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Summary of Recommen'iAticns 

I. 	 ('on t i run t i on o f Mod iri ed Ra t i on irig. ( MR) in a rerormed 

rrnimieorl i - i rnl , in interest ofes. e both the achiev ing greater 

eqni ty ill dir ,e.ing?PF ) delive;'ie.s, but. nl.o of' stimuilat.irig ag

greogate Foo1dr(a ii demanid. 

2. Discontinuation of MR in its conventional form is urged. 

3. The wle(l of' MR all .mLient of ;,heat. he distribuit.ed through 

the inst.r'umen t of' approved Uhiakkis in pourashavas and the unions, 

except, in rtour districts, (see below). Rice may be distributed 

using the MR dealers. 

4 . Fami ne-prone upazil.as (wh j ch means those with relative 

distress rank in excess of 1.00) should receive 1.25 the allot

nmn t. per" card of' averatge or bett.er upazilas ( those with distress 

.evels of I . 0 ) . l'oir'ashavas should receive 0.67 Limes the allot., 

ment )eir ci'd of) nvera;e or bet, te upaz i sls. 

5. MR dale Iors auld cbrihki -owners out.side pourashavas face a 

di if'ereint, iiI. t rn iport. costL-, to theirr disadvaitage, which lowers 

tle i r I i [It, i ru-to-a IIotment, rat in. It; is recommended tohat issue 

pi'ice ['avolrill . ol t,s.i de-pourashava dealers aiid chakki-owners be 

kepl. loIwer by 3-1% as compalred t.o pori'asiava (leaIers and chakkis, 

6. Alloi;ment of wheat and ri.ce to dealers outside pourashavas 

shoulid he ol a 70:30 ratio. For the pourashavas, the wheat-to

rice shlu. (I be, roughly 30 : 70. This wil , to a large part, 

neutral ise the effect of lower issue price favouring rural MR 

a]l.l.ot.lnen I's , 

http:upazil.as
http:distribuit.ed
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7. A Food Distribution Unit, to be managed by Grameen Bank for 

example, should be inst.it.uted, on a pilot - project basis, to in

st iLuLiona1ly in ternediat.e the spply ot subsidised foodgrains 

among houseli.,holds wiLh upto 0.50 acres of land in four districts 

where intensive cons.' entisation and organisat ion of the poor un

der (rameen Bank's aegis has taken pLace. 

8. IL i.s recommended tha t a smal l-scale Lechnical study of the 

opLimum mi I I ing, packaging and/or blending maize for distributoion 

i)i MRi i.n place o[ rice/wheaL, be carried out. 
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Executive Summary
 

Objectives and Methodology 

rhis is a study of the scope, character, consequences and 

pos s i III e re fro ris of' Modifie( Rationing (MR) in Bang.ladesh. The 

stidy is !us t'ai ned by a comprehensive hlend of primary and secon

dary data, -y botLh cross-seet:. ion ad time series data about vir

1,fl I y ,'y(Xr'I n . (, t of the n(Imi ni. tirat. ion of, MR in the country, 

The kirug--pill o' the dat a that. snu-t.aitis this study is carefully 

col I ,(I d dat,a f'rom 289 randomly-selected households from eight, 

dis t.riet..s repr ive of Bangladesh .The hal basistent. study its in 

rear'P['il ara].sis of the ilf'ormation so coileet.ed. It also in

l.uders a summary of recommenlati oins that arise ont. of the results 

o0)t- i i nd . 

On Some Macro Trends in Food Economy 

EveI in a study with sectional focus on MR, one needs a 

se ns of' 'veri'a 1 I pers petr., iye about the macro movement.s of the 

fooI)d sysu.-,L|. During. 1972/73-1986/87, aggregat.e availabili tiy of 

fnodgrai i, rice and wheat grew at- a trend rate of 2.63% per year. 

Per capi La avai labi I i 1 y, lowe'.v er,'grew only at 0.31%. rime-series 

i rdi t,ha r a reg ross inonin rest ILs. ('a L.e t the iod e t 9 r'ow t.I i in a VAi ia. )i 

i.S be. S!,p I tlhan demandI LY . Ler ex p l.a i nd by y-si de 'a r iab, s by 

var-i.ab 1es. This is primariliy due to a tepid income growth of the 

perri od. 

http:coileet.ed
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Off take-Availability Ratio
 

Offtake-to-avai abil.i ty ratio has ranged between 9 to 13 per 

cent in most years. The data here suggest a slight secular fall 

in offtake-avaiJabil i. ratio in the 1980s. Ifty 1984/85--a year 

when flnoo(ts 1.e(d Lo what was .a te r eons idered to be excessive 

i.eve Is r gra i ri i mpo rts by the government--is excluded, thattod 

(,o(I.l us i on ,nn tie maide more strongl y. At. any rate, the country iS3 

.J1. 1li I rU ri, 'he I ' i ov-1nezl t. o f foridg 1ain e f-soi' i ii e-11 c y 

wli ,h, ;w(,or'd irig h) tho S ondt(l Vivo Year a'In of tIhe government 

(f.1, lelsh , wan.s to he aelhi vod(t by 185. Art ominotis sign is 

Lba . t.o t.iimes it) thr'ee years 1984/85-1986/87 naLural calamities 

hd i)C('C,. .ita ted pu rchn., or foodrrain.s o)n cominer(- i a I. terms by 

crawi l.g irlLe,'nati vnai reserves and by cont.racting termdown short 

-red i t . 'rho oil tI.oolk " the healt.h of Bangladesh's food economy 

threrore does not wa rrant much opt imism. 

I)esuhsidlisaL ion of PFDS Del.iveries
 

There has been a significant de-subsidisation of foodgrains 

in pul)]i rat ion.ng since the mid-1970s. This has to be seen 

atainst the backdrop of these above developments. It is fitting 

[hat de-subsidisation has been accompanied by declining relativ6 

shares of inoneLised channels of PFDS. SR, MR, LE, FM, and OP have 

all suffered varying degrees of roll-back in theil respective 

scope. This had led to a relative ascendancy of the open market 

as a source of supply of foodgrain. Consequent].y, price stabi

lisation ro I n of pit)i i(c inltervent i o1 in food markets has become 

more important, thereby raisi.ng the relative share of OMS. One of 

the hopeful aspects of the evolution of the PFDS is that FFWP has 

boen st.eali.1.N inetreasit g in it.s importance . This channel has some 

abirlity to (-ltri ut.e to a1Leviantion of rural poverty and at the 

sakme time to improve rural infrastructure and access to markets. 

http:raisi.ng
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activi. ty. On the demand sLde, the importance of price variable 

was again suggested, this Lime indirectly. Both sets oK' rotI_ts 

underscore the responsiveness of MR offt ake decisions to market 

forces of' prices and income. 

SuitLability of EligibA.I.iLy Conditions 

Whi IcU .ligibil ity (A) Lth btUnc.itiS o1" Mit is delfi ed in Ler'U1i 

of tax S taLus the value att, hed by a representative rural 

householdI 1 po Ury has according uni tICW Ly I'a11 en as budgeta.ry 

subs id i es have tallIIe s tead i ly due to the policy of subsidy ro LI

bhaf-i. At, the. sa .te i me, ilm ve , costs o f e n forc ing one's 

el.igibi I i ty have risen. Net, benel'its of rationing have fallen 

cons iderably m C. receri t.y (!sec tiol 2 3) MIR subs.Sidy as a percent 

age of' markeLt is Lnonitt-Lo than forpricte.s us'. a more 10% r' i ce 

arnd 5% t:.lL 1'.) ' the La ii1 lltlloltod pur capi. LaI'() IWh in 8 5/8 I 'oo t1 coluS I 

l)pr"' yar'iA V by only I U1L1. of 289 hhioiui.w. olds Oil oUr' .LUIIn)le,to,_ig rair 

teeii yed under MR during a-l L ot 1986/87 a'iiouLtted to 2% onIl.y. [ 

compared w th overall. ariUal 1ooig.'ain cuuulmptnpion per capita of 

the sample (i ric] ud ing both households that received MR support 

arid those that didn't), Mk musit have even a lower visibility on 

rlra L household food btlajices ( ,section 2 . 3 . E Lig ibi 1.i t y has Lhus 

become less and less important as a concept. 

DPL Versus Effective Screening of Poorest hal.f 

Eligibility condi Lions are denominated in terms of chow

kidari. tax cnt.-off itsItS, of uj:to 'lk.10 per year. These condi

tions are enIore!d on the strength of the DPL. The basic data 

about the .txaLbility of various rtura]. houseihoIds contained in D)PL 

are 'reqlucrit.ly colLett.ld by chowk idors, whose saLarie; are go n

erat e by th, )roc:-uits of tie La\. Thlis body or data is rela

tively inexpensively collecLed and put into use. It is, therefore, 

of some sign.i f icanoe that the e.igibility conditions themselves 

http:budgeta.ry
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are quite suitable. The tax cut-off marks for 'A' and 'B' cate

egories appear to sort out the poorest 50-60% of rural households
 

(section 2.3). Of 13725 households in the eight unions owning
 

upto 0.50 acre of land--and may be te,.med functionally landless-

89% are in either 'A' or 'B' categories. Of 3441 households with
 

between 0.51 and 1.0 acre,72% are in either 'A'or 'B' categories.
 

DPL correctly sorts ouL households with functional landlessness
 

or marginal landholding. On that. score, it is doing an adequate
 

job (section 2.3). Earlier critiques of the utility of DPL on the
 

ground of datedness, though factually correct, understated the
 

usefulness of the informal information network at the disposal of
 

the UPs in the matter of DPL.
 

The limitations of the system of MR have to do not so much
 

with whether the eligibility criteria are suitable (they are) or
 

with the controllability of proper classification (there is
 

controllability) as with whether, and to what extent, MR dealers
 

can be prevailed upon to lift MR grains and distribute them ac

cording to the law (section 2.3).
 

Urban Bias of MR
 

This study confirms, once again, a conspicuous urban bias of
 

MR (section 2.3.2). On a per-card basis, pourashava allottees are
 

allotted relative to those in the unions 4.6 times as much.
 

Because of a higher lifting-to-allotment ratio, pourashava
 

beneficiaries fare relative to those in the unions on a 5.54:1
 

ratio when liftings are used as basis for discussion (section
 

2.3.1). Higher lifting-to-allotment ratios are due, in large
 

part, to advantageous handling commission meted out to pourashava
 

dealers relative to those in the unions. The view that MR is the
 

step-child of rationing in Bangladesh, and rural MR the step

child of MR, remains as apt in 1984/85-1986/87. (This coinage is
 

due to Chowdhury et al, 1986).
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MU and Regional PrioriLisation 

The higher the average distress level of the districts, the 

lower is MR al.lotmenLt (andiliting,too) per card (section 2.3.1). 

District regression results indicate that MR lifting (by MR 

dealers) per card always has a negative coefficient on distric't 

distress factor (sec.ion 2.2). This was true both for rural as 

also pourashava rationing. This means that districts with low 

di st re,.ss I eve s i, i d1 o t.t.ed--and I i I"t.-- I a rge r quannti t.ies of 

toodgra i, s per card tIan districts with greater food risk levels. 

As against a clear iml)erati.ve fmr repriori.Atising the entitlements 

of vulnerable distr icts in MR, a deprioritisation in fact takes 

place. 

Consequently, MR remains unfocussed, both in terms of the
 

de _ee, as also the l ocat ion.on of poverty in Bangladesh, even 

though this remains the only monetised channel with the poor as 

its de jure constituLeRicy. 

Household Budget and Modified Rationing
 

Section 2.4 was devoted to 

i) the consuLmlption patte.rn of the households in the study 

area; 

ii) incidence of MR on household food balance; and 

iii) the incremental budget importance of wheat and atta of 

consumers with varying degrees of income. 

Expenditure on food constitutes about 78% of the total. Of 

the total expenditure on food, rice and wheat account for about 

http:patte.rn
http:iml)erati.ve
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43% and 7%, respec tively and the rest by other food items. 

Households in the 1ower qunrtiles spent a higher proportion of 

their income on rice and wheat,those in higher quarLiles spend 

relatively mere on non-staple food items. The higher the absolute 

income per capita, the higher was the absolute expenditure on all 

items except atta. Atta has a negative income elasticity in the 

highest quartile and positive income elasticity in the lower 

three quartiles taken together. This is also reflected in the 

negative marginal propensity to consume atta in the highest quar

tile as compared to positive marginal propensity to consume in 

the lower quartiles. These demand characteristics of atta make it 

ideal as a ration commodity (Table 2.15). 

Incidence of MR on household balance sheet has .been dis

cussed in sub-section 2.4.2. Expenditure on ration goods repre

sents only one third of one percent for the bottom 75% of 

households and less than one fi rth of one percent for the fourth 

quartile.Expenditure on ration appeared insignificant even when 

expressed as a percentage of expenditure on cereal alone as 

against total per capita expenditure. Its share remained less 

than one percent (see table 2.17). 

Whereas landless households (defined as those having less
 

than 0.5 acre of land) represent more than 54% of the total, only
 

18% of them have ration cards. Our survey results indicate that
 

only 3.8% of them have received any ration in 1986/87.
 

Incidonce of distribution of ration, in the form of wheat as
 

opposed to atta has been discussed in sub-section 2.4.3. It was
 

found that wheat distributed through chakkis represents about 14%
 

of the combined atta and wheat distributed through MR. 

Assessment of MR as a rationing channel has been give" in
 

section 2.5. It has been observed that the gap between the amount
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lifted 	 and the amount distributed was ve.'y large. Nearly four

fifths of the wlheat Ind three-fi'Lhs of the ri.ce alloted to the 

MR dealers appear to have leaked to the market supplies (section 

2.5). Distribution under MR immiog L be iei i.c i atry households was 

verty, Ve0ir*y i ir re(ItueliL (not. more tLhan five times iri the whole of 

1986/87 on our tmp It! ) (. tIiLn 2.7 ). Avit' get quiLM IlttV di s

tiribu t.ed to a beiwfIiuiary hiousehold pt- r transac-Lion worked out. 

at. sIAi.ghtl.y above 5 kgs. (stion 2.7). 

The iIurn be - o Itti oni cItrIds issued doe(!s 1iot have any co r 

respondence w i. Lti the prevaiJ i ng state of poverty in an area.The 

•rnulbt.l o f houselt)1.d s w i t-h l'a L i ot ca rds cois t i . lIes onI y it lli.c2'o

scopi.e ln oIII Ly of the to t [ . Th is reduces lIte forCe 01' 1.ie iill

perat. ivu of the coiw. iina t. innl of' MR. 

Sect, jun 2. ha1s billen d!voLt to overviw t' the x[).r'ieirce 

gathic'cd in li l mind .O l'i i.(.1'0iiiin of' l il 1'0i N l Iot'l' 

gul. iiv. (-'j ' i 'Tllii j irl have'!w .l Iwt!r, o N.idil ''),jc"cl. hidii beell 

(I;i sclu~i5(' 'lIi 111n'',, t.LhtiI'0,iing ii'rct iced i ii I idia hasg) 	 4 

be.. 'i' . Tunti Nad t. 

appropri aLe to iaiglkidesh coil(t ,iolis becauie ilk OiLS coilnt.l'y the 

a so 	 IItf') Th'Iw hii. l p'o,jc is, howievei ,- ur'y 

f' t.lie L'lllli is is ly , -.!i1tag i t ule 1)'to %at. l arv'g 

I.11 st!.c.c L ig a se I f'- ta rgl L i ig corui iod i Ly rL' e r elice haS bUe iI 

made to Lt.e s t iuated ilCOlie U..lAsLicity Itid mlaIrgilial budget share 

found 	 in the case of' wheat and iLta,. Cons ider.ing the SULVeY 

as '.g AIJi' S icccf i'Ii )0% sIitbsi hasresu L1. , s .'l)10t i Iv of' ze ,it. dy, it 

been co l I uded lili zt carn hi: iix tro, nced as a I en(d ilig CO ll) i1llL 

wi. L Lao eX)L 1 t. IhkAL wi.llii L t . 11aI ' ill (!i Lii. aiisin. is eXlI c Le d Liii 

self Larget the poor. 

S c-I Si(!,I i t is adVi 1i.i agemois f'omr the viewpoi nt of both MR 

dealers arid households -if large voIumes of ration foodgrairrs 

could be Lrarisacted per transact,ion. lowever, where the poor are 



concerned, there is a fine tension between gains of large-volume
 

purchase, and the opportunity costs of carrying stocks in terms,
 

of consiunntion of other items. Prevailing MR distribution is very 

infrequent. Average quantities are very small. Without expanding 
the activity of MR, or raising budgetary subsidies, from current 

levels, it does not appear feasible to significantly inc-iase 

distribution frequency or volume. We do not recommend eithev of 

the latter options (section 2.7).
 

Localization of distribution centres has been discussed in
 

section 2.8. It has been concluded that the most suitable dis

tribution centres will be ones which the households visit in the
 

course of their ordinary business of life and not specially for
 

the purpose of lifting ration. Obviously such places are the
 

market places in the countryside. The prevailing MR system has
 

accommodated this principle wherever possible, and further im

provement does not appear likely to materialise without major
 

commitment of investment resources. We do not assign
 

high priori ty to such a course in the service of such a goal. 

Socio-economics of the Institution
 

of MR Dealership 

MR dealers possess entrepreneurial qualities and have educa

tional background comparable with those in chakki business. But 

they earn a negaLive rate of return on the capital invested in MR 

dealership. 

Despite the negative rate of return obtaining in the
 

business, the number of MR dealers has increased between 1980/81
 

and 1986/87. This raises the important question of how they
 

survive. An attempt was made to answer this question (section
 

3.4). It was concluded that the following either separately or
 

collectively or in combination explain the phenomenon: 
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a) The MR dealers have other business(es) for which they
 

use the .same premises, capital, manpower and other 

facilities; 

b) The (ean ers divert. a sizeable portion of their allot

mert to the open market. They, thus, seek to improve their 

financial. position, as against the loss frequently incurred 

on the portion they selL to the households inc luded in the 

DP,; 

c) 'Tile d(on er:s often take out more foodgrains from the 

gove rniimentL godow s than the i r all otmlllents , in connivance wi tL 

gouowi| staff. 

d) MR dealF.s Lake unfai.r advanitage of short weights at 

the expense of ration receiyers. 

MR dealers consider chakki owners as harmful to their busi

ness .Witere.t. Ihis is in sharp contrast to what chakki owners 

think about. MR d.ilers. 

AceepLuhbi.1 i .y of mai ze at 10% subsidy is cons idered probable 

by ,osL MR dua i.e r. 

SoCio-economicti of .he Approved Chakkis 

Chatkki.s are not con!fined to wheat mil ing alone. They also 

mill paddy and spicus. 

Government allotment of wheat under MR constitutes only 

2.05% of the total wheat crushed by an average chakki And repre

sentLs l.ess than on1e percenL of it.s annua. turnover. 
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Chakkis are functioning not only as an integral channel of
 

PFDS but also as complementary to other modes of PFDS in the
 

sense that wheat received through other channels are taken to
 

chakkis for cr"ushing. 

The capacity utilization of chakkis is rather low. It is,
 

therefore, evident that no additional capacity will be required 

if government. decides to chainnel inore wheat through chakkis. 

Chakki owners perceive the coexistence of MR dealers rather 
beneficial t.o their business interest. This is contrary to the 

view held by MR dealers about chakki owners. 

ChakI i. owners rate that a favourable consumer reception of 

maize dLstr.ihuted at. a 10% subsidy would be quite likely. 

Alternatives to Modified Rationing
 

By alternatives to MR in this study is meant alternatives to 
conventional MR (i.e. the distribution of wheat and rice through 

the instrument of MR dealers). 

Overlap between Ration Channels
 

District-level regression results,presented in chapter 2, 

suggested that the inter se relationship between MR on the one 

hand, and the other appropriate channels of rural rationing is 
not. one of Lerrittorial. over lap but of' trade-of" (secLi on 2.2). 

Analysis of household data for 1986/87 confirms that there too 

the relationship is one of a trade-off. Overlap therefore does 

not appear to exist, either at the district or household level. 

The problems of ri-ral poverty that is for MR to address (in terms 

of direct conveyance of subsidised foodgrains to the poor) is not 

made easier due to any overlap with channels, fortuitous or not. 



14
 

Regionalisation of Distribution 

We have argued strongly ini favour of regionalisation of 

priorities ro distributi oni. ''hiI is done main Ly ont thte ground of 
equity. Location and geography obvi ously matter in shaping how 
rural people can lake advantage of or are buffeted by the food 

system. This theme has now integrated into the characterisation 

of the problem of poverty, as also into the forging of poverty 

instrumen ts used, in Bangladesh. The MRR and WFP has since com

piled upazi l.a level distress r-anks which now inform foodgrain al

location ini FWP. Bec ause iupaz[i.as d iff'er i. thLlre ir proneness to 

fam i ne cond i ti on-- the lat Let being closely related to the 

distr'ess l eveIs--a came for 'e p rioritLi.si.ng the entitlement of 

famine-prone upavilas in MR has been argued to the deprioriLisa

t.ion of di sritbuih.on in non-frm into,-prone areas and in pourashavas 

(section 5.2). A [ormulaic specification of the reprioritisation 

has been included (section 5.2) b differentialBecause unit 

transport costs to the disadvantage of union-level MR dealers and 

rural ehaklk s i [a rgely respl)O,,iible for their Lower liI'tirng-to

allotLinent ratios, a differential in issue prices of MR grain in 
their favout- to the tune of :3-4% .is reco,,mmended (section 5.2). 

Such a duarliLy of pricing o1 MR 'oodgajuin is administratively 

feusi.ibl.e, and desirabl.e., equity-wise (MR dealer's would be left to 

deal only in MR r ice in pu rasihuvas and unions.). All the inputs 

prerequisite to the formu].atiol are arguabl.y easily available to 

DOF oF'F i ci als . The transition to a geographical ly-sens i tive 
distribution-modality for MR will not likely be administratively 

too cumurI| OmI(± (seuL ion 5.2). (r"course, it is recognised that 

the reproi"itisation will. divrt additional grains in to more 

vulnerable regions, Won't it, be plagued by possible mismatch be

tween higher al.lotment and a deficiency of capacity to buy? It is 

argued that reprioritisation will likely lower prices in vul

nerable regions. Because of high budget share of foodgrains for 

http:sritbuih.on
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the poor, the income effect of lower prices would take care of
 

the said mismatch.
 

Alternatives to MR
 

Alternatives to MR are defined to include reforming conven

LI.onal MR, a s well an suggest ions of altogether nrw instiLutionn] 

formats for carrying on rural rationing (section 5.3). The litmus 

test for what is a reform includes: a) the inclusion or promotion 

of a commodity with greater self-selection of the poor; b) a form 

of distribution that increases self-selecLion by the poor; c) 

reprioritisation of poor regions; and d) a movement from general 

rationing to direct LargetLing (section 5.3). 

We are against any attempt to prop up conventional MR
 

through, may be, the institution of a more current and accurate DPL 

together with the institution of a greater degree of DOF supervi

sion at district level of MR (section 5.3). This is because a) 

DPL does an adequate job, cost-effectively (a much more accurate 

DPL would be a costly affair); b) unit budget subsidies have fal

len (and should stay low), which does not make it worthwhile for 

anyone to raise the stakes in favour of control by usually costly
 

administrative supervision; c) there is not a good deal of under

utilisation of administrative capacity of DOF officials at the
 

district levels and below (section 5.3). In short, it is argued
 

that an artificial resuscitation of conventional MR is possible
 

but the benefit-cost ratio of such MR is bound to be low.
 

Chakkisation of MR Supplies
 

We recommend that 100% of wheat allotted to MR be dis

tributed through the medium of approved chakkis wherever such
 

chakkis exist (except in four districts where something else is
 

recommended). This is because, first, "chakkisation" means
 



ill~~~HR 1 iIIgA1 d 1 y 
~~b f ue(r a Lo ,a1 oa1 -e s e y~-L 

53. 1 G~ e o ap ~-tre ig easi e r to secure with th 

3'. chakki~s* Seco d race wit silai 1 , V-1 um o4~f~'ui 0. 

~high t.1w1 po r tihe; 1ance Ko Lae C0rv ntas Lcoss, hadvanC~ f 

: fooldgai stcssln'hn hat is ill adapted-to circujstar'ices
of the ly: ~cahs trappje d' 111rhi~pe,poor Kr urh UJ8.o1 

Chai nki a oviaes hisproblemi in thiaL,whiJle, ollakk, S 

1hequently providing~ credit L that. Thls IatrIi ii to e 
ability of the poor,,ito stabilise consumpion . 

Theapprehension that chalki.oiwners will reprpr L'-the4~ 

-subsidy that is~ meanit for~the, rural poor ha--.,been arS,'e '
 
4 'Aanalysis, of the level, and vaiblt, 'o f;.~ ' u
 < 

cors rice) showed that -the~prc'dimcs__ibt~,iiir,,':t" ",'.ie~ 

-1)L-fitswer fOLndto, be reasonably 09 peLJti'vJ-)r Thterri rned 
x5F.3.(section- 1) 1,t i 4tgzin:7L iits ~bicklop thSt ;I~j'SV e'y' 

significan't t ha t prove c hakk~is' dperd, for. no move thandniv4 2% 
oftecuantity of wheat min1li,& on Ca]IfoLnIents 'nid ~MRer '-'"FF 

-we5 I i a~ l , F~ o ''d I e1.'5''IF'5 )F4r~ 'F5F [ 

F- F-'k F1 4 * 5 ~ F ' 7 ' n~~d-,' .6 f,' 0' ' F " F ~4' ' ~F F ~F ~0 r F F ~ ' F ~ ' ~ ' 

temi6i-l'f d a i s.i 1, Vdr'TI L Ip oo' 1 -h a .- 't "P i ft 

owrnd.a~no -sote v s h C)PUTp 'ae -1~pen,o e 9 

fo d r ii-.- am ng Bank{GB Lds Lk 0.L~ 5 coup(afatI'vesiicdou ec'. "h an0 r 
"o 
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in four districts of' Bangladesh on a pilot basis. GB has a well

known track record of correctly ascertaining land ownership of
 

poor households, and is creditted with innovative organisatioA
 

formulation in that regard. The operational idea would be 
to
 

issue foodgrain to FDU for distributioi in four districts where
 

GB has had at least five years un investment. FDU would have the
 
advantage of dealing i., foodgrain over whole districts. Economies
 

of scale in distribution will be available to it. Of course,
 

resources have to be committed to the creation of We
the unit. 


believe that the marginal investment of resources thus implied
 

(as compared with the status quo of leaving convertional MR 

intact) can be paid for by the scheme Lirough economies in 
distribu'" .,,'e successful targktting on food balances of the 
poor whLch in turn generat.c:s greater demnid for food and other 

manui'actured goods etc. 

Updating of )PL, 

As regards possible criteria to be .ollowed in the prepara

tion of DPL, ',he existing D"L, although prepared on the basis of 

the chawkidari tax payment on the wi-ole, reflected the level of 

poverty measured in terms of the level of landholding (chapter 

6). Existing DIPL was functioning well despite its datedness. 

There is no denying the fact that the i)PL on the basis of 

landholding records may provide a somewhat better basis regarding 

the level of poverty, But it- was considared costly, and would 

likely have low benefit-cosc ratio owing to the limited coverage 

of MR in the rece.it past. Ultimately, a full -fledged census of 

].and ownership may not provide us with more reliable information
 

than we have in the DPL. 
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Chapter I 

The Objective and Methodology of the Study 

I.1 The ObjecLive of the tLudy 

The terms otr reohr n. oF Ih]is study may be examined in the 

following, To quote 

a. Review the MR channel of PFIDS in the light of the find

tigs of the earlier study and recommend measures for making 

MR an effective ehaz nel in reaching the intended bneficia

ries with subsidized foodgrains. 'hIs would require in-depth 

anL.lymis or Lhe all ot. L L't process ol loodgt'ains for MR, 

setting of eligibility riteria for various catagories of 

recipiients unde v the channel, types of staples to be offered 

through the channel with par't icu lar emphasis on self

t.rguti.ni g . ntplvu 1 ik e mni' . Itlem i ry arv -nN ILhuL. netd 

further strengthening and explore sui table d stribution 

ceniters such as exist. ig pel'nlzanenLt.omit 1 ets located in vii

i age markets. Determ ine tihe most feasible frequency of 

di tr i ut. iobn, i .e. week ly/forin i.ght ly/miunt.hl y and the 

Iot-size to be offered each Lime. 

b. IdeniLty methods olher than MR to deliver subsidized 

1.oodgra ins Lo tihe r'ura l poor'. Design proce.dures arnd rippro

pri.aLe guidel inu for expl.or'ing such al ternative means of 

de loi.Vering food. Reg i onal i 't. iloil of the channel may be 

looked into and overlappi nig o' di 'f,,'renL c.t ainn il s be 

eli mi nated. 

c. Recommend ways and means for updating the existing Dis

tribution Priority (DP) list which has not been updated 

since its preparation during the late 70s. Provide necessary 
'methodology and guidelires for conduct ing the task of updaL

ing the DP li.sL.Unquote. 

http:ly/miunt.hl
http:t.rguti.ni
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It is worth making a few observations by way of highlighting
 

the more important objectives put forward in general terms in the
 

above TORs.
 

First of all,this is a study about the character,modalities,
 

consequences and limitations of Modified Rationing in Bangladesh
 

primarily using cross-section data relating to rural households,
 

MR dealers, owners of atta chakkis in rural areas, and a sample
 
of foodgrain dealers.In short, the objective, in part, is to
 

assess the MR as a rationing channel from the viewpoint of its
 

overall MR distribution operation or rice and wheat., of i ts 
effect upon food balances of rural households who are eligible to 
support, of inter-regional equity implicit in the distribution of
 

MR foodgrain as between rural and urban 
areas.
 

Second, the objectives of the study include the examination
 
of the desirability and feasibility of reforming the system in
 

terms of its inherent capability for poverty targetting. Alterna

tives examined must include changes in the distribution regime,
 

in the mix of grains as also in the forms in which they are
 

distributed, in the regionalisation of the distribution, etc.
 

Third, the objective of the study is to examine the 
desirability and feasibility of the Distribution Priority List 

being made a more sensitive, accurate and current tool in the
 

service of a more equitable regime in MR.
 

Fourth, to make a number of 
relevant recommendations about
 

the MR.
 

http:dealers.In
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Although the cross-section character of the data underlining 
the study is readily conceded, we have made use of what we have 
thought- to be rul'ovan tiiie-series data ill obta i ning a b-t ter 
tind:r'st;Inrdilng of cor'tajin su i 'r Iior'glee.iLed di ilris im1is of MR. 

1.2 Met.hodology of the Study 

The study is sustained by a mix of primary, cross-section 
data or: t.h- one: halld, anld t.i lie-.-iries datit orn tht: other. Pr i mary 
data have been generated through four sample surveys conducted in 
eight rural. unions, purporting to represent all- of the four divi
sions of the country. These are as follots: 

a) Surve!y o. 289 rur'al. households drawn from a stratified 
cU., u.,ie enimeration urf households in these eight unions. 

b ) Survey (f 27 MII dal ers 

c) Survy of' the: owrners of 33 att.a chalkkis. 

d) Survey of 40 foodgr'ain traders. 

Secondary data used include a) country-wide offtake under 
various rationting channels 1972/3 through 1986/7; b) foodgrain 

prices, ex-ration and in the market (for coarse rice- and wheat); 
C) harvest, price index; d) real wage index; e) disl,ri(:t-wide ( in.w 

disLri.-.,) allotment arid offtal, in MR, RP,(1P and LE in 1986/7; f) 
district-level distribution of rice and wheat under FFWP, VGDP; 
g) di.strict-leve.1 nlumber of' MR clairds in 1986/7. 

'rhn.. hing-piri of tie p- nimary da.i ger 'ratLed for the study 

happens to be the househould survey. We shall , therefore, present 
he-re its sa1ien t 'eutu r-s 
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1.3 Methodology of tek lousehold Survey 

All 64 new districts were first. stratified in terms of 
foodgrain dis tributed per 1000 polulaLini undar FFWP in 1986/87. 
For diHOr'iict.5 in (1'lh divihion, IsL and 3rd quar.ties were 

estimated using FFWP foodgrain per thousand population. For each 
division , t4o dHl~ri. I. were raiindomly se Ilted, one from t'i rst. 
and the other r'rom Lhird quartle. Because FFWP activity c:loseuy 
corresponds to terriLorial d i rfreren.ials in the degree of vul

nerabili,t.y, thi.s procedure is likely to give the sample repre
senLaLi veness in terms of L.u:rri.t )oialvariation or poverty in the
 

country. Thus we had eight districts. From each or" them, 
 one 
upuzila Wais ,',,,,doil1y se le. e.,. ene tor resul tinrgFr'om C1 Lhe e ighut. 

WIsupazil. s, one uno wlla se I etl.d uon thv, .aris of eonsul tntLions in 

the f ield by the research team. The idea was to setlect 
reasonably accessible uniors that were more or less repre

sentnLaive of the upaz ila as a whole. 

Having thus selected the unions, a complete enumeration of
 
households in tlnem was carried out. Land 
ownership, household
 

size, possession or ration cards were the 
 three variables 

covered by the census quesLiornnaire. Households in the unions 

were stratif'ied in terms of land-ownership. The desired sample 

size of about 290 households was prorated within the eight 

un iors oil t he aLS is of populatio shlrea.. For each union , the 

sample size thus arrived at was prorated among land classes. 
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Chapter 2
 

A Review of Modified Rationing 
of the PFDS
 

An OverTiew of Basic 
Trends in Food Economy
 

study is about reforming 
rural rationing in
 

this
Of course, 


can not do without a 
perspective about
 

But even this
Bangladesh. below
Isolated
economy. 

basic trends in 'Bangladesh's

food 

some 
 viz. foodgrain


of the food economy, 
macro aspects
are three 

ratio and rition-to-market
 

offtake-to-availabil.ity
availability, 

"he insertion of this body 

of results has two key
 
ratios.
Frice 
 about
 sense of perspective
a
the reader has
First,advantages. 


our primary data relate--both 
in
 

3ar to which all
1986/87- the 

in the recent past.
the years

also .n relation to 
itself rncd 

a clear picture about
 creates 

the prbe ratios specially

Second, 
 through
effected
the deliveries 

the rapii de-sulsidisation 

of 


PFDS' moretisedchannels.
 

this chapter presents foodgrain 
availa

in the
Tablt 2.( 
 for
 
off talavailability ratio 

and ration price 
ratios 


bility,' 


1972/73-96/8'. Following 
conclusions suggest themselves. 

First,
 

While
 

food availabiity situation 
does not elicit any optimism. 


rate of
 

aggregate fbodrain availability 
has gorwn at 
 a trend 


totally
has virtually
growth

per ear, population
2.95% 


per capita foodgrain availability
 Consequently,
neutralised it An
 

has grown a. Etrend rate 
of insignificant magnitude 

(0.23%). 


per capita availability of
 
to explain


attempt has ben made 


is closely related to apparent 
consump-


Axilability
focdgrain. 
 income
depend upon 

tion. Theory~tates that the latter 

should 

The latter
 

(INC), priceiP), urbanisation, taste evolution, 
etc. 


a trend variable
 
subsummed into,say,


21ass of vaTioles may be 
of what the
 

can also be construed in 
terms 


But avaLf.oility
(T). 
supply. In a short-run analysis, 


when the
 

food systenr miages to 


n supply may be ignored (on the ground of the price
 
price effec(t 
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response not being substantial), supply of foodgrain may be
 

deemed to depend on domestic production (PROD), PFDS offtake
 

(OFFTAKE) and trend (T). This time, the trend variable would, of
 

course, likely correspond to some other underlying variable, e.g.
 

the diffusion of the high-yielding-variety technique of culti

ivation. We may now look at the results (everywhere in this
 

report, we follow the convention of presenting t-statistics 

beneath estimated regression co-efficients). 

AVAIl, = 389.9+0.157 P-0.098 INC+3.78 T** R 2= 0.39
 

(.33) (.82) (1.88)
 

AVAIL = 16.9+0.883 PROD*+1.194 OFFTAKE*+0.216 T R 2 =0.86
 

(5.1) (6.0) (0.6)
 

AVAIL equals aggregate availability of rice and wheat
 

Quite clealry, the data have not established a demand
 

relationship in the first equation presented, both signs of price
 

and income variables being perverse, given the low levels of per
 

capita income in Bangladesh. In the demand-type relationship only
 

the trend variable is significant, thereby highlighting the sig

nificance of perhaps supply-side variables of a kind that can be
 

subsummed within a trend.
 

The supply-side explanation of availability is much more
 

adequate, as is to be expected. While PROD and OFFTAKE are highly
 

significant, we note that the trend variable is insignificant.
 

The two sets of results imply t.hat the modest gain in per capita
 

availability has been driven by supply-side forces. Of course,
 

that is consistent with a tepid growth performance of Bangladesh
 

economy during this period. 

http:INC+3.78
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adversely affected by the very considerable de-subsidisation
 

between early 1970's and the early 1980's.
 

The final aspect of the food economy of Bangladesh focussed
 

here is the evolution of the structure of the PFDS. One may at
 

this stage examine the information in Table 2.2. Several comments
 

are in order here. First, of various monetised channels (SR.MR,
 

EP, OPLE, FM, OMS, MO) virtually every one has suffered varying
 

degrees of decline during the period under review, except EP and
 

OMS. The deepest cut has been imposed on SR. The second deepest 

cut has been imposed on MR. OP has fluctuated a good deal, with 

an overall tendency of a lowering of its percentage share. OMS' 

share has been steadily rising. This is emblematic of the 

increased emphasis being laid on the price stabilisation, as op

posed to rationing, goals of public foodgrain interventions. The 

relief-cum-developmental channel of the PFDS--FFWP--have 
enjoyed
 

a conspicuous increase in its relative share. This is,to our 

minds, one of the hopeful aspects of the PFDS evolution. The
 

grains distributed under it are successfully targetted at
 

ablebodied poor men and women who can do manual work. 
 Several
 

independent evaluations have creditted FFWP with having reached
 

the poorest. cf rural households (Chowdhury, 1984). VGD--another 

relief channel--with a small but growing relative share-

represents direct nutritional intervention upon food availability 

of female-headed households. This, too, is typically successful 

in reaching a large number of very poor people in the 

countryside, (although for every person so assisted, there are 

anything between four to five other who are eligible for such 

support but in fact rec,,ived none).
 

Between them, the rising volume of FFWP and VGD activities,
 

especially under FFWP, have resulted in a very slight increase in
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what has been cal. ed rural-pronuness of the P) in more recent
 

yearsi (Chuowdhury, 1986). Thlere has also been an improvement in 

the infrastructure of implementation surrounding the creation and 

maintenance of rural inf'rasLruchLuve through FFWP. A devel.opmental 
channel of the PF'DS, such as the ,'F'WP, will likely frequently vie 

for resources with more e.litisL monetised channels, like SR, EP, 

OP, ever, MR. Resources committed for distribution under these 

chanel1 s have opportuity c-,ost in terms of cost -e.f'fecti.ve an V 

infrastructure building possible through FFWP. DeIiberations on 
reforming MR can not af'ftord to lose sight of this conflict 

between monetised and developmental channels of PFDS.
 

2.1 Eligihib ity Criteria 

Modi I i ld Ra t i ()ini ng was 'irs t ititrofI.u ed a/i i sepiar..t.e 

(on(uit of the P)S in 19. ]1.s sLated objective has always been 

to direct. some 'lo)on :subsi(li S,sout side of the St ,atLuLory Rat. ion ing 

jSR) area.s or heyond any of the groups o)r" the population assigned 

priority in raLi.oning.2 Distributioni Priority Lists (DPLs) are 
prepared on the hasis of' househol d taxes for local governmenLt 

institutions. louseho lds are then put into four categories.
 

Quantities of subsidised rice and wheat,determined within the
 

overall allotment1 to MR, are distributed to households belonging
 

to 
the two botton categories. 1-ourashavas (municipalities) and 

the Union- Plyrishad:h (UP) are the t) Clca.-gove'rnmenl types that 

classify urban and rural households for this purpose.In 1983/84, 

it.was es Li mated Lihu. ahou L3 1% ,"r MR foodgigrat iiis were n1is tz'ibuLed 
in the pourashavas in Bangladesh. The remaining 69% was 
distri.bu ted through 'the medium of Ups (Chowdhury et al. 1986, 

Table A9. 1) . In rrr'al MR, unions are the relevant terri torial 
unit. AI.l households wi thin a uion are classified by the 

.howk nyir ' Iqtx" paid per year, into four categories.ln 1981/5, 
households paying no chowkidari taxes were in 'A'eategory; those
 

http:distri.bu
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paying less than Tk.O were in 'B' category; those paying between
 

Tk.ll and Tk.20 annually were in 'C' category; those paying in
 

excess of Tk.20 were in category 'D'.) 3 While households in 'A'
 

and 'B' are eligible to receive rice and wheat ration, those in C
 

and D categories are eligible to receive sugar, edible oil and
 

other non-cereal items when stock levels permitted.
 

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. In 

reality, however, entitlements within MR are de jure concepts: as 

the MR quantities are predicated on availability, the Director 

Genera]., Food, is frequently required to make such distribution 

commensurate, among other things, with the stocks remaining with 

the government after the requirements of priority categories are 

Met. As it happens, the distribution in the MR takes place at 

well under maximum allowable rates (Chowdhury et al., Ch.9). 

Besides, the frequency of distribution, too, is much lower than 

the stipulated fortnightly interval. 

To cover changing modalities of MR is, in part, to treat its 

changing constituency. A full description of the changing MR 

constituency has been done elsewhere (Chowdhury, 1986, Appendix A 

and B). It may be noted in passing that, by about 1978, a large 

number of beneficiaries,with employment or social characteristics 

such as gave them public importance or populousness,had 

the~aselves reclassified out of MR and into priority beneficiary 

status. The poorest and the least cohesive among rural and urban 

population presently constitute the de jure province of MR in 

Bangladesh. What actually happens in MR in terms of its impact on 

the food situation of the rural poor is of interest because of 

this fact. 

We need to understand the MR activities in terms of the 

offtake, and of lifting by households, of foodgrains allotted to 
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FIR. Eslpecially, it appear's to us, we ned to model the off'.Lake 

dee ihi oi in MR. 'Ph i iii o IWO'eaUoni t.he 0 F' I' Ith (l00ii1ii01 i11 
germinal in determining how MR activities relate to wider
 

economic variable,s, e.g. wage Ie.vls, p'icCs, average inc mus, 

etc. An eifforz't has been made in the fol lowing pages to present 
modtls of the( d Lion t"or'ftak, uidei MR Bangladesh.tliiLnai Oi in 

2.2 Allocait In oC Fo J i ns:rocen ld a. 


2.2.1 A Model of the Determination of MR Offtake
 

'huc obhjectiv e ini tLh lo iowinig par,grap bs is to give a sense 

of whaL determin.ies of' Lake in MR. Because the ]i1:' ted proportion 

L)f MR aLloLmncr has a degrete of' variance, it is proper Lo treat 

offtake ai a tiee ion var'ileI,. In the pailaice in vogue at Lhe 

DOF, while.e allut*wnt. unde:r SI?, OP, EP, LE and FM Lend to be 

fe repr'esen t lessrela Li. y t'i xed, and more j r predeterm ined 

demand, al loLmvL t. idrile r (()MS arid) MR are not pr'e-deL(cmined: 

Lhey Lend to var'y.As ,a re sult., (It Lak t.o Il :xLe nL, a argeri' Lhan for 

allc tmer Ls for a I Lo tlienri Ls , Ir Lhese two chianIne].s Lend to be 

i nflten._ riced by evolving C iJrctuisL lice.s i n a year'. This malikes e- sea 

For exploring causalities ur MIR of' Lake. Such an exe'cise is not 

jusL orC an .ieatcn c Some its will usedutmie int.res't.. of res ul.L, he 

later in F'orgiig a rtfo'rmed mR. 

The cxerci.se( is aL:LempLtd both uL aII econiomlly-widc, as also 

distri[t Tlqe 

disttLricl,-Ie vl is p)rovi-ded by the iollowing: country-wide of Wtake 

for i year is a sum of varinale mont hl.y off'lLakes, and Lha L the 
Former I')' it moith is it sum or offi ake for i udividnuil di triCt., 

The underlying decision agents in the model are, for the most 

part, the MR dealers. The territorial, unLt in this model is t.he 

district. (We shall be watching out ii"district results lend 

support to ecomy-wide r'esults.) 

at a level. irationale for disaggregation into 

http:cxerci.se
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Before proceeding any further,one may anticipate a question:
 

what is the real merit of any explanation of MR offtake if only a
 

small part of it is known to reach households in 'A' and 'B'
 
categories on the DPL in villages ? A related question may be:
 

shouldn't the really interesting thing be to understand how the
 

quantities acLually li.fted by households in MR are in fact
 

determined ?
 

We would of course concede that only a very small part of 

the MR quantities allotted to MR dealers or lifted by them 

actually rench households as intended (Chowdhury, 1988; see below 

in this Report). Nonetheless, one could properly argue that the 
existence, even pervasiveness, of leakage does not rule out the 

case for relationships between MR offtake and other variables,
 

rationing and otherwise. Offtakes have certain correspondence
 

with MR allotments. The latter are closely related to priority
 

distribution. For that reason, it is proper to explore relation

ships between off Lake in MR and other ration channels. This is on 

the supply side. On the demand side, decisions regarding offtake
 

properly respond, among other things, to certain perceptions of
 

price relatives, average incomes, etc. Besides, no one has yet
 

shown or can conclusively argue that incremental ratio between 

offtake on the one hand and distribution among the poor in the 

rural and urban areas is virtually zero. So long as there is a 

monotoiic positive relationship between offtake and direct 

distribution among poor households, there will be 
a case for 

explaining the former in terms of price, income and other sup

plyside variables.
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Explaining MR foodgrain Offtake:
 

the Framework of Analysis
 

NoImal ised MIR offtake (i.e. offtake per MR cards) is the 

depe zid .t 'v.t . in ti.is exurcise. Tho variabl.e is eva'Iuci td in 

two versions, namely curtert-value and first difference versions. 

Normal iiation avoids the pioleim of he teroscedasticity of the 

residutd.s. 

The following independent variables have been used. The 
ratio between retail ration price and retail market price is used 

as a price relative (P). (The ratio used is 
for rice, the retail 

market pri.ce referring to coarse rice. This was dictated in that
retail. market prices for wheat for various years were hard to 

come by. Also, there did not exist a self-evident procedure for 

deriving a synthetic price relative involving both rice and 
wheat). Percentage of offtahe in four priority channels (i.e. EP, 
SR,OP and LE) is included and abbreviated as ESOL. Quantities 
distribuLted through Flour Mil is (FM) were not included in that 
variable, in that it differs cui.te clearly from the other four in 
its retail distribution modalities. Percentage of quantity 
distributed in VGFP is used as a third independent var'iable. 
Percent.age of quantity distributed in FFWP, CD arid TR (.'FWP) is
 
used as a fourth independent variable. Each of these independent
 
offtake variables are entered in the equation in percentages 

relative to total quantities distributed in PYDS, other than MR. 
They have, thereby, been normalised. The other independent 

variables are average real agricultural output (AGINC),time trend 
(T), and real wages (W). AGINC is real gross agricultural value 

added divided by estimated rural population W, refers to real 
wages of farm workers in Bangladesh. (Both have been taken out of 
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Bling] adesh Bureau of Statistics, Statistical Ycarbook of 

-Bangladesh). 

What signs do we expect on these independent variables ? The
 

expected sings are indicated below after the abbreviations: P(-);
 

ESOL(-); VGFP(+); 1(-); 
 W(+); T(). The reasons for expecting
 

these signs are now briefly touched upon.
 

The higher the ratio between the ration to market price, the 

lower the attraction of the ration and consequently the lower is 

likely to be the incentives for the MR dealers to lift 

allotment. 4 The higher is the combined quantity distributed under 

the priority channels represented by ESOL relative to total PFDS, 

the lower is the availability of stocks for allocation to MR, and 

hence we expect the negative sign. 

We have no a priori expectations about signs of VGFP and
 

FFWP variables. It is likelier that the coefficients on these
 

variables will have negative signs, for tIe following reason.
 

Both FFWP and VGD 
 are targetted supplies of food calibrated
 

according to geographical distress factors. The higher the degree
 

of need, regionally perceived, the higher the ratio of FFWP and
 

VCD in district PFDS. These two are new channels whose activities
 

have been informed by the analytical perceptions of the 
government and the donors that in these targetted channels, the 

degree of food distress should primarily matter. In the MR, on 

the other hand, overall food is usually so corntrained that 

districts which receive priority on FFWP and VGD are marked down 

in terms o.f normalised MR allotment. It is also possible that the
 

representative depressed district is more populous, and
 

consequently has larger number 
of cards at issue. Because of
 

constricted availability of foodgrain in MR, this results in a
 

negative relationship between FFWP and VGD and normalised MR
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of f take. Presumably, a district lovel r2lationship may hold up 

well at an aggregate level, too. 

Harvest prices and real. wages are both posited as reflecting 

shot- -Luriii cha igul il buy ing J)() w r , itpl.1y of Lhe marg ina I / 

SM1it 1. )1oduu rs aid Of 1j~b)OL -st:.[ i g hCoUsehoIldS. T!:iu Vat'i.b.Les 
art., posited to have c iLher posiLive or nuga.ive co e'ri i uen .s on 

off take. Posi tive when buying power weakens the cash constraint 

of the ration beneficiaries, thereby arousing interest in their 

ration entitlements (which may raise offtake); negative if the 

buying power deflects demand into the open rice market, away from
 

the ration itself. 

l:irial-ly, the time treind is posited to take either a positive 

or negative sign. 

Interpretations of the results
 

Time-series, economy-wide regression coefficients are 

pre.iente(d in TabI.e 2.3. The degree of explanation is quite 

adequate. As expected, both the price relative and ESOL variables 

have significant negative coeff[icients. Real wages and percentage 

share of VGD have si gui i'i cant negative coefficients. These 

results give credence to the position that MR dealers take 

account of these variables while determining the quantity to be 

lifted, annually. 

In Table 2.3, the signi ["icant coefficients simIplest to 

rational ise ate ESO1.,, VGD and the price relative. The higher the 

ofrtaie i. iSOj, re.:]ativu Ltu total PFDS, the lower the availabi.[ i ty 
of foodgrain for distribution in MR on a per card basis. The 

ighe' Lilt! are of roo(Igr'in i all ot t,((d LI. VG I) , the I owe r isshi tI 

of rtake per card in MR. The ESOL coeffi cieirnt proves thai 

quAn 1.it.i.es distributed in MR per card is predicated on 
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availabil.i.tly after priority demands are met. The VGD coefficient 

shows tlhuL augmuen t L rig the impor Lance of directly targeted 

nutiri t. i a:i in t;erven Lion to ruach the very poor reduce.,s MR 

0fftalveIte0ric-pefr c'.f c.ent .',card. ici is nelgaive expected. 

ILs s i n u tuid:tl.i lit t hat. .<tiders' OtI''taAkoi duersi iorks , in:igi. i 

jIIp , I r l. tt, i.v, rat. ion- Lo-iiiac et priocs. WhoeniL.t],O! r.]tCot 

IuI)s i t% .i . ] . F ,Hi 1.tIt. u I;_ r c. rd .inc ras es . Doc: a se the MR 

dea I e r:' lianit I 112 !ingi s iit'e exogenou.ly determined and changod 

in11 -- i.,.t..l y , it. may he )t.,Lilt.,l 1.li-, .the increased MR acLivi. Lies 

ill slit:1i at LL_-.. i h I a vg u 1y ii t., L i \'a by Lho guai ri t. u be mautdt-

Lhroug', I eaf . 5 1 L is us i ble to argue Lhe clo.erIe aso pI-d that 

i ,1- ' 'a Li on p. i ce to the ilia rk e pric , t.ht. 1owe r the 

desi rauLlit.y of .1i.l'ting ration. Thal, may, iin part, be resporib i.ble 

for . l: ,wit.ne- I'e.LtL.iv o ient,l a.ive t'iiL 

One s i itni fi ant, negaLi ve coef'ic;i er L, riantely t.hat on W, 

is loeis easy to ratAJio!aiste, oven though it is cejrtai nly not 

impla .!-.ible. Tii a n :tIhi a 1. id ]. , the cc, e f i:i cn pturep s a 

shorr t , ( I'l-c ., I it' ral. w tgieii 0il fitlil rise, tli ol (t tdid for 

foodgrni,n shift_-:_ BIecause of the high value a t;t.aehed ly the poor 

to the, cri suml1 , ion of r ice (to which access is 'eI.AL.ive.ly 

dejt 1)i\ e , t..y l- IubiL . L it ! )u, el'u rreud dieL for iil'eri.or grailn 

whenever th,:-re i s a shor t.-run i wprovemeri t i.n their "11. il1 g 

ah i li ly . RLtioL I'u(dgVains are, evexi at the countryside, nut the 

fliOH I, ('I- 101 gL r 1 S9 .' en':e wh en ye i'V-"illC'rtU1A1 8 i i rcmil] Witges 

pLrOV tile a r(:prieve hI ,2,ve r L'ain.i .Ltory, in Lte-111S of buyi.lig 

powt.e , I itu l , iLi I. ioll ol ,r it:.i -d g 'a inJ 

t al& WI atc . Ilk ut,.) p rt 1he di t.a- .yI The 1,,41 Comii of same 

C U] 1. ji .t: 11.1"0,'. -ia tAfjj_),t etl y :t- r, of thi 8 prt:'er-ern'e Iatter -1 . 

llunce, e ter'i.,. parJ. :,us , Ll,ey du; i ve . I i I't less in years wi t.h 

Iigher I'ea l wage-i tha,, in . UM's whten real wages fall. 

Overa] 1 , the resu ILts suggest that MR o tf take can plaus ibly 

be wrdeJ.ed vs a decision variable. There are administrative 

http:wrdeJ.ed
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compulsions which influence the offtake activity through
 

determining allotiments (e.g. ESOL). On the other hand, there are 

economic forces that influence offtake (e.g. the price relative,
 

real wages, agricultural income per capita). Finally, trend 

factors also come into the play in determining offtake activity 

in MR. 

Determinants of MR Offtake at District Level
 

Two considerations have motivated the insertion in this
 

r'eport of a district-level model of determination of MR offtake
 

activity in 1986/87. First, because distress-level food-stress
 

rankings are now officially available, some merit was seen to
 

exist in probing relationships between those ranks and normalised
 

district MR oL'ftake, controlling for other possible explanatory
 

var4.ables. Second, it was imperative to see whether all or some
 

of the variables turned up as significant influences on MR
 

offtake in 
/ 
the time-series, economy-wide exercise are decisive at 

district levels, too. In the ultimate analysis, some degree of 

gonerniity, if any, is du)siruble to be established for the 

regrussion results presented earlier. 

Before proceeding any further, one variable should be 

introduced. This is the district distress factor (DF). The 

Ministry of Relief and Rehabilitation (MRR) assigns grades to 

each upazila in terms of the extent of food stress. The factors 

themselves range between 1.0 and 1.5. These scores are underlain 

by facts or perceptions about the upazila: whether it is a food 

deficit,low-wage,flood-prone area,and the like. (Of necessity, thc 

scores are somewhat cnrude measures,but they are, nevertheless, 

the best available district-level indicator of food stress.) "New 

districts" have been ranked by averaging ranks for upazilas 

therein. The MRR/WFP calibrates upazila level allocation of FFWP 
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foodgrains according to this scale of regional distress. We have
 

used this in the following exerc.se.
 

Like in the economy-wide exercise before, MR district 

offtake is stIandardised by the number of MR cards for 1986/87. A 

second dependent variable is MR offtake standardised by district 

MR allotment.. The independent variables are i) normalised offtake 

in the two priority channels, viz. EP and OP; ii) normalised 

offtake in FFWP and VGFP; and iii) the DF. Normalisation was 

effected by expressing volume of offtake in each channel as a 

percentage of total district offtake.
 

Both versions of the dependent variable deals with hetero

scedasticity of the residuals. We have retained both versions
 

because we believe that, at least as far as one particular
 

independent variable was concerned (namely distress factor), the
 

coefficient sign could differ between the alternative versions.
 

We believe also that the relationship of the DF to the composite
 

of MR activity is better interpreted when results turned up by
 

both versions are put in perspective.
 

The resuits of Table 2.4 deserve a mention. First, there is
 

a trade-off between the offtake in MR as against that in either
 

EP/OP, FFWP or VGD, regardless of whichever version of the
 

dependent variable we use. The regression coefficients are
 

everywhere negative as far as these three variables are
 

concerned. For both individual components of MR,as also in the
 

aggregate, lifting-to-allotment ratio in MR is significantly
 

negatively affected by the relative share of VGD and FFWP. MR
 

offtake per card, on the ot.her hand, is significantly negatively
 

affected by FFWP and priority-channel Nfftake. One important
 

implication of these results is that there is no overlap (in the
 

sense of congregation) between the MR, and the other three
 

http:exerc.se
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channels examine,! above. (This evidence is of relevance to
 

further discussion of overlap in Chapter 5).
 

Second, the sign of t.he 1F varable diI'L'ers us between t.he 

ve'sions. Although neither coefficients are significant, one can 

still plausibly say something on the basis of the signs. Lifting

to-al I otment ratio everywlhere has a positive sign on the DF, 

thereby implying tIhat increased distress level perhaps result in 

higher offtake rAtio. Su-h a ctMsat ion would be consi s tent if, 

for example, high-distress districts have a higher-than-average 

ratio between ration-to-marhiu t priees.6 The other we rsion of the 

dependent variab]e, however, returns a negative coefficient on 

the DF. The higher th2 distress factor, the lower is the quantity 

lifted per card. This effect really reflects the context that the 

quantity allotted per card in the first instance is lower in the 

high-distress districts than in others. This is clearly shown in 

Tahle 2.7. Even though th.e price t'gime leads to a higher lift ing 

ratio,, that performance can noL neutralise the disadvantage 

associated with lower a]lotment per cvrd. 

In conclusion, the results are consistent with the thesis 

that MR o)fftako is not only determined by whit- is not, given away 

for priority ration beneficiaries, but alio by the extent of 

subsidy. Within the limits set by what grains are available, the 

role of the manipulation of MR foodgrains for profits through 

arbit rage in the open market, highlighted by the time-series 

results above, has again been suggested in this analysis, albeit 

indirtm.ctly through the coefficient on the DF. With the MR in its 

conventional format being scarcely visible in its effects on the 

food balances of eligible households (Chowdhury,1988; see below), 

rationing activities have become assimilated into the logic of 

private, profit-seeking, market arbitrage of grains that normally 

should be targeted for poor consumers. It is conceded that the 
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price-inference underlining this judgement, at least at the
 

district level, is indirect. But it is quite consistent with
 

evidence marshal led later in this chapter sho-Wi ng the 

insignificance of MR as a source of food subsidy for the poor. 

And, of course, the time-series regression makes such a case on
 

the basis of direct evidence.
 

2.3.1 Suitability of the Eligibility Criteria
 

Three questions arise at this stage. First, how significant 

are the benefits of eligibility of support under MR, especially 

for the poorest households ? Second, how significant are the 

private costs of the enfcrcement of eligibility, or, in other 

words, are there transaction costs of enforcing eligibility. 

Third, whalever may be the net gains (i.e. benefits minus costs), 

how suitable, anyway, are the eligibility criteria themselves 

vi s-a-vi i the object ives of MR ? One's perception of the 

imporlance of the suitability or the eligibility as a policy 

category will likely be informed by the quantitative significance 

of the net gains from the eligibility to support. 

Benef i.ts arise from ration ing because of the subsidies. 

Their extent, is determined by the magnitude of the latter. 

However, costs arise too, in taking advantage of those benefits.
 

Benefits of MR for the households that receive any foodgrains 

have fallen to significantly lower levels more recently owing to 

the pursuit. of the policy of subsidy cut-back. MR subsidy, as a 

percentage of market price, is estimated at no more than 10% for 

rice and 5% for wheat in 1985/86. As presented below, of the 

sample households who got any foodgrain out of MR during 1986/87, 

average quantity of foodgrain (rice and wheat) is estimated at 

about 2.9 kgs per year per capita. This accounts for less than 2% 

of the foodgrain consumed by these households. If compared with 

overall cereal consumption, (i.e. both foodgrain and 
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non-foodgrain), rural rationing represents an even lower propor

tion of household consumption. Because only 5.9% of the 185
 

households (out of 289 on the sample) in 'A' and 'B' categories
 

received any foodgrain under MR, MR's contribution to overall
 

foo0 consumption by eligible classes of households is of the 
extent to .11% (.059 x .02 = 0.0011).Another way to present the 

evidence is to recognise that subsidies have an income effect.
 

The estimated income effect due to rationing is significantly
 

t
less than even 1% of total. expenditure, as far a the few sample 

households that got any foodgrain during 1986/87 are concerned. 

The point, of coourse, is that the prevailing exposure to MR'-s 

benefits of eligibic. households is very small indeed. It has been 

argued e Isewhere that leakage out of MR offtake and into market 

stream at. the leveL of' MR dealers amounted to mcre than one-half 

(Chowdhury, 1988). To put it mildly, elected officials of local 

government insti.tutions look upon and use MR foodgrain as 

political seed capital. Consequently, there is little 

accountability within the MR system. Unless, therefore, the 

sysI.em c1n be very significantly improved, eligibility remains a 

matter of theoretical interest only. 

On the other hand, costs of enforcing eligibility on the
 

system have risen. When households do not have cards, costs arise
 

owing to the necessity of obtaining a piece of paper from the
 

member concerned of the UP, providing the basis of possible one

time issue of foodgrain by the dealer. Costs may arise, too,
 

because MR dea.'ers may not maintain fixed and known hours of
 

business. The necessity, on either count, may chalk up direct
 

costs (e.g.travel). The indirect costs, meaning incomes foregone,
 

may be higher, in the sense that rural real wages and female
 

labour force participation have both apparently been rising of
 

]ate. 7 That is, opportunity costs of search and waiting have
 

risen as conditions of keen rush for cash-yielding work and a 

mild labour scarcity have began to prevail in the countryside.
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Together, the evidence on the benefits and costs of MR food 

subsidies sugg,.!sts that the importance of eligibility as an 

euoniomi right has be(n reduced to a state of insignificance. 

With thi:s background, we may turn to the question of how 

su itahile are the el ig ibi Ijty cond i Li uons ihelllielve-s. The idea of 

these condition-s is to screen off the poorest, of rural people as 

proper beneficiaries of food sninport, in other words, to sort out 

households on the basis of' their means. Because an actual means 

test ili.] be prohibitively expensive Lo carry out, the government 

envi iged using information on the liability to pay taxes to 

local ly el ected iris ti, .Ut i Oins as a basis for sorting households 

out in the DPL. As stated before, the tax is known as Chowkidari 

Tax. The issue at hand is; are the tax cut-off marks for 'A' and 

1B' category such as to sort out the poorest 50-60% of the 

households in the unions?" 

In answering this question, one may like to examine the 

bivariate distribution of rural households in terms of .land 

ownershiip and household categorisatien (or Chowkidari Tax 

purposes. If an overwhelming majoiity of 'A' category households 

is found among the lowest land-ownership bracket (of, say, 0-0.50 

acre class), the categnrisatioi would appear to be a fair one. 

By similar reasoning, if a very significant proportion of 

'13 category households are found with upto J acre ot owned land, 

this categorisation would appear reasonable. At this stage, one 

may lo(th at. the tinformation in 'lable 2.5. The table utray 26282 

households enumerated by the research team in the eight unions 

with regard to land own.:rrship and chowkidari tax paid in 1986/87. 

The numbers and percentages in the table are aggregates over all 

eight unions. The following conclusions may be drawn from it. 
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First, out of 6160 households paying no CT, 5745 (or 93.3%) are 

in the lIowust lnd cla.s-s. Anlih r I% ownI ietweern 0.51 Iand I 
acre.9 .?herefor, 93% of 'A' class households (who are 24.3% of' 

aill clluiiert ted tlo seh () I ds) at:e in the sna t I t.s t IalIasIi c . 

Similarly, of 11249 
(44.5% of the total) in the '13' category, 58% 

are ini the smallest landed class, while ano the r 19.8% is in the
 

0.51 through 1.00 acre elass. That is, 78% of 'W' category 

households own iipto oue a('ret or land. Put yet anoiuthe r way, of 

13725 hotw-hol~ds (54.2% ol the Vt"Lal)I t~hI. owi upto 0.50 acres-

and m"y be termed fuctiona ly ]anil ss--122.10 (or 89%) are in 

ei ther A or B1category. )1 3141 hout.;holdtis wi.th beLween 0. a:inid 
1.0 ia resi, 2,170 (tor 71.8%) ;it'(- in cithtr A r" Ii :atLegories. These 

itnilbteris s ly I o I t L l .PIL scums on the wholctong'tJl ,SelitIt, suggrNt S the 

to hu d(oi gig a" ducqupt.e job or' correLtLy sorting out the 

houiseholdhs w ith for iuni iwi laitI I ssliess or aizargiinil I aidhol1dig 

This i. in spite of the dat edness of the DPL. This fact must be 

roted with some emphasis. I I is especially si.griif'cait that an 

instrtzutz trtt. which .is compiled rl aLt iv ly inuxpezisive.ly should do 

an adequate job on t.his count.. 

The datedltiess 
 or t.le ,PLis of course not without its 

Iil I tat i uins. No tc , for exatipL l, Lhat Li. fewe r than 1485 

houtsh.lds with upt~o 0.5 ac res of larid are shown in 'WC' anti '1) 

catLguric.m and tLthrc fore to hedet: ' L inel igible to 'eceive 
HUpp",Vit ill M'R. Poss< < iblIy, 
 !hlempl houul t" Id.- were.,. pr.opeltr y
 

ah "ird in 'U' anti I)' cati guries 1 i vetI'L 1 yv ago,hen, lrs 


the )IPI, was put together. Evers.i Iee, as households may have 

nucleated, their mean land dwindled, presumably squeezing their 

taxabi1ity. This is due to the datedness of the DPL. 

of' course, ore of the inrLi..ui,rig aspects of the information 

itt the Ltahl.ej is liii1. 1727 huitsehiolds have 2. 51 or mliol': ar'es of 

land arid ski I I are eatcgoz'isl it "A" aind "it" cailegorits.. I I. i b 

beaUlSe o" th i s sort of iiIs ---. lass i r i ca Li on thaL. m.tst bring 

http:Ltahl.ej
http:inuxpezisive.ly
http:ss--122.10
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discredit to the DPI,. Such mi.sclassification is about 8% of the 

enumera ted households. But., even so, i.t cannot be gainsaid that 

the DPL does nn adequat:.e ,job 

These resulLs of the household-level census are confirmed by 

those returned by the house:,old sur-ieys, presented in Table 2.6. 

Th is table presents the bivariate distribution of sample 

househol ds by I and owne rsh i p class and by payment. of CT. The 

fo.. lowing col:.l1usion.s may be reached from the tab i e . First, 54 

out of 62 (or 87%) households that are assessed as i.n 'A' 

category have upto 0.25 acres only. Sixty one out of 123 

househol (is (or 50%) who are assessed in 'I' category have upto 

0.25 acres, while anoLher 14% have between 0.26 and 0.50 acres of 

land. Al. 1. to.ld, 136 out of 185 households (74%) assessed as in 

'A' or 'B' cat.egories are in the two smallest land classes. In 

other words, about three-fourths of 'A' and 'B' category 

households are either landless or functionally landless. Another 

17% are marginal farm households wiith between 0.51 and 1.49 

acres. Farm households with this order of own land are regarded 

in the Iiteratlure as food-def'icit. rherefore, about 91% of 'A' 

and 'B' category household are properly found to occupy the 

hotLom of the landownership pyramid in Bangladesh. Only 9% of the 

houisehol.ds have been Lnnppro)pri.at.ely elassed il '' category: 

because t.hey have 1.50 acres or more. Ninety one percent of the 

households are quite properly classif'ied. If small farmers (those 

with between 1.50 and 2.49 acres) are allowed to be proper 

beneficiaries ofr food subs idi es, de jure, the percentage of 

mis lassification wil fall. to about 5%. 

This evidence permits a categorical statement, viz, that the 

DPLs are quite adequate instruments when its objective is to sort 

out the poorest households in the country-side. This is all the 

more creditwort.hy due to the informal and cost-effective way in 

which the DPL is put together (see below). 1 0 

http:creditwort.hy
http:houisehol.ds
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concerned of the UP have left 
 things pretty much upto the
 
chowkidars, such misperceptions may well creep into the DPL
 
itsplf. It is gratifying, of course, that 
the percentage of such
 
mis-classification is 
quite small. Operationally, we should say
 
that, despite its datedness, the DPL is performing adequately.
 
What was 
earlier on ascribed to the datedness of the DPL could in
 
fact have been due to 
chowkidars' misperceptions.
 

The next question is: can 
the DPL be made a lot better? The
 
answer to this ques-zion i.a certainly in the affirmative. But this
 
would be a matter of the mobilisation of resources. Updating of
 
the DPL qua an accurate roster of the households in an union in
 
terms of taxability must be an expensive matter. This is bound 
to
 
be a task of national proportion. A methodology has to be
 
formulated and implemented for making 
 the DPL more accurate.
 
(This report has presented a brief methodology in Ch. 6.)
 
Resources have be in to
to found order inject greater
 
consciousness 
into the minds of households with MR cards with a 
view to creating internal assertiveness about rights of 
cardholders. In other ways, also, steps must be taken to nudge 
the system to a more accountable stance. We shall revert to each 
of these themes subsequently, in Ch.6. Suffice it 
to say here
 
that DPL does appear to be doing an adequate job of sorting out
 
the households with no 
or very small amount of land in its A and 
B categories. Earlier critique of the DPL (e.g. in Chowdhury et
 
al, 1986) on the ground of datedness, while factually quite
 
correct, understated the usefulness of the 
informal information
 
network at the disposal of the UPs in the country. 
 The major
 
[1)1i.catlion of all this of course is that the system of MR has 
problems not so much with whether the eligibility criteria are 
suitable (they are), or with the controllability of proper 
classification 
of hoseholds (there is controllability) as with 
whether, and to what extent, the dealers can be prevailed upon to 
lift MR grains and distribute them in the intended locality to
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eligible households. This moot issue is closely connected,
 

however, with the gains for the dealers from the handling charge
 

per quintal. The latter is universally regarded as
 

unremunerative. There is no easy solution to the problem of
 

unremunerative handling commission--except through lowering issue
 

prices relative to market prices.
 

The other problem in MR appears to lie in that MR food 

resources are perceived within local government institutions as 

representating seed fund for other ends. The distribution 

exercise is itself largely dominated by considerations of other 

loyalties. It has been found impossible to confirm this 

conclusion statistically, for example with the data from the 

sample households. But our field enquiries, permitting exchanges 

of perceptions with elected -'fficials of UPs, strongly suggest 

that a marriage of convenience exists between the functionaries 

of the UP and the dealers. And it is widely suspected that MR 

resources are used by officials in the UPs as seed money for 

securing electoral or similar goals. As we shall soon see, this 

all takes place against a background of conspicuous urban bias
 

and rural deprivation accorded by the prevailing modalitiei in
 

MR.
 

2.3.2 Urban Bias of MR
 

In order to assess how significantly MR augments food
 

availability of eligible households in the unions, one needs some
 

sense of the scale of MR distribution activity in the districts
 

of which the unions each forms a part. District-level allotment
 

gives an idea of the availability of foodgrain in MR that is de
 

jure meant for distribution in a given area. As against this,
 

district-level lifting provides the limits within which the
 

levels of support for the households in fact are determined. Data
 

on household-level impact of MR would not mean much unless they
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are put against the backgrourd or disLrijt- Level scope of 
acLivi ty .in MR.Pronouncements on the quantiLat ive significance or
 
otherwise of NR's imlljlt on rood IlanteHt,, f rr'rural, or For that 
matt1er lpouriashava , households earl onty be made v i s-a-vis what was 
happJing il the r'elevant, district. overall. thein f'ol lowing 
prtr'agrvla.ts a'e set out. a,v~i ;vi.le ,evidence about the scope of 
disLrict- level NI? ac Livi ty.' 

In UU tan'lier report itLi ty a.tlotted per' MR cards in the 
districts was presented. (The data was organised for' dist.rict.s 
along a divisional line.) It was that,found there in 1983/84,
 
quantity per 
 card for the rural area was 21.3 kgs. for the 
country a;s a whole, while for" the pout'-ashavas, the co rrespond i nig 
figure was 115.7 kgs.--lour t.imes higher. Likewise, in 1984/85, 
average quarnti.y in the rural areas was 24.1 kgs. as against
 
108.5 kgs.in the pourashavas of' t.he c'ount:r'y. That account brought
 
out 
into the open for the first tine ti sharp u'ba bias even of 
the modifi'ed rat ioning: F'ou r itie'F or Iore in l'oodgraLn was
 
allotLed lavouring 
the avei'utge ut'L.arb raLioning unit than for the 
corresponding r'ura]l unit. 

Th e pr.t.n ta t ion lhere at tempt.s to further onels 
understLanding in the matter. 'Phree quest ions are answered here: 
a) how do per'-card a].llotments differ as between the villages and 
the potur'ashavas when dis tricts rankedare 
 by (food) distress
 
tators. Suicond,how do quanLi. ies of' i t'oodgr'ains lifted (out of' 
allotments) per rati.on card in the UPs and pourashavas compare 
with each other ? Third, o1' the respective quanti ties of 
allotment, how much, proport iornately, are lifted for distribut,i on 
i.n the UPs, the pourashatvas and by the chakl( iwalas. In answerirng 
all Lh:u cueut orion.,di i cti have r:t'rL . Wen rinkod by dilh t.u 
factLor. 12 The idea of course is to get a sense of' any possible 
rc latL ionshi 1p betLwen distress FracIor and the character of various 

http:prtr'agrvla.ts
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components of MR activity, as also of the percentages lifted out 

of allotment. 

The figures in'Tabl. e 2.7 shws, once again, the urban bias 

of MR allotimerit. For all. districts, while allotment per card is 

83.6 kgs. for the pourashavas, the matched (luantity for the UPs 

is 18.2 kgs. only. For every kilo allotted for the countryside, 

4 .6 kgs . are a] I ot ted for the urban poor in pourashavas. As 

against de jure maximum quantity to be distributed of 104 kgs. 

per year per catd, while the pourashava allotment is found to be 

80.4%, the matched figure for UPs is found to be 17.5% only. 

Quan t i ty of MR f(Uodg rai. lifted per' card for UPs is 

estimated at 11.8 kgs. only, as against 65.4 kg for the 

pourashavas. The ratio between the UPs and pourashavas in terms 

of il t in is 1:5.54 at the expense of the former (as against 

1:4.6 on the basis of alloLiacnt). This happens because a higher 

)ro.ort i on o I' lotmernL. is I i f t(d0 in Ihu pouriasha vas ' MR L Itan in 

rur ii MR--64.6% is agn ifist. 80%. Li ftilig percentage is higher in 

1)oLrashavas because the handlinrg commission structure is riot 

adequately graduated wi th 'espeeL t to aiaileaige . Ninillitul haid I jaig 

comlili ssion is fixed at Tit . 16 per quint.al when the point or 

di Li butio iti tipt.o 8 iti fron t ig I 1.S1). Add i t i onal.tr .i.(.-.i 

collission i'elated to longer hau~lAge is inadequate iii relation to 

prevai Ling trans portation costs. This creates disincentives 

against lif tfig 14hen1 distr- i but i on ina the itItended .1Uca I i ty 

involves longer haulage of grains. Pourashava dealers are l.ess 

handicapped by the haulage d.isi icniitoive,e. ril hi glicr .li rt. ing-to

allotment ratio of pourashava MR dealers than shown either for UP 

MR dealers or chalckiwalas is more properly seen to be a result of 

more attractive handling charges than more vigorous entrepreneu

rial performance by the dealers at hand.
 

http:quint.al
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ThU View, UXI'U kUd in lin oa.t lio ' tuuoun, (Chowdh ury 1UHI8), 
that MR is the step-child of rationing in Bangladesh, and rural
 

MR the step-child of MR, remains as apt in 1986/87 as in 1984/85.
 

The higher the average distress level of the group of 
districts in both tables,the lower is the MR allotment (and 

lifting, too) per card, as far as the rural MR is concerned. No 

such generalisation is possible for pourashava MR. The upshot is 
that greater inequities mark the system of rural than pourashava 

N!R. This is something that needs redressal in a reformed MR.
 

It has been seen elsewhere that, in a district level
 

regression involving per card MR lifting, distress factor
 

coefficient is always negative (though not significant whenever
 

priority-channel offtake was in the equation). This was the case
 

for rural as well as pourashava MR. This result obtains also for
 

total MR. The means that, against a clear imperative for
 

reprioritising the "entitlements" of vulnerable districts in MR
 

allotment,a deprioritisation in fact appears to be the case. The 

average or better districts--where every upazila is either 

average or better--are allotted larger quantities of foodgrains 

per card than districts with clea'ly greater food-risk levels. 

In other words, the system of MR is flawed by a conspicuous 

urban bias. This bias comes through at every level of food
distress, measured district-wide. Moreover, more distress-prone 

districts count for less than better-off districts. That means, 

at a further remove, that many scores of unions, located within 

very vulnerable upazilas, remain the subject of double

discrimination. MR remains unfocussed, both in terms of degree as
 

also the location, of poverty in Bangladesh, even though this
 

remains the only monetised PFDS channel with the poor in the
 

country as its de jure constituency. Consequently, territorial
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reorientation or MR so as 
to make it focus poor households and
 
poor regions will find a lot of visibility in our later work.
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2.4 Incidence of MR on Household Budget
 

This section is devoted to discussion on:
 

i) the consumption patterns of the households in the study
 

areas; 

ii) incidence of MR on household food balance; and 

i.Li) the incremental budget importance of wheat (and atta) 

of consumers with varying levels nf incomes. 

First, we discuss the consumption patterns obtaining in the 

study areas. The analysis is based on information gathered 

through an inLensive sample survey of 289 households randomly 

selected from a population of 25282 families liviig in the 8 

unions under study. 

Before proceeding any further, a few conceptual
 

preliminaries are worthy of note. First, throughout this study,
 

total expenditure is used as a proxy for income. Although we have
 

had information on household income as well, we felt that the
 

expenditure data were more reliable and more relevant for our
 

purpose. Expenditure includes all food and non-food consumption,
 

expenditure on household durables, festivals and repairs and
 

maintenance. A detailed break up of the total per capita
 

expenditure is given in Appendix-i of this chapter.
 

Second, while prusenting the inf'ormiation in terms of income 

levels, use is made of quartile valves of expenditure per 

standardised consumption unit. In stanidardising, an adulut woman 

has been deemed equivalent to 0.65 times one adult male; and' 

a child upto 10 years of age to 0.4 times one adult man. The
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standardisation of the household as a consumption unit is
 

intended to control for heterogenous age and sex composition of
 

the sample households.
 

Third, while the main presentation of the results has been
 

attempted in terms of the income quartiles, a few tables, focuss

ing on the various survey areas themselves, have been included,
 

too.
 

2.4.1 Consumption Patterns of the Households
 

Table 2.9 presents per capita expenditure by the eight
 

unions. Reference period is 1986/8'1. Two facts may be noted at
 

the very outset. Union-level income per capita in all except one
 
union, viz. Parsuram in the district of Noakhali, is estimated at
 

below Tk.3820, which is taken in the study to pass for poverty
 

income in 1986/87 prices.(This poverty line is arrived by apply

ing an inflation allowance to the poverty line estimated for
 

1985/86 by Rahman and Haque). Representative household in all
 

union may therefore be deemed to live in poverty. Onily Parsuram,
 

an union located on Comilla-Chittagong road a market town of some
 

importance, returns an average income above poverty line. For all
 

unions, average income is estimated at Tk.3740. It is worth
 

stressing therefore a significant proportion of the households
 

in this sample live in poverty. Consequently, this is an ideal
 

sample on which to examine issues of the role of MR in sup

plementing food availability of those in poverty.
 

Our data are reasonably comparable with some other rural
 

household survey results in terms of relative expenditure shares
 

of few major heads. It can be seen from table 2.9 that expendi

ture on food constitutes about 78% of the total expenditure and
 

that on clothes about 6.5%. Expenditure on fuel, cosmetics and,
 

really husking together represents about 9.62% of the total per
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capita expenditure. But expenditure on fuel alone represents 6.5%
 

of the expenditure (see Appendix-I). Thus, our findings fairly
 

compare with those returned by Osmani and Deb (1986) on the basis
 

of a survey carried out in eleven villages drawn from throughout
 

Bangladesh in 1979/80.(S.R. Osmani and N.C. Deb (1986): "Demand
 
for Products of MiPl- Industries" in Bangladesh: Selected Issues 
in Enp!loyment and Development,- ILO/ARTEP, New Delhi, December 

1986).
 

Out of 78% expenditure on food, 33.18% is represented by
 

rice, and 5.16% by wheat and atta. Other food represents about
 

39.46% of the total expenditure. Appendix-I sets out the con

stituents of other foods which include expenditure on flour
 

derived food such as bread, buns, biscuits, etc. and also fish,
 

meat, dairy products, vegetable, edible oils, sugar, gur, spices
 

and others.
 

The conditional budget shares of rice, wheat and other food
 

items are presented in table 2.10. The respective shares are
 

42.65%, 6.63% and 50.72%. These two tables reflect only the
 

area-wise distribution and the itemswise distribution 
 of
 

expenditure. They do not reflect, however, the consumption
 

pattern with respect to income levels. In order to reflect this,
 

the quartile distribution of total expenditure and its major
 

components' is reported in table 2.11 and the detailed 
quartile
 

distribution is reported in Appendix-2 of this chapter. 

The average budget shares of households at different
 

quartiles are presented in table 2.12. As would be expected, the
 

first two quartiles, i.e. the bottom half of the distribution
 

devote a higher percentage of their income spent to rice and
 

wheat. The two top quartiles, i.e. better-off households have a
 

higher percentage of their income spent on other than staple food
 

i.e. rice and wheat. A similar pattern is observed involving
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expenditures on clotbes 
 and household durables, education and 
medical care. These findings are in conformity with the 
well-nown Engel's curve. it is interesting to note, however, 
that absolute experl(liture per capita on all items increased along 
with the quartiles, uxcept, att.a. The higher the quc.frtiles, the 
higher was the abiolute expenditure per capita on all items 

except atta. 

Trhe evidence presented so far seems to suggest that the data
 

generated by Beacon sample surveys are basically sensible, arid 
reliitile with respect to their conl'ormity with ofsome the muost 
basic axioms of consumption behaviour. This means that not only 

d() -, I haVL a 81sai)lu wIMi'u )()v'ty is as extLeuisive as is typicul 
of' rural Bangladesh, but also that. we have a body of sernsible 

da La. 

A further break up of the tables shows (see Appendix-2) that 
consumption of rice from own production increases and that from
 
marlket, ration arid other sources decreases as one goes up along 
with the quartiles. In contrast, the consumption of wheat from 
own production does not increase as income goes up. This may be 
because many of the households have not produced wheat at all.
 
Hence conaumpt.ion and production 
decisions are independent of 
each other'. RequiremnUrts of wheat or atta are predominantly uuet
 
through market or ration tr'ansac t ions, maj nly the foi.-mer. 
Tes t imony to this can be found in that absolute expenditure per 

capita is the llighUs t. on l,|arhe1. [urchase of at.La'of all types of 

wheat/atta putrchases. 

So far we have examined average budget shares for various
 

quartiJes. But it is clearly necessary 
 to go beyond monetary 

budget shares. Where major cereals are differently priced but 
have, weight for weight, different food val.ue, rphysical.-quaitity 

consumption-shares of roughly hom,|ogereous 
 cereal s.;'",n

S , . 
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cereal-derivatives 
car, provide more honed insights than can value
 
shares about 
 consumption 
propensities. This necessitated an
examination 
of the distribution 
of per capita consumption,
 
physically measured, for various quartiles. 

The quartile aistribution of physi cal quantities is

presented 
 in Table 2.13 followed by the presentation of relative
 
shares of various cereals in table 2.14. 
 The tables 
 show that

rice represents over 80% theof cereals consumed and wheat
 
reptresents the rest. Consumptlon per capita of cereal 
 decreases
 
from 150.1 i kgs. for the Ist quartile down to 148 kgs. for the 2nd

quartile, increases 
to 171 kgs. 
 for the third quartile, down 
164 kgs. 

to 
in the 4th quartile. Cereal consumption is substituted 

by non-cereal consumption like meat, dairy and fish in the 4th 
quartile, 
 hence per capita cereal consumption decreases although

expenditure 
on other food 
 items increases (see table 2.14 and
 
also Appendix-2, table A-2). 

l)i euss i on of consumnpti on pn ttuon-s Can hardly o oillpI tLv d
without on express consideration of income elasticities of demand
for commodities in the consumer's basket and of their respect;ive
marginal budget shares. From the foregoing, it has become clearthat with variatiouns in inicome, budget shiares of Loutivar 

commodities may vary. Income elasticities 
measure in quantitative
 

whichterms thU extent to demund for a commodity wilt change due
 
to certain 
change in income. Income elasticity is equal to
ratio of percentage change in demand that 

the
 
to in income. Marginal


budget share on 
the other hand, measures how much of an 

cremental income will be spent 

in
on the commodity in question

is given by 
and 

the ratio of change in demand to that in income. This 
measure is important because this gives an insight as regards
which particular commodity will he hi igi i n demanrd 
 and which
particu.lar commodity will fal.1 in demand with the chati4ges in percapita income, whether either positively on negatively. The 
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marginal budget share (also known as marginal propensity to
 

consume) is interlinked with the concept of income elasticity and
 

one can be derived from the other. In the present study, however,
 

the two measures were estimated by independently regressing the
 

per capita consumption expenditure with respect to a particular
 

commodity on the total per capita expenditure. The income
 

elasticities were estimated by a double log functional form
 

whereas the marginal budget shares were estimated by linear
 

regression. The estimated income elasticities are presented in
 

Appendix-3 of this chapter and marginal budget shares are
 

presented in table 2.15.
 

It is evident from the table that commodities with income
 

elasticities of more than one have larger marginal budget shares
 

than average budget shares. This indicates that with the rise in
 

per capita income, the average budget shares of these commodities
 

will increase. On the other hand, for commodities with income
 

elas- 'cities of less than one or negative elasticities, average
 

shares will. fall. as incomes rise. Some commodities have negative
 

elasticities in the higher quartiles and positive elasticities in
 

the lower quartiles. This has been reflected in the negative
 

marginal shares in the relatively higher quartiles as compared to
 

positive marginal shares in the lower quartiles. Atta is such a
 

commodity.
 

Note also that, while marginal budget share of wheat
 

consumed out of own-production or bought through rationing is
 

virtually zero, the matched share of atta bought from the market
 

is higher for households in the two lower quartiles. Atta's
 

marginal share falls through increaeing quartiles. Also, for the
 

bottom 25% of the households, atta from the market accounts for
 

more than 22% of all cereals consumed. This falls to 16% for the
 

second quartile households. There is no rdoubt that atta bought
 

from the market is pretty visible on food balances of the poorer
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half of this sample. Atta can self-target the relatively poorer
 

section of the community in a framework of more selective
 

intervention.
 

Our field survey instrument querried households as to
 

consumption of maize. Only a handful of households indicated that
 

they had taken some maize but the quantity was so small that it
 

could not be represented in the budget share table. Consequently,
 

it is not worth 2 while bothering about its elasticity and marginal 

budget share. It does not necessarily mean, however that maize 

may not be used as a self-targeting ration good. We shall return 

to this in section 2.6. 

2.4.2 Incidence of MR on Household Balance sheet
 

Appendices I and 2 provide informal.ion on the incidence of 

MR ot h(o)sehoI ( d 1o(d hn Iances. The da La are presented, 

respectivei y, in terms of the survey areaq as also the quartiles. 

It is evident that per capita expenditure on foodgrain obtained 

ex-ration constitutes a very small percentage of overall per 

capita expenditure on food. As expected, the incidence diminishes 

as one goes up with the quartiles. As can be seen from table 

2.16, per (apita expenditure on ration goods for the first three 

quartiLes averages at Tk.13.09 only which is little over one 

third of one percent as against Tk.8.69 for the fourth quartile, 

which is less than one fifth of one per cent. It is also evident 

from the table that out of the total expenditure on ration, rice 

represents over 44%, wheat over 46% and sugar about 9.5%. 

It should be noted here that the budget share of ration
 

goods small as it is, represents its share in the overall per
 

capita expenditure averaged out of food and non-food expenditure
 

and also aggregating across the expenditure of ration recipients
 

and non-recipients. Table 2.17 presents per capita expenditure on
 

http:Tk.13.09
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ration goods as 
percentage of expenditure on 
 cereals. The same
 
pattern is observed as 
in the case of 
table 2.16 except that the
 
percentage share of ration goods 
 is now a little bit higher

(although 
less than one percent in 
 all the quartiles) than
 
before. 
 On further inspection, the per 
 capita expenditure 
on
 
ration goods constituted only 
1.42% of the average per capita

expenditure of those households who have received ration. Only 11
 
out of 289 households includ d in the sample survey 
stated that
 
they were MR recipients. 185 
out of 289 households 
on the sample
 
are in 
'A' and '13' categories.
 

Because a substantial proportion of the total households
 
in rural Bangladesh live 
in poverty, the incidence of MR receipt

is too small to have tiny 
 favourable impact 
 on its levels.
 
TFable 2.18 
 represents 
area-wine (Aistribution of poverty level 
households together with the percentage 
 of MR cardholding
 
households 
and the budget share 
 of ration goods 
in the eight

unions' under study. 
 Households having less than half an 
acre of
 
land constitutes 
 more than 
 54% of the total households in the
 
areas 
under study. They possess only 5% 
 of the total land
 
available 
 in these areas. 
 This is suggestive of the extent of
 
their poverty.Only 17.61% 
of the households 
 have ration cards.
 
The number 
of households to receive ration grains each time an
 
allotment is received depends on 
the size of the allotment and on
 
the attractiveness of ration.The latter in 
turn depends on the
 
relative price of 
the 
ration goods. Our field survey reveals that
 
ration purchases accounted morefor no than one fifth of one 
percent of 
the per capital expenditure aggregated over 8 
 unions.
 
Damurhuda had the highest budget share on ration, which is nearly
(but less 
than) one percent. Next comes 
Ranigonj where the budget.
 
share was nearly double 
the average, 
 yet less than one half of
 
one 
percent of the per capita expenditure.
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As discussed earlier, incidence of rice from MR as well as 

from market sources decreases as in-ome rises. It can be seen 

from table 2.15 that the marginal budget share of MR rice is 

negative. As income goes up, the consumer buys less of MR rice. 

However, MR rice may not necessarily be an inferior commodity 

since there is every reason to believe that conditions of 

deficient supply and unreet demand had prevailed. T his view is 

reinforced by the fact that total demand for rice was higher per 

capita in the higher quartiles of income. The case of atta was 

different. Demand for atta was lower in the higher quartiles of
 

i cUme . T[his ws t rut i['Us.)u, I.ve i)' wof,,iLhe r Lhe atta w Bs from 

self production, or from MR. AtLa is clearly a poor man's food. 

The relativcl.y higher margi nal budget share in the first three 

quartiles compared to that in the 4th quartile also convey the 

Smine mlessage. In the cases of wheat from self production and 

market sources, the marginal budget shares in the 4th quartiles 

were! negative and those in the Ist 3 quartiles were positive.
 

These statistics clearly suggest that wheat (atca) can play a
 

better role in self targetting the poor compared to rice. 

2.4.3 Incidence of Distribution Qua wheat and Qua Atta. 

i on 

incidence of MR whevt and atta combined. References to wheat and 

atta were made in terchankgenbly. Fo] lowing is an attempt to 

present th,:m separately. Table 2.19 shows the division of wheat 

and atta in percentages by unions. The wheat distributed through 

the chakkis represents about 14% of the combined atta and wheat 

distribution through MR. Atta distribut,,d through MR dealers 

constitutes only 4% and wheat (grain) distributed through M1 

dealers represents 82%. Considering the distribution through MH 

deuiership alone, atta represents about 5% of the atta and wheat 

comined. Wheat represcLntii 95% of tiat uitnLi ty. 

i) i tcus oil in1t'( .v , (l li Huh-stctL j oiHS cO(!nO'Ilt,(l h11 
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As stated earlier, the chakki system is, by and large, a
 

market oriented system. The major aim is to ensure availability
 

of cereals at a stable price, particularly to the poorer section
 

of the community. During 1986/87 out of the total distribution
 

through chakkis, 29% was through ration cards and slips and 71% 

was through retailers and direct sale to the public. 

2.4.4 Retail Prices Via-a-Vis Ration price of Atta 

As stated earlier, the bulk of the MR wheat is distributed
 

in the Lorm of grain. Chakkis, however, received wheat qua grain,
 

crush them and distribute atta. The issue price of wheat for the
 

MR dealers and chakki owners are the same.
 

According to the Food Directorate, Government of Bangladesh,
 

the issue price of MR rice was Tk.7.75 per kg. and that of wheat
 

was Tk.5.15 per kg. in June 1986. The issue price of atta was
 

fixed at Tk.6.55. As discussed in greater detail in Chapter 4, MR
 

wheat constitutes only 2% of total wheat milled by an average
 

chakki. Thus, the issue price of atta is of little consequence on
 

prevailing market price. The availability of atta will, however,
 

have a good deal of influence on price. The same logic should
 

work in the case of rice as well.
 

Table 2.20 shows the absolute and relative differences of
 

ration as opposed to market prices of atta over 12 months of the
 

fiscal year 1986/87. It is evident that the variance was rather
 

small compared to instability of rrices in Bangladesh.
 

Existence of chakkis in the locality might have contributed
 

to this relative stability in price by ensuring smooth and larger
 

supply.
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2.5 A'suewaent of MR us U Rationing channel 

The main objective of MR is to bring a degree of benefit of 

food subsidies to the poor in the community. The volume of dis
tribution of foodg'a.ins in IR has been patently inadequate g i ven 
the massiveness of rural poverty. Earlier in this chapter, it. has 
been argued that, the z'educed sub.idy as Wt.1 as retuuud a.ll ca-
Lion under (MR) did riot have ar.y adverse impact on the average 

caloric intake of the house'holds in the 1st and 2nd quartiles. 

This sectLion aims at .looking a t some ddit tional, quantitative 

aspects of MR which, it is hoped, will focus as an poverty 

ill1struI)eI It. 

Table 2.21 presents the number of ration card holding 

families in the eight unions, together with average quantity 

issued per ration card.'3 

Lifting of MR wheat per household with MR cards works out to
 

be 1.U46 maunds and that of rice 1.200 maunds. Thus MR wheat and
 

rice per capita in the recipient households would be 10.24 kgs.
 

and 7. 46 kgs. respectively, if all card-holding households were
 

served. Note that -this is a hypothet.ical distribution based on
 

the amount lifted by MR dealers in the UPs under study. Actual
 

distribution through MR dealers, as revealed by our field
 

surveys, amounts to 15.03 kgs. or' rice and 13.05 kgs. of wheat
 

per capita. But the recipient households were only 3.8% of the
 

sample. Generalizing this information for the entire households
 

in the study areas, the number of ration recipients comes out to 

be 5764 assuming arn average family size of' 6. Thus the to tal 

wheat, diml.ributud ) 13.05 hg,.1(2-1 caii LIa iH 1755 1m.utds and thAt. 
of rice distributed @ 15.03 kgs. works out to be 2321 maunds. 
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The gap between the amount lifted and the amount distributed
 

can be seen from table 2.22. Wheat distributed under MR con
stitutes only 21.6% of the amount lifted and rice distributed
 

through the same channel constitutes 38.5% of the amount lifted.
 
Nearly four-fifths of the wheat and three-fifths of the rice
 
allotted to the MR dealers appears to have leaked out to the
 

market supplies.
 

In.an assessment of MR as a rationing channel one should
 
compare the results reported in tables 2.20 and 2.21. The former
 

shows the quantity of ration (rice arid wheat combined) that one 
card holder could get provided all lifting was distributed and 
the :Latter shows what actually an average card holde.a, would have 

received if all the cardholders were treated equally. This is not 
to suggest that all the cardholders must be treated equally but 
the point is that if all who are entitled were not accommodated,
 

those who have been accommodated should have received much more 
than they did. Amount received per card is only one third of what
 

could have been received, given the actual allotment.
 

It is important to note that the number of ration card
 
issued does not seem to have any bearing on the prevailing state
 

of poverty in an area. (Here, land ownership will be utilised to
 

proxy the state of poverty in a micro region, like an union.) A
 

glance at table 2.18 will make this clear. Alipur, where landless
 

(defined as having less than 0.50 acre. land) households represent
 

51.5% of the total, has ration card facilities to only 1.69%,
 
whereas Madanpura where landless households constitute a lower 

percentage (43.5%) of the total has rat~ion card facilities to 
54.12% of its population. Similar contrasts can be observed while 

looking at Askikati and Damurhad&, Raniganj and Amarpur etc. A 
look at the last column of Table 2.20 also suggusts that the 
allocation did not correspond to poverty levels, if these are to 
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le a1proxima ted byli and ownership level s. This lack of correspon

dance reinforces the view Lhat a si zeable proportion of MR 

foodgrain f ind its way to open market. This also explains in 

part, why Lhe number of MR den ers are increasing despite a 

reduced allocation per dealer and despite an officially negative 

ratle of return in the MR dealership (see chapter 3). 

The number of households wi.th ration card, again, is a very 

small. fra -ioni of tho eligible househol Id. This is another 

a pects of MR, which r'educes the force of the imperative of its 

continuation. .[ t; is recogn isd of course t.hat, due to overall 

scarcity of resources all who are eligible to be included in a 

category (say, 'A') could not be included. So the number of ra

tion cards i.ssued remained far short of the number that should 

have been issued. For" inst.ance, the number of households who do 

not pny any ch(,w1 .i.dari tax in the area under study constitutes 

about 24.36% of the Lotal households. This means, according Lo 

Lhc' preseit. crit[oria of" issuing rat. ion cards, there should have 

been 6'60 'A' cnl.ogory rat. ion card housohoI ds . B ,our cen:susthu. of'
 

lhe area reveals Lhat. t.he number of a] category of rat;ion cards 

including 'A' , 'B', 'C' and 'D' was 4451 only. If we define 

eligibiliLy in terms of landlessness, the situation would look 

worse. Total households in aall the 8 unions under study, who have 

.ess than 0.50 acre of land number 13725 or 54.29% of the total. 

louischolds wilh rat ion cards represonio only 17.61% of' the total. 

Mere holding of a ratilon card does not mean much, since
 

rations are available very infreqierntly and in small quantities
 

(see below in this chapter). Only II out of 289 households on our
 

sample received any foodgra;.n under MR in 1986/87. This is only
 

about 9% of the households in 'A' and 'B' categories on the
 

sample. The evidence on Lhe leakage has already been commented
 

upon.
 



Ifence, in view of all of the above evidence, the assessment 

of MR can only end on a rather pessimistic note, with regard to 

the merits of the continuation in its conventLional fo",uat. ThI e 

it is not sufficixntly targetted. 

Under these circumstances a natural response is to explore
 

possible ways of better targting of the poor in the MR. To that 

end, we look fir l at the experience gathered in India in this 

regard. We shall then trri to the selection of suitable com

inodities which are likely to increase the selection of poors in
 

the MR.
 

2.6 Towards Better Targetting of the Poor in MR
 

2.6.1 Experience of Neighbouring countries
 

(A) Indian Experience
 

Certaifi aspects of public food intervention by Tamiil 

Nadu, India, shows how food resources can be properly 

targetted. The programme was restricted to children aged 

6-36 months. Two main features of the project are: 

i) Child beneficiaries would be identified arid monitored 

through a monitoring system set up in the project villages; 

arid 

ii) Food supplementati on would contirmno only so long as the 

child requires it to achieve nutritional recovery. 
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The project not only provides food supplements but also
 
imparLs nutrition education. The annual financial cost per
 
beneficiary has be-'n estimated at US 
 $ 12.03 only, which
 
projected nationally would give about one-third of one per
cent. of GNP in the case of India.
 

The Tamil Nadu project of India is, like the VGD of 
Ban ]adesh, a directly targetted instrument. India also 
practises a combination of geographical and self-targetting 
by the poor in public food distribution. This happens when 
ra t.io shops in poor noighbourhioods mol 'I 4sonti I oom
modities at fe.ir prices to the poor. Foodgrains supplied in
the.,.e shops are sometiones of lower quality. 

Of course, the cost of procurement and fair-price-shop 
programme can become high, especially in years with poor 
food supply situation. The gap between procurement price and 
Lhe fa i' price widens in those yars and the government has 
t.o ), 1.oi inoreased import cost (Chowdhury et al, 1986, 

Ch . 12). 

Fair price shops introduced in Bangladesh during early
 
1970 did not 
 work, due to large budget subsidies then
 
prevailing. 
The idea itself has of course been mooted aain
 
(Chowdhury et al, 1986). Perhaps, such a policy should only
 
focus on 
rice and wheat, and leave out of account other
 
esurunLial commodities. 'lhese shOps of course cannot be 
an
 
al.tornative to the MR dealership. 
Our problem here is not 
only to make a geographical targetting but also to properly 
screen the eligibles off. Hence targetting would require 
either selection of commodities which will self target the 
poor or find out some alternative to the present ration card
 
and DPL systems. The former will be discussed in sub-seotion
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2.6.2 and the latter in part (B) of this sub-section which 

follows immediately. The efficacy of DPL will be further 

discussed in chapter 6. 

2.6.2 Selection of Self Targetting Commodities
 

Self-targetting is one of the basic tenets of food interven

tion that seek high benefit-cost ratios. The idea is to pick com

modities that have low or negative income elasticities and a 

larger budget shares for the i.oor. The problem in many countries 

is to identify commodities with this characteristic. Often, a 

commod i ty that meets the above specificat ion is a new food, and 

may require change or[ rood habilt, even of' the poor. Fortunately, 

1,he poor consumers are als,) price-responsive, too. A suitable 

change in relative price can bring about the desired change in 

food intake. It may not be a change of food habit altogether. 

But it may still be enough of a change in terms of food intake 

pattern for economic reasons.In Bangladesh, commodity targetting 

has been in practice since long. Wheat was distributed along with 

rice in a subsidized food basket in MR as well as in other chan

nels under PFDS. Wheat made inroads into food-mix of lower-income 

groups relatively more rapidly than for higher-income groups. At 

the present time, households in the first or second quartiles of 

income distribution return higher budget share of wheat/atta than 

do other households (section 2.4.1). Income elasticities and mar

ginal budget shares of wheat in the top quartiles are negative. 

'his i udicaL.es that. an equal increase in income in all quartiles, 

w i.l induce hotisehoids in the lower income quartiles to consume 

more wheat (att.a) and the higher income quartiles to consume less 

or i t,. its, wiheat., or what can come to the same thing, atta can 

be considered to self-select the poor. 

http:udicaL.es
http:reasons.In
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Maize is another possibility, although we have very litttle
 

quantitative knowledge as regards price and-income elasticities
 

of demand for maize in Bangladesh. Consumption of maize was con

spicuous by its absence on the sample. In any case, we have
 
results of the attitude survey at hand, and this wic present in
 

the following sub-section. 

2.6.3 Survey Results About Reception of Maize
 

Bamiiple survey as regar, 'eception of maizia was under taken 

in three tiers - at the MR dealers level, at the chakki owners 

level and at the household level. Results obtained in the first 

two tiers have been elaborated in chapters three and four
 

respectively. Suffice it say here that a large majority of both
 

chahki owners and MR dealers believe that the introduction of
 

maize at. 10% subsidy will largely be accepted.
 

husul ts of the household survey are presented in Table 2,23. 

It is evident that a majority of the households appear willing to 

sw it(hov e r from atLa to appropriately-milled maize if the laLter 

is subsidised at, say,10o relative to the former. To many 

households the commodity is yet unkown and there may be misgiv

ings as regards food value and health hazard of this unknown 

commodity. A publicity cdmpaign highlighting the comparability of 

mk1.Z11 anld wheat iL terms of food value may enhance Interuwt in 

maize to even higher levels.' 4 For the time being maize can, on a 

pilot basis, be blended with wheat in some appropriate proportion 

arid the task of grinding maize arid biending with wheat may be 

entrusted with the chakki-owners. However, we remain concerned 

that this aspect of our results is less rooLed in hard-'1Waded 

unalys i.:, of facts about revealed behaviour of households--the 

ultimate decisionmakers in this context--than others, Clearly, 

maize tiil be favourably received by the poorest of household. 
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Presumabl y, it.s attraction to the others can he raised if 

appropr i a Le IIi I I i fig , packag i ig aind pr i c i ng ru Ies becan 
prtc't.i sed. 1 1 Lh is -;L.idy, i L has not. been poss i b Ie to go i nto al 

that. An irIeptI,h st.ti1y or the technical feasibi lity ol" introduc

ing maize into the ration-sLream in Bangladesh coulO well embrace 
each of the three above rubrics in the context of maize's
 

introduction. 

2.7 Optimum Lot Size and Frequency of Distribution
 

Both of these are in principle important issues in the con

text of subsidised food distribution for the poor. For them, the 

margin between access to adequate food and starvation is so deli

cately poised that. every effort has to be made to fine tune 

operational and logistical aspects of rationing soasto suit their 

intimate circumstances. If operating realities of rationing a .. 

the compulsions of the poor are not adequately dove-tailed, food 

and other resources meant.. for them may still not be taken advan

tage of by them- because, while the food was available de jure, 

the rules or1 the g'_ame were such as would count them out most of 

t.he Lime. Th e gener-al. point of course is that modalities of 

assisting the poor should be meshed into their absorptive 

capacity.5 By that capaicity we mean how much of foodgrain poor 

households can ideally buy at any given time. How much will 

intimately be related to the ability of households to carry 

foodgrain stocks.
 

There is always a fine tension between the gains of large

volume purchase on the one hand, and, at any rate for the poor, 

the ability to carry stocks. It is advantageous for the dealers, 

if they wanted, to be able to carry a large consignment to an 

union so as to lower unit handling change. But the MR dealers 

also want to secure rapid turnover of their capital. Their 
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preference i.s ror so I i rig what. iii int i ty they have on one hat day. 

Hiowever, povert'y orUrvny prospelCt i Vo oUS Lomers make smral l1 - lot 

:1y i ng the proew'ence ror many houseliolds who manage to receive 

any foodgrain .. al . ' 6, In suri, therefore, stia.I -lots and very 

inrrequent. di str i but. ion (lat. MR p, i -,.s) are among the enduring but 

very quest. i oriab lu feiLures orCmR. 

There is no way to improve frequency of distribution without 

raising the overall level of MR allotment. The larger the quan

t:ity available for distribution in MR, the more frequently can 

the dealers be al I Io . ted grains who, ini their turn, wil. dis

tribute more to tie houseliolds. But we are i n I ned to argue 

against such a course or acLion--on grounds of the relative 

demerits of general and corven Li onnl rationing which is not 

su'fi.cient.l y targe .eted. (enera I i sed food subsidies are also of 

dubious meri. because a good deal of the foodgrain mediated 

Lhereby h i t ie open market, wh i ch, in turn, allocate grain in a 

Iiassez faire fash ion. The access of the very poor to such food 

resources c'an b)e gitA rlnriteei less throuigh augmenting availability 

in the matrket ini goneral than throujgh di.reet. food in terven ti on 

(e.g. VGD) or in to developmental channels (e.g. FFWP ) . If a 

tradeoff is seen to exist. between augmenting act. i. vity Level in MR 

versus FFWP, we would pick up the latter as possessing the 

balance of the advantage. 

Nor is i.t advisable to insist that MR dealers must not sell 

to card- or slip-holders anything below,say, a 10-kgs. threshold.
 
beSuch an insistent would riot! in keeping with the poverty of means 

of the poor. Such an insistence would also be very costly to 

enforce. 
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2.8 Hui tiblc DistribuLion CetLre 

Localization of distribution centre is important since this
 

will have impact on the real cost of getting ration. Recipients
 

will consider not only the nominal price differentials of ration
 

goods but also the time lost in procuring such goods uncertain

titlies attached to each trip to the distribution centre. Thus
 

they will prefer the distribution centres in such places asto mini

mize tht risk of uncertainties and tinte involved. Most often, the 

ratioit recipients are day labourers. The opportunity cost of
 

procurirg rat ion goods will be valued in terms of income foregone 

there i n. Unless the benefit received from the ration goods is 

larger than the benef'it lost, they may not decide to lift ration. 

The chance of not lifting ration will further increase if bene

ficiary is not sure of getting ration on arrival to the Centre. 

If the probability of getting and riot getting ration is 50-50% lie 

will put more weight to the probability of not getting. This is 

because of' the well-known law of diminishing marginal utility. 

According to this law, the utility derived from a unit of income 
which is intra-margJnal is larger than the unit which is extra

margina.1.As such,a household who has an equal chance of gaining, 

say Tk.10.00 if he gets ration and losing Tk.10.00 in terms of 

the opportunity cost of time if he fails to receive any ration, 

then lie will weigh more to the chance of loss and decide not to 

go for ration. 

Unde. the above circumsLtanices the most suitable distributioni 

centres will be ones which the households visit in the course of 

their ordinary business of life and not specially for the purpose 

of lifLing ration. Obviously, such places are the market places 

in the countryside. It is thus, not necessary to have such 

centres at an equicentral place in the unions. Or, it is not 

necessarily meritorious that distribution centres are located at 

http:Tk.10.00
http:Tk.10.00
http:margina.1.As
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cquiditaIt places, This is because such equi-central or equi

dist,aiL cu, Ire will not ensure that the intended beneficiuiries 

As gathered fromt out, survey teami, almost all the ration 

shol)s in tho s tu(iy area. were situatted in market places. In other 

words, thu MR distribution sysLeln i.s unlikely to be improved on 

this partLcular count. 
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Table 2.0
 

Foodgrain Availability, Offtake-to-Availability Ratio and
 
Unit Budgetary Subsidy in Bangladesh PFDS
 

Year 
 Foodgrain availability (000 long tons) Offtake-availabilt- Ration-to-market prices,
Total Per capita (lb/yr.)per day 
 ratio(%) wholesale level (%)
Rice Wheat Total 
 Rice Wheat Total Rice Wheat 
 Total Rice Wheat
(1) (2) (3) (4) 
 (5) (6) (7) (8) (9) 
 i1o) (11) (12)
 

1972/3-1974/5 10018 
 1887 11905 .806 .15Z .958 
 2.03 15.13 17.17 35.2 
 35.8
 

1975/6-1977/8 11275 1265 12540 
 .846 .095 
 .941 5.10 8.10 1Q.13 66.8 78.9
 
1978/9-1979/80 11688 1968 13656 .828 .139 
 .967 4.55 10.75 15.16 62.2 
 81.4
 

1980/81 11963 1783 13746 .817 
 .122 .939 
 3.7 7.2 10.9 83.1 97.5
 
1981/82 12546 
 2121 14667 .840 .142 .982 4.8 8.5 
 13.3 73.4 
 86.4
 
1982/83 13020 2362 15382 
 .854 .165 1.009 3.9 9.2 13.1 93.5 82.8
 

1983/84 13193 
 2475 15668 .846 
 .159 1.005 
 3.2 9.8 13.0 79.9 83.4
 

1984/85 13335 3242 16577 
 .833 .203 1.036 2.4 13.1 
 15.5 80.0 85.5
 

1985/86 13878 2154 16032 .820 
 .126 .946 
 2.4 7.6 10.0 95.4 95.1
 

1986/87 ±4112 2702 16314 
 .814 .156 .970 2.9 9.9. 
 13.0 83.2 89.0
 

Source: 
Figures between 1972/73 through 1984/85 have been adapted from Chowdhury 1986
(Tables C.2,I, and A.7. For 1985/86 and 1986/87, figures are frov Food Situation Reports,
1985/86 and 1986/87, issued by Food Planning and Monitoring Unit in the Food Ministry,

Govt. of Bangladesh.
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Table 	 2.1 

Per Capita Intake of Iice and Wheat by Expenditure 
QuartiLes, Bang ladesh, (variouH years) 

(Kgs.
 

'xlnij 	 i LuIW' 1973/74 1981/82 1983/84 1985/86 
Quart i les 

Ist. 	 134.5 140.2 141.4 165.7
 

2nd 	 150.6 153.5 154.4 172.8
 

3rd 	 194.1 171.9 169.2 161.8
 

4 th 	 278.5 274.9 274.3 239.0 

Noto: 	 Throughout thi s -jtuJy, expendi ture ha-s been used. as a 
surrogate for permanent income at household level. The es
timates include rice flour and wheat flour, as well as 
grains. The methodology used by the BBS - the agency that 
c'onduc ts Household Expenditure Survey (HES) -- is 
r.i,.-nably comparable upto 1983/84 . After that, the 
methodology for 1985/86 lIES is quite different. The results 
for that year shoul.d not be compared with those for earlier 
years. 

Source: BBS, Reports or the Household Explenditure Survey for 
1973/74, 1981/82, 1983/84 and 1985/86.
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Table 2.2
 

Evolution of the Structure of the PFDS, 1972/73-1986/87
 

Years SR EP OP LE FM OMS/MO MR FFW/CD VGF/GR/ Others Total 
Relief PFDS 

activity 

(000 long 
(1) (2) (3) (4) (5) t6) (7) (8) (9) (10) (11) 

tons)
(12) 

19T2/3-1974/5 23.43 4.36 10.04 4.68 6.59 .07 43.95 0 6.89 0 2034 

1975/6-1977/8 23.65 6.30 16.05 4.(3 10.93 1.51 22.54 10.69 3.60 0 1658 
1978/9-1980/1 21.96 4.70 22.62 3.73 8.54 3.20 15.36 17.24 2.63 0 1898 

198/2-1983/4 14.81 4.99 18.67 3.15 6.21 5.90 20.40 19.90 4.44 1.52 2022 

1984/5-1986/7 10.02 6.51 15.43 2.29 5.97 7.76 13.09 26.74 11.01 1.36 2097 

Scurce: 
Data obtained from Food Division, GOB.
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'Fable 2.3
 

DuLL'rUinants of MR Offtake per Card, 1972/73 through 1986/87
 

Current-value version First differenct- version 
( )(2) 	 (-I (4) 

Const ant 0.33 0.35 0.0008 

AGfNC -2.49 -2.77 -1.18
 
(1.1) (1.3) 
 (.7)
 

P 	 -0.0007** -0.0001** 
 -.0004,,
 
(2.3) (2.5) (2.0)
 

ESOL 	 -0.25* -0.25* -0.23*
 
(f;.2) (6.2) (5.8) 

F1WP 
 +0.07 +0.004 -0.07
(.9) (. )(.70) 

VGI'.I 	 -0.17.** +.003(1.8) (1.0) 	 -. 03
(.3) 

T 
 +205.9**
 

(2.1)
 

w -0.00008** -0.19*** 
 -.00007
(3.1) ( .,9) (1.1) 

0.94 0.95 
 0.8b
 

Not.e, : 'L' -statisl cs in par(.nth.ses.
* 	 denotes significance at 99% leve.-}.

*$ dt! ot,uLW 1igilgii'icaice at Ilevel
95% and
 

***denotes significance at 90% level.
 

,Sour'e , D)aita colle1ted from Food I) i.vilion, Dhaka. 
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Table 2.4
 

Explaining MR Offtake at the District-level, 1986/87
 

Regressand
 
Rural MR Urban MR All MR
 
Offtake % of Offtake % of Offtake % of
 
per card offtake per card offtake per card offtake
 

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

Constant 37.6 0.69 452.9 0.89 49.7 0.77
 

DF -3.88 +4.45 -63.6 +0.25 -1.67 +0.47 
(..) (1.4) (0.5) (.8) (..) (..) 

%VGFP -23.4 -1.28** -151.8 -1.13** -36.6 -1.34*
 
(.7) (1.9) (0.6) (1.5) (1.1) (2.1)
 

%FFW -24.6 -0.81** -337.4* -0.93** -39.0** -0.82*
 
(1.1) (1.8) (2.2) (1.9) (1.7) (1.96)
 

%EOP -18.4 -0.53 -487.2* -0.47 -32.8** -0.50
 

(.8) 	 (1.1) (2.6) (0.8) (1.3) (1.1)
 

0.05 0.10 0.16 0.17 0.09 0.13
 

Notes: Figures in parentheses are t-statistics.
 
* represent significance at 97.5% level. 
** represent significance at 95% level.
 
Number of degrees of freedom was 44.
 
The symbol .. means t-statistics less than 0.5.
 

Source: 	Data generated from offices of District Food
 
Controllers in 49 new districts of Bangladesh.
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Table 2.5
 

Distribution of Households by land Ownershi,: and Cbowkidari
 
Tax Payment in Eight Unions
 

Land Ch:wkicariTa aic bi ousehold-, (Taka) 
Ow-nership 0 1-3 4-5 6-i0 1-20 21 and 1-10 All 
(in acre) above 
(1) 	 (2) (3) i4) (5) (6) (7) (8) (9)
 

0.0 - 0.50 5745 1003 2951 2541 10F4 421 6495 13725 
(54.2)
 

0.51-	 1.00 248 114 794 1314 565 - 406 2222 3441
~(13.6) 

1.01 -	 2.50 129 47 496 1440 1147 826 1983 4085 
(15.1) 

2.51 -	 5.00 26 15 29 457 881 1144 501 2552 
(10.1)
 

5.0i -	 7.50 7 - 3 25 162 473 28 67:7 
(2.6)
 

7.51 and above 5 - 4 16 97 689 20 881 
(3.2)
 

All 	 6160 1179 4277 5793 3916 3959 11249 25282
 
(24.3) (4.6) (16.9) (22.9) (15.5) (15.6) (44.5)
 

Notes: 	Figures in parentheses under the last row indicate column percentages relative
 
to total number of households in our census. Figures in parentheses under
 
numbers in the last column are row percentages.
 

Source: Data from Census of households in eight unions.
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Table 2.6 

Distribution of Sample Households by Chowkidari
 
Tax and Land Ow'nership Classes
 

Land Land ownership_ class 
ownership -0.25 0.26- 0.51- 1.00- 1.50- 2.50- 5.00- 7.50+ All 

0.50 0.99 1.49 2.49 4.99 
 7.49
 
Chowkidari Tax
 

i ) (2) (3) (4) (5) (6) 
 (7) (8) (9) (10)
 

Zero 54 
(42.5) 

4 2 
(15.4) (7.7) 

2 
(7.7) 

- 62 
(21.5) 

1-10 61 17 19 9 12 4 1 123 
(48.0) (65.4)(73.1) (34.6) (40.0) (13.3) (6.7) (42.6) 

11-20 i0 1 3 5 11 8 2 40 
(7.9) (3.8) (11.5) (19.2) (36.7) (26.7) (13.3) (13.8) 

20+ 2 4 2 10 7 18 12 9 64 
(1.6) (15.4) (7.7) (38.5) (23.3) (60.0) (80.0) (100) (22.1) 

All 127 
(100) 

26 
(10C) 

26 
(100) 

26 
(100) 

30 
(100) 

30 
(100) 

15 
(100) 

9 
(10() 

289 
(100) 
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Table 	2.7
 

MR Activity per Card in the Districts, 1986/87
 

District No. of Qty.allotted in No.of ration Allotment of
 
distress dis- MR (000 kgs.) cards in MR wheat through
 
factors tricts (rice and wheat) (000s) dealers
 

per card (kg.)
 
UP Poura- Union Poura- Union Paura

shava Pari- shavas Pari- shavas
 
shad 	 shad
 

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

1.00 19 68188 15702 3009.7 169.9 22.6 92.4 
1.01-1.10 9 41169 6849 2082.5 131 19.8 52.3 
1.11-1.50 22 91868.5 25738 5948.1 289 15.4 89.0 
All 50 201226 48289 11040 589.9 18.2 83.6 
districts 

Note: 	Upazila level distress ranks are averaged to yield
 
district averaged distress rank.
 
Districts are in rank level 1.00.
 

Source: 	Data supplied by offices of the District Controllers
 
of Food in fifty new districts.
 

Table 	2.8
 

Quantity Lifted per Card in MR, and % of
 
Allotment Lifted in MR, 1986/87
 

District Qty.lifted in Lifting of MR % of allotment lifted
 
distress ration per card MR dealers Atta
 
factor UPs Poura- UPs Poura- UPs Poura- chakkis
 

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

1.00 43872 11578 14.6 68.1 64.3 73.7 70.1
 
1.01-1.10 26348 5754 12.6 43.9 64.0 84.0 74.3
 
1.11-1.50 59703 21230 10.0 73.5 65.0 82.5 75.4
 
All 129923 38562 11.8 65.4 64.6 80.0 73.3
 
districts
 

Source: 	Data supplied by offices of DC, Food in fifty
 
districts of Bangladesh,
 

3
 

http:1.11-1.50
http:1.01-1.10
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Table 2.9 

Distribution of Per Capita Expenditure by UPs
 

UPs H/H EXPENDITURE ON 
size Rice Wheat Other H/H Clothes Educa- Medical Fuel,soap, Others Total Pei 

foods durables tion cosmetics capita 
husking, Expendi

ture 

1.Raniganj 5.19 1152.02 262.33 1191.76 70.51 207.51 33.93 36.97 402.05 74.13 3431.21
 

2.Amar pur 5.24 1176.97 58.42 1567.03 93.94 260.13 45.42 65.45 418.37 80.91 3766.64
 

3.Parsuram 6.34 1422.73 91.45 1731.98 85.28 278.52 61.02 76.59 317.31 64.98 4129.86
 

4.Ashikati 6.09 1284.19 156.47 1561.50 77.47 257.44 30.39 118.64 228.97 27.72 3742.79
 

5.Damurhuda 6.97 1153.77 330.77 1417.74 51.26 196.29 19.35 46.44 373.88 46.95 3636.45
 

6.Madanpura 7.06 1428.40 75.09 1408.83 75.33 262.38 76.46 59.60 280.89 51.73 3718.71
 

7.Rudrakar 5.68 1140.78 268.43 1412.C5 76.40 2Z2.32 8.63 29.23 507.39 42.31 3737.54
 

8.Ali pur 6.03 1114.87 299.54 1491.14 81.95 233.35 30.37 33.39 386.44 45.49 3716.74
 

Mean 6.07 1241 193 1476 76 243 39 59 360 53 3740.00
 
(33.18) (5.16) (39.47) (6.50) 	 (9.62)
 

S.D. 	 0.67 123 104 137 12 27 21 27 81 16 178
 

Note: 	Figures in parentheses represent expendisture percentage
 
shares for selected commodity groups.
 

Source: Beacon Field Survey 1987/88.
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Table 2.10
 

Conditional Budget Shares 
of Expenditure
 

on Major Food Items
 

Conditional
Total Budget 
 Budget Share(%)
Share (%) 


42.65

33.18 


Rice 


6.63

5.16 


Wheat 


50.72

39.46 


Other food 


100.00

77.80 


Total 


2----------------------------------------------------------


Source: Table 2.9.
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Table 2.11
 

Quartile Distribution of Per Capita Expenditure
 
with Major Components
 

(In Tk.)
 

Per Expendi- Expendi- Expendi- Expendi- Expendi- Expendi- Expendi- Expendi

on ture on ture on ture on ture 	on
 
capita ture on ture on ture on ture 


edn. & Fuel, others
Domes- clothes
exp. Rice Wheat other 

food tics Du- medical 	 soap
 

cosmerables 

tics &
 
husking
 

Ist
 
44 271 30
Z82 1118 38 166
Quartile 3031 1082 


2nd
 75 377
1004 51 200
Quartile 3129 1192 181 49
 

3rd
 65
270 100 312 

Quartile 4200 1349 160 1870 74 


4th
 485 70
1950 146 344 180 

Quartile 	 4672 1355 142 


All
 
(Weighted
 

1476 76 243 98 	 360 

Average) 3740** 1241 193 	 53
 

Beacon Field Survey 1987/88.
*Source: 


* 	Sum total of the columns may not add up to the total per capita
 

expenditure due to rounding up errors.
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Table 2.12
 

Quartile Distribution of Pe- Capita Expenditure
 
with Bcdget Shares of Major Components
 

Total No. Total Average Average Average Domestic Average Average Fuel,soap Others Total
Quartile 

of Per- expen- budget budget share Durables Budget share cosmetics (%) Budget
 

scns/ diture share share of oth-
 share Edn. & & Match Share
 

rice wheat er of medical (%)
H.H* per 

capita atta food
 
(Tk.)
 

Ist
 
1.45 8.94 .99 100
quartile 456/72 3031 35.70 9.30 36.89 1.25 5.47 


2nd
 
32.08 1.63 6.39 2.40 12.05 1.56 100
quartile 434/72 3129 38.10 5.78 


3rd
 
6.43 2.38 7.43 1.55 100
quartile 434/73 4200 32.10 3.81 44.52 1.76 


4th
 
quartile 417/72 4672 29.00 3.00 41.74 3.12 7.36 3.85 10.38 1.50 100
 

All
 
2.62 9.60 1.42 100quartile 1741/289 3740 33.18 5.16 39.47 2.03 6.50 


Bottom 75% 3446 35.31 6.35 37.81
 

Top 25% 4672 29.00 3.00 41.74
 

** H.H. = Household.
 

*1* There may be some rounding up errors.
 

$ Source: Beacon Field Survey 1987/88.
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Table 2.13
 

Physical Quantities Consumed Per Capita Per Year 
(kg.)
 

Quartile Self 
 Market Ration 
 Rice from Self Wheat Raicn iprodu- Rice Rice GFP Flour, Maize Yearly total
Other prdodu- from Wheat Wheat 
 Theat Fried
ced H/H cereal
sources ced 
 Market 
 rice, consumption
 
suzi,etc.-
 per capita
 

(in kg.)
 

Istquartile 33.7 74.0 
 0.49 0.32 4.7 34.2 0.-7 1.23 0 
 2.97 0 150.10
 

2nd
quartile 52.67 64.5 
 0.72 0.8 
 4.0 20.5 
 1.2 0.18 1.31 2.53 
 148.49
 

3rd
quartile 86.57 54.8 
 0.41 0.31 
 2.8 18.6 1.24 0.39 0.85 
 4.90 0 170.93
 

4th
quartile 101.21 
 40.85 0 
 0 4.3 10.31 .78 0.15 0.52 5.99 
 0 164.06
 
All 
 68.02 58.80 0.41 
 0.35 
 3.96 21.12 0.89 
 0.5
quartile 0.66 4.08 0 158.78
 

Note: These figures are per capita (weighted average) consum:ion of cerea'
and cereal derivative per year in kgs.
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Table 2.14
 

Percentage Share of Various Cereal and Cereal Derivatives Relative
 

to Total Physical Cereal + Cereal Derivatives as the Base
 

Rice f . Self Wheat Ration FFW VGFP Flour, Maize
Quartile Self Market Ration 

produ- Rice Rice Other prdodu- from Wheat Wheat Wheat Fried
 

rice
sources ced Market
ced 

Suzi
wheat
Rice 

etc.
 

Ist
 
0.0025 0.0082 0 0.0197 0
quartile 0.2245 0.4930 0.0033 0.0021 0.03131 0.2285 


2nd
 
0.00880.0170 0
quartile 0.3547 0.4344 0.0048 0.0054 0.0269 0.1380 0.0081 0.0012 


3rd
 
0.1088 0.0073 0.0023 0.00500.0287 0
quartile 0.5064 0.3206 0.0024 0.0018 0.0163 


4th
 
0 0.0262 0.0628 0.0047 0.0009 0.00320.0365 0
quartile 0.6169 0.2499 0 


All
 

0.0031 0.00420.0256
quartile 0.4283 0.3703 0.0026 0.0022 0.0249 0.1330 0.0056 0
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'Table 2.15 
EstimuLted Marginal Budget 

Comincdi Li es 	 Qi-Q:j 

1. 'Sll, RiceProduced 0. 185 
2, Market, Purchased Rice 0.027 
3. 	 R tiol l Rice -0.000 
1. 	 1 6 ( l)htiled otheri f'ron 

SOUCt _S -0.0041 
:. Sel" Iroduced wheat (ara) 0.007 
6. Wheta_ /Atta from market 	 0 .820 
7. 	 MR uli: t. 0.310 
8. 	FPW wieha., t. -0.2,0 
9. 	Vt$FP wheaL -0.008 
10.1,'1oui 	 ,IFriel rice,Suzi, 

S li.a. t.i . 0.017 
11 . Mai z. 	 0 
12. 	 l,a r Fishl,': 0.035 
13 .SH1al I ' sh 0 C.11 
I'.t C I'ih 0.018 
15. lea I: I I awll, cow, btizfalow etc) 0. 0 15 
16.Chicken V Duck meat 0.029 
17. Frush mi lit 0.041 
18.Cafrod Milk 0.001 
1 .(iht./lmtu.,er~ 0.003 
,0..l. gs 0.007 

N i1ik 1 1,. 	 0.010 
22.AII fish 0.094 
23.Al.1[ Meat. and Eggs 0.051 
24 .AI1 ll i k 0.043 
25. Pulseh 	 0.017 
26. Potatoles 0.01.0 
2'7 .V(f/L!I iV11)t 0.041.es 
2:8 .- dibl. Ui.l(excepLt Soyabeani) 0.020 
29 . Soylih.;lr 0.002 
30 .Spi cem 0.013 
31 Iru i IS 0.005 
32. i Si.wit r 0.000 
33MNiarht iugar 0.004 
34. Gu1 0.006 
3 5 AI I i ceu 0.208 
:16. All w . 0 .002 
:37. All 'rt 0.228V(a l.S 

38. Al 1. egel.ables & fruits 0.056 
39.All edible oil 0.017 

Shares 

Q4 QI-Q4 

.191 0.227 

.070 -0.563 
0 -0.001 

0 -0.003 
0.003 0.001
 
0.048 -0.0.12 
0.000 0.001
 
0.002 -0.0Ol
 

-0.005 -0.003
 

0.003 0. 174 
0 0 
0.019 0.035
 
0.016 0.032
 
0.011 0.014
 
0.0.Z 0 .026 
0.018 0.027 
0.025 0.052
 
0.010 0.007
 
0.003 0.004 
0.003 0.011
 

0.014 0.052
 
0.0,16 0.083
 
0.043 0.065
 
0.035 0.060
 
0.005 0).019 
0.009 0.011
 
0.030 0.044 
0.011 0.021
 
0.002 0.000 
0.051 0.005 
0.012 0.011
 
0.001 0.000
 
0.003 0.008 
0.001 0.005 
0.121 0.166 

-0.000 -0.039 
0.072 0.1'14 

0.052 0.067 
0.014 0.022
 



85
 

Table 2.16
 

Distribution of Per Capita Expenditure on
 
Ration Goods by Quartiles
 

(in Tk.) 

Per Cauita Expenditure 
Tctal Rice Wheat Sugar Total Lxp. on Ration 

..st 3031 11.45 2.17 - 13.62 
quarti Le (.449) ** 

2nd 3129 5.59 6. 1,4 1.63 13.66 
quart i 1.L ( .437)r 

3rd ,4200 3.76 7.96 0.25 11.97 
quart i.L.e (.285) 

4th 4672 0 5. 15 2.84 8.69 
quart i. e ( .1.86) 

All 3740 5.33 5.56 1.15 12.04
 
quartiL.e (4.27) (46.18) (9.54) (.322)
 

Bottom 75% 3446 7.00 5.47 0.62 13.09 

(.376)
 

IM) 25% 1672 - 5.85 2.84 8.69 

(1.86)
 

* Source-: ,eacon Field Survey 1987/88. 

** 	 Figures in the parentheses indicate percentage of total 
per capita expenditure. 
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Table 2.17
 

Quartile Distribution of Per Capita Expenditure on
 
MR Goods as Percentage of Total Cereals
 

Income Groups Per Capita Per Capita Col. 3 as 
Expenditure Expenditure % of 
on cereals Ration Cereals CoI.2 
(Tk.) (Tk.) 

Ist quartile 1364 13 .62 0.998
 

2nd quartile 1373 13.66 0.995
 

3rd quartile 1509 11.97 0.793
 

4th quartile 1497 8.69 0.580
 

All quartiles 1434 12.04 0.839
 

Bottom 75% 1414 13.09 
 0.926
 

Top 25% 1497 8.69 0.580
 

Source: Adapted from table 2.11 and 2.16.
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Table 2.18
 

Distribution of Households Having Less Than 0.50 Acre
 
Land, Having MR Cards and Having Received Ration
 

UPs 	 H/H having Land Owned MR card Per capita Ex
less than by Col.2 holder pcnditure on 
0.50 acre (%) H/H Ration; 
land (%) %) 

(%)
 

1. Raniganj 58.8 
 4.2 9.78 .4269
 
2. Amar 	pur 59.7 3.4 
 21.82 .0207
 
3. Parsuram 55.1 5.5 1.85 
 .0554
 
4. Ashkati 66.0 15.5 7.74 
 .2362
 
5. Damurhuda 46.0 
 2.4 41.65 .9685
 
6. Madanpura 43.5 4.9 
 54.12 .0245
 
7. Rudrakar 51.0 7.2  _ 
8. Alipur 51.5 5.1 
 1.69 .0317
 

All UPs 	 54.20 5.1 17.61 0.224
 

Source: 	Beacon Field Survey, 1987/88.
 
* Ration includes rice, wheat, and sugar. 

Table 2.19
 
MR Distribution of Wheat and ALta
 

UPs Atta Wheat through lotal
 
Chakki MR Dealers MR Dealers
 

(%) (%) 	 (%)
 

I.Raniganj 	 - 5 95 	 100
 
2 .Amarpur 	 .- 96 100

3 .Parsuram 11 89 100
 
4.Ashikati 35 
 -	 65 100 
5.Damurhuda 	 24 27 
 49 	 100
 
6.Madanpura 	 13 - 87 
 100
 
7.Rudrakar 
 -	 100 100
 
8.Alipur 23 77 
 100
 

All PUs 	 14% 
 4% 	 82% 
 100
 

Source: 	Beacon Field Survey 1987/88. Also adapted from
 
tables 3.1 and 4.3.
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Table 2.20 

Retwi .1Pri c,, vi i lin t. i on 	 Price of A, tLa (1986/87) 

Months 	 Absolute Difference of Market Market Price as a 
Price from Ratior. PriCe ratio of 	 Rationi Price 

July -0.29 	 0.956 
Aug ,; t -1). 17 	 0.974 
SepLti,ber 	 -0.33 0.945 
OcLLjb, L-	 +0.58 1.088 
NoveiCvhr 	 +0.55 1.084
 
Decembcr 	 +0. 25 1 .038 
January +0 .2,1 	 1.036 
February 	 +0.21 1 .032 
March 	 -0.03 0. 992
 
Api' i 1 +0.26 ] . )

Nay +0 31 	 1.0,17
,JlIIe 	 -0 .07 0. 989 

Sour-e: 	 Retail at.ta )' i e was obtain(d from 1)iree Lora t, of
 
Agricut.ural Markt. i rg, GOB.
 

'rabl(: i.21
 
M1 Li LLing per flou-ehold wiLh M14 Cards 1986/87
 

U 1.1. 	 liouse- Quant i Ly I i f.od by MR teal ( ' QLy . l ift d 
holds pe r' __u_.h. I -_ . b ._rjs.. . per adu It
with NR Wheat Rice All equivalent 
Cardh 
 nieibe r 

I . RaiI .iUrIj 341 3.859 2.428 6 .287 	 1.048
2.Awarpur 752 	 1.652 1.089 2.741 0.457 
3. Par ;uram 56 21.321 1,t.000 35.321 5.887 
4.Ash il 	 ti 263 	 3.502 2.966 6.468 1 .078, 
5 .DaIufiuda 1559 1.203 0.866 2.069 	 0.345 
6 . MadanlUr.l 1439 0.370 0.306 0.676 0. 113 
7. Rud r'akar - - -	 -
8 .Ali.pur 41 6.000 	 8.195 14.195 2.366 

Averag(, 	 of 4451 1.6,16 1.200 2.8416 	 0.474 
a1 I uion 	 s 

Rhudraluar had - ifted 801 mind.. MT wheaL and 675 Ids. of rice. 

Sour (-t!: ,c'LBuSo1 hotcholds, survey of MR dealer. 
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'i'A )(, 2. 22 

Cap Between Amount Lifted and AmoLnt
 
Distributed Under MR (1986/87)
 

(in Itids.:i 

AI. 8 1nnions* 
Lifted Disbursed Balance 

1. 	 'l tal wieat 8130 1755 6375
 
(21.6%)
 

2. 	 To la]l Uice 6017 2321 3696 
(38.6%) 

Total 14147 4076 10071
 
(100%) (29%) (71%)
 

Ent i 'ied Receiv2d Balance
 

3. Numnbeir or Persons 
liar ing cards 26706 5761 20946 

('21.6%) 

4. AawouniL received per ration 
card hactual recipient 
rice & wheat) 26.39 kgs. 

5. AMiount received per card 
(enti Llculent) 5.69 kgs. 

* Figtures in parentheses indicate percentage of the total. 

Hour.(..(.: lh 1, on I,'icl SUl'Voy I98l7/11 ahio AdaiptledO anl 1 f'romi 
tables 3.1. 



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

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

-- ------------------------------------------------------------
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Table 2.23
 

Households Attitude Towards Acceptance
 
of Maize at 10% subsidy.a
 

Percentage
 

1. Percentage of households wio would
 
buy maize at 10% subsidy 
 55%
 

2. 	Percentage of households who would not
 
reduce .heat purchase due to maize 
 45%
 

3. 	Percent of households who would
 
reduce wheat purchase
 

18% households 
by 	 60%
 
18% 
 40%
 
9.5% 
 25%
 
9.5% 
 20%
 
45% ", 
 0%
 

1OC%
 

Note: The questions asked in 
the survey of households was "If the
 
government were 
to 	distribute milled maize 
in 	place of
wheat or atta (of comparable food value) in rural ration
 
ing using the same marketing system at a 10% additional
 
subsidy, would you 
switch from wheat/atta to milled maize
 
as a result ? If yes, 
by 	what percentage ?
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Table A. 1
 

Distribution of Per Capita Expenditure on Various
 
Food and Non-food Items by Unions
 

Name of Uri.ion 11/1t Total per lice,Whcat Per capita Per capita 
size capita and Atta expendi- expendi

expendi- collection ture on on wheat 
'ture rice arid attu

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

1. Ian i gan,j 5. 19 3.131.21 2356. 55 1152.02 262.33 
2. Amiarpur 5.24 3766.64 2616.72 1176.97 58.42 
3. Parshurmii 6.34 4129.86 2724.62 1,122.73 91.45 
4. Ash ihat hi 6.09 3742. 79 2139. 11 128,1 19 156.47 
6. Damu-Iuda 6.97 3636 .45 2106 .99 115:3. 77 330.77 
6. Mad&inptva 7.06 3718.71 29,10.68 1428.21 75.09 
7. P druh.It;',1 5.68 3737.54 271.6.73 1140.78 268. 43 
8. Alipur 6.03 3716. 74 2897.06 1114.87 299.54 

R i co Whea 1, 
P"o"0111 own rolm mar- }1rom From Own- Narke L r,a! .ol
aucuoLu1 L ket pur- rat ion o t.-her acCCOMIL i)ltrL'i-ChUSC ing 

i)roduc- chase sour- output of, alia/ 
Li o ri C, U S wh e a L 

(7 ) { )( ){ 0 l )( ;: 1 1 

1. 356.3 750 6.1 16.2 - 254.4 7.9 
2. 68 1.6 470 - - - 58.4 
3. 660.6 762.1 -.. 91.4 

1. 165.9 1115 3.4 - - 151.9 4.5
 
5. 627.4 510 1,.0 2.8 33.4 277.0 20.3
 
6. 712.0 716 0.4 - - /5.1 
7. 428.2 703 - 10.0 65.2 
8. 499.0 571 - 21.5 83.8 214.6 1.18 

http:271.6.73
http:29,10.68
http:1,122.73
http:3.131.21


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

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

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

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

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

92
 

Table A.1 (Contd.)
 

Dairy
ex- Fish exp./ Meat Meat!

Flour, Maize Fish 


expen- capita product
capita
cheera, pendi-

diture
etc. ture 

(19) (20)
(18)
(14) (15) (16) (17) 


75.89 533.84
404.43
924.97 186.63
1. 44.33 0 

159.19 924
 

2. 55.21 0 1276.42 219.49 890.84 

1150 181.80 717.6
 

3. 109.88 0 1945.71 352.49 

694.97
774.51 127.52 


4. 73.59 0 2571.43 451.73 

955.59 124.39 830.46
 

5. 23.38 0 1212.92 167.29 

122.05 1421.49
 

6. 69.21 0 2377.71 358.90 808.46 

131.03 590.06
 

7 60.86 0 1458.86 264.53 758.06 

662.06
 

8. 55.97 0 1649.49 271.74 937.37 149.48 


Bread, Pulse/ Potato, Vegetable/

Dairy Tinned Tinned 


Leaf cap Sweet capita

product/ milk milk/ 


potato/
cap cap of tea 

/cap capita
 

(27)
(24) (25) (26)
(21) (22) (23) 


75.0 73.20 167.14
0 29.22
1. 84.77 0 

209.25
57.68 59.36 90.82


2. 147.83 101.05 9.47 

79.20 104.57 250.21
15.03 26.10
3. 122.98 114.86 


81.63 212.27
30.74 72.63
4. 118.96 29.14 4.15 

218.62
15.50 62.25 88.95


5. 100.04 41.85 5.98 

61.67 218.47
2.06 45.88 86.02
6. 205.91 51.43 


77.74 121.70 279.43
13.18 31.25
7. 102.20 108 

0 0 27.99 60.52 118.04 259.43
 

8. 91.95 
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'Fable A. I (Contd. 

Mustard Onion,chitli Spice/ Fruit/ Sugar Sugzr Gur/ 
Soyaben turmeric, cap. cap. Ration/ Market cap. 
oi 1. and Garlic etc./ cap. price/ 
others/ cap. cap. 
c'n 1) .

(nZl) ( 29 ) (,31 ( 31I) ( 32 ) (32) (33 ) 

I. 80.15 1.56. 80 1.66 25.23 0.65 16. 17 33. 22 
2. 122.27 112.43 23.43 37.69 0.76 29.37 35.59 
3 113.61 101.93 21.60 23.16 2.29 27.63 29.99 
4. 78.52 94.66 23.35 22.52 0.9,1 2:.33 39.49 
5. 107.55 99.70 16.87 36.07 1.92 16.27 38.06
 
6. 102.18 69.68 25.08 4.4 0.51 12.63 42.86
 
7. 117.28 80.19 11.77 18.04 0.34 24.26 41.79
 
8. 100. 91 77.29 [1.9 1 26.0Z 0 20.90 34.26 

Sweet, Bidi, Cigarette Fuel All soap Shampu, Match 
Cheese Tobacco (for cosmati c 
t(.a , cigarette' (11i gh cook ) coconut 
cofee (little price) oil
 

price ) 

(34) (35) (36) (37) (38) (39) (40)
 

1. 1:1.32 43.93 0 284.09 54.52 45.99 7.67
 
2. 31.36 59.18 0 291.53 52.84 41.18 7.39 

3. 35.72 84.17 18.86 180.12 69.70 56.01 11.18
 
4. 33.46 99.89 0 118.58 58.36 13.38 7.39 
5. 31.75 84.67 8.24 285.72 44.28 28.01 8.09
 
6. 24. 66 62. 68 0 178.67 47.92 35.06 7.35 

7. 8.05 95.42 5.71 318.45 55.67 105.94 9.17
 
8. 2.40 74.16 0 271.08 50.50 37.17 10.22 
All 22.74 75.25 4.09 242.51 54.07 48.70 8.53 
ar
ells 



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

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

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

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

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

--- -----------------------------------------------------------
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Table A.1 (Contd.)
 

Cloth Cloth Second Others Umbrella Stove Hurricane,
 
handloom Mill hand cloth shoe torch,
 
product product cloth Battery,
 

Kerosine
 
(41) (42) (43) (44) (45) (46) (47)
 

1. 122.61 53.72 10.39 20.79 15.87 11.03 38.22
 
2. 136.66 88.10 7.44 27.93 22.26 20.47 49.36
 
3. 143.61 89.01 7.47 38.43 20.37 13.24 49.85
 
4. 142.72 81.75 6.65 26.32 16.21 12.55 47.59
 
5. 115.45 50.30 18.31 12.23 12.23 10.46 8.57
 
6. 143.81 81.37 10.49 26.71 17.72 12.22 43.02
 
7. 131.13 78.02 28.12 15.00 17.30 11.39 45.11
 
8. 133.63 61.69 23.69 14.34 15.86 18.41 41.42
 
All 133.40 72.71 14.04 22.61 16.96 13.47 42.98
 
ar
eas
 

Lock, Other Educa- Medical Communi- Gifts Rice and
 
key useable tion cation wheat hus

things Exp. king
 
(48) (49) (50) (51) (52) (53) (54)
 

1. 0.84 4.55 33.93 36.97 12.66 4.26 9.78
 
2. 1.06 0.79 45.42 65.45 17.60 18.30 25.43
 
3. 1.88 0 61.02 76.59 10.16 11.98 10.15
 
4. 1.12 0 30.39 118.64 7.12 4.73 1.26
 
5. 0 1.80 19.35 46.44 9.48 3.77 7.78
 
6. 1.17 1.20 76.46 59.60 11.97 5.48 11.89
 
7. 0.68 1.92 8.68 29.23 4.93 0.81 18.17
 
8. 1.09 5.17 30.37 33.39 6.97 3.05 17.47
 
All 0.97 1.93 37.99 58.05 10.20 6.61 12.78
 
ar
eas
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Table A.I (ConLd.) 

Remaining Barbar Misceila- Festi- All Per capita 
repair & 
lNhL ii .e -

nai"e 

Exp. neous vities Others Expenditure
(Th , ) 
(Tke 

(55) (56) (57) (58) (59) (60) 

1. 22.40 9.89 1.30 22.39 1.23 3431.21 
2. 3.38 14.66 2.49 19.42 5.06 3766.64 
3. 0 17.15 0.16 14.03 1.15 4129.B6 
4. 0 13.31 0 9.56 0 3742.79 
5. 4.24 12.45 0.04 11.62 5.35 3636.45 
6. 1.36 14.33 0.78 16.62 1.19 3728.71 
7. 1.65 13.81 0.46 18.,18 2.17 3737.j-1 
8. :1.74 11.46 0.84 13.81 5.62 3716.74 
All 4.70 13.36 0.77 15.77 2.78 3740.00 
ar- (100%) 
C:IIH 



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

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

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

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

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

-----------------------------------------------------------------
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Table A.2
 

Quartile Distribution of Expenditure
 
with Detailed Components
 

Quartile 	 Consump- Market Purchase Rice Consump- Market
 

tion purcha- from obtai- ex own- purcha

ex own se,rice modified ned account se,wheat
 

account ration- from product
product- ing,rice other ion,
 
ion,rice sources wheat
 

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

Ist 	 315.77 739.10 4.45 22.0 33.75 239
 
(24.38) (.147) (.726) 	(1.113) (7.885)
quartile 	 (10.42) 


147.12
2nd 523.58 658.62 5.59 6.33 27.24 


quartile (16.733) (21.049) (.179) (.202) (.871) (4.70)
 
581.47 3.76 1.12 	 18.25 133.85
3rd 760.01 


quartile (18.09) (13.843) (0.089) ( .) (0.434) (3.187)
 

4th 1004.91 350.40 0 0 28.62 70.33
 
(7.80) 0 0 (0.637) (1.566)
quartile 	 (22.37) 


148.8
All 646.62 590.00 5.33 1.66 26.71 


quartiles (17.33) (15.77) (.1425) (..) (0.716 (3.99)
 
661.17 4.60 10.70 	 26.54 100.17
Bottom 529.19 


75% (15.36) (19.19) (0.134) (0.311) (0.770) (2.91)
 

Note: 	In this table, figures in parentheses represent
 

percentage share in total expenditure of an item.
 

The figures above the parentheses are expenditure per
 

year on that item.
 

MR FFW FGFP 	 Flour,ch- Maize Large
 

Wheat Wheat Wheat 	 eera.mu- fish
 
ri,suzi,
 
semai etc
 

(8) (9) (10) (11) (12) (13)
 

Ist 2.17 6.10 0 43.89 0 45.41
 

quartile (0.0716) (0.2012) 0 (1.448) 0 (1.50)
 

6.44 	 .97 7.49 39.71 0 76.42
2nd 

quartile (0.2060 (..) (0.239) (1.269) 0 (2.442)
 

2.07 4.51 77.28 0 109.96
3rd 	 7.96 

(2.618)
quartile (0.189) (0.0492 (0.107) (1.84) 0 


89.40 0 148.90
4th 5.85 .83 2.78 

(K.) (0.62) (1.99) 0 (3.314)
quartile (0.1302 

2.55 3.65 62.34 0 94.51
All 	 5.57 


0 (2.533)
quartiles (0.149) ( .) (0.098) (1.671) 

3.9 53.45 0 	 76.69
Bottom 5.47 3.10 


75% (..) (0.114) (1.55) j (2.225)
 



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

-----------------------------------------------------------------
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Table A.2 (Contd.)
 

Small Cat. Meat of Chicken Fresh Canned 
fish fish I amb,cow or duck milk IIIilk 

buffalow meat 
etc. 

(14) (15) (16) (17) (18) (19)
 

ist 111.09 23.48 29.55 45.04 31.i8 0
 
quartile (3.67) (0.775) (0.975) (1.486) (1.03) 0
 
2nd 124.56 24.08 47.06 54.36 43.05 5.39
 
quartile (3.98) (0.77) (1.503) (1.737) (1.375) (0.172)
 
3rd 184.51 36.52 60.25 95.94 107.45 7.13
 
quartile (4.39) (0.869) (1.43,) (2.284) (2.558) (0.169)
 
4th 163.38 50.56 110.56 109.81 192.64 24.72
 
quartile (3.314) (3.637) (1.123) (2.461) (2.445) (4.29)
 
All 145.55 33.53 61.40 75.89 92.66 9.16
 
quar Iil, (3.90) (0.899) (1.6,16) (2.03 ) (2. 184) (0.245)
 
Bottom 139.53 27.95 45.33 64.75 60.03 4.10
 
75% (4.05) (0.811) (1.315) (1.878) (1.742) (0.119)
 

("iee/ l'ulscH1Potato- Vege La- Mus turd SoYbean
 
butter es ble, oil oil
 

spinach
 

(20) (21) (22) (23) (24) (25)
 

Ist 0 47.06 46.53 169.31 47.34 21.22
 
quartie 0 (1.552) (1.535) (5.585) (1.562) (0.70)
 
2,1d 0.44 52.15 55.35 194.57 65.39 17.34
 
quartii ( .) (1 .666) (1.77) (6 .22) (2.089) (0. 554)
 
3rd 5.14 75.18 61.22 221.97 96.61 20.18
 
quartile (0. 122) (1.789) (1 .,157) (5.28) (2.30) (0.480)
 
,4th 13.14 100.54 72.36 264.97 213.44 86.09
 
quartile (0.293) (2.238) (1.61) (5.90) (4.75) (1.916)
 

All 1.61 68.46 58.74 212.27 77.92 21.11
 
qu1art.il s (0.124) (1.835) (1.574) (5.689) (2.088) (0.566)
 
Bottomm 1.83 57.93 54.23 194.81 69.37 19.61
 
75% (0.053) (1;681) (1.574) (5.653) (2.013) (0.569)
 



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

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

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

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

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

-------------------------------------------------------
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Table A.2 (Contd.)
 

Other Onion, All Fruits MR Market
 
edible garlic, other Sugar Sugar
 
oils turmeric spices
 

salt
 
(26) (27) (28) (29) (30) (31)
 

Ist .42 67.87 11.19 13.47 0 2.33 
quartile 
2nd 

(..) 
.22 

(2.239) (0.369) 
69.51 15.12 

(0.444) 
15.04 

0 
1.63 

(0.077) 
16.56 

quartile 
3rd 

(..) 
0 

(2.22) 
93.40 

(0.483) 
21.73 

(0.481) (0.052) 
28.01 0.25 

(0.529) 
25.07 

quartile 
4th 

0 
1.06 

(2.22) 
347.42 

(0.517) 
73.42 

(0.666) 
52.15 

(..) 
2.84 

(0.596) 
43.13 

quartile (0.024) (7.734) (1.634) (1.16) (0.0632) (0.96) 
All .26 85.32 12.03 26.97 1.16 23.17 
quartiles 
Bottom 

(..) 
.22 

(2.286) 
76.77 

(0.322) 
15.93 

(0.723) (0.031) 
18.74 .62 

(0.62) 
16.65 

75% ( .) (2.227) (0.462) (0.543) (.. ) (0.483) 

Gur Curd Bidi,To- Costly Fuel Fuel
 
bbaco Cigare

tte
 
(32) (33) (34) (35) (36) (37)
 

Ist 1.13 29.32 71.82 9.04 165.90 56.04
 
quartile (1.027) (0.967) (2.369) 
 (0.298) (5.473) (1.848)
 
2nd 31.07 19.46 68.60 0 246.22 51.84
 
quartile (0.992) (0.622) (2.192) 
 0 (7.87) (1.656)
 
3rd 36.22 37.00 94.09 10.37 226.31 52.62
 
quartile (0.862) (0.88) (2.24) (0.246) (5.387) (1.252)
 
4th 38.56 7.18 59.03 8.35 242.84 47.00
 
quartile (0.858) (0.16) il.31) (0.19) (5.41) (1.05)
 
All 33.86 23.38 73.47 6.97 219.79 52.00
 
quartile (0.907) (0.626) (1.969) (0.187) (5.89) (1.393)
 
Bottom 32.28 28.61 78.05 
 6.52 211.96 53.55
 
75% (0.936) (0.830) (20265) (0.189) (6.151) (1.554)
 

n---



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

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

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

---------------------------------------------------------------
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Table A.2 (Contd.) 

Shampo, Match Hand- Textile 2nd hand Others 
cosmetics loom cloths cloth clothes 
coco-oil clothes 
etc. 
(38) (39) ('0) (,II) (42) (43) 

1st 42.55 8.,11 101.88 39.91 15.07 8.90
 
quartile (1.403) (0.277) (3.36L) (1.316) (0.497) (0.293)
 
2nd 37.16 7.80 124.27 74.45 12.50 16.44
 
quartile (1.187) (0.249) (3.971) (2.379) (0.399) (0.525)
 
3rd 41.59 8.10 135.73 82.29 11.23 22.70
 
quartile (0.990) (0.192) (3.222) (1.959) (0.267) (0.540)
 
4th 65.85 6.82 155.54 121.28 17.26 51.21
 
quarLile (1.47) (0. 152) (3.462) (2.699) (0.384) (1. 140)
 

All 46.75 7.80 129.08 78.96 14.04 24.58
 

quartiles (1.253) 90.209) (3.459) (2.116) (0.376) (0.658)
 
Bottom 40.47 8.11 120.29 65.09 12.97 15.88
 
75% (1.171) (0.235) (3.490) (1.888) (0.376) (0.460)
 

------ 4----I
 

Umbre- Stove Lantern, Lock, Other Educa-

Ila, Torch, Key, domestic tion
 
Shoes Battery Shil- usuables
 

lie rosine paULi 
(14) ( ) (16) (47) (18) (19) 

Ist 10.64 8,27 27.92 .23 1.66 12.17 

quartile (0.351) (0.273) (0.921) C.) (0.055) (0.411) 

2nd 13.16 10.85 38.16 .22 1.00 30.59 

(luart.ie (0.420) (0.346) (1 219) ( . ) (0.032) (0.978) 

12.35 40.05 0.74 1.17 19.49
3rd 19.21 

quartile (0.457) (0.294) (0.953) (..) (0.028) (1.178)
 

31.94 22.47 55.25 3.00 3.57 120.38
4th 

quartile (0.711) (0.50) (1.23) (0.0667) (0.79.1) (2.679)
 

13.41 40.20 1.03 1.85 52.62
All 18.63 

(.410)
quartiles (0.499) (0.359) (1.077) ( ..) (..) 


0.39 1.28 30.52
tum 10.40
Bh, 1. 1.1.27 35.2. 


(0.414) (0.302) (1.002) (..) (0.037) (0.885)75% 




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

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

---- ---------------------------------------------------------
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Table A.2 (Contd.)
 

Medical Trans- Gift Husking Repairs, Shaving
 
port grinding Mainte- and Hair
 

nance cutting
 
(50) (51) (52) (53) (54) (55)
 

Ist 31.14 2.41 0.79 6.73 1.92 10.82
 
quartile (1.027) (0.08) (0.) 0.222) (0.063) (0.356) 

2nd 49.48 10.82 2.98 11.32 0.35 12.13 
quartile (1.581) (0.345) (0.095) (0.361) ( .) (0.387) 

3rd 68.76 8.15 7.66 15.14 3.63 12.71
 
quartile (1.637) (0.194) (0.182) (0.360) (0.086) (0.302)
 
4th 77.89 23.19 19.18 27.86 13.53 18.55
 
quartile (1.734) (0.516) (0.427) (0.620) (0.301) (0.413)
 
All 56.50 11.01 7.55 15.11 4.81 13.52
 
quartiles (1.514) (0.295) (0.202) (0.404) (0.129) (0.362)
 
Bottom 49.46 7.04 3.76 10.94 1.97 11.87
 
75% (1.435) (0.204) (0.109) (0.317) (..) (0.344)
 

Various Festi- Others
 
Taxes vals
 
(56) (57) (58)
 

Ist 0.05 4.78 1.02 
quartile (.) (0.158) (.) 
2nd 0.54 11.20 1.26 
quartile %..) (0.357) (..) 
3rd 0.25 16.04 5.15 
quartile (.) (0.382) (0.122) 
4th 3.93 37.66 5.80
 
quartile (0.088) (0.838) (0.129)
 
All 1.17 17.23 3.27
 
quartiles (0.032) (0.462) (0.008)
 
Bottom 3.11 10.57 2.40
 
75% (0.090) (0.307) (0.071)
 



--------------------------------------------------------------------
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Table A. 3 

Estimated Income Elasticities 

Commodities 

( ) 

1. 	 Self Produced Rice 
2. 	Market Purchased Rice 
3. 	 Pation Rice 
4. 	Rice Obtained from 

Other sources 
5. 	Self Produced wheat(atta) 


6. 	Wheat 'om market, 
7. 	MR Wheat 
8. 	F'FW wheat 

9. 	VGFP wheat 

10.Flour,Fired rice, Suzi, 

Semaj etc. 
11 .Maize 
12.1,arge Fish 
t3.SnalI I Fish 
14.Cat. Fish 
15 . Meat, ( 1,amnb , Cow, 

buff'alow, etc.) 

16.Chicken & Duck Meat 
17.Fresh milk 
18.Canned Milk 

19.Ghiee/Butter 
20.lEggs 
2 1 . Pas try , Pe .t i sh, S i iga ra, 

1linki, etc. 
22.Ail Fish 
23.Ait mcat and eggs 
24.Ail Milk 
25.Pulses 

26.Potatoes 

27.Vegetables 

28..dib.le Oil (except
 

Soybean 

29.Soybean 

30. Spices 


-


Q I -Q 
(2) 

2.88 
3.274 


-0. 169 

0.411 
0.298 

1.720 

0. 139 
0.305 


-0.728 


1.652 
0 
2.997 
1. 147 
2.908 


0.626 

3.026 

3.113 

0.337 

0.616 

0.868 


0.763 
1.613 
1.492 
3.236 
1.246 

0.833 

0.673 


1.575 

0.499 

0.579 


Elast.iies 
Q4 

(3) 

2.671 
2.445 

0 

0 
-0.208 

-3.137 

0.093 
0.403 


-0.523 


0.463 
0 
1.259 
0.47'4 
0.72, 

1.778 

1.989 

0.898 

1.144 

0.675 

0.760 


0.376 

0.671 
0.944 
1.073 
0.124 

0.565 

0.430 


0.097 

0.310 

0.014 


QI-Q4 
(4 ) 

3.2,15 
3.794
 

-0. 	 196 

-0.3,10 
-0.017
 
-3.280
 
0. 060 
-0. 134 
0.462
 

1.941 
0 
2.608 
0.917 
1.888 

1.713
 
2.867
 
3.223
 
0.796
 
0.932
 
1.145
 

0. 925 
t.414 
1.890 
3.482 
1.302
 
0.727
 
0.749
 

1.321
 
-0.071
 
0.630
 

)------------------------------------------------------

(Cont~d...)
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Table A.3 (Contd.) 

Commodi Lies El.asticities 

(1) 
QI-Q3
(2) 

Q4
(3) 

QI-Q4
(4) 

31 .Frui t 1.118 1.934 1.616 
32.MR Sugar -0.146 0.552 0.236 
33.MarihL Sugar 1.237 0.611 1.968 
34 .Gur 1.100 0.120 0.600 
35.Ali Rice 0.667 0.340 0.551 
36.All Wheat -1.090 -3.252 -2.789 
37.All Cereals 0.598 0.170 0.409 
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Foo tn tou
 

1. Foodgrain availability here equals net production plus of

ftake minus domestic procurement. Net production equals gross
 
production minus 10% on account of seeds and wastage. Diffusion
 
of high-yielding-variety seeds on farm means of course that using
 
a constant seeds-to-output ratio may likely overstate seed
 

requirements. The point is conceded, of course. However, this
 
does not change the bas'o conclusion reached in the text below,
 

2. Besides SR the other priority ration conduits are Essential
 
PrioriLies (EP), Other Prioritlis (O1'), Largu Employers (IE) and
 
Flour Mills (FM). For a description of the eligibility conditions
 

under each of these various ration channels of the public
 
foodgrain distribution System, see (Chowdhury 1986).
 

3. No uniformity appears to exist on the basis of the tax
 

categorisation in use in our eight unions. Thus for example in
 
Palashtoli union of Cha.dpur district, 'B' category had an upper
 

limit of Tk.3, while in Baophal, assessment at taka zero was the
 

basis. The lack of uniformity is not surprising, indeed is even
 

desirable, After all, local government institutions must perceive
 

local conditions (e.g. the affordability of the taxes to be paid
 
to the UP, even by avowedly poor households) to be variable and
 

materially related to local farm and nonfarm prosperity, or the
 

lack of it, in particular years.
 

4. MR dealers are allowed a fixed handling margin, including his
 

profit, per quintal. The value of the sack, too, is also meant to
 

be retained by the dealer. It is widely believed that this order
 

of handling commission is quite unremunerative to pay for the
 

costs, visible or otherwise, incurred by MR dealers. Understand

ably therefore, the dealers seem to do well in years when the
 

spread between ration and market prices are further apart-by en

gaging in leakage. This is the rationale of the negative price
 
coefficient posited in the text.
 

5. Chowdhury has shown that leakage out of MR at the dealers'
 

level in 1984/6 represented over one-half of the offtake quantity
 

6. This is a plausible conjecture to make. Ceteris paribus,
 

grain traders in high-distress districts may likely betray more
 

conservative attitude in terms of allocation of grain for dis

tribution in the present as opposed to futurte periods. Surplus
 

households may want to ensure against sudden price spurts througti
 

higher stocks levels relative to production. On both counts,
 
grain price levels in high-distress districts maay be higher than
 

otherwise. Becuase ration prices are fixed territorially, this
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may imply market prices being further apart. from ration prices in 

these districts. Hence the higher lifting-to-allotinent ration. 

real wages,7. For evidence on the recent trends of rural see' 

Rahman arid Ilaq (1988). For evidence on increased female labour 

rates in handloom industry, see Chowdhury and
force participation 

Latif, 1988.
 

issue is how the DPL is prepared. Is this
8. The other practical 

prepared on the basis of objIective data as to land ownership and
 

other indicators of households' net worth ? Or, is it put
 

the basis of informed judgements by the chowinidars of
tcgether on 

who are arguably among the
 

te various wards within the union, 

about the means available to rural
most knowledgeable sources 


taken up below.
households to pay Chowkidari Tax ? This is 


must be moderated by considerations of
9. Physical ownership 

the type of crop harvested,etc. The


cropping intensity, yield, 

pay taxes cash, 	that
 concern ultimately is with the ability to in 

is, with the ability to sel l something for cash. This is the 

in certain localities (e.g. some charrationale of allowing that 

areas, like Ranigan.) on our sample) one acre may be a proper cut

off for zero payment.
 

10. This is to be compe-ed with the evidence in an earLier
 

1986, ch.9) that 95% of a random sample
report (Chowdhury et al, 

of 'A' and 'B' category households were found to be correctly so 

higher tax

categorised. Mis-classification (of households with 


rating into 'A' and 'B categories) was about 5%. The evidence
 
the 'A' and
 now presented implies that better than 90% of times, 

functionally land'B' category households are either landless, 


less or marginal farmers. 

the District Controllers
11. A breif questionnaire was mailed to 


of Food in all new 	districts in Bangladesh. The questionnaire
 

solicited data, month-by-month, regarding the following: a) quan

and wheat allotted and lifted for distribution ir.
tity of rice 

b) quantity of rice and wheat allotted, and lifted


the unions; 

for distribution, in paurashavas; c) quantity of wheat allotted
 

and lifted by atta chakkiwalas; d) the number of cards as issue
 

at MR in the unions, and in. the paurashavas; e) the number of MR
 

dealers and approved chahki-- in 1980/81 and in 1986/87; f) the
 

of rice and wheat offtake for distribution in Food-forquantity 

Other


Works Programme (FFWP), Vulnerable Group Development (VGD), 


(OP) and Essential 	Priority (EP) in 1986/87. The basic
 

to sort out the relative levels of

Priorities 

idea of the data set has been 


activity as between the UPs and pourashavas in the districts,
MR 

opposed to the
 

as between the distribution through MR dealers as 

other has 	 informationapproved chakkis. The idea been to gather 

as to the scale of operation of the other rel.evant channels of
 

the PFDS at the district level.
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12. As noted already, the Government has compiled upazila-wise
 
distress ranks ranging from 1.0 for an average or better upazila,
 
to 1.10 for above-average distresr factors, through 1.25 for high
 

and 1.50 for very high distress frctors. Admittedly, these ranks
 

are qualitative indicators.They are comparative and not absolute
 
categories, ordinal atnd not. urdirial. ldeally, they should not be 
averaged, in the absence of any other district level indicator of 
distress, use is made of dist.rict averages with this caveat in 

mind. Districts having avecages of 1 do not include even one 
upazila havi"ng a score of more than 1. (In that case, their
 

average would be greater than !.0.) As such, these are districts
 

which clearly are composed only of average or better upazila.
 

These can therefore quite properly be used as the standard for
 

other districts. This makes the averaging acceptable.
 

13. The data of this table were generated during the complete
 

enumeration of the population in all eight unions and the survey
 

of twenty seven MR dealers from these eight unions. All MH
 

dealers in these unions were interviewed. For this particular
 

subsection, adult-equivalent family size per household is assumed
 

to be, six, for purposes of calculating quantity of' foodgrain dis

tributed per MR card in the unicns. The results obtained from
 

this body of data are quite consistent with those suggested by
 

the household survey, which -as methodologically independent. 

the compara14. We were ourselves a bit surprised at first by 


t i ve] y .1arge i)ercentage of hotischo] ds who admi t to will ingness to
 

reduce consumption of wheat by us much as 60% or 40%. However,
 

this is riot altogether implausible. This means that 18% (or 52)
 

households would consume milled maize and wheat/atta in a 60:40
 

ratio. Another 52 households would consume them in a 40:60 ratio.
 

Given that about half of the sample is in poverty,
And so on. 

such substitution is to be expected. 

An apt analog of this exists in the context of development
15. 

assistance to poor countries. There, too, the overall scope and
 

the internal mix of the project in an aid-package depends on tile
 

absorptive capacity of the recipients.
 

grain
16. 11 out of 289 households who reported receipt of any 


under MR in 1986/87, as many as 9 reported receiving upto 3 times
 

each in the whole year. The other two reported receiving 4 and 5
 

times, each, respectively. If these households are not taken into
 

account, quantity lifted per transaction falls to 5.2 kgs.
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Chapter 3
 

Socio-Economics of MR Dealership
 

3.1 Background
 

The role of MR in the PFI)S has been discussed in Chapter-2.
 

Possible alternative(s) to this system or the necessary changes
 

required to make this mode of distribution effective in providing
 

food security to the poor will be further discussed in Chapter-5.
 

The objectives of the present chapter are: 

i) 	 to understand the social background of MR dealers;
 

ii) to examine how pivotal MR dealership is to dealer's
 

economic interests;
 

iii) to look at the rates of return in the dealers'
 

business;
 

iv) 	 to look at size distributions of the dealers; and
 

v) to assess the perceptions of MR dealers themselves
 

about the significance of MR in terms of poverty
 

alleviation.
 

3.2 	 The Socio-economic Background of the MR Dealers
 

and the Growth in their Numbers
 

The anti ysis presented in this section is based on a sample 

survey of 27 MR dealers belonging to the 8 UPs under study. Table
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A. I (AlppondiL x-I C 4l) xhit wm th t. ahiout 63% of t. M di r h1ivcular 


oducation above the primary level arid at least 11% of them have
 

SSC-and-above level of education. About 4% are illiterate and ap

proximately 7% of them are unschooled but can read and write. 

About 26% of the MR dealers have schooling to the primary stage. 

The average level of education among the MR dealers is higher
 

than that among the proprietors of rural industries, wL.'.ch, in
 

turn, is higher than that among the male population aged 15 years
 

and above in rural Bangladesh. Because the business in MR dealer

ship requires the maintenance of written liasion with the
 

functionaries of the Union Parishad, as also continous contact
 

with the DOF officials, it is expected that the level of educa

tion of MR dealers will be higher than that in other, mpre
 

private, businesses of comparable size. Our findings lead some
 

credence to this expectation.
 

The average education level of the MR dealers is fari]y com

parable with that of the chakki-owners although the number of
 

entrepreneurs with SSC (Secondary School Certificate) and above
 

degrees is higher in the case of chakki-owners as compared with
 

MR dealers.
 

We shall examine, at a later stager whether the relatively
 

higher education level in MR dealership brings in higher rate of
 

return in this trade compared to other business in the country
 

side. Our coiparison of the rates of return in the MR deal ership
 

should perhaps have been made with commercial enterprises in the
 

couh.,ry side rather than with the industrial enterprises. The
 

fact of the matter is that the rates of return of commercial en

terprises are not readily available. Nevertheless, it is reason

able to assume that, since the rates of return in the commercial
 

enterprises are normally higher than those in industrial enter

prise, if the rates of return in MR denlership compare un-'
 

favourably with those in the rural industrial sector, it must be
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lower than that for the commercial establishments in general. 

One way to assess whether business entrepreneurs could exer

cise their market judgement when undertaking the enterprise is to 

look at how one had become the owner of the enterprise, and 

whether the activity was the proprietor's family tradition. Our 

field survey reveals that an over'whe ming majority (93%) of the 

MR dealers set up the enterprise themselves and obtained the 

dealership directly from the government an(I 7% of them inherited 

the business. This indicates that; the MR dealers in our sample 

had exercised their choice in investirig funds and presumably ex

pected a better return than could have been achieved in other 

acitivities. It may not be too much to say that such an expecta

tion had, in part, to do with possible gains from leakage in, the 

sys tern. 

The distribution of MR dealers by land ownership is to be 

found in Table A.2 (Appendix-2 (Ch.4) wherein is also provided a 

comparison between chakltki-owners and MR dealers in respect of 

land ownership. It appears that more than 44% of MR dealers own 

3 acres or more land each as against 57% of the chakki-owners. 

About 26% of the MR dealers posses less than 1 acre of land on 

the average and about 30% of them have lands between 1 to less 

than 3 acres only. Not more than 1 1% of the MR dealers have "lands 

to the tune or seven acres and above arid exact. I y one third of 

them belong to the middle category of farmers possessing lands 

between 3 to Iess than 7 acres.
 

It should be mentioned, however, that only a little over 22%
 

of the MR dealers have taken this business as their primary
 

occupation. Because primacy of occupation was probed in the ques

tionnaire in terms of income source, this indicates that for 78%
 

of the MR dealers the dealership is not the major source of
 

income. This is riot unexpected. Quantities to be distributed are
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small. Besides, handling coumiission allowed of Th . 16 per qumltal 

is universally deemed to be inadequate. In any case, this is an 

useful result, because it may inform the character of interven

tions that appear worthwhile in the field of MR. 

3.3 Turnover of the MR Dealership 

The turnover of thu MR business in the eight UPs undur study 

can be seen from Table 3.1. The total quantity of MR foodgrain 

transacted by these dealers was 14,147 maunds of which the quan

tity of wheat was 8,130 maunds (or 57.5%) and that of rice 6,017 

imnunds (or" 12.5%). Whole whieat constitul.es about 96% of tile to

tal wheat disLtributed through MR dealership. The share of ground 

wheat. (aLLIa) was 2.3% of the combined quantity of wheat and rice 

or 4% of wheat alone. The entire quantity of rice was distributed 

in husked form. 

t'IL) .e 3.1 also shows the mod of' disL r'i bution within MIR 

sysL !m. IL arPears that about, 64% of the raLion was dist.r.ibuted 

through ration card and 36% through slips issued by the UP Mem

bers arid other authorised persons. In either case, rations were 

issued on the basis of a distribution priority list (DPL) 

pro pa r"'d by the Union Parishiad. 

The quantity of rice and wheat combined distributed by an 

average MrI dealer in our sample works out to be 524 maunds in 

1986/87, with a standacd deviation of 203. This finding fairly 

compares with the actual average off'take of rice and wheat com

bined as recorded by the Food Directorate.
 

The number of MI? dealers in forty nine "new districts" of
 

the couniry increased from 12,180 in 1981/82 to 12,263 in 1986/87
 

despite a decline in the share of MR in the total PFDS and in ab'

solute offtake through the channel. Its share in the PFDS
 

http:constitul.es
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declined from 24% in 1981/82 to 12% in 1986/87. In terms 
of com

bined quantity of rice and wheat, the decline was from 490,626 to 

256,743. The quantity per dealer reduced from 40.28 to 20.94 over 

the same period. 

This raises an interesting question: how important the MR 

dealership still is in terms of income generation to the dealers. 

From 1981/82 to 1986/87 the turnover of the business declined by 

50%. The natural question one would ask is whether the MR dealers 

still earn a positive rate of return. 

The increase in the number of MR dealers under the asumption 
of negative rate of return is inconsistent with the normal 

economic behaviour. Nevertheless, the negative rate of return was
 

the general impression we were presented with during our inter

views with the MR dealers. It is therefore, imperative that we 

make an attempt to estimate the economic rate of return for the 

MR dealers based on the in f'orma t i on gathered from our field 

survey. This We do in Lhe lollowing sub-sections. 

3.4 Capital Investment and Rates of Return in MR
 

Capital of' a business firm is normally divided into two 

parts: fixed capital and working capital. Fixed capital includes 

land, structure, machinery and equipment etc. Working capital in

cludes cash accounts,receivable and inventories. In most business 

calculations however the value of land excluded
is from fixed
 

capital since land is not subject to depreciation.
 

Following this convention, the value of land necessary for
 

MR dealership has not been included as investmenit cost in the
 

present study. Rather, we have included the rent for the shop in
 
the operat-ion cost of the ration shop. The rental value of the 
ration shop has been worked out by asking questions as to the ac



tual rent that was paid if tile shop was rented in. An attempt was
 

also made to establish what could be earned by rewting out the 

shop, if he c.,ua Ily owned the shop and dcCid:d to give Up the MH 

dealership. Thus, the fixed capital in our case includes only the 

scales, weights and furniture. The information gathered from 

27 MR dealers in the sample was averaged to estimate the fixed 

capital for a typi.-al MR dealer. The same process was used to es

timate all the cost and revenue items shown in Table 3.2. 

The working capital in the MH dealership meinly represents 

the cash required to pay for each allotment of ration, transport
 

cost, at least one months' salary of the paid employees, one 

munths rent for the shop (if rented) and a small amount of cash 

to meet petty-cash requirement. 

Dealers normally get their consignment on monthly basis. So 

the major part of their working capital would constitute about 

UILeVtw I th of., the value of tici r annual tuL',nover. As is weIll 

known, neither fixed capital nor working capital enters into the 

annual cost of any business. It is the interest on working capi

tal and aun annuity on the fixed capital that are included in the 

operation cost. This is on the assumption that the working capi

tal is required for the entire 30-31 days of a month and 12 

mollth:- .ill a year Ulld th1 fiX (ixd capital e.g. structure) has rio 

other use than for tile business concerned. if, for instance, each 

MR allotment is distributed within a week, than the working capi

tal II',;(l riot bM i llVolv d F'or tho eit.irtv monl.h. If the dttler hals 

access to a short term credit market or if he has any other busi

ness to hunk upon, then he can minimise the requirement of work

ing capital. Besides, he can have trade credit or might have en

tered into an agreement with someone who supplied the necessary 

cash to sell (illegally) the entire amount to him thus requiring 

no working capital for himself. Similarly, the structure or other* 

fixed capital may be used for other profit earning purposes. In 
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the capi tal should not be 
annu i ty on f i xed

that case, the eni re 
andpossihle ways 

say, MR business. These are all 
included in, 

on cost;. Whether he is 
which the MR dealer can save 

means through 
could not be firmly estab

actually avail.ing of these chances 
businesswe assume that the 

to conservative,lis',ied. So as be 
for other purposes but for the 

premises and equipment are used no 

has no other use in 
Also the working capit al be-

MR dealership. 
relaxationWe shall. see later, how the of 

allotment.tween each 
of MR business.economic viability

these assumptions change the 

11% of the ration shops 
Our field survey reveals that. only 

41% are i i semi -pluccxi h iIdi g,
h 1(ji sit are house d in pueeil Idil iM(I 

The values
o)1' shops are Itut.cha houses. 

33% itr C.I. sheds anil 15% 
to Lhe nature and 

houses varx'y , as they should , due size 
of these 

are alsothe monthly rents 
of the buildings. Accordingly, 

differentand income are alsoother costsSimilarly,different. 
annual offtake deffers.sincee theirMR dealersfor different 

of the business on overall trend
interesi. centresSince our 

we have averaged the 
on the individual business,

rather than 
for a typical

the economic indicatorsand presentedinformation 
obtained for an individual dealer 

MR dealers. Obviously, results 

it hoped that such dif
fron the average but is 

will be different 
look at Table 3.2. 

large enough. Let us now 
ferences will riot be 

is not
MR dealership

from the Table that the It is cl-ear 


no other
the MR dealer has 
so long as
rewarding
economically 
 another
premises (e.g.
from the same
carried on
gainful uses, 


and so long as a reasonable working 
capital
 

sister business, etc) 

the cost components as
 In other words, if 


has in fact been used. 


costs, the MR dealership business 
shown in the Table: reflect true 

it. been con
so long. The fact. that has 

contixiuedshould not, have 
how it
 

time raises perplexing question 
tinuing for a quite long 

us.


this question is available to 
survives. No definite answer 

to 
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requirement per labour in these negative return cases is very
 

negligible ranging between Tk.33 in the case of shital pati to
 

Tk. 133 in the case of dhenki product. In the MR dealership case,
 

the capital requirement per worker employed is to the tune of 6
 

to 7 thousand taka. The rates of return in comparable rural in

dustries range between 75% to 100% (Hossain 1984,p.150). Thus the
 

rate of return obtained in the MR dealership is not only unex

pectedly low but also unreliable, because had it been true, the
 

entire capital would have been eaten up in 2-4 years. The fact
 

that they are still operating, although they claim to be at loss,
 

leads us to believe the explanations cited above are at work
 

either separately, collectively or in combination. Therefore, it
 

is not surprising that the number of MR dealers has increased
 

despite their official rates of return being in the negative.
 

3.5 	 Perception of MR Dealers about
 

poverty Alleviation Role of MR
 

Our field survey reveals that the MR dealers themselves do
 

not have a high opinion as regards proper distribution of ration
 

through the MR channel. At least 30% of our dealer interviewees
 

maintain that the ration seldom reaches the target groups and 22%
 

of them are of the view that it reaches-the target groups only at
 

infrequent intervals. However, 48% of the MR dealers consider
 

that ration reach the target group most often.
 

Asked whether the households categoriesed under A and B in
 

the DPL really deserve to be included in the respective
 

categories, the MR dealers opined that not more than 75% of the
 

households really belong to the categories shown against their
 

names.
 



As regards the character of the co-existence of chakkiwalas 

parallel to them, more than 74% of the MR dealers consider the
 

chakkis harmful to their (MR dealers') business interest. Only
 

22% of the MR dealers regard the chakki walas as not harmful to 

their business and 4% did not respond. This can be contrasted 

with the modal chakkiwala's response in the same situation: the 

coeinoo or'I~C tire MR donlorh n 4 HookiOmf OHcoip1 emoTIta ty * not. 

prejudical., to his business interest. ]It is not surprising that 

MR dea.l.er.-a perceive chakk L owners as pTiejudici al to their busi

ness interest. After all ever since chakkis have been used as a 

distributLion channel, quarn ties distributed through MR dealers 

have sharply fallenthemsen. n... which is resented. The revealing 

finding of our sampl I.e survey is that chakkiwal x'egar rd MR dealer

ship beneficial as an institution. From their view point, the 

more wheat that is di.str:i buted in the ]occl i. ty, never mind 

through whom, the better thinrgs are for them This further sug

gests that chakkiwalas are keenly interested in operating their 

own milling capacity at high utilization rates. This view has 

support f rom Chowdhury et. a].. 1986, (chapter-9). Our oin findings 

are that almost 98% of' the toLal wheat milled by a typica! chak

kiwala is the wheat that was purchased from th2 market and taken
 

to the chakkis by other people to get crushed against crushing
 

charges (see Table 4.3).
 

The opinion of the fIR dealers as regards acceptability of 

maize if sold at a 10% subsidy was encouraging. About 45% of the 

MR dwalte]rH considered Lhra tIe osn i .1i t~y or w'ourbi aecce)t

ance was fair,4% regarded the possibility as highhly likely. About
 

22% of then considered that the probability of acceptance was not
 

bad. Only 29% of the MR dealers view that the possibility of ac

ceptance was rather bleak.
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Because the incidence of MR among 'A' and 'B' category
 

households surveyed was insignificant (see Chowdhury et al. 1986,
 

chapter-9 and chapter 2 of this report) alternatives to the in

stitutions of the MR dealers have to be T;ondered, even forged,
 

with a view to greater capability of targeting at the poor.
 

cer-
Greater advantage must be taken of the basic principle that 


tain commodities or distributional format in ration can self
 

select the poor.Certainly, the case of maize's possible inclusion
 

in the commodity coverage thrusts itself to the fore. Experience
 

from other countries show that maize has high budget share for
 

poor households and quite low income elasticity of demand, maize
 

is likely to self select the poor. The case for introducing maize
 

in rural rationing has been explored in greater detail in
 

chapter-2, as also in chapter-5.
 

3.6 Summary
 

Discussion in this chapter was mainly geared to understand
 

the social background of MR dealers, to examine how pivotal MR
 

dealership was to their economic interest and to estimate the
 

rate of returns obtained in this business.Moreover, the percep

tion of MR dealers as regards poverty alleviation role of the MR
 

has also been discussed.
 

It has been observed that although average MR dealers have
 

of the same
higher education level compared to other business 


capital requirement, the rate of return obtained in the former
 

to
has been negative to the tune of 24% as compared to 75% 100%
 

obtained in the latter.
 

The loss can be explained in terms of the fact that the
 

quantity of ration distributed was small and the handling commis

sion allowed was rather inadequate at Tk. 16.00 only per quintal.
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But it does not explain why the number of MR dealers has in

creased in recent times despire ,asharp fall in the quantity dis

tributed per dealer. Our interviews with knowledgeable persons
 

lead us to believe that the following explanations are at work
 

either separately, collectively or in combination.
 

i) The MR dealers have other businesses for which they use the
 

same premises, capital, manpower and other Cacilities; 

ii) MR dealers divert a portion of their allotment to the open 

market and use the price advantages to make up the loss; 

iii) M. de alej- often take out more foodgrain from the government 

godowns than their allotment and sell the surplus to the open 

market at profits. 

iv) MR dealers take unfair advantage of short weights at the ex

penses of ration receiver' . 

Our field survey revealed that more than 74% MR dealers con

sider the ohalikis harmful to their business interest. This can be 

contrasted with the modal chakki owners' view that the -.o

existence of the MR dealers was complementary, not prejudicial.,
 

to their business interest.
 

As regards poverty alleviation role of the MR, the MR
 

dealers themselves do not hold a very high opinion At least 30%
 

of them maintain that the ration seldom reaches the target groups 

and 22% of them are of the view that it reach the target group
 

only aL infrequent interval.
 

As regards acceptability of maize at a 10% subsidy, the MR 

dealers are by and large, of the view that it will be largely*
 

accepted. It was observed that maize has a larger budget share
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for poor households and quite low income elasticity of demand. It
 

is, therefore, likely to self select the poor.
 

Table 3.1
 

Lifting and D)istribution of Ration
 
by Average MR dealers: (1986/87)
 

(In maunds)
 

Unions 	 No.of Wheat Rice Total Distribution through 
dea- (%) 
lers Ration Slips Total 

card 

1.Raniganj 4 329 207 536 17 83 100
 

2.Amarpur 3 414 273 687 27 73 100
 

3.Parshuram 2 597 392 989 50 50 100
 

4.Ashikati 3 307 260 567 50 50 100
 

5.Dhamurhuda 5 375 270 645 94 6 100
 

6.Madanpura 4 133 110 243 100 0 100
 

7.Rudrakar 4 201 170 371 65 35 100
 

8.Alipur 2 123 168 291 100 0 100
 

Total 27 8130 6017 14147
 

(57.5)(42.5) (100)
 

Mean - 301 223 524 64 36 100
 

S tandard 
Deviation - 131 74 203 31 31 

* Figures in parentheses indicate percentage. 

Source: Beacon Field Survey 1988. 
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Table 3.2 

Economic Indicators of the MR Der:lership Business in 8 UPs 
..... ..... .... ( Taka ) 

- - -

1.1,ixed Capital
i) Land 246 sq. ft. 10000ii )Structure 

25000
iii)Furniture, Scales 20002.Working Capital including advance puyjuent for

wheat and rice in the 
form of chalan, one months
 wages of employees transport and administrative 16000
3.Total Investment (excluding the value of land) 43000

4.Total investment required (if the Ration
 
shop is rented) 


18000

5.Operation Cost per year:

i) Amortization of fixed capital other land
 

structures (economic life = 10 years,
Interest rate = 15%) 398ii)Amortization of the value of structure
with an assumed life of 30 years. and
15% interest 


iii)Annual Rent of the Building 
3808
 

(in case 1 (ii) is not i,n) 
 3600
iv) Interest on 
working capital @ 15% 2400
v) Wages and Salaries (mostly on part-time basis) 
 6000

vi) 
Other expenses including maintenance,


handling charges, transport and adminis
L.rat.ive over heads etc. 40005.1 Total operation cost with rented shop 163985.2 Total operation cost with 
own ration shop 
 16606
6. Total income 

i) Averafe distribution of wheat and 
5890 

rice
20940 kgs. W Tk.O. L6/kg. = 3350ii)Average number of sacks 
 254 0 Tk. 10.00 
 2540
7.i) Total. profit (col.5.1 -col.6) (-)10508
ii) Total profit (col.5.2- col. 6)


8.i) 
Rate of return with total investment
 as shown in (3) 
 (-)24.44

ii) Rate of return with total investment 

as shown in (4) 
 (-)59.53


Source: Estimates based on 
the Field Survey 1988.
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Chapter 4
 

Socio-Economics of Atta-Chakkis vis-a-vis
 
Modified Rationing
 

4. 1 Background 

Dis .i buLion of wheat in MR through approved (hakki s in the 
rural area ,as first introduced in 1983. 
In the first substantive
 
evaluation of 
the appropriateness of 
this .innova tion, a team of 
consultants po in ted out a number of its promising features 
 when 
viewed agains t the welIl-known weakness of 
the conventional MR. 

The advantages claimed for the chakki are as fo..Lows: 

j) Whore leakage out. of NN ilvo)ILy 1ovelleut. of, grain over 
tlttrdisl rI. LW u b ou da'ius, a swi Lchovcr Ito the chalkki--systern 

II11y t'a; i i. i LLe a t rr i.tor ial 


atta suppli es 


' Lt rgeLting of the resul ting 

(i .o.. within the district itself). This may be 
likely :because long-dist ance haulage of' al . La-iu-sack nay be 

logistically more difficult than that of wheat.
 

].i) All otment of wheat through chakkis will 
increase the
 
ch(ns'o) wheaL uvai labi li Ly to Lho Large t groups. 'lhi isY 
because of C2hah iwatus ar'e . le.ely to find it more economic 
to crush the al oted wheats in their own mills 
 where
 

capacity .i s untiirutlI. zd. 

iii) The provision (1 f Government. allo tment of wheat to the 
chakkis will ensure a smooth source of suply to them. This, 
.111 tLrit, wil increase the employment generation cnpac i.y of 
the rural hullerq, thus increasing the poverty alleviation 

role of the HR. 
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economic
The present chapter aims at discussing some of the 


of the chakkis including social background,

characteristics 


return obtaining in

educat ion, capital requirement and rates of 

It will explore the importance of government allotthe business. 

as
the overall business turnover of the chakkis 
ment of wheat to 


against their earning by milling wheat from market sources. The
 

also gives an account of the mutual perceptions held by
chapter 

Finally, chakkiand MR dealers of each other.chakki-owners 

perceptions of the pvoerty-aleviation role of MR are 
owners' 


are
The material presented in the following sections
presented. 


a of chakkis from seven of the eight
derived from survey 33 


unions covered for the study.
 

_he Chakki
4.2 The Socio-economic Background of 


Owners and the Growth in their Numbers
 

is based on a sample survey of 33 chakkis in
 
The analysis 


seven UPs under study. Raniganj-one of the eight UPs surveyed in
 

the present study, doeA not have any approved chakki. 
It appears
 

the number of approved chakkis 
ex-from our survey results that 


under study prior to 1979/80 constitutes about
 isting in the area 


70% of the total number existing now. This means that about 30%
 

set-up during 1980/81 to 1987/88. The results
 of the chakkis were 


The number of chakkis in
 fairly compare with national figures. 


of the number existed in 1986/87 (i.e.

1980/81 was 5821 or 75% 


7733).
 

4.2.1 Socio-economic background of Chakki-owners
 

(94%) have acquired the enterprise
Most of the chakki owners 


namely through purchase and
 by means other than inheritance, 
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founding the enterprises themselves. About 30% of the owners pur

chased their enterprises and 64% of them founded themselves. Only
 

6% of the owners inherited the enterprise (See Table-4.1).
 

Because only 6% of the present owners inherited, it follows
 

that 94% of them represent outcome of private investment choices 

made, mostly in the 1970s. Also, because these are agents with 

small means and presumably risk-averse, their choice of chakki

ownership may well have stemmed from careful analysis of demand
 

for atta and supply of wheat. Our field survey reveals that most 

of them were not sanguine of getting government allotment of 

wheat prior to the establiHiment of their units. That they, 

nevertheless, entered the industry is suggestive of their con

fidence that there is a future to foodgrain milling for local
 

markets.
 

The educational qualifications of the chakki-owners under
 

study are better than the national average for the rural
 

industries. As can be seem from Table-A.1 (Appendix-i, Ch.4), the
 

illiterate entrepreneurs constitute only 3% of the total chakki
 

owners as against 46% for the rural industries as a whole. The
 

chakki owners with education level higher than the primary con

stitute about 61% of 
 the total as against 19% of the national
 

average in the rural sector. With this educational background
 

they are expected to be better equiped to liase with the govern

ment officials and maintain the official formalities in their
 

performance. They are also expected to be more capable of main

taining their economic rates of return by being more responsive
 

to 
market forces vis-a-vis their uneducated counterparts.
 

About 60% of the chakki-owners have undertaken this business
 

as their primary occupation and the rest (40%) as secondary
 

occupation. (As against this, only 22% of MR dealers regard that
 

dealership as their primary occupation.) To the extent that the
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primacy of one's occupation determines where one puts the best
 

part of one's time and energy, their rates of return may be
 

higher than those undertaken as secondary occupation. It is,
 

therefore, expected that the rate of return in chakkis will be
 

higher than that obtaining in the MR dealership on an average.
 

Table A-2 in Appendix-2, Ch.4 presents the relative dis

tribution of chakki-owners and MR dealers by level of land 

ownership. It appears that about 58% chakki owners have 3 acres 

of land or more supporting the view that they belong to the most 

landed class of the community.' But the income from the land for 

at least 60% of them is not high enough for farming to be treated 

their primary occupation. The available statistics suggest that 

cha Lkis provide a relatively better income generating avenue than 

investment in land. 

It should be noted that MR dealers, too, belong to the most
 

landed class of the society. As can be seen from Table A.2
 

(Appendix-2, Ch.4) more than 44% of the MR dealers have 3 acres
 

or more lands but only 22% of them expressed MR dealership as
 

their primary occupation. 60% of the chakki-owners regard wheat

crushing as their primary occupation. The difference is striking.
 

Quite plausibly, the rates of return in the chakkis are higher
 

than those in MR dealer. The following two sections will be
 

devoted to the estimation of turnover of the chakkis and the
 

rates of return obtaining in this business.
 

At this stage, it is apt to present a sense of the recent
 

growth in the number of chakkis. The number of approved rural
 

chakkis in the unions under study upto 1979/80 was about 70% of
 

that existing at present. (This was suggested by year-of

establishment data). About 30% of the chakkis were set up between
 

1980/81 and 1987/88. These results are reasonably consistent with
 

national figures. Data obtained from forty-nine districts of the
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country show that the number of approved chakkis in 1980/81 was
 

5821. It rose to 77:33 by 1986/87. Rate of growt% (coMpourld) woLis
 

out at. 11.5 per year. This is strikingly high expansion rate of
 

physical capacity. 

4.3 Turn-over of the Chakkis
 

About one third of the total income of the chakkis was com,

i.rig fr(omI ririr-iii ii jources (Neu Tahlb] (-,1 .2). Al thLou h lui St. i:te 

economic points of view, non-enterplrise sources of income are im

mater-ial to the decision or+ the enterpreneuirs e ither to eN-,and or 

quit the business, such income, however, provide a cushion against 

un-atnic i pated shocks in the business. It also provides a sort of 

security against lifting of the Lvernment allotment of wheat to 

the chahhis since allottees without financial strength are Likely 

to be inclined to sell the grain soon after lifting on the spot, 

so to economise on working capital.. 

Table 4.3 shows the importance of various sources of income
 

to the chakkis. Only those sources tare presented which are J, ter

nal to the enterprise. It appears that only 2.05% of the total 

wheat crushed by an average chakki was alloted under the MR. This 

quantity constitutes only 0.57% of the total. foodgrain (paddy 

plus wheat) crushed by an average chakki. Although wheat con

stitutes about 28% of the total foodgrain crushed, it accounts 

for about 49% of the total revenue of the enterprise. This is so 

because the crushing charges for wheat range between Tk.15.00 to 

Tk.20.00 por' maund w|hor;oai those to'o paddy rani ge be|tween Th . 6. 00 

to 'I'h.8.00 per ma nid only. TLlusi, the O(iil .'HJULion ot' governl iit. 
1alloLmntt. e r''heat to the internal revenue of the chah ti s wou d 

upj)uar a 1-i L LI u bi t tLu r ( alt, i.12% ) tiin wiit a) :utt'avs It LImtef 

p'erctuttage of phytiical qitanL.iL. Ly ruiihic.d (0.57%). 

http:itanL.iL
http:I'h.8.00
http:Tk.20.00
http:Tk.15.00
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The chakkis are not confined to wheat crushing alone despite
 

their names. They husk paddy -- an activity as important as wheat
 

milling, as also grind spices, which represents about 1% of their
 

business. The diversified expansion of the business by chakki
 

owners suggest their ability to innovate and improvise according
 

as demand diversifies itself.
 

A substantial proportion of the wheat (70%) crushed by the
 

chakkis was against crushing charges. This particular activity is
 

sustained by the wheat distributed under various modes of PFDS
 

such as MR, OPFFWP, VGFP, etc. Thus the chakkip are functioning
 

not only as an integral channel of PFDS but also as complementary
 

to other modes of PFDS. Local wheat'growers also take a portion
 

of their output to the chakkis for milling. It appears that the
 

existence of the chakkis in the locality has favourable impact on
 

increasing the availability of atta to the local people. Intui

tively, it can be argued that if chakkis were not available in
 

the locality much of the wheat alloted under MR, OP etc. would
 

not have been taken to the rural area where the in~ended bene-

ficiaries would be reluctant to accept wheat which can not be
 

crushed easily. Again, whereas the MR delaers may be prone not to
 

carry their allotment back to the village to economise on thier
 

working capital and the transport cost, the chakki-owner may seek
 

to maximize the capacity utilization of his plant and therefore,
 

offtake the allotment, purchase additional wheat from the market
 

and run the plant so long as he can recover the operating cost.
 

In doing so he will increase the supply of atta to the local
 

people, particularly to the poorer section of the community.
 

A rough and ready estimate of capacity utilization of chakki
 

has been made and presented in Table 4.3 side by side with the
 

total quantity of food grain crushed. The estimate is based on
 

the asumption that chakkis are working for 300 days per year and
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for 8 hours per day. The milling capacity per hour is considered
 

to be 20 maund of paddy and 4 maunds of wheat per hour. Although,
 

it is possible to mill both rice and wheat at the same time, we
 

assume for the sake of simplicity that only one item is milled at
 

a time. We, thus assume that the total milling hours available to
 

the chakki is 300 2 hours
x 8 2400 hours and the total number of 


he has actually used is the quantity of wheat crushed divided by
 

4 plus the quantity of paddy husked divided hy 20. The ratio of
 

the number of hours utilized to the number of hours available
 

would indicate the proportion of capacity utilization. Table 4.3
 

shows the inter-UP variations in capacity utilisation as well as
 

the aggregate utilisation in all UPs studied. The single dominant
 

factor determining the capacity utilization seems to be the quan

tity of paddy husked which accounts for about 72% of the total
 

foodgrain milled by an average establishment. The second impor

tant factor is the quantity of wheat that other people have taken
 

to the chakki for grinding. This accounts for about 20% of the
 

total foodgrain milled and 70% of the total wheat crushed. Pur

chase of wheat from market accounts for about 8% of the total 

business. The least' important contribution to utilization of
 

chakkis is due to government allotment of wheat. As said ea-lier,
 

it represents less than one percent of the total milling carried
 

out by an average chakki. The eixsting capacity utilization of
 

chakkis is at such a low level that a doubling or quadrupling of
 

the government allotment of wheat to them or entrusting them with
 

the entire MR distribution will not require any additional
 

capacity to be built iii the country side. This will in fact raise
 

the value added per unit of capital invested which is after all
 

the most scarce factor of production in Bangladesh.
 

Atta has a significantly higher budget share for the bottom
 

50% of the sample households than for the top fifty percent.
 

Atta-chakkis represents a market oriented system. The main aim is
 

to make atta available to the consumers at a stable price. In
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1986/87, out of the total distribution through atta-chak Iti, only
29% ias through ration cards and slips (14% and 15% respectively)
and 71% was through ret.ailers and direct sa.le to the public. As 
the incidunce of Nll od sub:sidiesi are ins ignif'icant- among the
rural. louawthl lds (N-we ChapL:r 2). a aid bcL u the un it, .udug tLuay
subsidy is as low us 6-8%, the case for a price- as opposed to
admini.s LraLive.ly-domi nated system in MRL trustsi i tsel ' to the 
fore. Whie he r the chahkjis could become one element of that systum 
will be seen later. 

4.4 Capital Investment and Rate of Returns 

Economic indicators of the chakkis calculated are 
 presented 
in Table 4.4. Total Investmuuen t required for a chakki is approximately Tk.69.2 thousand only, out of which more than one 
third is represented by the building alone. Often the chakki 
owners do not building ratherown a they rent one, wdhich reduces 
the capi. ieqir'et:iiemnL to the inC'lusion of machilery and working
ca)ital only. O1' these two components, machin ery accounts for 
aboutl. 69% the111(1 working capi La I for th, remaining 31% of the
 
average capital 
 requirement. 

Operating cost includes interest on working capi tal and
capital charges which represent economic depreciation of the 
fixed assets. Thus, the rate of profit shown in the Table is one
 
which represents the actual reward theto enterpreneurship net of 
any share of capital. This rates is high, namely, 23%, when we 
consider the total investment inclusive of building, machinery
and working capital. But, rewards to building and working capital 
are represented by rentL and interest (item 4(i) and 4(iii) in the 
Table), the 
residue of income minus operating cost should be seen
 
as 
the reward to the organiser per unit 
 of fixed assets other
 
than land and buildings. 
From this viewpoint, the rate of return
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would be about 
54%. This is perceived as substantially higher
 
compared to other rural industries.
 

4.5 	Perceptions of Chakki Owners about the
 
Poverty Alleviation Role of MR
 

Discussions in Chapter-2 made it clear that the 
 MR in its
 
poverty alleviation role has not been a success. 
 Similar percep
tions have been voiced by chakki owners on Beacon sample. Asked
 
whether the ration under 
MR reaches the deserving households,
 
about 70% 
of the chakki owners 
replied that it seldom reaches the
 
deserving households and 15% 
of them opined that it 
never reaches
 
the deserving households. About 80% 
of the chakki owners opined

that 
 the MR dealership was not helpful in distribution of ration
 
as intended.
 

The 	chakki owners were 
asked of what percentage of the
 
households listed 
 in "A" and "B" categories in the DPL really

belonged to that category. Almost 70% 
of them did not respond.

Thus, no firm conclusion can 
be drawn on 
the 	basis of the remain
ing 	respones. 
 The 	reply frcm the remaining 
 30% of the chakki
 
owners indicate that only 48% 
of the households listed in "A" and
 
"B" categories in the 
 DPL 	actually deserved to 
be included in
 
that category.
 

Asked whether the existence of MR dealers was prejudicial or
 
profitable to 
their economic interests, 68% of 
 them put the
 
relationship as advantageous. This is because dealers sell grains
 
that need milling.
 

Enquiries were made 
about the acceptability of rationed
 
maize if supplied at 10% 
lower than market price. The resulting
 
pattern of 	 was
responses encouraging. About 64% 
of the chakki
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fair and
answered that the possibility of acceptance was
owners 


at least 6% of them answered that. the probability was high. Over
 

not bad.
12% of. the respondents answered that the possibility was 


replied that the possibility was
Only 18% of the respondents 


rather bleak. The survey results and our interactions with the
 

be a

local people suggest that the introduction of maize will 

step forward i.n providing a greater degree of self-selecting 

poverty target Ling in rural rationing in Bangladesh. 

4.6 Summary
 

we have discussed the socio-economics ofIn this chapter 

modified rationing. The findings of theatta-chakkis vis-a-vis 


chapter are as follow:
 

i) Chakkis provide a relatively better income generating
 

avenue than investment in land;
 

in chakkis range between 23% to

ii) The rates of return 


54%. 

Government allotment of wheat contributes very little
iii) 


turnover of chakkis. Government allotment
to the overall 


of the total wheat crushed by a typiconstitutes only 2.05% 


one percent of the tocal chakki and only about one half of 


tal foodgrain crushed.
 

iv) Chakkis are not confined to wheat milling alone. They
 

also mill paddy and spices. The diversified expansion of the
 

ability to innovate and improvise
business suggests their 


according as demand diversifies itself.
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v) About 70% of the wh(,at rUhftd by the lakk i s wasl 
against crushing charges. This particular activity is sus

tained by the wheat distributed under various modes of PFDS 

such as MR, OP, FFWP, etc. Thus, chakkis are functioning not 
only as an integral channel of PFDS but also as complemen

t:ary to other modes of PFDS. 

vi) Existence of chukki s makes wheat acceptable to 

recipients who can crush it as they like. On the other hand, 
chakki owners themselves are apt to maximize the capacity 

utilization of their plants. This increases the su1p ofy 
atto to the local people, paLrticularly to the poorer section 

of the community. 

vii) A rough and ready estimate of capacity utilization of 

chakkis has been made and presented in the text. It was con

cluded that the chakkis are highly underutilized. If govern

ment decides to channel more wheat through chakkis, no addi

tional capacity will be required.
 

viii)Chakki owners consider MR dealers not pre-judicial 

rather beneficial to their business. This is contrary to the 

view held by MR dealers to chakki owners. 

ix) Chakki owners are by and large, of the view that ration
 

under MR seldom reaches the deserving households.
 

x) Most of the chakki owners opined that m:ize supplied at 

10% subsidy would be acceptable.
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Table 4.1
 
Distribution of Chakkis by Circumstances of Inception
 

Founder Number of Enterprise Percentage
 

Inherited 2 6
 
Purchased 1) 30
 
Set up 21 64
 

Total 3', 100
 

Source: Field Survey 1988.
 

Table 4.2
 

Distribution of Chakkis by Average Earnings
 

UPs Crush-
ing 
char-

Wheat Crush-Paddy Spices 
ing 
char-

Total 
columns 
(2+4+5) 

Other Total 
col. 
(6+7) 

ges 
(Tk/md) 

(1) (2) 

ges 
(Tk/ 
md) 
(3) (4) (5) (6) (7) (8) 

l.Rani - - - - - -
ganj 

2.Amar- 16.90 9460 6 90000 - 99460 59864 159324 
pur 

3.Parsu- 16.13 12581 6 12000 1600 26181 17403 43583 
ram 

4.Ashi- 12.14 44918 6 60000 1600 106518 1800 10831.8 
kati 

5.Damur- 12.00 45600 6 25200 - 70800 27980 98780 
huda 

6.Madan- 20.00 42400 8 29200 - 71600 54425 126025 
pura 

7.Rudra- 20.00 56500 8 11600 - 68100 20280 88380 
kar 

8.Ali- 20.00 32300 8 16240 - 48540 29000 77540 
pur 

Mean 34267 35358 485 70109 29435 99544 

Standard 
(48.88) (50.43) (0.69) (100) (29.57) (100) 

Deviation 16757 28019 735 26366 19147 34712 

* Figures in the parentheses indicate percentage.
 
Source: Feild Sur-vey, 1988.
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Tu h I 4 . 3 

Distribution of Chakkjs by Average Quantity of! 1,oodgrain 
Crushed and Percen tage of' Capac i t. ULi li zed 

UPs Nos. GA PM CC Total Paddy Spi- Total Capa

ces (CcL. c j.Ly
6-8) utili

zation 

(1) (2) (3) (4) (5) (6) (7. (8) (9) 

1.Rani- -	 - -

ganj 
2.Amar- 5 10 100 450 
 560 15000 - 15560 37
 

pur
 
3.Parsu- 5 30 50 700 780 2790
2000 	 12
 

rai 
4.Ashi- 5 100 
 2500 	 1100 3700 10000 13708 59
 

kati 
5.Damur- 4 150 1100 2550 3800 	 4200 8000 '18
 

huda
 
6.Madan- 4 20 100 2000 2120 3650 5770 30
 

pura 
7.Rudra- 5 - 300 2525 2825 1450 4275 32
 

liar
 
8.Ali- 5 15 100 1500 1615 3645
2030 21
 

pur
 

Total: 1455 20050 49575 71080 
 183800 25470
 
(2.05) (28.21) (69.7,1)(100) 

Mcan ,Ii ;0H 2151 7727 ' 1502 	 5570 


Standard (0.57)(7.87)(19.44) (28) (72%) (100) 
DOv iAt,iwr 50 782862 1214 4850 1818
 

Note: 	GA = Govt. Allotment. 
PM = Purcha,;e fronJ maIlce L, 
CU = Nill Ii g bga .i."t. CIushi g t:har'gts, 

* Figures :in Lhe parentheses in ti. ate percetntageb. 

http:0.57)(7.87)(19.44
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Table 4.4
 

Average Economic Indicators of the Flour Mills
 

1. Fixed Capital
 
i. 	 Land 500 sft. 

ii. Shed/Building 

iii .Machinery/Equipment 

iv. 	Furniture 

v. 	 Average Rent of the house 


2. Working Capital 


Taka ('000')
 

10.000
 
25.000
 
30.000
 
0.700
 

(if rented) 3.600
 

13.000
 
including one months salary/wages of
 
employees, stock in hand, outstanding
 
receivable and money deposited with the
 
food Deptt. for further allotment.
 

3. Total Investment 
 68.700
 
(excluding value of land)
 

4. Operation Cost: 	 54.027
 
i. 	Annual Rent for building 3.600
 
ii. 	Amc tization of fixed capital (i.e. machinery 5.977
 

only) assuming 10 yrs. of life and 15% rate
 
of interest'
 

iii.Interest on working capital @15% per annum 1.950
 
iv. 	Wages/Salary including the imputed cost of 18.000
 

family workers @ Tk.600/- pm.
 
v. 	 Maintenance, Fuel Transport marketing and 24.500
 

overhead expenditures.
 
5. Total income (See Table 4.2) 	 70.109
 
6. Total Profit (Col.5 - Col.4) 	 16.082
 
7. Rate of Profit (net) 	 23.41%
 

1. The amortization represents the annual repayment of a part

of the capital and interest charges on the total capital
 
in use.
 

Based on capital Recovery Factor defined as:
 

CRF 	= C(l + C)n


1+C)-
Where C = cost of capital in percent i.e.
 

N = 	life of the project.
 

Source: Beacon Field Survey 1988.
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Appendix--i
 

Table Al
 
Distribution of Chakki Owners Rural Industrial Entre

preneurs and MR Dealers by Level of Education
 

Level of Rural Male Rural Industrial Chakki MR 
Education population Entreprenuers Owners Dealers 

aged 15 yrs. ((%) (%) 
& above (%) 

1. No. formal
 
Education 71 46 3 11J*
 

2. Upto Pri
mary level 13 35 36 26
 

3. Above Primary*
 
less than SSC 13 15 43 52
 

4. SSC and Above 3 4 	 18 11
 

Total: 	 100 100 100 100
 

Source: Adapted from Bakht (1984,P-46) and our Field Survey 1988.
 
* SSC = 	Secondary School Certificate. 
t* 	 4% illiterate and 7% are unschooled but can read
 

and write.
 

Appendix-2
 
Table A2
 

Distribution of Chakki Owners and MR
 
Dealers by Ownership of Land
 

Land Ownership Chakki owners MR Dealers
 
(acreage) (%) (%)
 

0-0.99 	 18.2 26.00
 

1.0-2.99 	 24.2 29.6
 

3.0-6.99 	 30.3 
 33.3
 

7.0-over 	 27.3 11.1
 

Total: 	 100 100
 

Source: Field Survey 1988.
 

http:3.0-6.99
http:1.0-2.99
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Appendix-3 

W Economic Aspects of Foodgrain Traders
 

1. Introducti,
 

The analyn is is based on a s;ample survey of 40 foodgrain 

traders randomly selected from 8 UPs under study. The objective 
of this study is to compare the economic status of foodgrain 
traders with those of MIR dcalers and halkki owners. The analysis 
will hopefully provide some insight.s whether the chak kis and MIR 
dealers are in any advantageous situation on being licentiate of 
the MR system. 

2. Socio-economic Background
 

Table A. shows the distribution of fuddgrain traders by 
education levels. Traders without any formal education constitute 
10% of the total and those with primary level education including 
those who can read and write without formal schooling constitute 
about 55% of the total. The remaining 45% have education above 
primary level but not beyond secondary level. None or foodg rain 
dealers had education above secoNdary Level. Compared with the 
literacy level of ru-al male population aged 15 years and above 
as duseribed in table A. 1 Appendix-1 chapter 4, the fooograin 
tradetrs ar, r'ai ly b Lttiir, are o ivet.y edlr, lthey lmI ci:tiIIlpurtL' more 
rated than the rural indus tr i al. entrepreneurs in generaI. 
However, their )os.ition in respee L or ('duwat Iion level i" iot bet
ter than those of chakki owners and MR dealers. 
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Table A.1
 

Distribution of Foodgrain Traders by Level of Education
 

Level of Education Number 
 % of Total
 

Illiterate 
 4 10
 

Primary 22 55
 

Secondary 14 35
 

Higher Secondary - _
 

Total 
 40 100
 
7-------------------------------------------------------------


Source: Beacon Field Survey 1988.
 

Table A.2 presents the distribution of foodgrain dealers by
 
operational land holding and income. It is 
 interesting, though
 

not surprising to see that the income per trader is highly corre

lated with the quantity of land operated.
 

33 tradesmen out of 40 or about 82.5% of them expressed
 

that foodgrain trade is their primary occupation and 17.5%
 

expressed this as their secondary occupation. 

Asked whether they know about the function of atta chakkis 

as a distribution channel under MR, 37.5% of the foodgrain 
dealers answered in the affirmative, 27.5% in the negative and
 
32.5% of them remained indifferent to the question.
 

Asked wheter the existence of chakkis in anyway affect
 
their business, 37.5% of the foodgrain traders answered in the
 

affirmative, 32.5% were in the negative and 
 27.5% were
 

indifferent.
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Tab.lc A. 2 

)iari.itbuLion of' loodgrain 'raders by
Operational Landhol.dings and Income 

Operational Number of % of' T1ota1. Per Trader Income

Land (acre) Traders 
 ('1k. ) 

0-. 19 11 35 206,10 

0.50-.99 
 4 10 
 22650
 

l.00-'1.49 9 22.5 27022 

2.50-1.99 
 10 25 
 30575
 

5.00 + 3 1.5 171067 

Total 40 
 100 

Mean36Oi3 Hean 3604 3 
S . 1). 

3 6 , 
S.D. 38654 

Source: B~eacon SurveyField 1988. 

At ti hLde of foodgrain traders were so:iiewhat different from 
chaltki owile.s and M]R deall.rs as regards possi bl.e acceptability of 
ILize Lit, 10% subsi dy. As many as '12.5% of t.hem viewed that, mai ze 
will no t. be ;tc(:- pLn,Ile Iut not. Io:,s than 35% of them considered 

1o l11 )-,ub01that it acce( LAI t. 10% suJsidy,. lot ughj.y 23% of' the 
traders t 'r, i lot ",i.i iiL to Lit i.s (j .is t, ion. 

Tab.1e A.3 shows the structure of business premises used by 
the foodgrain traders in the area under sLudy. Highest number of' 
en1terprises (62.5%) are housed in ti.rished aid only 2.5% of the 
Lraders have l'vie ore ca rryinog outpucca s i For tile busintess. 

http:deall.rs
http:2.50-1.99
http:l.00-'1.49
http:0.50-.99
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Table A. 3
 

Distribution of Foodgrain Traders
 
by type of Structure
 

Type of Structure Number of Foodgrain Traders % of Total
 

Pucca 1 2.5
 

Semi-pucca 3 7.5
 

Tinshed 25 62.5
 

Others 11 27.5
 

Total 40 100.0
 

Table A.4 presents the distribution of foodgrain traders by 

working capital. It can be seen from the table that the modal 

number of foodgrain traders have working capital to the tune of 

Tk.10000 and above. Only 7.5% of the traders have working capital 

less than one thousand taka. It is also evident from the table 

that 57.5% of the foodgrain traders in the countryside use work

ing capital equal or less than Tk.10000 only. The evidence sug

gest that majority of the traders are small businessmen only. 

These businessmen have neither physical nor financial capability 

to stockpile and thereby manipulate market prices. It will be in
 

the interest of the price stability and in the greater interest
 

of the consumers at large that these small traders are encouraged
 

in all possible ways to continue and maintain the present level
 

of competitivevess.
 



-------------------------------------------------------------
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Table A.4 

Distribution of Foodgrain Traders by Working Capital
 

Working Capital 	 Number of % of Total
 
Foodgrain Traders
 

< 1000 3 7.5 

1000-2000 4 10.0 

2000-3000 2 5.0 

3000-5000 7 17.5 

5000-7500 4 10.0 

7500-10000 3 7.5 

10000+ 17 42.5 

-- -----------------------------------------------------------
Total 40 100.0 

Source: Beacon Field Survey, 1987/88.
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Foo Lno te 

1. According to Agricultural census 1983/84, only 20.1% of the
 
rural households had lands 2.5 acres and above. 
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Chapter 5 

Alternative to MR to Deliver Subsidised
 
Foodgrains to the Rural Poor
 

5.0.0 Ob.ject, iyes of the chapter 

The ob.jcl, iVes of the chapter are: 

a) to at.tempt an ouLl ine of various alternatives to MR for 

rural rationing in the context of the urgency of the achievement, 

ofr foodgrain self-sufficiency within a reasonable time horizon; 

b) to address regionalisati on of' di s t.ribut.i on channels for food 

distribution in rural areas; c) Lo assess the extent of overlap, 

in space, or (ifferent. channels of public food distribution 

especially, alS also Lo devise ways to reduce such overlap, if 

any, whenever such a case can be made in terms of greater equity 

(whether inter rural-urban or intira-sectoral). 

ILt. seems na t.ti rra t.o addroess the last. issue first, as this 

s. i to h n mli i en I issue mostLy. Th is i s a i so be ause a 

di.scussion of, t.he overlap, i I any, of dist..ribut ion channels may 
shed some light of its own on the possible al.ternat ives to MR. 

By alternatives to MR, we mean what. we call conventional MR 

(i.e., the distribut. ion of' wheat. and rice tohrough the institution 

of MR dealers). The research that was reported in the preceding 

three chapters as also our discussions with senior DOF officials 

lead us to reject the position that any alternative system of 

rural rationing that will distribute subsidised foodgrain to the 

poor and is clearly meritorious and easily implementable exists. 
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(One alternative is proposed for- iinpl ementation on pilot-basis 

later in the chapter) . As such, alt.ernatives must be deemed to 

properly include reforming exist-ing sys tr, of MIR as well as 

replacing it in certain geographical areas. 

5.0.1 Overlapping of Different Channels
 

The ccttext here must- be overlap in a territorial, temporal 

and persona. sense.' An overlap could be said to be undesirable 

when supplies from several charincls cons tellate for households 

and regions that do not warrant high food-- 1pport priority. An 

overlap could, on the other hand, be said to be desirable when, 

say, for very poor households (may be utterly landless ones) sup

plies from several chat,,;.Is congregate in both (lean and peak) 

seasons. This would be the case when, for example, landless 

households in V'act can supplement their foodgrain availability in 

the FFWP season (which is part of the peak season), as also,
 

especially, in the lean months of the monsoon (when there is
 

relatively little woi:k to be found) through the instrument of MR,
 

for example.
 

Seasonal overlap between various channels is best analysed 

in the context of the desirability of impacting on food resources 

of households or regi ons with high incidence of p)overty. The case 

for rationing has, ultimately, to do with circumstances of the 

poor. Trme or seasons are material because the circumstances of 

the poor may in part be determined by them. In this study, we did 

not therefore try to analyse overlap in its seasonal dimension. 

Also, we believe that the most direct evidence on overlap can be
 

gleaned at the household level. At the district level, for
 

example, aggregation may introduce bias into the results.
 

Consequently, our presentation of the presence of the overlap is
 

based on household data. With this, we examine the data generated
 

http:chat,,;.Is
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of con
by the household survey so as to establish the degree 


gregation of the benefits from MR, FFWP, VGD, EP and OP.2
 

5.1 Overlap at the Household Level 	Among Channels
 

of da1ta collected for thisA brief description of the nature 

stge. Information was collected about purpose may be apt at this 

from each of the followingby the householdsfoodgrai ns received 

MR, VGD, FFWP, Institutional. FeedingPFDS charnnels, viz. 11P,OP, 


(IF) and GIL. Partial correlation coefficients are computeda
 

Th table below shows, f'irst, zero-order corrola tion coeffi

recei ved per household under HT] and O1
cierits between quar tiy 

zero-order correlation coefficients
(EPOP), MR, FFWP and VGI). All 


of them is gi fictlit., though). 'Th, lparti aL 
are negative. (Nonm 

correlation coefficients (PCC) ar- all negative, too. 4 The PC( 

for FFW is -0.0007; PCC between
between MR and EPOP, controlling 

MR and EPOP, controlling for VGD is 	-0.0002.
 

As pointed out in the footnote below, there is no overlap
 

between these channels at the household level.
 

far in the chapter suggests that
Phe evidetiet lresen ted so 

' l ed bya repthe incideuce ul food suhSily/-S jlj) 	 ti, piprol'mgiiea .el Scii 

bu i nverse ly re I al.d to each
these loul" chutinel s appe It's to 


' 
tiiltt to.ii: lWOl'bIm 1 )1 I-111-10. p tyV(,'l.)	 ight, Ib
ot,.iUl', T ej'efo 'e;, 

c of food support atterms of (1"iect_ conveyaaddressed by MR (in 

can iit he achieved by FIW and/or VGD. This 
subsidised )rices) 

own right.
further means that reform of MR must take place in its 


food subsidies in
of the progrmiiii rig ofRegiona l.isation 

of regional prioritisaMR,involving already accepted notions 

in which to go about it. To thi.n;, we 
tion, is one important way 


may now turn.
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Zero-order 

Table 5. 1 

Correl at ion Coefficient. MaLrix 

----------------------------------------------------------------
MR EPOP FFW 

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

VGD 

MR 1.0 -0.0157 -.0028 

EPOP 1.0 -. 161 

FFW 1.0 

VGD 

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

-.0712 

-. 015 

-. 1003 

1.0 
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5.2 Regionalisution or Distribution 

foodgrain
The case for regionalisation of distribution of 


rests on the equity urigument, 

obviously
t taoke up this argument, locait. ion and geography 

themselves tomatter in determining how households in fact relate 

the food system. And these relationships can exist on both supply 

and demand side of' tie food system. On the supply side, certin 

chalk up food productionmicro-regions or districts chronically 

deficits relative Lo requirement. This happens due either LU poor 

yields or to low cropping intensity. Poor yields m.ay stem from 

lJ) I d w i th land in'crit. iLy, crop-Joss due to rugutar t'.ioods CUO 

land erosion. They may also result from conpulsions to plant 

- whi.ch translate in to low
traditional var'jetics of paddy 

may remain low because theproductiviLy. Croppi ng interisi ty 

adversely affect the quancharact.er" of the te rr'ain. ],ocaL ion may 

the farmtity in which key agricultural inputs are supplied at 

the prices at which they are sold--both of which may
gates, or 

likely dampens producers' return from farming. 

On 	 the demand side, loc.tion matters to poverty because 

to product market is germinal in determining income access 

When income levels are low, they also are germinal in
levels. 


low levels of derived demand for casual
generating relatively 

gre!at importance fo" land
farm arid nor,-fari, labour--a source of 

access to product market is hampered as
less households. Where 

also tofarm producLs are concerned, the same may applyfar as 


rural industrial products. Opportunities for self-employment 
con-


In 	 these circumstances, strong insequently become a casualty. 

location,and household-level poverty,

teractions exist between 


both through the demand and supply side.Consequently,location has 

been utilised as a focal variable in both the characterisation of
 

http:charact.er
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the problem of poverty in Bangladesh and in the design of the to

date most cited programmes for poverty alleviation in Bangladesh.
 

As examples of the use of location in characterisation of the
 

problem of poverty, one may cite the works of Currey (1978),
 

Chowdhury (1984), Chowdhury et al (1986). All of these suggest
 

that there is a geography of poverty and the resulting food

stress. As example of the use of territorial distress ranks as
 

integral parts of an anti-poverty programme, one's attention may
 

be drawn to the Ministry of Relief and Rehabilitation and WFP
 

making use of the upazila-ranks in the determination of alloca

tion of foodgrains under FFWP. All f this establishes that the
 

poor households in poorer region represent the most intractable
 

expression of poverty.
 

In a previous work, Chowdhury et al had made a case for
 

geographical targetting of foodgrains being programmed into the
 

modus operandi of MR. The results presented in the foregoing have
 

reinforced our belief that Chowdhury et al's recommendation in
 

this regard is still worthwhile adopting for implementation. The
 

relevant recommendation is quoted below (italics omitted).
 

"It is recommended that the allocational criterion of the MR
 

be revised to include the following. The entire MR wheat al

location 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 upazilas; 

(ii) MR cardholders in non-famine-prone upazilas, and 

(iii) MR cardholders in pourashavas. The allocation of MR 
foodgrain, both wheat and rice, among these locational en

tities should be governed by the principle that an adult
 

card in (i) should have the weight in terms of entitlement
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1.25 times that of an adult card in (ii) and that a card in
 

(iii) should have the weight of 0.67 that of (ii). The
 

allocation of MR among districts should similarly be derived
 

from a country-wide compilation of MR cards at issue in (i)
 

famine-prone and non-famine-prone upazilaG, and (ii) in
 
poura- shavas, similar weights being applied. Rice in MR may
 

be distributed among card holders through the medium of MR
 

dealers, so long as rice is distributed." (What has been
 

termed non-famine-prone upazilns by Chowdhury et al. 1986
 

are the better-or-average upazilas of this study. Famine

prone upazilas are those with relative distress levels of
 

greater than one.)
 

We have to note however that the percentage lifted out of
 

allotment by the representative chakki and MR deaier is somewhat
 

lower than by paurashava dealers due to both chakki-owners (and
 

MR dealers in unions) having to incur higher unit transport
 

charges to carry grains from LSDs, while pourashava MR dealers
 
5
are situated quite advantageously on this score. The objective
 

of the above recommendation is of course to influence supply on
 

the ground and that is a matter, aside from what is allotted, of
 

what is lifted out of the allotment. One has to do something
 

about the lifting, as well as allotment. By doing something about
 
the issue prices to chakki-owners and union MR dealers, in par
tial preference to pourashava dealers, it may be possible to do
 
something about that. The idea about to be presented assumes that
 

it is not advantageous to raise the overall levels of allotment
 

under the monetised channels of the PFDS for budgetary as well as
 

possible production-incentive reasons, and that it is not practi

cally possible to phase SR out completely (which might have
 

created some additional space for rt-forming MR). If MR activity
 

is to remain about its current levels, to enhance significantly
 

its effectiveness in terms of poverty targetting will in part
 

require more effective geographical prioritisation of allotment,
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coupled with price incentives in favour of "consumption" of MR 

grains in regions with desired stress conditions. 

to beIt is here proposed that issue 	prices of MR grains 

chakki-owners should be someallotted to union level. dealers and 

what lower than for pourashava dealer. The rationale for this is 

provided by di fferential transport costs. A di fferential to the 

of 3-4%, to the advantage of union-level dealers and chakkitune 
nutralise theowners, i s proposed.T'lhis i s 	 timed suff'icient, t o 

differential transport costs. Note, however, that the union-level 

than two-thirds of the overallMR and atta-chakkis represent more 

ot the i nor' st.aLus ()I1 I1)OUHla VILkv MR, theMR activity. (cuuIMse 

advau wou I(1 largeraproposed pri ce Lage 1 ikely mean unit 

in MR this only be sobudgetary subsid y the overall . But would 

while the grain-mix is kept unchanged. We would however like to 

say t.hat. the mi.x ought to be! changed as b tween the two cl asses 

that the status luo can, as far as possible, beof MR act.i vi -y so 

rmai nta i ned. For example, rie-to-wheat ratio in pourashava MR in 

1986/87 was estimated to be 60:40, whiLe that for union MR was 

45:55. 	 It is proposed here that pourashava allotment of rice-to-

MI should be 30:70.wheat should be 70:30, while that, for union 

Because the unit budgetary subsidy on whealt can, given the world 

someand domestic prices or that commodity, plausibly be fixed 

what higher than for rice, the greater- r,,-lative share of wheat 

unchange-d thewithil U ,ion-l.ove I. Mit woUld l. i l.1y, i.' no t keel) 

average rate of su ,:i idles, increase the overal1. rate very 

as is ike ly to be the case., there are approvedslightly. 1.(', 

within and without pourashavas, we would alsochakkis both 

types be propose that quantities to be allotted to those two 

determined in deference to a regionally-sensitive set of 

chlukkis located outside porashavaspriorilies. That is, approved 

in famine-prone upazilias should have the weight in terms of en

titlement to 1.25 m per eqiv:1valent card thatalloLment t. mes adult 

of approved chakkis outside pourashavas non-f ammine-prone 
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upazilas. Atta-chakkis in pourashavas everhwhere should receive
 
allotments 0.67 
times per card that for average chakkis in non
famine prone upazilas. This scheme would take 
the principle of
 
territorial prioritisation virtually as fa2 as can
it go. The
 
number of cards for pourashavas and in the unions is available
 
with the district food offices. The system can therefore be put
 
together relatively easily.
 

Before going any further, 
 we have to justify the "priority"
 
and "discount" factors, of 
1.25 and 0.67. The first is easily
 
justified: average distress 
 ranks of the thirty (of the forty
nine) new districts covered in this 
 study is 1.23. (Of these
 
forty-nine districts, nineteen are average or better-than-average
 
districts.) a
To put priority factor of 1.25 favouring worse
than-average districts/upazilas is appropriate.
 

The discount factor of 0.67 to 
 the disadvantage of
 
pourashavas does reflect our 
own judgement about the comparative
 
degree of poverty in a representative pourashava as against rural
 
areas 
in an average district. Employment opportunities, earnings,
 
possibilities of self-employment for female and elderly (who can
not otherwise perform manual labour services) are usually larger
 
in a (typically more populous) pourashava than 
on the land. With
 
the accessibility of electricity, 
sewage, running or tubewell
 
water, and the generalised importance that comes from residence
 
in an electorally-important area, 
 the residents of pourashavas
 
enjoy 
better quality of life in general than villagers, even in
 
an average district.6
 

One may wonder at this 
 stage: isn't this multi-layered
 
system going to be 
 rather too complicated to be administered?
 
Will significant costs have to be incurred in 
 disseminating the
 
relevant formulation of the 
system to the staff in the offices of
 
the DOF at 
the district levels and below? And, finally,--and this
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is an economic question--how is one to guarantee againkit a mis

match between the raised allotment (supply) of vulnerable regions
 

and the ability of their residents -- especially poorer ones -

to be able to command purchasing power over the added supply? We 

take these considerations in that order. 

First, the territorial prioritisation has to be done is an
 

easy-to-understand way. Let us go over the details of such a
 

formulation. The numbei- of MR cards for famine-prone and non

famine-prone upazilas, as also pourashavas is available with the
 

offices of the DC, Food. By using the following relation, it
 

should be possible to compute total number of cards at issue for
 

any given new districts:
 

CiJ = 	(Cd X 1.25) + (Cad X 1.00) + (Cp X .67)
 

i 	= 1, ... ,64; j = 1.2 ..... (1) 

where Cij = No.of MR cards at issue normalised-for-distress
 

in the i-th district for j-th ration commodity.
 

Cd = 	No. of MR cards in below-average upazilas in
 

i-th districts.
 

cad = 	No. of MR cards in average or better upazilas
 

in i-th district.
 

cp = 	No. of MR cards in pourashavas in i-th district.
 

= 	district subscripts, there being 64 new
 

districts in Bangladesh.
 

j = rice and wheat.
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This relation puts forward an allocation formula only; it 

cannoL substitute for the determination of tile quantities to be 

allotted in MR overall in the country. Once the latter is done 

through an adini Iis t rat iv process, inter-d istri ct allocation 

simply involves the fol lowing relation: 

a. j 	 Q j " _ , j (2) 

where 	acj allotment to be made effective per
 
"distress-no-malised" card 

Qj 	 country-wide total allotment to be made 

for ration good ,j 

C= 	 Total number of distress-normalised 

MR cards 

(Note that the subscript j in the summation above is redundant. 

It is retained nonetheless for symmetry). 

Once acj is evaluated for rice or wheat for the country as a 

whole, di s ,11..LI uv eJI a i ocat i on 14il be s Igges teI iIIf.(d i IA1L 1 y 
because each distric' will. have for it the Cj's.
 

The system will be quite simir,Le to administer once the basic 

data that it relies upon are cuntr-L. sorlrin the headquarters of 

the DOF.7 After one or two years of trial, the modus operandi of 

the system will be assimilated into the administrative culture of 

the DOF. 
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Consequently, no significant costs are likely to be incurred
 

in disseminating the relevant formulation to the officials of the
 

DOF on the ground--because the intra-district allocation of MR
 

allotment will become a matter, simply, of the upazila-level
 
number of distress-normalised MR cards, which already will have
 

been prepared. intra-upazila allocation of allotment can not
 

however be calibrated according to regional-stress gradations.
 

This is so because union-level gradation is not officially recog

nised as yet. In arriving at union-level allocation, upazila al

location may simply be prorated according to number of MR cards.
 

This should be relatively simple to achieve.
 

The last question raised above is, in a sense, the most dif

ficult one to answer. No one knows the answer, because the action
 

at issue has not been taken before. A priori, it is possible to
 

lighten the possibility of this happening, for the following
 

r(-son. The principal effect of the territorial targetting is to
 

lower cost of supply of ration foodgrains for the poorest
 

households in the country. With ex-PFDS supplies on the increase
 

as a result of regional reprioritisation proposed above, prices
 

in poorer region will likely be lower, ceteris paribus, than in
 

better-off regions. Becuase the poor are the more populous in
 

vulnerable regions, and because the poor tend to have higher
 

budget share of cereals than others, a given fall in the price of
 

grains translates into a larger income effect for these
 

households. They are thus able to comiiand more foodgrain (and
 

other final consumption goods). Ability to buy greater quantities
 

of rationed grains by the inhabitants of poorer regions does not
 

appear to us to be an intractable problem. At any rate, should
 

this become a problem, this should be a verifiable problem -- as
 

data on ratio of lifting to allotment by each of the three types
 

of regions in every district would be easy to collect. Lifting

to-allotment ratios significantly lower than those currently
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prevailing would indicate mismatch between demand and supply. We
 

would certainly think that our recommendations should be tried on
 

a pilot basis for a period of, say, two years. Verification of
 

actual results during this period is here envisaged as input into
 

fine tuning of the system.
 

Alternatives to MR
 

By alternatives to MR, we mean alternatives to MR in its
 

conventional form, namely, distribution of grain in the form of
 

wheat and rice primarily through the MR dealers in pourashavas
 

and the unions. This system certainly wants a change, and the
 

following paragraphs outline some of the elements of change.
 

Before proceeding any further, the touchstone for what may pass
 

for reform of MR has to be stated. A commodity with greater self

selection of the poor will reform MR. A form of distribution
 

which increases the self-selection by the poor will reform it.
 

Reprioritisation of poor regions at the expense of less-needy
 

ones will reform it. A movement from general rationing to direct
 

targetting at the poor households will reform it. These are the
 

four touchstones. The case for regional reprioritisation has al

ready been made, and modalities outlined. It remains to present
 

the rationale and mechanisms of two possible extensions of MR.
 

Before coming to the two specific extensions, it may be apt
 

to dispose of the case against an attempt to prop up conventional
 

MR through, may be, the instrumentation of a more current and ac

curate DPL together with the institution of a greater degree of
 

supervision by the DOF officials at the district level of the
 

activities of MR dealers and union/pourashava elected officials.
 

The case for such an attempt could have been made quite force

fully if the DPL was in fact found to be doing its job poorly or
 

if the unit budgetary subsidy were at a high level or if there
 

was a considerable underutilisation of the administrative
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capacity or the DOF officials at the district level,. It has been 

shown above that 

a) the DPL is performing its job quite adequately namely of 

isolating the 50-60% of the households with the smallest land 

ownership in the villages. We have argued that househods' lack of 

ownership of land is bound to have a high degree of correspon

dence with overall indicat, rs of poverty; 

b) that unit budgetary subsidy on ration rice and wheat in 

all monetised channels of PFDS (including MR) has been heavily 

pared down more recently. Subsidy, in percentage terms, on rice 

works out at 17%; that on wheat works out at 11% in 1986/87. 

Between 1573/74 and 1986/87, the degree of reduction in he sub

sidisation works out at about 7% per year. Now that is certainly 

a high order of de-subs:idisation, considering that one is talking 

about basic grains with quite high average budget shares. And yet 

there is no evi dence as yet that. per capita consumption of grain 

cereals by the poorest two quartiles, whether in urban or rural 

Bangl adesh, have shown any decline at all, at least on the 

strength of the evidence of a number of Household Expenditure 

Surveys (HIES).8 Its precise causes need not detain us here. Only 

one major cause will be presented here. The eligibility to 

support under the monetised channels of the PFDS (i.e. SR, 

OP,EP,MR,LE and FM) has always been such as to render a very 

large share of the foodrain channelised thereby off-limits to 
0the pour . This general isatLion a lj)l iCs Jpa.'t.i eularly to the MR. 

Hence the roll-back of the su. .;iies on ex-ration supply of 

foodgrains to the poor households did not adversely affect their 

consumption levels, because such supplies were virtually never 

very visible on their food balances.' 0 To put it ratherly flat

footedly, MR was virtually never effective in directly purveying 

food subsidies to the poorest 50-60% of the rural households. 

Therefore, there would scarcely be a powerful equity argument to 
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want to raise budgetary subsidy in conventional MR. There may
 

still be a case for wanting to raise slightly budgetary subsidy
 

in a reformed MR, as we have alread,, argued;
 

In addition to these two arguments, we may want to add a
 
third. It is not believed that any considerable slack exists in
 

the utilisation of the administrative capacity of district level
 

DOF officials. Upazilaisation and the upgradation of sub

divisions into districts have created new positions in sub

divisional levels or below, thereby creating opportunities for
 

promotion or for working on a higher level of responsibility (on
 
"current-charge" ba!:is) 
for many officials. Many of the current

charge incumbents might, in less hurried times, have performed
 

the supervisory functions of MR. The case for an easy availa

bility of DOF staff in the districts with the time to supervise
 

MR activities more accountably can not be accepted lightly. Nor
 

can the opportuuity costs of any possib]e reorganisation of the 

work-routine of district level officials, so as to secure a more 

effective accountability of MR activities, he lightly brushed 

aside - for example, with regard to the timely coordination of 

the DOF's role in the FFW activity. (The poor are the most 

important beneficiary of this lastnoted activity.) 

In the light of all these observations, we are against what
 

we call a rejuvenation of a system - namely, conventional MR 

which has a long track record of administrative inadequacy. Its
 

rejuvenation will certainly be expensive. For one thing, the up

dating of the DPL is bound to take up a good deal of resources
 

(the census of land ownership in evety union, for example.)."'
 

Once the DPL can be put in place, the working of MR according to
 

the letter of the law has to be constantly policed, and that will
 

involve resources. In short, an "artificial resuscitation" of
 

conventional MR is possible but the benefit-cost ratio of such MR
 



155
 

is bound to be low. This brings to the fore the case for other
 

alternatives to it, including some reasonable extensions.
 

5.3.1 "Chakkisation" of MR Supplies
 

We believe that raising the percentage of the wheat in MR
 

distributed through the approved chakkis--a process we call chak

kisation for want of a more laconic term--represents a fine and
 

wholesome innovation. As compared with conventional MR with
 

respect to distribution of wheat, chakkisation offers the follow

ing advantages:
 

a) Chakkis have been seen in Chapter-4 to operate at sig
nificantly less than full capacity. Although supplies under MR
 

represent a very small fraction of the quantity of wheat a repre

sentative chakki mills, chakki-owners would be quite happy to
 

raise their levels of utilisation so as to spread overheads ever
 

more thinly. Chakkisation,therefore,means greater likelihood of
 

the wheat lifted in MR being milled locally than would be true
 

were MR dealers to be the allottees. This last thesis owes to the
 

fact that the ties of a MR dealer to the compulsion to local-area
 

distribution are more tenuous than are those of the chakki-owner
 

to localised milling. Whole wheat in sacks lends itself more con

veniently and inexpensively than does atta to the circumstances
 

of, say, inter-district haulage. Geographical targetting is
 

easier to secure with the distribution of atta than with the dis

tribution of wheat.
 

a) Even if conventional MR were working as intended, its
 

modalities would have been ill-adapted to one key characteristic
 

of poor households in rural area. Because the quantities are
 

small and transport costs high, it is in the interest of both the
 

dealers and the consumers to transact relatively large volumes
 

each time a transaction takes place. 1 2 This is because fixed
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costs of transactiocan are thus reduced. For many poor house

holds, desired volume of purchase of wheat pr transac..ion may 

come to between 10 and 15 seers. The cost of 10 seers oft wheat 

may be about Tk.50. Many poor households can not afford to put 
Tk.50 in wheawl t stoCkS al.onet(2. 'Phe graint whose s.ocks are dearly 

wanted by the average poor ruraL household in iBang Ladush iii 

paddy/rice, not wheat. Tk. 50 is two days' male wages, and that 

is .(O mC:h L" bte invested .i.n thlC stocks of ak lessIl prefer'red 

grain espc ialJy when other non-cereal items have large budget 

shares, too. Iii essence, tLhe d istri .ut i(n of wheat idally in 

relativoly large quantities once in a while adapts it.self ill to 

the circumstances or virtually perennially cash-strapped rural 

poor households. The second point is that MR dealers will rarely 

extend a credit on sales of wheat, while many poor households 

doubtless have to rely on bazaar credit, especially on goods with 

large budget shares, to stabilise consumption. Where the finan

cial ability to keep adequate food stocks is wanting for many 

poor huhowt(l|di N, iat.i on ionig Io,.st:s :ome or its naturall advantages. 

On this gr-ound, chakklisation appears promising becuase, 

while the chakkis wholesale atta, the bazaar retailers sell in 

flexible quantities. Reliance on retail credit is also quite com-

Imion in transactions at this level of the trade. ALta is available 

not just in the weekly hats. With intra-rural earthen roads 

becoming more and more common, vil]lage-level groceries are becom

ing more common, too. Consequently, poor people are frequently 

buying aLa in quanititLes suited to daily needs. And doing so is 

commensurate with the availability of their means. Chakkisation 

suits such an in:'itutional evolution of the market for atta 

quite well. 

The third advantage in Iaovur of pl'oImoting chakkisation at 

the expense of conventional MR dealers is this. The chakki-owner 

deals in an essential commodity in a localised market. This is 
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also true, de jure, of MR dealers, but the available data and the
 

perceptions of many knowledgeable people suggest that a major
 

portion of the lifting of MR dealers is sold as whole wheat to
 

the highest bidder in the open market. The highest bidders for
 

Aheat are usually found in the urban areas. A good part of MR
 

dealers' lifting arguably is headed for major cities. Because of
 

the greater significance to chakki-owner of what happens to
 

prices and supplies locally, he should count for more than the MR
 

dealer in governmental interventions that want to affect market
 

and consumption behaviour in their microscopic dimentions.13
 

Now that the merit of chakkisation has been established to
 

some satisfaction, we must address one major issue. Won't the al

ready meagre unit budgetary subsidies, which ration prices now
 

carry, run the risk of being eaten up by chakki-owners themselves
 

out of profit-maximising compulsions ? If so, what would be the
 

rationale of such a policy ?
 

This question brings to the fore the issue about the retail
 

pricing of atta. More elaborately, this is a question of the
 

level and variability of retail atta price, relative to coarse
 

rice, as also of the proportionate spread between atta retail
 

price and ex-issue price of wheat to chakkiwalas. The latter will
 

tell us about the distributional costs on atta.
 

The following table (Table 5.2) presents level and
 

variability of retail prices of coarse rice and atta in twenty
 

old districts of Bangladesh. Two successive years with fundamen

tally different food price situation are contrasted here. 1985/86
 

was a year with soft prices, coarse rice prices having fallen by
 

the order of 6% over 1984/85 level nominally. 1986/87 was a year
 

with firmer prices. In both years, atta-chakkis received about
 

the same proporti6nate share of total MR allotment of wheat.1 4
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Table 5.2 

Level and Variability of Retial Prices of
 
Coarse rice and at.a 

Name of Course ic, .. . - . . . . .AL Lu 
district 1985/86 198_L8 7 1985/.8 198687 

Mean CV Mean CV Mean CV Mean 

Dhaka 8.18 4.33 9.75 6.61 6.62 3.64 7.36 3.45 

ChiLtagong 8.28 4.07 .82 7.26 6.11 6.31 7.10 2.59 

Rajshahi '.41 9.22 9.10 8.09 6.00 7.34 6.94 6.13 

Khulna 7.44 5.90 9.46 7.46 5.95 3.89 6.84 2.95 

Sylhet 7.84 5.76 8.95 5.12 5.72 3.26 6.90 3.62 

Rangpur 7.73 7.29 8.91 7.59 5.89 4.80 6.64 4.95 

Nynensirigh 8.18 8.52 8.95 5.82 5.94 4.92 6.92 5.22 

Jamal pr 8.09 7.10 9.59 8. 16 5.68 7.73 G. 65 8.32 

'Pangai]. 8.42 5.14 9.35 8.48 5.64 9.37 6. 97 7.97 

Faridpur 7.41 8.30 9.20 5.85 5.75 6.81 6.70 5.33 

CHT 8.06 6.22 9.34 8.89 5.43 3.81 6.46 5.88 

Noakhaii 8.11 6.73 9.85 4.37 6.03 7.07 6.33 3.42 

Comilla 8.21 7.78 9.66 C.O1 6.58 8.93 7.31 3.40 

Pabna 7.53 4.56 9.21 8.58 5.68 5.26 6.53 5.53 

Bogra 7.13 6.84 8.66 8.53 5.47 5.47 6.49 6.73 

Dinaipur 7.77 6.02 9.03 8.28 5.16 7.29 6.74 8.20 

Kushtia 7.63 4.40 8.88 12.06 5.96 7.55 6.37 4.81 

Jessore 7.94 5.35 9.77 9.23 5.84 4.11 6.58 7.63 

Barisal 7.56 6.20 10.28 12.28 5.95 3.61 6.74 7.43 

Patuakhali 8.08 9.43 9.90 12.71 5.10 8.17 6.68 7.62 

All 
districts 7.85 6.4 9.38 6.7 5.87 6.9 6.76 6.10 

Source: Data collected from Directorate of Airicultural 
Marketing, Dhaka. 
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Let us look first of all at some overall results. Coarse
 

rice price rose from Tk. 7.85 in 1985/86 to Tk. 9.38--by 19.5%.
 

During the same period, atta's price rose from T r. 5.87 to Tk.
 

6.76--by 15%. That the percentage increase in rice price ir
 

higher than that for atta is especially true for some of the
 

districts with some of the most vulnerable concentration of
 

population. This is shown in Table 5.3. Except in Mymensingh,
 

the increase for rice is greater for each of the other districts
 

well-known for their proneness to food stress.
 

As far as variability over space is concerned. There is
 

hardly anything to choose between coarse rice and atta, the
 

coefficient of variation being between 6 and 7% in both years.
 

Note however that in 1985/86, the CV for atta is higher than for
 

rice, while the next year, the CV for atta is lowsr than for
 

rice. In a year with soft price, consumers buy more of rice,
 

thus shifting out of atta and dampening its prices, The higher
 

variability, in a year of low absolute prices suggests subtle
 

forms of consumer welfare being achieved. In a year with firm
 

prices, higher variability is associated with relative price
 

gains. Consumers lose when price varies more in space. It is
 

significant that as prices turn firm and rise, atta holds itself
 

up well on the ground of spatial variability.
 

Now we come to distributional cost of atta. Ex-ration wheat
 

price in 1986/87 has been Tk. 4.62 per seer. Percentage spread
 

between this price and estimated retail price at district level
 

is one of 46%.15 As su-h, gross costs of distribution in atta
 

relative to ex-PFDS is no more than 46%. By all means, this order
 

of overall distribution costs is quite reasonable and clearly
 

suggestive of competitive pricing. 1 6
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Table 5.3 

Proportionale Increase in Rice and Atta Prices,
 
1 lk'/,/6 , 198i/8'I 

I I ._-& (70 0 CI. 1C .'VL% t..1 , tf,i i 1AV I)(k 
Rice Atta .985186 . . 1986/87 

Rice Attit Rice Atta 

Rangpur 15.8 12.7 7.29 4.80 7.59 4.95 

Faridpur 16.5 24.2 8.30 6.81 5.85 5.33
 

Pabna 14.9 22.3 4.56 5.26 8.58 5.53
 

Mymen
singh 16.5 9.4 8.52 4.92 5.82 5.22
 

Jamalpur 17.1 18.5 7.10 7.73 8.15 8.32
 

Bogra 18.6 21.4 6.84 5.47 8.53 6.73
 

Source: Table 5.2 .
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This pricing behaviour in atta market has to be seen in the
 
context that chakkis receive no more than about 1-2 per cent of
 

the wheat they mill from MR. A major part of wheat they mill is
 
bought from private wheat market. Were MR dealers to be phased
 

completely out of MR, relative importance of PFDS vis-a-vis the
 

chakkis as a source of grain is estimated to rise to about 5%.
 

It is not self-evident that such a minor change should fundamen

tally alter the price behaviour of the chakkis. Unless there are
 

disruptions of supply of rice and wheat of a national proportion
 

(which may, by creating perceptions of fundamental uncertainties
 

in the minds of the traders, reallocate traders' stock in favour
 
of future sales), it is plausible to argue that a complete phase

out of the dealers from the distribution of wheat in MR is un

likely to abolish competitive pricing of atta chakki.
 

We recommend that all of the MR allotment of wheat be
 

marketed through atta chakkis, and that only rice in MR be
 

mediated by MR dealers.
 

What is to be done when a disruption of a national propor

tion intervenes ? Such disruptions would have aq their main
 

result a drifting apart of the market from ration prices. MR
 

dealers have, it can safely be said, taken advantage of such
 

disruptions by diverting supplies to the market. It has to be
 

conceded that when major changes in price relatives take place,
 

chakki owners may, too, take advantage of the situation. We
 

recommend in principle that one of the effective ways in which
 

this can be dealt with is through Open Market Sales (OMS). The
 

case under discussion here is one for ensuring that prices do not
 

get destabilised beyond a tolerable band. But this discussion
 

must take place within the general rubric of price stabilisation.
 

One should not mix-up goals of public food market interventions
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tim II are r on ce ri1ed w.iImh Ieve Is o f 1 r i ees wi Lh goal.s that are 

CorIe rIed wi th s Labi I i.sat. ion of prices. These two should be 

deemed Functional]y separate goals, although over time they may 

overlap. Hence, these should be tackled through separate 

inst.ruments. We recommend that OMS be d op t.ed as the price 
stab.lisation instrument. Even currently, of course the de jure 

coverage of OMS i! countrywide. However, it, is widely perceived 

that the coverage of OMS tends to be unequal spatially. And of 

course imporritant practical problems remain to be solved in the 

running of OMS. It is beyond the scope of this report to dilate 

on how to fix aill of' th- problems. We are convinced however 

that chakkisation coupled with the fine tuning of the OMS in 

rural areas in particular together composes a more decentralised 

and effective intervention in rural food market so as to ensure 

availability of wheat/atta in the quantities arid at prices that 

are competitively determined. 

5.3.2 An Alternative Means of Delivering Food
 

'The essenice of' this proposed alterrative stems from the 

recognition that some non-governmental organisations of 

Bangladesh have suL-jssfully organised the participation of the 

poor in production, forged cost-effective delivery and receiving 

mechanisms for credit, developed a cohesive and conscientised 

body of the poor aware of their potential as well as their 

deprivation, and therefore ready to impose on them the necessary 

self-discipline. 17 GB has already built an infrastructure of 

support personnel, group leaders who are in regular weekly con

tact with people in villages whose land-ownership (of upto 0.50 

acres) puts them in the 'it' category mainly. The idea is to 

utilise GB as an additional channel of subsidised fooegrains for
 

households in 
 villages with upto, 0.50 of land. Wesay, acre 

proposed that. a pilot project, to be called Grameen Bank Food 

Distribution Project, be undertaken for three years. 
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The objective of i he sch.n:,u will be to test the feasibi.lity 
of uS.i gU l as nn i i I 4t.ion 1 inte ieo iIdiary d i ,i ribliti L , sub
s idis&-d Vodg. rains among poor households on behalf of tho Govern
ment of Bangladesh. 

The scheme may feature the fo.lowjng ingredients: 

a) A Charter of iRiglts and O:ligat.ions invlving the Food Divi.
sion vLn 0B will have to u dut':ined; 

b) 013's involveminL in the 'ne will be selt'-co ntained in th u 
per'sonna of a Gill Food 1)i:Lttil,tL.ion Unit. v orAny cthor ael. ivil.iti 

admini.sLaI.Ll ive componn, oitluIl-i
vf nol. be a party Lo, and will
 
there or, ext., to,
reumin judice the matters of gove'nmelltal
 
supervi;ion and audi. Li of
g the activi ti-s of this Unit. 

) ]iur di tricts where ADf has worked for at fivu.east years 
be selected for this project. At Lhe outset, GE 'ield cadre, to
 
be created and r.lain ed by 
Pt)U, will, KilIhcons ultat ion witli the 
e].e,:.,, UP officials, dr.w up I ]it . (d', as al io )rcpul'i, I ("01111t. 
of1." iiiCibu."eis i n, tho householst iK any g i yeun ] 0 i h upto 0.50 
acre of land. Frequent ly , it,wi Ib e that many huscholds to 03 
thus "is.ted are aleady among the cl.ients of UL's credit unit. 
Throso cleient households may no doubt provide further insidcr
account of the true land--ownership status of non-GB-cli ent 

d) Entiurner l. ion of ppol lat ion inrhouseho.lds ,i h upt. 0. 50 niervs 
of .land, bokh Cli.tL ' or not,s of..it G wi!ll, totgether iR O [L't.wiLh W 
ment rules per card per year (i. e. 104 hgs per adult-ecquivalent 
card), gives a basis for overall al.location of foodgr.ins to
 
these four districts. 
 (During the period of the pilot project,
 

http:admini.sLaI.Ll
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conventional MR may be discontinued in these four districts, 

although distribution of wheat. through approved chakkis would 

continue.); 

e) The GB would be issued wheat at wholesale issue price
 

subject to the preferential treatment suggested above for rural
 

MR deliveries. Because FDU would assume responsibility for
 

distribution in a whole district, economies of scale in transpor

tation and distribution may present themselves. And yet these may
 

not have been available to MR dealers, charged with distributing
 

a handful of maunds of rice and wheat in just one union.
 

(Certainly, the extent of economies to be had from such an in

stitutionalisation of distribution will vary according to the
 

state of infrastructure, and availability and choice of transport
 

vehicles. The potential for economies to be reaped will certainly
 

exist).
 

Grameen Bank's FDU offices in four districts will have to
 

initiate a programme of sales of foodgrain in particular hats at
 

fixed intervals. Advantage may be taken of the fact that dif

ferent unions convene their hats on different days of the week.
 

It may thus be possible to cover beneficiaries in various unions
 

of the district. Sales schedule must be rigidly adhered by FDU
 

staff at all cost. If this is done, objective uncertainties by
 

beneficiaries about the 'frequency of distribution will be
 

reduced. This will encourage utilisation by potential benefi

ciaries of the proposed system.
 

The advantage of the proposed alternative is that it will
 

make use of an already available infrastructure of implementa

tion, created in the context of accountable delivery of credit
 

for the poor, for the purpose of delivering food support for
 

them. The imperative of accountability is as compelling in the
 

context of reaching credit, as of reaching foodgrain.
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Of course, the idea will represent on extension of the
 

province of GB. The case for such an extension is logically
 

tenable. Poverty a.leviation need not, indeed must not, be
 

confined to the provision of credit, which has to do with income
 

generation. It needs to include how the poor spend their income
 

in buying essentials. Hence some extension of the activities of
 

GB can be logically argued. What better way to extend them than 

to bring subsidised food at fixed interval to the poor?
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Footnote
 

1. Two channels of the PFDS can be said to overlap when they
 
each is seen to benefit people in similar economic classes in the 
same regions or territorial chategories. For example, when MR, 
VGDP and FFWP have a clear tendency of coincident impact upon the 
food supplies at, say, upazila level, the upazila food system 
could be said to harbour an overlap in public food distribution, 
in space. The existence of positive second-order correlation 
coefficients (CC) would have indicated the presence of overlap. 
Negative coefficients show the opposite effect, namely that sup
plies from MR on the one hand and VGD and FFWP disaggregate 
rather than congregate. Second-order rather than first-order cor
relation coefficients are computed here, because simultaneous as
sociation between VGD and FFWP needs to be controlled for. Just 
to be above one's possible criticism, first-order correlation' 
coefficients are present ed, too. 

2. District-level regression results, presented earlier,
 
strongly suggested that, at least, there was no overlap between
 
MR activity at the district level on the one hand, and each of
 
FFW, VOD and EPOP activities on the other. This iu because each
 
of the coefficients of these independent variables on the MR of
ftake function wa3 negative. This evidence is consistent with the
 
position of ther being no significant overlap between MR offtake
 
per card at the district level, and the relative levels of ac
tivities of the other channels cited.
 

3. IF and GR were excluded from the computation.
 

4. The values of partial correlation coefficients are extremely
 
small. The formula for PCC is r12.3= (r12-r13.r23)/
 

(l-r2,3 x 4 1-r 223) where r12.3 represents PCC between, say,
 

variable X1 and X2 , controlling for X3, rji is zero-order CC be
tween ith and j-th variable, and r2 ij is the coefficient of mul
tiple determination, i.e. the R 2 familiar in regression. The es
timates of PCC in fact suggest the insignificance of the associa
tion between these variables. That the coefficient sign in every
 
case examined is negative suggests that overlap really does not
 
take place. Only two estimates of PCC are presented. The others
 
have not been presented: but each of the other is negative and
 
insignificant, quantitatively. The hypothesis of the absence of
 
any overlap can not be accepted, although it cannot be rejected'
 
either.
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5. Unit transportation cost per maund-mile depends upon the
 
state of infrastructure and the availability of mechanised means
 
of transports. If, for example, a dealer 
can transport grains by

trucks, cost per maund-mile may be as low as Tk.5. On cyclevan- a 
frequent mode of transports on roads connecting upazila head
quaters with unions -- cost per maund mile can be two times as 
time as 
much. On head-load, cost per maund-mile can be four times
 
as much. It is reasonable to suppose that MR dealers in
 
pourashavas use trucks to transport grains 
from LSDs (frequently
located within pourashava limits) to their shops. Dealers in the 
unions have on the other hand to transport on cycle-vans and/or 
on head-loads. D)ifferential unit transport cost per maurd must be 
taken into account in explaining differential lifting-to
allotment ratio.
 

6. These priority or discount factors are decidedly somewhat 
qualitative and subjective. Their primary function is to suggest

orders of relative priority or the lack of it as one forges a 
subsidy-targetting instrument which is sensitive to 
the geography

of poverty. They may of course require fine tuning in the light
 
of experience.
 

7. The DOF head quarters in Dhaka will then, as now, hand down 
district allocation of MR allotment. The only difference will lie 
in that, while, at present, allocation is made on the basis of 
merely number of cards, it will be made using distress-normalised 
number of cards.
 

8. We have examined the data from lIES for 1973/4, 1981/82,

1983/84 and 1985/86. Ccnsumption per capita of rice/rice flour
 
and wheat flour for these four years were compared. Of course, 
important methodological difference may arguably set the results 
of 1985/86 somewhat apart from those from the others. The results 
from the other lIES cannot be said to be very significantly dif
ferent in their methodological orientation. They clearly sustain 
the conclusion that consumption of cereal has in fact risen some
what as between 1973/74 and 1983/4 -- despite a very steep
decline in the subsidisation of grains in PFDS. 

9. For SR, this has been documented by Chowdhury (1987) and by
Abdullah and Murshid (1986). The eligibility to EP and OP is such 
as to secure such an effect, ex definitione. 

10. Of course, MR activity augments market availability of
 
cheaper grains and thereby results in lower prices than otherwise
 
would likely prevail. To this extent, of course, MR (or, for that
 
matter, any other monetised channel) carries in its wake consump
tion benefits. These benefits are, however, not material to the 
argument in the text. As we shall see, these benefits are quite 
material to a suggested extension made of the system of MR. 
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11. The last census of agriculture was in 1983/4 -- and already
 
quite dated.
 

12. MR dealers lift monthly, and it may be supposed that they
 
sell once a month, usually on a hat-day. Of course, in the hat,
 
the dealer is free to sell in flexible quantities. The typical
 
quantities that households may want to buy represent fifteen
 
days' requirements. In practice, short quantities dictate quan
tity restrictions by the MR dealers. Even so, households are
 
required to buy several days' requirements of wheat because chak
kis do not welcome the custom-milling of very small quantities of
 
wheat from a given customer, but also because the chakki may not
 
be located in the same hat and more distant.
 

13. The fourth advantage of the chakkis lies in their (rural)
 
industrial character. However modestly, they make a contribution
 
to industrialisation in the countryside, to add to diversifica
tion of rural economy, create new opportunities of surplus ac
cumulation by the rural people.
 

14. In 1986/87, the atta-chakki's percentage of wheat as against
 
total MR wheat allccation came to 20%.
 

15. This is Thus calculated: (6.76-.4.62)/4.80 = .461.
 

16. A study of marketing costs and margins of eight agricultural
 
commodities -- aman rice, lentils, potato, banana, poultry, hen
 
egg, beef meat, potato from cold storage - was conducted in
 
1984/85 (Maziruddin, 1985). The data used in it related to
 
1983/84. Except two -- aman rice and lentils -- overall market
ing costs on each of the other six significantly exceeded those
 
on atta. Distributional costs on aman rice was estimated at 35%,
 
and those on lentil at 36%. Mazirudd'n's costs were computed such
 
that terminal market in every case was Dhaka. Dhaka is the locus
 
of the best network of highways in Dhaka, and traders frequently 
Lend to shi.p large Vo lumes, thus ensuring scale economies in 
transport- ation. The difference with the atta situation should 
be obvious. Quantities issued to chakkis from PFDS tend to be 
quite small. (Chapter 4). Intra-district transportation systems 
are rudimentary and ill-maintained at that. Non-mechanised 
transports, including headloads and boats, are common. Transport 
costs thus tend to be higher. As such, there is little to choose 
between distributional costs of aman rice and lentils over those 
on atta.
 

17. We have here in mind NGO's like the Grameen Bank, BRAC,
 
Proshika etc. Togehter, these groups have demonstrated the
 
feasibility of cost-effectively delivering and receiving
 
resources vital for the socio-economic cooontinuity of the poor
 
as a groups. Grameen Bank(GB) has been perhaps the largest and
 
most researched of these NGO's See lossain, 1988. It has held up
 

http:6.76-.4.62)/4.80
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pretty favourab]y under scholarly scrutiny with respect to impact
 
of the poor's welfare, recovery of credit, replicability, dynamic
 
adjustents,etc. In the following pi'agtL-phs, GB is taken as rup
resenting the genre of NGO's.
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Chapter 6
 

Distribution Priority List (DPL)
 

6.1 Background
 

Since resources at the disposal of the government were
 

scarce and inadequate to meet the entire demand for subsidized
 

food, government prepared a distribution priority list (DPL) to
 

be followed as a guideline in distribution of MR. In preparation
 

of the DPL, the beneficiary households have been classified under
 

various categories namely 'A', 'B', 'C', and 'D' on th: basis of
 

the chowkidari tax they pay. The level of chowkidari tax was con

sidered as an index of the economic status a household belongs
 

to. As discussed earlier (Chapter 2), households categorised
 

under 'A' and 'B' only are entitled to cereal ration and those
 

under C and D to non-cereal rations.
 

Our field survey reveals that number of households issued
 

ration cards fall far short of the number belong %;o each
 

category. As stated earlier, the total number of households
 

having MR cards constitutes only 17.61% of the total, wheareas
 

households who belong to 'A'category alone constitutes 24.36%,
 

not to speak of other categories. Thus, the UP authorities have
 

to make a mini DPL every time they have a fresh allotment to
 

decide upon the number and exact houreholds to be accomodated
 

each time.
 

It bears mention at the outset in this chapter that the DPL
 

is, despite its datedness, a reasonably sensitive instrument. It
 

can be made somewhat more sensitive, but at the cost of carrying
 

out a country-wide land-ownership ascertainment using a
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standardised methodology. This latter is bound to be an expensive
 

exercise. Other things remaining the same, this may increase the
 

potential of the proper selection of the poor somewhat but surely
 

not by a great deal. This is because existing system of class

ification in DPL is quite adequate, and because deliberate
 
misclassification does not have a conspicuous presence. Conse

quently, our treatment of the subject of a methodology of a more
 

accurate DPL is made proportionate to the low intrinsic merit of
 

an elaborate exercise.
 

In the following sub-section, we present the criteria
 

followed in preparation of the DPL.
 

6.2 Criteria Followed in the Prepartion of DPL
 

DPL iL prepared on the basis of the chowkidari tax paid by a
 

household. Chowkidari tax is a tax imposed by and payable to the
 

local UP to supplement its resources that are drawn mainly of the
 

Government grant. Households who do not pay any chowkidari tax
 

are categorised under 'A' and those who pay upto Tk.10 are put
 

under category 'B'. Categories 'C' and 'D' are those who pay tax
 

between Tk.1i and 20, and Tk.21 or more, respectively. (In some
 

unions, tax cut-offs are somewhat different from the above. But
 

the point is that in all unions, A and B categories did manage to
 

sort out household with no or little land in their ownership.)
 

In the month of May every year, the UP authority prepares
 

its budget for the next financial year. Normally, a certain per

centage of the total expenditure is raised internally and the UP
 

members are asked to distribute the tax burden in their locality.
 

Following some rule of thumbs and a notional ability to pay
 

theory, the members decide who would be exempted from paying tax
 

and the annual amcint of tax a household would be liable to pay.
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More often than not, the members take the help of local chow

kidars in deciding the existing level of the ability to pay tax
 

by a household.
 

It has been shown elsewhere that in many unions, the DPLs now 

officially followed are rather outdated (Chowohury et al, 1986). 

The most recent ones were prepared in 1983/8. and since then 

there has been no updating. UP assistants have agreed in private 

;.hat in some cases, Lhe basis of original categorisation have 

chianged since then and some 25-30% of the households no longer 

belong to the original categories they were grouped in. It is, of 

.:ourse, a matter of ..iunmon sense that no lumsum tax can represent 

ability to pay over time in the face of inflation and also in the
 

face of changing per capita real income.Without entering into the 

question of refinement in the procedure and accepting the rule of 

thumb as it is, we ,,kay question ourselves what is the basic dif

ference between two households - orne that was exempted from tax 

and the other who paid Tk.1 only per annum. According to the ex

iA Ltng DIlL, tlhL rom'ni U wi llh IM 01.LI,eAd to 'A' cluts rati on curd 

and the latter to a 'B' class. It is our considered view that in 

most cases, such differentiation will be a matter of judgement 

without much practical sense in respect of ability to pay. Again, 

a person who was genuinely categorised say, under 'C' (or D) 

years earlier, and had no tax revision since then, he would be 

paying less now in real terms, if we consider nothing other than 

inflation. rhe tax payer's real income has been reduced due to 

inflation, and so has the tax amount.But he remained in the same 

category as before.
 

Having said this, we may now look at the criteria followed 

in fixing chowkidari tax. In a rural agricultural society like 

Bangladesh, one of the best criteria to judge the economic status 

is to look at the levl of landholding by the households.Although,* 

landholding is not the only measure of income, it is nonetheless 

5 
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the most decisive means of income to the largest proportion of
 

the households living in the rural areas. If DPL appears to have
 

taken this into account, then we can conclude that it has
 

reflected one of the best available criteria of judgement. Table
 

6.1 presents the percentage distribution of households by land
ownership and chowkidari tax payment. It ia interesting to note
 

that almost 94% of those categorised in 'A' and over 85% of those
 
in 'B' belong to the landless group (defined as having land from
 

zern to 0.50 acre). This is a clear indication that the DPL, is
 

doing its job quite nicely.
 

Defining 'B' category as those paying chowkidari tax upto
 

Tk.10.00 we may reach the same conclusion as above. Out of 44.5%
 

of the total hoiseholds in 'B' category, 25.69% belong to land

less class and 8.79% to the marginal farmers class having land
 

from 0.51 to 1.00 acre only. Thus, about 78%, of the households
 

in 'B' class belong to either landless class (58%) or marginal
 

farmer class (20%).
 

An advatage with chowkidari tax based DPL is that the number
 

included in 'A' or 'B' could be kept to minimum. On the other
 

hand, if DPL were based on landholding alone, then the 'A'
 

category households (landless) would have been over 54% of the
 

total households as against 24.36% under the present system. In
 
other rds introducing the criteria of chowkidari tax payment
 

was helpful in sorting out the poorest half or so of the
 

population, from the rest. It appears that the criteria, though
 

based on a rule of thumb, has worked quite well especially in
 

consideration of the fact that the preparation of the manual has
 

cost almost nothing.
 

http:Tk.10.00
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6.3 Updating of D.P. List
 

As mentioned earlier,the existing DPL is quite dated and
 

therefore, to better reflect the relative ability to pay tax, it
 

needs to be updated. We have seen, however, that despite its
 

datedness, it represents the relatively poorer section of the
 

community and serving its purpose quite fairly well. Proper up

dating of the DPL desired as it is, would involve enormous cost
 

in identifying the land ownership class a household belongs to or
 

the annual per capita real income a household is likely to earn.
 

it is important to make it clear that to say, for instance, land

less households represent 50% of the total is not as difficult as
 

to identify the individual households who constitute this 50%. It
 

is this latter identification which is required for updating the
 

DPL.
 

Thus, the proper updating would require nothing less than a
 

house to house census either on agricultural land ownership or on
 

household income. Whether such a big exercise is worthwhile is
 

one thing and whether such information would be forthcoming as
 

accurately as is required for a proper updating is another vital
 

question. In view of the declining coverage of MR over last few
 

years, one wonders whether such big involvement would be of high
 

priority. Nevertheless, perhaps the DOF can obtain these informa

tion through Bangladesh bureau of Statistics (BBS). The BBS, in
 

turn can incorporate the requisite questionnaire in their next.
 

household survey and/or the agricultural census.
 

The next question to ponder over is the source of such in

formation as the exact quantity of land owned and operated by an
 

individual household. Frequently, the existing documents of land
 

are in the name of someone who is either dead or transferred his
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ownership. Seldom any inheritence or transfer of land is mutated
 

and recorded afresh in the name of the new owner. Inherited lands
 

in most cases, continue to be in the names of forefathers and
 

very rarely the shareholders care to have the land recorded in
 

their own names. Sometimes, this carelessness is intended since
 

the mutation may lead to deprivation of the right of pre-emption
 

by any shareholders when any other share- holders wants to sell
 

from. his share. Another advantage of keeping together is that
 

they can pay together or even less the land taxes or such taxes
 

that are collected along with land taxes such as education tax or
 

irrigation tax.
 

There are other reasons too, why mutation is not intended. 

i) 	 It is costly and sometime cumbersome;
 

ii) 	 Most households are uneducated and not familiar with the
 

procedure of doing so; 

iii) 	Relatively well to do households find it to their advantage 

to keep together, since this provide them with the oppor

tunity to borrow from institutional sources more than they 

could do otherwise. 

Whatever may be the reason, the fact is that the records of
 

ownership are not uptodate and presentable on demand. This will
 

make the census highly dependent on what the local people, the
 

household himself or at best the local UP member would say about 

his possessions. Thus, the census, will not make any better basis 

for the DPL than what we have at the moment. It is, therefore, 

suggested that instead of trying for a new basis, the DPL may be 

updated based on the level of chowk idari tax payment as was 

originally prepared. The terms of reference of the updating 

should specifically mention that: 
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i) 	 the chowkidari tax payment remains as the criteria for the
 

DPL;
 

ii) 	 the DPL should be revised every year; the period of revision
 

should be immediately before the preparation of the annual
 

budget;
 

iii) the level of exemption and the levels of payment should be
 

'evised every year keeping in view the level of landholding,
 

level of earnings, rate of inflation, the rate of subsidy
 

and the amount available for distribution.
 

In our view, the existing UP machinery is capable of updat
ing the DPL as they prepared it originally. It will not involve
 
aiiy additional cost and will do deliver as good results as an
 

elaborately-put-together exercise.
 

6.4 	 Summary
 

In this chapter, we have discussed the existing criteria
 

followed in preparation of the DPL and presented our summary
 

findings as regards representativeness of the present criteria.
 

It was found that the existing DPL, although prepared on the
 

basis of the chowkidari tax payment. reflected the level of
 

poverty measured in terms of the level of landholding. Thus, it
 

was concluded Lhat the existing DPL was functioning well despite
 

its datedness. It was further concluded that the updating of the
 

DPL is desirable to make necessary omission and commission in
 

view of the circumstancial changes only. The chowkidari tax pay

went as the basis was doing well in deciding whether a household
 

should be classified as 'A', 'B' or 'C'. The level of exemption
 

as well as paymeit may be revised.
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Level of landholding may provide a better indication to the
 

level of poverty and therefore to the eligibility for MR but it
 
was considered too costly keeping in view the limited coverage of
 
MR in the recent past and also because a full fledged census may
 
not provide us with more reliable information than we have.
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Table 6.1
 

Percentage Distribution of Households by
 
Land-ownership and Chowkidari Tax Payment
 

Land Chowkidari Tax Paid by Households in Tk.
 
0 1-3 4-10 11 & above Total
Ownership 


(in acre)
 

0.0-0.50 41.85 7.31 37.02 10.82 100 

(22.72) (3.97) (21.72) (5.88) (54.29) 

0.51-1.00 7.21 3.31 61.26 28.22 100 

(0.98) (0.45) (8.34) (3.84) (13.61) 

1.01-2.50 3.16 1.15 47.39 48.30 100 
(0.51) (0.18) (7.66) (7.80) (16.16) 

2.51 oad 0.94 0.37 13.25 85.44 100 

over (AS) (.06) (2.11) (13.62) (15.94) 

Total (24.36) (4.66) (39,83) (31.15) (100)
 

* Figures in the parentheses indicate percentage of the 

total household.
 

Source: Beacon Field Survey, 1987.
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