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INTRODUCTION

One major activity of the Food Management and Research Support Project

(FMRSP) is to provide advisory services to the Government of Bangladesh. From August

1997 through December 1999, the project produced four bound sets of memos, containing

a total of 43 policy memos. This fifth bound set of memos covers the period from

January 2000 to June 2001, and includes 10 policy memos, almost all in response to

specific requests by the Secretary of Food.

During this eighteen month period, Bangladesh government food policy focused

mainly on issues related to plentiful harvests and low prices. Following the 1998 floods

which severely damaged the 1998/99 aman rice crop, the country experienced five

consecutive excellent harvests: 1999 boro/aus, 1999/2000 aman, 2000 boro/aus,

2000/2001 aman and 2001 boro. As a result, concerns oflow market prices for farmers,

size of domestic procurement, quality deterioration of government stocks dominated the

policy agenda.

"Implications ofIncreasing Trade Taxes on Rice Imports", written on 3 January

2000, discussed the implications for prices, imports and government revenues ofputting

on a 2.5 percent development surcharge or a 5 percent customs duty on rice imports.

(Since February 1998, there had been no taxes on rice imports apart from the Advanced

Income Tax (AIT». The memo argued that imposing a tariff on rice imports at that time

would have essentially no effect on coarse rice prices or imports since domestic coarse

rice prices were already below import parity levels. The tariff might nonetheless result in

a small amount of revenues for the government from high-quality rice imports and goods

falsely declared as rice at customs. A 5 percent tariff might be preferred to a 2.5 percent

tariffbecause of the possibility of slightly higher revenues and because it brings the tariff
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again faces another major rice shortage, like that after the 1997/98 aman crop or the 1998

flood, the import tariff could again be removed as a signal to encourage private sector

trade, a policy that was successfully implemented in February 1998.

"Foodgrain Production, Procurement and Distribution: Policy Issues", written 23

February 2000 discussed a number of issues including 199912000 wheat and boro

production estimates, foodgrain distribution and stock levels. The memo suggested that

with given then current production estimates ofwheat and boro production, procurement

ofboro rice and wheat may fall short of target. In this event, additional wheat stocks may

be needed for possible distribution for emergency operations in August, September and

beyond, in another major flood occurs. Thus, the GOB might consider requesting donors

to schedule the arrival of at least 2.0 lakh MTs of wheat food aid in August through

October 2000, with at least 0.9 lakh MTs arriving in August 2000. Alternatively, this

amount of wheat could be imported commercially in July and August 2000.

Moreover, the memo noted that the age of rice stocks was a cause for some

concern. As of the end of January 2000, at least 1.091akh MTs of rice were more than

eight months old. Under the current distribution plan, 44 thousand MTs ofrice stock

would be more than eight months old on 30 June 2000, and 27 thousand MTs of rice

stock will be more than ten months old. Some acceleration in rice distribution was thus

needed. One option would be to increase Vulnerable Group Feeding by 0.5 lakh MTs.

Finally, the memo noted that government foodgrain stock levels reached record

levels at the end of December 1999 (l5.641akh MTs). High levels of stocks provide an

extra margin of safety in managing the PFDS and in preparing for emergencies.

However, because stocks must be rotated to avoid storage losses, high stock levels imply

a large volume of public foodgrain distribution. Given the current programs of the PFDS,
",

buying and selling of rice and wheat typically involve subsidies, as the sales price of the

foodgrain is less than the procurement price plus storage and handling. Thus, larger

distribution tends to imply larger fiscal costs to the government. Improved quality of
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efficiency and reducing the costs of the PFDS. Another option would be for the

government to buy aud sell foodgrain at market prices to rotate stocks, thus enabling

the government to substantially reduce the cost of rotating stocks.

"Implications of Aging Rice and Wheat Stocks", was written on 1 May, 2000 at

the request of the Secretary of Food. This memo examined two major emerging problems

for the PFDS: a build-up of aging rice stocks and sharply increasing fiscal costs. The

memo presented data on the age and quality of current foodgrain stocks and included

projections of the age of stocks under current distribution and procurement plans. Several

broad options for stocks and the PFDS were also analyzed including further increases in

rice distribution, wholesale open market sales to rotate stocks at minimal fiscal cost, and a .

shift in composition and size of foodgrain stocks.

The memo, "The 1999.'2000 Boro Harvest, Market Prices, and Private Imports",

written 22 May, 2000, was written at the request ofMr. Anisuzzaman, Adviser to the

Prime Minister on Food and Agriculture. This memo examined the production outlook,

market prices, imports and India's rice import policy and stocks. The memo concluded

that as of mid-May 2000, the rice supply situation in Bangladesh was more than

adequate. Prospects for the boro harvest were good; world market prices (ex: Bangkok)

were low; and India's rice stocks and market supply so large that their major concem

regarding rice markets appeared to be how to boost Indian farmer prices. Private sector

rice imports into Bangladesh in the coming months were likely to be very small, and

mainly limited to high quality rice. Bangladesh rice stocks were also adequate and were

projected to increase further after boro procurement is completed at the end of August.

The memo cautioned against too large a buildup of rice stocks, since boro rice is

especially difficult to store.

The memo, "Benefits and Costs of Additional Boro Procurement", written 27

July, 2000, discussed issues relating to the age of stocks and rice procurement from the



IV

procurement. If this additional boro procurement was balanced by a reduction in

government commercial imports of the same quantity, the fiscal effects would likely be

approximately neutral, given the expected costs of importing rice from Thailand in early

2001. However, much of the additional boro rice procured would remain in government

stocks through the end of June 2001, seriously deteriorating in quality, unless the public

foodgrain distribution is increased beyond the current plan. Such an increase in

distribution, however, would entail additional fiscal costs.

Another option for supporting farmgate prices without resulting in major storage

problems would be to procure additional aman rice if the aman crop is good. Because

aman rice stores better, and because the rice would be procured later in the year, serious

storage problems could be avoided, at least during fiscal year 2000-2001. In any case, it

will remain important to analyze the implications of future policy changes on both the

volume and age of foodgrain stocks. Various alternatives to minimize the quantity of

deteriorating stocks through adjustments in rice and wheat distribution should also be

analyzed in the coming months.

The memo concluded that there is a tradeoff involved in increasing boro

procurement. Farmers and traders who are able to sell at the procurement centers will

benefit from 1-2 Taka/kg margin between the market price and the procurement price.

But, the Ministry ofFood will face difficulties with aging rice stocks by the end ofthe

200012001 fiscal year unless rice distribution is also increased by approximately the same

amount as the additional procurement.

The memo, "A Note on the State of the PFDS," written on 3 October 2000,

covered. overall foodgrain availability, targeting of the PFDS, and possibilities ofa

significant expansiop in total foodgrain distribution. Regarding foodgrain availability, the

memo noted that although West Bengal (India) had been hard-hit by recent floods, flood

damage in Bangladesh is confined mainly to western parts of the country around Jessore.
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adversely affected. High prices were not a concern; instead the GOB had been attempting

to boost the low price of rice through additional domestic procurement.

One ofUSAID's indicators of the efficiency of the Public Foodgrain Distribution

System, the share of public distribution targeted to the poor, pointed to an efficient and

pro-poor PFDS in 1998/99 and 1999/2000. 84.7 percent offoodgrain distribution in

1999/2000 was through targeted programs, down only slightly from the record 87.9

percent in the 1998/99 flood year. However, for 2000/2001, the share of PFDS foodgrain

distributed through targeted programs was projected to fall to 75.2 percent, mainly

because of200 thousand MTs ofplanned Fair Price Card sales (halfrice and halfwheat).

In principle, recipients ofFair Price Cards are chosen based on legitimate needs. It is

possible, however, that this program could expand to become a permanent ration channel, .

rather than simply a means to help poor households (and stabilize markets) in periods of

high prices. The memo noted, however, that the planned 200 thousand MTs of Fair Price

Card sales may not occur. Market prices of comparable quality grain were below the

stipulated sales prices of rice and wheat (13.0 Tklkg for rice and 9.0 Tklkg for wheat),

and no significant sales had taken place.

Finally, the memo noted that, to deal with perceived problems of lack of storage

capacity, the Directorate General ofFood is in the process ofbuilding more godowns and

hiring 800 to 1000 new employees, adding to the current work force of about 11,000

employees. (Reforms in the early 1990s had reduced the size ofthe DG Food work force

from about 13,000 in 1992 to about 9,000 in 1994.) Together with the possibility of

expansion in fair price card distribution, the planned increase in storage capacity and

work force could indicate a potentially major expansion of the PFDS.

"Food Aid Levels and Producer Price Incentives", written 16 November 2000,

discussed the possibilities that food aid in 2000/2001 is depressing market prices below

import parity levels and having a negative effect on domestic wheat production and

farmer incomes. In general, in order to avoid depressing market prices below import
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be imported by the private sector under free trade in the absence of food aid. In

1999/2000, the 806 thousand MTs of private sector imports and 813 thousand MTs of

public net distribution (total distribution less domestic procurement) added a total of

1.619 million MTs ofwheat to domestic supplies. Given that domestic prices remained

close to estimated import parity prices for most of the year, and perhaps more important,

that large amounts ofwheat were imported by the private sector, it appears that food aid

did not lead to price disincentive effects for Bangladesh wheat farmers in 199912000.

However, bumper rice harvests (which reduce rice prices and thereby reduce

consumer demand for wheat) could reduce demand for privately imported or PFDS wheat

to 1.24 million MTs at 1999-2000 world wheat price level, or to about 940 thousand MTs

at the higher, five-year average world price level. Given that import demand for milling

wheat is about 360 thousand MTs per year, total demand for privately imported or PFDS

ordinary wheat would be only about 580 thousand MTs in the latter scenario. Net PFDS

distribution greater than this amount would drive domestic prices below import parity

levels.

There are some indications that this last scenario may not be unrealistic. Since

April 2000, national average domestic wheat prices have fallen to an average of 1.1 Tk/kg

below estimated import parity levels. Nonetheless, private sector imports remained high.

From April through June, this was apparently due to imports of exceptionally low-priced

wheat (about $1301MT C&F Chittagong) from the ED and Turkey. This low-priced

wheat is reportedly no longer available in the international market, however, and official

data on imports through August 2000 indicated that private market imports had slowed

considerably after June 2000.

The memo concluded that, unlike the situation throughout much of the last three

years, there is a realistic possibility that food aid inflows, (togetiIer with stock draw

downs), distributed through the PFDS, could result in price disincentive effects for

Bangladesh wheat producers in 2000/2001. Further analysis is required, taking into
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consumer demand for wheat, and sensitivity of the results to alternative assumptions of

world prices and economic parameters. Ifbountiful rice harvests continue and world

wheat prices rise, possible price disincentives offood aid (and Ministry of Food

commercial imports) could once again become a major food policy issue for Bangladesh.

The memo, "Implications of a 1 lakh Increase in FFW Rice Distribution," written

on 22 February 2001 by Paul Dorosh and Ruhul Amin, Director, FPMU, discussed the

implications of the proposed Ilakh MT increase in FFW rice distribution in terms of

public foodgrain stocks, fiscal costs and leakages, and market prices of rice.

The memo stated that current and projected foodgrain stocks, coupled with

relatively low market prices following the successful 2000/2001 aman harvest, were more

than sufficient to permit a 1 lakh MT increasing in rice distribution through FFW from

March to May 2001. Even with the additional distribution, foodgrain stocks were

projected to be 991 thousand MIs (net) and 1.083 million MTs (gross). Moreover, some

increase in rice distribution (beyond current plans and normal July-September

distribution) was needed to avoid having about 70 thousand MTs of rice reach nine

months ofage by the end of September 2001.

However, fiscal costs of additional distribution are high -- 140 crore Taka (25.9

million dollars). Moreover, rapid increases in distribution entail increased risk of

leakages and diversion of resources that could be embarrassing to the Goverrunent.

Finally, additional distribution could lower wholesale market prices of coarse rice in

March-May 2001 by 4 to 10 percent (0.5 to 1.1 Tk/kg), compared to prices in the absence

ofadditional distribution. A smaller increase in FFW rice distribution would have

proportionately less fiscal costs and market price impacts.

Thus, increased distribution, while feasible, could come at a potentially high cost

both to the goverrunent budget and to farmers, in general. A more moderate increase in

FFW rice distribution (of 50 to 70 thousand MTs) would limit the direct fiscal costs and
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rice for wheat in various channels would solve the aging rice stock problem at an even

lesser fiscal cost, however.

The 10 April, 2001 memo, "Some Observations on Food Aid, Food Stocks and the

Public Foodgrain Distribution System", formed the basis of a presentation on various

food policy issues. This memo discussed the role offood aid in food security, pressure

for expansion ofthe Public Foodgrain Distribution System, and assessing the need for

food aid in an emergency situation. Food aid has made a major positive contribution to

food security and development in Bangladesh through providing the resources for

increased access to food by poor households as well as funding programs for rural

infrastructure, training and other projects. Food aid's role in increasing availability of

foodgrain has diminished over time, but its usefulness for increasing access to food by the'

poor continues. Evaluating the levels of non-emergency food aid should take into

account, however, options for using cash-funded programs as an alternative to food

transfers. It is important that reductions in food aid, if they occur, do not lead to

reductions in overall funding for programs to increase food security. Finally, the memo

suggested that further efforts are needed to reduce leakages within the PFDS and to

explore options for non-food programs to increase access to food by the poor.

"Implications ofa 1 lakh Increase in Wheat Distribution," written 3 May, 2001,

discussed the implications of a proposed 1.25 lakh MT increase in wheat distribution in

terms ofpublic foodgrain stocks, fiscal costs and leakages. Under then current

distribution and procurement plans, wheat stocks at the end ofJune 2001 were expected

to be 263 thousand MTs, with total stocks of915 thousand MTs. An increase in wheat

distribution by 1.25 lakh MTs over the last two months of the 2000/2001 fiscal year

would lower (net) wheat stocks to only 138 thousand MTs and total (net) stocks to 739

thousand MTs. This would bring wheat stocks to dangerously low levels.

The memo also noted that fiscal costs of additional wheat distribution were high ­

152.5 crore Taka (28.2 million dollars). Distributing an extra Ilakh MTs ofrice instead
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million dollars). Moreover, rapid increases in distribution of either rice or wheat entail

increased risk ofleakages and diversion ofresources that could be embarrassing to the

Government.

The memos included in this volume, (along with the memos in the earlier four

volumes) are the products of a team effort. Dr. Paul Dorosh, Economist and Chiefof

Party of the FMRSP, wrote the initial drafts of all memos this fifth volume. Mr. Naser

Farid, Additional Director of the FPMU, made major contributions to the statistical and

economic analysis in almost all these memos. Ruhul Amin, Director of the FPMU, added

many important insights on the policy issues involved, and Carlo del Ninno provided

helpful comments on drafts of several memos. Mr. A.K.M Nurul Afsar, Additional

Director General, Directorate General ofFood, also provided useful insights and technical

information on foodgrain stocks for several memos. Mohammed Abdul Aziz, Project

Director of the FMRSP made major contributions as well, particularly on the 23 February

2000 memo, "Foodgrain Production, Procurement and Distribution: Policy Issues". In

addition, a number of others provided research support, including Mr. Hajikul Islam,

Research Officer, FPMU, Mr. Anaml Kabir, research assistant, FMRSP-IFPRI, and Mr.

Mohammad Saifur Rahman, research analyst, FMRSP-IFPRI.

Finally, although much of the analysis in these memos was enhanced by research

results from reports by International Food Policy Research Institute and Bangladesh

Institute of Development Studies researchers as part of the FMRSP, these memos are not

research reports. Rather, almost all were written in response to direct requests of the

Ministry ofFood, often under very tight time constraints. The major purpose of these

memos, thus, was not to provide a comprehensive analysis of these topics, but to provide

timely, practical policy analysis needed for current policy decisions.



FMRSPmemo
3 January, 2000

Implications of Increasing Trade Taxes on Rice Imports

Since February 1998, there have been no taxes on rice imports apart from the

Advanced Income Tax (AIT). This memo discusses the implications for prices, imports

and government revenues of putting on a 2.5 percent development surcharge or a 5

percent customs duty on rice imports.

As shown in Figure 1, the average wholesale price of coarse rice in Dhaka has

ranged from 2.0 to 3.2 Taka/kg below the cost of imported rice (from India) since the

bumper boro rice harvest in mid-1999. With no price incentive to import coarse rice, rice

imports have fallen dramatically from an average of 2.26 lakh MTs per month in the first

six months of 1999, to only 15 thousand MTs in November 1999. With the good

1999/2000 aman harvest now reaching domestic markets, the market price is likely to

remain significantly below import parity levels until at least April 2000. Thus, imports of

coarse rice are likely to be very small in the next several months.

Note that it is likely that the rice import figure for July through November 1999

reflects high-quality rice imports and false customs declarations to evade payments for

other imported goods with high duties. As shown above there was no price incentive for

these imports (at least for sales in Dhaka): importers would lose more than 2.0 Tklkg for

every kilogram imported. Several newspapers have reported the practice of false customs

declarations that some traders use to evade taxes on imports of fruit and other high-tariff

items. Moreover, for the most recent period for which comparable data are available for

both countries, (April 1998 through March 1999), Bangladesh customs data on rice

imports exceed the Indian figures by 1.0 million MTs (3.2 million MTs compared with

2.2 million MTs)..

"" ". -.



What then would be the effect of increasing taxes on coarse rice imports?

I. Since the cost of imported coarse rice is already more than 2.0 Tk/kg higher than

domestic rice (and imports are near zero), an additional tariff will only raise the cost

of imported rice, further reducing incentives for imports. Imports will remain near

zero.

2. Since there are almost no coarse rice imports now, there will be essentially no effect

on coarse rice supply or domestic coarse rice prices.

3. A tariff may lead to a small amount ofgovemment revenues through continued

imports ofhigher quality rice and possibly through the tariff on goods falsely

declared as rice. At the November 1999 level ofrice imports of 15 thousand MTs

and an estimated C+F price of 12.0 Tk/kg, a 2.5 percent tax would generate 45 lakh

Taka per month and a 5.0 percent tax would generate 90 lakh Taka per month.

In the medium-nm. if the rice tariff remains and Bangladesh again imports a

significant amount of rice, it is important to consider the implications of the tariff

structure on producer incentives. Wheat imports currently face both the 2.5 percent

development surcharge and the 5 percent customs duty. Wheat production is thus

protected relative to the world market, while rice production is not. Keeping rice tariffs

close to those ofwheat will avoid a tariffbias in favor ofwheat production over rice

production.

Conclusions

Imposing a tariff on rice imports at this time will have essentially no effect on

coarse rice prices or imports since domestic coarse rice prices are already below import

parity levels. The tariff may nonetheless result in a small amount ofrevenues for the
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government from high-quality rice imports and goods falsely declared as rice at customs.

A 5 percent tariffmay be preferred to a 2.5 percent tariffbecause of the possibility of

slightly higher revenues and because it brings the tariff structure for rice closer to that of

wheat. If Bangladesh again faces another major rice shortage, like that after the 1997/98

aman crop or the 1998 flood, the import tariff could again be removed as a signal to

encourage private sector trade, a policy that was successfully implemented in February

1998.



Figure 1 - Rice Prices and Quantity of Private Rice Imports in Bangladesh, 1993-99
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FPMU/FMRSP memo
23 February, 2000

Foodgrain Production, Procurement and Distribution: Policy Issues

1999/2000 Wheat Production Estimate

• Wheat acreage reported by DAE shows a 15% decrease this year (7.25 lakh hectares)

compared to last year (8.57 lakh hectares).

• Last year's final production estimate ofBBS was 19.08 lakh MTs, with an estimated

yield of2.23 MTs/hectare, (0.875 MT/acre). This year's yield prospect seems

relatively better than last year due to favorable weather condition (sufficient rainfall

at flowering stage, in particular).

• Projected wheat output is in the range of 16.5 to 17.5 lakh MTs, an 8.3 to 13.5 percent

production decline.

Fixation of Government Wheat Procurement Price and Quantity

• The level of Government opening stock ofwheat in February was 8.18 lakh MTs,

which was about 10% higher than opening stock ofwheat in February, 1999 (7.45

lakh MTs). Delayed wheat offtake in the month of February and March, 2000 may

cause a relatively higher wheat stock level prior to procurement season. This may

constrain in getting enough godown space in intensive procurement region.

1999/2000 Boro Production Prospect

• The progress in cultivation of Boro this year is lagging behind, as per reports ofDAE

received so far. The latest estimate ofDAE shows about a I percent decrease in area

coverage (26.99 lakh hectares through 15/02/2000) compared to the same period of



last year (27.20 lakh hectares) though the current input supply and price situation

seems satisfactory at this moment.

• Against the BBS's final production estimate ofBoro last year (105.5 lakh m. tons),

this year's Boro production target has been set at 92 lakh m. tons. Influenced by a

higher than normal pre-plantation rice price situation and Government's post-flood

rehabilitation programmes, last year's Boro production was exceptionally high.

Distribution and Stock Levels

• Current target levels ofrice and wheat procurement are 2 lakh MTs aman; 2.5 lakh

MTs boro and 2 lakh MTs wheat. Under the current proposed distribution plan of

8.761akh MTs ofrice and 11.l81akh MTs ofwheat, net stocks at the end ofJune

2000 will be 8.90 lakh MTs, (4.96Iakh MTs ofrice and 3.94 lakh MTs of wheat).

• Given the current production estimates discussed above, procurement of boro rice

aud wheat may fall short of target. Ifboth boro and wheat production fall short by

0.5 lakh MTs, (so that boro procurement is 2.0 lakh MIs and wheat procurement is

1.5 lakh MIs), then net stocks aUhe end of June 2000 will be 7.90 lakh MTs, (4.46

lakh MIs ofrice and 3.45 lakh MTs of wheat).

• Although, this level of stocks is sufficient for the period through July or August,

2000, additional wheat stocks are needed for possible distribution for emergency

operations in August, September and beyond, in the event of a major flood. The

donors should be requested to schedule the arrival of at least 2.0 lakh MTs of wheat

food aid in August through October 2000, with at least 0.9 lakh MTs arriving in

August 2000. Alternatively, this amount of wheat may be imported commercially

in July and August 2000.
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• Age of rice stocks is of some concern, however. As of the end of January 2000, at

least 1.09 lakh MTs ofrice were more than eight months old. (In terms of quality,

1.191akh MTs ofrice were DSD-2 as of31 January, 2000.) Under the current

distribution plan, 44 thousand MTs ofrice stock will be more than eight months old

on 30 June 2000, and 27 thousand MTs ofrice stock will be more than ten months

old. Some acceleration in rice distribution is thus needed.

• The recently approved 0.50 lakh MTs increase in rice distribution through

Vulnerable Group Feeding may be reviewed in late March and early April.

Distribution ofVGF would depend on field conditions at that time.

Food Aid for 2000/2001

• Current distribution plans for wheat in 2000/2001 total10.14lakh MTs. With only 5

lakh MTs ofprojected food aid, 21akh MTs ofGOB commercial imports and 21akh

MTs ofdomestic procurement, wheat stock levels would fall to 1.5 lakh MTs at the

end ofJune 2001.

• Additional food aid wheat from the United States, (3 lakh MTs of U.S. 416B and 0.5

lakh MTs ofPL480 Title I), would enable the government to maintain wheat stocks at

a safe level and perhaps reduce its own commercial imports slightly.

Levels of Stock and Total PFDS Distribution

• Government foodgrain stock levels reached record levels at the end ofDecember

1999 (l5.641akh MTs). High levels of stocks provide an extra margin of safety in

managing the PFDS and in preparing for emergencies.

• However, because stocks must be rotated to avoid storage losses, high stock levels

imply a large volume of public foodgrain distribution. If rice can be safely stored



for six months, then the rice stock must be rotated twice during the year. Thus, 5

rakh MTs of rice stock would imply 10 lakh MTs annual rice procurement and

distribution.

• If storage facilities and the quality of procured rice improve so that rice can be stored

eight months, then on average, the rice stock must be rotated 1.5 times per year. 5

lakh MTs of rice stock would imply approximately 7.5 lakh MTs of annual rice

procurement and distribution.

• Given the current programs of the PFDS, buying and selling ofrice and wheat

typically involve subsidies, as the sales price of the foodgrain is less than the

procurement price plus storage and handling. Thus, larger distribution tends to imply

larger fiscal costs to the government.

• Improved quality of procured grain and improved storage facilities are one major way·

of improving the efficiency and reducing the costs of the PFDS. By reducing the

need to rotate stocks, the government can hold higher average stocks without

increasing total procurement, distribution or subsidies.

• Another option would be for the government to buy and sell foodgrain at market

prices to rotate stocks. This could also reduce the costs of reducing stocks

substantially.

• In summary, because of the need to rotate stocks, stock levels are closely linked to the

volume of procurement and distribution. The implications of stock levels on the size

ofthe PFDS and the government budget require further analysis.



Table 1: Projected Quantity and Age of Rice Stocks under Option 2, 1999·2000

July'99

August

September

October

November
December

January '2000

February

March
April

May
June

End Stock
Rice
Total

745
846
800
716
648
650
650
549
442
343
422
446

End Stock
Rice

>6months
62
92
88
88

257
368
333
330
237
117
72
79

End Stock
Rice

> 7months
o

14
33
o

18
226
250
183
223
113

71
46

End Stock
Rice

> Smonths
o
o
o
o
o
o

109
100
75
99
68
44

End Stock
Rice

> 10months
o
o
o
o
o
o
o
o
o
o
o

27

Note: Old stock is defined as old stock in addition to the projected typical 0.7 thousand MTs
of rice storage losses per month.

Source: Ministry of Food, FPMU.



Table 2: Projected Quantity and Age of Wheat Stocks under Option 2,1999·2000

July'99

August
September

October

November

December
Jan '2000

February

Marcb

April

May
June

End Stock
Wheat
Total

411
404
499
622
763
914
818
763
602
495
402
345

End Stock
Wheat

>6months
o
o

54
145
181
141

3
o
o
o
o

78

End Stock
Wheat

> 7months
o
o
o
o

75
77
2
o
o
o
o
o

End Stock
Wheat

> 8months
o
o
o
o
o
o
o
o
o
o
o
o

Note: Old stock Is defined as old stock In addition to the projected typical 1.0 thousand MT
of wheat storage losses per month.

Source: Ministry of Food, FPMU.



Figure 1 - Rice Prices and Quantity of Private Rice Imports in Bangladesh, 1993-2000
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Table 2a: Projected Quantity and Age of Rice Stocks under Option 1, 1999·2000

July'99
August
September
October
November
Oecember
January '2000
February
Marcb
April
May
June

End Stock
Rice

Total
745
846
800
716
648
650
650
549
442
373
477
526

End Stock
Rice

>6 months
62
92
88
88

257
368
333
330
237
147
102
109

End Stock
Rice

> 7months
o

14
33
o

18
226
250
183
223
143
101
76

End Stock
Rice

> 8months
o
o
o
o
o
o

109
100
75

129
98
76

End Stock
Rice

> 10months
o
o
o
o
o
o
o
o
o
o
o

57

!

, Note: Old stock is defined as old stock in addition to the projected typical 0.7 thousand MTs
of rice storage losses per month,

Source: Ministry of Food, FPMU,

19 February 2000
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FPMU
Monthly Projection of Govl Stock, Procurement., Import, Offtake of Rice & Wheat during 199912000

Option 1: Base Scenario
19 Feb 2000
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Monthly Projection of Govt. Stock, Procurement, Import. Offtake of Rice &Wheat dUring 199912000

Option 2: (with low procurement)
19 Feb 2000

o
N
o
J

F
M,
M

,

roooMTl,V¥¥ •••• ,

Nlli OPENING STOCK ADDITION TOTAL OFF-TAKE TOtal StOCk net of
Domestic Import 'DOl' .,CE WHEAT OfF- transit deduct

Procurement Foo<l comrMatat Import nON Priced Non-Prlced .'ce prICed NOn~rlced Wheat TAKE
Rlcew--~Rice Wheat Tot31 Rice heat Total e !'leat • >t lee heat tOUI OMS.' OP EP TOtal FW veo FFE Til VCF Cll: ers Total ToUl OMSIIfM LEI EP Total FFW veo FFE Til VGF ell her TOUI Total

FPC FPC

,''' ~g:1 50< 1,199 83 , 840 00 0 0 0' 0 84 0.0 0.6 10.• 11.0 00 SS 0,0 0 0.0 0.4 0.3 6,' 17.3 1.2 1.2 1.0 •• 9,9 3.' '.2 0.0 0.0 0.0 0.1 00· 13.3 23.3 40.5 745 411 1156 J
~ust 760 <81 1,241 ,.. 0 168 0 7 0 0 0 7 7 155 0.1 0.7 10.~ 11.7 0.0 14.6 00 0 15.8 0.6 4.1 35.1 46.7 3.0 1.1 0.8 73 12.2 0.' 0.2 00 0.0 0.20.3 00: 1.1 13.3 60.' 846 406 1249 ~

'tern .., m 1.334 " 0 14 0 109 0 0 0 '09 109 123 0.1 0.7 10.7 11.4 1 16.2 0,0 0 22.6 1.3 6.3· 47.2 58.' 23 1.5 00 ti.f;· 10.4 03 0.1 0.0 0.0 0.2 1,5 0.0: 2.2 12.5 71.1 800 '99 1300 5>!,. .,. ... 1,385 0 0 o 3 191 0 0 3 ,>1 194 194 0.6 0.7 10.8 12.1 o 11.3 35.7 3 111.5 2.5 3.2: 74.9 87.0 3.7 1,5 0.11 7.P' 14.0 3.7 24.4 21.6 0.2 2.5 0,3 0 ' 1 52.8 66,7 153.8 716 622 1339
rem '" .02 1,424 0 0 012100 0 1 210' 211 211 0.0 0.7 10.2 10.9 0 1.8 30.7 8 11.'3 0,5 5.3. 57.9 68.8 4.4 1.3 011 7. 14.1 164 162 110 100 02 03 03 54.' 68.5 137.3 648 763 1(11
:em .., 833 1.496 " 0 3302560 0 0 2.. '" 28 00 0,7 11.0 11.7 2 '.0 T3 8 2./5 0.3 3.7 18.9 30,' 30 1.0 011 7.' 12.4 20.2 211.4 24.5 137 03 22 08 91.1 103,5 134.1 650 914 1564
n" ... .11< 1,649 117 0 117 o " o 0 0 " " 160 0,0 06 10.5 11.1 62 '.3 16.6 1 152 0.2 5.2 105.5 116.6 2.8 3,8 1.0 8.2 15.8 48.7 6.0 48,11 2.3 153 0,0.0,6 121.7 137.5 254.1 650 818 1466
OJ

.."" ... 888 1,553 50 0 500 7' 0 0 0 7S 7S '2 0,0 1.0 11.6 12.6 62 30250 5 150502.2 137.2 149.8 100 2.0 1.0 .0 22.0 75.0 0.0 8.0 150 2,05020107.0 129.0 278.8 549 763 1312
Irch ... 833 1.397 0 30 300 o 0 0 0 0 o 30 00 1,0 10/5 11.6 " 30 21.0 2 25.0 50 2,0 95.0 106.6 50 2.0 1.0 .0 17.0 135.0 5.9 10.0 15,0 0.0 50 30173.0 190.0 296.6 ..2 602 1044
)ril <57 672 1,129 2. 50 750 o 0 0 0 0 o 7 00 T.O 10,0 11.0 60 20 200 2 25.0 2.0 1.0 112.0 123.0 5.0 2,0 1.0 10.0 18.0 115.0 10.0 10.0 150 00 50 3 a 138.0 156.0 279. 343 495 838
ay 3.. 585 92' '2' 50 175 0 o 0 0 0 0 0 17 0,0 1.0 10,0 11.0 30 00 0.0 1 0.0 2.0 1.0 34.0 45.0 5.0 1.0 1.0 10.0; 17.0 85.0 10.0 33.0 15.0 0.0 0.0 30126.0 143,0 168. 422 402 82.n. '" <72 "'" 50 ,. .90 o 0 0 0 0 0 • 00 1.0 10,0 11.0 " 0.0 0,0 0 0.0 0.0 1.0 15.0 ".0 50 1.0 1.0 8.0. 15.0 0.0 10.0 33.0 14.0 0.0 0.0 3,0 60.0 75.0 101. 446 345 790 J

'" '" '50 79< , '"'0
, ,

'"' '"
, , 10 '27 137 288 .. '50 30 IS' " " 739 '" 50 " " OJ '" '" '20 200 '00 " 20. 16 '" 1118 ,

J~ '99 - Dec'99 1m 1 278 , mo , , m m}~> , .. " 3 50 .." 12 , 23 2<0 309 ,. • • " 13 " " " " 3 5, , 215 '" 597 734 6021 13371
J"""", 2000 367 149, 516 0 118 0 , , ,,. 118 0 • 63 ..... " 83" 50 " 12 '" '" " 12 • 54 1051 419 " '" 76 17 " " '" 631 "" 47S 571 '1146

""
IItloMl 0I:str1buti0n tllrough TR, VGF-s FFW for whldl appnwal tint .kudy been otvll'l·
: 15.0lXl Mrs. TR XI.I»:lMT. FfW ]).(00 Ml riee =15,OXl Mrs rice
VI1foulII'IADP p-oject with W'*'~tBosll: lScrote Tk@13.0TI</Kg",1\.538MTsdR,i:;eIlFetn.la'y2OCiJ;
caic:rl kl"a-ious ADPprojed is 5Oll'lcu$a'ld Ml1iMal a-o:l11a1l.h MT rice (LGEO 1.00 t.akh MT - woe 5O.COOMT)
:~~

: (PM apptOY~ I

75.0
11.5 (again conver1ed t:>eash I

150.0
.(2.0

50'
311.0

posedfdemlnd
a) WBD (extra ptOp::ISa'l ~

stic Proc:uremtn1 (1999-2000 I Scen.11o-2
/BORO =2..t51ald1 MT (Alrea:ly Procured I
A,N "' 2,00 Lakh IdT {Ptc;ecled I
/BORD =200 Iald1IdT {Projecltd I
EAT =150LakhMT{f'roiecle<I}

stOCkk·1



FPMU

MonthI)' Projoc:tIon 01 Govt Stocll, Procuroment, Import, OlIlake 01 Rice & WhNl during 2000I2001
~--

M
'A
M

:0
N
o

l ...•........ •

:NINGSTOCK AllDIT10N TOTAL OFfoTAKE Total >tOClC net Of
DomeStiC 1m AllOI- RICE WHEAT OFF- trans~ deduct

Ptocuremtnt f<lOdAkl tornrnereIaJTotaIlm TION PrICe<I NOn-Pr1c:eCl RICe PrIetO Non-Pr1ced wnw TAKE
RICe _ TOtiil

Wtlea 1 Total Ice wneaTota
RICe _ Ric _ Ric .... ota! f"'S' tlP EP Tot FF \/OIl Fl'E TR VGF GIl om lota Total OMS OH LS EP Tot FFW vee FFE TR VCF OR Otn Total Total

FPC FPC
I :US 790 7' 0 75 0 0 0 0 0 0 7 0.0 0.. 10.e 11.1 0.0 12.0 ••• o ~. 2.. 0.3 16.9 28.0 no 1.0 1.0 aD 10.0 0.• •.0 00 0.0 0.00.0 0.0 0.• 10.0 38. 47. 264 7/1tl J

334 825 7. 0 75 0 90 0 0 0 .. 90 ,. fO.O 1.0 10.8 21.6 0.0 12.0 0.• to 2.0 20.4 1.1 45.5 67.1 0.0 1.0 1.0 aD 10.0 0.0 0.0 0.0 10.0 0.0 0.0 •.0 10.0 20.0 87.1 484 333 817 ~.., 902 0 • 0 0 35 0 • 0 35 35 ., 20.0 1.0 11.0 32.0 o 12.0 25.0 10 2.0 20.0 4.0 73.0 105.0 0.0 1.0 1.0 1.0 10.0 0.• 00 0.0 10.0 0.0 0.0 ,.. 11.0 21.0 126.• 318 346 n4 S.,. 809 0 0 0 0 SO • 0 0 so SO
1;;'

30.0 1.0 ,., /Itl.8 o 5.0 25.0 o 00 41f 5.0 41.6 82.5 10.0 1.0 1.0 aD 20.0 0.0 10.0 17.0 00 0.0 0.0 0.' 27.1 47.1 129.' 295 348 643 C.,. na 0 0 0 0 0'00 0'00 0 100 0.0 1.0 8.7 10.7 o 5.0 25.0 o 0.0 0.0 U 37.9 48.• 20.0 1.0 2.0 3.0 31.0 25..0 10.0 17.0 0.0 0.0 0.0 3.' 55.8 86.8 13SA 346 260 606 ,
330 691 so 0 SO 0 100 so o so '00 1SO 2ClCl 0.0 0.0 10.2 10.2 10 5.0 25.0 o 0.0 0.0 $.1 45.1 55.3 30.0 1.0 2.0 40 41.0 25.0 10.0 11.0 ••• 0.0 0.0 •.2 522 93.2 148.' 390 266 .56 [
330 741 '00 • 100 • 75 • 0 • 75 75 175 0.0 0.0 '0.11 10.9 20 5.0 25.0 o 0.0 0.0 4.8 54.8 65.7 0.0 2.0 2.0 8.0 12.0 50.0 10.0 17.0 ••• 0.0 0.0 ~. 79.• 91.0 156. 423 249 673 J
310 758 so 0, SO • so 0 0 • so SO

~: 20.0 1.0 11.0,32.6 25 4.0 13.0 o 0.0 0.0 2.2' 44.2 76.8 20.0 2.0 1.0 8.0
1
31.0 100.0 10.0 17.0 0.0 0.0 0.0,2.0129.0 160.0 236.8 396 138 S34 F

•.0 ~.I 58.0
I !200 619 • 30 30 • so • '00 • 150

1

150 20.0 1.0 10.0 j31.6 40 4.0 12.0 o 0.0 89.7 20.0 2.0 1.0 11.0 32.0 100.0 10.0 10.0 0.0 0.0 0.0 1.0! 127.0 159.0 2.48. S06 158 464 ,
~. 549 25 3D 10S • so • '00 • 150 150I: 0.0 1.0 10.°111.0 20 •. 0 00 10 3.0 0.0 1.0 34.0 45.0 0.0 1.0 1.0 ,.0111.0 75.0 20.0 33.0 10.0 0.0 0.0 1.0\159.0 1SO.0 195.0 28S 237 S22 ,
307 607 ,SO so 200 0 0 • 0 • .1 0 0.0 1.0 1D.0i11.O ,. ••• •.0 10 3.0 0.0 1.0 24.0 35.0 0.0 1.0 1.0 11.0,11.0 25.0 20.0 33.0 10.0 0.0 0.0 2.0! 90.0 101.0 136.0 399 186 585'
250 670 75 40 115 • • • 0 • • 0 11! 0.0 1.0 10.0i11.0 • ••• ••• 10 3.0 0.0 1.0 14.0 25.0 0.0 1.0 1.0 aD 10.0 0.0 20.0 33.0 10.0 0.0 0.0 2.0 65.0 75.0 100.0 448 1SO S98 J

"'" "" "'" 0 5I>l ,so "" ,so
"'" 150 "" '''' '0 1251 235 '25 '" ISO SO IS so '" ... '24 '''' IS IS WI 229 ..,

"" "" SO 0 0 lSI 185 "14 ,
".""""", "" 0 "" 0 m ,so 0 ISO m '" .,. 0' • ., '26 10 51 '''' '" • so 2J "" '" 0' • • "1122150 ., 51 20 0 0 5 IS' Z78 '"01...... .,." ..,

"" 0>0' 0 225 0 "'" .'" '" 1
.. • " 1011 115 '3 so ., • 0 12 j 2291 3371 40 • , 51 '07 ,., so ". ., 0 0 10 '" 7361 10731

_.,



;:;:;,;,:>~",;; .. ,

,...,yr..... Tr< OF AGING :RICE ANil,,:;;' >:;,:,~

>.)<,:.,

. WHEAT STOCKS

~. 7 ,."

FMAY, 2000



FMRSPIFPMU memo
1 May, 2000

Fiscal Implications of AgeingRice Stocks

With a good 1998/1999 boro harvest in mid-1999 and a good 1999/2000 aman

harvest in December 1999, the supply of rice' in Bangladesh has been adequate. As a

result, monthly average market prices (wholesale Dhaka coarse rice) ranged from 11.1 to

12.5 Tk/kg over the last nine months (from July 1999 through March 2000), and were on

average 16.7 percent lower than in the same period in 1998-99. Prospects for the

199912000 boro crop are also good, with current BBS estimates of9.2 million MTs,

compared to the official estimate of 10.05 million MTs for 1998/99.

Nonetheless, two major problems for the Public Foodgrain Distribution System

are emerging: a build-up of ageing rice stocks and sharply increasing fiscal costs. This

memo presents data on the age and quality of current foodgrain stocks and projections of

the age of stocks under current distribution and procurement plans. The reasons for this

build-up ofageing foodgrain stocks (a higher stock target, increased distribution,

insufficient quantity and speed ofdistribution) are then discussed. Several broad options

for stocks and the PFDS are then presented including further increases in rice

distribution, wholesale open market sales to rotate stocks at minimal fiscal cost, and a

shift in composition and size offoodgrain stocks.

Ageing Foodgrain Stocks

As shown in Table I, of the 6.311akh MTs ofrice stocks at the end ofMarch

2000, 3.92 lakh MTs were at least six months old, and 2.30 lakh MTs were more than

eight months old. Large-scale rice planned distribution 00.64 lakh MTs from April

through June, if implemented, will ease the stock situation by the end ofthe fiscal year.



(Rice distribution in these three months includes 208 thousand MTs through Food For

Work, 64 thousand MTs through Food For Education and 42 thousand MTs through

Vulnerable Group Feeding. Note that these amounts already include the proposed

increases of26 thousand MTs of rice for VGF and 20 thousand MTs for the Water

Development Board's FFW.) If this rice distribution actually takes place, by the end of

June the minimum quantity ofrice stock more that 8 months old will be only 29 thousand

MTs.

In the short run, the wheat stock situation is less of a problem, in terms ofage.

Under current distribution plans, at least 1.34 lakh MTs at the end of June 2000 will be

more than six months old, but the minimum quantity ofprojected stocks over seven

months old at the end ofthe fiscal year is zero (Table 2).

The problems of ageing rice and wheat stocks will, however, likely carry over

into fiscal year 2000-2001. Given total boro procurement of 4.40 lakh MTs ofrice from

May through July, 2000 (2.90 lakh MTs in May and June, and 1.50 lakh MTs in July and

August), but only 3.40 lakh MTs of rice distribution planned for July through December

2000, old rice stocks will again begin to accumulate in November 2000, with 79 thousand

MTs ofrice more than eight months old at the end ofFebruary 2001 (Table 3).

Old wheat stocks are projected to increase sharply in August through October

2000 (Table 4). By the end ofSeptember 2000, under current distribution plans at least

1.22 lakh MTs ofwheat will be more than eight months old. Moreover, at least 31

thousand MTs ofwheat will be more than ten months old at the end ofOctober 2000.

Reasons for the Accumulation of Ageing Stocks

The accumulation of ageing (and deteriorating) stocks in 1999/2000 and in the

projections for 200012001 indicate that the PFDS stock levels and annual distribution are

2



not consistent with the storage capabilities of the system. Following the increase in stock

targets to 1 million MTs in 1998/99 and the record boro harvest in May/June 1999,

domestic rice procurement surged. Total boro procurement from May through September

1999 equalled 6.021akh MTs (3.58Iakh MTs in May and June, and 2.44 lakh MTs from

July through September). Continued inflows of7.73 lakh MTs in the first six months of

1999/2000 also increased stocks, which reached a record high of 15.63 lakh MTs (net) at

the end of December 1999. However, rice and wheat distribution were not increased

accordingly. Thus, stocks could not be rotated quickly. This would not be a problem if

grain quality could be maintained for longer periods oftime. But under current storage

conditions (and the quality of the foodgrain when procured), storage past six months is

problematic.

Alternative Solutions to the Problem of Ageing Stocks

Several broad strategies for solving the ageing stocks problem are available with

widely varying fiscal costs. Increased distribution through ration channels (FFW, FFE,

VGF) involves large fiscal costs. Distribution through regular sales channels reduces

costs, but in the medium-term could lead to re-creating a ration system involving very

high leakages and high costs. A third option would be to simply sell grain at the

wholesale level at market prices (perhaps through auctions) so as to quickly rotate stocks.

In the medium-term, other options include investment in higher quality storage or

reductions in average stock levels (e.g. through setting a stock target level of I million

MTs for particular times ofthe year, such as end-July and end-January). Shifting the

composition of stocks with more wheat and less rice would also reduce costs by reducing

the subsidies involved in distribution.

Options for 2000-2001

3



Table 5 illustrates several of these alternatives for reducing the ageing stock levels

in 2000-2001. Under option 1, the base scenario, total rice and wheat distribution are

7.25 and 10.65 lakh MTs, respectively. The monthly average quantity of stocks is 10.15

lakh MTs, split nearly equally between rice and wheat, and the average quantity ofrice

stocks more than six months old is 1.39 lakh MTs.

In order to reduce the size of old rice stocks, option 2 increases FFE rice

distribution by 0.75 Iakh MTs (and reduces wheat FFE distribution by 1.00 lakh MTs).

Year-end rice stocks fall by 0.75 lakh MTs to 4.75 lakh MTs and year-end wheat stocks

rise to 4.66 lakh MTs from 3.67 lakh MTs in scenario 1. The monthly average rice stock

more than six months ofage falls from 1.39 lakh MTs to 1.03 lakh MTs. This option

involves an increase in the total spending in non-sales channels by 124 crore Taka in

2000/2001.

If Ilakh MTs of rice stocks are sold through increased OMS (either at wholesale

or retail level) at an average price of 10.8 Tklkg, then the increase is cost is only 28 crore

Taka in 2000/2001 since most of the cost ofthe rice is recovered.

Finally, if rice procurement is reduced by 1.00 lakh MTs and 0.5 lakh MTs of

wheat are swapped for 0.371akh MTs ofrice in FFE distribution, then the average stocks

for the year are 9.85 lakh MTs (year end stocks are 8.30 lakh MTs) and the average

quantity of rice more than size months old is only 0.70 lakh MTs. Moreover, the increase

in the total subsidy is only 79 crore Taka in 2000/2001.

Policy Implications

Ageing rice and wheat stocks pose several major problems for the Government of

Bangladesh.

4



• First, distributing this foodgrain through normal PFDS channels may lead to

increasing complaints by consumers, project managers, and donors regarding the

quality ofthe rice and wheat.

• Second, increases in distribution through sales channels, while reducing the fiscal

costs, reduces the share of grain distributed through targeted channels.

• Third, the large potential fiscal costs of increased distribution and/or foodgrain

storage losses are very large.

• Finally, all the above problems threaten to tarnish the image of the Ministry ofFood

in the eyes of food aid donors, and could lead to an accelerated decline in food aid

inflows.

Possible solutions to the problem of ageing stocks include:

• In the short run, correcting the problem ofageing stocks will require increased

distribution of foodgrain.

• Open market sales ofgrain at market prices may be considered as an option to rotate

stocks quickly at minimal fiscal cost.

• To avoid a recurrence of the problem of ageing stocks again in December 2001, if the

boro procurement target is raised, a clear distribution plan for rice should be specified

at the same time. Delaying boro procurement may also enable the D.G. Food to make

it easier to procure rice that has been adequately dried and to help stabilize local

markets later in the procurement season.

• One option for increased rice distribution in late 2000, (assuming sufficient stocks

and a good outlook for aman) would be for donor-financed procurement of rice, either

for food aid to Bangladesh or for donor food aid to a third country in a ''tri-angular

transaction". This option may be analyzed and discussed further in the coming

months.
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Tahle I: I'm.iectcd Quautity and Age of Rice Stocks. I99'!-2UUU (lIl1sl' Sl'cullrio)

Eud Stock End Stock ~:nd Stock Eud Stock End Stock

Rice Rice Rke Rice Rice

Total > (, mouths > 7mouths > RlI10uths > IOmonths

.Iuly 199') 74S S8 (J 0 0

August X4S ')0 II 0 0

Septemher 800 8S .'\0 (J 0

Octohcr 71S 86 (J (J 0

Novemher M7 256 17 (J 0

Decemher MX J(,7 224 (J 0

.Jauuary ZOOO M8 JJ2 25(,) lOt 0

Fehru:lry (,6J 4J') 2')2 2!(J 0

March (,J I J92 J7X DO 6

April 525 258 2S4 240 II

May 5JO 144 14J 14(J 0

.Juue ZOOO 587 M JI 2') 12

Noll': Old stock is defined as old stock in addition to the projected typical 1.0 thousand MTs

of rice storage losses per 1110nth.

Source: Ministry ofr-ood, FPMU.

I May ZOOO



Tablc 2: 1'l"O,icclcd Quantily aud Al:c ofWhcal Slocks. llJlJlJ-2000 (Hasc Sccuario)

I';nd Slock End Slock .:nd Slock End Stock End Slock

Whcal Whcal Whcal Whcal Whcal

Tolal > (, monlhs > 7monlhs > llnlllnlhs > 10monlhs

.Iuly llJlJ') 411 0 0 () 0

•
Angu,sl 40S 0 0 () 0

Scptcmbcr 499 49 0 0 0

Oclobcl' (,22 IJ') 0 () 0

No\'cmbcl' 7(,3 17(, 70 0 0

J)cccmbcr ') IS 141 71 0 0

.Iantl:tr~· 2000 X20 4
, () 0,

Fcbruary 72(, 0 0 0 0

Mal-ch (, J 2 0 0 0 0

April SI\7 0 0 0 0

May S03 0 () 0 0

.hmc 2000 450 134 0 0 0

Note: Old slock is defined as old stock in addilionto the j)l'ojcctcd Iypical J ,0 - 1.5

thollsand MTs of wheat slorage losses per 1110nth.

Source: MinistlY 0 f Food. FPMU.

I May 21100



Table 3: I'ro.jected Qnantity and Age of Riee Stocks, 2000-2001 (Basc Scenario)

I~nd Stock End Stock I':nd Stock End Stock End Stock

Rice Rice I{icc Rice Ricc

Total > (, months > 71110nths > Hmonths > IOmonths

.Inl)' 2000 (,()X 12(, 10 0 0
•

Angnst (,O() 9X 43 () 0

Scptcmbcr 514 42 12 0 0

Octobcr 472 32 () 0

Novcmbcl' 435 114 0 () 0

J)cccmbcr 441 24() 711 0 0

.Iannary 2001 5i(, 241 1(,(, () 0

Febnlar)' 530 230 155 71) 0

March 421) 129 121) 54 0

April 387 (,2 (l2 (,2 0

May 501 26 2(, 26 0

.Innc 200 I 550 50 () 0 0

Notc: Old stock is defincd as old stock in addition to the projected typical 1.0 thousand MTs

or ricc storage losscs per 1110nth,

Source: Ministry or Food. FPMU,

I May 2000
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Source: Ministry of Food. FPMU.

1 May 2000



Table 5: Options for Reducing the Quantity of Aging Stocks, 2000-2001

1 2 3 4
Increased Increased Swap FFE

Base Rice FFE Rice OMS Wheat
Scenario Distribution Wholesale to Rice

Procurement ('000 MTs)
Rice • 700 700 700 600
Wheat 1000 1000 1000 1000
Total 1700 1700 1700 1600

Total Distribution ('000 MTs)
Rice 725 800 825 762
Wheat 1065 966 1065 1015
Total 1790 1766 1890 1777

Non-Sales Distribution ('000 MTs)
Rice 490 565 490 527
Wheat 835 736 835 785
Total 1325 1301 1325 1312

Year-end Stocks ('000 MTs)
Rice 550 475 450 413
Wheat 367 466 367 417

Total 917 941 817 830

Average Quantity of Stocks ('000 MTs)
Rice 499 458 452 381

Wheat 516 533 516 604

Total 1015 991 968 985

Average Quantity of Rice Stocks by Age
Stocks> 6 months old 116 83 83 48
Stocks> 8 months old 18 13 2 0
Stocks> 10 months old 0 0 0 0

Fiscal Costs (crore Taka)
Food Subsidy 374 374 402 379

Rice 194 194 222 198

Wheat 115 115 115 115
Edible Oil 66 66 66 66

Non-Sales Channels (inc. FFE) 1644 1653 1644 1658

Rice 751 866 751 819

Wheat 893 787 893 839

Total Current Cost (crore Taka) 2018 2028 2046 2037

(million $, @ 51.25 Tk/$) 394 396 399 397

(1) Base Scenario (current procurement and distribution plans).
(2) Increased rice distribution by swapping wheat to rice (1.00 lakh MTs) in FFE.
I'll In~r..,,~..ci 1 I"kh MTs of OMS rice sales in Seot. October. January. Februarv.March and April at 10.8 Tk/kg.



FMRSP/FPMU memo
22 May, 2000

The 1999/2000 Boro Harvest, Market Prices, and Private Imports

Projections for the 1999/2000 boro harvest are 10.4 million MTs, compared to x.x

million MTs in 1998/99. Wholesale market prices of coarse rice averaged 11.x Tk/kg in

Dhaka in April, and fell to 1Lx Tk/kg at the start of May. Some concerns have arisen

because of a possible negative impact ofrecent rainfall on the boro harvest and news of

recent private sector rice imports.

Production Outlook

The rice production outlook remains positive in spite of recent rainfall. Potential

additional crop damage by the recent rains is unlikely to have a major effect on supply.

Normal post-harvest losses, plus seed and feed use are only about 10 percent. Even if

post-harvest losses, seed and feed increased to 10 percent, 1999/2000 net rice availability

from boro production would be a record x.x million MTs (0.85 x 10.4, compared with .9

x 10.x in 1998/99).

Market Prices

It remains too early to evaluate movements in market prices. In 1998/99,

wholesale HYV coarse rice prices began to fall in the fourth week of April, dropping

quickly from 14.5 Tk/kg in mid-April to 11.7 Tk/kg in mid-May. But this steep drop is

not typical ofother years when a good boro harvest follows a good aman harvest. As

shown in Figure 1, the price decline was less steep in 1992/93, when prices gradually

began to fall in the second week ofMay. Moreover, in 1996/97 there was essentially no

trend in rice market prices despite a good boro harvest. More generally, the average

seasonal pattern of rice over the years, 199x-9y has been a xx percent drop between April



and May, with a further yy percent drop in June. Paddy prices (average Rajshahi division

wholesale) were about 620 Tk/quintal at the start of May, slightly below their price at the

start of May in 1999 (650 Tk/quintal).

Imports

World market prices of rice ex: Thailand are currently only $25x1MT FOB

Bangkok, xx percent broken, their lowest level in six years. Because ofthis drop in

Bangkok prices, along with an increase in India's market prices for rice, the import parity

price of Thai 15 percent broken rice (at the Dhaka wholesale market) is only 13.9 Tk/kg,

xx percent below the import parity price ofrice from India (16.x Tk/kg), (Figure 3).

Note, however, that this is still almost 2 Tk/kg above the Dhaka wholesale market price,

so that there is no incentive for private rice imports from Thailand to the Dhaka market.

The gap between the wholesale price in Chittagong and Thai import parity is smaller,

however, about 1.0 Tk/kg.

India's Rice Import Policy and Stocks

Recently, India raised its import tariff on rice to 70 percent and its tariff on paddy

to 80 percent, effectively stopping imports in the official market. (About xx,OOO MTs of

rice had been imported by India's private sector in the first three months of2000.) This

policy protects the Indian market from low cost imports, thus supporting producer prices.

Rice procurement during the rice marketing year 1999-2000 was 14.5 million MTs, 48.3
\

percent higher than in 1998-99 (when 9.8 million MTs were procured). Note that India's

rice stocks were 15.2 million MTs at the end of February 2000, 4.2 million MTs higher

than the buffer stock norm; wheat stocks were 14.5 million MTs. Thus, in spite ofthe

droughts in parts of the country, India has more than adequate supplies of rice at

this time.

2



Conclusions

As of mid-May 2000, the rice supply situation in Bangladesh is more than

adequate. Prospects for the boro harvest are good; world market prices (ex: Bangkok)

are low; and India's rice stocks and market supply so large that their major concern

regarding rice markets appears to be how to boost farmer prices. Private sector rice

imports into Bangladesh in the coming months are likely to be very small, and mainly

limited to high quality rice. Bangladesh rice stocks are also adequate (x.xx lakh MTs at

the end of April) and are projected to increase to y.y lakh MTs after boro procurement is

completed at the end of August. Too large a buildup of rice stocks should be avoided,

however, since boro rice is especially difficult to store.

3
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Figure 3 - National Average Real Wholesale Price of Rice and Wheat, 1980-2000
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Figure 4 - Rice Prices and Quantity of Private Rice Imports in Bangladesh, 1996-2000
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Figure 5 - Rice Prices and Quantity of Private Rice Imports in Bangladesh, 1996-2000
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FPMUIFMRSP memo
'27 July, 2000

Benefits and Costs of Additional Boro Procurement

The good 1999/2000 boro harvest, estimated at 11.0 million MTs by the Ministry

of Agriculture, has resulted in ample supplies of rice in markets throughout Bangladesh.

With this increase in supply, market prices are low in comparison with levels of recent

years. To help support the producer price as well as to build up additional rice stocks, it

has been proposed to increase boro procurement from the current target of 4.0 lakh MTs

to 5.0 lakh MTs. This memo discusses the impacts of additional boro procurement in

terms of total stocks, the projected age of stocks later in 2000/200 I, and market prices.

Current Market Prices

Prices for paddy and rice fell in June 2000 following the boro harvest. The

national average wholesale price of coarse rice fell by 8.3 percent from 12.86 Tk/kg in

May to 11.79 Tk/kg in June. However, during the same period the national wholesale

price ofHYV paddy actually rose slightly, from 7.36 Tk/kg in May to 7.49 Tk/kg in June

(Figure I). Wholesale market prices for coarse rice have been relatively stable in July,

and during the third week of July they averaged 11.50 Tk/kg. Real prices, (nominal

prices adjusted for inflation), are low, but still above their levels in late-I 996 and mid-

1997, (Figure 2).

Current stock situation

Total foodgrain stocks are adequate, comfortably above the offici.al target of 1.0

million MTs. At the end of June 2000, total net stocks (gross stocks less a 1.16 lakh MT

deduction for transit losses and non-received quantities l
), were 1.001 million MTs, (5.49

I The transit deduction is 0.90 lakh MTs (IS thousand MTs of rice and 75 thousand MTs
of wheat) and non-received quantity is 0.261akh MTs (6 thousand MTs of rice and 20
thousand MTs of wheat).



lakh MTs of rice and 4.53 lakh MTs of wheat). Even without additional procurement,

total net foodgrain stocks are projected to increase to I. I78 million MTs at the end of

February, 2001, and average 1.029 million MTs for 2000/2001 as a whole (Table I).

Direct Fiscal Implications of Additional Boro Procurement

With the proposed I lakh MTs increase in boro rice procurement and an offsetting

I lakh MTs reduction in currently planned rice imports, total foodgrain stocks would

increase to 1.228 million MTs at the end of February 2001, and average 1.082 million

MTs for 2000/200 I as a whole (Table 2). At 13.0 Tk/kg, an additional I lakh MTs of

boro procurement would cost 130 crore Taka. The projected cost of importing I lakh

MTs of rice in January 200 I at $2 I O/MT FOB Bangkok plus $40/MT shipping is $25.0

million CIF Chittagong or 125 crore Taka, about the same cost as domestic procurement.2

The Problem of Aging Stocks

Though additional boro procurement increases stocks and leads to a fiscal savings

in comparison with budgeted rice imports later in 2000/200 I, procurement of rice in

August 2000 rather than January 200 I increases the amount of projected aging rice stocks

in early mid-2001. As shown in Table 3, under current procurement and distribution

plans, at least 2.03 lakh MTs ofrice will be more than seven months old at the end of

February 2001. However, by the end of June 2001, if oldest stocks are distributed first,

there would be no rice stocks more than seven months old and only 96 thousand MTs

more than six months old.'

lfprocurement is increased by 1.0 lakh MTs (0.80 lakh MTs in August and 0.20

lakh MTs in September 2000), then the quantity of aging rice stocks will rise accordingly.

2 Note that approximately 1.0 Tk/kg is needed for internal handling and transportation to
domestic godowns, but approximately the same amount per kilogram would be required
for handling and transport of domestically procured rice.

-



By the end of June 2001, at least 0.941akh MTs of rice will be at least eight months old

and 0.741akh MTs of rice will be at least ten months old (Table 5). Moreover, boro rice

(harvested around the onset of the monsoons) is difficult to dry properly, increasing the

likelihood of storage losses. Thus, if boro procurement is increased by 1.0 lakh MTs

without a change in rice distribution plans, substantial storage problems are likely by the

end of fiscal year 2000-200 I.

ImplicatIons for Market Prices

Increasing boro procurement by 1.0 lakh MTs in August and September will

likely have only minimal impact on average market prices, though if procurement is

highly concentrated in a few regions, the impact on local markets could be more

substantial. Assuming no change in stocks and insignificant private imports, total

consumption of rice from June through December, should be approximately equal to boro

plus aus rice production, 11.0 plus 1.7 million MTs less 10 percent for seed, feed and

wastage, Le. 11.43 million MTs. The 1.0 lakh MTs of rice removed from the market

through the proposed additional boro procurement would be approximately 1.2 percent of

total consumption of rice from August through December, (roughly 5/7 of the June

through December figure). Assuming an own-price elasticity of demand ofrice of -0.5,

the average rice price would be up to 2.5 percent higher (about 0.3 Tk/kg) with additional

procurement than it otherwise would have been. If private traders and farmers reduce

their own stocks rather than their consumption, the price increase would be smaller.

Direct Beneficiaries of Procurement

Of course, the major direct benefits of increased boro procurement go to those

who are able to sell rice or paddy to the DG Food, since the procurement price of 13.0

Tk/kg is 1.5 to 2.0 Tk/kg above wholesale market prices in major boro producing regions.

3 Note that under the current procurement and distribution plan, there would be no wheat



Farmers generally sell paddy rather than rice to procurement centers (LSD's). However,

survey evidence from the 1998/99 boro procurement season indicates that very few

farmers participate in procurement because of problems with drying the paddy, disputes

over weighing, and uncertainty regarding whether paddy brought to the LSD would be

purchased. Through 24 July 2000, only 0.80 lakh MTs of paddy were procured out of a

target of 1.54 lakh MTs. The rice target of 3.00 lakh MTs has already been achieved,

though. If additional procurement is mainly in the form of rice, few farmers will directly

benefit.

Summary

Additional boro procurement in the form of rice would likely raise market prices

slightly, especially in the immediate regions of procurement. If this additional boro

procurement was balanced by a reduction in government commercial imports of the same

quantity, the fiscal effects would likely be approximately neutral, given the expected

costs of importing rice from Thailand in early 2001. However, much of the additional

boro rice procured will remain in government stocks through the end of June 200 I,

seriously deteriorating in quality, unless the public foodgrain distribution is increased

beyond the current plan. Such an increase in distribution, however, would entail

additional fiscal costs.

Another option for supporting farmgate prices without resulting in major storage

problems is to procure additional aman rice if the aman crop is good. Because aman rice

stores better, and because the rice would be procured later in the year, serious storage

problems could be avoided, at least during fiscal year 2000-2001. In any case, it will

remain important to analyze the implications of future policy changes on both the volume

and age of foodgrain stocks. Various alternatives to minimize the quantity of

more than six months old after January 2001 (Table 4).



deteriorating stocks through adjustments in rice and wheat distribution should also be

analyzed in the coming months.

Thus, there is a tradeoff involved in increasing boro procurement. Farmers and

traders who are able to sell at the procurement centers will benefit from 1-2 Taka/kg

margin between the market price and the procurement price. But, the Ministry of Food

will face difficulties with aging rice stocks by the end of the 2000/200 I fiscal year unless

rice distribution is also increased by approximately the same amount as the additional

procurement.
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Table-2: Monthly Projection of Govt. Stock, Procurement, Import, Offtake of Rice & Wheat during 200012001 (Option -1) 2617/2000
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ent increased by 1.0 lakh MTs (0.80 lakh MTs in August and 0.20 lakh MTs in September) and public commercial rice imports reduced by 1.0 lakh MTs.



Table 3: Projected Quantity and Age of Rice Stocks, 2000-2001 (Base Scenario)

End Stock End Stock End Stock End Stock End Stock

Rice Rice Rice Rice Rice

Total > 6 months > 7months > 8months > 10months

July 2000 (>I S 131 14 0 0

August 55') 127 72 0 0

September 4 1)7 1)5 (,(, II 0

October 457 56 5() 26 ()

November 41 (, 1)5 14 14 0

December 41>7 243 47 0 0

.January ZOOI :,' )1) 21)1) 1(lI, () 0

February !>O3 203 203 7<) 0

M:lrch 54') ')<) ')') ')<) 0

April 540 40 40 40 ()

May 51)2 12 12 12 12

June 2001 no ')4 0 0 ()

Note: Old stock is defined as old stock in addition to the projected typical 1.0 thousand MTs

of rice storage losses per 1110nth.

Source: Ministry of Food. FPMLJ.

25-07-2000



Table 4: Projected Quantity and A~e of Wheat Stocks, 2000-2001 (Base Scenario)

End Stock End Stock End Stock End Stock End Stock

Wheat Wheat Wheat Wheat Wheat

Total > 6 months > 7months > 8months > 10months

July 2000 477 183 140 0 0

August 526 167 167 125 0

September 50') ISO 150 150 0

October 482 252 98 98 55

November 4lD 24J 1M () ()

J)ecem her 4S4 14') 124 45 0

January 21101 52.) 53 IS II II

Fehruary - 7- II II () ()
."), ,)

March 4S5 0 0 0 0

April 4J4 () 0 0 0

May ~xx () 0 0 0

June 2001 J25 0 () () ()

Note: Old stock is delined as old stock in addition to the projected typical 1.0 - 1.5

thousand MTs or wheat storage losses per month.

Source: Ministry or Food. FI'MU.

25-07-2000



Table 5: Projected Quantity and Age of Rice Stocks, 2000-200 ( (Option ()*

End Stock End Stock End Stock End Stock End Stock

Rice Rice Rice Rice Riee
Total > 6 months > 7months > llmonths > 10months

July 2000 (>18 131 1-1 () 0

August (,39 127 72 () 0

September 597 95 (,(, II 0

October 557 56 5(, 26 0

November 516 95 14 14 0

December 567 243 47 0 0

January '2001 MO 290 1(,(, () 0

February 653 283 20J 7') 0

March 599 199 179 ')9 0

April 540 140 140 120 0

May 592 112 112 112 12

June 770 194 94 94 74

Note: Old stock is defined as old stock in addition to thc projcctcd typical 0.7 thousand MTs

of rice storage losses per month.

* Option I: Additional boro rice procurement of 1.0 lakh MTs total in August and Scptember,

and rice imports reduced by 1.0 lakh MTs.

Source: Ministry of Food, FPMU.

2617/2000



FMRSP-IFPRI memo
3 October, 2000

Some Notes on the State of the PFDS: October, 2001

Two years ago at this time, flood waters that had covered two-thirds of the

country were receding, the aman rice crop had been severely damaged, and prices were

high (14.2 Taka/kg for coarse rice, wholesale Dhaka). Moreover, total foodgrain stocks

(net of transit) were only 501 thousand MTs and the private sector was importing more

than 200 thousand MTs of rice per month from India. Since then, the foodgrain

availability situation has dramatically changed for the better.

Though West Bengal (India) has been hard-hit by recent floods, flood damage in

Bangladesh is confined mainly to western parts of the country around Jessore. At this

point, it appears that less than 5 percent of the rice crop has been adversely affected.

High prices are not a concern; instead the GOB has been attempting to boost the low

price of rice' through additional domestic procurement. Foodgrain stocks are 1.160

million MTs (as of 27 September, 2000) and apart from trade barriers on the Indian side

of the border, Bangladesh traders could be exporting moderate amounts of rice to India.

Projections for 2000/2001 indicate that adequate food availability, pro-poor

targeting, and the market orientation of the PFDS will continue. However, political

pressures may be building for a large expansion of the PFDS with potentially large

increases in costs and leakages.

Indicators of PFDS Efficiency and Market-Orientation

USAID's two indicators of the efficiency and market-orientation of the Public

Foodgrain Distribution System, the share of public distribution targeted to the poor and



the share of private sector imports in total non-food aid imports, both pointed to an

efficient and pro-poor PFDS in 1998/99 and 1999/2000. 84.7 percent offoodgrain

distribution in 199912000 was through targeted programs, down only slightly from the

record 87.9 percent in the 1998/99 flood year. These shares compare very favorably with

the 39.4 percent share in 1991/92, before the major reforms that eliminated the rural and

statutory (urban) rationing programs that suffered from extremely high leakages.

In the four year period from 1996/97 through 1999/2000, apart from Open Market

Sales and Fair Price Card sales (begun in 1999/2000), the other sales channels averaged

252,000 MTs offoodgrain per year (127,000 MTs of rice and 125,000 MTs of wheat)

with only minor fluctuations. Changes in the share of PFDS foodgrain distributed

through targeted programs in these years have been mainly due to changes in the level of

targeted distribution (such as the 465,000 MTs distributed through Vulnerable Group

Feeding during 1998/99) and fluctuations in OMSIFPC distribution.

For 200012001, the share ofPFDS foodgrain distributed through targeted

programs is projected to fall to 75.2 percent, mainly because of 200 thousand MTs of

planned Fair Price Card sales (halfrice and half wheat). At the same time, the volume of

targeted distribution is expected to decline from 1.609 to 1.410 million MTs. Arguably,

Fair Price cards are also a means of targeting subsidized foodgrain sales to the poor. In

principle, recipients of these cards are chosen based on legitimate needs. It is possible,

however, that this program could expand to become a permanent ration channel, rather

than simply a means to help poor households (and stabilize markets) in periods of high

I 10.5 Tklkg for Boro HYV coarse rice, wholesale Dhaka in early September, 2000, 26
percent below the September 1998 price.
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prices. Authorized fair price card dealers might be expected to become advocates of such

an expanded program. 2

The other measure of PFDS efficiency and market orientation, the share of the

private sector in total non-food aid imports is likely to be about 83 percent in 2000/2001.

Private sector wheat imports are expected to be about 800 thousand MTs, similar to their

levels in the previous two years (820 thousand and 806 thousand MTs, respectively).

Private rice imports, mainly low-cost, non-parboiled rice from Viet Nam, to be sold in

Chittagong and perhaps Sylhet markets, are likely to total about 200 thousand MTs.

Given a bumper boro rice crop May-June 2000, the domestic rice procurement

has been raised to 900 thousand MTs, eliminating the need for 200 thousand MTs of

government commercial imports, as originally planned. Rice stocks are projected to be at

777 thousand MTs (net of transit) on July I, 200 I. The GOB still plans to procure 200

thousand MTs of wheat through commercial tenders, however, as wheat stocks, even

with this procurement are projected to be only 320 thousand MTs (net of transit) on July

1,2001. The GOB thus faces an imbalance of rice and wheat stocks, and possible

significant storage losses of rice by mid-2001.

Expansion of the PFDS

To deal with perceived problems oflack of storage capacity, the Directorate

General of Food is in the process of building more godowns and hiring 800 to 1000 new

employees, adding to the current work force of about 11,000 employees. (Note that

reforms in the early 1990s reduced the size of the DG Food work force from about

2 Note, however, that the planned 200 thousand MTs of Fair Price Card sales may not
occur. Currently, market prices of comparable quality grain are below the stipulated
sales prices of rice and wheat (13.0 Tk/kg for rice and 9.0 Tk/kg for wheat). Thus, no
significant sales have taken place thus far.



13,000 in 1992 to about 9,000 in 1994.) To what extent the possibility of expansion in

fair price card distribution and the planned increase in storage capacity and work force

indicate a potentially major expansion of the PFDS is not clear at this time,:



Intermediate Reeutt Indicator
1992 1993 1994 1995 1996 1997 1999 1999 2000 '2001P

10. Improved food and agricutture policies

10.1 % of public food distribution going to the poor 39.4% 57.5% 61.4% 67.7% 63.8% 80.7% 75.5% 67.9% 84.7% 75.2%

% of public food distribution through OMSIFPC 11.7% 6.7% 21.5% 14.4% 22.5% 0.0% 10.1% 0.7% 1.9% 10.7%

%of public food distribution to poor Including OMSIFPC 51.1% 64.2% 82.9% 82.1% 86.4% 80.7% 85.6% 88.5% 88.6% 85.9%

% of public food distribution to VGD and FFE 9.8% 12.4% 17.8% 22.7% 22.9% 29.9% 35.2% 23.0% 26.5% 28.5%



Figure 1: Targeted Foodgraln Distribution as Share of Total PFDS
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Figure 1a: Targeted and Non-Targeted Foodgrain Distribution
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Public Foodgrain Import as Share of Total Imports
--- ...........-

Year Aid/Grant Government Commercial Private Imports Private / Govt Comm. Imports
i Rice Wheat Total Rice Wheat Total Rice I Wheat I Total Rice I Wheat I Total
1990/91 10 1530 1540 0 37 37
1991/92 39 1375 1414 0 150 150 0 0 0
1992/93 19 716 735 0 93 93 0 355 355 -- 79.2% 790/<
1993/94 0 654 654 0 0 0 74 238 312 100.0% 100.0% 1000/<
1994/95 0 935 935 230 390 620 583 430 1013 71.7% 52.4% 620/<
1995/96 1 737 738 487 352 839 650 200 850 57.2% 36.2% 500/<
1996/97 ~O 608 618 9 103 112 30 270 300 76.9% 72.4% 730/<
1997/98 0 549 549 92 156 249 1007 142 1149 91.6% 47.6% 820/<
1998/99 60 1174 1235 348 429 777 2660 820 3480 88.4% 65.7"10 820/<
199912000 5 865 870 0 0 0 428 806 1234 100.0% 100.0% 1000/<
200012001 37 600 637 0 200 200 200 800 1000 100.0% 80.0% 830/.
SOurce: FPMU, MIS DO Food.

•

':



Figure 2: Private Market Share of Total Commercial Foodgrain Imports
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FPMUIFMRSP memo
16 November, 2000

Food Aid Levels and Producer Price Incentives

Food aid to Bangladesh in 2000/2001 is projected to be 629 thousand MTs (589.2

thousand MTs of wheat and 39.8 thousand MTs of rice). Though this level is far below

food aid levels in 1998/99 (a year of massive floods) and 1999/2000 (when substantial

food aid deferred from the previous year arrived), the current level of food aid is

consistent with normal food aid levels in the last five years. The long-term trend in food

aid is sharply downward, however. Projected food aid in 2000/2001 is only 58.9 percent

of average food aid flows in the five year period 1992/93 to 1996/97, (1.068 million

tons), and only 32.3 percent of the 1.945 million MTs of food aid per year in the previous

five year period (1987/88 to 1991/92), (Figure I).

Lower food aid to Bangladesh is consistent with a global reduction in food aid in

recent years as policy changes in donor countries have reduced donor government grain

holdings. This global trend is likely to continue because of planned reductions in

agricultural subsidies in donor countries in accordance with Uruguay Round and World

Trade Organization agreements. A more important factor in recent years, however, is

that conditions in Bangladesh have changed. Increased domestic production of

foodgrains has reduced the country's so-called food gap, suggesting that, in terms of

availability of foodgrain, there is less need for food aid. Domestic demand for wheat has

also increased sharply, however, so that in spite of increased production, private sector

imports continue. Nonetheless, currently, a succession of bumper harvests of rice and

wheat has sharply reduced domestic prices of both commodities. If good domestic rice

and wheat harvests continue, domestic prices may fall below the import parity price of

non-milling wheat, discouraging domestic production and lowering farmer incomes.



The Food Gap and the Argument for Continued Food Aid

Since the flood-damaged aman harvest in December 1998, Bangladesh has

enjoyed successive bumper harvests ofboro rice in May-June, 1999 (10.552 million

MTs), aman rice in November 1999, (11.027 million MTs), and boro rice in May-June,

2000. Because of the surprisingly large harvests in 199912000, the food gap, (the

difference between a target level of 454 grams/person/day and net foodgrain production),

was actually negative. Moreover, in 2000/2001, for the first time, the projected food gap

was negative: -1.441 million MTs (Table I, Figure 2).

In spite of relative abundance offoodgrain in the country, however, a case can be

made for continued food aid, not to increase availability offoodgrain, but to provide

increased access to food for poor households. Thus, food aid resources, targeted to the

poor through various Public Foodgrain Distribution System channels (e.g. Food For

Work, Food For Education, and Vulnerable Group Development), can still have a major

positive impact on household food security even when the overall supply situation might

suggest that no food aid is needed.

Producer Price Incentives: Domestic versus International Wheat Prices

Food aid can potentially have adverse effects, as well, particularly for producers

of wheat. Since food aid ultimately increases market supply of wheat, it has the potential

to lower prices. Whether food aid actually lowers market prices, however, depends on

whether food aid is simply replacing public or private imports, or whether food aid is

actually increasing total domestic supply of wheat.

For much of the last three years, private sector imports have been substantial and

Bangladesh domestic prices for wheat have closely tracked import parity prices (Figure



I).' Private sector wheat imports surged in the months immediately after the mid·1998

floods, averaging III thousand MTs per month from September through December 1998.

Imports were again high from September through December 1999, (averaging 75

thousand MTs per month), and totalled 1.611 million MTs from July 1998 through June

2000.

In general, in order to avoid depressing market prices below import parity prices,

the total level of food aid must not exceed the amount of wheat that would be imported

by the private sector under free trade in the absence of food aid. As shown in Figure I, if

wheat imports (e.g. in the form of food aid) exceed the free·trade level of imports (MI),

the domestic price of wheat will fall below import demand to encourage consumers to

consume more wheat. Unfortunately, the lower price also discourages domestic wheat

production and lowers farmer incomes. How much wheat would be imported under free

trade (M I) depends on the import price of wheat, and the responsiveness of domestic

production and demand to changes in the wheat price.'

In 1999/2000, the private sector imported 806 thousand MTs of wheat, and

domestic wheat prices (national wholesale) averaged 8.64 Tklkg. In addition, public net

distribution (total distribution less domestic procurement) added 813 thousand MTs of

wheat to domestic supplies. Thus, a total of 1.619 million MTs of wheat was supplied to

domestic markets through private imports and the PFDS in 1999/2000. Given that

domestic prices remained close to estimated import parity prices for most of the year, and

perhaps more important, that large amounts of wheat were imported by the private sector,

I Import parity prices were in fact lower than shown in 1993 due to the U.S. Export
Enhancement Program which subsidized wheat exports.

'In the calculations below, the responsiveness of supply and demand to changes in wheat
prices are captured by the elasticities of supply and demand, which are defined as the
percentage change in supply (demand) resulting from a one percent percent change in
market price.

,



it appears that food aid did not lead to price disincentive effects for Bangladesh wheat

farmers in 1999/2000.

Three caveats should be noted, however. First, there are important quality

differences for wheat. Domestically produced wheat is soft wheat with a relatively low

gluten content, and is not suitable for many baking purposes (biscuits, cakes, and many

types of breads). To meet the demand for these products, wheat millers use imported

wheat with higher gluten content (so-called milling wheat). Discussions with a large

international grain company representative indicate that roughly 30 thousand MTs of

milling wheat per month is used in Bangladesh, totalling about 360 thousand MTs per

year. Thus, private sector imports of wheat of comparable quality to Bangladesh wheat

in 1999/2000 were about 540 thousand MTs, (360 thousand MTs less than the total 806

thousand MTs of private sector wheat imports).

Second, the Bangladesh wheat harvest is concentrated in a few months (March­

April), and that the bulk of Food For Work wheat distribution typically occurs from

January through May (when soils are dry enough to permit heavy earthwork for road­

building and repair), there are potentially large seasonal effects of PFDS distribution.

Spreading the distribution of wheat throughout the year through other channels (such as

Food For Education), is one means of minimizing the risk of depressing market prices to

the detriment of producers.

Third, bumper rice harvests (which reduce rice prices and thereby reduce

consumer demand for wheat), high world market prices for wheat, and bumper wheat

harvests all reduce the gap between domestic demand and domestic supply at the import

parity price level, (i.e. total demand for privately imported or PFDS wheat). As shown in

Table I, an increase in the import parity price of wheat (due to the recent exchange rate



•
devaluation plus an increase in expected domestic production could lower the total

demand for privately imported or PFDS wheat (non-production net-supply) from 1.62 to

1.48 million MTs. An increase in international Wheat prices (U.S. Hard Red Winter #2,

FOB Gulf) to $152/MT (the average level of the previous five years), could reduce

demand for privately imported or PFDS wheat to about 1.20 million MTs, as domestic

production increases and total demand declines.

The biggest potential impacts on wheat demand could come, however, from

continued bumper crops ofrice. A reduction in the average wholesale price of rice from

12.0 Tk/kg to 10.5 Tk/kg could reduce demand for privately imported or PFDS wheat to

1.24 million MTs at 1999-2000 world wheat price level, or to about 940 thousand MTs at

the higher, five-year average world price level. Given that import demand for milling

wheat is about 360 thousand MTs per year, total demand for privately imported or PFDS

ordinary wheat would be only about 580 thousand MTs in the latter scenario. Net PFDS

distribution greater than this amount would drive domestic prices below import parity

levels.

There are some indications that this last scenario may not be unrealistic. Since

April 2000, national average domestic wheat prices have fallen to an average of 1.1

Tk/kg below estimated import parity levels. Nonetheless, private sector imports

remained high. From April through June, this was apparently due to imports of

exceptionally low-priced wheat (about $1301MT C&F Chittagong) from the EU and

Turkey. This low-priced wheat is reportedly no longer available in the international

market, however. Reportedly, private market imports have considerably slowed in recent

months, though no official data on imports in September and October are yet available.



Conclusions

Uniike the situation throughout much of the last three years, there is a reaiistic

possibiiity that food aid inflows, distributed through the PFDS, could result in price

disincentive effects for Bangladesh wheat producers in 2000/200 I. Further analysis is

required, taking into consideration population growth, long-term changes in taste leading

to increased consumer demand for wheat, and sensitivity of the results to alternative

assumptions of world prices and economic parameters. If bountiful rice harvests

continue and world wheat prices rise, possible price disincentives of food aid (and

Ministry of Food commercial imports) could once again become a major food poiicy

issue for Bangladesh.



1- Foodgrain Availability and Requirement in Bangladesh, 1980/81 to 2000/2001P
1000 In. Ions)

ar Domestic Production Net Production Mid-year Foodgrain Food Private Public Internal National Per Capita
(Gross) (deducting 10% Population Consumption Gap Imports Distri- Procu- Availa- AYai1a-

for Seed, Feed (million) Requirement bution rement bility ability

Rice Wheat Total & Wastage) (W 1602 dayicapI (7- 5) (5-9.;-10-11 ) (oz/day)

2 3 4 5 6 7 8 9 10 11 12 13

I 13883 1092 14975 13478 89.9 14419 942 1542 1017 14003 15.05

! 13631 967 14598 13138 91.9 14740 1602 2067 303 14902 15.67

I 14217 1095 15312 13781 93.9 15061 1280 1935 192 15524 15.98

I 14508 1211 15719 14147 96.0 15397 1250 2051 266 15932 16.04
; 14622 1464 16086 14477 98.1 15734 1257 2562 349 16691 16.44

5 15041 1042 16083 14475 100.3 16606 2131 1541 349 15667 15.09

7 15407 1091 16498 14848 102.5 169"0 2122 2120 188 16780 15.82

! 15414 1048 16462 14816 104.7 17335 2519 2503 375 16944 15.64

J 15544 1021 16565 14909 106.8 17682 2774 2941 416 17433 15.77
) 17710 890 18600 16740 108.9 18030 1290 2164 960 17944 15.92

I 17785 1004 18789 16910 111.0 18378 1468 2372 783 18499 16.11

1 18252 1065 19317 17385 113.0 18:09 1323 2345 1016 18714 16.00

1 18341 1176 19517 17565 115.0 1')040 1475 355 1073 23:- 18761 1577

1 18042 1131 19173 17256 117.0 1<).' -I 2115 312 1376 166 IS 7 "8 15.51
; 16~.~.i 1245 18078 16270 I 1<).0 \1)-11,2 3432 1013 I :'"7 ~~

')~":' 18'80 15.09

) 1~68~ 1369 19057 1-151 121.1J ~I II '.:_~ 2882 SSO \-():, -c~~ I t).~ - -l- I:,A-

7 1:)~S() 1454 2033-l IS301 12:- .n .: I I.~ r ,-1- 2064 23~ L~92 (1 I () I').' I~ I '. I-

S 1:-:~62 IS03 20665 IS:,99 125.n ~11l1l)6 2097 IUS 1()2 I hl:'\ 21)-.~() 1h.().~

) \l)t)05 1908 21813 19632 127.0 21 '1 "::- 1395 3468 213:- -51 2-l--t:\.~ I ~.()3

) 23067 1840 24907 22416 129.0 21.1 :'8 -1059 1234 1900 967 2-l-5~:- 1S.42

Ip 23700 2000 25700 13130 131.0 21hS9 -1441 800 18:4 1150 2-105-1 IS.19

i) before 1985,86 requirement was calculated @15.5 oz./day Icapita and (ii I bel,,,,, 19') I 92 private import of foodgrain was not allowed.

s: Bangladesh Bureau of Statistics and Directorate of Food



Table 2: Wheat Imports and Domestic Prices Under Alternative Scenarios

Scenario 1 Scenario 4
2000/2001 Scenario 2 Scenario 3 Low Rice Price

Base Production and Higher World Low Rice Price High World Wheat
1999-2000 World Price Price (FOB $155) (11.2 Tk/kg) Price (FOB $155)

Supply
Production 1.840 1.877 1.975 1.927 2.020
Losses 0.100 0.100 o 100 0.100 0.100
Less 10 Percent Losses 0.184 0.188 (), l!1l 0.193 0.202

Net Production 1.656 1.689 I 777 1..735 1.818
Public Net Distribution 0.813 0.917 on!? 0.917 0.917
Private Imporls 0.806 0.563 0217 0.327 0.019
Total Supply 3.275 3.169 2.911 2.978 2.754

Total Imports 1.671 1.363 1.017 1.127 0.819
Non-production Net Supply 1.619 1.480 1.134 1.244 0.936

PFDS
Food Aid 0.865 0.600 0.600 0.600 0.600
Govt Commercial Imports 0.000 0.200 0.200 0.200 0.200
Domestic Procurement 0.211 0.250 0.250 0.250 0.250
Offtake 1.024 1.167 1.167 1.167 1.167
Stock Loss 0.018 0.017 0.017 0.017 0.017
Change in Public Stocks 0.034 -0.134 ·n 1:\4 -0.134 -0.134

Demand
Total Demand 3.275 3.169 2.911 2.978 2.754
CIF Price of Wheat ($/MT) 162 162.00 197 162 194
Exchange Rate (Taka/$) 50 54.00 54 54 54

CIF price (Tk/kg) 8.10 8.75 10.64 8.75 10.48
Handling. Transport (Tk/kg) 1.45 1.45 1.45 1.45 1.45
Import Parity (Tk/kg) 9.55 10.20 12.09 10.20 11.93
Quality Calibration factor 0.905 0.90 0.90 0.90 0.90
Domestic Wheat Price (Tk/kg) 8.64 9.23 10.D4 9.23 10.79

Percent Change Price 6.79 ~~G.58 6.79 24.88

Percent Change Production 1.99 7.13 4.74 9.78
Percent Change Demand -3.23 -11.12 -9.06 -15.91

Elasticity of Supply of Wheat 0.30 0.30 0.30 0.30 0.30
Elasticity of Demand of Wheat -0.50 -0.50 -0.50 -0.50 -0.50

Note: Domestic price of wheat is national average wholesale price from DAM.
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Figure 3 - Wheat Prices and Quantity ofPriv~te Wheat Imports in Bangladesh, 1993-2000
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FPMU/FMRSP memo
22 February, 2001

Implications of a 1 lakh Increase in FFW Rice Distribution

Recently, it has been proposed that distribution of rice through Food For Work

(FFW) channels be increased by a total of 1 lakh MTs during the remainder of the

2000/2001 fiscal year. Currently, 193 thousand MTs of rice and 418 thousand MTs of

wheat are budgeted for FFW distribution. Of this total, only 43 thousand MTs ofrice and

65 thousand MTs of wheat had been distributed as of the end of January 2001.

This memo discusses the implications of the proposed 1 lakh MT increase in FFW

rice distribution in terms of public foodgrain stocks, fiscal costs and leakages, and market

prices of rice.

Implications for Public Foodgrain Stocks

In the origina12000/2001 budget, 125 thousand MTs of rice and 503 thousand

MTs of wheat were allocated for FFW programs. All 125 thousand MTs of rice and 115

thousand MTs of wheat were budgeted for Rural Infrastructure Development (RID)

managed by the Ministry of Relief, a non-ADP channel. In December 2000, planned

distribution of rice through this channel was increased by 68 thousand MTs, and wheat

distribution was decreased by 85 thousand MTs in a rice for wheat swap at a ratio of 1

MT of rice per 1.25 MT of wheat.

Under the current distribution plan, closing stocks (net of stock in transit) are

projected to be 684 thousand MTs of rice and 407 thousand MTs of wheat, (a total of

1.091 million MTs offoodgrain). Of this total, at least 1.191akh MTs of rice (and no

wheat) would be more than six months old at the end of June 2001 and at least 65



thousand MTs of rice would be more than eight months old.' Moreover, with normal

total PFDS foodgrain distribution of only about 110 thousand MTs in July and August,

the problem of old rice stocks would likely persist until at least September 200 I. A rice

for wheat swap of about 70 thousand MTs of rice would be needed by September 200 I to

avoid having this amount of rice stock reach 9 months of age.

An increase in FFW rice distribution by I lakh MTs over the last four months

of the 20001200 I fiscal year would lower (net) rice stocks to 584 thousand MTs and

total (net) stocks to 991 thousand MTs. (Gross stocks would still be 1.083 million

MTs.) The minimum amount of rice stocks at least six months old would be only 19

thousand MTs as of the end of June 200 I.

Note that these stock projections include I lakh MTs of public sector wheat

imports. Given low market prices and adequate public foodgrain stocks, if these imports

are cancelled, total wheat stocks would still be 307 thousand MTs net (384 thousand MTs

gross), and total foodgrain stocks would be 891 thousand MTs (net) and 984 thousand

MTs gross.

Thus, foodgrain stocks are adequate to meet projected distribution needs,

even with an additional 1 lakh MTs of rice distribution. Moreover, additional rice

distribution (above what is currently planned along with normal July-September rice

distribution) is needed by September 2001 in order to avoid having approximately 70

thousand MTs of rice reach 9 months of age.

Fiscal Costs and Leakages

Distribution of an additional I lakh MTs of rice through FFW involves

significant fiscal costs, however. At an economic price of about 14.0 Tk/kg (the average

I These figures indicate the minimum amount of old stocks assuming old stocks are
distributed before newer stocks. Depending on stock rotation, the actual amount of old



cost of government rice stocks), the additional FFW distribution costs are 140 crore

Taka (25.9 million dollars). Moreover, it may be difficult to plan and administer new

FFW projects in the relatively short span of time available before the end of the fiscal

year (and the onset of the monsoons). As a result, there is an increased risk ofleakages,

in light of a rapid increase in program size over a short period of time, as was the case

with the expansion ofFFW in early 2000. Finally, ifFFW distribution coincides with

boro procurement in May and June, 2001, there is the possibility that rice designated for

FFW distribution could be repurchased as part of domestic rice procurement without

ever leaving the godowns, through simple book transfers.

Market Prices

Market prices of rice have been relatively low since May 1999, following the

record post-1998 flood boro harvest. In January, 2001, the national average wholesale

price of coarse rice was only 11.3 Tk/kg, 1.2 Tk/kg below the 2000/2001 domestic

procurement price of aman rice. Aman procurement through the end of January 2001

was 161 thousand MTs out of a target of 250 thousand MTs. Procurement through mid-

February was about 180 thousand MTs and the aman procurement season may be

extended to mid-March 2001. Adjusting for inflation, real prices of rice in 2000/2001

have been at their lowest levels since 1997, (Figure I).

An additional 1 lakh MTs of rice distribution in the March-May 2001 period

would add about 1.9 percent to available supplies of rice, estimated at about 5.1 million

MTs.z This additional rice supply could potentially lower rice prices by 4 to 10

stocks could be higher.
2 Total available rice supplies for consumption for the December 2000 through May 2001
period are estimated as equal to 11.2 million MTs of aman production less 10 percent for
seed, feed and wastage, plus 79 thousand MTs of private sector rice imports and 381
thousand MTs of rice distribution less 250 thousand MTs of aman procurement. Note
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percent below their levels in the absence of the distribution. If without additional

distribution, rice prices would rise by 4 percent between January and March-May (as they

did on average during the 1990s), then an additional I lakh MT of distribution could

lower average wholesale prices of coarse rice in March-May 200 I by 0.5 to 1.1 Tk/kg, to

perhaps 10.9 to 11.6 Tk/kg (Appendix Table I). Thus, additional rice distribution

concentrated during the March-May period could have a significant negative impact on

pre-boro harvest prices.

Conclusions

Current and projected foodgrain stocks, coupled with relatively low market

prices following the successful 2000/2001 aman harvest, are more than sufficient to

permit a I lakh MT increasing in rice distribution through FFW from March to May

2001. Even with the additional distribution, foodgrain stocks are projected to be 991

thousand MTs (net) and 1.083 million MTs (gross). Moreover, some increase in rice

distribution (beyond current plans and normal July-September distribution) is needed to

avoid having about 70 thousand MTs of rice reach nine months of age by the end of

September 2001.

However, fiscal costs of additional distribution are high -- 140 crore Taka (25.9

million dollars). Moreover, rapid increases in distribution entail increased risk of

leakages and diversion of resources that could be embarrassing to the Government.

Finally, additional distribution could lower wholesale market prices of coarse rice in

March-May 2001 by 4 to 10 percent (0.5 to 1.1 Tk/kg), compared to prices in the

absence of additional distribution. A smaller increase in FFW rice distribution would

have proportionately less fiscal costs and market price impacts.

that these calculations assume no change in stock between the start of the aman harvest
and the start of the boro harvest.



Thus, increased distribution, while feasible, comes at a potentially high cost both

to the government budget and to farmers, in general. A more moderate increase in FFW

rice distribution (of 50 to 70 thousand MTs) would limit the direct fiscal costs and

adverse price effects for farmers, while easing the problem of aging stocks. Swapping

rice for wheat in various channels would solve the aging rice stock problem at even lesser

fiscal cost, however.



Table 1: Summary of PFDS Foodgrain Stock Scenarios

Rice Wheat Total

Original 2000/2001 Budget
Opening Stock 563 528 1,091
Government Procumme)ll 900 450 1,350
I'ood Aid 0 600 600
Total Distribution 670 1,167 1237

FFW 125 503 628
Closing Stock 777 395 1,172

Current 2000/2001 BUdget
Opening Stock 563 528 1,091
Government Procurement 900 400 1,300
Food Aid 35 579 614
Total Distribution 783 1,007 1,790

FFW 193 418 611
Closing Stock (net) 684 407 1,091

Stock> 6 months old 119 0 119
Stock> 9 months old 0 0 0

Diatribution with 1 lakh Extra FFW Rice
Opening Stocl, 563 528 1,091
Government Procurement 900 400 1,300
FOCld Aid 35 579 614
Total Distribution 883 1,007 1,890

FFW 293 418 711
Closing Stock (net) 584 407 991

Stock> 6 months old 19 0 19
Stock> 9 months old 0 0 0



Foodgrain Balance - 2000/2001 ,
(figure in lakh m. tons)

FY 2000/2001 FY 1999/2000

1. Opening Pnblic Stock (Ist July): Rice Wheat Total

5.63 5.28 10.91

Rice Wheat Total

6.95 5.04 11.99

2. Mid-Year Population Estimate (million) 131.00 129.00

3. Reqnirement (@16 Oz./CapitalDay) 216.89 213.58

4. Gross Domestic Production: (Target) (Actual)
Rice Wheat Total

Aus 19.27 /Maize
Aman 112.46 20.00
BOlO 112.00 1.25

Total 243.73 21.25 264.98

Rice Wheat Total

17.34
103.06
110.27

230.67 18.40 249.07

5. Net Domestic Production
(after deduction 10% as seed, feed and wastagc)

6. Domestic I'roduction Gap

238.5

-21.59

224.16

-10.58

7 Foodgrain Import through Formal Sources

Source Rice Wheat Total

Aided Imports 0.35 5.80 6.15
GOB Commer.:ial Imports 0.00 1.00 1.00
Private Sectr ImpoL1s 4.00 6.00 10.00

Toral Imporls 4.35 12.80 17.15

Rice Wheat Total

0.05 8.65 8.70
0.00 0.00 0.00
4.28 8.06 12.34

4.33 16.71 21.04

8. Net Requirement Surplus after Import: (item 7 - item 6) 38.74 31.62

9. Public Internal Procurement

Rice Wheat Total

Domestic ,Procurement of Foodgrain 9.00 3.00 12.00

Rice Wheat Total

7.56 2.11 9.67

10. Public Foodgrain Distribution Programe:

Rice Wheat Total

0.01 0.35 0.36
1.31 1.24 2.55
1.12 1.74 2.86

3.34 4.20 7.54
0.62 1.55 2.17

1.27 0.22 1.49
1.09 0.94 2.03

8.76 10.24 19.00

Rice Wheat Total

5.63 5.28 10.91

Channels Rice Wheat Total

OMS/FPC 0.10 0.50 0.60
Rati"n IEP/OP/LE) and FM 1.35 1.29 2.64
FFE (PMED) 1.50 2.00 3.50
FFW (RD and General) GOB + Donar 1.93 4.18 6.11
\lGD GOB + Donar 0.64 1.20 1.84
VGF GOB 1.32 0.21 1.53
WGRiHT (MDMR) 0.99 0.u9 1.68

Total Public Distribution 7.83 10.07 17,90

Rice Wheat Total

7.82 4.05 11.87

11. Closing Public Stock (30th June):



Oetailed Food Distributjon Plan. 200082001

Channels Rice Wheat Total

AI. UMS (Opcn M:ukcl Salcs)i FPC 100.0 100.0 200.0

A2. UP «(ltkr Prioririrs) 10.0 5.0 15.0

fU. Fi'vl (GOVt. I' lour Mill) 10.0 10.0

:\4. LEI (Lmgc EmplC'yer Intluslriesl 14.0 14.0

A'f. EP (Es~':rltial Priorities) 17.5.0 100.0 225.0

-\. "fotal - nGF SalC's 235.U 229.0 464.0

UI. FFE (Fond tor Education Progl':lmme) 1:>0.0 200.0 350.0::._._---_.
150.a 200.0 350.0B. Tutal • PM ED Sales

('t. Fr-W~Rul'al Development (WFP) 2:00.U 200.0

('2 F.:W~Rllral Inll'a. D~~vclopnll'lll 50.0 50.0

C.l. rrW-PM's Commitment 15.0 15.0

('4 FFW-River! Canal Excavation 25.0 25.0

C5. FFW~Special Programme 28.0 28.0

C. ADP (RD/FFW-Grlleral) 318.0 318.0

DI. Border RoaJs Construction 5.0 5.0

D2. FFW-Rural Infra. Development 125.0 115.0 240.0

D.1. Cantt.lPolicc Area Development 19.0 19.0

04. Canal Digging 15.0 15.0

D5. Ashrayan Project 20.0 20.0

D6. Adal'~ha Gram Project 5.0 5.0

D7. llhal..a Chlllagvng City Corp. 0.0 0.0

DX. Rf'St"rH· 6.0 6.0

D. 'on·A[)P (Ffo'W~General) 125.0 185.0 310.0

FI. \:l.jr> (Vtlln~rableGroup D~velopment) 64.0 120.0 184.0

I:..!. TR (Rural ~1aintcnanc\:) 100.0 100.0

E; VGt' (vlll11crabk UIllUP feeding) 15.0 15.0

E4. OR ((mltitous Relief) 46.0 46.0

E5. ~pecial Test Rclief(CUTI 35.0 15.0 50.0

E. Tolal ~ Others (V(iOiVGF/GR/CHT) 160.0 235.0 395.0

F.T.... ral OIJII·Al)l> !<'FWI Others JD+EI 285.0 420.0 705.0

Total Non-Sales (ADP and non-I\UP) {C+F] 285.0 738.0 1023.0

Gnmd Total (A+B+F) 670.0 1167.0 1837.0

(000 mt)Revised Budget 2000-2001,
Channels Rice Wheat Total

AI. OMS (Open Markct Sales)1 FPC 10.0 50.0 60.0

A2. OP (Other Priorities) 10.0 5.0 \5.0

A3. FM (Govr. Flour Mill) 10.0 10.0

A4. LEI (Large Emplo}-cr Industries) 14.0 14.0

AS. EP (Essential Priorities) 125.0 100.0 225.0
A. Total - DGF Sales 145.0 179.0 324.0

BI. FFE (Food for Education Programme) 150.0 200.0 350.0

B. Total - PMED Sales 150.0 200.0 350.0

CI. fFW-Rural Development (WFP) 200.0 200.0

('2. FFW·Rul'al Intra. Development 50.0 50.0

C3. FFW-PM's Commitment 15.0 15.0

('4. FFW-Rivcrl Canal Excavation 25.0 25.0

C5. FFW~Special Programme 28.0 28.0

C. ADP (RD/f<'FW-General) 318.0 3\8.0

DI. Border Roads Construction 5.0 5.0

D2. FFW-Rural Infra. Development 193.0 30.0 223.0

D3. Cantt.lPolice Area Development 19.0 19.0

D4. Canal Digging t5.0 15.0

D5. Ashrayan Project 20.0 20.0

D6. Adarsha Gram Project 5.0 5.0

D7. Dhaka. Chittagong CIty ('vip. 0.0 0.0

D8. Reserve 6.0 6.0

D. Non-ADP (FF\V~General) 193.0 100.0 293.0

EI. van (Vulnerable Group Development) 64.0 120.0 184.0

E2. TR (Rural Maintenance) 40.0 50.0 90.0

E3. VGF (Vulnerable Group Feeding) 132.0 21.0 153.0

E4. GR (Gratitous Relief) 24.0 4.0 28.0

E5. Special Test Relief (CHT) 35.0 15.0 50.0

E. Total - Others (VGDNGF/GRICHT) 295.0 210.0 505.0

F.Total non-ADP FFWI Others ID+EI 488.0 310.0 798.0

Total Non-Sales (ADP and non-ADP) [C+F] 488.0 628.0 t116.0

Grand Total (A+B+F) 783.0 1007.0 1790.0

(000 mt)Original Budget, 2000-2001
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Monthly Projection of Govt. Stock, Procurement, Import, Offtake of Rice and Wheat during 2000i2001

OOC rTleJ.ric to:onSi
Net Opening Stock 1 ADDITION OFF.TAKE PI Net Closing Stock Estimated Age of Rice Stock' Estimated Age of Whe3:t StOCK'

D Domestic lmoorts Rice Whe3t! (net of slc:::k·in- ~onth Age Age. Age I Age . Age Month Ag~ I Age AQe. "ge

A Procurement FoodAid J CommerCIal I TotallmD~rts :o~~~ Distribution OistributiQ.n I Tg;:'l Iransit=93.111rnl) ·end mora l more 1 more i more I mOfe -end rr.ore ~ ITY.'r€; lI'rO;e \ more
I RK;e Wheat! Totali Rice Wheat. Total Rice Wheal Rice Wheat Rice Wheal. Total nON Pricedl Non- Tolal Pricedi Non· T':)lal TAKE ~I'l~ 152;6, Wr,P31 77S95} Rice Ulan 6 j lhan 7[ than 8 ~ than 9jlhan 10 Wheat than 61 than? thall althan 9

Ration Priced: Rice Ration Priced Wheat Rice Wheat Total Stock months) montf,s1 monthsi months) months Stock JllOnlhs j month n-<O:lthsi mcmths

548.2 450.2 998.31
641.9 ~23.1 1065.0
730.9 420.7 1151.6
726.1 361.4 1081.

nf.7 295.0 1056.61
722.1 229.0 951.1

1

'

700.8 135.6 836.4
725.2 267.0 99U

667.8 225.9 893.61'
609.8 212.4 822.2

506.7 384.5 891.2
573.9 367.9 941.81

105.6 1.61107.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 107.2 10.6 O.7i 11.2 13.7 14.6~ 28.3 39.5641.9 423.1j 1065.0641.9 189l 72 39 38 35 423.1 241\ 19& 0i 0 J

101.4 0.0: 101.4 0.0 54.1 0.0 0.0 0.0 54.1 54.1 155.4 10.7 0.9 11.6 14.7 4',4 56.0 67.77jO.9 420.711'1151.6730.9 2321 177 60 27 26 420.7 1841 184 1411 0 A

9.4 0.0 I 9A 0.0 0.0 0.0 0.0 0.0 0.0 0.0 9.4 10.2 3.6 13.7 13.7 44.0 1 57.7 71.4 726.1 361.4 1087.5 726.1 2471 218 162 46 13 361.4 1251'25 1251 82 S
99.2 0.0 99.2 0.0 0.0 0.0 00 0.0 0.0 0.0 99.2 10.3 42.8 53.0 15..1 50.5 65.9 118.9 771.7 295.0' 1066.6 n1.7 1941 194 164 109 0 295.0 163 58 581 58 0

6.6 0.0 6.6 0.0 27.5 0.0 0.0 0.0 27.5 27.5 34.1 10.9 42.7 53.6 14,4 78.5! 92.9 146.5722.1 229.0\ 951.1 722,1 2191 137 137 108 52 229.0 1991 70 01 0 N

45,5 0.0 45.5 2.0 15.3 0,0 0.0 2.0 15.3 17.3 62.8 11.4 55.6 67,0 9.3 97.9 107.2 174. 7008 1356 1 836.4 700.8 3461 150 69 69 39 135.6 1151 90 01 0 0
115.7 0.0 115.7 0.0 175.5 0.0 0.01 0.0 175.5 175.5 291.2 11.2 78.5 89.7 9.7 31,0, 40.7 13M 725.2 267.oi 992.2725.2 345i 255 58 0 0 267.0 OJ 71 461 0 J

38.8 0.0 38.8 3.0 21.5 0.0 0,0 3.0 iUil 24.5 63.2 14.8 82.9 97.7 17.3 43.8 611 158~8 667.8 225.9; 893.6 667.8 348 246 156 0 ~-- 0 225.9 0 0 8 0 F

SO.O 0.0 SO.O 0.0 79.5 0.0 0.0 0.0 79.5
1

79.5 129.5 15.0 91.5 106.5 18.8 72.7: 91.5 197.9609.8 212.4! 822.2609.8 249 240 138 481 0 212.4 0 0 0 0 M
0.0 80.0 80.0 0.0129.1 0.0 100.0 0.0229.,

1

229.1 309.1 14.0 87.6101.6 20.6114.9.'35.4 237.1506.7 384.5; 891.2506,7 245 146 136 35: 0 384.5 0 0 0 0 A

130.0120.0 250.0 30.0 11.9 0.0 0.0 30.0 11.9 41.9 291.9 14.0 77.3 91.3 15.9131.1 1 '47.0 238.3573.9367.91941.8573.9 159 152 53 44! 0 367.9 0 0 0 0 M

197.8 98.4 296.2 0.0 65.0 0.0 0.0 0.0 65.0. 65.0 361.2 12.0 74.0 85.9 15.7 107.6 123.3 209.3 684.2 406.5, 1090.7 684.2 119 71 65 0 j 0 406.5 0 0 0 0 J

• The figures show the lowest possible quality of stock of each respective age.

fOOO metric tons

Rke Whllati Total

I. OPENING STOCK ITOTAL OFf~TAKE _ II TOTAL
(GROSS) RICE WHEAT I OFF·

TAKE
Priced Non·Priced Rice Priced I Non.Priced I Wheat

OMS OP EP Total FFW VGD FFE TR VGF GR Other: Tolal Total OMS OF' LEI EP TOla11 FFW VGO FFE TR VGF GR Olher Totall Total
tFPC i I rFPC lFM I

CLOSING STOCK

(GROSS)

Rice Wheal Total

563.4 528011091. 107.21
657.1 501.0 1158.1 155.4

74~1 498.6 1244.7 '9.4,
741.3 439.2 1180.6 99.1'
78~9 3729 1159.8 34.1

- 1737.3 306.9 1044.2 62.8,

!!W 2li' .. 929, 291.2,

74(J4 .344......•9. 1085..! 63.21.•~q'~H ;SM,;. 129.
625.0. 290.3 915.3 309.1

"'''''o'i'!>ij ,S~ 2!iu~IlK... ,m}; ..., _~,~ .........
589.1 #5.8 1034.9 361.21

;li'il~l~'i:4'"'f{;; ;':;li·19.l~

0.0 0.6 '.91 10.6 0.0 0.0 0.0 0.0 0.3 0.1 0.31 0.56 11.2 5.0 0.' 1,0 6.81 13.7 0.0
0.0 0.7 10.0 i 10.7 0.0 0.0 0.0 0.0 0.3 0.4 0.31 0.90 11.6 5,5 1.2 1,0 7.0 I' 14.7 0.0

0.0 0.8 9.3110.2 0.7 0.2 0.0 0.0 0.3 1.3 1"13.5713.7 4.7 0.9 1.0 7.1 13.7 0.6

0.0 0.7 9.5\10.3 004 0.8 0.1 0.0 21.8 '15.2 4.5 42.8 53.0 6.2 1.3 0,9 7.0; 15.4 5.8

0.0 0.8 10.0 10.9 1.6 0.9 0.3 0.1 30.3 5.2 4.3142.7 53.6 5.6 0.9 0.9 6.91 14.4 9.6
0.0 0.8 10.6i 11.4 12.5 9.6 0.9 0.1 26.6 0.2 5.6 55.6 67.0 0.3 0.7 1.2 7.21 9.3 26.7

0.0 0.7 10.6i 11.2 27.7 14.8 20.2 3.8 3.8 0.1 8.1 78.5 89.7 0.0 1.0 1.0 7.7/ 9.7 22.2

3.0 0.8 11.0'\ 14.8 25.0 14.0 25.0 6.0 8.6 0.3 4.0I 82.9 97.7 4.0 2,0 1.5 9.8

1

1 17.3 33.1
10 1,0 11.0 15-0 30-0 14.0 25.0 9.0 10.0 0.3 3.2 91.5 106.5 5.8 2.0 1,2 9.8 18.8 70.0

2.0 1.0 11.0 14.0 35.0 9.7 24.0 7.0 10.0 0.3 1.7 87.6 101.6 7.0 1.8 2.0 9.81 20.6 90.0

20 1,0 11.0114.0 35.0 0.0 24.0 7.0 10.0 0.3 1.0 77.3 9.1.3 3.0 1,2 1.9 9.81 15.9 100.0
0.0 1,0 11.0 12.0 25.1 0.0 30.5 7.0 10.0 0.3 1.0 74.0 85.9 3.0 1.1 1,5 10.1, 15.7 60.0

10.0 10.0 125.0 [145.01193.0 84.0 150.0 40.0 1320 24.0 35.0 [638.0(783.0( 50.0 . 15.0 15.0 99.0 [ 179,01 418.0

"-,

14.5 0.0

14.8 26.2

14.4 27.3
14.1 24.9

14.3 31.8

6.9 28.0

0.2 0.6

1.5 0.0

1.5 0.0

8.8 15.0

14.5 15.0
14.5 31.l

120.0 200-0

0.0
0.0
0.0
3.0

21.4

15.0
4.6
6.1
0.0
0.0

0.0
0.0

50.0

0.0
0.0
0.0
0.4
0.3

19.4

0.0
0.9
0.0
0.0

0.0
0.0

21.0

0.0!

0·°1
Hi
0.2 'I0.0
1.7

0.2/

0.2"!

0.21
0.1

0.1
0.0

4.0

O.O! 14.6 28.31
0.4\ 41.4 56.0

004: 44.0 57.71

::\ :~: :~:I
0.3

1
97.9 107.2

3.21 31.0 40.7,

2.0 I' 43.8 61.1
1.0 72.7 91.~

1,0 I 114.9 135.41
U 131.1 147.01
2.0 I 107.6 123.3

15.01 828.01.1001.01

39. 657.1

67.1 746.1

71.4 741.3

118.9 786.9

146.5 737.3
174.2 716.0

13D.4 740.4

158·l683.0
197..9 625.0
237.1 521.9

238. 589.1
209.i 699.4

1790:0,

501.01"58.1 J
498.6; 1244.7 A

439.2\1180.6 S

~~~:: i~~::: ~
213.5! 929.50

344.9/1085.3 J
303.8 986.7 F

290.3 915.3 M

462.4 984.3 A

445.8 1034.9 M
484.4 1183.8 J
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Monthly Projection of Gov!. Stock, Procurement, Import, Offtake of Rice and Wheat during 2000/2001
(1 Lakh MTs of Additional FFW Rice Distribution)
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TH Net Opening Stock ADDITION .-J OFF.TA~E Net Closing Stock Estimated Age of Rice Stock' Estimated Age of Wheat Stock'

Domestic Jmnorts Rke I Wheat (net of slock.in- Month Age "-ge. Age ~ AgO! i Age Month Age Age l Age ! Age

. .' . Pr!>Curement . food Aid ~mmeJtial . Totallmnorts r;~~~. OisU:bution I. Distribution rg;:.l transit =93,111 mt) -end more: lTI(I'e i !l1O~: mot':l! m,)re -end more j rr.ore Imore I more
RICe Wheat; Total Rice Wheat Total RICe Wheal Rice Wheat Rice Whe~1 ToUI TlON P~dl t.~n. T~'<11 P"c~d: No;)-; Total TAKE (Rioe 15216, Wheat 77B95} Rice Ihar. 6 ~ than i ~ t1>a:l i)! tharl9 [than l' Wheat than 6 ithan 7 'I" than 81 than 9

. RatIOn P~tCed R;=e Rallon j'riced' Wheat Rice Wheat· Total Stock mJnttlsl mC'nlhsj m.:>nltls; mon~hsl months Stock months i month ,monlhS[ months

II 548.2450.21 998.3 105.6 1.61 107.2 0.0 0.0 0.0 0.0 0.0 {J.Oj C.O 107.2 10.6 0.7: 11.2 13.7 14.6\ 28.3 39. 641.9 423.~! 1065.0 641.9 18S~ 72i 39; 38j 35 423.1 241j 1981 OJ 0

9 641.9423.1: 1065.0 101.4 0.01101.4 0.0 54.1 0.0 0.0 0.0 5'U: 54.1 155.4 10.7 v.9 11.6 14.7 11.4' 56.0 67.7730.9 420.711151.6730.9 232! 177~ 60i 271 26 420.7 1841 184] 1411 0

p 730.9420.7\ 1151.6 9.4 0.01 9.4 0.0 0.0 0.0 0.0 0.0 O.Oj 0.0 9.4 10.2 3.6\ 13.7 13.7 44.01 57.7 71.4 726.1 361.411087.5 726.1 247~ 218i 16,! 46i 13 361.4 1251 1251 1251 82
:t 726.1 361.4: 1087.5 99.2 0.0. 99.2 0.0 0.0 0.0 0.0 0.0 0.0' 0.0 99.2 10.3 42,81 53.0 15.4 SO.5 1 65.9 118,9771.7 295.0 1066.6771.7 1941 194: 164~ 109~ 0 295.0 1631 58 581 58

fY 771.7 295.011066.6 6.6 0.01 6.6 0.0 27.5 0.0 0.0 0.0 27.51 27.5 34.1 10.9 42.7! 53.6 14.4 78.5! 92.9 146. 722.1 229.01 951.1722.1 2191 137! 1371 108! 52 229.0 1991 70r 01 0
c 722.1 229.0: 951.1 45,5 0.0; 45.5 2.0 15.3 0.0 0.0 2.0 15.3 17.3 62.8 11.4 55.6 67.0 9.3 97.9, 107.2 174.2 700.8 135.61 836.4 700.8 346; 150! 69] 69! 39 135.6 115: 90 i O! 0
n 700.8 135.6\ 836.4 115.7 0.01 115.7 0.0 175.5 0.0 0.0 0.0 175.51115.5 291.2 11.2 78.5~ 69.7 9.7 31.oi 40.7 130.4725.2 267.0! 992.2725.2 345: 255f 58j (;; 0 267.0 OJ 71~ 46j a

b 725.2 2e7.0: 992.2 38.8 0.01 38.8 3.0 21.5 0.0 0.0 3.0 21.5' 24.5 63,2 14.8 82.9 97.7 17.3 43,8' 61.1 158.8667.8 225.91 893.6667.8 348: 246j 1St:: 0: 0 225.9 O! 0i 8i 0
lr 667.8225.91 893.6 50.0 O.O! SO.O 0.0 79.5 0.0 0.0 0.0 79.5\ 79.5 129.5 15.0 111.5! 126.5 18.8 72.7! 91.5 217.9589.8 212.4l 802.2589.8 229l 2201 1131 28! 0 212.4 01 01 01 0
)r 589.8212.41 802.2 0.0 80.0: 80.0 0.0 129.1 0.0 100.0 G.O 229"1229.1 309.1 14.0127.61141.6 20.6 114.9: 135.4 277.1426.7 384.51 811.2426.7 1851 86! 76! O! 0 384.5 01 01 01 0
ly 446.7384.51 831.2 130.0 120.01250.0 30.0 11.9 0.0 0.0 30.0 11.9 41.9 291.9 14.0 117.31131.~ 15.9 131.11147.0 278.3 413.9 ~67.9i 781.8 413.9 59! 52! 0] 01 0 357.9 0i OJ 01 0
In 473.9367.91 841.8 197.8 ~8.~i 296.2 0.0 65.0 0.0 0.0 0.0 65.0! 65.0 361.2 12.0 74.0i 85.9 15.7 107.61 123.3 209.3484.2 406.51 890.7484.2 19i Of o~ 01 0 406.5 oj 01 01 0

tal 900.0 300.0' 1200.0 35.0 579.3 0.0 100.0 35.0 679.31 714.3 1914.3 145.0 738.0 I 883,0 179,0 828.0 11007.0 1890.0 • The figures show the lowest possible quality of stock of each respective age.

~ ~~-~
ITH OPENING STOCK TOTAl OFF·TAKE TOTAL CLOSING STOCK

(GROSS) RICE WHEAT OFF· (GROSS)
. TAKE

Priced Non.Priced Rice Priced Non.Priced Whea

Rice Wheatl Total OMS OP EPI Total FFW VGO FFE TR VGF GR Other, Total Total OMS DP LEI EP i Total FFW VGO FFE TR VGF GR OUler Total Total Rice Wheatl Total
/FPC IFPC /FM i i

~I 563.4528.0 1091.5 107.: 0.0 0.6 9.9! 10.6 0.0 0.0 0.0 0.0 0.3 0.1 o.:! 0.66 11.2 5.0 0.9 1.0 6.8113.7 0.0 14.5 0.0 0.0 0.0 0.01 O.O! 14.6 28.3 39. 657.1 501.011158.1 J

Jg 657.1 501.0 1158.1 155.4 0.0 0.7 10.0 10.7 0.0 0.0 0.0 0.0 0.3 0.4 0.3: 0.90 11.6 5.5 1.2 1.0 7.0t 14.7 0.0 14.8 26.2 0.0 0.0 0.0 0.4. 41.41,56.0 67.7 746.1 498.6 1244.7

~p 746.1 498.6 1244.7 9.4 0.0 0.8 9.3 10.2 0.7 0.2 0.0 0.0 0.3 1.3 1.11 3.57 13.7 4.7 0.9 1.0 7.11 13.7 0.6 14.4 27.3 0.0 0.0 7.4 j 0.4 i 44.0 57.7 71.4 741.3 439.2 J 1180.6
ct 741.3 43.9.2

1

1180.6 99.2 0.0 0.7 9.5 10.3 0.4 0.8 0.1 0.0 21.8 15.2 4.5 I 42.8 53.0 6,2 1.3 0.9 7.0 15.4 5.8 14.1 24.9 3.0 0.4 0.2, 2.2 ~ 50.5 65.9 118.9 786.9 372.9 1 1159.8

"IV 786.9 3n9 1159.8 34.1 0.0 0.8 10.0 10.9 1.6 0.9 0.3 0.1 30.3 5.2 4.31 42.7 53.6 5.6 0.9 0.9 6.9 14.4 9.6 14.3 31.8 21.4 0.3 0.0 I 1.1: 78.5 92.9 146. 737.3 306.9 10¥.2

~ 737.3 306.9 11044.2 62,8 0.0 0.8 10.6 11.4 12.5 9.6 0.9 0.1 26.6 0.2 5.6! 55.6 67.0 0.3 0.7 1.2 7.2 9.3 26.7 6.9 28.0 15.0 19.4 1.7 i 0.31 97.9 107,2 174.2 716.0 213.5 ~~::

,. r16.Q .21~5 929. 291 0.0 0.7 la6 11.2 27.7 14.8 20.2 3.8 3.8 0.1 8.11 78.5 89.7 0.0 1.0 1.0 7,7 9.7 22.2 0.2 0.6 4.6 0.0 0.2 3.2 31.0 40.7 130. 74i1.4 344.9 .108~~ J

.b 74i1.4 344.9 1085.3 63.2 3.0 0.8 11.0 14.8 25.0 14.0 25.0 6.0 8.6 0.3 40i 82.9 97.7 4.0 2.0 1.5 9.8 17.3 33.1 1.5 0.0 6.1 0.9 0.2 2.0! 43.8 61.1 158.8 68~0 30~8 98~7 F
or 683.0 303.81986.7 129. 3.0 1.0 11.0 15.0 50-0 14.0 25.0 9.0 10.0 0.3 3.21'11.5 126.5 5.8 2.0 1.2 9.8 18.8 70.0 1.5 0.0 0.0 0.0 0.2 1.0! 72-7 91. 217.9 805.0290.3 ~g'
pr, .~5:~'.~~'i31 ~5.3. 309.1 2.0 1.0 11.0 14.0 75.0 9.7 24.0 7.0 10.0 0.3 1.7 127..6 141.6 7.0 1.8 2.0 9.8 20.6 90.0 8.8 15.0 0.0 0.0 0.1 1.°1114.9 135,4 27!..1 441.9 .462.4 ~~: fl
Oy'l J§!.~.,l§!.~ .9.2~ 291.9 20 1.0 11.0 14.0 75.0 0.0 24.0 7,0 10.0 0.3 1.0 117.3 131.3 3.0 1.2 1.9 9.8 15.9 100.0 14.5 15.0 0.0 0.0 0.1 1.6 131.1 147.~ ~18.! ~29.1 .~8 l!r~'
~n 489.1 445.8 934.9 361.2 0.0 1.0 11.0 12.0 25.1 0.0 30.5 7.0 10.0 0.3 1.0 74.0 85,9 3.0 1.1 1.5 10.1 15.7 60.0 14.5 31.1 0.0 0.0 0.0 2.0 107.6 123.3 209.3 499.4 484.4 983.8 J

~ ~";:;)ii~,!,/;i :l~l:l-~ laO 10.0 125.0 ,. 145.0 29~0 84.0 150-0 40.0 132.0 24.0 35.0 738.0 883.0 50.0 15.0 15.0 99.0 179.0 41&0 120.0 200.0 50.0 21.0 4.0 15.0 I 628.0 10l17•. ;.11190.0

I: 100 Mrs Additional FFW Rice Distribution: Marcil {20}, Apnl (40), May (40).
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Figure 1 - National Average Real Wholesale Price of Rice and Wheat, 1980-2001
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Note: Prices are deflated using the non-food Dhaka middle-income Cost of Living Index (and the national cpr after June 1998).
Source: FPMU data and author's calculation.



Appendix Table 1: Estimation of Price Impact of an Additional 1Lakh MTs of Rice Distribution

(Figures in million MTs unless otherwise noted)

Aman Production 2000/2001 11.200

Net Production 10.080

Private Imports 0.079

Domestic Procurement 0.250

Domestic Distribution 0.381

Total Suppiy 10.290

Supply per month (December-May) 1.715

Supply (March-May) 5.145

Additional FFW Rice Distribution 0.100

% Increase in Supply 1.9% 1.9%

Elasticity of Demand -0.5 -0.2

%Change Price -3.9% -9.7%

January 2001 Wholesale Price (Tk/kg) 11.3 11.3

Seasonality Factor 1.0703 1.07

Projected Average Price March-May (Tk/kg) 12.1 12.1

Estimated Wholesale Price, March-May (Tk/kg) 11.6 10.9
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~
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FMRSP memo
April 10, 2001

Some Observations on Food Aid, Food Stocks and the Public Foodgrain
Distribution System

Although food aid has declined by more than half since the late 1980s, it remains

an important component of the Public Foodgrain Distribution System (PFDS). The 615

thousand MTs offood aid expected in 2000/2001 (579 thousand MTs of wheat and 35

thousand MTs of rice) are equivalent to 33.5 percent of total expected distribution (1.833

million MTs).

Food Aid and Food Security

Food aid contributes to food security in Bangladesh in two major ways. First, it

increases availability of foodgrain in the country. This was particularly important prior

to the liberalization of private sector wheat and rice imports in 1992, when the only

sources of foodgrain availability were domestic production, government commercial

imports and a small amount of private sector smuggling. Since the early 1990s, however,

private sector imports have added to domestic supplies, particularly following major

production shortfalls when domestic prices rose to import parity levels.

Food aid also contributes to food security by providing the resources for programs

targeted to poor households that increase their access to food. Over time, the PFDS

distribution has been increasingly targeted to poor households, as distribution through so-

called "sales channels" like ration shop sales (eliminated in the early 1990s), Open

Market Sales and sales to select groups such as the military have declined.

Levels of food aid to Bangladesh have historically been determined to a large

extent by the "food gap", a measure of the shortfall in availability in foodgrain. As

reflected in the Comprehensive Food Security Policy being formulated, however, the



Government of Bangladesh is placing increased emphasis on access and nutrition (two

other major components of food security), as well as availability of non-foodgrains.

With two years of good harvests, it appears likely that there will be a national

food surplus (a negative food gap) in both 1999/2000 and 2000/2001. This does not

mean that all poor people in Bangladesh have access to sufficient calories from

foodgrains, but simply that total net availability of foodgrains is greater than the target of

464 grams/person/day. This increase in availability is reflected in market prices which

have fallen in real (i.e. inflation-adjusted) terms.

In spite of this increase in supply and corresponding decrease in market prices, the

Government of Bangladesh continues to request food aid both for development programs

and in late 2000, for emergency relief to areas of southwestern Bangladesh hit by floods.

This food aid is not needed to augment availability of foodgrain; it does, however,

provide the resources to enable the GOB to increase access to food for poor households.

Of course, food aid is not the only means to increase access to food by he poor. In

principle, cash transfers or cash wage payments in employment schemes could be used

instead of food to augment household incomes.

The Public Foodgrain Distribution System

In recent years, there has been significant pressure for expansion of the Public

Foodgrain Distribution System. Several factors appear to contribute to this pressure,

including a desire to expand the potential financial benefits of procurement (often at a

price considerably higher than the market price) or distribution (often involving

substantial leakages). In addition, there has been a gradual shift,in policy in favor of

increased foodgrain stocks. Following the flood of 1998, for a short period of time

(September through November 1998), shortage of wheat stocks constrained expansion of

he Vulnerable Group Feeding program). This experience has led many to conclude that a

2



higher level of stocks is needed. Note that in the mid-1990s the operational stock target

was effectively in the range of 600 to 700 thousand MTs. Shortly after the flood, the

Prime Minister announced that the target stock level would be 1.0 million MTs.

Recently, the mid-term evaluation of the 5 year plan included a statement that the target

level would be 1.2 million MTs.

Note that the level of stocks, the level of distribution and the fiscal cost of the

system are closely linked. Rice stored in government godowns can generally not be kept

more than six months without significant deterioration in quality, in part because much

rice is procured during the monsoon season (following the boro harvest in May and

June), when the moist conditions make drying and storage especially difficult. Thus, in

order to maintain quality, annual rice distribution must be approximately twice the stock

target level. The implication is that when the stock target is raised, the distribution must

ultimately be increased (or storage capabilities significantly improved). At present time,

the system is somewhat out of balance and the Ministry of Food is experiencing problems

with aging stocks of rice. These problems do not always lead to a visible financial Joss,

however, since old rice (still safe to eat, but of lower market value) may be distributed

through the PFDS.

Neither large foodgrain stocks nor large levels of food aid are needed to maintain

foodgrain availability, however. Private sector imports of rice and wheat, not

government commercial imports or food aid, were the major components of increased

supplies of rice and wheat immediately following the July through September floods of

1998. Food aid's main role in flood rehabilitation was in providing the resources for a

major expansion in food for work programs in the January through May 1999 period.

Cash transfers of a sufficient magnitude to permit the government to import the wheat

through commercial channels could have served the same purposes. A cash for work

program would also have been feasible given that the private sector was already



supplying the market with wheat and rice at import parity prices (world prices plus

transport and marketing costs).

Assessing the Need for Food Aid in an Emergency Situation

Availability of foodgrain is not a major problem in the context of good harvests,

free private sector trade and relatively low world prices, but there may still be an

important role for food aid in increasing availability in times of production shortfalls or

natural disasters, particularly when world prices are high. In assessing the needs for food

aid (beyond regular program or project food aid), several general considerations are

important:

I. In times of a major production shortfall, the public assurance of

significant food aid resources may help calm foodgrain markets, and

more importantly, give the GOB confidence that sufficient financial and

in-kind resources will be available. Overall assessment of food aid needs

should take into account likely private sector imports as well as

government commercial imports, however.

2. Short-term stock constraints can limit post-disaster food distribution.

Following the 1998 floods, the expansion in distribution of wheat through

Vulnerable Group Feeding was limited by available wheat stocks, as well

as a lack of definite assurance that the food aid would be available in

coming months to maintain an expanded program if one were started

immediately. Thus, immediate delivery or at least immediate written

agreements can be very helpful in dealing with a major disaster.

3. If short-term stocks are constraining relief operations, and if private

markets are adequately supplying markets through imports from abroad or

another region of the country, then cash programs (cash-for-work or cash



transfers to households) may meet household's needs for access to food,

without a direct food distribution program.

4. However, if government stocks are already high and the projected

increase in distribution to handle the emergency needs is small, (so that

stocks are sufficient to cover the next three to four months of projected

total foodgrain distribution), then cash resources may be more efficient.

(If needed, the Ministry of Food could procure additional wheat by tender

on international markets within this period.)

Concluding Observations

Food aid has made a major positive contribution to food security and development

in Bangladesh through providing the resources for increased access to food by poor

households as well as funding programs for rural infrastructure, training and other

projects. Food aid's role in increasing availability offoodgrain has diminished over time,

but its usefulness for increasing access to food by the poor continues. Evaluating the

levels of non-emergency food aid should take into account, however, options for using

cash-funded programs as an alternative to food transfers. It is important that reductions

in food aid, if they occur, do not lead to reductions in overall funding for programs to

increase food security. Finally, further efforts are needed to reduce leakages within the

PFDS and to explore options for non-food programs to increase access to food by the

poor.
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Implications of a 1.25 lakh Increase in Wheat Distribution

In late April it was proposed that distribution of wheat be increased by a total of

1.25 lakh MTs during the remainder of the 2000/2001 fiscal year (1.0 lakh in Food For

Work (FFW) and 0.25 lakh in Test Relief). Earlier this year, in February 2001, an

increase of I lakh MT increase in FFW rice distribution had been proposed, but

ultimately not approved.

This memo discusses the implications of the proposed 1.25 lakh MT increase in

wheat distribution in terms of public foodgrain stocks, fiscal costs and leakages, and

draws some comparisons to the earlier proposal to increase rice distribution.

Implications for Pnblic Foodgrain Stocks

As of the end of April 200 I, rice stocks (net of transit) were estimated at 48 I

thousand MTs and wheat stocks (net of transit) were 350 thousand MTs. Given planned

rice procurement of 328 thousand MTs in May and June, along with 205 thousand MTs

of planned rice distribution in the same period, projected rice stocks at the end of June are

601 thousand MTs. Wheat stocks at the end of June, after 230 thousand MTs of

procurement and 3 I5 thousand MTs of distribution in the next two months, are projected

to be only 263 thousand MTs. Under this current distribution plan, age of stocks is not

expected to be a major problem by the end of June. Assuming a first in - first out stock

rotation policy, only 5 I thousand MTs of rice and no wheat stock will be more than six

months old on 30 June, 2001.'

I These figures indicate the minimum amount of old stocks assuming old stocks are
distributed before newer stocks. Depending on stock rotation, the actual amount of old
stocks could be higher.



However, an increase in wheat distribution by 1.25 lakh MTs over the last two

months of the 2000/2001 fiscal year would lower (net) wheat stocks to only 138

thousand MTs and total (net) stocks to 739 thousand MTs. This would bring wheat

stocks to dangerously low levels (Table I).

Wheat stocks will be replenished to some extent by the expected arrival of 75

thousand MTs of wheat food aid from Canada. (65 thousand MTs of wheat food aid was

initially scheduled to arrive in May 2001. At the request of the Canadian government,

this shipment has been deferred and the quantity has been increased by 10 thousand

MTS.) Nonetheless, even with this food aid, projected wheat stocks at the end of August

200 I would only be 1.66 lakh MTs.

As an alternative if 1.00 lakh MTs ofrice are distributed instead of wheat, then

wheat stocks at the end of August 2001 are projected to be 291 thousand MTs, and total

foodgrain stocks would be 815 thousand MTs, only I lakh MTs below the projected total

in the current base scenario.

Fiscal Costs and Leakages

Distribution of an additional 1.25 lakh MTs of wheat or I lakh MTs of rice would

involve significant fiscal costs, however. At an "economic" (financial) price of 12.2

Tklkg,' the additional wheat distribution would cost 152.5 crore Taka (28.2 million

dollars). An additional llakh MT of rice distribution under option 2 would cost 149

crore Taka (27.6 million dollars). Moreover, it may be extremely difficult to plan and

administer new FFW projects in the relatively short span of time available before the end

of the fiscal year (and the onset of the monsoons). As a result, there is an increased risk

of leakages, in light of a rapid increase in program size over a short period of time.

Finally, if FFW distribution of rice coincides with boro procurement in May and June,

2 This price is the estimated average cost of government wheat stocks.



2001, there is the possibility that rice designated for FFW distribution could be

repurchased as part of domestic rice procuremeut without ever leaviug the

godowus, through simple book transfers.

Market Prices

Additional wheat distribution could have a significant impact on wheat prices,

though wheat farmers are likely to have already sold the bulk of the wheat they intend to

sell, already. If this extra wheat distribution does reduce prices substantially, then donors

may be compelled to reduce food aid deliveries in future years. Extra wheat distribution

would unlikely have a major impact on rice prices, though, additional rice distribution of

1 lakh MTs in May and June would add about 1.0 percent to available supplies of rice,

potentially lowering harvest rice prices by at least 2 to 5 percent below their levels in the

absence of this distribution, (about 0.2 to 0.5 Tklkg).

Conclusions

Under current distribution and procurement plans, wheat stocks at the end of June

2001 are expected to be 263 thousand MTs, with total stocks of915 thousand MTs. An

increase in wheat distribution by 1.25 lakh MTs over the last two months of the

2000/200 I fiscal year would lower (net) wheat stocks to only 138 thousand MTs and

total (net) stocks to 739 thousand MTs. This would bring wheat stocks to dangerously

low levels.

Fiscal costs of additional wheat distribution are high - 152.5 crore Taka (28.2

million dollars). Distributing an extra 1 lakh MTs of rice instead of the additional wheat

would conserve wheat stocks, but still cost 149 crore Taka (27.6 million dollars).

Moreover, rapid increases in distribution of either rice or wheat entail increased risk of

leakages and diversion of resources that could be embarrassing to the Government.

--
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Table 1: Summary of Policy Options

Rice Wheat Total

Base Scenario

Stock (end April, 2001) 481 350 831

Procurement (May, June 2001) 328 230 558
Domestic 328 133 461
Food Aid 0 97 97

Distribution (May, June 2001) 205 315 520

End Stock (end June, 2001) 601 263 864

Projected Stock (end August, 2001) 624 291 915

Option 1: Extra 1.25 lakh MT Wheat Distribution

Extra Distribution (May, June 2001) 0 125 125

End Stock (end June, 2001) 601 138 739

Projected Stock (end August, 2001) 624 166 790

Extra Fiscal Cost of Distribution: 1.25 lakh MTs wheat @ 12.2 Tk/kg = 152.5 crore Taka

Option 2: Extra 1.00 lakh MT Rice Distribution

Extra Distribution (May, June 2001)

End Stock (end June, 2001)

Projected Stock (end August, 2001)

100

501

524

o

263

291

100

764

815

Extra Fiscal Cost of Distribution: 1.00 lakh MTs rice @ 14.9 Tk/kg =

Note: All stock figures shown are for net stocks.

,149 crore Taka
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Monthly Projection of Govt. Stock, Procurement, Import, Offtake of Rice and Wheat during 2000/2001

FPMU
03·May.()1

(000 metric tons
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Public Foodgrain Balance - 2001/02
(f 1 kh Ions)lj!;ures In a m.

FY 2001/2002 FY 2000/2001 FY 1999/2000

I. Opening Public Stock (1st July): Rice 5.16 Rice 5.63 Rice 6.95

Wheat 3.40 Wheat 5.28 Wheat 5.04

Total 8.57 Total 10.91 Total 11.99

2. Mid-Year Population Estim3te (million) 133.00 13 1.00 129.00

3. Requirement (@16 Oz.lCapita/Day) 220.20 216.89 213.58

4. Gross Domestic Production:

T~~e! Aus 20.00 Aa..J Aus 19.16 Actual Aus 17.34

T~rge( Aman 112.00 Aa..J Aman 112.48 ActlUl Aman 103.06

T.rgCl Bora 112.00 Tugn Boro 112.00 Acuu! Bora 110.27

T.rgn Wheat 20.00 Target Wheat 20.00 Actual Wheat 18.40

Target Total 264.00 T"", Total 263.64 Aa..J Total 249.07

TU'!:et Maize 1.25 Taliet . Maize 1.25 Maiu 1.20

5. Net Domestic Production 237.60 237.27 224.16

(after 10% deduction for seed, feed & waste)

6. Domestic Production Surplus 17.40 20.38 10.58

7 Foodgrain Imports through Formal Sources

Sourtes Rice Whc;tt Total Rice Wheat Toul Rice Wheat Total

Aided Imports 0.00 5.75 5.75 0.35 5.13 5.49 0.05 8.65 8.70

GOB Commercial Imports 1.50 2.00 3.50 0.00 0.00 0.00 0.00 0.00 0.00

Private Sector Imports 3.00 7.00 10.00 5.50 4.50 10.00 4.28 8.06 12.34

Total Imports 4.50 14.75 19.25 5.85 9.63 15.49 4.)3 16.71 21.04

8 Net requirement surplus after ,imports: (hem 6-hem 7) 36.65 35.87 31.62

9 Public Internal Procurement

Rice Wheat Total Rice Wheat Toul Rice Wheat Total

Domestic Procurement of Foodgrain 7.00 3.00 10.00 9.00 3.00 12.00 7.56 2.11 9.67

10 Public Food Distribution Programme:

Channels Rice Wheat Total Rice Wheat Total Rice Wheat Total

OMS/FPC 1.00 1.00 2.00 0.00 0.30 0.30 om 0.35 0.36

Raeion (EP/OP/LE) and FM 1.35 1.29 2.64 1.35 1.29 2.64 1.31 1.24 2.55

FFE (PMED) GOB 2.00 1.50 3.50 1.50 2.00 3.50 1.12 1.74 2.86

FFW (RD and General) GOB+Donor 3.14 3.14 6.28 2.73 4.18 6.91 3.34 4.20 7.55

VGD GOB+Donor 0.64 1.20 1.84 0.64 1.20 1.84 0.62 1.55 2.17

VGF GOB 0.45 0.00 0.45 2.21 0.21 2.42 1.27 0.22 1.49

TR/GR/HT (MpMR) GOB 1.51 0.15 1.66 1.24 0.68 1.92 1.09 0.94 2.03

Total Public Distribution 10.09 8.28 18.37 9.67 9.86 19.53 8.76 10.24 19.00

11 Closing Public Stnck (30th June):

Rice 3.42 Rice 5.16 Rice 5.63

Wheat 5.72 Wheat 3.40 Wheat 5.28

Total 9.15 Total 8.57 Total 10.91
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The FMRSP is a 3.5 year Project of the Ministry of Food, Government ofthe People's Republic
of Bangladesh, providing advisory services, training and research, related to food policy. The
FMRSP is funded by the USAID and is being implemented by the International Food Policy
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