

p r i c i n g ,  a v e r a g e  c o s t  p r i c i n g ,  e l e c t r i c i t y  p r i c i n g ,  t r a n s f e r  p r i c i n g ,  

c o s t  + r e a s o n a b l e  m a r g i n ,  d i s c r i m i n a t o r y  p r i c i n g ,  l a n d e d  c o s t  

p r i  c i n g " .

P r i c i n g  p o l i c y  o f  t he  p u b l i c  s e c t o r  u n i t s  have  been v i e w e d  wi th  

concern  by t he  Government  o f  t he  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h  

s i n c e  i t s  i n d e p e n d e n c e  which was d i s c l o s e d  i n  t he  F i r s t  F i v e - Y e a r  

P l a n  ( 1 9 7 3 - 7 8 ) / °

Mahbub H o s s a i n ,  s t a t e d  t h a t  d e s p i t e  t h e  a d v e r s e  change  i n  p r i c e  

env i r onment  a r e s p e c t a b l e  r a t e  o f  g r owt h  o f  f e r t i l i z e r  c onsumpt i on  

i s  taken by many to a r g u e  t h a t  the  p r i c e  o f  f e r t i l i z e r  i s  s t i l l  a t  

a l e v e l  where  r a i s i n g  p r i c e s  woul d  no t  have  an a d v e r s e  i m p a c t  on the  

growth  o f  f e r t i l i z e r  consumpt i on i n  the  c o u n t r y . T h e  V«or ld Dank 

i n  i t s  " B a n g l a d e s h i  Food P o l i c y  Re v i e w " ,  a r g u e d  t h a t  s i n c e  f e r t i l i z e r  

a p p l i c a t i o n  ha s  a s i g n i f i c a n t  i mp a c t  on y i e l d  p e r  a c r e  and the  v a l u e  

o f  t he  m a r g i n a l  p r o d u c t  o f  f e r t i l i z e r  i s  much h i g h e r  than i t s  p r i c e ,  

t h e r e  seems to e x i s t  s cope  f o r  a s u b s t a n t i a l  upwar d  r e v i s i o n  i n  t he  

p r i c e s  o f  f e r t i l i z e r s  w i t h o u t  c a u s i n g  an a d v e r s e  i m p a c t  on i t s  

a t t r a c t i v e n e s s  to f a r me r s .

59.  Ramu, S, S h i v a ,  " D e s i g n i n g  a Re s e a r c h  P o l i c y  f o r  P u b l i c  E n t e r -  
p r i s e s " »  p a p e r  p r e s e n t e d  i n  t he  N a t i o n a l  Semi nar  o f  the I n s t i ­
t u t e  o f  P u b l i c  E n t e r p r i s e ,  Hyde r a b ad ,  i n  March ,  1982.

60 .  Government  o f  t he  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  The Fi r s t  
Fi ve Ye a r  P l a n . ( Dhaka i  P l a n n i n g  Commi ss i on ,  1973 ) ,  p . 2 6 l .

6 1. H o s s a i n ,  Mahabub,  " P r i c e  Response  o f  F e r t i l i z e r  Demand i n  
B a n g l a d e s h " ,  The B a n g l a d e s h  Dev el  opm en t  Stu di e s . (Dhakai  The 
Ba ng l a d e s h  I n s t i t u t e  o f  Deve l opme nt  Studi  e s» v o l .  X I I I  , No.3<i4,

62.  Wo r l d  Bank,  Ba ng l a d e s h  i Food P o l i c y  Re v i ew.  1977.
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In B a n g l a d e s h ,  p r i c e s  o f  f e r t i l i z e r s  have  been c o n t r o l l e d  by 

the  s t a t e  and d e a d e r s  a r e  p a i d  a f i x e d  commi ss i on .  F e r t i l i z e r  

p r i c e s  a r e  n e g o t i a t e d  between the  M i n i s t r y  o f  A g r i c u l t u r e  and the

Bang l ad e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  a l t h o u g h  the  f i n a l

6 3
p r i c e s  have ,  on o c c a s i o n ,  been d e c i d e d  a t  the  c a b i n e t  l e v e l .

A r e f e r e n c e  annua l  o f  I n d i a  v i e we d  t h a t  i n  I n d i a ,  t he  g o v e r n ­

ment  i s  c o n t r o l l i n g ,  s t a t u t o r i l y ,  the s e l l i n g  p r i c e s  o f  a l l  f e r t i ­

l i z e r s  i n  o r d e r  to make them a v a i l a b l e  to the f a r m e r s  a t  a u n i f o r m  

and r e a s o n a b l e  r a t e  t h r o u g h o u t  the  c o u n t r y .  However ,  i n  t he  p r o c e s s  

o f  s u p p o r t i n g  the  s e l l i n g  p r i c e s  o f  f e r t i l i z e r s ,  g ove r n me n t  ha s  been 

i n c r e a s i n g  m a s s i v e  amount o f  s u b s i d y  o v e r  t he  y e a r s .  The amount  o f  

s ub s i d y  on i n d i g e n o u s  f e r t i l i z e r s  a l o n e ,  has  been i n c r e a s e d  from 

Rs.  275 c r o r e  i n  198 1-82 to Rs.  1,600 c r o r e  i n  1985- 86 ,  Wi t h  a v i e w  

to c o n t a i n i n g  the  s u b s i d y  on f e r t i l i z e r s *  gove r nment  i n c r e a s e d  the  

s t a t u t o r y  s e l l i n g  p r i c e s  on 31 J a n u a r y ,  1986,  Even w i t h  t h i s

i n c r e a s e ,  howeve r ,  t he  s e l l i n g  p r i c e s  o f  f e r t i l i z e r s  t o d a y ,  a r e  a t

64
the  same l e v e l  a s  they were  f i v e  y e a r s  a g o .

P r i c e  s t a t i s t i c s  i n d i c a t e  t h a t  the  Ur ea  p r i c e  f rom l o c a l  f a c t o ­

r i e s  has  a l l  a l o n g  been l o w e r  than i m p o r t  p r i c e  but  i n  t h e  c a s e  o f  

TSP t h e r e  i s  no d i s c e r n i b l e  t r e n d , S t a t e  M i n i s t e r  f o r  A g r i c u l t u r e  

P r o f e s s o r  Abdus  Salam s t a t e d  I n  the J a t i y a  Sangsad  o f  B a n g l a d e s h  on

63 , Quasem, M , A , ,  " Supp l y  and D i s t r i b u t i o n  o f  F e r t i l i z e r s  i n
B a n g l a d e s h " ,  F e r t i l i z e r  P r i c i n g  and F o o d o r a l n  P r o d u c t i o n  
S t r a t e g y  I n  B a n g l a d e s h . ( W a s h i n g t o n .  D, C , . 1985) .

64 , Government  o f  I n d i a ,  I n d i a  1986 t A R e f e r e n c e  A n n u a l .
(New De l h i  I P u b l i c a t i o n  D i v i s i o n ,  M i n i s t r y  o f  I n f o r m a t i o n  
and B r o a d c a s t i n g ) ,  p .  446,

65,  Quasem, M , a , ,  B a r k a t ,  A , ,  and Khan,  S , A , ,  I mp a c t  o f  the  New 
System o f  D i s t r i b u t i o n  o f  F e r t i l i z e r  and I r r i g a t i o n  M a c h i n e s  
I n  Banal  a d e s h . ( Ph a k a i  The B a n g l a d e s h  I n s t i t u t e  o f  Dev e l opmen t  
Studi  e s ,  1984)  , p .  1,
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2 5 , 2 , 8 7 ^ ^  t h a t  the  i n c r e a s e  i n  f e r t i l i z e r  p r i c e  d i d  n o t  h a v e  any 

a d v e r s e  i m p a c t  on a g r i c u l t u r a l  p r o d u c t i o n .  He a l s o  d i s c l o s e d  t h a t  

the  f e r t i l i z e r  p r i c e  had been r a i s e d  by 334 p e r  c e n t  on lo s e p a r a t e  

o c c a s i o n s  s i n c e  1975 t i l l  d a t e  w h i l e  t he  u s e  o f  f e r t i l i z e r  marked  

an i n c r e a s e  by 350 p e r  c ent  s i n c e  1975 to 1984 - 85 ,  he s a i d  d u r i n g  

the  q u e s t i o n  h o u r  i n  t he  house .

F e r t i l i z e r  s e l l i n g  p r i c e s  has  been r a i s e d  on s e p a r a t e  o c c a s i o n s  

1st  J u l y ,  1982 t i l l  1s t  O c t o b e r ,  1981 

the g o v e r n m e n t ' s  p u b l i c a t i o n  ( T a b l e - 3 , 0 5 ) , *

s i n c e  1st  J u l y ,  1982 t i l l  1s t  O c t o b e r ,  1985 which was  p r e s e n t e d  i n

67

Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  t he  U n i t e d  N a t i o n s  has  

p r e s e n t e d  a t a b l e  showing  f e r t i l i z e r  p r i c e s ,  p a r t i c u l a r l y  Ur ea  p r i c e  

p a i d  by f a r m e r s  o f  i t s  member c o u n t r i e s * ^ ^  an a b s t r a c t  o f  whi ch i s  

g i v e n  h e r e w i t h  ( T a b l e - 3 . 0 6 ) ,

To p romote  f e r t i l i z e r  u s a g e  a t  f a r m e r s '  l e v e l  f o r  i n c r e a s i n g  

a g r i c u l t u r a l  p r o d u c t i o n ,  gove rnment  was p r o v i d i n g  s u b s i d y  by f i x i n g

s e l l i n g  p r i c e s  o f  f e r t i l i z e r s  a t  a l o w e r  r a t e  than the p r o c u r e m e n t  

69
c o s t .  F e r t i l i z e r  p r i c e s  i s  p e g g e d  a t  the  p r e s e n t  l e v e l  and i f

t h e r e  be any i n c r e a s e  i n  c o s t  o f  p r o d u c t i o n / i m p o r t ,  t he  e x c e s s

66,  The Ba n g l a d e s h  O b s e r v e r . Dhaka*  26th F e b r u a r y ,  1987,

67.  Government  o f  the  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  19861 Sta t l  s -  
t l c a l  Y e a r  Book o f  B a n g l a d e s h . ( Dha ka i  Bureau  o f  S t a t i s t i c s *  
M i n i s t r y  o f  P l a n n i n g ) ,  p .  294,

68,  Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  t h e  U n i t e d  N a t i o n s *
1984 FAQ F e r t i l i z e r  Y e a r  Book . (Rome,  1985 ) ,  pp ,  129- 131 ,

69 . Ko s s a i n ,  Kobbad ,  /_ G e n e r a l  Ma na g e r  ( S u p p l y ) ,  BADC, Dhaka_7»  
F e r t i l i z e r  S t r a t e g i e s  f o r  Ri ce  P r o d u c t i o n " ,  P r o c e e d i n g s  o f  t he  
Workshop on ' E x p e r i e n c e s  wi th Modern R i c e  C u l t i v a t i o n  i n  B a n g l a ­
desh*  j o i n t l y  Spons or e d  by the B a n g l a d e s h  R i c e  Re s e a r c h  I n s t i t u t e  
and the Depa r tment  o f  A g r i c u l t u r e  E x t e n s i o n ,  Government  o f  t he  
P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  h e l d  a t  t he  B a n g l a d e s h  R i ce  
Resea r ch  I n s t i t u t e  ( BRRI )  on Ma rc h ,  1983,
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■Tab l e  -  3tQ^

P r i c e  o f  F e r t i l i z e r s  by T y p e

J I 1 s t  J u l y ,  
{  T y p e s  i  1982

i 3 0 t h  J u n e ,  i 7 t h  J u l y ,  I 
\ 1 9 8 J  i  _ 1984

i
\

i

P e r
t o n

 ̂ P e r  
n u t r i  en t  

t o n

1 P e r  
1 t o n  ; ■ > «  J|nu t r l  ent  

t o n

1 P e r  1

I !

1 P e r  
I n u t r i  en t

t o n

\

1 U r e a 40 2 8 . 5 6 8 7 5 7 . 7 4 40 2 8 . 5 6 87 5 7 . 7  3 4 4 3 1 , 4 2 9 6 3 3 . 5 2

i TSP 3 8 1 0 . 8 0 8 2 8 4 .  35 38 10 . 8 0 8 2 8 4 .  34 4 1 9 1 . 8 8 9 1 1 2 . 7 8
( G r a n u l a r )

i  TSP 299 4 , 2 0 65 09 .  13 29 9 4 .  20 6 5 0 9 . 1 3 3 2 9 3 . 6 2 7 1 6 0 . 0 4
1 ( P o w d e r )

J MP 2 9 9 4 . 2 0 49 90 ,  33 2 9 9 4 , 2 0 4 9 9 0 .  13 329 3 . 6 2 5 4 8 9 ,  37

j  DAP

I

40 28 ,  56 6 2 9 4 , 6 3 40 28 .  56 6 2 9 4 , 6 3 4 4 3 1 ,  42 6 9 2 4 . 0 9

1

Con t d . . .  •

T a b l e  3 , 0 5  c o n t i n u e d

TT y p e s

P e r
t o n

1 s t  J a n u a r y ,  
198 5 ____

P e r  
I n u t  r i  en t  
t_______ton

1 s t  O c t o b e r *  
L 2 S 5 _ _

P e r  
t o n

P e r  
n u t  r i  en t  

___ tiiD_____

U r e a  

TSP ( G r a n u l a r )  

TSP ( P o w d e r )

MP 

DAP

4741 . 72  

4485.  31

3524.17

3524.17

4741 . 72

10 308,09  

97 50.67  

7661 . 24  

587 3 . 62

7 408. 9  4

5000 . 00

5000 . 00

5000. 00

4000. 00

5000. 00

10869,  50

10869. 50

10869.50  

8694 , 80

10869. 50

S o u r c e !  1986 S t a t i s t i c a l  Y e a r  Book o f  B a n g l a d e s h .
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shoul d  be met  t hr ough  b u d g e t a r y  s u b s i d y .  Huge sums a r e  s p e n t  eve ry  

y e a r  on f e r t i l i z e r  s u b s i d y .  The a c t u a l  s u b s i d y  on f e r t i l i z e r s  has  

been i n c r e a s e d  from Tk, 85 m i l l i o n  i n  1968-69 to n e a r l y  Tk,  745  

m i l l i o n  i n  1 9 75 - 76 , ^ ^  B e f o r e  1973,  t h e  f e r t i l i z e r  u s e d  to be  

h e a v i l y  s u b s i d i z e d  -  t he  e x t e n t  o f  s u b s i d y  was a r o und  65 p e r  c e n t *

In a r e c e n t  s tudy by S . A ,  Khan p r e s e n t e d  a t a b l e  ( T a b l e - 3 * 0 7 )  showing  

f e r t i l i z e r  s ub s i dy  and s u b s i d y  a s  p e r c e n t a g e  o f  p r o c u r e m e n t  c o s t .  Ho

T a b l ^  -

I n p u t  Subs i dy  on F e r t i l i z e r  from 
1973-74 to 1983-84

1 Y e a r
■ ' - ■ ------------------ ---------------- i

F e r t i l i z e r  Subs i dy  J

( Taka  I n  l a c s )  (

Sub s i dy  as  P e r c e n t a g e  
o f  P r o c u r e m e n t  Co s t

i  i n  % )

{ 1973-74 89 5,50 22

[ 197 4-7 5 2545.40 26

{ 1975-76 6486. 40 54

j 1976-77 5931, 90 44

{ 1977-78 9438 , 50 47

{ 1978-79 12858,97 50

1 1979-80 13416, 45 43

} 1980-81 11715.79 35

j 1981-82 10841,36 30

} 1982-83 8040 , 85 17

{ 1983-84 8 246. 47 14

Source *  Sa l a hud d i n  Ahmed Khan,  “ The I m p l i c a t i o n  o f  t h e  W i t h ­
d r a wa l  o f  A g r i c u l t u r a l  I n p u t  P r i c e  S u b s i d y  on F o o d g r a l n  
P r o d u c t i v i t y  i n  B a n g l a d e s n " ,  The Dhaka U n i v e r s i t y  S t u d i e s . 
P a r t - C . V o l .  8 ( 2 ) ,  1987,  p . l l T ^

70* I s l a m ,  R l z wa n u l ,  " Food  Gr a i n  P r o c u r e m e n t ,  I n p u t  S u b s i d y  and the  
P u b l i c  Food D i s t r i b u t i o n  System i n  B a n g l a d e s h  t An A n a l y s i s  o f  
the P o l i c y  P a c k a g e " ,  The B a n g l a d e s h  DevelQpm_ent S t u d i e s . ( Dhaka i  
The B a n g l a d e s h  I n s t i t u t e  o f  De v e l opme nt  S t u d i e s ,  V o l .  V I I I ,
No.  1&2, 1980)^ p.  114.
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a l s o  a r g u e d  t h a t  the  money vo l ume g r a d u a l l y  came down ( e x c e p t  

1980-8 1) a l o n g s i d e  t he  r a t e  o f  s u b s i d y , T h e  p r o c e s s  o f  g r a d u a l l y

r e d u c i n g  the s u b s i d y  on f e r t i l i z e r  s t a r t e d  a t  the  t ime  o f  f o r m u l a -

7 2
t i on  o f  t he  1972-73 d e v e l o p me nt  b u d g e t ,  *

Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  t he  U n i t e d  N a t i o n s  ha s

shown t he  t o t a l  amount o f  f e r t i l i z e r  s u b s i d y  f o r  A si a » A f r i c a ,

7 3Europe and Oc c e a n i a  coun t r y - w i  se ,  an a b s t r a c t  o f  whi ch  I s  shown 

i n  the  T a b l e - 3 . 0 8 .

In f a c t ,  d u r i n g  the  s t a g e  o f  f o r m u l a t i o n  o f  t h e  1976-77 d e v e ­

l opment  b u d g e t ,  the  q u e s t i o n s  o f  wh e t h e r  to r e d u c e  s u b s i d y  on 

f e r t i l i z e r  and p r o v i d e  a h i g h e r  e f f e c t i v e  s u p p o r t  p r i c e  f o r  food  

g r a i n s ,  o r  to i n c r e a s e  s ub s i d y  on f e r t i l i z e r  and r e l a x  p r i c e  s u p p o r t  

f o r  f o o d g r a i n g ,  t u r n e d  o u t  to be i s s u e s  o f  i n t e n s e  d e b a t e  among 

p o l i c y  make r s .  F e r t i l i z e r  s u b s i d y  programme —- a number  o f  c r i t e r i a  

a r e  c o n s i d e r e d  a p p r o p r i a t e ,  sUch a s  S o c i a l  B e n e f i t s ,  B u d g e t a r y  Bur de n ,  

Fo r e i g n  Exchange  s a v i n g s  and D i s t r i b u t i o n a l  I m p l i c a t i o n s .

1 0 8

The re  a r e  a r g ume nt s  f o r  and a g a i n s t  f e r t i l i z e r  s u b s i d y .

71.  Khan,  S a l a hu d d l n  Ahmed,  "The  I m p l i c a t i o n  o f  t he  W i t h d r a w a l  o f  
A g r i c u l t u r a l  I n p u t  P r i c e  Subs i dy  on F o o d g r a i n  P r o d u c t i v i t y  i n  
B a n g l a d e s h " ,  The Dhaka U n l v e r ^ t v  S t u d i e s .  P a r t - G . V o l .  8 ( 2 ) ,  
1987,  p .  U 7 .

72 .  Ahmed,  R a i s u d d i n ,  " P r i c e  Suppo r t  v e r s u s  F e r t i l i z e r  S u b s i d y  f o r  
I n c r e a s i n g  Ri ce  P r o d u c t i o n  i n  Bang l adesh* * ,  The B a n g l a d e s h  De v e -  
lopmen t Studi  e s .  ( Dhaka*  The B a n g l a d e s h  I n s t i t u t e  o f  De ve l opme nt  
S t u d i e s ,  V o l .  V I ,  No,  2, 1978 ) ,  p , 1 1 9 ,

73.  Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  t he  U n i t e d  N a t i o n s ,
1984 FAQ F e r t i l i z e r  Y e a r  Book . (Rome,  198 5 ) ,  p .  150.
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no

Famous e c onomi s t  A , A ,  A b d u l l a h  v i e w e d  t h a t  v a r i o u s  d o n o r s ,  

i n  p a r t i c u l a r  the  Wo r l d  Bank,  a r e  l a y i n g  p r e s s u r e  on t he  B a n g l a ­

desh Government  to r a i s e  f e r t i l i z e r  p r i c e s  f u r t h e r  to e l i m i n a t e  

the s u b s i d y  to f a r me r s  and i t  i s  a r g u e d  t h a t  the  f e r t i l i z e r

sub s i dy  i s  c a u s i n g  a heavy d r a i n a g e  on the t r e a s u r y ,  and i s  a

7 4c o m p a r a t i v e l y  i n e f f i c i e n t  u s e  o f  p u b l i c  f unds .  He a l s o  v i e w e d  

t h a t  Food f o r  Works  P r og r a m,  Employment  G u a r a n t e e  Schemes and  

E f f i c i e n t l y  T a r g e t t e d  Food D i s t r i b u t i o n  Systems to  p r o v i d e  cheap  

f o r  the  p o o r ,  a r e  some o f  the  p o l i c i e s  u s u a l l y  recommended and  

t h i s  i s  v e r y  t r u e ,  i f  such p rog r am can be s u i t a b l y  expanded  and 

run w i t h  r e a s o n a b l e  e f f i c i e n c y ,  t he  f e r t i l i z e r  s u b s i d y  woul d

7 5become c o m p a r a t i v e l y  i r r e l e v a n t  a s  f a r  a s  e q u i t y  i s  c o n c e r n e d .

A g a i n ,  Mr .  A b d u l l a h  a r g u e s  i n  f a v o u r  o f  f e r t i l i z e r  s u b s i d y  

and a g a i n s t  t he  r a i s e  o f  the  f e r t i l i z e r  p r i c e s  and m e n t i o n e d  t h a t  

t h e r e  was p r o b a b l y  a d e e p e r  r e a s o n  why d o n o r s  wa nt e d  f e r t i l i z e r  

p r i c e s  to  be r a i  s e d , ^ ^  He a r g u e d ,  o nc e  f a r m e r s  we r e  p a y i n g  w o r l d  

p r i c e s ,  the Ba DC l o s t  much o f  i t s  r a t i o n a l e ,  t he  f e r t i l i z e r  t r a d e ,  

p e r h a p s  even t he  i n d u s t r y ,  c o u l d  be handed o v e r  to t he  p r i v a t e  

s e c t o r  and p r i m i t i v e  c a p i t a l i s t  a c c u m u l a t i o n  c o u l d  p r o c e e d  unham­

p e r e d  i n  t h i s  s e c t o r  as  w e l l ,

74.  A b d u l l a h ,  A , A * ,  '‘ The F e r t i l i z e r  Subs i dy  -  C o s t  and Returns ' * *  
The Ba n g l a d e s h  De ve l opme nt  S t u d i e s . ( Dha ka i  The B a n g l a d e s h  
I n s t i t u t e  o f  Deve l opment  S t u d i e s *  V o l . X i I l ,  No ,  3&4,  1985 ) ,  
p.  141.

75,  A b d u l l a h ,  A . A ,  , " D i s t r i b u t i o n  A s p e c t s  o f  t h e  F e r t i l i z e r  
P r i c i n g  P o l i c y * * ,  The B a n g l a d e s h  De v e l opme nt  S t u d i e s . ( Dhaka*  
The B a ng l a d e s h  I n s t i t u t e  o f  De ve l opme nt  S t u d i e s ,  V o l . X I V ,
N o . 1, 1986 ) ,  p p . 9 8 - 9 9 ,

7 6,  A b d u l l a h ,  A . A , ,  " The  F e r t i l i z e r  S ubs i dy  -  C o s t  and R e t u r n s " ,  
The Ba ng l a d e s h  De ve l opme nt  S t u d i e s . ( Dha ka i  The B a n g l a d e s h  
I n s t i t u t e  o f  De ve l opme nt  S t u d i e s ,  V o l . X I I I ,  No ,  3&4,  1985,  
p , 146,
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A group o f  e x p e r t s  o f  the P l a n n i n g  Commiss i on o f  t he  G o v e r n ­

ment o f  the P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h  e x p r e s s e d  t h a t  I f  c o s t  

o f  p r o d u c t i o n  o f  f e r t i l i z e r  f a c t o r i e s  became h i g h  a s  a r e s u l t  o f  

o v e r - e x p e n d i t u r e  c a use d  by o v e r - s t a f f i n g ,  top heavy  a d m i n i s t r a t i o n  

and i n a d e q u a t e  expense  c o n t r o l ,  s e l l i n g  o f  f e r t i l i z e r  to t he  f a r r a e r s

a t  a p r i c e  b e l ow  t he  c o s t  c o u l d  n o t  be t e rmed s u b s i d y  to f a r m e r s

i n  the  t r u e  s ens e  o f  t he  terra.

An e x p e r t  o f  t he  F e r t i l i z e r  Economic Group o f  t h e  FAO, p r e s e n t e d

a p a p e r  a t  the FAO/FIAC R e g i o na l  s emi na r  “ F e r t i l i z e r  P r i c i n g  P o l i ­

c i e s  f o r  A f r i c a *  he l d  a t  Kenya and a r g u e d  t h a t  w i t h  t h e  more w i d e ­

s p r ead  u s e  o f  f e r t i l i z e r s  and h i g h e r  y i e l d s  ( i . e .  p u s h i n g  the  

r e s p o n s e  c u r v e  up and to t he  r i g h t ) ,  r e s u l t i n g  i n  r e d u c i n g  u n i t  

C o s t s ,  i t  s hou l d  be p o s s i b l e  f o r  g o v e r n me n t s  to  r e d u c e  f e r t i l i z e r  

s u b s i d i e s * ^ ®

Dur i ng  the  T h i r d  F i v e - V e a r  P l a n  ( l 9 8 5 - 9 0 )  the  amount  o f  s u b s i d y

on f e r t i l i z e r  w i l l  be r ed u c ed  to l e s s  than o n e - t h i r d  o f  t he  l e v e l

o f  the Second F i v e  Y e a r  P l a n  b e c a u s e  o f  t he  p o l i c y  to e l i m i n a t e  i t

79
by t he  m i d d l e  o f  the  T h i r d  P l a n  P e r i o d .  A p r o f e s s i o n a l  A c c o u n t a n t  

p r e s e n t e d  h i s  p a p e r  on the  Second N a t i o n a l  C o n f e r e n c e  o f  t he  I n s t i ­

t u t e  o f  C h a r t e r e d  A c c o u n t a n t s  o f  B a n g l a d e s h  and a r g u e d  t h a t  the  

s u b s i d i e s  on a c c o u n t  o f  f e r t i l i z e r  had been r e d u c e d  to a g r e a t

77,  H a b i b u l l a h ,  M. , Ghosh,  S . N . ,  Hel  a l  u z zaman, A . K . M , ,  Quddus M . A , ,  
and Chowdhury,  M , H , ,  A Study o f  Government  S u b s i d y  to F e r t i l i z e r . 
( Dhaka*  P l a n n i n g  Comrai ss ion,  1980 ) ,  p .  12,

78,  Cons t on ,  J . W . ,  " F o c u s  i I m p l i c a t i o n s  o f  Crop  and F e r t i l i z e r  
P r i c e  R e l a t i o n s h i p s  i n  D e v e l o p i n g  C o u n t r i e s ' * *  ( N a i r o b i  i 1986 ) ,

79,  Government  o f  the  P e o p l e ’ s R e p u b l i c  o f  B a n g l a d e s h ,  Th e Thi rd
F i v e  Y e a r  P l a n  i 1985 - 90 . ( Dhaka i  P l a n n i n g  Commi s s i  o n , 198 5 ) ,
p .  174,

I l l

77
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e x t e n t  b u t  s u b s i d i e s  on f ood  a c c o u n t  and n a t i o n a l i s e d  s e c t o r  s ho u l d

a l s o  be w i t hdr awn  and p r o p e r  s t e p s  s ho u l d  be t aken  to m i n i m i s e  l o s s ,

8 0w a s t a g e  and i n e f f i c i e n c y  i n  t h e  n a t i o n a l i s e d  s e c t o r .  A c c o r d i n g l y ,

the  government  has  d e c i d e d  n o t  to g i v e  any more s u b s i d y  to t h e  P u b l i c

S e c t o r  i n d u s t r i a l  u n i t s  and a s ke d  them to I mp r o v e  t h e i r  e f f i c i e n c y

8 1and r e d u c e  l o s s  t h r oug h  open c o m p e t i t i o n  w i t h  t h e  p r i v a t e  s e c t o r .

In f i n e ,  i t  may be c o n c l u d e d  w i t h  the a r g ume nt s  o f  a g r oup  o f

e x p e r t s  o f  t he  P l a n n i n g  Commiss i on o f  t he  Gove rnment  o f  t he  P e o p l e ' s

Re p u b l i c  o f  B a n g l a d e s h  i n  whi ch they  s u g g e s t e d  some s t e p s  f o r  r e d u ­

c i ng  s ub s i d y  to f e r t i l i z e r  and i f  e c on omi e s  we r e  a f f e c t e d  i n  the  

ment i one d  l i n e s ^  the  gove r nment  m i g h t  e n s u r e  the  s u p p l y  o f  f e r t i l i z e r  

to f a r me r s  a t  t he  p r e s e n t  r a t e s  and the  amount  o f  c o s t  s aved  wou l d

amount to n e t  s a v i n g s  i n  r e s p e c t  o f  s u b s i d y  and t h i s  r e s o u r c e  may be

8 2d i v e r t e d  to some o t h e r  p r o d u c t i v e  f i e l d s .

The r e s e a r c h e r  can c o n c l u d e  the t o p i c  o f  f e r t i l i z e r  p r i c i n g  and

f e r t i l i z e r  s u b s i d i e s  w i t h  t he  l a n g u a g e s  o f  f amous e c o n o m i s t s  t h a t

f e r t i l i z e r  p r i c i n g  was an i s s u e  f o r  r e c u r r i n g  d e b a t e  be t ween  t he

p r o d u c i n g  c o r p o r a t i o n  and the  P l a n n i n g  Commiss i on o f  B a n g l a d e s h  w i t h

8 3the  f i n a l  d e c i s i o n  b e i n g  taken by the c a b i n e t .  A t  c a b i n e t  l e v e l

80.  Hoque,  M, Muzammel ,  " T a x a t i o n  P o l i c y  -  a s  a means  o f  Domes t i c  
Re s o u r c e  M o b i l i s a t i o n ' * ,  ( Dhakat  The In s t l  t u t e  o f  C h a r t e r e d  
A c c o u n t a n t s  o f  B a n g l a d e s h ,  1985) .

81.  The Ba n g l a d e s h  O b s e r v e r . Dhaka,  14th J a n u a r y  1987.  ( T h i s  was  
d i s c l o s e d  by the Deputy P r i me  Mi ni  s t e r - 1  n - c h a  r g  e o f  t he  M i n i s t r y  
o f  I n d u s t r i e s ,  Mr .  Moudud Ahmed I n  C h i t t a g o n g  on 13th J a n u a r y ,  
1985 ) .

82.  H a b i b u l l a h ,  M. , Ghosh,  S.N.  Hel  a l  u z z a ma n , A . K . M . ,  Quddus ,  M , a , ,  
and Chowdhury ,  M . H . ,  A Study o f  Government  S u b s i d y  to F e r t i l i z e r . 
( Dhaka i  P l a n n i n g  Commi ss i on ,  1980 ) ,  p p . 8 4 - 8 5 .

83.  Sobhan,  Rehraan, and Ahmed,  M u z a f f a r ,  P u b l i c  E n t e r p r i s e  i n  an 
I n t e r m e d i a t e  Regime i A Study i n  t he  P o l i t i c a l  EcQnomy o f  
Banql  a d e s h . ( Dhaka*  The B a n g l a d e s h  I n s t i t u t e  o f  De v e l o p me nt  
S t u d i e s ,  1980 ) ,  p.  479.
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and a t  t he  t ime  o f  b u d g e t  eve r y  y e a r  b e g i n n i n g  l 972 - 73>  the  Coraml-  

s s i on  moved the  c a b i n e t  to a b o l i s h  f e r t i l i z e r  s u b s i d i e s  a r g u i n g  

t h a t  s ub s i d y  to be b e n e f i c i a l  to the  r i c h  f a r m e r s ,  e n c o u r a g i n g  

smug g l i ng  o f  Urea  a c r o s s  the  b o r d e r ,  e f f e c t  c o n t r i b u t e d  to d e f i c i t  

f i n a n c e  i n  the  g ove r nment  t r e a s u r y .  R e s i s t a n c e  to any p r i c e  

i n c r e a s e  was l e d  by the  M i n i s t r y  o f  A g r i c u l t u r e  and Ba DC who f e a r e d  

t h a t  h i g h e r  p r i c e s  woul d  r educ e  f e r t i l i z e r  c o n s u mp t i o n .  A t t e m p t s  

to r a i s e  f e r t i l i z e r  p r i c e s  iwere a l s o  r e s i s t e d  by the  r u l i n g  p a r t y  

i n  the  name o f  t he  f a r m e r s .  The M i n i s t r y  o f  F i n a n c e  s u p p o r t e d  the  

r e d u c t i o n  o f  s u b s i d i e s  b u t  a t  the samet ime opposed  I n c r e a s e s  i n  the  

f e r t i l i z e r  p r i c e .  They t ended  to c o n f u s e  the i s s u e  by s e e i n g  h i g h e r  

p r i c e s  f o r  the  p u b l i c  s e c t o r  a s  an a t t e m p t  to c o n c e a l  t he  I n e f f i ­

c i e nc y  o f  p u b l i c  e n t e r p r i s e .

113

3. 06  ROLE OF THE BANGLADESH CHEMICAL INDUSTRIES  
c o r p o r a t i o n  i n  t h e  NATIONa LI SEP SECTOR

One Ba n g l a d e s h i  e x p e r t ,  ( F i n a n c i a l  A d v i s e r ,  B a n g l a d e s h  S t e e l  S. 

E n g i n e e r i n g  C o r p o r a t i o n )  d e s c r i b e d  t h a t  a t  the  c r e a t i o n  o f  P a k i s t a n  

i n  19 47 t he  g e o g r a p h i c  a r e a  now known a s  B a n g l a d e s h  was t o t a l l y  

u n d e r d e v e l o p e d  in t r a d e ,  commerce and i n d u s t r y , ® ^  The need  f o r  the  

c r e a t i o n  o f  t he  p u b l i c  s e c t o r  was f e l t ,  when huge  p r o f i t s ,  e a r n e d  by

84.  Haque,  vtnwarul ,  “ System o f  I n t e r n a l  and E x t e r n a l  C o n t r o l  o f  p u b l i c  
s e c t o r  i n d u s t r i a l  e n t e r p r i s e s  In B a n g l a d e s h " ,  C o n t r o l  Sys tems  f o r  
P u b l i c  E n t e r p r i s e s  I n  De v e l o o i n Q  C o u n t r i e s . ( L j u b l j a n a *  I n t e r n a ­
t i o n a l  C e n t e r  f o r  P u b l i c  E n t e r p r i s e s  I n  D e v e l o p i n g  Coun tri. e s,  198 2 ) ,  
p.  169. ( P a p e r  p r e s e n t e d  a t  an I n t e r n a t i o n a l  Workshop h e l d  a t  
L j u b l j a n a ,  Y u g o s l a v i a ,  9 to 13 J u l y ,  1979 c o n v e n t e d  by t he  I n t e r n a ­
t i o n a l  C e n t e r  f o r  P u b l i c  E n t e r p r i s e s  In D e v e l o p i n g  C o u n t r i e s  ( I C P E )  
In c o l l a b o r a t i o n  w i t h  the  UN D i v i s i o n  o f  P u b l i c  A d m i n i s t r a t i o n  and  
F i n a n c e ) .

Dhaka University Institutional Repository



the f o r e i g n e r s ,  wer e  r e p a t r i a t e d  o u t  o f  the  c o u n t r y .  For  g r e a t e r  

p r o d u c t i o n ,  and p r o p e r  d i s t r i b u t i o n  o f  w e a l t h .  In a d d i t i o n  to the  

i n h e r i t a n c e  o f  the s t a t u t o r y  c o r p o r a t i o n s  o f  t he  P a k i s t a n  d a y s ,  w i t h  

the  n a t i o n a l i z a t i o n  o f  c e r t a i n  i n d u s t r i a l  s e c t o r s  and f i n a n c i a l  

i n s t i t u t i o n s  in B a n g l a d e s h ,  the number  o f  p u b l i c  e n t e r p r i s e s  have  

t r emendous l y  i n c r e a s e d  a f t e r  l i b e r a t i o n  o f  t he  c o u n t r y .

D a v i e s  and Hughes  d e f i n e  t h a t  p u b l i c  e n t e r p r i s e  i s  s i mp l y  sub ­

j e c t  to a more  d i r e c t  form o f  gove r nment  r e g u l a t i o n  o f  i n d u s t r y ,  i n

8 5t h a t  the  p r o d u c t i o n  p r o c e s s  i t s e l f  i s  p u b l i c l y  owned.  A c c o r d i n g

to B.C.  Tandon,  the p u b l i c  must  have  t he  f i n a l  word i n  the  c o n t r o l

8 6
o f  p u b l i c  e n t e r p r i s e s .  Former C a b i n e t  S e c r e t a r y ,  Gove rnment  o f  

I n d i a ,  S. S. Khera  d e s c r i b e d  t h a t  t h e  p u b l i c  s e c t o r  a s  a w h o l e  c o n s t i ­

t u t e s  a p o w e r f u l  i n s t r u m e n t  i n  the  hands  o f  t he  g o v e r n me n t ,  i n  f o s -

67t e r i n g  the  s o c i a l  and economic t r a n s f o r m a t i o n  o f  the n a t i o n ,  N . N ,  

M a l l y a  d e s c r i b e d  t h a t  p u b l i c  e n t e r p r i s e s  p a s s  u n d e r  d i f f e r e n t  names  

i n  d i f f e r e n t  c o u n t r i e s  and they may be c a l l e d  t he  p u b l i c  s e c t o r ,  

s t a t e  e n t e r p r i s e s ,  n a t i o n a l i s e d  i n d u s t r i e s ,  s o c i a l i s e d  i n d u s t r i e s *  

o r  wear  t h e  g a r b  o f  some -  i sm l i k e  S t a t i s m ,  S o c i a l i s m  o r  C o l l e c t i ­

v i sm,  bu t  b a s i c a l l y  they mean t h e  same t h i n g .  He v i e w e d  t h a t  by and  

l a r g e  they r e f e r  to i n d u s t r i e s  owned and c o n t r o l l e d  by the  s t a t e ,

wi th  o t h e r  i d e o l o g i c a l  c o n s i d e r a t i o n s  a t t a c h e d  to them and i t  i s  a

8 8
ma t t e r  o f  d e g r e e .  R.R.  I y e r  d e s c r i b e d  t h a t  i n  c a s e  o f  p u b l i c

85.  D a v i e s ,  and Hughes ,  S . ,  M a n a g e r i a l  E c o n o mi c s . ( E s t o v e r i
Macdona l d  and Evans ,  1977 ) ,  p ,  l o5 ,

86.  Tandon,  B. C, , Management  o f  P u b l i c  E n t e r p r i s e s . ( A l l a h a b a d i
Chai  t anya  P u b l i s h i n g  House,  1978 ) ,  p , 106 ,

87.  Khe r a ,  S. S. , " P u b l i c  S e c t o r  Management " ,  Manageme n t i n  G o v e r n me n t .
(New D e l h i !  Government  o f  I n d i a ,  M i n i s t r y  o f  I n f o r m a t i o n  and 
B r o a d c a s t i n g ,  1979 ) ,  p . 89.

88.  M a l l y a ,  N . N . ,  P u b l i c  E n t e r p r i s e s  i n  I n ( J i î. (New De l h i  i N a t i o n a l  
P u b l i s h i n g  House,  197 l ) ,  p.  3.

114
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e n t e r p r i s e s  i n  I n d i a ,  t he  government  p l a y s  the  r o l e  o f  an e n t r e p r e ­

n e u r - c u m- i  n v e s to r , a s  w e l l  a s  t h a t  o f  d e v e l o p me n t  b a n k e r  to the

p u b l i c  s e c t o r  and i n  t e rms  o f  the I n d i a n  Compani es  A c t ,  t he  p u b l i c

89
s e c t o r  compani es  f a l l  i n t o  the  c a t e g o r y  o f  " g o v e r n m e n t  c o m p a n i e s " .

One member o f  the  I n d i a n  P l a n n i n g  Commiss i on s t a t e d  t h a t  t he  p u b l i c

s e c t o r  Would c e a s e  to be a h o s p i t a l  f o r  the s i c k  and the  t e r m i n a l l y

90i l l  on l y  i i  p r e v e n t i v e  a c t i o n  was t aken  a t  an e a r l y  s t a g e .

Famous I n d i a n  a c a d e m i c i a n  P r o f e s s o r  Dr .  B. K.  Ba su v i e w e d  i n  h i s

book i n  the c h a p t e r ,  ' A u d i t  o f  P u b l i c  E n t e r p r i s e s *  a s  t he  o b j e c t  o f

the p u b l i c  s e c t o r  u n d e r t a k i n g s  was to b r i n g  o u t  an i mpr ove ment  i n

the o v e r a l l  economy o f  t he  n a t i o n  and to d i s t r i b u t e  t he  a d v a n t a g e s

d e r i v e d  f rom the u n d e r t a k i n g s  among t he  p e o p l e  o f  t he  c o u n t r y  i r r e s -

9 1p e c t i v e  o f  any c l a s s *  c a s t e ,  c r e e d  and r e l i g i o n .  That  i s  why D.

Hmarchand o p i ne d  t h a t  p u b l i c  e n t e r p r i s e s  c o u l d  be j u s t i f i e d  on l y  f o r

two r e a s o n s ,  one was on the  b a s i s  o f  i d e o l o g y  and the  o t h e r  on the

9 2b a s i s  o f  e f f i c i e n c y .

S i nc e  the  government  has  d i r e c t l y  o r  i n d i r e c t l y  assumed r e s p o n ­

s i b i l i t y  f o r  t he  p u b l i c  e n t e r p r i s e s  t h r o ug h  d i r e c t  o r  i n d i r e c t  o w n e r ­

ship a n d/ o r  c o n t r o l ,  i t  n e e d s  to e x e r c i s e  t he  p r e r o g a t i v e s  o f  o wn e r ­

s h i p .  Th i s  i m p l i e s  t h a t  i t  w i l l  t ry  to p r o t e c t  t h e  p u b l i c  i n t e r e s t

89.  I y e r ,  Ramaswamy R, , •‘C o n t r o l  Sys tems  f o r  P u b l i c  E n t e r p r i s e s  i n
I n di a ” , C o n t r o l  Svstefns f o r  P u b l i c E n t e r p r i s e s  i n  p e y e l o p i n g  
Coun t r i e s . i L j u b l j a n a *  I n t e r n a t i o n a l  C e n t e r  f o r  P u b l i c  E n t e r ­
p r i s e s  i n  D e v e l o p i n g  C o u n t r i e s ,  1982 ) ,  p . 235.

90.  H u s s a i n ,  A b l d ,  " P u b l i c  S e c t o r  -  Need f o r  R e f o r m” , Th e Dai Iv N ev%s. 
( Dhaka*  24th J a n u a r y ,  1988) .

91.  B a s u ,  B . K . ,  An I n s i g h t  i n t o  A u d i t i n g . ( C a l c u t t a !  Book S y n d i c a t e  
P r i v a t e  L i m i t e d ,  198 l ) , p.  28.  1,

92.  Amarchand,  D. , "Management  De ve l opme nt  and T r a i n i n g  t I t s  Ro l e
i n  P u b l i c  E n t e r p r i s e s  D e v e l o p me n t " ,  M i s h r a ,  R . K , ,  and H a v i s h a n k a r ,
S. ( e d i t e d ) .  Management  Deve l opment  and T r a i n i n g  i n  P u b l i c  En t e r -  
p rl  s e s .  (New De l h i  i A j a n t a  P u b l i c a t i o n s ,  1983 ) ,  p . 32,
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through i t s  r o l e  as  g u a r d i a n  o f  t he  p u b l i c  i n t e r e s t  and t r u s t e e
Q 3

o f  p u b l i c  f un ds .  In d e f i n i n g  p u b l i c  e n t e r p r i s e  i n  c a s e  o f  

Ba n g l a d e s h  they a l s o  a r g u e d  t h a t  t h r e e  a s p e c t s  ne e d e d  to be c o n s i ­

de r ed  i . e .  a d i s t i n c t  p u b l i c  e n t i t y ,  o w n e r s h i p  and c o n t r o l ,  and 

p r o d u c t i v e  e n t i t y  which meant  a p r o d u c t i v e  e n t i t y  p r o d u c i n g  mar ­

k e t e d  goods  and s e r v i c e s  w i t h i n  an e x p l i c i t  o r  e x t r a c t a b l e  b u d g e t  

c o v e r i n g  a t  l e a s t  f i f t y  p e r  c e n t  o f  c u r r e n t  c o s t  f rom c u r r e n t  

s a l e s  and unde r  the  d e c i s i o n - m a k i n g  c o n t r o l  o f  t he  gove r nmen t  o r
Q 4

i t s  a p p o i n t e d  b o d i e s .

M. Ahmed,  a g a i n  v i e we d  t h a t  the  p u b l i c  s e c t o r  i n B a n g l a d e s h

was si oni  c an t ,  in t he  i n d u s t r i e s  s e c t o r  i t  was encompassed  o v e r

f o u r  hundred u n i t s  whi ch  a c c o u n t e d  f o r  n e a r l y  8b% o f  p r o d u c t i o n  in

9 bl a r g e  s c a l e  m a n u f a c t u r i n g  s e c t o r .

As a p u b l i c  s e c t o r  i n s t i t u t i o n ,  B a n g l a d e s h  Chemi ca l  I n d u s t r i e s  

C o r p o r a t i o n  ( BCI C )  has  a l r e a d y  e s t a b l i s h e d  i t s  i ma g e  a s  a l e a d i n g  

s e c t o r - c o r p o r a  t i on  engaged  i n  the  t a sk  o f  I n d u s t r i a l i s i n g  t h e  c oun ­

t r y  i n  chemi ca l  and a l l i e d  s e c t o r  was e s t a b l i s h e d  i n  J u l y ,  1*976 

under  the  p r o v i s i o n  o f  P r e s i d e n t i a l  O r d e r  27 o f  1972 ( B a n g l a d e s h  

I n d u s t r i a l  E n t e r p r i s e s  N a t i o n a l i s e d  O r d e r )  t h r oug h  a m e r g e r  o f  

t h r e e  f o r me r  s e c t o r  c o r p o r a t i o n s ,  v i z .

i )  B ang l a d e s h  F e r t i l i z e r ,  Chemi ca l  and P h a r m a c e u t i c a l
Co rpo ra t i  on ,

i l )  B a ng l a d e s h  P a p e r  and Board C o r p o r a t i o n ,  and

l i i )  Ba n g l a d e s h  T a n n e r i e s  C o r p o r a t i o n .

93.  Sobhan,  Rehman, and Ahmed, M u z a f f e r ,  P u b l i c  E n t e r p r i s e  i n  an
I n t e r m e d i a t e  Regime » A Study i n  the  t ^ o H t i c a l  Economy 6T
B a n g l a d e s h . t Phaka*  The Ban g l  adesh  In s t i  tu t e  o f Dev el  oproen t
S t u d i e s ,  1980) ,  p .  290.

94.  I b i d . ,  p .  267,

95.  rthmed, M u z a f f e r ,  " De v e l o pmen t  P l a n n i n g  and P u b l i c  S e c t o r  E n t e r ­
p r i s e s  i n B a n g l a d e s h " ,  Management .  B u s i n e s s  and Ec o n o mi c s . 
( Dhaka*  The I n s t i t u t e  o f Bu s in e s s  Admini  s t  ra t i  on , Uni v e r s i  ty o f  
Dhaka,  V o l . l ,  N o . 2,  1975 ) ,  p . 4.
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The c o r p o r a t i o n  I s a  f u l l y  government  owned i n d u s t r i a l  s e c t o r  

C o r p o r a t i o n  r e s p o n s i b l e  f o r  c o n t r o l ,  c o - o r d i n a t i o n  and s u p e r v i s i o n  

o f  the  e n t e r p r i s e s  p l a c e d  unde r  i t s  managennent and f o r  the e s t a b l i s h ­

ment and d e ve l opme nt  o f  new p r o j e c t s .

BCIC s t a r t s  w i t h  88 ( e i g h t y  e i g h t )  e n t e r p r i s e s  i n  J u l y ,  1976 

and now i n  1985-86 manages  22 ( t we n t y  t wo )  l a r g e  and medium s i z e  

e n t e r p r i s e s  a f t e r  s y s t e m a t i c  di s - i  n v e s tm en t  o f  s ma l l  e n t e r p r i s e s ,  

r e t u r n  o f  e n t e r p r i s e s  to B a n g l a d e s h i  o wne r s  and di  s - i  n v e stm en t o f  

the e r s t w h i l e  abandoned  u n i t s *

BCI C p r o d u c e s  a ve ry  wi de  r ange  o f  p r o d u c t s  i n  the  F e r t i l i z e r ,  

P a p e r ,  Ch e mi c a l ,  Cement and o t h e r  a l l i e d  I n d u s t r i e s  and the v a l u e

o f  p r o d u c t i o n  e x p e c t e d  i n  1986-87 i s  T k . 9 1 4 . l 4  c r o r e s ,  an i n c r e a s e

9 6
o f  2 8 %  o v e r  1985-86.  The e n t e r p r i s e s  unde r  the  c o r p o r a t l c n  p r o ­

duced goods  wor th T k , ] 6 8 . 8 6  c r o r e s  i n  1976-77 whi ch went  up to 

T k , 8 l 3 , 0 b  c r o r e s  i n  1985-86 a t  p r e v a i l i n g  p r i c e s  ( Ta hi  c - 3.09 ) ,  I t

may be seen from the t a b l e  t h a t  eve r y  s u c c e s s i v e  y e a r ,  t he  o v e r a l l

97p r o d u c t i v i t y  o f  t he  c o r p o r a t i o n  r e g i s t e r e d  p o s i t i v e  g r o wt h .

In 1976-77,  BCI C s t a r t e d  wi th  a n e g a t i v e  e q u i t y  o f  T k . ] l , 4 1 2 3  

c r o r e s  ( o f  the e x i s t i n g  u n i t s )  a g a i n s t  t o t a l  a s s e t s  o f  I k ,  321. 6296  

c r o r e s  and n e t  a s s e t s  o f  T k . ] 5 9 . 3 8 1 5  c r o r e s .  Wi th the  f i n a n c i a l  

i mprovement  made by BCI C d u r i n g  the  l a s t  d e c a d e ,  the  n e g a t i v e  n e t  

Worth t u r n e d  to a p o s i t i v e  n e t w o r t h  o f  Tk. 497.  4635 c r o r e s .  To t a l  

a s s e t s  and n e t  a s s e t s  have  i n c r e a s e d  to T k . 2622 . 7871  c r o r e s  and
Q Q

Tk. 1842.5614 c r o r e s  r e s p e c t i v e l y ,

96.  Government  o f  t he  P e o p l e ’ s R e p u b l i c  o f  B a n g l a d e s h ,  Au ton omou s 
B o d i e s  Budge t s  1986-87 . (  Dhak a » M i n i s t r y  o f  Fi nan c e , 1986)  , p , 24,

97.  B a n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  BC I C . 
( Dhaka i  1986) ,  p , 37 .

98.  I bl d,  . p.  25.
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Stat ement  showing P r o d u c t i o n  V a l u e  o f  BCIC from
1976-77 to 1985-86

T TYe a r P r o d u c t i o n  V a l u e  
i n  C r o r e  Taka a t  
P r e v a i l i n g  P r i c e s

I nd e x r  I n c r e a  se o v e r  
I p r e v i  ou s y ea r

A

■I

1976-77

1977-78

1978-79

1979-80

1980-8 1 

198 1-82

1982-83

1983-84

1984-8b

1985-86

168,86

210. 0  3

249 . 4  1 

311.  30 

368.09

419. 0  4 

b35.  18

629 . 0  4 

694.  38

8 1 3 . 0 5

100 

119 

148 

184 

212 

248 

316 

37 3 

411 

48 2

19

24

25 

15 

17 

28 

IB 

10 

17

S ou r ce i  Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n .

Dur i ng  the l a s t  10 y e a r s  t he  c o r p o r a t i o n  ha s  e a r n e d  p r o f i t  

c o n t i n u o u s l y  e x c e p t  f o r  1977-78,  D u r i n g  t h i s  p e r i o d ,  ho we v e r ,  some 

o f  the e n t e r p r i s e s  had i n c u r r e d  l o s s .  D u r i n g  t h i s  p e r i o d  p r o f i t a b l e

e n t e r p r i s e s  e a r ne d  p r o f i t  o f  Tk. 345. 64  c r o r e s  and l o s i n g  e n t e r p r i s e s

99i n c u r r e d  l o s s  o f  Tk, 188. 33 c r o r e s .

The p r o f i t  f i g u r e  would have  been much h i g h e r  i f  g o v e r n me nt  

would a p p r o v e  o f  the  p r o p o s e d  p r i c e  a c c o mo d a t i n g  a c t u a l  c o s t  i n c r e a ­

sed on a c c o u n t  o f  g a s »  e l e c t r i c i t y ,  s a l a r i e s  and w a g e s  and o t h e r  

i n p u t  m a t e r i a l s .  In BCI C p r i c e s  o f  80% p r o d u c t  i s  f i x e d  by t he

99.  I b i d . ,  p .  41.
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gove rnment .  On many o c c a s i o n s  gove r nment  a p p r o v a l  on p r i c e  a d j u s t ­

ment p r o p o s a l  was e i t h e r  d e l a y e d  o r  even n o t  g i v e n .  For  t h a t  r e a s o n  

p r i c e  a d j u s t me n t  c o u l d  no t  be made c o n t i n u o u s l y  f o r  many y e a r s  wt^iich 

has  s e r i o u s l y  a f f e c t e d  p r o f i t .

The c o r p o r a t i o n  b e l i e v e s  t h a t  a s  a p u b l i c  s e c t o r  o r g a n i z a t i o n  

BCIC has  an o v e r - r i d i n g  o b l i g a t i o n  to the  n a t i o n  to h e l p  d e v e l o p  

l i n k a g e  i n d u s t r i e s  i n  t he  c o u n t r y .  The v a r i o u s  goods  m a n u f a c t u r e d  

by the  BCI C e n t e r p r i s e s  d i r e c t l y  a f f e c t  the  w e l f a r e  o f  t h e  p e o p l e  

i n  g e n e r a l  and the  w i d e r  economic i n t e r e s t  o f  t he  c o u n t r y .  Du r i ng  

the l a s t  10 y e a r s  mul t i - d i m  en si  ona l  i n n o v a t i v e  m e a s u r e s  were  c a r r i e d  

i n  a c o n c e r t e d  manner  f o r  i mpr ove d  p r o d u c t i v i t y  i n  t e r ms  o f  i n c r e a s e d  

o u t p u t ,  b e t t e r  q u a l i t y ,  l e s s e r  down t ime and f i n a l l y  r e d u c t i o n  o f  

c o s t  o f  p rodu c t i  o n ,

BCI C i n  i t s  annua l  r e p o r t  o f  1985-86 d e s c r i b e d  t h a t  a s  a p u b l i c

s e c t o r  c o r p o r a t i o n ,  B a n g l a d e s h  Chemi ca l  i n d u s t r i e s  C o r p o r a t i o n  owned

solemn o b l i g a t i o n  to e n s u r e  t h a t  the e s s e n t i a l  p r o d u c t s  p r o d u c e d  by

i t s  e n t e r p r i s e s  r e a c h e d  the  consumer s  a t  a r e a s o n a b l e  p r i c e .  A t  the

same t ime,  the c o r p o r a t i o n  r e c o g n i s e s  t h e  f a c t  t h a t  t he  l o n g - r u n

s u r v i v a l  and g rowth o f  any e n t e r p r i s e  s i g n i f i c a n t l y  d e p e n d s  on th e

e a r n i n g  o f  s u r p l u s  and ma i n t e n a nc e  o f  f i n a n c i a l  s o l v e n c y .  As such,

BCIC has  been c o n t i n u o u s l y  e n d e a v o u r i n g  to i n c r e a s e  i t s  p r o f i t a b i l i t y

through augment i ng  the vo l ume  o f  p r o d u c t i o n  and s a l e s  and r e d u c i n g

the c o s t  o f  p r o d u c t i o n  through  v a r i o u s  c o s t  s a v i n g  and i mpr ove me n t

10 1measu r e s .

100. I b j c i . , p.  47.

101, Bang l ad e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Annua l  Repo r t  
1985-86,  ( D h a k a ) ,  p . 14.
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The Head O f f i c e  i s  p r i m a r i l y ,  c o n c e r n e d  w i t h  t he  s e t t i n g  o f  

obj  e c t i  v e / t a r g e t s ,  a p p r o v a l  o f  b u d g e t ,  m o n l t o r i n y  o f  a c t u a l  p e r ­

formance wi th  r e f e r e n c e  to t a r g e t / o b j e c t i v e ,  r e n d e r i n g  e x p e r t i s e  

a s s i s t a n c e .  Each e n t e r p r i s e  ha y i ng  s e p a r a t e  l e g a l  &n t i t y  and has  

been d e l e g a t e d  wi th r e q u i r e d  a d m i n i s t r a t i v e ,  t e c h n i c a l ,  c ommer c i a l  

and f i n a n c i a l  a u t h o r i t y  to o p e r a t e  e f f i c i e n t l y  and d y n a m i c a l l y .

The g e n e r a l  d i r e c t i o n  and a d m i n i s t r a t i o n  o f  the a f f a i r s  and  

b u s i n e s s  o f  the c o r p o r a t i o n  i s  v e s t e d  i n  t he  Board  o f  D i r e c t o r s  

who a r e  a p p o i n t e d  by the  government  w h i l e  the  Chai  rjnan i s  the  

C h i e f  E x e c u t i v e  O f f i c e r ,  the  m a r b c r s  o f  the  Board a c t  a s  f u n c ­

t i o n a l  d i r e c t o r s .  In BCiC,  Chai rman i s  the supreme hoad whe i s  

a s s i s t e d  by D i r e c t o r s  -  D i r e c t o r  F i n a n c e ;  D i r e c t o r  T e c h n i c a l  

and E n g i n e e r i n g ;  D i r e c t o r  Commerc i a l ;  D i r e c t o r  P r o d u c t i o n  and 

Resear ch ;  D i r e c t o r  P l a n n i n g  and I mp l e me n t a t i o n  and one  S e c r e t a r y .  

Each e n t e r p r i s e  has  an E n t e r p r i s e  Management  Board/Company Board  

r e s p o n s i b l e  f o r  o v e r a l l  management  o f  t he  e n t e r p r i s e .  Cha i rman/  

D i r e c t o r  o f  the C o r p o r a t i o n  i s  t he  Chai rman o f  t he  E n t e r p r i s e  

Management Board/Company Board who a l s o  a c t s  as  Di r e c  to r - i  n-Cl ia r  g a 

f o r  the same e n t e r p r i s e .
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3.07 THE POSITION OF FERTILIZER INDUSTRY 
IN BANGLADESH

Based on the d e l i b e r a t i o n s  o f  a s emi na r  h e l d  i n  New D e l h i ,

15-19 September ,  1980,  o r g a n i s e d  by Fa O in c o l l a b o r a t i o n  wi th  the

M i n i s t r y  o f  A g r i c u l t u r e  and Rura l  R e c o n s t r u c t i o n ,  Government  o f

I n d i a ,  wi th the a s s i s t a n c e  o f  the  F e r t i l i z e r  A s s o c i a t i o n  o f  I n d i a ,

i n  c o n c l u s i o n  s a i d  d e a r l y  t h a t  the  F e r t i l i z e r  I n d u s t r y  was maki ng ,

through  the F e r t i l i z e r  A s s o c i a t i o n  o f  I n d i a ,  a s i g n i f i c a n t  and

10 2o b j e c t i v e  c o n t r i b u t i o n  to a g r i c u l t u r a l  d e v e l o p me n t .

R e a l i s i n g  the i m p o r t a n c e  o f  f e r t i l i z e r ,  t he  U n i t e d  N a t i o n s  

a r r a n g e d ,  F i r s t  Un i t e d  N a t i o n s  I n t e r r e g i o n a l  s e mi na r  on the  P r o d u c ­

t i on  o f  F e r t i l i z e r  i n  K i e v ,  U k r a i n i a n ,  USSR, from 24 A u g u s t  to

11 September  1965 and t he  Second I n t e r r e g i o n a l  F e r t i l i z e r  Symposium 

i n  c o - o p e r a t i o n  w i t h  the  Government  o f  USSR and I n d i a ,  h e l d  p a r t l y  

i n  K i e v ,  USSR from 21 Sept ember  to 1 O c t o b e r  19^1 and p a r t l y  i n  

New D e l h i ,  I n d i a  from 2 to 13 O c t o b e r ,  1971,

The Second I n te r - R e g i  on a i F e r t i l i z e r  Symposium e mphas i z ed  on 

i d e n t i f y i n g  the  p r o b l e ms  f a c e d  by the f e r t i l i z e r  I n d u s t r y  in d e v e l o ­

p i n g  c o u n t r i e s  and p r o p o s i n g  s o l u t i o n s  to p r o b l e m s ,  where  103 

t e c h n i c a l  p a p e r s  wer e  p r e s e n t e d  and d i s c u s s e d .  UNIDO c i r c u l a t e d  a 

q u e s t i o n n a i r e  c o v e r i n g  the  p r o b l e m s  o f  t he  f e r t i l i z e r  i n d u s t r y  i n  

d e v e l o p i n g  c o u n t r i e s ,  the  h i g h e s t  i m p o r t a n c e  among t h e  p r o b l e m s

10 3c i t e d  was a c c o r d e d  to ' *High Cos t  o f  P r o d u c t i o n  o f  F e r t i l i z e r s ” .

102, Food and A g r i c u l t u r e  O r g a n i z a t i o n  o f  t he  U n i t e d  N a t i o n s ,  
M a x l m i y l n o  F e r t i l i z e r  Use E f f i c i e n c y.  (Rome* 198 3 ) ,  p .  46,

10 3, U n i t e d  N a t i o n s  I n d u s t r i a l  Deve l opme nt  O r g a n i s a t i o n ,  R e c en t  
Dev s i  orjment s i n  the  F e r t i l i 7 e r  I n d u s t r y . ( New Y o r k i  
Uni t ed N a t i o n s ,  1972 ) ,  p . 93,
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The Suprane  Head o f  the  F e r t i l i z e r  I n d u s t r y  i n  B a n g l a d e s h  i . e .  

Chai rman,  B a ng l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n  ( F e r t i l i z e r  

I n d u s t r y  i s  i n c l u d e d  i n  the  Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a ­

t i on)  v i ewed  i n  the  c a s e  o f  Ba n g l a d e s h  t h a t  the  F e r t i l i z e r  I n d u s t r y

was making s u b s t a n t i a l  c o n t r i b u t i o n  to the n a t i o n a l  economy in

10 4
v a r i o u s  ways .  He howeve r ,  d e s c r i b e d  t h a t  the  f e r t i l i z e r  i n d u s ­

t r i e s '  r e a l  c o n t r i b u t i o n  l i e d  i n  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c ­

t i v i t y  which,  i n  t e rm,  i mpr ove d  the  s o c i o - e c o n o m i c  c o n d i t i o n  o f  

the v a s t  m a j o r i t y  o f  o u r  p o p u l a t i o n ,  b e s i d e s  i mp r ov e men t  the  i n f r a ­

s t r u c t u r e ,  a c q u i s i t i o n  o f  new t e c h n o l o g y  and u s e  o f  n a t u r a l  r e s o ­

u r c e s .

F e r t i l i z e r  r e p r e s e n t s  the  s i n g l e  b i g g e s t  s e c t o r  o f  the  B a n g l a ­

desh Chemica l  I n d u s t r i e s  C o r p o r a t i o n  r e p r e s e n t i n g  a b o u t  44/  ̂ o f  the  

t o t a l  p r o d u c t i o n  v a l u e  and c o n s t i t u t i n g  75,^ o f  t he  t o t a l  i n v e s t m e n t  

i n  f i x e d  a s s e t s  ( a t  c o s t ) , ^ * ^ ^

The Wor l d  Bank p r e s e n t e d  a wo r k i n g  p a p e r  on F e r t i l i z e r  S e c t o r  

i n  Egypt ,  which f o c u s e d  a dynamic s e c t o r a l  p l a n n i n g  model  to d e t e r ­

mine the minimum c o s t  p a t t e r n  o f  i n v e s t m e n t ,  p r o d u c t i o n ,  t r a n s p o r ­

t a t i o n  and i n t e r n a t i o n a l  t r a d e  o f  me e t i n g  the demands f o r  f e r t i l i z e r  

o v e r  the p e r i o d  1979 - 87 , ^ ^ ^

104. H o s s a i n ,  A . K . M ,  M o s h a r r a f ,  " F e r t i l i z e r  I n d u s t r y  j B l u e p r i n t  
f o r  Tomorrow” , The Ba n g l a d e s h  O b s e r v e r . ( Dha ka *  26th F e b r u a r y ,  
1987) .

105. B a ng l a d e s h  Chemi ca l  I n d u s t r i e s  Co r(>o ra t i  o n , Ten Y e a r s  o f  BCIC,  
(Dhaka*  1986) ,  p . 38.

10 6 . Wor l d  Bank,  A Pl^^nnlnq Study o f  t h e  F e r t i l i z e r  S e c t o r  i n  E g y p t .
(Vya s h l ng t on  , D. C. , 1977 ) ,  p . 82 .
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F e r t i l i z e r  p r o d u c t i o n  commenced i n  B a n g l a d e s h  i n  December  1961.  

There i s  f f i  cl  en t r e s e r v e  o f  n a t u r a l  g a s  whi ch i s  u s e d  a s  r aw

m a t e r i a l  and on the o t h e r  hand demand o f  f e r t i l i z e r  i s  i n c r e a s i n g

t r e me ndous l y .  To a s s i s t  i n  r a i s i n g  f ood p r o d u c t i o n ,  to meet  p o p u l a ­

t i on g rowth and to expand GDP, e f f o r t s  were  made by t h e  gove r nment  

to expand I n d i g e n o u s  f e r t i l i z e r  p r o d u c t i o n  by r e v a m p i n g  e x i s t i n g  

f e r t i l i z e r  f a c i l i t i e s  and i n s t a l l i n g  new f a c i l i t i e s  i n  the Second  

Fi ve  Y e a r  P l a n ,  a t r e nd  t h a t  had c o n t i n u e d  i n t o  the  c u r r e n t  p l a n  

( l 9 8 5 - 9 0 )  o f  the Government  o f  the P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h .

A s t a f f  wo r k i ng  p a p e r  o f  the A s i a n  De v e l o p me nt  Bank p r e p a r e d  a

l i s t  o f  f e r t i l i z e r  p r o d u c t i o n  o f  A s i a n  c o u n t r i e s  from 1966 to 1982 

which showed f e r t i l i z e r  p r o d u c t i o n  o f  South A s i a  i n  1966 was 27 2 

thousand  MI  and i n c r e a s e d  i n  1902 to 5 , 976  t ho us a nd  MT ( Ta b l  e - 3. 10

T a b l e  -  3,  \Q

Stat ement  showing  F e r t i l i z e r  -  A l l  Types*
P r o d u c t i o n  o f  1966-  1982 o f  South A s i a

Count ry  | 1966 1967 1968 19 69|
'■ "' j j  

1970 197 1 1972} 1973} 1974 j

SOUTH ASIA
I
1

Ba n g l a d e s h 43 50 40 43 80 21 92 130 46 1

N ep a 1 - - - - - - - -
\

Bu rma - - - mm 15 32 37 37 4 3 j

A f ghani  s tan - - - - - - - - 19 i 
\

Ind i  a 177 610 776 9 54 1061 1240 138 5 1374 1518 j

Sr i  Lanka - - - - - - - -
1

P a k l s t a n 52 53 53 134 133 221 281 30 3 326

To t a 1 1 27 2 7 13 8 69 1131 1289 1514 1795 1844 1952

Con t d , .  .

107, A s i a n  Deve l opment  Bank,  A g r i c u l t u r e  i n  A s i a  » S t a t i s t i c a l  
Appendi  c $ § . ( M a n i l a *  1985) ,  p . 27,
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T a b l e  3 . 1 0  c o n t i n u e d

1975^ 1976 1977 1978 1 1979  ̂ 1980 } 198 1^ 198 2 !Coun t ry

I
I Bang l a d e s h 153 148 125 164 201 19 3 222 269 i

)[ N ep a 1 - - - - - - -
(

-  (
(

J Bu rnia 47 55 58 62 60 60

]| A f ghani  stan 15 26 38 48 46 50 49 50 1 
t

\ I n d i a 18 28 2347 2680 2965 3005 3022 41 10
1

4432|

i Sr i  Lanka - - - - 2 4 43
(

10 1 ( 
\

j Paki  stan 327 324 325 364 449 639 782 107 3

i To t a l l 2370 2900 3221 3599 37 67 39 68 5266 597 6
________ I

Sour ce !  A s i a n  Deve l opment  Bank,

A t  p r e s e n t  t f i ere  a r e  6 ( s i x )  f e r t i l i z e r  f a c t o r i e s  i n  B a n g l a d e s h ,  

p r o d u c i n g  U r e a ,  TSP and Ammonium S u l p h a t a .  Dur i ng  the  y e a r  1985-86  

t o t a l  p r o d u c t i o n  o f  f e r t l i z e r  wer e  9 , 5 3 , 0 3 9  M T. F e r t i l i z e r  p r o d u c t i o n  

i n  Ba n g l a d e s h  i s  i n c r e a s i n g  y e a r  to y e a r  ( Ta b l  e - 3. 11 ) .
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l a k L e - z - a ^ n

s t a t e me n t  showing F e r t i l i z e r  P r o d u c t i o n  i n  B a n g l a d e s h  
f o r  the  l a t t  ten y e a r s  ( 1976-77 to 1985-86 )

( Q u a n t i t y  i n  t housand  MT)

T TVear Ur ea TSP Amraoni urn 
SuIp ha t e

Tota l

1976-77

1977-78

1978-79

1979-80

1980-8 1

1981-82

1982-83

1983-84

1984-85

1985-86

To t a l  I

286 

212 

29 1 

361 

345 

408 

509 

724  

742  

842

47 20

38 

41 

62 

7 1 

72 

58 

69 

81 

55 

10 1

9 

9 

5 

10 

10 

12 

12 

1 1 

10 

10

648 98

333 

262 

358 

442 

427 

473 

590 

8 16 

807 

953

5466

Re f e r e n c e i  App en dl  x - 3.0 1

F e r t i l i z e r  p r o d u c t i o n  i n  B a n g l a d e s h  may a l s o  be p r e s e n t e d  by 

H i s t o r i g r a m  ( C h a r t  3 , 0 1 ) .

The C h i t t a g o n g  Urea  F e r t i l i z e r  L i m i t e d  ( CUFL )  w i t h  5 , 6 1 , 0 0 0  MI  

annual  c a p a c i t y  w i l l  be c o n s t r u c t e d  a t  a c o s t  o f  Tk. 1 , 142 c r o r e s ,  

the b i g g e s t  i n A s i a ,  w i l l  g r e a t l y  h e l p  the  c o u nt r y  a t t a i n  s e l f -  

s u f f i c i e n c y  in f e r t i l i z e r  and b o o s t  a g r i c u l t u r a l  p r o d u c t i o n .
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c h a r t  .3.01

-Vo Kl0JL>Ar\. KJLp(K.e^ e-YVfi h e x H  P^°k>J:.'HG7V.

^ K  1t>jLU (XJ»}-+ 'e ;n  ^ eo K ? ) ( ^ | i ^ 7 ^ _ 7 7  4 -0  •

''K e (yeJt_ey\.cjL>. T o v b U .--2 > -1 1 1
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Mr.  A. Momin,  Manag i ng  U i r e c t o r ,  C h i t t a g o n g  Urea  F e r t i l i z e r  Fac t o r y

L i m i t e d ,  d e s c r i b e d  t h a t  w i t h  the CUFL u r e a  p l a n t  coming  on s t ream

in 1988-89 and as sumi ng  an a v e r a g e  p r o d u c t i o n  woul d  have  a demand

108
supp l y  b a l a n c e  i n  1989- 90 ,  a g a i n  g o i n g  i n t o  d e f i c i t  from 1990-9 1.

B a n g l a d e s h  has  b r i g h t  p r o s p e c t  f o r  e x p o r t i n g  u r e a ,  p a r t i c u l a r l y

i n  SAARC c o u n t r i e s  i n c l u d i n g  I n d i a ,  Sr i  Lanka,  P a k i s t a n ,  N e p a l  and

Bhutan.  One i m p o r t a n t  a s p e c t  o f  e x p o r t  d u r i n g  1980-8 1 was the

e x p o r t  o f  40,000 t ons  Urea  ( Sr i  Lanka 20,000 t ons  and P a k i s t a n  20,000

t o n s )  and ammonium s u l p h a t e  o f  7,  293 t on s  e x p o r t e d  to M a l a y s i a  and 

109Hongkong.  BCIC a t t a i n e d  a b r e a k - t h r o u g h  i n  the  e x p o r t  o f  Urea

d u r i n g  1982-83.  For  the  f i r s t  t i me ,  BCI C e n t e r e d  i n  e n t i r e l y  a new 

mar ke t  o f  Urea  f e r t i l i z e r  to I n d o n e s i a ,  C h i n a ,  N e p a l  and Burma.

Dur i ng  1983-84,  the  c o r p o r a t i o n  was a b l e  to e x p o r t  51 , 570  t ons  Ur ea  

worth Tk. 19.30 c r o r e s  to I n d o n e s i a ,  Ch i n a ,  N e p a l  and Burma.  TSP 

Complex e n t e r e d  i n t o  the l i s t  o f  f o r e i g n  e xcha ng e  e a r n i n g  e n t e r p r i s e s  

f o r  the  f i r s t  t ime by e x p o r t i n g  5 ,000 MT TSP f e r t i l i z e r  to N e p a l  i n

1983-84.

108. Momin,  A b d u l ,  "CUFP -  A n o t h e r  b o l d  S t e p " ,  The Ban a l a d e s h  
O b s e r v e r . ( Dhaka i  Decernber l ,  1985 ) .

109.  Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  Annua l  Re p o r t
1 980 - 81 . ( D h a k a ) ,  p .  12.

110. Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  Annua l  Re p o r t  
1 932 - 83 . ( Dhaka )  , p.  13.

111. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  Annua l  Re p o r t  198 3 - 8 4 . 
( Chi  t t a g o n g )  , p .  5,
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Wi th the  i m p l e me n t a t i o n  o f  the Jamuna F e r t i l i z e r  F a c t o r y ,

K a r n a p h u l i  F e r t i l i z e r  Company and o t h e r  f e r t i l i z e r  p l a n t s  now

a t  the p l a n n i n g  s t a g e ,  Ba n g l a d e s h  w i l l  n o t  o n l y  be s e l f - s u f f i c i e n t

i n  Urea  F e r t i l i z e r ,  but  w i l l  a l s o  be a b l e  to e x p o r t  a s i g n i f i c a n t

q u a n t i t y  o f  U r e a .  S i nc e  B a ng l a d e s h  has  a l s o  become a modes t

e x p o r t e r  o f  U r e a ,  i t  i s  e x p e c t e d  t h a t  f rom 1988 B a n g l a d e s h  w i l l

112be a m a j o r  e x p o r t e r  o f  f e r t i l i z e r .

h c o m p a r a t i v e  s t a t e me n t  showing  f e r t i l i z e r  e x p o r t  i n  q u a n t i t y  

and in Taka can g i v e  us  c l e a r  i d e a  o f  e x p o r t  e a r n i n g  o f  B a n g l a d e s h  

( I a b l e - 3 ,  12) .

In the  Th i r d  F i v e  Y e a r  P l an  ( 1985 - - 90 ) ,  t h r e e  Ur ea  u n i t s  c o u l d  

be commi ss i oned  a d d i n g  o v e r  1.5 m i l l i o n  t o n n e s  to c a p a c i t y  and  

p e r h a p s  t r a n s f o r m i n g  Ba n g l a d e s h  i n t o  a n e t  e x p o r t e r  o f  U r e a .  M.A.  

Samad, p r e s e n t e d  a c o mp r e h e n s i v e  s t a t e m e n t  showi ng  o p e r a t i o n a l  

and p l a n n e d  f e r t i l i z e r  p r o d u c t i o n  c a p a c i t y  i n  B a n g l a d e s h  ( T a b l e -  

3 . 1 3 ) .

112. Hos s a i n ,  a . K . M.  M o s h a r r a f ,  ( Ch a i r ma n ,  B a n g l a d e s h  Chemi ca l  
I n d u s t r i e s  C o r p o r a t i o n ) ,  " F e r t i l i z e r  I n d u s t r y  « B l u e p r i n t  
f o r  Tomorrow" ,  The B.ina I adesh O b s e r v e  r . ( Dha ka *  26th  
F e b r u a r y ,  19B7) .

113. Samad, M . A . ,  “ Focus  on F e r t i l i z e r  P r o d u c t i o n  and Consumpt i on  
i n  B a n g l a d e s h " ,  F e r t i  l i  z e r  Fpcu s . ( E n g l a n d ,  June  1986 ) ,  p , 28
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F e r t i l i z e r  E x p o r t  E a r n i n g s  from 1980-8 1 to 1985-86.

T a b 1.9 -  2,  U

j P a r t i c u l a r s  j 198G -3 1  11 -R 2 j 1982-33 } 1983 - 34  }

\ 1 

I \

Qu an­
t i  ty 
M_T

Tak a i 
i n  l a c

( Quan-  ( 
I t i  ty 

MT

Tak a 
i n  l a c

i Quan-  1 
I t i t y  

MT

Taka ! 
i n  l a c

i Qu a n -  1 
i t i t y  ] 

MT

I Taka 1 
[ i n  1 ac i
L _  I

1 A.  Ur ea i

t
i
\

i N a t u r a l  Gas F e r t i -  
i l i  z e r  Fac t o ry  L t d ,

4,  560 198. 13 - - - - -
\
\
\■%

( Urea  F e r t i  l i  z e r  
I Fac t o ry  L i mi t e d 35» 202 1, 504. 09 - - 7 1,890 1 26 13.561 51, 570

}
19 30.00;

39 , 762 1 , 7 0 2 . 2 2 - - 7 1,890 26 13. 56 51, 570 19 30.0

j B, T3PJ

( T r i p l e  Super phos -  
j( p h a t e  Complex L t d .

- - - - - - 5 , 000 222. 051
1

t C. Ammonium S u l p h a t e *

\
\
1

1 N a t u r a l  Gas F e r t i -  
1 11 ze r  Facto ry Ltd,

7 , 29 3 124.07 - - - - -

i D, Tota 1 • ( A +B+C) 4 7 , 0 55 1,8 26.  29 - - 7 1,890 26 13.56 56,570 2152 . 05

rjvO

Con t d ,
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O p e r a t i o n a l  and P l a n n e d  F e r t i l i z e r  
P r o d u c t i o n  C a p a c i t y

T t t T t e d ' ’  l Yr 1 an t s

t

N jm G o f  the  
F e r t i l i z e r  Fa c t o r y

e a r  o f T
ICapaci  ty ICommi-  !
( thou san d ( s s i  oni  rig)l

Rema rk 5

1 N a t u r a l  Gag Ft-rti  1 i z e r  F a c t o r y ,
F en c h u g an j , ii/ 1 f; t »

i ) Urea

i i  ) Aiiimonium S u l p h a t e

2 Urea  F e r t i l i z e r  Fa c t o r y  L i m i t e d ,  
G h o r a s a l ,  N a r s i n q d i .

3 T r i p l e  Super  P h o s p h a t e  Cori|:.lex. 
N o r t h  PoteJ' iQa, Chi t t a g o n y .

‘'I. Z1 a Fe r t i  l i  7, e r  Codipany L i mi t e d ,  
AshiKj.' ini , I’rrihiii.in ba r l  a.

5 Po l  ash Urea  F e r t i l i z e r  F a c t o r y ,  
1’ o 1 ti sh , N a r bl n gdi  .

Tota l  C p e r a t i o n a l  C a p a c i t y  t

C h i t t a g o n t j  Urea F e r t i i i z e r  Co.  L t d . ,  
Chi t t a g o n  .i.

k a m a p h u l i  F e r t i l i z e r  Co, L t d . ,  
Chi t tagon<j ,

Jamuna Urea  F e r t i l i z e r  L i m i t e d ,  
J ayanna  thgan  j , J a n i a l p u r .

Tota l  O p e r a t i o n a l  and P l anne d  
Capaci  ty

106

12

340

l b2

52B  

9 5

1233

561

‘j 6 1

66 I

29 16

X

1961

1968

1970

197 4 d 
1979

19 0 3

198?;

1988

1990

1990

Und er  
t x e c u t i o n

Und or  
P 1annln g

Und er  
F 1 an ni  r. g

Source i  Samad,  M.A,  ( C h i e f  Cl, errii 01, FPLRP,  B a n g l a d e s h  Chemi ca l  I n d u s ­
t r i e s  C o r p o r a t i o n ) ,  " Foc us  on F e r t i l i z e r  P r o d u c t i o n  and 
Con suKip ti t-n i n  b a n g l a d e s h " ,  F e r t i l i z e r  F o c u s . FMB P u b l i c a t i o n s  
L t d . ,  Eng l and,  June  1986,  p , 2 8 .
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In I n d i a ,  t h r e e  d e c a d e s  o f  p l a n n i n g  and d e v e l o p me n t  o f  f e r t i l i z e r  

i n d u s t r y  has  b r o u g h t  to the f r o n t  l i n e  o f  f e r t i l i z e r  p r o d u c i n g  coun­

t r i e s .  I n d i a  i s ,  t oday ,  the  f o u r t h  l a r g e s t  p r o d u c e r  o f  N i t r o g e n o u s  

f e r t i l i z e r s  i n  the w o r l d .  F e r t i l i z e r ,  b e i n g  a key i n p u t  f o r  a g r i c u l ­

t u r a l  d e v e l opme nt  o c c u p i e s  a p r e s t i g i o u s  p l a c e  i n  c o u n t r y ' s  d e v e l o p ­

ment s t r a t e g y .  As  on 1 O c t o b e r  1986 t h e r e  were  40 l a r g e  f e r t i l i z e r  

u n i t s  p r o d u c i n g  a wi de  r a n g e  o f  s t r a i g h t  N i t r o g e n o u s ,  Complex  and  

P h o s p h a t i c  f e r t i l i z e r s .  B e s i d e s ,  t h e r e  a r e  a b o u t  55 s ma l l  u n i t s

p r o d u c i n g  s i n g l e  supe r  p h o s p h a t e  and s i x  u n i t s  p r o d u c i n g  Ammonium

114S u l p h a t e  a s  b y - p r o d u c t  from s t e e l  p l a n t s .

In B a n g l a d e s h ,  d u r i n g  the  study p e r i o d ,  a l l  the  f e r t i l i z e r  f a c t o ­

r i e s  a r e  c o n t r o l l e d  by the  p u b l i c  s e c t o r  i . e .  B a n g l a d e s h  Chemi ca l  

I n d u s t r i e s  C o r p o r a t i o n ,  o f  whi ch 4 U n i t s  p r o d u c i n g  Urea  ( i n c l u d i n g

1 U n i t  Ammonium S u l p h a t e )  and onl y  1 U n i t  p r o d u c i n g  TSP f e r t i l i z e r .

The d a i l y  news p a p e r  o f  Dhaka me n t i o n e d  on the  11th Sep t embe r  

198b t h a t  f o u r  p r o p o s a l s  f o r  s e t t i n g  up g a s - b e d  f e r t i l i z e r  and amonia  

p l a n t s  had been mooted by the p r i v a t e  i n v e s t o r s .  The i n v e s t m e n t  p r o ­

p o s a l s  f o r  the  r e l a t e d  p l a n t s  have  come u n d e r  s u p p l i e r s  c r e d i t  o r  pay  

as  you earn schemes.

D i f f e r e n t  k i n d s  o f  f e r t i l i z e r s  p r o d u c e d  by d i f f e r e n t  f e r t i l i z e r  

f a c t o r i e s  f o r  the l a s t  10 y e a r s  from 1976-77 to 1985-86 can be p r e ­

sent ed  i n  App en di  X - 3,0 1. Vihich w i l l  d i s c l o s e  t h a t  f e r t i l i z e r  p r o d u c ­

t i on  i n  B a ng l a d e s h  i n c r e a s e d  i n  1985-86 to 5 4 , 6 6 , 05 7  MT a g a i n s t  t he  

p r o d u c t i o n  o f  3, 32 ,788 MT i n  1976-77.

114. Government  o f  I n d i a ,  I n d i a  1986 i A R e f e r e n c e  A n n u a l . (New D e l h i *  
M i n i s t r y  o f  I n f o r m a t i o n  and B ro a d c a s t i  n g ') , p . 4 4 5,

115. The B a n g l a d e s h  O b s e r v e r . " F e r t i l i z e r  P l a n t s  i n  P r i v a t e  S e c t o r
Proposed* * ,  ( Dhak a » 11 th Sept ember ,  1985 ) .
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The a r e a  o f  t h i s  s tudy i s  l i m i t e d  o n l y  to f o u r  f e r t i l i z e r  f a c t o ­

r i e s  which the r e s e a r c h e r  ment i oned  e a r l i e r ,

p l an  t  no.  1

Na T U U L  Gh S FERT1L12EK FACTORY LU',1 TED

N a t u r a l  Gas F e r t i l i z e r  Fac t o ry  was e s t a b l i s h e d  a t  F e n c h u g a n j ,  

S y l h e t  i n  the  y e a r  1961 a t  a c o s t  o f  T k , 23 , 81  c r o r e s  by the  then  

EPIDC wi th  a v i e w  to b o o s t i n g  up p r o d u c t i o n  o f  food i n  the co u nt r y  

and u t i l i z a t i o n  o f  n a t u r a l  g a s  o f  H a r i p u r ,  S y l h e t  f o r  t he  p u r p o s e .

I t  i s  the  f i r s t  f e r t i l i z e r  f a c t o r y  and f i r s t  b i g g e s t  chemi ca l  p l a n t  

i n  the count r y  w i t h  an i n s t a l l e d  p r o d u c t i o n  c a p a c i t y  o f  1 , 06 , 000  MT

Urea ,  whi r.h s t a r t e d  i t s  ccminercidl  p r o d u c t i o n  from J u l y  1962,  A n o t h e r

u n i t  named Ammoniuni S u l p h a t e  P l a n t  was e s t a b l i s h e d  a t  a c o s t  o f

Tk.74 l a c s  and merged w i t h  NGFF i n  Sep t ember ,  1970 wi th  an i n s t a l l e d

annua l  a c p a c i t y  o f  12,000 MT. Ammonium S u l p h a t e  whi ch was ma i n l y  

Used i n  t ea  g a r d e n s  and t a n n e r i e s .  V»i th t he  d i v e r s i o n  o f  Ammonia,  

the main i n t e r m e d i a t e  p r o d u c t  f o r  t h e  p r o d u c t i o n  o f  Ammoniuni S u l p h a t e  

the  i n s t a l l e d  c a p a c i t y  o f  Urea  p r o d u c t i o n  was r e d u c e d  to 1 , 00 , 000  MT 

a n n u a l l y  from 1 , 06 , 000  Ml .  So, the  a c t u a l  i n s t a l l e d  c a p a c i t y  o f  NGFF 

would be a n n u a l l y  1 , 00 , 000  MT o f  Urea  and 12,000 MT o f  Ammonium 

SuIpha t e .

In a d d i t i o n  to the  a b o v e ,  t h e r e  a r e  o t h e r  a u x i l i a r y  p r o c e s s e s  

l i k e  Haw Wa t e r ,  Demi Wa t e r ,  Steam,  Powe r ,  P o l y t h e n e  P l a n t s ,  Ammonia 

( L i q u i d )  and S u l p h u r i c  Ac i d  in t h i s  f a c t o r y .
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PI ant  no.  2

UUfcA FbRTILiZHR FACTOi^Y LIMITED

The Urea  F e r t i l i z e r  Fac t o ry  was c ommi s s i oned  in 1970 un d e r  a 

Turnkey c o n t r a c t  by Toyo E n g i n e e r i n g  Co.  L t d . ,  Japan wi th a c o s t  

o f  Tk,33 m i l l i o n s .  The f a c t o r y  i s  l o c a t e d  a t  G h o r a s a l ,  N a r s i n g d i ,  

on the bank o f  the  r i v e r  S i t a l a k h y a  and i s  on l y  60km. away from 

the c a p i t a l  c i t y .  C o n s t r u c t i o n  work s t a r t e d  i n  Sep t e mbe r ,  1967 and 

was comp l e t ed  i n  May,  1970 and went  i n t o  t r i a l  p r o d u c t i o n  i n  J u l y  

1970.  The f a c t o r y  s t a r t e d  commerc i a l  p r o d u c t i o n  from 1st  Sep t e mbe r ,  

1972.  The p r o d u c t i o n  c a p a c i t y  i s  3 , 4 0 , 0 0 0  MT Urea  a n n u a l l y .  The 

t o t a l  f a c t o r y  a r e a  i s  a b o u t  245 a c r e s  w i t h  44 a c r e s  f o r  the f a c t o r y ,  

122 a c r e s  f o r  the r e s i d e n t i a l  e s t a t e  and t he  r e m a i n i n g  79 a c r e s  

accommodates  P o l a s h  Urea  F e r t i l i z e r  F a c t o r y .

PI an t  no,  3

TftlPLE SUPHr^ p h o s p h a t e  COMPLEX

T r i p l e  Super  P h o s p h a t e  Complex i s  a P r i v a t e  L i m i t e d  Company 

s i t u a t e d  a t  N o r t h  P o t e n g a ,  C h i t t a g o n g  on the  bank o f  r i v e r  K a r n a -  

p h u l i .  ^h i s  i s  the  on l y  TSP f e r t i l i z e r  m a n u f a c t u r i n g  f a c t o r y  m  

Ba n g l a d e s h .  The compl ex  c o n s i s t s  o f  two u n i t s  known as  TSP - I  and  

TSP - I I  ha v i ng  i n s t a l l e d  c a p a c i t y  o f  32 , 000  MT and 1 , 2 0 , 0 00  MT 

r e s p e c t i v e l y  ( T o t a l  b e i n g  l , b 2 , 0 0 0  MT) .  TSP-1 u n i t  went  i n t o  

commerc i a l  p r o d u c t i o n  i n  A p r i l  1977 and T S P - i l  I n  Sep t e mbe r  1974.

On 18 , 8 , 80  T r i p l e  Super  P h o s p h a t e  Complex I and I I  we r e  c o n v e r t e d  

i n t o  a P r i v a t e  L i mi t e d  Company named a s ,  " TRI PLE  SUPER PHOSPHATE 

COMPLEX LIMITED"  unde r  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  no .  8 273/112  

o f  1980-81 w i t h  a u t h o r i s e d  c a p i t a l  o f  Tk. 2 0 , 0 0 0 . 0 0  l a c s  d i v i d e d
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I n t o  200 l a C s  s h a r e s  o f  Tk. 100,00 each and a l l  the  a s s e t s  and l i a ­

b i l i t i e s  a f t e r  a d j u s t me n t  o f  N e t  L o s s  i n c u r r e d  upto  1 7 , 8 . 8 0  wer e  

t r a n s f e r r e d  i n  the  name o f  nevu company.

The company p r o d u c e s  TSP f e r t i l i z e r  by p r o c e s s i n g  Rock S u l p h u r  

and Rock P h o s p h a t e  a s  raw m a t e r i a l s  whi ch a r e  i m p o r t e d  f rom Mor occo ,  

J o r d a n ,  Canada e t c .

S u l p h u r i c  A c i d ,  Oleum and P h o s p h o r i c  A c i d  a r e  i t s  i n t e r m e d i a r y  

p r o d u c t s  w h i l e  Gypsum comes o u t  a s  b y - p r o d u c t .

An I mprovement  (BMRE/RS)  unde r  FI RP a t  a c o s t  o f  Tk. 39.0400  

c r o r e s  was u n d e r t a k e n  i n  1980-81,  The p rogramme s c h e d u l e d  to be  

compl e t ed  in June ,  198 6 has  been e x t e nde d  upto  June ,  1987 a t  a 

r e v i s e d  e s t i m a t e d  i n v o l v e m e n t  o f  T k . 50 , 8101  c r o r e s .  Wi th  the  c o mp l e ­

t i on  o f  FI RP programme by June  1987 the  Management  i s  e x p e c t i n g  to 

p r o d uc e  1 , 50 , 000  t ons  TSP i n  the  s u b s e q u e n t  y e a r s .

Among the  i mpr ovement  programmes  TSP Complex  s u c c e s s f u l l y  

i n s t a l l e d  a g r a n u l a t i o n  p l a n t  d u r i n g  1983-84 a t  a c o s t  o f  Tk , 9 , 5000  

c r o r e s  f o r  the  p r o d u c t i o n  o f  g r a n u l a r  TSP.  The e n t e r p r i s e  i s  now 

p r o d u c i n g  g r a n u l a r  TSP s u c c e s s f u l l y .
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ZJ./V ]- ERr i LX CC.V.P AN Y_ _LIJ/J,T ̂ D

21 a F e r t i l i z e r  Company L i m i t e d ,  the  b i g g e s t  f e r t i l i z e r  p l a n t  

o f  the c o u n t r y ,  havlni j  an annua l  i n s t a l l e d  c a p a c i t y  o f  D, 26 , 000  MT 

of  U r o j  wd 3 t r.-tn s f t; r r «d to Ban ' j l adesh Choml ca l  I n d u s t r i e s  C o r p o r a ­

t i on  on 1 . 1 2 . 8 3 .  The f a c t o r y  i s  l o c a t s d  a t  Ashug. - jnj ,  Bra hm.-jn ba ri a , 

on the bank o f  the r i v e r  Meghna,  69 m i l e s  away from Dhaka.  The 

c c n s t r u c t i o n  wor't o f  the f a c t o r y  s t a r t e d  i n  1976 and was co mp l e t e d  

i n  1981.  The coii'.pany v.as i n i t i a l l y  u n d e r  the  d i r e c t  c o n t r o l  o f  

M i n i s t r y  o f  I n d u s t r i e s  and s u b s e q u e n t l y  froiii December ,  1983,  the  

company vv'as p l a c e d  under  the nan a 9 em en t o f  B a n g l a d e s h  Chemi ca l  

i n d u s t r i e s  C o r p o r a t i o n .  I mme d i a t e l y  a f t e r  ta l c ing o v s r  BCIC made  

a l l  out  e f f o r t s  to b r i n g  s t a b i l i t y  i n  p r o d u c t i o n  by e x e r c i s e  o f  

v i g i l a n c e  and e f f i c i e n t  managtnnen t .

In o r d e r  to r a i s e  tAe  o p e r a t i n g  e f f i c i e n c y  o f  t he  f a c t o r y  

a t  the optifiiiiui l e v e l ,  Zi a F e r t i l i z e r  f a c t o r y  1 nip 1 err. en t  ed f i r s t  

iHiijor o v e r h a u l  d u r i n g  1984-8b .  A t  p r e s e n t  the f a c t o r y  i s  o p e r a ­

t i n g  a t  lOO^ stroam day c a p a c i t y .  t!o p r o f i t  and l o s s  a c c o u n t  vJas 

p r e j j a r e d  i n  19‘i2- (33 as  tlii s was a p r o j e c t  i n  t ha t  y e a r .  However ,  

a 111emorandL.m o f  p r o f i t  and l o s s  a c c o u n t  r e v e a l e d  t h a t  the  company 

i n c u r r e d  a l o s s  o f  r k . 5  3 c r o r e  i n  t ha t  y e a r .

P 1 ar: t  n o ,  4
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c h a p t e r  -  I V  

ANiMY S lS OF ggsT Siaysm£-CE..TH£
FERTILIZER FACTORIES IN BANGLADESH

The management  e f f i c i e n c y  o f  an e n t e r p r i s e ,  n e e d l e s s  to men­

t i o n ,  i s  r e f l e c t e d  pr i ma f a c i e  by i t s  e a r n i n g  c a p a c i t y .  U s u a l l y ,  

t he  e a r n i n g  c a p a c i t y  o f  an e n t e r p r i s e  and e f f i c i e n c y  o f  i t s  manage ­

ment i s  r e p o r t e d  by the  a c c o u n t a n t  by mak i ng  u s e  o f  t h e  a c c o u n t i n g  

sys t ems  as  w e l l  a s  by d i s c h a r g i n g  t h e i r  ’ f u n c t i o n s  i n  g a t h e r i n g ,  

a n a l y s i n g  and i n t e r p r e t i n g  a b r o a d  r a n g e  o f  economi c  i n f o r m a t i o n ' , ^  

B e s i d e s  t h a t  a c c o u n t a n t  who,  a s  an a d v i s e r  to the  c h i e f  e x e c u t i v e ,  

has  a l s o  to e n d e a v o u r  i n  i d e n t i f y i n g  t he  a r e a s  o f  w e a k ne s s ,  i f  any,  

i n  the  p r o c e s s  and mode o f  o p e r a t i o n  and a l s o  to s u g g e s t  r e me d i a l  

mea su r e s  f o r  I t s  i mpr ove ment .  There  i s  no d e n y i n g  t h e  f a c t ,  a s  men­

t i o n e d  i n  one  o f  some e a r l i e r  c h a p t e r s ,  t h a t  c o n t r o l  i s  must  f o r

e f f e c t i v e  p e r f o r m a n c e  o f  a b u s i n e s s .  He r e  the  r o l e  o f  an a c c o u n t a n t
2

i s  no l e s s  than t he  r o l e  o f  a manage r  o f  a b u s i n e s s .  The r e s u l t  o f
3

' m a n a g e r i a l  s t e w a r d s h i p *  i n  f a c t ,  i s  d i s c l o s e d  t h r o u g h  f i n a n c i a l  and  

a c c o u n t i n g  s t a t e me n t .  Thus m e a s u r i n g  the  r e s u l t  o f  o p e r a t i o n  o f  the
4

b u s i n e s s  u n d o u b t e d l y  b e s t owe d  upon the  a c c o u n t a n t .

1* Basu,  B . K , ,  L e c t u r e s  on Management  A c c o u n t a n c y . ( C a l c u t t a i  
C h a t t e r j e e  P u b l i s h i n g  Conce rn ,  1979 ) ,  p , 2 .

2. Rahman, Mawdudur ,  "An E mp i r i c a l  I n v e s t i g a t i o n  i n t o  Management  Use  
o f  A c c o u n t i n g  I n f o r m a t i o n  and the  I n f l u e n c e  o f  S e l e c t e d  Job  R e l a ­
t ed  T r a i t s  and O r g a n i z a t i o n a l  C o r r e l a t e s * * ,  U n p u b l i s h e d  P h . D .
T h e s i s ,  M a n c h e s t e r  B u s i n e s s  Sc hoo l ,  A p r i l  1976,  p . 232.

3.  Basu,  B . K . ,  L e c t u r e s  on Management  A c c o u n t a n t V . ( C a l c u t t a i  
C h a t t e r j e e  P u b l i s h i n g  Concer n ,  1979 ) ,  p . 94,

4.  Nag,  Amal Bhushan,  “ Quan t i  f i  ab i  l i  ty and O b j e c t i v i t y  I n  A c c o u n t i n g " ,  
Hi shab Bi j n a n . ( Annua l  J o u r n a l ,  De pa r t me nt  o f  A c c o u n t i n g ,  1979 - 80 ,  
U n i v e r s i t y  o f  C h i t t a g o n g ) ,  p .  2,
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A f t e r  t he  n a t i o n a l i s a t i o n  o f  t he  e n t e r p r i s e s ,  t he  p e r f o r m a n c e  

o f  the  p u b l i c  e n t e r p r i s e s  a r e  e v a l u a t e d  by the M i n i s t r y  o f  I n d u s ­

t r i e s ,  M i n i s t r y  o f  F i na nc e  and E x e c u t i v e  Commi t tee  o f  t he  N a t i o n a l  

Economic Co unc i l  and t he  A c c o u n t s  a r e  a l s o  s u b j e c t  to commerc i a l  

a u d i t  depa r t ment  o f  the  gove r nment .  F u r t h e r ,  the  management  i s  

a n s w e r a b l e  to the  P u b l i c  A c c o u n t s  Commi t tee  f o r  any l a p s e s  and s h o r t ­

comings .  As  such t h e r e  s ho u l d  be an a d e q u a t e  a n a l y s i s  and i d e n t i f i ­

c a t i o n  o f  such s h o r t c o mi n g s  w i t h  p r o p e r  j u s t i f i c a t i o n  to s a t i s f y  the  

P u b l i c  A c c o u n t s  Commit tee  and o t h e r  g ove r nme nt  a g e n c i e s .

The BCIG Head O f f i c e  i s  p r i m a r i l y  c onc e r n e d  w i t h  s e t t i n g  the  

t a r g e t s ,  a p p r o v a l  o f  b u d g e t s ,  m o n i t o r i n g  o f  a c t u a l  p e r f o r m a n c e  w i t h  

r e f e r e n c e  to t a r g e t ,  r e n d e r i n g  e x p e r t i s e  a s s i s t a n c e .  For  the e f f e c ­

t i v e  and dynamic o p e r a t i o n ,  what  i s  more i m p o r t a n t  ' i s  p r o p e r  d e l e ­

g a t i o n  w i t h  r e s p o n s i b i l i t y .  I t  i s  i n t e r e s t i n g  to n o t e  t h a t  BCI C has  

r e a l i s e d  the  i m p o r t a n c e  o f  d e l e g a t i o n  i n  d i f f e r e n t  a c r e s  l i k e  

a d m i n i s t r a t i v e ,  t e c h n i c a l ,  commerc i a l  and f i n a n c i a l ' . ^  To keep an 

eye  on the p e r f o r m a n c e  o f  the  e n t e r p r i s e ,  t h e r e  i s  an E n t e r p r i s e  

Board^ i n  each e n t e r p r i s e  and one o f  the  D i r e c t o r s  o f  BCI C i s  the  

Chai rman o f  the e n t e r p r i s e  Board .

W i t h o u t  p r o p e r  p r omot i on  o f  c o s t  c o n s c i o u s n e s s  i n  a l l  l e v e l s  o f  

management  the i d e a  o r  b e t t e r  to say ,  a t t e mp t  to s t r e n g t h e n  f i n a n c i a l  

management  w i l l  be ended i n  smoke. ^  I t  I s  to be n o t e d  a g a i n  t h a t  i t  

has  been r e a l i s e d  by the  BCI C t h a t  h i g h e r  p r o f i t a b i l i t y  I s  b e i ng  

a t t a i n e d  through  i m p r o v i n g  o p e r a t i n g  e f f i c i e n c y  and c o s t  c o n t r o l . ^

5. Ba ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  BCI C« 
( Dhak a ) , p . 14.

6.  Bang l ad e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l  Re po r t
1980 - 91 "  ( D h a k a ) ,  p.  15.

7 .  Bang!  adesh Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l Re po r t ,
1 9 8 1 - 8 2 " . ( D h a k a ) ,  p . 9.

a.  See Appe nd i x *  4 . 01
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On the o t h e r  hand,  though the  BCIC s o u g h t  f o r  ' a  h o s t  o f  o t h e r  t e c h ­

n i c a l  i n n o v a t i v e  me a s u r e s  to m i n i m i s e  w a s t a g e  wi th  the  o b j e c t  o f
3

c o n t r o l l i n g  the c o s t  o f  p r o d u c t i o n ' .  I t  i s  n o t  c l e a r l y  i n d i c a t e d  

xn the r e p o r t  vvhat they mean by the term h o s t  o f  t e c h n i c a l  m e a s u r e s .  

V; i lU9 A n a l y s i s ,  Au t o ma t i on ,  e t c .  may be c o n s i d e r e d  as  h o s t  o f  mea­

s u r e s  f o r  c o n t r o l l i n g  and r e d u c i n g  c o s t .

A l ong  w i t h  i mpr ov e d  c a p a c i t y  u t i l i z a t i o n ,  enhanced l e v e l  o f  

p r o d u c t i o n ,  the c o r p o r a t i o n  has  c o n s i s t e n t l y  a t t a c h e d  a l l  o u t  i m p o r ­

t ance  to s t r e n g t h e n  i t s  f i n a n c i a l  management . *^ Ho r  t he  smooth p e r f o r ­

mance o f  the o p e r a t i o n  what  i s  more i m p o r t a n t  i s  to have  a n o t e  

whe t he r  s e t  t a r g e t  i s  a c h i e v e d  a s  p e r  s e t  p l a n n i n g ,  b u d g e t i n g ,  e t c ,
9

For  t h i s  ’ V i g i l a n c e '  i s  to be m a i n t a i n e d  to r e a l i s e  the o b j e c t i v e .  

E f f o r t s  have been made to b r i n g  a b o u t  by the  C o r p o r a t i o n  to i m p r o v e  

p r o d u c t i v i t y  o f  most  o f  the  e n t e r p r i s e s  u nd e r  i t s  c o n t r o l  i n  t erms  

o f  ' i n c r e a s e d  o u t p u t ,  b e t t e r  q u a l i t y ,  l e s s e r  downt ime and r e d u c t i o n  

o f  c o s t  o f  p ro due t i  on ' ,

In o r d e r  to i n t r o d u c e  p r o p e r  f i n a n c i a l  d i s c i p l i n e ,  i t  i s  e s s e n ­

t i a l  to i n t r o d u c e  b u d g e t a r y  c o n t r o l  and s t a n d a r d  c o s t i n g  sys tem which  

a i d s  f i n a n c i a l  management .  Management  a c c o u n t i n g ,  b u d g e t a r y  c o n t r o l ,  

s t o r e  a c c o u n t i n g  system i n c l u d i n g  c o m p u t e r i s a t i o n  f o r  c o n t r o l  o f  

i n v e n t o r i e s *  e t c ,  have been i n t r o d u c e d  by the BCIC,

139

8 .  I b i d .  . p .  1 2 .

9,  Ba n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  **Annua l  He o o r t
19 8 4 - 8 b » ,  ( D h a k a ) ,  p . 12,

1 0 .  Ba n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l  Re p o r t
1 9 8 5 - 8 6 " , ( D h a k a ) ,  p.  19.

b. See C h a p t e r  VI o f  t h i s  t h e s i s .
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C o n f e r e n c e s  and Semi na r s  o f  Heads  o f  A c c o u n t s  o f  E n t e r p r i s e s

h e l d  i n  1977,  1979,  1981,  1983 and 1985 we r e  a r r a n g e d  by t h e  Head

O f f i c e  i n  Dhaka f o r  t ho r ough  d i s c u s s i o n s  and t a k i n g  d e c i s i o n s  on
Heads

V a r i o u s  i s s u e s ,  coining up b e f o r e  the  e n t e r p r i s e  A c co un ts^vvhi 1 e d i s ­

c h a r g i n g  t h e i r  d u t i e s .

Many c o n s t r a i n t s  t h a t  s t and  on t he  way to a c h i e v e  h i g h e r  p r o ­

f i t a b i l i t y  and p r o d u c t i v i t y  thr ough  r e d u c t i o n  o f  c o s t  and i t s  con­

t r o l  have been n i c e l y  p o r t r a y e d  by the  BCIC whi ch r u n s  a s  unde r *  

" D e s p i t e  numerous  c o n s t r a i n t s  and p r o b l e m s  e n c o u n t e r e d  s p e c i a l l y  i n  

the form of  s o a r i n g  p r i c e s  o f  i n p u t s *  h i g h  i n c i d e n c e  o f  p o we r  f a i l u r e ,  

d e l a y  m  the  a p p r o v a l  o f  p r i c e  a d j u s t m e n t ,  f o r e i g n  e x c h a n g e  c o ns ­

t r a i n t s ,  i n d i s c r i m i n a t e  i m p o r t  e t c . " ^ ' ’ " The c a s e s  o f  t a x  a n oma l l y  

i n  r e s p e c t  o f  custom d u t y ,  s a l e  t a x ,  e x c i s e  d u t y ,  e t c ,  on p a c k i n g

m a t e r i a l s  l i k e  h e s s i a n  b ag s  and p o l y t h e n e  p e l l e t s / b a g s  w e r e  b r o u g h t

12
to the  n o t i c e  o f  g ove r nment  f o r  n e c e s s a r y  r e c t i f i c a t i o n " .

Some o f  the  a c a d e mi c i a n  o f  t he  c o u n t r y  s t r o n g l y  f e l t  t h a t  i n  

t o d a y ' s  c o n d i t i o n  o f  h i g h  c o s t  c o u p l e d  w i t h  p o o r  p r o d u c t i v i t y  i n  

Ba n g l a d e s h ,  r e s o u r c e  a c q u i s i t i o n s  and d e v e l o p me n t ,  r e s o u r c e  ma i n ­

t enanc e  and u t i l i s a t i o n  was the  number  one  c r u c i a l  p r o b l e m o f

1 3n a t i o n a l i s e d  e n t e r p r i s e s .  These  p r o b l e m s  a r e  o v e r a l l  p r o b l e m s  

o f  the  ma n ag e r s ,  the c o r p o r a t i o n  e x e c u t i v e s ,  the  c o n c e r n e d  g o v e r n ­

ment  a d m i n i s t r a t i o n ,  the  M i n i s t e r  and u l t i m a t e l y  o f  t he  g o v e r n men t  

14
as a who l e .  In t h e i r  v i e w ,  the  s i t u a t i o n  may be t e rmed  as  one  of

11, Ba n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l  Re po r t  
1 9 8 0 - 8 1 " . ( D h a k a ) ,  p . 11.

12, T r i p l e  S u p e r p h os p h a t e  Complex L i m i t e d ,  "Annua l  Re p o r t  1 9 8 3 - 8 4 *'. 
( C h i t t a g o n g ) ,  p ,  12,

13, H a b i b u l l a h ,  M , ,  "Manpower  A c c o u n t i n g " ,  Th e a c co un tan t i ( Dhaka*  
Ba n g l a d e s h  C h a r t e r e d  Ac count a nc y  Ch a t r a  P a r i  shad ,  1 9 7 b ) ,  p . 11.

14, Chowdhury,  G. S , , " M a n a g e r i a l  P r o b l e ms  o f  N a t i o n a l i s e d  I n d u s t r i e s  
In B a n g l a d e s h " ,  Management  D e v e l opme n t , ( Dhaka*  B a n g l a d e s h  
Management  Deve l opment  C e n t r e ,  1977 ) ,  p .  15.
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p o o r  c o s t i n g  and l a ck  o f  r e l i a b l e  Cos t  s t a t i s t i c s  f o r  the i n d u s t r y  

as a who l e .

O r g a n i s a t i o n a l  d i mens i on  i s  one f un da me nt a l  a s p e c t  o f  c o s t  

acccunt incj  whi ch h e l p s  niana g enri en t i n  i n t r o d u c i n g  an e f f e c t i v e  c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  sys t em.  C o s t  c e n t r e ,  r e s p o n s i b i l i t y  

c e n t r e  and o r g a n i s a t i o n  s t r u c t u r e  a r e  the  t h r e e  ini ( ) or t  e l e me n t s  o f  

o r g a n i s a t i o n a l  d i me n s i o n .  I t  i s  wo r t h  e mp h a s i z i n g  t h a t  c o s t  c o n t r o l  

and c o s t  r e d u c t i o n  cannot  be a c h i e v e d  j u s t  by t he  a c c u m u l a t i o n  of  

data  and r e p o r t i n g  the  same thr ough  o r g a n i s a t i o n ' s  segments# A 

p r o p e r  o r g a n i s a t i o n a l  s t r u c t u r e  i s ,  t h e r e f o r f - ,  v e r y  i m p o r t a n t  f o r  

e f f e c t i v e  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  sys t em.  T h e r e f o r e ,  manage ­

m e n t ' s  f i r s t  task i s  to i n s t i t u t i n g  c o s t  e f f e c t i v e n e s s  i s  to exami ne  

the p l a n  o f  o r g a n i s a t i o n .  By a p r o p e r  o r g a n i s a t i o n a l  s t r u c t u r e  i s  

meant  n o t  the n e a t l y  drawn boxes  but  the  p r o p e r  d i v i s i o n  o f  a u t h o r i t y  

and r e s p o n s i b i l i t y  i n  the  o r g a n i s a t i o n .  In t h i s  way,  management  can 

d e l e g a t e  the  r e s p o n s i b i l i t y  f o r  c o n t r o l l i n g  c o s t s  to v a r i o u s  i n d i v i ­

d u a l s  i n  the  o r g a n i s a t i o n .  For  e xa mp l e ,  to a c h i e v e  c o n t r o l  o v e r  

r i s i n g  c o s t s  o f  m a t e r i a l s  and i n v e n t o r y ,  BCIC e s t a b l i s h e d  MPIC  

de pa r t ment  unde r  whi ch m a t e r i a l  management  f u n c t i o n s  o f  p u r c h a s i n g ,  

p r o d u c t i o n  p l a n n i n g ,  i n v e n t o r y  c o n t r o l  e t c .  i s  d e l e g a t e d .

F u r t h e r mo r e ,  a w e l l  d e s i g n e d  p l a n  o f  c o n t r o l  c o v e r i n g  the  a d m i n i s ­

t r a t i v e  a c t i v i t i e s  o f  the  b u s i n e s s  must  be i n s t i t u t e d .  The p r o p e r l y  

s e t t i n g  c o s t  c e n t r e  and r e s p o n s i b i l i t y  c e n t r e  and c l e a r l y  drawn 

o r g a n i s a t i o n  s t r u c t u r e  work as  g u i d e  p o s t  f o r  e f f e c t i v e  i m p l e m e n t a ­

t i on  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  t e c h n i q u e s .

14 1

15, H a b i b u l l a h ,  M. , " A c c o u n t i n g  as  a Tool  o f  S o l v i n g  B u s i n e s s  P r o b l e m s  
i n  a D e v e l o p i n g  Economy" ,  The Dhaka U n i v e r s i t y  s t u d i e s . P a r t - A ,  
( Dhaka i  1972) ,  p . 21.
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Tho s t u d y  a l s o  e m p h a s i s e s  t h e  r o l e  o f  o r g a n i s a t i o n a l  s t r u c t u r e  

and t he  i t i i p o r t a n c e  o f  r e s p o n s i b i l i t y  and c o s t  c e n t r e s  f o r  t he  e f f e c ­

t i v e  i m p l e m e n t a t i o n  o f  C o s t  c o n t r o l  and C o s t  r e d u c t i o n  t e c h n i q u e s .

Thus " R e s p o n s i b i l i t y  A c c o u n t i n g "  as  o b s e r v e d  by P r o f e s s o r  Dr .  B, K,  

Easu,  " i s  one o f  the management  c o n t r o l  sys tem whe r eby  r e s u l t  o f  

O p e r a t i n g  p e r f o r m a n c e  a r e  s u b j e c t  to c o n t r o l  and the  e s s e n c e  l i e s

i n  the  f a c t  t h a t  a f t e r  i d e n t i f i c a t i o n  o f  t he  r e s p o n s i b i l i t y ,  c o s t

16
must  be a c co unt ed  a s  p e r  s p e c i f i e d  a r e a " .

Co s t s  must  be c o n t r o l l e d  a t  the p o i n t  a t  whi ch  they a r e  i n c u r r e d .  

For  t h i s  p u r p o s e  the  e n t i r e  o r g a n i s a t i o n  i s  d i v i d e d  i n t o  v a r i o u s  s e g ­

ments  known as  r e s p o n s i b i l i t y  c e n t r e s .  A r e s p o n s i b i l i t y  c e n t r e  may 

be i n c l u d e  one  o r  more  c o s t  c e n t r e s  o r  a d e p a r t me n t  o f  a p r o c e s s .

C o s t s  a r e  c h a r g e d  to and r e p o r t e d  by r e s p o n s i b i l i t y  c e n t r e s  r e s p o n ­

s i b l e  f o r  i n c u r r i n g  them. The p e r f o r m a n c e  o f  each r e s p o n s i b l e  i n d i v i ­

dua l  i s  measur ed  a g a i n s t  b u d g e t  o r  s t a n d a r d  and r e p o r t e d  to t h a t  

i n d i v i d u a l  as  we l l  as  to h i s  s u p e r v i s o r .  Thus an a c c o u n t i n g  sys tem  

i s  p e r s o n a l i s e d  by l o o k i n g  a t  c o s t  and r e v e n u e  f rom a s t a n d p o i n t  o f  

p e r s o n a l  c o n t r o l  r a t h e r  than from an i n s t i t u t i o n a l  s t a n d p o i n t } ^

In c o s t  a c c o u n t i n g ,  c o s t s  a r e  a c c u m u l a t e d  n o t  on l y  by t h e  n a t u r e

of  expense  ( m a t e r i a l ,  s a l a r i e s ,  r e n t ,  e l e c t r i c i t y  e t c . )  bu t  a l s o  by

o r g a n i s a t i o n  s egments ,  a c t i v i t i e s ,  p r o c e s s e s ,  J o b s ,  p r o d u c t s ,  e t c .

which f o r  the p u r p o s e s  of  c o s t  a c c u mu l a t i o n  a r e  c a l l e d  c o s t  c e n t r e s .

Thus a c o s t  c e n t r e  i s  an a c c o u n t i n g  e n t i t y  f o r  the a c c u m u l a t i o n ,
18

a l l o c a t i o n  and a b s o r p t i o n  o f  c o s t s .

16. Basu,  B . K . ,  " C o s t  C o n t r o l " ,  Su rv e y . A J o u r n a l  o f  t he  I n d i a n  I n s t i ­
t u t e  o f  S o c i a l  W e l f a r e  and B u s i n e s s  Management ,  C a l c u t t a ,  May 1974,  
p . 53.

17. Khanvla,  E. S, , and B a n s a l ,  S . K . ,  "f/;o t i  v a ti on Through R e s p o n s i b i l i t y
A c c o u n t i n g " ,  The Management  A c c o u n t a n t . May 1985,  p .  233.

18. P r a v i n ,  P.  shah.  Co s t  C o n t r o l  and I n f o r m a t i o n  S y s t e ms , M c G r a w - H i l l  
Book Company,  New Yo r k ,  1981,  p .  203.
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4 . 02  a c c o u n t i n g  HATTfcRNS OH BCIC 
an D I TS EN TERP RI SES

One r e s e a r c h e r  has  r e g r e t e d  t h a t  B a n g l a d e s h  i s  s t i l l  f o l l o w i n g  

the p a t t e r n s  and f a s h i o n s  o f  t he  l a t e  t h i r t i e s  m  r e s p e c t  o f  f i n a n ­

c i a l  r e p o r t i n g  and d i s c l o s i ^ r e  whi ch f a i l  to meet  t he  i n f o r m a t i o n  o f

19
the v a r i o u s  i n t e r e s t  g r o u p s .

A s u r v e y  team has  vi  ev.ed t h a t  the form o f  p r e s e n t a t i o n  o f  

p u b l i c  e n t e r p r i s e  b a l a n c e  s h e e t  i n  B a n g l a d e s h  v a r i e s  c o n s i d e r a b l y ,  

some have good ,  w e l l  p r e s e n t e d  b a l a n c e  s h e e t s  i n  c o n f o r m i t y  to 

modern p r a c t i c e .  They a l s o  vi  evjed t h a t  the  B a n g l a d e s h  Chemi ca l  

I n d u s t r i e s  C o r p o r a t i o n  p r o d u c e s  an a t t r a c t i v e l y  d e s i g n e d ,  i n f o r m a ­

t i v e  annual  r e p o r t .  The r e p o r t  g i v e s  us  the c l e a r  i d e a  t h a t  t h e r e  

a r e  i n  f a c t  t h r e e  B a l a n c e  Shee t s ,  d e s c r i b e d  as  f o l l o w s t

i )  Ba ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n  B a l a n c e  S he e t ,

i i )  C o n s o l i d a t e d  B a l a n c e  Sheet  o f  the  E n t e r p r i s e s ,  

i i i )  B a l a n c e  Sheet  o f  Deve l opment  P r o j e c t s .

However ,  a s tudy o f  t he  a c c o u n t s  by a g r oup  o f  e x p e r t s  r e v e a l s  a

p r ob l em i s  t h a t  t h e r e  i s  no e x p l a n a t i o n  o f  the r e l a t i o n s h i p  be tween

the  t h r e e  b a l a n c e  s h e e t s ,  n o r  a s i n g l e  c o n s o l i d a t e d  b a l a n c e  s h e e t

21f o r  the c o r p o r a t i o n  as  a who l e .

19. Ahmed,  Mahbub,  E v a l u a t i o n  o f  F i n a n c i a l  S t a t e me n t  as  a Communica­
t i on D e v i c e  i n  B a n g l a d e s h "  Tohakai  The I n s t i t u t e  o f  C h a r t e r e d
A c c o u n t a n t s  o f  B a n g l a d e s h ,  1982 ) ,  p . 2.

20. P a r r y ,  M i c h a e l ,  and Khan,  F e r d o u s ,  A Survey  o f  P u b l i s h e d  A c c o u n t s  
In B a n g l a d e s h . ( Dhaka i  The I n s t i t u t e  o f  C h a r t e r e d  A c c o u n t a n t s  o f  
Ba n g l a d e s h ,  1984 ) ,  p .  117,

21. I b i d .  . p .  l i e .
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Eminent  P r o f e s s o r ,  Laxmi  N a r a i n ,  has p r e s e n t s  the  r e s u l t s  o f

an i n t e n s i v e  s tudy  o f  t he  annua l  r e p o r t s  o f  p u b l i c  e n t e r p r i s e s

i n c l u d e  f o r t y - f i v e  gove r nment  compani es  and n e a r l y  a dozen P u b l i c

C o r p o r a t i o n s *  t o g e t h e r  w i t h  a d e p a r t me n t a l  e n t e r p r i s e  i n  I n d i a  and

has a r g ue d  t h a t  a w e l l - d r a f t e d  annua l  r e p o r t  s e r v e d  as  an i m p o r t a n t

22
medium o f  communicat ion between the e n t e r p r i s e  and the  p u b l i c .

P u b l i c  s e c t o r  u n i t s  submi t  t h e i r  c o s t i n g  and p r i v a t e  s e c t o r

u n i t s  shun such s c r u t i n y ,  n a t i o n a l i s e d  s e c t o r  i s  r e q u i r e d  to keep

f a c t s  r e a d y i  one can g e t  i n f o r m a t i o n  a l mo s t  on demand.  So they

a r e  t a r g e t s  of  c o n t r o v e r s y .  But p r i v a t e  s e c t o r  u n i t s  r e f u s e  a l l  

23in fo rma ti  on ,

In t h i s  c o n n e c t i o n ,  i t  i s  to ment i on  t h a t  ' q u e s t i o n  o f  p r e p a r a ­

t i on  o f  B a l a n c e  Sheet  a r i s e s  on l y  when g o i n g  conce r n  c o n c e p t  i s  i n  

op era  ti  on . So,  p r e s e n t a t i o n  o f  B a l a n c e  Sheet  o f  F e r t i l i z e r  F a c t o ­

r i e s  s ho u l d  n a t u r a l l y  be b a s ed  on g o i n g  conce r n  c o n c e p t .  But  the  

q ue s t i o n  t h a t  a r i s e s  i n  t h i s  r e l a t i o n  i s  w h e t h e r  p r e s e n t a t i o n  of  

a c c o u n t s  o f  f e r t i l i z e r  f a c t o r i e s  s h o u l d  b e a r  the  s t r e s s  p r o p r i e t o r y  

appr oach  o r  e n t i t y  a p p r o a c h  o f  e q u i t y .  L i k e  c o r p o r a t e  p r a c t i c e s  

the B a l a n c e  Sheet  of  F e r t i l i z e r  F a c t o r i e s  i s  p r e s e n t e d  as  p e r  l a w  

and c o n v e n t i o n  o f  the  l a n d .  In t h i s  c o n n e c t i o n  the  r e s e a r c h e r

22. N a r a i n ,  Laxmi ,  P u b l i c  H n t e r p r i s e  i n  I n d i a . ( New D e l h i j
S. Chand ii Co.  L t d . ,  1975 ) ,  p . 54.

23. Ahmed,  M u z a f f e r ,  " The  P r o s p e c t  and P r o b l e m s  o f  N a t i o n a l i s e d  
I n d u s t r i e s  « A C r i t i c a l  Rev i ew o f  V i e w s ” , Management .  B u s i n e s s
an d Economl c s . ( Dha ka i  The I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  
U n i v e r s i t y  o f  Dhaka,  1975 ) ,  p . 41.

24. H a i d e r ,  P . K . ,  " A n a l y s i s  f o r  Ha r mon i z i ng  between Two Ext reme  
Vi ew of  a Sheet  o f  B a l a n c e s  and g o i n g  Concern C o n c e p t  o f  
B a l a nc e  S h e e t " ,  U n p u b l i s h e d  Ph . D .  T h e s i s 9 C a l c u t t a  U n i v e r s i t y ,
1 9 8 7 ,  p . 4 . 3 .
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r e f e r s  the  o b s e r v a t i o n  of  Dr .  H a i d e r  t h a t  ' c o r p o r a t e  a c c o u n t s  a r e

p r e p a r e d  i n  term o f  l aw and c o n v e n t i o n  hav i ng  b i a s  to p r o p r i e t o r y

25c o n c e p t ' .  But  t r u e l y  s p e a k i n g  t h a t  p r o p r i e t o r y  e l e me n t  i s  a b s e n t  

i n  c a s e  of  owne r s h i p  o f  f e r t i l i z e r  f a c t o r i e s  as  t h e s e  a r e  w h o l l y  

owned by Government  o f  B a n g l a d e s h .  But  i n  B a n g l a d e s h ,  p r e s e n t  p r a c ­

t i c e  i n f a c t ,  thus  o b s t r u c t i n g  the t r a n s i t i o n  o f  a c c o u n t i n g  p r a c ­

t i c e s  f rom t h o s e  b as ed  on p r o p r i e t o r y  a p p r o a c h  to t h o s e  b a s e d  on 

e n t i t y  a p p r o a c h .  T h e r e f o r e ,  i t  has  been r i g h t l y  o b s e r v e d  by 

Dr.  H a i d e r ,  ' H a r m o n i z a t i o n  i s  p o s s i b l e  i f  f o r ma t  p r e s c r i b e d  by the

Compani es  A c t  1913 i s  s u i t a b l y  changed i n  o r d e r  to make t h e  p r e s e n -

26
t a t i o n  to t h e  tune o f  e n t i t y  a p p r o a c h * .

A l l  the  e n t e r p r i s e s  o f  BCl C a^e to p r e p a r e  P r o f i t  & L o s s  S t a t e ­

ment and B a l a n c e  Sheet  as  p e r  p r o f o r m a  s u p p l i e d  by the  Head O f f i c e .  

Thinks  seems to have  s t a r t e d  c h a n g i n g  and the s t y l e  o f  P r o f i t  S Lo s s  

Stat ement  i s  chang i ng  w i t h  the p a s s i n g  o f  y e a r s .

i )  Up to 19B0 - 81 I P r o f i t  & Loss  S t a t e me nt  we r e  p r e p a r e d  on the  

b a s i s  o f  Income & E x p e n d i t u r e  g i v i n g  f i g u r e s  on i n d i v i d u a l  a c c o u n t .

i i )  From the Y e a r  198 1-62 to 1 9 8 4 - 8 b i P r o f i t s .  Lo s s  S t a t e me nt  

were  p r e p a r e d  on the  b a s i s  of  e x p e n d i t u r e s  to g i v e  t he  t o t a l  c o s t  

a r e  c l a s s i f i e d  a s i

( a )  V a r i a b l e  Co s t ,

( b )  F i x e d  Cos t .

25.  I bi d . A p p e n d l x - I ,  p . i v .

26,  I bi  d. ,  p p .  4 . 2 - 4 , 1 3 .
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( l i i )  From the Y e a r  1985-86 and A b o v e i S t a r t e d  a new s t y l e  

g i v i n g  d e t a i l s  o f  -

a )  Gro S3 P r o f  1 t ,

b)  O p e r a t i n g  P r o f i t ,  and

c)  N e t  P r o f l  t .

In the P r o f i t  & Lo s s  S t a t ement  a s u p p l e me n t a r y  s t a t e m e n t  i s  

p r e p a r e d  c a l l e d  c o s t  o f  goods  s o l d  s t a t e m e n t  s howi ng t

1) M a t e r i a l  c o s t ,

2)  C o n v e r s i on  c o s t ,

3) T o t a l  m a n u f a c t u r i n g  c o s t ,

4)  Co s t  of  go o d s  m a n u f a c t u r e d ,  and

S>) Co s t  of  g o o d s  s o l d .

There a r e  i mpr ove ment s  o v e r  the  t r a d i t i o n a l  s y s t e m.  Th i s  p e r h a p s  

i n d i c a t e s  p r o g r e s s i v e  a t t i t u d e  o f  management  o f  BCI C.

Under  the  Form F o f  t he  Compani es  >^ct, one  y e a r ' s  f i g u r e  a r e  

r e q u i r e d  but  a t  t he  moment p r e v i o u s  y e a r s  f i g u r e s  a r e  f u r n i s h e d  

a l ong  w i t h  t ho s e  of  the c u r r e n t  y e a r  f o r  the  p u r p o s e  o f  c o mp a r i s o n .

In o r d e r  to b r i n g  the  u n i f o r m i t y  and to m a i n t a i n  a c c o u n t s  i n  a 

s y s t e m a t i c  manner ,  s t a n d a r d  a c c o u n t i n g  s y s t e ms  w i t h  s i m i l a r  t yp e  o f

27
c o d i f i c a t i o n ,  f o r m a t s  e t c ,  were  i n t r o d u c e d  I n  d i f f e r e n t  e n t e r p r i s e s .  

For  p r e p a r i n g  P r o f i t  &■ Lo s s  S t a t eme nt  and B a l a n c e  She e t  f o r  t h e  E n t e r ­

p r i s e s  c o n t r o l l e d  by the  BCIC,  the  BCI C Head O f f i c e  c i r c u l a t e d  u n i f o r m  

code of  A c c o u n t s  i n  198 1-62 and l a s t l y  on the  b a s i s  o f  t he  M o n i t o r i n g

C e l l  of  M i n i s t r y  o f  I n d u s t r i e s ,  c i r c u l a t e d  on 7 . 9 . 8 7  v i d e  Mome No .

BCIC/Accoun t s . / P r o j  e c t s - 8 12.

27, Ba ng l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  " Ten Y e a r s  o f  B C I C " .  
( D h a k a ) ,  p . 21.
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As r e p o r t e d  in the annua l  r e p o r t  t h a t  i n  a d d i t i o n  to e x t e r n a l

and commerc i a l  a u d i t ,  t he  c o r p o r a t i o n  has  i t s  own I n t e r n a l  A u d i t

D i v i s i o n  to s ee  t ha t  the  f i n a n c i a l  r u l e s  and r e g u l a t i o n s  a r e  p r o p e r l y  

2S
f o l l o w e d .  One r e s e a r c h e r  has  c a t e g o r i c a l l y  d e s c r i b e d  t h a t  i n  Bang ­

l a d e s h  p u b l i c  e n t e r p r i s e s  a r e  s u b j e c t  to t h r e e  k i n d s  o f  a u d i t  v i z . ,  

i n t e r n a l  a u d i t  by the c o r p o r a t i o n  a u d i t  d e p a r t me n t ,  s t a t u t o r y  a u d i t
*

by the  c h a r t e r e d  a c c o u n t a n t s  and g o v e r n me n t  a u d i t  by the d i r e c t o r  of

29commercia l  a u d i t  unde r  the C o m p t r o l l e r  and A u d i t o r  G e n e r a l ,  A c c o u n ­

t i ng  e x p e r t  b e l i e v e d  t h a t  a u d i t  h e l p s  a t t a i n  co s t - a f  f ec t i  v en e ss i n

30o p e r a t i o n .  As  e x p l a i n e d  l a t e r  on,  i n t e r n a l  a u d i t  s t a f f  p l a y e d  

t h i s  k i nd  o f  r o l e  though to a l i m i t e d  e x t e n t  mi g h t  be c h a r a c t e r i z e d  

as  both a " T r o u b l e  S h o o t e r ’*, and a " F i r e  F i g h t e r " .

As p a r t  of  i t s  p u b l i c  a c c o u n t a b i l i t y ,  the  c o r p o r a t i o n  and e n t e r ­

p r i s e s  a r e  a n s w e r a b l e  to " S t a n d i n g  Commi t tee  on P u b l i c  A c c o u n t s "  and

" P a r l i a m e n t  Commit tee  on P u b l i c  U n d e r t a k i n g s "  c o m p r i s i n g  o f  the

32members o f  the  P a r l i a m e n t .  One r e s e a r c h e r  f i n d s  t h a t  c i r c u m s t a n c e s

mi ght  we l l  a c c o u n t  f o r  p o o r  p a r l i a m e n t a r y  c o n t r o l  and p u b l i c  a c c o u n t a -

33b i l i t y  o f  P u b l i c  I n d u s t r i a l  E n t e r p r i s e s  i n  B a n g l a d e s h ,  In h i s

28. B a n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l  Re o o r t  1 9 8 4 - 3 5 " .  
( D h a k a ) ,  p . 12.

29. Mahmud, Mon j u r  Mo r shed ,  " A c c o u n t a b i l i t y  o f  P u b l i c  I n d u s t r i a l  E n t e r ­
p r i s e s  i n  B a n g l a d e s h " ,  U n p u b l i s h e d  P h . D .  T h e s i s ,  U n i v e r s i t y  o f  
Chi t t a - Jong ,  C h i t t a g o n g ,  1984,  p . 441.

30. P a u l ,  Manoj  Kumar,  "Audi  t - V a l u e  f o r  Mone y? " ,  The A c coun tan t . ( Dhak a i 
B a n g l a d e s h  C h a r t e r e d  Ac co unt a nc y  C h a t r a  P a r i  shad ,  1985 ) ,  p . 32,

31. G i l b e r t ,  N e a l ,  " O p e r a t i o n a l  A u d i t i n g  Checks  E f f e c t i v e n e s s " ,  
Turban,  E f r a i m ( e d . ) ,  C o s t  Con t a i n me n t  i n  H o s p i t a l s . ( L on d o n i  
Aspen Systems C o r p o r a t i o n ,  1 900 ) ,  p . 367.

32. Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  Hand Book o f  Ru l e s  and  
Requ 1 a ti  on s . Dhaka,  1982,  p . 2.

33. Mahmud, Mo n j u r  Mo r shed ,  " A c c o u n t a b i l i t y  o f  P u b l i c  I n d u s t r i a l  E n t e r ­
p r i s e s  i n  B a n g l a d e s h " ,  u n p u b l i s h e d  P h . D .  T h e s i s ,  U n i v e r s i t y  o f  
C h i t t a g o n g ,  C h i t t a g o n g ,  1984,  p , 4 4 6 .
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f i n d i n g s  he showed t h a t  i n  the a b s e n c e  o f  c l e a r - c u t  o b j e c t i v p s ,  a d e ­

quate autonomy and i n e f f i c i e n t  use  o f  a c c o u n t a b i l i t y  i n s t r u m e n t s  and 

i n a p p r o p r i a t e  p e r f o r m a n c e  e v a l u a t i o n  system i t  became d i f f i c u l t  to 

ensure  the p r o p e r  a c c o u n t a b i l i t y  o f  p u b l i c  e n t e r p r i s e s ? ^

The main t h r u s t  o f  the  study i s to a n a l y s e  the e x i s t i n g  c o s t  

sys tems  i n  the f e r t i l i z e r  i n d u s t r y  i n  B a n g l a d e s h ,  f o c u s s i n g  on the  

V a r i a n c e s  between g o a l s  and a c t u a l  p e r f o r m a n c e .

4 . 03  BUDGb~T.i r/ COMTWL AND STrtMP/iRD COSTING

The r e s e a r c h e r  f e e l s  t h a t  to b o o s t  up o r g a n i z a t i o n a l  e f f i c i e n c y  

o f  Bang l a d e s h  through  c o n t r o l l i n g  c o s t  i n  a l l  s p h e r e s  o f  o r g a n i s a ­

t i o n a l  a c t i v i t i e s  a w e l l - d e s i g n e d  p l a n  i s  a must  whi ch  can be a c h i e v e d  

through i n t r o d u c t i o n  o f  Budge ta ry  C o n t r o l  System.  Brown and Howard  

d e f i n e d  b ud g e t a r y  c o n t r o l  as "a system o f  c o n t r o l l i n g  c o s t s  which  

i n c l u d e s  the p r e p a r a t i o n  o f  b u d g e t s ,  c o - o r d i n a t i n g  the  Hepat t i nent s  

and e s t a b l i s h i n g  r e s p o n s i b i l i t i e s ,  compar i ng  a c t u a l  p e r f o r m a n c e  w i t h  

t ha t  budge t ed  and a c t i n g  upon r e s u l t s  to a c h i e v e  maximum p r o f i t a b i -

l i  ty

I t  seems t h a t  p e o p l e  o f  the  a c c o u n t i n g  De pa r t ment  o f  BCIC a r e  n o t  

happy and i t  i s  s u g g e s t e d  t ha t  v*hi 1 e r e v i e w i n g  the  b u d g e t ,  a d e q u a t e  

a n a l y s i s  shou l d  be made to i d e n t i f y  the  r e a s o n s  f o r  any unus ua l  

v a r i a n c e  to make the b u d g e t  a r e a l i s t i c  on e. ^

148

34. I bi d.  , p.  433.

3b. Brown,  J . L . ,  and Howard,  L. R. , M a n a g e r i a l  / t ccount inq  and F i n a n c e . 
( E s t o v e r *  Ma cdona l d  Evang L t d . ,  1984 ) ,  p . 251.

a. The C h i e f  Cos t  /accountant ,  BCI C s u g g e s t e d  i n  a me e t i n g  o f  Head o f  
r tccounts  o f  BCI C E n t e r p r i s e s  h e l d  on 22nd and 23rd Sept ember ,
198b i n  Dhaka.
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As p e r  annua l  r e p o r t  o f  BCIC,  each e n t e r p r i s e  now has  u p - d o -  

da t e  a c c o u n t s .  E f f e c t i v e  u s e  I s  now made o f  b u d g e t  a s  an i n s t r u m e n t  

of  management  c o n t r o l .  More  emphas i s  i s  now a t t a c h e d  to the  r e y u l a r  

e v a l u a t i o n  o f  a c t u a l  e x p e n d i t u r e  both r e v e n u e  and c a p i t a l  e x p e n d i ­

t u r e s  unde r  v a r i o u s  he ads .

The p r i ma r y  t o o l s  f o r  c o n t r o l  o f  bo th  m a n u f a c t u r i n g  and n o n ­

m a n u f a c t u r i n g  c o s t s  a r e  the  i n t r o d u c t i o n  o f  B a n g l a d e s h  C o n t r o l  and 

St andar d  C o s t i n g  System.  C o s t  Vc i r i ances  a r e  me a s u r e d  t h r o u g h  the  

a p p l i c a t i o n  o f  S t andard  C o s t i n g  and B ud g e t a r y  C o n t r o l  t e c h n i q u e s .

Thi s  s tudy w i l l  a n a l y s e  the  f a c t o r s  l e a d i n g  to such v a r i a n c e s  and  

recommend me a s u r e s  to c o n t r o l  and r e duc e  c o s t ,  and t h e r e b y  i mp r o v e  

the c o s t  sys tem.

The l i t e r a l  meaning  o f  ’ V a r i a n c e '  i s  t he  d i f f e r e n c e  between two 

f i g u r e s .  The d i f f e r e n c e  may be between a c t u a l  and s t a n d a r d  o r  

between a c t u a l  and b u d g e t .  L i p s k y  s t a t e s  t h a t  a c o s t  v a r i a n c e  i s  

b a s i c a l l y  the  d i f f e r e n c e  between two amounts ;  one i s  a b a s i c ,  s t a n ­

da rd  r e f e r e n c e  amount and the o t h e r  i s  t he  amount  b e i n g  compared
37

wi t h  t ha t  s t a n d a r d .

V a r i a n c e s  d e r i v e d  f rom the compar i s on  may be i n v e s t i g a t e d  and

e x p l a n a t i o n s  f o r  the  c a u s e s  o b t a i n e d .  A c c o r d i n g  to t he  N a t i o n a l

A s s o c i a t i o n  of  Co s t  A c c o u n t a n t s  o f  USA, v a r i a n c e s  c o n s t i t u t e  a
38conne c t i ng  l i n k  between s t a n d a r d  c o s t s  and a c t u a l  c o s t s .  They

36 . Bang l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  "Annua l  Re po r t
1985-86' * ,  ( Dhak a)  , p .  13.

37. L i p s k y ,  D. , " D i m e n s i o n a l  P r i n c i p l e  i n  the A n a l y s i s  o f  V a r i a n c e " ,  
Na A B u l l e t i n . I 960,  p . as  c i t e d  by La i  C, J a g e t i a  i n  " D e c i s i o n  
Theory i n  I n v e s t i g a t i o n  o f  C o s t  V a r i a n c e " ,  The Management  A c coun-  
tan t . March,  1976,  p .  196,

38. N a t i o n a l  A s s o c i a t i o n  o f  Co s t  A c c o u n t a n t s " ,  The A n a l y s i s  o f  Manu­
f a c t u r i n g  C o s t  V a r i a n c e " ,  Re sea r ch  S e r i e s  N o . 22,  N A CA Bu 11 e ti  n . 
Augus t ,  1952,  USA,  p , 5 4 6 .
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a l s o  a r g u e d  t ha t  t h e r e  wer e  c e r t a i n  a d v a n t a g e s  to be g a i n e d  f rom 

the a d o p t i o n  of  s t a n d a r d  c o s t s .  S t a n d a r d  c o s t i n g  p r o v i d e s  enhanced  

c o s t  c o n t r o l  and p e r m i t s  p r o d u c t s  a t  v a r y i n g  t i mes  to c a r r y  one  

un i f o r m p r i c e .  S t and a r d  c o s t i n g  can a l s o  i n t e g r a t e d  w i t h  b u d g e t a r y  

c o n t r o l  wher e  the s t a n d a r d s  s e t  a r e  b a s e d  upon the  same e x p e c t a t i o n s  

as  a r e  u s e d  i n  the  c o m p i l a t i o n  o f  t he  b u d g e t .  By i n t e g r a t i n g  s t a n ­

da rd  c o s t i n g  and b u d g e t a r y  c o n t r o l ,  a f o r m a l i z e d  s e r i e s  o f  v a r i a n c e s  

from the s t a n d a r d  can be e x t r a c t e d  f rom the  a c c o u n t i n g  r e c o r d s .

I n t e r f i r m  Compar i son ( I F C )  e n a b l e s  management  to s o l v e  many 

p r o b l e ms  o f  a concern by i n d i c a t i n g  t he  e f f i c i e n c y  o f  p r o d u c t i o n  

and s e l l i n g ,  adequacy  o f  p r o f i t s ,  weak s p o t  i n  t h e  o r g a n i s a t i o n ,  

e t c .  I t  may be me n t i o ne d  t h a t  e s t a b l i s h m e n t  o f  b u d g e t a r y  c o n t r o l  

and s t a n d a r d  c o s t i n g  h e l p s  management  to c o n t r o l  c o s t  w i t h i n  an 

o r g a n i s a t i o n  but  i t  does  n o t  go too f a r .  I n t e r f i r m  c o mpa r i s on  ena ­

b l e s  the management  to compare  i t s  p e r f o r m a n c e  o r  the s t a n d a r d  w i t h

o t h e r  s i m i l a r  c o m p e t i t i v e s  f i r m s  to i m p r o v e  i t s  p r o d u c t i v i t y  and

39p r o f i t a b i l i t y  g a t h e r e d  f rom e f f i c i e n t  member  u n i t s .  I n t e r f i r m  

compar i s ons  p r o v i d e  t h o s e  t a k i n g  p a r t  w i t h  a y a r d s t i c k  w i t h  wh i ch  

to a s s e s s  t h e i r  own v a l u e s ,  q u a n t i t i e s  and r a t i o s  a g a i n s t  the a v e r ­

a g e s  f o r  o t h e r  f i r m s ,  and so he l p  them to p i n p o i n t  t h e i r  m i s t a k e s  

and s o u r c e s  o f  l o s s e s  and thus  i t  can c o n t r o l  and r e d u c e  c o s t .

V a r i o u s  e n p i r i c a l  r e s e a r c h  works  have  been done  on t he  i n d u s t r i a l

e f f i c i e n c y  i n  Ba n g l a d e s h  f o c u s i n g  the  s i g n i f i c a n c e  o f  t he  ' I n t e r -

40f i rm c ompa r i s on '  t e c h n i q u e  in p e r f o r m a n c e  e v a l u a t i o n ,

39, Basu,  B , K , ,  L e c t u r e s  on Management  A c c o u n t a n c y . ( C a l c u t t a !  
C h a t t e r j e e  P u b l i s h i n g  Concer n ,  1979 ) ,  p.  663,

40,  Ha bi b u l l  ah,  M, ,  I n d u s t r i a l  E f f i c i e n c y  and P r o f i t a b i l i t y  i n
B a n g l a d e s h , Bureau o f  Economic He s e a r c h ,  U n i v e r s i t y  o f  Dhaka,  
1974,  p p , 4 - 5 .
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Break even a n a l y s i s  w i l l  a l s o  p r o v i d e  t h o se  f a c t o r i f > s  w i th  

ve ry  u s e f u l  i n f o r m a t i o n  r e g a r d i n g  c a p a c i t y  u t i l i s a t i o n ,  c o s t  r e c o ­

ve r y  and p r i c e s  o f  p r o d u c t s .  The term b r e a k - e v e n  i n d i c a t e s  a t  

what  l e v e l  c o s t  and r ev e nu e  a r e  i n  e q u i l i b r i u m ,  and the  term C o s t -  

V o l u m e - P r o f i  t a n a l y s i s  e x p l o r e s  the  r e l a t i o n s h i p  e x i s t i n g  among 

c o s t ,  r e v e n u e ,  a c t i v i t y  l e v e l s  and the r e s u l t i n g  p r o f i t s .  The 

t e c h n i q u e  o f  b r e a k - e v e n  a n a l y s i s  i n  c o s t  c o n t r o l  has  g a i n e d  i n  

i m p o r t a n c e  in  r e c e n t  y e a r s .  Th i s  method o f  a n a l y s i s  p r o v i d e s  

management w i th  c o s t  and p r o f i t  d a t a  f o r  p r o f i t  p l a n n i n g ,  p o l i c y  

f o r m u l a t i o n  and d e c i s i o n  making .

B r e a k - E v e n - A n a i y  si s i s  an i n d i c a t o r  o f  i d l e  c a p a c i t y  o f  a 

f a c t o r y .  In  Ba ng l a d e s h  most  o f  the  n a t i n a l i s e d  f e r t i l i z e r  f a c t o ­

r i e s  a r e  now o p e r a t i n g  b e l ow  the b r e a k - e v e n  p o i n t .  The b r e a k - e v e n  

p o i n t  i s  n o t  a f i x e d  p o i n t ,  s i n c e  i t  w i l l  v a r y  w i t h  management  

d e c i s i o n s ,  p r o d u c t  p r i c e  changes  and o p e r a t i n g  e f f i c i e n c y .

A. PFtOCEDUHE OF BUDGETINGi

D i s c u s s i o n  w i th  the  BCIC e x e c u t i v e s  and I t  i s  v i e w e d  t h a t  

b u a g e t s  a r e  f i x e d  f i r s t l y  on t h e  b a s i s  o f  i n c r e a s i n g  p r o d u c t i o n  

f l o w  and hence  a s  p r e s e r v a t i o n  d e v i c e .  But r e v i s e d  b u d g e t s  a r e  

f i n a l i s e d  on the  b a s i s  o f  p r a c t i c a b i l i t y .  So, f o r  t h i s  compara ­

t i v e  s t u d y ,  we c o n s i d e r e d  the r e v i s e d  b u d g e t s  o n l y .

The management o f  ECIC has  d e c i d e d  i n  p r e p a r a t i o n  of the  

Annual  Budge t  and f i x a t i o n  o f  p r o d u c t i o n  t a r g e t  o f  t he  e n t e r p r i s e s  

under  BCI G ( v i d e  Memo no .  BCI C/CO iiD/300 .0  5/947 d t .  1. 1. 1987)  t h a t  

the f o l l o w i n g  g u i d e l i n e s  s h a l l  h e n c e f o r t h  be f o l l o w e d ,  "The p r o p o s e d
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Annual  Budge t  o f  t he  e n t e r p r i s e  s h a l l  i n i t i a l l y  be s u t m i t t e d  to the  

Cost  8. Budget  D i v i s i o n ,  Head O f f i c e ,  A f t e r  the  same i s  p r o v i s i o n a ­

l l y  f i n a l i s e d  by the C o s t  Budge t  D i v i s i o n ,  the  b u d g e t  w i l l  be  

p l a c e d  i n  the  E n t e r p r i s e  Board  M e e t i n g  w h e r e i n  the  c o n c e r n e d  p e r s o ­

nne l  o f  the Co s t  & Budge t  D i v i s i o n  o f  Head O f f i c e  s h a l l  a l s o  remain  

p r e s e n t ,  f o r  e xa m in a t i o n  and f i n a l i s a t i o n  o f  the  same b e f o r e  i t  i s  

p l a c e d  f o r  a p p r o v a l  o f  t he  BCIC Board o f  D i r e c t o r s " *

B, BUDGET ANaLYSI  St

As a s ampl e )  l e t  us  have  a look i n t o  the  Budge t  A n a l y s i s  o f  the  

N a t u r a l  Gas F e r t i l i z e r  F a c t o ry  L i m i t e d ,  S y l h e t  by t h e i r  a u d i t o r s  f o r  

the two d i f f e r e n t  y e a r s  o f  1983-84 and 1985 -86 .  (M/S,  H o w l a d e r  Yunus

& C o . ,  C h a r t e r e d  A c c o u n t a n t s *  Dhaka,  a u d i t e d  the  a c c o u n t s  f o r  both  

the y e a r  o f  1983-84 and 198b-86 and a n a l y s e d  th e  b u d g e t ) .

For  1983-84 i A p p e n d i x  -  4 . 0 2

For 1985-86 t Ap pe nd i x  -  4 , 0 3

A u d i t o r  v i ewe d  i n  the  bu dge t  a n a l y s i s  t h a t  though  p r o d u c t i o n  

u n i t  have  exceeded  the bu d g e t  e s t i m a t e s  b u t  the  e x p e n s e s  have  e x c e e ­

ded the f l e x i b l e  bu d g e t  i n  maximum head o f  e x p e n d i t u r e  o f  both  v a r i a ­

b l e  and f i x e d  c o s t s .  They a l s o  s u g g e s t e d  t h a t  the  management  s h o u l d  

have been more a l e r t  i n  c o n t r o l l i n g  the  e x p e n s e s  t h r o u g h  b u d g e t .
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P r o f e s s i o n a l  e c o n o m i s t s ,  b u s i n e s s  l e a d e r s ,  p o l i c y  make r s  as

w e l l  as d eve l opment  a g e n c i e s  a p pe a r e d  to be c o nc e r n ed  i n  th o se  days

o v e r  the a l l e g e d  i n e f f i c i e n c y  a t  which i n d u s t r i a l  u n i t s  i n  B a n g l a d e s h

was o p e r a t e d  and the p o o r  l e v e l  o f  p r o f i t  t h a t  the f i r m s  showed f o r

^ 1the i n v e s t m e n t  made i n  them. In the  p r e - l i  be ra ti  on c a y s ,  j u t e

i n d u s t r y  i n  Bani j l adesh had a l ow p r o d u c t i v i t y  l e v e l  a s  compared  to

t ha t  o f  the j u t e  m i l l s  in  I n d i a ,  i n s p i t e  o f  B a n g l a d e s h  h a v i n g  s u p e r i o r

q u a l i t y  raw m a t e r i a l  i n  the c l o s e  p r o x i m i t y  o f  t he  j u t e  m i l l s  and

42up t o - d a t e  p l a n t  and m a c h i n e r y .  .Resear cher s  have  e m p h a s i s e d  t h a t  

R e s u l t - B a s e d  Reward System (RBRS ) ,  f o r w a r d s  an a p p r o a c h  i s  n e e d e d  

to d e v e l o p  new p r o d u c t s  and add new f e a t u r e s  to o l d  p r o d u c t ,  d e v i s e  

ways and means to r ed uc e  c o s t s  and i m p r o v e  q u a l i t y  a s  w e l l  as  e x p l o r e
4 3

new cus tomer s  and de ve l o p  n ev̂  m a r k e t s .

One management c o n s u l t a n t  has r e p o r t e d  t h a t  i t  I s  t he  p r i m a r y

o b l i g a t i o n  o f  the p r o d u c t i o n  de pa r t me n t  o f  an e n t e r p r i s e  to p r o d u c e

44
goods  o f  a c c e p t a b l e  q u a l i t y  a t  economic c o s t s .  Famous a c a d e m i c i a n  

a r g ued  t h a t  p r o d u c t i o n  c o n t r o l  was the  f a c t o r y ' s  n e r v o u s  sVstem and  

the r e a l  o b j e c t i v e  was to g e t  out  the d e s i r e d  p r o d u c t s  e c o n o m i c a l l y

153
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4 1, H a b i b u l l a h ,  M , ,  I n d u s t r i a l  E f f i c i e n c y  and P r o f i t a b i l i t y  i n
Banq 1 a d e s h . ( U n i v e r s i t y  o f  Dhakai  Bureau o f  Economic R e s e a r c h ,  
1974) ,  p . 102.

42,  H a b i b u l l a h ,  M, , " P r o b l e m s  c f  P r o d u c t i v i t y  i n  the  J u t e  I n d u s t r y  
o f  P a k i s t a n " ,  The Dhaka U n i v e r s i t y  S t u d i e s .  P a r t - A . ( Dh ak a i  
1969 ) ,  p . 19,

4 3, H a b i b u l l a h ,  M. ,  Ghosh,  S ,N.  and Quddus ,  Management  M o t i v a t i o n
th rough  Resu 1 1-Ba s e d - R e v i  ew Sys t em. (Dha ka i  UNDP- I LO ,  N a t i o n a l  
Management  Deve l opment  Programme,  B a n g l a d e s h  Management  D e v e l o p ­
ment C e n t r e ,  1981 ) ,  p , 5 b .

44, I s l a m ,  M . N . ,  " Q u a l i t y  C o n t r o l  -  A P r o d u c t i o n  T o o l " ,  M an aq em en t 
Developmen t . (Dhaka i  B an g l ad e s h  Management  De ve l opme nt  C e n t r e ,  
1972 ) ,  p , 3 3 .
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and on t ime.  A n o t h e r  management c o n s u l t a n t  v i e w e d  t h a t  f o r  any

i n d u s t r i a l  o r g a n i s a t i o n  to be s u c c e s s f u l ,  t h e r e  must  be p r o p e r  and

f u l l  c o n t r o l  on the  p r o d u c t i o n  r a t e s  and the q u a l i t y  o f  the  m an u f a c -  

A6
tu red  goods*  The o r g a n i s a t i o n  o f  a f a c t o r y  o r  workshop  ha s  f o r  

i t s  aim e f f i c i e n t  p r o d u c t i o n  —  t h i s  e f f i c i e n c y  b e i n g  m easu red  by 

the  number  o f  a r t i c l e s  p r o d u c e d ,  the q u a l i t y  and p r i c e  o f  the p r o d u c ­

t i o n ,  and the q u i c k n e s s  o f  d e l i v e r y ,  the  r e q u i r e m e n t s  f o r  s u c c e s s f u l

c o m pe t i t i on  a r e  t h a t  p r o d u c t i o n  must  be e x p e d i t i o u s ,  c o r r e c t  and a t  

47
a minimum c o s t .  On the  o t h e r  hand,  i t  can be s t a t e d  t h a t  p r o d u c ­

t ion  c o n t r o l  aims a t  to a c h i e v e  the e f f i c i e n c y  i n  p r o d u c t i o n  th ro ug h  

m an u fa c t u r e  o f  r e q u i r e d  q u a n t i t y  and q u a l i t y  o f  p r o d u c t  a t  the  l o w e s t  

c o s t .  Thi s  I n d i c a t e s  p r o d u c t i o n  c o n t r o l  i s  t he  c o n t r o l  o f  m a t e r i a l s ,  

1 a bou r, ma chi n e u t i l i z a t i o n ,  t o o l i n g  and o p e r a t i o n  e t c .

In I n d i a ,  nomina l  p r o d u c t i o n  o f  l 6 , 0 0 0  t on nes  o f  N i t r o g e n  and

11,000 t onnes  o f  1951 -52 ,  f e r t i l i z e r  p r o d u c t i o n  i n c r e a s e d

to 43.  28 l a k h  tonnes  o f  N i t r o g e n  and 14.28 l a k h  t on ne s  o f  ^ 2 ^ ^

1985-86,  Dur ing  1986-87,  the  p r o d u c t i o n  i s  e x p e c t e d  to r i s e  f u r t h e r

to a l e v e l  o f  51 ,75  l akh  t onnes  o f  N i t r o g e n  and 17 ,75  l a k h  t on ne s  o f

P 0 
‘̂ 2^5*

4 5

45.  Moore ,  F r a n k l i n ,  G, , P r o d u c t i o n  C o n t r o l . (New Y o rk i  M c G r a w - H i l l  
Book Company, 1959 ) ,  p . 6,

46. Khan, A l i m u l l a h ,  " P r o j e c t  Management  i n  B a n g l a d e s h " ,  Man a g em en t 
Dev el  opm en t . (Dhaka i  B an g l a d e s h  Management  Dev e l o pme nt  C e n t r e ,  
1978) ,  p . 73.

47.  Ow l e r ,  L .VJ.J , ,  and Brov.n, J . L . ,  W h e ld o n * s  C o s t  A c c o u n t i n g . 
( Londoni  MacDona ld  Evans L t d . ,  1984 ) ,  p , l 6 .

48. Governnen t  o f  I n d i a ,  I n d i a  1986 > A R e f e r e n c e  A n n u a l . (New D e l h i *  
P u b l i c a t i o n  D i v i s i o n ,  M i n i s t r y  o f  I n f o r m a t i o n  and B r o a d c a s t i n g ) ,  
p . 445.
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In Ch in a ,  t he  o u t p u t  o f  chemica l  f e r t i l i z e r  i n  1980 r e a c h e d  12.32  

m i l l i o n  t on s .  The 1980 o u t p u t  was 2,000 t imes  as  much as  i n  1949,  when
49

China p r o d u ce d  on l y  6 ,000 t ons  o f  chemica l  f e r t i l i z e r .

The f e r t i l i z e r  i n d u s t r y  o f  B a n g l a d e s h  has  on l y  t h r e e  p r o d u c t s ,  

s a l e s  o f  each o f  which i s  n o t  p ro b l em  b e c a u s e  o f  s u p p l y  o f  wh i ch  i s  

s t i l l  beloM the r e q u i r e d  demand.  The f i r s t  t ask  o f  the f a c t o r i e s  a r e  

to p r o d u c e  more and more and to a t t a i n  i n s t a l l e d  c a p a c i t y .  In  t h i s  

ca se  we s h a l l  t r y  to compare the  p r o d u c t i o n  t a r g e t  and a c t u a l  p r o d u c ­

t i o n .  Dur ing  the  l a s t  ten y e a r s  ( 1976-77 to 1 9 8 b - 8 6 ) ,  B a n g l a d e s h  

p rodu ce d  d i f f e r e n t  k i n d s  o f  f e r t i l i z e r  w e r e  4 4 , 8 9 ,  183 MT; 6 , 4 7 , 8 3 0  MT 

and 98,  364 M f o f  U r e a ,  TSP and '^mmonium S u l p h a t e  r e s p e c t i v e l y  a g a i n s t  

the p r o d u c t i o n  t a r g e t  o f  4 3 ,9 0 , 0 0 0  MT; 7 ,  20 ,000 MT and 87 ,5 00  MT which  

means \ 0 2 ^ 2 6 % ,  8 9 , 9 8 %  and 1 1 2 , < 2 %  o f  t a r g e t  a c h i e v e d  ( T a b l e - 4 . 0  1 ) ,  

Dur ing  the same p e r i o d  t o t a l  f e r t i l i z e r  p r o d u c e d  i n  B a n g l a d e s h  we re

52, 35, 377 MT a g a i n s t  the  t a r g e t  o f  5 1 ,9 7 ,  500 MT which i s  100.73/li o f  

t a r g e t  a c h i e v e d .  P r o d u c t i o n  and p r o d u c t i o n  t a r g e t  o f  f e r t i l i z e r s  f o r  

the l a s t  ten y e a r s  can a l s o  be r e p r e s e n t e d  by B a r - d i a g r a m  ( C h a r t  4 , 0 1 ) .

The Thi rd  F i v e  Ye a r  P l a n  o f  the  Government  o f  t he  P e o p l e ' s  

R e pu b l i c  o f  B an g l ad e sh  s t a t e d  Benchmark and P r o d u c t i o n  T a r g e t  f o r

50s e l e c t e d  m a n u f a c t u r e d  p r o d u c t s  among whi ch  t h e  f i g u r e  f o r  f e r t i l i z e r  

which i s  shown be l ow j

49. China Hand Book S e r i e s  i Economv. F o r e i g n  La n g u a g e s  P r e s s ,  
Bei j i n g ,  1984, p .  161.

50, Government  o f  the P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  The Thl rd 
Fi v e Y ea r P 1 an . (Dhaka*  P l a n n i n g  Commiss ion ,  19 85 ) ,  p ,  248.
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Benchmark and P r o d u c t i o n  T a r g e t

1 P roduc ts  1 Uni t s 1 P r o d u c t i o n  [ T a r g e t  I 
1984-85 \ 1989-90 I

\
1
i

[ p u b l i c !  
|Sec t o r  j

[ p r i v a -
} te
S e c t o r

[ 1 
T o ta l  j[ p u b l i  c 

^Sec to r
P r l .  1 
v a t e  
Sec t o r

( T o t a l  j 

1 i

1 F e r t i l i z e r  )

i .................. , i

' 000*  j 
MT j

1

806 - 806 1,700 4 50 2,150  }

\
\

Degree  o f  t a r g e t  a c h i e v e d  has a r e l a t i o n  on c o s t  o f  p r o d u c t i  

as  has  been shown l a t e r  on.

on

T a b l e  -  4 .01

S ta t ement  showing  T a r g e t  and A c t u a l  P r o d u c t i o n  
w i t h  C a p a c i t y  U t i l i z a t i o n  o f  F e r t i l i z e r  i n  
B an g l a d e s h  f o r  th e  l a s t  ten y e a r s  ( 19 76 -77  to 
198 5 -86 )  .

1 P a r t i c u l a r s  |1 P r o d u c t i  on j 
T a r g e t  |

MT 1

A c t u a l  | $ < o f  j 
P r o d u c t i o n  J T a r g e t  j 

jAchi  eved

*  o f  y 
(Capac i  ty , 
Ut i  l i  zed

* A, Urea* 11
J

i NGFF 7 , 8 2 , 0 0 0 8 , 4 0 , 6 5 3 107,50 81 .9 7  j

j UFFL 23 ,8 8 , 00 0 24, 29 ,6  34 101.74 7 1,46 i

\ ZFCL 12 ,20 ,000 1 2 , 1 8 , 89 6 1 99 .91 7 6 . 9 5  [

f 1 1
4 3 ,9 0 , 0 0 0 4 4 , 8 9 ,  183 102.26  '' 7 5 . 0 2  }

J B. TSPi i1 I
j TSPC 7 , 2 0 , 0 0 0 6 , 4 7 , 8  30 11 89 . 98 4 2 .6 2  j

J C, Ammonium S u l o h a t e i 111
1

\
I

1 NGFF 87 ,500 98 ,364 112 .42 8 1.97

[ Tota l  ( A f B f C )  1 51, 97 , 500 52, 35, 377 100.7 3 '1 68 .67

N o t e s t  NGFF ■ N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d  
UFFL «  Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d  
ZFCL = 2i a F e r t i l i z e r  Company L i m i t e d  
TSPC a T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d

( R e f i  P r e p a r e d  by the  R e s e a r c h e r  t h r o ug h  Budge t  &. Annua l  R e p o r t s )
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C m a RT : ^ -̂01 

Cko^d-SKjDwivLg o.vitL

l rek.HU^«^75 2>^^U-de?>K-( j<>)7e - f 7  ^  & r - » 0

[^R.e(j<xeA\A£-: To-k>U_ A ’ Ol^

Y e a r l y  f e r t i l i z e r  t a r g e t  and a c t u a l  p r o d u c t i o n  can be  shown 

by the T a b l e - 4 , 0 2  which can be p r e s e n t e d  by t h e  Time S e r i e s  

( C h a r t - 4 , 02 )  and i n d i c a t e s  s a t i s f a c t o r y  r e s u l t .
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T a b i ^  -

s t a t e m e n t  o f  Yearv^ ise  F e r t i l i z e r  T a r g e t  and A c t u a l  
P r o d u c t i o n  i n  B a n g l a d e s h  f o r  the  l a s t  ten y e a r s .

( 1 9 7 6 - 7 7  t o  1 9 8 5 - 6 6 )

1 V ea r T a r g e t
P r o d u c t i o n

MT

1 A c tu a 1 
P r o d u c t i  on

MT

1 %  o f  
1 T a r g e t  
 ̂ A chi  ev ed

*  '

%  o f  i 
Capac i  ty « 
Ut i  11 zed { 

%  {

I 1976-77 3 ,38 ,000 3 ,3 2 ,7 8 8 98 .46
i

55,10 \

I

1 1977-78 2 ,7 2 , 000 2 ,6 3 ,  291
1

96 .80 43 ,59  ! 
1 1

j 1978-79 3 ,63 ,000 3, 58, 37 2 9 8 ,7 3

1 ■

1 59, 33 !
t

j 1979-80 4 ,2 9 ,0 0 0 4 , 4 2 ,  176 103.07
1

7 3 ,2 1  j
If

j 1980-8 1 4,  14,000 4 , 2 6 , 0 0 4 102,90
I

7 0 , 5 3  j

1 1981-62 4 ,2 9 , 0 0 0 4,  14,859
1

96 .7 0
I

68 .69  }

[ 1982-83 1 4 , 1 9 ,0 0 0 4, 51 ,695 107,85
1

7 4 . 8 2  j

j 198 3 -84
i
' 8 , 3 1 , 0 0 0

1
8 , 1 6 , 5 1 7  I

1
98 .2 6

I
7 2 . 1 3  } 

i

t 1984-85 7 , 7 4 ,  500
1 1

8 , 0 6 , 3 8 0 104, 12
1

7 1 , 2 3  [

K

1 1985-86
i ! 
J 9 ,2 8 ,0 0 0 9 , 2 3 , 0 9 5  '

1
1

99 .47
I

8 1 . 5 5  j

J
1

1 T o ta l  1
1

51 ,9 7 , 50 0 52 ,35 , 377 100.7 3
____________________ L

68 .67  {

( R e f *  P r e p a r e d  by the  R e s e a r c h e r  t h r o ug h  B ud ge t s  and Annua l  
R e p o r t s ) .
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c h a r t *, a  ‘02.
C k o r t  SWDw'mg ^  a^ti>jiJ^P«£>dUJCtionin.
b € Y \ ^ b ^ l i .  lyOKik*  \oJi)r Kn^fCOJtC) ( 1^76-77  io  W 9 5 - - » 6 ^  

[fee(rcft.ertic.€ : T<xbL«. 4 -0^

Y e a r l y  t a r g e t  and a c t u a l  p r o d u c t i o n  o f  U r ea *  ISP and Ammoniun 

S u l p h a t e  can be shown by the  Append l  x - 4 . 0 4 .

I t  men t i o ne d  e a r l i e r  t h a t  the  Ur ea  f e r t i l i z e r  p r o d u c e d  by 

t h r e e  f a c t o r i e s  which can be shown s e p a r a t e l y  f o r  b e t t e r  p r e s e n ­

t a t i o n  ( A p p e n d i x - 4 , 0  5 ) .
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As  m e n t i o n e d  e a r l i e r  t h a t  t h e  m a n a g e m e n t  o f  BC l  C h a s  d e c i d e d  

i n  t h e  p r e p a r a t i o n  o f  t h e  A n n u a l  B u d g e t  a n d  f i x a t i o n  o f  p r o d u c t i o n  

t a r g e t  o f  t h e  e n t e r p r i s e s  u n d e r  B C I C  ( v i d e  meaio n o .  B C I C / C O R D /  

3 0 0 . 0 5 / 9 4 7  d t ,  1 , 1 .  1987)  t h e  f o l l o w i n g  g u i d e l i n e s  s h o u l d  h e n c e f o r t h  

be  f o l l o w e d ,  ^he  Head o f  E n t e r p r i s e  i n  c o n s u l t a t i o n  w i t h  t h e  D i r e c t o r -  

i n - C h a r g e  a n d  i f  n e c e s s a r y ,  w i t h  t h e  P r o d u c t i o n  D i v i s i o n ,  He a d  O f f i c e  

s h a l l  p r o v i s i o n a l l y  f i x  t h e  A n n u a l  P r o d u c t i o n  T a r g e t  b e f o r e  p l a c i n g  

t h e  same t o  BCI  C B o a r d  o f  D i r e c t o r s  f o r  a p p r o v a l .  T h e  P r o d u c t i o n  

D i v i s i o n ,  Head O f f i c e  s h a l l  c o n s o l i d a t e  t h e  t a r g e t  p r o p o s a l s  a n d  

o b t a i n  t h e  a p p r o v a l  o f  t h e  B C I C  B o a r d  o f  D i r e c t o r s .

L e t  u s  h a v e  a l o o k  f o r  t h e  s t u d y  f a c t o r i e s  s e p a r a t e l y !

4 . 0 3 .  lA

P i  an t  N o .  1 t N a t u r a l  G a s  F e r t i l i z e r  F a c t o r y  L i m i t e d

I f  we c o n s i d e r  t h e  P r o d u c t i o n  T a r g e t  a n d  A c t u a l  P r o d u c t i o n  f o r  

t h e  l a s t  10 ( t e n )  y e a r s  1 9 76 - 7 7  t o  1 9 B b - 8 6  f o r  t h e  N a t u r a l  Ga s  

F e r t i l i z e r  F a c t o r y  L i m i t e d  ( T a b l e - 4 , 0 3 )  f o r  i t s  t w o  p r o d u c t s  v i z *

U r e a  and  Ammonium S u l p h a t e .  H e r e  we a r e  g e t t i n g  f o r  t h e  w h o l e  

p e r i o d  ( e x c e p t  f o r  1 9 7 7 - 7 8  f o r  U r e a  a n d  1 9 7 8 - 7 9  f o r  A mo o n i u m S u l ­

p h a t e , a c t u a l  p r o d u c t i o n  e x c e e d e d  t h e  t a r g e t .  D u r i n g  t h e  p e r i o d  

N a t u r a l  G a s  F e r t i l i z e r  F a c t o r y  L i m i t e d  p r o d u c e d  8 , 4 0 , 6 5 3  MT  a n d

9 8 ,  364 MT  a g a i n s t  t h e  t a r g e t  o f  7 , 8 2 , 0 0 0  MT  a n d  8 7 , 5 0 0  MT  w h i c h  

means  107 .  503S and  112.429£ o f  t a r g e t  a c h i e v e d  f o r  U r e a  a n d  Ammonium 

S u l p h a t e  F e r t i l i z e r  r e s p e c t i v e l y .

I n  1 9 79 - 8 0  t h e  f a c t o r y  p r o d u c e d  1 , 0 4 , 5 9 4  MT  U r e a  r e p r e s e n t i n g

h i g h e s t  p r o d u c t i o n  s i n c e  i t s  i n c e p t i o n  a n d  i n  1 9 8 2 - 8 3  p r o d u c e d  

1 2 , 2 8 2  MT Ammonium S u l p h a t e  r e p r e s e n t i n g  h i g h e s t  p r o d u c t i o n  s i n c e  

t h e  e s t a b l i s h m e n t  o f  t h e  f a c t o r y .
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In 1984-85,  th e  p r o d u c t i o n  o f  Ammonium S u l p h a t e  d e c l i n e d  a s  a

r e s u l t  o f  d i s l o c a t i o n  o f  t r a n s p o r t a t i o n  o f  i t s  b a s i c  r a w - m a t e r i a l .

Su l ph u r ,  from C h i t t a g o n g  due to d i s r u p t i o n  o f  r a i l w a y  communica t i on

51Caused by d e v a s t a t i n g  f l o o d .

4 ,0 3 .  IB

f Jan - t n o. Uxea F e r t i l i z e r  F a c t o r y  Limi t e d .

S t a t ement  showing  t a r g e t  and a c t u a l  p r o d u c t i o n  w i t h  c a p a c i t y  

u t i l i z a t i o n  ( T a b l e - 4 , 0 4 )  f o r  the  Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d  

f o r  the  l a s t  ten y e a r s  i . e .  1976-77 to 1985-86  showed the p r o d u c ­

t i on  exceeded  th e  t a r g e t  bu t  b e l o w  th e  i n s t a l l e d  c a p a c i t y .  D u r i n g  

the p e r i o d  Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  p r o d u c e d  2 4 , 2 9 , 6 3 4  MT 

a g a i n s t  the  t a r g e t  o f  2 3 , 88 , 000  MT whi ch  meant  101.745i£ o f  t a r g e t  

and 7 1,4651  ̂ o f  i n s t a l l e d  c a p a c i t y .

Dur ing  1984-85,  the o p e r a t i o n  o f  t he  f a c t o r y ,  r ema ined  su s p e n d e d

f o r  91 days  f o r  i m p l e m e n t a t i o n  o f  m a j o r  r e h a b i l i t a t i o n  and o v e r h a u l i n g

programme r e s u l t i n g  i n  d e c r e a s e  o f  105IS p r o d u c t i o n  than t h a t  o f  p r e -  

52v i o u s  y e a r .

As a r e s u l t  o f  the  i m p l e m e n t a t i o n  o f  R e h a b i l i t a t i o n  Scheme 

Programme i n  1984 -85 ,  the  e n t e r p r i s e  o p e r a t e d  a t  1005l{ l o a d  d u r i n g  

the y e a r  1985-86 and a c h i e v e d  the  h i g h e s t  y e a r l y  p r o d u c t i o n  o f

3 , 0 6 ,6 90  MT s i n c e  i t s  i n c e p t i o n ,

51, B a ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  **Annua l  R e p o r t  
1 9 6 4 - 8 5 " . ( D h a k a ) ,  p . 11.

52, B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  **Annua l  R e p o r t  
198 4 - 8 5 * . ( D h a k a ) ,  p . 11.

53, B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l  R e p o r t  
198 5 - 8 6 * . ( D h a k a ) ,  p . 19,

1 6 2
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Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d  
G h o r a s a l ,  N a r s i n g d i

S t at ement  showing  T a r g e t s  and A c t u a l  P r o d u c t i o n  
w i t h  c a p a c i t y  U t i l i z a t i o n

T a b l e  -  4 . 0 4

Yea r

T a r g e t

P rodu c t i  on

T
% o f

i - : .
A c t u a l

— r;  % o f  ;
f  T a r g e t  f Capa ci ty

ach i e  V ed u t i  l i  zed

1976-77

1977-78

1978-79

1979-80

1980-81  

198 1-82

1982-83  

198 3-84

1984-85

1985-86

MT 

2,20,000

1 .53 .000

2 .3 5 .0 00

2 .5 0 .0 00

2 .4 0 .0 00  

2, 50,000

2 .5 0 .0 0 0

2 .6 5 .0 00

2 .2 5 . 000  

3 ,0 0 ,0 00

MT

2 , 0 8 , 0 7 5

1, 51,0  37 

2 , 3 6 , 1 2 3  

2 , 5 6 , 6 1 2  

2 , 4 5 , 4 8 2  

2 , 5 2 , 8 6 3  

2 , 8 3 , 8 4 4

2, 57,  164 

2 , 3 1 , 7 4 4

3 ,0 6 ,6 9 0

%

94,  58 

9 8 . 7 2  

100.48  

102.64  

10 2, 28 

10 1. 15 

113. 54 

9 7 , 0 4  

10 3 .00  

102.  23

%

61 .2 0  

44.  42 

69.  45 

7 5 .47  

7 2 .20

7 4.  37

8 3 .48  

7 5 . 6 4  

68.  16 

9 0 .2 0

To ta l  I 23 ,8 8 ,000 24, 29 ,6  34 101 ,74 7 1 .4 6

Sou rce s  f o r  t a r g e t s  and a c t u a l  p r o d u c t i o n !

1* Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  Annua l  B u d q e t s i 1976 -77 ,
1977 -78 ,  1978 -79 ,  1979 -80 ,  198Q-81,  1981 -82 ,  1982 -83 ,
1983-84 ,  1984 -85 ,  1985 -86 .  ' ^ h o r a s a l ,  N a r s i n g d i ,

2* Ur ea  F e r t i l i z e r  F a c t o ry  L i m i t e d ,  Annua l  R e p o r t  and A c c o u n t s * 
198 5 - 8 6 . G h o r a s a l ,  N a r s i n g d i .
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F inanc e  D i r e c t o r ,  BCIC,  and Cha i rman,  UFFL E n t e r p r i s e  B oa rd ,

i n  h i s  f o r e w o r d i n g  i n  the Annua l  R ep o r t  o f  1985 -86 ,  e x p r e s s e d  a s *

i t  i s  a m a t t e r  o f  p r oud  and h a p p i n e s s  to say t h a t  the  y e a r  was a 

v e r y  s u c c e s s f u l  i n  the  l i f e  o f  UFFL w h i l e  the  f a c t o r y  p r o d u c e d  th e  

e v e r  h i g h e s t  p r o d u c t i o n  which i s  a v e r y  r a r e  a c h i e v e m e n t  i n  f e r t i -
54

l i  z e r  i ndu  s t r y ,

4 . 0 3 .  1C

P Ian t no ,  3 i T r i p l e  S u p e r p h o s p h a t e  Complex L l t n i t e d i

S t at ement  show ing  t a r g e t  and a c t u a l  p r o d u c t i o n  w i th  c a p a c i t y

u t i l i z a t i o n  ( T a b l e - 4 , 0 5 )  f o r  th e  T r i p l e  S u p e r p h o s p h a t e  Complex

L i m i t e d  f o r  th e  l a s t  ten y e a r s  i . e .  1976-77 to  1985 -86 ,  D u r ing  the  

p e r i o d  the  complex  p r o d u c e d  6 , 4 7 , 8 3 0  MT a g a i n s t  t h e  t a r g e t  o f

7 . 2 0 . 0 0 0  MT which r e p r e s e n t e d  8 9 . 9 8 ^  o f  t a r g e t  a c h i e v e d  and 4 2 , 6 2 ^  

o f  c a p a c i t y  u t i l i z e d .

In TSP Complex d u r i n g  1984 -85 ,  the  p r o d u c t i o n  was  a f f e c t e d  f o r  

im p l e m en t a t i o n  o f  r e h a b i l i t a t i o n  scheme f o r  146 da ys  and i n s t a l l a ­

t i on  o f  g a s  c o n v e r s i o n  system c a u s i n g  c o n s i d e r a b l e  l o s s  o f  p r o d u c -

55
t i o n .  The f a c t o r y  c a r r i e d  o u t  " F e r t i l i z e r  I n d u s t r i e s  R e h a b i l i t a ­

t i on  Programme"  from 1 , 1 , 8 5  to 2 5 , 4 , 8 5  i n  o r d e r  to p r o d u c e  g r a n u l a r  

TSP and i n c r e a s e d  the  e f f e c t i v e  p r o d u c t i o n  c a p a c i t y  u t i l i z a t i o n  to

1 .50.000  MT p e r  y e a r , ^ ^

54, Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " Annua l  R e p o r t  and A c c o u n t s  
1 9 8 5 - 8 6 * . ( G h o r a s a l ) ,  p , 3 .

55, B a ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "An nua l  R e p o r t  
198 4 - 8 5 - . ( D h a k a ) ,  p . 11.

56, I bi d.  . p .  20*
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1 65

T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d  
N o r t h  P o t e n g a »  C h i t t a g o n g

S t a t e m e n t  s h o w i n g  t a r g e t s  a n d  a c t u a l  p r o d u c t i o n  
w i t h  c a p a c i t y  u t i l i z a t i o n

T a b l e  -  4 . 0 5

T a r g e t  
a c h i e v e d

Y e a r

T a r g e t

P r o d u  c t i  on 

1 A c t u  a 1

%  o f  

C a p a c i  t y  
u t i  11 z e d

1976- 77

1 9 77 - 7 8

19 78 - 7 9

1 9 79 - 8 0

19 80- 81

1 9 8 1 - 8 2

1 9 8 2 - 8 3  

198 3 - 8  4

1 9 8 4 - 8 5

19 8 5 - 8 6

M l

5 0 . 0 0 0

4 0 . 0 0 0

7 0 . 0 0 0

8 0 . 0 0 0

7 5 . 0 0 0

8 5 . 0 0 0

7 5 . 0 0 0

9 0 . 0 0 0

5 5 . 0 0 0  

100,000

MT

3 8 , 0 0 6

4 1,  27 4

6 2 , 2 8 7

7 1,  118

7 1 , 4 6 1

5 7 , 8 8 8

6 8 , 6 0 3

8 1 , 2 4 3

55,  192

1 0 0 , 7  58

%

7 6 . 0 1  

10 3.  19 

8 8 . 9 8  

8 8 . 9 0  

9 5 .  28 

68. 10 

9 1 . 4 7

9 0 ,  27 

100.  35 

1 0 0 . 7 6

%

2 5 . 0 0  

27 .  15 

4 0 . 9 8  

4 6 . 7 9

4 7 . 0 1  

3 8 . 0 8  

4 5 .  13 

5 3 . 4 5  

36 .  31 

6 6 .  29

T o t a l  I 7 2 0 , 0 0 0 6 4 7 , 8  30 8 9 . 9 8 4 2 . 6 2

S o u r c e s  f o r  T a r g e t s  and  A c t u a l  P r o d u c t i o n i

1.  T r i p l e  S u p e r p h o s p h a t e  C o m p l e x  L i m i t e d ,  A n n u a l  B u d q e t s i 
1 9 7 6 - 7 7 ,  1 9 7 7 - 7 8 ,  1 9 7 8 - 7 9 ,  1 9 7 9 - 8 0 ,  1 9 8 0 - 8 1 ,  1 9 8 1 - 8 2 ,
1 9 8 2 - 8 3 ,  1 9 8 3 - 8 4 ,  1 9 8 4 - 8 5 ,  1 9 8 5 - 8 6 ,  C h i t t a g o n g .

2.  T r i p l e  S u p e r p h o s p h a t e  C o m p l e x  L i m i t e d ,  A n n u a l  R e p o r t s t
1 9 8 3 - 8 4 ,  1 9 8 4 - 8 5 ,  1 9 8 5 - 8 6 ,  C h i t t a g o n g ,
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4 .0 3 .  ID

P l a n  t no.  4 i Zl a F e r t i l i z e r  Company L i m i t e d *

Z i a  F e r t i l i z e r  Company L i m i t e d  was commiss i oned  on 15th December ,  

1981 and went  i n t o  commerc i a l  p r o d u c t i o n  i n  1983 -84 ,  i f  we c o n s i d e r  

the p r o d u c t i o n  t a r g e t  and a c t u a l  p r o d u c t i o n  f o r  the  l a s t  3 ( t h r e e )  

y e a r s  1983-84 to 1985 -86 ,  Du r ing  the  p e r i o d  the  f a c t o r y  p r o d u c e d  

12, 18,896 MT a g a i n s t  the  t a r g e t  o f  12 ,20 ,0 00  r e p r e s e n t i n g  99,9151^ o f  

t a r g e t  a c h i e v e d  and 76,953^ o f  c a p a c i t y  u t i l i z e d  ( T a b l e - 4 , 0 6 ) .

The f a c t o r y  p r o d u ce d  4, 25, 329 MT o f  Ur ea  F e r t i l i z e r  d u r i n g  th e
57

y e a r  1985-86 -  the  e v e r  h i g h e s t  p r o d u c t i o n  s i n c e  the  i n c e p t i o n .

T a b l e  -  4 . 0 6

Z i a  F e r t i l i ? e r  Company L i m i t e d  
A s h u g o n j ,  B r a hm a nb a r i a

S t a t ement  showing  t a r g e t s  and a c t u a l  p r o d u c t i o n  
w i t h  c a p a c i t y  u t i l i z a t i o n

{
1 P r o d u c t i o n 5̂ o f  1 ^ o f  j

1 T a r g e t  | A c t u a l
j a r y e i .  i 
a c h i e v e d  j[ u t i l i  zed

« Con 

{ 1983-84

i 1984-85  

} 1985-86

m e r c i a l  Prodi  
MT

3 .80 .000

4 ,0 0 ,0 0 0

4 .4 0 .0 0 0

j c t i o n  s t a r t e c  
MT 

3 , 7 9 , 0 3 9

4 , 1 4 , 5 2 8

4 , 2 5 , 3 2 9

1 i n  1983-84  

9 9 .7  5

103.63

96 . 67

I
7 1 .7 9  1 

\

7 8 . 5 1  1

I
80.  55

1 T o ta l  1 12 ,20 ,000 1 2 ,1 8 , 89 6 9 9 .9 1 7 6 . 9 5

Source s  o f  T a r g e t  and A c t u a l  P r o d u c t i o n i

1, Z i a  F e r t i l i z e r  Company L i m i t e d ,  Annua l  B u d q e t s i
1983-84,  1984 -85 ,  1985 -86 ,  A s h u g o n j ,  B r a h m a n b a r i a ,

2, Z i a  F e r t i l i z e r  Company L i m i t e d ,  Annua l  R e p o r t s i 
1963-84 ,  1984 -85 ,  1985 -86 ,  A s h u g o n j ,  B r a h m a n b a r i a .

57, Z i a  F e r t i l i ^ P T '  Company L i m i t e d ,  Annua l  R e p o r t  1985-86  
(A s h u g o n j ) ,
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P r o d u c t i o n  c o s t  p l a y s  as  p o i n t e d  ou t  i n  some e a r l i e r  c h a p t e r  a 

d o m in a t in g  r o l d  i n  f i x i n g  s e l l i n g  p r i c e  and i t  s h o u l d  be r e g u l a t e d  

p r o p e r l y .  A c c o r d i n g l y  i t  has  been n i c e l y  p o i n t e d  o u t  by P r o f e s s o r  

P au l  t h a t  a l l  p r o d u c t i o n  c o s t s  move th ro ugh  t h e  a c c o u n t i n g  system  

i n  the form o f  i n v e n t o r i e s  and u l t i m a t e l y  become a p a r t  o f  t h e  c o s t  

o f  goods  m a n u f a c t u r e d  and s o l d .  He has  a l s o  s t a t e d  t h a t  the  amount  

o f  m a t e r i a l s ,  l a b o u r  and o v e r h e a d  p r o c e s s e d  t h r o u g h  th e  system v a r i e s  

s l i g h t l y  d e p e n d i n g  on w he t he r  s t a n d a r d  c o s t s  o r  a c t u a l  c o s t s  o f  p r o ­

d u c t i o n  a r e  u se d .  I f  t he  v i e w s  o f  P r o f e s s o r  P a u l  i s  b r o w s e d ,  one  

a s p e c t  a p p e a r s  to be v e r y  p r o m i n e n t  whi ch  i s  i n t e g r i t y  o f  a l l  e l e ­

ments  o f  c o s t s .  Her e  v i e w  o f  Mr.  Fuchs a p p e a r s  t o  be wo r th  m e n t i o ­

n i n g .  He i s  o f  o p i n i o n  t h a t  the  i n t e g r i t y  o f  a l l  c o s t  c o n t r o l  e l e ­

ments  t h r o u g h o u t  th e  p r o d u c t i o n  c y c l e  i s  d e p e n d e n t  upon a c c u r a t e  and

59r e l i a b l e  e n g i n e e r i n g  do c u m e n t a t i o n ,

Experts^*^ o f  the  Wo r l d  Bank have  a p t l y  r e p o r t e d  t h a t  c o s t  m i n i ­

m i z a t i o n  i s  one o f  many o b j e c t i v e s  t h a t  may be  c o n s i d e r e d  to be  

i m p o r t a n t  i n  the  de v e l o pm en t  o f  t he  f e r t i l i z e r  s e c t o r ,  E x p e r t s ^ ^  o f  

th€ A s l a n  Deve l opment  Bank have  a r g u e d  t h a t  th e  p r o d u c t i o n  c o s t  s t r u c ­

tu r e  o f  the  Ur ea  i n  the  C h i t t a g o n g  Urea  F e r t i l i z e r  F a c t o r y  i s  c a p i t a l  

i n t e n s i v e ;  c a p i t a l - r e l a t e d  c o s t  ( i . e .  d e p r e c i a t i o n  and i n t e r e s t  

ex p e n se )  w i l l  a c c o u n t  f o r  55 p e r  c e n t  o f  t h e  t o t a l  p r o d u c t i o n  c o s t ,

58. Luca s ,  D, P a u l ,  Accoun t inn  Desk Book f o r  M a n u f a c t u r i n g  C o m p a n i e s . 
( En g l e woo d  C l i f f i  P ren ti c e -Ha  11,  I n c . ,  19 79 ) ,  p . 52.

59. Fuchs ,  Jerome H, , Co m pu te r i z e d  C o s t  C o n t r o l  S y s t e m s . ( E n g l e w o o d  
C l i f f i  Pren t i  c e - H a l  1, I n c . ,  19 76 ) ,  p , 4 8 .

60.  (World Bank, A Programming  Apnroc»ch to F e r t i l i z e r  S e c t o r  P l a n n i n g .
( W a s h i n g t o n i  Wo r l d  Bank S t a f f  Wo rk ing  P a p e r  n o . 30 5, 197 8 ) ,  p . 7 ,

61. A s i a n  Devpl  -it Bank,  sa l  o f  t he  C h i t t a g o n g  Urea  F e r t i l i z e r
P r o j e c t  i op  1e* s R c o f  B a n g l a d e s h ,  vDh a k a i 198l ) , p . 52,

4 , 0  3 . 2  P R O D U C T I O N  C O S T
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P r o d u c t i o n  c o s t  o f  u r e a  by and l a r g e  c o n s i s t s  o f  c a p i t a l  s e r v i c i n g  

c o s t  ( d e p r e c i a t i o n ,  i n t e r e s t / r e t u r n  on i nv e s t m en  t ) ^ ^

P l a n n i n g  Commiss ion c o n s u l t a n t s ^ ^  who we re  co mm is s i on ed  to s tu dy  

the  c o s t  s t r u c t u r e  o f  the  f e r t i l i z e r  p l a n t s  and th e  s c o p e  o f  r e d u c i n g  

government  s u b s i d y  to the  f e r t i l i z e r  i n d u s t r y  i n  t h e  c o u n t r y  r e p o r t e d  

t h a t  80 f a r  the  c o s t  d o m e s t i c a l l y  p r o d u c e d  f e r t i l i z e r  was c o n c e r n e d ,  

i t  m i g h t  be r ed u c ed  by r a i s i n g  the  o p e r a t i o n a l  e f f i c i e n c y  o f  t he  

f e r t i l i z e r  p l a n t s  and the  c o s t  o f  p r o d u c t i o n  o f  l o c a l  TSP was t oo  much 

compared to the c o s t  o f  i m p o r t e d  TSP, They a l s o  a r g u e d  t h a t  t h e r e  i s  

s co pe  f o r  e f f e c t i n g  economies  i n  r e s p e c t  o f  l a b o u r  and a d m i n i s t r a t i v e  

c o s t  which i s  a r ound  89 p e r c e n t  o f  t h e  t o t a l  c o s t  o f  p r o d u c t i o n  and  

t h e s e  a r e  e v i d e n c e s  o f  e x t r a - v a g a n c e s  and a v o i d a b l e  w a s t a g e s .

One B a n g l a d e s h  a c ad e m ic i a n  has  a r g u e d  t h a t  t h e  s o c i a l i s t  a c c o u n ­

t i n g  system can h e l p  us  to r e o r g a n i s e  o u r  a c c o u n t i n g  s ys tem s p e c i a l l y

i n  n a t i o n a l i s e d  s e c t o r ,  to  u s e  i t  a s  a c o n t r o l  t o o l  f o r  a c h i e v i n g

6 4
e f f i c i e n t  p e r f o r m a n c e s  i n  t h i s  s e c t o r .  He d e s c r i b e d ,  i n  the  p l a n n e d  

economy the  a c c o u n t s  a r e  d i v i d e d  i n  11 g r o u p s  o f  whi ch  c o s t  o f  p r o d u c ­

t i on  i s  one* Th i s  g r oup  a c c o u n t s  f o r  a l l  e x p e n s e s  r e l a t i n g  t o  p r o d u c ­

t i on  i n c l u d i n g  d i r e c t  l a b o u r  and t r a n s f o r m e d  l a b o u r .  A l l  e x p e n s e s  o f  

p r o d u c t i o n  a r e  p l a n n e d  and t r e a t e d  a c c o r d i n g  to e l e m e n t s  o f  c o s t  

( m a i n l y  f o r  p l a n n i n g  p u r p o s e )  and a c c o r d i n g  to i t e m s  o f  c a l c u l a t i o n  

( f o r  c o n t r o l  p u r p o s e ) .  Re po r t s  on c o s t  o f  p r o d u c t i o n  s h o u l d  e x h i b i t

62.  Government  o f  t he  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  “ I n d u s t r i a l  
W o r k e r ' s  Wage and P r o d u c t i v i t y  Commiss ion ' * ,  1978,  p .  156.

63.  H a b i b u l l a h ,  M. , Ghosh,  S . N . ,  H e l a l u  zzaman, Quddus ,  M . A . ,
Chowdhury,  M,H.  , A Study o f  Government  Subs i dy  to F e r t l l i T i e r . 
( Dhaka i  P l a n n i n g  Commiss i on ,  Government  o f  t he  P e o p l e ’ s R e p u b l i c  
o f  B a n g l a d e s h ,  1980 ) ,  p . 8 5 .

64.  Shaha,  Sa ro j  Kumar', " A c c o u n t i n g  System in  P l a n n e d  Economy'*,
The Dhaka U n i v e r s i t y  S t u d i e s .  P a r t - C . (Dhaka t  19 87 ) ,  p . 29.
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the  a c t u a l  e x p en se s  show ing  the v a r i a n c e s  from the  s t a nd a r d/n o r m  as  

p e r  e l e m e n t s / i t e m s  o f  c o s t «  c o s t  o f  p r o d u c t i o n  o f  f i n i s h e d  go od s t  

new ly  d e v e l o p e d  go o d s ,  f u l f i l m e n t  o f  p l a n  f o r  m i n i m i z i n g  the  c o s t ,  

c o a t  p e r  one monetary  u n i t  v a l u e  o f  f i n i s h e d  p r o d u c t ,  l o s s  and was ­

t a g e  i n  p r o d u c t i o n  e t c .  A c c o u n t s  f o r  c o s t  o f  p r o d u c t i o n  a r e  k e p t  a s  

p e r  de pa r t me n t ,  d i v i s i o n s  and w o r k e r ' s  g r oup  i n  o r d e r  to c o n t r o l  

the p r o c e s s  o f  f u l f i l m e n t  o f  p l a n n e d  d u t y .

I n  t h i s  s tudy p e r i o d  o f  5 ( f i v e )  y e a r s  have  been t aken  f o r  a n a l y ­

s i s  i . e .  f o r  the  p e r i o d  from 1981-82  to 1985 -86 ,  The p r o d u c t i o n  c o s t  

o f  the  f e r t i l i z e r  may be shown b e l o w i

T a b l e  -  4 .07

1 F e r t i l i z e r s  j( Q u an t i t y  
i p r o d u c e d  

WT

I P r o d u c t i o n  
c o s t

1 C o s t  p e r  i 
i i 

MT I

A.  Urea

B. TSP

1 C. Ammonium S u l p h a t e  

1

2 9 ,9 4 , 5 4 9  

3 ,6 3 , 6 8 4  

54 ,513

Amount Lac Tk 

8 4 , 0 1 3 . 6 9

2 4 , 2 4 6 , 0 1

1 , 6 5 2 . 2 3

Taka j 

2 , 8 0 5 . 5 5  1

I
6 , 6 6 6 . 7 8  1

I
3,030  . 89 j 

\
1
J To ta l  1 
I

3 4 , 12 , 746 1 0 9 , 9 1 1 .9 3 3 , 2 2 0 . 6 3  }  
. . . .  . \
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Y e a r l y  t o t a l  p r o d u c t i o n  an-i , , t o d u c t l o n  c o s t  f o r  the  d i f f e r e n t  

f e r t i l i z e r  f a c t o r i e s  a r e  shown in  t a b l e s  4 . 08  and 4 ,09  r e s p e c t i v e l y .

T ab l e  -  4 . 0 6  

Y e a r l y  P r o d u c t i o n

( Qucint i tv in  MT)

J P a r t i  c u i a r s j 19B1-82 1 1982-33 ' 198 3 -84  jj 1984-35 1985-86 T o t a l  1

A.  U r ea *

NGfF

UFFL

ZFCL

0?,  542 

2ti2,863

8V , .66 

2 8 3 , y 44

8 8 ,0  44 

257,  164 

379,0  39

9 5 ,2 8 2

231 ,744

414,528

8 0 ,3 1 4  

306,690  

425 ,329

4,43, 348 

13,3 2,30 5 

12,18,896

345, 405 37 1,0 10 7 24, 247 741 ,  554 8 1 2 , 3 3 3 29,94,549

B. TSPi

TSPC

C .  Amii lium 
Sul ) . i at a i

NGFF

57,888  

11,566

68 ,60  3 

12, 282

8 1 ,243  

11,027

55,  192 

9 , 6  34

100,7 58 

10,004

3 ,63 ^8 4

5 4 ,5 13

T o ta l  1 
( A + B f C )

414 ,859 451 ,895 816,  517 806 ,380 9 2 3 , 0 9 5 34,  12,746

Sou r ce i  A u d i t  Repo r t  o f  d i f f e r e n t  F a c t o r i e s .
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4 ,04  CATEGORI SAHON INTO FIXED 
COST AND v a r i a b l e  COST

6 5
Matz  and Us ry  c a t e g o r i c a l l y  a r g u e s  t h a t  I t  i s  i n i p o s s l b l s  

to bu dg e t  and c o n t r o l  c o s t s  s u c c e s s f u l l y  w i t h o u t  r e g a r d  to t h e i r  

t endency  to be f i x e d  o r  v a r i a b l e }  t he  d i v i s i o n  i s  a n e c e s s a r y  

p r e r e q u i s i t e  to  s u c c e s s f u l  b u d g e t i n g  and i n t e l l i g e n t  c o s t  p l a n n i n g  

and a n a l y s i s .  A c c o r d i n g  to Ba cke r  and J a c o b s e n , " a  k n o w l e d g e  o f  

the v a r i a b i l i t y  o f  c o s t s  i s  e s s e n t i a l  n o t  o n l y  to c o s t  a c c o u n t a n t s ,  

but  to a l l  b u s i n e s s  e x e c u t i v e s ,  i t  i s  o f  t he  e s s e n c e  i n  p r o f i t  

p l a n n i n g ,  c o s t  c o n t r o l  a^d d e c i s i o n  m a k i n g " .

From the  s t a n d p o i n t  o f  a c c o u n t i n g  and c o n t r o l  o v e r h e a d  

ex p en se s  may be c l a s s i f i e d  unde r  f o u r  h e a d s j

a )  F i x e d  Ove rh ead ,

b)  S e m i - F i x e d  O ve r h ead ,

c)  V a r i a b l e  O ve rh ea d ,  and

d )  Semi - V a r i  a b l  e Ove rh ead .

A c c o r d i n g  to J . J . W .  N e u n e r , ^ ^  most  f i x e d  i t e m s  a r e  b a s ed  upon  

the t ime e l em en t ,  such a s  week,  month,  o r  y e a r ,  n o t  on th e  q u a n t i t y  

o f  p r o d u c t i o n .  Hence,  the  p e r  u n i t  c o s t  o f  f i x e d  o v e r h e a d  c o s t s  

w i l l  v a r y  i n v e r s e l y  w i th  the  vo lume  p r o d u c e d ,  w h e r e a s  v a r i a b l e  o v e r ­

head c o s t s  a r e  t h o s e  which tend to f l u c t u a t e  i n  d i r e c t  p r o p o r t i o n  

to the  vo lume o f  p r o d u c t i o n ,

65,  Ma tz ,  A d o l p h ,  and U s r y ,  M, F, , C o s t  A c c o u n t i n g . ( O h i o i  Sou t h ­
Wes t e rn  P u b l i s h i n g  C o , ,  19 82 ) ,  p . 48,

66,  Backe r ,  Mo r ton ,  and J a c o b s e n ,  L, E, , C o s t  A c c o u n t i n g . (New Yo rk t  
M c G r a w - H i l l  Book Company,  1964 , pp .  1 3 -1 4 ,

67,  Ne u n e r ,  John J , W . ,  C o s t  A cco i ( I l l i n o l s i  R i c h a r d  D, I r w i n ,
I n c . ,  1952 ) ,  p . 26. ^
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S ince  f i x e d  c o s t  r ema ins  f i x e d  i n  t o t a l »  t he  i n c i d e n c e  o f  f i x e d  

o v e r h e a d  on u n i t  c o s t  d e c r e a s e s  vd th the  i n c r e a s e  i n  t h e  vo lume o f  

p r o d u c t i o n  and v i c e  v e r s a  b u t  v a r i a b l e  c o s t s  a r e  e x p e c t e d  to v a r y  

d i r e c t l y  w i t h  the vo lume,  i t  f o l l o w s  t h a t  u n i t  v a r i a b l e  c o s t  i s  

l i k e l y  to be c o n s t a n t  a t  a l l  l e v e l s  w h i l e  t o t a l  v a r i a b l e  c o s t  w i l l  

tend to  v a r y  d i r e c t l y  w i t h  the  vo lume.

F i xe d  e xp en se s  a r e  thus  p e r i o d  c o s t s  r e p r e s e n t i n g  a c o n s t a n t  

amount o f  e x p e n d i t u r e  d u r i n g  a p a r t i c u l a r  p e r i o d  and t hus  c a l l e d  a s  

shutdown o r  s t and  by c o s t s .  F i x e d  c o s t  f a l l s  u n d e r  the  c a t e g o r y  on 

n o n - c o n t r o l l a b l e  c o s t  from th e  management  c o n t r o l  p o i n t  o f  v i e w  a s  

t h e r e  i s  p r a c t i c a l l y  no s cope  o f  r e d u c t i o n  o f  t h e  amount o f  e x p e n d i ­

t u r e  by the  a c t i o n  o f  any e x e c u t i v e  once  c e r t a i n  f a c i l i t i e s  a r e  i n s ­

t a l l e d .  However ,  i t  i s  d e s i r a b l e  to  have  m os t  e f f e c t i v e  u t i l i s a t i o n  

o f  p l a n t  c a p a c i t y  i n  o r d e r  to r e d u c e  th e  f i x e d  c o s t  p e r  u n i t  to th e  

minimum.

Fi xed ex p en se s  a r e  i n c u r r e d  by management  d e c i s i o n s  and  a s  such  

can be c o n t r o l l e d  by th e  top management w h i l e  t h e  v a r i a b l e  e x p e n s e s  

can be c o n t r o l l e d  by the  l o w e r  l e v e l s  o f  management .  By s e g r e g a t i n g  

t h e s e ,  the  l o w e r  l e v e l s  o f  management  w i l l  know th e  t y p e s  o f  e x p e n d i ­

t u r e  which i s  w i t h i n  t h e i r  c o n t r o l .

In s h o r t ,  c l a s s i f i c a t i o n  o f  a l l  e x p e n s e s  i n t o  f i x e d  and v a r i a ­

b l e  i s  h i g h l y  h e l p f u l  to the  management  f o r  th e  e f f i c i e n t  r u n n i n g  

o f  the f a c t o r y .  I t  i s  n o t  o n l y  h e l p f u l  f o r  c o s t  f i n d i n g  b u t  a l s o  

f o r  c o s t  c o n t r o l  and m a n a g e r i a l  d e c i s i o n - m a k i n g .

17 3
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In t h i s  s tu dy  a l l  c o a t s  may be p l a c e d  i n  one o f  t h e s e  two 

c l a s s i f i c a t i o n s ,  v i z .

( i  ) F i x e d  c o s t ,

( i i )  V a r i a b l e  c o s t .

The t a b l e  ( Tab l  e~4.  10) shows t h a t  f i x e d  c o s t  and v a r i a b l e  c o s t  

p e r  MT i s  i n c r e a s i n g  w i t h  the  change  o f  t ime f o r  a l l  t h e  p r o d u c t s  

e . g .  U r ea ,  ISP and Ammoniurn S u l p h a t e  f e r t i l i z e r .

The i n c r e a s e  i n  f i x e d  c o s t  d u r i n g  1984*85 was m a i n l y  on the  

a c co u n t  o f  d e p r e c i a t i o n ,  wages  and s a l a r i e s  due to enhancement  o f  

DA, house  c e i l i n g ,  payment  o f  a r e a r s ,  f i x e d  e l e c t r i c i t y  e x p e n s e s  

due to enhancement  o f  e l e c t r i c i t y  du t y  o f  s e l f  g e n e r a t i o n ,  f i x e d

ov e r he ad  e x p e n s e s  due to o v e r - h a u l i n g  work ex e c u t e d  i n  d i f f e r e n t

68e n t e r p r i  s e s .

V a r i a b l e  c o s t  i s  v a r y i n g  w i t h  t h e  p r o d u c t i o n  u n i t  and he nce  

t h e r e  i s  no s cope  o f  r e d u c i n g  v a r i a b l e  c o s t .  Though t h e r e  i s  no  

s cope  o f  r e d u c i n g  f i x e d  c o s t  b u t  i f  we can i n c r e a s e  p r o d u c t i o n  u n i t  

then p e r  u n i t  f i x e d  c o s t  w i l l  a u t o m a t i c a l l y  come down.

17 4

c o s t  
l e

s e l e c t e d  f e r t i l i z e r  f a c t o r i e s  a r e  shown s e p a r a t e l y ,  such a s t

To ta l  p r o d u c t i o n  c o s t  c o m p r i s i n g  f i x e d  c o s t  and v a r i a b l e ^ f o r  the

1, N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d .

a .  Ur ea  i A p p e n d i x - 4 , 0 6

b. Ammonium S u lp h a t e s  A p p e n d i x - 4 . 0 7

2* Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d .  A p p e n d i x - 4 , 0 8

3. T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d .  A p p e n d i x - 4 , 0 9

4. Zi a,  F e r t i  l i  z e r  Company L i m i t e d .  A p p e n d i x - 4 , 1 0 .

68.  B an g l ad e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "An nua l  R e p o r t  
198 4 - 8 5 * . Dhaka,  p ,  14,
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T a b l e  -  4.  IQ

P r o d u c t i o n  Co s t

S ta tement  showing  C a t e g o r i s a t i o n  i n t o  
F ixe d  Co s t  and V a r i a b l e  Co s t

( C o s t  p e r  MT in  Taka)

1 P a r t i c u l a r s 1 19 81 -  
82

' 19 8 2 -  ] 
83

! 19 8 3 -  I 
84

1 1 9 8 4 -  ! 
85

1 19 8 5 -  
86

A v e r a g e  | 

\

A .  U r e a l

NGF F  1 FC 

VC

9 3 5 .  15 

1,  37 2 . 5 8

1,  1 9 4 . 2 3  

1,  3 8 2 . 7 5

1 , 4 0  3.  19 

1 , 2 3 3 . 3 9

1 , 4 1 4 . 7 1

1 , 6 9 2 . 6 8

2 , 4 6 6 . 9 8

1 , 8 8 7 . 9 6

1 , 4 8 2 . 8 5

1 , 5 1 3 . 8 7

T o t a l  1 2 , 307 .  73 2 ,  5 7 6 . 9 8 2 , 6 3 6 .  58 3 , 1 0 7 . 3 9 4 , 3 5 4 . 9 4 2 , 9 9 6 . 7 2

UF F L  1 FC 

VC

5 4 6 . 3 7  

1,  2 6 3 . 0 0

4 0 1 . 4 1  

1,  1 9 7 . 6 5

5 3 9 . 7 6

1 , 2 1 9 . 6 9

7 8 8 . 0 8  

1,  5 7 4 . 8 5

8 4 0 ,  22 

1 , 3 6 0 . 9 6

6 2 3 .  17 

1 , 3 2 3 . 2 3

To t a 1 1 1 , 8 0 9 . 3 7 1 , 5 9 9 . 0 6 1 , 7 5 9 . 4 5 2 , 3 6 2 . 9 3 2 , 2 0  1.  18 1 , 9 4 6 . 4 0

Z FCL  I FC 

VC

- - 2 , 8 4 8 . 1 5  

8 4 1 . 6 9

2 , 3 7  4 .  26 

9 2 6 . 8 4

2 , 8 9 0 . 5 3  

1,  1 8 0 . 8 3

2 , 7 0 4 . 3 1

9 8 3 . 1 2

T o t a l : - - 3 , 6 8 9 . 8 4 3,  3 0 1 .  10 4 , 0 7 1 . 3 6 3 , 6 8 7 . 4 3

B.  T 5P^

TSPC 1 FC 

VC

7 9 0 . 4 9

5 , 5 0 1 , 8 3

1 , 0 6 9 . 6 6

5 , 2 1 1 . 4 9

9 6 0 . 6 8  

5 , 2 4 2 .  59

1 , 7 5 3 . 9 7  

5 , 1 3 4 . 2 6

1 , 3 7 9 . 0 6

6 , 0 1 7 . 8 5

1 , 1 9 0 . 7 7  

5 , 4 2 1 . 6 1

T o t a l ! 6 , 29 2 .  32 6 , 2 8 1 .  15 6 , 2 0  3 . 2 7 6 , 8 8 8 . 2 3 7 , 3 9 6 . 9 1 6 , 6 1 2 . 3 8

C .  Ammonium 
S u l o h a t e i

N GF F  1 FC

VC

6 1 2 . 0 5

2 , 0 7 2 . 3 7

48 5 . 9  2 

2 ,  1 6 1 . 7 8

5 8 6 . 5 6

2 , 0 0 4 . 9 9

8 6 3 . 0 9

2 , 3 0 7 . 0 4

1 , 1 4 0 . 1 4  

3 ,  1 1 1 . 9 6

7 3 7 . 5 5  

2 ,  3 3 1 . 6 3

T o t a l  1 2 , 6 8 4 . 4 2 2 , 6 4 7 . 7 0 2 , 5 9 1 . 5 5 3 , 1 7 0 . 1 3 4 , 2 5 2 .  10 3 , 0 6 9 . 1 8

N ot e t  FC = F i x e d  Co s t
VC *  V a r i a b l e  Co s t

R e f e r e n c e i  P r e p a r e d  by the  R e s e a r c h e r  t h r o u g h  t h e  A u d i t  R e p o r t s .
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When c o s t  f i g u r e s  a r e  u sed  to m ea su r e  e f f i c i e n c y  o f  o p e r a ­

t i o n s *  the  q u e s t i o n  o f  c o s t  c o n t r o l l a b i l i t y  o f t e n  a r i s e s .  Unde r  

t h i s ,  c o s t s  a r e  c l a s s i f i e d  a c c o r d i n g  to  w h e t h e r  o r  n o t  they  a r e  

i n f l u e n c e d  by the a c t i o n s  o f  a g i v e n  number  o f  t h e  u n d e r t a k i n g .  

On t h i s  b a s i s  c o s t  i s  c l a s s i f i e d  i n t o *

( a )  C o n t r o l l a b l e  c o s t s ,

( b )  U n c o n t r o l l a b l e  c o s t s .

The d i s t i n c t i o n  between c o n t r o l l a b l e  and noncon t r o l  l a b l e  

c o s t  s h o u l d  be made q u i t e  c l e a r l y  on th e  p e r f o r m a n c e  r e p o r t .  

Depa r tm en ta l  c o s t  r e p o r t s  sho u l d  be d e s i g n e d  to emphasi  ze t h «  

i t em s  t h a t  a r e  s u b j e c t  to c o n t r o l  by t h e  d e p a r t m e n t  m a n a g e r s .  I t  

i s  t r u e  t h a t  many compani es  f o l l o w  the  p r a c t i c e  o f  sho w in g  a 

p o r t i o n  o f  n o n c o n t r o l l a b l e  c o s t  on each  d e p a r t m e n t ' s  o p e r a t i n g  

r e p o r t .  L a r g e  n o n c o n t r o l l a b l e  v a r i a n c e s  t end  to o b s c u r e  t h e  

e f f e c t i v e n e s s  o f  the  de p a r t m e n t  manager  i n  c o s t  c o n t r o l .

Numerous  f a c t o r s  beyond t h e  c o n t r o l  o f  t h e  e x e c u t i v e  whose  

r e s u l t s  a r e  j u d g e d  by the  c o s t  f i g u r e s  a f f e c t  t h e  c o s t  f i g u r e s  

o f  h i s  d e pa r t m en t .  For  e xam p l e ,  t h e  f o r eman can n o t  c o n t r o l  t h e  

p r i c e s  o f  t h e  m a t e r i a l s  u s ed  i n  h i s  d e p a r t m e n t  a l t h o u g h  he can 

c o n t r o l  t h e  q u a n t i t y  consumed t h r o ug h  more  c a r e f u l  s u p e r v i s i o n  

and I n s p e c t i o n  and thus  a v o i d  e r r o r s  and w a s t e s  on t h e  p a r t  o f  

h i s  workmen.

176

4 , 0  5 CON T R O L L A B I L l  T y  O F  C O S T
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C. T, Ho rng ren^^  d e f i n e s ,  c o n t r o i l a b l e  c o s t s  a r e  t h o s e  t h a t  a r e  

d e f i n i t e l y  i n f l u e n c e d  by a g i v e n  manage r  w i t h i n  a g i v e n  t ime span .

A c c o r d i n g  to Gordon Shi 1 l i n g l a w , ^ ^  c o n t r o l l a b i l i t y  r e q u i r e s  a 

s p e c i f i c a t i o n  o f  t he  t ime  span and the c o n t r o l  u n i t .  A l l  c o s t s  a r e  

c o n t r o l l a b l e  i n  some d e g r e e  a t  some t ime by some one .  C o s t s  t h a t  

a r e  n o t  c o n t r o l l a b l e  a t  one  l e v e l  may be c o n t r o l l a b l e  a t  the  n e x t .  

G e n e r a l l y  s p e a k i n g ,  a l l  d i r e c t  c o s t s  I n c l u d i n g  d i r e c t  m a t e r i a l ,  

d i r e c t  l a b o u r  and some o f  t h e  o v e r h e a d  e x p e n s e s  a r e  c o n t r o l l a b l e  by 

l o w e r  l e v e l  o f  management.  On the  o t h e r  hand,  most  o f  the  f i x e d  

c o s t s  a r e  u n c o n t r o l l a b l e .  The d i s t i n c t i o n  between c o n t r o l l a b l e  and  

u n c o n t r o l l a b l e  i s  s omet imes  l e f t  to i n d i v i d u a l  j u d g e m e n t  and i s  n o t  

s h a r p l y  m a i n t a i n e d .  I t  i s  o n l y  i n  r e l a t i o n  to a p a r t i c u l a r  l e v e l  

o f  management o r  an i n d i v i d u a l  manage r  t h a t  we may say w h e t h e r  a 

c o s t  i s  c o n t r o l l a b l e  o r  u n c o n t r o l l a b l e .  A p a r t i c u l a r  i t em  o f  c o s t  

which may be c o n t r o l l a b l e  from t h e  p o i n t  o f  v i e w  o f  one l e v e l  o f  

management,  may be u n c o n t r o l l a b l e  from a n o t h e r  p o i n t  o f  v i e w .  Mo re ­

ove r *  t h e r e  may be an i t em  o f  c o s t  wh i ch  i s  c o n t r o l l a b l e  f rom l o ng  

term p o i n t  o f  v i ew  and u n c o n t r o l l a b l e  f rom s h o r t  term p o i n t  o f  v i e w .

For  a f f e c t i v e  c o s t  c o n t r o l  and c o s t  r e d u c t i o n ,  i t  i s  n e c e s s a r y  

to d e t e r m in e  whi ch c o s t s  a r e  c o n t r o l l a b l e  and which a r e  u n c o n t r o ­

l l a b l e ,  to what  e x t e n t  each o f  the  c o n t r o l l a b l e  c o s t s  i e  c o n t r o l l a b l e  

and by whom i t  i s  c o n t r o l l a b l e .

69.  H o r ng r e n ,  C h a r l e s  T. , C o s t  A c c o u n t i n g . ( E n g l e w o o d  C l i f f s *  
P r i n t i  c e - H a l l ,  I n c . ,  19 83 ) ,  p . 147,

70* S h i l l i n g l a w ,  Go rdon ,  C o s t  A c c o u n t i n g . ( I l l i n o i s !  R i c h a r d  D, 
I r w i n ,  I n c . ,  1961 ) ,  p .  105.
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4 .06  CATEGORI SAnON INTO MATERIAL COST.
LABOUR COST AND OVERHEAD COST

G, Shi 1 l ing law"^   ̂ e x p l a i n  t h a t  th e  m u l t i p u r p o s e  n a t u r e  o f

a c c o u n t i n g  da t a  g i v e s  r i s e  to a m u l t i p l i c i t y  o f  c o a t  c l a s s i f i c a t i o n s .

7 2A c c o r d i n g  to O w l e r  and Brown,  “I f  management  i s  to  be  p r o v i d e d  

wi th  the  da t a  r e q u i r e d  f o r  c o a t  c o n t r o l  i t  i s  n e c e s s a r y  to a n a l y s e
7 3

and c l a s s i f y  co s ts ' * .  A c c o r d i n g  to J . J ,  W, N e u n e r ,  t he  c o s t  o f  

m a n u f a c t u r i n g  a u n i t  o r  a g roup  o f  u n i t s  o f  any p r o d u c t  i s  made up 

o f  t h r e e  e l em en t s i  D i r e c t  M a t e r i a l s ,  D i r e c t  L a b ou r  and M a n u f a c t u ­

r i n g  O ve r h ea d ,  The I n s t i t u t e  o f  C o s t  and Works  A c c o u n t a n t s  o f  

Eng l and  d e f i n e s ,  ' E l e m e n t s  o f  C o s t s '  a s  " t h e  p r i m a r y  c l a s s i f i c a ­

t i on  o f  c o s t s  a c c o r d i n g  to the  f a c t o r s  upon whi ch  e x p e n d i t u r e  i s

i n c u r r e d ,  v i z .  M a t e r i a l  c o s t .  Wages  ( L a b o u r  C o s t )  and E x p e n s e s " ,

S t r i c t l y  s p e a k i n g ,  t he  e l em en t s  o f  c o s t  a r e  t h r e e  i . e . ,  M a t e r i a l s ,  

Labou r  and o t h e r  E xp en se s ,  M a n u f a c t u r i n g  c o s t s  a r e  composed o f  

t h r e e  m a j o r  e l e m e n t s !

1, Pi r e c t  M a te r l  a l  a t D i r e c t  m a t e r i a l s  a r e  m a t e r i a l s  t h a t

go i n t o  the  f i n i s h e d  p r o d u c t  and whi ch may be c o n v e n i e n t l y  

a s s i g n e d  to s p e c i f i c  p h y s i c a l  u n i t s .

2. Pi r e c t  La bou r i D i r e c t  l a b o u r  i s  t h a t  p o r t i o n  o f  l a b o u r  

d i r e c t l y  r e l a t e d  o r  e x p e d i e n t l y  i d e n t i f i e d  to s p e c i f i c  

p r o d u c t s .

7 1, S h i l l i n g l a w ,  Gordon ,  C o a t  A c c o u n t i n g . ( I l l i n o i s !  R i c h a r d  D,
I r w i n ,  I n c . ,  1961 ) ,  p , 106 ,

72 ,  O w l e r ,  L . W . J , ,  and Brown,  J . L . ,  W h e l d o n ' s  C o s t  A c c o u n t i n g .
( London i  Macdona ld  & Evans L t d , ,

7 3, Ne u n e r ,  John J . W , ,  C o s t  A c c o u n t i n g . ( I l l i n o i s *  R i c h a r d  D,
I r w i n ,  I n c . ,  19 52 ) ,  p , 5 *

74 ,  C e c i l ,  G i l l e s p i e ,  C o s t  A c c o u n t i n g  and C o n t r o l . Eng l ewood  
C l i f f s ,  New J e r s e y ,  1957, p , 8 6 .
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3. F a c t o ry  O v e r h e a d i F a c t o ry  o v e r h e a d  i s  c o m pr i s e d  o f  a l l  

f a c t o r y  c o s t s  e x c l u s i v e  o f  d i r e c t  m a t e r i a l  and d i r e c t  

l a b o u r .  For  e xamp l e ,  i n d i r e c t  m a t e r i a l ,  i n d i r e c t  l a b o u r ,  

s u p p l i e s ,  heat ,  l i g h t ,  e t c .  a r e  i n c l u d e d  i n  t h i s  e l e m e n t  

o f  m a n u f a c t u r i n g  c o s t s .

The B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n  p r e s e n t l y  

g r o u p i n g  m a n u f a c t u r i n g  c o s t  a s  m a t e r i a l  c o s t  and c o n v e r s i o n  c o s t .  

C on ve r s i on  c o s t  d e f i n e d  by d i f f e r e n t  w r i t e r s  from the  d i f f e r e n t  

a n g l e s  bu t  the  s u b j e c t  m a t t e r  i s  the  same. As d e f i n e d  by Bac ke r  

and J a c o b s e n , " T h e  c o m b i na t i o n  o f  d i r e c t  l a b o u r  and f a c t o r y  o v e r ­

head i s  known a s  c o n v e r s i o n  c o s t ,  o r  p r o c e s s i n g  c o s t ,  b e c a u s e  t h o se  

a r e  the c o s t  o f  c o n v e r t i n g  o r  p r o c e s s i n g  raw m a t e r i a l s  i n t o  f i n i s h e d  

p r o d u c t s " .  In  f i n e ,  t he  r e s e a r c h e r  d e f i n e s .  C o n v e r s i o n  c o s t  i s  t he  

c o s t  o f  c o n v e r t i n g  raw m a t e r i a l  to  the  f i n i s h e d  s t a t e ,  o r  the  c o s t  

o f  c o n v e r t i n g  a m a t e r i a l  f rom one p r o d u c t i o n  s t a g e  to a n o t h e r  whi ch  

i n c l u d e s  d i r e c t  wag e s ,  d i r e c t  e x p e n s e s  and a p p l i e d  f a c t o r y  o v e r h e a d s

The t h i r d  e l ement  o f  p r o d u c t i o n  c o s t  i s  o v e r h e a d  e x p e n d i t u r e .  

B o a rd l y  s p e a k i n g ,  o v e r h e a d  e x p e n d i t u r e s  a r e  o f  two t y p e s *

( i )  M a n u f a c t u r i n g  O v e r h ea d ,  and

( i i )  N o n - m a n u f a c t u r i n g  o v e r h e a d .

G e n e r a l l y  m a n u f a c t u r i n g  o v e r i i , ^ a d  i s  c h a r g e d  t o  t h e  m a n u f a c t u r i n g  

a c c o u n t  and n o n - m a n u f a c t u r i n g  o v e r h e a d  ( a d m i n i s t r a t i v e ,  s e l l i n g  a n d  

d i s t r i b u t i o n  o v e r h e a d  e x p e n s e )  i s  c h a r g e d  t o  t h e  p r o f i t  a n d  l o s t  

a c c o u n t .

75.  Backe r ,  Mo r ton ,  and J a c o b s e n ,  L.  E, , C o s t  A c c o u n t i n g . (New Y o r k i
M c G r a w - H i l l  Book Company, 19 64 ) ,  p .  5*
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No b u s i n e s s  e n t e r p r i s e  i s  f r e e  o f  p r o b l e m s  i n  c o n t r o l  o f  o v e r ­

head c o s t s  and the  a p p l i c a t i o n  o f  o v e r h e a d  to t h e  p r o d u c t , T h e r e -  

f o r e »  management shou l d  t ak e  g r e a t  c a r e  r e g a r d i n g  the  c o n t r o l  o f  

t h i s  e l ement  o f  c o s t .  Ove rhead  c o s t  c o n t r o l  i n v o l v e s i

( i ) B u d g e t i n g ,  c l a s s i f i c a t i o n  and c o l l e c t i o n  o f  o v e r h e a d ,

( i i )  D i s t r i b u t i o n  o f  o v e r h e a d  to p r o d u c t i o n  and s e r v i c e  

depa r tment s^

( i i i )  A b s o r p t i o n  o f  o v e r h e a d  by p r o d u c t i o n  u n i t s ,  and  

( i v )  A n a l y s i s  o v e r - o r  u n d e r - r e c o v e r y  o f  o v e r h e a d s .

The e l e m e n t w i s e  p r o d u c t i o n  c o s t  i , e ,  m a t e r i a l  c o s t ,  l a b o u r  c o s t ,  

o ve rh ea d  may be p r e s e n t e d  i n  T a b l e - 4 , 1 1 ,

4,07 COST b r e a k - up

P r o d u c t i o n  c o s t s  a r e  now c l a s s i f i e d  by the r e s e a r c h e r  i n t o  

e l even  c a t e g o r i e s  f o r  b e t t e r  compa r i s on  and a n a l y s i s  and p r e s e n t e d  

the Same i n  p e r c e n t a g e  b a s i s  ( T a b l e - 4 , 1 2 ) ,

76,  Thomas, S. Dud i ck ,  C o s t  C o n t r o l  f o r  I n d u s t r i e s , P r e n t i c e -  
H a l l  I n c . ,  Eng l ewood  C l i f f s ,  N . J . ,  1962,  p . 25,
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■Table -  ,4tU

s t a t em en t  showing  C a t e g o r i z a t i o n  i n t o  M a t e r i a l  
C o s t ,  L a b o u r  C o s t  and Ov e r h ea d  C o s t ,

181

1 P a r t i  c u l a r s  ̂ 1981-  
82

‘ 1982-  ] 
83

; 198 3-  1 
84

‘ 1984-  
85

198 5 -  
86

f
j A ve r ag e  J

I
< A.  U r ea l  

i NGFF 1 MC 

} LC 

{ OH

1 » 197.98  

299.  20 

81 0 . 55

1 , 2 1 9 . 2 3  

317 .42  

1 ,040 .  33

1 ,006 .  19 

46 3 . 43  

1, 166.96

1 ,4 0 8 . 1 4  

452 . 92  

1 , 2 4 6 . 3 3

1 , 4 4 6 . 4 2  

8 3 3 . 3 3  

2 , 0 7 5 .  19

t

1 ,2 55 .  59 

47 3 .26  

1 ,2 67 . 87

|[ T o t a l i 2 , 3 0 7 . 7 3 2 ,5 7 6 . 9 8 2 ,6 3 6 . 5 8 3, 107. 39 4 , 3 5 4 . 9 4 2 , 9 9 6 . 7 2  j

1 UFFL 1 MC 

j LC 

{ OH

915.  17 

96 .  12 

798 .08

851 . 85
89 .2 4

657.97

8 9 9 . 2 3
146.45
713 .77

1 , 2 6 5 . 6 1  

163 .03  

9 34 .29

1 , 0 1 0 . 2 1  

20 3.  18 

987 .79

9 8 8 . 4 2  J 
139.60  i  

81 8 . 38  1

{ T o t a l i 1 , 809 .37 1, 599.06 1 , 7 5 9 . 4 5 2,  362 .93 2 ,2 0 1 .  18 1 , 9 4 6 . 4 0  j

j ZFCL ( MC 

{
j OH mm

••

7 6 8 . 4 5

81 .3 1

2 , 8 4 0 . 0 8

847 .00

8 3 .6 3

2 , 3 7 0 . 4 7

1 , 0 3 3 .  39 

126.25  

2 , 9 1 1 . 7 2

\
8 8 2 . 9 5

9 7 .0 6

2 , 7 0 7 . 4 2

i T o t a l * mm - 3 ,6 8 9 . 8 4 3 ,3 0 1 .  10 4 , 0 7 1 . 3 6 3 , 6 8 7 . 4 3

\ B. Tgp,

[ TSPC* MC 

i  LC 

j OH

4 , 8 2 4 . 0 5  

264.79  

1,20 3 .48

4 ,6 5 4 .  30 

238.31  

1 ,388 .  54

4 , 5 5 0 . 2 5

342 .54

1 ,3 1 0 . 48

4 , 4 2 2 .  35 

47 3. 24 

1 ,9 9 2 . 6 4

5 , 3 5 9 . 4 3

431 .70

1 ,6 0 5 . 7 8

4 , 7 6 2 . 0 8  } 
350.  12 1 

1 ,500 .  18

{ T o t a l ! 6 ,29 2. 32 6 ,2 8 1 .  15 6,  20 3. 27 6 , 8 8 8 . 2 3 7 , 39 6 .9 1 6 , 6 1 2 . 3 8

I C. Ammonium Su lo r ( i te i

2 , 0 2 1 . 0 1  

137.11  

489 .58

1 ,865 .  33 

213 .20  

513 .02

2 ,0 9 5 .  50 

29 5 .00  

7 7 9 . 6 3

2 , 9 2 1 . 3 3

4 0 8 . 9 4

9 2 1 . 8 3

\

2 , 1 3 8 . 9 6  

240 . 49 

6 8 9 . 7 3

} NGFF 1 MC

1 LC

! OH 
1 •

1 , 7 9 1 . 6 3  

148.19  

744 .60

[ T o t a l * 2 , 6 8 4 . 4 2 2 , 6 4 7 . 7 0 2 , 5 9 1 . 5 5 3 ,1 7 0 . 1 3 4 , 2 5 2 .  10 3 , 0 6 9 . 1 8

No tes$  MC = M a t e r i a l  Cost|  LC = L a b o u r  C o s t ;  OH = O ve r h ea d  C o s t ,  

R e f e r e n c e *  P r e p a r e d  by the  R e s e a r c h e r  t h r o u g h  th e  A u d i t  R e p o r t .
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F e r t i l i z e r  I n d u s t r y  i n  B a n g l a d e s h

S ta t ement  o f  a v e r a g e  y e a r l y  p r o d u c t i o n  
c o s t  p e r c e n t a g e

( 1 9 8 1 - 8 2  to 1985 -86 )

T a b l e  -  4.  12

In P e r c e n t a g e )

1 Cost  o f U rea TSP Ammo. ( 
S u l .  j1 r r o  a u c t i o n

NGFF UFFL I ZFCL A v e r a g e TSPC NGFF {

1 U a t e  r i a l  c o s t 43.  18 50 .68 23 .96 39 .34 72 .  15
f

69 .97  }

1 Labou r  c o s t 15 ,32 7 .07 2 .61 8.  33 5 .2 5 7 .5 7  \

I Power  & Fue l 1.51 7 .  36 0 .  13 3 .00 5 .37
%

1.08 }

1 S t o r e s *  s p a r e s  and 
i a c c e s s o r i e s

5 .51 6 . 5 3 1.86 4 . 6 3 3 .6 1
\

5 .5 8  I 
i

1 Facto ry  o v e r h e a d 2 .7  2 5 .0 5 3 .89 3.89 1.88 4 . 21  ii
1 Admini  s t r a t i  ve
2 ove rhead 3. 31 1.76 0 .9 7 2 .01 2. 13

\

3 .06  1 
1

1 S e l l i n g  & D i s t r i b u -  
{ t i on  o v e r he ad 0 . 2 8 2 .5 3  « ' 0 .  10 0 .9 7 0 .0 7

1
\

0 . 3 9  J
I

1 I n s u r a n c e 0 .  14 0 .  10 0 .9 8 0 . 4 1 0 . 2 1
I

0 . 0 3  { 
f

1 D e p r e c i a t i o n 14.98 14 .45 38.69 22 .71 4.  34 5 .20  j

J I n t e r e s t  & f i n  
1 c h a r g e s . 11 .25 2 .05 25.88 13.06 4 .68

I
1.56 j

{ Head Of  f i  ce  Overhead 1.80 2 .22 0 . 9 3 1 .65 0 . 3 1
1

1 .35  j

I
i Tot a l  P r o d u c t i o n  

i
100 100 100 100 100 100 i  

{

R e f e r e n c e i  P r e p a r e d by the  

j

R e s e a r c h e r t h r o ug h  Aud i  t: R e p o r t s .
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Cost  o f  p r o d u c t i o n  o f  d i f f e r e n t  k i n d s  o f  f e r t i l i z e r s  vi  z. i 

Urea ,  TSP, and Ammonium S u l p h a t e  can a l s o  be r e p r e s e n t e d  s e p a r a t e l y  

by the P i e - c h a r t  to make the  c o s t  break up r e a d i l y  c o m p a r a b l e .  Such 

ast

( a )  U r e a i P i e - c h a r t  showing  d i f f e r e n t  c a t e g o r i e s  o f  

y e a r l y  a v e r a g e  p r o d u c t i o n  c o s t *  ( C h a r t  4 , 0 3 )

( b )  TSPI P i e - c h a r t  showing  d i f f e r e n t  c a t e g o r i e s  o f  

y e a r l y  a v e r a g e  p r o d u c t i o n  c o s t .  ( C h a r t  4 . 0 4 )

( c )  Ammonium S u l p h a t e * P i e - c h a r t  show ing  d i f f e r e n t

c a t e g o r i e s  o f  y e a r l y  a v e r a g e  p r o d u c t i o n  c o s t ,

( C h a r t  4 . 0 5 ) .

L e t  u s  d i s c u s s  d i f f e r e n t  c a t e g o r i e s  o f  p r o d u c t i o n  c o s t  

s e p a r a t e l y .

4 . 0 7 .0 1  m a t e r i a l  COST

The f i r s t  and the  most  i m p o r t a n t  e l e m e n t  o f  c o s t  i s  t h e  d i r e c t

77
m a t e r i a l .  As  p e r  Ba cke r  and J a c o b s e n ,  m a t e r i a l s  whi ch  a c t u a l l y  

form a p a ^ t  o f  t he  f i n i s h e d  p r o d u c t  a r e  known a s  d i r e c t  m a t e r i a l s .

In  most  m a n u f a c t u r i n g  u n i t s »  the  c o s t  o f  raw m a t e r i a l s  r e p r e s e n t s  

h i g h  p r o p o r t i o n  o f  the t o t a l  c o s t  o f  p r o d u c t i o n .  M a t e r i a l s *  a s  f o r  

i n s t a n c e ,  a c c o u n t  f o r  a s  much as  56 to 69 p e r c e n t ,  o f  t he  t o t a l  c o s t  

o f  the  p r o d u c t s  a l l  the  w o r l d  o v e r , ®  The system o f  m a t e r i a l  c o n t r o l

77 .  B a c k e r ,  Mo r ton ,  and J a c o b s e n ,  L.  E . , C o s t  A c c o u n t i n g . (New Yo rk i  
M c G r a w - H i l l  Book Company,  19 64 ) ,  p .  57,

a .  M a t e r i a l s  c o s t  as  p e r c e n t  o f  t o t a l  c o s t i  USA-59t  UK -61 ;  J a p a n - 5 6 ;  
I t a l y - 6 2 ;  I r a n - 6 6 ;  I n d i a - 6 6 ;  M e x i c o - 6 4  ( S. Venue ,  I n v e n t o r y  
C o n t r o l  and Management ,  Lok Udyog ,  J a n u a r y  1972,  p .  10 13 ) .

Dhaka University Institutional Repository



HEADOFF^V^

r v i A T ^ R i A - l - ^

y z '  i r / -

^ ^ A T B M A U S
69>-  ^ ' ^ y -

\NC.& 
UftbT'®*' 
HfAP

pkpl -̂
OVfd)lfJ^D

2 ' M k l -

CVIAB.T-4'^^

• iwr-«Fi>* 

i T^V -

FW-toav
ovtaH*AO 

1 -B*; .

pows^«»-»fvi  
I -0®/

■ c r -

Dhaka University Institutional Repository



18 5

s h o u l d  be so c o m p r e h e n s i v e  t h a t  i t  c o v e r s  t h e  w h o l e  p r o c e d u r e  f r o m  

t h e  p o i n t  when some o n e  p l a c e s  an o r d e r  w i t h  t h e  s u p p l i e r s  up to  t h e  

s t a g e  u n t i l  t h e  m a t e r i a l s  a r e  c o n s u m e d .  M a n a g e m e n t ' s  p r i m a r y  i n t e ­

r e s t  i n  m a t e r i a l s  c o s t s  f o c u s e s  on t h e  r e l a t i o n s h i p  b e t w e e n  t h e

i n p u t  c o s t  o f  m a t e r i a l s  u s e d  i n  p r o d u c t i o n  a n d  t h e  p h y s i c a l  p r o d u c -

78
t i o n  o u t p u t .  A c c o r d i n g  t o  M a t z  a n d  U s r y ,  a b a s i c  o b j e c t i v e  o f  

g o o d  m a t e r i a l s  c o n t r o l  i s  t h e  a b i l i t y  t o  p l a c e  an o r d e r  a t  t h e  r i g h t  

t i m e  w i t h  t h e  r i g h t  s o u r c e  t o  a c q u i r e  t h e  r i g h t  q u a n t i t y  a t  t h e  r i g h t  

p r i c e  and q u a l i t y .  T h e  c o n t r o l  o f  m a t e r i a l s  i s  t h e r e f o r e  an i m p o r t a n t  

f u n c t i o n  o f  c o s t  c o n t r o l  s o  t h a t  t h e  c o s t  o f  m a t e r i a l s  may  b e  k qp t  

t o  t h e  minimum p o s s i b l e  l e v e l .

M a t e r i a l  m a n a g e m e n t  i s  a d i s c i p l i n e  g e n e r a l l y  unknov in t o  many

b u s i n e s s  e x e c u t i v e s  o f  o u r  c o u n t r y ,  m a i n l y  b e c a u s e  o f  l o w  l e v e l  o f

7 9
b u s i n e s s  e d u c a t i o n .  Too  g r e a t  a s u p p l y  o f  s t o c k  r e s u l t s  i n  h i g h  

s t o r a g e  c o s t s ,  e x c e s s i v e  c a p i t a l  b e i n g  l o c k e d  u p ,  s h o r t a g e  o f  v a l u ­

a b l e  s p a c e ,  s t o c k  l o s s e s  a n d  o b s o l e s c e n c e ,  w h i l e  a s h o r t  s u p p l y  

r e s u l t s  i n  r e d u c e d  o u t p u t  a n d  p o s s i b l y  p a n i c  b u y i n g .  I n  m a t e r i a l  

c o n t r o l ,  t h e  p r o b l e m  i s  t o  e s t a b l i s h  o p t i m a l  s t o c k  l e v e l s  a n d  i t

w i l l  be a p p r e c i a t e d  t h a t  t h i s  i s  a d i f f i c u l t  p r o b l e m ,  b e c a u s e  o f

80
t h e  u n c e r t a i n t y  o f  t h e  s u p p l y  o f ,  a n d  demand f o r ,  m a t e r i a l s *

7 8 .  M a t z ,  A d o l p h ,  a n d  U s r y ,  M . F . ,  C o s t  A c c o u n t i n g .  ( O h i o i  S o u t h -  
W e s t e r n  P u b l i s h i n g  C o . ,  1 9 8 2 K  p . 3 8 1 .

7 9 .  M o h i u d d i n ,  Md,  “ i n v e n t o r y  M a n a g e m e n t " ,  p a p e r  p r e s e n t e d  i n  t h e  
s e m i n a r  on " C o s t  A u d i t  and  I n v e n t o r y  M a n a g e m e n t " ,  D e c e m b e r  14&15,  
1983,  s p o n s o r e d  by  t h e  i n s t i t u t e  o f  C o s t  and  M a n a g e m e n t  A c c o u n ­
t a n t s  o f  B a n g l a d e s h ,  D h a k a .

8 0 .  O w l e r ,  L . W . J .  a n d  B r o w n ,  J . L . ,  W h e l d o n ' s  C o a t  A c c o u n t i n g .  ( L o n d o n *
M c D o n a l d  & E v a n s  L t d . ,  1 9 8 4 ) ,  p , 4 2 .
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A c c o r d i n g  t o  J . W .  K e l l e r ® ^  ( P a s t ,  P r e s i d e n t  o f  t h e  N a t i o n a l  A s s o c i a ­

t i o n  o f  C o s t  A c c o u n t a n t s ,  U S A ) ,  m a t e r i a l  i s  c a s h  i n  a n o t h e r  f o n  a n d  

i t  s h o u l d  h a v e  t h e  same c a r e  a n d  c o n t r o l  a s  c a s h *  He c a t e g o r i c a l l y  

m e n t i o n e d ,  t h e r e  a r e  e i g h t  a r e a s  o f  c o n t r o l  o f  m a t e r i a l  c o s t s  and  

a c c o u n t i n g  i s  i n v o l v e d  i n  e a c h  o n e  o f  t h e m .  T h e s e  a r e a s  a r e s  

( l )  ^ e c i  f i  C a t i o n  s» ( 2 )  P u r c h a s i n g ,  ( 3 ) i n v e n t o r y ,  ( 4 )  U s a g e ,

( 5 ) S c r a p ,  ( 6 )  6 y * . p r o d u c t s  and  j o i n t  p r o d u c t s ,  ( 7 )  S a l v a g e ,

( 8 )  i n d i  r e c t  c o s t s .

T h e  p r o f i t a b i l i t y  o f  a n u m b e r  o f  e n t e r p r i s e s  u n d e r  t h e  C o r p o r a ­

t i o n  ( B C I C )  was a d v e r s e l y  a f f e c t e d  d u e  t o  c o n t i n u e d  i n c r e a s e  i n  t h e

8 2
p r i c e s  o f  l o c a l  a n d  f o r e i g n  r a w  m a t e r i a l s *

i n  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  m a t e r i a l s  c o n s ­

t i t u t e  t h e  m a j o r  s e g m e n t  o f  c o s t  o f  p r o d u c t i o n .  T h e  c o r p o r a t i o n  h a s  

made c o n s i s t e n t  e n d e a v o u r  t o  u s e  t h e  m o e t  e c o n o m i c a l  r a w  m a t e r i a l  

w i t h o u t  a f f e c t i n g  q u a l i t y .  I n  many  e n t e r p r i s e s ,  a l t e r n a t i v e  m a t e ­

r i a l s  a r e  n o w  b e i n g  u s e d  w i t h  c o n s e q u e n t i a l  r e d u c t i o n  i n  t h e  c o s t

8 3o f  p r o d u c t i o n .  P r o p e r  m a t e r i a l  a c c o u n t i n g  and  c h e c k i n g  o f  u s a g e  

r a t i o  h a s  i n c r e a s e d  p r o d u c t i v i t y  and  t h e r e b y  r e d u c e d  c o s t  o f  p r o d u c ­

t i o n  o f  a l l  i t e m s .  T h e r e  h a s  been a s u b s t a n t i a l  r e d u c t i o n  i n  m a t e r i a l  

u s a g e  r a t i o  i n  a l l  f a c t o r i e s ,  p a r t i c u l a r l y  n a t u r a l  g a s  c o n s u m p t i o n

i n  f e r t i l i z e r  f a c t o r i e s ,  f u r n a c e  o i l  c o n s u m p t i o n  i n  n e w s p r i n t  a n d

8 ̂
r o c k  s u l p h e r  a n d  r o c k  p h o s p h a t e  c o n s u m p t i o n  i n  T S P .  A s  a m a t t e r

81, K e l l e r ,  J, ' Nayne ,  " T h e  C r i t i c a l  A r e a s  o f  M a t e r i a l  C o s t  C o n t r o l " ,  
NACA B u l l e t i n . ( U S A i  N a t i o n a l  A s s o c i a t i o n  o f  C o s t  A c c o u n t a n t s ,  
194)8), p. 592.

8 2 .  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  " A n n u a l  R e p o r t  
198 1-82**. ( D h a k a ) ,  p .  14,

8 3,  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  B C I C . 
D h a k a ,  p . 20.

8 4 ,  I  b i  d .  . p , 2 2 .
I
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o f  p o l i c y ,  t he  u s a g e  o f  raw m a t e r i a l  p e r  u n i t  o f  f i n i s h e d  p r o d u c t  

i s  c a r e f u l l y  a n a l y s e d  i n  each e n t e r p r i s e .  Head O f f i c e  P r o d u c t i o n  

D i v i s i o n  makes  v e r y  c a r e f u l  a n a l y s i s  and i n  c a s e  o f  any  u n f a v o u r a b l e  

t r e n d ,  b r i n g s  i t  to th e  n o t i c e  o f  a l l  c o n c e r n e d  f o r  n e c e s s a r y  c o r r e c ­

t i v e  a c t i o n .  In a good  number  o f  c a s e s ,  t h e  e f f o r t s  o f  the corpora* *  

t i on  have  y i e l d e d  w o r t h w h i l e  r e s u l t s  i n  t erms  o f  r e d u c e d  m a t e r i a l  

u s a g e  p e r  u n i t  o f  o u t p u t .  In Ur ea  F e r t i l i z e r  F a c t o r y ,  the  u s a g e  o f

n a t u r a l  ga s  was 40 ,61  MCF i n  1978-79 p e r  ton o f  u r e a  f e r t i l i z e r ,  i t

8 5
went  down to 34 ,02  MCF i n  1985 -86 ,  To o p e r a t e  e f f i c i e n t l y  a t  

minimum c o s t  l e v e l ,  many o f  the  e n t e r p r i s e s  have  to have  l o n g  t enn  

sup p l y  c o n t r a c t  f o r  m a t e r i a l s  and s p a r e s . ® ^  W h i l e  e x e r c i s i n g  e l a b o ­

r a t e  f i n a n c i a l  c o n t r o l  s y s tem,  a t t e n t i o n  i s  a l s o  p a i d  on r e d u c i n g  

the Usage  o f  raw m a t e r i a l  and i m p r o v i n g  i n t p u t - o u  t p u t  r a t i o  o f  p r o ­

d u c t i o n .  To keep t r a ck  on the  u se  o f  r aw  m a t e r i a l  and t h e r e b y  

r e d u c i n g  c o s t  o f  p r o d u c t i o n ,  a c t u a l  u s a g e  o f  r aw m a t e r i a l s  i s  com­

p a r e d  w i th  th e  s t a n d a r d  and any d e v i a t i o n  i s  p r o p e r l y  r e c o r d e d  f o r  

t a k i n g  n e c e s s a r y  r e m e d i a l  m ea su r e s *  £ach e n t e r p r i s e  now has  a 

s e p a r a t e  M a t e r i a l  P l a n n i n g  and I n v e n t o r y  C o n t r o l  C e l l  to e n s u r e  

a d e q u a t e  and r e g u l a r  s u p p l y  o f  raw m a t e r i a l s  a s  w e l l  a s  to a v o i d  

b l o c k i n g  up o f  fund and i n v e n t o r y  b u i l d - u p .  The c o r p o r a t i o n  head

o f f i c e  ha s  a l s o  s e t  up a M a t e r i a l  P l a n n i n g  & I n v e n t o r y  C o n t r o l  C e l l

to m o n i t o r ,  c o - o r d i n a t e  and p l an  th e  o v e r - a l l  i n v e n t o r y  system o f

85.  I b i d .  . p .  20.

86.  Ahmed, M u z a f f e r ,  “P r o s p e c t s  and P r o b l e m s  o f  N a t i o n a l i s e d  
I n d u s t r i e s  • A . C r i t i c a l  Rev iew o f  V i e w s " ,  M a n a g e r i a l .  B u s i n e s s  
and Economic s . (D h a k a i  The I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  
U n i v e r s i t y  o f  Dhaka,  1975 ) ,  p .  37,

187Dhaka University Institutional Repository



t h e  c o r p o r a t i o n .  a  M e e t i n g  o f  Head o f  A c c o u n t s  o f  B C I C  E n t e r p r i ­

s e s  was  h e l d  on 22nd a n d  2 3 r d  S e p t e m b e r ^  1985 i n  D h a k a »  t h e  C h i e f  

G u e s t  and  C h a l m a a n »  B C I C ,  s t r e s s e d  on t h e  e c o no my  i n  t h e  p r o c u r e m e n t  

o f  m a t e r i a l s  and p r o p e r  m a t e r i a l  p l a n n i n g  and  i n v e n t o r y  c o n t r o l .  He 

g a v e  e m p h a s i s  on p r o c u r e m e n t  o f  r i g h t  m a t e r i a l s  a t  r i g h t  c f j a n t i t y  a t  

r i g h t  t i m e  a n d  a t  r i g h t  p r i c e .  B e c a u s e  m a t e r i a l s  c o n s t i t u t e  s u c h  a 

s i g n i f i c a n t  p a r t  o f  p r o d u c t i o n  c o s t  a n d  s i n c e  t h i s  c o s t  i s  c o n t r o l l a *  

b l e »  p r o p e r  p l a n n i n g ,  p u r c h a s i n g ,  h a n d l i n g  a n d  a c c o u n t i n g  a r e  g r e a t  

i m p o r t a n c e .

I n  t h e  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  M a t e r i a l  

c o s t s  c o n s i s t s  o f i

( a )  RaM m a t e r i a l s *

( b )  C h e m i c a l s ,  and

( c )  P a c k i n g  m a t e r i a l s *

w h i c h  i s  a l s o  a p p l i c a b l e  i n  t h e  f e r t i l i z e r  s e c t o r .

D i f f e r e n t  c a t e g o r i e s  o f  m a t e r i a l s  w h i c h  ( g e n e r a l l y  w i t h i n  t h e  

a b o v e  t h r e e  c l a s s e s )  a r e  r e q u i r e d  f o r  p r o d u c i n g  d i f f e r e n t  k i n d s  o f  

f e r t i l i z e r s *  Raw m a t e r i a l  r e p r e s e n t s  w a t e r ,  g aS  a n d  e l e c t r i c i t y  f o r  

p r o d u c i n g  U r e a *  L e t  u s  h a v e  a l o o k  on t h e  m a t e r i a l  c o s t  f o r  d i f f e «  

r e n t  f e r t i l i z e r  f a c t o r i e s  f o r  d i f f e r e n t  y e a r s  ( T a b l e . 4 , 1 3 )  w h i c h  

can a l s o  be p r e s e n t e d  b y  t i m e  s e r i e s  ( c h a r t - 4 , 0 6 ) .

188

87

8 7 .  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  A n n u a l  R e p o r t
1 9 8 4 - 8 5 * .  ( D h a k a ) ,  p p . 1 2 - 1 3 ,
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M a t e r i a l  c o s t  f o r  p r o d u c i n g  one  ton o f  u r e a  i n  1983 -84  we re

T k . 1 ,006 .  19, T k . 8 9 9 .2 3 ,  and T k .7 6 8 .4 5  f o r  NGFF,  UFFL and ZFCL

r e e p e c t i v e l y  which i n c r e a s e d  i n  1985-86  a t  T k , 1 , 4 4 6 , 4 2 ,  T k , 1 ,0 10 * 21

and Tk, 1,0 3 3 . 3 9 .  Though t h e s e  t h r e e  f e r t i l i z e r  f a c t o r i e s  p r o d u c i n g

the same q u a l i t y  o f  u r e a  b u t  t h e i r  m a t e r i a l  c o s t  i s  v a r y i n g  y e a r  to

y e a r .  As  p e r  autonomous b o d i e s  b u d g e t s ,  m a t e r i a l  c o s t s  b u d g e t e d  f o r

88
1986-87 to Tk, 1 , 250 ,00  p e r  ton o f  u r e a .

88 ,  Government  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  Au tonomcUA  
B o d i e s  Budget s  19 86 -8 7 , (Dhakat  M i n i s t r y  o f  F i n a n c e ,  19 86 ) ,
p • 25i
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b.  TSP«

M a t e r i a l  c o s t  p e r  MT o f  TSP in  1981-82  was T k * 4 , 8 2 4 , 0 5  and i n  

198b~86 i n c r e a s e d  to  T k , 5 , 3 ^ 9 . 4 3 ,  D e t a i l s  d i s c u s s i o n  have  been mad«

In the m a t e r i a l  c o s t  o f  T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d .

c. Ammoniuro S u l p h a t e i

M a t e r i a l  c o s t  i $  i n c r e a s i n g  y e a r  a f t e r  y e a r .  In  1981 -82 »  ma t e ­

r i a l  c o s t  p e r  MT was Tk, 1 , 7 9 1 , 6 3  and i n  1985-86 i n c r e a s e d  t o  

T k , 2 ,921,  33, D e t a i l s  d i s c u s s e d  i n  the  m a t e r i a l  c o s t  o f  N a t u r a l  Gas  

F e r t i l i z e r  Fa c t o ry  L i m i t e d  i n  Ammonium S u l p h a t e  P l a n t .

M a t e r i a l s  r e c e i v e d  p h y s i c a l l y  i n  s h o r t  b u t  i n s u r a n c e  c l a im  was

n o t  l o d g e d  f o r  the  v a l u e  o f  t he  s h o r t  r e c e i p t s  o f  t h e  m a t e r i a l s

8 9
a g a i n s t  C o n t r a c t  no ,  CT -34 ,  CT-21 e t c .

Im po r t e d  raw m a t e r i a l s p  a f t e r  a r r i v a l  o f  t he  sh ip  i n  th e  J e t t y ,  

the  q u a n t i t y  was taken a f t e r  j o i n t  d r a f t  su r vey  and then u n l o a d i n g  

s t a r t e d  th rough  conv ey o r  b e l t .  D i f f e r e n c e s  we re  found  i n  s e v e r a l  y e a r s .

I )i J o i n t  d r a f t  I Main t e n a n c e  { S t o r e  J
I i s u r ve y  I Depa r tment  1 L e d g e r  )
i___________________ 1 ____ MT_I MT______________________ \_________ MT____________ I

In 1982-8 3^^

Rock S u lp h u r  31 ,2 26 .0 7  0 30 , 7 18.000 3 0 ,5 7 3 .6 4 0

Rock P h o s p h a t e  1, 1 7 ,3 97 ,7 5 3  1, 14 ,2 18 . 00 0  1, 15 , 048 .0 00

In 1983-84^ ^

Rock S u lp h u r  2 0 , 5 8 0 . 1 1  2 7 ,6 69 ,0 0 0  2 8 ,2 0 8 .7 3 6

Rock P h o s p h a te  1 , 0 9 , 6 3 7 . 8 0  1 , 3 4 , 5 6 5 . 0 0 0  1 , 3 3 , 8 9 3 . 0 0 0

Such d i f f e r e n c e s  a r e  r e c o r d e d  f o r  co ns i g n m en t  w i s e  quan t i  ty^ ne ed to 

be r e c o n c i l e d  i n  o r d e r  to co n f i rm  a c c u r a t e  q u a n t i t y  a v a i l a b l e  f o r  con­
sumpt ion,  and f o r  the  p u r p o s e  o f  v a l u a t i o n  i n  th e  a c c o u n t s  u n d e r  r e v i e w

191

( C h i t t a g o n g ) ,  p , 3 #  
T r i p l e  Superphosph  
(Chi  t t agon  g ) , p .  1« 

lO
P

91,  T r i p l e  S u p e r p h o s p h a t e  Complex L t d . ,  "A u d i t  R ep o r t  1 9 8 3 - 8 4 '*. 
( C h i t t a g o n g ) ,  p , l l «

•Audi t R e o o r t 1980-8 I "

'Audi  t Re oo r t 1 9 82 -8 3 *

' AudL i— Re oo r t 19,8 2 - 8 4 -
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T h e r e  i s  r e a s o n  t o  b e l i e v e  t h a t  t h e r e  i s  c o n s i d e r a b l e  s c o p e  f o r  

r e d u c t i o n  o f  c o s t  i f  p r o p e r  and  a c c u r a t e  s c a l e  i s  u s e d  f o r  t h e  mea­

s u r e m e n t  o f  r a w  m a t e r i a l s  c o n s u me d  a n d  i f  a p p r o p r i a t e  m e a s u r e s  a r e  

a d o p t e d  t o  p r e v e n t  l e a k a g e  o f  m a t e r i a l s  i m p o r t e d .

T h e r e  i s  e v i d e n c e  t h a t  i m p o r t e d  m a t e r i a l s  a r e  n o t  p r o p e r l y  p r o ­

t e c t e d  and a c c o u n t e d  f o r .  T h e s e  a t e  s u p p p r t e d  by a u d i t  r e p o r t  a s ,  

s i n c e  a l l  m e a s u r i n g  d e v i c e s  and  s c a l e s  g i v e  i n a c c u r a t e  r e a d i n g  a n d  

w e i g h t ,  c o n s u m p t i o n  shown i n  t h e  a c c o u n t s  a n d  y e a r  end  l e d g e r  b a l a n c e s

a b o u t  t h e  q u a n t i t y  o f  r a w  m a t e r i a l s  a p p e a r s  t o  be i n a c c u r a t e  a n d  so

92 9 3 94
I s  t h e  v a l u a t i o n  t h e r e o f  a p p e a r i n g  i n  t h e  a c c o u n t s  u n d e r  r e v i e w ,  * *

I n  TSP C o m p l e x ,  C h i t t a g o n g ,  i n  M a r c h  1983 l o o s e  T5P was  p h y s i ­

c a l l y  v e r i f i e d  by t h e  m a n a g e m e n t  a n d  1 , 8 8 1 . 9 0  M I  v a l u e  a t >o ut  a t  T a k a  1 

( o n e )  c r o r e  was  f o u n d  s h o r t  i n  t h e  i n v e n t o r y .  R e g a r d i n g  t h e  s h o r t a g e  

o f  s u c h  h u g e  q u a n t i t y ,  a u d i t o r  n o t e d  f r o m  t h e  s t a t e m e n t  g i v e n  by  t h e  

A d d i t i o n a l  C h i e f  O p e r a t i o n  M a n a g e r  ( P r o d u c t i o n )  t h a t  a s  a l l  t h e  m e a s u ­

r i n g  d e v i c e  and  a l s o  t h e  s c a l e  g i v e  i n a c c u r a t e  r e a d i n g  a n d  w e i g h t  

r e g a r d i n g  i n p u t  o f  r a w  m a t e r i a l s  a n d  c o n s e q u e n t  o u t p u t  o f  f i n i s h e d  

p r o d u c t s ,  t h i s  s h o r t a g e  came u p .  T h i s  s h o r t a g e  was d e d u c t e d  f r o n  t h e  

p r o d u c t i o n  o f  t h e  w h o l e  a s  p e r  p r a c t i c e  f o l l o w e d  by  t h e  c o m p a n y .

I n  v i e w  o f  t h e  f a c t  s t a t e d  by  t h e  A d d i t i o n a l  C h i e f  O p e r a t i o n  

M a n a g e r  ( P r o d u c t i o n )  and  a s  v a l u e  o f  i n p u t  o f  m a t e r i a l s  was  c h a r g e d  

t o  c o s t  o f  p r o d u c t i o n ,  c o s t  o f  p r o d u c t i o n  f o r  t h e  y e a r  was  i n a c c u r a t e .

9 2 ,  T r i p l e  S u p e r p h o s p h a t e  CompleJ^ L i m i t e d ,  " A u d i  t  R e p o r t  1 9 8 3 - 8 4 *.  
( C h i t t a g o n g ) ,  p . l U

9 3 ,  T r i p l e  S u p e r p h o s p h a t e  C o m p l e x  L i m i t e d ,  '*A u d i  t  R e p o r t  1 9 8 4 - 8 5 **. 
( C h i t t a g o n g ) ,  p . 7 ,

9 4 ,  T r i p l e  S u p e r p h o s p h a t e  C o m p l e x  L i m i t e d ,  **A u d i  t  R e p o r t  1 9 8 5 - 8 6 **. 
( C h i t t a g o n g ) ,  p , 6 .
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F u r t h e r ^  s t a n d a r d  p r o c e s s  l o s s  was n o t  d e t e r m i n e d  a n d  a c t u a l  l o s s  

was n o t  c o n s i d e r e d  w h i c h  t h e  c o r p o r a t i o n  s u g g e s t e d  i n  t h e  I n c e n t i v e  

Bo n u s  Scheme.  R e p o r t e d l y  s u c h  i n v e n t o r y  w a s  t a k e n  i n  M a r c h  1983* 

t h e  a b o v e  q u a n t i t y  o f  s h o r t a g e  m i g h t  h a v e  a c c u m u l a t e d  f r o m  A p r i l  o f  

1982. ’ ^

I t  i s  a p p a r e n t  t h a t  t h e r e  i s  s u b s t a n t i a l  d i f f e r e n c e  I n  m a t e r i a l  

c o s t  among t h e  y e a r s .  T h i s  i s  d u e  t o  r a t e  v a r i a n c e  a n d  u s a g e  v a r l a -  

. n e e .  T he  y e a r  h a v i n g  m o r e  f a v o u r a b l e  p u r c h a s e  p r i c e  and  m o r e  e f f i ­

c i e n t  i n  t h e  u s e  o f  m a t e r i a l  can k e e p  i t s  m a t e r i a l  c o s t  d own c o m p a r e d  

t o  a n o t h e r  y e a r  w h i c h  i s  n o t  a s  much c a r e f u l  i n  m a t e r i a l  p u r c h a s e  and 

i n  t h e  e f f e c t i v e  u s e  o f  t h e  same.

T he  f o l l o w i n g s  a r e  t h e  o b j e c t i v e s  o f  m a t e r i a l  m a n a Q e m e n t i

1* To a v o i d  u n n e c e s s a r y  b u i l d - u p  o f  s t o c k ,

2.  To m a i n t a i n  s m o o t h  f l o w  o f  s u p p l y  o f  i n p u t s .

3.  To k e e p  c l o s e  w a t c h  on u s a g e .

4 .  To make a l l  c o n c e r n e d  m o r e  i n p u t  c o n s c i o u s .

5.  To s t r u g g l e  f o r  s i m p l i f i c a t i o n  a n d  d i v e r s i f i c a t i o n .

6* To i d e n t i f y  n o n - m o v i n g ,  s l o w - m o v i n g  a n d  f a s t - m o v i n g  i t e m s .

7 .  To i d e n t i f y  o b s o l a t e  i t e m s  f o r  d i s p o s a l .

A s o u n d  m a t e r i a l  c o n t r o l  s y s t e m  f o r  a n y  f a c t o r y  s h o u l d  p r o v i d e

f ,  96 f o r *

1. C o o r d i n a t i o n  b e t w e e n  b u d g e t s ,  r e q u i s i t i o n s  p u r c h a s i n g ,  

r e c e i v i n g ,  t e s t i n g ,  s t o r a g e ,  h a n d l i n g  and  d i s b u r s i n g .

19 3

9 5 ,  T r i p l e  S u p e r p h o s p h a t e  C o m p l e x  L i m i t e d ,  **A u d i  t  R e p o r t  1 9 8 2 - 8 3 ? . 
( C h i t t a g o n g ) ,  p , 4 ,

9 6 ,  S c h l a t t e r ,  C.  F .  and  S c h l a t t e r ,  W , J , ,  C o a t  A c c o u n t i n g .  ( N e w  Y o r k , '  
I 9 6 0 ) ,  p. 207.

Dhaka University Institutional Repository



2,  C e n t r a l i s e d  p u r c h a s i n g  u n d e r  t h e  d i r e c t i o n  a n d  a u t h o r i t y  

o f  a q u a l i f i e d  p u r c h a s i n g  o f f i c e r .

3,  **n i n t e r n a l  c h e c k  c a u s i n g  two o r  m o r e  p e r s o n s  t o  c e r t i f y  

e a c h  d o c u m e n t .

4 ,  P r o p e r  u s e  o f  s t o r a g e  o f  m a t e r i a l s  up o n  d e l i v e r y .

5,  A p e r p e t u a l  i n v e n t o r y  r e v e a l i n g  a t  a l l  t i m e s  t h e  q u a n t i t y  

and  t h e  V a l u e  o f  e a c h  k i n d  o f  m a t e r i a l  i n  s t o c k *

6 ,  A s y s t e m  o f  c o n t r o l l i n g  a c c o u n t s  a n d  s u b s i d i a r y  l e d g e r  

s h o w i n g  m a t e i l a l s  p u r c h a s e d ,  i s s u e d ,  r e t u r n e d ,  s p o i l e d  

o r  d e f e c t i v e .

194

4 , 0 7 , 0 2  LABOUR C O S T

S o c i e t y  w a n t s  b u s i n e s s  f i r m s  t o  b e h a v e  i n  s o c i a l l y  d e s i r a b l *
97

w a y s .  I t  h a s  been t e r m e d  t h a t  t o  a g r e a t  e x t e n t  p r o d u c t i v i t y  i s

9 8
d e p e n d e n t  o n  t h e  human f a c t o r .  H i g h e r  f i n a n c i a l  i n c o m e  a s  a m e a n s  

o f  i n c r e a s i n g  p r o d u c t i v i t y  can be p r o v i d e d  t o  w o r k e r s  i n  d i f f e r e n t  

f o r m s  S u c h  a s  w o r k  on p i e c e  r a t e ,  g r a n t i n g  o f  b o n u s e s ,  p e r m a n e n t

i n c r e a s e  i n  t h e  p a y  i n  t h e  same p o s i t i o n  a n d  i n c r e a s e  i n  p a y  t h a t

9 9a c c o m p a n i e s  p r o m o t i o n .  H e a l t h  p r o m o t i o n  s h o u l d  a l s o  b e  p a r t  o f  

t h e  c o r p o r a t i o n ' s  s t r a t e g y  t o  a f f e c t  t h e  h e a l t h  c a r e  s u p p l y  sys teJ i ?*^

9 7 ,  H a b i b u l l a h ,  M,  , “ B a l a n c i n g  O r g a n i s a t i o n a l  G o a l s " ,  T h e  Dhaka 
U n i v e r s i t y  S t u d i e s .  P a r t « A . ( D h a k a i  1 9 7 7 ) ,  p .  146 ,

9 8 ,  H a m i d ,  A b d u l ,  " I s s u e s  a n d  P r o b l e m s  o f  P e r s o n n e l  Ma n a g a n  en t**, 
M a n a g e m e n t  D e v e l o p m e n t . ( D h a k a i  B a n g l a d e s h  M a n a g e m e n t  D e v e l o p -  
men t  C e n t r e ,  198 3 ) ,  p .  4 4 ,

9 9 ,  Rahman,  A , H , M .  H a b i b u r ,  " F i n a n c i a l  I n c e n t i v e  aS  a M o t i v a t i n g  
T o l l " ,  T h e  Dhaka U n i v e r s i t y  S t u d i e s . P a r t - A . ( O h a k a t  1 9 7 5 ) ,  p , l 4 2 .

100.  H e r z l i n g e r ,  R e g i n a  £.  > and  C a l k i n s y  D a v i d ,  "How C o m p a n i e s  T a c k l e  
H e a l t h  C a r e  C o s t s '  i P a r t  I I I " ,  H a r v a r d  B u s i n e s s  R e v i e w . ( M a s s a - .  
c h u s e t t s i  1 9 8 5 ) ,  p , 8 0 .
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Modern Economi sts  v i e w  h e a l t h  e x p e n d i t u r e  and e d u c a t i o n a l  e x p e n d i t u r e  

a r e  i n v e s t m e n t  i n  human c a p i t a l ,  b e c au s e  both  a r e  i n s t r u m e n t a l  i n  r a i ­

s i n g  p roduc t i  v i  t y . ^

Labou r  c o s t  r e p r e s e n t s  the  human c o n t r i b u t i o n  to p r o d u c t i o n  and 

i s  an i m p o r t a n t  c o s t  r e q u i r i n g  c o n s t a n t  raoasurement ,  c o n t r o l  and ana ­

l y s i s .  T h e r e f o r e ,  i t  i s  e s s e n t i a l  to have e f f e c t i v e  c o n t r o l  o v e r  

l a b o u r  c o s t s .  E f f e c t i v e  l a b o u r  c o s t  c o n t r o l  i n v o l v e s  t h e  c o o r d i n a t e d  

e f f o r t s  o f  t he  p e r s o n n e l  d e p a r t m e n t ,  p a y r o l l  d e p a r t m e n t ,  t ime and 

motion study de pa r tm en t  and the  a c c o u n t i n g  d e p a r t m e n t .  C o n t r o l  o v e r  

l a b o u r  c o s t s  i n c l u d e s  c o n t r o l  o v e r  the  a c t i v i t i e s  o f

( i ) Re c ru i tm en t ,  i n c r e m e n t s ,  and p r o m o t i o n ;

( i i )  Fo rm u l a t i o n  o f  wage p o l i c y  and i n c e n t i v e  schemes and  

payment and a c c o u n t i n g  o f  Mages ;  and

( i i i )  P r o p e r  a l l o c a t i o n  o f  l a b o u r  c o s t s .

The f o l l o w i n g  i n f o r m a t i o n  i s  needed  f o r - e f f e c t i v e  l a b o u r  c o s t  

c o n t r o l i

1* The t ime r e q u i r e d  f o r  each b a s i c  o p e r a t i o n  i n  o r d e r  to 

d e v e l o p  e f f i c i e n t  methods. ,

2. The e f f i c i e n c y  l e v e l  o f  l a b o u r  t h r o u g h  th e  u se  o f  s t a n d a r d s  

o f  compa r i s on .

3. P r o d u c t i v i t y  i n  r e l a t i o n  to t ype  o f  wage  payment ,  w i t h  the  

b e s t  system o f  compensa t i on  f o r  each k i n d  o f  work a s  the  

o b j e c t i v e .

4. The o u t p u t  o f  each employee ,

101. H a b i b u l l a h ,  M, ,  " H e a l t h  Economics  and Hea l t l i  Costs ' *>  The Dhaka  
U n i v e r s i t y  S t u d i e s .  P a r t - C . (Dhaka i  1984 ) ,  p . 12.

10 2. C h a r l e s ,  T, Ho rng r en ,  Co s t  A c c o u n t i n g  i A M a n a g e r i a l  E m ph a s i s . 
Englewood C l i f f s ,  New J e r s e y ,  p . 424.
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5, The amount o f  d i r e c t  l a bc  to be c h a r g e d  to e ach  j o b »

l o t ,  p r o c e s s  o r  depa r Imen t .

6, To t a l  l a b o u r  ho u r s  and c o s t  I n  each de pa r t m en t  d u r i n g  a

p a y r o l l  p e r i o d *

S e v e r a l  o f  the  more common r e c o r d s  u t i l i s e d  by an e n t e r p r i s e  

to c o l l e c t  much o f  the  a f o r e a a i d  d a t a  a r e  l i s t e d  b e l o w i ^ ® ^

1. C l ock  c a rd

2. Time o r  j  ob t i  ck e t

3. D a i l y  t ime r e p o r t

4, P a y r o l l  r e g i s t e r

5, Employee e a r n i n g  r e c o r d

6,  L a b o u r  d i s t r i b u t i o n  r e g i s t e r

104
An I n d i a n  a c ad e m ic i a n  P r o f e s s o r  B«K.  Basu d e s c r i b e d  th e  f e a t u r e s  

o f  p u b l i c  e n t e r p r i s e s  and among them the  s t r i c t  c o n t r o l  o v e r  t h e  

a c t i v i t i e s  o f  t he  p u b l i c  e n t e r p r i s e s  a l e r t e d  t h e  p e r s o n n e l s  w o r k i n g  

i n  V a r i o u s  key a r e a s  o f  t h e  u n d e r t a k i n g s .

The s a l a r y  s t r u c t u r e  has  f a i l e d  to  m a i n t a i n  i t s e l f  i n  v i e w  o f

the s k y - r o c k e t t i n g  i n f l a t i o n  i n  the  economy and the government  ha s

a l s o  f a i l e d  to m a i n t a i n  the  s a l a r y  s t r u c t u r e s  compared  t o  p r i v a t e

10 5s e c t o r  i n  the  economy e s p e c i a l l y  t h e  m u l t i - n a t i o n a l  c o r p o r a t i o n s .

103, C l a r e n c e  L,  V a n S i c k l e ,  C o s t  A c c o u n t i n g .  New Yo rk ,  1948,  p . 244.

104, Basu,  B . K , ,  An I n s i g h t  i n t o  A u d i t i n g . ( C a l c u t t a *  Book S y n d i c a t e  
P r i v a t e  Limi t e d ,  19 81 ) ,  p .  28.  3,

105, S i d d i q u e ,  Abu H o s s a i n ,  “Compres s i on  o f  S a l a r y  S t r u c t u r e s  o f
H i g he r  L e v e l  E x e c u t i v e s  i n  B i n g l a d e s h " .  The Dhaka U n i v e r s i t y  
S t u d i e s .  P a r t - C . (Dhaka *  !■ ) ,  p .  115.
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M.a , S a t t e r ,  Mini  s t e r - i n - c h a r g e  o f  L a b o u r  and Manpower ,  s a i d  

t h a t  the government  a t t a c h e d  g r e a t  I m p o r t a n c e  to b e t t e r  e m p l o y e r -  

employee r e l a t i o n s h i p  f o r  p e a c e  i n  the  i n d u s t r i a l  a ^e a  l e a d i n g  to  

i n c r e a s e  i n  p r o d u c t i o n  f o r  b e n e f i t  o f  a l l  c o n c e r n e d , ®  One o f  the  

most complex p r o b l e m s  i n  the  who l e  f i e l d  o f  p u b l i c  e n t e r p r i s e  

management i s  the m a t t e r  o f  f o r m u l a t i n g  more  e f f e c t i v e  p e r s o n n e l  

p o l i c i e s  f o r  the  p u b l i c  s e c t o r .

F e r t i l i z e r  i n d u s t r y  i s  a h i g h l y  s o p h i s t i c a t e d ^  a u t o m a t e d ,  and  

c o m p l i c a t e d  ch emica l  i n d u s t r y  whe re  s a f e t y  p r o b l e m s  a r e  m u l t i f a ­

r i o u s ,  the  ma g n i tu de  o f  some o f  whi ch  c a t a s t r o p h i c  and d i s a s t r o u s  

i n  c h a r a c t e r .  S l i g h t  i n a t t e n t i v e n e s s  by any body may c a u s e  s e r i o u s  

damage to p l a n t ,  m ac h i ne r y  and human b e i n g s *  M o r e o v e r ,  most  o f  t h e  

g a s e s  h a nd l e d  he r e  a r e  c o l o u r l e s s ,  o d o u r l e s s  and t e s t e l e s s  and  

l e a k a g e  o f  g a s e s  c ann o t  be e a s i l y  d e t e c t e d  i f  i t  i s  n o t  t i m e l y  

watched  and d e t e c t e d  by the  v a r i a t i o n  i n  t h e  p r o c e s s  con d i  t i on

High c o s t  o f  p r o d u c t i o n  i s  c o n s i d e r e d  to be a s e r i o u s  p ro b l e m

in  B an g l ad e s h  and t r a i n i n g  on c o s t  r e d u c t i o n  meth ods  i s  o f t e n  t a l k e d

ab o u t .  One can g e t  c l u e s  to d i s c o v e r  t r a i n i n g  n e e d s  i n  the  a r e a  o f

c o s t  c u t t i n g  by r e v i e w  o f  e x i s t i n g  r e s e a r c h  monog raphs  and D i r e c t o r s ,

lOflRepor ter s  as  we l l  as Chairmans speech,

a.  The B an g l a d e s h  O b s e r v e r .  Dhaka,  2 1 s t  O c t o b e r ,  1986 ( T h e  M i n i s t e r  
was s p e a k i n g  on th e  o c c a s i o n  o f  s i g n i n g  an a g r e em e nt  b etween  th e  
management and l a b o u r  un i on  o f  A l b e r t  Dav id  Co.  L t d .  i n  D h a k a ) .

106, Thomas, P h i l i p  S, , (Member  o f  t h e  Academic  S t a f f  o f  the  I n d i a n  
I n s t i t u t e  o f  Managef l ient,  Ah m edabad ) ,  P e r s o n n e l  P o l i c i e s  i n  P u b l i c  
En t e r p  r i  s e s . (Government  o f  I n d i a ,  M i n i s t r y  o f  I n f o r m a t i o n  and  
B r o a d c a s U n g ,  1979 ) ,  p .  101.

107, Rahman, T a i b u r  (Mech.  Engr .  U r ea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  
G h o r a s a l ) ,  " S a f e t y  P r o b l e m s  i n  F e r t i l i z e r  I n d u s t r y  and t h e i r  
Optimum S o l u t i o n s ' * ,  Management  Deve ooment . ( D h a k a i  B a n g l a d e s h  
Management  Dev e l  opm en t  6 ^  t  r e ,  197 3)  , p , 16,

108, H a b i b u l l a h ,  M. , " R e l e v a n c e  o f  T r im ing  and I t s  I n v e s t m e n t - W o r t h * ,  
The Dhaka U n i v e r s i t y  S t u d i e s .  P a r t - C .  (Dha ka i  U n i v e r s i t y  o f  Dhaka ,  
V o l .  V I I ,  No.  2, December ,  1986 ) ,  p . 33.
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The t n t a r p i i a e i  unde rw en t  t r a i n i n g  c o u n t s  in the f i e l d  I l k a  

Peraonnel Managemen t| Financial Man axemen t» S to r « i  Managementt 

M a r k e t i n g ,  P r o d u c t l o n p  M a ln t e n a n c e i  Work StudVi  P r o j e c t  Management^  

Labou r  Laws*  S u p e r v i s o r y  T r a i n i n g ,  O f f i c e  Management ,  W e l d i n g ,

V e h i c l e  D r i v i n g  e t c . ^ ® ^  c r e a t e  i n s t i t u t i o n a l  t r a i n i n g  f a c i l i t i e s

f o r  the  p e r s o n n e l  o f  f e r t i l i z e r / c h e m i c a l  s e c t o r ,  a p r o j e c t  p l a n  a t  

the  c o s t  o f  Tk *625 .23  l a c s ,  o f  whi ch  T k . 467 .09  i s  o f  f o r e i g n  c u r r e n c y  

i s  s c h e d u l e d  to  be co mp l e t ed  by December ,  1989 a t  U r ea  F e r t i l i z e r  

Fa c to ry  L i m i t e d ,  G h o r a s a l  which w i l l  o f f e r  f a c i l i t i e s  f o r  s t r u c t u r e d  

t r a i n i n g  f o r  260 new r e c r u i t s  p e r  y e a r  f o r  th e  e x i s t i n g  and f u t u r e  

f e r t i l i z e r  p l a n t s  i n  the  c o u n t r y ,  and progratnmes f o r  d e v e l o p m e n t  o f  

s k i l l  o f  i n - s e r v i c e  p e r s o n n e l  o f  f e r t i l i z e r  p l a n t  nu m be r i n g  lOO p e r  

y e a r .  A d e q u a t e  m e a su r e s  we re  taken to  p romote  e f f e c t i v e  communi­

c a t i o n  among the w o r k e r s ,  s t a f f  and management  f o r  smooth o p e r a t i o n  

o f  the  f a c t o r i e s .  S emina r s ,  workshop and o r i e n t a t i o n  c o u r s e s  w e r e  

f r e q u e n t l y  a r r a n g e d  to m i n i m i s e  the  communica t i on  gap a t  a l l  l e v e l s  

o f  e n t e r p r i s e  managem en t*   ̂  ̂^

The p r i m a r y  o b j e c t i v e  o f  employment  p o l i c y  o f  the c o r p o r a t i o n  

i s  to r e c r u i  t  p e o p l e  w i t h  a p p r o p r i a t e  e d u c a t i o n a l  q u a l i f i c a t i o n .

background  and e x p e r i e n c e  to s u i t  t he  demand o f  the j o b  k e e p i n g  the

112o v e r a l l  n a t i o n a l  p o l i c y  i n  r e s p e c t  o f  employment  i n  v i e w ,  S t an d i r  

S e l e c t i o n  Commi ttees  a r e  now f u n c t i o n i n g  w i t h  s p e c i f i c  t e rm s  f o r

109. B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  ^Annua l  R e po r t
1 9 80 -8 1 " ,  Dhaka,  p .  14.

110. Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  "Annua l  Re po r t  and A c c o u n t s
1 9 8 5 - 8 6 * . ( G h o r a s a l ) ,  p . 19.

111. B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "An n ua l  R e p o r t
1 9 8 0 - 8 1 " . ( D h a k a ) ,  p .  14,

112. B a n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "An n ua l  R e po r t
1 9 8 4 - 8 5 " . ( D h a k a ) ,  p .  17.
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recomm en dl n Q p e r s o n n e l  f o r  r e c r u i t m e n t ,  p r o m o t i o n ,  s p d c d a l  p r o m ot i on

and s p e c i a l  I n c r eo i en t s .  New ACR f orms  w i t h  mark ing  system w e r e  devl<

sed d e t a i l i n g  the c r i t e r i a  f o r  o b j e c t i v e  e v a l u a t i o n  o f  t h e  p e r f o r -

113
a a n c e  and q u a l i t y  o f  the  o f f i c e r s  and s t a f f .

The p o s i t i o n  o f  l a b o u r  c o s t  p e r  ton o f  o u t p u t  o f  U r e a ,  TSP

and Ammonium S u lp h a t e  a r e  shown in  T a b l e - 4 . 1 4  whi ch can a l s o  be  

p r e s e n t e d  by t ime s e r i e s  ( C h a r t - 4 . 0 7 ) .

T ab !?  -  4 . 14

La b ou r  C o s t  p e r  MT

1 P a r t i c u l a r s  |[ 1981-  !
82

j 1982-  1 
83

1 1983-  
64

i 1 
[ 1984-  :

85
[ 1985-  1 

86
^Ave rage  | 

1

j A. u.r?a^
\

i
1

j NGFF 299.20 317.42 4 6 3 , 43 45 2 . 92 8 3 3 . 3 3 47 3 .2 6  i 
1

j UFFL 96 .  12 89.  24 146.45 163 .03 20 3. 18 139.60  i

1 ZFCL - - 81.  31 8 3 . 6 3 126.25 9 7 .0 6  i
I

197.66 20 3. 33 230 , 40 233.  19 387 .59 239 .64  [

j B. T§Pi
i
i
I

j TSPC 264.79 238.31 342 .54 47 3 .2 3 431 ,70 350.11  i 
1

1 C. Ammonium I
(

{  Sulphatft i . I

\

i NGFF 148. 19 137 , 11 213 .20 295.00 4 0 8 . 94 240 .49  }

1 ............ J
R e f e r e n c e i  P r e p a r e d  by the  R e s e a r c h e r  t h r o ug h  A u d i t  R e p o r t s *

l l 3 .  B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "Annua l  R e p o r t  
198 3 - 8 4 " . ( D h a k a ) ,  p .  15.
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I t  
i ' l  

- I
5

5  £  a ,

i!>
CP
SI

a*

-!

7T»
<U
>

5**.t  o.

5 l i
X? ^  

g  ^  li

R £ lre .T eY ^e  :

I t  a p p e a r s  t h a t  l a b o u r  c o s t  i s  i n c r e a s i n g  y e a r  t o  y e a r .  L a b o u r  

c o s t  p e r  t o n  o f  Ammonium S u l p h a t e  i n  1 9 8 1 - 8 2  was I k .  148.  19 a n d  

i n c r e a s e d  t o  T k , 4 0 8 . 9 4  i n  1 9 8 5 - 8 6 ,  I f  we c o n s i d e r  1 9 8 1 - 8 2  a s  basf t  

y e a r  t h e n  1 9 8 5 - 8 6  i n c r e a s e d  t o  2 7 5 - 9 6 ^ .  i n  c a s e  o f  u r e a  f e r t i l i z e r  

l a b o u r  c o s t  p e r  t o n  i n  1 9 8 3 - 8 4  was  4 6 3 . 4 3 ,  T k .  1 4 6 . 4 5  a n d  T k , 8 1 . 3 1  

f o r  N G F F ,  U F F L  and  Z F C L  r e s p e c t i v e l y  b u t  i n  1 9 8 5 - 8 6  i n c r e a s e d  t o  

T k . 8 3 3 .  33,  I k ,  203.  18 a n d  T k .  1 2 6 . 2 5  w h i c h  m e a n s  i n c r e a s e d  t o  1 7 9 . 8 ^ ^ ,  

138.743^ a n d  155.2751^, L a b o u r  c o s t  p e r  t o n  o f  TSP i n  1 9 8 1 - 8 2  was  

T k . 2 6 4 . 7 9  and  i n c r e a s e d  t o  ^ k , 4 3 1 . 7 0  i n  1 9 8 5 - 8 6  t h a t  i s  i n c r e a s e d  t o  

1 6 3 . 0 3 ^ .  I n  f i n e ,  we can s a y  l a b o u r  c o s t  i s  i n c r e a s i n g  t r e m e n d o u s l y *
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Same P a y  S c a l e s  and  Wage S c a l e s  a r e  p a y a b l e  i n  a l l  t h e  f e r t i l i z e r

f a c t o r i e s  as  p e r  r e c o m m e n d a t i o n  o f  t h e  g o v e r n m e n t ’ s P a y  a ^ d  Mage

C o m m i s s i o n .  S a l a r y  and  Wage s  h a v e  been i n c r e a s e d  r e m a r k a b l y  d u e  t o

i m p l e m e n t a t i o n  o f  NNPS and  MPS w i t h  e f f e c t  f r o m  1 - 6 - 1 9 8 5  t r e a t e d  a s

114f i x e d  c o s t  b y  t h e  m a n a g e m e n t .  V e t  we o b s e r v e d  s u b s t a n t i a l  d i f f e ­

r e n c e s  among t h e  f a c t o r i e s  a n d  f r o m  y e a r  t o  y e a r  i n  t h e  same f a c t o r y .

A p p a r e n t l y  some y e a r s  a r e  m o r e  e f f e c t i v e  i n  t h e  r a t i o n a l  u s e  o f  

t h e i r  m a n p o w e r  t h a n  o t h e r  y e a r s .  P e r  t o n  l a b o u r  c o s t  g o e s  up and  

down w i t h  t h e  v a r i a t i o n  i n  p r o d u c t i o n  v o l u m e  s i n c e  t h a t  s a l a r y  and  

wage b i l l  i s  a l l o c a t e d  a s  f i x e d  c o s t  o v e r  a v a i l a b l e  p r o d u c t i o n  

v o l u m e .  T h e  v a r i a n c e  i s  d u e  t o  u s e  v a r i a n c e .  A t  t i m e s  s u p e r v i s i o n  

be c o mes  s l a c k  and  w o r k e r s  a d o p t  g o - s l o w  a t t i t u d e .  Wage c o s t  i s  n o t  

v a r i a b l e  c o s t  now as n o  b o d y  can be l a i d  down when p r o d u c t i o n  v o l u m e  

g o e s  d o w n .  I t  i s  n o w  a f i x e d  c o s t  and  so p e r  t o n  w a g e  c o s t  g o e s  

up o r  down w i t h  u p p i n g  and d o w i n i n g  o f  p r o d u c t i o n  l e v e l .

D u r i n g  1 9 6 3 - 8 4 ,  p a y m e n t  o f  e x c e s s  a m o u n t  t o  t h e  a s s o c i a t e  F r e e ­

dom F i g h t e r ’ s 2 ( t w o )  i n c r e m e n t  b e n e f i t *  i n c r e a s e d  h o u s e  r e n t ,  

i n c r e a s e d  d e a r n e s s  a l l o w a n c e s  e t c .  F o r  e x a m p l e ,  i n  t h e  N a t u r a l  Ga s

F e r t i l i z e r  F a c t o r y  L i m i t e d ,  p a y m e n t  o f  e x c e s s  a m o u n t  o f  T k ,  1 0 0 . 0 0

^ 115
l a c s  was  mad e .

T h e r e  i s  s c o p e  o f  c o s t  r e d u c t i o n  by  s t o p i n g  i r r e g u l a r i t i e s .

Some h i g h  i r r e g u l a r i t i e s  w e r e  n o t i c e d  i n  t h e  A u d i t  R e p o r t  a s ,  o n e  

e m p l o y e e  g r a n t e d  18 d a y s  e a r n e d  l e a v e  a n d  h e  was  a l s o  i n s t r u c t e d  t o

114.  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " A u d i t  R e p o r t  1985-86**.
F e n c h u g o n j ,  p . 9 .  W

115.  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " A n n u a l  R e p o r t  1 9 8 3 - 8  4*.
( F e n c h u g o n j ) ,  p . 11,
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r e f un d  13 days  s a l a r y  a s  p e r  s a n c t i o n e d  l e t t e r  i s s u e d  by A d m i n i s t r a ­

t i on  but  such a p p r o v a l  has  no c o n c u r r e n c e  o f  t h *  h i g h e r  a u t h o r i t y .

In a n o t h e r  c a s *  one emp loyes  d r aws  17 1 d a y s  s a l a r y  as  e a r n e d  l e a v e

* 116 en ca shmen t .

There  i s  a l s o  s c o p e  o f  c o s t  r e d u c t i o n  by m i n i m i s i n g  o v e r t i m e  

work.  Ther e  i s  e v i d e n c e  t h a t  o v e r t i m e  i s  e x c e s s i v e  a s  w e l l  a s  

i r r e g u l a r  and n o t  p r o p e r l y  a u t h o r i s e d .  Th i s  i s  a p p a r e n t  f rom the  

a u d i t o r s  r e p o r t  t h a t  o v e r t i m e  i s  c o n t i n u o u s  and i n  some c a s e s  the  

p e r i o d  o f  o v e r t i m e  i s  unu su a l .  ̂ ^

In v i e w  o f  the  f a c t  s t a t e d  above^ i t  i s  a p p a r e n t  t h a t  t h e r e  i s

no e f f e c t i v e  system o f  i n t e r n a l  c o n t r o l  r e g a r d i n g  o v e r t i m e  and the

119management s h o u l d  t ak e  s t e p s  to e n s u r e  e f f e c t i v e  c o n t r o l .

R.A.  Howe l l  and S. R. Soucy a r g u e d  t h a t  th e  au to mat ed  equ ipment

was i n t e n d e d  to r e d u c e  l a b o u r  c o s t  and a l s o  c o n t r i b u t e s  to  t h e  ob j ec>

t i v e s  o f  h i g h  q u a l i t y ,  p r o d u c t  r e l i a b i l i t y ,  f a s t  and f l e x i b l e  manu-

120f a c t u r i n g ,  and l o w e r  i n v e n t o r i e s .

20 2

116, I b i  d , , p .7 ,

117, T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  "A u d i t  Re po r t  1 9 8 2 - 8 3 **« 
(Chi  t t a g o n g )  , p .  17 ,

118, T r i p l e  S u pe r ph os ph a t e  Complex L i m i t e d ,  **Audl  t  R e po r t  1984-85** . 
( C h i t t a g o n g ) ,  p .  24,

119, T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  **Audi  t  R e p o r t  1 9 8 2 - 8 3 " .  
( C h i t t a g o n g ) ,  p , 1 7 ,

120, H o w e l l ,  Ro be r t  A , ,  and Soucy,  Stephen R, , " C o s t  A c c o u n t i n g  I n  
the  New M a n u f a c t u r i n g  E n v i r o n m e n t ” , Management  A c c o u n t i n g .
( N , J | ,  M o n t v a l e i  N a t i o n a l  A s s o c i a t i o n  o f  A c c o u n t a n t s ,  V o l .  LXIX,  
No,  2, A u g u s t ,  1987 ) ,  p . 44,
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4 , 0 7 , 0 3  POWER A N D  F U E L

I f  e l e c t r i c i t y  i s  b r o u g h t  from some o u t s i d e  a u t h o r i t y ,  t h e  

t o t a l  c h a r g e s  f o r  the  po we r  consumed can be e a s i l y  a s c e r t a i n e d .  But  

many co n c e r n s  have  t h e i r  own g e n e r a t i n g  s t a t i o n s !  and i f  steam i s  

used ,  t h e r e  w i l l  be a b o i l e r  house .  The amount to  be i n c l u d e d  i n  

f a c t o r y  o v e r h e a d s  i n  such c a s e s  as  • Powe r  and F u e l "  w i l l  c o m p r i s e  

m a t e r i a l s  u$ed ,  wages  o f  wo rk in g  i n  the  pow e r  house  and o t h e r  e xpen ­

ses  d i r e c t  to i t »  and an e q u i t a b l e  s h a r e  o f  o t h e r  o v e r h e a d s  such  a t  

f o r  g e n e r a l  f a c t o r y  a d m i n i s t r a t i o n ,  s t o r e  e t c .  In  s h o r t ,  t h e  po w e r  

house s ho u ld  be t r e a t e d  a s  a s e p a r a t e  d e p a r t m e n t  and th e  c o s t  o f  

runn ing  i t  c o m p i l e d  as  such ;  the  c o s t  sho u l d  be i n c l u d e d  i n  t o t a l  

f a c t o r y  o v e r h e a d s  and a p p o r t i o n e d  to p r o d u c t i o n  d e p a r t m e n t s  a c c o r d i n g  

to the  h o r s e  power  o f  m ac h i ne ry  i n s t a l l e d .

F a c t o r y - w i s e  p o s i t i o n  o f  po we r  and f u e l  c o s t  i s  shown in

T a b l e - 4 , 1 5  which may a l s o  be g r a p h i c a l l y  r e p r e s e n t e d  ( c h a r t - 4 . 0 8 ) *

( P a g e  238)

I a b l 9  - l

Pow e r  & Fue l  C o s t  p e r  MT
(Amount  In  Taka)

j P a r t i  c u l a r s !  1981-  1 
82

[ 198 2- }  198 3-  j 
83 !  84

19 84 -
85

f " ........... ..
1984-  j 

86
| A v e r a g e

1 A .  U r e a *

!  NGFF 

\ UFFL 

J ZFCL

m

189. 19 115,12

64 .91

129,69

7 ,0 8

67 ,  54 

9 0 , 4 2  

4 , 8 2

126 ,32  

175,09  

2 . 62

51 . 75

139.90

4 .8 4

94 ,60 57,56 67.  23 54, 26 10 1, 34 65 ,50

[  B, T$Pi  

1 TSPC

i  C. Ammonium Suloh;  

}  NGFF , j

2 2 7 , n

a t e i

19,45

263,98  

18. 16

484.48

25 .03

419,  50

64.  56

380.  38 

40 .68

355,  22

I

33,  57 j

R e f e r e n c e s  P r e p a r e d  by the  R e s e a r c h e r  th ro ugh  A u d i t  R e p o r t s .
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E f f e c t i v e  c o n t r o l  o f  pow ' and f u e l  c o s t  d e pen ds  upon s u p e r v l *  

so ry  competence .  Th i s  v a r i e t .  from y e a r  to y e a r  and f a c t o r y  to  

f a c t o r y .  Some y e a r s  a r e  more c o s t - m i n d e d  and t a k e  c a r e  to  e n s u r e  

t h a t  e l e c t r i c i t y  i s  n o t  was t ed  and l o g  bo oks  a r e  p r o p e r l y  m a i n t a i n e d .  

O t h e r s  a r e  c a l l o u s  and one may f i n d  f a n s  r u n n i n g  on even when n o t  

n eeded .

U n - i n t e r r u p t e d  po we r  s u p p l y  s h o u l d  be en s u r e d  to a v o i d  f i n a n c i a l  

l o s s  f o r  w a s t a g e  o f  raw m a t e r i a l s  and l ow  p r o d u c t i o n  c a p a c i t y  u t i l i >  

sa t i  on ,

Enhancement o f  du ty  on e l e c t r i c i t y  i n v o l v e d  an i n c r e a s e d  c o s t ,

f o r  e xamp le  I k . 48 .51  l a c s  i n  1983*84 f o r  N a t u r a l  C^as F e r t i l i z e r

F a c t o ry  L i m i t e d .  Rate o f  du ty  on e l e c t r i c i t y  had been i n c r e a s e d

from T k . O . O l  to T k . 0 . 0 5  p e r  KlNh from 1983 - 84 ,  o t h e r w i s e  the  c o a t

121would  have  been r educ ed  more .

In 1985-86 ,  d u r i n g  t h e i r  v e r i f i c a t i o n ,  t h e  a u d i t o r  o b s e r v e d  t h a t

v e h i c l e  no .  Ta 60 1 , Kha 1156,  Kha 3349 and Kha 2870 w e r e  u n s e r v i c a -

b l e  and i n  a damaged c o n d i t i o n .  Management  sho u l d  t a k e  s t e p s  to

d i s p o s e  o f  t h o se  v e h i c l e s  to  r e a l i s e  the  f u n d .  The r e  a r e  some o t h e r

v e h i c l e s  whose  r e p a i r i n g  and f u e l  c onsumpt i on  c h a r g e s  a r e  so  h i g h

t h a t  t h e r e  i s  no j u s t i f i c a t i o n  o f  m a i n t a i n i n g  t h o s e  v e h i c l e s  f o r  the

1 2 2
use  o f  t he  company.

M e a s u r e s  we re  a l s o  taken to r e d u c e  c o s t  o f  p r o d u c t i o n  by u s i n g

sweep oi  1. & l u b r i c a n t s  by u t i l i s i n g  own manpower  f o r  f a b r i c a t i o n  o f
12 3

v e s s e l s / e q u i p m e n t  i n  the f a c t o r y  wo rk sho p ,

121, N a t u r a l  Gas F e r t i l i z e r  F a c t ^ r v  r . im i t ed ,  *̂ » n n u A l  R e p o r t  198 3 - 3 4 " ,  
( Fen chugon j  ) ,  pp .  9 - 1 1 .

122, TSP Complex L t d . ,  "A u d i t  R e p o r t  1 9 8 5 - 8 6 **. N . P . ,  C. , p .  3.

123, B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  " Annua l  R e p o r t  
1982 -83 " .  ( D h a k a ) ,  p .  19.

2 0 4
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I t  a p p e a r s  t h a t  s t o r d s »  s p a r e s  and a c c e s s o r i e s  consumed f o r

the l a s t  f i v e  y e a r s  a t  a v e r a g e  r a t e  o f  5.985IS, 4,635lt and 3.61^^ o f

Ammonium S u l p h a t e ,  Ur ea  and TSP r e s p e c t i v e l y  o f  t o t a l  p r o d u c t i o n  

c o s t .  The s t o r e s ,  s p ac e s  and a c c e s s o r i e s  c o s t  i n v o l v e d  i n  the f a c t o r y  

f o r  smooth ru nn i ng  tho  p r o d u c t i o n  o p e r a t i o n  may be shown i n  T a b l e -  

4 ,16  which may a l s o  be r e p r e s e n t e d  by Time S e r i e s  ( C h a r t - 4 , 0 9 )  •

•*

. T a b l e  4,. 16 .

S t o r e s ,  S p a r e s  & A c c e s s o r i e s  C o s t  p e r  MT

20 5

4 , 0 7 . 0 4  S T O R E S .  S P A RE S  A N D  A C C E S S O R I E S

1 1
1 P a r t i c u l a r s  j 198 1- ] 

82
198 3-  

‘ 84
1984-  j 

85
f  1 9 8 5 - n  

86

[ ■ 1 
^Average  J

1 A. Ur ea t  

[ NGFF

} UFFL 

1
1 1

} B. T^Pt 

j TSPC

1 C. Ammonium Suloha

140,89

165,05

129 ,33

134,41

22 7 , 83  

9 9 ,8 7  

68,  17

116,64  

100 , 29 

44 ,28

17 5 ,4 4  

114,18  

9 6 , 9 5

158 ,0 2 j

122,761
1

69*80  I

152,97 131,87 131,96 87,07 128 ,86 116,86

380.  10 

t e *

258,70  

127, 18

20 4 , 45

114,63

192, 27 

119,47

136,39

160 .63

234,39

I
i

i NGFF 298,20
\

l 6 4 , 0 2 i
1J

R e f e r e n c e !  P r e p a r e d  by the R e s e a r c h e r  t h r o ug h  A u d i t  R e p o r t s *
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s tock  o f  s t o r e s ,  s p a r e s  and a c c e s s o r i e s  hav e  been v a l u e d  a t

w e i g h t e d  a v e r a g e  c o s t .  T h e  v a l u a t i o n  p o l i c i e s  a r e  b e i n g  c o n s i t -

124
t e n t l y  f o l l o w e d  y e a r  to y e a r .

I n v e n t o r y  i s  a b r i d g e  whi ch  c o n n e c t s  and c o - o r d i n a t e s  t h «  

v a r i o u s  a c t i v i t i e s  o f  an o r g a n i s a t i o n ,  such a s  p r o d u c t i o n ,  m a i n ­

t en an ce  and m a r k e t i n g  e t c .  and the  l u b r i c a n t  whi ch e n s u r e s  smooth  

f u n c t i o n i n g  o f  t h e s e  a c t i v i t i e s .

124. Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " Annua l  R e p o r t  and A c c o u n t s
1985-86** . ( G h o r a s a l ) ,  p . 30,
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B a n g l a d e s h i  r e s e a r c h e r  S . a , Bakar  d e s c r i b e s  t h a t  i n v e n t o r i e s  

a r e  i m p o r t a n t  and mul t i  dimen t i  ona I f a c t o r s  o f  p r o d u c t i o n .  He a r g u e d  

t h a t  n o t  on l y  the  q u a n t i t y  o f  i n v e n t o r i e s  was s i g n i f i c a n t  but  a l s o  

the m a in t en an ce  o f  the  optimum l e v e l  o f  i n v e n t o r i e s  was c r u c i a l  f o r

t h e  smooth o p e r a t i o n  o f  p r o d u c t i o n  o f  goo ds  a t  a p o s s i b l e  rainimufD

4. 125cos t s .

There  was h i gh  l e v e l  o f  i n v e n t o r i e s  f o r  s p a r e s  and a c c e s s o r i e s  

which were  a c cu mu la t e d  y e a r  to y e a r  f o r  v a r i o u s  r e a s o n s .  The manage ­

ment took some p o s i t i v e  s t e p s  to r e d u c e  i n v e n t o r y  and a M a t e r i a l  

P l a n n i n g  & I n v e n t o r y  C o n t r o l  Depar tment  was o r g a n i s e d .  As a r e s u l t  

o f  t h e s e  m e a s u r e s ,  i n v e n t o r y  o f  I k , 2 b 0 . 0 0  l a c s  ha s  been r e d u c e d  

d u r i n g  1982-83 and 1983-84 i n  TSP Complex  L i m i t e d ,  C h i t t a g o n g  and  

the U p wa r d  t r e n d  o f  the  l e v e l  o f  i n v e n t o r y  has  been c o n t r o l l e d .

F u r t h e r  s t e p s  a r e  b e i n g  taken to s c a l e  down th e  l e v e l  o f  i n v e n t o -

126
r i  es .

Though t h e r e  i s  a p u r c h a s e  p o l i c y  o f  BCIC i n  making  p r o c u r e m e n t

o f  m d c h i n e r i e s t  equ ipments  and s t o r e s ,  w h e t h e r  f o r  u t i l i s a t i o n  and

c o n s u mp t i o n  i n  m i l l s  and f a c t o r i e s  o r  f o r  c o n s t r u c t i o n  w o r k s  i s  to

p a t r o n i z e  B a n g l a d e s h i  p r o d u c t  to the  u tm os t  p o s s i b l e  e x t e n t  cons i  s -

127
t e n t  w i th  economy and e f f i c i e n c y .

207

125. Bakar ,  Shaikh Abu,  “ I n v e n t o r y  Management  i n  J u t e  M i l l s  unde r  
Khulna  Zone in  B a n g l a d e s h  f o r  the  p e r i o d  from 1973-74  to 
19B1-82**,  ( f t a j s h a h i ;  Ph .D .  T he s i s ,  De pa r tm en t  o f  A c c o u n t i n g ,  
Ra j shah i  U n i v e r s i t y ,  19B7 ) ,  p . 91 .

126. T r i p l e  Su pe r ph os ph a t e  Complex L i m i t e d ,  "An n ua l  R e po r t  1 9 8 3 - 8 9 *'. 
(Chi  t t a g o n g ) , p , 13.

127. B a n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Hand Book o f  Ru l e s
an d ilequ 1 a tl oti s . Dhaka,  198 2, p . B 9 .
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208

The m a j o r  g o a l  o f  i n v e n t o r y  c o n t r o l  i s  to d i s c o v e r  and m a i n t a i n  

the optimum l e v e l  o f  i n v e n t o r y  i n  i n v e s t m e n t .  Two l i m i t s  must  be  

imposed  i n  c o n t r o l l i n g  i n v e n t o r y  l e v e l s *  b e c a u s e  t h e r e  a r e  d a n g e r  

p o i n t s w h i c h  management  must  a v o i d .  The opt imum i n v e n t o r y  l e v e l  i s  

somewhere between the  two d a n g e r  p o i n t s .

There i s  s cope  f o r  r e d u c i n g  c o s t  o f  m a t e r i a l s  by i n t r o d u c i n g  an 

e n f o r c i n g  p r o p e r l y  d e s i g n e d  s t o r e s  a c c o u n t i n g .  S t o r e s ,  p u r c h a s e d  

and e n t e r e d  i n t o  the  s t o r e  room a r e  n o t  p r o p e r l y  r e c o r d e d .  The r e  i s

a l s o  i r r e g u l a r i t i e s  i n  o r d e r  and i s s u e  o f  s t o r e s .  Maximum,  Minimum 

and R e - o r d e r i n g  p o i n t  a r e  n o t  s y s t e m a t i c a l l y  and c a r e f u l l y  f o l l o w e d  

f o r  whi ch t h e r e  i s  anoma l l y  i n  t he  p r o c u r e m e n t  o f  s t o r e s  and a l s o  i n  

t h e i r  use .  Thi s  i s  a p p a r e n t  from the  a u d i t  r e p o r t s  f rom the  d i f f e r e n t  

y e a r s .  The a u d i t  f i rm r e p o r t e d  l i k e  t h i s .  I n v e n t o r y  management  i s  

weak,  ABC system i s  n o t  i n  p r a c t i c e .  P e r p e t u a l  i n v e n t o r y  sys tem has  

been i n t r o d u c e d  but  n o t  s y s t e m a t i c a l l y  f o l l o w e d .  As  a r e s u l t ,  v a l u a ­

b l e  i t e ms  o b t a i n e d  become o b s o l e t e  t he  a u d i t o r  r e p o r t  i n  t h i s  r e s p e c t  

i s  a l s o  f o l l o w e d .

E x t e r n a l  A u d i t ,  M/s. Howl a de r  Vanus  & C o . ,  C h a r t e r e d  A c c o u n t a n t s ,

ment i oned  t h a t  maximum, minimum and r e - o r d e r i n g  l e v e l  have  n o t  been

r e c o r d e d  i n  the  c a r d e x  o f  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,

128 129Fenchugon j ,  * As a r e s u l t ,  t he  management  i s  u n a b l e  to a s c e r t a i n  

whe t he r  any i t em i s  un d e r  o r  o v e r  s t o c k e d  a t  any p a r t i c u l a r  d a t e .

They s t r o n g l y  f e e l  t h a t  p r o p e r  system o f  m a i n t a i n i n g  s t o c k  s h o u l d  be  

i n t r o d u c e d  a t  an e a r l y  d a t e .

128, N a t u r a l  Gas F e r t i l i z e r  Fac t o r y  L i m i t e d ,  "A u d i t  R e p o r t  1 9 8 3 - 8 4 * .  
( F e n c h u g o n j ) ,  p , 6 ,

129. N a t u r a l  Gas F e r t i l i z e r  Fac t o ry  L i m i t e d ,  " /iudi t R e p o r t  1 9 8 b - 8 6 *.  
( F e n c h u g o n j ) ,  p.  l b .
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Some r e s e a r c h  wo r ks  have  been done on i n v e n t o r y  management .

Everybody  g a v e  emphas i s  f o r  t he  p r o p e r  management  o f  I n v e n t o r y ,  They 

a r e  a l s o  i n  t he  o p i n i o n  t h a t  t h e r e  i s  a n e g a t i v e  c o r r e l a t i o n  between  

i n v e n t o r y  management  and c o s t  o f  p r o d u c t i o n .  I f  i n v e n t o r i e s  a r e  

p r o p e r l y  managed,  the c o s t  o f  p r o d u c t i o n  o f  the conc e r n  w i l l  be  

r educed  and v i c e  v e r s a .

The p r a c t i c e  o f  modern t e c h n i q u e s  o f  i n v e n t o r y  management  w i l l

he l p  e s t a b l i s h i n g  optimum l e v e l  o f  i n v e n t o r y ,  wh i ch  i n  t u r n ,  w i l l

r educ e  c o s t s  and i n c r e a s e  p r o f i t a b i l i t y .  One o f  t he  mo s t  c r u c i a l

d e c i s i o n s  management  has  to make c o n c e r n s  t he  c o n t r o l  and management  

132o f  i n v e n t o r i e s .  P u b l i c  e n t e r p r i s e s  i n v o l v e  c o l o s s a l  p u r c h a s e s

l o c a l  and f o r e i g n .  In t h i s  r e g a r d ,  t h e r e  a r e  a l l e g a t i o n s  o f  c o r r u p ­

t i o n ,  i n f l u e n c e  and n e p o t i s m .  D e f e c t i v e  p u r c h a s e s  a r e  a l s o  a l l e g e d ,

133I t  needs  be seen why such a l l e g a t i o n s  p e r s i s t .

209

1 30

130, ( a )  Ba ka r ,  Shaikh Abu,  " I n v e n t o r y  Management  i n  J u t e  M i l l s  un d e r
Khu l na  Zone i n  B a n g l a d e s h  f o r  t he  p e r i o d  f rom 1973- 74  to
198 1 - 8 2 " ,  u n p u b l i s h e d  Ph . D .  T h e s i s ,  ( R a j s h a h i  Uni v e r s i  ty , 1987 )

( b )  Shaha,  A . C ,  , "a Study o f  Some P r o b l e ms  o f  Wor k i ng  C a p i t a l  
Management  in the  J u t e  M i l l s  o f  Dhaka Z o n e " ,  u n p u b l i s h e d  
Ph , D ,  T h e s i s ,  ( B a r o d a  M, S. U n i v e r s i t y ) ,

( c )  Chowdhury,  S . K . ,  " S e l e c t i v e  I n v e n t o r y  C o n t r o l ” , The Ma nag e ­
ment A c c o u n t i n g . V o l .  I X ,  No,  6,  June  1974,

( d )  A l i m u l l a h ,  K, , " I n v e n t o r y  Management  i n  Eas t  P a k i s t a n ' * ,
Bureau o f  Economic R e s e a r c h ,  U n i v e r s i t y  o f  Dhaka ,  1970,

131, A b d u l l a h ,  A , 3 . M , ,  " I n v e n t o r y  Management " ,  The B a n g l a d e s h  A c c o un -  
tan t . The I n s t i t u t e  o f  C h a r t e r e d  A c c o u n t a n t s  o f  B a n g l a d e s h ,
V o l , 3 ,  N o . 8 ,  A p r i l - J u n e  1980,  Dhaka,  p , 4 1 ,

132, Ahmed, Hamid Udd in ,  " I n v e n t o r y  Management  and C o n t r o l " ,  The 
Accoun tan t . B a n g l a d e s h  C h a r t e r e d  Ac c o u n t a nc y  C h a t r a  P a r i s h a d ,
3rd I s s u e ,  1981, Dhaka,  p,  17,

133, A f z a l ,  Md, A nwa r u l ,  " D i a g n o s i s  and Remedies  i The P u b l i c  S e c t o r  
S i c k n e s s " ,  The Ba n g l a d e s h  O b s e r v e r . 8th F e b r u a r y ,  1987,  Dhaka*
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In TSP Complex ,  C h i t t a g o n g ,  i n  c o u r s e  o f  a u d i t  o f  a c c o u n t s  

o f  1982-83,  M/s,  S. F, Ahmed & C o . ,  C h a r t e r e d  A c c o u n t a n t s ,  no t e d  

t h a t  i n  some c a s e s ,  p u r c h a s e s  v-ere made w i t h o u t  ha v i n g  r e l a t i o n  

to such r e q u i r e m e n t s  i n  the  p a s t .  U n n e c e s s a r y  p u r c h a s e  o f  many 

i t e ms  o f  s t o r e s  and s p a r e s  f a c i l i t a t e d  abnor ma l  w a s t a g e s  and b l o c ­

k i n g  o f  fund which had eo b e a r  i n t e r e s t  c o s t .  On t e s t  check they  

no t ed  the f o l l o w i n g  v a l u a b l e  i t e m s  o n l y  o f  g r o u p - 1 7 ,  whi ch we 

l y i n g  i n  s t o r e  w i t h o u t  any movement f o r  y e a r s  t o g e t h e r .

Code No.  I Y e a r  o f | Amoun t
__________________________  ̂ O r i g i n ____________ |_______( i n  t a k a )

17 -03 - 049 1970 6 7 , 7 9 3

17- 02- 090 1975 51,  584

17 - 07 - 428 197 5 3, 20 , 999

17-07 - 258 197 5 7 ,  33 , 720

17 - 06 - 252 1976 1 , 7 2 , 8 0 0

17-07 - 706 1976 2,  33 , 072

17 - 02 -  164 1977 6 2 , 8 1 4

17 - 06 - 263 1977 52,  122

17 - 03 - 411 1977 7 , 31,  30 4

17 - 07 - 432 1978 6 , 9 2 , 0 7 4

17-08 - 537 1978 2 , 6 8 , 0 8 1

17 - 07 - 0  37 1978 2 , 7 7 , 0 2 2

17 - 02 - 086 1979 1 , 31 , 649

Contd,
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Code No , 1 Y e a r  o f  
j O r i g i n

1 Amoun t 1 
t ( i n  t a k a )  ^

17-02- 087 1979

......................... ■ " ■ ■ ■ I

2 , 1 4 , 9 3 1  j

17 -02- 107 1979
i

40 , 48  3 \ 
\

17-0 2-120 1979 1 , 3 1 , 6 49  }
¥

17-0 2-121 1979
1

2 , 1 4 , 9 3 1  I

17-0 3-050 1979 8 9 , 8  18 } 
1

17-0 3 - 065 1979
1

7 0 , 9 1 5  I

17-0 3-261 1979 1, 14 , 032  1

17 - 17 - 542
&543 1979

\
1 , 9 3 , 2 87  \

17- 06 - 570 1979
1

1 , 8 1 , 9 5 0  i 
\

17 - 06 - 574 1979 2 , 0 9 , 7 2 6  j

17-08 - 540 1979
i

5 , 2 8 , 1 6 1  1

17 - 06 - 031 1979 2 , 0 7 ,  387

Tota l  » Tk. 5 9 , 9 2 ,  304

To I n d i c a t e  e l ement  o f  i n t e r e s t  on the fund b l o c k e d  a s  a c a s e  

s t udy ,  t a k i n g  1978 a s  b a s e  y e a r  o f  p u r c h a s e s  v»i th a u n i f o r m  r a t e  o f  

s i mp l e  i n t e r e s t  a t  b %  p e r  annum which i s  l e s s  than u s u a l  r a t e ,  

i n t e r e s t  up to 30 th June ,  1983 amounts  to Tk , 21,  57,  229,  40 on p r i n c i p a l  

amount o n l y .  The c o r p o r a t i o n  p r o v i d e s  w o r k i n g  c a p i t a l  c h a r g i n g  com-
134

pound i n t e r e s t  and d u r i n g  1982-83 i n t e r e s t  was  c h a r g e d  @ 7 %»

134, T r i p l e  Su p e r p h os p h a t e  Complex L i m i t e d ,  '*Audl  t R e p o r t  1 9 8 2 - 8 3 " . 
( C h i t t a g o n g ) ,  p .  3.
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I n ,  N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d ,  the a u d i t o r  men­

t i o n e d  t h a t  the  l i s t  o f  s l ow  moving  s tock and s p a r e s  had n o t  been

13bp r e p a r e d  by the  manaQ^ment,

Huge q u a n t i t y  o f  slov;  moving  u n s e r v i  c a b l e  m a t e r i a l s  i n v o l v i n g  

a c o n s i d e r a b l e  amount a r e  l y i n g  i n  the  s t o r e  a s  r e v e a l e d  i n  the  

i n v e n t o r y  a t  the  y e a r  end.  These b a l a n c e s  a r e  b e i n g  c a r r i e d  f o r w a r d  

s i n c e  l o n g .  As  a r e s u l t i  u n n e c e s s a r y  b l o c k a b l e  o f  w o r k i n g  c a p i t a l  

f o r  whi ch the  p r o j e c t  management  can c i r c u l a r i s e  a i i  s t  o f  such i t em  

to t h e i r  s i s t e r  c o n c e r n s  thr ough  c o r p o r a t i o n  by whi ch  such i t e m s  may 

g e t  p r o p e r  avenue  f o r  i t s  p r o p e r  u t i l i s a t i o n  and thus  p r o j e c t  can 

r e l e a s e  some f un ds ,

The * a B C  a n a l y s i s  i s  based  on a p r i n c i p l e  known as  " P a r e t o ' s  

Law" .  Thi s  i s  n o t  a new c o n c e p t ,  y e t  i t  has  been o f t e n  o v e r l o o k e d .

In 1896 an I t a l i a n  ec on o mi s t  named W i l f r e d o  P a r e t o  s t a t e d  , a s  a 

g e n e r a l  p r i n c i p l e ,  t h a t  **i n any s e r i e s  o f  e l e m e n t s  to be c o n t r o l l e d ,  

s e l e c t e d  s ma l l  f r a c t i o n s  in t erms  o f  numbers  o f  e l e me n t s  wou l d  a l w a y s  

a c c o u n t  f o r  a l a r g e  f r a c t i o n  in t e r ms  o f  e f f e c t ” .

This method i s  a l s o  known as  a l w a y s  b e t t e r  c o n t r o l  t e c h n i q u e .

Thi s  i s  a p r i n c i p l e  o f  s e l e c t i v e  c o n t r o l .  D i f f e r e n t  m a t e r i a l s  

a r e  g r o up e d  i n t o  t h r e e  d a s s e s * ^ ^ ^

( i )  High p r i c e d  m a t e r i a l  ( a ) ,

C i i )  Medium p r i c e d  m a t e r i a l  ( B ) ,

( i i i )  Low p r i c e d  m a t e r i a l  ( C ) ,

135, N a t u r a l  3as  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " A u d i t  Repo r t  1 9 8 3 - 8 4 * .
(  Fei chugon j  ) , p .  6,

136, T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  " A u d i t  Re po r t  198 5-66_'*, 
(Cii i  t t a g o n g ) , p . 7,

137,  Ni gam,  R, S, , N a r a n g ,  S, P . , and S e h g a l ,  B . C . ,  Advanced  C o s t  ' 
Accoun t i n g . (New De l h i  i S. Chand & Co,  L t d , ,  198 1 ) ,  p ,  59.
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In p h y s i c a l  i n v e n t o r y ,  a d j u s t m e n t  i n  r e s p e c t  o f  n e t  s h o r t a g e

amount ing  to T k . 3 0 , 1 15 . 0 0  ( s h o r t  Tk. 2 , 09 ,  141,00 -  Exces s  r k . 1 , 7 9 ,

026)  f o r  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d  i n  l 9 8 b - 8 6  has  been

made i n  a c c o u n t s  whi ch r e q u i r e d  a p p r o v a l  f rom t he  h i g h e r  a u t h o r i -

138t i e s  c o nc e r n e d .

In TSP Complex ,  on t e s t  p h y s i c a l  v e r i f i c a t i o n  on 24th and 2bth

139
Au g u s t ,  1983,  n o t e d  the f o l l o w i n g  d i f f e r e n c e s i

j Code No. J I tem 

\
_L __________

{ Uni t as  
X p e r  
J Ka r d e x

I U n i t  a s  p e r !  
J p h y s i c a l  |
L _ I

Di f  f e -  } 
r e n c e s  ^

1

} 8 - 1 2 - 1 3 8 s. s. B o l t  & 676 656

1

( 2 0 )
Nu t s

j 14 -08 - 094 Oi 1 t ube  & 74 73 ( 1 )
f &096 P y r o x e  G l a s s

A u d i t o r  f e e l s  t h a t  r e a s o n s  o f  d i f f e r e n c e s  s h o u l d  be a s c e r ­

t a i n e d ,  and f u l l  r e c o n c i l i a t i o n  between s t o r e s  l e d g e r  and f i n a n c i a l  

l e d g e r  s hou l d  be p r e p a r e d  and i t  a p p e a r s  t h a t  t h e r e  was l a ck  o f  

e f f e c t i v e  system o f  i n t e r n a l  c o n t r o l  r e g a r d i n g  s t o r e  a c c o u n t i n g  

which shou l d  be i mp r ov e d .

In TSP Complex ,  C h i t t a g o n g ,  both e x c e s s  and s h o r t  s t o r e s  and  

s p a r e s  were f ound and t he  v a l u e  o f  s h o r t  was  d e b i t e d  to  “ S t o r e  A d j u s t ­

ment A c c o u n t "  and the  v a l u e  o f  e x c e s s  was  c r e d i t e d  to t h e  same a c c o u n t

and the r e s u l t a n t  n e t  s h o r t a g e  t o g e t h e r  w i t h  t h a t  o f  p r e v i o u s  y e a r

140was char ged  to the Income S t a t e me nt  o f  1982- 83  as  shown b e l o w i

138.  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " A u d i t  Re p o r t  1 9 8 5 - 8 6 " .  
( Fenchugan j ) ,  p .  15,

139. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  **Audi  t Re po r t  1 9 8 2 - 6 3 * .  
( C h i t t a g o n g ) ,  p . 2.

140. i b i d . . p . 2.
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Br e ak - up  o f  S t o r e s  A d j u s t m e n t  A c c o u n t

Excess  as  p e r  1981-82 i n v e n t o r y  r e p o r t

Deduct  t S h o r t a g e  as  p e r  1981-82 i n v e n t o r y  
r e p o r t .

Add t E x c e s s  s s  p e r  1982-83 i n v e n t o r y  
r e p o r t .

Deduct  I S h o r t a g e  as  p e r  1982-83 i n v e n t o r y
rep o r  t ,  . . .

D i f f e r e n c e  between s t o r e  l e d g e r
and f i n a n c i a l  l e d g e r .  . . .

N e t  V a l u e  o f  s h o r t a g e

9 , 5 1 , 3 2 4 . 7 4

9, 20,,7 10. 74

30,, 614. 00

19, 56,,48 3. 40

19, 87,, 097. 40

15, 93,, 607. 34

30, 56,, 820. 58

46, 50,, 427. 92

2 6 , 6 3 ,  330 . 52

i t  i s  o b s e r v e d  t h a t  Tk, 1 , 44 ,  328, 00 o f  u s a b l e  s t o r e s  i s s u e d  to 

s t a f f  and wo r k e r s  o f  t he  p l a n t  and o t h e r s  on l oan  b a s i s  up to 3 0 - 6 - 8 6  

f o r  N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d  bu t  t h e i r  a d j u s t m e n t  o r  

s t e p s  f o r  r e c e i v i n g  them back i s  n o t  s a t i s f a c t o r y  and t h e  a u d i t o r  

f e e l  t h a t  the  management  s ho u l d  t a k e  n e c e s s a r y  s t e p s  to t h i s  

r e g a r d .

S t o r e s  i n - t r a n s l t  Tk . 1, 68,  62 , 0  23.00 , r e p r e s e n t  the  e s t i m a t e d  

v a l u e  o f  s t o r e s  m a t e r i a l s  r e c e i v e d  and MRft ha ve  been i s s u e d  t h e r e  

a g a i n s t  but  c o r r e c t  p r i c i n g  o f  such m a t e r i a l s  c o u l d  n o t  be made  

f o r  want  o f  d e t a i l e d  p a r t i c u l a r s  to be f u r n i s h e d  by BCi. C Head O f f i c e .

141, N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  “/tudi t  Re p o r t  1 9 8 5 - 8 6 **.
( F e n c h u g o n j ) ,  p . 24,
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Maximum p o r t i o n  of  such m a t e r i a l s  we r a  S u l p h e r  whi ch  had a l r e a d y

been i s s u e d  f o r  consumpt i on a t  such e s t i m a t e d  p r i c e .  Thus,  t h e r e

i s  e v e r y  p o s s i b i l i t y  o f  u n d e r s t a l  en t  o f  f a c t s  r e l a t i n g  to s t o r e s

which have  a l r e a d y  been consum I n c l u d e d  i n  the  s a i d  amount  t h e r e

a r e  some b a l a n c e s  whi ch a r e  t g a r r i  ed f o r w a r d  s i n c e  l o n g  and

n e e d s  i mmed i a t e  a d j u s t m e n t s ,  n^J i  t o r s  f e e l  t h a t  the  management

s hou l d  p u r s u e  the  concern  d e p a r t me n t  o f  Head O f f i c e  to a d j u s t  the  

142same.

A good stock c o n t r o l  system can r e d u c e  c o s t ,  g e n e r a t e  a d d i t i o n a l

c a p i t a l  and i mp r o v e  r e t u r n  on i n v e s t m e n t .  U n n e c e s s a r y  b u i l d - u p  o f

i n v e n t o r y  i s  a v o i d e d  as  f a r  a s  p r a c t i c a b l e  and a l l  r e q u i r e d  m a t e r i a l

r e s o u r c e s  a r e  made a v a i l a b l e  i n  t ime  and p r o p e r l y  u t i l i s e d ,  r t i th t h i s

end i n  v i e w ,  the  BCIC p r e p a r e d  ' S t o r e  C o n t r o l  Manua l *  b a s ed  on moderf i

c onc e p t  o f  m a t e r i a l  m a n a g e m e n t ............................................................................

. . . t o  p r o v i d e  n e c e s s a r y  t o o l s  and g u i d e l i n e s  f o r  p l a n n i n g  m a t e r i a l s

143
and c o n t r o l l i n g  i n v e n t o r i e s  e f f e c t i v e l y .

For  b e t t e r  i n t e r n a l  c o n t r o l ,  ’’P e r p e t u a l  I n v e n t o r y  System** i . e .

c o n t i n e o u s  p h y s i c a l  v e r i f i c a t i o n  o f  i t e m s  a l l  t he  y e a r  round on

144
t e s t  b a s i s  shou l d  be i n t r o d u c e d  i m m e d i a t e l y .

In TSP Complex L i m i t e d ,  i n  c o u r s e  o f  t h e i r  a u d i t ,  they  f ound

c o n s i d e r a b l e  number  o f  wrong c a s t i n g ,  p o s t i n g  i n  t he  s t o r e  K a r d e x ,

14bstock l e d g e r  and i n  t h e i r  v a l u a t i o n .

142. 1 bi d. . p .  30.

143. Ba ng l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  S t o r e  C o n t r o l  
M a n u a l , Dhaka,  1987.

144. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  "A u d i t  Re p o r t  19B2-83** « 
(Chi t t a g o n g ) ,  p ,  3,

14 5. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  **Audi  t  R e p o r t  1 9 8 0 - 8 1 '*.
( C h i t t a g o n g ) ,  p . 3.
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Urea F e r t i l i z e r  F a c t o r y  L i m i t e d ,  has  j u s t  s t e p p e d  i n t o  Computer  

age .  Need  and i m p o r t a n c e  o f  compute r  i n  i n v e n t o r y  management ,  a c c e e -  

l e r a t e d  c o m p u t e r i s a t i o n  o f  s t o r e  a c c o u n t i n g  system o f  UFFL w i t h  the  

I n t r o d u c t i o n  o f  B r e s l e r ' s  c o d i f i c a t i o n  o f  s t o r e s  which s t a r t e d  i n  

O c t o b e r ,  1982.  Thi s  i s no d o u b t ,  a new c h a p t e r  i n  t he  h i s t o r y  o f  

a c c o u n t i n g  o f  UFFL.  S t o r e  a c c o u n t i n g  so f a r  m a i n t a i n e d  m a n u a l l y  i n  

the f a c t o r y  has  now been c o m p u t e r i s e d  w i t h  e f f e c t  from J u l y ,  1986.

On c omp l e t i on  o f  c o m p u t e r i s a t i o n  o f  t he  s t o r e s  a c c o u n t i n g ,  t h e r e  

woul d  be no r e q u i r e m e n t  o f  ma i n t e n a n c e  o f  s t o r e  l e d g e r ,  S3 Summary

R e g i s t e r  and MRR Summary R e g i s t e r .  A c c o u n t i n g  w i l l  be done  much

, , 146
more a c c u r a t e l y .

One r e s e a r c h  i n  h i s  s tudy  i n  j u t e  i n d u s t r y  i n  B a n g l a d e s h  d e s ­

c r i b e s  t h a t  t he r e  i s  a l a ck  o f  c o s t  c o n s c i o u s n e s s  r e g a r d i n g  i n v e n ­

t o r y  among the o f f i c e r s  and s t a f f s  and t h a t  i n e f f i c i e n t  i n v e n t o r y

147p l a n n i n g  and c o n t r o l  r e s u l t e d  i n  huge  l o s s e s  o f  the  e n t e r p r i s e s .

He a l s o  a r g u e d  t h a t  c o n t r o l  o f  o b s o l e s c e n c e ,  s p o i l a g e ,  c a r r y i n g  

c o s t  and m a i n t a i n i n g  the  i n v e n t o r i e s  i n  a c c o r d a n c e  w i t h  l e v e l s  a r e  

o f  p r i me  i m p o r t a n c e  f o r  p r o f i t a b l e  Use  o f  f unds  t i e d  up i n  i n v e n ­

t o r y .

The C o n t r o l l e r  o f  A c c o u n t s ,  B a n g l a d e s h  Chemi ca l  I n d u s t r i e s  

C o r p o r a t i o n ,  i n  a me e t i n g  o f  Head o f  A c c o u n t s  o f  BCIC E n t e r p r i s e s  

was h e l d  on 22nd and 23rd Sept ember ,  198b i n  Dhaka t o l d  t h a t  o b j e c ­

t i o n s  a r e  a l s o  coming from the a u d i t o r s  f o r  n o t  t a k i n g  the  annua l  

p h y s i c a l  i n v e n t o r y  o f  s t o r e s ,  s p a r e s ,  raw m a t e r i a l s  and f i n i s h e d

146, Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  '*Annua l  Re p o r t  and A c c o u n t s  
198b-a6" ,  ( G h o r a s a l ) ,  p .  14,

147. Mu q t a d e r ,  a . N . M.  A b d u l ,  " I n v e n t o r y  P l a n n i n g  and C o n t r o l  i n  
J u t e  I n d u s t r y  i n  B a n g l a d e s h " ,  U n p u b l i s h e d  P h . D .  T h e s i s *  
U n i v e r s i t y  o f  C h i t t a g o n g ,  C h i t t a g o n g ,  1987,  p , 3 3 B ,
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goods .  To a v o i d  a u d i t  o b j e c t i o n ,  p h y s i c a l  i n v e n t o r y  o f  a l l  

s t o r e s ,  s p a r e s  and a c c e s s o r i e s  i s  a must .  He f u r t h e r  s t a t e d  t h a t  

i n v e n t o r y  o f  s t o r e s  a ^e  g r a d u a l l y  i n c r e a s i n g  i n  many o f  t he  e n t e r ­

p r i s e s  and i t  i s  b l o c k i n g  s c a r c e  fund whi ch n e e d s  to be c o n t r o l l e d .  

The s t o r e s  i n  t r a n s i t  r e g i s t e r  i s  n o t  a l s o  p r o p e r l y  m a i n t a i n e d  i n  

some e n t e r p r i s e s .  He s u g g e s t e d  f o r  p r o p e r  m a i n t e n a n c e  o f  such  

r e g i s t e r  and t i m e l y  a d j u s t m e n t  t h e r e o f .

F i n i s h e d  Urea  were  t h e f t  f rom the godown o f  t he  f a c t o r y  wh i c h  

o c c u r s  o f t e n  and f r e q u e n t l y  and i n  November  1987 i n  t he  Urea  

F e r t i l i z e r  F a c t o r y ,  G h o r a s a l  1,750 b a g s  o f  Ur ea  we r e  t h e f t  

w i t h o u t  any t r a c e ,

217
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Fa c t o r y  o v e r h e a d  c o s t  i s  t he  a g g r e g a t e  o f  f a c t o r y  i n d i r e c t  

m a t e r i a l s ,  i n d i r e c t  l a b o u r  and i n d i r e c t  e x p e n s e  i n c u r r e d  i n s i d e  

a f a c t o r y  and f o r  the  b e n e f i t  o f  m a n u f a c t u r e .

A u s t e r i t y  me a s u r e s  a r e  b e i n g  e x e r c i s e d  to c o n t a i n  u n p r o d u c -

149
ti  V e o v e r h e a d  e x p e n d i t u r e  r e d u c e d  to t he  minimum.

Fa c t o r y  w i s e  p o s i t i o n  o f  f a c t o r y  o v e r h e a d  c o s t  a r e  shown i n  

T a b l e  4,17 whi ch may a l s o  be r e p r e s e n t e d  by Time S e r i e s  ( C h a r t -  

4.  10) .

14B. The D a i l y  I n g i l a b . 11 th June ,  1988,  Dhaka.

149. Ba ng l ad e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "Annu.^1 H e o o r t
1984 - 85“ , ( D h a k a ) ,  p.  13.
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T a b l e  -- 4.  17 

F a c t o r y  Ove r head  C o s t  p e r  MT

P a r t i  c u l  a i s  j 1981­
82

198 2-  j 
83

[ 1983-  j 
84

[ 1984­
85

^Averaga  |

\
A. Urea*  

NGFF 

UFFL 

ZFCL

32 , 62  

32. 58

34. 58 

103. 93

88.  16 

143.08  

123.67

122. 88  

199. 03  

191.  57

155. 05  

8.  39 

10 3 , 01

\
\

8 6 . 6 6  i 

97 . 40  i 

139. 42|

i
i

j B. ISP 1 

j TSPC

! C. Amidonium Sulpha

32. 60 69.  26 118,30 171.  16 88.  82 1 0 7 . 8 3 t

96 , 27  

te 1

139, 94  

7 5. 39

81.  32 

118.26

7 3.96  

183. 52

240 , 14  

207 . 42

i
1 2 6 , 3 2 i 

i 
\ 
I

132.78 i
I

. .  A

1 ■'  .........-  .-irf—

1 NGFF 

1

79,  29

Amoun t i n  Tak a )

R e f e r e n c e i  P r e p a r e d  by the  r e s e a r c h e r  t h r o ug h  A u d i t  R e p o r t s ,
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The f a c t o r y  o v e r h a a d  c o s t  was  n e t t e d  by the  s a l e  p r o c e e d s  o f  

s c r ap  ^  w a s t e  a s  p e r  Head O f f i c e  i n s t r u c t i o n  n o t e d  i n  Memo No ,  BCIC/  

A c c t . / 8 1 2  d a t e d  2 . 6 .  1984 as  f o r  exampl e  o f  TSP Complex  L i m i t e d  

f a c t o r y  o v e r h e a d  c o s t  was  Tk , 39 , 46,  8 13.94 and the amount  was n e t t e d  

by T k . 8 9 , 6 0 4 . 9 2 .

The e x t e r n  a 1 Audi  t o r , m/ s . H o w l a d e r  Yunus & C o . ,  C h a r t e r e d  A c c o u n ­

t a n t s ,  i n  c o u r s e  o f  t h e i r  v i s i t i n g  the  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  

L i m i t e d ,  f o r  the y e a r  198b -86 ,  i n  f a c t o r y  s i t e  they have  n o t i c e d  t h a t  

huge q u a n t i t y  o f  s c r a p s  l i k e  r e j e c t e d  p i p e s ,  m a c h i n e r y  s p a r e s ,  heavy  

b o i l e r  tank e t c .  a r e  l y i n g  a t  the  f a c t o r y  s i t e  i n  the open y a r d .  Mo s t

150. T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  “A u d i t  Hepo r t  1 9 83 - 8 4 * ,
( C h i t t a g o n g ) ,  p . 28.
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o f  them a r e  b e i ng  r u s t e d  g r a d u a l l y .  They s t r o n g l y  f e e l  t h a t  a l l  such  

s c r a p s  have f a i r  ma r k e t  v a l u e  and management  may d i s p o s e  o f f  t he  

same f o r  r e a l i s i n g  v a l u e .  ^^hey have  a l s o  n o t i c e d  t h a t  a huge  quan­

t i t y  o f  Empty Drums o f  s t a n d a r d  s i z e s  a r e  l y i n g  s c a t t e r e d  on the  

d i f f e r e n t  p l a c e s  o f  the f a c t o r y .  Drums a r e  u s u a l l y  p u r c h a s e d  w i t h  

c h e mi c a l s  r e q u i r e d  f o r  p r o d u c t i o n .  C h e mi c a l s  a f t e r  b e i n g  consumed,  

drums become s c r ap  f o r  whi ch p r o p e r  r e c o r d s  a r e  n o t  b e i n g  m a i n t a i n e d  

and s u g g e s t  t h a t  a s e p a r a t e  r e c o r d s  s ho u l d  be m a i n t a i n e d  f o r  such  

empty drums and s t e p s  s ho u l d  be taken to d i s p o s e  o f f  t h e s e  drums a t

a r e g u l a r  i n t e r v a l  i n s t e a d  o f  k e e p i n g  them p i l e d  up o r  s c a t t e r e d
1 jj 1

he r e  and t h e r e  i n  t h e  f a c t o r y  p r e m i s e s .

H.A.  Howe l l  and S. ti, Soucy a r g u e s  t h a t  the  s h i f t  f rom l a b o u r  to

equi pment  c h a r g e s  both the  p r o p o r t i o n  and c h a r a c t e r i s t i c s  o f  the

m a n u f a c t u r i n g  c o s t s  r e f e c t s  a s  l a b o u r  d e c r e a s e s  and o v e r h e a d

152
i n c r ea  s e s .

4 . 0 7 . 0 6  ADMINI STh^rtTIVE OVEHH£a D COST

A d m i n i s t r a t i v e  o v e r h e a d  r e f e r s  to the  c o s t  o f  f o r m u l a t i n g  the  

p o l i c y ,  d i r e c t i n g  the o r g a n i s a t i o n  and c o n t r o l l i n g  the  o p e r a t i o n s  

o f  an u n d e r t a k i n g .

The p o s i t i o n  o f  a d m i n i s t r a t i v e  o v e r h e j d  c o s t  a r e  shown i n  Ta b l e -  

4 , 18  which may a l s o  be r e p r e s e n t e d  by Time S e r i e s  ( Cha r t - 4,  11 ) ,

151. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d ,  **Audi  t Re p o r t  1 9 8 5 - 8 6 * .
( F e n c h u g o n j ) ,  p . 2.

152,  Ho w e l l ,  Robe r t  A,  and Soucy,  Stephen R. , ' •Cost  A c c o u n t i n g  i n  
the New M a n u f a c t u r i n g  En v i r o n me n t " ,  Management  A c c o u n t i n g .
(NJ;  Mo n t v a l e *  N a t i o n a l  A s s o c i a t i o n  o f  A c c o u n t a n t s ,  V o l . L X I X ,
N o . 2, A u g u s t  1987 ) ,  p . 44,
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I f lble -

A d m i n i s t r a t i v e  Ov e r h e a d  Co s t
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R e f e r e n c e i  P r e p a r e d  by the  r e s e a r c h e r  t h r o u g h  A u d i t  R e p o r t s .
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Cos t  o f  r unn i n g  the a d m i n i s t r a t i o n  has i n c r e a s e d .  In r e c e n t  

t i mes ,  o f f i c e  have  become o v e r s t a f f e d  and i n c i d e n t a l  e x p e n s e s  have  

i n c r e a s e d  u n h i n d e r e d .  P e o p l e  have  n o t  been t r a i n e d  to become c o s t  

min ded.

In TSP Complex L i m i t e d ,  a d m i n i s t r a t i v e  o v e r h e a d  f o r  1933-84

was i k . 86,  20 ,9 14.98 . As  p e r  r e s o l u t i o n  o f  the  c o mp a ny ' s  Boa rd  o f

D i r e c t o r s  m e e t i n g ,  Tk. 1, 50 , 000 . 000  o f  a d v a nc e  to E x - E mp l o y e e s  and

153T k . 1 6 , 704 . 91  o f  s t o r e s  i n  t r a n s i t  we r e  p r o v i d e d  f o r .

P u b l i c  u n d e r t a k i n g s  u s u a l l y  s u f f e r s  from o v e r - s t a f f i n g .  As a 

r e s u l t ,  the o v e r h e a d  o r  f i x e d  e x p e n s e s  a r e  d i s p r o p o r t i o n a t e  to the  

v a l u e  o f  the  o u t p u t .

Much a t t e n t i o n  has  been g i ven  i n  r e c e n t  y e a r s  to a s e r i e s  o f  

e s s a y s  i n  book form,  P a r k i n s o n ' s  Law by P r o f e s s o r  C, ^ o r t h c o t e  

P a r k i n s o n ,  The theme o f  the book i s  t h a t  work t e n d s  to f i l l  up t he  

a l l o t t e d  t ime o f  a l l  p e o p l e  do i ng  i t .  E.V.  G r i l l s  e mp h a s i s e d ,  i n  

h i s  book on t e c h n i q u e s  f o r  the c o n t r o l  o f  the  work o f  an o f f i c e  

o r g a n i z a t i o n  and have  p r e s e n t e d  t e c h n i q u e s  f o r  i m p r o v i n g  t he  e f f e c ­

t i v e n e s s  o f  o f f i c e  o p e r a t i o n s ,  r e d u c i n g  c o s t s  and e l i m i n a t i n g  any

IbS)u n n e c e s s a r y  o p e r a t i o n s .

P r o p e r  i n s p e c t i o n  n o t  o n l y  m a i n t a i n s  a good q u a l i t y  o f  t he  p r o d u c t  

but  a l s o  i t  h e l p s  to out  down the c o s t  o f  the m a n u f a c t u r e  o f  t he  p r o -  

duc t .^^^________________________________________________________________________________________

153, T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  " A u d i t  r l epor t  198 3 - 8 4 **, 
( C h i t t a g o n g ) ,  p .  28,

154,  A f z a l ,  Md. r tnwarul ,  " D i a g n o s i s  and Remedies  i The P u b l i c  S e c t o r  
S i c k n e s s " ,  The Ba n g l a d e s h  O b s e r v e r . ( D h a k a ) ,  8 th  F e b r u a r y ,  1987,

155, G r i l l o ,  Elmer  V . ,  C o n t r o l  T e c h n i q u e s  f o r  O f f i c e  E f f i c i e n c y .
(New i forki  M c G r a w - H i l l  Book Company,  1 9 6 3 ) ,  p .  56.

156, M a l l i k ,  Enayet  H. ,  "The Need  Func t i on  o f  I n s p e c t i o n  i n  I n d u s t r y * ,  
tAanaaement De v e l o p me n t . ( Dhaka*  B a n g l a d e s h  Management  De v e l opme nt  
Cen t r e , 197 2 ) ,  p ,  30.
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I t  r e q u i r e s  the c o n t r o l  o f  c l e r i c a l  c o s t  and the c l e r i c a l  c o s t  

c o n t r o l  programme i s  a s u p e r v i s o r y  t o o l  f o r  g e t t i n g  a f a i r  day^  

work f o r  a f a i r  d a y ' s  p a y ,  ^he b e s t  we cou l d  d e v i s e  f o r  the mea­

surement  o f  c l e r i c a l  o u t p u t  which r e q u i r e  c o n t r o l  o f  c l e r i c a l  c o s t s  

i s  o b v i o u s .  I t  i s  j u s t  a s  n e c e s s a r y  as  the c o n t r o l  o f  p r o d u c t i o n  

c o s t s .  C l e r i c a l  c o s t s  can be c o n t r o l l e d  on any r o u t i n e ,  r e p e t i t i v e  

wor k .

4 , 0 7 . 0 7  SELLING a N D DISTRIBUTION C03T

S e l l i n g  and d i s t r i b u t i o n  c o s t s  a r e  c o s t s  whi ch a r e  i n c u r r e d ,  

a f t e r  the  goods  a r e  i n  a s a l e a b l e  c o n d i t i o n ,  to r e a c h  them i n t o  the  

hands  o f  the cus t omer s  and a l s o  to m a i n t a i n  and c r e a t e  demand f o r  

the p r o d u c t .

The measurement  o f  m a r k e t i n g  c o s t s  i s  v e r y  d i f f i c u l t  b e c a u s e

i t  i s  hard  to a l l o c a t e  the  c o s t s  o f  a s a l e s  p e r s o n  o r  a a d v e r t i s i n g

158
campaign to a p a r t i c u l a r  b r and  o r  cus t omer .  R e c e n t l y  g r e a t

a t t e n t i o n  has been made to the  c o n t r o l  o f  s e l l i n g  and d i s t r i b u t i o n  

c o s t s .

Co s t  Cont r o l  i s  more d i f f i c u l t  i n  t he  f i e l d  o f  m a r k e t i n g  than

i n  m a n u f a c t u r i n g  b e c a u s e  o f  the  l a c k  o f  r e p e t i t i v e n e s s  and t he  l a c k

159
o f  c o n s i s t e n c y  i n  d i s t r i b u t i o n  o p e r a t i o n s ,

157, G o r d e r ,  H, F, Van,  " C l e r i c a l  C o s t  Cont r o l * * ,  NrtC/i B u l l e t i n ,
(USAi  N a t i o n a l  A s s o c i a t i o n  o f  Co s t  A c c o u n t a n t s *  1947 ) ,

158,  B h a t t a c h a r j  ee ,  H a r i p a d a ,  " D i s t r i b u t i o n  C o s t  A c c o u n t i n g  -  A n a l y ­
s i s  and Measur ement  T e c h n i q u e s " ,  The B a n g l a d e s h  A c c o u n t a n t , 
(Dhaka> ^he I n s t i t u t e  o f  C h a r t e r e d  A c c o u n t a n t s  o f  B a n g l a d e s h ,  
1986) ,  p . 32,

159, K e l l y ,  £ , W, ,  " M a r k e t i n g  Ne ed s  C o s t  C o n t r o l ” , The Con t r o l l g j , 
( The  C o n t r o l l e r s  I n s t i t u t e  o f  A m e r i c a ,  1953 ) ,  p . 630.
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The f e r t i l i z e r  f a c t o r i e s  a r e  to p r o d u c e  f e r t i l i z e r  and the  

Bang l adesh  A g r i c u l t u r a l  Deve l opment  C o r p o r a t i o n  (BADC)  i s  e n t i r e l y  

r e s p o n s i b l e  f o r  the  ma r k e t i n g  f u n c t i o n .

In 1977 and e a r l y  1978 the  Government  o f  B a n g l a d e s h ,  B a n g l a ­

desh A g r i c u l t u r a l  Deve l opment  C o r p o r a t i o n  (BADC)  O f f i c e r s *  and US 

Agency f o r  I n t e r n a t i o n a l  Devel opmen t (USAl D) h e l d  s e v e r a l  m e e t i n g s  

on methods  i mp r o v e  the f e r t i l i z e r  m a r k e t i n g  sys t em.  The p u r p o s e  

was to i n c r e a s e  f e r t i l i z e r  u s e  on an e q u i t a b l e  b a s i s  t h r o u g h o u t  

the B a n g l a d e s h .  C o n s u l t a n t  s e r v i c e s  a r e  b e i n g  p r o v i d e d  by the  

I n t e r n a t i o n a l  F e r t i l i z e r  De ve l opme nt  C e n t e r  ( I F D C )  to a s s i s t

BA DC. 160

However ,  f a c t o r i e s  a r e  a l s o  s pe n d i ng  some amount  on t h i s  head .

As  p e r  a u d i t e d  a c c o u n t s  o f  the N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y

L i mi t e d  f o r  the y e a r  198b -86 ,  s c h e d u l e  o f  s e l l i n g  and d i s t r i b u t i o n

16 1
ex p e n s e s  a r e  a s i

( Amount  i n  Taka)

Heads  o f  Ac c o u n t 1 iI Ammoni um 
S u l o h a t e

[ 1. Lo ad i n g  Expen s es 2, 39,0 30.  17 19, 542.  11 I
1 2. S t oc k i n g  Expenses 1 , 7 4 , 9 3 3 . 6 1 19 , 825 .  26

i 3. M i s c e l l a n e o u s  Expenses 12, 502.  10 -

1 Ma i n t .  o f  Loco Engine 4 , 9 6 , 7 9 1 . 3 3 -

I
T o t a l  1 9,  23,  257.  21 39,  367.  37

160.  I n t e r n a t i o n a l  F e r t i l i z e r  Deve l opme nt  C e n t e r ,  The E v a l u a t i o n  
o f  the B a n g l a d e s h  New M a r k e t i n g  Sys t em” , A l a b a ma ,  1982,  p . 9 «

161. N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  "A u d i t e d  A c c o u n t s
198 b -86 ( Fen chugon j ) , p .  19.
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I t  a p p e a r s  from the a bove  f i g u r e s  t h a t  t h e r e  i s  no u n i f o r m i t y  

i n  the c hang i ng  p a t t e r n  o f  the  s a i d  c o s t .

There  i s  e v i d e n c e  t h a t  a good  many compani es  have  e f f e c t e d  

s u b s t a n t i a l  s a v i n g s  and have  enhanced  t h e i r  p r o f i t s  c o n s i d e r a b l y  

as  a r e s u l t  of  c o n c e r t e d  e f f o r t s  to d i r e c t  d i s t r i b u t i o n  a c t i v i t i e s  

i n  the  most  a p p r o p r i a t e  c h a n n e l s  and to c a r r y  thefn o u t  w i t h  maximum 

e f  f i  ci en cy.

A l e a d i n g  management  a c a d e mi c i a n  and c o r p o r a t e  e x e c u t i v e  o f  

I n d i a  a r g u e s  t h a t  s i n c e  a m a j o r  p r o p o r t i o n  o f  t he  t o t a l  e x p e n s e s  

o f  a company i s  i n c u r r e d  f o r  i t s  m a r k e t i n g  o p e r a t i o n s ,  i t  i s  i m p o r ­

t a n t  t h a t  the  ma r k e t i n g  e x e c u t i v e s  keep  a l l  t h e i r  e x p e n s e s  u n d e r  

c o n t i n u o u s  wat ch .  He a l s o  p o i n t e d  out  t h a t  t h e r e  a r e  some u s e f u l  

p r i n c i p l e s  and t e c h n i q u e s  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  whi ch  

woul d  s t a nd  them i n  good s t e a d  i n  t h e i r  e f f o r t s  i n  m i n i m i s i n g  the  

m a r k e t i n g  c o s t s  and e x p e n s e s .

4 . 0 7 . 0 8  INSUt^rtNC£ COST

I n s u r a n c e  on f i x e d  a s s e t  i s  a f i x e d  c o s t  and t h a t  on s tock  i s  

v a r i a b l e  c o s t  but  c o v e r a g e  i s  taken f o r  d e f i n i t e  p e r i o d  d u r i n g  whi ch  

volume o f  s tock  may change .  Hence ,  t h e r e  i s  economy o f  s c a l e  o f  

o p e r a t i o n ,  i f  o p e r a t e d  b e l ow  a t t a i n a b l e  l e v e l ,  i n s u r a n c e  c o s t s  g e t s  

d i s t r i b u t e d  o v e r  s m a l l e r  o u t p u t  and as  a r e s u l t  p e r  ton i n s u r a n c e  

c o s t s  g e t s  h i g h e r .

162 , B e c k e t t ,  John A . ,  " The  A r t  and t he  S c i e n c e  o f  D i s t r i b u t i o n
C o s t i n g " ,  NACA B u l l e t i n . ( USAi  N a t i o n a l  A s s o c i a t i o n  o f  C o s t  
Accountan  t  s^ I 9 5 l )  , ^ 6  14,

163 , C h a t t e r j e e ,  B . K . ,  M a r k e t i n g  Ma na g e me nt . ( Bombay*  J a i c o  P u b l i ­
s h i ng  House,  1982 ) ,  p . 413.
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The p o s i t i o n  o f  i n s u r a n c e  c o s t  a r e  shown i n  T a b l e - 4 , 2 0  which may 

a l s o  be r e p r e s e n t e d  by Time S e r i e s  ( C h a r t - 4 , 1 3 ) ,

I n s u r a n c e  Co s t

1 P a r t i c u l a r s 1981-  \ 1982-  1 
52 _ \ 8 3

I 198 3-  1 
84

t 1984-  ! 
85

[ 1984-  ! 
86 A v e r a g e

* A.  Ur ea *

\ NGFF 

}  UFFL 

1 ZFCL

j B. TSPi  

i TSPC

J C. Ammonium S u l o h a t  

ji NGFF

5. 29 3.88 3. 13 

3 . 73  

32.70

3 , 65  

2, 36 

31,  31

3.87  

3 , 74  

44,  18

I
3 . 96

1.97  

36,06

2 . 6b 1.94 13, 19 12.44 17,26 14,00

9 . 69

e*
j 0 ,  35

13.28 ! 12 . 85
f

0 . 3 3  ; 2.18

21,  29 

1. 14

12, 13 

1.70

13 , 85  \ 
\ 
\

1.14 \ 

i

3 0

20

10

Re f e r e n c e *  P r e p a r e d  by the r e s e a r c h e r  t h r o ug h  A u d i t  R e p o r t s .

A n n o M U h  
■ s u l p h a t f

00
I

T—
00

c*oo Oo
«T>

ZCO

YEAti

CHAP-T 4 m3

RJejJ-<.KemĴ e a T<>45JLe -  4 ' 2 .0
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D e p r e c i a t i o n  a c c o u n t i n g  i s  f u l l  o f  c o m p l e x i t y ,  both a t  the  

l e v e l  o f  t he o r y  and a t  the l e v e l  o f  p r a c t i c e ,

In B a n g l a d e s h ,  d i f f e r e n t  i n d u s t r i e s  f o l l o w  d i f f e r e n t  met hods  

o f  c h a r g i n g  d e p r e c i a t i o n  a c c o r d i n g  to t h e i r  ov/n c h o i c e  and t h i s  

i n c o n s i s t e n c y  makes  t he  c o m p a r a b i l i t y  o f  f i n a n c i a l  s t a t e m e n t  d i f f i ­

c u l t .  For  i n s t a n c e  a l l  t he  M i l l s  u n d e r  B a n g l a d e s h  T e x t i l e  M i l l s  

C o r p o r a t i o n  and A l b e r t  Da v i d  ( B a n g l a d e s h )  L i m i t e d ,  f o l l o w  r e d u c i n g  

b a l a n c e  method o f  c h a r g i n g  d e p r e c i a t i o n .  But a t  the  same t i me  a l l  

the M i l l s  unde r  Ba n g l a d e s h  J u t e  M i l l s  C o r p o r a t i o n  u s e  s t r a i g h t  l i n e  

method o f  c h a r g i n g  d e p r e c i a t i o n ,  t he  B a n g l a d e s h  Tobacco  Company 

( BTC)  u s e s  r e d u c i n g  b a l a n c e  method and a t  the same t ime  c r e a t e s  

r e s e r v e  to r e p l a c e  the f i x e d  a s s e t s .  The o n l y  o r g a n i s a t i o n ,  th®  

P h i l i p s  ( B a n g l a d e s h )  L i m i t e d  c h a r g e s  d e p r e c i a t i o n  on t he  b a s i s  o f  

r e p l a c e me n t  c o s t .

I t  has  been o b s e r v e d  by t he  B a n g l a d e s h i  a c a d e m i c i a n  t h a t  t he  

c h a r g e  o f  d e p r e c i a t i o n  i n  B a n g l a d e s h  J u t e  M i l l s  C o r p o r a t i o n  i s  made  

on the  b a s i s  o f  s t r a i g h t  l i n e  method ,  r a t e s  f o r  wh i ch  a r e  f i x e d  

d i f f e r e n t l y  f o r  v a r i o u s  a s s e t s ,

In the f e r t i l i z e r  f a c t o r i e s ,  d e p r e c i a t i o n  c o s t  f o r  f i x e d  a s s e t s  

p e r  MT a r e  shown be l ow ( T a b l e - 4 , 2 1 )  wh i ch  can a l s o  be r e p r e s e n t e d  by 

Time S e r i e s  ( Cha r t - 4,  14)  .

2 2 8

4 , 0 7 , 0 9  D E P H E C I A T I O N  C C S T

164, Sen,  D i l i p  Kumar,  " D e p r e c i a t i o n  A c c o u n t i n g  i I s  i t  a P r ob l e m f o r  
Re se a r c h  i n  a D e v e l o p i n g  Count r y  l i k e  B a n g l a d e s h ? ” The A c c o u n t a n t  
( Dhaka*  B a n g l a d e s h  C n a r t e r e d  A c c o u n t a n c y  C h a t r a  P a r i  shad ,  1986)  ,
p , 34 ,

165, Salatn,  Md, Abdus ,  '*In f l a  ti  o n - Th e  G r e a t  P rob l em* ' ,  The A c c o u n t a n t .
( Dhaka*  B a n g l a d e s h  C h a r t e r e d  A c c o u n t a n c y  C h a t r a  Pa r i  s a d , 1980)  ,
p.  14.

166, Husa i n ,  Syed Masud.  "An A n a l y s i s  o f  the  D e p r e c i a t i o n  C o s t  i n  
Ba n g l a d e s h  J u t e  M i l l s  C o r p o r a t i o n " ,  The Dhaka U n i v e r s i t y  S t u d i e s . 
P a r t - C . ( Dhaka*  1 985 ) ,  p . 29.
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T a b l e  -  4 . 21  

D e p r e d a t i o n  C o s t
( C o s t  p e r  tiAT i n  Taka )

1  P a r t i  c u l a r s 198 1- 
82

1982-
83

1983-  j  
84

I 1984-  
85

1985-  !  
86.

|Average  |

{  A. Ur ea i  

j NGFF 

I NFFL  

I ZFCL

418.61

310.92

399.  39 

148.89

322.09

166.04

1,157.01

38 2 .9  5 

330.67  

1^0 1,99

7 28.  57 

490 .99  

1;d9 6 . 8 9

\

4 5 0 . 32j

289.  50 i 
\

l /118.63i
........ .  i

364.77 27 4, 14 548 .38 7 38. 54 9 38 . 8 2 7 19 .48  j

{  B. ,T,5P.i 

\ TSPC

J C* Ammonium Su l oha t '  

I  NGFF

81

129.00

267.99  

11b. 29

2 9 3 . 32  

9 5 . 7 6

514.30  

191.09

386 .96  

30 3 .78

iI
29 2. 51 \ 

\ 
\

1 66 . 9 8 i  
i

Re f e r e n c e s  P r e p a r e d  by the  r e s e a r c h e r  t h r o u g h  A u d i t  R e p o r t s .

vl»
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I  S-

I  &

. i
D  xo >  
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^ 1  i
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A l l  t he  e n t e r p r i s e s  o f  the  B a n g l a d e s h  Chemi ca l  I n d u s t r i e s  

C o r p o r a t i o n  i n c l u d i n g  f e r t i l i z e r  s e c t o r ,  d e p r e c i a t i o n  i s  c a l c u l a t e d  

on s t r a i g h t  l i n e  method on v a r i o u s  f i x e d  a s s e t s .  However ,  y e a r l y  

r a t e  o f  d e p r e c i a t i o n  i n  r e s p e c t  o f  p l a n t  and ma c h i n e r y  has  been  

cha r g ed  from 10J)S to 1 \ %  as  to m a i n t a i n  u n i f o r m i t y  i n  the  r a t e  o f  

d e p r e c i a t i o n  w i t h  o t h e r  f e r t i l i z e r  f a c t o r i e s  o f  BCIC as  p e r  p o l i c y  

o f  the  a u t h o r i t y  v i d e  t h e i r  Memo no ,  BCI C/a cctts ./^^t^1— 90 1 / 118/b9 

d a t e d  12. 11. 1985 wi t h  e f f e c t  f rom t he  y e a r  1 9 8 5 - 8 6 , ^ ^ ^

D i f f e r e n t  f a c t o r i e s  me n t i o n e d  t h e i r  c a u s e s  o f  i n c r e a s e d  d e p r e ­

c i a t i o n  a SI

In UFFL,  d e p r e c i a t i o n  c o s t  we r e  Tk . 766 .  31 l a c s  and T k , l , b 0 5 , 8 3  

l a c s  i n  1984-85 and 1985-86 r e s p e c t i v e l y .  Tha t  i s  d e p r e c i a t i o n  c o s t

i n c r e a s e d  by T k . 7 3 9 . 5 2  l a c s  i n  1985 - 86  and t h i s  i n c r e a s e  we r e  m a i n l y

 ̂ 168 du e to »

( i )  D e p r e c i a t i o n  c h a r g e  amount i ng  to  T k . 528. 88  l a c s  on the  

c a p i t a l i z e d  amount due to e x c ha ng e  r a t e  f l u c t u a t i o n  o f  f o r e i g n  

c u r r e n c y  as  f o l l o w s *

C a p i t a l i z e d  f o r  Yen c r e d i t  -  T k . 6,  378. 00 l a c

C a p i t a l i z e d  f o r  IDA c r e d i t  -  Tk. 6 7 3 . 7 2  "

T k . 7 , 0 5 1 .  52

D e p r e c i a t i o n  c h a r g e d  @ 7 , ^ %  -  Tk. 528, 88  "

( i i )  B a l a n c e  d e p r e c i a t i o n  was c h a r g e d  on the  c a p i t a l i z e d  a s s e t s  

o f  R e h a b i l i t a t i o n  Scheme,  whi ch was  n o t  c h a r g e d  i n  t h e  p r e v i o u s  y e a r ,

167, Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  **n n n u a l  R e p o r t  and A c c o u n t s  
1985-36* ' . ( G h o r a s a l ) ,  p . 30.

168. I bl d. . p .  12.
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In NGFF,  a u d i t o r s  ment i one d  t h a t  due to d e v a l u a t i o n  o f  f o r e i g n

c u r r e n c y  the  volume o f  d e p r e c i a t i o n  on r e s p e c t i v e  a s s e t s  had a l s o

169
been i n c r e a s e d  r e m a r k a b l y .

L e t  us have  a l ook on the a u d i t o r s  o p i n i o n s i

A l t h o u g h  t h e r e  i s  a f i x e d  a s s e t  r e g i s t e r ,  no e n t r y  ha s  been 

r e c o r d e d  i n  the r e g i s t e r  s i n c e  I960.  P h y s i c a l  i n v e n t o r y  o f  f i x e d  

a s s e t s  has  n o t  been c o nd uc t e d  on 30th June  1977,  The r e a s o n s  f o r  

no t  c o nd u c t i n g  the p h y s i c a l  i n v e n t o r y  a r e  n o t  c l e a r  to us  when an 

i n v e n t o r y  o f f i c e r  has been a p p o i n t e d  as  e a r l y  as  i n  1974 f o r  t h i s  

p u r p o s e .  In the  a b s e n c e  o f  f i x e d  a s s e t  r e g i s t e r  and p h y s i c a l  i n v e n ­

t o r y  i t  was n o t  p o s s i b i e  f o r  us  to v e r i f y  the  f i x e d  a s s e t s .  We 

f e e l  t h a t  ma i n t e n a nc e  o f  f i x e d  a s s e t  r e g i s t e r  and p h y s i c a l  i n v e n t o r y  

i s  r e g a r d e d  as  p a r t  o f  i n t e r n a l  c o n t r o l  and i t  s ho u l d  be i n s u r e d  

t h a t  t h i s  i s  done in f u t u r e ,

The company ' s  o l d  f u r n i t u r e  a r e  now b e i n g  u s e d  by the  o f f i c i a l s  

o f  the f a c t o r y  a t  t h e i r  r e s i d e n c e  w i t h o u t  p a y i n g  any r e n t  f o r  such  

Use.  The r e  i s  n e i t h e r  any l i s t  o f  t h e s e  f u r n i t u r e  n o r  any o f f i c e  

o r d e r  recommending such use .  The u s e r s  o f  t h e s e  f u r n i t u r e  have  

r e f u s e d  to pay any r e n t  f o r  t he  u s e  o f  t h e s e  f u r n i t u r e  on the g r o u n d s  

t h a t  most  o f  the  f u r n i t u r e  a r e  i n  damaged c o n d i t i o n s .  Fans  a r e  now 

b e i ng  used  by the o f f i c i a l s  o f  the f a c t o r y  a t  t h e i r  r e s i d e n c e  a l s o  

w i t h o u t  p a y i n g  any c h a r g e .

231

169. N a t u r a l  Gas F e r t i l i  z e r Fa c to ry Li  mi t e d , "Audi  t Reoo r t 1 985 - 86 * .
( Fen c h u g o n j ) , p . 13.

170. N a t u r a l  Gas F e r t i  l i  z e r Fa c to ry Limi  t e d , "Audi  t Repo r t 1 9 7 6 - 7 7 - ,
Fen c h u g o n j , S y l h e t ,  p . 3.

17 1. N a t u r a l  Gas Fe r  l i  z e r Fj  c t o r y Li mi t ed  y "rtudi t Reoo r t 1 9 8 3 - 8 4 " ,
Fe nchugon j ,  Syl l  t, p . 6,
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No p h y s i c a l  i n v e n t o r y  o f  f i x e d  a s s e t s  has  been c a r r i e d  o u t  by 

the management on 30th J u ne ,  1984.

In some c a s e s  I d e n t i f i c a t i o n  mar ks  we r e  n o t  a v a i l a b l e  on t he  

body o f  the  f i x e d  a s s e t s .

17 2No r e g i s t e r  has  been m a i n t a i n e d  f o r  l o o s e  t o o l s .

No p h y s i c a l  i n v e n t o r y  o f  f i x e d  a s t f t t s  had been c a r r i e d  o u t  by 

the  maf*agement . as  on 30th June ,  1986,  A s  such we c o u l d  n o t  a s c e r ­

t a i n  whether  the  a s s e t s  shown a s  p e r  books  we r e  p h y s i c a l l y  e x i s t  on

17 3
t h a t  d a t e .

2 3 2

Dur ing  t he  c o u r s e  o f  o u r  a u d i t  we o b s e r v e d  t h a t  t h e  p h y s i c a l  

i n v e n t o r y  o f  f i x e d  a s s e t s  was n o t  c a r r i e d  o u t  s i n c e  i n c e p t i o n  o f  the  

p r o j e c t .  We s u g g e s t  a p h y s i c a l  i n v e n t o r y  o f  a l l  c o u n t a b l e  f i x e d  

a s s e t s  s ho u l d  i m m e d i a t e l y  be c a r r i e d  o u t  to t r a c e  o u t  the l o s s e s  and  

damages o f  a s s e t s ,  i f  any .  P h y s i c a l  i n v e n t o r y  o f  f i x e d  a s s e t s  s h o u l d  

a l s o  be c a r r i e d  out  a t  each y e a r  end and p h y s i c a l  b a l a n c e s  be r e c o n ­

c i l e d  w i t h  book b a l a n c e s .

We a l s o  s u g g e s t  to  m a i n t a i n  t he  f i x e d  a s s e t s  r e g i s t e r  i n c l u d i n g  

p l a n t  r e g i s t e r  up to d a t e  i n c o r p o r a t i n g  t h e r e i n  t h e  ade - quate  p a r t i c u ­

l a r s  which on c o m p i l a t i o n  s hou l d  a g r e e  w i t h  t he  f i g u r e s  i n  t he  s c h e ­

d u l e s  o f  f i x e d  a s s e t s . ^ ^

172* N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  "A u d i t  R e p o r t  1 9 8 3 - 8 4 * .  
Fe nchugon j ,  S y l h e t ,  p .  26,

173. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  U m i t e d ,  "A u d i t  R e p o r t  1 9 8 5 - 8 6 * .  
Fe nchugon j ,  S y l h e t ,  p .  13,

174, TSP Complex L i m i t e d ,  " A u d i t  Re p o r t  1 9 8 0 - 8 1 **. N o r t h  P o t e n g a ,
C h i t t a g o n g ,  p .  11. , '
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The company d i d  n o t  m a i n t a i n  any f i x e d  a s s e t s  r e g i s t e r  f rom 

the  i n c e p t i o n  o f  the company n o r  we r e  a s s e t s  p h y s i c a l l y  v e r i f i e d  by 

t he  managaiDent a t  t he  y e a r  end e x c e p t  some f u r n i t u r e  i n  the  o f f i c e  

and as  s t c h  c o s t s  a p p e a r i n g  i n  the  a c c o u n t s  c o u l d  n o t  be l i n k e d  up.

In o u r  o p i n i o n ,  f o r  the  sake  o f  i n t e r v a l  c o n t r o l ,  c o mp l e t e  

p h y s i c a l  i n v e n t o r y  o f  t he  f i x e d  a s s e t s  s ho u l d  be t aken a t  c o n v e n i -  

ent  i n v e r v a l s  and a c o mp r e h e n s i v e  F i x e d  A s s e t s  R e g i s t e r  s h o u l d  be  

m a i n t a i n e d  w i t h  i d e n t i f i c a t i o n  marks  on r e l e v a n t  a s s e t s * ^ ^ ^

V4e have  been i n f o r m e d  t h a t  F i x e d  A s s e t s  R e g i s t e r s  o f  t h e  company  

a r e  n o t  u p d a t e d  as  the  works  o f  w r i t i n g  up t he  s a i d  r e g i s t e r s  a r e  

b e i n g  made by M/S,  H o w l a d e r  Yunus  & C o . ,  C h a r t e r e d  A ccoun tan t s .

D e p r e c i a t i o n  i s  a f i x e d  c o s t  and t h e r e f o r e  p e r  MT d e p r e c i a t i o n  

c o s t  g e t s  l o w e r e d  when c a p a c i t y  u t i l i s a t i o n  i s  enhanced and p l a n t s  

a r e  o p e r a t e d  i n  m u l t i p l e  s h i f t s .  As  s t a t e d  e l s e w h e r e ,  c u r r e n t l y  a 

b i g  chunk o f  o p e r a b l e  c a p a c i t y  I s  k e p t  i d l e  and a t t a i n e d  e f f i c i e n c y  

o f  p r o d u c t i o n  l e v e l  i s  much b e l o w  the  a t t a i n a b l e  l e v e l .  A p p a r e n t l y ,  

a u s e f u l  way to r e d u c e  c o s t  i s  to p r o mot e  f i x e d  a s s e t  u s e  i n t e n s i t y  

whi ch i s  l ow now.

Fi xed  A s s e t  R e g i s t e r  though i  s an i m p o r t a n t  document  f o r  the  

management  was  n o t  m a i n t a i n e d  s y s t e m a t i c a l l y  by the  e n t e r p r i s e s .  The 

c o r p o r a t i o n  took i mme d i a t e  s t e p s  and i n t r o d u c e d  f i x e d  a s s e t s  r e g i s t e r  

i n  the  e n t e r p r i s e s  from whi ch the  p a r t i c u l a r s  o f  a s s e t s  l i k e  o r i g i n a l

c o s t ,  a d d i t i o n ,  l o c a t i o n  and s u b s e q u e n t  d i s p o s a l ,  i f  any  e t c .  c o u l d

w  ̂ , 177be seen a t  a g l a c e  now.

175,  TSP Comp 1 ex. Li mi t e d , " A u d i t  R e p o r t  1 9 8 4 - 8 5 **. N o r t h  P o t e n g a ,
Chi t t a g o n g ,  p . 15.

176* TSP Complex L i m i t e d ,  " A u d i t  R e p o r t  1 9 8 5 - 8 6 " ,  N o r t h  P o t e n g a ,  
C h i t t a g o n g ,  p . 2 .  '

177, Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  B C I C * . 
( D h a k a ) ,  pp .  22 - 23 .
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The management  o f  ma c h i ne ,  a l s o  c a l l e d  m a i n t e n a n c e  management ,

178
i s  a c o n t i n u o u s  and p l a n n e d  Job .

The C o n t r o l l e r  o f  A c c o u n t s  o f  BCIC,  s a i d  i n  a m e e t i n g  o f  Head  

o f  A c c o u n t s  o f  BCIC E n t e r p r i s e s  h e l d  on 22nd and 23rd Se p t e mb e r ,

1985 i n  Dhaka t h a t  o b j e c t i o n  r a i s e d  by t he  a u d i t o r s  f o r  n o t  ma i n ­

t a i n i n g  P l a n t  R e g i s t e r  and n o t  c a r r y i n g  o u t  p h y s i c a l  i n v e n t o r y  o f  

F i xe d  A s s e t s  woul d  d e f i n i t e l y  be v i e w e d  s e r i o u s l y  by t h e  g o v e r n me n t  

a g e n c i e s .  He s u g g e s t e d  t h a t  the  e n t e r p r i s e s  who had n o t  y e t  u p d a t e d  

t he  P l a n t  R e g i s t e r  and F i x e d  A s s e t s  R e g i s t e r  s h o u l d  i m m e d i a t e l y  

a r r a n g e d  u p d a t i n g  o f  t he  same which wo u l d  a l s o  h e l p  i n  t a k i n g  Annua l  

P h y s i c a l  I n v e n t o r y ,

2 3 4

4 . 0 7 , 1 0  INTEREST AND FINANCIAL COST

I n t e r e s t  and f i n a n c i a l  c o s t  p e r  MT o f  U r e a ,  TSP and Ammonium 

S u l p h a t e  a r e  shown i n  T a b l e - 4 , 2 2  whi ch may a l s o  b e  r e p r e s e n t e d  by 

Time S e r i e s  ( C h a r  t - 4 .  15)  .

178,  The B/inqladesh O b s e r v e r , ' •Ma intenance  Management ,  E d i t o r i a l ,  
( D h a k a ) ,  December  3,  1986,
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T a b l e  -  4 . 2 2  

I n t e r e s t  and F i n a n c i a l  C h a r g e s
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In the Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  t he  i d e a l

d e b t - e q u i t y  r a t i o  was t o t a l l y  a b s e n t ,  r e s u l t a n t l y  t he  u n i t  had to

179b e a r  e x t r a - i n t e r e s t  burden c a u s i n g  h i g h e r  c o s t  o f  p r o d u c t i o n .

D i f f e r e n t  f a c t o r i e s  ment i one d  t h e i r  c a u s e s  o f  i n c r e a s e d  i n t e ­

r e s t  and f i n a n c i a l  c o s t  a s i

Dur i ng  1985- 86 ,  i n  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,

i n t e r e s t  c o s t  i n c r e a s e d  by a b o u t  T k . 200, 000  l a c s  o v e r  t he  b u d g e t

e s t i m a t e s  due to d e v a l u a t i o n  o f  f o r e i g n  c u r r e n c y  l o a n  i n  t he  p r e -  

180v i o u s  y e a r .

In Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  i n t e r e s t  e x p e n s e s  f o r  t he

y e a r  1984-85 and 1985-86 we r e  Tk, 113,98 l a c s  and T k , l 6 o , 3 5  l a c s

r e s p e c t i v e l y ,  showing  an i n c r e a s e  o f  T k , 4 6 , 3 7  l a c s .  T h i s  i n c r e a s e

was due to c h a r g i n g  o f  i n t e r e s t  © 1^ on c a p i t a l i z e d  amount  o f

c u r r en c y  f l u c t u a t i o n  l o s s  on f o r e i g n  c u r r e n c y  g i v i n g  c o n s e q u e n t i a l

181e f f e c t  to f o r e i g n  l o a n .

Dur i ng  1984-85,  TSP Complex L t d , ,  C h i t t a g o n g ,  p a i d  Tk, 7 , 7 9 ,  296 , 00  

as  i n t e r e s t  f o r  n o n - p a y me n t  o f  b i l l  i n  t i me  o f  B a k h a r a b a d  Gas  System 

L i mi t ed  f o r  i n s t a l l a t i o n  o f  Gas  l i n e ,

As p e r  gove rnment  p o l i c y  a l l  s a l e s  a r e  made to BADC and a l l  s a l e s

p r o c e e d s  a r e  c o l l e c t e d  t h r oug h  BCIC and d e b i t e d  to BCIC Head O f f i c e

Currt f^t  Ac c o u n t  and f unds  as  and when r e q u i r e d  by t h e  f a c t o r y  a r e
16 3

r e a l i s e d  from t h a t  a c c o u n t ,

179, Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  " Ten Y e a r s  o f  B C I C *,  
( D h a k a ) , p . 23,

180, N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " A u d i t  R e p o r t  1985-86* * .
( Fen chugonj  ) ,  p , 9 .

181, Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  " Annua l  R e p o r t  and A c c o u n t s  
1 9 85 - 06 **. ( G h o r a s a l ) ,  p.  13,

182, ^ r i ^ l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  "A u d i t  R e p o r t  1 9 8 4 - 8 5 **.

183, Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  **Annua l  Re p o r t  and A c c o u n t s
1985 - 86 '*. ( G h o r a s a l ,  N a r s i n g d i ,  p . 3.
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237

The o v e r h e a d  whi ch a r e  c h a r g e d  by t he  Head O f f i c e  to d i f f e r e n t  

e n t e r p r i s e s  a r e  c a l l e d  Head O f f i c e  o v e r h e a d .  I t  i s  c h a r g e d  by t he  

Head O f f i c e  to d i f f e r e n t  e n t e r p r i s e s  a c c o r d i n g  to t h e i r  p r o p o r t i o n  

which r e p r e s e n t s  d i f f e r e n t  c o s t  o f  Head O f f i c e ,

L i k e  p r e v i o u s  y e a r s ,  the  BCIC Head O f f i c e  ¥.111 o p e r a t e  on no  

p r o f i t  no l o s s  b a s i s  i . e .  w h a t e v e r  e x p e n d i t u r e  i s  r e q u i r e d  s h a l l  be  

l e v i e d  on the  e n t e r p r i s e s .  The t o t a l  e x p e n d i t u r e  f o r  1986-87 i s  

budge t ed  to i n c r e a s e  by 2 , 3 %  f rom 1985-86 ( r e v i s e d )  and i s  e x p e c t e d  

to be 0 , 8 8 ^  o f  e n t e r p r i s e s  e x p e n d i t u r e  wh i ch  i s  l o w e r  than 1985-86  

and 1984-85, ^® ' *

Head O f f i c e  o v e r h e a d  c o s t  c h a r g e d  a r e  shown i n  T a b l e - 4 . 2 3  whi ch  

may a l s o  be r e p r e s e n t e d  by Time S e r i e s  ( C h a r t - 4 ,  1 6 ) ,

4 . 0 7 , 1 1  h e a d  o f f i c e  O V E R H E A D  C O S T

Head O f f i c e  Ov e r h e a d
( C o s t  P e r  MT i n  Taka )

j P a r t i c u l a r s  | 
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42 . 27  1 

34, 77  \

44,87 51.  12 29, 88 46 . 26 52 , 41 43,  14

[ B. TSPi  
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NGFF

25,  12

, et

35,79
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37.  29 37 , 63

34 , 75  

49 , 9  3

3 2 , 5 2

42 , 98

2 1 . 0 5  j 

\

40 . 72  1
. I

Re f e r enc e *  P r e p a r e d  by the  r e s e a r c h e r  t h r o u g h  A u d i t  R e p o r t s .

184, Government  o f  t he  P e o p l e ’ s R e p u b l i c  o f  B a n g l a d e s h ,  Au tonomou s
Bod i e s  Bud ge t s  1 9 86 - 8 7 . ( Dh a k a i  M i n i s t r y  o f  F i n a n c e ,  1 9 8 6 ) , p , 24,
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CHAPTER -  V 

UFFL X-RAYED ^ A CASE STUDY

I t  has  been me n t i o ne d  e a r l i e r  t h a t  B a n g l a d e s h  p r o d u c e s  t h r e e  

k i n d s  o f  f e r t i l i z e r s ,  v i z .

Ca)  U r e a ,

( b )  TSP,  and

( c )  Ammonium S u l p h a t e .

L e t  Us have  a l ook  i n t o  the  d i f f e r e n t  f e r t i l i z e r  f a c t o r i e s *  

p r o d u c t  w i s e *

A .  u,iafl,»

Urea  f e r t i l i z e r  i s  p r o d u c e d  by d i f f e r e n t  f e r t i l i z e r  f a c t o r i e s  

b u t  our  s t udy  i s  l i m i t e d  to*

1. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d *

2.  Urea F e r t i  l i  z e r  F a c t o r y  L i m i t e d ,  and

3. Z i a  F e r t i l i z e r  Company L i m i t e d ,

Y e a r w i s e  c o m p a r a t i v e  p r o d u c t i o n  c o s t  p e r  MT f o r  t he  d i f f e r e n t  

y e a r s  a r e  shown i n  T a b l e - 5 , 0  1

5 , 0 1  F E R T I L I  Z E R S
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T a b l e  -  5 . 0 1

S t a t e m e n t  s h o w i n g  t h e  f a c t o r y  w i s e  c o m p a r a t i v e
p r o d u c t i o n  c o s t  o f  U r e a  p e r  M T  f o r  t h e  l a s t
f i v e  y e a r s  ( 1 9 8 1 - 8 2  t o  1 9 8 5 - 8 6 ) ,

T ( i n  Taka)

Ye a r NGFF UFFL T ZFCL

1981-82

1982-83

1983-84

1984-85

1985-86  

A v e r a g e

2, 307 . 73

2, 576. 98  

2 , 6 3 6 . 5 8

3, 107.39  

4 , 3 5 4 . 9 4  

2 , 9 9 6 . 7 2

1 , 809 . 37  

1 , 5 9 9 . 0 6  

1 , 7 5 9 . 4 5  

2 , 3 6 2 . 9 3  

2,20 1. 18 

1 , 9 4 6 , 40

3 , 6 8 9 ,  84 

3, 30 1. 10 

4 , 0 7 1 .  36 

3 , 6 8 7 , 4 3

/  Re fe rence i  T a b l e - 4 ,  10_7

From t he  above  f i g u r e s ,  i t  i s  a p p a r e n t  t h a t  Ur ea  F e r t i l i z e r  

Fa c t o r y  L i m i t e d  p r o d u c e d  Ur ea  a t  t he  l o w e s t  p r o d u c t i o n  c o s t .  Though,  

TXsi F e r t i l i z e r  Company L i m i t e d  was  p r o d u c i n g  t he  h i g h e s t  q u a n t i t y  o f  

U r e a ,  but  c o u l d  n o t  a c h i e v e  the  f a c i l i t i e s  o f  mass  p r o d u c t i o n .  I f  

UFFL can u t i l i z e  f u l l  c a p a c i t y ,  c o s t  o f  p r o d u c t i o n  can be r e d u c e d  

to a g r e a t e r  e x t e n t .

B. TSPI

In B a n g l a d e s h ,  o n l y  one  T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d  

i s  p r o d u c i n g  TSP f e r t i l i z e r .  Y e a r w i s e  p r o d u c t i o n  c o s t s  p e r  MT a r e  

shown i n  T a b l e - 5 . 0 2 .
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T a b l e  -  5 , 9 2

S t a t eme nt  showing  y e a r w i s e  p r o d u c t i o n  c o s t  o f  
TSP p e r  MT f o r  the l a s t  f i v e  y e a r s  1901- 62  to 
198 5 -86

j Yea r C o s t  P e r  MT
i n  Taka

! 1981-82 6,  29 2.  32

} 1982-8 3 6 , 2 8 1 . 1 5

} 198 3-8 4 6 , 20  3.27

{ 1984-85 6 , 8 8 8 . 2 3

{ 1985-86 7 , 3 9 6 . 9 1

1 A v e r a g e 6 , 6 1 2 .  38

/  Re fe re nc e i  T a b l e - 4 ,  10_7

The above  d a t a  i n d i c a t e s  t h a t  p e r  ton c o s t  f o r  t he  f i r s t  t h r e e  

y e a r s  i s  d e c r e a s i n g  and from 1984-85 c o s t  i s  i n c r e a s i n g .  C a u s e s  o f  

i n c r e a s i n g  c o s t  a r e  to be found o u t .

C, Ammonium S u l p h a t e i

Ammonium S u l p h a t e  i s  p r o d u c e d  o n l y  i n  t he  N a t u r a l  Gas  F e r t i l i z e r  

Fact o ry  L i m i t e d  i n  S y l h e t  and hence  t h e r e  i  s no s c o p e  to compare  w i t h  

o t h e r  f a c t o r i e s .  But  i t  can be p o s s i b l e  to compare  y e a r l y  b a s i s *  

Y e a r w i s e  p r o d u c t i o n  c o s t s  p e r  MT a r e  shown i n  T a b l e - 5 , 0 3 .
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T a b l e  -  5 . 0  3

S t a t e m e n t  s h o w i n g  t h e  y e a r w i s e  p r o d u c t i o n
c o s t  o f  A mmoni um S u l p h a t e  p e r  M T  f o r  t h e
l a s t  f i v e  y e a r s  t o  1 9 8 5 - 8 6 )

T P r o d u c t i o n  C o s t  
( P e r  MT i n  Taka )

1981-82  

198 2 - 83  

198 3-84  

198 4 - 85  

1985-86  

A v e r a g e

2 , 6 8 4 , 4 2  

2 , 6 4 7 . 7 0  

2, 59 1,55

3,  170.  13

4,  252,  10 

3 , 0 6 9 , 1 8

/  Re f e rence i  T a b l e - 4 ,  10_7

From t he  a b o v e  d a t a  i t  i s  shown t h a t  f o r  t he  f i r s t  t h r e e  y e a r s *  

c o s t s  wer e  more  o r  l e s s  c o n s t a n t  w i t h  s l i g h t l y  d e c r e a s i n g  t r e n d  but  

f rom 1984-85 p r o d u c t i o n  c o s t  i s  I n c r e a s i n g  t r e m e n d o u s l y .  P r o d u c t i o n  

c o s t  f o r  t he  y e a r  1985-86 i n c r e a s e d  f rom t h e  y e a r  1984 - 85  by 34,13%  

p e r  MT, Reasons  have  been d e s c r i b e d  e l s e w h e r e .

5 , 02  PRODUCTION COSTi

P r o d u c t i o n  c o s t  p e r  MT i n  Taka f o r  the  l a s t  f i v e  y e a r s  C1981-82 

to 1985-86)  a r e  shown i n  a s i n g l e  p a g e  f o r  b e t t e r  u n d e r s t a n d i n g  and to 

c o n t r o l  c o s t  ( T a b l e - 5 , 0 4 ) ,

The n a t i o n a l  c u r r e n c y  o f  B a ng l a d e s h .
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T a b l e  -  5 . 0 4

S t a t e m e n t  s h o v » i n g  t h e  f a c t o r y w i s e  p r o d u c t i o n
c o s t  p e r  MT  f o r  t h e  l a s t  f i v e  y e a r s .

( 1 9 0 1 - 8 2  t o  1 9 8 5 - 8 6 )

J P a r t i c u l a r s 198 1­
82

198 2­
83

f ............
1983­

84 i !
1
1 1985-  ] 

86
[ A v e r a g e  |

} A.  U r e a l
\} NGFF 2, 307. 7 3 2, 576.98 2 , 6 3 6 , 5 8 3, 107.39 4 , 3 5 4 . 9 4 2 , 9 9 6 . 7 2 1

} UFFL 1 , 809 . 37 1 , 599 . 06 1 , 7 5 9 . 4 5 2, 3 62 . 93 2, 201.  18
i

1 , 9 4 6 . 4 0  \ 
iJ ZFCL - - 3 , 6 8 9 . 8 4 3, 301.  10 4 , 0 7 1 ,  36
I

3 , 6 8 7 . 43 i  
i

1 B. T5Pi
i
\

i TSPC 6, 29  2 . 32 6 , 2 8 1 .  15 6,  20 3. 27 6 , 8 8 8 . 2 3 7 , 3 9 6 . 9 1 6 , 6 1 2 ,  38 }

t C. Ammonium 
1 Sulph. atei

I
\
i

} NGFF 

1

2 , 6 8 4 . 4 2 2 , 6 4 7 , 7 0 2, 591.  55 3 , 1 7 0 . 1 3 4 , 2 5 2 .  10 3 , 0 6 9 ,  18j  

- ......... i
/  S ou r c e i  T a b l e - 4 ,  10_7

Having  d e t e r mi n e d  the  q u a n t i t y  to be p r o d u c e d ,  i t  becomes  n e c e s s a r y  

to e s t i m a t e  c o s t  o f  c a r r y i n g  o u t  t h e  p r o d u c t i o n ,  p l a n s  and p r og r a mme s .

The y e a r l y  p r o d u c t i o n  c o s t  we r e  b u d g e t e d  i n  a c c o r d a n c e  w i t h  t h e  p r o d u c ­

t i on  t a r g e t ,  c o n s i d e r i n g  t he  i n c r e a s e  o r  d e c r e a s e  i n  the  p r i c e s  o f  

p r o d u c t i o n  e l e me n t s .  C o s t  o f  p r o d u c t i o n  c o n s i s t s  o f  m a t e r i a l s ,  l a b o u r  

and o v e r h e a d s  and t h e r e f o r e  s e p a r a t e  b u d g e t s  f o r  each a r e  to  be p r e p a r e d *  

A c c o r d i n g  to Ma t z  & Us r y^  t he  p r o d u c t i o n  b u d g e t  d e a l s  w i t h  t he  s c h e d u ­

l i n g  o f  o p e r a t i o n s ,  t he  d e t e r m i n a t i o n  o f  vo l ume ,  and t he  e s t a b l i s h m e n t  

o f  maximum and minimum q u a n t i t i e s  o f  r aw m a t e r i a l s  and f i n i s h e d  g o o d s

1, Matz ,  A d o l p h ,  and Ug r y ,  M i l t o n  F. , C o s t  A c c o u n t i n g . O h i o i  Sou t h ­
Wes t e rn  P u b l i s h i n g  C o . ,  1 982 ) ,  p . 481,  *
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i n v e n t o r i e s  which summar i s e s ,  d e t a i l s  and p r o v i d e s  t he  b a s i s  f o r  

p r e p a r i n g  the  b u d g e t s  o f  m a t e r i a l s ,  l a b o u r  and f a c t o r y  o v e r h e a d .

As p e r  J . J ,  W, Ne un e r ,  s t u d y i n g  t he  a c t u a l  and t h e  b u d g e t e d  p r o ­

duc t i on  f i g u r e s  i s  one o f  t he  most  i m p o r t a n t  tas l t s  o f  m a n a g e r i a l  

c o n t r o l  b e c a u s e ,  by a n a l y z i n g  t he  u n f a v o u r a b l e  v a r i a t i o n s  and 

t h e i r  c a u s e s ,  i t  w i l l  be p o s s i b l e  to c o r r e c t  i n e f f i c i e n t  p r o d u c ­

t i on  c o s t  and even r e d u c e  c o s t s .  However ,  i n  o r d e r  to d e r i v e  t he  

optimum b e n e f i t  f rom Bu d g e t a r y  C o n t r o l ,  i t  i s  recommended t h a t  t h «  

p r o d u c t i o n  c o s t  b udge t  be a n a l y s e d  a c c o r d i n g  to d e p a r t m e n t s ,  b u d g e t  

c e n t r e s ,  c o s t  c e n t r e s ,  o r  r e s p o n s i b i l i t y  c e n t r e s .  B e c a u s e  i n  t h a t  

c a s e  a p e r s o n  c onc e r n ed  can be h e l d  r e s p o n s i b l e  i f  t he  e x p e n d i t u r e  

e xc ee ds  the  a l l o w a n c e  p r e s c r i b e d  and t h a t ,  a s  a r e s u l t ,  e v e r y  i t em  

o f  c o s t  becomes the  r e s p o n s i b i l i t y  o f  a p e r s o n  who can e x e r c i s e  

c o n t r o l  o v e r  i t ,  A r o r a  and Soni  a r g u e d  t h a t  the  main v a l u e s  o f  

management  l i e s  i n  c o n t r o l  un d e r  the  b u d g e t a r y  c o n t r o l  sys tem and  

i t  i s  p o s s i b l e  o n l y  when b u d g e t e d  c o s t  a r e  compared  w i t h  the  a c t u a l  

c o s t  and e f f i c i e n c i e s  as  w e l l  a s  i n e f f i c i e n c i e s  v a r i a t i o n  i n  o p e r a -
3

t i on  a r e  p o i n t e d  o u t .

In t h i s  s tudy  the  r e s e a r c h e r  ha s  taken t o t a l  p r o d u c t i o n  c o s t  

f rom the y e a r l y  a u d i t e d  A c c o u n t s  f o r  t he  l a s t  5 ( f i v e )  y e a r s  i . e . ,  

1981-82 to 1985-86 and t h e s e  p r o d u c t i o n  c o s t s  we r e  d i v i d e d  by the  

y e a r l y  p r o d u c t i o n  u n i t s  which can g i v e  us  p e r  u n i t  p r o d u c t i o n  c o s t .

2, Ne u n e r ,  John J . W , ,  C o s t  A c c o u n t i n g . ( l l l i n o i s i  R i c h a r d  D. I r w i n ,  
I n c . ,  1952 ) ,  p . 439.

3, A r o r a ,  S . P .  and S on i ,  T. S, , C o s t  Accoun t i n g . (New D e l h i  i 
P i t a r aba r  P u b l i s h i n g  Company,  1983 ) ,  p . 4 , 2 5 ,
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D i s c u s s i o n  so f a r  made r e l a t e s  to d i f f e r e n t  a s p e c t s  o f  c o s t  

d a t a o f  f o u r  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s  o f  B a n g l a d e s h ,  The sura 

and s u b s t a n c e  o f  d i s c u s s i o n  i s  t h a t  o u t  o f  thefcour  f a c t o r i e s  one  

f a c t o r y  namel y  the  Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d  ( UFF L )  a p p e a r s  

to the  r e s e a r c h e r  i s  more s i g n i f i c a n t  a s  f a r  a s  c o s t s  o f  p r o d u c t i o n  

p e r  m e t r i c  ton ( T a b l e - 5 , 0 1 )  a r e  compared w i t h  o t h e r s .  T h e r e f o r e ,  

an i n d e p t h  s tudy  on t h i s  f a c t o r y  ( UFFL )  i s  taken i n t o  c o n s i d e r a t i o n .

The r e s e a r c h e r  t r i e s  to s tudy  the UFFL f rom t h e  m u l t i d i m e n s i o n a l  

a p p r oa c h .  Such a s i

( a )  P r o d u c t i o n  c o s t ,

( b )  C o s t  p e r  m a t r i c  t on ,  and

( c )  Compar i son o f  b u d g e t  and a c t u a l .

L e t  us have  a l ook i n t o  t he  me n t i o ne d  f e r t i l i z e r  f a c t o r i e s  i n  

d e t a i  1 s.

a .  P r o d u c t i o n  C o s t i

The y e a r l y  p r o d u c t i o n  c o s t  f o r  the  U r e a  F e r t i l i z e r  F a c t o r y  

L i m i t e d  f o r  the l a s t  f i v e  y e a r s  a r e  shown i n  A p p e n d i x - 4 , 0 7  whi ch  

can be p r e s e n t e d  b e l ow  ( T a b l e - 5 . 0 5 ) .
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T a b l e  -  5 . 0 5

Stat ement  showing t he  a c t u a l  t o t a l  p r o d u c t i o n  
c o s t  f o r  the  l a s t  f i v e  y e a r s

( 1 9 8 1 - 8 2  to 1985 - 86 )

/  Re f e r e n c e *  Appendi  x - 4 . 0 7 _ y

1  Ye a r P r o d u c t i o n  C o s t  | 

( Amount  i n  Lac Taka )

i  1981-82 4 , 5 7 5 . 2 3

}  1982-83 4 , 5 3 8 . 8 4  1
i  1983-84 4 , 5 2 4 . 6 8  1

i  1984-85 5 , 4 7 5 . 9 4  }

\ 1985-86 6 , 7  50 . 81 {
1  Y e a r l y 5,17 3 .10 }
1 A V e ra g e 

1 . . . . . . . . . . . . . . . . . . .  i

b« Cos t  P e r  MTt

Cos t  p e r  MT f o r  the  Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d  f o r  t he  

l a s t  f i v e  y e a r s  we r e  c a l c u l a t e d ,  y e a r l y  p r o d u c t i o n  c o s t  d i v i d e d  

by y e a r l y  p r o d u c t i o n  u n i t s .  The p o s i t i o n  o f  c o s t  p e r  MT o f  Urea  

a r e  as  f o l l o w s ;  ( T a b l e - 5 . 0 6 )

Dhaka University Institutional Repository



247

T a b l e  -  5 . 0 6

Urea  F e r t i  11 ze_r. F a c t o r y  L i m i t e d  
G h o r a s a l ,  N a r s i n g d i

S t a t ement  showing  t o t a l  p r o d u c t i o n ,  t o t a l  
c o s t  and c o s t  p e r  MT f o r  t he  l a s t  f i v e  y e a r s

( 1981-82 to 1985 - 86 )

1 Yea r  | T o t a l  
I P r o d u c t i o n  

MT

T o t a l  C o s t  

( T a ka  i n  La c )  _

C o s t  p e r  MT | 

( T a k a )

1 198 1-82 2, 52 , 863 4 5 , 7 5 . 2 3 1 , 8 0 9 , 3 7

} 198 2-8 3 2 , 8 3 , 8 4 4 45,  38 , 84 1 , 5 9 9 . 0 6  j

J 1983-84 2 , 5 7 ,  164 4 5 , 2 4 . 6 8 1 , 7 5 9 , 4 5  J

{ 1984-85 2, 31, 744 5 4 , 7 5 , 9 4 2 , 3 6 2 . 9 3  j

j 1985-86 3 , 06 ,  690 67 , 50 . 8 1 2 , 2 0 1 . 1 8  j

J A v e r a g e  i 2 , 6 6 , 4 6 1 5 1 , 7 3 ,  10 1 , 9 4 6 . 4 0

Sour ce !  Computed by t he  r e s e a r c h e r  a s  p e r  A u d i t  R e p o r t s .

c,  Cotnparl  so_n__o_f_...Budget and, _ Ac t ua l t

The c o m p a r a t i v e  s t a t e m e n t  ( T a b l e - 5 , 0 7 )  can g i v e  us  the  c l e a r  

i d e a  o f  p r o d u c t i o n  p e r f o r m a n c e  o f  Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d  

i n  the  form o f  p r o d u c t i o n *  p r o d u c t i o n  c o s t  and c o s t  p e r  MT,
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( i  ) P rodu c t l  on i The p r o d u c t i o n  p e r f o r m a n c e  can be shown a s  

f o l l o w s *

Yea r I Budge t ed

MT

i A c t u a l

MT

V a r i  anc © 

MT

198 1-82

1982-83

1983-84

1984-85

1985-86  

A v e r a g e

2 . 5 0 . 0 00

2 . 50 . 000

2 . 6 5 . 0 0 0

2 . 2 5 . 0 0 0  

3 , 00 , 000

2 . 5 8 . 0 0 0

2, 52 , 863  

2 , 8 3 , 8 4 4  

2 , 5 7 , 1 6 4  

2,  31 , 744  

3 , 0 6 , 6 9 0  

2 , 6 6 , 4 6 1

2 , 8 6 3  ( F )  

33 , 844  ( F )  

7 , 8 3 6  ( U )  

6 , 7 4 4  ( F )  

6 , 690  ( F )  

8 , 4 6 1  ( F )

( i i )  P r o d u c t i o n  C o s t i The p o s i t i o n  o f  p r o d u c t i o n  c o s t  a r e  a s  

f o l 1owsI

1 Y e a r Budge t  |1 A c t u a l V a r i a n c e

! 1981-82 ■ 4 , 9 5 8 . 8 4 4,  5 75 . 23 383 . 61 ( F )
\

J 1982-83 5 , 0 4 8 . 0 4 4,  538 . 84 509 . 20 ( F ) 1
\

} 1983-84 5 , 1 1 9 . 2 5 4 , 5 2 4 . 6 8 594.  57 ( F )
\

f 1984-85 5 , 956 .  59 5, 475 . 94 4 8 0 . 6 5 ( F ) i
\

J 1985-86 7,  253.77 6,  7 50 . 8 1 5 02 . 96 ( F ) i
\

t Y e a r l y  
1 A v e r a g e

5 , 6 6 7 . 3 0 5, 17 3. 10 49 4.  20 ( F ) 1
I
I
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( i i l )  Co s t  P e r  MTi The p r o d u c t i o n  c o s t  p e r  MT a s  b u d g e t e d  and

a c t u a l  can be shown as  f o l l o w s !

Tak a1 Y e a r  j Budge t A c tu a 1 \ iV a r i a n c e  J

! 1981-82 1 , 983 .  54 1 , 8 0 9 .  37 174. 17 ( F )  }
J 1982-83 2 , 0 1 9 . 2 2 1, 599 . 06 420.  16 ( F )  [

{  1983-84 1 , 9 3 1 . 79 1,7 59 . 45 172.  34 ( F )  1

! 1984-85 2, 647.  37 2,  362 . 93 2 8 4 . 44  ( F )  j

}  1985-86 2 , 4 1 7 . 9 2 2 , 20  1. 18 2 1 6 . 74  ( F )  j

I Y e a r l y
i A v e r a g e 2, 196, 63 1 , 946 .  40 2 5 0 . 23  ( F )  i
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Urea F e r t i l i z e r  F a c t o r y  L i m i t e d  
G h o r a s a l ,  N a r s i n g d i

C o mp a r a t i v e  s t a t e me n t  o f  b u d g e t s  and a c t u a l  
f o r  t he  f i v e  y e a r s

( 198 1-82 to 1985 - 86 )

250

T a b l e  ■ 5 . 0 7

I Yea r  

\

P a r t i c u l a r s P r o d u f t i o n  J
MT U Taka i n  l a c )

1 C o s t  P e r

\

} 1981-82

1
1
\
\1

Budgeted  

A c tu a 1

2, 50,000  

2 ‘i 2 , S63

4 , 9 5 8 . 6 4  

4, 57 5. 2 3

1 , 9 8 3 . 5 4  

1 , 809 .  37

V a ri  an c e 2 , 863  F 38 3 . 61  F 174.17 F
1’“ ----- ---------
\
i 19 8 2-8 3
i
I
\
\
4

Bu dg e t ed  

A c t u a l

2 , 50,000  

2 , 8 3 , 8 4 4

5 , 0 4 8 . 0 4  

4 , 5 3 8 , 8 4

2 , 0 1 9 .  22 

1, 599. 06

\/ari an ce 33, 844 F 509. 20  F 420.  16 F J
1 ■■ ‘ ■ 
I
i 1983-84  
\
I
\
i

Budge ted  

A c tu a 1

2 , 6 5 , 0 0 0  

2 , 57 ,  164

5, 119. 25  

4 , 5 2 4 . 6 8

I
1 , 9 3 1 . 7 9  i 

1 , 7 5 9 . 4 5  1

Va r i  ance 7 , 8  36 U 59 4.  57 F
i

17 2. 34 F \

\
I
i 1984-85
i
i
I

Budge ted

A c t u a l

2 , 2 5 , 0 00  

2, 31,744

5 , 9 5 6 , 5 9  

5, 475 . 94

t

2 , 6 4 7 , 3 7  

2, 362 . 93

Va r i  ance 6 , 744  F 4 8 0 . 6 5  F 2 84 , 44  F

I
J 198 5-86

\
\
\

Bu dg e t ed  

A c t u a l
3 , 00 , 000
3 , 06 , 690

7 ,  253. 77  
6 , 7 5 0 . 8 1

2 , 4 1 7 . 9 2  

2,  20 1. 18

Va ri  an ce 6 , 690 F 50 2.9 6 F 216 . 74  F

\
I A v e r a g e  1  ( Y e a r l y )

i

Budgeted

A c t u a l

2 , 5 8 , 0 0 0  

2 , 6 6 , 4 6 1

5 , 6 6 7 .  30 

5, 173.  10

2, 196 . 63  

1,9 46 , 40  I
'/a r i an  ce 8 , 461  F 494.  20 F 250 . 23  F f

U = U n f a v o u r a b l e  v a r i a n c e

Source *  Computed by the  r e s e a r c h e r  as  p e r  Bud g e t s  and A u d i t  
Repo r t s *
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From t he  a bove  t a b i e  i t  i s  c l e a r  to u s  t h a t  the f a c t o r y  p r o d u ­

ced i n  a l l  the  y e a r s  more than t he  p r o d u c t i o n  t a r g e t  e x c e p t  1983 - 84 ,  

t o t a l  p r o d u c t i o n  c o s t  i n  a l l  t he  f i v e  y e a r s  was  w i t h i n  the  b u d g e t e d  

f i g u r e s ,  and u l t i m a t e l y  c o s t  p e r  m e t r i c  ton f o r  t he  l a s t  f i v e  y e a r s  

was belov^ the b udg e t ed  c o s t  whi ch has  f a v o u r a b l e  s i g n i f i c a n c e .

b . 0 3  s t a t i s t i c a l  TEST i

S t a t i s t i c s ,  b e i n g  a s tudy  o f  q u a n t i t a t i v e  phenomena ,  embr a ces  

a l mos t  a l l  f i e l d s  o f  s o c i a l  s c i e n c e s .  A s  such s t a t i s t i c a l  methods  

may be d e v e l o p e d  to v e r i f y  and t e s t  f ew i t e m s .  Such a s »

A,  t - t e s t  t C o - e f f i c i e n t  o f  c o r r e l a t i o n  between t h e  c a p a c i t y

u t i l i z a t i o n  and the c o s t  o f  p r o d u c t i o n  p e r  m e t r i c  

t o n .

B, Z - t e s t  I The p e r c e n t a g e  o f  c o s t  u n d e r  d i f f e r e n t  h e a d s  a r e

n o t  i n  the  same p r o p o r t i o n  i n  the  s e l e c t e d  f e r t i -

l i  z e r  f a c t o r i  es .

A,  Co s t  i s  a f u n c t i o n  o f  c a p a c i t y  u t i l i z a t i o n .  For  each f a c t o r y  

t h e r e  e x i s t s  a c o r r e l a t i o n  between c o s t  i n c u r r e d  i n  each y e a r  

and i t s  c a p a c i t y  u t i l i z a t i o n .  For  the f a c t o r y  UFFL t h e r e  

e x i s t s  a c o r r e l a t i o n  between c o s t  i n c u r r e d  i n  e a c h  y e a r  w i t h  

i t s  c a p a c i t y  u t i l i z a t i o n .  T h i s  may be exami ned by t h e  f o l l o ­

wing  f o r mu l a *

251
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2 5 2

^  ( X -  X ) (  y -  9 )
r  = ----------------------------------------------------------------

\ A : i  X -  X ) 2  y -  y ) 2

Where i r  = C o - e f f i c i e n t  o f  c o r r e l a t i o n ,

X = C a p a c i t y  u t i l i z a t i o n ,

y = P r o d u c t i o n  c o s t  p e r  m e t r i c  t on ,

X ■ The mean o f  c a p a c i t y  u t i l i z a t i o n ,

y 3 The mean o f  p r o d u c t io n  c o s t  p e r
metr i  c to n .
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C a l c u l a t i o n  o f  C o - e f f i c i e n t  o f  C o r r e l a t i o n

1 Y e a r
■ !

C a p a c i  t y  
u t i l i  z a -  
t i  o n  

%

, C o s t  p e r  
MT

Tk.

X X < X ^ X j

1

v - y  11 (  X - x ) ^  1

1
)

1 (  y  -  y  ) ^ j ( x - x )  ( y - y )  |

1 i  I 
I I \ 

I I  
i  )

i 1981-82  

i 1982- 83  

i  1983-84  

5 1984- 85  

I 1985-86

7 4.  37

8 3.48  

7 5 . 64  

68.  16 

90 .  20

1,809.  37 

1,599 . 06 

1,7 59 . 45  

2, 362. 93  

2, 201.  18

-  4 , 00  

5. 11

-  2 . 73  

- 1 0 . 2 1

11.83

-  137.03

-  347. 34

-  186.95  

416 . 53  

254.78

16,00  

26. 1121  

7 . 4529  

104.  2441 

139.9 489

18777. 22  

120645,07  

349 50,30 2 

173497.  24 

64912. 848

548 . 12  I  
\

- 1 7 7 4 . 9 0 7 4  \ 
\

510.  3735 1
I

- 4 2 5 2 . 7 7 1 3  I  

i
3014 . 0474  \ 

\

X To t a l  t 

i A v e r a g e *

391. 85  

78.  37

9 , 731 . 99

1 , 946 . 40

293. 758 412782. 67 - 1 95 5 .  1378 1
I

......................... . 1

ro
(j>

^  ( X -  X )  (  y -  9 )

X -  X

-  1955.  137B

■ ) ^  £ (  y -  y

^  293. 758 X 412782. 67

-  1955.  1378__________________

17, 1394 X 642.  4B 16

-  1955.  1378 

11011.749

- 0 .  1776
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To conduct  t h i s  t e s t  we a r e  to make h y p o t h e s e s *

I )  There e x i s t s  no c o r r e l a t i o n  between c a p a c i t y  u t i l i z a t i o n  and  

c o s t  o f  p r o d u c t i o n  p e r  m e t r i c  t on .  In Symbol  P ■ 0-

i i )  There  e x i s t s  c o r r e l a t i o n  between c a p a c i t y  u t i l i z a t i o n  and  

c o s t  o f  p r o d u c t i o n  p e r  m e t r i c  t on .  In Symbol  0 .

For  such ca s e s  t - t e s t  i s  to be a p p l i e d  by a p p l y i n g  t he  

f 0 rm u 1 a I

2 54

t 2

1 -  r 2

( - .  1776) \ /  5 - 2

1 -  ( .  1776 ) ^

177 6 )V ~ 3 '

\ /  1 -  , 0315

( - . 1 7 7 4 )  X 1.7321

\ /  . 9685

- 0 .  3076 

. 9841

- . 3 1 2 6
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2 5 b

S i nc e  the  c a l c u l a t e d  Va l ue  o f  t  i s  - • 3 1 2 6  t h a t  i s  n e g a t i v e  

c o r r e l a t i o n .  Data p r o v i d e s  e v i d e n c e  to a c c e p t  the  s econd  ( i i )  

h y p o t h e s i s .  There  e x i s t e d  n e g a t i v e  c o r r e l a t i o n  between t he  c a p a ­

c i t y  u t i l i z a t i o n  and the  c o s t ’o f  p r o d u c t i o n  p e r  m e t r i c  ton which  

meant  when the c a p a c i t y  u t i l i z a t i o n  i n c r e a s e d ,  t he  c o s t  o f  p r o d u c ­

t i on  p e r  m e t r i c  ton d e c r e a s e d  and v i c e - v e r s a .

From the  a b o v e  c a l c u l a t i o n ,  i t  may be n o t e d  t h a t  i f  c a p a c i t y  

u t i l i z a t i o n  o f  UFFL i s  i n c r e a s e d  by c e r t a i n  p e r c e n t a g e ,  t he  c o s t  

o f  p r o d u c t i o n  p e r  m e t r i c  ton w i l l  come down a c c o r d i n g l y  and v i c e -  

v e r s a ,  i f  o t h e r  t h i n g s  remain t h e  same.  That  i s  why the r e s e a r c h e r  

h o l d s  the  v i e w  t h a t  i t  i s  j u d i c i o u s  to i n c r e a s e  c a p a c i t y  u t i l i z a ­

t i on  f o r  c o n t r o l l i n g  and r e d u c i n g  c o s t .

P r o d u c t i o n  c o s t s  were  c l a s s i f i e d  i n t o  e l e v e n  c a t e g o r i e s  shown 

i n  C h a p t e r - I V ,  t a b l e - 4 . 1 2  and the  t a b l e  i n d i c a t e s  t h a t  t h e  p e r c e n ­

t a g e  o f  c o s t  unde r  d i f f e r e n t  heads  a r e  n o t  i n  same p r o p o r t i o n .

Thi s  can be s t a t i s t i c a l l y  t e s t e d  by Z - t e s t .  He r e  t he  r e s e a r c h e r  

assumes t h a t  the  p e r c e n t a g e  o f  c o s t  i n c u r r e d  i n  d i f f e r e n t  c o s t  

heads  a r e  n o t  d i f f e r e n t  i n  a l l  t he  f e r t i l i z e r  f a c t o r i e s .  For  

t e s t i n g  the above  l e t  us  have the  f o l l o w i n g  h y p o t h e s e s i

"o ■ " l  ■ ■’ 2

Hi  , 9 ^ : 4 ^
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A.  Compar i son o f  c o s t  p e r c e n t a g e  i n  
NGFF and UFFL

M a t e r i a l  
Co s t

. 4318 . .  5088 5 ( . 4 3 1 B )  ^ 5 ( .  5088)  
5^-5

2. 159 + 2. 544 
10

A s J Q . ^
10

0 . 470  3

4318 ~  . 5088
4703t  1 - . 4 7 0 3 )

- . 0 7 7

, 470 3x.  5297 

- , 0 1 1

•2^91  \ / :7

■.077
. 2491X. 6325  

•.077
157 6 

. , 4886

La bou r  
Cost

, 1532 , , 0707 , P *
5 ( .  1 5 3 2 ) +5C. 0707)

5+5

. 766 + . 3535 
10

■ I «  1195 
10

. 1120

1532 ~  . 0707  -

1 1 2 0 ( 1 - . 1120)

l082.5.
1120X.888

2 + . 2

. 0825
. 0 9 9 5 ^

« 0 8 2 5 ____
. 0629

1, 3116
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Ov erheads  
(O th e r s )

4150 420 5 P *  5 ( . 4 1 5 0 )  ■)~5( .4205)  
5+5

10

4.. 17.7 5
10

.4178

Z= ^ 1 59 ■^429 5
. 4 1 7 8 (  1 - . 4 1 7 8 )

V I  r
5 5

—  . 0055
4178 X . 5822

—  . 0055
. 2432

— -  . 0055
. 2432  X . 6325

—■ . 0055  
, 1538

—  .0358

B. Compar i son o f  Co s t  P e r c e n t a g e  i n  
UFFL and ZFCL

Cos t
heads

i ^1
I 1 " l  *  " 2

4 --------------------1

i r r
-  P

p )

M a t e r i a l
Co s t

.5088 2396
5 ( . 5 0 8 8 ) + 3 ( . 2396)  

5+3

2 . 544  + .7188  
8

___3*2628_____
8

. 4079

2 ,  . 5088 . . 2 3 9 6
. 4 0 7 9 ( 1 - . 4 0 7 9 )

V  1
2 ^ -2 -

1
5 5

4079x.  5921 y  . 2  + . 3333

Z ( jS .2 .

\ / .  5333

. 2415 x . 7303

_______* 2692__________
. 1764

1.5261
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Labour  
Co s t

,0707 ,0261
5f3

.,.35?5 , 078?
8

= . 0  540

Ov e r ­
heads  
( O t h e r ^

4205 ,7343 5 ( ,  4205)  f 3 ( , 7 3 4 3 )  
5+3

2^102^..t 2ji.2Q.2S> 
8

4 . 3054  
8

. 5382

. 0707 -  . 0261
. 0 5 4 0 (  1 - . 0 5 4 0 )

. 0540X . 946
,0446

V .  2 + . 3333
.0446

. 0511
^ . 5333  

0446
. 0511  X . 7303

. 0446

. 0373

1. 1957

. 4205  —  . 7343
. 5 3 8 2 (  1 - .  5382)

V  1
5 ^ 3

- . 3 1 3 8
5382 x . 4618

2+.  333 3 

3i 38______________
248 5

V . 5333

—  . 3138
. 248 5 X . 7 3 0 3

3118.
. 1815 

1,7289
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C. Compar i son o f  Co s t  P e r c e n t  i n  
NGFF and ZFCL

259

Co St  
heads

NGFF Jz FCl I  
P ,  { p ,

i .

±
P ( l - p )

Ma te r i  a l  
Co s t

La bour  
Cost

4318

1523

2396

. 0261

5 ( .  4318)  ^^3(. 2396)
5+3

-  2 . 1 5 9  + . 7 1 8 8  
8

2 . 8 7 7 8
8

5 ( .  1 5 3 2 ) k 3 ( . 0 2 6 i )
5+3

. 7 6 6  + . 0 7 8 3

l8 44 3 
8

»  . 1 0 5 5

4318 -  . 2 3 9 6
3 5 9 7 ( 1 - . 3597)

A3.Z2.
3597 X , 6 4 0  3j /----------------------

s j  . 2 + .  3 3 3 3

. 2303
1922

s A 9 Z 2_
. 2 3 0  3 X . 7 3 0 3

. 1 68 2

1 . 1 4 2 7

_________a . 53^ -  , 0 2 6 1
.  1055(  1 - ,  1055)

127 1
. 1 0 5 5 X . 8 9 4 5

127 1

.  3 3 3 3

. 0 9 4 4
\ J  .  5333

127 1
. 0 9 4 4  X . 7 3 0 3

______. 127 1
. 0 6 8 9

1 . 8 4 4 7
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Le t  us  summar i se  the  f i n d i n g s  o f  the  Z t e s t  i n  a t a b u l a r  f orm 

( T a b l e - 5 . 0 8 ) .
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T a b l e  -  5 . 08  

T a b u l a t e d  Summary o f  Z - t e s t

261

w F/» c tor i es C o s t  he ads  |1 R e s u l t s  o f  1 
Z t e s t  }

\ A,  N a f f  and UFFL M a t e r i a l  Co s t . 4886  i

L a b o u r  C o s t 1 . 3116 ,  }

O v e r h e a d s .0  358- }

j B. UFFL and ZFCL M a t e r i a l  C o s t 1. 5261 }

L a b ou r  C o s t 1.1957 J
O v e r h e a d s 1.7289 i

\ c. NGFF and ZFCL M a t e r i a l  Co s t 1. 1427 i

L a b o u r  C o s t 1.8447 j

Ov e r hea  ds 1 . 7573  {

S o u i c e i  F i n d i n g s  o f  the  Z t e s t .

The above  t a b l e  i n d i c a t e s  t h a t  i n  each c a t e g o r y  o f  c o s t  head  

i n  between/among the f e r t i l i z e r  f a c t o r i e s  t h e r e  e x i s t e d  d e v i a t i o n s  

o r  di f f e r e n c e s .

The r e s e a r c h e r  i n  f i n e ,  may c o n c l u d e  t h a t  t h e r e  i s  d i s s i m i l a r i t y  

i n  c o s t  p e r c e n t a g e  o f  d i f f e r e n t  he a ds  o f  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s ,  

I t  woul d  be b e t t e r  to f o l l o w  the  t a r g e t  o f  c o s t  p e r c e n t a g e  o f  b e s t  

p e r f o i w e r  f o r  c o n t r o l l i n g  and r e d u c i n g  c o s t .
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An e f f o r t  has  been made to i d e n t i f y  t he  f a c t o r s  whi ch a c c o u n t  

f o r  h i gh  p r o d u c t i o n  c o s t .  The f a c t o r s  a r e  d e s c r i b e d  b e l owt

5.01 PRODUCTION PERFORMANCE

Ba n g l a d e s h  i t  i s  r e p o r t e d , ^  has  a p o o r  p r o d u c t i v i t y  r e c o r d s  

and i n d u s t r i a l  b a s e  as  compared to o t h e r  l e a s t  d e v e l o p i n g  c o u n t r i e s .  

For the de v e l opme nt  o f  a c o u n t r y  nay  the  n a t i o n  one  I m p o r t a n t  a s p e c t  

i s  to have c o n f i d e n t  r a t h e r  than compa r i s on  o f  i t s  own p o s i t i o n  w i t h  

t h a t  o f  o t h e r s .  Th i s  i s  e v i d e n t  f rom the  remark t h a t  ' t h e r e  i s  much 

room to i mp r ov e  the p u b l i c  s e c t o r  e n t e r p r i s e s  p e r f o r m a n c e  i n  B a n g l a ­

desh ' ,  ^

I n t e r n a t i o n a l l y  r e p u t e d  management  e x p e r t s  have  r i g h t l y  a r g u e d  

t h a t  a p u b l i c  e n t e r p r i s e  i s  r e s p o n s i b l e  to t he  p u b l i c ,  consumer s *  

p u b l i c  a u t h o r i t y  and f o r e m o s t  to i t s e l f *  f o r  i t  mus t  meet  i t s  own

3
h i g h  s t a n d a r d s  o f  p e r f o r m a n c e ,  no r ms ,  and s t a n d a r d s .  The p e r f o r ­

mance o f  t he  p u b l i c  e n t e r p r i s e  and i t s  r o l e  a r e  j u d g e d  from a l a r g e r  

s o c i a l  a n g l e  i n s t e a d  o f  p r o f i t  e a r n i n g  p u r p o s e .

C H A P T E R  -  V I

D E T E i m i N A N T S  O F  P R O D U C T I O N  C O S T

1. Rahman, A . H. M,  H a b i b u r ,  " Towa r d s  M o d e r n i s a t i o n  o f  S t n a l l - S c a l e  
I n d u s t r i e s  i n  Bang l adesh* * ,  The Dhaka U n i v e r s i t y  S t u d i e s .  P a r t - C . 
( Dhaka ,  1985 ) ,  p .  105.

2. Moni ru zzaman, Md. , " A c c o u n t a b i l i t y  o f  P u b l i c  E n t e r p r i s e s  i n  
B a n g l a d e s h " ,  Management  D e v e l o o m e n t . ( Dhaka i  B a n g l a d e s h  Management  
Deve l opment  Cen t r e ,  198 1 ) ,  p .  118.

3. Tandon,  P . ,  " C o n t r o l  Systems and A c c o u n t a b i l i t y  i n  the P u b l i c  
E n t e r p r i s e " ,  Fe r n a n d e s ,  P r a x y ,  ( e d i t o r ) ,  G o n t r o l  Sys tems  f o r  
P u b l i c  E n t e r p r i s e s  i n  D e v e l o p i n g  Coun t r t  e s .Y t,_1 u bl.i ana i I n  t e r n  a -  
t i o n a l  Ce n t r e  f o r  P u b l i c  E n t e r p r i s e s  i n  D e v e l o p i n g  C o u n t r i e s ,  
( I C P E ) ,  1982 ) ,  p .  145.

4. Tandon,  B . C . ,  Management  o f  P u b l i c  E n t e r p r i s e s . ( A l l a h a b a d i  
Ch a i t a n y a  P u b l i s h i n g  House,  1973 ) ,  p . 25.
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I n t e r r e g i o n a l  Workshop ,  c o n t a i n s  7 ( s e v e n )  r e s o u r c e  p a p e r s  and  

16 ( s i x t e e n )  c o u n t r y  p a p e r s  I n  c o l l a b o r a t i o n  w i t h  t he  UN D i v i s i o n  o f  

P u b l i c  A d m i n i s t r a t i o n  and F i n a n c e ,  h e l d  a t  L j u b l j a n a ,  Y u g o s l a v i a ,

9 to 13 J u l y ,  1979 by I n t e r n a t i o n a l  C e n t r e  f o r  P u b l i c  E n t e r p r i s e s  i n  

D e v e l o p i n g  C o u n t r i e s  ( I C P E ) ,  Wi th  t h e  c o l l a b o r a t i o n  o f  t h e  Common­

w e a l t h  S e c r e t a r i a t ,  t h e  ICPE o r g a n i s e d  a workshop on p a r l i a m e n t a r y  

c o n t r o l s  a t  Co l ombo,  Sr i  Lanka ,  I n  J u n e  1981,  whi ch  was f o l l o w e d  by 

a workshop on gove r nment  e x e c u t i v e  c o n t r o l s  o v e r  p u b l i c  e n t e r p r i s e s  

convened a t  New De l h i  i n  J a n u a r y  1982,  The e f f i c a c y  o f  c o n t r o l  

sys t ems  i s  r e l a t e d  to a c l e a r  u n d e r s t a n d i n g  o f  t he  r a t i o n a l e  and  

o b j e c t i v e s  o f  p u b l i c  e n t e r p r i s e s  and t he  d e s i g n i n g  o f  a g r e e d  p a r a -
5

m e t e r s  o f  p e r f o r m a n c e  e v a l u a t i o n ,

B a n g l a d e s h i  e x p e r t s  have  a g r e e d  t h a t  p e r f o r m a n c e  o f  an u n d e r ­

t a k i n g  must  be e v a l u a t e d  o b j e c t i v e l y  n o t  s u b j e c t i v e l y  and p u b l i c  

s e c t o r  i n d u s t r i e s  s h a l l  n o t  be e v a l u a t e d  o n l y  on t h e  b a s i s  o f  i t s  

p r o f i t  e a r n i n g  c a p a b i l i t y  —  r a t h e r  i t  must  be e v a l u a t e d  b a s i n g  on 

i t s  p e r f o r m a n c e  i n  a l l  key  r e s u l t s  a r e a s  ( Key  o b j e c t i v e s ) , ^  A,  Haque , ^  

F i n a n c i a l  A d v i s e r ,  B a n g l a d e s h  S t e e l  and E n g i n e e r i n g  C o r p o r a t i o n  ha s  

c o n c l u d e d  i n  h i s  p a p e r  t h a t  I n  o r d e r  to e s t a b l i s h  t he  c a s e  o f  t h e  

p u b l i c  s e c t o r  on a sound f o o t i n g ,  t h e  d e v e l o p i n g  c o u n t r i e s  must ,  

t h e r e f o r e  e a r n e s t l y  e n d e a v o u r  to i m p r o v e  t h e i r  e x i s t i n g  t e c h n i q u e s  

o f  e x e r c i s i n g  c o n t r o l  w i t h  the  o b j e c t i v e  o f  i m p r o v i n g  t he  p e r f o r m a n c e  

o f  t h e i r  p u b l i c  s e c t o r ,

5, F e r n a n d e s ,  P r a x y ,  ( e d i t o r ) ,  C o n t r o l  Svatema f o r  P u b l i c  E n t e r p r i s e s  
i n  D e v e l o p i n g  C o u n t r i e s . ( L j u b l j a n a i  I n t e r n a t i o n a l  C e n t r e  f o r  
P u b l i c  E n t e r p r i s e s  i n  D e v e l o p i n g  C o u n t r i e s ,  1982 ) .

6, Chowdhury,  S . A , ,  “ Some t h o u g h t s  on t he  p r e v a i l i n g  i n d u s t r i a l  p o l i c y  
o f  B a n g l a d e s h ” , Management  D e y e l o p me n t . ( Dha k a i  B a n g l a d e s h  Ma na g e ­
ment  Deve l opment  C e n t r e ,  1983 ) ,  p , 4 2 ,

7,  Haque,  A n w a r u l ,  "System o f  I n t e r n a l  and E x t e r n a l  C o n t r o l  o f  P u b l i c  
S e c t o r  I n d u s t r i a l  E n t e r p r i s e s  i n  B a n g l a d e s h ” , p a p e r  p r e s e n t e d  a t  ■ 
an In t e r - r e g i  ona 1 Worksnop h e l d  a t  L j u b l j a n a ,  Y u g o s l a v i a ,  9 to 13 
J u l y ,  1979.
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R e c o g n i s i n g  t h e  r o l e  o f  r e s e a r c h  i n  t o n i n g  up t h e  p e r f o r r a a n c e  

o f  p u b l i c  e n t e r p r i s e s ,  t h e  I n s t i t u t e  o f  P u b l i c  E n t e r p r i s e ,  H y d e r a b a d ,  

c o n d u c t e d  a N a t i o n a l  S e m i n a r  o f  s e n i o r  r e s e a r c h  w o r k e r s  on p u b l i c  

e n t e r p r i s e  i n  M a r c h ,  1982.  S a r k a r ,  M i s h r a  a n d  R a v l s h a n k a r ^  e d i t e d  

a book c o n t a i n s  t h e  p a p e r s  p r e s e n t e d  a t  t h e  a b o v e  s e m i n a r  b y  m a n a g e ­

m e n t  e x p e r t s ,  s e n i o r  r e s e a r c h e r s  a n d  e m i n e n t  p r o f e s s o r s .

9
G. P ,  Keshava  a r g u e d  t h a t  the  o v e r a l l  p e r f o r m a n c e  o f  t h e  p u b l i c  

e n t e r p r i s e  wou l d  be e v a l u a t e d  w i t h  r e f e r e n c e  to  s e v e r a l  a s p e c t s  o f  

i t s  w o r k i n g ,  i n c l u d i n g  p r o d u c t  p l a n n i n g ,  u t i l i s a t i o n  o f  i n p u t s ,  

improvement  i n  the  q u a l i t y  o f  t he  p r o d u c t  and o f  s e r v i c e .

P r e s i d e n t  H u s s a i n  Muhammad E r s h a d  h a s  g i v e n  t h e  d i r e c t i v e  d u r i n g  

a m e e t i n g  w i t h  t h e  e x e c u t i v e  c o m m i t t e e  o f  t h e  C o n s u l t a t i v e  C o m m i t t e e  

on P u b l i c  E n t e r p r i s e s  ( C O N C O P E )  t o  g i v e  t h e  p u b l i c  s e c t o r  c o r p o r a t i o n  

m o r e  a u t o n o m y  so t h a t  t h e y  can r u n  on c o m m e r c i a l  c o n s i d e r a t i o n  a n d  

i m p r o v e  t h e i r  p e r f o r m a n c e . ^ ^

T h e  I n d u s t r i a l  W o r k e r ' s  Wage and  P r o d u c t i v i t y  C o m m i s s i o n  o f  t h e  

G o v e r n m e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h  f e e l s  t h a t  soine 

s e r i o u s  t h i n k i n g  a b o u t  t h e  w h o l e  a f f a i r s  o f  s u b - s t a n d a r d  o p e r a t i o n  

o f  f e r t i l i z e r  s e c t o r  m u s t  be d o n e  t o  s t r e a m l i n e  t h e  m o s t  i m p o r t a n t  

s e c t o r  f o r  f u t u r e  d e v e l o p m e n t  o f  t h e  c o u n t r y  w h i c h  r e v o l v e *  a r o u n d  

a g r i c u l t u r a l  d e v e l o p m e n t , ^ ^

8 .  S a r k a r ,  T .  L ,  . M i s h r a ,  R . K ,  and  R a v l s h a n k a r .  S . ,  ( E d i t e d ) ,  P u b l i c  
E n t e r p r i s e s  I n  I n d i a . ( B o r a b a y i  H i m a l a y a  P u b l i s h i n g  H o u s e ,  T 9 F ^ ) T

9 .  K e s h a v a ,  G . P . ,  " I n f o r m a t i o n  N e e d s  f o r  R e s e a r c h  I n  P u b l i c  E n t e r ­
p r i s e ” , P a p e r  p r e s e n t e d  i n  t h e  n a t i o n a l  s e m i n a r  o f  t h e  I n s t i t u t e  
o f  P u b l i c  E n t e r p r i s e ,  H y d e r a b a d  I n  M a r c h ,  1982,

10,  T h e  Ba n g l a d e s h  O b s e r v e r . 2 3 r d  J u n e ,  1987 ( D h a k a ) ,

11.  G o v e r n m e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  " I n d u s t r i a l  
W o r k e r ' s  Wage and  P r o d u c t i v i t y  C o m m i s s i o n " ,  19 78 ,  p .  157.
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For  i mp r o v i n g  peTforraai^cet  i n  t he  p r o d u c t i o n  a r e a s *  a c t i o n s  a r e  

b e i ng  t aken to exceed  the s e t  t a r g e t  by optlmuni u t i l i z a t i o n  o f  p r o ­

d u c t i o n  c a p a c i t y ,  u t i l i z a t i o n  o f  manpower ,  r e d u c t i o n  o f  down t i me ,

e n s u r i n g  i d e a l  o p e r a t i n g  c o n d i t i o n ,  p r e v e n t i n g  w a s t a g e  and l o t s  o f

12
mat e r l  a l  s*

Every  f e r t i l i z s r  f a c t o r y  p r e - p l a n s  t he  a c t i v i t i e s  o f  a p a r t i c u l a r  

month.  For  i n s t a n c e ,  e v e r y  f a c t o r y  s e t s  i t s  p r o d u c t i o n  t a r g e t  i n  

terms  o f  e f f i c i e n c y  s t a n d a r d s  f o r  t he  coming  months  and a t  t h e  end  

o f  t he  month compar i son  i s  made be tween  a c t u a l  e f f i c i e n c y  and t h e  

t a r g e t  e f f i c i e n c y  i n  o r d e r  to f i n d  o u t  t he  v a r i a n c e .

Each month.  P e r f o r m a n c e  E v a l u a t i o n  and C o - o r d i n a t i o n  M e e t i n g  i s  

h e l d  i n  the  Head O f f i c e  a t  t he  h i g h e s t  l e v e l .  M o n t h l y  P e r f o r m a n c e  

Revi ew and C o - o r d i n a t i o n  Me e t i n g  a t  t h e  Head O f f i c e  I s  p r e s i d e d  o v e r  

by the Chai rman and a t t e n d e d  by the  D i r e c t o r s  and Heads  o f  D i v i s i o n ,  

At  the  e n t e r p r i s e  l e v e l ,  such r e v i e w  and a p p r a i s a l  s e s s i o n s  a r e  p r e ­

s i d e d  by the  Head o f  t he  e n t e r p r i s e  on mo nt h l y  and we e k l y  b a s i s  

d e p e n d i ng  upon the  n e e d s  o f  t he  s i t u a t i o n .  F i n a l l y ,  t he  p e r f o r f i i a n c *  

o f  the  e n t e r p r i s e s  i s  c o m p r e h e n s i v e l y  a p p r a i s e d  and e v a l u a t e d  i n  Ha l #  

Y e a r l y  and Annua l  C o n f e r e n c e  h e l d  a t  t h e  C o r p o r a t i o n  Head O f f i c e .  

These s e r i e s  o f  r e v i e w  s e s s i o n s  a t  v a r i o u s  l e v e l s  ha ve  c o n t r i b u t e d

t owa r d s  a c h i e v i n g  p r o g r e s s i v e  s u c c e s s  i n  v a r i o u s  s p h e r e s  o f  o p e r a t i o n

13
o v e r  the  y e a r s *

12. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d ,  Annua l  Re p o r t  1983-8.4,  
( F e n c h u g o n j ) ,  p . 13.

13. Ba n g l a d e s h  Chemi ca l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  BCIC.  
( Dhak a ) , pp .  14-15.
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T he  i m p o r t a n c e  o f  m a x i m i s i n g  c a p a c i t y  u t i l i s a t i o n  a n d  p r o d u c ­

t i v i t y  i n  t h e  n a t i o n a l  e c o n o my  can n o t  be ov  e r - e m p h a  s i  z e d  a s  a r g u e d

14 15by  t h e  f a mo u s  B a n g l a d e s h i  e x p e r t .  U n i t e d  N a t i o n s  c a t e g o r i c a l l y

e x p l a i n  t h a t  o n e  o f  t h e  m o s t  s e r i o u s  p r o b l e m s  o f  d e v e l o p i n g  c o u n t r i e s

i s  t h e i r  f a i l u r e  t o  o p e r a t e  f e r t i l i z e r  p l a n t  a t  a l e v e l  n e a r  t h e i r

r a t e d  c a p a c i t y .  T h e  e c o n o m i c  s u c c e s s  o f  m o d e r n  f e r t i l i z e r  p l a n t s

u s u a l l y  d e p e n d s  on s u s t a i n e d  o p e r a t i o n  a t  o r  n e a r  c a p a c i t y .  E a c h

p l a n t  h a s  a **Br e a k - Ev en •• o p e r a t i n g  r a t e ,  b e l o w  w h i c h  t h e  o p e r a t i o n

i s  u n e c o n o m i c .  S o ,  f u l l  u t i l i z a t i o n  o f  e x i s t i n g  c a p a c i t y  i s  enJpha-

s i  z s d .

T h e r e  a r e  s e v e r a l  d i f f e r e n t  c o n c e p t s  o f  p l a n t  c a p a c i t y .  A c c o r ­

d i n g  to B a c k e r  and  J a c o b s e n ,  t h e  c a p a c i t y  o f  a p l a n t  m i g h t  be 

v i e w e d  f rom t h e  s t a n d p o i n t  o f  i t s  t o t a l  maximum o u t p u t .  T h e  w o ' r d  

c a p a c i t y  r e f e r s  t o  t h e  a b i l i t y  t o  p r o d u c e  w i t h  t h e  p r e s e n t  r e s o u r c e s  

and  f a c i l i t i e s  w h i c h  an o r g a n i s a t i o n  commands  a n d  i n  c a s e  o f  f a c t o ­

r i e s ,  c a p a c i t y  r e f e r s  t o  n u m b e r  o f  u n i t s  o f  p r o d u c t s  w h i c h  i t  can  

p r o d u c e  o r  p r o d u c t i o n  f o r  w h i c h  i t  c a n  w o r k .  W o r l d  f a m o u s  a c a d e m i ­

c i a n s  M a t z  and  U s r y ^ ^  h a v e  a r g u e d  t h a t  t h e  f o l l o w i n g  c a p a c i t y  l e v e l s  

r e q u i r e  a t t e n t i o n i  T h e o r e t i c a l ,  p r a c t i c a l ,  e x p e c t e d  a c t u a l  a n d  

n 0 im a l ,

14,  H o s s a l n ,  A . K . M ,  M o s h a r a f f ,  " M a n a g e m e n t  o f  P u b l i c  E n t e r p r i s e s " ,
T h e  A c c o u n t a n t . ( Dhak a* B a n g l a d e s h  C h a r t e r e d  A c c o u n t a n c y  C h a t r a  
P a r i s h a d ,  1 9 8 3 ) ,  p .  10.

15,  U n i t e d  N a t i o n s  I n d  . t r i a l  D e v e l o p m e n t  O r g a n i s a t i o n ,  F e r  t i  H  z e r
I n d u s t r y . ( Ne w Dei  < U n i t e d  N a t i o n s ,  1 9 6 9 ) ,  p . 47 .

16,  B a c k e r ,  M o r t o n ,  a n d  J a c o b s e n ,  L .  E .  , C o a t  A c c o u n t i n g .  ( Ne w Y o r k *
M c G r a w - H i l l  Book C o m p a n y ,  1 9 6 4 ) ,  p ,  150.

17,  M a t t ,  A d o l p h ,  and  U s r y ,  M. F.  , C o s t  A c c o u n t i n g , ( O h i o t  S o u t h -  
W e s t e r n  P u b l i  s h i n g ' C o .  , 1 9 8 2 ) ,  p .  5 4 0 ,
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U n i t e d  N a t i o n s  h a v e  r i g h t l y  r e p o r t e d  t h a t  t h e  c o s t  o f  p r o d u c ­

t i o n  can be c o n s i d e r a b l y  r e d u c e d  b y  i n c r e a s i n g  p l a n t  c a p a c i t y .

19
R « s e a r c h e r  i n  o u r  c o u n t r y  ha s  d i s c l o s e d  t h a t  i d l e  c a p a c i t y  i s

p r o n o u n c e d  i n  many  o f  t h e  j u t e  m i l l s  a n d  n o n - u t i l i z a t i o n  o f  o p e r a b l e

c a p a c i t y  t o  t h e  f u l l  e x t e n t  h a s  t h e  e f f e c t  o f  r a i s i n g  p r o d u c t i o n

20c o s t s .  A c c o r d i n g l y ,  B a n g l a d e s h i  e x p e r t s  o p i n e d ,  " O p t i m u m u t i l i s a ­

t i o n  o f  c a p a c i t y  s h o u l d  be e n s u r e d  t o  r e d u c e  c o s t  o f  p r o d u c t i o n  b y  

e l i m i n a t i n g  p r o d u c t i o n  b o t t l e n e c k s .

Much o f  t h e  h a r d - e a r n e d  and  l i m i t e d  f o r e i g n  e x c h a n g e  o f  t h e  

n a t i o n  h a s  been u s e d  t o  i m p o r t  p l a n t  and  m a c h i n e r y  f o r  t h i s  i n d u s t r y .

So t h e  o pt i mum u t i l i s a t i o n  o f  p l a n t  a n d  e q u i p m e n t  o f  t h e  f e r t i l i z e r  

f a c t o r i e s  w o u l d  be a m a j o r  c o n t r i b u t o r  t o  r a a x i m i s i n g  t h e  g r o s s  

n a t i o n a l  p r o d u c t  o b t a i n e d  f r o m  t h e  n a t i o n ’ s s c a r c e  r e s o u r c e s .

21
D u r i n g  t h e  S e c o n d  F i v e - Y e a r  P l a n  ( 1 9 8 0 - 8 5 ) ,  and  a l s o  I n  t h e

Q O
T h i r d  F i v e  Y e a r  P l a n  ( 1 9 8 5 - 9 0 ) ,  p a r t i c u l a r  a t t e n t i o n  h a s  b e e n  g i v e n  

t o  t h e  f e r t i l i z e r  s e c t o r ,  t o  a c h i e v e  a h i g h e r  d e g r e e  o f  c a p a c i t y  

u t i l i s a t i o n  i n  t h e  f e r t i l i z e r  f a c t o r i e s  a n d  t o  m a x i m i s e  p r o d u c t i o n  

t h r o u g h  i m p r o v e d  m a n a g e m e n t  e f f i c i e n c y ,  i n c r e a s e d  m a c h i n e  a n d  l a b o u r  

p r o d u c t i v i t y ,  and  r e d u c e d  w a s t a g e .  T h e  g o v e r n m e n t  h a s  i n d i c a t e d  t h a t

18.  U n i t e d  N a t i o n s  I n d u s t r i a l  D e v e l o p m e n t  O r g a n i s a t i o n ,  F e r t l  11 z e r
I n d u  s t r y , ( New Y o r k j  U n i t e d  N a t i o n s ,  1 9 6 9 ) ,  p * 2 I .

19.  H a b i b u l l a h ,  M , ,  C o s t  S t r u c t u r e  o f  t h e  J u t e  I n d u s t r y  i n  B a n g l a d e s h . 
( D h a k a  U n i v e r s i t y T  B u r e a u  o f  E c o n o m i  c R e s e a r c h ,  1 9 7 9 ^ ,  p , 9 9 ,

20.  H a b i b u l l a h ,  M.  a n d  Ahmed,  M a h b u b ,  E n v i r o n m e n t a l  F a c t o r s  A f f e c t i n g  
O p e r a t i o n a l  E f f e c t i v e n e s s  o f  N a t i o n a l i s e d  I n d u s t r i e s . ( O h a k a » 
U N D P - I L O  N a t i o n a l  M a n a g e m e n t  D e v e l o p m e n t  P r o g r a m m e ,  1 9 8 2 ) ,  p . 36 ,

21.  G o v e r n m e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  T h e  S e c o n d  F i v e  
Y e a r  P l a n  ( 1 9 8 0 - B 5 ) . ( D h a k a i  P l a n n i n g  C o m m i s s i o n ,  1 9 8 0 ) .

22.  G o v e r n m e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  T h e  T h i  r d  F i  v e  
Y e a r  P l a n  ( 1 9 8 5 - 9 0 ) . ( Dh a k a *  P l a n n i n g  C o m m i s s i o n ,  1985)  •
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t h e  p u b l i c  s e c t o r ' s  a n n u a l  l o s s e s  f r o m  u n d e r - u  t l  l i  sa t l o n  o f  c a p a c i t y

i n  t h e  J u t e >  c o t t o n ,  s u g a r ,  s t e e l ,  p a p e r b o a r d  a n d  f e r t i l i z e r  s e c t o r s

23a m o u n t  t o  a b o u t  T k , 5 0 0  c r o r e s .  U n d e r - u t i l i s a t i o n  o f  c a p a c i t y  

a c c o u n t s  f o r  h i g h e r  c o s t s  o f  p r o d u c t i o n  a s  t h e  f i x e d  c o s t s  a r e  s p r e a d  

o v e r  a s m a l l e r  n u m b e r  o f  u n i t s  p r o d u c e d ;  t h e  r e c o v e r y  o f  f i x e d  c o s t

24i s  t h e r e f o r e  d i r e c t l y  r e l a t e d  t o  t h e  l e v e l  o f  c a p a c i t y  u t i l i s a t i o n .

F u r t h e r  m o r e ,  u n d e r - u t i l i s a t i o n  o f  c a p a c i t y  a f f e c t s  n o t  o n l y  t h e  c o s t

o f  p r o d u c t i o n  b u t  a l s o  t h e  v o l u m e  o f  p r o d u c t i o n ,  w h i c h  i n  t e r n  may

25
a d v e r s e l y  a f f e c t  t h e  p r o f i t a b i l i t y  o f  t h e  o r g a n i s a t i o n .  T h e s e  a r e  

i n d i c a t o r s  o f  t h e  g r a v i t y  o f  t h e  p r o b l e m .

H o s s a i n  i n  h i s  s t u d y  e x a m i n e d  t h e  e f f e c t s  o f  u n d e r - u t i l i s a t i o n

o f  c a p a c i t y  i n  t h e  j u t e  m i l l s  o f  K h u l n a  Z o n e  o f  B a n g l a d e s h  a n d  greater

a t t e n t i o n  t o  c a p a c i t y  u t i l i s a t i o n  s h o u l d  c o n t r i b u t e  t o  r e d u c i n g  t h e

c o s t  o f  p r o d u c t i o n  and  I n c r e a s i n g  p r o f i t a b i l i t y  t h r o u g h  e f f i c i e n t

u t i l i s a t i o n  o f  t h e  p l a n t  c a p a c i t y , H e  f u r t h e r  e x a m i n e d  t h a t  t h e r e

i s  a c o r r e l a t i o n  b e t w e e n  h i g h  c o s t s  o f  p r o d u c t i o n  a n d  a h i g h  l e v e l

o f  i d l e  c a p a c i t y  and  a s  a r e s u l t ,  p r o d u c t i o n  c o s t s  c a n  b e  r e d u c e d  a n d
27

p r o f i t a b i l i t y  can be  i m p r o v e d  w i t h  i n c r e a s e d  c a p a c i t y  u t i l i z a t i o n ,

23.  T h e  D a i l y  I t t e f a q . S u b - e d i  t o  r i  a 1,  D h a k a ,  10 J a n u a r y ,  19 86 ,

24.  Ahmed,  Q . K . ,  " T h e  J u t e  M a n u f a c t u r i n g  I n d u s t r y  o f  B a n g l a d e s h  
1 9 4 7 - 7 4 " ,  u n p u b l i s h e d  P h . D .  t h e s i s .  L o n d o n ,  N o v e m b e r  1976,  p , 7 9 .

25.  Ahmed,  Q . K .  , An A n a l y s i s  o f  t h e  P r o f i t a b i l i t y  o f  t h e  J u t e  M a n u f a c ­
t u r i n g  I n d u s t r y  o f  B a n g l a d e s h  i n  t h e  Po s t - L I  be r a  t i  on P e r i o d . 
B a n g l a d e s h  I n s t i t u t e  o f  D e v e l o p m e n t  S t u d i e s ,  D h a k a ,  R e s e a r c h  
R e p o r t  N o .  10,  J u n e  1973.

26.  H o s s a i n ,  M. M o k a r r a m ,  "A S t u d y  o f  C a p a c i t y  U t i l i s a t i o n  i n  t h e  
J u t e  M i l l s  o f  K h u l n a  Z o n e j  I t s  e f f e c t  on v o l u m e ,  c o s t  o f  p r o d u c ­
t i o n ,  and  p r o f i t a b i l i t y " ,  ( T h i s  s e m i n a r  p a p e r  i s  p r e p a r e d  u n d e r  
t h e  BMET P r o j e c t  -  s p e c i a l  p r o g r a m m e  a t  t h e  G e o r g e  W a s h i n g t o n  
U n i v e r s i t y ,  d u r i n g  t h e  Summer ,  1 9 8 7 ) ,  Ra j  s h a h i  U n i v e r s i t y ,
Raj  s h a h i , J u l y  1987.

27 .  I  b i  d .  . p. 6 .

2 6 8Dhaka University Institutional Repository



K h o l l  qu zzaman ( l 9 7 3 )  p u b l i s h e d  a t h e o r e t i c a l  s t u d y  o n ,  " a  N o t e  

on C a p i t a l  U t i l i s a t i o n  i n  t h e  J u t e  M a n u f a c t u r i n g  I n d u s t r y  o f
OQ

Ba n g l a d e s h * * ,  H a b i b u H a h  ( l 9 7 4 ) ,  i n  h i s  book  " i n d u s t r i a l  E f f i ­

c i e n c y  and  P r o f i t a b i l i t y  i n  B a n g l a d e s h ” , c o r r e c t l y  p o i n t e d  o u t  

t h a t  t h e  m o s t  s i g n i f i c a n t  c a u s e  o f  l o w  e f f i c i e n c y  a n d  l o w  p r o f i t a ­

b i l i t y  o f  i n d u s t r i a l  e n t e r p r i s e s  i n  B a n g l a d e s h  was  t h e  p r e s e n c e  o f  

u n d e r - u t i l i s a t i o n  o f  c a p a c i t y ,  A f r o z  and  R o y ^  ( 1 9 7 6 )  i n  t h e i r  

s t u d y *  " C a p a c i t y  U t i l i s a t i o n  i n  S e l e c t e d  M a n u f a c t u r i n g  I n d u s t r i e s  

o f  B a n g l a d e s h ” , a l s o  f o u n d  t h a t  t h e r e  was s i g n i f i c a n t  u n d e r  

u t i l i s a t i o n  o f  c a p a c i t y  i n  t h e  i n d u s t r i e s  o f  B a n g l a d e s h  d u r i n g

197 2 - 7  3.

A l i m u r  Rahman^^ ( l 9 7 8 ) ,  i n  h i s  P h . D .  d i s s e r t a t i o n ,  " C a p a c i t y  

U t i l i s a t i o n  i n  t h e  l a r g e - s c a l e  M a n u f a c t u r i n g  I n d u s t r y  i n  B a n g l a ­

d e s h " ,  a n a l y s e d  f o r  a s a m p l e  o f  80 t n i l l s  i n  t h e  J u t e  t e x t i l e ,  

c o t t o n  t e x t i l e  and  s u g a r  i n d u s t r i e s  f o r  1 9 7 3 - 7 4  a n d  i t  a p p e a r e d  

t h a t  o n e - h a l f  t o  t w o - t h i r d s  o f  i n d u s t r i a l  p r o d u c t i v e  c a p a c i t y  i n  

l a r g e - s c a l e  m a n u f a c t u r i n g  i n  B a n g l a d e s h  r e m a i n e d  i d l e  o r  u n d e r ­

u t i l i s e d ,  w h i c h  was  a s e r i o u s  d r a i n  on t h e  c o u n t r y ' s  e c o n o m i c  

r e s o u r c e s .  S h a h a  ( l 9 7 8 )  i n  h i s  a r t i c l e  " W o r k i n g  C a p i t a l  M a n a g e ­

m e n t  i n  t h e  J u t e  M i l l s  o f  Dhaka Z o n e ,  B a n g l a d e s h " ,  a l s o  c o n c l u d e d

28.  Ahmed,  Q . K . ,  "A N o t e  on C a p a c i t y  U t i l i s a t i o n  i n  t h e  J u t e  
M a n u f a c t u r i n g  I n d u s t r y  o f  B a n g l a d e s h " ,  T h e  B a n g l a d e s h  
Economi  c R e v i  e w . V o l . l ,  N o .  1,  J a n u a r y  1973,  p p .  1 0 3 - 1 1 4 ,

29.  H a b l b u l l a h ,  M, , I n d u s t r i a l  E f f i c i e n c y  a n d  P r o f i t a b i l i t y  i n  
B a n g l a d e s h . B u r e a u  o f  E c o n o m i c  R e s e a r c h ,  O ha k a  U n i v e r s i t y ,
1974,  p .  108.

30.  Gu 1 A f r o z  and  D i l i p  K u m a r  R o y ,  " C a n i d  t y  U t i l i s a t i o n  i n  
S e l e c t e d  M a n u f a c t u r i n g  I n d u s t r i e s  I n  B a n g l a d e s h ; *  " Th e Ban a 1 a -  
d e s h  D e v e l o p m e n t  S t u d i e s . Dhaka* V o l . I V ,  N o . 2 ,  A p r l T  197b , 
p p . 2 7 5 - 2 8 8 ,

31.  Rahman* A l i m u r ,  * * C a p a c l t y  U t i l i s a t i o n  i n  t h e  L a r g e - S c a l e  M a n u ­
f a c t u r i n g  I n d u s t r y  I n  B a n g l a d e s h " ,  p u b l i s h e d  P h . D .  t h e s i s *  
U n i v e r s i t y  o f  S u s s e x .  1978 ( p u b l i s h e d  b y  t h e  I n s t i t u t e  o r  
B u s i n e s s  A d m i n i s t r a t i o n ,  U n i v e r s i t y  o f  D h a k a ,  F e b r u a r y ,  1983) , .

32.  S h a h ^ j A b h i n a y a  C h a n d r a ,  " W o r k i n g  C a p i t a l  M a n a g e m e n t  i n  t h e  J u t e  
M i l l s  o f  Dhaka Z o n e ,  B a n g l a d e s h* * ,  R a i s h a h l  U n i v e r s i t y  S t u d i e s . 
V o l .  X I ,  N o . l ,  S e p t e m b e r  1978,  p . 7 9 .
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t h a t  u n d e r - u t i l i z a t i o n  o f  c a p a c i t y  was  o n e  o f  t h e  f a c t o r s  r e s p o n s i b l e

f o r  h e a v y  o p e r a t i n g  l o s s e s  i n  t h e  j u t e  m i l l s  d u r i n g  1 9 7 2 - 7 3  t o  1977­

3 37 8 ,  H y e ,  H o q u e ,  Loqman a n d  Mahmud ( 1 9 7 9 ) ,  i n  a n o t h e r  s t u d y  " I d l e  

C a p a c i t y  i n  t h e  J u t e  M i l l s  o f  B a n g l a d e s h  i A C a s e  S t u d y  o f  C h i t t a g o n g  

Z o n e " ,  a l s o  f o u n d  t h a t  t h e r e  was  a s i g n i f i c a n t  i d l e  c a p a c i t y  i n  t h e  

j u t e  m i l l s  w h i c h  s e r i o u g l y  a f f e c t e d  t h e i r  p r o f i t a b i l i t y .  T h e y  a l s o  

f o c u s s e d  e s p e c i a l l y  on c o s t  r e d u c t i o n  t h r o u g h  b e t t e r  c a p a c i t y  u t i l i s a ­

t i o n  i n  t h e  j u t e  m i l l s ,

H a r r i s  and  T a y l o r ^ * ^  ( l 9 8 5 ) ,  i n  t h e i r  s t u d y ,  “ T h e  M e a s u r e m e n t  o f  

C a p a c i t y  U t i l i z a t i o n " ,  B e r u d t  a n d  H e s s e ^ ^  ( 1 9 8 6 )  made a s i m i l a r  t y p e  

o f  s t u d y  e n t i t l e d ,  ' • M e a s u r i ng  and  A s s e s s i n g  C a p a c i t y  U t i l i s a t i o n  i n  

t h e  M a n u f a c t u r i n g  S e c t o r s  o f  N i n e  OECD C o u n t r i e s " ,

The  a v a i l a b l e  e v i d e n c e  s u g g e s t s  t h a t  a n y  i n c r e a s e  i n  c a p a c i t y

36 "
u t i l i s a t i o n  w i l l  mean a r e d u c t i o n  i n  t h e  a v e r a g e  c o s t  o f  p r o d u c t i o n ,

i n  a d e v e l o p i n g  c o u n t r y  s u c h  a s  B a n g l a d e s h ,  i t  i s  v e r y  d i f f i c u l t  

t o  m e a s u r e  c a p a c i t y  u t i l i s a t i o n  o f  a n y  i n d u s t r y  w i t h  a s o p h i s t i c a t e d  

m o d e l  b e c a u s e  o f  t h e  i n a d e q u a c y  o f  d a t a .  H o w e v e r ,  f r o m  t h e  p o i n t  o f  

v i e w  o f  t h i s  s t u d y ,  c a p a c i t y  u t i l i s a t i o n  i s  d e f i n e d  i n  t « r m s  o f  t h e  

r e l a t i o n  b e t w e e n  t h e  a c t u a l  o u t p u t  o b t a i n e d  i n  a g i v e n  p e r i o d  and  t h e  

maximum o u t p u t  f l o w  t h a t  c o u l d  be  o b t a i n e d  f r o m  t h e  i n s t a l l e d  c a p i t a l  

s t o c k  i n  t h e  same p e r i o d .

33,  H y e ,  M . ,  H o q u e ,  M , J , ^ L o q | m a n ,  M . ^ a n d  Mah c i ud , M . M . ,  " I d l e  C a p a c i  t y  
i n  t h e  J u t e  M i l l s  o f  B a n g l a d e s h ' * ,  B u r e a u  o f  B u s i n e s s  R e s e a r c h ,  
C h i t t a g o n g  U n i v e r s i t y ,  1979,  p . 8 0 ,

34,  H a r r i s »  R i c h a r d ,  and  T a y l o r ,  J i m ,  " T h e  M e a s u r e m e n t  o f  C a p a c i t y  
U t i l i s a t i o n ' * ,  A p p l i e d  E c o n o m i c s , V o l . 17,  O c t o b e r ,  19 85 ,  p p , 8 4 9 - 8 6 ^

3 5 ,  B e r u d t ,  E,  R, and  H e s s e ,  D,M., , " M e a s u r i n g  a n d  A s s e s s i n g  C a p a c i t y  
U t i l i s a t i o n  i n  t h e  M a n u f a c t u r i n g  S e c t o r s  o f  N i n e  OECD C o u n t r i e s ' * *  
E u r o p e a n  E c o n o m i c  R e v i e w ,  V . 3 0 ,  O c t o b e r  1986,  p p . 9 6 1 - 9 8 9 .

3 6 ,  Ahmed,  Q, K , ,  "A N o t e  on C a p a c i t y  U t i l i s a t i o n  i n  t h e  J u t e  M a n u f a c ­
t u r i n g  i n d u s t r y  o f  B a n g l a d e s h ' * ,  T he  B f l n g l a d e s h  E c o n o m i c  R e v i e w .
V o l .  1 ,  N o ,  1 ,  J a n u a r y  1973,  p .  103,

270Dhaka University Institutional Repository



2 7 1

T h e  n u m b e r  o n e  s t r a t e g y  o f  t h e  I n d u s t r i a l  P o l i c y  o f  t h e  G o v e r n ­

m e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h  i s  t o  e n c o u r a g e  o p t i m u m

37u t i l i s a t i o n  o f  e x i s t i n g  c a p a c i t y .  S o ,  t h e  o p t i m u m  u t i l i s a t i o n  o f

i n s t a l l e d  c a p a c i t y  o f  t h e  f a c t o r i e s  h a s  been t h e  m a t t e r  o f  p r i m e

38
c o n c e r n  o f  t h e  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  T h e  

y e a r  1 9 8 0 - 8 1  was t h e  f i r s t  y e a r  o f  t h e  S e c o n d  F i v e  Y e a r  P l a n  ( S F Y P )  

and  as  s u c h  t h e  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n  f o r m u l a t e d  

i t s  d e v e l o p m e n t  p r o g r a m m e  k e e p i n g  i n  v i e w  t h e  o v e r a l l  d e v e l o p m e n t  

t a r g e t  e n v i s a g e d  x n  t h e  p l a n  and  i n  a d d i t i o n ,  t h e  r e h a b i l i t a t i o n

s c h e m e s  w e r e  t a k e n  up t o  e n s u r e  f u l l  r e a l i s a t i o n  o f  t h e  I n s t a l l e d

3 9
c a p a c i t y .  The  y e a r  1 9 8 5 - 8 6 ,  t h e  1 0 t h  y e a r  o f  t h e  f u n c t i o n i n g  o f

t h e  C o r p o r a t i o n ,  a l s o  a d d e d  w i t h  a v e r y  s a t i s f a c t o r y  r e c o r d  i n

r e s p e c t  o f  p r o d u c t i v i t y  and c a p a c i t y  u t i l i s a t i o n .  D u r i n g  1 9 8 5 - 8 6 ,

t h e  C o r p o r a t i o n  a c h i e v e d  105jli o f  t h e  t a r g e t ,  a s  a w h o l e  o p e r a t e d

a t  9 1 ^  o f  t h e  a t t a i n a b l e  c a p a c i t y  a n d  1 3 %  o f  t h e  o v e r a l l  i n s t a l l e d  

40c a p a c i  t y .

41B a n g l a d e s h i  e x p e r t  and  C h a i r m a n ,  B a n g l a d e s h  C h « n l c a l  I n d u s ­

t r i e s  C o r p o r a t i o n  h a s  made a c o m p a r a t i v e  s t u d y  a n d  m e n t i o n e d  t h a t  

i n  t e r m s  o f  c a p a c i t y  u t i l i z a t i o n  o f  f e r t i l i z e r  f a c t o r i e s ,  B a n g l a d e s h  

r a n k s  v e r y  h i g h .  D u r i n g  1 9 8 5 - 0 6 ,  t h e  p e r c e n t a g e  o f  c a p a c i t y  u t i l i z a ­

t i o n  o f  f e r t i l i z e r  f a c t o r i e s  was m o r e  th a n  8 0 ^  i n  B a n g l a d e s h ,  I n  

I n d i a  i t  Was o n l y  1  A % ,

37,  G o v e r n m e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  I n d u s t  r i a l  
P o l i c y - 1986, ( D h a k a t  N A l n l s t r y  o f  I n d u s t r i e s ,  1 9 8 6 ) ,  p , 2.

38,  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  B C I C , 
( D h a k a ) ,  p . 19.

39,  B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  A n n u a l  R e p o r t  _198_Q-81 . 
( D h a k a ) ,  p . 14.

40* B a n g l a d e s h  C h e m i c a l  I n d u s t r i e s  C o r p o r a t i o n ,  A n n u a l  R e p o r t  1 9 8 5 - 3 6 . 
( D h a k a ) ,  p p .  1 1 - 1 2 .  .

41 .  H o s s a i n ,  A . K . M ,  M o s h a r r a f ,  " F e r t i l i z e r  I n d u s t r y  i B l u e  P r i n t  f o r  
T o m o r r o w " ,  T h e  B a n g l a d e s h  O b s e r v e r . ( D h a k a *  2 6 t h  F e b r u a r y ,  1 9 8 7 ) .
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I n  I n d i a *  t h e  N i t r o g e n  p r o d u c t i o n  c a p a c i t y  h a s  I n c r e a s e d  f r o m  

a m o d e s t  8 5 , 0 0 0  t o n n e s  i n  1 9 5 1 - 5 2  t o  6 7 . 4 2  l a k h  t o n n e s  a s  on 

1 O c t o b e r  1986.  T h e  P h o s p h a t l c  f e r t i l i z e r  c a p a c i t y  h a s  a l s o  i n c r e a ­

s e d  f r o m 6 3 , 0 0 0  t o n n e s  i n  1 9 5 1 - 5 2  t o  20 .  23 l a k h  t o n n e s  o f  

1 9 8 6 - 8 7  and  t h e  S e v e n t h  P l a n  h a s  l a i d  down a c a p a c i t y  t a r g e t  o f  

9 2 . 5 3  l a k h  t o n n e s  o f  N i t r o g e n  and  2 8 , 9 1  l a k h  t o n n e s  o f  

end o f  t h e  p l a n  p e r i o d  ( 1 9 8 9 - 9 0 ) .

M , L .  Rahman p r e s e n t e d  a t a b l e  ( t a b l e - 6 , 0 1 )  s h o w i n g  p r o d u c t i o n  

c a p a c i t i e s  a n d  u t i l i s a t i o n  o f  F e r t i l i z e r  S e c t o r  i n  I n d i a  and  B a n g l a ­

d e s h  i n  h i s  book e n t i t l e d ,  “ SAARC F a c t s  and  E c o n o m i c  D e v e l o p m e n t " . ^ ^

44An I n d i a n  S c h o l a r  and  M e m b e r ,  P l a n n i n g  C o m m i s s i o n ,  G o v e r n m e n t  

o f  I n d i a ,  h a s  d e s c r i b e d  i n  a v e r y  s i m p l e  f o r m  a n d  t h e  f e r t i l i z e r  

i n d u s t r i e s  a r e  c a t e g o r i s e d  I n t o i

( a )  P u b l i c  S e c t o r ,

( b )  J o i n t  S e c t o r *

( c )  C o - o p e r a t i v e  S e c t o r ,  a n d

( d )  P r i v a t e  S e c t o r .

He ha s  p r e s e n t e d  a T a b l e  ( T a b l e - 6 . 0 2 }  ( g i v e n  h e r e w i t h )  s h o w s  

t h a t  as  a Q a l n s t  t h e  a v e r a g e  c a p a c i t y  u t i l i s a t i o n  o f  8 7 ^  o f  a l l  p r i ­

v a t e  s e c t o r ,  u n i t s  i n  t h e  j o i n t  s e c t o r  t h a t  o f  G u j a r a t  N a r m a d a  

F e r t i l i z e r  C o ,  B h a r i c h  was  9 9 %  and  o f  G u j a r a t  S t a t e  F e r t i l i z e r  C o . ,  

V a n d o d e r a  107)l£, S i m i l a r l y ,  t h e  c o - o p e r a t i v e  s e c t o r  f a c t o r i e s  w e r e  

w o r k i n g  a t  105^^ and  843i c a p a c i t y .  H o w e v e r ,  m o s t  o f  t h e  w h o l l y - o w n e d  

g o v e r n m e n t  c o m p a n i e s  w e r e  w o r k i n g  a t  l o w e r  c a p a c i t y  u s e  l e v e l s .

27 2

42 ,  G o v e r n m e n t  o f  I n d i a ,  I n d i a  1986 t A R e f e r e n c e  A n n u a l . ( N e w  D e l h i  i
P u b l i c a t i o n  D i v i s i o n  , W i n i s t r y  of* I n f o r m a t i o n  an"3 B r o a d c a  s t i  n g ) ,
p p . 4 4 5 - 4 4 6 ,

43,  Rahman, M .L ,  , SAARC Fa c t s  and Economic D e v e l o p m e n t . ( Dh a k a i
SAARC a s soc i  a t ion^  198 6 ) ,  p , " l ^ J7  . . . .

44,  A l a g h ,  Y o g l n d e r  K , ,  " P r i c i n g  P l a n n i n g  and  S t r a t e g y  i n  P u b l i c  '
E n t e r p r i s e s ' * ,  P u b l i c  E n t e r p r i s e s . ( L j u b l j a n a *  I n t e r n a t i o n a l  
C e n t e r  f o r  P u b l i c  E n t e r p r i s e s  i n  D e v e l o p i n g  C o u n t r i e s ,  1 9 8 7 ) ,
p . 2 4 9 .  ■
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Ifilbl_g 6 ,Q ,2 

The F e r t i l i z e r  I n d u s t r y  I n  I n d i a

T
Company /  P l a n t

March 1984-85  |

^ i  I Cap a ci ty  1
C a p a c i t y  j  u t i U z a -  1

■000 ' p .  t .  aJ t i  on 
_____ ^

I

A.  PUBLIC SECTOR

1. F e r t i l i z e r  and C h e m i c a l s !

A l w a y e  -  Udyogmande I 7 8 ,0

Ambalafnedu -  Cochin I 152*0

Ambalamedu -  Cochin I I  40 .0

2. F e r t i l i z e r  C o r p o r a t i o n  o f  I n d l a i

Gorakhpur  131.0

S i n d r i  219 .0

Ranagundaro 228 .0

T a l c h e r  228.0

3. H indust an  F e r t i l i z e r  C o r p o r a t i o n  L td ,  i

Barauni  152.0

Durga pu r  152.0

Namrup 197,0

4. Madras  F e r t i l i z e r  L td .  i

Mana l i  176,0

5. N a t i o n a l  F e r t i l i z e r  L t d .  i

Bh a t i nd a  235,0

N a n g a l  232.0

P a n i p a t  235 .0

75

37

161

60

33

24

24

61

30

38

73

72

60

86

Con td,
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T a b l e  6 , 0 2  c o n t i n u e d

I 6, N e w e l l  L l a n i t e  Coro .  i

\ N e y v e l i 7 0 . 0 84 j

J 7 ,  H a s h t r i v a  C h e m i c a l s  and F e r t l l l 7 e r  L td .  i

1 Trorabay 317,0 85 }

J 8.  R a s h t r i y a  Chemica l  and F e r t i U z e n

i Thai 683 , 0 63 }

J 9 .  S t e o l  A u t h o r i t y  o f  I n d i a  L t d , *

2 Ro u r ka l a  -  O r i s s a 120,0 29 }

! S s m a l l p l a n t s 36,0 52 J

( 10. HLL Hal d i a l 290 .0 56 1

j T o t a l  P u b l i c  S e c t o r i 3 , 7 1 0 . 0

} B. JO INT  SECTOR

J 1. G u l a r a t  Narmada F e r t i l i z e r  Co.

J B ha r i ch 27 3 .0 99 i

(  2.  G u j a r a t  S t a t e  F e r t l l i _ z e r  Co.

* Va dode ra 236 ,0 107 1

I  c .  c o - o p e p a T i v e  s e c t o r

} 1. IFFCO,  K a n d a / K a l o l 260 .0 105 i

i 2.  IFFCO,  P h u l p u r 228.0 84 J

[  3. Krbhc , Hazer a 668.0 S tab  }
,N ew P i  an t )  t

1 D. PRIVATE SECTO:. 1 , 3 1 5 . 0 87 5

1 ( 11  p l a r  i )

A

Sou rc e i  F e r t i l i z e r  A s s o c i a t i o n  o f  I n d i a .
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In B a n g l a d e s h ,  a l l  t he  f e r t i l i z e r  f a c t o r i e s  a r e  I n  p u b l i c  s e c t o r

i . e .  unde r  the c o n t r o l  o f  B a n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  

The annua l  i n s t a l l e d  c a p a c i t y  f o r  the s e l e c t e d  f e r t i l i z e r  f a c t o r i e s  

a r e  shown be l owt

T a b l e  -  6 . 0 3

F a c t o r y

1. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  
Limi ted

2, Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d

3, T r i p l e  S u p e r p h o s p h a t e  Complex  
Limi t ed .

4,  Zi a F e r t i l i z e r  Company L i m i t e d

f o J + c  ̂ s t a l  I ed 
( i C a p a c i t y

MT

Urea

Ammoni um 
SuIp ha t e

Urea

TSP

Urea

1,00,000

___ 12,000

1 . 12 ,00 0

3, 40 ,000

1, 52 ,000

5 ,2 8 , 0 0 0

T o t a l i  11, 32 ,000

In N a t u r a l  Gas F e r t i l i z e r  F a c t o ry  L i m i t e d ,  i n s t a l l e d  p r o d u c t i o n  

c a p a c i t y  o f  1 , 0 6 ,0 0 0  MT U r ea .  A n o t h e r  u n i t  named Ammonium S u l p h a t e  

p l a n t  was e s t a b l i s h e d  and merged  i n  1970 w i t h  an i n s t a l l e d  c a p a c i t y  

o f  12,000 MT Ammonium S u l p h a t e .  F u r t h e r ,  w i t h  t h e  d i v e r s i o n  o f  

Ammonia,  the main i n t e r m e d i a t e  p r o d u c t  f o r  t h e  p r o d u c t i o n  o f  Ammonium 

S u l p h a t e ,  the  i n s t a l l e d  c a p a c i t y  o f  U r ea  p r o d u c t i o n  was r e d u c e d  to

1 .00 .000  MT a n n u a l l y  from 1 ,0 6 ,0 0 0  MT. So the  a c t u a l  i n s t a l l e d  c a p a ­

c i t y  o f  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d  wou ld  be a n n u a l l y

1 .00 .000  MT o f  Ur ea . " *^

45.  N a t u r a l  ‘j a s  F e r t i l i z e r  F ' t o r y  l i m i t e d  a n n u a l  R e p o r t  1 9 8 3 - 3 4 .
( F e n c h u g o n j ) ,  p . 6,

Dhaka University Institutional Repository



277

C a p a c i t y  u t i l i z a t i o n  o f  t h e  F e r t i l i z e r  F a c t o r i e s  i n  B a n g l a d e s h  

f o r  the l a s t  ten y e a r s  from 1976-77 to 1985-86  i s  68.67il^ ( T a b l e - 6 , 0 4 )  

P r o d u c e - w i s e  c a p a c i t y  u t i l i z a t i o n .  Ammonium S u l p h a t e  81.973i ,  U r ea  

l b , 0 2 %  and TSP 4 2 .6 2 ^ .

Y e a r - w i s e  c a p a c i t y  u t i l i z a t i o n  t r en d  i s  I n c r e a s i n g ,  In th e  

y e a r  1976-77 i t  was o n l y  55, lOJifi and now i n  1985 -86  i s  i n c r e a s e d  to  

8 1 .55^  ( T a b l e - 6 . 0 5 )  ,

F a c t o r y - w i s e  c a p a c i t y  u t i l i z a t i o n  f o r  the  l a s t  ten y e a r s  a r e  

shown be l ow i

N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d  -  83,34^l£

Urea  F e r t i l i z e r  F a c t o ry  L i m i t e d  -  7l ,46; i^

T r i p l e  Su Ip erp ho sp ha t e  Complex  L i m i t e d  -  4 2 . 6 2 ^

Zi a F e r t i l i z e r  Company L i m i t e d  -  76 ,95%

D u r i n g  the  l a s t  ten y e a r s  a c t u a l  p r o d u c t i o n  o f  t he  a b o v e  f a c t o ­

r i e s  wer e  52» 35, 377 MT a g a i n s t  t h e  i n s t a l l e d  c a p a c i t y  o f  7 6 , 2 4 , 0 0 0  

MT which means 2 3 ,8 8 , 6 2 3  MT ( 7 6 ,  24 ,000  -  52, 35, 3 7 7 ) ,  I d l e  c a p a c i t y  

and the p e r c e n t a g e  o f  i d l e  c a p a c i t y  i s  ( lOO^i  -  68,67^li) 31.335li.

Dhaka University Institutional Repository



Tabl  e -  6 . 0 4

Sta t ement  showing  the c a p a c i t y  u t i l i z a t i o n  o f  f e r t i l i z e r  
f a c t o r i e s  i n  B a n g l a d e s h  f o r  the  l a s t  ten y e a r s

( 1976-77 to 1985 -86 )

27 8 . .

1 Facto r i  as  i 

\

Annua l  
i n  s t a l l e d  
capa cl ty

MT

V e a r s  | 

i

To ta 1 
P r o d u c t i o n  
c a p a c i  ty

MT

! T o t a l  I 
P r o d u c t i o n  |

)
MT

1 ^  o f  
c a p a c i t y  J 

1 u t i l i z e d  j

_____ .. \

V A. ^mmonium

{
{

{ S u l o h a t e i A
\

J NGFF 12,000 10 1 , 20 ,0 00 9 8 ,3 6 4 81 .97  } 

- i

I B, U r e a »
I
I
{

1 NGFF 1 ,00 ,000 10 10 ,00 ,000 8 , 4 0 , 6 5 3 84 .07  1

i UFFL 3 , 4 0 ,0 0 0 10 3 4 ,0 0 , 00 0 ' 2 4 , 2 9 , 6 3 4 7 1 . 4 6

I ZFCL 5 ,2 8 ,0 00 3 15 ,84 ,000 1 2 , 1 8 , 8 9 6 7 6 . 9 5

5 9 ,8 4 , 0 0 0 4 4 , 3 9 , 1 8 3 7 5 . 0 2

i C. TSP* I

} TSPC 1 , 52 ,0 00 10 15 ,2 0 , 000 6 , 4 7 , 8 3 0 42.  62

} D. To t a l  (A+B^hC) 1 7 6 , 2 4 , 0 0 0 5 2 ,3 5 , 3 7 7 68 .67

I

N o t e s i  NGFF ■ N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d

UFFL »  U r ea  F e r t i l i z e r  F a c t o r y  L i m i t e d

ZFCL -  Zi a F e r t i l i z e r  Company L i m i t e d

TSPC ■ T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d
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T a b l e  -  6 . 0 5

S t a t e m e n t  s h o w i n g  t h e  c a p a c i t y  u t i l i z a t i o n  o f  f e r t i l i z e r
f a c t o r i e s  i n  B a n g l a d e s h  f o r  t h e  l a s t  t e n  y e a r s ,  f a c t o r y w l s e

( 1 9 7 6 - 7 7  t o  1 9 8 5 - 8 6 )

R e f e r e n c e !  P r e p a r e d  by the  r e s e a r c h e r  from the  a n n u a l  R e p o r t s  and  
Audi  t R e p o r t s .
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Abou t  the c a p a c i t y  u t i l i z a t i o n  o f  f e r t i l i z e r  f a c t o r i e s  i n  B a n g l a ­

de sh ,  an eminent  e c ono mi s t  ha s  r e g r e t e d  t h a t  u n f o r t u n a t e l y ,  t he  

p r e s e n t  r a t e  o f  c a p a c i t y  u t i l i z a t i o n  i s  l ow  and e r r a t i c  and t h i s  

unde r  u t i l i z a t i o n  was most  s e r i o u s  a t  the  c o u n t r y ’ s o n l y  TSP complex ' !^

When c o s t s  a r e  no t  r e l a t e d  to  norma l  c a p a c i t y  they  v a r y  w i t h  the  

o u t p u t .  Du r i ng  the  p e r i o d s  o f  c a p a c i t y  u t i l i z a t i o n s  the  c o s t s  goe s  

up but  i f  t he  p r o d u c t i o n  i s  h i g h ,  the  c o s t s  a r e  r e d u c e d .  U n i t  c o s t  

o f  p r o d u c t i o n  i n c r e a s e s  w i t h  the  i d l e  c a p a c i t y  and t h i s  i s  l a r g e l y  

due to the f a c t  t h a t  the  f i x e d  c o s t  may n o t  be c u r t a i l e d  w i t h  t h e  

d e c r e a s e  i n  o u t p u t .  I d l e  c a p a c i t y  c o s t s  a r e  r e p r e s e n t e d  m o s t l y  by 

the  f i x e d  c h a r g e s  r e l a t i n g  to owning  and m a i n t a i n i n g  p l a n t  and e q u i p ­

ment and emp loy ing  s e r v i c e s  which a r e  n o t  u sed  a t  t h e i r  maximum 

p o t e n t i a l .  I t  may be men t i oned  t h a t  f i x e d  c o s t s  o r i g i n a t e  p r i n c i ­

p a l l y  from the i n i t i a l  p r o v i s i o n  o f  c a p a c i t y  to do b u s i n e s s ,  w h i l e  

v a r i a b l e  c o s t s  a r e  i n c u r r e d  f o r  u t i l i s i n g  t h e  c a p a c i t y  to p r o d u c e .  

Thus,  i d l e  c a p a c i t y  has  no b e a r i n g  on v a r i a b l e  c o s t s .  So f a r  a s  

f i x e d  c o s t s  a r e  c o n c e r n e d ,  i n  c a s e  o f  i d l e  c a p a c i t y  o n l y  a p o r t i o n  

o f  the  a t t e n d i n g  f i x e d  c o s t s  a r e  p r o d u c t i v e  o f  b e n e f i t s ,  t h e  r em a in ­

de r  r e p r e s e n t s  c o s t s  o f  i d l e  c a p a c i t y .  The c o s t  o f  i d l e  c a p a c i t y  

must  be i n c l u d e d  i n  the t o t a l  p r o d u c t i o n  c o s t .  Fo r  whi ch  p e r  u n i t  

p r o d u c t i o n  c o s t  i n c r e a s e s .

In a cap i  t a l - s e a r c e  economy l i k e  B a n g l a d e s h ,  p r o d u c t i o n  p e r f o r -  

ance  o f  p u b l i c  e n t e r p r i s e s  i n  te rms  o f  the  optimum u t i l i z a t i o n  o f  

r e s o u r c e s  i n  t h e  form o f  men, m a t e r i a l s ,  m ac h i n e r y  e t c .  I s  o f  p a r a ­

mount i m p o r t a n c e .  Under  u t i l i s a t i o n  o r  n on -u  t i  11 za t i  on o f  t h e

46.  Quasem, Md. A b d u l ,  “ Supply  and D i s t r i b u t i o n  o f  F e r t i l i z e r s  i n
B a n g l a d e s h " ,  F e r t i l i z e r  P r i c i n g  P o l i c y  and F o o d g r a l n  P r o d u c t i o n  
S t r a t e g y  i n  B a n g l a d e s h , ("Dhak a i BI DS and W a s h i n g t o n i  I FP R I ,
198 5) ,  p .  5.
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r e s o u r c e s  means a s e v e r e  l o s s  to th e  n a t i o n .  One o f  t he  i m p o r t a n t  

i n d i c a t o r s  o f  t h e i r  e f f i c i e n t  o p e r a t i o n  and p r o f i t a b l e  p e r f o r m a n c e  

i s  c a p a c i t y  u t i l i s a t i o n .

U t i l i z a t i o n  o f  c a p a c i t y  ma in l y  de pends  on s t r eam da ys  a l o n g  w i t h  

r a t e d  c a p a c i t y .  I f  any f a c t o r y  r u n s  i n  maximum da ys  w i t h  raaximura 

r a t e d  c a p a c i t y  and I t  w i l l  a u t o m a t i c a l l y  r e a ch  t h e  optimum c a p a c i t y  

l e v e l .  I f  we l ook  i n t o  the  c a s e  o f  21 a F e r t i l i z e r  Company L i m i t e d ,  

o p e r a t e d  a t  78.515^ and 80,55;^.  I n s t a l l e d  c a p a c i t y  d u r i n g  1984-35  

and 1985-86 r e s p e c t i v e l y  which can be shown In  the  f o l l o w i n g  T a b l e -  

6 ,0 6 .

T a b l e  -  6 . 06

S ta t em en t  showing  the c a p a c i t y  u t i l i z a t i o n  o f  
ZFGL f o r  1984-35  and 1985-86

Capac i  ty | 
U t i l i z a t i o n  j

Days  1

1984-35 1985-86  5

1 0 0 % 58

}
87 \

9 ^ %  and ab o ve 49 91 }

905t and abo ve 60 29 !

8 5^ and above 23 37 }

80^  and abo ve 44 6 j

L e s s  than 805IS 54 35 1

T o t a l  s tream da ys  288
If

285 \

Down t ime 77 80 }

36 5 365 1
!
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In f i n e  we can s ay ,  s t ream da y s  a l o n g  w i t h  r a t e d  c a p a c i t y  p e r  day  

de te r m in es  the  an nua l  c a p a c i t y  u t i l i z a t i o n  f o r  wh i c h  the  v a r i o u s  

ca u se s  o f  i d l e  c a p a c i t y  w i l l  be e l i m i n a t e d .

U t i l i z a t i o n  o f  p l a n t  c a p a c i t y  d i s c l o s e s  the  co s t - v o l  urae-p ro f i  t  

a n a l y s i s .  The f o l l o w i n g  t a b l e  shows the  e f f e c t  f o r  v a r y i n g  vo lumes  

o f  p r o d u c t i o n ,  on c o s t s  and r e s u l t a n t  p r o f i t .

T a b l e  -  6 . 07  

P l a n t  Capac i  ty

T ^ Q 8 , 2 A %  ! T
( V a l u e  i n  Lac Taka)

TP a r t i  c u l a r s Q 0 % 9 0 % 1003i 110^

P r o d u c t i o n  Qty.  (MT) 272,000

------------------

300,000 306,0  0 0

-------------------

340,000

_______________ X
\

374,000 I

P r i c e  p e r  MT ( i n  Taka) 2656 2656 2656 2656 2656 {

S a l e s  v a l u e  o f  P r o d u c -  
t i  on 7224 ,  32 7968 .00 8127.  36 9 0 30 . 40 9 9 3 3 .4 4  1

V a r i a b l e  Expense s* I
\

D i r e c t  M a t e r i a l s 2254.87 2486.99 2536 .7 3 2818.  59 3100.45  1

P a c k i n g  M a t e r i a l s 1142.40 1260.00 128 5 .20 1428.00 1570.80  J

Spa re s  & M a in t en a nc e 136.00 150.00 153.00 170.00 187 .00  j

F a c t o ry  o v e r h e a d 170.46 188.01 191.77 213 .08 2 34 . 38 1

S e l l i n g  8. D i s t r i b u t i o n  
ove rhead 105.06 115.87 118.  19 131 .32

\

144 .45  !

C o n t r a c t  o f  l a b o u r 27. 20 30.00 30 .60 34.00 37 . 40 Iy
T o t a l  v a r i a b l e  c o s t 38 35.99 4230.87 4315.49 4794 .99 5274 .48  {

C.M. ( S a l e s - T V C ) 3388 .33 37 37. 13 38 11.87 4235 .41 46 58 .9 6  1 
\

Fi X ed Exd en s es i
A
\
i

F a c t o r y  ov e r he ad 1520.17 1520.  17 1520.17 1520.17 1520.  17 j

Admn.& S e l l i n g  Overhea d 246.32 246 .32 24 6 . 32 246 . 32 24 6 . 32  i

F i n a n c i a l  c h a r g e s 762 . 95 7 6 2 . 95 7 6 2 . 9 5 7 6 2 . 9 5 7 6 2 . 9 5  {

S a l a r i e s  & Wages 49 3.46 49 3.46 49 3 .46 49 3. 46 49 3 .46  i
T o t a l  F i x e d  Co s t 3022.90 3022.90 30 2 2 .90 3022.90 3022 .90  1

P ro f 1 t 365.43 7 1 4 . 2 3 788 .97 1212.51 1636 .06  1 
1

N o t e i  Budgeted  amounts  have  been taken as  s t a n d a r d .

S ou rce i  Ur ea  F e r t i l i z e r  F a c t o ry  L i m i t e d , Annua l Repo r t  and A c c o u n t s
1985-86 ,  G h o r a s a l ,  p . 28.
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Among the f e r t i l i z e r  f a c t o r i e s  i n  B a n g l a d e s h ,  T r i p l e  S u p e r p h o s ­

p h a t e  Complex L i m i t e d  u t i l i z e d  l o w e s t  c a p a c i t y  1 ,  o, o n l y  4 2 . 625t f o r  

the l a s t  ten y e a r s .  S in ce  c o m m is s i o n in g  o f  t h e  p l a n t ,  p r o d u c t i o n  

co u l d  n e v e r  be made more than 66,299^ o f  i n s t a l l e d  c a p a c i t y  whi ch  was  

ac h i ev e d  o n l y  i n  1985-86 a f t e r  t a k i n g  many improvement  m e a s u r e s .  The 

management took v a r i o u s  s t e p s  to i m p r o v e  c a p a c i t y  u t i l i z a t i o n ,  kiany 

a d d i t i o n s  and a l t e r n a t i o n s  we re  made i n  th e  p l a n t s  w i th  th e  a s s i s t a n c e  

o f  l o c a l  e x p e r t s  and a l s o  f o r e i g n  e x p e r t s *  '

B e s i d e s ,  a f t e r  e l e ve n  y e a r s  o f  o p e r a t i o n ,  the  c o n d i t i o n  o f  some 

m a c h i n e r i e s  has  d e t e r i o r a t e d  due to c o r r o s i o n ,  e r o s i o n ,  no rma l  wea r  

and t e a r  e t c .  These  d e t e r i o r a t e d  c o n d i t i o n  o f  m a c h i n e r i e s  i n c r e a s e d  

dovvn t ime a b n o r m a l l y .  Due to f r e q u e n t  breakdown o f  m a c h i n e r i e s  f o r  

above  r e a s o n s  b e s i d e s  o c c a s i o n a l  s h o r t a g e  o f  i m p o r t e d  raw m a t e r i a l s  

and n o n - l i f t i n g  o f  f i n i s h e d  p r o d u c t  by Ba DC i n  t im e .  A l l  t h e s e  f a c ­

t o r s  r e s t r i c t e d  a t t a i n a b l e  c a p a c i t y  and a c t u a l  p r o d u c t i o n  was much 

l o w e r  than i n s t a l l e d  c a p a c i t y .

Wi th  a v i ew  to u t i l i z i n g  the  i n s t a l l e d  c a p a c i t y  o f  1 , 5 2 , 0 0 0  MI ,

TSP the improvement  programme u nd e r t a k e n  w i t h  e f f e c t  from 1981 -82  I n  

the name and s t u l e  " F e r t i l i z e r  I n d u s t r i e s  R e h a b i l i t a t i o n  Prog rammei  

FI RP “ a t  e s t i m a t e d  c o s t  o f  T k , 3904,00  l a c s  i s  I n  p r o g r e s s .  i t  i s  

ex p ec t ed  t h a t  the  company w i l l  f u l l y  u t i l i z e  i t s  i n s t a l l e d  c a p a c i t y  

from 1986-67 i f  BADC can l i f t  the  e n t i r e  p r o d u c t i o n  i n  t i m e . ^ ^

In o r d e r  to m ax im i se  stream d a y s ,  p r e v e n t i v e  m a i n t e n a n c e  ha s  been  

ge a r e d  up i n  each e n t e r p r i s e  and the  an nua l  o v e r - h a u l  p l a n  o f  each  

e n t e r p r i s e  was d r awn -up  w e l l  In  t ime  and the  shu t  down was c a r r i e d  

o u t  a c c o r d i n g l y . ^ ^

47,  T r i p l e  S u p e r ph os ph a t e  Complex L i m i t e d ,  "Annua l  Rep o r t  1 9 8 5 - 8 6 " ,
( c h i  t t a g o n g ) , p , 8 ,

48,  B a ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "Annua l  R e p o r t  1 9 8 5 - 8 6 *.
( D h a k a ) , p , 13,  .
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Management e x p e r t  o f  o u r  count ry  e x p r e s s e d  t h a t  the  s u c c e s s  

o f  manpower p l a n n i n g  f o r  i n d u s t r i a l i z a t i o n  de pends  to a g r e a t  e x t e n t  

on the adequacy  and e f f e c t i v e n e s s  o f  manpower  g e n e r a t i n g  sys tem o f
49

the co u n t r y .  A c c o r d i n g  to B a n g l a d e s h i  a c a d e m i c i a n  P r o f e s s o r

50D, E h a t t a c h a r j  ee ,  the  s u c c e s s  o f  the i n d u s t r i a l  d e v e l o p m e n t  

programmes o f  a g i v e n  coun t ry  l a r g e l y  depends  upon the  e f f e c t i v e ­

n e s s  o f  o p e r a t i o n s  o f  m a n a g e r i a l  p e o p l e ,  B a n g l a d e s h i  e x p e r t ^ ^

Opined  t h a t  B an g l a d e s h  s e r i o u s l y  l a c k s  a s y s t e m a t i c  and sound wage  

and s a l a r y  a d m i n i s t r a t i o n  p o l i c y  which m a i n l y  r e s u l t s  i n  emp loyee  

d i s s a t i s f a c t i o n  In  o u r  f a c t o r i e s  l e a d i n g  to l o w e r  p r o d u c t i v i t y  and  

p o o r  q u a l i t y  o f  work,

52
An I n d i a n  e x p e r t  d e s c r i b e d  t h a t  the  p u b l i c  s e c t o r  p r o j e c t s

r ous ed  h i gh  e x p e c t a t i o n s  f o r  j o b s ,  they become bu rdened  w i th  the

c o s t s  and i n e f f i c i e n c i e s  o f  e x c e s s i v e  manpower .  For  e xam p l e ,  t he

Go rakhpur  p l a n t  had to employ 2 ,500 p e r s o n s .  More  than 1, 500 was

n o t  n e c e s s a r y .  None o f  the  p r i v a t e  s e c t o r  p r o j e c t s  had to s u f f e r

from t h i s  d i s a d v a n t a g e .  Famous I nd i an  r e s e a r c h  s c h o l a r  Laxrai 

5 3
N a r a i n  e x p r e s s e d  i n  h i s  i n t e n s i v e  study t h a t  manpower  p l a n n i n g

49, I s l a m ,  M . N . ,  "Manpower  P l a n n i n g  f o r  I n d u s t r i a l i z a t i o n ' * ,
Management D e v e l o pm e nt . (Dhaka i  B a n g l a d e s h  Management  
Deve lopment  C e n t r e ,  1972 ) ,  p .  29.

50, B h a t t a c h a r j  ee ,  D u r ga da s ,  " M a n a g e r i a l  P e r f o r m a n c e  o f  t he  P u b l i c  
S e c t o r  I n d u s t r y  t A Review o f  Co nc ep t s  and T r ends  o f  P e r f o r m a n c e
o f  the  Sugar  I n d u s t r y  i n  Ba ng l a d e s h ' * ,  The Dhaka U n i v e r s i t y  S t u d i e s . 
P a r t - C ,  (Dhaka i  1985 ) ,  p . 75.

51, A l l ,  A , ,  " P r o b l e m s  o f  Wage and S a l a r y  A d m i n i s t r a t i o n " ,  Man a gem en t  
Developmen t . (Dhaka*  B a n g l a d e s h  Management  Dev e l o pme nt  C en t r  e , 
1972 ) ,  p , 4 9 .

52, Ghosh.  Sai 1 en d ran a t h , " F e r t i l i z e r  Techno l ogy  i Fra c tu r ed  P ro f i  1 e 
o f  S e l f - R e l i a n c e " ,  Economic and P o l i t i c a l , iBombayi  1 9 86 ) ,  p . 7 01 .

53, N a r a i n ,  Laxml , P u b l i c  E n t e r p r i s e  i n  I n d i a , (New D e lh i  i S, Chand & 
Co. L t d , ,  1975)  , p . e ^ .
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p u b l i  c
i s  the A c h i l l e s '  h ee l  o f  the economy a s  w e l l  a s  o f  most  o f  t h e \ e n t e r -  

p r i s e s  which p r o v i d e  p e r  c a p i t a  v a l u e  o f  p r o d u c t i o n  f o r  a l l  t h e  

employees i  p r e f e r a b l y  o f  t he  p r o d u c t i o n  s t a f f  can a l s o  p r o v i d e  a 

broad  i n t e r - p e r l o d  compar i son  o f  l a b o u r  e f f i c i e n c y  bu t  the  s u b j e c t  

does  n o t  f i n d  much ment ion  i n  the  an nua l  r e p o r t ,

M e t r o p o l i  t l  an Chamber o f  Commerce and I n d u s t r y ^ ^  ( M C C l ) ,  Dhaka  

i n  I t s  r e c e n t  r e v i e w  r e p o r t e d  t h a t  B a n g l a d e s h  i s  one o f  the  few coun­

t r i e s  whose l a b o u r  p r o d u c t i v i t y  i n  1985 was s t i l l  l o w e r  compared  to 

1970. L abou r  p r o d u c t i v i t y  i n  B a n g l a d e s h  showed a d e c l i n e  by a b o u t  

23 p e r c e n t  d u r i n g  the  p e r i o d ,  1970 -85 ,  Th i s  d e c l i n e  compared ve ry  

u n f a v o u r a b l y  to the  s i t u a t i o n  p r e v a i l i n g  i n  the  n e i g h b o u r i n g  South  

A s i a n  C o u n t r i e s .  L a bo u r  p r o d u c t i v i t y  i n c r e a s e d  by 1 6 3 %  i n  P a k i s t a n  

and ^ 2 %  i n  I n d i a  d u r i n g  the  same p e r i o d .

Le t  Us have  a look on the  p r o d u c t i v i t y  o f  I n d u s t r i a l  l a b o u r  i n  

the Ban g l ad e sh  F e r t i l i z e r  S e c t o r  ( T a b l e - 6 , 0 8 )  v\rhlch d i s c l o s e d  w i t h  

the  o t h e r  s e l e c t e d  i n d u s t r i e s  o f  B a n g l a d e s h  a t  c o n s t a n t  p r i c e s  by 

the gov ernmen t .

28 5

54, The B a ng l a d e s h  O b s e r v e r . (Dhaka *  19 87 ) ,  8 th  Sep tembe r ,

55, Government  o f  the  P e o p l e ' s  R e p u b l i c  o f  B a n g l a d e s h ,  Sta t i  s t l  ca 1 
P oc k e t  Book o f  B an g l a d e s h  1987, (Dhaka*  B a n g l a d e s h  Bureau  o f  
S ta t i  s t i  c s ,  1988) , p ,  127,
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P r o d u c t i v i t y  i n d i c e s  o f  i n d u s t r i a l  l a b o u r  i n  f e r t i l i z e r  
i n d u s t r y  o f  B an g l a d e s h  a t  c o n s t a n t  p r i c e s

( B a s e  I 1976-77 = 100)

28 6

T a b l e  -  6 . 0 8

We may l i s t  i n d i c a t o r s  a s i  Frequency  o f  a c c i d e n t s *  c a r e l e s s ­

n e s s ,  c o m p l a i n t s  n o t  h a nd l e d  s a t i s f a c t o r i l y ,  e x c e s s i v e  g o s s i p s ,  

ab s e n c e  o f  p r i d e  i n  the  j o b ,  i g n o r a n c e  a bo u t  f a c t o r y  r u l e s  and 

r e g u l a t i o n s ,  d e f e c t i v e  p r o d u c t s ,  h i g h  p r o d u c t i o n  c o s t ,  h i g h  w a s t a g e  

r a t i o ,  h i g h  p i l f e r a g e ,  commotion o v e r  p r o m ot i o n  p o l i c y  e t c .  A c c o r ­

d i n g  to M. R a h m a n , t h e  n a t i o n a l i s e d  c o r p o r a t i o n s  i n  B a n g l a d e s h  

a p p e a r s  to have  been managed th ro ugh  the  a p p l i c a t i o n  o f  t h e o r y -  X,  

where  the  p r i m a r y  a s sump t i on  a b o u t  the  p e o p l e  i s  t h a t  the  p e o p l e  

a r e  i n h e r e n t l y  l a z y  and they can n o t  be t r u s t e d ,  A g r oup  o f

56, Rahman, Mawdudur,  "A n o t e  on c o n t r o l s  and a c c o u n t i n g  i n  n a t i o n a *  
U s e d  c o r p o r a t i o n s  i n  B a n g l a d e s h " ,  Management .  B u s i n e s s  and  
Economi c s . (Dhaka*  The I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  
U n i v e r s i t y  o f  Dhaka,  V o l . 4, N o . l ,  19 78 ) ,  p , 7 7 .
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p s y c h o l o g i s t s  o f  the  U n i v e r s i t y  o f  Dhaka,  became co n c e r n e d  a b o u t  

the I n d u s t r i a l  s i t u a t i o n  i n  the  coun t ry  and u n d e r t o o k  a s e r i e s  o f  

i n v e s t i g a t i o n s  headed by P r o f e s s o r  M. Raushan A l l  and found t h a t  

the r e  was an a c u t e  p rob l em  o f  l a b o u r  d i s c i p l i n e  d u r i n g  the  p e r i o d  

between J u l y  1973 and A u g u s t  1974 and p r o b l e m s  l i k e  g h e r a o ,  a b s e n ­

t ee i sm ,  l a t e  a t t e n d a n c e ,  n e g l i g e n c e  o f  d u t y ,  i n d i s c i p l i n e ,  v i o l e n c e ,  

e t c .  were s e v e r e  i n  n a t i o n a l i z e d  i n d u s t r i e s .

A c c o r d i n g  to B C l C ' s  r e p o r t ,  t he  e n t i r e  p e r s o n n e l  s t r e n g t h  i n  

the c o r p o r a t i o n  a s  on 30 -  6 -  86 was 24 ,443  c o m p r i s i n g  8 10 p e r s o n s  i n  

head o f f i c e  and 23 ,633  p e r s o n s  a t  the  e n t e r p r i s e s  o f  which 3,510

287

57

58o f f i c e r s ,  7 , 217  s t a f f  and 13 ,716  wo rke rs . "^  The e n t e r p r i s e s  r e q u i r e  

to emphas iz e  upon r e g u l a r  t r a i n i n g  o f  e x e c u t i v e s ,  s t a f f  and wo rke r s .  

Dur ing  the de cad e  unde r  r e v i e w  ( 1976-77 to 1 9 8 5 - 8 6 ) ,  2, 304 p e r s o n s  

were  i m p a r t e d  a p p r e n t i c e s h i p  t r a i n i n g ,  949 p e r s o n s  i n - p l a n t  s u p e r ­

v i s o r y  t r a i n i n g  3 ,906  p e r s o n s  i n s t i t u t i o n a l  t r a i n i n g  t o t a l l i n g  7 , 6 2 9

59p e r s o n s  i n c l u d i n g  the  t r a i n i n g  o f  470 o f f i c e r s  a b r o a d .

I t  has  been no t ed  t h a t  w h i l e  t h e r e  was no f o r m a l  p o l i c y  c o n c e r n i n g  

l a b o u r  In  the B r i t i s h  p e r i o d ,  the  who l e  o f  P a k i s t a n  and B a n g l a d e s h  

p e r i o d s  we re ,  howeve r ,  c h a r a c t e r i s e d  by f r e q u e n t l y  d e c l a r e d  l a b o u r  

p o l i c i e s .  Du r ing  the who le  P a k i s t a n  and B a n g l a d e s h  e r a  o f  a b o u t  40 

y e a r s ,  t h e r e  were  as  many as  s i x  l a b o u r  p o l i c i e s  -  each o f  whi ch  was 

f u l l  o f  h o p e f u l  p l e d g e s  to the w o r k e r s  bu t  v e ry  few o f  t h o s e  p l e d g e s
6owere  i n  f a c t  im p l em ented .

57. A l l ,  Muhammad Raushan,  A ch i e ve m en t  M o t i v a t i o n  and i n d u s t r i a l  P r o ­
d u c t i v i t y  i n  B a n o l a d e s h . ( D n a t a i  Uni v e r s i  t y o  r Dhak a , 1^79;  , p .  123*

58. B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  B C I C . 
( Dhaka i  1986 ) ,  p , 4 5 ,

59. 1 bl  d . . p , 4 5 .

60 .  Khan,  Md. Ab ba s  A l l ,  "Government  P o l i c i e s  Towards  L a b o u r  i n  
B a ng l a d e s h  i A H i s t o r i c a l  A n a l y s i s " ,  The Dhaka U n i v e r s i t y  S t u d i e s . 
P a r t - C . (Dhaka i  V o l . V l i ,  N o . 2, December ,  1986)  , p . 98 .
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The t o t a l  manpower p o s i t i o n  a s  on 3 0 - 6 - 8 6  o f  t he  s a i d  f e r t i l i z e r  

f a c t o r i e s  was 4 , 7 44  o f  which 1 ,932 w o r k e r s ,  1 ,522  s t a f f  and  1,290  

o f f i c e r s  which can be shown be l owt

T a b l e  ■ 6 .09

Manpower  p o s i t i o n  o f  f e r t i l i z e r  f a c t o r i e s  
i n  B a n g l a d e s h  a s  on 30th J u ne ,  1986

Le t  Us looK i n t o  the  manpower  p o s i t i o n  and l a b o u r  p r o d u c t i v i t y  

o f  d i f f e r e n t  f e r t i l i z e r  f a c t o r i  es,  s e p a r a t e l y ,

i ) N a x u r a l  Gas F e r t l A i  ^e r  F a c t o ry  Limi t e d

a)  Manpower P o s i t i o n i

To ta l  manpower  p o s i t i o n  o f  t he  N a t u r a l  Gas  F e r t l l l z a r  

Fa c to ry  L i m i t e d  as  on 30. 6,77 was 1, 537 and on 3 0 . 5 . 3 6  was  1 ,336  

and the y e a r l y  a v e r a g e  f o r  the p e r i o d  was 1, 433 ( T a b l e - 6 , 1 0 )  which  

i s  l e s s  than the a p p r ov e d  s e t  o f  1 , 5 94 .
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N a t u r a l  Gas F e r t i l i z e r  F a c t o ry  L i m i t e d  

Manpower  P o s i t i o n

T a b l e  -  6 .  10

Yea r

1976-77

1977-78

1978-79

1979-80

1980-81

1981-82

1982-83

1983-84

1984-85

1985-86  

A v e r a g e

App rov ed 
s e t  up

Wo rk e r

900

900

900

946

866

775

755

796

761

7 27

832

881

Ca t e g o r y

S t a f f

427

427

427

341 

37 4

37 5

365

358

349

345

379

449

Of  f i  c e r

210

210

210

190 

20 4

236

227

213

253

264

222

264

T o t a l  
Sta  f f

1 ,537

1, 537

1, 537

1, 477 

1 ,444

1, 386

1, 347

1, 367

1, 363

1, 336

1 ,433

1, 594

b) L ab ou r  P r o d u c t i v i t y !

Y e a r l y  l a b o u r  p r o d u c t i v i t y  can be c a l c u l a t e d ,  y e a r l y  p r o d u c t i o n  

u n i t  d i v i d e d  by man power  p o s i t i o n  a t  the  y e a r  end.  T h i s  can g i v e  us  

p r o d u c t i o n  p e r  man p e r  y e a r .  In  the  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  

L i m i t e d ,  l a b o u r  p r o d u c t i v i t y  i n  1976-77 was 5 6 ,6  MT and In  1985 -86  

was 67 ,4  MT and the  y e a r l y  a v e r a g e  f o r  the  l a s t  ten y e a r s  was  66 .0  MT 

which I n c l u d e s  the p r o d u c t i o n  o f  Ammonium S u l p h a t e  and Urea  F e r t i l i z e r  

( T a b l e - 6 .  11 ) .
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N a t u r a l  Gas F e r t i l i z e r  Fa c t o ry  L i m i t e d  

La b ou r  P r o d u c t i v i t y

290

T a b l e  -  6 . 11

i  i . Urea  F e r t i l i z e r  F a c t o ry  L i m i t e d

a)  Manpower  P o s l t l o n i

In the  Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  manpower  p o s i t i o n  

as  on 30 * 6 , 77  was 1,017 and on 3 0 , 6 . 3 6  was 1, 389 and the  y e a r l /  

a v e r a g e  f o r  the  p e r i o d  was 1 , 174 .  T a b l e - 6 , 1 2  g i v e s  u s  the  c l e a r  

i d e a  o f  manpower p o s i t i o n  i n  d i f f e r e n t  c a t e g o r y  y e a r w l  se#
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T a b l  e -  6 , 1 2

Urea  F e r t i l i z e r  Fa c t o ry  L i m i t e d  

Manpower  P o s i t i o n

\ \ 
I Yea r  ( Ca tego  ry T o t a l  !

o X £ C A
Work e r S t a f f  ! 0 f f l  c e r

S13 I r j

} 1976-77 454 39 3 170

1
1,017 1

i 1977-73 49 6 386 200 1,082  {

} 1978-79 455 39 6 187 1,038 1

I 1979-80 48 6 4 39 203 1,128 j

1 1980-81 543 436 200 1,179

1 1981-32 59 4 415 214 1 ,223

J 198 2-3 3 57 4 397 254 1,225

1 1983-34 589 406 244 1,239

{ 1984-85 361 39 1 468 1,220

! 1985-86 418 524 447 1, 369 \

r A v e r a g e 497 418 259 1,174 J

i Approved
!i s e t  up 57 2 536 27 3 1, 38 1 i

b. L abou r  P roduc  t i  vl  tv i

L ab ou r  p r o d u c t i v i t y  o f  the  Ur ea  F e r t i l i z e r  F a c t o r y  L i m i t e d  

i n  1976-77 was 204 , 5  MT and i n  1985-36 i n c r e a s e d  to  221,0  MT and  

the y e a r l y  a v e r a g e  was 206 . 4 MT ( T a b l e - 6 , 1 3 ) .
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Urea  F e r t i l i z e r  Fa c t o ry  L i m i t e d  

La b ou r  P r o d u c t i v i t y

29 2

T a b l e  -  6 .  13

Yea r To ta 1 
S ta f  f

P r oduc  t i  on 
’ 00 0 '  MT

1976-77 1,017 208

1977-78 1,032 151

1978-79 1,038 236

1979-30 1, 128 257

1980-31 1, 179 245

1981-32 1,223 253

1982-33 1,225 284

19 8 3-8 4 1,239 257

1984-35 1,220 232

1985-86 1, 389 307

20 4.  5 

139. 6

227.4

227.9  

207.  8

206.9  

2 3 1 . 8

207.4  

190. 2 

2 2 1 . 0

i.

Y ea r
A v e r a g e

i l l )  2i a F e r t i l i z e r  Company L i m i t e d

( a )  Manpower  P o s l t l o n t

Manpower  p o s i t i o n  o f  21a F e r t i l i z e r  Company L i m i t e d  as  

on 3 0 .6 . 8 4  was 1»081 and on 3 0 . 6 . 3 6  was 1 , 025  and the  y e a r l y  

a v e r a g e  i s  1,059 ( T a b l e - 6 , 1 4 ) .
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Zl a F e r t i l i z e r  Company L i m i t e d  

Manpower  P o s i t i o n

29 3

T a b l e -  6 .  14

Yea r C a te g o r y

Iftork er Sta f f O f  f i  c e r

To ta 1 
S t a f f

1980-31

1981-32

1982-33 Commission i n  1983-84 \
\
\
\
\
\
I
1
I
\
{
\
i

A

19 8 3-3 4

1984-85

1985-86  

Av e ra Qe

App rov ed 
s e t  Up

363

349

299

337

4 36

47 1 

432 

381 

428

342 224

247 1,081

29 1 1 ,072

345 1,025

29 4 1,0 59

1 , 0 0 2

b. L ab ou r  P rodu c t i  vl  tv i

L a bou r  p r o d u c t i v i t y  o f  Zi a F e r t i l i z e r  Company L i m i t e d  f o r  the  

y e a r  1983-84 was 350.6  MT and f o r  the y e a r  1985 -86  was 4 1 4 . 6  MI  

and the y e a r l y  384. 1 MT ( Tab l  e - 6,  15) ,
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29 4

Z i a  F e r t i l i z e r  Company L i m i t e d  

Labou r  P r o d u c t i v i t y

T a b l e  -  6 .  15

1 Y ea r  

j

i To t a l  ! 
■ Sta f f ]|

P r o d u c t i o n  j 
•000 '  MT j

P rodu c ti  v i  ty ( Ton/Year/Work  e r )

Commi s si on ed i n  1983-84

i 198 3-84 1,081 379 350 . 6  i

j 1984-85 1,072 415 387 .1  j

} 1985-86 1,025 425 4 1 4 . 6  I

j Y e a r l y
j A v e r a g e 384.1  j

i V ) T r i p l e  Su pe r ph os ph a t e  Complex L i m i t e d

a )  Manpower  P o s i t l o n i

In the  T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  manpower  

p o s i t i o n  a s  on 30 .6 ,7 7  was 654 and on 3 0 . 6 , 3 6  was 994 and  

the y e a r l y  a v e r a g e  i s  950 whi ch  i s  b e l o w  the  a p p r o v e d  s e t  

up ( T a b l e - 6,  16 ) ,
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29 5

T r i p l e  S u p e r ph os ph a t e  Complex L i m i t e d  

Manpower  P o s i t i o n

T a b l  e -  6 . 1 6

Yea r Ca t e g o r y

Wo rk e r S t a f f Of  f l  c a r

T o t a l
S t a f f

197 6-77

1977-78

1978-79

1979-80

1980-81

1981-82

1982-83

1983-84

1984-85

1985-86  

A v e r a g e

300 

316 

574 

580 

615 

604 

57 1 

564 

529 

488 

514

239

241

30 3 

299 

29 3 

280 

256 

260 

263 

27 2 

27 1

115

122

183

168

161

155

149

151

211

234

165

654

679

1 , 0 6 0

1,047

1,069

1.0 39 

976  

97 5

1.00 3 

994  

9 50

App r oved  
s e t  up 607 29 1 19 5 1 ,093

b.  L abou r  Produ  c t l  v l  tv t

Labou r  p r o d u c t i v i t y  o f  the  T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d  

i n  the  y e a r  1976-77 was 58,1 MT and In  1985-86 was  101.6  MT and the  

y e a r l y  a v e r a g e  was 67 ,7  MT ( T a b l e - 6 , 1 7 ) ,
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T r i p l e  Su pe rp h os ph a t e  Complex L i m i t e d  

Lab ou r  P r o d u c t i v i t y

29 6

T a b l e  -  6 .  17

TYea r To t a l  
S t a f f

P roduc t i  on 
•000*  MT

j P r o d u c t i v i t y  
(  Ton/Year/Work  e r )

1976-77

1977-78

1978-79

1979-80

1980-81

1981-32

1982-83

1983-84

1984-85

1985-86

654 

679 

1,060 

1,0 47 

1,069  

1,039  

976 

975  

1,003  

99 4

38 

41 

62 

71 

71 

58 

69 

81 

55 

10 1

58 .1

60 .4

58 .5  

67. 8 

6 6 ,4  

55.8

7 0 .7

83 .1

54.8  

1 0 1 . 6

Y e a r l y  A v e r a g e 67 .7

A n a l y s i s  o f  Manpower  P o s l t l o m

Manpower  p o s i t i o n  o f  t he  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s  can be  

c l a s s i f i e d  i n t o  t h r e e  c a t e g o r i e s  v i z .  W o r ke r ,  S t a f f  and O f f i c e r s .  

Approved  s e t  up I s  to p e r f o r m  the f u l l  o p e r a t i o n a l  c a p a c i t y  b u t  s u r ­

p l u s  manpower  c r e a t i n g  i n c r e a s e d  c o s t  and the manpower  b e l o w  the  
a p p r ov e d  s e t  up a l s o  m | c r e d t i n g  t r o u b l e  whi ch  p r o d u c e d  be l ow  the  
c a p a c i t y  and u l t i m a t e l y  I n c r e a s i n g  p e r  u n i t  c o s t .  T a b l e - 6 , 1 8  g i v e s

us the  c l e a r  i d e a  o f  d i f f e r e n t  c a t e g o r i e s  o f  t o t a l  manpower ,  a p p r o v e d  

s e t  up and sho r tag  e/su rp lu  s o f  the  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s .
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T a b l e  -  6 . 1 8

C o m p a r a t i v e  y e a r l y  a v e r a g e  m a n p o w e r  p o s i t i o n
f o r  t h e  l a s t  t e n  y e a r s

(  1 9 7 6 - 7 7  t o  1 9 8 5 - 8 6 )

1 Facto ry  1 P a r t i c u l a r s  |

}  (  1
i  __

Ca t e g o r y ] r o t a

Work e r S t a f f
1
}  O f f i c e r

s t a t i  1 

__________  1

1 NGFF App r ov ed  s e t  up 88 1 449 264 1, 594 j

< A c t u a l 832 379 222 1 ,433  i

1 S h o r t a g e 49 70 42 161 {

i UFFL App r ov ed  s e t  up 57 2 536 27 3 1, 38 1

J A c t u a l 497 418 259 1,17 4

1 S h o r t a g e 75 118 14 207

I ZFCL A p p r o v ed  s e t  up 4 36 342 224 1,002

I A c t u a l 337 428 29 4 1,0 59 }

J S h o r t a g e 99 ( - 8 6 ) ( - 7 0 ) ( - 5 7 )  {

i TSPC Ap p r o ve d  s e t  up 607 291 19 5 1 ,093  }

j A c t u a l 514 27 1 165 9 50 J

J S h o r t a g e 93 20 30 143 \

1 T o t a l  1 A pp ro ved  s e t  up 2,49 6 1,618 9 56 5 ,070  I

J A c t u a l 2, 180 1, 49 6 9 40 4 ,6 16  1

1 S h o r t a g e 316 122 16 454 5

N o t e t

NGFF m

UFFL a
ZFCL 3
TSPC

A c t u a l  i s  t he  a v e r a g e  o f  the  l a s t  ten y e a r s i

N a t u r a l  Gas  F e r t i l i z e r  F a c t o ry  L i m i t e d  
Urea  F e r t i l i z e r  F a c t o ry  L i m i t e d
2i a F e r t i l i z e r  Company L i m i t e d  
T r i p l e  S u p e r ph os ph a t e  Cr ’ ex L i m i t e d
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A n a l y s i s  o f  the La b o u r  P r o d u c t i v i t y

The N a t u r a l  Gas  F e r t i l i z e r  F a c t o ry  L i m i t e d ,  p r o d u c e s  Aramoniura 

S u lp ha t e  and Urea  F e r t i l i z e r  i n  the  same manpower  and i n  the  c o n t i ­

nuous  p r o c e s s .  So,  I t  i s  n o t  p o s s i b l e  to i d e n t i f y  the  manpower  

r e q u i r e d  f o r  Ammonlurn. S u I p h a t e  and Urea  s e p a r a t e l y .  T h e r e f o r e *  the  

f a c t o r y  can n o t  be compared w i t h  any o t h e r  f a c t o r y .  Only  y e a r w i s e  

p r o d u c t i v i t y  l e v e l  can be compared f o r  c o s t  c o n t r o l  and c o s t  r e d u c ­

t i on  p u r p o s e s .

The Urea  F e r t i l i z e r  Fa c t o ry  L i m i t e d  and the  Zi a F e r t i l i z e r  

Company L i m i t e d  p r o d u c e s  one s i n g l e  p r o d u c t  i . e .  U r e a .  So, t h e s e  

two f e r t i l i z e r  f a c t o r i e s  can be compared f o r  p r o d u c t i v i t y  l e v e l .

But the Zi a F e r t i l i z e r  Company L i m i t e d  s t a r t e d  th e  commerc i a l  p r o ­

d u c t i o n  from 1983-84 and we a r e  i n  a p o s i t i o n  to  compa re  the  p r o d u c ­

t i v i t y  o f  1983 -84 ,  1984 -85 ,  1985-86 and son .  T a b l e -  6 . 19  i n d i c a t e s

th a t  Zi a F e r t i l i z e r  Company L i m i t e d  i s  a l w a y s  b e t t e r  p r o d u c t i v i t y  

than the Ur ea  F e r t i l i z e r  F a c t o ry  L i m i t e d  i . e . ,  t he  r a t i o  o f  UFFL and  

SFCL i s  207.4*  35 0 . 6 ;  1 9 0 . 2i 387.  1 and 2 2 1 . Oi 4 1 4 , 6 .

TSP Complex L i m i t e d ,  I s a  s i n g l e  TSP f a c t o r y  i n  B a n g l a d e s h  and  

so i t  i s  n o t  p o s s i b l e  to compare  w i t h  any o t h e r  f e r t i l i z e r  f a c t o r i e s .  

T h e r e f o r e ,  i t  I s  b e t t e r  to compare  i t s  y e a r w i s e  l a b o u r  p r o d u c t i v i t y .

Le t  us  have  a l ook  the  l a b o u r  p r o d u c t i v i t y  o f  d i f f e r e n t  f e r t i ­

l i z e r  f a c t o r i e s  y e a r w i s e  ( T a b l e - 6 , 19 ) .

29 8
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In  o u r  c o u n t r y ,  t h e r e  i s  a l i m i t e d  chance  to  e v a l u a t e  the  

p e r f o r m a n c e  o f  l a b o u r s ,  s u p e r v i s o r s ,  f o r em an ,  e t c .  t r u e l y .  A s  

the r o o t  o f  p e r f o r m a n c e  e v a l u a t i o n  I s  d e f e c t i v e ,  o p e r a t i o n  o f  

i n c e n t i v e  p l a n  becomes i n e f f e c t i v e .  So,  p r o p e r  man i s  n o t  

honoured .  That  i s  why,  most  o f  o u r  n a t i o n a l i s e d  i n d u s t r i e s  a r e  

s u f f e r i n g  from low q u a l i t y ,  h i gh  l a b o u r  t u r n o v e r ,  huge  wage  c o s t  

and u l t i m a t e l y  l ow  l a b o u r  p r o d u c t i v i t y .

I d l e  t ime l a b o u r  c o s t s  a r i s e  i n  a f a c t o r y  when the  manpowers  

a r e  p a i d  f o r  t ime sp en t  w a i t i n g  f o r  work o r  f o r  the  r e p a i r  o f  a 

machine .  i t  i s  a form o f  i n d i r e c t  l a b o u r  bu t  i n  o r d e r  t h a t  the  

management may have  a c o m p a r a t i v e  f i g u r e  o f  t he  amount o f  l o s s  

a r i s i n g  from p o o r  f a c t o r y  p l a n n i n g  o r  f rom o l d ,  worn equ ipm en t ,  

i t  sho u ld  be r e c o r d e d  i n  a s e p a r a t e  s t a t e m e n t .  The re  may be c a r e ­

l e s s  o p e r a t i o n ,  p o o r  t o o l s ,  p o o r  l i g h t ,  i n e x p e r i e n c e ,  l ow  wage  

r a t e ,  i m p r o p e r  speed  o f  m a c h i n e r y ,  and even p o o r  s u p e r v i s i o n .

Once the c a u se s  have  been d e t e r m i n e d ,  s t e p s  can be t aken  to  

e l i m i n a t e  them.

In many f a c t o r i e s ,  t h e r e  a r e  i n d i v i d u a l  w o r k e r  e f f i c i e n c y  

r e p o r t s  and i d l e  machine  r e p o r t s .  A l t h o u g h  more a p p r o p r i a t e l y  

termed e n g i n e e r i n g  r e p o r t s .
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Lab ou r  p r o d u c t i v i t y  o f  u r e a  f e r t i l i z e r  p l a n t s  

( G a s  Based  P l a n t s )

T a b l e  -  6 . 2 0

_  -  -

^Number Jin s t a l  1 ed  ̂ T o t a l  S t a f f  p e r  r o d u c - J p r o d u c  t l v i  ty
jO f Fac- rcapac l  ty < S t a f f
T o r i e s *  ■

T--------------------i ----------------- \------------------------------- T
S t a f f  p e r  vP r o d u c - J p r o d u c  t l v i  ty  J
u n i t  o f  v t i o n  v ( T o n / Y e a r /  f

c a p a c i t y  | '000 MlJ  W o r k e r )  J

Yea r

\

197 6-77

1977-78

1978-79

1979-80

1980-8 1

198 1-82  

198 2-8  3

1983-84

1984-85

1985-86

2

2

2

2

3

3

452

452

452

452

452

452

452

980

980

980

2 ,554

2,619

2, 57 5

2 ,605

2 ,623

2,609

2,57  2

3,687

3,655

3,750

0 . 00  565

0 .00579

0 .0057 0

0 .0 0  57 6

0 .0 0 58 0

0 .0 0  577

0 .0 0  569

0 ,0 0  37 6

0 . 0 0 37 3

0 .0 0  383

28 6

212

29 1

361

345

345

371

7 24

742

812

112.0

8 0 ,9

113.0

138.6

131.  5

132,  2 

144,2

196.4  

20 3 . 0

2 1 6 . 5

Re f i  P r e p a r e d  by the  r e s e a r c h e r .
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T a b l e  -  6 .21  

L a b o u r  P r o d u c t i v i t y  o f  TSPC F e r t i l i z e r  P l a n t

30 2

1 1 
i Y ea r  ] 
i  ]

Number [  
o f  F a c - {  
to r i  e s

I n s t a l l e d !  
c a p a c i t y  |

•000 '  MT )

T o t a l  ] 
S t a f f  j

)

(
S t a f f  p e r :  
uni  t  o f : 

| c a pa c i t y  ;

1 P r o d u c - 1 
j t i o n  j

( ‘ 0 0 0 'MT)

1 P r o d u c t i o n  |

[ ( T o n / Y e a r /  I  
[ W o r k e r )  I

\ 1976-77 1 152 654 0 .00 430 38 58 .1  I

i 1977-78 1 152 " 679 0 .00447 41 6 0 .4  [

{ 1978-79 1 152 1,060 0 .00697 62 5 8 .5  j

i 1979-80 I 152 1,047 0 .0 068 9 71 67 .8  {

1 1980-81 1 152 1,069 0 .0 070 3 71 6 6 .4  !

i 1981-82 1 152 1,039 0 .0 0 6 8 4 58 55 .8  I

} 1982-83 1 152 976 0 ,0 0 64 2 69 7 0 .7  I

1 1983-84 1 152 975 0 .0 064 1 81 83 .  1 i

}  1984-85 1 152 1,003 0 .00660 55 54.8  {

i 1985-86 1 152 994 0 .0 0 6 5 4 10 1 101 .6  {

R e f e r en ce s  P r e p a r e d  by the  r e s e a r c h e r ,
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30 3

La b ou r  p r o d u c t i v i t y  o f  u r e a  f e r t i l i z e r  
p l a n t s  i n  I n d i a

T o t a l  11 p l a n t s  ( 1 9 8 3 - 8 4 )

T I Gas b a s e d  | T o t a l  o f  
p l a n t s  J l l  p l a n t s

t

P a r t i  c u l a r s V Nap tha  
ba sed

Fuel  o i l  
ba sed

1. To t a l  s t a f f

2, T o t a l  c a p a c i t y  
o f  p l a n t s  
' 000*  ton

3, S t a f f  p e r  u n i t  
o f  c a p a c i t y

4. P r o d u c t i o n  
( ' 0 0 0 '  ton)

5, P r o d u c t i v i t y
( Ton/Y ear/Work ei

7366

2370

0 .C0311

14448,4

196.  6

3226

1336 .5

0 .0024 1

808.  1

250.  5

1253

722

0 .0 0 1 7 3

645.9

5 1 5 . 5

11845

4 4 28 .5

0 .0026 7

i
I

290 2 .4  \

245 . 0  \
\

Sou rce !  I n t e r - f i r m  compa r i son  o f  P u b l i c  S e c t o r  F e r t i l i z e r  P l a n t s ,  
i n t e r i m  R e p o r t ,  Bureau o f  P u b l i c  E n t e r p r i s e s .  M i n i s t r y  o f  
F i na nc e ,  Government  o f  I n d i a ,  S ep t embe r  1985 (Mlmeo )  and  
W.A.  Quaz i i  and a l s o  quoted  by M .L .  Rahman, SAA RC F a c t s  
and Economic D e v e l o p m e n t . Dhaka,  1986,  p .  197.
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When the f a c t o r y  i s  r u n n i n g  smoothly  bu t  due to some s im p l e

r e a so ns  the  e n t i r e  p r o d u c t i o n  i s  c l o s e d  down and e v e r y  e l e m e n t s

o f  c o s t s  r e m a in s  I d l e ,  Th i s  t yp e  o f  c l o s e  down we may c a l l e d  down

time* The f a c t o r y  f a ce d  v a r i o u s  p r o b l e m s ,  s omet imes  w i t h  c o m p l e t e

6 l
shut -down o f  the  t o t a l  p r o d u c t i o n  p r o c e s s .

Here  we a r e  to f i n d  o u t  the  down t ime o f  the  s e l e c t e d  f e r t i ­

l i z e r  f a c t o r i e s  f o r  the  l a s t  ten y e a r s  i . e .  from 1976-77 to  

1985-86,  i n  1976-77 down - t i me  was i n  a v e r a g e  167 da ys  and i n

1982-83 r ed u ce d  to 135 da y s .  But  w i t h  the  commerc ia l  p r o d u c t i o n  

s t a r t e d  i n  the  Zi a F e r t i l i z e r  Company L i m i t e d  a v e r a g e  d o w n - t i m e  

i s  r e d u c i n g  and i n  1983-84 a v e r a g e  d o w n - t i m e  was 117 d a y s  and i n  

1985-86 i t  Was 109 days  which can be  shown i n  T a b l e - 6 , 2 3 ,

5 . 0 4  DOV^N- T I M E

61,  Ur ea  F e r t i l i z e r  Fa c to ry  L i m i t e d ,  A n n u a l  R e p o r t  and A c c o u n t s
198 5 - 8 6 . ( G h o r a s h a l ) ,  p . 8 ,
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F e r t i l i z e r  i n d u s t r y  o f  B a n g l a d e s h

S t a t eme nt  o f  y e a r l y  do wn - t ime  f o r  the  l a s t  
ten y e a r s  ( 1976-77 to 1985 -86 )

T a b l  e -  6 . 2 3

F i g u r e s  i n  days

1 Y e a r s NGFF UFFL 1j ZFCL [  7spc” ' j

1 . . .

A v e r a g e

1976-77 138 143 - 220 167

1977-78 161 20 3 - 234 199

1978-79 19 2 111 - 214 17 2 !

1979-80 49 90 - 199 113 5

1980-81 65 113 - 184 121 {

198 1-82 99 116 - 239 151 {

1982-83 100 77 - 227 135 1

1983-84 120 94 55 197 117 }

1984-85 56 36 77 250 105 \ 

{

1985-86

I

100 84 80 17 1 109 1

\
i

A v e r a g e 108 107 71 214 125 j

I

Re f e r e nc e s  P r e p a r e d  by the r e s e a r c h e r  f rom the Annua l  R e p o r t s *
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Out o f  365 days  i n  a y e a r  a v e r a g e  125 d a y s  I s  d o w n - t i m e  whi ch  

caused  low p r o d u c t i o n  and u l t i m a t e l y  i n c r e a s e d  p r o d u c t i o n  c o s t  p e c  

u n i t .  So, we can say i  f we can r e d u c e  d o w n - t i m e  whi ch u l t i m a t e l y  

c o n t r o l  and r e d u c e  c o s t .

L e t  Us look i n t o  the  c a u s e s  o f  do wn - t im e  o f  f e r t i l i z e r  f a c t o r i e s  

i n  B a n g l a d e s h ,  D i f f e r e n t  f e r t i l i z e r  f a c t o r i e s  p r e s e n t e d  d i f f e r e n t  

ca u se s  o f  do wn - t im e  b u t  f o r  o u r  s tudy  we p r e p a r e d  an uni  form c a u s e s  

o f  do wn - t ime .  Dur ing  the  l a s t  ten y e a r s  ( 1976-77 to 1 9 8 5 - 8 6 ) ,  t hough  

t h e r e  i s  a p r o v i s i o n  o f  s c h e d u l e  shut  down but  e x c e p t  ZFCL t h e r e  i s  

no p r o p e r  shut -down p r o c e d u r e  which c au se d  anomaly o f  f a c t o r y  m a i n -  

t a i n a n c e  and o v e r h a u l i n g .  Among the  c a u s e s  o f  do wn - t im e  we can 

p r e s e n t  them i n  a c c o r d a n c e  to t h e i r  p e r c e n t a g e  o f  t o t a l  do w n - t im e  

which a r e  g i v e n  be l ow i

1. M e c h a n i c a l  t r o u b l e • • • 4 8 %

2, S ch edu l e  shu t -down • • • 2 b %

3. S h o r t a g e  o f  raw m a t e r i a l s • • • 1 3 %

4, Pow e r  t r o u b l e • • • 9 %

5, N o n - l i f t i n g  o f  f i n i s h e d  goo ds  . 3%

6, S h o r t a g e  o f  s p a r e  p a r t s 2 %

T o t a l  I 100

T a b l e - 6 , 2 4  g i v e s  ug the  c l e a r  i d e a .

F a c t o r y w l s e  c a u se s  o f  do wn - t im e  can be  showni

1, N a t u r a l  Ga s  F e r t i l i z e r  F a c t o r y  L i m i t e d  i A p p e n d l x - 6 , 0 1

2. U r e a  F e r t u l i z e r  F a c t o r y  L i m i t e d  « A p p e n d i x - 6 , 0 2

3. 21a F e r t i l i z e r  Company L i m i t e d  i App en di  x - 6 , 0 3

4,  T r i p l e  Sup erphpsp ha t e  • Comp 1 ex L i m i t e d  t A p p e n d i x - 6 , 0 4
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T a M g  -  6 , ^ 4

F e r t i l i z e r  I n d u s t r y  o f  B a n g l a d e s h  

Sta tement  o f  y e a r l y  a v e r a g e  down- t l r ae  f o r  the  l a s t  ten y e a r s

( 1976-77 to 1905 -86 )

307

Causes  o f  }  NGFF 
Down- t ime | ; !

j ZFCL I  1j TSPC j 

i

|Average|

(

1 o f  1 
[ Down- i 

Time

1, Power  T r o u b l e  16 13 3 11 11 9 j

2. M e c h a n i c a l
t r o u b l e  58 55 33 94 60 48 i

3, Sh o r t a ge  o f
s pa r e  p a r t s  7 "■ — 2 2 }

4 .  S h o r t a g e  o f
raw-ma t e n  a l  s 8 4 - 52 16 13 \

5, N o n - l i  f t i n g  o f
f i m  shed goods — - 16 4 3 !

6. S chedu l e  shut \
down 19 35 35 41 32 25

Todal  Days i 108 107 71 214 125 100

The N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d  i n  i t s  an nu a l  r e p o r t  

ment i oned  t h a t  u s u a l  m a i n t a i n a n c e  p r o b l e m s  and i n c r e a s e d  t r o u b l e  i n  

p l a n t  f a ce d  due to a g e i n g ,  wea r  and t e a r  o f  v a r i o u s  e q u i p m e n t s /  

mac h ine ry ,  the  f o l l o w i n g  m a j o r  c o n s t r a i n t s  we re  e n c o u n t e r e d  d u r i n g

1983-34.

62.  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d ,  A nn ua l  R e p o r t  1983 -04 ,  
( Fenchugonj  ) ,  p .  10 .
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( a )  For ced  shut  down o f  f a c t o r y  f o r  62 days  d u r i n g  m i d - J u l y  

to ml d - Sep  t embe r  due to s u s pe n s i o n  o f  f e e d  s tock  o f  d i s r u p t i o n  o f  

p i p e  l i n e  a t  I H a s h p u r  c a n a l .

( b )  Fo rced  shut  down o f  Ammonium S u l p h a t e  p l a n t  on 3 , 6 . 8 4  

(w h i ch  c o n t i n u e d  f o r  a bo u t  3 months )  due to n o n - a v a i  l a b i  l i  ty o f  

S u l phu r  f o r  d i s r u p t i o n  o f  r a i l w a y  comm un i ca t i on ,  the  o n l y  mode o f  

t ran  spo r t a  t i  on .

( c )  De spa tch  o f  f i n i s h e d  s tock  s e r i o u s l y  hampered  due t o  p o o r  

l i f t i n g  o f  Urea  by BADC on ac co u nt  o f  s h o r t a g e  o f  w a g o n / l o c o m o t i v e  

and d i s r u p t i o n  o f  r a i l w a y  communica t ion .

The T r i p l e  S u p e r ph os ph a t e  Complex L i m i t e d  i n  i t s  a n n u a l  r e p o r t

ment i oned  t h a t  t o t a l  down - t i me  s u f f e r e d  d u r i n g  1983 -84  was 197 d a y s

b e i n g  129 days  f o r  t r o u b l e s  w i t h  s h o v e l  l o a d e r s ^  p r o c e s s ,  m a c h i n e r y ,

equ ipments  due to c o r r o s i o n ,  wear  and t e a r  e t c . ,  7 da y s  f o r  power

f a i l u r e ,  23 da ys  f o r  com mi s s i on ing  o f  g r a n u l a t i o n  p l a n t  and S u lp h u r

F i l t e r ,  38 days  f o r  n o n - l i f t i n g  o f  f i n i s h e d  p r o d u c t ,  and i n

1985-86 do wn - t ime  was 171 days  m a i n l y  f o r  s h o r t a g e  o f  r aw  m a t e r i a l s *

swee t  w a t e r  and po we r  f a i l u r e .  A l t h o u g h  l i f t i n g  o f  TSP by BADC was  

641 r r e g u l a r ,

TSP Complex L i m i t e d  was c l o s e d  on 1 5 , 1 0 , 3 5  due to s h o r t a g e  o f  

Rock Su lp he r  which i s  the  main i m p o r t e d  raw m a t e r i a l s  and a f t e r  

g e t t i n g  the ftock S u lp h e r  the ex p ec t e d  t ime to s t a r t  the  p r o d u c t i o n  

i t  i s  r e q u i r e d  a t  l e a s t  more than one month.  The f a c t o r y  was c l o s e d

63,  TSP Complex L i m i t e d ,  Annual  Re po r t  1 9 8 3 - 8 4 . ( C h i t t a g o n g ) ,  p ,  12.

64, TSP Complex L i m i t e d ,  nnnua l  R ep o r t  1 9 8 5 - 8 6 . ( C h i t t a g o n g ) ,  p , 9 .

308
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down f o r  529 days  o u t  o f  ten y e a r s  1975 to 1984 due to s h o r t a g e  o f  

raw m a t e r i a l s  and the  f a c t o r y  s u s t a i n e d  l o s s  d u r i n g  the p e r i o d  o f  

Tk, 16,00 c r o r e .

The C h i t t a g o n g  Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d  we re  shu t -down  

i n  1987 due to n o n - l i f t i n g  o f  Ur ea  whi ch  s u f f e r e d  p r o d u c t i o n  o f  

88,000  MT w a i t i n g  f o r  e x p o r t i n g  due to l a ck  o f  sh ipment  and d e c i s i o n  

from the  Head O f f i c e  bu t  once  the f a c t o r y  c o m p l e t e l y  s hu t  down,  i t  

r e q u i r e s  21 days  f o r  r e p r o d u c t i o n , ^ ^

The B a n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n  i s  g i v i n g  empha­

s i s  to r ed u c e  do w n - t im e  which i t  d i s c l o s e d  i t s  a n n u a l  r e p o r t s  and  

p e r i o d i c a l s  as  emphas is  was c o n s i s t e n t l y  g i v e n  to p r e v e n t i v e  ma i n ­

t enance  a l o n g  w i th  r e q u i r e d  do wn - t im e  and n e c e s s a r y  r e c t i f y i n g  

m e a s u r e s . E l a b o r a t e  system has  been l a i d  down to r e c o r d  and  

a n a l y s e  the down- t ime  on a c c o u n t  o f  m e c h a n i c a l ,  e l e c t r i c a l  b r e a k  

down, s h o r t a g e  o f  raw m a t e r i a l s ,  m a r k e t i n g  c o n s t r a i n t s ,  po we r  f a i ­

l u r e ,  a b s e n t e e i s m  e t c .  P r o d u c t i o n  and M i s  D i v i s i o n s  i n  Head O f f i c e  

r e g u l a r l y  m o n i t o r  the  t r e n d  o f  do w n - t i m e  to m i n i m i s e  i t s  i n c i d e n c e  

a t  the l o w e s t  p o s s i b l e  l e v e l .  A t  the  e n t e r p r i s e  l e v e l ,  d e t a i l e d  

r e g i s t e r s  a r e  m a i n t a i n e d  and m e t i c u l o u s  a n a l y s i s  i s  c a r r i e d  o u t  to 

a v o i d  the r e c u r r e n c e s  o f  shu t -down  on a v o i d a b l e  r e a s o n s , ^ ®

309

65,  The Dai Iv 1 t t e f  a g. Dhaka,  23rd O c t o b e r ,  1986,

66, The I n k l l a b .  Dhaka.  27th A p r i l ,  1988,

67, B a ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Annua l  R e p o r t  
1978 -79 . ( D h a k a ) ,  p , 9 .

68, Ba ng l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  T<n Y e a r s  o f  B C I C , 
( D h a k a ) ,  pp,  19 -20 ,
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COST CON SCIOUSt'i ESS OF TH£ EXECUTIVES 
OF THE FERTILIZEH FACTORIES UN PER STUDY

c h a p t e r  -  V I I

An a t t e m p t  has been made to a s c e r t a i n  the  a t t i t u d e  and v i e w s  o f  

the  e x e c u t i v e s  o f  the f e r t i l i z e r  f a c t o r i e s  a b o u t  c o s t  c o n t r o l  and 

c o s t  r e d u c t i o n .  The v i e w s  we re  o b t a i n e d  w i t h  the  he l p  o f  a que s ­

t i o n n a i r e  d e v e l o p e d  on the  5 p o i n t  s c a l e  ( A p p e n d i x - 7 , 0 1 ) .  i n  f r a m in g  

q u e s t i o n n a i r e  f o r  t h i s  s tu dy ,  the  r e s e a r c h e r  c o n s u l t e d  most  o f  the  

s t u d i e s  on c o s t  c o n t r o l  and c o s t  r e d u c t i o n ,  some d o c t o r a l  d i s s e r t a ­

t i o n s  a v a i l a b l e  i n  the  l i b r a r i e s  o f  Dhaka U n i v e r s i t y ,  C h i t t a g o n g  

U n i v e r s i t y ,  Raj shahi  U n i v e r s i t y ,  B a n g l a d e s h  I n s t i t u t e  o f  Dev e l o pme nt  

S t u d i e s ,  and a l s o  the  I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n .  In the  

l i g h t  o f  t he  r e v i e w  o f  t h e s e  l i t e r a t u r e ,  p i l o t  s tudy  and i n  c o n s u l t a ­

t ion  w i t h  the  r e s e a r c h  s u p e r v i s o r ,  f o u r  s e t s  o f  s t r u c t u r e d  q u e s t i o n n ­

a i r e  wer e  s e t  up —  one f o r  g e n e r a l  p e r s o n a l  i n f o r m a t i o n ,  one  f o r

c o s t  c o n t r o l ,  one f o r  c o s t  r e d u c t i o n  and one f o r  s u g g e s t i o n s .  The

r e s e a r c h e r  h i m s e l f  i n t e r v i e w e d  the  r e s p o n d e n t s  w i t h  the  he l p  o f  the  

q u e s t i o n n a i r e .  Every e f f o r t  was made to b u i l d  p r o p e r  r a p p o r t  w i th  

the r e s p o n d e n t s .  They were  t o l d  t h a t  t h e  study was an a c ad e m ic  

e x e r c i s e  and had n o t h i n g  to do w i t h  t h e i r  e n t e r p r i s e  management  o r  

any o o t h e r  e x t e r n a l  a gen cy .  They we re  a s s u r e d  o f  the  c o n f i d e n t i a l  

n a t u r e  o f  t h e i r  r e p o r t s  to the r e s e a r c h e r .

The f o l l o w i n g  were  the p o i n t s  co v e r e d  i n  the  q u e s t i o n n a i r e *

A. COST DATA

1, Vihether c o s t i n g  r e c o r d s  o f  the  f e r t i l i z e r  f a c t o r y  i s  s a t i s f a c t o r y ,

2, Whether  t h e r e  was any s cope  f o r  m a t e r i a l  b e i n g  used w a s t e f u l l y ,

3, Vihether t h e r e  was any scope  f o r  m a t e r i a l  b e i n g  p i l f e r e d .
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4, Whe the r  t h e r e  was any s cope  f o r  r e d u c i n g  p u r c h a s e  p r i c e  o f  

m a t e r i a l s  through  more e f f e c t i v e  p u r c h a s e  p o l i c y  and p r o c e -  

du r e ,

5, Whe the r  t h e r e  was any s u b s t i t u t e  m a t e r i a l s  which can be  

o b t a i n e d  a t  a l o w e r  c o s t ,

b.  Whethe r  w o r k e r s  m  the  f a c t o r y  were  v e ry  much c a r e f u l  m  the  

u s e o f m a t e r i a l s .

7 .  Whethe r  s u p e r v i s o r s  xn the  f a c t o r y  we re  a l e r t  to  e n s u r e  t h a t  

no l o s s  o f  m a t e r i a l  o c c u r s .

8.  Whether  f a c t o r y  s u p e r v i s o r s  we r e  v e r y  much i n t e r e s t e d  to e n s u r e  

p r o p e r  u t i l i z a t i o n  o f  l a b o u r  f o r  k e e p i n g  the  c o s t  down.

9.  Whether  heads  o f  d e p a r t m e n t s  we r e  v e r y  much c a r e f u l  i n  the  

p r o p e r  u t i l i z a t i o n  o f  o f f i c e  manpower  f o r  k e e p i n g  the  c o s t  

to the  minimum,

10. Whether  s i n c e r e  e f f o r t  was made to m i n i m i s e  o v e r t i m e  wo rk .

11. Whethe r  e n g i n e e r i n g  de pa r t m en t  was v e r y  much c a r e f u l  i n  k e e p i n g  

the r e p a i r  and m a i n t e n a n c e  e x p en se s  o f  t he  o f f i c e  e q u i p m e n t s ,  

b u i l d i n g s ,  t r a n s p o r t  v e h i c l e s  and f a c t o r y  p l a n t s  and ma c h i ne s  

to the minimum.

12. Whether  t r an  spo r  t’/ t r a  f f i  c d e p a r t m en t  were  v e r y  much c a r e f u l  to 

keep Use  o f  f u e l  e x p en se s  to the  minimum.

13. Whether  e ve ry  body s i n c e r e l y  t r i e d  to keep the c o s t  o f  e l e c ­

t r i c i t y  to the minimura.
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14, Whethe r  s t a f f s  i n  the  o f f i c e  we re  v e r y  much c a r e f u l  i n  the  

u se  o f  o f f i c e  s t a t i o n e r y .

15, VJhether e n t e r p r i s e  head was v e ry  much i n t e r e s t e d  i n  k e e p i n g  

the o ve r h e a d  exp en se s  to the  minimum.

16, Whethe r  i n v e n t o r y  management ,  s t ock  t a k i n g  and r e c o r d i n g  o f  

i n c omin g  and o u t g o i n g  s p a r e p a r t s  and t o o l s  were  q u i t e  e f f e c ­

t i v e  f o r  c o s t  c o n t r o l  p u r p o s e s .

17, Whethe r  o f f i c e  heads  were  i n t e r e s t e d  i n  k e e p i n g  the  c o s t  o f  

d r u g s  to the  minimum,

18, Whethe r  c o s t s  o f  f e r t i l i z e r  f a c t o r i e s  c o u l d  r e d u c e  i f  a system

o f  Cost  a u d i t  was i n t r o d u c e d ,

19, Whether  bu dg e t  was used  f o r  e f f e c t i v e l y  c o n t r o l l i n g  c o s t s .

20, Whethe r  e x p e n d i t u r e s  on v a r i o u s  he ads  we re  t i m e l y  compa red

w i th  the  budge t ed  e x p e n d i t u r e s  to t ak e  r e m e d i a l  a c t i o n ,

B. COST REDUCTION

1, Whether  c o s t  o f  raw m a t e r i a l s  c o u ld  be r e d u c e d ,

2, Whether  c o s t  o f  c h e m i c a l s  c o u ld  be r e d u c e d ,

3, Whether  c o s t  o f  p a c k i n g  m a t e r i a l s  c o u ld  be r e d u c e d ,

4, Whether  s a l a r i e s  and wages  o f  w o r k e r s  c o u ld  be r e d u c e d ,

5, Whether  s a l a r i e s  and wages  o f  s t a f f s  c o u l d  be r e d u c e d ,

6, Whether  s a l a r i e s  and wages  o f  o f f i c e r s  c o u l d  be r e d u c e d .

3 1 2
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7. Whethe r  f a c t o r y  o v e r h e a d  co u ld  be r e d u c e d .

8.  Whethe r  a d m i n i s t r a t i v e  o v e r h e a d  c o u ld  be r e d u c e d .

9.  Whethe r  s e l l i n g  and d i s t r i b u t i o n  o v e r h e a d  c o u l d  be r e d u c e d .

3 1 3

The ab o v e  q u e s t i o n n a i r e  was g i v e n  to 100 d i f f e r e n t  co n c e r n e d  

p e r s o n s  f o r  r e p l y .  But  74 p e r s o n s  r e s p o n d e d .  They we re  c l a s s i f i e d  

as  f o l l o w s t

A cc o u n t s  E x e c u t i v e s  

N o n - A c c o u n t s  E x e c u t i v e s

T o t a l  Re sponden ts *

49

25

74

The f a c t o r y - w i s e  r e s p o n d e n t s  we r e  shown i n  T a b l e - 7 , 0 1 ,

T a b l e  -  7 . 0 1

F e r t i l i z e r  I n d u s t r y  o f  B a n g l a d e s h  

Summary o f  the  Responden t s

1 P a r t i c u l a r s  j NGFF UFFL TSPC ! ZFGL T o t a l  [

1

A, A cc o u n t s  E x e c u t i v e s  6 10 12 21
1

49 \ 
{

!
1 B, N o n - A c c o u n t s  Execu - i

1 t i  V e s 7 3 7 8 25

C, To t a l  Re sponden t s  13 13 19 29 74
( a +b ) ...........-i

Motes *  NGFF = 

UFFL »  

TSPC -  

ZFGL -

N a t u r a l  Gas F e r t i l i z e r  F a c t o ry  L i m i t e d  

Urea  F e r t i l i z e r  Fa c to ry  L i m i t e d  

T r i p l e  S u p e r p h o s p h a t e  Complex  L i m i t e d  

Z i a  F e r t i l i z e r  Company L i m i t e d
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3 1 4

The ac c o u n t s  e x e c u t i v e s  w e r e i

Des l  gna t l  on

C h i e f  A c c o u n t a n t  

A d d i t i o n a l  C h i e f  A c c o u n t a n t  

Deputy C h i e f  A c c o u n t a n t  

A s s i s t a n t  C h i e f  A c c o u n t a n t  

A cc o u n t s  O f f i c e r

To ta l  A cc o u n t s  E x e c u t i v e s  i

And the  n o n - a c c o u n t s  e x e c u t i v e s  we re  e n t e r p r i s e  h e a d s ,  d e p a r t ­

menta l  heads  and s e c t i o n  heads i

The l i s t  o f  r e s p o n d e n t s  i s  shown as  f o l l o w s  ( Ta b l  e - 7 .0  2) i

T a b l e  -  7 . 0 2  

L i s t  o f  Re spon den t s

1 D e s i g n a t i o n s NGFF UFFL r ■ " 1TSPC ZFCL T o t a l  {

( A,  A cc ou nt s  E x e c u t l v e s i  

I Chi e f  A c c o u n t a n t 1 1 1

1

3 }

! A d d i t i o n a l  C h i e f  A c c o u n t a n t 1 - 1 3 5 I

! Deputy C h i e f  A c c o u n t a n t •i 3 2 6 12 [

J A s s t t .  C h i e f  A c c o u n t a n t 1 2 1 3 7 I

. A cc o u n t s  O f f i c e r 3 4 7 8 22

6 10 12 21 49

Con t d • « ■ «
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3 15

T a b l e - 7 . 0 2  c o n t i n u e d
------------- --------------- -------------
NGFF j UFFL TSPCr Desl  g n a t i  on s

B, N o n - A c c o u n t s  E x e c u t l v e s i  

Manag ing  D i r e c t o r

G e n e ra l  Manage r

Deputy G e n e r a l  Manage r

Manager

A d d i t i o n a l  C h i e f  A d m i n i s ­
t r a t i v e  Manage r

C h i e f  O p e r a t i o n  Ma nage r

A d d i t i o n a l  C h i e f  O p e r a t i o n  
Manager

C h i e f  Conitnercial  Manage r  

C h i e f  E n g i n e e r

A d d i t i o n a l  C h i e f  E n g i n e e r

Deputy C h i e f  E n g i n ee r  

A s s i s t a n t  C h i e f  E n g i n e e r  

C h i e f  (MP iC )

C h i e f  ( U t i l i t y  P l a n t )  

Deputy C h i e f  Chemi st  

Chemi s t

A s s i s t a n t  Chemi st

C, To ta l  Re sponden t s  ( a + B ) i 13 13

2

1

19

8

29

1

2

1

1

1

1

1

1

2

2

1

25

74
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3 1 6

The p a r t i c u l a r s  c o v e r i n g  q u a i l  f i  c a t i o n  s» e x p e r i e n c e s ,  and  

t r a i n i n g  o f  the  r e s p o n d e n t s  from d i f f e r e n t  f e r t i l i z e r  f a c t o r i e s  

a r e  shown s e p a r a t e l y .  Such a s i

1. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d ,  
( App en di  x - 7 .0 2)

2. Ur ea  F e r t i l i z e r  F a c t o ry  L i m i t e d ,  
( Append l  x - 7 . 0 3 )

3. T r i p l e  Su pe r ph os ph a t e  Complex L i m i t e d ,  
(App end!  x - 7  . 0 4 ) .

4. Zl a F e r t i l i z e r  Company L i m i t e d ,
( App en di x -7  ,0 5 ) .

O p i n i o n s  o f  the  r e s p o n d e n t s  to the  q u e s t i o n n a i r e  ha ve  been 

shown i n  t a b u l a r  and n a r r a t i v e  f o rms  i n  T a b l e - 7 . 0 3 .

T a b l e  -  7 . 0 3

O p i n i o n s  o f  the r e s p o n d e n t s  to t h e  q u e s t i o n n a i r e  
i n  t a b u l a r  and n a r r a t i v e  form
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2. No s cope  f o r  m a t e r i a l  Used  
wa s t e f u l I v I

a )  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  D1 s a g r e e

e)  S t r o n g l y  d i s a g r e e

3. No s cope  f o r  m a t e r i a l  p l l f e r e d t

a)  S t r o n g l y  a g r e e

b)  A g r e e

c )  U n c e r t a i n

d)  D i s a g r e e

e)  S t r o n g l y  d i s a g r e e

4. Scope f o r  r e d u c i n g  p u r c h a s e  
p r ^ c ^  o f  m a t e r i a l , s »

a )  S t r o n g l y  a 9 r e e

b) A g r e e

c)  U n c e r t a i n

d) Di sag ree

e)  S t r o n g l y  d i s a g r e e

N o .  o f
r e s p o n  den t s

%

3

25

21

24

1

74

6

23

23

21

1

74

19

44

4

6

1

74

4

34

28

33

1

100

8

31

31

29

1

100

26

60

5

B

1

100

Dhaka University Institutional Repository



318

T a b l e - 7 . 0 3  c o n t i n u e d

N o .  o f
r e s p o n d e n  t s

%

5. S u b s t i t u t e  m a t e r i a l s  can be  
o b t a i n e d  a t  a l o w e r  c o s t t

a )  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  Di s a g r e e

e)  S t r o n g l y  d i s a g r e e

6, Wo rke r s  a r e  c a r e f u l  in th e  u s e  o f  
m a t e n  a 1 s » -

a )  S t r o n g l y  a g r e e

b)  A g r e e

c) U n c e r t a i n

d)  Di s a g r e e

e) S t r o n g l y  di s a g r e e

7 .  S u p p r v l s o r s  a r e  a l e r t  to  e n s u r e  
t h a t  no I o r S o f  m a t e r i a l  o c c u r s i

a)  S t r o n g l y  ajJfee

b)  A g r e e

c)  U n c e r t a i n

d)  Di s a g r e e

e)  S t r o n g l y  d i s a g r e e

9

27

21

15

2

74

10

43

10

11

74

7

51

8 

7 

1

7 4

12

37

28

20

3

100

14

58

13

15

100

10

69

1 1

9

1

100
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T a b l e - 7 , 0 3  c o n t i n u e d

r N o .  o f
r e s p  on d en t  s

%

8.  Facto ry  s u p p r v l s o r s  a r e  I n t e r e s t e d  to 
en su re  u t i l i z a t i o n  o f  l a b o u r *

a)  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  Di s a g r e e

e)  S t r o n g l y  d i s a g r e e

9 .  Heads  o f  d e pa r t m en t s  a r e  c a r e f u l  I n  
the  p r o p e r  u t i l l 7 a t l o n  o f  tnanpoweri

a)  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  Dl s a g r e e

e) S t r o n g l y  d i s a g r e e

10. E f f o r t  I s  made to rnlnlmifie o v e r ­
t ime work I

a)  S t r o n g l y  a g r e e

b)  A g r e «

c) U n c e r t a i n

d)  Di s a g r e e

e)  S t r o n g l y  d i s a g r e e

9

39

15

11

74

23

44

6

1

74

12

37

12

10

3

7 4

12

53

20

15

100

31

60

8

1

100

16

50

16

14

4

1 00
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T a b l e - 7 , 0 3  c o n t i n u e d

r 1 No.  o f  r
|respon den t  j

%

11. E n g i n e e r i n g  de pa r tm en t  i s  c a r e f u l  i n  
the  r e p a i r  and m a i n t e n a n c e  o f  o f f i c e  
equ ipment s^  b u i l d i n g s ,  t r a n s p o r t  v e h l -  
c l e s  and f a c t o r y  p l a n t s  and m a c h i n e s ^

a)  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  D i s a g r e e

e)  S t r o n g l y  d i s a g r e e

12. Tran s p o r t / T r a  f f l  c dauart inen t a r e c a r e -  
f u l l  o f  f u e l  e xp en se s t

a )  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  D i s a g r e e

e) S t r o n g l y  d i s a g r e e

13. Every bodv t r i e s  to keep the  e l  e c t r l  c l  ty 
c o s t  to the  minimumt

a )  S t r o n g l y  a g r e e

b)  A g r e e

c)  U n c e r t a i n

d)  Di s a g r e e

e)  S t r o n g l y  di s a g r e e

6

42

19

7

74

4

35

18

14

3

74

b

37

15

16 

1

7 4

8
57

26

9

100
: 3  3  3  :

6

47

24

19

4

100

7

50

20

22

1

100
;  =S *  3  :
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T a b l e - 7 , 0 3  c o n t i n u e d

r %

14. S t a f f s  a r e  c a r e f u l  In  the u s e  o f  
o f f i c e  s t a t i o n e r y  I

a) S t r o n g l y  a g r e e 1 2

b) A g r e e 51 69

c) U n c e r t a i n 9 12

d) Di sa g r  ee 12 16

e) S t rong  ly di s a g r e e 1 1

74

15. E n t e r p r i s e  head I s  i n t e r e s t ed  i n  k e e p i n g

10 0

a)  S t r o n g l y  a g r e e 40 54

b)  A g r e e 32 43

c) U n c e r t a i n 2 3

d) Di s a g r e e - -

e)  S t r o n g l y  d i s a g r e e T -

I n v e n t o r y  manaqement,  s tock  t a k i n q

74

and

100

r e c o r d l n q  o f  i n cominq  and o u t q o i n q s p a r e
D a r t s  and t o o l s  a r e  e f f e c t i v e i  

a )  S t r o n g l y  a g r e e 9 12

b)  A g r e e 47 63

c)  U n c e r t a i n 8 11

d)  D i s a g r e e 8 11

e)  S t r o n g l y  di s a g r e e 2 3

7 4 100
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3 2 2

T a b l e - 7 , 0 3  c o n t i n u e d

I
i
1

No,  o f  
r e sponden  t s

; 17. O f f i c e  heads  a r e  i n t e r e s t e d  In  k e e o -
{  ̂ '1 the  Cost  o f  drucjs to the  minimumi

\ a ) S t r o n g l y  a g r e e 13
t

18 i 
(

i b) A g r e e 47 63 I 
i

{ c) Un c e r  ta i  n 13 18 i 
i

\ d) Di s a g r e e 1
1

1 i

J e) S t r o n g l y  d l s a n r p - -
i

74
m z s

100 1 
= = s: }

i 18. Cos t  can be r educed  i f  sv stem o f  c o s t
i
I

{ a u d i t  i s  i n t r o d u c e d * 1

1 a) S t r o n g l y  a g r e e 26

4
35 }

t
A g r e e 30 41 j

1 Un c e r t a i n 8 11 !

1 d) Di s a g r e e 7 9 1

1 e) St ron g l y  di s a g r e e 3 4 } 
<

74
3  =  =  3

1
100 I  

i

J 19. Budae t  i s  u sed  f o r  c o n t r o H i n q  c o s t s i {
i

i a) S t r o n g l y  a g r e e 24

1
i

32 i

I A g r e e 41
1

55 1
I

c) Un c e r t a i n 7 10 i

1 d) Di s a g r e e 2 3 ( 
I

I e) S t r o n g l y  di s a g r e e -

1

i

74
3  =  3  s

100 j
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3 2 3

T a b l e - 7 . 0 3  c o n t i n u e d

T rNo .  o f  j 
^ respond  en ta

%

20.  A c t u a l  e x p e n d i t u r e s  a r e  c o mp a r e d  
w i t h  t h e  b u d g e t e d  e x p e n d i t u r e s  to  
t a k e  r e m e d i a l  a c t i o n  t ______

a )  S t r o n g l y  a g r e e

b)  A g r e e

c) U n c e r t a i n

d)  D i s a g r e e

e)  S t r o n g l y  d i s a g r e e

B. COST REDUCTION

1 • Co s t  o f  raw m a t e r i a l s  can be r e d u c e d i

a )  0 %

b)  5^

c)  10^

d)  l b %

e)  More than 15^

2. C o s t  o f  c h e m i c a l s  can be r e d u c e d i

a )  0 %

b)

c)  10^

d) 15^

e)  More  than 153̂

15

52

3

4

74

27

34

8

2

3

74

25

37

8

I

3

74

20

70

4

6

10 0

36

46

11

3

4 

100

34

50

11

1

4

100
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3 2 4

T a b l e - 7 , 0 3  c o n t i n u e d

I
I
\

No.  o f  j 
r e s po nde n  t s  ^

I
(
I

%

i 3. C o s t  o f Dack ina  m at e r l aLs  Can
reduced  t

a) 05^ 24 33

b) 43 58

c) 10% 4 5

d) 1 5 % 2 3

e) More than 1 5 % 1 1

74
3 = s a ̂

100 
= :s = S S

! 4. S a l a r i  es and waqes 0 f work e r s can
r e d u c e d i

a ) 46 62

b) 5% 13 18

c) 10% 7 9

d) 1 5 % 2 3

e) More than 1 5 % 6 8

74 100 
= ;£:: = s

{ 5. S a l a r i  es an d Wages o f s_ta.ffs _can be
redu ced i

a) 0 % 45 61

b) 5% 17 23

c) 10% 4 5

d) 1 5 % 2 3

e) More than 15^ 6 8 1r

i
74 100

1
i
I
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3 2 5

T a b l e - 7 . 0 3  c o n t i n u e d

T
\
I

No.  o f  
r e s ponden  t s ^ I 

1 ______________

1 6. a r i e s  and w^qes  o f  o f f i c e r s  can
be r e d u c e s i

a) 0 % 47 64

b) 16 22

c) 10% 3 4

d) 15^ 1 1

e) More than 7 9

74 100
■ = = * == = = =

{ 7. Fac to ry  o v e r h e a d  can be r ed u c ed *

a) 0 % 13 18

b) 43 58

c) 10% 17 23

d) l b % - -

e ) More  than 15j(i 1 1

74 100
3 3 S «  « = = = = =

! 8. Adnl  n l  s t r a  t i  V e o v e r he ad  can be
r ed uc ed !

a) 0 % 11 15

b) 39 53

c) 10% 22 30

d) l ^ % 1 1

e) More  than 153S 1 1

74 100
=====.
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32 6

V 9 .  S e l l i n g  and d i s t r i b u t i o n  o v e r h e a d i1
j be r ed u c ed i 1

*

1 a) o:*: 32 43 i
\

{ b) ' 33 45 1
\

\ 103̂ 7 9 \
\

{ d) 15% - - {
1

J e. More  than 15?i 2 3 \
i

74
 ̂ «  3  3

100
1
\
\
I

The e x e c u t i v e s  we re  a l  ao r e q u e s t e d  to s u g g e s t  a c t i o n s  f o r  

c o n t r o l l i n g  and r e d u c i n g  c o s t s .  The s u g g e s t i o n s  o f f e r e d  have  

been c a t e g o r i s e d  as  f o l l o w s *

C a te g o r y  o f  A c t i o n  
S u gg e s t e d

1. Ma t e r i a l s

a )  A v o i d a n c e  o f  u n n e c e s s a r y  p u r c h a s e .

b)  I n t r o d u c t i o n  o f  p e r p e t u a l  i n v e n t o r y  s ys t em .

c)  Making  o f  i n v e n t o r y  management  p r o p e r  and  
sci  en t i  f i  c,

d)  P r o p e r  c o n t r o l l i n g  o f  u s a g e s  r a t i o .

e)  P r e v e n t i o n  o f  w a s t a g e  o f  g a s ,  w a t e r ,
e 1 e c t ri  ci ty , e t c ,

f )  P r oc u r em en t  o f  s t o r e s ,  s p a r e s ,  c h e m i c a l s
e t c .  on a c o m p e t i t i v e  b a s i s .

g )  O b t e n t i o n  o f  s u i t a b l e  s u b s t i t u t e  p a c k i n g
m a t e r i a l s  f o r  m i n i m i z i n g  the  c o s t .

16

8

15

27

24

31
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C a t e g o r y  o f  A c t i o n  ! | N = 74  T
________________________Sugge s t ed __________________________________ j__________________

h) P u r c h a s e  o f  p a c k i n g  m a t e r i a l s  from p r i v a t e
m i l l s  on a c o m p e t i t i v a  b a s i s .  3

i )  P l a c em e n t  o f  o r d e r ,  f o r  i m p o r t s  a f t e r  due
c o n s i d e r a t i o n  o f  l e a d  t ime .  6

j )  A r r a n g e m e n t  o f  f o r e i g n  c u r r e n c y  f o r  qu i c k  
pay>"ent f o r  t h e  i m p o r t e d  i t e m s ,  i n  o r d e r  
to r e d u c e  the  c o s t ,  6

3 2 7

2, LA BOUR

a)  P l a c e m e n t  o f  r i g h t  man i n  the  r i g h t  p o s i t i o n  7

b)  I n t r o d u c t i o n  o f  p r o p e r  a d m i n i s t r a t i v e  c o n t r o l  10

c)  ■ Deve l opment  o f  m a n a g e r i a l  and t e c h n i c a l  s k i l l  11

d)  Making  manpower  f r e e  from p o l i t i c a l  i n f l u e n c e  4

e)  Improvement  o f  l a w  and o r d e r  s i t u a t i o n  f o r
c o n t r o l l i n g  manpower .  10

f )  Reduct i on  o f  manpower  a s  f a r  as  p o s s i b l e .  10

g)  Making  maximum us© o f  manpower ,  17

h)  G e n e r a t i o n  o f  c o s t  c o n s c i o u s n e s s  th ro ugh
se m in a r s  and d i s c u s s i o n s .  12

i )  E x e r c i s e  o f  p r o p e r  c o n t r o l  on o v e r t i m e .  16

j )  P r o v i s i o n  f o r  r e c o g n i t i o n  o f  m e r i t  i n  a l l
s p h e r e  by i n t r o d u c i n g  awa rd  sys t em ,  4

3, o v e r h e a d

a )  I m p o s i t i o n  o f  p r o p e r  c o n t r o l  o v e r  d i f f e r e n t
k i n d s  o f  o v e r h e a d s *  such as *  19

i )  F ac to ry  o v e r h e a d  4

i i )  A d m i n i s t r a t i v e  o v e r h e a d  6

i i i )  S e l l i n g  and d i s t r i b u t i o n  o v e r h e a d  3

i v )  Re sea rch  and d e v e l o p m e n t  c o s t  3

b)  Reduct ion  o f  the amount o f  i n t e r e s t  burden
by making t im e l y  repayment  o f  f o r e i g n  and ^
l o c a l  l o a n s .
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C a te g o r y  o f  A c t i o n
74

4. GB'iERnL
■ I 

I

a ) A c c e l e r a t i o n  o f  the o p e r a t i o n  p r o c e s s . 12 {

b) Making  the b u d g e t a r y  c o n t r o l  and s t a n d a r d  
c o s t i n g  system e f f e c t i v e .

i

12 j

c) Enhencement o f  p r o d u c t i o n  f o r  l o w e r i n g  the  
c o s t .

I
6 }

d) M o d e r n i z a t i o n  o f  f a c t o r y  t e c h n o l o g y . 6 i 
{

e. M i n i m i z a t i o n  o f  do w n - t i m e  as  f a r  a s  p r a c -  
t i  c a b l  e.

A
I

17 I 
1

f . I n t r o d u c t i o n  o f  c o s t  a u d i t  s ys tem. 6 1

g. Improvement  o f  c a p i t a l  g e a r i n g  r a t i o .
1

5 1
t

h. Making  a r r a n ge m en t  w i t h  the a u t h o r i t i e s  con­
ce r ne d  f o r  o v e r s e a s  payment  o f  a r e a r s  a v o i d i n g  
a d v e r s e  e f f e c t  ( i . e .  d e p r e c i a t i o n  and i n t e r e s t  
c o s t ) o f  d e v a l u a t i o n  i f  any .  I n  the  c o u n t r y .

1
1
i

7 j

i ) r t r rangement  f o r  t im e l y  l i f t i n g  o f  f e r t i l i z e r . 9 j

J ) E s t a b l i s h m e n t  o f  a c e n t r a l  workshop  u nd e r  BCIC  
to f a b r i c a t e  s p a r e  p a r t s ,  e q u ipment s  e t c .

jl
I

5 i
.. .............I

From the  o p i n i o n s  and s u g g e s t i o n s  o f  the e x e c u t l v e s »  i t  t r a n s ­

p i r e s  t h a t  I

1) F e r t i l i z e r  f a c t o r i e s  a t  l e a s t  a t  t im es  p u r c h a s e  u n n e c e s s a r y  

m a t e r i a l s  and i n p u t s .

2) I n v e n t o r y  c o n t r o l  i s  l o o s e .

3) Lack o f  s c i e n t i f i c  a p p r oa ch  to the i n v e n t o r y  management .

4) Ab se nc e  o f  p r o p e r  u s a g e  r a t i o .

5) Gas»  e l e c t r i c i t y  and w a t e r  e t c .  a r e  on w a s t a g e .

6) P r ocu re men t  o f  s t o r e s *  s p a r e s ,  c h e m i c a l s  e t c .  a r e  n o t  on 

c o m p e t i t i v e  b a s i s .

7)  Ab sence  o f  p r o cu r em e nt  o f  s u i t a b l e  s u b s t i t u t e  p a c k i n g  m a t e r i a l s i
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8.  P a c k i n g  m a t e r i a l s  a r e  n o t  p u r c h a s e d  from p r i v a t e  m i l l s  on a 

c o m p e t i t i v e  b a s i s .

9 .  Lead t ime  was  n o t  p r o p e r l y  c o n s i d e r e d  In the  p l a c e m e n t  o f  

o r d e r s  f o r  i m p o r t s *

10. F o r e i g n  cu r r en cy  was no t  a r r a n g e d  t i m e ly  f o r  r e p a y “>e'^t o f  

o v e r s e a s  l o a n s .

11. R i g h t  man has  n o t  been p l a c e d  i n  the r i g h t  p o s i t i o n  i n  a l l  

ca se s *

12. Ab sen ce  o f  p r o p e r  a d m i n i s t r a t i v e  c o n t r o l ,

13. A b s e n c e  o f  a d e q u a t e  m a n a g e r i a l  and t e c h n i c a l  s k i l l .

14. There  i s  p o l i t i c a l  i n f l u e n c e  i n  t h e  f a c t o r y .

15. Law and o r d e r  s i t u a t i o n  i s  i n a d e q u a t e  i n  the f a c t o r y .

16. Manpower  seems to be s u r p l u s .

17. There  i s  no maximum u se  o f  manpower .

18. Lack o f  c o s t  c o n s c i o u s n e s s  i s  p r e v a i l i n g .

19. There  i  s no p r o p e r  c o n t r o l  on o v e r t i m e .

20. The award system f o r  r e c o g n i t i o n  o f  m e r i t  i s  i n a d e q u a t e .

21.  Lack o f  p r o p e r  c o n t r o l  o v e r  d i f f e r e n t  k i n d s  o f  o v e r h e a d  

e x p e n s e s ,  such as *

a )  Fa c t o ry  o v e r h e a d ;

b)  A d m i n i s t r a t i v e  o v e r h e a d

c)  S e l l i n g  a^d d i s t r i b u t i o n  o v e r h e a d ;  and

d)  Re sea r ch  and dev e l o pme nt  c o s t ,

22. Lo ca l  and f o r e i g n  l o a n s  a r e  n o t  r e p a i d  p r o p e r l y  to r e d u c e  

I n t e r e s t  bu rden ,

23. O p e r a t i o n  p r o c e s s  i s  n o t  a c c e l e r a t i n g  p r o p e r l y .
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24.  Bud ge t a ry  c o n t r o l  and s t a n d a r d  c o s t i n g  system I s  I n e f f e c t i v e .

25. There  i s  no p r o p e r  system f o r  en ha nc ing  p r o d u c t i o n .

26 . F ac to ry  t e c h n o l o g y  I s  n o t  a d e q u a t e l y  m o d e r n i z e d .

27. There  i s no a d e q u a t e  measu re  to m i n i m i z e  the d o w n - t i m e .

28. There  1 s no c o s t  a u d i t  system,

29. There  i s  no s u f f i c i e n t  measu re  f o r  c a p i t a l  g e a r i n g  r a t i o ,

30. P r o p e r  me a su r e s  have  n o t  y e t  been taken to a v o i d  a d v e r s e  

e f f e c t  o f  d e v a l u a t i o n  on o v e r s e a s  r ep a ym e nt s  o f  l o a n .

31. L i f t i n g  o f  f e r t i l i z e r  i s  no t  p r o p e r ,

32. There  i s  no p r o p e r  workshop  f o r  f a b r i c a t i n g  s p a r e s ,  

equ ipment s  e t c .

3 3  0
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C H A P T E R  -  Vr i l

INTERNAL AUDIT AS A MEASURE OF 
COST CONTROL

I n t e r n a l  a u d i t  i s  an i m p o r t a n t  p a r t  o f  i n  t e m a l  control sy stem and  

i t  I s  one o f  the  c o n s t i t u e n t s  o f  a c c o u n t i n g  c o n t r o l . ^  P r e v i o u s l y  

the  term i n t e r n a l  a u d i t  had been used  i n  a r e s t r i c t e d  s e n s e  and was  

c o n f i n e d  o n l y  to the  p r o t e c t i o n  o f  b u s i n e s s  a s s e t s  and e x a m i n a t i o n  

and v e r i f i c a t i o n  o f  day to day a c c o u n t i n g  r e c o r d s  by a s t a f f  o f  a u d i ­

t o r s  f u n c t i o n i n g  a s  f u l l - t i m e  s a l a r i e d  e m p lo y e e s .

Wi th the g r owth  i n  s i z e  and c o m p l e x i t y  o f  many c o m p a n i e s  i n  

r e c e n t  y e a r s ,  the  i m p o r t a n c e  o f  t he  i n t e r n a l  a u d i t  h a s  been c o r r e s ­

p o n d i n g l y  i n c r e a s e d  so t h a t  i t  i s  t oday  a m a j o r  f a c t o r  i n  e s t a b l i s h i n g  

the q u a l i t y  o f  a company ' s  i n t e r n a l  c o n t r o l  and i t s  d e v e l o p m e n t  ha s  

made a c o n s i d e r a b l e  c o n t r i b u t i o n  to c o n t e m p o ra r y  a u d i t  p r a c t i c e .  But

now the  conc ep t  has  been w i d e l y  used  and d e f i n e d  and h a s  p r o g r e s s e d
2

i n  becoming an i n t e g r a l  p a r t  o f  t he  management  team.  The modern

conc ep t  o f  a u d i t  go e s  much beyond the  s t a t u t o r y  r e q u i r e m e n t .  The

co nc ep t  o f  a u d i t i n g  has  been r i g h t l y  d e f i n e d  by P r o f e s s o r  E ,K.  Basu
3

t h a t  a u d i t i n g  can be d e f i n e d  a s  a c c o u n t i n g  c o n t r o l .

So,  more co mp reh en s i v e  d e f i n i t i o n  o f  t he  term ' i n t e r n a l  a u d i t i n g *  

wi th  the emphas i s  on management c o n t r o l  can b© d e f i n e d  a s  " I n t e r n a l  

a u d i t i n g  i s  a s e r i e s  o f  p r o c e s s  and t e c h n i q u e s  th ro ugh  whi ch  an

1. Basu,  E . K . ,  An i n s l c i h t  i n t o  A u d i t i n g . ( C a l c u t t a !  Book S y n d i c a t e
P r i v a t e  L i m i t e d ,  1982 ) ,  p . l 6 , l ,

2.  I n s t i t u t e  o f  I n t e r n a l  A u d i t o r s ,  Survey  o f  I n t e r n a l  A u d i t i n g .  19 6 8 , 
Resear ch  Committee  Repo r t  No .  15^ (N ew Yo rk i 19 69 ) .

3. Easu,  B . K , ,  L e c t u r e s  on Management  Accoun t a n c ' f , ( C a l c u t t a *  
C h a t t e r j e e  P u b l i s h i n g  Co nce rn ,  19 79 ) ,  p .  693,
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o r g a n i s a t i o n ' s  own emp loyee s  a s c e r t a i n  f o r  management ,  by means  o f  

f i r s t - h a n d ,  o n - t h e - j o b  o b s e r v a t i o n ,  VJhether e s t a b l i s h e d  management  

c o n t r o l s  a r e  a d e q u a t e  and a r e  e f f e c t i v e l y  m a i n t a i n e d ;  r e c o r d s  and  

r e p o r t s  -  f i n a n c i a l ,  a c c o u n t i n g  and o t h e r w i s e  r e f l e c t  a c t u a l  o p e r a ­

t i o n s  and r e s u l t s  a c c u r a t e l y  and p r o m p t l y ;  each d i v i s i o n ,  d e p a r t m e n t  

o r  o t h e r  u n i t  i s  c a r r y i n g  ou t  the  p l a n s ,  p o l i c i e s  and p r o c e d u r e s  f o r
4

which i t  I s  r e s p o n s i b l e ' ' *

The o b j e c t i v e s  o f  i n t e r n a l  and e x t e r n a l  a u d i t i n g  a r e  s i m i l a r ,  
a u d i t o r s  a r e  emp loyee s  o f  the company and ^

ex c e p t  t h a t  the  i n t e r n a l ^ a r e  r e s p o n s i b l e  to I t s  management .  The

fu n c t i o n  o f  an i n t e r n a l  a u d i t o r  I s  p r a c t i c a l l y  the  same a s  t h a t  o f  

an e x t e r n a l  a u d i t o r .  In a d d i t i o n  to t h a t  an I n t e r n a l  a u d i t o r  has  

to s ee  t h a t  t h e r e  i s  no w a s t a g e  and the b u s i n e s s  I s  c a r r i e d  on 

e f f i c i e n t l y .  Aga in  i f  an i n t e r n a l  a u d i t o r  f i n d s  t h a t  as  a r e s u l t  o f  

the i n e f f i c i e n c y  o f  the  management ,  t he  conce rn  has  s u f f e r e d  l o s s ,  

i t  I S  h i s  duty to r e p o r t  t h a t  f a c t . ^  A c c o r d i n g  to A,V., Ho lm es , ^  

the I n t e r n a l  a u d i t o r  e s t a b l i s h e s  and a p p r a i s e s  f i n a n c i a l  and o p e r a ­

t i n g  p r o c e d u r e s ,  r e v i e w s  f i n a n c i a l  r e c o r d s  and a c c o u n t i n g  and  

o p e r a t i n g  p r o c e d u r e s ,  e v a l u a t e s  the  system o f  i n t e r n a l  c o n t r o l ,  

p e r i o d i c a l l y  summar izes  the  r e s u l t s  o f  the  c o n t i n u o u s  i n v e s t i g a t i o n ,  

p r e p a r e s  r ecommenda t ions  f o r  b e t t e r  p r o c e d u r e s ,  and r e p o r t s  the  

r e s u l t s  o f  h i s  f i n d i n g s  to the top management .  As r e p r e s e n t a t i v e s  

o f  top management ,  the  i n t e r n a l  a u d i t o r s  a r e  I n t e r e s t e d  i n  d e t e r m i n i n g

4. Wa l sh  J r . ,  I n t e r n a l  A u d i t i n g . B u s i n e s s  P o l i c y  Study No ,  H I ,
(USAi  N a t i o n a l  I n d u s t r i a l  C o n f e r e n c e  Boa rd  I n c , ,  19 63 ) ,

5. W o o l f ,  Emi l e ,  Au dl  t i  n q Today . ( E n g l e w o o d  C l i f f s ;  P r e n t i c e  H a l l  
I n t e r n a t i o n a l ,  1982 ) ,  p , e 6 .

6. Tandon,  B . N , ,  P r a c t i c a l  A u d i t i n g . (New D e l h i  i S, Chand ii Company 
L t d . ,  1985 ) ,  p * 3 0 .

7.  Holmes,  A r t h u r  Vii, , B a s i c  A u d i t i n g  P r i n c i p l e s . (Homewood;  R i c h a r d  
D. I r w i n ,  I n c . ,  1970 ) ,  p . 3.

33 2
Dhaka University Institutional Repository



whet he r  each b r anch  o r  de pa r tm en t  has  a c l e a r  u n d e r s t a n d i n g  o f  i t s  

a s s i g n m e n t ,  wh e th e r  i t  i s  a d e q u a t e l y  s t a f f e d ,  m a i n t a i n s  good r e c o r d s ,  

p r o t e c t s  c a sh  and i n v e n t o r i e s  and o t h e r  a s s e t s  p r o p e r l y ,  c o o p e r a t e s  

ha rm on iou s l y  w i t h  o t h e r  d e p a r t m e n t s ,  and i n  g e n e r a l  c a r r i e s  o u t  

e f f e c t i v e l y  the f u n c t i o n s  p r o v i d e d  f o r  i n  the  o v e r a l l  p l a n  and o r g a -
g

n i z a t i o n  o f  the  b u s i n e s s .  He ha s  to r e p o r t  to t h e  management  

whethe r  the  p o l i c y  and p l a n s  o f  a c t i v i t i e s  p r e s c r i b e d  by them have  

been im p l em ented ;  whe the r  the  i n t e r n a l  c o n t r o l s  and c h e c k s  e s t a b l i s h e d  

were  a d e q u a t e ;  whe the r  the a c t u a l  r e s u l t s  o b t a i n e d  w e re  v a r y i n g  from 

the bu d g e t e d  e t c .  f o r  the  b e t t e r m e n t  o f  the  conce rn  i . e .  to g e t  the  

maximum r e s u l t s  a t  a minimum c o s t .

9
r t c cord ing  to Rahman and H a H a d a y ,  I n t e r n a l  A c c o u n t i n g  C o n t r o l  

( l A C )  c o n s i s t s  o f  the r o u t i n e  a c c o u n t i n g  p r o c e d u r e s  s e t  up by manage ­

ment to S a f e g u a r d  a s s e t s  and e n s u r e  r e l i a b l e  r e c o r d i n g  o f  f i n a n c i a l  

t r a n s a c t i o n s .  Hence,  I n t e r n a l  a u d i t o r s  p r o v i d e  a h i g h e r  l e v e l  o f  

i n t e r n a l  a c c o u n t i n g  c o n t r o l ,  they d e s i g n  and c a r r y  o u t  a u d i t  p r o c e ­

du re s  t h a t  t e s t  the  e f f i c i e n c y  o f  v i r t u a l l y  a l l  a s p e c t s  o f  company 

o p e r a t i o n s .  That  i s  why a g r oup o f  Amer i can  P r o f e s s o r s ^ ^  a r g u e d  t h a t  

to what  e x t e n t  they were  s u c c e s s f u l ,  t he  i n t e r n a l  a u d i t o r s  s t r e n g ­

thened the e f f e c t i v e n e s s  o f  the  system o f  i n t e r n a l  c o n t r o l .

3 3 3

8.  M e i g s ,  V « a l t e r  B, , W h i t h i n g t o n ,  O .RaYf  and M e i g s ,  R o b e r t  F, , 
P r i n c i p l e s  o f  A u d i t i n g . (Homewoodi  R i c h a r d  D. I r w i n  I n c . ,
1982)  , p .  143.

9.  Rahman, Mawdudur,  and H a H a d a y »  M a u r i c e ,  A c c o u n t i n g  i n f o r m a t i o n  
Systems i P r i n c i p l e s .  Ado l i  ca t i  on s. and Fu t u r e  D i r e c t i o n s .  (New  
J e r s e y ;  P r e n t i c e  H a l l ,  1988 ) ,  p .  380.

10. Hermanson,  Roger  H, , Loeb ,  Stephen E. , and S t r a w s e r ,  R o b e r t  H, , 
A u d i t i n g  Theory and P r a c t i c e . (Homewoodi  R i c ha rd  D. I r w i n ,  I n c . ,
1983 ) ,  p ,  184.

.»  if 

•  *
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The sum and s u b s t a n c e  o f  t he  d i s c u s s i o n s ,  so f a r  made i s  t h a t  

the I n t e r n a l  a u d i t o r  has  to make s u g g e s t i o n s  to  the  management  as  

to how to run the  b u s i n e s s  e f f i c i e n t l y  and e f f e c t i v e l y ,  to a v o i d  

w a s t a g e s ,  the i n t e r n a l  a u d i t o r  a c t s  a s  a w a t c h - d o g ,  f o r  a s c e r t a i ­

n i n g  t h a t  t h e r e  i s  a good system o f  a c c o u n t i n g  which p r o v i d e s  i n f o r ­

mat i on whi ch  i s  n e c e s s a r y  f o r  p r e p a r i n g  t r u e  and f a i r  f i n a n c i a l  

s t a t e m en t  and to p r e v e n t  and d e t e c t  e r r o r s  and f r a u d s  f o r  c o s t  

c o n t r o l  and c o s t  r e d u c t i o n  p u r p o s e s .

REVI EV.AND a Na LYSI S OF THE INTERNAL
a u d i t  s y s t e m s  i n  the  z f c l

Review and a n a l y s i s  o f  the  management  w ea k ne s s  p o i n t e d  o u t  by 

the i n t e r n a l  a u d i t  r e p o r t  o f  one o f  the  s e l e c t e d  f e r t i l i z e r  f a c t o ­

r i e s  c o v e r i n g  t h r e e  y e a r s .  Some o f  the  q u e s t i o n s  r a i s e d  by the  

i n t e r n a l  a u d i t o r s  co u l d  be e x p l a i n e d  by the  c o nc e r n ed  m a n a g e r s  on 

be in g  a s k ed ,  b u t  m a j o r i t y  o f  the  q u e s t i o n s  the  m an ag e r s  c o u l d  no t  

g i v e  s a t i s f a c t o r y  r e p o r t  to the a u d i t o r s .

There  i s  a s e p a r a t e  a u d i t  d e p a r t m e n t  i n  th e  B C I C ' s  head  q u a r t e r  

to p e r f o rm  i n t e r n a l  a u d i t  work f o r  i t s  e n t e r p r i s e s .  The a u d i t  d e p a r t ­

ment i s  a s e p a r a t e  d i v i s i o n  c o n t r o l l e d  by the  D i r e c t o r  ( F i n a n c e ) .

For easy and b e t t e r  u n d e r s t a n d i n g ,  e x p l a i n i n g  and c o - o r d i n a t i n g

o f  the a u d i t  q u e r r l e s  and r e p l i e s  o f  the i n t e r n a l  a u d i t  r e p o r t s  and 

to make n e c e s s a r y  a c t i o n  p l a n ,  B e n g a l i  L a n g u a g e  i s  u s ed  on,  p e r h a p s  

s i n c e  1976.

Here  the  r e s e a r c h e r  r e v i e w e d  the  i n t e r n a l  a u d i t  r e p o r t s  o f  the  

Zi a F e r t i l i z e r  Company L i m i t e d  a s  a sample  b a s i s .
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I t  i s  t he  u s u a l  p r a c t i c e  o f  the  BCl C to co nd u c t  the  i n t e r n a l  

a u d i t  work a f t e r  the co m p l e t i o n  o f  t he  f i n a n c i a l  p e r i o d  bu t  p r i o r  

to e x t e r n a l  a u d i t  work.  The i n t e r n a l  a u d i t  team a s  p e r  I n s t r u c t i o n  

o f  the  head o f f i c e  a u d i t e d  the  e n t e r p r i s e  c o n c e r n e d  and r e p o r t e d  

to the e n t e r p r i s e  head w i th  a copy to the  BCl C head  o f f i c e .  The 

e n t e r p r i s e  conc e rned  a f t e r  g e t t i n g  the a u d i t  q u e r r i e s  r e p l i e d  

acco rd i  n y l y .

The p e r i o d  o f  i n t e r n a l  a u d i t ,  number  o f  q u e r r i e s ,  memo and d a t e  

o f  BCi C head o f f i c e  and the f a c t o r y  co n c e r n e d  I'ay be p r e s e n t e d  i n  a 

t a b u l a r  form ( Ta bi  e - 8 , 0 l )  .

The i n t e r n a l  a u d i t  r e p o r t  o f  t he  Z1 a F e r t i l i z e r  Company L i m i t e d  

f o r  the  above  men t i oned  p e r i o d  d i s c l o s e d  t h a t  t h e r e  wer e  many i r r e g u ­

l a r i t i e s ,  m i s u s e  o f  a s s e t s  and i n v e n t o r i e s  whi ch  c a u se d  a r a i s e  i n  

the p r o d u c t i o n  c o s t ,  VJithout i n t e r n a l  a u d i t  work ,  t h e s e  L o o p h o l e s  

cou ld  no t  have  been d e t e c t e d .  The i n t e r n a l  a u d i t o r  as  a w a t c h - d o g  

can m in im i s e  t h e s e  and c o n t r o l  c o s t  p r o v i d e d  the  management  i s  

s e r i o u s  i n  removing  o r  r e d u c i n g  the  i r r e g u l a r i t i e s  m en t i o ne d  i n  t?he
*

i n t e r n a l  a u d i t  r e p o r t s  and t a k e s  s t e p s  a c c o r d i n g l y .  T he r e  i s  e v i d e n c e  

t h a t  management  has  t r i e d  to r e du c e  the  f r e q u e n c y  and s e r i o u s n e s s  o f  

the I r r e g u l a r i t i e s  f o r  the  p u r p o s e  o f  r e d u c i n g  th e  c o s t .  The f r e ­

q u e n c y  has  been showing a decreas i r>G t r e n d .
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s t a t e m en t  showing  the I n t e r n a l  A u d i t  o f  
Z1 a F e r t i l i z e r  Company L i m i t e d

1 F e r l o d o f  | N o s .  o f  
1 Audi  t  j Qu e r r l  es

\ ...................... -1

Head O f f i c e  
M em o

Reply by th e | 
Fa c to ry  |

\

i December ,  1983 to 
i December ,  1984

62
App en d l x - B .0 1

A u d i t  De pa r t m en t  
3 11 . 08 (  1) 705  
d t .  1 3 . 1 0 . 8 6

i
i

ZF CL / in t . A u d i  t/005 /126 J 
d t .  2 . 9 . 8 7  {

\
\

« Janu?-  , 1985 to 
j Jun e , i9B 5

38
App endi  x - 8 , C 2

A u d i t  De pa r tm en t  
3 1 1 . 08 (  2 )/689  
d t .  1 . 1 0 . 8 7

ZF CL / in t . A u d i  t /005/ l76  
d t .  26 .4 ,88

j J u l y ,  1985 to 
j December ,  19 6 5

25
App en di x - 8 .0  3

A u d i t  De pa r tm en t  
3 1 1 . 0 8 ( 3 ) / 4 0 9  
d t .  2 2 . 6 . 8 7

Z F C L/ in t .A u d i  t /005/ l38A
d t .  9 , 1 1 , 8 7  j

I

j J a n u a r y ,  1986 to 
1 Ju ne ,  1986

1 ............... ..

40
Appen di x - 8 , 04

A u d i t  De pa r tm en t  
3 1 1 ; 0 B ( 4 ) 8 9  
d t .  1 2 .1 .3 8

Y e t  to r e c e i v e

u
u
O'
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CHAPTErt -  IX  

FINDINGS AND CONCLUSIONS

The a n a l y s i s  o f  the e i g h t  h y p o t h e s e s  may be p r e s e n t e d  c h r o n o l o ­

g i c a l l y  i

1. In t h i s  s tudy  the  c o s t  o f  p r o d u c t i o n  o f  f e r t i l i z e r  p e r  m e t r i c  ton  

had been i n c r e a s i n g  y e a r  a f t e r  y e a r  d e s p i t e  the commitment o f  t he  

government  to e n s u r e  d i s t r i b u t i o n  o f  f e r t i l i z e r  among t h e  f a r m e r  

a t  a r e a s o n a b l y  f a i r  p r i c e .  The d a t a  s u p p o r t e d  t h i s  h y p o t h e s i s .

In the  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s ,  c o s t  o f  p r o d u c t i o n  o f  d i f f e ­

r e n t  k i n d s  o f  f e r t i l i z e r  vl  z. U r e a ,  TSP, and Ammonium S u l p h a t e  i s  

i n c r e a s i n g  though t h e r e  a r e  some mino r  e x c e p t i o n s .  The t r e n d  o f  

i n c r e a s i n g  c o s t  o f  p r o d u c t i o n  o f  d i f f e r e n t  k i n d s  o f  f e r t i l i z e r  

p r o du ce d  i n  d i f f e r e n t  f e r t i l i z e r  f a c t o r i e s  may be shown b e l o w  

( T a b l e - 9 . 0 1 ) .

2, A c c e p t a n c e  and u s e  o f  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  t e c h n i q u e s  

l i k e  Bud ge t a ry  C o n t r o l  and S t a n d a r d  C o s t i n g  by e n t e r p r i s e  p e r s o ­

nne l  i s  h a l f  h e a r t e d  and i n e f f e c t i v e  r a t h e r  than s y s t e m a t i c  and  

w e l l  d e s i g n e d .  The d a t a  s u p p o r t e d  t h i s  h y p o t h e s i s .  Though b u d g e t s  

a r e  p r e p a r e d  b e f o r e  the commencement o f  t he  f i n a n c i a l  y e a r  o f  t he  

s e l e c t e d  f e r t i l i z e r  f a c t o r i e s  b u t  the  b u d g e t s ,  i t  h a s  been o b s e r v e d  

in  a c t u a l  p r a c t i c e ,  a r e  s u b j e c t  to r e v i s i o n  b e f o r e  the  end o f  the  

f i n a n c i a l  y e a r .
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T a b l e  -  9 . 0 1

( C o s t  p e r  m e t r i c  ton i n  Taka )

S t a t e m e n t  s h o w i n g  t h e  c o s t  o f  p r o d u c t i o n  o f  d i f f e r e n t
k i n d s  o f  f e r t i l i z e r  m  d i f f e r e n t  f a c t o r i e s

-------------------- i------------- r ~ \ ---------------- 7-----------------r
P a r t i c u l a r s  j 1981-82 1982-33 * 1983-84  J 1984 -85 1985-86

A,  U r e a »

NGFF

UFFL

ZFCL

B, TSPt

TSPC

C, Amtnonl urn 
S u lpha te *

NGFF

2, 307,7 3

1 ,809 .37

2 ,5 7 6 . 9 8

1 ,5 9 9 . 06

Commi s s i o n  ed on 
1983-84

6 ,2 9 2 . 3 2

2, 684 ,42

6 , 2 8 1 .  15

2 , 6 4 7 . 7 0

2 , 6 3 6 . 5 8

1 , 7 5 9 . 4 5

3 ,6 8 9 . 8 4

6,  20 3, 27

2, 591.  55

3, 107,39

2, 362,93  

3,30 1.10

6 , 8 8 8 . 2 3

3, 170. 13

4 , 3 5 4 , 9 4

2, 201.18  

4 , 0 7 1 . 3 6

7 ,  396 .91

4 , 2 5 2 . 1 0

R e f e r e n c e i  T a b l e - 4 , 1 0 ,

In  many c a s e s  d i s s i m i l a r i t y  between the  b u d g e t  and the  r e v i s e d  

bu dge t  has  been o b s e r v e d .  Under  the c i r c u m s t a n c e s ,  a q u e s t i o n  may 

peep  th rough  i n  the  mind o f  g e n e r a l  p u b l i c  a s  to  w h e t h e r ,  t he  r e v i s e d  

bu dg e t  I s  p r e p a r e d  to m i n i m i s e  the  u n f a v o u r a b l e  v a r i a n c e s  to a v o i d  

p u b l i c  c r i t i c i s m .  That  i s  why the  r e s e a r c h e r  f i n d s  t h a t  though  t h e r e  

i s  a bu dg e t a r y  c o n t r o l  system i n  e x i s t e n c e  y e t  the  same i s  n o t  found  

e f f e c t i v e  and w e l l  d e s i g r i ed .  S i m i l a r l y ,  S t a n d i n g  C o s t i n g  i s  n o t  

f o l l o w e d  p r o p e r l y  and e l e m e n t w i s e .  Both th e  B u d g e t a r y  C o n t r o l  and  

Standa rd  C o s t i n g  t e c h n i q u e s  f o r  c o n t r o l l i n g  and r e d u c i n g  c o s t ,  i f  

used In a s y s t e m a t i c  and w e l l  d e s i g n e d  manne r ,  w i l l  a u t o m a t i c a l l y  

g i v e s  Us the p l a n n e d  r e s u l t s .
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a.  Co s t  c o n t r o l  m edsu r e s  l i k e  V a l u e  A n a l y s i s  and S u g g e s t i o n  Scheme  

w i d e l y  Used  in  the  matu re  e conomies  have  n o t  r e c e i v e d  any men-  

t l o n a b l e  r e c o g n i t i o n  i n  B a n g l a d e s h  f e r t i l i z e r  f a c t o r i e s .  I n  the  

V a l u e  A n a l y s i s  System,  the d a t a  d i d  n o t  show any s i g n i f i c a n t  

i n d i c a t i o n  to s u p p o r t  t h i s  h y p o t h e s i s  c o n c e r n e d .  V a l u e  A n a l y s i s  

sy stem i s  p r a c t i c e d  i n  the  s ampl e  f a c t o r i e s  e . g .  p a c k i n g  mat e ­

r i a l s  i s  p r o d u ce d  a t  the  p l a n t  i t s e l f .  The d e c i s i o n ,  w h e t h e r  

j u t e  bag o r  s y n t h e t i c  bag sho u ld  be m a n u f a c t u r e d  o r  b o u g h t ,  

depends  on v a l u e  a n a l y s i s ,  i s  p r a c t i s e d .

The s u g g e s t i o n  scheme as  r e f e r r e d  to a bo ve  s u p p o r t e d  the  

h y p o t h e s i s ,  b a s ed  on o b s e r v a t i o n  and d a t a  c o l l e c t i o n  i s  t h a t  

w o r k e r s ,  s u p e r v i s o r s  and e x e c u t i v e s  do n o t  b o t h e r  f o r  any s u g g e s ­

t i o n s .  F e r t i l i z e r  f a c t o r i e s  a r e  au to mat ed  and t h e r e  i s  l i m i t e d  

scope  o f  s u g g e s t i o n  scheme.

b. B r e ak -Even  A n a l y s i s  i s  no t  u sed  a s  a c o s t  c o n t r o l  d e v i c e  m e a n i n g ­

f u l l y ,  The da ta  s u p p o r t e d  t h i s  h y p o t h e s i s .  The management  i s  n o t  

conce rned  w i t h  b r e a k - e v e n  a n a l y s i s  r a t h e r  they move w i t h  t a r g e t  

o f  p r o d u c t i o n .  I n v e s t i g a t i o n  by the  r e s e a r c h e r  d i s c l o s e s  t h a t  

f o r  many y e a r s  N a t i o n a l  Gas  F e r t i l i z e r  F a c t o r y ,  U r ea  F e r t i l i z e r  

Fac t o ry  L i m i t e d  and 21 a F e r t i l i z e r  Company L i m i t e d  p r o d u c e d  a b o v e  

the  B r e ak -Even  p o i n t  and e a rne d  p r o f i t  b u t  T r i p l e  S u p e r p h o s p h a t e  

Complex L i m i t e d  p r o d u ce d  be l o w  the B r e a k - E v e n  p o i n t  and s u s t a i n e d  

l o s s .  In  our  c o u n t r y ,  r i g h t  from the  f a r m e r s  to l e a d e r s  a r e  

a l w a y s  i n t e r e s t e d  t o  i n c r e a s e  f e r t i l i z e r  p r o d u c t i o n .  Though  

t h e r e  i s  a demand f o r  f e r t i l i z e r  bu t  p r o d u c t i o n  was n o t  s a t i s ­

f a c t o r y .  I t  c ause d  p r o d u c t i o n  be l ow  the  D r ea k - Eve n  p o i n t .  I f
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t h e r e  w i l l  be a B r eak -E ven  P o i n t  p r o d u c t i o n  by whi ch  v<e can 

c o n t r o l  c o s t  a c c o r d i n g l y .

c.  Co s t  p l a n n i n g  th rough  e f f i c i e n t  and e f f e c t i v e  p r o c u r e m e n t  o f  

p r o d u c t i o n  i n p u t s  I s  l a c k i n g  i . e .  f i v e  P * s  o f  p r o c u r e m e n t  a r e  

n o t  f o l l o w e d  s t r i c t l y  though t h e r e  I s a  f u l l - f l e d g e d  d e p a r t m e n t  

o f  M a t e r i a l  P l a n n i n g  and I n v e n t o r y  C o n t r o l  ( M P I C ) .  The d a t a  

i n d i c a t e d  e v i d e n c e  o f  s u p p o r t  f o r  t h i s  h y p o t h e s i s -  In the  

m a t t e r  o f  p r o cu re m e nt  o f  m a t e r i a l s  and i n p u t s ,  t he  f i v e  P * s  o f  

e f f i c i e n t  p r o cu re m e nt  namely -  p u r c h a s e  o f  r i g h t  i n p u t  a t  the  

r i g h t  p r i c e  from the  r i g h t  s o u r c e ,  a t  the  r i g h t  t ime  and i n  

r i g h t  q u a n t i t y  i s  n o t  g i v e n  du e  ̂con s i  d e r a  t i  on ,

d. P r i n c i p l e s  o f  e f f i c i e n t  M a t e r i a l  P l a n n i n g  v i z .  Minimum L i m i t ,  

Maximul  L i m i t  and R e - o r d e r i n g  l e v e l  i s  n o t  m a i n t a i n e d  p r o p e r l y .  

The d a t a  i n d i c a t e d  s u p p o r t  f o r  t h i s  h y p o t h e s i s .  I n s p i t e  o f  

r e p e a t e d  i n s t r u c t i o n s  from e x t e r n a l  a u d i t o r  to t ak e  i n t o  a c c o u n t  

Minimum L i m i t ,  Maximum L i m i t ,  R e - o r d e r i n g  L i m i t  i n  S t o r e  Bin  

Card o f  one o f  the  s e l e c t e d  f e r t i l i z e r  f a c t o r i e s ,  no a c t i o n  ha s  

y e t  been taken i n t o  c o n s i d e r a t i o n .

e.  W h i l e  p l a c i n g  o r d e r s  f o r  p u r c h a s e  o f  i m p o r t e d  i n p u t s ,  l e a d  t ime  

i s  n o t  c o n s i d e r e d  c a r e f u l l y .  The re  was e v i d e n c e  to s u p p o r t  t h i s  

h y p o t h e s i s .  I t  was found t h a t  the T r i p l e  S u p e r p h o s p h a t e  Complex  

L i m i t e d ,  the  on l y  f e r t i l i z e r  f a c t o r y  was  d e p e n d e n t  on I m p o r t e d  

raw m a t e r i a l s  r e s u l t i n g  i n  p r o d u c t i o n  s t o p p a g e  f o r  n o n - a v a i l a -  

b i l i t y  o f  i m p o r t e d  m a t e r i a l s .  T h i s  i n d i c a t e s  t h a t  a t  the  t ime

o f  i m p o r t  o r d e r s  l e a d  t ime was n o t  c o n s i d e r e d  c a r e f u l l y .
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f ,  W h i l e  p u r c h a s i n g  i n p u t s  from d o m e s t i c  m a r k e t ,  t h e r e  was a

tendency  f o r  emergency p u r c h a s e  a t  c a sh  whi ch  r a i s e d  p u r c h a s e  

p r i c e .  The da t a  s u p p o r t e d  t h i s  h y p o t h e s i s .  I t  was  f ound  t h a t  

t h e r e  was a tendency f o r  emergency p u r c h a s e  a t  cash  whi ch  g a v e

the p e r s o n a l  ga in  o f  the p e r s o n n e l  and wh i ch  i n  turn  r a i s e s

p u r c h a s e  p r i c e .

g ,  Vvhile p u r c h a s i n g  i n p u t s  Economic O r d e r  Q u a n t i t y  ( E O q ) i s  n o t  

c o n s i d e r e d .  Th i s  e v i d e n c e  a p p e a r s  from t h e  e a r l i e r  a n a l y s i s .

In a l l  o f  the  f e r t i l i z e r  f a c t o r i e s  u n d e r  study  some w e r e  n o t

u t i l i z i n g  the b e n e f i t  o f  Economic O r d e r  Q u a n t i t y  by wh i c h  one

c ou ld  g e t  maximum q u a n t i t y  w i t h  minimum c a r r y i n g  and o t h e r  

cos  ts*

h. P e r p e t u a l  I n v e n t o r y  system and A l w a y s  B e t t e r  C o n t r o l  ( a BC) system  

f o r  m a t e r i a l s ,  work In  p r o g r e s s  j n d  f i n i s h e d  s t ock  was n o t  u sed  

p r o p e r l y .  Thi s  h y p o t h e s i s  i s  s u p p o r t e d  by e a r l i e r  a n a l y s i s .

i .  Management o f  i n v e n t o r y  i t e m s  such a s  s t o r e s ,  s p a r e s  and a c c e ­

s s o r i e s  and f i n i s h e d  go od s  i s  weak,  whi ch  r a i s e s  the  c o s t  and  

a d v e r s e l y  a f f e c t s  p r o f i t a b i l i t y  o f  f e r t i l i z e r  f a c t o r i e s .  The 

d a ta  i n d i c a t e d  s u p p o r t  f o r  t h i s  h y p o t h e s i s .  S t o r e s ,  s p a c e s  and  

a c c e s s o r i e s  and f i n i s h e d  goods  r e q u i r e d  p r o p e r  i n v e n t o r y  u n l e s s  

p i l f e r a g e ,  t h e f t ,  m i s u s e  e t c .  whi ch  r a i s e  c o s t  and a d v e r s e l y  

a f f e c t e d  p r o f i t a b i l i t y .  Only  p r o p e r  management  o f  I n v e n t o r y

can g i v e  Us f r u i t f u l  r e s u l t s .  ^
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3. There  1 s no system o f  c o s t  a u d i t  i n  B a n g l a d e s h .  The i n t r o d u c ­

t i on  o f  which may r e d u c e  t h e i r  c o s t s .  T h i s  h y p o t h e s i s  i s  supp­

o r t e d  by the d i s c u s s i o n  made e a r l i e r .  The government  o f  I n d i a  

p r e s c r i b e d  the c o s t  a u d i t  a s  compu l so ry  by amending the  Compa­

n i e s  A c t  vui th the  o b j e c t  to d e t e c t  e r r o r ,  f r a u d ,  m i s a p p r o p r i a ­

t i on  and to he l p  the management i n  p r e s c r i b i n g  p r o c e d u r e s  and  

r u l e s  to p r e v e n t  and r ed u c e  the  ch an ce s  o f  i r r e g u l a r i t i e s .  The 

p o l i c y  makers  i n  the  e n t e r p r i s e s  s ho u ld  thiink o v e r  the m a t t e r  

and now i t  i s  on the  government  to g e t  the  r e q u i r e d  l e g a l  s a n c -  

t l o n  f o r  CO s t  audi  t .

4. C o s t s  a r e  no t  s e g r e g a t e d  i n t o  f i x e d  and v a r i a b l e  c a t e g o r i e s  

though i t  WdS done s e v e r a l  y e a r s  a go .  T h i s  h y p o t h e s i s  I s  d e r i v e d  

from d i s c u s s i o n s  so f a r  made e a r l i e r .  The B a n g l a d e s h  Chemica l  

I n d u s t r i e s  C o r p o r a t i o n  s i n c e  I t s  I n c e p t i o n  c o s t s  a r e  p r e s e n t e d  

i n t o  i  temwl se  and c o n t i n u e d  up to 1980-8 1, from 193 1 -82  to 1984 -85  

c o s t s  a r e  c l a s s i f i e d  i n t o  f i x e d  and v a r i a b l e  c a t e g o r i e s ,  and from 

the y e a r  1985-86 c o s t s  a r e  g r o u p e d  i n t o  M a tk : r l a l  C o s t ,  c o n v e r s i o n  

c o s t ,  m a n u f a c t u r i n g  c o s t  and so on,

5. Overhead  e x p e n d i t u r e s  a r e  n o t  s u b j e c t e d  to s c r u t i n y  and a n a l y s i s  

f o r  e x p l o r i n g  the scope  f o r  c o s t  r e d u c t i o n .  Our  d a t a  i n d i c a t e d  

t h a t  a s u c c e s s f u l  s c r u t i n y  and a n a l y s i s  can g i v e  us  s co pe  f o r  

c o s t  r e d u c t i o n  i n  f a c t o r y  o v e r h e a d ,  a d m i n i s t r a t i v e  o v e r h e a d  and  

a l s o  i n  the  s e l l i n g  and d i s t r i b u t i o n  o v e r h e a d .  In  p r o d u c i n g  

Urea  f e r t i l i z e r  N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d  r e d u c e d  

i t s  f a c t o r y  o v e r h e a d  to the  l o w a s t ,  U r e a  F e r t i l i z e r  F a c t o r y  

L i m i t e d  r educ ed  i t s  a d m i n i s t r a t i v e  o v e r h e a d  to the l o w e s t ,  and
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Z i a  F e r t i l i z e r  Company L i m i t e d  r ed u ce d  I t s  s e l l i n g  and d i s t r i ­

bu t i o n  o v e r h e a d  to the l o w e s t  among the  o t h e r  f e r t i l i z e r  f a c t o -  

r i  es .

6, R e s p o n s i b i l i t y  a c c o u n t i n g  i s  n o t  e n f o r c e d  and the  v a r i o u s  expen>  

s e s  o f  the f a c t o r y  a r e  n o t  p r o p e r l y  g r o u pe d  i n t o  s u i t a b l e  c o s t  

c e n t r e .  The da t a  d i d  n o t  i n d i c a t e  any d e f i n i t e  a s s o c i a t i o n .  In  

the f a c t o r y  l e v e l ,  each f a c t o r y  I s  d i v i d e d  i n t o  v a r i o u s  d e p a r t ­

ment ,  each depa r tm en t  may be c a l l e d  I n d i v i d u a l  c o s t  c e n t r e  and  

a g a i n  each de pa r tm en t  o r  c o s t  c e n t r e  i s  c o n t r o l l e d  by t h e  d e p a r t ­

menta l  head vvho i s  r e s p o n s i b l e  f o r  h i s  d e p a r t m e n t .  So,  we can 

s ay ,  r e s p o n s i b i l i t y  a c c o u n t i n g  i s  e n f o r c e  I n  the e n t e r p r i s e s

and a l s o  i n  the c o r p o r a t i o n ' s  head q u a r t e r ,

7 ,  Emphasis  on p r o d u c t i o n  a l o n e ,  n e g l e c t i n g  m a r k e t i n g  whi ch promo­

t e s  i n v e n t o r y  b u i l d  up o f  f i n i s h e d  goo ds  a l s o  i n c r e a s e s  i n t e r e s t  

c o s t .  The re  was e v i d e n c e  to s u p p o r t  t h i s  h y p o t h e s i s .  I t  was  

found t h a t  somet imes  p r o d u c t i o n  was s t o p p e d  due  to n o n - l i f t i n g  

o f  f i n i s h e d  goods  which i n c r e a s e d  c o s t  o f  p r o d u c t i o n  and on the  

o t h e r  hand i n c r e a s e d  i n t e r e s t  c o s t  o f  the  w o rk i n g  f und ,

8,  C o s t  c o n s c i o u s n e s s  among t h e  p e o p l e  employed  and c o n n e c t e d  w i t h  

the  f e r t i l i z e r  i n d u s t r y  i n  B a n g l a d e s h  h a s  n o t  been d e v e l o p e d .

The da t a  i n d i c a t e d  to s u p p o r t  t h i s  h y p o t h e s i s .  The re  was no 

e v i d e n c e  t h a t  p e o p l e  I n  th e  f e r t i l i z e r  i n d u s t r y  i n  g e n e r a l  g a v e

top most  p r i o r i t y  to economic b e n e f i t s  and c o s t  s a v i n g s .
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CCNCLUSiOM S

In the c o n c l u s i o n  i t  can be s t a t e d  t h a t  f e r t i l i z e r  i n d u s t r y  i s  

the p r e m i e r  m a n u f a c t u r i n g  i n d u s t r y  o f  B a n g l a d e s h ,  and ha s  a key p o s i ­

t i on  i n  he r  n a t i o n a l  econotriy. But ,  a l t h o u g h  the  a r e a  c o n s t i t u t i n g  

Ban g l a d e s h  has  f o r  l o ng  been a r e s e r v e  o f  n a t u r a l  g a s ,  w a t e r ,  l * e .  

raw m a t e r i a l s  f o r  f e r t i l i z e r .  I t s  f e r t i l i z e r  m a n u f a c t u r i n g  i n d u s t r y  

was e s t a b l i s h e d  on ly  a f t e r  I 960 .  The i n d u s t r y  was s e t  up i n  Ban g l a >  

desh ( t h en  E a s t  P a k i s t a n )  a s  a dom es t i c  i n d u s t r y ,  and i t  was i n t e n d e d  

p r o g r e s s i v e l y  to be r e p l a c e d  as  an e x p o r t  i n d u s t r y  a l s o  F e r t i l i z e r  

has  been the  l a r g e s t  a r g i  c u l t u r a l  i n p u t  f o r  the  cou n t r y  i n  the  p a s t  

and i s  s t i l l  the dominan t  i n p u t  and th e  m a r k e t  i s  i n  d o m e s t i c  and 

a b r o ad .  In t h i s ,  t he  a c h i e v e m e n t s  o f  two and a h a l f  d e c a d e s  i n  the  

f a c e  o f  m a j o r  p r o b l e m s  such as  f o r e i g n  exc ha ng e  d i f f i c u l t i e s  and the  

l a ck  o f  e n t r e p r e n e u r s .  The p r e s e n t  c a p a c i t y  o f  the  i n d u s t r y  i s  a b o u t  

1800 thousand  m e t r i c  t o n s ,  c a p a b l e  o f  s a t i s f y i n g  the home demand and 

e x p o r t i n g  to earn f o r e i g n  c u r r e n c y .

The s u c c e s s  a c h i e v e d  by B a n g l a d e s h  In  e x p a n d i n g  h e r  p r o d u c t i o n  

c a p a c i t y .  The s u c c e s s  was no t  the r e s u l t  o f  a g r e a t e r  d e g r e e  o f  

c o m p e t i t i v e n e s s  o f  the  f e r t i l i z e r  m a n u f a c t u r i n g  i n d u s t r y  o f  B a n g l a ­

desh.

C a p a c i t y  u t i l i s a t i o n  and p r o d u c t i o n  c o s t  p e r  m e t r i c  ton were  

found to have  been g e n e r a l l y  the  more i m p o r t a n t  d e t e r m i n a n t s .  P r i c e s  

o f  i n p u t s  o f  the i n d u s t r y  i n c r e a s e d  s u b s t a n t i a l l y  i n  the  p e r i o d  a f t e r  

L i b e r a t i o n .  As p r o d u c t i o n  c o s t s  i n  UFFL i s  s u b s t a n t i a l l y  l o w e r  than  

NGFF and ZFCL f o r  the men t i oned  f i v e  y e a r s  f o r  p r o d u c i n g  Ur ea  f e r t i ­

l i z e r .  W h i l e  a l l  the  f a c t o r i e s  o p e r a t e d  u n d e r  v e r y  s i n i i l a r  economic
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env i r onment  i n  each y e a r  I t  would  seem t h a t  t h e r e  was  s co pe  f o r  

r e d u c in g  c o s t s  i n  f a c t o r i e s  w i th  p e r f o r m a n c e s  t o w a r d s  the  u p p e r  

end o f  the  c o s t  s c a l e  r e l a t i v e l y  e a s i l y ^  w i t h o u t  h a v i n g  to u n d e r ­

t ake  a tho rough  i n d u s t r i a l  r e o r g a n i s a t i o n .

A n a l y s e s  o f  c o a t - o u t p u t  r e l a t i o n s h i p s  have  n o t  i n c l u d e d  c a p i t a l  

C o s t s ,  which i n  any c a s e  a c co u nt  f o r  a sm a l l  p r o p o r t i o n  o f  t h e  c o s t  

o f  p r o d u c t i o n  o f  f e r t i l i z e r .  No c o n c l u s i v e  e v i d e n c e  one way o r  

o t h e r  r e g a r d i n g  e conomies  o f  s c a l e  i n  the i n d u s t r y  has  emerged  from 

t h i s  s tudy .  We must  be r e a l l y  c o s t  c o n s c i o u s  i f  we d e s i r e  optimum 

r e s u l t  i n  termg o f  p r o d u c t i o n  and p r o d u c t i o n  c o s t  from th e  i n d u s t r y  

o u t  o f  t h i s  c o m p e t i t i v e  s i t u a t i o n ,  - •

In the p r e s e n t  form o f  f i n a n c i a l  a u d i t ,  the  a c c u r a c y  and f a i r ­

n e s s  o f  t he  f i n a n c i a l  s t a t e m e n t s  p r e p a r e d  a r e  v a l i d a t e d  and th e  

c o n v e n t i o n a l  B a l a n c e  Sheet  and P r o f i t  and L o s s  A c c o u n t  do n o t  g i v e  

compl e t e  p i c t u r e  o f  t he  e f f i c i e n c y  o f  management  i n  r u n n i n g  a p l a n t  

o r  an o r g a n i s a t i o n .  I t  howev e r ,  f a i l s  to g i v e  us  the  c l e a r  i n f o r r o a -  

t l o n  abou t  c o s t  and c o s t  i n f o r m a t i o n .  The ne ed  f o r  bo th  c o s t  a c c o u n ­

t i n g  and c o s t  a u d i t  wer e  more p rono unc ed  w i t h  the  i n c r e a s i n g  r a t e  o f  

i n d u s t r i a l i z a t i o n .  I t  i s  f o r  t h i s  r e a s o n  t h a t  In  some o f  th e  coun­

t r i e s  i n  the  w o r l d ,  t he  i m p o r t a n c e  o f  a s e p a r a t e  C o s t  A u d i t  has  been  

r e c o g n i z e d .  In the  n e i g h b o u r i n g  count ry  o f  I n d i a ,  t he  gove rnment  

p r e s c r i b e d  the  Cost  A u d i t  and has  made c o s t  r e c o r d s  a s  com pu l s o r y  

by amending Compani es  A c t ,  An e f f e c t i v e  C o s t  A u d i t  p l a n ,  i f  I m p l e ­

mented In  o u r  f e r t i l i z e r  i n d u s t r y  as  w e l l  a s  p u b l i c  s e c t o r  i n d u s t r i e s i  

can o f  c o u r s e  he l p  i n  t h i s  c o m p e t i t i v e  s i t u a t i o n .
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The p r e s e n t  s tudy I s  i n t e n d e d  a s  a s tep  i n  g a i n i n g  an i n s i g h t  

I n t o  the  dynamic w o r k i n g s  o f  the  w o r l d  f e r t i l i z e r  economy w i t h  s p e ­

c i a l  emphas i s  on B a n g l a d e s h ,  The p r e s e n t  s tu dy  a l s o  b r i n g s  a b o u t  

some i n t e r e s t i n g  f e a t u r e s  a b o u t  c o s t  c o n t r o l  and c o s t  r e d u c t i o n  

f u n c t i o n s  o f  f e r t i l i z e r  i n d u s t r y  i n  B a n g l a d e s h ,  One a d v a n t a g e  o f

t h i s  ap p ro ac h  to p o l i c y  making  i s  t h a t  i t  p l a c e s  the  a n a l y s i s  i n  a
an

dynamic s e t t i n g  and p r owl  de s^ l  n l  t i  a 1 f ramework f o r  p o l i c y  a n a l y s i s .

I t  i s  s u g g e s t e d  t h a t  o c c a s i o n a l l y  the  w o r k i n g  o f  t he  f e r t i l i z e r  

f a c t o r i e s  s h o u l d  be r e v i e w e d  to f i n d  o u t  the  ways  and means  to r e d u c e  

c o s t  o f  p r o d u c t i o n .  Such r e v i e w s  sho u l d  examine  how management  o f  

f e r t i l i z e r  f a c t o r i e s  p e r c e i v e s  i t s  p l a n n i n g ,  o r g a n i z i n g ,  d i r e c t i n g ,  

c o - o r d i n a t i n g  and c o n t r o l l i n g  f u n c t i o n s  f o r  d i f f e r e n t  m a n u f a c t u r i n g  

p r o c e s s e s .  T h i s  w i l l  a l l o w  a more c o m p r e h e n s i v e  model  to p r o j e c t  

the c o s t  s t r u c t u r e  b e f o r e  hand which c o u l d  be u sed  f o r  p o l i c y  s i m u l a ­

t i o n ,  i n t e r f i r m  compa r i s on  i s  a l s o  s u g g e s t e d  f o r  b e t t e r  c o s t  c o n t r o l  

and c o s t  r e d u c t i o n  i n  the  f a c t o r i e s *  and f o r  t h a t ,  awa rd  o f  r ewa rd  

to good p e r f o r m e r s  s ho u ld  be  p r o v i d e d .

F i n a l l y ,  i t  may be a j u d i c i o u s  p o l i c y  f o r  a h i g h l y  c a p i t a l  i n t e n ­

s i v e  and h i g h  t e c h n o l o g y  o r i e n t e d  f e r t i l i z e r  i n d u s t r y  to o r g a n i z e  

o c c a s i o n a l l y  s e m in a r s  w i t h  p a r t i c i p a n t s  from d e v e l o p e d  and d e v e l o p i n g  

c o u n t r i e s  a round  B a n g l a d e s h ,  Such c o n f e r e n c e s  may p r o v i d e  a forum f o r  

exchange  o f  t h o u g h t s  and c r o s s  f e r t i l i z a t i o n  o f  i d e a s  and B a n g l a d e s h  

F e r t i l i z e r  i n d u s t r y  i s  l i k e l y  to be  b e n e f i t e d  i n  the  a r e a s  o f  c o s t  

e f f ec t i  v en e s s ,
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Sta t eme nt  sho^Nlng f e r t i l i z e r  p r o d u c t i o n  i n  B a ng l a d e s h  f o r  
the  l a s t  ten y e a r s  ( 1976 -77  to 1985 -86 )

( Quan t l  t y  I n  MT)

A p p e n d i x  -  3 . 0 1

1 t
j  P a r t i c u l a r s  J 1976-77 1977-78 1 1978-79 j 

1
[ 1979-80 1 1980-8 1 1981-82  1

J

1 A.  U r e a l  

j NGFF 

j UFFL 

! ZFCL 

I PUFF

i B. TSP 1 

\ TSPC

1 C. Ammonium Sulpha  

} NGFF

7 7 , 4 4 6

2 , 0 8 , 0 7 5

61,427  

1 , 5 1 , 0  37

54,637  

2 , 3 6 , 1 2 3

1 ,0 4 , 594  

2 ,5 6 ,6 1 2  

CCommi s s i on

99,  20 1 

2 , 4 5 , 4 8 2  

i n  1983-84]

1
J
I

9 2 ,5 4 2  1 

2 , 5 2 , 8 6 3  i
I

1 62 ,495  i
JI

2 , 8 5 , 5 2 1 2 , 1 2 , 4 6 4 2 , 9 0 , 7 6 0 3, 61,  206 3 , 4 4 , 6 8 3 4 , 0 7 , 9 0 0

38 ,006

9 , 2 6 1

41 ,274

9 , 5 5 3

62,287  

5, 325

71,  118

9 , 8 5 2

71 , 461

9 ,860

57,888
i
I
\

11,566  1 

j

i D. To t a l  ( A + B + C ) i 3 ,3 2 , 7 8 8 2 ,6 3 ,2 9 1 3 , 5 8 , 3 7  2 4 ,4 2 ,  176 4,  26 ,004
1

4 , 7 7 , 3 5 4  I

GJ
4!>.
•>1

Con td.
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A p p e n d i x - 3 . 0 1  c o n t i n u e d

} P a r t i c u l a r s  | 1982-83 1983-84 1984-85 1985-86 To t a l

I A.  Ur eat  

\ NGFF 

1 UFFL 

i ZFCL 

1 BUFF

I B. TSPi  

1 TSPC

{ C. Ammonium S u l o h a t e i  

1 NGFF

87 ,166  

2 ,8 3 ,8 4 4  

1 ,3 8 ,2 42

8 8 , 0 4 4  

2 , 5 7 , 1 6 4  

3 , 7 9 , 0  39 

( C o m m i s s i o n  i

9 5 , 2 8 2  

2 ,3 1 , 7 4 4  

4 ,1 4 , 5 2 8

,n 198 5 -86^

80 ,3 14  

3 ,0 6 , 690  

4 ,2 5 ,  329 

29 ,944

\
8 , 4 0 , 6 5 3  1 

2 4 ,2 9 , 6 3 4  { 

14, 19 ,633  i 

29,9  44

5 , 0 9 ,2 5 2 7 ,  24 ,247 7 , 4 1 , 5 5 4 8 , 4 2 ,2 7 7 47,  19,8 64

68, 60 3 

12, 282

8 1 , 2 4 3

11,027

55, 192 

9 ,6 3 4

1 ,00 ,758

10,004

i
t

6 , 4 7 ,8 3 0  j 

9 8 ,3 64

1 D. To t a l  ( A + B + C ) t 5 ,9 0 ,1 37 8 , 1 6 ,  517 8 ,0 6 , 3 8 0 9,  53,039 54, 66,0  58 CO
GO

N o t e s i  NGFF »  N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d .
UFFL = Ur ea  F e r t i l i z e r  Fa c t o ry  L i m i t e d ,
ZFCL = a  a F e r t i l i z e r  Company L i m i t e d .
TSPC = T r i p l e  Su pe r ph os ph a t e  Complex  L i m i t e d .
PUFF a P o l a s h  Urea  F e r t i l i z e r  F a c t o r y ,

S o u r c e s i  1, Annua l  Repo r t s *  N a t u r a l  Gas  F e r t i l i z e r  F a c t o ry  L i m i t e d ,  Fenchugan j ,  S y l h e t ,  
1983-84 ,  1984-85 ,  1985-86 ,

2. Annua l  R ep o r t s  and A c c o u n t s ,  U r ea  F e r t i l i z e r  Fa c to ry  L i m i t e d ,  G h o r a s a l ,
N a r s i n g d i ,  1985-86 .

3. Annua l  Repo r t s *  Zi  a F e r t i l i z e r  Company L i m i t e d ,  A s h u g o n j ,  Brahmanbar i  a ,
1983 -84 ,  1984 -85 ,  1985 -86 .

4. Annua l  R e p o r t s ,  T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d ,  N o r t h  P o t e n g a ,  C h i t t a g o n g ,
1983 -84 ,  1984-85 ,  1985 -86 .

5. Annua l  R e p o r t s ,  B a n g l a d e s h  Ch emica l  I n d u s t r i e s  C o r p o r a t i o n ,  Dhaka,
1976 -77 ,  1977-78 ,  1978 -79 ,  1979 - 80 ,  1980 -81 ,  1981 -82 ,  1982-83,  1983-84 ,  1984 -85 ,  
1985 -86 ,

6. Ten Y e a r s  o f  BCIC,  Dhaka*
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L i s t  o f  D i r e c t o r s  showing  the  Boa rd s  o f  f o u r  s e l e c t e d  e n t e r p r i s e s -

N a t u r a l  Gas F e r t i l i z e r Urea  F e r t i l i z e r  Fa c to ry  
Li ml t ed

1, Mr .  G i a s u d d i n  Ahmed 
D i r e c t o r  ( T e c h ,  & E n g g . )  
BCIC.

1

Chai  rman 1. Mr ,  Mohammad Toha 
D i r e c t o r  ( F i n a n c e )  
BCIC

Chai  rman i

2. Mr.  S. A.  S a l i k  
Deputy S e c r e t a r y  
M i n i s t r y  o f  I n d u s t r i e s  
Government  o f  B a n g l a d e s h

Di r  e c to r 2. Mr,  G, A,  Mot in
S e c r e t a r y
BCIC

D i r e c t o r  t

3, Mr.  M. M, Eunus  
Manag ing  D i r e c t o r  
Jamuna F e r t i l i z e r  P r o j e c t

Di r e c t o r 3. Mr.  M. M, Eunus  
Manag ing  D i r e c t o r  
Jamuna F e r t i l i z e r  P r o j e c t

Di r  e c to r  I

4. Mr.  Z. U, Ahmed 
C h i e f  o f  P e r s o n n e l  
BCI C

Di r  e c to r 4. Mr.  M* A.  Hamid 
Manag ing  D i r e c t o r  
PUFF

D i r e c t o r  J

5. Mr.  Hasanu l  Murshed  
Ge ne ra l  Manage r  
NGFF

Di r e c t o r 5. Mr .Md.  S i d d i q u r e  Rahman 
Sr .  Gen. Manage r  ( P r o d . )  
BCIC

Di r  e c to r  |

6. Mr.  M. A.  S ah id  
C h i e f ,  FMC 
BCIC

Di r e c  t o r 6. Mr.  Ekramul  Haque Khandaker
Manag ing  D i r e c t o r
UFFL

Di r  e c to r  j

7. Mr,  A,  R. M o l l a h  
C h i e f  A u d i t o r  
BCIC

D i r e c t o r

Co
o

Con td.
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A p p  e n d l  X - 4 , 0  1 c o n t i n u e d

T r i p l e  Sup e rph osph a te  
Complex L i m i t e d

Z l a  F e r t i l i z e r  Company 
Li ml t ed

1. Mr .  G l a s u d d i n  Ahmed 
D i r e c t o r  ( T e c h .  & E ng g . )  
BCIC

2. Mr^ G, A,  Mo t i n  
S e c r e t a r y
BCIC

3. Mr .  K. R. Kar im  
E x - E x e c u t i v e  D i r e c t o r  
TSPC

4. Mr .  K. M. Hos sa in
Sr .  Gen. Ma nage r  ( P u r . )  
BCIC

5, Mr .  L u t f u r  Rahman 
Sr .  Gen. Manage r  
Branch O f f i c e  
BCIC

6,  Dr.  S h a f i q u r  Rahman 
Manag ing  D i r e c t o r  
TSPC

7 ,  Mr .  A . F . M .  B a d i u r  Rahman 
MOl

Chai rman ( 1.
\
\

D i r e c t o r

Di r e c t o r

Di r  e c to r

D i r e c t o r

D i r e c t o r

D i r e c t o r

Mr.  A .K .M ,  M o s h a r r a f  Hos sa in
Chai  rman
BCIC

Mr.  Mohammad Toha 
D i r e c t o r  ( F i n a n c e )
BCIC

3. Mr .  G l a s u d d i n  Ahmed 
D i r e c t o r  ( T e c h .  & Engg . )  
BCIC

4 .  Mr.  M o f a z z e l  HosSain  
Deputy S e c r e t a r y  
E x t e r n a l  R e s o u r c e s  D i v i s i o n  
M i n i s t r y  o f  F inance  
Government  o f  Bang l ade sh

5. Mr.  A . B . M .  S a l e h  Jahu r  
Deputy S e c r e t a r y  
M i n i s t r y  o f  I n d u s t r i e s  
Government  o f  Bang l ad e sh

6.  Mr,  A.  Momln 
Manag ing  D i r e c t o r  
CUFF

7.  Mr.  S . A . S .  S. Alam 
Manag ing  D i r e c t o r  
ZFCL

Chai  rman

Di r e c t o r

Di r  e c to r

Di r e c t o r

DI r  e c to r

Di r e c t o  r

Di r e c t o r

CJ
O'o

S ou r ce s  i 1. N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t e d ,  Annua l  Re po r t  1986 -87 .
( F e n c hu go n j ) ,  p . 9 .

2,  U r ea  F e r t i l i z e r  Fac t o ry  L i m i t e d ,  Annua l  R e po r t  1986 -87 , ( G h o r a s a l ) ,  p . 4 .

3, T r i p l e  Supe rph osp ha te  Complex  L i m i t e d ,  Annua l  R e p o r t  1986-87 , (Chi  t t a g o n g ) , p .  11,

4,  Z l a  F e r t i l i z e r  Company L i m i t e d .  Annua l  R e po r t  1 9 86 -8 7 , ( A s h u g o n j ) ,  p , 3 .
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Add en dl  X -  4 . 0  2 

BUDGET a n a l y s i s  OF NGFF ( 1983-84 )  »

The U n i t - w i s e  ( i . e .  Urea  & Ammonium S u l p h a t e  P l a n t )  c o m p a r a t i v e  

s t a t eme nt  o f  bu d g e t  and a c t u a l  u g a g e  f o r  the y e a r  1983-84  ha s  been  

no t ed  b e l o w i

3 5 1

UR£a p l a n t

Taka i n  L a c s

P a r t i c u l a r s  | As  p e r  j
J Budge t  ^

i

F l e x i b l e  j 

\

A c t u a l  1 

{

V a r i a n c e

I
:

Fa vo u -  I  
r a b l e /  \ 

Jn f a v o u -  )[ 
r ab l  e

8 5 ,000  MT 8 8 ,0 4 4 8 8 ,0 44  MT (F /U )
a K s s a s a s a s a s s s B

i n com ei

S a l e s  o f  U r ea  2 , 9 3 1 . 6 5 3 , 0 3 6 . 6 3 2, 214.96 ( - )  821 ,67 u i

Mi sc .  in  come 6.00 6 ,2 1 9 .6 8 3 .47 F }

Tota l  incomei  2 , 9 3 7 , 6 5 3 , 0 4 2 . 8 4 2, 224 .64 ( - )  818 .20
asaasBSH a s a s a a s a a a s s s s s a s B

Exd  end!  t u r e i

i )  V a r i a b l e  C o s t i

Raw m a t e r i a l s  554.2B 574,  13 585,80 ( - )  11,67 u i

Chemi ca l  s 8 6 .9 2 9 0 .0 3 102,80 ( - )  12,77 u [

P a c k i n g  M a t e r i a l s  293.03 30 3, 52 197.29 106. 23 F i

Oi 1 & L u b r i c a n t  30,00 31 ,74 36,89 ( - )  5 , 1 5 u }

S pa r e s  & A cc e -
s s e r i e s  30.00 31 ,74 29,69 2 ,0 5 F i

M a in t e n a n c e  stores  6 ,00 6 ,2 1 7 . 4 8 ( - )  1.27 u j

Fa c to ry  o v e r h e a d  7 2 ,7 4 7 5 , 3 4 6 7 .2 5 8 ,0 9 F i

S e l l i n g  and Di s t .  2 ,47 2 ,56 5 ,21 ( - )  2 , 6 5 u }
E x d  en s e s

To ta l  V a r i a b l e  1 , 0 7 5 . 4 4 1, 115,  27 1 ,0 3 2 . 4 1 8 2 ,8 6 F i
j C o s t !  ■ = = = = = * =  

i

a s s s s s s s a s s = = a = S B a
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A p p e n d i x - 4 , 0 2  c o n t i n u e d

P a r t i c u l a r s F l e x i -
b l e

I A c t u a i

\

V a n  a -  
n c e

Jp a r ou -  J 
I r a b i e /  I 
|un favou- i  
j r a b i e  i

l i ) F i x e d  C o s t *

Wages  & A l l o w a n c e s  192.17
(iftork e r s )

S a l a r i e s  & A l l o w .  58*04
( S t a f f s )

S a l a r i e s  & A l l o w .  66 .62
(O f f l  c e r  s)

Spa r e s  and a c c e s s o -  ^4 00
r i e s  •

M a in t en a nc e  s t o r e s  3 .00

i n s u r a n c e  5,50

Head O f f i c e  Ove rhead  42 ,71

Fa c to ry  d e p r e c i a t i o n  387,28

Fa c t o ry  o v e r h e a d  22 ,04

Oi 1 & l u b r i c a n t  24,00

O v e r h a u l i n g  e x p e n s e s  120,00

S e l l i n g  and Dl s t .
e x pe nse s  3,46

Admn, o v e r h e a d  69.9 1

I n t e r e s t  & f i n a n c i a l  
c h a r g e s  282,67

T o t a l  f i x e d  c o s t *  1 ,301,40  

To ta l  c o s t  ( i + 1 1 ) 2, 376.84

192,  17

58 .04

6 6 ,6 2

24*00

3,00

5. 50

42 ,71

387,28

22 .04

24 ,00

1 2 0 . 0 0

3 ,46

69.9  1

28 2. 67

1,301.40

2j416.67
— =  =  =  c

244.97

7 2 . 9 3  

90 .  12

20 .25

4,49

2 .75

33 .22

28 3 .58

10.37

20 .26  

138.68

0 , 0 3  

84.  63

28 2 , 65

1,288.93

2j321.  34

( - )  52 .80  

( ^ )  14,89  

( - )  23.50

3 .75

( - )  1.49

2 .75

9 .4 9

103.70

11,67

3 .74

- 1 8 . 6 8

3 ,43  

- 1 4 . 7 2

0 , 0 2

12,47

9 5 .3 3

U

U

u

F

U

F

F

F

F

F

U

F

U

F

F

Though p r o d u c t i o n  u n i t  have exceeded  the b u d g e t  e s t i m a t e s  b u t  the  

expense s  have  exceeded  the  f l e x i b l e  b u d g e t  i n  maximum head  o f  e x p e n d i ­

t u r e  o f  both  V a r i a b l e  and f i x e d  c o s t s .  We s u g g e s t  t h a t  the  management  

should  have  been more a l e r t  m  c o n t r o l l i n g  the  e x p e n s e s  t h r o u g h  b u dg e t i
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353

AMMONIUM SULPHATE PLANT

......... \ .........  ■
P a r t i c u l a r s  { A s  p e r

1 Budge t

I

F l e x i ­
b l e
Budge t

A c tu a 1 V a n  a -  |
nee

Favoura-J  
b l e /  \ 
Un f avou- i  
r a b l e  1

P r o d u c t i o n  I1 ,000MT 11,0  27MT 11,0  27MT

Sa 1 e s 309 * 38 310 .14 27 6 ,88 - 3 3 , 2 6 U

Exd end! t u r e  i

l )  V a n  a b l e  c o s t i

Raw m a t e r i a l  202 ,74 20 3, 24 187,08 16, 16 F

Chemi c a l  s 1* 19 1. 19 1, 13 0 , 0 6 F

P a c k i n g  m a t e r i a l s  23.80 23 , 85 17,48 6 ,37 F

Spa re s  and a c c e -  
s s o r i  es  7 . 4 5 7 .4 7 5 ,8 5 l.^>2 F

Power  p u r c h a s e  2,91 2 ,92 2 ,76 0 ,  16 F

M a in t e n a n c e  fi. s t o r e s  1*68 1.68 1 ,73 - 0 , 0 5 U

Fac t o ry  o v e r h e a d  2 ,96 2 .96 0 , 8 3 2 ,1 3 F

S e l l i n g  and D i s t ,  0 ,19 0 ,  19 0 ,0 8 0 ,1 1 1

242 .92 243.  50 216 ,94 26,  56 F

1  ̂ F i x ed  C o s t s i

Wages  & a l l o w a n c e s  6 , 72  
( W 0 rk e r  s )

6 , 7 2 8 ,7 1 - 1 , 9 9 U

S a l a r i e s  S. a l l o w ,  6 ,46  
( S t a f f s )

6 , 46 7 . 6 3 - 1 ,  17 U

S a l a r i e s  @ a l l o w .  5.30  
( O f  f i  c e r s )
S p a r e s  a c c e s s o r i e s  4 . 6 8

5,30

4.68

. 7 ,  17 

3,9  1

- 1 , 8 7

0 , 77

U

F

M a in t e n a n c e  & s t o r e s  1*25 U 2 5 1 ,15 0 ,  10 F

I n s u r a n c e  0 .2 5 0 , 2 5 0 , 2 4 0 , 0 1 F

D e p r e c i a t i o n  14,18 14, 18 10.57 3 ,61 F

Facto ry  o v e r h e a d  9 .19 9 ,  19 12 ,21 - 3 , 0 2 U

Head O f f i c e  o ve r h e a d  
( l e v y )  5*08
S e l l i n g  8. D i s t . O v e r .  0 . 0 5

5 ,08

0 , 0 5

4 , 1 5  

Ni 1
0 , 9 3

0 . 0 5

F

F

i n t e r e s t  & F i n . c h a r g e  4 .10 4,  10 4.  19 - 0 . 0 9 U

A d m i n i s t r a t i v e  O v e r ,  9 .20 9.  20 8 . 9 1 0 .  29 U

66.  46 66. 46 6 8 ,8 4 - 2 . 3 8 u

Tota l  ( i + l l )  309.38 309 ,96 285.78 24.  18 F

Fi xed c o s t s  have  exceeded  the  b u d g e t  e s t i m a t e s  which i s  a l w a y s  

di scou r a g i n g *
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3 5 4

A p p e n d i x  -  4 . 0 3  

BUDGET a n a l y s i s  OF NGFF ( 1 9 8 5 - 8 6 )

The u n i t w i s e  ( I . e .  U r ea  & Amonia S u l p h a t e  P l a n t )  C o m p a r a t i v e
y e a r

S ta tement  o f  b ud ge t  S. a c t u a l  u s a g e  f o r  t h e ^ l 9 8 5 - 8 6  ha s  been n o t e d

be l ow*

UREA p l a n t
( F i g u r e  In  L a c )

P a r t i  c u l a r s T FI ex l  b l  e 
Bu d g e t

A c tu a 1 V a r i ­
an ce

P r o d u c t i o n  U n i t s

( a ) L o c a l  S a l e s

( B) Exp en dl  tu re  i 

( i  ) V a r i a b l e  C o s t i 

RaM m a t e r i a l s  

Cheml c a l  s 

P a c k i n g  m a t e r i a l s  

Ca su a l  l a b o u r  

Duty on e l e c t r i c i t y  

O i l  & l u b r i c a n t s  

S pa r e s  & a c c e s s o r i e s  

S t o r e s  d consumpt i on  

Head O f f i c e  l e v y

T o t a l  V a r i a b l e  C o s t  ( a ) i

( l i )  F i x ed  C o s t !

Wages  and a l l o w a n c e s  
(Work e r s )

S a l a r i e s  and a l l o w a n c e s  
( S t a f f s )

S a l a r i e s  and a l l o w a n c e s  
( O f  f i  c e r s )

S pa r e s  and a c c e s s o r i e s  

In su r a nce

M a in t e n a n c e  and s t o r e s

8 0 , 0 0 0 . 0 0 0
MI

3 , 6 0 2 , 6 1

758 .  16

112.00  
344,00  

29 .60

64 .00

38.47

4 7 .0 4

25 .00

54 .04

1 ,4 7 7 . 3 1

308.04

94 .  29

133.62

27 .4 4

4 .50

15 .00

8 0 , 3 1 3 . 8 7 5  
MT

3 , 6 0 2 . 6 4

7 6 1 . 1 3

112 .44  

345.  35

2 9 .7 2  

64.  25

38 . 62

4 7 .2 2

25 .09  

54.  25

1, 478 .07

308 .04

9 4 .2 9

133.62

27 , 44

4*50

15 .00

8 0 , 3 1 3 . 8 7 5
MT

3 , 4 2 8 .  13 -  174 .51

7 36. 10 + 

115.96  ^

30 7 , 6 2  + 

12.19 +

61 .6 8  +

39 .77  -

49 .7  4 -  

2 6. 11  -  

5 1 .4 2  +

2 3 . 0 3

3 .5 2  

37 .7  3 

1 7 .5 3

2.57

1 .15

2 . 5 2  

1.02 

2 .8 3

1,40 2 .59  + 7 5 . 48

397.88  -  8 9 . 8 4

100.49 -  6 . 2 0

158 .72  -  25. 10

2 9 ,8 2  -  2 .38

3 ,11  + 1 .39

3 5 .2 3  -  2 0 .2 3

Con t d . . . .
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A p p  en d i  X - 4 . 0  3 c o n t i n u e d

3 5 5

Dep r e e l  a t i  on 40 4 ,67 404,  67 585.  14 -■ 180.47

Fac t o ry  o v e r h e a d 49.  33 49 .3 3 20 .05 + 29. 28

A d m i n i s t r a t i v e  o v e r h e a d 109. 11 109.  11 9 8 .8 1 f 10. 30

O v e r h a u l i n g  ex p e n se s 150.00 150.00 104.48 + 4 5 .5 2

S e l l i n g  and D i s t r i b u t i o n  
ov erhead 10.92 10.92 9 . 2 3 1.69

I n t e r e s t  and f i n a n c i a l  
ov e rhead 361.55 361 ,55 552.08 190 .53

To ta l  F ixed  C o s t  ( B )  t 1, 668.  47 1 ,6 68 . 47 2 , 0 9 5 , 0 4 - 426 .57

T o t a l  Co s t  ( A+B )  1 3 ,1 4 0 . 78 3, 146.54 3 ,4 9 7 .  63 - 351 .09
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a m o n i a  p l a n t

3 56

( Fi qur  e i n  L a c s )

P a r t i c u l a r s  |

(

As  p e r  
Budg e t

F l e x i b l e
Budge t

A c t u a l i

\

V a n  a -  
n c e

P r o d u c t i o n  8, O OO . O O MT 1 0 , 0 0 4 .  16MT 1 0 , 0 0 4 .  16MT -

( A ) L oca l  S a l e s 260,  32 2 6 0 . 3 2 2 8 6 , 7 6 + 2 6 .  44

Expend!  t u r e i

( i ) V a r i a b l e  C o s t i

Raw m a t e r i a l s 2 0 1 . 0 2 2 5 1 . 3 8 2 6 7 , 4 9 - 1 6 . 1 1  }

Chemi c a l  s 2.  17 2 . 7 1 1 . 2 4 + 1 , 4 7  }

P a c k i n g  m a t e r i a l s 23,  13 2 8 . 9  2 2 3 . 5 2 5 , 4 0  i

Ca sua l  l a b o u r 1 , 2 0 1 , 5 0 0 . 6 5 + 0 . 8 5 j

Powe r  consumpt ion 3 . 5 3 4 . 4 1 4 , 0 7 + 0 . 3 4  i

Spa re s  & a c c e s s o r i e s 5 , 4 0 6 . 7 6 6 , 8 0 - 0 . 0 4  }

S t o r e s  consumpt ion 2 . 9 2 3 , 6 5 2 , 8 5 + 0 , 8 0  i

Head O f f i c e  o v e r h e ad 3 . 9 0 4 . 8 8 4 . 3 0 + 0 . 5 0  }

T o ta l  V a r i a b l e  Costs 243.  27 3 0 4 . 2 1 3 1 0 . 9 2 - 6 . 7 1

( 1 1 ) F i xed  Co s t i \t
Wages and a l l o w a n c e s  
(Work e r s ) 1 2 , 5 5 1 2 . 5 5 1 9 . 4 1 - 6 . 8 6  \ 

i

S a l a i ' l e s  and a l l o w a n c e  
( S t a f f s )
S a l a r i e s  8. a l l o w a n c e s  
( O f  f i  c a r  s)

8 , 7 1

9 . 7 8

8 . 7 1

9 , 7 8

1 0 . 5 1  

10,  34 ■*

1
1 . 8 0  j  

0 . 5 6  j

Sp a r e s  and a c c e s s o r i e s 3 . 6 0 3 . 6 0 4 . 5 3 0 , 9 3  {

S t o r e s  consumpt ion 2,  51 2 . 5 1 1 . 8 9 + 0 . 6 2  1

In s u r a n ee 0 , 2 5 0 . 2 5 0 .  17 0 . 0 8  }

Deprec i  a t i o n 24.  14 2 4 .  14 3 0 . 3 9 - 6 , 2 5  \ 
1

Fa c to ry  ov e r he ad 14. 30 14.  30 2 0 . 7 5 - 6 , 4 5  I

A d m i n i s t r a t i v e  o ve r h e a d 10 . 00 1 0 , 0 0 10.  13 - 0 , 1 3  1

S e l l i n g  & Di s t . 4 . 0 0 4 , 0 0 0 . 4 0 + 3 . 6 0  J

I n t e r e s t  and f i n a n c i a l  
c h a r g e s

5,  33 5 .  33 5 . 9 4 -
A

0 . 6 1  }

To ta l  F ix ed  C o s t ! 9 5 ,  17 9 5,  17 1 1 4 , 4 6 -
i

1 9 , 2 9  j

i
\

To ta l  Co s t i 3 3 8 . 4 4
^33933

399.  38
a s =; 3 aa

4 2 5 .  38
3^333 3 m

- 2 6 . 0 0  \ 

3 3 3 3 33 \

— i
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Sta t em en t  showing  f e r t i l i z e r  t a r g e t  and a c t u a l  p r o d u c t i o n  w i t h  c a p a c i t y  u t i l i z a t i o n  i n  
B a n g l a d e s h  f o r  th e  l a s t  ten y e a r s  ( 1976 -77  to 1985 -86 )  f e r t i l i z e r - w i s e .

A p p e n d i x  -  4 , 0 4

Y e a r Urea T
P rodu c- 
t i  on 
t a r g e t

MT___

A c t o a l

MT

T  % o f  
'  T a r g e t  
a c h i ev  ed 

______

1 % o f  
■Capaci ty 
;uti l i  zed 

____

T S P

P r oduc -  
t i  on 
t a r g e t

MT

A c tu a 1 
P r o d u c -  
t i  on

MT

% o f
I T a r g e t  
a chi  ev ed 

______ %_____

5̂ o f  
Capa ci ty 
u t i l i  zed  

______ ^_____

1976-77

1977-78

1978-79

1979-80

1980-81

1981-82

1982-83

1983-84  

198 4-8  5 

1985-86

2 , 8 0 , 0 0 0

2 . 2 3 . 0 0 0

2 . 8 7 . 0 0 0

3 .4 0 . 0 0 0

3 . 3 0 .0 0 0

3 .3 5 .0 0 0

3 .3 5 . 0 0 0

7 . 3 0 . 0 0 0  

7 ,  10,000

8.20.000

2 ,8 5 , 5 2 1  

2 , 1 2 , 4 6 4  

2 , 9 0 ,7 6 0  

3 ,6 1 , 2 0 6  

3 , 4 4 , 6 8 3  

3 , 4 5 , 4 0 5  

3 ,7 1 , 0 1 0  

7 , 2 4 , 2 4 7  

7 , 4 1 , 5 5 4  

8 , 1 2 , 3 3 3

101,97  

9 5 .28  

101.31  

106.24

104.45  

103. 11 

110.75

9 9 .2 1

104.45  

99 .0 7

64.89  

48. 29 

66.08  

8 2.09  

7 8 .3 4  

78 .5 0  

8 4 .3 2  

7 4 .8 2  

76 ,61  

8 3 .92

50 .000

40 .000

7 0 .0 0 0

80 .0 00

7 5 .0 0 0

85 . 000

7 5 . 0 0 0

9 0 .0 0 0

55 .000  

100,000

38 ,006  

41 ,274  

62,  287 

71 ,  118 

71 , 461  

57,888  

68 ,60  3 

81 ,2 43  

55, 192 

100,7 58

76 .01  

10 3. 19 

88.98 

88 .90  

9 5. 28 

6 8 . 10 

91 .47  

90 .27  

100.35  

100.7 6

25 .00  

27.  15 

40 .98  

46.79

47 .01  

38.08  

45.  13 

53 .45  

36.31  

66.29

u
CP

To t a l I 4 3 , 9 0 , 0 0 0 4 4 , 8 9 , 1 8 3 10 2 . 2 6 7 5 .0 2 7 2 0 , 00 0 647,830 89 .98 42 .62
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A p p e n d i x - 4 , 0 4  c o n t i n u e d

Yea r T Ammonium S u l p h a t e T o t a l

' P r o d u c -  1 
t i  on j 
t a r g e t  j

MT

A c tu a 1 
p r o d u c ­
ts. on

MT

1
o f

J t a r g e t  
|achi  eved

I  ^

I % o f  
jCapaci  ty 
|u t l  l l  zed 1

P r o d u c -  1 
' t i on  1 
1 t a r g e t  j 

MT

I A c t u a l  
■ p r o d u c -  
1 t l  on

MT

% o f  
t a r g e t  

a c h i e v e d  

%

' % o f  
Capa Cl ty 

%

1976-77 8 , 00 0 9 ,2 6 1 115.76 77 .  18 3 , 38 , 00 0 3 , 3 2 , 7 8 8 9 8 . 4 6 55.10

1977-78 9,000 9 , 5 5 3 106. 14 7 9 .6 1 2 ,72 ,000 2 , 6 3 ,  291 96 .80 43.59

1978-79 6,000 5, 325 8 8 . 7 5 44 .38 3 ,63 ,000 3 , 5 8 ,  372 9 8 . 7 3 59 .33

1979-80 9,000 9 , 8 5 2 109.47 82.  10 4 ,2 9 ,0 0 0 4 , 4 2 ,  176 103.07 73 .  21

1980-81 9,000 9 ,8  60 109. 56 82 . 17 4,  14,000 4 , 2 6 , 0 0 4 102.90 70.  53

1981-8 2 9 ,000 11,566 128.51 96 .3 8 4 ,2 9 ,0 0 0 4,  14,859 96 ,7 0 68.69

198 2-8 3 9,000 12 ,282 136.47 102.35 4,  19,000 4 , 5 1 , 8 9 5 107.85 7 4 . 8 2

198 3-8 4 11,000 11,027 100. 25 9 1 .8 9 8 , 3 1 ,0 0 0 8 , 1 6 , 5 1 7 98.  26 72 .1 3

1984-85 9,500 9 ,6 3 4 101.41 80.  28 7 ,7 4 ,5 0 0 8 , 0 6 , 3 8 0 104 .12 71 ,2 3

1985-86 8,000 10,004 125.05 8 3. 37 9 ,2 8 , 0 0 0 9 , 2 3 , 0 9 5 99 .4 7 81.  55

Tota l  1 87 ,500 9 8 ,3 64 112.42 8 1 .9 7 51 ,9 7 , 50 0 5 2 ,3 5 , 3 7 7 100,73 68 .67

u
O’
00

R e f e r e n c e i  P r e p a r e d  by the  r e s e a r c h e r  from A n n u a l  Repo r t s  and A u d i t  R e p o r t s .
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Sta t ement  showing  t a r g e t  and a c t u a l  p r o d u c t i o n  w i t h  
c a p a c i t y  u t i l i z a t i o n  o f  u r e a  f e r t i l i z e r

( Facto  r y - w i  s e )

A p p e n d i  X -  4 . 0 5

Y e a r
NGFF UFFL

Pro  du e -  t A c t u a l I 5̂ of % of P r o d u c -  1 A c t u a l }  % o f { % of
t i  on J p r o d u c - j T a r g e t Capac ity t i on 1 produc- i T a r g e t {  Capac i  ty
t a r g e t  J t i  on Jachi  ev e( u t l  11 ted t ar get  J t i on a c h i e v  ed u t i l i z e d  1

WT 1 MT f  ^
% MT MT % % I

197 6-77 60,000 77 ,4 46 129.08 7 7 . 4 5 2 ,2 0 , 000 2 , 0 8 , 0 7 5 94 . 58 6 1 .2 0  1

1977-78 70 ,000 61,427 8 7 , 7 5 61 , 43 1 ,53 ,000 1 ,5 1 ,0 37 9 8 .7 2 4 4 .4 2  J

1978-79 52,000 54,637 105.07 54 .64 2 ,3 5 ,0 00 2 , 3 6 , 1 2 3 100.48 69 .45  j

1979-80 90 ,000 1 ,0 4 ,5 94 116.22 104.59 2 ,5 0 ,0 00 2 , 5 6 , 6 1 2 102.64 7 5 . 4 7  j

1980-81 90 ,000 99 ,201 110.22 99 .2 0 2 ,4 0 , 000 2 , 4 5 , 4 8 2 10 2.28 7 2 .20  }

1981-82 85 ,000 92 ,5 42 108.87 9 2 . 5 4 2 , 50 , 0 00 2 , 5 2 , 8 6 3 101.  15 74 .37  J

198 2-8 3 85 ,000 87 ,1 66 102.  55 87 .  17 2 ,50 ,0 00 2 , 8 3 , 8 4 4 113 .54 8 3.48 j

1983-84 85 ,000 88 ,0 44 10 3. 58 8 8 . 0 4 2 , 65 ,0 00 2 , 5 7 ,  164 9 7 . 0 4 7 5 . 6 4  }

198 4-8  5 85 ,000 9 5 ,28  2 112. 10 9 5.28 2 ,25 ,000 2 , 3 1 , 7 4 4 103.00 68 .16  I

198 5-86 80 ,000 80 ,314 100. 39 80 . 31 3 ,00 ,000 3 ,0 6 ,  690 102. 23 9 0 . 2 0  j 

j
Tota l  1 7 , 8 2 , 0 0 0 8 , 4 0 , 6 5 3 107.50 84 .07 23 ,88 ,000 2 4 , 2 9 , 6 3 4 101 .74 7 1 .4 6  j

CJ
\D

Contd,
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A p p e n d i x - 4 , 0 5  c o n t i n u e d

TY e a r ZFCL

P rodu c -
t i on
t a r g e t

V.T

I A c t u a l  
t p r o d u c -  
I t i on

51̂ o f  { ^  o f  
T a r g e t  jC a p a c i  ty 

a chi  ev ediu t i  i i  zed

I

TOTAL

X J L

P rodu c- 
t l  on 
t a r g e t

MT

! A c t u a l  
f p r o d u c -  
j t i  on

MT

I ^ o f  I 5̂  o f  
Y T a r g e t  t C a p a c i t y  
j a ch i  e ved  j u t i  11 zed

X J_____

i
I
{

1976-77

1977-78  

1976-79

1979-80

1980-8 1

1981-82  

198 2-8 3

1983-84

1984-85

1985-8b

Commiss ioned on 198 3-8 4

3 .80 .000  

4 ,0 0 ,0 00

4 .4 0 .0 00

3 ,79 ,039  

4 , 1 4 ,5 2 8  

4 ,2 5 ,3 29

9 9 . 7 5

103 .63

96 .6 7

7 1 ,7 9

7 8 . 5 1

8 0 , 5 5

2 ,8 0 ,0 0 0

2 .2 3 .0 0 0

2 .8 7 .0 00

3 .4 0 .0 00  

3, 30,000

3 .3 5 .0 00

3 .35 .000  

7 , 30 , 0 0 0 

7 ,  10,000

8 .2 0 .0 0 0

2 ,85 ,521  

2 ,1 2 ,4 64  

2 ,9 0 , 760  

3 ,6 1 , 206  

3 ,4 4 ,6 83  

3 ,4 5 ,4 05  

3 ,71 ,010  

7 , 2 4 ,2 4 7  

7 ,4 1 , 5 5 4  

8 ,1 2 , 3 3 3

101.97  

9 5,28  

101,  31 

106. 24

104.45  

10 3. 11 

110,75

9 9 .2 1

104.45  

99 .0 7

64 .89  

48 .2 9  

66 ,0 8  

8 2 .0 9  

7 8 .  34 

7 8 .  50 

84 ,  32 

7 4 . 8 2  

7 6 . 6 1  

8 3 . 9 2

T o t a l * 12 ,20 ,000 12 ,18 ,896 99 .9  1 7 6 . 9 5 43 ,90 ,000 44 ,89 ,  183 10 2. 26 7 5 . 0 2

R e f e r e n c e *  P r e p a r e d  by the  r e s e a r c h e r  froni Annua l  Re po r t s  and A u d i t  Repo r t s .
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N a t u r a l  Gas F e r t i i x z e r  F a c t o ry  L imxted  
Fe nc hu go n j ,  S y l h e t

3 61

A p p e n d i x  -  4 « 0 6

Sta t ement  show ing  p r o d u c t i o n  c o s t  ( U r e a  P l a n t )  f ,  , ^ \
i l n  l a  c tak a )

198 3-  I  198 4 -  I 198 5 -  l Y e a r l y  J
84 I 65 ][ 86 ^ A ve r ag eP a r t i c u l a r s

( 198 1- \ 198 2-
i 82 ____8_3_

A. FIXED COSTi

S a l a r i e s  and wages

S t o r e s *  s p a r e s  and 
a c c e s s o r i  es

in  suran ce

Dep r ec i  a t i o n

Fac to ry  o v e rh ea d

Admn, o v e r h e a d

i n t e r e s t  and f i n a n ­
c i a l  c h a r g e s

276.89  

52.  15

4 .90  

387.  39 

4.  20 

77 .77

6 2 . 1 1

276.68

45 .20

3.38  

348.  13 

8 .3 0  

69 ,8  5

289 .42

408 , 02

163.42

2 .75  

28 3 .58  

10.37  

84.  63

282 .65

To ta l  F i x e d  C o s t i  865 ,41

B. VARIABLE COSTi

Raw m a t e r i a l s  470 .83

Chemi c a l  s 130 . 37

P a c k i n g  m a t e r i a l s  507.43

Powe r ,  F u e l s ,  O i l  „
and l u b r i c a n t

S t o r e s ,  s p a r e s  and 7 8 . 2 3
ac ce s s o  r i  es

C o n t r a c t  l a b o u r  -

Fac to ry  o v e r he ad  25.99

S e l l i n g  and D i s t r i -  b , 4 6
bu ti  on Overhead

Head O f f i c e  Overhead  51,90

1040.96 1235 .42

570.89

8 3 . 5 3  

408 . 33

67 .5 3

21 . 84

9 . 9 5

4 3 ,2 2

58 5.80  

102.80  

197.29  

57, 15

37,  17

67 .2 5

5 .25

33 .22

To ta l  V a r i a b l e  Cost* 1270,21 120 5.29 1085.93

C, TOTAL PRODUCTION 
COST (A+B ) __________

2135 .62 2246 ,25 2321.  35

411 ,48

55 .06

3.48

364.88  

45,  12 

9 8 . 0 5

369.89

1347 .96

7 5 5 . 4 3  

10 4. 49 

48 1,78

64.  35

56 .08

20.07  

7 1 .96

6.70

51 ,96

1612 .82

29 60 .78

657.09

65 .05

3. 11 

585,  14 

20.0  5 

9 8 , 8 1

552 .08

4 0 6 . 0 3

76 .  18

3 .53  

39 3 ,8  2 

17.61  

8 5 , 8 2

311 .23

1981 .33 1294 .22

7 38, 10 

1 15.96  

307 ,62  

101 ,45

7 5 . 8 5

12. 19 

104.48

9 . 2 3

51 .42

1516.  30

3497 ,63

624.21  

107 .43  

380.49  

44.  59

62 .97

6 .4 5  

58.  31

7 . 3 2

46.  34

1338.11

2632 .33

S ou r ce s i  1, N a t u r a l  Gas  F e r t i l i z e r  F a c t o ry  L i m i t e d ,  " A u d i t  R e p o r t s i  
198 1 -82 ,  1982 -83 ,  1983 -P4 ,  1984 -85 ,  1 9 8 5 - 8 6 " ,  S y l h e t .

2. N a t u r a l  Gas F e r t i l i z e r  l a c t o r y  L i m i t e d ,  "Annua l  Reportg^i
1983-84 ,  1984 -85 ,  1 9 8 5 - 8 6 " ,  S y l h e t .

3. B a n g l a d e s h  Chemica l  i n , ’ t r i e s  C o r p o r a t i o n ,  "An nu a l  ReoPrt-Si
198 1 -82 ,  1982 -83 ,  1983 i- , 1984 -85 ,  1 9 8 5 - 8 6 " ,  Dhaka,

4. B a n g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  "Ten Y e a r s  o f  BCiC",  
Dhak a .
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3 6 2

a.  -  4«P7.

N a t u r a l  Gas  F e r t i l i z e r  F a c t o r y  L i m i t e d  
Fe nc hu go n j ,  S y l h e t

S t a t em en t  showing p r o d u c t i o n  c o s t  
(Ammonium S u l p h a t e  P l a n t )

(Amount  i n  Lac Taka )
4 1981-  \ 1982-  i 1983-  \ 1984-  I 198 5-  
t 82 I 83 I 84 8 5____________8 6P a r t i  c u l a r s

Y e a r l y  I  
A v e r a g e  i

A. FIXED COSTi

S a l a r i e s  and wages

S t o r e s ,  s p a r e s  and 
a c c e s s o r i e s

in  suran ce

Deprec i  a t i o n

Facto ry  ove r head

Admmi  s t r a t i v e  
ov e rhead
i n t e r e s t  and f i n a n ­
c i a l  c h a r g e s

To ta l  F i xed  Co s t i

B. v a r i a b l e  COST i

Raw ma te r i  a 1 s

Chemi c a l  s

Pa c k i n g  m a t e r i a l s

Power  and f ue l >  o i l  
1 u b r i  can t
S t o r e s ,  s p a r e s  and 
a c c e s s o r i  es

Con ta c t  l a b o u r

Facto ry  ove r head

S e l l i n g  and d i s t r i ­
bu t i on  o ve r he ad

17. 14 

13.80

.04

14.92

8.22

10.03

6 .64

16,84

6 , 23

.04  

14. 16

8.  30 

9 .89

4 ,2 2

23.51

5.06

. 24 

10.56  

12. 21 

8 .9  1

4. 19

27.60  

5. 15

.11
18.41

16. 57

10.83  

4.  48

40.  26 

6 . 4 2

. 17 

30.39  

20 .75

10. 13 

5 .94

25.07

7 . 3 3

. 12 
17.69  

13.21  

9 . 9 6

5.09

70.79 59.68 64 ,68 83.  15 114,0 78 .4 7

179.60

1.40

26 .22

2.25

20.69

.95  

4 .44  

4. 14Head O f f i c e  Overhead  

Tota l  V a r i a b l e  C o s t i  239.69

214.26

1 . 21
32.75

2 ,23  

9.  39

.96  

. 13 

4.58

265.51

c, t o t a l  p r o d u c t i o n  
COST ( a + B ) 310.48 325.19

187.08  

1. 13 

17.48

2,76

7 .58

. 8 3  

.08  

4. 15

175.76  

1.00  

25. 12

6 . 2 2

6 .3 6

.82  

1 . 11  

1,06  

4 .8  1

267.49

1 .24

23 .52

4 ,07

9 . 6 5

. 65

.40  

4.  30

221.09 222 .26 311.32

285.77 305,41 425 .38

20 4 , 84 \ 

1 .20  i 

25 .02

3.51

10.7 3 \

. 30  \ 

.77 j
1 . 2 2  1 

4 .39  *

251.98

330.45
1

So u r ce s i  1. N a t u r a l  Gas  F e r t i l i z e r  F a c to ry  L i m i t e d ,  “A u d i t  Re p o r t s *  
1981-82»  1982-83,  1983 -84 ,  1984 -85 ,  1985-86**,  S y l h e t ,

2. N a t u r a l  Gas  F e r t i l i z e r  F a c t o ry  L i m i t e d ,  "Annua l  R e p o r t s i
1983-84,  1984-85,  1 9 85 - 8 6 “ , S y l h e t .

3. B an g l a d e s h  Chemica l  i n d u s t r i e s  C o r p o r a t i o n ,  "Ann ua l  R e p o r t s "
1981-82,  1982-83,  1983-8*'. 1988-85 ,  1985-86 ' ' ,  Uhaka.

4. B ang l ad e sh  Chemica l  i n d u s t r i e s  C o r p o r a t i o n ,  " Ten Y e a r s  o f  - 
B C I C * . Dhaka.
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3 63

Urea  F e r t i l i z e r  Fa c t o ry  L i m i t e d  
G h o r a s a l »  N a r s m g d i

S t a t ement  showing  p r o d u c t i o n  c o s t

A d d  e n d i  X -  4 . 0 8

7 P a r t i c u l a r s \ 198 1-
\ 82

1982-  \ 1983-  ] 
83 J 84

1 1984-  
85

1 1985-  ! 
( 86

l y e a r i y  1 
A v e r a g e  I

}a . f i x e d  g u s t

i S a l a r i e s  and wages 210 .7b 22 0 , 6b 344.89 345.72 59 1, l b 342 .64

i S t o r e s t  s p a r e s  and 
i a c c e s s o r i e s

145. 19 105,68 101.95 85 ,80 105.94 108.91  '

* I n s u r a n c e - - 9 . 58 5.47 11,46 5 ,30
i D e p r e c i a t i o n 786.  19 422.61 427.00 76 6 . 3 1 1^0 5 .8  3 781 . 59

j( F ac to ry  o v e r he ad 75.  10 272.73 319.61 4 2 3 . 0 5 - 218 .10  1

1 A d m i n i s t r a t i v e  C h e a d 68.00 55. 23 70 .79 83 ,6 8 202.  16 9 5 , 9 7  {

{ S e l l i n g  and d l s t r l b u  
t t l on  ove r he ad 2 .45 2 .61 2. 36 3 .94 - 2 ,27  {

i I n t e r e s t  on f i n a n c i a l  93 .89  
r c h a r g e s

59 ,8  5 111.88 112.36 160 . 35 107,67  [

t T o t a l  F i x ed  Co s t i 138 1. 58 1139 . 37 1388.06 1826.  33 2576.89 1662 .45  {

^B. Va r i a b l e  c o s T i

* Raw m a t e r i a l s U  50 . 3 5 1,333.84 2,312. 50 1,324.99 1^13 .53 1^547.14 \

1 Chem ica l s - - - 344.75 296,95 1 2 8 , 3 4 J

'I P ac k i n g  m a t e r i a l  s 1,163. 27 1P84.09 - 1,263, 23 U 8 7 . 7 3 9 39. 66 j

( Power  and f u e l ,  o i l  
j and l u b r i c a n t 478.40 326.76 333 .52 209.  55 537 . 00 377.0  5 i

( S t o r e s ,  s p a r e s  and 
{ a c c e s s o r i e s 27 2, 15 275 ,83 154.89 146.62 244 .24 218,75^

) C o n t r a c t  l a b o u r 32. 30 32 .65 31 ,74 32,09 31 ,99 3 2 , 15l

* Fac to ry  ove rhead 7 .  28 22.27 48.  35 38. 19 25 ,7 3 28. 36 }

J S e l l i n g  and d i s t r i -  
1 bu t i on  o ve r he ad 4.  30 174. 59 152.40 178.78 123,86 1 2 6 . 7 9 }

J Head O f f i c e  o v e r h e a d 8 5. 10 149,44 103. 22 111,41 112.89 1 1 2 , 4 H

j To t a l  V a r i a b l e
1 Cos t i

3193.65 3399.49 3136 ,62 3649 .61 4173 ,92 3 5 1 0 . 65|

j c .  TOTrtL PfiODUCnON 
1 COST (A+B ) 4,575. 23 4^38 .84 4»524.68 5^75 .94 67 50. a 1 5̂ 17 3 .10  1

S ou r ce s i  1. Urea  F e r t i l i z e r  Fac to ry  L i m i t e d ,  "A.udi t f t epor ts t
1 9 8 1 - 3 2 .  1 9 B 2 - 3 3 .  ,1 9 8  3 - 8 4^ . 1 9 B5 - . Gho rasha 1 ,
Nars ingdi  .

2, Ur ea  F e r t i l i z e r  Fac t o ry  L i m i t e d ,  Annua l  Re r o r t  and A c c o u n t s ! 
1985 -86 . G h o r a s h a l ,  N a r s i n g d i .

3, B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o  Annua l  R e p o r t ^ i
198 1-82.  1982 -83 .  1983 -84 .  1984-35 .  1985-  j., Dhak a.

4, B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  E g l C . 
Dhak a ■
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364

Add end!  X -  4, 09

T r i  p 1 e Superoho soha t e  Complex  L i m i t e d
N o r t h  P o t e n g a ,  C h i t t a g o n g

S ta t ement  showing  p r o d u c t i o n  c o s t
(T aka  i n  Lac )

j P a r t i c u l a r s
\ 198 1- I 1982-  1 1983-  1 1984-
\ 8 2  \ 83 t 8 4  \ 85

190 5-  1 
86

( Y e a r l y  { 
A v e r a g e  I

{ a . f i x e d  COST! J
)[ S a l a r i e s  and wages 153,28 163.49 264 .90 247.18 434,97 252 .76  i

1 S t o r e s ,  s p a r e s  and  
\ a c c e s s o r i e s

■9 24.00 39. 37 - - 12.67 {

I I n s u r a n c e 5.61 9 . 1 1 10. 44 11.75 12 .22 9 . 8 3  1

1 D e p r e c i a t i o n - 183.85 238.  30 283 .85 389.99 219 .18  J

J Facto ry  o v e r h e a d 32. 18 59,  23 41 . 61 20.99 136.22 58 .0  5 i

J A d m i n i s t r a t i v e  overhead  108,14 64.  10 86.  21 102.84 1 30. 1 3 9 8 .2 8  j

t S e l l i n g  and d i s t r i b u  
J t i  on o ve r he ad . 3 3 . 11 . 0 5 .11 - . 1 2  i 

1
i I n t e r e s t  and f i n a n c i a l  
T c h a r g e s 229.93 99 .60 301.  33 286.08 215.00  }

1 To t a l  F i x e d  C o s t j 457.60 7 3 3 . 8 2 780 .48 9 6 8 . 0 5 1,389. 51 865 .89  !

{ b . Va r i a b l e  c o s t i

1 Raw mate r i  a l  s !^607.9 6 2,977,20 3/160.70 ^ 6 9 . 7 8 5 P 8 6 , 15 3,280. 36 1

1 Ch emica l s 20. 36 21.58 15.44 12.03 23 .42 18.57 J

j P a c k i n g  m a t e r i a l s 164.23 194.21 220.  62 158.97 290.49 205 .70  j

\ Power ,  f u e l »  and o i l  
J l u b r i c a n t 131.85 181. 10 39 3.61 23 1 . 53 38 3. 26 264.  27 i 

(
1 S t o r e s ,  s p a r e s  and 
} a c c e s s o r i e s

220.03 153,48 126.73 106 . 12 137 .42 148 .76  j

i C o n t r a c t  l a b o u r - - 13,39 14.01 - 5 .48  j

1 Facto ry  ov e r he ad 23. 55 36.77 24 .45 19.8 3 105.75 42 .07  i

r S e l l i n g  and d i s t r i b u  
/ t i on  ove r he ad 2,38 2,08 4 .30 2 .25 4 ,21 3 .0 4  j

I Head 0 f f i  c e rov  e rhead 14. 54 8 . 8 2 - 19, 18 32.77 15 .06  }

\ To t a l  V a r i a b l e  C o s t i 3484,90 3^75.  24 4^59.  24 ^ 3 3 . 7 0 6p63.  47 3083 .31  }

i C. t o t a l  PRODUCTION 
1 COST

3^)42.50 4^09 .06 50 39 .72 330 1.7 5 7 ^5 2 .9 8 4,8 4 9 .2 0  }

Sou r ce s i  1. T r i p l e  S u p e r ph os ph a t e  Complex  L i m i t e d ,  "A u d i t  R e p o r t s i
1981-82.  1982 -83 .  1983-84 .  1984 -85 .  1985-86** . C h i t t a g o n g ,

2. T r i p l e  Su pe r ph os ph a t e  Complex  L i m i t e d ,  " Ann ua l  R e p o r t s *
1983-84 ,  1984 -85 .  1985-66** . C h i t t a g o n g ,

3. B an g l a d e s h  Chemica l  i n d u s t r i e s  C o r p o r a t i o n ,  "An nua l  R e p o r t s i
198 1-82.  1982-33.  1983-84 .  1984 -85 .  1 9 8 5 - 3 6 . Dhaka.

a.  B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  B C I C . 
Dhak a .
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Z1 a F e r t i l i z e r  Company L i m i t e d  
A s h u g o n j ,  Brahman b a r l  a

S t at ement  showing  p r o d u c t i o n  c o s t

3 6 5

HDD e n d l  X -  4 . 1 0

( Amount  i n  Lac Taka )

1983-84 1984-85  1985 -86  } N e a r l y
i A v e r a g e

P a r t i  c u l a r s

A. Fi x e d  c o s t i

S a l a r i e s  and Wgges

S t o r e s *  s p a c e s  & a c c e s s o r i e ;

In su ran ce

Deprec i  a t i o n

Fac t o ry  o v e r h e a d

A d m i n i s t r a t i v e  o ve r h e a d

I n t t e r e s t  and f i n a n c i a l  
cha r g e s

To ta l  F i x ed  Cost *

B. v a r i a b l e  C0ST>

Raw ma t e r i  a l  s

Cheml c a l  s

P a c k i n g  m ate r l  a l  s

Powe r  & f u e l ,  o i l  & l u b r .

S t o r e s ,  s p a r e s  and  
a c c e s s o r i  es

C o n t r a c t  l a b o u r

S e l l i n g  8. d i s t r i b u t i o n  
ov e r he ad

Head O f f i c e  o v e r he ad  

To ta l  V a r i a b l e  C o s t i

269.87

10 3, 36 

123.95

4,  385.  52 

468 .76

112.49

5, 331 .66

309.32  

73.  41 

129.80  

6 ,2 2 6 .  18

794 . 11  

114.38

2, 194.77

470 .94

120.26

187.90

6 , 7 9 2 . 0 5  

438 .12

217.50

4 ,0  67 . 48

1 0 ,7 95 . 61 9 , 8 4 1 . 9 7 12, 294 .25

1 ,667.  23

143.05

1, 102 .42

26.8  3

155.04

38. 33 

12 .86

44.  55

1, 8 50 . 11 

172.03

1 ,4 8 8 . 9 2  

19.99  

110. 12

37.37

13.58

149.89

2 , 6 5 4 . 4 6

4 1 6 . 73

1, 324.  10

11. 16

292.09

66 .0 5

17.90

239.9  2

3 5 0 . 0 4 j

9 9 . 0 l i

147 .22 I 
\

5 ,8 0 1 . 2 5 1  
i  
\

1 4 8 . 12|

567.00

3 , 8 6 4 . 6 4

10 ,9 77 .2 8 T

2 ,0 5 7 . 2 7  j 

2 4 3 . 9 4 i
\

3 ,1 9 0 . 3 1 3 ,8 4 2 . 0 1 5 , 0 2 2 . 4 1

1, 305.  15j

19 . 3 2 !
\

185 .7 5 i

' 4 7 . 2 5 }

14.78

144.78

\

4 ,0 1 8 .  24

C. TOTAL PRODUCTION COST 
_____ _________________________________

1 3 ,9 85 .9 2 13 ,683.98 17 ,316 .66 14 ,995 .  52

S ou rce s i  1* Zi a F e r t i l i z e r  Company L i m i t e d ,  A u d i t  R e p o r t s i  1983 -84 .
1984-85.  1985 -8 6 . A s h u g o n j ,  Brahman ba r i  a.

2. Zi a F e r t i l i z e r  Company L i m i t e d ,  “Annua l  t ^ epo r t s i
1983 -84 ,  1984 -85 ,  1 9 85 -8 6 ” , A s h u g o n j ,  Brahman ba r i  a .

3. B an g l a d e s h  Chemica l  I n d u s t r i e s  C o r p o r a t i o n ,  Annua l  R e p o r t s t
1983^84.  1984 -85 .  1 9 8 5 - 8 6 *' Dhaka.

4. B an g l ad e s h  Chemica l  i n d u s t r i e s  C o r p o r a t i o n ,  Ten Y e a r s  o f  B C lC . 
Dhak a •
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A p p e n d i x  -  6 . 0 1

N a t u r a l  Gas F e r t i l i z e r  F a c t o r y  L i m i t ed  
Fe nchugon j ,  s y l h e t

Statement  o f  Down - t ime
( Fi g u r e s  i n  Day s)

Ca use s  o f  
Do v»n -  t l  m e

1 9 7 6 - j 1977- ! i 9 7 8 - ^  1 9 7 9 - }  1 9 8 0 -1 -  I
77 I 78 j 79

1. Powe r  t r o u b l e

2, M e c h a n i c a l  
, t r o u b l e

3. S h o r t a g e  o f  
s p a r e  p a r t s

4, S h o r t a g e  o f  raw 
m a t e r i a l s

5, S h o r t a g e  o f  s k i l l e d  
manpower

6, N o n - l i f t i n g  o f  
f i n i  shed goods

7 ,  S c h e d u l e  shut  down

13

84

29

12

18

113

30

8

144

14

20

80

8

34

81

19

41

19 81-  
82

21

36

14

28

19 8 2-  
83

37

30

15

18

\ T1 9 8 3 - j 1 9 8 4 - J 1 9 8 5 - f A v e -
84

36

26

58

Y I? o J-  ye
85 86 i r a g e

13

29

14

20

33

47

16

58

19

O '
O '

138 161 19 2 49 65 99 100 120 56 100 108
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A p p e n d i x  -  6 . 0 2

Urea F e r t i l i z e r  F a c t o ry  L im i t ed  
G h o r a s a l ,  N a r s i n g d i

S t a t em e nt  o f  Down- t ime

t Causes  o f  
1 Down-Time

1976-
77

1977-
78

■1978-
79

1979-
80

1980-•  
81 .

[ l 9 8 1 - j
82

1982-
83

198 3-1
84

\ r i  qi,

! l 984 -
85

i r e s  i n

1985-  }  
86

u ay s ;

A v e -  1 
r a g e

{  1. Power  t r o u b l e 5 39 20 24 - 5 9 6 6 10 13

J 2. Mechani ca l  t r o u b l e 59 104 42 64 41 71 32 60 24 53 55 {

\ 3. Sho r tage  o f  s p a r e  
p a r t s

- - - - - - - -

\
\

I

I
Sho r tage  o f  r aw -  
m a t e r i a l  s 2 - 25 2 3 - - - 6 rt.

\

4 f

I Sho r t age  o f s k i l l e d  
manpower - - - - 2 - - - - -

A

i

t

\ 6. N o n - l i f t i n g  o f  
f i  ni shed goods

- - - - - - - - - -

J

I

\ Schedu le  Shutdown 77 60 24 - 67 40 36 28 - 19
\

35 \ 
\ 
\

j Tota l  Days i 143 20 3 111 90 113 116 77 94 36 84 107 i

u
O'-j

Dhaka University Institutional Repository



368

Zl a F e r t i l i z e r  Company L i m i t e d  
A s h u g o n j ,  B r a hm an ba r l a

S t a t ement  o f  Down-Time

A p p e n d l  X -  6,0  3

( Fi qu r  es i n  Day s)

Cause s  o f  
Down- t ime

A v e r a g e

1, Power  t r o u b l e

2. M e ch a n i c a l  t r o u b l e

3. S h o r t a g e  o f  s p a r e  
p a r t s

4. S h o r t a g e  o f  r aw -  
m at e r i  a l  s

5. l i l i u r l j g e  u f
III onpII war

Non -  l i  f t l  n (j o f  
f i n i  shed goods

7.  Schedu l e  shutdown

17

35

41

35

41

35

33

35

To ta l  Days* 55 77 80 7 1
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T r i p l e  S u p e r p h o s p h a t e  Complex L i m i t e d  
N o r t h  P c t e n g a ,  C h i t t a g o n g

A p p e n d i x  -  6 . 0 4

Sta t ement  o f  Down- t ime

Cau s e s  o f  
Do wn- t i  m e

} i 9 7 6 - ! i 9 7 7 - }  1978-  
j 77 78 I 79

1, P ow e r  t r o u b l e

2.  M e c h a n i c a l  
t r o u b l e

3. S h o r t a g e  o f  
s p a r e  p a r t s

4.  S h o r t a g e  o f  
rav, ma t e r i  a l  s

5. S h o r t a g e  o f  
s k i l l e d  manpower

N o n - I l f  t i n g  o f  
f i n i  shed g o o d s

S c h e d u l e  Shu t ­
down

24

88

108

T o t a l  Days  : 220

20

179

35

234

12

113

79

10

214

1979-
80

58

75

15

47

199

1980-
81

11

54

71

48

184

( Fi q u r e s  m  Davs )

1981-  198 2 - j 1983-  1984- 1985-  | A v e -
82

108

74

51

239

83

71

22

129

227

84

129

38

23

197

85

84

1 62

250

86

17

58

50

46

171

r a g e

1 1

94

52

16

41

214

u
O'
\D
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qU£s t i o n n a i  re

Depa r tment  o f  A c c o u n t i n g  
U n i v e r s i t y  o f  Dhaka

370

Ap p  e n d i  X -  7 , 0  1

Ph .D .  Progrdmme t E f f i c a c y  o f  C o s t  C o n t r o l  and Co s t  Reduc t i on
M e a s u r e s  in  the  F e r t i l i z e r  I n d u s t r y  o f  B a n g l a d e s h ,

( The  an sw e r s  w i l l  be k e p t  s t r i c t l y  c o n f i d e n t i a l  and Used  f o r  p u r e l y  
academic  p u r p o s e s ) .

A, p e r s o n a l

1, Name t ,

2. a)  D e s i g n a -  * ,
t i  on

b)  F a c t o r y /  « . 
Head O f f i c e

3. E x p e r i e n c e s  i n  the  B a n g l a d e s h  Chemica l  i n d u s t r i e s  C o r p o r a t i o n !

a)  F e r t i l i z e r  Fac t o ry  t ....................................................................  y e a r s

b )  O th e r  F a c t o r i e s  t ............................................................... .. y e a r s

c) BCIC Head O f f i c e  t ....................................................................  y e a r s

4.  Academic  Q u a l i f i c a t i o n s  ( P r o f e s s i o n a l  q u a l i f i c a t i o n ,  i f  a n y ) i

5. T r a l n i n q s i

I n s t i t u t i o n s  P e r i o d  o f  S u b j e c t  o f
___________________  Tra i  n i n q  T r a i n i n g
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37 1

B.  C O S T  d a t a

Qu e s t i  on 3
An s we r s

I n o w ” l A S r e e J u n c s i J D i  s -  { s t r o n g l y !  
} " g ' L {  1^^^"  } a g r e e } P i s a g r ^ t
1 A i B i C { D i E

1. C o s t i n g  r e c o r d s  o f  o u r  f e r t i l i z e r

2.

3.

5.

f a c t o r y  i s  s a t i s f a c t o r y . A B C D E
There  i  s no s cope  f o r  any m at e ­
r i a l  b e i n g  u sed  t a s t e f u l l y . A B C D £

There  i s  no s cope  f o r  any mate ­
r i a l  b e i n g  p i l f e r e d . A B C D E

There  i s  s cope  f o r  r e d u c i n g  p u r ­
chase  p r i c e  o f  m a t e r i a l s  th ro ugh  
more e f f e c t i v e  p u r c h a s e  p o l i c y  
and p r o c e d u r e .

A a C D E

There  a r e  s u b s t i t u t e  m a t e r i a l s  
which can be o b t a i n e d  a t  a l o w e r
CO s t . A B c D E

l ^o rker s  m  the  f a c t o r y  a r e  v e ry  
much C a r e f u l  i n  the  u se  o f  ma te ­
r i a l s A B c D E

S u p e r v i s o r s  m  the  f a c t o r y  a r e  
a l e r t  to en s u r e  t h a t  no l o s s  o f  
m a t e r i a l  o c c u r s . A B c D E

Fa c to ry  s u p e r v i s o r s  a r e  v e r y  much 
i n t e r e s t e d  to e n s u r e  p r o p e r  
u t i l i z a t i o n  o f  l a b o u r  f o r  keep ing  
the c o s t  down.

A B c D E

Heads o f  d e p a r t m en t s  a r e  verymuch 
c a r e f u l  m  the  p r o p e r  u t i l i z a t i o n  
o f  o f f i ' c e  manpower  f o r  k e e p i n g  
the  c o s t  to the minimum. A B c D E

S i n c e r e  e f f o r t  i s  made to mimimlse 
o v e r t i m e  work. A B c D E
E n g i n e e r i n g  de pa r tm en t  1 3  ve r y  
much c a r e f u l  i n  k e e p i n g  the  repair  
and m a i n t e n a n c e  ex p e n se s  o f  
o f f i c e  eq u i pm en t s ,  b u i l d i n g s ,  
t r a n s p o r t  v e h i c l e s  and f a c t o r y  
p l a n t s  and mach i ne s  to th e  minimum

A B c D E

Con t d . . .
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A p p e n d i x - 7 , 0  1 c o n t i n u e d

Qu e s t i  on s

12. Tran s p o r t / T r a  f f l  c d e pa r t me n t  a r e  
ve ry  much C a r e f u i  to keep u se  o f  
f u e l  e x p e n s e s  to the  minimum. A B C D

i
i
\

E j

13. Every body s i n c e r e l y  t r i e s  to  
keep the c o s t  o f  e l e c t r i c i t y  to 
the minj.mucn. A B C D

A
I

£ J

14. S t a f f s  i n  the  o f f i c e  a r e  v e ry  
much c a r e f u l  i n  th e  u se  o f  o f f i c e  
s ta t i  on e r y , A B C D

\
\

£ { 
I
i

15, E n t e r p r i s e  head  i s  v e r y  much 
i n t e r e s t e d  i n  k e e p i n g  the o v e r ­
head e xp en se s  to the  minimum. A B c D

\
\
1

E \
\

16, Our i n v e n t o r y  management ,  s tock  
t a k i n g  and r e c o r d i n g  o f  i n c o m i n g  
and o u t g o i n g  s p a r e  p a r t s  and 
t o o l s  a r e  q u i t e  e f f e c t i v e  f o r  
c o s t  c o n t r o l  p u r p o s e s . A B c D

I
I
1
I

£ }

17. O f f i c e  he ads  a r e  i n t e r e s t e d  i n  
k e e p i n g  the  c o s t  o f  d r u g s  to the  
minimum. A B c D

\

\

E \ 

1

18. C o s t s  o f  f e r t i l i z e r  f a c t o r i e s  can 
be r educed  i f  a system o f  c o s t  
a u d i t  i s  i n t r o d u c e d . A B c D

1
\

I
£ \ 

i

19. Budgt  i s  now u se d  f o r  e f f e c t i v e l y  
c o n t r o l l i n g  c o s t s . A B c D

\

E }

20.

1

A c t u a l  e x p e n d i t u r e s  on v a r i o u s  
heads  a r e  t im e l y  compared w i t h  
the bu dg e t ed  e x p e n d i t u r e s  to 
t a k e  r e m e d i a l  a c t i o n .

A B c D

1
I
I

E  {
I

-i
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C. COST r^EDUCnON 

( a p p  endl  x - 7 .  0 1 c o n t l n u e i ^

An s\Mers
Q u e s t i o n s  r

i
C o s t  R ( ; duct io r  

p o s s i  b l  e
1 1 s

{
\
I.

0% 1
\
\

ji 11 1 %̂ iMore
I than

I A B C D i  £

1. Co s t  o f  raw m a t e r i a l s  can be  
r e d u c e d . A B c D B

2. C o s t  o f  c h e m i c a l s  can be r ed uc ed . A B c D E

3. Co s t  o f  p a c k i n g  m a t e r i a l s  can be  
redu c ed. A B c D E

4. S a l a r i e s  and wages  o f  w o r k e r s  can  
be r ed u c ed . A B c D E

5. S a l a r i e s  and wage s  o f  s t a f f s  can 
be r e du c ed . A B c D E

6. S a l a r i e s  and wages  o f  o f f i c e r s  can 
be r ed u c ed . A B c D E

7 . Fa c t o ry  o v e r h e a d  can be  r e d u c e d . A B c D E

8. A d m i n i s t r a t i v e  o v e r h e a d  can be  
r e duc ed . A B c D E

9. S e l l i n g  and d i s t r i b u t i o n  o v e r h e a d  
can be r educed . A B c D E

D. SUGGESTI ON S

1, P l e a s e  recommend f i v e  s t e p s  t h a t  may h e l p  f e r t i l i z e r  f a c t o r i e s  
i n  k e e p i n g  c o s t  to the minimum ( c o n t r o l  and r e d u c t i o n ) .

1 )

1 1 )

1 1 1 )

I V )

V )

Dhaka University Institutional Repository



A p o e n d x x  -  7 . 0 2

N a t u r a l  Gas  F e r t i l i z e r  F a c t o ry  L im i t ed  
F e n c h u g o n j ,  S y l h e t

P a r t i c u l a r s  o f  t he  Responden t s

T r a i -  , tf N o » 0 r f n i n q  IDesl  g n a t i o n
1

o u . l i t ' c a - l E x p e r i e n c e s
t i  on s i F e r t i 4 0 t h e r ( B C i C  

U i  z er  I f  a c -  iHead  
1 Factor/jtorv jOfflce

i Yea  r s j Y e a r s  ^Yea is
I

Renia rk s on 
F o r e i g n  T r a i n i n g

tLc
Mon-iMon 
tha  ijtha.

A.  a c c o u n t s  PERSONNEL!

A d d i t i o n a l  C h i e f  Accoun-  
tan t .

Deputy C h i e f  A c c o u n t a n t  

A s s t t .  C h i e f  A c c o u n t a n t  

Account s  O f f i c e r

C. n o n - a c c o u n t s  PERSONNEL; 

Gene ra l  Manage r

Deputy G e n e r a l  Manage r  

C h i e f  E n g i n e e r

Dy, C h i e f  Engg.  E l e c .

A d d l ,  C h i e f  O p e r a t i o n a l  
Manager

Deputy C h i e f  Chemi st  

Deputy C h i e f  Chemi s t

D. To t a l  Re sponden t s  ( A+B )

B. Coin« y ACA

B,Com.

B,Com,

B.Com .

M a t r i  cu l  a -  
t i  on

4

30

19

15

21

B . S c . E n g g .  12
( Ch em. )

B .A .  3

D i p . i n - E n g g .  27

D i p . m - E n g g .  21 

B. Sc.  28

B. Sc.  

B. Sc.

26

25

9

7

2 13 

6

1 7

3 3

2 - -

1

1

1

2

1

1

1

1

I

1

1
7

13

U)' j

3 months  -  Egypt ,
6 months  -  West  Germany

2 months  -  J a p a n ,  2 - USA

7 mon th S“ Jap an I M a i n t a i -  
r a n e e  system on F e r t i l i ­
z e r  i n d u s t r y .

3 men th s -J ap an j Advance  
t e c h n i q u e s  o f  J a p a n e s e  
F e r t i l i z e r  I n d u s t r y .
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A p p e n d i x  -  7 « 0  3

Urea  F e r t i l i z e r  F a c t o r y  L i m i t e d  
G h o r a s h a l ,  N a r s i n g d i

P a r t i c u l a r s  o f  t h e  Responden t s

i D e s i g n a t i o n
I
i Q u a l i f i -

I iJ E x p e r i e n c e s  j T r a i n i n g K o . 0 f 1 Remaric s on J 
Fo re i gn  T r a i n i n g  J

i c a t i o n  
i 
\

i F e r t i - l C the r  
U i  z e r l f a c t -  
iFactorvlorv

IBCIC U  \ 
Head ‘Fo r e -  

i gn

P erson  
nn el  |

\
I IY ea r s  tYea IF Y e a r s  i'^on ths Mon thf i

A.  ACCOUKTS PEKSONNEL

C h i e f  A c c o u n t a n t B. Com. ,ACA 7 - - m m - 1

Dy. C h i e f  Ac coun­ M. Com. , FCMA 5 3 5 3 - 1
tan t B, Com, f C , A  m 2 6 4 1 _ 1
- F i n a l  G r - I l

B, Com. 1 10 10 4 - 1

A ssx stan t  Chi e f M. Com. , ACMA 2 - 6 9 - 1
Accoun tan t B.Com. 20 - - 1 - 1

A cc o u n t s  O f f i c e r B,Com. 17 - - 1 - 1

3 7 3 3 - 1

Ma t r i  cu l  a ti  on 20 - - 1 - 2

10
NON-ACCCUNTS PERSONNEL

C h i e f  O p e r a t i o n M. Sc. 27 _ — - IB 1
Manage r ( App1 1 ed Chem)

C h i e f  Commercia l B. Sc,  ,MBA 2 18 - - 6 1
Manage r

C h i e f  (MPIC ) B. Sc.  ,AMIE, 17 7 3 - 18 1
DP Vi

C, T o t a l  Re spondent s  ( a +B) 13

Li

2-raon th s -J  ap an , F e r t i l i -  
i n d u s t r y .  6 m o n t h s i l n d i a

6 months*  The N e t h e r l a n d  
Advanced  M a r k e t i n g  f/.anaQ 
ment and P h y s i c a l  d i s t n  
bu t i o n .

6 months !  J a pa n ,  12 mns.  
USA; I n t e r n a t i o n a l  F e r t i  
l i  z e r  De ve l opme nt  C e n t r e

Dhaka University Institutional Repository



T r i p l e  S u p e r p h o s p h a t e  Compiex L i m i t e d  
N o r t h  P o t e n g a ,  C h i t t a g o n g

Part i ,  c u i a r s  o f  the  Responden t s

A p p e n d i x  -  7 . 0 4

Des i  gna t i  on
i  "

i Qua l l  f i  c a - 1 E x p e r i e n c e s  | T r a i n i n g s No.  o f Remark s on 
Fo r e i g n  
Tra i  n in Q1 t i o n s  

\
\
\ I t o r y  1

Ib CIC joomes-  
Head | t i c  
Cf  fice|

Fore i  ■ 
gn

P e r s o -  
nn el

.1 _ ______ i Y e a r s  l Y e a r s Y e a r s  li>:on tl-is Mon t^s 1

A. ACCOUNIS PERSONNEL

C h i e f  A ccoun tan t B .C o m . ,
K ,C o m . ( P  r e i )

2 23 1 5 **

A d d l . C h i e f  A c c o u n t a n t B. Com. 4 22 - 13 -

Dy. C h i e f  A c c o u n t a n t B, Com. , A CM A 6 7 - 2 -

In  te rmedi  a t e  
( P l i A - P r e l . ) 8 9 - 1 -

A s s t t .  C h i e f  A cc o u nt a n t B. Com• 4 10 - 1 -

A c c o u n t s  O f f i c e r B. Com.,  CA 5 
C o u r s e  compl e t ed

11 - 1 -

B.Com. ,  LL .B 3 14 - - -

B. Com. 17 - - 1 -

13 - - 2 -

i n  t ermed l  a te 22 - - 1 -

6 9 2 —

CO

O'

2
I

12

Con td .
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App en di  X - 4  c o nt i nue d

De SI gn a tx on

t

\
Quai l  f i  c a -  I

Exp e r i  en ce s  ^ T r a i n i n g j N o . o f l  Remarks on !

t i o n s  i F e r t i - i o t h e r  ] 
U i  z e r  j[ f a c -  i 
I f a c t o - i  t o r y  
I rv I

Ib c i c  j
Head 1 
Of ficeJ

Domes-tFore-  
t i  c Ji gn

■rPerso-> r o r ex gn  v 
Jnnei | T r a i n i n g  |

\ 1 \

} l Y e a r s  l Y e a r s Y e a r s  1 Mns t Mns \ 1 I

B. NON-ACCOW TS p e r s o n n e l  

Ch i e f  O p e r a t i o n B. Sc. Engg. 12 4 1 2
' M a na g e r

Add l  t i  o n a l  Chi e f

(Chem, ) 

M. Sc, 9 6 2 1 I
Admn, M a na g e r  

A d d i t i o n a l  C h i e f Di p . i n  En g g. 21 1 1 l - iuonthi  U S A j I n t e i W  
n a t i o n a l  F e r t i l i z e r  
Deve lopment  CentreJl  

1 \

t r i g i n e e r  ( l / e ch . )  

M a n a g e r  ( P u r c h a s e ) B.Com. 2 20 - 3

Chemi s t B. Sc. 18 2 - 1 1 5

Ch emi s t  m - c h a r g e  o f B. Sc. 2 21 - 1 1 I
RsDC De pa r tm en t  

A s s i s t a n t  Chemi st M . S c . y P h . D . 9 2 - 1 1 J

7 }

C. TOTAL RESPONDEfjTS (A+B ) 19

w
-J
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A p p e n d i x  -  7 , 0 5

Zi a F e r t i l i z e r  Company L i m i t e d  
As h u go n j ,  E r ahmanba r i a

P a r t i c u l a r s  o f  R e s p o n d e n t s

Desi  gn a t l o n Quai l  f i  c a t l  ons
1  E x p e r i e n c e s  | ~ T r a i n i n g s

J f ® r t i i g Q j L  (3 fDomes-  ^Fo r e -  Jnnel  , 
t l i z e r K _  l u - ^ j  U *  -  1. i I

j K o . o f l  
t ^ e r s o ]

Remark s 
Fo r e i  gn 
T r a i n i n g s

on

t Y e a r s l y e a r s l Y e T r s f e

Ji gn 

\
i.'ion th s liV.on thst

A.  a c c o u k t s  p e r s o n n e l

C h i e f  A c c o u n t a n t B, Com• ) ACA 9 - — — 4

A d d l . C h i e f M . A . ,  FCMA 10 m _ _

Accoun tan t M ( Co") • 6 5 2 4 -

B. Com. , 
( Cour  se

c . a . ^
compl et ed )

2 4 6 2 -

Deputy C h i e f B.Com. , FCMA 7 - - 5 -
Accoun tan t B. Com. , ACWA b - - - -

H. Co^ . t 
( Cou r  se

P I I A
Completed )

2 b 7 - -

B,Com • 21 - - 6 -

11 - - - -

8 - 13 - -

A s s i  s tan t  Chi e f  
A c c o u n t a n t

B, Com. , 
( Cour s e

C.A,
Completed )

9 - - 5 -

B, Com. 2 13 - 2 -

4 9 - 1 -

Accoun t s  Of f i  c e r . Coni  ̂ f ICMA P - I I 10 - - 1 -

M,Com, 8 - - - -

H. Com « 18 ., - - 5 -

8 - - 1 -

b . a . 18 - - 2 -

4 men th s - C l a  sgo  » 
S t r a t h d y d e  B u s i ­
n e s s  School  -  
A c c o u n t i n g  and 
Finance  f o r  d e v e ­
l o p i n g  c o u n t r i e s .
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A p p e n d i x -  7 , 0 5  c o n t i n u e d_  _ _   ̂ .  j.
Q u a l i f l  i E x p e r i e n c e s  J T r a i n i n g s  No.ofDesi  g n a t i o n
c a t i o n  j p e r t i i Ot he r  <BCI C? ~  TJp '  "oV  

l U z a j f a c -
I F a c t . ( t o r v  iG fficpi___________________

______________ j Y r s .  { Y r s  t Vr s  (^lon thj - ’'on ths

■Per -^
sonn-J
el  i

Remark s on 
Fo r e i  gn Tra i  n in  g

A. n c k - a c c o u n  t s  p e r s o n n  el

Ma nag i ng  D i r e c t o r M, Sc,
( Chem. )

12 15

G e n e r a l  Ma na g e r  
(f/.PlC)

D i p - i n -
En gg .

17 10

C h i e f  Commerc i a l  
Manager

M, Com, 1 20

Chi e f  E n g i n e e r B, Sc.  En gg .  
( M e c h , )

10 9

Chxef M. Sc.  (Chen) 26 -

A d d i t i o n a l  C h i e f  
C, . a t i o n  Ma n a g e r

B. Sc, 28 6

A d d i t i o n a l  C h i e f  
Admn, Ma n a g e r .

M • A , 3 8

A s s i  s tan t  Chi e f  
E n g i n e e r  ( T e c h , )

Di p - i n -  
Engg.

12 5

TOTAL RESPONDENTS ( A + B )

7

2

23

19

5

21

2

11

1

1

1

1

1

1

8

29

7 mo nt hs - J a p a n  * G o v t . I n s t i t u t e  o f  
R e s e a r c h ,  Tokyo,  1-month P h i i i -  
p p i n e s J  A s i a n  I n s t i t u t e  o f  
Management ,  M a n i l a .

3 mon t h s - A u  s t r a l i  a I I n t e r n a t i o n a l  
T r a i n i n g  I n s t i t u t e ,  Sydney.
12 mo nt hs - USA i  I n t e r n a t i o n a l  F e r ­
t i l i z e r  Deve l opment  Cen t  r e ,  Alabama.

17 months*  V*est Germany.  2 - months  
A u s t r a l i a .  -J- mon t hs - J  ap a n .

5 mont hs i  N e t h e r l a n d

13 mon th s - J a p  an ; 3-mon th s -U SA ;
3 mon th s - I  ndon esi  a.

12 -monthss  Czecho s l a v a k i  a.

4 - mo n t h s »  J a p an ,  4-mon ths>I r ' don e s  
s i a ,  3 - months i  A u s t r a l i a .
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I n t e r n a l  A u d i t  Re po r t  o f  t he  Zl  a F e r t i l i z e r  Company 
L i m i t e d  f o r  t he  p e r i o d  from December  1983 to 
December ,  1984.

BCIC Head O f f i c e  Memo* A u d i t  Dept .  3 1 1 . 0 8 (  1 ) 705  d t .  13.  10.  1986.

Rep l y i  Z F C L / l n t . A u d i  t /005/126 d t .  0 2 . 0 9 .  1987.

1. In r e s p e c t  o f  t he  c a s e  a g a i n s t  F o s t e r w h e e l e r  Company ( c o n t r a c t i n g  

Company) .

2 . The p r o j e c t  i n c u r r e d  a l o s s  o f  Tk. 3 6 , 4 5 , 2 7 0 . 0 0  i n  o r d e r  to  

m a n u f a c t u r e  P o l y t h e n e  b a g s  f rom P o l y t h e n e  P e l l e t s  and i n  the  

p r o c e s s  9 2 . 2 6  t on s  o f  P o l y t h e n e  P e l l e t s  we r e  m i s u s e d .

3. An amount o f  Tk. 1 , 3 8 , 7 5 , 9 3 5 . 0 5  was p a i d  a s  Customs  Duty and

S a l e s  Tax ( r e f u n d a b l e )  and t h e  same was  n o t  c l a i m e d  and r e c o v e r e d

t i m e l y .  The c l a i m f o r  r e f u n d  o f  d e p o s i t e d  Cus toms  Duty on two 

p u r c h a s e  o r d e r s  we r e  n o t  e f f e c t e d  t i m e l y  f o r  wh i c h  t he  f a c t o r y  

s u s t a i n e d  huge  l o s s .

4 . D e p o s i t e d  Customs Duty and S a l e s  Tax p a i d  I n  e x c e s s  o f  T k , 6 9 . 8 2  

c r o r e s  has  r ema i ned  u n r e a l i s e d .

5. A q u a n t i t y  o f  350 MT o f  P o l y t h e n e  P e t t e t s  was  t r a n s p o r t e d  by 

Ra i l way  Vnagon from t he  C h i t t a g o n g  P o r t  a q u a n t i t y  o f  9 .  343 MT 

was shown a s  t r a n s i t  s h o r t a g e  whi ch i s  v a l u e d  to Tk. 4 , 0  3 , 2 4 3 . 0 0 .  

The amount  s ho u l d  be r e a l i s e d  s u b j e c t  to i n v e s t i g a t i o n .

6 . An a*nount o f  Tk. 26,  2 6 , 5 4 5 . 0 0  has  been d e p o s i t e d  a s  Cus toms  Duty

and S a l e s  Tax which x$ p a i d  i n  e x c e s s  and so r e f u n d a b l e .  But  t he

same has  n o t  been r e a l i s e d  t i l l  the  d a t e  o f  a u d i t i n g  and f o r  wh i ch  

an amount  o f  i n t e r e s t  to t he  tune  o f  Tk, 5 , 4 1 , 0 0 0 . 0 0  ha s  a c c r u e d  

t h e r e o n .
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7 .  An amount o f  Tk. 1, 174,00 as  T , a , b i l l  has  been p a i d  to Mr ,  S.M,

Anowar  Sada t ,  A s s i s t a n t  E n g i n e e r  whi ch i s  p a i d  i n  e x c e s s  and so

r e a l i s a b J  e.

8 . An amount  o f  Tk, 1, 174,00 ha s  been p a i d  to Mr .  N a s e r  A l am,  A s s i s t a n t

E n g i n e e r  i n  e x c e s s  o f  h i s  T.A,  B i l l  whi ch i s  r e a l i s a b l e .

9 .  An amount o f  Tk. 23,  372,  34 has  been p a i d  a s  2 i n c r e m e n t s  to t he

e r s o n g  who a r e  n o t  f r eedom f i g h t e r s ,  n o r  they a r e  a s s o c i a t e s

they have  no c o n n e c t i o n  to  t he  f r e edom f i g h t i n g .  These  

p e o p l e  do n o t  even f a l l  w i t h i n  t he  s c ope  o f  t he  n o t i f i c a t i o n  i n  

which the f a c i l i t i e s  f o r  the  f r eedom f i g h t e r s  ha s  been d e f i n e d .

Thi s  amount shou l d  be r e a l i s e d .

10, m/ s . Toki  and Boki  L t d . ,  Os a k a ,  Japan f a i l e d  to s u p p l y  50 MT

Pot a s l um C a r b o n a t e  a s  p e r  c o n t r a c t  f o r  whi ch t he  f a c t o r y  i n c u r r e d

a l o s s  o f  T k , 35 , 0 0 0 , 0 0  a g a i n s t  a s h o r t f a l l  o f  1973 . 4  kg .  o f  U r e a  

v a l u e d  a t  Tk, 11 , 59 , 0 0 0 , 00 .

11, The f a c t o r y  i n c u r r e d  a l o s s  o f  some l a c s  o f  Taka a s  24 , 300 g a l l o n s

o f  Lub o i l  was s o l d  on n e g o t i a t i o n  w i t h o u t  c a l l i n g  any t e n d e r ,

12, The f a c t o r y  i n c u r r e d  a l o s s  o f  Tk, 1 , 05 ,  37 5 ,00 a s  the  s p a r e s  w e r e

i mp o r t e d  n o t  a c c o r d i n g  to t he  s p e c i f i c a t i o n  and wh i ch  c o u l d  n o t

be u t i l i z e d  by the  f a c t o r y ,

13, The f a c t o r y  i n c u r r e d  a l o s s  o f  T k . 246 , 00  f o r  t he  wrong  c a l c u l a t i o n

o f  m i l e a g e  on t r a v e l l i n g  b i l l ,

14, The f a c t o r y  s u f f e r e d  a l o s s  o f  Tk. 23,9  2 , 2 3 5 . 0 0  a r i s i n g  o u t  o f  ha nd ­

l i n g  l o s s  o f  619 MT o f  Urea  i n  the s a l e s  o f  3 , 5 2 , 8 5 4 . 0 5  MT d u r i n g

J a n u a r y ,  1984 to December ,  1984.  So t h e r e  s h o u l d  be c o n t r o l  me a s u r e  

on h a n d l i n g  l o s s .
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15, There  was n e g l i g e n c e  o f  d u t i e s  f o r  the e mp l oy e e s  c o n c e r n e d  did  

n o t  p u t  the c o nn e c t ed  documents  to t he  Sadhar an Bima C o r p o r a t i o n  

f o r  c l e a r i n g  a s h o r t  r e c e i p t s  and w a s t a g e  o f  1 , 74  MT i n  the  

I m p o r t  of  200 MT o f  G r a n u l a r  Sodium,

16, A q u a n t i t y  o f  800 MT o f  s wee p i ng  Ur ea  i s  l y i n g  u n s o l d  and b e i n g  

damaged,  p r i c e  o f  whi ch comes to Tk , 20 ,00  , 000 , 0 0 .

17, There  was a l o s s  o f  T k . 8 1 , 9 3 2 , 4 4  f o r  t he  c l a i m  was n o t  a c c e p t  by 

the Sadharan Bima C o r p o r a t i o n ,

18, Up to 3 1 - 12 - 1984  an amount  o f  8 , 2 1 , 4 9 , 4 1 0 , 4 0  has  been c l a i me d  a s  

i n s u r a n c e  unde r  I . A , R ,  P o l i c y  and a Q a i n s t  i t  on l y  Tk , 1, 6 1,9 2 , 97  5 . 00  

has  been a c c e p t e d  by the  i n s u r a n c e  a u t h o r i t y  f o r  wh i c h  an amount

o f  Tk , 6 , 50 , 54,  247,  40 i s  l y i n g  u n s e t t l e d  ha s  n o t  been a c c o u n t e d  

fo r,

19, l )  S t o r e  A c c o u n t i n g  System i s  n o t  r e g u l a r .  So t h e r e  s h o u l d  be

c o n t r o l  o v e r  the  S t o r e  A c c o u n t i n g  System of t h e  ZFCL,

i i )  R e g a r d i n g  the f u r n i t u r e  wor th  o f  Tk, 1 , 6 2 , 3 3 4 ,  15 to be e n t e r e d  

i n  the  S t o r e  A c c o u n t  on 31- 12- 1984 ,

1 1 1 ) M o d i f i c a t i o n  o f  a c c o u n t s  head i s  n e c e s s a r y ,

20, Sto r e -1  n - T r a n  $1 t  on 3 1 - 1 2 - 1 9 8 4  an amount  o f  Tk , 9 , 79 ,0 3, 67 5,  87 i s  

l y i n g  u n - a d j u s t e d ,  i t  s h o u l d  be a d j u s t e d ,

21,  l )  R e g a r d i n g  the  l o an  o f  6 , 000 kg .  P o l y t h e n e  P e l l e t s  wor th o f

Tk, 2 , 4 0 , 0 0 0 , 0 0  to M / s .  Be ng a l  B u i l d i n g  C o r p o r a t i o n .

l l )  A q u a n t i t y  o f  12,000 kg .  o f  P o l y t h e n e  P e l l e t s  ha v e  been g i v e n  

a s  l oan  to UFFL and i t  has  no < sen r e a l i s e d  upto  3 0 - 6 - 1 9 8 5 ,  

r e a l i s i n g  shou l d  be e f f e c t e d  soon.
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22. l )  A q u a n t i t y  o f  86 Drums o f  P e r f e c t o r  -  T 46 Lu b o i l  i s  l y i n g

u n s o l d  upto 3 0 - 6 - 1 9 8 5 .  S a l e  o f  whi ch s h o u l d  be  e f f e c t e d  soon,

i i )  A q u a n t i t y  o f  260 Drums o f  P e r f e c t o r  -  T 46 Lub o i l  i s  l y i n g  

una cc ount e d  f o r  m  the  s t o r e  f rom t he  p e r i o d  o f  F o s t e r  V«hee-  

l e r .

i l l )  Unused d i f f e r e n t  s t o r e d  l u b  o i l s  s hou l d  be  s o l d  i m m e d i a t e l y .

i v )  505 B a r r e l s  o f  Condemset  O i l  ( B y - p r o d u c t )  i s  l y i n g  u n s o l d  

in.  the s t o r e ,  s a l e  o f  whi ch s h o u l d  be e f f e c t e d  soon.

23,  R e - f a c t o r y  go o ds  o f  d i f f e r e n t  k i n d s  wo r t h  o f  Tk. 1 , 0 4 , 9 0 ,0  27 , 60  i s  

l y i n g  unused .  I f  t h e s e  a r e  n o t  n e c e s s a r y  f o r  t he  f a c t o r y ,  i t  

s ho u l d  be s o l d  out  to i n c r e a s e  the  w o r k i n g  c a p i t a l  o f  t he  f a c t o r y ,

24,  i )  A c c e s s o r i e s  o f  d i f f e r e n t  s o l d  o u t  e q u i p me n t s  a r e  l y i n g  i n

the s t o r e s ,  whi ch s ho u l d  be s o l d  o u t  i m m e d i a t e l y ,

l i )  T y r e s  and  T u b e s  w o r t h  o f  a b o u t  T k , 7 , 4 1  l a c s  a r e  l y i n g  i n

t h e  s t o r e  s i n c e  1981,  T y r e s  and  T u b e s  w h i c h  a r e  mor e  t h a n

r e q u i r e m e n t  s h o u l d  b e  s o l d  o u t  to show a d e c r e a s e  m  the  

s t o r e  i n v e n  t o r y .

I l l )  V>elding E l e c t r o d s  wor t h  o f  Tk, 4 7 , 4 3  l a c s  a r e  l y i n g  i n  the  

s t o r e  whi ch  a r e  n o t  to be u s e d  by t h e  f a c t o r y ,  s ho u l d  be 

s o l d  out .

i v )  C h e mi c a l s  c o n n e c t e d  w i t h  p r o d u c t i o n  wor th  o f  a l a r g e  amount

a r e  l y i n g  o v e r  a l o n g  p e r i o d  i n  the  s t o r e ,  u s a g e  o f  the  same

i s  v e r y  s l ow .  i f  t h i s  i s  s t o r e d  t h i s  way f o r  a l o ng  t i me }

I t s  e f f i c a c y  w i l l  be  r u i n e d ,  s ho u l d  be d i s p o s e d  o f  w i t h  the  

c o n c u r r e n c e  of '  t he  u t i l i s i n g  d e p a r t me n t .
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v)  Many goods  p u r c h a s e d  by t he  F o s t e r  W h e e l e r  f o r  t he  p r o j e c t  

a r e  l y i n g  m  e x c e s s  a f t e r c o n  g t r u c  t i  on o f  t h e  p r o j e c t  

( E r e c t i o n  S u r p l u s ) ,  s h o u l d  be d i s p o s e d  o f  i m m e d i a t e l y .

V I ) Many goods  wor t h  o f  a b i g  amount  a r e  l y i n g  i n  e x c e s s  xn the  

s t o r e ,  s h o u l d  be d i s p o s e d  o f  e a r l y .

>

v i a )  Mos t  v a l u a b l e > c a b l e  wor th  o f  a b i g  amount  a r e  l y i n g  m  t h e  

S t o r e  i n  e x c e s s  shou l d  be d i s p o s e d  o f .

25,  The f a c t o r y  i n c u r r e d  a l o s s  o f  Tk, 1 4 , 8 0 0 . 0 0  a s  148 b a g s  o f  Cement
• a U ' "  <■

l y i n g  i n  the  s tone  f i n d  c o n d i t i o n .

26,  In the  b a g g i n g  S t o r e  40 , 232  Has i a n  b a g s  a r e  damaged and 10 , 834

bags  a r e  f ound i n  s h o r t a g e  whi ch  amounts  to  Tk. 7 , 65 , 990  • 37 ,

27,  i )  There  s ho u l d  be c o n t r o l  on s p a t e  p a r t s .

i i )  I s s u a n c e  o f  goods  m  e x c e s s  o f  to t h e  Viiorkshop and we r e  

r e c e i v e d  by the Workshop.

28,  The p h y s i c a l  count  a s  on 3 0 . 6 , 8 5  a t  the  s t o r e  i s  y e t  i n c o m p l e t e .

29, There  i s  an i r r e g u l a r i t y  to t he  e f f e c t  t h a t  t h e r e  a r e  many i t e m s

w i t h o u t  number  and code  a r e  l y i n g  u n l i s t e d  i n  t he  s t o r e ,

30, Goods  wor th  o f  Tk, 2 , 7 7 , 8 2 , 0 6 1 . 0 0  was s o l d  o u t  to B a n g l a d e s h  Army

a t  Tk, 1 3 , 8 9 , 0 9 9 . 0 0  ( a t  5^)  t he  s a l e  p r o c e e d s  s h o u l d  be a d j u s t e d ,

31, Re ga r d i n g  the  r e f u n d  o f  s e c u r i t y  amount i ng  to Tk. 2,  3 3 , 7 7 7 , 8 0  to

M/S.  F a z l e  Azim E n g i n e e r i n g  L t d .  ( R e f .  Cheque  V o u c h e r  N o . 472

d t .  1 - 1 0 - 8 4 ) .
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32. ( i )  D e b i t  N o t e  o f  unn ec es sa  r y / i  n exc e ss have  n o t  been s e n t  to

the  s i s t e r  conc e r n  o f  the  p r o j e c t .  D e b i t  N o t e s  s h o u l d  be

s e n t  i m m e d i a t e l y .

( i i )  There  i s  an amount o f  Tk, 30 , 8 6 , 0 7 9 . 44 l y i n g  u n r e a l i s e d  

a g a i n s t  the  goods  s o l d  to d i f f e r e n t  s i s t e r  c o n c e r n s  

thr ough  D e b i t  N o t e s .

33.  There  i s  a v i o l a t i o n  o f  gove r nment  o r d e r  r e l a t i n g  to t h e  p r o v i ­

s i on  o f  h o u s i n g  f a c i l i t i e s  to t he  70 e mp l o y e e s  o f  t h e  f a c t o r y  

and a d j u s t m e n t  o f  t h e i r  s a l a r i e s  a s  p e r  new n a t i o n a l  s c a l e s  

and r e a l i s a t i o n  o f  house  r e n t  a s  p e r  s l a b  b a s i s .

34. Wo r k e r s  d i s c h a r g i n g  d u t i e s  on s h i f t  b a s i s  a r e  p r o v i d e d  w i t h  

f i x e d  wages ,  m s p i t e  o f  t h a t ,  t h e i r  e a r n e d  l e a v e  ha ve  been 

c a l c u l a t e d  2 d a y s  m  p l a c e  o f  I day .  T h i s  i s  an i r r e g u l a r i t y .

35.  0 f f l  c e r s / s t a  f f s/wo rk e r s  r e s i d i n g  i n  the  h o u s i n g  c o l o n y  have

been i s s u e d  f u r n i t u r e  f rom the  f a c t o r y ,  r e n t  f o r  the  same a r e

n o t  r e a l i s e d ,

36 . Du r i n g  1984-85 Gas f o r  d o me s t i c  u s e  wor th  o f  Tk, 11, 1 5 , 0 00 . 0 0

has  been consumed by the  e mp l o y e e s .  The g a s  c h a r g e  a t  f i x e d

r a t e  s ho u l d  be r e a l i s e d  from the  u s e r s .

37. E l e c t r i c i t y  consumed by the e mp l o y e e s  o f  the  f a c t o r y ,  s h o u l d

be r e a l i s e d  from them a t  the  f i x e d  r a t e ,

38.  A c t u a l  e x p e n s e s  e x c e e d s  the  b u d g e t e d  f i g u r e s  f o r  t h e  p e r i o d

from December  1983 to Jun® 1984 and f rom J u l y  1984 to December

1984 were  843i and 2 3 %  r e s p e c t i v e l y .  Expe nse s  o v e r  t he  b u d g e t e d  

f i g u r e s  s h o u l d  be c o n t r o l l e d .
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39, W i t h o u t  p u t t i n g  up an e x p en s e  b i l l  an amount o f  Tk,  250. 00  

m a t e r n i t y  b i l l  was p a i d  a s  i r r e g u l a r i t y  i n  t he  sys t em.

40.  R e f u n d a b l e  many goods  wer e  t aken o u t  o f  t he  f a c t o r y  g a t e  

t h r oug h  t emporary  g a t e p a s s ,  but  the  go o ds  have  n o t  been r e a ­

l i s e d  y e t .  Recovery  shou l d  be  e f f e c t e d .

41,  Out  o f  60 v e h i c l e s  b e l o n g i n g  to Zi  a F e r t i l i z e r  Company L i m i t e d ,

2 c a r s  have  been s o l d  o u t ,  2 c a r s  r u n n i n g  i n  Dhaka o u t  o f  l i s t

and o f  t he  r e s t  56 v e h i c l e s ,  some a r e  i n  r u n n i n g  c o n d i t i o n ,  

some a r e  a w a i t i n g  r e p a i r  i n  the  wo r ks hop .  Some a r e  beyond  

r e p a i r  w i t h  no r ma l  c o s t  s ho u l d  be r e p a i r e d  o r  d i s p o s e d  o f .

42,  An amount o f  Tk. 2 ,9 5 , 8 4 7 . 8  5 b e i n g  the  f u e l  c o s t  o f  the  Dhaka

O f f i c e  o f  the  f a c t o r y  a f f a i r s  to be e x p e n s i v e .  Un d a t e d  coupons  

and d i s a g r e e m e n t  o f  coupon number  and f i n a l l y  c o n t r o l  o v e r  t h e  

f u e l  c o s t  s h o u l d  be m a i n t a i n e d .

43.  I n  me d i c a l  head an amount o f  Tk , 283 « 50  has  been o v e r p a i d .

44,  There  i s  an i r r e g u l a r i t y  i n  a m e d i c a l  b i l l  a s  t he  p r e s c r i p t i o n  

was made by an eye s p e c i a l i s t  b u t  the  q u a n t i t y  o f  m e d i c i n e  was  

i n c r e a s e d  by somebody e l s e .

45.  W i t h o u t  a s c e r t a i n i n g  the f i x e d  s e l l i n g  p r i c e  o f  Canteen f o o d s f  

s u b s i d y  can n o t  be a c c o u n t e d ,  b u t  w i t h i n  a p e r i o d  o f  3 months  

the s ub s i d y  was  i n c r e a s e d  to T k , 3 , 0 0 0 . 0 0 .  T h i s  i  s an i r r e g u l a -  

r l  t y .

46.  ( i )  M e d i c i n e s  wo r t h  o f  Tr , 5 , 9 4 0 . 0 0  i s  l y i n g  i n  t he  s t o r e  w i t h

d a t e  e x p i r e d ,  a c t i o n  s h o u l d  be t aken i n  t i me .
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be
( i i )  P h y s i c a l  c ount  o f  m e d i c i n e s  shouid^^done a t  m e d i c a l  c e n t r e .

( i l l )  Medi Cdl  e qu i pme nt s  a t  the  m e d i c a l  c e n t r e  s h o u l d  be p h y s i c a l l y  

count ed .

( i v )  Re g a r d i n g  the a c c o u n t s  o f  m e d i c a l  e q u i p me n t s .

47,  ZFCL has  f i l e d  a c a s e  a g a i n s t  the  p r o j e c t  c o n s t r u c t o r  M/S,  F o s t e r  

W h e e l e r  L t d .  f o r  USS 36,50 5, 248,  57 a s  c o m p e n s a t i o n s ,

48,  ( x )  S u i t s  have  been i n i t i a t e d  a g a i n s t  22 E n g i n e e r s  f o r  v i o l a t i n g

the c o n t r a c t  f o r  j o b  a f t e r  f a c t o r y  s p o n s o r e d  t r a i n i n g ,

( i i )  For  the  a u c t i o n  o f  some damaged go o d s  a c a s e  ha s  been

i n i t i a t e d  a g a i n s t  M/S.  Shamshu Mia Sawda ga r  t o r  an amount  

o f  Tk , 4 , 0 0 , 0 0 0 . 0 0  i n  the  M u n s i f f  and C r i m i n a l  c o u r t s .

49# There  shou l d  be c o n t r o l  o v e r  the  G u e s t  House  e x p e n s e s  o f  ZFCL,  

There  i s  a sum o f  Tic,557, 00 l y i n g  r e c o v e r a b l e  f rom the  g u e s t s .

50, Bank R e c o n c i l i a t i o n  S t a t eme nt .

51, In an a c c o u n t  w i t h  the  S i n g a p o r e  B r anch  o f  Ame r i c a n  E x p r e s s  

i n t e r n a t i o n a l  Bank i ng  C o r p o r a t i o n ,  an amount  o f  U S £ 8 , 5 6 l , l 3  

( A p p r o x ,  Tk, 2, 18, 309 . 00 )  i s  l y i n g  u n u t i l i z e d  f o r  2 y e a r s ,  

c a u s i n g  a l o s s  o f  Tk. 6 5 , 4 0 5 . 0 0 .  I t  s ho u l d  be t r a n s f e r r e d  i f  

n o t  n e c e s s a r y .

52, In the  c u r r e n t  a c c o u n t  o f  Amer i can  E x p r e s s  i n t e r n a t i o n a l  B a nk i ng  

C o r p o r a t i o n ,  Dhaka ( a / C N o , 7170218)  an amount  o f  T k , 6 8 , 7 5 3 .  36 

i s  l y i n g  u n u t i l i z e d  f o r  the  l a s t  3 y e a r s  c a u s i n g  a l o s a  o f

Tk, 33 , 106 , 0 0 . I f  u n n e c e s s a r y ,  t he  a c c o u n t  s h o u l d  be c l o s e d  and  

the  b a l a n c e  s hou l d  be t r a n s f e r r e d  to o t h e r  a c c o u n t .
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53. As a t  3 0 . 6 , 8 5  a d e b i t  b a l a n c e  o f  Tk , 5,  42 ,0  2, 155.0 2 i s  f ound  i n  

the B C I C ' s  C u r r e n t  Ac c o u n t ,  whi ch n e e d s  r e c o n c i l i a t i o n ,

54. In the heads  o f  I n t e r - P r o j e c t s  an amount  o f  Tk, 2 , 7  3, 57 2. 13 up t o  

3 1 . 3 * 8 5  i s  l y i n g  u n r e a l i s e d .

55. i )  In the  a c c o u n t  o f  Sundry D e b t o r s  up to 3 1 , 3 . 8 5 ,  an amount  o f

Tk. 2, 34,  14,0 15,41 i s  l y i n g  u n r e a l i s e d ,  i t  s h o u l d  be r e a l i s e d /  

a dj us t ed ,

i i )  In the  p u r c h a s e / e x p e n s e  head  a s  on 3 1 . 3 . 8 5  an amount  o f

Tk , 15, 87 ,0 bO, 14 i s  l y i n g  u n r e a l i s e d .  As  p e r  compound i n t e r e s t  

b a s i s  the f a c t o r y  i n c u r r e d  a l o s s  o f  Tk, 2, 36,  67 1 , 0 0 .

I l l )  An amount o f  Tk, 1, 34,0 22.  65 Upto  3 1 . 3 , 8 5  a g a i n s t  t r a v e l l i n g  

and d a i l y  a l l o w a n c e  i s  l y i n g  u n r e a l i s e d .

i v )  an amount o f  Tk, 31,78 , 40 4 ,0  2 i s  l y i n g  u n r e a l i s e d  f rom the  

S u p p l i e r s  Upt o  3 1 , 3 , 8 5 .

56. A q u a n t i t y  o f  341,50 MI  o f  S u l f u r i c  A c i d  wor th  o f  Tk, 2 5 , 0 0 , 0 0 0 . 0 0  

Was s pe n t  i n  e x c e s s .  The m a t t e r  s h o u l d  be i n v e s t i g a t e d  and p e r ­

sons  r e s p o n s i b l e  s ho u l d  be c h a r g e d .

57.  A q u a n t i t y  o f  13119,40 l b s .  S u l f u r i c  A d d  wor th  o f  T k . 9 , 5 8 7 , 4 0  

was s h o r t  r e c e i v e d  from TSP Compl ex .  The amount  s h o u l d  be  

r e a l i s e d  from the  T r a n s p o r t  C o n t r a c t o r ,

5B, R e g a r d i n g  e s t a t e s  and l a n d  o f  t he  f a c t o r y  p r e m i s e s ,

59, F i x e d  A s s e t s  R e g i s t e r  o f  t he  f a c t o r y  i s  n o t  p r o p e r l y  m a i n t a i n e d ,  

Xt shou l d  be p r o p e r l y  m a i n t a i n e d .

60.  C o mp a r a t i v e  s tudy o f  Income and E x p e n d i t u r e  w i t h  t he  b u d g e t e d  

f i g u r e  f o r  the y e a r  1983 - 84 .
*

61,  p h y s i c a l  cash count .

62.  G e n e r a l ,
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I n t e r n a l  nudl  t  Repo r t  o f  t he  Z1 a F e r t i l i z e r  
Company L i m i t e d  f o r  the  p e r i o d  froin J a n u a r y  
1985 to June  1985.

BCIC Head O f f i c e  Memo. A u d i t  Dept ,  3 1 1 . 0 8 ( 2 )  689 d t .  1 , 1 0 . 8 7 .

Rep i y i  ZFCL / I n t . Aud i  t / 0 0 5 / 178 d t .  2 6 . 0 4 . 8 8 .

1. Los s  o f  Tk. 6 , 9 6 ,  213.  59 was due to s h o r t  r e c e i p t  o f  P o l y t h e n e

P e l l e t s  amount ing  to 17 . 113  MT. The amount s ho u l d  be r e a l i s e d

from the  I n s u r a n c e  company.

2. Goods wor th  o f  Tk . 1, 51,  468 .7 2 was g i v e n  a s  l o a n  to t he  Be ng a l

B e l t i n g  C o r p o r a t i o n .  The go o ds  we r e  n o t  r e c e i v e d ,  i t  s h o u l d

be r e c o v e r e d  i m m e d i a t e l y .

3. The c l o t h  f o r  l i v e r i e s  was p u r c h a s e d  from a h i g h e r  b i d d e r  a t  

h i g h e r  r a t e  f o r  whi ch  the f a c t o r y  i n c u r r e d  a l o s s  o f  Tk. 36,  329. 0  3.  

A c c o r d i n g  to p u r c h a s e  p o l i c y  a r t i c l e s  s ho u l d  be p u r c h a s e d  from

the l o w e s t  b i d d e r .

4.  An amount  o f  Tk, 1, 60 , 47 , 58 5. 56 i s  l y i n g  j«i th t he  Cus toms  A u t h o r i t y  

as  Customs Duty r e f u n d a b l e  on a c c o u n t  o f  i m p o r t  o f  P o l y t h e n e  

P e l l e t s .  Th i s  amount shou l d  be r e a l i s e d .

5. Due to the damage o f  the  B o i l e r  f e e d  w a t e r  pump t u r b i n e  an amount  

o f  Tk. 48,9 3» 210, 80 was c l a i me d  to t he  Sadharan Bima.  These  

Sadharan Bima has  no good i n t e n t i o n  to ftay the  same t i l l  0 1 - 0 2 - 8 3 .  

I t  s ho u l d  be r e a l i s e d  soon.

6 . Advance  a g a i n s t  Ta/Da v o u c h e r s  and a d j u s t m e n t  v o u c h e r s  a r e  n o t  

p r o p e r l y  m a i n t a i n e d .  For  t h i s  much more l a b o u r  and s t a t i o n e r i e s  

a r e  b e i n g  was t ed .  B e t t e r  system s h o u l d  be f o l l o w e d  f o r  the  

a d j u s t me n t  and s e t t l e m e n t  o f  b i l l s .
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7»  A q u a n t i t y  o f  69,000 kg.  Po t a s i u m C a r b o n a t e  imported!  f rom Ko r e a

o f  whi ch a q u a n t i t y  o f  10,550 kg .  was s h o r t  r e c e i v e d / d a m a g e d  

c a u s i n g  the  f a c t o r y  to i n c u r  a l o s s  o f  Tk. 3, 16, 500 . 00  ( R e f .  P . O .  

No.  1539 d t .  2 0 . 0 2 , 8 5 ) .  A c l a i m  s ho u l d  be l o d g e d  w i t h  I n s u r a n c e  

Company.

8 . The f a c t o r y  i n c u r r e d  a l o s s  o f  Tk, 1 4 , 8 00 . 0 0  a s  148 b a g s  o f  cement  

1/ i n g  xn the s t o n e f i n d  c o n d i t i o n .

9 .  in the  t r a v e l l i n g  a l l o w a n c e  o f  t he  f a c t o r y  an amount  o f  

Tk . 1, 2 1 , 153. 31 was i n  e x c e s s  o v e r  the  b u d g e t e d  amount ,  i t  

shou l d  be c o n t r o l l e d .

10, 15 MT P o l y t h e n e  P e l l e t s  wor th  o f  Tk, 3, 45 , 70  2 ,00 i s  l y i n g  

u n u t i l i z e d  i n  the  s t o r e  and g o i n g  to be damaged.  M e a s u r e s  

shou l d  be t aken to d i s p o s e  i t  o f  a s  p e r  l a w .

11 , Ty r e s  and Tubes  o f  C a r s ,  E l e c t r i c  G e n e r a t o r  and Wa s h i n g  M a c h i n e s  

worth o f  Tk, 18*50 l a c s  a r e  l y i n g  i n  the  s t o r e  s i n c e  t h e  c o n s t r u c ­

t i on  o f  the  p r o j e c t  b egan .  Goods  a r e  b e i n g  damaged.  In o r d e r  to 

save  the  f a c t o r y  from heavy l o s s e s ,  m e a s u r e s  s h o u l d  be taken to 

d i s p o s e  o f  t he  same,

12,  In the  advance  f o r  p u r c h a s i n g  upto  3 0 . 6 . 8 4 ,  an amount  o f

Tk , 7 , 6 1, 49 2,9 1 i s  l y i n g  o u t s t a n d i n g  to the  s t a f f s  and o f f l c e r s -

Thi s amount shou l d  be r e a l i  s e d / a d j  u g t e d .

13, Shops l e t  o u t  by the i Cory m  the ma r k e t ,  an amount  o f

Tk. 1 , 73 ,  562. 05  i s  l y i  . u n r e a l i s e d  a s  r e n t .  The a r e a r  r e n t

s hou l d  be r e a l l s e d .
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14. In v i o l a t i o n  o f  the  f a c t o r y  r u l e ,  an amount  o f  Tk. 60 , 00  was  

p a i d  a s  s a l i n e  p u s h i n g  c h a r g e .  The sum i s  r e c o v e r a b l e .

15. Sp a r e  p a r t s  wor th o f  i a c s  o f  Taka a r e  l y i n g  u n u t i l i z e d  in the

S t o r e  s i n c e  the  c o n s t r u c t i o n  o f  the  f a c t o r y  b eg an .  M e a s u r e s

shou l d  be taken to d i s p o s e  o f  t he  same.

16. Customs  Duty p a i d  i n  e x c e s s  amount i ng  to T k . 6 9 . 8 2  c r o r e s  on 

a c c o u n t  o f  i m p o r t  o f  s p a r e  p a r t s  s i n c e  c o n s t r u c t i o n  beg an ,  

has  n o t  y e t  been r e a l i s e d .  The amount  s h o u l d  be r e a l i s e d .

17. A t o t a l  number  o f  16 c e i l i n g  f a n s  w i t h  r e g u l a t o r s  we r e  s t o l e n

from the f a c t o r y ' s  r e s i d e n t i a l  q u a r t e r s  wo r t h  o f  Tk . 16,  500. 00  . 

No t r a c e  o f  the  s t o l e n  f a n s  has  y e t  been e s t a b l i s h e d .

18. The r e  was a w a s t a g e  o f  1291 Ma c h i n e  hours/Man h o u r s  c a u s i n g  a

s h o r t f a l l  o f  86 , 000  MT o f  Ur ea  m  t he  p r o d u c t i o n  whi ch  can be  

v a l u e d  a t  Tk, 33,  1 9 , 6 0 , 0 0 0 . 0 0  as a r e s u l t  t he  f a c t o r y  was  

d e p r l e v e d  o f  a p r o f i t  o f  Tk . 23,  23,7  2 , 00 0 .0 0  .

19. 700 MT Sweeping  Ur ea  wor th  o f  Tk, 2 6 , 8 0 , 0 0 0 . 0 0  a ^e  l y i n g  i d l e  

i n  the  godown c a u s i n g  a b l o c k a d e  i n  the  c a p i t a l  whi ch  i s  c a u ­

s i n g  a l o s s  m  the  i n t e r e s t  e a r n i n g .

20. As  on 3 0 . 6 . 8 6  i n  t he  S tor  e - i  n - T r a n  si t ,  an amount  o f  T k . 5 , 8 1 , 8 7 ,  

772 . 27  i s  l y i n g  u n a d j u s t e d .  I t  s ho u l d  be a d j u s t e d .

21.  An amount o f  Tk . 50,9 3, 542.  56 i s  l y i n g  u n r e a l i s e d  and u n a d j u s t e d  

to d i f f e r e n t  c o n t r a c t o r s  and s u p p l i e r s .  i t  s ho u l d  be a d j u s t e d .
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22 . The f a c t o r y  s u f f e r e d  a l o s s  o f  Tk, 3 , 76 ,  20 0 .0 0  due to the  c a u s e

t h a t  52 r e s i d e n t i a l  a cconimoda t l  on was n o t  l e t  o u t  f o r  a y e a r .

23.  Out  o f  727 MT P o l y t h e n e  P e l l e t s  I m p o r t e d  f rom a b r o a d  b e i n g  a

q u a n t i t y  o f  23869 . 5  kg.  was  s h o r t  r e c e i v e d  as  a r e s u l t  the

f a c t o r y  s u f f e r e d  a l o s s  o f  Tk. 4 , 8 4 ,  6 b 5 . 8 7 .

24. R e g a r d i n g  i r r e g u l a r i t y  i n  c a l c u l a t i o n  o f  o v e r t i m e  b i l l s ,

25. I r r e g u l a r i t y  i n  books  and r e c o r d s  o f  t he  T r a n s p o r t  D e p a r t me n t ,

26. Payment  o f  i n s u r a n c e  premium o f  the  n o n w o r k i n g  v e h i c l e s  l y i n g  

i n  the  workshop i s  a l o s s  to t he  f a c t o r y .

27. Many a r t i c l e s  wor t h  o f  many l a c s  o f  Taka we r e  g i v e n  a s  l o a n  to 

V a r i o u s  s i s t e r  c onc e r n  o f  t he  BCIC t h r o ug h  g a t e p a s s .  T i l l  1982 

t h e s e  a r t i c l e s  have  n o t  been r e c o v e r e d .  A c t i o n  s ho u l d  be t aken  

to r e c o v e r .

28. H i r i n g  c h a r g e  o f  t he  f a c t o r y  v e h i c l e s  u s e d  on payment  b a s i s  w e r e  

n o t  r e a l i s e d  s i n c e  J a n u a r y  1985.  R e a l i s a t i o n  o f  the  same s h o u l d  

be e f f e c t e d .

29. Adva nc e  a g a i n s t  t r a v e l l i n g  b i l l  up to 3 0 . 6 , 8 5  amount i ng  to

Tk. 1, 2 4 , 9 5 8 . 4 6  I s  l y i n g  u n r e a l i s e d / u n a d j u s t e d  wh i c h  s hou l d  be  

r e a l i s e d / a d j u s t e d  i m m e d i a t e l y .

30. Upto 30. 6 , 8 5  an amount o f  Tk. 2 , 56,89 1,97 a s  a d v a n c e  a g a i n s t  

s a l a r y  i s  l y i n g  u n r e a l i s e d / u n a d j u s t e d .  I t  i s  n e c e s s a r y  to  

r e a l i s e / a d j u s t  t he  so"
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31. As  on 3 0 , 6 , 8 5  goods  wor th  o f  Tk . 78 , 59 ,0  1, 400.  16 was l y i n g  i n  

the S t o r e s  o f  ZFCL which i s  e x c e s s i v e .  i n  t he  s t o r e d  goods  

t he r e  a r e  many u n n e c e s s a r y  i t e m s .  A r r a n g e me n t  s h o u l d  be made 

to m i n i m i s e  the  same.

32, M e d i c i n e s  wor th  o f  Tk. 11 , 629 . 00  l y i n g  i n  the  S t o r e s  have  

e x p i r e d .  Th i s  i s  a l o s s  to the  f a c t o r y .

33, Upto 30 . 6 , 85 an amount  o f  Tk. 17 , 12 , 789 . 07 i s  l y i n g  u n r e a l i s e d  

w i t h  the  Sadharan Bima.  A r r a n g e  s h o u l d  be made f o r  t he  s e t t l e ­

ment  o f  the  Same.

34, Goods i n  the  d i f f e r e n t  s t o r e s  o f  t he  f a c t o r y  a s  a t  3 0 , 6 . 8 5  

were  no t  p h y s i c a l l y  v e r i f i e d .  The p h y s i c a l  v e r i f i c a t i o n  s h o u l d  

be done  to a s c e r t a i n  the  a c t u a l  p o s i t i o n ,

35, In the  I n t e r - p r o j e c t  t r a n s f e r ,  t h e r e  i s  an amount  o f  

T k . 8 , 9 5 , 0 3 ,  103. 51 i s  l y i n g  whi ch s h o u l d  be r e a l i s e d .

36, Bank R e c o n c i l i a t i o n  S t a t eme nt ,

37, P h y s i c a l  cash count .

38, G e n e r a l .
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A p p e n d i x  -  B f p j

I n t e r n , i l  Audi . t  f l epor t  o f  t he  Zi a F e r t l l i 7er
Company L i m i t e d  f o r  the  p e r i o d  from J u l y

1985 to December  1985«

BCIC Head O f f i c e  Meraoi A u d i t  Dept ,  3 1 1 . 0 8 ( 3 )  409 d t .  2 2 . 6 , 8 7 ,

Rep l y i  Z F C L / l n t . A u d i  t/00 5/l3BA d t .  09 .  11 , 87.

1, Raw m a t e r i a l s  f o r  t he  p r o d u c t i o n  was u s e d  i n  e x c e s s  o f  a c t u a l  

r a t i o  which r e s u l t e d  i n  the  l o s s  o f  Tk, 5 2 , 7 6 , 0 6 0 , 5 0  o f  t h e  

f a c t o r y .  Ove r  u s a g e  o f  raw m a t e r i a l s  s h o u l d  be c o n t r o l l e d .

2, Goods i mp o r t e d  f rom a b r o a d  amount i ng  to 200 kg .  ( s p a r e  p a r t s )

Was r e l e a s e d  from t he  A i r p o r t  l a t e  f o r  whi ch  a d e mu r r a g e  o f  

Tk, 1 , 826 . 00  was p a i d  ( R e f t  PCD-269 d t ,  6 . 8 , 8 5 ) ,

3, Lowes t  b i d d e r  was  n o t  g i v e n  work o r d e r  i n  t ime  a s  such ,  the  

s u p p l i e r  d i d  n o t  s upp l y  g o o d s .  S u b s e q u e n t l y  an amount  o f

Tk. 25,  324.00 was s pe n t  i n e x c e s s  f o r  p u r c h a s i n g  the  same a t  a 

l a t e r  d a t e .  i t  i s  a l o s s  to t he  f a c t o r y .

4, 10 p i e c e s  o f  Camr l ng  i m p o r t e d  from Germany was  n o t  s u p p l i e d  a s  

p e r  s ampl e  c a used  a l o s s  o f  T k . 8 , 6 7 9 , 0 0  to  t he  f a c t o r y .  ( S o u r c e i  

P . O.  No.  1582,  d t .  29.  1 0 , 8 5 ) .

5, W i r e - l e s s  s e t  i s  l y i n g  o u t  o f  o r d e r s  b u t  r o y a l t y  and l i c e n c e  f e e s

i s  b e i n g  p a i d .  These s e t s  s h o u l d  be s u r r e n d e r e d .

6 , 69 ,000 kg .  Po t a s i um was  i m p o r t e d  from Ko r e a  o f  wh i c h  10, 550 k g ,  

was d a ma g e d / s ho r t  r e c e i v e d .  The d a m a g e / s h o r t  r e c e i v e d  i s  wor th  

o f  Tk, 3, 16 , 500 . 00,  ( S o u r c a i  P . O .  No .  1539 d t ,  2 0 . 2 , 8 5 ) ,

7 ,  An amount  o f  Tk, 580, 00  was o v e r  p a i d  to Mr .  A.M.  J o y n a l  A b e d i n ,

A s s i s t a n t  S h i p p i n g  O f f i c e r  on a c c o u n t  o f  a v e l l i n g  a l l o w a n c e  a s

an i r r e g u l a r .  The amount  s ho u l d  be r e a l i s e d .
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8 . On a c c o u n t  o f  r e n t s  o f  Ammonia Gas  C y l e n d e r  due to  B a n g l a d e s h  

B l a d e  F a c t o r y  amount i ng  to Tk, 2 , 5 4 , 0 8 0 . 0 0  i s  l y i n g  u n r e a l i s e d ,  

m e a s u r e s  shou l d  be t aken f o r  r e a l i s a t i o n .

9.  S p a r e  p a r t s / N u t  b o l t s  i m p o r t e d  from Japan was  d a m a g e d / s h o r t  

r e c e i v e d  which r e s u l t e d  i n  t h e  l o s s e s  o f  Tk. 1 , 0 9 , 9 0 0 . 0 0  to the  

f a c t o r y .  ( S o u r c e i  P . O .  No.  1523 d t .  22.  U . 8 4 ) .

10. N o n - r e a  l l  s a t l  on o f  Gas  b i l l  f rom t he  o f f i c e r s ,  e mp l o y e e s  and  

w o r k e r s  b e i n g  i n  Hous i ng  Co l ony  o f  t he  f a c t o r y ,  c a u s e d  a l o s s  

o f  Tk, 4 , 9 5 , 7 7 0 , 0 0  f o r  a p e r i o d  from J u i y - D e c e m b e r  1985.  The 

amount i s  r e c o v e r a b l e .

11. I n t e r - p r o j e c t  t r a n s f e r  a c c o u n t  up to 3 1 . 1 2 . 8 5  shows t h a t  a huge  

amount  o f  Taka i s  l y i n g  u n r e a l i s e d  wh i ch  i s  c a u s i n g  an i n t e r e s t  

l o s s  o f  Tk, 1 , 0 3 , 6 9 , 7 5 8 . 0 0  f o r  the  f a c t o r y .  M e a s u r e s  to r e a l i s e  

the  amount  s hou l d  be  e f f e c t e d  i m m e d i a t e l y .

12. p h y s i c a l  v e r i f i c a t i o n  o f  A i r  C o l l e r ,  F r e e z e  and F u r n i t u r e s  u s e d

i n  the  Hous i ng  Co l ony  was n o t  done ,  and r e n t  o f  t he  same was n o t

r e a l i s e d  from the u s e r s ,  a s  such the f a c t o r y  s u f f e r e d  a heavy

l o  ss .

13. F i r e  i n c i d e n t s  o c c u r e d  i n  the  Co mp r e s s o r  House o f  t he  f a c t o r y  

many t i mes ,  whi ch r e s u l t e d  xn the  c l o s u r e  o f  t he  f a c t o r y  f o r  

36 da ys  f o r  whi ch  the  f a c t o r y  s u f f e r e d  heavy  l o s s e s ,  i t  s ho u l d  

be p r o b e d  by h i g h e r  a u t h o r i t y .

14. P h y s i c a l  v e r i f i c a t i o n  o f  t he  goods  l y i n g  m  the s t o r e s  was  n o t

done ,  a s  a r e s u l t  w i t h o u t  a s c e r t a i n i n g  the  s h o r t a g e / e x c e s s  o f

g oods ,  t he  a c c o u n t s  a r e  b e i n g  m a i n t a i n e d .  100^  p h y s i c a l  v e r i f i -  

f i c a t l o n  o f  the  s t o r e s  s hou l d  be c a r r i e d  o u t .
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15, On a c c o u n t  o f  ad va nc e  a g a i n s t  t r a v e l l i n g  b i i i  up to 3 1 , 1 2 . 8 5  an

amount o f  Tk . 1 , 8 4 , 0 2 2 ,  78 i s  l y i n g  u n r e a l i s e d / u n a d j u s t e d ,

l b .  An amount  o f  Tk. 14, 24,  38 3,99 on a c c o u n t  o f  i n s u r a n c e  c l a i m s  up to

3 1 - 1 2 - 8 5  i s  l y i n g  u n r e a l i s e d / u n a d j u s t e d .  E f f o r t s  s ho u l d  be made  

to r e a l i s e  the  same.

17, 200 MT P o l y t h e n e  P e l l e t s  i m p o r t e d  f rom a b r o a d  o f  whi ch 90 Bags  

worth o f  Tk, 19 , 350 , 00  was s h o r t  r e c e i v e d .  C l a i m f o r  t h i s  amount  

shou l d  be p u t  up b e f o r e  the i n s u r a n c e  Company f o r  r e a l i s a t i o n  o f  

comp en s a t i  on ,

18, In the  a c c o u n t  o f  a d v a n c e  a g a i n s t  p u r c h a s e ,  an amount  o f

Tk , 50 ,7 1, 176,00 i s  l y i n g  u n r e a l i s e d / u n a d j u s t e d  f rom t he  d i f f e r e n t  

o f f i c e r s  and e mp l oy e e s .  R e a l i s a t i o n / a d j u s t m e n t  s h o u l d  be done ,

19, V a l u a b l e  goods  wor t h  o f  many l a c s  o f  Taka was g i v e n  a s  l oan  

t hr ough  g a t e  p a s s e s .  The go o ds  have  n o t  been r e c o v e r e d  y e t .

These s hou l d  be  r e c o v e r e d .

20,  An amount  o f  Tk, 44 , 00  , 40 1, 6b i s  l y i n g  u n r e a l i s e d / u n a d j u s t e d  f rom 

the Sundry D e b t o r s  o f  t he  f a c t o r y  upto  3 1 , 1 2 , 8 5 ,  P o s i t i v e  mea­

s u r e s  shou l d  be t aken f o r  r e a l i z a t i o n / a d j u s t m e n t ,

21, V a l u a b l e  v e h i c l e s  and c o n s t r u c t i o n  m a t e r i a l s  o f  t he  f a c t o r y  a r e  

l y i n g  u n u t i l i z e d  and u n c a r e d  which c a u s e d  damage to  the  a r t i c l e s ,  

r e s u l t i n g  i n  the  l o s s  to the  f a c t o r y .  Ex c e s s  v e h i c l e s  and c o n s ­

t r u c t i o n  m a t e r i a l s  s hou l d  be d i s p o s e d  o f ,

22,  Re g a r d i n g  the t h e f t  o f  10 E l e c t r i c  Fan from t he  f a c t o r y  r e s i d e n t i a l  

q u a r t e r s .

23, Bank Recon 1 l i  a t i  on S t a t ement .

24, Cash phys i  c a l  count .  •

25, G e r - -  ’
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A p o e n d l  X -  8 . 0 4

i n t e r n a l  A u d i t  Repo r t  o f  the  Zi a F e r t i l i z e r  
Company L i m i t e d  f o r  the  p e r i o d  from 

Ja n u a r y  1986 to June  1986

BCiC Head O f f i c e  » A u d i t  d e p t .  3 1 1 . 0 8 ( 4 ) 8 9  d t ,  1 2 . 1 , 8 8 .

Reply t No t  y e t  r e c e i v e d .

1. 7 Nos .  o f  Tong T e s t e r  p u r c h a s e d  f rom the  ma r k e t  w i t h o u t  c a l l i n g  

f o r  q u o t a t i o n  has  c ause d  f i n a n c i a l  l o s s  o f  Tk. 5 6 , 0 0 0 . 0 0 .  J u s t i f i ­

c a t i o n  s hou l d  be c a l l e d  f o r .

2. The f a c t o r y  s u f f e r e d  a l o s s  o f  Tk, 4 , 9 7 , 9 7  5 .00 f o r  t h e  p u r c h a s e  

o f  c h a r t  p a p e r  wor th o f  Tk. 6 , 33 , 225, 0  0 on i r r e g u l a r  way.

3 , The f a c t o r y  i n c u r r e d  a l o s s  o f  Tk. 1 , 0 0 , 7 4 1 , 0 0  f o r  the  r e f u n d  o f  

the e a r n e s t  money o f  M/S.  Abu Bakr  S l d d i q u e .

4.  P u r c h a s e  o r d e r  was g i v e n  to t he  h i g h e s t  b i d d e r  i n  p l a c e  o f  t he  

l o w e s t  b i d d e r  which r e s u l t e d  i n  t h e  l o s s  o f  T k , 6 , 7 2 6 , 0 0 .  The 

amount i s  r e c o v e r a b l e  f rom t he  i n c u mb e n t  o f f i c e r .

5, Re g a r d i n g  the  work and p r o g r e s s  o f  t he  MPiC De p a r t me n t .

6 , A r r a ng e me n t  f o r  p u r c h a s e  p r i n c i p l e s  and r e c o r d  k e e p i n g .

7.  An amount o f  Tk . 1, 29,9 59 ,9 3 1 s l y i n g  u n a d j u s t e d / u n r e a l i s e d  s i n c e

I98O - 8 1 on a c c o u n t  o f  c o n t r a c t o r  Roya l  U t i l i z a t i o n  S e r v i c e s .  

R e a l i s a t i o n / a d j u s t m e n t  shou l d  be done .

8 , R e f u n d a b l e  g o o d s  g i v e n  out  t h r oug h  g a t e  p a s s e s ,  have  n o t  been 

r e c o v e r e d  a f t e r  a l o n g  p e r i o d  o f  t i me .  No a c t i o n  f o r  r e c o v e r i n g  

has  been taken so f a r .
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9 .  P h y s i c a l  v e r i f i c a t i o n  o f  goods  s t o r e d  i n  the  S t o r e  De pa r t ment

o f  the  f a c t o r y  i s  y e t  i n c o m p i e t e .

10. Duty p a i d  a g a i n s t  the i m p o r t  o f  50 MT o f  L i n e r  L o a d e n g i t y  P o l y ­

thene  P e l l e t s  amount i ng  to Tk , 8 , 47 , 189.0 2 whi ch  i s  r e f u n d a b l e  

has  n o t  been r e a l i s e d  t i l l  now from the  Cus toms  A u t h o r i t y .

11. Of  the 1 , 67 , 000  Jcg, P o l y t h e n e  P e l l e t s  i m p o r t e d  f rom P o l a n d  

4 , 705  kg ,  was s h o r t  r e c e i v e d  f o r  whi ch the  f a c t o r y  s u f f e r e d  

l o s s  o f  Tk. 1 , 9 0 , 6 0 0 . 0 0 .

12. Duty and S a l e s  Tax amount i ng  to T k , 6 9 . 8 2  c r o r e s  p a i d  i n  e x c e s s  

by Zi a F e r t i l i z e r  Company L i m i t e d  ha s  n o t  been r e c o v e r e d .  N e c e ­

s s a r y  me a s u r e s  f o r  t he  r e a l i z a t i o n  s h o u l d  be t aken .

13. An amount o f  Tk. 1 , 89 ,  9b 5.07 has  been p a i d  to on l y  20 e mp l oye e s  

f o r  a p e r i o d  o f  6 months  f rom J a n u a r y  19Bb to June  19bt> whi ch  

a p p e a r s  to be i r r e g u l a r  and xn a l l  c a s e s  t he  o v e r t i m e  has  been  

p a i d  a t  a r a t e  2/3 t i mes  h i g h e r  than s a l a r y  s h o u l d  be  c o n t r o l l e d ,

14. The r e  i s an i r r e g u l a r i t y  f ound m  the  payment  o f  t r a v e l l i n g  b i l l  

to the  f a c t o r y  emp l oy e e s ,  Amount p a i d  m  e x c e s s  s h o u l d  be  

r e a l i s e d .

15. 1000 MT o f  w a s t e / s w e e p i n g  Ur ea  i s  l y i n g  u n u t i l i z e d  m  t he  b a g g i n g

godown which has  c aused  the  f a c t o r y  to i n c u r  a l o s s  o f  Tk, 3, bO, 0 0 0/ •

16. 20 MT P o l y t h e n e  P e l l e t s  wor th  o f  Tk , 7 ,  2 5 , 0 0 0 , 0 0  ha s  been damaged

due to the  l a c k  o f  c a r e  ha s  c a us e d  a l o s s  to the  f a c t o r y .

17. An amount o f  Tk , 9 , 62,  17 4.  55 a s  M a r i n e  I n s u r a n c e  c l a i m  ha s  n o t

been r e a l i s e d .  S t e p s  f o r  r e a l i s a t i o n ,  s h o u l d  be t aken  up.
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18, I n s u r a n c e  c l a i m o f  Tk, 4 S , 93,  210. 00  i s  b e i n g  u n r e a l i s e d .  R e a l i s a ­

t i on  shou l d  be c a r r i e d  o u t ,

19, I n s u r a n c e  c l a i m f o r  Tk. 66,  43,  290, 00 i s  l y i n g  u n r e a l i s e d .  R e a l i s a ­

t i on  shou l d  be e f f e c t e d  soon.

20, Du r i ng  1985-86 a t o t a l  1307,  15 l a b o u r  h o u r s  we r e  w a s t e d  c a u s i n g  a 

s h o r t f a l l  i n  p r o d u c t i o n  o f  8 1 , 9 1 5  MT o f  f e r t i l i z e r  wo r t h  o f

Tk . 33,  21,  3 7 , 0 0 0 , 0 0 ,  In the  f u t u r e ,  w a s t a g e  o f  l a b o u r  h o u r s  s h o u l d  

be r educ ed .

21, Du r i ng  the  y e a r  1985-86 a q u a n t i t y  o f  2 71 , 82  MT o f  Ur ea  was  l o s t  

i n  t r a n s i t  w h i l e  l o a d i n g  on b a r  ge ,

22,  D u r i n g  the  y e a r  1985- 86  a q u a n t i t y  o f  4 , 2 5 , 3 2 9 , 2 4  MT o f  Ur ea  i n  

i t s  p r o d u c t i o n  p r o c e s s ,  c h e m i c a l s  we r e  m  e x c e s s  u g e ,  whi ch  

r e s u l t e d  i n  the  e x c e s s  e x p e n s e s  o f  Tk, 3, 12,  1 2 , 0 9 7 , 9 5  o v e r  the  

b u d g e t ,

23, p h y s i c a l  v e r i f i c a t i o n  o f  6 i t e m s  o f  t he  c h e m i c a l  g r o u p s  was  

p e r f o r m e d  and t h e r e  was  i r r e g u l a r i t i e s  f ound .  N e c e s s a r y  a c t i o n  

shou l d  be  t aken .

24,  An amount o f  Tk, 3 , 7 9 ,  339, 00 i s  l y i n g  u n r e a l i s e d  from 13 p e r s o n s  

as  ad va nc e  a Q a l n s t  p u r c h a s e  up to 3 0 , 6 , 8 6 ,  S > ep s f o r  a d j u s t i n g  

the same s hou l d  be t aken .

25, An amount o f  a d v a n c e  a g a i n s t  s a l a r y  o f  the  o f f i c e r s  and s t a f f s

o f  the  f a c t o r y  amount i ng  to Tk, 14, 34,  297 , 40  up to 3 0 , 6 . 8 6  i s  l y i n g  

u n r e a l i s e d ,

26,  An amount o f  a d v a n c e  a g a i n s t  Ta/DA o f  t he  o f f i  c e r  s / s  t a  f f s o f  t he  

f a c t o r y  i s  l y i n g  u n r e a l i s e d  amount i ng  to Tk . 1, 24,  18 2 ,8  3 upto  

3 0 , 6 , 8 6 ,  R e a l i s a t i o n  shou l d  be e f f e c t e d ,

27, Recommendat ioi . s  a r e  made to t h e  e f f e c t  t h a t  g a s ,  e l e c t r i c i t y  and  

f u r n i t u r e  ch ge  and r e n t  s ho u l d  be  r e a l i s e d  f rom the  o f f i c e r s ,  

s t a f f s  and w c r k e r s  o f  the  f a c t o r y  a s  p e r  r u l e  o f  t he  c o r p o r a t i o n .
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28.  Ad v a n c e s  made to the s u p p l i e r s  upto  3 0 . 6 , 8 6  amount i ng  to

Tk , 34,7 3, 6 10. 69 I s  l y x n g  u n r e a l i s e d .  E f f e c t i v e  s t e p s  s h o u l d  

be taken f o r  the r e a l i s a t i o n .

29.  Upto 3 0 . 6 . 8 6  a l a r g e  amount o f  l y i n g  u n r e a l i s e d  on a c c o u n t  o f  

d e b t o r s  and o t h e r s .  S t e p s  f o r  r e a l i s a t i o n  s h o u l d  t)e t aken .

30.  N o n - r e a l i  sa t l on  r e n t s  o f  f a c t o r y  owned ma r k e t  amount i ng  to 

T k , 4 5 , 044 . 77  i s  l y i n g  u n r e a l i s e d .  I t  s h o u l d  be r e a l i s e d ,

31.  There  i s  an i r r e g u l a r i t y  f ound i n  t he  p u r c h a s e  o f  g o o d s  wo r t h  

o f  Tk . 7 2 , 6 0 9 . 0 0 .  No a p p r o p r i a t e  a c t i o n  h a s  been t aken  a g a i n s t  

the s u p p l i e r s  a s  a r e s u l t  t h e r e  i s  a l o s s  to the  f a c t o r y .

32. I r r e g u l a r i t i e s  m  the  a d j u s t m e n t  o f  a d v a n c e s *

33.  An amount o f  Tk, 37 , 633 .  l b  was  d e b i t e d  whi ch r e q u i r e s  p r o p e r

v e r i  f i  c a t i o n .

34. An a d v a n c e  amount i ng  to Tk. 20,  149, 50 i s  l y i n g  w i t h  Mr .  M o s t a f a  

H o s s a i n ,  A s s i s t a n t  P u r c h a s e  O f f i c e r  t i l l  3 0 . 6 . 8 b  u n r e a l i s e d .  

Me a s u r e s  s ho u l d  be t aken f o r  r e a l i s a t i o n .

3b.  There  i s  p r o g r e s s  m  the r e c o n c i l i a t i o n  o f  t he  Head O f f i c e ’ s

c u r r e n t  a c c o u n t .

36. The f a c t o r y  i n c u r r e d  a l o s s  o f  ^k, 1 4 , 8 0 0 , 0 0  as  14b b a g s  o f  cement  

l y i n g  m  the  S t on e  f i n d  C o n d i t i o n ,

37. An amount o f  Tk, 136.  59 l a c s  has  been s p e n t  i n  e x c e s s  o f  b u d g e t  

a l l o c a t i o n  d u r i n g  the y e a r  19b5 - 86 ,

38. Bank R e c o n c i l i a t i o n  S t a t ement ,

39. Cash p h y s i c a l  c o u n t .

40.  G e n e r a l .
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