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I have not ventured to speak from any chance information, nor
according to any notion of my own; I have described nothing but
what I saw myself, or learned from others of whom I made the most
careful and particular inquiry. The task was a laborious one
‘because eyewitnesses of the same occurrence gave different ac-
counts of them as they remembered, or were interested in the
‘actions of one side or the other. And very 1likely the strict
historical character of my narrative may be disappointing to the
ear. But he who desires to have before his eyes a true picture of
the evants which have happened---~--- shall pronounce what I have
written to be useful, then I shall be satisfied.

THUCYDIDES, PELOPONNESIAN WAR, (Volume I, 400 BC)-
(Cornelius Ryan : The Last Battle)

Since all that beat about in Nature’s range

Or veer or vanish; why should’st thou remain

The only constant in a world of change

0 yearning thought ! that liv’st but in the brain,

S.T. Coleridge, 'Conétancy to an Ideal Object’

YasterdayL I was on the bridge, watching the mountainous waves
and the ship cutting through them and mocking their anger. I
asked myself why is it that the ship beats the waves when they
are so many and the ship is one ? The reason is that the ship has
a purpose and the wavas have none. They Jjust flop around, innu-
merable, tireless but ineffective. The ship with the purpose
takes us where we want to go. Let us, therefore, have purpose,
both in our national policy and in our private lives. Thus the
future will be fruitful for each and for all, and the reward of
the warriors will nct be unworthy..........

- 8ir Wlnston Churchill, addressing home bound US troops on
board the Queen Elizabeth, at the end of an Atlant1c
crossing in rough weather, on January 9, '1946.



EORWARD.

IFPRI has initiated a wide range of investigations on food policy
in Bangladesh, from macroeconomic overviews to detailed institu-
tional reviews of specific programs. Few of our studies have
- contributed to improved food policy as quickly and as directly as
these two reports by Mahfoozur Rahman.

His reports serve an extremely valuable function. They introduce
the lay person to the complex mechanics of official rice and
paddy procurement. At a time when government is anxious to reduce
costs in the Public Food Distribution System, this paper and its
companion offer an understanding of procurement and storage
fundamentals that is essential for successfully initiating re-
forms. )

Open tendering for rice offers strong potential as a means of
cost containment in public food distribution. While most observ-
ers agree on this basic principle, it redquires a solid under-
standing of the mechanics of foodgrain procurement to make the
tendering work. By reviewing in detail the results of two initial
government tenders and offering constructive suggestions on how
they might be modified, these papers have already contributed to
improvements in public foodgrain tendering procedures.

1 believe that in five years time, those looking back will find
these two papers by Mr. Rahman have played a major role in gov-
ernment’s transition to procurement through open tendering for
rice. In the short run, this will provide important budgetary
relief. In the long run, I believe, public tendering will play a
key role in modernizing Bangladesh’s rapidly growing domestic
rice market.

Dr. Steven Haggblade
Chief of Party
IFPRI : Bangladesh Food Policy Project
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AIDE MEMOIRE

A Viable Procedure of Open Tender
for

1. Areas comprising of today’s Bangladesh was historically a
land of surplus food grain production. But over population and
stagnation of agricultural production created daficits by 1940s.
The fall of Burma and consequent collapse of British administra-
tion caused the great Bengal famine with a loss of a million
lives. The famine of 1974 caused a loss of over 200,000 lives.
All these catastrophic events and chronic shortages exert a very
powerful influence upon any Government in Bangladesh to evolve
and execute a food policy to ensure supply of sufficient food for
the people. Ever since its inception, the relevant Government
department for execution of food policy procured paddy and rice
for distribution by various means like levys, cordons and re-
striction on trade. But with rising production and near self
sufficiency in rice production today, such policies are redundant
in real 1life situation prevailing in Bangladesh. A change of
policy is in order to adjust to rising production of rice leading
to export in the near future.

g Int £ | Poli Adj !

2. In the present situation, the main objective of Government
procurement of rice is td provide support price to farmers. The

secondary objective is to provide rice to consumers at stabilized

prices which the Government assumes to be ’'fair’.Analysts are of
the opinion that arbitrary fixation of procurement prices are
creating inefficiencies and distortion which in no manner help
the targated vulnerable groups of public distribution of food.
Rather, it encourages rent seeking and corruption in the food
operations of the Government. If the Government could procure
rice at the going market rates, a large portion of the rent
element would be eliminated. Limitations of statutory and admin-
istrative codes preclude free nagotiations which is the hall mark
of free trade in determination’ of price of commodities in the
market place. The nearest approximation to free negotiation to
determine price is a competitive tender within the framework of
Government rules and Codes. For this reason, the DGF floated

. tenders to procure a small quantity of rice recently. The object

of this paper is to generate a viable procedure to procure rice

by open tender and also to provide basis for policy reforms in

related sector so that such tenders become the main instrumgnt of
procurement within a short time. '

Y



3. Fundamental Considerations

Bangladesh has inherited many. Codes and Rules which have regulat-
oed expenditure of public funds in an examplanary manner. The
chief among those are Finance Regulations and Audit Codes. The
principles outlined in those time honored procedures are sound,
stringent and clearly opt for competitive procurement of any
Govt. stores. ‘Open competitive tender, clear contract after
-tender, and audit of stores and funds by independent teams are
some of the. provisions of these rules. These procedures are no
different from those adopted by any business house in their
purchase opsrations. These rules and procedures must then be
strictly enforced with some modifications which the Rules do not
prohibit.

4. Existing Purchase Procedures

As many Government departments and corporations purchase their
commodities in as many different ways. Major Departments like
DGDP, PWD,Dte of Supply and Inspection purchase by open tender.
Corporations like BJC and Sugar Corporation buy at Govt’'s fixed
prices and sale again at fixed rates. Both these corporations
have incurred huge financial losses in recent years which has
largely restricted their operations.. It has been observed- that,
it the tenders are floated and executed efficiently, the prices
thus obtained are excellent in comparison to prevailing market
prices. DGDP in particular purchase fine rice at rates which are
considered not only fair but a bargain by indepsndent analysis.
The long operational records of Dte of supply also point unambig-
uously towards efficacy of open tendering procedure for procure-
ment of stores and stocks for the Government.

5. A_Recommended Procedure

The procedures thus generated must confurm to Govt’s Rules and
Codes with modifications in some aspects to take advantage of
existing inspection and banking agencies in Bangladesh. The
present specifications of rice by DGF are out dated and jnade-
quate. The BSTI has evolved excellent standard specifications for
milled rice. This standard is superior in its scientific methods
than those existing in neighboring countries of S.E. Asia. It is
recommended that DGF adopt one ‘of the four grades of milled rice
with standard sampling and testing methods to standardize rice
trade. This will be of great assistance to eventual export trade
to which Bangladesh will enter in near future. Inspection by
private agencies and payment by inland letters of credit are two
other recommendations to help not only the contractor but to
benefit the DGF at no extra cost. The contractor will bear the
nominal expenses of these services. As a starter, these proce-
dures are kept optional at the choice of the contractor.

D
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DGF should ideally purchase all rice for its distribution by
tender . The places of supply should be at the points of distri-
bution. There should be no tender at procurement zones where
floor prices are in force. The time to float tender is at the
harvest time with long elapsed time allowed to take advantage of
least~cost transport from surplus zones. The entire package
. should be "tendered for is rice, gunny bags, and transportation.
This will ensure economy of operation when free competition will
determine the costs of all goods and services.

7. Tender Evaluation

In the last tender by DGF, small quantities of rice were offered
at prices which analysis revealed to be good in comparison to
present costs of procurement. But owing to procedural problems,
orders ware placed very lag resulting in supply of a minute
quantum of rice. Had the DGFAhore attentive to Govt’s own Finance
Rules and Codes, such a situation could not arise. In ‘future
tenders, attention must also be given to develop a bench mark
cost for rice at different points of supply. In the absence of
cost data and balance sheets, estimation of cost is very diffi-
cult. But it is almost certain that true cost to the Government
is much higher than what is estimated hitherto. Future tenders
should be evaluated against these bench marks. Promptitude in
decision taking is key to successful consummation of tender
purchases of riuce.

8. Private Sactor Constraints

The present private sector in food grain in Bangladesh is weak,
financially and organizationally, Decades of control has weakened
the initiative and drive of this sub sector so that if can not
supply the entire duantity of rice.as required by PDS immediate-
ly. But with liberilazation of restrictions, they can do the job
sventually. Many steps like remova{ of restrictive laws, limita-
tions on finance, and institutiona] evelqgments are necessary to
develop a vigorous private sector - ‘food’ grain. As a supplemen-
tary device, tenders must cont1nug_n51da by side other reforma-
tive measures should also be undery B3hor assistance’ may also be
provided to finance private sector trade in foodgrain as is the
case for fertilizer importers to ‘market fertilizer.

9. Conclusion

Presently, there are great pressures on revenue budget of Bangla-
desh. Revenue surpluses are essential, among reasons,, for provid-
ing local currency to utilize aided foreign currencjf “Yevelopment
projects. Stoppages of leakages and reducing budget deficit have:
therefore, assumed new dimensions now. Reducing deficit in Gov-
ernments food operatzons should be a priority task in these
circumstances. One of the major steps as recommended by many
expert groups was to bring down the cost of procurement te match
market rates of rice. Tendering procedure is only a step towards

Y=



that direction. Since Bangladesh has long standing codes of
conduct for Govt. purchases, any procedure must conform to them
totally.To be effective, these tenders must continue regularly to
give encouraging signals to the private sector. Side by side,
steps to strengthen private sector also should be taken. Some
tasks like inspection and payment by letter of credit can be
introduced immediately. Long term investments 1like silos and
storages in private sector are also necessary. Development of a
rice-exchange is to be seriously considered. However, the effort
of tendering for rice is a step in the right direction which must
not be allowed to fail owing to procedural inefficiencies.

A



A VIABLE PROCEDURE OF OPEN TENDER FOR

puBLIC PROCUREMENT OF RICE IN BANGLADESH
I. INTRODUGCTION
(1) An Historical Overview

1. The ancient land of Bengal had never known hunger, excepting
in historically insignificant moments of catastrophic natural
disasters in her millennium of recorded history. The Chinese
traveler Huen Sang wrote of a land of plenty and prosperity. It
was the most prosperous state in times of the great Moguls in all
of India evidenced by an imperial purse of revenues collected by
such state governors as Shayesta Khan, still remembered in his
old capital of Dhaka. If India was a "Jewel in the Crown" of the
British Raj, Bengal was the centerpiece.

2. The natural resources of Bengal, plentiful water, sunshine,
fertile land and a hard working population,- produced enough food
grains for export, after meetiny its needs. The Australian colo-
nies were fed by grains shipped from Calcutta at as late a time
as 1870s. But over population and stagnation of agricultural
production created a dangerous environment. Bengal was a net
importer of food by 1940s, the shortages met mostly by imports
from Burma, a province of British India till 1935. The disrup-
tions, unpreparedness and collapse of the British administration
after the fall of Burma to the Japanese caused the first great
famine in Bengal in two centuries-the famine of 1943. The parti-
tion of 1947 causeéd stupendous human sufferings and cross -migra-
tion of population to the new province of East Bengal, its capi-
tal again at Dhaka, the old Mogul bastion. By 1950s shortages
were felt and met by imports in lean years from various sources.
The independence of 1971 caused another great upheaval in an
already fragile agro-economic environment. The next famine of
1974, which some term manmade, was not as great as the one of
1943 but severe enough to take 2,00,000 lives by official esti-
mate. All these recent events left an indelible mark on the
people of the infant state of Bangladesh and it’s successive
Governments.

(3) Government’'s attempts  to intervene in the food grain market
started with the establishment of the Civil Supply Department in
1943, after evolutions in three successive administrations, colo-
nial, Pakistani and ncw independent usangladesh, it has matured
into Ministry of Food. This Ministry, through its subordinate
Directorate of Food is charged with the primary responsibility of
formulating and executing the state food policies. The polices
may be variable but the objectives are not. It is the unwritten
compulsion on any Government of Bangladesh, for historic, politi-
cal and cultural reasons, if not constitutional, to provide
enough food for its people through various mechanisms as devised.



(2) The Recent Scenario:

1. For the people of Bangladesh food means 1largely rice. The
ancient Sanskrit name for paddy is "Dhannya", its synonym being
"Dhana"” meaning wealth. Paddy and rice are the basic measures of
wealth in this predominantly agricultural society. Therefore, to
be self sufficient in food means basically self sufficient in
‘rice in Bangladesh context, as it always meant. Provision of food
in the form of rice is thus basic to any policy pursued by any
Government of Bangladesh.

2. Fundamental changes have taken place in the agricultural
sactor of our economy in the past twenty years. The green revolu-
tion of seed-fertilizer-irrigation-pesticide has silently revolu-
tionized our agricultural production. Truly, Bangladesh is on the
verge of a break- through. This ancient land of plenty is again
seeing self-sufficiency, even export of rice on the horizon after
five decades of chronic shortages. Infrastructural developments,
‘expansion of banking, mechanization of transport and new communi-
cation network of telephones have played their silent but benign
parts in countrywise integration of rice market. A time of self-
sufficiency, a time to change and of time to formulate new poli-
cies for a newer vision is in the air. Everyone is talking about
it, the traders, wholesalers, millers,the donor community, the
government Officials, all the people concerned with these vital
issues are expectant for a new era about to usher in.

3. The colonial procedures formulated albeit by able administra-
tors to serve a critical time of war and famine of 1943 can
scarcely serve the needs of a free society at the end of the 20th
century. The momentous changes with the collapse of communism has
removed the last vestiges of socialism with its planned distribu-
tion. It is not a time of dogmas and polemics but a time to let
the productive energies of a free people work towards betterment
of their 1lives. The people and Government of Bangladesh have
categorically opted for democracy with its many ramifications
including a free economy. But the hangovers of many decades of
control in the food sector can not be wished away. Like the .
working of a democracy itself, the procegss of change must then be
evolutionary. The recent attempt of GOB to procure rice by free
competition is a small but sure step towards the ultimate goal of
free market. Seen in this perspactive, the procedures for this
operation must necessarily be tenable constitutionally, legally
and in conformity with the existing codes and rules of GOB. In
other words, the viability of the policy must be Jjudged not only
from pure economic but also legal and constitutional points of
view to be effective under rule of law.



II. QBJECTIVES AND METHODS OF PROCUREMENT
(1) government Interventions:

1. Ever since its inception, the Government department charged
with public distribution of rice for the selected groups procured
rice. The mechanism used in the past where levies, cordons, re-
strictions on movements of food grain and other restrictive
‘measures. The "anti-hoarding” laws and Bengal Rice Millers Acts
as adopted and modified by successive administrations are still
in the statute book,if not actually enforced.

2. In recent years, Government interventions in the rice market
has gradually taken the form of purchase and sale on wvoluntary
basis. The method of operations can be interpreted as 'floor
prica’ and ‘ceiling price’ fixations towards price stabilization
within a target band. Public procurements at announced prices at
times of harvest and sales in peak-price time are the mechanisms
the Government through its Ministry of Food and Department of
Food are pursuing regularly.

3. The object of these opsrations may mainly be two fold :

(i) To protect producer interest by a support price so that
the paddy prices do not crash and there is always an
incentive to boost paddy production. :

(ii) To protect the consumer interest by distribution through
various PFDS channels,also to dampen rises in price of
rice by OMS in selected areas to keep the fluctuation
in prices within a target band.

4. In economic sense, the two objectives are self-contradictory.
The interests of producers and consumers being always conflict-
ing, the Govt., in a sense, is playing the role of an arbiter who
attempts to reconcile their differences. In India, the Govt.
announces the support price in advance for 3 years and this be-
comes the procurement price of paddy. for the period as a long
range supportive effort. In case of MOF, this procurement price
(floor price) is announced twice in a yesar - Aman (Dry) season
and Boro (Wet) season.

5. Since farmers produce paddy and consumers eat rice, it follows
naturally that the GOB should support these two groups by two
different commodities. By buying paddy at the rural areas the
Govt. may interfere directly with the market to enforce floor
price. The sale of rice, on the other hand, must take place
mostly in large urban areas where tha ration and OMS operations
take place towards ceiling price enforcements. It is, thus,logi-
cal for this market operator to obtain the required commodity at
. the appropriate location. Even Govt. of India through FCI pro-
"cures most of its rice for public distribution in rice form as
levy from mills and purchases paddy for price support in rural
areas. By doing so, they try to keep the two operations as sepa-
rated from each other as possible.. ‘



6. If Govt. were to buy rice at centers of distribution many
advantages and economy of operations would accrue. The problems
of converting so much rice as purchased in rice form would not
arise. The leakages in.milling, transportation, tied up capital,
simplified accounts ard lesser interest charges are some of the
additional benef1ts.

7. How best then to procure rice at the points of consumption.
‘The system of forced procurement at fixed prices does not arise,
The political and social compulsions in Bangladesh today does
preclude the coercive method of levy or cordon. Howbest then to
ensure that the nebulous term "market price" does prevail. A
system of competition must also be assured. It is thus the volun-
tary offer of rice which must be bought at a price determined by
free competitiveness. This procedure should therefore guarantee
competitivenesss which in turn will resolve many other difficul-
ties. Fairness, transparency and conformation to the rules of
business of the Govt. in oxpenditure of public money are also to
be satisfied.

(2) Eree Market Imperatives:

1. There is no totally free market operating in the present day
world, Jjust as there is no totally controlled market. For the
purpose of this paper, perhaps free market may be adequately
defined as the environment in which voluntary exchange of goods
and services at prices freely negotiated take place betwesn
buyers and sellers without third party interference. The agricul-
tural market of US may be termed free, as compared to controlled
market in Cuba,both terms being relative and qualified. A wealth
of litaerature and historical experience prove the efficiency and
productivity of a free market unsurpassable by any other rival
system. It is well worth noting that all the major exporters of
food grain including rice, operate in a free market environment.
It is also the declared aim of the present Government of Bangla-
desh to espouse free market principles in its sconomic methods.

2. Notwithstanding the premise that a competitive market is effi-
cient, for various reasons, Bangladesh is expected to continue to
operate a stabilization programme in one form or the other for
the near future at least. The economic benefits of an effective
stabilization programme are welknown. It is the cost of such an
operatlon which is the concern at the moment. The object of this
paper is to devise a least-cost method of stabilization, the
principal instrument of which is the internal procurement. The
costs may take in various forms some explicit, some covert. Any
inefficient system not only drains hard earned public revenues
needed urgently for development work, but also creates distor-
tions in the market. Besides such sconomic ills, these ineffi-
ciencies generate undesirable social traits of corruptions and
rent seeking which subverts the productive energies of the
people and create dangerous disaffection and fissures in a small
integrated society like Bangladesh with its inevitable political
backlash.
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III. A COMPETITIVE SYSTEM OF PROCUREMENT
(1) The Need to Modify Purchase Procedures:

1. Given the economic and political compulsions to procure rice
for the prime objective of price stabilization, a system must be
devised which encourages competition, transparency, fair play and
-allows market forces to interact as freely as possible. There are
ominous signs that the Government food operations are becoming
increasingly expensive. They have been a constant drain on the
Revenue Budget throughout the past decade. A recent study (WB-
1991) reports an annual average cash deficit of Tk. 2.3 billion
in the FY B0-90 period. The deficit in the GOB food account
widened to a staggering TK. 11 billion in FY 90. This shortfall
amount is equivalent to 60 percent of local currency contribution
of ADP of 1990. The need for reforms is felt urgent.

2. As has been analyzed by another study (IFRI-91), the basic
objective of stabilization effort is to provide support against a
harvest season crash of prices. The other objectives of procure-
ment operations are secondary to this principal goal. To achieve
that goal in ,a least-cost procedure, it is suggested that the
procurement price should be allowed to match the true 'market
price. If this can be achieved problems of transparency and fair
play should be automatically resolved by interplay of market
forces. Nonetheless, Government as a buyer in the market place
has some serious limitation not experienced by private traders.
The Government officials are not free agents of a tradlng house.
The limitations on free .negotiations are restrictive in reaching
an ideal equilibrium price by a Government official. The nearest
approach to a free exchange is by a tender to purchase the com-
modity. Accepting the various limitations, a freely participated
tendering procedure is the closest to a free market equivalent of
unrestricted negotiations to resolve the innumerable variables
for a free-trade to be successfully consummated.

3. The impact of such freely barticipated tenders for all the
quantities of rice the Government needs,will have an immediate
and beneficial -effect upon the market place. To be truly effec-

tive, the underlying principle that needs emphasizing is : the.
Government is a buyer no more and no less. On the other hand, the

bidders are sellers no more and no less. The instrument of tender
and its various ramifications are simply devices .to reach a
settlement of prices among other factors. That it is not an
administrative but an ‘economic device,needs be publicized. Long
used to restrictive practices of- licensing, levies and later
higher procurement prices than the market, the participants need
reassurance. A change of attitude is in order. An attempt will be
made to analyze various procedures and options with the aim of
reaching the economically illusive goal of an equilibrium price,
a resultant out of supply and demand. It will also be shown than
such prices as reached by a free tender will certainly be the
least-cost option to reach that avowed objective.

11
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IV. FUNDAMENTAL CONSIDERATIONS
(1) Statutory and Legal Aspects:

1. As mentioned earlier,the obvious limitations on Government
officials restrict their activities as free agents of their prin-
cipal, the GOB. A tour of the existing rules, regulations and
procedures leave no doubt in one's mind that the existing proce-
dures, if followed effectively, are fair, and as free as the
limitations on public expenditure permit. For Government finan-
cial operations,the underlying fundamental principles are codi-
fied in General .Finance Rules (Volume II) promulgated under Gov-
ernment of India Act 1935 and subsequently modified. The guiding
principle for generations of public officers towards management
of Government funds has been declared in Appendix 2 of F.R. VOL-
II thus :-

(i) The cardinal principle governing the assessment of
responsibility is that every public officer should
exert the same vigilance in respect of public ex-
penditure and public funds, generally as a person
of ordinary prudence would exercise in respect of
expenditure and custody of his own money.

2. Where there is no precedence, the guiding beacon has been thé
phrase "a person of ordinary prudence would exercise in respect
of expenditure and custody of his own money".Any procedure to
purchase any Government stores and stocks should, therefore,
conform to practices ordinarily followed by a private entity, be
it a person or a commercial firm. Some basic considerations to
. influence the decisions will be :

(a) What to buy ? - rice

(b) What quantity to buy ? - specify quantity

(c) Where to buy ? - specify .location

(d) wWhat type to buy? - indicate specifications

(e) What- is the price? - obtain market information

(f) Is the price fair? - ensure competition

(g) What is the surety of ? - ask for bid bonds
the purchase

(h) Is the quality ok? - ask for inspection from
whom I can trust

(i) Is my agent acting - arrange payment through soﬁe one
honest and fair in whom I can trust,like my bank.
paying my money ?

(J) Am I buying shrewdly?- time the purchase to match

L. lowest price-time(harvest time)

12



(k) Are my papers correct?- get my papers audited

(1) Are my stocks what

my papers say ? - get my stock checked
(m) Are my books correct? - reconcile bank statement with
my books.
(n) An I happy ? - now I am happy! I have my

warehouse full.my accounts
checked, my books balanced and
I have been charged a fair
price.

The "person of ordinary prudence” will be satisfied with what he
has done with the money, no matter if it belongs to the Govern-
ment or to himself.

3. The procedures of expenditure of government funds are again
specifically codified by Audit Code enacted under Govt. of India
Act 1935 and subsequently modified and adopted and issued under
authority of Comptrbller and ‘Auditor General of Bangladesh in
1980. Says Section 126.

" The Government has laid down the following fundamental princi-
.ples for the guidance of authorities to enter into contracts or
agreements involving expenditure from Government revenues. These
are financial rules but they state audit principles as well -

(1) The terms of a contract must be precise and definite, and
there must be no room for ambiguity or misconstruction therein.

{2) As far as possible, legal and financial advice should be
taken in the drafting of contracts and before they are finally
entered into.

(3) Standard form of contract adopted wherever possible, the
terms to be sub1ect to adequate prior scrutxny.

(4) The term of a contract once entered should not be materially
varied without previous consent. of the competent financial au-
thority.

(5) (Not quoted)

(Emphaszs added)
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4. Then again says the Appendix 2 under Article 145:

"2. As regards purchase of stores, Audit will see that -

unless there are recorded reasons to the contrary
(emphasis added)

(ii) (Not quoted)
(iii) ,, ve
(iv)'uo )

(v) Audit may call attention to cases of uneconomic purchase of

stores and to any loss which may be clearly and ggf;n;tglx at-

d f ti 1 or whi W
c nd certifi to b ti i it (Emphasis
added). .

4. Stores,in many cases,represent a locking up of capital, which
is not Justlfzed unless essential In order to effect econo-

My-========c--- the balance in hand_.is not in excess of reauirement

(Emphasis added)that tihe system of
verification adopted by the Executive- is adequate and proper,
that wherever possible, the staff responsible for verification is
independent of the staff which is responsible for the physical
. custody of the stock or for keeping account of
it.It _should also be seen that whenever practicable,
-verifiers of stock work directly under control of Government, and
pot under heads of individual departments,"”(Emphasis added).

5. The Manual of Office Procedures (supply) issued by the Govern-
ment under Ministry of Commerce is the manual to be followed for
exact procedures of tendering. It is the standard handbook for
Department of Supply & Inspection under Ministry of Commerce who
purchase and inspect myriad of articles. As per rule of procedure
followed since the British administration, all purchases over a
specified amount was handled by this specialized institution
centrally. Regrettably, under the autocratic regime, general sub-
version of procedures and rules were the norm and gradually, this
department is now relegated to a secondary role and various
organizations effect purchases on their own. Under a democratic
set up, the least that is expected is a revival of rule of law,
specially in expenditures of public money and acceptable applica-
tion of time honored financial rules and audit procedures.

14
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6. With this brief survey of general rules in respect'of expendi-
ture of Government funds, for purchase of stores consisting of
and including any commodity, and the general principles of ac-
counts, we may safely concluded the following fundamental princi-
ples for any purchase involving public funds.

(a) There must be an open tender for procurement with a
precise contract to be awarded to the lowest bidder
excepting in extraordinary and exceptional circumstances

(b) Govt. must be satisfied as to the quality and quantity.

(c) The stocks and items should be verified by persons who
should not be subordinate to the heads of departments
affecting purchase.

In plainer words three principles emerge as bsfitting a ’prudent
person’ -~ buy from the cheapest source, ensure quality and quan-
tity, obtain verification from independent source. Any system
which satisfies the above criteria must of necessity be competi-
tx;e, fair and transparent besides satisfying relevant rules and
Codes.

2. Constitutional Aspects:

1. Bangladesh constitution grants fundamental rights to its
citizens which can not be infringed upon by the State. Unfortu-
nately under much of autotratic rule, the courts could not play
their constitutional roles of upholding and enforcing these
rights of individual citizens. Notable exception must be made of
land mark decision of the Supreme Court of Bangladesh which set
aside parts of 8th Amendment to the Constitution, passed by a two
third majority in the Parliament under Ershad regime. The princi-
pal points of the judgment were that the legislature had no power
to effect fundamental changes to the basic structure of the
constitution which is the highest contract given by the people of
Bangladesh to themselves. This principle extends to business
conducted by the Government as well in that the Executive. must
abide by general laws of contract and ensure fairplay in all its
transactions. . ’

2. Indian Supreme Court has been giving a number of judgments
upholding individual rights and limiting the powers of the State
in matters of award of contracts and tender procedures. The
principals repeated in a number of. times vindicate that the state
can not act in arbitrary manner in purchases out of public money.
The individual’s constitutional right to be ’treated fairly’ is
fundamental to award of contracts etc. In limiting the arbitrary
action of the authorities. Misra J in H. Singh V. the Union said.

"It is open to the State to adopt a policy different from
the one in question. But if the authority or the state Government
chooses to invite tenders, then it must abide by the result of
the tender and can not arbitrarily and capriciously accept the
bid of respondent No. 4 although it was much higher and to the
detriment to the state "......... "Constitutional law of India
Vol-III 1851 ’ '
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In Hasia's Case, Bhagwat J. said,

" It would be the easiest thing for the Government to assign
to a plurality of corporations almost every state business such
as Post and Telegraph, TV and Radio, Rail Road, and Telephones-in
short every economic activity - and thereby cheat the people of
India out of the Fundamentzl Rights guaranteed to them"

. Source : (8l) A.Sc. at pp 493-4

3. A distinguished constitutional lawyer who successfully chal-
lenged the Ershad Government in the famous 8th Amendment Case
opined that in any tender procedure, the authorities of the
Government must act constitutionally and not arbitrarily. Princi-
ples of fair play, Jjustice and individuals’' right must be honored
in any purchase by the State through its executives. Any arbi-
trary action, if challenged in the higher courts of Bangladesh
will surely be set aside with suitable compensations awarded to
the aggrieved party. Since our courts are fully free now, due
considerations must be given not only 1n floating a tender but
also in accepting or rejecting 'it, when "mind must be applied" in
ensuring complxance to 1nd1v1duals rights guaranteed under our
constitution. It is of:interest that a number of cases challeng-
ing number of tender decisions of the Government are now pending
in the Supreme Court of Bangladesh. It would be of great interest
to the legal profession as well as general publlc in the deci-
sions of SC in respect of such matters.

4. Any willful or negligent waste of public money in any matter
of purchase or sale by the authorities are dealt with harshly by
the higher courts in any democratic country. Utmost cares are to
be exercised by those who are charged with raspons:b:lztzes of
expenditures of public funds. Special attention must be given in
tender evaluation procedures. Award of a Government contract
entails pecuniary advantage to an individual to the detriment of
another individual. Therefore, it is to be seen that no arbitrary
decision is taken and constitutional rights of individuals to be
treated equally and fairly are honored.

Iv . U 8 c E c 0

(1) Existing Purchase Procedures and Brief Observations

1. In the course of a short survey of various agencies and de-
partment of the GOB who purchase a myriad of items, a bewildering
variety of procedures and customs were observed. Some purchase by
fairly open and competitive tenders, others do so by Government’s
fixed prices. Some purchase only the materials, other purchase
total service including material. But one fact emerges: whenever
the mechanism of purchase is an open competitive tender, cost of
purchase tends to plummet. The efficiency of open tender is thus
unsurpassed by any other known instrument of purchase.
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2. There is no apparent standardization of either specification
or procedure or even, there is no standard tender format. Obvi-
oucly no effort has ever been made at co-ordination or standardi-
zation of purchase procedures. A brief description of some of the
Government Agencies are given below.

_(2)Qi:sgigz_ﬁgnenﬁl_ngignia_eu:ghﬁgg

1. It is the central procuring body for the Armed Services of
Bangladesh who purchase by tender practically all items used by
the armed forces. A system of enlistment for contractors and
suppliers is in vogue. At the same time,they also float competi-
tive tender for many consumable commodities like dal (grams),
salt and high quality rice. Normal parboiled rice is supplied to
them by the DGF.

2. It is their procedure tn. purchase superior quality rice that
is of interest in. so far that an agency is actually procuring
rice at competitive open bids. Although, very small quantities
are purchased, the contractors supply the commodity’ including
gunny bag and transportation to the Army stores at Dhaka. No
enlistment is necessary to bid for rice. The tenders are floated
at beginning of Aman ‘harvest season ie Nov-Dec period. '

The rates as obtained fof the last three years are quoted balow :

Table : 1 PROCUREMENT OF FINE RICE BY TENDER (DGDP)

S1. Commodity © Qualdty and Lowest Accepted FY
No. Unit of Meas- bid.per M.T.

urement . .
1. Paijam Rice  70.0 MT TK. 19,995/-  1989-90

Atop (White)

2. Paijam Rice 80.0 MT . Tk. 15,999/- 1989-90
Atop (White) :

3. Chinigura 35.0 MT Tk. 21,140/~ 1991-92
Atop (White)

4. Chinigura 110.0 MT Tk. 20,200/~ 1991-92
Atop (White) . i

Source : Personal Contact, DGDP

3. Specification are as per Army Supply Corps (ASC) standards.
Inspection in done by ASC inspectors and bills are paid.by
cheque. The price includes new,B-Twill standard gunny bags in 75
Kg rice packing and transportation upto the Dhaka Army Stores
located at Tezgaon.
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4, Several facts emerge from these successful tender bids and
consequent supply, namely :

(a) Contractors are capable of supplying total requirements
including transportation.

{b) The rates are highly competitive. Chinigura is a super fine
quality rice meant for special dishes. The Normal price ratio of
"such quality rice-to coarse variety is about 1:2.5.In that man-
ner, the DGDP has cut excellent bargain.

(¢) The price reduces substantially with increment of quantity.
It is only reasonable as fixed overheads of the supplier is
spread over larger quantities.

(d) In interviews, it was revealed that little or no problem has
been encountered in these purchasas which are going on for a
number of years. ~

(3) Rirectorate of Supply and Inspection:

1. It is a statutory body under Ministry of Commerce to handle
all purchases over a' specified value for any Government Depart-
ment. But over the years, the importance and use of this depart-
ment has been reduced far no known reasons, although the laws as
to its function still exist. Presently they handle purchases of
only about .Tk. 250 million per year. However, it is an well
established department with offices at Dhaka, Chittagong and
Khulna. The inspection wing of the Directorate has 16 branche<
with laboratories with capabilities for radiological tests =a
well. It was they who discovered radiological contamination of
imported powder milk from Poland owing to Chernobil nuclear

disaster. :

2. This Directorate follow a standardized procedure of purchase

by open competitive bids. A system of enlistment for contractors

exist. The tznder schedule for the department is enclosed as

Appendix-D . Fairly open, and competitive system of bid is prac-

ticed by the department. Bills for the contractors are paid by

cheque from AGB Office aTtter being duly certified as to their

correctness. By an informal inguiry, it was seen that the items
purchased by this Directorate by open tender always costed the

Govt. less gsan those bought by other mechanisms like quotation

by sole age¥°etc by the consumer department.

(4) amwummueum

1. This department a legacy. of the British Administration, was
charged with all public construction excepting specialized works
like irrigation or harbor. It has well established procedures to
purchase all materials needed for construction like cement,
bricks, stone, MS Rod, steel etc. The °Resource Division’of PWD
used to handle all material purchase by competitive open bids.
However, in recent years, for unknown reasons, the activities of
Resource Division is restricted to a great extend.
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2. Tender for most of the construction works are now by bids
which include all material for which PWD rate books are the
guideline. Bids are made against standard rates as percentages
above or below the schedule. Advantages of scale in procurement
of material are not utilized. Interviews indicated higher costs
incurred by Government as compared to the old system of providing
standard materials by PWD. Additionally, it is virtually impossi-
‘ble to maintain standardization of materials in the new system.

3. However, the Department still procures some items like timber,
boulder, hard stones etc by open tender. The schedule of tender
is attached as Appendix -G. It was also observed that cost of
those materials purchased by tha PWD by open tender compare very
favorably with open market prices.

(5) Bangladesh Jute Corporation (BJC)

1. A conglomerate of jute rirchasing and sale organizations, some
nationalized and some vested property were amalgamated to form
this central Corporation to handle Jjute marketing. Erstwhile
entities: like Bangladesh Jute Marketing Corporation, Bangladesh
Jute Trading Corporation, Bangladesh Jute Export Corporation, APC
(Ralley) and Special Property (Jute) were incorporated into this
giant nationalized corporation. The major objective was to stabi-
lize jute prices by forcing floor prices, and regulate both
external and internal jute trade. This effort has ended in a
dismal failure with accumulated losses of over 1250 crores taka
to the Government. Presently, the Corporation is practically
insolvent with little marketing activities. With a loss of about
912 crore takas in last five years only, the future of the Corpo-
ration is cloudy to say the least. .They have asked further funds
from the Govt with scant chances of receiving them.

2. The damages and colossal costs of a open ended commodity
stabilization programme -are self-evident in the tragic records of
this Corporation. .

(6) mwmm&mm

1. This Corporatxon operates in all 16 sugar mills in the country
alongwith a number of edible oil refineries and hydrogenation
plants. The Corporation purchases sugar cane from growers at
Government fixed prices. The prices are presumably formulated on
a cost-of-production formula. The corporation fixes its sugar
price again at a cost-of-production formula.

2. Presently, the corporation is in dire financial trouble. With
a 30,000 MT carried over stock and a very slow sale of this years
production, the liquidity crisis is acute. In fact, news papers
are full of reports of farmers not being paid for their sugarcane
and stores are full of unsold stock. A simple analysis of com-
parative prices are given.
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Table : 2 SUGARCANE AND SUGAR PRICE COMPARISON

. Price Price Price
Item  Bangladesh = India Wholesale London
Market
C&F Chittagong
1. Sugar Cane Tk. 37.50/md Rs 26.00/Quintal -
or Tk.100.87/ or Tk. 39.00 quintal
quintal
2. Refined Tk.25/Ka Rs 6.90/Kg av. $0.1850/Kg
Sugar (Mill gate price) or Tk.10.35/Kg equivalent to

Tk. 7.50/Kg

(India has multitier system of pricing for sugar :(a) Levy
price (b) Ration price (c) Open market price)

Source : Market Ihformation from Sugar wholesellers of Dhaka.

3. The corporation bought and sold on a orice based on "cost of
production " which apparently ‘had no bearing upon the realities
of the market place. Their/ methods of purchase and sale need
careful study in so far as to obtain the negative lessons for any
commodity purchase procedure based on an independent cost of
production basis.So much .for fixed prices of commodity trade to
'stabilize’® prices.

vI. QENEBBILQN_QE_H_EBQQEQQBQ
(1) Q_e_n_é.cal_gyi_q_a__un.e_a

l. In view of the foregoing discussions, it now appears that a
general guide line to conform to the needs of a competitive
tender is quite possible within the frame work of GOB rules. The
statutory and legal requirements as outlined in FR Part II and
the Audit Code of Bangladesh are not a hindrance but, infact, of
great assistance in enforcing the requisite checks and balances
which are so necessary in any public transaction. They are no
more than what a large company would do toc effect a large pur-
chase by its employees. .

2. The informal check list as befitting a ’prudent person’ may
now be ticked off in formulating a procedure. The main points of
discussion are (a) Specification (b) Quantities (c) Location (d)
Timings (e) Inspection (f) Payment (g) Method of Supply (h) Audit
and stock verifications. An analysis of the last two tendars
floated by DGF will also be made with a short post-tender evalua-
tion. All these, should naturally resolve the variables into
constants to be fitted into a standard format.
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(2) specitications:

1. The question of specification is the most important aspect in
any commodity dealing. It is on the set specifications that the
intrinsic value of the commodity is assessed. The purchase of
rice by competitive bids by DGF involves two items (a) rice (b)
gunny bag. The ultimate specification should meet two objectives
of the DGF ie (a) as long and safe a storage as possible (b) ac-
-ceptability to users. Since most of the rice of DGF will be used
by consumers in urban centers,either by ration channels or by
OMS, its quality should conform to acceptable norms of Bangladesh
standards. Government should also consider export of rice in not
too distant a future, therefore, the specifications should also
bear the international norms in rice trade, at least in 3rd World
context.

2. It is fortunate that Bangladesh Standard and Testing Institu-
tion had in 1987 evolved an elaborate specification for both raw
(white) rice and parboiled rice. The specification not only
describes in detail the grading standards but also describe in
detail procedures of packing,determination of moisture, sampling,
analysis of milled rice, and standardization of statistical
methods of sampling in consignments of various sizes. The proce-
dures are scientific, elaborate, adequate and of a higher .stand-
ard than comparable standards in S.E. Asia. The standards are
recorded as Appendix - 0 to this paper.

3. Some specifications of raw and parboiled rice are given below
to compare the various standards. Specially of Board of Trade,
(Thailand) is of great importance to us as most of our imports
had been from Thailand in the past. ‘

1. Board of Trade of Thailand (Bangkok)

Chapt II Standard of White Ri

No 1 white 100% class A. Shall consist of the following elements
1.1 size of Kernels -

Head Rice : having the length of 8/10th or more of the
: average length of the unbroken kernel.
Brokens : having the length of 5/10th to less than

8/10th of the average length of the unbroken
kernel. .

1.2 Grain classification shall be composed of : Not less than
70% ¢f extra long grain, and the rest shall be of long
grain for which not more than 5% of medium grain are
allowed.
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1.3 Grain'composition shall be as follows :
Whole grain not less than 60%
Brokens meet more than 4% and

The rest shall be head rice.

The following mixtures shall be allowed :
Chalky kernels not exceeding 0.5%
Glutinous rice not exceeding 0.5%
Paddy not more than S5 grains per one Kg (for rice of
early crop).
1.4 Milling degree shall be of extra will milled.
1.5 Moisture not higher than 14%

No. 2 White Rice 100% class B. Shall consist of the following
elements :

2.1 Size of Kernels

Heau Rice : havimg the length of 8/10th or more of -
avarage length of the unbroken kernel.
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(2) Comparative Standard:

1. A comparison‘of standards of BSTI, DGF, DGDP and Board of
Trade (Thailand) are given below : : ‘

BSTI1 (Bangladesh Standard Specification No. $52)

-Table 1 (White Rice) [Raw Ricel

Item Grading

Grade Requirements

No. Factor
Grade I Gragde II Grade III Grade IV Method
of Test
1. Moisture percent 14.0 14.0 14.0 14.0 Refer to
by Mass(Max) Appendix-A
[To BSTI
2. Head Rice 90.0 ' 85.0 75.0 688.0 Stan_dard'.l'
percent (Min) i
3. Big Broken, 8.0 12.0 20.0 25.0
Percent(max)
4. Broken & Small 2.0 3.0 5.0 7.0
' Brokens percent
(max)
S. Damaged grain 0.5 1.0 2.0 3.0
. percent(max)
6. Contrasting 2.0 5.0 10.0 15.0
varieties -
percent(max)
7. Chalky/immature 1.0 2.0 3.0 4.0
grain percent(max)
8. Paddy (grain per 1.0 2.0 3.0 4.0
1000 gm) :
9. Foreign matters 0.2 0.3 0.5 1
percent (max)
10.Degree of Extra well Well Reasonably Under milled
Milling milled milled milled rice rice
. rice

Note : (1) Any rice not falling in any of the above grades shall

be considered sub-standard

(2) The grade requirements are expressed in percentage
except for paddy seeds.
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Brokens : having the length of 5/10th to less than 8/10th of
the average length of the unbroken kernel.

2.2 Grain classification shall be composed of :
50% of extra long grain(with a tolerance of 5% more or less)

35% of long grain (with a tolerance of 5% more or less)

and the rest shall be of medium grain for which not more

than 5% of short grain are allowed.
2. The Director General Defense Purchase, (DGDP) purchases white
rice of superior quality by tender. They use their own specifica-
tion (Army Service Corps) as follows :-

ificati . ieti
m&.s—;—j—g §WMMH £ N 147

RICE CHINIGURA

The following variety of rice may be included in the list of fine
.quality rice alongwith Basmati and Sola Basmati :

1. Kalijira (Raw ie Atap)
2. Chinigura (Raw ie Atap)

The admixture of impurity and the tolerance basis for this varie-
ty of rice will be as under :

Kaliii
a. Full healthy grain : -'75%
(i) Admixture of.fine variety - 5%
(ii) Admixture of other variety- 5%

b. Broken Grains :

(i) Over 1/4 and below 3/4 - 8%
(ii) 1/4 and below - 7% Mutual
c. Red grain - 1%

d. Paddy and other foreign matter
including rice powder (Koora or Nakoo) 1%

e. Damaged, chalky,discloured, shriveled,
half hulled grains - 1%
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Note : 1. Broken grain above 3/4 will count as full grains

2. The allowance of all the items within the Brackets
are adjustable with each other but it will not be
adjusted against tr allowance with other refractions:

3. Excess percentage in (a) (i) will be paid at three
quarter and in (a) (ii) as half the accepted price.

4. Excess percentage in (b) (i) will be at half the price
and in (b) (ii) at one fourth of the accepted price.
Excess in (b) (iii) will not be paid for at all.

5. Excess percentages in (c) and (d) will not be paid
for at all.

6. Excess percentage in (e) will be paid at one fourth
of the accepted price.

4. Should the DGF decide to procure raw rice, it should conform
to one of the grades of BSTI as per BDS. Further it is note
worthy that commercial quantities of fine quality raw rice is
purchased by DGDP ab competltlva tender bids without any diffi-
culties.

5. A Comparison is given below between BSTI standards for par-
boiled rice and DGF (FAQ) specs.

Pgrbgilgg Rice (BSTI) As per BDS 952
Sl. Grading factors ’ Grade Requirements
No. )
Grade I Grada II Grade III Grade IV Method
of Tests
1. Moisture percent ‘14.0 14.0 14.0 14.0 Refer to
by mass {(max) Appendix-A
) (of BSTI
2. Head Rice percent 95.0 90.0 85.0 80 . booklet)
(min) .
3. Big Brokens, 4.0 " B.O 12.0 16.0
percent (max)
4. Brokens and small 1.0 2.0 3.0 4.0
Brokens percent(min)
5. ‘Damaged grain : 0.5 - 1.0 2.0 3.0
parcent (max)
6. Contrasting varie- 2.0 5.0 10.0 15.0,
ties percent(max)
7. Paddy seeds grain 1.0 2.0 3.0 4.0
per 1000 gm .
25
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8. Foreign matters 0.3 0.4 0.5 1.0
percent (max)

9. Degree of Extra well Well Reasonably Under milled
Milling milled milled well milled

. Note : (1) Any rice not falling in any of the above grades shall
: be considered as sub—standard

(2) The grade requirements are expressed in percentage
except for paddy seed.

(3) QGE_LEBQI_EQLQQALQQ_BLQQ.

1. There is only are grade of rice,Fair'Average Quality (FaQ) for
DGF procurement, the specifications of which are given below:

(Translation from Bangla)

(a) Moisture -~ 14%. (max)
(b) Foreign matters . - 0.5% (max)
. {c) Immature, deshaped, discolored, - 0.5% (max)
dead and damaged kernels

(d) Admixtures of various - 10% (max)
varieties of rice

(e) Broken kernels - 20% (max)

(f) Chalky and white belly kernels - 6% (max)

(g) Red and unmilled rice - 6% (max)

2. It is to be noted that the BSTI standard was formulated by
national experts with impeccable scientific back grounds and is
of excellent quality to specify parboiled rice. A comparison with -
BSTI specifications reveals that the DGF specification is of
extremely poor standard. There are nine grading factors in BSTI
standard whereas thers are only seven factors in FAQ. Any com-
parison is,therefore, impossible in a scientific manner. More-
over, there is no definitions of terms, standard methods of
testing,nor method of sampling. Even no explanation is given as
to the percentage of the unit in question. Presumably it is by

welght but could be misinterpreted as percent<?es by number as
wel Such ambiguous specifications is expected to create much

disputes and hindrance to organized trade. Note should be taken
of BSTI assertion that any rice not falling in any of the above
grades shall be Sub-Standard.

3. Without going into a futile exercise of technical explana-
tions, one of the gradec of BSTI must be classified and accepted
as DGF standard and the ambiguous spec1f1ca¢1on of FAQ canceled
immediately. Other criteria of testing, sampling etc. as outlined
by BSTI should also be adopted as standard practice by DGF and
the trade without any further delay. Since BSTI is a specialized
organ of the Govt. charged with the task of standardization, DGF
should have no hesitation at all to conform to their standard to
the benefit of all concerned.
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(4) gpecification for Gunny Bags:

1. Gunny bag 44" x 26 1/2" - 2.25.1b 6x8 HD, OHDS, 3 blue
stripes, 300 pcs per bale,is the accepted jute industry standard
bag for packing of rice and paddy in Bangladesh. This bag must
conform to the detailed specifications as per BDS 906:1979. The
detailed specifications are attached as Appendix - J to these
- papers. .

The gunny bags for the tendered rice must conform to BDS 906:1979
specifications issued in June 1982

(5) Quantities and Location of Purchase

1. Before any attempt is made to determine the quantities of rice
to be procured and at what location they are to be procured, a
very brief and broad description of procursment and consumption
of rice is in order. Rice procurement is highly concentrated in
NW (Rajshahi Division) regions of the country. The internal roads
of N.W region are good by Bangladesh standards as they are 'locat-
ed in mostly flood free regions and expensive dyking are -not
necessary. Both broad gauge and meter gauge railways connect
important population. and commercial points. There is,however
little inland waterways. The greatest 51ngle handicap to communi-
cation with .rest of the country is the river Jamuna which iso-
lates this part with rest of the country where most of consump-~
tion of rice take place. The river Jamuna is yet to be a?1dgad
All goods must therefore cross by slow ferry which may ays to
accomplish. The table below gives a broad picture of the latest
procurement figures :

Table : 3 INTERNAL PROCUREMENT (19§1-92) IN METRIC TONS.
Period Covered (15.11.91 to 29.01.92)

Commodity Rajshahi Khulna Dhaka Chittagong Total
Rice 4,244 17,704 868 o} 22,816
Paddy(96% .425,829 13,766 6,943 2,680 449,218
Millgate)

Total : 430,073 31,470 7,811 2,680 472,034
Percentages 91% 7% 2% Negligible 100%
of Total

(Rounded Off)

Source : Compiled from Data by FAD Reorganization
Project, MOF
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2. Where as procurement is concentrated in N.W regions, consump-
tion is distributed evenly in other regions broadly consistent
with population density, thus :

‘Table - 4 Rice
Yearly Average Distribution : All Channels (1988-1991)

Region Rice in PDS Channals(MT) Percentage of Total
1. Rajshahi Division 1,55,000 21%
2. Dhaka Division 2,83,000 39%
3. Khulna Division 1,10,000 15%'
4. Chittagong Division 1,78,000 25%
TOTAL : 7,26,000 . 100%

Source : Compiled from Data by DGF

(6) mgnaggm§nL_§QluLign_stmgxgmgnL_Engblgmi

1. It is clear that roughly 6,00,000 MT of rice is carried by
various routes from Rajshahi Division to other three regions of
the country. At the same time, imported wheat travels Northward
from the ports of Chittagong and Chalna. This creates a most
complex situation which is further complicated by means of trans-
port ie road, railroad,waterways or any combination of the three.
To evolve a least-cost matrix is further complicated by unpre-
dictable arriVal of imported wheat and need to move procured rice
from N.W zone for shortage of storage space in procurement sea-
sons.Many times rice is to be shifted to wherever there is avail-
able storage space "awaiting” final movement to points of distri-
bution. The basic reasons for high movement costs and heavy
transit losses of food grain are due to this inherent imbalance
of storage location in Bangladesh. ‘

2. At a cursory glance,: the problem appears to be a classic case
of distribution. Such problems'are bread and butter to an indus-
trial manager versed in Operational Research (OR). There are many
standard solutions to such problems involving a large number of
variables. Linear programming involving Simplex method and Wait-
ing Lines solutions are two possible methods. Digital computers
are particularly suited to use numerical models using Waiting
Lines methods. It is strongly suggested that this distribution
problem be modeled into a computer programme to arrive at a
rational distribution matrix. With historic data and real time
data inputs into the model, eventual improvements will save
untold millions for the GOB in transportation cost, deterioration
of stock, and overall efficiency of food grain movement.
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3. In the absence of a distribution matrix,the obvious provision-
al solution is 'to move as little grains as possible by having
the rice at points of consumption. The PRPE should try to trans-
fer the problem of transportation to the suppliers of rice at the -
three centers of consumption - Dhaka, Khulna, Chittagong. Ideally
speaking, the entire quantity of PFDS rice should be procured by
tender at these three regions of consumption. The CSDs in the
regions are :

Region csSPs
1. Dhaka region Tejgaon,Dhaka,Narayangon.j
2. Khulpa region Khulna, Maheshawarpasha
3. Chittagong region Dewanhat, Halishahar, Chandpur.

Besides there CSDs, larger LSDS could also be places of delivery.
With the historical data on the offtake/intake situation both in
locations and timings, a pattern may be evolved. The tenders
should conform to this pattern locationally and in times of
delivery. The scenario to encourage is that the private sector
supplier should procure rice at his storage to be delivered to
Government storage when these storages are having spare capacity
and the off take is at the maximum. Therefore,it is not only the
location or the quantities which are the deciding factor. These
elements must necessarily be meshed into a time-frame. Under no
circumstances should there be a tender in the procurement zone as
it will be counter productive to the objectives of a least-cost
alternative. In any case, procurement at floor prices is abundant
in N.W region of Rajshahi division. Any procurement at higher
cost is not tenable under present Audit Codes and Finance Rules
of Bangladesh. ’

. (7)Iimes of Tender

1. Bangladesh has now two distinct seasons of harvest, the aAman
(dry season) and the Boro (Wet season). The DGF has thus two
procurement seasons - Aman from 15th November to 15th March, Boro
from 15th April to 15th October every year. The two non-buylng
periods of two weeks each are used for, stock taking and clear-
ance of outstanding accrunts.

2. To be really effective, the tenders should be floated in this
period ie before the procurement season starts. The times to bid
should be a month after procurement starts, with delivery time
extended well into the season. A time schedule is suggested:

Table : 5 Iender for Rice Schedule of Times

Season Floa- Elapsed Bid Time Elapsed Evalua- Elapsed Last
tation Time Time tion and Time Delive-
Time ‘ Contract ry Date

Aman 1S5th Oct. 8 Weeks 15th Dec. 2 Weeks lst Jan 12 Weeks 31 Mar
Boro 1S5th Mar. 8 Weeks 15th May 2 Weeks 1st Jun 12 Weeks 31 Aug
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3. The long delivery time is to facilitate the contractors to use
the cheapest mode of transportation by railroad and waterways.
The early flotation will help the bidders in market surveys and
making advance purchases including forward contracts from mills.
By this simple mechanism of correct timings, substantial savings
to the Government will be ensured by timing the purchases at peak
harvest times which are almost fixed year after year. By a three
month delivery time, low cost transportation will also lower the
ultimate bid prices at places of delivery.

(8) INSPECTION

1. Specification requirements of the commodity is the buyer’s
choice. Enforcement of the specifications in a natural require-
ment for the trade to take place. The seller would, of course,
try to defend his supplied commodity. A conflict of interest is,
therefore,inevitable in any bargain in a free trade.

2. Inspections are a natural corollary to a trading procedure.
To be fair and to meet the ends of natural justice,a third party
intervention is most necessary. This 3rd party should of course
be totally neutral and proceed strictly by the letter and spirit
of the contractual specifications of both quality and quantity.

3. The DGF has been procuring all the rice and paddy by its own
inspection. But these purchases take place in widely scattered
regions in small quantities. When large commercial quantities of
rice are to be purchased by competitive tender, the interest of
both parties are best served by appointment of independent in-
spection agencies. The enforcement. of standard conforming to
international norms as in BDS will also encourage and train the
private trade to eventually enter export market.

4, Fortunately, reputable inspectibn agencies are located in
Bangladesh. They have handled preshipment inspections of imported
rice from Thailand in the past. The have long experience in jute,

wheat and rice trade. They have following services to offer
specifically for internal rice purchases :-

Inspection Services by Private Agencies

(a).Qualitx Testing : Inspection of condition, packing,
marking,quality sampling, and laboratory testing.

(b) Weight Guarantee : Weighing with full outturn guarantee.

(c) Quality Guarantee : Sampiing and analysis at either or both
suppliers warehouse and Govt.

Source : SGS, Bangladesh.
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5. Discussion with reputable agencies (5GS,Bangladesh) revealed
that for large lots of rice (1000 MT or more) two inspections are
deemed necessary. Standard sampling and analysis of bags as per
BDS is quite adequate to ensure quality. Weighing is also to be
carried out by standard statistical methods where weighbridging
or 100% weighment is not possible.

6. Agencies indicated informally that for lots of 1000 MT or more
a commission of 1/4th of one percent of value may be charged. For
larger lots, the rates are negotiable and will be lower. DGF may
negotiate to obtain firm rates which will be lower than the max
of 1/4th of 1% of value of the consignment. This includes two
inspections,one at point of supply, the other at point of deliv-
ery. There should be no bias towards any Agency. Like the pro
cedure followed by NBR, a number of reputable agencies may be
shortlisted. The contractor may chose any one out of this list.

7. If the payment is made by internal letters of credit, then
inspection certificate by a mutually agreed third party is abso-
lutely necessary. Further,certificates by international agencies
are sufficient guarantees as to quality for negotiations for
export operations. It is,therefore, essential for the tender
purchaser to appoint reputable inspection agencies as 3rd party
arbiters to ensure quality and, if necessary, quantity. The
services both the buyer and seller will receive far outstrip the
nominal charges, which if required,may be borne by the seller.
This question is open to negotiation.

(9) STOP PRESS i Appeointment of Inspection Agencies bv NBR
for Import Cardgo.

1. On 16.2.92, the National Board of Revenue (NBR), the highest
revenue collecting body of the GOB had issued circular No. DFP(G)
2398 in respect of optional method of clearance of import cargo
by customs authorities at ports of Bangladesh. .hey notified that
the Govt. has made special arrangements for speedy clearance of
Cargo. The chief obstacle to customs clearance was the valuation
and classification the imported consignments.

2. NBR now allows the importers to have their consignments in-
spected by any of the 29 international inspection agencies in
respect of the following criteria :

(a) Quantity (b) Quality (c) Value (d) Fitness for Import Trade
(e) HS Code-

If suitable certificates as to the above criteria are obtained
przor to shipment, Bangladésh customs generally will not re-
examine them. That is to say the basic data on which duties and
VAT are levied,is now obtainable from inspection agencies. The
importer will have to pay for the inspection fees and there will
be no duty upon this fee.
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3. This procedure is an excellent reformative step which will
undoubtedly enhance Govt. revenue with great deal of saving in
time for clearance of cargo. Since Govt. has decided to reapect
the valuations by international agencies as regards a major
source of revenue, there should no hesitation by MOF to appoint
inspection agencies to inspect rice that it buys.

(10)Mode of Pavment

1. After successful supply, the question of payment arises. For
fulfillment of contractual obligations, the contractors only
reward is prompt payment of his bills. Any delay is tantamount to
punishment.

2. The DGF makes its payment to various contractors in various
ways eg. .

a) Rice/Paddy/Wheat - By WQsc

b) Services like milling - By bank cheque
commission and carrying
contractors bills

c) Mobile purchase centre =~ By cash

3. Since the quantities to be bought by open tender are' quite
large by Bangladesh standards, payment by either of the above
methods are inconvenient. Question of cash payment does not
arise in such amounts (500 MT at the least). Payment by WQSC, is
in effect,cash payment in a designated bank. The payment proce-
dures in vogue entail considerable credit element with the high-
est interest rates (18%).in the bank rates charged to the Govern-
ment. A time lapse of at least 4 months is involved between
disbursement of borrowed money and their partial repayment. In
effect,.monies are paid out by DGF before receipt of goods - not a
sound financial plan to say the least. The credit outstanding in
diffgrent commercial banks by DGF is given below :-

TABLE-6 Outstanding Bank Advances with Interest to

DGE
{As on 9-1-92)
. (Tk.in Crores)

Head of Accodnt Sonali Agradi.Janata Rupali Pubali Uttara
Bank Bank Bank Bank Bank Bank

1. Foodgrain 4.55 0.02 3.36 - (0.02) 0.04

2. Internal 93.71 67.63 19.69 20.31 0.34 0.25
Procurement

3. Edible 0il 0.01 - 0.13 - - -

4. Salt 0.77 - 0.33 0.03 0.19 0.37
TOTAL : 100.04 67.65 23.21 20.34 0.55 0.66

Total Outstanding to All Banks : Tk. 212.43 Crores

" Source : Personal Contact : Bangladesh Bank
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4. Senior Bangladesh Bank sources could not reveal either the
interest fraction or the date from which the amounts are out-
standing. But they were of the opinion that much of these amounts
are long outstanding and not being repaid due to procedural
inefficiencies. Besides, these amounts represent a very large
proportion of Government’s borrowings from Commercial Banks as
per Bangladesh Bank Statements. (Appendix - R ). They further
‘create pressure upon limited liquidity of commercial banks.

5. To reduce these credits to a large extend, it is best to use
internal letters of credit as an optional mode of payment. The
option of payment by WQSC or by internal (domestic) lstter of
credit should be left up to the bidder. The bank charges should
be borne by the beneficiary to the letter of credit ie the con-
tractor. The Government is in no manner paying any additional sum
on account of this option.

6. The advantages of this system of payment to the DGF as a buyer
are :

(a) DGF is paying on receipt and inspection of goods
(b) Simplified accounts may be maintained by debltlng one s;ngle
account at headquarter s bank

(c) The clerical and accounting tasks are taken‘'over by bank

(d) since inspection will be done by an agency, total guarantees
as to the correctness of goods and money are obtained.

7. Banks normally charge a commission of 1/4th of 1% of the value
of the letter of credit. Discussions with senior private commer-
cial bankers indicated scope of negotlatxon for reduction of bank
charges,if sufficient volume of business is assured. However, DGF
may negotiate with both nationalized and private banks to select
a .number of banks for the job. A spzrzt of healthy competition
will ensure prompt and efficient service from the banks operating
DGF accounts. .

The advantages ‘to the supplier are :

(a) He is assured of payment on fulfilling the terms of
the contract without a hassle.

(b) He may obtain a ’packing credit’® against the letter
of credit from his bank at his own risk and responsibility.

(c) Since inspection certificate will be given by a 3rd party,
he simply has to deliver the requisite documents to his bank
for full payment within a minimum time.

(d) Scope of ’informal payments® is minimum
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8. For all these advantages, a charge of 1/4th of 1% is a bargain
he would be glad to grab with both hands. Standard forms for
letter of credit and Uniform Customs and Practices for Documen-
tary Credit are attached as Appendix - H and Appendix =I. No
further explanation than a careful study of these documents are
necgssary to have a full understanding of the norms and practices
of & letter of credit.

" (11) Method of Suoply

The purchase of rice for PFDS 1s now seen under three distinct
heads :

(i) Commodity rice of standard specification
- gunny bags of standard specification
(ii)services - packing conforming to standard specification
- marking conforming to standard specification
- transportation to the centre of purchase

The DGF presently obtain these commodities and services from
various classes of contractors. The modes and rates of payments
are also different ‘to different classes. This creates great
difficulties in reconciliation of fiscal accounts. Standard
costing of DGF's operations' are quite impossible under these
circumstances.

2. As for example, standard 8. Twill gunny bag is purchased by
DGF from BIMC and BIJMA ex-mills at TK. 29.10 (Tk. 25.30 + 15% VAT
per piece)by negotiation. At the same time, BJIMC exports the
same bag at Tk. 18.75 per piece. (Source Personal Contract :
BIJMC). There is obviously a subsidy element to the Jjute sector.
Private inquires reveal that BJMA mills are selling the same bags
to individual customers at Tk.15/- per piece including vat. This
is perhaps the true competitive price of a B-Twill !

3. If the contractor is allowed . to supply the rice with bags, a
reduction, however small, ip total price is bound to take place.
Economies of scale will reduce further the unit cost in case of
transportation. If whole railways trains be chartered,say by a
group of contractors, freight rates of upto 30% will be reduced.
(From B.R by private enquiry).

4. In view of the above considerations it is best for the Govern-
ment to ask for bids in totality. Quantity of rice, packed and
delivered at centers of consumption is the best bargain to be
had. There should be no difficulty in this,as the DGDP routinely
purchase by tender high quality rice in a total package deal.
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(12) Regent Tenders for Rice By DGF

1. DGF decided to purchase rice by tenders recently, as described
by concarned officials, on "experimental" basis. They floated two
tenders for limited quantities. A brief resume of the two tenders
are given below :

2. (a) Tender No One = Date of flotation 8-12-91

‘Owing to maximum price of Tk. 10,100/MT allowed in this tender,
there was no bid. No further description of this tender 1is,
therefore, deemed necessary for the purpose nf this paper.(Tendar
Notice is attached as Appendix - A).

(b) Tender No. Two : The salient features of this tender were :

(i) Date of flotation : 28-12-1991

(ii) Quantities Tendered : Total 30,000 MT
(iii) Locations to be : Dhaka, Khulna, Chittagong,

supplied - Chandpur,Bogra,Munshinganj,
Rangpur. (LSDs and CSDsg)

(iv) Specifications of Rice : FAQ of DGF

(v) Minimum Allowable quantities per bid : 500 MT
‘(vi) 8id Bond/Earnest Money : 2% of tendered sum in the from

' of bank draft pay order '
(Cashier’s cheque)

(vii) Inspection :By DGF Organized team of officials
(viii) pPayment : By WQSC
(ix) Bags : To be supplied by DGF after 2%

money is deposited in addition
. to 2% already submitted.
(x) Packing + Rice is to be packed in bags
: supplied by DGF. It was not
mentioned if the 75 kg asked for
) ‘is net or gross weight.
(xi) Contract : Contract is to be signed within
7 days of acceptance of bid.
(No contract as yet has been

generated by DGF) N
(xii) validity of Bid : No time limit has been shown as
: ’ regards validity.
(xiii) Period of Supply 3 Within Jan-Feb period of 1992.

.50% of quantity must be supplied
: within January 1992.
(xiv) Acceptance of Bid : DGF is free to accept or reject
all bids without assigning any
reason.

(Tender Schedule is attached as Appendixv- A)
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(13) Begults of the Tender (2nd)

The results of this tender which was bid on 16-1-92 are as fol-

lows:

Tablae-7 :DGF BID ANALYSIS - RICE (Tender dazted 28.12.91)
Prices Quoted (TK.per MT)

Sl. Location No.of

Bids Highest Lowest
No.
1. Dhaka (Te.jgaon CSD) 9 14,000 12,500
2. Dhaka (Dhaka CSD) 13,400 12,500
3. Chittagong (Dewanhat CSD) 2 12,950 12,500
4. chittagong(Halishahar CSD)1 - 12,750
5. Bogra (Shantahar C8D) 2 11,250 11,110

TOTAL Bids : 16

Note : There were no bids at Khulna,Chandpur, Munshinganj and

Rangpur.
Source : Compiled from Data from

(14) Iender Evaluation by DGF

DGF.

1. The concerred department of DGF did an exhaustive analysis of
the above bids. The bids were analyzed by comparison with the
known costs incurred by DGF in carrying the procured rice from NW

regions to the tendered location

2. Total costs w” derived from the break down by heads,

S.

They

wera (a) Procurr .t of paddy (k) Milling commission (c) Mill to
storage carriage (d) Handling at.  LSD/CSD (e) Handling from
LSD/CSD for dispatch (f) Godown shortage (g) carrying shortage .
(h) Handling at points of arrival (i) Bank interest at 18%.

Points of dispatch selected from N.W regions were (a) Dinajpur
analysis were

(b) Thakurgaon (c) 8ogra. The results of the cost

as under :

Table - 8: COST OF RICE AT DISTRIBUTION PQINTS (DGF)

Points of Dispatch

Points of.Arrival by

Per MT Costs at.

Destination
Average of a) Tejgaon Road Tk. 11 888/~
by Railway Tk. 11,533/~
1) Dinajpur b) Dhaka Road Tk. 11,878/~
by Railway & Tk. 11,582/~
Waterways\ ]
2) Thakurgaon c) Dewanhat Road Tk. 12,269.78
by Railway Tk. 11,697.94
3) Bogra d) Shantahar Road Tk. 10,910.49
. by Railway

Source : Compiled from Data by DGF

36

43



DGF sources agreed that no consideration in this costing were
given to essential elements like profit of the contractor, insur-
ance during storage and carriage, and administrative overheads.
The godown and carrying shortages as estimated were on pro-forma
basis with no relation to historic data for such losses.

(15) present Status of the Tender (Latest Position)

1. In view of the above analysis, the DGF tender committee recom-
mended a total of 3000 MT of rice to be purchased at the lowest
bid rates at Tejgaon, Dhaka Dewanhat, Halishahar and Shantahar.
It was however found that they need authority from the Government
to buy rice at rates higher than the official procurement price.
Why this authority was not obtained earlier than floating the
bids was not revealed. The matter is now lying with the Minis-
tries of food and finance. No clearance as yet (as on 13-2-92)
been received and no purchase order has been placed.

2. Private enquiries indicate that none of the bidders is showing
any interest to supply the rice now. It is extremely unlikely
that these prices could be held now or any supply could be ef-
facted at 4th week of February, 1992.

3. It may safely be concluded that this 2nd experiment at pur-
chase of rice by competitive tender has largely met the same fate
as the first experiment. One may observe most respectfully that
experiments at public cost are not in the order of business of a
Government department. There are many recognized institutions
maintained at public cost in Bangladesh to do the necessary
research and experiments of varied nature. In trade and commerce,
sgrious men work with their scarce money to do business and have
no wish to become a 'guineapig of any experiment. It is, there-
fore, an earnest hope that if the DGF wishes to buy rice by
tender, they may forsake the experimental approach and try to
conduct the business of the Government in a professional manner
that brings results.

4. It has been learnt that the DGF has finally obtained clearance
from the Govt.' to place orders for the tendered rice. Most of the
bidders declined to supply at this late stage (between 12-3-92 to
16-3-91). However, following contracts were signed and firm
orders had been placed :
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Table - 9. Iender for Rice Dated 26-1-92

contracted Quantities and Price
Place of Delivery aty., contracted Rate per MT
1. Tezgaon CSD 3 x 300 = 900 MT Tk. 12,050.00
2. Dhaka CSD 300 MT Tk. 12,050.00
*'3. Dewanhat CSD - 300 MT Tk. 12,590.00
Total Quantity = 1,500 MT

Source : Compiled data from DGF.

Out of a tendered quantity of 30,000 MT, orders could be placed
for 1,500 MT. The time of delivery is one month i.e. the last
date of delivery is upto 16-4-92.

5. From interviews with a few contractors, following were ascer-
tained,

(a) They were in a p651t10n to supply much larger quantltxes had
the order been placed earlier.

(b) Since they have commlttad bid bonds etc. they felt that they
should transact some business at least for the sake of recou-
ping some of the losses.

(c) They all expected that the early Boro to be harvested by 1lst
week of April, will result in some fall in rice price, so
that they may purchase rice at a lower price by then.

Thus, the contracted quantitiés are speculative in nature. It is
felt that only a few hundred tons will be supplied and time
extension will be asked so that Boro may be supplied at a lower

price.
(7th April, 1992)

(VII)AN APPROACH TO ESTIMATE COSTS OF RICE IN PUBLIC PROCUREMENTS

1. It is seen in the tender analysis by DGF that an average cost
of a ton of rice in Dhaka is about Tk. 11,732/- per MT . Two
major heads of costs were not catered for (i) DGF’s administra-
tive overheads (ii) Loss and pilferage. We must compare this
figure with the contractors average lowest bid for Dhaka of tk.
12,500/~ a difference of &6.5% approximately.

2. But what is the true cost of a ton of rice to the Government?
There are various approaches to this question. Only an independ-
ent team of cost accountants may discover the figure after a long
search of papers and field analysis. The question may be ap-.
proached in a round about way. It is ascertained fairly accurate--
ly that the average distribution cost of rice for the last 5

38

o



years 1s about 24% on the purchase value of rice. It is almost
impossible to calculate the. purchase value of rice at the pro-
curement centers let alone at points of distribution. Some of the.
variables are :

Table -10 COST VYARIABLES OF CONVERSION OF PADDY TO RICE

Iotal Cost Eactors of Total Costs

a) Cost of Paddy - Fixed at Tk. 245/maund

b) Cost of conversion - Variable on type of mill

c) cost of rice as function - Variable on district of

of ratio to paddy procurement :

d) Carriage to LSD - Variable on distance from mill

e) Carriage to destination - Variable mode of transport

f) Transit Loss(allow able) -~ Variable on mode of transport
and on distance

g) Godown Loss - Variable on location

h) Loss not catered for - Unknown (uncatered transit
loss, overdue rice from mills
etc.)

3. On the average at'this season, a very rough average of Tk.
11,000 may be considered a guideline cost for a ton of rice at
depots in N.W. region._ A rough ahalysis with experience and
judgment may be considered the basis of this cost figure. An
average of 24% (IFRI-1992) is the total distribution cost of DGF.
It is not known what fraction of this percentage is the cost upto
the distribution point storage. But again using Jjudgment, a
factor of .75 is estimated, ie 18% of procurement price may be
considered as the cost to the Govt. on the average. One may now
arrive at a figure of TKk. 11,000 + 18% = Tk. 12,980 as an average
cost of rice any where in Bangladesh. other than in the procure- -
ment zone without taking into account uncatered for losses. This
figure then, is the lowest possible cost of a MT of rice at a
storage for distribution for DGF.

Table - 11 GUESS ESTIMATE OF CO3T OF A TON OF RICE
' (At'Procurement Zone)

Estimated Total Cost of a maund .of rice One maund of rice
1. Paddy 245/maund
2. One maund of rice at a ratio of 60:38 Tk. 368.84
3. Milling commission at Tk. 10
average/maund of paddy TKk. 15.79
4. Carriage to LSD Tk. 0.50
@ Tk. 2.75/km/ton for 4.5 km on the average
5. Handling at LSD Tk. 1.00

Total : Tk. 386.13
Misc. expenditures like godown,
storage loss and bank interezts at 5% Tk. 19.30

Gross Total: Tk. 405.43
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The minimum cost therefore for a ton of rice at procurement
centre is Tk. 10,863.61. Add to this the cost of gunny bags @ Tk.
400 par MT and we arrive at a conservative and approximate cost
of Tk. 11000 per MT of rice. This figures does not take into
account major heads of expenditure. They are (a) DGFS overheads
(b) Depreciation of fixed assets (c) Actual transit and storage
loss (d) Loss due to quality deterioration which prompts DGF to
‘auction rice at whatever bid price (e) Pilferage and misappropri-
_ation. Only when a complete reconciliation of stock and account
is done leading to a certified balance sheet would the real cost
be apparent. The FAO assisted MIS is thus an imperative tool nnt
only to improve efficiency but also to obtain reliable cost
figures. :

4. Let us now compare this figure (Tk. 12,980) with average low
bids of 4 different centers (12,563). The tender bids were lower
by 3.2% to what it conservatively costs the DGF to procure and
move rice to its storage centers. If this appears to be a low
figure, it is because the cost of d15tr1but1on has been estimated
to be extremaly low.

' RICE
Table - 12: A COMPARISON OF COSTS AND PRICES (TO THE GOVERNMENT)
ice- v 9
Average cost Average lowest Independent
. as Estimate by DGF Tender offer Estimate
(16-1-92)
(A) , (8) (c)
Tk. 11,808/~ Tk. 12,563/~ Tk. 12,980/-
As_Percentages of (Whole Nos.)
- 10% of (C) + 6% of (A) + 9% of (A)
- 6% OF (8) - 3% OF (C) + 3% OF (B)

Source : Compiled from data from many sources.

Note : In case of cost estimate in (c), the distribution cost was
estimated on a pro-forma basis. Without historical data, such a
cost-estimate is of academic interests only.

5. All these lead us to only one conclusion, DGF was getting a
bargain in these offers. Compared to the superior quality raw
rice quotation of Tk. 20,200/- per MT to DGDP the DGF offers were
excellent. One may conclude that the economics of scale helped
lower the prices.
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(VIII) REALITIES OF THE MARKET PLACE (1992)
(1) Private Sector in Food Sub-Sector:

1. The private sector engaged in market operations of foodgrains
in Bangladesh is fragmented, impoverished, and .not equipped to
handle large consignments of foodgrains, financially,managerially
and logistically. The few large trading house in Dhaka are not
‘typical of the sub-sector. They were recipients of official
patronization in the form of exclusive licenses to monopolize
imports of short commodities like salt and sugar in the. last nine
years of autocratic regime. They will be like fish out of water
in a truly free market place.

2. Some of the major constrains of the private sector to become a
major player in the domestic foodgrain trade are :

(a) Lack of organized Financial Strength

The foodgrain financing is stigmatized by such out dated laws as
Antihoarding and ’Rice Millers Act 1943.' Although the present
Government is expressing willingness to liberalize private trade
financing in food grdin, these laws have not yet been repealed.
Even the restriction to finance a rice mill over 21 days' stock
has not been rescinded -by Bangladesh Bank yet. The Commercial
banks of Bangladesh operate by ’circulars’ issued from time to
time. They will not change their lending policies uriless another
circular to replace the former is issued by B.B which has yet to
do so. Private trade has no access to money markst. Not a single
food grain processing firm or trading house is rogistered with
Dhaka Stock Exchange, which in any case is in dire financial
crisis. Therefore, the scope of operation in evoi modest lots of
5000 MT of rice are quite beyond the powers of any foodgrain
trading or processing company in Bangladesh today.

(b) Lack of Physical Infrastructure :

The largest private sector warehouse is perhaps of 1000 MT capac-
ity. No silo or large warehouse exist in private ownership in
Bangladesh. As development of infrastructure is a long term
commitment in the future, unless a qualitative changes take place
in the market, no such investment. is likely.

(c) Lack of an Exchange :

There is no facility or an organized place to trade wholesale
lots of say 500 MT. Contrary to reasonably organized nature of
Tea or Jute trade, the grain trade has always been ad-hoc and
minuscule in scale, although aggregate turn-over is many times
the value or size of any other commodity. Without an
exchange,where traders and speculators must play their due and
necessary role, organization of trade of wholesale lots are quite
impossible for individual firms.
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(d) Lack of Entrepreneurship :

Absaence of experience and organization to trade in wholesale lots
are evident in the market. Traders lack in education, access to
organized finance and have low profile and status in society.
They are not capable of facing the highly competitive free market

" which one may like to develop eventually in Bangladesh.

’
‘3. The basic cause of this dismal situation is the absence of

reasonable and zustainable profit. Profit is not only the wage of
the capital, it is the very essence to attract talent and hard-
work in a free market. On the other hand, if there is little
profit presently in the trade, there is also little risk for the .
average, the mediocre and the corrupt. When Government takes over
the essential functions of a trade including storage and distri-
bution of a large segment of a marketable surplus, there is
little sense to compete with the Govt. who has unlimited loss-
taking (subsidy ?) potential. There is also little need to devel-
op managerial skills, organize finance in a resource poor coun-
try, and to gather market information where floor and ceiling
prices prevail. )

(3) How Best to Help "

1. In this situation, it is no wonder that the response to the
tanucrs floated by the DGF had been poor. Now that the orders
havo not been placed to those few offers for a minuscule (3000 MT
in total) quantity of rice, it must be recognized that those
cldders have suffered a needless loss. The bid bonds being tied
up, >+ocks made ready, the essential cost of time and effort have
alrexdv done their evil best to discourage the trade to come
forwa=r. It will take positive effort to bring back the confi-
dence . if at all.

14) Y. should be recognized that individual suppliers of rice
Jndsr Millgate are small local traders and millers.The 1200 DGF
vornract millers supplied 3,600,000 MT of rice approximately in
tz aman season of 1992. That comes to about 300 MT per miller on
‘na average in the whole season of 5 months, that too against
advance payment. Only a very few millers/traders are capable of
handling 500 MT lots. The incentive must be large enough for them
to forego present trading system with DGF and venture into com-
petitive trade. Next to depletion,capital abhors risks and tends
to go for the sure thing, however small percentage wise. In this
situation, some extra incentives must be provided to attract the
trade. Following are. some of the assistance packages which may
prove helpful in obtaining response without any additional costs
to the Government whatsoever.
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a) Mobilization Advance :

The -DGF is already paying 100% payment in advance against 60%
bank guarantee in case of mill gate purchase. Similar facility
may be advanced against the successful bidders in a tender. By
placing 100% bank guarantee, the contractor may be advanced 80%
of bid amount. On successful supply, this advance may be liqui-
dated. Az in the case of Millgate scheme, no interest may be
' charged.

b) Payment by Letter of Credit :

Optionally, on the contractors’request, letters of gredit may be
opened. Specific terms may be inserted in the credit to allow the
contractor to draw a percentage of the credited sum. That per-
centage and other details should be left upto the beneficiary and
his bank.

c) Freeing of Bank Credit :

It is not good enough to Jjust call upon the banks to advance
against stocks of food grains. Specific instructions from Minis-
try of Finance and Bangladesh Bank must be issued to. Commercial
bank. Jute sector enjoys a subsidized interest rate of 9% for all
its advances. If GOB is convinced that private sector should be
strengthened in the food grain sector,some form of interest-rate
concessions may be given.

d) Long Term Development :

Institutional credit is prerequisite to develop warehouses,
silos and other infrastructural investments. Long term credit
(over 10 years) are essential as the amortization of such invest-
ment is necessarily slow. Steps may be taken in that direction in
the interest of long term development. IRR of 15% or over should
be the guide line as in the case of public sector investment
evaluations.

e) Organization of an Exchange :

For the trade to develop, organization of a Rice Exchange is
necessary. Experience of Thailand may be utilized to develop such
an exchange. .Donors’ help may be sought in both financing and
transfer of experience to organize the Exchange. Should Bangla-
desh enter rice export market, the existence of the exchange will
be of tremendous asslstance.

These are some of the suggestions and observations which are
directly linked with the success or failure of MOF’s recent
efforts of procurement of rice by compatitive tender. It is again
emphasized that mere mechanism of ﬁhe tender is meaningless
without understanding the market in which it is floated.
Strengthening the known free market organs will surely help
achieve the desired results.
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IX. A.PRO-FORMA TENDER AND CONTRACT

1. In view of the preceding discussions as regards the various
complex factors in the procurement of rice at free market rates,
the least-cost alternative 1=z obviously the competitive tender
method at centers of distribution. A proforma tender iz formulat-
aed as below. No attempt is made to draft the tender schedule
itself for the following :

(a) The tender must be drafted in Bangla

(b) Detailing of each genaral term may cause misunderstanding and
confusion.

(c) The buyer (DGF) should ‘apply its mind’ in the final
draft tender to specifically suit its mode of operation.-

(d) The tender in the final form must be approved by Ministry
of Law and Parliamentary Affairs as regards its legal
implications.

(e) The financial sandtion must be obtained from Ministry of
Finance as regards its financial implications.

(f) Several formats are enclosed as Appendices to suit DGFs
requirements.

(2)Iender Pro-Forma :
(1) Details of the Bidder

(a) Bidders Firm: Name with full address, Telephone,
whether the address is registgred or not.

(b) Ivype of Firm: Proprietorship, Partnership, Private
Limited Company, Public Limited Company.
(c) Membership Status of Relevant Trade Body: Federation of

Chamber of Commerce and Industry, National or District
Chamber, specialized Association or Chamber.

(d) Banking References: Bankers Néme, Bank Certificate as
to the solvency of the firm.

(e) Earnest Money/Bid Bond: Details with date, issuing bank etc.

(f) Bid Bonds: May optionally be placed in the form of Bank
Guarantees issued by any schedule Bank of Bangladesh.
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(2) Limes of Tender:
"The tender is to be floated and supply effected az below :
Flotation Data Bid Date Ordering Date Last Delivery

Date
Aman 15th Oct. 15th Dec. 1st Jan. 13zt March
Boro 15th March 154n May 1st June. 13st Aug.

If the response is rot satisfactory,further tenders may be float-~
ed every month till March and August of each calender year.

(3) specificgation : Parboiled or Raw Rice of the current

season (Aman/Boro) of any of the Grades as per Bangladesh Stand-
ard 952:1981 in respect of Bangladesh Standard Specification of
Grades of Milled rice issged by BSTI

(4) Quantities: The quantities should ideally be the total quan-
tity of rice moved from Rajshahi Division to other three divi-
sion. The quantities at each region should be determined on the
basis of consumption. However, as a starter at least 50% of rice
consumed in each season may be tendered ie.

Dhaka Division - 70,000 MT

Khulna Division - 25,000 MT
Chittagong Division. -~ 45,000 MT
Total : - 140,000 MT for the season.

CSDS and large LSDS in these Divisions will be the places of
delivery. To obtain even a fraction of these quantities, utmost
speed and promptitude is necessary in evaluation and placing
orders. In no case, these actions should take any more than two
weeks, if sufficient advance preparatlon is made.

(5) Packing: Packing is to be made in new standard B-Twill Gunny
Bags of 75 Kg of rice net. in,each bag. The gunny bags are to
conform to BDS 906:1979 as per BSTI standard. The bags are to
stitched as per standard specifications. The marking, stensilling
and stacking will be done at DGF stores at Government costs.

(6) Minimum Quantities to Bid: There is no minimum or maximum
quantitiss which a contractor may bid provided he fulfills all
other conditions and puts. up requisite bid bonds initially. fs
the response to the tender picks up, minimum limit may be placed.

(7) Inspection: The supplier should have a choice of his goods
inspected by either DGF or by a mutually acceptable inspection
agency of high reputation. In case of inspection by the private
agency, the inspection charges will be borne by the supplier. DGF
will make payment for inspection (highest 1/4th of 1%) from the
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bid bond of the supplier held with DGF. The balance if any, will
be refunded to the contractor. In case the bid bond amount doas
not cover inspection charges, the amount over dus will be adjust-
ed from his bill.

In case of the contractor opting for payment by inland letter of
credit, the inspection will invariably be done by an inspection
agency. The type of certificate etc to be izssued should conform
to Uniform Customs ard Practices for Documentary Credit.(1983
revision) issued by International Chamber of Commerce, Paris
(Publication No. 400).

(8) Payment : Payment will be made either by (i) wesc (ii) Irrev-
ocable Documentary Credit (inland letter of credit). The choice
. is given to the contractor. But in case the bid quantities are

100 MT or below (approx valued at Tk. 1.1 million) the contractor
will be paid by WQSC to avoid troubles of opening too many let-
ters of credit. The contractor should furnish full details of his
bank and account to which his letter of credit will be addressed.

(9) Validity of Bid: The bids are valid of a period of three
weeks from the date of opening of tender.At the expiry of this
period, if no order i's placed, the bids are automatically can-
celed and bid bonds returned. If the contractor fails to -enter
into contract within one week of being notified, his earnest
money/bid bond/ bank guarantee may be forfeited.

(10) Contract: The contractor will fill and sign blank contract
form which is part of the tender. On being notified that his bid
has been accepted, the contract is deemed to be in effect.
(Please examine the model used by Dte of Supply). A formal ac-
knowledgement may be received from the contractor in this regard.

(11) Mobilization Advance: In case, the contractor has bid quan-
tities at or above 100 MT of rice, be may optionally request for
mobilization advance of upto 80% value of his goods. He has to
put up valid bank guarantee of this value (ie 100% bank guarantee
against advance) and may draw the amount in the form of
WAsC/cheque. If he has also opted for payment by letter of cred-
it, this receipt of money will be treated as charge against his
credit and his bank notified acgordingly. He will be paid no more
advance against letter of credit. A term to this effect may be
inserted in the. letter of credit, if opened on request of the
contractor.

(12) Bid Bond/Earnest Money: The bid bond/earnest money may be as
per following schedule (as used by DGDP)
(a) Upto Tk. 1 million - 1% (one percent)
(b) More than Tk. 1 million and upto Tk. 2.5 million-Tk.15,000
(c) More than Tk.2.5 million and upto Tk.5.0 million-Tk.25,000

(d) More than Tk.5 million and upto Tk.7.5 million =Tk.30,000

(e) More than Tk. 7.5 million and upto Tk.10 million~Tk.40,000
(f) More than Tk. 10 million -Tk.50,000
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The earnest money should be in the form of a pay order or bank
draft.

Optionally, the contractor may put up the bid bond in the form of
a bank guarantee from any schedule bank of Bangladesh.

(13) Bench Mark Rates

Should the DGF decide upon a detum price at each of the locations
of supply, the procedure may by much simplified. Such a system is
in vogue in PWD, MES,(Military Engineering Service) and BWDB
(Bangladesh Water 'Development Board) etc. In the departments
mentioned above, the standard rate books which are revized time
to time are used. The contractor bids against this standard as %
of above or below. As a matter of interest,in many departments,
the rates bid now are below standard rates as is expected in the
prevailing low inflation . If standard rates could be ascer-
tained, the format,as for example,would be :

Commodity : Rice Specification: BDS 952:1981

({Parboiled Grade III)

Location Packing =~ Standard Rate/MT Bid Rate
Dhaka CSD 75 kg Net in  Tk. 11500/~ % Above/Below/Per MT
New ‘B-Twill
gunny bags. 3% above / Tk.11,845
500 MT Tk. 59,22,500/0nly

This format helps much in eventual evaluation and award of con-
tract.

(14) Neaotiations: Specific term should be inserted to negotiate
prices with higher bidders to drop their rates to match the
lowest rate. Quantity should also be open to negotiation to allow
higher quantities of supply.

(15) Standard Clauses : All other standard clause are to be
inserted as is usual in Govt. tenders. Several formats are at-
tached as Appendices for scrutiny.

(16)Explanations;

{a) The above tender schedule is to be explained in simple
language as a ’"Note’ to the tender.

(b) standard specifications along with definition of terms
are to be attached as Appendix to the Tender.
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(c) Methods of inspection, testing, sampling, tests of gunny
bags including standard stitching methode are also to be
attached as Appendix.

(d) The bidder will sign appropriate columns in the tender
as to his options regarding :

(1) 1Inspection
(ii) Mode of payment
(iii) Request for Mobilization advance.
(iv) Bid Bond
(e8) Standard formz of Bank Guarantee forme for the following
are to be attached

(i) For Bid Bond
(ii) For Mobilization Advance

These guarantee formats may be generated by discussion with DGF's
banks to whom it must be acceptable.

(4) eroforma Contract:

1. The contract form which should be part of the tsnder schedule
should be a document in' simple language having following salient
points :-

(a) Contractors full address, telephone no, Tlx no. etc.

(b) That he has fully understood all clauses as to the terms,
conditions, specifications, inspection etc. of the tender.

(c) That he agrees to supply the quantities (to be mentioned)
within the validity period (mentioning dates)

(d) That he has put up bid money/bond as per tender terms which
may be forfeited if he does not acknowledge receipt of order
or violates any other clauses of the tender.

(e) That he has exercised his options as regards (i) Inspection
(ii) Bid Bond (iii) Mobilization advance (iv) Mode of payment

(f) That he knows and fully understands the penalty clause in
the tender.

{g) That full authorization of the person 51gninq an behalf of
his firm is enclosed.

(h) The document is to be duly sighad.'sealed and witnessed

(5) Format: The format of t:.:..er schedule as used by dte of
Supply is comprehensive and adequate. It is strongly recommended
that DGF adopt this format which is in use for over 60 years.

Suitable translatioi: may be made in Bangla. This Tender and
contract format is enclosed as Appendix - D.
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(X) E!ﬁkuﬁlIﬂunaﬁn.ﬂnal.IEHQEE.&QIIQNQ
(1) sanction from Proper Authorities:

The tender, contract and the funds allocated are to be approved
by proper authorities. In this case approval from Ministry of Law
and sanction from Ministry of Finance must be sought prior to
floating of any tender. The funds thus allocated should be placed
in a separate account for payment of contractors.

(2) Prier Costing:

Cost accountancy exercices should be completed prior to floating
of tender to obtain, if possible, bench-mark prices. Since Govt.
announces procurement prices prior to season, this should not be
a difficult task. The point emphasized is that the costs should
be available with evaluation teams before the tender to shorten
time of avaluation and to take corrasct financial decisions.

While doing these costings, major heads like transit and godown
losses even on a pro~forma basis, cost of insurance and contrac~
tors minimum profit (15% gross) as is allowed in other Depart-
ments should be cateréd for. After all, the contractor will have
to pay income tax on all Govt. bills which is deducted at source.

(3) Evaluation

1. With prior sanction of funds and bench-mark costs at hand, the
rest of the evaluation is a comparatively simple affair. Due
considerations must be given to the bidders antecedents,namely:

.

(a) The contractors business and financial status as evident from
his membership of chambers/associations.

(b) The firms legal standings in the form of registration as a
.partnership, limited company or otherwise.

(c) His Bank’s certificate as to his creditworthiness or solvency
atc.

2. Bids may now be accepted keeping the lowest bids as a basis
for awarding orders. Since the Gonvt. enforces floor prices as
procurement price,. there cannot.be any lower prices than what the
Govt already pays per unit of rice after converting it from paddy
under Mill Gate scheme, in N.W. regions. The only question to
evaluate is what is the additional cost for carriage, handling
bags and transit loss. Tenders must be evaluated on these basis
only.

3. Negotiations may be carried out with the successful bidder to
increase their quantities,  if necessary. The other bidders may
also be asked to.supply at the lowest rates offerad. It not,
their bids may be kept open for a specific period. Should the
lowest bidder fail to supply,the higher bidders may be asked to
supply.at their higher rates agaln within a stipulated period of
say 15 days at most.
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(4) Inspaction, Stock Verification, and Payment
(1) Xnseection:

In case of inspection of goods by DGF, competent technical teams
may @valuate and certify quality. The procedure to follow must
conform to BSTI Standards. If inspected by an inspection agency,
"the specification should conform to BSTI standards and standard
"procedures should be followed. Preferably two inspections, one at
contractor’s warehouse and one at DGF depots should be done. As
to quantity, full 100% weighment should be attempted. It not,
statistically sound method as outlined in BSTI standard should
strictly be followed.

(2) stock vVerification

Stock should be verified by independent teams of auditors from
DAF’s own headquarters audit. In case of inspection by Agency, a
quantity certificate should be sufficient proof of verification.
The need for indepandent and surprise audit actions can not be
over emﬂhasized

()Eammmm_snmdmia.tmn_oi_es_cmn&;

1. For small lots of 100 MT or below, payment by WQSC is straight
forward. For larger quantities and when letter of credit is used,
the procedure.must conform to normal banking norms. L/Cs may be
opened from one single bank from headquarters and account may be
maintained centrally. In all L/C matters, Uniform Customs and
Practices for Documentary Credit is the final arbiter for all
parties. .

2. After the L/Cs are negotiated, a consolidated account will be
received. This may be reconciled with bank statements. Many
clerical and accounts functions now performed by DGF will be
taken over by the bank.

(X1) A_SuM-uP

1. As reported by Press Trust of India (PTI), on Feb 3, 1992, the
Commission for Agricultural Costs and Prices (CACP) of Government
of India had demanded a fresh look on all aspects pertaining to
tts management of food economy in general and India’s" Public
Distribution System (PDS) in particular. Among other recommenda-
tions, the CACP had recommended drastic reduction of Govt. of
India’s commitment to distribute subsidized food to cover only
the poorest and the most vulnerable. The other recommendations
are major cuts in subsidy and to rely upon market forces to
stabilize food prices rather than PDS and other administrative
measures. Says PTI ’Stating that the time has come to have such a -
fresh look, the CACP regretted that recommendations on these
aspects made by it in the past have so far not received due
consideration of the Government. "The urgency of action required
was in view of the deteriorating budget:deficit and balance of
payment problems which prompted the Govt. of India to pledge a
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portion of its gold reserve to raise foreign exchange to cover
current account shortfalls. .

2. On 16th Feb 1992, it was reported by the Ittefaq,the largest
circulating daily news paper in 8angladesh and other news papers,
that the Finance Minister had circulated a most extraordinary
letter to his cabinet colleagues. He high lighted the critical
state of revenue budget of Banglaclesh and opined that the problem
is deeper than what is apparent. He pointed out that an alarming
trend in increase of revenue expenditure will perhaps wipe out
the projected revenue surplus of Tk. 1,017 crores. He apprehended
that the contribution to ADP in Tk. account may be raduced to
zero. This will have a most adverse impact upon the planned
development as well as have repsrcussions with IMF to which the
GOB is committed to a limit of revenue expenditure of Tk. 8224
crores. But the provisional figures indicate a minimum  revenue
expenditure of over 10,000 crore. This will create not only
savere problems in development program but also will have adverss
impact in GOB's relations with IMF and other donors. The Finance
Minister advised stringent economic measures to slow down the
rising revenue deficits. Among others, he emphasized the need for
recducing ‘subsidies in various heads of GOB'’s expenditure to a
great extend.

3. As reported'by WB- (Food Policy Review-Aug 1991), the expecta-
tions that Government Food Operations should be a source of
budgetary savings to contribute to ADP have not been fulfilled.
In fact, they have proved to be a drain on Revenue Budget for the
past decade. The deficit on food operation has averaged Tk. 2.8
billion per year in 1980-90 period. The situation became alarming
in 1990 with a deficit of more than TK. 11 billion in economic
costs equivalent to 60% percent of Tk. component of the ADP that.
year. In another report (Cost of PDS-IFRI July 1991), the fiscal
cost of PFDS in 1990 was ascertained at Tk. 4.6 billion. Monetary
experts are of the opinion that Govt.’s borrowing at high inter-
est rate (18%) from commercial banks are also having negative
impact upon the banking sector. All these leads to one conclu-
sion, the deficit must be reduced and,if poss1ble, eliminated

in the food operations.

4. There are many ways a remedy, to this alarming situation may be
affected. But the very first step ‘that may be considered is to
improve the efficiency of Govt.'s procurement which in accounting
sense pays too high for the commodity which if sells at too low a
price. It should be understood that the upper limit to sales
prices is set by OMS (ceiling price) by the Govt. The lower limit
of purchase price at procurement rates (floor price) is also set
by GOB. But the cost to the Government is not what it pays as
procurement prices. One study Cost of PDS-IFRI July 1991) ascer-
tains this cost at about 24% of the procurement price. Independ-
ent estimates put this cost at much higher taking into account
various leakages and undetermined losses. WB reports (Food Policy
Review August 1991) that ’an accumulation of nearly 1,50,000 MT
of untraced grains which has been listed as in transit were
finally written off.’'This may indicate the extend of losses in
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DGF's food operation.’

5. Among the policy recommendations advocated by various expert
groups, (WB,IFRI,FAD) one factor is common to all. The' procure-
ment price should come to true market price. Arbitrary setting of
prices for avowed social benefits has never served the society
well., At one time Commodity Credit Corporation (CCC) of the US
Govt. tried to hold food reserves to minimize surpluses in an
‘effort to support prices. "Forty years experience with reserve
grain stock in the US has demonstrated that they tend to distort
production by interfering with market price signals to farmers"
These stocks depressed prices rather than support the farmers in
the long run.In Bangladesh,the BJC today is liquidated with
accumulated losses of over 1250 crores trying to support jute
prices. The Sugar Corporation is in terribie financial trouble
trying to procure sugar cane at arbitrary (cost of production)
prices and sell sugar at fixed prices. There is little reason to
expect the DGF will do any better in the long run by pursuing its
present policies.

6. Limitations on Govt. purchase by various statutory and admin-
istrative codes leaves only one option to reach the market price
in procurement of rice. That option is to procure by open compet-
itive tender. This procurement must take place at plages of
consumption to take advantages of private sector transportatlon.
The net effect upon the prices in surplus zones will exactly be
the same. The farmer will get the going market rate for paddy.
Perhaps by reducing leakages, the farmer many obtain a higher
fraction of the price than he is receiving now under the present
system.

7. The private sector in food grain trade in Bangladesh is weak,
disorganized and lack financial strength.Essentially taking over
the function of the marketing operations of rice in the past for
_nearly S0 years, the Govt. has not allowed natural growth of this
sector. Therefore, they may not be in.a position to'immediately
come forward in supplying large quantities (say 5,00,000 MT) of
rice required by the Govt. for PDS. But given certaln procedural
modifications without any financial cost to the Govt., and some
adjustment in administrative procedures, the private sector can
eventually play its due role .in food sector as well. Given a
chance, our people have always. proved to be innovative, hard-
working and resilient. The success of garments sector which
developed from zero to what it is now within ten years is a case
in point. It is expected that with regular tenders and efficient
execution of policies, the private sector will be able to fulfill
all needs of the MOF as regards rice procurement within a short
time of say 3 to 5 years. Meantime, this mechanism should be
pursued in «ll earnestness regardless of response. )
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(XII) CONCLUDING OBSERVATIONS

1. In view of the above discussions which were not restricted to
strictly procedural matters but many issues related to this
complex subject were reviewed, the following concluding observa-
tiong are made :

(1) Imperatives for Efficiency: To reduce the costs of procure-
ment should be a major goal towards efficient food operations for
G0B. The present negative pressures on revenue budget on account
of deficit of food operations are unsustainable. To reduce the
costes of procurement, the rice for PDS should be procuraed at
prevailing market prices. But, due to floor price enforcement, it
must necessarily be higher than procurement price of rice in N.W.
Regions.

(ii) Meghanism of Tender: For public procurement, the mechanism
of purchase by open tender is the nearest to a free market opera-
tion. Although, it may appear that tendered prices are higher
than estimated prices, infact, they constitute considerable
savings if all costs of procurement and distribution are catered
for. Besides, it has additional benefits of strengthening the
private sector towardsg development of a free and compet1t1ve food
grain market in Bangladesh.

(iii) Need to Conform to GOB's Rules: In a democratic set up with
an independent Jjudiciary, Govt. can not operate arbitrarily in
its marketing operations. The existing laws, codes and rules are
sufficient and adequate to ensure transparency, efficiency and
fair play, if followed strictly. A high standard of public admin-
istration is prerequisite to success of any democratic Govern-
ment. Conformity to Financial Rules and Audit Codes not only
restrict leakages of public funds, but also ensures fair play and
efficiency in respect of expenditure of scarce revenues.

(iv) Need to Continue with Tenders: The present private sector in
food grain trade is weak and disorganized. It can not respond
immediately to huge demands of the MOF in supply of entire quan-
tity of rice for PDS. Howsver, the tendering procedures must
continue as a supplementary procedure for a number of years to
develop full potentialities of the private sector. Regardless of
response, the DGF should procure by tender whatever quantity is
offered. This qguantum is expected to rise dramatically when
private sector will Wm gradually.be tuned to competitions of free
bid.

(v) Need to Develop Supplementary Agencigs: Market operations of
commodities are complex affairs which need many agencies to
function efficiently. Specifically,two major functions of DGF ie
ingpection of rice as regards quality and quantity and payment
(by letter of credit by banks)may be transferred to private
agenciss, with immediate effect. Long term developments include
development a of rice-exchange which if functions properly, may
eliminate the need of tenders. A quotation from the exchange is a
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true index of market price. Alternately, the brokers bid for
quantities in the exchange itself.

(vi) Ronor Assistance to Private Sector: Donors like US Aid or
IMF may consider providing special funds for food grain trade by
private sector. It is very well to say that bank credit be freed.
Knowing the sloth and timidity of the banks in Bangladesh, it
will be a most difficult task to obtain bank credit. The ferti-
lizer importers were provided with special IMF funds to market
fertilizers. It is reasonable to assume that funds should also be
provided for output (grains) when such assistance was given for
input (fertilizer). The existing banking channels may be utilized
to disburse such funds. The modalities may be worked out on the
basis of experience gained in financing fertilizer import.

2. In conclusion, it may be said with certainty that the recent
effort of DGF to attempt to procure rice by tender is a step in
the right direction. The two recent tenders have resulted in only
partial success, among many factors owing to the Govt. not being
.aware fully of the realities of the market place. If floated
correctly and executed efficiently,there is no reason why large
quantities of, rice can not be procured by this method. However,
to be truly successful, 'this procedure must continue regularly
for a number of years before, the total quantity of rice may be
obtained by GOB at open competitive prices. Simultaneously,
parallel efforts must be made to develop market organs to finally
develop a free market of food grain in Bangladesh. Removal of all
restrictions on credit, import, export and a viable rice exchange
are ultimate goals of which the tender is only the first tenta-
tive step.
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ARRENDUM
an_Infermal Opinion Poll

In a democratic society, the efficacy of any system or procedure
depend a large extend upon the opinion of its members. The sub-
Jective opinions of an electorate play a major part on the elec-
tion to power of a party in a multi-party democracy -a select
club to which Bangladesh is a new entrant. It is a long tradition
in democratic societies to elicit public opinion on matters of
public interest, a system sadly  lacking here. Therefore, a trial
opinion poll on GOB’s food operations were taken on a select
number of people. The limitations of this poll, more a game, than
any serious study, ara well recognized. The game’s value may only
ba to conduct zound polls on all issues of vital public interest.
After all,people of Bangladesh should have a right and opportuni-
ty to express their opinions.

However, 'the results are of interest. An overwhelming majority
(94%) feel that Government should continue to procure paddy from
farmers to support then. A high majority (78%) feel that Govt.
should buy rice by competitive tender. Almost all (98%) feel that
major raforms are in order in Govt.'s food operation.

.g' I- , Q. :

Yes No. Don'ﬁ Know

1. Should the Govt. buy paddy directly 94% 6% -
from farmers to support them.

2. Should the Govt. buy rice by open 78% 3% 19%
competitive tender

.

3. Do you feel that major reforms should 98% 2% -
be introduced in Govt.'s food operations.

A total of 46 persons were polled. A breakdowns as to their
profession and education are given below :
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Inspection

: Standard of Rice (Th;ilund)
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No Location Profession Educat. an
Graduate Post-Graduate
9 Dhaka Trade and Commerce 7 -
9 Dhaka Manufacturing 6 k4
Industry
4 Dhaka Teacher - 4
4 Dhaka Banker - 4
& Dhaka Engineer 4 2
2 Dhaka Architect 2 -
6 Dhaka Govt.Officer 1 5
2 Dhaka Lawyer - 2
4 Dhaka Physician 1 3
46 21 23

The respondents are 100% educated with 46% bachelor’s and 50%

post-graduate degrees. All may be termed pzllars of society’
most responsible positions in life.
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APPENDIX 'C’
Definitions of Terma

Standardization of terminology is the flrst step towards having a uniform
standard, This is most important if international trade is to take place. It
is therefore, of utmost importance to conform to an internationally acceptable
terminology in any national standardization procedure. The terminology used
throughout the preceding report is based on the Definition of Terms Used in
the Rice Trade as adopted by the working party on Rice Grading and Standardi-
zation set up under the FAO Rice Study Group 1972, The Terminology as per
Bangladesh standard is shown separately. The authors™ explanation is shown
under bracket wherever felt necessary.

A. General

Paddy : Rice in the husk after threshing (also called paddy-rice and rough
rice. In US use, it may also indicate flooded diked fields in which paddy is
grown).

Rice : Kernels obtained after husking or milling of paddy (also called milled
rice).

Sample : A small quantity taken from various portions of a lot so as to be
representative of the lot, (Stawdard matkad mmush ke applied & obfacn o daup
o Lot ow whese gize fa watkodotogy ) gm«,&. Mu., w vased)

B. Intrinsic Character

Bold rice : The length of the whole milled kernels is between two and three
times their breadth, Also known as medium grain rice.

Extra heavy rice : 1000 whole milled kernels with 14 present molsture weigh
. over 28 g.

Extra long rice : Rice with 80 percent or more of whole milled kernels having
an average length of 7.0 mm and above.

Glutinous rice : A special botanical variety whose grains are white and chalky
in appearance. It tends to coagulate into sticky mass when {fpoked. (A most
favorite variety in Japan and some parts of S.E. Asia. Has no commercial
significance in S. Asia).

Heavy rice : 1000 whole milled kernels with 14 percent moisture weight 20-25
g ' ) '

Long rice : Rice with 80 percent or more of whole milled kernels changing an
average length of 6.0 to 6.99 mm.

Medium rice : Rice with 80 percent or more of whole milled kernels having an
average length of 5.0 to 5.99 mm.

Moderately heavy rice : 1000 whole milled kernels with 14 percent moisture
weigh under 20g.

Round rice : The length of whole milled kernels is less than twice the
breadth. Also known as short grain rice.



Shape : Relatlonshlp of length to breadth of a whole rice kernel.

Short rice : Rice with 80 percent or more or whole milled kernels having o
length of less than 5.0 mm.

Slze : Length of at loast 80 percont of whole milled kernels,

~ 8londer rice : The length of the whole milled kernel is over three times the
breadth, Also known as long graln rice,

C. Procesajiug

Bran : The outer bran layer without part of the gorm,

Coated rice : Milled rice which has been coated with specianl powder and glu-
cose. Also known as glazed rice. (Has no significance in §. Asia context).

Degree of milling : Extent of milling expressed with roference to the removal
of the germ, and the outer and inner bran layers.

Enriched rice : Milled rice which has been treated to enhance its nutritive
value by adding of vitdmin and minerals and some times protective coating.
(Although practiced extensively in USA and Europe, has no significance in
S.Asia) .

Extra well milled rice : Paddy from which the husk, the germ (in case of round
rice part of germ) and the bran layers have been completely removed.

Germ : Small white portion of one end of the rice kernel from where seed
germinates. (In case of white milling, the germ is part of the bran fraction
removal, In some milling process, it is separated as a valuable animal feed).

Husk : Outer thick cover of paddy, the removal of which turns it into rice.
(Also known as hull, chaff).

Husked rice : Kernels from which only b:ik has been removed. (It is also known
as brown rice, hulled rice, cargo rice, loomzain rice and sbramato rice).

Milled rice : Paddy from which the husk has been removed and layers of bran
wholly or party removed from kernel. Also known as white rice., (with the
popularization of parboiling process the world over, the term white rice may
cause some confusion. Generally," white rice"means milled rice without par-
boiling process, also raw -rice as distinct from parboiled rice meaning milled
rice which had pre-milling treatment of parboiling).

Non-gelatinized rice : Whole or broken kernels of parboiled rice with distinct
white or chalky areas due to incomplete gelatinization of the starch.(Also
known as white belly rice. Must not be confused with chalky rice which is only
found in raw-rice).

Oiled rice : Milled rice to which a thin coat of edible o0il has been applied.
(has no significance in S.Asia).
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Parboiled rice : Rlce which, bofore milling, has beon soaked in hot water or
steamed under pressure and then dried. (The physical change in rice graln is
complete or partial gelatinlzation of starch. The degree of parbolling s
ovident from completeness of gelatination also visible change in color).

Polishing : The outer bran layer, part of germ and the starchy

grain. (Only avallable in modern rubber rolled mills. The mixture of bran,
germ, husk and broken grain obtainable from traditional huller mill is known
a8 "m;ll waste" in International trade and is of little or no commercial
value),

Reasonubly well mllled rice : Paddy from which the husk, the germ, the outer
bran layers and the greater part of the inner bran layers have been removed,
‘but parts of the lengthwise streaks of the bran layers may still he present on
not more than 30X kernels.

Undermilled rice : Paddy from which husk, a put of germ, and all or part of
only outer bran layers have been removed.

Well milled rice : Paddy from which the husk, the germ, the outer bran layer
and most of the inner bran layers have been removed, but parts of the length-
wise streaks of the bran layers may still be present on not more than 10
percent of the ketuels.

Whole rice : A kernel or a piece of kernel having length greater than three
qznr;ers of the average length of the unbroken kernel (sometimes called head
rice).

D. Acauired Characterigtics

Big brokens : Picces of kernels equal to or smaller than three quarters but
bigger than one half of the average length of the unbroken kernel.

Brokens : Pleces of kernels equal to or smaller than three quarters of the
average length of the unbroken kernel,

Chalky kernel : Kernel, whole or broken, one half or more of which is white
like the color of chalk. (as different from white belly kernel which is a
characteristic of imperfect parboiling resulting in partial gelatinization of
grain). ‘

Chemical residue : Chemical residue in or an rice acquired at any stage during
growing, processing or marketing other than as approved substance added for
human nutritional purposes.

Chnips : Pieces of kernel that pass through a sieve which has round perfora-
tions not greater than 1.4mm in diameter (also known as pin-head brokens).

Commercially objectionable foreign odors : Odors entirely foreign to rice
which render it unfit for its normal commercial usage.

Contrasting classes : Kernels, whole or broken, of varieties of rice other
than the variety designated, wherein size and shape of kernel differ distinct-
ly from characteristics of kernels of the variety or class designated.
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Damaged kernels : Kernels, whole or broken, which are distinctly damaged by
insects, weter, fungl or any other means, including parboiled kernel in non-
parbolled rice.(or raw rice in parboiled rice)

Discolored kernal : Kernels, whole or broken, that have changed thelr normal
color as a result of heating Including parbolled kernel in non-parboiled rice
which are as dark as those discolored as a result of heating. (High moisture
paddy damaged due WY unlcro biological action will result in deep coloring
" after parboiling process., This is the major source of discoloration of grain
specially In Boro paddy in Bangladesh. Only post harvest drying and correct
storage will correct this damage).

FPoreign matter : All matters other than rice kernels, broken or whole, rice
polishing and paddy.

Grade : A designation indicating the quality of rice determined with reference
to its acquired characteristics.

Green kernel : Immature kernels which are unripe and green in color,

Immature kernels : Kernels, whole or broken, which are unripe or underde-
veloped.

Ingsect~free rice : Rice which does not contain live or dead weevils or other
insects, insect wobbing or i{nsect refuse.

Lightly infested rice : Rice in which insects are not obvious before sieving
and there are not more than 20 live or dead insects, of which not more than §
are weevils (sitopilus Spp) per 100 kg of rice.

Medium brokens : Those parés of a kernel which are equal to or smaller than
one half but bigger than one quarter of the average length of the unbroken
kernel.

Mixed rice : A lot of rice in which a minimum of 80 percent of whole mflled
kernels can not be placed exclusively in any single variety, size, shape or
welght classification.

Red streaked kernel : Kernels, whole or broken, having red streaks,the total
length of which amounts to one half or more of the length of the kernel, but
wgich aie free from red patches amounting to 25 percent of the surface area of
the grain. .

Small brokens : Those pieces of a kernel which do not exceed one guarter of
the average length of the unbroken kernel, the minimum limit varying with
different grader of rice, but do not pass through a sieve with round preforma-
tions of 1.4 mm in diameter.

Stained or spotted kernel : Kernels whole or broken, which show.on their
surface evident alternations in color, including black streaks or dark halos.

Yellow kernel : Kernels or pieces of kernel which possess yellow discoloration
due to deterioration.(not to be confused with acquired amber color in par-
boiled rice).
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APPENDIX - D

IENDER FORMAT. DIRECTORATE OF SUPPLY AND INSPECTION
B g 27,

GOVERNMENT OF THE PEOFLE’S REPUBLIC OF BANGLADESH
MINISTRY OF COMMERCE
Department of Supply and Inspection
(Supply Wing)
Dhaka
INVITATION OF THE TENDER AND INSTRUCTIONS TENDERERS

No. ' Dat gmm———————

Note :~Though this invitation is issued in the name of and the Tender Form is
addressed to the Secretary, Ministry of Commerce the envelope containing the
Tender as well as all subsequent communications should be address and deliv-
ered to ~

THE DIRECTOR OF SUPPLY AND INSPECTION
15, Motijheel'Commercial Area

Dhaka.

Telegraphic Address - "SHARBARAHA"

Code used : Bangladesh Word Code (for Government Departments only

Bentley's Complete Phrase Code~Bentley's Second phase.

Code A/B.C, Telegraphic Code (5th and 6th Editions)

All communications must be addressed to the officer named above by title only
and not by name.

FORM. : THE SECRETARY TO THE GOVERNMENT OF BANGLADESH
MINISTRY OF COMMERCE
DEPARTMENT OF SUPPLY AND INSPECTION
DHAKA.

Dear Sir/s,

On behalf of the purchaser (name in the schedule) I invite you to tender for
the supply of the stores detailed in the .eovvevvvnsss

Tender Form enclosed. The c¢onditions of contract which will govern any con-
tract made are in Form B.S.35 to 38 as adapted hy Government of Bangladesh
included in the pamphlet entitled "Ministry of Commerce and Foreign Trade”,
"Conditions of Contract" (and the special conditions attached). If you are in
a position to quote for supply in accordance with the requirements stated in
the attached schedule, please ‘submit your quotations to this office on the
prescribed tender form attached. In exceptional case and for adequate reasons
only telegraphic quotations may be considered if confirmed on the prescribed
form within the shortest time for postal delivery.



2. PARTICULARS, SPECIFICATIONS AND DRAWINGS- Tho sources from which stnﬁdard
particulars, specifications and drawing znd tho pamphlet of conditions of
contract can be had are detailed in the appendix.

Specifications and drawings which are not priced publicetlons and marked
"Returnable" Issued in connection with this to should be returned with the
tender failing which the tender may not be considered. Thesec will be relssued
to the contractor whom the contract is made, who will be responsible for their
return after the completion of the contract).

3, PREPARATION OF TENDER ~-(a) The schedule should be returned in tact, whether
you are quoting any ltem of not. Page should not be detached but when items
are not being tendered for, the corresponding space should be deleted by some
such words as "not qu. ing".

(b) In the event of the space on the schedule form being insufficient for the
required purpose, additional pages may be added. Such additional page must be
numbered consecutively, bear the tender no. and be fully signed by you. In
such cases reference to the additional pages must be made in the tendered
form.

(c) 1f any modification of the schedule is considered necessary you should
comnunicate the same by means of a separate letter sent with the Tender.

4, SIGNING OF TENDER - (a) The tender is liable to be igniwed if complete
information .is not given therein or if the particulars and date (if any) asked
for in the schedule to the Tender are not fully filled in, particular atten-
tior wust b2 paid to delivery date and also to the particulars referred to in
the Conditions of Contract as supply has to comply with them.

(b) Individuals signing tender or other documents connected with a contract
nust specify -~

(1) whether signing as "sole proprietor" of the firm or his attorney.

(2) Whether signing as a "registered active partner” of the firm or his attor-
ney

(3) Whether signing for the firm "per precurationed"

(4) In the case of companies and firms registered under the Indian Partnership
Act, as adopted in Bangladesh the capacity in which signing,e.g. Secretary,
Manager, Partner etc. or their attorney and produce copy of document empower-
ing him to do so if called upon to do so.

NOTE- IN THE CASE OF UNREGISTERED FIRMS ALL THE MEMBERS OR AN ATTORNEY DULY
AUTHORIZED BY ALL OF THEM OR THE MANAGER OF THE FIRMS SHOULD SIGN THE TENDER
AND OTHER SUBSEQUENT DOCUMENTS

5. DELIVERY OF TENDER-The original copy of the tender is to be enclosed in a
double cover. The inner cover should be sealed and the enclosed slip should be
pasted on it. The outer cover should bear only address of this office without
any indication that there is a tender within. The right to ignore any tender
which fails to comply with the above instructions is reserved. All out station
tenders should be sent by registered post. Only one tender should be included
in one cover.
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6. LATEST HOUR FOR RECEIPT OF TENDERS - Your tender must reach this office not
later than,ssesieosssrsvisesss on the working day preceding the date of open-
ing of the tender stated in tho schedulo to tendor.

7. OPENING OF TENDER~You arc at liberty to be present or authorise a represen-
tative to be present at the opening of the tender at tho time and date as
specifled in the schedule only in case of tenders of the estimated value of
tk., 5,000 and above.

8. PRICE (i) The price quoted must be net per units shown In the schedule and
must include all packing charges. Refunds on account of returnable packages
(if any), are to be separately spucified. Prices and refunds must be clear
figures and words in Bangladesh currency.

(11) The price must be stated for scach item separately and in addition the
percentage of reduction in the total price for demand should also be quoted,
should an order to that extent be placed with you,

(i11) UNITS-When quotations are made for units other than those specified in
the schedule the relationship should be the Tender, e.g., 1Cwt. ,~12.,440,
n/Imperial gallons 1.0 gallon-4/5 Imperial gallons, etc.

9, DELIVERY TERMS-The ﬂelivery of the stores is required as stnted in the
sthedule to tender.

If, hewever, it is not possible for you to give delivery in the period, stat-
ed, p.ease note in the prescribed schedule to form annexed the date by which
you can guarantee to deliver the stores.

10. SAMPLES - Tender samples are not required unless specifically called for.

QUOTATIONS WITHOUT SAMPLES WHERE SAMPLES ARE SPECIFICALLY CALLED FOR ARE
LIABLE NOT TO BE CONSIDERED.

Samples of what you offer to supply should not be less than the quantity
necessary for test given in the specification. If any in the schedule to
tender. Each sample should have a card affixed to it with-

(a) Your name and address

(b) Tender No.

(c) Late of opening of the Tender .

(d) Item No. against which tendered

(e) Any other description if necessary written clearly on it. The samples
should be sent to the Inspector or other officer (named is the schedule to
tender) to reach him by the date specified in the schedule. The cost and
freight of sending the samples shall be borne by you and there will be no
obligation on the part of the Receiving Office for their safe custody.

Samples received late are liable to be ignored .

If the samples are sent by Railways parcel, the Railway Receipt should be
posted separately to the address to which the samples are sent (under a cover-
ing letter giving the necessary particulars to enable the addresses easily to
connect the Railway Receipt with the parcel) and not enclosed with the tender
documents. Samples submitted with tender which have not been accepted, will if

y
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they have not been destroyed during testing be delivered Lo your represento~
tive if he calls for them or can Le returned direct to yon at your cost pro-
vided the application for return is made to the officer to whom the samplen
are sent, within one month of the date fixed for the opening of the tender or
wfter notification of cancellation of demand. If no application is roceived
within the due date, the samples will be dispomed of by public auction and the
sale~proceed credlited to flovernment.

11, EXAMINATION OF PATTERNS OF CERTIFIED SAMPLES - When sealed patterns of
stores are mentioned Iin the schedule to the tender form or speclification
these, or certified sampleos thereof, may be seen at the place stated in the
schedule to tender and should be examined by a competent person on ycur behall
{who should take this Invitation with him) before the render is submitted.

12, PACKING-Unless a method of packing is indicated in the specification or in
the schedule to the tender form, the method of packing which the contractor
proposes to employ must be described in the schedule to the tender form,
Contractors are at liberty to quote for additional alternative size and de-
scription of packs and these must be described In the schedule to tender.

13. The Secretary, Ministry of Commerce and Foreign Trade does not pledge
himself to accept the lowest or any tender and reserves to himself the right
of accepting the whole'or any part of the tender or portion of the quantity
offered and you shall supply the same at the rate quoted. You are at liberty
to tender for the whole or any portion or to state in the tender that the rate
quoted shall apply only if the entire quantity is taken from you,

14, Acceptance by the purchaser will be communicated by telegram, express
letter of acceptance or formal ’Acceptance of Tender' B.S. Form No. 15. In
case where acceptance is communicated by telegram, or express letter, the
formal acceptance of tender will be forwarded to you as soon as possible but
the instructions contained in the telegram or express letter should be acted
upon immediately.

For and on behalf of the PRESIDENT

of the People's Republic of Bangladesh.

APPENDIX TO INVITATION TO TENDER

SOURCES OF SUPPLY OF STANDARD SPECIFICATIONS AND DRAWINGS AND PAMPHLETS CON-
TAINING CONDITIONS OF CONTRACT.

Arrangements are being made to revise and reprint S&D/PRS specification. Unit
copies of SD/PRS specification are available. The following arrangements have
been made to provide facilities to prospective tenderers to consult S&D/PRS
specifications and drawing :~

I. ISD/IRS/S&D/PRS SPECIFICATIONS-Tenderers .should approach the Director of
Supply and Inspection (Inspection V¥ing), Government of Bangladesh and the
Controller of Inspection, Chittagong.

II. ISD/S&..DRAWINGS-Can be seen at the office of the Director of Supply and
Inspection (Inspection Wing), Dhaka.

11I. IRS/PRS DRAWINGS-The contractors should approach the Railway Division
Officer, Controller of Stores, Railways whose area the supply is required.

1



{Directorats of Supply and Inspoction)

B.9.R,28
TENDER NO.
Contractor’s Telegraphic
AddroBs. cvveivtosrennenrnnns

Telephone No. vevivevsnrenns
Code uaed....n..............
From

To

The Secretary to the Government of the People'’s
Republic of Bangladesh

Ministry of Commerce, Department of Supply

and Inspectlion,Dhaka.

Dear Sir,

1/We hereby offer to supply to the Secretary, Ministry of Commerce (Department
of Supply & Inspection) the stores detailed in the schedule hereto -or such
portion thereof as you may specify in the Acceptance of Tender at the Prices
ginn in the said schedule and agree to hold this offer open
t'l'll..’.ll‘ll.t.‘l.l"'l."l

1/We shall be bound by a communication of acceptance dispatched within the
prescribed time.

2. I/¥e have understood the instructions to Tenders and Conditions of Contract
in No. Form B.S. «vesss.. included in the pamphlet entitled "Ministry of
Commerce Conditions of Contract", as adopted by the Governuent of Bangladesh
and have thoroughly examined the specification/drawing and/or Pattern quoted
in the schedule hereto am/are fully aware of the nature of the stores required
and my/our offer is to supply stores strictly in accordance with the require-
ments.

The following pages have been added t0.eersvererenrnverrornorenns
of tl]is tenderl"..".l.....‘l.ll'.l'l‘..'l’ LI B IR B B B IR I B B

" Yours faithfully,

Here paste coupon in case ' ¥*(Signature of Tenderer)

where coupons are supplied

to Contractors on payment. AdAress,ceessserrsrrasraonssas
Dated ......-..........198
Signature of Witness..ievveversnes
Address. cesessresssocensnsronnss

Strict compliance with para, 4 of the Invitation to
Tender is essential.

1
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[For Imported Btores oulyl
B.9.29

SCHEDULE TO TENDER NO,
DUE BY.""'lllloN'IOll'.lll.'l"
TIME AND DATE OF OPENING OF TENDER AT +vovvuusedONevvivvviney
The tender shall remain open for acceptance till

Item Description Specification Number Accoun~ Price Parcen~ Total
No. of Guods No.of other Or ting per unit tage of value
paper parti-~ quantity unit C&F commi~- (in Tk)

culars (in Tk) ssion C&F

F.0.R. included Ctg.
F.0.R.

(The special Instructions and conditions of the Contract applicable to this
Tender are attached to this Schedule).

NOTES

1, The price must be firm in respect of Foreign Exchange as well as Taka
portion and given in Bangladesh Taka on C&F, Chittagong basis, if not offered
ex-stock. The calculations must be made Taka 1=

Tenders quoting in other than Starling currency must indicate clearly the
tutal value of stores in the currency of the country of origin, the equivalent
rate in Bangladesh Taka and the rate of exchange thereof.

2, The percentage of Agency commission should be included in the price quoted
and should clearly be stated which will be paid by A.G. Bangladesh, Dhaka, in

Bangladesh currency.

3. Quantity offered by Tender-Tenders should, if not in a position to quote
for entire quantity and for delivery as required, state speci?ically the
quantities which they can deliver at the price auovted and according to the
required delivery. Silence ol the point will enfail responsibility for supply
at the quoted price of full quantities.

_ 4. The valldity of quotation must remain in ' 'rce at indicated above.
&, The tenderer must submit this form duly signed along with their offer if

quoted on separate sheets.

10
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6, Tho Stores are to bo suppliod a8 per condltions of contract !ald down in
DGS & D Form No. B,8,39 and as adapted by the Government of Bangladesh.

7. Payment for stores on forward dollivery basis and belng imported from abroad
would be made through L/C for the net C & F value only excluding commission,

8. Quotations must be in the same unit as shown abovo.

9, Tenderers must give full name and address of the manufacturers and the name
and address of the beneficlary in whose favour of L/C is to be open, falling
which the quotation is liable to be ignored altogether.

10, No deviation after the quotation has been accepted and A/T issued would be
allowed., In case there are any deficlencies in the tender enquiry and these
are of a nature clarification of which is ossentlal before taking the order in
hand, these deficiencies must be pointed out in the quotation itself, failing
which and for subsequent consequential delay tho firm would be responsible.

N.B.-Tenders not complying with the above instructions
are liable to be ignored.
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[Diroctorate of Supply and Inspection]

TENDERERS MUST GIVE SPECIFIC ANSWERS AGAINST EACH
OF THIS FOLLOWING QUESTIONS

1. Whether stores offered conform to particulars
quoted on the reverse if not detalls of deviations
must be stated here :

2. (i) Brand :
(11) Name and address of manufacturer:
(1i1) Station of manufacture :

3. Earliest date by which delivery can be effected:

=

« Guaranteed date of delivery :

G. Packing it is proposed to employ, whether
specification packing will be adhered to :

6. Whether sample submitted :

7. Gross welght of each consignment :
Net weight of each Item ©

8. Insurance charges against breakage or
loss Jin transit up to destination at :

9, Whether you agree to the inspection
clause as stipulated :

10.Stock in hand at the present time consist of-
(a) Held by us :
(b) Held by M/S.:
over which we have secured an option:

11.8tocks en route to Bangladesh:

12.If the stores offered are manufactured
in India/Bangladesh whether all the raw
materials, components,etc, used in their
manufacture are also produced in India/
Bangladesh, If not, give details of mat-
erials,components, etc, that are imported
and their countries of origin.(Approximate
cost of stores manufactured in each country
should be given if more than one country in
concerned).

13.Raw materials are held in stock sufficient :
for the manufacture of :



14.%hether the price tendered by you s to
the best of your knowledge and bellef,
and more than the price which it is per-
migcible for you to charge a private pur-
chaser for the same class and description
of goods under the provisions of any law
for the time being in force :

15.Business~-name and constitution of tendering
firm 1f the firm is rogistered under-
(1) the Companies Act, 1932;
(11) the Partnership Act, 1932;
(Please give full names)
(11i) Any Act, (if not) who are owners;
(Please give full name).

13
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APPENDIX - E

NOTIFICATION
OF
THE MINISTRY OF COMMERCE
‘ RE : STANDARD OF RICE
IN EFFECT AS FROM JANUARY 30, B.E. 2517

‘ . PUBLISHED BY

RICE INSPECTION COMMITTEE
BOARD OF TRADE OF THAILAND

(BANGKOK)
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(UNOPFICIAL TRANSLATION)
NOTIPICATION OF THE MINISTRY OF COMMERCH

RE : STANDARD OF RICE

CHAPTER I General Provisions

1. RICE STANDARD means the quality of rice which is set according to its
varletios and grades. The quality iz determined by the types of grains, grain
composition as well as milling degree set for each varlety and grade of rice.
The quality of rice may differ from season to season; and, thus, for the sake
of comparison, standard rice samples will be established from time to time.

2. RICE means milled rice which includes cargo rice, white rice, glutinous
rice, and boiled rice, whether it be whole grain, head rice, big brokens or
swall brokens.

2.1 Cargo Rice (LOONZAIN RICE, BROWN RICE, HUSKED RICE) means rice obtained
from non-glutinous paddy or glutinous paddy of which only the husk has been
removed. The includes its whole gralin, head rice, big broksns, and small
brokens.

2.2 White Rice means rice obtained from non-glutinous paddy which has been
husked and milled white by removing its bran layers. This 1ncludes its whole
grain, head rice, big brokens and small brokens. R

2,3 White Glutinous Rice means rice obtained from glutinous paddy which has
been husked and milled white by removing its bran iayers. This includes its
whole grain, head rice, big hrokens, brokens and small brokens.

2.4 Bolled Rice means rice obtained from the milling of non-glutinous paddy
which, prior to the milling, has undirgone the process of soaking, steaming
and drying. It is called "Boiled Rice" if its bran layers are entirely re-
moved, and "Cargo Boiled Rice" if only its husk has been removed.

3. GRAIN CLASSIFICATION means the proportional mixture of rice of different
classes to form up a grade. Rice kernel is divided into four classes, namely.

3.1 Extra Long Graih shall be the whole grain having the length of more than
7.0 mm.

3.2 Long Grain shall be the whole grain having the iength of more than 6.6 mm,
but not more than 7.0 mm.

3.3 Medium Grain shall be the whole grain having the length of more than. 6.6
mm, but not more than 6.6 mm.

3.1 Short Grain shall be the whole grain having the length of 6.2 mm or less.
1. PARTS of KERNEL. The whole kernel is divided into ten equal parts.
5. SIZES of KERNEL. Rice kernel is divided into five sizes, namely.

15
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8.1 Whole Grain means the full kernel without any broken part,

6.2 Head Rice means the kernel that retains the length of 8/10th or more of
the average length of the unbroken kernel, after elther head or tall part or
both is broken. The remalning length shall be as specified tor each grade
under this Standard.

5.3 Blg Brokens means the broken kernel having its length of 5/10th or more of
the average length of the unbroken kernel as specified for each grade under
this Standard but at any rate, the length of the kernel must be less than that
of head rice.

6.4 Brokens means the broken kernel having its length of 2.5/10th or more of
the average longth of the unbroken kernel as specitied for each grade under
this Standard but at any rate, the length of the kernel must be less than that
of big brokens,

5.5 Small Brokens means, the broken kernel having its length less than 2.5/10th
of the average length of the unbroken kernel and having the length conforming
with the grnde of small brokens as specified under this stundard.

6. MOISTURE means condenBed vapor in the rice which is measurable.

7. RED STREAKED KERNEL means the kernel which is marked with red lines or part
of such lines on either side of it. The length of the streaks may be equal to

half or more than half of the length of the kernel, but the surface area
formed up by the streaks ghall be less than 25% of the area of the kernel.

8. RED KERNEL means the kernel having 25% or more of its surface area covered
with outer red bran layer.

9. CHALKY KERNEL means the kernel with half or more of the surface area of
which is white like the color of chalk.

10. DAMAGED KERNEL means the kernel of which the quality is obviously deterio-
rated by heat, water,disease or other causes.

11, YELLOW KERVEL means the kernel having certain parts which have turned
yellow.

12. PADDY meons rice encased in its husk. .
13, SHRIVELED KERNEL means an unusually slender kernel

14, IMMATURE KERNEL means a light green kernel obtained from paddy not yet
fully matured.

15, SPLIT KERNEL means a kernel that breaks lengthwise into parts. The part
with B0X or more of its whole area shall be regarded as head rice and the
lesser part as brokens

16. FOREIGN MATTER means all material other than kernel, bran or paddy.

17. SEED means the whole or the broken seed of any plants other than that of
ordinary rice,

16
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18. anDE of MILLED RICE The milling degree of rice is divided into four,
namely.

18,1 Extra Well Milled means the milling of paddy from which the husk, the

garm, and the outer bran layers together with the inner ones (cargo . nd white

meal) have been completely removed to the extent that the appearance of the
kernel 18 dellcately translucent.

18,2 Well Milled means the milling of paddy from which the husk, the germ and
both of its outer and inner bran layers (cargo and white meal) have been
entirely removed to a degree that the translucence of the kernels is slightly
leas than that of extra well milled rice.

18.3 Reasonably Well Milled means the millin! of paddy from which the husk,
the greater parts of the germ and of both of it outer and inner bran layers
(cargo and white meal) have been removed to a certaln extent that the kernel
presents lts moderate translucence in a degree less than that of well milled
rice.

18.4 Ordinarily Milled means the milling of paddy from which the husk and
certain parts of the germ and the whole parl of 1lts outer bran layers (cargo
meal) have been removed'with somu part of its inner bran layors (white meal)
remain intact. The degree of - its translucenco is moderate and being less than
that of reasonable well milled rice.

19. SIEVE shall be the thick metrl sheet perforated with round holes of dif-
ferent lengths of diameter as follows :

19.1 Sieve No. 8 1/2 is the metal sheet of 0.031 inch thick with round perfo-
ration of 0.092 irch in diameter.

19.2 Sieve No. 8 is the metal sheet of 0,031 inch thick with round perfora-
tions of 0.069 inch in diameter,

19.4 Sieve No. 6 1/2 is the metal sheet of 0.031 inch thick with round perfo-
rations of 0.062 inch in diameter. :
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Addition by authority
CHAPTER 1! Standards of White Rice

The grade of whlte rice includlng white brokens and small white brokens lis

deteralned as follows :
No. 1 White Rice 100X Class A. shall consist of the following elements :

1.1 Head rice : having the length of 8/10th or more the average
length of the unbroken kernel.

Brokens : having the length of 5/10th to less than 8/10th
of the average length of the unbroken kernel,

1.2 Grain claasification shall be composed of: Not less than 70%
of extra long raln, and the rest shall be of long ¢rain for
which not more than 8% of medium grain are allowed.

1.3 drain composition shall be &as follows :
Whole graln not less than 60%

Brokens not more than 4% , and
The rest shall be of head rice.

The following mixtures shall be allowed:
Chalky kernels not exceeding 0.5%
filutinous rice not exceeding 0.5%

Paddy not more than 5 grains per one kg.
(for rice of early crop).

1.4 Mi1ling degree shall be of extra well milled
1.5 Moisture not higher than 14%

No. 2 White Rice 100% Class B. shall consist of the following
elements:

2.1 Size of kernels -
Head rice : having the length of 8/10th or more of the
average length of the unbroken kernel.

Brokens : having the length of 5/10th to less than 8/10th
of the average length of the unbroken kernel.

2.2 Grain classification shall be composed of :
50% of extra long grain (with a tolerance of 5% more of less)

35% of long srain (with a tolerance of 5% more or less),

and the rest shall be of medium grain for which not more
than 5% of short grain are allowed.

18
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APPENDIX -~ F

WEEKLY NATIONAL PROCUREMENT STATUS REPORT (NPR)

Period Covered From : 16.01,91 to 22.01.92
Commodity : Rice

Reglon Rajshahi Khulna Dhaka Chittagong Total (MT)
Godown 91 223 0 0 314
Mobile 0 0 0 0 0
Millgate 0 0 0 0 0
Others 0 0 0 0 0
Total 91 223 0 0 314
Cumulative Procurement Quantity

Region
Godown ° 4,219 ) 0 0 0 4,219
Mobile 0 0 0 0 0

~ Millgate 0 0 0 0 0
Others 0 -0 0 0 0
Total 4,219 17,584 & 867 0 22,670

Procurement Cost
Region Taka in Lakh
Godown 9.14 0.00 0.00 0.00 9.14
Mobile 0.00 0.00 0.00 0.00 0.00
Millgate 0:00 0.00 0.00 0.00 0.00
Others 0.00 0.00 0.00 0.00 0.00
Total © 9,14 22.50 0.00 0.00 31.68
Cumulative Procurement Cost

Region ‘
Godown 426.07 0.00 0.00 0.00 426,07
Mobile 0.00 0.00 0.00 0.00 0,00
Millgate 0.00 0.00 0.00 0.00 0.00
Others 0.00 0.00 0.00 0.00 0.00
Total 426.07 1775.90 87.50 0.00 2289.47

Comnlative: as nar atart of procurement season 15.11.91

Yoy
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Commodity : Paddy
Region Rajsnahi Khulna Dhaka Chittagong Total(MT)
Godown 730 514 3 85 733
Mobile 9 0 0 0 \
Millgate 29,650 0 90 0 29,650
Others 0 0 0 0 0
Total 30,290 514 93 85 30,982
Cumulative Procurement Quantity
Region
Godown 14,491 0 3,399 0 17,890
Mobile 0 0 0 0 0
Millgate 384,969 0 3,435 0 388,404
Others 0 0 0 0 0
Total 399,460 13,308 6,834 2,660 422,262
Procurement Cost
Region ' Taka in Lakh
Godown 47.90 0.00 O.iBV 0.00 4.80
Mobile 0.00 0.00 0.00 0,00 0.00
Millgate 1939,10 5.90 0.00 1945,10
Others 0.00 0.00 0.60 0.00 0.00
Total - 1987.00 0.00 . 6,09 0,00 1949.90
Cumulative Procurement Cost
Region
Godown 950,60 0.00 .222.80 0.00 1173.40
Mobile - 0.00 0.09 0.00 0,00 0,00
Millgate 25253.90 0.00 225.30 0.00 25479.20
Others 0.00 0.00 0.00 0.00 0.C0
Total 448.10 174.50 27700.20

26204.50 . 873.10

Source : FAO Reorganization Project.
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APPENDIX -Q

Bangladesh Form No. 2909 Form No.44(New),(0ld)
(Approved in B.G-P.W.D.
No.39G,dated 3-1-1830)

DEPARTMENT OF COMMUNICATIONS AND WORKS
(Communication and Buildings)
TENDER FOR THE SUPPLY OF MATERIALS
Conditions of Contract

1. The person/s whose ténder may be accepted shall within

days (not exceeding 10) deposit with the Executive Engineer in cash a sum
which with the earnest-money already deposited will equivalent to (10) ten
percent of the total estimated cost of the materials to be supplied under the
contract, as security for the due performance of the contract. Where the
period of the contract exceeds 12 months, Government securities endorsed te
the Executive Engineer of the equivalent value at the current market rate may
be deposited in lieu of cash for the same purpose. All damages payable by the
contractor under the tetms of his contract may be deducted by the Executive
Engineer from, or paid by the sale of a sufficient part of this -security
deposit, or from the interest of any such Government security, or from any
other sums due, or which become due to him by the Government.

2. The Contractor is to deliver the materials on or before the dates mentioned
in the Tender. Failing which he shall be subject to pay or allow one percent
on the total amount of the contract for every day net exceeding ten days that
he shall exceed his time, as and for liquidated damages.

3. In every cash in which the payment or allowance mentioned in clause 2 shall
have been incurred for ten consecutive days, the.Executive Engineer shall have
power either to annual the contract altogether, or to have the supply complet-
ed without further notice at the Contractor’s risk and expense, as he may deem
best suited to the interests of Government, and the Contractor shall have no
claim to compensation for any loss that he may incur in any way.

4, If the Contractor shall be hindered in the supply of the materials so as to
necessitate an extension of the time allowed in this Tender he shall apply in
writing to the Executive Engineer, who shall grant it in writing, if reasona-
ble grounds be shown for it, and without such written authority of the Execu-
tive Engineer, the Contractor shall not claim exemption from the fine leviable
under clause-2.

5. The Contractor shall give notice to the Executive Engineer or the Sub-
divisional Officer of his intention of making delivery of materials, and, on
the materials being approved a receipt shall be granted to him by the Execu-
tive Engineer or Sub-divisional Contd.Appendix -G

Officer, and no material will be considered as delivered until so approved.

5. On the completion of the delivery of materials, the Contractor shall be
furnished with a certificate to that. effect, but the delivery will not be
considered complete until the Contractor shall have removed all rejected
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materials, and shall have the approved materials stacked or placed in such
position as may be pointed out to him.

7. The materials shall be of the best description and in strict accordance
with the specification, and the Contractor shall receive payment for such
materials only as are approved and passed by the Executive Engineer or the
Sub-divisional officer.

8. In the event of the materials being considered by the Executive Engineer to
be inferior to that described in the specification, the Contractor shall, on
demand in writing, forthwith remove the same at his own charge and cost, and
in the event of his neglecting to do so with such period as may be named by
the Executive Engineer or the Sub-divisional officer, that Officer may have
such rejected materials removed at the Contractor’s risk and expense, the
expense incurred being liable to be deducted from any sums due or which may
become due, to the Contractor.

9., If the Contractor or his work-people break or deface any building, road,
fence, enclosure or grass land, or cultivated land, he shall make good the
same at his own expense, and in the event of his refusing or failing to do so,
the damages shall be repaired at his expense by the Executive Engineer, who
shall deduct the cost from any sums due or which may become due, to the Con-
tractor. '

10. The Contractor shall supply at his own expense all tools, plant and imple-
ments, required for the due fulfillment of his contract, and the material
shall remain at his risk till the date for final delivery unless it shall have
been in the meantime removed for use by the Executive Engineer or the Sub-
divisional Officer.

11. This contract shall not be sublet without the written permission of the
Executive Engineer. In the event the Contractor subletting his contract
without such permission he shall be considered to have thereby committed a
breach of contract, and shall forfeit his security deposit and shall have no
claim for any compensation for any loss that may accrue from the materials he
may have collected or engagements entered into,

12, The decision of the Superintending Engineer for the time being shall be
final, binding and conclusive on all questions relating to the meaning of the
specification,
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Contd. Appendix -G

TENDER FOR THE SUPPLY OF MATERIALS

~ *The undersigned do hereby tender for the supply of the Materials

described in the following specification subject to the condi

tions hereunto annexed

Descri- Total Places at Quanti- Dates Rates at ‘Total Rem-
tion or quanti- which to ties to by which which ar- Unit cost arks
specifica- ties be deliv- be deli~ delivery ticles of each
tion of of each ered vered at at all are to article
materials to be each places be supp- inclusive
to he supplied place must be lied in- of every
supplied completed clusive demand

of every

demand

Tender accepted
on behalf of the
President of the
People’s Republic

of Bangladesh

Signature of the Officer
by whom the Tender is
accepted ~--=-==m-veon--
Dated e LI EEIOENILOEIYLTYE

The vevevevnsnesdld

Should this Tender be accepted (a) hereby to abide
by and fulfill all the terms of the above specific-
ation and all the conditions of contract annexed
hereto ,or,in default thereof,to forfeit and pay
to the President of the Bangladesh or his success-
ors, the penalties or sum of money mentioned in

the said conditions.

The sum of TKevuesvsss.in currency notes is here
with forwarded as earnest money to be absolutely
forfeited to the said President or his successor
should(a) -not deposit the full amount of security,
in accordance with clause 1 of the Conditions of
Contract,in the event of his Tender being accepted

Signature vvovsiiseeerrisesctasisrrenans
AdAreSs tevevetsoncersrcsncsssntonsens

Signature of witness to Signature Of Tender.eeiesseseovesrorsssostessvsonnass

Dated oonooonutootlQ-couvoloo

Address.....................t.........

n
™
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GENER~'. RULES AND DIRECTIONS FOR THE GUIDANCE OF CONTRACTORS

1.

In the event of the Tender being submitted by a firm, it

must be signed separately by each member thereof, or in the event of the
absence of any partner it must be signed on his behalf by a person holding a
power-of~ Attorney authorizing him to do so.

2. Receipts for payments made to a firm must be signed by the several part-
ners, except in the case of well-known and recognised firms, and except where

the Contractors are described in their tender or contract as a firm.

30
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The amount of earnest-money to be deposited will be -

If the amount of the tender does not exceed Tk.2,000..Tk. 50
If exceeding Tk. 2,000 and not exceeding Tk.5,000..Tk.100

Ditto Tk. 5,000 Ditto Tk.10,000..Tk.200
and for each additional Tk. 5,000 or portion of
5,000 a further sum of Tk.100

and such earnest-money is to be deposited in currency notes.

All tenders received wi'll be opened by the Executive Engineer
or the Sub-division Officer at the time specified in the

presence of any tenderer who may be at the Executive Engineers

or the' Sub-divisional Officer’s Office at the time.

The Executive Engineér or the Sub-divisional Officer reserves
the right to reject any or all of the tenders without assign-
ing any reason and to accept any tender in whole or in part.
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APPENDIX -l
PANK_LETTER OF CREDIT FORM(OPTIMIZED FOR INLAND USE)

BANK LIMITED irrevocable
DHAKA Documentary Credit
BANGLADESH Freely Negotiable in
Beneficiary's Country
No.
Transmitted through
Messers
(Name and Address of Beneficiary) s BANK LTD
Bangladesh _ BANGLADESH
All Foreign Bank charges out side/inside
- Bangladesh are on Beneficiary's account
Dear Sirs,

At the request of Messrs (openers name and address)

We hereby establish our irrevocable Documentary Credit in your favour for the
amount Ofcco-c'uo-o.-u-o".---o-n»n-cuooc-unl-o»-o. '

available by your manually signed drafts drawn on importer at....

purporting to be : (Commodity with specifications)

accompanied by the following documents :-

Your manually signed original invoices in octuplicate certifying merchandise
to be of Bangladesh origin.Full set of clean "Shipped on board" Ocean Bills of
Lading drawn or endorsed to the order of Bank showing freight prepaid and
marked notify openers and us.

Short form/Blank Back-Bills of Lading and invoice exceeding this credit amount
not acceptable. A copy of shipment advice sent to Insurance Company.(In case
of inland use the above documents are not necessary)

Partial shipment Allowed Transshipment (Prohibited)
Insurance covered-by openers beneficiary. All shipments under this credit must

be advise by you inmediately after shipment direct to
M/s. .

and to the openers,'referring to

Cover Note No,—~——————— giving full details of shipments
Shipment (s) from———————to by steamer (not necessary)

‘All documents to evidence shipments as indicated above.

Bills of lading must be dated not before the date of this credit and not
letter than -

Bills of Exchanges must be negotiated within ..days from the of bills of
lading but not latter than

in the Country of Beneficiary.



! Goods are importable under the following' LCA and Registration Numbers which
. should appear on invoices :

. LCA No.(s) Regn.No, (a)(Not necessary for

Other terms and conditions H inland use)

e Dratta must be marked Drawn under ......Bank Credit No. .v.u44s
_and ‘amounts thereof endorsed on this letter of credit of Negotiating Bank.

" We. hereby agree with drawers, endorsers and bonafide holders of drafts drawn
under and in' compliance with the terms of this Credit that the same shall be
. 'duly honored on due presentation. This credit is subject to Uniform Customs
- ‘and .Practice for Documentary Credits (1983 Revision), Iuternational Chamber of
" Commerce Publication No. 400, ———
: CARE : Inform us within SEVEN days
" ssesesiesBANK Jof any discrepancy otherwise it
will be assumed that captioned L/C
advised by us is in order

Letter of Credit No. —_— Dated :
OTHER TERMS AND CONDITIONS :[Specific for inland usel

Documents to accompany original delivery receipt (s) duly
signed by the buyers authorized representative whose
signature must be verified-by the L/C opening Bank confirming
. that goods have been received at their warehouse.

1

2. Documents must accompany your certificate stating that
.specification, quantity,quality, packing, marking, rate
and all other details are, as per your Proforma Invoice/Tender
Noetooossonsens .dutedDCQOOQOOOO and that all terms and
conditions thereof have been complied with.

¥ , o 3. All documents except bill of exchange must quote Tender No—

. 4, Inspection certificate issued by representative of M/S.
sesvesenrsssenns Hhose’ Bignature Ilust be Verified b}' L/c
opening Bank must accompany the documents.[Inspection
Certificatel

5; INSTRUCTION FOR THE NEGOTIATING BANK :
. We shall arrange remittance of procéeds to you in egvt.
- Taka on maturity only provided documents
Ll negotiated are in order and strzctly complying with the
@. . . ‘terms of this credit.

‘ "6, (Additional terms may be inserted as per tender/cwntract
conditions) ‘
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. APPENDIX - 1
S 'UNIFORM CUSTOMS AND PRACTICE Fok

. DOCUMENTARY CREDITS (1983 REVISION)-
EFFECTIVE OCTOBER 1, 1984

Internatlonal Chamber of Commerce, Paris,Publication No.400.

Contents . Articles(s)
l A. General provisions.and definitions 1-6
B. Form and notification of credits 7-14
C. Liabilities and responsibilities 15-21
b. Documents 22-42
":Dl. Transport documénta 25-34
51 Dﬁ..Insurance documents . 35-40
: D3{‘Comnerciar invoice | 41
TH Othér documents ‘ ' 42
E..Miscgllaneous pfovisions - 43-53
Quantity and amount : 43
Partial drawings «-d/or shipments 44

Dfawings and/or shipments by 1n§ta11men§s 45

" Expiry date and presentation’ 46-49
Loading on board,dispatch and taking

in charge (shipnent) i 50

Date terms , 51-53

- F. Transfer - . 54-55

B Assignment of proceeds "' b5

L A GENERAL paovrsxous AND DEFINITIONS
v Article 1

x.These articles apply to all documentary credits, 1nclud1ng, to the extent to
. which they may be- applicable,. standby letters of credit, and are binding on
hall parties: thereto unless otherwise expressly agreed. They shall be incorpo-
“rated into each documentary credit by wording in the credit indicating that
“'such credit is. issued subject to Uniform Customs and Practice for Documentary
eredits, 1983 revlsion, xcc Publication No. 400 .
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the purpoaee of theae articles, the expressions "documentary credit(s)"
. “gtandby. letter(s) of credit" use herein (hereinafter referred to as
credlt(a)" -mean ' any arrangement,however named or described, whereby a bank
the lasulng bank), acting at the request and on the instructions of a custom-
er: (the applicant for the credit).

i) ls to. make a payment to or to the order of a third party (the
\ eneflclary), or is to pay or accept bills of exchange (drafts) drawn by the
”beneflclary,

o :
j(ll) authorlzee another bank to effect such payment, or to pay, uccept or
,;negotlate auch bills of exchange {drafts), )

' f-against stlpulated -documents, provided that the terms and condltions of the
= credlt are complied with, E

5;;Art1cle 3. X

o V'Credlts, by their nature, are separate transactions from the sales or other
v contract(s) on which they may be based and banks are in no way concerned with
.7 vor bound by such contract(s), even if any reference whatsoever to such con-
- tract(s) in’ included in the credit.

dArtlcle 4. L

f;fln credit operaticns all partiee concerned deal in documente, and not 1n
. goods,’ aerviees and/or other performancee to which the documents may relate.

vlLlArtlcle 5.

ﬁ;'fInstructlons for the 1ssuance ‘of credits, the credits themselves, instructions
" for any: amendments ‘thereto and the amendments themselves must be complete and

‘. precise.

ffcln order. to guard against confusion and mlsunderstanding, ‘banks should dis-
... courage any attempt to include excessive detail in the credit or in any amend-
. ment thereto. . :

»aArticle 6'

‘~A beneficlary can in no case avail himself of the contractual relatlonships‘
%existlng ‘between the banks or between the applicent for the credit and the
1iasu1ng bank.p;r .

28 ¢

A




‘Contd. Appendix -I

B. FORM AND NOTIFICATION OF CREDITS
Article 7 :

(a) Credits may be either

i. revocable, or
ii, irrevocable,

(b) All credits, therefore, should early indicate whether they are revocable
or irrevocable.

(c) In the absence of such indication the credit shall be deemed to be revoca-
ble.

Article 8 :

A credit may be advised to a beneficiary through another bank (the advising
bank) ‘without engagement on the part of the advising bank, but that bank shall
take reascriable care to check the apparent authenticity of the credit which it
advises.

Article 9 :

(a) A revocable’ credit may be amended or canceled by the issuing bank at any
moment and without prior notice to the beneficiary.

(b) However; the issuing bank, is bound tu :

(i) reimburse a branch or bank with which a revocable credit has been made
available for sight payment, acceptance or negotiation, for any payment,
acceptance or negotiation made by such branch or bank prior to receipt by it
of notice of amendment or cancellation, against documents which appear on
their face to be in accordance with the terms and conditions of the credit.

(1i) reimburse a branch or bank with which a revocable credit has been
made available Zor deferred payment, if such branch or bank has, prior to
receipt by it of notice amendment or cancellation, taken up documents which
appear on their face to be in accordance with the terms and conditions of the
cred1t.

Article 10:

(a) An irrevocable credit constitutes a definite undertaking of the issuing

bank, provided that the stipulated documents are presented and that the terms
and conditions of the credit are complied with:

' b a‘(ii) if the credit provides for sight payment-to pay, or that payment will
e made ; ,

(ii) if the credit provides for deferred payment-to pay, or that payment
will be made, on the date(s) on the date(s) determinable in accordance with
the stipulations of the credit ; .
Contd. Appendix -I
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{111) if the credit provides for acceptance to accept drafts drawn by the
benefliclary if the credit stipulates that they are to be drawn on the issuing
bank,or to be responsible for their acceptance and payment at maturity if the
credit stipulates that they sre to be drawn on the applicant for the credit or
any other drawer stipulated in the credit;

(iv) 1f the credit provides for negotiation-to pay without recourse to
drawers and/or honafide holders, draft(s) drawn by the beneficiary at sight or
" at a tenor, on the applicant for the credit or on any other drawn stipulated
in the credit other than the lssuing bank itself, or to provide for negotia-
tion by another hank and to pay, as above, i{f such negotiation is not effect-
ed,

(b) When an issuing bank authorizes or requests another bank to confirm its
irrevocable credit and the latter has added its confirmation, guch confirma-
tion constitute a definite of such bank (the confirming bank),in addition to
that of the issuing bank, provided that the stipulated documents are presented
and that the terms and conditions of the credit. are complied with:

(1) if the credit provides for sight payment-to pay, or that payment will
be made ; '

(ii) if the credit brovides for deferred payment-to pay, or that' payment
will be made, on the date(s) determinable in accordance with the stipulations
of the credit.

(iii) if the credit provides for acceptance-to accept drafts drawn by the
beneficiary if the credit stipulates that they are to be drawn on the confirm-
ing bank, or to be responsible for their acceptance and payment at maturity if
the credit stipulates that, they are to be drawn on the applicant for the
credit or any other drawn stipulated in the credit; .

(iv) if the credit provides for negotiation-to negotiate without recourse
to drawers snd/or bonafide holders, draft(s) drawn by the beneficiary, at
sight or at a tenor, on the issuing bank or on the applicant for the credit or
on any other drawn stipulated in the credit other than the confirming bank
itself. : ’

(c) If a bank is authorized or requested by the issuing bank to add its con-
firmation to a credit but is not prepared to do so, it must so inform the
issuing bank without delay. Unless the issuing bank specifies otherwise in its
confirmation authorization or request, the advising bank will advise the
credit to the beneficiary without adding its confirmation.

(d) Such undertakings can neither be amended nor canceled without the agree-
ment of the issuing bank, the confirming bank (if any), and the beneficiary.
Partial acceptance of amendments contained in one and the same advice of
amendment is not effective without the agreement of all the above named par-
ties.
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Contd. Appendix -I
Article 11 :

(a) All credits must cleaerly indicate whether they are available by payment,
by deferred payment, by acceptance or by negotiation.

(b) All credits muet nominate the bank (nominated bank) which is authorized to
pay (paying bank), or to accept drafts (accepting bark), or to negotiate
(negotiating bank), unless the credit allows negotiation by any bank (negoti-
ating bank).

(c) Unless the nominated bank is the issuinz bank or the confirming bank its
nomination by the issuing bank does not constitute any undertaking by the
noninated bank to pay, to accept, or to negotiate,

{d) By nominating a bank other than itself, or by allowing for negotiation by
any bank, or by authorizing or requesting a bank to add its confirmation, the
issuing bank authorizes such bank to pay, accept or negotiate, as the case may
be against documents which appear on their face to be in accordance with %he
terms and conditions of the credit, and undertakes to reimburse such bank in
accordance with the provisions of these articles. '

Article 12 : '

(a) When an issuing bank instructs a bank (advising bank) by any teletran-
scription to advise a credit or an amendment to a credit, and intends, the
mail confirmation to be the operative credit instrument, or the operative
amendment, the teletranscription must state "full details to foliow' (or words
of similar effect), or that the mail confirmation will be the operative credit
instrument or the operative amendment. The issuing bank must forward the
operative credit instrument or the operative amendment to such advising bank
without delay.

(b) The teletranscription will be deemed to be the operative credit instrument
or the operative amendment, and no mail confirmation should be sent, unless
the teletranscription states "full details to follow" (or words of similar
effect), or states that the mail confirmation is to be the operative credit
instrument or the operative amendment.

(c) A teletranscription intended by the issuing bank to be one operative
credit instrument should clearly indicate that the credit is issued subject to
Uniform Customs and Practice for Documentary Credits, 1983 revision, ICC
Publication No. 409,

(d) If a bank uses the services of another bank or banks (the ndvisiné bank)
to have the credit advised to the beneflciary, must also use the services of
the same bank(s) for advising any amendments.

(e) Banks shall he responsible for Any consequences arising from their failure
to follow the procedures set out in the preceding paragraphs.

11/



Contd. Appendlx-I
Article 13 :

Whon a bank is instructed to issue, confirm or advise a credit similar in
terms to one previously lssued, confirmed or advised (similar credit) and the
previous credit has been the subject of amendment(s), it shall be understood
that the similar credit will not include any such amendment(s) unless the
instructions specify clearly the amendment(s) which is/are to apply to the
similar credit. Banks should discourage instructions to issue, confirm or
advise a credit in this manner.

Article 14 :

If incomplete or unclear instructions are received to issue, confirm, advise
or amend a credit, the bank requested to act on such instructions may give
preliminary notif{ication to the beneficiary for information only and without
responsibility. The credit will be issued, confirmed, advised or amended only
when the necessary information has been received and if the bank is then
prepared to act on the instructions. Banks should provide the necessary infor-
mation without delay, ’

C. LIABILITIES AND RESPONSIBILITIES
Article 15

Banks must examine all documents with reasonable care te ascertain that they
appear on their ‘face to be in accordance with the terms and conditions of the
credit. Documents which appear on their face to be inconsistent with one
another will be considered as not appearing on their face to be in accordance
with the terms and conditions of the credit.

Article 16 :

(a) If a bank so authorized effects payment, or incurs a deferred payment
undertaking, or accepts, or negotiates against documents which appear on their
face to be in accordance with the terms and conditions of a credit the peacty
giving such authority shall be bound to reimburse the bank which has effzcted
payment, or incurred a deferred payment undertaking or lias accepted, or nego-
tiated and to take up the documents.

(b) If, upon receipt of the documenis, the issuing bank considers that they
appear on their face rut to be in accordance with the terms and conditions of
the credit, it must determine, on the basis of the documents alone, whether to
take up such documents, or to refuse them and claim that they appear on their
face not to be in accordance with the terms and conditions of the credit.

(c) The issuing bank shall have a reasonable time in which to examine the
documents and to determine as above whether to take up or to refuse the docu-
ments. ’

32

[]#)
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(d) If the issuing bank decides to refuse the documents, it must give notice
to that effect without delay by telecommunication or if that is not possible,
by other expeditious means, to the bank from which it received the documents
(the remitting bank), or to the beneficiary, if it received the documents
directly from him. Such notice must state the discrepancies in respect of
which the issuing bank refuses the documents and must also state whether it is
holding the documents at the disposal of, or is returning them to, the pre-
senter (remitting bank or the benéficiary, as the case may be). The issuing
bank shall then be entitled to claim from the remitting bank refund of any
reimbursement which may have been made to that bank.

(e) If the issuing bank fails to act in accordance with the provisions of"
paragraphs (c) and (d) of this article and/or fails to hold the documents at
the disposal of, or to return them to, the presenter, the issuing bank shall
be precluded from claiming that the documents are not in accordance with the
terms and conditions of the credit.

(f) If the remitting bank draws the attention of the issuing bank to any
discrepancies in the documents or advises the issuing bank or negotiated under
reserve or against an indemnity in respect of such discrepancies, the issuing
bank shall not be thereby relieved from any of its obligations under any
provision of this article. Such reserve or indemnity concerns only the rela-
tions between the remitting bank and the party towards whom the reserve was .
made, or from whom, or on whose behalf, the indemnity was obtained.

Article 17 :

Banks assume no liability or responsibility for the form, sufficiency, accura-
cy, genuineness, falsification or legal effect of any documents, or for the
general and/or particular conditions stipulated in the documents or superim-
posed thereon; nor do they assume any liability or responsibility for the
description, quantity, weight, quality, condition, packing, delivery, value or
existence of the goods represented by any documents, or for the good faith or
acts and/or omissions, solvency, performance or standing of the consignor, the
carriers, or the insurers of the goods , or any other person whomsoever.

Article 18 :

Banks assume no liability or responsibility for the consequences arising/ out
of deley and/or loss in transit of any. messages, letters or documents, or for
delay, mutilation or other errors arising in the transmission of any telecom-
munication. Banks assume no liability or responsibility for errors in transia-
tion or interpretation of technical terms, and reserve the right to transmit
credit terms without translating then.

Article 19 :

Banks assume no liability or responsibility for consequences arising out of
the interruption of their business by Acts of God, riots, civil commotions,
insurrections, wars or any other causes beyond their control, or by any
strikes or lockouts. Unless specifically authorized, banks will not, upon
resunption of their business, incur a deferred payment undertaking, or effect
payment, acceptance or negotiation under credits which expired during such
interruption of their business.
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Article 20 :

(a) Banks vtilizing the services of another bank or other banks for the pur-
pose of giving effect to the instructions of the applicant for the credit do
so for the account and at the risk of such applicant.

‘(b) Banks assume no liability or responsibility should the instructions they
transmit not be carried out, even if they have themselves taken the initiative
in the choice of such other bank(s).

(c) The applicant for the credit shall be bound by and liable to indemnify the
banks against all obligations and responsibilities imposed by foreign laws and
usages. '

Article 21 :

(a) If an issuing bank intends that the reimbursement to which a paying,
accepting or negotiating .bank is entitled shall be obtained by such bank
claiming on another branch or cffice of the issuing bank or on a third bank
(all hereinafter referred to as the reimbursing bank) it shall provide such
reimbursing bank in good time with the proper instructions or authorization to
honor such reimbursement claims and without making it a condition that the
bank entitled to claim reimbursement must certify compliance with the terms
and conditions of the credit to the reimbursing bank.

(b) An issuing bank will not be relieved from any of its obligations to pro-
vide reimbursement itself if and when rezmbursement is not effected by the
reimbursing bank,

(z) The issuing bank will be responsible to the paying, decepting or negotiat-
ing bank for any loss of interest if reimbursement is not prov1ded on first
demand made to the reimbursing bank, or as otherwxse specified in the credit,
or mutually agreed, as the case may be.

D. DOCUMENTS
Article 22 :

(a) All instructions for the issuance of credits and the credits themselves
and, where applicable, all instructions' for amendments thereto and the amend-
ments themselves, must state precisely the document(s) against which payment,
acceptance or negotiation is to be made.

(b) Terms such as "first class" "well known", "qualified", "independent"
"official”, and the like shall not be used to describe the issuers of any
documents to be presented under a credit. If such terms are incorporated in
the credit terms, banks will accept the relative documents as presented,
provided that they appear on their face to be in accordance with the other
terms and conditions of the credit.

(c) Unless otherwise stipulated in the credit, banks will accept as originals
documents produced or appearing to have been produced :



(i) by reproginphic systems;
{il) by, or as the result of,automated or computerized systems
(iii) as carbon copies,
If marked as originals, always provided that, where necessary, such documents
appear to have been authenticated.

Article 23 :

¥hen documents other than transport documents, insurance documents and commer-
cial invoices are called for, the credit should stipulate by whom such docu-
ments are to be issued and their wording or data content., If the credit does
not so stipulate, banks will accept such documents as presented, provided that
their data content makes it possible to relate the goods and/or services
referred to therein to those referred to in the commercial invoice(s) present-
ed, or to those referred to in the credit if the credit does not stipulate
presentation of a commercial invoice.

Article 24 :

Unless otherwise stipulated in the credit, banks will accept a document bear-
ing a date of issuance prior to that of the credit, subject to such document
being presented within the time limits set out in the credit and in these
articles, .

D1. TRANSPORT DOCUMENTS (DOCUMENTS INDICATING LOADING ON BOARD OR DISPATCH OR
TAKING IN CHARGE)

Article 25 :

Unless a credit calling for a transport document stipulates as such document a
marine bill of lading (ocean bill of lading or a bill of lading covering
carriage by sea), or a post receipt or certificate of posting.

(a) Banks will, unless otherwise stipulated in the credit, accept a transport
document which :

(i) appears on its face to have been issued by a named carrier, or his
agent, and

(ii) indicates dispatch or taking in charge of the goods, or loading on
board, as the case may be, and

(iii) consists of the full set of originals issued to the consignor if
issued in more than one original, and

(iv) meets all other stipulations of the credit.

(b) Subject to the above, and unless otherwise stipulated in the credit, banks
not reject a transport document which :

(i) bears a title such as "Combined transport bill of lading", "Combined
transport document", Combined transport bill of lading or port-to-port bill of
lading”, or a title or a combination of titles of similar intent and officer,
and/or. .
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(ii) indicates some or all of the conditions of carriage by reference to a
source or document other than the transport document itself (short form/blank
back transport document), and/or

(iii) indicates a place of taking in charge different from the port of
loading and/or a place of final destxnntlon different from the port dlschnrge,
‘and/or

(iv) relates to cargoes such as those in Containers or on pallets, and the
like, and/or

(v) contains the indication "intended", or similar qualification, in rela-
tion to the vessel or other means of transport, and or the port of loading
and/or the port of dischacge.

Unless otherwise stipulated in the credit in the case of carfiage by sea by
more than one mode of transport but including carriage by sea, banks will
reject a transport document which.

(i) indicate that it is subject to a charter party, and/or

(ii) indicates that the carrying vessel is propelled by sail only

Unless otherwise stipulated in the credit, banks will reject a transport

_document issued by a freight forwarder unless it is the FIATA Combined trans-
port Bill of Lading approved by the International Chamber of Commerce or
otherwise indicates that it is issued by a freight' forwarder acting a carrier
or agent of a named carrier. .

Article 26 :

If a credit calling for a transport document stipulates as such document
marine bill of lading :

Banks will unless otherwise stipulated in the credit, accept a document which

(i) appear on its face to have been issued by avnamed carrier, his agent,
and :

(ii) indicates that the goods have been loaded on board or shipped on a
named vessel, and

(iii) consists of the full set of originals issued to the consignor if
issued in more than one original, and

(iv) meets all other stipulations of the credit.

Subject to the above, and unless otherwise st1pulated in the credit banks will
not reject a document which:

(i) bears a title such as ’Combined transport bill of lading, "Combined
transport document", Combined transport bill of lading or port-to-port bill of

lading", or a title or a combination of titles of similar 1ntent and effect,
and/or
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(ii) indicates some or all of the conditions of carriage by reference to a
source or document other than the transport document itself (short form/blank
back transport document), and/or

(iii) indicates a place of taking in charge different from the port of
loading and/or a place of final destination from the port of dischargg, and/or

(iv) relates to cargoes such es those in Containers or on pallets, and the
like.

Unless otherwise stipulated in the credit, banks will reject a document which
(i) indicates that it is subject to a charter party, and/or
(ii) indicates that the carrying vessel is propelled by sail only, and/or

(iii) contains the indication "intended", or similar qualification in
related,

* the vessel and/or the port of loading unless such document bear and on board
notation in accordance with article 27(b) and also indicates the actual port
of loading, and/or

* the port of discharge-unless-the place of final destination indicated on the
document is other than the port of discharge, and/or

(iv) is issued by a freight forwarder unless it indicates that it is issued
by such freight forwarder acting as a carrier, or as the agent of a named
carrier.

Article 27 :

(a) Unless a credit specifically calls for an on board transport document, or
unless inconsistent with other stipulation(s) in the credit, or with article
26, banks will accept a transport document which indicates that the goods have
been taken .in charge or received for shipment.

(b) Loading on board or shipment on a vessel may be evidenced either by a
transport document bearing wording 1ndlcat1ng loading on board a named vessel
.or shipment on a named vessel, or, in the case of a transport document stating
"received for shipment" by means of a notation -of loading on board on the
transport document signed or initialed and dated by the carrier or his agent,
and the date of this notation shall be regarded as the date of loading on
board the named vessel or shipment on the named vessel.

Article 28 : }

(a) In the case of carriage by sea or by more than one mode of transport but
including carriage by sea, banks will refuse a transport document stating that
the goods are or will be loaded on deck, unless spec1f1ca11y authorized in the
credit.

(b) Banks will not refuse a transport document which contajins a provision that

the goods may be carried on deck, provided it does not specifically state that
they are or will be loaded on deck.
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Article 29 :

(a) For the purpose of this article transshipment means a transfer and reload-
ing during the course of carriage from the port of loading or place of dis-
patch or taking in charge to the port of discharge or place of destination
either from one conveyance or vessel to another conveyance or vessel within

‘the same mode of transport or from one mode of transport to another mode of

transport.

(b) Unless transshipment is prohibited by the terms of the credit, banks will
accept transport documents which indicate that the goods will be transshipped,
provided the entire carriage is covered by one and the same transport docu~
ment. .

(c) Even if transshipment is prohibited by the terms of the credit, banks will
ccecept transport documents which :

(i) incorporate printed clauses stat1ng that the cerrier has the right to
transshlp, or

(ii) state or indicated that transshipment will or may take place, when
the credit stipulates a combined transport document, or indicates carriage
from a place of taking in charge to a place of final destination by different
modes of transport including a carriage by sea, provided that the entire
carriage is covered by one and the same transport document,: or

(iii) state or indicate that the goods are in a Container(s) trailer(s),
"LASH" barge(s), and the like and will be carried from the place of taking in
charge tu the place of final destination in the same Container(s), trailer(s),
"LASH" barge(s), and the like under one and the same transport document.

(1v) state or indicate the place receipt and or of final destination as
C.E.S. (container freight station) or C.Y. (container yard), at or associated
with, the port of loading and or the port of designation.

Article 30 :

If the credit stipulates dispatch of goods by post and calls for a post re-
ceipt or certificate of posting, banks will accept such post receipt or cer-
tificate of postlng if it appears to have been stamped or otherwise authenti-
cated and dated in the place from which the credit stipulates the goods are to
be dispatched,

Article 31 :

(a) Unless otherwise stipulated in the credit, or inconsistent with any of the
documents presented under the credit, banks will accept transport documents
stating that freight or transportation charges (hereinafter referred to as
"freight") have still to be paid.

(b) If a credit stipulates that the transport document has to indicate that
freight has been paid or prepaid banks will accept a transport document on
which words clearly 1nd1cat1ng payment or prepayment of freight appear by
stamp or otherwise, or on which payment .of freight is indicated by other
means.
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{(c) The words "freight prepayable", or "freight to be prepaid" or words of
similar effect, if appearing on transport documents, will not be accepted as
constituting evidence of the payment of freight.

(d) Banks will accept transport documents bearing reference by stamp or other-
wise to costs additional to the freight charges, such as costs of or disburse-
ments incurred in comnection with, loading, unloading or similar operationms,
unless the conditions of the credit specifically prohibit such reference.

Article 32 :

Unless otherwise stipulated in the credit, banks will accept transport docu-
ments which Lear a clause on the face thereof such as "shippers load and
count" or "sald by shipper to contain” or words of similar effect.

Article 33 :

Unless otherwise stipulated in the credit, banks will accept transport docu-
ments indicating as the consxgnor of the goods a party other than the benefi-
ciary of the credit.

Article 34 :

(a) A clean traonsport document is one which besrs no superimposed clause or
notation which expressly declares a defective condition of the goods and/or
the packaging.

(b) Banks will refuse transport documents bearing such clauses or notations
unless the credit expressly stipulates the clause or notations which may be
accepted.

(c) Banks will regard a requirement in a credit for a transport document to
bear the clause "clean on board as complied with if such transport document
meets the requirements of this article and of article 27 (b).

D2. INSURANCE DOCUMENTS
Article 35 :

(a) Insurancc documents must be a stipuiated in the credit, and must be issued
and/or signed by insurance companies or underwriters, or their agents.

(b) Cover notes issued by brokers will not be accepted, unless specifically
authorized by the credit.

Article 36 :

Unless otherwise stipulated in the credit, or unless it appears from the
insurance document(s) that the cover is effective at the latest from the date
of loading on board or dispatch or taking in charge of the goods, banks will
refuse insurance documents presented which bear a date later than the date of
loading on board or dispatch or taking in charge of the goods as xndxcated by
the transport document(s).

39
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Article 37 :

(a) Unless otherwise stipulated in the credit, the insurance document must be
expressed in the same currency as the credit.

{b) Unless otherwise stipulated in the credit, the minimum amount for which

" the insurance document must indicate the insurance cover to have been effect
is the CIF (cost,insurance and freight, "named port of destination) or CIP
(freight/carriage and insurance paid to "named point of destination) value of
the goods, as the case may be plus 10%, However, if banks cannot determine the
CIF or CIP value, as the case may be, from the documents on their face, they
will accept as such minimum amount the amount for which payment, acceptance or
negotiation is requested under the credit, -or the amount of the commercial
invoice, whichever is the greater.

Article 38 :

(a) Credits should stipulate the type of insurance required and, if any, the
additional risks which are to be covered. Imprecise terms such as usual risks
or customary risks should not be used, if they arz used, banks will accept
insurance documents as presented, without responsibility for any risks not
being covered. :

(b) Failing specific stipulation in the credit, banks will accept insurance
documents as presented, without responsibility for any risks not being cov-
ered.

Article 39 :

Where a credit stipulates "insurance against all risks", banks will accept an
insurance document which contains any "all risks" notation or clause, whether
or not bearing the heading "all risks" even if indicating that certain risks
are excluded, without responsibility for any risk(s) not being covered.

Article 40 :

Banks will accept an insurance document which indicates that the cover is
subject to a franchise or an excess (deductible), unless it is specifically
stipulated in the credit that the insurance must be irrespective of percent-
age,

D 3. COMMERCIAL INVOICE
Article 41 :

(a) Unless otherwise stipulated in the credit, commercxal invoice must be made
out in the name of the applicant for the credit.

(b) Unless otherwise stipulated in the credit, banks may refuse commercial
invoice issued for amounts in excess of the amount permitted by the credit.
Nevertheless, if a bank authorized to pay, incur a deferred payment undertak-
ing, accept, or negotiate under a credit accepts such invoices, its decision
will be binding upon all parties, provided such bank has not paid, incurred a
deferred payment undertaking, accepted or effected negotiation for an amount
in excess of that permitted by the credit.
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(c) The description of the goods in the commercial invoice must correspond
with the description in the credit. In all other documents, the goods may be
described in general terms not inconsistent with the description of the goods
in the credit.

D 4 OTHER DOCUMENTS

Article 42 :

If a credit calls for an attestation or certification of weight in the case of
transport other than by sea, banks will accept a

weight stamp or declaration of weight which appears to have been superimposed
on the transport document by the carrier or his agent unless the credit spe-
cifically stipulates that the attestation or certification of weight must be
by means of a separate document, ’

E. MISCELLANEOUS PROVISIONS
QUARTITY AND AMOUNT
Article 43 :

(a) The words " about","circa" or similar expressions used in connection with
the amount of the credit or the quantity or the unit price stated in the
credit are to be construed as allowing a difference not to exceed 10% more or
10% less than the amount or the quantity or the unit price to which they
refer,

(b) Unless a credit stipulates that the quantity of the goods specified must
not be exceeded or reduced, a tolerance of 5% more or 5% less will be permis-
sible, even if partial shipment are not permitted, always provided that the
amount of the drawings does not exceed the amount of the credit. This toler-
ance does not apply when the credit stipulates the quantity in terms of a
stated number of packing units or individual itenms.,

PARTIAL DRAWINGS AND/OR SHIPMENTS
Article 44 :

(a) Partial drawing and/or shipments are allowed, unless the credit stipulates
otherwise.

(b) Shipments by sea, or by more than one mode of transport but including
carriage by sea, made on the same vessel and for the same voyage, will not be
regarded as partial shipments, even if the transport documents indicating
loading on board bear different dates of issuance and/or indicate different
ports of loading on board.

(c) Shipments made by post will not be regarded as partial shipments if the
post receipts or certificates of posting appear to have been stamped or other-
wise authenticated in the place from which the credit stipulates as goods are
to be dispatched, and on the same date.
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(d) Shipments made by modes of transport other than those referred to in
paragraphs (L) and (c¢) of this article will not be regardeil as partial ship-
ments, provided the transport documents are issued by one and the same carrier
or his agent snd indicate the same date of issuance, the same place of dis-
patch or taking in charge of the goods, and the same destination.

DRAWING AND/OR SHIPMENTS BY INSTALLMENTS
‘Article 45 :

If drawings and/or shipments by installments within given periods are stipu-
lated in the credit and any installment is not drawn and/or shipped within the
period allowed for that installment, the credit cases to be available for that
subsequent installments, unless otherwise stipulated in the credit.

1

EXPIRY DATE AND PRESENTATION
Article 46 :

(a) All credits must stipulate an expiry date for presentation of documents
for payment, acceptance or negotiation.

(b) Except as provided il Article 48.(a), documents must be presented on or
before such expiry date.

(c) If an issuing bank states that the credit is to be available "for one
month" for six months or the like, but does not specify the date from which
the time is to run, the date of issuance of the credit by the issuing bank
will be deemed to be the first day .
from which such time is to .run. Banks should discourage indication of the
expiry date of the credit in this manner.

Article 47 :

(a) In addition to stipulating an expiry date for presentation of
documents,every credit which calls for a transport documents(s)

should also stipulate a specified period of time after the date of
issuance of the transport document(s) during which presentation

of documents for payment, acceptance or negotiation must be made.

If no such period of time is stipulated, banks will refuse documents
presented to them later than 21 day after the date of issuance of the
transport document (s). In every case, however, documents must be
presented not later than the expiry date of the credit.

(b) For the purpose of these articles the date of issuance of a transport
document(s) will be deemed to be:

(i) In the case of a transport document evidencing dispatch or taking in
charge, or receipt of goods for shipment by a mode of transport other than by
air ~ the date of issuance indicated on the transport document or the date of
the reception stamp thereon whichever is the later.

(ii) in the case of a transport document evidencing carriage by air-the
date of issuance indicate on the transport document or, if the credit stipu-
lates that the transport document shall indicate an actual flight date, the
actual flight date as indicated on the transport document,
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(ii1) in the case of a transport document evidencing loading on board a
named vessel-the date of issuance of the transport document or, in the case of
an on board notation in accordance with article 27 (b), the date of such
notation,

(iv) in cases to which Article 44 (b) applies, the date determined as
" above of the latest document issued.

Article 48 :

(a) If the expiry date of the credi* and or the last day cf the period of time
after the date of issuance of the transport document(s) for presentation of
documents stipulated the credit or appiicable by virtue of Article 47 falls
on a day on which on the presentation has to be made is closed for reasons
other than those referred to in article 19, the stipulated expiry date and/or
the last day nf the period of time after the date of usuance of the transport
document(s) for presentation of documents, as the case may be, shall be ex-
tended to the last following business day on which such bank is open.

(b) The latest date for loading on board or dispatch, or taking in charge
shall not be extended by'reason of the extension of the expiry date and/or the
period of time after the date of issuance of the transport document(s) for
presentation of document(s) an accordance with this article. If no such latest
date for shipment is stipulated in the credit or amendments thereto, banks
will reject transport documents indicating a date of issuance later than the
expiry date stipulated in the credit or amendments thereto.

(c) The bank to which preseptation is make on such first following business
day must add to the documents its certificate that the documents were present-
ed within the time limits extended in accordance with Article 48 (a) of the
Uniform Customs and Practice for Documentary Credits,. 1983 revision, ICC
Publication No.400.

Article 49 :

Bunks «ve under no obligation to accept presentation of documents outside
their banking hours.

LOADING ON BOARD DISPATCH AND TAKING IN CHARGE (SHIPMENT)
Article 50 :

(a) Unless otherwise stipulated in the credit the expression "shipment used in
stipulating an earliest and/or a latest shipment date will be understood to
include the expressions "loading on board" dispatch and taking in charge.

(b) The date of issuance of the transport document determined in accordance
with article 47(b) will be taken to be the date of shipment.

(c) Expressions such as "prompt", immediately, as soon as possible and the
like should not be used. If they are used, banks will interpret them as a
stipulation that shipment is to be made within thirty days from the date of
issuance of the credit by the issuing bank.
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(d) If the expression "on or about" and similar cxpressions are used, banks
will interpret them as a stipulation that shipment is to be made during the
period from five days before to five days after the specified date, both end
days included.

DATE TERMS
Article 51 :

The words "to", "unit"," all”, from and words of similar import applying to
any date term in the credit will be understood to include the date mentioned.
The world after will be understood to exclude the date mentioned.

Contd. Appendix-I

Article 52 .

The terms "first half"second half or end of a month shall be construed respec-
tively as from the 1st to the 15th and the 16th to the last day of each month
1nclusxwe.

Article 53 : '

The terms "beginning", "middle", or end of a month shall be construed respec-
tively as from the lst to the 10th the 11th to the 20th and the 21st to the
last day of each month, inclusive.

F. TRANSFER
Article 54 :

(a) A transferable credit is a credit under which the beneficiary has the
right to request the bank called upon to effect payment or acceptance or any
bank entitled to effect negotiation to make the credit available in whole or
in part to one or more other parties (second beneficiaries).

/
(b) A credit can be transferred only if it is expressly designated as trans-
ferable by the issuing bank. Terms such as divisible, fractionnable, assign-
able and transmissible add nothing to the meaning of the term transferable and
shall not be used.

(c) The bank request to effect the tfanéfer (transferring bank), whether it
has confirmed the credit or not, shall be under no obligation to effect such
transfer except to the extent and in the manner expressly consented to by such
bank. .

(d) Bank charges in respect of transfers are payable by the first beneficiary
unless otherwise specified. The transferring bank shall be under no obligation
to effect the transier until such charges are paid.
7/

(e) A transferable credit can be transferred once only tractions of transfera-
ble credit (not exceeding in the aggregate the amount) of the credit can be
transferred separately, provided partial shipments are not prohibited and the
aggregate of such transfer will be considered as constituting only one trans-
fer of the credit. The credit can be transferred only on the terms and condi-
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tion expressed in the original credit, with the exception of the amount of the
credit, of any unlt prices stated therein, of the period of validity of the
last date for presentation of documents in accordance with Article 47 and the
period for shipment, any or all of which may be reduced or curtailed, or the
percentage for which insurance cover must be effected which may be increased
in such a way as to provide the amount of cover stipulated in the original
credit, or these articles. Additionally, the name of the first beneficiary can
be substituted for that of the applied for the credit, but if the name of the
applicant for the credit is specifically required by the original credit to
appear in any document other than the invoice such requirement must be ful-
filled.

(£) The first beneficiary has the right to substitute his own invoices ({and
drafts if the credit stipulates that drafts are to be drawn on the applicant
for the credit) in exchange for those of thao second beneficiary, for amount
not in excess of the original amount stipulated in the credit and for the
original unit prices if stipulated in the credit, and upon such substitution
of invoices (and drafts) the first beneficiary can craw under the credit for
the difference, if any, between his invoices and the second beneficiary's
invoices. When a credit has been transferred and the first beneficiary is to
supply his own invoices (4nd drafts) in exchange for the second beneficiary'’s
invoices (and drafts but fails to do so on first demand, the paying, accepting
or negotiating bank has the right to deliver to the issuing bank the documents
received under the credit, including the second beneficiary’s invoices (and
drafts) without further responsibility to the first beneficiary.

(g) Unless otherwise stipulated in the credit, the first beneficiary of a
transferable credit may request that the credit be transferred to a second
beneficiary in the same country, or in another country. Further, unless other-~
wise stipulated in the credit, the first beneficiary shall have the right to
request that payment or negotiation be effected to the second beneficiary at
the place to which the credit has been transferred up to and including the
expiry date of the original credit, and without prejudice to the first benefi-
ciary's right subsequently to substitute his own invoices and rafts (if any)
for those of the second beneficiary and to claim any difference due to him.

ASSIGNMENT OF PROCEEDS

Article 55 :

The Cact that a credit is not stated to be transferable shall not effect the
bencficiary’s right to assign any proceeds to which he may be, or may become,

entitled under such credit, in accordance with the provisions of the applica-
ble law.
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SALIENT FEATURES
OF
BANGLADESH STASDARD
SPECIFICATION FOR B-TWILL JUTE BAGS
0. FORECWORD

0.1 This Pangladesh Standard was adopted by the Bangladesh Standards Institu-
tiun on 20 June, 1979 after the draft finalized by the Jute Products Sectional
Commitlee had been approved by the Jute and Textile Division Council.

0.2 In the preparation of this standard considerable assistance has been drawn
from Lhe Indian Standard 1S 2566:1965, the usc of which ig acknowledged with
Lhutks.

0.3 All uantilies and dimenslons in this standard have been expressed in the
system, However, corresponding values in the metric system hkave also been
¥iven, wherever necessary, within brackets as a guidance to manufacturers and
cousuners, .

1. ScCorE

1.1 This standard prescribes the constructional details and other particulars
of B-twill jute bags of dimenslons 44 x 26 1/2 in (112 x 67.5 cm).

2. TERMINOLOGY

2.0 For the purpose of this standard, the following definitions shall apply.
2,1 Lot-All bales of jute Bags purporting to be of specified dimensions and
quality, containing one definite number of bags, delivered to one buyer
againsl one dispatch note.

2.2 Bale - A reclangular or square pressed, rigid package, containing Jjute
bags, covered with bale covering with outer layer stitched and bound by metal
lhoops, in conformity with BDS 894:1978.

2.3 Contract weight (Bale-The weight as obtained by multiplying nominal weight
of a bag and specified number of bags per bale (see Note 2 in Table 2).

2.4 Corrected net weight (Bale) - The weight obtained by adjusting the actual
nel weight on the basis of actual regain to the contract regain (see Note 3 in
Table 2).

2.5 Coniract regain - The contract moisture regain is the percentage regﬁin on
the basis of which the corrected net weight is calculated.

2.6 Ends-~ The'warp threads of a fabric.
EDS 909 : 1979
2.7 Porter - The value obtained by counting, in bags madc of jute sacking as

marketed, the number 6f warp threads per full gauge length of 37/20 in (47 mm)
and dividing it by the number of warp threads per eplit, which here is 6.

1

' BEST AVAILABLE COPY

1y



Contd. Appendix - J

Nole¢ =~ This definitlon of porter, based on Bangladesh practice, refers to the
finished fabric, and has to Le distinguished from the Dundec practice, nccord-
ing Lo which porter is evaluated in terms of loom reed used in weaving  the
cloth.

2.8 Picks (or Shots) - The waft or filling threads of a fabric
Note - Shots per inch = Picls per decimeter x 0.254

2.9 Joined bag - A Lay made out of two pieces of jute sacking

3. GENERAL REQUIREMENTS

3.1 Suckliug - The bags shall be made from s’'ngle pieces of double warp, 2/1
twill weave jute sacking of uniform conatruction and of 26 1/2 in (67.5 cm)
width, and the warp running along the length of the bags. Therc shall be as
single blue stripe (or stripes) of singlc or <double warp, as agreed to between
the buyer and the seller, woven along the length of the bag, The weight per
square yard of sacking used in the fabrication of the bag shall be 1.187 1lbs.
(or 613 ¥ per syuare metre).

3.2 Scam - The sides of the bags shall be sewn with overhcad or herakles
stilches on selves through two layers of sacking (sece Fig.1) using two strands
of 3 ply jute twine of 11 gristX3 (or 380 tex X3). The stitching shall be of
even tension throughout with all the loose ends sccurely fastened. The number
of stitclhies per 4 in (approximately 10 cm) at the sides shall he between 9 and
11.

3.3 Hemming at the mouth - At the mouth of the bags, the raw edges of sacking
shall be turned over first to a depth of about 0.7 in (or 1.8 cm) and then to
a depth of aboul 0,78 in (or 2 cm) and the threc layers of sacking thus formed
shall be hemmed with jute yarn of 8 to 10 grist (or 275 to 315 tex). The
number of stitches per 4 in (approximately 10 cm) in the hem shall be between
9 and 11. :

3.4 Juined bag - The seam used to join the two pieces of cloth in a joined bag
shall have strength not less than the breaking load of scam as specified in
Table 1 and the scam shall be sufficiently tight to prevent sifting or leakage
of the contents of the bag.

3.5 Freedom from dcfects - The cloth uécd for the bags should be generally
free from weas i, .olucts, such as holes, cuts, gnaws, Contd. Appendix~J

tears, floats, crushed selvedges, spots and stains. The bags should be gener-
ally free from sewing defccts such as gap stitches, loose ends and frayed
ends.

4. SPECIFIC REQUIREMENTS

4.1 The sacking and bags made out of it shall conform to the requirements laid
down in Table 1.
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OF BAG UPPER LAYER
Qr BAG
CNLARGED  SECTION xx
LIEMMED OUTSIDE
AT MOUTH
SILVEDGES OF PAG
ENLARGED __SECTION YY
SEWN ) ’
[ICENESSES OF SACKIN

NGLE YARN

TWO_STRANDS OF
3-PLY TWINE

Fig : 1 B-Twill Jute Bag

TABLE 1 PARTICULARS OF SACKING AND BAG

S1. Characteristic
No.

(1) (2) . " (3)

i) Dimeusions of a bag

a) Outside length 44 in
(112 cm)
b) Cutside width 26 1/2 in
(67.5 cm) .

Requirements Tolerance Method of Test

(Ref to Clause
No.or Appendix-B

(1) (5)

~-1.574 in
-0
-1

cm
-0

B.5

+1.574 in
-0
+4

cm
-0
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BDS 506G : 1979
© TABLE 1 PARTICULARS OF SACKING AND BAG-Contd.

Sl. Characterlstic Requirements Tolerance Mecthod of Test
No. (Ref to Clausc

No.,of Appendix-B
(1) (2) (3) (1) (5)

i) Weight per bag 21/2 1b +3.52
(1 020 g) -2.64 B-3
+100
- 75 g
iii) Porter(Ends per dm) 6 +0,33
(76) (+1) B-6
iv) Shot per inch 8 +0.51 |
{or picks per dm) (31) (+2) B-6

v)  Breaking load of
sackinglStrip method ‘ B-7
(10 x 20 cm)]

Warpway 353 1b - -
(or IQO kg)
Weltway 364 1b - ‘ -
(or 165 kg)
vi) Breaking load of 137 1b - B-8
seam (or 62 kg)
Note - The buyer and the seller may agree to the dimensions

other than those specified above. In that case, same tolerance of
1.571 . =4

-0 Cin ( cm ) shall apply; the weight of bags shall be
-0 .
proportional to the weight of standard bag 21 1lb, 44x26 1/2 (or
+10

1020g, 112x67.5 cm)l with a tolerance of -7.5 percent on bag weight and calcu-
lated on the basis of :

a} Lhe weight per square yard of cloth of 1,187 1b (or 643 g per
squarc metre).
b) th¢ arca of the cloth including the hem length 3 in (7.6 cm);

¢) the weight of twine used in hemming and stitching, taking the length of
twine as 5 times the length of hemming or seam and taking the count of hemming
twine as 310 tex (mid-value of the range 275 to 345 tex specified in 3.3), and
the count of sewing twine in the seam as 380 tex x 3.

1.2 The bales containing the bags shall conform to the provisions
laid down in Table 2.
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BpDs 906 : 1979
TABLE 2 REQUIREMENTS OF PACKED BALES

SL. Characteristic Requirements Mcthod of Test
NO. (Ref to Clause
No.of Appendix-A
(1) (2) (3) _ (1)
(1) Total number of hags 200 B-1
per bale
(ii) Number of joined bags 1 B-1

per bundle of 25 bags

(iii) Conlract welght of a bale 675 1bs
(306 kg) -

(iv) Corrccted net weight of bale Not less than B-1
contract weight

(v) Moisture regain 22 percent, Max B-2

(vi) O0il content on dry deoiled 8 percent, Max B-9
matcrial basis

Note - The number of bags per bale shall be 300 or as specified in an agree-
ment between the buyer and the seller.

Nu - 2 Contract weight of a bale is calculated as follows :

Contract weight of a bale = nominal weight of a bag X specified number of bags
per bale.

(Coutract weight of a bale specified in the table is on the basis of 2 1/4 'lbs
or 1 0205 per bag and 300 bags per bale).

Note - 3 Correctcd net weight of a bale is calculated as follows:

net weight X (100+contract regain percent)

Corrected net weight -
of a bale 100 + avcrage moisture regain percent

Note - 1 The specified oil content value of 8 percent corresponds to about 7
percent when determined on dry deciled material plus 20 percent regain basis.

1.3 Contract regain-The contract moisture regain shall be
20 percent

A

5. DPACKING AND MARKING

3.1 Packing - The bags shall be packed in bales as laid down in BDS 894:1978%
or as specified in an agreement between the buyer and the seller.
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5.2 Marking - The bales shall be marked as laid down in BDS 894:1978%. Addi-
tional markings shall be made as stipulated by the buyer or required by the
regulations or law in force.

* Specification for packaging of jute products in bales.
BDS 90G:1979
5.2.1 The bales may also be marked with the BDSI Certification Mark.

Yote - The use of the BDSI Certification Mark is governed by the BDST Certifi-
cation Mark Ordinance 1977 and the Rules and Regulations made thercunder.
Manufacturers desirous of using the BDSI Certification Mark may obtained
detailed conditions for obtaining such a licence from the Bangladesh Standards
Institution, Dhaka.

The presence of Certification Mark on a product covered by Bangladesh Standard
conveys the assurance that it has been produced to comply with the require-
wenls of that standard under a system of inspection, quality control and
Lesling operated during manufacture and including periodical inspecction at the
manufacturer’s works ih accordance with the Certification Mark Scheme of the
BDSI,

€. SAMPLING AND INSPECTION

6.1 Unless otherwise agrced to between the buyer and the seller, the procedure
for sampling shall be given in Appendix A and the procedure for testing and
inspecltion as given in Appendix B.

7. CRITERIA FOR CONFORMITY

7.1 The lot shall be considered as conforming to the requirement of the stand-
ard, if the following conditions are satisfied :

a) The total of the corrected net weight of the bales under test is not less
than the total contract weight of the bales (sce Table 2).

L) The number of bags in each bale under test is not lcss than the specified
number (sce Table 2).

c) The number of joined bags in each bundle of bags under test is not more
than the specified number (sec Table 2).

d) The average moisture regain percent of the bags under test is not more than
the specified percentage {see Table £).

e) The average oil content of the bags under test is not more than the
specified percentage (see Table 2).

f) The diwensions of at least 90 percent of the bags under test are in accord-
ance with the requirements specified (sce Table 1). In the remaining bags, no
bag shall have dimensions less than 1.5 cm below the specified values.

g) The weight of at least 90 percent of bags under test is in accordance with
the requirements specified (see Table 1). In the remaining bags, no bag shall

REST AVAILABLE COPY .
12/



Contd. Appendix - J

huve weight less than 10 percent below the specified value.
L) The average e¢nds per decimeter of the bags under test is in accordance with
the requirement specified (sec Trble 1).

J) The average picks per decimeter of the bags under test is in accordance
with the requirement specified (sce Table 1).

k) The average breaking load values of the bagzs under test for both warp and
well directions are not less than the requizements specificd (see Table 1).

n) The average breaking load of scam of the bags under test iz not less than
Lhe requirement specified (see Table 1),

SAMPLING
A-0 SAMPLING PROCEDURE

A-0.1 The following minimum number of bales and bags shall be taken at random
from the lot and subjected to corresponding tests (Sce Appendix - ).

A-1 GROSS WEIGHT
A-1.1 For cvaluating the gross weight of bales, 10 percent of bales, selected
from the lot, shall constltutc the test sample.

A-2. REQUIREMENTS OTHER TIHAN GROSS WEIGHT
A-2.1 For assessing the conformity to the requirements, other than gross

weight of bales the number of bales to be selected from the lot shall be in
accordence with the following table :

No.of Bales in the Lot No.of Bales to be Drawn and
Opened for Inspection

(1) (2)
Up to 10 1
11 to 20 2
21 to 100 3
101 to 150 4
151 to 200 5
201 to 250 6
251 to 300 7
301 to 350 8
351 to 400 9
401 to 500 10

501 and above 10+1 for every 100 bales or part

thereof above 500 bales
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A-2.2, From the bales sclected as in A-2.1 the test sample shall be drawn as

follows :

sl. Test

No.

i) Tare weight (of baling hoops and
all otlier packing materials)

il) Total number of bags per bale

iil) Sumber of joined bags per bale

iv) Moisture regain, percent

v) Length and width
vl) Cuds and picks

vii) Weight per bag

viil) Breaking lcad- sacking
ix) Breaking load-sean
X) 0il content, percent

The bales sclected in
A-2.1

Two bundles of bhags
from cach bale

Sclected az in A-2.1

10 bags from cach hale
selected as in A-2.1

10 percent of bags
from each bale
selected as in A-2.1

One bag from cach bale
selected as in A-2.1,
subject to a minimum
of three. bags

Note - Joined bags shall not be selected for the purposc of

test for (v) to (x).
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Appendix-K
Unult Custs of Public Foodgrain Distribution,1985/86 to 1989/90

1985/86  1986/87 1987/88 1988/89 1989/90

FISCAL COST (Taka/metric ton)

Rice

Purchase cost 1,039 3,580 1,981 5,653 8,128
Distribution cost 1,074 1,1771 1,282 1,321 1,360
Administrative 173 153 137 130 124
Movement & storage 752 814 | 960 185 931
Iuterest 259 797 327 418 234
Gross cost - 5,113 6,754 6,263 €,977 9,197

Distribulion cost
as a percent of 26.6% 21.0% 25.7% 23.4%  16.7%
purchase cost '

Wheat .

Purchase cost 1,3416. 754 1,366 2,096 2,006
Distribution cost 975 1,041 1,162 1,154 1,133
Adwministrative 162 119 134 126 124
Movement & Storage 763 865 977 950 935
Interest 161 881 1,245 3,409 2,754
Gross cost 2,321 1,796 2,528 3,250 3,140

Distribution cost
as a4 percenl of = 72.5% . 138.1% 85.1% 55.1%  55.5%
purchase cost

Foodgrain

Purchase cost 1,983 1,868 - 2,068 2,946 3,904
Distribution cost 998 1,072 1,185 1,195 1,203
Gross cost 2,981 2,939 3,254 4,141 5,108

Distribution cost
as a percent of 50.3% 57.4% . 57.3% 40.5%  30.8%
purchase cost

Svurce : Estimated by authors from provisional data provided by
the Food Directorate, Iin1stry of Food.
{Cosl of Public Food Distribution in Bangladesh)-IFRI:July 1991
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Unil Custs of Public Foudgrain Distribution,1985/86 to 1989/90

1985/86  1986/87 1087/88  1988/89 1989/90
ECONOMIC COST (Taka/metric ton)
Rice
Turcliase cost 3,367 2,307 5,807 6,400 8,212
Distribulion cost 1,482 1,102 1,518 1,627 1,701
Aduinislrative 173 153 137 130 121
Muvenent & storage 752 814 960 985 931
Iulerest 605 608 667 920 916
Gruss cost 7,049 6,610 7,325 8,037 10,132
Distribution cost
as a percent of  26.6% 20.0% 26,1% 25.6% 21,5%
purchase cost
Wheat .
Purchase cost 5,136 1,788 1,759 5,851 6,316
Distribution cost 1,039 1,054 1,209 1,169 1,179
Administrative 162 119 134 126 124
Movenent & storage 763 865 977 ‘ 950 935
Interest 562 506 529 706 687
Gross cost 6,175 5,812 5,068 7,020 7,194
Distribution cost
as a percent of 20.2% 22.0% 25,4%  20.0% 18.7%
purchase cost
Foodgrain :
Purchase 5,238 4,954 4,962 5,982 6,943
Distribution cost 1,144 1,065 1,269 1,281 1,368
Gross cost 6,382 6,019 6,231 7,236 8,311
Distribution cost
as a percent 21.8% 21.5% 25.6% 21.4% 19.7%

of purchasc cost

Source : Estimated by authors from provisional data provided by
the Food Directorate, Ministry of Food.
(Cust of Public Food Distribution in Bangladesh - IFRI:July 1991)

10
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APPCNDIX -M

Official Accounting of Physical Logss of Foodgrains,
1985/86 to 1989/90

Year Total Supply offtake Loss Loss as a percent
of supply

{thousand metric tons) Percent
1985/8C 1,589 1,541 18 3.0
1986/87 2,176 2,110 57 2.6
1987/88 2,630 2,505 125 1.8
1988/89 3,001 2,941 63 2.1
1989/5u 2,310 2,164 146 6.2
Avetage 2,312 2,254 88 3.8

Source ; Estimated by authors from data provided by the Food
Directorate, Ministry of Food.

{Cust of Public Food Distribution in Bangladesh)-
IFRI July 1091
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Import and Domestic Procurcement Prices of Foodgrains,
1981/85 Lo 1989/90

Unit 1984/85 1985/86 1086/87 1987/88 1988/89 1989/90

Rico :

CIT Price

US§/ton 189 168 167 184 264 218

CIF price: TK/Lon 4,906 5,b22 5,115 5,748 8,161 8,164
Official rate

"CIF Price: Th/ton 5,553 5,500 5,521 6,061 8,350 8,328

WES rale

Domeslic

Tk/ton 6,660 6,774 7,877 8,221 8,186 8,987

procurencnl

price

Wheat

CIF price "US$/ton 176 156 139 116 195 186

CIF Price: Tk/ton 4,569 4,663 4,258 4,561 6,267 6,123
Official rate

CIF Price: Tk/ton 3,171 '5,107 1,598 1,809 6,427 .6,216

WES rate

Domestic

Tk/ton 4,020 4,705 5,360 5,360 5,620 5,620

procurecaent

price

Exchange Rates :

0fficial Tk/US$ 25.96 29.89 30.63 31.24 32,11 32,92
Wage Tk/US$ 29.38 32.71 33.08 32.94 32.91 33.58
earners

scheme(WES)

Source : CIF prices:FAO Food Outlook (different issues) and the

Note: 1

Foud Directorate,Ministry of Food;exchange rates:
Bangladesh Bank (Economic Trend); and procurcment price:
the Food Directorate.

CIF price of rice represents Thai Broken Al Super, FOB
Bangkok price, plus freight rates provided by the Food
Dircctorate.

CIT price of wheat represents U.S Soft Red Winter No.2
FOB US Atlantic ports . price, plus freight rates obtained
from FAO Food Outlook

Domestic procurement prices reprecent welghted average
prices,using respective procured quantities of rice and
wheat as weights,

(Cost of Public Food Distribution in Bangladesh)

-IFRI July 1991
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APPENDIX -0
Bangladesh Standard (PDS 952:1981)
SPECITFICATION TOR
GRADES ON MILLED RICE
(First Revision)

0. FORLCWORD

0.1 This Bangladesh Standard was adopted by the Bangladesh Standards and
Testing Institution on 18 December 1986 after the draft finalized by the
Cereals. Pulses and Their Products Sectional Committee had been approved by
the Agricultural and Food Products Divisional Council.

0.2 Rlce known botanically as 'Oryza Sativa' is produced in huge quantity in
Bangladesh and consumed by the people as staple food. Innurable varieties of
rice with varying intrinsic quality are found in the market. To facilitate
internal and external trade proper grading of rice is considered nccessary.

03. In the preparation of the standard the committec took into consideration
the views of the Rice Millers, Technologist, Research Workers and the Govt.
and Uhe Semi-Govt. Deptts. and on ‘the recommendations by the Technical Commit-
tees of the Inter-Ministerial Working group on rice and wheat grading consid-
erable assistance have also been derived from the following publlcation which
are acknowledged.

1) Model Grading system of Rice of FAO

2) M5 3.19:74 Speccification for grading of Milled Rice

3) Doc CX/CCP 80/5 Codex Alimentarius Commission

4} 180 950:1979.
04. For the purpose of deciding whether a particular requirement of this
standard is complied with, the final value observed or calculated expressing
the result of a test or analysis shall be rounded off in accordance with BDS
103-1960-Bangladesh Standard methods of rounding off numerical values. The
significant places retained in the rounded off value shall be the same as that
of the specified value in the standard.
1. score

1.1 This Standard applies to milled ‘rice (genus Oryza) of Bangladesh origin
and fit for human consumption.

2. TERMINOLOGY
2.1 Paddy : Rice in husk after threshing

2.2 Husk : Outer thick protective cover of paddy also known as

hull.
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2.3 Milled rice : Paddy from which the husk has been removed and separated and
Lhe germ and layers of bran wholly or partly removed and separated from the
kernels,

2.4 Rernel ¢ Edible portion of Llie grain
2.5 Germ @ Embryo situated at onc end of the grain.

2.6 Chalky kernel : Kernels whole or broken, one half or morc of the surface
of which is white like the color of chalk.

2.7 Immatured kernel : Kernels whole or broken, which arc unripe and under
developed

2.8 Damaged kernel : Kernels whole or broken, which are distinctly damaged by
inscels, water, fungl or any other means which materially affect the quality
of the grains,

2.9 Contrasting classes : Kernels, whole or broken, or varictics or classes of
rice other than the variely or class designated, wherein size and shape of
kernels differ distindtly from characteristics of lkernels by the ~ar10ty or
class deslgnated.

2.10 Degree of milling : A value expressed with rcference to the removal
during milling of the germ, the outer and inner bran layers.

2.11 Head rice : The head rice or whole kernels shall be kernels of milled
rice of not less than 8/10th of the length of grain. The head rice shall be
determined by the use of intended places, perforated sieves or head picking.

2.12 Commercially objectionable foreign odour : Odours which are entirely
foreign to rice and which because of their presence render rice unfit for its
normal commercial usage.

2,13 Insect-free rice : Rice which does not contain live or dead weevils or
otlier insects, 1nsect webbing or insect refuse. .

2,11 Adulteration : Alteration of the composition of the milled rice by any
means whatsoever so that the resulting mixturc or combination is not of the
nature prescribed its color quality.or flavor is injuriously affected or its
bulk or mass adversely affected., Parboiled kernels in non parboiled rice or
vice-versa will be considered as adulteration.

2.15 Foreign material : All matter other than rice kernels, rice polishing and
paddy.

2.16 Parboiled rice : Rice which before milling has received hydrothermal

treatuent (Soaking and steaming) to gelatinize all or part of ‘the grain's
starch and then dried.
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2.17 White rlce ¢ Rlice which has not recelved bhydrothermal treatment.
2.18 Broken rice : Pleces of kernely having its length 2.5/10th or more of the
average lengtlh of the unbroken Lkernels Broken rice shall be of two types
namely (o) Blg Broken (b) Small Droken as defined below :
(a) Biy Droken : Picces of Lernels having its length
5/10Lh or more of the average length of the unbroken
kernels.
(L) Swall Broken : Picces of kernels not exceeding the
2.5/10th of the average length of the unbroken kernels
of the variety concerned.

3. SIZES ASD SHAPE OF MILLED RICL : (See Also Annex - D )

3.1 Milled rice shall be of the following three classes according to grain
size :

(s) Loug grain : Rice with 80 percent or more of whole milled
kernels having a' length of 6.0 mm and above.

(L) Medium grain : Rlce with 80 percent or more of whole
nilled kernels having a length of 5.0 mm to 5.99 nmm.

(¢) Short ¥rain : Rice with 80 percent or more of whole milled
Lkeruels having a length of less than 5.0 mm.

3.2 Rice shall also be of éhc following three types of shape

(o) Fine (Slender) : Rice with whole milled kernels having
length/breadth ratio 2.8 and above,

(L) Medium (Bold) : Rice with whole milled kernels having
length/breadth ratio between 2.1 and 2.7.

(c) Couarse (Round ): Rice with whole milled kernecls having
length/breadth ratio less than 2.1.

4. PROCESSING
1.1 Milled rice shall conform to any of the following degree of milling :
(a) Husked rice : Paddy from which only the husk has been
removed. Also known as brown rice ’cargo rice' hulled
rice’ 'loonzain rice', and ’anramato rice’,
(b) Undermilled rice : Paddy from which the husk, a part of

the germ end all or part of the outer bran layers, but
not the innerbran layers, have been removed.
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(c ) Reasonably well milled rice (Medium milled rice) @ Paddy
from which the husk, the germ (part of the germ In the
case of round rice), the outor gram layers and the
greater part of lnner bran layers have been removed but
parls of the lengthwisce strecaks of the bran layers may
sLill be present on not more than 80 percent of the
Lernely,

(d) well milled rice : Paddy from which the husk, the germ
(part of the germ in the case of round rice), the outer
bran layers and the greater part of the inner bran layers
Lhave been removed, but parts of the lengthwise streaks
of the Lran layers may still be present on not morc than
10 percent of the kerncls.

(¢) Eatra well milled rice : Paddy from which the husk, the
germ {part of the germ in the case of round rice) and
Lhe bran layers have Leen completely removed.
5. GRADES
5.1 Bach class (sce 3.1) of milled rice shall be divided into four distinct

grades on the basis of the composition and quality factors as specified in
Table 1 and 2.
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TABLE 1. (White Rice)
Item Grading factors Grade Requirements
Nu.
Grade-1 Grade-I1I1 Grade III Grade-IV Mothod of
Tosts
1. Mulsture,Percent, 11.0 11.0 11.0 11.0 Refer to
Ly Mass (max) Appendix-A
2. licad Rice, 90.0 85.0 75.0 68.0
percenl(nin)
3. Bi¥ Brokens, 8.0 12.0 20.0 25.0
percent (max)
4. Broken & small 2.0 3.0 5.0 7.0
Brukens, percent
(max)
3. Damaged grain, 0.5 1.0 2.0 3.0
percent (max)
G. Contrasting 2.0 5.0 10.0 15.0
variecties
percent(max)
7. Chalky/immatured 1.0 2.0 3.0 4.0
grain percent(max)
8. Paddy (grain per 1.0 2.0 3.0 1.0
1000 gm).
9. Foreign matters, 0.2 0.3 0.5 1

percent (max)

10.Degree of - Extra well
milling milled rice

Well mill- Reason- Under milled
ably rice
milled

rice

ed rice

NOTE : (1) Any rice not falling in any of the above grades shall
be consldered as sub-standard.

(2) The grade requirements arc expressed in percentage
except for paddy seeds.
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TABLE 2. (Parboiled Rice)

Sl. Grading factors Grade Requirements

Moo
Grade-I Grade-1I Grade-II1 Grade-IV Methods
of Test
1. Moisture percent 14,0 11.0 14.0 14,0 Refer to
wass fmax) ' Appendix-A
2. Head Rice, 95.0 20.0 85.0 80.0
percenl (min) ’
3. Dig Brokens, 1.0 8.0 12.0 16.0
percenl (max)
4. Drokens and small 1.0 2.0 3.0 1.0
Brokens percent
(min) '
5. Damaged grain, 0.5 1.0 2.0 3.0

percent (max)

6. Contrasting 2.0 5.0 10.0 15.0
varieties
percent (max)

7. Paddy seeds grain 1.0 2.0 3.0 4.0
per 1000 gm

8. Foreign matters 0.3 0.4 0.5 1.0
percent (max)

9. Degree of Extra well Well milléd Reason- Under milled
willing milled ably well
milled

NOTE : (1) Any rice not falling in anf of the above grades shall
be considered as sub-standard. '

(2) The grade requirements are expressed in percentage
except for paddy seed.
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G. CONTAMINTS :

6.1 Deslicide residues ; milled rice shall be prepared with special care
under good manufacturing practices, so that residucs of thosc pesticides which
nay be required in the production storage or processing do not remain, or if
techuically unavoidable are reduced to the maximum extent possible. Residue
"limils for pesticides shall be those rccommended by Codex Alimentarius Commis-
sion.

0,2 Other contaminants : Milled rice shall be free from harmful contaminants
vspecially toxins and coloring material,

7. HYGIENE

7.1 To Lhie eatent poussible in good manufacturing practice milled rice shall be
free from objectionable matter.

7.2 When tested by appropriate methods of sampling and analysis milled rice :

i) shall not contain any substances originating from micro-
organisms in amounts which may represent a hazard to
Liealth and

ii) shall not contain any other poisonous or deleterious
substances in amounts which may represent a hazard
Lo health,

7.3 Milled rice should be prepared, packed and stored under sanitary condi-
tions as presented in BDS 822:1975

8. PACKRING AND MARKING

é.l Packing : Milled rice shall be packed in containers which will safe-guard
the hygienic and other qualities of the food.

8.1.1 The containers including packing materials shall be made only of sub-
slances which are safe and suitable for their intended use. Where the Codex
Alinentarious Commission has established a standard for any substance used as
packing material, the standard shall apply.

8.2 Marking : Each bag shall be suitnﬁly marked so as to give the following
information if agreed between the buyer and the seller:

a) Name and grade of the material ;
b) Name and address of the Miller ;
¢) Batch or code number ;

d) Net mass ;

8.2.1 All marking shall be applied on the bags in such a manner that the dye
or iuk does not penctrate into the material.
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9. METHODS OF SAMPLING AND ANALYSIS ;

9.1 Sampling : Milled rice shall be sampled according to the methods pre-
scribed in Appendix -B

8.2 Analysis : Milled rice shall bLe analyzed dccording to the methods pre-
scribed in Appendix - C
APPENDIX - A

[Table 1 and Item 9i) )
DETERMINATION OF MOISTURE CONTENT
A 1. METHOD

Al.1 The moisture content is determined by measuring the weight loss of a
powdered sample dried at a temperature of 130°c-133°c.

AZ. APPARATUS
a) Analytical baiance

b) Grinding mill, which shall be made of material which docs not absorb
moisture: is easy to clean and has as little dead space as possible; enables
grinding to be carried out rapidly and uniformly, without appreciable develop-
ment of lLeat and, as far as possible, without contact with the outside air;
and is adjustable so as to obtain particles of dimensions indicated in A3.

¢) Dish of non-corrodible‘or, failing this of glass, with a sufficiently
~ tight-fitling lid, the effective surface. ena% ing the test portion to be
distribuled so as to give not more than 0.3 g/cm®.

d) Constsut-temperature oven, clectrically hecated, controlled in such a
waythat the temperature of air and of the shelves carrying the test portions
is within the range 130°C, to 133°C in the neighborhood of the test portions,
in normal working.

The oven shall have a heat capacity such that, when initially adjusted to
a temperature of 131°C, it can again reach this temperaturc in less than 45
minules {(preferably in less than 30 minutes) after inscrting the maximum
number of test portions than can be dried simultaneously.

¢) Desiccator, with a thick perforated plate of metal or, failing this, of
porcelain, containing pure phosphorus pentoxide (P Og ) of analytical grade or
anydrous calcium sulphate (CaSo )} granulated an xmpregnated with cobalt
chloride as indicator, or any other effective desiccant.

A 3. PREPARATION OF SAMPLE .

A3.1 The sample shall be ground so as to obtain a portion having particles of
sizes below or equal to 1.7 mm, less than 10% mass being over 1 mm and more
than 50% by mass being less than 0.5 mm. Adjust the grinding mill to obtain
particles of the requisite dimensions, grind a small quantity of the product

BEST AVAILABLE COPY
Wo



Could. Appondix - O

and reject this, Then quickly grind and amount of sample slightly greater than
thal required for the test, which shall be at least 10 g.

A 1 PROCEDURE

Al 1 Transfer the ground portion to a previously dried and tared dish. Quickly
" cluse the latter and weigh it to the ncarest mg. (The time Letween taking the
sanple and weiglhing before drying should be less than 2 minutes, if a small
mill of the classical cone hammer type is used).

Place Llhe upen dish containing the test portion, in the oven and leave it for
2 hours, reckoned from the moment when the oven temperature again reaches
130YC.

After this period, and carrying out the operation rapidly, take the dish out
of the oven cover it and put in the desiccator; never put dishes on the top of
one anolher in the desiccator,

Carry out at least two determinations on the same sample.

A § CALCULATION OF RESULTS

=
Molsture content, percent by mass = — ———————w0 X 100
m
o
where,
ny = initial mass of test wortion, and
Iy = nass ol the dry test portion

Take as the result the arithmetic mean of the two determinations

AG NOTE :

a) The difference between two determinations carried out simultaneously or in
rapid succession by the same analyst should not exceed 0.1 g of moisture per
100 ¢ of sample. If it does so, the determination should be repeated dupli-
cate, :

b) Never place together in the oven moist samples and nearly dry test portions
as this will result in partial rehydration of the latter.
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APPENDIX -B

(Clause 8.1)
SAMPLING OF MILLED RICE
48.1 Scope and fleld of application :

Thls Bangladesh Standard specifics general conditions relating the sampling
for assessment of quality of cercal grains. It does not apply to seed grain.

B.2 Definitions :

For Lhe purpose of this Standard, the following definitions shall apply.

B-2.1 Consignment : The quantity of grain dispatched or reccived at one time
and covered by a particular contract or shipping document. It may be com-

posed of one or more lots.

B-2.2 Lot ' A stated quantity, presumed to be of uniform characteristics taken
from Lhe consignment, and allowing the quality to be asscssed.

B-2.3 Increment : A small quantity of grain taken from a single position in
the lot.

B-2.4 Bulk sauple : The quantity of grain obtained by combining and mixing the
increments taken from a specific lot.

B-2.3 Laboratory sample : The quantity of grain removed from the bulk sample
and iutended for analysis or other examination.

B~-3 General

B-3.1 Samples shall be taken jointly by sampling superintendents appointed by
buyers and sellers or by a sampling superintendent appointed jointly.

B-3.2 Samples shall be fully representative of the lot from which they are
taken, Therefore, as the composition of the lot is secldom uniform, a suffi-
cient number of increments shall be taken and Tarefully mixed, thus giving a
bulk sample from which are obtained, by successive divisions, the laboratory
sanples, .

B-3.4 Special care is necessary to ensure that all sampling apparatus is
clean, dry and free from foreign odours.

Sampling shall be carried out in such a manner as to protect the samples, the’
sampling instruments, and the containers in which the samples are placed from
adventitious contamination such as rain, dust etc.

B-4 Apparatus

Apparatus is required as follows (see figures 1 to 9 for examples)
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NOTE - many different types and variations of apparatus arc available. The
dimensions glven in the figures are included, thercfore, solely as a guide.

B-1.1 Sampling from bulk

Shovels haund-scoop, cylindrical samplers and apparatus for taking increments
periodically from a flow of grain.

B-1.2 Sampling from bags
Sack-Lype spears or tricrs.

B-1.3 Mixiug and dividing
Shuvels and dividing apparatus

B-5 Lucalion of sampling

The localiovn and time of sampling shall be determined by agrecment between the
parties concerned., Particular requirements applying to loading and discharge
arce given below.

B-5.1 Loading

It is important that grain which is to be dispatched by vessel is sampled
during loading, or immediately before at the place of loading.

B-3.2 Discharge

Lost grain is revised Prom ocean-going vessels or river transport. In both
cases, sampling shall be carried out during discharge from the vessel.

B~ Method of taking samples from cereals carried in bulk
B-6.1 Carriage by sea or inland waterway

B-6.1.1 Unless otherwise specified in the contract consignments shall be
considered in lots of 500 tones or such part thereof as constitutes as single
consignment.

B-6.1.2. When sampling takes place while the product is in motion, increment
shull be taken at time intervals dependent on the rate of flow.

B-6.1.3 When bulk grain is sampled in the hold during discharge, increments
shall Le taken from as many places as possible, excluding the run, and at
intervals determined by the rate of discharge.

B-6.1.4 If sampling takes place from weigh hoppers increments shall be taken
by means of cylindrical samplers, shovels, or mechanical samplers in accord-
ance with the practice of the port.

B-6.1.3. The procedure for silos or wurehouses is necessarily dependent on
local conditions,

D]
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B-G.2 Carrlage by rail or road

B-6.2.1, Unless otherwise specified in the contract, each laden wagon or lorry
shull be sampled,

B-6.2.2 If sampling takes place from laden wagons or lorries, the increments
shall be taken throughout the whole depth of the layer, by mecans of a cylin-
drical sampler and at the following points:

Wagons or lorries up to 15 t :

Five sampling points (middle and

XX X XX approximately 500 mm from sides)

Wagons from 15 to 30 t :
XX X XX ¥ Nx Eight sampling points

Wagons from 30 to 50 t :
XX X XX X xx Eleven sampling points

.

B-6.2.3. If the type of wagon does not allow samples to be taken in this
manner, or by agrecment between buyer and seller, the method of sampling. chall
be as described in 6.1,2.

B-7 Method of taking samples from cereals carried in bags

Unless otherwise specified in the contract or unless the practice at a port
requires otherwise, increments shall be taken from different parts of a bag
{fur example, top, middle and bottom) by means of a sack-type spear from the
nunber of bags specified in Table 1. :

TABLE 1 : XUMBER OF BAGS TO BE SAMPLED

In Consignment Number of bags to be sampled
Up to 10 Each bag

10 to 100 10 taken at random

More than 100 Square root(approximately} of

total number, taken according
to a suitable sampling scheme*

* See, for example, the annex.
B.8 Dulk sample

The bull sample shall be formed by combining the increments and mixing them

well,
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B.9 Laboratory samples

The bulk sample shall divided to obtain the required number of laboratory
samples by use of the apparatus mentioned in clause 4. The number of laborato-
ry samples to be taken for analysis and arbitration shall be specified in the
qonLruct or otherwise agreed between the buyer and the seller.

B.10 Size of samples

Samples of the sizes given in Table 2 are usually suitable for all grains.

Lot Increment  Bulk sample Laboratory sample

Cplo 1 Kg(max) 100 Kg 5 Kg
500 tones

Larger or swaller laboratory samples may be required in some cases, according
to the tests to be carried'out.

B-11. Packaging and labeling of samples

B-11.1 The laboratory samples shall be packed in unglazed unbleached unsewn,
cotton bags of very close texture 1).

B-11.2 Samples for the determination of moisture, or for other tests in which
it iz important to avoid the loss of volatile matter (for example, examination
for evidence of chemical treatment), shall be packed in air-tight and mois-
ture-tight closures. The containers shall be completely filled and the clo-
sures shall be sealed to prevent lessening or tampering.

B-11.3 The bags and other containers shall carry the seal of each sampler.

If paper lubels are used for the samples; they shall be of a suitably high
guality for the purpose. The eyelet hole on the label shall be reinforced. The
label shall be sealed to the container holding the sample and shall carry the
seal of each sampler; these seals shall be arranged in such a way as to guar-
antee the inviolability of the sample.

The information on the label shall include such of the following items as are
required by the terms of the contract :

1) Ship or wagon

2) From

3) To

1) Date of arrival

5) Quantity

6) Bulk/Bags/Number

7) Goods

8) Identification mark or Lot No.

P
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9) Name of seller

10) Nume of buyer

11) Contract No. and Date

12) Date of sampling

13) Dale of final discharge

14) Place and point of sampling
13) Sampled by

The information recorded on the label shall be permanent. By agreement bhetween
seller and buyer a duplicate label may be included inside the sample contain-
er, uuless the sample is intend for moisture determination. Also by agrcement
between seller and buyer, the above information may also he recorded indelibly
on Lhe bags containing the samples.

B-12 Dispatch of samples

Laboralory samples shall be dispatched as soon as possible, and only in excep-
Lional circumstances more than 48 h after, sampling has been completed, non-
Lusiness days excluded .

B-12. Sampling report’

If a sampling report is prepared besides giving the usual information, it
shall make reference to the condition of the grain sample including signs of
insect infestation visible in the warehouse or silo, or during working the
vessel or other carrier. This infestation is not always readily apparent in
the sample except on close inspection or sieving. The report shall also refer
Lo Lhe techuique applied,, if this is other than that described in this Bangla-
desh Standard and all the circumstances that ‘may have influence sampling.
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APPENDIX -~ C

(Clause 8.2)
ANALYSIS OF MILLED RICE
C.1 Deflinition :
For the purpose of thls standard the following deflinitions
apply.

C.1.1 Original sample: A reprosentative portion of the laboratory
sample

C.1.2., Tesl sample: Portion of sample used for a specific test.
c.2 Paddy and foreign matter

C.2.1 DBasis of determination : Original sample

C.2.2 Obtaining test sample : Divide the laboratory sample using’

a sample divider to cbtain a test sample of 100 + 1g.

C.2.3 Weighlng accuracy: Use a balance that is accurate to at
least 1 g for weighing test sample and 0.1g for weizhing
separated paddy and foreign matter.

C.2.1 Method of determination : Handpicking

C.2.5 Procedure : Remove all paddy kernels and foreign matters
from test sample. Count number of paddy kernels and
express result as number of paddy grains per 1.000 g.
Weigh foreign matters to nearest 0.1 gm and express result
as per cent. Preserve the sample portion free from paddy
and foreign matter for other determinations and call it
as 'sccondary sample’.

c.3 Moisture :

C.3.1 Basis of determination : Secondary sample

C.3.2 Obtaining test sample : Di&ide the secondary sample as
mentioned at C 2.5 using a sample divider to obtain a test
sample of not less than 50 g. Then proceed as per
Appendix -

C.1 Head Rice, big broken and broken & small brokens

C.4.1 Basis of determination : Secondary sample

C.4.2 Obtaining test sample : Divide the secondary sample

using a sample divider to obtain a test sample of not
less than 25 g.

-
27
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Welghing accuracy ¢ Use o balance that is accurate to
at least 0.01g

Muthiod of determination : Handpicking

Procedure : Handpick and separate head rice, big broken
and broken & small bLrokens from test sample. Express
result of cach factor as percentage of test sample at
C.4.2., Prescrve head rlce for determination of degree
of milling

Chall/iamatured grains and damaged grains

Busis of determination : Seccondary sample

Obtaining lest sample : Divide the sccondary sample
using a sample divider to obtain a test sample of

not less than 25 g,

Welghing accuracy : Use a balance that is accurate to at
least 0.01g., °

Method of determination @ Handpicking

Procedure : Separate chalk/immatured grains or damaged
grains from the test sample and express result as
percentage. .

Contrasting varieties

Basis of determination : Sccondary sample

Obtaining test sample : Divide the secondary sample
divider and obtain a portion of about 30g separate all
brokers from this portion and divide the whole grain

portion to obtain a test sample of not less than 15g

Weighing accuracy : use a balance that is accurate to
al least 0.0.1g.

Method of determination : Handpicking

Procedures : Separate contrasting varieties from the test
sample and express result as percentage.

Degree of milling :
Basis of determination : Head rice

Obtaining test sample : Divide the head rice portion as
mentioned at C.4.5. using a sample of not less than 10g.
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C.7.3

C.7.1

Method of dotermlnatlion : Handpicklng

Procedure : Soparate husked rice, undermilled rice and
wedlun milled rlce from the test sample as defined In
clause 4. Count the number of gralns in coach portion

calculate percentage and categorize as Reasonably well

milled rice, Well milled rlce and extra well milled rlce.
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ANALYSIS OF MILLED RICE

{ BREARDOWX)
Laboratory
sample
5 Eg
1000 gm ~Paddy
Original
sample -Foreign matters
Secondary
sample
K
——>1 50 g -Moisture
— ~Head rice
> 25 g -Big broken
~-Broken & small brokens
10 g -Milling degree
Head rice
-Chalky/immaturcd grains
Y 25 ¢ grains
-Damaged grains
] 30 g ->! 15 g ~-Contras-
Head rice] ting
varietics
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CLASSIFICATION OF COMMON COMMERCIAL
RICE VARIETIES OF BANGLADESH

51, Nu. Variety Size Shape
1. Jhingashail Long Fine
o Latashail Long Fine
3. Bribalam (DR 7) Long Fine
1. Shahibalam (UR 16) Long Fine
5. I R-28 (BR6) Long Fine
6. IR-8 . v Long Medium
7. Kataribhog Medium Fine
8. Joshoa - Medium Fine
9. Mohini (BR 15) Medium Fine
10, Progoti  (BR,10) Medium Fine
11, Chandina (BR 1) Medium Mcdium
12, Brishail (BR 4) Medium Medium
13. Mukta (BR 11) Medium Medium
14, Banshful Short Coarse
15, Tepi Hail ‘Short Coarse
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ANNEX
Sampliug Schiene for Consignments of morc than 100 Bags

For cunsignmmenls larger than 100 bags, the number of bags to be sampled is
approsimately the square root of the number of bags in the consignment. The
consigument shall be mentally divided into a number of groups, euch including
a unumbes’ n,of bags corresponding with the square root of thc number of bags
in the consignment (rounded upwards).For sizes n of 101,,.10,000 bags, the
uusber, u

of bags fourming onc group is indicated in table 3. For cach of thesc groups,
one bag shril Lo sclected at random for sampling.

If Lhere is o remainder after dividing the consignment into a number n of
Lugs, one bag from Lhls remainder shall also be taken for sampling.

In order tu be sure that in the groups the samplcr obtains a division at
randon of the bags to be sampled, it is recommended that he notes the number
1....u and cach time crosses out onc number before choosing out of the group
of n bags and sampling the bag that corresponds with this number.

Example

The consignment contains 200 bags (N). For N cqual to 197....225, the size n
of cach group equals 15 bags. note the numbers, 1.2.3. .... 11, 15. Cross out
one number, for cxample 7. Tike from the first group of 15 bags the seventh
bag and sample it. Cross out another number, for example 3. Take from the
gecond group of 15 bags the third bag and sample it. Continue in this way
until 13 bags (a total of 195 bags) have becn sampled. The remaining groups is
smaller than 15 bags; still take one bag at random out of it. A total of 14
bags (=n-1) has therefore been sampled ogt of a consignment of 200 bags.
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TABLE 3,~3AMPLING SCHEME FOR CONSIGNMENTS OF MORE THAN 100;
N=Number of bags in consignment;n=Number of bags in group

n

N N n
101 ... 121 11 3026 ,..3 136 55
122 ... 144 12 3137 ...3 249 57
143 ... 169 13 3 250 ,..3 364 58
170 ... 196 11 3 365 ...3 181 59
197 ... 225 15 3 482 ...3 600 60
226 ... 250 16 3601 ...3 1721 61
237 ... 289 17 3 722 ...3 844 G2
290 ... 324 18 3815 ...3 069 62
320 ... 361 19 2970 ...4 096 64
362 ... 100 20 4007 ...4 225 65
401 ... 111 21 1226 ...4 356 66
112 ... 184 22 4 357 ...4 189 67
485 ... 529 23 1490 .,.1 624 €8
330 ... 376 24 4625 ...1671 69
5717 ... 625 25 4762 ...4 900 70
026 ... G76 26 4901 ...5 041 71
677 ... 729 27 5042 ...5 042 72
730 ... 7841 28 5185 ...5 329 73
785 ... 841 29 5 330 ...5 476 74
842 ... 900 30 5 477 ...5 625 75
901 ... 961 31 5626 ...5 776 76
962 ... 1024 32 7777 ...5 929 M
1025 ... 1089 .33 5930 ...6 084 78
109 ... 1156 34 6 085 ...6 241 79
1157 ... 1225 35 6 242 .,.6 400 80
1226 ... 1296 36 6 401 ...6 561 81
1297 ... 1369 37 6 562 ...6 724 g2
1370 ... 1444 38 6 725 ...6 889 83
1445 ... 132 39 6 890 ...7 056 84
13522 ... 1600 n 7 057 ...7 225 85
1601 ... 1681 41 7 226 ...7 396 86
1682 ....1764 12 7 397 ...7 569 87
1760 ... 1 8419 43 7570 ...7 744 88
18350 ... 1 936 RE 7 745 ...7 921 89
1937 ... 2025 45 7 922 ...8 100 90
2026 ,,. 2 110 16 8 101 ...8 281 91
2117 ... 2 209 47 8 282 ...8 164 92
2210 ... 2 304 18 8 465 ...8 649 93
2 300 ... 2401 49 8 650 ...8 836 94
2 402 ... 2 500 50 g8 837 ...9 025 95
2301 ... 2¢601 51 9 026 ...9 216 96
2602 ... 2701 52 9217 ...9 109 97
2 705 ... 2 809 53 9 410 ...9 604 98
2 810 ... 2 916 54 9 605 ...9 801 99
2 917 ... 3025 55 9 802 ..10 000 100
For comsignments larger than 10 000 bags, n equals .the square
rool of N. rounded upwards.
27
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APPENDIX -D
Excerpts from Congtitutional Law of India

s5-Ge at 3]

7.86 TLe principles laid down by Bhagwati J. in respect of the acceptance of a
tender by a public authority which was 'the State! within the meaning of Art.
12 were applied in Harminder Singh V. Union by R. B.Mizra J. for himself,
Patliak and Oza JJ. The facts of the case were these : The appellant carried on
business in wilk and milk products and he had a pasteurization plant in Poona.
He had Leen supplying large quantities of milk, inter aliaz, to Govt. Depart-
ments lIncluding respendents 2 and 3. He was alszo capable of supplying any
yuaultity of pasteurized milk, The Military Farm had its own pastcurization
plant and for several years respondents No. 2 and 3 purchased only fresh
Lulfulo wilk and pasteurized it in its own plant,

7.87 Respondent No, 2 issued a tender to supply of fresh buffalo or cow milk
Lo respondents Nos., 2 and 3 at Military Farms of Pimpri, Poona. The appellant
Lendered for supply of fresh buffalo milk as per the requirements of the
Lender nobtice. Ilis rate came to Rs. 421 for each 100 liters. His tender was
Lhe lowest. On reguest of respondents Nos.2 and 3 the appellant extended the
validity period till NovemBer 30, 1985.

"During this period respondents.2 and 3 kept on receiving supplics of fresh
buffalo milk to (their) satisfaction till the appellant was asked to stop d
easupply from November 20, 1985 although (he) had been requested carlier to
conlinue the supply at least upto December 1, 1985...The appellant thus had to
suffer a lhuge luss on account of the abrupt stoppage of the supply.’

7.88 Tunders had been opened on August 23, 1985. Respondent No. 4 tendered for
pasteurized bLuffalo milk, although the tender notice invited tenders for the
supply of fresh buffalo milk. The Appellant’s tender conformed to the require-
menls of Lhe tender notice. The appellant was the lowest bidder. The concerned
officer made a report to higher authorities in respect of the tenders of the
appellant and respondent No.4. The report stated that if the tender of re-
spondent No. 4 was accepted it would ’amount to a loss of Rs. 4.48 lakhs in
terms of bLlended milk and Rs. 3.69 lakhs in terms of standard milk. The above
report showed that respondents 2 and 3 would be put to substantial loss of
about Rs. 10 lakhs. Notwithstanding the position disclosed by the report, the
tender of the 4th respondent was accepted.

7.89 The appellant filed a writ petition in the Bombay High Court challenging
the order accepting the tender of respondent 4. The High Court rejected the
petition in limine by a ’'cryptic order'. The appellant appealed to the Sup.
Ct. by special leave. The main contentions urged by the appellant before the
High Court and repeated before the Sup. Ct. were (i) the concerned authorities
had acled contrary to the principles of 1law, unfairly, arbitrarily and had
discriminated against the appellant; (ii) the appellant’s was the lowest
tender and there was absolutely no reason or justification for rejecting 1t,
(iii) the tender of respondent 4 should have been rejected as it was not in
conformily with the requirements of the tender notice since the 4th respondent
had not tendered for fresh milk but for pasteurized milk ; (iv) at any rate,
if respondents wished to alter the requircments of the tender, the respondents
were under an obligation to call the appellant for negotiations, as para 16 of

24
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Lthe Lerms of Lhe tender expressly permitted, before rejecting the appellant's
tender.

7.90 For hls submisgion that the authorities acted arbitrarily in accepting
the 4th respondent’s tender, the appellant relied on the Airport Case (para
T7.72 of the Lext), Misra J.followed and appliecd that casc and held :

"In the instant case, the instrumentalitics of the State invited tenders for
Lthe supply of fresh buffale’s and cow's milk and, therefore, this case has to
be decided on the basis of bld by the tenderer., There was no question of any
polley in this case. It is open to the state to adopt a policy different from
the oue In guestion, But if the authority or the State Government chooses to
invite tenders then it must abide by the result of the tender and cannot
arbitrarily and capriclously accept the bid of respondent No. 41 although it
was much higher and to the detriment of the State....There was no question of
any policy decision in the instant casc. The contract of supply of milk was to
be given to Lhe lowest bidder under the terms of the tender notice and the
appellant being the lowest bidder he should have been granted the contract to
supply, especially when he has been doing so for the last so many years."

Accurdingly, the order accepting the tender of the 4th respondent was quashed,
aud the councerned authorities were directed to accept the appellant’s tender.

7.91 It is submitted that the line of reasoning adopted by Matthew J. in
Sukhdev Singh's Case and adopted by Bhagwati J. for himself, Tulzapurkar and
Patlhak JJ. in the Airport Case marks a deveclopment, in the right direction, of
administrative law and the clear cmphasis put on Art. 14 as negativing arbi-
trary action on the part of.'the State. It is submitted that the broader test
applied by Matthew J., and accepted by Bhagwati. J, for determining whether a
Corporation is to be considered as "the State is to be preferred to the nar-
rower lest laid down by the majority in the Rajasthan Electricity Board Case
and adopted by the majority in Sukhdev'’s Case. The above submission is now
supported by the unanimous decision of 5 judges in Hasia’s Case considered in
paras 7.92 to 7.98 bellow. ‘ '

7.92 Hasia's Case marks the culmination of the process which "Matthew J.
stared as Lo the meaning or "other authorities™ in Art.12. In Hasia’s Case the
question for determination arose out of writ petitions filed under Art., 32
challenging Lhe validity of admissions to the Regional Engineering College,
Srinagar ('the College'’) which was one of 15 Engincering Colleges in India
sponsored by Llie Govt. of India, The College was run by a Society (’the Socie-
Ly') registered under the Jambu and Kashmir Registration of Societies Act
1893. The question was whether the Society was 'the Stafe’ under Art. 12, for
only if it was the State could tle admissions to - the College be challenged as
violating Art. 14, Bhagwati J. delivering the unanimous judgment of a Consti-
tution Bench scrutinized the Memorandum of Association and the Rules of the
Society and held that the Society was an instrumentality or agency of the
State and Central Governments and the Society was an authority under Art.12,
for reasons we have set out in paras 7.93 to 7.98 below.
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7.93 Bliagwatl J started the discussion with his Judgment in the Alrport Case,
aund he quoted several passages from that judgment . But it is unneccess .oy to
refor to them because, as we have seen, in the Alrport Case he preferred the
views of Matthew J. In Sikhdev's Case to that of the majority, and we have
ulroady considered the views of Matthew J at length. In Haszia's Case, Bhagwati
J. sald that if agencles and instrumentalities of govt. werc not held to be
‘other authorities' under Art 12, then, '

"It would be the easlest thing for the government to assign to a plurality of
corporations almost every State business such as Post and Telegraph, TV and
Rudlo Rall Road and Telephones - in short every cconomic activity-and thereby
cheat the people of India out of the Fundamental Rights guaranteced to them.
That would be a mockery of the Constitution and nothing short of treachery and
breach of faith with the people of India, because, though apparently the
Corporation will Le carrying out these functions, it will in truth and reality
Le the Governwment which will be controlling the corporation and carrying out
these functions through the instrumentality or agency of the corporation. We
canuwol by a process of judicial construction allow the Fundamental Rights to
be rendered futile and meaningléss and thereby wipe out Chapter IIT from the
Congtitution. That would be contrary to the constitutional faith of the post
Mancka Gandhi era.
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APPERDIX -Q

Procurement Price of Irri/Boro

including transport bonus

Year | Effective Date Price
Month Date Year Paddy Rice
Tk/Quintal Tk/md. Tk/Quintal Tk/md.
1079~-80 November 13 1979 291.69 110 112,03 165.00
1080-81 November 1 1980 308,06 115 182,22 180,00
1981-82 December 7 1981 332.20 124 509,01 190.00
1082-83 April 15 1983 361.6C 135 562,60 210,00
1983-84 April 26 1984 385.78 114 602.77 225.00
1984-85 April 27 1985 142.03 165 661,71 217.00
1985-86 April 27 1986 455.43 170 683,15 255,00
1986-87 May -2 1986 168.82 175 709.93 265.00
1986-87 April 22 1987 335.80 200 557.23 200,00
1987-88 April 20" 1988 535.80 200 825.12 308.00
1988-89 April 20 1989 562.60 210 866.40 323.40
1985-90 March 15 1990 590,00 220 907.50 338.45
1930-91 April 15 1991 643.00 240 990.00 369.50

Source : Ministry of Food.
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OUT STANDING ADVANCES WITH INTEREST
CLASSIFIED BY SECTOR;
ALL DANKS

A S
Suclurs 20-6-39 31-12-89 30-6-90
Amounit Amount No.of Accounts
I 1 J
I. Dublic Sector : 3023,33 3977,08 68,7175
1. Government . 236,08 214,09 6,501
2. Aulonowmous & Sem! 152,51 404,56 19,473
Autonomous Bodes
3. Finuncial Institutions 17,34 6,22 4,562
4. Noun-Fluancial Public  2203,25 3333,27 4,542
Euterprises ' 2275,91 3221,65 2,409
a)Nationalized
Seclor Corporations -
L)Others 27,34 111,62 2,133
5. Local Authorities 2,95 18,94 J3,691
6. Others - - -
II. Private Sector : . 13673,39 14394,173 57,01,574
1. Agriculture & 3560,36 3618,52 47,26,936
Professionals
2. Manufacturing 3618,20 4521,33 3,65,804
Companies
3. Commerce and Trade 4127,40 4444,60 2,563,197
4. Transport & Storage 322,50 387,38 5,277
Companies .
3.Constructions Companies 230,90 345,71 4,452
6.Private Trust Funds& Non-16,15 63,17 313
Profit Organisations . .
7.TFinancial Institutions 19,13 73,22 20,382
8.Professionals & Self 1717,72 421,87 1,72,612
Employed Persons .
9.Foreign Official Enterprises
& Foreign Companies/Firm
engaged in business in
Bangladesh 31,03 231,29 57,140
10.0thers - 297,64 98,461

TOTAL : 16686,72  18371,81 C()?,‘ ,349

aEsT RVAILAE=
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0 N

90 31-12-90 Sectors

Anount No.of Accounts Amount

K L M
1028,80 71,9017 3947,74 1. Public Sector :
231,358 10,823 134,56 1.Governuent
391,97 52,529 448,64 2.Autonomous & Scmi
Autonomous Bodics
16,57 332 349 3.Pinancial Institutions
3271,87 4,555 3318,58 4.Non-Financial Public
' Enterpriges
3168,32 2,389 3219,84 a)Nationalized Secctor
‘ Corporations
103,55 2,166 . 98,74 b)Others.
110,87 3,678 42,47 5.Local Authorities
- . - - 6.0thers
15880,37 57,15,979 17097,97 I1.Private Sector :
3923,75 47,64,113 4025,89 1.Agriculture & Profess~
ionals
5111,04 3,24,612 5787,63 2.Manufacturing Companies
1861,23 2,56,991 5286,81 3.Commerce and Trade
373,15 4,051 393,79 4.Transport & Storage
. . Conmpanies
431,16 3,821 404,28 5.Constructions Companies
36,11 494 58,79 .6.Private Trust Funds &
- Non-profit Organisation
90,32 22,171 108,45 - 7.Financial Institutions
165,86 1,73,465 148,39 8.Professionals & Self-
Employed Persons
207,74 60,271 232,58 9.Foreign Official Enter-
prises & Foreign
Companies/Firm engaged
in business in Bangla-
desh
329,61 1,05,690 351,36 10.0thers

19909,43  57,87,896 . 21045,M GRAND TOTAL :

Source : Statistics Department, Bangladesh Banlk.
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APDEXDIX -8
Welght Quallty and Stock
Cortificate (WQSC)

Direclurate General of Food

Seller 1.5D/C3D/TPC l Date
Address:
Code I Millgate/Mobile/Godown:
Comm- | Varicly Quantity | Quality Indicatorsz
odity ] Price [Total
\ Bags| Kilos|MCX |Others| QLTY Per Kg{Price

I R R R

Tolul Price (In word) -only.

1. Certified that the stock has been purchased in the condition
and quality stated above,

2. Certified that the stock stated above has been received and
slored in Godown

No. - Stack No, ——

3. Certified that the commodity has been weighed 100% and the
stock has been purchased on behalf of the Government as
Government stock.

Approved for payment

Remarks - Bank Dranch

: Seller Signature/Thumb mark
Name of Procurement Officer

Signature of Procurement Officer

Payment information (to be filled by the Bank)

AMOUNT PAID{in words) ~—————— Bank Seal
unly
Reccived
Tk, Seller Sig/Thumbmark  Agent/Teller

Form No. SM-WQSC 1
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NATIONAL STANDARD SPECIFICATION OF
MILLED RICE (WHITE RICE) OF PHILIPPIND

Adilled Rlee

This slandard specification for Milled Rice is herely promulated under a fixed
designalion ITS (Philippluc Trade Standard) %o0.012-02:1973.

This olandard was revised due to the reguest of the National Gralns Authority
abd upuu Lhu suggestlon of the Technlcal Committec to update the standard
specilicalion and the definition of terms to sull the present trend in the
rice industry, IL also lncludes the welght per zach of rice te be 50 kilograms
in accordance with NGA Act,

Sugseslivnus for revislon should be addressed to the Burcau of Standards, P.O.
Bux 3719, Manila, Philippines.

1. Scope :

1.1 This standard specification covers milled rice produced in the Philip-
pines, Lolh for foreigh and domestic trade.

2, Delinition of Terms :

2.1 Fur tlie purpose of this standard, the following terms relating to milled
rice are hereby defined as follows

2.1.1 ¥illed rice-whole or broken kernels where the hulls and at least the
oulur Lran layers and a part of the germ are removed.

2.1.2 Nonglutionous rice ~ generally translucent with greater amylose content
than amylopectin and turns bluish when trecated with potaszium iodideciodine
solulion.

2.1.3 Glutinvus rice - generally opaque, sticky when coolked, with higher
amylopectip than amylose content and turns reddish-brown when treated with
potassium iodide-lodine solution,

2.1.1 Drewer or binlid - portions ¢f a kernel which will pass through a 4/61
sieve (1.587 am).

2.1.3 Droken kernels-milled rice smaller than head rice but larger than brewer
or binlid.

2.1.C Chalky kernels - kernels with 50% or more white portion.
2.1.7 Flinty kernel - kernel with less than 50X white portion.

2.1.8 Foreign matter-impurities such as weed sceds, stones, sand, dirt, etc.
furcign to milled rice.
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2.1.9 Hlead rice - wholo kernels and those not less than 3/1 in glze.
2.1.10 Kernel - edlble portion of a paddy grain.

2.1.11 Milling degree~ the extent or degrec of pollishing the rice kernel.

2.1.12 Other Varleties - rice kernels of different varieties other than the
variely uuder cousideration.

2.1.13 Puddy of Palaly - unhullod grain.
2.1.1¢ Red rice - rice with any degree of redness,
2.1.15 Yellow kernel - yellowish milled rice duc to termentation or heat.

.2.1.16 Damaged kernel =~ kernels attacked by microorganisme, insects and/or
other means.

3. Clusgiticatlon and Grading

3.1 Miillppine milled Yice shall be the following type based on the length of
the kernel.

J.1.1 Type T - Lﬁng grain - long than 5.9 mm.
3.1.2 Type II ~ Medium grain - length ranges from 5.0 to 5.9 mm,
3.1.3 Type II - Short grain - shorter than 5.0 mm,

3.2 Each type shall be graded into sub-types according to the shape based on
the length-width ratio.

3.2 1 Slender - Length-width ratio 3.0 or more.
3.2.2 Buld-Leagth-width ratio ranges from 2.0 to 2.9
3.2.3 Round - Length-width ratio is less than 2.0.

3.3 The description of the milled rice according to types und sub-types shall
be tuken. collectively under the term Grain type.

3.1 Rice shall be classified according to varietal names. Sec Table 16,

3.5 Each group of milled rice shall conform to any of the following classes
according to the degree of milling.

3.3.1 First Class-milled rice from which the husk, the germ, the outer and the
inner bran layers have been removed.
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Standard Grade Requivements for Philippine Milted Rice

Premium Grade 1 Grade 17T Grade I11

1. Hlead rice (%) 95 win 85,0 min  75.0 min  65.0 min
2. Brokoms (%) 1 max 12,0 max 20,0 max 28.0 max
3. Binlid(Passes Lhrough 1 3.0 max 5.0 max 7.0 max

sieve 1/761)(%)

1. Yellow and damaged(%) 0.5 1.0 max 2.0 max 1.0 max

5. Chalky und immature 2.0 4.0 mox 6.0 max 8.0 max
kernels (%)

6. Puddy (Ko./100¢) none 1 max 2 max 3 max

7. Other varieties (%) 2 1 max 6 max 8.0 max

8. Red rice (%) none 0.50 mox 1.0 max 1.5 max

3. Furelgn matter (%) none 0.25 max 0.5 max 1io max

3.5.2 Secoud class - milled rice from which the huzk, germ, the outer and the
major part of the inner bran layers have been removed.

3.5.3 Third class - milled rice from which the husk, a part of the germ and
outer bLran layer but not the inner bran layer has been removed.

3.5.4 Pinawa (brown rice) - milled rice from which only the husk and part of
the germ has been removed.

3.6 Each class of milled rice shall be graded according to the following
duscription.

3.6.1 Premium grade - !Mead rice not less than 95%,not nore than 5% of vwhich
are 3/4 lLernels, broken 1%, binlid 1%, yellow and damaged 0.5%, chalky and
immature kernels 2%, paddy none, other varicties 2%, red rice nonc and foreign
watter nonc.

3.6.2 Grede I - Head ricc not less than 85%,not morc than 5% of which are 3/1
keruels, broken 12%, binlid 3%, yellow and damaged 1%, chalky and immature
keruels 4%, paddy 1 grain/100 grams, other varicties 4%, red rice 0.5%, and
foreign matler 0,25%. )
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3.6.3 Gradu Il1-Head rice not less than 75%, not more than 5% of which are 3/4
kornels, broken 20%, blnlid 5%, yellow and damaged 2%, chalky and Immaturc 6%,
paddy 2 grains/100 grams, other varictics 6%, rved rice 1%, and forelgn matter
0.5%.

3.6.1 Grade II-Head rice not less than 65%, not more than 5% of which ara 3/1
kernols broken 28%, bLinlid 7%, yellow and damaged 4%, chalky and immature
kerncls 0%, paddy 3 grains/100 grams, other varletics 8%, red rice 1.5%, and
foruign malter 1%,

4. Guuneral Reguirements
1.1 Molsture content shall not exceed 11%,

1.2 It shall be free from unpleasant and/or repulsive odor.
4.3 IL shall be free from insect infestation.

4.4 Tho unlt of trading shall be by welght expressed in kilograms or metric
Lons. ‘

. Packing :

5.1 Milled rice shall be packed in new or good used Hes .- n cloth bag, jute
gunny, or plastic sacks without patches and weighing dU kilngraws net to
afford muximum protection from normal hazards of transportation and handling.
Smaller packages may be allowed provided the net weight shall bLe in full
kilograms of 1, or multiple of 5 kilograms subject to buyer/seller agrecment.
6. Marking :

6.1 Each Lag shall be properly labeled with the following information :

(a) Type and subtype, varicty, class, and grade

(L) Sume and address of miller

(c¢) Net weight in kilograms

(d) Crop year and date of :illing

7. Suapling :

7.1 Ten percent (10%) of the total number of bags should be sampled but in no
case should the number of bags sampled be less than five (5§) bags.

7.2 Each probe or handful of sample drawn is called the primary sample. The
combined primary samples are called a composite sample. When a composite

sample lLas Leen properly reduced, it is called the submitted sample. A sample
obtained from the submitted sample is called a working sample.
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7.3 The submitted sample should carry the following information :

7.3.1 Nawe and address of awner

7.3.2 Varioety

7.3.3 Lot numbcr

7.3.1 Number of bags in the lot

7.3.,5 Crop yecar and date of milling

7.3.6 Date of sampling

7.3.7 Xame of ipspector

7.4 Proparation of the working sample - Samples received in the laboratory are
reduced to a working sample. The sample submitted shall be repeatedly divided
50 that the working sample will be the representative of the original. An
efficient divider must be used in the absence of a mechanical divider.

8. Test Method :

. 8,1 Grading test - Weigh .about 100 grams of milled rice from the representa-
tive sample. The head rice shall be separated from other extraneous matter and
weighed to determine the percentage.

8.2 Moisture content determination - The moisture content of milled rice shall
be determined by using a properly calibrated moisture tester or by oven dry-

ing. gn the air-oven method the temperature should be maintained at 105°C +
0.1 CY% +

8.3 Potassium iodide-iodine test—In case of doubt whether a variety is gluti-
nous or not, a KI-I test shall be made on the Kkernels.

3., Effectivity :

9.1 This Standards Admlnistrative,Order shall take effect 20 days after com-
pletion of its publication. .
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BANGLADESH FOOD
POLICY PROJECT

POLICY
BRIEF

May 5, 1992

No. 1

OPEN TENDERING FOR RICE

Why Tender?

The cost of food subsidies weighs heavily on the
government budget. After averaging 2.8 billion taka
($70 million) per year during the 1880Q's, losses in the
Public Food Distribution System (PFDS) exploded in
1990. In that yesr alone, total subsidies jumped to 11
billion taka ($260 million), an amount equal to 60% of
the government's taka contribution to the Annual
Development Plan. Although the drain has returned
to its *normal* 3.5 billion taka (£90 milljon) level in
fiscal year 1991, the recurring high costs have spurred
government and donors to action.

Open tendering for rice offers one way to contain
costs in public food distribution. Through tenders,
government can procure foodgrains domaestically at
lowest-cost bids from private traders instead of
contracting at higher, "official* procurement prices.

In November 1991, the Ministry of Food agreed to
tender for a small portion of their rice procurement on
an experimental basis. To see if tendering would
work well in practice, they ficated two tenders during
the recent Aman harvest season.

Unfortunately, these two tenders largely failed. But
they need not have. With minor modifications, they
could easily have succeeded.

This policy brief reports the procedural problems that
caused these tenders to fail. And it suggests
adjustments that will permit the tendering procedure
to work in subsequent seasons.

Current Procurement

® location: The Directorate General of Food,
government's agent for purchasing and distributing
public food, purchases over 90% of domestically
nrocured public foodgrain from Rajshahi Division. Yet
they distribute that food primarily in other regions
south and east of the Jamuna River, aspecially in the
large urban centers of Dhaka and Chittagong (Table
1).

Location has Iimportant Implications for cost
containment in public procurement. Given the long
distances rice must travel from the procurement zones
in the North West, transport charges and transit
losses figure heavlly In costs of supplying grain to the
distribution centers in the South and East. Rice
purchased at 10.1 taka per kilogram in Bogra will cost
11.1 delivered in Dhaka, a 10% increase over
procurement price in the North West.

These long supply lines increase prospects for transit
loss and system leakage.

Tabie 1
Public Procurement and Distribution of Rice,
by Region
Pracurement Distribution

Rajshahi 81% 21%
Dhaka 2% 39%
Chittagong o] 25%
Khulna 7% 15%
Total 100% 100%

o commodities; Domestically, the DG Food procures
about 800,000 tons of foodgrains per year for
distribution through the Public Food Distribution
System (PFDS). Over 80% of domestic procurement
is rice (Table 2),

o contracting mechanism: To procure this rice, DG
Food depends primarily on what they call *millgate
contracts”, which accounts for 85% of public
foodgrain procurement (Table 2). Through miligate
contracts, the Directorate General of Food, purchases
rice from millers. In theory, the millers are to pay
farmers the official procurement price of 245 taka per
maund for their paddy. DG Food then adds on
standard transport and milling charges to arrive at the
official price it will pay for milled rice. This season,
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that casculation produce a price of 10.1 taka par kilo
of rica throughout most of the procurement areas.
Although many officials and observers refer to millgate
contracts as procurement of paddy, the system
actually involves purchase of [ice.

Table 2

Domestic Procurement for PFDS,1991/82

Rce
- millgate contract 85%
- direct purchage 5%
- paddy, for contract milling 4%
Total rice equivalents 93%
Wheat 7%

Total foodgrains 100%

Inefficiencies [n Millgate Contractin

Three major problems arise in public procurement

through miligate contracts. ¢ .
Procurement _above market_ price. First,

government pays higher than market price for the rice
it procures in the North West. They pay millers the
official 10.1 taka per kilo procurement price for rice,
based on the understanding that millers will then pay
farmers the official producer price of 245 taka per
maund of paddy (one maund equals 37.32 kg).

But this past Aman season, as in most, the market
price for paddy lay well below the “official" price
during the post-harvest months when procurement
was heaviest. This past December and January, the
market price for paddy hovered in the neighborhood
of 220 taka per maund in the North West.

2. Subsidy to_millers, not farmers. Do the millers
actually pay farmers the offickd 245 taka per maund
for their paddy? No. In fact, most millers don't even
deal directly with farmers. Instead, they buy paddy
from private traders. Recent IFPRI research indicates
that gnvernment contract millers purchase over 90%
of the paddy for their miligate contracts through
intermediaries.

Do these intermediary traders pay the farmer 245 taka
per maund? No, they pay the 220 taka market price.
(Box 1)

So who keeps the 25 taka, the difference between the
official producer price of 245 and the average market
price of 2207 It gets split between the miller, the
trader and perhaps the persons who award these

fucrative miligate contracts.

It's clear, of course, who pays the 25 taka, Tho '

government does. Tha 25 taka contribute to the huge
annuat deficit in the foot budget. It represents a direct
subsidy payment from government to millers, traders
and rent-seeking food officials.

3. High storage, handling and tansport cosls. Ontop
of this higher procurement price, government pays
higher handling and tiansport costs than the private
sector would, The Diractorate General of Food pays
double the market price for their standard B-twill
gunny bags, 29 taka instead of 15, For transport,
they pay 40 to 100% more than the private sector
does (Workd Bank, 1992). And transit losses for
publicly handled grain are notoriously high.

The result? Public procurement, handling and

transport to consumntion zones results In high supply
cos!. . (see Box 3)
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Tendering for Leaet-Gost Publiq Procurement

To take full advantage of these polonilol cost savings,
government should adopt a tendering system that
invokes three basic rules:

1. procure tice, not paddy

2. buy in consumption centers, not in
production zones

3. tender at market price, not official
prices

Buying rice (Rule 1) at consumption centars (Rule 2)
relisves the Directorate General of Food of stocking,
milling contracts, bag supply, transport and handling
charges. Instead, It lets the private sector supply
these services, since they do 80 more efficiently than
government,

Setting the purchase price through open tender (Rule
3) will likewise reduce cost to government without
altering the price farmers receive for paddy. Under
current miligate rice purchases, the farmer receives
market price for his paddy. He will continue to do so
under the proposed rice tendering scheme (Box 2).

Why the Two Tenders Falled

Of the two initlal rice tenders launched this Aman
season, both disappointed.

The first tender failed for one simple reason. The
tender documenis listed a maximum allowable bid
price of 10,1 taka per kilo, the officia) procurement
price in the North West. Yet the DG Food tendered
for delivery in Dhaka and Chittagong. Quite naturally,
private traders were unwilling to transport grain 300 to
600 kilometers for free. So nobody bid.

The second tendar made provision for transport costs
by allowing use of a benchmark price, the officlal 10.1
taka procurement price plus estimated transport and
other costs to tha consumption zones. Calculated in
this way, the benchmark price In consuinption zones
came to 11.7 taka per kilo of rice, on average. Bids
came In higher than thig, at 12.1 and 12.6 taka per
kilo, bacause the benchmark calcuiations did not
include insurance, depreciation, administrative
overhead, actual transit and storage losses, or profit
(Box 3).

Even at these higher-than-benchmark prices, the
tender committee recommended purchase of 3,000
tons at the lowest bid prices. Then they ran squarely
into a procedural bottleneck. Government financial
regulations require clearance irom the Ministry of
Finance to purchase rice anywhere in Bangladesh at
above the 10.1 taka official procurement price. DG
Food sought and obtained the necessary clearance,
at the cost of a ten-week defay, Half the bidders
dropped out during that period, as market prices

continued to rise. Five bidders, however, held on tit
the end and signed contracts to deliver 1,500 tons.
They negotiated an extension of the delivery date to

172



April 16, avidently hoping to procure at least part of
their supply from new Boro season rice at lower than
their contracted price.

Nogoseary Adlusiments

To make future tendors work will require saveral
technical adjustments in the tendering procedures.

1. Price
a, ebtain financial sanction before tendering, to
enable purchase at other than official prices
b. accept the lowest bld market price; drop use
of the official benchmark except for
comparative purposes

2. Timing
a. float the tenders earlier, at the beginning of
the season, October and November for the
Aman harvest, March or April for Boro
b. award bids earlier, by January 1 for Aman
procurement, by June 1 for Boro
¢, require delivery well before the next harvest

3. Mechanics

a. let private traders supply gunny bags, grade
B-twill, as part of the package

b. drop the 500 ton minimum bid

¢. offer payment by inland letter of credit as
an option to the curent Weight Quality Stock
Certificate (WQSC), at suppliers cost (see
Rahman, 1992 for details)

4. Quailty standards

a. introduce inspcction by an outside agency,
cost to be born2 by supplier

b. introduce more discriminating quality
standards than the current single grade of Fair
Average Quality (FAQ); Bandladesh Standards
and Testing Institute (BST!) offers as one
possibility the Bangladesh Standard 952 for rice.

The Transition

Public tenderiing for rice must be introduced
gradually. As gavernment refines its rice tendering
procedures, they can increase the tender volumes
and frequency.

As they do, private firmns will organize finance, develop
storage facilities and the confidence necessary for
them to supply large-scale public requirements. At
the same time, gowernment must scale down and
improve management of their own direct procurement
programs.

Ultimately, governmont can aspire to procure all
foodgrains through opon tendors.

Prloritles fo ature
1. Adjust tender procedures, as detailed above.

2. Reform regulations that Inhibit private rice
trade.
a, abolish antl-hoarding laws permanently
b. abolish the Bengal Rice Millers Act
permanently
c. abolish tha ban on bank credit for grain
storage.

3. Introduce the new Management Information System
at the Directorate General of Food, with all possible
speed. Designed with assistance from the FAQ, this
new system will not only improve public management,
it will, for the first time, allow a reliable estimate of
actual costs of pubiic procurement, transporation,
storage and handling. Only when this information is
compared with market tenders will government know
the fuil benefits of open tendering for rice.

The Payoft

In the long run, govarnment’s forward contracts for
rice will serve a valuable integrating role for private
rice traders, Government contracts will provide price
henchmarks that serve as the reference standard for
pfivate trade. Ultimately, as in many wealthy
countries, private firms will also enter into forward
contracts. These futures markets play a valuable
stabilizing role in advanced country grain markets.
Bangladesh, too, can benefit from the information and
market integration they provide. In addition to its
immediate budgetary relief, nublic tendering for rice
can play a major role in modernizing Bangladesh's
raplidly growing domaestic rice market.

International Food Felicy Research Institute (IPFRI)
Bangladesh Food Policy Project

House No. 48, Road No. 16 (New)

Dhanmondi R.A., Dhaka-1209

Phone: 814904
Fax: 883762
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