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i introducuion and Summary

The pressnt avaiuvation focus 1 U3 Fiscal Year {(FY) B4, This
correspanas with tne {i1fth vear of the secaond PL-480 Title III
Fopd Fer veveglspment Agreament formally signed on Harch &,
{982, The 1niti1al Agreement covered only a three year period
USFY 82-34. It was subsequently extended {or a {ourth vyear
(Amendmec:. ¥4 and for & f1fth vear {Amendment !!).

Buring wna {1i1ve vears, the aéreement was amended a total af
twelve tiwes adding addiitional commodities. The program by year
and by tre accumulative amendments as reported by FAS 1s
attachea as 4anmay [I. The 5eli Heio measures as amended, are
given 1n fAnnex 111, Annaxes A and B of the 1982 Agreement are
attaches as Annzx IV,

Vo In accorpance wilh FL-4B80 leoisiat:on and as specifically
providea faor 1n fAnnex A Item Til & of the Agreement, the
Eancgladezn Government {BD8) and the dnited States GBovernment
(UG, must jolativ evaluate wne arooranm annually. Benchmark
areas to oe inpcludad as part of annual and finat evaluations to
determii~ progress are specified 1n Lthe Agreement {Item 1V, B)
and hava Tees Ebacxfically gxaminesd celow.

¢
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In undersabking tne FY 86 evaluation, the reports of earliear
evaluatione ugis reviewed inciuding the BAD report entatiad,

g hanagement Isprovemenis Meeded in the Fooa For
fregram”, dated august t985.  The Team also reviewed
<t a1 sund cocuments fuor tha proposed third Food For
Develugpiat tiooram and varigus assessments jointly comsmissionad
bv the wpic, nmiarzbey of Fooo oiGFy and U3AID (5=e referaenceal.

182

The evatuwatlth i{=am was able to mzet with key 3DB officials and
others Lo s i their commsnts and recommendations. In
examining the Sel{-Help meacuras and benchmarks, we find that
the RDG 15 in substastral compitanze with the terms of the
Agreement. FTubstantial proaress has been made over the past
nine vusars cavered by the 1578 anc :982 Agreements in achieving
. the central policy commiiments to phase-down subsidized
- commoditv distributions by the Public Food Distribution System
) (PFU&). The 8Db, Mimistry of Food (1MOF) manages domestic and
foreign A-quisibion of food commodiiies, maintains security and
price staciilization stocks and distributes/markets these
commnoditias, through various HOF programs described below.
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In adartien the B has alss undartaben development preojects and
other a.t;vit14ds ustng Lthe Tara saies proceeds and aother
resource.. fhe significant pipel:ae problems noted 1n 2arlier
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evaluztionz and reporting caples remain. Howsver, because tha
BUG ia now =arning wotential lean forgiveness credit for a

iarcer share nf 11s throughout 1of{take) as a resull ci fcod
price golicy changas, tne pipeiine 1s not expected to grow, (see
Secticn 1%, B,J. we recommend tnat similar conditicnalatly for
logan targiveness be retained 1n tne propesed Title DIl Agreement.

We ailco eraminad the recoamendations made by the FY EG
gvslusiion team. Some of ine recommendations have been disposed
cf while other lonoar term recormendations have been restated
and 1ncluaed in tne FY 85 recoanendatians.

B. findings and fecommendationz

o
"
fan ]

aral Secommendations

&. The 2DB is 1n substant:isl compliance with the policy and
sell -weip conditionality contained in the 1982 Agreement. We

recamagnd thet USAID pe autharizea to begin formal negotiations
for ise Third Borzement &s scon as practical,
. The oryice volicy condibionality for loan forgiveness

firsti ziates in Lthe 1978 ngreesznt and continued 1n tne 1582
Agrezwent n&sz been efiective in ztimulating a productive palicy
dialssue cztween tha USE and BDG and, we believe, BOG
commiteents Lo reduce the subsiavy element in PFDS mar:eting
coerations wnere such suncsidies are not warranted by the Incone
statuas af the baneficiaries. e recommend that similar loan

iorgivenesz conditionalitv Ce revained in the proposed Agreesment.

¢, TIne evaluation lesm_reccasends that future annual

evalvelion leam composilicn inciude -a team member {rcocm the BOG,
ke believe this will help racilitate the process,

2, wvuelic bood Distributson Sizten
&. The BDG has not been able to maintain the bencnmark
stocv levels proposed 1n the {732 Agreement. Therefore it was

nob able to benefit froem speciral currency use offset
provisions. We_recommepd that the USG not urge the EDG to
1acrease normal target levels acove the 0.9 - 1.0 m.m.t. range
at thiz time. However, these targets should be pericdicaily
reviewed and adjusted as warrantad,

5. Wnile the programmed levels éf PL 480 wheat and rice may

not ina and of themselves constiiute a significant disincentive
to BOO poltices and price raforms, the total grant and
cunce.z1onal {ood ard provided from all sources obviously could

represent such 3 cistnceative. de_recommend that the misstan
contirnue to fund the kinas of studies nated in the list of
docuwents consulted which provice the data and analyses resdad

to conouct weaningful policy dialogques,
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¢. We note that focd donors meet manthly with BES afficials
under the chairmanship of the WrFP representative. We_racommend
ihat the UBAIL continue to tale Lhe lead within this groun to
aszure that oisincentive icsues are openly and frankly discussed
and m=asuras teban collectively to assure that the net
conirvibutions ot food ain tg development and policy reform
outwaigh potential disincentives,

Jd. The WOF through :1ts acguisitian program has bheen
tnstrisental 1n leveling out more profound fluctuations in farm
grices ir normally rice svrplus dastricts. This is not to say
that the PFIS always is z2ble to support market prices 1n all
mariets ourino all harvest seasons. Information i1ndicated that
#OF Jocal acquisitions had been cutaff on occasions when stocks
bacams larasr than the Fend Budget Balance Sheet warranted. We
recomaand that assistance continue to be given to the MOF to
1aprouve this imporiant component of their actaivities.

g. A specific word af caution as to the trends in PFIS
anperatione seems warranted. Rice remains the dominant {arm cash
tnecse and {coagrain croo throughout Bangladesh. The BDG must
contirususiv make hard decisiocns as to the levels of rice 1t
wishe- to surchase and the annual floor price it wishes toa
anpunnce oad support through the PFDS system. 0On the one hand,
Wwortd grice lavels of both wheat and rice are now substantially
belcw ¥FDZ {igar prices, A prics set too hiogh could cause
distrtione wn farm systems ano invite widespread sauggling aof
cCraia.

The ofitake through thz FFBS of locally purchased grain
15 lé s than 20 percent orf total offtake. The BDG should
deveiap & siralegv/plan to gracually incresse domestic purchases
in orasrc us pecome less Jeoeadant an commercial imperts and food

a

&1d. As a corrolarv, the masier strategy must incluoe WOF/PFDS
manaiement reforms which ave belng recommended by an FAO FFDS
marnaoement consulting teem, The fBF 1s said to experience
anorasus ztoci anag lisecal losses through lachk of supervision

and wrsmanagement at all tevel:z. We recomaend that c¢ne of the
polivy theusts of the ne-t Titi. [11 agreement bhe steps which
the HWUF should take 1o r2duce operating costs and to improve the
marketability ol the paadv and wheat passing through 1ts
distiribution systenm.

~i. The BBE/HOF must gradually introduce greater location
and narbet soecific flexibilivy into foodgrain pricing
decisions. Ye recommend that, toc the extent possible, targets
and GLenchaarvs for price setting and cost margins, as incliuded
in 'ie neul aareement. be specified so as to encouraqe rational

sanagsgent ol securitly zZiacks.



BEST
AVAILABL E

-
ina
i

e

pun s B S |

WM

3
[n &}

Gg.
stogk leve
noct abie
PFrOvISic

was nol been stcie Lo waintain the benchmartk

spozed 1a the 1%582 Agreement. Therziore it was

fit from speciel currency use offset

. evaluation tedm recommends that tne UBE not

urae tne SDG increase pormat target levels above the 0.9 -

.l mum.te 1 . i#hi1le ithe crogramred levels of FL 4B0 wh=atl

and rice may not tn ana of themselves constitute a significant -
disinceative o HGb policvy and price rziorms, the iotal grant
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a. Tne Tivie 111782 fBareepent calied for the BDG to taiz a
number ofi acrigas to stimulate ine private cotton-spinnaing
indusiiy: .y eliminate a requirament that the sice of private
splnning @ili- ce limited to 12,300 scindles and allow larger,
more eBCconomls aiils, {it) ensure that privaie mills receive a
proportisnacte share ail cottan imported By the Gaverament, anec
{:1i) rempve zdrninistrative ang fiscal censtraints on privare

; ry davelcpment. Thz government has carried out the

cotton 1nduizt
reguired reicrms. in additiaon, ths ovavarnment has turned aver a
b

number of cubli1c soianing ano weaving milis teo the private
sector. kv Y &5. the Bangladaesh Textile Mills Corporaticn
(BTME} nad Livested 27 of 1ts Sb textile plants to the private
sector,

B. A fdature cencern in the new Tatie ITI1/8B7 proaram could
be the compilance report for cotton, du2 to a recent
anncuncanent by the Export Pronction EBureau 1n favar of using
domesticeilv proguced clath, 1n manufacturing exported cisthing,
to importec cloth, The Mission and FAS might wish 1o examine
this further under tha new Titla I11 craogranm.

4, Soybean 01}

The Titie 111/8% Agreement soells out two main policy
oojectives with regard to soyhean/cottonsead oil. First, 1t
says thai savbean/cottonseed ail should be sold through private
sector wholesale and retail outiets, and not through the ration
system. The fgreement alsa stipulates that the amount of
vegatable o:il 1n PFRS noi he incrzssed. BEoth of these policy
objectives have teen met.

5. Loeal Currency Generation and Gap

There haz been 3 lag in the aeneration of local currencies
under both of tha two Title I[II agreements, A major cause has
been the desire z2f the missicn t5 limit generations to those
ms whizh owrectly rainicrce the policy objectives af the
I brooram.
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a. 3Joth the mission and the BDG are cognizant of this "
generation gap and are moving itowards a system whicn will
ipncrease tha amount of generations. With the signing of
amenosmant No. 7, all channels selling at OMS price levels were
deemz) Lo be oermiscable local currency generation channels. ™ In
ihe fast 23 montns, Lthe BDB haz moved two mayor.ration channels
to whe UM% price leveis. These are f{lour millers (FMI and large
gmpluvers (LL) channels. The sddition of these channeis to the
0Ms osrica lavels 15 expected to 1ncrease the amount of ;
aznaraiiuns which are peraissible (or programming,

Y 1¢ recommended that ciher channels be reviewed as
cozsi1bla cnannels far generation ol permissable gensrations in
view of this pcersissable local currency generation gaps. The
evaldation team would enceourage the mission and BDE wo
cuarainate fully on this 1ssue. This will be an agenda item on
the -~ew Title Il1 orogram.

. &Alzp the mission should encourage and support the BIG to
mari.tain their reserve lavels auring the year so that these can
be crunted as permissable grains toward lpan forgiveness. The
miz31on and BDE miaht wizh to review the reserve levels an a
perseulc raszis to confirw the:rt proper levels dur:ing the vear,

foth tha BDG and the xisszion have expressed a desire to
review tne tinistey of Food's rules and operations far
itRgleaantetian of the 048 mechanism. A recommendatisn of this
avaluattiun team is that durino the Ffirst year of the 1987 Title
Il program a study be commiszicned toc review the MOF process in
inplcaenting the OWS system and make recommendations as to
Mokini 1is userations more efficient and market resoonsive,

L. rocal Currency Frogrammino and Approved Frojecis

“ince the last evaluition sated October 1985, there have
heen JLR=1Gerable movemanit witnin the Title III prooaram to
prog. am iocal currency aeneraticns available in the cpecial
account. Ji taka equivalent cv $302 million generatzd, $259%.54
miiiion has now been disbursed.

a. #Although selecticn of these projects were done
systematicallv and with wre2at idherence to gverall sroject goals
and their conformance ito the development of the agraicultural and
rurel 1nfrastructure sectar, there was very little coordinatian
with other donors involved 1n the project to ascertain project "
statugs. The evaluation team recommends that USAID/B take Wi
addi1tional time to discuss potential projects with other arimary &
donare &na tne implementing acency to better ascertain project
staidas and to fully develop cocrdination with other orime donors.
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Far the first time sincz the beginino of the Title 111
pradeam, tne aiscion nas tahen the initiative to program lozal
cur gncies for projects dgirectiy related to Lthe overall U5RID
poitioilo ratner than thase prajesctis identified by kG, The
evaliatian team considers this new departure ip prog;amming of
local currencies to be a positive one and recommends that the
miss:on continue to prooram tne local currency in waye which
titly complesent USALD's averail agriculture and rural
develaopment program and the BOS's f{ood sectar.

o

.-

7. wunitsstng and Evaluaticn of Projects

fhe avatlable trip reports and data on the on-coing projects
indi.-ate that they are i{n ganeral doing a satisfactory job of
moving towards attaining the BUGS goal aof agricultural and rural
infrastruclure development.

a. In the current 2ra af 6rH and ruts in the gperating
tucaats of AIL, it 15 unreasonable to expect additicnal
ransauer, and aperations muzt be sireamlined Yo perform more
efl1. 1emtlv., Thus the orogramning of local currency genarations
tc *hose tynjects Wwhickh nave wayor "hands-on® donor or UYSATD/EB
fuiming are attractive. 1o viaw of the this situatica, this
gevel .ali1on team would recommena that the missicn censider
funling only those projects watsh are primerily funded by other
"haniz-on' dorncors and UEARID/E,

itner proyects «hich d4¢ anot {1t the abave criteria could
T

be .ansicerad 1§ the mizsien i=tt that the i1mplementing agency
3f the BB uwas praciicing souLnsa accounting and audit aperations
s thefeicre, Lhat the monitoring, evaluation and reporting of
hezz pror2cts would noy be a cioblem.

. nmiber the last evaluaction and the findings of the BGAD
te-s. UYKID/l commiscioned a zLady an local currerncy
proyramning.  This study was zarried cut by a local consultbant,
8hnlam Hossain. and locied at the programming of lceal
currencias 1ncluding: 1. sels:ztion of projects amd 2,
aaintenance ol records of expenditures and reporting
readiremants, Although the members of this evaluation team are
nol accountanis nor auditore, Lhe recosmendations 1a this study
seam sound and pracitical. Ths svaluatian team strangly
recommends the mission and ths BDG throughly review the study
and agres to measures wnich must be installed.

d. Another recommendation 15 that the mission request the
805 to curiine 1n more detai] the use of laocal currency which 1is
revinazteo bv ERD. This could be done an the oriqinail letier of
reavazt by adding line 1tems under the total project amount
reuvesied, In additien Lo giving the missien a betler 1des of
the wse of funds, tnis woulg 3lso allow for a bhetter aucit trail
shuuld there be need {or ane.
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8. Euv Fepgartiaag fQaguiremants

Trzre seens 'to be no wajor oroclems with basic coacl:iance on
reporting raculrements at this time, with the excepticn of
timelines 1n general.

a. The report peritaining tc cotton import data estimales to
estabiish the MR for cotion has been continually deiayed, This
is discusszed further 1n tne reporiing section.

t. Inhz rzooert dealing wiith commaodities receirved,
QENeraLI0ORS. ang orograssind is recelved and monitored oy
UERID,LsF%R. There have been continual aroblems wWiLh receiving
these t2poets 1n & timely fashian in the formal needed. HMuch of
this nas been dus ta the lack ot coordination among various
1aplesent:inng aqency 1nciuoing ERD, MOF, BTMC. and BSFIC in
providing the data needed. ERD has assured the evaluation team
that tnev are fullv aware of the situation and are takinpo steps
to stresmline the voeration including setting up the Fo 48O
Title i1 Coordinatian Comsittes.

v, Therz 15 a gap beiween tue time that the commodities are
zold =nd when tne funds ar= depcs:ted inte the special account.
There 12 4 gap betyeen the time lnat ifunds are disburszed {or
identiized deveionment prajects nd when it 13 reporiec as such
for ti33n fsrugiveness puepazes. Trare are a number of
reconesdations oravided by the study an Local Curreacy
Frograaming nalsted to PL 4Bo T:ivle IIl by G. Hossain which
sheuld e revizwed By UEBAID/E wivn the BDBB for agreemcnt and
smpeentotion as sugaested ip Section ITE. D,

d be nolec that ine new Title IlI/1%EY progran
has gracasan L 480 Titiz Itl Z-ordination Committes;
coensisting of ail ihe coordinavinc and implementing Bba
agen~i-s, 1o 0@ responsibie far sonitoring the implementatinn of
various pruvistons including the reporting requiremente. This
shouls areatly 1ncrease tna conainications between the various
Mimistr1es for more timels and ns1ter quality reporting
activitraes,

-

I1. Svnpptic Histoerv of PL-460_frcaran

Earnoladesh 1s a seriously tood deficit country with annual
domectic icodgrain oroduction cureently of roughly 4.1 miliion
metric tons. If FAD/WHO sinimum calorie reauarements were to be
avaiiatle for consumpltion, ag,scditional 4.8 million tons or
cver Z1 mirllion matric inne‘@%uid be required. In receat vears,
fulb o, been sole to supplowment uvailability through
conces:zlanal and commercial i1mports, effectively leveilino out
"stetus quc” raquirements but ar a level roughly 15-20 percent
pelow nuiriticon based needs.

BLE .
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Tabirg intc account fluctuaticne 1n rnatiaenal and local foos
CFPOD PfGSUCLIOn swNlSh can oe verv laroe due to drought. {looas
ang cvcionlc stormst food craducticn has been growing at roughlw
2.3 percent per apnum -~ or roughly the rate of population
growih,

Yhile inca self sufficiency” was the gpal of both ithe BDG

five Ysar Flan (1980-83) and the current plan 1986-19%4,
it 12 nat likely that Bangladesh can achieve either
Ygseif-sulilciency” or food seli reliapce within the next
decade. This has obvicus conseguences for the administration
and planning <f US food aid to Bangladesh,

A. 1974 agreement

The 7irst Title T/111 Program 10 Bangladesh starled in FY 73
with o i.7/le | urogran which was pelmartly a lamine relief
prograa uwsing wheat. This Title | program was 1n effect {from FY
7% wo Fy 00, The Title I program was followed by a Title TII
program in FY 78 when thers was increasing fealization of itne
need for 4 loncer term objective af foodgrain security and an
gxpandes ,ocderain production svstem. During this first Tatle
I1I orsavzm FY 78 td FY B1;, wheat wags the scle commodity
except 1n tha ‘162l vear when a snicment of soybean oil was
inciudeg l5a2e Taople III L.i:r.
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The wcona Title [If program oeaan ip FY 82 and conciuded 1n
FY 85. %1% orogram continued ¢ic Longer ferm ohjectives of tne
first T:vie 1.1 orogram. {1 was a:zo characterized by orealer
cammudii, (1gsi1b1iity with whaat, rice, colton, and soysaedn oll
beino 1.ziuded 16 the commoaity m3.. {(See Table III D, i,

The aijor iritiatives undar thic second Title IID program
WEBPrZ: &.ifdciaral productisn, focd security. and specida:
Cammoas oy alilvities,

t. for:zultural productian: The :oreement spelled out the nead
far 805 Lo maintain an effective grocuremant program, including
settino orocuremeat prices vt a ievel that would provice an
incentive to rarmers. Thus =ach yzar the government would
analyze the slruciure of the lpodg-ain production systes, ta¥iing
intg acruunit the costs of praduction ana relavant factars
intlutging consuaer and world price trends, and establish
procureqarnt orices far rice. gaddy and wheat.

2. Fuoad Zecurawy: An aintegral part of the second Title IT1
agreemeid dagqli with the reduction of subsidies 1o the Fublic
fopd Distr:ibation System (FFDS) and the use of the Open Harket
Salas toha) proaras to moderate food grain price instabiiity,
Aalsc, tiz wainienance an3 ranagement of reserves for foou
5B8CUr 1Ly JaAE 2ctively eacouraged in the agreement.
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. Sovoean 0Gil ancluaed in the agreement was to sa2 sold
srnlv ~nrough arivate seclor wheolasale and retail outleis and nat
tnrcuwan the ratson sysiem. Tne amount of vegetable o:1l: in the
PERS +ati1on svstiem was not to be increased.

t. f[Lotton provided under the agreement was to be used for
rura. deveicpment purposes., The varn spun fram the raw cotion
#ac 1¢ o& s5cld to the rural based handloom industry to oraovide
emplavyment 3ad income to rurai dwellers, most of whom are women
i tnis s=zolar.

-
-
—
.
I

Seneral Situation 1n the Agriculiural Secior in FYBS

Accerding to the iatest world Bank analysis the
agricuitural sector i1n Banoladesn grew by 3.BY% 1in FY 8o, up from
1.8% 1 the orevious year. This grawith is attributed to the 30%
Increase 10 gute production, altnough overall agracultural
tntumes were depresses due to & S04 decline 1n the sute prices
and tslliay {codgrain orices. The Aman rice crop had an
outstanding vear ia FY 8o -— up 500,000 tons to over 5.3 million
tons but overall {oodarain production remained siagnant at
lo.i 1llivn tons due to 3 30% drop in wheat product:i:on and a
z@ais droco im the Boro rice croe.  This drap 1n wheat end boro
proc: chion 13 attributed to droacht like conditions 1a the
surnivs whest/boro areas of the countrv during the bsro seacson.
Burs rilce, pltanting was reduced in the wake of a bumper
Amain j1ce crip which affected raraers' decisions on 5Gro
planting.

felative price shifts, input use, and credit
aveii-niliis all plaved :maortiant roles in the FY-B& production
ploitu- 2. (0w paddy pricez dampened incentives for Dora ang
wneat produ-tion and, in combination with buaoyant prices for
gone of tne @miner crops, stimulsted some substituticn. Input
purcnzses which declined 1or the first time in many vears, were
disczuraged by lower rice prices, low cash incomes {raa jule,
and the sjueeze an agricultural credit, Fertilizer sales were
alsc lower in comparison o that in FY BS, partly bacause FY BS
iertilizer use was high as a result of additional use an
replanting ‘of crops. Gross credit extended to agriculture feel
{rom the equivalent of #2230 mili:gn 1n FY 85 to $213 1n FY B8é.
Recaveries, amounting to 3210 million, rose slightly in absolute
tarss from F7 BS, but as a proportion of outstanding loans fell
from 8% 1o 2&8%. Partly as a result of this, as well as seriocus
iast1rutional problems, sales cf irpigation eguipment slumped
Ealse onlv 300 shallow tubeselis were sold i1n compasison with
thvreo1n Py 3%, and zales of czep tubewells fetl (rom 217u to
s7¢.  Tne grawth ia irrioatea srea was thus only 24 1n tontrast
withi o2 an FY 85. This will unoocubtedly influence the output in
bBoth ryv d&4 and FY 87,
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IIL. B Fublic Food Disteibution System

‘e

The ocrioins of the Public Food Distribution Svslenm
(PFDS: ang {coc policy 1n Bangiacesh have heenm summarizad 1n
finney n of the oroposed foreemant PRAD. Initiated :n response
to famineg copgitions -—- which necessitated rationinag -- 1t has
arnun 10 tnclade twelve official {ood disteribution channels. fs
recently as 1574, “large farmercs' were required to sell a
poriign of their production io the PFDS at a iraction of free
mdrtel pricas, ihis fooo was then distributed through a ration
card -veien a1 hiahly suksidizeo rates. Measured againest thas
hase aoint, soricvy and program modifications have bheen
ertracrdinary and positive while chronic food deficaits remain.

The principal policy objectives of the first Title III
fore=aent, continued in the second, were various measures
desigred Lo phase out subsidized distribution channels over a
pericd of time and move toward the use of Open Market Sales irom
FFI5 stocte as the preferred mechanism to huffer market prices
land consumer i1ncome) against 1rcreases in food prices. caused
by susply snortages. Simultanecusly, purchases at pre-announced
arife ,avel:x: during peal narvesi: seasons, Were to be eupandad to
(a, siimulsate the expansion of domestic faodgrain productians
throcusn prodoucer incentives ana (b) buf{ler ospen market Tarmgats
1T - against temporary iocal aarket supply gluts.

e

15 sswnarl '3, the PFDS system nas multiple {(and on cccasions)
conflicting prograa Tunctioas:

- o oreduze wide swings in f{unclesale and consumer) {ocdgrains
srizes {and farmers' 1acome; not justified by normal
zeis

cnal availabilily and marketing costs, by diztribuling
di1ties fros foocsrain rzserves when CONSUMSFE GrFiCES
J y aresst trlguer prace.

P
=}
0

e Tid

t

"

1
u
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- iv suppart producer pricas {(snd farm i1ncome) through
udrchaze af wheat anc rice when market prices fall telow a
tireset orice level. The trigger (floor) price 15 w10 be
anacdnced pryor to ihe planting seasan.

Ta set floar prices {er wheat and rice purchases at a lavel
zoequate to cover all {arm 1nput costs plus a marain ior
srofit, to encourage investament such that farmers wiil be
asle to take advantage of nioh yielding varieties {sel{-help
deasure No. 2 and Annsx A),

Following assessment of avaiiability and forecasts af

= pected vields, to accument the need faor concessicnal food
3ra {:nzleowing Titie I and [I¢+ and/pr seek BDG autnority to
g/ {nzaarains froa osmmercial sources,
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. - To continue phasino down the ration system bv (3} gradually
. maving (ration) prices upward ioward the .open mariet prace
B ievels (bt ov reduc:ina the rice portian of rations, to be

: supstituted oy wheat, which crovides egual caloriez &t a
Iower orice and (c) by gradually lowering the raticn quota
ir indiviaual card holders (SHM 4).

. - T.. maintain adequate ievels of food security reserves and to
e:pand the average level of iocod security reserves to

7ol.uds metric tons on Novembar ist (just prior to the

5 tipal «man rice harvest and to 1.1 million meiric tons

au duls tst (just prior to tne most risky supply period).

1. fFirs _darbetinag thanneils

Tha PFLS acquisition of wheat and rice (and offtake) in
receni vears has varied from 1.5 ta 2.5 millionm metric tams.
Typicaily 1t handles somewhat less than 15 percent oi all rice
moved tnrough marketing channels but approximately 50 percent of
all whezal. Most of the rice consumed {over 95 percent) is
produced wiihin Bangladash while coughly half of all wheat 1s
b taportad, Lecause 1t handlesz sucn a small chare of all rice,
i fine tunira nwurchases and aisburzals to support farm level
N pricee while capping price increases (Laking into account {our

markziing seascns and lacal viela variahilities) is a 1ormidable
s tasr. he #Bub deserves crzdit 1or the relatively goad success
e 1t has achiesves 1n levellina out producer and consumer prices,

3l e

S . e PFDS, the major wholesaler of wheat and rice. has had

7 and wiis cantinue to have s major impact on the wholesale and
. retail orot1t margins of the mar.eting trade. PFDS cif:iczial
distritutian channels are the foliowing:

A, SBtatulcrv Hationing {(ERY -- Sales through licences.
orivsatelv owned ration shops to ration card-holders in siy
mzy0r urban centerg at a conirolled price set by itne MBF.

B. Utner Priorities (OF) -- Salas under sim:lar to SR. a ratian

tard system, for public employees and other calegaries in
non-Sk ar=as.

: C. Essenlial Priorities (SF) -- Ration card system {or

H prrsonnel of solice and mililary services. Frice reaains at

£ FY 74 levels, providing a valuable "perk" to these emplovees.

- .

ol D. nAgdifjed Rationing_ (MR) -- Ration-price sales in peri-urban
and rural areas. Fooc allawances are supposed Lo favor

T 1
purcans with low tncames.



E. Lergz Emcicvees_ (LE!D ~-- Wholzzale sales to emsloyers of 50
persons of mare who comoensate emplayees partly 1in rind.

F. Fioyr wills (FH; -- ¥Wholesale zales of wheat to both large
ant 3mélt scaie white-riour millers.

G Hariat Opecations_i§0) -- Sales category used to dispose off
surniuy ctocls al the SR ration price currently inm affect.

H. Bacn Harier Sales_ (OH5) -- Sales of grain to local whaolesals
and retat) autlete at o price which should cover acouwisition
i haedilng casts.

I. Fres Szles {F5) -- Sales of vamaged stock at whatever price
15 Jarranted ov stack ceonditien.

J. Food For wWork (FFW) -- Distribution of Food as a wage in
Vina throughs World Food Program (WFPY, Title IT (CARE) and
Ei:d managed programs, targetted to under-emploved persons.

k. Vulnerable 8roup Feeaino_{VGE) -~ Hother/child feeding,

L. Bratustous Relief (BR, -- Diciribulion to destitute persons.

M. Enmergency Feeding (EF) -- A special categery af G6F wath
diziribution 1o persons temscrartly without food due to
Hatural disasterc,

The Publac Food Distribution Svstem (PFBS) offtales by

Channe! tar the period 1%73/89-1954/87 BDG/FY 1s shown 1n Table
IT1 .1
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The 1978 and 1982 project documents looked forward lo a
future cate when Bangladesh was orojected to achieve f{ood
seli-sufficiency. It assumed, without supportine analysis, that
seli-suificiency would be achieved by the end of the secaond five
year plan whicn corresponds with the fourth year of 1982
Aagreement. At that paint, the FFG5, it was argqued, would need
te have anly three distribution channels. These were to be:

Open Harket Sales (OHS):
Food for Hork (FFW); and
Gratuttous Relief (BR).

Wl Pa e
S

The PFDS system 15 a very large and very complex system.
Amana other tnings, tt maintains offices :n 64 districts and
roughiv 469 sub districtis ttpazilas), administering, buving, and
whoiesaling activities and ration card programs for some IO
millicns families., @n the operations side, it manages 4 silos
at key seointe with goad tranzportation network, 12 central
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storage depots used for stcrino foodgrains far longer periods,
500 permanent local storaqe depots, which may increase as buying
centers. angd 200 temporary pracureasnt centers.

gt: The basic management tool of the MOF
. ta inputs to the budget include estimates )
f ke) by channel ier each commodity, estimales of
tz1t1ons) basea on crog yield estimates and affering
orice, and Lhe current levels of operatiens and securiiv stock,
After estimates of cancessional food commodity arrivals far the
period 3ie fartored in, the balance may be met through
cammercial purchases. BGood data 1z avarlable for sach of the
mayor act surpius and net deficit disteicts such that the
purchas: and movement of commodities takes plage on a rational
and timelv basi1s under narmal conditions.

i
supply (acau

Tnz YMGF foodgrain budger intake of commodities over the
1981-85 peri1oa has averaoed rouchly 19 percent local purchases,
26 pervent gommercial purchases and 55 percent concessional foad
a1d 1ncinding Fo 480 (Table S5.1.) Concessional and comaercial
food twporte have averaged rcuaghly 13 percent af total natiopal
{oodgrasn avariability. Title ili chipments have averaged
rougnt’ 14 paccont aof the MOF food budget over the [981-83
period -nd zoccut O percent of teotal food availability,

Theze simnlz starvisticatl analyses illustrate the i1mportance
of conce=21cnal food ayd 1n the MOF food budget. The levels and
sources -f .coumsrcilal apd Concessional food commodities ior the
period 1381 - 1956 are showy in Tasle 2.321. Same donors do not
place cundizians on the channels tnrough which the MOF can
utiliza their commadities, uhile cthers, like tne HEB sc. The
BDG/HOF sez comasrcial importaticns accarding to its cun
prioriiizs,

The 3tde {7 1982 agrewment 15 unioue in reguiripa ithat the
HOF al:ciate, i1n preference. FL 480 wheat and rice to the
unsubsidized cnannels of the HMOF {ood budget. & specifi::
commrtme 1t ceonvained in the {982 agreement was that the EBDEG
could only "egarn® Taka to be used for currency use offsst by
proai that commodities (equivalent to the tonnage of each years
agreement) had been marketed through the open market sales (OHE)
channel. A corolary condition was that the official OHS sales
price was to be established at 13 oercent above the off:icaal
acquigition price 1n order that as much of the subsidy element
as possible 1s eliminated from PFDS operations. The 1982
agresmeni was amended top permit the MOF to sarn currency use
offset {ram =ales through cther channels where the sales price
was =it 4t Lhe current OMS nrice, 1this amendsent alsc 1iued the

mari-up 1o (oser administrative costs at 15 percent of tne base
acauisiiipon price for whest.
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P tThae z3rigin 37 the pgioline probiem discussed in mgore getail

LLE in sect:on I1: O 15 deprived 1rom the fact that the MOF has not

P heen able to sell all af Titie IIl foodgrains provided =2ach vyear

3;‘ througn tiie tull orice/cost recovery distrabulion channels as

;g? was preyected in the 1992 agreement, as aamended.

ik ~

ﬁ;i' Letaiied 1nformation on the historical and projected offtake

ME by channel are published by the MOF. The World Food Pragram

{(WFF) maintains independent records as a cross check for the
food dongr commwnity. A very significant and growing partion of
the total PFDL oiftake 1s made throuah the targetied FFU. VGF
and other reliei channels with the percentage increasing from 21
percent 1n 1981782 to 44 percent 1p 1985786 IIl B.I. This
grawth has been oilset bv a carresponding decrease tn afitake
from the ralion channels (roa 62 to 38 percent of total ofitake.

i wnve
..AA’""' Y

Dver the came BLOG/FY 81/82 to B3/84 period, rice as a share
of the raiion channel of{take decreased from 45 to 24 percent,
Rice as a share of all PFDS offtake declined fram 37 percent to
24 percent,

v

= lawdrmy grigen sy

-

The 1acact of concessional and arant fond on cofftake
patterns :s laruye and growing. Whaat dominates concessional and
T grant foocc ara. [In addition, donors are 1pcreasingly tzeastino

their gront aid on FFW and VGF channels.

~

ey A

0f some interest to the market develapment contributicn of
the FL 4%t proaram, almost no wheat was producea of consuned in
: Bangladeen prior to i%65. Today, wheat is consumed by al
. economic srouss and roughly S percent of consumption 1g
- produced in Senwiadesn as a complementary dry-seasen croo.
Bacause a1 larye HMOF commercial purchases of wheat., a UMk of {Q0
thousand wetric tons will be added to the 1987 Agreement.

3. Fraducer Pri

i
"™

2_Support and Disincentive Analysis

an ram

The MLF fcod budget (and corresconding fiscal budget? is
derived from projecticons of domestic sroduction lsupply’ and
- projeclted afftale. MOF offtcivals senerally recognize the
relationzhip heiween eslablisned ficor prices or producer
incentivas, and expected domestic production in {uture periods,

v The 1982 agreement contained a commitment that the MOF
- announce 1is pracurement price for gach crop harvest season 1in
- advance of normal planting dates. Ye understand that an

accaslons procurement price announcements have been tardy but
this has haen rare.

it: Momtniv martet. srocurement, ration and open nmarket sale
prices for wheat and rice by manth aver the period July 1983 io
September 198BS are shown 1n Annex Taples 9,1t and 7.!

Y respactivaiv. Frices are in Taka per maund.
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( Table: IIIB 1 (

Table ?: Public Foodgrain Distribution System Offtake by Medium

e e e i 4} T ———— S = o . e e o ek e . 4 e T T T T —— T T T— 7 _——— — — — —

{1000MT2
79780 80,81 B81/82 82/83 83/8B4 B84/85 83784 8A/CY
RI1ICE ‘progn
Statutory Rationing 250 144 109 88 & &9 26 de
Modi+ied Rationing L 4 247 210 Fss 12% I 7E
Essential Prioritias 51 54 62 80 o0& 69 70 73
Other Priorities ) 215 155 144 25 1a2 e 35 B?
Large Emplovers , - : ) 3 ! 3 14
Open MarkKet Sales 37 37 26 44 10 49
Marketing Operation 1 73 31 1 8 36
Free Szale - . 72
FF, VYGF & Relief . 7 67 74 é 32 4 123 51
Sub-Total 702 315 770 - "494 504 407 373 433
WHEAT
Statutory Rationing 249 203 203 220 212 213 134 145
Modified Rationing 213 88 224 158 237 340 B2 128
Egsential Priorities 34 35 40 39 42 44 47 48
Other Priorities 332 208 235 248 292 296 175 225
Large Employers 108 32 56 77 58 42 28 30
Open MarkKet Szles ilé g 81 81 157 48 72
MarkKeting Operation 4 37 20 ? 3
Flour Mills 182 127 125 129 128 148 104 132
FFW, VGF & Relief 498 339 367 489 328 P04 930 499
Food for Work 437 282 294 332 348 492  34% 470
Test Relief 3 7 3 73 45 114 14 32
Yulnerable Group Feeding 23 39 &7 92 231 152 174
Gratuirtous Relief 58 27 29 17 23 1oz 13 21
Sub-Total 1,738 1,031 1,297 1,441 1,548 2,173 1,148 1,502
GRAND TOTAL 2,440 1,346 2,047 1,937 2,032 2,580 1,341 1,736
FFW, YGF & Retief as % of All Offtake
Rice 1% 134 10 1% &% 1 33 124
Uheat 29 334 28% 344 34Y 42 474 47
Ricetwheat 21% 26 214 264 274 35% 444 394
Rice as “ All Offtake 294 33% 374 284 23% 148% 29% 22%
Wheat as Y All Offtake 214 874 834 744 754 B4Y 76X 784
03.11.8¢%

GFFCAT
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IIl. £, Spoecial Commoaities
. Cotran:

Tha Tatle 111/82 Agreement :includes cotton in the commodity
miz as 7 means af promoting rural development. Cottan spun :into
varns is soid to the rural-based handloom indusiry. Thas
private, =mall-scale i1ndustry s labor intensive, providing
emrployment to sbout I m1lilon people, most of whom are women,

Jo increase the avairlability of cotton yarn to handloam
operatars, tne Aareement callad (or Lhe BDG to take a number of
acticics to stimulate the private cotton-spinning industry,
These 1ni1ti1atives include:

- Eliminate a reguirement that the size of pravate =pinning
miils be limited to 1Z,300 sovindles and allouw larger. more
ecanomic mills,

- Ensure that private mi1lls recerve a proporlionate share of
cotton imonrted by the Government.

- Remove acministrative and fi1scal constraints on pravate
cottan indusiry develaooment,

The aovernment has carried out the required reforas, In

‘addit 1o, ithe goverament has turnad over a number of cublic

spinning and weaving mille to the private secior, Ry ¥y 83, the
Banglacesh Textiie Wills Corporatiaon (BTHC) had divestzd 27 of
1ts 56 texutite plants to the private sector. These oisnts make
ug L0 uercent of proguction capacity. In addition, four new
privats tertile factories rave teen constructed.

Beaglanesshs teytile industry has henefited from tnese
acrticns, Hasing been staarant ior a decade, the industry
increassd annual ocutput by shoutr 22 percent during FY BZ - FY
83, frow 1wz atllion 1bs, cer year to about 125 million lbs,

BETHC .also turned from being a financial drain on the
government toc being a proiit-making venture., BTHC lost 625
million taka 1n 1982. In 1983, 1t turned a profit of 83 millian
taka, 1n 1944 120 million taka, and 1n 1985, 42 millicon taka,
Dua to maicr 1mports of for21gn varn 1nto Bangladesh 1n
1934/85/84 and lack of payments {rom buyers of ligudated mills,
BTHC wi1ll incur major loss in 1784 which are estimated around
557 mi1llion taka.

Az 15 Lhe case with saybean dil. price is a potential
pronias tor T1tle TIl cotion 1mports. Because the price of U.S.
cotion 15 nigher than 1mports fram other soureces, BTHC 15 tha
only major user of U.5. cotton, BTMC daoes provide a useful
social function. by provading B8O percent of its yarn 1o rural
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nandlicoms atv controlled orices. However, for U.8. cotten to be
used ov private mills, some type af price equalization scheme
will have Lo be out im place if they are to make a reasonable
prolit.

BTHL nas recuested that thev get a price break as does BSFIC
{with resosect ta £DSQ) in their payment for US cotton. USAID
and ELG might wish to discuss thia further in the next Title III
program.

A concern mentioned bv the USGA/Aqricultural Attache office
has teen attficulties 1n obtaining information on cotton 1mports
10 a timelv manner to wdentify tswal Marketing Reguiremenis
{UhR!. Tn1s has been dicscussed further in Section I11E&, BDG
Feporting Reguirenents.

f future concern in ihe new Title 111/8B7 program could be
the compliance report for cotton, due to a receni anncuncement
by trne Export Fromotian Bureau 1n favor of using domestically
producad clath, i1n-manufacturing exparted clothes, to imported
cloih, Tnis has been discounted by others who believe Lhat
domestically produced cloth i1s not of sufficient gquality that
manuiacturere would be wiliing to use Lhem {or export clothing.
Also there 15 concarn that for a country like bangladesh, it is
unreasonanle to request tnat no domestically oroduced cloih be
used tor exported clothing. The mission and FAS might wish to
gvaming this furtner under the new Title 1Il prooram.

Az with the oiher implementing agencies there have been
delavs 1n raceiving cata from BTHD for estimation of currency
genaration purposes, HSAID and ERD will need to continue theair
follocw-up wirth BTMC to oenerate this data.

2. Soybean 0il:

The Title I111/82 Agreement spells out two main policy
objectives with regard to sovbean/cottonseed ail., First, 1t
says that sovbean/coltonseed oil should be sold through private
sector wholesdale and retail outlets, and not through the ration
syvetem. The Agreement alsc stipulates that the amount of

vagetable oil 1n PFDS not be tncreased. Both of these palicy
objectives have heen met.

. The only problem that has arisen is with regard tc the high
praice of Title III sovbean oil relative to other vegeitghle ails,
ircluding savbean o1l from other sources. The market for the
hiaher priced U.3. sovbean o1l 1s small, with private oil
processing industries seeking supplies of crude soybezan o1l irom
supplisers cifering the product at a lower price, 1nciuding
shioping costs.
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Given this mwarlet situation, the public refining i1ndustiry in
Banolaaash i1 the sole handier of J.8. sovbean oi1l. #Punlic
refineries can use tne oil cost-effectively because of price
equaiizalion arrangemenis with the Bannladesh Governwent whereby
the outitc reiinery pays onlv 74 percent of the FOB value of
Tiile 1i] zovbean oil.

However, 1ncreased privatization of the oil processing
industiy haz come 1nte play. The ralative importance of public
oi} processing olants has laller. with private processors tabing
over a substantfral amount aof the public processing inagustry.
DBurine the period of the current Agreement, private capacity
increzsad {ram 32,000 tones to 5¢,000 annually. Conversely,
pubtlic proceszsing capacity fell from 24,000 tons to §5,000 tons.

This year. the single public sector mill capacitvy was
exoanrded to 20,000 tons per vear. Thus, there will conatinue to
he a marbel for soybean oll suppiied under the Title [1! erogran. -

fis witn the other 1mplementing agencies there have been
delavs 1n receiving data from BSFIC far estimatian of currency
generation purpcses. USAID and ERD will need to cantinue their
foilow-uag witn BSFIC to generate this data, ’

Iig, b. titocal Currency Generations, Programminog ana Projects
1. Ltoval furrency Generations and Gap

There has neen a lag 1n the seneration of local currencies
under botn of the two Title Il =zareemants. This lag has
ex1sted since the beginnino of tre pragram 1n 1978 and still
cantinues todgav. HAlthough much of the lag 1s due to the
inhereni nature of the orogram ana the way local curreacies are
gensrated, & &ajor cause has been the desireg of the mission to
limit generations to those mechanisms which directiy reinfarce
the policy chjectives of the Tiile IIl pragranm.

Currentlv, the program 1s structured so, that anlv those
coamoditias sold through non-subsidized channels at Gn&% arice
levels are allowed to be used as permissable generations. In
the Titie 1I11/82 agreemsent OMS was the only channel which
quatiiied for these permissable generations. As noted in
Sectiaon TII.R.3, offtakes from tne OMS channel have bean .very
sporadic and slow. OMS only operates when market prices are
above the 0HMS trigger price level. This has resulted 1n a
cummuiative gap of $257.5 millicn as of Jdune 1986, (fee Table
111.D.1 for total commody shipments versus local currency
generations)., T
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Bath tha misstgn and the BDG are cagnizant of this
genaration gap and are moving towarde a system which wiil
tncresase the amount of generations. With the signing of
fmenowent No. %. all channels salling at OMS price levels were
deemed to be permissable lacal currency generation chanpnels, In
the last 16 wonihs, the BDB has moved two major ration channels
to the OMS price levels. These are the flour amillers (FM) and
larga employears (LE) chamnels. [he addition of these tuo
channels to the GMS orica levels 1s expected to increase the
amount of generations which are permissable for programming.
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't 15 recommended that othar channels be reviewed as
poscible channels {or permissable generations in view of this
local currency generatian gap. In the new Title III program,
L the Madifia2d Ration (MR) channel 1s being considered as a
possibie permissabhle channel 1f changes are made ta make this
ration channel a viable, reliable targeted channel.
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ine missian should encourage and support the BOG to maintain
recommended reserve levels during the year so that ih2 shipment
arriviag dering the periad can be counted as permissable use of
commodities tuward loan fargiveness. ERD has mentioned that
this u1il oo examined further during the next agresment to make
sura tnal tne HWOF understandcs ihe full i1mplicatioen ci loan
forgivemess under this provisicn. The reserve levels
ectariished i, the Y 83 agreement st1ll seem valid, cut should
be reexaminuy pariodically ta reflect current conditions,
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both tne BOG and the mission have expressed a desire to -

: ceview the Binistry of Food's 1mclementation of the GHS

’ program. /s currently ogesigned. the OMS syslem is viswed as a
qoend snd pacecssary tool which needs to be fine-~tuned and
sireamlined to bercome less cumbersome and more attunmea to market
systems, sincte it is a major cittake mechantsm 1n the FFDS and

. for corrency generations under the Title II! program. A

recomnendation af this evaluation team is that during the first

vear of the 1987 Title II] orogram a study be commissioned to

review tha WOF process in i1mplesenting the OMS system and mal ing

ils gperations more efficienl and market responsive,
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. 2. Lacal Currency Programming and Approved Projects
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Since the lasti evaluation dated October 1985, there has been
cansiderabla movement within the Title III program tc progranm
local currency generatians available in the special account. 0Of
Taka #quivelent of %302 million generated, $259.6 million has
now heen disbursed.
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For tne TY B6 oeriod there are 10 projects funded by these
: generstilans. The amission is currantly i1avalved 1n projectis

£ within thiee orouns: (1) projects which directly benefit the

. inod svetems sector, (2} arojects which directly i1mpact on
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E PT,-480 TITLE IIX COMMODITIES/FINANCIAL STATUS
:
[ Authorized:
; i a) Authorized for USPY-1978 to 1981 (Per first Title III Adreement
i sigred ¢n August 2, 1978 as finally amended on June 26, 1981)
f i - C o ame
st 1,169,000 MT of wheat valued at H i 185.5 million
f:: 26,000 MT of soybean/cottonseed oil valued at : 15.0 million
Lk $ 200.5 million
L
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b) Authorized for USFY 1982 to 1986 {(Per second Title III Agreement
signed on March 8, 1982, as amended)

.,.
r*ﬁl‘r“
3
’

S

$ 368.5 million
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Shipment of Commeodities
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a) Pirst Program (by Calendar Year)
Quantity (In 000 MT) Cotton value

v
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b) Second Program (by U.S. Fiscal Year)

; ? Calendar Year Wheat Rice 'Soybean 0il (In 7000 bales) (In Million §)
i 1978 193.5 - - - 25.1

{i b 1979 347.1 - - - 55.1

tE 1980 426.0 - - - 67.9

FE 1981 207.4 - 25.0 - 43.3

TR

3N .. TOTAL (a) 1174.0 - 25.0 - 191.4

b

biE 1982 171.1  54.6 24.5 27.3 © 63.9

5 3 1983 227.6  35.4 23.9 ° 27.9 59.7

.3 1984 220.5  67.1 14.3 27.7 68.9

i3 1985 1/ 395.2  75.2333 14.3 33.2 94,5 54 )
;-fg pre] 1986 1/0%7484.0  63.0 25.0 58.3 82,0 °

3 TOTAL (b) 1,499.0 295.3  102.0 174.4 . 368.1

: “ GRAND

g TOTAL(a+b)2,673.0 295.3  127.0 174.4 559.5

3

o PR
7

1/ The figures may vary slightly with the availability of all
the shipping documents,. )
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Sales of Wheat by BDG Fiscal Year (In 000 MT):

a) First Program

I
1

4 efied,

. Open Market Sales (OMS)
Modified Equivalent Wheat Flour
. Fiscal Year Ration Wheat For Ricef/Paddy Mills Total

.

g

o

Ty

g

1979 53.6 53.6 - - 107.2 .
1980 213.4° 112.7 - - 326.1.
1981 87.8 0.1
1982 223.6 9.3
e T 1983 - 21.6 80.8"
i ' 1984 - 81,0 o :
: 1985 - 135.9 - - 135.9
1986 } - 43.6_- 7, - - 1 43:6°
TOTAL (a) 600.0 517.0 57.0 - 1174,0
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Second Program

1983 136.3 - - ' - 136.3
1984 35.4 - - - 35.4
1985 - 21.5 - 84.9 106.4
1986 ) - 4.0 - 104.5 108.5

TOTAL (b) 171.7 25.5 - 189.4 386.6
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GRAND TOTAL
(a + b) 771.7 542.5 57.0 189.4 1560.6
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Sales of Rice by BDG Fiscal Year {(In 000 MT):

e w

Second Program (OMS)

. w eyt e

&
L4

Fiscal Year Quantity, . 50?4’

3

i

- o !
3 a4 | 4 s e

T K

1983 37.1
1984 25,6 . «

43.7

9.5

4 ey e

e
Ly

1985
1986 .
TOTAL _ 115.9

Bvw Aty o
PTATAY R Rr e

,,
ek
¥

Ty
G

Estimated Sale of Soybean 0il by BDG Fiscal Year (In 000 MT):

ropet

T
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A

a) First Program

Figcal Year Quantity

TS S

A TAET T,
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i Fopips sty £
B i%"gﬂm.‘m B
.

1982 24,0
1983 1.0
TOTAL (a) 25.0 -

¥

o
T
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b) Second Progfam

o e el
LN 5\3‘ fb

1983 29.7
1984 20.0
1985 14.0
1986 13.3
TOTAL 77.0 -

GRAND .TOTAL (a+b) 102.0

oy

e

LA, 20 g rdyT P
i

paar- e £

R A ki S T

e



hasnd-o P N L
= erms &

e ma g e
[
LI

o Pt o

PARTEN
a0 AR e

o

TTESMIY N, e
o e -

4 v mm——,
-

e

& e g e

wn g
e
v

g
.r
. 'r

R

bR SRaARRrY Gy f 0 Y Py e e

s
T

L

T

1

¢t
LT AT,

T T TR
sty

vl

St e TR

-1

T ~ N .
- o Crieb s ey
P ST e Dol e

# s

g e e el

Pkt

. inmay b i
,':5'2'{ [ AE RV

S Sy

et B 586 Y B W
Labe RIS v

paf “ep

Sy
bt b

)

mr
R

. ..
BRI 2

T

o T AR LRI IR T R SRR T ¢ Ty
b

g e s rR—— A,
e n e — o
o veppr A Lo g

ke s

Estimated Sale of Cotton by BDG Fiscal Year (In 000 Bales):

Second Program

Fiscal Year

1983

1984

1985

1986
TOTAL

guantitz

27.3
27.9
27.%
18.2

101.1

Special Account Operation by BDG Fiscal Year (In ‘Million Dollars):l/

a) First Program

Sales Proceads Amounts Disbursed Amounts
Deposited into to Projects from Certified
Fiscal Year Special Accountl/_gpecial account 2/  for CUO 3/
1979 12,2 12,2 -
1980 55.0 55,0 12,2
1981 14,6 14.6 34.3
1982 37.1 31.1 45,6
1983 35.1 41.1 47.5
1984 10.5 10.5 14.4
1985 19.6 18.8 2,6
1986 9.9 10.7 25.2
TOTAL {(a) 194.0 194.0 181.8
b) Second Program
1983 29.8 14.9 0.2
1984 18.3 33.5 14.7
1985 23.3 .- - 3.1 30.7
1986 36,6 0" 14,1 5.9
TOTAL (b) 108.0 65.6 51,5, -
GRAND TOTAL (a+b) 302.0 259.6 233.3

1/ Deposits during BDG FY 1985 and 1986 have been lower than they should
have been because of using lower rates in computing the value of Title
III wheat and rice sold over the period. The BDG is being urged to make T

up the shortfall in deposit as soon as possible.

2/ Includes over a total of $26.3 million disbursed at different times for
expenditures made in the last quarter of BDG FY 1985 and for the whole .
BDG FY 1986. 'The disbursements are awaiting certification to Washington. 2

3/ CUO = Currency Use Offset
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PROGJECTWISE DISBURSEMENT OF TITLE III FUNDS BY BOG FISCAL YEAR
{ In DODUS § ]

4 [}

Sl. Name of the Praject 1879 1880 1981 1982 1983 1804 198% 1985 TOTAL

1 Procurement & Disbursemsnt

of Chemical Fertilizer 12,153 55,012 - - - - - 91,578 73,740
2 Deap Tubewell Irrigation ([DTW] - - 7281 8,684 15,172 16,073 8,624 €62 56,498
3 STW Irrigation [ell over Bangladesh} - - 7,281 4,698 7,829 6,143 1,679 681 25,314
4 STW Irrigation {IDA] - - - 711 408 - - - 1,120
& Karnafuli Irrigation & Flood Control - - - 1,517 1,047 290 - - 2,824
§ Barisal Irrigation [Phase II) - - - 529 707 298 - - 1,534
7 ¥uhuri Irrigation Project - - - 762 1,957 2,181 - - 4,920
8 Manu River Praject - - - 2,732 3,058 370 - - ¢,221
8 Ashugonj Shabuj Prakelpa - - - 66 - - - - 66
10 IDA Low Lift Pump - -~ - 693 M1 183 275 - 1,566
11 Support to Locally Developed Smatil
Pump & other agriculturel Implements - - - 32 - - - - 32
12 Intensive Agricultural Program for '
NorthrWest Region of Bangladesh - - - 5,753 6,608 7,902 4,801 - 25,081
13 Supply of LLP under Canal Digging Pro—
‘grem thry Voluntary Mass Perticipation - - - 13 - - - = 13
94 Low Lift Pump Irrigetion - - - 7,843 18,468 9,366 8,872 hp7 43,084
15 Command Area Davelopment - - - 3 - - - - 3
16 Establishment of Workshop Complex
in Private Sector - - - 3 - - - - 3
17 Foodgrain Warehouse Construction - - - - 367 1,122 - - 1,488
48 Pabna Irrigation Project - - - - - - - 2,150 2,150
18 Tessta Barrage Project - - - - - - - 5,849 6,849
20 EIP Type Small Project [IDA Aided] - - - - - - - 800 800
21 EIP Type Small Project {ADB Aided) - - - - - - - 661 661
22 EIP Type Small Praject [IFAD Aided) - - - A - - - 433 433
23 Construction of Fertilizer Godown .
under USAID Assistance - - - o - - - 185 185

TOTAL: 12,158 55,012 14,562 81,120 56,002 43,930 21,862 24,803 258,544
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PROJECTNISE DISBURSEMENT OF TITLE ITT FUNDS BY BDG FIGCAL YEAR (IN 000 TAKA) .

HANE OF THE PROJECT FY 1979 & 1980 Fy $981 FY 1982 FY 1983 FY 1984 FY 1385 FY 1984 GRAND TOTAL
3. Procureaent ¥ Bistribution of
Chewical Fertilizer# 1, 004,126.4 + - - - - - 350,000,0 1,354,126.4
2. Deep Tubewell Irrigationilocal & IDA) - 125,974.1  190,620.0 372,890, 0 404,068.0 234,171.0 20,0000 1,347,323.1
3. GShallow Tubeweil Irrigation - 125,574.1 34,986.0 192,100.0 154,471,0 45,000.9 20,600,0 912,73%.1
all over Bangladesh .
4, thallow Tubewell Irrigation{]Da)# - - 14,245.0 10,000.0 - - - 24,245.0
3. Karnafuli Irrigation Projects - - 29,684.0 25,0000 1,293.¢ - - 61,977.0
.8, Barisal Irrigation Projects - - 10,000.0 17,500,0 7,500.,0 - - 35,000,0
7. MNuburi Irrigation Project - - 15,209.0 29,050.0 §,817,0 - - 99,084.0
8, HNanu River Projects - - 57,479.90 75,728.0 9,292.0 - - 142,499.0
9. Ashuganj Sabuj Prokalpat , - - 1,250,0 - - - - 1,250,0
10, Low Lift Pusp Irrigation(IDA)E - - 14,245.0 10,000.0 4,590.0 7,300.0 - 34,335.90
1, Support to Locally Developed - - 600.0 - - - - §00.0
Small Pumps & Ag. Isplements#
12, Intensive Ag.Production Program
for North Nest Region of Bangladesh - - 126,798.0 179,960, 198,645.0 127,883.0 - 633,286, 0
13, Supply of Low Lift Pusp under Canal
Diggfing Prograst - - 270.0 - - - 210,90
14, Low Lift Pump Irrigaticnilecal): - - 142,239.7 £449,474,9 35, 42.0 175,432,0  25,000.0 1,047,587.7
13, Command Area Developaent® - - 98,0 - - - 58.0
16, Establishaent of Workshop Complex o
in Private Sectors ' - - 57.0 - - - - 57.0
17. Foodgrain Yarehouse Construction )
under DA, ADB, CIDA, JAPAN - - - 8,995.0 28,208.0 - 37,203.0
{8, Pabnra Irrigation Project - - - - - - 45,000,0 63,000.0
19, Teesta Barrage Project - - - - - - 207,100,0 207,100.0
20, EIP Type Ssall Projects (1D Rided) - - - - - - 24,200, 0 24,2000
21, EIP Type Ssall Projects (ADB Aided) - - - - - - 20,000,0 20,000.90
22, EIP Type Sxall Projects (IFAD Aided) - - - - - - 13,100.0 13,100.0
23. Construction of Fertilizer Gudown Under
USAID Assistance - - ~ - - - 5,000.0 3,000.0
TOTAL 1,004,126.4  251,148.2  657,740.7  1,370,705.0 1,104,326.0 589, 986,0  750,000.0 5,728,032.%

¥ Project Cospleted; ‘

# Project dropped in FY 1983 for inadequate performance}

+ Df the total amount of Tk, 1,004,125,400, Tk, 184,914,000 was disbursed during FY 1979 & Tk. 819,212,400 during FY 1980 for the Procure-

aent and Distribution of Chemical Fertilizer Project.
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1/
Application Position of the Certified Amount to Date (In Million bollars)—

2/
amount Certified Amount Applied™ Balance to
for CUO for Repayment be Applied
Title I Title III .
233.3 56,9 35.4 141.0
1/ The amounts may vary with the receipt of up-to-date

repayment/interest schedules from CCC, USDA.

2/ Reflects Title I repayment obligations offset through USFY 1985

and estimated Title III repayments offset through USFY 1386.
Does not show Title I repayments that became due in USFY 1986
($23,542,368.37) as the application received in this regard
has not yet been forwarded to-Washington.

Source: Ministry of Food, BSFIC, BTMC, ERD and CCC
Repayment/Interest Schedules.

Prepared by: A.S.M. Jahangir/F&AGR
January 25, 1987


http:23,542,368.37

Table III D.2

PL-480 Title I & III Repayment
of Bangladesh to US Government
By US Fiscal Year 1986-1992

-

Calander .
Year Principal Interest Total
(Millions of Dollars)
1986 12,71 20.07 32.75
1987 12,72 - 24.01 36.73
1988 17.10 25.46 42.56
1989 19.08 25.43 44,51
1990 19.08 29.52 44,60
1991 23.67 24.91 48.58
1992 23.67 25.44 49,11

Source of Estimate:

USAID Bangladesh.
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USAELE's agriculture and rural gdevelopment portfolia, and (3)
cro1ects whicn have been 1dentiiied by the BDS from thneir Third
Fiftn Year #lan which adhers to their goal gt food
seli-zuff:ciency, agricultural osreduction and rural
infrasiructure davalaopament,

inéntv-ana proiects were sucmitted to the USAID mission by
the nministey of Finance/ERD for consideration in February 1984,
All ai thzce proracts were from the BDB Annual Development Plan
for iwG5/Gs. Alter internal review within the Offwice af Food
and aariculture, UZATL/B concurred with 13 projects wnicn it
the sevplgpment obiectives ot the PL 48G Title III orogram ai
develoeing tne aoriculiural sector and rural infrastructure. A
fist of the orojects and the levels aof funding are listed below
in TnSiE I11.5.1.

filthough cselection of these projectis was done systematically
and wikh areat adherence to overall project goals and their
confurmance to the development of the agricultural and rural
infrastructure sectar, there was very little coordination with
other donors involved in the prosects to ascertain project
stains. The svalualion teaa recommends that USAID/E rake
additiznal time to discuss potentaal orojects with otnar primary
donar . and implementing aagencies to better ascertain oroject
ster1s and to fully develap cosrdination with other srime agconars.

{17 F. &G heaoorting Reautrzaents

woder the talle IIT/62 proscram the BDS has the fsliowing
TEpPOL LAY redulrements:

I. wnigment and Arrival Report - to be submitied by ZRD within
Ju gdaqs fsliowing comcletion or zach shipment.

£. wn&pori on bsual Marketing, funart limitationm, Utr:iiization
ant rublictiy - to pe submittea oy BODG annuaily 40 savs alter
the =.oiration of the agreement zupply period,

el

. HReportu on Commodities Rece..ed, Sales., Sales Proceeds
sznerated. beposit into tne Spacial Account and Subseauent
Distursement to Agreed Uoon Deveiopment Projects - ta ce
submitied ouarterly withan 30 davs {ollowing the end ai each
tuarter siarting with July 1| - 3eotember 30 as the ii1rst guarter.

[vp]

1

ihe first twe reports are received by the US Eambeszv
Agriculturai Attache's aili1ce. Although these reports are not
recet.ed 10 the most timelvy fasnion, there seems to te no mayor
arebicas witn basic compliirence o1 reporting requirements at this
Ui, wilh the wmxception cf Lhz report pertaining to catton
lapc. L cata #3timates to estagitsn the UMR for cotton., This
repcit fias pean continualivy aelaved,



L

*

TnE ma157 reazon for thig oziay has been ihat it 135 only the
crivate secior which tmoorts cattan through commercial

citanr: 3.  Since the datz on inics activaity 1s not praszented in

d tiwzly, u=eable fashion by the BEBES, 1n arder to comply with
this reooeting requirement, the ERD physically sends c2ople down
ta tie ouort cily of Chittagong to manually sift thraugn custioms
and coet dita to wdentifly the esact auantity of private cotton
importrz. The evaluation team recaonmends that a better systea de
estanilshed lo gather this :mper:t data by ERD to satisiv thas
revwirerent. ERD has infarmed tue team that they are in the
srocess of streamlining this ocperaticn so that they are able to
et tf12 gard on a timely basiz trom BBS and Customs witnaout
ohveically aocing down to Cmiltsacng every time.

"Tno tpird report ts recerveu and monitared by USAID/B/FAA.
There nave been continual problers with receiving these reports
1n a timelyv and useable fashior. Huch of this has been due to
tne iack of coordination among varilous implementing agencies
1ncliding ERD, ®MGF, BTMC, and ESFIC in providing the data
nseded. Yh=re 1s a gap betwesen the Lime that Lhe rcaomacdities
are z£3ld and when the funds are deposited inta the sgscial
actount, It should pe noted that the new Tatle III/1%57 progranm
has procosed 4 PL 486 Taitle I1] Cocordination Committes.
caonsistino af all the above mentioned BDG agencies, io be
responsible for monttoring the tmplementation of varicus
proviziaons ancluding the reporting requirements, Th:is should
Greatis tncr@ase the communicaticos bhetween the various
dintziries for more timely and retiepr quality reporting
scirvities.

Tuere 15 a gap belween the time that funaos are oi1shursad fgr
tdencsf1ed 1evelopment prorects and when it 1s reportadg as such
for lcan farpiveness purposes. Tnere are a numpber of
reconsaendations provided by the study on ®“Lacal Currency
Froaramning kelated to FL 483 Title JII" by B. Hoszain which
snouls be reviewed by USALD/E with the BDG for agreement and
inplementation as sugozsted 1n Sectiaon IIL.D.

Two additional projects were added by the USAIDB/B mission
us1lng procesds to be generated troam the supplemental ccamodities
received during the end of the FY B4 program. These were (1}
Construction aof Bridges and Culverts on Faood for Work Hoads and
t&) Aaricultural Research Gperating Expenses. The
1deatification and the use ol lscal currency generations for
these two projects under the Titla ILI program 15 a new
departure for the mission in manaqing the Title II1 local
currency aengrabtion orogram. For the first time since the
beoinang cf the Title I1il srooram, the mission has taren the
inlti-tiva 6 program locat currencias for projects airectly
relaten to the overall ULaiD portiolio rather than thnose
nro.eLts 1deatiiied by GEG.



T.i3 @ave was viaswed nagativaiv by the BDG as being against
tha e¢~.ginal intent of the Tivle IiIl/82 agreemept. The nission
wae aunle tc arcue tnat thess tws projects were being lunded out
cf zucplemental commocities over and above the original ©7 8o
agreaszal apd therefaore should not be af great cencern to the
Bp&. .éconelv. Lhe mission arqued that these two projgcts were
girecLis relatad to the Governseat's Third Five Year Flan af
INtreased 1ood production and development of the rural
1hira-tivcture,

ke &DG nas signed the PIL autnorizing use of Titie 111
fundz rtoar the dgricultural Research Operating Expenses. The PIL
reguestino use 01 funds for Bridses and Culverts was zenl ito the
Bita on dWovenber 4, 1986 and 18 eupected to be approved by Lhe
Bbo witmin tne month,

Tne evaluation team considers this new departure 1n
programsing of lacal currenciles to be a positive one. althaough
there 1s feeling within the miszicn that clase and direct
programaing al local currency praceeds far oroject purposes
otier tAan 10 cavepory (3) could seriously jeopardize the
gvara!ll prasgram goal of policy cralogue, This 16 of sertous
cancer. and ¢ore should be given to insure that projscis
select.d hase full BOG aporcval ang gocd-will.

Ir1s evaluation team recommenos that the mission cantinue to
praar.m th: :taral currency 10 wav: which will complimeat USRID's
pveraii aorirviture and rural desziopment proqgram ano ine BDGL's
tGo) »=<IT0r7.

. #samitorine ano tvaluatian of Froieclts

Toe miszion has a tull tise 75N employee whose maise
activity 15 to evajuate and moniior the PL 480 Titie [.[ local
curren v gan-ratian projects. F= has been with the ®mi1ssion
since 1781 and has done a good jcoe 1n msonitoring the §rogdram,
It 1z pnveicaily 1mpossible to vicit all project sites and
activities during & program vear, out the mission has actively
trigo to menitor as much as possiole with at least soamz oroject
siies of every project beino visitad 1n I8 months, In aaditien
te tnese UBAID monitoring trips. BL0G and other donor recarts and
vig1is are usecd to monitor the crogram,

Tig aveliapie trip reports sna data on the on-going projects
tndicste that thev are in general doing a satisfactory rob of
MOv1Gi tGwards attaining the BDG goal of agricultural and rural
1Inirasirurture developrent. Thie 1s not to say that these
aro#.ie ore not experienting da; ta day inolementation oroblems
a3505.¢LE0 with warking in a develaping country nor 15 s3av tnat
tnav ~vw2 soarsting 1n a cotimal solicy eavironment. Bur
canzider1ne as: aspects ol the srorects i1ncluding USAIZ/E'S
share uf contyibutians to total seoject funding levels, mastiv


http:towar.is
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pzg *hen wvn of total orojact costs. project i1mclemantztian

fi. vies of tne GHU recommendatilon to use darect USKIL/B
maniiaring far skl lecar cuerency brojects, tha last avaluatian
rECORSEaERI & tomaramise positian of USATD/E using secondary
moATidt1na activivies for thase aorojects funded by othar
"Lanpds -.a" dJonors trat 1s, IBRD., #20B, EEC, etc., and diiect
mpniicring of those projects wnich are funded by “"checr-writing®
dcnor: that i1s. -hawait and Saug: runds. The mission is in the
procez- ni tmeclementing this comzromise positian but, due to
sCarce aanpoaes and possible additional workload assaciszted with
ithe rew Title III orogram and cther activities, they are
unceiiain as ta how much more tney are able to do.

in view of the above sgituaticn, this evaluation taam would
:v0 that tne mission cons:car funding only those projescts
Wwiaich are2 grimartly (undad bv otner "hands-on" donors and
Laaib &, In the curient era of &Rd and cuts i1n the operating
budyerz: of AIG. 1t 1s unredasonable ta expect additional manpower
le ve aszigned 1o J3ATL/E and gosiations must pe streamlinee fo
perinean acre efiicieativ. This :z another reason the
proor....ini 1 local currency gwui.rati1ons 1o those preoygcls
which « sve ma.ae USALD/B funding 13 attractive,

e

o

tner prosacts which do sot 1. the above criteria could te
con3tsered if ina wissian ie2lt tmat the implementing agzncy of
tne Ling was spacticing zound accoohiting and audit aperations
ana. tieat, taerefore, the wncnitciing, evaluation and ragcrting
of *he=: avcancts wouid nol Be o ncoblen.

i%cee the last avaluatian arc the findings af tne LAD team,
USmiv’b coswissioned & studv on .ocal currency prograwsiing.
Tlite 3:11y wa3s carcted cut bv & .scal consultaat. BGhoisa
Hossdil+. ana lioted at the wroaorzawing of local currenzies
: i. selectiocn sf pro,=cts and 2. aatntesnance of
f =z.panditures ano repsriing requirements. FRitnouan
the members s{ this evaluation te:w are nat accountants nor
auoitors, ithe recommendations in unis study seem souna and
practical. The evaluation team =strongly recommends tne missian
and the BDE to throughly review toe study and agree to measures
which must be 1nstailed.

“Ancthar recommendation is that the mission request ihe RDB
to outitne in more detail the wse of lacal currency wnich is
requestaed by ERD. This could be oone in the ariginal letter af
fegue .t bv adding line itemns under the total gproject amgunt
racuk~ted. This would have the vositive effect of andicating o
Jialiafl snder what line itew the tunds would oe used.

Curcrenrlvy, Lpe alsstion 1s snlv 6i1.2n a general overall cudged
Fraurz tar 4 certain project witrsut indications as to what
aspecy i the iccal currency buecet 14 will be used ic. 1n that
orcyec . Ia aadition Lo aqiving wn2 mission a better taea of the
uze o! funds. this would also aliz. for. a better audit wran!
snoula trnere be nged (o cne.



e

/ L
o A - BANGLADESH DISTRICT MAP
=S L.:"\ -
e - ! .
.‘ew‘.“.h‘f"‘bgkﬂ}.J \ f"\. LEGEND .
rd - . L-_ .. INTEHNATIOHAL BOUNDARY — — -
Yiraxuxceond 7 5 DISTRICT 'WOUNDAKY —_—_—
f P L AL omnnnr . . .
/ s LHILPRALAR] > HIVERS P
. Y ’J /
f_ﬂ ‘f b / -
\~\\J \-4\ \numcnnu .
\umr.JPuu \H ANGPUH Y
. N " 9 -
\:v.-\. \\ . . * - .
- \ v o~ 4 -
.)‘ hY )
.
~ey N I NDIA
— A8 aROLH y . c—- .
f ?.mmuaufrf" ‘ } T uaadie e SRR N T i W
_’ Lal e (sueunuu PEE ¢ ¥
"\ JEn 1 ,/ ~_ f \\ . \ SUNAWGANJ
| . Y [ a--.{ \
<, NAOGAON ,l, BOGHA AmaLPUR ¢ NETROKONA 14
- - . - ‘J
:nuau&u.;,?-\q 27 %A v "'; ':
- WUYMENSING -
N 7 v (‘,._l V™ e SINGH L -
- Fad R
‘\n\usmm \ ! N g
\ (’ NATORE \SEHAJG‘“NJ \l ¥ ﬂISHOHiGANJ
- N
-"’r- . /)
’
'ﬁ J' GAZIPUR J \2
: ,-.,( INaRSINGDI
b'\ -.JT'
| : iale T
S KUSHTIA \ummc;:?w““ RAHMAN BARIA ! N D I A
r“‘"“ﬂ‘”“ yﬁ'v"'{ HA IWAR! ) e p ) TN noo-
X, - ) - N s - S~ seaRavahGanNd W LA
. ~fuumuca l’ 1)_/--\ \ \ 1
‘~ ¢ ") N faRID \ | ll \
;oL Aisouka s FARIOPUR COMILLA \ Ay .\
r" l-\ i, o v . I3
X . A 4 ~ - N g ~ . .
\.-::-15:-"’%?1’ Y—\f ‘3.\- h" l‘f ‘S:RLI.I‘[‘UR \ \ A { ‘HAGRAETARI b
! La C i A }
o  NARBILR S .f".'fﬂmp”f c"‘“';p-?? Lhy \ . \} r
INDI A (J:ssoae \ _"‘cow.:.mm Vomy f“u -~ Sl a \ _)’ oo \
( Al .l. ) LuSnmpuR . WL o :
RN o N, - FENI v RfaNGaRs ) {
Fd - +
‘} e 4" s . BERISAL \ \Euunmom\
- - v A Y ! 4 ? \—g 1 .
(SATHHIRA ) Fd > }r\ = HiLL T“ﬁff‘i\
“ o ’ IS r N, 7 (
1 A
N / \BAGERMAT { (""“‘-“”' L/ \T\\ s }
' I . ! [ -t CHITIRGONG |
j FKHULMA § ”"“OJ’““" m | KAPTAI
H A ] L_/ ’ ~
\ \ i ,PATuAtﬁnu e -
J 7 W -~ | N \
Vs . \
. . - ! V.o
. PaTIYA | WA
\anuuanenu\
a
=z




ANNES - 1.

5305 Consulted
(Qutside tne Misstan}

Secretary, AJL.HM, Kamaluddin Onowdhury

dJoini Sacretary, Islam Uddin Malik
birector-General, Svyed Alamcis Farrouk Chowdhury
fisdrtional Direcror-HIS, K. Zoram Mahiuddin
Additacnai Director-IDIS, Rural Affalr

japutv Cnief-FPMS, M. Glasnuadin

Zepity Chrei-FPC, Abdul Hua Hian

Esnclaazeh _Sugar_and food Indusirizs _Corporatian

firector-Marretina,. Haciauddin Ahmed
Directar-Finance, Hoazzam Heozzain

Janl

"
e |

1}
Mt

Jesh Te;tile Hills Cargorazian

Shiirman., Abu Saveed
Birector-Fid, A.S.H. Shanaid

Externtl Kesquices Divl

1]
[
'O
0
T,
=
Fime
=
o
ale
-
-
[
[=]
—
-
e
a
178
3
n
m

etary, Akktar Al1
retary, M. NaZi1muaz:n
ifificar, Shaniduilar

m
3 =

Agracultural Develcomsnt _Corporatiscn

an

13=
=]
12
[
=3
tpe
17

Walcter Koct
Werner Roader

“Savid Hill

World Food froacam

flichael Sachett



AMNEX - 1I.

Amendment to_the £.0. 480 Tatle I/III hAuceement
with_the Feople’'s Reoublic of Banglzgesh
SUMHARY
Date Siconed: August 28, 198& {Twelfth Amendment toc the Agreement

of March 3, 1982)
I. rovrodity Tafle:

Supply Period Approximate Maximum Export Estimated

(4.5. Quantity Harket “alue CEC Cast
A. Lanmodaty Fiscal Year) (etric_Tons) (US$ Mrilion) (US$Miilion)
Whaat 1984 118,000 {g.¢ 12.0¢
Gcwead Transpertation {estimatea differentiall ——— 2.9
TOTAL 2.1 14.9

B. Fy 1v3s Cusgulative Program (dmendments 1,12}

hica 11/ 1984 33,000 1.0 10,0
tetion 1§/ 198¢s 33,300 (balas) fe. 0 10,0
Whe ot 12 196 124,000 52, aZ.u
Yewztable L1l 117 i7gs 16,000 ISCRY 0.0
fic> n irsnzportation {ectimatag differentrall - i1.2

TaTal 8&.u 23.2

C. 1 1~85 vunulative Fracram (raendments 8,5%.10)

Aize G/ 1735 67,000 =3 Y 20,0
Carion oy 1383 28.300{bales) {.0 10,0
wheet 757147 1585 356,000 54,5 54,3
Vegetablie Gil 8/ 192835 Ia, 500 10,0 i¢g.0
Jezan Tranzportation (estimatza differentiall - .1

TaTAL 34,3 39,6

Rice &7 1664 59,000 18.0 1.0
Lotton of 1984 26,000{bales!) ig.0 10,4
Wheet A/ 1584 187,000 I 3.0
Yecetable 011 &/ 19e4 . 12,000 F.0 7.0
Ocean Transportation {estimaled differential) iale 4.8

TOTAL &G, 1 74.8

Fecinores are cn pages =, %, ana I,



ITi.4

V.

Y 118 umulative Program (ssendaents 3,4,35)
wnest /97 19s> 230,000 26,9 28.79
itce &/ ; & 17,000 1o, u 10,0
Sa.tean/fattion
zeed Uui T/5/ 19673 27,000 10,9 10.%
Cottan Sy 1985 31,000 {bales! o,z 0.2
Oczan Transpertaction (estimatszd differential) -——- 7.4
Tainl &0, 3 87,14
Py %2 fumulaitve Frogram {(Aaendment 1,2)
Wrze 2/ 1562 175,000 25,9 25,9
hicz 1/ 1582 85,000 15. 4% 15.4
Savizan/fotiton-
seed U1l {784 30,900 13.3 13,5
Cation 1982 28,300 (bales) g2 19,2
dczan Transportation {estimatiea differential)d —— 5.7
TOTAL L4, 0 70.7
farmgit Jerms: Convartible Loral Currency Credit {CLCC)

tn1tral favment - None,

Currency dsa Favment - WNone,

., wurrency Use Gffset - Uo 15 one hundred +1006) percent of ten value
of financing srovidea upger this agreement to support the Foad ror
DzveloLaeni Froaram. ’

PBumbar of Installment Favaents - Thirty-ene {(I117.

E. #aount i Each Installeen: Pavment - Approximatelv egual annual
smounts.,

LU o A

=

F. ubvue Daie of First Inztallment Payment - Ten (19} vears after dats

af ltast delivery of comacdities in sach calendar year.
5. nitti1al Interest Rate - Two (2) pergent per anaum.
H. Zontinuing Interest Rate - Three (3) percent per annua.
Usugl Marheting Tasle:

Import F=71i0d Usual Marketing Reoulrement

Coamodity 4.8, Figcal yaar) - tMeteic Teas) . _..__
Rice 19864 g
Lottan 1982/83/84/65/Es $00,000 {pales!
Ygoatable D1l 198y ¥
dhieat 19288 §00,000

Expory Limitation

wy
e

Euport Limivation Pericd:

The cuport limitation periad £nall be United Statec tizcas vear 1985,
ar any subseguent Unitea 3tarss fiscal vear aguring which commodities
financey under this agreemenit 2re being i1mported or wtilizad.
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Far s.rpase of Part I, Arviclzs II1 A (4} of this agreement. The
romrodittiazs whichn may not Ge exported are:

f. Far wheat - wheat, wheat flaour, ralled wheat, semolina. farina. and
walgur 6P the same product under 3 different namel:

F. ifor sevoaanfzotionsaed o1l - all edible veacetabie o1ls including
candl uil, zovpean oil, coitonseed oil, sunf{lower 031, sesase oil,
. a0Az321 0ltl, and anv oathai adible vegetable at1 cr oil-bearina
_w=2ds5 {. 6@ #atch thoswe oii:z <4re produced:

~r .

Do . oricé ~ rize in the for- of paddy, brown or miilied: and,

an

4. {zr rgtton - upland cotton, except Comilla variely. and cotton
reastries (1ncluding varn anc waste), except for finished articles
s:gg entirely from (aor:ic and/or yarn imported wnder bond salely
tar exEort.

Tae {1est amendment (7/12,82) .rzreased the export markel value of rice
J iitan to $15.4 millicn and increased the quantity of rice

oruevided vader the agreement &, 22,000 MT to 55,000 MT. ALl cther

terw- and cundilions af tre #arcn 8, 1982 zgreement remainea the came.

ihe .Lecond enendment (8/24/52: reduced the value provided to wheat by
FL00.L00 ana tne vaiue of cotten provided bv $20,00u. The values of
sayL=infccrtonseed oil provide: was increased by $220,000, All other
tere  and ¢(onditilons of the He.oos B, 1982 apreement, as amended,
refietsed the same. ’

ra Amendment (12/39/821 increased the export sarket vajue af

y €17.1 m1llion to %43.5 sillion and tne guancity by 109,000
Agt~1¢ tans ta 275,900 mecric ssns.  The value of soyozan/cottonseed
c1i was 1ncreased by $4.5 milizon to $18B.¢2 million and the guantiiy by
{0,000 meryic tons Lo 40,507 fziy1c tans, All other terms and
conaitions Gi the March &, 1%v. agreement, as amended, remained the
Safe,

The [ha
whed! b

Tne Fourth Amendment incrzased the export market value of race by $1C.0
militon to 328.4 million ang trnz ouantity by 37,000 aeiric tens to
F2,000 metric tons. There wWwas a modification to the Foad for
bevelopment Program (Annex B) itimiting use of wheat provided under Lhis
figruenent to open market sales. ar reservaes, All other terms and

cenditions of Lhe March 8, 1952 agreement, as amended, remained the
Soeme,

The riftn Anendment increased -he export market valus of wheat bv $1{.8
million to $34.8 mi1llion and tne quantity by 90,000 netric tons to
265.w0d metelc tons.  Tha ather 40,000 metric ton increase in the
guwantliy covars ine addivicnal amount that was purcrzses under the
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Tn:fs fAmendsent becauce of .ers favorable prices. Tne value of
gveian/oetionseed o1l wes ing-eased by $6.4 million to $:4.42 million
ana the quantity oy 17,9¢0 metric tons to 57.90 meiric tons. The value
31 wutton wds 1ncreased ov $i%. . millign to 519,38 miflion and tne
mantriy by 31,0090 bales to 55,700 bales. All other terms and
tsadltions af the darch 8. 98- agreement, as amendea, remained the

-
Sdmlz,

ut

This sisth nmendmant (10/25/687, increases Lhe export market value of
wheat by $35.0 mitlion to $85.6 million and the auantity oy 197,004
ma'ri~ tons to 502,000 matric :rsas, The value of rice 1s increased by
£15.. mi1llicn te €40.4 miilicn and the quantity oy 29,4000 metric tans
toove-c, Uy getris tons, The vslue of vegatable o1l 15 increased bv
$9.0 mrlilian to $23.42 mallion znd the quantity oy 12,000 metric itons
Lor uty mater1e tons, The valua of cotton 13 1ncreased by $10.9

Yion to 92%.3E8 million and uthe gquantity by 26,000 bales to B8E, 30U
3. 11 aother terms and corditions of the HMarch 3, 1982 agreement,
z amended. remainsd the zanme.

fhis Savenin Amendment {B/22/84: increases the euport market value of
1c2 by »2.7 million to $42.4 mi1llion and the guantity by 5,000 meiric
vans to |

S1.000 aetric tons. ail other terms and conaitiaons of the
192 acreemant. =5 ancaied, remained the came.

ament (1G/3/24% :acreases the export value of wheat By
$12:.8 mvilior ang the guaniity by z1iv,0u0 metric teons
1¢ toas, The .alge of rice 1s increaseo by 520 million
an and tne auanuliv by 67,000 metric Lcns to 2IB,90u

Tne value 5t vegervable oil Is tncreased by 3i0 million to
47,4 miilion and tne suanties oy 12,300 aetric ionz to §1.500 metrac
Loz, The vatue of cotton s :ncreased by 410 mililon to $39.38
mile:an ana tne guantity ny 24,740 bales to 113.80v tales. All sther
i<rws and cunditions of tne h:rcon B, 1932 aagreement, 43 amendad,
rama.ned Llnz sam=.

IREL" .2 Lahs.

ot

g Linth frendment (12720754, i1ncreases tha export markel valuz aof

whez=t by 217.0 mi1llion te $137.8 million and the guantilv oy 1i9.ud9
tric tons to F40G,000 eetric :ons. Amends Section D to 1nclude

sified reporiing requirement ;. All other terms and conditions of the

farcn B, 1937 agreemenit, as anended, remained the same,

i

The tenth Amendment (3/31/84) increases the export markel value of
ahgat by $2.35 aillion to $140.7 million and the quantity by 18,000
agl 1c tans to Y9B.000 metric nsns, All other terms and conditions of

tir Larcn B, 1982 agreement, a- znended, remained the sare.

1,0 we

—
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iha Z.evanin Amendsent 112701783 1ncreases the exoort aarket value of
ahgst. by 13f,u ailiion to $1284.3 million and the auantity oy 205,000
Agnitc 503 e 1,244,000 metric tons. The value oi rice is 1ncreased
Gv =10, mi.lian to $7%.4 miliicn and the guantaty bv 33,uud ametric
{oas ta I53.00¢ metric tons, “ne value of vegetabie cil 1= increasad
ov z:w. mitlion to $353.42 miilssn and the gquantity by té&.000 metric
1Gnas Lo 97,500 melric tons. "me value of cotton 1s increased by $10.0
mii.ign 1o $49,% ai1llien and tne gquantity bv 33,300 cales to 147,100
bais3:. Aii otner Lerms and ccnaittions of the March 8, 198L agreement,
i manded, remarned the zame.

The fwelvin Armendment (B8/C8/8L. 1ncreases the expart market value of

whes! ov $17.0 militon to $192.7 million and the cuaniity by 1318,u00
meteic tons fo 1,284,000 metriz tons. All ather terms and conditians
ci tae Harchn 3. 1932 agreement, as amended. remained the same.
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g ANNEX IV
ANNEX B

PROCRAM DESCRIPTION

Bangladesh Title III Agreement of March 8, 1982
Item I. Purposél

A. Overall Development Effort to be Addressed:

This program addresscs tvo essential aspects of the Country's
developument: dncressing agricultural production to help meet the BDG's
goal of foodgraln self-sufficiency by 1984~B5; and encouragement of
private sector activity in order to stimulste overall economic development,

B. Proposed Title III Program:

The purposes of the Agreement &re to assist the BDG 4n accelerating
increases in agricultural production by maintaining incentive prices for
farmers, fwproving food security by holding and properly menaging reserves,
reducing the food subsidy through the phase down of the ration system,
woderating consumer price incresses with the open market sales program,
and providing resources to support specific BDG agricultural and rural
development programs; to encourage the development of 2 private sector
cotton spinning industry; and to promote the private marketing and
processing of foodgrains and vegetable oil,

Item II, Background and Setting:

The first Food for Development Program for Bangladesh was signed on
August 2, 1978 and was amended six times, the last time on June 26, 1981.
That Agreement &5 amended, authorited a total of 1,169,000 metric tons of
vheat and 26,000 metric tons of soybean oil valued at $200.5 million.
Actual shipments amounted to 1,175,000 metric tons of wheat and 25,000
metric tons of soybean oil valued at §$191.8 wmillion.

The major objectives of the first program were: (a) maintenance of
incentive prices to farwers, and other self-help measures to accelerate
agricultural development; (b) implementation of an OMS program with paddy,
rice and vheat to moderate price rises; (c) maintenance of adequate
reserves; (d) phase out of major elemente of the Public Food Distribution
System (ration system) by ‘the time foodgrain self-sufficiency is achieved;
(e) wholesaling and retailing soybean/cottonseed oil through the private

sector; and (f) utilization of Title III proceeds for agreed development
projects.

The program represented by this Agreement 18 the second multi-yesr Food
for Development Program for Bangladesh., It incorporates mew provisions to
encourage private gector development, not only in the foodgrain and
vegetable oil sectors, but alsc in the area of cotton textiles; it
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employs the concept of s flexible commnodity mix, with the composition of
each year's program adjusted to meet changing circumstances and commodity
availabilities; and it reemphasires all the major elements of the

original Agreement as listed above with an additional focus on foodgrain
stock management. The total export market value of the three year
Agreement is not legs than $§165 million with the FY 1582 tranche set at
$55 million, The amount of the FY 1983 and FY 1984 tranches is programmed

at $55 million but subject to commodity requirements, program performance
and availability of funds.

The second Food for Development Program can be viewed as the beginning of
the third phase in the history of P.L., 480 Programs in Bangladesh, The
first phase (1970/71 to 1974/75) involved the provision of wheat, msinly
for emergency relief purposes to avert famine, The second (1974/75 -~
1380/81) also involved the provision of foodgrain to augment domestic
supply, but the emphasis shifted to development programs to promote domestic
foodgrain production and to contribute to the creastion of a foodgrain
security system. Major achievements during the second phase included the
establishment of a foodgrain security.system including & procurement
program to support prices and acquire commodity for reserves, an open
market sales mechanism to release commodity to dampen seasonal price
upewings, and expanded foodgrain storage facilities. Foodgrain production
has increased and is expected to continue to do so with actual production
in future years varying with weather. Therefore, as Bangladesh moves
toward foodgrain self-sufficiency the need for foodgrain shipments will
gradually diminish, The Sixth Amendment to the first Title III Agreement
began to take this change into account through the provision of some
soybean/cottonseed o4l instead of shipping all wheat as had been the case
in cthe past. This, the second Title III Agreement, is designed with
commodity flexibility as a major program characteristic from the outset.

With the inclusion of cotton in the program, the theme of expanded private
sector involvement which has been characteristic of the Title III Program
in foodgrains and vegetable oil 18 carried into the cotton spinning
industry. At present, the cotton spinning industry is entirely in the
public sector and suffers from inefficiency and underutilization of
capacity., In this Title III Program, the BDG agrees to create a policy
environment in which a private spinning industry can take root and develop.

Item IITI. Program Description:

The P,L. 480 Title II1 Food for Development Program has seven distinct
components: (a) maintenance of incentive prices to farmers, and other
self~help measures to accelerate agricultural development; (b) implementation
of an OMS program with paddy, rice and wheat to moderate consumer price
increases; (¢) the improvement of overall food security by the holding

and proper management of adequate foodgrain reserves; (d) phase out of

mijor elements of the Public Food Distribution System by the time foodgrain
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self-gufficiency is achieved; (e) the devalopment of a private spinning
industry; (f) wholesaling and retailing soybean/cottonseed o0il through

the private sector; and (g) the utiligation of Title III proceeds for
agreed development projects.,

In FY 1982 the program will provide commodities with a total export market
value of $55.0 million, with $26.1 million designated for the purchase of
vheat; $13.3 million for vegetable o0il; $6.4 mwillion for rice; and

$9.2 million for cotton, At moet recent price estimates, these funds are
expected to purchase approximately 175,000 MT of wheat, 30,000 MT of
vegetable oil, 23,000 MT of rice and 28,300 bales of cotton. However,
price changea by the time of purchase may result in greater or lesser
amounts being supplied, The wheat provided under this Agreement may be
used for reserves, modified rationing, or OMS. The rice provided under
this Agreement may only be used for OMS. The vegetable oil will be
refined by both public and private mills and will all be wholesaled and
retailed in the private sector. The cotton will be distributed to mills
by the Bangladesh Textile Mills Corporation (BTMC) as needed. Any
private sector mills that open during the time this Agreement is in force
will be provided with a proportional share of cotton.

A, Incentive Price to Farmers:

The primary objective in the establishment of procurement prices
and their implementation is the provision of incentives to farmers to
produce more through the adoption of high yield varieties and associated
technology. Foodgrain production will be encouraged by the establishment
and announcement of procurement prices for each major foodgrain crop well
in advance of the planting seasons (July 1 in the case of aman and
November 1 in the case of boro and wheat). The agreed procurement price
will be maintained throughout the season and all grain of suitable
guality available will be procured regardless of lot size. Full and
adequate use should be made of private intermedisries particularly, to
increase procurement of rice, paddy and wheat from swall farmers and
Temote areas that would otherwise not be served. The BDG Medium-Term
Foodgrain Production Plan of Pebruary 1981 identified three means to
improve foodgrain procurement. This Agreement requires these actions to
carry out the program, They are:

1. Construct feeder and access roads connecting villages,
market places and procurement centers.

. 2. Increase Government grain storage capacity, provide
procurement fund allocations, and improve organizational efficlency, so
as to remove existing constraints on timely foodgrain procurement from
farmers by the public sector agencies.
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3. Expand private grain trading by liberalicing the anti-
hoarding legislation, improve traders' access to credit and supply better
market information to farmers, consumers and traders,

B. Open Market Sales Program:

The major emphasis of the OMS program {s to make wheat, rice and
paddy available at reasonable prices throughout the country at times of
unusually high market prices for foodgrains., OMS pales are expected to be
triggered both by major interruptions in the long-term supply trends and
seasonal price variations. By the time foodgrain self-sufficiency ia

achieved, OMS will have replaced the ration system as the principal means
of public food distribution.

1. The OMS price structure: There are basically three aspects

to the OMS price mechanism - initial prices, the adjustment mechanism,
and minimum prices.

a, Initial Prices: An initial OMS rice price will be set
approximately fifteen (15) percent above the rice procurement price of
190 taka per maund (with transportation bonus), except for the statutory
rationing (SR) areas where-the difference will be about twenty (20) percent.
With OMS rice retailing about ten (10) taka above the OMS price, the aim
will be to constrain the seasonal movement of coarse rice prices within
a range of twenty (20) to twenty-five (25) percent of the procurement
price. OMS paddy and wheat prices would be set at their appropriate
ratios to the coarse rice price. For wheat, this is about 0,60; for
paddy, 0.65 less a milling margin. The initial prices are:

Procurement OMS Price EMS Price

Commodity Price Basic SR Areas
Rice 190 220 230
Wheat 124 132 138
Paddy 124 137 144

b. Adjustment Mechanism: OMS rice, wheat and paddy will
move at their established prices whenever market conditions warrant.
Changes in OMS prices will be dictated by the movement of coarse rice
prices only. Prices will be adjusted on a sub-division basis according to
a price schedule promulgated by the Food Ministry in Dacca. The basic
principles underlying the price schedule will be that (1) OMS prices will
bé adjusted, upward or downward, whenever the sub-divisional average coarse
rice price has moved ten (10) percent from its level at the last previous
change in prices; (2) the amount of the change in OMS price will be one-half
the percentage change in the coarse rice price itself (i.e., if the sub-
divisional average coarse rice price reached 241, the rice OMS price would
move to 230}, wheat and paddy OMS prices will move so as to maintain the



& -

F .
h" st I

v-5

initial wvheat, rice and paddy ! rice ratios discussed above; and (3) OMS

prices in SR sreas will always be five (5) percent higher than OMS prices
elpevhere.

c., Minimum Prices: In no event will the rice OMS price be
less than fifteen (15) percent above the rice procurement price (including
transportation bonus), nor will the wheat OMS price be less than five (5)
take above the wheat procurement price. (Since paddy procurement prices
can be presumed to move in tandem with rice procurement prices, no similar
provision is required with respect to the paddy OMS price.)

2. 1If operating experience with the OMS program proves it
necessary, the BDG and USC may use implementation letters to agree on

changes in the OMS price setting mechanisms and percentages indicated
above.

3. The BDG will provide sufficient commodities to all areas to
satisfy all dealers (licemsed or unlicensed) wishing to l1ift OMS wheat,
rice, or paddy. Sales will be in any quantity with a lot size of 10 to
200 maunds except that unlicensed dealers may be limited to 150 maunds
(about one 5-ton truck load). The foodgrain dealers will be free to resell

their OMS rice, wheat or paddy in any quantity, at any price, to any buyer
in any location,

4. All the wheat covered by this Agreement may be used for
open market sales, If foodgrain stocks fall below 500,000 tons, the BDG
may suspend open market sales, postponing the use of commodities provided
for open market sales under this Agreement until a later time.

5. Recognizing that open market sales of rice and paddy can
have a greater impact than open market sales of wheat on rising prices,
the BDG will include rice and paddy in the open market sales program.

For paddy OMS sales, the BDG will be allowed to use wheat provided under
this Agreement on a ton for ton basis for flour millers. For rice sales,
every two tons of OMS rice sold will allow the BDG to utilize three tons
of wheat provided under this Agreement for the Government distribution
categories designated as flour millers. The BDG will deposit in the
Special Account the full CCC value of any wheat supplied under this
Agreement that is exchanged for rice or paddy and used in OMS, These
ratios may be reviewed if relative prices of wheat, paddy and rice change.

6. The BDG will advertise locally the official OMS wholesale
price through the public media. TIn addition, the OMS price will be
posted at the point of sale in the foodgrain warehouse (godown).

€. Reserves:

The allowable uses of Title III wheat include its usge for
foodgrain reserves., Eligibility for offset credit for Title IIT wheat
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used for foodgrain reserves is based on the maintenance of sdequate total
foodgrain reacrves and on conduct of OMS a&s required in Section B above,
El4gibility will be determined on individual shipments and will be based

on benchmark total foodgrain stock levels during the year following
shipments, The benchmark stock levels for all foodgrains are 1.1 million
tons on July 1 and 0.9 million tons on November 1. One year after the
arrival of each year's shipments in Bangladesh, the BDC may seek commodity
use offset, in the equivalent dollar value of the financing of t