
In Bangladesh the more money one has 
the less one pays for food 

Food Aid vs. Development 

Kai Bird and Sue Goldmark 

he American electorate has acquired an T ingrained prejudice against foreign aid. 
The public suspects that forei‘gn aid is something the 
government takes from the poor in a rich country and 
gives to the wealthy in a poor country. This suspicion- 
like many of Anierica’s populist wisdoms-is the tragic 
truth in one of the world’s poorest nations, Bangladesh. 

Only a pittance of international food aid to Bangladesh 
feeds the starving or destitute-. Eien in  this bumper crop 
year an estimated 368,000 babies and young children 
will die due to iiialnutrition or related diseases. Food aid 
generally does not reach the poor; 90 per cent of the 1.6 
niillion tons of foreign food aid shipped to Bangladesh 
this year was used to subsidize a ration system for the 
middle class. 

Even during the worst of times the government’s 
ration system feeds the Bengali middle class with 
cheap, subsidized foreign grains-and ignores the rural 
poor. This year only 5 per cent of international food aid 
was given to the rural destitute through orphanages and 
hospitals. Another 5 per cent was used to pay unem- 
ployed agricultural day laborers in rural development 
projects. Foreign food reaches around I O  per cent of 
Bangladesh’s eighty million people. But niod people 
with ration cards entitling them to thecheap foreign food 
live in the country’s five niajor cities. 

During the 1974 famine, when the price of rice soared 
to more than Taka 300 pertmind (82.28 pounds), ration 
card holders in  the cities and governnient employees 
in the countryside paid only Taka 70 per tiinlitid. An 
estimated 40,000 to 100,000 adults died of Starvation 

Bangladesh’s food ration system is a reflection of 
internal political realities. There are three categories of 
ration card holders. Priority rations (police, military, 
qnd civil service) constitute around one-third of the 

‘ ration system. Another one-third of the ration cards are 
allocated to residents of the five largest cities. 

- during the fall of 1974. I 
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Kenneth Fasick, director of the international division 
of the General Accounting Office, told a Congressional 
hearing last summer: “ I  would suggest that more often 
than not, the P.L. 480 concessional sales program was 
more politically andibudget support oriented than i t  was 
directed toward the most needy in the world.. . . I  think a 
great deal of the philosophy behind the assistance to the 
urban areas was possible because this is where a great 
deal of control or governmental influence rested and it 
was important from the point of view of the governnient, 
those in l eadersh ip4  do not want to use the term 
placate-but to feed the urban people.” 

In practice i t  is costly and rare for the urban poor to 
obtain a ration card. Until very recently even foreigners 
could qualify for a ration card in the cities, but very often 
rickshaw operators, day laborers, and the marginally 
employed survive without the valuable ration card. 

The third category of subsidized food-the modified 
system-officially funnels 30’ per cent of the rationed 
food to the countryside. Preference is supposed to be 
given to those earning less than Taka 100 per month. In 
practice the governnient has virtually no distribution 
systeni for the rural poor. If enough food is left over in 
the government warehouses, then a few dealers from 
each rural union (subdistrict)-usually the local landlord 
or shopkeeper-are appointed to distribute the rationed 
food. These licensed distributors are expected to take 
their salary out of the food. I f  a distributor is given 
twenty sacks of grain, he will often sell ten on the black 
inarket to the local grain trader. The rest he will sell back 
in the village at the correct ration price. One European 
anthropologist working in northeastern Bangladesh says 
the rural poor in her village expected no inore than one 
meal a month from food bought at the rationed price. The 
higher the income in Bgngladesh, the less one generally 
pays for food. 

aid does not gcncrally feed the people 

Bangladesh-the rural poor-then how do the interna- 
tional donors justify their food aid‘? One foreign food 
expert says: “Bangladeshi officials won’t admit i t ,  but 

I niost likely to starve to death i n  
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they so enthusiastically seek food aid every year because 
they need the revenue from the rhtion system to pay their 
own salaries.” Some economists suggest that none of the 
regimes that have ruled Bangladesh since the 1971 
liberation could have survived without the revenue 
generated from the sale of foreign food aid on the ration 
system. In private even some Bengali economists admit 
that food aid is only a substitute for direct cash budget 
subsidies. 

According to highly reliable documentation, reve- 
nues generated from the sale of rationed food account 
for an estimated 9 per cent of total national bud- 
get expenditures-or 14 per cent of the Taka 9.5 billion 
developmcnt budget. But this figure does not reflect 
accurately the government’s dependency on food aid 
revenues because roughly 45 per cent of all gov- 
ernmental expenditures are subsidized annually from all 
kinds of foreign aid. Food aid revenues in 1976 were 
somewhat under the projected Taka 1.35 billion-but 
were eqiiivaletir to an estimated 18 per cent of the 
government’s internal revenue budget receipts. 

The international donors have pressured the govern- 
ment to tap additional sources of revenue-both from 
increased personal income taxation (currently only 8.6 
per cent ofrevenue from fewer than 195,000 taxpayers) 
and increased agricultural land taxation, which now 
accounts for a minuscule 0.7 per cent of the revenue 
budget. Both these moves are politically unpopular, and 
there is sonie doubt about how vigorously the present 
martial law regime will pursue the donor recom- 
niendat ions. 

Foreign aid experts in Bangladesh have also been 
unhappy with the government’s 50 per cent subsidy of 
the cost of rationed food. The government has lost 
billions of Taka over the years because i t  has sold 
rationed food at half the procurenient price. This heavy 
budget deficit is incurred only to placate the regime’s 
urban political constituency. The international donors 
have exerted substantial leverage to change this policy. 
They were instrumental in  the December, 1975, decision 
by the Dacca regime to raise the price of rationed rice 
from Taka 70 to Taka 90 per ttinutid. Rationed wheat 
prices went up from Taka 50 to Taka 70 per t t ia id .  The 
international donors ideally want the government gradu- 
ally to raise the price of rationed rice to around Taka 150 
per ttiaurid. (The current market price is Taka 130 per 
nraiitid, but this low retail price is due only.to the record 
7.5 million-ton December, 1975, harvest.) Raising the 
ration price would generate at least 50 per cent more 
revenue from food aid-and make the urban middle class 
pay for i t .  

he most serious charie against food aid is T that i t  can be counterproductivc to the 
government’s own internal procurement policies and 
efforts to encourage food grain self-sufficiency. The 
evidence this year indicates that food aid was a disincen- 
tive to local agricultural production. 

Farmers last year harvested a record experimental 
wheat crop of 200.000 to 400,000 tons-but the Dacca 
regime managed to procure only 20,000 tons because 
imported wheat filled all available warehouses. As a 

result, the price of locally gro.wn wheat was so low that 
farniers had very little incentive to experiment with 
another wheat crop. Most Bengali wheat farmers this 
year were forced to sell their harvest to private grain 
traders at a loss: few farmers have the storage facilities 
necessary to hold onto a crop unt i l  the market price 
increases. 

At least one economist of an international agency in 
Bangladesh argues, that the government should be en- 
couraged to export whatever surplus grain i t  has in these 
Fcriods of temporary food glut. I f  the governihent could* 
have bought up this record wheat crop at decent prices, 
peasants next year would s!ill have an incentive to 
continue their investment in wheat. The market price of 
wheat was so low that peasanls were under tremendous 
pressure LO smuggle whatever grain they could across the 
border to India. One high-ranking military officer says 
the army can’t stop the smugg’ling under present market 
conditions: “The border is just too long and the financial 
rewards too great for peasants not to be tempted. I t  is a 
very difficult task to seal our borders.” 

The smuggling problem could be alleviated if  the 
government was allowed to sell its excess wheat-to 
Indonesia, for instance, or even to India, which is 
currently importing wheat from America. But under thc 
terms of the P.L. 480 food aid law a recipient of 
American food aid cannot turn around an sell grain 
abroad. The fact is, though, that American ?f ood aid is 
priniarily a budgetary subsidy, not fodd fbr starving 
people. I f  the government were permitted to resell wheat 
procured in Bangladesh during surplus periods, such a 
policy would geverate much needed foreign 
exchange-which the donors are not willing to give- 
and at the same time would maintain local price stahiliza- 
lion and incentives. Unfortunately, American grain ex- 
porters will do everything they can on Capitol Hill to see 
that Bangladesh grain is never allowed to compete on the 
world market. 

With a record harvest in  1976 of some 11.8 million 
tons available (plus I O  per cent for seed, feed, pilferage, 
and waste) and 1.6 million tons of foreign food aid, the 
price of food grains has plummeted. On this basis alone 
most food experts claim too much food aid was given in 
fiscal year 1976. One major factor in  the government’s 
inability to procure more grain (and provide peasants 
with strong incentive price supports) was lack of storage 
space. Food stocks last summer topped a million tons, 
but a recent U.S. Congressional report says that at least 
200,000 tons of grain spoiled in substandard warehouses 
by September, 1976. 

The government last year procured ,400,000 tons of 
grain, twice the aniount of recent years, largely due to 
the exceedingly good crop. Officials in the Ministry of 
Food claim they could have procured twice that amount, 
but so much foreign food aid arrived in Chitlagong 
harbor at the same time as the large December harvest 
that the government had no storage space available for 
further internal procurenient. They hope next year to 
procure almost a million tons. 

There is little doubt that food aid last year was a 
disincentive to Bangladesh’b peasants. Some experts 
argue that i t  was only a shipping schedule problem. The 
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United Nations is now attempting to reschedule the 
arrival of food aid so that i t  does not interfere with the 
go v e r n ni e n t ' s i n t e r n a I procure ni e n t e f fo r t s .  

But many foreign econoniists are now convinced that 
food is the worst type of aid that can be given to a 
deyeloping country. "Not only does food aid develop 
budgetary dependency.'' says one American official in 
Dacca. "but i t  clearly reduces the political pressures on 
the governnient to invest in  the countryside.' ' 

glance ai Bangladesh's budget priorities A indicates that agriculture receives less 
than a third of the government's resources-on  paper. 
One foreign diplomat claims that a large portion of the 
agricultural developnient budget is spent on salaries, 
adniinistration, and construction of new buildings. One 
example of such expenditures is the $6 million being 
spent by the World Bank on an agriculture university 
complex in northern Bangladesh. While agriculture gen- 
erates 60  per cent. of the Gross Domestic Product and 
industry only 7 per cent, agriculture is budgeted only 3 I' 
per cent of development expenditures. Industry and 
power projects account for another 31 per cent of the 
g ove r n nie n t ' s de  ve Io p ni e i i t e x pe nd i t u res. 

According IO official sources, defense expenditures, 
which already account for 12.5 per cent of the gov- 
crnnient's revenue budget. are projected to rise this year 
by 9 per cent. After several years of neglect, the 
Bangladesh a m y  is receiving more attention from the 
new military government. Both the army and police have 
new uniforms, and the army reportedly has been prom- 
ised new weaponry. Budget expenditures are projected 
lo rise 13 per cent-largely for defense, police, and the 
administration of justice. 

I t  is food aid that indirectly subsidizes these budget 
priorities. Food aid allows the governnient to keep taxes 
at a niinimuni for the iiiiddle class and feed the politically 
volatile city people at a 50 per cent subsidy. Without 
substantial aniounts of food aid the governnieflt would be 
forced to pursue a vigorous procurement policy coupled 
w i t h  adequate price supports. Large amounts of food aid 
effectively deny peasants the greater portion of the urban 
iiiarket. lnlcrnatioiial food donors are accoinplices ii i  a 
deadly kind of Lvelfarisiii. If only IO  per cent of interna- 
tional food aid reaches the  destitute and starving-and 
the reniaining food aid is counterdevelopniental-then 
there seems little rationale for prolongingyhe systeiii. 

The system is unlikely to change. As one food expert 
saysf"lt is unrealistic to th ink  that the U . S .  or  any other 
donor nation is going lo be willing to substitute hard cash 
grants for surplus grain. Anierica gives away coni- 
niotlities priniarily to provide Aiiierican farmers price 
security. There is no way around this fact. When the. 
Department of Agriculture finds that i t  can' sell all of 
Anierica's grain on the world coiniiiercial iiiarket. they 
will stop duiiiping i t  on Bangladesh." 

Decisions on the amount of food aid, the proportion of 
wheat and rice, the condition of sales, and which nations 
are to receive Anierica's excess grain are largely made 
by the Departnient of Agriculture and the State Dspart- 
nient. These decisions are tied to doniestic price stabili- 

zation factors, the effort to expand comniercial niarkets, 
and America's strategic interests. 

"American food aid has definitely created huge new 
iiiarkets for American wheat," says one American offi- 
cial in Bangladesh. "In 1963 the U . S .  exported $4 
billion worth of agricultural products. This year Anierica 
will earii more than $24 billion from agricultural ex- 
ports. Food aid has been a free sampling of an American 
comniercial product. In Peru, Chile, India, and many 
other developing countries food aid has created depen- 
dency and a new taste for American wheat. But most of 
these nations are now paying hard cash for U . S .  wheat; 
food aid is now a drop in the bucket conipared to our 
commercial sales." 

American food aid is now on ly  15 per cent of U . S .  
exports to developing countries. From 1972-75 agricul- 
tural exports to these poor nations (the United Nations 
"niost seriously affected" category) jumped from $ I  . 7  
billion to $7 billion. Glenn Tussey, assistant sales 
manager at the Departnient of Agriculture, recently told 
Congress: "The beautiful thing about helping a country 
develop its own econoniy is at the time there i s  a lot of 
altruism there, i t  is not a11 altruistic. By helping them we 
help ourselves because as they develop their economy, 
they will want to upgrade theirdiets. In turn they will buy 
products we have for sale., , .This is the way we view it." 

Decisions on the amount and timing of U.S .  food aid 
shipments often have no relation to the internal needs of 
the country. A case in pcint: Though the government's 
storage bins were overflowing and the Bangladesh Gov- 
ernment could not sell the grain i t  had on the ration 
system, the U.S. still scheduled. in June, 1976, the 
shipment of another 150,000 tons of wheat and 50,000 
tons of rice. 

The Department of Agriculture adamantly argued that 
the 150,000 tons should arrive as scheduled in  October, 
1976. Bangladeshi officials in  the powerful Ministry of 
Finance who wanted the food to generate next year's 
revenue supported the U . S .  food lobby by arguing that 
the country \vould need the wheat because of early 
flooding this past summer. The Department of State 
advised a delay u n t i l  at least February, 1977. United 
States AID and United Nations officials said there was 
3bsolutely no need for the shipment at all. However. 
U.S. Embassy officials assumed that the rice lobby 
represented by Congressnian Otto E. Passnian (D.-La.)  
was too powerful to prevent the shipnienl of rhe 50.000 
tons of rice. They were correct: The rice was shipped. 
but the wheat coniniitnient was cancelled. 

fficial forecasts for this year estimate that 0 food aid can be scaled down froin 1.6 
niillion tons last year to at least 1.25 niillion tons i n  fiscal 
vear 1977. Some estimates of need actually go as low as 
sOO.000 Ions to I million tons. The Bangladesh Gov- 
ernnient. bnched hy World Bank officials in  'the Ntw 
York office, requested I . 5  iiiillion tons at the Bangla- 
desh Consortiuiii meeting in Paris. M a y .  1976. Support 
for the Bangladeshi inflated food request caused the 
World Bank considerable eiiibarrassiiient, and they 
scaled do\vn their estiiiiates of need to I . 2  million tons 
shortly after the Paris nieeting. N o n -  American donors at 



the Consortiuni meeting pledged only 554,000 tons. The 
Americans refused lo pledge anything, but slotted $1  33 
iiiillion for food aid to Bangladesh in  1977. Bangladesh 
is assured of large quantities of food aid for the coming 
year. 

There has been little reevaluation of food aid as a 
development tool by the American 'bureaucracy. Anieri- 
can wheat may not rot in overflowing Dacca warehouses 
again this year. but all the other abuses will remain. The 
middle class will rat the cheapest available food, while 
the poor will  bear the deadly cost of food price'fluctua- 
lions. The martial law regime will continue to divert 
precious government resources away from the small 
peasant, who represents the backbone of the country's 
agricultural economy. The military, industry. and urban 
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consumer services will continue to take priority over 
providing incentives to the peasant's grain production. 

Ironically, these lopsided priorities will remain be- 
cause of a piece of American conventional wisdoni-that 
food to a hungry country will, by definition. contribute 
to development. The indiscriminate dumping of Aineri- 
can surplus food grain in Bangladesh is not a develop- 
ment policy; i t  is a business and a foreign policy tool. 
Food aid does have the potential IO becoiiie a 
rational developinent strategy for Ban 
it  must be geared to the needs of  the 
classes. On this score there seems I O  
opriniism. The martial law regime in 
adopt a food policy that would so ab 
own political constituency. 


