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FACTORS AFFECTING STOCKING DECISIONS OF RICE
TRADERS IN DHAKA CITY-FINDINGS OF
A SAMPLE SURVEY*

Quazi Shahabuddin**

ABSTRACT

This paper analyses rice traders’ behaviour pattern in general, and their stocking decisions in
particular, based on information collected through a field survey in and around Dhaka city. It was
observed that traders” (both wholesalers and retailers ) stocking decisions were influenced by prices
expected in the future, but the time frame of such expectation was confined to one week. Among the set
of factors specifically related to operation of Public Food Distribution System, it was observed that most
of the traders both in the wholesaler sad retailer groups, considered open market sale (OMS) of
foodgrains by the Government as an important factor influencing their stocking decisions.
This, therefore, underscores the need to devise appropriate measues in arresting price hike during the lean
season, for greater involvement of private grain dealers in the public foodgrain distribution system.

1. INTRODUCTION

Stocking of foodgrains by private traders constitute an essential economic activity. This
happens because of the need to maintain an even flow of foodgrain consumption throughout
the year in the face of seasonal nature of agricultural production. However, not enough
information is available about the behaviour pattern and operation of these private grain
traders in the country. An attempt has been made in this paper to analyse rice traders'
behaviour pattern in general and the factors influencing their

*The paper is based on chapter 5 of the report on "The Existing System of Public
Foodgrain Distribution in Bangladesh and Proposal for Re-structuring (1986), which the author
prepared for FPMS, Ministry of Food, Govt. of Bangladesh.

**The author is currently associated with the Master Plan Organization, Govt. of Bangladesh. He
is indebted to Dr. Nuimuddin Chowhdury and to an anonymous referee of this journal for their
valuable comments on an earlier draft of this paper. However, he alone is responsible for any errors
that remain.
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stocking decisions in patticular, based on information collected through a field survey
among a sample of rice traders in and atound Dhaka city. In the process, some insight
have also been develaped into the petceptions of grain dealets as to the actual and potential
role that various Public Food Distribution System (PFDS) offtake can play in dampen-
ing their spaculative behaviour, particularly in the lean season.

In Section II, we discuss the size, composition and major data charactetistics
inthe sample, This is follawed, in Section III, by an analysis of the factors influencing
stocking decisions of rice tradets, and also what significarce they attach to various
PFDS operations in Bangladesh. The main firdings are summarised and some
concluding observations ate made in Section IV,

II. MAIN CHARACTERISTICS OF THE SAMPLE

As mentioned abave the main source of information of this study is a field survey
conducted among a sample of rice tradets inand arourd Dhaka city, The sutvey was
so designed as to elicit information pertaining to rice traders’ behaviour particulatly
with respect to their stacking decisions and how those decisions were affected by various
PFDS openations in Bangladesh. Table 1 shows what categories of traders were
interviewed, their size and the locations in which the survey was carried out.

TABLE 1. SIZE AND COMPOSITION OF THE SAMPLE TRADERS

Category Location Sample size

Wholesalers )
Bepati 1
Aratdar  Badamtali (9), Baburbazat (4) 13
General  Mirpur (7), Kowranhazat (2) 9
Miller - Mitkadim (4), Firingibazar (2), Othets (3) 9

Retailets 12

Malibaghbazar (3), Thatatibazar (3)
Kowranbazat (4), Pakirapulbazar (2)
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It is quite evident from Table 1 that in total fiftyfour (54) traders were
interviewed, of which fortytwo (42) were wholesalers and the rest, twelve (12) were
tetailers, Four categoties of wholesalers were identified for the survey namely bepati;
atatda, gensral wholesaler and miller whole saler. The field survey was carried out
in vatious mackets in Dhaka city and its surrounding ateas during the third and
fourth week of November ( Nov. 16-Nov. 24 ), 1985.

Tables 2 to 5 present information with respect to some socio-demographic
and functional charactetistics of various categories of tice traders in the sample.

Average age and cducation level of different categoties of traders in the sample are
presented in Table 2. It is observed that there is vittually ro difference in the average
age (and also its vatiability) between the two major groups of traders-wholesalers and
retailers—with an average age of about 3§ years showing about 30% variability in
the sample. 'The level of education as measured by the number of school years attained
by the wholesalers is somewhat higher than that of the retailers - 6.9 school years among
the former as compared to 5.6 school years among the latter. Both the groups display
similar variability in the sample. Within the wholesalers group, however, ore obset-
ves considerable differences in the level of education, with srardar attaining the highest
level (8.9 school yeats) and genetal wholesalers the lowest level (4.2 school years). Itis
also observed that the traders with the highest education level show lowest variability in
the sample and vice versa. :

Table 3 shows the relative importance of diffetent types of tice traded by various
categoty of traders in the sample, The wholesalers as 2 group traded more coarse
rice than medium varicty. This is patticularly observed in case of aratdars. Retailers,
oa the other had, traded more in the medium quality tice. For both the groups,
fine vatiety of rice featured rather insignificantly, accounting for about 2(9, of their
total volums of transactions. Bepari would apeat to be the sole exception—fine rice
claiming about 339, of the shate in their total trade as recorded in the survey.

Regarding the tye of market information required by the traders, it is obsetved (Table
4) that price of rice featured rather prominently in the sample. This remains true forthe
respondents engaged in both wholesale and retail trade. ~ About half of the respordents
in the wholesalers group (but none among the retailets) also indicated crop condition as
an additional factor entering their information package.

Among the means through which information are collected (Table 5), the ¢x-
change of infarmation with other dealers, market visits and telephone, in that order,
wete cited mote frequently in the sample particularly for the wholesalcrs, though some
variations were observed within the group. Telephone as a mears through which
information were collected did not feature at all among the retailers while neither radio
not newspaper were cited as ameans through which market information was collected
by either of the two groups.
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TABLE 2. AGE AND EDUCATIONAL LEVEL OF DIFFERENT CATEGORIES
OF TRADERS
Cagegory Age ' Education
Mean Coefficient Mean Coefficient of
(Yeats) of variation ~ (School years)  Variation
(Percertage) (Petcentage)
Wholesalets' 383 312 6.9 457
Bepati 344 26.9 6.8 49.7
Anatdar 422 217 8.9 297
G::al 340 10.5 42 71.3
Miller 429 36.9 14 50.5
Retailers 378 32.4 56 453
a. Generally, the bepari wholesalers buy rice or paddy from the primary markets and sell them to re.

wailers cither directly or through agents. The aratdar wholesalets procute rice from the primary markets
through farias and salaried agents and sell them direct to the retailers. The geteral wholesalers buy
cither from the primaty markets ot from the millers or even the growers throngh Jarias and sell them to the
retailers. The miller wholesalers purchase paddy through intermediaries and mill themselves into
rice before selling it to the retail traders. For an clabotate discussion of various functions petformed by
different agents involved in the marketing and distribution of ricefpaddy in Bangladesh, see (Rahmaa ef of,
1984).

Source 1 Traders’ Sutvey, 1985,
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TABLE 3. TYPES OF RICE TRADED BY DIFFERENT CATEGORIES OF
TRADERS

Category Coarse Medium Fine
—_—
Mean CV. Mean C.V. Mean C.V.
(md) (%) (md) (%) (md) (%)

Wholesalers 43 294 382 3.5 185 859
Bepati 28.8 53.5 38.7 351 25 90.4
Aratdar 53.8 210 27 26.7 13.5 58.5
General 433 28.8 40.0 238 16.7 46.9
Miller 46.7 264 429 3.1 10.4 40.2
Retailers 35 243 49.2 133 173 44.4

Source : Tradets Sugvey, 1985,

TABLE 4. TYPE OF MARKET INFORMATION NEEDED BY DIFFERENT
CATEGORIES OF TRADERS

Category Crop Condition Rice Price  Matket Artival  Market Stock
Who lesalers 416 8.3 95.2 -
Bepari 454 100.0 100.0 —
Aratdar 462 69.2 100.0 —
General - 100.00 100.0 -
Millet 100.0 88.8 8 - -
Retailers — 9.7 100.0 83

Note : The figuses indicate the petcentage of tespondents with positive responses i total sample in
that category. Evidently, the factors are not rovtually exclusive, ‘

Source : Tradess’ Survey, 1985,
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TABLE 5. MEANS THROUGH WHICH MARKET INFORMATION 1S COL-
LECTED BY DIFFERENT CATEGORIES OF TRADERS

Matket ~ Other  Transport
Category Radio Telephone Newspaper Visit  Dealers  Agents

Wao lesalers = 68.0 - 786  88.1 48
Bepari — Al — 54.5 72.7 9.1
Antdar — 100.0 — 231 46.2 17
Genenal — 333 — 100.0 66.7 -
Miller —_ 2.2 — 718 88.9 o

Retailers — - - 66.7 75.0 16.7

Note : Same as in Table 3,

Source : Traders Sutvey, 1985
1. FACTORS AFFECTING STOCKING DECISIONS

As mentioned eatlier, an important objective of our traders’ sutvey was to generate
information that would facilitate our understanding of the decision makirg process of
rice traders specially with respect to their stocking of foodgrains. In patticular, attempts
wete made to identify the factoss - both general factors as well as factors specific to the
opetation of PEDS-that affect their stocking decisions. The results of the field survey
partaining to such behaviour are presentd in Tables 6 through 10.

Table 6 shows that there is an overwhelming tendency on the part of the traders,
patticulacly among the wholesalers, to resort to stacking of foodgtzins. Within the
wiolesalers group, this tendency is obsetved to be more pronounced among beparies
and general wholesalers. Surprisingly though, the average petiod of stocking is obser-
ved to be greater fort he retail traders (6.5 days) as compated to the wholesalers
(49 diys). Tae difference, however, may not be statistically significant,
patticulatly for general wholesalers and millers. As expected, the averge amount of
stock held by traders as recorded in the survey, is considerably greatet (about fifteen times)
for the wholesalers as compared to the retail traders. Thete ate, however, noticeable
vatiations within the wholesalers group, with arasdar recording the lasgest (313 maunds)
and bepari the smallest (69 maunds).

"The impact of expected future prices on stocking decisions of different category of
tradets ate shown in Table 7. Tt is teadily obsctved that the traders’ (both wholesalers and
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TABLE 6 AVERAGE PERIOD.-AND AMOUNT OF STOEK. HELD BY DIE-

FERENT: CATEGORY OF. TRADERS
Category By Moze and- Average Period Avetage Amount
Selt Less Now of Stock of Stack

) Men  CV. Mar GV
(days) (%) (maund) (%)
Wholesaless 86.7 49 49 203 762
Bepari 90.9 3.6 222 69.2 712
Aratdar 769 40 335 3150 813
General 100.0 6.0 5.0 168.0 .8
 Miller 718 6.6 289 258.6 672
Retailers 66.7 6.5 154 125 1345

Source : Traders Sutvey, 1985,

TABLE 7. IMPACT OF EXPECTED FUTURE PRICES ONSTOCKING. DECI.
SIONS OF DIFFERENT CATEGORY OF TRADERS

Category Tomorrow’s  Price Expected Price Expected Price Expected
Price After 3days.  Next Week  Next Month
Wholesalers 405 214 286 -
Bepari 454 454 9.1 —
Anatdar 61.5 — 154 —
General 44 2 333 —_
Miller nr 22 66.7 —
Retailers 250 66.7 83 =

Note : The fignzes indicate the petcentage of respondents with positive responsses inthat - category in the
sample.

" Source : Traders Sugvey, 1985,
§m
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setailers) stocking decisions are influenced by prices expected in the fututebut that the time
fimme of sach price expectations is confired to anly seven days. This is also confirmed by
sespoases to “Others” category (refetring to futute prices for the periods not specified )
which represented only 5% of total sample among the wholesalers and none among the
setailers, Within this one-week time frame, however, there is considerable variation in
peice expectations affecting stocking decisions between the wholesalers and the retailers,
“and among four category of whalesalers. About two-fifth of the wholesale traders are
observed to be influenced in their stocking decisions by one-day-ahead (tomorrow’s price)
price expectation, about one-third by one-week ahead price expectation and only about
one-fifth by three-day-ahead price expectations. More retail traders, on the other hand
ape motivated in thier stocking decisions, by theee-day-ahead ptice expectations (about
two-third of them ) than by one-day-ahead (about one-fourth) ot by one-week-ahead (only
L 89) price expectations. Among the wholesalers, aratdars ate influenced by tomorrow’s
 price most (abaut 60% ofthem) and the miller wholesalers least (only 11% of them), while
the miller wholesalets ate motivated in their stocking decisions by one-wec k-ahead price
E expectations most (about two-third of them)and the beparis least(onlyabout one-tenth of

Table 8 shows the relative importance of different factors affecting stocking deci-
sions of various categoty of tice tradets in the sample. Tt is observed that for most of the
wholesalers, present matket condition secms to be an important factor affcting their
stocking decisions, Also, about half of the wholesalers take into consideration other
traders’ behaviour and about one-third of them the condition of rice hatvest in making
their stocking decisions. Retailers, on the other hand, cite both present market
condition and other traders’ behaviour as almost equally frequently as factors affecting
theirstacking decisions. Very few cansider the condition of rice hatvest as a televant
fictor, It is significant to note that none in the sample consider future scarcity as a
factar influencing his stacking decision. Inout context this makes sense only when the
fuature refers to a time period exceeding one week, as we observed eatlier while discussing
the role of price expectations in tradets” stocking decisions.

Next, we attempt ta analyse the set of factors specifically related to the aperation
of PEDS that affect traders’ stacking decisions. This is done on the basis of irformation
presented in Table 9. It s readily observed that none of the ration variables, such a3
ration price, ration quota andfor ration off-take entered inta the stocking decisions of rice
traders in our sample. This is true for bath wholesale and retail traders.  On the other
haad, more than 90% of tradets in both the wholesale and retail groups consider open
matket sales (OMS) of foodgrains by the government as a factor affecting their rice stoc-
king decisions. This remain true foralmost every category of traders among the whole-
salers as well.  Import of faodgrains by the gavernment also feature tather prominently
asa factor aff:cting traders’ stocking decisions, This behavour is more pronounced
am)ag the wholesalers (almost each category) as compatedtathe tetailersin oursample,
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TABLE 8. GENERAL FACTORS AFFECTING STOCKING DECISIONS OF

DIFFERENT CATEGORY OF TRADERS
Categoty Present Market Rice Other Traders  Futute
Conditions Hatvest Behaviour . Scatcity

Wholesalers - 69.0 30.9 47.6 -
Bepari 545 18.2 63.6 -
Aratdar 61.6 231 46.1 -
General 100.0 33 1.1 -
Miller 66.7 444 66.7

Retailers 66.7 8.3 75.0 -

Note : The figures indicate the percentage of respondents with positive fesponses in that category, in the
sample.

Source ¢ Tradets Survey, 1985,

TABLE 9. PFDS FACTORS AFFECTING STOCKING DECISIONS OF
DIFFERENT CATEGORY OF TRADERS

Category Open Matket ~ Import of Govt, Stock
o Sale Foodgrains of Foodgtains
Wholesalers ‘ 952 - 904 48
Bepati 100.0 100.0 —
Anatdat 84.6 69.2 11
General 1000 100.0 111
Miller 100.0 100.0 -
Retailers 91.7 583 167

Note : The figutes indicate the percentage of respondents with positive tesponses in that categoryin the
- sample. None mentioned ration ptice, tation quota, and ration off-take,

Source ; Tradets Survey, 1985
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. Veryfewinthe sample, however, consider government stack of foodgrains as a facior
e ilfecting: their -stocking decisions. "'Thus teaders” stacking ‘decisions would seem to be
- inflnenced by the expected brild apof government stock through importof foodgrains
. matherthan by its existing stock.

‘ We have already observed that goverement OMS operations seem to play an
- ~impartat role in traders’ stocking decisios, This happens because most of the traders
. (all wholesalers and more than 80% of tetailers ) areawate of such an opeation and
F alsobslicve that it s effective in atresting the price hike during the lean season. Itis also
b observed that the impact of OMS on traders” stocking decisios is cofined to. the period
ia which such operation is actually cartied out. Such conclusions emerge from the
- sesults shown in Table 10. Itis also observed that more then 90%, of whole salers and
. 15% of retailers consider the government OMS operation as an important factor
¢ influencing the amount of rice they decide o stock but that the impact is likely to be
quantitatively insignificant-only 11% for wholesalers. ard 189, for retailers in the
"+ sample, Also, not much vatiation is observed among different categories of wholesalers
i this- respect,

Attempts were also made to ascettain whether the existing restrictions 6n fcod-

| gmin storage adversely affect the traders in theit business transactions, in paticular whether

i TABLE 10. IMPACT OF OPEN MARKET SALE (OMS) ON STOCKING
: - BRCISIONS OF DIFFERENT CATEGORY -OF ‘TRADERS

Category Awareness  Effectiveness in Affectirg Amount of Stack

of OMS  CheckingPrice  ‘Traders Stoc-  Likely to be

-Rise cking Decisions Affected

- Wholesalers 1006 100.0 952 N8 {1LY)
L Bepuri 100.0 1000 84.6 100.0 (14:0)
- Anatdar 100.0 100.0 100.0 76.9 (:9.5)
E General 100.0 100.0 100.0 100.0 (1L.1)
8 Miller 100.0 100.0° 100.0 1000.0 { 9:4)
t Retailers 833 100.0 9.7 75.0(18:3)

¢ Note - Eigures in patenthesis indicate the quantitative impact of OMS..on traders’ stocking.decisions ; in
3 patticular, what propostionof traders’ total amount of stock 4s-itkely to-be affected by - OMS.

b Souices: Traders' Sugrey, 1985,
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such restrictions force them to incur losses. The rsults sre shown in Teble 11. "It is rce-
dily observed that most of the tespondents seplicd Begatively to such a .quesy, - bosh
among the wholesalers and retsiless. Similar responscs were obtainedwhen asked ke,
ther various govt. regulations in rice trade increased their " cost of opesasing’ business
Again, most of the traders in different cate goty replied negatively excepting biperis, most
of whom felt that their cost increascd due to the existence of various rules regulating rice
trade in Bangladesh. The amount of such cost ircrease, however, is not significast - oy
6% of their total cost of - business operation,

TABLE 11. IMPACTOF GOVERNMENT REGULATIONS ON RICE TRADE

Category Does restriction Docs existing Govt.  Proportion of such
on stotage of regulatins on increased cost
food grains force tice trade increase- of operation
you to sell at a loss? yout cost of operation. ?

Yes No Tes No (%)

Wholesalers 4.8, 00 4 619 60

Bapari 9.1 63.6 63.6 213 6.0

Asatdar 11 462 — 61.5 -

General — 100.0 222 66.7 6.0

“Miller - 778 - 100.0 =

Retailers - 66.7 83 58.3 50

Note:  The figutes, excepting those in the Jast column, indicate the pefcentage of sespondeats in - total
sample in that categoty. The figures in the last column indicate the average value of such inc-
reased cost intehit total cost-of opetation in thesample.

Soutce, Traders’ Survey, 1985,
IV. SUMMARY AND CONEEUSIONS

Attempts were made in this paper to analyse the bebaviour of sic traders in general,
and the factors influencing their stocking decisions in patticular bascd on the information
eoHected from « sumpleofwhelesale and retail ‘traders -in different “¥ice maiketsin zed
around Dhaka city, Pollowing major conclusions emerge from the gviderce prescrted in
this study.
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Teaders’, both wholesalers’ and retailers’, stocking decisions ate influenced by
es expected in the future but the time frame of such price expectations is confined ta
Fanly onc week.  Within this one-week time frame, however, considerble variations wese
[@leeved between the wholesalers and retailers, and among four categoties of wholesalets.

T

] Among diffcrent factors influencing stocking decisiors of vatious category of
f deaders, it was observed that for most of the wholesalers present market cordition appea-
poed to be an important factor influencing their stocking decisions. Retailers, o the
ather hund, cited both present market condition and other traders” behaviour as almost

oflly frequantly as factors influencing their stocking decisions.

Among the s:t of factors specifically related to the o petation of PFDS, it was obser-
wed that aan: of the ration variables such as ration prices, ration quota andor ration off-
bk influenced the stocking dacisions of rice traders in the sample. On the other hand,
9%, of tradzrs in both the wholesaler and retailer groups considered open market sale
HOMS) of foodgrains by the government as 2 factos influencing their tice stocking deci-
This happens because most of the traders ate awate of such an opetation, ard alsa
they consider it effective in attesting the price hike in the lean season, This
‘waderscores the need ta devise appropriate measures for greater involvement of private
 tice teaders in the public foodgrian distribution system of Bangladesh,

In conclusion, it must be emphasized here that the coverage of out sample was
pveey limited since the survey was confined to a few rice markets in and around Dhata city,
ad it was conducted in 2 patticular season, A mote comprehensive SutVey cove-
 5ing rice mutkets located in other patts of the country, and in different seasons of
the year n2ed ta bz carried out in ordar to check the robustness of our findings and to per-

it g:aseslisation of our results if they are to form the basis of sound policy recommenda-
f tions in these atess,
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