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Part I Mission Certification of Continued Validity of the
Bangladesh DAP.

It is the Mission's judgement that the Congressional
Mandate's emphasis on the rural poor, upon agricultural
production, and upon population control, remain of the utmost
importance in addressing the challenge of development in
Bangliadesh, The DAP develops the theoretical reascons for
addressing these program areas and provides a unity of purpose
for all of cur assistance, The DAP also emphasizes the importance
of PL 480 program in implementing the Congressional Mandate,
The Mission devotes much of its time to the analysis of the use
of imported food for this purpose,

The DAP will retain chapters II - IV which provide its
theoretical unity and rationale, In the future the DAP will
reflect the research that is being started now, e,g., land tenure,
and of the evaluation of on - going projects., From this will flow
new areas of strategy guidance, particularly refined policies
regarding PL - 480, redefinition of the hierarchy of interests
in land, and consumer goods production in market towns.
Expanded treatment will be given to population, both incentives
and delivery mechanisms, market town development, and nutrition,
Evaluative experience dervied from our own and other donors
projects, research, and PVO activities may call for a rethinking
of our strategies in agricultural extension and rural information,

Over the course of the next twelve months the mission
will be developing draft strategy papers on the above areas,
These will be reviewed in the context of the present DAP's
theoretical model and in light of project experience, Greater
BDG participation in the analytical processes will be sought,
A second DAP edition should be published by/during CY 1978,
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Summary Table T

Funding Levels for FY 1976, IQ, FY 1977, FY 1978

($000)
Interim
FY 1976 Quarter FY 1977 FY 1978
Food/Nutrition 19,792 5,159 145 ,01L 81,138
Grants 1,792 509 1,514 1,438
Loans 18,000 5,250 43,500 79,700
Population/Health 2,626 - L,9L2 11,872
Grants 2,626 - h,9L2 7,372
Loane - - - },500
(Population)
(Loans) - - - (L,500)
(Health)
gcrants) - - - -
Loans) - - -
Education 250
Qrants - - 7T0
Loans - - -
Section 106 2,61h - 910 1,361
Grants 31k - 910 1,361
Loans 2,500 - - -
Sub-~-tetal 25,232 5,759 50,866 9h,621
Grants 4,732 509 7,366 10,42}
Loans 20,500 5,250 143,500 84,200
TOTAL 25,232 5,759 50,866 9k,621
HIGs
PL 480
Title I 16,600 - 132,790 132,000
Title TI 7,000 - 1k, hoo 1h,400
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= 0023 (1a1) 3 [18)|m w7 1 |a,000 25,000] 29,000
3/ 0030 | Fertilizer Storage * QM 130 L - 5,50 - | - 5,250
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+ 0022 (IIT & IV) 2 g™ R 10500 25,000, 52,
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(Phase I & II) 3 l78) ¥ 200 L 16,00C 9,000/ 25,000
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Footnotes to Summary Table IT

1/ Food For Work, Due to delays in project implementation, $43,000 was
T shifted from FY 1976 Funding to the transitional quarter. 4in
increase in the amount of $1),000 is required over the amount
provided for FY 77 in the FY 77 CP to cover the cost of an evaluation
of the pmjectc

2/ Small Scale Irrigation, The Phase I and IT projects were originally
planned for authorisation in FY 76 and FY 77, respectively. Murther
analysis indicates that the phases should be separated by two years
in order to evaluate and adapt the experience gained in Phase I in
the following phase. Accordingly, the amount proposed for financing
in FY 77 has been shifted to FY 78, Similarly, and because the
development problem and proposed solution are already defined at the
Project Paper stage, the Mission will sutmit a Project Paper for the
Phase II project prior to the scheduled quarter of obligation in
FY 78, No other documentation, i.e., a PID or PRP, iz required.

3/ Fertiliser Storage. In FY 76 the Bangladesh Government identified
e lack o equate fertilizer storage suitably located around the

country as a key constraint tc efficient supply. A Develcpment Loan
in the amount of $5,250,000 &8 proposed for the Transitional Quarter
to addrese this problem at the Thana level., The Project Paper was
pouched to ATD/W on June 18, 1976.

g

icultural Inputs. Phagse III of this project, which was scheduled

or 76 authorisation, has been deferred to FY 77, The Bangladesh
Goverrment found that it would not be possible to implement Phase ITI
at this time for the reasons of higher fertilizer stock levels and
lower off-take rates than previously estimatad as well as fertiliser
storage and ordinary budget constraints, The Mission will submit an
amended Project Paper for Phase TII prior to the scheduled quarter of
obligation in FY 77, Because the development problem and proposed
solution are already well defined at the Project Paper stage, the
Missicn will submit a new Project Paper for the Phase IV, FY 78 Droject
prior to the schaduled quarter of obligation in FY 78, No other
documentation, i.e., a PID, is required at this time,

S/ Rural Electrification. The Phase I project is scheduled for
authorization in FY 77 following the execution of a feasibility
study and the submission of a Project Paper prior to the scheduled
quarter of obligstion, The Phase II project, proposed for authorization
in FY 78, will incorporate the design elements developed for Phase I,
Thus, the Mission will submit a Project Paper for Phase II prior to
the scheduled quarter of obligation in FY 78,




6/ Ashuganj Fertilizer Plant (Amendment A). The original ATD loan was
for $ 30 million against a total project cost of $ 2L9.4 million,
Foster Wheeler, the general contractor, revised the cost estimates
for the project based on March, 1976 prices, In zeneral, there
appears to be a shortfall between $60 and $85 million attributable
to labor and commodity price inflation and implementation delays.
On the basis of the amounts previously contributed by the
consortium of donors (the UK, ADB, IDA, FRG and AID) and the
Bangladesh Government, the AID share of a $60 million shortfall
would be $15 million, Mission will submit an amended Project
Paper face sheet and supporting analysis for this amount.

1/ Population/Family Planning., The FY 77 CP was written before the
current Project Paper was written and approved. All funding
deviations are accounted thereby,




Narrative Progress Staternents

1. CARE Food For Relief Work Program

The project is on schedule with regardsto BDG and
CARE inputs, The USAID grant tn CARE to cover US dollar
costs related to the project had not been signed as the date
of submission of the FY 1978 ABS. The AER to provide wheat
on a reimbursable basis for work completed on CARE's accepted
projects has been approved,

Due to the facts that some planned projects were not completed
and others were completed but not in accord with the CARE-BDG
agreement, it now appears that inputs of Title II wheat will be
approximately 30 to 40,000 MTs as opposed to the originally
planned 50, 000 MTs (which was increased to 60, 000 MTs per
Dacca 1572). Further, the contract research study on the social
profile of participating rural laborers has been delayed until
FY 1977, thereby increasing FY 1977 obligations by $36, 000,

There are no major changes in types of inputs or ocutputs,
and no minor changes in project purpose at this time. The Mission
evaluation of this project is scheduled for August, 1976, which

may result in some changes in project implementation procedures.



2. Agricultural Research
Due to the delay in getting the Agriculture Research
Project authorized and a delay in signing the documentation
with the BDG the Project implementation timetable is approximately

six (6) months behind schedule.

3. Population/Family Planning

The project agreement for this activity was signed on May 31,
1976. The training of field personnel by the BDG, called for
under the project, has started but is behind schedule in terms of
both timing and number of trainees, The BDG has been given
until October, 1976, to provide a scope of work for a U,S. consultant
to design and establish an in~country training program for medical

and para-medical personnel,

4, Project appraisal reports have been submitted on all other

on-going projects scheduled for funding in FY 77 or FY 78,
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FY 1978 NEW GRANT PROJECTS

Narrative Suppert For Proposed Funding Levels

A, Summarx

For FY 1978, we are submitting five new grant projects,
two of which are part of a grant-loan package, so that disburse-
ments under the loan will be directly affected by the rate of
grant implementation. The Mission proposes to provide life-
of-the-project (LOP) funding for all new grant projects where
LOP is less than $500, 000,

B, Small Farmer Credit

This project has both grant ($600, 000) and loan $1, 700, 000)
components. The project is a pilot test of three different approaches
to providing institutional credit to small farmers and mobilizing
rural savings, Full funding would be helpful but is not critical
to implementation of the project. A reduction to Alternative C,
however, would hamper implementation of the pilot test since most
of the initial grant funding is associated with designing and in-
stalling the various prototype systems and training. Later grant
funding is required for evaluation of the pil ot.

C. Agricultural Inputs Support

This project is also both grant ($300, 000) and loan $10, 000, 000)
funded. The project is designed to provide fertilizer storage
access points closer to farmers and/or construct additional food-
grain storage to enable the BDG to undertake an expanded fixed-
price domestic procurement program, The latter would stabilize
foodgrain prices for small farmers who cannot hold their crops
and must sell, on the open market, at harvest time when prices
are lowest, The fertilizer storage component would be a follow-on
to a similar loan to be funded in the Transitional Quarter, Itis
also related to Agricultural Input loans to be funded in FY 1977
and ¥Y 1978, The grant component of the proposed Agricultural
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Inputs Support loan is designed to provide technical assistance
and training in improving the handling and distribution of
fertilizer throughout the country, Given the relatively small
size of the grant comnponent and its relationship to the success-
ful implementation of a sizable portion of the Mission's loan
portfolio, we propose full funding for this project.

D. Land Qccupancy Study

This is a research proposal designed to provide the Mission
with better data on the hierarchy of interests in land in Bangladesh,
which is vital to our understanding of the problems of small farmers
in Bangladesh., It is an 18-month project and, therefore, full
funding ($160, 000) is within the guidelines of A-368. The nature
of the implementation of this project (see PID) would not enable
us to either reduce the level of services or extend the period of
services over a longer time in order to accommodate a lower
funding level.

E. National Women's QOrganization

The project provides a direct grant($250, 000) to the BDG
to establish a skills training institute for women. The full funding
level is within the guidelines of A-368. The lowest possible
alternative is to provide two separate annual grants of $125, 000
each, We believe a full funding commitment is required to
ensure the establishment of the institute. Further, less than
full funding would reflect adversely on our commitment to
accelerating the integration of women into economic development.
Finally, the relatively small amount of funding and the added
Mission workload in negotiating two separate grant agreements
argues the advantage of full funding.

F. Program Development Assistance and Training

This project is designed to improve the BDG's capability
to develop and implement programs to improve the well-being
of the rural poor . In this instance, however, the Mission would
prefer not to have full funding ($3, 550, 000) because of the level
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of funding required, previous Mission experience with

projects of this type, and difficulties in forecasting precise

needs for feasibility studies, technical assistance, and

training needed over the life of the project in order to meet

the stated objectives. Two previous projects, Development
Services and Training and the Project Studies Grant, were
obligated for a full three years., In both cases, however,
disbursements were slow because USAID and the BDG were unable
to agree on specific program plans, which were conditions precedent
to disbursement, after the funds were obligated. The Mission pro-
poses to use an annual project agreement mechanism in order

that USAID and the BDG agree on specific requirements prior to
obligation of the funds. At the lower level of Alternative C,

the Mission would reduce the number of feasibility studies and

the number of trainees (see PID) by 50% and shorten the forward
funding of the technical assistance component to 12 months,

The consequences of the latter, i.e., technical assistance,

may not be severe., A reduction in the former, particularly

the feasibility studies, however, would have serious consequences
later. That is, a major problem of the BDG is its inability to
develop suitable priorities for donor financing and, therefore,
fewer feasibility studies would lead to fewer '"bankable' projects.
Alternative B funding, therefore, is requested.



Country -~ Bangladesh

Long Range Program Plan
{(whole $ millions)

1978 1979 1980 1981 1982
Food/Nutrition 81.1 80 86 91 96
Grants 1.4 2 4 6 8
Loans 79.7 78 82 85 88
Population/Health 11.9 18 19 21 23
Grants 7.4 8 9 10 10
lLoans 4,5 10 10 11 13
{Population) (11.8) {8) (12) (15) {16}
(Grants) (7.3) (8) (7} {8) {9)
(Loans) (4.5) - (5) (7} (7)
{Health) - {10) (7) {61 {7}
(Grants) - - {21 {2) {13
(Loans) - {10) (5) (41 (61
Education <3 1 1 1 2
Grants .3 i 1 1 2
L.oans - - - - -
Section 106 1,3 1 1 1 1
Grants 1.3 1 1 1 1
Loans - - - - -
Total 94,6 100 107 113 122
Grants 10, 4 i2 15 18 21
Loans 84,2 BR 92 96 101
PL 480
Title I 132,.0 132 132 132 132
Title II 14. 4 14 14 14 14
Total PL=480 146, 4 145 146 140 140

Total Development 24] 246 253 260 268

Resources ===

1]
1]
n

i9
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LONG RANGE PROJECTIONS

NARRATIVE

I. INTRODUCTION

The projections for U, S, assistance shown on the preceding
table represent an absolute reduction from FY 1974, the peak year
for U, 5. assistance levels, when we were engaged in a massive
relief effort., Though the levels projected are lower than the peak
year, they represent a shift from relief to development and, we
believe, are appropriate to both the development needs of Bangladesh
and the Government's (BDG) own development efforts, Nevertheless,
this country remains prone to two major types of disasters, cyclones
and floods, A cyclone of the intensity of that of November, 1970,
or a major flood, such as occurred in 1974, could radically alter
these projections.

II. ASSUMPTIONS

A, Political

The major political assumption is that, whether the
Martial Law administration remains in power or there iz a
return to an elected government, the BDG will remain committed
to the dual objectives of reducing the population growth rate and
increasing agricultural production in order to achieve foodgrain
self-sufficiency. There may be periods of political instability
through the long range period, but BDG policy-makers, whoever
they may be, must remain committed to these twin goals,
Further, the BDG must be capable of implementing policies
necessary to achieve the projected reduction in population growth
shown in the economic assumptions below. Failure to maintain
policies and programs directed toward the achievement of the
agriculture and population goals would result in lower levels
of future U, S. assistance than those projected herein,



21
B. Economic
Using 1978 as the base year we posit the following assumptions:

1. The rate of natural population increase will decline from
2.9% in 1978 and 1979, to 2.8% in 1980 and 1981 tc 2. 7%

in 1982. {In 1976 the estimated rate is 3%.)} On this
assumption, national population will be 84. 8 million in
1978, 87.2 million in 1979, 89.7 million in 1980, 92,2
million in 1981 and 94, 7 million in 1982,

2, Worldwide cormmodity price inflation will increase at
a compound rate of 4% per annum. On this assumption,
our index for the long range period is: 1978 = 100;

1979 = 104; 1980 = 108; 1981 = 112; and 1982 = 117.

3. Domestic agricultural production will increase by 3%
per annum through 1982, which combined with the declining
rate of population increase, would reduce the need for
imported food.

4., As a simplifying assumption, development assistance
{(excluding PL 480 ) is straight-lined at $ 1.10 per capita
from 1978 through 1982. This base was computed by
dividing projected development assistance in 1978 ($94,6
million) by the projected population of 84, 8 million. (To
compute development assistance in 1982 we multiplied the
projected population of 94. 7 million by $ 1. 10 by the in-
flation index of 117. Thus, on a per capita basis develop-
ment assistance in 1982 equals development assistance in
1978, expressed in ''constant'’ 1978 dollars.)

5. Other donors, as a whole, would maintain their cuarrent
relative share of development assistance expressed in
constant dollars.

6, Present budget levels for PL 480, are straight-lined
through 1982 for the following reasons:
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a. Increases in domestic agricultural production
combined with a decrease in the population growth
rate reduces the need for imported food;

b, U.S. food assistance, per the discussion in the

PL 480 Title I narrative, is used increasingly as a
development resource, e, g., elimination of the

ration system, increased domestic grain procurement,
grain stabilization programs, targetting on the
destitute, etc.

c. The BDG improves its performance in domestic
revenue mobilization,

C. INSTITUTIONAL

The last economic assumption is also a major
institutional one. As real levels of donor budgetary
support are reduced, policies designed to improve the
collection of revenues, must be implemented by the
BDG, Thus far, the Bangladesh Aid Group has not
taken a firm stand on this issue, but there have been
modest improvements.

At the most recent Aid Group meeting, the BDG
committed itself to the establishment of planning cells
in all ministries, better overall coordination of program
and project planning, and improved implementation,
The IBRD, UNDP, and USAID have proposed projects
designed to strengthen the capability of the development
ministries to plan and implement projects. In this
regard, please refer to the FY 78 PID on Program Devel-
opment Assistance and Training, Therefore, we assume
there will be further improvement in this area,

III. PROGRAM PROJECTIONS

A, Based on our DAP strategy and experience we predicated
the splits of the long range program on the following:

1. Food and Nutrition - 80%
2. Population and Health - 18%
3, Education and Human

Resources - 1%
4, Section 106 - 1%



23

Food and Nutrition

1. TFertilizer

Improvements in the availability of fertilizer and
the fertilizer distribution system probably will remain
the leading edge of our strategy to expand HYV technology
to small farmers.

Our projections show that Bangladesh will be self-
sufficient in urea production by the early 1980's and
coutinue to be so through the middle of the decade. TSP
and MP, however, will continue to be imported, possibly
financed by the U.S. at the rate of $10-$20 million per year.

2. Credit

In order to provide small cultivators witn the means
for access to modern agricultural technology, we assume
there will have to be continued expansion of institutional
credit for therm and the U.S, could participatein the financing
of such an expansion, The first project in this area is
proposed in the PID annexes.

3. Irrigation

A considerable effort should be undertaken in water
development, which is critical to increasing crop production.
There are, however, major policy differences between
USAID and the Bangladesh Water Development Board over
water development strategy. Before major investments can
be made in this area, it will be necessary to resolve these
differences. Assuming they can be, USAID would finance
the development of land and water projects that address the
question of how the annual crop cycle can be efficiently
utilized for the benefit of the poorer segments of rural society.
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4, Rural Public Works

The present Food-for-Work program is a five year
plan to provide relief employment to landless laborers
during periods when demand for on-farm labor is at its
lowest, In order to fully meet the needs of the rural
landless, a conservatively estimated 200 million workdays
of additional employment would have to be created. These
calculations are based on the model presented in John P,
Lewis "Designing the Public Works Mode of Anti-Poverty
Policy.' In 1976, the USAID-CARE and the World Food
Program combined created an estimated 50 million work-
days. Therefore, the combined programs would have to
be at least quadrupled to meet the needs of the landless
poor. USAID would like to increase the development aspects
of FFW while de-emphasizing relief aspects during the
course of the present five year project. This may mean
encouraging WFP to assume the full burden of on-going
relief works activities,

The Rural Works Program - i, e., cash for work,
remains problematical, Although USAID sees RWP as
one of the primary elements of rural development, the BDG
has yet to evidence a serious commitment to the program
in terms of improving their planning capability or providing
the necessary managerial and technical manpower to support
an . AID-financed rural works program. Similarly, the BDG
does not appear to be seriously concerned about improving
the quality of rural works projects to enhance their develop-
mental payoff. Over the long run, USAID will continue to
seek such policy and programs commitments by the BDG.
If these commitments obtain,rural works may be supported
by dollar loans, grants, PL 480 local currency generations,
Title II resources, or some combination of these.

PoEulati on

At present, an IBRD Study Team in Washington is
attempting to answer the question of what would be needed
to make a significant impact on the population growth rate.
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This much we do know, the population will double by the
end of this century. BDG and donor efforts will be
focused on the attempt to avoid tripling or quadrupling
the present population,

USAID will continie over the long run to provide
contraceptive supplies to the BDG in accordance with
their needs. We see a need for a rapid expansion of
sterilization services (refer to the proposed project
on this subject in the PID annex). Also in this regard,
USAID will work with the BDG and UNF A to train
medical and paramedical personnel and provide sterili-
zation equipment.

Continued donor efforts must be placed on improved
staffing at the central level, the activation of field
health services personnel in the program, and the continued
training and utilization of the new cadre of fernale
workers in the Population Control and Family Planning
Division. In the long range five-year period, USAID
anticipates more bilaterally funded research.

In the health field, we expect to again assist
the malaria eradication program through the provision
of DDT, spare parts and equipment during the long
range period,
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Food as a Development Resource

- Narrative Description of PL 480 Program for the ABS

Introduction

The Bangladesh Development Assistance Program (DAP) drafted in
late 1974 describes the theoretical background and program strategy
for the implementation of Congressional Mandate objectives. The rural
poor are to be brought into the economic main stream by increased
agricultural production and by a population control program which will
ensure more rapid per capita income growth. The DAP analyzes the role
of domestic agriculture combined with food imports as the means for the
achievement of Mandate objectives. If food is to be treated as a
development resource, primary emphasis must be placed upon domestic
agriculture. This requires attention to agricultural research, the
supply of agricultural inputs, agricultural credit, remunerative prices
and the marketing of agricultural production. Processes thereby set in
motion will generate rural employment, increase family income, and these
in turn may provide incentive for the acceptance of the small family norm.
The agricultural production related growth linkages are the center of this
development strategy which holds hope for ensuring the participation of
millions of the rural poor in the development process.

Since food grain self sufficiency is a goal of the Bangladesh
Govermment, and because indefinite reliance upon outside food supplies
cannot be guaranteed, modest reductions in per capita PL 480 levels are

. proposed over the next five vears. This will stimulate Govermment efforts
to increase domestic production, internal procurement and the over all
rationalization of their total food system. The PL 480 Program wiil help
encourage and finance these objectives as discussed below,

Following on this primary emphasis on domestic productiom, food
grain imports can and should complement this domestic priority. It is
clear that Bangladesh will remain food deficit for some time to come and
that food imports are necessary. The policy enviromrment in which these
grains are injected will determine whether these food grains contribute
to, or detract from, the Government's self sufficiency target, and the
rural development strategy outlined in the DAP.
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In the past we believe food imports have acted as a disincentive
on domestic production and the internal marketing of food, and have
allowed the Bangladesh Govermment te give limited attention to domestic
agricultural development. Food imports feed half of urban Bangladesh
and do so at ration food prices which have been far less than going
market prices, The Govermment places its greatest attention vis-a-vis
the donors upon food imports rather than agricultural development.

In our view domestic feood grain production and imports should be
integrated into one food system that promotes a progressive agricultural
modernization process. PL 480 food commodities represent an important
resource transfer that should be used to encourage agricultural policies
and programs and to finance these same priorities. Because food is a
commodity that has market effects of its own, its importation is not as
uncomplicated as an equivalent value of foreign exchange assistance,

Just as large imported supplies from PL 480 and other food donors
can depress prices in urban markets, so can food injections through
Foed For Work projects depress prices in village markets. The parallel
between the urban and the village market, is obvious, and requires that
attention be given to the policies governing the effective utilization
of all food imports.

In addition to this market orientation we believe that the
Bangladesh Govermment should utilize domestically available food grains
to feed the destitute directly, and to put them to work through Food For
Work activities, on a when and where as needed basis (see attached
appendix).

Specific aspects of this general outline on the use of food as a
development resources are discussed below.

PL 480 as a Development Resource

To serve the developmental and humanitarian objectives outlined
above a more systematic analysis is needed for each annual PL 480
Program. During the past several years ideas for improving the use of
PL 480 food grains have been discussed within the Mission, with
multilateral agencies, and other food donors interested in the
rationalization of the food system in Bangladesh. The following
priority items represent the Mission's program for food sector reform
and follow upon most of the issues discussed with and recommended by
the IBRD and the IMF at the May, 1976, Paris Aid Group Meeting. The
Title I Program for FY 78 and following years will address the gradual
introduction of the following types of food system reforms. These food

reforms are4n addition to our on going agricultural development
projects in support of food. grain self sufficiency.
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a. Ration Price - lhe subsidies for the ration system's food
commodities need to be reduced further; this budget burden is
large and represents a waste of foreign food aid. Higher ration
prices will generate more revenue and indirectly effect higher
prices for farmers. Since Independence the Govermment has reduced
the subsidy several times but it eventually should be eliminated
entirely. In so doing the ration system should also be drastically
restricted in its coverage in a phased manner. To date its coverage
has been expanded.

b. Open Market Food Grain Sales - An open market food sales
system is desirable in urban Bangladesh to stabilize prices during
lean periods. The Bangladesh Govermment opened such a system in
April of 1976 but its scope is limited. 3uch a system should
gradually replace the ration system in the country's five urban
areas., The seven non relief ration categories should be eliminated
gradually.

¢. Domestic Food Grain Procurement - The purpose of the
procurement program should be to maintain food grain prices at
harvest time at remunerative levels at the village market level. The
procurement of a target amount of food grain should be a secondary
objective. These grains should be utilized for Food For Work and for
relief kitchens as needed to minimize transportation costs, and then
for an urban open market system.

d. The Destitute - The numbers of destitute in Bangladesh can
vary significantly from year to year. Poor harvests, high prices,
and floods, inter alia, can have a dramatic impact on the poor. To
meet the needs of the destitute as they arise the Govermment should
target grain for relief kitchens and for Food For Work projects in
those districts of Bangladesh that most require assistance.

The use of food in lieu of cash wages during normal crop-price
periods undercuts the crop production growth linkages which are
eritical to our development purpose. The food wage rate should not
compete with local alternative employment. For these additiomal
reasons the Government should strive to limit food payments to food
deficit areas. The use of cash wage payments for Rural Works should
prevail during normal crop-price periods once the Govermment has
reestablished the infrastructure necessary to mount such programs.
We realize this process may take some time but a start needs to be
made.

The Bangladesh Govermment should allocate both Title I and II
for the destitute as needed.



e. Domestic Resource Mobilization - The tax effort in Bangladesh
is weak and heavily dependent upon aid financed commodity imports. In
conjunction with the IMF we urge greater efforts in this regard. The
further reduction and elimination of subsidies, and open market sales,
are first steps. Agricultural taxation should follow.

f. Increased Development Expenditures - Total aid financing is
far larger than the Development Budget each year. Tying PL 480 proceeds
will encourage the Government to increase its revenue effort, control
its revenue expenditures, and increase its allocations for development.
This needs to be done gradually over the course of the next few years.

g. Commodity Management and Storage - The Government needs to
improve its management and physical system for the movement and storage
of fertilizers and food grains. To this end a Kansas State University
Team will be studying the food grain storage situation.

Specific Recommendations for PL 480 Program

The general types of reforms have been discussed in the previous
section, and should be included in some brief form in the FY 78
Agreement. Specific objectives for a few of the more important items
are suggested for special attention in the FY 78 Agreement as follows:

a. Ration Price - We recommend that the ration subsidies on all
food items be eliminated as soon as possible. Non relief ration
coverage should also be curtailed in a phased manner starting in FY 78.

b. Open Market Food Grain Sales - An open market system should be
started in the five statutory ration urban areas immediately. Imported
and domestically procured grain should be allocated through this system
as needed to keep the urban grain price from rising above a predetermined
level.

c. Domestic Food Grain Procurement - The procurement program should
maintain both rice and wheat prices at remunerative levels at harvest at
the village market level.

d. The Destitute - The Govermment should alter its present approach
and use food for rural works and for gruel kitchens primarily in areas of
need by the end of FY 78. The food wage should remain significantly under
the going taka payment for agricultural wages.
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e, Domestic Resource Mobilization ~ We continue to support IMF
and IBRD efforts to eancourage the Government to diversify and improve
its tax effort. Food grain subsidies should continue to be reduced,
and be eliminated by the end of -CY 77. Our agricultural loans will
continue to require input subsidy reductions.

f. Increased Development Expenditures - Starting in FY 78 a
portion of the proceeds from the PL 480 program could be tied to
specific development projects, such as agricultural credit, the
population program, Rural Works Program and storage.

g. Commodity Management and Storage - We should repeat the
relevant conditions precedent in our agricultural input and storage
papers.

Annual Program Mechanics

For each anrsal PL 480 Program the focd grain requirements for
an open market system, for the destitute, and for reserve stocks will
need to be estimated. An open market system Is ineffective unless food
stocks are available to be sold to the private sector. By the same
token, empty food space storage has to be available if the Govermment
is to effect a procurement drive.

The quantity and timing of PL 480 food grain shipments are
therefore of critical importance if our food is to be used as a
development resource, i.e. is to be complement and not detract from,
domestic food priorities and programs. Because of this emphasis,
the proposed "core'concept needs to be flexible to allow quantity and
timing changes as they may become necessary oo relatively short notice.
The "core" quantity of necessity will have to be estimated well in
advance of harvests. While the long term need for food imports may be
high, anmual variations will be great., During good crop years the need
for total food imports will fall dramatically, to as little as one
million MT or less. During crop failures this quantity may increase
to 2.5 million MT if not more. The needs of an open market system and
for the destitute will correspondingly be small and large. Our Program
needs to be responsive to this variation in requirements. We will share
with other domors in these total food import needs to the extent of

20-302.

Our concern for quantities and timing does not apply to cther food
commodities gsuch as edible oil, cotton, and other commodities as they
may come available. These quantities are smaller and because of the
Govermment's foreign exchange and import needs, these elements offer
program flexibility. While it is important to the Govermment to be able
to plan food imports and revenue projections, the Mission feels that this
aspect of our program warrants sufficient flexibility in order that our
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grain not compound domestic market difficulties. The flexibility offered
by a range of commodities under the PL 480 program enables us to negotiate
a firm PL 480 value level, and to leave decisions on grain quantities and
timing to a later period.

While domestic steorage capacity can handle some mismatch between
arrivals and need, recent experience indicates that arrival coordination
ig important. The Government has been forced to curtail domestic procurement
programs for the lack of storage space.

Accordingly, we propose a PL 480 Title I Program assuming a normal
crop year as follows:

FY 1978 PL-480, TITLE I (TENTATIVE}, IN $ MILLIONS

520,000 MT Wheat (bulk) @ s 138/MT = $ 71.8
70,000 MT edible oil @5 397/MT = $ 27.8
(bulk)

100,000 bales of cotton @ $ 327/bale= §$ 32.7

TOTAL § 132.3

The Beneficiaries of the PL 480 Program

Past PL 480 Programs have financed food commodities for an urban
oriented ration system. Some 10%Z of total food grains made available
through this system have been allocated for destitute people. In the
future it is desirable that food grain imports be allocated primarily
for an urban oriented open market system to moderate prices as
necessary. Both the former ration system, and a new open market system,
would benefit the urban better—-off groups in Bangladesh. To serve the
needs of the very poor, it is important that the Govermment allocate
sufficient food stocks for the destitute via Food For Work projects
and for gruel kitchens as needs arise.
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In our view it would be undesirable to target imported food
grains, during periods of normal crops and economic counditions, for
Food For Work or for kitehens, or for rural areas in general.lt
serves little purpose to encourage the shipment of domestic rice
to the cities, and the shipment of imported wheat to the countryside.
The broad objective of PL 480 proceeds tying to development programs
such as the Rural Works Program, and of domestic resource mobilization,
is to generate rural purchasing power:so that poorer groups can buy their
own food grain from local markets. This suggests that the Govermment
should reestablish its Rural Works Program on a priority basis. Incentive
food grain prices serve similar developmental ends by increasing
production and incomes.

Both by the specific targeting of grain to the destitute, and by an
improved policy-program focus on agriculture, the multiple uses of PL 480
will benefit the poor. This has not been the case to date.

The Bangladesh Govermment's Ability to Implement Proposed Program

The ability to implement the above proposals depends upen the
Govermment's perspective. To date we have seen little evidence of
Govermment enthusiasm for the Congressional Mandate. In fact the
Govermment's interest in U.35. assistance has centered almost entirely
upon commodity flows. It is therefore important that these flows be
utilized to encourage a Govermment priority on rural development and
population control.

Nonetheless, the Govermment has moved to rationalize the food
system. Agricultural input prices have been increased, as have ration
prices. Some salary adjustments have been made. The Govermment has
initiated an open market system on a trial basis which can become an
open market system for major urban centers. Smuggling has been sharply
curtailed. The Govermment's Annual Development Plans have many rural
programs that can increase rural income directly and indirectly, and
the Govermment's Food for Work and other relief activities can channel
food to the poor on an as needed basis.

The Govermment has also implemented a mumber of macro policy
changes based upon negotiated understandings with the I.M.F.
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The issue then is not one of administrative ability to implement
reforms but rather the need for an overriding Goverument commitment
to pay greater attention to the country's poor, its agricultural
potential, and its unchecked population growth.

Evaluation of Proposed PL 480 Program

Statistics available from the Government and from the IBRD and
the IMF will serve as indicators of the effects of this Program. We
agsume food grain imports will £ill food deficits and moderate consumer
price increases. Taka proceeds allocated for development programs will
be evidenced in the Annual Development Plang. Indirect evidence of
program success can be shown by such data as increased fertilizer use,
higher crop production rates, and increased urban prices for food (to
a ceiling level). We will also expect that this Program will complement
the reform programs urged at Aid Group Meetings, and by the IMF for its
Standby agreements with the Bangladesh Government. Specific Program
targets and indicators will be included in each agreement,

Budget Support

The Bangladesh foreign exchange and domestic budgets depend heavily
upon the PL 480 program. Title I proceeds are estimated to have generated
$110 million in local currency in 1976, and teo have financed 25% of the
regular revenue budget. By requiring the tying of PL 480 proceeds the
Government will be encouraged to diversify and enlarge its sources of
domestic revenue, Secondly, the tying of these proceeds to the
development budget ($560 million), though not additive in the short term,
will also encourage the Govermment to tighten its normal revenue
expenditures. We should not tie all Title I proceeds to development
projects in the short term but it would be useful to require the tying
of a gradually increasing share of these proceeds over the next few years.



Usual Marketing Requirement

The Bangladesh Govermment pldces great emphasis on assured supplies
of food grains for the ration system. During 1974, when food arrivals
fell below Govermment expectations, scarce foreign exchange was spent
for commercial purchases. This in turn drove foreign exchange holdings
below the amount required to back the money supply and caused the
freezing of private L/Cs for six months. Under normal circumstances
it is undesirable for the Govermment to spend its own foreign exchange
for commercial food grain purchases. This PL 480 proposal, as
implemented over time, will lessen the necessity for Goverpment
commercial purchases.

Appendix

Food for the Destitute - Guidlelines for Targeting

The Relief category of the food ration system is designed for
destitute people in camps, in special feeding programs and in food for
work projects. (The other seven ration categories serve the middle class
broadly defined.) Relief allocations distributed by the Relief Ministry
have traditionally represented less than 5% of the total monthly ration
offtake. In the fall of 1974 this amount rose to 207 to feed flood
affected people; the gruel kitchens were opened in all unions even though
it was apparent that few areas were severely flood affected. Since 1975
these grains have been used for the Vulnerable Group Feeding Program
and Food for Work projects supplied by WFP and PL 480. To date there has
been little targeting of grain to destitute people where and when conditions
warrant. It is because this Relief system does not target food to the poor
directly that we address this subject as a separate policy question.

In good years when harvests are ample there may not be any overt
problem of destitution; normal work sharing and alms giving by the
well—-to-do to the poor take care of what destitution occurs in the towns
and villages. During these periods Rural Works with cash payments should
predomipate.
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During bad years these kinds of local traditions break down as occurred
in 1974, and food payments become critical. Even during economic and
natural disasters, however, it is clear that these conditions do not
occur in equal degree nationwide. Furthermore it is evident that many of
these crises do not occur overnight but develop gradually as market
conditions deteriorate, as crops fall, as smuggling increases, as
inflation takes its toll, and as the real value of public expenditures
for rural programs diminishes. The kinds of emergencies that occur
suddenly are natural disasters such as cyclones or sudden floods but
these are not as common as the kinds of situations created or
compounded by poor crops and scarcity.

The problem,therefore, is one of anticipating and identifying
areas of need and of targeting food accordingly. With respect to Title I
it needs to be made clear to the Government that these food grains should
be allocated to the destitute at the Govermment's discretion on a when and
where as needed basis. With respect to Title II we should target these
food grains by project design.

The Bengal Famine Code of 1943 describes the indices of social and
economic destitution that become visible in villages. These include
changes in prices, amount of food commodities available, numbers of
destitute people, degree of lawlessness, crop yields, etc. This type of
information is reported by the District Commissioners, the Sub-Division
Officers, other Govermment staff, military and police reports, and by
health workers and donor field representatives. In 1974 these various
channels of communication did provide evidence of the deteriorating
situation. The best source is probably foreign doctors who make frequent
field trips. Newspaper articles-also provide accurate and timely reports
as was evidenced in 1974, The various ministries such as Agriculture
and the Water Board also collect factual data on crops, prices, and
water levels on a daily basis.

With the use of these data, the Govermment should strive to target
Title II to two types of areas. First, Title II, Food-for Werks projects
should be established in those areas that have traditionally proven to
be poor, where food and incomes are deficit, and where destitution is a
chronic problem. Secondly, Title II amounts, possibly complemented by
Title I allocations, should be available on a contingency basis for
increased needs as they arise.



The Food for Work Program should strive to include destitute
people even though it could be argued that the supply of food within
a poor area will be subject to traditional sharing mechanisms which will
ensure that the destitute benefit indirectly. However, where possible
project managers at each site should strive to administer their projects
to include works activitles that can be performed by those unable to do
a hard days job. (In extreme cases of destitution Title II foods should
be prepared in gruel kitchens.)

The types of Food for Work activities undertaken in traditiomal
and new destitute areas should be developmental in character;
primarily irrigation kahls, tanks, roads, embankments, and hats. The
wage level should be "test” in character (test the need for) and should
not compete with local opportunities.

We need to recognize the food disbursement implications of such a
targeting proposal. On the one hand, if large food amounts are not
needed for the very poorest they will not be needed by the rest of the
ration/open market system either. Food grain released from public stocks
can come to a near standstill. Storage and arrival coordination will
become all the more important. On the other hand, reserve stocks are
needed in the event the need arises.

The Identification of Poor Districts in Bangladesh

Traditionally, the northern portion of the country is considered
poorer than the rest. This is based on a number of factors: the northern
portion is less fertile; it has less industrial growth; landlessness is
more prevalent; and crop production and cropping intensities are far less
than in the southern portion of the country. In addition, land holdings
are concentrated in fewer hands. Accordingly, the following districts
are considered the poorest in Bangladesh (in order of seriousness):
Faridpur, Pabna, Jessore, Kushtia, Rangpur, Dinajpur, Noakhali, Comilla,
Bogra, and Sylhet.

The following districts were most seriously affected by the 1974
flood: Faridpur, Rangpur, Bogra, Sylhet, Comilla and Pabna.
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TITLE II

STATISTICAL TABLE

1 Country - Bangladesh

II  Cooperating Sponsor - CARE

III Food for Work (Category F, per State 134]125)1 /

"~ Recipients "~ Quantity $ Value 2 / \

FY (includes dependents) Commuodity (000 kgs) State 030851
{000's) 2/7/76

_ _ ($.000)

78 8,820 3/ bulk wheat 100, 000 15,057, 0

79 8,820 bulk wheat 100, 000 15,057, 0

80 8,820 bulk wheat 100, 000 15,057, 0

There is only one VolAg Title II program in Bangladesh and only
one category.

Does not include ocean freight,

These are estimates anticipating that approximately 1,000 projects
will be approved each year with 1,460 laborers participating in each
project, each laborer (with 5 dependents) works in the project 30
man-days over a period of 2-3 months. More accurate figures will
be available for the FY 78 program,



PL - 480 TITLE IX

There sre three distinct types of programs supported by Title IX
in Bangladesh, a) the WFP Program, b) the UNICEF program and

¢) the CARE Vol Ag Food for Relief program.

There are no Government to Government progrems, CARE is the only
Vol Ag Cooperating Sponsors with only one class of recipients

fond for work

At this time, the Mission does not foresee a) the development of
additionsl Title II programs with Vol Ags, b) the addition of other

categories of recipients in the CARE progrsm.

AIDTO Circ's A-287 and 201 asks the Mission to sddress, among other
things:
1} The integration of Vol Ag Title II programs with other
developmental activities,
2) The involvement of Vol Ags in program planning.
3) The role Title IT programs play in the BDGs development

plan end multi veer nutrition strategy.

41

4) Revised procedures for submission of Vol Ag Title II programs.

5) Multi year programming of Title II resources,
6) Mansgerial requirements.,
7) Sensitivity to BDG Development Goals and Desires

8) Nutritional value of the dsily ration.
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1) 1Integration of Vol Ag Title IT programs

The mechanism for using Title II commodities to support other
projects has been developed, For example, when the Thana Irrigstion
Project (TIP) or Rural Works Program (RWP) identifies vieble, develop-
ment orientated projects that cannot be implemented for lack of resources,
the salary portion of such additional TIP and RWP project costs can be
met with wheat from the existing CARE FFRW program. This process is now
occurring at the local level but has not been formslized at the national

level.,

The wheat distribution centers can serve as access points for

the Family Planning program.

The CRRE FFRW program also fits into the mandste of reaching
the poorest of the poor. Almost all laborers participating in the
F¥RW are rural, landless poor. It is very rare for even a smsll
landowner to participate. These laborers, and especislly their

dependents, constitute the poorest 40% in rural Bangladesh.

2}  Involvement of Vol Ags in program planning

CARE fully participated in the negotiations of program details
with the BDG. CARE slsc negotliated s 5 year grant sgreement with the

BDG to support the FFRW program.
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3) Title II's role in the BDG development plan and nutrition strategy

Unfortunately, the BDG has neither an effective, strategic multi-
year national development plan nor a muiti-yeer nutrition strategy.

The Mission does not foresee development of these in the short run.

4) Revised Procedures for submitting PL 480 Title II Vol Ag programs

The CARE FFRW program is just completing its first work season.
BIG Local Government Officials end CARE field staff are now compiling
project completion reports. In late July or August 1976 there will
be an evalustion workshop, followed by joint CARE-WFP-USAID evsluations
of the program. As much of the information CARE requires to write the
FY '78 Title ITI Program Plan is still not available, CARE cannot

submit it at this time,

We do know that operating procedures for FY'77 end 75 will
substantislly follow those outlined in the CARE FY'76 Title IT
Progrem Plan, except the names of the forms will be chenged, Title II
gquantities increassed, BDG budget support increessed, and the following
aspects will be incorporated:

A, A standard formet (proforms) will be distributed to all

lozel government officials. This must be compieted to propose

local initiative FFW projects {both CARE's and WFP's). The
proforms will improve local official’s awsreness of project
detsils end facilitate Ministry and CARE's review, location,

and selection of projects.



B. Procedures will he developed and included to assure that

the program is an employer of last resort.

C. CARE will train many of the 260 Project Implementation
Officers (PIO's) that the BDG hired and placed this year. An
additional 160 are to be hired in FY 77, some of these will

receive on the job training.

D. A bulletin will be developed to keep all CARE and BDG
staff uniformly aware of program operating rules, procedures,

who's who and where, etc.

Although CARE has not submitted its Title IT Program Plan, they
have provided statistical data and budgets to complete the ABS

Tables., CARE concurs with the narrative portions.

5) Multi Year Programming

The CARE FFRW Grant is a five year agreement, subject, of
course, to annual review and evaluation. We feel a five year

approach is justified for the following reasons:

A, We cannot identify the extent, if any, to which current
or coming program will improve job opportunities for the rural
landless poor. Therefore we believe this area will need

employment c¢reating programs at some level over the next 5 years.
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B. The rural landless target group are agricultural
laborers who normally face seasonal unemployment problems.
Their purchasing power is so low that they will require
supplements through employment-generating, public works
types of activities for the'foreseeable future. Their
rural niche in Bangladesh often fails to provide

subsistence level income.

C. Until the structural changes brought about by
other programs begin to take effect, the Title II FFW
program is the major USG effort targeted directly

towards increasing employment among the rural landless

poor.

D. To justify the start-up investment of USAID, CARE
and the BDG in personnel, facilities and funds and five

year food for work program is appropriate.

E. Food is a readily available resource from
international donors and provides an effective resource
transfer to Bangladesh. Wheat wrovided under food for work
does not compete significantly with markets for Bengalee
farmers at the maero level., However, potential adverse
effects are possible at the micro, or individual thana,
level. Improved planning and administration should

minimize such situations.
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F. As WFP adequately supplies the priority group (MCH)
with grant foods, FFW is the only additional identifiable
food assistance program in Bangladesh where at this time,
administration and logistic programs can be resolved, providing

some degree of commodity accountability.

6) Managerial inputs

The program has both national and local BDG managerial
inputs. The BDG has assigned 260 full time PIOs to oversee
project implementation at the local level and is hiring
160 more for the coming year. Management at the national
level, i.e., processing of project proposals, budgeting,

processing agreements, has been satisfactory.

CARE has 28 years of experience operating on the
sub-continent, over 25 in what is now Bangladesh. CARE has
assigned some of its most capable and experienced personnel
to backstop this program. USAID has expanded its staff and

facilitlies to manage USAID's responsibilities in the project,

7)  Sensitivity to BDG development goals and desires

The BDG does not have an effective multi year development
plan, but the program was developed by USAID as a result of
repeated BDG requests (at various levels) for a Title II
program. It enjoys excellent budget, staffing and policy

decision support within the BDG.
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8) Nutrition value of the FFRW ration

The nutritive value of 3 seers (2,743 grams) bulk wheat,
which is the basic daily ration workers earn in the program, is
9,052 KCal in food energy with 337 grams of protein.

It is important to realize that the nutritive effect of
the program on participants is extremely complicated.

Iinvolved are such factors as:

- laborers work on a piece rate basis, some performing
more than the basic rate and earning proporticnally
higher rations.

— many children and a few women participate and often do
not earn the basic daily rate.

~ almost all participants sell a portion of their wheat
to purchase other necessities,.

~ over payments frequently occur.

- rural families are very close and share their earnings and
often more than one family member participates in nearby
FFW projects.

- workers may participate a few days or up to four months,

depending upon the size and nature of the FFRW project.
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BANGLADESH

Support to Private Veluntary Organization and Developing Country Cooperatives

($000)
Functional
FY 1977 FY 1978 Account
ONGOING
As Ongoing OPGs
Coordination, Education and
Agricultural Development (CARE) 260 ~ 57
Thana Cooperative Davelopment (IVS) 2ho - 3T
Subtotal -
00 -
of which technical assistance
to cooperatives (non-add) (600) (-~)
B. Non-OPGs
Food For ilelief Works (CARE) 288 270 FR
Subtotal 288 270
of which technical assistance
to cooperatives (non-add) { - { =)
o
A. OPGs
Small Scale Rural Irrigation (IVS) 160 - ST
Non~Rice Crop Development (CCDB) 150 160 ST
Cormunity Development: (CDF) 100 150 5T
Thana Rural Development (World Vision) =~ 15¢ ST
Non-Formal Educetion (CRS) - 86 ST
Subtotal 513 186
of which technical assistance
to cooperatives (non-add) (-2 {-)

B, HNon-0PGs
None
LOANS

None
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Regional Program Development $ Support Funds

Below is a list of new projects for FY 78 that will require FDS
funding.

Agricultural Inputs Support (Loan $14, 000, 000 Grant $300, 000)

This project is designed to improve the BDG's capability to handle
bulk fertilizer, It is also intended that the project will augment the
capacity of the BDG to store fertilizer at access points closer to
farmers,

In support of these efforts, we anticipate the need for two man
months of TDY engineering and consultant assistance, to provide
the necessary engineering advisory element, with an estimated total
cost of $13,000, The consultancy is planned for January-February
1977,

In addition, one or two more months of engineering and logistics
TDY consultant assistance will be needed at an estimated cost of
$13,000, September/October is the planned time frame for this
consultancy.

Land Occupancy Study (Grant $160, 000)

This proposed study of land and the relationships of people to the
land, will require appraimately six weeks of consultancy, We
anticipate two consultants will be necessary to {a) conduct basic
research on existing Bangladesh tenurial classification systems and
(b) design a simple survey questionnaire to facilitate planned project
research,

The consultancy is planned for December of 1976 and January 1977
at a cost of approximately $8, 000,

Small Farmer Credit (Loan $1,700, 000 Grant $220, 000)

This project is designed to provide institutional credit to small
farmers in Bangladesh, as well as to mobilize rural savings.

Current program plans call for the services of one credit specialist
in August and September to help gather data for preparation of the
PRP. The estimated cost of the specialized services is $13, 000.in
the transitional quarter,



In addition, we plan to work with the BDG in designing a program
that will enable banking officials from Bangladesh to visit a
developing country where small farmers credit schemes have

been implemented, We will also encourage the BDG to invite
officials from other developing countries to visit Bangladesh and
review the plans under consideration for delivery of small farmer
credit, Estimated cost for the above consultation visits is $25, 000
also in the transitional quarter,

Project Development Assistance and Training ($875, 000 Froject
Agre ement)

This project will provide the BDG with the resources necessary to
develop a portfelio of development projects which address the primary
problems of the rural poor. The project includes three components
including: (1) Project and feasibility studies, (2) Technical assistance
and (3) Participant training,

To assist the BDG in drafting scopes of work for this project, we
estimate the need for TDY assistance of up to three man months
totaling $19,500. The consultants should be on board early in each
year of project implementation.
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PROJECT IDENTIFICATION DOCUMENT (PID)

AGRICULTURAL INPUTS SUPPORT - FY 1978

I. Summary of the Problems to be Addressed and the Proposed
Response

A. The Problems

The general development problem is the need for increased
rural incomes for small farmers, specifically through providing
these farmers with improved access to fertiljzer and through
direct production price support.

The specific problems addressed herein concern handling and
storage of fertilizer and storage of foodgrains in Bangladesh.
Imported fertilizer is shipped to Bangladesh in bags, thereby
increasing costs and complicating offloading; storage space is
necessary within Bangladesh for both imported and domestic
fertilizer to accommodate peaks in both the supply and demand
cycles, Foodgrain storage is required to meet Bangladesh
Government {BDG) procurement of domestic production as a
main factor in price support and production incentive for the
farmer.

In the period 1976-77 through 1981-82 demand for fertilizer of
all types is estimated on a conservative basis to grow from
562,000 MT to 1,049,000 MT. In this base year of 1976-77
approximately 286,000 MT of warehouse space is available
for storage and movement of the current level, exclusive of
transit warehouses in the main ports. An increase in
fertilizer usage, particularly providing access for small
farmers, will require a proportional increase in storage
capacity to accommodate the larger flow of stocks.

Current foodgrains storage capacity is approximately 800, 000
MT capacity against current year BDG domestic procurement
of approximately 450, 000 MT and imports totalling 1, 6 million
MT. Storage must expand to accommodate an expected much
greater role for domestic procurement as well as a continuing
annual import level of between 500, 000 MT and 1.0 million MT.
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B. The Proposed Response

The principal project proposal is to provide the capability to
handle bulk fertilizer shipments at the ports of Chittagong and
Chalna/Mongla, and to augment the capacity to store fertilizer
throughout the country. The results would be a significant
reduction in the landed cost of imported fertilizer, and the
potential for more even availability to end-users through
increased supply. The second proposal, which may be carried
cut together with the first or in the alternative, is to increase
domestic storage capacity for foodgrains as a basis for increased
BDG procurement of domestic production at a support price.

The resuit would be to ensure a minimum incentive for agricultural
production,

1, Bulk Handling

A very simple system utilizing manual labor is envisioned.

At present all imported fertilizer is shipped in bags. At the
time of offloading, either at offshore lightering or in the port,

a rope sling is lowered into the ship cargo hold. Stevedores
manually stack bags onto the sling, it is moved via ship's gear
out of the hold and over the side onto lighters or onto the jetty;
there bags are once again removed manually. It is proposed
that virtually the same system be used for bulk shipments.

A large drum or bucket would be lowered into the hold, filled
manually by stevedores and moved via ship's gear over the side,

After delivery to the port, the fertilizer will have to be bagged,
in either jute or paper bags, with synthetic liner. The proposed
project will provide bagging, weighing and stitthing equipment,
to be placed in an existing or a new port shed, plus spare parts,
tools and training in operation and maintenance, It is proposed
that locally available jute bags be used, and that synthetic liners
be included with each fertilizer shipment. The buckets used in
unloading the cargo from ships need merely be locally available
55 gallon drums, with hooks welded on to facilitate handling with
ship's gear or other hoists.
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2. Additional Storage Capacity

Based on conservative projections for fertilizer usage through
1981-82 an additional storage capacity of 177, 000 MT shouid

be installed. A current proposed project (Transitional Quarter {TQ)
funded) project will finance up to 50,000 MT of this requirement;
this project will provide for up to an additional 110, 000 MT.

Access to fertilizer at local levels indicates that this requirement
must principally be met at the point closest to the farmer, the
Thana (or county)level. Only if adequate storage is available

at this point can stocks be maintained in quantity to ensure local
demands can be met on a timely basis., In the absence of such
facilities, and in a demand tight situation, prices can only rise to
the particular detriment of the small farmer. Accordingly, the
project calls for warehouses principally of 500 MT capacity

at the Thana level, with a few of 1000 MT size where local

Thana demand and logistics constraints indicate the need. Some
larger units at District or Intermediate level of 1000 MT

2000 MT will be included if transit needs indicate this to be
critical to fertilizer flow to the Thana level,

Foodgrain storage size at Thana and District is normally of

500 MT capacity, and if this project alternative is followed,
consideration will be given to addition of the same capacity

or construction of 1000 MT or larger facilities as the need
indicates. The total in project terms would be on the same
order as the 110, 000 MT for fertilizer, What would be

involved would be the ratio between storage capacity constructed
for fertilizer and foodgrains.

C. Project Outputs

The outputs anticipated will be:

1. bulk offloading and bagging equipment for fertilizer in place

in sufficient quantity to accommodate expected arrivals in a timely
manner, and a yard to house administrative offices, store,
maintain and repair equipment, spare parts, tools, equipment,
etc,

$8
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2. a system in place to ensure efficient administration,
operation and maintenance of the equipment, including
trained personnel to handle dispatch of equipment to ships
and routine maintenance, and a pipeline of spare parts
and replacement equipment,

3. additional storage capacity for fertilizer or foodgrains
totalling 110, 000 MT installed and functioning.

4. a system in place to manage effectively the entire network

of the Bangladesh Agricultural Development Corporation (BADC)
warehouses for fertilizer, including inventory control, storage
procedures and basic maintenance; and similarly for foodgrains
storage (the Ministry of Food) to the extent this project alternative
is followed.

D. Kinds and Amounts of Technical and Physical Resources Required

Technical;

Assistance in establishing a bulk unloading and bagging system
for fertilizer, and in identifying or designing most suitable
equipment to be used. Training in operation, maintenance and
repair of equipment,

Physical;

Covered storage space in each port will have to be made available
for fertilizer receipt and bagging. Provision of bulk handling
equipment, spare parts, tools and other items; cement, steel

bar and aggregate for warehouse construction, Also, local
resources will be necessary for both locally available construction
materials and labor.

E. Disbursement Period

Initial disbursement is expected to take place in the first quarter
of FY 1978 with all disbursements completed within three and a
half years of project authorization, i.e., final disbursement
should take place by mid FY 1981.



F. Major Assumptions

1. Fertilizer supply will keep pace with demand to ensure greater
use of fertilizer for food production.

2. Significant imports of fertilizer will continue indefinitely.

3. Shipment and handling of bulk fertilizer will continue to be
less expensive than that of bagged fertilizer.

4. BADC can effectively distribute fertilizer to provide farmers,
particularly small farmers, with improved access to fertilizer at
reasonable price. (NOTE: This problem is being addressed in a
pilot program (see H.below) and will be in the FY 1977 Agricultural
Inputs Project.)

5. Continued foodgrains import and significant expansion of the
BDG program for foodgrains procurement.

G. Host Country and Donor Activities

No other bulk facilities for fertilizer are planned for the ports.
Additional fertilizer storage capacity is being proposed for

$5. 25 million in TQ funding by AID: a total of approximately
50,000 MT of warehouse capacity would be provided under the
project. In order to make most effective use of the resource
and take advantage of the momentum of the earlier project, the
TQ project and this FY 1978 project would be designed to overlap
in the second construction year of the first project.

The BDG is currently engaged in a program of construction of

150, 000 MT of foodgrains storage, and other donors have indicated
interest in contributing to the total requirement. Should the extent
of this interest meet the need, this project would not include such
construction.

H. Alternatives

With regard to bagged vs bulk shipments, the only alternative is
to continue with the present system, i,e., shipment of bagged
fertilizer, acceptance of delays in turning ships around and losses
due to handling, with the resultant added foreign exchange costs,
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Concerning storage capacity, there are no realistic alternatives

to increase of warehouse space if fertilizer use is to expand to
respond to growing food production requirements, and particularly

if the small farmer is to have reasonable access to share in this

use. To depress demand artificially is an unacceptable alternative
for any but the most immediate emergency term., To require the
Bangladesh Government to finance expansion solely from its own
resources is equally an impractical alternative in view of Bangladesh
resgurce constraints,

The same factors also apply with respect to foodgrains storage
capacity. Without such space, the BDG cannot pursue a course
of expansion of domestic procurement, which is an essential

factor to a sustained increase in production and rural incomes.

AID interest in the project is a reflection of basic AID concern
for the need for growth of rural incomes and related increase in
food production. It also, however, directly derives from the
continuing AID contribution since Independence to meeting
Bangladesh requirements for fertilizer inputs as well as imported
foodgrain needs, a contribution which is likely to continue into
the foreseeable future. The need to address the requirement for
fertilizer and foodgrains warehouse space is immediately related
to this program emphasis,

I. Beneficiaries

Bulk Facilities ;

The direct beneficiary will be the Government of Bangladesh,

which will achieve a substantial foreign exchange saving as a

result. Indirect beneficiaries will be users of imported fertilizer

as proper handling reduces losses and leads to increased availability
of supply.

Storage Facilities:

Immediate beneficiaries will be those employed in warehouse
management, operation and maintenance. Longer term benefi-
ciaries are the Bangladesh small farmers, who should have
readier access to fertilizer, This should act to make fertilizer
available in quantity which will have particular impact for the

Gl
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small farmer who tends to be priced out at scarcity. In this
connection, AID is working directly with the Bangladesh Agri-
cultural Development Corporation (BADC - the agency responsible
for agricultural inputs distribution) on a pilot program for fertilizer
distribution to improve access for the small farmer to fertilizer.
As this program evolves into a national fertilizer distribution
system, the construction of additional local warehouse space should
assist this effort.

Adequate foodgrains storage should permit an expanded domestic
procurement program, thus providing essential price support
for agricultural production. This will particularly benefit the
small farmer who is more vulnerable to price fluctuations and
less able to hold his crops for general market price increases.

J. Spread Effect

Bulk Facilities:

There will be no direct foreseeable spread effect, Completion
of the project will enable bulk rather than bagged shipments to
be received at the country's two major ports, resulting in
substantial savings with each shipment., The continuation

effect of these improvements following completion of the project
will be a spread effect of a kind, and an important one.

Storaie Facilities:

As a result of this project new facilities will be constructed and
operated, The example of a well run and controlled AID-financed
program for construction of fertilizer and foodgrains warehouse
space should act as a direct stimulus to BDG efforts toward the
same purpose. Construction will be on a fixed-amount-reimbursement
(FAR) basis, which should give emphasis to achieving this purpose.
The AID project is only a portion of a continuing requirement over
a term of years, a requirement which will have to be carried out
by the BDG itself, perhaps with assistance of other donors. The
effectiveness of this project (and its predecessor in the case of
fertilizer warehouses) in ensuring a sound basis for selection of
site and size, as well as basic good contruction, should stand that
effart in good stead,

6L



-8 -

II. Financial Requirements and Plans

Total project cost in US dollars and US dollar equivalent is

estimated as follows;

AlID-financed Costs BDG Costs

Total

A. Loan

Bulk handling and bagging 600, 000 1, 000, 000

Storage facilities 13,400,000 3,760,000

1, 600, 000

17, 100, 000

14, 000, 000 4, 760, 000

B, Grant - TA and Training

18, 760, 000

Bulk handling and bagging 40,000 - 40, 000
Storage facilities 260, 000 - 160, 000

300, 000 - 300,000
A & B TOTAL 14, 300, 000 4,760,000 19, 060, 000

III., Development of the Project

A. Studies and Analysis

Preliminary discussions have been held with BDG personnel
among those familiar with port handling problems. Further

study is required in the area of bulk fertilizer handling,

particularly with regard to possible locations for such facilities
in the ports and the types of equipment most suited to local

conditions.

The Ashuganj Fertilizer Project (AID Loan 388-T-003) includes
as part of the IDA-financed portion a study of Bangladesh fertilizer
marketing, storage and distribution, The results of this study,

and the recommendations agreed upon, are by terms of the Ashuganj

63
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agreement required to be approved by AID and implemented by
the Bangladesh Government. The study is expected to recommend
by location and size the most appropriate additional warehouse
space required for effective fertilizer distribution. This study
is expected to have its preliminary recommendations available
by November 1976. The results in terms of sites, sizes and
costs will be reflected in implementation of the proposed TQ
AID loan for storage construction, as well as in this project.
Preliminary engineering, design and construction estimates
will be derived from the TQ loan and evaluation thereof. No
other major study or analysis is expected to be required.

For foodgrains storage construction, an IDA-financed report
is available, the U.K. currently has a report under preparation,
and the Mission has requested a teamn from Kansas State
University (KSU) to review the requirement. The KSU team

is scheduled to come to Bangladesh in July 1976,

B. Schedule

1. TDYs/Consultants

A possible requirement for two man-months of TDY engineering
and consultant assistance to confirm engineering, design and
construction cost estimates for the warehouse space to be
constructed, as well as review determinations on sites and sizes.
This assistance will draw upon the on-going implementation of
the current proposed fertilizer warehouse project. Jan/Feb 1977,

In addition, one to two man-months of engineering and logistics
TDY or consultant assistance will be required for the port
handling component, September/October 1977.

2. PRP Submission

October 1976,

3. PP Submission

Final quarter of FY 77 (July/August 1977) for authorization in the
first quarter of FY 1978,

Al
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C. AID Resources

The only AID resources, apart from Mission time, required for
project preparation are the engineering TDY and consultant
assistance described under III, B. above. This would be expected
to be financed from regional Project Development Support funding.
Mission staff should be able to meet all other requirements.

IV. Issues of a Policy or Programmatic Nature

The only policy or programmatic issues have to do with: first,
AID involvement in local construction in Bangladesh; and second,
use of US dollar funds for such construction.

The first of these derives from AID experience in implementation
of post-Independence relief programs. These encountered great
difficulty in monitoring and control to ensure proper quality of
local construction. It should be possible to meet this issue in

the project, however, through the contribution of a larger Mission
engineering staff, through the direct involvement of consultant
engineering and construction supervision services, as well as
through application of FAR as the vehicle for construction
pavments by AID, It should also be possible to avoid most of

the previous problems by agreeing upon all conditions at the

outset of the project with respect to procedures and responsibilities
on the BDG side for the construction program, Xach of these
issues will have been met in the context of the proposed TQ project
for warehouse construction, and the findings recorded in this project.

The second issue is one which is expected to be addressed and
resolved by AID in context of the TQ project. This concerns the
question whether such a program should be financed through use of
PL 480 Title I proceeds or the Title I forgiveness mechanism,
through US dollars or through some combination of these, These
are policy issues which go beyond present identification of the
project, and are not concerned with the substantive question of
proceeding with the project however funded.

USAID/Bangladesh
June 1976
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Project Identification Document

Small Farmer Credit

I. Summary of the Problem and the Proposed Response

A, General Discussion

The goal of U.S, development assistance to Bangladesh
is to improve the wellbeing of the rural poor. Within the agri-
cultural sector, the Mission's Development Assistance Program
proposes a broad based strategy to increase crop production,
increase small farmer income and to create employment for the
landless. The strategy includes the dissemination of HYV
technology, the provision of inputs (primarily seed, water and
fertilizer), the creation of rural infrastructure, the enhancement
of rural market towns to name the primary elements. To date
USAID/Bangladesh has provided substantial assistance for agri-
cultural inputs and agricultural research and limited assistance
for the creation of rural infrastructure. Efforts which are planned
for the near future include hand pumps on medium term credit for
small scale irrigation, additional agricultural inputs and possible
assistance for rural electrification. There are, however, additional
development problems which serve to constrain production, cause
the skewing of agricultural income toward relatively "'large’ farmers
and which accelerate the pace with which farm families become land-
less. One of these problems is the dearth of agricultural credit for
small farmers from institutional sources,

It might be presumed that the Government's agricultural
strategy would be designed to reflect the economy’'s factor endow-
ments -- an abundance of labor, a scarcity of capital and the lack of
land for expansion, Unfortunately, such is not the case: capital, in
particular, is heavily subsidized and underpriced. The situation
is made more serious by the fact that services (research information
and access to credit) and inputs(HYV seeds and fertilizer) provided
by the Government are more readily available to large farmers
(i. e., those holding 2.5 acres or more). Large farmers, in response

to these conditions, maximize the use of cheap capital for the purchase
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of HYV inputs and technology {tube wells and pumping equipment)
and minimize the use of hired labor., Large farmers whao utilize
HYV inputs and related technology reap higher yields per unit of
land, and as a consequence, increased incomes -- to some extent

at the expense of small farmers who do not have equal access to
either the technology or the institutional credit to finance it. In
general, the economic and social consequences are skewing of income
toward large farmers, increasing land values and resulting pressure
to force small holders into tenancy status and tenants into '"landless-
ness', This trend is characteristic of agricultural development in
many countries where insufficient attention has been paid to the
problem of physical access to, and credit for the purchase of HYV
technology by small farmers., For Bangladesh, wherein from 20

to 40% of the population is already landless, a failure to first halt
and then reverse this trend will have profound social consequences.

B, Current Situation

Rural debt is a pervasive phenomenon in the Bangladesh
countryside, In one small sample of two Thanas in two districts
the incidence of borrowing from all sources was 83 percent of the
households surveyed. While the absolute size of average debt was
small, i,e., Taka 400 per household in 1969/70, it was large relative
to average income, In addition, the rate of debt accumulation per
annum was accelerating. The authors of this analysis also found that
there was a direct relationship between average size of a farm
operation and the amount of credit secured from institutional sources,
e. g., the smaller the operating unit the more likely the farm family
would borrow from non-institutional sources including friends,
relatives and money-lenders, typically at very high rates of interest.
Thus, a situation is described wherein nearly all households are in
debt, rural debt is increasing, and the debt for the great majority
of rural households, is derived from traditional sources,

The existing institutional credit system satisfies perhaps
15 to 20 percent of the total demand for credit of the rural population
but it is very strongly skewed toward the medium term requirements
of relatively large farmers, This is an important point for it is
roughly estimated that the average land holding is 2.5 acres and
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becoming smaller with more than two thirds of all farms smaller
than the average. For example, the Bangladesh Krishi Bank (BKB)
made 65% of its loans, accounting for 81% of total lending, over the
five year period from 1965/66 to 1969/70 to farmers holding three
acres or more, In general, no credit was or is extended to farmers
who cannot offer land as collateral.

Also serving rural needs is a system which has been devised
for implementation through the Integrated Rural Development Program
(IRDP). In this system the quasi-public, commercial Sonali Bank
(SB) lends to groups of farmers organized into primary cooperative
societies (KSS) through intermediate Thana Central Cooperative
Associations (TCCA). While the size of loans has been scaled down
to more appropriately match small farmer need, e.g., Tk. 200 per
acre before devaluation, and while the credit is short term and
production oriented, the system is reported to be slow, inefficient
and fixed upon land as the collateral for production credit. A
positive feature of the IRDP system is that the cost of credit to small
farmers is 15 per cent per annum which more closely approximates
the social cost of capital than does the 11 percent charged for medium
term credit by the BKB. One defect of the IRDP systemn is that it
is an attempt at providing credit through a highly bureaucratized,
non-banking, institution -- the TCCA -- at the local level, In
addition, the IRDP system shares the BKB's tendency to avoid lending
to small farmers who cannot offer land for collateral on the grounds
that small farmers do not repay -- contrary worldwide and Bangladesh
specific experience, notwithstanding.

In summary, the problem is to design a project which will
deliver small amounts of credit to small farmers, for short-term
production purposes, through an efficient administrative system. The
second and related problem is to design a project which will mobilize
rural savings. The IRDP-TCCA two tiered system provides farmers
the opportunity to purchase shares and to save in their cooperatives.
The interest rate is low and the degree of savings mobilization is
correspondingly low. Similarly, interest on savings deposits offered
by commercial banks are not as high as they should be. In order to

A



finance the expansion of agricultural credit it will become increas-
ingly important to channel rural savings -- which would ordinarily
be used for non-productive purposes -- into institutions which can
formalize the lending of these resources for productive activities.

II. Project Purposes

The problem of meeting the credit needs of small farmers --
particularly for the production credit requirements of owners cum
tenants operating 2.5 acres or less -- cannot be solved in the short
run. It is a complex problem involving a number Government
institutions, the development of new processes which will engage
directly small farmers and, last but not least, national credit policy.
With respect to the latter variable, and even if the institutions
existed to deliver production credit to small farmers, the available
financial resources are being absorbed by the public sector. In the
long run the society must find a way to mobilize rural savings to
finance the required levels of investment in agriculture,

In view of the suggested complexity and scale of the problem
of agricultural credit, and its mirror image the mobilization of
rural savings, the Mission proposes a project with the following
"Pilot" or "Test' purpose:

“"To design, test and evaluate three systems of
small farmer credits, for crop production, in
three areas of Bangladesh,"

On the assumption of a successful test and evaluation of at
least one system, the problem would be to find ways and means. of
replicating the system nationwide, In this context, the test system
proposed herein are not immediately linked to sector goals for in
creasing aggregate agricultural production and national small farmer
income, The hypothesized value of the project would be to develop
systems which would, in fact, lead to a national system of rural
credit with savings which would work to the advantage of small
farmers,
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III. Description of the Project

A, Banking System Models

At the national level agreement would be reached with the
Bangladesh Bank to start a test small farmer creditproject in two
areas, In these areas, the BB would authorize an interest rate on
savings deposits of, say, 15 percent per annum,

Secondly, agreement would be reached to lend small amounts
of money, e.g., predominantly in the range of Tk, 750 to I, 500 for
short term production loans, repayable at, say, 20 percent per annum.
and with a term of about six to nine months. (These amounts are
only suggestive., The interest rate and other terms for savings and
lending would be adjusted as the result of an annual evaluation
exercise to more nearly approximate rural demands}.

The institutions which would be employed to implement these
national policy changes could be the Bangladesh Krishi Bank (BKB, a
governmental banking institution) and the Sonali Bank (SB, a quasi-
public, cormnmercial banking institution) in areas where there is a
relatively high density of their respective branch bank facilities.
Through the pilot project, each bank would be accorded an opportunity
to design a small farmer credit program and make it work,

The criteria for lending would be minimal, Any farmer,
whether a pure owner, owner cum tenant, or pure tenant farming
2.5 acres of land or less (but not an absentee owner) would be
eligible to receive a short-term line of credit upon making a simple
one-page application verified for its authenticity by some local
political entity(such as, a Union Parishad), local government entity
(police, extension agent, revenue official), or bank personnel. A
model which may warrant testing would be group lending, where ten
or so small farmers prepare one application for a loan. The details
of the verification mechanism would be worked out in the course of
further project development and in consultation with Government
and banking officials., However, it is anticipated that the most effective

7
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screen to large farmer participation will be the relatively high rate
of interest charged for production credit since this class of farmers
generally has access to lower cost capital from other sources,
Whether the credit should be extended in cash or in kind (e, g., a chit
system for the procurement or inputs from retailers) would also
have to be developed, In any case, the objective would be to extend
credit to as many small farmers as possible with all collateral
requirements waived and in the most efficient and simplified manner,

B. IRDP Model

The second test system would resemble the first with
respect to a high interest rate for savings deposits and production
credit but would be centered on, and delivered through, the IRDP-
TCCA primary societies channel, Again, the credit facilities would
be targeted on farmers operating 2.5 acres or less and no collateral
would be required., The nature of this test would be to ascertain
whether the present IRDP system could be invigorated with an infusion
of capital and a simplification of its administrative systems.

In both systems the project would test low cost methods to
assure a high loan recovery rate. These might range across a
spectrum of options including cutting off access to production credit
until loans are repaid, to cutting off access to agri'cultural inputs
in the case of a system where credit is supplied in-kind to social
pressure (especially through the IRDP primary societies}, etc, It
is expected, however, that small farmers will protect their access
to relatively low cost production credit (when compared with interest
rates charged by money lenders) with high rates of repayment.
This expectation is based upon the experiences of credit programs
in other countries which have been directed to a small farmer clientele.

IV. Estimated Qutputs Necessary to the A_hievement of the
Project Purpose

A. Simplified systems installed to capture rural savings in
high interest savings accounts in three areas.

B, Two or more simplified systems for making application
for short term production credit.



Two or more simplified systems for verifying the
authenticity of small farmer loan applications with
respect to residence, farm holding size, tenant or
owner-operator, and the agricultural input requirements
for production credit.

Cash and "in-kind'" systems for dispensing credit designed,
installed and tested.

Two or more systerns for loan collection designed,
installed and tested for effectiveness and cost efficiency.

Loans made to small farmers holding less than 2.5 acres
in three test areas as follows (on the assumption of an
average loan size of Tk, 1,100 or about $ US 75 in a range
from Tk. 300 to 3, 000 depending on crop and season}.

YEAR OF PROJECT

NUMBER OF LOANS
{ $US Thousands)

1 2 3 Total
Model 1A: the public 2,000 3,000 4,000 11, 00C
banking system ($ 150) ($ 225) ($ 450) ($ 825}
test, the BKB, in
one area
Model 1B: the commercial 2,000 3,000 6,000 11,000
banking system test, ($ 150) ($ 225) ($ 450) {$ 825)
the SB, in one area
Model 2: The IRDP two 2,000 3,000 6,000 il,000
tiered system in ($ 150) {($ 225) ($ 450) ($ 825)
one area
Totals 6,000 9, 000 18, 000 33,000

($ 450) ($675) ($1,350) ($ 2,475)



V. Estimated Kind and Amount of Required Resources

Development loan financing is proposed to capitalize the test
systems and to cover the anticipated substantial overhead costs to
install and operate the proposed systems. On this basis the
following estimates have been made:

A, Cost of capitalizing the two test systems: $1, 350, 000
(per the output schedule IV, F, Column
3 above).

B. Incremental overhead costs for installing 350, 000

and operating the test systems (including
staff expansion and training).

C. Total $1,700, 000

In addition a grant financed technical assistance element would
be required to assist with the design of the test systems, to design
and collect the required baseline data, and to conduct an evaluation
of the test efforts.

Approximately six man years of advisory assistance plus limited
short-term, third country training at a cost of $550, 000 would be
required to design and install the test systems. In addition,
about nine man-months of consulting time would be required
for evaluation {(or approximately $50, 000).

Total project costs would be in the magnitude of $2, 300, 000
composed of $1, 700, 000 loan financing and $600, 000 grant financing.
The estimated disbursement period for the DL component would be
42 months from the execution of the Loan Agreement and approxi-
mately 48 months for the implementation of all technical assistance.

In the design of the loan implementation mechanism care
would have to be taken to maximize good performance in the banking
system and IRDP models. Specifically, it would be very important
not to build in an implicit incentive for credit defaults., One among
many possible mechanisms would be to reimburse the banking
system for the total value of loans made under the project and for

2
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which collections have been received from small farmers on
an annual or credit season basis.

VI. Beneficianies

On the assumptions and estimates above, 33,000 loans would
be made over the three year life of the pilot project which would
directly address a production credit need for approximately 18, 000
small farmers who hold or operate less than 2,5 acres. The net
benefit to participating farmers has not been calculated since it
involves many variables -- owner or tenancy status, the three
main cropping seasons, crops planted, water availability and
other technological choices.

VII. The Significance of the Project

The evaluation of the project would answer the following questions
which are pertinent to the broader and long run problem of financing
investment in the agriculture sector in Bangladesh:

A, The size of the rural response to a savings deposit
interest rate of 15% per annum,

B. The feasibility and replicability of simplified systems
for credit application, verification and loan recovery
for small farmers,

C. The relative merits of a more open, liberal banking
system, small farmer credit operation vis-a-vis,
an IRDP, primary society, or '"group’ credit approach.

D. The feasibility of targeting credit operations on a
specific farmer population, e.g., those operating
2.5 acres or less,

E. Whether overhead costs for such small farmer credit
systems can be reduced to an acceptable proportionate
level given a borrower-saver spread of five percent
and the quantum of rural savings generated (A. above).

F. The extent to which small farmers actually allocate
credit to production needs as distinct from consumer
and old-debt repayment needs,

¢
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VIII. Major Assumptsions

A. Domestic foodgrain prices will be sufficiently
attractive to cause the continuing adoption of
HYV technology and inputs by farmers in general
and small farmers in particular,

B. There is no significant cultural constraint to the
consumption of HYV cereal grains.,

C. HYV inputs, primarily seed and fertilizer, will be
available in sufficient supply to meet small farmer
demand (which demand, it is hypothesized, should
accelerate with the availability of credit).

D. Domestic inflation is kept within reasonable limits,

5.8 Alternatives to the Proposed Project

There are hundreds of credit system models in the literature
of agricultural development and in use throughout the world, In
Bangladesh there are at least three systems in operation which
serve primarily the needs of relatively large farmers and mostly
on a medium term, heavily subsidized basis. There are no doubt,
many alternative models to the one proposed in this PID which could
be directed to the provision of short term production credit for
small farmers at interest rates which approach the social cost of
scare capital, While the Mission welcomes suggestions on the size,
duration, cost and mechanics of the tests proposed herein, we
suggest that there are a few elements which should remain inviolable,
These are (a) a definition of the small farmer target population which
will be served by the particular test credit system; (b) securing a
Government policy determination to increase the interest rates for
both savings and short term credit to levels approaching the social
cost of capital; and (c) the need for testing whatever system(s}) is
selected before engaging the Government in a national credit
program.
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In addition, we are cognizant of the problem of proposing
a test project of sufficient scale and financing to garner the
Government's interest in the experiment, In this regard, AID
could select a financial incentive strategy ranging from a completely
grant-financed pilot effort of $ US 2. 3 million, to a mixed loan/grant
pilot where each year's cost of credit operations would be capitalized
(i.e., DL of $3. 0 million for capitalization and incremental overhead
and $ 600, 000 for grant financed technical assistance) to the mixed
loan/grant pilot proposed herein (i.e., DL of $1.7 million and $600, 000
grant),

X. AID Consideration

The project idea is proposed because the Mission regards
the lack of short term production credit to small farmers as a key
determinant to the rate at which HYV technology is adopted in Bangla-
desh. This rate of HYV adoption is causally linked to increasing the
demand for labor, family and hired, and increasing the incomes
of small farmers and landless labor. The provision of production
credit to small farmers is one of several important variables in
a social equation which is operating to skew agricultural incomes further
toward large farmers, increasing rural debt particularly among
small farmers, and pushing the class of farmers who hold the small-
est units of land into a state of landlessness,

XI. Development of the Project

Upon AID/W approval of the concepts described in this PID
the Mission would make a series of representations to officials in
the Planning Commission, commercial banks and the Bangladesh
Bank with a view to securing their commitment to the required
npolicy and administrative changes in the three test areas upon the
initiation of the project. To support these representations the
Mission would probably require financing for a visit by banking experts
from a developing country, such as Korea, where similar small
farmer credit schemes have been implemented and perhaps financing
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to cover the observational travel of officials and banking executives
to view such credit schemes in actual operation, This requirement,
fo m Project Development and Support resources, could be satisfied
with approximately $25, 000, The representations, consulting and
observational travel would be conducted in August and September,

1976,

On the assumption that the BDG commitment in principle
can be secured in the Summer, 1976, the Mission would also
require the services of a credit specialist for approximately two
months' time (September and October ) to prepare the Project
Review Paper. The estimated cost from PD & S sources, would
be $13, 000,

4%
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Project Identification Document

Land Occupancy Study

I. Summary of the Problem and the Proposed Response

A, The goal of A, I.D, development assistance to Bangladesh
is to improve the wellbeing of the rural poor. Within the Agricultural
sector the Mission's Development Assistance Program proposes & broad
based strategy to improve agricultural production, small farmer income
and to create employment for the landless, The strateg> includes the
dissemination of HYV technology, the provision of improved inputs,
the creation of rural infrastructure and the enhancement of rural
market towns,

Given a technology that is neutral to scale, perfectly
distributed and utilized by all farmers - large and small, owner-
operators and tenants == there would be an increase in aggresate
agricultursl output and, theoretically, an increase in the absolute
level of income, though the income share of each farming class
may remain unchanged, In other words, the income pie would grow
larger but the relative size of the slices would remain unchanged,
Unfortunately, while HYV technology is neutral to scale, all
farmers in Bangladesh do not have equal access to it, The implica-
tion, to quote recent A,I.D. program guidance (AIDTO CYRC A-239, pg, Al),
18: "eees Where there is a high degree of insecure tepancr, even
'scale-neutral® improved technologies emn lead to large-scale displace-
ment of tenants,”

The problem of land occupancy or "rights in land” may be
addressed on two conceptual levels: first, as the subject of policy,
program and project activities to secure rights of tenure; and
second, as an area of research inquiry that would lead to an agricultural
strategy, with or without tenancy reform per se, that would neither
cause the skewing of agricultural income toward large farmers nor
accelerate the rate that small holders become tenants and tenants
became landless labor, On either concept: al level the problem is
first to define the nature and scale of insecure tenancy, To this
end the Mission engaged Profiessor F. Tomasson Jannuzi, Director,
Center for Asian Studies, Univerasity of Texas (at Austin) to mmke
a very preliminarv and judgmental assessment of the relationships
of pecple to land in Bangladesh, Most of the substantive commentar—
which follow have been derived from field work and interviews conducted
bv Dr, Jannuzi in Bangladesh during the period from May l4th to
June 9th, 19'760

80



-2 -

B, Historical Background

Bangladesh is located within a region of the Subcontinent
where the relationships of the cultivating peasantry to the land

have been conditioned by the Permanent Settlement of 1793. This
Setthement legitimized the rights in land of certain none~cultivating

intermediaries (Zamindars) between the East India Company and the
peasantry of the region, The Zamindars had one primary function:
they were "revenue-farmers”, They were given new legitimacy by the
Permanent Settlement to collect rent from their tenants and to pass
on to the Company (and later the British Raj) an amount fixed in
perpetuity in fhe form of "land revenue". Over the years, these
revemie-~farmers esteblished themselves as powerful figurea in the
countryside, exercising quasi-feudal rights over the peasantry,

A high percentage of the Zamindars were absentee landlords who
seldom visited their "estates", except through their agents to collect
s shere of the produce from the land, Rack~renting (i.e. extracting
more than legal rates permit) and other abuses of the peasantry were
common derivatives of the Permeneni Settlement.

Following the establishment of East Pakistan, legislation
was enacted toc asbolish the Zamindarl system, In practice, this
meant that the government sought to eliminste all rent«receiving
intermediaries between the State and thoge peasants who had under
law a right of permanent cccupancy to the land within their possession,
This was accomplished through The State Acquisition and Tenancy Act of 1950,
which is still in force, lLegally, therefore, in contemporary Bangladesh,
the State hag assumed the role of super landlord or Zamindar and collects
land revenue as well as other assessments and rates from sections of
the peasantry (now legally classified as "tenants" of the State),
In effect, this legislation removed the Hindu Zamindar fromthe top
of the hierarchy of interests in land,

C. The Current Situation

The legislation whichhas been enacted in Bangladesh to abolish
the Zamindari system did not transform the traditional agrarian system,
Rather, it is hypothesized that the relationship of people to the land
at present mey be more accurately described as follows:

1) though most holdings are relatively small, absentee
landlordism existe to a great extent;

2) sub-lettingof iand by de jJure tenants of the State continues
on a grand scale, even though prohibited br law;

&l
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3) those who lease from these de jure tenants (i.e., land-
lords) have no de jure rights in land;

4) nothing has been legislated or promilgated that would
enhance the status or rights in land of sharecroppers
and landless agricultural laboxers;

5) a high percentage of the cultivable acreage of the country
may presently be tilled by sections of the peasantry
having no de jure rights in land; and

6) since access to capital for investment is largely
determined by de jure rights in land, most cultivators
have only very limited access to modern technological

inputs,

In addition, this hrpothesized situation is made more difficult
br: the confusion that exists concerning the rste of growth of the
oumbers of small farmers, sharecroppers and landless laborers; and
out=of~date land records, some reportedlv as old as 1928 and 1896,

The aforementioned hypotheses stand in sharp contrast to
reports published b~ the former Government of East Pakistan that
have been uncritically accepted by the Bangladesh Government, the
commnity of bi-lateral and multi~lateral donors, and area scholars
alike, For example, the Master Survey of Agriculture in Bangladesh
(Seventh Round, Second Phase) states that 81.38 percent of the
cultivable acreage is "owner cultivated” and 18,62 percent is tilled
under sharecropping arrangements, In contrast and as reported to
Dr, Jannuzi during his cursory field work, the percentage of cultivsble
acreage tilled by farmers who bave no de jure rights in land may
range from 60 to 90 percent of Bangladesh as a whole,

II1. Program Goals, Project Purpose and Qutputs

At this preliminary stage of the definition of the problem
of land tenancy the Mission proposes & program goal as followa:

"The development of a bodv of empirical knowledge on the
social and economic condition of the small farmer target

group stratified b class which mav be utilized in the further
development and refinement of the Mission's rural development
strategy at a program level, and within micro project designs.”
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The project purpose would be:

"o define the contemporary hierarchy of interests in
land in Banglsdesh and to determine the nature of both
tradition and modern processes that are changing the
relationships of people to the land.,”

The Mission's estimate of the required outputs to achieve the
ahove stated project purpose is as follows:

A, Documentation of the current hierarchy of interests in
the land with respect to the Government, asbsentee landowners,
ownerwoperators, various types of sharecroppers and various
clagses of landless lsbor;

B, The isolation of processes affecting rates of change
in the various relationships of people to the land;

C. Establish the causal relationship between the spread
of HYV technology and differing kinds of de jure and
de facto systems of rights in land;

D, To determine how the sharing of risk, mengagement decisions
and increased crop production are related to tenurial relationships
of people to the land; and

E. 7To project the direction and nature of changes in the
relatiemships of people to the land in the sbsence of policy
and program intervention,

III, Description of the Project

The proposed project is a research undertsking which can be
designed end implemented within a short period of time -~ less than two
years,

The sequence of #teps leading to the research product would he
as follwws:

A, Securing the Government®s sanction of the research under-
taking and the identification of mn appropriate Bangladeshi Institutional
home, Possibilities currently include the Planning Commission, the
Bangladesh Institute of Development Studies, the Ministry of Agriculture,
the Integrated Rural Development Program, the Land Reform and Land
Adminietration Dévision, Daceca University and others.
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B, Preliminary definitiooal work on nomenclature apd classifica-
tions of tenurial systems and a review of secondary source materials.

Cs The design of a sample survey questionnaire and pre«testing.

Ds The training of Bangladeshi professional staff for the
execution of the survey,

E. Execution of the first round of the survey, data apalysis
and the publication of the first interim report.

F, Executien of the second round of the survey, data analpsis
and the publicatinn of the final report,

Steps A,, B, and, to the extent possible, C,, would be accomplished
during the FY 77 project development period leading to a Project Paper,
Implementation of the project would begin in the first quarter of FY 78,
The first interim report would be prepared by June, 1977 and the project
would be completed by mid FY 79, (See also section VII below regarding
project development).

IV, Estimated Kind and Amount of Required Resources

Grant financed technical assistance would be required for
the development and execution of the proposed project, One full=time
Research Coordinator, with specializationin land tenure systeme and
economics and political economy, would be required for the 18 month
duration of the project ($105,000), Approximately five months of
consulting time womld be required in specific aspects of the research
effort, e,g+ the relationship of HYV technology, institutiona) and
non=institutional credit to tenurial systems and rates of change
($20,000)., 1In addition, funds would be required for U,8, based
research, data processing and analysis and report writing ($15,000),
Local cost requirements would include supplies, ine-country travel,
in-service training ($20,000), The total AID contribution for the
16 month research effort would be approximately $ 160,000,

The Bangladesh Government contribution would include the
salaries and allowances of the approximste 10 Bangladeshi profeasional
and secretarial staff who would be required for the execution of the
survey and related work, The Bangladesh Govermment contribution would
2180 include acceas to archives and personnel who are involved in the
many aspects of the relationship of people to the land,
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Y. Beneficiaries

The direct beneficiaries of the research product would be the
Bangledesh Government, AID and other donor institutions which
require such data to improve inter alia,policy formulation, program
strategies and project designs, The indirect beneficlaries -- on
the assumption of policies, programs and projects which would be
undertaken as a result of the research -~ would be the rural people
in their relationships toc the land which the research describes,

VI, Meajor Assumptions

With respect to developing a project, the majur assumption is
that the Bangladesh Government will sanction a research undertaking
on the subject of rights in land with the assistance of a bi-lateral
donor, At the pregsent time we can say that there is considerable
interest in this research topic among some high elevel civil servants;
however, we cannot predict the reaction of Bangladesh policy mekers
at higher levels,

If the Government sanctions the proposed project we assume s
causal linkage between the research product and changes of national
policy with respect to tenurial reform, and consequent programs and
projects that would stabilize and/or transform the relationships of
people to the land, On the other hand, and on_the negative assumg
that no policy change would result from the proposed research, the
body of knowledge on relationships of people to the land would be
subatantially enhanced with positive consequences for improved
project design outside the tenurisl reform aphere,

VII. Alternatives to the Proposed Project

Since neither the de facto relationships of people to the
1and nor the magnitude of these relationships is empirically défined,
the Migsion is unalle to offer a feasible alternative to the basic
research proposed herein, There are, of course, many alternative
ways in which the research could be conducted, over varying lengths
of time, with or without the support &€ s foreign donor,
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VIII. Development of the Project

In view of the smeall size of the project and its short
duration the Mission proposes, as provided in Randbock 3 om
Project Assistance, to proceed directly from a PID to e Project

Paper,

Upon AID/W spprovel of this PID, the Mission would
make representations to the Bangladesh Govermment with a view to
securing ita sanction of the propoaed project and its placessot
within a Bangladesh institution. This would be accomplished
before October 31, 1976 in order to affirm the project for the
FY 78 Congressional Presentation. In @dcember, 1976 end Janurary,
1977 epproximately six weeks of consulting time, involving
possibly two consultants, would be required for the purpose
of accomplishing the preliminary definitional work on nomenclature
and tenurial classification svstems and to design the sample
survey questionnaire (elements IIX. B. and C, above, respectively).
This work would be incorporated into a Project Paper br the
Mission for submission to AID/W by approximately May, 1977
to enable the implementation of the project to begin in the
first quarter of FY 78,

Approximately $8,000 would be required from Project
Development and Support resocurces. to fulfiil this need.

gl
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PROJECT IDENTIFICATION DOCUMENT
Project Development Assistance

and Training Project

I. Summary of the Problem to be Addressed and the Proposed Response

A, The Problea

Most assistance provided since Bangladesh Independence has been relief
and rehabilitation rather than development. AID and other donors have
become heavily involved in development activities only in the past
two years, Consequently, there has been little opportunity for the
Government of Bangladesh (BDG) and AID to build s portfolic of solid

priority ares projects,

B. Solution to the Problem

Providing the resources required which will enhance the identification

and development of feasible projectas meeting both BDG snd AID criteria.

C. Description of the Project

The project will include three components:

1. Project and Feasibility Studies: Expert sssistance to identify
development needs consistent with AID criteris and which can be addressed
through AID project assistance; also, assistance to assess feasibility

of such projects and to contribute to details of project design.

2. Technical Assistance: Expert sssistance in areas not necesssrily
directly related to on-going AXD-financed projects or proposed project,

but which are consistent with AID and the BDG oversll program objectives

in Benglsdesh,
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3. Training: Participent treining in the United States and
third countries for AID-financed project-related needs sg well as

to meet AID and BDG overall program objectives,

The program goal which this project will address is a portfolio
of development projects, actively implemented by the BDG, which

address the primary problems affecting the rursl poor in Bangladesh,

The project purpose will be to implement donor financed projects

which directly benefit the rural poor.

Project outputs will be completed project and feasibility studies,
reports and recommendations by technicians concerning specific
problems they were called upon to address, and trained BDG and other
personnel utilizing their AID-financed training in pursusnce of BDG

and AID development objectives.

Inputs will be:

AID: Funds for obtaining technicsl services, including sgreed
upon logistic support, snd for participant training costs.

BDG: Balance of logistic support for consultants and advisors
provision of quelified counterpart personnel; designation of suitable
personnel for participant training, and travel of such participants
up to the terminal of Bangladesh Biman approved and operative International

routes.
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It is expected the Project will be fully disbursed within 36 months

form the date of signature.

D, Major Assumptions

1. BDG and AID program and policy goals and objectives remain
complementary.

2. BDG will provide priority budgetary support to projects
developed by studies and expedites their approval at the

appropriste levels.

E. Host Country and other Domor Activities

UNDP, ADB and IDA have funds available for project development,
evaluation and training. Also, the major bilateral donors provide
similar assistance. Funds for similar purposes have been provided

by AID since 1974 through the Project Studies Grant and the Development
Services and Training Grant, Utilization of both instruments has been
slower than expected die to several factors, principsl of which have
been the more immediate priorities confronting the BDG such as postwar
reconstruction, flood disaster, etc, Planning cells have now been
established in several BDG ministries, and an increased measure of
stability permits the BEDG to focus more on longer term develommental
objectives, Moreover, an enhanced complement of USAID personnel will

enable more active assistance to the BDG in project development.
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F. Realistic Alternatives

The alternatives to expanding the resources available to the BIG
for project development are to continue with a heavy commodity
program, or to reduce the scope of AID assistance, Neither slternative

is directed to long-term developmental objectives,

G. Beneficiaries

The most immediste beneficiary will be the BDG, which will more
effectively generate acceptable projects for donor financing,
Longer-term and indirect beneficiaries will be those of the projects
designed, financed and implemented as a result, Continuing beneficiaries
will be both the BDG and participants trained through the project,

as well as the rural poor who are served by their assignments in

the BIG.

H. Spread Effect

It is expected that the standards for project preparation developed
through the project will provide the basis for improved quality project
development beyond the project life, and will apply to projects to be

financed by other donors aswell as AID or by the BDBG itself,

II. Financiasl Requirements and Plans

The total project cost is expected to be approximately $4,550,000 of
which AID will finsnce $3,550,000. The BIG's share will be at least
25 percent of the total project cost and will correspond to the local

currency costs.
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Individual components of the project are expected to be funded
approximately as follows. More precise figures will evolve as

preliminary needs for project development assistance are identified.

1. Project and Feasibility Studies:
US: $1,500,000 (FX)

BDG: 500,000 (LC)

2, Technical Assistance:

US: $1,000,000 (FX)

BIG: 440,000 (LC)
3. Trainingty

Us: $13050,m (FX)

BDG: 60,000 (LC)
L, Total:

US: $3,550,000

BDG: 1,000,000

IIX., Development of the Projgct

TDY assistance up to three man-months {one early in each yesr of
project implementation) will probably be required to assist in
drafting scopes of work. An additional total six man-months of

consultancies or TDY's may be required to follow-up the studies

1/ See Annex A for a break out of training costs for acedemic and

non academic training.
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produced under the Project snd to help in putting together projects
for subsequent AID finsncing. The timing of these consultancies or

TDYs will depend on the cempletion dates of the studies finance.

The PRP is expected to be submitted by Octoler 1976.

The PP is expected to be submitted by the final quarter of FY 1977

for authorization in the first quarter of FY 1978.

Existing USAID staff is sufficlent for preparation of the PRP

and PP,

IV. TIssues of s Policy or Programmatic Nature

Cver the course of the next few years the content of program
assistance to Bangladesh will change drastically. With the

shift in emphasis from relief and rehsbitation to more development
oriented projects, the implications of such change necessitity more

precise identification of priority development activities., The

USG is now prepared to work with the BDG in helping to identify these

priority projects and provide the necessary support where feasible,

To ensure more precise and accurate plenning on the part of the
BDG, the planned annual project agreemen's will provide that prior
to any disbursement of funds the BDG provide USAID with & detsiled
enalysis of the feasibility studies sought, technicel assistance
required, as well as participant training planned for the upcoming

fiscal year.
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This strategy will enable us to determine which direction
the BDG is heading and provide us with more precise indicators
of how we might better plan our future economic assistance

within the framework of the Congressional Mandate,

Mission current plans cell for the obligetion of funds accordingly:

FY 78 FY 79 FY 80 Total

Project and Feasibility 375 750 375 1,500
Studies

Technical Assistance 250 500 250 1,000

Training _250_ 500 300 1,050

Grend Total 875 1,750 925 3,550
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ANNEX A

Listed below is the Mission's most current analysis for pariticipant

training costs.

Academic Training

Costs:
=75 $650 per M/M U.S.
b0 " " T.C,
76=77 (10% increase) $ 715 U,s,
$ soo T.C.

Recommended level: 5 acad. trainees/yr
Total 15 over project:

7 U.S. x 24 x $715 = $120,120
Travel: 900x7 = $ 6,300
Sub-Total = $12k,L420
8 M@ x 24 x 500 = $ 96,000
Travel 8x600 = $ L,800
Sub-Total =  $100,800
Grand Total Acad., Trg. = $205,220 (225,000)
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Non-Academic Training

Recommended Level:

180 M/M per year, or ShO M/M over life of project.

At an average of 6 M/M per participant, this works out to a total
of 90 participents, or 30 per yeer for each of 3 years: hslf U.S.,
and half T.C,

Under DST: We sre now providing 177 M/M per year. At 6 M/M per
participant, this is 29 participants.per yesr.

Costs:

74-75 : $1750 per M/M U.S,
8o " " T.C.

76-T7 (10% increase) $1925 U.S.
880 T.C.

180 x 3 yr. L.O.P, 540 M/M Total:

%nggi§°h; ;zizicipanta x 300 : $5ig,;gg
~§550,250
gzgvzgthgsgarticipants x 600 : $22;:ggg
b
Total Non-Academic Training - gahlaso (825,000)

Grand Totel Training $1,050,070 (1,050,000)
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Project Identification Document

National Women's Organization--National Women's
Academy for Integrated Programs

I. Summary of the problem to be addressed and the proposed response

A. The problem

As mandated by the Percy Amendment to the Foreign Assistance
Act of 1973, Sections 103 through 107, U.S. bilateral development
programs should "give particular attention to those projects, programs
and activitles which tend to integrate women into the national economies
of foreign countries, thus improving their status and assisting the total
development effort." Through the recent formation of the Bangladesh
Jativo Mahila Sangstha (Bangladesh National Women's Organization-BNWOQ),
the Bangladesh Government (BDG) has provided the impetus as well as
a mechanism for USAID to contribute to human resource development and
to the integration of women into the development process.

With regard to the DAP education and human resource development
sector, it is acknowledged that female children of the rural Bangladesh
family almost never get into school. Daughters of rural parents are not
generally encouraged to attend school and are married at a very young age.
The result {s that rural women are the least participatory in the develgpment
process and enormous difficulties surround getting information or trajning
to them. Furthermore, rural primary and secondary schools appear to have
a low external efficiency. Those few students who do complete such
schools (75% of all primary enrollees drop out before completing primary
school and in secondary schools only 3% of girls who start in the formal
system complete Class X) are {ll prepared to take a place in the rural
economy. Instead, the rural school system, as the urban, is oriented
toward preparation for entry to a following stage in schooling.

The rural Bangladeshi women also suffers from lack of exposure
to the world beyond her own rural setting. It is doubtful that the findings
of the "Pakistan National Impact Survey, 1968-69" which showed that
75% of all rural women had never visited a city or town and an additional
15% had not visited a city or town within the past year have changed in
the years since that study. The problem to be addressed, therefore, is the
need for practical non-formal education of the rural women of Bangladesh.
The newly formed BNWQ seems to provide the ideal opportunity and
mechanism for a potential solution to this problem.
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B. Proposed solution and proiect description

The BDG is committed to supporting the establishment and
operation of federating units or committees of the BNWQO at the national,
district, subdivisional and thana level. Each committee will have
representatives from the next lowest level committee; thana committees
will include representatives from unions and villages. It is hoped this
will ensure a link of communication from women at the grassroots level
up to the national committee, The national committee which has already
been formed, with the exception of district representatives, plans to
assist in the formation of lower level committees during July and August
1976. These committees will form a national infrastructure for communication,
motivation, and coordination of existing women's activities and organizations,
It is hoped in future these units will also have the capacity to assist
women's groups to develop and carry out projects.

Recognizing that most Bangladeshi women lack experience and
exposure to formal education and the world beyond the rural village, the
BNWO would like to provide some sort of non-formal education practical to the
rural women, As the BDG does not plan to assist the BNWO by funding such an
activity in the near future, it is proposed that USAID, working in conjunction
with BNWO, develop that organization's plan for a National Women's
Academy for Integrated Programs to be funded by a grant from USAID for the
first two years of the Academy's operation.

The purpose of this Academy would be to train rural women to
teach other rural women improved traditional handicrafts, practical trades
or vocations. In addition to specializing in one field, each trainee would
be taught a core curriculum of useful information including such areas as
principles of cooperative formation, family health (family planning,
nutrition, maternal and child health, etc.}, functional literacy, and
perhaps more. Trainees would be selected from women applying through
the Organization's committees and a quota system would be employed
to ensure that the largest proportion of trainees come from thana level and
below. Once trained, the women will return to their respective areas to
work as trainers in local women's organizations and projects. Their
participation at the local level will be encouraged and supported by the
BNWO committee structure.

In addition to the training function performed by the National
Academy, it will also provide inservice or refresher training some months
after initial training of trainers after they have gained field experience.

The Academy will also provide a vocational information center or clearing-
house which will undertake a job market survey and will provide information
and a means whereby women of Bangladesh can be put in touch with
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potential employers. Plans also include the establishment of a central
show room for handicraft and other articles produced by the women of
Bangladesh which will serve as a training center for marketing skills
as well as a supply center for local and international markets.

C. OQutputs

It is estimated that this Academy would be able to train
approximately 400 women each year, with the core curriculum lasting
about one month and the specialized training lasting for varied periods
of time--none to exceed one year. If each trainee can in turn train 20
other women in her local area each year {2 very modest effort) this would
mean that approximately 82,000 women throughout Bangladesh potentjally
could receive some form of specialized and economically productive
training within 5 years from the initiation of the project.

A second important output would be an estimated 1,000 women
per year, in addition to those trained through the Academy, who would be
matched with jobs through the vocational information center of the Academy.
This activity would assist in achieving the BDG's objective of reserving {and
presumable filling) 10% of the government and public sector jobs for women.

Thirdly, the Academy through its central shovroom and assoclated
training in marketing could be a potential source of foreign exchange for
Bangladesh. This, however, would not be a primary goal of the project.

The fourth, but perhaps most important output of the project,
is the large contribution this Academy can make toward integrating women
into the development process. This would take place not only through the
training process, but also through exposure to and exchange with women
from other parts of the country, by discovering and working toward the
solution to common problems, and simply by learning that they as women
have a very important contribution to make to the development of their country.

D. Technical and physical resources required

It is assumed that technical expertise required for the teaching
activities of the Academy are avallable in-country; however, short-term
consultants might be required to assist with developing the core curriculum,
the establishment of the vocatioral information center, and the marketing
showroom. Such consultants are probably available in-country also.

The building to house the Academy is included in the BDG grant
to the national committee of the BNWO so would not be required as part of
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a USAID grant. Estimated requirements for raw materials and equipment for
teaching activities as well as for the administration of the Academy are
included in the financial requirements outlined below (Section II).

E. Major assumptions

This proposed project assumes:

1. That the BDG will continue to be serious about its intentions
to work toward the integration of women in the development
process and will continue to use the BNWOQ structure to carry
out these intentions.

2. That rural Bangladeshi women will in fact have the interest
and freedom to come forward for the offered fraining.

3. That once frained, these women will return to their rural
areas and impart their training usefully to others,

F. Related activities of host government and other donors

As mentioned the BDG will support the federating structure of the
BNWO which will serve to motivate and refer women for training at the Academy.
These federating units or committees will also serve to insure that the benefits
of fraining are dispersed among as many rural women as possible, The BDG
will also furnish the physical plant for the Academy.

Other donors are undertaking similar projects only on a very limited
scale--both in area {i.e. one village, union or thana) and in specialized
training (i.e. jute handicrafts). The proposed project will be the first
nationwide effort of diversified training for women,

G. Alternatives to the project

One alternative to the proposed project would be to take training
out to women at the local level rather than requiring them to come to
Dacca for the training. This seems impractical in terms of time and/or
manpower and equipment costs. If a team of frainers moved about the
country, it would take more time to train similar numbers of women than
in the proposed project, Likewise, if numerous satellite training centers
were established they would be more expensive in terms of manpower and
equipment needed. Either of these alternatives would also require more in
the way of physical facilities than the proposed project. Also, in opposition
to these alternatives it would seem that exposing rural women to the city,
city women and their roles and activities could be a learning experience
in itself.
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H. Beneficiaries and spread effect

Direct beneficiaries will be the women trained and placed for
jobs through the Academy. The project depends on a spread effect in the
training of additional women by the original trainers taught at the Academy.
These women will be indirect beneficlaries. The families of the trained
and newly employed women will also be indirect beneficfaries of the
project through the increased economic contribution provided by their
wives, daughters and sisters. The other women of Bangladesh should
also be indirect beneficiaries of the project through the role model
provided by the women trained and placed for jobs. Finally, the entire
population and Government of Bangladesh should benefit indirectly from
the project by the expected increase in participation of women in the
development process of the country.

II. Financiai requirements and plans

USAID costs - Academy staff, including teachers; raw materials
and equipment for teaching; maintenance and
staffing of vocational information center and

market show room; trainee's stipend and
travel. $ 250,000 (50%)

BDG costs -~ Physical plant, utilities, and furmnishings for
Academy; 25% of the recurting costs of the BNWO
committee infrastructure which will support
and ensure success of the Academy's field
activities. 250,000 {(50%)

$ 500,000 Total

II1. Development of the project

A. TDY/Consultants

It is unlikely that outside TDY or consultant assistance will be
required for the implementation of this project as it is being developed
locally in conjunction with the BNWOQO.

B. In view of the small size of this project and its short duration,
the Mission proposes to proceed directly to a Project Paper from the PID.

C. PP submission - Spring 1977 for authorization in the first
quarter of FY 1978.
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IV. Issues of a policy or programmatic nature

This project should be planned, financed and implemented as
soon as possible to take full advantage of the current momentum and
commitment shown by the BDG toward women's programs and activities.
Showing that this commitment is Lilly supported by USAID's financing
of the proposed project should encourage further improvements in the
status of women in Bangladesh.

A secondary, but important, issue for consideration is the potential
effect of this project on lowering fertility among Bangladeshi women.
It is recognized that women who are economically productive, especially
outside the home, tend to have lower fertility than their housewife sisters.
In addition, if daughters are also trained and become economic assets
to their families, this may serve tc increase the age at marriage and
therefore also lower fertility.
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Project Identification Document

Incentives for Voluntary Sterilization

I. Summary of the Problem and the Proposed Response

In 1976 the population of Bangladesh {s 80 million, or more than
1400 persons per square mile -- one of the highest people/land densities
in the world. If the current 3 percent rate of natural increase continues
unchecked the population will double before the turn of the century.

The Government's population control target, set in the first Five
Year Plan period ending mid-1978, is to reduce the rate of natural increase
from 3 percent to 2.8 percent. The Government's long range goal is to
achieve replacement fertility by the turn of the century. The Five Year Plan
target would require a decline in the crude birth rate from 47/1000 to 43/1000
in the context of an expected decline in the crude dealth rate from 17/1000
to 15/1000 by mid-1978. Tc achieve the FYP target, the number of continuing
users of contraception would have to increase to over 1.5 million couples by
mid-1978 - about 10 percent of eligible couples and about double the
USAID's mid-1975 estimate of the prevalence of contraceptive use.

Thus, the problem to be addressed is to reduce the rate of natural
population increase in accordance with Government targets or faster,
if possible,

The solution will be found partially in the continuation and expansion
of programs designed to increase the supply and usage of contraceptives
through both public and commercial channels. In addition, it is proposed
that consideration be given to a project which will rapidly increase
acceptance of voluntary sterilization.

. Project Purpose and Qutputs

The seriousness of the population problem in Bangladesh dictates
that many measures be taken to reduce the rate of natural population
increase as quickly as possible and before such drastic measures as
compulsory sterilization become the only recourse,

Voluntary sterilization would be an acceptable measure in a society
where old age security could be guaranteed by means other than dependency

upon living children. In Bangladesh, no such system exists and, to
complicate matters, child mortality is so high that more children are
parented than are needed to provide such security. Therefore, the
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proposed project would offer an incentive to adults of child bearing-age
to undergo sterilization. The lncentive would be of sufficient size to
provide a partial guarantee of old age security. The proposed type of
incentive would be a National Bond. Estimates of the saﬁial benefit 3/
for an averted birth range from Tk. 19181 to Tk. 2,800~ to Tk. 4,000
(US 128 to $267). The public program cost for a vesectomy or a tubal
ligation ranges from Tk. 100 to Tk. 250 ($6.67 to $16.67). The spread
between the social benefit and the public cost indicates the magnitude
within which a National Bond incentive program could operate.,

The project purpose would be:

"Rapid increase of voluntary sterilization among acceptors with a
completed family size of 3 or fewer children."

Some of the anticipated "end of project status" indicators in such
a project are: a substantial acceleration in the number of sterilizations
among the target group; enhanced financial independence for female
participants in the program; and an increase in the pace of the monetization
of the subsistence sector.

The primary outputs for such a project would be the sterilizations
performed in urban hospitals and clinics and Ostid  level health centers
and the issuance of National Bonds to program participants at a
commensurate rate,

III. Description of the Project

(Note: Incentive and insurance schemes were discussed in the
Mission's Project Paper for Population/Family Planning dated December
12, 1975, pages 63 ff., Recently, the resident IBRD econcmist, Dr. Ram
Agarwala, prepared an informal, unofficial memorandum on the subject
of national bond incentives for veluntary sterilization. The bond mechanism
discussed in this PID is drawn from Dr. Agarwala's memorandum.)

1/ A.R. Khan, "The Cost of Population Growth", Ministry of Health and
Family Planning

2/ USAID/Bangladesh, Project Paper - Population/Tamily Planning,
December 12, 1975 (pp. 63 ff.)

3/ R. Agarwala, "An Incentive Scheme for Sterilization and Direct Economic
Assistance to the Rural and Urban Poor", unpublished office memorandum,
May 21, 1976.
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A. Criteria for Participation in the Project

At the present time the typical Bangladeshi seeking sertilization
is 32 years old and the parent of five or more children. The purpose of the
proposed project would be to provide an incentive to these who would
undergo sterilization at a younger age and who desire a smaller completed
family size. Accordingly, the value of the National Bond would be tied
to the number of living children of the applicant. A hypothetical scale is
presented below:

Face Value of 10 year

Number of Living Children National Bond
2 Tx. 3,000
3 Tk. 2,000
4 Tk. 1,000
S or more g

B. Scale and Impact of the Proposed Project

The indicated rates of sterilization in calendar years 1974 and
1975 were 11,000 and 38,000, respectively. The Government's targets
for the three remaining years of the Five Year Plan are:

1975-1976 - 45,000
1876-1977 - 95,000
1977-1978 -151,000

If we assume that the last two years' targets will not be achieved
due to managerial constraints, lack of technical manpower, and, more
importantly, the absence of an effective incentive, we may arbitrarily
project lower targets for a two year program in the first two years of
the second Five Year Plan, as follows:

1978-1879 - 150,000
1979-1980 - 200,000

Total Sterilizations 350,000

Given the average age and family size of the current participants
perhaps between 1 and 2 births would be averted per sterilization. On the
assumption of 1.5 per sterilization, the impact of the current Government
programs -- assuming the above targets are met -- would be 525,000 averted
births.
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The proposed project would be undertaken on a two year pilot
basis in only the 19 District capitals of Bangladesh where there are
relatively adequate medical facilities banking facilities and the prospect
of tight administrative control. Hypothetically, in addition to the above
national targets, 2000 sterilizations could be conducted in each capital
in the first year among the project target group and 4,000 the second vear.
On these assumptions, the pilot project would conduct 38,000 and 76, 000
sterilizations in the first and second years, respectively, for a tdal of
114,000, If we further assume that the average project participant has
three living children then approximately three births will be averted or
342,000 for a project total as the result of serilization. Thus, by the
provision of the Bond incentive the project would be roughly twice as
effective -- expressed in terms of births averted -- as the regular program.

C. Social Benefit

If the social benefit of one birth averted is Tk. 4,000 (US $267),
then the social benefit derived from the sterilization and subsequent births
averted of a participant aged 20 to 25, per above, would be Tk. 12,000
($800). If we assume that the participant would receive a National Bond
with a value of Tk. 2,000 ($133), and that the cost of the procedure plus
administration is Tk. 1,000 ($67), then the crude benefit/cost ratio would be
4:1. From the society's point of view, it would be very difficult to find a
more high vielding investment than this.

D. Mechanics of the National Bond

The individual participant would be presented a National Bond
with the appropriate Taka face value with an annual rate of interest of,
say, 10 percent, The participant could present the Bond to the nearest
commercial branch banking facility {in some 450 locations around the
country), where the Bond could be mortgaged for half of its face value
by the Bank at commercial rates of interest, say, 10 percent. The
participant could then invest this loan in some productive agricultural
or other productive enterprise. When the accumulated interest on the
National Bond exceeds the value of the loan made by the Commercial
Bank to the participant (plus interest), the Bangladesh Government would
pay the principal amount of the loan plus interest to the Bank and the Bank
would return the National Bond to the participant for enchashment.

To summarize, at the time the participant undergoes sterilization,
he or she could mortgage the National Bond for half of its face value.
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From the banking system point of view, national credit would be expanded
by the value of all loans at this time. The participant could then invest
the proceeds of this loan. Some ten years later, the Government would
repay the Banking system for the principal amount of the loan plus interest,
The Government would have a remaining obligation to the participant for
the face value of the National Bond. On the rates of interest assumed
above, the Government's total financial cost would be twice the face
value of the National Bond.

E. Project Implementation

Medical and administrative safegquards would be built into the
project to protect the health of the participants and the public reputation
of the program. Additional control would be provided if the pilot project
is implemented in only the 19 District capitals.

With respect to administration, Thana and Union level Family
Welfare Workers (male) and Family Welfare Assistants (female) would
verify the family status of applicants seeking sterilization in the project.
An additicnal system would have to be devised to cross check these
verifications by some other administrative entity. The sterilizations
would be performed in the District capital, preferably under the guidance of
the sterilization teams which UNFPA will be funding during the 1978/1980
period. A separate administrative entity, possibly the Bangladesh National
Bank, would issue the Bonds to certified participants, explain the Bond
mechanics and arrange for the mortgaging of them in nerarby commercial
banks.

USAID would reimburse the Bangladesh Government for the
medical procadure plus administrative costs against a certified list
of participants who have undergone the sterilization and who have been
issued National Bonds. A random check of these lists by a local public
accounting firm would be a necessary safeguard in this process. Thus,
in the first two years USAID financing would be restricted to the operational
costs of the pilot project. The program would not bear any other financial
costs, aside from a nominal expansion of credit accomodated by the
banking system, in its first 9 years. However, beginning in the tenth
year, the Banks would collect the principal and interest payments from

the Government for the loans it made in year one and the Bonds could be
called by the participants at this time. Thus, a significant financial

obligation would befall the Bangladesh Government in year ten.

It is proposed that a consortium would be assembled and composed
of the Bangladesh Government and foreign donors for the purpose of
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underwriting the Bonds and interest payments. The formation of such
a consortium would be a necessary condition precedent to the disbursement

of the loan proposed to finance the pilot project's operational costs.

IV. Estimated Kind and Amount of Resources Required

A. Financial Cost

For the purpose of computing financial costs of the pilot project
we assume the following: (1} 114,000 sterilizations in a two year pilot
project; (2) the average participant has three living children; and (3} three
females enter the program for every male.

Source and Requirement ($ 000)

Bangladesh
Cost Component Government Consortium A,I.D. Total
(1) Sterilization procedure
(28,500 males and 85,500
females) - - $1,615 $1,615
(2) Administrative Costs (Years
1 to 3 @ Tk 375 per participant) - - 2,850 2,850
(3) Administrative Costs (Years
4 to 10) $ 2,850 - - 2,850

(4) Bond Underwriting (average
bond equals Tk, 2000 or

$ 133) - $ 15,200 - 15,200

(5) Interest Expense (@ 10%
per annum for 10 years or
Tk 2000 or $ 133) - 15,200 - 15,200

$ 2,850 $ 30,400 $ 4,465 $ 37,715

B. AID Financing

Development loan financing is proposed in the amount of § 4,5
million for the cost of the sterilization procedures and the first three years
administrative costs in the pilot project. However, as a condition precedent
to the loan, AID would require the formation of a consortium (in which the
Bangladesh Government would be a participant) to underwrite the Bonds and
interest expense, totalling $ 30.4 million. The formation of a consortium
should be feasible since it is currently the case that IDA, Australia,
Canada, the Federal Republic of Germany, Norway, the United Kingdom
and Sweden are co-financing a $ 46 million population program,
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Three varlatior.s on this financial package include: (1) an
AID pledge to "Grant Back" the $§ 4.5 million operational costs of the
pilot project from principal and interest payments owed by the Bangladesh
Government to the U.S. under P.L. 480 Title I loan agreements; (2) an
AID pledge to “Grant Back" principal and interest payments in an appropriate
share of the Consortium's total financial contribution; or (3) both of these.

V. Beneficlaries

The direct beneficiaries of the project would be the rural and
urban people who voluntarily seek sterilization. Their family size would
be assured, the health of living family members should improve since
meager resources wauld not have to be shared by a larger number, they
would have the opportunity to make an investment in a productive
enterprise by mortgaging the Bond, and in old age, the Bond -- if the
principal is deposited in a savings account upon its ten year maturity —-
would provide financial security.

Assuming a commercial rate of interest and a bond interest of
10% the net financial incentive for a 10 year National Bond would be
Tk. 3,000 ($200) per participant.

VI. Significance of the Project

As stated above, the estimated social benefit of one birth averted is
estimated to be Tk. 4,000 or US$ 267. The social benefit is derived
from expenditures which the society need not make, and cannot afford,
for food, shelter, education, health and employment creation. From a
macro-economic point of view, the present value of the social benefit
would approximate USS 91 million from this project alone, on the
assumption of three births averted for each participant.

In addition, if each participant borrowed the maximum of S0% of the
face value of the National Bond, credit would be created in the amount of
Tk. 3.8 crore ($2.5 million) in the first year and Tk. 3.6 crore {$5 million)
in the second year. With an estimated annual bank credit of Tk. 1,700 crores
($1.13 billion) these annual increments could be absorbed easily by the
banking system.

In programmatic terms, the project would have only a small impact
on the natural rate of population increase, If successful, it is a program
which could be continued on an expanded scale until such time as zero
population growth is achieved. If it is not successful, financial loss
would be near zero. Thus, it is a project with the promise of a very high
economic and social payoff with minimal risk.
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ViI. Major Assumptions

The main ideas presented in this PID are now being discussed by
a Bangladesh Government policy committee with the participation of the
major donors in the population sector. It is a proposal which has been
received with some enthusiasm by the technically oriented civil servants
on this committee. The major assumptions are, therefore, that the
proposal will be acceptable by higher level policy makers and that a
consortium of donors could be formed.

Within the project the major assumption is that there would be a
large public response to the National Bond incentive. The USAID's
preliminary judgment is that, if anything, the public response would be
larger than projected in this PID.

VIII. Alternatives to the Project

Two alternatives to the project were proposed in the Mission's
Project Paper for Population/Family Planning, The paper stated:

"Noting the savings to the nation of a birth averted, we plan to
propose a Taka 1,000 bond be paid to a vasectomy acceptor who has two
children; Taka 800 to an acceptor with three children; Taka 600 with four
children; and Taka 400 with five children. Each bond would be redeemable
in four yearly instaliments at local banks. The first payment would be
authorized one week after surgery during the post-operative check-up.
Dividing the payments would reduce the chances of buying decisions for
immediate cash and would hopefully keep a client in a satisfied frame of
mind for four years and thus identifiable for program communication purposes.
The bond would be transferable to the wife should the husband die."

"The second program we wish to test would be the issuance of a
free life insuran ce policy on the eldest son, or if no son, on the eldest
daughter of a vasectomy acceptor. The policy would pay off if the child
dies before the father, thus compensating for lack of a social security
program. Again, policy: values could be adjusted to the number of living
children already born to a couple. An insurance policy program would be
least likely to be associated with buying declisions; wauld create a form
of a soclal security program for a selected clientele; and could be managed
by the life insurance company." (pp.64-65).

A third alternative, and one not included in the ', would be the
direct payment of cash incentives to sterilization acceptors, again on a
sliding payment scale depending upon number of children already born to
the acceptor. Following the Indian Government model, these payments could
range from Takas 150 if performed with two living children or less, down
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to Takas 70 with four or more children.

These alternative plans would be cheaper to finance, but may not
be as successful as a longer-term bond program.

IX. Development of the Project

The first requirement is that the Bangladesh Government make a
policy commitment to the project. On the assumption that this requirement
can be fulfilled within the next several months, the USAID might be able to
meet the PRP deadline of October 31, 1976, for the AID share of financing.
The development of the Project Paper will require consulting expertise
to design the administrative systems to support the piiot project and to
design the National Bond component. This requirement might be met by
ancther donor such as IDA or SIDA.

X. Programmatic or Policy Issues

A. Whether A.I.D. as a matter of policy would participate in
a consortium of donors in sterilization programs wherein prospective
participants are offered a substantial financial incentive.

B. Whether the proposed project would be a suitable vehicle for
development loan finapcing, the tying of PL 480 Title I Taka proceeds,
or the new "Grant Back" mechanism.
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