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a .  111 o ~ d ! > t  f o t  tt11, l111(; t [ I  ~ I I -  111 I , I I I I !  111nt jhl C ~ J I I I I , ~  jhr~c(a wjl 11 
T l t l c  111 co l~d i t lonb l l ly ,  i t  n~ur;t ag1r.t- will, t!,c USPIID on 
1'1 i c ing  Iccucc dc.r;ct l  tn.d i n  tccommc-ndat ion nurnt~ct 2 ,  

Oncc t h i c  trStwnlc.nt ir. tcaochcd, vc. tc*comn~r:nd l t ~ & t  USAID bc. 
a u t h o t i z ~ d  
of the  kqtcc.mcnt ac coon ar. posc1t)Ir.. 

Hi66ion Cort~nlent: TIlc Mitt ion concurs with cccpcct t o  ncccc6aty 
Opcn n a t k e t  Sale6 (OHS) pt ice  adjuhtmcnts, a6 dCccf l t c~d  i n  the  option6 
non-papct tefetenced in  reconlmcndat ion No. 1 .  Wc Ic l  levc t h a t  the  BUG 
hac a l t eady  implcntcnttd t h i c  p s t t  of the  recomn~cndation, i n  t h a t  i t  
agreed t o  thc OMS pr ice  adjustment ~ e q u j t e d  by our ptoposed option 140. 
2 and e f f e c t e d  the necescaty change on January 4, 1988. F u l l  p t i c e  
adjustments jn the Statutory Rationing (SR) and O t t ~ e t  P t i o t i t i e s  (OP) 
r a t i o n  channels requi ted by option No. 2 have not yet h e n  made. 
However p a t t  of the nccetsaty p r i ce  inc tease  i n  thoce chbnnels was 
e f f e c t e d  on January 4, 1988, and the  Secre tary  of Food s t a t e d ,  a t  t h a t  
time, t h a t  the  addit ional  increesec would be i n s t i t u t e d  a t  a l a t e t  
da te .  

The Hission has proposed, i n  DHhKA 1158, t o  negotiate a new 
attangement with the  BDG, u n d e ~  the  1982 T i t l e  I / I I I  sgteemcnt and 
subsequently under the 1987 agreement, wheteby loca l  cur tency proceeds 
gcnerated i n  SR and OP channels (as well  as  o thet  spec i f i ed  channels)  
would be tequired t o  be dcposited i n  the  Specia l  Account and used f o r  
approved p ro jec t s ,  regatdlcss of t h e  p r i c e s  charged i n  those 
channels. Under the  new arfangcnent proposed, f a i l u r e  t o  implement 
t equ i t ed  p r ice  increases j n  those channels by a spec i f i ed  da te  would 
res i l l t  i n  l o s s  of T i t l e  I l l  Currc-ncy Use O f f s e t  e l i a i b i l i t y  for  the  
r e l i t e d  proceeds. Such ptocccds  would then be t t c a t e d  a s  T i t l e  I 
p r o c c ~ d s .  Ke believe the c~echanism dcsct ibed i n  the above pzoposal 
c r e a t e s  a  slpn1f;cant incentive for  BDG compliance v i t h  p r i c ing  
requircncnts and a  reasonable sanct ion fo r  non-compliance. The 
Kission concurs v i t h  the tccoxncndation t h a t  i t  be zuthotized t o  
ncpct l a t e  f o t  the  second year of t , ,e  1587 agteeaent  a s  soon as 
poss ib le ,  but !n accordance v i t h  the  arrangc-zcnts out l ined obove. 

b. In o tdct  t o  ach!eve r~aximom leverage for policy refozms, t h e  
e\*aluation tesm recomntcnds t h a t  Ranoladcsh te a l l o t t e d  
mi l l ion  in  T i t l e  111 cor~modities above and beyond the  -- 
mil l ion in  flood re l i e f  cozrioditics c a r t i c d  ----- ovcr i n t o  FY 80. 
K c  c n t l  t e - f a o ~ ~ o n  sllould be rovided under tine ---- -- -- ------- - 
az,cndrrnt. An FY 66  l cvc l  of &rrlillion of add i t iona l  
c o ~ ~ n i ~ d i t i e s ,  as  proposed by t h c  DCC, w i l l  d in in i sh  the  
~ { j s s i o n ' s  cf fcc t ivcncss  I n  pursuing policy dialogue. 
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3 .  I ' f c ~ : * ~ ~ r t - n ~ # , n !  ~ I I I I I ~ I ~ ~ ~ ~ I I  I < , I I ~ I ~  !;ifilf,: ( O M ! ; )  :: t . t ~ - f l ~  I ~ r j c - j f ~ ~ ~ .  --- -------- - -- - .  - - -  - -- - Y l -  --.--- -.-a- 

0 .  f ) t I ( '  L O  d (  I->)'t,rl i j f  1 j v"] ' ,  ( 1 '  j f 1 1 1 1 1 ) f  t t u ( I  1 ~ 1 a 1 j f 1  f I~ I I I I  ~ ( I ~ I I B ~ ! ,  

( i n c l u d i n g  t t w  U . S . 1  s n d  d i r a p l l o j n t l n g  t ~ o ~ v c . r . t ~  i n  t t ~ c  
c p r l n g  of 1907,  t t ~ c .  H:,G r a j k e d  procurc .mcnt  pticcbr, i n  A p r i l  
b u t  d i d  n o t  r a j c c  OHS and  l a t i o n  p l i c c c  by t h e  Ocame 
r a t i o .  T h i s  upr .c t  t t ~ c  f o r m u l a  determining t e l aL iv t :  
p r o c u r c m c n t ,  OMS and  r a t i o n  prices ccn t  by t h c  h g r c e n ~ e n t .  
Thc c v a l u l l t i o n  team ~ u p p o l t ~ .  t t w  H i ~ c j o n  p o s i t i o n  t h a t  t h e  
BDG a c t i o n  was u n d e r s t a n d a b l c  a n d  t h a t  t h c  PFDS s a l e s  
p t i c c r i  a s  t h c y q r e v a i l e d  u n t i l  t h c  aman r i c e  h a r v c c t  a r e  
a c c e p t a b l e .  We cuppor  t c o n t i  n u i n g  t o  c o u n t  OMS s a l e s  f o r  - 
l o a n  o f f s e t  d u r i n g t h f s  p e r i o d  b u t  o n l y  o n  t h c  c o n d i t i o n  
t h a t  t h c  RDG is  w i l l i n g  t o  r c s o l v c  p t i c i n g  i s f i u c s  b a s c d  on  
t h e  t h r e e  p r i c i n g  o p t i o n c  p u t  f o r w a r d  by t h e  M i s s i o n  a n d  t o  - 
make thcm e f f e c t i v e  ~ h o l t l y  a f t e r  aman procurement b e g i n s .  

Y i s s i o n  Comment: The H i s s i o n  c o n c u r s  w i t h  r e s p e c t  t o  
c o n t i n u i n g  t o  c o u n t  OKS-priced s a l e s  f o r  T i t l e  111 C u r r e n c y  Use 
O f f s e t  b a s e d  o n  t h e  BDG'S ag reemen t  t o  i n c r e a s e  OMS p r i c e s - a s  
p r o p o s e d  i n  t h e  M i s s i o n  o p t i o n &  non -pape t ,  A s  s t a t e d  i n  o u r  comment 
unde r  recommendat iorr  1 A  a b o v ~ ,  n e c e s s a r y  OMS p r  ice  c h a n g e s  have  been  
made. 

P r i c e s  i n  t h e  S R  and  OP c f . a n n e l s  a r e  n o t  a t  p r e s e n t  
s u f f i c i e n t l y  h i g h  t o  p c t m i t  s a l e s  i n  t h o s e  c h a n n e l s  t o  c o u n t  t o w a t d  
C u r r e n c y  Use O f f s e t .  Iiowevet, a s  i n d i c a t e d  a b o v e ,  we b e l i e v e  
p r i c i n g  a n d  t e l a t e d  e l i g i b i l i t y  i s s u e s  f o r  t h o s e  c h a n n e l s  s h o u l d  be 
t r e a t e d  s e p a r a t e l y  a n d  i n  a c c o r d a n c c  w i t h  t h e  p t o p o s a l  o u t l i n e d  
a b o v e  a n d  i n  DHAKA 1158 .  

b. The  e v a l u a t i o n  t e a n  recommends t h a t  a  j o i n t ,  i n - d e p t h  s t u d y  
of t h e  O K S  p r i c c - s e t t i g  fornula be u n d e r t a k e n  by t h e  
K i s s i o n  a n d  t h e  RDG. We reconmend t h a t  t h e  M i s s i o n  i n c l u d e  
a  t h t o u q h  a n a l y s i s  of c r i t i c a l  i n f o r ~ n a t i o n ,  s u c h  a s  
m a r k e t i n g  m a r g i n s ,  t r a n s a c t i o n s  c o s t s  ( i n c l u d i n g  
non-moneta ry  c o s t s ) ,  and  a c c e p t a b l e  r a t e s  o f  r e t u r n  i n  t h e  
c r r e a l s  ~ h o l e s h l e  and r e t a i l - i n d u s t y ,  i n  t h e  s c o p e  o f  work 
f o t  t h e  s t u d v .  

H i s s i o n  comment: The K i s s i c n  a g r e e s ,  a n d  p r e p a r a t i o n s  a r e  
u n d e r g a y  f o r  t h i s  s t u d y  to  Le c o n d u c t e d  j o i n t l y  by IFPRI a n d  
t h e  X i n i s t r y  o f  Food. 

3 .  ~ o d i f i c d  R a t i o n i n g  R e f o r 2  -- 

The e v a l u a t i o n  team L)c l ievcs  USAID 2nd t h e  R D G  a r e  s e r i o u s l y  
e x a m i n i n g  t h e  n e e d  f o r  and  means of  r c a c h i n g  t h e  r u r a l  poo r  w i t h  
a f f o r d a b l e  f o o d g r a i n s .  We -- tc-colamend t h a t  ---- t h c  H i s s i o n  e n c o u r a j e  t h e  
RDG t o  r c o r i c n t  t h e  IIR p r o p r a n  n o  l a t e r  t h a n  t h e  b e g i n n i n g  o f  FY 83. -. - ----- ---- 

BESTAVAILABLE COPY 



H i  I t : 7 1 1 1 s  Kir.1. j on r.tltrrc.r. ttrr. c.vului~t r,rr.' vlc-v Oln! . -- -- - - .- 
t  I l l  I i  r. h n  in~ l~o l  l r r r l  nc.1 i  v l  t y tr r ) t lc . r  l ) I # .  ncSw T i t  i r 1 1  I hgrr.c.n~r-r~l . 
'I I , (  I x j v t .  I in+c.rlt h\ i  C ~ I  orld ~ ~ X ; I I I I ~ ~ I I \  i  art c\r r r t .sl  ly 1st. i  1 1 1  CIII  I tc.11 t ,r~l Oy 
1 )%: hrrd Itc.ni-orl wfl 1 I ~ t . ! t l r ~  ~,rc~vjdincy ur.r  f u l  inft,rn,rlt !firl r,vc.r I I I I -  
rrc3x! fcsu n ~ , ~ n I  111.. W l l c . r l  ( t 1 c -  ] ) . I*) ( ]  ? d v j r . ~ t y  tc.nnl n r  I J vt.:. 11~1 r.  i Ill!. 
r ; u n ~ n  c r ,  tho1 wl 11 j~rovldl.  thc  Bangla6er.tl CuVctnnlc.nt wl t 11 f u r l  l1c.t 

c x j ~ t t t i c r .  for invr.r.tigcrting por .c ib i l i l icc  forntat.ing t t l t  t a l ion  
~ y r t c n ~  an cf fec t ivr .  mcmar'. of in~lrtoving the real incon~c, conr;umllion, 
and rrutr i t ion of ttw tu ta l  poot. I t  may k. r,otr;itrlc t o  n4;rkr comc 
tcfarms in  UR by thir .  Octobct, but 8 coaplctc. t co r icn la t ion  by that  
time i e  p t o l b l l y  too  amt~i t iout  a  goal.  The te-cxanination and 
rcfotm e f f o r t s  a r c  I ikc ly  t o  - and chould - continue thtougt~out thc  
agtccmcnt pcrlod. 

4 .  Rural Frcc Food D i ~ t t i b u t l o n  Programr. 

We reconmend t h a t  I F Y R I  and thc  FPIIU proviki onal l y  include 
~ u l n c r s b l e  Group Fetbding and Food for  k'ork i n  the  examinblion of 
appropriate nlcasures fot  improvirrg the  concumption of the rural  
E, 60 t h a t  any outstitndiny a n a l y t i c a l  work remaining & f t e t  the  
WFP-~ponsored ~ e m i n a r  i n  J n n u a  ry can be done. 
Kission Comment : Thc Hission concurs. 

5. Incorporat ion of Ksize i n  the  PFDS 

The evaluat ion team found t h a t  progress on exploring the 
expansion of maize consumption was good. We recommend tha t  USAID 
appoint an employee t o  work a s  a projec t  manager for  the proposed 
ns t ional  maize production and consumption program. 
Kission Comment: The Xission agrees. Tt~e Deputy Director, Off ice  
of Food and Agricultute,  has been appointed projec t  manager for t h i s  
a c t i v i t y .  

6. C o n p t i o n  and H u t t i t i o n a l  Konitorinq 

The t eam f i n d s  t h a t  UShID a n d  t h e  BDG a r e  meking adequate 
progress in  addressing t h i s  issue.  I t  w i l l  be explored oy the IFPRI 
team t o  be seconded Lo the  food Planning and Konitoring Unit. 

The Eiss ion has asked IFYRI t o  teview :he BDG flood response. 
The evaluation team teconncnds tha t  the Kission s t r e s s  the 
inlportance of t h i s  a c t i v i t y  t o  the  FPMU, s o  - t h a t  IFPRI  w i l l  . - not ge t  -- 
c a u g h t  i n  j u r i s d i c t i o n a l  d isputes .  

Hission Cornncnt: -  he Nission has c l a t i f i e d  with F P E ~ U  tha t  food-grain 
inpor t  plsnniag f o r  d i s a s t e r  r e l i e f  purposes i s  d c f j n i i c l y  a  
t< in i s t ry  of food recpons ib i l i ty  and tha t  d i s a s t e r  analys is  is  a  
p o l c n t i a l l y  useful  function f o r  FPMU. fJc agreed t h a t  IFPRI codld be 
hcl?ful  in ca r ty ing  out I h i s  plsnning snd analys is ,  althouah i t  
would not be a high p r i o r i t y .  
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c)Lljd.ct j Vc.!: . 'I'\II. r.v:~l I I I J I  on t f.ilnl t c-r.rbnalc~t~cl!. 1 111. M i  I.:;{ or, -- - ------- ------- 
t.r~coutaq~. 1 )I(* l \ l ) G  L O  t i !  ... j 911 two t ~ c l ~ l j  1 j ()nil] ~~toft~!:~, j orbiIlr. -- ---. 
to thc FIIH!l_, and qG~6t- t t  in 01 ~ I C I  approl,rlatc weyt, - 6r. 

toon a~ po!;cihlc. 

niccion Cotnmcnt: Thtb Hisr;ion ngrccc, and this tecotamcndntion 
Wac crnphasizcd at the rcccnt mcc-ting nf t 1 1 ~  ncwly constituted 
Title I l l  Cootdinntio~ Comtrl ttec. 

b) We recommend that, after the IFPHI team has been in country for 
a petiod of time, the Missjon concidct expanding IFPRIts Scope 
of Wotk to allow for additio~~al con~ultar~cy assistance on thc 
following issues : 

I. helping the ADG use acceptable com~netcial import 
ptocedc tes ; 

li. advising on grajn storage and ptesctvation; and 

iii. advising on expanding effective demand and improving 
marketing and distribution of foodgtains. 

Kission Conment : The Mission concuts. 

9 .  Local Curtency Generations and G ~ E  

The BDG needs to increase Statutoty Rationing (SR) and Other 
Ptiorities (OP) grain prices in otder to comply with Title I11 
requirements to graduelly eliminate consumer subsidies. Counting SR 
and OP shles for loan offset purposes will decrease the gap between 
the CCC value of Title 111 coxmodities 6nd ptoceeds deposited into 
the Special Account. We reconmend that the DCC a1lol.q counting SR 
and OP for loan offset, if the Hisaion and the BDG a.; able to agtee - 
on pricing issues. 

Kission - Comnent: The Kission agrees that proceeds genetated in the 
SR and OP channels should be eligible for Title 1 1 1  Cuttency Use 
Offset, when prices in those channels meet the requitertents of out 
agteements. However, as indicated in teconrnendation Nos. 1A and 2A 
above, we ptopose to tencgotiate out attangements with the BDG such 
that proceeds genetated in those and othet specified channels would 
be required to be deposited in the Special Account and used fot 
approved projects, whether or not ptices chatged in those channels 
confotm to prices described in our agtecncnts. If prices in those 
channels ate not then adjusted in accordance vit~h the agreclncnts, 
telatcd currency gcnetations would be ttcated as Title I ptocecds. 
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l'wcnty r:rvcn ~~to]c.ctr. w c . r c  f unrl(srl in FY 87, nr~rl a nl~lrljl a:; 43 
projcctc may bc funded In PY 88. Ac l ~ n g  ac local culrcncy ic 
programmcd agnjllct ptoj~itr; in conttact to attribution to r:c.lc.cled 
ministry or instit~tion budgcts, thc Micclon will likely continue to 
conftont a large number of projvcls to bc concernr.d wit11 in Lcrmr, of 
manegcmcnt and responcibili ties. 

11. Local Currency Project Honi torinq 

The Mission is unable to closely monitot the Tjtlc I11 
projects. The conttibution of thcse projects to Title 111 
objectives has nevet bccn adequately assessed. In otde; to assess 
the need for cioscr Mission monitoring, we recommcnd~ 
rc-examination of this issue, focussing specifically on local 
currency projects funded by Title 111, their contribution to program 
objectives, their management a.~d monitoring. 

Hission Comment: The Mission initially felt that the re-examination 
recommended above could be carried out as part of a larger effort to 
develop a model food aid management plan in Bangladesh, with the 
help of a U.S. consultant, Dan Shaughnessy, and a Price 
Waterhouse/India (PW/Il team. This idea was dropped when, because 
of political unrest in Bangladesh, the PW/I team's visit had to be 
postponed and Shaughnessy's trip to Dhaka cancelled altogether. 
I!evertheless, the Kission has carefully rc-examined th2 issue of 
closer Mission monitoring of local currency projects funded dndet 
the program. As reported DHhKA 1158, para 8, we believe strongly in 
this program's continued emphasis on food policy objectives. We 
doubt that our effectiveness jn that area could be sustiined if we 
vere forced to divert valuable Kission resources to detailed 
programming or rrlonitoting of local currency projects. In addition 
to the staffing problem, we believe efforts to gain BDG concessions 
on progr6maing for local currency projects would weaken our ability 
to obtain concessions necessary to achieve the larger iind frankly 
more important food policy objectives which have justified this 
program since its inception. Kc recognize Mission responcibilitjes 
to nonitor projectized local currencies, per PD 5 a: anendcd. ;.Se 
believe the success of the Title 111 Program will be ra~asuzed on-the 
Cuccers--of policy reforms more than on the results of the 43 
yrojects themselves, notwithstanding their own intrinsic - - 
iipoltance. ~ i 6 n t h e  fixed limit on OE budget and personnel 
c5lTi-n<sfthe Kission will continue to be challenged in monitoring 
these projects by co:npeting dcr~ands upon limited mana~,cnent 
[esources. 

BEST AVAILABLE COPY 



13. Flood Rcllcf Act jvjt f r . ! ;  

Tt~c Miscion cffc.ctjvvly pro~~arnmccl thv additjor~i~l lc.::oulcec 
providcd by thc DCC for flood rclicf, wlrjlc cirut1on.ir1g the BI'G and 
othct donors not to eve! rt.oct to Lhc emc.lgcbncy by Inlpotting too much 
food. By reducing the FY 88 allocation by thc quontity of flood 
relief comn~odities car tied over !torn FY 87, the DCC did not 
adequately suppott thc Bongladech Title I 1 1  program,. Out 
recommendation fot thc DCC to cet acidc an additjoni.1 $60 million in 
FY 88 is contained undet tecommcndation number Ib. 

14. Cotton 

Adequate progress has been accon~plished in achieving thc 
following ptovisions of the Agreement : 

1. temoving restrictions on the capacity of the private 
mills; 

2. ensucing that private mills receive a proportionate 
shate of cotton impotted by the BDG; 

3.  tenoving hdninisttative and fiscal consttaints on 
dcvelopncnt of the cotton industty. 

Title 111 cotton is uncompetitive with cotton from other 
sources. As a result, the Bangladesh Textitle Kills Cotpotation, a 
patastatal, is the only Bangladesh entity that will handle it. 

15. Vegoil 

Adequate progress is being made in encouraging the private 
sectot vegetable oil industry. Title 111 soybean oil is only 
hsndled by the Aangls~.!sh Sagat and Food Industries Corporation 
(ESFIC), a parastatal, because it has been uncompetitive with 
competing imports. SSFIC is being increasingly privatized as a 
holding company with 49 percent private shates and 51 petcent 
~ o v e  r nment shares. 
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l I l ) G  
IjSF I C 
BTMC 
CCC 
I)cr 

EP 
F PA 
E R D  
F A0 
FFWP 
B M 
F?MU 
FPS 
F S 
GHH 
GR 
IF 
LE 
KD 

HO F 
HO 
Y,R 
MT 
OMS 
OP 
P F D S  
S R 
VGFP 
WFP 

Ili1f19I tidf*f;I~ I g ~ l f ' i ~ U  of !,I 11t i !:I Cl, 

C;ovc I nn~cnt of I ~ n n g l  i~df.!.)~ 
Rangladcnti Sugi~l nrld Food 3ndur:t~icr~ Cull,c~~crtic)n 
Bangladcch Tcxtilc f l i l l ~  Corporation 
Commodity Credit Corporation 
Dt.vc1opmcnt Coordination cotr~rnittr.~ of t h ~  U.S. 
Govc r nmcn t 
~sscntial Ptior i ticc 
Food Policy Analysis 
External Resourcec Division, Mini~try of Finance 
Food & Agricultural Otganizotion 
Food-for-Work Program 
Flout M i 1 1 ~  
Food Planning b Monl toting Unit 
Fair Price Shop 
Free Sales 
Graham-Rudman-Hollings Act 
Gratuitous Relief 
Institutional Feeding 
Large Employers 
Maund (a local unit of weight, equalling about 37.32 
kgs. 1 
Minist ty of Food 
Matketing Opetations . 
Modified Rationing 
Metric Ton 
Open Market Sales 
Other Priorities (Rationing) 
Public Food Distribution System 
Statutory Rationing 
Vulnerable Gtoup Feeding Proyran 
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j r ~ t c -  ~ c . ~ t f * t Y  4 11 b ~ c  l t i  r1(8 Io(v11 jct.~, c ~ . r u ~ t ~ ~ h l  1y j 11 ut ltnt~ rt.111 a.r~., 
W b d ~ 1  ct~c.ck. 'l.t,t- jrbI11.t tsnl ccml 1 i ct In 1,utr:rti ty; t.nnlt. ttf t 
for c.gai rty food 1 8 r v l  i c y  ot,jt-cl 1vc.r. t~n!., t tit. 1t.f ot (., ~c.r.ul \t.(l 11) 
O C C ~ I : ~ O ~ I ~ )  non-cornl~l 1 nlrcc. v i  t 11 c1.1 L h j  h ~,rc,vj:. j brlr: t ~ j  -1 tI(- ] O(j7 7 f t 1,. 
I 1 I hgr cc,n18.r~l . 

Ttlc BDG han tc.c.n lc.)atjvcly f~uccr.ccfu) In accutlng incc.ntlvc. 
1)riccc to farmers through donlcstlc ptocutcmc-nt. ?n hptll 1967, thc 
B I G  announced new 1)rocurensnt pr lccc f or r Ice. and wt~cat Thr. pr lcc. 
of ricc incrcacvd r.uhr,tantially fronr Tk.265/nlhund rmd) to Tk. 
308/md, a 16.2t inctcbcc. Tt~c pricc of wtlcat went up f rom ~ k .  
180/md to Tk. 200/nld, on jnctcace of 1 1  .It. The incrcaccd pricec 
vtre effective imnlcdiately for the 1987 wt~cnt 6nd boro rice crops. 

Undct the Aptil 1987 hg:ccmcnt, thc BDC Was to tsice tation 
pticcs and injtjal Open Harket Sales (OHS) price6 by the same 
petccntage as that for the ptocutenent prices. (Also Retion prices 
vcre to be increaced by 2 mote percentage points for ricc and 3 for 
vhcat by Scptcmber 30, 1987. ) 

Pet the hgtecmcrrt, the BDC would set thc Open Harket Salec 
prices for rice and whcat at appropriate lcvels, that is, at 15 
pcrcent above the procurement prices in non-SR areas and 20 petcent 
above the procutemcnt prices in SR areae. Whilc the BDC did raise 
Initial OMS and ration ptices in August, the percentage increases 
were smaller than those for the procurement pricest as a result the 
BDC was in non-compliance with the tetms of the Title 111 
hgrcement. Tablc-1 was developed by the nission with the assistance 
of a consultant, Ray Hooker, in summer 1987. As ~abie-1 shows, 
while procuremcnt ptices fot rice and wheat went up bjr 16.2 Fercent 
end 11.1 perccnt respectively, the cotresponding jnitial OHS prices 
wete lncreascd by 1.6 perccnt and 2.9 petcent, and cotrcsponding 
tation prices vere raised by 2.1 petccnt and 3.1 percent 
te:pcctively (column f ). While ration prices vere raised cnou?h to 
nlaintain the tatio with the actual initial OElS price, the OKS tice 
prices should have been r a i s e d  by another 14 pcrcent, and wheat by 8 
pctcent, to maintain the pre-April ratios with the ptocrtemcnt 
prices. 

In discussions vith the Gission, the BDC officials have 
nsinteincd that : 

- Thc Govcrnmcnt hbd to ennounce a latge increase in 
procurcncnt prices in hptil as an extraordinary mcasure tc ytocare 
tome badly nccdcd quantities of rice and wheat against unusually 
high doncstic grain pticcs and low stocks. 

- hn in~mcdiatc snnounccment of equally latge inc~cases in 
OES and ration pticcs would dcstabilizc prices. 
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- ' l ' t ~ .  l * i l t ~ I  i (. I O I I I I  !I  j f :  t r 1 1,11t 1 or1 !;y!; t PIII ( lll'l~!i ) 1 r.1- 
1:11io: n~oy no Iongr~f I)* a ) - ] ~ ~ c ~ ~ r j n t c .  (In vic-w of b nc.ccbt:l:iary I I I I I ~  
lln~~lnnr~t.rl 1 argc I nc-I (.a! c In 1.1 oclJrc-n~r.nl 1 1 1  irfsr; nnrl o 1)or:r. 1 ltlc- nchcud 
t I t f I 1 I t I I !  r I r ! ). 1 1 1  c111y r:t~!;c~, 
f U I  111t-1 pl ICc I rhCrt-it::t*. I : I I o u ~ ( I  no1 t.i~k.c. t.1 fvi-1 Urlt I 1 ~.)II. : ~ f ~ ~ i l r ~  I ic(. 
tlo r vcct i n Novc.mt)r. I . 

- Bccaucc of low import prjccc, thc total food-grain 
r;ut)r.idy in thc DFDS woulcl not inctcanc if, ac ~)topoccd by Lhc BDG, 
thc ration end initial OMS pricec wete dccteaccd relstivc to thc 
ptocurcmcnt pricc~. 

Thc Mission's position was that t h c ~ e  lbtge increaccs in 
ptocutemcnt prices wete *cxccptionalm and interim mcasutes aimed at 
rep1 enishing stocks. Tt~crcforc, thcte was . good argument for these 
ptocutemcnt ptices not to serve as the basis for the test of the 
PFDS price sttuctute. Particularly given the anusual flood 
disaster, the Mission was prcpatcd to recommend to Washington that 
PFDS sales ptices would temain where they wete until mid-Novembet. 
The BDG, howevet, would be tequitcd Lo increase OMS and tetion 
ptices effective November 15 on the basis of pricing options put 
fotth by the Mission in its memo of Octobet 22, 1987. 

The evaluation team agrees with the Mission position in view of 
the circumstances leading to the extraordinary ptocurement price 
increases in Aptil 1987. It is also important for the BDG to keep 
food prices under check for another reason, The averase annual tate 
of inflation tose to 10 percent in Bangladesh in 1985-86. Most 
major nonfood prices decelerated, but ptices of food items tose 
rapidly, reflecting, in part, a dtavdown of stocks and delays in the 
attival of foodgtains. The tatgets for the current fiscal year 
under the Second Annual Sttuctural Adjustment Facility (SAF) 
attangement had to be modified to take into account developaents in 
1986-87 and the impact of the recent floods. During July-September 
1987, the severe monsoon resulted in the worst floods expetienced in 
the past 70 years. Crops on some three million acres were est-mated 
Lo be lost. Rice, jute, scgarcane and vegetables were patticularly 
affected. 

Even with a s,ecial agricultutal rehabilitation ptogram, total 
foodgrain production in 1907-88 is expectcd to decline, and fall 
short by about 1.4 million tons of the Government's original 
production target of 17.5 million tons. Inflation is expectcd to 
accelerate, partially as a result of shortfall in domestic focd 
production and transportation bottlenecks. The external current 
account deficit is expected Lo widen to 7.7 percent of GDP, mainly 
tcflecting higher i r ~ p o r ~ s  of food and intermediate goods for 
post-f lood reconsLrucLion, as wcll as lowet exports of fish and 
vegetables. It is anticipated that a flood-induced inctease in 
foreign aid would partly offset the deterioration in the cxLernal 
account position. The revised SkF-program requires the BDG to 
reduce the rate of inflation to 8 percent. Given the SAF-imposed 
constraint on the inflation rate, the BDG would have to be serious 
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t ibout  food  g r a i n  price.!;. hr; t~ tc . r ;ul t ,  t t l ~  Itl)C.'r: unwjl1inqr1or.r:  t o  

brld t  Ilc* c-vrrl Uht i  o n  tc.illfl f ul l y  r;ultljor t  r; t I I ~ .  Mj f : t ; j  C ~ I I   lo!; l  t i o n  t  t ~ a t  
ncccslttr: 1 hc  PI.'l).$ c n  1  P I .  p r  c8.r. hr: t  11r.y f~ l f . v i1  j 1  csd unt 1  t t~ nmt~n ---- --- 
) ~ a  1 ~car: 1. -- 

The c v a l u a t i o n  team, howcvcr, r;t r o n g l y  supper Le Lhc n i ~ c i o n ' s  
p o c i t i o n  t h a t  t h e  A p r i l  p r i c c  i nc reacc f ;  would bc  a c c c p t c d  o n l y  i f  
t h e  BDG wac w i l l i n g  t o  t e c o l v c  t h c  p r i c i n g  i 6 c u c  baced  on  t h c  t h t e c  
p r i c i n g  o p t i o n s  p u t  fo rward  by t h c  M i c s i o n  and  mnke them e f f c c t i v c  
~ h i r t l y  a f t e r  t h c  b e g i n n i n g  of t h c  aman ricc h a r v c n t .  A t  t h c  timc 
of  w r i t i n g ,  t h e  M i s s i o n ' c  u n d e r s t a n d i n g  was t h a t  t h c  BDG was i n  t h c  
p r o c e s s  of a c c e p t i n g  a n  o p t i o n  t h a t  would be  b i l a t e r a l l y  a g r e c a b l e .  

The BDG was a l s o  r e q u i r e d ,  under  t h e  Agrccmcnt ,  t o  r e d u c e  
s u b s i d i e s  f rom S t a t u t o r y  R a t i o n i n g  (SR) and O t h e r  P r i o t i t i e s  (OP) 
c h a n n e l s  by r a i s i n g  p r i c c c  of r i c c  and wheat  s o l d  t h r o u g h  t h e s e  
c h a n n e l s  t o  t h e  l e v e l  of i n i t i a l  OMS p r i c e s  f o r  t h e  commodi t ies .  

By September  30, 1987, t h e  r i c e  p r i c e .  unde r  t h e  r a t i o n i n g  
s y s t e m  was t e q u i r e d  t o  be r a i s e d  f rom 9 5  p e r c e n t  t o  97  p e r c e n t  end  
t h e  wheat  r a t i o n  p r i c e  from 9 3  t o  96 p e r c e n t  o f  t h e  r e s p e c t i v e  
i n i t i a l  OMS p r i c e s .  These  i n c r e a s e s  have  n o t  been  e f f e c t e d .  

The BDG was a l s o  t o  a b o l i s h  t h e  F r e e  S a l e s  a n d  M a r k e t i n g  
O p e r a t i o n s  c h a n n e l s ,  which b a s  been  s i n c e  c o m p l e t e d .  

The  M i s s i o n  d i s c u s s e d  a  l ist  of  f o o d g r a i n  and  r e l a t e d  i s s u e s  w i t h  
t h e  BDG o f f i c i a l s  i n  October/ l4ovember,  1987. I n  a  memo o f  O c t o b e r  
22,  1987,  a d d r e s s e d  t o  t h e  S e c r e t a r y  of  t h e  M i n i s t r y  o f  Food, t h e  
K i s s i o n  c t t e s s e d  t h e  need t o  a g r e e  on a p l a n  f o r  r a i s i n g  PFDS s a l e s  
p r i c e s  a n d  l a i d  o u t  t h r e e  s e p h r a t e  p r i c i n g  o p t i o n s  ( s e e  T a b l e - 2 ) .  
Undet  O p t i o n  I ,  t h e  BDG would i n c r e a s e  t h e  PFDS s a l e s  p r i c e s  by t h e  
f u l l  amounts  c o n t e m p l a t e d  i n  t h e  A p r i l  17 ,  1987 ,  Agreement .  Undet 
O p t i o l -  11, t h e  BDG would m a k e  PFDS sa les  p r i c e  i n c r e a s e s  b a s e d  on  
' n o r m a l i z e d '  p rocu remen t  p r i c e s ,  e s t i m a t e d  f rom t h e  p r i c e  t r e n d s  of  
t h e  l a s t  6-7 y e a r s .  Under O p t i o n  111, t h e  m a r g i n  be tween  
p r o c u r e m e n t  and  O K s  p r i c e s  weald b e  p e r m a n e n t l y  nar rowed a s  
s u g g e s t e d  by t h e  BDG. The K i s s i o n  would p r e f e r  O p t i o n  I ,  would 
a c c e p t  o p t i o n  11, and  w i l l  r e j e c t  O p t i o n  111 .  The  H i s s i o n  was 
c o n c e r n e d  t h a t  t h e r e  was n o t  s u f f i c ~ e n t  e v i d e n c e  t o  s u p p o r t  t h e  
O p t i o n  I11 i m p l i c a t i o n  t h a t  a  perlnanent  r e d u c t i o n  i n  t h e  r a t i o s  o f  
p u t c h a s c - t o - s a l e s  p r i c e s  vou ld  have  no  a d v e r s e  e f f e c t  on t h e  p r i v a t e  
g r a i n  t r a d e .  ? h e  K i s s i o n  t h o u g h t  t h a t  t h e  c u t r e n t  OMS mechanism 
seemed t o  have  been  e f f e c t i v e ,  a s  t h e  s e a s o n a l  a n d  o t h e r  v a r i a b i l i t y  
i n  f q o d g r a i n  p r i c e s  had na t rowed s i g n i f i c a n t l y  s i n c e  1979,  and  t h e  
20% band be tween f a r m g a t e  and t e t a i l  f o o d g t a i n  p t i c e s  u s u a l l y  h e l d  
i n  a l l  b u t  h i g h l y  e x c e p t i o n a l  c i r c u m s t a n c e s .  A -- j o i n t ,  - i n - d e p t h  
s t u d y  o f  t h e  OXS p r i c e - s e t t i n g  form t.he F l i s s ion  - 
t o  be  u n d e r t a k e n .  I n  view of b o t h  a n a l y t i c a l  a n d  management -- 
c o ~ n p l ~ x i  t ies  o f  t h e ~ i ~ i n ~ o l i c i e s ~ t h e  c v a l u a t  i o n  
t eam s t  r o n g l y  c n d o r s e s  co:nmissionj  ng-of s u c h  a n  i n-dep th  s t u d y .  .-- - 
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On(. ninjor ot~jc.ct 1 vc. of n l~or:r;i bly modl f 1c.d PFl)S pr lcr- ct rucl urcs 
..)louId to 'kvc-1, l t  t : i n ~ ~ ~ l f -  onrl dont~lc.'. For c*xr~nll~Ic., could Itle. 
r111n1t~c.r of conic. 10-1 I of 1 tel.c* ct~i~r,rwl G bc. t(vlucc*d t r) f vw1.r r:l~lt*gr~l lcc 
And ct i 1 I rvoctr t t~(. I)oorclr r;t.cl ion[: of tt~c. l)ol~ulat ion norc 
c.ffc.rtlvcly? Gl~olrld 1 t 1 c t  tc~ndc.ncy for thc. nlnrkct l:r:cr.r: to t:loy 
t,c.low Op(.n Market Sn1c.r: triggc-r prlce.1: b(. rc.vicwc.d (niorc c~jticl~lly) 
t,ccoucc 1 t rcduccc OM!; of l takcc and local cur rlbncy gc*ncratlonc (ccc 
thc Loccl Cut rcncy Gcnctation ctudy by Gholam Hoccai 1, P.11). 16 a 
targetted Food Stamp Progtam fcncible ot docs it make thingc even 
n~ore complex? 

Tne Miscion also advised the BDG that if pticec were not raised 
per an agreement effective about November 15, 1987, all OMS ~ a l e c  
after the Aptil procurement price increa~es would be ineligible. It 
also notified the BDG that ration sales in OP and SR would be 
eligible effective from IJovember 15, 1987, only if pricee were 
increased (as discussed above) and the Taka deposits were made at 
the rate of OMS sales prices. The Mission stressed that the OMS 
should operate like a private sector program rather than a rationing 
channel and that quotas, non-sales days, upper limits on prof it 
margins and other restrictions on OMS sales should not be imposed. 

As of this writing in early December, it appears that the 
impact of Lhe 1987 floods in Bangladesh on food production and 
consumptian was less severe than anticipated. In Dhaka, wholesale 
market prices for different varieties of coarse rice varied between 
Tk.325-340/md. Assuming transportation cost per md. to be about 
Tk.30, it also cost the Government about Tk.338 to procure a md. of 
coarse rice. It was learned from the wholesalers that they usually 
worked for a fixed commission of 10 paisa/kg. An average wholesaler 
was earning between Tk.2000-3000/day. According to one statement by 
the Minister of Food on 12/6/87 (The Bangladesh Timss), r ice was 
selling in many districts for Tk.8/kg or for Tk.299/md. In the same 
statement, the Government foodgrains stock was estimated at 1.1 
million tons. This stock level, reportedly, was the highest since 
t h e  N a t i o n ' s  i n d e p e n d e n c e .  The manner i n  '-thich t h e  supply  of 
cereals has been managed in the wake of the devastating summet 
floods is admirable. According to The Bangladesh Times editorial, 
12/9/87, 'There is no report of scatcity of rice now from any part 
of the country .... The Government has taken up a comprehensive 
scheme for distributing 3.2 million tons of foodgrains under a 
r,assive post-flood rehabilitation programme....It was observed that 
prices of most of the essential commodities that had shown an upward 
swing in recent weeks due mainly to transportation difficult.ies were 
on the reverse.. Retail prices for different varieties of coarse 
rice in the Dhaka market in early December varied around ~k.385-395, 
vhcrcas the ration price for rice in the same market was Tk.355/md, 
which was really the OKS price. The retail market price of wheat in 
the Dhaka area was about 'rk.2OO/md during the first week of 
December. The ration price per md of wheat was about ~k.199. 
~ncluding the resale price of the bags that the retailer gets to 
keep, the ration retailer of rice was receiving a margin of 6.5%-7%, 
vllereas the wheat ration retailer's margin (including the resale 
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prjcc .  of t h e  j u t e  bag) ua!: ohout St. .  A USAlf)/Dhaka papcr (1907) ,  

/ ' 'I'll(, Tj  t  l c  f f f Progran nnrl Fof)drjrnjn Pr jcc.: i n  Rnnqlbt3cr.l~, h ~ r ;  come - 
i n j t i a l  ano1yt:cc on d~ .n l ( . r  n ~ ~ ~ r q i n r . ,  d ic t r j1 tu l ;on  coct i : , .  jn~por t  
prict-r . ,  and c u b c j d i c r .  f l j r :  rclcon~mc-ndc-(1 t h n t  t h e  HIr:r.jon jnc ludc  a  
t t ~ o r o u g ! ~  analytic of c r i t j c r l l  jnformnt jon,  e.g. morkrt jng n~arglnr . ,  - 
t rnncac t  i o n  c o c t c  ( I  rrcludj r ~ g  n o r i - n ) o n c . t z  -- co!: t c  1, arid acccp lab l  cl 
rcltcr, of  rcturnc:  i-n t h c  cc~rc:olr. wtrolcnolc . nd r c t a f l  inductry ,  i n  
t h c  ficopc of work for  t h c  propoccd in-dt-pth s t u d y  of t h c  OMS 
p r i z e - c e t t i n g  formula,  I t  s h o u l d  bc kep l  i n  mind t h a t  i n  n a n g l a d e ~ h  
t h c  p r i v i i t e  s e c t o r  handlen about  86% of foodgra ins  which c o n s t i t u t e  
abou t  90 p e r c e n t  of a l l  food. P r i v a t e  wholesale  and r e t a i l  
m a r k e t i n g  a c t u a l l y  have more t h a n  86 pcrccn t  market s h a r e ,  a s  
p r i v a t e  o u t l e t s  a r e  used f o r  r i c e  and f l o u r  from Government s t o c k s .  

The T i t l e  I 1 1  program hac a s s i s t e d  t h e  BDG i n  making t h e  
commodity m i x  more f l e x i b l e ,  i n c l u d i n g  a  s h i f t  from r i c e  t o  wheat. 
Wheat a s  a  p e r c e n t  of t o t a l  g r a i n  d i s t r i b u t i o n  is now about  1 0  
p e r c e n t  more t h a n  i t  was i n  t h e  e a r l y  1980 's  ( s e e ,  L'SAID/Dhaka, 
I n c e n t i v e / D i s i n c e n t i v e  Ana lys i s  of t h e  PL 480 T i t l e  I11  Program i n  
BangladeshL Tab le  9.232, and P. 4 1  ). T h i s  is admirable  because  
wheat is more s e l f - t a r g e t t i n g  t o  t h e  poor and is l e s s  c o s t l y  per  
c a l o r i e  t h a n  r i c e .  

The T i t l e  I11 Agreement, 1987, emphasizes t h a t  t h e  farmgate  
p r i c e  must p r o v i d e  i n c e n t i v e s  and p r o f i t  t o  a l l  farmers,  e s p e c i a l l y ,  
f a rmers  who a r e  us ing H Y V .  I t  is t r u e  t h a t  n e t  p r o f i t  pe r  a c r e  is 
h i g h e r  f o r  H W  r i c e  farmers  f o r  a u s ,  aman and boro v a r i e t i e s  than  
f o r  t h e  fa rmers  us ing  l o c a l  v a r i e t i e s .  However, i n  terms of  s u p p l y  
r e s p o n s e  t o  p r i c e  changes, H W  f a r m e r s  a r e  much more respons ive  t h a n  
t h e i r  c o u n t e r p a r t s  us ing l o c a l  v a r i e t i e s .  A Mission document on 
p r i c i n g  i n c e n t i v e s  and d i s i n c e n t i v e s  r e f e r r e d  t o  i n  t h e  p reced ing  
paragraph  ci tes an econometr ic  s t u d y  t h a t  c a l c u l a t e d  s u p p l y  response 
f u n c t i o n s .  I t  shows t h a t  t h e  a g r i c u l t u r a l  p o l i c i e s  which s u p p o r t  
o u t p u t  p r i c e s  w i l l  have l i m i t e d  impact  on s u b s i s t e n c e  farmers ,  bu t  
i n d i c a t i o n s  a r e  t h a t  is s i g n i f i c a n t  f o r  l a r g e r  farmers.  P r i c e  
p o l i c y  a n d  t e c h n o l o g i c a l  change ho ld  t h e  key t o  boos t ing  
a g r i c u l t u r a l  p roduc t ion  i n  Bangladesh.  The d a t a  chows t h a t  t h e  
s h o r t  r u n  p r i c e  : l a s t i c i t y  of s u p p l y  is abogt  0.06 f o r  foodgra ins ,  
w i t h  a  range of 0.01 for  l o c a l  a u s  r i c e  o u t p u t  t o  0.88 f o r  HYV boro 
o u t p u t .  The long  run respons? is s l i g h t l y  higher .  Given HYV's h i g h  
s u p p l y  response  t o  p r i c e  changes ,  t h e  Miss ion ' s  focus  on H Y V  f a rmers  
r e l a t i v e  t o  p r i c e  p o l i c y  reforms is wel l -placed.  
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5. Hodif ied Rationin1 --- Rof or111 

Recommendation~ conct:rrlinq Modif icd Hat ionin? wcrcJ pro[~o!:cd in 
5 September 1986 repor L lly I4l*acon Conr;ultrrnLs, "Tht. Exir.t i ng SycLcn~ 
of Public Foodgrain DisLr i buLion in nang1adtr;h and P~o~*o!;J~ for 
PC-Structuring.' USAID incorporated these and related 
recommendations into the Agreement, specifying that if they were 
implemented MR sales would be eligible for loan offset. The Mission 
Sad originally hoped that MR sales could be counted for loan offset 
(when disbursed from the special account) in FY 88, but realized 
that additional analysis would be necessary in order to implement 
the Agreement recommendations. It is unlikely that the BDG will he 
able to implement the recornmendat ions he£ ore June 1908. 

The Mission has commissioned a follow-on report by Beacon 
Consultants on restructuring the Modified Rationing system. This 
report will recommend measures to improv? MR, focussing on the 
allocation process, eligibility criteria, frequency of distribution, 
ration size and selection of distribution centers. It will 
recommend ways to update Distribution Priority Lists. It will also 
recommend alternative methods for reaching the rural poor through 
sales programs. 

Beacon is currently carrying out a survey in selected unions as 
a source for its recommendations, and the firm expects to con~plete 
its report by June 1988. The survey is being carried out in 
cooperation with the Food Planning and Monitoring Unit (FPMU). 

FPMU has also undertaken, on an experimental basis, an activity 
to update the Distribution Priority Lists in pilot areas for the MR 
system. It expects to undertake small pilot programs implementing 
KR reforms as well as a pilot food stamp program. These activities, 
combined with the results from the Beacon survey, should allow the 
~ D G  to take major steps in reaching the rural poor with monetized 
foodgrains. 

The Ministry of Food strongly supports reforming the MR system 
to ensure better targeting, 2nd it is anxiously awaiting the results 
of the studies and the pilot activities. Some BDG and USAID 
officials are not optimistic about the benefits of retaining MR. 
They prefer to rely on OMS to limit price increases and to rely on 
Vulnerable Group Feeding and Food for Work to reach those without 
aZequate purchasing power. 

The evaluation team believes USAID and the BDG are seriously 
examining the need for and means of reaching the rural poor with 
affordable foodgrains. We expect that their efforts will lead to 
najor changes in the program by the end of FY 88. We recommend that 
the Mission encourage the RDG to reorient the M!? program no later 
than the beginning of FY 89. 
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4 .  - P I  r a l  Ftcc Fond Dirt  rlt~utlort Prcqtan~:: 

Tt~c Isgrccmc.nt ctillt~d 1 or t t ~ c .  B I G  to  devjsc and test lot 
l ~ r  c~gran~~; f b t f rce f ootl dj f ;  t t j but 1 on to t hi.  poorer. t pcs t crbnt oqc of t hc 
['(~[~ulatjnn tn thc ruraj atcar . .  The. 1,utposc of thic rcqujren~cnt is 
to iml~rove the progrnnlming of Food for Wotk (FFW) and to expand thc 
Vulncrable Group Feeding (VGF) program in a coct-effective mannet. 
Thece programs receivc PL 480 Title 11 wheat f tom CAW and WFP. 
Thcy are the most admjnir,tratjq~ely coctly food ptograms of the PFDS 
cyfitem. WFP and thr Minictry of Relief and Rehabilitation (MRR) arc 
examining how to improve thcce programs, and a two-day seminar on 
tk.is topic is to take place in late January (although no special 
effort is being made by MRR to determine the trade offs between 
expanding VGP and FFi4 and expanding and improving MR or other 
programs). We recommend that the IFPRI team to be assigned to the 
FPMU provisionally include VGF and FFW in its scope of work when 
examining appropriate measures for improving the consumption of the - 
rural poor, so that any outstanding work after the January seminar 
can be done. 

5. Incorporation of Maize in PFDS 
The Agreement called for a campaign to.introduce maize into 

the food system as a grain that is self-targeting for the poor. 
During the first year, an action plan was to be developed, including 
laboratory development, taste tests and trial ,distribution. The 
FPHU was to take the lead and sub-contract the work to local 
research institutes. 

Winrock International was contracted to prepare the action 
plan, recommend mcans for introducing Title 111 maize, and examine 
the feasibility of increasing local maize production. It produced a 
report in September 1987 recomaending that 10,000 MT of Title 111 
naite be imported in FY 88 and FY 89, increasing to 50,000 MT by FY 
97. The sales proceeds would support research and development of 
rr~eans to increase local maize production and consumption. Title 111 
local currencies would fund promotional ~an~paigns, seed production, 
credit, and extension activities. The mbize would be utilized in 
the PFDS system thuugh OHS, KR, FFW, and VGF programs. Additional 
quantities would be used for poultry and livestock feed and for a 
variety of industrial uses. ;<inrock projects local production 
growing f rom 5,000 MT in 1988 to 60,000 NT by 1998. Both Beacon 
consultants and IFPRI have been asked to follow up on Winrock's 
r ecomnendat i on. 

The evaluation team found that progress on exploring the 
expansion of maize consumpti on was good. These activities will 
require someone to maintain the focus ?r,d momentum. We reco~nmcnd 
that USA1~/Dhaka work with the ~ i t l e  111 Coordination Committee to 
select a project -manager for the proposed national maize production 
and consumption program. 

BESTAVAILABLE COPY 



6 .  Cnnr:umpt ion and tluL r j t l o n . 1  I I.loni tori r ~ q  
_---d 

T h c  Agrccmcnt cal lr. f o r  t h t ,  BnG to develop and iml-~lcrnr-nC a 
2y!.tcm to monitor f o o d  con::uin1>tinn and t I 1 1 ,  nutritional r.i:uotion. 
FYMU has indicated that this requirement is a high priority. It ic 
looking forward to working with the IFPRI consultontc LO develop an 
affordable monitoring system. IFPRI will need to determine the 
appropriate geographic locations arid sample size as well as the 
information requited for FPMU to use in its computer modeling of 
Bangladesh's food situation. FPMU is particularly interested in 
establishing a system that will provide regular information rather 
than a survey done on a one-time basis. 

UNICEF has begun a parallel effort to establish a nutritional 
monitoring system. IFPRI and the FPMU are expected to link up with 
this activity. 

USAID has included consumption and nutritional monitoring in 
the scope of work for the IFPRI team. The evaluation team sces this 
step as adequate progress in addressing this issue. 

7. Emergency Preparedness 

The Agreement calls upon the BDG to review its response to 
flooding in 1984 and to recommend changes in its relief progrsms to 
more effectively deal with future emergencies. Following the 
signing of the agreement, a new series of floods occurred. The BDG 
built on its experience in 1984 in quickly moving to contain the 
adverse impact of the floods on food prices and shortages, on 
employment, and on other aspects of the society and the economy. 
The BDG immediately began identifying the flood affected population 
and targeting emergency relief and rehabilitation assistance, and 
lining up additional food-grain imports. There is evidence, 
however, that the Bangladesh Government overestimated tne losses in 
production resulting from the flood, and consequently imported more 
grain than was actually required. The donors may have unwittingly 
contributed to this situation, including the USG, which provided $15 
million in rice for flood relief before the USAID was able to 
determine whether the additional rice was truly warranted. OSAID 
realized that the effects of the floods on crop production would not 
be immediately apparent and that the BDG might well be able to cope 
without additional resources. 

The evaluation team could find no studies of either the 1984 
or 1987 floods that could provide guidance for response to future 
emergencies. The FPMU said that the issue was not under its 
purview, but instead was the responsibility of the Ministry of 
Relief and ~ehabilitation. The Mission has written into IFPRI's 
scope of work the responsibility to review the BDG flood response. 
The evaluation team recommends that the Mission stress the 
importance of this activity to the FPMU, so that IFPRI will not get 
caught in jurisdictional disputes. - 
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Thc FPHLI war. C ~ I  , ~ t  far1 in 1 4 U O I  lo1 lrjwl rlq o fc~co:r~r:~c~rlrli~t ion by 
t t ~ ( .  Wofld flank to ~::tirl~l i!:l~ a urrlt 1 0 1  the. sni11y::i~ of  fo(~1 aid 
i!:!.ucc, crop fofc.ci~r:lj~~f.~, nrrd fsn~inc fc~llcf. Dy 1 5 b 3 ,  I )IC FPMU 
attdinctd itc prcccnt Iolnl ac a i;c.crelariat pfovidjng advice and 
capport to the Minlctcrial lcvcl Food Planning and Monitoring 
Committee (FPHC). Ttrc FPHC ir: hcaded by the Minister of Food, who 
ic joined by the Hinictcrc of Finance and Agriculture. Thc FPHC has 
recponcibility for making dt.ci~;ions affecting thc Public ~ o o d  
Distribution System (PFIS). FPMU acsists it by providing regular 
analyses on production, procurement, food aid, imports, the food 
gap, prices, and recommendations for distribution through the PFDS. 
The FPMC also commiss~onc special analyses from time to time. FPMU 
has undertaken or subcontracted the following completcd studies: 

1) foodgrain ~ t o c k  losscc and inventory control: 

2) foodorain accounting and budgeting; 

3) the effects of foodgrain subsidies: 

4 )  an analysis of PFDS and propnsals for its restructuring. 

FPHU has also organized seminars for Bangladesh officials and 
donors. They have focussed on price modelling, early warning and 
crop forecasting, and food security. 

The Unit's ongoing and planned projects include studies on: 

1. input subsidies vis-a-vis output price supports; 

2. estimation of seed, feed and uastage of foodgrain crops: 

3. per capita consumption; 

4. seasona' variations in prices; 

5. foodgrain losses in transport and storage; 

6. production functions for foodgrains; 

7. reform of the modified rationing systen; and 

8. a food stamp pilot program. 

FPMU has a staff of eight professionals, all of whom have 
masters d:jrees or specialized trai-ning in agriculture and 
economics. The unit has Lwo unfilled slots for professionals, and 
as a result it is unable to accomplish all of its objectives. The 
evaluation team recommends the Hission cncouraae - the A1)G -- to ass& 
two additional professionals to the -- FPF:U as soon as possible. - 
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l ' t ~ c .  M i ~ s i o n  is i n  t h f .  pro(-r:!:!: of cirnftinrj a scopr-a of w c i r k  f o r  
IFPHI t o  .sc.cond two rer;carct,or!: Lo FI'MI.1 for t h r e e  ycars .  Thcsc: 
rcscarctlr.rs would bc cupportrd t)jr r;c,vr:r;rl .strort-term adv i so r s  wttcn 
thcy a r c  nccdcd. 

The r s c p o n c i h i l i t i e s  of t h c  IPPRI advisors  may inc lude  : 

1) provid ing  a n a l y s i s  and advice on p r i c i n g  and s tocks!  

2 )  teviewing and commenting on the  Mission a n a l y s i s  of r e l a t i v e  
procurement, OMS and r a t i on  p r i c e s  ; 

3)  developing opt ions  f o t  monitoring and a n a l y s i s  of farmgate  and 
consumer p r i c e  d a t a ;  

4 )  he lp ing  FPMU monitor food consumption and n u t r i t i o n ;  

5 )  a s s i s t i n g  with t he  in t roduc t ion  and popu la r i za t i on  of maize; 

6 )  developing recommendat ions t o  respond t o  emergencies ; 

7)  reviewing t h e  BDG flood responses; 

8)  examining the  f e a s i b i l i t y  of a  food stamps program. 

The Mission 's  c u r r e n t  d r a f t  of t h e  scope of work (SOW) does not 
ask f o r  long term a s s i s t a n c e  i n  t he  fol lowing i s s u e s  i d e n t i f i e d  i n  
t h e  Agreement a s  p r i o r i t y  a r e a s :  

1. he lp ing  t h e  BDG use acceptab le  commercial import procedures;  

2 .  a d v i s i n g  on g ra in  s t o r a g e  and p re se rva t ion ;  

3. advising on expanding effective demand and improving marketing 
and d i s t r i b u t i o n  of foodgrains .  

The SOW does, however, propose t h a t  these  a r e a s  be addressed 
through shor t - te rm consul tanc ies  and l o c a l  currency funding s t u d i e s  
on, f o r  example, expanding e f f e c t i v e  demand. Since t he se  i s s u e s  a r e  
not  being adequately addressed by t h e  BDG, we b e l i e v e  some t e c h n i c a l  
a s s i s t a n c e  would be required t o  pursue t he se  f u n ~ t i o n s .  The 
e v a l u a t i o n  team be l ieves  t h a t  IFRI could accomplish t h i s  t a s k .  Ve - 
encourage the  Mission t o  watch these  i s sues  c l o s e l y  and, i f  
necessary,  l a t e r  expand IFPRI's scope of work t o  a l l o w  f o r  
a d d i t i o n a l  a s s i s t a n c e  t o  dea l  with them. Such a s s i s t a n c e  might 
s i g n i f i c a n t l y  i nc rease  t h e  FPMU's a b i l i t y  t o  c o n t r i b u t e  t o  food 
s e c u r i t y  i n  Bangladesh. 

9. Local Currency Generations and Gap 

On September 30, 1987, t h e  gap between the  CCC value of t h e  
T i t l e  I11  commodities provided under t h e  1987 Agreement and 
Amendments, and the  quan t i t y  depos i ted  i n  t he  S p e c i a l  Account, was 
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41 39.4 mi l l ion ,  not colrnting 467 mil l ion  Iroln thc- rc.cd nt ly crtrivcd 
Y Y  87 t ranchc (Tahlc-3). Tt~lf.  go;^, a l l  t l r ~ ~ r q t ,  on ini~~rovcn~r-nt on the  
gap of 4257. 5 mi 1 1  lorr I n  June* 196(,, cont lnu1~11 I,~.cclut;c. of t l , ~  
i  rrat~i l j  t y  of I hr BIJG t o t;cl I c,nougt~ cornmocll t 1 rst:  t t ~ r o u q t ~  r.1 i g i  hlc 
ctlnnnc-le. Whl l c  thc Hjcf:i on hod ~tr( .vj  o111:1y incrc.oi;r.d 1 tlr. numbcr of 
c l i g i t ~ l c  chonnc.1~ t o  j r1 r1uAc .  Flour ~ i l l v r ! :  lrrrd I,t~ryc: f~n~l, loycrc,  low 
c tocks  i n  FY 87 1inllCc.d tht. quant i ty  cold Ct~rougt~ ttlc.i:c: ct~or n c : ~  or 
through Opcn Hat ket Sal cc (OMS). Procccds f tom t h ~ s c  thrce channels 
pluo co t ton  and soyoil  colec wcre i n ~ u f f i c i c n t  t o  c losc  the  gap. 

USAID ptopoccd two mcanc of addrccsing t h c  problcn~. Xn the  
1987 agrecmcnt, thc USG and thc RDC agrccd t o  take concrete s t e p s  t o  
reform t h c  Hodified Rationing cyGtem ( M R )  and t o  count s a l e s  made 
through t h i s  channel for loan o f f s e t  once thcse  e tepc  were taken. 
A 6  i nd ica ted  i n  Section 3 of t h i s  report ,  i t  i s  unlikely t h a t  t h e t e  
w i l l  be s u f f i c i e n t  ptogtecs on MH teform t o  allow loan o f f s e t  from 
t h i s  channel t o  be counted i n  FY 88. 

The Hission has a l s o  proposed t h a t  Statukory Rationing (SRI and 
Other P r i o r i t y  (OP)  channels be counted fo r  loan o f f s e t ,  i f  t he  BDC; 
adheres t o  the  pricing pol icy  contained i n  the  FY 87 Agteement. 
T h i s  i s s u e  is discussed i n  g t ca te r  d e t a i l  i n  Sect ion  2 and Annexes C 
and D of t h i s  report.  I f  the Mission and the  BDC come t o  an 
agreement on pr ic ing  i ssues ,  the  Mission w i l l  need DCC approval t o  
begin counting SR and OP for  loan o f f s e t .  The evaluat ion team 
bel ieves  the  Hission is taking an appropr ia te  and s t rong s t ance  with 
respect  t o  BDC pricing po l i c i e s .  We recommend t h a t  the  DCC concur 
i n  count ing  SR and OP for  loan o f f se t ,  i f  t he  Hission and t h e  BDC 
a t e  a b l e  t o  agree on p r i c ing  issues.  

I£  SR and OP a re  counted for loan o f f s e t ,  t h e  gap in  e l i g i b l e  
depos i t s  t o  the  Special Account should diminish t o  acceptable l eve l s  
by t h e  beginning of FY 90. If  MR is a l s o  counted for loan o f f s e t  i n  
FY 89, the  gap w i l l  diminish even note quickly.  

The FY 86 evaluation recommcnded t h a t  a  s tudy be commissioned 
to review the Ministry of Food' progress in implementing the OHS 
system and making its operat ions mote e f f i c i e n t  and market 
responsive. The Mission expects  the IFPRI consul tants  t o  work with 
the  FPMU on analyzing and making recommendations t o  improve the  OMS 
system. Improvements i n  the  OMS system, t o  the  extent  they include 
smal ler  wholesale and r e t a i l  natkups, might al low larger  amount6 of 
OHS s a l e s  proceeds t o  be generated for  d e p o s i t  i 7 t o  the Special  
kccount annually and be counted for loan o f f s e t .  

10. Local Currency programming and h p ~ r o v e d  Pro jec t s  

Confusion by the  BDC over the  ac tua l  amount of local  currency 
i n  t h e  Special  P.ccount a f fec ted  progress on a t t r i b u t i o n s  t o  T i t l e  
111 p r o j e c t s  t h i s  f i s c a l  ycar. O f  2,321 m i l l i o n  taka a l loca ted  t o  
p r o j e c t s  i n  FY 87, only 913 mi l l ion  taka was disbursed by the  t h i r d  
quar t e r  (Table-1). When the  RDG rea l ized  t h e  quan t i ty  of funds i n  
the  Specia l  Account, it  a l loca ted  an a d d i t i o n a l  1,190 mi l l ion  Taka, 
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enough funding t o  al low most pro jec ts  t o  receive t l . e i r  f u l l  
a l l o c c t i o n s .  The formation of  the T i t l e  I 1 1  Coordination Committee 
should keep the RDG be t t e r  informed and snould prevent t h i s  
s i t u a t i o n  from recur r icg .  

For the  FY 67 p?riod,  t he re  were 5 7  p:ojccts funded by T i t l e  
I11 generat ions.  For many of these  pro jec ts ,  the  FY 87 funding 
followed on T i t l e  I11 funding f rom previous f i s c a l  years .  Seventeen 
new p r o j e c t s  were i n i t i a t e d  i n  FY 87, however. These p r o j e c t s  were 
chosen t o  conform t o  T i t l e  I11 emphasis on food, a g r i c u l t u r e ,  r u r a l  
development a s  wel l  a s  flood r ehab i l i t a t i on .  A t  the  same time, t h e  
Mission was mindful about reducing i t s  monitoring workload by 
p r e f e r e n t i a l l y  choosing e i t h e r  pro jec ts  t h a t  received major funding 
from another donor responsible  f o r  monitoring them or p r o j e c t s  t h a t  
were p a r t  of USAID'S Dk por t fo l io .  Tne l i s t  of FY 87 p r o j e c t s  and 
t h e i r  proposed funding for  FY 86 is shodn i n  Table-5. 

In  order  t o  keep up w i t h  t he  quan t i t i e s  of l o c a l  currency 
coming a v a i l a b l e  i n  FY 88, t he  Mission is considering funding up t o  
an a d d i t i o n a l  twelve p ro j ec t s .  These p ro j ec t s  a r e  l i s t e d  in  Table-5. 

11. Local Currency P ro jec t  Monitoring 

The increas ing  number of pro jec ts  r e f l e c t  t he  Mission's need 
t o  program mcre or l e s s  $60 mi l l i on  of l oca l  cu r r enc ie s  annual ly.  
The more p r o j e c t s  a r e  funded, t he  r40re r e s p o n s i b i l i t i e s  a r e  required 
by f ixed  Mission Personnel. In e a r l i e r  years ,  USAID was a b l e  t o  
program a  smal le r  number of p ro j ec t s  w i t h  the  capac i ty  t o  absorb  a  
l a r g e r  percentage of t he  r e l a t i v e l y  l imited anounts of T i t l e  I11 
l o c a l  currency going i n t o  t h e  Special  Account during t h a t  period. 
ay cont inuing t o  supply $60-$60 mi l l ion  of T i t l e  I11 commodities 
year ly  t o  t h e  BDG, however, t he  Mission nus t  bui ld up a  l o c a l  
currency p r o j e c t  p o r t f o l i o  t h a t  is d i f f i c u l t  t o  monitor c l o s e l y  and 
t h a t  i s  inc reas ing  d ive r se  i n  r e l a t i on  t o  the o v e r a l l  ob j ec t ives  of 
the  T i t l e  I11 program. 

The Mission recognizes t h a t  i t  i s  becoming inc reas inc ly  
d i f f i c u l t  t o  a s s u r e  t h a t  each and every T i t l e  I11 p r o j e c t  is 
con t r ibu t ing  s i g n i f i c a n t l y  t o  the  T i t l e  111 program. In  i t s  
q u a r t e r l y  p r o j e c t  reviews, USAID examines l o c a l  currency programming 
a s  a  whole a s  wel l  a s  t h e  po l i cy  dialogue and food s e c u r i t y  a spec t s  
of t h e  T i t l e  I11 program. Given - - -  - - -  t h a t  policy dialogue and food 
s e c u r i t y  have been considered more ispor  t a n t  than T i t l e  111-funded 
p r o j e c t s  t o  t h e  ob jec t ives  of t he  T i t l e  I11 program, the  eva lua t ion  
team be l ieves  t h e  mission is devoting an adequate amount of 
a t t e n t i o n  t o  the  T i t l e  I11 p ro j ec t s .  However, recent  agency 
guidance and DCC expec ta t ions  appear t o  place an inc reas ing  burden 
on USAID overs ight  r e s p o n s i b i l i t y  -. .- for - these p ro j ec t s .  W r  - recommend 
a  deeper re-examination o f l t h i s  issue,  however, t o  focus 
s p e c i f i c a l l y  on l o c a l  currency pro jec ts  funded by T i t l e  111, t h e i r  
con t r ibu t ion  t o  program ob jec t ives ,  t h e i r  aanagelnent and 
monitoring. The main s u b j e c t  of t h i s  rc-assessment would be t h e  
ro l e  of l o c a l  currency p r o j e c t s  vis-a-vis po l icy  d ia logue  a s  a  means 

BEST AVAILABLE COPY 



of accompll~hlnq 7.l tlc t 1 1  gohl c hnd rccommcnd ways to a0jur.t local 
currcncy programming rc.qulrcmcntc to makc Title 1 1 1  a more effective 
ant1 manag?.ot~lc tool. I t  r.t~ou!,l t)ul l t l  on 1 hc ctudy by G. Hor.r.aln on 
mI,ocal Cur rcbncy I1rogrcrnrn.jr~g hr.Iht~ng tc) PI, 480 Titlo I 1  I.' It could 
lcnd to changvs in 7ltlr. I l l  policy quido~~cc and pcrtrapc Icgirilation. - 

Thc k Y 86 ~ v o l u i ~ t j  on recornm~.ndc.d that the Hiccion 1r.qucr.t thr. 
BDG to outline in more detail ~ h c  use of local currency requected 
for Title 111-sponcored yrojectc. Thc nangladech Covcrnncnt has had 
somc trouble tecyonding fully to this recommcndation because, at the 
project level, local currency is fungible with other funding 
60UrCe6. The Hi6~ion has made an effort, howcver, to obtain mote 
detailed information on Title 111 attribution proposal8 and, in 
particular, ensure that no Title 111 funding be used to pay for 
customs duties and other taxes, as rcquircd by U.S. law. In 
responce to a recommendation from the FY86 evaluation report, the 
evaluation team recetves judgcmcnt on line-item budgeting for Title 
I11 projects. We bclieve that this issue should be explored by the 
re-examination of local currency programming recommended in the 
preceding paragraph. 

12. Accounting and Reporting Requirements 

The Agreement has called for the establishment of a -.--. Title I11 . 

C o G _ n a t i o n  Committee, consisting of representat ives of ERD, HOF, 
BTHC, BSFIC, USAID and other agencies involved in implementing the 
Title I11 program, to be responsible for monitoting the 
implementation of the Title 111 provisions and reporting 
requirements. The first meeting of this committee was postponed due 
to security problems, but it should take place shortly. The 
committee will regularly examine progress of the Title I11 projects 
and food security policy refcrms. It will also attempt to resolve 
problems hindering the timely subnission of required reports. 

The Hossain study made several tecommcndations for improving 
BDG Title 111 accounting and rsporting procedures. The Hission has 
beet pursuing these reconmendations and has met with a limited 
amount of success. The Finance Division of the Ministry of Finance 
has issued instructions regarding maintenance of accounts and 
records of commodities received, quantity sold, funds generated, 
amounts deposited in the Special Account, expenditure incurred by 
the implementing agencies funding Title I11 projects and submission 
of required reports. Nevertheless, USAID has had difficulty 
recei.ving all of the required reports, particularly f rom the 
Bangl~desh Sugar and Food Industries Corporation (BSPIC) and thz 
Bangladesh Textile Kills Corporation (BTMC). The BDC has not been 
able to assign extra manpower for Title 111 management in the I 

Ficance and External Resources Divisions of the Ministry of Finance 
and in the Ministry of Food. Me encourage the Mission to cantinue 
to pursue these recommendations. 
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13. F l o o d  W c l i c f  A c l i v i  t lrl!: 

T h e  FY 8 7  a g r  t.t,~:ll-nl w;r:: ;l!l~c.ndr.r.I t o pr  o v i d c  add i t- i o n a l  r c s o u r  ccb:: 
f o r  f l o o d  r e l i e f  'an:l ra,ll;~t,i  1 i t  i ~ t  i o n .  Tht-  amendmc\ntc i ) r o v i d t - d  $1 5 
n ~ i l l i o n  o f  r ice .  A r.c:r i c l : :  f Inor]!; i n  Augus t  a n d  Sr.;)trlmt,c-r 1 9 8 7  
c a u s e d  t h e  Bangladc.!: 11 Cov8.r nl:lf311t t o  [ ) r r . d i c t  c x t t . n s i v o  i:hor t f  a l l s  rl  

r i c e  p r o d u c t i o n .  I t  i n c t ~ ; l : : ~ d  it!: purcllar,c.s o f  r ice  and  w h e a t  on 
c o m m e r c i a l  t e r m s  a n d  sought .  a d d i t i o n a l  f o o d  a i d .  USAID, o n  t h e  
o t h e r  hand ,  was c a u t i o u s  a b o u t  recommending a d d i t i o n 3 1  f o o d  
a s s i s t a n c e  b e c a u s e  i t  n o t c d  t h a t  p r o d u c t i o n  a c t u a l l y  i n c r e a s e d  
f o l l o w i n g  t h e  f l o o d s  of 1904.  Farrncrs  had  t h e  o p p o r t u n i t y  t o  
i n c r e a s e  t h e i r  a c r e a g e  i n  r i c e  d u r i n g  t h e  s u b s e q u e n t  two c r o p p i n g  
s e a s o n s  i n  1 9 8 4 ,  overcompensating f o r  t h e  l o s s e s  i n  t h e  s e a s o n  
a f  f e c t e d  by f l o o d i n g .  

W a s h i n g t o n  a g e n c i e s ,  r e s p o n d i n g  t o  C o n g r e s s i o n a l  a n d  p u b l i c  
c o n c e r n ,  p r o v i d e d  t h e  a d d i t i o n a l  f o o d  a i d .  F o o d g r a i n  s t o c k s  h a v e  
r i s e n  t o  u n p r e c e d e n t e d  l e v e l s ,  d u e  t o  f o o d  a i d ,  c o m m e r c i a l  i m p o r t s  
a n d ,  t o  a  l i m i t e d  e x t e n t ,  i n c r e a s e d  d o m e s t i c  p r o c u r e m e n t  by t h e  
BDG. T h e s e  f a c t o r s  h a v e  worked  t o  m o d e r a t e  consumer  f o o d  p r i c e s .  

R e s u l t s  o f  a  M i n i s t r y  o f  A g r i c u l t u r e  s u r v e y  of  f l o o d  a f f e c t e d  
aman r i c e  c r o p  p r o d u c t i o n  a r e  n o t  y e t  i n ,  b u t  t h e r e  a r e  i n d i c a t i o n s  
t h a t  t h e  BDG w i l l  i n c r e a s e  i t s  e s t i m a t e s  o f  r i c e  p r o d u c t i o n .  USAID 
is a t t e m p t i n g  t o  c a r r y  o u t  i t s  own s u r v e y .  

T h e  T i t l e  111 r i c e  a n d  w h e a t  w i l l  e n t e r  t h e  P u b l i c  F o o d g r a i n  
D i s t r i b u t i o n  S y s t e m  and  be s o l d  t h r o u g h  t h e  v a r i o u s  c h a n n e l s .  O n l y  
s a l e s  t h r o u g h  e l i g i b l e  c h a n n e l s  w i l l  b e  d e p o s i t e d  i n  t h e  S p e c i a l  
A c c o u n t  a n d  b e  e l i g i b l e  f o r  l o a n  o f f s e t .  S i n c e  t h e  $15 m i l l i o n  o f  
f l o o d  r e l i e f  f o o d  was p r o v i d e d  t h r o u g h  t h e  T i t l e  I11 mechanism,  t h e  
BDG is r e q u i r e d  t o  d e p o s i t  $ 1 5  m i l l i o n  i n  l o c a l  c u r r e n c y  i n t o  t h e  
S p e c i a l  A c c o u n t .  T h e s e  p r o c e e d s  w i l l  b e  u s e d  f o r  b r i d g e  a n d  c u l v e r t  
c o n s t r u c t i o n ,  a  DA a n d  T i t l e  1 1 - s u p p o r t e d  p r o j e c t  t h a t  works  i n  
c o n j u n c t i o n  w i t h  t h e  CARE T i t l e  I 1  Food f o r  Work program.  

A s  shown i n  T a b l e - 4  t h e  b r i d g e s  a n d  c u l v e r t s  p r o j e c t  r e c e i v e d  
more  t h a n  90 p e r c e n t  o f  its FY 8 7  a l l o c a t i o n  ( $ 1 0  m i l l i o n )  by t h e  
t h i r d  q u a r t e r  FY 87, a  h i g h e r  p e r c e n t a g e  t h a n  was r e c e i v e d  by  a l m o s t  
a l l  o t h e r  p r o j e c t s .  

T h i s  f a c t  shows  t h e  p r i o r i  .y g i v e n  by t h e  M i s s i o n  a n d  t h e  RDG 
t o  f l o o d  r e h a b i l i t a t i o n ,  a n d  t h e  p r o s p e c t  o f  p r o c e e d s  f r o m  t h e  
a d t i t i o n a l  $15  m i l l i o n  i n  T i t l e  111 seems t o  h a v e  made t h e i r  
d e c i s i o n  e a s i e r .  I n  FY 88,  a b o u t  $ 1 8  m i l l i o n  w i l l  a l s o  b e  made 
a v a i l a b l e  f o r  t h e  b r i d g e s  a n d  c u l v e r t s  p r o j e c t .  

W h i l e  t h e  f u n d s  t o  b e  made a v a i l a b l e  f o r  f l o o d  r e h a b i l i t a t i o n  
is a  p o s i t i v e  r e s u l t  o f  t h e  a d d i t i o n a l  $ 1 5  m i l l i o n  i n  T i t l e  I11 
c o m m o d i t i e s ,  n o t  a l l  t h e  r e s u l t s  a r e  p o s i t i v e .  The DCC h a s  d e c i d e d  
t h a t  t h e  $15  m i l l i o n  w i l l  be c c u n t e d  a s  a n  a d v a n c e  drawdown o n  t h e  
$60 m i l l i o n  e x p e c t e d  t o  b e  p r o v i d e d  i n  FY 88. T h i s  d e c i s i o n  was 
made b e c a u s e  t h e  r i c e  was s h i p p e d  a f t e r  t h e  c u t - o f f  d a t e  f o r  FY 8 7  
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kaudget c h a r g t ~ c ,  and t l ~ ~ i f i  bvcamc a FY 88 program. S i n c e  t h c  415 
m i l l i o n  war, approvi*d tby thr. 1)CC ar. f l o o f ;  * e l j c f ,  t h e  Hicnion made no 
~ ' o l i c y  p r c c o n d i t i o n r .  w t ~ c * n  cigcbing thc. hgfrcmcsnt ami*ndmc-nt w i t h  t h e  
B1)C. t n  r e t u r n  l o t  t h e  f i i q n j f j c n n t  po l i cy  tcfotmn and a c t i v i t i c c  
t h c  H i c c l o n  is  ackintr  the- Bl)G t o  un0c.rtnkr. i n  FY 80, t h c ~  Mificion can 
o f f c t  o n l y  4 4 5  m i l l i o n  nnrl not  t h e  4.60 m i l l i o n  t h e  U1)C c.xpr.ctcd 
undcr t h e  t h r c c  yea r  program. USAID s t r o ~ . g ~ y   support^ p t o v i d i n g  $60 
m i l l i o n  i n  a d d i t j o n  t o  t h c  $15 m i l l i o n  a l r e a d y  t e c c i v c d  i n  PY 8 8  i n  
o r d e r  t o  m a i n t a i n  o r i g i n a l  p r o g ~ a m  o b j e c t i v e s .  

The e v a l u a t i o n  team t ~ l l c v c s  t h a t  t h c  Miss ion  has a c t e d  
t e c p o n s i b l y  and e f f e c t i v c l y  i n  programming t h e  a d d i t i o n a l  $15 
m i l l i o n  f o r  f l o o d  r e l i e f .  Wc d o  not k l i e v e  t h e  DCC ha6 been a s  
s u p p o r t i v e  a s  i t  cou ld  have been of t h e  T i t l e  111 ptogram i n  
Bangladech.  By c o u n t i n g  t h e  $15 m i l l i o n  f l o o d  r e l i e f  program as 
p a r t  of  t h e  $60 m i l l i o n  i n t e n d e d  f o r  T i t l e  I11 purposes ,  t h e  DCC h a s  
d i m i n i s h e d  t h e  l e v e r a g e  of t h e  Miss ion  t o  encourage  BDG p o l i c y  
reforms and h a s  p u t  t h e  Miss ion i n  t h e  awkward p o s i t i o n  o f  n o t  be ing  
a b l e  t o  f u l l y  l i v e  up t o  i ts  s i d e  of a  t h r e e  y e a r  agreement  w i t h  t h e  
BDG. S i n c e  1978, t h e  DCC h a s  encouraged USAID t o  b u i l d  as  much 
development  impact  a s  p o s s i b l e  i n t o  t h e  T i t l e  111 agreement,  and t h e  
M i s s i o n  h a s  responded by b u i l d i n g  a  complex s t r u c t u r e  __. of  -- pclic_y_ 
reforms,  f o o d  s e c u r i t y  measures  and development p r o j e c t s .  I t  is  
v i t a l  f o r  t h e  DCC t o  make t h e  r e s o u r c e s  n e c e s s a r y  to  f u l l y  fund t h e  
Agreement, i f  t h e  BDG l i v e s  u p  t o  i ts  s i d e .  We recommend t h e  DCC 
s e t  a s i d e  a n  a d d i t i o n a l  $60 m i l l i o n  f o r  t h e  Bangladesh T i t l e  I11 
program i n  FY88, t o  be o b l i g a t e d  i n  one  amendment i f  t h e  BDG a g r e e s  
t o  t h e  p r i c i n g  p x e c o n d i t i o n s  d e s c r i b e d  i n  t h i s  r e p o r t .  

COTTON 

C o t t o n  was i n c o r p o r a t e d  i n  t h e  second T i t l e  I11 ptogram t o  
promote growth o f  t h e  p r i v a t e l y  owned, r u r a l - b a s e d  c o t t o n  s p i n n i n g  
(handloom) i n d u s t r y .  The i n d u s t r y  is l a b o r  i n t e n s i v e  and employes 
p r i m a r i l y  wonen. The agreement c o n t a i n e d  p r o v i s i o n s  aimed a t :  ( 1 )  
removing r e s t r i c t i o n s  on t h e  c a p a c i t y  o f  p r i v a t e  mills: ( 2 )  e n s u r i n g  
t h a t  p r i v a t e  m i l l s  ~eceive a p r o p o r t i o n a t e  s h a r e  of c o t t o n  impor ted  
by t h e  Government; and ( 3 1  r enov ing  a d m i n i s t r a t i v e  and f i s c a l  
c o ~ . s t r a i n t s  o n  d e v e l o p a e n t  o f  t h e  c o t t o n  i n d u s t t y .  An AIDD PL 480 
impzct  s t u d y ,  Bangladesh:  PL-480 T i t l e  I11 Paper ,  Hay 1987, 
c o n c l u d e s  t h a t  o n  t h e  b a s i s  o f  a v a i l a b l e  A I D  documents, t h e  
f o r e g o i n g  o b j e c t i v e s  have been ach ieved .  The s i z e  l i m i t a t i o n  o n  new 
s p i n n i n g  mills was removed i n  1982. By FY 1985, t h e  p u b l i c  s e c t o t  
Bangladesh T e x t i l e  H i l l s  C o r p o r a t i o n  (BTMC) had t u r n e d  over  27  of 
its 56 t e x t i l e  mills t o  t h e  p r i v a t e  s e c t o r .  I n  a d d i t i o n ,  f o u r  new 
p r i v a t e  t e x t i l e  f a c t o r i e s  had been e s t a b l i s h e d ,  and t e x t i l e  o u t p u t  
i n c r e a s e d  2 2  p e r c e n t  between FY 1982 and PY 1985. C u r r e n t l y ,  t h e r e  
a r e  43 m i l l s  under  BTMC and 28  l a r g e  mills i n  t h e  p r i v a t e  s e c t o r .  
More t h a n  80 p e r c e n t  of BTMC y a r n  goes  t o  s m a l l  weavers.  BTMC d o c s  
n o t  need BDG p e r m i s s i o n  t o  r a i s e  t h e  p r i c e  of i ts p r o d u c t  and h a s  
i n c t c a s e d  its p r i c e s  a  Icw t i n e s  i n  zecen t  months. S i n c e  i t  s t a r t e d  
i ts  o p e r a t i o n  some 14  y e a r s  ago,  BTMC made p r o f i t  f o r  9  y e a r s  and 
i n c u r r e d  l o s s e s  i n  5 o t h e r s .  Recent  T i t l e  I 1 1  sh ipment  d e l a y s  have 
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cnl1r;cd a p i p c l i n c  proljler:l f o r  tllc, n'rMC'. I t  is a s k i n g  thc* M i s c i o n  
f o r  'ar ldi- t i  o n a l  f u n d i  ncq, c : : : l ~ r . ~ ' i  i l l  l y  t)r:caur.~! t h c  pr i r d .  of cot t -on har. 
gonc! u1, a: a  t i n ~ e  w t ~ c > r ~  I%'i'M(' i!; c1xpanding i t s  c a l m c i t y .  I t  i1::e:; 

' p r i v a t t r  d r ~ a l c r s  and  t r t 1 r 1 l . r : ;  irl m ;~ rk t . t i ng ,  itc; p r o d u c t  t o  ::rnal 1  
wtlavc_.rr,. U . S .  c o t t o n  i:; cu r  rc,r~t. ly p r i c e d  h i g h e r  t h a n  c o t t o n  f rorn 
ot:llcr s o u r c e s .  As a rc?!:ult, orrly tho-UMTC is  w i l l i n g  13 U : i e  U.S. 
c o t t o n .  

SOYBEAN OILS 

The  T i t l e  111 Agreement  of 1982 s t i p u l a t e d  t h a t  (1 )  PL 480 
s o y a b e a n  o i l  s h o u l d  be  s o l d  t h r o u g h  p r i v a t e  s e c t o r  w h o l e ~ a l e  and  
r e t a i l  o u t l e t s  ( a n d  n o t  t h r o u g h  t h e  r a t i o n  s y s t e m ) ,  ( 2 )  t h e  amount 
o f  v e g e t a b l e  o i l  i n  t h e  r a t i o n  s y s t e m  s h o u l d  n o t  be i n c r e a s e d ,  and  
( 3 )  t h e  BDG s h o u l d  a n a l y z e  how p o l i c i e s  a f f e c t i n g  t h e  v e g e t a b l e  o i l  
i n d u s t r y  s h o u l d  be a d j u s t e d  t o  e n c o u r a g e  t h e  l o c a l  v e g e t a b l e  
i n d u s t r y .  

- - 

A I D  e v a l u a t i o n s  r e p o r t e d  t h a t  t h e  f  i r s t  two  o b j e c t i v e s  were  
met. W h i l e  t h e  t h i r d  o b j e c t i v e  h a s  n o t  been  f u l l y  met y e t ,  t h e r e  
h a s  b e e n  c o n s i d e r a b l e  p r o g r e s s  made t oward  t h i s  o b j e c t i v e .  Due t o  
h i g h  c o s t  o f  T i t l e  I11 u n r e f i n e d  s o y a b e a n  o i l ,  r e l a t i v e  t o  t h e  c o s t  
o f  c o m p e t i n g  v e g e t a b l e  o i l s ,  i n c l u d i n g  u n r e f i n e d  s o y a b e a n  o i l  f rom 
o t h e r  s o u r c e s  a n d  i m p o r t e d  r e f i n e d  pa lm o i l ,  B a n g l a d e s h  p r i v a t e  o i l  
p r o c e s s o r s  h a v e  n o t  been  i n t e r e s t e d  i n  p u r c h a s i n g  T i t l e  I11 o i l .  A s  
a  r e s u l t ,  t h e  B a n g l a d e s h  Suga r  and Food I n d u s t r i e s  C o r p o r a t i o n  
(BSFIC) ,  a p u b l i c  s e c t o r  r e f i n i n g  i n d u s t r y ,  h a s  become t h e  sole 
h a n d l e r  o f  U.S. s o y a b e a n  o i l .  A s  d i s c u s s e d  i n  t h e  A I D / W  PL 480 
T i t l e  I i m p a c t  p a p e r  r e f e r r e d  t o  i n  t h e  p r e c e e d i n g  p a r a g r a p h ,  p u b l i c  
i n d u s t r i e s  h a v e  been  w i l l i n g  t o  t a k e  t h e  o i l  b e c a u s e  t h e  BDG h a s  
been  w i l l i n g  t o  a b s o r b  t h e  d i f f e r e n c e  i n  cost be tween  t h e  U.S. 
s o y a b e a n  o i l  a n d  c h e a p e r  compe t ing  o i l s .  

I n c r e a s e d  p r i v a t i z a t i o n  of t h e  o i l  p r o c e s s i n g  i n d u s t r y  is 
o c c u r r i n g ,  however ,  d e s p i t e  t h e  c o n t i n u e d  p u b l i c  s e c t o r  i n  t h e  

industry. The p r i v a t e  sector is p r o c e s s i n g  a b o u t  60 ,000  MT w h i l e  
t h e  p u b l i c  s e c t u r  is  p r o c e s s i n g  be tween  25 ,000-30 ,000  MT. I t  was 
l e a r n e d  t h a t  t h e  p r i v a t e  s e c t o r  p r o c e s s i n g  c a p a c i t y  r e c e n t l y  was 
g r o s s l y  u n d e r u t i l i z e d  b e c a u s e  of f o r e i g n  e x c h a n g e  p r o b l e m s  a n d  
c a p i t a l  s c a r c i t y .  The  p a r a s t a t a l  o r g a n i z a t i o n  BSFIC i t s e l f  is g o i n g  
t o  b e  d i v e s t e d  s o o n  a n d  w i l l  become a  h o l d i n g  company, w i t h  49 
p e r c e n t  p r i v a t e  s h a r e  and  51 p e r c e n t  C o r p o r a t i o n  s h a r e .  The  new 
Board  o f  D i r e c t o r s  w i l l  h a v e  4 members, o u t  o f  a  t o t a l  o f  9, 
r e p r e s e n t i n g  'he p r i v a t e  s h a r e h o l d e r s .  L i k e  t h e  BTMC, t h e  BSFIC 
a l s o  was  c o m p l a i n i n g  a b o u t  a  d e c l i n i n g  volume o f  T i t l e  I11 s o y a  
coming  t o  t hem b e c a u s e  of  s o y a  p r i c e  i n c r e a s e .  They we re  
p a r t i c u l a r l y  c o n c e r n e d  a b o u t  t h e  r educed  i m p o r t  b e c a m e  t h e y  a r e  i n  
t h e  p r o c e s s  o f  e x p a n d i n g  t h e i r  p r o c e s s i n g  c a p a c i t y .  The  r e c e n t ,  
d ~ a m a t i c  i n c r e a s e  i n  p r i c e s  o f  i m p o r t e d  pa lm o i l  i n  B a n g l a d e s h  h a s  
made pa lm o i l  more e x p e n s i v e  t h a n  s o y b e a n  o i l ,  t h u s  i n c r e a s i n g  t h e  
l a t t e r ' s  a t t r a c t i v e n e s s  t o  consumers  and  p r o c e s s o r s .  
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