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Abstract

We can analyze various different factors in a rmiacro environment by the use of the PEST framlewbne
PEST analysis of current trends in marketing setanise favouring the overall industry whereas inlirgalue to
shortfall of basic raw material gas Governmentriahle to provide the necessary facilities for naimihg optimal
production of fertilizer in the country. A repory the Daily Dawn indicates that the shortage ofiwren cause a loss
of Rs. 150 billion to the fertilizer industry anldet farmers which will finally lead to enormous econic loss for the
country. Engro is one of the biggest companiesatd$tan with a sizeable contribution to the GDPahitis severely
suffering from the political instability and econmmrecession which in turn poses threat to the @yjs
profitability and its survival depleting its capgcto compete under the existing production costcstire in given
circumstances. Labour force is the major inputrof imdustry and Engro is facing the crisis of aca¢sted series of
labour-management conflicts. The concern must emmgao fulfil the labour demands in order to ratéiem for
better future prospects of the Company.
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1. Introduction:

PEST analysis "Political, Economic, Social, and hregogical analysis" and describes a framework of
macro-environmental factors used in the environalestanning component of strategic managemers. dttiseful
strategic tool for understanding market growth ecliohe, business position, potential and direcfrmnoperations
(PEST analysis, 2012).
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We can analyze various different factors in a rmacro environment by the use of the PEST framlewba factor
emerges in numerous categories managers plainlg malecision of where they think it best belondss Bnalysis
helps managers decide whether the political, ecary@acial and technical conditions of the orgaticrathey want
to invest in are perfect from investment perspectlis one of the most important analyses foegiing in another
organization (Shafique, 2012).

Using a PEST analysis helps a business to unddrstaious macro environmental factors that theydrtegake into
consideration when determining the decline or ghoefta particular market. It is also a crucial téml ascertaining
business position, the potential of a business thaddirection of business should be moving in tavéhin the

marketplace. All large businesses should be unkiagahis kind of analysis in order to understahd heeds and
wants of their customers (PEST Analysis Overvied,)n

Engro Fertilizers Limited is a wholly owned subsigi of Engro Corporation and a renowned name irisaks
fertilizer industry. Engro holds a vast, nationwigeoduction and marketing infrastructure and predukzading
fertilizer brands optimized for local cultivatioreeds and demand. Engro is also a leading imponterseller of
Phosphate products, which are marketed extensaoetyss Pakistan as phospatic fertilizers (Engrtlizers, n.d.).

Engro Fertilizers Limited was incorporated in J@®99, following a decision to demerge fertilizencern from its
parent company Engro Chemical Pakistan Limited. ddmtinual expansions and diversifications in it$eeprises
necessitated a broad restructuring in Engro Chénoigarations and management. To facilitate bett@rsight,
Engro Chemical Pakistan was converted into a hgldiompany named Engro Corporation, and its fegtiliz
business was subsequently demerged to a newly fbfEmgro subsidiary —Engro Fertilizers Limited (Emgr
Fertilizers, n.d.).

Engro’s fertilizer manufacturing facility at Dahatkas been experiencing ongoing expansion. Thispled with
distinct dynamics of highly nuanced fertilizer irstity warranted an independent and dedicated bissemity and
approach. The demerger of fertilizer concern was@med by High Court of Sind on Decembé&; 9009, making it
effective as of January'2010 (Engro Fertilizers, n.d.).

Engro Fertilizers is poised to become the leadirga umanufacturer in the country following major tamting of its
manufacturing capabilities (Engro Fertilizers, h.dn 2010, the company achieved mechanical conmpleand
started trial production of its urea expansion g@cbjat Daharki which is the world’s largest singtain
urea-ammonia plant. It is the largest private geutdustrial investment in Pakistan (Engro Feréfiz Limited).
ENVEN 1.3-a tremendous expansion in Engro’s ureaufagturing facility went into production in Novemb2010
and looks set to end Pakistan’s near-term urearit®deading to benefits of an expanded local s and savings
in national exchequer (Engro Fertilizers, n.d.).

Engro is a dynamic company driven by a vision tpriove productivity and lifestyle for thousands afrhers across
Pakistan. Engro Fertilizers Limited has earnedlfitaedistinguished name by continually striving ephold its
tradition and trust of its loyal consumer base (rigertilizers, n.d.).

2. Literature Review:
2.1 PEST analysis

PEST analysis "Political, Economic, Social, and hreslogical analysis" and describes a framework of
macro-environmental factors used in the environalestanning component of strategic managemers. dttiseful
strategic tool for understanding market growth eclohe, business position, potential and direcfrmnoperations
(PEST analysis, 2012). We can analyze various réiftefactors in a firm's macro environment by tise wf the
PEST framework. If a factor emerges in numerousgmaies managers plainly make a decision of whesg think
it best belongs. This analysis helps managers dagitkther the political, economic, social and téxddrconditions
of the organization they want to invest in are eerrffrom the point of view of investment. It is ooBthe most
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important analyses for investing in another orgatidn (Shafique, 2012).

2.2 The Political Trend

Government has introduced following major incerdgivbrough the latest Fertilizer Policy promulgated the
National Fertilizer Development Centre (NFDC) iray@001 (NFDC, 2001):

» To fulfill local demand of fertilizers at affordablprices, Government is providing subsidy on pr¢idacand
import of fertilizers.

» Government is providing concessionary feed stosktgahe fertilizer plants for production of urea.

» Custom duty on import of rock phosphate and phospl®by the manufacturers for production of feaéfi is
waived under the Fertilizer Policy (2001).

» Various tax remissions / relaxations have beerredffeinder the new Fertilizer Policy by the Governtne
» Gas price has been fixed for ten (10) years for il@stments.

Keeping in view the incentives given under the ilkeetr Policy (2001), M/s Engro Fertilizers decidedestablish a
new ‘single-train’ urea plant worth of $1.1 billiofMat, 2011). Supply of natural gas (methane), bhsic raw
material for production of Urea fertilizer, is fagi severe shortage in the country and its avaitalbdr industries is
further reduced due to the political decision by Government in wake of the forthcoming generatt@as to cut
down the gas supply to industries in order to Batise domestic consumers. Since its completioydar 2010,
Engro’s new plant has never received the gas sgppb per its quota in line with the country’s Hewtilizer policy.

In a legal recourse on the issue, the Sindh HighrGan 18' October 2011 ordered to provide the gas to thedng
plant as per its authorized quota but the Goverrhas not responded to the decision so far in &ip@snanner
(Zaheer, 2011).

Subsidy on gas, therefore, has turned out to b@afse for the production line at the Engro planthie prevailing
situation where gas supply has become virtuallyaitable. Due to unavailability of gas, M/s Engrere forced to
raise its prices by Rs. 400 per bag resulting cakesion of the prices to the level of Rs. 1980 Ip&g. The situation
got further accentuated as the provincial Excispdbenent raided the Dharki urea plant seizing thelesshipment
of urea bags on the night of*8Dctober (Abudhoo, 2011).

Resultantly, Engro had to roll back its urea priCesese events have evidently made it difficult Emgro to survive
in such heavily influenced political environment thge situation has rendered the plant unable tdym® at the
plant’s installed production capacity to make aakreven for the production costs.

2.3 The Economical Trend

Further to the political trend analysis given ahabe following underscore economic indicators laf production
regimen at Engro’s urea plant at Dharki (Sindh):

» The custom duty free import of rock phosphate amosphorous as the essential ingredients for pramuof
fertilizer provides a major financial incentiverttanufacturers.

» Waiver on tax has offered an additional incentivehte manufacturers especially to attract new atgran the
industry.

» Export benefits available to the manufacturers unide Fertilizer Policy (2001) as suppliers of ¢apgoods
for new and modernization projects entail a digteeonomic incentive for the fertilizer industryegdes, the
self-reliance gained through reduced dependendenparted fertilizers through enhanced local proaurct
capacity under the given incentives provides exetuselief improving the overall macro-economic
indicators for the country.

» Extension of a special subsidy of Rs. 37 billionthy Government on production and import of uretlifeers
in 2011 (The Pak Tribune, 2011).

3



Journal of Biology, Agriculture and Healthcare www.iiste.org
ISSN 2224-3208 (Paper) ISSN 2225-093X (Online) pLiy
Vol 2, No.10, 2012 I’

» Ban on export of fertilizer is also imposed so thednomic stability would be gained.

Agriculture is one of the dominant sectors contiitg to the country’s economy as it caters for 22cpnt of the
overall GDP and accounts for livelihood of 65 petoef the Pakistani population besides engaging d%epercent
of the country’s labour forceE€onomic Survey 2010-11Sustainability and growth of the agriculture teeds

largely dependent on production capability of tikesting fertilizer industry. This calls for Govermmt’s obligatory
support for the fertilizer industry in the countkyoking at the great potential in expansion ofdquction, M/s Engro
made investments but could not get the promisediduton the natural (methane) gas. This has rebifterice
hike leading to food inflation with the subsequefiects on the entire economy (Nizami, 2011).

2.4 The Social Trends

Study of social attributes under the present evminaf Engro’s urea plant at Dharki is signifiegl the protests
made by the labor after the management denied ¢ngadded raise in labor's compensation and ber(dfias,
2011).

Engro is facing reduced production and resultaletg sales that leads to low margins of profits eweh the huge
financial losses that have forced them not to gicentives to the labor.

Due to improper handling of the waste the indusrgausing the environmental degradation with thsoeiated
health hazards and adverse social impacts. Theaezibnents due to the aforementioned includeraathkidney
diseases and hepatitis etc. Still, the usage ofetfidizers cannot be stopped because of its &stednl dividends of
enhanced productivity and savings on time and effgoplication of bio-fertilizers as a substitute the prevalent
use of chemical fertilizers is considered sub-optim terms of the associated financial and econdrenefits and
the farmers these days usually do not prefer usieedbio-fertilizers (Cheema, n.d.).

2.5 The Technological Trend
Analysis interpreting the technological trend ie firesent PEST evaluation is characterized bydt@fing:-
» Introduction of new broadcasting channels has naalstertising much easier and cost effective.

» Engro has now fully absorbed and assimilated thtesidaechnological developments, incorporating
environmental friendly process technologies imisv single-train urea plant.

» The manufacturers are also carrying out de-bottlkéng and energy savings schemes in their exigtiagts
supplemented by other initiatives to enhance c@patihe plant which have yielded reduction in #pecific
energy consumption per ton of the produce. Compaenie also planning to convert to Liquefied Nat@ab
(NFDC, 2001).

3. Conclusion:

The PEST analysis of current trends in marketirggreeto be favoring the overall industry whereagedality due to
shortfall of basic raw material gas Governmentrighle to provide the necessary facilities for naimihg optimal
production of fertilizer in the country. A repory the Daily Dawn indicates that the shortage ofwren cause a loss
of Rs. 150 billion to the fertilizer industry anlet farmers which will finally lead to enormous econic loss for the
country. Engro is one of the biggest companiesatd$tan with a sizeable contribution to the GDPahitis severely
suffering from the political instability and econmmrecession which in turn poses threat to the @yjs
profitability and its survival depleting its capgcto compete under the existing production cositcstire in given
circumstances. Labor force is the major input of Erdustry and Engro is facing the crisis of anaésted series of
labor-management conflicts. The concern must erategavfulfill the labor demands in order to retétiem for better
future prospects of the Company.
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