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The most common types of intermediaries referred to in the vernacular are faria, bepari,
aratdar, and paikar. In addition there are various local names in different regions of the
country like cycle bepari, kanda bepari, bharkiwala and lai faria. Things are further
complicated by changing roles of some intermediaries with time although the name
remains unchanged. Role of these actors are described in the following way-

Faria: Faria operate in local village markets procuring supplies from growers in the market
or at the farm gate and selling to beparis in the same market or to local aratdars. The
dominant mode is for farias to sell to beparis within the village market. A faria has no fixed
premises.

Bepari: A bepari trades long distance collecting from farias and growers in a village
market, carrying out some sorting, grading and bulking and connecting to an aratdar
generally located in a larger market some distance away. Like the faria, the bepari is also
an itinerant trader.

Aratdar: An aratdar is a broker or a commission agent who connects sellers (beparis) with
buyers (other beparis, millers or processors, paikars or even retailers). A fixed
commission is charged from both buyers and sellers so that the main goal of an aratdar is
to have a high turnover. While the pure function of the aratdar is that of a broker, he is
known to wear other hats as well, combining direct (speculative) trading and wholesaling
in addition. The aratdar is really the central actor in the market playing the all-important
role of enabling stranger-transactions, creating trust, and in general, supporting credible
contracts to be entered into and leading to repeat transactions. The aratdar is the ultimate
guarantor in an exchange; without him, local village markets would remain unintegrated
with larger regional markets, and with the rest of the country.

Paikar: Refers to a wholesale buyer purchasing directly from an aratdar or using a bepari
to buy on his behalf.

Retailer: Procures supplies from a bepari or a paikar.

The study concluded that the value chain of rice could be local (production and
consumption take place in the same area) or national (production and consumption take
place in different areas). The former one is shorter value chain and later one is a longer
value chain. The local value chain is dominated by traditional micro-processors while the
longer value chain is dominated by modern rice millers catering to deficit areas and large
urban centres. The exchange modalities are similar but the scale and terms of exchange
differ depending on nature of risks faced.

The study by Muijeri et al (2013) has noted the following rice value chain. The dominant
rice value chain is the traditional one in which the millers produce rice for the bulk market.
The flow of rice to the consumers takes place through the market intermediaries or
different value chain actors, such as farias, beparis, millers, aratdars, commission agents,
wholesalers and retailers. The marketing channels of three different varieties of rice
(coarse, medium, and fine) which have been studied separately indicate the availability of
wide flexibility. on the part of the farmers to supply different grades of rice to the millers
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throughout the year. However, the chain participants mostly work in isolation taking
decisions for maximizing own returns rather than the interest of the entire chain itself.

Analysis of the competition in Rice market

As has been mentioned in Mujeri et al (2013), the nature and the process of the present rice
procurement system usually exclude the small and traditional rice millers as well as the
farmers to participate in the procurement process. It thus appears that the rice sector tends to
be increasingly dominated by the large rice millers (e.g. automatic and/or semi-automatic rice
mills) who exert significant control over rice processing and marketing in Bangladesh. The
expansion of the supermarket value chain is more likely to lead to the creation of conditions
in which more collaborative and dependent relationships may flourish in the rice market.

The exchange relationships among the participants, in almost all cases, are based on
buyer-seller interactions at each stage of the chain rather than across the entire chain. While
many of the relationships have been built over the years, their domain is mostly transactional
exchange rather than value creation. Such relationships do not create value jointly by the
participants and hence are unlikely to enhance the competitive advantage of the chain.

Ouir field survey and discussion with various relevant agents inform that millers are the largest
entity in the rice supply chain. The size of their total investment is large compared to the other
entities in the chain, and most of this is sourced from the financial institutions. Hence, their risk
is higher and so is their expected return from the business. Their profit would incorporate a
portion as risk premium. Given this backdrop, a higher profit registered by the millers may not
be an indicator of their market power or formation of cartel to maximize joint profit. Although
there is strong belief among the market participants that millers influence the market price by
withholding exchanges for a couple of weeks to induce a price hike in the market, the
evidence is not absolutely concrete. The number of registered millers in the market is close to
twenty thousand and they are spread in different districts of the country. Given this structure,
the likelihood of an effective cartel working for a longer period of time is low. In addition, the
millers have to incur a continuous operating cost that is meet by sales revenue. This may
make it difficult for the miller to stop sales for a longer period of time.

However, since the millers work in close coordination with the “aratdar” while buying paddy
and with the “wholesalers” while selling rice, they have strong influence in determining the
price at different stages of the supply chain. The price at which millers want to buy the paddy
will ultimately determine the minimum price which “aratdar” would be willing to pay to the
farmers. Similarly, the price that millers want to pay to the wholesalers will determine the price
at which wholesalers will sell to the retailers. In the event of a large shock in the market, the
millers may utilize their dominance in the chain to influence the market price of rice for shorter
period of time.

The millers appear to have a strong network across the markets in the country. Although few
in numbers, almost all of the millers reveal during our field visit that they maintain an
association to have regular contact and they share market information with'one another.
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Now, if they are better informed relative to other market entities, this would them an
information premium in the form of higher market profit even if the conducts are competitive.

Conclusions and Recommendations

The discussion above indicate the followings-

Prices in the growing region and consuming region usually move together and prices are
mostly stable. Majority of the evidence support a cointegrated market.

Market responds to shocks, such as production shocks, and prices go up occasionally: it
does not necessarily mean anti-competitive behavior.

Supply chain is mainly dominated by the Millers. Aratdars are the upstream link of the
millers while wholesalers are their downstream link. Millers spread network in big cities by
employing paid representative to coordinate with other market actors and gather market
information.

Very large auto rice millers have the possibility exercise anti-competitive behaviour in the
rice supply chain of Bangladesh.

Market Investment of millers is significant. Large share of their investment is financed
through banks. This appears to be a barrier of entry to market. They have to run business
throughout the year and withholding of production even for a shorter period of time would
incur loss. They maintain large stock of paddy for this operation; but it is hardly monitor
whether they keep their stock more than the allowed period in the Hoarding Act of
Bangladesh and also keep greater quantity than the permitted quantity.

Millers are found to be well-connected with association of similar traders. Those
association appears to be well-structured; but it is hard to find any evidence of collusion.
They exchange market information, help each other in crisis, work like an informal
insurance mechanism.

The following actions could be taken to address the possible anti-competitive behaviour in the

rice supply chain.

R
%*

There should be coordination among the activities of the Ministry of Commerce, Ministry
of Food and Competition Commission. The Plan of Action of the National Food Policy
should include the role of Competition Commission in bringing stability in price by keeping
the market competitive.

The Hoarding act needs to be implemented properly. Millers need to report their stock
information to the registration authority every month. But they are reluctant to do that
regularly. Even if they do, monitoring is very limited to observe whether they are providing
correct report or not.
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< The summary report that is produced by the District Food office (on rice and paddy stock)
should be communicated to the Competition Commission regularly.

% The Competition Commission should increase its visibility, so that actors of supply chain

of different products can communicate any anti-competitive behaviour to the Commission.

« Competition Commission should get direct access to the price data generated by
department of Agriculture.

% Government policy towards agricultural development, food security and rice marketing
need to be coordinated and therefore government should take more a supply chain
approach, rather than considering separate actions for separate actors.

% The human resource of the Competition Commission should be increased. They should
be equipped with more technical persons to maintain large data base and to collect data
from other government authorities.
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Technical Assistance Project Proforma/Proposal (TAPP) on

Strengthening of the Bangladesh Competition Commission

d.0 HIEFI AN : Strengthening of the Bangladesh Competition Commission
.0 SR NEAEE  : Jifaey S@elter
0.0 WIS ARFl : G elfScaIfTer FfRr

8.0 Objectives and Targets of the Project:

Objectives:

(i) Hire consultancy from international and national experts in the fields of competition
economics, competition law, financial analysis, ICT and advocacy in order to build
capacity of the Bangladesh Competition Commission.

(i) Capacitate Bangladesh Competition Commission by providing training to its_human
resources.
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(iif)
(iv)

(i)

(ii)
(iii)
(iv)
(v)

Implement advocacy programs of the Commission to create awareness among people.
Set up ICT database and back-up with server in the Commission.

Procure different researches on the market and relevant sectors of the economy to find
out anti-competitive activities in the markets and interventional strategies for best
practices.

Targets:
Enhance capacity of human resources;
Increase strength of the Commission;
Prepare the Commission to enforce competition law;
Establish communication and ICT network in the commission;

Implement advocacy programs through media, seminar and other means.
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