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PREFACE
 

This r'eport repr'esentts the work put ring a peliod of oneIn dun 

year by a team of professionals. The research Involved was mainly 
conducted by the undersigned as the Project Director, Dr. Quazl 
Shahilbuddin as the Agricultural Economist, and Dr. D)mar al der 
Chowdhury as the Economist. Twe services of Dr. A.II.M. Sadeque. 
rural sociologist were also utilised diu'trig the course of the 
study. Mr. A.K. i. Ashraful Ilq, Managing Partn.r, Beacon 
Consultaut was the Prujielt Manage , and Mi. A.N.M. Azim, Partner, 
BDecon Consul tant. was the i'roJei CU-O'dlnalt.o. 

The burden of the rel.earch work was divided in t he foIlowing 
manner : 

Project Diruct r: Chs. 1, 2B, 2C, iA, 7, 8, 9, 10, 11. 
Dr. Quazi Snlihahuddin: Chs. 3, 4B, 4C, 5 & 6. 

- Dr. D.II. Chwdhury: Chs. 2A, 2D, 12. 
- Project Director 

Dr. Q. Shalahuddin: Chs. 13 and l'xecutive Unrlilary. 
and Dr. 0. If. Chowdhury 

We of tis team, would li!e to express our s,cre apprecia tion 
for the Governmuent of langladslh, particllorly the Secretary, 
Ministry of Food, ,r. A.K.M. Eanal [oddii, Chowdhtiry for being 
instumunlal for the execitna of ti s scudy on a i atter of 
national policy of a vital lImportarnce. We are ,i:o vey grat-efui 
to tire mremibers of tiLne Functilanal Cumi ittee of ti Is study for 
giving our e, t.be he of tLir lr long years of prof.ess ionaltem benefits 
experience reflected in their hilllurvactLion with vs dtlrtrig .;orVn'al 
meetings during tihe tjliue of this study. We personaly called on 
Section Chief, FPMS; Director SDM; Dir'ector, Agricultural 
Marketilng; Mr'. R. Nevin, 11S-Aid, air occasionsi other tiiat i l lrig 
meetings of tihe Func tional Committre to discuss our work &ad 

enrich oul)rse0 1VeS by fe(ed-bac.k froi1 them . We also intt tite 
Dl'ector-Gene'al, Foat, twice, to isciss variois Issres of 
interest to this study. fi ill these kind gentlemen, our 
professional iinteraction err tire said occasions, with whom being 
emtermely useful to us, we wish to extend our hemrt'fIlt grotittde 
and a good part of the ac-omplIsiOiit , If a"ry, that Is tius 

report - though none (if its defici ':ainn, if rny, [esi ilhs, I.h 

Additional Director, MIS, Food D., rate, was very co-operative 
with out several and exacting indeir Ls of data ruitIernenits 



We are also thankful to Dr. Wahidudin Mahmud, Protessor of 
Economics, Dhaka University, Dr. A.K.M. Chulam Rabbani, 
Secretary, Statistics Division, Mr. Kazi Maziruddin, Director 
Agriculture Marketing and Mr. Muzutiiec Ilussain Chuwdhary, Joint 
Chief Planning Commission for their invaluable const rutive 
criticism and comments on the Draft Report which benefited us
 
immensely in the preparation of the final report. 

Thanks are also due to two more officers of the Food Ministry 
namely Mr. Ruhul Amin, Asstt. Chief, FPMS and Mr. (abir of the 
office of Director, SDM, Food Directorate who gave us very useful 
support In accessing secondary doLta. 

Finally, we wish to express our sincere thanks to the US Aid 
Authorities for financing tlhe study and taking keein Interest in 
It during the course of our work. 

In a resource-constrained lhnglodesh, where six--tenth of the 
people live in poverty, subsidies on foodgrain should, In the 
main, be a privilege of the pOOI'. As this report began to take 
its shape, the dlmensloni of the poverty of Bangladesh outlined 
in Ch.2 and again in CIt. 9 were constant y in focus. The 
technical evidence that we have amassed In the uore of the study 
has logically driven us to certain recomtendaLiuns whoes 
distinctive eites has been: food subsidies to the poor, It at 
all, and to tihe highly vulnerable. (Recommendatiois have also 
been made of the pr'ice inucent:ive and sLabilisation dimetsions of 
PFDS). Quite natutIl ly, our ego Ii Ulriaitl posture has not been 

•
allowed to take over the brink: we have, whemve necessary,
 
taken into acount cotn; idertiLions of a pragma tic nitture. We hope 
our recomnmedatlonawill be seen to be useful, from a technical 
view point at any rata. 

September 30, 1OU(; 	 NI IMIJI)[IN ;IIOWDIIURY 
Project UJlrector. 



GLOSS ARY OF TERMS USED 

PFDS = Public Foodgrain Distribution System 
HES = Household Expenditure Survey 
BBS = Bangladesh Bureau of Statistics 
SR = Statutory Rationing 
MR Modified Rationing 
LE = Large Employers 
FM = Flour Mills 
EP = Essential Priority 
OP Other Priority 
FFWP = Food-for-work Programme 
VGFP = Vulnerable Group Feeding Programme 
IF = Institutional Feeding 
MR = Market Operations 
OHS = Open Market Sales 
FS = Free Sale 
CD = Canal Digging 
GR = Gratuitous Relief 
MRR = Ministry of Relief & Rehabilitation 
BIDS = Bangladesh Institute of Development Studies 
IFPRI * International Food Policy Research Institute 
WFP = World Food Programme 
CV = Coefficient of Variation 
D-W = Durbin-Watson Statistic 
GOB = Government of Bangladesh 
PIO = Project Implementation Officer 
UFO = Upazilla Food Officer 
DC = District Controller, Food 
UP = Union Parishad 
UNO = Upazilla Nirbahi Officer 
DG = Director General, Food 
FAO = Food & Agricultural Organisation 
FPA = Food Policy Analysis 
R&D = Research and Development 
FPMS = Food Planning & Monitoring Secretariat 
BUET = Bangladesh University of Engineering and Technolog 
MRS = Marginal Rate of Substitution 
FPS = Fair Price Shop 
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E XE CUT IVyE SUMMAR Y
 

The Setting of the Study:
 

We have taken the position that both economic and pragmatic
cum-administrative rationale can be cogently adduced for the
 
maintenance of a PFDS in a developing country. Since the
 
research team is composed of economists, in the work our
 
approach has under-standably been conditioned by our
 
disciplinary training. We believe that PFDS in Bangladesh
 
ought to have four rationale, namely price stabilisation,
 
contribution to the provision of incentive producer prices
 
for grains, preventing the excesses of food insecurity for
 
the poorest of people in rural and urban areas - especially
 
in the latter; and, finally direct targetting of subsidised
 
even free, food to highly vulnerable demographic and social
 
categories of people, most importantly female-headed
 
households with dependants. This analytical perspective
 
governing the raison detre of PFDS should, therefore, be
 
kept in view as we review this summary of our conclusions.
 

2 	 Agriculture pre-dominates Lhe economy of Bangladesh in the
 
sense that it accounts for around half of GDP, directly or
 
indirectly employs more than two third of the entire labour
 
force of the country and earns around ninety percent of the
 
foreign currency in terms of agricultural and primuary
 
products (para 2.1). The share of manufacturing on the other
 
hand is still less than ten percent. In fact, shares of
 
ohter sectors in the GDP have remained almost stable from
 
mid-sixties to mid-eighties reflecting that there has not
 
been any significant change in the structure of the economy
 
of Bangladesh over the years.
 

3 Per capita income in real term in Bangladesh has virtually
 
remained the same from mid-sixties to end of the seventies
 
with moderate rise during the eighties (para 2.9). On the
 
other hand income in equality in both the rural and urban
 
areas, as well as in the country as a whole increased
 
between mid sixties and the end of seventies. Thus the
 
period between mid-sixties and the end of seventies was not
 
only a period of decline in per capita income but also one
 
of increased irequality. It is obvious that low per capita
 
income combined with increasing inEquality will have
 
accentuated poverty during the period. More -ver, Nutrition
 
surveys based on dietary intakes show a consistently
 
declining food and energy intake over the last two decades
 
covering m'd-sixties and early eighties. Further more, the
 
rate of decline seems to have gathered momentum since mid
seventies. Hence it is clear that economic welfare in
 
Bangladesh has decreased between mid-sixties and early
 

eighties according to all its indicators such as growth,
 
inequality and or poverty.
 

I
 



Food 	Availability, PFDS, Foodgrain-mlx of Rationing, 1960-1985
 

4 Per capita availability of foodgrain has on average remained
 
fairly constant at a level of 0.97 lb. in the twenty-five
 
years since 1960/1 (para 2.20). In aggregate terms, wheat
 
has made quite an inroad intc foodgrain mix of Bangladeshis
 
- its proportion in total availability rising from a mere
 
2.4% in 1960/1-1962/3 to 8% in 1972/3-1974/5 and then to
 
about 19% in 1982/3-1984/5 (para 2.21). The economy remains
 
essentially a rice economy, however, PFDS has clearly
 
expanded relative to total foodgrain availability between
 
the 1960's and the post-liberation decade-and-half. Offtake
availability ratio is found to be 3.57% and 4.98%,
 
respectively, for rice and wheat for the decade ending
 
1969/70, while the corresponding proportions are 3.73% and
 
9.8% for the thirteen years ending 1984/5 (para 2.22). There
 
was no evidence that the proportion of rice in the PFDS had
 
dramatically risen in the 1970's compared with the 1960's,
 
as suggested by Clay (1979). If anything, the proportion of
 
rice in PFDS for the decade ending 1984/5 is lower than
 
during the decade ending with 1969/70 (para 2.23).
 

5 	 The proportion of both SR adn MR have declined in the 1970's
 
and 1980's compared with the 1960's. However the rate of
 
decline is very much faster for MR in the 1970's than for
 
SR. The expansion of the PFDS is certainly not, whatever
 
else may be its reason, due to SR and even more
 
emphatically, not due to MR. The system expanded in 1970's
 
in part because of the expansion of the rationing effort for
 
the civilian, military and security establishment, anid in
 
part because two new mechanisms of augmenting targeted food
 
supplies have been introduced in the 1970's (para 2.25).
 
About one-third of rice offtake in the 1960's went into SR,
 
while another one-half or so into MR. In contrast, while
 
SR's share of rice offtake rises to an average of 51% during
 
1973/4 through 1978/9, SR's share in rice offtake did,
 
however, fall to an average of 22% during 1979/80 through
 
1983/4. In contrast, again, the share of MR in rice offtake
 
fell from the level of one half or so, to about 23.5% during
 
1973/4-1978/9, and to 27% during 1979/80-1983/4. As regards
 
the wheat-to-total-offtake ratio for SR and MR, while the
 
SR's ratio remained virtually unchanged at about 15% or so
 
during the entire period, MR's share in wheat offtake
 
plunged very sharply in the 1970's (paras 2.26-2.27). All in
 
all, the shares cf SR and MR - the traditional channels of
 
PFDS - in the 1950's and in 1960's In Bangladesh have 
declined very perceptibly. Channels other than SR and MR 
have gained prominence in the 1970s (Table 2.8 and 2.9). 

6 	 Self sufficiency in food production is a major objective of
 
the Government of Bangladesh. But it has to depend on food
 
grain import to feed its population even though Agriculture
 
pre-dominates the economy and food production is the major
 
activity within Agriculture (para 2.36).
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technology has substantially
7 	 "Seed - Fertilizer - water" 

increased rice production in the recent years (para 2.43). 

Expansion of technology in the absence of possibilities of 

extending cultivable area in the country - remains the major 

vehicle of increasing food output in future (para 2.46). But
 

the prices of modern inputs i.e.

it Is now clear that 


primarily responsible for the recent
fertilizer and water 


growth in foodgrain productivity of the country has been
 

result of dramatic reduction in the rate
rising steeply as a 

(para 2.52). Thus profit in the cultivation of
of subsidies 


high yielding varieties which are water and 
 fertilizer
 

the recent years. It is argued
 

that since the current rice price in the country is close
 

to 


intensive, declined during 


world price, any further Increase will be harmful both
 

from equity and efficiency points of views. Farmers should
 

by giving input
be provided incentive to grow more food 


subsidies (para 2.55).
 

interrelationship__in__thePFDS under__Different ProductioJn 

Scenario and Alternative Foodgrain Policy Variables 

8 On the basis of empirical work analysing the
 

production scenario, the
interrelationships under different 


following conclusions can he drawn. 

(i) 	 The impact of a production shortfal in a "bad" crop 

year is quite severe 	 as a 10% shortfall in foodgrain 

leads to about 16% increase in market 

price of rice (wholesale, coarse varlety) in the 

absence of specific intervention by the Government in 

fixing the levels of imports, rationofftake, domestic 

and open market sale. Similar price 

production 

procurement 
increase was reported by Ahmed (1979) for a
 

comparable production shorfall In 1980 (Table 3.1A)
 

(ii) 	 Consumption of foodgrains, however, declines by only 

4% 	 as the potential decrease In consumption Is 
offtake from thepartially offset through increased 

tons) made possible
rationing system (by about 5 lakh 


by an increase in Imports (by 
about 1.0 million ton).
 

Such a massive Increase in imports is needed, in the
 

absence of any internal procurement to ensure
 

adequate availability of foodgrain for distribution
 

through the rationing system. (Table 3.IA).
 

(ill) The impact of a production increase in a "good" crop
 

year is almost symmetrical. Market price of rice
 

down by 1.1 million ton
declines by 18%, Import goes 


and volume of foodgrains internally procured
 

increased by about 5 lakh ton. 	 (Table 3.lA). 

III 



9 	 The following conclusions drawn based on empirical exercise
 
analysing the interrelationships under alternative policy
 
variables.
 

(i) 	 The effects of a policy of reducing ration
 
distribution through an increase in ration price 
on
 
foodgrain consumption and market p-ice of rice was
 
considered. It is observed that a 
7.7% reduction in
 
ration distribution brought about through an 
incrase
 
in ration price by Tk. 40.0/md. results in about 2.0%
 
increase in market price of rice in "-"normal" crop
 
year. A reduction of foodgrain distribution by 0.18
 
million ton results in a market price increase of
 
about Tk. 6.5/md. This relationship varied with the
 
level of ration offtak, but not by much. It is also
 
observed that 
 a 38.0% reduction in ration
 
distribution through almost doubling of ration price

leads to a market price increase of about 11.0%.
 
(Table 3.3A).
 

(ii) 	 The impact on foodgrain consumption of such a
 
reduction in ration distribut'on is observed to be
 
rather small. A 
 7.7% cut in ration distribution
 
results in a less than 1.0% de'line per
in capita

consumption of foodgrains. If 
 the desirable
 
consumption level of foodgrain Js accepted to be 
 an
 
average of 15.5 oz. per capita per day then 
it would
 
seem that such an objective is attaina).e in a
 
"normal" crop year for 1985-86 
even with a Leduction
 
of ration distribution by 9.0 lakh tons. Such
 
conclusion, however, needs to be qualified at least
 
in one essential way. (Table 3.3A). Per *apita

consumption figure, 
 like all averages, conr~eals some
 
gross disparity in foodgrain consumption for the low
income, disadvantaged groups in the society. A policy

of reduction in ration distribution of the zagnitude

suggested above would need to protect these groups

by ensuring that the cut in ration are
offtake 

confined to those channels which benefits more the
 
relatively better-off people. 
 Even some redirection
 
of existing ration distribution may be necessary 
to
 
insulate the disadvantaged groups from the resulting

price increases to which such groups become 
very
 
vulnerable.
 

(iii) 	 The effect of a policy of reduction in ration
 
distribution of foodgrain brought about through a
 
reduction in ration quota instead of increase
an in
 
ration price was also explored. It is observed that
 
the 	 impact of a reduction in ration distribution in
 

iv
 



terms of market price increase and decline in pe

capita foodgrain consumption were similar to tha
 
obtained in (i) and (ii). However, the impact of
 
larger reduction in ration distribution coud b,
 
analysed now. A reduction of ration distribution t,
 
almost half from its base level of 2.33 million ton
 
would lead to a market price increase of about 15%
 
:his is as much as one could go if one would like t
 
protect the per capita foodgrain consumption targe
 
of 15.5 oz. The results also indicate that complet,

abolition 
of the ration system would result in a 30'
 
increase in market price of rice for a normal cro]
 
year in 1985-86. (Table 3.38).
 

(iv) 	 The impact on market price of rice and foodgraii
 
consumption of a policy of reducing the share of rici
 
in ration distribution was analysed. It is observe4
 
that changes in the share of rice in total ratio
 
offtake has only a modest effect on both-market pric4
 
and foodgrain consumtpion. A reduction of share fro
 
35% to 20% results in a price increase of only 2.2%
 
Also, if rice is completely substituted by wheat i
 
the ration distribution, this would lead to a prici
 
increase of 4.5%. On the other hand, this polic:

would lead to some marginal increase in per capiti

consumption. This happens because of an induci
 
decrease in internal procurement and increase ii
 
ration offtake due to increase in market price ol
 
rice, brought about by changes in the share of rice,
 
(Table 3.4).
 

(v) 	 Finally, the impact on market price of rice ane
 
foodgrain consumpt-ion of a policy aimed at bott
 
reducing the ration offtake through an increase ir
 
ration price and aiso reducing the share of rice ir
 
foodgrain distribution through rationing system waE
 
explored. The combined impact of such a policy iE
 
obviously greater thait either of the policies if
 
pursued alone. A reduction in ration offtake fron
 
2.33 to 1.84 million tons brought about through ar
 
increase in ration price from Tk. 190/md. to Tk.
 
310/md., and a reduction in the share of rice in
 
ration distribution from 35% to 20% results in a
 
price increase of about 9%. Per capita consumption of
 
foodgrain declines due mainly to reduced ration
 
distribution. A further reduction in ration offtake
 
to 1.47 million tons brought about by still greater
 
increase in ration price to Tk. 390/md. combined
 
witha policy of reducing the share of about 14%
 
increase in market price of rice. Per capita

consumption declines further but still remains 
above
 
the target consumption level (Table 3.5).
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12 In 1984/85, on the other hand, market prices were already
 
well above the trigger price for initiating OHS as early as
 
July 1984 due to bad boro and aus harvests in 1984. Although
 
OHS was initiated in July 1984, they accounted for only 12%
 
of total PFDS distribution during the period. Even when
 
relief distribution is excluded, OHS in 1984/85 accounted
 
for only about 15% of total PFDS distribution during the
 
lean season period. Thus, the impact of OHS on market price
 
of rice was much less pronounced as compared to 1982/83.
 
This is also reflected in the estimated set of regressions
 
in this study, which failed to link significantly OHS
 
offtake with the degree of price decline following the peak
 
period. An additional reason for the relatively modest
 
impact of OHS on foodgrain prices in 1984/85 was a limited
 
amount of rice sold under OHS. Proportion of rice sold under
 
OHS was reduced from about 44% in 1982/83 to about 22% in
 
1984/85. Since the cross elasticity of wheat to rice is
 
estimated to be only 0.58, it takes almost twice as much
 
wheat sales as rice in order to achieve only the same effect
 
on rice prices. (para 4.57).
 

13 OHS represents a special channel designed to be activated
 
during the lean season when there is greater pressure in the
 
grain market. However, if the grain market is not
 
characterised by shortfall, the seasonal price increase may
 
remain confined within the limits set by economic costs of
 
storage. The role of OHS in such a situation will
 
necessarily be limited both because the sales operation will
 
be initiated for a shorter period in a limited number of
 
areas, and also because there will be little incentive on
 
the part of the consumers to participate in such program
 
since the price differential between OHS and prevailing
 
market price may not be sufficient to compensate for the
 
quality differences, Inconvenience of distance and queuing
 
costs involved. The experience with OHS offtake in recent
 
years may be indicative of such phenomenon (Para 4.58 and
 
4.59).
 

PFDS 	and the Behaviour of Rice Traders
 

14 	 Information were collected through field survey from a
 
sample of rice traders in Bangladesh. The survey was so
 
designed as to elicit information pertaining to rice
 
traders' behaviour particularly with respect to their
 
stocking decisions, and how these decisions are affected by
 
various PFDS operations in Bangladesh. The results of field
 
survey pertaining to such behaviour are summarised below:
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(a) 	 There was an overwhelming tendency on the part of the
 
traders, particularly among the wholesalers to resort
 
to stocking of foodgrains in the event of an expected
 
production shortfall. Within the wholesaler gorup,
 
this tendency was observed to be more pronounced
 
among beari and general wholesalers. Surprisingly
 
though, the average period of stocking was observed
 
to be greater for the retail traders (6.5 da,> ) azi
 
compared to the wholesalers (4.9 days). The
 
difference, however, may not be statistically
 
significant. As expected, the average amount of stock
 
as recorded in the sample was considerably greater
 
(about fifteen times) for the wholesaler as compared
 
to retail traders. There were noticeable variations
 
within the wholesalers group, with aratdars
 
recording the largest (315 mds.) and bepari the
 
smallest (69 mds.). Table 5.3A.
 

(b) 	 It was observed that traders' stocking decisions were
 
influenced by prices expected in the future but that
 
the time frame of such price expectations was
 
confined tu only seven days. Within this one-week
 
time-frame, however, there wern considerable
 
variations in price expectations affecting stocking
 
decisions between the wholesalers and retailers, and
 
among the four category of wholesalers. About two
fifth of the wholesale traders were observed to be
 
influenced in their stocking decisions by oile-day
ahead (tomorrow's price) price expectation, about
 
one-third by one-week-ahead price expectation and
 
only about one-fiftn by three-day-ahead price
 
expectations. More retail traders, on the other hand,
 
were motivated In their stocking decisions by three
day-ahead price expectations (about one-third of
 
them) than one-day-ahead (about one-fourth) or by
 
one-week-ahead (only 8%) price expectations. Among
 
the wholesalers, the aratdars were influenced by
 
tomorrow's price most (anout 60% of them) and the
 
miller wholesalers least (only 11% of them), while
 
the miller wholesalers were motivated in their
 
stocking decisions by on-week-ahead price
 
expectations the most (about two-third of them) and
 
the beparis the least (only 10% of them). Table 5.3B.
 

(c) 	 Regarding relative importance of different factors
 
affecting stocking decisions of various category of
 
rice traders, it was observed that for most of the
 
wholesalers, present market condition seemed to be an
 
important factor. Also, about half of the wholesalers
 
took into consideration, other traders' behaviour and
 
one-third of them the condition of rice harvest
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in making their stocking decisions. Retailers, on the
 
other hand, cited both present market condition and
 
other traders' behaviour almost equally frequently as
 
factors affecting their stocking decisions. It is
 
significant to note that none in the sample
 
considered future scarcity as a factor influencing
 
his stocking decision. In our context, this makes
 
sense only when the future refers to a time period
 
not exceeding one week as we observed earlier when
 
discussing the role of price expectation in traders'
 
stocking decisions. (Table 5.3C).
 

(d) 	 While analysing the set of factors specifically
 
related to the operation of PFDS that affect traders'
 
stocking decisions, it was observed that none of the
 
ration variables such as ration price, ration quota
 
and/or ration offtake entered into the stocking
 
decisions of traders in the sample. This remained
 
true for both wholesale and retail traders. On the
 
other hand, more than 90% of traders in both the
 
wholesale and retail groups consider open market sale
 
(OS) of foodgrains by the government as a factor
 
affecting their rice stocking decisions. This was
 
true for almost every category of traders among the
 
wholesale:s. Import o2 foodgrains by the government
 
also feature prominently as a factor affecting
 
traders' stocking decisions. This was more pronounced
 
among the wholesalers as compared to retailers in the
 
sak.iple. Very few in the sample, however, consider
 
govt. stock as a factor influencing their stocking
 
decisions. Thus traders' stocking decisions would
 
seem to be influenced by the expected build up of
 
government stock through import of foodgrains rather
 
than by its existing stock. (Table 5.3D).
 

(e) 	 Government OMS operation was observed to play an
 
important role in traders' stocking decisions. This
 
happens because most of the traders (all wholesalers
 
and more than 80% retailers) are aware of such an
 
operation, and also believe that it is effective in
 
arresting the price hike during the lean period. It
 
was also observed that more than 90% of wholesalers
 
and 75% of retailers consider the government OMS
 
operation as an important factor influencing the
 
amount of rice they decide to stock but the impact
 
was likely to be quantitatively insignificant - only
 
11% for wholesalers and 18% for retailers in the
 
sample. Also, not much variation was observed among
 
different categories of wholesalers in this respect
 
(Table 5.3E).
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Principles of Price Setting Over Time in PFDS
 

15. 	 A framework for setting ration prices over time was
 

developed with the objective of protecting consumer welfare
 

(in te sense of maintaining foodgrain consumption at some
 

base/dejired level) in the face of changes in money income
 

and/or prices of foodqrains in the open market while at the
 

same time ensuring that fiscal burden of the Govt. due to
 

budgetary subsidy on foodgrains does not exceed an
 

acceptable limit. The framework suggests process of
a 


iteration for deriving the set of ration prices over time.
 

If the set of ration prices (calculated in first step)
 

required to maintain base level consumption of foodgrains
 

result in an amount of budgetary subsidy, given the
 

procurement costs and volume of PFDS offtake, considered
 

acceptable then the exercise stops here. If it does not i.e.
 

the resulting budgetary subsidy imposes an excessive fiscal
 

burden on the government then this would call for an upward
 

revision of ration prices computed in the first step. The
 

process continues till the revised set of ration prices
 

conforms to the level of budgetary subsidy considered
 

acceptable by the government. In any cdse, at the revised
 

set 	 of ration prices, the base/desired level of foodgrain
 

consumption cannot possibly be maintained if the volume of
 

PFDS 	offtake remains unchanged. There is clearly a trade off
 

here between suppor:ing consumption at some given/desired
 

level 	 and maintaining budgetary subsidy on foodqrain within
 

an acceptable limit. The nature ot trade off is obvious. The
 

magnitude of such trade off, however, can be established
 

only 	through a com-prehensive empirical exercise. The results
 

of empirical work carried out in this study are summarised
 

below: (para 6.5 - 6.11).
 

(i) 	 Ration price of rice seems to be qu~te sensitive to
 

changes in per capita income and market price of
 

rice. An increase in per capita income by 1% leads to
 

an increase in ration price by Tk. 19.20, while an
 

increase in market price of rice by 1% leads to a
 

decrease in ration price by Tk. 16.50. This shows
 

that changes in per capita income has a relatively
 

greater impact on ration prices of rice. (para 6.14,
 

Table 6.lA).
 

(ii) 	 What is more interesting, however, are the set of
 

ration prlce9 associated with an increase in both per
 

capita income and market price of rice but confined
 

to 2% - 3% differential in their relative rate of
 

increase. Further, within this subset, ration prices
 

associated with greater increase in per capita income
 

relative to market price (e.g. 7% or 10% increase in
 

per capita income combined with a 5% or 6% increase
 

in price) would appear to be more feasible in
 

practice from budgetary point of view, particularly
 

in view of the enhanced procurement cost of
 

foodgrains over time. (Table 6. 1A).
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(iii) 	 Changes in per capita income has a rather modest
 
effect on wheat ration price'. Ration price of wheat
 
increases from Tk. 158.95/md. to Tk. 167.40/md. for a
 
projected increase in per capita income by 5% and to
 
Tk.183.50 if per capita income increase by 15%. This
 
should be attributed to the very low budgetary share
 
on wheat (6.3% for the MR household, so that a given
 
increase in per capita income results only in a very
 
small increase in the absolute level of expenditure
 
on wheat. (Table G.1B).
 

(iv) 	 The exercise was repeated for the sample of SR
 
household representing urban households in
 
Bangladesh. Ration not a-s much as in case of MR
 
households. Calculated ration price are generally
 
observed to be jreater (particularly in higher market
 
price and lower expenditure range) for the SR
 
household as compared to the MR household. This
 
happens because although the level of per capita
 
expenditure differ widely between these two category
 
of households, the amount of expenditure on rice does
 
not; at least not by as much. The calculated set of
 
ration price of wheat due to increases in per capita
 
income remains exactly the same for the SR and MR
 
households. This is not surprising in view of the
 
fact that for a given percentage increase in per
 
capita income, the ratio of budgetary share ion whaet
 
between these two households remains unchanged. (para
 
6.17 -	6.20, Table 6.2A and 6.2B).
 

PFDS in Bangladesh: Some Further Statistical Perspectives.
 

16 While we have seen that the relative shares of SR and MR in 
the 1970's and 1980's in total PFDS had declined relative to 
the 1960's, the trend towards a declining relative share 
within one sub-periods of the post-libeiation period to 
another is quite marked for SR and, albeit slightly less so, 
for MR as well. The same was found to be true of LE. The 
share of OP, FFW and a combination of OMS and MO has risen 
consistently through the period. The share of EP has 
remained pretty much the same during the 1970's and beyond. 
The shares of FM and VGFP have unpredictably fluctuated 
(para 7.3). A part of the decline in the relative share of 
MR during the 1970's has been offset by aim increase to the 
tune of 7% in the share of OP, it being noted that during 
this period there has been a relocation of beneficiary 
categories out of MR and iito OP. However, the share of MR 
has fallen by far more - nearly sixteen percentage points 
between early 1970's and 1980's - than that of OP has risen. 
MR has, therefore, taken a sizeable cut in its relative 
share during the 1970's (para 7.4). 

1 Since the entire consumption of wheat was supplied from
 
rationing, no purchase of wheat from the open market was
 
presumably involved and hence it was logical to assume that
 
changes in market price of wheat did not have any impact on
 
the calculation of ration price of wheat.
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17 	 An almost continuous decline in 
the unit rates of subsidy,

for both rice and wheat, has occurred right through the
 
period following 1974/5 (Table 7.2). Rice has enjoyed a
 
preferential rate of subsidy throughout the period. In
 
overall terms, the unit rate of subsidy has fallen by 30
 
percentage points in 8 years beginning 1.974/5 (para 7.9). We
 
have found that urban-proneness of the PFDS - measuring it
 
by the ration of 
estimated number of urban beneficiaries of
 
the PFDS to estimated urban population - has quite rapidly

and unambiguously fallen through 1970's and beyond. Between
 
1974/5 and 1981/2 in 7 years - the ratio has declined by one
 
half or more (Table 1.3). In contrast, the rural ratio
 
suggests a patte-n of crawling improvement in the rural
 
ratio, although the pattern is hardly spectacular (para
 
7.18).
 

Urban and Statutory Rationing in Bangladesh
 
in 1973/4, 1984/5
 

18 	 Income transferred due to urban rationing was estimated to
 
contribute 7.05% of with-rationing expenditures per capita

in 1973/4 - a year when participation in rationing by

eligible households must have very extensive and full. On
 
some plausible assumptions, the corresponding figure for
 
1984/5 is found to be 3.21%. In 1973/4, rationing improves

the distribution of expenditures per capita by about 
 three
 
percentage points, while 
in 1984/5, it does so by slightly
 
over one percentage point. The implication is clear that
 
urban rationing has more recently come 
to have very little
 
redistributive 
 influence (paras 8.6 - 8.7). The rationing

benefit-to-income has been estimated to 
be 0.3% or less in
 
three SR areas Our own
surveyed recently by A. Abdullah. 

surveys in two SR areas returned average benefit-to
expenditure ratio of 0.7% (para 8.7). The much lower
 
benefit-ratio in the SR area makes good sense as 
we show the
 
average expenditures of randon samples of SR households to
 
be significantly higher in 1984/5 than even
reasonably, 

generaously, 
estimated average incomes of representative
 
urban households in Bangaldesh.
 

19 	 In this study, standards of living were measured in terms of
 
per capita expenditures, and not measured income, as the
 
latter was frequently understated and could not, in
 
addition, account for own-account production that is
 
consumed (para 8.10). Per capita expenditure of the overall
 
SR sample was foun2 to be Tk. 7762, 
while the corresponding

income was estimated at Tk. 7058. (Table 8.2). The living

standards of the SR sample were found, 
 for each of the four
 
quartiles, to be significantly higher than those of
 
representative urban 	 in the
households corresponding
 
quartiles in 
 1984/5 (Table 8.3). The latter figures were
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based on 1978/9 HES data, and estimated urban inflation
 
rate.) The SP sample has an average budget share of food of
 
61%, while the corresponding figure estimated for
 
representative urban households was found to be 68%. In both
 
cases, the average budget share of food declined with higher
 
quartiles, but the rate of decline was found to be slower in
 
the case of estimated 1984/5 percentages (para 8.12). On
 
careful comparison of 1984/5 SR sample data, and 1984/5
 
estimate of representative urban households (on the basis of
 
using 1978/9 HES data), we concluded that the average
 
recipient of SR in Dhaka and KhuJ.na must be 
 considered as
 
significantly better off in 1984/5 than the average urban
 
household in Bangladesh (para 8.14). Average budget shares
 
of both wheat and flour products (including flour) are found
 
to increase with average expenditures on teh SR sample
 
households (Table 8.5). Household procured a preponderant
 
part of their combined consumption of wheat and atta in the
 
form of wheat, and not atta (Table 8.5). Consumption of
 
flour and flour-products is found to be unequal; top half of
 
the distritution of households accounts for three-quarters
 
of the expenditures on flour and flour-products (para 8.16).

The SR households overall allocate only 34% of food
 
expenditures to cereals while about 56% of food expenditure
 
are allocated to fish/meat and pulses/vegetable categories.

The clear preference for protein-rich food points to the
 
fact that SR beneficiaries are in general reasonably well
off households (para 8.17), This is further confirmed by the
 
fact that overall calorie intake is high indeed at 2297 kcal
 
per day. Caloric intake by representative urban households
 
in 1973/4 was estimated at 1920 Kcal/day and, from somewhat
 
less firm data of HES 197G/7, at 1897 for 1976/7 (para

8.]3). SR was thus judged in this study to reach mainly the
 
non-poor in the areas where they operate (para 8.19). One
 
important reason why the poor in major urban centres are
 
outside the direct province of SR is that the fresh issue of
 
SR cards has been banned since 1974, except to priority
 
categories like government servants on transfer to SR areas
 
(para 8.20). The second important reason why SR mainly
 
benefits r ilatively better-off households is that
 
households, already in residence before 1974 and had been
 
issued ration cards may be suposed to have through time
 
improved their economic situation (para 8.21). Dhaka and
 
Khulna have been cities of opportunity in the last decade or
 
so (para 8.21). Even the poor who landed in Dhaka upto 1974
 
and managed themselved accommodation by SR have often
 
witnessed some improvement in living standards through

"multiple-earner' basis 
(para 8.24).
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Rationing 3ehaviour of SR Sample. 1984/5:
 

20 	 The heads of 72% of sample households were born outside
 
these SR areas but came into permanent residence in them
 
subsequently. 24% of the sampled heads were residents since
 
their birth. Mean length of residence of households headed
 
by men not born in the SR areas at hand (72% of sample) was
 
found to be 20 years. Only 3% of the heads reported that
 
their movement into these two SR areas were occassioned by
 
transfers on duty. The category of those who settled down in
 
Dhaka and Khulna in preference to the places of their
 
births, reflects, by virtue of its shear dominance (72%
 
response), the fact of che selection by many households of
 
these cities especially Dhaka, as providing many
 
opportunities, not the least important of which has to do
 
with those of SR (para 8.28 - 8.29).
 

21 82.5 of about 3026 SR households interviewed in Dhaka in
 
April, 1985, had some defined employment status. Of these,
 
the largest single category is that of government servants,
 
with men in profession, trade, industry and services being
 
the next important category. Occupations with low socio
economic rating, e.g. artisans, rickshawwalas, maid servants
 
are not much in evidence in this lot (para 8.31). The
 
occupational distribution of the 156 SR sample households
 
was found to be pretty much the same. We believe that our SR
 
samples have been drawn from the same structural universe as
 
the much larger ration shop survey sample (para 8.32).
 

22 	 The SR sample was found to have more minor cards than they
 
have minors, and have less adult cards than they have adults
 
in the family. This means that the status of ration cards
 
has not been changed in the light of changing ages of the
 
members. This constitute indirect evidence of an attitude by
 
households of the lack of acute concern with getting the
 
maximum benefit possible under the SR rules prevailing (para
 
8.34). It may also be that the transactions costs of the
 
upgradation of the entitlement on a particular card nay be
 
higher than the expected gains from the change.
 

23 	 For the SR sample, average number of weeks that ration is
 
lifted in 1984/5 is found to be 42.5. The corresponding
 
average reported by the larger survey of April 1985 
 was
 
45.4. Considering that the latter average was almost
 
certainly an overstatement, the similarities between the two
 
averages are reassuringly close (para 8.35). The quantity of
 
ration (rice plus wheat) lifted per capita on our sample
 
works out at 98.5 lb. This compares with an overall urban
 
average lifting of 275 lb. in 1973/4 by Ahmed (1979) (para

8.35). In overall terms, about 58.6% of quota per adult
 
equivalent card is lifted in 1984/5, the percentage being
 
59.6% for rice and 58.7% for wheat (Table 8.15). The
 
proportion of quota that is lifted declines with ascending
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expenditure quartiles, but the rate of decline is clearly

slower for 
wheat than for rice. Wheat is, therefore, seen as
 
the preferred commodity by his well-off sample (para 8.37).

In overall terms, partial lifting, rather than irregular

lifting, is found to account for over half of the total
 
unutilisation of ration entitlement, and this appears 
 to
 
hold good for both rice and wheat (para 8.40). This means
 
that the card holders attend the ration outlet relatively

regularly. Whether, however, he 
 lifts fully or partially

depends on the quality of the rice or wheat being
 
distributed on a particular day. The problem of lack of
 
utilisation of ration is 
not so much one of card holders who
 
rarely visit the ration shop as one of discriminating
 
customers who base their rationing quantity decisions 
 on
 
considertions of quality, relative price and so 
 forth.
 
Regular attendance at ration outlets could also be 
 due 	 to
 
the 	 fact that commodities other than foodgrains, too, 
 are
 
available for rationing (para 8.40).
 

24 	 SR sample households failed to accountfor all of what they

admitted having lifted off-ration in what they consumed out
 
of lift-off. The difference between what they consumed off
ration and what they lefted off-ration should be properly

treated as a leakage. On an overall basis, the households
 
are found to have lifted 9 kg. of wheat per adult card 
more
 
than they have consumed ex-ration. In contrast, they u e
 
conceding to leakage only to the extent of 0.71 kg. of wheat
 
per adult card, thus leaving about 8.3 kg. of wheat per

adult card that remains unaccounted for. This accounts for
 
about 20% of what is lifted or about 12% of the total quota.

In sum, 40% or so of household entitlement of ration
 
foodgrain were not in 1984/5. Of the
lifted 	 quantity lifted,

about 20% and 24% 
in the case of wheat and rice respectively
 
are not consumed but is probably leaked out (paras 4.45 
 -

para 4.47).
 

25 	 In two-thirds of cases, the head of household or 
his son was
 
found to be lifting the ration. This was seen as evidence
 
that households attach some importance to the act 
of lifting

the ration. Perhaps, this was because the exercise of
 
responsible discretion relating to of
the extent lifting of
 
the quota is involved (para 8.49). We argued that there is
 
no contradiction between the fact that households appear to
 
take seriously the quality of decisions about the quantity
 
to be lifted and the fact that about 20% or more of what was
 
lifted in 1984/5 probably leaked out-side the 
 households
 
consumption. This is so because households take all the
 
trouble of regular lifting, however partial it may be
 
relative to the quota, since they consume a lion's share of
 
what they lift (para 8.50).
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26 The overall concl o;in of lhis (uhapLer wa; Ltha. SR in yoared 

III tLia2 miin I owa aI I it lliis f lapoIInI:Ie aIt Ii-_; , th.1 I lnp aluw 
qrpaL.ly (liti imiih (1 i to'ttie I. r r aW t.oe; ar I -i g of 
nL) idi:) ,-iI pi I cop mIiunt I.aL :;ess 1% if hiot ;o htitilll u h l Lhil l' 
permanen. Inv'rimi, tLa t Intie SR repre;en|.,s a gross; ly 
Inequitable Inslrumeint: o f rood policy, thaLt a reorientation 
of Lhe SR in; now due,. (wp i it; idi 13 coin t.scus.; suimp i:ir, 
rec-omm enrla l.blos WaLha I I.o UP nuthgges:v. eorle", en1.2 lin oft. 
SR.) Furlh r it is;our hvlielf LhaL rpe:Iplents In OP and [,E 
are on (pclear ly ai , IPPrvInln , oaiilh bat;is of need,avraqg l 
.Iana !;P I l au h I (I! I o I v1 ii i (.1 uqh() 1, I vcv I a I r a r i I 

sMrodied Rat. rans 

.od__ 	 .e_d Ra _on Ig In Hanl aI des;l: 

27 	 A n,aua,'ly;i:s of I h' ( iia l. L!e varial lil y of quar torly 
offLak, in five c'hannels of PIFi.S showedp quil.e c:onvining]y 
Lhal MR wast lo hl, l ianir l with heP gralit varlability (T'ahle 
9.1). MR i i loo among thehe nonet, i.o"Pc ihaninels of t.os PFD 
have [ho rur al poor at; Us Q-jeure uianst-i tuency . Th is 
parL:icular :hiannel ha:; II dit.In L!uicti.n of Laking the deepest. 
cIaa: In I.r; averag.e qurt rly of[Lake coumntry-wide, and of 
having tP hli ght volat lilty from one quar ter Lo the nexL. 
Besides, lie volatill ty has remained prac:lica]ly Lhe same in 
all time perio(s:; con;; iderd: iU.s dlegree did((not fall aL all 
even when the scaleof MR wan W31]ashed l)y alimost: two-thirds. 
This situat i(an ariseos of course because MR is o[fi:ially 
meant tn he a re;idual category. The ln(:oin[oLrtable fact. 
realin;, hiow-vur , Lhtl this dit;]pel i otnl-tound a; though Lhe 
pro)lem of food so(i it.y for .lte IUoral poor . lhe silent 
majority in Ranql .ale:sh can well hit L.r ,aLed a; of rsi.dual 
impor 	[aur-v when, ton t.lIt ]iii/ L :l:ter--off orbhanath.halr atihe 

people are givvn priorit y iii i ot iini:secl ddelivery. Thi; Is 
one of h' ma l:; i itt ]ilY :; L {a is :; Iplicit I i nor t sIt' lAl ml I 
'jove rnaui t'a . foodit pnit r:y I pa-a 9 .5) . MR isrvery miluc:h of a 

p ipi)l at i()it it piVt Ity. (on Ii lIy gelerouls assumpti ons, we 
es t iia t ttih t. iL intu, a reaen:i; t. yearn (e.J. 1.978/9) , L.ihe 

proporLition o f the rural pocrir covp:ed by MR accordaing Lo 
,maximumltati allotwahle MR ,juola I:s3.6% (Table 9.2). The highe:;t: 
Lhat 	 it: h;as Wicen In Lhe 1970s in the table is 10.9%. The MR 
qiuant:itiet s may Lhus he seen t:o h ieneflI!. a vet:ry smal.l fra:tion 
of poor rutral poiulal.ion. 
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Comparative Incidence of MR within 
Pourashavas and Villages:
 

28 	 About seven-tenth of the foodgrains in MR get distributed in 
villages through UPs (Ahmed, 1979; Table A9.1 of this 
report). But absolute quantities have to be standardised for 
number of MR cards. On a per-card basis, rural areas receive 
far less accommodation within MR than the pourashavas. In 
1983/4, the rural-to-pourashava ratio of MR distribution was 
18.4% only, it being only slightly higher, 22.3%, in 1984/5. 
The rural poor are accorded far less importance in the 
actual modalities of MR distribution (para 9.19). We do not 
as yet know, however, what is responsible for this - the 
government, or the fact of the poverty itself of the rural 
poor. This is worth examining in gLoater detail than was 
possible in course of this study (para 9.20). 

Territorial instability of MR:
 

29 	 Perhaps due to factors specific to the peculiarities of the
 
upazillas, MR off-take was found to display considerable
 
territorial volatility, and across time within a broad
 
period. This uncertainty appears to have important influence
 
on population perceptions about MR (para 9.22).
 

Assessment of Eliqibility of Households in MR: 

30 	 Our surveys show that, out of the 249 households randomly
 
drawn out of the A and B categories on the DPL, 174 (70%) in
 
fact did beloig to A category, viz. paid zero chowkidari tax
 
in the year preceding the survey and another 63 (25%)
 
belonged to B category. Only 2 and 5 belonged to C and D
 
categories. (These may have belonged to A or B category when
 
the present DPL was drawn up many years ago). 95% of the MR
 
covered sample were being deservedly serviced by it.
 

31 	 For every household in A and B categories that is properly 
benefitted by MR, it appears that an equal number of A and B 
category households are not accoiimodated within MR, although 
they ought to be. This is so because 70.4% of the households 
who were introduced to us by our MR-covered respondents as 
never having received any M1R foodyrain turned out to be in 
category A, arid another 25.Gt in category B (para 9.43). The 
close similarity of the percentages of A and B categories 
households as between the MR-inclusive and MR-cx-lusive 
households can have only one explanation, namely that both 
samples, although very differently selected in fact, have 
come from the same universe, namely households that 
represent the bottom of the rual income distribution. 
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Control of SUpLlies in MR:
 

32 The DC, food, in a district decrees the 
 upazila-level

allocation 
 of what remains of MR allotment of the district
after the claims arising from the pourashava DPL are 
met. It
is our understanding that the 
 total quantity of MR
foodgraiiis for 
distribution in non-pourashava jurisdictions,
i.e. through the UPs, are 
prorated among upazillas on the
basis of the number of MR cards at issue The
in them.
upazilla allotment is then further prorated among unions
the basis on
of the number of 
MR cards at issue in them.
However, the number of MR cards at 
issue is frequently lower
than the number of member3 belonging 
to A and B catagory
households maintained on 
the DPL. We, therefore, find that,
while the quantity of 
MR foodgrains distributed per MR card
in villages is 25.8 
 seer ITable 9.3), the 
 quantity
distributed per member 
in A ai~u B catagory households In six
syrvey unions was 6.5 seerr only in 1984/5. This shows how
supply of foodgrains in MR 
is allocated.
 

Incidence cf Riral Rationiny on liu!chlJd Food Intake: 

33 Four channels of PFDS can potentially reach ruralhouseholds: 
 FFWP, VGFP, disaster relief adn MR. 
The wheat
distributed 
 under 
MR in 1984/5 could potentially reach
households 
 gua wheat, 
 or qua atta 
via the instrument
suggests that, in 1984/5, 
of
 

MR and FFWP made an important
contribution 
 to the daily food intake of households, of
17.5% (para 9.29). Our MR-covered 
 household sample
overall a poverty-stricken sample, 
is
 

as measured by caloric
intake 
per capita per day (para 9.26). 
And yet the incidence
of wheat ration under MR 
for these households 
is a meagre
3.9 seers/capita out a ceral
of total intake of 190.4
seer/capita/year, viz. 
at only 2.1% (Table 9.8). Consumption
of atta 
 contributes 21.3 seers/capita/year 
or 11% of the
cereal intake. 
 Even FFWP participation contributes 
more per
capita than MR distributing wheat 
(Table 9.8). The dominance
of direct purchase of 
atta, relative that of
to wheat, on
this poverty stricken sample is striking and would appear to
be higher than has been the 
case for poor rural Louseholds,
historically 
 (para 9.29). The 
following conc:lusion can be
reached. The ii-come re-distribution among rural households
arising 
from the working of rural rationing ( including MRfoodgrain and FFWP wheat, 
 but excluding the atta) 
 is
Insignificant. 
 The fall in the Gini coefficient of ruralhouseholds in the with-rationing situation would be no 
more
than 0.5 percentage points. The 
fall in the Gini coefficient
of the distribution of 
caloric intake 
in the with-rationing
situation 
 would be even 
lower. ALta is properly to be
excluded 
 from such a calulation because households 
receive
 no subsidy on the atta they consume. 
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34 	 Average MR foodgrain distribution (rice plus wheat) is found
 

to be 4.2 seer/capita/year, which is quite consistent with
 

the average, reported for six out of ten of the unions
 

surveyed, of 6.5 seer/capita/yedr distributed per member in
 

A and B categories (Table 9.11). That the sample exepriences
 

both poverty and the want of accommodation by MR is not
 

surpr ising; the UPs themselves have been allotted 

quantities which simply do not stand up to the union's 

requirements ev..n if measu ed by the number of MR cards at 

issue. What h'i[ens, therelore, is that only households who
 

manage to doA:cedly pursue the UP chait man and his concerned 
member do in 'ict get a Larger quantity of MR foodgrains. 
The 	 genera]I run of MP covered households receives a good 
deal 	 less. This, we believe, i:b reflected by the difference 
betwutn the 6.5 seers and the seers in average.1.2 receipt 
of MR foodgrains on our households. 

Non-participation by the Poor in the MR: 

35 	 75% of the MR-exclusive households sampled felt that they 
deserved benefits from out of MR (pa:ai 9.42). All these 

households were in A and U categories, and hence their 

grievances were quite legitimate. All of them had tried in 

the past to secure issue of MR cards in t:heir favour, but 

without any success. The muost oft-citeu result that our 
respondents quoted was that they were assured accommodation 

next time there was a fresh issue of cards (para 9.42). The 

last time azards were issued was 4.7 years ago (Table 9.10). 

The waiting tium can, therefncr, be quite considerable. 

About one-fiLth of this sample, therefore, never sought to 

ensure issuance of cards. Their reasons for avowed non

participation are (i) that open market prices frequently 

equal issue pnices in MR and (ii) that buying atta in day

to-day quantities is so much more convenient (para 9.42). 

Leakaqg out of MR and PFWP: 

36 	 Households surveyed, both iii SR and MR areas, were 
understandably evasive in matters of whether they leak 

foodgrins into the market out of their rations. We have 
concluded in the case of SR sanmple that householas had most 
certainly and grossly understated their involvement in 
leakage ()ara 8.45). Leakage is estimated to be much less 
at the level of rural households, in view of their poverty, 
and of the meagreness of Lypical MR d istribution on average. 
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The Chakkiwala Vs MR:
 

37 	 In May, 1983, 
the Government decreed that thenceforward all
 
MR wheat would be 
first issued to approved chakkiwalas at MR
 
issue rate who, after milling it, would market it, whether
 
to MR cardholders, non-caLd households, or to bazar
 
retailers. The percentage 
 was brought down to 50% in
 
September, 1983. 
 In the entire 1983/4, the percentage was
 
about 40% or so. Consumption of atta has quiie a favourable
 
reception on the poor households (para 9.45). A move towards
 
using the mechanism of atta-chakkis to the exclusion of the
 
prevailing regime of MR involving UP chairman/members and MR
 
dealers strikes us as a basically correct decision of the
 
Government. It has the following advantages5: (a) it
 
potentially de-politicise the distribution of 
"non-preferred"

cereal 
in which the poor are in the main interested; (b) the
 
chakkiwala, once he lifts an allotment Limit the LSD, has
 
greater incentive to mill the wheat 
In his facility than has
 
the MR dealer to sell his allotted quantity in his
 
constituency; (c) the atta, once 
It has been milled, has a
 
limited sack-life and hence does not 
lend 	Itself as much to
 
inter-district hualage as wheat in a sack; 
 and (d) finally,

such a move edges the system of food distribution toward a
 
greater 
dependance on market mechanism. The price of atta,

the average household on our samnple has paid almost
 
certainly Included d premium of about Tk. 0.75 )er seer,
 
give or take Tk. 
 0.25. But we believe that this resulted
 
from 	a demand-supply misxmatch, resulting In large part from
 
the fact that in 1984/5, our sample of chakkiwala received
 
an average only 330 rods. 
 of wheat each - a frlaction only Oi
 
their milling capacity. It 
is possible, according to us, to
 
establish parity 
 in supply and demand fur atta by doing

something fundamental about the ridalities of MR 
(this Is
 
detailed in Ch. 13.)
 

Asessrent of FFWP and VGFP in Bdnqadesh 

38 	 Bangladesh PFDS incorporates schemes which seek to target
food supplements primarily on poverty consideration, as also 
highly targeted special nutrlition-cum-development programme.
The first Is exemplified closely by FFWP, and the second by
VGFP. In the parlance of Cl..7, both, including the small 
Institutional Feeding Programme, are called Relief, as 
opposed to monetised, channels of PFDS in Bangladesh.
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worig,of FFWP 
v eyr o s o a t!I -select on o 
3 '9 r the in,,Dangladesh .have demonatraed a

el--"-eeme o E. se f byh of ral./o 

typaI manaua 1work, even.an.in, ai 
Banglaishioinlylutwor,lortalg an-u dujuaqv a's st 	 h toegeeliable i ndica 	 "yIto 'a 0 . 9 Po>,'e r bsII cabi af po verty (pa raO'9 Ivrthu acts'4V 

a .. very, s i : mhik the:oeffeti.ve wreeng "-,"rgthe:i
fst~ 1Uu'onFFW:6 JtI:bii'does - nat ,suffr, 

'from -oi of -the 'Klimitations afflict urnw-o'the FFWPne 	 hhch so oter'"e;"othe 
t> j~'er y ). 

' suredenialsSwee, .. o :theVlbourers: of thirrghtful" ' 

in the bat.,, DIPPRI,estaimdtied such underpayment to 
b asmuch,, .as, 2G%, in the FFWseason 1901/~2 In~ the, WFP'''"_~ 
sponsored FFWP, (parad 10.6). BuL.thLWFP claims La have 
brouight, such under'paymnent downito the order of 5 or so in 
the 1984/'5 .season :(para. 10 .8) Such improvement has been 

madde" posible by st'ngthening fieldaiiiLor inc out.fit. at 
th'e disposal: of Field 'officeis 'now ,quently 

:~h progradmmjeisVfor'ti~airs~pra~O hr 

the WFP., 	 er (FO)

tour 	randomly selected FT1WP sites. 'WPFOs.have been given 
the 	 mandate by the Governiiment of recommendinug to the PO aL:
 
the upazilla the suspension of an approved scheme if foul 
play ui strongly suspected -- although suciprivi l eges are 
rarely execisIed. But ithe mere"possibility is deterrent to 
-poss ble abuse. Crte rm wfor app:evine FFW projects have 
beeii improved. e Suitael technical inputs fow are 
increasingly going 1n k pre-work measurement 'of the 
'earthnoving work: DUET seudents are being used for~this ead. 
A mo re rigorous Post work ineasu~ement, again possibly by 
BUET student , is on dhe cards. In su1, the F an dWPV 
Bangladesh has .improved 'noticeably in its Implementation. 

40 	 VGFP- have, under rigorous evaluation, also acqjuitted of 
itself w lwh credit. They do reach target group (pardlhe 

10.10).' VGFP and may, t'heir'tfore,1F be said to b e erforming 
reasonably well Ith role 6f ntiritional intervention. There 
was 	 until about 3984, widlespreaid and(] genuine concern LhatL 
V.tFP was not performing well its developmental function 
involving improvement of health/nutritional education of the 
recipients oftheir standards of functional literacy and of
 

V-their 
 level: of gainful skills. However, SoMe 'concerted
 
vVattempts have been made b the Minist ry of Relief and 

Rehabilitation to imnprove VGFP- from this view point.- Besides 
foritution of a National Co-ordinat'o committee, and a 
working ,commiittee in the Directorate of Relief a nd 
)Rehabilitation (DRR), a~VOF cell with WFP experts has 'been
fformed in DRR. The cell o6fficials have started monitoring 
the developmental per formtance of VGRP rather, closely. 
Progress made so far is modest: hot the movement' is surely in 
the right direction. Despite some success a good deal of 
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incorporating it into their criteria of determining upazilla 
wise allocation of FFWP assistance (para 11.10), Having 
reconfirmed the validity of the gradations of famine 
pruneness originally suggested by Dr. Currey using a study 
by Chowdhury (1984), and again using our sample survey 
results (Ch. 9), we specifically recommend that a 
reorientation oL the PPDS that :ieeks to achieve a greater 
pursuit of food insecurity ought 11, systematically 
incorporate the geography of famine proneness into the 
allocation--principles of MR, VGFP and FFWP (this is further 
elaborated in Ch.13). Further, there is also a geography of 
food vulnerability within statutory rationing areas which 
needs to be taken into account, especially if SR has, as we 
believe, to be abolished. We suggest that the establishent
 
of FPS within poor neighbourhoods in SR areas merits
 
serious attention. These FPS would utilise the principle of 
locational self selection to ensure that only, or mainly,
 
the poor have access to them. Targetting by commodity could
 
also be used (para 11.22).
 

44 	 In its role of supply and market price stabilization, OMS 
program has imumense potential in contributing towards 
removal of food insecurity in the country. In Banglapdesh, a 
significant number of people live near or below the poverty 
line. Also, it periodically suffers from aggregate foodgrain 
shortages. Therefore, the welfase contributions of a 
distribution mechanism such as OMS that is exclusively 
oriented towards stabili.-ing foodyrain prices in the open 
market nust be quite large. The territorial dimensions of 
food security can ,ileo be effectively handled through OMS 
operations by targetting the foodgrains in the traditionally 
deficit areas which are ecologically wore vulnerable, and 
therefore, more famine-prone. Also, OHS program by exerting 
a stabilizing influence on makrket prices can contribute 
towards mitigating the difficulties faced by the government 
in fixing procurement prices in periods of rising domestic 
foodgrain prices. 

Experience of PFDS in the neighbouring Countries:
 

45 	 Alternative schemes of food distribution ranging from
 
untargetted food price stabilization prograimne in Indonesia
 

-
to geographically targetted ration shop or fai price shop
 
scheme in West Bengal in India and the recent food coupon
 
system targetted by income as well as the earlier
 
untargetted subsidized food ration system in Sri Lanka are
 
reviewed for drawing lessons for designing food distribution 
system for Bangladesh. (Chapter 12).
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46 Indonesla's food distrlbuLtlon policy of adequate supply 
of
food at 
 stable prices for t:he country's large and growing
ppulat ion rnqnlure bioth holding and ma I ntenan-e of an,arleqate lI fFer stock which In Its turn have both OIdomst Ic
and forelgn xchanyp cunt. Impl liat lonn an aswel l hnivlrnj
impncl. on drimenl foodic prod( ll. no, (parn 12.1 17.9). ThIuntarg.tel.Ld syn.t.m h i'n tllseveryni In the 'o ntry arnd lheopernt:innal cost such
of a system Is quit.also large
requIriny Forp]gn exchange 
t:o import. food during t:hha,1 cropyears, luilding c',notugh sloraq capaciL.y and pr ocuremen: cost

from diniost ic proiduci on a! a mlinimun pr ice set. before the
harvest and di .:r I log 
 Iu:ii t a 
 suls d Isod price formaintalining 
 price st:ahliIt y. ir:h intargeI.ted schemes 
 are
 
not only thP most: costl Iy 
 for tim statM budget but usually
Increase t:he rood consumpt.Ion or the well nouri lhed.
 

47 Rr! Tanka also stKart ld or 
 with nn untargtted ration" svhemt
similar 
 to that: of TndonenIa an a part or Its ovrall
welfare or iented d',rv lpmnt: programme founded the
on rock

of resource constralini 1hd 
Un hoisihs:I t:iited by food coupon
syste'm 'nrgrt iNd by 
iw',m in l'7. 
 In india a net work of
rat ion shops or 
 fair pr Ice shops distribute government
procured and Imporld food at: 
 below market prices in such
big cities 
 as ralrU:n anid flnmbay (para 12.10 
 - 12.20).
These shops are 1oaloa(1 qooqraphIcally in slums and poor
 
urban areas.
 

4R TI in FouId that; t.a trqet,
l in by reqlInn and commodlity rpdilcn:
vot: of prnrrammp and 
Inreanr. Ian 
 fFl u'l, (pPo ,A l).
ur;, . 
the rice it wotuld hP.'.,viq; il, Ivl t a poor dvelI ping 1 ountrysuch a-; nanqladonsh 
Io d,:; Iqn Its food distr.Ibution syst-em
LarqgotPt.vd by ryIg no" d imin irirln ly, Wheat: In consi dered as anInferior 
 commodity cormpared to rice in Rangladsl. Hencedlst:ribtutionu or poor qunality wheat at sllls( lS0(] prices

of 1
 

through ra I 
 price shops Iocaled in slums and poor mayareas

be given 
 ser ius coos inlera i. i niu wh il' dres ining Food
 
distribution system for Rlaunladesh.
 

Recommendations Lt Ru._uL Uupz _rm of PFDS In 4anilade h 

Reonmmendali. Frir o ;trctu.fon R, oring of PFDS In Rangladesh
Irnically lolinwrl [h, 'vvidn.'es which we have been able 
to
 amass In :Pti ore rioi.f I he, ndy. rp,u Tiui';r, t ~iillilnl'lla I Jlllltngether wi th t.h l r Itliru IlI a d:i iii~I i I till.,-ml f l havebeen oimhnilId iii" ilpl v r I ii"I Ih,, Ro pni I . Ti, Np'c(i f In:rpcrnmmprmul-.l nn .tr, !,prol u 'r hol ,w: 
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It Is recommended that:
 

(I) 	SR be abolished altogether
 

(iiF 	the rationing quota in the remaining three priority

channels viz. EP OP and LE be halved in the phased
 
manner, say, during the period of Third Five Year plan
 
of the country.
 

(iii)the ratio between issue price and market price in four
 
channels namely EP, OP, LE and MR be maintained where
 
they are in 1985/6.
 

(iv) 	wheat be substituted for rice in the remaining
 
traditional rationing channels where both rice and
 
wheat Is prastntly dlstributed (i.e. EP, OP, and MR) in
 
a phased manner, so that only wheat is distributed in
 
the last year of the Third Five Year Plan.
 

(v) 	wheat, not distributed in EP, OP, and LE due to
 
recommendation (ii) be redirected into FFWP and MR on a
 
50:50 ratio.
 

(vi) 	the allocational criterion of the MR be revised to
 
include the following. The entire MR wheat allocation
 
be allotted to approved millers in pourashavas and in
 
the unions who in turn would market the atta. Three
 
sets of eligible MR beneficiaries are to be recognised,
 
in order of their respective priority to be duly
 
reflected In their "notional" entitlement per card per
 
unit of time; namely (a) MR card holders in famine
 
prone upazillas (b) MR card holders in non-famine prone
 
upazillas, and (c) MR card holders in Pourashavas. The
 
allocation of MR foodgrain, both wheat and rice, among
 
these locational entities should be governmed' by the
 
principle that an adult card in (a) should have the
 
weight in terms of entitlement 1.25 times that of an
 
adult card in (b) and that a card in (c) should have
 
the weight of 0.67 that of (b). The allocation of MR
 
among districts should similarly be derived from a
 
country wide compilation of MR card at issue in (a)
 
famine-prone and non-famine prone upazillas and (b)
 
in pourashavas, similar weight being applied. Rice in
 
MR may be distributed among card holders through the
 
medium of MR dealers, so long as rice is distributed.
 

(vii)field monitoring capabilities at the disposal of the
 
PIOs at the upazilla be increased so as to prevent
 
abuse and enhance effective use of the expanded scale
 
of the FFWP. The availability of such monitoring input
 
on the side of the implementing agencies involved will
 
likely to improve further the effectiveness of the WFP
 
monitoring outfit.
 

(viii)in roder to contain the speculative activities in rice
 
market leading to excessite hoarding, an effective OHS
 
program should be underta'.en during the lean season.
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(ix) 	OMS Program be strengthened by making available larger
 
amount of foodgrains with greater share of rice
 
diverted from SR and other preferred categories (EP, OP
 
and MR) so that it can 3erve as an effective tool for
 
price stabilization during the lean season period.
 

(x) 	 the suggested principle (as enunciated on chapter 6) may
 
be accepted as the basis of setting ration prices over
 
time.
 

(xi) 	in order to moderate price during a period of short
 
market supply, no new channel of PFDS be created.
 
Instead, timely triggering of the OHS as a policy
 
decisicn, followed up with appropriate degrees of grain
 
releases in OHS will, we believe, contribute to
 
moderate what may otherwise be excessive increases in
 
market prices. In addition, it is recommended that the
 
government has at fiscal year-end total stocks of about
 
1.00 	million tons.
 

(xii)the VGFP be operated at the existing level until there
 
were to occur a demonstrated improvement in the
 
capability of its recipients to use the food assistance
 
as an effective catalyst in their reasonable
 
achievement of economic self-reliance during the tenure
 
of the feeding program.
 

(xiii)procurement programme be continued but efforts be made
 
to ensure that small and marginal farmers might benefit
 
from the Incentive prices to a greater degree than has
 
been thought to be the case in the past.
 

(xiv)Fair price shops (FPS) be opened on pilot basis within
 
particularly poor neighbourhoods within what are now
 
the six SR areas. The idea is that when subsidised
 
foodgralns are distributed from rationing outlets
 
located in poor neighbourhoods, the poor will primarily
 
participate in the program. Besides locational
 
targetting, further targetting by commodity may also be
 
feasible. It is further recommended that the FPS be
 
operated by individuals who are themselved residents of
 
the poor neighbourhoods. Foodgrains to be distributed
 
will be so priced as to allow two-thirds the unit
 
subsidy provided via MR.
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(xv) 	the government should seek to quicken the pace of farm
 
technology modernisation at the same time as to
 
redirect a growing part of its benefits in favour of
 
the landless, functionally landless, marginal - and
 
small farm households via the mechanisms of the labour,
 
land and capital markets. PFDS can at best make a
 
shortrun contribution to the problem of rural poverty,
 
but the real challenge in the countryside of Bangladesh
 
is to initiate and sustair an efficient, secure and
 
eualitarlan yrowth involving the agricultural sector in
 
ywndralo dud ito food sector in particular.
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CHPATER 1
 

THE OBJECTIVES OF THE STUDY
 

Al : 	Some Analytical Considerations
 

1.1 	 This is one of three studies being concurrently executed by
 
the Government of Bangladesh (GOB) on various important
 
dimensions of food policy. The other two studies are
 
focusing, among other things, on (a) estimation of economic
 
subsidy and the distribution of food subsidies among various
 
income groups in rural and urban areas, and (b) the relative
 
economic efficiency of input subsidy versus price support
 
programme for small and marginal farmers in Bangladesh. All
 
three studies are aided by the US AID. The study referred to
 
at (a) evidently has a commonality with this study in that
 
both are concerned with the consumption side of the food
 
distribution, while the study at (b) is more properly seen
 
as mainly concerned with the production side of the
 
Bangladesh's food system. Our own study is focussed on the
 
character, administration and economic, especially
 
distributional, consequences of the PFDS.
 

1.2 	 It is apt to remember that the general topic of this study
 
is subsumed within a broader category of thought and
 
research which may be called food policy analysis (FPA). FPA
 
provides a framework for relating society's objectives for
 
its food sector to the technical, economic and political
 
constraints facing public and private decision makers. From
 
the process of balancing objectives and constraints emerges
 
a set of policies and programs that reflect the government's
 
effort to build an environment that is conducive to meeting
 
society's objectivr6. These objectives usually have four
 
basic dimensions, according to Timmer (1981, p.1):
 

1. 	 Efficient growth in the food and agricultural sector;
 

2. 	 Improved income distribution, primarily through
 
efficient employment creation;
 

3. 	 Satisfactory nutritional status for the entire
 
population through provision of a minimum subsistence
 
floor for basic needs; and
 

4. 	 Adequate food security to ensure against bad harvests,
 
natural disasters, or uncertain world food supplies.
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In other words, the major objectives of food policy of the
 
government of a developing country are improved nutritional
 
status through better income di.;tribution in the context ;f
 
rapid and secure growth in food output. Meeting these
 
objectives is facilitated if the environment confronting
 
decision agents in the food sector - both consumers and
 
producers - under score, inter alia, stable incentive-giving
 
producers prices, strong performance by investment in
 
agriculture, especially R & D, usually led by the public
 
sector, stronq novernment commitment to deal with the short
run generalised cot,5umption consequences of an incentive-led
 
food production strategy, and the capability to institute
 
direct food consumption intervention in favour of the
 
individuals most vilnerable to hunger and malnutrition. This
 
leaves us with four major desiderata of food policy options
 
in developing countries, viz. incentive producers prices,
 
price stabilisation, gearing public foodgrain distribution
 
to deal with generalised poverty, and direct targeting of
 
food subsidies for the most vulnerable.
 

1.3 	 It is no exaggeration to say that these four imperatives are
 
also those of the PFDS in Bangladesh. Public distribution of
 
foodgrain in Bangladesh should subserve price stabilisation
 
both intra-year as also over time, should provide a
 
mechanism for operating a procurement program that both
 
provides incentive foodgrain prices and then utiliz.es the
 
grains so procured in distributing consumption more equally
 
among households, should facilitate direct nutritional
 
intervention in favour of the particularly vulnerable, and
 
should be an important, though not the sole or even the most
 
important, source of food security in general.
 

1.4 	 Much has to be said for a study like this in Bangladesh, a
 
country with an extremely dense population, an absolute
 
scarcity of physical natural resources (except gas), a
 
depressing economic history of a virtual stagnation in its
 
long-period rate of growth, and a problem of poverty of
 
truly gigantic proportions.
 

The objectives of food consumption policies are as exacting
 
in Bangladesh, as are the constraints to meeting then within
 
an acceptable time horizon severe. The titanic proportion of
 
the problem of poverty and malnutrition, for one thing,
 
serves to make the objectives so demanding. On the other
 
hand, one of the focal points for understanding the nature
 
of these constraints is to note that a relatively high
 
degree of inequality in the distribution land and
 
agricultural resources results in a situation where the
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short and midterm adverse consumption effects of an
 
incentives-led production strategy are of a relatively large
 
magnitude. Besides, the relatively "minifundist"
 
organisation of Bangladeshi foodgrain agriculture makes
 
rapid diffusion of the "water-seed-fertilizer technology',
 
notwithstanding its claims for divisibility with regard to
 
scale, relatively faltering. On another level, the country
 
is perennially confronted with a precarious and trying
 
budgetary situation (see below). The serious budgetary
 
situation urgently warrants close examination of the pattern
 
of public expenditure, including food subsidies. In the
 
context of food consumption policy analysis one of the focal
 
questions to be posed is what are the effect of PFDS on
 
price, distributional, nutr'tional and food security aspects
 
of the food system in Bangladesh. In addressing some of
 
these issues, we have several important recent precursors.
 
Mention may be made of World Bank (1977, 1979) and Ahmed
 
(1979). All these works made original contributions in
 
bringing primary and secondary sources of information on
 
various aspects of food policy options in Bangladesh and
 
shed significant first lights in hithertofore under
researched territories.
 

1.5 	 More recently, there have been several contributions which
 
have addressed, with various degrees of details, some of the
 
issue of the study. These include Clay (1979), Clay (1981),
 
Islam (1981), Rahman (1984), Reddaway (1984), Ahmed (1985),
 
Abdullah (1985). Coming in their wake, this study has in our
 
view the merit that it represents probably the first
 
systematic attempt to present the past evolution, present
 
administrative modalities and economic consequences of the
 
workings of the PFDS, with particularly detailed
 
documentation, almost entirely based on primary data
 
regarding the character and consequences of Statutory and
 
Modified Rationing. We hope that this work will have
 
answered many interesting questions but, in the act, will
 
have raised new ones. We certainly do not claim that even in
 
answering the question that we do, our conclusions are
 
unexceptionable. But we would like to say that our
 
conclusions have been derived out of our sifting through a
 
wealth of evidence, embracing practically all the levels of
 
their disaggregation possible within the time available, and
 
been avowedly conditioned by what we have presented above to
 
be the .ationale of PFDS in a poor and agriculturally
 
backward economy like Bangladesh.
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1.6 	 Food operations are an important source of public

expenditure in Bangladesh (Table 1.1). 
During 1980/1 through

1983/4, food account expenditure as a percentage of total
 
government expenditure has been 6.8% 
 (col.6). Admittedly,

this proportion was 9.6% in the 
 quinquennium immediately

preceding 
 the period just noted, and hence one has to say

that the Government has strenuously sought to slash down the
 
food account outlay. 
Such 	outlay remains sufficiently large

nevertheless in recent thus
more years, raising the
 
important question about 
what 	the existing priorities are

that condition the distribution of the benefits of 
 this
 
stream of expenditures. In macro terms, what are 
the effects
 
of the PFDS variables, particularly the level and the

commodity mix of the offtake, one other policy 
variables,

especially market grain prices and average consumption? What
 
is the distributional effects 
of urban rationing, in terms

of expenditure per capita and food 
intake per capita? Does

PFDS contribute to price stabilisation, intra-year and
 
across years? How exactly does the MR really operate? Are

beneficiary households properly screened for eligibility? Do
 
they get an adequate, a predictable ration in a manner
 
convenient to them? 
 How large is the proportion of the
 
rural poor which is left out of the ambit of MR benefits on
 
the 	 most conservative assumptions? 
What 	is the degree of
 
rural and urban-proneness of PFDS? What is the 
 degree of
 
rural and urban-'rcneness of MR, the supposed rural channel?

What impact do 
 the FFWP and disaster relief operations

typically have food
the intake of average poor rural
 
households? These are 
some of the questions which we seek to
 
study in this study.
 

.----------------------------------------------------------------
1 Food account expenditure in Table 1.1 equals costs, on the

government's valuation bases, of 
running the PFDS, net of 
inflows

of receipts in government exchequer owing 
to it. The percentage

of such net expenditure to total expenditure an
is useful
 
indicator of PFDS' place within 
the fiscal context of the
 
country.
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Table 1.1
 

Ixpemditure on Food Account, Revenue Expenditure,
 
Bangladesh 1973/4 - 1183/4
 

.................................................
 

(Crzoe take) 

I Actual expenditure I Pond expenditure 
Year I---------------------------------------------- aslof total 

I Revenue I Food I Develop I Total I expenditure 
I I account I - ent. I I 

1 1 2 1 3 1 4 1 5 1 6
 

1973/; 345 97 401 844 11.5
 

1974/5 479 102 5o5 1081 9.4
 

1975/6 535 374 866 1776 21.0
 

1976/7 693 100 1033 1877 5.3
 

1977/8 035 208 1207 2250 9.2
 

1978/9 1029 65 1649 2743 2.4
 

1979/80 1070 300 2271 3728 10.2
 

1980/1 1337 537 2593 4467 12.0
 

1981/2 1607 133 2867 4604 2.9
 

1982/3 1754 270 2912 4336 5.5
 

1983/4 2261 408 3421 6097 6.7
 

Note :	Total inCol. (5)may differ from thesum of Cols. (2)
 
through (4)due to rounding errors. A few figures for
 
earlier years are revised budget estimates rather than
 
'actual'.
 

Soorce:Osmani etal.( 1985, Table I
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1.7 	 It 
 may not be amiss 
to briefly touch upon the background of

this study. The conception of the study grew out 
 of the

debates that have gone for
on some years now within the Food

Ministry and the major donors to 
Bangladesh. Eversince 1982
 

was a
when there change in the political leadership,

improvement 
 in economic management has been stressed as a
cornerstone of 
 policy. Naturally enough, improvement in
 
management of food
the system suggested itself as an

important area for deliberation. In this context, 
 the
 
contents of study first
the were visualised by the

Government, especially 
 the Food Policy Monitoring

Secretariat (FPMS). In the process 
 of their

conceptualisation of terms of
the reference (TOR) for the
 
study, there 
 naturally was interaction between 
 the 	 Food

Division, the FPMS, 
 and the US AID. The consultants would

like to congratulate the Government and the other 
 agencies

named above for thrashing out a TOR that were as 
detailed as
they were challenging. For integrative view of
a more 

objectives of this study, we 	

the
 
may now refer to its TOR.
 

1.8 	 A2. The Terms of Reference of the Study 
:
 

i) 	 To review and evaluate the existing 
PFDS with its
 
historical and present time 
objectives and performance.
 

ii) 	 To assess the impact and utility of individual channels
 
of PFDS in 
 respect of benefits to different income
 
groups 
in urban and rural areas.
 

iii) 	To examine the 
impact of different categories of PFDS
 
on market price of foodgrain over the years.
 

iv) 	 To assess to role of PFDS in reducing the speculations
 
in private grain trade.
 

v) 	 To suggest new channels of PFDS 
for supply of foodgrain

for 	 moderating price during a
the period of short
 
market supply.
 

vi) 	 To suggest distribution mechanisms which will 
serve tht
 
food needs of low income groups and poorer section of
 
the community in 
the rural and urban areas.
 

vii) 	To examine the comparative merits of traditional
 
rationing system in Bangladesh and other systems of

public foodgrain distribution like fair price shop 
 in

India, open market operation in Indonesia 
and food
 
stamp in Sri Lanka.
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scale OMS
 

concept of free

viii)"Lo Examine the feasibility of large 


organising the grain traders with the 

price and supply


market sale for achieving the 


stabilization goal.
 

To examine the criteria for identifying the groups like
ix) 

vulnerables, socially handicaps or otherwise incapable
 

of earning 
 income and suggest ways and means of
 

supplying foodgrains to those groups.
 

the methods of supplying foodgrain as relief
 
x) To examine 


the people affected by disasters, flood,

or succour to 


cyclone, drought or production shortfall in localised
 

areas or in the case 
of nation-wide calamities.
 

for

xi) 	 To suggest the principle of price setting overtime 


foodgrain distribution taking into consideration the
 

level of procurement price, consumer's income,
 

food and non-food items in the
inflation, and price of 


open market.
 

xii) To examine the desirability of offering only wheat
 

ration system and selling the whole
through traditional 

paddy or rice in the open market.
 

on food intake
effects of rationed food
xiii)To study the 

welfare
and nutri-ion level of consumers along with the 


and ircome distribution.
 

for food security
xiv) 	To assess the role of PFDS as a tool 

proposed
system under the existing channels and under 


reorganised system.
 

for PFDS and modus

xv) 	 To recommend a suitable structure 


operandi for the same.
 

IC 	 Methodology :
 

used 	both secondary and
 
1.9 	 In executing our methodology, we 


(e.g. production,
primary data. Food-sector variables 


import, prices, offtake, stocks, per capita
procurement, 

have 	been taken by official publications.
consumption etc. 


In some cases, especially where we were amassing evidence 
of
 

a historical nature, published secondary materials have 
been
 

are based on secondary sources
used. Chs 2,3,4,7,11 and 12 

invariably processed
of data, although such data have been 
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painstakingly so as to impart them a measure of originality.
 
Chs 5,6,8 and 9 are almost entirely based on primary data
 
generated through sample surveys conducted specifically for
 
this study. The detailed methodologies for conducting two of
 
these, namely the SR household survey, and a set of rural
 
surveys, are outlined at the end of the chs. 8 and 9
 
respectively. Besides, the team conducted an elaborate
 
Ration Shop survey in April 1985 during which over 3000
 
ration-lifters were interviewed. The results of that survey
 
have also been drawn upon in reaching our conclusions about
 
the effects of SR.
 

1.10 	We must also note here that despite strenuous effort on our
 
own part and on the part of the Ministry of Food, it has not
 
been possible to obtain requisite computer processed data
 
relating to 1981/2 HES from BBS which forced us to omit
 
analyses of the distributional effects of rationing in rural
 
and urban areas in that particular year.
 

1.11 	Again, we have to note here that we made an attempt to
 
obtain information about the breakdown of offtake, by rice
 
and wheat, corresponding to various components of Essential
 
Priority (EP) channel, as also about the issue prices
 
therein of the two commodities. This information was needed
 
in order for us to compute comparative rates of consumption
 
subsidy for the beneficiaries in the various components of
 
EP. A concrete idea as to comparative rates of subsidies
 
received by beneficiaries within various priority channels,
 
e.g. SR, EP, OP etc. was deemed by us to be essential in the
 
context of making recommend&'tions about restructuring the
 
PFDS in terms of extent . benefits to be provided to
 
various economic groups. It has not, however, been possible
 
for the Directorate of Food to supply the relevant
 
information sought. This has resulted in that we were forced
 
to bracket beneficiaries in EP and OP, on the basis that
 
both are priority recipients of ration supplies. It is
 
admitted freely that such an equation begs a question owing
 
to the common knowledge that supplies in EP involve a much
 
greater subsidy than in OP. We had, however, no options
 
left, due to the unavailability of the requisite data.
 

With these background, we may now turn to our findings.
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CHAPT' ER - 2 

A HISTORICAL PERSPECTIVE ON THE MACRO
 
AND FOOD ECONOMY OF BANGLADESH
 

2A. 	Macro-Economic Setting in Bangladesh
 

Structure of the Economy
 

2.1 	Table 2.1 gives a summary view of the structure of
 

Bangladesh economy and its change over the years from mid
 

sixties to mid eighties. Since an integrated time series
 

data on national income is not available for pre-and post
 

independent periods we had to be satisfied with the analysis
 

in terms of current prices and in ratios only. Agricultural
 

sector continues to pre-dominate the structure o the
 

economy by accounting for around half of the gross domestic
 

product of the country in recent years. Its overwhelming
 

impact on the level and changes in national income and its
 

distribution becomes obvious when one considers that 
 more
 

than two thirds of the labour force are directly or
 

indirectly employed in this sector and its contribution to
 

the crucial foreing exchange earnings of the country comes
 
to around rinety percent in terms of agricultural and
 

primary prodacts (jute, fish, tea, hides and skin, etc.)
 

2.2 	 T" s. oE manufacturing in the economy is still less than
 

Shares of other sectors have remained almost
 
a One then reasonably
slight fluctuations. can 


c.,n ..... rom the evidence that the structure of Bangladesh 

ec. .. ; remained more or less unchanged from mid-sixties 

to mid-eighties according to the contribution of 

diffLtdt sectors to the economy as a whole. 
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Table 2.1
 

Sectoral Share of Gross Domestic Product
 
(at 	current factor cost) 1964/5 - 1984/5
 

1964/5 1969/70 1974/5 1979/80 1984/5
 

1. 	 Agriculture 55.6 57.2 68.5 50.3 48.4
 

2. 	Mining 0.1 0.02 0.002 0.5 
 0.001
 

3. 	Manufacturing 7.2 6.6 4.8 9.9 
 8.6
 

4. 	 Construction 4.8 6.6 3.8 4.7 5.3
 

5. 	 Utilities 0.6 0.9 0.01 0.3 0.6
 

6. 	 Transport and 6.5 6.3 3.9 5.8 6.8
 
Communication
 

7. 	 Trade 11.0 9.4 8.8 
 9.6 8.8
 

8. 	 Banking and 0.5 0.8 0.1 1.6 1.5
 
Insurance
 

9. 	 Housing 6.0 5.3 4.3 7.9 
 6.9
 

10. 	 Public Administration 3.2 3.8 2.1 2.1 4.5
 
and Defence
 

11. 	 Professional and 4.6 4.3 4.8 7.8 8.6
 
Miscellaneous
 
Services
 

Source Upto 1969/70 taken from Alamcir M. and L.J.J.B. Berlage
 
(1974), Bangladesh. National Income and expenditure
 
1949/50-1969/70, Bangladesh Institute of Development
 
Studies, Research Monograph No.1 and 1984/85 Statistical
 
Year;Dook of Bangladesh.
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Population and Labour Force
 

Census of 1981, the population of
2.3 	 According to the 

89.91 million. The percentage
Bangladesh in March 1981 was 


of urban population was 15.2 while that of rural 84.8. The
 

and 1981
intercensus growth rate of population between 1974 


was 	 2.3 and that between 1961 and 1974 was 2.5 per cent per
 

annumr respectively. Therefore, it seems that there has been
 

a slight reduction in the rate of growth of population in
 

Bangladesh in tecent years.
 

2.4 	 Labour force in Bangladesh grew at a higher rate between
 

as seen
1974-1983/4 compared to that between 1961/64 can be 


from Table 2.2. This may have occured due to a high rate of
 
later
growth of female labour force (10.0 per cent) in the 


period compared to a very low rate of growth (0.8 per cent)
 

during the earlier period as can be seen from the table.
 

It is clear from the table that the rate of absorption of
 

labour force in different sectors varied widely. In fact the
 

largest sector, agriculture, experienced an absolute decline
 

in its labour force during 1974-1.983/4 while it was
 

absorbing labour at 1.3 per cent per 


2.5 


annum during 1961-1974.
 

But other sectors, particularly, public utilities,
 

construction and services accounted for a high rate of
 

growth of employment in recent years.
 

2.6 	 Employment in non-agricultural sector increased at 9.7 per
 

cent per annum during 1974-1983/4 compared to 4.5 per cent
 

per annum during 1961-1974. Hence, it may be argued that
 

this sector may have emplo.,ed some of the incremental labour
 

force during the recent years. But when one considers that
 

there has been an absolute decline in labour absorption in
 

agriculture that accounts for about half of GDP, the
 

implications of su-h diverse 
rate 	of labour absorption in
 

different sect rs for the rate of unemployment in Bangladesh
 

becomes very complicated.
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Table 2.2
 

Growth Rates of Population and Labour Force
 

1. 	 Population 


2. 	 Labour Force 


(i) 	 Male 


(ii) 	 Female 


3. 	 Growth of Employment by
 
Industry groups
 

(i.) 	 Agriculture, Forestry 

fishery
 

(ii) 	 Non-agriculture 


(a) 	 Manufacturing 


(b) 	 Electricity, gas & Water 


(c) 	 Construction 


(d) 	Transport and 

Communication
 

(e) 	Finance and Business 


(f) 	Trade and Services 


(g) 	 Community and 


personal services
 

1961-1974 1974-1983/4
 

2.5 2.3
 

2.0 2.7
 

2.1 2.3
 

0.8 10.0
 

1.3 -0.3
 

4.5 9.7
 

1.8 7.5
 

-2.5 29.6
 

-7.5 24.5
 

4.3 13.2
 

14.7 11.1
 

2.4 14.6
 

8.5 3.8
 

Source : Preliminary Report on Labour Force Survey 1983/84.
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------------------------------------------------------------

2.7 Unemployment in Bangladesh cannot be measureO by using the
 

conventional 	definition. Agricultural production is seasonal
 
in agriculture
in nature, and as such the demand for labour 


is also seasonal varying considerably over time. During peak
 
and harvesting a
agricultural activity such as sowing 


situation of labour scarcity developes when farmers work for
 

long hours while at other periods considerable unemployment
 

exist.In general rural labour market is characterised by
 
time and
considerable variation in work hours, over 

activities. Furthermore, rural workers both self employed 

and wage labour - frequently engage in more than one
 

activity a day. Therefore, accounting for employment for any
 

measure of unemployment becomes very difficult. Agriculture
 

being the major economic activity of the country such
 

problems both theoretical and empirical - have produced
 

widely varying measures of rate of unemployment for
 

Bangladesh. Generally it is accepted that the rate of
 

unemployment in Bangladesh lies between 30% to 40%.
 

Growth in per capta.incorne:
 

2.8 It is difficult to compare the growth rates in per capita
 

income between the pre and post liberation years of
 

Bangladesh due to lack of an integrated time series data on
 

national income for the periods as pointed out earlier. But
 

a World Bank' estimate puts the annual average growth rate
 

of per capita GNP during the period 1.960-77 at -0.4 per
 

cent. Estimates available for pre- and post independent
 

years show that both phases had low but positive growth
 

rates. Furthermore, the post - liberation years started from
 

a lower base than 1969/70, the last normal year before
 
of destruction and dislocation due
independence as a result 


to the war of liberation. Hewever these problems can be
 

easily tackled to draw general conclusions about the level
 

and growth of per capita income for different periods in
 

Bangladesh as will be clear from the following section.
 

1
 
1 2 6
 

See World Bank (1979) p.
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2.9 	 In the absence of any integrated time series data for
 
national income for the sixties and seventies Osmani an
 
Atiq1 has used the GDP series prepared by the Planning
 
Commission for the decade of the seventies that also
 
contains an estimate for 1969/70. By using this link year
 
they have prepared an index of real income in Bangladesh as
 
given in table 2.3. It shows that even in 1979/80 Bangladesh
 
has not reached the level of per capita income it enjoyed in
 
1969/70 in real terms. Furthermore, it was shown that per
 
capita income in 1963/4 was 3.6 percent lower than it was in
 
1963/4. Therefore, it seems that per capita real income
 
virtually remained the same from mid-sixties to end of
 
seventies. Recent moderate increase in per capita income in
 
real terms since 1979/80 to 1984/5 will not be suffici2nt to
 
make any impression in the growth of income over the last
 
two decades.
 

Tables 2.3
 

Index of Per Capita Real Income
 
in the Seventies
 

Base 1969/70 = 100
 

Year 	 72/3 73/4 74/5 75/6 76/7 77/8 78/9 79/80
 

Index 	 82 87 86 92 91 95 96 97
 

Source: 	 Osmani, S.R. and A. Rahman (1981), A Study On Income
 
Distribution in Bangladesh, Bangladesh Institute of
 
Development Studies, Dhaka, pp. 8
 

See Osmani, S.R. and Atiq Rahman (1981) A Study On Income
 
DIstribution in Bangladesh, Bangladesh Institute of
 
Development Studies, Dhaka.
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Distribution of Income:
 

2.10.Several studies on the distribution of income' has been
 

carried out in Bangladesh. Some of these studies dealt with
 

both rural and urban income distribution, some dealt with
 

the conditions of the poor. The studies not only differ in
 

focus but also in coverage, data base and methodology as
 

well. A recent study carried out by Osmani and Atiql
 

compares changes in the distribution of income for rural and
 

urban areas as 
well 	as for the country as a whole in current
 
from mid sixties
 

to the late seventies. There has not been any study 

and constant prices for the period starting 


on
 

on household expenditure
 

surveys (HES) for any later period. Therefore, findings from
 

this study will provide us with some ideas about what has
 

been happening to the distirbution of income over the period
 

from mid sixties to late seventies.
 

distribution of income based 


2.11 	The study is carried out in terms of household income
 

distribution 
rather than individual income distribution.
 

Individual income distribution for any given year, for
 

either rural or urban Bangladesh, will be lower than the
 

household distribution, as the size of the household varies
 

positively with the level of income. Table 2.4 presents the
 

Gini coefficient of household income in current prices for
 

the year for which the HES data are available. The table
 

shows 
 that in both rural and urban areas, inequality
 

declined towards the end of the sixties, but went up in the
 

seventies. By 1976/77 inequality in both the areas as well
 

as in the country as a whole was higher than in 1963/64.
 

....------------------------------------------------------------

1 
See for example, Bergan, A. (1967), "Personal Income
 

1963/64"
Distribution and Personal Saving in Pakistan, 


Pakistan Development Review, Vol. VII, No. 2. Alamgir,
 

Consumption, Saving and Poverty in Bangladesh", Bangladesh
 

Development Studies, Vol.11, No.4 Islam, R. (1981), "Trends
 

in Rural Income Distribution in Bangladesh" in Mahmud, W. 

(ed.) Development Issues in An Agrarian Economy -

Bangladesh, Centre for Administrative Status, Dhaka, etc. 

2 
See Osmani, S.R. and Atiqur Rahman (1981), "A Study on 

Income Distribution in Bangladesh", BIDS, Dhaka. 
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Similar results were obtained when the analysis was carried
 
out in constant prices. The period between end-sixties and
 
mid seventies was thus not only a period of decline in per
 
capita income, as we have already noted, but also one of
 
increased in equality. We have seen that per capita income
 
has increased since late seventies upto nid-eighties. But
 
there is no estimate of any measure of inequality for the
 
recent years in Bangladesh. But one can reasonably argue
 
that even if there has been any improvement in inequality it
 
will not be significant. And it should be remembered that
 
inequality combined with low per capita income, as is the
 
situation prevailing in Bangladesh, has a sinister
 
implications for absolute poverty.
 

Table 2.4
 

Gini Coefficients of Household Income in Bangladesh
 
(in current prices)
 

1963/4 1966/7 1968/9 1973/4 1976/7
 

Rural 
 0.34 0.32 0.27 0.36 0.44
 

Urban 
 0.46 0.39 0.37 0.38 0.51
 

National 
 0.36 0.31 0.29 0.36 0.45
 

Source: 	 Osmani S.R. and Atiqur Rahman (1981), A Study On Income
 
Distribution it Bangladesh, Bangladesh Institute of
 
Development Studies, Dhaka, Dhaka, p.11.
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Nutritional Status:
 

2.12 Our ana]yFis in terms of real per capita income and
 

distribution of that incomiie shows that between mid-sixties
 

and end seventies there was a decline in per capita income
 

and an increase in inequality in Bangladesh. It is obvious 

that increase in inequality in the presence of Lonstant 
Focus of attentionaverage income will accentuate poverty. 


of less developed countries have been increasingly shifting
 

from reducing inequality to eliminating poverty. Poverty can
 

again be regarded both as a relative or an absolute notion.
 

In the case of poor under developed countries such as
 

Bangladesh, it is argued that poverty should mean a standard
 

of living below which even the minimum physiological
 

requirements of a person cannot be adequately met. In other
 

words, the notion of absolute poverty is to be considered
 

relevant for a poor country such as Bangladesh. Thus
 

nutritional requirement of a person can be used as the
 

poverty line. Information on food intake can then provide a
 

measure of poverty as well as nutritional status of a
 

person.
 

2.13 	Table 2.5 based on dietary intakes found in the Nutrition
 

surveys show a consistently declining food and energy intake
 

over the last two decades. Furthermore, the rate of decline
 

seems tc have gathered momentum since the mid-seventies.
 

Hence, it is arguable that poverty has been increasing over
 

the years in Bangladesh.
 

2.14 	Our analysis of Bangladesh economy in terms of aggregate per
 

capita income, its distribution and poverty shows that real
 

income in per capita terms has not improved, inequality
 

increased and poverty accentuated over the two decades
 

covering from mid-sixties to mid-eighties. Thus welfare in
 

Bangladesh has decreased during this period according to all
 

its indicators such as growth, inequality and/or poverty.
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Table 2.5
 

Changes in Food, Energy and Protein Intake,
 
1962-64 to 1981-81
 

Year Food Intake Energy
 
(gm) (K. calorie)
 

1962-64 841 2251
 

1975-76 806 2094
 

1981-82 765 1943
 

Rate of growth per annum
 

1962-75 -0.4 -0.6
 

1975-81 -0.9 -1.2
 

Source: 	 Ahmad Q.K. and Mahabub Hossain (1984), An Evaluation of
 
Selected Policies and Programmes for Alleviation of
 
Rural Poverty in Bangladesh, Bangladesh Institute of
 
Development Studies, Dhaka, pp.8.
 

18
 



2.B Food Consumption and PFDS in Bangladesh a Historical
 
Perspective'
 

2.15 	It is common knowledge that public rationing in Bangladesh
 
dates back to 1943. In that year, the Government of
 
undivided India introduced urban rationing in East Bengal.
 
This was a belated response of the government to the
 
historic famine of Bengal. Modified Rationing (MR) featuring
 
a rural card system was first introduced in 1949, on the
 
strength of East Bengal Modifiee Rationing order. Only rice,
 
edible oil and sugar were considerable.
 

2.16 	Public rationing was retained in East Pakistan, except for a
 
brief interlude during August 1955 through January 1956,
 
when rationing system was abolished. The 1955-56 aman
 
harvest was one of the worst in the entire period of the
 
1950's and 1960's. Rationing was re-introduced on January
 
31, 1956 and has existed since. MR was being used, as
 
before, as an instrument for diverting surplus stocks into
 
non-SR areas. The MR thus represented at this time an
 
extension of the scope of public subsidies among others, to
 
the inhabitants of rural areas. (The regime of MR will be
 
described in greater detail below). The extension of the
 
coverage of public rationing in 1956 came in another way,
 
too, in that residents of 19 areas other than what were the
 
three SR areas (viz. Dhaka, Narayangani and Chittagong) were
 
guaranteed a weekly ration. (This was discontinued in 1959).
 
Certain priority consumers (member of armed forces, the
 
police, East Pakistan Rifles), which were recipients of
 
subsidised ration right since 1947, were not affected in any
 
way by these development of 1956.
 

2.17 	MR traditionally subsumed three channels of supply of
 
foodgrains, until the dismemberment of Pakistan. First,
 
there was the foodgrain allocated to government employees
 
staying outside SR areas and primary teachers (since 1957,
 
extended in 1968), to large employers of labour, employing
 
more than 200 people (since 1958), and to students residing
 
in hostels and halls of recognised educational institutions.
 
---------------------------------------------------..------

1. 	 It was beyond our terms of reference to identify, let alone
 
analyse, the cause of every historical change in the PFDS
 
during the long period we have chosen. This is naturally so,
 
in that understanding causes of changes in PFDS in the
 
Pakistan era must be adjudged to have little practical value
 
in an independent Bangladesh with changed circumstances. We
 
have, however, analysed relevant causes of changes that
 
occurred in the 1970's
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Second was rationing out of MR allocation favouring
 
households inhabiting pourashavas according to pourashava
 
Distribution Priority List (DPL). Third was the distribution
 
in rural areas by Union Councils or Parishads. (The
 
eligibility conditions of this rural part of MR will be
 
dealt with in greater detail later in the report). Note that
 
until the early 1970's, all of these categories used to be
 
treated as of MR's preserve'.
 

2.18 The changed socio-political and economic circumstances of
 
the period following the independence of Bangladesh made for
 
iar-reaching alteration of the structure of the PFDS. The
 
Government of the day was committed to sucialism which
 
dictated greater political sensitivity to the aspirationz of
 
those identified with the public sector. 4ith the
 
iationalisation of most of large-scale industries, banks,
 
insurance companies, this amounted to a very sizeable
 
constituency. Besides, students and teachers had played an
 
important role in the war of liberation, and their
 
aspirations were also worthy of fulfilment. The immediate
 
post-liberation years witnessed substantial deficit
 
financing which, coupled with speculative outlook of the
 
surplus units in the food economy, resulted in rampant
 
inflation of foodgrain prices in 1973 and, more alarmingly,
 
in 1974. Saving already low real incomes from further
 
ravages of increases of food prices was, therefore, a matter
 
of top priority for all social categories consitituting the
 
preserve of MR.Allocation of foodgrains in MR was not
 
guaranteed, was not a weekly routine, but predicated on
 
availability. The most distinctive change of the PFDS during
 
the 1970's has. therefore, been that categories that
 
hithertofore were part of MR moved themselves out of it and
 
into Other Ptiority (OP) consumers. Appendix-i to this
 
chapter presents a list of categories of recipients that at
 
present belong to OP. All of these social catec.ories were a
 
part of MR as of the period immediately after 1 beration.
 

2.19 	At present moment, PFDS has twelve channels of distribution
 
of foodgrains. They are as follows (1) SR - covering
 
allotees in six urban centres, viz. Dhaka, Narayanganj,
 
Chittagong, Khulna, Rangamati and Raishahi; (2) Essential
 
Priorities (EP) --- covering the Armed Forces, Police,
 
Bangladesh Rifles, employees of Ordnance factories, Jail
 
Staff and Ansars;
 

..................................................................
 

1 	 Besides SR,MR, and essential priorities, this was the fourth
 
channel in these early decades, viz. relief operations in
 
case of natural disasters.
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servants out-side SR areas, employees 

of all parastatal bodies, etc. (4) Large Employers (LE) 

covering employees in enterprises with more than 50 workers; 

(3) OP --- government 


(5) MR --- covering urban or rural households which pay
 

little or no taxes because of their poor economic status;
 

(6) Flour Mills (FM) --- covering approved mills who are
 

allotted wheat at subsidised issue rate; (7) Food For Works
 
(9) Canal Digging;
Programme (FFWP); (8) Open Market Sales; 


(10) Vulnerable Group Feeding rrogramme; (11) Market
 

Operations; (12) Gratuitous Relief.
 

2.20 	Tables A2.1. and A2.2. present the trends of food availabi
 

lity and the role of public rationing in the context of per
 

capita food availability in the 1960s, 1970's and 1980's. An
 
that they permit a
interesting feature of the tables is 


historical perspective on government food intervention in
 

influencing foodgrain availability, in the total and by
 

types of foodgrains. The highlight of the table appears to
 

be that per capita availability in the aggregate has pretty
 

much stagnated during the twenty five years. Average per
 

capita availability during both the 1960's and the second
 

found to be exactly 0.97 lb. The co-efficients of
period is 

been 	about the
variation during both these two periods have 


same, 3.7% in the 1960's, and 3.9% in the second. While per
 

capita availability from all sources considered has
 

it is well-known that per capita availability of
stagnated, 

foodgrain in Bangladesh for domestic production has declined
 

over this period (Hossain, 1984), despite a considerable
 

acceleration in per capita real agricultural investment.
 

note is about the proportions
 

of rice and wheat in foodgrain availability. It is obviously
 
some into the foodgrain

2.21 	The second important change to 


clear that wheat has made in roads 


mix of Bangladeshies -- its proportion in total
 

availability rising from a mere 2.4% in .960/1-1962/3 to 8%
 

in 1972/3-1974/5 and then to about 19% in 1982/3-1984/5. The
 

1 economy remains, however, basically given to rice
 

consumption.
 

2.22 	Table 2.6 presents the changing role of public foodgrain
 

distribution in influencing foodgrain availability. PFDS has
 

expanded relative to total availability between the 1960's,
 

and the post-liberation period. Ration offtake as a
 

proportion of availability is found to be 3.57% and 4.98%
 

for rice and wheat, respectively, for the decade ending with
 

1969/70. The corresponding proportions for the 13 years
 

are found to be higher, especially for
ending with 1984/5 

wheat: 3.73% and 9.8%. There is no doubt that public
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Table 2.6
 

Offtake - Availability Ratio of Rice and Wheat, 1960/1
 
Through 1984/5.
 

I Ratio of offtake I I Ratio of offtake to
 
Year I to availability I Year I availability
 

---------------------- I I---------------------------

I Rice I Wheat I Total I I Rice I Wheat I Total
 

(1) (2) (3) (4) (5) (6) (7) (8) 

1960/1 3.4 1.9 5.3 1972/3 3.6 18.9 22.5 

1961/2 3.8 2.4 6.2 1973/4 1.0 13.0 14.0 

1962/3 6.6 7.1 13.7 1974/5 1.5 13.5 15.0 

1963/4 2.3 1.1 6.4 1975/6 4.0 9.1 13.1 

1964/5 2.3 4.7 7.0 1976/7 6.7 5.7 12.4 

1965/6 4.1 5.3 9.4 1977/8 4.6 9.5 13.9 

1966/7 5.2 5.9 11.1 1978/9 4.2 9.3 14.1 

1967/8 2.2 3.9 6.1 1979/80 4.9 12.2 17.1 

1968/9 2.3 6.9 9.2 	 1980/1 3.7 7.2 1.0.9
 

1969/70 3.5 7.6 ]1.1 	 1981/2 4.8 8.5 13.3
 

1982/3 3.9 9.2 13.1
 

1983/4 3.2 9.8 13.0
 

1984/5 2.4 13.1 15.5
 

1960,'1- 3.57 4.98 8.55 1972/3- 3.37 9.8 13.5
 
1969/70 1984/5

(CV) (38) (37) (31) 	 (CV) (40) (24) (11) 

Note:a) 	 In calculating these numbers, 1972/3 is excluded,
 
because a casual glance at the table would appear to
 
show this as an abnormal year, especially in matter of
 
wheat offtake ratio. If 1972/3 is included, the
 
offtake-availability ratio rises to 14.4%, ailt the CV
 
to 19%.
 

Source: 	 Tables A2.1 and A2.2
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intervention in influencing food availability has risen
 
quite considerably in the post-liberation period. The system
 
of public food distribution has indeed expanded relative to
 
overall supply in this period. A second difference between
 
the two periods lies in the stability and continuity of the
 
public distributional effort in this second period. While
 
the 	 CV of the offtake-availability ratio for the 1960's is
 
31%, the matched CV for the post-liberation period is
 
considerably lower. This period is longer than the tirst,
 
and 	 has experienced greater variability in both foodgrain
 
production and foodqrain availability. A higher degree of
 
stability in the 1970s to date in the extent of government
 
intervention on the consumption side of the food system of
 
Bangladesh in the face of greater production instability is
 
indicative of the central role now accorded to the food
 
system management, in the changed politico-economic contexts
 
confronting the governments in power, especially after the
 
famine of 1974, in this period.
 

2.23 	We next look at the foodgrain mix of annual offtake,
 
presented in Table 2.7. There is no evidence in this table
 
to support an assertion, made by Clay (1979), that the
 
proportion of rice in the public distribution had
 
dramatically risen in the 1970's as compared with the
 
1960's. Ignoring the abnormal years of the early 1970's,
 
say, upto 1974/5, the proportion of rice in the public
 
distribution has basically been on a declining trend, while
 
the converse is true for wheat'. If anything, the average
 
proportion of rice in public distribution in the ten years
 
ending in 1984/5 is lower than during the decade ending in
 
1969/70. This happens inspite of the fact that there is a
 
measure of domestic procurement of rice in the post
liberation period not present in the 1960s. One of the
 
reasons for this is that the primary raitonale of domestic
 
procurement is farm price support, not necessarily
 
augmenting the importance of rice in the commodity-mix in
 
public distribution.
 

1. 	 For the 1960s we have relied upon a part of the World Eank
 
sponsored Bangladesh Land, Power and Water Study, 191?.
 
contributed by Lodewijk Berlage. Berlage presented annual
 
estimates, by rice and wheat, of offtake from government
 
stock for 1950/1 through 1969/70. Clay (1979, Tablp 4)
 
presents quinquennial averages of rice and wheat offtake for
 
East Pakistan for the two decades ending with 1969/70,
 
attributing his source to unpublished Misnistry of Food
 
data. Both have used basically the same source. An
 
elementary error has, however, crucially affected Clay's
 
interpretation of the averages. The quinquennial averages
 
shown against rice in Table 4 of his paper quoted above are
 
simply wrong: they should be in terms of 10,000 tons, not
 
1000 tons as shown. Correction for this would demolish the
 
evidence he goes on to make such of non p.17.
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-------------------------------------------------------------

-------------------------------------------------------------

Partly because there have been only a handful of years of
 
really good crop, and partly because of the relative lack of
 
decentralised capacity and budgetary allocation required for
 
purchase, the volume of rice procurement has not been very

substantial. It is important 
to note, though, that the
 
decline in the proportion of rice in the overall offtake 
 in
 
the 1970's and beyond has not 
been evenly shared by the
 
various components of the rationing system. An idea of
 
distribution of the decline in the share of rice is
 
suggested when we look at foodgrain mix of offtake 
of SR, MR
 
and all other types of enduses. The next two tables are
 
concerned with this.
 

Table 2.7
 

Foodgrain-mix of Aggregate Offtake, 1960/1-1984/5
 

(Three year moving averages)
 

I% in total offtake I 
 I% in total offtake
 
i----------------------
 I---------------------


Year I Rice I Wheat I Year I Rice I Wheat
 

(1) (2) (3) (4) (5) (6)
............................................................
 
1960/1 66.4 33.4 1972/3 - 

1961/2 54.8 45.2 1973/4 
 12.5 87.5
 

1962/3 48.0 52.0 1974/5 16.8 83.9
 

1963/4 40.9 58.9 1975/6 32.0 68.0
 

1964/5 38.2 61.9 1976/7 
 39.2 60.7
 

1965/6 42.1 58,0 1977/8 38.9 61.2
 

1966/7 42.9 57.1 1978/9 31.3 68.8
 

1967/8 36.0 64.0 1979/80 31.1 68.9
 

1966/9 30.2 69.7 1980/1 32.5 67.5
 

1969/70 - - 1981/2 32.8 67.2
 

1983/4 22.6 77.4
 

1984/5
 

Notes: 
 Moving average is adopted in order to take care of random
 
year-to-year variations in offtake.
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2.24 	Tables 2.8 and 2.9 show the comparative offtakes in the
 
aggregate, in SR, MR and all other channels taken "en-bloc'
 
during the last twenty five or so years. They show, in
 
addition, the changing role rice and wheat have each played
 
in each of the three major categories of offtakes'. Several
 
findings emerge from the table. First, as already discussed
 
in terms of offtake - availability ratio, the system has
 
expanded in the post-liberation period relative to the
 
decade ending in 1969/70. It is important to note, however,
 
that the expansion of the 1970s represents more properly a
 
quantum jump from an absolutely lower to an absolutely
 
higher level, at which the offtake has subsequently been
 
reasonably stabilised (Graph-l). The expansion in the 1970's
 
is not for example a result: of a higher growth rate in that
 
period versus the 1960's. Quite the contrary is the
 
case:annual compound growth of moving averages of offtake of
 
1973/4 and 1983/4 is found to be 0.75% as against the
 
corresponding rate, 8.1%, for 1960/1 through 1968/9. This
 
pair of growth rates suggests, in addition, that the system
 
has continued to expand, inspite of the quantitative jump in
 
the early 1970s.
 

2.25 	A second i.mportant finding is that, in overall terms, while
 
the proportion of both SR and MR declined in the 1970s and
 
1980s versus the 1960s, the rate of decline is very much
 
faster for MR in the 1970s than for SR. This is shown
 
vividly by graph-2. The expansion of the PFDS of the 1970s
 
is not due to SR and, even more emphatically, not due to MR.
 
The system expanded in part because of the expansion of the
 
rationing effort for the civilian, military and security
 
establishment, and in part because two new mechanisms for
 
augmenting targeted food supplies have been introduced,
 

.................................................................
 

1. 	 Knowledgeable readers may at first be intrigued by this
 
particular categorisation, in that the category involving
 
other than SR and MR is more inclusive in the 1970's than in
 
the 1960's. Neither FFWP nor VGFP existed in the 1960's, but
 
they existed in the 1970's and beyond. Nontheless, we have
 
made use of this for the following reason. This was found to
 
be the highest feasible degree of disaggregation of
 
comparative offtake levels in the 1960s and 1970's by mode
 
of rationing and by type of foodgrain. Greater
 
disaggregation is feasible for the 1970's and beyond, but
 
not for the earlier decade. In any case, the tables shed
 
important historical light on comparative significance ol
 
SR, MR offtakes versus the other types of offtake.
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2.26 	When we look at the comparative proportions of these three
 
categories in rice and wheat offtake separately some
 
interesting contrasts emerge. First, just slightly over one
 
third of the rice offtake in the 1960s went into SR, with MR
 
taking up about one-half or so. As for wheat, about two
 
thirds of it went into MR, the rest being distributed among
 
all other channels, and SR, in that order of importance.
 
Wheat consumption, then new in Bangladesh, was by and large
 
a phenomenon associated with rural population, and poorer
 
people living in pourashavas. The situation changes quite
 
dramatically, in the 1970's and beyond. The share of SR in
 
the total rice offtake is higher during practically the
 
whole of the 1970's than in the 1960's. However, beginning
 
with 1979/80, SR's share in rice offtake began to fall
 
rapidly. The drastic decline of the share of MR in the
 
overall offtake in 1970's is shared by its share in rice and
 
wheat offtake separately, especially the latter'. It is
 
paradoxical but true that, during the 1980's while the share
 
of SR in rice offtake was falling, the share of MR was
 
rising.
 

2.27 	The most dramatic contrasts between the 1960's and 1970 is
 
perhaps provided by the other categories. Their share in
 
both total rice and wheat offtake in the 1970s is far higher
 
after the fall of the first government of post-liberat )n
 
Bangladesh, than has been the case, historically. Noting
 
that FFWP was started first ir 1975/6 (and VGFP and OMS
 
somewhat later) and noting that these two channels almost
 
overwhelmingly mediate wheat supplies, the thought suggests
 
itself that the dramatic increase in the proportion of rice
 
offtake by all channels other than SR and MR is the result
 
of the expansion of civil, military and security
 
establishment. It becomes necessary to examine the changes
 
in the offtake of the individual categories within this
 
broad category, but this is in fact postponed to Ch.7.
 

1. 	 It is known that many categories within the population in
 
the non-SR areas were re-located within the category of
 
other priorities during the 1970s. These categories were
 
formerly a part of MR. This explains a part of the drastic
 
decline in the share of MR, as well as of the sudden
 
increase in the share of categories other than SR and MR.
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Graph 2.1: Quantity of Offtake in Bangladesh PFDS, 1960/1 - 1983/4 
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Graph 2.2: Relative Shares of Offtake in SR and MR,
 

1960/1 - 1983/4 
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Table 2.8
 

Structure of offtake Quantities bttee.Broad Channels, 1960/1-1968/9
 

(Quantities are 000 long tons)
 
.............................................................................................................
 

Rice I Wheat I /ilfocdgrain I
 

Year IOfftake I % inannual ofitake IOfftake I I in annual offtake I Offtake I% inannual )dftake I 
I due to I I due to I I due to I 
-I....----------------I-.----------------.I ------- II ---------

SR I MR I Others ISR I MR I Others I I SR I R I Others I 

..............................................................................................................
 

(t) (2) (3) (4) (5) (6) (7) (8) (1) (!0) (it) (12) (13)
 

.............................................................................................................
 

1960/1 356 36.5 46.1 11.1 179 14.0 67.0 19,0 536 28.5 53.0 17.9
 

1961/2 420 35.5 46.4 18.1 i6 13.6 67.6 18.0 766 25.6 56.3 18.4
 

1962/3 396 34.8 46.7 18.4 429 11.5 67.8 18.6 825 23.5 57.1 11.6
 

1963/4 357 35.9 45.9 18.2 514 12.5 68.9 18.9 872 21.9 59.6 18.6
 

1964/5 297 31.6 48.0 19.5 480 11.3 69.6 19.0 777 19.0 61.8 19.2
 

1965/6 304 30.2 50.0 20.1 529 12.1 69.0 18.9 913 19.72 61.0 19.3
 

196617 383 31.3 51.1 19.6 509 15.1 66.6 18.3 892 22.2 59.1 11.1
 

1967/8 329 38.0 54.4 17.6 585 15.9 66.0 18.1 914 23.8 58.2 17.9
 

1961/9 302 39.1 54.3 17.2 698 14.5 67,0 18.3 1000 22.1 59.9 11.0
 

..............................................................................................................
 

lote: All figures are 3-yearly loving averages.
 

Source: Annual offtake data are from Berlage (1972). The decomposition of total rice and vheat offtke into
 
SR, NR,and othErs isprovided by Berlage forfive years, viz. 1964/5 through 1961/9, The structure
 
prevailing on average during these five years have been extrapolated inrelation tototal offtake for
 
theother years.
 

27
 



Table 2.9
 

Structure of Offtake by Three Broad Channe ls,973/4-198 3/4
 

(ouantities are 000 long tons)
 
.............................................................................................................
 

lice I Wheat I Total I
 

Year I Offtake I%inannual offtake IOfftake I%inannual offtake I Offtake I % inannual offtake 
I due to I I due to I I due to 
---------------------- I I---------------------- I I----------------------
I5 1 MR I Others I I SR I MR I OtersI I SR I HR I Others I 

.............................................................................................................
 

111 (2) (3) (4) {5) (6) (7) (8) (9) (10) (11) 112) (13)
 

197314 242.0 59.3 24.7 16.0 1792.7 18.5 46.5 34.9 2034.3 23.4 44.0 32.6 

1974/5 217.0 54.1 29.9 16.0 1447.7 20.1 33.5 46.4 1718.7 25.5 32.9 41.6 

1915/6 191.7 40.3 30.9 28.7 1137.0 17.6 24.9 57.2 1628.7 24.5 26.7 48.1 

1976/7 630.0 39.8 28.2 32.0 1027.3 13.7 19.1 67.8 1657.7 23.6 22.6 53.8 

1977/8 47.7 40.5 22.2 37.3 1051.3 14.4 16.0 69.6 1699.3 24.4 18.3 571,3 

1978/9 616.3 41.7 21.0 37.3 1397.3 14.0 15.7 70.3 2014.0 22.5 17.3 60.8 

1979/80 586.7 36.1 20.9 13.0 1311.3 15.6 12.8 71.6 1898.0 22.0 15.3 62.7
 

1980/81 652.2 25.4 27.1 45.9 i286.9 16.7 13.4 68.3 1978.2 19.2 17.6 61.6
 

1911/2 620.6 18.1 30.0 50.8 1228.4 16.7 12.5 69.7 1849.2 16.1 18.5 64.3
 

1982/3 617.5 14.8 34.0 49.7 1407.4 14.8 14.4 69.3 2025.5 14.7 20.4 63.4
 

1913/4 498.6 15.5 32.7 50.9 1708.7 12.2 14.1 72.8 2207.4 12.0 18.3 61.8
 
..............................................---------------------------------------------------------------

Kote: All fiqures are three yearly moving averages.
 

Source: Records from Food Directorate, Government ofBangladesh.
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2C 	 Major Developments in the History of PFDS in Bangladesh
 

2.28 	The following gives an account of some of the major
 

developments as we see it, of the history, to-date, of PFDS
 

in Bangladesh. The adjective major is used here in a
 

descriptive, not prescriptive sense. In other words, some of
 

these major developments can be seen as being partly
 

undesirable. They are nevertheless to be treated as major,
 

because they affected the scope and/2r consequences of the
 

PFDS on one or the other of what may be considered three of
 

its major economic dimensions, viz. effect on prices, on
 

distribution, and total quantum of food subsidies. The
 

changes we have in mind correspond to each least three
 

orders of relevance : (i) those that increase, in net terms,
 

the scope of priority distribution of subsidised foodgrain
 

on a basis sustained by guaranteed access to the system;
 

(ii) those seek to bring the rationing segment of foodgrains
 

market closer to the open market; (iii) those that seek to
 

increase the importance of the principle of need-based
 

targeting where the target-groups are self-selected. It is
 

possible to assign the major developments affecting the PFDS
 

in the 1970's and 1980's into one of These categories. The
 

following schemes suggests the nature of causation between
 

conceivable major changes in PFDS with respect to the three
 

of its salient objectives.
 

2.29 	Table 2 list nine major types of changes that can happen as
 

indeed have happened, within the prevailing range of PFDS

related policies. Each row details out the likely effect of
 

a given policy change on one or more objective of food
 

policy. Some of the specific instances of change are
 

somewhat ambiguous: hence they are suffixed by a question
 

mark. We believe the other suggested causation are correctly
 

specified. Unfortunately, there is not sufficient space here
 

to pursue individually the lines of and logic behind each
 

suggested causation. Let us now take up the major policy
 

changes that have actually occurred in the order that they
 

are treated in Table 2.
 

2.30 	Scope of guaranteed access: First, Rajshahi and Rangamati
 
were brought into the purview of SR in April 1975 and
 

October 1976, respectively. This extended the scope of
 

guaranteed access of residential basis. Second, throughout
 

the 1970's, a large number of categories of people were
 
classified out of the province of MR and into OP. Table A2.3
 

gives a list of the categories of individuals, mostly on the
 

basis of their employment status, resident in non-SR areas,
 

who were previously treated as within the jurisdiction of
 

MR, but who, at various points of Lime between 1974 and
 

1978, were accorded the status of OP. The relocation of
 
these categories into priority distribution categories
 

increased the net scope of public rationing.
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2.31 	Scope of access on availability basis: The one occasion when
 
a policy change of the type noted at 2 and Table 2 has taken
 
place was in May 1983. The change was that, thence-forward,
 
100% of the district-level monthly allocation of wheat for
 
MR would have to be sold to approved atta-chakkis at the
 
same price that MR dealers would normally be allowed to lift
 
MR wheat allotment. This amounted to a decrease in the scope
 
of the MR. (Great uncertainty prevails as to the likely
 
effect of this change. Some information arising out of our
 
survey will be presented later, which will be of use). In
 
September 1983, however, the proportion to be earmarked for
 
the atta-cnakkis was lowered to 50%. Figures relating to 31
 
new districts suagest that the actual percentage of wheat
 
mediated through the atta-ch&:Ikis during 1983/4 was 24.6%
 
while for 1984/5, the percentage was slightly higher, at
 
29.1%.
 

2.32 	 Per capita quota, priority or other access: The relevant
 
data about the changes in per capita quota per week for
 
three major categories -- two priority, one non-priority -

are shown in Table A7.1 in Ch.7. It is clear from that table
 
that unit quota remained virtually unaffected until about
 
1980/1. This appears to be true for all the three channels
 
shown in Table A7.1. The year 1981/2 seems to mark a water
shed, in that the quota is brought down by one-fourth or so
where it has stabilised as at the end of the period.
 

2.33 	Relative price, priority or other access: The relevant data
 
about the changes in the price -- both absolute and relative
 
-- of ratiopvd foodgrains are presented in Table A7.3 (col.7
 
shows relat.',e price of rice, and col.13 relative price of
 
wheat). Changes in relative prices are, however, triggered
 
in part by changes in absolute retail ration issue prices,
 
and in part by changes in open market price. The absolute
 
ration retail issue price is a policy variable.
 

However, the government cannot always be sure of influencing
 
the ration price relative to market price in a desired
 
direction, because market prices may change for quite
 
autonomous reasons. For this reason, we should look at
 
absolute as well as relative ration prices. Absolute prices
 
are presented in cols.5 and 11 of Table A7.3. Absolute
 
retail ration prices for both rice and wheat have risen at
 
fairly steady rates throughout this period. Hence, from this
 
particular viewpoint, no single part of this perLod really 
stands out. Even so, one of the major developments on the 
prices has been that the ration-to-market-price ratio of 
both rice and wheat have also been on an upward, if 
fluctuating, trend. 
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2.34 	Open market sales was introduced into the PFDS of Bangladesh
 
in 1979 as far as public wheat marketing is concerned. OMS
 
in rice was first tried in 1981. (OMS is covered in greater
 
detail in ch. 4).
 

2.35 	 Fotd-for-Works Programme (FFWP) was introduced in 1975/6,
 
and VGFP in 1976/7. Both of these will be described in
 
greater detail in ch. 10.
 

?able 2.10
 

PFDS-related Policy Changes and Nature ofCausation Relating to Objectives
 

...................................................................................................................
 

SI. I PFDS-related Policy 	 I Nature ICategory I P7DS Objectives
 
No.1 	 I of I as I-----------------------------------------------------


I Change I above I Price I Income IFood IPoverty
 
SI I IStabilisation I Distoibution Isnbsidies Ialleviation
 

(1)1 (2) 	 I (3) I (4) I (51 1 (6) 1 (7) 1 (i) 

1. 	Scope of priority access on Increase (I) worsen(?) Increase 
employment-status pre
determined basis 

2. 	Scope of guaranteed 'access, Decrease (i, ? ? 
on basis of availability, 
and economic stress 

3. 	Per capita quota, priority Decrease (I- - Decrease 

access 

4. 	Per capita quota, access on Decrease (I) worsen worsen Decrease worsea
 
basis of availability,
 
economic stress
 

5. 	Relative price inrationing, Increase (i1) Decrease 

priority access 

6. 	Relative price, access on Increase (ill worsen Decrease worse
 
basis of availability, ec.
 
stress.
 

7. 	Open market sales (OMS) Increase (iii Improve improve Decrease improve
 

I. 	Food-for-wor proqraue Increase (iiI) improve Increase(?) Improve
 
(FFVP1
 

9. 	Vrlnerable Group Feeding Increase {iii) improve Increase(?) improve
 
Prograsse (VOFO)
 

lute: 	Scope refers to eoveraqe priority access inBangladesh has mainly been interms of residence, as also
 
employment and social status. SR, RP, OP and Ll are the channels which meet this criterion. Guarnateed access
 
on basis of availability and economic stress refers toMR : it is guaranteed only In a nominal sense,
 
however. (-means unchanged.)
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2D. 	 A Review of Food Policy Issue
 

Food 	Promotion
 

2.36 	It has already 
 been pointed out that agriculture
 
predominates Bangladesh economy. Foodgrain production 
 is
 
again the major activity within agriculture. Different
 
varieties of rice and wheat and other 
non-cereals account
 
for more than ninety percent of the share of total crop

production. They also account 
for more than ninety percent
 
of the total cropped land. Yet Bangladesh has to depend on
 
foodgrains import to feed its population.
 

2.37 	An estimate 
 shows that between 1949/50 and 1983/84,
 
production of cereals (practically all rice) grew 
at an
 
annual rate of 2.2% compared to the all-crop record of 2.23%
 
(Hossain, 1984b). As Table 2.15 shows, the 
growth rates were
 
spectacular for certain food 
crops for certain years.
 

2.38 	Between early fifties to early eighties, rice production
 
grew at the rate of 2.32% while wheat and potato showed a
 
very fast growth rate of over 13% 
 and 8% per annum.
 
Important productions of foodcrops like pulses, oil seeds
 
and chillies, however, 
 either fell or stagnated. As
 
population grew over the period at about 2.6% per annum the
 
result had been a decline in their per capita availability.
 

2.39 	Except for oilseeds, practically all the growth took place
 
since the since the sixties. Before that one observes at
 
best a stagnation. The sixties saw 
the most vibrant
 
growth.The 
 rate of growth of rice production shot up to
 
nearly 10 
times its earlier level. All other crops including
 
even pulses showed a 
healthy growth. During the seventies,
 
the pace of growth zlackened for all crops except wheat
 
which more than doubled the rate for the sixties. Pulses
 
backslided again, so did chillies.
 

2.40 So far we have talked about rice in general. There are,
 
however, three rice crops distinguished by growing season.
 
These are aus grown during March-May to July-August,
 
Broadcast aman paddy sown in March-April and harvested in
 
November-December, transplanted aman whose growing period
 
stretches from July-September to Nivember-January and boro
 
(local) which Is grown during November-December to April-

May. The high-yielding 
 boro paddy is, however,
 
sown/transplanted in January-February and harvested 
in May-

June.
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Table 2.15
 

Trend Rates of Growth in Production of Selected
 

Crops, 1949/50-1983/84
 

1949/50 to 
Crop 

1983/84 


2.32

1. Rice 


2.36
(i) Aus 


(ii) Aman 1.26 


(iii) Boro 8.83 


13.42
2. 	 Wheat 


-0.51
3. Pulses 


1.82

4. oilseeds 


8.17

5. Potato 


0.66
6. Chillies 


2.71
7. Sugarcane 


0.50

8. 	 Tobacco 


-0.36
9. Jute 


----------------.----------


Source: (Hossain, 19 8 4b).
 

1970/71 to
1957/58 to
1949/49 to 

1983/84
1970/71
1957/58 


2.26
3.21
0.34 


0.87
3.58
4.23 


2.08
1.48
-0.89 


4.34
13.90
-1.09 


25.70
11.50
0.38 


-0.56
2.64
-2.62 


1.12
5.04
3.97 


3.53
11.86
-

-0.96
3.45
0.75 


0.41
7.00
1.83 


2.02
1.45
-2.49 


-0.70
1.45
-2.22 
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2.41 Generally speaking the level of land in an area determines
 
the cropping pattern. Thus aus is grown on medium high to
 
high land, broadcast aman on low land, transplanted aman on
 
medium high land and boro on low land. The level specificity
 
is determined by either to take advantage of moisture (as in
 
case of boro) or to void deep flooding (as in case of aus).
 
However, the existence of water management through dams and
 
irrigation may substantially alter the choices of crops
 
bringing into play the complex factors of risk, profit,
 
subsistence considerations and the like. Generally speaking,
 
boro, t. aman and broadcast aman and aus consume fertilizer
 
in that order. Furthermore, boro requires irrigation often
 
with the help of modern equipments. The changing pattern of
 
importance of individual rice crops thus have important
 
bearins on the modern input requirements such as chemical
 
fertilizer and irrigated water.
 

2.42 	Coming back to Table 2.15, we find that the production of
 
aman has grown at the slowest pace while that of boro has
 
increased pretty fast. Aus occupies a middle position. The
 
average general picture is quite misleading as the growth
 
rates during the sub periods show that aus growth rate in
 
fact has slided down to less than 1% while that of aman has
 
increased steadily starting from a negative rate during the
 
fitties. Boro production increased very fast during the
 
sixties particularly its latter part but has increased at a
 
much slower pace during the more recent decade.
 

2.43 	Agricultural production can grow aF a combination of three
 
factors, viz; expansion of acreage, increase in yield and
 
substitution of low valu'e crop by a high value one. It has
 
been estimated that acreage expansion contributed most to
 
crop output growth during the sixties while rising yield was
 
the prime factor during the next dacade (Table 2.16). The
 
rising yield was possible mainly due to the introduction of
 
the "seed-fertilizer-water technology" in rice production.
 
As rice area and production contributes most to total
 
production and area, the general picture must also be
 
reflected clearly in rice production i.e., while increase in
 
area predominated as the major factor behind output growth
 
during the sixties, that in yield became the most dominant
 
factor later on. More recently, however, the situation has
 
changed further as may be seen from Table 2.17. During the
 
latter half of the seventies' crop mix has contributed most
 
to increase in output. What has happened is that land under
 
local varieties of rice have been put under HYVs resulting
 
in an overall increase in yield.
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2.44 The pace with which HYVs spread may be seen from Table 2.18.
 
It is clear from the table that the expansion to HYVs have
 
been quite fast for the last five years. It grew by nearly
 
11% per annum between the second half of seventies and first
 
half of the eighties. During the earlier such interval, it
 
grew at a rate just about half of that (5.6%). As a result
 
HYV area undr rice stands at just about a quarter of total
 
rice area. The expansion in area came about in boro and
 

aman. In case of aman there has been a switch from local to
 

HYVs while in case of boro, much of the shift has been from
 
either fallow land or land under other crops. Both are
 
possible due to increase in the area under irrigation.
 

.45 	The other important food crops for which production has
 

risen pretty fast during the seventies has been whea'c and
 

potato. In both cases, particularly wheat, HYVs are dominant
 
as may clearly be seen from Table - 2.19.
 

.46 	Therefore, it is clear that in the absence of anj
 
possibility of extending cultivable area, further increase
 
in food production to meet domestic requirements ir
 
Bangladesh will depend primarily on expanding 'seed-water
fertilizer technology' to its full potential.
 

Food Policy:
 

.47 	Self sufficiency in food production is a major objective of
 

the government of Bangladesh. In general output price
 
support and withdrawal of subsidy on inputs have recenl)
 
been adopted as the policy instruments to realize the
 
objective of attaining self sufficiency in foodgrair
 
production'. The policy regime may in fact be defined by the
 
following features: i) withdrawal of input subsidies, ii)
 
initiating a compensating price support programmes, iii) a
 

relatively free market for determining both input price and
 
the consumer price of foodgrains, iv) distribution of
 
fertilizer through the private sector and v) private
 

ownership of minor irrigation equipment, with large scale
 
irrigation systems being financed and executed by the public
 
sector.
 

1
 

See for details (Osmani and Quasem, 1985)
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2.48 	Chemical fertilizer was introduced in the country in late
 
fifties. Its procurement and distribution was completely
 
controlled by the government and it was highly subsidised to
 
induce farmers to use it for raising productivity. But since
 
independence a policy of withdrawing subsidy on chemical
 
fertilizers has been pursued. It is estimated' that
 
successive reductions of subsidy have brought about a 15
fold increase in the price of fertilizer during period
 
between 1971/2 and 1983/4. During the sme period the
 
grower's price of paddy has risen at a much slower pace, so
 
that the fertilizer/paddy price ratio has gone up from 0.74
 
to 2.03. It is further shown that the domestic price of
 
fertilizer has risen much faster than its world price, the
 
ratio of domestic to world price went up from 0.32 in 1973/4
 
to 0.78 in 1983/4. Thus it is clear that subsidy was being
 
reduced during this period.
 

2.49 	Similarly, for irrigation equipment also reduction of
 
subsidy and encouragement of private ownership have been the
 
government policy in recent years. Both the rental charges
 
and the sales price have been increased, rental charges
 
increased at a much faster rate than the sales price in
 
order to encourage private ownership of irrigation
 
equipment.
 

2.50 	It has been estimated that the rate of subsidy for DTW
 
(diesel operated) in the rental programme came down from 97
 
per cent in 1980/1 to 93 per cent in 1982/3. For LLP the
 
decline has been more dramatic coming down from 83 percent
 
to about 58 percent within the three years.
 

Food Prices:
 

2.51 	It is now clear that the prices of inputs, i.e., fertilizer
 
and water, primarily responsible for the recent growth in
 
foodgrain productivity of the country has been rising
 
steeply as a result of dramatic reduction in the rate of 
subsidy on them. Obviously this escalation in the cost of 
production will have implications for output and prices of 
foodgrains. 

1
 
See (Osmani and Quasem, 1985)
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2.52 	It is estimated' that one unit of nutrient of chemical
 
fertilizer produces about 2.87 units of rice under actual
 
farm conditions. Further, a crude but estimate using
 
parameters of production function for various rice crops
 
estimated by IFDC for the period 1979-82 based on a country
 
wide farm survey data show that the contribution of HYV
 
amounted to 6.85 maunds per acre of land, and that for
 

2
irrigation at 5.85 maunds per acre . The modern inputs
 
accounted for only 25 per cent of the crop output during the
 
sixties, but may have contributed to about two-thirds of the
 
growth during the post-independent period - about one-fourth
 
due to fertilizer and two-fifths due to HYV and irrigation.
 

2.53 	It has further been estimated that only about one-third of
 
the potential cultivated land that can be irrigated with
 
ground water resources during the driest months are being
 
exploited:. The main constraint to reaching the full
 
potential is the availability and use of irrigation
 
facilities4 . The other input for the growth of production of
 
foodgrain, i.e. fertilizer consumption in future would
 
primarily be determined by the expansion of area under
 
irrigation and HYVs. Ultimately the use of all the inputs
 
will obviously be determined by the profitability of the use
 
of input.
 

2.54 The cost of cereal" cultivation increased by absent 90
 
percent over the period 1977/8 to 1982/3, while the grower's
 
price of rice increased by about 57 percent. The profit in
 
the cultivation of high -yielding varieties which are water
 
and fertilizer intensive, declined but the level of profit
 
in 1982/3 still remained much higher than that in the
 
cultivation of local varieties.
 

2.55 	It is argued that since the current rice price in the
 
country is close to world price, any further increase will
 
be harmful both from equity and efficiency points of views.
 
Farmers should be provided incentive through input price
 
subsidy to grow more food. Withdrawal of input subsidy is
 
going to further increase the cost of production and
 
restrict output by hampering growth of food production
 
through seed-fertilizer-water technology' and thereby
 
further increase the price of food.
 

1 CHossain, 1985]. -See 

2 See (Hossain, 1984)
 

3 See (Bottral, 1983)
 
4 (Hossain, 1984)
 
5 (Hossain, 1984)
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Table 2.16
 

Relative Contribution of Factors Behind
 
Growth of Crop Output
 

Factor Percentage change Share of factor in
 

in output percentage change (M
 

1960-70 1970-83
1960-70 1970-83 


14.3
3.5
Acerage expansion 19.5 57.4 


69.2
16.9 31.6
Yield increase 10.7 


-4.3 15.5
-1.5 3.8
Crop-mix 


15.3 0.9
5.2 0.2
Interaction 


33.9 24.5 100.0 100.0
All. 

3 8 )
Source (Hossain 1984b p.
 

Table 2.17
 

Source of Growth of Cereal Output Over
 
1975/76-1980/81
 

Source Percentage increase Percentage contri-


In output due to bution of of
source 


26
4.01
Acerage 


14
2.07
Yield 


66
10.17
Crop-mix 


-6
-0.90
Interaction 


All 15.4 100
 

7
 
Source (Hossain, 1984, p.
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Table 2.18
 

Acerage of Rice by Season and Variety
 
(million acres)
 

Variety 	 1971/72- 1975/76- 1980/81
1974/75 1979/80 1984/5
 

1. Aman
 

i) Local 	 12.4 13.2 12.2
 
(90) (92) (83)
 

(ii) HYV 	 1.3 1.2 2.5
 
(10) (8) (17)
 

(iii) Total 	 13.7 14.4 14.7
 
(58) (58) (57)
 

2. Aus
 

i) Local 	 7.2 7.0 6.5
 
(96) (89) (84)
 

(ii) HYV 	 0.3 0.9 1.2
 
(4) (11) (16)
 

(iii) Total 	 7.5 7.9 7.7
 

(32) (32) (30)
 

3. All rice
 

(i) Local 	 20.9 21.3 19.6
 
(88) (85) (76)
 

(ii) HYV 	 2.8 3.6 6.2
 
(12) (15) (24)
 

(iii) Total 	 23.7 24.9 25.8
 

Source: 	 Computed from data reported in BBS, Statistical Year
 

Books, various year.
 

Note: 	 The figures are averages for the years cited. Figures
 
in parentheses are percentages of total area under
 
particular rice. These under "total" rows refer the
 
total for all rice.
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Table 2.19
 

Area under Wheat and Potato
 
(000 acres)
 

Crop 	 1972/73 1983/84 1984/85
 

Wheat
 

Local 52 47 49
 
(4) (4) (3)
 

HYV 1231 1253 1622
 
(96) 	 (96) (97)
 

Potato
 

Local 117 110 105
 
(44) (42) (38)
 

HYV 150 163 170
 
(56) 	 (58) (62)
 

Source: 	 BBS, Monthly Statistical Bulletin of Bangladesh,
 

September 1985, pp. 50-54
 

Notes: 	 Figures in parentheses are to percentages of total area
 

under each crop.
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CHAP'TER 3 

INTERRELATIONSHIPS IN THE PUBLIC FOODGRAIN
 
DISTRIBUTION SYSTEM IN BANGLADESH - AN
 

ECONOMETRIC ANALYSIS
 

3.A Introduction
 

3.1 	 Domestic production of foodgrains in Bangladesh has not only
 
lagged behind growth in demand, it has been highly variable
 
as well. Prices, therefore, fluctuate sharply and policy
 
makers face the challenge of stabilising both prices and
 
consumption in the face of highly variable supplies. In so
 
far as the role of PFDS in market price formation and
 
stabilization are concerned, this study will centre around
 
the following areas:
 

(a) 	 The establishment and measurement of the relationship
 
between market prices on one hand, and the the total
 
production of foodgrains, level of ration offtake,
 
import and the extent of domestic procurement on the
 
other.
 

(b) The formation of price expectations, including
 
speculative ones by private grain traders and
 
assessment of their perceptions about the potential
 
influence of PFDS variables on their stocking decision
 
making.
 

(c) 	To assess quantitatively the impact of open market sale
 
in offsetting the rising trend in foodgrain prices in
 
lean period.
 

In this chapter, however, we shall confine our
 
discussion to (a) i.e. to analyse the interaction of
 
various elements in the foodgrain distribution system
 
on an aggregate level, so as to understand the manner
 
in which market prices are formed and in what way
 
offtake from PFDS influence such price formation
 
process. In Section B of the paper, the structure of
 
aggregate model is presented. Section C discusses the
 
sources of data and estimation of various equations in
 
the model. In Section D, the basic interrelationships
 
in the system under alternative scenarios are analysed
 
and some interesting policy implications are derived,
 
In particular, this would explore the impact on market
 
price of rice and foodgrain consumption of a policy
 
designed to reduce the distribution of foodgrains
 
through rationing system. Also, the implications of
 
reducing the share of rice in foodgrain distribution
 
through rationing are analysed.
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Where = 

m 


Q* 	 = 

a' 	 = 

QD 	 = 

P 	 = 

Y 	 = 

S= 


a-,a,a2,a= 


Y* 	 = 

= 

PF = 


P = 


QM = 


bo,,b1 , b- = 


co, c1, c2 = 


d-,d., d, = 

DD = 

D = 

FA 	 = 

Foodgrains available for sale in the open
 
market including that part of production
 
consumed at home.
 

Proportion of gross production available for
 
consumption.
 

Domestic gross foodgrains production
 

Internal Procurement.
 

Consumption from market and home.
 

Real market price of rice (wholesale, coarse
 
variety).
 

Real disposable income adjusted for
 
rationing.
 

Foodgrain ration distribution
 

Parameters of demand function to be
 
estimated.
 

Real disposable income without rationing.
 

Marginal rate of substitution of ration
 
foodgrains (rice and wheat) for local rice.
 

Weighted average foodgrain ration prices in
 
real terms.
 

Procurement price of rice in real term.
 

Import of foodgrains
 

Parameters 

estimated.
 

Parameters 

estimated.
 

Parameters 

estimated.
 

of 


of 


of 


ration 


procurement 


import 


function to be 

function to be 

function to be 

Consumption requirements used as a basis for
 
import planning.
 

Total consumption of foodgrains.
 

Food aid utilized
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3.3 	 Equation (1) shows the net availability of foodgralns in the
 
market and is a price invariant supply function. The
 
invariance of supply to market prices reflects the short run
 
nature of the analysis, and also the dominance of weather
 
factors in the supply of foodgrains from domestic sources.
 
Equation (2) is a market demand function in which rationing
 
has 	 been incorporated as a shift variable'. Equation (3)
 
provides the mechanism for adjustment of income due to
 
rationing. The "income effect" of rationing is captuzed
 
through the second term, Q1 P'J P::) in the equation.
 
Equation (4) represents ration quantity function in which
 
ration offtake is assumed to depend on supply of foodgrains
 
through both internal and external procurement and the
 
difference in ration and market price. Equation (5)
 
represents the domestic foodgrains procurement function
 
where it is postulated that the amount procured depends both
 
on domestic production and the procurement price relative to
 
market price. Equation (6) represents the foodgrain import
 
function where the amount of import is assumed to depend on
 
net domestic foodgrain requirements (net of domestic
 
production), and the amount of food aid utilised during the
 
period.
 

3.4 	 Substituting equation (I) and (2) for equation (8), the
 
system of eight equations can be reduced to a system of six
 
equations where QD, QF, Q", Qm, PO and Y are endogeneous
 
variables, and Q*,Y*, Pr and PI are exeogeneous. It may be
 
noted here that a negative Q1 is equivalent to as open
 
market sales operation (OMS) by the govt. which would
 
enables us to evaluate the consequences of such an operation
 
though at an aggregate level. The system will be solved
 
simultaneously (values of endogeneous variables solved for
 
specified values of exogeneous variables) to trace out
 
relevant policy implications. These are discussed in Section
 
IV. 

1. The linear specification of the market demand function
 
represents a linear approximation of the underlying consumption
 
demand function for foodgrains, which is non-linear in character.
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3.C Data and Estimation of Equations
 

3.5 	 The model presented in Section B was estimated using annual
 
time series data for the eleven year period, 1972/73
1983/841. To this end, relevant data from secondary sources
 
were collected earlier. These included domestic production
 
of foodgrains, import, internal procurement, PFDS offtake,
 
population, GNP at market prices, market price of rice,
 
ration price, procurement price -.id general wholesale price
 
index. Time series of these variables for the said period
 
are appended in Annex-A. A few words of explanation is In
 
order.
 

3.6 	 Since a direct measure of the quantity consumed from the
 
free market and at home (QD) is not available, an indirect
 
estimate bf the same has been made assuming that QD equals
 
gross domestic production minus the quantity for seed, feed
 
and wastage (which account for 10% of gross production) and
 
the quantity domestically procured by the government during
 
the period2. Per capita disposable income (Y) was based on
 
estimate of GNP at current market prices less direct taxes.
 

All nominal prices were converted into real prices by
 
deflating them by a general price index. All quantity
 
variables were expressed in per capita terms by dividing
 
them by population in the respective periods.
 

3.7 	 Estimation of equation (2) would require a prior estimate of
 
marginal rate of substitution (MRS) of ration foodgrains for
 
market rice, since the MRS is needed to calculate adjusted
 
disposable income (Y). In this study, the estimate derived
 
by Raisuddin (1979) has been used. His exercise involving an
 

1. 	 1974-75 was dropped from the sample as it represented an
 
"abnormal' 
year.
 

2. 	 This measure of QO will differ from actual values by a
 
quantity equal to changes in stock held by producers and
 
traders. Failure to incorporate private stocks in the
 
measurement of QD is likely to result in overestimation in
 
good years, and underestimation in bad years (Raisuddin,
 
1979).
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iterative econometric procedure generated a value of .7 as
 
the best estimate for the MRS with the coefficients that are
 
highly Fignificant, and income and price elasticities that
 
are considered realistic in the context of Bangladesh'. The
 
estimated demand function is specified below:
 

297.22 + .3359Y - 150.15 PW - .70 Q":
 
(7.54) (3.15)---(2.66)-1
 

= .69
 

DW =2.01
 
All coefficients are significant at 95% level of confidence.
 
Estimated income and price elasticities are calculated to be
 
.37 and -.23 respectively.
 

3.8 	 Ration quantity function (equation 4) yielded the following
 
estimating equation:
 

Qm = 19.39 + .263 (QM + Q1) + 76.95 (PQ - PV) 

(2.49) -...(1.37)-
 (2.47)** 
 R- 2.6
 
= .66 

DW =2.49
 

Rati,i. offtake appears to be determined by the availability

of government stock of foodgrains through internal and
 
external procurement, and the ration price relative 
 to
 
market price of rice2 .
 

1. 	 It may be noted here that the coefficient of Q" represents
 
the weighted average of marginal rate of substitution of
 
ration rice and wheat for local market rice. 
The coefficient
 
would quite accurately explain changes in the market price
 
of rice due to changes in the ration offtake only when the
 
prcportion of wheat and rice in the ration offtake are
 
similar to that obtained on an average In the sample.

Evaluating policies require that separate effects of ration
 
rice and wheat be known. The iterative process yielded the
 
value of .92 as MRS of ration rice and .58 as MRS for ration
 
wheat (Raisuddin (1979).
 

2. 	 This result contrasted to that reported by Raisuddin (1979)
 
where he failed to establish any significant relationship
 
between ration offtake and relative price variable.
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3.9 The domestic procurement function (equation 5) gave the
 
following results:
 

= 	 -27.51 + .120 Q* - 63.83 (PP - PP)
 
(.86) (1.31)* (2.22)** 2
 

= .43 

DW = 1.51
 

Domestic procurement of foodgrains was found to be
 
significantly related to both domestic production of
 
foodgrains and the difference between market and procurement
 
prices.
 

3.10 	The estimated equation for the import function (equation 6)
 
is noted below:
 

Qm = 5.61 - .639 (Q* - DD) 4 .463 FAD 

(.45) (2.06)** (1.57* 2 

= .19
 
DW = 2.11
 

Although the equation did not provide a good fit, the
 
coefficients of both the explanatory variables, namely net
 
domestic requirements of foodgrains and food aid utilised
 
came out to be statistically significant.
 

3.11 	Once the set of equations in the model were estimated, the
 
estimated parameters were used to solve the system, for
 
various values of variable exogenously specified, which
 
traced out the interrelationships in the public food
 
distribution system. This paved the way for carrying out
 
some interesting policy analysis in this exercise as
 
discussed in the next Section.
 

3.D Interrelationships Under Alternative Scenarios
 

3.12 Once the model is solved, policy implications can be derived
 
by suitable varying and/or properly ombining the set of
 
policy variables exogenously specified. In our exercise,
 
this would essentially involve the following:
 
a) To analyse the impact of different production scenario
 

on market price of rice and other macro variables such
 
as imports, ration offtake, internal procurement and
 
total consumption in the economy.This would enable us
 
to predict the behaviour of market prices of rice in
 
"bad", "normal" and "goed" years in the absence of
 
specific int'rven'ion by the government in fixing the
 
levels of foodgrain import,ration offtake,internal
 
procurement and open market sale.
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b) 	 To trace our the impact on consumption and prices of
 
various levels of 
ration offtake and its composition.
 
This would essentially explnr? how the market prices of
 
rice can be influenced by policies relating to ration
 
prices and the share of rice 
in ration distribution. In
 
particular, this would explore to what extent the
 
market prices of rice are influenced at given levels of
 
production, and income; by changing the levels of
 
ration offtake through variation in ration prices and
 
ration quota and also by changing the composition of
 
ration offtake.
 

3.D(a) Interrelationship Under Alternative Production Scenarios
 

3.13 	Three Alternative production scenarios are conceived 
 for
 
1985-86. Case I represents a "bad" crop year, Case II a
 
"normal" crop year while Case III represents a "good" crop
 
year. Foodgrain production is assumed to be 14.85 million
 
tons, 16.50 
million tons and 18.15 million tons for these
 
three alternative cases respectively. Thl high and low
 
figures 
 represent a variation of about 10 percent from the
 
"normal" crop production figure projected for 1985-86.
 
Population is projected to be 100.2 million, per capita

disposable income to be Tk. 888.00 (at 72/73 prices) 
and
 
food aid utilised to be 250 million dollars respectively.

The ration price of foodgrains is fixed at Tk. 190/md

(weighted average of Tk. 268/md. 
for rice and Tk. 173/md for
 
wheat) and procurement price of rice at Tk.255/md. for 1985
86. The opening stock for foodgrain is estimated to be 1.08
 
million tons. Based on the relationships postulated in the
 
model, and using the estimated param,ters, the model was
 
solved for imports, domestic procurement, ration offtake,
 
and for consumption and market prices of rice.' The results
 
are presented below in Table 3-1A.
 

1.
 
It may be mentioned here that before solving the model 
 for
 
1985-86, the model was tested for 
its predictive performance

by comparing the actual 1984/85 figures for market price of
 
rice, ration offtake and other macrovariables with the model
 
solution for these variables. Tt was observed that the 
 ex
post forecasting errors were confined to 
within 10% for
 
ration offtake and within 20% for market price of rice.
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3.14 	It is really observed from the figures in Table 3-1A that
 
the impact of a production shortfall in a "bad" crop year is
 
quite severe as a 10% decline in production of foodgrains
 
leads to about 16% increase in market price of rice
 
(wholesale price of coarse variety) in the absence of
 
specific intervention by the Government In fixing the levels
 
of imports, ration offtake, domestic procurement and open
 
market sale'. Consumption of foodgrains, however, declines
 
by only 4% as the potential decrease in consumption is
 
partially offset through increased offtake from the
 
rationing system (by about 5 lakh tons) made possible by an
 
increase in import. Such a massive increase in imports (by
 
about 1.0 million tons) is needed, in the absence of any
 
internal procurement of foodgrains to ensure adequate
 
availability of foodgrains for distribution through the
 
Public Food Distribution System2. The impact of a production
 
increase in a "good" crop year is almost symmetrical. Market
 
price of rice declines by 18%, import goes down by 1.1
 
million tons and volume of foodgrains internally procured
 
goes up by about 5 lakh tons.
 

1. 	 Similar price increase was reported by Raisuddin (1979) for
 
a comparable production shortfall in 1980.
 

2. 	 In fact, to contain the price i;crease within 16% as shown
 
due to 10% production shortfall, it calls for an open market
 
sale of foodgrains to the tune of about 2.3 lakh tons.
 

49
 



Table 3-1A
 

Scenario of Foodgrain supply, Demand and Prices, 1985-86
 

[Case A]
 

(Million tons)
 

I II III
 

(1) 	 Total Production (Q*): 14.85 16.50 18.15
 

(2) 	 Total Consumption (D): 16.40 16.95 17.45
 
(-3.2%) (+2.9%)
 

(3) 	Per Capita Consumption (ib): 360.08 372.16 383.13
 
(-3.2%) (+2.9%)
 

(4) 	 Market Price of Rice (PP): 389.53 336.90 275.67
 
(Tk/Md. at 83/84 Prices) (+15.6%) (-18.2%)
 

(3) 	Imports (Qm) : 2.86 1.82 .75
 
(+57.1%) (-58.8%)
 

(6) 	 Internal Procurement (Q): -.23 .23 .72
 
(-200.0%) (+213.0%)
 

(7) 	Ration Offtake (QR) 2.80 2.33 1.83
 
(+20.2%) (-21.5%)
 

(8) Closing Stock (QcO) .91 .80 .72
 
(+13.8%) (-10.0%)
 

Notes:(1) 	Scenarios I, II and III represent respectively "bad",
 
"normal" and "good" crop years with 10% deviations front
 
the normal year production levels in either directions.
 

(2) Total consumption D) equals QD plus QR where Q =
 
(mQ*-QP).
 

(3) Closing Stock,. (Q0) equals opening stock (Qcs) plus
 
quantity procured internally (Q) and externally (Qm )
 
minus ration offtake (Q).
 

Figures in parenthesis Indicate percentage changes of
 
the variables in Scenario I and III over II.
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3-:LB presents the scenario when the production
3.15 	Table 

deviations in either directions are confined to 5% of the
 

level attained in the "normal" crop year. 
 The Impact on the
 

system is scaled down considerably now-the range of price
 
about + 9% as compared to
fluctuations being limited to 


+ 17% recorded earlier.
 

Table 3-1B
 

Scenario of Foodgrain Supply, Demand and Prices. 1985-86
 

(Case BI
 

(Million tons)
 

I II III
 

15.68 16.50 17.33
(1) Total 	Production (0*): 


(2) Total 	Consumption (D): 16.64 16.95 17.21
 
(-1.8%) (+1.5%)
 

(3) Per Capita Consumption (lb): 365.39 372.16 377.80
 
(-1.8%) (+1.5%)
 

(4) Market Price of Rice (PH): 363.98 336.90 306.27
 
(+ 8.0%) (-10.0%)
(Tk/Md. at 	83/84 Prices) 


2.33 1.82 1.28
(5) Imports 	(OH) : 

(+28.0%) (-29.6%)
 

(6) 	 Internal Procurement (QP): .02 .23 .48
 
(-91.3%) (+108.7%)
 

(7) Ration Offtake (OR) : 2.55 2.33 2.09
 
(+9.4%) (-10.3%)
 

.88 .80 .75
(8) Closing Stock (OCS) 

(+10.0%) (- 6.3%)
 

Notes:(1) 	Scenarios I, II and III represent respectively "bad",
 

"normal" and "good" crop years with 5% percent
 

from the "normal" crop year production
deviations 

levels in either directions.
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3.16 	It may be worthwhile to discuss the implications for
 

Government stock of foodgrains under alternative production
 
scenario. The information contained in Tables 3.1A ard 3.1B
 
would enable us to do so. Starting with an opening stock of
 

1.08 million tons, the resulting closing stock figure:s would
 
indicate that there has been depletion of stocks under all
 
three production scenarios, and that the amount of this
 
stock depletion is lesser in bad years as compared to good
 
years. This must be attributed to the behaviour of imports
 
and domestic procurement relative to ration offtake in
 
alternative production scenario. Stock of foodgrains
 
declines because the amount of foodgrains procured through
 
imports and domestic procurement is less than the amount of
 
ration offtake in each scenario. And this gap between
 
procurement and release widens with the improvement in
 
production conditions because imports declines more than
 
either the increase in internal procurement or the decrease
 
in ration offtake. This 1s partly attributed to greater
 
weight of imports in Lotal procurement of foodgrains, and
 
also to the rigidity of the ration system which fails to
 
respond appreciably to the changes in production
 
conditions'.
 

3.17 	It has already been mentioned that the coefficients of
 
demand function, particularly the MRS coefficients used in
 
this exercise are those estimated by Raisuddin (1979)
 
earlier based on the data covering the period, 1960-61 to
 

1975-76. There are, however, good reasons to believe that
 
some changes in preference pattern with res t to food
 
consumption, particularly in favour of wheat con umption has
 
taken place since then. This should be reflecoed in higher
 
MRS values of ration foodgrains (rice and wheat) for local
 
rice. Sensitivity analysis was, therefore, carried out using
 
alternative values of MRS to examine the implications of
 
changes in the preference pattern for market price of rice
 
and other mauro variables in the system. The results are
 
presented in Table 3-2.
 

3.18 	It is readily observed that an increase of an aggregate MRS
 
values from .70 to .85 leads to a decrease in market price
 
of rice from Tk. 336.90/md. to Tk.318.52/md. i.e. by about
 

5.5 percent. This price decline should be attributed to the
 
greater deflection of market demand curve for rice due to
 
stronger substitution effect of rationing.
 

1. 	 In fact, the changes In ration offtake will be smaller if
 
the price difference between market and ration price is
 
maintained at the same level by changing the ration price
 
proportionately with the market price.
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Table 3-2
 

Effect of 	Changes in MRS on Market Price of Rice
 
and Consumption of Foodgrains
 

(million tons)
 

Alternative values of MRS
 

.70 .75 .80 .85
 

(1) Total 	Consumptior : 16.95 16.90 16.84 16.78
 

(2) 	 Per Capita Consumption (Ib) : 372.16 71.06 369.74 3b8.42
 

(3) 	Market Price of Rice
 
(Tk/md. at 83/84 Prices) 336.90 330.77 323.68 318.52
 

(4) 	 Import . 1.82 1.82 1.82 1.82 

(5) 	 Internal Procurement .23 .26 .29 .32
 

(6) 	 Ration Offtake . 2.33 2.31 2.28 2.25 

(7) 	 Closing Stock . .80 .85 .91 .97 

Note: 	 Altarnative values of MRS of ration foodgrains for
 
market rice were derived as weighted average of MRS of
 
ration rice for market rice (.92) and alternative
 
MRS values of ration wheat for market rice (.70, .75
 
and .80) and using 2 -% of rice and 75% wheat in total
 
ration offtake as weights.
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3.D(b) Interrelationships Under Alternative Policy Variables.
 

3.19 	The basic interrelationships established under alternative
 
production scenario set the stage for a more intere cing
 
analysis that explores the impact of alternative sLI of
 
policy variables in the system. We shall consider first the
 
effects of a policy of reducing ration distribution on
 
foodgrain consumption and market price of rice. Reduction in
 
ration offtake can be achieved either through an increase in
 
ration price or through a decrease in ration quota or a
 
suitable combination of both these policy instruments.
 

3.20 	Table 3-3A presents the results under case A when foodgrain
 
distribution through rationing is reduced through
 
successive increase in ration prices starting from the base
 
level of Tk.190.00 per maund. It is readily observed that a
 
7.7 percent reduction In ration distribution brought about
 
through an increase in ration price by Tk.40/md. results in
 
about 2.0 percent increase in market price of rice In a
 
"normal" crop year. A reduction of foodgrain distribution by
 
.18 million ton results in a market price increase of about
 
Tk.6.5 per maund. This relationship varies with the level of
 
ration offtake but not by much. It is also observed that a
 
38 percent reduction in ration distribution through almost
 
doubling the ration price leads to a market price increase
 
of about 11 percent.
 

3.21 The impact on foodgrain consumption of such a reduction in
 
ration distribution results in a less than 1 percent decline
 
in per capita consumption of foodgrains. If the desirable
 
consumption level of foodgrains is accepted to be an average
 
of 15.5 ounces per capita per day (or 354 pounds per year)
 
then it would seem that such an objective is attainable In a
 
"normal" crop year for 1985-86, even with a reduction of
 
ration distribution by 9.0 lakh tons. Such conclusion,
 
however, needs to be qualified at least in one essential
 
way.
 

3.22 	The per capita consumption figure, like all averages,
 
conceals some gross disparity in foodgrain consumption for
 
the low-income, disadvantaged groups in the society. A
 
policy of reduction in ration distribution of the magnitude
 
suggested above would need to protect these groups by
 
ensuring that the cut in ration offtake are confined to
 
those channels which benefits more the relatively better-off
 
people. Even some redirection of existing ration
 
distribution may be necessary to insulate the disadvantaged
 
groups from the resulting price increases to which such
 
groups become very vulnerable'.
 

1. 	 More specific recommendations in this respect are made in
 
Chapter 13.
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3.23 	Table 3-3B also shows the results of a policy of reduction
 

in ration distribution of foodgrains but this time brought
 

about presumably through a reduction in ration quota instead
 

of an increase in ration price. This represents our case B.
 

It is observed that the impact of a reduction in ration
 

distribution in terms of market price increase and per
 

capita consumption decline is similar to that obtained under
 

case A shown in Table 3-3A. However, the impact of a larger
 

reduction in ration distribution can be analysed now'. To
 

reduce the ration distribution to almost half from its base
 

level of 2.33 
 million tons would lead to market price
 

increase of about 15%. This is as much as one could go if
 

one would like to protect the per capita foodgrain
 

consumption target of 15.5 Oz (daily per capita). The
 

results also indicate that complete abolition of th ration
 

distribution would result in a 30% increase in market price
 

of rice for a "normal" crop year in 1985-86.
 

No definite statement, however, can be made regarding the
 

fixation of ration quota and the amount of ration offtake

in particular, how much decrease in ration quota is needed
 
to achieve a given reduction in ration offtake. This would
 

require the incorporation of ration quota as an additional
 

explanatory variable in the ration quantity function.
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Table 3-3A
 

Foodgraln Consumptlon and Market Price of Rice with a Policy
 
ofReducing Distribution ofFoodgrains Through Rationing System.
 

Normal Crop Year: 1915-86
 

(a)Gross Production of Foodgrains 16.50 Killion tons
 

(b)Per Capita Disposable Income : Ti.l: (at 12/1] Prices)
 

c) Population : 100.2 million
 

(d Procurement Price of Rice : Tk.255/md.
 

latlon Price Ration Offtake Macket Price of Rice Foodgrain Consumption
 
(Tk/md.) (Killion tons) (T/ad at 03/84 Price) Total Per Capita
 

(million toe) ib
 

190.00 2.33 336.90 16.5 372.11
 

230.00 2.15 (-7.7%) 343.36 MAl.g%) 16.10 368.11
 

270.00 1.97 (-15.5%) 351.08 (+4.2%) 16.65 365.57
 

310.00 1.81 (-22.3t] 311.40 (0T.3%) 16.54 363.15
 

350.00 1.66 (-28.9%) 367.52 (9,AU} 16.42 360.52
 

390.00 1.45 (-37.0%) 373.65 (lO.M%) 16.24 356.57
 

lotes: Ratloa offtake and market price of rice were solved simultaneously
 
using the estimated equations through successive variations inration
 
prices exogenously as shown inthe Table.
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Table 3-3B
 

Foodgrain Consumption and Market Price -f Rice with a Policy
 
of Reducing Distribution of Foodgrains Through Rationing System
 

Normal Crop Year : 1985-86
 

(a) Gross Production of Foodgrains 

(b) Per Capita Disposable Income 

(c) Population 

(d) Procurement Price of Rice 

(e) Ration Price of Foodgrains 

Ration Offtake Market Price of Rice 

(million tons) (Tk/md at 83/84 Price) 


2.33 	 336.90 


1.98 (-15.0%) 349.15 (+3.6%) 


1.59 (-31.8%) 368.09 (+9.3%) 


1.20 	(-48.5%) 385.90 (+14.5%) 


.82 (-64.8%) 404.28 (+20.0%) 


.42 (-82.0%) 416.53 (+23.6%) 


.05 (-97.9%) 434.90 (+29.1%) 


16.50 million tons
 

Tk.888 (at 72/73 Prices
 

100.2 million
 

Tk.255/md.
 

Tk.190/md.
 

Foodgrain Consumption
 
Total Per Capita 

(million ton) (lb) 

16.95 372.16 

16.66 365.79 

16.35 358.98 

16.05 352.40 

15.76 346.03 

15.42 338.56 

15.13 332.20 

Note: 	 Market Price of rice was solved simultaneuusly with the
 
ration offtake through variations in the intercept term of
 
the ration quantity function in order to capture the
 
impact of decreased ration quota in the system.
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3.24 	Table 3-4 shows the impact on market price of rice and
 
foodgrain consumption of a policy of reducing the share of
 
rice in ration distribution. It is readily observed that
 
changes in the share of rice in total ration offtake has
 
only a very modest effect on both market price and foodgrain
 
consumption. A reduction of the snare from 35% to 20%
 
results in a price increase of only 2.2%. Also, if rice is
 
completely substituted by wheat in the ration distribution,
 
this would lead to a price increase of 4.5%. On the other
 
hand, this policy would result in some marginal increase in
 
per capita consumption'. This happens because of an induced
 
decrease in internal procurement and increase in ration
 
offtake due to an increase in market price of rice, brought
 
about ty changes in the share of ricer.
 

3.25 Table 	 3-5 shows the impact on market price of rice and
 
foodgrain consumption of a policy aimed at both reducing the
 
ration offtake through an increase in ration price, and also
 
reducing the share of rice in foodgrain distribution through
 
rationing system. The combined impact of such a dual policy
 
is obviously greater on market price of rice than either of
 
the 	 policies if pursued alone (Table 3-3 and 3-4). A
 
reduction in raLion offtake from 2.33 to 1.84 million tons
 
(brought about through an increase in ration price from Tk.
 
190/md. to Tk. 310/md.), and a reduction in the share of
 
rice 	in ration distribution from 35% to 20% leads to a price
 
increase of 9.1%. Per capita consumption of foodgrains
 
declines from 373.5 lb to 364.5 lb. due mainly to reduced
 
ration distribution. A further reduction in ration offtake
 
to 1.47 million tons (induced by a still greater increase in
 
ration price to Tk. 390/md) combined with a policy of
 
reducing the share of rice to only 10% of foodgrain
 
distribution results in a 12.7% increase in market price of
 
rice. Per capita consumption of foodgrain declines further,
 
but still remains above the target consumption level of 354
 
lb.
 

1. 	 It may be noted here that total consumption equals QD plus 
Q1 where QD = (mQ* - Q*). 

2. 	 A reduction in the share of rice in ration distribution,
 
given the separate MRS values of ration rice for market rice
 
(.92) and ration wheat for market rice (.58), lowers the
 
aggregate MRS values of ration foodgrains for market rice,
 
which in turn results in a lesser deflection of market
 
demand curve for rice, hereby leading to higher price of
 
rice, in the open market.
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Table 3-4
 

Rice with a Policy of Reducing the Share
market Price of 

of Rice in FoodQra;.n Distribution Through Rationinl.
 

Normal Crop Year : 1985-86
 

16.50 Million tons
(a) 	Gross Production of Foodgrains 


: Tk.888 (at 72/73 Prices)

(b) 	 Per Capita Disposable Income 


: 100.2 million
(c) 	 Population 


: Tk.253/rad.
(d) Procurement Price of Rice 


(e') Ration Price of Foodgrains : Tk.190/md.
 

Market Price
Proportion of Rice and 

2oodqrain Consumption.
Wheat in Ration Offtak±_ of Rice 


Total Per Capita

Wheat (Tk/md at 83/83 Price)
Rice 

(million ton) (lb.)
 

71.94
16.94
65% 335.63
35% 


372.16
16.95
70% 336.85
30% 


372.59
16.97
65% 339.29
25% 


373.13
 
20% 	 80% 343.05 (+2.2%) 17.01 


373.69
17.02
85% 344.29
15% 


374.35
 
10% 	 90% 346.91 (+3.4%) 17.05 


374.79
17.07
95% 349.37
5% 


375.01
 
0% 	 100% 350.68 (+4.5%) 17.08 


Price of rice was solved simultaneously along with
 
Notes: Market 
 = 

other variables using the estimated 	demand function, Q 


.92 Qp - .58 QM for given
.3359Y 150.15 PQ -

PM, P7 and the share of rice and wheat in


297.22 + 

values of Q*, Y, 

total ration offtake.
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Table 3-5
 

Foodgrain Consumption and Market Price ofVice with a Policy of
 
Both Reducing Ration Offtake and Reducing the Shar of Rice in
 

Ration Distribution
 

Normal Crop Year : 1985-16
 

(a)Gross Production of Foodgiains : 16.50 million tons 

1b Pet Capita Disposable Jocome . Tk.888 (at 72/73 Prices) 

(c)Population 100.2 million
 

(d)Procurement Price ofRice : k.255/nd.
 

Share ofRice and Wheat Ration Market Price of
 
Ration Price inRation Offtake Offtake Rice Foodgrain Consumption
 

Rice_...) wheat (Million Ton) (kInf)at 03/84 Total Per Capita
 
(million ton) (Ob)
 

190.00 35t 6% 2.33 336.36 17.01 373,47
 

230.00 30% lot 2.15 343.36 (l.91) 16.80 361.86
 

210.00 25% 75% 2,00 355.27 (15.5%) 16.71 366,89 

310.00 20% 10% 1.84 367.52 (09.1%) 16.60 361.17
 

350.00 15% 15% 1.66 373.64 (1 .9t) 16.45 361.18
 

358.O0 18% 90% 1,47 379.77 (012.7%) 16.29 357.66
 

of solved simultaneously with ration offtahe using the
 
estimated demand function, 00 = 297.22 f .3359! - 150.15 PI - .920 0; - .580 0O
 
and through successive variation inboth ration price and Lhe
 
share oftite inration distribution offoodgrains.
 

lote:Market price i1ce vw.s 
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FDS Versus Price Stabilisation in Bangladesh
 

4.A Seasonality of Rice and Wheat Prices in Bangladesh,
 
1972/3-1984/5
 

4.1 	 Table A4.1 in the appendix to this chapter shows seasonal
 

pattern of coarse rice prices in Bangladesh. Average monthly
 

prices have b,.en expressed as percentages of 12-monthly
 
moving average prices. Such moving averages represent what
 

prices could be expected to be due to relatively longer run
 

factors than a year, e.q. trend and cyclical factors. When
 

the effects of trends and cyclical factors on prices are
 

thus isolated, the remaining variations may be attributed 4o
 

pure seasonal and random variations. Coarse rice is selected
 

as representing the overall rice market because this variety
 

has typically been the single most important of the three
 

qualitative varieties, viz. coarse, medium and fine, at
 

about 45-50% during the last couple of years. When ratios
 

between monthly observed prices are worked out against 12

month moving averages, a ratio higher than unity represents
 

a firming up of prices on a seasonal basis, while a ratio
 

lower than unity represents a softening up of the prices. A
 

succession of increases in this ratio for a number of months
 

represents a continuous tendency for prices to firm, and
 

conversely for successive decreases in this ratio.
 

4.2 	 Likevise, Table A4.2 in the appendix to this chapter shows
 

seasonality in wholesale wheat prices in Bangladesh 1973/4
 

through 1984/5. Bangladesh remains above all a rice economy,
 

but wheat's share in availability has grown rapidly. From
 

5%-7% in the second half of the 1960's, the share of wheat
 

in per capita availability has risen to between 16-19% in
 

the first of 1980's. This is one reason why we have to look
 

at the evolution of seasonality in wheat prices in their own
 

right. Besides, not only is the relative importance of wheat
 

in the national cereal basket increasing. There Is the
 

further belief chat wheat enjoys a greater average budget
 

share within poorer households in the population than in
 

richer ones. What happens to market wheat pric s, especially
 

in conditions of overall food scarcity, ma" of greater
 

importance from the viewpoint of food security ot groups at
 
risk.
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4.3 Several 	 descriptive services have been extracted from these
 

two 	 tables. For one thing, the monthly pattern of the
 

the peak and trough of the seasonality of the
incidence of 

prices oi rice and wheat is depicted in Tables 4.1 and 4.2.
 

The former shows that a change has distanced the period upto
 

1977/8 off from the subsequent six years. In the former,
 

June and July represented the seasonal eak prices in 4 out
 

while in the latter, the matched frequency is
of five cases, 

2 out of 6. September and April, which were not involved in
 

prices in the first sub-period, are
seasonal peaking of 

involved in such peaking in the second. The period
 

preceding the harvest of boro now appear as new and
 
price
important peaking points in the seasonal rice 


calender'.
 

There is little in this evidence to suggest that the peaking
 

prices before the aman harvest, usually in September or
of 

October, is, of course, common throughout the 12-year period
 

clear exceptions.
under review -- only 1975 and 1979 were 


This suggestion was made by one of the commentators of an
 

earlier version of this report. The continued importance of
 

October to seasonal peaking is not here disputed. The change
 

at issue relates to the emergence of pre-boro-harvest peak,
 

perhaps at the expense of June/July, both of which appear to
 

be unambiguously shown.
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The incidence pattern of trend-adjisted seasonal troughs has
 
remained basically unchanged as between these two sub
periods. In the main, aman harvest is what brings this
 
trough about'.
 

4.4 	 As for the seasonal peak and trough patterns of wheat, the
 
major change, if any, between the two sub-period in Table
 
4.2 involves the trough points: while November and December
 
were the seasonal price troughs in the first sub-period,
 
this is no longer the case in the second. The pre-monsoon
 
months now occasion the seasonal wheat price lows2 . In
 
contrast, the months when seasonal peaks are observed, in
 
both sub-periods, are randomly distributed within the year.
 

1 	 A recent work, that examined changing seasonal price pattern
 
between the 1960's. 1970s and early 1980's i.e. upto 1982/3
 
came to the conclusion that "the bottoms of price drops have
 
lengthened to cover a number of months. In the past, low
 
prices were limited to the November-January period: recently
 
the bottom line has extended to the period July-August"
 
(Ahmed, 1985). Ahmed was making this observation looking at
 
de-trended monthly prices for 1977/8 through 1982/3. We have
 
confirmed that the seasonal rice price trough against July
 
in col.3 indeed belongs to 1977/8. A re-arrangement of the
 
sub-period by including 1977/8 in the second sub-period
 
would produce quite a similar result, in that both July and
 
August would then, by representing troug.s, indicate an
 
extension of the bottom line. The expansion of Boro crop
 
through HYV may have contributed to this change in rice
 
price seasonality.
 

2 	 Note once again April, May, June and August have each
 
occasioned seasonal wheat price lows in the period 1978/9
 
through 1983/4, while they were not in evidence in this role
 
In the first sub-period. This change is deemed as mostly
 
being due to the fact that FFWP, mostly mediating in wheat
 
supplies to rural consumption particularly, becomes an
 

important activity during February and after, thus having a
 
depressive effect on wheat prices. In addition, wheat is
 
harvested from April onwards.
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Table 4.1
 

Monthly Incidence of Seasonal Price Peaks and Troughs, Coarse
 
Rice, Bangladesh, 1973/4 through 1983/4
 

(los.)
 

lase of 	 I--- 1973/4---19?v8-------- 197J19---1903/4 ---- -------- 1973/4---1513/4----mouth 	 I absolute frequency I absolute frequency I absolute frequency
I................................................................................ 
IMonth is IMonth is I Month is I Mouth is IMonth is IMonth is
 
Iat seasonal Iat seasonal Iat seasonal Iatseasonal Iat seasonal Iat seasonal
 
Iprice peak I price troughl price peak Iprice trough) price peak Iprice trough
 

ill (2) (31 (4) 
 (5) (6) (7)
 

July 3 1 1 
 4 1
 

Aug. 	 I 


Seit. 
 1 	 1 
 1
 

Oct. 1 1 	 1 
 1
 

hv. 	 1 
 1 	 2
 

Dec. 
 3 	 5
 

Jan. 	 1 
 1
 

Feb. 
 1 	 1
 

Mar. 1 
 1
 

Apr. 	 2 
 2
 

May
 

June 1 1 	 2
 

Io.of yrs 5 5 
 6 6 11 13
 

lote: 	 Bach figure in a column indicates the number of times the month in question

occasions the seasonal peak or tooqb, as the case may beinthe ratio 
 betweeo
 
observed price inthat month to the corresponding centred 12-month moving average.
 
The reason 1972/3 and 1914/5 had tobe omitted due to nonavailability of the
 
required monthly price data. 
 This footnote applies, mutatis uutaudis, to the
 
folloving table also.
 

Source: Table 14.1
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Table 4.2
 

Monthly Incidence ofSeasonal Price Peaks and Troughs, Wheat, Bangladesh
 
1974/5 through 1983/4
 

(Nos.)
 

lame of 1 157415 - 1910/8 I 1978/ - 1983/4 1 1974/5 - 1913/4
 

month I absolute frequency I absclute frequency I absolute frequency
 
.................................................................................
 
IMonth is IMonth is IMonth is Imonth is IMonth is IMonth is
 

Iat seasonal Iat seasoaal Iat seasonal iat seasonal Iat seasonal Iat seasonal
 

Iprice peak Ipice troughl price peak Iprice troughl price peak Iprice trough
 
................................................-----------------------------------------...
 
(l) (7) (3) (4) 15) 16) (71
 

July 1 2 

Aug. 1 

Sept. 1 

Oct. 1 1 2 

Nov. 2 2 

Dec. 2 1 3 

Jan. 1 1
 

Feb. 1 1 2
 

Mar. 1 
 1
 

Apr. 2 2
 

May 1 1
 

June 1 
 1 1
 

11
6 10
lo. of yrs 4 1 6 


Source :Table A4.2
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4.5 	 The results of Tables 4.1 and 4.2 have one peculiarity viz.
 
that by taking individual months of individual years into
 
account, they have not isolated the influence of random
 
effects, for example, specific to one month in a given year.
 
Isolation of random effects calls for averaging of -the
 
ratio-to-moving-averages for each month over a desired
 
sample period. Pure seasonality, unaffected by random as
 
well as trend/cyclical effects, of rice and wheat wholesale
 
prices are shown by Tables 4.3 and 4.4. The panel al the
 
bottom of each table shows the percentage points that
 
separate the highest and lowest ratios. These are the
 
percentage seasonal spreads. Tables A4.1 and A4.2 in the
 
appendix shows these spreads for every individual year of
 
the tine series. It is found, for example, that for both
 
rice and wheat, seasonal spreads have declined during the
 
1970s. For wheat, in addition, such decline has continued in
 
the 1980s.
 

4.6 	 A further descriptive use that we can, with insight, make of
 
the results of Tables 4.3 and 4.4 relates to the stability
 
of the seasonal pattern over time. To this end, simple
 
correlation coefficients, r, have been computed between
 
separate pairs of cols. 2 through 5, in Table 4.5 (This
 
exercise is attemptee only for rice prices). A significantly
 
positive 'r' between any two subperiod would imply that
 
there is a significant degree of stability in the seasonal
 
pattern between them. On this criterion, all the three
 
possible 'r's in the three sub-periods ending with 1978/9
1980/1 are positive and significant. A claim for significant
 
stability may thus be entertained for the period upto
 
1980/1. However, two of the three r's involving 1981/2
1983/4, though still positive, are rather small. The upshot
 
may be that the correspondence between seasonality of rice
 
prices in 1981/2 - 1983/4 and the two preceding sub-periods
 
at hand is visibly weaker.
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Table 4.3
 

Seasonality inCoarse Rice Iholesale Prices, Bangladesh,
 
1972/3 - 1984/5
 

............................................................................................
 

lame of 	 [ Ratio between actual monthly price to corresponding centred 
month 	 I moving average 

I----------------------------------------------------------------------------------
I 1972/3 - IS74/5 I 1975/6 - 1977/8 I 1978/9 - 1980/1 I1911/2 - 1983/4 I 1914/5 

............................................................................................
 

(11 (2) (3) (4) (5) (6)
 
............................................................................................
 

July 91.2 101.5 103.4 93.6 103.5 

Aug. 95.4 100.1 100.3 91.8 100.4 

Sept. 102.3 102.2 11 5 100.0 105.5 

Oct. 112.9 i.6 91.03 103.6 102.3 

Nov. 96.3 85.8 94.5 96.2 57.6
 

Dec. 84.5 87.4 50.0 92.9 100.1
 

Jan. 90.73 93.4 93.7 98.5 103.1
 

Feb. 100.3 97.1 96.4 102.9 103.5
 

Mar. 107.20 100.2 100.2 106.5 106.4
 

Apr. 109.33 103.1 105.9 108.9 107.5
 

may 101.6 100.1 101.8 97.6 96.1
 

June 98.3 99.6 182.7 95.7 90.4
 
............................................................................................
 

Lowest 84.5 87.4 90.0 91.8 90.4
 

Highest 112.9 108.5 105.9 108.9 117.5
 

Highest-

Lowest - 28.4 21.1 15.9 17.1 11.1
 
............................................................................................
 

lote: Averaging is done involving three successive years ineach case, in order to
 
eliminate theeffects of random forces peculiar toany given month i a year. This
 
footnote 	applies to the following table, too.
 

Source :Table A4.1
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table 4.4
 

Seasonality inWheat Wholesale Prices, Bangladesh,
 
1973/4 - 1983/4
 

............................................................................................
 

Case of j Ratio between actual monthly price to corresponding centred
 
month I moving average
 

I --------------------------------------------------------------------------------- -


I 1973/4 - 1914/5 I 1975/6 - 1977/8 11978/9 - 1980/1 1 1981/2 - 1983/4 I 1914/5
 
............................................................................................
 

(1) (2) (3) (4) (5) (6)
 
............................................................................................
 

July 81.7 111.7 112.8 94.8 103.3 

lug. 99.3 106.5 106.7 97.6 91.3 

Sept. 123.6 95.6 107.1 107.5 111.2 

Oct. 154.4 96.1 105.1 106.5 110.9 

Nov. 91.9 06.4 98.5 97,2 106.3 

Dec. 67.6 83.9 93.4 99.3 104.1 

Jan. 99.9 96.0 96.8 107.6 16.8 

Feb. 111.3 107.2 101. 105.3 104.6 

Har. 115.2 93.2 92.3 95.9 90.6 

Apr. 117.4 92.1 90.6 92.2 91.5 

Hay 113.9 90.4 93.7 94.0 01.9 

June 113.8 103.4 91.9 91.7 85.9 
............................................................................................ 

Lowest 67.6 83.9 90.6 91.7 85.9
 

Highest 154.4 111.7 112,8 107.5 111.2
 

'iqbest-

Lowest - 06.8 34.0 22.2 15.8 
 25.3
 
............................................................................................
 

Source : ?able 14.2
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4.7 	 It appears that seasonal spreads for coarse rice have more
 

often than not been less than 20%, 
 which has been widely
 

considered as defining reasonable provision for normal
 

trading profits via intra-year storage and for costs of
 

carriage. A case can, toerefore, be made that output price
 

support programme of the government, in combination with
 

fairly systematic monitoring of the food situation by the
 

Ministry of Food (followed up whenever necessary by rapid
 

action) have made for a relatively successful handling of
 

intra-year price stabilisation. The procurement programme
 

has 	 helped raise the level of floor wholesale prices within
 

the 	 year is shown in the following. For December and
 

January, which, according to Table 4.3, represent the
 

seasonal troughs in three out of the four periods, the
 

ratios-to-moving-average gain about 8 percentage points
 

between the early 1970's and early 1980's. This can, to a
 

large degree, be attribute: Lo the procurement programme
 

and, in part, to the rapid b.,ild-up of paddy-processing
 
capacity within mechanised rice mills. Now this assessment
 
of the effectiveness of procurement programme, at any rate
 
in terms of its ability in raising growers' price relative
 
to procurement prices is at variance with the position taken
 
in a recent and seminal BIDS contribution on the subject
 
(Osmani and Quasem, 1985). It is therefore, absolutely
 
necessary to posit a fullblown defence for it. Given the
 
importance of the conclusion just stated, its further
 
vindication is best submitted here in the text itself and
 
not relegated to an appendix.
 

4.8 	 It has to be noted that the numbers in Table 4.3 relate to
 
seasonality in wholesale coarse rice prices. If one has to
 
assess the effectiveness of procurement programme from the
 
viewpoint of price support, then the appropriate basis is
 
the growers' price relative to procurement price. Osmani and
 
Quasem correctly point out that the proper touchstone is
 
whether procurement programme succeeds in raising growers'
 
price close to or to the level of procurement in years with
 
favourable rice crop'. In order to see whether this has been
 
the case since 1975/6, they examine the ratio between annual
 
growers' to procurement prices. Out of nine years, crop and
 
procurement levels were found to be favourable in only three
 
years. They however, find that in all these three years, the
 
growers' price has, annually, been considerably lower than
 
procurement prices Table 4.6.
 

The ability of a voluntary procurement programme to raise
 
growers' prices depends upon the availability of financial
 
and organisational resources at the disposal of the
 
government. It also must depend on the size of the crop
 
relative to historical standards, as also how widely the
 
crop is distributed. If there were no financial or
 
organisational constraints, it would be a relatively simple
 
matter to buy enough foodgrains so that prices are forced
 
upward to the degree desired. Again, the higher is the crop
 
size relative to the relevant trend and/or the more
 
geographically scattered is the incremental crop, the
 
greater is the financial resource required to raise
 
prevailing prices by one unit.
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Table 4.5
 

Correlation Coefficient Matrix of Seasonality of Monthly
 
Coarse Rice Wholesale Prices, 1972/3-1983/4
 

1 1972/3- I 1975/6- I 1978/9- I 1981/2-

I 1974/5 1 1977/8 1 1980/1 I 1983/4
 

(1) (2) (3) (4) (5)
 

1972/3-1974/5 1.0 0.439- 0.589- 0.810w
 

1975/6-1977/8 1.0 0.902- 0.227
 

1978/9-1980/1 1.0 0.302
 

1981/2-1983/4 1.0
 

Note * denotes significant at 5% level 

*denotes significant at 10% level
 

On that evidence, they suggest that procurement programme
 
had not been successful.
 

4.9 Procurement of rice and paddy is of course a highly seasonal
 
activity. Between 1975/6 through 1983/4, 71.5% all rice and
 
paddy procured was aman, the bulk of which is concentrated
 
within the period December through February. Procurement out
 
of boro harvest has further been an important category in
 
more recent years, and this too, tends to be localised
 
within May and June. Table 4.7 shows the seasonality of the
 
rice/paddy procurement programme. There is sufficient intra
year variation in the scope of the procurement drive shown
 
in this table to raise doubt as to the adequate of an annual
 
comparison between growers' and procurement prices. Perhaps,
 
the ratio between growers' price to procurement price ought
 
to be weighted by monthly procurement shares. It can be
 
argued that a disaggregation of the performance of the
 
procurement programme helps qenerate a different view about
 
the ratio between growers'-to-procurement prices. This is
 
shown in detail below. But first we would like to make
 
certain conceptual observations regarding some of the
 
methodological requirements ot assessing the effectiveness
 
of procurement programme.
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Table 4.6
 

Food procurement programme
 
(Rice and Rice - equivalent of paddy)
 

SI. I Year j Procurement I Grower's I Procurement I Production
 
No. II price I price I (ml. ton) I (ml. ton)
 

I (Tk./md) I (Tk./md) I I
 

(1) (2) (3) (4) (5) (6)
 

1. 1975/76 122 109 0.35 12.56
 

2. 1976/77 123 109 0.31 11.57
 

3. 1977/78 133 130 0.55 12.76
 

4. 1978/79 134 137 0.31 12.65
 

5. 1979/80 170 194 0.14 12.54
 

6. 1980/81 175 156 0.86 13.66
 

7. 1981/82 190 194 0.29 13.41
 

8. 1982/83 210 228 0.17 13.99
 

9. 1983/84 225 251 015 14.28
 

Source : Monthly Statistical Bulletin (various issues)
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Table 4.7
 

Seasonality of Rice/Paddy Procurement Activities, 1979/80 trough 1984/5
 

IAverage monthly procu-

Noeths Monthly procureunt of rice/paddy (long tons) Iment as t of average
 

Iannual
 

1979110 I 1910/1 	 I 1981/2 I 1982/83 I 1983/4 I 1914/5 1 1979/80 I 1912/3 
I I I I 19811/21 1914/5 

(1) (2) (3) (4) (5) (6) (7) (0) (9)

.............................................------------------------------------------

Jly 27530 50877 41415 731 30123 7o44 7.9 7.6
 

Aug. 33907 70105 43506 1331 18511 39 S.7 4.5
 

Sept. 36311 65354 45311 176 5050 411 10.4 1.3
 

Oct. 29377 71346 27086 11 530 340 8.4 .2
 

lav. 15925 44277 9041 11595 10015 1931 4.6 5.3
 

Dec. 56070 141554 46279 62002 44516 10122 16.1 26.4 

Jan. 72623 100781 62502 10200 20391 12112 20.1 11.4 

Feb. 37914 121083 5910 1771 6945 17632 10.9 5.1 

Kar. 17737 59163 211 - 1713 11011 5.1 4.5 

Apr. 6203 20126 5 360 16 3997 1.8 .5 

may 17 6309 - 12039 964 25201 .5 1.6 

June 12990 408144 2722 60176 4219 39162 3.7 23.3 

..............................................-----------------------------------------

Total 318477 113519 204057 168406 143120 132372 99.9 99.9
 
..............................................-----------------------------------------


Source : Data 	collected from the files maintained vitb Food Division.
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4.10 The crux of the Osmani-Quasem (O-Q) argument is that
 
procurement programme as an incentive price aid is redundant
 
in years with firm and high prices in the harvest season.
 
The real test of the success of the procurement program 'qua
 
incentive price scheme is whether in years of good crops, it
 
succeeds in raising growers' prices to the vicinity of
 
procurement prices. In fairness to O-Q, one must say that
 
they believe that the provision of an incentive price is the
 
more relevant yardstick for assessing the effectiveness of
 
the procurement programme. It can be argued that, in
 
pronouncing upon the effectiveness of the procurement
 
programme in Bangladesh, their tendency to single out years
 
with good crop and procurement levels and the ratio of
 
growers' prices to procurement prices in them arises quite
 
logically, from their judgement that this programme is
 
better gearad toward providing an incentaivo price. When one
 
is assessing a policy of price target procurement, such a
 
policy would quite evidently ]cad to procurement only in
 
good harvest years. Whether such a policy is successful or
 
not is, under those circumstances, a natter specific to good
 
crop years. The problem with this argument, however, is that
 
the "present policy of procurement is oriented more to
 
quantity target rather than price tdrget: (Ahmed, 1905,
 
P.123). We shall see later in chapter 7 that the essential
 
priority and, to a lesser degree, other priority category of
 
recipients in public rationing are a major claimant of the
 
rice so distributed. Ensuring rice supplies of reasonably
 
predictable quantity, quality and prices is therefore a
 
political-cum-bureaucratic desideratum. This forms one of
 
the compulsions Lor a quantity target procurement'. The
 
second compulsion presumably rises from the mani
facetedness of price target procurement which , for 
effective operation, has to be based upon "the
 
considerations for general economic activity, prices and
 
production of jute, and production of rice" (Ahmed, 1985,
 
P.123). Such a policy would naturally become a candidate for
 
cumbersome inter-ministerial deliberations between Food,
 
Agricultural and Jute ministries. Uncertainties may prevail
 
as to the desirability of takinq important decisions like
 
what quantity to procure on the basis of inter-ministerial
 
consultation.
 

1. Osmani and Quasem, too, has been careful to stress this
 

point.
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4.11 	That procurement policy is oriented towards target quantity
 
results in procurement in both good and bad years. Hence one
 
needs a criterion of assessment which is applicable to both
 
good and bad years. The problem, however, is that any
 
sensible criterion for judging quantity target procurement
 
also relies on a certain price. Surely, the government can
 
achieve any quantity r--uvLuement target if there were no
 
limits to the price the government could pay. Again, unless
 
the government were prepared to pitch its procurement price
 
at a high enough level, it would fail to procure any
 
quantity at all. Hence one ought, ideally speaking, employ a
 
synthetic index the comuines extent of quantity target
 
actually procured and the ratio of growers' to procurement
 
prices'.
 

4.12 	One of the real questions is what would have happened to the
 
growers' price if there were not procurement drive at all.
 
It is possible to show, diagrammatically, that procurement
 
programme has a potential for exerting upward presurre on
 
the growers* prices. The following graph seeks to illustrate
 
this proposition.
 

.....................................................................
 

It is not proposed to go into the details of such a measure
 
here. We shall content ourselved by only noting that the
 
tollowing formula could be a possible candidate:
 

i = [{(Qv-/Q T ) + (P /P )))/2] x 100
 

= index of success of procurement programme, Qp is quantity
 
procured, Qt is quantity procurement target, P.B is growers'
 
price, Pp is procurement price. It is recognised that an
 
alternative index could be built with the ratios within round
 
brackets by casting them in a multiplicative mould and by losing
 
the denominator 2. The additive version is intuitively better in
 
that in its case the index retains a nonnegative value even if
 
one of the constituent ratios were to assume zero value as for
 
example, when, in a year of very high prices relative to
 
procurement price (i.e. high value within the second round
 
bracket), actual procurement is nil. In the multiplicative
 
version, the index would have a zero value.
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4.13 	 Let Ox and Oy represent quantity and price, respectively.
 
SOS represents total supply function for rice in the
 
absence of any procurement programme. When procurement
 
programme exists, the rice supply curve is SOPo. --- the
 
segment O,S really becoming eleminated by 0 P- .The logic
 
for 	 this is that, if procurement programme succeeds in
 
paying the declared price with zero transaction costs, then
 
no supplier of rice would sell below such a price. DO 1 D,
 
defines the governmenL procurement demand curve. The
 
government target is to spend money represented by OD0OP.
 
on procuring OD, quantity of rice at Op- price. DOx segment
 
of this government demand curve is by way of a rectangular
 
hyperbola which incidentally, has the property that each and
 
every point on it represents the same total expenditure on
 
rice 	procurement. The hyperbola is however truncated by the
 
vertical segment O1 D,, since the government is committed
 
towards a guaran?.:eed price. When growers' price is
 
autonomously higher than procurement price, the government
 
has 	 to follow the hyperbola in determining the quantity to
 
procure and at what price. Let DD be the total demand curve,
 
giving the equilibrium price of Pe, at which the government
 
only procures PePe' quantity of rice.
 

Y 
Graph 4.1
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4.14 The potential of the procurement programme can be vividly
 

seen 	when, for some particular reason, the supply curve
 
such a shift.
shifts. An ur.expected bumper crop may cause 


Rice prices, in early part of the season, will be 0,.,. The
 

demand curve DD may shift too: leftward if the negative
 

income effect of rice producers who market their product in
 

season is stronger than the positive
the early part of the 

income effect implied by lower rice prices; rightward, if it
 

otherwise happens. suppose 	 curve
Now the demand shifts
 

leftward to D'D'. The existence of the procurement programme
 

has imparted the supply functioij a horizontal segment. (What
 

this horizontal segment really represents is the fact that,
 

unless the government were to declare for all to hear that
 

it has procured its targeted quantum of rice, no farmer,
 

potentially within the reach of the procurement centre,
 

would like to sell below the guaranteed minimum price.) It
 

is this horizontal segment that is critical to the upward
 

pressure that procurement programme gives prices, for
to 


certainly were no such concerted procurement to occur, the
 

price suggested by the inter section by DD' and S"'S" would
 

in fact be lower than Op.. Procurement programme thus
 
a
certainly provides to those farmers which deal with it 


higher prices than would prevail in its
benefit in terms of 

4.1 has brought
absence. This is the simple point that Fig 


out.
 

4.15 	Let us now return to the empirical question of whether the
 
in exercising an
procurement programme has succeeded 


increasingly upward effect on growers' prices or not. We
 

have already made the point in para 4.9 that procurement is
 

a highly seasonal activity. What is more, procurement
 

activity in paddy/rice tended to be concentrated in a small
 

number of districts (Table A4.3). The fact concerning both
 

temporal seasonality and geographical localisation would
 

strongly argue against use of annual data in examining what
 
prices.
effects procurement drive was having on growers' 


For, given seasonality of procurement implies that the
 

annual ratio between growers' to procurement prices may be
 

significantly different from the ratio during the small
 

months of critical importance of procurement. Again, given
 

the fact that only a handful of districts predominate
 

procurement activity, the country wide ratio may be quite
 
programme
inaccurately representing what effect procurement 


was having on growers' prices in the few districts that
 

really matter in this context.
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4.!6 	We have calculated the ratio of growers' - to - procurement
 
prices on a monthly basis for 1976/7 through 1984/5'. To
 

eliminate random factors, we take three-yearly averages of
 

these ratios, we then take two kind of averages: I) simple
 

averages over the monthly-averages; iI) weighted averages of
 

the monthly averages, weights oeing monthly share of
 

country-wide procurement. The results are shown in Table 4.
 

Several factors are worthy of note here.
 

4.17 	What procurement programme does to the growers' prices
 

during "he four months of aman harvest is of critical
 

importance to its price support objective. Table 4.8 shows
 

that the ratio of growers'-to-procurement price for the four
 

crucial months, November through February has invariably
 

tended tc increase from one period to the next. This finding
 

is confirmed when we look at the monthly ratio of trend
 

growers-to-procurement prices, in Table 4.9. The increases
 

in the ratios between 1979/80 - 1981/2 and 1982/3 - 1984/5
 

in these four months are quite spectacular, and we have to
 

add here that we ourselves do not fully understand what is
 

causing such large relative increases in these harvest
 

months. These findings, coupled with the discussion
 
surrounding graph 4.1, suggest (a) that procurement
 
programme has resulted in higher level of growers' prices
 

than would prevail io its absence even in a year of outward
 

shifts in supply (even though the ratio was less than
 

unity), and (b) that the ratio during the crucial 
 aman
 

harvest months has invariably risen from period to period.
 

4.18 	So also, in addition, has the annual average ratio of
 

growers'-to-procurement prices in this period, whether we
 

look at simple or weighted averages.
 

4.19 	This long discussion about what we view as the success of
 

the procurement programme in favourably affecting growers'
 
prices during the aman harvest was necessary if we wanted to
 

correctly appreciate the significance of the numbers in
 
Table 4.3 about a narrowing of the seasonal price spreads.
 
What that spread suggests that one aspect of PFDS, namely
 

the procurement programme has, to a significant degree,
 
resulted in raising the bottom of the seasonal price trough.
 

How another arm of the PFDS, the OMS, has dealt with the 

price stabilisation objective is the subject matter of the 
rest of this chapter. 

....................................................................
 

Later on, we calculate the ratio between trend growers'-to
procurement prices on a monthly basis for the same period by
 

employing 12-month moving averages. This method is
 
analytically superior in that it recognises that grower
 
prices may be influenced by longer-run forces, and that
 
procurement prices, too, may be based on some calculation,
 
within the price-fixing authority, as to the extent of this
 
trend factor which influences growers' prices.
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Table 4.8
 

Ratio of Growers-to-procurement Prices of Rice,
 
Bangladesh, 1976/7 - 1984/5
 

(%)


Name of 1 1976-7 I 1979/80 1 1982/3 I 1976/7
 
month I -1978/9 I - 1981/2 I - 1984/5 I - 1984/5
 

(1) (2) (3) (4) (5)
 

July 78.26 96.32 107.43 94.00
 

August 80.88 105.68
91.92 92.83
 

September 
 92.82 99.60 115.43 102.62
 

October 97.04 101.27 127.90 108.74
 

November 82.47 93.52 105.67 
 93.89
 

December 89.85 109.69
94.91 98.15
 

January 92.53 117.54
103.67 104.56
 

February 97.39 119.64
117.37 	 111.47
 

March 109.39 126.21 123.27 119.62
 

April 101.45 97.71 103.37 100.84
 

May 	 96.12 80.97 98.87 91.99
 

June 	 106.49 81.57 100.56 96.21
 

Annual av. 93.7 	 111.2
98.8 101.2
 

Weighted av. n.a 100.9 108.1 n.a
 

.......---------------------------------------------------------

Note: 	 Growers' price data were carefully compiled from BBS,
 

Monthly Statistical Bulletin, various issues. Grower
 
prices were taken on the basis of harvest seasons 
 for
 
the three main rice crops. Aman harvest season was
 
treated as from November through March; boro from
 
April through June; Aus, from July through August.
 

Source: 	 The same as those for Table A4.4
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Table 4.9
 

Ratio of Trend Grower-to-Procurement Prices of Rice,
 
Bangladesh, 1976/7 - 1984/5
 

(%)
 

SI. I Name of Month I Periods
 
No. I 


(1) (2) 


1. July 


2. August 


3. September 


4. October 


5. November 


6. December 


7. January 


8. February 


9. March 


10. April 


11. May 


12. June 


Source: The same as 


I--------------------------------
1976/7 I 1979/80- I 1982/3 -


I 1978/9 I 1981/2 I 1984/5
 

(3) (4) (5)
 

94.5 99.2 111.7
 

95.6 99.9 111.0
 

97.2 101.2 109.0
 

98.5 101.3 108.7
 

99.3 100.3 108.7
 

94.2 98.7 108.7
 

95.6 98.2 109.0
 

97.0 97.6 109.5
 

98.5 96.5 109.5
 

99.5 97.7 110.0
 

99.9 97.5 111.0
 

100.6 97.3 111.5
 

that for Table A4.4
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4.B 	Open Market Sale (OHS) as a Tool for Seasonal Price Stabilization
 

4.20 Prices of foodgrains are characterised by seasonal
 
fluctuations. This occurs because of the uneven nature of
 
agricultural production in the face of relative even flow of
 
foodgrain consumption. Public policy instruments, therefore,
 
need to be employed to contain ouch price fluctuations
 
within reasonable limits. Two policy tools that have been 
used in Bangladesh to squeeze the lower and upper limits of 
seasonal prices are those of domestic procurement program 
and open market sales proqram. An evaluation of the former 
(domestic procurement program) which attempt to construct a 
floor below which prices would not fall has been carried out
 
in the previous Section. Here we seek to evaluate the
 
ptrformance of the other policy instrument, namely open
 
market sale (OHS) which has been recently put in operation
 
in Bangladesh.
 

4.21 	Open market sale is certainly not a new concept iii food
 
policy management. However, the price setting mechanism
 
undcr OHS contains certain features which distinguishes it
 
from similar other programs the exist elsewhere. Open rmrket
 
sale, it may be emphasized, is primarily designed to combat
 
the price rise due to apprehension of foodqrain shortfall.
 
This must be di.stinguished from other causes of seasonal
 
price increases, namely real storage cost and opportunity
 
cost of storage. This aspect of OHS operation must be borne
 
in mind while evaluating its effectiveness in arresting the
 
price hike during the lean season. But first let us have a
 
look at how the program actually operates in Bangladesh.
 

How OHS Works
 

4.22 	OHS provides for price-interaction between market and PFDS
 
since OHS price is set in response to movement in market
 
prices. Under present operating procedures, OHS are
 
initiated through grain dealers when retail market rise 15%
 
above procurement price of rice, and 20% for wheat. The
 
grain is usually sold at a price approximately halfway
 
between the current market price and OHS trigger price.
 
Initially, it was designed to have unlimited quantities
 
available for sale with an open-ended commitment to continue
 
selling until prices come down. However, official resistance
 
to open-ended commitment was great and it was subsequently
 
modified to impose quantity restriction on sale of
 
foodgrains.
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4.23 The novelty of this approach lies in the fact that OMS
 

not make use of an inflexible ceiling price,
program does 

leads to huge budgetary losses by the Government if
which 


market price and ceiling price

the difference between 

happens to he large. OMS by selling grain at a price closely
 

the losses incurred by
following market price recoup some of 


ceiling price program. Also, the quantities of grain
 

because the price difference
This is
involved would be less. 

always


between current market price and OMS sale price is 


come 	down, the difference gradually
small. As market prices 

uninterested more


disappears, and the consumers become 


with 	OMS grain than with a ceiling price program.
quickly 

They more quickly approach the threshold where the
 

queuing up in line and inferior
inconvenience of distance, 

price
quality of government grain become equal to the 


difference (Montgomery, 1983).
 

its primary goal of quantity grain allocation
4.24 	Rationing has 

for selcted group of consumers with the 
 achievement of
 

to a secondary role. OHS, 
 on

price stabilization relegated 


the other hand, represents the pioneering effort in
 

Bangladesh which have price management as the primary goal.
 
and 	 falling price
Rising prices signal the onset 	of OHS 


and 	 is
seasonal in nature
marks the end of it. It is 

price rise which
intended to operate only during periods of 


Aman 	and Boro/Aus crops.
occur shortly before the harvest 	of 

consists of wheat,
Most of foodgrains sold through OMS 


objective of price management is the moderation
although the 

of rice price. By moderation is meant seasonal price swings
 

Bank

within approximately 20% band suggested by the World 


(1979 Report).
 

price fluctuations in

4.25 	Although historically seasonal 


Bangladesh have been mostly confined to 20% limit, there
 

were times in which seasonal rice prices displayed
 

These were the years characterized
considerable variations. 

or boro/aus production. A


by shortfall in either aman 

by as much as 10% during the period
monthly price rise 


traders that permits them

reflect information reaching the 


will be short of
 
to predict that the ensuing harvest 


to which price rise by more than
expectation. And the degree 

to the degree of
 

storage costs is directly related 


expectation of shortfall'.
 
-


be quite

The actual shortfall may, however, turn out to 


expected shortfall. 1982 provides a very
defferent from the 

was
example. The expectation of a serious shortfall
good 

high by early October; only very late rains in late

quite 

October and early November saved 	Bangladesh from what 

could
 

in Aman rice production.
have been a disastrous drop 

the growing season the expectation
Nevertheless, for most of 


much 	worse crop and price behaved accordingly
was for a 

(Montgomery, 1983).
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4.C An Evaluation of OMS Program -
Application of A Diasqqreqated Price Model 

4.26 	As mentioned earlier, it is important to know how large the
 
expected shortfall is in order to ascertain the level of OMS
 
offtake for price stabilization purposes. The disaggregated
 
price model developed by Montgomery (1983) attempts to
 
deduce the degree of anticipated grain shortfall from price
 
behaviour. The expected shortfall is indelibly connected
 
with the degree of price increases through the following
 
linkages:
 

(a) 	 The greater the shortfall expected of the crop in the
 
ground, the less it will. be able to satisfy demand
 
during the year following its harvest, hence the higher
 
the future market clearing price will be when it is
 
harvested. As a consequence, the greater will be the
 
difference between current prices and expected future
 
prices.
 

(b) 	 The higher the future market clearing price at the next
 

harvest time, the more traders and farmers allocate to
 
future sales and less to current sales.
 

(c) 	 The greater the difficulty of moving grain from region
 
with no expected shortfall to those with large expected
 
shortfalls (the greater the "friction" in the transport
 
and marketing system) or the shorter the time period
 
under consideration, the more it will appear that
 
individual markets are not integrated and therefore,
 
the greater will be interregional price differenues.
 

(d) 	 The less the market surplus (even in times of no
 
expected shortfall) the larger the impact of an
 
expected shortfall upon the thin market and hence the
 
higher the price rise.
 

(e) 	 The closer it is to harvest time (and the less the time
 
available for favourable news regarding weather) the
 
more certain the expectation of a shortfall and
 
therefore, the more uniform the behaviour of traders to
 
allocate to future consumption.
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4.27 Using price elasticity and a number of assumptions about
 
normal price increases, one can derive an estimate of
 
perceived shortfall in a particular period. The magnitudes
 
thus estimated for shortfall can then be compared with the
 
magnitude of offtake on sale under OMS and other forms of
 
offtake of PFDS in order to make the following observations:
 

(i) 	 If the level of offtake during the period is far below
 
the estimated level of shortfall predicted by price
 
behaviour then the low level of offtake should not be
 
effective in bringing down prices.
 

(ii) 	Even if the aggregate level of offtake during the period
 
of concern approaches the estimated level of shortfall
 
there still remains a question of regional distribution
 
of the offtake; can the PFDS accurately know where the
 
greatest shortfall is and supply more foodgrains there
 
compared to areas of less severe shortfall?
 

(iii)In almost any year, good or bad, there are deficit
 
regions and surplus regions of foodgrains. In any
 
surplus region, a "shortfall" would in fact only mean a
 
reduced surplus. In such a location offtake from the
 
PFDS should naturally be less than in other regions
 
with similar sized shortfall but which on balance
 
historically had deficit.
 

4.28 	The working hypothesis underlying the approach may,
 
therefore, be postulated below:
 
"If and only if the level of grain offtake reaches the order
 
of magnitude of the estimated or perceived shortfall, will
 
it be effective in dampening prices. It is not just
 
government's intentions which are important but also the
 
actual quantity of grain it places on the market."
 

4.29 Therefore, it becomes necessary to examine in order to judge
 
the effectiveness of OMS program whether the quantity of OMS
 
(or OMS plus MR grain) are sufficient to overcome the
 
anticipated shortfall which develops in a certain period of
 
the year. This hypothesis was tested by Montgomery (1983)
 
using statistical technique and cross sectional
 
subdivisional information on offtake, prices and 
expectations for the July 1982- December 1982 period. The 
source of data and the results of his empirical work are 
summarised below: 
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Sources of Data
 

4.30 	Although 68 subdivisions report prices daily to the Ministry
 
of Food, a number of subdivisions lie in urban areas where
 
statutory rationing (SR) is undertaken. To reduce the
 
problem of assigning true responsibility on method of
 
food(rain offtake, it was decided to eliminate subdivisions
 
where SR was currently being undertaken; these were
 
subdivisions within Dhaka city, Narayanganj, Chittagong
 
city, Raishahi city, Khulna city a.id Rangamati. Also, a
 
number of very minor grain producing subdivision in the
 
Chittagong Hill Tracts were excluded because of incomplete
 
data series for all variables concerned. The omission of the
 
SR subdivisions and the Hill Tracts subdivisions left 53
 
subdivisions in the data set.
 

4.31 	A base year for comparisons had to be chosen for which
 
"normal" subdivisional aman production, population and basic
 
surplus or deficit status could be ascertained. The latest
 
year for which all these types of information were available
 
(when Montgomery undertook the study in 1982) was 1978. The
 
published information for this base-year was found in the
 
BBS Thana Statistics, Basic Information Volume published in
 
December 981. It also contains an estimate of whether on
 
balance the subdivision was surplus or deficit in foodgrain
 
production in 1978 by comparing total cereal grain
 
production with the standard foodgrain consumption target
 
(15.5 oz. per capita per day).
 

4.32 	The mathematical expression which links the excess price
 
increase to the shortfall is, for each subdivision (stars
 
represent expected values):
 

(Q~fn-, u.7 j =~mE. (P *7 - Pgt~k.r 7) 

which can be rearranged as follows to estimate the 
anticipated shortfall in aman production in each 
subdivision: 

8. 7 
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4.33 	The estimates are, therefore, negative number. The decision
 
was to allow the base-year aman production of 19'78/79 to
 
represent what might have been obtained or expected in a
 
good aman crop year and hence it is used as a proxy for
 

4.34 	To estimate the expected price on October .7 (P80.- 7) 

two different methods were employed. The first was to take 
bi-weekly prices, find the actual low price during the July-
August period and increase it by 5% every 28 days forward to 
October 7. This was called Expected price A. The second 
method was to assume that the July 29 price in each 
subdivision was sufficiently close to the seasonal low to 
represent that low. Then the July 29 price was increased by 
5% for every four weeks up to October 7 (a total increase of 
12.5% for the 10 week period). This is shown as Expected 
price B in Appendix Table 4A. 

4.35 	Estimates of the anticipated shortfall for each subdivision
 
also appear in Appendix Table 4A. Shortfall A adopts the
 
method of using actual lowest price during July-August
 
period, and shortfall B adopts the July 29 price as a base
 
price. Shortfall A gives slightly higher estimates of
 
anticipated shortfall with very few exceptions. The total
 
anticipated shortfall in the 53 subdivisions surveyed (and
 
they represent more than 90% of the rice production area in
 
the country) amounts to between 2,08,000 tons and 2,80,000
 
tons according to the choice of method applied.
 

Results of Pegression Analysis
 

4.36 	Following specific questions were asked to ascertain the
 
effectiveness of OMS program.
 

(1) 	Was the quantity of OMS sufficient to bring down
 
prices? Which months sales were important?
 

(2) 	 Was the OMS grain sold in the correct subdivisions
 
where the price increase was the most severe?
 

(3) 	 Was the OMS grain sold in the subdivisions with the
 
greatest deficit (as compared to less important areas
 
experiencing only a reduced surplus)?
 

(4) 	Was it OMS rice plus wheat which turned prices down?
 
How effective was wheat in bringing down prices?
 

(5) 	Or was it only combined effect of OMS plus increased
 
offtake of modified rationing (MR) which supplied the
 
additional grain needed to reassure the traders and
 
consumers that the anticipated shortfall would not
 
affect them?
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4.37 	To answer these questions, a series of regressions were run
 
which could test the relationships implied in these
 
questions. The first model is a cross sectional statistical
 
test of the relationship implied in questions (3) and (5).
 

(1) 	 Offtake = a + b (Shortfall) +c(SurDef)
 

where Shortfall is represented by the two defined shortfall
 
variables discussed earlier. SurDef is the 1978 defination
 
of whether the subdivisions were on balance surplus or
 
deficit in cereal grain production, in thousand long tons. A
 
number of offtake variables were constructed for testing
 
with this model. The variables involving only OMS grain were
 
as follcws:
 

Offtake 1 = 	 OMS rice sold during July-September period
 

Offtake 2 = 	 OMS rice sold during July-October period
 

Offtake 3 = 	 OMS rice and wheat sold during July-September
 
period
 

Offtake 4 = 	 OMS rice and wheat sold during July-October
 
period.
 

Offtake 5 = 	 OMS rice sold during July-September period
 
plus .58 times OMS wheat sold during July-

September period.
 

Offtake 6 = OHS rice sold during July-October period plus
 
.58 times OHS wheat sold during July-October
 
period.
 

The variables which combined the offtake of OMS and MR grain
 
were as follows:
 

All offtake 1 =Sum of all OMS and MR rice and wheat during
 
July-September period.
 

All offtake 2 =Sum of all OMS and MR rice and wheat during
 
July-October period.
 

All offtake 3 =Sum of all OMS and MR rice during July-

September plus .58 times sum of all OMS and
 
MR wheat during July-September period.
 

All offtake 4 =Sum of all OMS and MR rice during July-

October period plus .58 times sum of all OMS
 
and MR wheat during July-September period.
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4.38 	There constructed variables are mostly self-explanatory
 
except for the "seemingly misterious number" (.58) which
 
appear in Offtake 5, Offtake 6 and All Offtake 3 and All
 
Cfftake 4. This represents the marginal rate of substitution
 
of ration wheat for warket rice and is a result of an
 
iterative econometric e~timation carried out by Raisuddin
 
(1979). It indir:ites that wheat is only 58% as effective in
 
satisfying demand as market rice; alternatively stated it
 
means that 1.72 maunds of wheat must be sold to have the
 
same demand effect as one maund of rice.
 

4.39 	These ten possible offtake variables were tested against the
 
two possible shortfall variables - a total of twenty
 
combinations. The seven regressions which gave relatively
 
good fit are presented in Table 4.10 below:
 

87
 



Table 4.10
 

Regression Results - Offtake Regressed Against Estimated
 
Shortfall A and B and Surplus/Deficit Position
 

Dependant Constant Shortfall A Fhoitfall B SurDef R = 

Variables 

Offtake 6 15835.15 ** 

-1579,68 -23.80 .21 
(424.4) (30.88) 

Offtake 6 19680.74 -1268.10 10.40 .12 
(493.07)* (30.10) 

All Offtake 1 62687.11 -10609.71 -413.49 .28 
(2411.77) (171.46)* 

All Offtake 1 74669.54 11927.7 -215.73 .31 
(2542.57) (155.20) 

All Offtake 2 111495.00 18738.00 -586.04 .32 

(3821.74) (271.70) 

** * 

All Offtake 3 43545.15 -7948.00 -310.76 .30 

(1726.39) (122.73) 

All Offtake 4 76826.23 -13691.88 -446.04 .34 

(2716.30) (193.11) 

Notes: (1)Standard errors are in parenthesis. ** and * indicate 

that the co-efficient is statistically significant at 

1% and 5% level. 

(2)The 	sign for either Shortfall A or B should be negative
 

(Shortfall itself is a negative number). And the sign
 

for the variable SurDef should be negative. The IU .ter
 

should be negative because subdivision with a normal
 

surplus should receive less offtake; conversely,
 

subdivision with large basic deficits should be
 

expected to have larger offtake.
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The following observations can be made based on regression
 
results presented in Table 4.10
 

4.40 	Firstly, of the six Offtake variables (which included OHS
 
but excluded MR), only Offtake 6 gave a reasonable fit when
 
tested against the two computed shortfall variables. Offtake
 
6 was the sum of all OMS rice (July-October) plus .58 times
 
all wheat Offtake for the same period. Offtake variables 1
 
to 5 did not achieve significant statistical fits. One can
 
thus conclude that the first five possible OHS variables
 
were not significantly related to hhe estimated shortfall
 
per subdivision. Both rice and wheat were important and
 
October Offtake were especially important.
 

4.41 	Secondly, was OMS alone more or less significantly related
 
to the estimated shortfall than the combination of OHS and
 
MR as represented by the All Offtake variables? Inspection
 
of the results presented in Table 4.10 shows that the All
 
Offtake variables gave somewhat better fit as measured by
 
R. The closest fit of all the regressions was between All
 
Offtake 4 and Shortfall A. This was a relationship between
 
(a) 	 the sum of OMS and MR rice foi the entire four months
 
added to .58 times the sum of all OHS and MR wheat for the
 
four months and (b) the anticipated shortfall in grain
 
production as estimated by starting with the seasonal low
 
price and using the price elasticity of demand (-.23).
 

4.42 	Thirdly, was the grain sold in the correct subdivision? By
 
this is meant, was the grain sold not just in subdivision
 
which had a currently anticipated shortfall but instead in
 
deficit subdivisions which had a shortfall (rather than
 
surplus subdivisions which only expected a decreased
 
surplus)? The regression results in Table 4.10 sort this
 
question out rather nicely. The OMS variable included
 
(offtake 6) did not give a good regression fit with both
 
Shortfall and SurDef and one can conclude that the OHS rice
 
and wheat (July through October) sales, while linked with
 
size of current shortfall, were not closely linked with the
 
basic surplus/deficit nature of the subdivisions.
 

4.43 	However, when MR grain was added to t!.. OHS grain, the
 
simultaneous association with the two variables becomes
 
'much stronger. Again, it appears that the last regression in
 
the test (All Offtake 4 with Shortfall A, SurDef) gives a
 
marginally better fit than any other. This would indicate
 
that it was the sum of OHS and MR rice plus .58 times the
 
quantity of wheat which became the best targetted at
 
dispensing grain in deficit areas with a large shortfall.
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4.44 	Of the original five questions posed at the beginning of
 
this Section, two of them were basically quantity

relationship questions 
(3 and 5), asklng whether the offtake
 
of publicly controlled grain was correctly targetted to
 
areas where the anticipated deficit was greatest and in
 
quantities sufficient to do the necessary job. The remaining

question (1,2 and 4) dealt with price management. Was the
 
OMS grain (or OMS plus MR) sufficient to bring down prices?
 

4.45 	To answer these questions a set. of new per capita offtake
 
variables were constructed by dividing the ten previous

offtake variables by subdivisioni population. This step was
 
necessary because of the need to "normalize" and to put on
 
a per capita basis the different quantities of offtake on a
 
subdivisional basis. To measure the degree to which prices

fell after October 7 (and they fell very quickly), there was
 
a need for the construction of price-decrease variables. Two
 
were created. P Fall 1 was the drop in coarse 
 rice price

from October 7 to October 21. P Fall 2 was the drop from
 
October 7 to November 4. The first tested a 
two week period,

and the second tested a four week period.
 

4.46 	The ten per capita variables were then statistically tested
 
against the two price-decrease variables (a total of twenty

regressions). Results are 
 shown in Table 4.11 giving the
 
best fits only, and discarding those for which 
 no
 
significant statistical relation could be 
established.
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Table 4.11
 

Regression Results - Offtake Per Capita
 
Regressed Against Degree of Price Fall
 

Dependant Constant Independant R
 
Variable Variable
 

P Fall 1 -13.66 -1.098 (OffCap 3) .23
 
(.28)
 

P Fall 2 -24.09 -1.077 (OffCap 3) .18
 
(.33)
 

P Fall 1 -13.15 -1.71 (OffCap 5) .22
 
(.46)
 

Note: 	 Figure in parenthesis represent standard error of the
 
respective co-efficient.
 

4.47 	Of the twenty possible regressions, these are the only ones
 
successful at establishing the relationship. No variable of
 
the type All Offtake per capita (which combined OMS grain
 
with MR grain sales) was found to be significantly related
 
to the degree of price decreases. However, several of the
 
OMS variables were very positively associated with price
 
management. For example, offtake per capita 3 (which was the
 
sum of OMS rice and wheat for the months of July, August and
 
September) was significantly related; the negative sign is
 
correct and the co-efficient is significant at 1%
 
probability level. Also, offtake per capita 5 (which was sum
 
of OMS rice plus .58 times the quantity of wheat for July,
 
August and September) was also significantly related to the
 
resulting price fall. The price decrease variable which
 
appeared more often was the two week price fall (P Fall 1)
 
from October 7 to October 21.
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4.48 Thus, of the 
seventeen regression attempts which were

successful, 

no
 
one can infer that the per capita offtak


variables were not as directly linked with price 
decrease

This implies that the additional OHS grain sold 
in Octobe
(which was a substantial increase Cver July, 
 August an

September levels) 
 and appear only in variables offtake 2
offtake 
4, offtake 6, All Offtake 2 and All Offtake 4 wa
not as important as the 
grain sold up through the end 
 o
September, in causing prices to 
fall from October 7 throug
October 21. Also, the fact that any of 
the All Offtake pe
capita variables (which include MR) do ziot appear in thi
final acceptable regressions indicates that 
the addition o
MR to OMS was not inore powerful than OMS alone in moderatin( 
prices.
 

4.49 Following conclusions were drawn by Montgomery based upoi

his empirical work:
 

(a) A program such as OHS does 
not: need to make up 1009
 
anticipated 
 shortfalls in grain production. B
providing approximnately 40% to 50% 
of the anticipated

shortfall and demonstrating a commitment 
to continue tc
sell grain, government adequatelycan change the
direction of price change. And 
once change in direction

is established it encourages other traders to 
 sell

grain and take advantage of high prices already 
established.
 

(b) Prices 
 cannot remain flat throughout the year; indeed
they should not because private 
traders who perform the

function of storing grain must 
be rewarded for their

economic a-tivity. rural
With interest rates at the

levels preseni. at Bangladesh, foodgrain prices must

rise by about 
5% per month. This can be considered a

normal price rise and does not 
signal th. apprehension
 
of future shortfall.
 

(c) However, price increase of 1.0% per month or 
more are a

clear warning of a potential shortfall in grain

production. 
 They mu,-t be used to initiate government

grain sales program which 
 can add significant

quantities of 
grain to the market at such a critical

time. 
 Compared to modified rationing (MR), open market

sales (OHS) have shown considerable ability 
 to
 
influence prices and keep them within a chosen band.
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(d) 	The period of concern about grain prices is now well
 
established; such period occur twice a year during the
 
approximately four months of price rise. If prices rise
 
by about 5% per month for the four month period (upto
 

April and upto October) they will rise a total of 20%
 
each time and stay within the band suggested by the
 
World Bank.
 

4.50 	Empirical Extension of Hontgomery's Work 

The disaggregated price model developed by Montgomery was
 

uised to evaluate the effectiveness of- OHS program during
 
1982/83 period. Attempts have been made in this study to
 
examine whether the conclusions derived by Montgomery
 
retains its validity in the subsequent years as well.
 
Following the same analytical framework, the regression
 
equations were reestimated using data covering 1983/84 and
 
1984/85 period. The findings of this empirical exercise are
 
summarised below.
 

4.51 	Regression Results for 1983/84
 

The regression model tested remains the same as before:
 

Offtake = a + b (Anticipated Shortfall) + c (SurDef)
 

The variables, however, have been defined in a slightly
 
different way. Anticipated shortfall is represented by
 
shortfall A as defined in Montgomery's work using Expected
 
Price A; i.e. to find the actual lowest weekly price during
 
July-August '83 period and increase it by 5% for every 28
 

days forward to the period when weekly price peaked. SurDef
 
is the 1981 definition of whether the subdivision was on
 
balance surplus or deficit in foodgrain production. This has
 

been documented in Upazila Statistics (1980/81 to 1982/83),
 
Vol. I, Bangladesh Bureau of Statistics. Following offtake
 
variables were considered for testing the regression model
 
using monthly offtake data covering July '83 - November '83
 
period.
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OMS Offtake 1 = 	OMS rice sold during July-September period
 

2 = 	 " July-October period 

3 = 	 " July-November period 

4 = OMS rice and 	Wheat sold during July-Sept period
 

5 = 	 " July-Oct period 

6 ti 	 " July-Nov. period 

7 = 	 OMS rice sold during July-Sept. period plus .58 
times wheat sold during the same period. 

8 = 	 OMS rice qnld duLring July-Oct pcriod plus .58 
times wheat sold during the same period 

9 = 	OMS rice sold during July-Nov period plus .58
 
times wheat sold during the same period.
 

10 = OMS rice sold during the July-Sept. period plus
 
.74 times wheat sold during the same period
 

11 = OMS rice sold during the July-Oct period plus
 
.74 times wheat sold during the same period
 

12 = 	 OFS rice sold during the July-Nov period plus
 
.74 times wheat sold during the same period
 

MR Offtake 1 = 	MR rice sold during July-Sept. period plus .58
 
times wheat sold during the same period
 

2 = 	 MR rice sold during July-Oct period plus .58
 
times wheat sold during the same period
 

3 = 	 MR rice sold during July-Nov period plus .58
 
times wheat sold during the same period
 

All Offtake 1 = 	 Sum of OMS and MR rice and wheat sold during
 
July-September period
 

2 = 	Sum of OMS and MR rice and wheat sold during
 
July-October period
 

3 = 	Sum of OMS and MR rice and wheat sold during
 
July-November period.
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4.52 	The complete set of estimated regressions are presented in 
Appendix 4D. It is readily observed that none of the 
equation gave statistically good fit as measured by R

2 . OMS 
offtake during July '83 - November '83 period either 
separately or combined with MR offtake failed to establish 
any significant relationship with anticipated shortfall in 
Aman harvest and/or surplus/deficit position of subdivision. 
One can possibly offer several explanations for this poor 

performance.
 

(1) 	The total amount of OHS offtake during the period was
 
too insufficient to cover the anticipated shortfall in
 
Aman production deduced from the behaviour of weekly
 
rice prices. OMS offtake during July '83 - November '83
 
period was 38,378 tons which accounted for only 28% of
 
the grain shortfall (134,810 ton) anticipated during
 
the period.
 

(2) 	Twenty seven out of fifty eight subdivisions studied
 
here recorded OHS offtake which was less than 40% of
 
the anticipated shortfall estimated for these
 
subdivisions. Of these, OHS offtake of twenty
 
subdivisions were even less than 20% of the anticipated
 
grain shortfall. On the other hand, OMS offtake for
 
twelve subdivisions were observed to be greater than
 
their anticipated shortfall'. They may have disturbed
 
the greater shortfall - higher offtake relationship
 
postulated in the model.
 

(3) 	Aman harvest in 1983/84 was much more satisfactory as
 
compared to that in 1982/83. Therefore, the rice market
 
was relatively soft during this period in 1983/84,
 
which is reflected in our estimate of anticipated
 
shortfall in Aman production, (which is about half of
 
that estimated by Montgomery for Aman harvest in
 
1982/83). On the other hand, 1983/84 was marked by poor
 
harvest of Boro crop, which must have put considerable
 
pressure on the market during the months preceding the
 

Boro/Aus harvest. OHS offtake during this period was
 
.


much greater in 1983/84 as compared to any other year 

Attempts to establish a meaningful relationship between
 
OHS offtake and anticipated shortfall in grain harvest
 
perhaps could have been more successful during the
 
February '84 - May '84 period.
 

OHS offtake and anticipated shortfall in Aman harvest for
 

each subdivision are shown in Appendix 4F.
 

2 	 OHS Offtake during February--June period was 38% in 1983/84
 
as compared to only 3% and 5% in 1982/83 and 1984/85
 
respectively.
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4.53 Regression Results for 1984/85
 

Following offtake variables were considered for testing the
 
model with data covering 1984-85 period.
 

Oms 	Offtake 1 = OMS rice sold during July-September period
 

2 = " " " July-October " 

3 " " " July-November " 

4 = 	 OMS rice and wheat sold during July-September 
period 

5 = 	 OMS " " " " July-October 
period 

6 	 OMS t " " July-November 
period 

7 = 	 OMS rice sold during July-September period 
plus .58 times wheat sold during the same period. 

8 = OMS rice sold during July-October period plus .58
 
times wheat sold during the same period.
 

9 = OMS rice sold during July-November period plus
 
.58 times wheat sold during the same period.
 

10 = OMS rice sold during July-September period plus
 
.74 times wheat sold during the same period.
 

11 = OMS rice sold during July-October period plus .74
 
times wheat sold during the same period.
 

12 = OMS rice sold during July-November period plus
 
.74 times wheat sold during the same period.
 

13 = OMS wheat sold during July-Septmeber period.
 

14 = to " " " July-October period. 

15 = " 	 " July-November period. 
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MR Offtake 1 = MR rice sold during July-September period.
 

2 = " It " July-October period. 

3 = It it " July-November period. 

4 = MR wheat sold during July-September period. 

5 = MR wheat sold during July-October period. 

6 = MR wheat sold during July-November period. 

7 = MR rice and wheat sold during July-September 

period. 

8 = MR rice and wheat sold during July-October 

period. 

9 = MR rice and wheat sold during July-November 

period. 

All Offtake 1 = Sum of all OHS and MR rice and wheat sold during 
the July-Septmeber period. 

2 = Sum of all OHS and MR rice and wheat sold during 

the July-October period. 

3 = Sum of all OMS and MR rice and wheat sold during 

the July-November period. 

4 = Sum of all OHS and MR rice plus .58 times all OHS 

and MR wheat sold during July-September period.
 

OHS and MR rice plus .58 times all OHS
5 = Sum of all 

and MR wheat sold during July-October period.
 

6 = Sum of all OHS and MR rice pius .58 times all OHS
 

and MR wheat sold during July-November period.
 

Sum of all OHS and MR rice plus 7. times all OHS
7 = 

and MR wheat sold during July-September period.
 

8 = 
Sum of all OHS and MR rice plus .74 times al] OHS
 

and MR wheat sold during July-October period.
 

9 = Sum of all OHS and MR rice plus .74 times all OHS
 

and MR wheat sold during July-November period.
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4.54 	The complete set of regressions are presented in Appendix
 
4E. The performance of OMS program evaluated in terms of
 
estimated regression model is observed to be rather poor.
 
However, a subset of regressions which gave relatively
 
better fit are presented in Table 4.12.
 

Table 4.12
 

Regression Results - Offtake Regressed Against 
Anticipated Shortfall and Su.piu./Deficit Position 

=
Dependant Constant Anticipated SurDef R
 
Variable 
 Shortfall
 

OMS Offtake 1 235.20 27.2 
(2.36)* 

-. 20 
(.55) 

.14 

OMS Offtake 2 396.60 38.00 
(2.17)* 

-.18 
(.30) 

.11 

OMS Offtake 3 437.24 44.07 
(2.24)* 

-.45 
(.66) 

.13 

MR Offtake 1 850.19 -78.33 
(2.44)* 

.19 
(.18) 

.13 

MR Offtake 2 984.24 -88.31 
(2.41 * 

.31 
(.25) 

.13 

MR Offtake 3 1160.01 -105.64 .33 .13
 
(2.44)* (.22)
 

MR Offtake 4 2194.80 -199.51 -. 92 .09
 
(2.14)* (.29)
 

MR Offtake 5 3054.11 -304.00 -.67 .11
 
(2.40)* (.15)
 

MR Offtake 6 3463.72 -341.30 -.64 
 .11
 
(2.38)* (.13)
 

MR Offtake 7 3044.99 --277.84 -.73 .10
 
(2.29)* (.17)
 

MR Offtake 8 4038.35 -392.3 
 -. 36 .12
 
(2.40)* (.06)
 

MR Offtake 9 4623.73 -446.94 -.30 
 .12
 
(2.43)* (.50)
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Of the twelve regression results presented, three relate to
 
OMS offtake and the remaining nine relate to MR offtake.
 
None representing combined OMS and MR offtake is included
 
in the subset'. Thus only three out of fifteen regressions
 
representing only OMS offtake, all nine representing only MR
 
offtake and none involving combined OMS and MR offtake gave
 
relatively better results, as measured by R1.
 

4.55 	Also, it is observed that the three OMS regressions come out
 
wi.th wrong signs for the ASF variable (though with correct
 
signs for the SurDef variable) while all MR regressions gave
 
correct (negative) signs for ASF variable and six of them
 
gave correct sign for both ASF and SurDef variables,
 
although the estimated coefficients of the latter was hardly
 
statistically significant. How can one explain such
 
regression results? In particular, how one can appraise the
 
performance of OMS program in 1984/85 as compared to that in
 
1982/83 which has witnessed, as we observed earlier,
 
effective OMS operations?
 

4.56 	In 1982/63, OMS was initiated in September when market
 
prices rose rapidly-the retail prices of coarse rice and
 
wheat rose about 27% and 37% over procurement prices.
 
Substantial amount of grains totalling about 1.36 lakh tons
 
(of which .60 lakh tons was rice and .77 lakh tons was
 
wheat) was released through OHS, which accounted for about
 
27% of total PFDS distribution during the September-November
 
period. This had an immediate and noticeable impact on
 
market prices of foodgrains. Rice and wheat prices were
 
brought down to about 22% above procurement prices by
 
November 1982 and following the aman harvest in December,
 
market prices of both rice and wheat were reduced to about
 
16% above procurement price of rice and 19% for wheat. Thus
 
OMS operations in 1982/83 was quite successful in containing
 
seasonal price increases within reasonable limits.
 

This contrasts with the results derived by Montgomery (1983)
 
using 1982/83 data, wherein combined OMS and MR offtakes
 
gave better results.
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4.57 	In 1984/85, on the other hand, market prices were already
 
well above trigger prices for initiating OMS as early as in
 
July 1984 due to bad boro and aus harvest in 1984. Although
 
OMS were initiated in July 1984, they accounted for only
 
about 12% of total PFDS distribution during the period. Even
 
when relief di'Lribution is excluded, OMS in 1984/85
 
accounted for only about 15% of total PFDS distribution
 
during the loan season period. Thus the effect of OMS on
 
market prices was much less marked than in 1982/83 (World

Bank Annual Report, 1985). This is also reflected in our
 
estimated regressions (Appendix-4G) linking the OMS offtake
 
with the degree of price decline following the peak period.
 
An additional reason for the relatively modest impact of OMS
 
on foodgrain prices in 1984/85 was a limited amount of rice
 
sold under OMS. Proportion of rice sold under OMS was
 
reduced from about 44% in 1982/83 to about 22% in 1984/85.
 
Since the cross elasticity of wheat to rice is estimated to
 
be only .58, it takes almost twice as much wheat sales as
 
rice in order to achieve the same effect on rice prices.
 

4.58 	Before concluding this section, a few points seem to be in
 
order. OMS is not a regular channel of PFDS in the sense of
 
maintaining an even flow of foodgrain distribution
 
throughout the year. It represents a special channel
 
designed to be activated during th3 lean season when there
 
is presumably greater pressure in the grain market. Timely
 
release of foodgrains as dictated by the OMS trigger prices
 
in adequate quantities to meet the anticipated shortfall
 
should contribute towards arresting the seasonal upswing of
 
prices, particularly in a bad crop year, and thereby serve
 
as an effective tool for moderating sea 3onal price
 
fluctuations in Bangladesh.
 

4.59 	However, if the grain market in any year is not
 
characterised by shortfall due to good prospects of ensuing
 
harvest, then the seasonal price increase may remain
 
confined within the limits set by economic costs of storage

(say, within 20% as suggested by the World Bank). The role
 
of OMS will necessarily be limited in such a situation.
 
Volume of OMS offtake will be smaller because the sales
 
operation will be initiated for a shorter period and also in
 
a limited number of areas. Moreover, in a normal crop year,
 
the price differential between OMS and current market price
 
may not be sufficient to compensate for the quality

difference, inconvenience of distance and queuing costs
 
involved. There will thus be little incentive on the 
part of
 
the consumers to participate in such a programme. The
 
experience with OMS offtake in recent years could be an
 
indicative of this phenomenon. Under these citcumnstances, a
 
larger price differential through fixation of OMS price at a
 
lower level would help in boosting the OMS offtake,if it is
 
needed to do so.
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CHAPTER 5 

ROLE OF PFDS IN REDUCING SPECULATIVE BEHAVIOUR
 
OF RICE TRADERS IN BANGLADESH
 

5A Introduction 

5.1 	 This Chapter is devoted to studying the speculative
 

behaviour of rice traders in Bangladesh. Excessive hoarding
 
during the lean months between harvest arising out of
 

speculative behaviour is generally identified to be an
 

important contributing factor to Bengal Famine of 1943, 1974
 

famine in Bangladesh as well as numerous other famines in
 
the suocontinent during the nineteenth century. Apart from
 
famines, that such speculative hoarding by private traders
 
contribute greatly towards aggravating the food crisis in a
 
bad crop year is now widely accepted. Thus, it becomes very
 

important to identify the main determinants uf such 
speculative behaviour on the part of the rice traders in 
Bangladesh. Also, it is necessary to develop insights into 

the perceptions of grain dealers particularly the 
wholesalers as to the actual and potentilal role PFDS offtake 
can play in dampenity such behaviour. To this end, a field 
survey was conducted among a sarmple ot rice traders to 
generate relevant information which form the basis of much 
of the analysis carried out in this Chapter. Before doing 

that, however, we would like to draw on the findings of two 
recently completed studies (Ravallion, 1985 and Ravallion 
and Van der Walle, 1983) in this field as pertaining tb 

traders' price expectations in Bangladesh rice market and 
the allocative performance of food institutions during 
famine in Bangladesh, These are discussed below in Sections 

5.2(a) and 5.2(b). 

5B Traders Price Expectations in Bangladesh Rice Market
 

5.2 Ravallion's (1985) work offers some evidence on the piice 
forecasting performance of a group of prominent Bangladeshi 

rice traders, surveyed for the pur'ose. Total storage at any 
time will depend on stock holders expectations about future 
scarcity. Thus the concern with private storage raises the 
question of how well stock holders forecast future prices. 

His paper particularly deals with the question of whether or 
not traders price expectation satisfy the condition of 
informational efficiency; in other words, could their price 

forecasting precision have been increased using readily
 

available information? For the purpose of the study, twenty
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eight (28) tradera; in the main wholesale rice market at
 
on each
Badamtali were interviewed at about the same time 

day in the market was open [or three months. The survey was 
conducted about two weeks before the main winter (aman) 

harvest of 1983-84. The sample constituted twenty (20) 
four (4) "retailers". The"aratdars", four (41 "beparis" and 


following comments give an overview of the results:
 

the prices fairly well; the standard
5.3 (a) 	 Expectations track 

deviation 	of the forecuasting error Is a ,out 2% of the 

the var iance i, quite high; tileMean pr ice. But 
about 1.9. And a tendency
coefficient of variationi is 

to underestimate is apparent, particularly in December 

and early January, the period when the new harvest 
it is not 	hard to achieve quite
arrives. Of course, 


precise forecasting of the day-to-day movements of a
 

highly autocorrelated variable; static expectation will
 

often do the trick. But they will rarely be
 

efficient 	and could yield substantial
informationally 

biases in storage decisions (relative to a rational
 

expectation storage rule) if prices become highly
 
unstable.
 

very high level 	 of agreement
5.4 	 (b) Overall there was a 


amongst the traders concerning their price
 

expectations, although, some of this way be due to the
 

interviewing process itself. Of the 231 distinct
 

correlation coefficients between the first differences
 

of the (log) price expectations of the 22 regularly
 
.7 and all except one
interviewed traders, 164 exceed 


are significant at an 1% level.
 

5.5 	 Ravallion conducted a number of econometric tests to examine
 

whether there is any forecasting bias in the sample and the
 

nature of such forecasting bias, if there is any.
 
tested by 	regressing realizations
Forecasting bias 	can be 


against their forecasts, and then testing the appropriate
 
regression
unbiasedness restrictions using calculated 


The results of these tests are
coefficients and residuals. 

summarised below:
 

5.6 	 Forecasting errors (exp-cted minus actuals) are found to be
 

positively correlated with expectations. Thus at any point
 

in time, there is a critical value of each trader's price
 

expectation, above which future price can be overestimated
 

and below which it will be underestimated. The turning point
 

in the direction o|! bias varies quite a lot amongst the
 

traders. For most traderf;, these figures are contained
 

within (or are reasonably close to) the range of the data,
 

although underestimation is more common than overestimation
 

most marked during 	the harvest
for all traders. This seems 


period. At the same time, there is a universal tendency to
 
price chaiges, and in
overestimate the absolute magnitude of 


this sense, expectations tend to be more volatile than
 

realizations.
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5.7 	 Ravallion also used a composite model embodying both bias
 
and efficiency tests of forecasting and observed that when
 
the two sources of forecasting bias were nested within one
 
model, forecasting errors were more consistently correlated
 
with forecasts than with past realizations.
 

5.8 	 A future implication of informationally unbiased forecasting
 
is that changes in the expectations in the price to prevail
 
at a fixed future date should be unpredictable on the basis
 
of current information. Therefore, terminal price
 
expectations as a martingale was also investigated by
 
Ravallion. The results of this test can be summarised as in
 
the following:
 

5.9 	 The -terminal price forecasts for a majority (but not all) of
 
the i-aders turn out to be inconsistent with informationally
 
eff4 :nt forecasting. The martingale property can be
 
reasonably rejected for either first or second differences
 
for 14 traders. It may be noted that the finding seems to be
 
in marked contrast to the results of numerous tests of the
 
efficiency market hypothesis for future and other
 
speculative price in developed countries. While this
 
comparison suggests greater informational inefficiency in
 
Bangladesh rice markets, one should note that it is probably
 
a good deal easier to find such inefficiency at the
 
individual level than in futures market prices; since the
 
latter will improve forecasting performance by aggregation.
 
Thus, the present results do not imply that, if an organized
 
futures market for rice existed .n Bangladesh, it would be
 
inefficient. Rather, the results suggest that relevant
 
allocativw; decisions made in the existing spot market will
 
depart significantly from those based on informationally
 
efficient price expectations.
 

5.10 	The overall conclusions that emerge from Ravallion's study
 
investigating into the price forecasting performance of
 
Bangladesh rice traders may be briefly summarised below:
 

5.11 (a) The restrictions implied by the unbiasedness of one
day-ahead price forecasts are convincingly rejected on 
the basis of residual variance tests at the individual 
level. The martingale model of price forecasts Zor a 
terminal date is also rejected as a generalizations of 
traders' forecasting behaviour. Overall, "Informational 
efficiency" seem to be a poor characterization of 
expectations formation in this market. 

5.12 (b) A striking results of the bias tests is the universal 
tendency of the traders to overestimate price changes: 
forecasting errors (expected minus actual) are 
positively correlated with forecasts. There exists a 
critical level of expectations below which future 
prices are underestimated and above which they tend to 
be overestimated. 
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5.13 	However, these results, as the author himself admits, beg a
 
number of questions. The behavioural reasons for the
 
revealed pattern of forecasting bias remain unclear. This is
 
also true of the potentially very important implications for
 
storage and price formation.
 

5C 	 The Allocative Performance of Food Institutions
 
During a Famine
 

5.14 	Revallion and Van der Walle (1983) has examined the
 
allocative performance of food institution in Bangladesh

during the famine of 1974'. Their work was primarily
 
designed to develop applicable methods for assessing the
 
performance of markets and governments in allocating food
 
consumption over time when food production is discontinuous
 
and uncertain. Applications have been made to Bangladesh
 
during the post-independence period, including the 1974
 
famine.
 

5.15 The issue is particularly important in in economy such as
 
Bangladesh which has suffered repeated food crisis in recent
 
times, many of which have been blamed on the poor allocative
 
performance of food institutions. In the case of the 1974
 
famine, this view gained credibility from the knowledge that
 
despite heavy flooding during the year, current aggregate
 
production reached a local peik. if the famine was not due 
to decline in aggregate food availability then there must be 
a strong presumption that the inter temporal and/or 
interpersonal allocation of consumption was at fault. In
 
Sen's terminology, the famine was one of "trade entitlement
 
failure" rather than "food availability decline". The
 
following sections summarise the methods used in this study
 
in examining the allocative performance of foodgrains
 
market, and some aspects of the government activities, as
 
well as the preliminary findings in applying these methods
 
to the 	Bangladesh famine of 1974.
 

.....--------------------------------------------------------------
1. 	 Although the analysis has been carried out 
in the context of
 

the famine of 1974,the -mplications have much relevance for
 
other period with varying degrees of food crisis in
 
Bangladesh
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toe i:ib excessive ifstock 1olders'overestimate future prices 
and could have' reduced their" forasting - using 

Snot 


errors 

available, .information. The; criterion fdr informational 

feiciencyt can;,be developed-.into a test f0rimarket 
data on,i.operformancesusing Clearly,realised msarket .price.. 

, :,-,+/+ , It- s desir.ble that private storage shoaeild espood to 
7futuzie ,tscarcf'ty and: then, so ,should the spot, pricrk of a 
storable, good. WButi it ':is Qnot so- cle'ar -that 'such a 

-;relationship should-exist indepo.ndently of future prices. If 
* there con~vincing evidei~ce that readily available,'
-is 


information on likely future sse-arcity affected current price
 

Independently' of realis :!.a.ture prices then'it Is 
-conclh'.
reasonable to -. 'thi- that market prices do not, 

to refrlectamadjust rrri -<orthat the Information on 
'fiuture scarcity !-,J biased price forecasts.; In, 
either case, markete stoi. well.stitorring 


5.18 	The propo'sed 4methodL' - L q uir&' a -careful econometric,''j~
modelling of foodgrain ).e 1, When productionn determination. 

Is discontinuous, ,curre.-' 't'ice ivi1 'depend, in part, onth " 
- xpectatio held by storage agents about- future prices. But" 
''price .expectations, cannot usually Ybe - observed. 1 
expectations are rational in the Muthian sense'then one can 

- ' ~ tre at actual futur'6 prices as a measure of expected future, 
prices with a~measurement -error which is uncorrelated with.', 
existing -information., This, can be dealt',, with ,by ar. 

~~-~,, appropriate instrumental variable estimator. The resulting 
procedure is the "error in variable" method 4for econometric> 4. 
Thmoesincorpo ating rational expectations. 

- ' - - -1-105 	 r 

j ,i

.. ..... Aa 



5.19 	However, one can visualise a situation where the errors made
 
in forming price expectations do not satisfy the muthian
 
condition in that the forecasting errors are correlated with
 
information which are available at the time expectations
 
were formed. If one has a prior belief about the nature of
 
that information t!,Qn this can be incorporated explicitly
 
into a modified error in variable method of estimation. In
 
particular, on*e can suppose that current price is a
 
stochastic function of future price and the variables which
 
are thought to bias expectations. Thus provided there are no
 
identification problem (e.g. that the relevant information
 
is not also a determinant of current production), one can
 
set up the price determination model in a form which has the
 
rational expectation hypothesis nested within a general
 
model and testable as a parameter restriction.
 

5.20 	Two important measurement problems are posed by the choice
 
of these variables which are hypothesized to be correlated 
with price forecasting errors. 
First, it should be highly plausible that the chosen 
variables were information available at reasonable cost to
 
stock holders at the time they formed their expectations.
 
Second, to avoid identification problems, the chosen
 
variables should not also be determinants of current
 
production or consumption.
 

5.21 In dealing with the first problem, the authors used
 
information contained in past newspaper reports of crop
 
damage and government activities. Daily Bangladesh newspaper
 
have been used to make a count of the number of reports of
 
crop damage each month during the period. All reports of
 
damage likely to affect current rice output or time profile
 
of future output have been counted. In dealing with the
 
second problem, the information contained in the rice crop
 
calender has been combined with the reports on crop damage
 
to construct an index of recent damage to future output.
 
Then, the index ignores reports of crop damage likely to
 
affect production in the current month.
 

Government Activities in Foodgrain Market.
 

5.22 	Many governments purchase foodgrains at the time of harvest
 
and sell. in the lean months, usually by rationing at low
 
prices. One often finds, particularly in a food crisis, that
 
this form of direct market intervention is accompanied by
 
(or even abandoned in favour of) government promises or
 
threats to take further action in the near future. Examples
 
include promises to increa. e food imports and threats to
 
take coercive action against stockholders.
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5.23 	The effects on markets of this turin of government activity
 
do not seem to be well understood, partiqularly when private
 
food storage is possible but traders face uncertain future
 
prices. The authors have examined the causes and effects of
 
promises as a distinct form of government activity. Promises
 
are 	 viewed as a political response to unstable market
 
conditions. As well as influencing the price expectations of
 
individual traders, government promises and announcements
 
are 	 seen to alter the distribution of information amongst
 
tradets. Thus, promises may destabilise markets. The
 
quantitaive arnalysis of the govern;ment's promises in post
independence Bangladesh have been based on detailed
 
monitoring of daily newspaper reports of the government's
 
intentions to t, <e an action aimed at effecting conditions
 
in rice markets.
 

Main 	Findings of the Study.
 

5.24 	(a) The econometric method of modelling rice price
 
determination outlined above has performed well in
 
reproducing a monthly time series of rice prices in
 
post-independence Bangladesh, including the dramatic
 
changes in the latter half of 1974. The results
 
indicate that newspaper reports of future crop damage
 
had a highly significant positive effect on current
 
rice prices during the period, and that this effect
 
existed independently of future prices.
 

5.25 	The main interpretation offered for this empirical finding
 
assumes that rice prices adjust competitively to clear
 
markets. Although the adjustment needs not be instantaneous,
 
it is assumed that tLaders believe that future prices
 
adequately reflect the future scarcities on which their
 
storage decisions depend. This interpretation supports the
 
conclusion that traders' price forecasting errors were
 
correlated with readily available information (n damage to
 
the future harvest. Thus private sector storage was
 
excessive during the famine when compared to the likely
 
outcome under competitive conditions with well informed and
 
rational price expectations.
 

5.26 	(b) Preliminary results support the view that the
 
Bangladesh government's numerous promises to take
 
action in rice markets during 1972-75 were motivated by
 
high rice prices and food shortage. In making its
 
promises, the government was constrained by its
 
foodgrain stocks and also aimed for a reasonable
 
balance between its recorded actions and its past
 
promises. However,their results do not support the view
 
that the government's promises as opposed to the
 
actions themselves, had the effect of lowering traders'
 
price expectations. They conclude that traders did not
 
reduce their rice stocks in response to the
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government's promises; if anything, their effect on
 
expectations was price de-stabilising. On the other
 
hand, 
 a potential remained for limited stabilisation
 
using immediate intervention on the supply side,
 
although this possibility was severely constrained by

the low level of public food grain stocks at critical
 
times during 1974.
 

5D Behaviour of Rice Traders in Bangladesh-Findinqs of a Sample Survey
 

5.27 As mentioned earlier, attempts were 
 made to collect
 
information through field survey from a sample of rice
 
traders in Bangladesh. The survey was so designed as to
 
elicit information pertaining to rice traders 
 behaviour
 
particularly with respect to 
their stocking decisions, and
 
how 	these decisions are affected by various PFDS operations

in Bangladesh1 . We first discuss the size and composition of
 
the sample and some aspects of rice markets in Bangladesh.

This will be followed by an analysis of the factors
 
influencing stocking decisions of rice traders, 
and 	 also
 
what significance they attach to the operation of PFDS in
 
Bangladesh.
 

Size, Composition 	and Some Data Characteristics in the Sample.
 

5.28 	Thble 5-1 shows what categories of traders were interviewed,
 
their size and the location in which the survey was carried
 
out.
 

Table 5-1
 

Size 	and Composition of the Sample in Traders Survey..
 

Category 	 Location 
 Sample Size
 

I Wholesalers 
 42
 

(a) Bepari 
 11
 

(b) Aratdar 	 Badamtali (9), Babubazar (4) 13
 

(c) General 	 Mirpur (7), Kowranbazar (2) 9
 

(d) Miller Mirkadim (4), Ferangibazar (3)
 
Others (3) 9
 

II Retailers 	 Malibaghbazar (3),Thataribazar (3)
 
Kowranbazar (4),Fakirapulbazar (2) 12
 

.-----------------------------------------------------------------
1. 	 A translated version of the Questionnaire used in the survey


is appended with this report in Annex
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is quite evident from Table 5-1 that in total fiftyfour
5.29 It 

(54) 	 traders were interviewed, of which fortytwo (42) were
 

retailers.
wholesalers and the rest, twelve (12) were Four
 

categories of wholesalers were identified for the survey,
 

namely bepari, aratdar. general wholesaler and miller
 

wholesaler'. The field survey was carried out in various
 

markets in Dhaka City and its surrounding areas during the
 

third and fourth w~ek of November (Nov.16-Nov.24), 1985.
 

5.30 Tables 5.2A through 5.2D present information with respect to
 

some socio-demographic and functional characteristics of
 

various categories of rice traders in the sample.
 

Table 5.2A
 

Age and Educational Level of Different Categories of Traders.
 

Education
Category 	 Age 

Mean Coefficient Mean Coefficient of
 

(Years) of Variation (School Years) Variation
 
(Percentage) (Percentae)
 

45.7
I. Wholesalers 38.3 31.2 6.9 


,a) Bepari 34.4 26.9 6.8 	 49.7
 

(b) Aratdar 42.2 27.7 8.9 	 29.7
 

4.2 	 71.3
(c) General 34.0 10.5 


7.4 	 50.5
(d) Miller 42.9 36.9 


II. Retailers 37.8 32.4 5.6 	 45.3
 

Source: Traders' Survey, 1985.
 

Note: Generally, the bepari wholesalers buy rice or paddy from
 

the primary markets and sell them to retailers either
 

directly or through agents. 
 The aratdar wholesalers procure
 

rice from the primary markets through farias and salaried
 

agents and sell them direct to the retailers. The general
 
or from the
wholesalers buy either from the primary markets 


them to
millers or even the growers through farias and sell 


the retailers. The miller wholesalers purchase paddy through
 
into rice before selling
intermediaries and mill themselves 


it to the retail traders.
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Table 5.28
 
Variety'of Rice Traded by Different Categories of Traders
 

Coarse Mediua Fine 
Category Hean CV. Kean C.V. Mean C.V. 

I.Wholesalers 43.3 21.4 31.2 30.5 11.5 85.9 

(a)Repari 28.8 53.5 31.7 35.1 32.5 90.4 

(b)Aratdar 53.8 21.0 32.7 26.7 13.5 58.5 

(c)General 43.3 28.8 40.0 22.8 16.7 46.9 

(d)Miller 46.7 26.4 42.9 32.1 10.4 40.2 

II.Retailers 33.5 24.3 49.2 13.3 17.3 44.4 

Table 5.2C
 

Type ofNarket Information Needed by Different Categories ofTraders.
 

Category Crop Condition Rice Price Market Arrival Market Stock 

I.Wholesalers 47.6 1.88 15.2 

(a)Bepari 45.4 100.0 100.0 

(b)Aratdar 46.2 69.2 100.0 

(c)General - 100.0 100.0 

(dIKiller 100.0 88.1 77.8 -

I. Retailers - 91.7 100.0 8.3
 

Note: 	 The figure indicate the percentage ofrespondents with positive
 
responses intotal saiLple
inthat 	category.
 

Source: Traders' Survey 1985.
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Table 5.2D
 

Means Through which Market Infornation Collected By Different
 
Categories of Traders 

Category Radio Telephone Newspaper Market 
Visit 

Other 
Dealers 

Transport 
Agents 

I.Wholesalers - 18.0 - 78.6 88.1 4.8 

(a)Bepari 72.7 54.5 72.7 5.1
 

(b)Aratdar 100.0 23.1 46.2 7.7
 

(c General 33.3 100.0 11.7 

(d)Miller 22.2 - ?7.8 88.9 -

II.Retailers - - - 61.7 75.0 11.7 

lote: Sate as inTable 5-2C
 
Source: 	Traders' Survey, 1985
 

5.31 	Average age and education level of different categories o:
 
traders in the sample are presented iA Table 5.2A. It it
 
observed that there is virtually no difference in th
 
average age (and also its variability) between the two majoi
 
group of traders, wholesalers and retailers - with at
 
average age of about 38 years showing about 38% variabilit]
 
in the sample. The level of education as measured by th(
 
number of school years attained by the wholesalers i!
 
somewhat higher than that of the retailers - 6.9 school
 
years among the former as compared to 5.6 school years amonc
 
the latter. Both the groups display similar variability it
 
the sample. Within the wholesalers group, however, one
 
observes considerable differences in the level of education,
 
with aratdar attaining the highest level (8.9 school years]
 
and general wholesalers the lowest level (4.2 school year).
 
It is also observed that the traders with the highest
 
education level show lowest variability in the sample ane
 
vice versa.
 

5.32 	Table 5.2B shows the relative importance of different
 
variety of rice traded by various category of traders in the
 
sample. The wholesalers as a group traded more in coarse
 
variety of rice than in medium variety. This is
 
particularly observed in case of aratdars. Retailers, on the
 
other hand, seem to be trade more in the medium quality
 
rice. For both the groups, fine variety of rice featured
 
rather insignificantly, accounting for about 1/5th of their
 
total volume of transactions. Bepari would appear to be the
 
sole exception - fine rice claiming about 1/3 of the share
 
in their total trade as recorded in the sample survey.
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5.33 Regarding the type of market information required by the
 
of rice
traders, it is observed (Table 5.2C) that price 


feature rather prominently in the sample. This remains true
 

for the respondents engaged in both wholesale and retail
 

trade. About half of the respondents in the wholesalers
 

group (but none among the retailers) also indicated crop
 

condition as an additional factor entering their information
 
package.
 

5.34 Among the means through which information are collected
 

(Table 5.2D),the exchange of information with other dealers,
 

market visits and telephone, in that order, were cited more
 

frequently in the sample particularly for the wholesalers,
 

though some variation were observed within themselves.
 

Telephone as a means through which information collected did
 

not feature at all among the retailers while neither radio
 

nor newspaper were cited as an important means through which
 

market information collected by either of the two groups.
 

Factors Affecting Stocking Decisions of Rice
 
Traders in Bangladesh
 

5.:'5 	As mentioned earlier, an important objective of trader's
 

survey was to generate information that would facilitate
 

our understanding of the decision-making proces of rice
 

traders particularly with respect to their stocking of
 

foodgrains. In particular, attempts were made to identify
 

the factors-both general factors as well as factors specific
 

to the operation of PFDS that affect their stocking
 

decisions. The results of the field survey pertaining to
 

such 	behaviour are presented in Tables 5.3A through 5.3E.
 

Table 5.3A
 

Average Period and Amount of Stock by Different
 
Category of Traders
 

Category Buy More and Average Period Average Amount
 

Sell Less Now of Stock of Stock
 
(Percentage) Mean C.V. Mean C.V.
 

(days) (%) (maund) (%)
 

86.7 4.9 43.9 202.8 76.2.
1. Wholesalers 


90.9 3.6 22.2 69.2 77.2
(a) Bepati 


(b) Aratdar 76.9 4.0 33.5 315.0 81.5
 

(c) General 100.0 6.0 60.0 168.0 75.8
 

(d) Miller 77.8 6.6 28.9 258.6 67.2
 

6.5 	 12.5 134.6
II. Retailers 66.7 	 15.4 
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Table 5.3B
 

liaact ofFuture Price on Stockioq Decisions of
 
Different catemory ofTraders
 

Category ?omorrov's 
Price 

1.Wholesalers 40.5 

(a)Depari 45.4 

I)Acatdar 61.5 

(c)General 44.4 

(d)Hiller 11.1 

II.Retailers 25.0 

Price Expected 

Afte 3days 


21.4 


45.4 


-

22.2 


22.2 


66.7 


?able 5.3C
 

Price Rxpected Price Expected
 
Next Veek Next Month
 

21.6 

9.1
 

15,4
 

33.3 

66.7
 

1.33
 

General 	Factors Affecting StockiiiqDeci.sionof
 
Different Categnry of Traders
 

Category Present harket Rice Other Tiaders' Future
 
Condition Harvest Behaviouc Scarcity
 

1,Vholesalers 69.0 30.9 47.6
 

(a)Bepari 54.5 18.2 63.6
 

(b)Aratdar 61.6 23.1 46.1
 

(c)General 1O0.0 33.3 11.1
 

(d)Miller 66.7 44.4 66.7
 

I1.Retailers 66.7 8.3 75.0
 

Notes: 	 The Figures indicate the percentage ofrespondents with positive
 
responses inthal category.
 

Source: 	Tralers' Survey, 1935
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Table 5.3D
 

PFDS Factors Affecting Stocking Decisions of
 
Different Categoy of Traders
 

Category Ration 
Price 

Ration 
Quota 

Ration Open Market Import of 
Offtakr Sale Foodgrains 

Govt. Stock 
of Foodgrains 

I. Wholesaler - 95.2 90.4 4.8 

(a)Bepari - 100,0 100.0 

Ib)Aratdar - 84.6 69,2 7.7 

(c)General - 100,0 100.0 11.1 

(d)Miller - 100.0 100.0 

II,Retailers - 91.7 58.3 16.7 

Table 5.3E
 

Impact of Open Market Sale (ONSlon Stocking
 
Decisionsof Different Category ofTraders.
 

Category Awareness Rffectiveness in Affeuting kaount of Stock
 
of OS Checking Price Rise Stocking De- Likely tobe Affected
 

cisious
 

Yes No Yes No Yes No
 

I.Wholesaler 100.0 - 100.t - 95.2 48 92.0 11.1) 

(a)Bepari 100.0 100.0 84.6 15.4 100.0 (14.0)
 

(b)Aratdaz 100.0 U10.0 100. - 76.9 (9.5)
 

(c)General 100.0 100.0 100,0 - 100,0 (11.1)
 

(d)Miller 100.0 100.0 100.0 - 100.0 (9.4) 

If,Retailers 03.3 16.7 100.0 - 91.7 8.3 75,0 I8.3) 

lotes: Figures inparenthesis indicate the quantitative impact ofONS ontraders stocking 
decisions, inparLicular, what proportion of traders' total amount of stock likely 
tobe affected by OILS. 

Source: Traders' Survey, 1985. 
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5.36 	Table 5.3A shows that there is an overwhelming tendency on
 
the part of the traders, particularly among the wholesalers
 
to resort to stocking of foodgrains in tha event of an
 
expected production shortfall. Within the wholesaler group,
 
this tendency is observed to be more pronounced among
 
beparis and general wholesalers. Surprisingly though, the
 
average period of stocking is observed to be greater for the
 
retail t:aders (6.5 days) as compared to the wholesalers
 
(4.9) days.The difference, however, may not be statistically
 
significant, particularly for general wholesalers and
 
millers. As expected, the average amount of stock as
 
recorded in the sample, is considerably greater (about
 
fifteen times) for the wholesalers as compared to the retail
 
traders. There are noticeable variations within the 
wholesalers group, with aratdar recording the largest (315 
maunds) and benari the smallest (69 mds). 

5.3'/ The impact of future price on stocking decisions of
 
different category of traders are shown in Table 5.3B. It is
 
readily observed that the traders; both wholesalers and
 
retailers, stocking decisions are influenced by prices
 
expected in the future but that the time frame of such price
 
expectations is confined to only seven days'. Within this
 
one-week time frame, however, there are considerable
 
variations in price expectations affecting stocking
 
decisions between the wholesalers and retailers and among
 
the four category of wholesalers. About two-fifth of the
 
wholesale traders are observed to be influenced in their
 
stocking decisions by one-day-ahead (tommorow's price) price
 
expectation, about one-third by one-week ahead price
 
expectation and only about one-fifth by three-day-ahead
 
price expectations. More retail traders, on the other hand,
 
are motivated in their stocking decisions, by three-day
ahead price expectations (about two-third of them) than by
 
one-i v-ahead (about one-fourth) or by one-week-ahead (only
 
8%) pt-.: expectations. Among the wholesalers, aratdars are
 
influenced by tomorrow's price most (about 60% of them) and
 
the miller wholesalers least (only 11% of them), while the
 
miller wholesalers are motivated in their stecking decisions
 
by one-week-ahead price expectations most (about two-third
 
of them) and the beparis least (only about one-tenth of
 
them).
 

1. 	 This is also confirmed by responses to "others" category
 
(referring to future prices for the periods not specified)
 
which represented only 5% of total sample among the
 
wholesalers and none among the retailers.
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5.38 	Table 5.3C shows the relative importance of different
 
factors affecting stocking decisions of various category of
 
rice traders in Bangladesh. It is observed that for most o
 
the wholesalers, present market condition seems to an
 
important factor affecting their stocking decisions. Also,
 
about half of the wholesalers take into consideration other
 
traders' behaviour arid one-third of them the condition of
 
rice harvest in making their stocking decisions. Retailers,
 
on the other hand, cite both present market condition and
 
other traders' behavioui as almost equally frequently as
 
factors affecting their stocking decisions. A very few
 
consider the condition of rice harvest as a relevant factor.
 
It is significant to note that none in the sample consider
 
future scarcity as a factor influencing his stocking
 
decision.In our context this makes sense only when the
 
future refers to a time period not exceeding one week as we
 
observed earlier while discussing the role of price
 
expectations in tiaders' stocking decisions.
 

5.39 	Next, we attempt to analyse the set of factors specifically
 
related to the operation of PFDS that affect traders'
 
stocking decisions. This is done on the basis of results
 
shown in Table 5.3D. It is readily observed that none of
 
ration variables, such as ration price, ration quota and/or
 
ration offtake entered into the stocking decisions of rice
 
traders in our sample. This is true for both wholesale and
 
retail traders. On the other hand, more than 90% of traders
 
in both the wholesale and retail groups consider open market
 
sales (OMS) of foodgrains by the Government as a factor
 
affecting their rice stocking decisions. This remains true
 
for almost every category of traders amrong the wholesalers
 
as well. Import of foodgrains by the government also feature
 
rather prominently as a factor affecting traders' stocking
 
decisions. This is more pronounced among the wholesalers
 
(almost each category) as compared to the retailers in the
 
sample. Very few in the sample, however, consider government
 
stock as a factor affecting their stocking decisions. Thus
 
traders' stocking decisions would seem to be influenced by
 
the expected build up of government stock through import of
 
foodgrains rather than by its existing stock.
 

5.40 	We have already observed that government OMS operation seem
 
to play an important role in traders' stocking decisions.
 
This happens because most of the traders (all wholesalers
 
and more than 80% of retailers) are aware of such an
 
operation and also believe that it is effective in arresting
 
the price hike during the lean period'.
 

...................................................................
 

1. 	 It is also observed that the impact of OMS on traders'
 
stocking is confined to the period in which such operation
 
is actually carried out.
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Such conclusions emerge from the results shown in Table
 
5.3E. It is also observed that more than 90% of wholesalers
 
and 75% of retailers consider the OMS operation as an
 
important factor influencing the amount of rice they decide
 
to stock but that the impact is likely to be quantitatively
 
insignificant-only 11% for wholesalers and 18% for retailers
 
in the sample. Also, not much variation is observed among
 

different categories of wholesalers in this respect. Our
 

survey findings with respect to OMS, therefore, underscore
 
the need to devise appropriate measures for greater
 

involvement of private rice traders in the public food
 
distribution system.
 

5.41 Attempts were also made to ascertain whether the existing
 
restrictions on foodgrain storage adversely affect the
 
traders in their business transactions, in particular
 
whether such restrictions forces them to incur losses. The
 
results are shown in Table 5.4. It is readily observed that
 
most of the respondents replied negatively to such a 
querry, both among the wholesalers and retailers. Similar 

were obtained when asked whether various govt.responses 

regulations in rice trade increased their cost of operating
 
business. Again, most of the traders in different category
 
replied negatively excepting beparis, most of whom felt that
 
their cost increased due to the existence of various rules
 
regulating rice trade in Banglade~sh. The amount of such cost
 
increase, however, is not significant-only 6% of their total
 
cost of operation.
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Table 5.4
 

Impact of Government Regulationson lice Trade
 

Category Does restrlctlns on Does existing govt. Amount of sucb In
storage of food- regulations on lice creased cost of ope
grains forces youto trade increase your ration
 
sell at a loss? cost ofoperation?
 

(Mean)
 
Yes No Tes to
 

I.Vholesalers 4.1 69.0 21.4 61.1 6.
 

(a)Repari 9.1 63.6 63.6 27.3 6.0
 

(b)Aratdar 7.7 46.2 - 61,5 

(c General - 100.0 22.2 E1.7 6.0 

(d)Miller 	 77.8 - 100.0 

I[.Retailers 66.7 8.3 51.3 5.0
 

lotes: 	 The figures indicate the percentage of respondents intotal sample inthat
 
category.
 

Source: 	Traders' survey, 1985.
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CH.ATER 6 

PRINCIPLE OF SETTING RATION PRICES OF
 
FOODGRAINS OVER TIME
 

6.A Introduction
 

6.1 	Setting of ration prices over time constitute an important
 
aspect of policy making in Public Foodgrain Distribution
 
System. A host of considerations come into play in fixing
 
these prices at an appropriate level. What is considered
 
appropriate in turn depends largely on what policy objective
 
ration prices are designed to achieve in the first place.
 
Moreover, the factors considered relevant in determining
 
prices of foodgrains distributed through rationing display
 
considerable variations over time and hence they need to be
 

revised periodically. A framewerk is, therefore, needed to
 

serve as a guide as to how the ration prices of foodgrains
 
should be set ovez time. Such a framework incorporating
 

factors such as consumers' income, prices of foodgrains in
 
the open market,procurement prices etc. has been developed
 
in Section B. In Section C attempts have been made to apply
 
the suggested principle empirically in the context of PFDS
 

in Bangladesh. The nature of trade off involved are also
 
brought out clearly in this Section.
 

6.B 	 Settinq of Ration Prices over Time-Analytical Framework
 

6.2 	 Ration prices of foodgrains over time may be set keeping the
 

following objective in view:
 

6.3 	 To protect consumer welfare in the face of changes in his
 

money income and prices while maintaining fiscal burden (due
 
to budgetary 3ubsidy on foodgrains) of the government within
 

reasonable limit.
 

6.4 	 Consumer welfare in our context will be somewhat narrowly
 
interpreted in terms of maintaining his foodgrain
 

consumption at the current or at some desired level. This is
 

perhaps justified because ration price represents just one
 
of the many policy instruments at the disposal of the
 

government and hence its use may be restricted to achieve a
 

particular aspect (and not overall) of consumer welfare. The
 

framework of analysis incorporating such an idea is outlined
 

below.
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Framework of Analysis
 

6.5 Let The consumers' income at 
the base year be Y_ and let the
proportion of his income spent on 
rice and wheat be a, and
 a- respectively. 
Let the market prices of rice and wheat be
PP_ arid P... and ration prices of 
rice and wheat be P,_ and
PM, Also, let the ration quota of rice and wheat be
represented by Q, and Q-, 
and let b, and b-be the proportion

of rice and wheat quota actually drawn during the period. We
can then define his base-year consumption level of rice and
 
wheat as
 

(aY - Ppo. b, O_ )
b, , +............ 
 (I)
 

PM(1
 

(aY. - P"o b, Q-)
 
W_=b-Q.-+ -----................ 
 ......... (2)
 

PPR
 

6.6 Using equations (1) and (2), 
 it may be easily ascertained

how much changes in ration prices is needed to offset the
impact of 
any given changes 
in his money income and market

prices 
 in order to maintain his base-year consumption of
foodgrains. This 
 would assist in setting the ration prices
at appropriate levels 
in the event of some specific changes
in consumers' money income and market prices of 
foodgrains.

This is demonstrated below.
 

6.7 Let consumer's money income change from Y_ 
to Y1 and market

prices 
 of rice and wheat change from PP_ and
to P P!o
to P-h respectively. Using equations (1) and 

1 
(2) one 
 can


easily compute the level 
 of ration prices required to
maintain his base-year consumption of foodgrains (R- and
 
W_), as shown below.
 

aYj - PPm (Ro.-bD.,) 

.............. (3) 

a-Y, - Pm1 (W--b-O-)
P . . .---------- ---------..................


(4) 
b Q
 

It can also be shown that
 
Pft >% P1,.o as a, (Y 1 -Y-) . (F'P, - FPo) (P.- b, 0, 5)
and ', 

as a_ 
cY ) (P P- (W. bQW) ... (6) 
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6.8 	 In other words, an increase in consumer's money income
 
accomparied by an increase in market prices of foodgrains
 
may lead to an upward or downward revision of ration prices
 
depending on the relative magnitudes of such income and
 
price changes appropriately weighted as shown in equations
 
(5) and (6).
 

6.9 	 To maintain foodgrains consumption in the face of rising
 
prices in the open market through appropriate adjustments In
 
ration prices is an important objective of PFDS which the
 
government would like to persue. However, it is necessary to
 
ensure that the persuance of such an objective does not
 
impose an excessive fiscal burden on the government. The
 
level of budgetary subsidy on foodgra.ns should not exceed a
 
reasonable limit. This may be examined in the following way.
 

6.10 	Budgetary subsidy on foodgrains (BS) is usually calculated
 
as the difference between expenditure on food account (E)
 
and receipts from public sale of foodgrains (S). In other
 
words,
 

BS = 	 (E - S) ....... (7)
 

Where E (PQr + PCQW) + PrOr + P.Q-) + H...... (8) 

S = (P"Ql + P1Q,.,) + J + K. .. 	 ...... (9) 

P = 	 Domestic procurement price of rice 

P = 	 Domestic procurement price of wheat 

Q1= 	Amount of domestic rice procurement
 

Q1 = 	Amount of domestic wheat procurement
 

P= 	 Import price of rice under cash purchase
 

P-= 	Import price of wheat under cash purchase
 

Q1= 	Amount of rice import under cash purchase
 

U= 	 Amount of wheat import under cash purchase
 

= Amount of ration offtake of rice 

Q= 	 Amount of ration offtake of wheat
 

H Cost of import of foodgrains under aid (grant and loan)
 
including incidental/distribution cost.
 

J = Receipts from public sale of foodgrains other than ration
 
offtake
 

K = Value of changes in stock of foodgrains during the period.
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We have already shown earlier that the ration prices
 
consistent with base year foodgrains consumption for income
 
level Y, and market prices, P ± and Pw are P1L and P.1 ..
 
Corresponding to this new set of ration prices the level of
 
budgetary subsidy may be calculated using equation (7), (8)
 
and 	 (9) given the procurement prices of rice and wheat,
 
amount of domestic procurement, imports under cash purchase,
 
import prices, and ration offtake of foodgrains. If the
 
calculated level of budgetary subsidy does not exceed the
 
limit considered acceptable, then the exercise stops here.
 
We can then say that the level of ration prices have been
 
set 	 in such a way that they are consistent with the
 
objective of maintaining consumer welfare (in the sense we
 
have 	defined here) without imposing excessive fiscal burden
 
on the government. The latter may be judged in terms of some
 
given criterion such as proportion of budgetary subsidy in
 
total food expenditure or in public development expenditure
 
or in total tax revenue.
 

6.11 	If, on the other hand, the calculated budgetary subsidy
 
exceeds the acceptable limit, then this would call for an
 
upward revision of ration prices. Any upward adjustment in
 
ration prices, however, will mean that the base-year
 
consumption of foodgrains cannot be maintained. There is
 
then clearly a trade off here between supporting foodgrain
 
consumption at a given level and maintaining budgetary
 
subsidy within an acceptable limit. The magnitude of such
 
tradeoff, however, can be established only through an
 
empirical exercise. This is attempted in the next section.
 

6.C Setting of Ration Over Time: Empirical Results
 

6.12 	The analytical framework presented in Section II was tested
 
for the base-year data in 1984-85. information regarding
 
some household parameters such as annual per capita
 
expenditure, proportion of expenditure made on rice and
 
wheat etc. were obtained from the SR and MR survey conducted
 
earlier for analysing distributional impact of urban and
 
rural rationing in Bangladesh. Different values of ration
 
prices were derived corresponding to alternative assumptions
 
with respect to changes in money income and market prices
 
during the period. The steps actually involved in such
 
calculations and some of the important implications of our
 
findings are briefly duscussed below:
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6.13 	The base-year per capita consumption of foodgrains (bot:1 for
 
rice, R_ and wheat, W-) was calculated using the 1984-85
 
data for ration prices, ration quota and market prices for
 
rice and wheat. This was fi,:st done for the MR household
 
covered under rural rationing. On the basis of average
 
annual per capita expenditure of such households of Tk.
 
2,735.00, of which 45.4% spent on rice and 6.3% on wheat,
 
per capita consumption of rice and wheat for 1984-85 was
 
calculated to be 3.95 md. and 1.08 md. respectively,. Using
 
equation (1), calculation of base-year consumption of rice
 
(R-) was pretty straightforward. Calculation of base-year
 
consumption of wheat, however, needed some adjustments. It
 
was observed that per capita expendi.ture on wheat (a-Y-=.063
 
X Tk. 2,735.00 = Tk. 172.3) was much smaller than the
 
ration expenditure on wheat, if full quota is drawn (Pw- O
= Tk.158.95/md X 1.93 md = Tk.306.8). Therefore, either a
 
portion of ration quota fully drawn was subsequently resold
 
in the open market for profit or the full ration quota for
 
wheat was not drawn at all. We incorporated the later
 
possibility in this exercise. Tn either case, however, no
 
wheat purchase from the open market was involved. The base
year wheat consumption was derived by simpl* scaling down
 
the full quota in proportion to the amount of per capita
 
expenditure on wheat as recorded in the MR survey. In other
 
words, W_ was computed as b- Q_ where b- = (awy_/Po Q_). 
Thus W_ = (a- Y6/PM Q-) 0- =(172.3/306.8)X 1.93 md. = .56 X 
1.93 	md. = 1.08 md. 

6.14 	Once the base-year consumption of rice and wheat was
 
computed, the stage was set for calculating the set of
 
ration prices consistent with increased levels of money
 
income anO market prices in the next period=z. In the absence
 
of any eliable indicators of future income and price
 
increases, the set of ration prices required to maintain
 
base-level consumption of foodgrains was calculated for a
 
wide range (between 5% to 15%) of increase of these two
 
variables. The results are presented in Table 6.1A for
 
ration price of rice, and in Table 6.1B for ration price of
 
wheat. Following observations may be made based on the
 
results presented in Table 6.lA.
 

...............................................................
 

1. 	 Calculdtions are made in terms of proportion of total
 
expenditure and not income because household consumption
 
data are classified by expenditure levels.
 

2. 	 It is assumed that an increase in money income leads to a
 
proportional increase in total household expenditure thereby
 
implying as unitary elasticity of expenditure with respect
 
to income.
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6.16 

6.15 (a) Ration price 
 of rice seems to be quite sensitive to
 
changes in money income and market price of rice. 
It is

observed that an increase in money income by 1% 
 leads
 
to an increase in ration rice price by 
 Tk.19.2. This

remains true irrespective of 
the level of money income
 
and at each level of market price of rice. An increase
 
in market price of rice by 1%, 
on the other hand, leads
 
to a decrease in ration price of 
rice by Tk.16.5. This

again remains true irrespective of the 
price level and
 
at each level of money income. Thus, changes in money

income would seem to have relatively greater impact 
 on

ration price of rice. 
 This is also demonstrated by the

results across the diagonal in Table 6.1A, which shows

the 
 ration prices of nice for proportional changes 
 in

both money income and market price of rice.
 

(b) Among the set of calculated ration prices, 
 those
 
associated with an increase in money income and 
 market
 
prices confined to (2% -- 3%) differential may 
 be
considered as relatively more feasible. 
 Within this

subset, 
 the ration price associated with larger

increase 
 in money income relative to price increase.
 
(e.g. 7% or 10% increase in money incomes 
combined with

5% or 7% increase in market price of rice) would appear

to be more acceptable in 
 the light of increased
 
domestic procurement price 
oe rice and recent changes

in ration price. A disproportionate change in money

income relative to market price of 
rice would impose a
 
rather heavy burden of adjustments on ration price (in
the sense of 
having drastic changes in ration prices

needed 
to maintain base-year level of rice consumption)

which may not be considered 
 feasible in practice,

particularly from budgetary point of 
view.
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Table - 6.1A 

Variation in Ration Prices of Rice Due to Changes in Money
 
Income and Market Price of Rice
 

Base-Year (1984-85)
 

(a) 	Per Capita Yearly Expenditure Tk. 2,735.0
 

(b) 	Proportion of Expenditure made 45.4%
 
on Rice
 

(c) 	Ration Price of Rice Th. 241.50/md.
 

(d) 	 Ration Quota for Rice . .65 md. 

(e) 	 Market Price of Rice (Retail, Tk. 329.70/md.
 

Coarse Variety)
 

(f) 	 Per Capita Consumption of Rice 3.95 md.
 

Increase in Market Increase In Money Income
 
Price of R ice ---------------------------------------

5% 7% 10% 12% 15%
 

5% 	 246.2 284.6 343.1 381.5 438.5
 

7% 	 213.6 251.4 309.9 348.3 405.3
 

10% 	 163.1 202.0 260.0 298.5 355.0
 

129.9 168.3 226.8 265.2 322.2
12% 


80.0 118.5 176.9 215.4 272.3
15% 


was
6.17 	The method of computation of ration prices for wheat 

case of rice. Since
somewhat different from that followed in 


the entire consumption of wheat was supplied from rationing,
 
of wheat from the open market was presumably
no purchase 


involved and hence it was logical to assume that changes in
 
not 	 have any impact on
market price of wheat could 


consumption and therefore, in the calculation of ration
 

price of wheat. Thus, equation (4) could not be applied in
 

this case. What was done to incorporate any probable changes
 

In money income was through variation in ration wheat prices
 

in such a way as to maintain base-year consumption of wheat
 

(1.08 mds). In other words. PP, = a,, /1.08. The results are
 
shown in Table 6.lB
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Table - 6.1B 

Variation in Ration Prices of Wheat Due to Changes in Money
 

Income 

Base-Year (1984-85)
 

(a) 	 Per Capita Yearly Expenditure Tk. 2,735,0
 

(b) 	 Proportion of Expenditure made 6.3%
 
on Wheat
 

(c) 	 Ration Price of Wheat . Tk. 158.95/md. 

(d) 	 Ration Quota for Wheat 1.93 md.
 

(e) 	 Market Price of Wheat . Tk. 169.0/md. 

(f) 	 Per Capita Consumption of Wheat 1.08 md.
 

Increase in Market Increase in Money Income
 
Price of Wheat
 

5% 7% 10% 12% 15%
 

5% 	 167.4 170.7 175.5 178.7 183.5
 

7% 	 167.4 170.7 175.5 178.7 183.5
 

10% 	 167.4 170.7 175.5 178.7 183.5
 

12% 	 167.4 170.7 175.5 178.7 183.5
 

15% 	 167.4 170.7 175.5 178.7 123.5
 

6.18 	It is r adily evident that changes in money income has a
 
rather modest impact on ration prices of wheat. Ration price
 
o wheat increases from Tk.158.95/md. to Tk.167.4/md. for a
 
5% increase in money income, and to Tk.183.5/md for a 15%
 
increase. This should be attributed to very low share of
 
wheat (6.3%) in per capita expenditure for the MR household,
 
so that a given increase in total expenditure resulted only
 
in Q very small increase in the absolute level of
 
expenditure on wheat.
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6.19 	 The exercise was repeated in our sample of SR household
 
representing urban rationing in Bangladesh. Per capita 
yearly expenditure was observed to be considerably higher 
for the SR household - Tk.7762.0 as compared to Tk.2735.0 
for MR household. Proportiori of expenditure incurred on rice 
and wheat also varied between these two category of 
households in our sample - 13.3% on rice and 3.9% on wheat 
for the SR households as compared to 43.4% and 6.3% 
respectively for the MR household, as mentioned earlier. 
Base-year data with respect to other variables such as 
ration prices, ration quota, and market prices of rice a..d 
wheat, however, remained the same. 

6.20 	Using equation (1), base-year per capita annual consumption
 
of rice was calculated as 3.30 md,. Calculation of base
year consumption of wheat needed some adjustment as before,
 
since the household expenditure on wheat fell short: (though
 
marginally) of the ration expenditure on wheat if full quota
 
is drawn. Base-year consumption of wheat (o), was,
 
therefore, computed as(a-Yo/,PwoQ -- (Tk.302.7/Tk.306.8)
 
1.93 md. .987 X 1.93 md. = 1.90 md. Per capita annual
 
consumption of foodgrains thus amounted to 5.20 md. (or 1.17
 
lb per day) for the SR household as compared to 5.03 md. (or
 
1.13 	lb per day) for the MR household.
 

6.21 	As before, a set of ration prices for rice and wheat were
 
computed corresponding to different assumptions with respect
 
to increase (ranging between 5% and 15%) in money income and
 
price of rice in the open market. The results are presented,
 
for ration rice in Table 6.2A and for ration wheat in Table
 
6.2B. Following observations may be made based on the
 
information contained in Ta'le 6.2A.
 

C.22 	 (a) Ration price of rice seems to be quite sensitive to
 
money income and market price of rice, though not quite
 
as much as in case of MR hnusehold. An increase in
 
money income by 1% leads to an increase in ration price
 
by Tk.15.8/md. as compared to Tk.19.2/md. for the MR
 
household. An increase in market price of rice by 1%
 
leads to a decrease in ration price by Tk. 13.5/md., as
 
compared to Tk.16.6/md. for the MR household. Thus
 
changes in money income would appear to have, as
 
before, relatively greater.
 

1. 	 This may be contrasted with the per capita consumption of
 
rice (3.85 md.) for the MR household. Per capita
 
consumption of foodgrains, however, was observed to be
 
greater for the SR household because of much greater
 
consumption of wheat (1.90 md.) as compare to only 1.08 md.
 
for the MR household).
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6.23 (b) Calculated ration prices are genecally observed to 
 be
 
greater, (particularly in higher market price and lower
 
income range) for the SR household as compared to the
 
MR household. This happens because although the level
 
of total expenditure differ widely between two
 
categories of households, Lhe amount of expenditure on
 
rice does not; at least not by as much:.
 

I'able -- 6.2A
 
Variation in Ration Prices of Rice Due to Chanes in Money
 

Income and Market Price of Rice
 

Base-Year (1984-85)
 

(a) 	 Per Capita Yearly Expenditure Tk. 7762.0
 

(b) 	Proportion of Expenditure made 13.3%
 
on Rice
 

(c) 	Ration Price of Rice . Tk. 241.50/md.
 

d) Ration Quota for Rice .65 md.
 

(e) 	Market Price of Rice (Retail, Tk. 329.70/md.
 
Coarse Variety)
 

(f) 	 Per Capita Consumption of Rice 3.30 md.
 

Increase in Market Increase in Money Income
 
Price of Rice .............. ........................
 

............. 
 5% 7% 10% 12% 15%
 

5% 259.9 288.5 335.9 267.5 415.0
 

7% 229.8 261.4 308.8 340.4 387.9
 

10% 
 189.2 220.8 268.2 299.8 347.3
 

12% 162.1 193.7 241.1 272.7 320.2
 

15% 121.5 153.1 200.5 232.1 280.0
 

1. In fact, the amount of per capita yearly expenditure on
 
rice of the SR household is less-Tk.1032.3 as compared to
 
Tk.1241.7 for the MR household.
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6.24 	Ration prices of wheat also computed as before for the SR
 
household correspunding to different assumptions with
 
respect to increase in money income, ranging between 5% and
 
15%. Since no purchase of wheat from the open market 
was
 
involved, market price of wheat did not have any impact on
 
the consumption of wheat and hence its ration price. Ration
 
price of wheat was computed as PS1 = awY 1 /l.90. The result's
 
are shown in Table 6.2B.
 

Table - 6.2B 

Variation in Ration Prices of Wheat Due to Changes in Money 
Income 

Base-Year (1984-65) 

(a) 	 Per Capita Yearly Expenditure Tk. 7762.0
 

(b) 	 Proportion of Exp iditure made 3.9%
 
on Wheat
 

(c) 	 Ration Price of Wheat Tk. 158.95/md.
 

(d) 	 Ration Quota for Wheat 1.93/md.
 

(e) 	 Market Price of Wheat Tk. 189.00/md.
 

(f) 	 Per Capita Consumption of Wheat 1.90/md.
 

Increase in Market Increase in Money Income
 
Pr ice of Wheat 	 -------------------------------------

5% 7% 
 10% 12% 15%
 

5% 167.3 170.5 175.3 178.4 183.3
 

7% 167.3 170.5 175.3 178.4 183.3
 

10% 
 167.3 170.5 175.3 178.4 1.83.3
 

12% 167.3 170.5 175.3 178.4 183.3
 

15% 	 167.3 170.5 175.3 178.4 183.3
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6.25 	It is readily observed that the set of ration prices
 

remained exactly the same as before (in case of MR
 

household). This Is not surprising in view of the fact that
 

for a given percentage increase in money income, the ratio
 
of expenditure on wheat between the two categories of
 

households remained unchanged over time (relative to base

year). knd this is a sufficient condition for wheat ration
 

prices to remain same in the two sample characterised by
 

wide divergence in household expenditure (See Appendix GA).
 

6.26 	As mentioned earlier in Section II, the set of ration prices
 

that purport to maintain foodgrain consumption in the face
 

of increase in money income and/or market prices need to be
 

checked against what budgetary burden they Impose on the
 

government. 	 If the resulting budgetary subsidy on foodgrains
 
(7),(8) and (9) happens to be
calculated using equation 


within the limit considered acceptable (judged by some
 

definite criterion) then the set of ration prices are those
 

conforming to the principle enunciated earlier. No attempt
 

has been made in this study to demonstrate this empirically
 

in the absence of readily available information needed to
 

calculate the budgetary subsidy on foodqrains. However, some
 

observation are made below in the light of the calculated
 
set of ration prices presented in this Section, which will
 

bring out the nature (if not magnitude) of trade-off
 

involved more clearly.
 

6.27 	(a) An increase in money income relative to market price of
 

rice calls for an upward revision of ration prices of
 

both rice and wheat. In the face of increased
 
procurement cost of foodgrains, this may or may not
 

lead to greater budgetary subsidy, for a given level of
 

PFDS offtake, depending on the rate of increase in
 

procurement price relative to ration prices of
 

foodgrains. If the increase in procurement costs exceed
 

the increase in ration prices, the budgetary subsidy,
 

ceteris paribus, will increase as compared to the base

year. In this case, it is 	necessary to check whether
 

the 	 amount of budgetary subsidy corresponding to the
 

increased procurement costs and proposed set of ration
 
prices, exceed the limit set by the government. If it
 

does, then this calls for further upward revision in
 

ration prices until the resulting budgetary subsidy
 
conform to the level considered acceptable. These
 

increased ration prices, however, will tail to
 

maintain, given the level of per capita expenditure and
 

market price of rice, the consumption of foodgrains at
 

a base-year level. This means that some sacrifice in
 

consumer welfare (in the sense that we hae defined
 
here) is required in order to keep the fi:c&1 burden
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within tolerable limit, given, of course, consumers'
 
income, price of rice in the open market, procurement
 
cost of foodgrains under different categories, and the
 
volume of PFDS offtake. How much sacrifice in foodgrain
 
consumption is actually needed under these
 
circumstances, can be ascertained, however,only through
 
a more comprehensive empirical exercise.
 

6.28 	(b) An increase In market price of rice relative to
 
consumers' income will call for a downward revision of
 
ration price of rice in order to maintain foodgrains
 
consumption at the base-year level,. A lowering of
 
ration prices will result in larger budgetary subsidy
 
for a given level of PFDS offtake even if procuremcnt
 
costs remain the same as before. In real word, however,
 
procurement costs of foodgrains increase over time and
 
this will result in even larger amount of budgetary
 
subsidy and hence impose even greater fiscal burden on
 
the government, if, of course, the volume of PFDS
 
offtake remains the same or increases (or even
 
decreases but less than proportionately).. The degree
 
of trade-off between maintaining foodgrain consumption
 
at a given/desired level and keeping the budgetary
 
burden on foodgrain subsidy within tolerable limit
 
become even sharper in this case. Again, only a
 
detailed empirical exercise can highlight the
 
magnitudes of trade-off involved here.
 

6.29 	It may, however, be mentioned here L..at given the need to
 
keep the fiscal burden within some acceptable limit while at
 
the same time maintaining foodgrain consumption at some
 
desirable level, some burden of adjustments will have to be
 
borne, given the historical trend in consumers' income,
 
market price of rice and procurement price of foodgrains, by
 
the volume of PFDS offtake in different channels. Total
 
budgetary subsidy is a function of both unit budgetary
 
subsidy and the level of PFDS offtake. If unit subs-dy
 
increases due to a lowering of ration price of rice and/or
 
increased procurement costs of foodgrains, then the volume
 
of PFDS offtake need to be reduced by targeting them to a
 
smaller but more needy and vulnerable groups in the society.
 
The issue, however, has wider implications which involves
 
the restructuring of PFDS itself.
 

1. 	 Ration price of wheat, as we have observed, increases with
 
an increase in money income irrespective of any changes in
 
the market price of wheat.
 

2. 	 To the extent that wheat ration price is revised upward with
 
an increase in money income, and the fact that wheat
 
accounts for more than two-third of total PFDS offtake, the 
unfavourable impact on budgetary subsidy will be 
considerably minimist-1. 
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C HAPTER - 7 

PFDS IN BANGLADESH IN STATISTICAL PROFILE 1972/3 - 1984/5
 

7.1 	 The objective of this chapter is to summarise, in mainly

statistical terms, the evolution of the PFDS in Bangladesh

in the post-liberation period. In the main, it will embrace
 
changes in (i) the relative shares of the various channels
 
of the PFDS, particularly those other than SR and MR; (ii)
 
weekly quota in SR, MR and OP channels; (Iii) unit subsidy
 
on rice and wheat when the subsidy is measured by the
 
difference between the ration price and the matched market
 
price', and (iv) the relative shares of estimated urban and
 
rural population that is covered by PFDS. We do not deny

that there are certain commonality of overall flavour
 
between what is to follow, and the contents of Ch. 2.B.
 
Nevertheless, this chapter is posited here in that its
 
empirics have a certain direct relevance for the discussion
 
of chs. 8 through 10.
 

7A 	 Relative Shares of Components of PFDS
 

7.2 	 Table A7.1 presents 3 yearly moving average of the offtakes
 
within various monitised and relief channels of the 9FDS.
 
The resulting numbers isolate random fluctuations, and
 
depict some kind of trend values cf various categories of
 
offtakes. Table A7.1 leads, after some calculations, to
 
Table A7.2 which gives the relative shares of various PFDS
 
categories. Table 7.1 below then encapsulates the structural
 
changes of PFDS in Bangladesh.
 

It will be readily admitted that this defination is simply
 
one among many possible definitions of subsidy. It will be
 
maintained here, however, that this definition is the one
 
most directly involved in the problem of estimation of the
 
income effect of rationing. This is the version of food
 
subsidy of -'elevance at calculating the income effect of
 
urban ration In 1984/5 on certain assumptions, later in
 
chapter-8.
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7.3 	 It ,ay be helpful to categorise the individual channels
 
according as whether their relative shares have declined,
 
risen or stagnated. First, the shares of SR, MR and LE can
 
be unequivocally treated as having declined from one sub
period to another. Second, the shares of OP, FFW and the
 
(controversial) amalgam of OMS + MO have risen consistently

through this period. Third, the relative share of EP has
 
stayed pretty much the same throughout this entire period.

Fourth, the shares of FM and VGF have fluctuated with no
 
predictable pattern. The percentage in the column headed
 
"others" represent quantity distributed under Free Sale in
 
1981/2.
 

7.4 	 Having thus introduced Table 7.1, it may not be amiss to
 
enter the following pertinent observations. The decline of
 
the shares of SR, especially rapid in the early 1980's,
 
suggests a decline in what may be called urban-proneness of
 
the PFDS, a tendency which we confirm further below. The
 
sharp decline in the share of MR must be qualified in that a
 
part of that decline in fact shows up as the seven
 
percentage-point increase in the share of OP. It is,
 
however, clear that the share of MR has fallen far more -
by nearly sixteen percentage points -- than the share of OP
 
has risen. There has, unmistakeably, been a considerable
 
decline 
 in the *et share of MR. We would like to stress
 
again that among all the monetised channels of PFDS, MR is
 
the only one with the rural poor as its defined
 
constituency. It is this component that has taken the
 
largest proportionate cut of all in its relative share
 
between the first two periods. This is doubtless one of the
 
major causes of the decline in the rural proneness of the
 
PFDS 	in the quinquennium after 1975/6.
 

Table 7.1
 

Structure ofOfftake inBangladesh PFDS, 1973/4 - 1983/4 

.............................................----------------------------------------------------

Year I RP I OP I LF I FN IOKS/KO I SR I KR IFYVICO I VOF/GR/R IOthers
 

1913/4-1975/6 5.3 12.7 1.1 8.2 .5 24.5 34.5 2.6 6.5
 

1976/7-1979/10 5.5 19.5 4.3 10.0 2.6 23.1 18.4 13,J 2.7 4
 

1910/1-1913/4 5.0 19.6 3.1 6.6 5.1 15.5 18.7 20.0 1.9 
................................................................-----------------------.......
 

Mote: For the purposes ofthis table, offtake under OS and NO have been aggregated. Veare
 
aware of course, that there are certain differences between OHS and NO In ters of
 
their modus opetandi.
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7B 	 Periodic Quota of SR. MR, OP. LE
 

7.5 	 Table A7.3 presents the changing levels of weekly quota by
 
food grain type in the period in three channels. These
 
channels have attached to them a notion, whether explicit or
 
not, of a weekly quota'. Table A7.4 expresses the same
 
Information in terms of relative shares of rice and wheat in
 
total weekly quota. Before we take up the findings of these
 
two tables specifically, a small point of clarification may
 
be noted here. In some years, slight differences between the
 
weekly overall quotas of SR and MR can be seen. This is the
 
case, for instance, with 1976/7. The reason was that during
 
1976/7, rice and wheat quotas, as also overall quotas,
 
within SR and MR were changed three times. The degree of
 
changes between SR and MR were disparate for rice and
 

=
wheat . These averages have been weighted ones, the weights
 
being the (rounded) number of months representing the
 
continuity of a particular quota.
 

7.6 	 From Table A7.3 we see that weekly quotas were pretty much
 
stable during 1972/3 through 1980/1, at about 3 seers or so.
 
This meant 156 seers per year for SR and OP. That quantity
 
amounted to about 87% of the officially declared minimum
 
cereal intake level of 1 lb/day/person. The year 1981/2
 
through 1984/5 have witnessed a fall of about between 26 to
 
28% in the weekly quota in these channels from the average
 
level of the earlier nine years. Table A7.4 basically shows
 
that, as far as SR and MR are concerned, the wheat-to-total
 
quota ratio has been U-shaped, the years 1.976/7 through
 
1978/9 representing the belly of the U-curve (Graph 7.1).
 

1
 
This may give rise to some confusion in the case of MR.
 
However, our understanding in the matter is that the SR
 
quotas usually define a maximal weekly quota for MR card
 
holders. The quota in EP is not usually notified outside
 
relevant parts of the departments so involved. Our
 
understanding is that even the Food Directorate is not
 
notified about the quota that is in fact applied in EP. The
 
quota in LE is specified monthly. Since 1975, it has been 35
 
seer/family/month, raised to 35 kg/family/month since July
 
18, 1983.
 

2
 
We have further cross-checked these numbers with
 
(Wennergren, 1983, Table 4.2)
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Graph 7.1: Wheat - Ratio in Weekly Wuota of Foodgrains, 1973/4 - 1983/4 
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The 	 curve for the OP quota is also U-shaped, with the
 
difference that its wheat ratio has mostly been hicher 
 than
 
in SR and MR, until 1981/2, when quotas were equalised in
 
these channels (Graph 7.1). The implication of this is that
 
as between SR and OP beneficiaries, the former category is
 
attached greater priority if a greater proportion of rice is
 
any indication of such a priority. Since the relative extent
 
of subsidy has invariably been greater on rice than on
 
wheat, the attribution of greater priority would perhaps be
 
warranted.
 

7.7 	 As regards LE, this channel really became prominent in July,

1975. Upto that time, workers in large enterprises

frequently used to be covered within MR. As such, upto that
 
period workers' quota would, as in MR, include both rice and
 
wheat. From July, 1975 the quota began to be specified as 35
 
seer/family/month. In July 1983, the quota was denominated
 
in kgs. Noting that the quota in all the other channels
 
shown In Table A7.3 have fallen In 1981/2 while the monthly
 
quota of LE has remained the same (even increased as a
 
result of re-denomination in July, 1983), any given

industrial worker is hereby seen as witnessing a potential

improvement in their treatment by the PFDS relative 
to these
 

.
other beneficiaries'
 

7C 	 Unit Subsidy Levels:
 

7.8 	 Table A7.5 presents unit subsidies on ration wheat and rice
 
in various years. SR and OP are the rationing channels of
 
the greatest relevance in this regard although MR, too, is
 
involved. Cols. 7 and 13 show the 
rate of unit subsidy on
 
rice and wheat. Note again that this definition of subsidy

focuses on the ratio between the unit price in rationing

outlets, and in the open markets. Table 7.2 presents 
 5
yearly moving averages of the ratios of cols 7 and 13 of
 
Table A7.5. Cols 2 and 3 of Table 7.2 shed important light
 
on the relativity between the unit subsidy on ration rice
 
and wheat. One may note the following. First, the rate of
 
subsidy (in this limited sense) has always been lower 
 on
 
wheat than rice; the values in Col. 3 are always higher than
 
In Col. 2. Second, and more interesting, the differential
 
rate of subsidy in favour of rice has, however, Inexorably

declined through time; while there was a differential of
 
about 15 percentage points to the advantage of rice in
 
1976/7, this has declined to 9 in 1982/3.
 

...........-----------------------------------------------------
1 This need not be true for all industrial workers in actual
 

fact in that the issue for LE has been pitched higher than
 
for SR, for example, thus taking away, in principle, a part

of the preferential treatment noted in the relevant text.
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Table - 7.2 

Unit Subsidy Rates, 1974/5 through 1982/3
 

I Ration-to-market Ration-to-market I Average Rate
 

Year I price ratio, rice Iprice ratio, Wheatl of
 

I (1%) I (1%) I Subsidy
 

1974/5 45.6 	 55.6 49.8
 

1975/6 50.6 	 60.9 55.1
 

1976/7 55.0 	 70.3 61.8
 

1977/8 60.5 	 77.6 67.5
 

1978/9 64.8 	 82.5 72.7
 

1979/80 63.9 	 80.4 71.9
 

1980/1 67.0 	 79.9 73.4
 

1981/2 69.8 	 79.7 75.2
 

1982/3 73.6 	 82.5 79.1
 

Source : Table - A7.3 Table- A8.3
 

7.9 	 The evidence yielded by Cols. (21 and (3) of Table 7.2
 

remains incomplete, however, in that they lack any reference
 

to the quota per week or (per yuar) per card prevailing
 

during each period of interest. When these unit rates are
 

applied to the periodic quotas, we get (weighted) average
 

rate of subsidy. This is the ratio of the ration-price cost
 

of foodgrain quantum specified in the quota to the market

price cost of the same. The unit refers to the qzota per
 

card. The average rates of subsidy are presented in Table
 

A8.3 in Chapter 8. Table 7.2 presents 5 yearly moving
 

average of these rates. Col. 4, Table 7.2 shows that,
us 


between 1974/5 and 1982/3, the rate of subsidy declined by
 

30 percentage points.
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7D Relative Coverage of PFDS in Rural and Urban Areas.
 

7.10 	An important statistical aspect of the character of the PFDS
 
of Bangladesh may be judged to embrace the estimated number
 
of beneficiaries and its distribution in rural and urban
 
areas. Efforts have been made in the past to arrive at the
 
number of beneficiaries by area of residence (World Bank,
 
1979). Those estimates need to be made current, both in
 
terms of time coverage and of the availability of new
 
information. Such an exercise must necessarily still rest on
 
somewhat shaky foundations, for example, the use of certain
 
approximations, which may derive from subjective perceptions
 
of admittedly knowledgeably practitioners in the area of
 
food management, in matters of isolation the rural-urban
 
division of the incidence of a particular category of
 
offtake. Hence, considerable degrees of error must be seen
 
as associated with the resulting estimates. A firm case can,
 
nonetheless, be made for such an exercise, for in the
 
absence of an awareness of the trend of the percentage of
 
urban and rural population that dcrives a degree of benefit
 
from the PFDS, one must be missing a crucial element in
 
seeking to understanding possible changes in its
 
distributional character. It is this that has motivated us
 
in undertaking these hazardous exercise.
 

7.11 	Before proceeding any further, the assumptions made in the
 
course of this exercise may be stated.
 

7.12 	First, SR is seen as a channel wholly urban in its
 
incidence and the FFWP/CD wholly rural.
 

7.13 	Second, it is assumed in this exercise that it is better to
 
ignore foodgrain distributed with the gratitutious relief
 
(GR) or Relief component of PFDS. This is because great
 
uncertainty must attach to any estimate, howsoever
 
knowledgeably attributed, as to its rural-to-urban division.
 
There would undoubtedly be a bias in attributing to the
 
rural area a fair share of this quantity. Since OR was
 
disproportionally important in one or two years in the first
 
half of the 1970's, the above bias is likely to overstate
 
the true rural benefit out of the PFDS in that period. This
 
would appear to needlessly introduce uncertainties into the
 
estimation of the degree of rural-proneness of the PFDS in
 
the later years. As an offset, the VGFP, which raise rural
 
incidence of benefits and was introduced later on, is also
 
ignored in this calculation.
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- Third, it is assumed, following World Bank (1979), that the
 
rural-to-urban ratio in benefits from EP, OP and LE are
 
respectively 40:60, 40:60 and 25:75.
 

- Fourth, we depart very radically from the World Bank (1979)
 
in matters of rural ratio in MR. The Bank document had
 
assumed a rural-to MR ratio of 92.5% for 1975/6 and 90%. For
 
reasons discussed more elaborately in Ch. 9, we used a ratio
 
of 50:50 in the years 1972/3 through 1974/5, and 70:30 in
 
the other years.
 

- Fifth, it is assumed that 1.3 members per FFW household can
 
participate in FFWP for 33 days each for 3.25 seer/day. On
 
the assumption that four members comprise a household, this
 
gives us a number for food-users benefitted. This number is
 
comparably denominated to the other PFDS categories by
 
converting it such that the resultant corresponds to an
 
annual, as opposed to 33-day long, process of access to food
 
distribution'.
 

- Sixth, rural and urban population growth rate between 1974
 

and 1981 was estimated. For intervening, prior and
 

posterior, calender years, inter and extra-polation was
 

used. Derivative values for succeeding calender years were
 

seen to approximate fiscal year population'.
 

......----------------------------------------------------------


The ratio of 0.09 (33+363) was used in converting the number
 
of users obtained in the earlier step into number of year
round beneficiaries comparable to the other estimates.
 

1974 Census of Bangladesh is widely known to have been
 

revised upward from its original level of 71.48 million.
 

Even very recent BBS publications have continued to provide
 

rural and urban breakdown on the basis of the unrevised
 

total population figure In order to estimate rate of growth
 

of rural anu urban population separately, we have used
 
unrevised BBS-provided rural and urban population. This
 
procedure no doubt leads to rural and urban beneficiary
 
ratios that are different than if the true rural and urban
 
population were known. But since such data are not
 
available, we shall only state here that the relativity
 
among the ratios that we have presented essentially capture
 
the true relativity. This would require that the degree of
 
understatement in the original census estimate was symmetric
 
to urban and rural population. Even if one were revising the
 
original rural and urban population in the light of the
 
magnitude of the undercount, this is the assumption one
 
would have to make.
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7.14 We are now ready to introduce the evidence in Table A7.6 and
 

A7.7. Table 7.3 present 5-yearly moving averages of col. 10
 
from both tables. One thing emerges very strongly from the
 
table, namely that the urban beneficiary ratio of PFDS has
 

quite rapidly and unambiguously fallen through the 1970's
 

and beyond. Between 1974/5 and 1981/2 -- a span of 8 years
 

-- the ratio has declined by as much as one half or more.
 

The rate of the decline was more rapid upto the year 1978/9
 
the year of the much publicised drought as also an
 

electinn year .. than in the years since. In contrast, the
 

rural ratio does suggest a pattern of a crawling improvement
 

in 'h1 rural ratio, although the pattern is hardly
 
spectacular. Here again, the drought year 1978/9 seems to
 

iepresent the watershed, in that in the period in its wake
 

the rural ratio has made relatively rapid gains.
 

Table - 7.3
 

Rural and 	Urban PFDS Beneficiary Ratio, 1974/5 through 1981/2
 

(Five yearly moving Average)
 

I % of population covered by PFDS
 

Rural 	 I Urban
Year 


(1) 	 (2) (3)
 

1974/5 	 6.7 108.2
 

1975/6 	 6.0 88.2
 

1976/7 	 6.1 72.9
 

1977/8 	 6.4 65.0
 

1978/9 	 5.9 56.0
 

1979/80 	 7.0 54.9
 

52.6
1980/1 	 7.7 


1981/2 	 8.2 49.7
 

Note: 	 As explained at the foot of Table A7.6, urban
 
beneficiary ratio greater than 100% represents the
 

existence of false cards which result in greater
 
offtake than can be accounted for by total urban
 
population.
 

Source: Table A7.6 and A7.7
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CHAPrTER 8
 

8.A 	 URBAN RATIONING IN 1984/5: DISTRIBUTIONAL AND NUTRITIONAL
 
EFFECTS
 

Distributional Effects of Urban Rationing, 1973/4, 1984/5
 

8.1 	 The TOR for this study required an examination of the
 
effects of the rationing system on the distribution of
 
income and nutritional availability in rural and urban
 
areas. Ahmed (1979) has examined the first of these
 
dimensions in his IFPRI study. He presented estimated
 
quantities of rationed foodgrains as percentages of total
 
foodgrain consumption for various income groups as measured
 
by 1973/4 HES in urban and rural areas. This study first
 
detailed evidence of the urban bias of rationing in
 
Bangladesh durinq the years immediately after liberation of
 
the country. Table 8.1 below presents the highliqht of the
 
distributional part of Ahmed's important finding. While
 
urban population in 1973/4 was no more than 9.2% of the
 
total, the fact that about 55% of the annual ration offtake
 
in that year went to urban population testifies to the view,
 
frequently expressed thus far without the under-pinnings of
 
such detailed evidence, that the one of the basic thrusts of
 
public foodgrain rationing is to cushion off certain
 
favoured segments of the urban population from fluctuations
 
in foodgrain prices and availability. Such a food
 
distribution strategy may have a compulsive explanation from
 
an administrative-politiudl viewpoint, int that it puts
 
first the food needs of people on whose unhampered material
 
well-being the machinery of government and national
 
security crucially depends. Such categories of beneficiaries
 
include the members of the armed forces, members of law
enforcing agencies, paramilitary groups, employees of the
 
government and all semi-government agencies, men working in
 
the railways, ports, etc.
 

8.2 	 What Ahmed did not specifically investigate was the changes
 
in distribution of income and nutritional intake arising
 
from the rationing activity in urban areas in 1.973/4. We
 
have made an attempt to examine this. Our method involves
 
the following: (a) express in terms of deciles total per
 
capita incomes in the with and without-rationing situation;
 
(b) calculate Gini coefficient of per capita incomes between
 
the with and without-rationing situation; (c)calculate
 
levels of foodgrain intake in the with and without-rationing
 
situation; (d) calculate Gini coefficient of calorie intake
 
per person pei day in those two situations. Under
 
circumstances of 1973/4, it is meaningful to do this
 
exercise only for the urban areas, as the incidence of food
 
subsidies in the rural areas in that year was really very
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siall (Ahmed, 1979, Table 12). The resultant decile specific
 
values of the four relevant variables for 1973/74 are shown
 
in Table 8.1 below, as also the Gini coefficients.
 

8.3 	 It is clear that rationing activities made for a slightly
 
more equal distribution of incomes per capita in the urban
 
areas in 1973/4 than would otherwise prevail. The
 
distributional effects of rural rationing in 1973/4 was
 
doubtless much less favourable. Similarly, rationing in
 
1973/4 resulted in a more equal distribution of caloric
 
intake in urban areas than would otherwise prevail.
 
Rationing in 1973/4 thus promoted, howsoever feebly economic
 
equality within urban areas of Bangladesh. Besides,
 
rationing had the added virtue in 1973/4 of cementing the
 
political and administrative loyalty of the crucial
 
constituencies of the State.
 

Table 1.1
 

DistribktionaL and Nutritional ffects of Urban Rationing inBanqladesb. 1913/!
 
(Yk./Capita/yr.) 

...............................................................................
 

Income I percapita annual total Iper capita calorie intake per
 
decilesl excenditure, 1913/4 Iday, 1973/4 
...............................................................................
 

lincludiag incozel excluding inc~tel including incomel excluding licom
 
jeffect of Ieffect of Ieffect of Ieffect of
 
irationing rationing Irationinq Irationing
 

(1) 1 (2) 1 M] 1 (4) 1 (5) 

Ist 669 533 1593 1397
 

2nd 742 633 1704 1519
 

3rd 803 711 1166 1626
 

4tk 01 813 1795 16i1
 

5th 978 922 1864 1776
 

6tk 1075 1032 1930 1067
 

Ith 1219 1105 2030 1974
 

ILI 1390 1371 2105 2061
 

9th 1595 1576 2148 2131
 

105t 3413 3406 2266 2243
 

C0ii 0.274 0.304 0.06 0.01
 
co ff
 

Source : (AIbed, 1919), {BBS, 1900).
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8.4 We envisaged attempting to carry out a repeat 
 of Ahmed's
 
above exercise for a recent 
year, e.g. 1981, for which a 
HES

has been conducted, its 
data being in advance& stage of
 
dissemination.But 
 all attempts to the contrary, it has not
been possible to obtain access 
to the tables giving basic
 
distribution of expenditures and food intakes for 
rural and

urban areas as a whole. Were it feasible 
for the Bangladesh

Bureau 
of Statistics to supply the consultants with the

requisite tables, it 
 would have been possible and r..ite

insightful 
to update Ahmed's exercise. We did, at one stage,

consider using the body of published tables from the 1976/7

HES, all of whom provided the required 
disaggregation by

commodity classification of expenditure. 
 However, the
 
quality of the 1976/7 HES has been 
 shown by members of this

research team, 
as also other, to involve significant degree

of bias (Chowdhury, 1985; Muqtada, 1985).
 

8.5 What one could of course do would be 
 to calculate the
 
magnitude of the 
income effect of rationing in 1984/5 the
on

assumption that, between 1973/4 and the 
latter, the only

changes to 
 have occurred involving urban consumers 
 of

foodgraia have been relating 
to (i) the ratio between ration
 
retail ispue retail to open mdrket retail price of
 
comparable rice; and (ii) the quota per 
week per capita. By

assumption, everything else 
 governing consumers' choice

behaviour in the 
 market for foodgrain (rationed and

marketed) and non foodgrains is 
assumed to have remained
 
unchanged. 
 Obviously, (i) and (ii) in combination determine

the extent of the 
income transfer due to rationing. The
 
latter in combination with marginal propensity 
to consume
 
foodgrains would determine 
what additional quantum of

foodgrain would be implied by the income effect of

rationing. Assuming 
 that marginal propensities to consume

foodgrains and all other commodities have remained the same,

one 
 could determine the additional quantity of foodgrain 
a

lower or higher income transfer effect would entail. This
 
simple exercise boils down to 
the question of what income

distribution effects would have taken place in 
1984/5 if the

values of parameters at 
(i) and (ii) in 1973/4 were the same
 
as in 1984/5. Table A8.3 shows 
the 
rate of income transfer
 
(calculated against without-rationing foodgrain expenditure

levels) irt various years relative to 1973/4. The number 
in

col.12 can range frum 0.1 
Lu 1. An increase in this ration

implies a fall in the rate of subsidy. Hence the index in

col.13 ranges between 100 to 272. As such, an.increase from
 
100 in the 
 index also implies a decline in the rate of
 
income transfer relative to 1973/4.
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8.6 	 Using the fact that the rate of income transfer (calculated
 
against without-rationing expenditure levals) in 1984/5 is
 
estimated to be 118% lover than that in 1973/4, everything
 
else remaining the same, gives a basis for adjusting
 
downward the income transfers originally estimated for
 
1973/4 in Table A8.1. While expenditure per capita .n the
 
with-rationing situation originally estimated for 1973/4
 
would, by assumption, remain the same, the expenditure
 
levels excluding the income effect of rationing in 1984/5
 
would then have to be recalculated. Table A8.2 presents the
 
relevant calculations. Whila the Gini coefficient in the
 
without-rationing 1973/4 situation remains the same at 0.27,
 
the corresponding figure- in after-rationing situation
 
incorporating 1984/5 "income effect" magnitudes is 0.286.
 
For the urban areas in Bangladesh as a whole, income due to
 
rationinq works out according to this methodology at 3.21%
 
of with-rationing income per capita. (The corresponding
 
figure was 7.05% in 1973/4). In other words, we have found
 
that at the weighted average rate of subsidy of 1984/5,
 
household's income in the after-rationing situation dould
 
increase by 3.21% per capita due to rationing. This is
 
s.imewhat higher than has been estimated in a recent paper by
 
A. Abudllah (1985). Abdullah estimates rationing benefit-to
incomc-ratio to be 0.3% or less for three SR cities. Data
 
from our own SR sample surveys in Dhaka and Khulna sugest
 
that income per hourehold in the same static sense as that
 

used by Abdullah iorks out at about 0.7% of average
 
household expenditu:e in 1984/5. Benefit per household on
 

our sample is found to be Tk.38.6 per month, as against
 
Tk.13.5 or so on Abdullah's sample.
 

8.7 	 We are quite aware that the estimates contained in para 8.6
 

are not definitive as they are not based on nationally
representative HES fir urban areas. Nevertheless, we feel
 
that the estimates especially of Table 8.1 and in para 8.6,
 
shed much important light on the distributional
 
implications, whether measured in terms of average
 
expenditures or calorie intake, of urban rationing in 1973/4
 
- a year when participation in It by the eligible population
 
must have been at one of its highest ever in the post
 
liberation period. Thus, to find that urban rationing in
 
that year lowered jini coefficient by 3 percentage points is
 
of interest, our own reaction is that the redistributive
 
impact of urban rationing even in the highly favourable
 
circumstances of 1973/4 is not all that impressive. The
 
nutritional redistribution due to rationing is even less
 
(table 8.1). We have further seen that the redistribution
 
arising from urban rationing in 1984/5 is only to the tune
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of an improvement of the Gini coefficient by slightly more
 
than 1 percentage point. Besides, both our estimates, as
 
also Abdullah's ones, of the size of the income transfer (in
 
a static sense) reldLive Lo expenditure (in our case) and
 
income (in Abdullah's case) in SR areas in 1984/5 (September
 
1.985 in Abdullah's case) ranges from 0.7% to slightly less
 
than 0.3% (para 8.6). For urban beneficiaries as a whole, we
 
estimate that rationing benefits-to-expenuiture ratio in
 
1984/5 is much higher, at 3.21%. We shall now turn to
 
present some interesting insights into rationing and food
 
consumption behaviour of SR household in Bangladesh. It has
 
been our belief that the evidence really hard to gather in
 
evaluating rationing programmes are about the rationing and
 
food consumptioni behaviour of particular priority groups of
 
households. In this study, we have attempted to quantify
 
these and some other relevant variables for a randomly
 
chosen set of households in two SR areas, Dhaka and Khulna.
 

8.S Food Consumption Characteristics of Average SR Household, 1984/5
 

8.8 	 A knowledge of the food consumption characteristics of the
 
sample household is obviously of great importance in the
 
present context. In particular, we must know (a) how budget
 
shares allotted to food and (b) how, within allotment to
 
food, the budget shares of cereals behave within this
 
sample. It has been argued that smaller budget shares
 
allotted to food can be considered an indicator of a higher

standard of living (Deaton, 1983). A comparison between food
 
and (intra-food) cereals budget shares obtaining for the
 
samiple, and the corresponding shares based on nationally
 
representative data can shed some useful light on the
 
standard of living of the SR households in general. The
 
second use of food consumption data is in permitting an
 
estimation of the income effect of rationing, and an
 
evaluation of its distributional effects. The third use lies
 
in establishing the impact upon the food and nutritional
 
intake of rationing. Food consumption characteristics thus
 
constitute an obvious starting point for this chapter.
 

8.9 	 Expenditure per standardised consumption units was chosen aL
 
the measure dividing households into income groups. As
 
already argued above, the pLactice of using expenditures as
 
representing permanent incomes has a respectable pedigree
 
(see for example Hazell ana Ailsa 1983, P.44, in addition to
 
references cited above). If further conviction is wanted, an
 
examination of the information in Table 8.2 may help.
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table 1.2
 

Income characteristics of SR 11ouseholds on the Sample. 1915
 

(lelghted average)
 
...............................................................................
 

Expenditure IIv. No. I Total income per year ITotal income ITotal expeo
quartile I of I Tk. Iper earner Iditure per
 
groups Iearners I---------------------- Iper month Iyear per
 

Iper housel per I per I Icapita
 
Ibold Iearner I capita I Tk. I Tk.
 

...............................................................................
 

(Il 	 I (2) I (3) I (4) I (5) I (6)
 

1st 1.1 15155 4396 1651 4317
 

26d 1.7C 33688 6545 2807 6120
 

3rd 1.61 31977 7603 3240 7160
 

4tb 1.77 18810 9527 4068 13169
 

All 1.77 34321 7058 2860 7162
 
...............................................................................
 

Source: 	SR saeple survey
 

3.10 	Table 8.2 shows quite starkly the problem of using reported
 
income for classifyinq households. A comparison between
 
cols. (4) and (6) shows that, while for the first two
 
quartiles, per capita income is higher than the matched
 
expenditure as one would expect, the opposite appears to be
 
the case with the two following quartiles. The difference is
 
not particularly noteable for the 3rd quartile, remembering
 
that expenditures on our measurement include imputed value
 
of consumption out of own production or of draw down of last
 
year's stocks. It is commonplace to recognise that whenever
 
consumption out of own-account production or stock draw-down
 
becomes important, expenditures, including imputations tend
 
to be increased, while reported incomes are not, at least to
 
the same degree. Such an explanation could possibly do as
 
far as the light discrLipdrlcy in the 3rd quartile is
 
concerned. However, the difference is very much noticeable
 
in the case of the 4th quartile. A large part of this
 
difference is likely to consist of conscious understatement
 
of income', although a small part may well reflect
 
consumption of own account production and draw-down. In
 
contrast, expenditures are unlikely to be understated, even
 
at the upper ends of the distribution, because we detailed
 
out a long list of possible types of expenditure, which is
 
supposed to facilitate the process of accurate recall.
 

145
 



8.11 	Though expenditures are identified in this study as
 
reflecting permanent income, we may, in passing, note the
 
following characteristics of the measured income of the
 
sample households. More than one earner per household is the
 
norm. The average number of earner per household is 1.77.
 
The highest number of earner per household is found for the
 
first quartile where annual income per earner is the lowest
 
in the table. In all the income variables i.e. in cols. (3)
 
- (5) one finds a smooth progression of values from the 1st
 
to the 4th quartile. Also average incomes on this SR
 
households is significantly higher than estimated average
 
income for urban areas as a whole in 1984/5, whose
 
distribution is shown in Table 8.3 below2 . It has often been
 
said before, usually on a priori grounds, that urban
 
rationing beriefits households with above - average income
 
more frequently than is desirable (Clay, 1981). Such
 
assessments are hereby given a firmer basis of fact. We
 
shall return below to this issue of inequitable distribution
 
of SR offtake.
 

1. 	 Understatement of income, especially in the upper reaches of
 
the income distribution, is a fact of life. Well-trained
 
investigators such as our own, may frequently be aware as it
 
happens but unable to do much about it.
 

2. 	 Income per capita in terms of quartiles were calculated for
 
1978/9 on the basis of HES data for that year. They were
 
then expressed in terms of 1984/5 prices by applying an
 
appropriate cost of living index.
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Table 1.3
 

Relative Standard of Ljvin, onOur Sample to Re resentative
 
Urban Households inVarious Quartiles, 1914/5
 

(Tk./capita/yr.)
 

Quartiles 	I per capita expenditure per IPer capita total IRatio of Col.
 
I year, urban areas in Iexpenditure per I(4)to col. (5)
 
1 langladesh, 1914/5 Iyr.,on our samplel
 
I......-------------------I I
 
IFood items INonfood ITotal II
 
II items I I
 

................................................................................
 

(1) I (21 I (3) I (4) I 15) I (6)
 

Lst 2221.5 136.1 3158.6 4387 72.0
 

2nd 2489.0 1017.6 3506.6 6120 57.3
 

3rd 2744.2 1256.9 4001.1 1160 50.9
 

4th 6274,1 4135.4 11010.2 13161 13.6
 

Iote:Food and nonfood annual expenditures percapita were first estimated for 
various quartiles forthe year 1978/5 using RRS 1971/9 data. Using consumer 
price index formiddle income families inDhaka obtained from EBS, these 
averages were adjusted upwards. Sepatate indices forfood and nonfood items 
were used. The food index in1514/5 was estimated at 3;5, as aqaiast 15 in 
1971/9 (both with 1973/4 = 100). Tkis suggested that food prices isDhaka 
for middle-income families had risen by about 196.0% between 1978/9 and 
1901/5. On that basis, the values isco.2 were obtained. Likewise, values 
in col.3 vas obtained by applying an appropriate norfood price index for 
Dhaka middle-income families. The other two series on consumer price index 
pnblished 	by BBS were deemed to be more 6pecialised in nature, and
 
therefore 	not used
 

Source: (HRS, 1978; our own sample survey results).
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Table 8.4
 

Quartile Distribution of Family size, food and Nonfood ipenditures, and to.of garners,
_ 

Sk louseholds' Survey gladesh 19I5
 

I ousehol I Hale adult IPer capita expenditure IAverage number I % share Istotal per capita
 
Quartiles 	I Size Iequivalent I------------------------- Iofearners Iexpenditare 

! (los.) Iconsumption I Food INonfood ITotal I I----------------------------
I Iunit (Nos.) I I I I I Food I looiid 

(1) 1 (2) 1 (3) 1 (4)1 (5)1 (61 (7) I I) I (1) 

1st 1.11 6.65 3010 1301 4317 1.58 10.2 21.1 
(70.3) (29.6) 

?ad 1.65 6.31 4017 2103 6120 1.76 5.6 31.4 
(71.1) (29.0) 

lid 1.21 6.0 5045 2115 76O 1,61 6.2 35.1 
(69.6) (32.4) 

4th 5. 5.97 7015 6154 13160 1.77 53.3 46.7 

(57.0) (43.4) 

M 1.63 6.23 4745 3017 7762 1.77 61.1 3.9 
(61.0) (32.0) 

lote : 1) 	Quartile distribution ibbased on enpenditere per stendardised consumer unit. However, petcapita
 
ependltere intkis table and elsewhere isderived by dividing household expenditure by the number
 
of household sebers.
 

Soirce: Our own St sample survey.
 

148
 



8.C Analysis of Sample Food Consumption
 

8.12 Table 8.4 
 shows the size of household, the levels an
 
composition of average expenditure as between food 
 anc
 
nonfood categories, on 
 our SR sample households. ThE
 
percentages within parentheses in cols. 
 8 and 9 show thE
 
quartile-specific 
budget shares of food and nonfood itemE
 
for all urban 
 areas in 1978/9, as far as possible on a
 
comparable basis. 
 Several observations are in order 
 here.
 
First, average family size on sample households is larger

than the national urban average'. Second, inspite of larger
 
household sizes, per capita expenditure on the sample on
 
food and nonfood items is significantly larger than the
 
estimated corresponding figure 
 for all urban areas in
 
1984/5. Per capita incomes on our 
sample are higher by

anything between 96% 
and 20% - depending on the quartiles 
than what is estimated on rather generous bases, 
 to be the
 
average income of representative urban households in various
 
quartiles. Third, the overall share of food in 
 household
 
budget of the sample, at 61%, compares with the 68%
 
estimated 
 for urban areas as a whole. In both cases, the
 
percentage 
 of food declines with higher quartiles, but
 
the rate decline is slower in the case of the 
 estimated
 
1984/85 percentages. 
 Again, in both cases, the fall is
 
visibly more rapid in the last quartile.
 

8.13 We should perhaps 
 at this stage point out that there is
 
probably a significint difference, as regards the capacity

of households to 
earn and spend money, between the urban
 
areas as a whole which underpin the basic HES estimate used
 
in Tables 
 8.3 and 8.4 and the cities of Dhaka and Khulna
 
that our own survey have covered. One should only remember
 
that for the purpose of the HES 1978/9, an area with a
 
population in excess of 25000 persons 
was Ireatud as urban.
 
Such a definition perhaps brought 
within its purview the
 
small un-industrialised mofussil town as well 
 as mojor

cities, boasting wealthy industrial and commercial
 
concentrations. 
 The urban sample of 
the HES must have been
 
more inclusive than our own. This 
is important to bear in
 
mind when comparing expenditure per capita 
on our Dhaka-

Khulna SR samples with an updating of the 1978/9 estimates.
 

8.14 The substantial differences between the 
 two averages,

certainly not surprising, highlight that the average
 
recipient of SR in 
Dhaka and Khulna is significantly better
 
off in life in 1984/5 than the representative urban
 
household in !!ngladesh. 

............ -..... .... .
 .................................
 
1. This is borne out be comparing sample average family 
size
 

with the corresponding urban average 
 for 1978/9, obtained
 
from 1978/9 HES.
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Table 8.5
 

Quartile Distribution ofEnpenditore on Cereals and Cereal Derivatives, SNHouseholds
 
Survey, Banqladesh,_l195
 

..... ........................................... 	 .......................................................................
 

I Percapita expenditure on I As I of all cereals expendittre
 
Ouartiles I......... ......... ......... ........--------------------------------------------------------------------------


I Rice I Wheat I Flour, floor- I Atta I All cereals IAll cereals IWheat IAll food- IFlour IAtta
 
I I based productsl Iexcept fhol I Igrains I I
 

Il) I(2)1 (3) (4) I (5) 1 (6 I (17 I (8)1 (9) I (11 I1(ll)
 

Ist 995 186 9 46 1288 1357 13.7 87.0 5.1 3.4
 

2nd 1028 229 IS4 24 1359 1553 14.7 80.9 12.5 1.5
 

3rd 958 239 252 29 1325 1577 15.1 75.9 16.0 1.8
 

4tk 1196 433 426 34 1616 2042 20.5 71.3 20.9 1.
 

All 1036 266 229 34 1187 1616 16.3 79.8 14.2 2.1
 
........................................................................................................................
 

Note :a) 	Percentages below only include expenditure on rice and wheat, whether ornor bought through rationing.
 
Difference between cols 9and 8equals proportion ofrice incereal budget. Percentages incol, 9 through
 
11need not add up to 100, because share ofsome cereal derivatives are not included,
 

Source: Our SR sample surveys
 

8.15 Table 8.5 shows the levels and composition of expenditures
 
on cereals for the SR household sample. It is somewhat odd
 
is that 'as a percent of expenditure on all cereals,
 
expenditure on wheat increases, at first very steadily but
 
finally at a rapid rate, from one quartile to the next. We
 
would like to offer three explanations for this. First,
 
wealthier households tend to have a nigher ratio of domestic
 
help and non-kin dependants in the size of the household.
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Wheat may contribute by far the greater part of the
 
Second, there is evidence
foodgrains fed to these members. 


to believe that educational levels in wealthier households
 

are 	 higher. These households will likely have a higher
 
between rice and
proportion of their members who choose 


wheat on the dietary and health value considerations.
 

Obviously, higher educational levels of wealthier households
 

facilitate such choices. Such dietary choice process favours
 

wheat. Besides, households with members with high blood
 

family history of diabetes or
 sugar levels, or with a 


cardiac problems tend now-a-days to lean towards a wheat

based diet, especially in breakfast and supper. Certain
 
Lailareligious festivities, e.g. the celebration of the 


tul-Barat among Muslims and of the Durga Puja among Hindus,
 

ceremonially involves distribution of charities of cooked
 

meal among the pucr. "Ruti-halua" is an item pervasively
 

for this purpose by both types of people.
used 

(Incidentally, Laila-tul-Barat preceded the commencement of
 

likely, such
this survey by only about 40 days). Quite 

with capita
expenditures are positively correlated per 


would be that
expenditure, Another way of saying this 


"charity" is a normal "consumption good". These three
 
us to largely account for the
explanations would appear to 


observation regarding wheat expenditure per capita.
 

8.16 	We note next that the expenditure on all foodgrains as
 

percentage of expenditure on cereals declines from 87% for
 

households in the first quartile to about 80% in the top
 

quartile. This is to be expected. We obviously have an
 

interest in our next finding, namely, that the expenditure
 

on flour and flour derivatives (bakery products and fried
 

flour-products) as a propurlion of cereals-expenditure rises
 
Flour consumed
quite systematically through the quartiles. 


in Bangladesh is largely produced out of the wheat
 

distributed to the flour mills at subsidised prices for
 

onward distribution at similarly subsidised prices. Our data
 

suggest that the richest 25% of our households account for
 

42% of the expenditures on flour, while households in the
 

3rd quartil- account for 33%. The top half of the
 
of 	 the
distribution thus account for three quarters 


expenditures on flour and flour products'.
 

We should add a qualification here that, especially for the
 

wealthiest 25% of the households, the relatively higher
 

proportion of expenditures on flour and flour-products could
 

well in part result from higher prices of product associated
 

either with higher quality or with its prestige value, when
 

bought from an exclusive outlet. e.g. the cake bought from
 

FInch Bakery, or some such place.
 



------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------

Table 8.6
 

Food Consumption Pattern by~pediture Quartiles SR Households Survey,
 
BingIadeshj j968S
 

(Unless shown otherwise, Tk./Tz.!
 

IPulses, I Oils ISugar ISpices, IAll IFish, IPulses I Oils IOthers
Quartiles ICereals, IFish, 

Icereal IMeat, IVegetables I Isugar IOther ICereals INeat Iand all I I
 

Iderivative Idairy I I Iproduct Iedibles I Idairy Iveg. I I
 

I IProduct I I I I I Iliteas I
I I
 

(1) (2) (3) (41 (5) (6) (7) (1) (9) (10) 111) (121
 

127 139 22 44.0 25.6 20.9 4.1 5.2
1st 1357 178 646 


17 172 44 38.7 30.1 21.5 4.4 5.4
2ad 1553 1208 863 


4.4 6.7
3d 1577 1839 1079 222 282 45 31.2 36.4 21.4 


5.1 5.1
4th 2042 2811 1365 360 305 53 29.1 41.2 19.4 


11 1616 1663 981 218 226 40 34.0 35.0 20.7 4.6 5.3
 

Sotrce :St saaple surveys
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8.17 We next turn, in Table 8.6, to the composition of per capita

food expenditure as between various groups of edible items,
 
like cereals, fish-meat-dairy products, pulses and 
vegetables, edible oils and fats, and others'. The 
percentages presented in cols. 8 through 12 capture the 
highlights of this table. In overall terms, only 34% of food 
expenditures 
 is allocated to cereals. A significantly large
 
share 35% and 20.7%, respectively are allocated to protein
rich categories of products shown in col. 9 and 10. Even
 
households in the first quartile devote, on average, about
 
46% their average food expenditures to commodities more
 
noted for their protein than for their caloric intake. In
 
fact, the sample in overall terms, has a strong preference

for protein-rich food. Proteins in food in urban Bangladesh
 
are 	 evidently expensive. The unmistakeable preference for
 
protein-rich food suggested by this table points to the fact
 
that 	SR beneficiaries in general are well-off households.
 

9.18 	Table 8.7 shows daily calorie intake from various groups of
 
food items. Three aspects of the information in this table
 
are worthy of note. First, overall calorie intake on the
 
sample is high indeed, at 2297 k.cal per day. Representative
 
urban average on all Banqladesh basis, estimated from quite 
firm HES data in 1973/4, is found to be 1920 k.cal and fror 
somewhat less firm data of HES 1976/7, is found to be 1897. 
Second, the values of each of the quartiles exceed those 
derived from earlier lIES. Finally, the daily calorie intake 
of only the first quartile on this sample, at 1865 k.cal, 
appears lower than what is frequently pur forward as the 
poverty level intake for Bangladesh, namely 2100 k.cal. But 
we should remember that even this class of households were 
found to be devoting a large part of their incomes favouring 
protein-rich food. Obviously, their measured low intake
 
represents not so much their proverty as perhaps a peculiar

preference for protain. We would like to assert, therefore,
 
that poverty appears to be conspicuously removed from the
 
Zood consumption characteristics o' our randomly selected SR
 
households.
 

Dairy products include chicken, egls, butter and cheese.
 
Ghee and vanaspati are included in oils. Unfortunately, the
 
earliest year for which representative urban data providing

similar disaggregation by comodity exist is 1976/7. It
 
would, lowever, not be very appropriate to compare the
 
relative shares in Table 8.6 with the corresponding
 
percentages relating to 1976/7.
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-------------------------------------------------------------------------------------------

Table 8,7
 

.. ..... (K.cal/per dcil
 

Icaloric intake, all urban population
I Caloric intake per capita perday 

I------------------------------
I--------------------------------------------------------


Quartile ICereal and IFish IHilt, ! Pulses, I Oils I Other I Total I 1973/4 I 11M/7
 

qroups Iderivative Iand Idairy I all I I fruit I I I
 

I Imeat Iproducts I veg. I I I I
 
.....................................................------------------------------------------------------------------

{l) (10)

1I (2) (3) 14) (5) (6) (7} (91 


43 29 242 207 13 1165 1135 1514
1st 1331 


24 2346 IM04 1710
2d 1600 14 13 284 216 


370 31 24417 201 1976
3rd 1504 127 101 314 


410 14 69 2591 2266 3330
4th 1411 141 129 


310 321 33 2291 1920 1197
All 1451 99 83 


........................................................................................................................
 

Note: Note that the averaqe daily calorie intake inurban Bangladesh in1976/7 appears to have been both lower and more
 

Kuqtada 11985, Table 3.3), too, has reported a drastic increase Inthe GIl
noequally distributed than in1913/4. 

- an increase of13percent points.
coefficient of urban incomes between 1973/4 and 1916/7 


Cols. 2 throuqk I are from our ovn sample. Col.9 iscalculated from BBS,1980, vol.I1,Table 1.19, col. 1O is
Source: 

calculated from BBS, 1982, Table 15.16
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8.19 	There findings confirm what earlier assessments, usually
 
done on a priori reasoning, of SR had alleged to be its
 

tendency to reach mainly the nonpoor in urban areas. Thus,
 

it has been argued, "the poorest consumers, excluding low

paid public sector employees, are therefore left to depend
 

on the residual commercial market for foodgrains and will
 

bear the brunt of adjustments to fluctuations in domtectic
 
supply" (Clay, 1981, p.60)1. Clay was referring to all
 

priority channels of PFDS. He saw inequity, howsoever
 
justified in the context of the organisational imperatives
 
of what he called a military-bureaucratic-political complex,
 
as the most distinctive feature of the priority channcl of
 

the PFDS. We can now see that the operations of the SR
 

provides perhaps the most unambiguous documentation of the
 

inequitable nature of the supplies within PFDS favouring
 
urban areas.
 

8.20 	We must now seek to provide some plausible explanations for
 
why SR rarely, if at all, reaches the really poor segment of
 
the urban population. For one thing, two aspects of the
 

administration of SR results in that the poor find
 

themselves cut out from it. First, new issue of SR cards has
 
been stopped since 1974 except to persons belonging to the
 

priority categories, like government servants on transfer,
 
etc. Between 1974 and 1981, DhakA's population more than
 
doubled. Dhaka is the only city out of the four SR areas in
 

Table 8.8 where growth rate of population 1974 through 1981
 
was higher than during 1961 through 1974. Urbanisation in
 

Bangladesh has Cypically represented relocation in urban
 
areas of previously rural, invariably land-poor, farm
 
wbrkers. There is evidence above that Dhaka has been over
urbanised than other SR areas. Theze has thus been a
 

relocation o5 existing poverty in favour of urban areas in
 

general, and :,Dhaka in particular. And yet vast numbers of
 
poor relocating themselves in Dhaka and in preference to 

rural or other urban locations found themselves counted out 
of the SR system. 

There i s nor contradiction between Clay's reference to the 
poorest consumers only being left out of the rationing
 
system arid our finding that SR predominantly benefits the
 

nonpoor. The point is that he was speaking about the
 
coverage of all the priority channels of PFDS, including the
 

SR. It is of course quite plausible that a percentage of
 
offtake by channels such as Other Priorities, or Large
 

Employers may indeed reach relatively or even absolutely
 
poor households living in non-SR areas. In contrast, our
 
findings are specific to the households in Dhaka and Khuliia
 
covered by SR.
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Table 8.8
 

Urbanisation of Four Major Statutory Rationing Areas,
 
1961- 1981
 

(Compound growth rates)
 

Name of I Population I Rate of growth per year 
the city II-----------------------I---------------------------------

1 1961 I 1974 1 1981 I 1961-1974 I 1974-181 1 1961-19a3 

Dhaka 521 1679 3458 9.41 10.9 9.9
 

Chittagong 364 890 1383 7.11 6.6 6.9
 

Khulna 128 437 623 9.9 5.2 8.2
 

Raishahi 57 133 172 6.7 3.7 5.7
 

Note: Natural logs have been used.
 

Source: 	 Population figures for 1961 and 1974 are from BBS, 1975.
 
1981 figures are from BBS, 1982.
 

8.21 	Secondly, between 1974 and 1985, households that were
 
already in residence before 1974 and had been issued ration
 
cards may be supposed to have through time improved their
 
economic situation. The reasoning at this stage of our
 
argumentation may appear a little conjectural, for the
 
necessary empirirism is hard to come by. Between 1974 and
 
3985, the citiae of Dhaka ant Khulna have witnessed an
 
unprecedented boom in subsidised, long-term iesidential
 
investment. Families with some owned land have, with a bit
 
of administrative connecions, frequently become ownere of
 
sizeable and previously improbable, annuities in the form of
 
rental incomes. Many categories of households have mainly
 
benefitted from the dramatic improvement of earnings implied
 
by the boom: (1) senior and mid-level government servants,
 
and senior officers of public sector agencies who were in
 
possession of land r'r long-term lease; (2) officers in the
 
armed force with the rank of Lt. Col. and equivalent or
 
above; (3) private-sector people who owneC land in and
 
around the city; (4) dealers or importers of building
 
materials and men in construction consulting firms; (5) re
rolling businessmen, makers of residential implements from
 
steel, etc. Ownership of a small piece of land in the city
 
of Dhaka, Chittagong, Khulna and other SQ areas frequently
 
transformed incomes possibilities of numerous households
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means. Those already rich went
theretofore quite modest of 


into luxury housing riding on the crest of long-term loans
 

at only 4% interest, and multiplied wealth at a speed not
 
thus brought
theretofore customary. Residuntial incomes, 


into oeing largely at public expense, frequently provided
 

the basis on which many opulent households succeeded in
 

shares of the massive expansion of
securing worthwhile 

It is common
industrial credit, beginning about 1977/8. 


in
knowledge that a preponderant pert of credit-led growth 


private incomes has been largely a major-ciLy phemomenon, in
 
Dhaka,
the sense that industrial be-lts around the cities of 


Chittagong and Khuliia have supposedly absorbed the massive
 

expansion of industrial credit. There can be no question
 

that the entrepreneurial agents in the centre of this
 

splurge of publicly underwritten cheap
unprecedented 

were mostly resident in Dhaka and
indlustrial credit 


Chittagong. Privatisation in inustry and commerce was
 
credit,
accompanied by a massive expansion of trade 


particularly to jute trade (Chowdhury, 1984), the major
 

centres for which, incidentally, are Dhaka, Naray',nganj and
 

Khulna. Such credit was occasionally diverted on a large
 
is in Dhaka and
sc,.Le as in 1980/1 (World Bank, 1981). It 


the major entrepreneurial groups
Chittagong that most of 

reside.
 

above serves to show that households in Dhaka of upper
8.22 	The 

class or even upper-middle class position secured, in a
 

decade or so, what were unbelievable riches. Other middle
on the crest of the
class households were thrusted forward 


Middle East, whether in the capacity
manpower export to the 

recruiting
of actual immigrants or due to any spawned (e.g. 


agency, travel agency, photocopying, foreign exchange
 

brokerage, trafficing in "short-circuited passports:,
 
inzomes have
private vocational schools etc.) As average 


risen, and ag female labour force participation has risen
 

too, parental demand for early schooling has risen aiso,
 

thus spawning numerous private sector nurseries, high

schools, 'pre--cadet' training schools. There are hundreds of
 

cases of men and women securing formidable economic security
 

via this route, having begun their working lives in stark
 

for private health care, numerous
austerity. Facilities 

been opened.
Chinese restaurants, shopping arcades have 


Indenting of foreign products, techno-economic-engineering
 

consultancy have experienced very considerable expansion. In
 

short, members of middle and lower middle class have also
 
to raise average income
found reasonably widespread access 


considerably.
 

the upper anJ middle classes in
8.23 	The point being made is 

cities of Dhaka, Chittagong and Khulaa have enjoyed sharp
 

acceleration of and
industrial infrastructural investment
 

and presumably private incomes, too. The irony is that
 

perhaps most, if not all, of these households are treated as
 

priority recipients of subsidised ration simply because, in
 

SR, cards, upto 1974, were 
issued on residential basis and
 

because renewal of those cards was virtually :utomatic.
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8.24 	The SP cities in general, and Dhaka in particular, have been
 
areas of relative opportunity even for households who came
 
into residence before 1974, were issued with SR cards and
 

have stayed on eversince. Many master weavers, especially
 
those with a flair for mechanical systems, who earned
 
relatively low real wages in public sector mills in pre-1974
 

days, quit to set up on their own or with a partner
 

eventually to achieve control of one or two powerlooms a
 

couple of years later, when expansion in powerloom loomage
 

began. Many rickshaw-pullers have, when accosted by the
 

writear of these lines, related the story of their
 

accumulation of small but self-effacing bits of savings,
 

leacing eventually to their risinq to the rank of a
 

proprietor rickshawalla. No doubt, food subsidies
 

uiidoubtedly played a note, though not a very important one,
 

in improving their food security in the years since their
 

first coming to Dhaka. It continues to do that to this day,
 

although they may be much less deserving of these subsidies
 

than the more helpless migrants who came after 1974, that is
 

after ration cards were stopped being issued to new-comers.
 

8.25 	The really paradoxical aspect of the situation is that rural 

migrants who streamed into the SR cities in the wake of the 

famine of 1974, not least because they were re-assured by 

the continued guaranteed access to cheap rationed food to 

the poor people, at times their own kinsfolk, in these 

cities, as they themselves starved in the countryside, werfi 
turned down by the rationinq system. These relatively 

luckless people constitute a very larqe bonl; no less than 

three quarters of a million person may . involved in this 

category in Dhaka itself. These are the poorest of the poor 

In the SR cities. An yet, these households are unlikely to 

find themselves on any sample of SR covered households. The 
conclusion that the above analysis suggests is that SR, at 

least in Dhaka and Khulna, as a norm reaches nonpoor 
households. It is not being said that poor households never 
are covered within the SR, still less that no poor 

households benefit, at any rate indirectly, from the SR. (We 
shall siortly present some idea about the extent of leakage 

of SR foodgrains, presumably benefitting the poor). The
 

point being made is that the chief, if not the only,
 
beneficiaries of the system are the nonpoor.
 

8.26 	At this point, we may do well to anticipate two I Ps of
 

comments which may seek to call into question the -. idity
 
of these results. First, it may be argued that ours is a 

small sample in view of the total number of SR-covered 
households in the cities of Dhaka and Khulna. Hence the 
findings from such a survey cannot be accepted as depicting 
representative truths pertaininq to SR households. Such a
 

view would appear to us to denigrade the value of our
 

selecting the ration shops at random, and theni of, randomly
 
selectinq the address of our ultimate respondents from a
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long list of addresses of persons who were actually lifting
 
ration. This procedure would serve to significantly increase
 
the randomness of the actual selection. Secondly, it would
 
be nearly impossible to design a statistical frame for
 
conducting a representative SR survey that would stand up to
 
every reasonable nuance of representativeness. For expample,
 
in order to estimate the size of a desired sample that
 
yields suitable confidence intervals, one needs estimates of
 
the 	 mean and standard deviation of a basic variable,
 
frequently called an indicator rariablq, for the universe
 
involved. Now per capita consumption of rice and wheat could
 
have 	been used as the indicator variables. But the last HES
 
for 	 which data are available in published form in the
 
ccmmodity disaggregation desired was 1976/7 and as has
 
already been noted, was of dubious quality. Furthermore as
 
the BBS publishes these household data in panel formaccess
 
to individual values of the vairables which as needed if
 
standard deviation was to be computed would have very
 
difficult to manage. There is not much in these two comments
 
therefore that flaws our results.
 

8.D 	 Rationing Behaviour of the Sample Household:
 

8.27 	We would like now to present the analyses of relevant
 
antecedents and rationing behaviour of the sample households
 
in terms of the following: (a) residential characteristics;
 
(b) 	 average number of minor and adult cards per household;
 
(c) average number of minor and adult persons within
 
households; (d) average number of weeks ration is lifted in
 
a year; (e) average quantities of rice and wheat lifted in
 
1984/5; (f) average quantities of rice and wheat in
 
entitlement; (g) the decomposition of the quantity entitled
 
but not lifted due to irregular lifting, lifting at less
 
than quota and an interaction ter~n; (h) the possible exteat
 
of leakage of ration foodgrains from household consumption ;
 
(i) hotiseholds' own perceptions of what proportion of their
 
foodqrain reqtiirements were met by ration offtake; (j) the
 
nature of consumer preference for ration "boiled" versus
 
atap rice.
 

8.E 	 Residential Charcteristic:s of Sam le Households:
 

8.28 	Table 8.9 shows quartile distribution of households by the
 
stage of their lives when they came into residence in these
 
two cities. In overall terms, only two of the categories
 
shown in the table appear materially involved. The heads of
 
72% of the households were born outside these SR areas but
 

came into permanent residence in these areas subsequently.
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Another 24%, overall, have been resident in these SR cities 
since birth, while only 3% reported having moved into these 
SR areas due to trdnsfers on duty. An important 
characteristic of the sample is that a distinctly lower 
proportion (14%) of the households in the lowest quartile 
have been resident in these cities since hirth than those '.n 
the higher three quartiles (ranging between 26% to 29%). 

Table 8.9 

Residential Pattern ofSR Households on the sample, 1985 

.........................................................................................
 

Quartile IResident in IHoved into this ICame into residence II live alone here, 
groups I this SR area ISi area after birthl due totransfer in I though myfamily 

Isince birth Iof head ofhoose- Imy job I lives invillage/ 
I Ihold I Isi~aler towns 

(1) (2) 13) (4) 15)
 

1st 14.0 86.0 

2nd 28.0 61.0 3 

3rd 29.0 65.0 4 2 

Ith 26.0 69.0 5 

All 24.0 72.0 3 

Source: SR sample surveys.
 

R.29 Table 8.10 is concerned with yet another residential facet
 
of the households, namely length of residence by quartiles. 
On an overall basis, the average length of residence of 
households whose hec,,s were not born in these two cities is 
quite high, namely about 20 yearF. As we have noted at the 
bottom of that table, the actual iverage length of residence
 
has to be deented as even higher than 20 year, because we 
looked only it the length of re idence of households who at 
some poiidt re-settled in these SR ,reas. The upshot: is that 
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a clear majority of sample households, previously having 
lived outside Dhaka and Khulna, decided to permanently 
settle in these two cities.Note at this stage that, overall, 
only 3% of the households reported that their movement into 
these cities was occasioned by transfers on duty. The 
category of those who settled down 'n Dhaka and Khulna, In 
preference to the places of their birth, reflects, by virtue 
of its sheer dominance, a fact well-known to many, namely 
that especially Dhaka has attracted many families on account 
of its being the country's capital. We can perhaps even 
surmise that a process oE conscious choice was exercised by 
these households in selecting Dhaka and Khulna, not the 
least important of the reasons for which may have been that 
these have for long been covered by statutory rationing. The 
"average" household in these category moved into SR area 
about 20 years age, or in 1965. It is apt to remember that
 
in 1962/3, erstwhile East Pakistan had a crop failure (See
 
Ch.2, Table 2.6), which sent market prices upwards. SR
 
offtake during 1962/3, at 292 thousand tons, has been the
 
highest ever in the entire decade ending in 1969/70. The
 
protection that coverage in SR provided in that year from
 
sudden spurts in rice prices must have beeri consilerable. It
 
is not to be ruled out, therefore, that the presence of SR
 
in Dhaka and Khulna added to the attractiveness and promise
 
that these two cities were already possessing for quite
 
other reasons. The timing of our "average" household moving
 
into Dhaka and Khulna may, therefore, well be more than
 
coincidental'.
 

8.30 	Table 8.10 also presents two additional sets uf averages of
 
some importance, namely the average number of years since
 
the household has been issued with ration cards, and the
 

average number of years spent by households without the
 
benefits of SR. This last set of averages is relatively more
 
interesting. We find that the length of the period which
 
households had to spend in these SR areas before being
 
issued cards is the highest for the lowest quartile, and
 
lowest for the highest quartile. A t-test showed that the
 
mean of the lowest quatile was significantly higher than
 
that for the other three quartiles. This is intuitively
 
acceptable. The 'average' household was issued ration card
 
15.7 	years ago, i.e. in 1969 or so. The ratio of :ation to
 

..................................................................
 

We should note, in passing, that the coefficient of
 
variation attached to this overall average is large, 49.6%.
 
This high order of variability is mostly a result of thi
 
relatively small sample size, and is unavoidable. This
 
should, however, in no case completely nullify that the
 
central tendency of this sample has been one of moving into
 
SR area for permanent residence somewhere during the mid
 
1960's
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market price in that year was a paltry 30%, and the quota
 
per adult card was about 50% higher than it is today. There
 
was very sizeable incentive to ensure the issue of cards in
 
favour of oneself. Ensuring coverage within SR required (a)

suitable employment status (e.g. government service) (b)
 
social or political equation, or (c) capacity to resort to
 
graft. Poor people outside government service would
 
frequently lack both (b) or (c). It is to be expected,
 
therefore, waiting time would be related to economic status
 
of households.
 

Table 8.10
 

Length of Residence i.SR Areas, 1985, by
_urtiles
 

.......................................................................
 

Quartile 	INo.of years I10.of years 1 Io.of years since 
groups 	 I since household I since households Imovinq intoSR area
 

Imoved into SR I has been issued Ispent vithout,the benefit
 
Iarea ISR cards Iofration cards
 

.......................................................................
 

(1) 12) 13) (4)
 

1st 23.9 14.1 9.2 
(49.4) (46.1)
 

2nd 19.6 11.1 1.3
 
(41.0) (53.7)
 

3rd 18.4 11.2 4.2
 
148.9) (57.3)
 

4tb 17.9 1.9 1.0
 
(50.9) (61.8)
 

All 20.2 15.7 4.5
 
(49.6) (52.1)
 

.......................................................................
 

Vote: 	 The averages inCol,3do not include households whose
 
heads were born and brought up in these two SR areas.
 
Inclusion of such cases would have raised further these
 
averages.
 

Source: SR sample surveys.
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8.F 	Occupational Pattern of Heads of Households:
 

8.31 Tale 8.11 shows the distribution of the heads of 3026 SR
 

households covered during an interview carried out in April
 

1985'. We find that about 82.5% of the heads of households
 

involved had some defined employment status, while 8.5% of
 

the cases returned obscure returns about the occupations of
 
:
their households . Also, 8.4% of the households are headed
 

by retired men, or by women, presumably widows or wives with
 
their husband abroad, both types not working to earn and
 

hence properly treated as outside the labour force.
 

8.32 	Government servants constitute the single most important
 
segment of the group having some defined employment
 

characteristic, with men in profession, trade, industry and
 

other services being the next important category. Semi

government employees come next followed by salaried
 
employees in private firms. Representatives of occupations
 

with low socio-economic rating, e.g. artisans, rickshawala,
 

maid servants are not much in evidence in this lot.
 

8.33 	Table 8.12 presents occupational details of the heads of
 

households on our SR sample. There are several noteable
 

similarities between the proportions in these two tables.
 

The proportions of semi-government and private sector
 

employees are strikingly close. The proportion of those in
 
government service on our sample is reasonably close, if
 

somewhat lower. The overall proportion of the self-employed,
 

including in it both occupations of high arid low sociao

economic rating, in the two tables are almost identical,
 
31.9% in the ration shop sample and 32% in SR sample. The
 

proportions o:= households whose heads do not themselves work
 

to earn are also very close indeed. In essence, therefore,
 

we would like to think that our samples have been drawn from
 

the same structural universe as the much larger ration shop
 

survey sample. This is a recognition of some considerable
 

comfort to us.
 

1 	 These interviews formed the basis of a survey of 10 ration 
shops carried out by us at the time. Interview were 
conducted with randomly selected persons that were actually 

lifting the ration of their own households, or on behalf 

thereof. Interviews were conducted at or around the ration 

shop premises. Ration shops only in Dhaka SR were covered. 

2. 	 Frequently, these were cases where ration was being lifted 

by proxies who were ill at ease during interviews. It is 

well known that many thousand false cards were still at 

work and it is not to be ruled out that what we are seeing 

in this particular case is hindrend to that problem. 
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Table 8.11
 

Occupational Distribution of Heads of Households Interviewed
 
during Dhaka Ration Shop Survey.._1985
 

Nature of income of I Nature of Employer I No. of %
 

household head/other! I household I
 

characteristics II I
 

(1) 	 (2) (3) (4)
 

Salary 	 Government 820 27.1
 

Salary 	 Semi-Government 390 13.2
 

firm
 

Salary 	 Private 246 8.1
 

?82 25.8
Wages/profit 	 Business, 

profession
 

Salary 	 other types of 65 2.1
 

organisation
 

Wages 	 Artisan, 185 6.1
 
richshawpuller
 
maids
 

2497 82.5
Household heads 

with some defined
 
employment status
 

Occupation of house-	 256 8.4
 

hold head miscellaneous, 
or unknown to ration
 
lifters
 

256 8.4
Household heads outside 

the labour force"
 
Household heads deceased, 
 16 	 .5
 

3026
Grand total 


Note: a) Percentages in col. 4 may not add up to 100 due to
 
rounding error.
 

b) This relates to housewives or retired persons heading
 
households
 

c) The person in whose name the cards were issued have
 

since died.
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Table 8.12
 

Occupational Distribution oF Heads of Households in Dhaka
 
and Khulna SR Areas, 1985
 

.-------------------------------------------------------------
Nature of income I Nature of Employer f All Quartiles 
from primary 
occupation 

(1) 	 (2) (3)
 

Salary 	 Government 20.5
 

Salary 	 Semi-government 12.2
 

Salary 	 Private sector 8.3
 

Wages/profit 	 High-level business 10.2
 
profession
 

Wages/profit 	 Other self 21.8
 
employment
 

Salary 	 NGO, embassies, 17.9
 
international
 
organisations, etc.
 

Household heads 90.9
 
in labour force
 

Household heads
 
outside labour force 9.0
 

Source : Sample survey 	results
 

8.34 	Table 8.13 shows the average number of members and ration
 
cards in the sample households. Both members and cards are
 
categorised as adult and minor by using 8 year as the cut
off point. This definition is due to the practice whereby a
 
household member upto 8 years is accorded half the quota of
 
adult cardholders. While the averages in col. (2) through
 
(5) are easily noted, the highliqht of the table is
 
contained in cols. (6) and (7), in that households have more
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minors cards then they have minors, and that they have less
 
adult cards than they need. Note that this need not be true
 
for every conceivable household, but that this is true on
 
the average, for each of the quartiles. The reason for such
 
a pattern may lie in the fact that the status of ration
 
cards has not been changed in the light of changing ages of
 
the members. Minors of yester years have grown up into
 
"adult-hood" on the definition at hand, without the family
 
changing the status of the cards involved.
 

8.35 This may be seen as an indirect evidence of an attitude by
 
households of the lack of acute concern with getting the
 
maximum benefit possible under the SR rules prevailing.
 
Minor cards have a quota hAlf that for adult cards, and if
 
ration subsidies are deemed very important, households will
 
consciously seek to change the status of cards whenever 
possible if doing so will raise food entitlements. The 
rations in the last columns of Tab e 8.13 do not suggest 
that this is the case with the sample households. 

Table 8.13
 

lumber ofNember and Ration Cards De HousehodL SR veyiouseholdsL
 
8anqladesh,_1585
 

...........................................................................................................
 

I lo.of member per iu:ehold IHoof ration cards at issue IWo.of cards as a ratio to 
Quartile I Iforhousehold I no. offamily members 
qroups I------------------------------ I----------------------------- I--------------------------------

I Upto 8 years 1 8 years &above IMinor card I Adult card IUpto 8 years I 8 years & above 
...........................................................................................................
 

(1) (2) (3) (4) (5) (6) (7)
 

1st 1.54 7.37 1.63 5.19 1.058 0.704
 

2nd 1.0 7.64 1.45 6.83 1.450 0.94
 

3rd 1.20 7.08 1.57 4.98 1.308 0.703
 

4th 1.06 7.73 1.71 5.51 1.613 0.713
 

All 1.21 ?.40 1.60 5.5 1.322 0.74
 

Source :SRsaRDle surveys
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8.G Frequency, Extent, and Commodity-mix of Lifting
 

8.36 Table 8.14 shows several things. First, it shows that the
 

number of times in a year that ration is lifted falls
 

steadily from the ist to the 4th quartile. Average number of
 

weeks when ration is lifted is found to be 42.5 during
 

1984/5. This incidentally is very close, if not identical,
 

to the corresponding average estimated for a much larger
 

number of ration-lifters interviewed throughout Dhaka
 

rationing area. The latter average was estimated at 45.4.
 

Second, while the weekly lifting per household of rice also
 

falls with quartiles, the same is not necessarily true of
 

wheat. Third, the overall quantity of ration foodgrain
 

lifted per capita for the s2!nple is found to Le 98.5 lb.
 

Unfortunately, the only estimate of urban lifting of ration
 

foodgrain per capita available for comparative purposes is
 

due to Ahmed, 1979, Table 14. He estimated that urban ration
 

per capita received on average in 1973/4 was as high as 275
 

lb. The ration lifted per capita even in the highest
 

expenditure size-group was estimated by Ahmed to be 240 lb.
 

Table 8.14
 

Frenuency, Conmodity-mix and Annual Quantity ofLifting. SR Survey Households.
 
Bangladesh, 195
 

INo. of Quantity lifted per week IQuantity entitled per weekI Quantity lifted 1984-15 1 Percentage shares it 
Quartile IWeeks perI (kg) I (kg) I (kg) I total qty. lifted 
groups year I......................... I------------------------------------------------------------------------
I 


ration (Rice I Wheat I Rice I Wheat (Rice IWheat I Total IRice I brat 

(lifted I I I I I I I I I 

,1) (2) 3 4 (5) MS ? 8 (9) Z) (X 

1st 45.1 2.60 6.71 3.0 9.00 116.7 320.3 436.9 26.7 73.3 
id 44.8 2.76 9.14 3.11 11.33 119.1 318.3 491.4 23.9 76.0 

3rd 41.9 2.02 5.51 2.88 8.65 87.2 233.2 320.4 21.2 12.8
 

4th 38.4 1.71 5,13 3.11 9.56 71.2 251.1 322.3 22.1 71.9 

All 42.5 7.26 6.60 3.15 9.45 91.7 288.2 385.8 25.3 74.7
 
.........................................................------------------------------------------------------------------

Note:a) Quantity entitled per week has been calculated on the basis that quota per adult card is1.5 kg. forwheat and
 
0.5 Kg. furrice, and that the quota per minor card ishalf that much.
 

b)These are per household averages.
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8.37 The quantity of ration foodgrain lifted 
per capita by SR
households 
 is therefore 
much lower in 1984/5 than in
1973/4'. The reasons 
 for this are not relevant at this
stage. Suffice it 
to say that, while the ration rice and
wheat were at least 62% 
and 62.4% cheaper than co.iparable
market prices in 1973/4, only
they were 18% and 10.5%
cheaper in 1984/5. There 
are other contributory forces

work, too, which best 

at
 
are omitted here. Lastly, the
proportions of 
rice and wheat in the quantities lifted are.
 on overall basis, 
 the same as in the allotment per card per
unit of time, namely 25% and 75%. 
 There are, however, some
variations to this 
 among the households of 
 different
quartiles 
 groups. It is interesting to note that for
households of 
the highest quartile group, the proportion of
wheat in total foodgrain lifted is the 
 highest for the
 

sample, at 77.9%
 

8.38 What is the extent of lifting of one's entitlement on this
sample. 
 Table 8.15 seeks to answer this question. One point
of procedure may be noted at 
the outset. Quantity of lifting
has here been standardised with respect 
to the number of
adult-equivalent cards since 
it is only possible to speak of
allotment per adult 
(or minor) card, as case be.
the may
Several findings are of interest here. First, 
 the same
proportion of the 
rice and wheat quota er card per year
appears to be lifted 
overall, although there 
are interesting

similarities 
 and contrasts in the proportion for the
quartile groups. The similarity is that the proportion

predictably 
declines with ascending quartiles for both rice
and wheat. The dissimilarity, however, 
lies in that the
of decline is appreciably faster 

rate
 
in the case of rice than in
the case of wheat. Wheat is, therefore, seen as the
preferred commodity by this well-off sample. 
 Also note
however, that the 
highest proportion of entitlement that is
lifted is returned for the 1st 
quartile in the 
case of rice.
 

..----------------------------------------------------------------

I. True, Ahmed's estimates pertained 
to urban lifting out of 
as well other priority categories, 

SR
 
as while our data are
specific to two 
SR areas. The point, however, is that in
1.973/4, the quota per card was 
the same 
on SR as for other
priority ration receivers, 
 as well as beneficiaries 
 under
the Large Employer (LE) category. For the 
 most part, an
urban card-holding consumption unit in 
1973/4 would quite
accurately be 
represented by an SR card-holding unit. Hence


the conclusion made in 
the text would appear to hold.
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Table 8.15
 

Percentage Liftei out of Quota on S1Sample
 

(Weighted average, 1984/5 annual)
 

IQuantity of ration lifted IPercentage lifted of
 
Quartile I per adult-equivalent card (911 allotuent per adult cardb
 

groups ------------------------------------------------------------------

I Rice I Wheat I Total I Rice I Wheat I Total
 

............................................................................
 

I) (2) (3) (4) (5) (6) Ml~a
 

1st 19.4 53.4 72.8 74.6 68.5 10.0
 

2od 15.8 50.1 65.9 60.8 64.2 63.4
 

.Aid 15.1 40.4 55,6 58.1 51,8 53.4
 

4th 11.1 39.4 50.6 45.0 50.5 48.6
 

All 15.5 45.0 61.3 59.6 58,7 58.6
 

Mote: a) Ninor cards have been treated as one-half ofadult card !or the
 

purpose of arriving at the number ofadult-equivalent cards.
 

b) An adult issupposed toreceive 26 Kq. of rice and 78 [q. cfwheat
 

per year nuder the rules prevailing in1984/5.
 

Source: Sample survey results
 

8.39 	Our data permit us to decompose the quantum of allotment not
 

lifted into (i) irregular lifting; (ii) lifting at less than
 

full quota; (iii) and an interaction between the two. The
 

lcgic of this exercise has to be understood first. A card

holder will likely lift his full quota per year if he lifts
 

his ration regularly, i.e. on each of the 52 permissible
 

weekly occasions and if he lifts the full quota per card per
 

week. His actual lifitnq may be lower than his total
 

entitlement if (a) he lifts irregularly but fully, or (b) if
 

he lifts partially, even if regularly; or (c) if he lifts
 

both irregularly and partially. The eff.ects at (a), (b) and
 

(c) in this above sentence correspond to the three noted in
 

(i), (ii) and (iii) 

that should be noted 


Table 8.1G are per 


obtained the same 


figures, and it is 


in the above. Yet another preliminary
 

is that all the figures presented in
 

household averages. We would have
 

results were we to use per-adult-card
 

not the natural thing in this present
 

context to express everything in per capita terms.
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------------------ -----------------------------------------------------------------------------------

Under-utllisation oflofton Ooota perHousehold Der yearL SRHouseholds
 

entitlenvt 

Quartile Iper year pet I---------------------------------------- not lifted
 

IQuantity entitled I Cecovpjsition of noutilised I Tota! quantity eutitled 
----------------------I blip 


Ihousehold, a. full I Irreqular liftinq ILifting at less tha:i I
I Interaction btween 

groups Iliftiog (Kg) I th2 qota Iirregular lifting I
 

I I I less than full lifting I
 

I---------------------------------------------------------------------------------------
 I-----------
Ilice I Wheat I Rice I Wheut 1 Rice Iheat I Rice I li1eat I Rice I Mbeat 

11) (2) M3 (4) (S) (6) (7) (8) (9) fie) (11)


1st 156 461 13.7 31,7 18,0 13.7 2.6 32.? 39.3 147.
 

(624) (47.6) (21.5) (45.8) (51.6) (5.6) (21.1)
 

2!1d 196 589 24.3 96.9 34.1 83.2 18.2 3.7 71.2 210.8
 

(785) (31.4) (45.9) (44.91 (39.5) (23.5) (14.5)
 

]Ed 150 450 17.9 53,3 33.9 1310 10. 33,2 62.7 216.5
 

(600) (20.5) (24.G) (51.1) YO0) (17.4) (15 3)
 

4th 166 497 17.3 52.0 52,3 119.4 2412 74.5 14.4 245.9
 
(663) (19.0) (21.1) (55.41 (48.6) (25.6) (30.3)
 

Ill 164 411 20.1 55.21 33.8 106.2 12,0 41.6 66.1 2Ml
 
(155) (30.4) (27.2) (51.1) (52.3) (18.1) (20.5)
 

Vote:hques within the parentheses show, foreach ofthe tvo conmodities, the proportion of total underotilisation of
 
yearly ration quota per buusehold as between irregular lifting, liftin -tless than the quota, and interaction
 
between the two. These :axe percentages would also beobtained ifunderutilisation of quota percard holder were to be
 
miasioed, Figures inparenthesis interediate tocols 2 and 3 show total entitlenent per household ofrice and wheat.
 



B.40 The following findings may be highlighted. First, a 
significant portion of quota under the SR system is not 
lifted. Ihe quantity of foodgrain per adult card that is not 
lifted is found to be 42.75 kg -. Total quantity entitled per 
adult card per year came to 104 kg. The proportion entitled 
but not lifted thus came to .uji.Since under SR arrangement, 
the dealers routinely are allotted the full de jure quota of 
all tha ir card-holders, (unless they themselves go for 
carry-over) the nun-utilisatiofi of the quota by households 
at once means that 41% of the SR offtake represents the 
maximum limit of potential Leakage from the PFDS presumably 
into the market -- involving diverting function performed by
 
the SR dealers' .
 

8.41 	Secon~j, the table shows in parentheses appearing below each 
row in cols 4 through 9 the results of our decomposition of 
the balance between household total entitlement and the 
quantity they lifted. In overall terms, the proportions 
shown in any of the category against rice and wheat are not 
very 	different. Again, in overall terms, partial lifting,
 
rather than irregular lifting, is found to account for over 
half of the total un-utilisation of ration entitlement, and 
this appears to hold good for both rice and wheat. This 
appears to be a sensible finding. What this perhaps means is 
that the card-holder or his proxies attend the ration outlet 
relatively reaularly. Whether, however, he lifts fully or 
partially depends on the quality of th= tice or wheat being 
distributed on a particular day and on the relative price of 
that specific variety at the ration outlet versus the market 
place. As shown further below, there is a clear preference
 
for boiled versus atap rice (table 8.17 below). The problem
 
of lack of utilisation of the quota is not so much one of
 
cardholders who rarely visit the ration shop *s one of
 
discriminating customers who base their rationing quantity
 
decisions on considerations of quality, relative price and
 
so forth. Regular attendance at ration outlets could also be
 
due to the fact that commodities other than foodgrains too,
 
are available for rationing.
 

1 	 Total ouantum entitled but not lifted is 41.98 metric ton
 
on this sample, while the total number of adult cards is 982
 

2 We do not imply here ofcourse that this was also the extent
 
of actual leakage by SR dealers into the market, for as long
 
as it is profitable for the dealer to divert deliveries to
 
the open market due to differential prices for the same
 
variety, it must also be profitable for households to
 
choose rationing as against the market. Hence it may be
 
quite wrong to equate the unlifted part of households
 
entitlement to actual leakage. However, the potential most
 
certainly exists and is evidenced by casual empiricism in
 
which retail outlets in major city bazars frequently sell
 
ex-rationing rice. We have ourselves noticed this during SR
 
field surveys.
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8.42 	This may be an appropriate stage to present: a clear evidence
 

as to consumers' preference for one particular type of
 

rationed rice tc another. Table 8.17 shows, 
 for both the
 

categories of rice, the distribution of households as
 

between various degrees to which they utilised their quotas.
 

The relative frequencies presented in this table can be used
 

to yield averages relating to the extent of lifting. The
 

average extant of lifting, suggested by this table are found
 

to be somewhat lower, esgicially for atap rice, than has
 

been shown before in connection with Table 8.15. The
 

measurement in Table 8.15 was quantitative and not, as in
 

the present case, based on subjective perceptions. This
 

suggests that the figures in Table 8.17 are not useful. for
 

pointing at the extent of lifting of rice. Of course, that
 

is not its purpose, either. Its purpose is instead to see
 

whether the perceived percentage af the quota that is lifted
 

varies as between the two major qualities of rice rationed :
 

it is comparison across two qualities. The biases, if any,
 

of responses to the relevant question asked, reproduced et
 

the foot of Table 8.17, are likely to symmetrically affect
 

both types of rice.
 

8.43 	The table suggests that a certain degree of preference is
 

accorded to boiled rice : on an overall basis, while about
 

39% of households reported they lifted 60% or more of their
 

rice quota when boiled rice is being rationed, only 21% did
 

so when atap rice was being distributed, Conversely, while
 

as much 64% of the households stated that they lifted less
 

than 40% of their quota when atap rice is rationed, the
 

itatched percentage was 48% only when boiled riceis.,The point,
 

therefore, is that the absence of preferred ration
 

foudgrain variety influences the extent of lifting. (There
 

is sim'iarly an evidence, not presented here, as to
 

preference accorded to the "red" wheat versus the "whitish"
 

wheat). It is not surprising, therefore, that lifting at
 

less than the full quota is the more important source of
 
underutilisation of the quota.
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Table 8.17 
Percenta 	gtf icita lifted ei kaW
f .for ferrod
 

ail less ':inerred Tpes fRice, Lmj' 1 dsL 98 5 qtP Hu . 

(Percentages)
 

Guartile I Boiled zice I Atap rice
 
groups I------------------------------------------------------------------------------------------------------

{ 0-19 1 20-39 j 40-59 1 60-79 1 90-99 1 0-19 1 20-39 I 40-59 1 60-79 1 80-99
 

It' 	 51 - 3 14 33 62 3 14 21
 

lad 	 35 1 is 22 23 59 ! 19 4 15
 

3rd 	 39 2 22 11 2 59 2 15 11 13
 

4th 	 52 9 12 3 24 61 II 6 9 

All 	 45 3 13 12 27 2 16 7
62 	 14
 

Note: 	 The question asked inthe survey instrument was :when lifting ispartial, what proportion of your total
 
quota do you normally lift inthe cae of (a) boiled rice, (b)atap rice
 

Source : SR saEple surveys.
 

8.44 	Ration foodgrains may leak out, presumably into the open
 
market, at the stage of the SR dealers. Further, leakage may
 
take place at the stage of SR households. The following
 
procedure was adopted to capture its possible extent. The 
respondents were asked if their households had been a party 
to the divertion into or out of their consumption flows, as 
the case may be, of ration foodgrain received by others. It 
has thus been possible to calcu~late the net quantum of 
ration foodgrain unat is leaked into or out of households 
consumption stream as the case may be. On an overall net
 
basis, the sample households have leaked ration foodgrains
 
out o'F their own consumption stream, to the extent of 0.71
 
kg. per adult card. (Table 8.18). We are not, however,
 
inclined to take this at face value. We feel some serious
 
understaLement is involved in the evidenae just noted. The
 
probable extent of leakage is shown in Table 8.18 by rice
 
and wheat, col. 9 and 10. But let us first outline our
 
procedure for arriving at this sensitive conclusion.
 

173
 



------------ 

--------------------------------------------- ------- ------------------------------------

------------------------------------------------------------------------ -----------------

were asked to state how they met their foodgzain8.45 Households 
consumption during 1984/5 : from own-acc:ount produci..ion, 

ration offtako and market purchase. They were then, in a 

separate part f the questionlnaire, asked about the quantity 
duringof ration foodgrain actually offtaken by them 

t-hey weren asked about the net: extent o:.-.1984/5. Finally, 
into consumpt . on bytheir leakage of ration f oodgr a in 

others. Normaly, ration quantity offtake net of the 

the rat ion quaint i ty thatquantity leaked should equal 
in Table 0.18 show thathouseholds consume. The figures 


this, more frequently 
 than not, is not the case. 

Table 8.19 

Llilted beteen Ionsehotd consuupi._d.i...psiih
 

Leahaae, SthoiuseLoul L..i,5
 
Accounting fInRation foodjean 


su 


--------------------- -----------------------------I--------------------------

I Quantity of ratiool QuantiLy ofratiol Ouantity oflifted rationI go.of adult I Ouantity of ration 


Quartile I equivalent I toodqrains consured I lifted 1,14-35 per) foodgr~ins litej 	I tkat cannot be accounted 
I for {per adult equivalentI cards at issue) within household, I adult equivalent I by household but 

qroups peE household I per adult equivalent) card I consunad outside, I rad) 

I card I I per adult equiva- I 

I I[q.) I (kq.} I lent card. (k.) I (kg.) 
.--. . .. . . ...... . ... .. .. . . -.....-.....---------------------------------. 
.. . . .. . . .. . . .. . ... . . .. . . .. . . .. . . .. 

I Rice IWheat I Rice I 9beat I Rice I Mheat I Rice [£Iit
I 


(41 15) (6) (7) (9) (II (I0)
(I) (2) (3) 

...... ..... .....-----------------.......... ..... ......---------------------------------------------...... ........... 


lst 6.0 15.3 36.1 19.4 53.4 0.30 1.00 3.1 16.]
 

15.8 50.1 0.35 1,07 1.6 15.52ad 1.56 13.3 33.5 

lid 5.76 12.4 36.1 15.1 40.4 0.37 oil 2.3 3.5
 

5.4 40.3 11.2 39.4 0.51 0.93 5.26 -1.834th 6.37 

6.30 11.1 36.7 15.5 45.7 054 0.71 3.2 8.29
1ll 


Vote: Col. i equals col.5 -(col.3icol.7). Col. 10equals Col. 6 - (col. 4 ' col. 8) 

Source SRbousehold sample surveys.
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8.46 	Table 8.18 in cols. 9 and 10, shows what quantities of
 
liftcd ration cannot be accounted for. On a overall basis,
 
8.3 kg. out of 45.7 kg. of ration offtake per adult card by
 
SR households in wheat cannot be account for. Is it not
 

plausible to suppose that this represents the probable 
extent of leakage of wheat? If true, this suggests a 
percentage of about 20%. In the case of rice, the percentage 
is at 24%. 

8.47 	What, then, is the total extent of potential leakage in 
1984/5 from rationing foadgrain stream? 41% of what is 
allotted to SR dealers potentially leaks out: due to 
households not lifting their full entitlement. Anot:her 20% 
of what lifted -- or another 12% of the total quota -- is 
perhaps leaked by households themselves. In all, about 53%, 
or say, about half of entitlcment of ration foodqraln on 
this sample had a potential of leakage out of household 
consumption in 1984/5. 

8.48 	Certain conditions peculiar to 1984/5 have promoted an 
uncharacte r jtically high order of potential leakage. In 

particular, we have noted the softening of the market prices 
versus ration 1-rices, especially in the second half of the 
fiscal year which reduces the incentives to lift one's 
quota. A good deal of rice that has been imported during 
1984/5 has been of a variety that is not rated highly by the 
consumers. The need for the government to import 
uncharacteristically high levels of wheat using deferred
 
payments way also have resulted in the selection of a 
variety of wheat that consumers tend to discount. What we 
may be witnissing, therefore, is peculiarly high levels of 
leakage in SR in this particular year.
 

8.49 	 Table 8.19 shows who, among the members of the households 
or their proxies, usually lift the ration. In a relatively 
large proportion of households, the head of the household 
himself or his son or brother attends to lifting. In overall 
terms, in two-third of the cases the lifting is done by the 
head himself, or his son. The sum of these two proportions 
is uniformly about 77% for the households in the first and 
second quartiles. For the third and fourth quartiles, they 
are 55% and 65% respectively. The other maaor finding of the 
Table is that better-off households utilise the service of 
male servants much more frequently than other households in 
lifting the ration.
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Table 8.19 

Family Status of PErson who Usually Lifts Ration on
 
Behalf of the Household.
 

(Percentage)
 

Quartile groups
 
I---------------------------------------------------

Relationship I !st I 2nd I 3rd I 4th I All 
with household I I I I 
head I II I 

(W) (2) (3) (4) (5) (6)
 

Head of HH 32,5 40.7 34.7 35.3 35.3 

Wife 2.5 - 2.0 - 1.3 

Son 45.0 37.0 20.4 29.4 32.0 

Daughter 2.5 3.7 - 5.9 2.7 

Brother 5.0 3.7 10.2 2.9 6.0 

----Sister 


Nephew, niece - - 4.8 - 1.3 

Daughter--in-law - 3.7 2.0 -. 3 

S o n-i n-l a w - .... 

House tutor - - 2.0 2.9 1.3 

Father 2.5 - - - .7 

Male servant 7.5 11.1 20.4 20.5 15.3 

Others 1 - 4.8 2.9 2.7 

HH stands fo; household 

Source : SR samplu survey 
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8.50 	The finding that household heads are personally involved in 
the act of lifting suggests, to our review, an aspect of the 
households' perception about the role of rationing ir 
influencing food availability. We have already noted that 
under-utilisation of ration quota in SR is more often due to 
partial lifting than to irregular lifting. We have also made 
the point that the quantity, especially rice, lifted is 
discriminatingly dicided after quality and price of ration 
foodgrain arc compared with perceived market alternatives. 
The exercise of option and discrimination is known to 
require experience. Presumably, the heads of the household 
are likely to bring the greatest degree of discretionary 
experience in the household to bear on this task. 
Furthermore, in three fourths ol the cases where sons and 
brothers w-re found to perform the act of lifting, they were 
found to be in their late teenw or beyond and presumably 
able to make intelligent decisions' 

8.51 	 Is there any contradiction between the fact that households 
appear to take seriously the quality of the decisions 
relating to the quantity lifted, and the fact, noted earlier 
on, that about 20% or so of what was lifted is not brought 
into family consumption? What is the point of taking all 
that 	trouble if a not inconsiderable part of what is lifted
 
is going to benefit others? The answer is that households 
take all the trouble because they consume a lion's share of 
what they lift. In other words, households are primarily
 
concerned with improvinq quality and reduce costs of their 
own consumption flow when they are investing their time in 
lifting. The possibility of a leakage is quite incidental to 
this decision about attention to litinq. 

8.32 	A second explanation may ] ie in the fact that the diverted 
grain may involve re-trading at a priceo intermediate between 
ration issue price, and the market priceO. If households to 
retrade a minor portion of what they lift, the need to 
ensure sound discretion in lifting decisions is even greater 
than when only maintenance of the quality of family 
consumption is the desideratum. When retrading for gain, 
howsoever smll, is another object in view, then failure to 
apply sound discretion mAy result in losses 

I 	 In SR, ration shops are kept open on Fridays so as to 
increase the convenience households face in lifting their 
quota. School and colleqe goinq teenagers, therefore, have 
no difficulty in matters of lifting the ration. That, 
presumably, al.so may explain why a relatively large 
proportion of the heads E,,housenolds is found to lift the 
ration. 

2 	 In our survey, respondents were predictably suspicious of 
questions concerning the possible incidence of divertion of 
lifted f:oodgrains Lway from family consumption. 
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£nqme s a nd 'e x P l ilec S ] 4 /8onsciously 6 d i t Ur es! f ,i6 t d) s:) i °i [ d
d.i'odn enot ao', wunde.rtk to sUrveylvea...
 

standards , ofQ 'se'lected. ho'usehold- b'enefitin',from OP. 
Additonal1 sur'veys that" could ldo Justice to tie he terogenous
cnstitut ~S",-Cf _OP asreaemd- -o'L~,,--- a'beyondtlthe \time .ava:Ilable forthe study: *'Wehad already' had ' a pretty pacd schedule for collecting primarydata. aboutthe PFDS.. '(Nor did 
the Functional C6mmittee require. it .


It was our intention to form anrintelligmibe Judgment as
average living to 
stanidards of households..in DP through its 

dlsaggrqatlon using occupational categories., Of course,' th6'
categories in OP were mainly of) government and public sector
empolyees. Once thi occupational categories were .specified, 
we had, of course fairly good notion of broad economic
situations of',these households.It is thus 

go that we' planned to
about the task of making some suggestions regarding
rationing policy for OP beneficiaries.' 

8.54 It is at times maintained the households in OP and SR 
 have
 
similar incomes and )obs. 
 Now that we know from our 
own SR
Y surveys occupational composition of SR, the foregoing

proposition appears to be debatable one.
a 

8.55 Only about one' third 
 of SR households work- for 
 the
government and 
 public sector, 
 while the matched proportionis bound to be greater In the OP, perhaps three-fifths if 
account is taken 
 of the numerous teachers of primary

schools. Except for Chittagong Hill Tracts, the other:)SR
areas are major 
 cities, of great administrative andpolitical significance. Naturally, these areas feature a
concentration 
 of relatively senior-officials, both In the
government and 
 public sector, not found in the mofussil

district head quarters. Average salaries thus 
tend to besignificantly higher 
in SR areas than for the OP 
as a whole.

Besides, as we have argued, some SR areas have seen a
veritable explosion 
 in providing to
access non-salary

income, e.g. 
residential property, consultancies, part-time
industrial projects etc. in favour of public employees. Such

opportuinities 
 have been rarer for public emplyees In the
OP. On these two grounds (and others not 
noted here), OP
salaried households 
 have to be rated as of lower average

Incomes than corresponding SR ones. 
 It Is.to be noted that

ch. 8 has shown that 
a portion of salaried households in SR
 areas have jobs with international ogranisations 
 and
*enterprises, as also 
with private corporate sector. Average

-.:- salaries, of persons from these households are surely higher

*than other public employees 
 In SR and' much higher than
 
salaries in the OP.
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8.56 OP is also different from SR in terms of the employment
 
status in another sense. Rich private industrialists and
 
businessmen in SR areas are clearly in evidence in SR, while
 
the OP does not accommodate any private businessmen, whether
 
large or small. Again average incomes must be much higher in
 
SR areas than for the OP beneficiaries.
 

8.57 	In view of these above considerations, we have treated SR 
and OP differently in our recommendations: while we have 
advocated an abolition of SR, we argue that the OP had 
better be gradually phased out af the system. This 
distinction is based on what appears to be a clear priority
favouring the average OP recipent in terms of greater need 
for food subsidy, relative, that is, to SR. We would further 
more argue that the average beneficiary household in OP may 
not be very dissimilar to that in LE in terms of average 
incomes but that the latter must be much worse off than an 
average SR household.
 

8.58 	There is of course, the view point that the OP recipients, 
howevE: great their relative need to SR households, can not 
be as mired in poverty as tho millions of land less 
agricultural households. It would, thereiore, be a gross

violation of the principle of equity that an attempt is not
 
made to eliminate food subsidies to the OP households 
 and
 
channelise themselves instead towards the villages. This is
 
a valid considaration, and we had ourselves not overlooked
 
this. The point, however, is that this applies more
 
fittingly to thp EP, and we could not have wanted an end to
 
OP and LE as channels without at the same time wanting EP
 
ended, too. However, since the relevant information about EP
 
was, as already explaned in cahpter 1, not made available
 
the necessary research was not possible. It would have been 
unfair to make such a profound recommendation without the
 
benefits of considarable and dispassionate research.
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SMODIFI ED RATIONING,iIN BANGADES I

~'9l~ 	 (MR) first introduced as a s eparateoiidRationfilng was 
canduitof thePFDS in'1949. ts stated objectivehas always 

tet"o obring. ai degree oh 
.populationoutsdethe,SR areas and not belongin g to any
o 


of 6the of having priority rationing. DPLs are
groups in 

prep 'red' on, the fbasis of, :taxes household, pay to
 
municipalities and Unidn Parishads(UPs). Subsidised~ rice and
 
wheat within the overall allotment to MR ares distributed to
 
households belonging to the two bottom tax-paying categories
 
(see below). In 1975/6, it was estimated that about 30% of 
M4R foodgrains were distributed in the pourashavas in 
Mymensingh, the then largest district in Bangladesh (Ahmed, 
1979). 'The remaining 70% was distributed through the medium 

iof UPs. This part of the MR offtake is the core of the rural 
MR.. Unions are the territorial unit relevant here. All l 

households,.within a union are classified by the amount of 
Chowkidari tax paid per year, into four categories. In 
1984/5, households paying no chowkidari taxes were in *A' 
category; those paying less than Tk.10 were in.'BIcategory; 
those paying between Tk.l1 and Tk.20 annually were in 'C' 

* category; those paying in excess of Tk.20 were in category 
D. While households in *A' and 'B' were eligible to receive
 
rice and wheat ration, those in C and D categories were
 
eligible to receive sugar, edible oil and other non-cereal
 
items when stock levels permitted.
 

9.2 	 The commodity issue prices are the same for MR as for SR. 
The maximum quota per card for MR is the same as that in SR. 
Since the MR quantities are predicated on availability the 
DG, Food is required to make such distribution commensurate 
with the stocks' remaining with the government after the 
requirements of priority categories are met. As it happens, 
the distribution in the MR frequently does not take place on 
the. basis of maximum allowable rates. Besides, the frequency 
of distribution, too, is lower than the stipulated 
forthnightly interval. These are the main reasons why many 
.beneficiariesonce categorised as within the preserve of MR 

had themselves reclassified as beneficiaries of the other 
priority groups. " 

9.3 	 The following questions are posited below so as to structure
 
the ensuing presentation of our evidence regarding MR
 

(a) 	How does MR operate in tiernis of el!gibility, stability
 
of: off.take, the modalities'of the district level MR
 
allotment among constituent upazillas and of the
 
upazilla allotment among the constituent unions?
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(b) 	 What has been the relative importance in MR between
 
pourashava and UP rationing?
 

(c) 	 How often do rural MR activities reach the intended
 
beneficiaries and when they do, how large,
 
quantitatively, are their effects on the food intake of
 
the households so reached? To what extent do FFWP, and
 
relief activities supplement the food availability
 
arising from MR?
 

9.A 	Stability of MR Offtake
 

9.4 	By stability, we must mean stability of MR offtake
 
comparative to other priority channels of PFDS, e.g. SR, OP,
 
and LE. Stability can be described in terms of variability.
 
We have used CV as the statistical measure showing relative
 
variability. Quarterly offtakes are used, 1972/3 through
 
1984/5 is the period of interest. Table 9.1 presents the
 
results.
 

Table 9.1
 

Relative Variability of Offtake under Different Monetised
 
Channels of PFDS, Bangladesh, 1972/3 - 1984/5
 

'000 	long tons'(CVs,%)
 

I Channels 
Period I---------------------------------------------------------

I 
.................................................................. 

SR I OP I EP I MR I LE I FM 

(1) (2) (3) (4) (5) (6) (7) 

1972/3-74/5 

Mean 
CV 

119 
(12) 

51 
(19) 

22 
(15) 

234 
(56) 

24 
(11) 

33 
(14) 

1975/6-1979/80
 

Mean 104 86 25 91 21 45
 
CV (18) (36) (16) (54) (26) (16)
 

1980/1-1984/5
 

Mean 75 94 28 94 14 32
 
CV (13) (31) (9) (55) (45) (26)
 

Note Combined quarterly offtake of rice and wheat in
 
thousand long ton were used to generate these figures.
 

Source: Offtake data obtained from Food Division
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----------------------------------------------------- --------------

MooRai , e bl a the least stable: .channel ' f 
i es in' es S rth Rn "'.offtake 
.;. 	 bthnbs i ree 
fifths between theearly
5 	 e-1' . ti',tsI){ t hat'b-MRe. 'athereafter, roughly

0% fM wr itiue through theLUP,<and about ~ 'h1970n pohd Between: 1975/6 'and1982/3,..


. b e n
hirl iinfiiItbn ano e i therefore, largely

crrMecRto 5nay Mof alone amon'gQ hthe
-tha Is monetise 
oogr l'isibion cannels to have ther*ural poor -as : 

its ;dap",-n Is revealing to note the 
numer nysrv sto acelythe the re ative 
sh a e iz. t- ah o te reatest degree in:of ha 
this' eztireperiod.' SR, 'LE and FM, too, have experienced a 

~"decl'ine in absolute size of their operations,'but the degree 
wh I ctn,,to-alh dntonthe degree of the :oftheir diminution has nowhere been of the 

MR. In addition, the offtake tI MR hai diperienced the same 
S.-degree, of volatility in all the three periods: the degree df
 

this' vola tility 'did not, for example, decline at all' when
 
the 'scale'of MR had taken a very considerable *cut.' 
.These 

numbers only yserve to make rather stark what, to all intent
 
and' 'purposes, is'one of the objectives of rural food policy
 
in Bangladesh, viz.' thatMR should be treated as a residual
 

!.category within the monetised channels.' The uncomfortable
 
fact, however, is that ipf~afacto, this dispensation sounds
 
as' though that the problem of food availability for the
 
rural poor, who may well comprise"'the majority of
 
Bangladeshi population, can be treated as a residual one.
 

9.6 	How residual is MR in the context of dealing with the rural
 
poor in Bangladesh? We need to know, of course,.' if the
 
residual is one of 15%, or one of 30%? The following paras
 
seek to anwer this question in quantitative terms.
 

9B, 	 Proortion of Rural Poor Covered by MR in Bangladesh
 

9.7 	 Table 9.2 presents some intezesting information as to
 
residual nature of MR. Before presenting the major findings
 
of this table, it Is perhaps necessary to elaborate on some
 
of the assumptions and sources of data.
 

9.8 	 (i) Quantity of Eoodgrain offtake in MR : This has 6been
 
compiled" from various sources. For 1963/4 and 1966/7,
 
they come from computations done on the basis of offtake
 
data in Berlage (1972). For other years, we have used
 
unpublished data collected from Food Directorate. No sys
 
tematic time series data are available relating to the
 

1. 	 FFWP and VGFP are targeted food interventions, and may' be
 
set apart form monetised distribution channels.
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quantity of MR foodgrain that is distributed in 
genuinely rural areas. The World Bank estimated that 
the rural proportion of MR foodgrain distribution for 
1975/6 through 1978/9 was anything between 92.5% to 90% 
(World Bank,1979, Table 10.3). Writing at about the 
same time, Ahmed used primary data for the district of 
Mynansingh (the then largest district of the country), 
in reaching the conclusion that the rural proportion in 
MR was as low as 70%. We have collected some primary 
data on this subject. We sent pro-forma to the District 
Controllers (DCs) of all the 64 new districts of the
 
country about the quantum of rice and wheat distributed 
on the basis of the DPL for the pourashavas and the 
unions of their respective district. Out of the 64, 31 
DCs have responded in time. 

Their returns have been tabulated in Table A9.1. These 
returns relate to 1903/4. We find from them that in 1983/4, 
a reasonably normal year, 68% of the quantum of rice and 
wheat distributed through MR were through the union 
parishadr:, the rest being in pourashavas. 

9.9 	 Hence, ont of the two estimates of the proportion of MR 
foodgrains distributed in rural areas for the period beginning 
with 1975/5, the one due to Ahmed (1979) is perhaps more close 
to the truth. This would imply that since 1975/6, about 70% of 
MR distribution has reached rural households. Under Assumption 
1 In Table 9.2 we have used 70:30 as the rural: urban ratio. 
For 1972/3 through 1974/5, as already said, the balance of 
urban areas in MR distribut:ion must have been more favourable, 
as several categories of urban beneficiaries were taken out of 
MR and put into priority status .2n 1974/5 and thereafter. 
These urban beneficiaries were coverad by MR in these earlier 
years. Hence in the first three years of this table, 50:50 is 
deemed to be the rural: urban of take ratio. In assumptlion 2, 
the position is taken that all MR foodgrains only reaches 
rural households. This assumtion is made use of in the 
calculations done later in the table. 

9.10 	 (ii) Estimated number of rural poor: Om Nijhwan (1981) and 
Muqtada (1985) have both estimated the number of the 
rural poor in Bangladesh in some selected years. 

The caloric criteria they use as the poverty cpt-off are, 
between them, sufficiently close : 2122 calorie/day/person 
in the case of Om Nijhawan and 2150 in the case of Muqtada. 
Despite the closeness of these cutoffs, Om's estimates are 
Invariably and significantly higher than Muqtada's.
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Presumably, these differences arise from certain 
methodological differences betwetn the tvo -;tudies. What is 
relevant for present purposes is tnact we nfay peihaps treat 
these widely differing estiirates a6 representing uppcr and 
lower bounds of the number of the rural poor in Bangladesh. 

9.11 	(iii)Number of adult-equivalen: ration cazds: We assume,
 
quite conservati.vely,, that a rural. H household has 
only four persons in it: two adults and two children 
below 8 years of . ce. T h i L implies that a rural 
household has onily 3 ZAtioi units in adult equivalents. 
This conservative assumption is tadie so as to 
understate, if at all, tho quantity of ioodq:ln tha 
would be requir(:d If full permi-ssible 11fR qv'ota were 
actually allo.tted, 

9.12 	 (iv) Quantity that would b., eqireri at full 1,R ouota: This 
uses the actual MR quotai per adult card per week
multiplied by 52. The, annual quota, thus er ived, i 

multiplied !-.. the total number of adult equivaient MR 
cards to arrive at annual HR quota. 

9.13 	 in the light of aL. thees ausumptions and methodological 
steps, we may aow r.vie, the major findings of table. 9.2 
Cols.ll and 12 present the ratio of tha (generously) assumedl 
rural MR distribution to alteorrlative estimate of the totaI 
quantity that would have . required, where mpximun qdota6 
typically distributed. The percentage varies fom a low of 
2.6% in 1976/7 to a high of 11.5% in 1963/4. Son : care: has to 
be exercised be-fore this Cindiing is interpretted. It doeF, not 
imply, for example, that only about 11. 51 of the rural 
population are, at best benefitted by the MR. It implies that 
if anyone who was reasonably dearred to be pu-)or wns Inviolably 
entitled to the full .IR quuta, then no more than L1.5% of 
rural populatioa vere, on very generous assumption, likely to 
receilre such an accommodati on. One oF the immediate 
implications of such a finding is about the proportion of the 
maximum allowable weekly MR quota pei. capita in facf
distributed. We may say that at nest 11.5% only of the naximum 
allowable HR quota was distributed per fortnight, for example. 
In view of the clearly generous assumptions, the proportion of 
the maxim.num allowable quota actually distributed per unit of 
time may well. have been a good deal less than shown above. 

1. 	 It is admitted quite freely that estimating the ntcmber of 
the poor can be very sensitive to the specifics of the 
methodology adopted in a particular case. it is not for us 
to rate the comparative merits of this pair of esiimates. it 
ma: be mi.ntioned. however, that Om Nijhawan has been 
slightly more elaborate in outlining his methodolocly, than 
has Muqtada. At any rate, it is convenient frrm our 
viewpoint that such a duality of estimates actuua.0.ly e:<..sts, 
in that they provide us with a possible range to Lhe actual 
extent of rural poverty in Bangladesh. 

18i 

http:actuua.0.ly


-------------------- ------------------------------- -------------------------------------------

---------------------------------------- 

Table 5.2
 

Some Liberal Estimates of theProportion of the Rural Poor Ponulatinn
 
Reached by Modified Rationing, l9G/4-91iU8L_,L.jaidesh
 

(All fooJ grain in000 long tons)
 

Year 1Oty.off IOf which, distri- IEstivated no.ofIgo, of 0R,r,';L: IOty that mold have ICal, 4 as I 
Itake inMR buted inrural areal rurl poor Icards inadult eqv. I bencrequired I of 

Assumtion IAssuationi ON IluqW. ;OH I Huqtada ION I Mu'qtadaIcol.1 1 col'o 
(1) 1 (2) 1Nijliawani 11ijhah'ar INiihavanil II 

.------------------------------------
(1)1 (1) l (3) 1 (4) 1 (5) 1 (6) 1 (7) 1 (8) l (9) 1 (101 1 (11Hl(12)
 

........................................................................
 

1963/4 396 198 396 36.7 24.1 12.2 8.0 5243 3438 7.6 11.5
 

1966/7 621 314 628 50.0 n.a 16.9 n.a 7263 n,a 8,1 n." 

1973/4 C63 332 663 57.4 12,6 19.1 14.2 8209 6102 8.0 10.9 

1975/6 497 348 497 62.2 n.a 20.7 n.a 3413 na 6.1 n.a 

197f/7 273 191 273 64.8 55.5 21,6 18.5 11108 9514 2.6 3.0 

1978/9 310 217 310 n.a 59,5 n.a 19.8 n.a 8510 n.a 3.6 

----------------------- I-------------------------------------------------------------------

Notes : 'n.a' means not available. Col 9and 10are quantities that would be required were maximal
 
MRquotas to be allotted inMR
 

Source: see text.
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9.14 	A second feature of the table shows that MR activities have
 
in the years after 1975/6. The
been conspicuously pared down 


lowest ratios of the table are evidenced in this sub-period.
 
a smaller portion of
Of course, this implies either that 

maximum allowable MR quota is dctually distributed, or that 

rural poverty has risen at a highe rate than in the 

er-l~er, pre-liberation years. The lower ratios in 1976/7
 
the relocation of
a.l: ]978/9 are also in part due to 


rat'ioning categories out of MR in 1975/6 and beyond.
 

9.15 We have looked at the variability of the overall MR
 

foodgrain distribution, and we have seen the residual nature 

of MR in the context of the massivene'ns of the problem of 
to disaggregaterural poverty. It may of course be useful 

the instability of MR distribution, using Ocstricts as the 

unit. But coming to that, a question that mayterritorial 
arise is how is the overlall quati"ty to be distributed in 

MR determined and how are district-level allocations made. 

9.16 The decision relating to the overall quantum of MP, foodgrain
 

ought, to our view, to be taken in the light of (i) 

prevailing public stock, in particular the quantity at the 

ports waiting for movement in-shore or up-country; (ii) the 

quantity of foodgrain that is3 likely to arrive over the next 

quarter or so; (iii) the quantity to be added to public 

stocks via internal procurement; and (iv) the quantity to be 
other than the MR. We as3sume hereearmarked for channels 

that MR offtake ought perhapsi to be stabilised on a 
basis for policy, these four
quarterly basis. If this be the 


variables will determine what MR quart(erly offtake is to be.
 

This relies on an accounting relation like the following
 

UJ -

0.= E-( ++ - - -

Where 0... is quarterly MR offtake;
 

S. = public foodgrain stocks, including poiA arrivals 

waiting movements inshore or up-country, at end of
 

period t 

S Some critical minimum level of stock 

A - Fresh arrival 

0 = Fresh offtake in channels other tnan MR 

i= 1 to 3, months in a quarter 
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9.17 What this relation suggests is that if the A's and O's are
 
known in advance with sufficient accuracy, it is possible to
 
predict quarterly offtake for MR with reasonable certainty.
 
Of course, neither A's nor O's are very accurately
 
predictable. Besides, SL and the O's, e.g. offtake in SR or
 
OP, are not independent, since a high stock level may keep
 
market prices low relative to the ration price, thus cutting
 
back on offtake. Hence it has to be conceded that this
 
procedure of arriving at the overall MR quantity to be
 
allotted country-wide cannot be uised in practice, without
 
substantial improvement, for examhple, in the programming of
 
food aid shipments.
 

9.18 	Its place is taken by a more practical approach in which
 
these same elements still remain active but are intermixed
 
not so much in an accounting as a judgmental framework.
 
Discretion, conventional standards and proportions have
 
greater roles to play in this modus operandi. The overall MR
 
allotment being thus made monthly in this practical manner,
 
the DG, Food, hands down MR allotment in favour of the
 
districts. The district quota is largely a matter of the
 
number of MR cards, in the pourashavas and the unions, the
 
districts have. District MR quotas are, however, not simply
 
pro rated o! the basis of the number of eligible units
 
enumerated by the DPL. We have been able to generate some
 
primary information about the comapartive extent of
 
accommodation enjoyed by an average card-holder in the
 
pourashavas and union. Table A9.1 presents quantity of
 
foodgrain distributed per MR card in the pourashavas and the
 
unions within 31 districts in 4 divisions of the country in
 
1983/4 and 1984/5. These numbers suggest that there is a
 
noticeable "urban bias" in the distribution of 1R foodgrains
 
between pourashavas, and the villages.
 

9.19 	We need for present purposes only highlight one important
 
aspect of the evidence in Table A9.1. Tn all the four
 
divisions of the country and in both years, MR foodgrain
 
distribut-ion has been much more inadequate on a per-card
 
basis in our villages than in our pourashavas. This is shown
 
very vividly by Table 9.3 below. In 1983/4, the ratio
 
between rural-to-pourashava MR distribution per card ranges
 
from 14.7% in the case of Chittagong division to about 31.4%
 
in the case of !(hulna division. For that year, the overall
 
ratios are found to be 18.4%. For 1984/5, the overall ratios
 
are estimated to be somewhat different 22.2%. These findings
 
suggest an asymmetry in unit foodgrain distribution within
 
MR that is highly preferential towards the urban poor. The
 
rural poor are accorded far less Importance in the actual
 
modalities of MR distribution.
 

187
 



-------------------------------------------------------------

--------------------------------------------------------------

------------------------------------------------------------

Table 9.3
 
MRFoodgrain Distributionpen card. 198_ __9845
 

Bangladesh
 

(seers)
 

1 1983/4 1 1984/5 I 
Name of Division 	 I-


I Union I Poura I Union I Poura I
 
I Parishad I shavas I Parishad I shavas I
 

(1) 	 (2) (3) (4) (5)
 

Dhaka 	 28.5 110.3 25.2 79.1
 

RaJshahi 	 19.0 129.9 16.2 98.0
 

Khulna 	 33.7 107.3 31.1 120.6
 

Chittagong 	 19.2 130.6 37.0 130.0
 

Bangladesh 	 22.8 124.1 25.8 116.3
 

Note:The drastic increase in the table observed for Chittagong
 
Division may be due to a suspiciously precipitate fall in
 
the number of MR cards with UPs in 1984/5, in Chittagong
 
district. For details, see Table A9.1, Chittagong district
 
figure.
 

Source : Table A9.1
 

9.20 	In reaching the above pessimistic conclusion, we must
 
refrain from identifying who is it that accords "far less
 
Importance" to the rural poor. Is it the DC, Food, who is
 
charged with issuing the allotment in favour of both
 
pourashavas, and the UPs? Or does this owe itself to the
 
fact that, for instance, the diffeEential offtake reflects
 
different degrees of attractiveness for MR dealers within
 
rural as opposed to urban areas in dealing in MR foodgrains.
 
As regards the latter, it may be conceivable that average
 
returns from being an MR dealer have more recently been
 
lower in rural areas than in urban areas. If offtake of what
 
was allotted did not appear worthwhile in the more recent
 
past, this would encourage non-lifting of allotment.
 
Allotment in the current period may well depend on the
 
offtake-to-allotment ratio In some previous period or
 
periods, Hence the lower unit allotment in rural MR in
 
1983/4 and 1984/5 may have been triggered by a fall over the
 
recent past (immediately preceding these two years) in the
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offtake-to-allotment ratio. We have argued that such an 
outcome may be due to a decline in the relative 
profitabil!ty of being MR dealers In rural areas, relative, 
that is, to urban areas. If this be the case, the conclusion 
would have to be modified. We could then say that market 
forces have accorded less importance to the carrying of 
subsidised foodgrains for poor people in pursuit of 
relatively unattractive rates of profit. This would imply 
that the inadequate accommodation oF the rural poor in 
accessing MR is ultimately reducible to their poverty which 
prevents them from making it worth the while of their MR 
dealers to lift subsidised Fnodqrains which a-e meant for 
their benefit. For, this hypothesis would mean that If only 
the rural poor pay somewhat higher for MR foodgrains than 
the specified ration retail prices, it would be in the 
interest of MR dealers to report enough of offtake relative 
to allotment. The point therefore is that we must not 
attribute the evidence of Table A9.1 to anyone rightaway: we
 
need to know a lot more than was possible in the course of
 
this 	study. 

9.C Instability in MR Dltributon by Districts, 1983/4, 1984/5
 

9.21 	We have already examined overallinstability in MR
 
distribution during 1972/3 through 1984/5 (Tble 9.1). We had
 
concluded there tnat the CV of quarterly MR offtake had
 
remained about the same in the three periods examined. We
 
are now presenting evidence that when MR offtake is
 
disaggregated by districts, important variations emerge. We
 
shall now look at the CV of monthly MR distribution of rice
 
and wheat in 1983/4 and 1984/5. (Table 9.4)
 

Table 9.4
 

Inter-district Variability in MR Distribut~on by
 
Divisions. 19834 1984/5
 

(%)
 

Division 1 1983/4 I 1984/5
 

Chittagong 28.4 	 43.3
 

Dhaka 	 40.3 46.6
 

Khulna 	 33.3 54.7
 

Raishahi 	 36.6 54.1
 

All division 34.6 	 49.7
 

Source : Table A9.2 
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9.22 	Two things emerge from the table. First, there is a 
considerable range within which the average CV of monthly MR 
foodgrain distribution in the four divisions vary in any one 
year. For Instance, in 1983/4, about 12 percentage points 
set the lowest divisional CV from the highest. That 
proportionate range is a good 35% of the overall CV for the 
country. In 1984/5, this range is 11.4% and as a perccntage
of the overall CV, it is 22.9%. The volatility of the MR 
distribution is, therefore, seen to have a territorial 
dimension in that districts somein division have unforeseer 
changes In its MR distribution while those in others remaL[,
relatively unaffected. A second point to emerge from the 
table is the sudden Increase in the variability of MR 
offtakE In 1984/5. All divisions experienced such an 
increase. A clue as to the reason for thl- is provided in 
Table 9.5 below, which examines, by Division, quiarterly

relative shares of 
annual MR offtake in 1983/4 and 198,1/5.
The sharp increase in variability in 1984/5 is essentially
due to a major Increase in the share of the 1st quarter In 
1984/5 and the corresponding fall Li the shares of the 3rd 
and 4th quarter. In sum, both due to administrative 
procedures and public perceptions as to the unpredictability
of foodgrain availability at MR dealer's outlets (which may
militate against stable offtake), MR offtake has 
considerable volatility territorially, and across time. This 
we think has had important influence on popular behaviour 
about MR. Data obtained from MR households indicate that MR 
per se contributed next to nothing to their food intake in
 
1984/5. An important cause of this has been that the rural 
households have reservations about the MR in terms of (a)
predictability; (b) adequacy and (c) convenience of actual 
offtake. We now turn to an examination of the evidence 
generated by our MR household survey.
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Table 1.5
 

Quarterly elative Shares of Annual Poodgrain Distribution
 
In N LI Division
 

...............................................................................................
 

1 1183/4 I 194/5 1 
Division ---------------------------------- ----------------------------------------------


I 1st I 2nd I 3rd I 4tb I 1st I 2nd I 3rd I 4th I
 

I quarter I quarter I quarter I quarter I quarter I quarter I quarter I quarter I
 
----------------------------------------------------- -- ... ------------------------ -------------. 

1) (72 (3) (41 (5) (6) (7) (81 (1)
 

Chittagong P.7 25,2 26.2 30.1 A.7 26.1 !^.7 11.5 

1.1 24. 20.0 25.2 31.1 26.8 11.5 it'.
 

Rajshahi 23.) 24.7 22.7 28.9 39.7 31.6 15.3 13.3
 

(bulna 17.5 26.3 25.0 30,9 13.1 27.4 15.0 14.5
 

Source : Data obtained fro% 31 OCs, Food.
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Table 9.6
 

Some Salient Aspects of XR Household Samole inFive Districts ofBangladesh, 1984/5
 

....................................................................................................
 

INo. of IWo. of IIncome per IRipenditnre per I Family size I IN. of earners
 
District Ihousehold I Members Icapita ronI capita I Iper household 

I IOosl I (Ins) Imarket wor I (TOk I (Nos) I (Nos)
 
I I I IMT) I I I
 

Coilla 50 303 1971 2943 6.06 1.74 

Average 25 165 2044 3029 6.60 1.84 

Famine-prone 25 138 1884 2840 5.52 1.64 

jaisalpur 50 261 1814 2240 5.36 1.11 

Average 25 114 1785 2334 4.56 1.40 

Famine-prone 25 154 183H 2110 6.16 2.12 

Gaibandba 49 31 3819 3422 6.49 2.34 

Average 25 204 3970 3530 3.16 2.40 

Famine-prone 24 114 3520 3230 4.15 2.25 

Hadaripur 50 239 1153 2252 4.78 1.40 

Average 25 109 1943 2499 4.36 1.44 

Famil-prone 25 130 1773 2045 5.20 1.52 

Jessore 50 337 2773 2635 6.74 1.49 

Average 25 177 3826 2938 7.08 1.76 

Famine-prone 25 160 1609 2299 6.40 1.20 

All Jistricts 249 1465 2509 2735 5.88 1.78
 

...................................................................................................
 

Source :MRsample survey
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MoD i fIed. nc- ljiqil eHousehoids' "',i"" 

9*23 	Tabl e,' 9. 6 'presents some pertinent information regarding the 

d'Iistct in Bangl'ade'sh The methodologofM husod
".r..~~~~~~ 	 householdsgy' rmfvMRcvRe 	 249
uvydi~evlde 


survey,and.other surve s is described in 'an appendix'to this
 
Schapter).~ We-inote, first of all, 'that the. findings of MR
 

-- ho hr-I wl- be presented '-,,in-.,.terms-f
"terri, orial, unitsi i.e. village-samples". we note, nxt that:
 

'
the"' average /family-sie nth'ove'al lY sample is 5.88. 
"According, to: the latest available HES (197,8/9)', average 
'rur l family in" thatyear was 'found to'be 5.7. 'The average,
numberrofearners on our sample, 'overall,' .was 1.78. The,.: 
corresponding average for rural areas as a whole in
 

':Bangladesh in '1978/9 was i.5.A' hiher family size would, in 
generating'' greater needsfor consumption resources, induce J 
greater participation' in the labour market. Income per
'earner, overall, wcrks out at ,Tk.'8293 per year, or Tk. 691 
per month. Rough calculation suggests that monthly income 
per earner in rural areas of Bangladesh in 1984/5 may be in 
the range of Tk. 9001 to Tk. 1100.. In any case, market 
incomes on our sample is lower than national rural average A 
would .appear to be. 

9.24 	The most important findings of Table 9.6 relate, of course, 
to expenditure 'per capita, since that, to us, corresponds to 
,permanent-income of household. In this connection, note that. 
average measured incomes from ' market production is 
frequently lower than average expenditure. In rural areas, 

'mesured incomes from market production frequently understate
 
----------- -------------------------.-----------------------------

1. 	 An alternative course would have used expenditure quartiles 
as the basis of presentation. We rejected such a course for 
present ' purposes because it was likely to have concealed 
more than illuminated, as compared with the chosen course. 
For ' instance, while the overall averages yielded by both' 
approaches remained the same, the alternative course would 
have glossed over :the geography of economic vulnerability in 
the country that we sought to address in our survey 
methodology. Besides, quartile 'distribution (for example, of 
average expenditures on rice) would not be very revealing in 
the present case, as they would relate to a relatively 
sectional category of people, as distinct from a cross 
sectional one.
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household's access to consumption; both due to the
 
importance of home-based production and incomes derived 
from
 
collection activities, etc. Again, the dependence of 
farming
 
on weather must result in the transitory component in
 
household incomes in rural areas 
being relatively large. As
 
it turns out, in 1984-85, many farmers in several part 
 of 
the country reported poor yields or outright crop losses. 
The transitory components of income in that year may thus 
have been negative and large. Fot all these reasons, it is
 
more accurate to use average expenditures as the basis of
 
discussion. We find that 
in most cases, average expenditure

for the sub-sample from the famine-prone upazilla is lower
 
than the corresponding average for the average upazila 
 of
 
the district. These differences are not always statistically

significant and this is what one 
 might expect. This is
 
because location in a famine-prone as opposed to an average

upazilla is perhaps likely to niike some, but not all the
 
possible, difference 
 between the economic situation of two
 
villages. These difference are nevertheless reassuring in
 
the sense that there really is such a thing as the
 
importance of location in determining economic stress.
 
Expenditure per capita, overall, is 
found to be Tk. 2735 per
 
year.
 

.25 	In 1978/9, average annual expenditure was Tk. 16.12. Between
 
that year and 1984/5, the rural cost of living in the
 
country is estimated here to 
have risen by about 95%. On
 
that basis, average rural expenditure in Bangladesh may be
 
estimated at about Tk. 3200 per year. One important

implication, 
 therefore, is that our five-district sample

should be treated as below-average in the natior.1 context
 
of rural average well-being. This establishes two 
 things.

First, the rural. DPL in the offices of the UPs in the ten
 
unions, whence our samples came, 
 have properly recorded
 
households in the A and B categories. Second, in speaking of
 
this overall sample, we are essentially speaking of
 
households that are 
on the whole poor. (This derives further
 
and direct empirical support further below).
 

.26 	Table 9.7 basically shows that the sample of MR 
 covered
 
households, in overall terms, 
 is in poverty measured by

calorie level derived from food consumption. Om Nijhwan of
 
the World Bank has identified 2.122 k.cal to represent
 
poverty level. In our sample, Gaibandha is the only district
 
where the sample households are above the poverty line. 
 The
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average daily calorie intake in all other upazilas represent
 
conditions of poverty to by typical. This picture is
 
particularly gloomy for the famine-prone upazila in
 
Madaripur, where the calorie level suggests the existence of
 
even what may be called 'hard-core' poverty - a level that
 
has been associated with daily intake of 1850 k.cal. Table
 
9.7 shows again that there is a geography of incidence of
 
poverty in that in every case, t.he calorie intake of the
 
famine-prone sub-sample io lower than the corresponding 
intake in the non-famine upazila. 

9.27 Table 9.7 also shows, basically, that, whatever else may 
have been to blame, the low caloric intake observed on our
 
sample is apparently not due to low availability of cereal
 
and cereal derivatives. In overall terms, 1754 k.cal, out of
 
2039 k.cal, (86%) is contributed by cereal and cereal
 
products. In contrast, about 72% of the calorie of the
 
households In the ist quartile of our urban sample were
 
derived from cereal/and allied sources (Table 8.3).

Domination of food-mix by cereals and cereal-derivatives may
 
be seen as simply another facet of the problem of poverty.
 

9.28 	 Table 9.8 presents us, first of all, with a paradox. This 
lies in that, while the overall sample shows itself to be 
afflicted by poverty, its average daily intakE of cereals, 
at 1.07 lb per capita is 7% higher than the official minimum 
cereal-intake level of 1 lb. The implication is that the 
ability to exceed the official minimum cereal-intake level,
 
however laudable it may be from the viewpoint of
 
administrative calculations about the number or proportion
 
of people not supposedly at risk, does not amount to any
 
guarantee against the persistence of poverty when measured
 
in terms of overall food intake. The paradox seems only to
 
underline the necessarily conservative flavour of the public
 
food policy on its consumption side, arising perhaps from
 
acute shortage of resources.
 

9.29 	Table 9.8 also serves to show that PFDS, through its several
 
conducts, makes an important contribution to the maintenance
 
by these rural households of the cereal consumption at an
 
above-average level. In overall terms, 82.2% of average
 
annual cereal intake arises in terms of rice. The remainder 
is almost solely contributed by various categories within 
the PFDS. It is significant that of this residual category, 
atta is the single most important item --- 11% of cereal 
intake. in contrast, 6.2% of the cereal intake is procured 
qua wheat. In all, about 17.5% of annual cereal intake is 
contributed form wheat and atta. In this residual category, 
the dominance of direct purchase of atta, relative to that 
of wheat, is noteable. This would appear to us to be higher
 
than has been the case, historically.
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Table 9.7
 

Daily Calorie Intake of theH Households, 1984/5
 

I Caloric intake per person per day
 
District I-------------------------------------------------------------------------------


Cereal, and IFish & I Kil, eq7,i Pulses, IGil, fats, IFruits, I Total 
Icereal I Neat Idairy Ivegetables) sugar, gurI I I 
Iderivative I I products Ispinach Ispices 1 other I 

(1) (2) (3) (4) (5} (6) (7) (4)
 

Couilla 1822 21,6 10.7 01.9 131 9.3 2003
 

Average 1172 23 13 ill 127 7 2160
 

Famine-prone 1762 20 8 54 135 12 1991 

JaLKvr 1764 6 12 80.3 11.8 7 1951 

Average 1111 7 11 82 93 6 10 

Famine-prone 1752 5 13 71 84 1 1941 

Caibandla 1144 26,2 21.6 147.1 144.5 12.5 2191 

Average 1167 21 23 165 151 - 2234 

Fanine-prore 1104 23 19 117 133 35 2131 

Nadaripur 1531 14 1,4 122.2 93.2 29.5 1805 

Average 1572 11 10 11 146 54 1947 

Famine-prone 1509 14 7 9 49 1 1616 

Jessore 1752 1.6 1.3 136.7 153.5 15.5 2002
 

Average 1711 11 13 160 193 16 2111
 

Famine-prone 1189 15 3 111 109 15 2042
 

All districts 1754 17.4 12.4 117 125 14.3 2039
 

..........................................................................................
 

Source :NR household survey.
 



Table 9.s 

Per capita cereal lntaie per year by loorcesLN - covered households.
1984/5
 

I Per capita cereal intake peryearbySources offprocurexnt
 
District --------------------------------------------------------- ------------------------ --------


Rice I Uhuat I Atta Flour I Total 
----------------------- --------------------------------- I I 
E)arket Pationing] hiarketIHtining I I I I 
purchasr. I Poecha , I I I 

I 3wn output I own output I 

(I) (2) (3) (1) (I) (6) (7) (1) (9)
 
....................................................................................................
 

Coilla 145.6 0.6 - 6.9 41.3 .5 201.9 

Average 1j.S - 7.1 52.2 0.2 205.8 

yasiue-prGne 145.6 1,3 5.1 12.6 .S 197.2 

Ja"a1pur 153.7 .5 7.5 37.0 198.8
 

Average 171.0 0.4 5. 23.6 200.8
 

Famine-prone 1,0 . 0.6 0.1 41.0 197.4 

Gaihandha 110.0 - 8.7 .3 12.3 0.I 193.0 

Average 172.0 11.7 0.2 10.2 1.2 i95.3 

Fazine-prone 10.0 3.4 0.4 1H.2 - 159.0 

Hadaripur 126.2 .3 15.6 1.1 10.7 9,4 173.3 

Average !46.0 0.1 15.1 2.5 11.2 1.0 11M.5
 

Faeine-proie 123.0 16.0 10.2 16.5 170.1
 

Jessore 169.3 1.3 1,2 7,5 2.2 1.6 103.1
 

Average 167.1 8.3 3, 2.1 11.9
 

Famine-prone 171.0 2.1 2.5 G.6 n.5 1.1 184.5
 

All districts 156.3 .3 2.9 3.9 5.1 21.3 ,3 190,4
 

Note : Intake of iheat docs illix: tely involved conversion toatta. The fucuas
i,this table is to
 
disti~iguish asoug focus ofpriaary prucurement.
 

Source: HR sasple 5urveys
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'0J -An;.aspect- o'6 tie v ence,.in 'Tab Ie 9' 8 ~perhaps needs'a'f Thiso relates 

obtained- from:'perponderafly 


'cla ~ to ~terelative ,share of rice, 
non-ration sources in the
 

k~".Xtable,. which, overall,, would strike, the, knowledgeable' reader ,_
 
behigh'side,y especially;,for, a -'sample of
 

-- hot.iseiolds--in o-bvi-ous, poverty' Tihe Judegment 'Just, ment'ioned-.
iopepear't6b'b'ust ine'dby a reference to the 1973/4


H~ .HES,(BS" 1978) .,In 1973/,4', 'the ratio between wheat-plus
 
f our. and total-cereal conssmption the entire ,for 

xW~' ~ ~,~ural be 19. was found 'to be' 
S.:'wheat 


.,sample ,was found to The ratio 

2'Wfor the 1973/4 expenditure categories which appeared to 

correspond to.oerall average expenditure of our sample. Is
 
there any'inconsistency between this:observation,,and saying
 
that our sample is largely composed 'of"people in poverty?'
 

9.31 We would. seek to answer the question in the negative, on two
 
grounds, ... 9 9 for' the
Table shows the rice-cereals ratio 
average and famine pr-one upazilas separately, as also the. 
price per seer of rice paid by MR households. Note that the 
famine-prone upazilas on the whole return a lower rice 
price than average upazilas. And yet they return a lower 
rice-cereals ratio. A substitution toward wheat and atta is 
still' seen 'as.. operative within the sample, due 'to the 
pressures 'generated by poverty in the famine-prone 
upazilas, to ~the acuteness of which the lower price ' does 
not imake enough of a difference. If this substitution away 
from rice is a symptom of poverty of people at hand,.'this 

sample then has' a fair degree of poverty in evidence. 
Second, the poor and,. the .nonpoor may have differential 
access, to the (mostly relatively cheaper) sources of non
rice cereals. Paucity. of rationing infrastructure'- within 

'defined micro regions may well hamper availability of 
cheaper wheat for poor people which may raise the relative 
share of rice in cereals budget. This would be a - variation 
on the,. theme that relatively high transactions costs are- 

attached to the option of raising the - share. of the 
noninally-cheaper foodgrain, cost 'of which prohibitively 
raise" the effective relative price of the -latter. Such, 
circumstances would result in a higher ratio of the
 

..,- nominally-dearer alternative. The point, therefore, is that
 
poor "people can still. return 'higher rice-to-cereals ratio
 
than io'thers without becoming any the less poor. The
 
explanation. may lie in institutional failures, which
 
differenti ally constrain price formation. in the segments 'of
 
the foodgrains market where the poor have to operate.
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9.32 	From Table 9.0 we get, in addition, a picture of the
 
relative share of various PFDS channels in the intake of
 
wheat, acta and white flourl. We find that FFWP is more
 
important than MR in its relative share. The Comilla sample
 
returns no incidence of MR in 1984/5, while the Jamalpur and
 
Madaripur samples return very limited incidence of MR. All
 
these three district samples return above-average (relative
 
to the overall samiple) contribution from participation in
 
FFWP. In contrast, while the Gaibandha and Jessore samples
 
return above-average benefit from MR, and, interestingly
 
enough, return comparatively small benefiti from FFWP
 
participation. Market purchase cr own-account consumption of
 
wheat is important only in Jessore, an important wheat
 
growing district, and neighbouring Madaripur.
 

Table 9.9
 

Comparative Cereal Prices, and Rice-to-Cereal Ratio,
 
MR Households, 1984/5
 

I Price/seer I Rice-to- Price/Seer

Sub-sample I of rice I cereal I Atta
 

I ratio (%) I
 

Five average upazilas 7.87 84.1 6.03 

Five famine upazilas 7.65 80.3 6.26 

All sample 7;76 82.2 6.14 

Source : MR sample survey
 

Ration contribution of rice can be ignored for present
 
purpose, due to its paltry magnitude.
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9E 	 Modified Rationing Evaluated by Other Primary Data
 

9.33 	The discussion in the following is organised to include the
 
following: (i) the existence of the DPL in the UP office;
 
(ii) the state of the currency of the last issue of MR
 
cards; (lii) quantity of foodgrain distributed per member in
 
'A' and "B' category; (iv) some evidence by way of relevant
 
socio-economic background of MR dealers and chakkiwalas; (v)
 
length of period since which the MR dealers have been in the
 
busines3 and the nature of chanqe in the number of MR
 
dealers per uni.on in the recent years; (vi) the modality of
 
allocation of upazilla MR allocation among unions, and its
 
adequacy relative to total requirement as determined by the
 
size of the DPL; (vii) perception of UP functionaries, MR
 
dealers and chakkiwalas as to whether MR does reach the
 
intended beneficiaries; (viii) perceptions of MR dealers
 
about the de- rability of the practice of issuing wheat to
 
the approved ..dkkiwalas; (ix) identification of the reasons
 
why even beneficiaries within the system -- as well as
 
eligible people not within it -- do not participate in the
 
MR system. We shall seek to present the information listed
 
above in the same, order against the serial nos. used, viz.
 
in terms of lower case Roman alphabets.
 

9.34 	i) A preponderant majority of UP interviewees (97%) stated
 
that DPLs were present at the UP office at the time the
 
interview was taking place. Names, address and number
 
of members in the households enlisted on the DPL were
 
in fact available.
 

9.35 	ii) The last issue of MR cards to eligible households was
 
found, howev2r, to be quite dated. Table 9.10 shows
 
that, according to a clear majority of UP interviewees
 
(57%), the last issue of MR cards was 6 years ago or
 
more. The average duration is found in Table 9.10 to be
 
4.7 years. This' may be seen to suggest considerable 
datedness of the last issue of MR card which itself may 
safely be assumed to lag the preparation of the DPL by 
anything upto two years. During our pretests and field 
visits, it was mentioned to use that typical union 
level DPLs were between five to saven yeais dated. This 
above information is pretty consistent with that sort 
of view. Now dated DPL may be a rea? handicap when the 
pace of pauperisation and marginalisatluia is as rapid 
as it is in rural Bangladesh. It makes it impossible to 
gear the MR system, in theory at any rate, towards the 
food security problems of those households who were in 
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C and D categories last time the APL was prepared but
 
may now be among the A and B categories, due to land
 
fragmentation, loss of land due to erosion, etc. It is
 
estimated that between 1963/4 and 1976/7, the size of
 
the rural population poverty grew at a compound annual
 
rate of 4.47% -- much faster: than rural population.
 
Hence a dated DPL can really be a blunt type oi aid
 
when dealing with poverty of such a high growth rate.
 
That the DPL should be so dated does not quite surprise
 
us because we have already seen that one of the main
 
uses of DPL involves the running of the MR regime, and
 
that this is treated as of residual attention
 

Table 9.10
 

UP Interviewees' Information as to Period since Last
 
Issue of MR Cards
 

Years I %
 

1 - 2 29
 

2 - 3 10
 

3 -4 

4 5 2 

5 -6 2 

6 -7 17
 

7 + 40
 

Average (years) 4.7
 

Note:It may appear a bit strange that we have presented here
 
various interviewee's possible conflicting information about
 
the timing of the last issue of MR cards. Shuuld not that
 
timing, it may be asked, be an uncontroversial part of the
 
records maintained at the UP office. True, it should, but
 
more often than not, this was not found to be the case.
 
There is not enough of continuity in office of the union
level functionaires, and hence it is not surprising that
 
documents in their comprehensive state were frequently not
 
available. Hence this manner of asking the question.
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9.36 	iii) We have alrs idy so," from Table 9.3 that in 1984/5, 
list~iluLuon of facjr~in in MR per card was 26 6eers. 
Information received from union level interviews 
strongly suggests that the total number of MR cards of 
all UPs taken together !which forms the basis of 
upazilla-wise and union allocation of the MR foodgrain 
quota of a district) may be lower than the total number 
of perscns listed in A and B categories Qn the DPL. In 
other words, not everyone on the A and D category on 
the DPL have been issued with MR cards. As a result, MR 
foodgrain Leceived per member of A and B category at 
the union level works out at much smaller levels than 
would be suggested by Table 9.3. This is shown in Table 
9.11, where MR distribution per A and B category member 
in 1984/5 in six sample unions is found to be only 6.5 
seers. This is Lar closer to the MR-contribution per 
capita that has been found on average from MR household 
sample, than to the estimate of Table 9.3. This serves 
to increase our confidence in the reliability of the
 
data generated by the MR household data.
 

Table 9.11
 

_uantLty of Foodqrain Distributicn in MR per person In 
A and B Categories, !984/5 

District/ I No.of members I Quantity of I Distribution-/
 
Union I in A and B I foodgrain I capita (Seer)
 

category I allotted in I
 

I MR (Seer) I
 

(1 (2) (3) 	 j4)
 

"At 12658 72135 
 5.7
 

.B' 28133 111142 	 3.9
 

"C' 
 12243 192975 
 15.8
 

"DI 29565 196931 
 6.66
 

"E' 19190 58765 
 3.06
 

"F' 8345 84890 	 10.17
 

All unions 110134 716838 	 6.5
 

Note : 	 The names of the unions could not be disclosed for
 
reasons of confidentiality.
 

Source: 	 Data collected from UP interviews
 

202
 



9.37 	iv) Table 9.12 looks at the age distribution of four types 
of interviewees surveyed for this study. Table 9.13 
looks at their educational levels. Table 9.14 than 
looks at the secondary occupation of the MR dealers and 
chakkiwalas, while Table 9.15 presents the distribution 
of the MR dealers by duration for which they have been 
in MR dealership.These tables appear to us to shed some 
valuable insights into the socic-economic background 
especially of the traders now involved in PFDS. Let us 
now take up the findings of these tables in that order. 
First, the thing that strikes one is that although the 
mean age as between the four samples is about the same 
- one might say that these economic agents represent on 
the whole the same human generation - there is quite a 
difference as between the average educational level of
 
the MR dealers and chakkiwalas on the one hand, and the
 
heads of the non-covered households. Even the MR
 
households that are covered appear to be at a slight
 
disadvantage on the score of educational attainments.
 
For a trader, knowledge of profit opportunities, of how
 
they are affected by government policies for example,
 
are crucial for traders, such as MR dealers and
 
chakkiwalas. In turn, education is crucial to the
 
gathering of such knowledge. The improved educational
 
rating of the traders already suggests one of the
 
possible bases whereby the rural poor - the intended
 
beneficiaries of rural rationing - may be shrewdly
 
side-stepped by a more sophisticated, more educated and
 
market-knowledgeable class of actors in allocating
 
"subsidised" fcod resources'.
 

9.38 Table 9.14 shows that the all dealers and chakkiwalas have a
 
secondary occupation. Farming via ownersiip of farm land is
 
conspicuous as an economic vocation of greater significance
 
is the fact that commodity trade is of major concern to both
 
groups. The MR dealers appear to be more diverse in their
 

1. 	 We put subsidesed within quotes because at least in 1984/5,
 
market prices in rural areas were widely reported to be soft
 
relative to ration prices. Hence the degree of conflict
 
between the dealers and the consumers that normally
 
characterises their roles within the rural food distribution
 
system was attenuated during this year. The potential. for a
 
short changing of relatively ignorant rural population by
 
this educated bunch of traders is seen to exist. We do not
 
imply that dealers are the only actors that may succeed in
 
explioting rural eligible bertficiaries of the system.
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Table 9.12
 

Age Distribution of Four Types of Interviewees
 

(s', j 

icle I Distribution
 
categories -----------------------------------------------
(yrs) MR I Chakki- I MR I Non-covered
 

I I o ers I households households
 
I I I in MR
 

(5)
(1) 	 (2) (3) (4) 

...-----------------------------------------------------------------


Upto 19 10
 

20-29 
 7 23 9 20
 

30-39 43 
 31 16 	 29
 

27
27 	 27 


18 13
 

40-49 32 


50-59 18 8 


60 + 12
- 20 1i
 

Avezage (yr) 39 39 41 40
 

N 28 26 249 250
 

Source: Various surveys conducted for this study.
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Table 9.13
 

Educational Levels of Four Types of Interviewees
 

(%)
 

No. of years of I Distribution 
Schooling I------------------------------------------------
groups I MR I Chakki I MR I Non-covered 

owners I householdsi households 
II I in MR 

(1) (2) (3) (4) (5)
 

Nil 58 79 

1-3 7- 18 5 

4-6 - 7 4 

7-10 14 67 9 2 

11-12 50 33 8 8 

13-16 14 - - 1 

17 +
 

Average (yrs! 8.4 9.5 6.7 1.2
 

N 28 26 249 250
 

Source: Various surveys conducted for this study
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secondary trading interests. Fertilizer dealership, jute
 
brokerage, whole-saling rice/paddy are among the most
 
remunerative businesses in the country-side. This extensive
 
and diversified involvement of the traders in some of the
 
most basic trades serves to underscore the fact of a
 
considerble asymmetry in access to information and market
 
power to the advantage of the traders involved . Table 9.15
 
shows that the average duration for which an MR dealer has
 
been in this trade is about 7.9 years. A full 53% of the MR
 
dealers have made their entry into this business in the
 
relatively recent past, i.e. since 1901 or later. This would
 
appear to put to doubt the suggestion that being in MR
 
dealership in rural areas has become less lucrative in
 
absolute terms, in more recent years than in the relatively
 
distant past1 . Table 9.16, which shows the number of MR
 
dealers operating per union, confirms that the MR dealership
 
is far from unattractive in more recent years, the number of
 
dealers per union in fact having increased.
 

9.39 	vi) 69% of the UP interviewees stated that union-wise
 
allocation of upazilla level quota of foodgrain in MR
 
is made pretty much unilaterally and without regrd to
 
the union's requirements. Only 15% of the union level
 
interviewees reported that allocation reElected their
 
requirements. Unit allccation thus tended to be very
 
much loweL than the maximal rates applicable to MR
 
which, incidentally, is the same as the SR quota. It is
 
useful at this stage to refer back to Tabke 9.11. MR
 
quantity allotted to UP per member of A and B category
 
in 1984/5 was only found to be 6.5 seers which works
 
out at only 5.8% of annual SR quota per card.
 

1. 	 It is well to stress at this stge that we are not reading
 
into this evidence of asymmetry in access to information and
 
market power the conclusion that these traders are,
 
therefore, necessary evils, even less that government fcod
 
policy ought not to rely upon them to achieve distributional
 
objectives, on the ground that they are bent on seeking
 
unearned incomes by cheating on public duty entrusted. All
 
we are saying is that the traders have a set of socio
business characteristics that give them a potential market
 
leverage over rural households of concern to rural
 
rationing - a fact worth keeping in mind while assessing
 
prevailing policies or thinking up new ones.
 

2. 	 The rate of returns from MR dealership in rural relative to
 
urban areas can still have fallen in recent years, the
 
argument in the text notwithstanding. Hence there is no
 
contradiction between this logic and the offered earlier in
 
the chapter.
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Table 9.14
 

Secondary Occupations of Dealers and Chakkiwalas
 

(-)
 

Other occupation of I Distribution 
respondents -

I MR I Atta Chakkis 

Farming 39 23
 

Fertilizer dealership 7 8
 

Rice/paddy wholesale 11 -


Jute brokerage 11 69
 

Wholesale, Other items 7 -


Retailers, Other products 21
 

Contractor 4
 

Source : Field Surveys.
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Table 9.15
 

Duration for which MR Dealers have been 
in
 
the MR Dealership
 

No. of years for which I Relatives
 
respondent has been in I frequency
 
MR business
 

1-2 32
 

3-4 21 

5-6 4
 

7-8 7
 

9-10 4
 

11-14 19 

15 + 18 

Average (year) 7.9 

Source : MR dealers survey.
 

Table 9.16
 

Number of MR dealers per Union in 1985, in 1980
 

Number of I I
 
MR dealers I 1985 I 1980
 

1-3 23 17
 

4-5 15 23
 

6-8 48 38
 

9-12  -


13 + 15 23
 

Average (no.) 7.27 6.42
 

Source : Union Parishad Interviews.
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Table 9.17 presents the frequency distribution of the number
 
of months in a year when monthly allocation was found to be
 
grossly below unions requirements. On average, quantity
 
allotted in 5 out of 12 months is judged by UP interviewees
 
to be grossly inadequate relative to the need of the union'.
 

Table 9.17
 

No. of Months during a Year when MR alotment
 
is Grossly Inadeauate
 

No. of Mcnths I Relative frequency (%)
 

1-2 2.4
 

3-4 41.5
 

5-6 43.9
 

7-8 7.3
 

9-10 2.4
 

11-12 2.4
 

Average 4.97
 

Source : UP functionary survey.
 

1. The average MR quantity shown in Table 9.11 is so low (only
 
6.5 seers per person) that we are led, by Table 9.17, to
 
presume that the quantities received in seven out of twelve
 
months must be much lower than maximal MR quota, while they
 
may not, according to the subjective judgement of the UP
 
functionaries, yet not be grossly inadequate. There is, to
 
our mind, no contradiction between Tables 9.11 and 9.17.
 

209
 



9.40 	vii) When asked about whether households that were 
beneficiaries of MR in the union were inwriably among 
the poorest of people, 80% of eligible e:nonses were 
in the affirmative. Only three out of. 48 inr.eCviewees 
replied in the negatlive. Whten asked about what 
percentage of the MR beneficiaries did not deserve to 
so benefit, these three respondents suggested an 
average figure of 10% or so. The impression that MR did 
reach the intended beneficiaries most of the time was 
also suggested by tli MR dealers: 79% of them stated 
that they thought in the light of their experience 
during last two or three years that MR wheat had mostly 
reached A and 3 category households.The chakkiwalas 
concurred too: 69% of them said that they thuught it 
untrue that intended beneficiaries did not receive MR 
foodgrains via cards. Between a dominant to an 
overwhelming majority of these three classes of 
interviewees thus regard MR system to have reached the 
poor. 

9.41 	viii)When asked about their views on the effects of the new
 
MR arrangement involving chakkiwalas on their own
 
businesses, 36% of MR dealers did prelJctably
 
disapprove of the scheme. 79% in addition thought that
 
the scheme did not benefit the MR card holding fatiajies
 
either. We were able to g-enerate some quantitative
 
information about the performance of the chakki scheme. 
First, price per seer of atta on our sampl eo NR 
households has alzeady been shown to be TV 6.14 
during 1984/5. Considering that wheat to chakk.1.walan 
was available at MR wholesale at MR wholesale price and 
adding reasonable milling and handling chinrges. this 
price may be seen an involving a scarcity pzmiui oF 
no less than Tk.0.75 per seer. Second, 'fable 7.18 shows 
that while only 77% of the chakkiwalas duly report 
that they sell milled MR whoat to MR card holders 
(which they should), 36% say that they sell, certainly 
in part, to bazar retailers . 'fite problem is, however, 
that despite repeated proddings they woKuld simply not: 
come clean with what the relevant quantities were like 
involving the latter. The relatively high price of
 
atta, together with an important attraction of buying
 
atta to the exvlusion of MR-wheat noted below, would
 
incline us to the view that the quantities involved
 
were considerable.
 

1 Of course, selling to bazar retailers is not irregular
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Table 9.18
 

Nature of 	Operations and Milling-mix of Chakkiwalasl_98_L
 

Nature of involvement of atta-chakki I % of atta- I Miliing-mi>. 
owners in respect of millinq and I rchakki I between diff
marketig iie., I owners I erent modes (%) 
...............................................................................
 

(1) 	 (2) (3)
 

-. Mills wheat to order '!or consumers 100 	 48 

2. 	Buys wheat in market and sell atta
 
to consumers 42 15
 

3. Buys wheat in market and sells atte
 
to retailers 50 1
 

4. 	Sells MR wheat atta to MR card holders 77 20
 

5. 	Sells MR wheat atta to retailers 36 Not available
 
...........................................................................
 

Note: 	 Note that while 36% of the chakkiwalas admit to sellinq 
MR-derived atta to ret-ilers,they ,aere not reporting 
any quantities for this category, when asked. This is 
surprisinq , beca use th se t a :;actions are supposedly 
not i] legit:imate. Despite our hest efforts, the 
chakk iwals simp-I.V would say that olthough they would 
possibly sell M-wheat atta to retailers, there was no 
prof i table oppor tuh ty of doing that during 1.9114/5 
our reference year. 

Source: 	 Survey of ch-ikkiwalas
 

9.42 	ix) 241 out of _50 households sampled as non MR beneficiary 
stated that they had not rece ived any MR foodgrain at 
any time during the past. Of these, 180, or 75%, 
thought they deserved benefit under MR. All of these 
180 had tried in the past to efL.2ct issue of MR cards 
in their favour,but without success. The most 
frequently cited result that our respondents quoted was 
that they were assured accommoda.i'on next tirme theze 
Was a fresh issue of ca;ds . In ttrestiigly however, 
about one-f i fth of this sample iever tried to ensure 
issuance of MR cards. Their reasons for non 
participation ore shown in Table 9.19. Two responses 
stand out, namely that open market price frequently 
equals issue price of MR, and that buying atta in day
to-doy cu; n- it:ies is mnuch mior . convenient. 
Uncertainties about whether lifting will at all occur 
or about quantities that will be available for lifting, 
too, are importint reasons of nonparticipation. Some 
further observations as to the interpretation of this 
evidence are made in para 9.44. 
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Table 9.19 

Reasons for Non-participation in MR by
 
non-covered Households
 

Reason 	 %
 

1. 	Open market price often equal to MR 
 28
 

2. 	MR dealer's shop too far, trip costly 
 2
 

3. 	Uncertainty about whether lifting will 13
 
occur even after reaching MR outlet
 

4. Uncertainty about what quantity will be 15
 
allowed, efter reaching MR outlet
 

5. 	Too poor to buy MR 4
 

6. 	Buying atta in small quantities is much 27
 
mo 	 e convenient 

7. 	 Others 13 

Sourcu: Non-covered household survey
 

9.43 Our account will be incomplete if we do not report that the
 
novcovered households were almost always in the A and B
 
category of households: 70.4% were A category, and 25.6%
 
were B categrzy. This was established with regard to the
 
Chowkidari Ta. -aid by these households. 4% were not
 
eligible to MR, an they belonged to C and D categories. We
 
would like to say here that our procedure to sample non
 
covered households has, despite the drawback of lacking a
 
well-defined frame, been able to zero in on the desired
 
households in about 96% of the cases. These noncovered
 
households are poorer on average than even the generally
 
poor households covered under MR: income per capita is found
 
to va Tk. 2195 per year, which is about 87% of the
 
corresponding average for the MR covered households. It is
 
not surprising therefore that three-quarters of them tried 
to secure place within MR and failed: they are after all 
poor families,and small families (average family size being 
only 3.15). What is more surprising that not inconsiderable 
proportion of them never even sought to secure a place 
within the coverage of MR, for the reasons adduced in Table 
9.19.
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9.44 We 
 do find surprising that a suvill 
pro;9ortion of the 
 rural
poor 
 seems to have rejected MR permanently as a source of
food supplements. 
What is surprising, 
 in addition, is that
of these households, a majority
clear 
 think that 
 the
circumstances 
 of the wheat market, as also of 
 their own
access 
 to cash, are such that they can 
 go by without
acconmodation 
 by the MR. 
 The fact that market prices
frequently equal 
issue prices may be a little 
 exaggerated,
and dizectly reflect the households' experience, at any rate
in the second half of the 
fiscal year 1984/5, that monthly
MR offtake 
 has been lower than 
in the corresponding
during the three years month

1981/2-1983/4. 
Almost invariably,
these non-MR households had not reported 
iny purchase of
wheat as such. 
 Yet they were saying something which we 
knew
not to be strictly true. The average price per kg. 
of wheat
in 1984/5 suggested by a very small price of households that
bought wheat from the 
market was at 
least 10% higher than
the MR retail issue rate 
of Tk. 4.28. Hence 
we cannot take
this response 
 at face value: What the 
 quantitative
importance of 
such a response may mean nevertheless is that
some people not
may participate 
in MR because of
mistaken notion that prices in 

the
 
the two outlets do not differ
much. It is altogether possible 
however that people are
fact saying in
that ration prices, though still 
 lower than
market prices, are no't 
 low enough to compensate 
 for the
costs and inconveniences of 
the trip to the 
 MR dealers'
outlet, especially since uncertainties are 
involved.
 

9.45 The 
 other response involving the 
fact that buying atta in
small batches 
 is much 
 more convenient is altogether

We have seen 

more
understandable. 

that beth 
MR--covered 
 and
non-covered 
households are basically very 
 poor people. At
prevailing MR 
issue prices, even 10 kgs. of 
wheat will take
Tk. 42.8 to lift. It is quite conceivable that many
rural households would much rather buy atta at Tk. 

poor
 
6 to a
seer in a nearby retailers' outlet than be 
 able to collect
Tk. 43 so as 
to go to a MR dealers' to lift 10 
kg. of wheat.
Three forces may be 
at work here: 
first, the household saves
expenses and productive 
 time trekking down to the 
 dealers'
outlet; second, many household may only rarely be able to
collect 43 takas at 
one time. Thirdly, the retailer may be
selling atta 
on credit on the condition that male members of
household work 
as labourer on his land as a quid pro quo 
- a
facility that MR dealers cannoL 
possibly offer.
 

213
 



9.46 	One may get the impression that this chapter has not
 
anywhere specified the amount of food grain that should be
 
directed through MR to meeet a desired level of calories
 
intake by the rural poor in Bangladesh. We have sought to
 
address the nexus between the prevailing MR offtake and
 
problem of poverty in an indirect way, early in ch. 9. We
 
have shown that on the most geneous assumptions MR offtake
 
has, in several years,amounted to a very small effort
 
relative to the extent of massive poverty involved. That
 
calculation was based on the assumption of individual intake
 
of MR foodgrains being equivalent to SR quota --- a
 
reasonably high level of calorie intake --- and of some
 
"normal" family size. The implication is clear: if a desired
 
calorie intake be identified, then the desired MR offtake
 
level must increase six-fold or ten-fold, depending on the
 
impact level. We consciously refrained from making any
 
direct specification of the sort noted at the start of this
 
chapter plainly because the case for expansion - of such a
 
large magintude- for just one outlet may widely be construed
 
as of only academic interest.
 

9.47 As regards MR malpractices, we found the situation a mixed
 
one. We found on the one hand that beneficiary households
 
were properly screened for economic status and that the
 
sample housholds (of MR beneficiaries) conceded receiving on
 
average some level of foodgrains. Hence there is no evidence
 
of an obvious malpractice in the sense of improper
 
selection, or wholesale leakage. On the other hand, there is
 
the more subtle malpractice involving leakage: in this
 
study, however, we have not undertaken to identify its
 
magnitude exactly and the modalties. A study of the problem
 
of leakage from MR was simply deemed as a proper subject of
 
an independent exereise. Nonetheless, our evidence helps
 
suggest that some potential for leakage: may exist. MR
 
foodgrain distribution per MR card in 1984/5 in all
 
Bangladesh of 25.8 seers (table '9.3) and per capita ration
 
cereal intake on sample house holds, of only 4.2 seers
 
(table 9.8) suggest that a large discrepancy exists between
 
what is lifted off PFDS inthe name of MR on a per card
 
basis and what reaches the beneficiary households. About 60%
 
of the members of the households ought to actually have
 
received some thing of the order of 15.5 seers per capita.
 
In fact, however, only 4.2 seer do reach these households.
 
The question is one of what this large discrepancy reflects.
 
We belive that a part of this reflects actual leakage from
 
PFDS into the open market ab initio. The other part may
 
reflect leakage by default, as beneficiary households do not
 
lift their quota, and as MR dealers have no option but to
 
channel to the market what is not lifted.
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9.48 	 It is 
not clear that the conditions prevailing in 1984/5
 
were ideal for isolaling leakage amounting to an "1abuse" and
 
leakage by default. We belive that a reform in MR has
 
principally to premise itself on evidence of 
 abuse. Such
 
evidence was hard to come by, as the officals and dealers
 
involved could, as they in fact did, pass the buck 
on to the
 
fact of the households not lifting. Be that as it amay, one
 
of the cornerstones of an efficient MR is a reasonable
 
spread between market prices and issue prices, the other, it
 
seems to us, is intervention by selection of form in which
 
cereals are made avaiable in MR, e.g. distribute atta in MR
 
and not wheat. To some details of this proposition, let us
 
now turn.
 

9.49 	 It is our opinion that the potential for some leakage will
 
exist in any public distribution system but its extent can
 
perhaps be minimised by selecting apptopriate modalities. We
 
belive that MR is likely to woUk better in terms of
 
reaching beneficarles if all of thc MR allocation both in
 
pourashavas and the unions, it;routed through approved
 
mille's in urban and rural atta chakkis. The latter would in
 
turn market the atta. (We are coming to pricing in a moment%
 
This would appear to have the following advantages. First,
 
leakage frequently involves inter-district movement of
 
foodgrains issued at another district. However movement 
 of
 
atta acorss districts is logistically more difficult than
 
that of wheat. Second, allotment of wheat favouring approved
 
millers will more likely be crushed in their facilities than
 
be shipped interdistrict qua wheat. This is so because
 
having people in their employ puts pressures for utilisation
 
of their facilities. The more this happens, the greater are
 
the chances of food assistance reachimg people where the
 
foodgrains involved are in fact issued. Thirdly, creatr.'
 
pressure leading to use of rural manufacturing capacities Is
 
an advantage in a country with a serious problem of rural
urban imbalance. Fourth, our survey results show that
 
consumption of wheat-derived cereals procured oua atta is at
 
a predictably high level of over 10%. That being the case, a
 
system featuring distilbution of atta in MR would be also
 
consonant with the preferences of the poor people.
 

9.50 	Critics have at times pointed out that at any rate the rural
 
chakkis are located in clusters within rural towns, and that
 
a scheme of utilising these facilities to mill wheat and
 
then distribute atta among residents cf villages, themselves
 
scattered all over the place, will raise 
 unit transport
 
costs. The 
 fact ofthe chakkis being located in clusters is
 
not disputed. But it is at these same facilities that wheat
 
distributed in conventional MR would be milled also. It is
 
not the case that if wheat distributed in conventional MR
 
can be milled in facilities that are less clustered than if
 
the wheat were to be distributed first to the millers.
 
Households 
 who receive wheat have to use these chakkis in
 
any case. Hence it is not really the case that unit
 
transport costs would be any higher if MR is modified in its
 
modality.
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9.51 	As regards pricing of wheat to be issued to approved chakkis
 
within MR, 
 the existing pricing principle can be continued.
 
We have no reason to recommend otherwise. Under the current
 
practice, approved chakkls are issued wheat at the 
 prices

that aply to MR dealers. The same unit transportation costs
 
and a certain milling charge is then piled up on that price.

A normal profit is allowed to the millers. This pricing
 
formula can well continue.
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C-IATER 110 

ASSESSMENT OF DIRECT rARGETTING EFFORTS IN PFDS IN BANGLADESH
 

10.1 	Food distribution programs can be categorised according to
 
the degree of targetting of the benefits that is built into
 
them (a) un'.argetted food subsidy schemes (e.g.
 
comprehensive coverage to essentially entire population
 
irrespective of income or nutritional status); (b) subsidy
 
schemes targetted by area of residence and/or present or
 
past employment status (e.g. in SR, OP, EP, LE and MR in
 
Bangladesh), (c) subsidy schemes targetted primarily by a
 
rationale derived from poverty objectivies (e.g. szhemes
 
which feature fair price shops loceted in particularly poor
 
neighbourhoods, or which are heavily weighted toward
 
commodities that only the poor are interested in (e.g. the
 
FFwP in Bangladesh); and (d) highly targetted special
 
intervention nutrition programs (e.g. VGFP and Institutional
 
Feeding Programs in Bangladesh). Specimens of schemes of
 
categories (b), (c) and (d) can be found among the
 
components of PFDS in Bangladesh. Tne objective o. this
chapter is to enter some pertinent observations so as to
 
evaluate the schemes entered in categories (c) and (d), now
 
that we have treated, quite exhaustively, the distribution
 
of benefits, as between rural and urban areas, of the
 
operation of the subsidy components in catejory (b).
 

10.A 	- An Evaluation of Food-for-Works Program in Banqladesh.
 

10.2 	World Food Program began its assistance to Bangladesh FFWP
 
in 1974. To quote from a recent document of the WFP, the
 
current objectives of FFWP in Bangladesh are as follows :
 

- to improve rural infrastructure (e.g. through upgrading 
of village feeder roads); 

-	 to increase the agricultural productivity of land 
through a variety of water development works (e.g. the
 
construction and re-construction of coastal and river
 
embankments, drainage canals, irrigation canals and
 
field channels;
 

- to generate lean season employment opportunities for 
the rural foor; 
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tc assist in the stabilisation of the Bangladesh
 
foodgrain market (WFP, October, 1985). These four
 
objectives can also be synoptically be seen as
 
corresponding to imperatives of 
 (a) generating
 
employment in the short run for the very poor and and
 
the poor, (b) of utilising such employment to create
 
rural capital assets which disproportionally benefit
 
marginal and small farmers by improving their access to
 
markets, and (c) of utilising such employment to raise
 
land productivity and lower uncertainties to return to
 
investment in farm modernisation. In principle, these
 
objectives are of paramount importance in view of
 
possible antidotes to poverty in rural Bangladesh.. It
 
will readily be agreed that significant scope of
 
improvement exists on all three counts, and even that
 
FFWP is virtually alone among policy options that serve
 
all these goals at 
the same time that it does not run
 
afoul of the problem of political economy of
 
distributive change. FFWP is potentially able of
 
improving the income distribution and poverty situation
 
in both the short and the long run. Given this, it
 
will, of course, be desirable to have a brief but
 
coherent evaluation of its effects in the light of
 
these desiderata of policy'.
 

10.3 	It may be useful to recapitulate the basis of allocating
 
FFWP wheat here. Upazillas are the territorial units.
 
Regular programme resources were in 1904/5, allocated using
 
the 	 following steps. 
 First, the base rate remained 107
 
maunds per thousand population or 4.28 seers per person.
 
Second, this base rate was 
modified by incorporating
 

-	 upazila distress factor:
 

base 	rate for average or better distress situation;
 

base 	rate + 10% for slightly distressed situation;
 

base 	rate + 25% for moderately distressed situation;
 

base 	rate + 50% for several distressed situation
 

1. 	 As stated in the Inception Report, we shall rely entirely on
 
the findings of BIDS - IFPRI joint evaluation of FFWP for
 
this end.
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upazila 1983/4 performance factor:
 

20% extra for best performing upazilas;
 

10% extra for next best performing upazila;
 

no change for upazila with average performance;
 

20% cut for worst performing upazila;
 

10% cut for next worst performing upazila'.
 

What is particularly relevant in the above description of
 
modalities is the explicit recognition of upazila-level

stress and the conscious use of Implementation performance

In one year as a basis for altering entitlement in the next.
 

10.4 Selection of FFWP Workers: 
BIDS - IFFRI evaluation concluded
 
that there is a very large degree of self-selection of the
 
poor into the scope of FFWP in Bangladesh. 51.3% of FFW
 
workers were landless, 70% had only upto half an acre of
 
land and only 7% had 2 acres or more (Chowdhury, 1983,

P.132). Chowdhury concluded that "both in terms of human and
 
material capital RFW workers are worse off than the rural
 
population of Bangladsh. 
 Incidence of multiple occupations,

each with very low productivity is very high among FFW
 
workers. Chowdhury concluded emphatically that FFW workers
 
doubtless recruit themselves from the poorest section of the
 
community (P.133)
 

10.5 The mode and rate of payment : The normal or basic rate of
 
payment to FFW labourers is 42.86 seers of wheat per 1000
 
cft. of earthwork done. Allied factors, e.g. lead, lift,

which raise difficulty of earthwork, fetch premia. From
 
1982, base and allied rates have been mez:ged for all MRR

executed FFW projects to result in that, while 1000 cft of
 
earthwork on roads and eipbankmentz would fetch 50 seers,

excevation of 
 canals would fetch 55 seers. The rates of
 
payments on WDB executed ptojects still feature the 
 duality

of base and the allied rates. The minimum still remained at
 
42.86 seers per 1000 cft. We shall see below that a major

part of the poor FFW workers surveyed by BIDS - IFPRI
 
received less than this minimum in the FFW season 1981/2
 

In 1984/5, there were considerable supplementary wheat
 
donations. WFP has determined supplementary FFW allocation
 
criteria on the basis of upzilla-level. extent of flood
 
damage
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10.6 	Project authorities are required to put up sign-board

prominently about the site showing the stipulated wage rate.
 
The BIDS survey found, however, that 85% of the workers were
 
illit.--rate and, not surprisingly 56% 
of them just did not
 
know their entitled wage rate. 61% of the workers are
 
recruited by gang leaders - usua]ly village roughs 
who often
 
covmuand possessive loyalty - and 20% of workers who knew
 
about stipulated wage rate knew it from gang leaders. 47% of
 
the workers reported that what they were paid was less than
 
the stipulated rate. Project authorities are required to
 
maintain a Haster 
 Roll where the names of workers their
 
daily attendance and payments made to them are to be
 
registered against their signature or thumb impressions. But
 
the workers commonly put their thumb impressions - if at all
 
- on a chit of paper against payments made to them.
 
Fictitious names are entered on the Master Roll and usually
 
paper work on it are done after the project is over. Since
 
the workers are generally ignorant about the terms and 
conditions 
closer to 

of 
the 

working in a FFWP, what they are 
prevailing market wage rate ( n 

paid 
the 

are 
lean 

season when labour demand is slack) than the rate stipulated

for working at the project. Chowdhury concluded that the 
workers at WDB - executed projects received 33.7% less in 
wages, and at MRR - executed projects 9.83% less, th-in their 
entitlements (P.29). On an average (WDP and MRR taken
 
together) wage payments were 42.16 seers/1000 cft. for the
 
entire BIDS - IFFRI sample, the weighted average rate of
 
underpayment for the WFP - aided FFWP 
in 1961/2 season was
 
estimated at 26%.
 

10.7 	There was a discernible degree of variation in the rate of
 
underpayment territorially. The rate of underpayment for WDB
 
projects varied from a high of 
around of 60% (at Mirersarai)
 
to a low of arnund 10% (at Natore). The corresponding
 
figures for MRR .ere around 30% (at Madhabpur) and around
 
3% (at Ulipur). The study suggests that inter-regional
 
variation in the rate of underpayment could, in large part,
 
derive from the rate of workers' wages being modelled on
 
prevailing market wage rates. The more depressed an area is,
 
the lower would the prevailing farm wages in the lean
 
season likely be - hence the higher rate of underpayment.
 
This further suggests that a part of the additional wheat
 
allocation 
due to distress factor may result in additional
 
"unearned incomes" for non-worker actors involved in the
 
project.
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10.8 	In FF season 1981/2, the extent of leakage of wheat from
 

FFW channels was, therefore, at-least 26%. This estimate of
 

under-payment has been officially accepted in that WFP noted
 
this as a statement of fact in its report quoted earlier.
 

That disturbing finding has put pressures on the beefing up
 
of field monitoring on FFW projects. The main objectives of
 
field monitoring has been to ensure that wo- ,rs receive
 
their correct FFW entitlement according to work
 

accomplished. The Bangladesh executing agencies have taken
 
step to strengthen this monitoring. WFP has adduced evidence
 
that intensified field monitoring has yielded desired
 
results, in that the 1983/4 season WFP monitoring reports
 
indicated that under-payment to workers had been reduced to
 

about 13%. For the major part of 1984/5 FFW season, rate of
 

underpayment was in the range 2-5% (WFP, 1985).
 

10.9 We have already noted that FFWP in Bangladesh shows a
 

predictable tendency towards its self-selection by the
 
target group, viz. the poorest of the rural community. This
 
happens because earthwork is the archetypal manual work and
 
in rural setting mannual work for a living can be adjudged
 
to be a reliable indicator of poverty. Any one who can do
 
away with mannual work will readily do so. Earthwork also
 
happens to be very laborious. Besides, the fact that at the
 
end of work-day people are paid, more frequently than not,
 
wholly in kind and not in cash may well repel many people
 
who, habitually, judge the status of a job by whether it
 
generates cash income. The pressure of need has to be
 
correspondingly greater if the physiological stigma (of
 

ending a day of work with a basket-load of grains funded by
 
international donations) has to be overcome'. For all these
 

reasonsapoverty acts as a very effective screening mechanism
 
for regulating the distribution of benefits out of FFWP.
 
FFWP does, therefore, not suffer from some of the
 
limitations which afflict some of the other anti-poverty
 
programmes for the landless. In the latter, sons belonging
 
to well-to-do landed fathers in extended family can and do
 
frequently masquerade as practically landless and thus
 
qualify for coverage. Self-selection motivated by poverty
 
makes FFWP a very potent vehicle for simultaneously
 
subserving the goals of poverty alleviation via employment
 
generation and fostering farm viability and productivity via
 
improving market access and capital formation. A careful
 
extension of the scope of FFWP would thus seem to be in
 

2
order .
 
...................................................................
 

1 	 In Bengali parlance, alms giving has typically been
 
visualised to involve paying to a stretched arm some grain,
 
mainly uncooked rice.
 

2 	 We would not like to venture beyond this as our TOR only
 
requires us to come thus far and go no further. In
 
particular, we should record that we have not examined what
 

effect, if any, FFWP foodgrain releases likely have on
 
market prices because our TOR did not necessitate it. Hence
 
the adjective careful in the text.
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10.B Evaluation of the VGFP and Institutional Feeding Programme
 
in Bangladesh.
 

10.10 There are two main objectives of the VGFP in Bangladesh.
 
First, to provide "temporary food assistance to the most
 
economically distressed and, therefore, most nutritionally
 
vulnerable mothers and children in order to help alleviate
 
their critical nutritional situation it is these very 
groups for whom food assistance is most vital, often 
providing that precarious balance between survival and 
catastrophe" ('FP, 1.983, P.4). The other objective of VGFP
 
is to use the respite from critical nutritional deficiency
 
provided by the progranme as a basis for their
 
rehabilitation as a productive agent of the society. Food
 
resources alone cannot remove poverty from the lives of the
 
neediest groups on a permanent basis. Permanent respite form
 
stark foris of malnutrition can only come if the VGFP
 
beneficiaries as also the community realise the urgency and
 
feasibility of, and innovatively seizes, the opportunities
 
for productive self-reliance via combining health care,
 
skills acquisition and functional literacy within the
 
arrangement of receiving transitory food assistance. VGFP
 
was begun in 1975 on a pilot basis, the scale of the
 
programme was expanded twice since.
 

10.11 distribution of wheat is made qua dry take-home ration.
 
Each mother receives a daily family ration of 104 grms of
 
wheat (supposedly enough for herself and three pre-school
 
children) for a year for a duration of two years. Within
 
VGFP, an IF programme is also executed whereby cooked meal,
 
including WFP wheat, pulses and oil for mothers and
 
ch'ldren at orphanage and training centre, is distributed.
 
From the point of view administrative structure, the
 
Ministry of Relief and Rehabilitation has the overall
 
responsibility for the implementation of the project. There
 
are three types of VGF centres, namely Union Parishad (UP)
 
Centres, UP Health Centre and Women Training Centre (WTC).
 
There were in 1983/4 1963 UP VGP Centres and 150 Health
 
Centres.
 

10.12 VGFP has been shown by rigorous evaluation to have
 
overwhelmingly reached the desired beneficiaries, namely
 
women with dependants facing considerable poverty. 73% of
 
the beneficiary households were headed by members who are
 
either unemployed or employed as daily paid agricultural
 
labourers (WFP, 1983, P.9) 73.3% of the 1446 women covered
 
by the programme were employed either as domestic servants
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or agricultural labourers. Another 14.4% were engaged in
 
weaving, begging, earthwork. 90% of them were found to be
 
illiterate. Average monthly income from all sources
 
(including the value of the wheat ration 'eceived) 
was
 
found to be about Tk. 273 or about 30% of the national
 
average. The wheat ration was found to comprise about 22%
 
of house-hold income. Average daily calorie intake per
 
person was only 1029 - about 56% of what may be counted as
 
denoting absolute poverty. VGFP contribution accounted for
 
35% of the calorie to these marginal diets. The Implication
 
is clear that on the whole, VGFP does embody for about 267
 
thousand poor families the delicate balance between
 
outright starvation and a very meagre nutritional
 
supplementation. There is common consensus, therefore, that
 
VGFP is performing its nutritional intervention function
 
well within the constraints of existing resources.
 

10.13 Of course, aside from the nutrition-intervention objective,
 
VGFP has always had a developmental objective with regard
 
to the human resource formation of the women involved.
 
There was, until about 1984 widespread and genuine concern
 
that VGFP was not as yet performing the developmental
 
functions expected of it. The investment in human resources
 
development in (a) betterment of health and nutritional
 
education, (b) of the standards of functional literacy, (c)
 
of the level of gainful skills had not as yet come about.
 
However, some concerted attempts have been made by the
 
Ministry of Relief and Rehabilitation to improve VGFP from
 
this particular viewpoint. Several steps have been taken in
 
the rai'ter, namely the formation of a National Coordination
 
Committee, the formation of a Working Committee in the
 
Directorate of Relief & Rehabilitation (DRR) and, among
 
other things, the creation of a VGF cell in DRR with WFP
 
experts. The cell officials have started monitoring the
 
developmental performance of VGF rather closely. The last
 
quarter of 1985 appears to have been the beginning of a
 
real activity in terms of a singificant expansion of the
 
number of VGFP Centres where facilities of health,
 
education, functional literacy and income generation have
 
been created. Progress made so far is doubtless modest but
 
the mov.;ment is surely in the right direction. Even so,
 
despite some success a good deal of time and concerted
 
action must take place before the ultimate developmental
 
goal of VGFP can be realised. Admittedly, accomplishing
 
such transformation toward economic self-sufficiency
 
involving poor and mostly illiterate women is exceedingly
 
difficult especially in a social setting where the pace of
 
chan~c has been and remains slow. All the more reason
 
therefore that one must not make a case for expanding the
 
present level of VGFP before an independent evaluation of
 
the developmental endeavours noted above is undertaken.
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10.14 	Let this be noted that we have 
examined the VGFP only as
 
programme for 
providing targeted nutritional intervention,
 
and especially that we have not anywhere argued that 
 VOF
type programs are the most efficient and least costly of
 
all programs 
 in Bangladesh to target food subsidies. We
 
have simply argued that VGFP has performed its nutrition
intervention functions 
quite well, and that, from 1985
 
onward, some serious efforts have been made to 
improve its
 
developmental performance. The latter ought 
to be evaluated
 
first before a decision for the expansion of the VGFP is
 
deliberated.
 

10.C - Disaster Relief and Ways to Improve its Efficiency.
 

10.15 Bangladesh is a country afflicated by a relatively high
 
degree of susceptibility of natural disasters floods
e.g. 

and cyclones - Droughts and part-attack have also had a
 
certain degree of incidence more recently. Even in a year
 
of bountiful crop, three-fifth of the rural people remain
 
the victim of poverty. Small wonder, floods or cyclone can
 
spell outright extinction to thousands of impovrished

people, and a disastrous and irreversible loss of earning
 
potential to many more thousands of people. And yet it is
 
reasonable 
 to say that timely succour in case of such
 
calamities 
 cannot only minimise the humanitarian dimension
 
of the devastation caused thereby but, more importantly,
 
can contain the economic disruptions as well. This is the
 
rationale of disaster relief.
 

10.1.6 	The implementation of disaster relief is within the
 
jurisdiction of 
MRR. Such relief has frequently taken the
 
fo.i of give a-ways of grains, mainly wheat, re-allocated
 
from 
 what normally would have been distributed within MR.
 
This is necessiatated in that advance allocation 
for
 
disaster relief cannot, given the imponderable nature of
 
the occurance of its raison d'cre, be made. It is of less
 
importance for purposes speak about the
present to 
 how 

upazila or union level allocation of the quantum of
 
foodgzains is made. 
 It is 	far more important how whatever
 
little is allocated in favour of a particular union
 
actually gets distributed. This is where the local
 
government institution enter the scene.
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10.17 	It is our considered opinion that relatively low levels of
 
accountability characterlse the manner in which elected
 
representatives distribute foodgrain resources within thelr
 
jurisdiction. Our MR household surveys returned less than
 
half a seer per capita in contribution of disaster relief in
 
1984/5. And yet the scale of operation of disaster relief in
 
1984/5 was very considerable. When the typical benefits from
 
relief operations are so small, it is not surprising to find
 
that people lower guards in so far as whether their
 
entitlements are possibly being infrioged by their elected
 
representatives. Nor is it surprising to find that only a
 
relatively small part of disaster relief reached the real
 
victims of disaster'. Low sense of accountability inherent
 
In such ad-hoc situations, with little or no precedents or
 
set guidelines for official conduct, coupled with the oft
noted weakness of administration at decentralised levels of
 
responsibility naturally promote a degree of leakage of
 
resources. This prognosis is deliberately pitched at a levEl
 
of generality. It is neither warranted nor strictly within
 
our mainly academic competence to be more specific as to how
 
to deal with what we have mainly identified inadequate
 
performance by democracy and administration.
 

The Urir Char and other victims of 1985 tornado may have
 
been an exception to this rule, due to apocalyptic
 
proportions of the disaster and the public sympathy at so
 
movingly aroused.
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PFDS AND FOOD SECURITY IN BANGLADESH
 

11A 	The Concept of Food security:
 

11.1 Food insecurity is a problem most often conceptualised as a 
macro phenomenon ---- deviations from trends in aggegate
consumption'. Deviation patterns from the trend doubtless
 
constitute important signs about the behaviout of particular

food systems. They raise important issues involving the
 
existence of patterns of instability in aggregate food
 
consumption, as also of their causation and the nature and
 
costs/benefits of probable sources of their redressals or
 
alleviations. This aggregative concept of food security is
 
closely related with the task of macro management of supply.

A sudden and drastic shortfall in market availability of
 
staple cereals may trigger off a fateful cost-price spiral,

which may undermine the long-run operational basis of the 
economy. 2learly, food insecurity in tte sense of 
aggregative instability is the one of the aspects of a
 
country:s food systei.. that is of direct concern to
 
governments and donor agencies concerned with macro-economic
 
policies. Some of the questions that have assumed focal
 
consideration in this tradition are the following:
 

(a) 	 How unstable, from one year to the next, can one expect

domestic food supply and the landed cost of imports 
to
 
be?
 

(b) 	 What consequences can different sets of policies have
 
in a particular environment in terms of stability of
 
aggregate consumption?
 

(c) 	 What are the long-run costs or gains of the diff'rent
 
policies for the economy, the government, producers and
 
consumers?
 

(d) 	What are the costs and benefits of operating some kind
 
of buffer-stock arrangement?
 

(e) 	Under what circumstances is food insecurity a problem

of national poverty and not of deficient world supply.
 

............---------------------------------------------------------

I 	 It should be made clear that PFDS is just one among many

different variables that influence food security of a 
people. They include employment opportunities, level of 
wages, market foodczg.a1in prices, economic policy framework of 
the country, etc. The purpose of this chapter is really to 
focus on e;ome of thE: relationships between the PFDF and the 
conditions of food security or lack of it. In particular, we 
seek to establish defined aspect of the problem of food
 
security, pertaininq to the geography of vulnerability, and
 
to see wvhat PFDS can do about it.
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11.2 	Conceptualisation of food insecurity problems is at the same
 
time becoming increasingly sensitive to the fact that the
 
most compulsive aspects of food insecurity surface for
 
attention surrounding the welfare vulnerabilities of
 
distinct and definable categories of people within the
 
population. Such a view is based on the perception that
 
aggregation, however necessary it may be, has the potential
 
demerit of detracting attention from the plight of the
 
particularly vulnerable and handicapped. Even in years with
 
normal food grain availability there may be any number of
 
individuals in Bangladesh facing severe nutritional
 
deficiency. The precipitate decline in the welfate of these
 
presons that may result from a random shock, whether it be
 
untimely and unexpectedly prolonged flooding that damages
 
standing crops and destroys employment opportunities or an
 
externally induced exchange rate fluctuation that makes
 
imported food dearer, is the essence of dealing with food
 
insecurity in the short run. Food insecurity in this
 
disaggregated sense has close connection with the problem of
 
poverty and malnutrition. We can think of at least three
 
sets of forces that affect the problem of food insecurity in
 
disaggregation in Bangladesh, namely personal/occupational,
 
ecological, and policy-induced.
 

11.3 	As for the first, disaggregation of the problem of 
malnutrition suggests that one of its locilies in the 
circumstances of people in certain age and reproductinve 
categories --- e.g. children upto 8 years or so, the very 
old, the pregnant and lactating women and certain socio
economic categories, e.g. the landless and land-poor farm
 
households, the urban squatters, people whose staple sources
 
of income are undermined by otherwise beneficial thrust of
 
development activities, etc. Frequently, also the primarily
 
socio-economic forces sustaining the deprivation indicated
 
above is reinforced by a primarily ecoligical and climatic
 
dimension that is more properly seen as regional than as
 
personal or occupational. Regions within Bangladesh
 
frequently differ in terms of ecological charactaristics
 
critical to regional food production, such as crop yields,
 
disaster-proneness of farm ecology, remoteness, and
 
population pressure. Ecological and climatic handicaps of
 
particular regions may also be at times accentuated due to
 
investment allocation according to a possible prevailing
 
orthodoxy which relegates remote and poorer regions to
 
subsidiary positions on the order of priorities. These
 
handicaps are policy - induced and have the presently
 
relevant effects of giving and additional and tragic twist
 
in the predicament of these ecologically vulnerable micro
 
regions.
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11.4 	We have iaolated in the foregoing two perspectives from
 
which to consider the problem of food insecurity. Central to
 
both is the fact that insecurity is measured in terms of the
 
level and, perhaps more importantly, the instability of
 
consumption of food. A conscious distiction between the
 
level and the stability of consumption of food has to be
 
recognised, and, at times, the case for the greater
 
importance of the stability as opposed to the level is
 
arguable. Food security involves adequate and stable levels
 
cf food intake. A high but unstable food intake is likely to
 
yield a lower level of utility than a slightly lower but
 
equally stable intake level'. This in part implies that
 
stability can be as important --- sometimes even more
 
important than the level. The importance of stability
 
becomes even greaterwhen speaking of poor people. Low food
 
intake, levels, undesirable as they are have at least one
 
saving grace, thanks to the biological ability among human
 
to adjust, upto a point, calorie requirements to intakes.
 
The point here is that the body is able to adjust without
 
any conspicu6us functional impairment and for sustained time
 
periods to food intake levels that may primafacie" appear
 
low. However, at low levels of food intake that have been
 
"regularised" with the metabolism, instability in food
 
intake can become a disruptive force of some importance, in
 
that a departure from such delicate requirement - intake
 
equilibrium may trigger off some new or previously dormant
 
functional impairment including heightened susceptibility to
 
diarrhoel and other diseases which both result from and 
cause malnutrition. Instability is therefnre important in 
its own right. 

11.5 	Although several dimensions of the concept of instability in
 
its aggregative sense have been touched upon in pare 11.1,
 
we need not deal with all of them in the following. We shall
 
seek to speak quantitatively about the order of instability
 
in three foodgrain variables, production, availability and
 
import in our treatment of aggregative instability. The two
 
other strands on which this chapter rests are about the
 
geography of food insecurity and famine early warning
 
.system. 	We shall next look at aggregative instability in
 
foodgrain production and consumption in Bangladesh over the
 
long period.
 

This point presupposes diminishing marginal utility of
 
foodgrain.consumption.
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11l 	 Aggregate Instability in Foodgrain Production arid Consumption
 

11.6 	Instability is here measured by coefficient of variation
 
around the trend'. 
 The variable of real interest of course
 
is focdgrain availability. But one should perhaps look at
 
foodgrain production and imports as well. Table A 11.1
 
presents average levels of production, imports and
 
availability of foodgrain in the 
ten years ending in .969/70

and 	 the thirteen years ending in 1984/85. The table also
 
presents 
 CV of the actual values of the variables. The CV
 
around estimated trend equations are, however, presented in
 
Table 11.1 below. Let us first examine the inscaDility for
 
the 	 overall period. What emerges quite clearly is that
 
aggregate instability in foodgrain output overall has 
 not
 
been very substantial. For rice, it is found to be 0.9%, and
 
for wheat 1%. This seems in absolute terms reasonably low.
 
We have to state here that our estimate of the CV is found
 
to be much lower than has been reported in a recent study

(Murshid, 1985, PP.). It is our opinion that the use of a
 
semi - log specification has to cest on the assumption that.
 
the process of growth in a variable involves elements of
 
exponential expansion which, 
 in turn, strictly

necessaitates the use of natural logs. It can also be shown
 
that use of common log viill overstate CV around an estimated
 
trend relative to natural log.
 

The methodology followed was the following. Simi-logarithmic

relation were estimated of the following form where Y
 
denotes the variable of which the time trend is the 
 object

at hand, and X denotes time in years beginning with 1.
 
Natural logs are used, in preference to common log. (It will
 
be shown below that we arrive at much lower variation around
 
the trend, for example for foodgrain output, than estimated
 
by a recent doctoral thesis submitted to an English

University)
 

CV = 	(SEE/ Y *) X 100 where Y* stand for log Y, 
and SEE is
 
the standard c%-ror of estimate of trend line.
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Table 11.1
 

Variability around Trend of Selected Foodqrain variables.
 
1960/1 through 1981/5
 

(%)

I 1960/1 - I 1972/3 - 1 1960/1- 1969/70,
Variables 	 I 1969/70 1 1984/5 1 1972/3- 1984/5
 

(1) 	 I (2 I (3) I (4)
 

Rico output 0.7 0.5 0.6
 

Wheat output 6.9 3.9 6.5
 

All foodgrain output 0.7 0.5 0.6
 

Rice import 8.5 15.9 12.6
 

Wheat import 6.7 5.7 7.9
 

Total grain import 4.8 5.6 5.8
 

Rice availability 0.5 0.4 0.5
 

Wheat availability 5.0 3.7 4.8
 

Total foodgrain availability 0.5 0.4 0.5
 
--- ----------.---------------------------------------
Note: 	The two years 1970/1 and 1971/2 have been omitted from this
 

exercise on the ground of political turmoils of that period, which
 
must be seen as originating from non-economic factors 1974/5 has in
 
contrast, been included in that'year's famine was caused by natural
 
as well as policy-induced factors -- both being natural subjects of
 
a study of food security. Availability of foodgrain, as before in
 
this report, is defined as net production domestic procurement +
 
offtake. Offtake is fed from procurement and imports.
 

Source:These ratios are computed from estimated trend equations presented
 
in Table AlI.2
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11.7 	it may be useful first of all to look at overall instability
 
of foodgrain output and availability. While the CV of the
 
former is found to be 0.6%, the corresponding ratio for
 
availability is a percentage point lower. Strictly speaking,
 
however, those two orders of things may be seen as 
substantially similar. This would suggest the conclusion 
that instability in availability has been of the same order 
of importance as that In production levels. The instability 
in nither production nor availablity appears great in 
overall terms in that both are less than 1%. The fact that
 
instability both are roughly of the same order of magnitude
 
suggests in both that the instability In production is an
 
important cause of that in availablity, and that, in both
 
periods, t has been possible to offset losses in net
 
production by increases in ration offtake such that
 
instability in food availability has been in keeping with
 
that in food production. This conclusion suggests that PFDS
 
has been an useful device in Bangladesh in that it has lent
 
itself successfully to moderate what may well have been
 
relatively higher instability levels in foodgrain
 
availability.
 

11.8 A word of clarification appears to be warranted regarding
 
the strangely high level of Instability in foodgrain
 
imports. Wheie levels of foodgrain imports are determined
 
with a view to minimising the effects of changes in
 
foodgrain production on availability, surely one expects an
 
order of instability in import levels of roughly the same
 
order as that of production level itself. It appears that,
 
in Bangladesh that is not how import flow of foodgrains are
 
determined. Perhaps, foodgrain import levels are mre
 
forcefuily determined by factors not directly related to
 
performance of the food poducing sectors. It may even be
 
speculated that even when decisions to import are initially
 
triggered by performance of the food economy (e.g.
 
necessitated by crop losses due to floods), there have been
 
tendencies towards "overkill", resulting in huge imports
 
which end up doing much more than stabilise consumption'.
 

.	 The developments succedin 1984 flood convincingly
 
demonstrate the type of tendencies under reference here. 
 It
 
ifitrue that different parts of the country suffered atleast
 
flour waves of flooding in May, June, July and September,
 
1984. 'These did no doubt cause sizeable damage to boro, aus
 
and broadoast aman crop. The government acted quickly. It
 
first sought to talk important food donors ilto up-grading
 
shipping schedules of foodgrains already committed. When
 
donors were l'-ss than forthcoming, the government embarked
 
upon market purchase on cash and deferred payment terms. In
 
addition, some of the donors, too, made available emergency
 
contributions to Bangladesh's FFWP in 1984/5. The result is
 
that foodgrain imports reached the staggering level of 25.8
 
million metric tons '- one of the highest ever. The irony is
 
that domestic production level was far higher than was
 
thought.
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Ouch modalities will aggravate instability in the import
 
levels. A look at Table All.2 shows that overall series from
 
Eoodgrain (rice + wheat) imports during 1970's exhibit
 
little trend growth, with a R2 that is next to nothing and a 
variability around trend of 5.6%. Clay has argued that
 
imports have moved cyclically under the influence of a
 
combination of factors including production, ration off
 
take, demand, and stock levels (Clay, 1979, p.12). Such
 
cyclical movements around an insignificant trend have
 
reflected themselves in the high variability we have noted.
 

liC Food Security at the District Level in Bangladesh
 

11.9 The evidence showing that aggregate instability in foodgrain
 
consumption has not been significantly high should suggest

nothing about a very reai problem in Bangladesh by way of
 
regional variations in economic vulnerability. Sen's seminal
 
work (1982) has popularised the paradoxical theme that
 
occurance of major famines has frequently been in the midst
 
of reasonably high levels of aggregate food availability.
 
Famines ire viewed as stark manifestations of the problems

of food insecurity of certain types of people. These people
 
have certain vulnerabilities specific to their status in the
 
labour market or in the realm of production which are
 
aggravated by what Sen calls failure in their entitlements
 
to exchange. Such failures can happen, and have frequently
 
happened, in the midst of adequate aggregate foodgrain

availability. The point tha tis being driven home is that,
 
as noted in 11.1, a researcher is still confronted with the
 
need to probe for the geography of poverty even when all
 
seems to be well in the aggregate.
 

11.10 Of course, Bangladesh has a reasonably well-de-Zined
 
geography of poverty. As noted earlier, this notion has
 
proceeded from the work of Dr. Bruce Currey (see the
 
appendix on the methodology to Ch.9). Dr. Currey in essence
 
drew in his work a poverty map down to the upazilla level.
 
WFP, too, uses a version of a map showing various degrees of
 
distress level down to the upazilla level. It is recognised
 
that the geography of poverty under discussion here is
 
reflected, among other things, in differential average

foodgrain Intake to the disadvantage of upazilas
 
characterised as either liable or very liable to famine
 
conditions. Chowdhury (1984) compared calorie consumed per

day per person in 1979/80 as between upazillas betraying a
 
significant degrees of distress (according to the WFP
 
poverty mapl and between randomly sampled upazillas within
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the same district. Since not all districts are represented
 
on the list of upazillas betraying a significant exposure to
 
famine, a comparison Is afforded only for those districts
 
that have representation from both exposed upazillas as well
 
as non-exposed ones. The results are presented in Table
 
11.2. The evidence is clear that in every case, the famine
 
upazillas fare worse in terms of production levels and, for
 
the reason adduced in the footnote to that table, per capita
 
availability as well. Hence we would like to say that the
 
WFP sponsored famine mp has correctly traced at least the
 
broad gradations of significant exposure to food
 
Insecurity , and an average level of such exposure.
 

11.11 	If any further proof of the case for a geography of poverty
 
is needed, we believe, Ch.9, in its paras relying on the
 
findings of the MR household survey, gives quite persuasive
 
support. We have, it will be remembered, based our exercise
 
on the famine map associated with Currey's work. We have
 
found that daily calorie intake per capita is in every case,
 
lower In the sample households from the below-average union
 
of the famine upazilla than is the case with the non-famine
 
upazilla. And yet, as one would expect, the differences were
 
not frequently statistically significant. There is a strong
 
case that the geography of micro-regional economic distress
 
exists.
 

11.12 	This observation should not strike the knowledgeable reader
 
as new; we have ourselves noted that the FFWP wheat
 
allocation makes a conscious use of this concept. The reason
 
for seeking to establish its empirical validity here has
 
been to call attention to the importance of making the
 
allocation of public food resources for rural areas more
 
sensitive to this factual aspect of the distribution of food
 
insecurity in rural areas of Bangladesh. For example, it is
 
technically feasible and highly desirable that modalities of
 
allocating quantities for MR among districts and upazilla be
 
changed such that famine upazillas come to have a higher
 
entitlement, in relative terms to non-famine upazillas,
 
within the campus of MR. What this would mean is that the
 
requirements of A and B categories of persons In the famine
 
upazillas should have greater weight relative to those of A
 
and B categories of people in nonfamine upazillas. If what,
 
prevails to-day as an average MR card-holder's benefit, in
 
physical terms, has to stay the same, this would necessitate
 
an absolute expansion in the size of MR. Other things being
 
the same, this would gear rural rationing to the problem of
 
rural poverty to a greater extent than now is the case.
 
Getting at worst pockets of rural poverty is an important 
way of dealing with lack of food security in its regional 
dimens ion. 
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Table 11.2
 

LpaHratlve per capita calorie production as Between 
Random Upaillias and Upasillas shoving xposure to famine, 1979/10PH 

fK.Cal/day/Capita) 
............................... ..................--------------------------------------

IBndonly selected upazillas I Upazillas with exposures I Col.4 
-I.... . .. .. . .. ..------------------------------------I as %
 

31.1 wale of I No. I Per capita calorie I No. I Per capita calorie I of
 
go. I District 1 I production I I rice production I Col.6
 
.......................................................................................
 

(1)1I (2) 1(3)i (4) 1(5)1 (6) 1 (7)
 

1. Taridpur 9 1280 13 1193 93.2
 

2. Jabalpur 4 1923 4 1734 93.3
 

3. Chittagong 7 2058 1 878 42.7
 

4. loal0ali 5 1951 1 1329 61.1
 

5. DlnaJpur 3o] 1 2978 99.1
 

. Ramgpur 11 2310 5 2109 94.8
 

7. Ikulna 8 1719 3 1639 91.1
 

8. Patlakhali 4 2005 3 1166 52.2
 

tote:Of course, Unit calorie pie(UciOnO of anupzili nay be augmented by internal
 
trade, or by ration off tate. Despite that limitatikn, there are atleast tvc
 
important reasons why production data still provide an insightful vay if talkiq
 
about poverty at alcro regional level. First, relative production per capita amonq
 
upazillas tay be seen asroughly indicating, relative employment leve:s of
 
agriculture I the upatilla economy. Se:oodly, Itnay bi that prices of edible
 
field crops nay tend tobe relatively low inupazillao which have higher incidence
 
of distress and poverty, and Nay fortiLt reason alone experience movement of
 
food~cain for example, to hiqher price area. Ifsuch were tke case, there would be
 
a presumption that differential availability inpe, capita foodg ain (after
 
private trade effect has been accounted forlwill beeven iote to tUe hardicapped
 
of the exposed vpaxillai than shoua by Lhe production data inthe table above.
 

Source: (Chowdhyry, 1914, Table.2)
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11.13 Table 11.3 presents the proportion of population of the
 
(old) districts that resided in upazillas which were treated
 
by Currey as very liable or liable famine. It is striking to
 

note that the proportion is at its highest for the districts
 

of Faridpur, Rangpur, Jamalpur. All of these districts have
 
one thing in common in that they are part of the basin of
 

the major river systems of the country. The upazillas
 
invo)ved in exposure to famine are frequently composed of
 

low lying char regions, with one - crop farm cycles arid high
 
populaticn pressure. Table 11.3 suggests a high degree of
 

regional food insecurity observed in these dis tricts. This
 

calls for an explicit consideratlon of the role that PFDS
 

can play, or has played, in the context of ensuring food
 

security whether in its regional or individual dimensio.
 

11.14 Let us deal with the regional demension first. We have
 
noted that FFWP has sought to explicitly take this dim~ension
 

into account. It is an encouraging sign that FF'WP has, in
 

more recent years, accounted for as much as one-sixth of the
 

total operations of the PFDS, in that the allocation, in
 

space, of about one-sixth of the total quantity in public
 

districution has addressed itself to the regional aspect of
 

food insecurity. This is encouraqing because only a few
 
years ago, the share of FFVJT was exceedingly low, no more
 
than 6-8%. Further hope can be had from the fact that the
 
problems of effective administration of FFWP are being
 
tackled with generally salubrious result, and that the
 
climate of opinion about thu management 3f project food aid
 

resources, especially among the donors that operate through
 
the WFP has become generally favourable. It is genuinely
 
possible that a reasonable and steady expansion in the scope
 
and effectiveness of FFWP can be brought about, although it
 
has not been possible within the confines of this study to
 
come up with any really concrete suggestions additional to
 

those that tht HRR, with assistance from the donor agencies;
 
has already identified to be promising. Nonetheless, FFWP
 
does appear to offer a pretty firm basis from doing
 
something for the rural poor in general, and the poor people
 
in these famine-prone upazillas1 .
 

11.15 	Similarly, we consider that the allocation of the MR food
 
resources ought to be cunditioned to a large degree by the
 
geography of distress. As has been noted above, this can be
 
achieved by assigning graduated premia to the entitlements
 
of households in A and B categories resident in upazillas
 
having varying degrees of famine exposure. In theory, this
 
is what has to be done if the policy-maker would like MR to
 
contribute to the alleviation of rural poverty at the same
 

time that the territorial dimension of food security is to
 

be addressed. One possible way ot re-orienting the
 

235
 



-----------------------------------------------------------------

allocation of HR in the direction 
 Just noted without,

however, expanding the overall quantum of the MR would be to
 
de-prioritise the beneficiaries living in the 
 pourashavas

(who also receive out of MR). Such de-prioritisation can be
 
rationallsed In that the degree of stress confronting A and
 
B categories In pourashavas is perhaps lower than that
 
facing A and B category people in villages in general and
 
within villages of famine-prone upazillas in particular. It
 
is reasonable to argue that employment opportunities are
 
greater in pourashavas, and hence income per capita may be
 
higher, too. Besides, the pourashavas are far more
 
accessible than these famine upazillas, and accessibility is
 
conducive to the arrival of 
fresh market supplies in the
 
event of a natura) disaster (which incidentally be trough of
 
a price rise), while the famine-prone upazillas, which
 
frequently are remote, 
may face a more inelastic market,

supply function. Bullish traders' expectations about prices

in the latter can, to a large degree, perhaps be ';reformed"

by expanding the scale of operations of public rationing in
 
these upazillas during more normal months. 
 Once traders
 
receive that these famine-prone upazillas occupy Important

place within government's f~iod distribution priozities,

their speculative proclivities during disaster periods will
 
be restrained because the government would be perceived,

subjectively by the traders at any rate, 
 not to let prices

rise to unreasonably high levels. These expectations may

exercise down-ward pressure on planned stock levels. 
 The
 
point, therefore, is that pourashava poor are less deserving

of rationing than the poorest among the famine prone

upazillas.
 

It is not being suggested that PFWP alone can deal
 
comprehensively 
with the problem of rural food insecurity,

for that would be an absurd thing to say. For FFWP must, in
 
the nature of things, remain a seasonal activity, open to
 
participation only be able bodied men and women, a very

lazge number of persons who may otherwise be quite needy

being nonetheless kept outside the ambit of FFWP simply

because they cannot cope w"ch the work. is,
What however,
 
being suggested here is that an expansion of FFWP can make a
 
real and much needed contribution toward the alleviation of
 
the most compelling symptoms of rural poverty in which even
 
otherwise able-bodied men and women were facing starvation
 
just because there are no takers of their only asset,

unskilled labour power. Besides, there always are spin of
 
benefits that accrue even to non-participating people and
 
arise from the participation by able-bodied members in FFWP.
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Table 11.3
 

Proportion of Populalton InSelected Old Districts desldent inFemle Prone Upazillas
 

Vim of Ih0. of I Popelation I Io.of upazillz IPopulation 0091) ICol. 41 Col.5 ICol.6 ICol.7 I I of District 
District Iupazillas Iof districtl ------------------------ I-------------------- -Ias % Ias I Ias I Ias I Ipopolatlot h 

Iit distrIctl in1191 ILiable to IVery Liablel Liable IVery Liable I of I of I of I of Ifahiae-proke 
I Icensas (000) famianeItofamlne 

I I I 
Iupazilla I upaziila 
I 

ICol.? 
I 

1Coi.J 1Col.3 1Col.3 1upazillas 
I I I 1(10)O (11) 

.............................................................................................-----------------------------.... 

(1) (2) (3) (5) (6) 17) (1) (3) (101 (111 (12) 
--------- ------------------------------------------------------------- I----------------------------------
Rangpmor 35 6490.4 3 6611.2 661.3 8.5 11.4 9.4 10.3 1.7 

Paa 17 341115 4 3 614.3 577.3 23.5 17.6 1.0 1H.9 34.1 

Rarisal 30 4670.5 6 2 1067.1 304.2 20.0 6.7 22.9 6.5 29.4 

Cklittaqouq 21 5477.0 5 1 1063.0 238.0 10.5 3.7 19.4 4.3 23.7 

Bngra 16 2721.0 3 - 528.0 - 18.3 - 19.4 - 1!.4 

RaJshabi 31 5262.7 5 - 821.5 - 16.1 - 15.1 - I.7 

f.htia 12 2252.1 1 - 231.7 - 8,3 - 10.1 - 10.1 

Iktloa 27 40.7 - 1025.1 - 22.2 - 23. 23.3 

Sylbet 36 5255.4 3 399.1 8.3 - 7.1 - 7.1 

Source: Bruce Currey (1978)
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liD Early-Warninq_ tem as a Device for Food Security
 

11.16 	 By an early warning system (EWS), we really have in mind a
 
Famine Early Warning System (FEWS). There is of course, no
 
FEWS in Bangladesh. The old "famine code" of the British
 
administration is now defunct, and at cresent there is no
 
office within the Food Ministry which is responsible for
 
collating and disseminating information on potential food
 
emergencies. Instead, the system that exists is an
 
administrative structure which is cpable of communicating
 
news of actual. distress from the lowest levels of the
 
administration to the highest level within the Ministry. The
 
current system can offer little or no "lead time" to
 
disaster, which has in the recent past occured rapidly and
 
on a nivssive scale in Bangladesh. Even in performing the
 
relatively limited task of altering Dhaka authorities, the
 
existing administrative system in the district and below
 
continue to need accurate assessment about the degree of
 
distress on the whole, and the regions being afflicted. The
 
needs for speedily collecting information is great. It may
 
be pointed quite safely that the district authorities have
 
frequently relied on the assessments of the Chairmn of the
 
UP in their own assessment of the disaster situation. This
 
suggests tAhat the process of famine relief has at its core a
 
potentially political source of information, as distinct
 
from an objective one, in that UP chairman may only report
 
famine conditions if they feel that it is in their Interest
 
to do so (Cutler, 1984, p.6). But it is not to be implied
 
that the government uses the UP chairman as the sole source
 
of information. Now that each upazilla has a project
 
implementation officer at the upazilla and an upazilia food
 
oficer, both zeporting to the UNO, it is likely that
 
government resources at upazilla level is more plentiful
 
than was the case before the decentralisation of the 
administration. Hence the possibility is real that the LNO 
in a position of getting an assessment that is alternative 
to, and possibly more objective than, that adduced by the UP
 
Chairman. PIOs and the UFOs are frequently moved about on
 
transfer. Not being involved in the "local politics" of the
 
territory underliving their administrative jurisdiction,
 
they are unlikely to be any privy to the vested interests
 
which may colour the assessments that UP chairman may have
 
of the disaster situation. The chances, therefore, are that
 
the reporting of the actual disaster may have become
 
slightly more accurate. Even so, the important fact remains
 
that Bangladesh needs, but does not have: a FEWS.
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11.17 	 It is not intended here to provide the :lue print of such 
an EWS foz Bangladesh, for such a thing would xequire the 
services of specialists, which the authors are nct. What vc 
would like to contribute here is the recognition that the 
problem of food security is, to a large degree, one of the 
ability of generating alertness as to a probable decline In 
the foodgrain consumptlon of the population in general, and 
as to the points of its most direct impacts. The attraction 
oi such a prior alertness is that of course this provides 
a basis for mounting a preventive plan of action. One has a 
lead time in which to weigh various possible alternative 
act'ion courses one agoainst the other. Lead time also comes 
very handy in en economy where speedy but effective action 
is as difficult to ensure as is its necessity great. rhe 
remaining few paragraphs dwell on some of the majox 
ingredients of just such an EWS. Before we take these up, 
It is well to consider the chief deficiencies of such a 
system, a.- also what we cannot expect from it. 

11.18 	One limitation of the FErlJS outlined in the following is 
that it will be unable to create prior aiertness as to 
sudden, genuinely unpredictable turn of the climatic' 
condition, e.g. a flash flood. This is so because a flash 
flood can not be forecast even by advanced meteorological 
bailiwick. Similarly, it carinot offer much protection 
against typhoons on cyclones or some such thing. This 
limitation may be even more important in the post-farakka 
era when lower - reperian Bangladesh may be used at will by 
India as the unwilling, even hapless, reciipient of excess 
water of the Ganges. Similar descriptions may soon be apt in 
relating to Indian efforts to build dams uostream on the 
Indian portions of the Brahmaputra. The point is that if 
flash flood can occur not only because a sudden naturally
caused swelling of Bangladesh rivers (e.g. due to excessive 
rain) but also by a sudden change in the political climate 
between India and Bangladesh, it would be outside the 
competence of the FEWS to deal with such contingencies. If 
it turns out that iinsavoury aspects of international 
diplomacy increasingly overpower impersonal working of 
climate as the pri;nium mobile of flash floods, the 
recognition that FEWS is a blunt tool in that context is a 
depressing one. 

11.19 	 Fortunately, tlash floods or tornados are not the only 
causes of food insecurity in Bangladesh, even though they 
may well be far more visible and hence politically much more 
destabllising. The point of the matter is that food 
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insecurity is as extensive In Bangladesh as it is recurrent. 
The problem of Lark of enough food is not specific to the 
years of flash flooll. For tens of lakhs of persons; for the 
elderly, the fenci e-aded households, the children -
particularly in the Lami.ne - prone upazilias -- lack of food 
is a nagging experief;.ce. The World Bank estimated the rural 
population with less than 1805 kcal/day/capita to be an 
appaling 45 million in 1976/7. The corresponding number was 
estimated at 3.3 million 12cr the urban areas (World Bank, 
1980, P. 174). These are large number of people, and it can 
safely be posited that a very large proportion of them are 
precariously poised between being nominally alive and 
starvation death. The case for [WS arlses out of the plight 
of these people. Yn this conte:t, the logic on which PEWS 
rests is that several catecories of crises chat, if 
unchecked, canj pose fatal dangers to th.s class of people, 
do in fEact feature a bu.ld up -- ard hence a lead time --

that reflac s itself in the ciiiditiors of markets and in 
human response::. The sercond logical strand Is that many of 
these wianifestations lend themselves to observation and even 
to measurment. The e:xistence of a bulld-up, coupled with 
the feasibility of generting/using information by way of 
causes and effects o food shortagn condittons, s!iggests the 
idea of the techr'crl f_ibi ty of famine mcnitoring. The 
idea of fniine monitoring !s hiqh7y plausible, intuitively. 
Cutler argues, "... it see ms ;-hat soci&. and economic 
indicacors could have ,n important role to play in food 
crisis prediction ... some degree of awareness in Dhaka of 
develoing crisis conditions in the upazillas could allow 
I ca I level stocks to be reviewed and updated and a general 
level of disaster prepareduess to be established. The 
process could be likened to a traffic light going green to 
amber, and then to red if the crisis really does come about: 
(cutler, 1984, P.11). 

11.20 	 Alx eady, at least four blueprints, with varying 
elaborateness, of EWS to suit Darncladesh's conditions have 
been out forward (Newton, et al, 1i980; Currey and Yousuf, 
1979; Cutler 1984; Amin and Chfi'ur, 1994). These have 
several common features. First, all emphAsise that early 
warning forecasting of crops an agricultural employment 
require (a) that reasonably accnrate post-sowing acreage by 
crop type (viz. Aus, etc. ) and by varieties (viz. local or 
IYV) will be required; (b) that fet.lizer prices and rates 
of application and ava.lability of crop loan will have to be 
monitored. Second, foodcxop yield prospects at various 
points of crop cycles will have to Ue monitored; Cc) that 
reliable post-harvest output estimate must speedily be 
trasnmitted to relevant agencies; (d) that continuous 
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monitoring be done of a set of at least four variables that
 
capture the irterrelationship between the food and labour
 
market, viz. foodgrain prices, real wages, availability of
 
employment, and land prices; (e) that, in addressing the
 
issues noted at (a) through (c) sight must never be lost of
 
the geography of econontic dstress, which requires that
 
special monitoring devices, additional to those rioted ini the
 
above, for example special and quick surveys focussed o. the
 
famine prone upazillas, must, especially during a build up
 
to a probable crisis, be resorted to so as to keep the
 
vulnerable as a distinctive focus in its own right; and (f)
 
finally that primary foodgrain market data, e.g. impots,
 
offtake, procurement, public stocks etc. should be
 
systematically utilised in order to contribute to the macro
 
dimensions of an emerging food distress situation. We shall
 
refrain from making any further observation by way of the
 
tec' calities of a PEWS, oi. about how to proceed with the
 
idea on an administrative plane. We believe that the design
 
of a FEWR is outside the province of our TOR. Our main
 
contribution appears to have been the confirmation of
 
widespread notions about the lack of impact that direct
 
rationing (e.g. in MR) has had on the welfare 6f poor rural
 
households. The food security of the rural poor does not
 
seem to have taken any improvement from the direct
 
dtstribution of foodgrains. The lack of exposure to public
 
rationing strengthens the need for a FE-S. The precise
 
framework and modalitic ; of such a system is best dealt with
 
in a different exercise.
 

lIE Fair Price Shops in SR Areas
 

11.21 	 In Ch.8, we have shown that SR succeeds principally in
 
providing food subsidies to nonpoor households, and that the
 
poorest households in 13R areas are left outside the PFDS.
 
The latter represents an aspect of the problem of food
 
security i;, its disaggregated sense. In case SR is to be
 
abolished, for which we have made a case later in this
 
report, scmething is needed in order to deal with the food
 
security problem of this handicapped mass of people. The
 
poorest of households living in the SR areas would In the
 
absence of SR, appear to call for the creation of perhaps a
 
new Instrument for targetting food assistance. In this
 
regard, we propose that serious consideration be given to
 
the establishment of Fair Price Shops (FPS) on a pilot basis
 
within SR areas.
 

11.22 	Two considerations motivate the suggestion that FPS is a
 
feasible as well as an equitable idea. First, it is possible
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to delineate within the SR ares poor neighbourhoods
 
featuring a concentration of poor families. It may of
 
course be necessary in order to bring within perview the
 
slum areas in the suburbs. The idea would be to take
 
advantage of locational self-selection of these poor
 
neighbourhoods of the FPS in ensuring primary participation
 
by the poor. Second, it is desirable to have an appropriate
 
combination of cereals fed into the operation of these FPS.
 
Wheat and atap rice only should be distributed ir,the FPS.
 
The rate of subsidy on the foodgrain so distributed should
 
be about two-thirds that on the foodgrains distributed in
 
the MR. That establishment of FPS is feaseble, given such a
 
policy decision, cannot be much in doubt. Once this is
 
established, that it will be equitable also cannot be much
 
in doubt. What is very important is to realise that their
 
establishment will represent a novel departure from existing
 
practice. Both in terms of the cultural values of the
 
businessmen associtated with the working of exi ting SR, as
 
also of the preference of the actors within the Food
 
Directorate, the proposed system may appear to be too
 
idealistic. The nonpoor is unlikely to spontaneously
 
entertain the idea of coming all too close to poverty in
 
order to carry out the mandate of the state. Hence one may
 
need creative and dedicated leadership from the Food
 
Ministry in the matters of the establishment of the FPS.
 

11.23 The FPS will have their best chances of success if they
 
could somehow be operated by poor neighbourhood peoples
 
themselves. This could be accomplished by forging some kind
 
of a groups within these neighbourhood on the basis of self
help. The Food Ministry may be required, initially, to give
 
these groups a seed capital through free supply of a certain
 
quantity of foodgrains. The proceeds from the latter could
 
pay for most of the cost of setting up the physical
 
facilities of the FPS (e.g. a secure room with a small
 
storage attached, scale, some furniture, etc.). Such
 
proceeds should also be large enough to pay for two person's
 
salaries for about six months' period. These two men will be
 
in the employ of the group. The groups are envisaged to have
 
members from the neighbourhoods, and to pay a nominal
 
membership fee. It is assumed that even poor families would
 
not be unwilling to pay these feet. both because they ought
 
to realise that starting their FPS has cost and because
 
regular access to subsidised food is a benefit. The salaries
 
of the two persons whose services may be needed for the
 
operation of each FPS should be seen as a charge to the Food
 
Budget: they, and some part of the other administrative
 
costs not covered by the membership fee, may be financed
 
explicitly by some additionality in terms of foodgrain
 
movement to these FPS. Eventually, therefore, the rate of 
subsidy on supplies to the FPS may be the same as that on 
supplies through the MR. 
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7r 	 "I 

.e..ce..thei.de.of" 

' -a operater cepro fllee F Seoerl-stp e e 
ti'y, L'e., encountered ir t i u C d ...mo"stik
 

to s e-	 ho__~ h__ , t h e 1 PwriS e e r. 6 - .-0 Pe 1.a~ .:i't 1n:s~lu.e aroblep of hdeine,"gare.o heA re rr th6 i t'i\k 	 aa t ter r a 
ks' c nd ti 't'coin for FPSeI d ra e'a og tIF :t' a 

roie'thso. city oftDhaka there are s.tinking slums. and 
oriecl4 etier -thelthle samemu lt i . I ,, Flatse, within PoO of oprlm 

u nIic upityiia)unt s a 1ed w rd..:' the FPSi
 
wo u1d'be .to s'erve',those' parts of the wrd Vthat 'on ao.e 

reaonbl k~s s .appear todisplay significant, levelsK of, 

clhacterised~ tbe 'unusually lt.e 
st raw jute-s tIcks, bamboo-mats Detoc 'or by very primitive 
methods of'sanitation. Although co-habitation of stinking 
slums and opulent homes is admitted, in reality the very 
poor find itneces sry to cohere together,. thus Q offering 

*.some. promise tothie FPS proposal The second major 

d ficuIty rIites to the finanving of the services of the 
FPS , as a.lready discussed. We be I iev'e however that these 

difficulties, .rthough real enough, have to be dealt with.by

the Food Ministry ina dedicated macnner.
 

11 Fi 	 OMS and F~ood Security 

125 Open market sales program In Its role of supply and mark,t 
price stablizatlon hns cnsiderabuI potential in 
contributing towards. removal 'Iof food .insecurity i 

S 	 Bangladesh. As anef fec dt bnveoidtrumen ttro ensure it stable 
maximum price, the program assists'. In targetting o~f 
foodgrain operations to benefit a wide segment,, of the 

population. The, welfare Implications, ofa stable consumer
 
price is well documented in the loitryture. in Bangladesh,
 
whichO periodically surfers fromnaggregate rood shortages, 

exclusively oriented. towards stablizing foodgrain prices In 
thae open market must be quite large, This is particularly so 

............ . f odw re tributionsignificantug a ri u disof me m livethadt sIn an economy where nu0mber o h n,cfll a lho rl ut p o people sm nearo 
or below the poverty line. .. . .*.::.thenwelfar ucont.rbuto, ofla.distribuiont e hc niprbamht is! 

11.26 	 Of course direct target ing of Incr~easing share of' public 
i'oodgrain distribution Lhrough various programs designed to 
I,ea 	 . th11e.very poor, who face serious handicaps In the 

.al,3ence of such prograis, will allIeviate this problem to a 
large extent. 11oWe ver1, eveni when these programs make their 
contributions most, there still remains a vast number~ of 
)e o plIe In Bangl adesh, outs Ide the ambitL of ttese targeted 

.	 Programs, who aret quiLe vulIerable to. the escalating price 
Increses In times of foodgrain shortages' E.ffective OMS 
operations through eIxertIng.aisgnificant stblllng 
nfluence on country wide retail price of coarse rice' and 
wheatcan have wide besefh cis] Impact such a s Ituat.ion..i 
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11.27 	 Also, the Lerritorial dimensions of food security cun be 
effectively handled through OMS operation by targeting the 

foodgraIns more in those Upazilas which are traditionally 
deficit areas, ecologically nore vulnerable and therefore, 
more famine-prone. This assumes greater significance in view 
of the lack of impact, as evidenced In this study, that 

direct rationing such, as MR has had on the welfare of poor 
rural households2 

11.28 	 OMS program by exerting a stabilizing iniluence on market 

price can also contribute towards mitigating the 

difficulties faced by the government In fixing procrument 

prices In periods of riling domestic toodi'grain prices. 

There are at least two reasons why a decision to raise 

procurement prices substantially in line with domestic 

market prices could hnve adverse implication; for future 

food policy (World Bank,1985). 

Firstly, procurement prices should be floor prices whose.
 

levels should be relatet to medium term trends in both 

domestic and external iarket prices for loodgrailnH, and to 

trends In production costs. Short ter'a market prices being 

volatile, particularly for rice, do jot ne ceusarlJy provide 

an adequate ba,;is for setting, procurement prices. 

Secondly, what Is more significant, it' there is a marked 

divergence between trends in domestic market prices and 
trends In world prices for foodgrulns , then procurement 
pricing decisions would become very difficult. if 

procurement prices fol low domestic market prices under these 
circumstances, wrong price signals coul d be provtded to 
producers and unduly high prices charged to consumers. 

11.29 	 To the extent, high domestic prices of foodgrains is
 
attribltd to market shortfall, OMS as we observed earlier,
 

can play an effective role in stabilizing market prices
 

through augmenting the supply and thereby help overcome such
 

problem. However, part of the increase in foodgrain prices
 

may be attributed to expansionary monetary policies which
 

generate inflationary pressures in the economy. Therefore, 
improvements in this area of macroeconomic policy is 
essential If public pricing policies in the foodgralns 
sector are to be successrul in stablizing both producer and 

consumer prices of fo ograins 

the argument loses much of Its force. A better suggestion to 

combat food Insec urity would be to make MR program more 

effective, and also to 'ndertakein times of foodgraln 

shortages, free sales program in those remote rural areas 

which are observed to be iore famine-prone. 
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- HI- P TER - 1 2 

INTERNATIONAL PERSPECTIVE OF FOOD DISTRIBUTION
 

12.1. 	There is a multitude of food distribution programmes ranging 
from untargeted food subsidies schemes to targeted systems 
like strategically located ration shops, self-targeting by 
commodity, food-stamp proqralimes and to the highly targeted 
special intervention nutrition programines. In analyzing the 
impacts of various public food distribution systems, it is 
important to keep in mind the objectives of the programmes. 
The stated objectives also range from providing a minimum 
level of per capita consumption at a fair and stable price 
to self-suflficlency In food production. I, general the 
ultimate objective of otiblic food distribution system may be 
defined as food se:urity or freedom from food deprivation 
for all i.e. to provide a target consumption level in the 
face of fluctuating production, prices and incomes. 

12.2 	One of the basic causes of food deprivation has repeatedly
 
,)een identified as poverty. Short of eliminating poverty,
 
countries have experimented with alternative systems of food 
distribution to tackle the problem of food insecurity. In
 
this chapter we shall try to assess the implication of PFDS
 
In the light of the contemporary experience of some of the
 
countries in the region.
 

12.A 	 Food Distribution System in Indonesia: 

12.3 	 Indonesia is one of the largest countries of the world with
 
around 150 million people. Rice is the staple food of the
 
country and it occupies more than one-third of the cropped 
area. 	Yet the domestic Vroduction is not sufficient to meet
 
the requirements and as such it is one of the largest rice
importing countries of the world with annual imports 
varying between 1. and 2 mill ion tons. 

12.4 	 One of the basic objectives of the Indonesian Governments'
 
food distribution po] ici I,::- the assurance of adequate 
food supply at stable pri,_en for the country's large and 
growing population . The achievement of this policy 
objective is pursued through the National Food Price 
Stabilisation Programme, the implementation of which is 
entrusted Lo the National Logistic Agency (BULOG). Its 
primaty tasks i.3 the maintenance of national stocks of 
basic food commodities and the management of buffer stock 
uperations. 

See for details Soegeng Amat, ( ), Promoting 
National Food Security: The Indonesian Experience. 
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12.5 	A minimum o2 floor price (for paddy and rice) and a maximum
 
or ceiling 
 price 	(for rice) are cet every year and the

market 
 prices are allowed to fluctuate within this range.

These price controls are implemented through the 
 domestic
 
procurement of rice at the 
floor 	price and release of rice
from 	 the national stock 
into the market to prevent prices

from exceeding the ceiling. 
 Rice from domestic procurement

is combined with 
 imports for maintaining the national

stock.Imports 
 of rice are exempt from import duties,

levies, or tarif2s. 
 Rice exports are prohibited. Thus the

policy of keeping food prices within a 
pre-determined range

r.-quire both holding and maintenance of an adequate 
 buffer

stock which in 
 its turn have both domestic and foreign

exchange cost implications as well as influenicing domestic
 
production.
 

12.6 	Both the ceiling and floor prices 
 have 	 substantially

increased over the year. Consumer prices have been allowed
 
to "float" temporarily when stocks were 
inadequate to meet

the demand on the domestic market at the ceiling price.

But in recent 
 years the stocks have approached full
capacity and the prices have been 
 allowed to "float"

downwards in order to equalise supply with demand.
 

12.7 	 There is only one floor price set each year 
 for all

varieties of rice, irrespective of locality. BULOG must
continue to purchase rice, 
from the farmers as long as the

market price is below it. Hence the 
 quantity of rice
purchased domestically by BULOG is 
independent of its
 
decision regarding 
 the level of stocks it chooses to

maintain. The size of 
the market surplus, on the other

hand, 	is the 
most important factor determining the quantity

of rice BULOG is able 
to procure. It is estimated that the
marketed surplus has increased from 25 
to 30 	percent of the
total crop to about 40 percent by the late 1970's. Cash
 
needs of the 
farmers and increased interseasonal stability

in the rice prices encouraging farmers to sell more of
their produce in the imiarket with the assurance that they
will be able to buy when needed later in the season at a

comparably reasonable 
 price 	are reclarded as the primary

causes of increase in marketed surplus 
in recent years.
 

12.8 	 Storage capacity needs to be expanded to cope 
 with 	the

growth in the national 
 rice stock to implement the

stabilization progzamme satisfactorily. BULOG has expanded

its storagn capacity considerably by constructing 
modern
 
ware houses in 
strategic locations throughout the country.

Thus 	 the 
 risk of disruptive supply shortfalls caused by
either crop failures or inaccessibility of import are

reduced. Availability of sticks distributed throughout the
country is critical to meet the 
deman d of ever increasing

share of the population dependent on market for their food

supply since 
 yearly fluctuation of total 
 production has
 
more than proportionate impact on the 
 fluctuation of
 
marketed surplus.
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12.9 BULOG controls about 10 
percent of all rice consumed and Ju
percent of 
the share marketed. It 
has been able to maintain
 a relatively stable domestic price of rice. 
 Since a large
share 
 of the nation's disposable income 
is spent on rices,
the stability of 
rice price has contributed to 
the relative
economic stability in 
general and overall price stability in
particular. Indonesia's 
 economic growth and political
stability have been facilitated by this economic 
stability
largely due to supply of food at 
a relatively stable 
 price
the urban people through the market.
to 
On the other hand,
the operational 
 cost of the system is also quite large
requiring foreign exchange to 
import food during the bad
crop years, building enough storage capacity to 
 hold and
maintain sufficient 
stock of food to supply the large and
growing population at a stable price 
 and procuring from
domestic production at a minimum price set before 
 the
 

harvest.
 

12.B Public Food Distribution S-ystem in West Bengal
 

12.10 West 
 Bengal with a population of 
more than 55 million is a
major rice producing and consuming area in India. 
 About 60
percent of the cropped area is 
 sown in rice. Yet its
production is far 
below the consumption requirements of the
population. It 
 is estimated that about more than 
fifth of
its food requirements are frommet supply from outside the 
state in recent years.
 

.2.11 The system of public distribution of food in 
 India has
evolved over 
the years since the Second World War, when the
supplies from Burma were cut off and india faced foodshortage. In West Bengal in can be traced back to the Bengalfamine of 1943. The partition of Bengal in 1947 reduced the
food availability in West Bengal a- the 
eastern part was
traditional supplier the

of agricultural commodities 
 such as
food and, 
 jute, the raw material for 
the large number of
jute mills in West Dengal.Theie was 
a shift in the cropping
pattern 
 ifrom paddy to jute immediately after the 
 partition
in West Bengal thereby further aggravating the 
 food
availability situation 
 in the state. these
All factors
contributed towards strengthening the public 
distribution
 

system of 
food in West Bengal..
 

12.12 Both statutory and modified zationing systems exist in
Bengal 
 as a part of public distribution arrangements. 
West
 

state is to
obliged d1st:ibute foodgrains and other
The
 

esosential items througi. ration shops to 
inhabitants of 
 the
designated 
statutory rationirng area at a 
pre-etermined
price kinder statutco-v rationing system. On otherthe hand,under a modified 
 rationing system the government is notcommitted to distr1-ibute essential items in a designated
area. The government 
 may supply foodgrain as and when
deems it necessary and feasible, 
it
 

and the consumers are free
 
to buy from other sources.
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iz.ijJ Ye number or persons coverea Dy the snops in statutory ana 
modified rationing areas vary considerably. There were about 
2750 statutory ration shops and 15,783 modified ration shops 
in West Bengal at the beginning of 1983. '14 average number 
covered by each shop in the statutory rationing area was 
about 3000, the number in the modified rationing area was 
around 1000. The number of persons per shop in statutory 
rationing ;hops remained virtually constant over the years
but there were substantial variations in the number per shop 
in modified rationing areas. 

12.14 Rice 	and wheat are distributed through ration shops. There
 
has been a change in the proportion of offtake of rice
 
and wheat over the years. In the early 1970s the offtake of
 
wheat was larger than that rf rice, but from mid-1970's
 
onward rice offtake exceeded that of wheat offtake. The
 
offtake of rice in modified rationing areas account for more
 
than half of the total ration offtake, but the per capita
 
offtake is below that of statutory rationing areas because
 
of the wider coverage in modified rationing areas.
 
Similarly, the distribution of wheat in modified rationing
 
areas account for about 40 percent of the wheat offtake im
 
the state, but the per capita offtake is less than half the
 
per capita offtake in the statutory rationing areas.
 
Moreover, variations in the per capita offtake of rice in
 
the modified rationing areas were much higher than
 
variations in the per capita offtake in statutory rationing
 
areas.
 

12.15 	Entitlement of rice and wheat per adult per week increased
 
from 1 kilogram and i.6- kilogram in early 1970's to 3
 
kilograms and 2.25 kilograms respectively by early 1980's
 
under statutory rationing. Most of the rica supplied was
 
procured from within the state for statutory rationing
 
areas, but In modified rationing areas, the supply was
 
primarily procured by imports from outside the state.
 

12.16 	The open market price of rice remained above the ration
 
price in every year, but the gap between the open market
 
price and the ration price varied from year to year. In
 
general the gap was not substantial, but in some years it
 
was more than 50 percent. The gap between open market prices
 
of wheat and that of ration price of wheat was also small.
 

12.17 	The quantity of rice as well as that of wheat and wheat
 
products received by the state from the central poll varied
 
substantially over the years from early 1970's to early
 
1980's. In general the average quantity received from the
 
central pool accounted for about a fifth of thce foodgrain
 
availability in this state, the balance being the quantity
 
available from production within the the State. The maximum
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level of rice made available through local procurement mills
 
was the most important method of procurement. Procurement
 
prices of paddy and rice are qenerally made consistent with
 
the prices fixed by the central government. The farm price
 
of paddy was much higher than the procurement prices in most
 
of the years.
 

12.18 Oat of a population of 54.5 million in 1981, 27.2 million
 
were covered under statutory and modified statutory
 

rationing. One third of 45 million people outside the
 
statutotry rationing area belonging to households with a
 
cultivated area of more than 2.5 acres were considered self
 
sufficient in food. Thus actual coverage of 1.7.8 million
 
under modified rationing left roughly 12 million eligible
 

population with no access to public distribution system.
 

12.19 	During the period 1972/3 - 1981/2 on average, about 54
 

percent of cereals distributed through the public
 

distribution system was allotted to areas under statutory
 
rationing, which accounted for 17.3 percent of the
 

population of the state in 1981. About 49 percent of total
 

rice and 59 percent of total wheat were distributed in
 
statutory rationing areas. The average quantity of cereals
 
for the 10 years came to a daily per capita distribution of
 

243 grams - 107 grams of rice and 136 grams of wheat.
 
Modified rationing areas accounted for 4G percent of
 
cereals. About 40 percent of the population was excluded
 
from statutory rationing areas. They accounted for 51
 
percent of the rice and 41 percent of the wheat distributed
 
through the public distribution system.
 

12.20 	 The statutory rationing system generally benefits the
 

urban population while a large proportion of rural
 
population fall outside the modified rationing scheme. Yet
 
it can be argued that improvement in food security for the
 
poor has in fact resulted from the government activities.
 

But the question remains about the efficiency of the system.
 
The cost of procurement and that of running ration shops is
 

very high, especially in those years when the food
 

production of the ,te fall short of the long-run trend.
 
The gap between the ;<ocu~eent and ration shop prices widen
 
in these years and at the same time, the State government
 
has to incur the cost of increased imports from outside.
 

12.C 	Food Distribution System in Sri Lanka:
 

12.21 	Sri Lanka is a relatively small country with a population
 
of around 15 million in J.980. Rice is the staple food, but
 
the domestic production o rice is not adequate to meet the
 

requirement. It is estimated that during late 1970s Imported
 

rice provided about one-fifth and imported wheat about a
 
quarter of the cereal calories consumed. In fact, domestic
 
production of rice provided slightly more than a half of
 
these basi,: staple - fool calories.
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12.22 	Sri Lanka has a tradition of following a social welfare
 
oriented development programme from the pre-independent
 
days. After independence in 1948, the social welfare
 
oriented programmes were further strengthened, among which,
 
food distribution is a major component. In fact it has
 
introduced a major policy reform for distributing food from
 
ration system to food coupon system in 1979. 

12.23 	The Ration Ssten:- Rationing scheme and food subsidy in 
Sri Lanka was implemented to ensure equitable distribution 
of available supplies which was drastically reduced due to 
reduction in food imports during the Second World War. The 
ration system initiated after 1942, involved the 
distribution of rice at subsidized prices through an 
extensive network of cooperatives and an active government 
programme of price support and procurement of agricultural 
commodities, particularly rice, to supply the public 
distribution system. These two forms of direct government 
involvement - rice procurement and rice distribution - have 
continued as major government food policy to ensure adequate 
food supply to the country's rapidly growing population over 
the years until 1979. In fact the government has pursued a 
policy of maintaining rice price through the guaranteed 
Price Scheme, and encouraging production mainly through 
irrigation, land settlement, and the subsidization of 
inputs. This meant that a large portion of the food subsidy 
accounted for a producer subsidy.
 

12.24 	Distribution of rice under the ration system through
 
wholesale and retail is carried out by the cooperative
 
network and private authorized distributors. Rice was
 
distributed weekly to consumers who held ration books or
 
token cards. In the late 1950's, four pounds of rice per
 
person per week were issued under the ration at a heavily
 
subsidized price. In late 1.96G, the government reduced the
 
basic ration by 50 percent, but in order to relieve the
 
pressure on low-income groups, the rtii entitlement of two
 
pounds of rice was issued free of charge. Additional
 
amounts could be purchased at reduced prices. During the
 
food crisis in 1973/4, the basic ration was further reduced,
 
and the free ration was provided only to non-income tax
 
payers. These changes in the income requirements meant that
 
only about 50 percent of the population was eligible to
 
receive the Eree ration.
 

12.25 Food 	Subsidy was only a part of Lhe social welfare oriented
 
development programme of Sri Lanka. Tile other components are
 
free education and free health services. Free education was
 
introduced in 1944 and broad-based health care even earlier.
 
After Sri Laka's independence in 1948 larger expenditures
 
were allocated to these programmes increasing its coverage
 
so that almost everyone had access to these welfare
 
programmes. Its implications on such social indicators as
 
life expectancy, mortality and literacy rates were
 
Impressive. Sri Lanka ranks in the middle of the World
 

249 



.. . 3 '~~. Sy3en . - j ... - 34,.L" 

:**a to.baeco uslidhom~ctL,:'sarnL-. 

seo orntles membi er- t ng; nl~eve e oliolt ... capv a ,N, 

od a 'r.:elacdp St ystem. -c r h p o s 4' 

;: : Li o'6"8s' e ' a: a .. . ... ... -t . gi in pro-' . .. ....... Id..
11 e, '!e , 1 Ge ... ,*h li 
cr fo I I stasgIy'to I a'e d r'ducs' t,,2 ol tec ome ood I epemnsive 

,or th-a ,: t?Ih'n indb~ lvitmentR f:: on t)l lcostsoesryI ::w u s :!: 
ofeset foo .,sub idi so'th odl ,i c ai ..n .. ulation : 

af ~ int rechncostt termsa 
'"Fuvincome. , ) w". tocia beleised byhu lderacyd f ond' 

bake e moreit "omv los of te ned 
LO r.!l'res 
..~~F o,d ,sysem :Stamp ti 

sIduby yma t8 e mondto Ie haer csinificntp ar u LI cont 
- ' r nescemperpovrt wonr(dn12.2L"Incr6: Impl pem byetime e17 Lanfood;euton rs Iage ntr~gener 1ind e, :i:;i,,'ictone k in oduc to''"" 

!:i()::? Lh consuradatehod o ie coeagtie givtigerodier rm;:aredin oft five orl e s memi brs re: eii ng an0 :
 
:?,* " ih comoe of I t ed00 o Imp~ o Ip e 'monthd re. el rg he to po:ssnes :" :
 

:~~ t ~ r~tstamps tha"':' be nexch ed r r a basketi : 


Hoouse~i cols subsdyem,' 

ood:e ....... fhe ofi gpoods ,
~~'~'1/.T e a Worldthitresur (With) Worltd ivestoment fundst, tah ngot
 
includingr ice,0 w et ifloulin (tried and codenoed, mlk::i , andt:
 

subsidies oPie tc e poftonand eInxngrooval ue of: the strasudetrn syern iy 
Fo" ,vul3y'~nrbtdPrgamI toam oiLnamAi; sa aion ofthiTrae 
of'u tese errsee.Th , oodstam b he .: 
size: a" ageethenbcompo itio ofe ch fmiy lo h 

" i:: : ag :of 8:we~re givt Rs.c 25 a inmps's hev moh. :-vyltnpShm en wot hrs.. ofJfodr tysm obePln 

Foo StaSul Rpot teentoo
 

pertcentmofe t:he o lton. es l sewasamp aIssed, aood: . 3nMtu12 I Oil p7 food1ersen Food Stor y-'ere introduced26 September 

:
uted d vaid o~nlyfds tb evepryt hree, mon-thsed tihey ,iiae orn: :

Hoseolscosstngat fv o lssm~ubr' ecivnga 

had substa Im n y'bud racos. 
cmes~ste subsidiess (.of real e power'' 

12.28 lecre- orm i, talof ac thver :,geta Int .- ,: 

33 .....197 f 3aU 31 3'" me'o onderccovunt tleirti o al pu r.sytem- ounteile3, otn-


ordf 1 wa ato 14%e. toal publi expedituresome eortofNPwhichtn, 

h1ve : ,), of lnex~gth food i,o I a 1 80 Fooresultchanin thert 
stamp y pssi ti e: og aIv I s' Lai a tha a new c 11 as "i*. t es ka e th ts em e :: : 

h s mor 6limie Impac toi c pl d Fur:', ~~Sthrmo since)::,?~d : t|e:F0d Lh 1h e r 

http:errsee.Th


12.D 	Review of Experiences:
 

12.29 In this section we shall make an attempt to draw lessons
 
for Bangladesh from critically comp;aring the pros and conk
 
of alternative food distribution schemes in different
 
countries described earlier. The types of experiences
 
reviewed range from untargeted food price stabilization
 
programme in Indonesia to geographically targeted ration
 
shop or fair price shop scheme in West Bengal in India and
 
the recent food coupon system targeted by income as well as
 
the earlier untargeted subsidized food ration system In Sri
 
Lanka. In other words, food distribution experlences of
 
countries with different socio-economic cui oolitical
 
institutions, which in their turn, differ in varying degrees
 
with that of Bangladesh are reviewed here. Therefore,
 
detailed comparable country analyses are required for
 
critically evaluating these alternative schemes for dreawing
 
lessons for Bangladesh. Unfortunately the ecisting country
 
studies on food distribution systems differ, among other
 
things, in scope, focus arid coverage. Therefore, comparative
 
evaluation of the alternative food systems in terms of such
 
broad heads as pricing, management, marketing etr. is not
 
possible. Yet some brcad conclusions of general validity may
 
emerge from a critical review of existing country studies
 
which can be useful for designing a public food distribution
 
system for Bangladesh.
 

12.30 	Indonesia's food distribution policy of adequate supply of
 
food, at stable prices for the country's large and growing
 
population require both holding and maintenance of an
 
adeguate buffer stock which in its turn have hoth domestic
 
and fcreign exchange cost implications as well as having
 
impact on domestic food production. This untargeted system
 
benefits everyone in the country and the operational cost of
 
such a system is also quite large requiring foreign exchange
 
to import food during the bad crop years, b;ilding enough
 
storage capacity arid procurement cost from domestic
 
production at a minimum price set before the harvest and
 
distributing it at a subsidised price for maintaining price
 
stability. Such untargeted schem..s are not only the most
 
costly for the state budget' but usually increase the food
 
consumption of the well-nourished. In Egyptjit has been
 
estimatedz that the food subsidy scheme imposes an
 
implicit tax of about 20% on producers while subsidized
 
foods constitute 22% of the import bill. Therefore, It is
 
clear that such untargeted schemes are costly in terms of
 
foreign exchange requirements, disincentive to the
 
producers, leakage through benefiting the well-nourished and
 
above all very costly to the budget.
 

-----------.---.----.--------------------------.---------------

1 	 See Davies, J.M. (1979), The Fiscal Role of Food Subsidy,
 
IMF Staff Papers.
 

2 	 See IBRD, World Development Report, 1982.
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12_31 Indonesia has: been able to successfully carry out an 
untargeted costly food distribution policy becaiise it is not 
only by far the richest country among the ones discussed 
here but also because it is L,.uch more favourably placed in 
terms of foreign exchange constraint compared to thEse 
countries. This becomes obvious when we chronicle the 
experience of Sri Lanka, a country comparable in terms oft 
per capita income and foreign exchange earning capability, 
with that of Bangladesh. It also started off with an 
untargeted ration scheme similar to that of indonesia as a 
part of its overall welfare oriented development programme 
soon after its independence in 1949. But the programme 
foundred on the rock of resource constraint and had to be 
substituted by food coupon system targeted by income in 
197v. The budgetary cost3 of the food ration subsidies 
increased froi about 8% of total government expenditure in 
1966 to 17% in 1975 and in 1979 they were still about 14% of 
total government expenditures'. As a percenltage of GNP they 
increased from 2% in 1967 to about G% in 1979. The new 
scheme of the food coupon syntem targeted by income resulted 
in a decrease to one half of budgetary cost, in 1990 the 
total subsidies amounted to about 7% of total public 
expenditures, and 2% of GN P. The ri.w scheme increased by 
more than 30% thi transfer pur cap-ita to the poorest when 
compared with the old system'. The Targeting of the system 
incteased the benefit, cost ratio from 4.4 in the ration 
system to 42. In the food stamp programme'. Hence it is 
clear that a targeted food distribution scheme is more 
appropriate for a resource poor developing country such as 
Bangladesh. 

12.32 	Designing a targeted system that can reach all the needy
 
while economising on cost compared to untargeted system is
 
again a very complicated exercise. For example, in the Sri 
Lanra case it was lound that the food sta:mp Fystem had 
limited Impact on chiLdren while the untargetod scheme had a 
more egalitari-im distribution of the basic staple. 

.........................................................................
 

See Matens, A. (1983), Targeting rood Subsidies for the 
Needy: The use of cost-Benefit Analysis. in Institutional 
Degin, World Bank Staff Working Paper No.6.7.
 

2 See Selowsky, M (1980), Food Prices and the Indexing of the 
Food stamp programme in Sri Lanka; An Evaluation of the 
Trade-offs, World Bank. 

3 	 See Garen S. and I Chandra Sakhar (1979), The Impact of 
Public Food Distribution an Food Consumption and Welfare in 
Sri Lanka, In:ternational Food Policy Research Instltute. 
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-------------------------------------------------- -------------

12.33 Choice of the optimal basket of goods and the prices to be
 
charged for each of them by income group is an Important
 
aspect of designing a good targeted food distribution
 
system. The dermind for a subsidized commodity is primarzly
 
determined by the quality of the product, the 
 ;rice
 
differenti1. with the open market, the level and
 

"" distribution of incomes and income elasticities of demand
 
for the product1 . Therefore, the greatest impa::t on
 
consumption of the poor can be achieved with the lowest cost
 
if the commodity accounts for a large share of the budget

of the household, has a high income elasticity at low income
 
levels, and has icw or negative elasticities among middle
 
and upper income groups. This has been empirIcally

demonstrated in the case o5 subsidised atta (wheat flouL)


=
diEtribution in Pakistan . Similarly wheat, a commodity
 
that has these characteristics in rural BangladeshO may be
 
considered to be the ideal commodity to be used for
 
targeting in the case :,f Dangladesh.
 

12.34 	A careful an~lysis4 of alternative schemes for targeting

food subsidies based on bhnefit-cost calculations suggest
 
that the most efficient programmes, most targeted and less
 
costly are the special intervention programmes designed for
 
Malnourished and most vulnerable group, children 
 and
 
pregnant-lactant mothers. The remaining funds should be
 
targete to other most malnourished groips targeted by

region (Slums, poor rural areas) and using coupon system.
 

1 	 See Kumar, Subh K. (1979), Impact of subsidized Rice on Food
 
consumption and Nutrition in Kerala, Research 
Report 5,

International Food Policy Research Institute, Washington.
 

2 	 See Ragers, B.L. and Levinson, F.S. (1376), "Subsidized Food
 
Consumption Systems in Low-Income Countries. The Pakistan
 
Experience" Discussion Paper No.6. International Nutritional
 
Planning Programre. M.I.Y.
 

3 	 See Rahman, A., and Omar Haider Chowdhury, (1982),

"Projections of Consumer Demand in Bangladesh 1984/85 and
 
1989/90" Research Report New Series No. 30, Bangladesh

Institute of Development Studies.
 

4. 	 See Mateus, A (1983) Tzrgeting Food Subsidies for the Needy:

Tha use of Cost-Benefit Analysis and Institutional Design,

World Bank Staff Working Papers No. 617, PP.35
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12.35 Vulnerable group feeding (VGF) programme In Bangladesh
 
falls under the first category of most targeted intervention
 
programmes. Hence, its scope and coverage may be extended.
 
The food stamp system of Sri Lanka, on the other hand,
 
involve a lot of paper work and administrative load. It
 
involves issuing and distributing food stamps every three
 
months. The food commissioner is responsible for the
 
printing and issuing of the food stamps that are distributed
 
through the local office. The whole chain starting from
 
issuing of food stamps to reaching it to the consuigr and
 
getting reimburseaents on them involve consumers, retail
 
distributors, wholesale dealers and the Treasury. Sri Lanka
 
with a long tradition of government intervention in almost
 
all aspects of economic activity and as a consequence having

large and experienced bureaucracy, in contrast to other
 
developing countries, to
have been able run this elaborate
 
system quite effectively. But for Bangladesh the experience

of its neighbour West Bengal, similar in socio-cultural and
 
economic background, may be more fruitful.
 

12.26 A net work of ration shops or fair price shops distribute
 
government procured and imported food at below open market
 
prices J n such big cities as Calcutta and Bombay in India.
 
These shops are located geographically near slums and poor
 
urban area,. But the cost of procurement and fair price shop
 
programme become 
 quite high in those years when internal
 
food supplies fall short of the long run trend. The gap

between procurement and fair price shop prices widense in
 
those years and at the same time the government has to bear
 
the cost of increased import. Targeting by commodity such 
as
 
inferior quality wheat, poor man's staple, as discussed
 
earlier can reduce the cost of the programme and at the same
 
time reach the most needy. Hence, fair price shops, targeted
 
by region and commodity may be given serious consideration
 
while designing food distribution system for Bangladesh.
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CHAPTER 13 

RECOMMENDATIONS FOR RESTRUCTURING OF PFDS
 

One: 	It is recommended that SR be abolished altogether
 

Implilcations: In 1983/4, where we presented the trend
 
values of SR offtake in various years, 13% of the PFDS was
 
offtaken. We estimate on the basis of our aggregative model
 
estimations in Ch. 3 that a decline 1:. the offtake to the
 
tune of 13% will increase market price of rice by 2.5% and
 
reduca per capita consumption of foodgrain by 1.5%. Note,
 
however, that our model being an aggregative one, the above
 
proportionate response of per capita consumption likely
 
overstates the real effect of tha proposed cut on average
 
consumption of SR population. This is so because we have
 
shown that in 1984/5 d;ily caloric intake per capita in two
 
SR areas - a reliable indicator of average food intake - is
 
significantly above the corresponding representative urban
 
average for 1973/4 and 1976/7 and, perhaps in 1984/5 as
 
well. It will be maintained that the orders of the
 
aggregative price and consumption changes due to the
 
recommendation, though apparently unfavourable are, not
 
sufficiently large to negate its validity. Especially so,
 
because the decline in average consumption in rural areas
 
will be higher (due to the market price increase) than is
 
shown by our aggregative model, and because we believe it is
 
both possible and desirable to deal with this (rural)
 
consequences via a separate recommendation.
 

Justification: SR is geared towards the subsidisation of the
 
incomes of nonpoor households (ch. 8; Abdullah, 1935). We
 
have argued that, on the consumption side, alleviation of
 
poverty in general, and of the food insecurity of the
 
particularly vulnerable, are the only economic rationale of
 
food subsidies under the present circumstances for a
 
resource-constrained Bangladesh.
 

Two 	 It is recommeaded that the rationing quota in the remaining
 
three priority channels, viz. EP, OP and Li be halved in a
 
phased manner, say, during the period of Third Five Year
 
Plan of t!e country.
 

Implications. i 1983/ where we worked in terms of trend
 
values, combined of'. in EP, OP and LE stood at 563
 
thousand tons. This recommendation would permit the annual
 
redirection of 56 thousand tons of grain into channels
 
which, accjrding to our perspective, deserve an expanded
 
scope. The possible availability o. this balance for re
direction implies that about 20% of decline in the offtake
 
sought in recommendation one will be thus neutralised. No
 
additional price rnd consumption effects will, according to
 
our aggregati%'e model, be relevant dua to this
 
recommendation, as a redirection only is involved.
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Justification: EP, OP and LE consumers are on average
 
presumably as well-off as many SR households, although t
 
are most probably distinctly better off than the gene

rural population. Besides, the pragmatic-cum-politi
 
considerations are at their most persuasive when one de,

with these three channels. And yet it is clear that, o
 
the SR is abolished, consistency in policy-making requi

that the benefits of these rationing channels be pared do
 
too. Besides consistency, the population in SR areas
 
likely to raise far more noise if they are singleO out
 
objectives of the constriction of subsidy benefits. Hence
 
is necessary that resLructuririg of the priority ration
 
should embrace a phased-out sizing down of the benefits f:
 
these three priority channels.
 

Three:It is recommended that the ratio between issue price

market price in four channels, nam_1 EP, OP. LE and HR
 
maintained where they are in 1985/6.
 

Implication: This recommendation implies that we are
 
favour of restructuring the priority rationing direcl
 
through operating on the quota, and not indirectly throt
 
operating on the ration-to-market prices, as well. (
 
reason for doing so is that we believe that implementi

recommendation 
 two will itself cause major politic
 
difficulties, which will be amplified if furtl
 
constriction of benefits via price route was on the card.
 

Four:It is recommended that wheat be substituted for rice in t
 
remaining traditional rationing channels where both rice
 
wheat is presently distributed (i.e., E OP and MR) ir
 
ph;,sed manner, so that is distributed in the last year
 
the Third Five Year Plan.
 

Implication: The results of our aggregate price mod
 
(Chapter - 3) bring out the implication of t
 
recommendation 
 rather neatly. It has been observed th
 
raising the share of wheat from the 
 current level of 65%
 
80% results in an increase of market price of rice by 
 on
 
2.2% in a normal crop year. Also, if rice is complete

substituted by wheat on ration distribution, this would le
 
to a price increase by 4.5%. The impact on per capi
 
consumption is very marginal. This, however, assumes th
 
total ration distribution remains unchanged at the level
 
2.33 million tons. If the recommendation of raising whe
 
share is combined with the earlier recommendation to aboli
 
SR altogether, the impact on market price and per capi

consumption will be considerably different. The combin
 
recommendations of abolishing SR and complete substituti
 
of rice by wheat, if implemented as a one-shot procedu
 
would result in a price increase by about 8.0% and p

capita decline on foodgrain consumption by 1.8%. Not
 
however, that we have advocated a staged approach on t
 
second recommendation in the preceding sentence.
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Justification: The main justification, of course, is the
 
considerably reduced amount of budgetary subsidy on
 
foodgrains that such recommendations would entail. Since
 
unit subsidy on wheat is smaller as compared to rice, as
 
increase in the share of wheat in total distribution will
 
result in lowering the amount of foodgrain subsidy even if
 
total offtake remains unchanged. If increasing the wheat
 
share in combined with a 13% cut in ration offtake as
 
recommended earlier through abolition of SR, the resulting
 
budgetary subsidy will be reduced even more. Increasing the
 
share of wheat in ration distribution is also consistent
 
with the recent shift in consumer's preference in favour of
 
wheat as reflected in the higher MRS value of ration wheat
 
for market rice (.75 as compared to .58 in Raisuddin study)
 
postulated in this study. 

Five:It is recommended that wheat, 
LE due to recommendation two, 
on a 50:50 ratio: 

not 
be 

distributed in EP, OP and 
redirected in FFWP and MR 

Implications: Revised price and consumption effects of the
 
net Oecrease in the overall off--take incorporating the
 
changes proposed in recommendations one and two, already
 
presented, are of relevance when pondering these
 
implications. Implementing this will have to wait upon
 
implementation of related recommendations made below,
 
regarding re-structuring MR modalities.
 

Justification: An expansion in the MR and FFWP will be
 
necessry to make use of "saved" foodgrains. From poverty
 
alleviation and rural developmental perspectives, the cases
 
for MR and FFWP cannot be over-emphasised. We shall have a
 
further recommendation to make about restructuring MR
 
itself, for we believe that the existing despensation in MR
 
leaves something to be desired.
 

Six: 	It is recommended that the allocational criterion of the MR
 
be revised to include the follow¢ing. The entire MR wheat
 
allocation will be allotted to approved millers in
 
pourashavas and in the unions who in turn would market the
 
atta. Three sets of eligible MR beneficiaries are to be
 
recognised, in order of their respective priority to be duly
 
reflected in their "notional" entitlement per card per unit
 
of time: namely (i) MR card holders in famine-prone
 
upazillas (ii) MR cardholders in non-famine-prone upazillas.
 
and (iii) HR cardholders in pourashavas. The allocation of
 
MR foodgrain, both wheat and rice, among these locational
 
entities should be governed bv the principle that an adult
 
card in (i) should have the weyght in terms of entitlement
 
1.25 	times that of an adult card in (ii) and that a card in
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.U1Ii1 should have the weight pt± 0.67 that of (ii). The 

allocation of HR among districts should similarly be derived
 
from a countr'y-wide compilation of MR cards at issue in (i)
 

famine-prone and non-famine-prone upazillas, and (iU in
 

pourashavas, similar weights beinc 1jaed. Rice in MR may
 

be distributed among cardholders throuqh the medium of MR
 

dealers._ so long as rice is rlistributed.
 

Implications: This recommendation implies that MR households
 

in famine prone upazillas deserrve greater, and those in the
 

pourashavas deserve less, priority than MR households in an
 

average Bangladesh upazilla. Since number of cards at issue
 

by upazilla and pourashavas within districts are readily
 

available, the revisod allocational quota by district and by
 

upazilla can be drawn up without any major difficulty.
 

Another implication is that this amounts to a restoration of
 

the Government's 1983 (May) decision to make approved
 

millers MR the sole source of wheat derived atta.
 

Justification: The instrument of MR has to be more
 

creatively used in dealing with a gradation, confirmed by a
 

succession of researches, of food security within rural
 

Bangladesh. The percentage weights noted are not adduced as
 

hardandfast categories, but represent our own value
 

judgement about the relative distress among the three
 

regional types.
 

Seven: We recommend that field monitoring capabilities at the
 

disposal of the PIOs at the upazilla be increased so as to
 

prevent abuse and enhance effective use of the expanded
 

scale of the FFWP. The availability of such monitoring input
 

on the side of the implementing agencies involved will
 

likely improve further the effectiveness of the WFP
 
monitorinq outfit.
 

Eight: it is recommended that in order to contain the speculative
 

activities in rice market leadijng to excessive hoarding, 
 an
 

affective OMS program should be undertaken during the lean
 
season.
 

Implications
 

The results of our traders' survey (chapter 5) indicate that
 

more than 90% of traders in both the wholesale and retail
 

group consider open market sale of foodgrain by the
 
government as an important factor affecting their stock
 

decisions. Most of the traders are aware of such a program
 
and also believe that it has the potential of arresting the
 

price hike during the lean period. However, the survey also
 
revealed that although OHS operation influences the amount
 

of rice the traders decide to stock, the impact is
 

quantitatively small - only 11% for wholesalers and 18% for
 

retailers on the sample. This underscores the need to back
 

OMS market intervantion by the willingness to sell large
 

quantities of grains if it is to be effective on dampening
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containing price

speculations in private grain trade and on 


1982/83 also demonstrates that
 
increases. The experience for 


can be effective particularly when adequate

OMS operation 
 the
released on 

quantities of grain (particularly rice) are 


market. Ravallion and Van der Walle study 
(1985) serves as a
 

opposed to actions
 
reminder that Government's promises as 


in lowering traders'
 
themselves will have little impact 


price expectations.
 

Justifications
 

on
its dampening effect 

An effective OMS program through 


favourable impact on
 
private grain speculations will have a 


This would
and price stabilization.
seasonal supply 

towards protecting consumers'
 

contribute significantly 

those disadvantaged
and particularly
welfare in general meet price increas-- I
 

very vulnerable to 
groups who are 

none of the other
 

has also been observed in the survey that 

impact on traders' stock
 

rationing variables has any 

may minimise possible reservations against
decisions. This 


SR in recommendation one.
doing away with the 


recommended that OMS Program be strengthened 
bY makin
 

Nine:It is 

foodgrains with greater share of
 available larger amount of 

(EP OP

from SR and other greferred categories
rice diverted 
 for price


o tha tian serve as an effective tool
and R) 

period.
stabilization during the lean season 


Implications/Justifications
 

as
1982/83 has demonstrated that OMS can serve 
Experience of 

for supply and price stabilization if
 

an effective tool 

of food grains are released in time.
 

adequate quantity 

offtake during


Montgomery study (1983) has shown how OMS 


'83 period largely succeeded in
 
September November 


seasonal fluctuations in market prices by

moderating 


to meet the shortfall anticipated

targetting the foodgrains 


in various subdivisions. Experience of
 
in aman harvest 


on the other hand, has revealed that
 
1983/84 and 1984/85, 


primarily

such a potential has not been properly realised 


limited quantity of foodgrains made available 
for
 

because of 

these years, particularly during the lean
 OMS operations in 


reason for relatively modest impact of
 
season. An additional 


was

foodgrain prices, particularly in 1984/85


OMS on 

sold under OMS. The main
 

relatively small amount of rice 
OMS
 on the ability to undertake sizeable


constraint 

is the government's


operations to stabilize market prices 

in
traditional distribution channels
on 


the existing structure of PFDS. However, if our earlier
continued emphasis 


of PFDS
regarding restructuring
recommendations 

(particularly recommendation one and four) - that of
 

share of rice in
 
abolishing SR altogether and reducing the 
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traditional channels (EP, OP and MR) are implemented, then
 
our preliminary calculations show that an additional 2.40
 
lakh tons of rice (about .90 lakh tons from SR and about
 
1.50 lakh tons from EP, OP and MR) may be diverted from
 
other channels from distribution under OMS2. This would
 
raise the share of OMS in total PFDS offtake from the
 
current level of 8% to about 22%. Such enlarged volume of
 
distribution with greater quantities of rice should enable
 
the government to exert a far greater stabilizing influence
 
on foodgrain prices throughout the year than is currently
 
feasible. The enhanced ability of the government to
 
stabilize market prices of foodgrains would have beneficial
 
impact on a much wider segment of the populaiton, even those
 
consumers benefitted by the traditional channels since a
 
significant proportion of their foodgrains requirenents also
 
are met from purchase in the open market.
 

Ten: The suggested principle (as enunciated on Chapter a may be
 

accepted as the basis of settina ration prices over time.
 

Implications/Justifications
 

The suggested principle is based on the objective of
 
protecting consumers' welfare (in the sense of maintaining
 
foodgrain consumption at the base on some desired level) in
 
the face of changes in consumers' income and market price of
 
rice while ensuring that the fiscal burden due to budgetary
 
subsidy does not exceed a tolerable limit. An iterative
 
procedure was suggested in Chapter 6 to arrive at a set of
 
ration prices consistent with this objective. A trade-off
 
was clearly identified while demonstrating the workability
 
of this principle. In order to maintian base level
 
consumption of foodgrain in the face of increased per capita
 
expenditure and market price of rice, the ration prices may
 
need to be set at such a level that the resulting budgetary
 
subsidy may be considered unacceptable, given the
 
procurement costs of foodgrain and volume of PFDS offtake.
 
To keep the fiscal burden within an acceptable limit, ration
 
prices may need to be revised upward which may then Involve
 
some sacrifice in foodgrain consumption. It was also
 
observed that given the historical trend on consumers'
 
income market prices, and procurement costs of foodgrains,
 
the adoption of such principle requires that some burden of
 
adjustment would be borne by the volume of PFDS offtake. In
 
particular, PFDS offtake may need to be reduced by
 
targetting itself to a smaller but more needy disadvantaged
 
groups in the society which is consistent with th analytical
 
and philosophical perspective of this work.
 

Only an additional 2.40 lakn tons of rice are released
 
because 1.70 lakh tons of wheat made available through
 
abolition of SR would have to be redirected to EP, Op and MR
 
channels to compensate for the diversion of rice from these
 
channels due to lowering of rice share from 35% to 20%.
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leven:.It is recommended that in order to moderate price during
 
period of short market supaoly no new channel of PFDS be
 
created. Instead, timely triggeting of the OMS as a rolic
 
decision, followed up with appropriate degrees of grain
 
releases in OMS will, we believe, contribute to moderate
 
what mWy otherwise be excessive increases in market prices.
 
In addition, it is recommended that the government has at
 
fiscal year-end total stock of about 1.00 million tons.
 

Implications:
 

This implies that we are recommending a continuation of the
 
OMS in part on the basis of the results of our traders'
 
survey, as also of what work has been done previously on the
 
price stabilisation ability of OMS during the lean period.
 
In addition, the second recommendation implies the necessity
 
of building a large food reserve, including minimum
 
operational stocks, during the monsoon which may be
 
available as a buffer if, due to some disaster, foodgrain
 
situat )n ought to significantly worsen. Especially this
 
recommendation does have major implication for what GOB and
 
food aid donors have to do. Given that public procurement
 
of boro rice and wheat has been no more than 15% or so of
 
this desired quantity in more recent years, it stands to
 
reason that the pre-monsoon procurement programme of the
 
government has to be supplemented by action by food donors
 
to Bangladesh.
 

Justification:
 

The estimate of the desirable year-end stock of 1.25 million
 
ton is, according to the World Bank, based on minimum stocks
 
of about 500000 - 550000 tons. Our estimate of minimum
 
operational stock is virtually the same as that recommended
 
in a recent World Bank publication, but our estimate of
 
minimum emergency stock is lower than in the Bank document.
 
The latter is so because we have recommanded an abolition of
 
SR, and the reorientation of the PFDS to redress the
 
privations of the poorest - something that we believe will
 
increase the capacity of the poor to deal with calamities
 
and will thus lessen somewhat the pressure on public stock.
 
Besides, the figure of 1.25m. tons of year-end stocks
 
suggested by World Bank will represent a massive jump from
 
the levels of end-year stock of the last couple of years.
 
June stocks have, despite the 1 million-plus stocks of
 
1984/5, been on average about 0.75 million metric tons only.
 
The order of increase suggested by the World Bank would
 
appear to be a little too ambitious, and would stretch the
 
limits of financeability. In contrast, a target of 1 million
 
metric tons as the year-end stock of a normal year appears
 
much more within feasible limits, is likely to hold in check
 
traders' hoarding proclivities if the intents of the Govt.
 
about the building up of such an emergency stocks were
 
publicly and frequently related to the strengthening of the
 
OMS, and thus would likely lessen somewhat the bullish
 
elements of a sudden increase in prices.
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Twelve: It 
 is recommended 
 that the VGFP be operated at th
existing level until there 
were to 
 occur a demonstrate
improvement in the 
capability of 
its Kecipients to use th
food assi,stance as-an effective cat9lyst in 
their reasonabl,
achievement 
 Of economic self-reliance during the 
tenure o

the feedina program.
 

Thirteen:It 
 is recommended 
 that procurement 
 programme 
 bo
continued but 
 efforts 
 be made to ensure that sinall an(
marginal 
 farmers might benefit from teh incentive prices ti
a greater degree than has been thought to 
be the case in th
 
past.
 

Fourteen:It is recommended 
that Fair Price Shops 
(FPS) be 2penec
on pilot basis 
 within Particularly po r neighbourhoodE

within what 
are now the six SR areas. The idea is that wher
subsidised foodgrains 
are distributed form rationing outlets
located in 
 poor neighbourhoods, 
 the poor will primarill.
participate 
 in the program. 
Besides locational taroetting.
further targetting by commodity mgy also be feasible. 
 It is
further recommended that the FPS 
be operated by individuals
who are themselves residents of the 
 poor neighbourhoods.

Foodgrains 
to be distributed will 
so be priced as to allow

two-thirds the unit subsidy provided via MR.
 

Fifteen:It 
 is recommended 
 that the government should 
 seek to
quicken 
the pace of farm iec-nol modernisation 
at the
same 
 time as to redirect a growing part of its benefits in
favour of the 
landless, functionally landless, 
 margqinal and snall 
 - farm households via the mechanisms 
 of the
labour, land 
 and capital markets.PFDS can aL bpst 
 make a
short run contribution to 
the problem of rural poverty,
the real challenge in Lhe countryside of Bangladesh is 
but
 

i_nitiate 
 and sustain an efficient, 
to
 

secure and egalitarian
growth involvin the ricultural sector 
in c-neral__ and its
sector in Particu ar.
food Our suggested specific
recommendations 
 about PFDS are mad-e in the hope that their
possible implementati on 
would promote the f-easibilityof
f-inal__ and guite general, 
this
 

recommendation which, we 
are all
too aware, des not dJrect_y belong to 
the jurisdiction of
our client, the 
 Food Ministry of the of
Government 

Bangladesh.
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APPENDIX TO CHAPTER: 2
 

This appendix presents a list of categories of ration
 
beneficiaries which were within the jurisdiction of MR until
 
aoout 1976 but which were re-located to other
 
priorities(OP).They are here categorised into two broad
 
groups, one based on their employment status and the other
 
on largely the basis that their inclusion into OP is due to
 
their numerousness.
 

(a) 	 Employment Status:
 

1. 	 Govt. employees outside SR areas /retired govt. employees
 

2. 	 Ra'lway employees
 

3. 	 WAPDA "
 

4. 	 NCB "
 

5. 	 BIWTA
 

6. 	 Primary school teacher
 

7. 	 Secondary school teacher, clerical & menial staff of
 
schools.
 

8. 	 College employees
 

9. 	 Madrasa teachers / employees
 

10. 	 Board of Secondary education employees
 

11. 	 Retire3 Primary school teacher,/ employees
 

12. 	 Fire Service people
 

13. 	 BADC employees.
 

14. 	 Family Planning/maleria eradication/rural development/
 
Cholera hospital/ atomic energy centre Cox's Bazar/ &
 
Mymensingh
 

263
 



15. BCSIR employees at Raishahi
 

16. S.M. Firm, Modhupur.
 

17. BIWTC
 

18. Chowkider/Dafadars of UP
 

19. Agricultural Complex, Joydebpur
 

20. BIWTA workshop, Barisal
 

21. Secretary of UPs
 

22. Port workers at Chittagong and Chalna
 

(b) Other categories:
 

1. Inmates of orphanages
 

2. Students of hostels of educational institutions
 

3. Inmates of Correction Centre, Tongi
 



IPPUDIJ TOCIAPTIe 2: (CoAtd.) 

Table 12.1
 

Agregate & per capita Availability ofRice and Wheat, Bangladesh, 19560/1-19519/70
 

(Fiqares ate 000 lonq tons)
 
..............................................................................................................................
 

I lice I Wheat (Population IAvailability/pezson/capita
 
......................................-------------------------------------------
 I (lib)
 
Year 	 Ilet (Internal IOfftake IAvail- Ilet I Internall Offtake IAvail- (Killion I ----------------

Iproduc-lprocarementl Iabi'ityiproduc- Iprocure-I I abilityl I I I 
Ition I I I Ition IAent I i I Ilice I Wheat I Total 

..............................................................................................................................
 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)
 
...............................................................................................................................
 

1960/1 8567 24 310 8853 29 - 169 198 55.G .997 .021 .998 

1961/2 8518 26 350 8842 35 - 220 255 57.3 .47 .027 .974 

1562/3 7857 10 599 8446 40 - 649 689 59.1 .877 .072 .949 

1963/4 9411 4 239 9646 31 - 419 450 60.9 .912 .045 1.017 

1964/5 9303 13 234 9524 28 475 503 62.8 .931 .049 .980 

1965/6 9302 95 419 9626 32 545 577 64.6 .914 .055 .969 

1966/7 3482 8 499 8973 48 566 614 66.5 .828 .057 .115 

1967/1 9896 22 232 10106 52 - 16 468 68.4 .907 .042 .949 

1968/9 10048 1 9 256 10295 83 - 74 857 70.4 .897 .075 .972 

1969/10 10544 20 419 10943 93 905 998 72.4 .928 .085 1.013 
..............................................................................................................................
 

Mote :let production - internal procurement offtake =availability. This definition applies tothe next table, too.
 

Source: 	let production data from Tolley etal (1981), procurement i of[take data are form Berlage (1972), who took those
 
numbers from sources within the Department of Food, Governmeot ofBangladesh.
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Table A2.2
 

Aggregate & per capita Availability ofRice I Wheat. Bangladesh 197213-1984/5
 

(Figures, unless indicated are in000 longtons)
 

I Rice I Wheat Population jAvailability/peison/day
 
...................................-------------------------------------------------
 I 	 (Ib)
 
Year 	 Ilet llnternal IOfftake IAvail- Ilet IInternall Ofttake IAvail- Ilillion I ------------------

1pcoduc-Iprocute.entl Iabilityl produc-I procure-I Iabilityl I I I
 
Ition I I I I tion Itent I I I Rice I Wheat I Total
 

.............................................................................................................................
 

(1) (2) (3) (4) (5) (6) (7) M8 (9) (10) (ill (12) (13)
 

1972/3 8937 10 422 9349 81 2196 2274 74.3 .772 .111 .960 

1973/4 10549 7 123 10665 98 1604 1702 76.4 .857 .137 .994 

1974/5 9997 139 181 10039 104 1578 1682 78.0 .790 .132 .922 

1975/6 11105 413 509 11401 194 7 1161 1348 79.9 .816 .104 .980 

1976/7 10410 313 785 10882 230 3 672 899 81.7 .817 .068 .085 

1977/I 1141 511 596 11542 309 11 1249 1547 83.7 .846 .113 .959 

1978/9 11381 317 562 11626 437 50 1233 1620 85.6 .834 .116 .950 

1971/'0 11215 226 691 11750 729 124 1710 2315 87.7 .822 .162 .914 

1980/1 12296 841 508 11963 968 176 991 1783 09.9 .811 .122 .939 

1981/2 12074 287 759 12546 857 13 1277 2121 91.6 .840 .142 .912 

1982/3 12592 168 596 13020 970 26 1418 2362 93.6 .854 .155 1.009 

1983/4 12843 145 495 13191 1073 121 1523 2475 95.7 .846 .159 1.005 

1984/5 13062 133 406 13335 1318 215 2139 3242 98.2 .833 .203 1.036 
- --- .. --.--. .- -- ---- -.-- ---.---- - --- . . -- --- -. -- -- .- -- ..------ ---------- ----- - ------ ---- - -- ------ ---- - ----- --- - ------- -- - --- --

Source 	 get production I procurement ddta ace from (8BS,1985), except forfigure for 1982/3 through 1914/5, which are from 
FPHS Food Situation Report, June 1905. 
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APPENDIL roCliAPyj 3:(CoAtd.)
 

Table - A3.1 

Data Used in the A _ Prce Model
 

...........................................................................................................
 

Donestic PFDS Oftake Internal Disposable
 
Year Eolinn Production Import ire Whedt Prouncueent Income Food Aid Utilized
 

(Million) (illion ton) (HT (H.T) Fm.T (illion Tk.) (Million TkO(Million US 0 )

---- -- --...--- - -- - .--. .. .. ... - --- -- -- -- -- -- - --- - -- -- -- -- -.- --- -- -- -- -- -- --- --- -.
 -- -- -- -- -- -. - -- -- -- - --- -- - -

1972/73 71.3 10.02 2.38 .12 2.20 44096
01 13
 

1973/74 76. 11.83 
 1.67 .12 1.11 .07 70904 229
 

1974/75 78.0 11.2 2.29 .18 1.50 .20 
 125105 382
 

1075/76 19.9 
 12.7, 1.46 ,50 1.17 .42 106346 314
 

1976/77 81.7 11.82 .80 .78 .69 
 .31 104502 122
 

1977/78 83.7 13.11 1.64 .59 1.26 146091
.55 178
 

1970/79 15.6 
 1;.13 1.16 .56 1.24 .35 172433 179
 

1979/80 87.7 13.34 2.73 .70 1.7C 
 .35 200321 375
 

1980/81 19.9. 14.70 1.06 .5u 1.02 238142
1.02 195
 

1931/82 91.6 14.30 
 1,26 .75 1.29 .30 267518 231
 

1982/83 93.6 15.07 1.84 .50 1.44 .19 295361 
 255
 

1913/84 
 95.7 15.50 2.06 .51 1.54 .26 324527 240
 

ouxce : 
 aqt:iesh Bureau ofStatistics and Ministry of Food, Govt. ofBangladesb.
 

Notes: 	 (11 Figures fI food aid disbursed inaillion US dolldawere converted into zillion taka
 
using the official exchange rates prevailing during theperiod.
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APPIODIX TOCHAPTIR 4:(CoAtd.)
 

Table -13.2
 

Data Used inthe Aggregate Price Model
 

Weighted General
 
Tear Market Price Ration Price gation Price Procuresent Average of Wholesale GONP
 

ofRice ofRice of Wheat Price ofRice Ration Price Price Index Deflator
 
(Tl./ad.) (7k./ad.) (7k./ad.) (Tk./nd.) (Ti./od.] (1969/70:100) (1972/73100)
 

1912/73: 18.0 30.0 20.8 54.0 22.3 179.0 100.0
 

i973/74: 106.0 41.7 31.7 73.0 32.4 250.0 141.0
 

1974/75: 216.0 60.0 50,0 120.0 51.0 399.0 241.0
 

1975/76: 126.0 14.2 59.2 120.0 63.1 359.0 183.0
 

19176/1: 113.0 90.0 10.0 120.0 0.6 362.0 171.0
 

19771: 145.0 90.8 70.8 134.0 77.2 408.0 231.0
 

1913/19: 157.0 101.1 80.8 13E.0 17.3 446.0 261.0
 

1979180: 211.0 120.0 90.0 165.0 98.1 502.0 295.0
 

1910/81: 178.0 137.1 104.8 170.0 115.5 540.0 326.0
 

1901/82: 226.0 166.7 120.7 191.0 131.7 609.0 367.0
 

1912/83: 250.0 201.1 137.7 210.0 151.3 643.0 305.0
 

1983/84: 218.0 225.0 150.0 225.0 168.7 147.0 449.0
 

................................................................................................................
 

Source: Bangladesh Bureau of Statistics and Ministry of Food, Govt. ofBangladesh.
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Table A4.1 

Honthly Uholesale Coarse Rice Prices as Percentages ofCentred 12-month
 
oving Average ol prices, 19172/3-1984/5.
 

1972/3 I1973/4 I 1974/5 I1975/6 I 1976/7 I1977/1 I1978/9 I1979/101 1910/1 I1981/2 I 1952/3 I1983/4 I 1984/5 1
 
...............................................................................................................................
 

July 99.1 13.2 113.0 J9.7 112.9 95.2 119.7 95.3 93.4 91.2 96.2 103.5 

lugust 95,] 95.5 97.5 99.4 105.4 94.0 113.2 93.6 88.3 92.9 94.2 100.4 

September 95.7 109.8 100.9 99.8 105.9 100.4 100.4 94.9 09.1 107.9 102.7 105.5 

October 96.1 129.0 92.9 102.0 104.9 98.6 99.9 95.6 97.0 111.1 102.6 102.3 

November 81.2 104.3 79,4 97.3 92.7 94.6 94.6 94.4 96.0 99.1 93.6 97.6 

December 83.9 81.4 81.1 85,0 56.7 90.6 I6.8 90.6 92.5 93.0 51.1 94.5 100.1 

January 59.5 53.6 98.8 96.8 86.0 97.5 86.6 99.2 95.3 97.5 9.9 99.2 103.1 

February 95.7 86.6 118.6 100.6 92.5 98.2 85.9 103.0 100.3 112.6 99.1 96.9 103.5 

March 103.3 93.4 125.0 99.3 95,8 105.4 90,7 105.8 104.2 115.5 102.9 101.1 106.4 

April 112.9 96,5 118.6 97.6 102.9 108.9 97.4 111.8 108.5 121.3 103.2 102.2 107.5 

Hay 110.1 81.3 106.4 98.2 100.5 101.5 98.7 106.1 100.7 96.3 97.2 99.4 96.1 

June 102.1 86.2 105.6 95.5 106.7 96.5 114.2 100.2 93.7 91.0 97.0 99.0 90.4 
...............................................................................................................................
 

Source : Data coapiled fro& the Directorate of Agricultural Marketing. 
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APEHDIX TO CIAPTE: 4 (Contd.]
 

Table A4.2
 

Ratio between Wholesale Wheat Prices to 12-month Moving Averaqe, 191415 - 1984/5
 

157 1581/2 I19 2/3
193/14 119115 11975/61 1 1 1977/8 1197119 119H/60INO/1 11983/4 I 1911/5
 

July 81.7 129.2 103.0 173.0 96.12145.8 9G.2 93.7 91.1 94.7 103.3
 

August 99.3 101,3 10G.1 10G.1 96.9 126.9 9C.] 2.4 101.0 9.4 91.3
 

Septeaber 123.6 89.0 105,1 92.8 107.4 112.5 101.3 95.5 117.3 109.6 111.2
 

October 154.4 12.0 102.2 105.9 110.3 103.2 101.7 103.0 105.9 109.7 110.9 

Ioyeaber 91.9 1.4 87.6 100.j 100.3 86.1 101,2 92.1 98.1 100.8 106.3 

December 67.6 72.5 91.7 87.7 95.5 d5.3 99,5 99.9 91.9 100.2 104.1 

January 99.9 94.8 91.5 i04.2 80.6 91.4 103.4 102.7 102.1 111.6 706.8 

February 111.3 .108.5 83.9 124.3 86.8 112.1 106.7 100.1 105.4 110.4 104.6 

Hacch 115.2 90.0 89.4 100.1 79.5 102.6 95.4 105,3 93.0 09.3 90.6 

April 111.4 17.9 93.3 95.0 8.3 98.9 94.6 101.3 06.9 18.4 91.5 

May 113,9 96.5 104.2 94.6 84.6 100.1 96.5 99.9 93.9 85.3 87.2 

June 91.1 113.8 96.9 116.5 96,9 10417 97.5 94,5 93.2 92.9 19.0 25.9 

Source :Directorate ofAgricultural Marketing.
 



APPENDIX TO CHAPTER: 4 (Contd.1
 
Table A4.3
 

'Geographical Concentration of Rice/Paddy Procurement
 

Activity, Bangladesh, 1979 - 1J85
 

(A)
 

SI. I Name of District I 1979/80 - 1981/2 I VN2/3 - 1984/5
 
No. I I
 

(i) 1 (2) (3) (4)
 

1. Dhaka 4.0 1.5
 

2. Tangail 1.5 1.2
 

3. Mymensingh 8.5 7.2
 

4. Jamalpur 3.2 1.5
 

5. Faridpur .2 .2
 

6. Raishahi 24.2 9.1
 

7. Pabna 1.9 2.7
 

8. Bogra 4.1 13.4
 

9. Rangpur 6.9 12.7
 

10. Dinaipur 20.4 38.3
 

11. Khulna 1.8 .6
 

12. Jessore .5 .1
 

13. Kushtia .5 .08
 

14. Barisal 1.6 1.1
 

15. Patuakhali 4.7 2.1
 

16. Chittagong 1.9 .5
 

17. Hill. Tract 1.7 .1
 

18. Noakhali 2.0 1.3
 

19. Comilla 2.6 1.4
 

20. Sylhet 7.7 4.2
 

21. Bandarban .006 
 .1
 

Source : Food Division data on district-wise procurement
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Table A4.4
 

Ratio of Trend Grovers' Prices to Piocurejnot Prices,
 
1576/1-1914/5 

(%1 

1 197617 1 1976/7 1 1976/7 1 1976/7 I 1976/7 19717 I 1976/7 16/1 1976/7 

July 94.45 94.56 116.0 80.80 92,73 111.0 107.0 117.0 

Aug. 95.53 95.517 11.0 86.93 96.93 110.0 107.0 116.0 

Sept. 6.73 97.76 115.0 86.47 102 107.0 106.0 114.0 

Oct. 97,82 95.09 113,0 03.78 107 106 101.0 113.0 

Nov. 97.68 101.0 111.0 83.99 106 108 107.0 111.0 

Dec. 30.92 95.51 106 107.0 84.18 105 109 101.0 19.0 

Jan. 83.32 9510 100 104.0 85.66 105 109 109.0 

Feb. 15,83 95.22 110 I00.0 05.52 107 105 110.0 

mar. 88.14 94.25 111 94.02 85.61 110 108 111.0 

Apt. 90.57 94.02 114 94.55 01.4 111 107 113.0 

Nay. 91.67 93.14 115 92,24 90.11 110 107 115.0 

June 92.98 51.85 115 90.5 51.03 IiO 107 116.0 

July-Sept 95.57 95.96 115.67 87.43 97.24 109.33 106.67 115.67 

Oct.-Dec. 97.04 102.03 110,33 03.98 106.0 107.67 107.67 111.0
 

Jan.-Nar. 85.76 94.96 110.33 9,34 85.713 107.33 108.67 110.0
 

kpr.-June 91.14 93.67 114.67 92.58 05.54 110.33 107.0 114,67
 

Annual 8.15 95,31 105.75 10.48 86.67 105.23 108.16 109.75 113.34
 

vote Nch figure isthe Percentaec tomonthly growers' prices ot the
olthe 12montb zovinq average 


cncrespoodinq goeinog average oftonthly procurent price.
 

Source BB, Nonthly Statistical Bulletin, forgrowers' price;
 various iss;ies 


Food Division forthe procurement prices.
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APPEIDII VO CAPTER: 4 NContd.)
 
APPENDIX - 4A
 

Estimation o[Aan 1982 Anticipated Shortfalls by using Elasticities
 
(prices inTaka/Haund)
 

Shortfall A Shortfa]l B Expected Expected Actual Surplus (*/
 
Long Tons Long Tons Price A Price B P[ice Deficit (-)
 

Oct.7 Oct.7 Oct.? (000 tons)
 

(1) (2) (3) (4) (5) 16)
 

1. Navabganj 4339 1296 215 270 
 245 -29.
 

2. latore 2741 1476 231 241 270 
 -50.1
 

3. laogaon 4310 1959 220 231 240 
 f19.3
 

4. Dinajpur Sadar 5422 5422 225 225 245 110.2
 

5. Thakurgaon 6974 3920 220 236 261 
 4.7
 

6. Rangpur 6485 3554 221 236 250 
 f30.1
 

7. Kurigram 96O 4758 235 i36 270 - 13.1 

a. IilphamaIi 3697 3156 
 235 234 261 t11.9
 

9. Gaibandba 8800 8629 213 21! 260 6.3
 

10. Dzlra Sadar 5062 4255 233 236 255 13.4
 

11. Jaypurbat 12053 8806 217 225 250 
 *79.9
 

12. Pabua Sadar 1938 1113 241 241 268 -68.0
 

13. Sildjgdanj 5265 3265 234 234 270 65.1
 

14.lagherhat 4652 675 242 212 270 
 -7.4
 

15. Satkhia 7275 4715 231 248 215 
 -63.3
 

16. Barisal 
 9349 9453 201 203 260 -77.7
 

17. Bhola 8574 6554 
 215 225 265 f51.1
 

18.JhsJokati 4151 4111 
 214 211 215 -21.5
 

15.Perojpuz 4699 2954 220 236 
 270 -36.4
 

20. Patuakhali 11Md 1329 201 248 255 M41.0
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APPRUDII IA(Contd.)
 

Shortfall A Shortfall R Expected Expected Actual Surplus (flI
 
Lonq Tops Long 7ons Price A Price B Price Deficit -) 

Oct.? Oct.7 Oct.7 (000 tons) 

(1) (2) (3) (4) (5) (6) 

21. Barguna 5130 757 215 253 260 429.0 

22. Jessore Sadar 5324 4242 231 218 290 -56.1 

23.Jhenaidah 4164 136 236 236 280 - ?.0 

24. Magura 2313 2313 213 243 290 -10.7 

25. Narail 1357 987 240 248 210 -12.7 

26. Iushtia Sadac 2171 1210 210 225 250 -61.3 

27. Chuadanga 1061 105 224 236 265 -12.0 

20.Meherpu( 1067 611 22 241 295 110.3 



IPPEODIS 4A(Contd.) 

Shortfall A Shortfall B Expected Expected Actual Surplus (1)/ 
Lonq Tons Lonq Tons Pricr A Price B Price Deficit (

Oct.7 Oct.? Oct.? (000 tons) 

(1) (1) (3) (4) (5) Is) 

29.Kishoxeganj 5583 5583 214 214 255 2.7 

30.Ietrokona 8497 1512 212 242 250 M0.2 

31. Mysensingb 12814 8794 215 225 250 67.3 

32. Jasalpur 7093 4062 201 219 250 -26.2 

33.Sherpur 5160 5160 214 214 255 22.3 

31.Tangail 13313 95150 113 225 270 10.5 

35.Faridpuc 2171 1815 242 2A0 280 -77.8 

36.Goalanda 2076 2076 241 241 290 -39.7 

37. Gopalgani 1576 1560 253 253 280 -62.9 

38.Hadaripor 2718 2100 242 263 300 -15.7 

39.Sariatpur 3449 3449 236 231 300 -44.7 

40.Munshiganj 1484 1484 236 236 300 -20.5 

41.Hanikgani 2614 2684 236 236 210 -51.7 

42. Iarsingdi 1911 1920 212 242 270 -15.0 

43.Ramgati -161 -344 259 270 250 -.9 

44. Dandarban 84 -110 231 257 240 15.9 

45.Moakbali Sadar 10118 5221 231 252 270 *0.0 
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APRUO[I 4k{Contd.}
 

Shortfall A Shutfall B Expected Expected Actual Surplus (01/
 
- Long Tons 

(1) 

46.Feni 5644 

417,Cotilla 14332 

48. Chandpur 5658 

49.Drahinnbaiia 5493 

50. Sylhet 5521 

51.Sunanqanj 6919 

52.Koulavi Bazar 3201 

53.Habigani 7237 

Long Tons 


(2) 


2il0 


14332 


5618 


5493 


4652 


CJ32 


3938 


7237 


Price A 

Oct.7 

(3) 


231 


225 


231 


225 


234 


229 


253 


214 


Price B 

Oct.7 


(4) 


22 


225 


21 


225 


240 


236 


241 


214 


Price Deficit -)
 
Oct.7 (000
tons)
 

(5) (6)
 

275 43.6
 

275 -21,2
 

250 -100.3
 

280 -72.3
 

215 -74.9
 

312 #19.9
 

200 7.3
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APPENDIX VO CHPtI 4:(Coatd.1
 

APPK8OII -4B
 

Estluation of An 1913 Anticipated Shortfall using Ripected
 
Price, Actual price and Price Elasticity ofDewa~d
 

Sub-Divisions Anticipated Expected Actual Expected Surplus ItM/ 
Shortfall Price Price Aman Output Deficit (
(000 tons) (T./md) (M/id) (000 tons) (000 tons) 

1. Gazipur 256 256 12.45 -16.2 

2. larsingdi -1.2G 234 255 61.11 -92.7 

3. Hunshiqanj -1.24 229 266 33.24 -94.3 

4. Manikgaaj -3.37 227 26 85.32 -20.5 

5. Facidpur Sadar -.55 249 260 53.06 -74.0 

6. Madaripu -.46 250 263 38.50 -71.7 

7. Coalhodo -.22 257 267 25.07 -46.17 

8. Gopalganj -1.15 240 261 57.30 -28.6 

9. Sariatpur -.23 260 267 37.73 -51.6 

10. Tangail -4.29 232 256 180.19 181.8 

11.Hyieasinqb -6.02 225 241 368.25 1100.7 

12. letrokona -13,16 225 286 211.05 t171.8 

13,lishoregani -1.66 231 242 151.16 Ml21,0 

14. Jazalpur Sadar -.60 244 249 144.00 7.2 

15. Sherpur -1.43 237 249 122.84 f2.6 

16. Sylhet -4.47 236 260 190.98 120.7 

17,Moulavi Bazar -.63 240 242 113.64 116.1 

10.Sabigani -4,41 232 259 164.76 88.2 

19.Suoalgani -3.16 229 260 101.54 57.1 

20. Cosilla Sadar 2.96 259 210 302.95 -3.0 
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&PPIUDII - 4H (COtd.)
 

Sub-Divisions Anticipated Expected Actual Expected Surplus ('1/
 
Shortfall Price Price Aian Output Deficit (-1 
1000 tors) fft./nd) (k./ad) (000 torn)(000 tons) 

21.BLahmnbaria -1.83 212 259 113.59 t13.6 

22. Chandpur -2.79 235 2M8 11.48 -95.1 

23. uoakhali Sadar 1.34 263 261 196.38 -32.0 

24. gavabgaoj -1.34 226 249 57.34 -38.4 

25. Mature -.30 257 261 82.87 -15.7 

26.Paugaon -6.08 219 241 263.05 78.7 

27.Khagrachari - 246 246 23.41 1.4 

28. Cox's Bazar -.93 242 249 139.78 *4.2 

29,Patya *.49 241 236 101.89 -33.0 

30. Laxmipur -2.13 241 270 102.35 -31.6 

31.Feni -.31 253 261 117.33 1.8 

32.Pabna Sadar -1.6i 235 254 89.41 -37.5 

33.Seraigani -3.89 223 256 137.81 -17,3 

34. Dinajpur f.29 236 235 297.65 195.8 

3 . Thakargaon -3.35 208 236 108.29 *46. 

36.Panchgarb -1.77 222 21 90.01 434.8 

31.Raagpru -5.41 225 249 220.50 132.6 

30.Nilphasarl -4.58 229 261 142.47 f8.9 

39.Kurigram -2.98 231 249 166.29 46.7 

40,Gaibandha -7.30 221 256 200.03 60.0 
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PPRINDIX
- 42 (Contd.)
 

Sub-Divisions Anticipated Expected 
 Actual Expected Surplus ('i/
 
Shortfall 
(000 tons) 

Price 
(Tk./nd).& 

Price 
M./md} 

Aan Output Deficit (-) 
(000 tons) (000 tons) 

41.Lalmonirhat -5.39 205 245 120.05 151.8 

42. Bogra Sadar -4.94 235 252 296.98 182.1 

43.Joyporhat -2.55 227 248 119.73 49.6 

44. Satkhira -4.41 236 260 181.65 -19.1 

45. BagerbaL -2.42 239 260 179.67 -15.9 

46. Barisal Sadar -3.10 223 244 143.25 -116.5 

417.Perojpur -3.13 222 252 100.80 -35.2 

48. Bbola -1.89 234 247 147.68 f5.4 

49.Jhalokathi -1.01 230 246 63.20 -15.8 

50. Patuakhali -.77 246 250 205.99 32.7 

51. Borqguna -1.66 238 251 132.14 025.5 

52. Kushtia Sadar -1.01 224 251 36.57 -75.5 

53.Chuadanga -.48 238 259 23.60 -16.8 

51. Oeherpur -.37 235 261 14.64 -85.8 

55.Jessore Sadar -1.92 241 257 125.77 -35.5 

56.Jhenaidaha -.16 241 249 84.03 -52.2 

57.Maguoa -.88 232 255 38.70 W11,7 

58. narail -.65 245 260 45.90 -15.5 
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APPENDIX TO CHAPTIR 4:(Coatd.)
 

APPENDIX - IC
 

Estimation of Aan 19814
Anticipated Shottfall using Expected
 
Price, Actual Price and Price Elasticity of Demand
 

Anticipated Expected Actual Expected Surplus (fl/ 
Shortfall Price Price Aman Outnut Deficit -) 
(000 ton) {Tt/ad.) (Ti/ad.) (000 toni (000 ton) 

1. Dinaipur -7.98 276.9 309.2 297.65 195.0 

2. Thakutgaon -.22 293.2 301.9 108.29 46.8 

3. Pahchgarh -2.25 279.9 310.2 90.01 +39.8 

4. Raapur -3.95 284.1 307.0 220.50 32.6 

5. Nilphalari -3.95 284.4 318.7 142.47 +8.9 

6. Kurigran -5.71 200,5 322.5 166.29 46.7 

7. Gaibandha -5.73 27.6 305.4 200.03 60.0 

I, Lalmonirhat -3.93 272.1 311.6 120.05 151.8 

9. Bogra -2.12 293.4 302.5 296.98 482,1 

10. Joypurhat -.25 285.7 288,3 119.73 M1, 

11. Naogaon -2.00 274.8 283.9 263.05 78.7 

12. matore -2.53 268.5 304.1 82,87 -15,? 

13. Chapai Nawabgani -1.29 275.3 302.2 57.34 -38.4 

14. Pabna -.48 291,0 298,6 89.41 -37.5 

15. Sirajgani -2.92 280.9 306.8 37.88 -17.3 

16. KushLia -.78 202, 308.5 36.57 -75.5 

17. Chuadanga -.57 266.7 294.8 23.60 -16.8 

11. Meherpur -.42 270. 305.0 14.64 .85.8 



APPEUDUI - 4C (ConLd.) 

Anticipated Expected Actual Expected Surplus (f)/ 
Shortfall Price Price Aean Output Deficit (
(000 ton) (Ti/ d.) (&/rd,) (000 Loa) (008ton) 

19.Jessore -1.64 275.4 291.0 125.77 -35.5 

0. Jhena*daha -2.68 269.4 306.8 81.03 -52.2 

21. Hijure -1.33 267.1 307.0 38.70 *17.7 

22, Harail -.06 311.2 312.9 45.90 -15.5 

23.Satlkhica -1.29 -95.3 304.1 188.65 -19.1 

24.Baqerhat -3.13 289.9 311.9 179.67 -15.9 

25, Oarisal .43 29M,6 293.7 143,25 -116.5 

26. Perojpur .32 301.5 297.4 100.80 -35.2 

27,Jhalokathi -.31 284.6 290.7 63.20 -15. 

28.Bhola -.16 310.3 311.8 147.68 f5.8 

29.Patuokhali -1,97 277.7 289.2 205.99 f32.7 

30 Borguna -1.07 281.1 291.0 132.14 125.5 

31.Gaiipur 1.17 322.2 299.6 72.40 M1.2 

32. Marsiangdi -2.00 275.3 314.5 61.11 -92.7 

33.Munshiganj .66 271.5 298.5 33.24 -94.3 

34. Nanikgaoj -.39 298.5 304.5 05.32 -20.5 

35.Faridpur .46 322.2 310.3 53.06 -71.0 

36. Hadaripur .20 304.3 311.1 38.50 -71.7 

37.Goalundo -.83 271.6 310.1 25.07 -46.7 

38. Gopalgani -.46 283.6 306.0 25.07 -28.6 



Anticipated 

Shortfall 

(000 


39. Shariatpur -.47 


40. TaAqail -.50 


41. IUynaesingh -4,34 


42.!eltokonj -3.97 


43. lishcregan] -4.95 


i4.Jaaalour -4.19 


45. Sherpui .03 


46.Sylhet -.35 


47, Noulavi Razam -.93 


40.Habigani -.11 


49.Sunangani -.48 


50.Coailla 5.10 


51.Brahmanbacia -1.04 


52.Chanpur -.24 


53.loakhali .01 


54.Feai -.14 


55. LaxnipuL -2.76 


5. Cox's Bazar 1.97 


57.Khagrachari .15 


UP1ND[I 


Rxpected 

Price 

-on)
tli d,) 

284.1 


301.2 


276.8 


270.] 


21.3 


274.1 


30A.0 


277.7 


270.3 


283.4 


279.5 


219.3 


268.8 


302.2 


289.9 


278.5 


253.8 


29.2 


284.0 


- 4C(Cootd.] 

Actual 

Price 


(Tik/d.) 

259.6 


304.9 


291.0 


292.4 


291.5 


308.0 


304.5 


279.9 


279.9 


284.2 


205.2 


300.4 


279.5 


305.9 


281.7 


279.9 


283.6 


279.9 


276.2 


Rxpected Surplus (t)/
 
A Output ef ii-.
 
(000 ton) (000 ton)
 

37.73 -51.6 

180.19 411.8 

368.25 1108.7 

211.05 f171.1 

151.16 121.8 

144.00 7.2 

122.84 128.6 

190.98 f20.7 

113.64 116.1 

164.76 H81.2 

101.54 +57.1 

302.35 -3.0 

113.59 +13.6 

86.48 -93.1 

196.83 -32.0 

111.36 f.8 

102.35 -31.6 

13978 47.2 

23.41 f.4 



APPRIDII TOCIIPTE 4:(Contd.) 

LPPEBDII - 40
 

Estimated Regression Equations Relating OHS/MR Offtake to
 
Anticipated Shortfall and Surplus/De[icit Positior Usiog
 

1913-84 Data:
 

(1)OHS Offtake 1= 15950.13 1 29.59 ASP 
 R2 = .06
 
(1.90)
 

(2)OHS Offtake 2= 1421.43 - 5.06 ASP -144.55 SURDEF R2 = .04
 
(1.16) (1.45)


(3)OHS Offtake 3z 1437.13 - 5.25 ASF -144.14 SURDEF R2 =.04
 
(1.20) (1.44)


(4)OHS Offtake 4= 7331.11 - 15.11 ASP t117.01 SURDEF R2 = .01
 
(.621 I.29)
 

(5)OHS OfItake 5: 16127.31 - 34.05 ASP 2 : .01 
(.871

(6)OHS Offtake 6= 17891.07 - 36.96 ASP R2 - .01
 
(.86)


(7)OHS Offtake 1= 4615.33 - 9.40 ASP f85.59 SURDEF R2= .01
 
(,611 (.241


(81OHS Offtake A : 10098.99 - 20.71 ASP R2 : .01 
(.52)

(9)OHS Offtake 9 : 10967.14 - 23.77 ASP -67,36 SURDEF R2: .01
 
(.82) 1.101
 

(10) OHS Offtake 10 = 5652.12 11.15 ASP SURDEF R2
- 116l.61 : .01 
(.88) (.26)

(111ONS Offtake 11 = 12395.49 - 25.11 ASP R2: .01 
(.23) 

(12) OHS Of[take 12 = 854.34  57.0 	 ASP -26.84 SURDEV R2 .004
 
(.23) ,47)


(13) MR Offtake I = 15950.00 1 29.58 ASP 	 22 : .06 
(1.901


(14)MR Offtale 2 : 32571.59 $ 21.68 ASP -792.66 SURDEF R2= .04 
(.72) 1.81 

(15) MR Offtake 3 : 42763.3) 1 31.12 ASF -760,03 SURDEP 12 =.03 
(.61) (.87)

All Offtake
(16) 1= 28179.10 f 11.01 ASF 
 V : .004 
(.47)1 

(17)AllOfftake 2z 39471.47 t 	2.07 ASP -1156.14 SURDEF 
 2 .01
 
(.03) 1.62)


(1$) 	All Offtake 3= 75936.13 - 5.25 ASP -1301.11 SURDEP R2: .01 
(.05) 1.55) 

http:75936.13
http:39471.47
http:28179.10
http:32571.59
http:15950.00
http:12395.49
http:10967.14
http:10098.99
http:17891.07
http:16127.31
http:15950.13


APPRiDIz TO CgOPTIR 4: (Coatd.) 

APPEIbIX - 45 

Estimated Reqression RquiLions Relating o0S/8R O[ftake toAnticipated
 

Shortfall 	and Suiplus/Deficit Position using 1904-85 data
 

-.20SURDF
(1)OHS Offtake I= 235.20 127.02 ASP 


12.36)t (.55)
 

-.18SURDEP
(2)OHS Oft.1e 2: 396.50 f 38.00 ASP 

(2.17)t (.30)
 

(3)OHS Of[take 3 : 437.24 f 44.07 ASF -.45SU5DEF 
(2.24)t 	 1.661
 

7f SURDEF
(4)OHS Offtake 4: 1410.05 1 72.73 ASP -.
(,11) (.19) 

(5)OHS OffLake 5= 1128.21 148.03 ASI -2,3 SURD 

(.58) (.83)
 

-3.32 SURDEF
(6)OHS Ol[take 6= 2105.25 161.46 ASP 

(.63) (1.17)
 

(7)OHS Offtake 7: 957.21 t 53.53 ASP -.55SURDEF 

(19) 	 1.22)
 

-1.41 SURDEP
(8)OHS Offtake 8 : 1168.93 143.82 ASP 
(.83) (.81) 

(1)OS O[ftake 9 : 140.U 154.15 ASP -2.46 SUDEF 

(.9) (1.17) 

10) ONS Offtake 10: 1156.391 60.84 ALSF-.63 SUDE 

(.69) (.21)
 

-1.12 SUDF
OHS Offtake 11: 1311.99 f 45.42 ASP 

(.71) (.02)
111) 


1 56.93 ASP 	 -3.01 SUOSF
OHS GOftake 12 : 1671.5 

1.76) 1.171


(12) 


-.56SURDEF
OHS Offtake 13: 1244.85 145.71 ASP 

(.39) (.14)
 

-2.21 SURDEF 


113) 


OHS Offtake 14: 1331.61 1 10.03 ASP 

(.13) (.05)


(14) 


(15) 1668.01 117.39 ASP -3.47 SURDEF
OHS Offtake 15: 
(.20) (1.141 

(16)HMRO[(take 

(17)H Offtake 

1: 

2: 

i50.19- 78.33 ASP 
(2.44)t 

114.22 -8.31 ASP 

(2.41) z 

f.19 SURDEF 
(.10) 
t.31 SUIORF 

(.25) 

118)MR Offtake 3: 1160.01 -105.64 AS? 
(2.44)1 

1.33 SURDEF 
1.22) 

12 	= .14 

= 

12 .11
 

R2 	= .13
 

=2:
.01
 

F2= .03
 

12 : .05 

52: .02 

52 .04 

R2 z ,07
 

52: .01 

12 : .04 

52 : .06 

12 = .52
 

12 = .02
 

52 : .03 

52 = .13 

52: .13 

2: 	 .13 



APPI1I0[-41(Contd.) 

(19)MN Oftake I= 2194.10 -199.51 AS? -.92SURDEF R2 = .09 

(20)MR Offtake 5= 3054.11 
(2.14)' 

-304.00 AS? 
(.29) 
-.67 SURD F O= .11 

(21) M Offtake 6= 3463.72 
.*2.40)'(.15)

-341.30 AS? -.64SURDRF R2 = .11 

(22)MR Offtlae 7= 3044.99 
(2.38)t 

-217.84 ASP 
(.13) 
-.73 SURODEF 2=.10 

(23)MR Offtdke 8= 4030.75 
(2.29)' 

-329.30 AS? 
(.17) 
-.36SU2DEF R :.12 

(24)MR Offtake 9= 4623.73 
(2.40)' 

.446.94 AS? 
(.06) 
-.30SURDEF R2 Z .12 

(25) AllOfflake I : 4525.01 
12.43)' 

-205.11 AS? 
(.05) 

-1.51 SURDEF R7 : .02 

(26)Ill Offtake 2= 5766.56 
(1.04) 

-344.27 AS? 
(.22) 

-2.75 SU00F R2: .05 
(1.61) (.37) 

(2j)All Offtake 3 : 6721.97 -315.88 ARF -4.22 SURDF R2 = .04 

(21)All Offtake 4= 3090.39 
(1.53) 

-140.52 AS? 
(.49) 
-.88SURDEF R2 =.02 

(1.12) (.20) 
(29)All Offtake 5= 3924.56 -220.01 AS? -1.54 SURDEF R2 .05 

(30)All Oifti e 6 : 4573.5 
(1.51) 

-249.44 AS? 
(.32) 

-2.50 SURDEF R2 .04 

(31)All Offtake 7= 3630.73 
(1.51) 

-165.12 AS? 
(.44) 

-1.12 SURD F F2 .02 
(1.08) (.22) 

(32)All OfftLakeI= 4626.27 -267.04 AS? 
11.95) 

-2.00 SUDEF 
(.35) 

R2 .05 

(33)All Offtake 9 : 5394.72 -301.26 AS? -3.15 SURDEP R .04 
(1.52) (.46) 
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APPRIDII TO CILPT91 4:(Coatd.)
 

IPP0OI -4P
 

Eatios of OS Off-Lake itoAaticipated Shortfall
 

1983-14 1984-85 

Sub-Divisioa/ OMs Anticipated (OMS/ASF) OS Anticipated (OHS/ISF) 
Districts Offtake Shortfall(iSF) O[take SiortiallIAMSj__ 

(LOA) (ton) (ton) (ton) 

1. Gazipul 1715 0 - 2598 1170 22.2 

2. Nacshinqdi 1209 1260 .96 1202 2000 .60 

3. Hunshiganj 346 1240 .25 2777 660 4.21 

4. maaikani 350 3370 .10 1805 310 4.63 

5. Fhuidpar 1658 550 3.01 24il 460 5.35 

6. Hadifipur 394 160 .86 20.9 200 10.45 

7. Goalundo 862 220 3.91 1499 830 1.51 

I. Gopalqanj 508 1150 .44 2520 460 5.45 

9. Shdriatpur 370 230 1.61 1115 470 3.01 

10.Tanrail 404 1290 .09 2253 500 4.51 

11.Hymne;inqh 1848 W020 .31 4357 4340 1.01 

12.letrokona 641 13160 .05 1848 3970 1.01 

13. Kishore9qaj 666 1668 .40 813 4950 .18 

14.Jdailpur 971 680 1.43 3636 4190 .87 

15. Sherpur 570 1430 .40 2347 30 78.2 

16,Sylbet 325 4470 .07 1913 350 5.47 

17.Moulayibazar 433 0 - 1463 930 1.57 

II. Habiqani 326 4410 .07 1553 110 14.12 

19. Sunaqani 70 3110 .02 1050 480 2.19 

20.Comilla Sadat 2284 2960 .77 4784 5100 .94 

21, Brahmanbaria 277 1030 .15 2592 1040 2.49 



IPPEIDIX 4 (Contd.) 

1953-04 1914-05 

Sub-Divisioa/ ONS Anticipated (OKS/ASP} OS haticipated lOdSILSF) 
Districts Ofktake Shaotfall(ISF) Otitake Sbortfall(LSP) 

(tol} (ton) (ton) (ton) 

22, Chandpur 422 2790 .15 4746 240 19.77 

23.loaLbali Sadar 3716 0 4423 10 44.23 

24. 3lvabganj 1058 1340 .79 914 1290 .71 

25. gatore 219 300 .73 478 2530 .19 

26.laogaon 448 6080 .07 100 2000 .35 

21.Khaqracbari 19 0 212 158 1.41 

23.Cox's Saza 47 930 .05 1340 1970 .68 

79 Patya 29 0 - n.a A.a n.a 

30. Lazuipur 694 2830 .25 1315 2760 .48 

31.Peal 621 310 3.43 1818 140 12.99 

32. Pabua Sadar 1063 1660 .64 3453 410 7.20 

33.Serajqanj 925 3890 .32 950 2920 .33 

34.Dinaipur 0 0 - 364 7980 .05 

35.Thakutgaou 521 3350 .16 1769 220 8.04 

36. Panchqazh 226 1770 .15 527 2250 .'7 

37.Ranqpur 12 5410 .002 296 3950 .07 

38.Nilphaati 9 4510 .002 427 3950 .11 

39.[uri9ran 112 2980 .04 1359 5710 .24 

40.Gaibandba 0 1300 0 1024 5730 .11 

42.Laltoairhat 11 5390 .002 762 3930 .19 

43.Joypurhat 62 2550 .02 469 250 1.8 

44.Satkhira 100 4410 .23 1211 1290 .94 

2 0 7 



.PPRIDII 4F (Contd.)
 

1983-84 1984-85
 

Sb-Division/ OKS Anticipated (OHSIASF) ONS Anticipated (OHS/ASF)
 
Districts Offtake Shortfall(AS) Olitake Shortfall(ASF)
 

(ton) (ton) (ton) (ton)
 

45. agerhat 612 2420 .25 1067 3130 .34
 

46. Bacisal Sadar 915 3100 .30 3891 430 9.05
 

47.Petojpur 723 3130 .23 1530 320 4.78
 

48. Ohola 079 1iii .46 921 160 5.76
 

41.Jalolathi 596 1010 .59 902 310 2.91
 

50. Patuakbali Sadar 2600 710 3.38 5888 1970 2.99
 

51. Baroguna 1128 1660 .18 4752 1070 4.44
 

52. lusbtia Sadar 40 1010 .04 3886 760 4.98
 

5].Chuadanaqa 41 4180 .17 1787 570 3.14
 

54.Heheipur 208 370 .56 1641 420 4.00
 

55. 'LSSOIC Sadar 1041 1920 .55 2867 1640 1.75
 

56.Jhenaidaha 389 160 2.43 1202 2680 .45
 

57. Hagura 150 880 .17 1508 1330 1.13
 

5, larail 263 650 .41 3466 60 51.77
 

TOTAL 38,417 134,810 112,985 99,350
 

lote: 	 Considerable dovnward bias seemed have been introduced ioto theesitnation of
 
anticipated shortfall(ASP) for1914/5 due to much hiqher level of warket 
price
 
ofrice prevailed durieq the aoathS ofJuly and AuqusL, 1984 resultingfroa bad
 
born and aus crop harvest in1984.
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APPIIDIX TO CHIPUR 4:(Coitd.)
 

APPENDIX - 4G
 

1stigaed Regression Equations Relating ONS/M
 

Offtake to Degree ofPrice Fall (1914-85 data)
 

Set - I
 

1.P Fall 1 13.60 -11294.0 08 Offtake 1 R2 .04
 
(1.471
 

2
2.P Faill1 13.11 - 4778.9 OHS Ofttake 2 R .02 
(.95) 

3.P Fall I 12.69 3010.3 OHS Offtale 3 R2 t .01 

(.70) 
R2
4.P Fall 1 12.62 829.3 OHS Offtaie 4 : .01
 

(.68)
 
5.Pfall 1 13.73 1516.6 OHS Oftlake 5 RI : .02
 

(1.15)
 

1269.4 OHS Offtiake R';
6.P Fall 1 = 13.76 6 .02 
(1.16)
 

7.P Fall I : 12.82 1575.8 OHS OfItake 7 R2 : .01 
(.79) 

I.P Fall 1 13.79 2333.0 OS Offtike 8 R:: .02
 

(1,17)
 
2
9.P Fall 1 13.71 1869.2 OHS Offtake 9 R : .02
 

(1.14)
 
10.P Fall 1 12.72 1183.6 08 Offtake 10 R2 .01
 

(.74)
 
11.P Fall 1 = 13.77 1943.3 OHS Offtake 11 R,' .02 

(1.17)
 
12.P Fall 1 = 13.74 1589.4 0HS ORftake 12 RI .02 

(1.15)
 

13.P Fall 1 : 12.31 638.1 OHS OfttalU 13 R'- .00
 
(.tfl
 

14.P Fall 1 13.46 1675.1 OHS Offtake 14 R2 .02
 
(1.07)
 

2
15.P Fall 1 13.71 1542.3 OHS Offtake 15 R .02
 
(1.18)
 

16.P Fall 1 15.54 1069.1 AllOffLake 1 R2 .02
 
(1.05)
 

17.P Fall 1 18.10 1369.5 All Offtake 2 R? .03
 
(1.36)
 

2
1. P Fall 1 - 18.25 1205.3 AllOfftake 3 R : .03 
(1.41)
 



APPEODI 41G(Contd.) 

19. P Fall I = 16,02 - 1769.0 AllOiftake 4 R2 = .02 
(1.081 

20. P Fall 1 = 18.18 -2041.9 All Offtdke 5 02 = 03 

21. P Fall 1 = 1.18 
(1.32) 

-11750.2 AllOfftake 6 R2 z .0] 

(1.340 
22, PFall I = 15.79 - 1121.2 All Ofitake 7 RI = .02 

(1.06; 
23, P Fall 1 18.17 - 1727.1 All OffLake 8 R2 .03 

(1.341 
24. P Fall 1 18,24 - 1502.5 All Oftake 9 RI L .03 

1.311 
25. P Fall 1 9.61 1 2970.69 HR Offtake 1 V = .002 

2G. P Fall 1 10.12 
(.31) 

1 2011.68 MR Oftake 2 R7 = -

(.72) 
27. P Fall 1 11.97 - 235.48 M0 Offtake 3 R2 -

(.031 
23. P Fdll 1 18.44 - 3727.9 MR Offtale 4 RI = .03 

(1.37) 
29, P Fall 1 18.21 - 2591.9 Mi Offtake 5 R2= .005 

(1.12) 
30. P Fall 1 18.02 - 24714.9 MR Offtake 6 R2 z .02 

(L.171 
31. P Fall 1 19.07 - 2931.5 MR Oftake 7 R2 .12 

(1.17) 
32. P Fall 1 : 18.66 - 2073.3 MR OHItake 1 R,= .02 

(.971 

33. P Fall 1 19.52 - 2041.0 MR Offtake 9 RI - .02 

(1.01) 



APPRIDIX 4G (Contd.)
 

Set - If
 

1.P Fall 2 17.41 -12148.0 OHS Offtake 1 R2 .03
 
(1.33)
 

2.P Fall 2 16.69 -4511.7 OHS Ofttake 2 R2 .01
 
(.76)
 

].P Fall 2 16.58 3737.5 OHS Of[tlke 3 R2: .01
 
(.74)
 

R7
4.P Fall 2 18.36 2794.8 OHS OfItake 4 .07
 
(1.99)
 

5.P Fall 2 18.45 2320.0 OHS O[ftake 5 R = .04 
(1.51)
 

i.P Fall 2 18.49 1937.2 OHS Offtake 6 RI : .04
 
(1.52)
 

7.P Fall 2 = 18.54 4602.8 OHS Offtake 7 R : .07 
(2.02)
 

I.P Fall 2 : 18.39 3383.2 OHS Offtake 8 R : .04 
(1.45)
 

9.P Fall 2 : 18.36 2798.4 OHS Offtake 9 R2': .04 
(1.45)
 

10.P Fall 2 18,46 3700.8 OHS Offlake 10 R': .07
 
(2.01)
 

11.P Fall 2 = 18.43 2892.0 0S Offtake 11 R2 .04
 
(1.40)
 

12,P Fall? : 18.43 2401.9 OHS OffLdke 12 R2: .04 
(1.49)
 

13.P Fall 2 17.97 -283.2 OHS Offtake 13 R2': .06
 
(1.91)
 

14.PFall 2 : 10.32 2835.1 OHS Offtake 14 R2 .04 
(1.55)
 

15.P Fall 2 : 18.51 2434.7 OHS Ol[lake 15 R' .04 
(1.60)
 

16. P Fall 2 : 23.81 2366.6 All Offtike 1 R': .07
 
1: 01)
 

17.P Fall 2 : 19.97 101 All O[[take 2 P." .06
 
(1.86)
 

11. P Fail 2 : 23.17 1437.8 All Offtake 3 R2: .04 

(2.43)
 



19. P Fall 2 = 24,42 


20. PFall 2 z 23.03 


21.P Fall 2 z 23.11 


22. PFall 2 - 24.15 


23. P Fal: 2 = 23.08 


24. P Fall 2 z 23.17 


25. P Fall 2 13.23 


26.P Fall 2 14.15 


27. P Fall 2 15.73 


28.P Fall 2 w 21.03 

29.PFall 2 r 19.27 

30.PFall2 = 19.31 


31.P Fall 2 21.45 


32.P Fall 2 : 20.13 


33.P Fall 2 19.73 


- 3720.5 All 0fLike 4 
(1.97)


2416.9 All Offltake
5 

(1.32)


-2101.7 All Olftake 6 

(1.36)


-3065.7 AllOfflake 7 

(2.00)
 

- 2061.1 All Offtake 8 


11.36)

795.1 All Offlake 9 


(1.391

*3115.49 MR Offtake 1 


(.21)

*1570.2 MR Offtake 2 


(.15)

334.62 MR OffLdIV 3 
(.03) 

-3130.60 MR Offtae 4 

(.97) 

-1525.9 MR OffLale 5 

(.55) 

- 1362,5 MR OffLake G 
(,.54
) 

2422.9 MR Offt21e 7 
(.811 

- 2781,2 MR Offtake 8 
11.86)

-1134.6 MR OffLake 9 

(.50)
 

R' .07
 

R' .03
 

R2 .03
 

R2: .07
 

R2 = .03
 

R2= .03
 

R2 .001
 

02 -

R -

R2 .02
 

R2 .01
 

R' .01 

R2 .01
 

R' .06
 

R2 .004
 



________ 

APPENDIX TO CHAPTER 5:
 

!QUESTIONNAIRE FOR TRADERS I SURVEY 

1. Name of Respondent..........................................
 

2. Age ............ 
 3. Address
 

4. Educational Qualifications......................
 

5. Date and Time for Interview ......................
 

6. Interviewer's Name..............................
 

7. Coder's Name....................................
 

8. identification of Respoldent 

Bepari Aratdar Wholesaler Miller Retailer 

Owner 

9. Type of Functions Performed 

(a) 	 Assisting Buying and Selling Primary Secondary 

(b) 	 Buying and Se inig in thE
 
same Ma rket 
 Primary Secondary 

(c) 	 Buying from One Place and
 
Selling in Another 
 MarkeL Primary Secondary 

(d) 	 Financing Buyers and Sellers Primary Secondary 

(e) 	 Providling Busines.,; l'emises Primary Scondar
and Temporary Storage 

(f) 	 Buys Paddy and Sells Rice Primary Secondary 

(g) 	 Any other FuCtion (Please Primary- Secondary 
Specify)
 

10. 	 What particular vlriety of rice you specialise in your trading activity ? 

Coarse Nedim Fine 

293 



11 .	 Wlhat type of market infornaLtncm is needed by you ? 

(i) 	 Crop Condition 

(ii) Price
 

(Lii) Market Arrival
 

(iv) Stock 

(v) 	 Any Other 

12. 	 What are the means through which you obLain your desired information ? 

(i) 	 Etndi broaidcast (iv) Market Visit: 

(ii) Newspaper 	 (v) Other dealers __ 

(iii) 	 'eluephone (vi) TransporFt anc ies
 
used foi I ir-ying
 
f01)d)'raiuS
 

13. 	 If you expect a production shortfall and an increase in price in the future, 

how does it affect your buyiog/sellIng activity and :;Iorage decLsiiv)? 

(a) 	 Do you boy more and SCI I less nOw ?
 

Yes No
 

(b) 	 If yes, then what is the average period and amnMt of such stock ? 

(i) days 

nd
(ii) 	 - ,.i 

14. 	 Please give an account of the amount of rice you hWve huught and sold in the 

last six weeks. 

3rd 	 - 4th - 5th - 6th (a) Purchase (111d) Ist 2nd 

(b) Sale (liid) 1st 211d 3rd 4th 5t 61 __th 

(c) Purchase 

Price (Tk/md) 1st 2nri 3rd _4th 5Lh 6th 

(d) Sale price 
th - 6th (Tk. /md.) 1st Znd - 3rd 4th 



15. From where you generally procure your paddy/rice ?
 

(a) 

(b)
 

(c)
 

(d)
 

16. Which price do you consider in deciding whether or 
not to store 	grain 7 

(i) tommorow's price
 

(ii) price 	you expect after three days
 

(iii) price 	you expect in the next week 

(iv) price you expect in the next monthi 

(v) any other price (Please specify) 

17. What factors other than future pricoo guide your storage decisions 	 ? 

(i) future scarcity .... (vii) ration price 

(ii) current 	market nrriva] (viii) ration quota
 

(iii) government stock (ix) ration 	offtake 

(iv) ration offLake (x) import of foodgrain_
 

(v) rice harvest
 

(vi) 	other traders' behaviour
 

known
18. Are you 	aware of such government operation/as "Open Market Sale" of foodgrains ? 

Yes___ 
 No _ 

19. If yes, 	do you think that the government can arrest or bring down prices of 

rice through 	 such program ? 

Yes 
 No 

20. 	 If yes, does this program affect your storage decisions ? 

Yes No 



this 	program affect your storage decisions ?
21, 	 If yes, how does 


(i) 	 when to store 

(ii) 	 how much to store 

(iii) how 	long to store
 

22. 	 Do you anticipte that man harvest this year will be 

(i) 	 less than last year 

(ii) 	 greater than last year 

(iii) 	 about the same as in last year 

greater or less as compared to last year ?
23. 	 If greater or less, how much 

(Percentage) 

24. 	 Do you think such greater or less production will lead to lower or higher 

prices in the next few weeks ? 

Yes 	 No 

25. 	 If yes, what is the amount of such price decrease or increase ? 

(Percentage) 

26. 	 Has government imposed any restrictions on purchase of foodgrains ? 

Yes No 

27. If yes, what are 	those restrictions ? 

(i)(Mi) 
(ilL) 	 _______ __ 

28. 	 Has government imposed any restrictions on sale of foodgrains ? 

Yes No 

2 '6 



29. If yes, 	what are those restrictions ?
 

(ii)_______ 

(iii) 

30. Has government imposed any restrictions on movement of foodgrains ? 

Yes No 

31. If yes, 	 what are those restrictions ? 

(ii) _______ 

(iii)
 

32. Has government imposed any restrictions on storage of foodgrains ? 

Yes No 

33. If yes, 	 what are those restrictions ? 

(ii)___
 

(ii *)____ ___
 

34. 	 Does the restriction on storage period sometimes force you to sell even at a loss ? 

Yes No 

35. 	 If yes, what amount of loss you are to bear ? 

(Percentage) 

36. Does the 	government regulationhas increased your cost of operating foodgrain
 

trade ? 

Yes 
 No
 

37. If yes, 	 then in what way does it increase your costs, and by how much ? 

(a) 

(b) 	 (Percentage)
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PENDIX TO CHAPTER: 6
 

We have defined WO- = (a- y-)u / Pmw. and W"- = (a- Yo) /PmRo
 

Hence, (W'O/W m -) = (a Y.)O / (a. Y.)"
 

Also, we have
 
(P"w)O = (awY,)"/WO- and (Pm,,)M = (awY,)m/W
 

Hence, it follows that
 

(pR-1 )" = (pmw,)M if (a-Y,)O/W=o = (a-Y,)M/W"
 

i.e. if (a.Y0)/(RY,) M = (WO/|-"-) 

' 
i.e. if (a.Y)E/(aY )" = (a.Y-)P/(a-Y-)"
,
 

In other words, ration prices of wheat will be indentical in
 
the two sample of households (SR and MR) if the ratio of
 
expenditure on wheat between SR and MR households remain
 
unchanged over time, which happens if money income and
 
hence total expenditure of both the households increases in
 
the same proportion.
 



-
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~y - b PPEIDI O CHAPTR 7 

2 ~Table[AM,' 

Combined Rice and iheat offtate fioN Various Catenories of offtake ~-,
inBangladesh PIDS. 1973/11 983/4, 

.. 

--- -----------------..-..---.--.... ............... .................... .,.L, .... ..'.......
. .
IM0 )Ogton)' . 

I, , ,Nonetined rationiag chaniels , I ll and Relief , I 
Year.I< I-----*-------------- I Others IGrand 

I RP I OOP I LiI IH IOS/1O I SR I MR ITotal IFIR/CD IVGI/GR Itotal I I Total 

l) 1(2) 1(3)1 +(4)1 5)1 (6)-'1 (7)1 M.1) (9)1(10) l ) I (12) 1 (13) 1 (14) 

1173/4 ~.11.6:204.3 95.2 134.1 1.4 47.5 893.1 1893.9 140.2- 146.2 - 2634.1 

1974/5 15.1 231.1 92.516.6 3.7 437.6 564.5 1511.1 36.8 1097 146.5 " 1717.
 

1915/6 91. 239.5 14.1 153,1 23,2 391.7 434.6 1431.9 92.3 103.2 195.5 - 1N27.4 

106/7 104.5 266.6 78.4 111.2 25.1 391.3 373.7 1420.9 177.3 59.6 236.9 - 1657.1
 

~... 1917/8 164.0 315.7 74.9 111.2 42.0 415.0 312.3 1452.2 212.4 36.6 241.4 - 1766.6
 
419.5 6 303, 2614.1978/9 100.3 9.112,.2 453.2 349. HIM,5 13.6 317.4 2 

197/10 ,19.2 129.4 1.1 162.2 61 41.1 291.7 1521.3 322.3 51.0 377.3 - 11961.5 

*1916/1 91.1 423.1 S.4.3 142.3 66.6 310.6 348.8 1511.4 371.3 58.3 435.5 - 1971.6 

1911/2 3;3.( 51.3 125.1 67.1 317.7 341.2 1384.3 316.5 61.1 433.5 36.6 1149.0 

'; 63.6 125.5 119.4 299.5 412.5 141.7 402.5 19.8 492.3 - 2022.2 

I9i 'n/1 1 .. 3 66.9 132.1 159.5. 215.6 403.9 1545.4 461.2 171.1 646.3 - 2191.7 

lote: is are three yearly moving............................. averages
>............................
 

Soorce: Data obtained [ro& Food Directorate files, and them averaged. 
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IPPEIDJI TC CIAPTIR: 1 (Contd.) 

Table A7.2
 

Relative Shares of Various PINZ Categories,_IaP.qjlka 
1973/4 through 15 3/4 

fear I sP I OP I LI I PH I O /iO I a8 I NI I Ivy/C IVIP/GR IOthers
 
I I I I I I I I I / I
 

11) 1 (2)1 (3) 1 (4) 1 (5) i 516 1 (7) 1 (8) 1 (9) 1 (10) 1 (11)
 

1971/4 4.1 10.0 4.7 6.6 .0006 23.4 43.9 - 6. 

1114/5 S,5 13.5 5,1 6.3 .002 25.5 32.9 2.1 1.I 

1975/6 6.1 14.7 5.7 9.4 1.4 24.5 26.7 5.7 6.3 

11/7 6.3 16. 4.7 10.9 1.5 23. 22.5 10.7 3.6
 

1977/1 6.1 I,. 4.4, 11.1 2.5 24.4 18.4 12.5 2.1
 

1510/9 5.1 21.1 4.5 1.5 3.1 22.5 17.4 15.1 2.2
 

197J/11 4.7 22.6 3.1 1.5 3.2 22.0 15.4 17.2 2.6 

190/I 4.6 21.4 3.3 7.2 3.1 19.2 17.6 19.1 2.9
 

1911/2 5.1 21.7 2.9 6.8 1.7 17.2 18.5 19.8 3.6 
 1.7
 

1902/3 5. 11.1 1.2 6.2 5.) 14, 2.I 19.9 4.4 

1913/4 5.3 17.3 3.1 6.1 7.3 13.0 11.4 21.4 8.1 

cote: tow percentiles need not add to 109, doe to roeadliq errors 

Soirce: ?ablt 1.1 

O3
 



APPUOII TOCIUPTR: 7 (CouWd.) 

Table 11.3
 

Veekly Quota Per Alt Card lo 8R, H1, and Other Priority aloning,

1572/3 - 159415 

(seers/capita)
 
..............................................................................
 

Tear I SR I MR I Other Priority
 
I--------------------- I---------------------- I----------------------

I Rice IWheat ITotal IRice IWheat ITotal IRice IWheat ITotal
 

.............................................................................
 

1572/3 1.4 1.A 3.0 1.4 1.3 3.1 1.13 1.5 3.03 

1113/4 0.75 2.25 3.9 1.0 2.0 310 - 3.9 3.9 

1974/5 0.67 2.11 2.1 1.01 1.75 2.13 0.51 2.5 3.0 

1975/6 1.3 1.2 2.5 1.25 1.25 2.50 1.21 1.25 2.51 

1976/1 2.1 1.2 3.3 1.96 1.63 3.55 1.14 1.11 2.92 

117/8 1.7 1.3 3.0 1.71 1.29 3.00 1.0 2.0 3.0 

1910/5 1.5 1.5 3.0 1.5 1.5 3.9 1.1 2.0 3.0 

1971/10 1.4 1.6 3.0 1.42 1.42 2.54 1.0 2.1 3.0 

1910/1 .81 1.17 2.75 0.11 1.11 2.76 0.11 1.19 2.76 

1511/2 .60 1.60 2.2 0.60 1.IO 2.20 1.61 1.60 2.2 

152/3 .58 1.50 2.1 0.5 1.5 2.0 0.5 1.5 2.0 

1513/4a .54 1.61 2.1 1.54 1.60 2.0 1.54 1.69 2.1 

190/Sa .54 1.69 2.14 0.54 1.68 2.14 0.54 1.69 2.14 

Note:a) UJth effect from July 19, quotas itpublic ratloniag are set Inkq. 
we have deacalmated this atire table isseers, isorder tetsure 
comparability with earlier years. 

b) ?he values table were obtaiei by aver4lala on as
itthe quotas 
ansual basis by using as weights the osiber of zoeths forwhich a 
given qiota vas Inforce, 

Source: Foo Directorate records
 



APPENDIX TO CHAPTER: 7 (Contd.)
 

Table A7.4
 

Relative Shares of Rice and Wheat in Week y Quota. SR.
 
MR. and Priority Rationinq, 1973/4 - 1983/4
 

(Moving Averages)
 

Year I SR I MR IOther Priority 
I---------------- ---------------

I Rice I Wheat I Rice I Wheat I Rice I Wheat 

1973/4 31.8 68.2 39.4 60.6 18.0 82.0
 

1974/5 33.57 66.42 40.5 59.5 22.23 77.8
 

1975/6 46.43 53.57 47.6 52.4 34.1 65.9
 

1976/7 57.43 42.57 53.87 46.13 39.63 60.4
 

1977/8 56.77 43.23 53.87 46.13 34.07 65.9
 

1978/9 51.13 48.87 52.33 47.67 33.3 66.7
 

1979/80 42.9 57.1 43.97 56.03 32.83 67.2
 

1980/1 35.33 64.67 36.4 63.6 30.83 69.2
 

1981/2 28.1 71.9 28.07 71.93 28.07 71.9
 

1982/3 25.77 74.23 25.77 74.23 25.77 74.2
 

1983/4 25.0 75.0 25.0 75.0 25.0 75.0
 

Source: Table A7.2
 



Secular classes inthe Perceataqe of ratios price toopen market price
 
1172/3 - 1584/5
 

(Taka/masndl
 

Rice I Weat 
---------------------------------------------- I------I------------------------------------------------- I------
mbole- IIbole- I Col.2/ IRetail IOpen Icol.5/ IWhole- I Woe- ICol.I/ IRetail IRetail Icol.ll/ 

Tear 	 Isale Isale ICol.) I issue IMartet Icoi.6 1 tale Isile ICi.5 I Issue INarket Icol.12 
I issue IOpen market 1 (1) I Prices IRetail I I issue IOpen market I it) I Prices IPrices I 
I Prices I Prices 1 I I Prices I (i) I Prices IPrices I I I I1) 
I----- I---------. I ------------------------- I------I------I----------. I ------------------------- I----

(11 (2) t 13) 14)1 16) 1 (1)1 (1 I ()1 (0) 1 (11) 1 (121 1(13)I I51 

1512/3 21.91 15.27 31.40 31.1 11.2 36.9 19.62 - - 20.10 40.O 52.0 

1513/4 39.80 101.46 39.32 41.67 103.5 31.0 25.10 19.20 31.13 31.67 17.1 36.4 

1914/5 51.0 205.53 21.A3 61.0 222.1 26.9 40.80 140.1 34.17 51.01 145.2 34.4 

1915/6 70.52 124.50 56.36 73.33 140.6 52.2 56.35 1I.74 13.43 51.75 50.0 65.3 

1516/7 01.00 113.13 16.60 11.0 121.4 74.1 67.00 19.06 14.15 10.01 71.0 19.7 

1977/8 92.0 131.46 66.44 55.1 154.2 61.6 12.10 91.45 70.12 15.10 95.0 11.5 

1511/5 98.617 152.21 64.10 111.61 161.1 60.2 71.83 91.31 15.17 10.13 17.0 03.3 

1519/10 120.33 201.41 55.14 123.33 221.3 54.3 50.33 116.31 71.M 13.33 132.0 70.7 

1510/1 141.05 160.44 13.12 143.1 115.3 13.6 111.75 110.41 97.55 111.50 124.0 05 

1911/2 162.75 220.40 13.14 166.15 239.1 69. 116.17 135.09 16.36 120.61 152.0 

1912/3 20.05 2319.61 53.41 205.0 264.1 71.4 134.50 162.33 02.11 139.50 113. , 

1913/4 209.00 261.63 15.90 215.1 290.2 139.10 13.40 115.0 175.674.1 166.07 	 S
 

114/5 235,5 294.4 00.01 241.5 325.1 73.2 153.00 171.0 19,50 151.95 119.1 14.1 

Soirces:Wholesale 	and retail issue prices ate froa the Food Divisios files; open harket whole sale coarse rice price ad
 
wheat price are from data collected by the Directorate ofAgricultural harkttimg. Ope Market rice retail Prices are
 
those of coarse rice. inthis connection, use has bee. made of atime series aswhole sale prices of both coarse aud
 
medium rice isDhaka. Tke weighted average proportionate difference between the two for the 150's was applied to
 
tine series dati unlangladesh wide medium rice retail prices Inarriving time series data asretail coarse rice
 
prices. Retail wheat market prices were obtained from Icoaonic Indicators of Bangladesh, Dec. 1511 and June 115
 



------ --- ---- -- - - -- - - - -- - - - - --

APID[I TO CIAPYTI: 7 (Cottd,) 

table 11.6 

limber of legeficlarles of PFDS IsUrbae Ireai,iqladesb. 1972/3 - 1914/5, 
inJbolute an4 Relative Term 

Year 	 I St I IF I OP I LE I OS/NO I MI I total I Urban It ofurba
 
I i I i I I I IPopulatlonl popelatloa
 
I I I I I I I I Icovered by
 
I I I I I I I I I Pros
 

(1) I (2) 1 (3) 1 (4)1 (5) 1 (6 1 () i () 1 (9) 1 (11) 

1912/3 3243.1 212.9 450.6 I85.$ 22.3 5119 9513.8 5356 179.1 

197314 3419.1 234.5 561.7 415.1 - 2311 7114.4 5951 111.2 

1914/5 3483.1 293.2 691.1 548.1 - 111.9 6191.8 6627 165.6 

1975/6 2515.1 312.5 711.8 18.3 70.3 1245.6 60911.5 7371 31.6 

1916/ 2391.1 274.0 651.1 471.9 278.5 471,5 4544.6 8199 55.4 

1177/8 314.2 314.0 114.4 61.! 28.6 731.5 5161.4 1120 64.3 

1911/9 2112.3 265.3 1195.1 515.1 323.1 652.6 5135.1 10141 57.5 

1979/1 3438.1 234.5 1513.3 l5.5 630.3 158.2 7175.1 112819 66.2 

1911/1 261.7 210.1 113.5 211.6 8.53 117.4 4612.8 12559 36.7 

1981/2 29121.1382.7 14219. 428..3 438.3 1371.3 6914.9 13112 58.1 

1912/3 3171.5 481.0 1149.1 510.1 1115.1 1136 1162.4 15543 52.5 

19131/42124.2 120.1 1311.5 469.1 1131 1233 7434.3 11210 43.8
 

1914/5 2611.1 579.3 1542.2 501.1 1515.3 1644.9 1315.2
 

- - - - - -4- - -- - -- - -- - -- - - - - - - - -- - - - 



-------------------------------------------------------------------------

------------------------------------------------------------------------

------------------------------------------------------------------------

APINDIX TO CIJlIA: 7 (Coetd.)
 

Table 17.7
 

lumber of Beneficiaries of PDS isRural Areas. la.eladesh. 197213 - 1914L5,
 
InAlsolte and Relative Term
 

lolls)
 

Tear 	 I EP I OF I LI IONS/HO I I IFFV/CD I Total Ilhral I % of local 
I I I I I I I IPopulatioal populatlom 
I I I I I I I I Icovered by
I I I l l I I I IPill
 

(I) I (2) 1 () I (4)I (5 I1I(6) 1 (7)1 (1) I 19) I (10) 

1I2/3 311. 615.2 11.7 6.9 511 6341.4 63412 1.6 

1973/4 352.5 146.7 141.6 - 2311 - 3651.1 64631 5.7 

1914/5 431.1 1103.0 133.2 - 190.1 3611.2 5191 5.5 

1975/6 461.3 1115.1 221.9 23.4 2907.5 312 5111.2 66912 7.6 

117/7 411.2 171.2 156. 85.1 1112.4 321.5 3011.6 61116 4.5 

1911/1 511.3 1311.9 231.2 9.1 1723.4 120.6 4565.1 69402 6.6 

1911 391.2 1643.2 195.1 161.4 1522.4 601.1 44175.0 7153 6.3 

197t/1l 352.5 2256.1 214.8 221.9 1114.2 1243.9 6333.4 711926 .1 

1111/1 405.9 1626.0 715.1 0.15 950.7 917.4 190.1 13229 5.4 

1911/2 514.4 2144.6 142.1 145.6 3217.3 1033.3 7257.3 74551 1.7 

1912/3 611.0 2625.0 196.0 311.7 2651.2 1151.9 1596.1 75113 10.t 

1913/4 632.2 2121.1 156.6 318.7 2I10.8 1225 1025.6 71267 910 

184/5 861.0 2315.0 161.1 505.1 2824.1 1591.1 8211.3 - 
....................................................................-----------------.......----



8 APPENDIX TO CHAPTER: 

Methodology of the saLqvle Surveys:
 

The Statutory Rationing Survey:
 

Sample surveys were conducted in Dhaka and Khulna. 116
 

households were selected in Dhaka and 40 households in
 

Khulna. The survey instruments were designed mainly to
 

collect the following (i) income, and expenditure by
 

detailed commodity groups; (ii) length and extent of
 

participation In SR of sample households, (iii) their
 

preferences for various varieties of ration commodities;
 

(iv) their perceptions as to the rate of substitution
 

between ration rice and wheat; (v) the quantitative
 

importance of actual ration offtake in the context of
 

household foodgrain requirements; (vi) the frequency of
 

ration offtake, etc.
 

Our Inception Report had indicated clearly that households
 

that are covered by SR activities will be sampled. What
 

proportion of the population of the BR areas are in fact
 

covered by SR activities was, therefore, not an issue for
 

investigation. If it were, then we would have needed a
 

repreesentative set of sample in urban areas of a size
 

generating appropriate degrees of statistical confidence.
 

The universe for the desired set of samples would have to be
 

the entire population of the SR areas. Instead, we confined
 

our sampling to SR - covered households.
 

Two ways were open to us of randomising the selection of the
 

sample households. First, there are 9 rationing 3reas in
 

Dhaka and 5 in Khulna. One ration dealar could be selected
 

at random from among all the dealers enlisted in these
 

areas. A dealer is expected to cater to between 1500 to 2500
 

ration households. A sample could have been selected at
 

random from th elist of names and address maintained with
 

each of the random ration dealers. This option appeared more
 

satisfactory on first 'nought than the alternative, which is
 

presented shortly. 2-t, on closer examination, this option
 
was found wanting. During survey pretests, it became
 

abundantly clear that addresses maintained by the dealers
 

were frequently dated inadequately specified, or simply
 

phoney. The valid addreseas proved difficult to locate, due
 

to chaotic serialising of the plot numbers. On several
 

occasions, correct location, with considerable difficulty,
 
was returned with the dismaying discovery that the household
 

had moved out of the locality long since, and that
 

thepreserrt residents did not bother to use SR facilities. In
 

the light of these circumstances, it was decided to utilise
 



the alternative. The alternative that was used instead
 
involved the following. First, a large number of address of
 
card-holders of randomly selected dealers were secured by
 
accosting persons as they were lifitng due ration in the
 
capacity of card holders or of proxies for them. These
 
addresses were assumed to provide something by way of a
 
sample frame, and the desired numberof hous&holds per
 
rationing area was randomly selected from the list of these
 
addresses. This amounted to a survey of SR-covered
 
households that had a certain degree of material incentives
 
in lifting the raiton. These are households who take
 
rationing activities as improving their welfare, and who,
 
therefore, are likely to take them seriously. From these
 
addresses, 116 households representing 9 rationing areas in
 
Dhaka and 40 households representing 5 rationing areas in 
Khulna were selected.
 

It may not be a miss to point out here that this sampling 
methodology does give d bias to our results concerning the 
distributionlal effects of SR offtake of an average 
household. It can be argued that this bias has a desirable 
feature. The possible bias lies in that the quantity of 
ration foodgrain per capita lifted by the sample households 
is likely to be higher than if we had selected our sample 
through the alternative discarded above. As it is, even in 
the present sample, a certain, though small, proportion of 
households only lift ration once a week. Had we selected the 
sample from a list of all households having cards, the 
proportion of households that lift ration rarely or not at 
all would perhaps have been higher. In effect then our 
sample is likely to somewhat overstate the quantities of
 
raiton foodgrains in the consumption mix of the avcrage SR
 
household.
 

Interviewing was done by female field investigators.
 
Respondents in the SR surveys were almost always house
 
wives. During pretests it became clear that selection of
 
heads of households as respondents would become infeasible.
 
This was, in part, because men were found to be much less
 
available at home when called on, and in part because they
 
were, on the few cases that they were available, found to be
 
less familiar with the answers of the questions being asked
 
than their wives. Two of the salient compone.ts of the SR
 
questionnaire dealt with household food and n.nfood
 
purchases, and with the frequency, quantities ane other
 
characteristics of the ration lifted. It is hardly
 
surprising that housewives, who frequently disburse
 
household budgets and organise lifting of the ration, proved
 
to be more knowledgeable than their husbands.
 

http:compone.ts


-------------------------------------------------------------------------------

Table ALI
 
lagmitvde of luoa Iffect of Ratloliag amig Urbam Moubhulds, 1173/4
 

IRPem1itore I Aiditfl food
size 

I l I C;erall I Capita/yr I Capita/year I IncoaPlasses Igrain cilc.,L I laplied ,Iece, Iafter 
doe to 

fk./wmth Ivltot I ratlialg 4sIOve ioIncome Iby cal.2a Ieffect lee 
 Irfaticing Ilacodc 
 Iof ic=,/uq
Ieffect &Iratlodifig 
 col 2r2.F4 Itorationingl 
 Iefect of I
ISeet/capit./year I I 
 1
Iratalk-...
I I Ic.i-ca.? I
 
(13 (Z) 13) (4) 
 (S) (S) (7)
 

M10 
 31.2 
 13.1 17(.3 357.4 45.5
10.6 


let-119 
 22.4 
 !5.4 1459 
 531. 
 392.1 
 27.1
 
l58-19 2?.3 77,3 
 16.5 55t.5 359.S 
 30.2
 
201-249 
 22.0 
 51.9 142.6 655.4 512.8 
 21.1
 
251-211 
 18.3 
 45.1 115.5 711.1 5,i.5 
 I.1
 
308-31 
 14.6
M 39.3 55.1 786.5 0.7 12.2
 
410-459 
 5.6 
 26.1 
 67.6 117.3 119.7 
 7.8
 
500-749 
 5.1 13.9 35.7 1102.7 1063.0 
 3.6 
750-95 
 1.4 
 9.1 21.1 1305.1 
 1211.1 
 2.2
 

1108-1459 
 2.0 
 5.4 
 18.6 1603.8 15.2- 1.2 
1510-1955 
 0.8 2.2 
 5.4 2284.1 
 2831.1 
 0.5
 
26eo, 
 8.4 1.1 6.1 3413.0 3413,0 
 8.2 

Note :a)lelghted average p1ce of rice aed ubeut In1573/4 wea
Tt. 2.6 per seer
 

Sore : lbed 15759,
Its 1512
 



-------------------------------------------------------------------------------

MUCHDI TOCIIPY: a MCONl.) 

table 10.2 

Vaglito4e of locel! Ruec of fatiolonj In1973/1, If2atioalg rarawters of
 
I0/5 vre INqoce
 

Irpesdittr I ltra food I lmcoa IOverall I?ctit I facote/Caplta/i hcNOM de to

sie classes I qraits col- I !kPlie IilcoeIIlscone I yr witbout Iratioeitv astof

t./math I Noted due to I by col.2 
 I effect I crpitalyt I temeeeffect I with ratioioi/

I jloe effect I Iof Iluous/capita

of ratiolsq I IatIoBtIo I
 

111 (2) (3) (4) (6)
(5) (7)
 

110 14.3 31.0 01.I M7.4 276 22.7
 

10-19 10.3 27.4 
 66.6 530.0 
 411 12.1
 

150-195 12.5 3.2 
 77.4 550.5 
 41 13.1
 

20-249 10.1 
 2.3 65.4 655.A 591 11.0
 

250-25" 
 1.4 22.1 54.7 711.0 56 7.7
 

320-3;9 .1 43.9 743
13.0 711.5 5,6
 

410-419 4.4 30.1
U.5 117.3 157 3.5
 

500-719 2.3 6.4 11.3 
 1112.7 1114 
 1.6
 

750-519 1.54 
 4.2 13.3 1369.8 1297 1.1
 

1019-1499 
 0.1 2.5 1.6 1603.1 1595 . . .5.
 

1503-1999 1.4 41
1.1 2041.1 2036 1.2
 

2000f l.2 0.5 
 3.0 3413.0 3110
 

note: This table seeks to fled ott Oat would have the 2i ltoude of the iscou effect of ratlooleg 12
1973/i,had, ceteris paribus, two Important parameters of tVe ritoniog systems of 19584/5were Is
force IN1973/4, too. These are (IIthe qgota of ratiom; (il)6 ratio of market prices to ratios
retail issue prices of rice aid wheat. (1),(i1)aid the exteat to vhicb people lift their goota

deterolte 
the exteet of the Income transfer Implied by ratioilag. Ike lodes of icome effect of
 
ratiosiol, censtrected iptble 11.3, Ismade 
se of Isconstructiag this table.
 



-----------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------

---------------------- -----------------------------------------------------------------------------

PPUI! TO CIARt: I (COAtU.
 

table £1.3
 

Ckanglig Levels of Food Subsidies Through SI aid OP, 15172/3
- 1914/5
 
Saigladesh
 

(Values inTaka)
 

Rice I Meat I lice f wheat I lei of 

-------------------------------------------------------------------------------------I ratiosilg 
Iqotai/ ICost of ICost of 1 (3) % I Ouota/ ICost of ICost of 1 (71t1 (3) f 1 (4)41 (11)% I income effect
 

I y-a/I 1(2) at 1(2)at 1ot (4) 1year/ I (61 at I (6) at Iof (8) 1 (1) I (1) 1 It (1131 (1973/4111)
 
1capita Iration Imarket I Icapita Iratios I market I I I I I
 
I 	 Iprice Iprice I I Iprice I price I I I I
 

(1) (2) (3) (4) M5 (4) (11 (I) (9) (if) (11) (12) 113)
 

012/3 65.5 45 133 36.1 11.0 41 51 51.6 56 224 42.1 116 

1573/4 35.0 41 117 31.3 1)1.0 52 255 36.1 133 362 36.1 10 

1514/5 30.1 46 165 21.2 121.2 152 440 31.5 158 669 32.5 88 

1915/ 61.3 123 231 51.5 64.7 95 146 65.1 218 383 56.5 155 

1516/7 81.6 184 241 74.2 16.1 140 156 85.1 324 414 11.2 211 

1911/8 1.2 161 211 61.i 85.8 161 214 78.5 321 415 61.1 1l 

1511/9 65.8 165 274 60.2 51.0 184 221 83.3 345 195 16.5 152 

1575/81 62.4 152 355 54.1 61.6 151 223 14.5 350 51 60.6 165 

15I/1 45.8 165 224 13.1 51.5 212 302 9.1 431 2526 13. 226 

1911/2 31.2 131 186 11.4 13.2 251 316 19.4 381 512 15.9 207 

1182/3 26.0 133 1l6 18.2 71.0 212 351 76.1' 45 521 16.5 21 

1913/4 24.1 151 284 14.0 13.2 382 365 82.! 453 569 19.6 217 

1914/5 28.1 110 232 13.3 13.2 131 353 84.2 511 625 10.2 211 

lote 	 lice aid vkeat quotas are averages of S aid OP, annualised, Is seer. Cols 3 aid 1 tse retail issue prices of ratios. 
Cols. 4 aid Iuse retail market prices ofrice aid vheat. 

Col.5 : Col.3 as % of Coi.4 
Col.3 z CoI.1 as % of Col.l
 
CoI.12 aCol.11 as 9 of Col.1l
 

Source: 	 guota and ration Issue price information isfrom tHe Food Divisios. Data on market prices are from table 11.3.
 



APPENDIX TO CHAPTER: 9
 

Methodology of the Modified Rationing (MR) Survey:
 

It was envisaged in the Inception Report that the MR surveys

would embrace five districts of Comilla, Jamalpur, Rangpur,

Faridpur and Jessore. These five districts were thought to
 
represent two types of regional consideration. First, they

were supposed to represent flood plains associated with the
 
three major river systems: Comilla (Chandpur) with Meghna;

Jamalpur and Rangpur, with Brahmaputra; and Paridpur

(Madaripur) with the Ganges. Second, 
 from the viewpoint of
 
cropping pattern, while Comilla and Jessore are part of the
 
rice and wheat bowl of Bangladesh, south-eastern paxts of
 
Faridpur and Rangpur are largely one-crop, low-lying char
 
lands, with Jamalpur representing something of an
 
intermediate nature. 
 Between them, these five districts may

be thought 
to capture the two major types of ecological and
 
agricultural differences 
 among regions. This is not to

claim however, that the 
5 district sample is representative

of the entirety of the rural areas of Bangladesh.
 

On this question of representives of the sample let one
 
thing be said rather flat-footedly, at the outset. The task
 
before 
 the rural survey was to uxamine what effects MR was
 
having on incomes of the rural people concerned. In point of
 
fact, only households who belong to the two of the 
 lowest
income categories are meant to be covered the
by rural
 
offtake within MR. Not everyone in the rural areas is
 
supposed to benefit from MR.
 

A sample frame representative of the entire population of
 
the rural was 
therefore besides the point. As is frequently

the case, cluster sampling is resorted to in situations like
 
these, where there 
are reasons to believe that variances
 
between clusters are greater than those within. 
 It is well
known that adoption of cluster sampling is Inimical to
 
tenets of representative sampling. 
This arises because the
 
assumption of independence for the selection o 
 the first
 
stage 
cannot any longer be maintained. Nevertheless, if
 
sufficient care is exercised, it is still possible 
to
 
maintain a representative sample. The rural sample here 
uses
 
the principle of clustering in that the five districts
 
chosen are from some five defined agro-ecological clusters
 
of the country, which have been described already. As will
 
be clear from the following, the nature of our rural inquiry

required that we 
further cluster the upazillas that were
 
selected from the five districts chosen. The focal
 
consideration for the final clustering was whether 
or not
 
the upazilla was famine-prone.
 



A close consideration of the questions noted in para 9.3
 
would appear to suggest that the principal driving query
 
before the MR survey is about the extent of food
 
interventions that MR is currently bringing about for
 
relatively poor people in rural areas. To be more precise, a
 
description of the extent of the distribution of foodgrain
 
within MR in favour of poor people as well as an analysis of
 

some of the important determinants of the participation by
 
the poor in MR are among important objectives of the
 
exercise. The desire to know how the HR is administered for
 
rural people, and about the foodgrain supplementation from
 
other program sources is by way of verifying the presence of
 
other influences which may either complicate or facilitate
 
the problem of food intervention for poor rural people.
 

Given this view of the HR survey, this is how we actually
 
proceeded in selecting the respondents for it. First, all
 
upazillas in the five districts were clustered on the basis
 
of whether thy are famine-prone or not. For this end, use
 
was made of a study done by Dr. Bruce Currey" (Currey, 1978)
 
that utilises a fairly sound methodology in grading each
 

upazilla in each district of the country in terms of its
 
degree of susceptibility to 'amine. Three such degrees were
 
recognised: (1) very liable to famine; (2) liable to famine;
 
(3) not liable to famine. From each district, one of the
 
upazillas that was graded by Currey as in (1) or (2) above
 
waas first selected. A second ipazilla, neither in (1) or
 
(2) above was then so selected ttat it still appeared, on
 
the criterion of reasonably close proximity to the famine
prone upazilla, to belong to the same broad agro-ecological
 

1. 	 Dr. Currey constructed an index of stress at the upazilla
 
level by identifying nine such measures as may either -ause
 
or represent the effects of susceptibility to famine, and
 
then by attaching to them scores. These are, (1) frequency
 
of flooding, (2) incidence of drought, (3) population
 

pressure, (4) low crop yields, (5) food deficit (6) lack of
 
alternative employment, (7) poor land transport (8) river
 
erosion (9) incidence of cyclones, and (10) maldistribution
 
of agricultural inputs, zone. From the famine-prone and
 
other upazilla, we then selected one union each such that it
 
was rated by knowledgeable.people contacted (e.g. DC, Food,
 
UFO, businessmen in upazilla head-quarters etc.) as below
 
average for the upazilla concerned.
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At union level, of course, no detailing of the geography of
stress is available. Recourse Oust, 
 this being the cae, be
made to making as informed a Judgement as possible about the
situation of the unions to be chosen. An attempt was made to
base the selection 
at this stage on 
 three measureable
criteria: 
(1) the number of 
MR dealers approved to serve the
union concerned; 
 (2) total quantity of FFWP and VGFP 
wheat
distributed 
within particulaL unions 
(3) whether the union
is well-known 
about its incidence of far worker out
migration.
 

Once the unions 
 were selected, 
 the desired number 
 of
households listed on 
the 'A' and "B' categories was drawn
randomly. 
A structured questionnaire was then administered
 on 25 households from each of 
two upazillas in a districts,
making a total of 
250 households in 
the given districts. One
return was 
found unusuable, and discarded. The MR survey of
covered households is thus bases on 
249 rural households.
 

Methodology followed in "Non-covered Households" Surve:
 

Our TOR had asked for, 
 inter alia, an examination of the
circumstances of nonparticipation by the poor, especially in
rural rationing. This 
 appeared 
to call for a survey of
households 
 that are not covered in the MR regime 
and yet
Dught to be 
 covered if they belonged to the admissible
:howkidari tax brackets. 
 50 such non-covered households per
listrict were selected. 
The MR respondents were each 
asked
If they knew a household head who they knew 
for sometime
iow, who were roughly of 
the same economic situation as they
tiere, but 
 who were never issued with foodgrains under MR.
7he idea was to find out (a) what 
 percentage of 
 these
iouseholds are within the tax brackets admissible 
to MR, (b)
fhat landed, income status and family sizes they have
rhether their nonparticipation is voluntary or 
(c)
 

forced etc.
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Methodology followed in the U.P. Fugctionary Survey:
 

The D.C. Food, the UFO, the elected functionaries of the UP
 
are the three sets of actors who are consequential in
 
understanding how the distribution of MR foodgrains is
 
actually administered. We chose to elicit the perceptions of
 
the UP functionaries as to how the MR in fact works and why.
 
One reason for this selection is that there has not, to this
 
date, been any systematic attempt to obtain the UP
 
perceptions on this subject. Little is known anyway about
 
the distribution of benefits within MR, and our collective
 
ignoranc *is perhaps at its greatest concerning two aspects
 
of the situation: (a) the perceptions of the poor rural
 
people, who are intended beneficiaries of the programme,
 
about MR and (b) the perceptions of the elected
 
representatives of the local government institutions.
 
Through the UP Functionary survey, we hope to bring a new
 
element to the limited prevailing practice of research in
 
this important area of policy.
 

The questions that were sought to be answered through this
 
survey embraced the following: (a) whether individual
 
households are periodically issued with cards; (b) are
 
stipulated conditions of eligibility in fact adhered to; (c)
 
what proportion of the total union households are covered,
 
de Jure, in the MR; (d) the manner in which inter-union
 
allotment of upazilla allocation is made; (e) in case of an
 
inadequate union-level allotment, the manner in which intra
union distribution is handled; (f) the perceptions of the
 
functionaries themselves as to the extent of the people who
 
were genuinely needy but could not be reached, etc. From
 
every union five UP functionaries were selected: the
 
Chairman, throe members, and the Union Family Planning
 
Assistant. In all, there were 48 such interviews.
 

MR Dealer and Chakk!-owner Survey:
 

An assessment of the changed distribution regime of MR of
 
1983 being an important objectiva of the rural part of this
 
exercise, the idea of surveying chakki-owners and MR dealers
 
suggested itself to us. In all, 26 and 28 of chakki-owners
 
and MR dealers each were interviewed from five districts.
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AP1901TO AIUDI9 (Cotd. . 

Table 19.1
 

Ouautity a1 Foodlgaim Distributed per card 1 isurail
and Urham heas, 
UsiId l allaq, 1913/4 1914/5 

1 1911/4 I 1914/5 I I I 1913/A I1913/4 1914/5 	 1911/45

Diillsiordolstrlct .-----------------------------------------------------------------------------------------------------------------


IOty. IOty. I Oty. IOty. INo.of Ilo.of IIr.o! IIi.of IOty.dlut.l Oty.dist.IQty.dist.I Oty.dist.I
I O IPhura- I UP IPuvra- ?cards Icards Icards Icards Ipar cardal per card Iper cardnl per card I 

IIshava I ILIsbaa IPoora- I UP Ifoora- IOp IPoora- 1W Four&- I 
I I I I I shava I IShiva I Iskava I ISilva I 

(11) (2) 13) (4) 
 15) (6) (1 (1) M5 (ll) 111) (12) fill
 

Ihata livisia
 

lansiltl 7253 215 133 193 108.2 111.7
7.5 
 1.1 41.9 33.3 14.1 24.1 

laoikoaj 4243 2213 3I6 2451 211.2 7.1 211.2 7.1 22.9 341.1 19.1 375.9 

Jalpfr 417 2493 5217 1194 591.1 70.1 591.1 79.5 11.9 31.7 9.7 1i.3 

CGpalgauJ 5144 414 4245 421 117.1 2.3 253.5 2.3 21.4 229.1 22.7 151.1 

11e:Mslsk IS11 23M4 11351 3450 544.7 22.9 544.7 22.9 39.0 112.4 22.6 11.I
 

Betrokou 5729 2591 
 - 471.1 1.5 - - M. 331.9 

Faridpar 5233 1021 1241 9.9 40.1 11.04912 39.7 143.4 112.8 134.5 135.1 

Taaill 9231 4124 I1O5 3261 117.9 23.9 116.9 23.9 59.8 	 141.3 75.5 141.1 

All dL3trLcts 	 62107 1599 43131 12215 2411.5 153.1 1114.5 154.4 21.1 110.7 25.3 
 16.4
 

ote: 	 Cola. 2-5 are inlong tons
 
Cols. 1-9 are is Ols,
 
Cols. 10-13 are Is seers.
 

Soarce: Data collected from D.C. food, of 31sov districts. 
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Table 19.1 Coati.
 

I 1113/4 1 1914/5 1 1113/4 I 1114/5 I 1913/4 1 1914/5 IllvisloI/slstrlctl ------------------------------------------------------------------------------------------------------------------


Iot!. IOty. I Oty. IOty. Ih0.of I Do.oi I o.of I10hsf IOty-dlst.l Oty.dlst.lOty.dlst.I oty.dlst.
I UP IPoura- I UP IPoea- Icards Icards Icgids Icards Iper cardsl per card Ipe[ catdl pet card I 
I Ishav I Ishava IUP IPora- IUP IPoura- I UP Ihora- IW I hta- I 
I I I I I I bhava I I skav I I shava I IshaVa I 

(1) (2) (4) M (1) ) (113 fil (13)
(3) 15) 111 1 I) 412) 


tfilkahl IJva,
 

Lalwaolrat 3411 976 2125 920 31.6 5.2 31.I 5.2 117.7 284.1 152.4 

lIsIjpar 5071 2115 3526 1014 - 25.1 - 25.1 - 121.6 12.1 

latore 4513 62 2354 958 116.3 5.5 111.3 5.5 43.8 131.6 21.3 185.6 

lilplhmari 4611 3115 2156 2542 47.O 2O.6 41.0 26. 52.9 169.6 68.4 131.4 

liragaj 6526 3742 170 2250 22.5 18.1 225.0 18.1 315.8 225.1 48.1 137.7 

K[rigral 7365 2285 6213 1607 231.1 7.9 231.1 7.1 34.3 314. 21.1 221.5 

maoga 6653 211 5443 248H 157.5 6.8 151.5 7.2 33.3 348.4 30.6 376 

Ioqza 7621 2855 1062 2414 1911. 74.1 1853.3 19.7 4.3 42.5 4.6 34.0 

11dsit5..----------------------------------------------------------------------------

Ill districts 41683 16656 46841 15111 256.6 162.1 2744. 161.1 19. 125.3 16.3 98.4 

5111,
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?able 19.1 Caltd. 

I 1113/4 I 196IM I 1913/4 I 1914/5 I 1913/4 I 11115 IfIvlslel/fll trlctl ------------------------------------------------------------------------------------------------------------------


I Oty. IOty. I oty. IOty. Ih0.oI INo.Of I 1o.o1 I No.of IOty.dist.I Oty.dlst.lOty.dist.I oty.dist.I
IUP IFloc- I UP IPoira- Icards Icards Icards I cards Iper cardil per card Iper cardsl per catiI 
I Iskava I Islaua IUP I Pira- IUP IPos1a- IUp Ifosra- lIop IFlora- I 
I I I I I I skava I I skava I Isava I Iskava I 

EbelsA Bus. 

largua 3882 2592 3387 6019 121.6 3.0 122.0 3.3 35.2 1. 36.2 1124.1 

Mesom i236 1137 6091 1651 224.7 19.6 224.2 1?.6 35.1 63.1 33.4 56.1 

tholla 6221 - 5141 - 249.8 - 241.4 - 21.1 - 15.5 

larail 141 141 106 231 98.1 6.3 18.1 6.3 1.5 - 1.1 -

Sitkiia 6433 325 606 246 187.0 11.1 11.1 41.7 31.4 1.4 34.9 6.4 

lagerbat 7173 239 5716 251 &S6.0 5.6 156.6 6.0 58.6 52.0 40.4 46. 

laynai 1176 123 1251 561 265.2 17.3 265.2 11.3 31.6 45.5 37.9 35.3 

III districts 4627 9157 3714 1641 1361.4 92.9 1362 94.7 33. 117.7 31.3 121.6 
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Table 19.1 COtd.
 

1 1903/4 I 1914/5 I 19131/4 I 1514/5 I 196314 I ..... 1514/5 I 

IOty. 	 IOty. I Oty. IOty. IIo.oL I Io.of I1o.o1 INo.of IOty.dist.I Oty.d4st.lOty.dist.I Oty.dlIst. 
IUP 	 I Foura- I UP IPoura- Icar4s Icads Icardf Icards I per cardll per card Ipe; cardsl pet card I 

I lyan I I shava I F I p - I UP IPoura- I UP I houra- IN IPaua- I 
I I I I IsIvn I I shaa I I skava I Iskava I 

....................................................................................................................................
 

11) (2) (3) (4) (5) (6) 0 1I (3) 11) (1l) (ill 112) (13)
 
....................................................................................................................................
 

Ckittaom, Oira. 

lylket 1573 4139 1512 3111 231,. 15.2 231.6 16.2 45.5 346.6 39.0 241.7 

I4lvibauat 357 1112 3705 1311 26.A 6.1 21.0 1.8 144.9 310.5 141.4 210.4 

Ihkgkackari 5366 - 3771 - 391.3 - 31.J - 26.1 - 15 -

Coillla 15321 2753 13115 2654 - 16.5 - 15.7 - 181. - 116.1 

ltkall 1145 3445 5412 2945 203.3 15.1 232.1 1.1 42.1 235.1 25.3 210.4 

edabal 1451 3299 2111 1552 233.1 241.5 - 35.9 9.4 

Coxs lar 4124 1475 3561 5356 51.1 3.5 51.1 3.5 16.3 - 16.3 -

igaeaiuJ 1813 1052 5115 950 231.1 3.4 211.1 3.4 41.5 341.1 21.1 314.2 

Ckittaloag 23154 45847 10312 44646 3731.1 477.6 428.4 418.4 1.7 14.5 42.2 113.3 

11dlistlicts 11621 9432 62108 13453 5133.1 531.7 1841.1 532 15.3 131.1 37.1 133.4 
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WpIInII ? CIAPif: 9 (Coatd. 

Table 19.2
 

Variability of Inevily E Offtake of Foodgrai, by (sew) DMitricts, 
1983/4, 15184/5 

ICy of lWathly foodgrai I ICV of moithly foodglit 
Division/ I distriketiom Ist IDvisin/ I distribitiom Is n 
districts I------------------------ Idistricts I-------------------------

I 1913/4 1 1914/5 I I 1983/4 I 1914/5 

(it (2) (3) (4) (5) (6)
 

faishaki 

Lalmooirbat 


Dimaiper 


lattle 


lipkamar 


SelaJgaiJ 


9iglgram 


logra 


langs 


MIlt_,...,.@u
 

Barguma 

laqrbat 


ikalma 


Satkiklra 


Barisal 


Jessore 


larail 


34.3 50.9 

3.? 15.3 

25.6 11.1 

29.6 41.2 

27.7 71.0 

24.2 42.3 

35.4 41.1 

39.9 1.1 

37.9 1.2 

31.7 524 

34.7 46.2 

31.1 56.5 

38.1 44.1 

37.1 15.5 

13,6 66.0 

Obaka
 
Nailkganj 


halinldi 


NyASoimgh 


TaegaLl 


Jmalmir 


Faridpur 


Copalgamij 


letrokoma 


skagrachai 


landarbam 


Cox's lazar 


Comilla 


loakbali 


fylhet 


loolvibazar 


Smquamgj 


Rasqauati 


Chittagoal 


34.6 42.0 

0).9 42.9 

41.1 4.9 

71.i 46.9 

21.9 49.1 

41.5 45.7 

36, 51.0 

22.1 -

29.6 4.8 

3.A 45.1 

21.3 41.1 

39.7 41.3 

21.1 41.6 

29.3 42.6 

33.1 41.6 

21.5 47.2 

27.1 37.3 

15.0 10.1 

Somce : Dta obtaised [re DC3, food.
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APPIDIX TO CHAPTIR: 5 Cotd.)
 

table 15.3
 

Ouiatity Distributed by lev Districts inMR, 1913/4
 

(lonq too, rice #vieat)
 

Sl. Ilam of ICity. allotted for IOsty. allotted for I IOnty. allotted to I
 
go. IDistrict IdlstrilbitLo Idistribetiom In 1 atta challis I f4)
by I (2) 13) *(5)
 

I I Union Parishad IPosrashava I I t
 

(1) (2) (3) (4) (5) 10)
 

1. Baigag 3112 2592 6874 1223 I151
 

2. Lalmotirbat 3418 I1N 4354 1779 Q73
 

3. Dinajpgr 5011 2105 7811 4417 12258
 

4. Sylket 9973 4135 14812 4315 11131
 

5. larsimgdi 7253 209 7462 3539 11601
 

6. Jessore 1236 111 1373 4245 12118
 

1. Noulvibazar 3567 1882 5445 2282 1731
 

1. Kanikgaij 4243 2211 641 2364 1125 

9. latore 4553 662 5255 2521 7713
 

1. Jilpkamrl 411 3115 1126 4287 11413
 

11. Jaulpt 6617 2493 8960 2971 11936
 

12. [kagrackarl 9361 - 1311 2322 11688 

13. Serajgaoj 6526 3742 10263 3441 131
 

14. K11lram i1ll5 2225 5551 2058 11111
 

15. laoga 6053 21716 1225 3111 12111
 

16. Coillia 15128 2153 11811 1222 25303
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Table 15.3 Coltd. 

1.I lame of ICity. allotted for ICity. allotted for I ICity. allotted to I
 
0a.I DistrIct Iditrlbitlos by Idletribttloo t I(21* (3)I atta ckakks I (4) o (5) 

I IIolon Pailakad IPourasiava I I I 

(1) (2) (3) (4) (5) 1) 
.. .................................................................................................. o..... oo 

17. Dogra UI1 2195 11511 5233 
 15741
 

18. (bolu 221 N221 2159 9116 

15. loafili 7845 3445 1121 2371I 14666 

20. hadorbia 1156 3211 11755 2425 1114 

21. Cox's Baar 4124 1475 559 41170 145 

22. GopalqaeJ 5144 484 521 2511 111
 

23. brall 141 37141 311 4 3921 

24. Seuahlaij 1113 1692 918s 2561 11563 

25. latiklra 6433 325 6751 3335 lil3
 

26. Bagerhat 1113 239 71412 3229 1141 

27. Ny'ensig 15510 2361 21174 5121 31602 

28. letrokosa 5725 251 1320 295 113115 

25. Farldpot 5231 1026 6256 3054 5316 

31. Clittaqong 131S4 45147 651 1155 16556 

31. Diuajpor 4717 2455 71l 4172 1195
 

.................................................... --------
....-................... .......................
 

total 223613 105566 329235 112494 441733 
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APPENDIX TO CIAPTERz II
 
Table AII.[
 

Selected Foodgrain Variables inBangladesh, 1960/i through 1984/5z
 
Average Values and CV
 

........................................................................................
 

- I 1972/3 
I Itaken together 

Variables .... .... 
I mean CV lean CV I Mean I CV 

I 1960/1 1969/70 - 1984/5 :both parioJs,
 

........................................................................................
 

(1) (2) (3) (4) (5) (6) (7)
 
..........................................................................................
 

Rice output 916G 1.0 11326 1.1 10331 1.6
 

Uheat output 43 11.5 384 16.8 148 27.3
 

Foodgrain output 10266.3 8.7 13278.6 12.6 11968.9 17.1
 

Rice import 309 8.0 217 15.2 253 12.6
 

Wheat import 414 11.9 1400 5.4 827 12.3
 

Foedgrains import 774 6.7 1671 5.3 1196 7.9
 

Rice availability 9503 0.9 11566 1.1 10619 1.5
 

Wheat availability 529 8.3 1858 4.3 1076 10.8
 

Foodgrain avai' hility 10081 1.0 13484 1.2 11883 1.9
 
........................................................................................
 

Source: 	 For 1960/1-1969/70, figures on quantity of foodgrain output are from Thomas,
 
1982, for1972/3-1984, they are from 8OS, 1985.
 

3J.. 
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l0.jj 10_. i4~flL COWtd.) 

table 111.2
 

417t1oos 	for Three Foodrall Varnatles, 1965/1 throuIh 1564/5Istirato1 ftenid 


Periodz/ I I Costa oI ted I 2 1 esidal I - I D-

Ceq lata I term IcoeffLeleut I R I Las aqure I T I statistic 

196OAI1 W6971 

1.lkt preduction i 9.1 .1.624 6.51 0.4131 I.2" 2.32 
(3.61
 

2.liorts 10 6.15 ,0.11 0.49 .1526 6.35 1.65
 
(3.11
 

16 9.6 0.624 0.15 0.8618 9.211 1.573. vailability 
 (5.91 

4. Nat production 13 5.15 10.033 .0 6.1412 9.31 3.02 
(ill 

7.42 	 4 0.17 

I..I
 

5.Ivmoxts 13 0.0123 (-IM9 7.42 1.96
 

6.Avallability 13 t9 f 6.02 6.90 6.013 I5S 2.3 

166/1-69/76, 72/3-64IS 

7.let pedctla 23 I 0 0.024 1.50 6.1032 5.27 2.46 
(135)
 

1.47 0.17 7.11 1.51
I.iriorts 23 C.31 ,051 


5.AvallaL'lity 23 9.67 f.A 6.96 6.6014 9.313 2.6 
(21.0
 

Notes: 	 To conerve space, only overall relatlons, regardless of tkhir division lite rice and 

wkeat, ar ' reported kere. CVaroe.-Aa trced line Is cos~sted as (3111t) x 19, Ahere SE 
Is standard error of estimate acd 7 isczeaof Ioqarlthoic valves of tke depeadent 

variable. S1 itseli cozapted as zeder-roat of ;e. iGal --an square. The reslaoal teac 
square eqgal toresideal sne of sqmares divided by its 4 qtets of freedom. Oir estlRates 
of litability isfouod to be .nc-Ieer thai tsat repurted by uWbid, forreasns not
 
preietly taov,. Yie syabol ..detates lesglelflcast.
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