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1.Introduction

Inspiteofgrowingurbanization,Bangladeshremainsmainlyanagricultural

country［Chowdhury1992］,withabout33% ofitsGDPstillcomingfromagricul-

ture.Agricultureisthelargestsectorialsourceofincomeandemploymentinthe

totaleconomy.About80% oftheagriculturaloutputoriginatesinthecrop

sector,ofwhichriceaccountsforthelion’sshare［Chowdhury1992;Zaman1999］.
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RiceproductioninBangladeshcontributessignificantlytotheagricultureand

constitutesalmostonefifthofBangladesh’sGDP.Althoughtherelativeshares

ofboththeagriculturalandricesectorsinthecountry’sGDPhasfallen,thesetwo

sectorsarestillcontributingsignificantlytotheeconomyofBangladesh.

Thericesectoristhesinglelargestemploymentandincomeearningsectorin

Bangladesh.Thirty-fivepercentofhouseholdsaregeneratingincomefromthe

ricesector.Ontheexpenditureside,riceabsorbsthelargestshareofhousehold

expenditure［Chowdhury1992］.Thepooresthouseholdsdevotemuchmoreof

theirexpenditurestoriceconsumptionthanthewell-offgroups.

1.1 ProductionandMarketingofPaddy/Rice

Practically,riceisgrowninthreeseasonsinBangladesh.Theseareaus,

amanandboro.Ofthese,amanandboroarethemaincrops,makingupabout

90%ofthetotalriceproduction.Afterharvestinganddrying,growersmarketed

paddyeithertothegovernment-buyingcenterortotheprivatetraders.The

privatesectormainlycontrolsthepaddy/ricemarketinginBangladesh.More

than95% ofthemarketsurplusesaretradedthroughtheprivatesector.

1.2 StatementoftheProblem

RiceisthemainstaplefoodinBangladesh.Almostalltheproducers,

irrespectiveofcategory,cultivatepaddyastheirmaincrop.Riceproduction,

comparedtothe60sand70s,hasincreasedinthe90s.Thetechnologicalbreak-

throughsofthe’80sandgradualchangesingovernmentpoliciescanbecredited

forthissuccess.Increasedriceproductionhashadapositiveinfluenceonthe

marketedsurplus.Theincreasedsurpluseshavewidenedthemarketingchain,

henceparticipationofthegrowersfromdifferentstrataaswellasthenumberof

newtradersatthevillage,upazila andcity/urbanareashasalsoincreased.

Publicinterventioninthefoodgrainmarketisprevalentinmostdeveloping

countries.Thegovernmentprocuresfoodgrainsfrom growers,distributesto

consumers,setsprocurementanddistributionprices,strivestomaintainprice

floorsandceilingsinthemarket,andregulatesprivatetrade［Ahmed1989］.

Hugevolumesofcapitalare,however,requiredtosupporttheseactivities.The

debateforandagainsttheinterventionofgovernmentinthericemarketisa

majorconcernforthepolicymakers.

Thesupportersofpublicinterventioninfoodgrainmarketingareseriously

criticizingthepresentroleofthegovernmentinsupportingthegrowers.They

havebeenlobbyingformoregovernmentinvolvementinthericemarket,while

thecampaignersforafreemarketundertheguidanceoftheWorldBankand

USAIDhavebeencallingforthewithdrawalofgovernmentsupporttomakethe

marketmorecompetitive.Thisdilemmaforcesthegovernmenttogiveserious

thoughttoitsrole.Differentgovernmentshavetrieddifferentprocurement

strategiestoprovidesupporttogrowersduringtheirtermsinpower.

AStudyonRiceMarketingSystemandPricePolicyinBangladesh 249
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Theprivatesector,ontheotherhand,hasbeendoingagreatjobinmarket-

ingrice.Infact,itisthemainmarketingchannelofpaddy/riceinBangladesh.

Morethan95% ofthemarketedsurplusisdistributedthroughthischannel.

Whethergrowersbenefitedfromthechanginggovernmentpoliciesremained

uncertaininthe90s.Furthermore,theroleofallmembersoftheprivate

marketingchannelisalsoanimportantareathatneedstobestudied.Inaddi-

tion,whodoesbenefitfrompolicychangesandthepresentmarketingsystemis

notyetrecognized.Theseissueswillbeexploredinthisstudy.

1.3 ReviewofLiterature

TheappearanceofliteratureonBangladesh’sricemarketoverthelast40

yearshasbeenquitespasmodic.Morehasbeenwrittenontheperformanceand

constraintsonBangladesh’sriceproductionsystem butmuchlesshasbeen

delineatedonmarketinganddistributionortheimpactofpublicpoliciesonthe

conductofthemarket［Chowdhury1992］.

Farrukdidthefirstofthesein1970.Hedidadetailedexaminationofthe

effectsoftheorganizationofricemarketingonthecostsofprivateprocessing

andstorage,theformationofspatialandtemporalmargins,andspatialmarket

integrationusingthemethodofcorrelatingcoefficientstorevealthedegreeof

marketconnection［Chowdhury1992］.TherealpointofFarruk’sstudywasto

identifywhetherthepricedifferentialswerelargeenoughtoweakenanddistort

theproperroleofpriceasaresourceallocatorandadistributorofincome.

Islametal.,1987,didthefirstcomprehensivestudyafterliberation.Their

researchmandatewastodocumentandevaluatethegainsofdifferenttradersin

themarketchain.Oneofthemajorassumptionsofthestudywasthatrice

productioninBangladeshhadbeenretarded,becausethemiddlemeninthe

marketingsystemhadbeenmakingexorbitantprofits.Thestudyfoundthatthis

wasnottrue.Thefarmersreceivedbetween71and80% oftheretailpriceof

rice;thus,theyconcludedthatintensecompetitionexistsinBangladeshinall

phasesofgrainmarketing.Thisstudyhowever,didnotrecognizeseasonal

variationsinprice,nordiditexplainwhostoresthecropsandwhoreapsthe

benefitofpriceincreasesintheoff-season.

ThefocalconsiderationofCrow andMurshid’s［Crow 1989;Crow and

Murshid1992］studieswasthehypothesisthatcreditandthericemarketare

interlockedinawaythatfacilitatestheexerciseofmonopolypowersbymer-

chants,oftenattheexpenseoffarmers.Thesestudieshavecomeoutofdata,

purposivelycollectedfromoneareawithasurplusandtwoareasdemonstrating

deficits.Usingtheavailabledata,Crowarguedthattherepaymentcontractsof

credit(usuallyrepaidinpaddy)essentiallychargefarmershighinterestrates.

Hetherefore,concludedthatthericemarketiscompetitiveinBangladeshmight

notbethelastwordonthenatureofthericemarket.

Mostofthestudiesconductedearlierfocusedmainlyonmarketingmargins,
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whileveryfewresearchersincludedanalysesonpolicyissues,suchassupport

pricepolicies,procurementpolicies,orthecostoffoodsubsidiesatthegovern-

mentlevel.Inaddition,noneofthesestudiesfocusedonthecomprehensiverole

ofthericemillersandricewholesalers,twoimportantchannelsoftherice

marketingsysteminBangladesh.And,allofthestudieswerecompletedeither

inthe70sorinthe’80s;noneofthestudieswereconductedinthe90s.So,the

implicationofthesestudiesareveryclear:Weneedmorestudiesontheroleof

privatetradersaswellasgovernmentpolicies,andtheirimpactontherice

marketingsysteminBangladesh.

1.4 ObjectivesandOrganizationofDissertation

Themainobjectiveofthisresearchistoexplorewhobenefitsfromtherice

policy,includingpricepolicyandpresentricemarketingsysteminBangladesh,

andtosuggestpolicyoptionsbasedonthefindingsinordertoimprovethe

presentsituationforgrowers.Thespecificobjectivesaretoreviewtheeffective-

nessofprocurementandpricesupportpolicyinBangladesh(Chapter2);to

examinethepricestabilityofpaddy/rice,andtoidentifytheprospectsofgainor

lossofstoringpaddy/ricebygrowersandintermediaries(Chapter3);toanalyze

therolesofdifferentchannelsofricemarketingbasedonthefieldresearchdata

(Chapter4);Toidentifythereturntothegrowersandotherintermediariesinthe

marketingsystems(Chapter5),summariesandconclusionsarepresentedin

Chapter6.

1.5 SourcesofDataandMethodology

Bothprimaryandsecondarydatahavebeenconsideredinthisstudy.

Primarydatawerecollectedfromeverymemberofthepaddyandricemarketing

channel.Theyinclude,growers,ricemillers,wholesalersandotherassemblers.

Growers’datawerecollectedfrom theDinajpurandSherpurdistricts,thetwo

paddysurplusareasofBangladesh.Dataaboutotherassemblersandrice

millerswerealsocollectedfromthesamesampleareas.Becauseofinadequate

informationfromassemblersandmillersintheDinajpurdistrict,analysisonthe

roleandprofitmarginsofthesemembershaslargelybeenontheinformation

collectedfrom theSherpurdistrict.Analysesontheroleofwholesaler-cum-

aratdarandtheirprofitmarginsweremadeonthebasisoftheinformation

collectedfrom 3wholesalemarketsofDhakaCity,thecapitalofBangladesh.

Thedatawerecollectedintwoperiods.InformationonthegrowersofSherpur

andDinajpur,aswellasricemillersandotherassemblersoftheSherpurdistrict

andwholesalersofDhakaCitywascollectedfromFebruarytoMarch,2001.In

additiontothese,somerelevantinformationfrom wholesalersandricemillers

wasalsocollectedfromtimetotime.Secondarydatawerecollectedfromthe

DepartmentofAgriculturalMarketing(DAM),BangladeshBureauofStatistics

(BBS),andtheHandbookofAgriculturalStatistics.Inaddition,otherimportant

251AStudyonRiceMarketingSystemandPricePolicyinBangladesh
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publisheddatabasesourcesandresearchreportswerereviewedforrelevant

informationforthisstudy.

Ingeneral,tabularandgraphicalanalysesemployingthesimplemean,

percentagesandratioshavebeencarriedouttoderiverelevantresults.Also,the

12-monthmovingaveragemethodandmathematicalexpressionswerealso

applied,whereneeded,inordertogetsignificantresults.

2.ProcurementandPriceSupportPolicyofPaddy/RiceinBangladesh

Themainpurposeofthischapteristodiscussthesuccessandfailureofthe

procurementandpricesupportpoliciesforpaddy/riceinBangladeshonthebasis

ofthehistoricaldata.Followingtheintroduction,abriefdescriptiononthe

supplyofriceisdiscussedinsection2.1and2.2beforeenteringthemaindiscus-

sionofthischapter.Thebackgroundoftheprocurementandpricesupport

policyofamanandboropaddyarediscussedinsection2.3and2.4.Thiswillbe

followedbyadetaildiscussionontheeffectivenessofthepricesupportprogram

insection2.5.Thecostofgovernmentforricemarketingisdiscussedinsection

2.6.

2.1 RiceSupplyfromDomesticProduction

Basedonitsharvestingtimeandgrowthperiodwecanclassifycultivated

riceintothreevarieties［Farruk1970］.Theyareaus,amanandboro.Aushas

ashortgrowingperiodof90to120days.Itcoversanaverageof6.1million

acres(24%)andcontributes16% tothetotalriceproduction.Boththelocaland

highyieldingvarieties(HYV)ofauscropsarecultivatedinBangladesh.The

contributionofaustothetotalriceproductionandacreagedistributionhasbeen

indeclineinthecountryduringthelasttwodecades.

Althoughriceproductionsince1976/77hasbeenincreasedinBangladesh,

vagariesofnaturehavecausedyear-to-yearfluctuationsandquiteunevenpro-

ductionlevelsinthecountry.Whileboroproductionanditsacreagedistribution

haveincreasedsteadily,aus’shasdeclinedsharply.Duringthelast23years,the

productionandacreagedistributionofboroandaushavechangedgreatlywhile

moderatechangeshavebeenobservedforamaninthesameperiod.

Thericesupplyhassteadilyincreasedfrom1977/78to1998/99.Itincreased

by53%from1977/78to1998/99.Domesticproductionisthemajorreasonforthe

steadyincreaseinricesupply.Duringthisperiod,domesticproductionincreased

byabout54% whiletheamountsuppliedbypublicdistributionhasdeclinedby

about12%.TheMinistryofFood(MOF)andtheMinistryofReliefandRehabil-

itation(MORR)madethepublicdistribution.MOFcollectedfoodfordistribu-

tiontotargetedgroupsfromthedomesticprocurement,commercialimportsand

foodaid.
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2.2 RiceSupplyfromImport

Becausedomesticproductioncannotmeetthetotaldemandofthecountry,

everyyearBangladeshhastoimporthugevolumeofricefrom international

sourcestofeedherpeople.Riceimportsdependonthelevelofdomesticproduc-

tion,stocksanddemandforriceintheparticularyearinthecountry.After

independence,thepopulationinBangladeshhasincreasedcontinuously;food

productiongrowthratescouldnotkeeppacewiththepopulationgrowthrate,

whichresultedinhugevolumeofimportsfromdifferentcountries.Anaverage

of229thousandstonsofricewasimportedbythepublicsectoroverthelasttwo

decades,and832thousandstonsofricewasimportedbytheprivatesectorfrom

1993/94to1998/99inBangladesh.Theprivatesectorhascontributedsignifi-

cantlytothetotalimportsofricesince1993/94.

Theshareofthepublicsectorintotalriceimportshasstarteddecliningsince

1993/94. Theshareofimportedriceofthetotalavailabilityispresentedin

Table2.1.Thetableshowsthattheaverageshareofpubliclyimportedricewas

lessthan2% forthelast23years.Thesharefortheprivatesector,ontheother

hand,was4.4% ofthetotalavailablerice.Theaverageshareofimportedrice

Table2.1. RiceProductionandAvailabilityinBangladesh

Year NetRice Rice PFDS Private Total % ofPublic % ofPrivate % of

Production Procurement Distribution Import Availability Importin Importin Importin

(000ton) (000ton) (000ton) (000ton) (000ton) Total Total Total

Availability Availability Availability

A B C D E＝(A＋C＋D)-B F G H

1977-78 11,674 466 600 － 11,808 2.6 － 2.6

1978-79 11,564 291 570 － 11,843 0.5 － 0.5

1979-80 11,466 257 695 － 11,904 6.0 － 6.0

1980-81 12,602 754 514 － 12,362 0.7 － 0.7

1981-82 12,311 271 772 － 12,812 1.1 － 1.1

1982-83 12,837 167 496 － 13,166 2.4 － 2.4

1983-84 13,077 135 503 － 13,445 1.3 － 1.3

1984-85 13,225 132 399 － 13,492 5.2 － 5.2

1985-86 13,534 219 372 － 13,687 0.3 － 0.3

1986-87 13,865 138 495 － 14,222 1.8 － 1.8

1987-88 13,872 288 468 － 14,052 4.2 － 4.2

1988-89 13,989 363 690 － 14,316 0.4 － 0.4

1989-90 16,070 918 675 － 15,827 1.9 － 1.9

1990-91 16,066 727 971 － 16,310 0.1 － 0.1

1991-92 16,427 940 759 － 16,246 0.2 － 0.2

1992-93 16,507 233 476 － 16,750 0.1 － 0.1

1993-94 16,237 148 350 74 16,513 0.0 0.4 0.5

1994-95 15,150 150 329 583 15,912 1.4 3.7 5.1

1995-96 15,918 353 593 650 16,808 2.9 3.9 6.8

1996-97 16,995 513 739 15 17,236 0.1 0.1 0.2

1997-98 16,976 303 529 1,007 18,209 0.5 5.5 6.1

1998/99 17,918 440 530 2,660 20,668 1.9 12.9 14.8

Average 14,467 373 569 832 14,890 1.6 4.4 2.8

Note:i)Netproductioniscalculatedbydeducting10% fromthetotalproduction

ii)PFDS＝ PublicFoodDistributionSystem

iii)% ofPublicimportdatawerecalculatedfromDorosh(2000)

Source:Dorosh(2000),FPMU(1999)andHamid(1990)
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(publicandprivate)ofthetotalavailablericewas3%.Itcanbesaidfromthe

tablethat,exceptinsomeyears,theshareofriceimportsdoesnothavea

significanteffectontheavailabilityofriceinBangladesh.

2.3 ProcurementPolicy

Therewasadefinitechangeinthepolicyfrom1975/76whenpublicprocure-

mentbecameanimportantaspectoffoodbudgetingpolicyanditwasextended

fromonlyamanricetootherriceandwheatcrops(Rahman1984).Decisionon

thedomesticprocurementpriceandquantityaremadeintheFoodPlanning

MonitoringCell(FPMC)andapprovedbythecabinet.Cabinetdecisionson

procurementpriceandquantityaremadeatleastonemonthpriortoharvest

whileFPMCdecisionsaremadeatleasttwomonthspriortoharvest.TheFood

PlanningandMonitoringUnit(FPMU)placestheproposalbeforetheFPMC.

Theformermakesanassessmentbasedontheavailablecostofproduction

informationandforecastsofdomesticandworldpricing;remaining,however,

withinanotionalbandpermittedbybudgetallocationsandthebandissuscep-

tibletochange.BeforeplacingtheproposaltoFPMC,FPMUobtainsconsent

fromtheFoodMinistryandSecretary.Currently,theperceivedbandofprocure-

mentisintherangeof0.25to0.35millionmetrictonsofmilledrice(equivalent)

percropseason,withanaggregateofaround0.55millionmetrictonofamanand

bororice.

Previousperiodsummerrice(aus)wasalsounderthepurviewofprocure-

mentactivitiesduetoitshighmoisturecontentandlow keepingcapacity;

governmenthasbeencompelledtokeepthiscropoutfromtheprocurementsince

1986/87.Therefore,thediscussionherewillbelimitedtoamanandbororice.

2.4 Procurementof and Rice

Table2.2revealsyearlyprocurementofamanandbororicefrom1977/78to

1999/00.Itcanbeseenfromthetablethattheprocurementofricehasdeclined

overtheyearsbutthistrendhasbeenirregular.Theaverageprocurementof

ricewas3.1% ofthenetproduction.Procurementwashighin1980/81followed

by1989/90and1991/92.Procurementinthoseyearsexceededmorethan6%for

allcropsandmorethan9% forbororice.Thereasonsforthehighestprocure-

mentinthoseyearsaredifficulttoexplainbecausethetrendsofthedatadonot

followanysinglepattern.However,higherprocurementinthoseyearsmaybe

seenasanexcessivereactionofthegovernment,moreforthepurposeofrepleni-

shingpublicstocksthantosupportafloorprice［Golettietal1991］.

Procurementpatternsbycropshow adifferenttrendfrom theaverage.

Whiletheprocurementofamanricehasdeclinedovertheyears;procurementof

bororicehasincreasedduringthesameperiod.Theaverageprocurementof

amanandbororicewas2.06and4.68% respectively.Thehighestprocurement

wasfoundin1980/81forboththeamanandbororicewhenthenetproduction
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increasedfromtheprecedingyears.Thelowestprocurementperiodwasnotthe

sameforthesetwocrops.Thelowestprocurementperiodofbororicewasin

1992/93whenthenetproductionhaddeclinedfromtheprecedingyear,butthat

fortheamanricewas1994/95and1998/99.Thereasonforlowerprocurement

ofamanriceinthoseyearsmightbebecausetheopenmarketpriceinthoseyears

hadshotupduetoashortfallinproductionin1994/95andheavyfloodingin

1998/99.Asaresult,theopenmarketpricewashigherthantheprocurement

price,sothegovernmenthaddecidedtostopprocurementofamanriceand

allowedthegrowerstogetthehigherpricefrom themarket.Furthermore,it

canbeaddedthattheprocurementprogram wasdifficulttolaunchin1998/99

becauseofthepostfloodrehabilitationprogram ofthegovernment.Also,

budgetconstraintsandchangesindecisionsatthegovernmentlevelcouldbe

otherreasonsforwhichprocurementvolumeschangefromtimetotime.

Procurementbycropshowedthatwhiletheprocurementofaman rice

declinedinthe90s,procurementofbororiceincreased.Theaverageprocure-

mentofamanriceinthe90swas1.72% comparedto1.91% inthe80s.Forboro

rice,itwas4.15% and5.41%,respectivelyinthe80sand90s.Thehigherrateof

growthinnetproductionofbororiceinthe90ssuggestedthatprocurementratio

ofbororicealsoincreasedmoreinthe90sthaninthe80s(Table2.2).Thetable

Table2.2. ProcurementofAmanandBoroRicefrom1977/78to1999/00

Year ProcurementNetProduction % of Procurement NetProduction % of TotalRice NetRice % ofRice

ofAmanRiceofAmanRice Procurement ofBoroRice ofBoroRice Procurement Procurement Production Procurement

(000ton) (000ton) (AmanRice) (000ton) (000ton) (BoroRice) (000ton) (000ton)

A B C D＝(B/C)100 E F G＝(E/F)100 H I＝C＋F J＝(H/I)100

1977-78 428 6,787 6.31 38 2,048 1.86 466 8,835 5.27

1978-79 209 6,793 3.08 82 1,764 4.65 291 8,557 3.4

1979-80 191 6,678 2.86 66 2,219 2.97 257 8,897 2.89

1980-81 501 7,168 6.99 253 2,381 10.63 754 9,549 7.90

1981-82 120 6,489 1.85 151 2,832 5.33 271 9,321 2.91

1982-83 93 6,843 1.36 74 3,190 2.32 167 10,033 1.66

1983-84 84 7,141 1.18 51 3,036 1.68 135 10,177 1.33

1984-85 76 7,142 1.06 56 3,578 1.57 132 10,720 1.23

1985-86 139 7,686 1.81 80 3,303 2.42 219 10,989 1.99

1986-87 23 7,440 0.31 115 3,609 3.19 138 11,049 1.25

1987-88 49 6,920 0.71 239 4,258 5.61 288 11,178 2.58

1988-89 58 6,171 0.94 305 5,248 5.81 363 11,419 3.18

1989-90 419 8,282 5.06 499 5,550 8.99 918 13,832 6.64

1990-91 163 8,250 1.98 564 5,721 9.86 727 13,971 5.20

1991-92 363 8,342 4.35 577 6,124 9.42 940 14,466 6.50

1992-93 141 8,712 1.62 92 5,927 1.55 233 14,639 1.59

1993-94 16 8,477 0.19 132 6,095 2.17 148 14,572 1.02

1994-95 0 7,654 0.00 150 5,884 2.55 150 13,538 1.11

1995-96 51 7,911 0.64 302 6,499 4.65 353 14,410 2.45

1996-97 201 8,597 2.34 312 6,714 4.65 513 15,311 3.35

1997-98 1 7,965 0.01 302 7,323 4.12 303 15,288 1.98

1998/99 - 8,402 - 440 7,739 5.69 440 16,141 2.73

Average 158 7,539 2.1 222 4,593 4.6 373 12,132 3.1

Source:ProductionandProcurementdataweretakenfromHamid1990,Begum1997,FPMU1999,HomepageofMinistryof

Food2000
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furthersuggeststhatthehigherrateofprocurementofbororicereplacedthe

procurementofamanriceandintheprocesstheprocurementofamanrice

declinedinthe90s.

2.5 PriceSupportPolicy

TheDirectorateofFooddeclaredtheoutputsupportpriceeveryyearfor

amanandboropaddy/rice,andwheattoprovideincentivetothegrowers.This

priceisfixedforthewholecountry.Thegrowersvoluntarilysellcropstothe

FoodDepartment’spurchasingcenter.Thedirectorateconsidersthefollowing

criteriaforfixingthesupportprice.Theseare:i)costofproductionplus10to

15% profitmargin;ii)amountofincomefromcompetingcrops;iii)international

marketprices;iv)importcostofriceandwheat;v)openmarketpriceofpaddy,

riceandwheat.Consideringthesecriteria,thesupportpricesofamanandboro

ricewhichhavebeenfixedduringthelast23yearsarepresentedinTable2.3.

Dataforsupportpricesofamanandbororicewereobtainedfrom Begum

(1997)andFPMU(1999and2001)whilethemarketprice(harvestprice)ofboth

cropswereobtainedfromtheDepartmentofAgriculturalMarketing(DAM)and

Table2.3. RelationshipbetweenSupportpriceandMarketPriceofRice(Taka/quintal)

Year Support Market SupportPrice Support Market SupportPrice

Price(SP) Price &MarketPrice Price(SP) Price &MarketPrice

forWinter ofAman RatioofAman ofBoro ofBoro RatioofBoro

Rice Rice Rice Rice,

A B C＝/B D E F＝ D/E

1977-78 354 336 1.05 354 317 1.12

1978-79 354 366 0.97 375 316 1.19

1979-80 456 487 0.94 456 493 0.92

1980-81 469 437 1.07 469 441 1.06

1981-82 509 579 0.88 469 418 1.12

1982-83 563 599 0.94 563 607 0.93

1983-84 603 663 0.91 563 591 0.95

1984-85 662 764 0.87 603 740 0.81

1985-86 697 704 0.99 662 639 1.04

1986-87 710 880 0.81 697 768 0.91

1987-88 793 941 0.84 825 888 0.93

1988-89 867 925 0.94 825 848 0.97

1989-90 907 832 1.09 866 856 1.01

1990-91 908 1,049 0.87 908 925 0.98

1991-92 1,010 969 1.04 990 977 1.01

1992-93 867 784 1.11 1,010 953 1.06

1993-94 871 900 0.97 955 768 1.24

1994-95 911 1,093 0.83 919 985 0.93

1995-96 1,125 1,146 0.98 1,125 1,142 0.99

1996-97 1,050 836 1.26 1,150 868 1.32

1997-98 1,070 1,073 1.00 1,100 860 1.28

1998/99 1,200 1,323 0.91 1,200 900 1.33

1999/00 NA NA NA ”1,200” 965 1.24

Note:i)1quintal＝ 100kg,ii)marketpriceof1998/99and1999/00areaveragepriceof3districts,takenfromJaim(2001)

iii)1US$＝ 58Taka.

Source:SupportPricedataweretakenfromBegum1997,FPMU1999andBBS1999

DataofmarketpriceweretakenfromDAM,andJaim2001
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Jaim (2001).Itisnotedherethatthepriceofcoarsericevarietieshavebeen

consideredforbothcropstokeepconsistencywiththesupportpricebecausethe

supportpricedeclaredbythegovernmentisthepriceofthecoarsevarieties.

Duetotheinadequacyofdataontheharvestpriceofrice,paddypricewas

convertedtoricepricebymultiplyingby1.5(1kgrice＝1.5kgofpaddy).Thus,

theharvestpriceofriceobtainedispresentedinColumnBandEofTable2.3.

TheMarketprice(harvestprice)ofamanricewasconstructedfromtheaverage

pricebetweenNovemberandMarchandthatforthebororicewascalculated

fromtheaveragepricebetweenMayandAugust.

ItcanbeseenfromTable2.3that,exceptforfiveyears,thesupportpriceof

amanricewaslowerthantheprevailingmarketpriceinallotheryears.Thisis

nottrueforbororice.Outof23years,theprocurementpricewashigherthanthe

prevailingmarketpricefor12years.Thisindicatesthatthesupportprice

programismorefavorableforbororicethanamanrice.Theratioofsupport

priceandmarketpriceforbothcropswasmorethanaunithigherinmostofthe

yearsinthe90sthanthe80sandlate70s.Thismightbebecausetheproduction

ofbothcropsinthe90sincreasedatamuchhigherratethaninthepreviousyears.

So,thegovernmentmaintainedahighersupportpriceinordertosupportthe

growers.Inotherwords,pricefixingforthepurposeofprovidingincentivesto

growersseemstohavebeentriedmoreinthe90sthaninotherperiods.

Thehistoricaldatafurtherrevealsthatgovernmentwassuccessfulof

maintainingthesupportpriceatahigherpricethanthemarketpriceeveninthe

higherproductionyears.Forexample,whenamanriceproductionincreasedin

1980/81,1992/93,1996/97,andbororiceproductionincreasedin1993/94,andfrom

1996/97to1999/00,supportpricesinthoseyearswerehigherthanthemarket

price.Thisimpliesthatthegovernmentisconcernedwithprovidingincentives

togrowersinthehigherproductionyears.However,previousanalysisinthe

procurementsectionshowedthatthegrower’sparticipationintheprocurement

program wasnotencouraginginthe90sorinthe80s.Thus,growerswere

deprivedofthehighersupportprice.Assuch,theydidnotbenefiteventhough

thesupportpricewashigherthanthemarketpriceinthoseyears.Thiswillbe

discussedinthefollowingsection.

2.6 EffectofPriceSupport

Therehasnotbeenmuchofanindepthanalysistotracehowpricesupport

affectedthegrowers’income.But,basedonthehistoricalsupportpriceand

growerspricedata,itispossibletoevaluatetheprogram.Tables2.4and2.5

showthenetincomeofgrowersfromamanandbororiceproduction.Methodo-

logicalexpressionsofthesetablesareimportanttonote.Growers’incomefrom

amanandbororiceisactuallytheharvestpricethatgrowersreceivewhenthey

aresellingonthemarket.Grower’spricesarecalculatedfollowingthemethod-

expressedinTable2.3.Estimatingnetincomeforaparticularcropdependson
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Table2.4. Income(Taka)ofGrowersfromAmanRiceProduction,

Year Support Costof Growers Incomeas% Incomeas% NetIncome NetIncome

Price(SP) Production Income ofCost ofCost,if IfSupport ForReceiving

(perquintal) (perquintal) (perquintal) Incentiveis PriceReceived MarketPrice

A B＝A/1.15 C D＝C/B 10% (perquintal) (perquintal)

1977-78 354 308 336 1.09 1.04 46 28

1978-79 354 308 366 1.19 1.14 46 58

1979-80 456 397 487 1.23 1.17 59 90

1980-81 469 408 437 1.07 1.02 61 29

1981-82 509 443 579 1.31 1.25 66 136

1982-83 563 490 599 1.22 1.17 73 109

1983-84 603 524 663 1.27 1.21 79 139

1984-85 662 576 764 1.33 1.27 86 188

1985-86 697 606 704 1.16 1.11 91 97

1986-87 710 617 880 1.43 1.36 93 263

1987-88 793 690 941 1.36 1.30 103 251

1988-89 867 754 925 1.23 1.17 113 171

1989-90 907 789 832 1.06 1.01 118 43

1990-91 908 790 1,049 1.33 1.27 118 260

1991-92 1,010 878 969 1.10 1.06 132 91

1992-93 867 754 784 1.04 0.99 113 30

1993-94 871 757 900 1.19 1.14 114 143

1994-95 911 792 1,093 1.38 1.32 119 301

1995-96 1,125 978 1,146 1.17 1.12 147 167

1996-97 1,050 913 836 0.92 0.88 137 -77

1997-98 1,070 930 1,073 1.15 1.10 140 143

1998-99 1,200 1,043 1,323 1.27 1.21 157 279

Note:Dataof1998/99and1999/00wasestimatedfromJaim(2001).Itistheaveragedataof3districtsofBangladesh

Source:SupportpricedataweretakenfromBegum1997,FPMU1999,andGrowersIncome(growersprice)weretakenfrom

DAM andJaim2001

Table2.5. IncomeofGrowersfromBoroRiceProduction

Year Support Costof Growers Incomeas% Benefit-Cost NetIncome NetIncome

Price(SP) Production Income ofCost Ratioif IfSupport ForReceiving

(perquintal) (perquintal) (perquintal) Incentiveis PriceReceived MarketPrice

A B＝A/1.15 C D＝C/B 10% (perquintal) (perquintal)

1977-78 354 308 317 1.03 0.99 46 9

1978-79 375 326 316 0.97 0.93 49 -10

1979-80 456 397 493 1.24 1.19 59 96

1980-81 469 408 441 1.08 1.03 61 33

1981-82 469 408 418 1.02 0.98 61 10

1982-83 563 490 607 1.24 1.19 73 117

1983-84 563 490 591 1.21 1.15 73 101

1984-85 603 524 740 1.41 1.35 79 216

1985-86 662 576 639 1.11 1.06 86 63

1986-87 697 606 768 1.27 1.21 91 162

1987-88 825 717 888 1.24 1.18 108 171

1988-89 825 717 848 1.18 1.13 108 131

1989-90 866 753 856 1.14 1.09 113 103

1990-91 908 790 925 1.17 1.12 118 135

1991-92 990 861 977 1.13 1.09 129 116

1992-93 1,010 878 953 1.09 1.04 132 75

1993-94 955 830 768 0.92 0.88 125 -62

1994-95 919 799 985 1.23 1.18 120 186

1995-96 1,125 978 1,142 1.17 1.12 147 164

1996-97 1,150 1,000 868 0.87 0.83 150 -132

1997-98 1,100 957 860 0.90 0.86 143 -97

1998/99 1,200 1,043 900 0.86 0.83 157 -143

1999/00 1,200 1,043 965 0.92 0.88 157 -78

Note:Dataof1998/99and1999/00wasestimatedfromJaim(2001).Itistheaveragedataof3districtsofBangladesh

Source:SupportpricedataweretakenfromBegum1997,FPMU1999,andGrowersIncome(growersprice)weretakenfrom

DAM andJaim2001.
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thecostofproductionofthecropandgrossincomereceivedbythegrowersfor

sellingthatcroponthemarket.Timeseriesdataoncostofproductionwerenot

available.Analternativeapproachwasfollowedtoobtaintimeseriesdataon

costofproductionforamanandbororice.Itwascalculatedbydividingthe

supportpriceby1.15andpresentedinColumnBofTable2.4and2.5.Itisnoted

thatthesupportpriceiscalculatedonthebasisofthecostofproductionplus10

-15% incentivetothegrowers.

Itisshowedthat(from bothtables)thegrowerscouldhaveearnedmore

profitsiftheyhadsoldriceattheprocurementprice.Theprofitscouldhave

beenmore,inthe90s.Growersobtainedhigherprofitbysellingamanriceonthe

market.Thereasonisthatboroismorecostintensivethanamanriceis.

Marketpriceisdeterminedbythedemand-supplyrelationship.Whensupply

exceedsdemand,thepriceofricedeclinesonthemarketandviceversa.Itdoes

nottakeintoaccountthecostofproductionofaparticularproduct.There

alwaysremainariskoflossorachanceofgainfromthemarketprice.

Thesupportprice,ontheotherhand,isfixed;supplyanddemandhaslittle

effect.Furthermore,itconsiderstheaveragecostofproductionplusanincen-

tiveprice.Therefore,thereisalwaysachancethatthegrowerscanprofitifthey

cansellatthesupportpriceratherthansellingatthemarketprice.Forexam-

ple,in1996/97,whenthesupplyofamanriceexceededdemandgrowersincurred

losses.Theycouldhaveprofitediftheyhadreceivedthesupportpriceforthat

year.Intheensuingyears,growerswereprofitable.

Forbororice,thesituationwasmorediscouraging.Growersincurredlosses

in1993/94,andfrom1996/97to1999/00.Intheseyears,thesupplyofbororice

increasedonthemarketasaresult,themarketpriceofbororicefellevenbelow

thecostofproduction.Consequently,thegrowerscouldnotbeprofitablein

thoseyears.

Tables2.4and2.5exhibitthatgrowers’netgainsforsellingamanriceonthe

marketexceededTk.250perquintalin1986/87,1987/88,1990/91,1994/95and

1998/99.Thehighestnetgainswerein1994/95followedby1998/99.Because

theproductionwaslargelyaffectedbyafertilizercrisisin1994/95,production

declinedsharplyinthatyear.Thedemand-supplylawforcedthericepriceinan

upwarddirectionforthatyear.Thisresultedinhigherprofitforthegrowers.

Andin1998/99,productionofamanriceincreasedthatyearcomparedtothe

precedingyear.Thefearofapriceriseduetothefloodmighthaveheightened

theharvestpricesothegrowersearnedhigherincomes.Growers’revenuesfrom

thebororiceforsellingonthemarketwasnotashighasthatforamanrice.

Growersreceivedsubstantialrevenuesin1984/85whenBangladeshwascloseto

beinginafaminesituation.

2.7 CostofGovernmentforRiceMarketing

Anattempthasbeenmadeheretoidentifythecostofmarketingriceinthe
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governmentsectorandthecontributionofdifferentsourcestototalcosts.

Procurementcost,importcostsandsubsidiesfordistributingthroughnon-

monetizedchannels(relief)andmonetizedchannelshavebeenconsideredfor

analysis.Aggregatedataofthecostofprocurementwerenotavailable,sothis

wasestimatedfrom thevolumeofprocurementandtheprocurementpriceof

amanandboropaddy.Dataforimportcostsandsubsidieswereobtainedfrom

theFoodPlanningandMonitoringUnit(FPMU)oftheMinistryofFood(MOF)

andBBS.Itisassumedthatthecostofstorage,transportation,andsalariesand

wagesofemployeeswereincludedinthesubsidy.

Theanalysis(Table2.6)showedthatthecostsofprocurementandimport

havenotchangedduringthelast12yearsregardlessofanyfluctuationswehave

observed.Costsforsubsidies,ontheotherhand,havedeclinedduringthesame

period.TheaveragecostsofprocurementwasTk4,031.5millionwhilethe

averagecostsforimportsandsubsidieswereTk1,426.4andTk3,409.3million,

respectively,from1986/87to1997/98.Sinceseparateinformationforriceand

wheatisnotavailable,subsidiesofbothriceandwheatareconsidered.The

averageshareofwheatisthehighest(68%)intotalfoodgrainsdistribution

duringthelast12years.Itisworthwhiletonotethatthecostofsubsidiescould

havebeenless,ifthecostofsubsidizingonlyricehadbeenconsidered.

Thehighestcostsforprocurementwerein1991/92andthelowestwerein

1986/87.Importcostswerethehighestin1995/96becauseimportswerethe

highestinthatyear,andthelowestcostsforimportswerein1996/97when

bumperdomesticproductionreducedtheimportvolume.Andforsubsidies,the

highestcostswereobservedin1988/89,itwastheyearwhenBangladeshexperi-

enceditsworstfloodin50yearsandhugevolumeoffoodgrainsweredistributed

Table2.6. CostofRiceDistrbutioninthePublicSector

Year CostofRice Import Subsidy TotalCostof

Procurement Cost OnFoodDistribution RiceDistribution

(MillionTk) (MillionTk) (MillionTk) (MillionTk)

1986-87 965 863 5,000 6,828

1987-88 2,360 3,830 1 6,191

1988-89 3,019 193 6,440 9,652

1989-90 8,122 2,964 5,960 17,046

1990-91 6,601 58 3,810 10,469

1991-92 9,379 224 3,440 13,042

1992-93 2,152 126 1,530 3,808

1993-94 1,400 1 1,670 3,071

1994-95 1,379 2,492 2,730 6,601

1995-96 3,971 5,083 2,990 12,045

1996-97 5,699 101 3,450 9,249

1997-98 3,333 1,182 3,890 8,404

Average 4,032 1,426 3,409 8,867

Source:Costofriceprocurementisestimatedfromprocurementvolumeandprocurementcostimport
costandsubsidyoffoodaretakenfromFPMU,1999.
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throughthenon-monetizedandmonetizedchannels.Thelowestcostsforsub-

sidieswereobservedin1992/93.Thelowestsubsidiesofthatyearcanbe

attributedtoitsbumperricecropandstableweatherconditions.Itisworth-

whiletonotethatwhiletheprocurementcostsrepresentthesupporttothe

growers,importsanddistributionsubsidiesdelineatesupporttoconsumer.

Obviously,theaggregatesupporttogrowersislessthanthesupporttocon-

sumers.Eventhoughthecostofprocurementconsumesasignificantportionof

thegovernmentbudget,growersarenotobtainingthedirectbenefitsofthe

procurementpolicyaswasshownintheprevioussections.

3.AnalysisofPaddyandRicePrices

Inthischapter,thehistoricalpriceperformanceofriceinthe90sisexamined.

Thisperformanceisevaluatedthroughlong-termpricemovementsandintra-year

pricevariationsofretailprices.Inaddition,thepotentialprofitorlossto

growersandtraderswillalsobeexaminedherebyanalyzinginter-temporalprice

variations.

Itmustbekeptinmindthatthepriceofricepricediffersdependingon

varietyandquality.Examinationofricepricemovementsisonlymeaningful

whenthesamevarietyofmilledriceiscompared.Pricesofcoarsemilledriceis

examinedherebecausethisricerepresentsabout80%ofthetotalriceproduction

inBangladesh.

Timeseriesdataofretailandwholesalericeprices,andharvestpaddyprices

wereusedinthischapter.Monthlypricedataarenoteasilyavailablein

Bangladeshbecausetherearefew sourceswheremonthlypricedatacanbe

obtained.Therefore,dataforharvestpricesofpaddywereobtainedfrom a

reportbyBegum［1997］.TheBangladeshBureauofStatistics(BBS)collects

monthlydataofwholesaleandretailpricesofricefromonlysevenofsixty-four

districts.Averagepricesfortheseareashavebeenusedforthisstudy.Since

thepricebehaviorofallthemarketsinBangladesharesimilar［SaburandHaque

1993］,resultsbasedonpriceanalysisofthesesevendistrictscanbeappliedtoall

marketsinthecountry.

Toestimateretail,wholesaleandpaddyprices,12-monthmovingaverage

methodandseasonalindiceswereused.Alldatawasseasonallyadjusted.

Thelong-termmovementofdomesticpricesisdiscussedinsection3.1.A

detaileddiscussionofseasonalvariationsofricepricesisinsection3.2.The

seasonalricepricerangeisanalyzedinSection3.3,andthegrowers’and

wholesalers’potentialforprofitorlossisdiscussedinsection3.4.

3.1 Long-termMovementofDomesticPrices

Thelong-termmovementofthedomesticretailpriceofcoarsemilledricein

BangladeshisshowninFigure3.1.Somesignificantchangeswereobservedhere.
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Ricepriceonlyfellsharplyin1992/93(11%),1996/97(12.5%)and1999/00(10%)

afterincreasinginthepreviousyears.Thiscanbeexplainedbythefactthatthe

percapitaavailabilityofriceinthoseyearshadincreasedduetotheincreased

domesticsupplyfromamanpaddyin1992/93,aman,boroandauspaddyin1996/

97,andamanandboropaddyin1999/00.Favorableweatherconditionsand

stableinputsupplies［Drorsh2000］contributedtoincreaseddomesticsuppliesin

thoseyears.Asharpincreaseinpriceswasobservedin1994/95,1997/98and

1998/99.Thefertilizercrisis,duetomismanagement,in1994/95,adroughtin

1997/98,andrecord-breakingfloodsin1998/99resultedinasharppriceincrease

inthoseyears.

3.2 SeasonalVariationofRicePrice

3.2.1 SeasonalHighandLowPeriods

TheaverageseasonalindexofretailpricesofcoarsericeinBangladesh

followsthepatternshowninFigure3.2withlowperiodsinDecemberandhigh

periodsinApril.Theseasonalindexofanindividualyearshowsalmostthe

samepatternastheaverageseasonalindexfortheperiodofthisstudy.This

findingvariesfromthedataofAhmedandBernard［1989］,andAliandMikuni

［1998］AhmedandBernard［1989］foundthatthewholesalepriceofcoarserice

waslowinJanuaryfrom1960to1984whilethehighpriceperiodswereJulyand

May.WhereJulywasthehighpriceperiodfrom1960to1970;Maywasthehigh

pricetimefrom1972to1984.AliandMikuni［1998］observedthatthewholesale

priceofamanpaddywaslowinNovemberandhighinApril.However,the

presentanalysisindicatesthattheseasonalityofricepriceschangedinthe90s.

ThedifferencebetweenthepresentstudyandAhmedandBernard’scanbe

explainedbythetimeperiod.Onthecontrary,thedifferencewithAliand

Mikuni’s(1998)studymightbearesultofthecropchosentobestudied.Aliand

Figure3.1. RetailRicePriceTrendinBangladesh(estimatedby12-monthsmoving
averagemethod)

Source:CalculatedfromvariousissuesMonthlyStatisticalBulletin.
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Mikuni(1998)investigatedthepaddypriceofamanpaddy,whereasinthisstudy

theretailpriceofcoarsericewasexamined.

3.2.2 SeasonalVariationofRiceandPaddyPrices

Averageseasonalvariationsofpaddyprices,andretailandwholesalecoarse

riceprices(Figure3.3)reflectsomewhatdifferentpatterns.Theseasonalindex

ofpaddyreachesitslow inNovemberreflectingtheearlymaturingofaman

paddy.ItshighisinMarchbeforetheharvestoflocalboropaddyinApril.The

retailandwholesalemilledricepricesinBangladeshreachtheirpeakinApril

Figure3.2. SeasonalityofRicePriceinBangladesh(estimatedby12-monthsmoving
averagemethod)

Source:CalculatedfromvariousissuesofMonthlyStatisticalBulletin.

Figure3.3. SeasonalVariationofHYVPaddyandCoarseMilledRice
(WholesaleandRetail)PricesinBangladeshfortheYear1989/90to1999/00
Source:CalculatedfromvariousissuesMonthlyStatisticalBulletin.
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andtheirlowsinDecember.Thisdifferencereflectstheprocessingandtrans-

porttimefromruraltourbanareas.

3.3 SeasonalPriceRange

Intra-yeardifferencesbetweenpricesinthepeakandlowmarketingmonths

ofthemajorharvestseasonareanimportantindicationoftheviabilityoftherice

economy.However,theaverageseasonalpricerangeovermanyyearsprovides

onlypartoftheinformationneededtomakeaninformeddecision.Micro-

economicevaluationsuggeststhattheseasonalpricerangewithinasingleyear

isapttobemoreuseful［Mears1981］.Thepricerangesaredeterminedfrom

seasonallyadjusteddata.Theseasonalpricerangeisonewayofjudgingthe

government’ssuccessinmaintainingitsobjectiveofpricestabilityforconsumers

andproducers.

Table3.1illustratestheyearlyseasonalpricerangesforpaddyandcoarse

rice,afterremovaloffluctuationsovertheyearsforwhicheachpriceseriesis

available.Thepaddypricerangewasconsiderablyhigherthantheretailrice

prices.Thisisexplainedbythefactgrowers,becauseofstorageandfinancial

difficulties,cannotregulatesupplytodemand,andmustsellmostofthepaddyat

harvesttime.Thecomparativelysmallrangeinretailricepricefluctuations

reflectsthedegreeofconcernthegovernmenthastosatisfypoliticallyimportant

urbanareas.

Table3.1alsoshowstherangeofseasonalindicesforwholesaleandretail

ricepricesofcoarserice.Therangeofwholesalepricesisgreaterthaninthe

retailmarkets.Theretailer’slowpricerangecanbeexplainedbythefactthat

theysellonacashandcarrybasissotheyhavelowercosts.Thehigher

wholesalepricerangecouldhavebeencausedbyhoardingoritcouldreflectthe

Table3.1. SeasonalPriceRangeofPaddyandRicefrom1989/90to
1999/00

Year PaddyPrice WholesalePrice RetailPrice

Range(%) Range(%) Range(%)

1989/90 46.8 18.0 13.1

1990/91 21.6 10.6 3.7

1991/92 31.3 14.2 9.5

1992/93 39.7 15.5 13.6

1993/94 31.3 19.4 12.8

1994/95 32.4 16.1 12.2

1995/96 35.1 11.2 6.9

1996/97 30.6 14.7 12.1

1997/98 51.0 24.0 19.5

1998/99 27.7 16.0 17.0

1999/00 N/A 11.8 6.0

Note;N/A＝Notavailable.
Source:CalculatedfromrawdatathosecollectedfromissuesofMonthlyStatistical

Bulletin.
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higherriskandfinancialcostsofstorage.

3.4 ProfitandLossforHoldingPaddyandRice

Itiscommonlybelievedthatgrowersandtraderscouldbenefitfromstoring

paddyandrice.Growerssellthebulkofthemarketedvolumeimmediatelyafter

theharvestbecauseofstorageandfinancialconstraints,sotheyareunableto

takeadvantageoftheoff-seasonpriceincreases.Conversely,traders(here

wholesalers),whodealwithabulkvolumeofriceandhavestoragefacilities

profithandsomelyfrom off-seasonpriceincreases.Thisarea,however,needs

furtheranalysis.

Inordertoexaminethepricedifferencesfrom onemonthtoanotheritis

necessarytoestimatethecostofstoringpaddyandrice.Amodifiedformulaof

Mears［1981］hasbeenusedheretoestimatethemonthlycostofholdingpaddy

andriceforgrowersandwholesalersinBangladesh.Thefollowingequation

wasusedtoestimatethemonthlycostofholdingpaddyandrice:

CH＝［PHP(SL＋ IR)/N］＋SC (3.1)

Where,CH＝ Monthlycostofholdingpaddyorrice;

PHP＝ Priceofpaddyorricepertonduringbasemonth

SL＝ Storageloss(%)duringstorageperiod(month)

IR＝ Interestrate(%)duringstorageperiod(month)

SC＝ Storagecost(Tk/ton/month)

N＝Numberofmonthsstored(foraman,boro,ausare5,4,3

months,repectively)

Estimationofexpectedsellingprice(EP)isnecessarytocalculatethepoten-

tialofprofitandlossofgrowersandwholesalers.Itwasestimatedbyfollowing

theequation2.

EP＝PHP＋ CH (3.2)

WhereEP＝Expectedsellingprice

CH ＝storagecostofmonth(s)m;i.e.,Ch

Gain,ifPPR ＞EPandLoss,ifPPR ＜EP

Where,PPR isthePricereceivedbythefarmer/tradersinamonthm.

Mears［1981］usedtheformulatoestimatethecostofholdingpaddyandrice

bygrowersandtradersinIndonesia.HeconsideredNequals12toassessthe

monthlycostofholdingofpaddyandriceinIndonesia.Inthisanalysis,different

valuesofN havebeenconsidered.Mears［1981］assumedthatgrowersor

tradersstorepaddyorricefor12monthsonceitwasharvestedandpurchased.

InBangladesh,paddyisharvestedthreetimesayear,soMears’［1981］assump-

tionmightnotbefullyapplicablehere.InBangladeshthestorageperiodin

relationtotheharvestseasonwouldbefivemonthsforamanpaddy/rice,four

monthsforboropaddy/riceandthreemonthsforauspaddy/rice.Amanpaddy/

ricearrivesonthemarketinNovemberandremainstillMarch,boropaddy/rice

startsarrivinginAprilandlastsuntilJuly,andauspaddyarrivesinJuly-August
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andcarriesthroughOctober.Afurtherpresumptionisthatgrowersortraders

don’twanttostorepaddy/ricebeforetheharvestofthenextcropmainly

because:

i)theymightnotgetahigherpriceoncethenextcropisharvested,and

ii)theirstoragefacilitiesarenotadequate.

Growersusuallystorepaddyintheirhouseinmacha,gola,ber,jutebagsetc,

solong-termstorageisn’tpossibleconsideringthehumidweather,thepossibility

oftheft,ordamageduetopestandratinfestations.Tradersintheurbanareas

(wholesalers)havetheirownstoragefacilitieswithcementfloorsandroofs,

wheretheykeeppaddyinjuteorplasticbags.Long-termstorage,however,isnot

possiblemainlyduetoinferiorbuildingconstruction.Thesetraders,likethe

growers,donotstorericebeyondtheharvestofthenextcropforthefearof

humidweather,pestandratinfestation.Besides,storageininferiorfacilities

resultsinundesirableodorsandcolorsofthepaddyandrice.Qualityisoneof

themaindrawbacksofapoorlystoredproduct,whichresultsinalowerprice.

AssumingNneedsdifferentvaluesdependingontheperiodwouldbeappropriate.

Theresultoftheanalysiswouldonlyreflectthepotentialforprofitorlossforthe

farmerandwholesaler,iftheycouldstorepaddyorrice.

Bothnormal(1996/97)andabnormalyears(1994/95)wereconsideredhereto

understandthepossibilityofprofitorlossforgrowersandwholesalersineach

period.Theresultsoftwodifferentperiodswouldprovideabetterunderstand-

ingofthesituationforpolicydecisions.DetailsofthecostsareshowninTable

3.2.

Growers’costswereestimatedintwodifferentways.ColumnA(Table3.2)

representsthecostsofthestoragecreditprogramoftheBangladeshgovernment;

commonlyknownastheCropStorageCreditProject(SHOGORIP)managedby

theDepartmentofAgriculturalMarketing(DAM).Growersowninglessthan

2.02hectaresoflandareeligibleforthisprogram.Producersusedtosellpaddy

immediatelyafterharvestingduetostorageandfinancialconstraints.Under

thisprogram,totakeadvantageofthehighpriceperiod,growersareabletostore

paddyforupto9monthsandcangetloansagainstthecropstored.Thestored

Table3.2. BasisofCostofHolding

UsingDataof Begum& Varying

UsingSHOGORIP StoringatOwn FieldSurvey Only

Data Home InterestRate

RateofLoss

(%)/year
4 5 0.168 -

InterestRate

(%)/year
12 - 15.5 20

StorageCost

(Tk/maund/month)
3.7 - 1.3 -

Note:1maund＝37.32kg.
Source:Chowdhury(1992),Begum(1997),FieldSurvey.
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cropcanbewithdrawnanytimethefarmerdesires.Theymustrepaytheloan,

whichcarriesaninterestrateof12%,andthestoragecostsbeforethecropscan

bewithdrawnfromstorage.Monthlystoragecostsarecalculatedattherateof

10Taka for100-kgofpaddy.Storagelosswasestimatedas4% forgrowers.

Thiswasestimatedonthebasisoftheinformationcollectedfromgrowersand

warehousemanagersofSHOGORIP.

InColumnB,storagecostsandinterestrateswereomittedbecausethe

farmerusuallystorespaddyonthefarmandassumesthatitisdoneatnocost,

althoughtheremaybeanopportunitycostforthespaceinthehouseusedfor

paddystorage.Inthiscase,opportunitycostwasexcludedontheassumption

thatgrowerswhohaveusedtheirownfundstofinanceproductionhaveno

alternateuseforfundsatharvesttimethatrequiresthesaleofpaddy.Forthem,

thefinancingofpost-harveststorageofpaddycanbeconsideredfree.ColumnC

andDrepresentthestoragecostsofwholesaler’s.IncolumnDthesamecosts

wereconsideredexceptfortheinterestrate.Frominterviewswithwholesalers,

twokindsofinterestratewereidentified.Wholesalerscouldgetaloanfrom

publicorprivatebanks.Theinterestratebetweenthetwosectors(publicand

private)varies,sotwointerestrateswereconsideredheretoassessthepotential

Table3.3. ChancesofGainandLossofFarmersiftheyCanStorePaddy

Year Categories Conditions BaseMonth 12 1 2 3 5 6 7 9 10

12% interest

rate,4%
November(aman) L G G G - - - - -

1996/97 Growers
storageloss,

andTaka10/
April(boro) - - - - L L G - -

quintal

storagecosts
August(aus) - - - - - - - L L

0% interest

rate,5%
November(aman) G G G G - - - - -

1996/97 Growers
storageloss,

and0Taka
April(boro) - - - - L L G - -

storagecosts August(aus) - - - - - - - G G

12% interest

rate,4%
November(aman) G G G G - - - - -

1998/99 Growers
storageloss,

andTaka10/
April(boro) - - - - L G G - -

quintal

storagecosts
August(aus) - - - - - - - L L

0% interest

rate,5%
November(aman) G G G G - - - - -

1998/99 Growers
storageloss,

and0Taka
April(boro) - - - - G G G - -

storagecosts August(aus) - - - - - - - G G

Note:i)G＝GainL＝Loss;ii)12＝ Dec.1Jan2Feb3＝Mar5＝ May7＝Jul9＝Sept10＝Oct.
Source:CalculatedfromdataofBegumandformulaprovidedinthetext.
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forprofitorlossforthemunderdifferentsituations.Othercostsofwholesalers

forholdingwereestimatedfromsecondarysources.

Table3.3and3.4showtheprofitorlossofgrowersandtraders(also,see

appendix Tables).Somegeneralizationscan bemadefrom thesetables.

Growers’potentialforprofitfrom holdingpaddyislargerthanthatofthe

wholesalers.Thispotentialincreasesinabnormalyears,andinzeroopportunity

costsandzerostoragecostsperiods.Wholesalers’opportunityforprofitfor

holdingriceisfoundtobealmostnegativehereexceptinafewcases.Aman

paddyprovidesalargeropportunityforprofitinbothnormalandabnormal

periods.Growersalsocouldprofitfrom holdingauspaddyandthispotential

increasesinabnormalyears,andwithoutopportunitycostsandstoragecost

periods.

However,theconventionalwisdomisthatatraderprofitsfromholdingrice

wasnotproveninthisanalysis.Itistheastutetraderswhomightgainfrom

holdingricebut,ingeneral,atrader’spotentialforprofitfromholdingriceisvery

smallinBangladesh.

Table3.4. ChancesofGainandLossofWholesalersiftheyStoreRice

Year Categories Conditions BaseMonth 1 2 3 4 5 7 8 10 11

15.5interest

rate,0.168
December(aman) L G G G - - - -

1996/97 Wholesalers
storageloss,

storagecosts
May(boro) - - - - L L L - -

4Taka/

quintal
September(aus) - - - - - - - L L

20% interest

rate,0.168
December(aman) L L G G - - - - -

1996/97 Wholesalers
storageloss,

storagecosts
May(boro) - - - - L L L - -

4Taka/

quintal
September(aus) - - - - - - - L L

15.5intere

strate,0.168
December(aman) L L L L - - - - -

1998/99 Wholesalers
storageloss,

storagecosts
May(boro) - - - - L L L - -

4Taka/

quintal
September(aus) - - - - - - - L L

20% interest

rate,0.168
December(aman) L L L L - - - - -

1998/99 Wholesalers
storageloss,

storagecosts
May(boro) - - - - L L L - -

4Taka/

quintal
September(aus) - - - - - - - L L

Note:G＝Gain L＝Loss
Source:CalculatedfromdataofMonthlyStatisticalBook andformulaprovidedinthetext.
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4.RoleofGrowersandIntermediaries

Includingthegrowers,largenumbersof paddyassemblers,ricemillers,

wholesalers-cum-aratdarandretailersareengagedinthepaddy/ricetrading

businessinBangladesh.Eachofthemembersofthemarketingchannelhasan

importantrole.Adetailedanalysisoftheseintermediariesandgrowerswillbe

carriedoutinthischapter.

Dataforthestudywerecollectedfromallmembersofthemarketingchannel.

Growers’

datawerecollectedfrom twoareas,theSherpurandDinajpurdistricts.

Thesedistrictsareareaswitharicesurplus.Itshouldbenotedthatamanand

boropaddyarethemaincropsinthestudiedareas.Moreover,few growers

cultivateauspaddyinthesetwoareas.Therefore,alldatacollectedfromthe

gowersrelatetoamanandboropaddy.Datafor paddyassemblersandrice

millerswerealsocollectedfromthesetwoareas.

BecausericeistransportedmainlytoDhakafromtheareasstudied,datafor

wholesalersandriceassemblerswerecollectedfromtwomarkets;namelyfrom

Badamtali,Babubazaar,andBaddaofDhakaCity.Thesearetheimportant

wholesalemarketsofthecapital,Dhaka.Ricewholesalersarealsofunctioningin

theotherpartsofthecountry.Duetolimitationsoftime,itwasdifficultto

collectdatafromotherdistricts.Alldatawerecollectedfromthe2 weekof

Februarytothe3 weekofMarch2000.However,whenneeded,someofthe

respondentswerecontactedformoredatathroughanenumeratorinthemonths

ofAugustandSeptember2000.Someofthewholesalerswerealsocontacted

overtelephonefromSapporowhenneeded.

Mostoftherespondentswerereluctanttospendtimeonsuchanexhausting

job.Inmanycases,respondentsdidnotcooperateadequatelyaswasnecessary.

Insomecases,interviewerswereaskedtoprovidedocumentationtoprovethe

validityoftheirassignment,especiallywhileinterviewingthewholesalersand

millers.Theseandseveralotherreasonsledtheauthortofindalternativeways

ofdatacollection.Somecasestudiesof1to2respondentsfromeachgroupwere

includedtomakeupfordatalimitations.

4.1 StateoftheGrowersintheSurveyedAreas

Atotalof70growerswereinitiallyselectedforthestudy.Duetoinconsist-

enciesintheinformationgatheredinsomeofthescheduledinterviews,63

growerswereretainedforthefinalanalysis.Ofthetotalstudy,33and30

samplesrepresentfrom SherpurandDinajpurdistrictrespectively.Detailsof

theanalysesareasfollows.

Thebasicinformationobtainedfrom therespondentsissummarizedin

Tables4.1to4.5.Theaveragesizeofthefarmhouseholdis6.5persons.Acrossthe

districtsnationwide,thisaveragevariesfrom6to7personsperfamily.Respon-
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dentsintheDinajpurareahavethebiggestfamilies.Afrequencydistribution

showsthatmostoftherespondents(58.7%)havefamiliesof5to8persons(Table

4.1).

Table4.2showsthedistributionoflandareasoftherespondents.Itis

evidentinthetablethattherespondentsfrom Sherpurpossessmorelandthan

thosefrom Dinajpur.Morethan84% ofthegrowerswerefoundtobeowner-

operatorsinbothareasandtherestwereowner-cum-tenantoperators.The

percentageofowner-operatorsinallseasonswerethehighestinDinajpur(Table

4.3).

Therewerefourkindsofcroppingpatternspracticedintheresearchareas.

Twoofthepatternswerecommontobothareas, -potato- and -

mustard- .GrowersinDinajpuraremorediversifiedcomparedtothe

growersinSherpur(Table4.4).

Table4.1. FrequencyDistributionofFamilySizeoftheRespondents

1-4 5-8 9-12 Morethan12 AverageSize

persons persons persons persons ofHousehold

Sherpur 36.4 54.5 6.1 3.0 5.8

Dinajpur 10.0 63.3 20.0 6.7 7.2

All 23.8 58.7 12.7 4.8 6.5

Source:FieldSurveyFebruary-March2000.

Table4.2. DistributionofLandAreaoftheRespondents

Homestaed Pond OwnCultivable PerHousehold PerHousehold PerHousehold PerCapita PerCapita PerCapita

(ha) (ha) Land(ha) Homestaed Pond OwnLand(ha)Homestaed Pond OwnLand

Area(ha) Area(ha) (ha) (ha) (ha)

Sherpur 5.40 1.72 62.65 0.16 0.05 1.90 0.03 0.01 0.32

Dinajpur 3.58 1.21 55.16 0.12 0.04 1.86 0.02 0.01 0.26

Total 8.98 2.93 117.81 0.14 0.05 1.87 0.02 0.01 0.29

Source:FieldSurveyFebruary-March2000.

Table4.3. OperatingStatusoftheRespondentsintheSurveyedArea

Aman(1999-00) Boro(1999)

Owner Owner-cum Owner Owner-cum

Operator(No.) tenant(No.) Operator(No.) tenant(No.)

Sherpur 30(90.9) 3(9.1) 25(75.8) 8(24.2)

Dinajpur 28(93.3) 2(6.7) 28(93.3) 2(6.7)

Total 58(92.1) 5(7.93) 53(84.1) 10(15.9)

Note:Figureswithinparenthesesindicatepercentages
Source:FieldSurveyFebruary-March2000.

Table4.4. CroppingPatternoftheRespondents

Pattern1 Pattern2 Pattren3 Pattern4

Sherpur - Aman-Potato-Boro Aman-Mustard-Boro -

Dinajpur Aman-Wheat-Boro Aman-Potato-Boro Aman-Mustard-Boro Aman-Others-Boro

Source:FieldSurveyFebruary-March2000.
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4.2 Production,DisposalPattern,SellandPriceofPaddy

4.2.1 ProductionandDisposalPatternofPaddy

Theaggregatedproductionofpaddyintwoareasisabout236tonandthe

yieldrateis3.0tonperhectare(Table4.5).Acrossthedistrict,Dinajpurhasthe

highestyieldrateforbothpaddy.Theyieldratewasfoundtobehigherwhen

comparedtothenationalaverage,butconsistentwiththefindingsofDorosh

(1999),andShahabuddinandIslam(1999).Dorosh(1999),observedthattheyield

rateofamanpaddyvariesfrom 1.55to2.46tonperhaintheMymensingh/

Sherpurarea,andintheDinajpurareathatitvariesfrom 2.19to2.94ton.

AccordingtoShahabuddinandIslam(1999),theperhectareyieldofboropaddy

intheDinajpurareais4.9ton.

Figures4.1and4.2show thedisposalpatternofamanandboropaddy.

Figure4.1showsthatthegrowershold31%ofthetotalproductionofamanpaddy

forconsumptionandsellthebulkofthevolume(63.3%)aftertheharvest.

Betweenthedistricts,growersinSherpurholdlessforconsumptionandsellmore

whencomparedtothegrowersofDinajpur.

ThedisposalpatternofboroispresentedinFigure4.2.Itisevidentfromthe

figurethatthegrowerssellabout69% ofthetotalproductionwhileholding27%

forconsumption.Betweenthedistricts,thesalesratiowasthehighestin

Sherpur(79%).Theconsumptionratioofborowasobservedtobelowerwhen

comparedtotheconsumptionratioofamanpaddy.Itwastrueforbothareas.

4.2.2 SellingPatternandPricesReceivedbytheGrowers

Tables4.6and4.7showthesalesvolumeatdifferenttimesandtheprices

receivedbythegrowersinthoseperiods.Itisworthytonotethatwecouldnot

collecttherequiredinformationonthisfrom theSherpurarea;datafrom the

Dinajpurareaarepresentedhere.Itisevidentfrom thetablethatthemajor

Table4.6. AverageSell(ton)bytheRespondentsindifferentTime

SellingQuanitity Cumulative% ofSell

Aman(ton) Boro(ton) Aman Boro

1sttime 14.5 33.2 26.7 45.0

2ndtime 31.5 25.2 84.6 79.1

3rdtime 8.4 15.4 100.0 100.0

Note:Figureswithinparenthesesindicatepercentages
Source:FieldSurveyFebruary-March2000.

Table4.5. ProductionandYieldofAmanandBoroCropsintheSurveyed
Areas

Aman Yield Boro Yield

Production(ton) (ton/ha) Production(ton) (ton/ha)

Sherpur 83.7 1.7 172.4 3.5

Dinajpur 90.6 2.2 125.7 4.3

Average 87.2 2.0 149.1 3.9

Source:FieldSurveyFebruary-March2000.
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Figure4.1. DisposalPatternofAman
Source:FieldSurvev.Februarv-March2000

Figure4.2. DisposalPatternofBoro
Source:FieldSurvey,February-March2000
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portionofthequantityissoldinthe2 period(84.6%ofaman,and79.1%ofboro);

andsmallquantityremainsforsaleinthe3 period.Aswecouldnotcollect

salesinformationbymonth,itisdifficulttoidentifysalespercentagesbymonth.

ArecentstudyofJaim(2001)revealedthatgrowerssell25to42%ofamanpaddy

within15daysofharvesting,and64to87%ofpaddywithin45daysofharvesting.

Asforboropaddy,thesituationisslightlydifferent.Theysell67to84% ofthis

paddywithin70to75daysofharvesting.Sincethebehaviorofallgrowersin

Bangladeshismoreorlesssimilaralloverthecountry,andassumingthatthe

Jaim’scaseisrelevantinthepresentstudyareas,itcanbesaid

thatgrowershavelittleonhandtosellinthelatterperiod.Thus,they

cannotbenefitedfromtheconditionsinthelatterperiod.Fewgrowerscantake

theadvantageofthelatterhighprices.

Table4.7showsthesalespricesofpaddy,byvariety,receivedbygrowersin

differentperiod.Itisunderstoodthatconsideringthepricesbyvarietywouldbe

moreusefulincomprehendinghowpaddypricesvaryinBangladeshdependingon

variety.Asisevidentfrom thetable,inbothseasonstherewasapositive

relationshipbetweenpaddypricesandtimeofsale.Thiswastrueforall

varieties.Itisfurtherevidentfromthetablethatthepricesofallvarietieswere

notthesame.Pricedifferencesaremoreprominentwhenweshiftfrom the

coarsetomediumorfinevariety.Presumably,pricesforthecoarsevarietywere

thelowestandthepricesforthefinevarietywerethehighest.Thetablealso

illustratesthatthepricevariationintheboroseasonwashighercomparedtothe

amanseason.

4.2.3 ReasonsforBulkSellingandRe-purchaseofPaddy

Intheprecedingsectionitwasobservedthatgrowerssellthebulkoftheir

cropvolumewithinashortspanoftimeandcannotobtainthebenefitofahigher

paddypricethroughdelayedsaleseventhoughitwouldgivethemamuchhigher

return.Inthissection,weshalllookforthereasonsthatgrowerssellpaddy

withinashorttimespanaftertheharvest.AsisevidentinTable4.8,44.7% of

thegrowersrespondedthattheyneedcashtopurchasestrangeinputforthenext

crop,sotheysellthebulkofthecropvolumeimmediatelyafterthe

harvest.About25% oftherespondentsmentionedthattheyneededcashto

repayloans.

About18% oftherespondentssuggestedthattheysoldpaddywithinashort

Table4.7. SellingPriceofPaddybyVarietyReceivedbytheGrowers(Tk/ton)

Aman Boro

BR11 Sarna Pajam Katari BR3 Parija

(Coarse) (Medium) (Medium) (Fine) (Coarse) (Coarse)

1sttime 6,432.0 6,700.0 6,968.0 10,452.0 5,654.8 5,984.4

2ndtime 6,973.4 7,225.3 7,504.0 12,060.0 6,657.0 6,788.4

3rdtime 7,504.0 7,772.0 8,576.0 - 7,270.8 7,726.3

Source:FieldSurvey,February-March2000.
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spanoftimebecauseofinadequatestoragefacilities.Thetableconfirmsthat

majorityofgrowerssellpaddymainlyforcashneeds(81.7%).

Re-purchasingpaddyisacommonphenomenonamongthericegrowersof

Bangladesh.Manyofthegrowerssellthebulkoftheirpaddyimmediatelyafter

theharvestduetotheneedforcashtopurchaseinput,repayloans,paylabor

costs,provideforfamilyneeds,etc.Theycannotmeettheirowndemandfor

consumptionwiththeiravailablestockforalongtime,sotheybuypaddyorrice

ontheopenmarket,andsometimestakepaddyasaloanfromthelargegrowers

orlocalmahajan.Thepricesthegrowerspayareoftenhigherthanthoseinthe

sellingperiodwhethertheybuyontheopenmarketortakingaloan.The

conditionsofloanrepayments(paddy)arehard.Theyhavetorepaytheirloans

incashatcostshigherthanthemarketprice.

Table4.9showstheaveragere-purchaseofpaddybyseasonandtheprice

paidforit.Asisevidentinthetable,about19%oftherespondentsboughtback

paddyeitheronthemarketorasloansforconsumption.Theybought1.3,0.5,0.

6and0.4% ofallpaddysoldinthemonthsofJanuary,February,Marchand

Octoberrespectively.Betweenthetwodistricts,growersintheDinajpurbought

backsmallerquantitiescomparedtothegrowersinSherpur.

ItisfurtherevidentinthetablethattworespondentsintheSherpurareatook

paddyasloansinthemonthofOctoberfromlocalmahajan.Theytook80and

120kgofpaddyrespectivelywhentheywereinneedofit.Thepriceofthe

paddywasgenerallyhighatthetimeofre-purchase,thispriceincreaseeven

Table4.8. ReasonsforBulkSelling (%)

LoanRepayment InputPurch. LaborPayment InadequateStorage

Sherpur 36.4 39.4 24.2 -

Dinajpur 13.4 50.0 - 36.6

Average 24.9 44.7 12.1 18.3

Source:FieldSurvey,February-March2000.

Table4.9. AverageRepurchaseofPaddyandPricePaidbytheRespondentsbyMonth

Quantity(ton) Price/Kg

January February March October Total January February March October October

Sherpur
0.56

(6.0)

-

-

0.36

(9.1)

0.60

(12.1)

1.52［.80］

(27.2)

8.8

-

-

-

9.5

-

8.8

-

12.5

-

Dinajpur
0.16

(6.7)

0.28

(3.3)

-

-

-

-

0.44［.34］

(10.0)

6.7

-

8.0

-

-

-

-

-

-

-

All
0.72

(6.4)

0.28

(1.6)

0.36

(4.8)

0.6

(6.4)

1.96［.61］

(19.0)

-

-

-

-

-

-

-

-

-

-

Note:i)Tworespondentstookloan80and120kilogramofPaddyfromavillagemahajanduringOctober.For
whichtheyhavetorepayedcashagainstpaddy.EachKgpriceofpaddywasTaka8.81intheopen
market.
Buttheyhavetorepayed＠Taka12.5foreachkgofpaddy.Sotheypaid42%fortakingpaddyasloan.

ii):Figurewithin()indicatepercentagesofrespondentsre-purchasedandfigureswithin［ ］ indicate
percentagesofquantityre-purchased.

Source:FieldsurveyFebruary-March2000.
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furtherwhenthepaddywastakenasaloan.Itwasfoundthattheactualprice

theborrowerrepaidwas1.42timeshigherthanthemarketprice.Inthisway,the

lenderreceivesapremium abovethemarketpriceandalsomakessavingsin

dealings,storageandhandlingcosts.Therisksandcostsofmarketingare

transferredtotheborrower［Crow1994］.

4.2.4 SellingPriceversusRe-purchasePrice

Table4.10illustratesthesaleandrepurchasepriceofpaddy.Differences

betweenthesetwopricescaninfluencethegrowers’incomeifthebuy-back

volumeorthepricedifferenceisconsiderablyhigh.Itisevidentinthetablethat

growerspaid24.2and31.3% moreforbuyingbackamanandboropaddyrespec-

tively.Comparingthetwodistricts,thegrowersofSherpurpaidahigher

re-purchasepricecomparedtothegrowersoftheDinajpurarea.

4.3 WhereandWhomtheGrowersSellPaddy

4.3.1 PlaceofTransaction

Table4.11presentsthequantityofamanandboropaddymarketedbythe

growersinthesurveyedareas.Asisevidentinthetable,therewerelarge

variationsintheproportionofpaddysoldwhencomparingthedistricts.Inthe

Sherpurdistrict,themajorplacesofsale,intermsofquantity,werethevillage/

upazilamarkets(87.9% foramanand89.2% forboropaddy).IntheDinajpur

district,themajorityofsalesweredoneatthefarm/homestead(95.4% foraman

and78% forboropaddy).

4.3.2 WhobuysPaddyfromtheGrowers

Table4.12showsthemarketingchannelsofpaddybylocation.Almostthe

Table4.10. SellingPriceversusRe-purchasePrice

Aman Boro

Area Selling Purchase Percentage Selling Purchase Percentage

Price(Tk/kg) Price(Tk/kg) Increased Price(Tk/kg) Price(Tk/kg) Increased

A B C＝B/A 100 A B C＝B/A 100

Sherpur 7.3 9.1 24.7 6.7 8.8 31.3

Dinajpur 6.8 8.2 20.6 - - -

All 7.0 8.7 24.2 - - -

Source:FieldSurveyFebruary-March2000.

Table4.11. PaddySellfromHomeandintheMarketbytheRespon-
dents(%)

Sherpur Dinajpur

Home Market Home Market

Aman 12.1 87.9 95.4 4.6

Boro 10.8 89.2 78.0 22.0

All 11.5 88.5 86.7 13.3

Source:FieldSurveyFebruary-March2000.
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samepatternwasfollowedinbothareas.Themostimportantchannelwas

sellingdirectlytothefaria/bepari.About90%oftherespondentsintheSherpur

and91%respondentsintheDinajpurareasreportedthattheysoldpaddydirectly

tothefaria/bepari.Thesecondmostdominatingchannelwassellingdirectlyto

aratdar,commissionagents,whogenerallyoperatedformillers.Itwaslearnt

that,aftertheharvest,someofthegrowerssentsalablequantitiestotheware-

housesofthearatdarandmillersdirectlywithatacitunderstandingthatthe

aratdarsormillerscouldbeaskedforcashduringtimesofemergencyforthe

growers.Allpartiesacknowledgedthatthisproceduredidnotcreateproblems

duringcashtransactions.

4.4 AccesstoCreditandRepaymentCondition

4.4.1 AccesstoCredit

Growersneedcapitalforcropproduction.AsthegrowersofBangladesh

havelittlecashinhand,theyneedcashfromothersourcestocultivatetheircrops.

Otherthantheirownresource,theyborrow(money)eitherfromformalinstitu-

tionssuchasbanks,NGOs,etcorfrominformalsourceslikefriends,relatives,

neighborsandvillagemahajans.Bothformalandinformalsourceshavebeen

playingacrucialroleintheagricultureinBangladesh.Anattemptismadehere

toidentifythefinancialsourcesthatgrowercandependonfortheiragricultural

operation.

AsisevidentfromTable4.13,40% oftherespondentsinDinajpurand42%

oftherespondentsinSherpurhavetakenloansfromformalandinformalsources

forcultivating both aman and boro

paddy.Agreatdegreeofvariationin

the sources ofcreditwas observed

betweenthetwodistricts.Whileinfor-

malcreditwasprominentintheSherpur

area,formalcreditwasthemainsource

ofcapitalin the Dinajpur area.It

shouldbenotedthat,mainly,smalland

medium-sizedgrowersintheSherpur

areaacceptedinformalcredit.Ofthose

Table4.12. PercentageofRespondentsSoldPaddytotheIntermediariesandGovernment
Center

Sherpur Dinajpur

Faria/Bepari Aratdar RiceMiller
Government

Center
Faria/Bepari Aratdar RiceMiller

Government

Center

Aman 92.9 3 4.1 - 87.7 10 2.3 -

Boro 86.7 9.1 3.2 - 94.3 3.3 2.4 -

All 89.8 6.1 3.7 - 91 6.7 2.4 -

Source:FieldSurveyFebruary-March2000.

Table4.13. AccesstoCreditoftheRespon-
dents(%)

Formal
Informal

Bank NGO

Sherpur 9.1 - 33.3

Dinajpur 25.0 15.0 -

Note:Growersbelongtosmallandmediumtypehave
acceptedinformalcredit
Theirlandarearangefrom0.40to1.62hectare.
80% ofthem aresmalland20% aremedium
typegrowers.

Source:FieldSurvey,February-March2000.
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receivinginformalcredit,80% aresmallgrowersand20% aremedium-sized

growers.Theiraveragearearangesfrom0.40to1.62hectare.

Comparingthedistricts,growersinDinajpurreceivedthehighestamountof

creditfrombanks.GrowersinDinajpuralsoreceivedcreditfromNGOs.Inthe

Sherpurdistrict,thoughinformalcreditwascommon,theaveragecreditwas

higherfromformalsources.ThegrowersinSherpurdidnotreceiveanycredit

fromNGOs.Thetablefurtherrevealsthatthegrowersalsoreceivedcreditin

kind(paddy)from informalsourcesintheSherpurarea.Theannualinterest

ratesofbankloanswerethesameinbothareasbuttheinterestratesofNGOs

wererelativelyhigh(20%).Theinterestrateswerethehighestintheinformal

sector.Itwas120% perannum(Table4.14).Whydothegrowerstakeloans

frominformalsourceseventhoughtheinterestratesarehigh?Thereasonsare

many.ItwaslearntduringinterviewsintheSherpurareathatbankpersonnel

andthelocalbankdalals’(commissionagents)oftenharassedpoorgrowers(loan

applicants).Arespondentcomplainedthatin1999hetookaloanofTaka(Tk)

5,000fromtheagriculturalbankforborocultivation.Hepaid20% ofthetotal

loanamounttothebankpersonnelasabribeforreceivingtheloan.After

deductingbribetothebankpersonnelthenetloanamountstandsatTk4,000yet

theinterestratestoodofTk5,000.So,hedecidednottogotothebankfor

furtherloans.Besidesthis,therearemanyotherfactorswhichcausegrowersto

preferinformalcredittoformalcredit.Theseare:

i)Growersdonotgetbankloansintime,ii)thecumbersomeprocessofbank

loans(i.e.,thepoorandilliterategrowersdonotunderstandtheproceduresfor

abankloan),iii)theyneedtoshowahighcollateralvalueofassets,iv)the

presenceofcorruptbankpersonnelandthedominationofcommissionagents

inthebankareas,etc.havedivertedgrowersintheSherpurareafromformal

credittoinformalcredit.Inotherwords,itcanbesaidthattheproblemsof

gettingformalcreditareforcingthegrowerstorushtosourcesofinformal

credittocultivatetheircrop.Thus,theyaretrappedintheviciousofinformal

creditcycleandcannotgetoutofit(Figure4.3).

4.4.2 RepaymentProcedureofInformalCredit

SeveralrepaymentmethodsarefollowedintheSherpurarea.Theseare,i)

Table4.14. AverageLoan(Taka)takenbytheRespondentsandAnnual
InterestRateofLoan

Formal Informal

Bank NGO Cash Kind(kg)

Sherpur 5,000.0(13%) - 1,562.5(120%) 120

Dinajpur 14,222.2(13%) 5,000.0(20%) - -

All 9,611 5,000 1,563 120

- -

Note:Figureswithinparenthesesindicateannualinterestrateofloan.
Source:FieldSurvey,February-March2000.
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Figure4.3. ViciousCircleofInformalCreditinBangladesh
Source:FieldSurvey,February-March2000
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borrowingcashandrepayingwith10% interestratepermonth,ii)borrowing

cashandrepayingprincipalamountplus40kgofpaddy,iii)loaninkindand

repaymentincash.Thetwo-repaymentprocessesthatwerefoundprominentfor

takingoutloanswereloansinkindandrepaymentincash.Theseare,repay-

mentshouldbemadeatfixedrate.TheborrowershouldrepayTk500for40kg

ofpaddy.Theotherrepaymentprocessisthattheborrowershouldrepayloan

atthehighestprevailingpriceinseason.Asforexample,oneoftherespondents

borrowed160kgofpaddyattherateofTk8/kgduringnecessitybutrepaidTk

1,600for160kgofpaddybecausethehighestpriceofpaddywasTk10/kgatthe

timeofrepayment.Repaymentperiodvariesfromonetofourmonthsfromthe

loanperiod.

Thereisanotherrepaymentmethodofcashloanprevailingintheareathat

shouldbenoticedhere.Oneoftherespondentsownsrickshaw.Besidesfarm-

ing,hepullsrickshaw tomaintainfamily.Thisrespondenttookloanfrom a

villagemahajanduringacropseason.Becauseoftheconditionsofrepayment,

therespondenttookthemahajaninarickshawwhereverthemahajanwantedto

goforfreeuntiltheloanwasrepaid.Someoftherespondentsreportedthat

sometimesthemahajan’sinterestcalculationscompoundedthedifficultiesof

repayingtheirloans.ItcanbeportrayedthatmanyofthegrowersinBang-

ladesharestuckwithintheviciouscircleofinformalcredit.Itwaslearntduring

interviewthatthenumberofpeopleusinginformalcreditisincreasingwithinthe

Sherpurdistrict.Mostofthecreditrecipientsarefromthelowerstrataofthe

farmingsociety.Generally,thelargegrowersarelendingcapitaltothesmall

andmedium typegrowersintheresearcharea.Thesemoneylendersbesides

farming,alsohaveothersecondarybusiness.Theysupplycapitaltothebor-

rowermainlyfromownsource.However,itwaslearntduringtheinterviewthat

thesemoneylendersalsoutilizedthecapital,whichheborrowedfrombankfor

paddycultivation,forlendingtosmallandmediumtypegrowers.

4.5 IntermediariesinthePaddy/RiceMarketingandtheirCharacteristic

Chainsofintermediariesareworkinginthepaddy/ricemarketingofBang-

ladesh.Theyarekutials,faria,bepariandpaddyaratdars,ricemillers,assemb-

ler,wholesalersandretailers.Detailanalysisoftheseagentsmaybenefitstu-

dentsofagriculturalmarketing.Asenoughinformationisnotavailableonthese

intermediarieshowever,somemajorissuesconcerningthemisdiscussedforthe

understandingoftheroleandimportanceoftheseintermediariesinthemarketing

channel.ThefollowingdiscussionismainlybasedonthedataofSherpurand

DhakaCity.

4.5.1 /

/ :InBangladesh/SouthAsianliteratureonfoodmarketing,

thereisaslightdistinctionbetweenfariasandbepariswhichisbasedontheir

scaleofoperation［Baulchetal1997］.Insomestudiestheyarecategorizedas
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differentkindsofagents,andinsomestudies,theyareclassifiedinthesame

category.ThereisnoparticularguidelinesfromtheDepartmentofAgricultural

Marketing(DAM)ontheirfunctionforustofollow.Forthesimplicityofthis

discussion,thetermwillbeusedasfaria/beparitomeanthesametypeofpaddy

assemblers.

Faria/bepariarethenon-licensedsmall-scalepaddyassemblersoperating

mainlyinthevillagemarket.Theydonothavepermanentbusinesspremises,

travelfrom villagetovillageandpurchasepaddyfrom thegrowersdirectly.

Sometimestheyalsobuypaddyfromthevillagemarket.Somemembersofthis

groupalsoworkasagentsforthepaddyartadar.Onaverage,theyneedTk4,

000monthlytooperate.Generally,theyoperatetheirbusinesswiththeirown

capital.Theyuserickshawsandvansfortransportingpaddyfromthegrower’s

housetotheirownhouseandfromtheirownhousetothemarket.Thereisa

generalcomplaintagainstthemthattheyadoptunfairweighingmethodswhile

purchasingpaddyfromthegrowersandareabletokeepaprofitmargineven

sellingandpurchasingatthesameprice［Baulchetal1997］.Theystorepaddy

fromtwotoeightdaysattheirhouse.Themonthlytransactionsofthesepaddy

assemblersvaryfrom1to1.5tonofpaddy.

4.5.2 Paddy

Paddy :Paddyaratdarsarethecommissionagentswhogenerally

workforthemillers.However,therearesomepaddyaratdars,whodonotact

asmillers’agents,theyworkindependently.Bothcategorieshavepermanent

businesspremisesintheupazilamarket.Generally,theypurchasepaddyfrom

theupazilamarket.Someofthearatdarsbuypaddydirectlyfromthegrowers

ontheunderstandingthatthegrowerscanaskthem forcashanytimewhen

desired.

Ingeneral,aratdarsgetcapitalfromthemillers.Theysupplypaddytothe

millerswithin3to7daysoftakinganadvance.ThoseAratdarswhoworkfor

millershavelittlefreedomintheirpurchasingandsellingdecisions.Theyfollow

thedecisionsofthemillers.Onaverage,theygetTk50,000inadvancefromthe

millersforpurchasingpaddyandtherest,ifany,theyreceiveafterdeliveringthe

fullquantityofpaddy.Millersbearalltheexpensesofbuyingpaddy.They

cometothearatdarspremisefortakingpaddyfordelivery.Inreturnforthe

service,aratdarsreceiveTk.4foreach40-kgofpaddyascommission.Those,

whodonotactasagentsofmillers,utilizetheirowncapitalforthebusinessand

actindependently.

Thearatdarsstorepaddyforafewdays,ifundelivered,attheirbusiness

premise.Theaverageperiodofstoragevariesfrom3to7days.Theyhandle

morethan900tonofpaddyannually.

4.5.3 RuralRetailer

Ruralretailers:Theyaretheseasonalriceretailers.Thesesmalltraders

purchasepaddyfromthegrowersdirectlyatthevillagemarket.Parboiledand
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driedatthehomeyardbyfamilylabor.Thedriedpaddyisthentakentothe

smallricemillssituatednearbyclosetothevillagemarketformilling.After

milling,theysellthericetothevillageconsumersduringtheweekly(hat)and

dailybazaardays.Theirmonthlytransactionsvaryfrom0.9to1tonofpaddy.

Ingeneral,marginalandlandlessgrowers,andrickshaw orvanpullersare

involvedinthistypeofbusiness.Thesericeretailersalsoworkforthearatdars

asdailylaborers.

4.6 RoleofRiceMills

4.6.1 RiceMillersasPaddyPurchaser

Table4.15showsthesourcesofpaddysupplytoricemillsbyarea.The

tablesuggeststhat,inbothareas,commissionagentsmainlysupplypaddytorice

mills.A detaileddiscussiononthemillers’patternofpaddypurchasingis

discussedbelow.Itisworthwhiletonotethatthefollowingdiscussionismainly

basedontheSherpurarea.ItwouldhavebeenworthwhileifDinajpurhadbeen

alsoincludedinthediscussion.Becauseoftimeconstraintswecouldnotcollect

detailedinformationonthepatternofpaddypurchasingintheDinajpurarea.

Nevertheless,thefollowingdiscussionshouldprovidesomeideasabouttherole

ofricemillersinthepaddy/ricemarketingsystem.

RicemillersintheSherpurareaarethemostsignificantmembersofthe

marketingsystem.Infact,theyplayavitalroleinpaddypurchasingandselling

operations.Theybuypaddyeitherdirectlyorthroughtheiragentsinthe

markets.Inourcase,wefoundthatallthemillersboughtpaddythroughthe

aratdar,acommissionagent,whohasapermanentbusinessshopintheupazila

market.Thesecommissionagentsgetcapitalinadvancefrom themillersfor

supplyingpaddytothemills.Theamountofmoneyvariesfrom milltomill.

Aratdarssupplypaddytothemillwithin7-15daysofreceivingmoney.How

muchpaddywillbepurchasedandatwhatpriceisthedecisionofthemillersand

iscontrolledbythem,aratdarshavelittlefreedominthesematters.

Afterreceivingtheirmoney,aratdarsareorderedtomaintaincontactwith

themillersfornecessarydirectionsonthepaddypurchaseprocess.Millers

closelyfollowthepriceofpaddyandthetransactionvolumesinnearbymarkets.

Thisinformationhelpsthemillerstodirecttheirsuppliersaboutfurthercourses

ofaction.

Table4.15. SourcesofSupplyofPaddy toRiceMills(%)

Locations Growers Fari/Bepari
Aratdars/Commission

Agents

Sherpur 9.8 20.6 69.6

Dinajpur 14.5 24.3 61.2

All 12.1 22.5 65.4

Source:FieldSurvey,February-March2000.
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Basedonthedirectionsreceived,aratdarssuppliedthedesiredquantityof

paddytothemillers.Forprovidingthisservice,suppliersreceivedafixed

commissionfrom themillers.Generally,millersbearallthepurchasingcosts.

Purchasinganddeliveringthepaddytothemillgateinvolvesnoriskforthe

aratdars.Theonlyrisktheyhaveistodeliver81-kgofpaddyinabag.Ifthey

failtodeliverthisquantity,millersmightrejectthetransaction.Thestandard

measurementofonebagis80-kginthestudyarea.Itshouldbementionedhere

thatthearatdarswillnotbeawardedwithextramoneyforsupplyinganextra

one-kgofpaddy,hewillreceivethepricethatisequivalentto80-kg.Thisisa

well-establishedpracticeintheareainterviewed.Tomaintainthestandardof

81-kgperbag,thearatdarsfollowunfairweighingmethodswhentheybuypaddy

fromotherpaddyassemblersorfarmers.Ontheotherhand,theassemblerswho

purchasepaddyfromthefarmersmightusethesameweighingmethodthatthe

aratdarsusuallypracticeanddeceivethefarmerinordertomaintaintheirprofit

margin.Weheardthiscomplaintfrom thefarmersduringtheinterviews.

However,thiscomplaintwasnotcrosscheckedwithotherparties.From the

abovediscussion,itcanbesafelysaidthattherigidityofsupplying81-kgof

paddyinabagtothemillersmustcertainlyforcethetraderstoadoptdiscrimina-

toryweighingpracticeswhentheyprocurepaddyfrom theprimarysuppliers.

Thisindicatesthatthegrowersincurlossesasprimarysuppliersofpaddydueto

discriminatoryweighingmethods.

4.6.2 By-productGeneration

Ricemillscanproducethreekindsofby-products;thesearericehusk,rice

branandbrokenrice.Theratiosoftheseby-productsarealsodifferent.The

ratiosofheadrice,ricehusk,ricebranandbrokenricevarybymilltypes.On

average,thesurveyedhuskingmillscouldgenerate63.0,17.5,15.0and4.5percent

ofheadrice,ricehusk,ricebranandbrokenricerespectivelywhileautomatic

millsproduceddifferentproportionsofheadrice,husks,branandbrokenrice

(Table4.16).Thepriceoftheseby-productsisnotthesameandcoulddiffer

dependingonthetype.Itwasreportedthattheby-productsofautomaticmills

havehighermarketvaluebecausetheproductsproducedbythesemillsareof

goodquality.Thequantityofby-productsproducedbyamillandtheirmarket

valuecouldinfluencetheprofitmargin.

Table4.16. MillingOutturnandBy-productsGenerationbyMillTypesfor40KgofPaddy

MillType
MillingOutturn

(Kg)

Husk

(Kg)

RiceBran

(Kg)

BrokenRice

(Kg)

Husky
25.2

(63.0)

7

(17.5)

6

(15.0)

1.8

(4.8)

Automatic
26.4

(66.0)

6.2

(15.5)

5.7

(14.3)

1.7

(4.2)

Note:Figureswithinparenthesesindicatepercentages.
Source:FieldSurveyFebruary-March,2000.
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Alltheby-productsthatamillproduceshaveseveralpossibleapplications.

Forexample,branandbrokenriceareusefulfeedforpoultry,livestockandfish,

whilericehuskshavebeenutilizedasfuelformillersandtheruralcommunity.

Millersgenerallyusehusksasfuelforsteaming.Amillerneedsroughly7,200

-kgofhuskstosteam40,000-kgofpaddy.Therestsofthehusks,ifany,theysell

eithertothevillagersortoothermillers.Villagersutilizethehusksforcooking.

Ontheotherhand,millerswhopurchasehusksfrom othermillersorfrom the

marketmakecharcoalsticks(thoseusedasfuel)byheatpressureinadifferent

machine.Villagersandsmallcitydwellerspurchasethesesticksforfuel.

4.6.3 DistributionofMilledRice

Themillersgenerallymarketthemilledricethroughprivatecommercial

channels.Whenamillerentersthemarket,hesellstheproductdirectlytothe

assemblerorwholesaler-cum-aratdarattheterminalmarket,orsellstothe

visitingtradersfromoutsidethelocalmarket［Rahman1998］.Inourcase,we

foundthatmillersaremainlysellingricetothewholesaler-cum-aratdarortothe

riceassemblersofDhaka,ChittagongandChoumuhani.Theaveragedistance

betweenthemillersandtheseareasvariesfrom200to680kilometers(km).Rice

istransportedbytruckinthoseareasbecauseofgoodroadconditions.

Figure4.4showstheseasonal(average)procurementofamanandboropaddy

bythemillers.Figure4.5,ontheotherhand,showsthetypicaldealingsofpaddy

andricebyamillerinthestudyareas.Bothfiguresproducealmostsimilar

transactionpattern.

4.6.4 EmploymentGeneration

Thelevelofemploymentprovidedbythisindustryisanimportantindicator

Figure4.4. PaddyProcuredbytheRiceMillersintheStudyAreas
Souece:FieldSurvey,February-March,
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ofitsperformance.AccordingtothereportofBBS1989,obtainedbothdirectly

andindirectly,16,448,000workerswereemployedinthericeindustry.Itshould

bementionedherethattheministryconcernedhasnotdonearecentstudyonthis

issue［Rahman1998］.

Wetriedtoidentifythelevelofemploymentgeneratedbythesamplemillers.

ThoseareshownfromTable4.17to4.19.Thisdiscussionismainlybasedonthe

dataofSherpurarea.Twenty-sevenmillshaveprovidedemploymentfor454

dailywageworkersofwhich62percentarefemale.Thedailywageratehowever,

variesbysex.Femalelaborersget69percentofthewagesofthemalelaborers

(Table4.17).

Table4.18showsthatthesemillshaveprovided118permanentjobs,ofwhich

Figure4.5. MonthlyTransactionofPaddyandRicebytheRiceMillers
Souece:FieldSurvey,February-March,

Table4.17. NumberofLaborsWorkingintheRiceMillsinaDayandtheirAverage
WageRate(Taka/day)

Male Female Total PerMill
Male

(Wage)

Female

(Wage)

Husky(25)
161.0

［38.0］

268.0

［62.0］

429.0

［100.0］
17.2 48.2 31.5

Auto(2)
11.0

［44.0］

14.0

［56.0］

25.0

［100.0］
12.5 55.0 40.0

All
172.0

［38.0］

282.0

［62.0］

454.0

［100.0］
16.8 51.6 35.8

Note:Figurewithin()indicatesampleno&figurewithin［ ］indicatepercentages.Laborno.areshownin
aggregateandwageinaverage

Source:FieldSurvey,February-March2000
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80.5percentareinhuskingmillsandtheremainingjobsareintheautomatic

mills.

Table4.19showstheannualemploymentofdailywageworkersandtheir

annualincomebysex.Inall,27millsprovidejobsfor122,580dailyworkersin

ayear,ofwhich46,440aremaleand76,140arefemale(seethenoteinthetable

forestimatingthenumberofannualworkers).Theaverageincomeofmale

laborerswasTk13,925(258USdollars)whiletheincomeforthefemalelaborers

wasTk9,653(about179USdollars).

Wedonothavearelatedstudytocomparetheemploymentsituationofrice

millswithotherindustries.So,inordertoshowtheimportanceofricemillsin

theoverallemploymentscope,wehavecomparedourresultswithpublisheddata

fromtheMinistryofPlanning［BBS1996］.Weunderstandthatthiscomparison

willreflecttheimportantplaceofricemillsinprovidingemployment.Refer-

ringtoFigure4.6,itcanbededucedthat,excepttheapparelsector,noneofthe

otherindustriescouldprovideascopeofemploymentaswideasthericemills.

Thenumberofjobsprovidedbyricemillswouldhavebeenmoreifalltherice

millshadbeenincludedinthisanalysis.

Table4.18. NumberofPermanentStaffsWorkintheMillandtheirAverageSalary
(Taka/month)

Manager
Machine

Man

Field

Supervisor

Night

Guard
Cook Purchaser Total

Husky(25)
24

(2269.5)

25

(2250.5)

19

(1691.0)

25

(1384.0)

2

(900)

-

-

95

［3.8］

Auto(2)
3

(3333)

14

(3029)

1

(4000)

4

(1800) -

1

(3000)

23

［11.5］

All
27 39 20 29 2 1 118

［4.4］

Note:Figurein()indicatesampleno.andaveragesalaryofthecorrespondingstaff&figurewithin［］
indicateaveragenumberofemployee.No.ofstaffsareshowninaggregate

Source:FieldSurvey,February-March2000

Table4.19. AnnualyEmployeddailyLabor(no.)intheRiceMillsbySexandtheir
AverageIncome(Taka)

Location
No.ofMale No.ofFemale

Total
Income Income

Employed Employed (Male) (Female)

Husky(25)
43,470 72,360 115,830 13,000 8,505

(38.0) (62.0) (100.0) ［241.7］ ［157.5］

Auto(2)
2,970 3,780 6,750 14,850 10,800

(44.0) (56.0) (100.0) ［275.0］ ［200.0］

All
46,440 76,140 122,580 13,925 9,653

(37.9) (62.1) (100.0) ［257.9］ ［178.8］

Note:No.ofemployedlabor&annualincomearecalculatedbyassumingthatamillisoperated270
daysayear. incomeofalaborfor270days.
Figureswithin()indicatesampleno.&percentage&figureswithin［］indicateincomeinUS
$.
1US$＝Taka54.0

Source:FieldSurvey,February-March2000
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4.7 RoleofRiceWholesaler-cum- andRetailersinRiceMarketing

4.7.1 Wholesalers-cum-

ThesetradersareimportantchannelsinthericemarketinginBangladesh.

Wholesalers-cum-aratdarusuallybuyriceontheirownpremisesfrom therice

assemblersandmillers.Theysupplyricetotheretailersanddistantwholesalers

takingcommissionsfrombothparties.Beingcommissionagents,theyalsotake

commissionsfrom themillerswhenthewholesalerssellriceonbehalfofthe

millers.Theyprovidestoragesupporttothemillerswhenneeded.

Itistheresponsibilityofthewholesaler-cum-aratdartopayallpurchasing

expenseswhenthewholesaler-cum-aratdarplacesorderstotheassembler.As

percondition,thericeassemblersbringricetothewholesalerspremiseseitherby

truckorboatorlaunch.Ontheotherhand,whenmillersandriceassemblers

requestwholesalersorretailerstoplaceordersforricewithwholesalers,the

wholesalerplaystheroleofaratdarandchargescommissionsfromallparties.

Theylevyequalcommissionsonbothsellersandbuyersforatonofrice.The

averagelevyforatonofriceisTk130(Tk65＋ Tk65).Thiscommissioncan

varydependingonthevarietyofrice.Accordingtoawholesaler-cum-aratdar,

hecollectsacommissionofTk150/ton(Tk75＋ Tk75)forcoarseandmedium

ricefromsellersandbuyers,andTk250/tonforfinerice(Tk125＋Tk125)from

sellersandbuyers.Sellerswillpayofftheiroverheadcostsincludingtransporta-

tion,loading,baggingetc.,andbuyerswillpayoffthecostsofunloadingand

producttransportation.

Wholesalers-cum-aratdarstorericefor2to10dayseitherattheirbusiness

premisesorinahiredwarehouse.Figure4.6showstheaveragetransactionsfor

ricebywholesalersinamonthinDhakaCity.Thefigurerevealsthatthe

averagetotalformonthlytransactionsforwholesalersis192tonsandthisvaries

from90to360tonsamongthetraders.Figure4.7showsinmoredetailtherice

Figure4.6. MonthlyTransactionofRicebytheRiceWholesalercumAratdar
inBangladesh Source:FieldSurvey,February-March,
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transaction(JanuarytoJuly)ofonewholesaler-cum-aratdar.Thisdatawere

takenfromthebankstatementofthetrader.Hehadtosubmitthisstatement

duringaloandisbursementfrom thebank.Thustherecouldbesomeover-

estimationsinthereport.Thefigureshowsthattheaveragemonthlypurchases

andsalesofthewholesaler-cum-aratdarsare244and238tonsrespectively.This

datadoesnotvarysignificantlyfromtheaveragedataofFigure4.6.

4.7.2 Retailers

Retailersarethelastchannelsofthericemarketingsystem.Theyhave

permanentshopsintheurbanandmetropolitanareas,purchasericefrom the

wholesaler-cum-aratdarandselldirectlytotheconsumers.Inthesub-urban

areas,retailersbuyricedirectlyfromthemillersandselltotheconsumers.

Onecanfollowthemarketingchannelofpaddy/ricedepictedintheprevious

discussioninFigure4.8.

5.ProfitabilityofGrowersandIntermediaries

Inthepreviouschapterwediscussedindetailtheroleofdifferentmembers

ofthepaddy/rice-marketingchannelinBangladesh.Itwasobservedinthe

chapterthateverymemberofthechannel,especiallythegrowers,ricemillersand

wholesalershavebeenthekeyroleindistributingpaddyandricefrom the

primarymarketstotheconsumers.Becausetheyhavebeenrecognizedasthe

keyplayersinthedistributingsystem itisimportanttoknow how arethey

benefitingfrom thedistributionsystem.Ananalysisontheprofitmarginsof

growers,ricemillersandwholesalers-cum-aratdarsiscarriedouttoknowhow

muchprofittheyaremakingfromthebusiness.Theanalysiscovers:marketing

Figure4.7. AverageTransactionofRicebytheWholesaler-cum-Aratdarsin
Bangladesh

Note:W1,W2,W3.....＝ Wholesalers
Source:FieldSurvey,February-March,2002.
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Figure4.8. PrivateSectorPaddyandRiceMarketingChannelintheSurveyedAreas
Source:FieldSurvey,February-March2000
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margin,shareofthegrowersinconsumer’sprice,profitmarginsofthegrowers,

millersandwholesalers.

5.1 ImportanceofStudyGrower’sShareandMarketingMarginsofPaddy/

Rice

Studiesongrower’sshareandmarketingmarginsofpaddy/riceareimpor-

tant,fortheyrevealmanyfacetsofmarketingandpricestructure,aswellasthe

efficiencyofthesystem［AcharyaandAgarwal1999］.Themagnitudeof

grower’sshareandthemarketingmarginsofpaddy/ricerelativetothepriceof

theproductindicatetheefficiencyofthemarketingsystem.Itreferstothe

efficiencyoftheintermediariesbetweentheproducerandtheconsumerinrespect

oftheservicesrenderedandtheremunerationreceivedbythem.Suchstudies

helpinestimatingthetotalcostincurredonthemarketingprocessinrelationto

thepricereceivedbytheproducerandthepricepaidbytheconsumer.The

knowledgeultimatelyhelpsustoidentifythereasonsforhighmarketingcosts

andpossiblewayofreducingthem.Theknowledgeofmarketingmarginshelps

ustoformulateandimplementsuiTablepriceandmarketingpolicies.

5.2 EstimationofGrowersShareandMarketingMarginsofPaddy/Rice

Grower’sshareforanagriculturalproductisthepricereceivedbythegrower

expressedasapercentageoftheretailprice.A marketingmarginforan

agriculturalproductisusuallyreferredtoasthepricedifferencebetweenwhat

theconsumerpaysfortheproductandthepricetheproducerreceivesfor

producingthatproduct［Mears1981］.Alsoitcanbeexpressedinpercentage.

Marketingmarginscanbecalculatedbetweendifferentlevelsofthemarketing

systembutdiscussioninthischapterwillconcentrateontheoverallfarmtoretail

ricemarketingmargin.Marketingmarginsvariesfromcommoditytocommod-

ity,dependingontheamountofprocessingandhandlingprocessofthecommod-

ity［AcharyaandAgarwal1999］.Evenforthesamecommodity,themargin

mayvaryaccordingtothevarietyofthecommodity,placeandtime.Anumber

offactors,suchasthemethodofprocessing,thelocationofthemarket,themode

oftransportationetcinfluencemarketingmarginsandcosts.

Itisunderstoodthatanalyzingthemarketingmarginscanbefullymeaning-

fulonlywhenthesamemilledriceorpaddyvarietiesarecompared.Lookingat

bothmacroandmicrodata,themarketingmarginsisexamined.

5.2.1 GrowersShareandMarketingMargins-MacroDataAnalysis

Ofthethreetypes,amanandboroisthemainpaddycontributingmorethan

90% ofthetotalproduction.Thereforethediscussionisfollowedforamanand

boro.Growers’shareoftheretailpriceforbothpaddyiscalculatedonthebasis

oftheiravailabilityinthemarket.Availabilityofthesepaddyisdefinedonthe

followingassumption.AmanpaddyisharvestedfromNovembertoJanuaryand

availableinthemarketuntilMarch,andboropaddyharvestedfromApriltoJune
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isavailableuntilAugust.Dependingontheirtimingofavailabilitygrower’s

share(GS)andmarketingmargins(MM)ofamanandbororicewereestimated

byemployingfollowingformulas.

GS＝(HPR/RPR)100 (5.1)

WhereGS＝Grower’sShare

HPR＝HarvestPriceofRiceofamonth

RPR＝RetailPriceofRiceofthecorrespondingMonth

HPR＝HPP1.5 (5.2)

WhereHPP＝HarvestPriceofPaddy

0.5＝ConvertionRatio

Generally,itisassumedthat1.5kgofpaddyisrequiredtoprocessing1kgof

rice.

MM＝［(RPR－HPR)/RPR］100 (5.3)

WhereMM＝MarketingMargins

Itisdifficulttoobtainmonthlydataofharvestandretailprice.Thisdata

wasobtainedfrom differentsourcesbecausealldatawasnotavailableina

particularsource.Dataofharvestpricewastakenfrom Begum［1997］of

DepartmentofAgriculturalMarketing(DAM),HandbookofAgriculturalStatis-

tics［1999］andJaim［2001］,anddataofretailricepriceswastakenfrom the

variousissuesofMonthlyStatisticalBulletin(MBS)publishedbytheBangladesh

BureauofStatistics(BBS).DAM andHandbookofAgriculturalStatistics

publishtheaveragedataofthecountry,andBBScompilesmonthlydataofretail

priceforthe7maindistrictsinBangladesh.Dataoftheseareasarecompiled

aboutdifferentricetypes:coarse,medium andfine,averagedataofthese7

districtshavebeenusedforanalysis.Thustheremaybesomevariationsinthe

resultnevertheless,theresultwillprovideaguidelinetounderstandinghow

growerssharechangesinBangladeshdependingonvarietyandseason.

Tables5.1and5.2showmonthlyshareofgrowersandmarketingmarginsof

amanandbororice,respectively.Itisevidentfrom Table5.1thatwithone

exception,growersshareinamanismorethan75% inmostoftheyears,andthe

Table5.1. GrowersShareandMarketingMarginofRetailRicePrice(Aman)

GrowersShare(%) Margin(%)

Nov. Dec. Jan. Feb. Mar. All Nov. Dec. Jan. Feb. Mar. All

1991-92 76.2 81.5 84.9 86.3 90.6 83.9 23.8 18.5 15.1 13.7 9.4 16.1

1992-93 74.2 71.5 76.0 77.7 78.4 75.6 25.8 28.5 24.0 22.3 21.6 24.4

1993-94 77.2 80.0 86.6 92.3 92.9 85.8 22.8 20.0 13.4 7.7 7.1 14.2

1994-95 76.1 82.0 86.7 89.9 92.8 85.5 23.9 18.0 13.3 10.1 7.2 14.5

1995-96 68.6 76.7 83.4 85.2 85.6 79.9 31.4 23.3 16.6 14.8 14.4 20.1

1996-97 66.2 67.3 71.8 77.2 84.3 73.3 33.8 32.7 28.2 22.8 15.7 26.7

1997-98 65.8 78.2 80.4 83.0 82.9 78.0 34.2 21.8 19.6 17.0 17.1 22.0

1998-99 78.4 84.1 85.4 86.7 85.3 84.0 21.6 15.9 14.6 13.3 14.7 16.0

Average 72.8 77.7 81.9 84.8 86.6 80.8 27.2 22.3 18.1 15.2 13.4 19.2

Source:DAM(1997),HandbookofAgricultural-Statistics(1999).
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averageshareisabout81%.Itisthehighestin1994/95whentheproductionof

amanpaddyhasdeclinedfromtheprecedingyear,andisthelowestin1996/97the

yearofbumperproductionofamanrice.ItisfurtherstatedintheTablethatthe

growers’shareisthelowestintheharvestingperiod(72.8%)andthehighestin

non-harvestingperiod(86.6%).Thissuggeststhatcomparedwithretailprice,

growers’priceincreaseathigherrateintheoff-season,sothegrowers’share

startedtoincreaseinthenon-harvestingperiodandmarketingmarginsstartedto

declineinthoseperiods.Theaveragemarketingmarginis19.2%.Acrossthe

month,thehighestmarginisinNovemberandthelowestisinMarch.The

analysissuggestingthatthegrowersarereceivingreasonablygoodsharefrom

amanrice,asthemarketingmarginisnothigh.

Theaverageshareofgrowersforbororiceisabout74%.Theshare

remainedalmostthesamein1997comparedto1991althoughthereweresome

fluctuations.Thefluctuationwasfoundbecauseofchangesinproductionof

bororice.Thehighestshareisfoundin1995whenthefertilizershortages

reducedthesizeof1995bororice.Thesharewaslowestin1993.Theseasonality

ofshareshowsthattheshareisthelowestinMaythemainharvestingtimeof

HYVboro,andstartedtoincreaseinJuneandthepeakisinJuly.Itstartedto

declineinAugustbecausetheausricestartedtocometothemarketinthis

period.Theaveragemarketingmarginsofbororiceisabout27%,anditisthe

highestinMay.Theanalysissuggestedthatbothinamanandboroseason

growersareabletogetgoodshareoftheconsumerprice.Growersshareis

relativelyhigherforamanrice.

5.2.2 GrowersShareandMarketingMargins-MicroDataAnalysis

Thestatusofgrowers’shareandmarketingmarginwerealsoworkedout

fromfieldsurveydata.Growerssellingpricewasobtainedfromsomeselected

respondentsfromSherpurandDinajpurareas.

Wecouldnotcollectdataofretailricepricefrom thefieldsurveydueto

reluctanceofrespondentsofprovidingmonthlydataonricetypes.Inthiscase

Table5.2. Grower’sShareandMarketingMarginofRetailRicePrice(Boro)

GrowersShare(%) Margin(%)

Nov. Dec. Jan. Feb. Mar. All Nov. Dec. Jan. Feb. Mar. All

1991 66.2 69.4 72.6 82.9 81.9 74.6 33.8 30.6 27.4 17.1 18.1 25.4

1992 76.2 73.8 78.5 82.5 79.8 78.2 23.8 26.2 21.5 17.5 20.2 21.8

1993 66.5 63.4 64.4 62.9 68.0 65.1 33.5 36.6 35.6 37.1 32.0 34.9

1994 76.2 75.1 77.3 77.4 80.4 77.3 23.8 24.9 22.7 22.6 19.6 22.7

1995 80.8 72.2 73.4 82.0 82.7 78.2 19.2 27.8 26.6 18.0 17.3 21.8

1996 63.8 63.7 68.1 71.1 69.8 67.3 36.2 36.3 31.9 28.9 30.2 32.7

1997 - 66.5 69.0 90.8 - 75.4 - 33.5 31.0 9.2 - 24.6

1998 - 57.0 64.5 - -

1999 - 62.8 66.0 - -

Average 71.6 69.2 71.9 78.5 77.1 73.7 28.4 30.8 28.1 21.5 22.9 26.3

Note:indicatesnotavailable.
Source:DAM(1997),HandbookofAgriculturalStatistics(1999).
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theretailricepricewassubstitutedbythepublisheddataofBBSassumingthat

thereislittlevariationbetweenthefieldsurveydataandpublisheddata.

Followingtheformulaoftheprecedingsection,theestimatedgrowersshareand

marketingmarginsareprovidedinTable5.3.TheTableshowsthatinbotharea

growerssharefromamanriceisrelativelyhigherfromthebororice.Inboth

crops,thegrowersshareincreasewithtime.Thissuggeststhatsellinginlater

periodsincreasestheprobabilityofgettinghighersharestogrowersandreduces

marketingmargins.Itmaybebecausethattherelativerateofincreaseofretail

ricepriceislowerthantherateofincreaseofharvestpriceinthoseperiods.The

TablefurtherrevealedthatthegrowersofSherpurreceivedhighersharefrom

bothcropscomparedwiththegrowersofDinajpur.Transportationcostsmight

beoneofthemainfactorsforwhichthegrowersofDinajpurreceivingrelatively

lowergrowersshare.Dinajpur-Dhakadistance(396km)isalmostdoublethe

distanceofSherpur-Dhaka(200km).Transportationchargeofonetonofrice

fromDinajpurtoDhakacostsaboutTk530andthetransportationchargefrom

SherpurtoDhakacostsTk375foronetonofrice.Theoveralltrendsofgrower’

sshareandmarketingmarginsofamanandborointhestudyareasshowthe

similarpatternofthemacrodata.Bothmacroandmicrodatasupportsthatthe

growersoftheBangladeshattaingoodshareoftheconsumerpricesothe

marketingmarginsarenotveryhigh.However,therelativesharefrom boro

riceislowerforgrowers.

Inthepreviouschapteritwasobservedthatmostofthegrowersareforced

tosellbulkoftheproductwithinshortperiodofharvestingbecausetheyneed

cashinhandforrepaymentofloan,purchasingofinput,laborpayment,etc.So

theycouldnotavailthemselvesofthehighpricesofpaddyalthoughdelayedsale

ofpaddycouldgivethemmuchhigherreturnsandhighersharesoftheconsumer

price.

5.3 ProfitMarginsofGrowers,RiceMillersandWholesalers-cum-

TheforegoinganalysisshowedthatthegrowersofBangladeshareableto

getgoodshareoftheconsumerpriceinthepresentricemarketingsystem.The

Table5.3. SeasonalityofGrowersShareandMarketingMargininthe
SurveyedAreas

Aman(1999-00) Boro(1999)

Area Particulars Nov. Dec. Feb. May Jun July

Sherpur GrowersShare(%) 82.4 81.5 87.4 67.0 72.0 78.7

MarkingMargin(%) 17.6 18.5 12.6 33.0 28.0 21.3

Dinajpur GrowersShare(%) 80.0 79.0 85.0 59.0 64.0 -

MarkingMargin(%) 20.0 21.0 15.0 41.0 36.0 -

All GrowersShare(%) 81.2 80.3 86.2 63.0 68.0 78.7

MarkingMargin(%) 18.8 19.7 12.6 37.0 32.0 21.3

Source:FieldSurvey,February-Mrach,2000.
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probabilityofgettinghighersharebythegrowersincrease,iftheycouldsellin

laterperiod.Marketingmarginsontheotherhandisdeclinedevenifthericeis

soldinlatterperiods.ThusitisclearthatricemarketingsysteminBangladesh

isfunctioningefficiently.However,thehigherorlowersharedoesnotportrait

theextentofbenefitofthegrowers.Furtheranalysisontheprofitmarginsof

growers,ricemillersandwholesalersisthereforenecessarytoascertainthe

extentofprofitmarginstheyreceiveformarketingpaddyorriceinthemarket.

Weshallnowdiscusshereonthecostsandnetbenefitsofgrowersandothermain

ricetraders.

5.3.1 ProfitMarginsofGrowers

Wehaveconsideredtheopenmarketpriceofpaddyinsteadoftheprocure-

mentpriceofthegovernmentbecausemorethan95% ofthepaddyissoldinthe

openmarket.Governmentpurchasesfewquantityfrom thegrowersdirectly.

Thecostofproductionofpaddyvariesfrom areatoarea.Becauseoftime

constraintsandunwillingnessofrespondents,wecouldnotcollectdataofthecost

ofproductionbyitemdirectlyfromthegrowers.Inthissituationweaskedthe

respondentstoprovidedataontheaveragecostofproductionbutdidnotget

satisfactoryreplyfromthem.Sowedecidedtousedataofotherstudies.The

FoodPlanningandMonitoringUnit(FPMU)publishyearlydataofcostof

production.Theycollectdataonthecostofproductioneveryyearfordetermin-

ingthesupportpriceofgrowers.ThusthedataofFPMUhavereliability.We

followedthedataofFoodPlanningandMonitoringUnit(FPMU)inthiscase.

Sinceinformationbyareawasnotpossibletoattain,sotheanalysisofgrowers’

benefitwasdoneontheaverageofthetwoareas.Despitethefactthatthe

sourcesofinformationaredifferent;itisbelievedthattheresultwouldprovide

someunderstandingonthenatureofgrowers’profitmarginsoftheresearched

areas.EstimatedaverageprofitmarginsofgrowersarepresentedinTable5.4

to5.7.

Theprofitmarginofgrowersisdefineddifferencebetweenthegrosscost

andthegrossincomeofthegrowers.Growers’costincludesthecostofproduc-

tion,costofre-purchasingofpaddy,andbenefitlostforkindpaymenttolabor.

Someofthegrowershavegivenpaddytolaborforitsserviceitisconsideredas

growerslostfornotsellinginthemarket.Sellingpriceisconsideredtoestimat-

ingthevalueofbenefitlostforlaborpayment.Grossincomeontheotherhand

is,incomefromsalesproceeds,andmarketvalueofpaddykeptforconsumption

andseed.Averagesellingpriceisconsideredinallcasesforestimatinggross

income.

Tables5.4to5.7showthatgrowerscouldbenefitbyproducingamanbut

productionofboropaddydoesnotprovidebenefittogrowers.Itcouldbe

because,generally,thecoarsetypepaddyisproducedinboroseason,inrecent

times,thepriceofthistypeofriceremainedlowinthemarketbecauseofbumper

production.Sothemarketpriceinmanycasesislowinthemarketandsome-
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timesthispricefallbelowthecostofproduction,especiallyimmediatelyafter

harvest.Growershaveashortageofmoney,soaretheysellingbulkofthe

volumeinstantlyafterharvestforrepaymentofloan,purchasingofinput.Asa

result,theycouldnotgethigherpricedespitethatthepriceincreasesinthelatter

period.SomenewsfromthedailiessuggestedthisistrueforalloverBangladesh

.Eveninsomeareasgrowersareforcedtosellpaddylowerthanthemarket

price,becauseofthehardagreementofinformalcreditinboroseason.Growers

needmorecashforboro,sinceitisacapital-intensiveproduct.

Ontheotherhand,itisexhibitedintheTablesthatamancouldgivepositive

Table5.4. GrowersCostsforAmanandBoroProduction(per
household)

Crop Cost Total Production

(ton/ha) Production Cost

Tk (ton)Tk Tk

A B C＝A B

Boro 6,620 2.4 15,888

Aman 6,539 1.4 9,155

Source:CalculatedfromthedataofFieldSurveyandFPMU(1999).

Table5.5. GrossIncomeofGrowersfromAmanandBoro(perhousehold)

Crops

Consumption

(ton)

A

Incomefrom

Consumption

(Tk)

B＝A APS

Seed

(ton)

C

Incomefrom

Seed

(Tk)

D＝CAPS

Sell

(ton)

E

Incomefrom

Sell

(Tk)

F＝EAPS

Total

Income

(Tk)

G＝B＋D＋F

Boro 0.64 4,275 0.05 318.1 1.70 11,356 15,950

Aman 0.43 3,138 0.09 663.2 0.90 6,566 10,367

Note:APS＝AverageSellingPriceofPaddyReceivedbytheRespondentsduringtheFieldSurvey.
Source:FieldSurvey,February-March,2000.

Table5.6. OtherCostsIncurredbytheGrowers(perhousehold)

Crop Re-purchase

(ton)

Re-purchase

Price(Tk/ton)

Re-purchase

Cost(Tk)

Payemntin

Kind(ton)

Costof

Payment(Tk)

Total

OtherCosts

(Tk)

A B C＝A B D E F＝C＋E

Boro 0.01 8800.0 83.8 0.03 169.7 253.5

Aman 0.02 8700.0 174 0.01 104.6 278.6

Source:FieldSurvey,February-March,2000.

Table5.7. NetIncomeofGrowersfromAmanandBoroPaddy(perhousehold)

Crop TotalCost

ofProduction

(Tk)

A

TotalOther

Costs

(Tk)

B

GrossCosts

(Tk)

C＝A＋B

GrossIncome

D

NetIncome

(Tk)

E＝D-C

Incomeas%

Costs

F＝(D/C)100

Boro 15,888 254 16,142 15,950 -191 99

Aman 9,155 279 9,434 10,367 933 110

All 12,522 266 12,788 13,382 371 104

Source:CalculatedfromTable5.4,5.5and5.6.
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returnstogrowers.Itcouldbebecausethatthepriceofalltypesofpaddy

(coarse,medium,andfine)isincludedforanalysis.Generally,growerproduces

coarse,medium,andfinetypeofpaddyinthisseason.Priceofmediumandfine

paddyprevailmuchhigherfromcoarsepaddythereforetheinclusionofallprices

shouldhaveresultedpositivemarginstogrowers.Thesemarginscouldhave

beenmuchhigherifgrowerscouldstorepaddy.Theymighthaveearnedposi-

tivemarginsevenfromboropaddy,iftheycouldstoreboro.Buttherealityis

thatgrowershavelimitedscopeofstoringpaddyinBangladesh.

5.3.2 ProfitMarginsofRiceMillers

ThreetypesofricemillsareavailableinBangladesh:husky,major,and

automatic.Theper-hourmillingcapacityofthesemillsis＜1ton,＞＝ 1but＜

2tonand＞＝ 2ton,respectively.Thispaperhereafterreferstothemassmall,

medium,andlargemills,respectively.Medium-typemillswerenotfoundinthe

studyarea;thereforethisanalysiswasconfinedtosmallandlargericemills.

Threehundredandfive(305)smalland2largericemillsoperateintheSherpur

district.Forthisinvestigation,27millownerswereinterviewedintheyear2000

duringFebruaryandMarch.Ontheonehand,25smallmillswerechosen

randomly.Ontheother,the2largemillsoperatingintheresearchareawere

bothinterviewed.

Thegoalofanentrepreneuristoobtainareasonableprofitmarginfroma

business.However,itwasdifficulttocollectbusinessdata,especiallyfrom

thosewhoavoidedgivingusaccesstothisinformation.Duringinterviews,the

responsesofmillersledustoassumethatricemillingisnotaprofitablebusiness.

Inthesescenarios,wecomputedthebreak-evensellingprice(BP)ofmillersby

employingtheformulapresentedbelow.Theuniquenessofthemethodisthatit

considersthevalueoftheby-products,whichthemillersoftensellinthemarket

forcash.Thisisanincomereceivedbythemillersandcouldinfluenceits

margin.Sothevalueoftheby-productsmustbecalculatedtoanalyzethe

marginofthemillers,andthereforetheconceptwouldbeappropriatehere.A

miller’smarginwasestimatedbydeductingBPfromthenetsellingprice(NSP).

TheNSPwascomputedbydeductingthetransportationcost(TC)andcommis-

sionagentcost(C)fromtheaveragesellingprice(SP)ofrice.Thiswasdoneby

usingtheinformationobtainedfrom therespondents.Thusthepossibilityof

overestimatingcostswaseliminatedfromtheanalysis.Wecouldnotcollectthe

seasonalsellingpriceofricebecauseofthereluctanceoftherespondents;there-

foretheaveragesellingpricewasusedinthisanalysis.Althoughthisprice

mighthavesomelimitationsonpredictingthemillers’profitmargins,theresult

willprovidearoughideaonthemarginthatmillerscouldobtainfrom the

rice-millingbusinessinBangladesh.

Shepherd［1993］subtractedthevalueofby-productsfromthesummationof

purchasepriceandprocessingcosttoestimatethebreak-evensellingprice.

Notwithstanding,inourstudywemodifiedtheformulabyaddingupthetranspor-
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tationcostandcommission.ThismodificationisbasedonmillersinBangladesh

notonlyprocessingpaddy,butalsosellingtheprocessedricetodistantwhole-

salersandriceassemblers.Sothemillersmustbearthetransportationcostsas

wellasthecommissionsofaratdars(commissionedagentswholevyfixedcommis-

sionsonsellersandbuyersalike)whensellingricethroughthem.Thereforethe

incorporationoftransportationcostsandcommissionoftheintermediarieswould

beworthwhileinanestimationofthebreak-evensellingprice.IfBP＞ NSP,it

isanunprofitablebusiness,ifBP＝ NSP,thereisnoprofitmargin,andifBP＜

NSP,ricemillingisaprofitablebusiness.Thefollowingformulawasemployed

toestimatethebreak-evensellingpriceandprofitmarginofthemillersfor1kg

ofricebyvariety.

BP＝［｛(PP＋PC)－VBP｝1.58］＋TC＋C (5.4)

WhereBP＝Break-evensellingpricePP＝Paddypurchaseprice

PC＝Processingcosts TC＝Transportcostofselling

C＝Commissionofaratdar

VBP＝Valueofby－products(Valueofricebran＋Valueofbrokenrice)

Valueofricebran＝Priceof1kgofricebranmultipliedbytheconver-

sionratio

Valueofbrokenrice＝Priceof1kgofbrokenricemultipliedbythe

conversionratio

1.58＝Conversionratio(1.58kgofpaddyisrequiredtoproduce1kgof

rice)

NotethattheFAOassumed66percentmillingout-turn,butinthiscase

themillingout-turnofsmallmillerswas63percent;thustheconversionratio

standsat1.58.

M＝NSP－BP (5.5)

WhereM＝Marginofthemiller NSP＝Netsellingpriceofrice

Inruralareas,ricebranandbrokenriceareusedforfeedingfish,poultry,

andlivestock,andthericehuskisusedasanalternativesourceoffuel.Some

bulkofthehuskisusedforsteamingpaddyinthemills,buttheremaininghusk

andallthebranandbrokenriceareusuallysoldinthemarket.Theappropriate

volumeofsoldhuskwasdifficulttoquantify.Subsequentlyitsvaluewasexclud-

edfrom thecomputationofthetotalvalueofby-products.Becausethelarge

millerswerereluctanttocooperate,necessaryinformationwasobtainedfromthe

samplesmallmillerstoestimatethebreak-evensellingprice.Millersinformed

usthata52kgbagofbranwassoldatTk40(0.77Tk/kg),andan80kgbagof

brokenricewassoldatTk210(2.63Tk/kg)atthetimeofinterview.Thusthe

perkgaggregatevalueoftheby-productsaftermultiplicationbytheirrecovery

ratioswasestimatedtobeTk0.23.Therecoveryratiosofsmallmillswere63.

0,17.5,15.0,and4.5percentforheadrice,husk,ricebran,andbrokenrice,

respectively.Andforlargemills,thesewere66.0,15.5,14.3,and4.2percent,

respectively.
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SomemethodologicalexpressionsofTable5.8areimportanttonote.The

millersstatedthattheypurchase80kgbagsofpaddyfromthesuppliers.But

accordingtosomesuppliers,generally,asupplierinthestudyareamustusually

supplyan81kgbagofpaddytothemillersinsteadofthenormal80kgbag,

receivingnopayfortheextrakg.TheycallthisprocedureDhalta.This

practicewascross-checkedwithothermillers,andtheyconfirmedit.Therefore

thepurchasepriceofpaddywasdividedby81kgtoestimatethe1kgpriceof

paddy.Forothervariables,thestandardmeasurementoftheresearcharea(80kg)

wasfollowedtoestimatethecostsandmarginfor1kgofrice.Thepurchase

priceofpaddyincludestransportationcost,commissionofthesupplier,and

loadingcharge.ThedataofboropaddywasusedinTable5.8andtheanalysis

revealedthatthemillershadsoldallvarietiesathighervaluesthanthebreak-

evensellingprice;theiraverageprofitmarginwasTk0.12/kg,oscillatingfrom

Tk0.10toTk.0.16,dependingonvarieties.BR-14registeredthehighestmargin

andBR-26thelowest.Thesemarginsarehighercomparedwiththefindingsof

Baulchetal.(1997)andRahman(1998).Thereasonforourhighermarginis

becauseweincludedthevalueofby-productsthattheotherstudieshavefailedto

recognize.Table5.9showsmonthlyprofitmarginsofricemillers.Itwas

estimatedbymultiplyingtheaverageprofitmargins/ton(Tk120)withthe

monthlytransactionofrice.TheTableshowsthattheprofitmarginsofmillers

varyfromTk4,752to9,156.TheaverageprofitmarginsofmillersareTk7,305.

Table5.8. AverageCosts,Break-evenSellingPrice,andMarginObtainedbyAlltheSample
SmallMillersfrom1KgofPaddy&RicebyVariety

Items BR-3

(Coarse)

BR-14

(Coarse)

BR-28

(Coarse)

BR-26

(Coarse)

All

1.TotalPurchasePriceofPaddy(Tk.) 6.42 6.67 6.41 6.17 6.42

2.ProcessingCostofPaddy(Tk.) 0.49 0.49 0.49 0.49 0.49

3.By-productValueofPaddy(Tk.) 0.23 0.23 0.23 0.23 0.23

4.NetPurchasePrice［(1＋2)-3］ Tk. 6.68 6.93 6.67 6.43 6.68

5.NetPriceofRice(4 1.58)Tk. 10.55 10.95 10.54 10.16 10.55

6.TransportationCost(selling)Tk. 0.46 0.46 0.46 0.46 0.46

7.Commission(selling)Tk. 0.13 0.13 0.13 0.13 0.13

8.Break-evenSellingPrice(5＋6＋7)Tk. 11.14 11.54 11.13 10.75 11.14

9.NetSellingPrice(Tk.) 11.25 11.70 11.25 10.85 11.26

10.Margin(9-8)Tk. 0.11 0.16 0.12 0.10 0.12

Note: BR3,BR-28andBR-26arethenameofvarietiesthosecultivatedinboroandausseason.
Source:FieldSurvey,February-March,2000.

Table5.9. MonthlyIncomeofRiceMillersintheStudyArea

May June July August Avarage

Transaction(ton) 54 76 74 40 61

ProfitMargin/ton 120 120 120 120 120

NetReturn 6,492 9,156 8,820 4,752 7,305

Sourse:TransactionwasestimatedfromFigure4.7andProfitmarginwasestimatedfromTable
5.8.
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Also,millers’marginscanvarydependingonthevolumeoftransactionandprofit

marginsbyvariety.

5.3.3 ProfitMarginsofRiceWholesaler-cum-

Therearemanywholesaler-cum-aratdarsfunctioninginBangladesh.They

arescatteredalloverthecountry.AsstatedinChapterIVthatdataofwhole-

salerswerenotcollectedfromalloverthecountryduetotimeconstraintsand

otherfactors.Dhakawaschosenforsamplingforthestudybecauseitisthe

maintransitofricedistributiontoalloverthecountry.Thereareseveral

numbersofwholesalemarketsintheDhakaCityandnearbyareas.Major

portionsofprocessedriceafterprocessinginthericemillscometodifferent

wholesalemarketsofDhakafordistributiontootherwholesalemarketsof

Bangladesh,andretailersofDhakaandurbanareas.So18samplerespondents

wereinterviewedfromthreewholesalemarketsofDhakaforthisstudy.

Itisgenerallydifficulttogetdatafrom theseintermediariesbyitem.

However,attemptsweremadetoconvincethemtogetreliabledataforanalysis.

Datawerecollectedintwostages.Firstlyaveragedataonricepurchaseand

selling,costsofbusinesstransactionetcwerecollectedfromallrespondents,and

secondly,somedetailsinformationonseasonalityofricetransaction,strategyof

wholesaleandaratdarbusinesswerecollectedfrom asamplerespondentfor

computingprofitmarginsofwholesaler-cum-aratdar.Theanalysisistherefore

doneintwostagestograspthenatureofprofitmarginsofthesericetraders.

Thoughthesamplerespondentsdonotrepresentthecountryasawhole,neverthe-

lesstheresultwouldprovidesomeideasontheprofitmarginsofwholesalerscum

aratdarintheresearcharea.Itcouldhavebeenworthwhileifdataofwholesale

andaratdarbusinesswerecollected.Butreliabledataofwholesalebusiness,

especiallyonthepurchasepriceandsellingpriceofriceweredifficulttocollect,

sotheprofitmarginsofaratdararecalculatedinthissection.

Table5.10showsaveragecostspertonofwholesaler-cum-aratdar.Itis

suggestedintheTablethatthetradersbearlesscostwhentheyarecommission

agents.Theyarenotresponsiblefortransportationandlaborcostsinthiscase.

Ascommissionagents’,themaincostsoftradersaresalaryofpermanentstaffs

(45.2%)andrentofthepremise(41.7%).Thetransactioncostofatonofrice

calculatedforaratdar’sisTk92.5.

Table5.11presentsprofitmarginsofaratdar(commissionagents).The

Tableshowsdataof18wholesaler-cum-aratdars.Onaveragetraders’levy

Table5.10. AverageCosts(perton)ofWholesaler-cum-AratdarinBangladesh

Particulars

Rent

(Tk)

Telephone

(Tk)

Electricity

(Tk)

Salary

(Tk)

Donation

(Tk)

Tax

(Tk)

License

(Tk)

TotalTransaction

Cost(Tk)

A B C D E F G H＝A＋B＋C＋D＋E＋G

AsAratdar 38.6 5.3 3.9 41.8 0.5 2.2 0.2 92.5

Percentage 41.7 5.7 4.2 45.2 0.5 2.4 0.2 100.0

Source:FieldSurvey,February-March,2000.
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commissionbothonricemillerandretailerattherateTk65/ton.Theaggregat-

edcommissionisTk130/ton.GrosscostoftransactionisTk92.5/ton.Net

returnafterdeductingfromgrosscostisTk37.5/ton.Multiplyingnetreturnwith

averagesell192.2tons/monthtotalnetreturnofaratdarsisTk7,206.However,

totalnetreturncanbevariedfromTk3,375toTk13,500.

Table5.12showsmonthlynetreturnofawholesaler-cum-aratdarin2000.

Informationwascollectedfrom oneoftherespondents.Thisrespondentwas

veryhelpfulduringinterview.Asperrequesthesenttheauthorsomerequired

informationbysurfacemail.Afterreceivingdatainhandtheauthorcalledthe

traderfromSapporotoDhakaforsomemoreinformationinthemonthofApril

2001.Theconversationwaslastedfor70minutes.Duringinterviewtherespon-

dentinformedthattherearesomecommissionagentswholevydifferentcommis-

sionsfordifferentvarieties.Accordingtohim,thecommissionforcoarseand

medium riceisTk150/ton,andforfinericeisTk250/ton.Becauseofthe

variationofsupply,theylevydifferentcommissions.Thesupplyofcoarseand

mediumriceismorethanthesupplyofthefinerice,sothecommissionofcoarse

andmediumriceislessthanthecommissionofthefinerice.Becauseofinade-

quatedataoffinerice,monthlyprofitofthewholesalerisestimatedforcoarse

rice.Table5.12showsmonthlynetreturnofawholesaler-cum-aratdarinthe

yearof2000.ThecalculatedmonthlyincomeofaratdarvariesfromTk5,175to

7,705.TheaverageprofitmarginisTk6,095.

5.4 GrowersPotentialforProfit

Intheprecedingsection,itwasobservedthattheprofitabilityofgrowers

comparedtothericemillersandwholesalersislow.Thereturnfrom borois

negative.Inthissection,howbenefitcouldberenderedtogrowerswouldbe

discussed.Thisapproachisdevelopedontheinformationobtainedfromsomeof

thegrowerswhoarethemembersoftheCropStorageCreditProgram(SHOGOR-

Table5.11. ReturnofWholesale-cum-AratdarinBangladesh

Commission

(Tk/ton)

Transaction

Cost(Tk/ton)

NetReturn

(Tk/ton)

MonthlyAverage

Sales(ton)

MonthlyNet

Return(Tk)

A B C＝A-B D E＝C D

AsAratdar 130 92.5 37.5 192.2 7,206

Note:Figurewithinparenthesesindicaterante.
Source:Table5.10andFieldSurvey,February-March,2000.

Table5.12. MonthlyCostsandReturnsofaWholesaler-cum-Aratdar

RoleAs Particulars Tk/ton January February March April May June July Average

(Tk) (Tk) (Tk) (Tk) (Tk) (Tk) (Tk) (Tk)

Transaction(ton) - 134.0 129.0 97.0 90.0 97.0 91.0 104.0 106.0

Aratdar Costs 92.5 12,395 11,933 8,973 8,325 8,973 8,418 9,620 9,805

Commission 150.0 20,100 19,350 14,550 13,500 14,550 13,650 15,600 15,900

NetReturn 57.5 7,705 7,418 5,578 5,175 5,578 5,233 5,980 6,095

Source:CalculatedfromTable5.10,andmonthlytransactionobtainedfromwholesalercumaratdarduringthe
interview.
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IP)inDinajpurdistrictofBangladesh.Thisprogramisfunctioningonlyinsome

specifiedareasinthecountry.Theaim oftheprogram istostrengththe

marketingfacilitiesofthesmallandmediumgrowersupto2.02haofcultivating

land.Thesegroupsaresupportedwithinstitutionalcreditforpaddy,wheat,

mustard,lentil,sesame,linseedetc.Growersareeligibletoreceivecreditequiva-

lentto80to90% ofthepre-definedpurchaseprice(hereprocurementprice)or

marketpricethatappliedforthecropstored.Accordingtotheconditionofthe

creditprogram,growerscanreceive80to90% creditoftheprocurementprice

(becauseprocurementpriceisthegovernmentspurchasepriceofpaddyand

wheat)forpaddyandwheat.

Onthebasisofthecreditdisbursingruleoftheprogram andinformation

obtainedfrom thegrowersundertheprogram,showedthatthegrowerscould

benefitmoreforstoringpaddy.Tablesshowthatgrowerscouldbenefit,ifthey

couldstore20to40% ofpaddyfor4to6months.Thebenefitcouldbemoreto

growers,iftheyweresuppliedcreditatthemarketprice,thestoringperiodis

about6months,andtheinterestrateofcreditis12% orless(Tables5.13and5.

14).

ProcurementpriceandmarketpriceofborowereconsideredTk.320/maund

(Tk8,576/ton)andTk228/maund(Tk6,110/ton),respectively.Paddyprices

wereTk300/maundandTk400/maundafter4and6monthsoftheharvesting

period,respectivelyintheresearcharea.Theunitacreandmaundareconsid-

eredforanalysis.Itisnotedthat1acre＝0.4084hectareand1maund assumed

37.5kg.Theanalysisisdoneforboropaddyontheassumptionofyield50

maundperacreor4.6tonperhectare.Detailsoftheanalysisareshownin

Tables5.13and5.14.

6.Conclusion

RicesectoriscontributingsignificantlytoGDPandemploymentinthe

country.Governmenthasbeentryingtorenderbenefittogrowersthroughsup-

portprice,butalloftheprocurementstrategieshavefailedtoprovidedirect

supporttogrowers.Growershavebeendeprivedofgettingdirectsupportfrom

thesupportpricebecauseofseveralconditionsimposedbythelocalprocurement

depotsongrowersduringtheprocurementperiodforwhichgovernmentcouldnot

buypaddydirectlyfrom growers.Ratherpaddyassemblerswhohavegood

understandingwithdepotofficerstakethebenefitofthesupportprice.This

situationneedstobeimproved.

Theforegoinganalysissuggestedthatgrowersareabletogetreasonable

shareofretail(consumer)pricebothfrom amanandboropaddy.Theprofit

marginanalysisshowedthatgrowerscouldbenefitfromproducingamanpaddy,

whilethereturnfromboroisnegativeforthem.Thisisamajorconcernbecause

productionofboroisincreasingnowadays.Nodoubtthattheincreasedproduc-

tionofricewillreducethecountry’sdependencyonimports,butthenegative
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returnofgrowersmightjeopardizetheself-sufficiencyinrice.Growershave

littlescopeofnettingareasonableprofitbecausetheyhandletoosmallavolume

ofpaddy.Theyhavelittleoptiontocompensatealossofthenegativereturn

fromproduce.Theywouldearnmoreandwouldcompensatethenegativereturn

from boroiftheycouldstorepaddyforcertainperiods.Unfortunately,they

couldnot.Theyareforcedtosellpaddyatevenlessthanthecostofproduction

becausetheyneedimmediatecashinhandforpurchasingagriculturalinputs,

repaymentofloans,etc.Therefore,givingagoodreturntogrowersontheir

productionisanimportantareathatshouldbereviewedcarefully.

Thoughtheeffectofcredit(bothformalandinformal)wasnotanalyzedin

thisstudy,itisunderstoodthatthecostofinformalcreditshouldhaveinfluenced

onthereturnofthegrowers.Becausethegrowershaveshortageofcapital,

whichisnotenoughforcropcultivation,sotheyneedmorecapitalforland

operation.Itwasobservedinthisstudythatbecauseofvariousproblems,

growers’facedifficultiestogetcreditfromaninstitutionalsourceintheresearch

areas.Informalsourcesarethemainsourcesofcapitalforthepoorgrowers.

Understandingthedifficultiesofgettinganinstitutionalcreditgrowersacceptthe

informalcrediteventhoughtheconditionsofinformalcreditisveryhard.An

informalsourceknowshowdifficultitisforapoorgrowertogetcreditfroman

institutionalsource.Soamajajantakestheadvantageofthissituation,and

exploitsthegrowersbyimposingdifferentconditionsandhighinterestrateof

loan.Asaresult,insteadofgettingtheadvantageofborrowedcapitalgrowers

sufferseriouslyforacceptingcreditfrom theinformalsources.Theyfound

themselveswithinaviciouscircleofinformalcredit.Therefore,propercare

mustbetakenontheavailabilityofcredittothegrowers.Institutionalcredit

mustbemadeeasilyavailabletogrowers.

Paddyassemblers,ricemillersandwholesalersareimportantmembersofthe

marketingchannel.Notonlydotheybridgethegapfromgrowerstoconsumers,

theyalsoprovidealotofemploymenttoruralpopulation.Ricemillersand

wholesaler-cum-aratdarwereobservedbenefitingfromricetrading.Intermsof

earningprofit,thesetwopartiesareinbetterpositionthanthegrowers.Even

thoughtheperunitprofitmarginsdecline,theyareabletoprofitreasonablyfrom

thericetradingbytradinginbulk.However,consideringtheimportanceofrice

millers,wholesalersandotherpaddyassemblersinthemarketingchannel,it

wouldn’tbeworthwhiletogoforbulkchangeofthechannelortoeliminatesome

ofthegroupsfromthechannelinthiscontext.Weshouldlookforalternative

optionsofgivingbenefitstogrowers.

Thereforeconsideringtheimportanceofthegrowersinthepaddy/rice

marketingchannel,itissuggestedthatcreditforpaddywillallowthegrowersto

buyothernecessities,ortorepayloans.Thecashflowcouldcurtailtheneedto

sellpaddyimmediatelyaftertheharvest.However,thecreditshouldbemade

availableonlytothosewhoareforcedtosellproducebecauseofcashneedand
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storageproblems.Itisimportanttonotethattheinformalcreditfacilitiesinthis

regardwillnotbringbenefitstogrowersbecauseoftheveryhighinterestrates

ofthecreditandtheharshrepaymentconditions.Furthermore,theanalysis

showedthatthegrowerspotentialforprofitofstoringpaddyincreaseswhenthe

rateofinterestofcreditisatless.Potentialityforprofitdeclineswhentherate

ofinterestofcreditincreases.Thiswasthecasewefoundforwholesalers.

Thoughtheinterestofinformalcreditwasnotconsideredinsensitivityanalysis,

itisobviousthatthegrowerspotentialforprofitbyholdingpaddymustdecline

iftheyreceivedcreditfromtheinformalsources.Therealityisthatasignifi-

cantnumberofgrowersarecompelledtoaccepttheinformalcreditbecauseof

theinefficientmanagementanddistributionofinstitutionalcredittothosewho

needit.So,togivebenefitstothegrowers,andtoencouragethemtorejectand

breaktheviciouscircleoftheinformalcredit,itissuggestedthatthespecialized

orcommercialgovernmentbank,cooperatives,andNGOsmustcomeforward

andworkefficientlyinordertogivebenefittothegrowersandthushelpingthem

toimprovetheirsocio-economicconditions.Ofcourse,propercaremustbe

giveninselectionprocedure.Actualgrowers,whoneedsstoragecreditforcrop,

mustbegivenpreferenceinthiscase.Thepurposeofthecreditprogrammight

goastray,ifproperselectionprocedures(ofgrowers)arenotfollowed.

Note

1.Amanpaddyisfrom wheretowherefrom JulytoSeptemberandharvested

betweenNovemberandJanuary.Atraditionalvarietyofamanpaddythatis

calledBroadcastamanissownbetweenMarchandAprilandisharvested

betweenNovemberandDecember.Boropaddy(localboro)istransplanted

from themiddleofNovembertothemiddleofJanuary,andharvestedfrom

ApriltoMaywhiletheHYVboro(boro)paddyistransplantedfromJanuaryto

themiddleofFebruary,andharvestedfromthemiddleofMaytoJune.Aus

paddyistransplantedbetweenthemiddleofMarchandthemiddleofMay,and

harvestedbetweenJulyandAugust.

2.Politicaladministrativeunit.divisionisthehighestpoliticaladministrativeunit

followedbydistrict,upazaila/thana,unionandvillage

3.Mears(1981)usedthefollowingformula:

Ch＝［｛Pfo(r＋r)｝/12］＋ S

Where:

Ch＝monthlycostofholdingpaddy

Pfo＝farmgatepricesofpaddyperkg(pricereceivedbygrowers)during

basemonth,wherebasemonthisthelowpricemonthduringharvest

season.

r＝rateoflossinstorageperyear.

r＝interestrateperyear

s＝storagecostofpaddyRp/kg/month
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4.Thesearethetraditionalstoragedevicesgrowersusetostorepaddyorricein

thevillageareasofBangladesh.FordetailsseeZamanetal(2000)Islametal

(1987).

5.Taka(Tk.)isthecurrencyofBangladesh.
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Summary

Bothmacroandmicrodatawasusedinthisresearchtofulfilltheobjectives.

MacrodatawasconsideredforChapter2andChapter3whilefielddatawere

usedforChapter4andChapter5.

Themacrodataanalysisinchapter2showedthatthegrowerscouldnotearn

profitsoftheprocurementandpricesupportpolicyinBangladeshsincethe

inceptionofthesepolicies.Growers’rateofreturnwasverypoorintheprocure-

mentprogram becauseofnon-paymentofcash,longwaitinghour,belowpay-

ment,malpracticeofthedepotsofficers,etc.Asaresult,growersdidnot

participateintheprocurementprogram,sotheyweredeprivedofthebenefitfrom

thepricesupportpolicy.Growershavebeendeprivedofgettingdirectsupport

fromthesupportpricebecauseofseveralconditionsimposedbythelocalprocure-

mentdepotsongrowersduringtheprocurementperiodforwhichgovernment

couldnotbuypaddydirectlyfromthegrowers.But,thepaddyassemblerswho

haveagoodunderstandingwithdepotofficerstakingthebenefitofthesupport

price.Inthethirdchapter,wehavediscussedthestabilizationofpaddyandrice

pricesatthegrowersandconsumerslevel.Also,thepotentialityforprofitfrom

holdingpaddyandricewerediscussedtoknowthescopeofgivingbenefittothe

growersandtradersaswell.

Inchapter3,thelong-termmovementofdomesticricepriceshasshowedthat

thericepriceshaveincreasedfrom1989/90to1999/00.However,theincrease

hasbeenirregular.Seasonalityofhighandlowperiodshasbeenchangedinthe

90scomparedtothe70sand80s.Thepopularityofhighyieldingvarieties

(HYVs)inthe90smighthaveinfluencedthetimingofhighandlowseasonality

ofprices.Theseasonalityofpaddyandricepriceswasnotthesame.The

differencereflectstheprocessingandtransporttimefromruraltourbanareas.

Theintra-yearpricerangeofpaddyisconsiderablyhigherthantheretailrice

price.Thisisexplainedbythefactthatgrowerscannotregulatesupplyand

demand,andmustsellmostofthepaddyattheharvesttimebecauseofstorage

andfinancialdifficulties.Thecomparativelysmallrangeinretailriceprice

fluctuationsreflectsthedegreeofconcernthegovernmenthastosatisfypoliti-

callyimportanturbanareas.Thepotentialforprofitofgrowersandwhole-

salersanalysisshowedthatthegrowerspotentialforprofitfromstoringpaddyis

higherthanthepotentialforprofitofwholesalers.However,inchapter4we

analyzedthecharacteristicsofthegrowersandotherintermediariesofthe

paddy/ricemarketingchannelinBangladesh.Thediscussionwouldhelpusto

knowthebehaviorofthemembersofthemarketingchannel.Itisanimportant

areathatneedstobediscussedpriortosettingfurtherguidelinestosupportthe

growersofBangladesh.
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Fielddatawasusedinchapter4toidentifythecharacteristicsofthegrowers,

ricemillers,ricewholesalersandpaddyassemblersofthesurveyedareas.Itwas

identifiedintheanalysisthatthegrowers’abilitytostorepaddyisverypoor.

Theysellamajorportionofthepaddywithinashortperiodoftheharvesting

timebecauseofcashneedforrepaymentofloans,inputpurchases,andstorage

problems.Sotheycouldnottaketheopportunityofhighprices.Also,they

needtore-purchasepaddywhentheyhavenomoreoftheirownpaddy.The

re-purchasepriceofpaddywashigherthanthesellingprice.Growersalsoface

problemsofgettinginstitutionalcredit,sotheyacceptthenon-institutionalcredit

eventhoughtherepaymentconditionisveryhardandtheinterestratewasvery

high.Theywerefoundstuckwithintheviciouscircleofinformalcredit.

Paddyassemblersandricemillershavebeenplayingimportantroleinthe

paddy/ricetrading.Paddyassemblersbridgethegapbetweenthegrowersand

themillerswhilethemillersbridgethegapbetweenthegrowersandtherice

wholesalersandconsumers,andalsobetweenthepaddyassemblersandwhole-

salers.Also,thepaddyassemblersandricemillerscreateemploymentopportu-

nitiestotheruralresidents.Ricewholesalersarealsotheimportantmembersof

themarketingchannel.Theyactbetweenthericemillersandtheretailers.

Theyalsoplaytheroleofcommissionagents.Inreturntotheserviceas

commissionagenttheylevycommissiontomillersandretailers.Theyalso

providepermanentandtemporaryemploymentopportunitiestotheunemployed

persons.

Thefielddataanalysisidentifiedthatbothgrowersandintermediariesare

theimportantmembersofthepaddy/ricemarketingchannels.Thecontribution

ofpaddyassemblers,ricemillersandwholesalerscannotbeignoredeventhough

thegrowersarethemostimportantmembersofthechannel.Consideringthe

importanceofgrowersandothertradersofthechannelwefurtherhaveextended

ouranalysistochapter5,wherethemarketingmargins,profitmarginsof

growers,ricemillersandwholesalerswerediscussed.

Themarketingmargins,shareandprofitmarginsanalysisinChapter5

showedthatgrowersgetareasonableshareoftheconsumers’priceforproducing

amanandboropaddy.Theyalsogetapositivereturnforproducingaman

paddy,however,theirreturnfrom boropaddywasnegative.Ricemillersand

wholesalersontheotherhand,wereinabetteroffconditionintermsofmaintain-

ingreasonableprofitmarginsfrom ricetradingthantothegrowers.Even

thoughtheperunitmarginsdeclineformillersandwholesalers,theyareableto

netreasonablereturnfromricetradingastheytransactlargevolumesofpaddy

andrice.However,growerscannotearnreasonableprofitsbecausetheyhave

littleinhandtosell.Moreover,generally,theysellbulkofthevolumeafterthe

harvestduetocashneedandstorageproblems,whenthemarketpriceofpaddy

isverylow.Itwasobservedthatgrowerscouldincreasebenefitfrom boro

paddytrading,iftheycouldstoreforcertainperiods.
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