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FOOD AlO, F<)(JH POLICY ANI) 1'HE (JR·UGUAY ROUND: 

l~IPLICATIONS F<>R BANGLADESB 

Abstract 

The relationship between the effects of fot)d aid and those ofthc completion ofthc.U111guay 

Rotltld <)f the GA 11~ nrc studied in this paper. focussing upon the f<)od aid recipient countries, 

and taking Bangladesh as nn illustrative example. It is argued that, mnong other Htctors. the 

magnitudes of these effects depend cntcialfy on the policy environment within the food uid 

recipient. countt)' itself. particularly the govcnnncnt's policy with respect t.o commercial food 

impmts. It is shown that. when the quant.ity of Bangladesh's cornmcrcinl food imports is 

controlled by the govcmmcnt. the bcneflt.' derived from food aid arc smaller than when these 

imports are tariffied- subject to fixed tariff rates. Likewise, the negative effects that the 

Uruguay Round may be cxpect.cd to have on Bangladesh will nlso be larger if commercial food 

imports arc subject to quantitative controls than if they arc tariff1cd. 

The effects that the Uruguay Round will have on Bangladesh will depend significantly on 

the way food aid donors respond to the Round. If donors reduce the volumes of food aid in 

response to increased international food price.,'\ resulting from the Round, the losses incurred by 

Bangladesh will be ma~nificd. But these effects will also depend heavily on whether 

Bangladesh itself participates in the libcralisations that arc central to the Round itsc.Jf. If it were 

to participate fully, the negative effects that the Uruguay Round would otherwise have on 

Banglades!1 may be entirely offset by the gains Bangladesh would derive from its own 

liberalisation. 
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Introduction 

'fhc conclusmn of tho l fruguny Round of' the GATT has been welcomed in most quarters 

but c:onct.~nls hnvl~ :'If so been expressed ahout the pt'liCtltml lo~t~l~. ll has been suggested thm the 

final agrcctltcnt may hnve nc.gnt1vc tmpJ1cauon~ for some coumdc\ which can least nfford 1hcm 

~, lhc lcaM~dcvclnpcd, net rood unponmg coumtit"~>. ·rhe pmtiul libcralbnth:m of agricuiturnl 

markcl~ which was achieved in the Round \Vllllcnd to increases in the intcrnntional price~ of 

some key agricultural cotnmmhhe~. especially g:rauv~. tn1ply1ng mcrcnscs in the c,~ost t)f ft)t'ld 

impmts. Recognition of lhJI;, faet hn~ in Him Jed to the argurncnt that the hu•st~dcvC:h;iJ)Cd, rood 

importing countnc.~.., should he cotll(X'n\atcd f<>t the udvcr'IC (.~flt~ct~ of I. he Round !Ooldltl N al .• 

!99J: 25: JJmnilton and \Vhallcy. 1995)1. 

This paper ann lyse~ the relatwr . .,hip between these i.!ii~lU.~~ and food md. Mo~t of the least .. 

developed, food unportlll!t cnuntrics nrc rcc1ptct.Hi-> ol food aid (hHn the OECI) ecmH>mies~ 

especially from the fond export.ing rmtlons who arc themselves hencl1cinrie:-. fmrn U1e 

internmional agncultural pncc con~cqutmcc~ c.~xpcctcd frmn the Uruguuy Round. On H1c, one 

luu1<L fond nid tiK~rc:J'orc ~ccm\ n nntural vehicle for the ctmlpcn~aUrm of those lcnst,.dc.welopcd. 

fc:>od deficit COUIHm~~ who app:trcntly ln~c frorn the Round. But on the nthcr lmnd\ Stltl1C rm)d 

aid donors lwv<: reportedly cxpcl'icnc<.~d pollucal prc~~urcs to reduce their conunitJnents tt> food 

n.id. 1n rcspon~c tt.1 thc Uruguay Round. The reason i~ thm at present volumes <>f f()od aid the 

inctcnscs in I he mtcnmtionul pr'iccs of ngricultuJaJ CotlHnoditics nmy hnvc ~tdvcrsc bndgcpuy 

implications for their aid ngencics. As the hudgctnry cosl nf foml nidriscs, unless the ov<.mttl 

nid appropriation aiM> rises, the flhnrc of the total uid p:,ckagc represented by food uid will 

inctcasc" presumably requiting cuts in other fnrms of nid, 

Our analysis will nsk. fiJ'Sl. how the CC()I)()Jnlc hcncf1ts dt•rivcd lh1tn rood aid nrc nrrcct~!d 

by tile policy environment within the recipient country, cspccinHy ~•s rcgnrds·pollcy· towurds 

I Sec :tiS() UNCI'Al) (l 990), Prnncois cl ul (1094),. OATT ( 1994)~ Nguyen ctU:l/.( 1993 :md 
1.995) und Schou andJ3uurnnm (1994). 
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comrncrchll fond imports. S¢coml, we ~1.sk how much the negative hnplica.tions off be Hmmd 

Ihr the least--developed f<>t)d dct1dt countries wonld be nmgnificd if d<11lOrs were to t(u/uca lhcit· 

f(lod nid contmitmctlt}; in response to their incrcuscd budgcuuy cos1s. Third. we shnll ask whnt 

incr·enw.'s in f{md nid W<1Uid be rt~quircd if food nid were used as a cornpcnstll.ory instrument to 

nff'sct the ncgntjvc effects the Uruguay Round wouldnthci'\Vi"c have on 4~J.)p:trcnt loser~. 

Finnlly. we ulso study the rc~lationship hctwccn I he ~i7c of tht! required cnmpcnsolioll, in the 

form of food nid. nud the dep.rcc of liiK~rnli~:~ntion undennkcn hy the food nid recipient. country 

itself. \Vc explore thc~c is\U'~" qtmnutntlvcly in lhc t•nntc\~.1 of Btu1gludcsh.lhc wt:)tldts lnrgc~t 

tcwipit.'lnt nf fond md' m1d one- of the \\''()rid's poc1tC~l c.owHnc:,, Om· ann lysis uses t\ gcnc.ra.l 

eqttilihriurn Hppmach. hn~cd upon a modified vcr~.ion tlf a l9"scctor cmnptuablc gc.ncrnl 

equilibrium nmdcl of the HnngJadcsh economy. dt)Cttrncntcd in Ahnmnmd ( 1995). 

IJackground: Th~ U~tnglad~sh mHmon1y 

Bangladeshi\ cluli'Uctcril\cd hy low per capita inamnc and slow growth. and a hwgc 

negative I+csourcc*bulmlcc to ODP ratio f['ablc 1 }. The structure ofCiDP bcgnn to chnnge only 

in recent years and ngriculture n:nnain!\ n hu~gc sht1re (')f nntinnnl oulput and cmployrncrtt.. Since 

the early l 980s, the corltl'il:mtion of services tr> ClDP has C~l\accdcd thnt t)f ngJie;~ulturc. while 

industris contribution has remained ~Wtic m around 16 per cent. 

Table J 

Sit1ce the mid-1980s, the structure of cxpmt trade has changed signifi~antJy (Table 2). The 

export. shares of the t.rnditiom\l agro·hu~cd exports; jute~ jute goods und ten, hnvc declined 

while garments exports. which were insignif1cant in 1973, hnvc become the major gross 

forcigt1 cxchnilgc cnrncr. In 1993, nmrc than half of gr<)SS export dallurs were earned by 

garments alone. Exports of lent her nnd lcath~~r pt<>duets, shrimp nnd flsh arc also slrbstnntiaL 

While the shift front traditional exp<>rts to non·tmditi<:>nttl exports is evident, hc~tvy rclhut<:;c ()Jl 

2 Hnscd OtJ nn ~tvcrugc ()r total fo(1d ~lid shipme.ms. Ol1nl 1990 to 1993, inc!usiv~. Sottrcc! 
FAO, PoodAid In Figun~s, 1992and 1993. 
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one or two bmad co,nnmditics stU I continues: g:u:m<!nts d<.1minmlng in the 1980s t\Od 1990s nnd 

jute goods donliu:tthl.g in the pcri<)d up to nnd including'the 1970s. 

Table 2 

About 60 per cent of total garments cxpm1s go to the USA under the ~"iuhi .. Pihrc 

Arrangement (NtFA). This nt·rt\ngcmcnt,. which conlt:ol.s wnrkt trade in tcxt.Ues nnd garmcntst 

ronnaUy expired in l)ccctnbcr 1992 and wns due for rcm.1gotintion. After the succcssfltl 

conclu&.ion oflhc Untgnay Round of the OATT. the l\1J~A is to be phased {1Ut ovc1· n lO yc+~r 

period. I.ncrcnsed comJielilion foHowing the \Vithdruwnl of expm·t quotns under the M'f~A would 

lead to lower wodd .prices of garments. At least in the shon ntn, it \Vifl have ndvcrsc 

implicnti<ms for the balance of' trade. employment and welfnrc of u country where 50 per cent 

of merchandise ex pons cnmings arc from garments. 

Food imports: politkal .wm.siri\'ily and lnu/g(~uwy implications 

An imp011nnt change in the stn1cturc of Bangladesh's import: trade ha~ been the increased 

share of capital goods rehnive to thnt of f()~)d nnd m:tior primary goods (Table 3 ). Nevct:thclcsst 

food ... predominantly rice nnd wheat - c<.)nst\tutes n considernhl.c proportion of the total import 

bill with a C{)lllbincd share which ranged between 19 and 4 per cent over the two decades to 

1993 (Table 3 ). 

Tab)c3 

Mcct.ing the growing conswnption requirements for cereals. pnrticulnrly rice, remains (l1l 

important political issue and a central objective of pub tic poljcy. About eighty per cent ofthc 

toml cultivated area is devoted to intensive ric¢ and \Vheatproducdon, and yet docs:notproduce 

suffic.ient food for Bangladesh. 3 Imports account for t\tl average of 10 per cent. of' domestic 

food grains absorptinnt the bulk occurrit1g thropgbfood aid, although cmnmercial.imports are 

a.lso significtult {Table. 4). Aside from a partial libe,ralismion.in early 1994, most.coJm11erch~l 

imports .pf food arc controlled by the government. to meet target levels ofavaHahilH;y and to 

maintain tow tuid stable food prices. Rising World .prices thus put pressure on.th¢: bala.nce of 

3The cropping intensity in 1990 .. 91 was 171 per cent. (l.langlaciesh H)92). 
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pnymcnts and on the government's budget .. 1'hc possibility <1l' C()Jnprchcnsivc food lrnport 

Hbemlisnti<lll remains c<:mtrovc.rsial \vithin Hangladcsh because it would lc~\vc domestic food 

grnin nwrktHs vulnerable w itHcmational price f1t1ctumions, not unUk~ those projected to occur 

ns a result or the t Trug:uay Round. 

T'ablc4 

Import substitutirm 

The Bnngladcsh gtwcnuncnt hns pursued u protectionist, import .. substitution 

indnstriaHsmion Mmtcgy. r:·or some selected manufacturing industries, it established import 

controls to insul.ate domestic mnrkcts fmm intcmationnl competition. These included outright 

bans ~1nd discretionary quantiunivc restrictions through Import Policy Orders, impmt licenses, 

t\lld tariff's. Until 1984, import Hccn~cs were used to ration foreign cmTency atthe official 

c.":changc nue to importers. The extent of the conunodity cm.cragc <>f the imp011 licensing 

S)!litCIU hns subsequently declined. 

The tariff SU1.1cture dcsip.ncd for protecting some selected domestic industries is also used to 

raise government revenue. Even in the late t 980s~ more than 30 per cent of tOtal govcmmcnt 

revenue ctune directly from tariffs (Bnngladcsh 1993). T'hc rc~mlt \ViiS high and di$crirninatory 

rates of protection which. instead of merely guiding investment decisions, tended to bt1 nn 

instromcmt of ensuring the ex post prof1tabilhy or selected industrhtl investments. Import 

controls 'md limited cxpon incctltivc\ mcnnt (hat ndjusttnents to the offich\1 cxcl11'\ngc nHc 

played a minorrnle as an instrument oftntde policy (AhmtJmad 1995:17). Thcwka(tha 

BnngJadesh curnmcy) was ovcr·Vlllucd in the sense that, bet!~lUse of Hu:iffs and cxcJmngc 

controls~ the official exchange rate (taka per US$) was lower than it would hnvc bceJh at an 

unctumged money supply, if these barriers to trade had been c.timinated. 

Agrict!lmnll and ag•·o~bascd exports, nmucly jute, jute products ~md tea, were seriously 

disac.fvtmHtgcd by B~mgludcsh's Htriffand. exchange n\tc, J)O}ides. The overall poJipy bi~~s was 

in protecting intlustty at the exp<,!JiSe Of agricultUre, (.ih:cqUy thmugh tariff..:; atld'nOtt.:tadff 

barriers (NTBs), and indirectly through Ute, ovcrvnJued exchongc rate. An anfi,.,c~port bias WAS 

nlso evidenh with the possible exception of'gi\mlt;mts, due to its access to duty fr~c hnports at1d 
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a $CCurcd "OVt!I'SCt\S mnrket. Hst imattts t)f c.ffccti ve rol~~s of protetc'tl<m by Umehcson (19g6), 

sh~1W that the nvcmgc twcrnll J(wcl ofcftlcctivu protccthmto .mntlnfm~turing wns .l '14 JXWCc:mt ns 

ngninst l3 per cent to :tgrit~ulturc n~nbla 5). The UVCI''tlftC cffcctJvc rate of prot action for impmt

suhstilUliug. activihcs \vns l 35 pet cent C()Jl1pMad ro ll pel' l!cnt ft11' OXJX>rt industries. 

TableS 

ln the 1980s scvc.~ml auempts wtwc mndc to rcfonn the uu·iff stntcturc by reducing the 

vnriant·c of tnrH'fs. tn 1986. the nurnh~~r ofst~IUUQty ratefi WUI\ reduced frnn1 24 to l L lll 1988 

ttw g:ovcrnrncnt ndoptcd n phn~cd lhrcc .. ycnr twogrmn intended cvcntunHy to reduce maximum 

Utri!Ts: (i) fm·r.nnst final good impnrtti. rrom over 200 per cent to 100 pot cent; (ii) for taw 

mntetinl~. to 20 per cent; and <iii} for tntcnncdiHtc ptoducts, to 15 pcr<.;:tmL 

Despite t.hcsc tmdc potky rcfonns. llmlglndt~~h r(.mlnillt-; highly protcct.ionist. Bhuy:ut and 

Rashid ( J 993) estimated the cffi.tt:uvc nue~ <lf pr~:ltct'ti(.m fbr selected industries using survey 

dntn for 1990 ond the Batassn rr al. ( 1971} mctlmd of treating nmHrnd~.:~d inputs. 1~hc nominal 

rmcs or pr'<:Hcctlon for most :tciJvttics were vcr·y high. as high n~ 208 per cent for frozcu fomt. 

crust and finished lcathm· for cxamplt\ Thl~ estimnt.es showed lhnt industries received dcgr(~cs 

of cffecti vc protection which vnt·icd grcmty. \Vct .. bluc cow lcwthcr· h\td n 4483 per cent e-ffective 

rntc of protection r<:H' domestic S~\lc. while hnnd IOOtll indUSt.l.)' pmducc lHld effective protcct.i<m 

as low as 20 per cent. Ncgntivc cfft~ctivc protcctiont due to value nddud at border prices 

exceeding vnluc added at domestic prices, w;ts also found for scvcnd imhlstrics.4 

Import-substitution nclivitics continued tn enjoy very high protcclion (13huynn Hnd R:lshid 

l993). Stern eta!. ( 1988) estimated the rcnl effective trade~wcigJned exchange rates for 

imports and exports~ incoq1orating the effects nf tqxcs, subsidil!s, rctntivc intlntion n\(es, ttnd 

changes in the relative v~ducs of trnding pnrttu:w currencies, From 1974to 1985, the n~nl 

effective exchange rate for imports consistently exceeded the rent effcctjve exchange rttte for 

4 Nc~uUvc rates of effective protcctiOJlCtm nlso oc~ur f()r another, qpitc (Uffcrcnt1 rg;tson'" 
ncgati vc v~1lue a(,dcd ~tt bordt:!r pri~c~. Ncgati vc r~Hcs ~lt'iSi.,1S"frPtn this so~Jrccindj¢;\tc 
industdcs rcGciving very high nucs of protection bcc~msq wHho~t4hcirpn:ncctiotl.t}Jcy would 
be~omc non·viablc .. At h~t\St one examples of this ·kind cnn b~ fotmd H.w'.ll~llll:\h)d~sh - arate:of 
.,693 per C~nt fot· cotton ntbric~ .ft i~ ObViously imp<>rt{(ll~ lO di~ting~~i$h UQ~tttivc ,cff¢qtiY:9 rati.!S 
:)rising frontncgndvc, v;tluc 'lddcdntbordcrpricc \ f~~ont~~hc mor"vsnnl SQtJrc(!of'(p()f'itivc) 
value. uddcd at border prices c~qccding value ~tdd~d utdom~sH~ prices bccuusQ,th~~r 
hnpHG:~Uo.ns ;trc entirely ()pposile. 
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total cxpot1.s. The rcnl effective cxchnngc rates fbr non .. traditionat. c:.tports (mainly gttnncnts) 

ulways exceeded those for the totnl cxpmtst renccting. the policy bins towards the non .. 

trnditinnnt nct:ivitics and discriminntion ;lgninst the traditional HgricuJt.uml cxpot1s. 

lmplicmions of rbe Uruguay Rmmd 

l:3anglndesh hns. been among the dcvc.~loping cmmtl'ics which have protested the possible 

ncgntivc implications of the Umguny Round f~w thcit international trading position. These 

concerns would seem to be, in general terms. well founded. ln Table 6 we smwnarisc the 

results of ten pl·cvtous ~ttt(ht.·~ which have projected the changes in W()rld co1nmodity pnccb 

which mny rc~ull fmm the conclu~inn of the llruguny Rtnmd.5 In general, the tnt1rc recent the 

study. the more modest i~ the cxpcctnllon of the Uruguay Round and the snHtllcr· arc the 

projected intcrnalmnnl price change~. 

Table 6 

In the nnal two column~ of Table 6 we sll(>W Bangladesh's import and export shares for 

cnch of the commodities ~hown. Thcl\c trade shares arc used as the basis for c~\lculating the 

projected change~ in Bangladesh's terms of trade in the last. row of the table. Although the ten 

studies shown differ considerably in the modelling hasis for their price projcctior)s, all imply a 

deterioration in Bnngl .. tdcsh's terms of trade. Of these, the set of results reported hy Duncan at 

ell ( 1994) have been used a!-1 the basis for our simulations based on the Uruguay Round, to be 

presented in Ta•,Ic 8, hcl()W. 

The simulation model 

The globnl economic models used to study the impact of the. successful conclusion ofthe. 

Round, as summarised in Table 6, vary somewhM in their bclutviottntl assumptions, but more 

significantly in their geographical (i.e. regional) dimensions and levels of commodity 

uggrcgation. In all such global models of which the authors are aware, the Bangladesh 

5 Fol' a critic~\1 review of the models underlying most of these studies, ~ce Schoft and Buunmltl 
(l994). 
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economy hns hNm nggrcgntcd with mnny Othcr.cconomics with diverse ptodLtctionm1d lmdc 

compt)sition&, such us the enure South As in region or 'low income Asia\ The need to .shnJ)lify 

suc~h l.ltobal models i' tllwious. but illlportnnt inf(Jt umtinn cnn be lost inthu nggretwtion 

ru·occss. The effects elf the Uruguny Round on dtc 13nuglndcsh ccm.tt)my r.m1ld wcJI be 

signifi(:Hlltl)~ dHkn.mt from tlmn found for the region or country gr<)up within whiGh 

Bnnglndesh is includ<.~d. 

Thi~ study usc~ u 19-scctor COll'l(Httahlc general Cqllihhrium (COB) model of the 

flnngfadcsh (.tC()flOtlly. hnscd on the JllOdct dOCU!liCOtcd in Alunnmad ( 1995)$ which n~~awn~d ~l 

dunl foreign cx.ch:tngt~ rnnrkct tn view or the recent dismantling of the legal sccond:.uy 

t~xchun~w mnrkct. the cnrhcr mothd i~ rnodifitul tor the purpose of the prc.scnt study to 

ineorpnrntc n singk unified cxchnng.c nuc. 'fho Hnngludcsh mndcl holong~ 10 the Jolwnscn 

clnss of COG tnock•ls. The structural cquauons nrc specified in percentage dmnge form. Bach 

sector Jm:lduces n single {~ompo~itc con\tnodity u~ing intcnllcdiatc inputs \Vith two primary 

fnctors: lnhrHll' nnd cnpitnl. The production funct.ion~ conccmcd allow no substitution 

possibilities :unong the intermediate input!-. or between uny intermediate input and compo~ite 

pdmnry input Tlw compn:;ite prinmry input is n Cnhh-Douglns nggrcgntc of htbour und capital. 

Sectors maxhnise their tout! revenue hy producing for domestic and overseas markets. 

Outputs sold domestically nrc imperfect substitutes f<w exported otH.put. Symmetrically, 

domesticuHy produced goods nrc treated as imperfect substitUtes for the imported gootls within 

the smnc statisticnl c;ttcgory. Only one representative household is considered, which 

llltiximiscs ut.ilhy given its income from profits; wugcs und net tnmsfcrs front the government, 

Consamcr dc,mHJlth; for commodltics arc based on :~linear cxpcndhurc system (ti3S). The 

g~wcrnrncnt ~dst) intervenes in don1cstic matkcts thr()ugh indil"cct tnxcs; including trade taxes, 

Any surplus t)l' dcf1cit in th~ government blldgct h; nmmccd by lump .. sutn subsidies to or taxes 

on the household. 

The version of the Onoghtdcsh model used irrthis popcrh1c1Udcs <h•hrbttsc nmJ structtmll 

mncndmcnts intended ~o improve its cnpnchy to h:mdle issues involving. food nid. Imports or 
foo~lgrnins .. J'icc: <Uld wheat ... nrc divided Into food nid andcomttlctchtl jmp<>JtCnlC!:Wrics. 



ComJl1crcinl imports enter the bnlnncc nf pnymcnts as n debit Hem bnt fomJ nld imp<H.1S d<-1 not. 

The lnucr nrc assmncd 10 h~ sold dnJncstiCillly by the llnngludcsh govcrnmcntmld U1c pwc~c(Js 

nr these soles en tor g,~ncrnl govcnltncnt n!v~nue:~. It will be seen thnt the c<WJ1ornlc f11(~clwnlsm 

by which Hw level of cnmmercial irnpnrts h; dctt~rmincd i~ an important. dctcrmimmti ()fthc 

'~!Teens elf fond nid. 

The nmdcl cnntnins base period sln.tcturnl cr-,cHldcnts indudin1~ coM. rcvcrH!C nnd snlcs 

shm~c~. The shnrc ccH.~fficicnts nrc cakulawd frmt1 the snrne;~ input .. l)Ulput tnblc fot 1989 used by 

Manstn· nnd Khondkcr ( 1991 ). supplcn1crHcd by dntn from oth(!l' nfTfcinl documents. The 

model niMl include!'! variou~ bcl~:wwm·•ll clasticitt~~s: Armington lt'ndo (~.lnsticitics; almn.icilies or 
transf'onnntion; suhslitttiHm t•ln\LICitlcs hctwc(m prim;uy fm~tors; household oxpcndlturc 

. clnsticitics~ and wtwld cxptlrt demand cln'tticitics. The elasticity pnramc.tcrs were hnscd <man 

CXI(~nsivc tit<.:•.rnturc hlHil'dl. 'fhc cornplctc sets of' inptlt.,<mtput datU 11Jcs 1t11d the clnstiCIJy nnd 

nrisccllnncous parnnlcHcr Illes nrc dm:umcnll~d in Aluunmad ( 1995a). It should be nntod thm the 

in1,mrporntion of u single unified cxchangl! ,.,He irno the prcficnt model and the~ dccornpositi,)n of 

totnl food (dec and whcnt) imports into nid nnd comm<;~rciul impnrt cmnpcmcnts lHtve required 

some minor ndjustmcnt:-; for the c{{impni't values nndjhh export values. 

Modl'l closure 

The sinu1lntinn"' al'e designed to cvnluntc the lmpnct of fc)od aid und the MtCccssl'ul 

completion of tiHJ tlruguny l~ound on the s1n1cturu and wclr:m.~ of the economy in n mtc"fU!rlod 

fntmcwnrk. Household wclfnrc depends on its rent consumption of goods nnd services, 'l'hc 

change~ in the cccmnrny, brought about hy the exogenous chnngcs in food aid or in world 

prices ronowing the multllntcrul trndc lihcrnlisntion under the Rmmd, nrc C()llStro!ncd .(() clumncl 

on to household conswnptinn. 'l'o d(1 this, hwcsttncnt c:xpt~nditurcs of nil kinds, .govcmrncnt 

current cnnsumpt.ion, and the bnhmco of o·ndc ~1.;-c hcJd nt their basc·•Ycm· Jcv¢ls,. hcctklHi(J· 

changes in these vulucs would not. lend to any nwnsurcdbcnent. !o the ht)u~ch<lld .. in.ft.oilC.'" 

pct'i.od context, n~ measured by ch:m~~s in its.n:,ttd cQnsumpthltl. The govcnnJiclltbqdgct is 
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balanced in the sense thnt nny incmt\SC (dccre~lsc) iu the govcnm1cnt's H¢t budget surplus is 

tnmstbrrod to < Crmn) llott,f;ahold~ in lump sum fonn. A ltxcd currcrH nccount dc!1ch should be 

undt~rstood to mcnn thnt uny ~1\ort .. mn ctwngc h1 the current nccount. bnlmwc will be <llimhHUcd 

hy pQiicy ndju~tmcnts exogenous to the model. 

As explained itlmvc\ the t'conomy is n JWicc lnker few its imports, nnd fnccs constmH 

elnst.icity dnwnwnrd~slnpillg ft)n~ign dcmnnd curves for its cxport!l. Howcve!', unless 

othcrwiM~ stnted, the govert1lll<~nt i~ a~stuned to pn1.1se~s monopnly pn\Vcr Wifh respect to nH 

food imports. This is cnpturcd in tlw rnodcl used here by cxoganislng conHlltwcinl food 

iJnpmtS Ut1d thW" CndogcnisHlg the dtffc.n.mc~ bctWI?CU c{{'intport pf'il:CS for• food Hlld the 

domestic prices r,n· these \In port~. For nH cnmnuuHiie~ l\r,ccpt jute nnd jute goods, ex. port 

demand cln~ticithj~ nrc finite hut very lnq~c. The \Vflrld prict!h for these cnmmoditi.os nrc. 

'nlmost' cxogcnm1~'· But Bungludcsh enjoy' some mnrkct power fhr· world trade it1,iutc nud 

jUte product&~ ns discu~-,cd nbovc. Any ri~c <nr fnll) in Bnngh1d~Jsh t;~xports of jute nnd Jute 

pmducts wouhJ, therefore. reduce (or raise) I heir world prices. As n rosuH of the supply 

responses of Bnnghtde&h C!\portcrs~ price rises (or rallsl of jutl~ nnd jute goods wotJid be 

somcwlmt tess than those nctunlly predicted hy lh(lse studies under cunsidemtlon. The low 

cln:o:ticitics for jute und jute product:.. arc baM~d on the empirical Mudics {hmun 1970; Nguyon 

alld IJhuyan 1977, Thomas l 079). 

Cnpiwl is industry~spcciric. A sluck f~rnph,Jynumt nu\rkcl under consLantrenl \V{tges is 

a!{sumcd S<) ns to captur~ the reniHy of invotuntnry unemployment in llnnglodcsh. The clm~ure 

dcsct'ibcd nbcwc is the base cnsc. For some simulariom.;\ thls do~mt·c is HJncndcd. plHticulnrly 

with respect to the ttcn,t.nlt~nt of commcrciul food hnpoJ1:l. 

The prcscntution of our results will be in rhrce pons. FirM,, we simulnto tlm cff'oct.s thm 

change}; in lhe level of fond nid delivered tn Bangladesh have on the B:mgladcsh cconmny, in 

is(ll;;tUon from the effects uf ~he Uruguny Ronnd. Next, We tttkc tho results of pttSt StUdios.tut 

the implicntionR thnt the conclusion of lhc Llr·uguny I~ound of the CiA 1'Y'r may have ftH' 

hHomntlonal comntodity prices, ns stmunnris¢d h1 1ntblc 6 nhovc atHlttpply them ns ~xogcn<RIS 
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Rice growing 
\Vhcnt gn)wing 
Jute growing 
Coth:m growing 
Tcu cultivmion 
Othercmps 
t,.ivcstock 
f';i.shing 
Forcsu:y 
SlH],HI' 
lzdlblc oils 
Salt 
Tobnc<:o products 
O~hcr fnod:s. m~~c 
Cotton vnrn 
t\1Hl~miidc cloth 
hnnd loc)il) cloth 
Jute tcx.tilcs 
Pnper nnd pnpcr pmductl-l 
l.cmhcr 
t:teniliscr 
Phnnmtccuucnfs 
Other chcmicnb. nee 
Cement 
Bnsic mctufs 
Mt~tal pmducts 
Mnchinct·y 
Automotive vehicles 
\Vood products 
~1isccllnneous products, nee 
Petroleum products 

A~'lwngcs 
Primary activities 
Manufnctttring 
1 mport substituting 
Export sectors 

Ntlmmnl 
5.0 
5.0 

22.4 
23.4 
2.3 
5.0 
7.9 

I 1.6 
.12.6 
42.7 
35.4 
28.6 
7.5 

28.7 
56.3 
4~.9 
48.5 

2.1 
69.6 

2.7 
~6.5 

33.2 
58.{) 
13.9 
52.2 
61.9 
26.0 

147.2 
34.8 
55.5 
27,7 

7.1 
45.9 
49.5 
10.2 

llflbPUvcn 
3.9 
3.6 

25.9 
31.6 
--6.1 
1.6 
6.9 
6.5 

33.8 
291.9 
962.2 
30.2 

.. s9.8 
44.0 

b 
6L8 
45.8 
-.5.2 

290.4 
.. 29.6 
-28.6 
21.8 

225.6 
--15.5 
62.6 
87.5 
9.6 

994.8 
41.6 
92.1 
38.5 

12.6 
114.3 
134.9 

1L2 

--~------·--------------~----·--------------------~~~~ Notes: 
OJ3pr-;cd on 1977 inter-industry table. The estimates were bused neither on 13nJnssnmctluJd nor 
on Corden method, but 011 the conversion factor appmach (for details, sec Hut<::heson 1986). 
The rates bnscd on the prewtUing exchnnge rate were called ~gross effccti.vc rares of 
J)l'Ot(!ct.ion'. lf tllo entire protection structure were whhdrawn, the exehang~ rnte would have to 
rise sufficiently to maintain tin~ same trade bnlnnce as before. The gross effective tntcs 
ndjustcd for such exchnngc nHe effect~ arc the "uet effective rates of protection' (HUIOh~son 
1986). 
bJndicntes 11egative valuc.-uddcd ut border prices. 
S()urcc: ·· 
Htttcheson) T.~., 1986./~T,~ctive RCU().S of Protection.: An lnput,.,OWpiUAntllysi.\'? Ttltd¢ ;md 

lndustrinl P<)liay Reform Progrnm, l)oc, 1"'lP..:MU·+J.3, Phnkn. 
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kinds of imports nx in cncb ~:n:sc the rchttionship br:Hwccn the cffpric¢ of these imp~Wts nnd 

their domestic priee. 

An incrcnst: in fcwd uid in UK~ form or rice, in the prc~encc of t1Xogcnousfy fixed 

commcrl·inl imports ol rice and wlwnt (column A I of'T'abl(~ 7), leads ton reduction in the 

domestic p1·mtuccr price of rice and hence to rcdt~ccd ric.·c pmductioll. Consumption nf rice ns 

well ns ug~;tt"Cgntc cnnsurnpfion incrcnsv~. 1\s riac' constitutes n mnjor shnrc of ngricuHurnt vntuc 

mldcd. nggrcv,utc a~dculwrnl output fulls. Mnnufncturing. output nnd sct·viccs expand resulting 

iu un incn~Hsc in GDP HI mMkl'H prit~c~t. 'l'lw dcnwnd l{w luhom' expands nnd uggrcgmc 

employment rbc~ nt I he cxop.cnously fixed n~at wogc. The rise in aggregate consumption is nn 

indicutor of U welfnrc improvement. A 10 per CCIH increase ttl fnod nid in the form Of whcut 

(colunm B I l b nbo Wt~lfHrc mrgm<.mtmg. The hu-gcl' welfare gai.t from n 10 per <!ant incrcusc in 

whcnt aid is due primal'i.ly to the fuct that tt.~ sh~m~ or whcnl in total food nid in the hasc ycnr is 

considerably lnrgcr thnn thnt of rice. Effect~ nn tht'! domcstk whcnt ll1iWkct arc. also hwgcr thnn 

was the c:asc with rice !hod uid and the domestic rh.:c market bc(~m1sc wheat food nid represents 

n nmch lnrgcr shun: of the dome~tic market than is the cnsc with riGc. 

I~xpedmcm ~ct 2 rcploces 11xcd qunntitntive controls of comJn<}rcial imports of both rice ~\nd 

wheal with fixed tariffs for.cnch. \Vhcn commercial impm1s nrc lihcrnl!sad thn.1ugh 

tarlfficmion. un int:rensc in food aid in the fonn of either rice m· wheat induces ~• reduction in 

ct)Jll!llcrcial itnpons, hut is still wclfnrc improving. Since the socinl bcucf1t derived from n unit 

increase in fQod nid in r.his situntion is its c(f vnlue, the form ln which food uid is given .. rice 

or whc(\t"' is unimportant. This fuct is rellcctcd in the propnl1i(mtdity rctmionship between Lh~ 

effects or nn incrcmsc in rice nid (column A2) nnd the C()J't'CSJK)llding effects or that in whcnt aid 

{aoJwnn Jl2). 7 The constant of p1·oportionnlity l'cnccts the relative c{fvnlues of (l unit 

proporUonnl incrcns!! in cnch of these two forms ()f t(lOcl nid. \Vhan commcrcinl rood imports 

7 The economic lmsis f<w this resnlt is thnt in cxpcritncm set?~ wf1cr~ impclrts of rice illld whc.}~tt 
ore sul~ect to exogcmms t.nriffs, imptwlcd de~ and Wh!lnt ¢0!1\1SpOt)d to putc lJ'ndcd~oods. 
Their $0(~inl vulttcs (~ht\d()\V priccs}nrc proportitmaH<llhcir c{fm·lcc~. Jn cxpc.rimcnt SQt .l t me 
qmm~fttttiVe r·estdGtions <1H importS of dec and whcnt mcmn tlmt:thcsa CQJllH)Q(lifJcS ;trcnot; 
su·i.ctly ln\dcd gnod'f und thch· socinl vnlues (shndow prices} m~ !lOt: nccc::;sorily PJ~\)portJomd to 
thch·c{(price~t . · · 
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are t:triffied it is solely the cif value of the aid\ in whichever form it takes, that determines the 

magnitude of its economic effects .. 

The effects on the domestic mnrkets for wheat and rice arc quite different in these two sets 

or case~. Three important points to notice arc first, that in experiment set 2, commercial 

imporL" decline sub:stantially when food aid is inc1·eascd. The increased consumption that an 

incr~asc in food aid makes possible is taken partly in f. he form of conltn<){lities other than food. 

Second, as a result. the increase in food conMunpt.ion which rc~mlts from a lO per cent increase 

in fQod aid is smaller in experiment set 2 than in set 1 Third, the increase in ovctnll welfare 

(aggregate real consumption) which results is significantly larger in experiment set 2 than that 

found in set I. 

\Vhen conHncrciai food imports arc tariffied it is possible to substitute freely between food 

aid and commercial imports. In welfare tenns. it is efficient tn consume the benefits of 

increased fO()d nid partly in the form of increased impoJ1S of commodities other than food. 

\Vhen the level of commercial food impmis is market-detcnnined (set 2), this is exactly what 

happens. A decline in commercial imports of fO()d is the means by which part of the value of 

the increased food aid is consumed in the form of non~ food imports. But when the quantity of 

commercial food impons are fixed (set l ), these adjustments are impeded. The value of the 

food aid. in tenns of the increase in welfare that it pr(1dttces~ is cotTespondingly smaller. The 

resulting increase in food consumption is smaller in that case but the welfare gain is larger- by 

a factor of more than 2. Clearly, the economic effects of food aid depend heavily on the 

govemment's policy stance with respect to commercial food imports. 

Implications t~{ the Uruguay Round 

Table 8 summarises the results of a set of experiments designed the draw out the 

relationships bet\vccn the effects of the Uruguay Round and the policy responses ofbothlhe 

food aid donor and recipient (C.·untries. Columns D land D2 simuiate the effects of the post

Urtlguay Round changes in intemational prices {based on the c{fandfobcolumns marked.SI 

in Table 6) under the two different domestic policy environments regarding .commcrc;ial food 
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imports t'cprcscntt!d by experiment. sct.s I and 2 oi'Tnblc 7. II\ Dl the volume <>t'commcrcie}l 

food imports nrc cxngcnm1~ly fixed and in 02 these impcms arc tnrift1ed. The volnme of ft)od 

aid is fixed c.xogtmonsly nt the hnschycnr level in both cnscs. 

TableS 

h .is tmt suqlrising that rent consumption falls in both cases. 111 cxpcrimclll D2, commercinl 

food imports decline in response to the it\Creasc .in their price, This adjustment rcdHccs the 

welfare impnct of the incn.'nscs in intcmationnl food prices induced by the Umguay Round 

bc<.~nusc Bangladesh is able tn substhotc away from the impm1s which have become more 

costly. But these adjustmems arc ngnin impeded when the qunntitics of commercial food 

imp<Jtts nrc controlled <D l} and the welfare loss induced by the Uruguay Round is thus 

substmHially greater- hy a factor of more thm1 2.5. As in Table 7 'tbovc, t.hc domestic effects 

of externnJ C\'cms tnn increase in food aid. ns in Table 7. and the Uruguay Rolmd induced 

intcrnntional price dwngcs analysed in THble 8) dcpt!nd cnnsidcrably on the dQmestic policy 

environment. 

Exp<Jrimcnts E 1 nnd E2 nrc intended to show the effects of a hypothetical policy response to 

the Uruguay Round on the part of food aid donors. As noted nbovc, by incrcasjng 

international food prices~ the Umguny Round incrert.~cs the budgetary cnst of food aid to donor 

agencies. Supp<)sc they were to respond by r<!ducing the volume of food aid such as to keep 

its US dollar vnluc constant. \Vhat would that mean for food aid recipient countries like 

Bangladesh'? Columns l3 I nnd E2 show the prqjccted effects of the Uruguay Round changes 

simulated in columns D I und 02, but this time wHh donor· agencies responding :1s just 

described. 

lt .is not surprising that the welfare loss from the Umguay Rotmd is magnified when dOilots 

respond in this way. T.hat is, the, estimated welfare tosses found in El.and E2arcgrcatcr than 

th<1SC estimat<::d in experiments D l and D2. The welfare loss in E2 is around SO percent larger 

than in '02.~ but the lQsS in experiment El is only 17 per cent larger than in Dl. ThcrcMon for 

the htrgc di.ffet·cncc is that when the qmmtity ofcommcrdal fo()d imports C{tn be adjnsted i.n 
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H$(1(lnseto the th1llmny Round tD2), food nid hns gteme.r value nt the nmtginth~Hl it docs 

when cpntmcrcint impm1.s arc fixed in qunnthy terms (1) l ). 'Phus, when dQnors reduce. their 

fo<ld aid in response to the Uruguay Round, the welfnre fos!\ caused ~~ gr·cnter when 

colmnercinl rood impnrts nrc HbctnHscd (IE2 cnmpHrod. wHh 1)2) than when these imports arc 

conU\11led Oll cnmparcd with Dl). Nevertheless the rotal wt~Jfar!! Joss that results from the 

lJrugtmy Round comhmcd wtth this response fmnl donors remains snml.lcr when commc.J'cinl 

({md imports ure ltbumh~t~d (f!2l than when wc;y nrc not (11 1). 

f:irmliy. experiment!\ Fl and rn ex:urune the inc:n'<lSt's in food aid that would he required if 

ftmd aid was used Wt nn in~u1:uncm fm· corltpcnMHillg the lea~t,.dcvclnped fond hnporting; 

countdcs like Butl!!lnde\h lbr the wclfnrc los~ that the Unlgnay Round \vould ot.herwiso cnusc. 

For brevity. we ~hall C(ltlstder only the (.'"n~e where the quanutics of' conlmcrdal f()Od i.rnports 

nrc controlled. ah m l) l and[! I. F1·om cnlunm Fl. on utcrettse inlotal food aid to Bangladesh 

of 40 per cent wnufd be rcqu•rcd to :'ttihievt! tlus c:mtcomc.11 But C<lhunn 0 l varies this 

expcrimcm by nssuming; that\ ut rhc srunc time. Bnngladesh reduces its own mt.cs nJtaritT 

protection nero~~ the ht}ard by 24 per cent Thi~ is the nverngc rate of libcrnHsntion ngrced to 

by developing countric~ at the Uruguuy i~tltiJ\d. cxccpl for the lcnst developed ctmotrlcs, like 

Bnnghtdesh. which were exempted from uny required Hbcmlisatmn. In this case, experiment 

Of shows that tw increased food nid would be teqnircd to maintain welfare in l3angladcsh; n 

snmJJ rcducticm in f()c)d nid would still be C('>nsistcnt with maintaining wclfarq. Another way of 

expressing this result is thm the simuhlt.t:~d aggregnte benefits derived by Bnngl:tdcsh fmm a 24 

per cent Hbcntlisnlion of hs own rrues ofprotccdon would mote than offset the losses it incur;;; 

from the U•·uguny Rt1und. 

C41l~lusions 

&Jn modelling terms, experiments Fl ~\n<fOlhold:the composiJi<m offood~ aid~bctwc;en rice 
nnd \vhcm constrUll nt:its base vahte ~md,(rt}nt:thcv<)Jum~ of fooq uid tts c*l()geno\IS so 1\s to 
m:tint~tin. ttggc:gnte rcttl :~tggrcgatc cortsumption. expgcnousiY constJmt:. 
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illustrruJve cxmnpk\ \Vc hove studied the rclm i<mship between the effects of! food uid nnd those 

<'f'the COJ)Ctusi<m of the Unsguny Rmmd of the: ClA'l1". \Vc have nrgned lhnt, mnong other 

rnctors. the mugnitudcs of these cff<.~cts depend cnJcially on t.hc poUcy cnvir()t1nlcut whhin tho 

rood nitl rcdpicm t.•ountry itself. \Vc hnvc dmwn part.iculnr mtcnti<>n lo the role oflhc 

govcrnrncnfs policy towatd~ cnnmlct't'ial foml i.rnpnrts. n c.onu~(wcrsint p(llicy issue whhin 

Jlunglndcsh. \Vc have also ~umlyscd the wny the etTccrs <Jfthc Uruguny Round depend ('Hl the 

response of fn()d nid donors to the intcrnmionnl effect~ of the Rr>und, 

\Vhcn the qunmity of Bnnglndcsh's cmmllc:rcial food imports Is controlled by t.he 

government., the benefits derived ft·om fbod aid nrc smaller lhan wht:!n these imports arc 

tarifficd ·~ subJect to t1xcd mriff rates. L.tJ..:cwisc~ the ncgnt.ivc effects that the Utuguny Rolllld 

may be expected to have <m Bnngladesh wiU also be Jntgcr· if cornntcrcial food hrpm1s nrc 

subject to qmmutmivc cmurnls than if they nrc turiffic(.L FinnJly, we have shown that the 

effects thnt the Uruguay R<mnd will huvc on lJanghtdcsh will depend significantly on the way 

rood nid donors respond to the RouncL IT donors rcducC' the volumes of t\)od nid in t·csponsc 

to increased international food prices rcsultmg n·om the Round, the k)SSCS incurred by the least .. 

dcvek>ped. food deficit countries .. such as BangJndcsh ·will he nmgnit1cd. But, these effects 

will also depend heavily on whether l3nnglndchn itselfpartidpmcs in the liberalisations t.hat arc 

ccntruJ to the Round itself. If it were to particjpatc fully<; the ncgnt.ivc effects tlmt the Uruguny 

Round would otherwise have (m Bangladesh may be entirely \1ffsct by the gains 13angl4desh 

would derive frotn its own Iibcnllisntion, 
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'I.'~• hie I : llanglndcsh: K<~y l~(~•momic lndi<mt(u~s, selected y~~•rs 

1973 198 I 1983-1985 1988 199() 1992 
------~-------··----
Current GNP per capiw CUS$)80 ISO f. SO f 50 180 2t0 220 

--0.2 9.5 4.6 3.9 2.8 6.6 4.2 

StnJcturc of GDP ( '!(·) 

Agriculture 57 tH) 40 42 39 36 34 

Industry I 12 17 17 16 15 16 17 

Mnnufuclllre 9 11 I J 10 8 9 9 

43 43 42 46 48 49 

·12 ~ 12 .. JJ .. 9 -10 w6 

Terms of trndc < t 987= 100} J 64 9} 100 J22 97 104 I 16 

Gross savings ('·"1 of GDP) 4.2 6.2 5 .. 6 4.6 6.3 5.4 9.9 

16 9 II 9 8 5 

~--~~---· 

Notes: 
I Industry consists of mining, mnnufucturing, construction~ electricity, \Vater and gas. 
2[)cf1ned ns the value of export~ of goods nnd non,.factnr services minus the value of impot1.s 
or g.oods and non~factor scrvic~s. 
3 Bnsed on CPJs 

Sot,trces: 
\Vodd Bank, \\fnrld Tables !993, Washington D.C., Hangtodcsh~ G(wernmcnt of1 1994. 

IJ(lnglttdcsfz Bconomic Review 1993--94, Mini}ltry of Finance. Dhaka. 
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'I';dll~ 2: nangh•desh: StnH~harc or ~~~florts, Scl&!cfcd Yenar.s 
1/W'~"•'"""""l!O"'!IIo)''•'"""':'i~"!ii>>.~~>lt'l;,.,,,,.,..<.<:,~wt',.,.,_Ohiii;'W.~ 'iftl<\l•"l£.~'"'' •;./;1..,_.1'>!¥ ... -~~~!\~>W-..W.11li'""'llii!M'!l'lnt.~~·~' ·~·-~ .... ~~~~~~ 

l97J 1981 1983 I9R5 ltlR8 1990 l992 1993 
_,..JI:W\"1 l)llti'.~~~I->>IJ~I-'C)• '·~j,M'oi'""'.,..,.._'\OII'l~l'itt'l'~··'III'<O!~'I/:I,\)I:IO~V!W'-~<ol'lfi$JI#II!"""'' '···\(\I~~J~~~~~~~ 

Total rxpnrts Wlillinn US$) 354 711 (i86 9~4 12Jl 152"4 199r4 2383 

TotnJ c:\ports ( %· nf (J[)P) (l. I s.o 5.6 6.0 6.4 6.8 8.4 9.6 

c(•mmodity group ( o/c Hf totul) 

Row jute 37.8 16.8 16 16.1 6.6 s.a 4.3 3.1 

Jute goods 52 . .'\ ; 1.6 46.6 41.1 24A 21.5 15 .. 2 1.2.3 

Ten 2.7 5.7 6.8 6.$ 3.2 2.6 1.6 1.1 

t.cuthcr nnd leather product~ 4.5 8.0 8.5 7.5 I 1.9 11.7 7.5 6.3 

l~cndy .. rnndc gm·mcnt~ 0.5 1.7 12.5 35.:\ 40.0 53.4 53.3 

Shrimp nnd n.~h 1.3 5.6 10.5 9.3 I 1.8 9.5 6.8 7.3 

Others 1.4 11.8 9.9 ().4 6.8 6.5 J 1.2 16.0 

13xp<H1 Price index (1987:;;100) 58 96 94 lOS 99 115 129 

Notes: 
'! illdicatcs insignificant. ·.: indicates not nvnilnhlc. 

Sources: 
13n.nghtdcsh. Government of, 1994. B.\J)(Wt[rom Brm,qladash /972-73 to 1992~93, Bxp<,rt 

Promotion Bureau, Government of B~mgladesh~ Dhnk~t. I3nnglndesh, Government of, 1994. 

Bmrgftu/c1sll trcmwmic Rt'viaw /993~94, Ministry of Fimmce, Dhaka. \Vol'ld Bank, \Vorld 
Tables /993, Wnshington D.C. 



Tnbh.~ 3; Unngladcsh: Ccmnmsition of hlUWrts. St.\l(lcCod Vc~u·s 

Tot.ul imp(.H'b ( nnllion l TS$) 

·1 ntnl itnpnrts (Hf of GDPJ 

iHO 2.1:U 2J09 2647 2986 3759 3464 3986 

1.\.1 17.7 IR.7 16.4 15.6 16.8 14,6 16.1 

Cf.lnH1HHiity groun ( o/t-· ut: total) 

Fnod and mnJnr primnry gt'olh. 54.7 2X.I 15 5 J 1.6 25.2 12.8 14.4 10.2 

01 0.2 

\Vhent ~t1 11.7 122 IIA 7.2 3 . .5 

I 6 I l6. 7 Lt .5 I (). \ I 5 . 9 I. 7 . S 17.2 18 

Edible otl t.J 3.6 3.6 J.Q 5.9 .5.3 4.1 3.8 

Petroleum 3.9 6.3 l,,6 5.0 4.6 4.6 4.9 4.1 

FertJlhcr 3.1 ·Ll 2.9 5.2 1.5 1.2 1.4 3.3 

Ccrnent 0.9 LJ 1.9 LO 2.2 2.2 3.J 2.9 

Capital gomh 12.~ 27.2 2.59 26.1 36 . .5 34.5 37.1 31.3 

M isccllancoun 25.8 28.0 25.1 2(l.f) 22.4 34,9 31.3 40.5 

Import price index ( 1987::: l 00) 35 l 03 94 89 l 02 I l 0 I I I 

Note: -~-· 

' . .' indicates nol avnilab!c. 

S(•ur•ces: 
Btnlgladcsh Oovcrnmcnl, 1994. lmf1ort.~·, rnitnco, t•I:Hmhu~ Cummission, Dhnluq 

lhmAiadcsh <;ovcnuncnt, 1994. llmu;ltufesh Hcomnuic Review 1993-94, Minisc.ry of 
lrinancc. l>h11ka; Wnrld lhtnl~, WorM Ta/JI(Is /993, \Vashington U.C. 



Tnhll! 4~ G:r·nins hupm·t by Sn.urccs: •• 97Sf76, to 1989/90 
(l)cr•(~«.mt:ag,c shares by hHal volunH,!) 

Ycat' Aidc:~d import Cnshllmm impt)t1 

I 975/1{) 90 lO 
1976177 82 18 
1977178 8'1 

~' .... 18 
1978179 96 4 
I 079/80 49 51 
1980/Sl 70 30 
1981/82 91 9 

... ~ l982~HJ 51 49 
l9~tt!84 C1X 32 
1<184/85 50 50 
1985/86 91 9 
1986/87 Xl 19 
1987/SH 61 .19 
1988/89 6] 37 
1989/90 56 44 
1990/91 58 42 
1991/92 89 ) 1 

1992193 tOO 0 
1993/94 51 49 

S()lJrc~s: l9775fl6 tn 1989/90 from Hamid, tvf. A. , 1991. A Data Hase on Agdculturc and 
Foodgruins in Banglnclcsh t t 947,.48tn 1989-90). Dhnkn; l990/9l to 1993/94 calculated ftQnl 
\Vorld Bank. Report Nn. 13875 .. 13 D. 1995, tables 3.6 and 3.1 0. 
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Table6: Projected Impact: of the llr:lJ.gllay Round ou \\1orlnPtices {per cent) 

Industry Sl 52 
cif fob 

Rice ti60 710 ItiS7 
~ 'Wheat 10.30 10;90 11.52 --3 Jute** 4.60 5.40 ..0.45 
A- Tea** 0.60 o~oo -0.:59 "1' 

5 Fishing** uo LW ~6.66 

6 Forestry*"" L&O 2.20 -088 
7 Edible oil 4.60 5.40 -0.45 
a Other agncultcre 1.70 L80 -007 
9 Sug-ar reftmng 460 540 -045 
tf} 1'e~1Hes -670 -7!0 -L07 
t l Garments** -670 ~7 HJ -2 14 
i2 Jure rexufe.::•·~ 46H 'LfO . t f17 
13 Paper and paper pru.dul;b 020 (jHJ -077 
14 teamer & l-%-'~.n\\.ear'"'* 01U 010 -UiJ9 
!5 Chenucats fJZO l.UQ ·U74 
I 6 Othermanufat;tunng 02fJ 010 .(J 51 
f7 Phystcal o"erbe.ad~ 060 060 .f) 43 
18: Socml overhead~ 0 6U 060 .() 22 

Export Ptice index n.a.. 0.11 ·1.21 
Import price index l.J3 n.a. 0.39 
Terms ot trade -1 .. 02 -L60 

·---------· _______ .. _ 
Notes~ 

Sl i:~ Samano r ba~ed 0!1 Duru.:au et at I I 994 '· 
52 u Scenanu :! ba!>t!d un T4hle 3 m Dt::e e1 al f 19Y:2J. 
S3 t:~ Scenano 3 ha~d oo Dee t 1'194 ;. 
S4IS Scenat1u 4 dr-.t'>Ht from Tabfe: l Ul Andre~s et ulll994.i, 
SS1~ based on S...:enaruj 1 vf Table 9 m Vanz:em er,d ( 1994!~ 
S6 .tS ba..~d on ScenariQ! l of Table 2m Vanzem et a.L t i 993 }~ 

S3 S4 55 S6 

8.48 s.oa ra.oo 7.00 
13.26 &.00 7.00 7.00 
-0.15 
..IJ.5t 
-0.21 
-0:.55 
-fl15 6.00 7JJO 
0.71 2.00 1.00 400 

-015 100 1.00 300 
-!.85 

-14 51 
·l t55 
-071 
~l 56 
-059 
-032 
-005 
.fJ42 

-S.Ol {}.04 tl.04 o-.09 
0.56 1.08 o~1s 1.34 

-S.51 -1.04 -0.71 -1.25 

S1 S8 S9 S!O 

~L90 5.60 1.99 4.22 
590 3020 4.35 632 

300 17.50 1.88 2.34 

41U 17.70 2.51 4.52 
590 27.10 Jr. -~ 

? ?--··-" 
HJ10 5930 6.Jt IO.lS 

0.14 0.63 0.03 o.os 
1.48 7.54 0~74 1.21 

-1.34 .. 6 .. 91 -0.71 -1.16 

51 andS8.are based t'n St:enatlt> l tPLJBA;.and St:enano 2 tFLIDA)-. r~pe:ctivcly. ufTable 3.1 mGuldm erut (l993J~ 
S9aad.Sl0 are Sa:.nam. 9 and Sceaanu lOdrnwn. respecu~cly. from~;olum .. I'JS 1 and 5 of Table 7 m Bnmdaoand Manin \1993}: 
Sx .and S,:\-1 art+ re~pt..:tt·.ef:y. me mdustr~{s shares m base·year aggregate exports and rmpom m Bangladesh ; 
**indicate~ exptJitmg md~ m tht: Bangladesh CGE model. 
n.a indi.; .. ·ates not apph~able. 

sx SM 

0.00 1.20 
o~oo 5.A6 

10~114 0.00 
0.28 0.00' 

13.18 0.00 
O.Ol 0.00 
o~oo s~o:a 
2.15 t0 .53 
0.00 3.5(} 
OJ)() 3.25 

29~36 0..16 
26.\P- uoo 

I. OS 2.1(} 
1321 0.01 
OJJ4 4.60 ~ 

3.68 64.14 ~ 

0.00 0.00 
0.0<} 0.00 



Table 7: Unngladcsh: Effects of 10 per cent Increase in Irood Aid 
(percentage change from buse l'4.!nr level) 

-------· --------------- ~\T ~--•rr---c~r---x.z---iii--·- -c-2 -----

Key macro variahfcs 
GDP m nutrkct pmx~s (real) 
Consumer pticc index <CPO 
GDP (at market pril~<.1s) dctlatnr 
Nominal wngc 
Employment cllccts 
Aggregate ~xport~ (volume\ 
Aggrc,g th.' import\ (volume) 
Aggrcgall' consumption (real) 
BOT llelicJI tn 

current world pnccs. t l !S$ i 

Ou~put aggrcgatt.\S (r(~:tll 

AgrkuhUT\' 
MnnuflK~turi.ng 
Scrvk'cs 
Exportmg 
Import-competing 

Producer price 
Rice 
Wheal 

Industry out(Hlt 
Rice 
Wheat 

Terms of trade cffcds 
Export pncc index 
Import prtcc mdcx 
DtiTcrcncc 

Commercial imports ( rcul) 
Rice 
Wheat 

Consumer price {real) 
Rice 
Wheat 

Food consumption (real) 
Rice 
Wheat 

Food aid (real) 
Rice 
Wheat 

Rice \Vhcnt Total Rice \\'heat Total 

O.OOCl 
-0007 
.().()07 
-0007 
().{)0 I 

(lOU 
0 ()();l 
0.006 

-000<1 
0.006 
0 ()()) 
0.006 

.() 002 

.().{)22 

.(}.001 

-OJllR 
0.007 

-!1002 

-0.002 

0.0~0 
.()(16:~ 

·0.062 
.().()6,, 

0.050 
0 Ill 
0.023 
0.050 

0.009 
0.049 
ocns 
0.051 
0015 

.runs 

.1.()90 

0.023 
·L51S 

OJ157 
-0.070 
.() 070 
.().070 

<Hl51 
0124 
0.026 
0.056 

0005 
0054 
0040 
0()5l) 
0013 

.() 060 
-1.091 

0005 
·1.51 I 

0.020 
o.o:w 
0.045 
oo:w 
0.008 

~0.152 
.l) 032 
(1021 

0.089 
() 174 
0.199 
0.174 
() 036 

·0.669 
·0.141 
0.093 

0.005 0.020 
.() 023 -0.1 03 
<HHO 0.043 
.o O:l4 .(t 148 
() 002 0.007 

n.044 n. 195 
().()3 1 0.135 

0.007 0.032 
-0010 -0.043 

O.JO~ 
0.213 
0.244 
0.213 
0.044 
-OJ~21 
-0.173 
O.ll4 

().()25 

·0.127 
0 053 

-0.182 
0.009 

0.239 
0.165 

o.o:w 
-OJJ53 

·0.0 13 -0.015 0.016 ().069 0.08t1 
* * ,., * * 

-o.o n -O.OJ s n.o 16 o.o69 o.084 

* * * -IR.386 2.907 -15.479 
* * *' 0.304-15.944 -15.640 

-(!.01& 0.025 0.()07 0.005 0.021 0.026 
0.009 -2.631 ·2.622 ·0.028 -0.127 -0.156 

0.006 0.021 0.028 ().()08 0.036 0.044 
0.003 0.673 0.676 0.020 0.087 0.107 

I 0.000 * 1 O.QOO l 0.000 * J 0.000 
* 10.000 10.000 * 10.000 10.000 

N'-;}'t(!S!----------·-- ________________________ _. ______________ ,.._. 

AI, Bland Cl: Food aid increased by 10 percent with commercial food imports subject to 
quantitative controls. 

A2, B2 anq C2: Food aid increased by l 0 per cent with commercial food impotts tariffied. 
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T•iblc 8: B~mgladcsh: Effects ot· Post-Urugutty Ronnd \Vorld Price Chungcs 
(fJ(~rcNttugc change t'a·om hnsc ycnr h!\'cl) 

----·~--·-----· --· -~---·~- -,,.,--1>I--1r.----E2-- ··~;;.---err-----·-----

----------------------------------------------------------K~y UUH'rn ''tu'inhll~S 
ODP m ntm·kct pnt.·c lr,ml) 
ColtsUnH.'r pnl'~ trHh~ x ( t 'PI) 
(11)P {alnuu·kct pn~·t'\ dt~llntnr 
Nominal wage 
Hmplnymcnt effCl't" 
Aggn~gnt<.• cxpom. (Vohttne) 
Aggregate unpnrts { vnhum:l 
Aggregate ct.msumpuou (IWtl) 

BOT ddicit m cmrcnt 
\vnrh.l pn,:cs (LIS$) 

Out(nlt nggt·cgnt~s (n~ul) 
AgJ1(~ulturc 
MnnuiiK'tunnu 
Serv•~cs ... 
ExptlJ'hng 
lmpurt~c·nmpctllll! 

Pr()duc•T price 
Rrcc 
Wht~m 

lu.ch•.stry out.rwt 
Rtcc 
\\~1~11 

Terms nf trndc cft'N:I .. ~ 
Expun pncc mllc.x 
frnport pncc index 
DiiTcrcncc 

Comnwrdal imports (real) 
Rice 
Wheat 

Con~umcr pt~icc (rcul) 
Rkc 
Whcm 

fl'ood consumption (rcrtl} 
RICC 

Wheat 
Ft>od nid (rcnl) 

Rtcc 
WhL~ll 
Tntnl 

·0. I J I 0;()51 
n 147 0.796 

·0.373 0.675 
·0.147 0 796 
·<L20 I . .(J.211 
() 200 • 2 (!64 
.() 947 -1.612 
-0 J.12 () 112 

·O.IStl 
.()077 
.().305 
·0.077 
.() 25:~ 
0.077 

.l) l)7:\ 

.() 187 

0 OH•I 0 160 0.077 
.() XJ5 · 1.4.17 ·0 RS9 
·0.190 ·0 l•B 0.2:!9 
.o nx .o 9So .o 2'7 
.() 226 .() 232 ·0.24() 

·0.228 0.799 ·0 174 
-0.246 .lMh O.R77 

.. o 120 o n~x .o 1 :u 
·0.24:\ 4 llO I .\16 

·I 041 ·0. 71 0 · 1 .026 
0.750 0.750 0.750 
-1.791 · I 460 ·1.176 

* . 7~.225 
* -47.259 "' 

·0.081 0.015 -0.095 
-0.;!51 7.218 245.3 

.o. t J6 .o.o~n .o. 162 

.. () 1.52 • t .863 ·0.84'7 

-0.054 
0.591 
0440 
0.$91 
-0.25., 
·2 175 
·1.446 
·0.242 

01.16 
.J .'H6 
0.194 
.(l.f:05 
.(}241 

0.5691 
~487 

~0010 

4.2.\4 

-0.792 
(} 750 

· L542 

·69.0SO 
·31.040 

-0010 
7.367 

~0.125 
-1.9()5 

0.009 
·0..104 
·0537 
.()J04 
() 171 
0.491 

-OXX7 
·0192 

0Jl02 
-0711 
.. o.oss 
·0042. 
·027.1 

(J.Z95 
·1.622 
~2.l3l 

·1.622 
0.6U{ 
6.:ns 
0.360 
0.070 

<LU9 
0.117 
0.157 
1.654 

ff0J)40 

.() 699 ~ 1.540 

.() 432 ·1.490 

.0.:\01 () 075 
·0 314 0.07H 

·1.075 -1.647 
0.750 * 
.) 825 ·2.3% 

·0459 
~OA59 

().088 
0.088 

• 
* 

·6.600 ·6.600 209.833 ~19.212 
·10.300 .1().300 1.477 0.229 

-9.614 ~9.614 40.092 ~3.375 

N''OtC!~------- .. ------------·--- .... -------------··---------------
() 1: Food ;tid quantities c.xogcnous~ commt!rcinl food impnns exogenously fixed. 
D2: Food nid quuntities exogenous; cmnmcrcial food imt1orts t11riftiad. 
El: Food aid qunntitics endogenous such that the elf value of food nid is cohSUint; cornmcrcinl itt\[)Orts a!; in 

1)1 
H2: Food aid quantities endogenous such that !he c((valuc of ft:wd aid is coitst:\nt~ cmnmcrcinl hnpurts as in 

D2. 
PJ: Food :tid endogenous to maintninthc hasc-.ymw food {rice :tnd Wfte:lt) C<lnsun)ptimt; commercial imports ns 

in Dl. 
G I: endogenous food nid With 24 pel' cent cut .in pwtcction; commercial imJH)flS us in J) J .. 
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Af)t,endb Tablt~ t\ l: lnthtsh~y Charnctt~rist.j"s of the lluoghtdcsh l\,h,dct 

(Ji'<1Ss~'"'~*""\t uf\iC .. nd(k;(1Cnj)fiul~·"- l!:'\ ()01;::- ltnpt>rt-. AVC11\gc 
nuqmt to output tnbmlt' <mlput dcmnnd tm'iff 

(million Jnkn} mtio mun rnriu rntio I t~nc 

-·1lfiili~··~·:·a•ics 
Jure 
Ten 
hsh 
Forestry 

Hcttdy .. mmk~ gnrmt•nts 
Jute textiles 
Leather 

lmJHwt;lbf~s 
Rice 
\VhctH 
Edible oil 
Other agriculture 

Stu~nr 
C()tlon tc.•xtile:-. 
}>H1>Cr 
Chemical& 
Q(hcr mmmfncturcs 

Non-tr*h•hlcs 
Physical overheads 
Social ovcrhcnd~ 
Public administ.ra.tinn 

Total 

9.336 
7.785 

J5SJ05 
3l.705 

10.714 
10,204 
4.9R.1-

t 64.49H 
b,62H 

I I .293 
151517 

12.455 
20.485 
H>.s:rt 
23.57 t 

1 !0.583 

277.868 
27,932 
78.172 

1.005 .• 555 

0.62 
0.7J 
0.76 
0.79 

0.31 
0.4-.J 
0.39 

0 75 
(}" 77 
0.31 
0.66 

0.13 
O.J3 
0 .. 15 
0.26 
0.31 

0.67 
0.89 
0,83 

0.63 

0.05 
13.45 
OA3 
6.02 

0.52 
o.os 
0.72 

0.77 
OJU 
2.46 
lAO 

OJ17 
0.13 
0.90 
7.82 
1.41 

2.09 
0.12 
0.53 

1.12 
·---··---""W-~··--··-···-""'""''--'"''"--'"~ '""''"-·'~·-·~""··--~.'~"''"" _.,~,, 

Notes: 

0.34 
(tO I 
0.12 
o.on 

<t87 
0.83 
0.84 

n.a. 
n.n. 
n.n 
cum 
n.n. 
n.n 
ttO.'l 
n.a. 
0.01 

n.u. 
n.a. 
n.a. 

().()3 

lJmpnrf!; ilttt.ldomc!ltlc demnnd_s meh.ld~ hnth I mal cnnsumptttm and intcnucdruw uses. 

Atl the rath1s are cnkufatc:d at the hast\! pnct.~'i. 

n.n. n.n~ 

n.a. n.n. 
n.u. n .. u. 
Jt.~l. tLn. 

0.1'4 
n.~~. 

0.02 

o~ot 
0.54 
0.43 
0.09 

0.33 
0.20 
0.26 
0.27 
OAS 

n.n, 
n.a. 
n.n. 

(). 14 

n.n. 
n.u. 
n.n. 

n.u, 
n.tt 
0.23 
0.04 

0.23 
{},I '2 
0.27 
O.J7 
O.J3 

n.n. 
llAl. 
n.u. 

0.13 

Ahnmmnd,ll.. J 995, Fan•(qn F~tdmm:w mul Trrul~ Polit·v l:.',WUJs in a Dr~;~f!l<.tpittf.:, l!c~(.mtuny: tlu: 'vrse af 

/J<IIJ,qlt~dt~.'rll. A vchury. Hngbmd, 



:FOOt). AlO, J?(J()D P<ll)lCl~ ANI> 'I~l'll~ :u··RU(itJA\tJ ROUNil: 

Il\·11,l"lCA'I~l<>NS lf(lR llA~NcrLA:t>ESJl 

Sin1 ulatio11 l{c.sults 

.. 1 :::: conHnercinl hnports fixed CXO!!CtHlUS.ly 

.2 = eornmcrcinl imports subject t:o fixed tariffs 

Tal?lc 7 {p. 27) 

A Itt) Cl food aid exogenously increased by .1 09f~; conHncrcinl in1ports 
exogenous 

A2 to C2 food aid exogenously increased by Hl<fc"'; eotnmetdal itnp(;)tts 
subject to fixed tnriffs 

Table 8 (p. 28) 

Dl Uruguay Round world pric.c chn.ngcs~ food aid exogenously constant:; 
cotnlllercinl impoits exogenous 

D2 Untguny Round world price changes~ food aid exogenously constant; 
connncrcial illlports subject to fixed tarift:c;;. 

El Uruguay Round world price change.s; food aid value e;x()genously 
consttlnt; comtnercial in1ports exogenous 

E2 Uruguay Round world price changes; food aid value. exogenously 
constant; comrnercial irnports subject to fixed t<triffs 

Fl Untguay Round world price changes~ fQod aid adjust~d endQgenously to 
n1aintain food consun1ption;. conHJlct·cial .ht1ports exogeh(>US 

Gl Urt1guay Rotmd world ·price ch"nges; food ,aid adjuste<t: ertd9g~tl()O$l'y to 
111aintain rettl consuntption; collltiletc.h\l hnpo.rts exog¢1lOUs; 
24 o/a cut in tariffs 




