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ABSTRACT 
 

         This paper attempts to develop a market model for foodgrain, incorporating the typical circums-
tances prevailing in Bangladesh. The resulting market outcomes are measured in terms of producer, 
consumer, and social benefit-cost using economic surplus approach. It can be tentatively concluded 
that producers have been gaining from the existing dual price structure while consumers have been 
losing substantially. The treasury has been acquiring some net gain from foodgrain operations in the 
concessional market but the society has been incurring substantial loss in the open market. 

I. INTRODUCTION 
 

          The foodgrain market in Bangladesh is characterized by government intervention both on the 
supply and demand sides. In addition to subsidizing some of the inputs the government also 
provides support price to producers. On the other hand, the government distributes the domestically and 
internationally procured grains at concessional rates to different categories of consumers. Such 
policy mix has resulted in segmentation of the foodgrain market into two components namely 
concessional and open market. As a result of such market segmentation; both producers and 
consumers are confronted with dual price structure which ultimately results in different outcomes 
in terms of producer, consumer, and social welfare than what would have been the case had the 
market been allowed to operate under conditions of free trade at world price or left to reach 
the situation of autarky. These aspects need careful examination because in allocating scarce 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
         The author is an Assistant Professor in the Department of Agricultural Economics, Bangladesh 
Agricultural University, Mymensingh, and currently a graduate student at the La Trobe University, 
Australia.  
          The author is grateful to Drs. J. J. Quilkey and P. J. Gunawaxdana of La Trobe University for 
their help in developing the market framework, He alone, however, is responsible for the shortcomings of 
the paper. 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 



 


