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Preface

It gives me immense pleasure to write this preface as the present
volume (volume 22) of Bangladesh Journal of Political Economy
goes to press. This volume contains papers presented at the 15" BEA
biennial conference held in December 2004 and accepted for
publication after internal and external review and modifications
carried out as required to the satisfaction of the Editorial Board. In
addition, to ensure the quality of articles published the review process
has been strictly followed.

The articles finally included in this volume cover a wide range of
subjects. It should, therefore, be useful to readers with interest in one
or the other of the subjects covered, if not in all of them. In addition,
the statements made at the inaugural session of the conference have
been included.

Those papers, out of those presented at the 2004 biennial conference,
which could not be included in this volume, are being reviewed
again, some or all of which may be published in the Samoiki.

I wish to thank the authors of the articles included, the reviewers, and
the members of the Editorial Board of the journal. Special thanks are
due to Prof. Ayubur Rahman Bhuiyan and Dr. Tawfiq Ahmed
Chowdhury, who, as members of the Editorial Board of the journal,
carried out much more responsibilities than are usual for a member.

(Qazi Kholiquzzaman Ahmad)
President, Bangladesh Economic Association
Editor, Bangladesh Journal of Political Economy
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Vertical Integration in Bangladesh Agriculture:
The Case of Contract Farming for
High Value Food Products'

M.A.Sattar Mandal*
Shubir Kanti Bairagi
Md. Saidur Rahman

I. Introduction

In Bangladesh, contract farming is a recent form of production organization,
which integrates the producers of high value farm products with the domestic as
well as international marketing outlets. Bangladeshi farmers, especially small and
marginal farmers, generally face problems relating to inadequate input supplies,
low technological adoption, poor yield and falling output prices at harvest. The
problem becomes more acute for highly perishable products. Contract farming is
seen as one feasible solution, which may integrate production by small farmers
with assured marketing outlets and product prices and thus encourages the
farmers to adopt high value enterprises. Also, the contract farming system may
greatly circumvent the rapidly declining farmsize and increasing land
fragmentation through integration of production, input supplies and marketing
functions in a more cost-effective manner. It is also claimed that a properly
functioning contract farming has the potential to generate huge employment,
especially for the women and farm income in general (Chadha and Gulati, 2003).

The contract farming has been in operation in different forms in different
countries for a very long time. Hindustan Levers Ltd. for tomato, and Pepsico for
potato and chillies in Indian Punjab and Haryana, Maxworth Fruits in Andhra

I This paper is a descriptive reflection on contract farming, awaiting more rigorous analysis as a
part of an on-going research study. The contents on the contract broiler farming are based on
the second author’s master’s thesis, while the materials for contract production of milk and
vegetables are derived from various sources including personal interviews and field
observations.

*  The authors are respectively a Professor, a post-graduate research student and an Assistant
Professor in the Department of Agricultural Economics, Bangladesh Agricultural University,
Mymensingh.
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Pradesh, Karnataka and Tamil Nadu, VST Natural Products Ltd. in Andhra
Pradesh, Nijjer Agro Foods for tomato and Cadbury for milk products in
Karnataka are a few notable examples. In Bangladesh also, contract farming for
some products exists in some forms for ages. The notable ones include sugarcane
production in mill zone areas, banana and flower production in recent years.

In more recent years, contract farming has been introduced more intensively by a
number of private companies and NGOs as a part of their agribusiness ventures.
Their primary focus is on high value agricultural products to cater to the needs of
increasing urbanization and expanding international markets. BRAC has
introduced contract growing of vegetables and fruits for export market and
poultry and milk production for domestic market. PRAN has been promoting
production of high value fruits and vegetables for domestic as well as export
market. Aftab Bahumukhi Farm Ltd. (ABFL) is one of the commercial breeding
farms that has introduced contract farming for broiler and layers production and
integrated it with a supply chain to serve the urban consumers. Proshika has
introduced contract farming for organic vegetable and fruit production mostly for
the urban consumers.

Although the contract farming has been in practice for quite some time, there are
issues that have not been adequately analyzed or understood. Some of the key
questions that need to be addressed are as follows: Who are the contract growers
and what are the contractual arrangements? To what extent the contract farming
benefits the contract growers? Has the contract farming contributed to a reduction
of price spread between the producers and the consumers? What needs to be done
to improve the performance of contract farming in the changing nature of trade
liberalization?

The present paper can not address the above issues in any greater detail precisely
because it is a part of an on-going study and more empirical data need to be
collected. The modest attempt of the paper is to give a reflection on contract
farming with respect to three high value commodities such as contract broiler
production, contract milk production and contract vegetable production.

II. Concept of Contract Farming

Contract farming involves contractual arrangements, written or verbal, between
farmers and companies, specifying one or more conditions of production and/or
marketing of an agricultural product. Contracting may be horizontal and vertical.
If two or more different stages are tied together, this is “vertical contracting’. If
two or more parts are tied into one at the same stage of operation, this is
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‘horizontal contracting’. If both vertical and horizontal operations are tied
together, this is ‘circular contracting’ (Roy, 1963).

For example, in the broiler chicken industry there are various stages of operation,
such as: hatching egg flocks, hatcheries, feed mills, feed stores, broiler
production, processing, wholesaling, retailing and finally, the consumer of
chickens. Contracting on any one of these stages is ‘horizontal,” while contracting
between any two of these stages is ‘vertical’. Contracting involving both
horizontal and vertical operations is called ‘circular’.

Conceptually, contract farming envisages five elements: (i) product specification
in response to national or international markets; (ii) market specification, ensuring
product delivery at agreed upon prices; (iii) resource supplies, including quality
inputs, capital, credit and services; (iv) technical support, relating to production,
harvesting and processing; and (v) risk sharing, specifying insurance against
natural and market risks.

III. Case Study 1

3.1 Contract broiler farming

Aftab Bahumukhi Farm Ltd. (ABFL) introduced contract growing of poultry
broilers and layers in 1994 in vast areas of Bhagalpur, Bajitpur in Kishoregonj
district. By 2003, ABFL established 850 contract broiler farms, raising over
800,000 birds per month. The company has also 50 contract layer farms, rearing
a flock size of 500 each. There is a simple agreement between a farmer (contract
grower) and ABFL. According to the Agreements ABFL extends a full credit
facility to the farmer, supply of day old chicks (DOC), all vaccines, medicines,
feed along with expert supervision on regular basis. ABFL also undertakes the
responsibilities for marketing their products and insurance coverage.

Apart from labour (nursing), a farmer (contract grower) builds a covered shed at
his own cost ensuring congenial and healthy environment for proper growth of the
birds under the direct supervision of the ABFL experts. The credit liability of a
contract grower is adjusted against price of their products. On successful farming
of layer birds through contract grower, the program was extended to the
production of broiler. Subsequently, on the same terms and conditions, the
programme was widened for taking up in groups and in batches of 1000 to 2000
DOC day old chicks. The birds eventually mature in 6 to 7 weeks time. ABFL
buys back the broiler at fixed rate from the contract growers and markets live as
well as dressed broilers through ABFL sales centres in Dhaka and Sylhet.
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Figure 1: Poultry Supply Chain of ABFL
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Source: Developed based on Field Survey, 2004
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3.2 Main features of broiler chain

The broiler chain of ABFL primarily focuses on the production of broiler meat for
the domestic market. The parent stocks are imported from overseas. The day-old
broiler chicks are reared by broiler growers through contracts. The birds are then
slaughtered and undergo handling, packing and processing using automatic
machine. The final product is distributed to markets through own sales centre,
which then sell the chicken meat to consumers or restaurants. Two different retail
channels were explored- the market and own sales centre channels. The
relationship with the local market is an open market sales centre arrangement,
where the own sales centre assure delivery of product in terms of high quality and
food safety. The main features of the broiler chain are depicted in Fig.1.

Indemnity and security: Insurance companies are reluctant to cover the risk of
small poultry farms. To cover the risk of loss and safeguard the interest of the
contract broiler growers in case of immature death of chicks by diseases or other
cogent reasons, ABFL operates a contributory security fund. Farmers contribute
Tk. 1 per chick to the fund. Payment out of the fund is made to the farmer at the
rate of Tk. 20 per dead chick if the mortality rate is more than 10 percent, and if
the mortality is less than 3 percent, 80 percent of farmers’ contribution is
refunded.

3.3 Sales quantity and price of broiler products of ABFL

The production and sales of broilers under ABFL contract farming increased from
823 tons in 1999 to 2719 tons in 2002 and then decreased to 2457 tons in 2003.
Sales quantity of live bird exhibited a strong negative correlation (r = -0.97) with

Fig. 2: Year wise price and sale volume of live broiler
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the price of live bird. Figure 2 shows that during 1999 to 2003, the lowest price
of live bird were observed in 2003 and lowest sales observed in 1999, but the
highest sale quantity and highest price of live bird was observed in 2002 and 1999
respectively. In 2003 both price and quantity decreased because broiler production
throughout the country was badly affected by the scare of bird flue. Despite falling
price per unit, ABFL continued to increase its volume of production because
larger volume with smaller profit margins still gave larger aggregate profits.

Sales quantity of whole dressed broiler exhibited a strong negative correlation
(r = -0.78) with the price of whole dressed broiler. Figure 3 shows that during
1999 to 2003, the lowest price of whole dressed broiler was observed in 1999 and
lowest sales observed in 2003, but the highest sale quantity and highest price of
whole dressed broiler was observed in 2000 and 1999, respectively

Fig. 3: Year wise price and sale volume of whole dressed broiler
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3.4 Land holding status of the contract broiler farmers

The contract broiler farmers came by and large from the small and medium
farmsize categories. Table 1 shows that 12 out of 30 farmers surveyed had land up
to 1 hectare; another 12 farmers had land between 1 and 2 hectares, while the
remainder 6 had above 2 hectares of land. So, in terms of farm size, small and
medium farmers accounted for four-fifths of all the contract growers under the
survey. Since broiler farming needs some capital to begin with and also requires
at least some land to construct broiler sheds, landless or very marginal farmers
could not enter into this business. But many of the landless and marginal
household members benfitted from extra employment generated through
backward and forward linkages of extensive broiler farming in the area. Many of
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the contract farmers had also other sources of income such as crop farming, part-
time jobs, petty trades, etc

Table 1: Average land area per contract broiler farmer

Size of land No. of Average land area per farm ( decimal)
area (decimals) farmer Broiler  Operated Homestead Pond  Garden Total Tand
Farm
50-100 2 12.20 30.00 22.50 6.00 820  88.90
(13.72) (44.99)  (25.32) (6.75)  (9.22)  (100)
101-249 10 13.90 115.00 28.90 8.16 18.33  184.29
(7.54) (62.40)  (15.68) (4.43)  (9.95) (100)
250-500 12 10.25 233.33 41.79 30.00 33.33 3487
(2.94) (66.91) (11.98) (8.60)  (9.56) (100)
501-749 3 20.50 346.67 73.00 83.33 70.33  593.83
(20.5) (58.38) 12.30) (14.03) (11.84) (100)
above 750 3 33.50 516.67 83.33 90.50 62.66  786.66

(4.26) (65.68)  (10.59)  (11.50) (7.97)  (100)
Source: Field survey, 2004. Figures in the parentheses indicate percentages

3.5 Gross margin

The contract farmers under the study reared an average of 5 batches of broilers per
farm per year, average number of birds being 1936 per batch. Table 2 shows that
the average gross margins were estimated at Tk. 105,977 per farm per year. Gross
margins were calculated by deducting variable costs from gross return earned
from the enterprise. The estimated costs and returns as well as an intensive case
study of a typical broiler farmer showed that broiler farming under the contract
system is profitable in a normal year, but the extent of profits can be diminished
due to incidence of diseases or abrupt fall in broiler prices.

Table 2 : Gross margin, net return and benefit-cost ratio for broiler farms

Items Unit All farms
Gross return Tk 540,738
Variable cost Tk 434,761
Total cost Tk 490,422
Gross margin

Net return Tk 50,316
BCR (undiscounted) - 1.10

Source: Field Survey, 2004
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IV. Case Study 2
4.1 Contract growing of milk

BRAC sponsored milk cow rearing as a profitable enterprise under its livestock
development programme since 1984. This helped increase milk production by the
farmers but the major problem was the absence of enough facilities for marketing
of all of the milk that were available at the local level. This prompted BRAC to
establish a modern dairy plant in Gazipur in 1998. To feed the plant BRAC has so
far established about 20 milk chilling plants more or less following the milk
producers’ cooperatives model of Amul Dairy in India and Milk-Vita in
Bangladesh.

BRAC dairy has so far organized a network of about 20,000 contract milk
growers listed with about 50 milk producers’ society (MPS) in different locations
of the country. Each MPS has 20-25 cow rearers / milk producers. About a half of
the milk producers rear 1 cow each, 30 percent have 2-3 cows each, while another
20 percent rear 3-5 cows. BRAC as contractor provides essential services like
artificial insemination, veterinary health care and medicines, quality feeds,
improved animal husbandry training, and above all an ensured purchasing of milk
from the farmers at a pre-determined price. Average milk production is 1.5-2 litres
per cow per day. Milk produced by the individual cow rearers in the village is
collected through designated milk collectors and assembled at the local chilling
centres within one hour of milking to maintain cool chain. The MPS appoint the
local milk collector who measure fat contents and also check adulteration. The
individual producers are paid according to fat contents of their milk. The usual
price paid in 2004 was at the rate of Taka 16.5 per litre of milk containing 4.5
percent fat. The collected milk is then transported from chilling plants to BRAC
dairy plant at Gazipur by road milk trucker for processing, pasteurizing,
packaging and so on.

Total production of processed milk per day rose from about 10,000 litres in 1998
to about 35,000 litres per day. The Arong (Brand name) dairy products include
low fat fresh milk, chocolate milk, mango milk, butter, ghee, sweet yogurt, sour
yogurt, UHT fresh milk, UHT chocolate milk, UHT mango juice, UHT strawberry
yogurt, UHT orange yogurt, UHT mango milk and few others. These are
marketed through a network of dealers.

The main features of BRAC contract growing of milk are that it facilitates quick
collection of milk and reduces wastage, integrates small and dispersed milk
producers with the main urban centre of demand, ensures higher milk prices than
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usual at the growers level and supports expansion of milk production through
micro-credit, technical support and quick marketing arrangements. However, the
contract system is yet to gain full efficiency and improve productivity. For this it
needs more investment in improvement of animal breed, increase in milk yield per
cow, establishment of more chilling centres, upscaling of credit support, more
favourable contracts with the farmers, and appropriate insurance policy for cow
rearers.

V. Case Study 3
5.1 Contract farming for exportable vegetables

In 1997-98, BRAC started its contract farming for production of vegetables that
can be grown in Bangladesh and have high demand in the European markets.
Vegetable production is skill intensive, requires intensive care and management
and is highly susceptible to weather variation. BRAC provides modern
agricultural inputs, and technical training on vegetable production, harvesting,
processing, packaging and handling. The contract growers are also advised and
monitored so that they strictly adhere to the international standards of using
chemicals in vegetable production. BRAC maintains their own modern vegetable
pack house in Tongi.

Hortex Foundation assisted BRAC in developing a model zone at Chandina,
Comilla for export oriented production and marketing of vegetables. By
December 2002, BRAC integrated 0.16 million contract vegetable growers who
grew export quality vegetables on over 27 thousand hectares of land. The major
vegetables that are produced through the contract growers include French beans,
Broccoli and Green chilli, Potato, etc. In 2002, BRAC has exported 621 tons of
fresh vegetables and 350 tons of potatoes to the wholesalers and supermarkets in
England, France, Germany, the Netherlands, Belgium and Italy in Europe, and the
UAE, Bahrain, Singapore, Malaysia and Hong Kong in Asia. Total national export
of vegetables stood at 12,761 metric tons in 2001-02.

The main features of vegetable contract farming are that it links the small
Bangladeshi vegetable growers with international consumers and thus integrates
the local producers with the international markets. At the operational level, once
the contract is established good quality seeds and inputs are supplied to the
farmers. As per advice from BRAC workers, vegetables are harvested and brought
to the local assemblage point by the farmers. They are paid according to the
grades and quality of produce but the average prices paid are usually little higher
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than the local market price. Fresh vegetables are then cleaned, graded, packed,
stored, cooled and transported in refri- truck to the central pack house for onward
transmission to air cargo for export market. At the local level, the vegetable
growing has created enormous backward and forward linkages in supply chain
management and created direct employment especially for women and girls in
harvesting and processing of vegetables.

V1. Conclusions
6.1 Observations

The contract farming developed farmers’ capacity and confidence in taking up
high value- high risk capital intensive agricultural enterprises. It also
demonstrated high potential of poverty reduction through creating self-
employment as well as paid employment for rural labour force, especially rural
women and unemployed youth. The strongly upstream oriented supply chain of
products allows a greater and better control of all the productive processes and
improves the communication and decision-making among the chain’s partners.
The product supply chains have proved to be reasonably successful in integrating
numerous small producers with a chain linked to input supplies, food safety,
hygienic standards and ultimately consumer’s preference. It has also been
successful to some degree to protect the contract growers from unusual fall in
prices by paying the guaranteed prices. Vegetable contract farming has also
opened up opportunities for linking Bangladeshi small farm producers to broader
international markets and began to increase export earnings through agricultural
export diversification.

Agribusiness companies that we have discussed above have passed through a
transition phase of establishing a new mode of production (i.e. high value product
supply chain through contract farming). Now the main challenge for the
companies is to consolidate their experience and bring about more dynamic
elements of commercialization through upgradation of contract farmers’ business
skills and also upscaling of their support in farmers’ training, capital supply and
marketing services.

6.2 Prerequisites for Contract Farming

In a land scarce country like Bangladesh where distributivist land reform is not
implementable, contract farming can be seen as a step towards integrating
millions of small and marginal farmers with agricultural diversification with high



M.A.Sattar Mandal et.al.: Vertical Integration in Bangladesh Agriculture 11

value products. For successful contract farming with high value products, Mandal
(2004) identifies the following prerequisites. Firstly, in a particular locality there
has to be a good number of farmers agreeing to operate under contract farming
system, otherwise the private sector may not be interested to invest. As a matter
of fact PRAN company investing a fruit processing plant in one northern district
location faced serious resistance and hostility from the local farmers. Secondly,
contracts have to be proper and legally structured so that any breach of contract
can be challenged in legal way by either side. Thirdly, there has to be good
infrastructure, roads, suitable transports, electricity supplies, etc. Fourthly, there is
a need for legal system to protect the rights of the small producers and improve
their bargaining power. There are allegations that if there is fall in market prices
the guaranteed prices of produce are not always paid or paid with hassles. Fifthly,
for linking contract growing of high value crops with international supply chain
adequate provision for air- freight and cargo handling facilities have to be in
place.
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River Erosion and the Financial Losses of the
Rural Households: Survey Results of
Three Areas in Bangladesh

Md. Abul Quasem*

I. Introduction

Erosion of rivers is a common feature in our riverine country. Every year a huge
amount of land is eroded along the banks of the rivers, more predominantly along
the mighty rivers of Brahmaputra, the Jamuna, the Padma and the Meghna.
Information available in this regard shows that during 1984-93 annual erosion
amounted to 100 metres in length by the Jamuna on its left bank and 84 metres on
right bank, while the Padma eroded 38 metres on the left and 120 metres on the
right (Table I). Total amount of land eroded annually by the Jamuna was estimated
to be 5020 hectares and that by the Padma was 1800 hectares. As a consequence
the width of the rivers is increasing and at present the average width of the Jamuna
stands at 11.22 kilometres.

Another small-scale study by Elahi, 1987 carried out in three Upazillas namely
Chilmari, Kurigram and Bhola, the country’s worst possible eroded localities,
recorded the erosions rate of 13.0, 22.75 and 10.83 percent of their land coverage,
respectively, in the 1980s. According to his study, displaced population in those
areas number 20.0, 15.8 and 18.6 percent, respectively, and total annual financial
loss was estimated to be Tk. 200 million. It may also be noted that erosion washes
away the roads, markets and different institutional buildings which cannot be
replaced quickly because such re-constructions are costly and require millions of
Taka besides difficulties in the availability of suitable land.

In addition to loss of land, people lose their valuable houses and trees and thus,
become homeless. They are to shift and resettle elsewhere, which is costly and
becomes almost impossible owing to scarcity of suitable housing plots. Many of
them sometimes migrate to nearby towns for possible job opportunities leading to
the growth of squatters in the country as observed in the towns of Gaibandha,

*  Senior Research Fellow (Retd.), BIDS
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Sirajgonj, Tangail, Jamalpur etc. Most of them are at hard-core poverty level
having inadequate access to employment and income. As a whole, eroded
households are hard hit and very poor and the economic condition of the landless
living there is deplorable. The immediate question is can we not control river
erosion? The answer is may be, but cost is abnormal and often beyond one’s
financial capacity. Field experiments in terms of structural measures are, however,
continuing at national level and the economic studies are, being carried out.

So far no rehabilitation programme for eroded households has been undertaken in
the country. They, thus, are to rehabilitate themselves at their own cost which is
too much expensive and often unbearable. Relief services provided by public and
private agencies are too scanty and can hardly meet one month’s expenses for
daily necessities. The present paper does not, however, intend to investigate into
all the above questions. It plans simply to study the primary characteristics of the
households that already experienced river erosion and to estimate their losses of
land and other assets. It also tries to report their existing levels of living. The main
objectives in specific are to:

(1) report the principal characteristics and occupations of eroded households vis-
a-vis the non-eroded ones;

(i1) estimate annual household income and determine the poverty status,

(iii) explain the reasons for river erosion; and

(iv) suggest possible measures against the river erosion.

Table 1: Bank Erosion and Accretion and Changes in width of the
Major Rivers in Bangladesh during the Period 1984-93

Item Jamuna Ganges Padma  Upper Lower
Meghna Meghna

I. Bank Erosion Rate (metre/year)

1.1 Left Bank 100 (-)20 38 7 65
Right Bank 84 56 120 ()9 180
2. Maximum Erosion (Metre/year) 780 665 620 Na 825
3. Bank Erosion (Hectare/year) 5020 2240 1800 50 1170
4. Bank Accretion (Hectare/year) 890 1010 230 50 400
5. Average width (metre)

5.1 1984 9720 4367 5690 3400 6660

521993 11220 4693 7120 3400 8900
6. Rate of Change in width (metre/year) 184 36 159 249

Source: Quoted from Sarker, and et al, 2003
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The paper has been organized as follows. Following the introduction, survey
methodology is described in Section II. In the third section survey findings are
discussed. Income and poverty situation are examined in Section I'V. The possible
causes of river erosion and protection measures ars briefly reported in Section V
and VI, respectively. The paper ends with concluding remarks in Section VII.

II. Survey Methodology

The field survey was carried out in three purposively selected areas where
construction of river protection structure was completed three years back. The
areas benefited from the protection structures are largely Kamarjani in Gaibandha,
Bahadurabad and Ghutail in Jamalpur. In Kamarjani the immediate benefited
villages are Dhutichora and Kathihara and those in Bhadaurbad are Kulkandi and
Muradabad. Ghutail on the other hand is a market area protected by the revetment.
In all these villages and markets a complete census of households and business
establishments was done. From the census households of each of the three
selected localities, minimum 30% of households were selected at random. Total
census households amount to 2790, from whom 904 samples or 32% of census
establishments were selected as shown in Table 2.

In the selection of samples, the random sampling technique could not be strictly
followed due to inconvenience in administering the survey. The proportional
shares of establishments in the contiguous paras in the village ranging between 30
and 34 were covered. While selecting the samples particular attention was given
to include all available occupational groups and women headed households so
that the samples could be made as far as possible representative. To collect data a
very short questionnaire was administered. The main questions included there are
(i) erosion status of the households (ii) principal occupation of the household
heads (iii) amount of losses incurred in the last five years preceding the field
survey (iv) annual income etc.

Table 2: Number of Census and Sample Households in the Study Areas

Study Area Census Households and ~ Sample Households and
Establishments (No.) Establishments
No. Percent
(1) Kamarjani 720 244 34
(i1) Bahadurabad 1315 431 33
(iii) Ghutail 755 229 30
All Areas 2790 904 32

Source: Field Survey, 2004
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III. Survey Findings
3.1 Households Eroded

Households living in the surveyed areas report losses of land, houses, trees and
other assets due to river erosion. Most of the sample households experienced
erosion of land. In the present study families who lost their houses and had to shift
elsewhere for residential purpose are considered to be eroded households. The
period considered for such erosion is five years preceding the survey of 2004.
Losses of assets including houses and land occurred before five years were not
taken into account in the current study.

Of the total sample households, 41 percent reported the erosion of houses, the
highest being in Kamarjani, followed by Bahadurabad (Table-3). In Ghutail, one-
third of them was eroded, although larger number of the samples mentioned of
losses of land there.

Table 3: Number of Eroded Households by the Study Areas

Study Area Sample Households (No.) Eroded Households

No. Percent
(1) Kamarjani 244 140 57
(i1) Bahadurabad 431 190 44
(iii) Ghutail 229 75 33
All Areas 904 405 41

Source: Field Survey, 2004

3.2 Amount of land Eroded:

It is expected that the eroded households will be losing more land due to erosion
than that of the non-eroded ones. The eroded households will also be more losers
in terms of other assets including houses. Information collected shows that in the
last five years an eroded household on average lost above three acres of land
contrary to less than two acres by non-eroded families (Table-4). It is abnormally
high in Ghutail. Value of other assets including houses, household articles, trees
etc is also substantially high. Such losses by an eroded household was estimated
to be Tk 22313 during five years or Tk. 4500 per year other than land. This is
definitely unbearable for a poor household of the country.

The figures available with us are difficult to accept. It seems that the Survey
Officers did not mention the period of five years as specified in the questionnaire.
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Table 4: Amount of Land (decimals) and other Assets ((Tk.) lost by an
Eroded and Non-eroded Household (Average per Household)

Study Area Land lost (decimals)  Other Assests (Taka)
Eroded Non-eroded FEroded  Non-eroded

(1) Kamarjani 104 65 10396 2897

(i1) Bahadurabad 88 8 12339 394

(iii) Ghutail 1236* 486%* 67979 245

All Areas 312 184 22313 791

Source: Field Survey, 2004

3. Socio-economic Characteristics of the Eroded Households
3.1 The land ownership Distribution by Size.

The land ownership distribution of households finds the landless maximum (56%
among the eroded and 46% among the non-eroded ones) followed by small land
owners (Table-5) in both these types of households. The medium and the large
land owners are few (5 and 1 percent, respectively) among the eroded cases while
they are more than double among the non-eroded households. The existing pattern
of land distribution in the study areas is almost similar to the country’s average
situation.

The land distribution by ownership size, furthermore, shows that a higher
proportion of the landless (51%) lost their land due to erosion and it is 60% in
Kamarjani where marginal owners are also severely affected. Significant numbers
of both marginal and small land owners are also affected by land loss (Table-6).
In Bahadurabad the three small ownership groups (landless, marginal and small)
are equally affected. The immediate question is what is the amount of land lost by
each category of household.

Table 5: Distribution of Households by Land Ownership
Size and by the Erosion Status

Study Area Landless Marginal Small Medium

Eroded Non-Eroded Eroded Non-Eroded Eroded Non-Eroded Eroded Non-Eroded
Kamarjani 37.1 329 27.9 224 27.9 28.9 5.7 11.8
Bahadurabad  63.3 55.7 10.6 9.5 19.6 18.4 6.0 12.4
Ghutail 68.8 38.8 11.3 224 16.3 25.2 2.5 12.9
All areas 55.6 45.8 16.5 16.3 21.7 22.6 5.2 12.5

Note:  Landless (Upto 0.5 acre), marginal (0.51-1.0 acre); Small (1.0 to 2.5 acre),
Medium (2.5-5.0 acres) and large (5.01 acres and above)

Source: Field Survey, 2004
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Table 6: Proportion of Sample Households affected by
Erosion by Land Size in the Study Areas
(Percentage of the Group)

Study Area Landless Marginal Small Medium
Kamarjani 59.8 62.9 56.5 38.1
Bahadurabad 49.4 47.7 50.6 273
Ghutail 48.2 21.4 26.0 9.5
All Areas 51.1 46.6 46.4 25.6

Source: Field Survey, 2004

3.2 Land Ownership Size

Regading the land ownership size, the eroded households have lower size in all
the three study areas. The difference in land size between eroded and non-eroded
families is abnormal at Bahadurabad where the size of an eroded household is just
half of that in non-eroded cases (Table-7). Surprisingly, the household of Ghutail
have little cultivable land, reportedly eroded away overtime. The average size of
holding of sample households is low (0.79 acre) at Bahadurabad and it is far
below one acre (0.69 acre) in case of eroded households, which is too meagre for
survival.

Table 7: Land Owned and Cultivated Holding Operated by a Household

Study Area Land Owned Cultivated Holding
(decimals) (decimals)
1. Kamarjani 120.0 128
1.1 Eroded 110 136
1.2 Non-eroded 140 113
2. Bahadurabad 117 97
2.1 Eroded 78 69
2.2 Non-Eroded 157 126
3. Ghutail 128 *
3.1 Eroded 86 *
3.2 Non-eroded 141 *
4. All areas: 119 79
4.1 Eroded 90 78
4.2 Non-eroded 148 80

Note: * Negligible
Source: Field Survey, 2004
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3.3 Age and Education of the Household Heads:

It is surprising to find that socio-economic characteristics of the sample
households, whether eroded or not, are almost similar, although minor differences
exist of among the study Areas. Average age of the household head is 42 years in
the study areas and it is reportedly highest in Kamarjani. Family size is
significantly lower in Bahadurabad compared to two other areas. Ghutail is found
quite advanced in respect of literacy level where illiterate heads are only 14
percent contrary to 42% in the remaining other areas (Table-8).

Table 8: Age, Education of the Households Head and the Family Size

Study Area Age (years)  Education (%) Family Size (No.)
[lliterate Secondary
and above
1. Kamarjani 45 42 28 54
1.1 Eroded 46 45 25 5.4
1.2 Non-eroded 44 37 34 5.4
2. Bahadurabad 41 42 36 37
2.1 Eroded 42 38 40 3.7
2.2 Non-Eroded 41 47 32 3.7
3. Ghutail 42 14 64 5.6
3.1 Eroded 42 22 60 5.5
3.2 Non-eroded 42 10 66 5.7
4. All areas: 42 35 42 4.7
4.1 Eroded 43 38 37 4.6
4.2 Non-eroded 42 32 44 47

Source: Field Survey, 2004

3.4 Occupational Distribution:

Occupational distribution of households has been examined on the basis of
principal occupation of the household heads. Such distribution finds Kamajani, an
agricultural area, while Ghutail as the non-agricultural one where only about 10%
are farming households (Table-9). As a whole, 36% of households are farmers.
There are of course wide differences among the study areas as well as between the
eroded and the non-eroded households. In Bahadurabad, 30% are traders among
the eroded households contrary to only 14% among the non-eroded ones, of
whom significant numbers are occupied in agriculture (46%). In Kamarjani,
traders are fewer among the eroded, perhaps because of serious financial
constraint which is evidenced from high figures in wage works (Table 9), almost
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three times of that among the non-eroded households there. It may be concluded
that there is actually no definite occupational pattern between the eroded and the
non-eroded households.

Table 9: Occupational Distribution of Households in the Study Areas

(Percent in an area)

Study Area Farming Wage Works Trading Service Others
1. Kamarjani 61.1 12.0 19.4 2.8 4.6
1.1 Eroded 614 15.7 15.7 2.1 5.0
1.2 Non-eroded 60.5 5.3 26.3 39 3.9
2. Bahadurabad 37.0 253 21.8 10.5 5.5
2.1 Eroded 28.1 24.6 29.6 11.1 6.5
2.2 Non-Eroded 45.8 259 13.9 10.0 4.5
3. Ghutail 9.3 19.3 63.4 79 —
3.1 Eroded 10.0 22.5 52.5 15.0 —
3.2 Non-eroded 8.8 17.7 69.4 4.1 —
4. All areas: 357 20.3 324 7.8 3.8
4.1 Eroded 35.8 21.2 294 8.8 4.8
4.2 Non-eroded 35.6 19.3 354 6.8 2.8

Source: Field Survey, 2004

4.1 Annual Income

As far as annual income is concerned, it is quite low (Tk. 37808) per household in the
study areas and it is the lowest at Kamarjani (Tk. 25808) as shown in Table 10.
Income is high in Ghutail having Tk. 63848 for a household as it is a market area and
the people there are mostly traders. It is again surprising to note that there are little
differences in income between the eroded and non-eroded households. They may be
because agriculture there contributes a small amount, to the extent of only 31% of
their income. They are largely dependent on non-agricultural income indicating that
income distributions of households in the study areas are different from elsewhere in
the country. There are however, wide differences among the areas. In Kamarjani
agriculture shares 55%, contrary to only 19% in Ghutail. There are also significant
level of differences in agricultural income between eroded and non-eroded
households at Ghutail and Bahadurabad (Table-10). Overall, the study areas have
lower income and agriculture there has a small share in total household income.
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Table 10: Households Living Below Poverty Levels by
Principal Occupation of the Household Head

Study Area Annual Income (Taka) Share from Agriculture (%)
1. Kamarjani 25305 55
1.1 Eroded 25104 54
1.2 Non-eroded 25674 58
2. Bahadurabad 29783 33
2.1 Eroded 29422 24
2.2 Non-Eroded 30140 42
3. Ghutail 63848 19
3.1 Eroded 64100 12
3.2 Non-eroded 63712 24
4. All areas: 37808 31
4.1 Eroded 34600 27
4.2 Non-eroded 40978 34

4.2 Poverty Situation

Erosion prone areas are largely poor because of lack of employment opportunities and
poorly developed agriculture. Furthermore, among all households eroded people are
apprehended to be poorer and more poverty stricken. Information collected confirmed
the hypothesis that about three-fourths of the eroded households live at below poverty
level* compared to 64% among the non-eroded ones (Table II). It is also notice-
worthy that in the study areas as a whole over two-thirds (69%) of the households live
at below poverty level against the country’s average of nearly half. It may also be
noted that among these three areas Kamarjani is the poorest with 87% of their people
at poverty level. Financial condition is, however, better in Ghutail but there farmers
are worst affected.

Poverty does not affect all occupation groups by the same extent. Wage workers are
observed to be worst sufferers as their employment opportunities are very limited
besides existing poor wage rates. The data in this respect show that almost all wage
working households as well as those from miscellaneous occupational groups live at
below poverty level. A very high proportion of farmers in both the eroded and the
non-eroded areas also suffer from poverty (Table-12). A bit better position is noticed
with the service-holders at Bahadurabad and the traders at Ghutail. We may conclude
here that the households residing in the erosion prone areas specially along the banks

*  The usal poverty and the hard-core poverty lines are estimated to be Tk. 39120 and Tk. 33720
per household after adjustment of the country’s inflation rates based on the BBS estimate of
the national poverty line for the rural people.
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Table 11: Households Living Below Poverty and at
Hard-Core levels in the Study Areas

Study Area Below Poverty  Level At Hard-Core level All Households
Eroded  Non-eroded Eroded  Non-eroded Below poverty At Hard-Core

Kamarjani 87.1 86.8 83.6 84.2 87.0 83.8

Bahadurabad 75.9 72.6 69.3 66.7 743 68.0

Ghutail 4.5 41.5 23.8 238 419 23.8

All areas 73.3 64.4 65.4 55.0 68.8 60.1

Table 12: Households Living Below Poverty Levels by
Principal Occupation of the Household Heads

Style Area Farmers Wage Labours Traders Service Others  Total
1. Kamarjani
1.1 Eroded 84.9 100.0 100.0 — 100.0 87.1
1.2 Non-eroded 87.0 100.0 95.0 — 100.0 86.8
2. Bahadurabad
2.1 Eroded 82.1 100.0 66.1 18.2 100.0 75.8
2.2 Non-Eroded 67.4 98.1 75.0 15.0 100.0 72.6
3. Ghutail
3.1 Eroded 100.0 33.0 21.4 91.7 — 42.5
3.2 Non-eroded 100.0 65.4 25.5 83.3 — 41.5
4. All areas:
4.1 Eroded 84.7 97.5 55.3 40.5 100.0 73.3
4.2 Non-eroded 76.1 87.8 44.0 27.6 100.0 64.4

Source: Field Survey, 2004

of the big rivers like the Jamuna and the Padma are miserably poor and there over
two-thirds of the people are living at below poverty level.

5. River Erosion

The study has made it clear that the river erosion is destroying the farm economy
and making people poorer in the river bank areas of our country. It is usually
believed that the erosion cannot be controlled as the big rivers are still active and
unstable; and their channels are continuously shifting. It may be of interest to
know the exact reasons for river erosion although it is commonly understood to
be due to changes in the velocity of water flow which is but effected by many
other factors as described below:
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5.1 Causes of River Erosion

Modifications of water flow velocity, discharge, sediment load and river
morphology in unstable river channels are major factors initiating erosion and
deposition of silt. It also depends on the natural stability of the subsoil and its
extent of changes. Successive erosion and deposition often leads to rapid changes
in the river platform and slope. Changes in river bed elevation can also promote
rapid bank erosion.

In general, surface erosion of river banks or along the river bed occurs if the
driving erosive forces exceed the resistive forces of the individual grains or of the
conglomerates in case of cohesive materials. The main factors responsible for
surface erosion of river banks are as follows (Ministry of Water Resources, 2001):

(i) Current induced shear stress;

(i1) Wave loads (wind generated, ship and boat generated);

(iii) Seepage (excessive pore pressure);

(iv) Surface runoff;

(v) Mechanical action (desiccation, ship impact, activities of human and
animals).

Shear stress induced by current flow is the main hydraulic erosion factor. It is
again effected by primary and secondary current, irregularities in the cross
sectional shape of the channel, changes in the roughness of the river bed etc.
Obstructions to the flow as well as variations in the roughness of the river bank
and/or river bed causes changes in the velocity distribution and the secondary
flows. As a consequence, the river starts to develop bends and scouring occurs.
The influence of wave action is important along the actual bank line, i.e. the
transition between water and adjacent flood plain of a river.

5.2 Erosion places and its Timing

River erosion occurs more at the bend of the river and also near the bridge/culvert
where the velocity of water flows is constrained, resulting in scouring there.
Intensity of erosion is again higher in the bank line having meandering soils which
are generally sandy and fragile. Deposits of sediments on the water channels,
which restrict water flow causing diversion of the direction of current, also causes
erosion of the chars and the banks.

In our country erosion generally occurs in the monsoon season when the speed of
the current sharply rises due to excessive flow of water from upper riparians and
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erodes away loose soil making holes in the river banks. Sudden receeding of flood
water level also causes erosion as at that time the degree of compaction of soil
declines. Heavy deposition of silts at the late monsoon when elevates the river
beds restricting the flow of water also erodes away the fragile river banks. Huge
accumulation of sediments followed by development of bars and islands promotes
widening and development of braided channels.

V1. Bank Protection Measures

In order to prevent erosion of river banks suitable measures are required. These
may be either single or combined, structural and non-structural. In general there
are three types of measures for erosion control. They are:

(i) River training measures which are intended to influence the flow conditions
or channel properties downstream of the man made interventions;

(i1) Structures, which are aimed at reducing the hydraulic effects directly in front
of an area to be protected, e.g., groynes, and

(ii1) Structures, to protect the actual bankline without relevant active interference
on water i.e., revetments.

Each of them must be designed properly to resist hydraulic loads and to prevent
the river channels from uncontrolled changes. River training measures are the
mechanisms which are built either on the main land or in the flood plain as
attached chars or those built as floating structures.

Structural measures are of course highly expensive depending on the type of
structure built against erosion. Cost estimates show that the revetment constructed
at Bahadurabad against the Jamuna amounts to US$ 10,100 per metre and the
groyne at Kamarjani costs US$ 6,900 (BETS, 2002). Protection structures
constructed elsewhere in the country (Sirajgonj Town protection — US$ 29,300)
are found more expensive. Of the two recently built structures, Bahadurabad one
appears to be more effective. It is 800 metres long constructed at a cost of US$
8.1 million which is expected to be immediately benefiting 1.5 sq. Kilometres or
only 150 hectares. This sounds abnormal at least for farm land and perhaps not
advisable. For town protection such structural measures may he suggested
depending on the value of assets to be protected. Besides structural measures, the
well-designed river training and continuous dredging may help regular flow of
water through the existing streams. Also special plantation by bamboos and grass
along the banks may help protect land from erosion, and farmers accordingly may
be trained.
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VII. Concluding Remarks

River erosion is a common feature along the banks of the rivers specially along
the country’s mighty rivers. Such erosion destroys fertile cultivable land and make
many people homeless and landless. Annual loss of land per household in the
study areas is estimated to be 0.62 acre which is too much for a farm household.
Besides land, total loss of other assets including houses amounts to over Tk.
22,000.00. The losers of land are again observed to be higher among the marginal
land owners. Many of them overtime become wage workers as self employment
opportunities are fewer there. Migrant workers are reportedly high from
Kamarjani and Bahadurabad. Their living conditions are miserably poor as
evidenced from their housing conditions, more prominently at Kamarjani. There
about 85% of households are living below poverty level which is extraordinarily
high. Economic conditions are more deplorable among the wage workers, all of
whom are but poverty stricken. People at Ghutail are a bit better where over 60%
are traders and their shares of income are significantly higher from non-
agriculture (80%).

River protections, specially structural measures, are quite costly and it amounts to
over US$ 10,000 per metre which is difficult to fund by the Bangladesh
Government. Their maintenance operation is also not easy. Under the
circumstances, people who are capable are expected to gradually shift to
elsewhere in the country and take precautionary measures well ahead of erosion
possibility following the erosion forecast, may be made by the Water
Development Board or the Local Government. A long-term development plan
may also be prepared for the erosion prone areas where creation of employment
opportunities should be given top priority. Also well designed dredging may be
undertaken in the critical areas of the channels towards regular flow of water
through the existing streams. Special plantations by bamboos and grass on the
riverbanks by the farm households may also help reduce the intensity of erosion.



26

Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

References

BETS FAP-21: Bank Protection Pilot Project-Targets and Achievements, News
Letter, April-June 2002;

Elahi Maudood, “River Bank Erosion, Flood Hazard and Population Displacement
in Bangladesh: An Overview” River Bank Erosion Impact Study (Abstracts of
Papers), Papers presented in an International Symposium on the Impact of River
Bank Erosion, Flood Hazard and the Problem of Population Displacement, held on
December 7-9, 1987, organized by Jahangir Nagar University and others.

Halcrow and Associates, Feb 2002, Jamuna-Meghna River Erosion Mitigation
Project, TA No. 3659-BAN-Interim Report, Vol 1.

Ministry of Water Resources, 2001, Guidelines and Design Manual for
Standardized Bank Protection Structures, Bank Protection Pilot Project-21.

Sarker, Maminul Haque and et al, 2003, “Rivers, Chars and Char Dwellers of
Bangladesh,” International Journal of River Basin Management, Vol 1, No. 1




Agricultural Diversification in Bangladesh:
An Analysis of the Crop Sector

Jahangir Alam*

Abstract

This study has examined the extent of diversification in the crop sector
of Bangladesh using the Simpson Index of diversity. Results show that
the extent of crop diversification has increased in the country slowly
over time. Meanwhile, the value of specialization index in rice
cultivation has slowly declined. The diversification in crop sector was
accompanied by diversity in the pattern of consumption of the people.
The extent of crop diversification was promoted mainly through a steady
increase in the intensity of cropping. This can be further enhanced with
the introduction of new production technologies for secondary crops.
There is also a need to expand the horizon of appropriate processing
techniques and value addition facilities for promoting the pace of
diversification of consumption in the country.

Introduction

The new seed-fertilizer-irrigation technology has favoured rice and wheat
production for achieving self-sufficiency in food grains. As a result, production of
food grains has increased at an annual rate of 2.8% over the last 31 years mainly
due to research and development efforts since 1970s. Meanwhile, secondary crops
including coarse grains, pulses, roots and tubers, oil seeds, and spices that occupy
a significant portion of the cropped area became less attractive. These crops
grown in less favoured environments were largely untouched by the growth
process. As a result, production of some of these crops, for example, some minor
food grains, pulses, oil seeds and spices have either exhibited a declining trend or
could not keep pace with the population growth rate over the years. Eventually the
country became more dependent on imports of these secondary crop products.
Currently there is a strong realization that production of these crops has to be

*  Member-Director of the Bangladesh Agricultural Research Council (BARC), Farmgate,
Dhaka. The views expressed in this article are those of the author’s.
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promoted in the country for import substitution. These crops provide substantial
opportunities for value addition after processing and creation of employment for
men and women. Thus there is sufficient scope for diversification of the rural
economy through promotion of secondary crops in Bangladesh.

The intensification of rice farming in Bangladesh has resulted in slowdown of
productivity and degradation of soil in some regions. Areas under grazing and
vegetation are increasingly being diminished due to extensive cultivation of rice.
Moreover, indiscriminate use of fertilizers, pesticides and herbicides is not only
destroying the quality of soil but also disturbing the habitat of fishes and
beneficial insects. Furthermore, heavy extraction of surface and groundwater for
irrigation during the dry season has caused many water bodies to go dry. This has
accelerated the process of environmental degradation resulting in loss of
productivity, biodiversity and increased vulnerability to natural disasters. Thus
there has been a growing concern for possible destruction of the ecosystem and
biological diversity due to intensive use of land and water resources for
cultivation of HY'V rice. The diversification of agriculture would help improve
soil health, increase productivity, mitigate risk and protect the environment. This
would also increase employment opportunities and income of the poor people in
rural areas.

Conceptually, diversification of agriculture is considered as a shift of resources
from rice to other cereal crops, from cereals to non-cereal crops, and from crops
to non-crop (livestock, fisheries and forestry) agriculture. Farmers normally
intend to diversify to minimize risk, stabilize income over seasons, optimize the
use of land and other resources, maximize the portfolio of income and profit,
change the food habit, increase protein intake, improve food security, promote
export, substitute import, conserve natural resources, create employment
opportunity and alleviate poverty. Diversification may not always imply
movement of resources from low value commodity mix to a high value
commodity mix, as it can increase the magnitude of specialization at the farm
level and reduce the extent of diversity.

The main objective of this study is to determine the magnitude of diversification
and to explore policy implications for promotion of agricultural diversification in
Bangladesh. This paper, however, limits the scope of diversification to crop
agriculture and indicates the use of resources in a large mix of diverse and
complementary activities within the crop sector. The main resource in crop
agriculture is land and the degree of diversification is reflected on the pattern of
utilization of cultivated land. It is expected that land will be judiciously shared by
a large number of crops under perfect diversification.
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Materials and Methods

A number of methods have been used to quantify the magnitude of diversification.
They include: (i) Herfindal Index, (ii) Simpson Index, (iii) Ogive Index, and (iv)
Composite Entropy Index (Joshi, et al., 2003). With a view to assessing the degree
of diversity in crop sector, Simpson Index was used in this study. The index is
simple and provides a clear dispersion of crop agriculture in a particular region.
The index ranges between 0 and 1. When there is complete diversification, the
value of the index moves towards 1. The index was constructed as follows:

n

SID = 1-KX PZ

i=1
where SID is the Simpson Index of diversity and P; is the proportionate area of
Bth crop in the gross cropped area. Several factors influence the nature and speed
of diversification from staple food crop to other crops. These factors include rapid
technological change in other crops, diversification in food demand, and
improvement in rural infrastructure. To determine the speed of diversification in
favour of a particular crop, annual growth rates of area, production and yield of
that crop were examined.

The magnitude of diversification obtained by using Simpson Index was again
examined from a different angle. This was done by calculating the extent of
concentration in rice cultivation over the years. The “specialization index’ (SP)
was of the following form:

SPij = Rij/Rj, Rij=Aij/ OAij, Ri=Ai/ OAi

SPij:  Specialization index of commodity 1 in region j

Rij:  Proportion of commodity i in harvested area in region j

Ri:  Proportion of commodity i in harvested area in whole country

Aij: Harvested area of commodity i in region j

Ai:  Harvested area of commodity i1 in whole country

If SPij is more than 1, it means region j is specialized in commodity i in the
country (Alam, 2004a).

For this study, data on the allocation of land to different crops were gathered from
BBS (Various Years) and MOA (2003). These data on the allocation of land were
then analyzed for three points of time covering the last three decades. The years
chosen as reference for this analysis were normal crop years, free from natural
hazards.
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The diversification of crop agriculture depends, among other things, on the
demand for secondary crop products. This was determined by using the
anticipated population growth rate, growth rate of income and income elasticity
of demand for these crops. The income elasticity of demand was computed from
cross section consumption figures obtained through the Household Income and
Expenditure Survey 2000 (BBS, 2003).

Results and Discussion
Simpson Index of diversity

This study assembled secondary data of land use over different crops for a period
of 31 years from the Bangladesh Bureau of Statistics (BBS). For computation of
SID, all crops grown in Bangladesh were grouped into eleven categories. They
include rice, wheat, minor grains (maize and millets), pulses, tubers, oil seeds,
spices, vegetables, sugarcane, jute, and other crops. Calculated SID for three
normal years of the three decades showed an upward trend over time, from 0.37
in 1972-73 t0 0.42 in 1989-90, and 0.43 in 2001-2002 (Table 1). Again, forty-four
crops, including all secondary crops, were considered individually for SID
computation without arranging them into groups. Time series data on land area
under operation for different crops were taken from the Ministry of Agriculture
(MOA, 2003). The analysis also showed that SID for the country slowly moved
upward from 0.753 in 1971-72 to 0.768 in 2001-02 with fluctuation in different
years. The values of SID averaged 0.755 for the seventies, 0.782 for the eighties,
and 0.784 for the nineties, including first two years of the new millennium (Table
A-1). This result supports Alam (2003) and Rahman et al. (2004), but contradicts
Joshi, et al. (2003), who observed a downward movement of Simpson Index of
crop diversity in Bangladesh. While it is recognized that Bangladesh has
specialized in rice production over the years and about three-fourths of the area in
the country are now under rice, it is also observed that within rice there is
substantial diversity and the remaining one-fourth is highly diversified.
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Table 1: Share (%)) of different crops in total
cropped acreage and SID over time.

Crops 1972-73 1989-90 2001-2002
Rice 78.76 75.66 75.05
Wheat 0.98 4.28 5.54
Minor grains 0.78 0.63 0.79
Total grains 80.52 80.57 81.39
Pulses 2.57 5.32 3.34
Oil seeds 2.14 333 3.21
Spices 1.25 1.08 1.88
Vegetables 0.85 1.17 1.82
Tubers 1.17 1.22 2.06
Sugarcane 1.05 1.35 1.21
Jute 7.34 3.91 3.41
Others 0.03 0.62 1.68
Cropping intensity 144.95 168.44 177.00
SID 0.37 0.42 0.43

Source: BBS (Various Years), MOA (2003) and author’s calculation.

Specialization Index

Results obtained from the calculation of SID were verified by calculating the
Specialization Index (SP). Results of SP by region are placed in Table 2 for two
agricultural census years, 1983-84 and 1996. It appears from the table that
Bangladesh specialized in rice cultivation in three Divisions out of four in 1983-
84. The value of SP for the country ranged between 0.961 and 1.649, indicating
high specialization in rice cultivation. The SP values came down in 1996,
ranging from 0.849 to 1.046 in greater 4 Divisions of the country. These results
are consistent with our earlier results on crop Diversification obtained from
Simpson Index of diversity (SID)

Table 2: Specialization index of rice cultivation in

Bangladesh by region.

Division Value of index

1983-84 1996
Chittagong 1.649 1.033
Dhaka 1.059 1.001
Khulna 1.453 0.849

Rajshahi 0.961 1.046
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Crop diversification is promoted by area augmentation and crop substitution.
Bangladesh does not have much fallow land for utilization and the total area under
cultivation has been declining in recent years (from 9.32 million hectares in 1983-
84 to 8.29 million hectares in 1996; that means 235 hectares per day) (BBS,
1999). The intensity of cropping has, however, been increasing steadily over time
(Figure 1). This is certainly an important source of crop diversification. The other
source of diversification is crop substitution. Over the years, area under rice and
jute has declined, but the area under wheat and potatoes has increased (Table A-
4). This is likely to proceed further if special policies are framed favouring the
cultivation of secondary crops. It was observed during a field visit that those who
diversify and cultivate their land most intensively are small farmers. They
diversify their cropping pattern mainly to minimize risk and satisfy their
consumption needs. Since most farmers in Bangladesh are small, diversification
has been promoted in this country over the years due to pressing needs of the
farmers. This can be further promoted by providing special extension services,
supply of quality seed and other inputs, and credit support to the small farmers.

Fig. 1: Intensity of cropping (%) in Bangladesh.
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Source: MOA (2003).
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Diversification of Consumption

Diversification of agriculture may be promoted through diversification in food
consumption. For that reason the pattern of consumption of Bangladeshi people
was examined from estimates given by household income and expenditure
surveys over the nineties. The data have been summarized and placed in Table 3.
It appears that considerable diversification has taken place in consumption of
people during the last decade. The share of rice and wheat in total food basket has
declined, while the share of potato and pulses has increased. This may lead to
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further diversification of crop agriculture in future, if there are enough incentives
to cultivate non-cereal crops. Currently potato growers are expanding production
through an increase in area and yield mainly due to a break-through in the
technological front. It indicates that there is a need to introduce appropriate
technologies and create suitable institutions and infrastructure to accelerate the
pace of diversification.

Recent market liberalization could have a positive impact on diversification
through promotion of export and increase in prices of secondary crop products.
But in the absence of appropriate processing techniques and value addition
facilities that could not happen. Table A-2 shows that prices of all secondary crop
products (maize, millets, lentil, potato and sweet potato) have declined in the
world market and the magnitude of decline in real prices (in US dollar) was
higher in Bangladesh. In the case of sweet potato, however, real prices showed an
upward trend, but the area under this crop declined. The evidence suggests that
a sort of domestic market adjustment may be required to support diversification.
Moreover, appropriate measures would be needed to avail opportunities of diverse
agriculture in several directions: geographically (increasing the magnitude of
intensive cultivation in areas suitable for secondary crop production), horizontally

Table 3 : Average per capita daily intake of
major food items (in grams).

Food Item 1991-92 1995-96 2000
National ~ Rural Urban National Rural Urban National =~ Rural Urban
Rice 4728  481.6 416.0 4643 479.0 390.3 45854 478.84 372.66
Wheat 36.3 346 47.1 337 324 401 17.24 14.00 30.12
Potato 43.7 414 583 495 467 644 5545 5471 58.38
Pulses 17.9 173 217 139 129 194 1577 1497 19.04
Vegetables 1374 1353 1509 1525 1544 1429 14047 141.11 137.92
Edible Oil 10.1 9.0 164 9.8 84 17.0 1282 11.24 19.11
Onion 11.9 11.2 170 11.6 99 202 1541 14.08 20.72
Beef 52 4.5 9.9 6.6 49 150 8.30 6.87 13.98
Mutton 0.9 0.8 1.3 1.0 0.8 1.6 0.49 043  0.71
Chick-duck 2.0 1.9 3.1 4.0 3.4 7.5 4.50 352 841
Egg 4.7 4.6 5.8 32 2.6 59 5.27 461 7.89
Fish 345 325 478 438 422 51.7 3845 37.83 40.89
Milk 19.1 185 232 323 303 421 2971 2899 3259
Fruits 16.9 159 234 276 253 398 2835 2653 35.63
Sugar/Gur 8.8 85 10.8 9.2 9.1 10.1 6.85 637 878
Others 64.0 60.5 857 509 482 64.6 5544 5458 54.86
Total 886.2 878.1 9384 9139 910.5 932.6 920.06 898.68 861.69

Source: (BBS, 2003).
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(increasing the spread of secondary crop cultivation), and vertically (increasing
agro-processing opportunities for value addition). Besides, marketing network has
to be established at home and abroad for increasing the demand for consumption
of secondary crop products, which will ultimately encourage their domestic
production.

Income Elasticities and Demand for Secondary Crops

Using 2000 Household Expenditure Survey (GOB, 2003a) data, this study has
estimated income elasticity of demand for products from secondary crops. Overall
income elasticity of demand for those products was less than one. The estimates
of income elasticity of demand for pulses and tubers were 0.42 and 0.23,
respectively, and the estimate for maize, barley and millets together was 0.62. The
elasticities were high for lentil (0.89) and mung bean (0.98), moderate for fruits
(0.63) and oil (0.58), low for vegetables (0.16) and gram (0.04), and negative for
lathyrus (-0.26).

The elasticities are quite low for cereals (Table 4). With the achievement of self-
sufficiency in rice production in recent years, the elasticities for rice and wheat
have declined. These are likely to decline further towards the end of this decade.
But the elasticities for other cereals, such as maize and millets are likely to
increase slightly with the creation of facilities for value addition and development
of livestock and food processing industries in the country.

A demand projection of some selected crops was made for the year 2010, which
was based on growth rate of population, economic growth and income elasticity
of demand. For population estimates, we used inter-census growth rate of 1.5%
per annum between 1991 and 2001 as the base, then declining to 1.4% in 2005
and further to 1.3% in 2010. The aggregate per capita annual income growth was
about 3.5% for ten years ending in June 2000. This growth rate is likely to
continue through 2005 and will increase to 4% thereafter. Under such a situation,
the required growth rate in production of maize and millets by the year 2010
would be 3.65%, the highest among cereals. Recent growth records for maize is
quite impressive, but very disappointing for millets.

Income elasticity of demand for pulses has declined from 0.64 in 1995-96 to
0.42% in 2000. This will decline further to 0.31 in 2010. With increase in income,
people will prefer consumption of more fish and livestock products to satisfy their
protein requirements. As a result, the demand for lentil, mung and other pulses are
likely to decline. But the income elasticity of demand for lathyrus will increase
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due to its increased use as feed. Thus the annual growth rate in production of each
type of pulses has to be maintained between 1.34% and 4.30%, at par or well
above the population growth rate, if the increased demand has to be met from
domestic production. Currently, production of all pulses, except lentil and mung,
has been experiencing a negative growth rate.

The income elasticity for roots and tubers has declined to 0.23 in 2000 from 0.41
in 1995-96. This is likely to decline further to 0.15 in 2010. This gives a required
production growth rate of 1.9% over the next few years, much below the annual
growth rate of 7.63% achieved during the last decade.

The elasticities for vegetables, oil and fat, and fruits have declined over the years.
But till today, oil and fruits have moderately high income elasticity of demand.
Their recent average growth rates of production are much below the anticipated
required annual growth rates.

It appears that the current growth rates in production of maize, tubers and
vegetables match with the required growth rates in demand for those products.
But special promotional and incentive schemes are necessary to boost up
production of pulses, oil seeds, fruits and millets, as the current growth rates for
these products are well below the required growth rates.

Table 4: Income elasticities of demand for selected secondary crops and required
growth rates in production to meet the domestic demand.

Crops Income elasticities Required growth Recent
ates (%) growth
2000 2010  2001-2005 2006-2010  rates (%)
(Actual) (Projected)

All cereals 0.08 0.04 1.68 1.46 2.70
Rice 0.04 0.02 1.41 1.38 3.63
Wheat 0.71 0.35 3.88 2.70 5.65
Other cereals (Maize and millets) 0.62 0.65 3.57 3.65 -0.93
All Pulses 0.42 0.31 2.87 2.54 -3.72
Lentil 0.89 0.72 4.51 4.18 -3.04
Lathyrus -0.26 0.01 0.49 1.34 -1.99
Gram 0.04 0.04 1.41 1.46 -17.41
Mung 0.93 0.75 4.65 4.30 0.84
Other pulses 0.15 0.11 1.93 1.74 -0.57
Tubers 0.23 0.15 2.21 1.90 7.63
Vegetables 0.16 0.12 1.96 1.78 3.64
Oil and Fat 0.58 0.52 3.43 3.38 -1.40

Fruits 0.63 0.55 3.61 3.50 0.24
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Bangladesh is now self-sufficient in cereal production. Recent dietary pattern
(Table A-3) suggests that a significant reduction in cereal consumption and
production is desirable. At the same time, we need to increase production of
vegetables, pulses, edible oil, fruits, sugar crops, fish, meat, eggs and milk.
Because, we have a huge deficit in these consumable items. It is possible to have
a significant increase in production of these crops and non-crop agricultural
products provided new technologies are generated and policies are framed
conducive to diversification.

Crop Diversification Project

Due to the priority given to the production of food-grain crops, particularly to rice,
the acreage and production of non-cereal crops declined in 1970s and in 1980s. It
was then felt necessary to give special attention to some selected non-cereal crops,
such as tubers, pulses and oils for diversified consumption as well as import
substitution. Consequently, a Crop Diversification Project (CDP) was undertaken
jointly by the Government of Bangladesh and the Ministry of Development
Cooperation of the Government of Netherlands, and the Canadian International
Development Agency (CIDA) in 1989. The project had three main implementing
agencies namely, Department of Agricultural Extension (DAE), Department of
Agricultural Marketing (DAM) and Bangladesh Agricultural Research Institute
(BARI). Crops included in the programme were:

Tubers . potato, sweet potato, aroid,

Oilseeds : mustard and rapeseed, groundnut, sesame, sunflower, soybean;

Pulses : lentil, black gram, mung bean, chickpea, field pea, cow pea and
pigeon pea.

The effect of CDP on production of a few secondary crops was positive. There
was a modest increase in potato production, which was attributed to growth in
acreage and yield. The yield of pulses and oilseeds had also increased mainly due
to the adoption of improved production practices. These crops gave significantly
higher yield in 130 upazilas covered by the project (Alam, 2004) than their
national average yield. Nevertheless, the growth in total production of some of
these crops remained very insignificant due to limited extension of these crops
and a decline in acreage (Table A-4). The work of the project is still in progress
under financial assistance of the Government. Such programmes are likely to be
extended in future as Government policies are currently favouring diversification
of the crop sector in Bangladesh.
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Public Policies on Diversification

Government of Bangladesh has been encouraging diversification of agriculture in
recent years. The Ministry of Agriculture in its agricultural policy document
(GOB, 1999) stated that the crop production system dominated by rice is neither
scientific nor acceptable from the economic point of view. The Ministry,
therefore, emphasized the necessity of increasing the cultivation and production
of other crops. The policy of Bangladesh government in this respect was also
reflected in another document prepared earlier by the Planning Commission in
which emphasis was given on increasing area and production of potato, sweet
potato, pulses, oil seeds, spices, maize and millets (GOB, 1998).

The Fifth Five Year Plan (1997-02) categorically mentioned the desire of the
government to introduce diversified cropping systems in order to free upland
areas in winter season for non-rice crops. The plan envisaged crop rotation with
shallow rooted crops by deep rooted ones and legumes followed by non-legumes
to enrich and maintain soil fertility. Besides, the Plan intended to promote
diversification of cropping pattern to enhance farmers’ income and to help
maintain a better soil structure for long term sustainability. The draft poverty
reduction strategy paper (PRSP) of the Ministry of Finance (GOB, 2003a) has
also advocated for agricultural diversification with a view to rural employment
generation and poverty alleviation in the country.

In spite of policy support and constant encouragement from the government for
diversification, the index of diversification appeared to have achieved low level
of scores over the years. Lack of technological advancement is the main constraint
to diversification of crops. In order to accelerate technological progress, genetic
upgradation of minor crops and development of HY Vs would be urgently required
for higher productivity in near future.

Conclusion

Diversification of agriculture is necessary to minimize risk, stabilize income,
change the food habit, increase protein intake, promote export, substitute import,
create employment opportunities and alleviate poverty. In Bangladesh,
diversification of agriculture has been promoted slowly over time. As a result,
diversification of food consumption has also been promoted. There is a need to
expand appropriate processing techniques and value addition facilities to further
promote the pace of diversification of consumption in future. It is also necessary
to introduce new production technologies and create suitable institutions and
infrastructure to accelerate the pace of diversification of products in the country.
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Appendices

Table A-1: Values of Simpson Index of Diversity over time.

Year SID Average of decade
1971-72 0.753535

1972-73 0.782523

1973-74 0.756836

1974-75 0.752394

1975-76 0.739617

1976-77 0.740509

1977-78 0.753944

1978-79 0.75936

1979-80 0.757601 0.755147
1980-81 0.758371

1981-82 0.754825

1982-83 0.758936

1983-84 0.784475

1984-85 0.795371

1985-86 0.79119

1986-87 0.794423

1987-88 0.800292

1988-89 0.79003

1989-90 0.788354 0.781627
1990-91 0.788784

1991-92 0.78412

1992-93 0.780957

1993-94 0.787816

1994-95 0.785125

1995-96 0.778808

1996-97 0.780059

1997-98 0.793852

1998-99 0.800989

1999-00 0.791123

2000-01 0.769552

2001-02 0.768551 0.784145

Source: BBS (Various Years), MOA (2003) and author’s calculation.
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Table A-2 : Trend growth rates for real prices of CGPRT crops in the
international market compared with Bangladesh during 1991-2001

Crops Market location Annual growth rate (%)
Maize USA -4.83
India -3.23
Bangladesh -4.42
Millets USA -3.37
India -4.44
Bangladesh -1.37
Lentil USA -0.34
Turkey 0.33
Nepal 0.20
Bangladesh -0.48
Potato USA -2.67
Netherlands 2.16
Bangladesh -5.09
Sweet potato USA -0.78
Australia -1.64
Bangladesh 1.90
Note: Growth rates have been calculated by fitting semi-logarithmic trend lines.
Source: FAO.
Table A-3: Current dietary pattern in Bangladesh
compared with an expected pattern.
Food items Adequate  Target Current ~ Minimum Energy Food gap
intake ! intake? intake3  required (%
(grams) (grams)  (grams) intake (grams) Kecal %
Cereals 490 372 475.8 450 15552 702 -5.7
Tubers 100 130 70.9 70 61.7 2.8 -1.3
Vegetables 125 132 140.5 150 65.8 3.0 6.3
Pulses 30 66 15.8 30 105.0 4.8 473
Edible oil 20 38 12.8 20 180.0 8.2 36.0
Fruits 50 57 28.4 50 50.0 2.3 43.2
Sweeteners 10 28 6.85 10 40.0 1.8 31.5
Fish 45 50 38.5 60 60.0 2.7 35.8
Meat 20 22 133 30 33.0 1.5 55.7
Eggs 14 7 53 10 16.7 0.7 47.0
Milk 30 47 29.7 50 32.6 1.5 40.6
Total 934 949 837.8 930 2200 100 9.9

1 Bangladesh National Nutrition Council, Dhaka.

2 Ministry of Food, Dhaka.
3 BBS (2003).
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Agriculture within Globalization and WTO:
Politico-Economic Issues of
Bangladesh Agriculture

Abul Barkat*
Palash Kanti Das**

1. Onset

The word globalization means different things to different people. It is portrayed
by many as an important route towards poverty elimination. The conventional
indicators of globalization have always been in trade, foreign direct investment
(FDI) and technological flow. However, the quasi-economic factors such as
environment, ways of living and non-economic factors like social systems and
values, governance are gaining momentum in the current globalization debate.
The continuous negligence of globalization application for quasi and non
economic factors keep the livelihoods concern of the people in the developing and
least developed countries out of loop for getting benefits. One should not ignore
that any force for development comes out from a complicated interaction between
these economic, quasi and non economic factors. However, the globalization
forces are always derived out from the conventional indicators and the birth of
WTO is one of the major consequences.

If the concern of developing countries (DC) and least developed countries' (LDC)
would be considered, agriculture would certainly play a pivotal role in improving
the countries’ socio-economic condition, sustainable development, food security,
and achieving self-sufficiency in food production. On other hand, it is the main
source of potential domestic surplus for investment in other sectors with higher
value added that are crucial for human development®. Agriculture accounts for 70
percent of employment in LDCs and 30 percent in DCs".

* Professor, Economics Department, University of Dhaka

= Livelihoods Programme Coordinator, Oxfam GB, Bangladesh
(Opinions expressed by the second author are his own, and in no way reflect the official
position of Oxfam)

1 Least developing countries is a subset of the developing countries

2 Malhotra, Kamal, Making Global Trade Work for Poor, Attp//www.rbf.org/pdf, July 2004
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Like most developing countries, the Bangladesh’s economy is agriculture based.
In fiscal year 2003-04, its gross contribution to GDP was 22.83 percent; 62.3
percent of total labour force is employed in agriculture* Moreover, despite
growing urbanization, about 76 percent of our population still live in rural areas>:
This implies that our socio economic development still depends much on the rural
sector. The agricultural sector provides the basis for food self sufficiency; forms
imperative to ensure food availability to the people at affordable prices; and plays
pivotal role in terms of nutrition intake and addressing the whole issue of hunger
and famine.

The agricultural sector is going through a change. Due to increased population
pressure the technological invasion is gripping more and more with a view to
produing more food for the people, which means the available land, its
distribution and utilisation are of great concern. On the other had, the new face of
Globalization through liberalisation has been creating new dimension in the
context of trade (internal and/or external).

This paper focuses mainly on the crop sector and is divided into three parts. The
first part discusses the major policy issues under WTO and the relevant
experiences. The second part focuses on the current domestic situation. The third
part examines the current situation of agricultural farmers and workers and
attempts to show the process becoming marginalised in the process. Finally the
conclusion delineates the potential implications under globalization.

2. New Tool of Globalization: WTO Policies in Agriculture

Until the Uruguay Round (UR), Agriculture with food security and price stability
of agricultural products was kept out of GATT. The developed economies at that
time started to protect their agriculture sector by providing various supports to
their farmers. As a result, these countries turned out as major exportes of their
surplus food. Considering the ‘food security’ as the most important issue for DCs,
there was a broad adoption of Import Substituting Strategy (ISI). However, one
limitation could not be envisaged: the gradual rejection of protectionism in other
sector cannot protect agriculture from liberalization. In this process, we see
several pressures from international organizations such as IMF and World Bank
on developing countries in the name of structural adjustment. In this course, while

Malhotra, Kamal, Making Global Trade Work for Poor, Attp//www.rbf.org/pdf, July 2004
4 Bangladesh Economic Review 2004: p 71

5 Bangladesh Population Census 2001: p 28
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developed countries finally realized that there are no more places left for DCs for
exploitation, they agreed to include Agriculture. However, their long practiced
protectionism still exists in different names. As a result, the world share of
Agricultural exports from developing countries came down to 40 percent in 2001
from 40 percent in 1961.6 These new policies reveal that it does not have that
much components to block developed countries protectionism practices under
liberalization; which in turn works for the few TNCs dominating the world
agricultural market. There could be three broad reasons: a) Subsidized rich
countries’ export, b) high barriers to developed countries’ market, and c)
downward pressure on world primary commodity prices.

2.1 Basic features of Agreement on Agriculture (AOA)

Three major elements that illustrate liberalization commitments under AOA are
domestic support, export competition and market access.

Domestic support is any measure used by government to protect its industries
from foreign competition. All the members are required to quantify all trade
distorting domestic supports into “Aggregate Measurement of Support” (AMS).
These commitments are also expressed in “Annual and final bound commitment
level”. To be in compliance with the agreement, any member’s current level AMS
should not exceed “Annual and final bound commitment level”. For any member
AMS shall not exceed 5 percent of total value of agricultural production. And for
developing countries this limit is 10 percent. However, there is a set of exemption
policies and these are expressed in terms of coloured boxes: Amber, Blue and
Green. Amber box contains all trade distorting domestic supports and that should
be reduced by 20 percent. Under Blue box the minimal trade distorting policies
are included — all direct payments under production limiting programs. The
policies, which do not have no, or at most minimal trade distorting effects are
under Green box. All these provisions experience a practice of the developed
countries shifting their subsidies from amber to green. Over 60 percent of
domestic support in OECD has been exempt from reduction commitments?.

Export subsidy/ies is a tool used by the governments for decreasing the cost of
production and/or increasing the level of production. However, in a liberalized

6 WTO (2002) International Trade Statistics 2002 and UNCTAD (1999) “Agricultural Trade
Barriers, Trade Negotiations and Interests of Developing countries” TD9X/RT.1/8

7 Oxfam Briefing Paper: “Boxing Match in agricultural trade — Will WTO negotiations knock out
the world’s poorest farmers?”
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world economy export subsidy creates pressure on world prices. Under AOA,
export subsidies are set to be reduced by 36 percent of the value of exports and
volume of subsidized exports by 21 percent. The LDCs are exempted from
reduction commitments in any field of domestic support and export subsidies.

The lack of market access is another obstruction for developing countries in the
global economy. The provisions under market access spells out conversion of all
non-trade barriers into tariffs and these tariffs are to be reduced by 36 percent. The
LDCs are exempted from these commitments. However, tariff bound for
Bangladesh set a uniform ceiling rate of 200% for all goods but 50 percent bound
rate for 13 products8.

2.2 Agreement on Sanitary and Phytosanitary Measures (SPS)

The agreement of SPS under WTO is considered to be the most controversial
agreement as this is being used by the industrialised countries as another non tariff
barrier to market access against the developing countries and LDCs.

2.3 The sidestep policies

There are provisions of Safeguard Mechanism and Special and Differential
treatment for least developed countries and net food importing developing
countries. These policies also reveal no benefit to developing countries.

The result of import liberalisation under WTO ends up with a decreased food
production in DCs and LDCs. Between 1990 and 1997, 24 LDCs experienced a
decline in per capita food production®. A continuous export trap created by the
falling world prices reduces the opportunities of these countries to diversify the
products. The practice of export subsidies and other domestic subsidies provided
by the developed countries create pressure on the world price, which, in turn,
increases the cost of production in developing countries.

Evidence based on 14 developing countries showed that the food import bill of
most countries increased since UR implementation. In Bangladesh alone it grew
up by 50 percent!0. Due to WB and IMF pressure Bangladesh’s average tariff was

8 Hossain Mahboob, Deb Uttam Kumar, Trade Liberalization and the Crop sector in
Bangladesh, CPD Occassional Paper Series Dhaka, July 2003 p 1

9 UNCTAD (2002) : Least Developed Country Report 2002, p 250

10 FAO (2002) “Agriculture, Trade and Food Security, Chapter 1 and FAO (2002) FAO Papers on
selected issues relating to WTO negotiation on Agriculture” p 13-17
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reduced from 102 to 27 percent between 1996 and 1998. Export subsidies and
domestic supports and other measures taken by the developed countries leave
room for export dumping. Export dumping eventually results in farmers of
developing countries being driven out of the market and competing being forced
to meet the below cost price or lose market share!!.

There is another face of dumping: food aid. Evidence suggests that food aid is
higher while price is lower and stock is higher, again while food import for
developing countries is higher food aid gets down. WFP reports that when world
cereal prices were low and stocks was high, food aid was at the peak levell2. One
point should be noted that all the reduction commitments under WTO is mainly a
political bargaining.

3. Existing Scenario of Bangladesh Agriculture
3.1 Domestic policies:

Amidst Globalization it is imperative to look closely at our domestic policies. Our
rural sector is mainly guided by the agricultural policies. The main objectives of
these policies arel!3:

e Ensure profitable and sustainable agriculture production mechanism and
establish purchasing power to farmers through increasing their real income

e Protect land productivity and ensure its improvement
e Reduce risk through downgrading the dependency on single products

e Ensure food security and increased nutrition level by producing more nutrient
food products and by increasing their supplies

e Protect bio-diversity of various crops
e Adopt plan for introducing, uses, and expansion of bio technology

e Produce and increase supply of crops and other agri-products for industrial
sector

e Reduce imports of agricultural products and create opportunities for exports

e C(reate opportunities for agricultural products processing and agriculture
based industry development

11 “Can WTO deal with Agricultural Dumping?” http://www.southcentre.org/ info/
southbulletin.htm

12 WFP (May 2001) The Food Aid Monitor — 2000 Food Aid Flows, Rome.
13 Adapted from Bangladesh Economic Reviey 2004 p71
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e Protect rights of marginalised, small farmers and agricultural workers

e Keeping in mind the national interest, develop agricultural system in light of
the WTO, SAFTA and other international policies.

All these objectives led to two main points: food security and farmers’ rights.
There is a great paradox between food security and production. Self sufficiency in
food production can’t always provide food security — it depends on food
distribution, income distribution, food availability at affordable price, and a
combination of food import and export. On the other hand, farmers’ rights are
basically their right to ownership of land and waterbodies, and livelihoods —
which depends on the increased purchasing power, access to inputs, access to land
and other basic human rights — right to work.

The Government food budget reflects the policy application. In our agricultural
sector, crop plays the dominant role. Let’s see the government food budget which
comprises only rice and wheat for FY 2003-04. Government of Bangladesh (GOB)
opened their stock of 9.52 lac metric tons (MT) food grains and planned to close
that one with 8.03 lac MT. The net domestic production was set at 253.08 lac MT
which showed domestic production surplus (Net domestic production less
requirement) was 26.26 lac MT. If we add up import with that net surplus, total
surplus would be 51.84 lac MT. Due to lack of availability of data it is not possible
to estimate the amount of government procurement and distribution. However, the
trend shows that (between 1999-00 and 2001-02) the amounts were at two digits lac
MT. Now the question arises how the surplus is being managed if it is not
distributed, procured or exported. One reason could be to set up those surpluses in
the open market. However, without having a proper price control mechanism how
that surplus would be utilised is a real concern. In a conventional way it shows that
it would bring the price down which is good for consumers but what about retention
of production cost. In Bangladesh, most farmers produce crops for their own
consumption as well as to meet other livelihoods necessities. Furthermore,
surprisingly government commercial imports were placed in 2001-02 whereas
government had a huge surplus in FY 2001 and FY 2002 and even in FY 2004 alone
private commercial imports showed the highest amount at 22.89 lac MT.

3.2 Production scenario of major crops

Within the agricultural sector, the crop sector is the most significant part
contributing 74 percent of the agricultural GDP in 2002-0314. Forest and livestock

14" Bangladesh Economic Reviey 2004
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contribute, respectively 10 percent and 16 percent. And within the crop sector rice
is the most important one. We will consider rice and wheat to examine the
production situation.

Three main types of rice - Aus, Aman and Boro are being harvested in
Bangladesh. Due to the existence of intense monsoon season in Bangladesh,
Aman (wet season crop) and boro (dry season crop) are being produced heavily
in the low lying land.

The total production of rice in 2002-03 was 251.87 lac MT, in which Aus, Aman
and Boro contributed, respectively, 7.35, 44.13 and 48.52 percent. The total
production in 2002-03 was 3.65 percent higher than production in 2001-02. This
is a good recovery from the previous year. Out of the last twelve years the highest
growth rate of production was experienced in 1999-00.15

In the case of disaggregated rice production for Aus, Aman and Boro, there is a clear
decreasing trend of Aus production!®. For Aman and Boro there is increasing trend,
particularly in 1999-00 when Aman experienced a robust growth and in 1998-99
Boro production growth was impressive. The area cultivated for Aus shows a
decreasing trend whereas for Boro it was increasing. Aman was almost at stagnancy.

The changing scenario!”? of the three types of rice shows that Boro is
comparatively providing more yields (production/acre) than the other two. The
gap between the physical production and area under production is decreasing for
Aus; for Aman it is not that significant, but for Boro it shows remarkable progress
— for the first half of last decade the production line was on acre line and from
1996-97 onwards the production line crossed the acre line, which means per acre
yield is above one. It would be important to examine the comparative advantages
of cost of production for Boro. According to Bangladesh Rice Foundation, the
cost of production for Boro is higher than Aman and Aus!8. Perhaps higher per
acre yield of Boro is compensating the higher production cost.

In the case of wheat, for the last four financial years we have seen a decreasing
trend of wheat production. In 2002-03, wheat production was 6.16 percent less
compared to production in 2001-02. From 1990-91 the wheat production showed
upward trend and was at its peak in 1998-99. Its yield rate has been impressive
over the last twelve years.

15 See Bangladesh Economic Reviey,2004

16 Ibid

17 See Annex Figure 1,2 and 4, 3

18 “Next Step in Rice: Bangladesh Rice Foundation. 29 Jan 2003. p 74
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Over the last twelve years, the total area of land cultivated for rice and wheat has
shown an increasing trend. The yield rate is also showing an upward trend though
it is below one. The gap between area usage and production line is becoming
narrower.

3.3 Agricultural products in trade

According to GOB, Bangladesh has attained food self sufficiency. It is also
reflected in government’s actual budget where net domestic production is higher
than the requirement. So trade (imports) in agricultural products particularly rice
needs a closer look to understand as to why our food imports are at high level.

In year 2003-04(till 22nd May, 04) total food grain import was 2557.6 thousand
MT. In 2002-03 it was 3221 thousand MT which was 79.14 percent higher than in
2001-02. In the last decade, we experienced highest food import due to
devastating flood though total production was only slightly lower than the earlier
year.

In 2003-04(till 22~ May, 04) rice import was 788.4 thousand MT and wheat
import was 1501 thousand MT. The growth rate of rice import in 2000-01 was
23.59 percent, in 2001-02 it went down. For wheat in 1999-00 and 2000-01 the
growth rate was negative but for 2001-02 and 2002-03 growth rates were
respectively 119.29 and 20.75 percent.

The import expenditure for rice in 2002-03 was 211 million USD and for wheat
it was 198 million USD19. However, per MT expenditure for import showed a
clear downward trend for rice and wheat which means imports for these products
are becoming cheaper. The reasons could be the liberalisation of crops in other
countries and less protectionism in our country. The major source of import is
India. Recently the Indian Govt decided to release their stocks at almost half of
their economic prices (subsidized rate) and this allowed the private exporters of
India to dump their products at prices lower than their domestic prices; and the
wholesale price of rice and wheat was higher than international price which
tempted the private importers to import more for benefits20.

From the domestic front, in the name of structural adjustment Bangladesh
government had to cut average tariff rate from 102 percent to 27. In early of 2001-
02, the average tariff rate for rice was 34 percent and for wheat, 14 percent only.

19 See Bangladesh Economic Survey
20 Dev Uttam, Bangladesh Food Situation in FY2002, IRBD2002, Centre for Policy Dialogue, P84
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Government also took initiative to block import. Though there was no quantitative
restriction, government banned food import through all land ports except
Benapole. Earlier we had 15 tariff steps. In order to ease the import, government
reduced it to 5; and has taken steps to equalise the statutory and applied tariff. As
a result, the average tariff for all products came down from 300% (in 1992-93) to
30 percent (in 2003-04). Due to tariff reform the weighted average tariff for
primary products came down from 21.4 percent (in 1998-99) to 19.89 percent (in
2001-02) and for intermediate products it was reduced from 19.0 to 14.42 percent
during the same period. In the same year LC margin was reduced from 100% to
25% and withdrawal of 10% regulatory duty. According to the Ministry of Food
these steps were taken to stabilise the food grain price?!. But the paradox is while
private food grain import was 1.28 million tone in 2001-02, government’s
procurement was 1.05 million tone. In 2001-02 the variation of domestic price of
paddy was 56 percent and procurement price was higher than the market price.
The question is that the domestic price is not being setup by the domestic factors
only — a large margin of import now plays a role in price setting. Where the
procurement amount is lower than the imported amount, how much cost of others,
who is pressured to sell their products at low price, would be offset.

In terms of exports, Bangladesh’s exports are not that significant. Though we are
a net food importer we export some agricultural products and processed frozen
food. In 20 03-04 (till March 04) total export of agricultural products and frozen
food were respectively, 24 and 274 million USD22. According to GOB, subsidy
and support should be increased by a large scale for the agri-export sector. At
present 25 percent cash alternative support is being provided for exports of agri-
products.

3.4. Inputs for Agricultural production

Land is the most scarce and critical factor for agriculture production. Among
others fertiliser, irrigation, pesticide, agricultural credit and labour are essential
inputs for agriculture. It is to be noted that all these depend much on the agro-
ecological condition, price and availability, adoption and availability of improved
technology.

The total available land in 1980-81 was 14.29 million hector which was 14.85
million hector in 2000-01. Although the total available land increased the net

21 Bangladesh Food Situation Report-August 2002.
22 Source: EPB
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cultivable land came down from 9.38 to 8.40 million hector during this period.
However if we consider total crop area, it was 13.16 million hector in 1980-81 and
14.30 million hector in 2000-01. Due to improved technology and high demand,
the cropping intensity increased from 153.69 to 177.00 between 1980-81 and
2000-01.

Nine types of fertilisers are used by our farmers, of which, Urea, TSP and SSP
usage are always high. The fertiliser usage shows an increasing trend23 except for
the year 1997-98. In 2002-03 total 3293 thousand MT was used which is 0.59
percent higher compared to previous financial year 2001-02. For Urea alone it
increased 45 percent in 2002-03 compared to 1992-93. Use of phosphate
fertilisers increased 28 percent during the same period though usage of TSP
considerably went down between year 1994-95 and 1998-99 and almost at the
same time the usage of SSP remarkably went up. Due to increase of total
cultivable land the fertiliser usage rate was higher24.

The domestic production of fertiliser (mainly Urea and TSP) was 2263.52
thousand MT in 2002-03. In 2001-02 it was 1753.5 thousand MT. The domestic
production from 1995-96 to 2002-03 didn’t increase that much to meet the
domestic requirement. The gap between the domestic production and usage was
at par in 1997-9825. It is quite certain to assume that the gap was filled by the
imports of fertiliser or by other sources. The import expenditure for fertiliser was
131 million USD in 1992-93 and in 2003-04 (till March) it amounted 135 USD.
It seems that the import price of fertilisers was lower than the domestic price. The
increased usage of Urea and SSP, and decreased usage of TSP may be attributed
to the increase of domestic price for TSP. It indicates one important aspect: due
to increase in domestic price for TSP, the demand pressure was on Urea and SSP;
and it created forced demand for import of Urea and SSP at the price lower than
the domestic TSP price. Another reason was the high TSP/paddy price ratio due
to elimination of explicit subsidy on fertiliser and low paddy price during
1990°’s26.

Irrigation is a critical input for food grain production. Among available means
for irrigation, the power pump, shallow and deep tube-wells are most widely used

23 See figure 6 in the annex

24 Ministy of Commece

25 See figur 7 in the annex

26 Dev Uttam, Bangladesh Food Situation in FY2002, IRBD2002, Centre for Policy Dialogue, p67
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tools?7. In 2000-01 tube well covered 71 percent of total irrigated land of which
shallow alone covered 55 percent. Approximately 17 percent of the total irrigated
land covered by the power pumps. Area irrigated for Boro rice production in
2000-01 was 72 percent of total irrigated land. The uses of diesel operated engines
are highly pronounced. Therefore, the price of diesel is an important factor for
total irrigation cost and Boro rice production.

In 2003-04, the total irrigated area by various means was 4.82 (projected) million
hector. In comparison with 1999-00, the total irrigated area showed a significant
increase in 2001-02 (from 4.51 to 4.80 million hector). Though total irrigated land
increased, it covered only half of the net cultivable land.

In the case of price of diesel, the government have increased the price of diesel by
1.5 taka per litre in 2001-02 and as a result per hector irrigation cost of diesel
operated engine increased by more than taka 200028,

Agricultural credit is critical due to the fact that most farmers still operate at
subsistence level. The disbursement of agricultural credit in 2003-04 (till March
2004) was 2449.44 crore taka. In 2002-03, it was 3278.37 crore Taka. This was
10.94 percent higher than in 2001-02. The interest rate of government bank
(Sonali Bank) on agricultural loan was reduced from 12.5 percent in 2001 to 5-9
percent in 2004. Other government banks and specialized banks also reduced their
interest rates.

According to the National Seed Policy, BADC is the only organisation which is
supposed to provide seeds of different crops to the farmers. However, seeds
distribution by government has been much less pronounced as compared to the
demand. Data is available only up to year 1996-97. Seed distribution through
BADOC is less than 10 percent of total demand.

4. Livelihoods Concerns of Small and Marginal Farmers and
Landless Agricultural Workers

As mentioned earlier, 62.30 percent of total labour force in Bangladesh is
employed in the agriculture sector. The dominant factor for agricultural sector is
the land. Land ownership, availability and utilisation are the key concerns for our
farmers. Not only that our climate, environment and existing policies and
practices all play pivotal role in the life and livelihoods of the vast population

27 BBS, Yearbook of Agricultual Statisis of Bangladesh 2001, June 2004
28 Dev Uttam, Bangladesh Food Situation in FY2002, IRBD2002, Centre for Policy Dialogue, P68
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engaged in this sector. According to Agricultural Census report, our farmers can
be divided broadly into three types: small and marginal holdings (0.5 to 2.49
acre), medium holdings (2.5 to 7.49 acres), and large holding (7.5 + acres). The
total number of farms increased between 1983-84 and 1996; but the area of the
farm has actually been decreased indicating that the average size of the farms
went down from 2.26 to 1.69 acre (Bangladesh Censur of Agricalture, 1996). The
distribution of farms shows that over this period the small and marginal holdings
increased whereas the number of medium and large farms Bangladesh decreased
(Bangladesh Census of Agriculture 1996). It is mainly due to increase in
population that the numbers of small and marginal farm increased; but there is
also strong indication that some of the medium farmers moved to small and
marginal holding groups, and some moved from large to medium groups. It is to
be noted that the number of landless peasants has also shown an increasing trend.

Overall, the agriculture is at the subsistence level. The poverty intensity is the highest
for agriculture sector, both in terms of lower and higher poverty lines. And the
increase of marginal and small farm holdings with less-than-before area of holdings
implies that this sector is entering more into the subsistence level. The propensity of
poverty is lower for large farm holdings and the situation worsens with less land
holdings; and poverty is the highest for the landless. Over 24.5 million people live
under hard core poverty line (1805 Kcal). Consumption of low level nutrition causes
malnutrition in the low level group. All these indicate that the situation of landless
agricultural workers, and small and marginal farmers are deteriorating. In order to
cope up with the small holdings coupled with the high intensity of poverty, they are
forced to end up with search for alternative employment in the rural areas first, and
after long term unemployment, are forced to outmigrate from rural to urban areas.
This is basically a process of shifting rural life into urban space?

The income distribution in rural areas shows that the gap between lowest 5
percent and highest 5 percent increased in 2000 compared to 1995-96. The Gini
coefficient increased from 0.384 to 0.430. However, in 2000 the average monthly
per-capita income is higher than the monthly per-capita expenditure in rural
areas30. The consumer price index (base year 1985-86=100) in 2002-03 for the
rural areas is 258.71 for general products and for food products 254.97, which are
5.26 and 5.03 percent higher respectively compared to 2001-02. The real wage in

29 Abul Barkat and S Akhter 2001, ‘A Mushrooming Population: The Threat of Slumization
Instead of Urbanization in Bangladesh’, in Harvard Asia Pacific Review, Volume 5, Issue 1,
Winter 2001.

30 Source: Bangladesh Economic Survey 2004, p 158-159
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the agriculture sector has not increased that much compared to nominal wage rate.
Considering the base year 1969-70, in 2002-03 the real wage rate was 118 and the
nominal wage rate was 2443. In 2002-03 the retail price index for agricultural
products and inputs are respectively 1922 and 1966 respectively. In comparison
with the year 2001-2002 these indexes have gone up 6.19 and 1.78 percent,
respectively3!.

According to the standard set by the government, crossing poverty level requires
2240Kcal of nutrition and 476 gms of food32. According to HIES 2000, in 2000
national average of food grain intake was 476 gms which is equivalent to
1666Kcal and the share of calorie out of food grain is declining over the years. It
means, quantity is increasing but quality is deteriorating. All these information
indicate that the living standard of small, marginal and landless farmers is
deteriorating with a lower real wage, low level of land holding, higher input cost
and increased prices index for food.

All these provide ample indications about the consequences of policy practice
around the agricultural sector. This outcome has close relations with the emerging
role of MNCs and TNCs. The role of TNCs and MNCs started with the “Green
revolution”. It is no of great use of “Green revolution” but it is of high utility to
debate about the whole issue of “Green Revolution”. The real cost of Green
Revolution with all its externalities should not be borne by the small and marginal
farmers. The reality is that these poor farmers are forced to bear the burden. The
marginalisation of farmers has become more prominent due to liberalization and
commercialisation of agriculture. The dependency of the farmers on the TNCs and
MNCs who are the major suppliers of inputs has been on the rise. Evidence
suggests that the marketing of hybrid seed by the TNCs and MNCs causes loss to
the farmers; the cost of using the hybrid seeds is not only high but also destroys
the traditional varities and processes. The usage of agricultural input is also higher
for these hybrid seeds. This increases the cost of production. It, not only,
eventually threatens the preservation and using the indigenous seeds, but is also
detrimental to communal lands, and creates loss of biodiversity and soil
exhaustion. The threat will be obvious if the intellectual property rights come into
action. This commercialisation has many other detrimental dimensions, it opens
up the opportunity to utilise the limited resources into profit oriented mechanisms.
As a result, we see resources with our farmers are being forced to be used for

31 Source: Bangladesh Economic Survey 2004, p 208-210
32 Bangladesh Food Situation Report-August 2002
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production for these TNCs and MNCs. With the increased cost of production and
limited or no land holding the farmers are forced to search for alternative
occupation/profession.

5. Some Concluding Remarks

The agriculture sector is vital for Bangladesh economy and it will remain so in the
near future. There are a number of emerging issues closely associated with
globalization and commercialization that need in-depth assessment to ensure
sustainability of this sector. The domestic policies are not conducive enough to
ensure pro-poor development of the sector. On the to that, WTO policies are just
neck behind. The production system of agriculture is exposed to global forces. A
lot of modern inputs, mainly seeds, chemical, and irrigation system are now being
used; but they are processed through wholesale privatisation. As a result, the costs
of inputs are increasing. With the low average farm size, the marginal and small
farmers need government support to offset this cost. For instance, whereas
irrigation cost is 28 percent of total cost of production; in Punjab, India it is 13
percent, 8 percent in Thailand and 6 percent in Vietnam33. The reason for lower
irrigation cost in those countries is mainly for the subsidised irrigation support
system — either in the electricity or in the construction or through other means. As
diesel is the main source of energy for our irrigation, GOB should provide support
to the farmers in diesel price, in addition to other means. We have observed high
growth of production of food grains but a sharp declining trend of Aus rice
production tends to show dependency on the other two types of rice. The cost of
Boro production is higher than the Aman’s, whereas its production growth rate is
higher than Aman’s. In 2001-02 the average domestic price of rice came down
due to harvest of boro crop34. The price is the most important factor for
maintaining food security. It is imperative to keep the stability of domestic price.
Low price brings welfare for low income consumers but it shouldn’t be at the cost
of producers and vice versa. So, a determination of proper balance between
demand and supply in the domestic economy and absorption capacity of
international price fluctuation is important.

Diversification of agricultural products, particularly the crop products, is critical.
It is important not only for domestic market but also for external market. At

33 Hossain Mahboob, Deb Uttam Kumar, Trade Liberalization and the Crop Sector in
Bangladesh, CPD Occassional Paper Series Dhaka, July 2003 page 10

34 Bangladesh Food Situation Report, Ministry of Food-August 2002
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present only a few crops registered growth while the actual production of others
declined35. Lack of necessary research and out dated technologies is another
issue. Only two-tenths of a percent of agricultural income is spent on research3s.

The nutrition intake and real wages declined for the small and marginal farmers
and agricultural workers. Over the last decade the income incidence of poverty
declined by about 9 percent and real per capita increased by 2.5 percent per year
and this is noticeable for rural areas3’. Rising income inequality poses a real
question to food security.

The withdrawal of subsidies and support to the agricultural sector by GOB could
be detrimental to our farmers. The experience with WTO shows that developed
countries are continuously protecting their sectors with various forms of support
and put pressures to opening up developing countries’ market for them. GOB has
taken some steps within the framework of structural adjustment, which causes
rapid increase in food grain import. To some extent it is opened for India for
export dumping. GOB must take steps to protect the farmers with tariffs within
the bound rate and regulatory duty38. GOB also may consider other means like
anti-dumping duty. There are other clauses like “Special and Differential
Treatment”. As an LDC, GOB is free from any reduction commitments; in
addition to that some investment measures for strengthening the food security and
improving the condition of poor farmers are exempted from liberalisation. GOB
should take appropriate measures to increase the investment in agriculture sector
and examine other clauses that would be beneficial to our agriculture.

Bangladesh is disaster prone. Throughout the year there is a cycle of disaster
happening at different parts of the country. In disaster period, the food grain is the
most vulnerable sector:production of crops goes down, process goes up and
creates the highest level of price fluctuation. The demand for food crop increases
double and triple folds as some farmers (who generally produces for themselves)
enter into the domain of demand group. In order to tackle that government needs
to take various steps like reducing import restriction in order to allow private
importers to import and at the same time perform its regulatory role to ensure
price stabilization within the reach of the poor and distressed vulnerable people.

35 Ahmed Imam, Bangladesh Agriculture at the Crossroads: Current Challenges, CPD, p 3
36 Ahmed Imam, Bangladesh Agriculture at the Crossroads: Current Challenges, CPD, p 6
37 Bangladesh Food Situation Report, Ministry of Food-August 2002

38 “Next Step in Rice” Bangladesh Rice Foundation, 29 Jan 2003 p 83
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Figure 1: Area used and actual production for Aus (‘000 acre, '000 MT)
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Figure 2: Area used and actual production for Aman ('000 acre, '000 MT)
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Figure 3: Area used and actual production for Boro (‘000 acre, '000 MT)
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Figure 4: Area used and actual production for wheat (‘000 acre, '000 MT)
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Figure 5: Per MT import expenditure (‘000 acre, ‘000 MT)
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Figure 7:

Production and usage of fertiliser
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Figure 8:

Farm size distribution among the size of holdings
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Figure 9:
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Impact of Trade Liberalization on Agriculture:
Evidence of Bangladesh

Jahangir Alam*

Abstract

Bangladesh has liberalized its economy through reduction of tariff rates and
withdrawal of agricultural subsidies although the country, as a least
developed one, was exempted from reduction commitments. The un-
weighted average tariff rate for all agricultural products declined to 15 per
cent in 2002-03 from 55 per cent in 1991-92. Subsidies on irrigation and
fertilizer declined from 2.53 per cent of the value of unassisted output in
1988-89 to 0.45 per cent in 2002-2003. Moreover, there is a very low rate of
subsidies on agricultural exports. However, the impact of trade
liberalization policies was not favourable on the agricultural economy of
Bangladesh. Total agricultural export increased by about 2 per cent and
agricultural import increased by 9 per cent per year over the 1990s. Import
of maize and pulses increased significantly over that period. Besides
commercial import of food grains increased and the magnitude of food aid
dropped over the same period. Infact, Bangladesh had to face more loss than
it enjoyed gains from eventualities of recent trade liberalization. In view of
the above circumstances, more investment on yield increasing technology
generation and adoption is necessary to meet the current deficit in food
items and accelerate the speed of diversity in agriculture.

Introduction

The long-term objective of the Uruguay Round Agreement on Agriculture is to
establish a fair and market-oriented agricultural trading system and initiate a
reform process through the negotiation of commitments on support and
protection. It was thought that a substantial progressive reduction in agricultural
support and protection will be made over an agreed period of time that will result
in correction and prevention of restrictions and distortion in world agricultural
markets. The main objective of this paper is to make an assessment of
Bangladesh’s progress in the process of trade liberalization and analyze its impact

on agricultural trade and production in the country.

Member-Director, Agricultural Economics and Rural Sociology Division, Bangladesh

Agricultural Research Council, Farmgate, Dhaka
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Methodology

This study is based on secondary data collected from published and unpublished
sources of various national and international agencies. The main sources of data
are various publications of the Government of Bangladesh (GOB), Bangladesh
Bureau of Statistics (BBS), Bangladesh Bank, World Bank, and Food and
Agriculture Organization of the United Nations (FAO). Some of the specific
documents consulted are Bangladesh Economic Review (various issues),
Handbook of Agricultural Statistics, Economic Trends, Statistical Yearbook of
Bangladesh, National Accounts Statistics of Bangladesh and the Legal Text of the
Uruguay Round of Multilateral Trade Negotiations. In addition, various
unpublished documents of the Export Promotion Bureau, National Board of
Revenue, Ministry of Food, Ministry of Finance, and Ministry of Commerce were
intensively used for obtaining data for this study.

Bangladesh liberalized her economy very quickly during the early 1990s and
continued her reform agenda in later years. For purpose of the study, data on tariff
rates for different commodities and subsidies on agriculture have been assembled
for the last decade of the 20th century and after (reform period) for establishing
trend of those variables over the years. The intention to see what happened to
Bangladesh economy after the country was showing adherence to WTO rules on
liberalization of trade in agriculture. For that purpose the trends of agricultural
exports, imports, food aid and foreign assistance have been examined by tabular
and graphical forms. The impact of trade liberalization and reform on the
country’s macro-economic performance has also analysed Finally, the magnitude
of current food deficit has been determined by comparing recent dietary pattern
with that of an expected pattern to reflect on policy issues for development of the
country’s agricultural sector.

Results and Discussion
Commitments on agriculture

The agenda for liberalization of agriculture consist of three components: market
access, domestic support and export competition (WTO, 1995). The provisions
under market access called for reduction of tariff and non-tariff barriers. Under
domestic support, countries were required to reduce trade distorting domestic
supports. Under the provision of export competition, countries committed to
reduce the value of export subsidies. Being a least developed country (LDC),
Bangladesh was exempted from those reduction commitments.
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Market access

The URAOA under its provisions of of on market access called for conversion of
all non-tariff trade barriers into tariff equivalents, reduction of bound tariffs over
time, and setting of low import tariffs for a fixed quota of import. Under
tariffication, member countries were required to convert non-tariff barriers during
the base period (1986-88) into tariff equivalents and to establish a base rate of
duty for individual commodities covered by the URAo0A. The average reduction
of tariffs after tariffication of non-tariff barriers was set at 24 per cent for
developing countries and 36 per cent for industrialized countries. Industrialized
countries had a time frame of six years within which to reduce their tariff levels
while developing countries had 10 years. Minimum access had to be established
at not less than 3-5 per cent of domestic consumption during the base period
(1986-88). As an LDC, Bangladesh was not required to undertake any such
commitment but she had to bind tariffs on all agricultural products.

Market access reform in Bangladesh began in the early 1980s with a reduction in
import duties and was followed by a reduction in quotas in 1985 and a
simplification of tariffs in 1986. The most intense trade reforms occurred in the
1990s with a movement toward lower tariff rates (Table 1).

Table 1: Un-weighted average tariff rates for different
commodity groups in Bangladesh.

Commodity group FY92 FY93 FY9% FY95 FY9% FY97 FY98 FY99
Primary commodity 55.2 47.7 349 316 246 223 219 214
Intermediate inputs 49.5 416 31.8 232 202 19.6 192 189

Capital goods 45.0 38.7 262 139 123 125 121 123
Final consumer goods 80.3 63.6 499 386 337 323 306 29.0
All commodities 57.3 474 361 259 223 215 207 203
Commodity group FY00 FYO1 FY02 FYO03
Primary commodity 17.1 17.7 15.6 14.9
Intermediate inputs 15.6 15.7 20.1 21.0
Capital goods 16.1 11.3 7.0 8.0

Final consumer goods 31.0 29.6 26.0 22.6

All' commodities 19.5 18.6 17.1 16.4
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In 2002-2003, the un-weighted average tariffs for all agricultural products
declined to 15 per cent from 55 per cent in 1991-92. In a similar way, the import-
weighted average tariff fell to 12 per cent from 23 per cent in the same period. The
magnitude of decline in tariff rates for all other commodities showed almost the
same trend (Table 2).

Table 2: Import weighted average tariff rates for
different commodity groups in Bangladesh

Commodity group FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99
Primary commodity 234 232 272 173 132 163 136 95
Intermediate inputs 241 237 229 263 227 222 213 213
Capital goods 187 185 162 125 9.5 104 82 8.1
Final consumer goods 473 365 36.7 265 241 231 20.1 17.6
All commodities 241 236 241 208 17.0 18.0 16.0 14.1
Commodity group FY00 FYOl FY02 FYO03
Primary commodity 13.6 14.9 9.4 12.0
Intermediate inputs 15.1 15.0 16.2 15.8
Capital goods 9.9 10.4 33 7.7
Final consumer goods 16.5 20.3 14.0 11.9

All commodities 13.8 15.1 9.7 12.4

Domestic support

The reduction of tariff rates for most of the crops including food grains and pulses
was quite significant (Table A-1). Under the minimum access level provision, the
current access opportunity is more than the threshold for all commodities, except
for potatoes and sugar.

The Uruguay Round Agreement on Agriculture (URA0A) under its domestic
support policies did not include expenditure on research, extension, disease
control, food security, and rural development etc. (green box measures) in
reduction commitments. Nevertheless, subsidies on inputs and price support for
outputs were categorized under trade distorting policies and were required to be
kept within the limit of 5% of the value of output for the developed countries, and
10% for the developing countries. The total aggregate measure of support (AMS)
was to be reduced by 20% for developed countries and 13.3% for developing
countries (with no reduction for LDCs) over the implementation period.
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Bangladesh provides support to agricultural research, extension, training,
marketing and infrastructure that are nondistortionary in character. These supports
fall under the green box area and are excluded from AMS reduction commitments.
During the 1970s and early 1980s agricultural inputs were heavily subsidized and
price support for agricultural output were also significant. These subsidies and
supports were gradually reduced and became quite insignificant during the 1990s.
Table 3 shows that Bangladesh did not provide any price support to any of the
agricultural commodities after the 1995-96 financial year. Subsidies on fertilizer
and irrigation accounted for 2.53% of the value of unassisted output in 1988-89,
which declined gradually to less than one-tenth of one per cent in 1998-99. The
calculated producer subsidy equivalent (PSE) slightly increased over first three
years of the new millennium, but still it hovers around a half of only one per cent,
very insignificant in comparison with that of about 40% for European Union and
35% for OECD countries (Alam, 2004).

Table 3: Producer subsidy equivalent (PSE) in Bangladesh

Year Input subsidy Price support Total subsidy
(% of unassisted (% of unassisted (PSE)
output) output)
1988-89 2.53 0.20 2.73
1995-96 0.83 0.01 0.84
1996-97 0.62 0 0.62
1997-98 0.43 0 0.43
1998-99 0.08 0 0.08
1999-2000 0.21 0 0.21
2000-2001 0.24 0 0.24
2001-2002 0.48 0 0.48
2002-2003 0.45 0. 0.45

Export subsidies

Under the commitment on export subsidies members were required to reduce the
value of mainly direct export subsidies to a level 36 per cent below the 1986-90
base period level over the six-year implementation period, and the quantity of
subsidized exports by 21 per cent over the same period. In the case of developing
countries, the reductions were two-thirds of those of developed countries over a
ten-year period and subject to certain conditions, there were no commitments on
reduction of the costs of marketing of agricultural exports or internal transport and
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freight charges on export shipments. LDCs were not obliged to reduce export
subsidies but were required to freeze such subsidies at the 1986-90 period levels.

Bangladesh declared no export subsidies in her schedule of UR commitments.
However, there may be some elements of subsidies enjoyed by the country’s
export regime. They include a small amount of direct subsidy on export of
vegetables, export subsidies in the form of lower interest rates than market interest
rates, tariff concessions on import of capital machinery, and some sort of subsidy
on export credit guarantee schemes.

It appears from discussion on market access, domestic support and export
subsidies that Bangladesh liberalized her economy quite early even though there
were time and exemption provisions for the country in the WTO rules. This was
due to pressure from international donors for reform and the country’s inability to
mobilize resources to support her development programmes without taking
assistance from the donors. The country was not, however, benefited by such an
early liberalization.

Impact of Liberalization

It would be interesting to see what has happened to Bangladesh economy after
showing adherence to WTO rules on liberalization of trade in agriculture. First,
the agricultural export and import situations of Bangladesh over the last eleven
years (1991-92 to 2001-02) have been examined. It is observed that total
agricultural export increased by about 2 per cent and agricultural import increased
by 9 per cent per year over that period (Table A-2 and A-3). Figure 1 shows that
agricultural imports exceeded the export figure in 1995-96 and after that the
import curve continued to flow over the export curve for the rest of the years.

The total export earnings of the country increased by 11.9 per cent, while import
expenditure increased by 9.59 per cent over the last eleven years. It may be
mentioned that most export earnings in Bangladesh come through garment
industry, where the bulk of the export earnings go back out of the country to pay
for imported raw materials and machinery.

The average annual growth rate of export earnings was negative for jute, jute
products, tea and total crops. However, the annual growth rate of export for
greater agricultural sector was positive mainly due to high export earnings from
frozen food, and hides and skins. The growth rates of import for all agricultural
commodities were positive excepting wheat, and were very strong for pulses,
maize, edible oil and raw cotton. The situation is unlikely to be changed unless
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duty-free and quota-free access of Bangladeshi products are ensured to developed
countries.

The WTO member countries attending Ministerial meetings recognized the
special difficulties faced by LDCs and called for providing more technical
assistance to LDCs for trade development. They also appealed for enhancing the
magnitude of food aid and concessional loans to LDCs for their adjustment to a
new global situation. Bangladesh, as an LDC, was supposed to be a beneficiary
from this assistance. However, the country was not much benefited from such
benevolent aid and assistance commitments in recent years.

Fig. 1: Agricultural exports and imports
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Bangladeshi people depend more on cereals for consumption of food. The
production of cereals has increased in the country over time, but at the same time
imports of food-grains continued without any interval (Table A-4). This was not
attributed exclusively to trade liberalization, but was related to other domestic
factors like weather, natural calamities, management of the production system and
governance. What is important to note is that the composition of food-grain
imports has significantly changed after trade liberalization. The extent of food aid
declined and the magnitude of commercial imports increased during the post
liberalization period. Figure 2 shows that commercial imports crossed the line of
food aid in 1994-95, reached its peak in 1998-99, and remained above the line of
food aid till the last year of observation.

For further examination of the proposition, the growth and composition of foreign
assistance to Bangladesh was analyzed. Data presented in Table A-5 shows that
the annual growth rate of foreign assistance has declined over the last eleven
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years. The amount of foreign loans has slightly increased but the amount of
donations significantly dropped during the period of liberalization. The evidence
confirms the view that Bangladesh had to face more loss than it enjoyed gains
from eventualities of recent trade liberalization.

Fig. 2: Food grains imported through commercial imp
and aid.
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The impact of trade liberalization and reform was not very positive on macro-
economic performance. The growth rate of GDP stagnated at around 5 per cent
and the overall budget deficit did not show any sign of improvement. The amount
of foreign exchange reserve increased in absolute terms but declined in relative
terms (in months of imports). The rate of inflation has, however, declined over the
years (Table A-6). The growth rates of real prices of most of the agricultural
commodities have also declined.

Food self sufficiency and Diversification of Agriculture

Government of Bangladesh is committed to achieve self-sufficiency in food
production. To that effect the farmers, agricultural scientists and policy makers are
working hard for years together. Very recently, the country has produced a little
surplus of food grains (Figure 3), but there is still a huge deficit in production of
other crops. The deficit is much larger for pulses, edible oil, vegetables, fruits and
non-crop agricultural products (Table A-7), which has accentuated over time with
the increase in population. It is possible to have a significant increase in
production of these crops and non-crop sub-sectors provided new technologies are
generated and policies are framed conducive to technology adoption, which will
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promote diversification. This is consistent with the policy of Bangladesh
government (GOB, 2003a; 1999), which will require higher investment in
agriculture and more support and subsidies in the process of technology
generation and adoption.

Fig. 3: Food grain availability (000 MT) from domestic production, (excludes
11.58% of total production) deficit and surplus.
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Source: MOA (2003).

Conclusion

Results of the study show that Bangladesh has liberalized her economy very
quickly over 1990s through reduction of tariff rates and withdrawal of agricultural
subsidies. However, there was hardly any positive impact of the liberalization
efforts on the agricultural sector of Bangladesh. In fact, agricultural imports the
grew faster than agricultural exports and the country became more dependent on
commercial imports of food grains and other agricultural commodities. Thus it
appears that the country should now pursue a policy of protecting her agricultural
sector and increase support and subsidies on yield increasing technology
generation and adoption to meet the current food deficit and accelerate the speed
of agriculture diversification.
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Appendices

Table A-1:Un-weighted tariff rates and value-added tax on
major agricultural products in Bangladesh

Group CD+LF+IDS VAT SD Total CD+LF+IDS VAT SD Total
1991-92 1992-93

01 Rice 16.44 1481 0.00 31.25 8.98 12.38  0.00 21.36

02 Wheat 16.44 0.00 0.00 16.44 8.98 0.00 0.00 8.98

03 Maize

04 Sugar 81.44 1225  0.00 93.69 81.48 12.25 0.00 93.73

05 Oilseed 41.44 0.00 0.00 41.44 27.73 0.00 0.00 27.73

06 Edible oil: crude 58.94 8.88 0.00 67.82 50.23 6.72  0.00 56.95
07 Edible oil: refined ~ 93.44 1405 0.00 10749 8348 12.55 0.00 96.03

08 Onion 31.44 0.00 0.00 31.44 31.48 0.00 0.00 3148
09 Chilies (dry) 1.44 5.08 0.00 6.52 12.73 863 0.00 2136
10 Potato 101.44 0.00 0.00 101.44 76.48 0.00 0.00 76.48
11 Milk 44.77 8.08 0.00 52.86 4541 4.86 0.00 50.27
12 Pulses 21.44 0.00 000 21.44 16.48 0.00 0.00 16.48
Group CD+LF+IDS VAT SD Total CD+LF+IDS VAT  SD Total
1995-96 1996-97

01 Rice 1.22 0.04 0.00 1.26 1.28 0.00 0.00 1.28
02 Wheat 8.72 0.67 0.00 9.39 8.78 0.68 0.00 9.46
03 Maize

04 Sugar 31.22 4.71 0.00 3593 31.28 474  0.00 36.02
05 Oilseed 18.10 1.37 0.00 19.47 16.13 1.39  0.00 17.52

06 Edible oil: crude 31.22 546 0.00 36.68 31.28 406 0.00 3534
07 Edible oil: refined ~ 38.72 5.84  0.00 4456 38.78 499 0.00 43.77

08 Onion 31.22 2.36 0.00 33.58 31.28 237 0.00 33.65
09 Chilies (dry) 23.72 0.00 0.00 23.72 23.78 0.00 0.00 23.78
10 Potato 46.22 3.48 0.00 49.70 46.28 350 0.00 49.78
11 Milk 46.22 5.73 0.00 5195 46.28 10.10 0.00 56.38
12 Pulses 12.47 0.95 0.00 13.42 12.53 096 0.00 13.49
Group CD+LF+IDS VAT SD Total CD+IF+IDS VAT  SD  Total
1998-99 1999-2000

01 Rice 1.08 0.00 0.00 1.08 1.00 0.00 0.00 1.00
02 Wheat 7.08 0.57 0.00 7.65 5.50 0.50 0.00 6.00
03 Maize

04 Sugar 33.58 4.74 0.00 38.32 28.50 399 0.00 3249
05 Oilseed 14.71 1.18 0.00 15.88 12.58 1.01  0.00 13.59

06 Edible oil: crude 21.08 246 000 2354 18.50 249  0.00 20.99
07 Edible oil: refined ~ 36.91 446 000 4137 33.86 4.16  0.00 38.02

08 Onion 33.58 237  0.00 3595 28.50 2.00 0.00 30.50
09 Chilies (dry) 2233 0.00 0.00 2233 2225 0.00 0.00 22.25
10 Potato 43.58 3.12 0.00 46.70 41.00 293  0.00 43.93
11 Milk 43.58 948  0.00 53.06 41.00 9.50 2.70 53.21

12 Pulses 6.08 0.54 0.00  6.62 4.75 041 0.00 5.16
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Group CD+LF+IDS VAT SD Total CD+LF+IDS VAT SD Total
2002-2003 2003-2004
01 Rice 7.5 0 0 7.5 7.5 0 0 7.5
02 Wheat 13.5 0 0 13.5 7.5 0 0 7.5
03 Maize 6.5 0 0 6.5 7.5 0 0 7.5
04 Sugar 50.5 0 23.5 74.0 48.0 40 300 820
05 Oilseed 6.5 0 0 6.5 7.0 0 0 7.0
06 Edible oil: crude 22.5 0 0 22.5 22.5 0 0 225
07 Edible oil: refined 22.5 0 0 22.5 22.5 0 0 225
08 Onion 29.0 0 0 29.0 29.5 0 0 295
09 Chilies (dry) 22.5 0 0 22.5 22.5 0 0 225
10 Potato 39.0 0 0 39.0 37.0 0 0 370
11 Milk 39 15.0 15.0 74.0 37.0 150 250 77.0
12 Pulses 7.5 0 0 7.5 7.5 0 0 7.5

Note: CD = Customs duties; LF = License fees; IDS = Infrastructure development
SD = Supplementary duty; VAT = Value-added tax.
Source: National Board of Revenue.

Table A-2: Export of agricultural commodities from Bangladesh (Million US$).

Year Raw  Tea Frozen Agril. Jute  Hides Crops Agri- (Total) Agril.
Jute food pro- pro- &  (Total) culture export asa %
ducts ducts  skins (Total) total

1991-92 85 32 131 10 301 144 428 703 1994 35.26
1992-93 74 41 165 15 292 148 422 735 2383 30.84
1993-94 57 38 211 15 284 168 394 773 2534 30.51
1994-95 79 33 306 13 319 202 444 952 3473 2741
1995-96 91 33 314 22 329 212 475 1001 3884  25.77
1996-97 116 38 321 29 318 195 501 1017 4427 2297
1997-98 108 47 294 39 281 190 475 959 5172 18.54
1998-99 72 39 274 22 304 168 437 879 5324 16.51
1999-00 72 18 344 18 266 195 374 913 5752 15.87
2000-01 67 22 363 18 230 254 337 954 6467 1475
2001-02 61 17 276 23 244 207 345 828 5986  13.83
Annual  -1.25 -655 733 642 -223 359 -197 196 119 -
growth rate

(7o)

Source: Export Promotion Bureau.
Note: Growth rates have been calculated by fitting semi-logarithmic trend lines.
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Table A-3: Import of agricultural commodities to Bangladesh (Million US$).

Year Rice Wheat Oil Raw Edible Maize Pulses Agri- Total  Agril
seeds cotton  oil culture import asa %
(Total) of total

1991-92 4 251 30 95 185  0.000 14.666 579.67 3516  16.49
1992-93 0 176 35 91 113 0.002 14.154 429.16 4071 10.54
1993-94 23 145 65 71 140  0.013 28450 47246 4191  11.27
199495 220 256 80 135 220  0.448 9.279 920.73 5834  15.78
1995-96 358 228 89 185 179 1959 23.604 1064.56 6947 1532
1996-97 28 156 62 195 216 2436 52365 711.80 7152 9.95
1997-98 247 122 93 207 216 1452 43.608 930.06 7520 @ 12.37
1998-99 680 317 100 233 287  5.077 70.870 1692.95 8006  21.15
1999-00 115 266 90 277 256  18.923 112.999 1135.92 8374  13.56
2000-01 172 177 64 360 218 26.575 85.749 1103.32 9335  11.82
2001-02 15 171 72 312 251 32.574 92.800 946.46 8540  11.08
Annual  30.83 -025 751 1521 6.08 7545 2296 9.04 959 -
growth rate (%)

Note: Growth rates have been calculated by fitting semi-logarithmic trend lines.

Table A-4: Domestic production of cereals and import of food grains (000 metric tons).

Year Production of cereals  Food aid imports Commercial Total imports
1981-82 14646 1141 114 1255
1982-83 15276 976 868 1844
1983-84 15740 1441 615 2056
1984-85 16182 1306 1287 2593
1985-86 16177 1087 113 1200
1986-87 16592 1425 342 1767
1987-88 16547 1787 1130 2917
1988-89 16650 1356 780 2136
1989-90 18679 949 584 1533
Growth rate 2.26 1.28 10.18 2.6
(81-90) % (2.70) (-2.05) (18.15) (2.22)
1990-91 18869 1540 37 1577
1991-92 19400 1414 150 1564
1992-93 19598 735 448 1183
1993-94 19230 654 312 966
1994-95 18174 935 1633 2568
1995-96 19155 738 1689 2427
1996-97 20439 618 349 967
1997-98 20793 549 1402 1951
1998-99 21946 1235 4256 5491
1999-00 25087 870 1234 2104
2000-01 26968 491 1063 1554
2001-02 26138 509 1289 1799
Growth rate 3.29 -6.68 26.15 4.32
(90-02) % (2.72) (-9.22) (29.59) (1.10)
Growth rate 2.63 -4.3 7.83 0.78
(81-02) % (2.76) (-3.84) (11.55) (1.71)

Note: (a) Growth rates have been calculated by fitting semi-logarithmic trend lines.
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(b) Compound growth rates are given within brackets. This growth rate is
calculated depending on the value of a variable at the beginning of a period
(first year) and the value of that variable at the end of a period (last year), which
may be suddenly higher or lower. To avoid such a problem and to take into
account the annual fluctuations of continuous values between the first and the
last year, a growth rate of the semi-logarithmic from is usually preferred.
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Table A-5: Foreign assistance to Bangladesh (Million US$).

Year Donation Loan Total
1971-72 245 26 271
1972-73 486 65 551
1993-74 218 243 461
1974-75 375 526 901
1975-76 234 567 801
1976-77 256 279 535
1977-78 393 441 834
1978-79 502 528 1030
1979-80 650 573 1223
Growth rate (71-80) % 7.99 32.02 14.28
1980-81 593 553 1146
1981-82 654 588 1240
1982-83 587 590 1177
1983-84 733 535 1268
1984-85 703 566 1269
1985-86 546 760 1306
1986-87 661 934 1595
1987-88 823 817 1640
1988-89 673 995 1668
1989-90 766 1044 1810
Growth rate (80-90) % 2.2 7.89 5.19
1990-91 831 901 1732
1991-92 817 794 1611
1992-93 818 857 1675
1993-94 710 849 1559
1994-95 890 849 1739
1995-96 677 766 1443
1996-97 736 745 1481
1997-98 503 748 1251
1998-99 669 867 1536
1999-00 726 862 1588
2000-01 504 865 1369
2001-02 479 963 1442
Growth rate (90-02) % -4.6 0.43 -1.71
Growth rate (71-02) % 2.71 5.9 3.76

Note: Growth rates have been calculated by fitting semi-logarithmic trend lines.
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Table A-6: Macro-economic indicators of Bangladesh.

Indicators 1991-92 1995-96 1999-2000  2001-02
GDP at current market price (Taka in billion) 1195.4 1663.2 2370.9 2732.0
GDP growth rate at constant (1995-96) prices 5.0 4.6 5.9 44
Population (Million) 113.0 120.8 128.1 131.6
Per capita GDP at current prices (Taka) 10579.0 13768.5 18507.9 20760.0
Average exchange rate with US Dollar 38.1453 40.8365 50.3112 57.4347
As percentage of GDP

Consumption 86.1 85.3 82.1 81.8
National savings 19.3 20.0 23.1 23.4
Total investment 17.3 20.0 23.0 23.1
Overall budget deficit -4.7 -4.7 -6.1 -4.7
Import 11.3 16.9 17.8 18.0
Export 6.3 9.5 12.2 12.6
Rate of inflation (%) 4.6 6.7 3.4 24
Foreign exchange reserve (Million US$) 1608 2039 1602 1583
Foreign exchange reserve (Months of imports) 5.5 3.5 2.3 2.2

Source: GOB (2003), Bangladesh Bank (2003).

Table A-7: Current dietary pattern in Bangladesh compared with an expected pattern

Food items Adequate  Target Current Minimum Energy Food
intake !  intake? intake3 required gap
(grams)  (grams) (grams) intake Kcal (%) %
(grams)
Cereals 490 372 475.8 450 15552 702 -5.7
Tubers 100 130 70.9 70 61.7 28 -13
Vegetables 125 132 140.5 150 65.8 3.0 6.3
Pulses 30 66 15.8 30 105.0 48 473
Edible oil 20 38 12.8 20 180.0 8.2 36.0
Fruits 50 57 28.4 50 50.0 23 432
Sweeteners 10 28 6.85 10 40.0 1.8 315
Fish 45 50 38.5 60 60.0 2.7 358
Meat 20 22 13.3 30 33.0 1.5 557
Eggs 14 7 5.3 10 16.7 0.7 47.0
Milk 30 47 29.7 50 32.6 1.5 40.6
Total 934 949 837.8 930 2200 100 9.9

I Bangladesh National Nutrition Council, Dhaka.

Ministry of Food, Dhaka.
3 Household Expenditure Survey 2000 (BBS, 2003).



IS T FT9 JIZAAT PR 470
PAFBICO AT P TIPS SfAeT

A TF- Tl GBI+

i

S ARCAR Sl A @50 FR @4 ol 13,89,¢90 37 RN [f#E orafs
50¢.% e T 1ReT (008 AF “4®) e i 3 wFrow Jew Tres @™ |
(TR SfrS ST B9 1T T @l bo Bl @1 0T I A4 GEAIFR | o
G A Tofa e SR AR F0e 7@ | (W6 Hfe xrowl bR 0o O FIE
i P FlEce fNeafee | qemmes (I SRy S e #fiw 2,05,¢9,¢98
G | 5% ARRE @FF AT (712, 53.9% AT vy AT AR, F€ vracay i
2 1205 % ARRIEI AT 8 0.¢o G T G T AR | 59.9% AT I8!
8 0.€ 9T TS .00 G AL G &N Wi | PR ~Ifwa 71t ey e
([T BETR | TS ILafeF T 8 ANfEs fBfoAere! Aqiazg 2z | R @i
T wifwy SR e I0T I R G WeE @@ 7968 9 s [N gae
TN | B I -(T do5¢-355Y TS 009-3008 (AMRF) I Iz *S f&felH «z
wfEe F1een @ RN 29 @R 2@ |

JIETA 9Ffo Tr-T1 [edre = @A (@I5-IC 00f6 TW-Ta1 AR | T Wi 7,
ARl 5o, G IRF 2elR Togifvn FiRee I ifb (orT et ARy afs IgRa ey
e Fmioma 2@ niferte | F3me F498 WY i Qe IRTfEsE €@ IR o TR
TR | FE [T AR, *37, oATe-#ifl, A0, A-9, oI G (I weEd we
A T | FLE FLNE TR T GIOCFA B T | GUFCE S598 ACEH I AT
vierFd o @I AR 1BW | Ve Agfes it T WA wo Mo
ST SIS T FIGE T 7R T 7 | TSITS (AT TR T2 TR I I
CIITRET TR N G (AT AR Q7 41 AR | WSO T TRTS] TGS
fTfey avfeiga FRme! @z F@ IV @R GeR iAo JFle Tw
SRS Tl T T A | dodb @7 IVRE (Aea PR CTH0 WA Ffe
Hifee 77 |

* AR (LT, A FR 1S



80 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

IV ISR ISR @0 5 TN F6 @ Wi B9 TS @RI 00 @A A7 G2
Hroifks TaE A T | TS 2008 IANE TR [T TG (4 A W0 SARZ
1, TS TR HPeE e As ZRE |

2008 I MR TEI-5H2EPR AKX (SIreg Sfefe B @ Taw (AF (T
A HAIFTCS 8 IR S0 AiBos T WA FIIG 8uG (et woalt TotewT™ May
woofb TITHEAR T & be, 550 @FT (AT 1,03,3¢R GF9) Thia ey e w2
W | @ IV YW 8b.r8 FTF FIG I Fody AR 4R TAMA A FFhod
AT WG b, 29,938 (3 5 | *I1F A ©,29,9¢8 (3 5F A 9761 ©,59,389 (W3
B @32 215 ©,9b, 590> @ | BIFIF TLF Frod AT 7o 2,350 &I Sa 7% il |

wfefae IBAC ' Ta A0 (X WA AlfAce FB I FRG TG S
TP FIFAT FT IIT TRITC & P 47 F3I51 008

THAF CAFACIT AN/ A© BRI AT e~gRe SarT
R (W3 57) (7T BII3)
o> | @I SN A SYEE.0uE 853.9U8¢0
0 | W A YUb8.98¢ S9OY.bUS00
09 | JF) AN AT () OUBH.5bo L. HYYY o

) % e (W 8000.00 3200.00000
o8 | @T%"\:ﬁ RE>.000 0dd.08000
ot | AT A 008.9b¢ $5.89¢¢0
oY | FTA ©.%00 3.5 boo
0q | foaRMmIN 8.¢oo0 3.@%000
ob | APFREIR A Ob9.3¢0 SC.bd3¢0
ob | ¥ Mp.000 ¢Y.00000
So | ¥ Y000.00 v0.00000
5 | AT (PIFpF-doR A 8 99 @9.¥80 8Y.59¢00
S| s \9.000 d¢.00000
3O | @FNE @ AR CENNCEY S 509b-9.003b b
38 | Al 8 inife - YO ok e
3¢ | BT eoiv, Srere ¢ Afiaze Terifn - 359.¢59¢
o | sfqRze - 286¢.59938
vq | fea®q wpndfs < - 2.889b

(&) SLORY.00

1@ g P PR AqMe, FR AT, 2008 |



e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 81

ISR I (TFIRER T SISH S G2 TFal HAPf *MCFA Q7 IFER | 9
SATHFAGTER N @l PG, FIF0E N [l o7 e, Ao o1, 17 [ow,
fefsas FITTT T 17 TG MR 518 Feael, 99w Sz A1, waar 4wy ez,
oy Koo St |

e RS ¢ Tae (A T AP AT B I oA TH ¢ e FIFma
T SRR STAC*l) FIA 70T TP 2008 47 NGO TRFR FEF (@ TRAS! (3
(R ©OF AP WE &9 “F7re A = |

TG g ‘P SO (A AW 008 A IS FiA TN SO Foag
0 ¢ 2fes Fama [feq wF SRmE o TR e, 79, o5, AT 9w
oAt S 236 AW Hb,0%3.00 T BIFR Nqwid 1w Med ©f fKexwew 533
PR |

ISR FR AL FOH SR Floag (o, (o fofes o ag wfia wfwT,
333 HARRIEE AGl, T AR THN@ @R 9 @i SAfwm AfEE 11- e
(AT RCeT |

AR Squia RIOre FIT SOy fere aveae YT 479 FACR 8

(F) T ABRY W, IET FR FIF ¢ AR IR SFA IJFCE I97] A7
SIS AFTACS FIE FCF FoUZ FIFR A LTSI Al AT
SR (1 2R |

(X) Ao SR G TR WA 9 27 I P PO 04 Al 273 SHFrErae
33 78 Ao MR T @I FECR |

() e @ 9 A SwETTe IS BT ([@IEe T AR |

(F) ©IYel @ e Ao Aotad [ta (@SR 2T S TR0 O I8 Fe
1 AR |

(6) wooy I JROR XS e A4 Kogd 7™wvg a1 =7 @1 [ AT
THAAZAI! FILHCE 2R (R TR |

() vAITe @Y T I ACS [ (PR T 7 GF A0H Sniadl/ W01 I
(SRAFFTR (T P QR SATTE TS Al freqel e sifze T>e
1 AR |

(®) & ¢ ToeE FR Ad G o frfe wam e e A e,
T TR IJHACE AT ¢ AT SIHS 97 AR T ==
om0 *CACR |




82 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

TAMCT TATIANGCR W04y FR A G0 Tyon TG | ROra S 01 92 &=
@1 2IFfos QAo A FIFF T4 TR A AW O I RC® (T T 5
qF 91 | 04T ({06 AT OF T WK A MIGR | TSI Z00 Wi, Wi, AWy ARG QA
CoITR 2ACF o SIS g (AT AL M@ | IR A @O TSR AN AL *17 $=oA e
2Af G o TR T AT TV IR @M, A, AR, JoAEF @94, G6 ¢ A Fa
TGA! | SR 70 Tom = Tq AP O A AT =T |

FISWAE A TS (A T TG AT FH A w3rg [Cape1 =36 QAL
FIATOR (AT T2 AZATS e 720w d599 A YR 2P @F ~AfFdge azd
e | fofy Rera iy 4 ST (997,4,54,7%) 787 So0.00 @I B F wel 7w
e 1 TERG Wi FR A [Toae FEGE & 0 AT e LS ¥
¥ e [0 |@m (TR Y IE | R<S! AN weA gz [Radinge
WG WP TSIV AL FIA G ¢ AR T Ty IEhee
O = | I Fefes e qamge Teferes ARy e & Y'-co o =ee |

I fSIe FAMmPe STV AT

TR WICF W [@WPS AT T 47 ARS [wFo
B RSl ECRRSEIRE

S T T I 3859 ©9%

Q| e F T Al 88¢ 0%

© | CIEI I 559 ve%

8 | SECIENRE ado 4%

e | RLEIEIR a0 5¢%

o & IR [vF@e o1, []9epi<, &P, BIPT |

I RS A WP AT P A [oqe SR A | 9 ARSHN I
YRAIRIRFOR WMy IeFef FIFTT M FR A o749 S AR | T TF T

FIS FR AT R (S FAR |

Pfa Al emieT &y efsvifrera T R i, TR PR THaa WIRER
TR NierPEE e WIFR T (0] Simd A A S biferea TR |
e & o=@ [T ST =0 AT (T Fgd A [eaeaa srwywi@l, eoad smm
@3 JCAT o AR @2 =6 8

q effepimelm T AT FA, AR PR T IT @R RAAR FR A
2WItTR e Reaifire s g [edw ofist @ee s | serse a2 ofb efsps
T TSI ACHI qediel (st R e fesaem oo fer wiftrg fca 2ies |




s T 1 1A+ IO (TR P! oI iR S{oTed Fepbice et
T T PGP T (ST Y et ROATeH7 g1t [Roa, Wi 8 AT HeT S

83

(=I5 Br=)
dOBOR-39 5848.8> b85.v¢ .9 @LdR.b8
SODO-5 85489, ot 3%00.95 948.9 LIIR.00
2058-5¢ QVI.AR 2o¢.88 dO8.50 Qo8¢.R
2O&-dY B8 .R9 dSVOE.bd 980,00 qqYus.09
205 93-ob RERE.bO S d8.@9 2995.°» b&>¢.08
2O -5 vq0.0 OB C.\OY 09,V AOR.@D
d99®-000 VO9Y.00 R @d.WOR >0V, doL8Y .50
000-00) OQVE. O Vo H®. b9 SUARR-L 39394V
2005-00% VOV, L8 WOC8.5 V0.9 MOOEE.CY
00-09 OGYo.O V9. 99 NI@ICAVM 33DD9.9¢
3009-08% 80 b.58 885.88 VYD.09 SOOI
TS ¢ e TRASF TN FI-2008 |

Sodb T IS FIA I F ¥ T 5! TR 9 (T WIS R A Al

fead TR OIF T 5@ (ot &9 “9°(0 Sorgla el R |

T w2 AR (L1 TR ISR 7 (TR 0% ererai afeng »7ae!
qRCIA PN I 2 Aol fTeqe wigw QiR Ifwm R0 | I w0 (I Gy
Sodb AT FE AT AF0E AS! TR PN A SR A b8 Ol I FACR |

So5b AT AIIE! IRCAT QAT TR [ofG® et [Feqcelq Qoo foa

( I 51w )
Yol ool afpiea W dada e Sodb M IS W ofad 7
(B PR A D FR A Bl
freqel IESEC]
T R I v85.8% 3¢50.29 480.bd bA.Rd
(€5.bv) (€x.50) (€8.00)
AR FT T 1T 209,35 CNUEON 559.80 ee.vo
(5:.80) (50.@9) (¥.00)
SKiaRATE e 71 889, bbr 999,99 358.05 LY.
(Ra.0v) (:8.¢8) (R%.00)
JIETT A SFE @ 595.9% Ot 0% b0 SeU.85
(v.@9) (55.5%) (38)
JIETC* AR 1eF Sbo .5¢ %.0¢ O b
(0.50) (0.05)
S%04.-q SOUb.0¢

* T [SOCqT TR (G [FoqeaT WX Sfedi [Sfae ol 27 faon FT |



84 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

T& 0 AN 0 FC (@ ST FR WIS 4R (WG A oaees & ¢o% 44
A AR |

e PR I ISR AN ¢ TRASE ey YR TP

AT FR WF AN qE wfefoT T Faifere et feaifre Wil
2AfSDT | TS T A PR @ 9T Tere 3o &R | AW SR AR
FITMACE TRIG/ (ST 6 (A 5Ol M A QeI R (AF B &
S5eR A SVHEH AP TR I aae FEAm FAE (afeawhy) afed
FEN | QIR S5¢q T AFBE FR 1T (k) T ot G 1F & =7 A
SEY AR AT (AL TG P I | SdLd T @ GG AF FHLFNF GFAYS IE
AT FA Tz Wi (AfeRf) T St ey effovt Fa1 =7, [ AT T
TR T RS @ AW OF IR ARG IR 1 559 AR Hu2 fGrma Fa=
TSN JIFCH g To0 AFEIT FR TR J1eHCP AFAN* $fA Teae (i
e wfefEs 11 =2 | AW S50 e AF2ToR 299 S 0o G JFILHA AT F71
o I FR I ([ef€) | T TS0 MHR 0 e I 99 Sr*y @
FARMY | T TGO SR Awe ieF A sififace e 7iE ofr swer
I A B I 932 177 '8 AT G117 6w 4151 ¢ vz fieg fcaifers wife
0ot ATTR BT 2[R @ JICHA Y& Sowely | ARSI G ARl
3 o, W ¢ AIfEF BINA A ARGATOR TR IAPHI @eg WA T
SRS | TEFE 6 ST [RS FoF I I WAFS WA=t wigsa Ao
fAdiTTa o1 SfSl #ew I |

I ¥, WegE, SRR Wi eghes gt o1 SR AT Al wifbrace
[ | eMF TR ST L FZTS! | @ @ IR IF TFR ARTE TR,
ATSIE IR A GILFT ¢FG TR T A LT FIFFET SN FIH
[T ARG AW TR | ST FR FIE I @ ARG (AR © ©f
JUARASII AT o8 e |

WIe Sl A P TACE 0T OIFIR O FR (LT SAAACE (FI TLFAR A
FCA (AR SR 2ACE 7T | GF 2 NS AR FR A e I, Wy 78 (72
I I TR, 202 @R AR AR AT, TS To157 TR (FIe A 1S
TTFA | U (@A SIS 2aR FR I A |

JIEO PR TS 97 (AR e qm) vo e sifiem, o ferta e
FER, @56 T4 Tfore /el R, ¢sfF Sl FRrw SR, e, 4 e
BT A IJICFT (B 59olb =Ml AR | € Wy W6 =1 9@ (Pt s
fEmR) 85 *Mal (o *=E, WAl A W @R 8yt T S
SRES | AL A9 I {6 Ko, 86 T=ifTei «ae sF Gfe 3RGT6 7tats |



e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 85

q I WRFIACT IS T FIIH T AT (e R[etel qm) @1 TS
FAITS AR T WPR | ST FR I GARS AfRBI 577 oz w2y
ARAE- 1 - THFAH T T | TF &S ACEDAR AL IR FA [ I8N
SIS sEdE, wfedifae T @3 {ere 7 #Afwe I9@ e 200,00 @B, Soo.00
@I @3 b2.00 &G 5 |

o PR AT o R Forenr® 327 S/ il I, =Mem 93
FAFSI/FIA AP e 5@ “8”-(@ Torgiee Fa1 @ |
SO AT JUICGIT FIX AP N TR TRF FE J© P/ A7

Sopbr-bs N IRET TFCO (¥ OF FGRRL I 21T =7 | (TR &I 75 GaTFIR
T TS TR AL | WP FoqT T (0 PN A IR FIF | (71 @R o

GF TeF [T TG T/Srefere 8 *IF [erreznat efes e

@ SR Tw ol Retend@ emend s/ TG

[l A AR FAGIA AL FHFS/
! FHFS! G TG
Y ST @90 o bdo
o) | *Ti e i S035f5 Q90 bR SER
o3 | BaYIY el NIy Soof 834 LY Y090
09 | I RSt Soft s85% Yo 508% 593
08 | Tt el 85 S>oft 038 88y Q90
o¢ | I feiat \in 359 ©5q LY Soue
oY | e e qfs »85f% @ 3 5895
04 | TfMeF [t efo rafs We 88l Q89
ob | TANFHeZ ety afs 3836 Yoq T o
TG 3 @S 9010 888 UIBo  >04e8

o JRCFT A RN O FAF I PIRTACE Bl OV GO =BG (AT FCACR |

A2 TR Te AR @2 AT FFl 2o 93 TH Aed 391 @RS @
EWCE &R R (@I ¢TI SR W qed, 67 FR Ao saem e
ABIRCH TG =F G TRy RAEE 7/ 7o 797 IR IS T[OE
OfS AT B | I FIS FIHE A AG I ST I T SLANC &)y
e, A, [ o, GT6/ANR TF+i1fS 2gfs T s T feemr | f5g e et
IR A TR VIS (A FIFN WO QIR T TO AR Al AN 2= Fo7e1
TAW T W 932 G ATEBIE M (TS IR T SR (T | 97 T AW)




86 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

*PPTR e frey-erareria @eard Io B A | R iesa e 49 fromd
et e ffSy @ am/en SEoe «e e iefiTs 27 | ol @ A TZE2 TAefh
T4 AW @, IPCSF PR A owd sF@w oo PR wdHifere IR i
AT ¢ WHARRTe! fele TR | 4R FERPFOre THFE T AW ARG
e [ILF N TLAREAT Tt Feaaresr e q0ETe FR AILF TAT (A
@3 faraare Sw @@ = |

A Sodb-vo WY T20S IWITSR A Ko7 TG FILFA YRS *MCFITIR T

40 R 8

o A9 oz @ d¥¢o.00 @I BIF (ACF ATE d0q¢.o0 &I B 773
e w1 =7 |

o TR S LTI A9 ogd ffve w27 |

o I OREE IS R IS 92 @& A AN (T GIAE T FF S
TR @s, B, Jqmag, iizE, Tt deofen T e ol
(I FA A |
Sf4E ZICa T Aol QROIE A FHPHIA NGO SF g 41 77 |
o eifes TR Ao Foqe smafe TeEiFad I A4S 7S AR Aol
TP NGO S = |
Yol Roa0ed 7P SMRS! 99 T 06 TR SWRS! T 15 F T |
P a0 AT *14 wore »usl Jraw ww FR A Road e
ARSI Z 1 =T |

o IV T FIFWA ARANL 5¢,000/- FF 48 T Yol 7718 SF & S 7
A W BIZT T A |

o A IECE Roew wfowalel 7w 8 ey SRR TR Wew@i @R s
G 218 TSR o ifeq g 71 =7 |

o ¥ fomd el ¢ TRRMIRe! e Fam R et @I ¢ SeteE R
SETRAEd A9 ogd FHAGE 1)@ F41 =7 |

o YN T Aff IF FFT Aol Fogd, AW ¢ AMTS AR TGN SHITS
R & foRfeeIE a5 F |

o R TIFA AR MEE SYRATT 4 FER (ATF Aot oqel, Wl
MR 8 SIS AR Fier e wf b w1 =7 |

TARIS YW Q=TT T Sobb-db T TS IS P AP O FiH A
RS (FL@ J1eF TGOF AT TG IR | dodb-5d AL QRS LA 2 4TS
fofes et frearem RN Ms =3-"5"-(C TAgI Fa1 2Cels

{42 Trg 91 REACR INICSE FR A owel s @b Srgeaian e zeet sfgs
1S 31/21fES B @ g Aol AFSIF Aot T NGO T | TE Soddbr-do T
IR BT @ Toa Aol QFefR Feay Aol fFexee ARPIRE 9 4l = 8




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 87
355b-55 ¢ IFT @ fofes et frogar

TR AT TN e sTwr@r T Weddl TR
S Ny A Ybd. @Y PAPRCV) 3%
Y B Teome 359.88 Sho.ue ¢ %
© RIS e A 0U.0% 85.b8 >99%
8 WS WM (51X 8 iz ¥5.58 5.84 ev%
¢ o T (N ¢ TIFRPR) €5.49 LY. 08 533%
Y @b ¢ AW TFAfe s0.50 ©.90 ©o%
q - Fee Sr¢.00 599.29 8%
v befs YeeE/Afafere/aee dd SV.23 355.85 ¢ %
> I fefes Mm/een 0044 5.05 ©o%
So Iy 0.5 b0 LOL%

TG 3 »99¢.00 3¢50.39 S5U%

Sodb A ISR FR TN @R (PICF @1 3Ry KL T (A T T4
e FR ik ol et wwrged | o7 Terime, i, ETh/ANE T@-ifs, Ih
1Y, TE-RA/AeE R, SdTfee Fwle aefs dite pifkvigad A e 41

(@15 Brm)
T PR LRGP St
> o Ao fReqel 009 (AN
X YT A aReims A fqeed 903589 99.9.3¢
©  FETeR Ad aAfeTs e Wel fewel €eo98% bER.5Y
8  Tb A9 fyead (2+9) SE8YC 3¢50.29

3 ¢ ==Y fzrEe fFort, [Qewla, &, 1T (008)

QAR | G AT T SRRS! A (IR AL 241 FRAST® [Uaye A1egzel Tesfme
QEATS INCERFIC 7o) ATEHT FIM Tell*) TR GHaa @ FoF I3 be
TR T @ AT T4 TR ©f e alfosly @R | Mo vieeR o [Bfoda
(AR G AN *16-711%, &, 71 Topiine 1R i S (R | FAR
=herel fFta QTR | BrelNed i IR 2R (¥ X0 QTR | ©Y8 SdAIfed u wegel
AfafFfere dia A @ g ANER T2 FILF AT AT 8 AT HegZ ASqI
a1 = | 9L 2 <1 M2 WOR FiE e w0 ¢ AR F50nie
Fre T Te ;T WEHifce FHES/FIORMACE FIE AT T | A AW
TGS ATMACS FAE T0F @ FFoN ANE TGS AR T G @3
SYTANTT TS Aol JWIEF THAE Y00% G (@R TG FACS TN T G2 TS
TR RS IREA G AR T oG I |




88 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

Sodb-db NY IR G P IF INTE TS FEACE HETE! I o WoRS
AR A T ¢ o9 FeAR OF TN Bbw E 29 ‘708 TABIoN w1 A |
AT IS P JICPT PIIGNT AL 8 T

AfedEs TFe IAFmH FR AT, 97 T S ity TR AT WoE
ARCR | A7efoT IRAGRITT [ICF (9 @R ARBET AT TS A IJT5/P

(=I5 B
e el
bl Tl Skl S TR
S959-5b v¢o.00 000,00 b&.00%
SO 39q¢.00 S¢50.29 3Y.00%
IfES Aol ©4¢.00 q80.b
agfaa 7 0% va%

3@ ¢ <] (3@ e, [{eia, 4 P, 6Pl (008)

Afqen e 2R | FAREfoTs e M50 TER @FC Beol F0F APARSS A At
roqel, Aol MR 8 TS HLETEI THA@ (A G AL FIFel] OS] FACE |
93 ey ARTFTS SR 93 THI@R f[7dire Ton s o wifers 2z | e fqore
A5 q=0aR A froqd, MR G AT TR FICF AGS AT 5@ AT Zh-
'R, ¢S, ‘T°-TS 3R FRTOR 27 (AF T 74 28 (3595-92 (ATF 009-008) Al
fread, e o, S 3fs, ariarad W @ SwmE A 29 AfFHEE-IV- (o
Toglolg a1 7|

W ORI (T S AT AR
o e ¢ EHYFSN R A9 Aoaqelq Amewa gz |

o IR A9 fondl afi SRErwa |

et fqexe AfafEfe (1B Bra)

= STl GO TR

Y955-000 38¢0.00 @95 .0 SoL%
(~9.55)

2000-0% SOy, 59 a0y 33%%
(>e.qv)

200%-0% YYoo0.00 NS v %
(-3.90)

2003-09 300,00 NUNRCL] 508%

(v.98)

2009-08 900,00 SoU8.58 309%

(59.90)

o TFIT [GOTTT T TS IT AT & JRCAT Jad AN T fA0AH P |



e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 89

7S @ T B8 ©ietvd IR A0 9 (AR 577 41 |

IAGINOR /BT SRR FR At FHOHR NGO AR |

T Yl Roqe SRR & fREeRl SRERPHEE IS A SE
AR W A |

FICFA ¥ QOIS JrAF T At [oqet @ Afpe

P A o 5§13 SHHE FA 2fNe A QW [IFT &7 |

A4 SR Aif5e Koo sferast @5 a3 Ko FriEReTEe Sfert @ma
T SR fofare #d [oqe M@s Afe@e pre fFeoifeq 77 @3 |

¥ o AR
(I Br<er)
Yo5®-00 900,00 SEY5.8 3%9%
(9€.rq)
2000-0) 3800.00 VYUY, LY 355%
(5.98)
00>-0% 3¢00.00 599,90 3%¢%
(8.:¢)
2003-09 3q00.00 390,98 559%
(d0.@)
009-08 300,00 38L&, q¢ 2%
(-R0.v9)

W T PG T R© AT R

Aol AW FACHE TAFS =t st S0 |

o} AT FRGT (SR IR G0 A1 fefers Ao Svieg sigeifs s
FCE AT IR IZH @ |

Aol oo oA Aol St Toig T @G B AIZI AR
AR L IRIYAFTAS (8,8 2@ (@[ F41 |

Ao ARNY A AROIAACT Tga TR T M K G194 BN BT &
G SRS (o121 8 foreean =il ¢ [ifera =g 41 |

Aol M SIS AT TSR o) N(GF @ Aol AW FI718 TS AT
A 41 |

B e, @N- (Ol &N, Soreer IR SfE, 3R mewyie/
CTRIRTAE TRIT] &2 T A9 NI I9E] @3 |

Aol (FFIFIAWR AN T T [FETS @ I |




90 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

o A9 IWGK weife e ¢ Mwe e <3 @@ |

o Ao MITTT WA FRINS! IR T FALZIoAT NG (AT (Tl ¥R Aq
richuenpicr il

o W MR T RS WY AR I fFrafire swRS I T 24w IR
TH e TSI W0 5% (@ 10 I ©IMa WYy e 57 e Ml
TS (2Fs T |

o A4 AV FRGEE IE SN FAR T SROAT Aol AT @ (AT B
40|

JIEOT R WICF [Te ¢ I 7 fofes @ Reifre Wtem ¢ afestm ezl
AAHE- V-(& @32 9 A9 AMece WA WEd @3 fTifen g a9 s
AR AIB-VI-(S @A T |

TS 7egZ AR
(15 Br=)

Yod®-00 800,00 9¢0.9% Sob %
(538.¢9)

2000-0) 8¢0.00 SR SY3%
(-o.2%)

005-0% @¢¢o.00 3@8.%9 %
(-av-.qV)

2003-09 800.00 830.59 Yo%
(33%.53)

2009-08 8¢0.00 @%0.@Y 309%
(R9.90)

* FEAIT [OT TR IS I2F ACAF & JRCAT (e Al W A4 A |

o AR CE T S I 4 |

o Y[ ANCTINT FANFSH 8 TERT ANFTSFRIWR ST o FR S AN
fafireeia fETe @M Bo |

o ofS = fOroNfEG (Crem=Itrs A el |

o E JWER TY TH NS HeaR A (et |

o AT MeSIAT R TFTS AT BT 7@z T I AN 2@
N 4 |

o TP WO HEAR WA (SIAFa |

o fHEIRTH TR FAFS|/FAERIMACE AT HER TH@ AW |



e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 91

Aol fro0ele = AT (2l T $iY e S T2 4l @1z I oieaez [ 1w
wAifers fafeca g T TG A oI ReTR FIFW AW Jface T2
ARO! AN AR |

AT ANME AGF Y@ AT TV € FNE© QTR NN LI SR AL
IR TR R el @R NGe 778 Aol Qmita & OR[N @ieiie ce s
TEE |

IR A Romd T IR AT doft Ao waifgwm wre Zona hirze @
Qafeite RO ewgiad 3 4d [oqd efgm sRe @ | $R e afel
Ao I 1 (1 R0 AN A Ty 7€ = 1 | AL R IS TS 47 =7
Ie0d SalfeeR fofes wrewfie @ Ao freqd T4t 2 oF I=7 994! foq fae QK5 -
(© THFIAT 1 = |

e &2 I=eT ArRENT 1Y [P AefSfe [RiAees foq

(B B
SCEET EEIETS N R I R e I
e dwE fefes w9 faoan fafeaet
weifs fg w0
Bbr-ob Brash  S0_Y  LUs RS S¢.0C 598.0b SOUYE 555.03 SE50.39
55-00 PBAB8  J0Rr  04B9  JbY 209 BLLY SWbY 13LbY 3¢
00-0) 5BE.L0  ME.Cr  OdLL D O3.93  Wob8 320,05 WoHB SAHR.0Y
03-0% PES.RC S5 OEHY 8.8 005y IABY  HBHD WOHB deLo.db
0%-00 DIIE VLYY DALY YO VOO RMOLD  BEY 3E>.98 dubb.ua
00-08 5038.39 90,00 3G.83 dObL  A%UY  830.ED Updb 3E0.33 S5u8.H8
@ & 1< CE oY, [, 0T P, GIF
TE 23 O (A1 TR IS FH I AfelS AreR Srgacaay sifeey el

freqe SR @3 offs T2 A @R T I (AR RO S 17y, TS, oA,
O TS, A TS ¢ Ff fefes Fg Rivwes 2= Sy 2w 3 i |
@30 aw ReITeid S@w @, 97 8 o = Ate [ Afawe an faes g
@ AR | AR JACO! TS AN (@, [oI© FAF IR (ARG A0e B
SRR JEACR GR ¢ CFCa LT i 1P K0T B! AT Sz | (AeG Qe
AT IR AT [ore ¢ I ¥ FHGER Ha FeTe & “I5- Sagm w41
0



92 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

3555-3000 I 009-3008 T AT~T PN ¢ I=T @G TS [P 4F A9 Py

gfqzg fAeqa e wmm [opieaiciC IR RS O ET G IS ol BT

uEd (AfeE)  (sifas) el eaic el
K AR oA %
A AT @l AR
d995-00 Vb €.89 - 8.5b .\9Y 548 QL ue Y
R000-0) 989 b. 59 9.¢o (RSN RE.Dd Q08¢ b¢.R8 WD
(u8)
R00)-0% 80 5.0 0.9 L.8¢ 35.8b V00  »8.RQ D
(-ob)
2002-09 Vo9 .14 D d9R.48 9.5¢ Q0 309.) WD
()
R009-08 dbb&  d8.D .98 0,99 R0.38 8089 UV >
(5v)

* JIPHT [OTaa M AFqS! ISTHT Ae W9l [Foqeaq A eqfad a7 faor Facg |

ARGIPT

S 1 T R AR (7 TR GO FA 1T HIE Aot @I welfiwE e e
fofee w7 afs Tzraa T WCe el &R SEREIT @ Jia FECR | Sodd-000 WY
A A ARSI A et a8 T I Rodfive SR ARTH T qv.ve @It 1 2000-
3008 TE IRT Ao gZreiq e WIfGTATz 8084 TN AW [FoRice SrFE “fawie niferz
3.1y (I BT |

Q1 AW AT GAAR GIAITATSIS AT T TR (PR | Svdd-2000 L IRE @
27 fo# wu% T 2000-2008 T I Sv% @ (T A |

TR HEBT SGOTT FRG RO IRt I JIe

QE FR GIF OIS ST AR DI &N SR AT FIFWAACT QTS
T2 *137) oA AeTZ TNICed [oRITS FETa 6w, CGToTE, QAN TFAS, &g Wl
8 T ATS A QW FCE A | (R PRRe ¢ oifes siio st fowt @
QGO FIH I R (GHEGT NS Wiy K5 S0 TR T TS
wfim e Sftafes Sm Reay Smm @R wiE | AEo IR TS 9 Ik
206 wifiy REIEs Aol O IBIR IR | F0pp! fofes dAtelr == affHE
‘VII'-CS THZIR S0 R0 |

T w5 RATABA (71 A AT FR 1 20/ 7w RKeassy 4 w615 wieer
41 38.00 T PR ¢ 2feF HIAT sbo.90 @I Tt wdimm e (I FR




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 93

LI Aoiaifes Ao Al SeeR #ed J[el (?fe 1) | FuYfegs T 5bv9.90
@6 frogerpe Aes [ATe @I[e bee.ox @I Bl Wi T AR | TAM T
QTS 8.9¢ 7% 4! (SING [FF5 034> 7% B! Aol FS sireat Witz | AWITF T
SRR be% @ | 296 IWIAMS FOPHR M I8N Sof6 5 TR (Softa ™
TG TACR) TR [AATS 1T 8.00 7% WY A9 gFe[ 736 & v.00 @ T
AT AR [Ffe siedl qweR | 9Bl AR @ wiRkg [Rese SepE wies A9
IS A I GS |

T PR GRS for qmeaa =re @I foa We Sogrsis w41 2l

ARETCT PR JRCPA [7© [ IRCAT S-S o

(=I5 B
NP TR 9% =T Ao(+)/EFNT (-)

S 2005-00% (-) ddR.04

N 2003-2009 (-) >o0.3»

) 009-3008 (-)s80.9Y
® 2003-3009 WY TR T34 IREA (B Cb.bd (FIM BT A SR |
2009-2008 TY IFA FHFSI/FACINWR S0% T2 SS! AWl @I HeF T2 TWR T IFANAF T
e fRrght g oI 3

2008 FITETF JHICGIT GLat PN Ireaaem!
P JICPT JI© PTG @ 4T AT AL

2008 AT IR T 8YG (Tl Fo-aF FAR | IVE 7 AT AT FIH 12
IS P TP S S Q77 [T SITHAFSI Aal (7l (@ FAwheq
L EE FEF Aol FH! Lo @ O IWIRCAA FAW AoRF AR | e Jteation=
TR I g TOAA, A GRS ARTRYA &P “B7- G 2000-3008 4R
2008-300¢ FY TR AT FiA FILF A fofgs e ¢ wasifen s =-
(@ Gorgo Tl A |

T GG P et (Ot P/ AT K7 O

* ey Ted PP OGO * IR 7L 8 @Us*

T T6q TP NGO TR AT 8 VEv*

T Teq DI NGO SHTEE e 5 ¥

wfeag FIF AfRIaa 7 g Sdarase*
wfeag FI¢ AfEIaa A sAfaw 8 Sboo.be (@b
ooy TIFE TG el o9l (ETFw/08 T ) Jayl g WRUBH*

ooy TIFE T4 el o9l (F16%/08 7)) ~Afawia 8 53¢ I

* Tyl Ted DI ANGOIR JTeOFHETF© Aelq LA 8 WHEH8

* Tyl Ted DI NGO fgentErge Ay Al 3 088.u¢ (FI

53 e Faret Fe, e, @i, o1t |



94 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

000-3008 GIE J008-00¢ T IR AT ?ﬁ'
JreeT @ o6 HoT I G3R wpaife foq

IR Tod = 009-008 008-00¢
THEN@ S % TG e %
S 1 ¥y A d3%0.00 3038.%94 5% 00,00 WAYE Y%
R SR b¢.00 q0.00 P S¢0.00 3¢.09 0%
0| 7R e .00  SER.8D 2% J¢o.00  84.% 5%
8 | N FFAMS 20.00  SObb 5% ©0.00 Y 0%
e I fefes g 500.00  93.bd QR%  ©o.00  udo0x 1%
Y | BN A9 2q¢.00 8.5  S¢o% J00.00  ¢8.v8 QA%
Q| WYL ANEE FAFE  S00.00 WSy W%  doo.oo S8y S¢%
bl S 3¢.00 S¢0.R%  Yoo% 20.00 8¢.09 ¢%
™% 3500.00 55U8.58 S09% 800.00 &8v.85> 9%

3@ ¢ *1IT fxEer [Soret, [, er0T SIRe, o1 |

TG FAFE© QR (MO FIBOE AR BRI fesia =7 S (@6 »ifew
3800.00 (Ff Tl A Al Koaraa FEHT @7 FRCR | ORI W1 @ 75 s
e TS e SR v 2R ©f [WE SAgei 9 =@ |

IUI-8GT PIA A PTG TR C 0w Ve TR

* 2008 AT TRAG® I FOLF WL - AN FI (T TS &AMG Fi
YR AT IS AT OF QD & B F41 27 |

o I WHAMIA € WMRC NG (A IR APR) TS 4T IS &
TSRO T T QR GTHE@ (A FR A aFold IS TORGLTARS
oWt *$ e 1 73 |

o Towed rzewhEIge W RAfNte oMy nEage AGRETE AT @
HATS! I ISR M AIFAN T ABREFT e I IF ISR &)
fore 341 7 |

o I AT N TR IF AU T AT AMASE AL TS T(A |

o IMI-ATIE! T THWPS WYL AFS bW WA T A wAeerm gl @rel
AT |

o YA ¥ FARYT NGO FIF4I TS Groos FANCH A H[HI (TS M @ (FleA
I B 2 CECE R AR O A AN et ¢ Wl
SARIE CTETD o F0a @ fafs fafirs wfiGa w1 2= |

o Yo Ao FG e T2 A=A FCH AMTS AR AGAF (SAwE F41
AR |

o IFE (Tl T 8 Toirerell AR WREIER A @A IR TS (Sl 8
oAl i Al SRAGS T! AT Seglel el =T |




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 95

o NI ITFAT (AT CF B Ffp R oS T G OIS Tege (A0
QTSI M Te Wl [ege FEGT IWIRE FACS TR ACS [9® /0 =
ofSfie @12 Wl WedA SRS AE G T TG SRS S AT | 9
Ao 6~ IBI FA TR |

o R wfeay FIFMAE SalftFE fefare Aq (== |

o (T HrQY FAHA YA W AQR OIS A NgOTFRE FCa S fpepel
etz e Ao FHIF I9Y FA TER |

JEoT FR T FIPOE N g A [ies e R A Jmw 7|
SCRFILH R FACR | ST FiH G [ oy <iven = fofes e 29 AfaE-
VIII -(® Tog# 4l =0 |

Te =3 D (9 I F ¢ $fY fefes fieg €0 e =@ W@ v% @3 7
AR CF@ 1% €32 5N JELR AR (L@ D do (ATF 3% @ [diae w41 T |

S Qe 0 ¢ &7 & R TEH 0% A9 (A AR |
WIEY e ¢Fea 8 37 & AR TEH €o% A9l (A AR |
AR VST BICIA (LA 3 TR, QR 8 NPIfo% Ry SRR Sy AT S

J-% AN FASF M e e REIoe 1 AR | 273
Yo REIb ST #0390 NG TN Ao T AR Al |
AT~ e TR el Sfeww T4 ©f Tga
Ty ATS! NGRS FAFOR 5 (2R TS (A |

T 4T AFg e CFCa § Case to case basis JIDIR FCa FrOAZMA AGbET G
RPIR ATE AR 7 T IS o Ny 578 del
e 4t AR

(AIFG/ (©3/ (AT TR C(FC@ ¢ 278 AT RS [N TZGIBIAF  Case to case
basis SN A6 I Pa@ (MR | (ARG AET
CFE @ e AT 8 for ™ 4_E 435 A e

S 1 A |
QT I/ QNS AT/ S AT/ 93 AR ifwl Gifedei Mdwa 3@ =i g
Rk R TS RTIva 41 A |
TR/ T SR (R 8 oy A (A AIGIR 74 A9 o3 STPIEl B 73
et B F41 TR |

ARECH P TIRF PEP 1L TR Goairt &R

JIEOT F JICF TSI I #{tda Toipoifos FR A g A=A i
& Toa STl AT T IW @ AT TTAE DSORA! IR ToeS FOFGTE Tge
innovative 28 SR &P FCACR | TTOIR RS RO FODISTAR I TAGIoH
AN A 8



96 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

() RO AT I

TN AGATE FEF RS QAA-ARTT GO FP[I 9 JF I ¢FG € @
Rl MY Q7o A | RN SeAMA I 0w woe ol (@RIfR) @3 =IeEE

CT67d/08 fofes wdrmFe AT ST T HA/08 fofes @fae ¢ &fee wme
soesfc 35.bb (FIfG Bl

I 8 T TITSA RIole KNI (W6 FT=ererey S & {ioe T @ L= ey
R FHEH! @79 T ©f IS IVIRE FA T | @ FOHE AT Sefifo
Pt

() RPF [ 8 I VEHT GEHORZIAT 0T I] CRIT NAEIT R @ et
AT

TR TP @36 RElB oigd! 399 8 39 Wfetl @ I fiFieid @@ 139 8
TR AR FAEIER TG FLAOF FAPICE SIAE TG FAR FCH) I7 ST
SR M SN G5 AAFS T[0! R AR | @ TP Ao F ¢ F

Yol ARYA NGSTPE JJ AL 5

SOES T 2.5 I Bt
@ A9 ¢ Siaw [Kerl-), [, o6, ot |

e ot GUe - RN A, IS B, o (Ereieead, (ofifg AR (¢RE 8
JTAR) 8 TR Raw I7 Tayaw wfma (AT f*wel 218 [/E @ I IRAWAE AT
TS G R 4ol oMt [T e F1 TR | @ FPPR GT-5FF/008 T8
Saafs fermols

(%) R BT WA QY& YW 8 51T TR FACHT AN TY AT
EARBCDT T @™ P

QST TS ol INBHTG Teiie Tye dwmifon Ig viAg @y Wz SAwW
G 2WI@T @R TF© BIF A@f® TP 0 AN FR I, S IS
IO ZABG SR AL G FACATS! MRAEH NGO G5 (@ FHLp! AT FCACR |
g FOHE NGO FCSET Soo T IS HIAE GIR ¢o &F *14l IFFIAT(E TS
FACH e Amfere NYfaF ST B T @ 7TifFe f*re eWie Fa1 2R |
FOPIR CEI67R/08 78 Wil forasie




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 97

o} FROIATS TS BRI 7L G ave el
@o & .00 FTF BIF!

Ry @z W @ SiET [Forr-3, [ula, &, oI |

(%) O ST ICGT MY 7 SOagte et Srfios 4 T Foph!

TEE oo (e vifewt 3@ @7 49 BAmIT 9 | 9l BT *P e 1S
FHHE AT Al eITTR [ 8 TG AFCES AR @G QI IR Gl S
@ITET RGBT Pl HIRAR Al QWA F0H) G5 (A 8 FTA(TS F07>! ble] T4 TR
ql, T IWIRFE | ol el o0l FIEGT e ©¥G/08 (*ITF ©2F AW TATIN
el

CTe5%H/08 fefes ddl Jfyips g8 froadgs Brin Rl ISICRE B
RIER IS A AT
Yo© T 83.20 ¥ GBI €50 94

w2y @ AT ¢ ST -3, R, &, B

(6) TF© afore Qi1 51T TR TCHT AAAS FHL

TS ~wore QT B FELPTRCR FCwH PR AoeRRd WM ¢ 9Pl (PRIl FEl
Gt «fet st Fefieem @3 e [ pfes sttesrt #(13e0 F0ep! agd
TEACR | (AT T 5.00 5TF (NG 0 QUK bIfRwIR feidice! (i Tesime W@ ©.00
T (Vg 53 AR b.00 FF (3 53 A FACS A | FIILH HIfRAl AN @ QU
TeA e I 6 ILARCIR SCF RS HAIZAG FRPIA CIbH/08 e waiaifs vl ¢

(5) e Eeolfme QOT JrSFGTOFACIT FCHT T W T

e TeAie $UR IARESE (TR Fe e eEeHIRl AZPTIR | B8l BN SitHa
TeAAIfire BB ATRETS IR T ARFIFA AP & (ofers A T [aw goE
T YT (AT A0S A GIR PO BT WAk = 7l | @ SRR TeAAifre poi Arerere
TR W JET IR IS FC i egea@ efos ool sFeR g T
18, Gt SR 7T gquige fas e arint afe e sfieae s @3 st
f@orfiy pfea T T8 AERETeFAe Aol FIOH! e FCACR A MG G @fey
a1 F7ame e (AT PO @ F0F PO {EPIR FHERR T AT @R FIPA
PO S @ T o 72 WFwed (A A |

SPIfS § QTS GG #et S S.00 (G BRF A S7e®3 Revolving credit ¥l A3
g ST TGS A FH |

Ol 3@ ¥l 8 Sy -5, Qe S, BIe |




98 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

(7) I ©fe ([ITeF A &R Fop!

Sodb-db AF TS IAFTT IR T AT @A TS SrOad IR @
T AITd T A0 Aol 74T Wi F0F APTR T ARy ARME-1X-9 THFee
A T | TE AT oo (R W @R M RIS 68y TN AR
FRETeINTE e IR JCT qma A9 Ffon =@ 7ifdrne a4 ¢.oo @I 5 |
RITIE (MR FY Brel, FEomg @ N AATe @I (R S B Ao
SIS T Y A TP AT G0 20 AL G G ©fS (JCeH AL
GFfB TARTS! RAEF TSR FoF GG et FOI! FCS @7 ZRECR | @ FPPHIce
T A AT SIS Q0TI FIOP>! ABAAE A AR TR MG A
T FRRS! oM I AR |

Ol @z W9 @ SiET [Forr-3, [ela, &, oI |

(&) T [E S¢f6 Teibfere eqgfdf 71y GeAmeas AT 1A T WY
TR TR et SIS

SR AT >3] TRAMCTR (GG WHMIER WY >R S, ¥, o5 51Ty STy
Y T TOEE T, Tl (ST TG o BRAMCH (SN SR oS
Tl | T afeqmy e, o, i, Tow D, weE, e, AR, ik T
TS (AMMHF QT A6 I AW FAC0 T | O T4 [Fg AT @- e, 71175,
(=, TR AT TR WiHRS @S &4FT 7@ (@ AT (@Sl AR M4y AoeT 2
T AT | TglR® T, (o5 e @ T QISR =P Tesiv Jfaa ew $i
TR VSRR AL @F(6 L Al FHHT Q7T T ZRCR | YRS IO M
Sl g 3¢fb =31 TeAma e =10 eifo q=a /G 99w €91 2" R00.00
@IS Bl T IS IWIC RS SRF ACACE |

A) IR fefeT g oot R

i fofes fAitem R, S ¢ seraes w1y rory $f fefes Ry @
@ g afediTa Seoma Ifa, Toa =7 FCRCH, BAMER AAFET Topifer ATS
FATCAB el qMi el AR | NLTAF© @ FCATCES FARFIGCE (AR AR I AT
e vgefeie wrr | ARHOT wdEEFe $A fofes et v

S 1 G aliel (e feig

Q1 GPI 2RCeE [ fer

© | (e ATCHier ol

8 | FAR @l forg (Qyieae 35 foig)

¢ I e

b | SE AR GRIE e @t fg

9| FE T feg




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 99

fFzgT Feolfeas A
S 1 G ARG oF
3 Ffeas aeel

© | N & 7 GiFIETsIIE MeFbe (@i &7
8 | TR @Gl U3 YA ATFA

T FoAftEs 4 Hole AT W T B GEI Wi wiFe, R3JC 9 e
TAMTH TR JAT fFes f1sta Si<fiee F0a el IRYRTae O @qae At eAmit givt
(GIMIE SR |

Trge Al D! RTle 1T TS WL 2003-2009 8 000-3008 WL TR W
T ¢ FRANPR IVICH SATEANT AW ¢ TGFA! ICACR | A FOP! AHR
FAFITA T ACACZ TS 8 2@ 79 Ace Ao qifowre ¢ famise %7 fofes w4t |
ST WeE [ oy Jred R Ure fZomg s azel ¢ I, IF7H Al
TREAY T4, e T 4te [N @, @6 e AR T@hiife Are e Tfe I
feferaas Tonf™ | Ar=fes 4 TS ¢ DR 270w T wvre W9 [Fewem
TAIN 9B todl TR |

T @ FARPII

(3) 9 eRIR @A CF@ IR IQ ASAR AR M ORI O | Al [WRI
SRS J R GR HWTS IR FACEP Fl JEAR WHILS 9 SRR S
AR 47 GF5! TFEEE 77 | ReITes F8 oF T @ 267 IS ATS
R NATSTHS I WITGTACE | @ TF! T AAR@N (TS e T O 7e@g
TRTI | WA GG TAIIE OIF IS AT AFRG 8 & Tferssiaidia
Fififens Mg gomr [rel-co [Me 20 TR ogfke @/ &=l AE
e i AR |

() e Soayies! TR 10 A Sralel /1 AT WS FHE P A0H TS 77 |
Si2 Soyie IfEa Sweedy ST ¥R 5931 TS 203 | IEA Y QTSR
T oo (@ TS/ IAGRITA AR Ao o efFrame 3z
oMy i e Sore e SiEeE Face =) | AfifEEs
TIPSR T O ARIZFS SOUTSIAACE AL S0 T #1eql (TS {1 |
beife =ca L0 FA 1S AT elfirpel v sifcrpgrama Soayre @At sjfE ey
IS S AR 497! (@R |

(o) fafers yiEedin wok (@ WS Afodere! Jfw vite #iea 71 | [Refez vidTa
Glifer ~ffed Simaa e difdfens 4re Tz S 77 e F90e T |
GIfCH=Ie AT® STjeea =i gl qfafens re R LR T WP
AN 72 BRAR “ife q6Ire =0T |




100 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

(8) R AT 8 TR BIFl/ SRR @51 fHfve wext f[eaf-ce wwes i
FCHT TR TR P 1 e [l @ e wrf<e/ s 7 e 200z |
G2 @ e O WS G5! T [SR-00 AT e @@ e
TREF | qF2 AL @AWHE oFH AR Sieer [ifey q@afs s way
IR G (@ AT GFADT (AT T ©lRe G61 [ (@151 [sfen o 41 54
T |

(@) =R F ATS voo.o0 (T Bl O[S Mt el Feere FR A &y
T OGR! A AR G [ e [y 2R | (RSN AFIGF TR S
TR WIS [0 F 41 @ A o T | 58 F A Jma 11 TP
TF N e FAn [ T0r FAEe AW TR ATICS AR T FE
L B [ER- S gfsritters st s gfstarrer B AFrs 2 |
G g (AE AR@CTT ST o R QISR () AT O[S i qFS
SIIR TS |

(b) F el Reaeela (wea e G mtod Aesry [fed 160 it e Tefae
WEF 1 T (S ILTa ACF@ T[0T AR 71 | ©2 @ T
FwPFe TSR GRS AAET i FR Ao 79 Koad =7, @ 7131 Tefr
Rrefer 70 2B T AR=0T | 998 A B AMAETS 71T T et
1< TR REfER a0 2VeT 71 @S I1ta | 9o 303 AN wdAifs wfmes

M-I |

(9) ePHIFSATTR ORX MR JZSF T8l Q! 718 &t 71 @ [Resfi sy
Tfifers WEF TCOIR FLF FAFG ARDEAN T ATF | Ol TOAN J0ERG
TS AFE (A [@@fFe oYfE R e [(fa e med
SIS T AT (FHRNE TARS FACS A |

() wife= Tl =g Ralem sfeRierel 3w #Aez =1 | Arda fcaier 3@ AR @=a
2f¥fFe TR el (el Tt (oNf 2fS I=7 B TS W FAFS]/ FAG
S B AR T YTOIR B AR | & Gl §7© 79 FAE Srweey effs
IR TUO TRAT FAFS|/ FAHIE (e SRGIRS AL A | T PP feycarsi
T (7 ZCE PO LI PG ARG F41 7D R |

Co7RIT

E G Tl e (A | I @ 0 G ey Affes i | I @ e
257 TR 2 @3 AL T B | 5598, ddbbr, dodb U2 2008 HIH (<

A (o Mol BARR I | FH ACS o AT 20 (R T @A | ISR
IR ST O TSR T @ ZASHIA PR AT DT | i e
S TS QLT LA AFTOR L O (NFE TS T ZCACE |




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 1071

SICTHS ANCHC AR a2 w1 20 PR A Road FHP! | @ P Agow
SN FR G g RET @ Fe FIFM WA @ro A [oseelx wikng |
IR I SRS/ FAOE A AT TP G =S FoePIal $fA A fqozel
FTHIA I WA | IS/ AR T TECT FEAAC 32 Y RSl 8 T
A TG AR TG Al (MR MR FIF TR A | AP @ I IR R T
R O ¢ I AN qng M =i T | FIF9 @ A ARSI FiH
& ST TR A T | (7ol ([ (o FISTF (AT | FA [P RIS @i
AR 70T TegEl @R THACTR IR (JCG ¢ 9 QRN | Twe $R JICFA
IS FAFSCF FCAR AT G T Ao | o= F e 32 v
2IMRE TSR SIS | @ IR G SR G MO AN FIFFeT FrA Al
VI T e STz 919D GRI | Tifes @ (@ WISy e aiifetg e
a5 e P! R THFIET G A (A0 ez adifss @[ | Ifme @@ @@
O3 AN FE A, e IR Tiwwa afszgh FefX, wfe 40w az e
SRV, S598, Sobbr, Sobb AR 008 I IVICSH FA FTIFTH G7 FHHILd Ay
Fojifa st AL 8 T T VP AFS §FG '8 ST AS! LA
40 AT | SO P FICE TOTCA FIT© A 3 I Fopol/ Foa1 I 1 @
MO MM S WG AT 0 O WA Wi FH 10 A S 4191 «@ferea
faTe I |

ToPIRRICH @ Pl (T T o1 I ST FR WIS 20de @ 0 FIFPETE CIRIA
fAcfere feer, T@a witr a2 SRETSS AT | AT @ @1 G 20 FH
AT TFY CRI QIR TG O OIS Terared Jfa Face A 7 | AN &
AT TR |




102

od |
o |

0V |
o8 |
oe |
oY |
09 |
ob |
o® |
S0 |

N

3R

29 |

Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2
TR AT AT

JieEAI SLeAfos T (008)

I ¢ FffF efedpmrea TR |9 Ko, 9 w@em, Adeered A T
(2009-3008) |

IR ITpTRe wfgmed, $ THET, elefemedl I FTFF (008)

Ao PCA, T I I (Sobra)

3 A o wwhiferma “fiva (2008), AL TFNER, dLTSE G T |
=it fRergel o), e 3R IS, @ R, 5 |

AR @ Tl i, T FR Wi, A4 P, B |

Aol I @i, AT FR 1, 24H S, T |

255 AREA! R, A= IR TS, @ T, v |

TP ] (OIGAI, Svdb AT IS P AT FOHICS JFN] I JICF Bl
AqgF d7F 000 A JEH NN i Ao THCH 000 A
Eifers EIfEE Sogee 341 27 |

A.Q. Siddique. Need for Restructuring Rural Banking in Bangladesh with Particular
reference to Bangladesh Krishi Bank Experience a Seminar paper presented in a
Seminar organized by Bangladesh Krishi Bank in Dhaka Ss5o.

Nurul Huda Chowdhury, Lending Risk and Recovery Problems. The experience of
Bangladesh Krishi Bank, Published in Krishi Bank Parikrama, volume XIII, Dhaka
1999.

e [Rere Qv T=Ed FR i [foy srfe sHaEe wfvwe Ko s Soob
R IR #A7 A1 @ TR Rere wfare Rl FwEE witre I8 sfvws! g3z
2008 AT IS FI AP Al FEHIw A6 @7 wifkrg AreTwien e a5
wfewe! |




e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 103
Afaf#E-1
feifefor smeea *ro<ar T/7 ¢ fefefar RfcTeT *roar 27 ¢
2 R Rfvcae R f&face
d95C-dY 38.50 0.9 d5C-dY 25.59 V.8 29.¢v
do5L-54 2¢.5o D.eY So5L-59 0.9 }.09 29.90
2959-db 4.8 .49 do59-db .V CRVE 8.y
d5b-5 9.9 SEAGM dODb -5 QRO LR 2¢.84
dood-00 da.bb R9.50 do®»-00 9.0 9.8> N@N
000-0)Y .00 Q.80 R000-0) 9.0 qQ.¢ 2¢.b8
00d-0% Sy 9.88 R005-0% 9.5¢ v.99q 2.9
00-09 bR 8.8¢ 00-09 9.8 v.R0 24.)
009-08 r.R4 8.8d 009-08 9.¢Y L. O 54.89
(erfEe) (GIRIEE!

3 3 ARENT* T AP G 7-2008



Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

104

QA68¢°I¢C RAO  ROGAACER  RRXB'CC AYOJLORT A000QR R4 AP0’ ADL4R  0P0GS  0GLG  Dolbb MR (S N lepl  GR
CQRba"I4 g CREABE RBOI'A AAHO'A (CO8CC QORG bO4'BY  O8OAR  OPRC IEBIC 000bD  CRALS 8 Q sl R
A80CA'AS 0 8¢0C4'AS 0 8YOQAAC  QOARR'O A0 0840C  DbCD  DACD bR 0948 ¢40¢ N 2 Bl bbb R
448860 0 A48¢h 0D 0 440¢b°09  GCEbT0 BCR GROG MRS 0%q 00¢q4  AACor 48 8 oS [elolals 0%
442860°¢C4 0 44980°CCA 04D 440600004 GCACACC  44b°00  40GROA  ASAC 00bY  ODGRES  00GLLS r08IE  Of o bk &
RAD0° R b NA0HRGY AL RRCGABRY ROBAB bR (8O AG'POC 0988 004C¢  000COC AAGKG @ Q blalb:) A4S
4496407 80by  A4¢A4PAR  DbANR'A  6CCOABIA  GCALCC  CH'IX POGOA8  40°0RC  008bG O0RXCC  0000b¢ HAACA 4 4 Blblz  b¢
APR0C°¢eL b AP2b°ABL  IbHIARC G48LO°BAL  GOCYR'OC  BHI'QR  BbOAD  YAGAC 00808 O00ROGE  ARNABY CGBLY (¢ N Adld  AC
R44°044 o Q4444 RO 0849984 8O8IRC  4A8'860  AB'AAD  ACIROR 88¢48 R0OMABC 000006 8YLOG b b Isabb]  2¢
840°RD 0 NBAORD POLE  bALCHD AL A0 AABEG  GOQHOS 00447 008R4  00006C b 4 4 AT
407007528 0 40R00'bIC  DXWE'A BCCANOCE GCBELRC  bGOLA  RQCCA DAYV 04D 0684IC 000X €ROCY  of I\ Bd  6¢
QRROCAAG  AL00¢  QRRCLBAD  IORBRD CRA4CICD L8R4 PobAC  bOY400  GCAMLS  OABEY 04044  000CC 47 2 2 [ASEEEE
N ) 040 CAGLABEA  DOBEAG  (C00G'C04 €RB40'GS AR 448'0A8 ADTAR  0CCC8 OGGGRS  o4RBHS IECOR S << Mg S
8800" 4% od¢ 8806CCAL  DRVG'SY  BLLLL'ADL SYROLRG  A0ALY  DAG'DIE GMO'CAR  00G8R 00GLES  00844¢ ACEAS b b AHIERCN
Ob8LHR4 ab Ob8CARAS  QbI'CD  ObIGR'CCE  GRBRBD QAN AR RCCBOC  OREY  ObARb  00002C XbRR  Of o JLOE 0I5 R
A4 4CQ AINRA448 C4L AYOCA048  CALXA D4ABC  IMRYR GIFCAC  0P¢8X  0948b  00006C PRBCB  OF N Blblaad, 4
Q20RL AR 43¢ QY0R0'P4b  DOROLE  €O0bYHSL  8LASA'  LARBY  ICCRBE  bLIAY  0GOLA 0QobEC  PBACOR CAYOD RS I\ dlefokelie b
24086°CEA  ROQEE  ICIACAD  ACO DEICBOGA  RIRAA GO 400°A08 bCGOAC  0ICAG 0I840¢  ILBORS DS A Q il @
bJ0RC'AY WA bIOAYCCC  GAABYCS  8YAGOT00C  CRBRO'C 4D ASAEA ARG 004D 0G8bS  ObChY 48D P 2 Ll P
€400°Ch Qb 8400587 0 QC40b8R  ©4QOCGC  PEY'OX 9888 JOAACS  OROAG 04G40C  00PCAC bBCOR b b Blblle 8
0Q0H8'8%R o GAGb8'8¢R 0 OAObE'BEY  44C0%'8  DXXORC  ¥BL'GOX  4OXbA  0PGAC  0PACY 00604 0¢YAC @ Q Blelefk o
CALIA'GC8 0 CACIA'GC8  DbOQ'D  ¢RPH'QO8  CAROLD  GAL'AC  AJH'CAR  GRA'POC  OPCOR  0988R  oXCOC €IVBS D 2 Blebblsle X
40¢20°20b 0 A0ROIGL  bO'YC  44048'Ch  44DA8'0¢  GBACR  GAL'YCD GRS 00¢C8 00bRRC  bBOIIYE b A Q lola <
b¢ as 2 8¢ o¢ ¢ §¢ of g A b Q 2 8 [} R S
Wb gl ke 2l tnlbb b e bblbla il kblbblie  ubl>bly  [bikfdle ikl bl bleslle Bl Bfde el bll) e B
Bllels)  -lbb) bl>  Alkiple Lblb Blie Sllickln bllblla B5IbBlle
bl ke 15la bkl B LEbble Bl bifhlils bl BB ohb  bie

bl ohd  Rbeld Ehold kbl

agire 2l > st

blebil b B 0dlia
(itlolg dels) bR Bhlsb plo
Tl-ge LBl Blullb lelloln [Sl50[R3e 8 [lole) Bl (@Jliedbke 8ls) 800%/dflefeed lelelbiols ki



105

| 800X ‘blalible bl ‘Spubfl blidle b § b

o;
\

SFUICOR (O P! P N ST g1 31

T G

]
°

00v¢ 00%¢ QoxqROY QAN0%)  ACARLAS 4SO D'8EA 8880¢ V408 00444 O0PIAAR  GO4DLAS R0+AS k)

o o 280 8r0 o o o o o o o o o o bbb |blq bjalle [P

o o 80 a'ge XY o o o o o o o o o o bohlleaa [B19 Blelb

o o 000°0QQ'¢ 8A"¢E o o o o o o o o o o 0 skl 114 lejalb)

0 o R8RCE o o o 0 0 o 0 o 0 o o 0 Sleicblle bepa)

o o 4Ab88R o (oeeg'g  ¢aR0'0 440 OAR'G 848'¢ oR ok oboe XD o o bzlal 48
NS o NASS o CRE'8S  BYo  oAY0 488'¢  22¢'0 024 OIN 0040 284S N 8 Bllafle b8
LN o QAC'8C o 440°C bAR'0 4b°0 ggo'e¢  G¢gR 00X¢  00QG 00bA  D6SS ) Q Lelelild Q8
2440°Cx o 440" ¢ o RI8YD bCA00  GR'O €go's I oog  oox¢ oG 08) N b blalbise 28
NI o R8¢ o NOLAGC  IbCBY'S  IADD G8RA'44 GGRA'CR  OPbb  ODRER  00RGOS  GROGR ) ) Blolollll) 88
DISNACEON o PASNCETON o JRBAG'OC RBOSTO 4¢00 RdQd AR 2NN 0228  828¢ P b llol@) 08
R8a6"0¢ o R8A0"0¢ o OCOgCRAC  GACAT  D48H  G88'OC  2'8G 0980C  0YARG 0P44b (bR Q Q) bllalbllsl  ¥8
ANV o 0C6¢Le4¢ o AO8G'GD  Q0G8HL'O  BRCRX eG'A0  ICRG 0b0a  0GRQ 00ORY  90Y N 8 bl <8
ADO8H'CD o A2086'6D o RGO PLHY'8 PQOGC  A47b'BRY (IR 00604C  0088)  0000)C A40RC O oS lollbl> 08
WRRG o WRRG o 4A0bRG'6 448800 68S0 229 b0 o8¢ obd Qb R o b Bijale <@
A0bR0OG o 40bRGG o 4RPHCC 49080 Pg0 4D ARG 00R  004¢ §C48 Q84 d Q gd 49
4429b°¢¢ o 442 °CS 2888'C  28b08'CA8  €484°A  CbD'QC  GBYRRG  CO'ACC  004Ax 00804 44G0LAS bbGOD Q Q Lot b
4¢4°0b8 o 44068 YACEAR YA 4098’8 (80 CH'HIAC PAB'CA 0PABC  0YLR  0ALROS RQOQR 8 8 Qlbbls Q6
L808'8AR o L8OG'8AY  DRABAR  GAACE'GAR  BCbG4'S 4RO GR'CAC  8LO'SA  0b48C O0CA88  000ACE (8LCR 8 8 Blelplue 260
4422944 o 49222°QA% Q0PG4 GOREGOA  GHAO'CC  A4Y'8x  €0'808  AL'GAC  04¢80 O0BPOC  00APES GOCAG 4 4 PATIES
220b4¢CA o 20b4°CCA AAD'CH 4AQ0Q'ADE  ACIR  ASAD IS RGO 0b&Y  OCCR  00RAOC  ROAD b b Lelb3lle 06
ARBLObS CRN 442 88"44¢ €447 GbOLE'P8L  ARRIRT A (4888 OR4RE  00R4  00AY  0PAYE (oA g g KEdid X6
0b¢88ae OARC  ObLR'ALS o €O4a'th  €8OAC0 XL CAL'AG  RCYOR (oA GOobEC  COMAR 4040 ) ) alzbblelslle €O
€68 Ch o 868’ Ch o APbLO'AX  QOOIG'O 480 DA D84 AIDS  A47A8 000%¢C  Q47¢ ? ) slkbdle 06
RUNNNN 200D LN o MRCCLRE 6080 QRY0 882'¢  baAqR b42  CA0R 2¢48 A0 Q Q Bleleloll €
4R¢°¢ R OA8'bS o 0A8HE  GCARXO APA0 CIYCC R0 BRNRC Chbe 0098 804 ? 4 sk N
GALL 4G €28 OAGA'RE  JOAR'BE  GCIOSRAG  BCRO8L  ICCBC GABIGY VGV 04bGR  08RCh  A0ARAS GG4RG g § Bleblsly  bY
ROACHL'QYY  4R8'8D  R084C8I6  R0A'G  ROAY'EYR  €04€Y'8  RBCBE  QLORXR GRA'COC 04bGR  0RGLY  0000bE €8hbOS b g Lisblls N
OCARER ENANY OCARD'¢A o OCARDCA GbARO'S  GO'G 88b'CD  JOADT  0RCEL 00bCE  bLAX  ABAS ? ) aeblbls X
R0ASHRY 4b'¢0  ROAMRXBAR  GEBIR'OC QOCHE'ANRY  QIABEO'E  ¢48'¢  ARB'CAC 8R4 0080 0Qoog  0PASoC 8886¢ < ¢ lhab 8




Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

106

| 1ld ‘llp ‘blab] ‘lolab] bRl lalle § Bl

4 b b b b She Bilslle| llab] <€
<2 o) <8 <8 Q8 Ske Blolle|d Slojsblln /blojeblla bk 0F
gbbog 4R<E 226 o<t DEINN She BlBlaed/lodke  Q
<gb <<b <4b €db bob Ll telelle (b
I 06 06 06 b<< Lelle B98le (&
QR N €®gg Q44 824 Sle Blelle 4
884 obAarx Qo4x 043 LA (b2lalz) I3k BloR b b
8x'04q N EERNNN 20°86¢ 0b'28¢ bip. Sleldb) @
G4'0b6 GRbIIIG 84°409G RBRING 084S 1o2lo ot Q2% 3D |ebdlbod[ D
04'9948 9888 ¢r'gro8 Q0’0bA4G CA'G8¢H Qe 8
2074 204 d0'or4 204 2074 kaloll @
00’00} oo'og¢ 00° D¢ 00°00¢ oo’oog eislofe YIS ?
00°00% 00'00% 00'00% 00'00% 00°00% bohlofe ouullidbole <
8o-@oo} @o-good go-¢oor §o-ood 00-¢eg¢

bab lells PO Sfegdn

[(BESEREIES)

-8kl

Ll BB lololdbls Sl[licbfl BSRID ki febadlled]b



e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 107
AfHB-IV
IS ¥ o, ¥ G, W FfS, (HTET @ WWW

(=I5 B
94 = Yot feqe Yo qmR e Frerarerd Ad SEmER ¥ et
RIGEE)
595-9% .18 DY .5 SERCN 8.0¢ 85%
9a-9© ya.bo v.9% Q.98 6.8 b3.90 83%
¥9q9v-a8 29.¢9 .50 Q.55 90.0Y Y22 88%
¥948-9¢ 3q.%9 20.00 39.8% 0,50 V.53 8¢%
¥99¢-qY N2 .8 S¢.eYr 0.1 q8.3) 88%
¥9qu-99 O '8 .98 NRY) 00.5Y bbb ©8%
¥999-9v €@.90 Ob. S 09,20 O.bd 395.80 0%
S99b-95 48.9Y @259 8Y.90 89,9 SEY.5 W%
399a5-bo 985.85 98.99 qe. Y €a.@d 389.0% 0%
Sobro-brd 205.98 NUMNE12 S2R.65 IUNIBY:) Wb, 0% %1%
SO d-bY 29).08 399.09 3qU.58 9.85 859y 5%
SobR-b9 800.b3 20%.38 NN 3¢. b8 Pe.e8 0%
SobrO-br8 @€5R.89 ©09q.5Y 0EH.0Y Wobr. ¢ 9. O 2%
Sobr8-bre 158.99 0u8.4 ©qY.€R €050 399¢.Y9q 2%
SOl @by Y. 0E0.%0 8905 boY.qY 2069.¢5 5%
Sobu-brq 855.38 895.88 8rd.bd 4.8 3¢9d.50 8%
Soba-bb VoY, 9 0Eo.b8 ©28.95 V0.4 399b-.&5 89%
Sobb-bs 88¢.05 008 .U 03,59 5E2.24 .S 88%
Sobrb-5o 0L, 59 858.¢Y 30,0y  393.49 2859.8) ©5%
S950-5) 09,58 ©q9.¢ Y900 S3¢L.99 P03 &%
S95Y-5 885.9v 89.u3 0,00  SY0d.0H V2.0 V3%
SOB-59 819,83 GOU. MWYOHY  dEEH.q0 R4.¢0 5%
S559-58 LRSS @Y5.28 3895.8  SEE8.Yd 298¢.¢ €%
Yo58-5¢ QuE.vo ¢58.98 NOS.EY  SY0E.5 0030.5Y ©9%
SoBE-5Y 9y, LYE.68 5999.9y  5489.00 ©99, 99 ©9%
So5b-59 Py, 5¢ 00,59 Sob.88 bbb .u8 0855.¢9 8%
Yo5q-5b 85.8% bhd.5Y 00,55  3948.0Y 088b.brd 3%
Sosb-5 3¢50.95 390,54 0H0.8R  H4¢.98 8904.Y 8%
Y58-00 3¢ 95. 0% SEY5.U8 ©38OYY  05.95 890b.85 84%
2000-0% NEVARCYY YL LY Wr90.0b  AV4E.0Y @598 8v%
2005-03 3@V, S 599,90 8038.35  VUb.¢H ESDY.CH 8L%
00%-09 MUY 35%0.98 888¢.Rx  D90.8% ©929.18 8%
2009-08 3518.58 S8%¢.q¢ 85¢C.o  SHbra.5d €Ev9. 9 Y%




| lla ‘ol “Dloab| ‘lolab] kil b § Dle
| 590 lebidle] B2 bb@le Zle BB all) Ifldle BSIGOQ S|kl

N
]
S
Z
=
N
5
>
>
£ (26°2%) (80g) (YY)
§ %8¢ 80'Gbb  A388 bR'QC8e 20'q02 CR'8D  ALCESY  TO'4PEG  00°48DD 80-600%
M (8o'gR) (80o'g) (oeog)
g %8¢ CA'8b 1348 24°099¢  <QR48 XD 44°GADT €LY LA'LEGD ©0-200%
S (bb26) (68°8) (aa'8<)
5 %38 OR'AbL 4853 28H0bS  40°CeR AR'GA8  QCROLY  GD'A0DR  ¥HLOCRD ro-goor
E (0€'q6) (be'e) (28°8%)
3 %Aa8 88'b%b D8IV 84984  o'gox ARG, DATBAR  ACIRT  6O46KD go-00%
= (ab°¢8) (83'8) (ea'b)
[«5)
= %A% 28'AQb Q838 QAD'048E  OR'SOR CORAG  OX'bbIX  XAGACX  R4'08b8 00-8gg
2 bl Sllsbla
@ BMleallz bk 0
ozl " R belleblls belleblle
A Y Blodip: Blod.
Bl beals  odlbR) ke Sblazhdle  bolleds] odlbR)  odlpRle SR bk sab
(El2la ajl&))
lolsbb| Bldle@lle & bl Sgllie] o) SBJSY Lab
A&lefElls

108



109

| lbla “Blollld blkle ‘Blolb] ‘llab] Bl b 8 bl

oo’gogog 846G 00°¢Y6\8 28b 00'AILEG AR 80-G00R
00'AYLAG NN 00K <68 007806 48] G0-}0o0}
00°8Rg0G 483 00'QROG 606 08'Ibgo} AIGR Ro-Coor
28°dbgor AR bq'ogR8 448 000494 ENNCES ¢o-000%
00°049&¢Y bR 00°¢IG 84 bb'gbYLS CODR 00-88&¢
beleblls Sk bolbeblle Ske bolteblle Ske

Q&) Bheele] eRIElE bab

(BIIa delo)

Ielfledicblls EOYleccle] & 5121l [lokelle @ollalln faph. ik

s T 1 1A+ IO (TR P! oI iR S{oTed Fepbice et

TA-&lefB)ls



110 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

Afa#2-VII
G, 008 AT VX0 (SHOHT TSI JIENTH P TP
(=I5 B
TP A Jerge Rogd S Eomh
el offemd ofgge Bl gl HAfa
g2k

o) | IR @ &ifes rEiTa LobdoR}  8UbRY  8.9¢  bA% 890 380,94
ol omm TP

03 | Wiy REIbT @iel(o® 8998¢  308.0¢  bAd8  b% 30531 W54
(IBTeTSREe !

00 | G AT FHLD! Wrody 3.9 d100 b d0WR YO

08 | Y 393 ¢ PN &fiie WAL SOy dboo W% e €23
TR & (GAGHTer)

ot | el PRI Wiy RETTow w5t oLYd  WEE 908 W% Bbbo 5O

o | ST TF Ty vl D8O I0¢ M 5% do8y bk
Lumifees)

09 181 AR T FHAZH qQqUY 388V H38.8 9% 890%)  ©¢.98
718 egs «fefd 49 T-dova
JA(4TEF) 7 6 7 oK

ot | RrFf-arfere Tw et whpH SHOd 380 308V wu%  bHA G0

0 | QI CRAMTT WG PRUEN .64 0.99 % VA S0
wifw R Fph!

So | TR A AT Al TPl

3y | efeqama T favem q¢ 0.% 0 5% € oo
T 4 P!

5 | RTGH GDIREEE (CTeH=ITs NeYq 0.2 0.08 W% NeYq 0.0
w4 f sl 4 ot

39 | FIAGI (ST IPTRFTTS AL oG b oy W% o 0.9
TIRAIEA & O el Fph!

Tl e 03¢0 53¢.8¢  950.99 8% 80YA¥q  IH.09




s T 1 1A+ IO (TR P! oI iR S{oTed Fepbice et

111

AN TS PF/FHD 8
EF o AN offorge fod Rk Eoigel
Wy AR sffege W ARG AR
58 | Y FIIA G A AE  Spu88 305 598 300% oAb
TR &g (TFM A 7-br0)
N EGIRRES] 009y  ©.¢8 .95 SY% 898y .3
FIEHHTA e TS0
S | Wiz Smpne TgEw Ob30C¢  3¢.A¢ .9  Sb% Sp08b  ¢.o¢
Tl (TEfef)
59 | TAWEYA TR A8 3698  duba  do0% bbb o.0b
ey (f3)
S | G- IBGeTE Qv 0.0 0.0 Yo0% 9o 0.0d
AT 2FF
5 | IffIT Bowre aifid sifiem woee 9.4y Ao d00%  3Wd  S.ob
e & e TR e
(ZTW Aot T2-5b-9)
R0 | IHE &TF FQ LT 8rox o0 WD VX% D 0.t
BT AWl FLH!
(ZTM A T-299)
3y | MifFe /A rwelere ey 0.29 o5  d00% 9b 3.5
@I IS WO
eI F70!
3 | VR R A FHp 0o 8.0 do¢ 9i% 0o  8.90
Q9 | TANAFIE TS T W09  do0 O3  d00%
ST @3 (Clfe IFRIe%E)
R PIEF WAy ey WY 5e% 95,00 2.4
I3 %0000  S0.40  vee8y vt 8089¢¢.00 Wb

3 3 &g AfFEga [, [P, 4T ST, BT |



112

Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

AfaH2-VIII
e 1Y I [QfSx eeq Aew THAF owd T
FEH PR JITF 4TS TR Ee
Q000 Q00 00 X009 008
S 39 AN R S0 ¥
Q1 Bl EeevE 5 SR SO b
o Refeht s oRitn s @ Tesim,
T 517, 548! ST, T 51, 41 519, T
TR 6 T WIRel, (I (7N BT, % 39,
RO A, T 96/ R G, At AT 0%
W, AR T@HATTS, (16 T@eiife, 4 el 341,
AN &7 wrge, A, T e, ardet
TR, T o0, Foe <10, =iofe/ (ot
oirerm, e, T, A ¢ o v | 38 % N Yo ¥
8 | AR E 5 N Y v
¢ S (CrEm ¥ U S RO (O 5
beTfe YT et
T) I fefes Mg (@) S¢ 8.0 SO S0 5
9) PR oA e (G se ¢ 8 %
o) RN O AFHCAR Bl A et 3¢.¢o ¢ %8 Sy S
ELET]
7) fexifre 4wy ¢ i el fofer aert 4ol (qaifm wgem) 4 q q q q

T g Al ¢ Wiy i, e F WIS, 2008 |



e 3= A (TR - AT (O 7o) TR R ST Spoico Jieefon 113

AfafE-1X
EES el R do gRroE A (MR @R A
SRR Ay HAfwE &l At
SHBb-5H 388 595.0) 15.80 Jv8 500,98
SHHH-2000 NCN 95,93 €e.e LI yob-. 90
2000-0) e Q.00 NUMEL €5 0E8.u8
R00H-0% Vo 0b.ob \NIVACT¢q @Y 88¢.q¢

00X-09 D R4.80 Oe.CY &8Y ©08.89




The Nature and Extent of Income Generation by the
Borrower Households of Grameen Bank

Md. Humayun Kabir Majumder*

Abstract

This paper focuses on the nature and extent of self-employment and income
generation by the households of the Grameen Bank borrower. Attempt has
been made in the study to measure the socio-economic changes of the
borrower households and to disentangle the contribution of Grameen Bank
credit from the contribution of other factors of income generation available
to the borrower households. The study is based on primary survey data and
both qualitative and quantitative tools have been used to measure and
express the findings. Although the proponents of Grameen Bank have shown
tremendous success of the bank in their early studies, the present study
shows that the contribution of Grameen Bank loan in the total income
generated by the borrower households is very insignificant.

Introduction

The Grameen Bank (henceforth mentioned below as GB) came to scene as group-
based micro-credit institution in 1983 with a very high promise to eliminate rural
poverty. The proponent and appointed consultants of GB have shown excellent
positive impacts of the loan on the borrower households in the realm of self-
employment creation and income generation. On the other hand, some renowned
development experts have expressed their apprehension about the long run impact
of GB credit in the rural economy because of insignificant size and utilization
period of loan, high rate of interest and slower progress of non-farm sector in rural
area. The proponents of GB show more than 500 activities; mainly non-farm
activities for the rural borrowers to be accomplished by GB loan through which
the widespread poverty can be reduced. In the present study the change and
extension of the economic activities of the GB borrower households (after their

*  Dr. Mojumdar is an Associate Professor, Department of Economics, Rajshahi Government
College. Rajshahi.
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joining the GB) and the actual contribution of GB loan in the total income
generated have been explained..

Methodology

The study is based on primary survey data collected from GB borrower
households under the Rajshahi zone of GB. A total of 188 households of active
GB borrowers were selected by using random sampling method. The households
that received GB loan for less than 5 years till the survey time were not taken
under consideration. The data were numerically computed and shown in tables. It
deserves mentioning here that along with the primary data a number of relevant
studies done by some eminent experts were reviewed as the secondary source of
information. The quantitative estimation was done through computer using MS
Excel and SPSS tools. GB credit, Labour force, property and grants were
considered as the explanatory factors of income generation. And the function of
income were formed as:

Y=1(X, Xy, X3, Xy)
where , Y= income, X, =credit, X,=labour, X3 =grants and X, =property.
Model Selection

The stepwise regression, least squares techniques, auto correlation and multi co-
linearity techniques were taken as the model of estimation.

Section of the study

The study has been divided into two sections. The economic profile of the
borrower households are examined in section A and the contribution of GB credit
in the total income generation by the households are disentangled in section B.

Section A: The socio-economic profile of the borrower households

The socioeconomic conditions prevailing in the selected borrower’s households
before and after their joining the GB are examined here to consider whether the
micro-credit of GB actually and effectively reached the households of the poor
borrower’s in terms of self-employment and income generation.

1. Cultivable Land Ownership Pattern of the Respondent Households: GB
claims that it considers the land-less and asset-less i.e, the extreme poor of the
rural area as their borrowers. Table 1 shows the cultivable land ownership pattern
of the selected borrowers.
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Table 1 shows that at present 14.89 percent households have no cultivable land
but before their enrollment in the GB 10.11 percent of the selected households had
no cultivable land. It is also seen from the table that before joining GB 9.57%.
17.55%, 22.87%, 17.02%, and 22.87% households of the selected borrowers had

Table 1: Cultivable Land owned by the Respondent Households

Amount of cultivable land

(in decimals) At present Before enrolled
No. of Percentage No. of Percentage
respondents respondents

00-00 28 14.89 19 10.11
01-25 15 07.98 18 09.57
26-50 38 20.21 33 17.55
51-75 42 22.34 43 22.87
76-100 24 12.77 32 17.02
101 and above 41 21.81 43 22.87
Total .00 188 100.00

Source: Field Survey

01-25, 26-50, 51-75, 76-100, and more than 100 decimals of cultivable land
respectively. At present the 7.98%, 20.21%, 22.34%, 12.77% and 21.81%
households have 01-25, 26-50, 51-75, 76-100, and more than 100 decimals of
cultivable land respectively. Therefore the above table reveals that 62.77% of the
borrower households were not functionally land-less at the time of joining the GB.
On the other hand 5.86% of the borrower households became land-less and most
of the households lost some of their cultivable land during use of GB loan.

2. Total Number of Labourer in the Respondent Households: The number of
laborer in the households of the borrower before and after joining the GB is shown
in the following table.

Table 2 shows that the number of young laborers has significantly increased
among the borrower households in the period of GB borrowing. It is seen that at
present 25%, 29.26%, 34.04%, and 11.70% borrower households have more than
five, four, three and two laborer respectively. Before their enrollment in the GB
this percentage was 3.72%, 08.51%, 54.79% and 32.98% respectively. As the poor
families of the rural area depend mainly on daily labour the children of those
families instead of attending educational institution are engaged in some sort of
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Table 2: Total Number of Labourer in the Respondent Households
(Aged above 13 Years)

Total number of

laborers At present Before enrolled in the GB
Number Percentage Number  Percentage

02 22 11.70 62 32.98

03 64 34.04 103 54.79

04 55 29.26 16 08.51

05 and above 47 25.00 07 03.72

Total .00 .00

Source: Field Survey

income earning not related to household micro-credit, gross income of the
borrower households increases and supplements borrower’s ability to repay the
installments.

3. Main Occupation

Table 3 shows that at present the principal occupation of 43.09% of the borrower
households is agriculture, 13.30%, 16.49%, 08.51%, 04.79%, 03.19%, 01.06%,
01.60%, 01.06%, 01.06%, and 05.85% borrower households are engaged in petty
business, daily labour, rickshaw or van pulling, service, fishing, small poultry,
small manufacturing, husking, money lending and informal business respectively.

Table 3: Main Occupation of the Respondent Households

Main occupation of At present Before enrolled
the respondent No. of Percentage No. of Percentage
households respondents respondents
Agriculture 81 43.09 95 50.53
Petty business 25 13.30 21 11.17
Daily laborer 34 16.49 42 22.34
Rickshaw/Van pulling 16 08.51 12 06.38
Service/Field worker 07 04.79 04 02.13
Fishing 06 03.19 06 03.19
Small poultry 02 01.06 01 00.53
Small manufacturing 03 01.60 02 01.06
Husking 02 01.06 03 01.60
Money lending 01 01.06 00 00.00
Informal business 11 05.85 02 01.07
Total .00 .00

Source: Field Survey
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Before enrollment in the GB, respective percentage for these occupations were
50.53%, 11.17%, 22.34%, 06.38%, 02.13%, 03.19%, 00.53%, 01.06%, 01.60%,
and 01.06%. From the above table it is clearly seen that the GB programme could
not create self-employment for the borrower households remarkably.

4. Subsidiary Occupation of the Respondent Households: Majority
households in the rural areas have subsidiary occupations alongside main
occupations. The subsidiary occupations of the households of selected borrowers
before and after their joining the GB are shown in the following table.

Table 4 shows that at present 77.66% of the selected borrower households have
some subsidiary occupations in addition to the main one. Before enrollment in the
GB this position was 59.57%. Percentage of subsidiary occupations at present is
for agriculture 15.07%, for petty business 17.12%, for daily laboring 32.19%, for
rickshaw or van pulling 06.16%, for service 00.68%, for fishing 01.37%, for small
manufacturing 00.68%, for money lending 04.11% and for illegal border trade
22.60%. Before the borrowers enrollment in the GB the respective percentages for
this subsidiary occupations were 17.86%, 24.11%, 41.07%, 03.75%, 00.89%,
01.79%, 02.68% and 08.04%. It is seen from the table that only illegal border
trade has increased notably after the borrower enrollment in the GB, which is not
authorized by the government. On the other hand some of the borrowers have
started informal money lending with the loan of GB. So the loan of GB has
created a new class of usurer in the rural areas.

Table 4: Subsidiary Occupation of the Respondent Households

Subsidiary At present Before enrolled
Occupations N=146 N=112
No. of Percentage No. of Percentage

respondents respondents
Agriculture 22 15.07 20 17.86
Petty business 25 17.12 27 24.11
Daily laborer 47 32.19 46 41.07
Rickshaw/Van pulling 09 06.16 04 03.57
Service/Field worker 01 00.68 00 00.00
Fishing 02 01.37 01 00.89
Small manufacturing 01 00.68 02 01.79
Husking 00 00.00 03 02.68
Money lending 06 04.11 00 00.00
Informal business 33 22.60 09 08.04
Total 100.00 100.00

Source: Field Survey
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5. Capital Goods Owned by Respondent Households: It is seen during the field
survey that except one shallow tube-well and two sewing machines, main capital
goods of the respondent households consist of country-carrier like Rickshaw, van
and carts etc. The amount of capital goods is shown in the following table.

Table 5 shows that at present 10.64% and 3.72% households have one and two
capital goods respectively. Before joining the GB 7.45% and 01.06% households

Table 5: Capital Goods Owned the Respondent Households

No. of capital goods At present Before enrolled
No. of Percentage No. of Percentage
respondents respondents
00 161 85.64 172 91.49
01 20 10.64 14 07.45
02 07 03.72 02 01.06
Total .00 .00

Source: Field Survey

had one and two capital goods respectively. It is also seen that only 5.85%
households have become the new owner and 2.66% have increased the their
capital goods during the use of GB loan.

6. Amount of annual Investment of the Respondent Households in Farming

The amount of annual investment of the respondent households in farming is
shown in the following table.

Table 6 shows that at present 14.89% selected households have no investment in
farm activities but before joining GB 7.45% households had no investment in

Table 6: Total Investment of the Respondent Households in Farming

Amount (in TK.) At present Before enrolled
No. of Percentage No. of Percentage
respondents respondents

No Investment 28 14.89 14 07.45
Upto 4000 60 31.91 74 39.36
4001-6000 22 11.70 26 13.83
6001-8000 16 08.51 15 07.98
8001-10000 24 12.77 23 12.23
More than 10000 38 20.21 36 19.15
Total 188 100.00 .00

Source Field Survey
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farm activities. It is also seen from the table that at present 31.91%, 11.70%,
8.51%, 12.77% and 20.21% households invest upto TK.4000, TK. 4001-6000,
TK. 6001-8000, TK. 8001-10000 and more than TK. 10000 respectively. Before
joining the GB the respective percentage for these amount of investment were
39.36%, 13.38%, 7.98%, 12.23% and 19.15%. From this statistics it is seen that
the amount of investment of the sample households in farm activity has not
significantly increased. Moreover, some of the households have stopped
investment in farming after joining the GB.

7. Total Investment of the Respondent Households in Non-farm Activities

The success of the borrowers of GB obviously depends on creation and extension
of non-farm activities for self-employment as well as on increasing income earned
from borrowings. Table 7 shows total investment on non-farm activities or petty
business of the borrower households before and after joining the GB.

Table 7 shows that at present 62.23% of the selected borrowers have no
investment, 32.45% have a total investment of less than Tk. 10000 and rest
05.32% have more than Tk. 10000 investment in non-farm activities. Before
enrollment in the GB respective percentages for these level of investments were
68.62 percent, 28.19 and 03.19%. It is clear from the table that the number of
investors as well as volume of investment among the selected households in non-

Table 7: Total Investment of the Respondent
Households in Non-farm Activities

Total Investment in

non-farm activities (in TK.) At present Before joining
No. of Percentage No. of  Percentage
respondents respondents

No Investment 117 62.23 129 68.62
Bellow — 5000 26 13.83 22 11.70
Up to 6000 13 06.91 07 03.72
Up to 8000 06 03.19 08 04.26
Up to 8000 08 04.26 08 04.26
Up to 9000 02 01.06 04 02.13
Up to 10000 06 03.19 04 02.13
More than 10000 10 05.32 06 03.19
Total 100.00 100.00

Source: Field Survey
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farm activities has not increased significantly after their joining the GB. So GB’s
claim of the creation of self-employment in non-farm activities is not
substantiated in the study area.

8. Type of Non-farm Activities of the Respondent Households

The nature of non-farm activities i.e, petty business activities in which the
borrower households done is shown in table 8

Table 8 shows that the nature of non-farm activity or petty business activities in
which the borrower households are engaged remain almost the same except illegal
border trade and vegetable sale before and after joining the GB. The illegal border
trade has increased from 06.15% to 10.64% and the business of vegetable sale has
increased from 05.85% to 09.04%. We see that only 06.38 percent of the total
respondents started petty business after their enrollment in the GB. It is seen that

Table 8: Type of Non-farm Activities of the Respondent Households

Type of non-farm or

petty business activity At present Before enrolled
No. of No. of
respondents Percentage respondents Percentage

Grocery shop 06 08.45 05 08.48
Tea, betel-leaf etc selling 04 05.63 04 06.78
Hawkery / fari 05 07.04 07 11.86
Paddy/wheat husking

and selling 03 04.23 05 08.48
Vegetable and fruits selling 17 23.94 11 18.64
Tailoring and clothing 03 04.23 02 03.39
Milk-selling 01 01.41 02 03.39
Fish-selling 05 07.04 05 08.48
Poultry 02 02.82 01 01.69
Pottery 02 02.82 02 03.39
Illegal border business 20 28.17 13 22.03
Motor workshop 01 01.41 01 01.69
Transport business 02 02.82 01 01.69
Total 100.00 100.00

Source: Field Survey
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the progress of petty business and entrepreneurial activities among the borrower
households by GB credit is insignificant, although GB claims that almost 500
activities are done by its credit.

9. Length of Borrowing of the Respondents in GB

The length of membership of the respondents in GB credit program is shown in
the following table.

Table 9 shows that 2.66%, 10.11%, 22.34%, 21.81%, 23.40%, 14.89% and 4.79%
of the total respondents used GB loan for the period of ten years or more, 9 years,
8 years, 7 years, 6 years, 5 years and 4 years respectively. It is also seen that 67%
of selected borrowers have used GB loan for a period between 6 and 8 years. The
average length of membership is 6.87 years.

Table 9: Length of Borrowing of the Respondents in GB

Length of membership Number of respondents Percentage
10 Years and above 05 02.66
09 Years 19 10.11
08 Years 42 22.34
07 Years 41 21.81
06 Years 44 23.40
05 Years 28 14.89
04 Years 09 04.79
Total .00
Average use 6.87 years

Source: Field Survey

10. Total Amount of Loan taken by the Respondents from GB till Interview
Total amount of GB credit taken by the respondent’s households is shown in the
following table.

It is seen from table 10 that majority of the respondent’s households had already
received more than sixty thousand Taka before the field survey.

11. Purpose of taking GB loan:

The purposes of taking loan cited by the selected borrowers at the very first year
and in the present year are shown in the following table.
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Table 10: Total Amount of Loan Taken by the
Respondents from GB till Interview

Amount of GB loan taken till

interview (in TK. ) Number of respondents Percentage
Below-30000 02 01.06
30001-40000 12 06.38
40001-50000 13 06.91
50001-60000 23 12.23
60001-70000 28 14.89
70001-80000 32 17.02
80001-90000 34 18.09
90001-100000 16 08.51
100000 and above 28 14.89
Total 100.00

Source: Field Survey

Table 11 shows that most of the respondents have cited non-farm activities as
purpose of taking GB loan.

Table 11: Purpose of Taking Loan

Activities shown as purposes of loan In the present year/season  In the first year/season
Number of  Percentage Number of Percentage
respondents respondents

Husking and Trading 10 05.32 08 04.26

Cultivation 20 10.64 27 14.36

Milch-cow rearing 05 02.66 22 11.70

Cattle fattening 22 11.70 18 09.57

Fishing and trading 11 05.85 09 04.79

Processing and manufacturing activities 03 01.60 05 02.66

Trading and shop-keeping 66 35.11 61 3245

Rickshaw/Van purchase 22 11.70 14 07.45

Tailoring and cloth trading 03 01.60 02 01.06

Poultry raising 16 08.51 03 01.60

House building 02 01.06 11 05.85

Sinking Tube-well 03 01.60 01 00.53

Constructing sanitary latrine 02 01.06 00 00.00

Purchase of homestead 00 00.00 02 01.06

Lease-in of cultivable land 00 00.00 02 01.06

Seasonal business 02 01.06 03 01.60

Transport business 01 00.53 02 01.06

Total .00 100.00

Source: Field Survey
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12. Utilization of loan by the Respondent Households

Utilization of GB credit taken by borrower households is shown in the following
table.

Table 12 shows that in the survey year/season 60.11% of the total respondents do
not use their loan for purposes mentioned at the time of taking loan. A total of

Table 12: Utilization of GB Credit by the Respondent Households

Utilization pattern In the year/season First year/season
Number of Percentage Number of Percentage
respondents respondents
Full amount invested in
the mentioned field 14 07.45 18 09.57
Partly invested in the
mentioned field 61 32.45 85 45.21
Not used in cited/
productive purposes 113 60.11 85 45.21
Total .00 100.00

Source: Field Survey

7.45% borrower households used full amount and 32.45% used a part of loan on
productive purposes, which were shown at the time of taking loan. In the first
year/season of taking loan these percentages were 45.21%, 9.57% and 45.21%
respectively.

13. Annual Gross Income of the Respondent Households: The annual gross
income of the respondent households before and after their joining in the GB is

shown in the following table.

Table 13: Annual Gross Income of the Respondent Households

Amount of income At present Before enrolled
No. of Percentage No. of Percentage
respondents respondents

Upto-15000 06 03.19 16 08.51
15001-25000 56 29.79 74 39.36
25001-35000 72 38.30 52 27.66
35001-50000 34 18.09 36 19.15
50001-65000 16 08.51 08 04.26
65001 and above 04 02.13 02 01.06
Total 100.00 .00

Source: Field Survey
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Table 13 shows that at present 03.19 percent households of the selected borrowers
belong to the income group up-to 15000, 29.79%, 38.30%, 8.09%, 08.51%, and
02.13% belong to the income groups of Tk. 15001-25000, Tk. 25001-35000,
Tk.35001-50000, Tk. 50001-65000, and Tk. 65001 and above respectively.
Before enrollment in the GB the percentage for these income groups were
08.51%t, 69.36%, 27.66%, 19.15%, 04.26% and 01.06% respectively.

14. Changes in Total Income of the Respondent Households according to
Poverty Groups:

The changes in total income of the respondent households according to poverty
groups are shown in the following table.

Table 14: Changes in Annual Income of the Borrower
Households According to Poverty Groups

Poverty groups Income change Total number
No change Decrease in income Increase in income  of Households
Number Percentage Number Percentage Number Percentage
Extreme poor 1 0.53 27 14.36 9 4.79 37 19.68
Households

(Annual Per capita

income upto

Tk.3560)

Moderate poor 22 11.70 23 12.23 65 34.57 110 5851
Households (Annual

Per capita income

Tk. 3560-6287)

Vulnerable non-poor 2 1.06 4 02.13 35 18.62 41 21.81

Households (Annual per

capita income more

than TK. 6287)

Total .00
Source: Field Survey

From the above table it is seen that most of the households in which income has
increased have come from moderate and vulnerable non-poor groups. On the
other hand the amount of income has decreased in most of the poorest households.
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Section B: The Contribution of GB Credit in Total Income Generated by the
Borrower Households: A Quantitative Estimation

It is seen in the field survey that total income of the households of poor borrowers
is generated mainly by four factors, which are labour, property, credit and grants.
An attempt has been made here to disentangle the contribution of GB credit from
the contribution of other factors of income of the borrower households. The
income, which is generated by labour, property and grants without any influence
of GB credit is compared with the income, generated by GB credit so to asses the
actual contribution of GB in the total income generated by the borrower
households. The function of income of the sample households is

Y=1(X}, X5, X3, Xy)
where , Y= income, X; =credit, X,=labour, X5 =grants and X, =property.
1. Model Selection

The stepwise regression model of Katheleen care has been taken as the technique
for solution. Least squares techniques, auto correlation, multi co-linearity are also
studied here.

2. The Kathleen Carey Model
The model follows as
ey =f(x;, B ).e€ 1=1,2,3,4 (1)

Where, f(x; ;p; ) = C X B! Xop2 X3p3 X4p4 and € g an error term which is
assumed to be normally distributed with mean zero and variance 2 ; | are some
unknown constants, which are estimated by the method of least squares
techniques and C is a constant.

3. Estimation of Unknown parameters B; (i = 1, 2, 3, 4) : The model (1) can
also be written as

Y=k+Bx;+BXptPyx3+Byxy+ €
Where, x; =InX; andk =log C

By least 4 (o) :chniques

dp, =0 gives
P=Cx/ X)'1 X''Y with least variance G(X/ X)'1 and k=¥- 6 %, SBoXe
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The estimated model is

ey =C X11-033 X20-610 X3'0-101 X4'O'108. S @ reereeereeeeessenien (2)

The regression equation is
Y =k +0.320 x; +0.610x, - 101 x5 -0.108 x4 + € ..o, (3)

Since it is assumed that the income of the sample households depends mainly on
the explanatory factors x,, X,, X3 and x4 it is necessary to conduct Analysis of
Variance (ANOVA) techniques to verify the significant variation in Y due to the
variations in Xj.

The calculated value of F is 13714.17 and the tabulated value of F with (4,183)
degrees of freedom (df) at 5% level of significance is 2.37. Since the calculated
value of F is greater than the tabulated value, so the value is significant at 5%
level.

Table 1: Analysis of Variance (General)

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom (df)  squares (SS) of squares (MSS)

Due to Xy, X5, X3, Xy 4 569961.76 142490.44 13714.17
Residual 183 1901.37 10.39

Total 187 571863.14

In order to analyze the individual and combined effects of the explanatory factors,
the contribution of each factor is estimated here by using the regression
techniques. Let B; = Coefficient of X in the simple regression of Y on Xj

The explained sum of squares due to Xj alone is f;YXj. From these quantities the
following ANOVA tables are set up.

Table 2: Analysis of Variance- Due to Xy alone

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom (df)  squares (SS) of squares (MSS)

Due to X, alone 1 373743.25  373743.25  2875.13
Addition of X5, X3, X4 3 503295.18  251647.59 1935.88
Due to X1, X,, X3, X4 4 377307.16 125769.05

Residual 183 23918.45 129.99

Total 187 401225.61
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The significance of X alone can be tested by computing the residual sum of
squares giving F=2875.13 with (1, 183) df, which is found significant at 5% level.
Similarly the additional effect due to X,, X5, X, is tested by F= 1935.88 with (3,
183) df, which is also significant at 5% level.

The significance of X, alone can be tested by computing the residual sum of
squares giving F=41981.29 with (1, 183) df, which is found significant at 5%

Table 3: Analysis of Variance- Due to X, alone

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)

Due to X, alone 1 436185.59  436185.59  41981.29
Addition of X, X3, X4 3 503797.46 16793249  16162.90
Due to Xy, X5, X3, X4 4 569961.76  142490.44

Residual 183 1901.37 10.39

Total 187 571863.14

level. Similarly the additional effect due to X, X3, X, is tested by F= 16162.9
with (3, 183) df, which is also significant at 5% level.

For testing the significance of X5 alone, the calculated value of F is 242.615 with
(1, 183) df, and is found highly significant at 5% level. Similarly the additional

effect due to X, X,, X, is tested by F= 18102.94 with (3, 183) df, which is also
significant at 5% level.

Table 4: Analysis of Variance - Due to X3 alone

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)

Due to X5 alone 1 2520.77 2520.77 242.615
Addition of X, X5, X4 3 564268.65 188089.55  18102.94
Due to Xy, X5, X3, X4 4 569961.76 142490.44

Residual 183 1901.37 10.39

Total 187 571863.14
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For testing the significance of x4 alone, the calculated value of F is 2875.13 with
(1, 183) df, and is found highly significant at 5% level.

For testing the additional effect due to X;, X,, X5 the calculated value of F is
1935.88 with (3, 183) df, which is verified significant at 5% level.

The results obtained from above discussion are assumed up and shown in the
following table.

In the model (6.1), the net effects of the factors X; (i = 1,2,3,4) are also tested
with the help of t-test, after framing the suitable null hypothesis

Ho:B;j=o0; 1=1.234.

Table 5: Analysis of Variance- Due to X, alone

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)
Due to X, alone 1 373743.25  373743.25  2875.13
Addition of Xy, X,, X3 3 503295.18  251647.59 1935.88
Due to X, X,, X3, X4 4 377307.16 125769.05
Residual 183 23918.45 129.99
Total 187 401225.61

B, —B, (NH
The test statistic is t= BB (NH) @)

12
z e, /n-k \/a
i=1

Where a;; is the appropriate diagonal element in (X/ X)'1 matrix and

€i=Y; k- 1.003 X, - 0.989X,+ 0.928 X; + 1.002 X,

Below are the values of standard errors and corresponding test statistics of the
estimators f;

Table 6: Percentage Contribution of Factors

Factors X4 X, X3 Xy Total
% contribution 03.86 86.09 01.33 09.79 100.00
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4. The Regression Line based on 3

From the model (3), the least-squares estimates of the coefficient B; are calculated
by using the formula.

Bi— (X/X)"' X'Y and denote residual (5)
& yikByxgByxg BaxgiByxy

According to least square line, we have

yi= Vit o B
Yi2 = ZYi +zei since, 258 =0
Table 7: Standard Error and T-value of the Coefficient
Coefficient BI =1.003 '[32 =0.989 '83 =0.928 '[34 =1.002
SE( ﬁi ) 0.064 0.013 0.112 0.021
t-values 15.74 78.13 8.28 47.48

In other words, the total variation of y values about their sample mean is split into
two parts. The first is the variation of the y values about their mean. This is often
referred to as the sum of squares “due to” or “explained by” the linear influence
of Xj. The second component is the residual or unexplained variation of y values
about the least — squares line.

5. The coefficient of Multiple Correlation

In the four variables (Y: X1, X5, X3, Xy), the coefficient of multiple correlation
in terms of residual variation about the regression plane based on (1.3) is

Zef

R2 = S =0.99 67 \eroereeeeeee e (6)

Adjusted multiple correlation coefficient, R’= [1-(1-R)(n-1D/(n-k)]=
0.9966 and both are verified ‘significant’.
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6. Auto-correlation study

To examine the relationship between the successive values of different
explanatory variables and test the statistical validity of the estimation the auto-
correlation is also studied as follows.

Hence, Cov € Ej) =EE- E(§) ] Ej— E(§)) ]
= E(eiej)=0 forei €j
=621 fori=j|.
A simple case of linear relationship between any two successive values of is
EtTPt] TV )
Where, E (v) =0; E [ vy, vp] = 02 1

The formula of auto-correlation coefficient () is

n
z €€
= =
n
2
z €
=2

To test the significance of auto-correlation coefficient, the Durbin -Watson — test
statistics is

1 2
2(e¢ep)
d= =2 e, 9)
n
Zetz
t=2

Here the null hypothesis Ho: p= 0. The approximate relation between d and p is
d=2(1-p).

From this expression it is obvious that the value d lies between 0 and 4.

Firstly, if there is no auto-correlation i.e, p= 0 then d =2 and if p=+1, Thend =
0. From this it is inferred that there is perfect positive auto-correlation. If p =-1,
then d = 4; and it is concluded that there is perfect negative auto-correlation.

Secondly, based on the range of d statistic, Durbin-Watson have calculated upper
(dy) and lower (d)) value of d.
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When d <dp, the null hypothesis will be rejected.
d > d,;, the null hypothesis will be accepted.
and as long as d <d <d,,, the test is inconclusive.

So, from the result of the above test it is clear that our estimation is unbiased and
valid.

7. A study based on multi-collinearity

A crucial condition for the application of Least Squares to obtain estimators of the
model (1.1) is that the explanatory variables are not perfectly linearly related. i.e.
p (X Xj) 1. The term multi co-linearity is used to denote the presence of linear
relationship among explanatory variables. If the explanatory variables are
perfectly linearly related, the parameters become indeterminate and it is
impossible to obtain exact numerical values for each parameter separately and the
method of least-squares breakdown. Multi co-linearity is not a condition that
either exists or does not exist in economic functions but rather a phenomenon
inherent in most relationships due to the nature of economic magnitude. There is
no conclusive evidence concerning the degree of co-linearity, which, if present,
will affect seriously the estimates. Further the standard errors of the estimates
become infinitely large.

In order to verify the presence of multi-co-linearity and the extent of its influence
on the estimators, a simple correlation matrix based on the variables (Y: X, X,
X3, X,) is calculated and the values obtained are presented in Table 8.

Table 8: A Correlation Matrix based on the Determinants (Y; X;)

Y X, X, X3 Xy
Y

X 0.654""

X, 0.879"" 0.368""

X3 -0.062 -0.120 -0.092

Xy 0.810™" 0627 04577 -0.127"

** Correlation is significant at the 0.01 level and * Correlation is significant at the 0.05 level
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From the above table it is clear that the explanatory variables (Y, X,), (Y, X4)
and (Y, X;) are highly multi-collinear since r (Y, X,) = 0.879, r(Y, X,)= 0.810
and r (Y, X;) = 0.654.

8. Reliability of Estimators

By a ‘perfectly reliable’ measurement means that it is completely accurate, free
from error or no bias. But in practical survey work, it is very difficult to obtain a
total reliable data and hence the estimates or conclusions expected from the
collected data may lead to some errors. There are several operational conceptions
of reliability of estimates, depending upon how it is estimated from collected data.
The total variance (Gyz) can be written as

2= 4+ 2
Oy e’ s e (10)
Hence Gy2 denote the true variance and Ge2 denote the error variance.

Thus the measurements as having two components, a true measurement ( Y ) and
Error term (e) satisfy an equation

A

y=" +e

Reliability was defined as the proportion of the total variance to the true variance.
Dividing (1) by Gyz, we have

% o

2

y

c
2
gclcsy

The reliability of these measurements is given by the ratio
2
2 .
o,/ Gyz or in other term  1- 6,2 /0,

Letting r;; stand for the coefficient or reliability, we have two alternative equations

as
2

2 o

;=05 /Gyz or ;= 1- Ge2 /Y
The summary of results from the above study is presented in the following table.
From the above estimation the following conclusions can be drawn

1. The coefficient of multiple determination in the group (y: X, X5, X3 X4) 1S
0.9967 This implies that 99.67% of the total income of the respofldents’
households is being generated from combined participation of the mentioned
four factors.
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2. A high multicollinearity between credit income (X;) and property income
(X4); labour income (X,) and property income (X,) is seen.

3. The autocorrelation coefficient is least and insignificant.

4. Among four explanatory variables considered in this study, it is observed that
contribution of the variable x3, i e. grant income towards income generation
is least significant.

9. Stepwise Regression: Stage- I

Excluding the variable x; i.e the grant income, whose contribution towards
income generation is insignificant, the Kathleen Carey model is used considering
the other three variables viz. X, X, and X,.

eY = C X, 1007, X,0985X, 0987 g ssssereeeersssssees (11).

In order to analyze the significant contribution of these explanatory variables, the
ANOVA techniques are applied for the group (Y: X, X,, Xy).

Table 9: Summary of Estimators, Corresponding Test Statistics for Model 1

Least Square Estimates p 1=1.003 p 2=10.989 B 3=0.928 p 4=1.002
SE( ﬂi) 0.064 0.013 0.112 0.021

t — value 15.74 78.13 8.28 47.48
F-value 24079.47 41981.29 242.615 35971.44
Multiple correlation

coefficient R2 =0.9967

Adjusted Multiple

correlation coefficient R’_ 0.9966

Auto correlation
coefficient & d-

statistics P =0.436 d=1.128
Coefficient of reliability  r, = 0.856

The calculated value of F is 140.11 for (3, 184) df and is verified significant at
5% level.
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The individual and combined effects of each explanatory variables in the group
(Y: Xy, X,, X,) are analyzed with the help of appropriate ANOVA and regression
techniques.

For testing the significance of X, alone, the calculated value of F is 264.69 for (1,
184) df and is significant at 5% level. In testing of the additional effect due to X,
and X, in the group (Y: X,, X,), the calculated value of F is 198.11 for (2,184) df
which is also significant at 5% level.

The calculated value of F, in testing of the significance of x, alone is 461.47 for
(1, 184) df which is evidently significant at 5% level. Similarly the calculated
value of F for testing the additional effect due to X; and X, in the group (Y: X|,
X5, X4) 18 209.77 for (2, 184) which is significant at 5% level.

For testing the significance of X, alone, the calculated value of F is 395.41 for (1,
184) df which is highly significant at 5% level of significance and testing the
additional effect due to X; and X, in the group (Y: X, X,, X,), the calculated
value of F is 266.23 for (2, 184) df which is verified insignificant at 5% level.

After omitting the variable x; i.e. credit income, which is found highly
insignificant, the share of each of the given explanatory variables X, X, and X,
in the total contribution towards income generation of my study area is estimated

Table 10: Analysis of Variance Based on (Y: Xy, X3 X4)

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)

Due to Xy, X5, X4 3 397307.16 132435.72 140.11
Residual 184 173918.45 945.21

Total 187 571225.61

as 4.11 percent (X), 88.67 percent (X,) and 8.22 percent (X,). Even among these
three, X, has been found more significant than the other two variables.

In the model (6.10), the effects of the factors X, X, and X, are also tested with
the help of student t-test statistic, by framing the following null hypothesis i.e., Ho
:;=0, 1=1, 2, 4 and results are presented in the following table.

From the above statistics, the following inferences are drawn.
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Table 11: Analysis of Variance- Due to X, alone

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)

Due to X alone 1 250185.72 250185.72 264.69

Addition of X5, X4 2 374511.40 187255.70 198.11
Due to Xy, X5, X4 3 397307.16 132435.72

Residual 184 173918.45 945.21

Total 187 571225.61

1. The coefficient of multiple determination in the group ((Y: X, X,, Xy4) is
0.958 This implies that the three factors jointly influence 96% of income
generation of the sample.

2. The autocorrelation coefficient is negative and is insignificant.

3. Among these three variables considered for the study, it is observed that the
factor X, -the credit income is observed to be least significant. Though
variables such as X;, X, and X, combinedly influence the income, X5 the
grant income is found insignificant and are excluded in the following

analysis.

Table 12: Analysis of Variance - Due to X, alone
Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)
Due to X, alone 1 436185.59 436185.59 461.47
Addition of X, X4 2 396550.34 198275.17 209.77
Due to X, X,, X4 3 397307.16 132435.72
Residual 184 173918.45 945.21
Total 187 571225.61

Table 13: Analysis of Variance- Due to X, alone
Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)
Due to X, alone 1 373743.25 373743.25 2875.13
Addition of X, X, 2 503295.18 251647.59 1935.88
Due to Xy, X5, X4 3 547307.2 182435.72
Residual 184 23918.45 129.99

Total 187 571225.61
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10. Stepwise Regression Techniques: Stage 11

Excluding the insignificant contribution of x5 the income determinant model
stands as

- €
ey =C X, 1018 X, 1168 ¢
ey = C X, 1018 X, 1.168 €S, (12)
To analyze the significant contribution of these two explanatory factors, the

following ANOVA tables are formed.

The calculated value of F is 3717.42 for (2. 185) df, which is significant at 5%
level. The individual and combined effects of each explanatory variable viz. X,
and Xy are tested with the help of the following ANOVA table.

Table 14: Percentage Contribution of Factors

Factors X; X5 X4 Total
% contribution 04.11 88.67 08.22 100.00

It is observed from the Table 18 that excepting the additional effect due X, and
X4, all other cases prevalent in course of preceding analysis are significant.

Table 15: Standard Error and T-value of the Coefficient

Coefficient Bio100m  Przooss Pi=oosr
se( P 0.075 0.015 0.025
t-values 13.520 66.602 40.158

Table 16: Summary of Estimators, Corresponding Test Statistics for Model 2

Least Square Estimates ’81 =1.007 '82 =0.985 ﬂ‘* =0.987
SE( ﬂi) 0.075 0.015 0.025

t — value 13.520 66.602 40.158
F-value 264.69 461.47 395.41
Multiple correlation coefficient RZ =0.958

2
Adjusted Multiple correlation coefficient R*=0.957

Auto correlation coefficient & d-statistics P 0.5085 d=0.983
Coefficient of reliability 1y = 0.702
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The following table provides details regarding the percentage contribution of each
explanatory variable X, and X, with the help of R in the group (Y: X,, X,).

The coefficient of multiple determination in the group ((Y: X,, X,) is 0.9343. This
implies that the two explanatory factors jointly influence 93% of income
generation of the sample households. So, it can be concluded from the above
discussion that income primarily depends on labour and next depends on property.
So the impact of the loan of the GB on income generation of the households of
sample borrowers is not as large as it in claimed to be.

Table 17: Analysis of Variance based on (Y: X5 X,)

Source of variation Degrees of Sum of Mean sum F-ratio
(SV) freedom squares (SS) of squares (MSS)

Due to X,, X4 2 557356.97 278678.49 3717.42
Residual 185 13868.64 74.97

Total 187 571225.61

Table 19: Percentage Contribution of Factors

Factors X, Xy Total
% contribution 89.21 10.79 100.00

Table 20: Standard Error and T-Values of the Coefficients

Coefficient ﬂz =1.018 '84 =1.168

SE( 'Bi ) 0.021 0.029
t-values 49.490 40.204
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Table 21: Summary of Estimators; Corresponding
Test Statistics for Model 3.

Least Square Estimates '82 =1.018 '84 =1.168
SE( ﬂi) 0.021 0.029
t — value 49.490 40.204
F-value 5818.14 4985.24
Multiple correlation coefficient R2 =0.9355

n2
Adjusted Multiple correlation coefficient R*=0.9348
Auto correlation coefficient & d-statistics P -03585 d=1283
Coefficient of reliability re = 0.978
Conclusions

This study discusses various individual and household information of the GB
borrowers, their assets and liabilities, expectations and achievements. Comparing
their socio-economic conditions before and after joining GB, it is seen that after
the use of GB loan for a period of 7 years on an average the socioeconomic
condition did not significantly improve. No sustainable entrepreneurial activities
have created by the borrower households. From the quantitative analysis
regarding the contribution of GB credit in the total income generation of the
sample household it is seen that the contribution of GB credit in the total income
is not very significant. The income generations of the households were found to
be dependent mainly on labour, which is independent of credit affairs. So GB’s
assertions of creating self-employment and income generating activities for the
borrower households is mostly hypothetical and by no means GB credit can be
considered as a magic key to poverty alleviation.
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Managing Flood in Bangladesh 2004:
Facts and Caveats

Mahfuz Kabir*

I. Introduction

Flood is a general and temporary condition of partial or complete overflowing of
normally dry land area. Collapse or subsidence of land along the shore of a lake
or similar body of water as a result of erosion or undermining caused by waves or
currents of water exceeding anticipated cyclical levels result in a flood.

Bangladesh generally witnesses four types of floods: flash floods, riverine floods
rain floods, and storm surge floods. Flash floods occur in the eastern and northern
rivers, along the borders of Bangladesh. These are characterised by a sharp rise in
water level and high water flow velocity, an outcome of exceptionally heavy
precipitation occurring over neighbouring hills and mountains in India. Riverine
floods stem from the spilling of the major rivers and their tributaries and
distributaries generally rise and fall slowly over 10-20 days or more and can cause
extensive damage to property and loss of life. Depth and extent of floods and
associated damage are extensive when the major rivers reach their peaks
simultaneously. Rain floods are caused by high-intensity local rainfall of long
duration in the monsoon. Extent and depth of rain water flooding varies with
monsoon from year to year depending on the amount and intensity of local
precipitation and current water levels in the major rivers that control drainage
from the land. Storm surge floods occur in the coastal area of Bangladesh, which
consists of large estuaries, extensive tidal flats and low-lying islands. Storm
surges generated by tropical cyclone cause widespread damage to property and
loss of life in coastal area.'

Bangladesh is a land of many rivers and heavy monsoon rains. Therefore the
country is subject to inundation by overflow from the riverbanks due to drainage

* Research Officer, Bangladesh Institute of International and Strategic Studies (BIISS), Dhaka.

1 Mirza, MMQ (2002): “Global warming and changes in the probability of occurrence of floods
in Bangladsh and implications ”, Global Environmental Change 12 (2002), pp 127-138.
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congestion, rainfall run-off, and storm-tidal surges. Some 20 to 30 per cent of the
total land surface is flooded every year during the wet monsoon. During the peak
flow season, July to September, most of the rivers overflow their banks, and
deposits silt on the floodplains. These normal floods are considered a blessing for
Bangladesh as it provides vital moisture and fertility to the soil through the
alluvial silt deposition. Only abnormal floods are considered disastrous, that is,
the high-magnitude vents that inundate large areas, and cause widespread damage
to crops and properties. In the years 1988 and 1998, two devastating floods
inundated more than 65 per cent of the geographical area of the country. In the
year 2000, Bangladesh witnessed an unusual flood over its usually flood-free
southwestern plain, which also caused loss of life and massive damage to
property. In the year 2004 the flood appeared as a devastating one. The causes of
devastating floods are: Bangladesh’s location in the downstream of Padma,
Meghna and Jamuna river basins; excessive rainfall in the catchment area;
synchronisation of the peak water levels of all the major rivers of Bangladesh;
sometimes solar eclipse retards the outflow of water drainage by raising the tidal
level; earthquakes cause tectonic anomaly in the Himalayan region and the Bay
of Bengal; monsoon rainfall and melting of snow in hills in the upper basin area;
and infrastructure development with inadequate drainage facilities.2

According to CPD (2004)3, there are some other reasons that led to flood 2004:
Deforestation and sedimentation, riverbank erosion, unplanned construction of
bridges and dams, encroachment of flood retention areas, obstacles in flood-flow
zone (i.e., construction of various types, legal and illegal); and there are some
incremental reasons as well: Excessive monsoon rainfall in the upper stream of
the Brahmaputra basin combined with high tide, that induced higher water level
in rivers, particularly in Meghna, contributed to the initiation of the Flood 2004.
However, the intensity of flood 2004 was more severe than what is usually the
case and was the most severe since the 1998 flood. Flood 2004, indeed, inundated
a relatively large land area and caused significant damages to property and lives.

Given this context, the paper deals with some critical economic issues of
management of flood 2004. After introduction, the second section deals with the
conceptual and historical dimensions of flood and poverty in Bangladesh since it
is the poor who are affected the most by floods and other natural disasters. The

2 Many patriotic version of the definition of flood in Bangladesh incorporate the view that it is
somehow imposed by our big neighbour India, which is not true.

3 Centre for Policy Dialogue (2004): Rapid Assessment of Flood 2004, Dhaka, available at,
accessed on 21 September 2004.
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third section deals with the salient features of flood in Bangladesh 2004. In the
fourth section the role of state and non-state actors in management activities is
discussed. Conclusion and policy options are suggested in the final section

I1. Flood and poverty

As mentioned earlier, the poor are the prime victims of flood. Floods principally
affected poor men, women, children and elderly people in the previous years in
Bangladesh. Halving extreme poverty by 2015 is the first and foremost national
objective set out in the Interim Poverty Reduction Strategy Paper (I-PRSP)4. In
the thematic paper to finalise the PRSP5 flood management is seen in the
perspective of poverty reduction and social development goals. In this backdrop,
the conceptual framework of the relationship between flood and poverty is
depicted in Chart 1.

At a micro level, flood vulnerability and poverty are interrelated, and poor
households are particularly vulnerable to floods. In national economy it creates
severe budgetary and balance-of-payments difficulties. Both the aggregate
demand and supply squeeze due to flood, but aggregate supply schedule contracts
more creating short-term price hike and medium-term inflation. Both affect low
income groups severely. The extent of crop damage depends on the timing of a
flood. If the monsoon rain and resulting flood come before dry-season crops are
harvested, the loss could be serious. Similarly, untimely flash floods in the
northern and northeastern region can cause severe crop damage. Flood impacts at
the micro-level are found to be more severe, compared to those at the macro level.
Poverty is found to be fundamental to flood hazard vulnerability: the poorest of
the poor have the most to lose in proportional (to asset value) terms. The poorer
the household or firm or farm, the higher is the percentage of damage to their asset
values. Thus they are worse off in proportional terms. They are also worse off in
linkage terms. Price hikes compounded by abrupt fall in employment and real
wages in the aftermath of floods hit the poor in the worst way. In effect, this
causes malnutrition,® and the existing poor health of the poor further deteriorates,

4 Economic Relations Division (2004): Bangladesh: A National Strategy for Economic Growth,
Poverty Reduction and Social Development, Ministry of Finance, Government of Bangladesh.
This is equivalent to I-PRSP is the context of other highly indebted poor countries (HIPCs).

5 Thematic paper 10 for final PRSP.

6 For details see: Paul Dorosh (2004): Floods and flood security in Bangladesh: The 1998
experience and implications for 2004, Presented in the seminar at BIDS, Dhaka, 25 September
2004.
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with the likelihood of many becoming crippled in the long run. As the poor are
not equipped to cope with floods, they become poorer because of their poverty,
suggesting that disasters and poverty operate in a vicious cycle. Therefore,
poverty, which is caused by the lack of access to resources, is a fundamental cause
of hazard vulnerability.

Chart 1 : Flood and poverty in Bangladesh: A conceptual framework

Higher %-age Price Fall of employment Deterioration of
of asset loss hike and real wage nutritional status

.

Poor
Households

Poor households become poorer and
fall in vicious circle of poverty

The distributional effects of flood impacts are important because these are
associated with sustainability of development. Different types of floods have
different types of impact. Storm surge proves to be the most destructive,
especially by causing huge human losses, particularly the less equipped poor that
have fragile houses. Evidence suggests that floods deepen poverty and help
widen the income gap between the rich and poor. For example, impact study on
flood shows that on an average a poor household suffers (in terms of losses
proportional to value) 4, 5 and 3 times as much, compared to that suffered by a
rich household, in a river flood, flash flood and storm surge, respectively.
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Thus, floods not only accentuate poverty but they may widen the income gap
between the rich and the poor.” This problem poses questions regarding equity and
sustainable development.

Chart 2 : Flood affected areas in Bangladesh over the years

Data source: Chowdhury (2002) and CPD (2004).

I11. Flood 2004 and its management

Damage and costs of flood

As per the government estimates, 36 districts, 261 upazilas (sub-district) and
2,396 unions were affected by flood. Total affected area was 31,133 km2. An
estimated 6,847,077 families were affected, and reported deaths were 628. 20,674
livestock was dead; crops of 1,448,816 acres destroyed and 1,102,000 acres
partially damaged. A total of 858,202 houses was destroyed and 3,159,235
partially damaged. 13,541 km road network was destroyed and 42,996 km

7 However, there is also a close relationship between duration of flood and victims in
Bangladesh. Analysis of data from 1974 to 2004 reveals that there is a positive and significant

relationship between duration of flood and victim from food as follows:
sksksk sksksk

InVICT; = 12.68° " +0.88°  DUR¢ t=1,...,n;n=28
se =(0.73) (0.03)
2 =026 (<0.5), F=9.25"**
Where, InVICT; = Natural log of number of victims of flood in year ¢ él, é2 = Intercept
and slope coefficients; DUR; = Duration of flood (days) in year ¢. The simple semi logarithmic

regression results show that if the duration of flood increases, the number (percentage of victim)
increases. The regression is based on the data provided by the Bangladesh State of the Environment
Report 2001, ed by QI Chowdhury, Forum of Environmental Journalists of Bangladesh, Dhaka,
2002, and CPD (2004), ibid.
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damaged; 5,338 bridges and culverts, and 3,014 km embankment was damaged.
Among the human development infrastructure 1,225 schools were destroyed and
23,439 was partially damaged.?

Cost of total damage is estimated to be Tk 42,000 crore by the UN World Food
Programme (WFP) or 12.81 per cent of the current GDP at market price. But as
per CPD’s estimation it was Tk 11,419 crore or 3.4 per cent of GDP. However, as
per a recent estimate by World bank and ADB it is about Tk 13,000 crore.

As per CPD’s estimation the flood damage in agriculture, infrastructure,
residential, industry, education and health sectors were Tk 2920, 3867, 3706, 531
and 48 crore respectively. Flood affected almost 25 per cent of the total
population. It persisted for more than 45 days. It covered an area about 30582
km2, i.e., 20.72 percent of Bangladesh’s total land area. Mortality as percentage
of total affected people was 0.002 per cent, and total mortality was 638 in 2004.
In the flood of 2004, fifty one per cent of the districts were severely affected.

However, the cost estimated by CPD lacks human costs of flood, viz, cost of lost
human lives and costs of sufferings both from diseases and daily life during flood,
increased transportation cost, and cost of lost jobs and businesses.

Shelter and relief®

For an effective management of flood related crisis there has to be adequate
number of temporary shelters with adequate safe water, sanitation, food and
medicine as poor and marginalised people mostly take shelter in these places.
Total number of shelters opened is 5,021, and number of people in shelters is
1,683,839. That is, on average about 335 men, women and children was in one
temporary shelter during flood, and it seemed from the newspaper reports that
there was overcrowding in the shelters. Moreover those shelters were not
equipped with the required sanitation infrastructure. As a result, there was a
serious threat of outbreak of disease in the affected areas. Many of the flood
shelters had gone under water, and people had to suffer from the absence of proper
facilities for toilets and cooking. Lack of access to safe drinking water was
recurrent and people were able to manage pure drinking water from the tube wells
far away from their shelters that had not been submerged by the flood water. In
places where diarrthoea and other water borne diseases were frequent, there was

8 Source: http://www.angeltowns.com.

9 Reliefis an instrument of flood-related crisis management, which may be treated as an integral
component of flood management as it enhances short-term food security and nutritional status.
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an urgent need for supply of medicine. The stock of medicine was also quite
inadequate. Thousands of people also took temporary shelter on roads, footpaths,
dams, and embankments as well.

However, as per CPD (2004) finding, there was a strong and significant positive
correlation (0.86) between the amount of relief allocated for distribution and the
number of flood affected people in the districts. In their interpretation,
government had been “successful” in allocating higher amount of relief for
districts where larger number of people were affected. However, some extreme
situations were also observed, e.g., per capita relief distribution was very high in
Laxmipur (Tk. 628.09), and Kushtia (Tk. 283.82), high in Rangpur (Tk. 90.91),
and very low in Gazipur (Tk. 7.60), compared to the national average per capita
distribution (Tk. 19.97).

Normativity of relief distribution: Question of social justice

If we consider the distribution of relief as an economic problem, one of the three
fundamental questions arises: for whom the relief is. The answer is, of course, that
the districts in which more people are victims of flood will get higher amount of
relief, and the amount of relief will be dependent on the severity of flood. That is,
higher amounts of relief need to be distributed as the severity of flood increases,
or higher weights need to be given to the highly affected regions (severely and
very severely, respectively), which is consistent with the fundamental concept of
distributional justice. However, CPD results mentioned above also justify it in the
context of flood 2004. But in the following analyses the results are inconsistent
with distributional justice.

Table 1 reveals that in terms of internal dispersion in the distribution of relief,
coefficient of variation (CV) was very high within severely affected districts
compared to other districts. That is, disparity in relief distribution was very high
within that group. However, a high Gini coefficient also suggests that inequality
in relief distribution was high within the flood affected districts.

Table 1 : Inequality in per capita distribution of relief

Region Coetticient of Variation Gini Coetticient
Low 0.66
Moderate 0.63
Severe 2.14
Very severe 0.45

All 2.15 0.60
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The conceptualisation of distributional justice can be given in the relationship
among per capita relief, victims and incidence of flood:

PCRLFI = él + ézVICTl + é1D21 + é2D3i + é3D4i + ei 1= 1, , 1

Where, PCRLF; is per capita relief distributed among the flood affected districts;
VICT is number of victims of flood (thousands); D5; is dummy variable for
districts moderately affected by flood (1 = moderately affected and 0 =
otherwise); D3; is dummy variable for districts severely affected by flood (1 =
severely affected and 0 = otherwise); Dy; is dummy variable for districts very
severely affected by flood (1 = very severely affected and 0 = otherwise); &, is
intercept coefficient; &, is slope coefficient of number of victims of flood;
and a,, a,, and &, are differential intercept coefficients of districts that are
moderately, severely, and very severely affected by flood respectively.

The analysis of covariance (ANCOVA) regression results for all data (Regress 1
of Table 2) show that the low flood affected districts got an average of Tk 69.86
per capita relief, and the districts with higher number of victims got lower per
capita relief. On the other hand, moderately, severely, and very severely flood
affected districts got on average per capita relief of about Tk 83, Tk 146, and Tk
120, respectively. It should be noted here that average per capita relief received
by severely affected districts is higher than that of severely affected districts.10

However, the first regression suffers from non-smooth distribution of error terms
around the fitted regression line due to two outlying observations. Therefore, after
removing the outliers the new results (Regress 2 of Table 2) show that low flood
affected districts got an average of about Tk 49 per capita relief; and the districts
with higher number of victims got lower per capita relief, which is apparent from
the negative and significant (at less than one per cent level) magnitude of the
coefficient of VICT. On the other hand, moderately, severely, and very severely
flood affected districts got on average per capita relief of about Tk 37, Tk 25, and
Tk 17, respectively. That is, the distribution of relief is undoubtedly inversely
related to the intensity of flood.

The Lorenz Curve (Figure 1) demonstrates that there is an acute absence of
distributional equity of per capita distribution of relief among the flood-affected
districts, which justifies the above regression results.

10 The regression results are based on CPD (2004), ibid.
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Table 2 :
Results of estimation
Variables Coefficient t-ratio
Regress 1 Regress 2 Regress 1 Regress 2
Constant 69.86 4931 16.62 7.72
(42.94) (6.38)
VICT ~0.69 ~0.13"" ~2.65 ~3.16
(0.03) (0.004)
Dy 13.67 —12.03 0.23 -1.39
(58.29) (8.66)
Djy 76.52 —11.15 1.48 —1.38
(51.89) (8.57)
Dy 49.61 —8.58 0.76 -0.88
(65.13) (9.79)
Diagnostic Tests
Regress 1 Regress 2
R? 0.22 0.41
Adjusted R2 0.12 0.33
F 2.1% 4.99™**
Multicollinearity (VIF) 1.84 (10) 1.90 (10)
Heteroskedasticity 2 ) 46.18 13.59
Normality of residuals (JB) 0.000 0.049
Model specification (F3,28) 11.21 9.19

Note: Numbers of observation are 36 and 34 for Regress 1 and Regress 2 respectively. Figures in
the parentheses are standard errors. The normality of residuals test is based on Jarque-Bera (JB)
procedure with 2 degrees of freedom, model specification on Ramsey RESET test,
heteroskedasticity on Breusch-Pagan test, and multicollinearity on Variance Inflation Factor (VIF).
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Statistical significance at one, five and ten per cent levels have been denoted by ,

respectively

Figure 1: Inequality in distribution of relief among the flood affected districts
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IV. Roles of state and non-state actors

Flood management or flood loss mitigation constitutes an important component
of water management. In the context of a developing country like Bangladesh the
concept of a useful food management is provided by the Global Water
Partnership’s associated programme on flood management in 2001 (ADB 2004)!!

Flood management is a broad concept that focuses on reducing flood hazards
through a combination of policy, institutional, regulatory and physical measures,
while recognising that floods can never be fully controlled. This takes into
account the beneficial uses of floods, which are ... difficult to quantify in human
and economic terms but which sustain natural systems that also have economic,
social, cultural and ecosystem values and functions. Consequently, when
managing floods within IWRM!2, it is essential to minimise human suffering and
property damage while maximising the efficient use of the resources of the river
basin. Therefore, trends in national flood losses are not the only guide to the
success or failure of the national flood management strategy and for this reason
flood management must be considered as part of IWRM and of all the
socioeconomic decisions related to floods.

However, PRSP Thematic Paper 10 identified two broad measures of flood
management:

Structural measures

Flood protection helps in protecting rural and urban poor who live in the most
vulnerable areas. Flood protection is provided to agricultural area and urban area.
So two output indicators are net cultivable area (NCA) under flood protection and
total area (rural and urban) under flood protection. Such protection results in less
flooded area, reduced crop damage, increased crop production, less flood damage
and better human environment. Therefore, the outcome indicators are flooded
area, crop damage, crop production and flood damage.

Flood proofing and flood shelters are being constructed principally in rural areas
in Bangladesh. Flood proofed area and number of shelters, therefore, are the
output indicators. The outcomes of such interventions are that there will be less
flood damage and deaths during a flood and cyclone. Therefore, flood damage and
numbers of deaths are suggested as outcome indicators.

1T ADB (2004): Floods and the Poor: Reducing the Vulnerability of the Poor to the Negative
Impacts f Floods, Asian Development Bank, Manila, January 2004.

12 Inland water resource management.
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Non-structural measures

Flood forecasting is an important non-structural measure in flood management.
With increasing lead-time, people can save their life and property. Therefore,
lead-time in flood forecasting is suggested as an output indicator for expenditure
in flood forecasting and flood damage as an outcome indicator.

State of management

Both the government and NGO response in flood management was late. In some
areas the NGO response came after the government programmes were initiated.
Individual level and community level philanthropic and relief operations were
extensive in many areas, and in many instances actually filled the vacuum left by
the late response of the government and the NGOs. The UN system in Bangladesh
took an active interest in flood. They initiated a mechanism to estimate flood
damage on their own and coordinated with major international NGOs. A team
from Geneva arrived on July 31, 2004 for conducting damage estimation and sent
its report to Geneva for an international appeal for help.

NGO participation in relief was infrequent. Relief distributed by the local NGOs
was mostly concentrated in their localities. In North Bengal some of the NGOs,
which were not membership-based, distributed full package of relief in an
organised manner. However, they were not able to distribute relief to all people
who were in need for such support.

In most of the cases, the government responded first with relief activities, although,
not always timely. Local MPs were found to play a very proactive role as they came
forward on their own with relief for distribution among the flood victims. The
amount of government relief was found to be much less than required in some areas
as the distributing authorities wanted to maximise the numbers of families covered.
Remote villagers often did not receive adequate relief from the Government.

Initiatives taken by individuals were noticeable during flood. Poor responses from
the NGOs and government at the initial stage induced philanthropic individuals to
fill the vacuum. Flood affected people were of the view that relief activities lacked
proper management. Here were favouritism and pilferages, and politicisation was
reported in the newspapers in a number of cases. Government allocation of rice, cash
and clothes for the flood victims was not adequate compared to the number of
affected people. Children were found to be suffering from lack of baby food. Health
services from the local heath complexes were infrequent and insufficient due mainly
to shortage of medicine and saline. Outreach of the relief was mostly poor and
disorganised. Access of the affected people in the remote areas to the relief
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programme was less than that of the people along the roadside and those who had
taken shelter on embankments. Government relief was mainly being distributed to
the people who have taken refuge in flood shelters. People residing outside shelters
did not get adequate relief from the Government. As a non-structural measure of
flood management, government forecasting system was virtually ineffective.!3

In addition to the national initiatives, a number of international organisations
including UNDP, WFP, WHO, UNICEF, DFID, OXFAM, CARE, Action Aid,
YMCA, etc. were also active in monitoring of flood, distributing food relief and
emergency medicines directly to the affected people.

V. Conclusion

Unplanned construction of public infrastructure, unplanned or absence of regular
dredging of important rivers and canals, unplanned and rampant urbanisation, etc.
were the major public-sector failures in the inland water resource management
that led to over-duration of flood and innumerable suffering of the poor and
marginalised groups of the country. Government machineries followed a
“watchful waiting approach”!4 in initiating relief programmes. NGOs were also
reluctant to initiate their “voluntary” relief activities. This created enormous
vulnerability among the poor victim households. The donor community also
channeled their funds limiting to a few international and national NGOs and
agencies. This prohibited small and medium NGOs and CBOs to initiate relief and
rehabilitation activities with full capacity that they have. The government relief
was directed inversely to the actual needs of the flood victims of the different
districts. This exhibits absence of proper public policy regarding support to the
victims. Acute inadequacy of necessary medicines (especially oral saline)
accelerated vulnerability of the poor during the early days of flood.

In the light of above discussion, some suitable policy options may be suggested
below.

e Bangladesh needs to continue the search for an intervention that will allow the
country to contain the flow of its major rivers. We also need to be ensured that
our flood control interventions avoid the common causes of structural failures,
e.g., inadequate design at return periods, poor embankment materials and
manual compaction, and inadequate operation and maintenance. Bangladesh

13 Although government system proved to be ineffective during different floods, no non-
government initiatives have still been established in this area.

14 That is “let us see what happens”.
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also needs to regulate the development in floodplains. For this, we can use
measures such as flood-risk mapping and floodplain zoning. Flood protection
measures that protect the populace are the same ones that cause even greater
damages when the infrequent, extreme floods occur. Many of the physical
control measures employed impart a false sense of security that encourages
even more intensive use of potentially dangerous areas. We must therefore
re-evaluate our prevailing method of preventing or reducing flood damages.

e There is now a growing realisation that the predominantly engineering
approach to flood control does not provide its intended benefits in terms of
protection from floods. In spite of huge investments in flood control works,
some countries are faced with the apparently anomalous situation in which
both the flood risk and the damage caused by floods are increasing. This is
partly a result of the success of earlier flood control measures, which
removed, at least up to the limit of their design standard, the risk of flooding
in formerly flood-prone areas. This encouraged further investment and
development within the floodplain which, in turn, required ever-larger flood
control works to safeguard the investment. When an exceptional flood occurs,
as is inevitable, the scope for damage is accordingly huge. To overcome the
spiraling costs of flood control works and damage caused by floods,
Bangladesh may adopt a philosophy of flood management, incorporating the
concept of living with floods, in place of flood control.

e Asameans of protecting the assets and livelihoods of persons living in flood-
prone areas and as a tool to discourage unreasonable levels of investment in
such zones, flood insurance has enormous potential. Insurance helps raise
people’s awareness of flood risk and the need to manage floods for the greater
safety of the community. Compulsory payment of premiums and inclusion of
a cap on the amount of compensation that insurers are required to pay also act
as disincentives to investment in high-risk areas. In doing this, premium rates
should be determined in such a way as to provide incentives for appropriate
levels and types of development in floodplains.

e All stakeholders, including both administrators and the general population,
which benefit economically, socially, and culturally from the water resources
of a river basin, must have a say in how these resources are to be used and
conserved. Both must also have a say in how floods should be managed to
minimise their adverse impacts while also maximising their beneficial
impacts. The poor and marginalised groups need to be included in any
decision-making process relating to flood control and management. Effective
flood management requires a comprehensive approach that balances flood
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mitigation, environmental conservation, and sustainable utilisation of
available water resources for the benefit of all people of a nation.

The conception and design of flood protection should be based on careful
analysis of risk so that the passage of greater-than-design floods can be
managed in a predictable and safe way. Capacity building of the organisations
responsible for managing river basins and the raising of public awareness
through better education are to be incorporated as effective means of reducing
risks and loss of life from floods.

Poor households should be given consumption credit during flood in order to
ensure food security especially for female, elderly, and child family members,
and shelter credit after flood. Government relief should be distributed according
to the number of flood victims and severity of flood in the regions so that
distributional equity and social justice can be ensured. Agricultural credit
should be made sufficient to especially small and marginal farmers, and seeds
of different crops (especially cereal crops) should be available to them at a
reasonable price. The poor and small fishery and livestock as well as factory
owners should also get this type of benefits. Price hike during flood should be
arrested by any means to avert unnecessary vulnerability of the poor. Social
safety nets (VGD, VGF, TR, etc.) should be strengthened. There should be
planned distribution of foodgrains among the right groups. It appears from the
media reports that government rehabilitation programme is inadequate to
rehabilitate the agriculture sector and agro-based activities in the country. Big
NGOs need to concentrate on this issue as agricultural production and food
security are closely positively correlated, especially for the poor households.

Government flood forecasting system should be made effective by enriching
with modern sophisticated instruments and highly skilled human capital. Not-
for-profit private sector should also build their capacity of the same. There
may be an effective public-private partnership in this area.

Big rivers and canals should be immediately dredged sufficiently to avert
unnecessary over-duration of flood and inundation of unexpected areas. Finally,
many of the water related problems in Bangladesh could be solved through
regional cooperation among the countries in the basins of the Ganges, the
Brahmaputra and the Meghna Rivers. For instance, problems of floods,
increased dry season flows and salinity control in coastal areas may be taken
care of by constructing storage reservoirs in the upper catchments of these
rivers, which would minimise flood peaks and reduce both erosion and siltation.
Bangladesh, therefore, needs to amplify its efforts toward promoting regional
cooperation.
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Introduction

Basically Bangladesh is an agricultural country and most of the people live in the
rural area. Though the share of agricultural sector in GDP has declined in the
neext years, it is still 22% of total GDP. A big portion of labor force is employed
in the agricultural sector. A large number of people directly and indirectly depend
on the agriculture. So agricultural sector has a substantial role to determine the
living standard and socio-economic status of the people as well as the incidence
of poverty. In the year 2000, 53% rural people were under upper poverty line and
37.4% rural people under lower poverty line. Consequently, in the analysis of
poverty elimination issues of agriculture and rural people assume great
importanec.

The incidence of rural poverty varies with season. With technological
development in agriculturure, seasonality is eliminated only partly. Till now many
areas of Bangladesh are affected by seasonal devastating flood. Seasonality is one
of the main causes of endemic poverty. Seasonal fluctuation in employment,
income and consumption leads to lower living standard in lean season.
Consequently the poor cannot come out from the poverty trap. The main
mechanism to survive against seasonal poverty is availing more formal and
informal credit. But in most of the cases, the credit is not interest free. As a result,
poverty remanis endemic.

But they are not completely ruined by poverty. Because they have some
endogenous survival strategy which should be considered as social capital to
overcome the seasonal fluctuation of poverty. And this survival strategy may
differ from area to area, from household to household.

* The authors are graduates from Department of Economics, University of Dhaka.
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Although the poor people have limited resources, knowledge and capabilities, it
is believed that they can alleviate their poverty by using their own resources.
Credit, grant, aid etc. make the poor people dependent and ultimately may
dampen their own initiatives. In this regard it is the responsibility of the state to
raise their capabilities for an improved and smooth survival strategy.

Objectives of the study
Specific objective
The specific objectives of the study are as follows:

» This study tries to draw a picture of how the hardcore poor live during
different phases of the year.

» In analyses the survial strategy during the lean season.

» It suggests a seasonal agricultural poverty alleviation strategy for the poor.

> Besides getting the data about their income, it investigates what and how the
other factors are important in the life of the hardcore poor.

The basic aim of the study is to contribute to a broader understanding of the
dynamics of rural poverty by analyzing household livelihood strategies in a single
village. Limited to a single village, the study does not attempt to draw broad
generalizations about rural phenomena. Rather, it attempts to analyze why, how
and under what circumstances households adopt different coping strategies.

Hypotheses of the research

01. One of the causes of rural agricultural poverty is its seasonal dimension.
The incidence of poverty increases during the lean season.

02. Seasonal dimension adversely affects the lifestyle of rural agricultural
households. The key changes occur in employment, earnings, consumption
pattern of the households, savings and assets.

03. A poor man knows about these seasonal ups and downs and has his own
planned/spontaneous adjustment strategies. Some of the possible
adjustment strategies are:

®,
0.0

Availing more micro credit

Forward selling of labor

Shifting from agricultural activity to non-agricultural activity.

Availing whatever job is available and thus shifting to an inferior
occupation.

X3

%

7
000

®,
0.0
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X3

%

Selling or mortgaging resources or dissaving.
Transfer payment from various sources.
Exploiting common resources of the locality.
Migrating to a more prosperous area.

Other, i.e., any other novel options.

X3

%

R/
0.0

X3

%

X3

%

04. Supplementary non-agricultural activities have helped to mitigate the
effects of seasonality in agriculture even though the poverty has not
declined significantly.

05. Survival strategy mix varies depending upon the extent of poverty, gender
and age.

Methodology

We followed the methodology of participatory action research (PAR) and that is
why we stayed with the households. We spent our time with them, made informal
chat with them and also shared our meal with them. Thus we knew the condition
and relevant information about our sample respondents. From the focus group
discussion we heard about their various problems and carried out discussions with
them about possible solutions.

We also arranged some focus group discussions in each area, which mainly
included the issue of solving their problems and to achieve a unified position. In
the early group discussions, we discussed widely about some of the village topics.
Later we arranged more structured discussion on selected issues to develop our
qualitative data, including land, common property resources, share cropping,
labor market, various institutions, money lending, patronage relationship, flood
etc. We tried to persuade them to solve their problem by themselves, because they
know their problems better than we do. We only worked as animators.

To conduct PAR, we followed a certain procedure in our survey areas. We went
through certain stages to implement our PAR. The main stages are as follows

Stage —1: Rapport building with the villagers.

Stage —2: Group formation for focus group discussion (FGD) and motivating
group discussion

Stage —3: Focus group discussion with previously formed groups

Stage —4: Intimate chat with selected respondents.

We had a prepared list of issues to collect certain information and from such
issues many secondary issues were generated, which were discussed with the poor
people.
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Site Selection

For pupose of this survey, four villages were selected from four different districts
chosen previously from nine agro divisions of Bangladesh which constitute our
sample area. From such sample area we collected quantitative and qualitative data
concerning our research. Therefore our sample area was not a randomly chosen
area. The four selected districts from the nine agro divisions were ‘Kurigram’,
‘Gopalganj’, ‘Feni’ and ‘Mymensingh’.

Criteria for site selection

01. Hardcore poor peasants exist in the selected villages.
02. Selected village should be agro-based.

03. Seasonal dissimilarity of rural agriculture should exist.
04. Overall socio-economic condition is not satisfactory.
Four selected sites

The four selected sites from four different districts are,

I. ‘Arazi Polashbari’ (Kurigram)
II. ‘Chandradighalia’ (Gopalganj)
1. ‘Azizfazilpur’ (Feni) and

IV. ‘Char Ishwardia’ (Mymensingh)

List of issues

We selected some issues about the survival strategy of the rural poor and the
impact of seasonal fluctuation on rural agricultural poverty through literature
review and justified whether these issues were applicable to the seasonal
dimension and the survival strategy of the rural poor of our research area. The
issues are:

Survey Report of Kurigram

Personal Specification of Peak Common Property Resource
Information and lean season Exploitation

Income Employment Savings

Assets holding ~ Health Status Education

Security Loan Change in occupation

Migration Food Intake Survival strategy
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Where and When

Our participatory action research was conducted in a village of kurigram Sadar
Upzilla that is situated in the northern part of Bangladesh. Though Kurigram
district is in the drought prone northern part of Bangladesh, some large rivers flow
across this district. The name of our chosen village is Arazi Polashbari and it is
under Holokhana Union. It is a village beside the river Dhorla. The survey was
conducted between 24 February 2003 and 11 March 2003.

Sample Designing

Total number of respondents for our PAR was 58 and only hard-core poor peasant
household members were considered eligible to be included in the sample. The
number of male and female repondants was 51 and 7, respectively. The female
respondents were heads of their families.

Peak and Lean Season in Survey Area (Specification by respondents)

Peak season in this area consists of the months of “Agrahayan-Poush” and
“Boishakh-Jaistho”. During these months they harvest paddy. And lean season of
this area consists of the months of ‘Ashar’ and ‘Ashyeen’. During this time the
peasants cannot cultivate their lands due to seasonal flood.

Main Findings of our survey
Income

Income is higher in peak season and lower in lean season. 43.1% respondents earn
only TK.35-40 per day in peak season where as 93.1% respondents earn TK. 35-
40 per day in lean season.

Employment

The number of unemployed or workless day per week is more in lean season as
compared to peak season. Almost 25% respondents work every day of the week
in peak season whereas only 3.44% respondents work every day of the week in
lean season.

Consumption

During flood when their houses go under water and they lose their jobs they eat
only one meal.

Most of the time they eat hand made bread. 86.2% respondents can afford two
meals per day whereas only 29.3% respondents can afford two meals per day. And
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19% cannot afford any meal in a day during lean season. Improved quality food
i.e. meat, fish, milk, egg etc. are considered as a daydream to respondents.

Health Status

Duration of sickness in peak season is less than in lean season. Though they have
sufficient tube wells to get safe drinking water, they do not have safe and healthy
sanitation system.

Education
Almost 100% people are illiterate. But they want to be literate.
Security

Though they have no food security, law and order situation is satisfactory to the
villagers.

Planning

Almost 100% households do not have any planned strategy to cope with
seasonality. They are not confident about their own capabilities.

Loan

81% respondents need to take loan to cope with seasonality. Among the loan
takers, 91% take loans from informal sectors. Rate of interest is very high i.e. TK.
300 as interest for TK. 500 as credit for only 6 months. Credit availing is one of
the most preferred survival strategies.

Distress Selling
Forward selling of land, crops or labor was not found.
Migration

Most of the people do not migrate to developed areas due to security problem,
transportation costs and risk of getting no job.

Asset Mortgage

They are so poor that they do not have any thing to mortgage. Only 4 persons
mortgaged their land.

Savings

31% respondents have no saving in peak season whereas 81% respondents have
no saving in lean season.
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Common Property Resource Exploitation

Exploitation of common property resource i.e. fishing in river and grazing the
cattle in the ‘Char’ has a positive impact on their livelihood. But they do not
consider it as an important survival strategy.

Purchase on credit

Purchase from groceries on credit is the most easily adopted survival strategy.
Specific Findings

01. Relatively women were more interested to do something.

02. Rate of interest in informal sector is tremendously high. For example- TK.
300 or 40kg of paddy is paid as interest for TK. 500 as the credit for 6 months.

03. Rate of common property exploitation is not high and they do not consider its
impact important for their livelihoods.

04. Sale of livestock and tree during flood acts as a coping strategy.

05. ‘Nadda’, a kind of natural fuel made of cow dung has high demand in the
market and it acts as a source of income for women. They collect it from char
land where cattle are grazing.

06. During rainy season ‘Nal Khagra’ grows in the char land. Some of our sample
respondents used to cut this plant for fence making. These fences are used for
making walls of their houses. It is also sold in the market at high price
nowadays.

07. They are eager to save from their little income.
08. Hospitality of the rural poor people is praiseworthy.

09. ‘Arazi pollashbari’ is such a village where NGO activities are virtnally non-
existent.

10. Safety net programs of government are politically biased and full of
corruption.

11. Growth rate of population in this village is much higher than national
population growth rate. No substantial family planning activity was found
during our survey.
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Supplementary Works In The Lean Season

1. Rickshaw pulling
2. Earth cutting

3. Cutting trees

4. Fishing

Proposed Survival Strategy During Focused Group Discussion

01.

02.
03.
04.

Rearing cattle, cows and goats is an easy way to cope. As there are available
free grazing grounds in the riverbanks, rearing cows and then selling milk and
cow-dung can be a remarkable coping strategy.

Opening small grocery shops.
Rickshaw pulling.

There is no tailoring shop in this village. So, the villagers have to buy cloths
and make dresses from the town, which is costly and time consuming. Women
respondents of our village told us that if sewing training can be provided they
can earn a respectable amount of money to raise their living standard.

Interesting Cases

01.

02.

After the devastating flood of 1988, Government provided TK. 2010 each as
relief to some of the poor villagers. One of them bought a cow with the
money, reared it and now he is owner of a farm, which consists of 10 cows.

Peasants do not prefer using tractor. They said tractor could not dig the total
land area of a peasant. Especially they can not drive through the corner places
and the edges. Moreover, the tractor drivers and the owners do not dig as deep
as they are asked for according to the contracts. Quality digging needs more
power and thus more fuel is used for that. This is why, to save money the
tractor owners and the drivers dig less than what the peasant demands.

Steps Towards Action Research

01.

02.

From the focused group discussion our respondents took decision of rearing
cattle as their survival strategy. But they had not enough money to do so. To
raise a fund we made five groups of respondents who agreed to make savings
weekly.

Kurigram is known as “The town of NGOs”. The well-established NGOs like
BRAC, GRAMEEN BANK, ASA, RDRS have no activity in this village. We
talked with the authorities of these NGOs to provide their services in this village.
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03. Targeting Ultra Poor (TUP) is a project of BRAC. This project provides
interest free credit to the Ultra Poor (a new concept of poverty measurement)
who have no asset. We talked to the regional coordinator of TUP to provide
this service in Arazi Polashbari village.

Specific suggestions

01. Irrigation in the char land is difficult and costly for the rural people. Govt. and
NGO should provide irrigation equipments as loan on cooperative basis.

02. Types of crops that can be easily grown in sandy land (“Char Land”) should
be selected through research.

03. As most of the villagers are landless and live on the embankment, NGO
authorities are not willing to provide their services in this area. NGOs
consider whether the people are permanent or temporary. But in our research
we have found that they have been living on this embankment for last 20
years. So NGOs can easily provide their service.

Survery Report of Gopalganj
When and where

We conducted our survey in the village ‘Chandradighalia’ of Gopalganj district
between 24 February 2003 and 11 March 2003.

Brief description of the village ‘Chandradighalia’

‘Chandradighalia’ is the only village of ‘Chandradighalia’ Union. It is also one of
the biggest villages in Gopalganj. As we said earlier ‘Claw of poverty’ is visible
and bare everywhere in the village. Some information about the village and the
peasants of the village are given below:

¢ Though the villagers have tube-wells, these are not arsenic-free. So, they have
to collect water for various purposes from ponds.

People of the village are inconfident and lazy.

According to villagers, the terms and conditions of loan are very hard and
interest rate is very high. They want easier terms and conditions of loan and
lower interest rate.

7
°

3

¢

Amongst them we selected 62 respondents as our sample. 56 of them were men
and 6 were women.
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Focus Group Discussion

We tried to know the relevant information for the research from our sample
respondents through informal conversations as well as several focus group
discussions rather than filling up formal questionnaires. We arranged six focus
group discussions.

Peak Season

‘Boishakh-Joistha’ ‘Kartik-Agrahayan’ & ‘Falgun-Choitra.’
Lean Season

‘Ashar-Sraban, ‘Bhadra-Ashyeen’& ‘Falgun-Choitra lean season.

Main and general findings of our survey
Income

We worked mainly with the peasants. They produce various seasonal crops and
get the price after each season. Their income depends on the production of crops,
which occurs 2/3 times a year. And all the income cannot be derived in monetary
form.

Work Days

Most of our samples work everyday during peak season. But many of them work
only 3 or 4 days during lean season.
Savings

43.55% of the total respondents have savings in peak season, but only 3.22% have
savings in lean season. So clearly their economic status is downward during the
lean season.

Expenditure

Population is a big problem for the people of ‘Chandradighalia’. Many of our
samples have big families and thus their expenditure on daily needs is very high.
A remarkable thing is that they have to expend much to meet daily needs during
lean season, because they have to buy rice from the market in this period.

Education

Our respondents were mostly illiterate. Others think that education did not bring
any good to them.
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Health

Flue and gastric ulcer are common diseases here. Sickness during lean season is
4 times higher than in pealc season here.

Security

‘Chandradighalia’ is a 100% safe village. There is no security problem. There is
no thief, robber or anything in any season that can become a threat to their
security.

Political or religious taboos

Though the village is safe, political pressure causes some problem. Usually the
minority group faces this sort of problem. Minority religious Hindus were tortured
by the members of some political parties and by the Islamic fanatics just after the
National Election 2001.

Advance Selling of labor

People of this region do not sell labor in advance.
Survival Strategy

Loan

People take loans from informal sources like relatives and neighbors. They also
take loans from formal sectors like BRAC and cooperative societies. But taking
loans from informal sectors has an advantage. In this case most of the time they
don’t have to pay any interest against the loan. And they don’t have to follow a
strict time limit.

Change of occupation during lean season

69.35% of the peasants of ‘Chandradighalia’ change their profession during lean
season. They pull rickshaws and vans, run small businesses and grocery shops in
this period.

Mortgage

33.33% of the respondents mortgage lands mostly to the mortgagee for money.
They get back their assets after repayment of loans. During this period the
mortgagee cultivates the land and takes the crop all alone.

Purchase on credit

Purchase from groceries on credit is the most easily adopted survival strategy.
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Common Property Resource Exploitation

Most of the villagers are not concerned about government owned assets. Though
some villagers know about them, they cannot use them because of fear. Powerful
people of the village control the government owned assets.

Seasonal Migration

During lean season some of them migrate to different places for job. A very few
of them come to Dhaka. Most of them move to the nearer districts (Jessore,
Khulna, Faridpur etc.).

General suggestions found from the focus group discussions

The following suggestions were found through several focus group discussions
organized by the researchers with the spontaneous participation of the
respondents.

a. Population: Population is a big problem here. Though most of the peasants
had enough land to produce sufficient crops for thier existence before, now
after having a big family that land has became insufficient to survive.

b. Mechanization in farming: More mechanization is needed here. With some
mechanization wheat cultivation can be possible here. Soil of
‘Chandradighalia’ seems "to be very favorable for wheat cultivation.

¢. Proper irrigation: Many of the peasants cannot cultivate their land during
lean season for the lack of irrigation. So, if proper irrigation can be arranged,
the effects of seasonality may decline.

d. Cultivation by the roadside: Vegetable cultivation by the roadside is
common in many parts of the country. This should be introduced here under
the proper guidance of local authorities.

e. Poultry: Poultry can become a side business for the peasants. With it they
could mitigate their poverty throughout the year. Moreover the younger group
can take it as their main occupation. They need motivation and investment in
this connection.

f. Youth Training Center at a central place: While conversing with them we
came to know that the only youth training center is at a remote corner of the
district. So, they could not attend the courses they want to learn for their self-
employment. It should be transferred to an easily reachable place.



Md. Badiuzzaman et.al. : Seasonal Dimension of Rural Agricultural Poverty and Survival Strategy 169

Specific suggestions

The following suggestions were found through several focused group discussions
organized by the researchers with the spontaneous participation of the
respondents.

g. Date, Palm and “CHOAN”*!!l A kind of leafe used for making several
handicrafts, which are seen abundantly in ‘Chandradighalia’.

leave selling

There are plenty of date, palm and “CHOAN” leaves in ‘Chandradighalia’.
These can be used for handicrafts and other purposes.

h. Fish farming

We find almost no pond using for fishing purposes. But government owned
assets and other lands could be turned into ponds and used for fish farming by
the cooperatives of poor.

i. Cottage industry

Using date, palm and bamboo leaves they can build cottage industry here.
Women can contribute through handicraft making.

j. Honey farming

There are some canals and a lot of crops and wild flower trees by the side of
those canals. So, honey cultivation can be very profitable here.

k. Handloom industry

Small handloom industries were main occupation of the people of
‘Chandradighalia’ before. But during 1980-90, cheap and low quality Indian
cotton entered Bangladesh market and thus handloom industry became
unprofitable. But with government assistance and modern technology,
success in this industry can be achieved again here.

1. Interest free loan scheme for vegetable cultivation

Peasants of this region do not know how to cultivate vegetables properly. We
saw only one peasant cultivating vegetable in his land during our survey. If
proper irrigation system could be introduced and government or non-
government organizations provide interest free loan scheme then peasants of
this village could produce huge amount of vegetables and achieve a standard
income level.
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m. Hatchery

Some villagers told us that establishing hatchery here could be very much
profitable. Hatcheries of breeding fish are needed where there are many ponds
and fish firming is more common.

n. Industrialization

Above all industrialization is needed. Without proper industrialization there
will exist unemployment forever. If industries were established here, surplus
crop could be used for diversified production.

Interesting cases
0. Selling of bamboo leaf

Plenty of bamboo grows here and dry bamboo leaves are seen here and there.
We found a man who became rich only by selling dry bamboo leaves. He
collects dry bamboo leaves from all over the village and sells them to the
molasses businessmen.

p- Gas and oil!

The east side of the village is much drier than the western side. Some rich
people tried to set up deep tube wells here a few years ago but in vain.
Because when they tried to pile up deep tube wells into the ground, gas
erupted suddenly. They tried in several locations but things were unchanged.
So, may be another gas field is there.

q. Money spending is higher during lean season!

We saw in some cases that our samples spend more in the lean season. This is
because they have to buy rice during lean season from the market. As they
consume their own produced rice during peak season, they need not buy it
from the market.

s. Cheating in tractor using

Peasants do not prefer using tractor. They said tractor could not dig the total
land area of a peasant. Especially they cannot drive through the corner places.
Moreover, the tractor drivers and the owners do not dig as deep as they are
asked for according to the contracts. Quality digging needs more power and
thus more fuel is to be used for that. This is why, to save money, the tractor
owners and the drivers dig less than what the peasant demands.
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t. Women do not cast their vote

We went to Gopalganj on 24 February 2003, the very day the ‘Union Parishad
Election” was being held. We found it very interesting that in village
‘Chandradighalia’ no woman cast her vote. Actually it is a kind of social taboo
there. Not only men but also women are proud of this system. But it was hard
for us to find what were they so proud of. We talked about the fact in the focus
group discussions. It was astonishing for us to find that some old farmers
agreed with us that women should cast their votes and women empowerment
is important for society. But the women themselves and the young peasants
strongly disagreed with us. They told that men are earning for women and
that’s why they should rely on men’s decision. They also told that women
should not cast their vote because it would violate the regulations of religious
belief.

Capacity Building

We took a data collector for our survey from this village. We stayed at his house
during our survey. He worked with us and we gave him all the information we had
about participatory action research. He also learned a lot form the focused group
discussion where he participated spontaneously. We had encouraged him to
continue the process we have started and he told us recently that he was trying to
organize the younger people of the village so that they could do something to
improve their livelihoods all together.

Survey Report of Feni

When and where

We conducted our survey in the village ‘Aziz Fazilpur’, between 24 February
2003 and 11 March 2003. The historic grand trunk road is passing through the
middle of the village. Most of the landowners of this village do not live there. So
most of the inhabitants are tenant there. Again, a large number of villagers live
abroad, mainly in the Middle East. From this point of view, the socio cultural and
economic status of this village is quite different from the three other villages.

Sample

At first we met with different local government officials, peoples representatives,
local inhabitants and social workers. Then we got the general information and
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outlook of the inhabitant life style and economic conditions. Then we located the
marginal farmers and hardcore poor families’. We made some dialogue with them
and at last we selected our required 20 sample households. Total household
members of our selected 20 households are 121 persons. Among them 48 persons
are earning members and remaining 73 persons are dependent members. Out of
the 121 members, 64 members were taken as our sample respondents for our
survey at village ‘Aziz Fazilpur’. The 20 households from which our respondents
were drawn, also included 6 women headed households.

Lean and peak season specification by respondents

We find no unanimity among our respondents reqosting the duration of peak and
lean season. It became clear that rural households have developed a range of
strategies to deal with seasonality on the basis of their prediction about lean
season, and this seasonality phenomenon is quite uncertain. The predictability of
seasonal fluctuations are constant factors in the livelihood calculus of most
households and influence both their options and their strategies, even in normal
years.

Main findings of our sample
Income

To find out the income of the household members, we encountered some
problems. We found some of the samples work only in lean season; some of them
just act as supporting hands. Usually they hand over their income to the head of
the family. So they have no idea of their income. By comparing the two seasons’
data we find that earning members in terms of total sample respondents increase
in lean season but the average volume of the income decreases significantly
during that season. Additional earning members work only during lean season and
act as helping hands for their family. They are usually engaged in informal sector
during lean season but in period of peak season they help the households in crop
field. So they have no specific amount of income in peak season.

Employment

By comparing the data for the two seasons, we find average unemployment in
terms of days increase in lean season. Again interval increases in the of lean
season,

Savings

During lean season, the sample’ economic condition worsens as the percentage of
dis-saving increases and the amount of savings decreases.
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Around 10% of households’ earning members are able to save during lean season,
They are 4 in number. Among them, 3 save very little amount around TK. 10 to
TK. 100 during lean season. Analyzing the data we find that respondents’ saving
decreases significantly during lean season.

Consumption

Their quality and quantity of consumption decline due to low purchasing power
as their income decreases during lean season. We found only 2 households
consume higher quality food during lean season whereas during peak season 8
households consume higher quality food. This quality includes food bundles of
high nutrition value and also higher market price, such as meat, milk, fish etc.

Survival strategy

Most of our samples think about their survival strategy. About 41% of our samples
try to plan their survival strategy. In this case the respondents are the 37 male
members of our sample and the 6 women head. Among them, 18 sample members
adopt planned strategy during lean season and 8 sample members adopt
instantaneous strategy and 7 samples adopt both the strategies. Planned and
instantaneous both include borrowing from non-institutional sources. So this is
the most common strategy.

Loan

The number of borrowers increases in lean season and the loan amounts decrease
significantly in lean season. It happens in most of the respondent’s cases. Again,
loan in terms of object, foodstuff, food grain are available during lean season.

We found that our respondents take short-term loans, as their highest loan
duration period is 6+ months,. We also found that our samples that take loans in
lean season, mainly short-term loan. We found 8 of our sample members get loan
without interest even in peak season. Mainly people get loan at zero interest rate
from their relatives. Loan, in which interests are in kind, and loan in form of
hidden interest are not present in peak season. Interestingly, our sample gets
access to loan at zero interest rate more frequently in lean season and they also get
loan in the form of hidden interest or interest in kind.

Mortgage

Households mainly mortgage their ornaments and household utensils during lean
season to get access to resources. It is also one of their instantaneous survival
strategies.
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Change of occupation during lean season

51% of our sample change their occupation during lean season. A good number of
women household members also make change. We found that 33 sample
respondents used to change their occupation during lean season This include also
housewives.

Migration

We find that 12 sample members out of 64 used to migrate during lean season to
Dhaka and Chittagong.

Specific findings of our survey

1. Some of them buy small cattle during peak season and rear them. In the long
run this cattle serves them as their insurance. They sell them during financial
difficulties, during lean season and get handful of money that helps them
survive.

2. Though the income in informal sector is high, they usually have to be engaged
in agriculture as it ensures their food security.

3. Vegetable cultivation is more profitable than paddy cultivation and it also
provides higher income during lean season. So some of the villagers have
already started to cultivate vegetables as their coping strategy during lean
season.

General suggestions from Focus Group Discussion

» As floodwater does not stand here for long, vegetable cultivation is profitable.
Again, some kinds of vegetable can be cultivated in water also. So people take
vegetable cultivation as their survival strategy. As they are new in this process
of cultivation they need some assistance from the government. Especially
good quality seeds can help a lot.

» If the irrigation system of the village can be improved, the cropping intensity
of the cultivated land can also be increased significant by This will also be
helpful for vegetable cultivation.

» There remains a lot of unused cultivable land. These lands are less fertile and
have production cost is higher. Steps in this regard are essential. Some
research can be done to find out suitable crops for such lands.

» The block supervisors of this village do not perform their duty properly. So
the farmers face a lot of problems.
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Peoples’ Expectation

% Cottage industry has a lot of potential. So they want investment in this
sector.

% The village has good communication network, both external and internal.
It is also expanding rapidly. So they want easy loan scheme to buy
rickshaw and tempo.

“ As unstable political condition hampers their economic activitly and
social security, they want political stability in the country.

% The terms and conditions of loan are very hard and interest rate is very
high. They want easier terms and conditions of loan and lower interest
rate.

% Villagers are not satisfied with irrigation system. They want more
government participation in this sector.

% They also want more activities of the government agriculture office.

Survey Report of Mymensingh
When and Where

We condneted our survey in the village ‘Char Kalibari’ of Mymensingh district
between February 24 2003 and March 11 2003. To conduct the survey, we stayed
in the village for 15 days. ‘Char Kalibari’ is a large village with large population.
It stands near the bank of river ‘Old Brahmaputra’. The village is connected with
Mymensingh town through ‘Shumboganj Bridge’. Mymensingh-Netrokona
highway passes through the village. But local communication network in the
village is not good. As the village is near the river, during rainy season it goes
under water for at least three months every year.

Sample

At first we talked with the government official, the Agricultural Block Supervisor
of that area. We met peoples’ representatives, local inhabitants, social workers etc.
Then we got the general information and outlook of the inhabitants, their life style
and economic condition. Then we located the marginal farmers and hard-core
poor families. We made some dialogue with them and selected our required 20-
sample households. This 20-sample households consist of 85 members. Among
them 50 members were taken as our effective sample respondents for our survey.
Among them are 26 male and 24 female members. From the total household
members of 85, earning members are 31 and remaining 54 are dependent
members.
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Most of our sample households are poor agricultural farmer. A large number of
them were tenant farmers; very few of them have own land. Some of them are
agricultural day laborers, transport laborers etc. Among the households, 1
household completely depends on selling irrigation to other farmers. Out of 50
respondents. 60% are totally illiterate. These 20 households include 2 women
headed households.

Participation of our Sample

Participatory action research mostly depends on the participation of the
respondents. We are lucky that the sample farmers of these areas are aware of
research works because students of Mymensingh Agricultural University have
done some survey works. So the sample farmer talked with us without any
hesitation. They freely talked about their cultivation, marketing, their sorrows,
sufferings and deprivation. They requested us to communicatie their problem to
the government.

Peak and Lean Season in Survey Area (Specification by Respondents)

We found no unanimity among our sample respondents regarding the duration of
peak and lean season. Out of 45 sample respondents 53.33% said that
‘Agrahayon—Boishakh’ is their Peak season. And 37.77% said that ‘Agrahayon-
Jaistha’ is their Peak season. About 31.11% said ‘Ashar-Vadro’ is their Lean
season and 26.66% said that ‘Ashar-Aswin’ is their Lean season.

Main Findings of our Survey
Income

To find out the income of the household members, we faced some problems. We
found some of the household members act as a supporting hand. To find out
income we convert their agricultural products into monetary value. So it was not
possible to compare the peak season income with that of the lean season in same
method. Among the respondents, 26 work during peak season and 25 work during
lean season. During peak season the respondents have average income of Tk.
71.92(52%). And in the case of lean season their average income is Tk.
60.80(50%).

Employment

In lean season, respondents are without work for 3-4 days in a week. In peak
season highest 38.46% respondents are employed in work for the whole week.
During lean season 15.38% respondents are unemployed for the whole week.
Highest 23.07% sample respondents are unemployed for 4-5 days in lean season.
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Food Intake and Quality Foods

85% of our sample respondents take food three times a day in peak season, but in
lean season only 69% eat three times a day. 70% of our sample respondents say
they rarely eat quality food, i.e, meat, fish, milk and egg in peak season. And 30%
do not eat quality food in peak season. But in the case of lean season 100% of our
sample respondents eat lower quality food.

Education

In lean season the village goes under water. And the only school is far away from
the northern part of the village. We found only one school run by BRAC in this
village. Govt. primary schools are far away from this part of the village. 7 out of
20 sample respondents do not send their children to the school during lean season
due to flood.

Savings

During lean season only 38.46% of the respondents were able to save 72% of the
sample respondents are in dis-saving condition.

Health Status

Many of them suffer from several diseases during lean season. We have seen very
few tube-wells and sanitary latrines in our survey area. Most of those are located in
rich inhabitant’s house. During lean season, 13 out of 36 respondents say they were
sick for 3-4 days in a week. Only 3 respondents were sick for the whole week.

Security

76% of our sample respondents do not feel any kind of security problems in any
season. Only 10% persons feel insecure in peak season and 10% feel insecure in
lean season. The insecurity problems are due to political clashes and stealing of
hens and ducks.

Survival Strategy

About 54% of our sample respondents try to plan their survival strategy. Around
20% of them do not feel the necessity for planning a future. They think that they
are fully dependent on nature and they have nothing to do. Others have lot of plans
in their mind but they usually are not able to fulfill their plans due to their poor
financial status. The more commen survival strategy is borrowing money, Same
of the households have assets apart from homestead, land, and informal sources.
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Assets Selling as Survival Strategy

To survive in lean season household respondents sell their trees, domestic animals
like cow, goat, hen and duck to mitigate their sufferings as instantaneous survival
strategy. 58% of the total respondents sell their asset during lean season.

Mortgage

Household respondents mainly mortgage their land, ornament etc. It is also one of
their instantaneous survival strategies. Only 12% sample respondents mortgage
their asset during lean season

Loan

Out of the 50 sample respondents, 60% take loan from different sources to cope
with seasonality. 21 sample respondents took loan during peak season and 19
sample respondents took loan during lean season. Household women have access
to the NGOs’ credit services. 40% of the respondents do not take loan in any
season. During peak season highest 28.57% sample respondents’ borrowed
amount was TK.500-TK.1000. In lean season 36.84% sample respondents’
borrowing amount was TK.500-TK.1000. Around 27.50% borrowers repaid their
loan in time during both the seasons. But 42.10% failed to repay their loan in time
during lean season. We found that interest rates varied from person to person.
During lean season 47.85% of the respondents took loan without any interest.
Others borrowed money with a high rate of interest from informal sector.

Consumption of Previous Saving

Consumption of previous saving is one of the strategies of the respondents to
survive in the lean season. 52% of the total respondents consume their previous
savings, which is used mainly for buying food during lean season.

Advance Selling of Labor and Crops
People of this region do not sell labor and crops in advance.
Change of Occupation in Local Area During Lean Season

Out of total 50 sample respondents, we found 70% did not change their
occupation during lean season in local area. Only one woman worked as day
laborer in other farmers’ house and she was the head of a family. 15 of our sample
respondents changed their occupation in local area. And 73% told their income
was higher due to change in occupation in local area. At that time they pull
rickshaws, work as transport laborers, earth cutting laborers and they catch fish
from ‘Beel’ and river. Their income increase on an average is TK.35.



Md. Badiuzzaman et.al. : Seasonal Dimension of Rural Agricultural Poverty and Survival Strategy 179

Helps from different sources

Many of our sample respondents receive help from their relatives. And sometimes
the rich persons of the village help them. During various festivals they give the
poor food, cloth etc but not money in cash. None of them gets exemption from
loan and interest.

Common Property Resource Exploitation

48% of our sample use the government owned assets. They mainly catch fish from
the river. They use the land besides the rail line for cultivation. They also use the
‘New-Char’ land of ‘Brahmaputra’ river for cultivation. They use the canal to
catch fish during rainy season.

Seasonal Migration

Out of 26 male respondents, 10 migrate to a distant place for employment during
lean season. And their income is higher during migration. None of the women
respondents migrate during lean season. Some of our sample respondents migrate
to ‘Netrokona’ during lean season, because in the rainy season a lot of fish is
found in the canal of ‘Netrokona’.

Specific findings of our survey

1. Though the income in informal sector is high, they still prefer to engage
themselves in agriculture as it ensures their food security.

2. The sudden death of domestic animals mainly cattle are frequent here. So the
inhabitants face a lot of difficulties. Mainly they suffer a loss of animal power
in their cultivation process.

3. Supplementary non-agricultural activities helped able to mitigate the effect of
seasonality in agriculture even though the total poverty situation has not
improved in that area. But such activities prevent extreme fall in the quality
of life.

4. They do not like the micro-credit program of NGOs. According to them the
process is too much burdensome to bear.

General suggestion from Focus Group Discussion

e Tractors are rarely used here, so the small landholders find it very costly to till
their land. Co-operatives of small farmers could overcome this problem.

e There is a power plant in the village from which electricity is supplied to
Mymensingh. Though electricity polls are running across the village, the
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villagers themselves are deprived of electricity. So it becomes costly for them
to irrigate their land by shallow tube wells using diesel. If they can get access
to electricity, it will become cheaper for them.

¢ Diversification of crop is one of the major features in this area. But they do
not get the fair price. If they can be able to store this crop for longer time then
it will be very good for them. Basically in lean period, they will be able to sell
it at a higher price.

e Geographical location of the village is suitable for industrialization. It has a
good transport network. And it can also easily get electricity without much
investment. So establishing industry can create employment here.

Expectation of the respondents

e  Women households of the community think that they can establish a cottage
industry if they get the necessary loan from NGOs on easy terms.

e As floodwater pollutes the fields of the village, sudden death of cows is
frequent. This problem affects the villagers in various ways. Mainly they
suffer from a shortage of animal power and fuel. They want help from the
government in this regard.

e There is a big jute mill here. This created a lot of employment opportunities
for the villagers. Unfortunately the mill is closed now due to mismanagement
of officials, which has caused a huge unemployment problem for the villagers.
They want restarting of this mill.

e They think that if government distributes the ‘New Char’ land among the
marginal and landless farmers it would be better for them.

e Agricultural block supervisors are not available here; they want more frequent
visit of these supervisors to their fields.

Interesting cases

One of our sample households says that by using “Current-net” for fishing
purpose he can earn more money during lean season. Prohibition of current net by
government actually has made him worse off.

We find one of our sample households taking a land at fixed rent with sharing with
other farmers. Both of them are poor. They cultivate only this land and bear the
cost of production by half and get profit by half.
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We found an interesting trend that male members of the locality are eager to get
married. Most of them have many wives. They try to get married because they get
money as dowry from the marriage.

Conclusion

Outcome of the research

1.

We find that seasonal fluctuation has been reduced in general. But in the areas
near to the river seasonal fluctuation remains. Developed infrastructure, high
yield variety seed and irrigation reduce the seasonal ups and downs. As a
result cropping intensity increases. “Mora Kartik” is a prominent concept in
the analysis of poverty of lean season. But nowadays flood does not occur in
the month of ‘Kartik’. But one thing happens in this month. Just after the
seasonal flood, peasants cultivate their land and sow the seeds using their last
resource. As a result food grain becomes scarce and after the seeds of paddy
are sown, there remains no work in the field. So the agricultural day laborers
become unemployed. In consequence, wide spread food entitlement failure
arises in the area.

The period of lean season varies from farmer to farmer and they determine
their survival strategy on the basis of their own determination of the lean
season.

From the cross comparison of four districts it appears that Kurigram is more
vulnerable than other survey areas with respect to socioeconomic condition.
Scope for survival is relatively hard in Kurigram.

The main living strategy during lean season is consumption of previous
savings, which is very small in amount, credit availing from formal and
informal sources and various types of transfer payments. If all fail and
migration is too costly, then they have to starve.

Rural people eat three times a day in affluent areas. But in poor areas most of
the rural people can afford only two meals a day. But in both areas they can’t
afford quality foods like milk, meat, egg etc.

In affluent areas, due to development of infrastructure and institutional
arrangement people are inclined to take non-agricultural activities as their
occupation. They are not optimistic about the development of agriculture and
do not want their children to be employed in agricultural sector.
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7. Most of the rural people have some spontaneous strategy to survive.
Education, media, electricity and NGO activities have a substantive role for
raising the consciousness of the poor.

8. Availing credits, selling of assets etc are dominant survival strategies
followed by the respondents.

9. Micro credit has a positive role in struggle against poverty. But micro credit
is provided for non-agricultural sector and only to those who have a minimum
base.

10. For some rural people, who have no assets, mortgage of assets is not
applicable for them. But mortgage is a very popular strategy to the poor.

11. Transfer payment from govt. is very much corrupted. Consequently the
actually needy people don’t get this type of payment.

12. The rural poor do not like migration but they have to migrate from their
village to earn money.

13. Common property resource exploitation has a substantive role in the life of
poor people. But these assets are not well managed.

14. Supplementary non-agricultural activities increase in the rural areas due to
development in communication system. It reduces the pressure on agriculture.

15. People want to change their agricultural occupation and want to get engaged
in non-agricultural activities to earn more income.

Concluding remarks

The whole of the survey phase was a learning period for the researchers. Through
the whole survey the researchers could closely observe the nature and
consequences of poverty. They found a common condition of poverty around
Bangladesh. There may be differences in socio-economic life style between
various areas but in case of poverty there exists a general similarity. It seems that
poverty acutely appears in lean season and thus lower the quality of socio-
economic lifestyle of the poor. This seems to be the general trend in the country.
In the context of income, consumption, employment, economic and social
activities rural people lead a dual life. Sometimes they try to plan these two
seasonal phases of their life but in most cases they fail to do that because the
existence of lean season causes them to suffer a downward shift in their economic
condition. This downward shift subsequently also hampers their relatively better
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lifestyle of peak season. In this context of self-perpetuating poverty, positive
improvement requires especial government intervention during the lean season.

In the course of the survey, it became apparent that in the less developed poor
areas development interventions were very few. On the other hand development
interventions are relatively high in the affluent areas, which appeared paradoxical
to the researchers. It is almost like ‘Carrying gold to Newcastle!’
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et 5 FdTe! 7T FIat Afea (qifve gfFT; T AR g Ta- Tox T,
wifsfe ifg =12 (Vested Property Act) | Reafe @z Swa@ wfi-sr=ife @mcem
(BTG ST TS~ QF(6 LA, SRS (0! galfefes Saf A=amiie 778
8 FAIBI- (TR O VAR ARV |

@ /affe e TEEE TG do a1 T Al Ffoaw z@we (I &% WF
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@ T R @ e gk | fifEns e siw sor Tertie (T@enfs
SV CFCE) 8 SIS’ TSR (ASF (F0@)-9F A< FPIT 8 T[H [t
o7 Rew #3541 Alfes @ - AT FRiTer T @Fece 91 g3ee
Sifere TremuR IfeT@y gRrea® | Jodik ¥ 58 Jifafens Bfe v @ o=
wLAoS ¢ Ao ere afew g e Fae Srew TN RErag F1e Fe |

Tfifege BT siemm Avr Ife mane fiw wdfs e @ 8 wenadia
ARSI &2 AfgFe! (exrnalities)- s sty «few a9 | 1 ovea Fifdifen=s
fo<fGa e 0T @R & (FITOIRE (T ROR 1 GIET] T e: TG Sl -
wfe, AEyfen Afmd ¢ sfeqrs, ke awma [Ryfe, Fré-smz=iEe TgEa
fgfs, “Aifam e, TARAEIN T 9, G3R VAR T& | G977 [EAT (@R
Fiere 77, K2 AV | O] IO T2 FACR O 8 T SO ATH | oA
Ffafers B 51EF bad economics FET2 AT R =1, ©f AREHTCSIR SArgHifs
(ecologically suicidal), SIF Wte AMfETed e afea™ Sqe6s (socially
impoverishing), €32 WLAGFSIR S (economically unjust) | SR ITS GAIZ
G Ml F5{n S-St LB IEF XS M0 I T |

AT &I @ G- PIPT FY I ITHIC R 8 Ao AT

BARRE “Hagill ITWRV” (a9 AT 5 A @ 47fee) wimEma
ARG et e | @ e F99- S 8 TR $oR Sl RS S S
I PRACR | T TSG AACAT I “IH QTG AZA-dvbe” Ie A
SfET FCARCEI, (< 4G O FI AL Tl F0® (Y e | w=eeed o
g O (RY AR AT dped A I R “E7% AF WG ¢ dAwrrg Wz
(EBSATA-1951)” — TARIC SR 7300 FIHCF ©F WA WK Jeaisjferena med
TR | SR {8 31 oot “FF @ FIPT F07 (PIT TGS g1 AP0 Al |

AT SN G AR @ AFIDCNT MHGCA QAT FIS @A i el T
([ QG SN I TRRE | :049 w7, ARSI 7 e i s ANe eigeRt
EBSATA T $9% 4 Wl =S © (il | EBSATA-TE SFI1 I I “Hfeasey
I | B T, e GT @B AFO ToA FA A @A TR 2 g
TIPSl Teyac Of vl A | SRS S595-9 SAA HRTS! A Wl-
SRR AT FACES 72 Mo Tt (AT<i F1owienet S foiveona saraifeaeia fent i |
(R 9919, SRR, ST DI W 1B 8 Tewly NS A TN 8 Tl To
oM S efewe T4 M e oty sfaesee 19 oeafeest | swa o S-
FEFS [ TR | AP TR-SER 307 fE T QI IS, ek, SPIR ASie v
e g Bife e @I5 RGN wrers (Wi EORA-vF) MT Suovg, A
JIFTNCH AF© T SHACT (A GF61 I 14T |
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o for TS JIFTe SR TeEa 74 fawd Ifw TR | SNRW TSR @5
T ¥ AT SR W3R ({06 AT I IC I *ZASTHIT IBCS aed Hw
T Q& (0 T 04y TRR 132 W’Cﬂ?ﬁﬂ‘{w (agrarian reform) SISO U7
G T I (@9 K7 8 2lfSF TS AR HLFHCTE T 8 93 rural
push migration-T& (I T AFCe! | G5 SWA Wik [EMea FHHERS
SIS 24 Sy Ze ARCS! | TIPIE ST (AF (IREAAGE Fhs e a1 | F@
ZfB=eT “A G R AL AT | B ST (ST (%2 A T | A
I GfE AN QO613 S0 B FRCR (@, G (Aeel (@ & sAfse 4 wfiy qcace
OF (FF TR O TRBIER S SR A0 N 2 1 (S 742 e Aoma if
TR |

S R e I8t fofze 4T s (identified khas land) AR w0 #1140 qF3:
IR AT W b AN 9T, SR T G S A 9T, T b AL 99 | 9% AR
AT AT TR (BT NAS F; IR GiNE 901 =& ¥ [fog TR @2me T
TRTe WY T | A G TR IR TGS Rl | TR a0 /Y
T AT TGN R 45 AT GF I A @i ST AR |

TR I 9 TR, HfFe v A © TR vob UF I I ThE 88% A,
ST 8 57 GREANCR WKy I69 T AR | AR @ BerR Wyt aifes zee |
S AT TR bb % 491 @2 LSRG SILSIE WLel F(F AR | AL A &)
P | (312 1919 8 SRR Teeied Ao S AR M 33% A FR & | =i
FHAFS A TN T ARATSINOE FAATF 0% Wl (AR S fera |

4P T o9el St vy FICee o) 0 L Rowe | A4et s 95 afee
A4 AT TET RN N AGER FAFol/FAE1, FAw odsfeffy, a3 gEw
o= | e @@ 38 S wfi-wepa e @ T |

qFEH TR WG A TNF FERY I54 S A #1721t 91 of @R [ww=
T 199 @ Gt T T AR QORI TNege &, 7 OIMd @98
AEASS WeTgE 1, SIfeTa! eterel SiF TR (A SIHOF (@ 1A S
I e IRE 641, 932 S AR FHFSl/FABRIm AN SR @I @5 (?2)
Torin |

OIS A GV SIfeTHIQe TR WG (17 28 &g 0w A | 370 91 2=
SO FROITAR Te: TSR NFER AN @A TO[R, FAF SRR A
IR TR, AT QI SO B SCACSI NE 76, 4 SN weigere!, s @
TS v g |

I G SPT THE CFGE Y PO A0 I S ST FCE | 9P 99 A
i 2AIIE & 108 Q - do IS GIF! ¥ Mt 27 | @Fe AT & ICAI[E ANSTR &)
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GFT I (SIMNCF TG 9L FAMI 7T FAC W (I TFR (AT B FICS ATASA
AR 28 @l (@) |

I S-S 354 ¢ VRS AT JoTe: TRl #77S! 161 | G 78 To wi
Io® 2R OF Q@MREF T2 TEIZ Sobd - SHdY AT TS AN | 35S - dY A
T G IHET AGATS dobed - o A e SAFRFFSE @M et | &2 ¢F@ q
QR ¢9%, (A faSiw TFe@ do I2E wu% |

e SRS (St A oEg: market fundamentalism =) @¥F2 @ wiRg WY
G AT 8 43 LTS ARCIT 1 (issue of non retention and adverse inclusion) |
IR A AW @ ¢8% Jecol N iy FRee s Bof st wiwa e aers
¢ AR | ) FAR FAACS (AT, GRIRA 1[I SRl @ T ¥ 491 & (o=
SIS Ao R WA S G A5 | I PN JRUGPe AR | I59Pe A G e
T fia Bieca 914t otz T1a 8L % JFecelN (e wiere =iy, S 51 T4
G T T TICS ARCRH) | O SRFoT @ BT ¥[edall THIFRAWS I WLASATHA
Te —Gfl T 0o A1 AR 24 IR | €% TN Sqd ARSI
SIS PR R | T 3G IR0 SRR ANF S A TBAFS & 5] FACS
AT (IETA T Y WREMIRA HASRE; FIAE FAS! FOWAR AL A
VLR CIPITe] 9B; W3 G- wigae @it ey wig;
TR AREAS] — Flete; APT JBFEA TR FAFOR q3R TN AREmE
AR QR e (A S 9ie sifi e wrers; ki few i o
SIY VAl [ifeq @ @FE S 0 | AR e qreeares -
ARAST T TG AP (T TF 8 AP Tl ALHA AT TR [Fa1 @917
AP PR AR ACMRd & W |

TFACOINMA 84% O FLAST X! AT G S AR | S =AW ¢8% @7
(TR MG 0L % O SIG] oI Qe AR TRCR) | WeAfod Sg[ Tfo e
f6 fRwE e RS () ofiE v g 8 R B w9y afed, (}) afi|
“Afeel Jiad AL L I @ R o FH=ne Sro— 7 6 e [ioe zafy e
gftafes sRgRe Tafs = | Ik w8 s @R wEiaE SidEifen e
TFFL AT G TOA-TH AP Gl AHRL TSN T oF NIZ[ Tafo To1ce
34 AR |

wfeo- g orors Ifege | iy TS «IeT A TN gifed o JRd e
AR @19 TORGl T A (FACRAE); IS ALAoq TRATCE % FACS
AReS °f Ifo® A wN-Gel (high non-retention rate); SISEI-GNPWIR &G
“adverse inclusion”-&3 T Z02T; (TRALASIA SH-T-7751 Aol 8 wlma
wieaife; YR Sy SR ffY Ifede 7% Fre's vREEl 47 GF5! FI @14 I Al
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(0 5 2)— @ TR T AATSST BT AT Tel-Sfe w1t wlmma ey
T QR TSR T FONE 9190 200 AN | TRIG TEAH FRCACS T4 @R @
T TR TSN 84%-9F FASF ST WAN9F GeR O 2AR— G161 5§
SIS SIS My RFEH! g o7t |

GF-FINEAT SIS TALT: GN-FI-Ce AT SR & (e

e N e s @ e « R F1e vz @R | @ TwEreTs (@ Sl
ol 58 ime e afafes «fe, e swgm s Aenafes eor-afesifen
ey s | @fi-aufices geatey, SR Sma To wa1@rres)d mee of Sfeaam
7oA | IR STWE (0 QIS & &fifed «3/x2]1 &y 7517 gfewiiverse =@
@ | SRR w9 T g eRmibe Wity | W N A I 'y o af @
IEAI-CPw ] =0 ©Te FOI | LA & 0 oG- R - /<m [ & - S 1eT]-Cwrl-
YF-S-SiferIfe-IGAIR-mel (YfN-wpel, Ge-nosl, I9-wpel) =4 (g e
TS T I T | AR S (@TY 9F A0 W19l 2t I () GrRg &
oifes TFrte SRS T | SE PR T wfEs S JeEees “TE @fre
OFAG IR NAR A 2O (G TGTS IPMF IeCEI— @b AMEF- @7 aoe fea
FToreia (i " |

o e A REEfs @i AR ¢ SeReE @ [RE ¢ TRRE S EE
F =0 MG | Sf NETA eI A6 Wial fwss:

o @I TR Qe TN 7o, S SR M 8 AR Sf-NwEE
AN TIFS AT AT FA SR (@I, A AREWTCH oA doo ©l AfTH
GPIRATE A (A ATOICPe @ TE So® ©f 7, (FC (P& IS T
Te®) | 9208 N-IF S BT (operating) WNETR 72! (including pending cases)
¢ #IY, A (AR TG BT I 9% | 9 JZCS (@7 QS-S A WCAFH GPTR
e M-I e @6 terif®-99 (sufferings-year) 2@ 2 @I q 719 =7 |
T JRCE TR R #Afwie %@ R0.¢ MY @9 [ R o AwEE iR
TR | Y A @fs I57 @ w1 MV 2oz @R TNE IS ISR A 5,29, d00
I Bl | T (eel SN NIeliarie i (Jim-RaiemR) TR =@ 33,e20 @I
B W T | N IE-1efE Gt e e sAfaie q=ea 28,vo @It B,
TR TG 3% B @A S 2 (o779, (@5 F 3onif® W), ¢o% T3 (TG TG
Ye% T Afe-AMI, de% YN A, 38% (@I FATS]) | @ ZCS AR 0 TF
Ofy R Gfee ORIl SNE! ARG 0o 2¢,005 (@I BRFl I Feaces, [
SR TG SIORI W@ 50%-49 I WL FIEd S Ty F3opics (N
R (BW (T | GFOUCF O AN - gFe < Srafive wifds o
GRS AEE ¢ @A @, T WLF F @R eFe IR NS o7 7o w41 @f
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©f Qe W[ PR W(6NTS FNF HI% A (opportunity cost); NS LR
JfFel-aT (externalities) @ *HfFE 8 AP Ygd-Fea wdyew, ARQER
SaeTd TR 8 g TS (@ 53 A1 ATeH foe fhg Wwer iR w1 e i ok
SRy, TR e AES 74E @ o1 «eare ok &g 317, S ey Aorel-Ram-
TAIR-YT-S- 97 T (@ O AR O WL, TEAR FCE SCAFIFS 73e ATHA
AR @ RS FE @S HARTR T XA FEA @CS-APTS A S181-Rae-RKge
(tease) 41 TR GG W@ﬁ; VAihed T HY-Fhed o I (cost of corruption)
Ty |

Ofy WWETF ~NfRIRE W46 M@ | M IEAeTF Ao FRIH Oy ©f ™B: e
oSl SN TR Ffoa® 'Y 8¢ & Wgd | o108 @6 N e feifers 1 st
5.¢ I | S TN ARRIET A €A qoHl ABE- Sfeafess, s, Amifes,
A | AT $00%-2 IR NS Tqel Iiad $; Yo% IR WA Pl
*RRE TFOR I; AAES ARREE 50%-9F S SR G Z (oRCR;
TR W OIS vo% R (®EA-NEWE FriF 0 F9E A4 ACRA; AW
ATITSITo 77 FAITS A4 AR ¢ % AR T Yo% 2RI e vlenes A =gy
QTS [ FACS LY AR | G TR IR ARNZA 8 SRR I Fod [T
wqE ofy MW TR wfee (A ¢ Raifn)-mia s i3 ey 97, o oiwd w9 e
S-TGAHF THES AT @R AT | e e gffs i we=y [ Hfeies
2fSB #TFa (@ W T (TR S ITSHF G T A R,29,550 HF! | SRS
T IR AR, TS ofs T 29,555 BT |

oAk YN IR Areeafos-sdaifs [raed saslh Fraice Soare vewt 37 A o
T @ AT FR IAHE =1 R @ AR ¢ S 9+167 (714 Wi | wdife
@ TErTITod TSR FIICATS HIZH el ~AfifEfon wrmmfon FRel 7w wifbrre of
AT | AT TEORCTH FIOTACS G AT FF-7A( 1 Jface @3 Wiz ¢ {6k I59%]
ST FACO OIS AR | O AR Sffer! 7750w F0R2 I¥ AR | ©CF @ @
1 e sfert ©ig i g, 58 TRigs G681 Fa0z Twen @ oo =1 | 9@ [Jaw
off S, (@5 FIesT, BN e, SRFA-tIeR- (6 S G I 799 | GRS
S SR AR ¢ R5H-97 FIEb 7 @ Ao 20R=A Si[l T4 (@RS
G, ST, B9, 9 WLE IR0 | G ORIR 7€ FAite 8 esew st hagdt
i A FIRe e S (e ik =R, WAl A9 AN GRSy ghe o
(rFIFe vim Teeldl, <77 ¢ wifore Ty qga Toni) | o [wem Jfm-
=i eI 8 wTee teced 1 (loosing battle for both), $OTZ RITHA | T
AR oG SNfdS 7 (LT T4 7RI 77, @91 ¥ IM fcere) @ sifdane sy fqe
T 7 O @ TR G @A | A IAIFS AR SR [ iy
e SHT-ITTF LTS & A A I F:ZFT A 2N o SesAmarae
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FAFNG TN T o T A AE I8 e e P 55 Face i sl
fmRTel (ZFEmwfE), Titgs wifen srEe! IMERF «AfR[Ee gemr Sfes | g
et SIS 8 TG I9 93 T T ETewy 8 7eRfS (solidarity) K8 a1
Wyes frem 92 $@ G T IR RafEwad dfe gt e s | e qim-
Qi 79 <6 g TSR (IWE S AT SfRe) Gt IR @ (@I
FRCIZ @IS N (o M R AT A AT SGCH W08 W1 ezifirs szgerss
@1 (AF Rpifon T akmed 2@ A0 | 9fy W3R Siberel @ wvetse; SN =12s
8 W3 fG TIE AP TR ST TOR (TAQ AR GFel); SN2
TNNE JRFIAR IO NS CFCGe TPT-[TSTN CFia TFF 8 30 AN
e f57; REIEE a0 geiiis T4 G2 (IS (FL@ 76 21580); AI-2{feri-
SRS HI0R TE-ea SRgE; dei M (Rewe: aeifosms ¢ gam
JEARR) NI TICH (TS (FC@ D18 S N(IY SE o 8&7); Sfpet-
TSI el [EIA T R NP @ SCAAITS NPT (ST (6 )~
TR G TN 57 Jiace G2 AT ST Sl A0 |

feg ffm wid-aretafes ydere FoETs amet Sf¥-Nwe oF (o $g2 F@
1, RRITe TARES ARRIER G-I Ja 303; N1 ffer R afoqmmel
712 0; Ie AL SRl - Fi- A - TG ToT© SRPRITe @
Ffresad Aew ofiwl e ARfAR FfTe-9f Y (freedom mediated) el
RETR Taee o MR CHAC T 4A0R 141-Rifeq el Kot F@ $@ | peie <l
Sf-NwER Rl o N-FR-we w1 o7 ReE (ews 7@ |

f &, I, SR 8 NS S WY NN CifveT QlfarAr

i @ E— AT I ¢ Qe M | LA Y 71 ¢ [IFHAT — TeIZ G¥8
THAfTafe fFRTaIe Berce | S 2T @ IR e I [onit: () @FE 7w, ()
RIGEG*A, (©) GGG | THFE € ATTAL FUo1 THNRR Foqs T fog fog
ST @R FI& FCA— GOI2 G P [IBIANE e A | e (& i
FES ST (2 | PG AT I R GfS THATR e SZPret S |
@RS I (FAICID! G TEHIEHI @ b (TRY (TG AFFCAF FIGIG (process
of transfer of land right) &Pl | F@ECHHAT FIGMH I W& TIVARH AT
ARCEERG S | @ Frabs el FEd @61 TF recording of transfer | S
GGG -GF FISHo I N3 VAR ALTZ GIOeTIG S | @ Fefs w@gef
foel &4 47 Tt fod I S BRSNS Tod Tivg R Al @ e et
ST &E efraey foet (iR recording the expansion of cultivable acreage) —93s
@51 S SRR | WEAEE F0gq W @C (official record of ownership
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rights) g FACe THFIE foqn WFR ToAfFfo- @Bl fred us ey
QiHeTel | @ NG ToeTo! F7 FCA O e 8 JIZAI TP Te 475 IO
S T IR fRRh1 IR 70 A |

GN-GETE T A [, Tet-tiFma @y @ @ o2 70 9 gfen am-aiw
eI TereR fMeraaed sRiEss; ¢ dfa Tifas SremRieel 8 s 99 GR
A Qe AIES Afer [ oo o dfeqsa | < il e @iy o == |
fa=ifen eigia sF=$ T'o Ffermea i@ wifs F11 | @38 wiw TR wifme
fon Ifen 9w TS T amdsa e vt FaeEm oxhE Siwer Fiee,
el fe wifke s TR-fal SFer Fw, AT TR (e i T
CTGENITG SIRFER FI9S | NP @ TR N (&2 foqema (sf S 5@ @ executive
body-F F& AHRA-SNEH FiEce (ol foqeme Jfers | (7 FRCCR I T AF @
G TR TN TTF] AE S AAA-TBIRS e I TN AT Mo
qT* TS T AR OF G foqed @ | SO SR AE SN @Geg== I of
AT WETC (@GEE=E (registration of deed)— &R NfeTwINE @ GEG* 73 | @fi@
751 A 91 (RR-Record of Right) fSerta zrea &6 &t qd | feoiwrs @
TfeTche @il O e et 91 ewl-Afe (mutation) SR &5 FU61 NPT (A0S -
TGS AfFET I G (FIF61 O Ta S 27 (AT GBS ATSCS Eealfee
Yo qRI- OSbbro-3580; «I S5¢o-9 State Acquisition Settlement, SIS
RfS*aIe GTGeIs T Q48 BeICr, A (¥ B (F62 GG «1); AF S2PFWH,
GfTIBTG FHREAR (W), (o e, R e=ivrs Sopifv | «eie «ae &y iy
[IER TETF A S T T G T A P =2 | e ™48 (@ of
TS, T @G AR ARAF, NeAl-ewe fofe sjfen 7=, Seome Ifaa
S A TR | R @I FIACEIE TR Tea AT Ao 9fN-w@ T@si; ofil-
Tl SRS g CletHAle e gl e were; iR 'R R-SEl caIeE-AEE
(TBl— @2 3romy fHeite SdRife ¢ oo qHem SR FTrRAME
e Sl AR |

q el SN SRR REed [eeaeel wga-Read foafs faw amam:

(5) FHB SAZH-FIH Tioat @ YRIG— NGEF FeIC A2 Lol T3
(R) AT Y TFR AZA-FAT QXFS IFA WL IR
(©) T8 AW 77 [ NET-F ~reqt T q 4=-7 7T |

Offl TG TG SR ABAG T oI AZW AR @ Aqiwg e
(55@d), AT =2 67 QR “AF ¢ FAE TG (T NSS! gl AFCI 71" — (7 WNE
S I *[S(F'8 IR AW | (TN TG Miferwie Fifere AL e T vl
fifere Tg@ A1 wf AR Ai@fere RO QeTi A6 (707 T G e ST 19T
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O TF-T@R T7; Fifeiz Tge &N (A (F@ WRT Fea ARSI A AFBICAT AR
IAR; & TS [E@id feeifer Siza-siam qed @bod, e I iz
FEFA W, Tw-oAwEre e erel-@ e AR il T ;A4 e
SR AR IfEre WEW AFCEe IUE Ol IVAMS M; FAFE! Ao
o TEER IS Aeoww, [Rfey rIRRTE Fede ¢ TEIERAFE @R
FLFPTYCRA G Wiz ¢ Tl Fpe 77 |

3T S-Sl [OTeTe IR HIT T

A WCACHR I WSt ke Rt oot 9 3o Wk i eRi-
eI SNl AHIEE TRITOR P T | TF6 F (A A IR | S0
M @ 78 @ A 4o e e w4 coite ©f Meag grers 9 e #AfRRS 0.04
G AT P TR G 0.0b IFF AT TR IB F1 AL | WA AL 4 A &
faferm erers ofiw ARQIE T 5.2 GFF I59 F T |

e fofess e, oite afSlt (orta ofidia ~IAIE 5,58 «Fa A ¥ (07 Setref
JCA) I59 1 T | W L8 (6 (T T 385 o AW ofk|iw Al e v.¢
GFERe @ T BT I | WK @ ST R @ (O Qe (e 29-1 To-
TeAMAIE (&S R eIfTe R |

*ZrEd AT SN SR T AT AN APTSNE GEE doo @d (@ N; W GIFI-53TN-
LEIR (TGO QTR A Sl FACE ©f (A IS QI @l | *1>0F A & a2
AR wd-Aafes yHefre ¢ifk fwae | @ wedf g I&w A0S g3 72
JIoite v Afove TE IBE Aq0R, @ ABE 94 AR Y GH-HHF FASNY
e T | T *1ZE wooo-aF TA IBI AN @A e MW; viER T ww
BRI FEE &MY GFF Ap-AFT &N 94 (T3 SHI6 5= | 91 AP Gel-Sf v wig
ATCET I 19 | GR-rR-Sel AHd @ 77 @feea ¢oieet sw17 =01 |

AT IS (@ #Afiel 4 Si-eel qeaee ©f Mg @6 ITao O TR 7T |
A TSNS (ARP (I FTRIE AR O AR (0 ATy S fas @ Toagi
2 (71 =AM, ©18 TR QfS AHIE TRy WOH® 70a & Gerea—a=iens [ava
T O I (S-S FA0=, 71 T =23 Sy Atelireeid FA0= | SF-Oife L] ==
T T A FR-Y AT ACE FA 7 T W XA 1, O 7w I qn<fy
[ AfeTe Rty wo=Y |

W—iﬁ-w TEHI : ﬁf? e

GUATH STFTIIN Bf- -G AF -4 Fowy 7B ey fawifna sicaan-fefes
431 Fretfos-adtafosr framd s o8 Fwk | el EerfEe o




204 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

SR (e R ST faww | el wfba ¢ o e | Ale

G ATo Tae @ W T Al QRIS FHCe Seeniaei ofy-$R-e A
@ Fg @3 1 Q@ T @R TER [EvaR o g e e awe
T FCo B12 | SEd I AW @ Wi Ao SioH-wiefE Iwiie 2@
Q=T S T IR AV ST [EwE oefire Fid-eEe! T SE R 1R
e | (O SR R 3 @ Reafba qar swideir awates Agfe, s,
TR, TS IR WG TSI FeoifFe FHFIed S e Fa0 | WWE emife
FoAfRTIR S A6l 370 F0f Row IR (TR W9RE “/7 TFe):

(F) A1 &N @ Tl NLGS,

(¥) wifsfe svife T,

(o) F9 TS TR TR S -Srel-ITef TifFe,

(9) S Tl RS, G-

(&) S SBA-FIGA, 2T, [IBIAT @ T AFS |

<137 G -G ST~ A

5. B AP & (A, WPl ¢ TeelN) wienw Hize w4 |

3. A & fofeewacd® e A@ES TRer v 46R N (Efes, Bfe ¢
ST EITR) eIl @ BT I IR ©F DAYe T RfSTH (Al |

o, P wiiE REfes eififeras 75 w1 (@@ $R Efie werefy Refa @) |

8. TBAFS ¢ THACHIN A AP &N WAL AL FIR (AF TS 7 TG Taie
41|

¢. 4P wiW ffresad Fbre 75 Teolod, CFe Tgd, AATSS FPTIR, (@RI
], G AL @ Fa1-Frrama ofsfifvma Tege 41 |

v, GR FAHTS FRIT LSRN ORI @ HIFIRI FAF A G 1© 5 S &)
iy smesst 72 |

9. FIF ¢ g efefiom w’ifks EHifEfen fefers wrom /e @3 41
R FIG 8 (Tl R @36 49T SN AIZIAA 8 I6 FMD codl Fa1 | AP
i TES (I (I e QM AP/ ons el G2 NITi= 7o Prare e
TS U3 FALE W F41 |

b, AF T fofresad, AREFad, 69 32 AIIER (FG@ A TR @ SIrd
TR AfSHT/FRoGTRR e weiarze fifoe w4 |

5. M TN IBER CHC@ TLSING IR IS waw 69 oo Wit ead w4

S0, TEH GAE @F ST W IBTF© T8 T FACS AT I &) 7S TR
40|
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Rural Electricity’s Impact on Reduction of
Health Poverty in Bangladesh

Abul Barkat*
Murtaza Majid**

Abstract

The paper analyses the impact of electricity on health-poverty reduction in
rural Bangladesh. This impact has been analyzed using comparisons
between ‘with’ and ‘without’ electricity situations. It has been argued that
access to electricity (at household and outside household) reduces poverty in
health, hygiene and sanitation. On many health indicators, the poor
electrified households were found to be better off than even the rich in the
non-electrified villages. The spill-over effect of electricity on the non-
electrified households of electrified villages is also much pronounced.
Electricity has profound impact on human capital formation through
knowledge building mediated through electricity-driven media exposure. It
is recommended that in order to improve the health-poverty status and to
further human development in Bangladesh, access to electricity of the
households and social and economic institutions should be expanded. Rural
electrification should be viewed as one of the key strategies for national
health-poverty reduction.

Objective

The key objective of this paper is to present an analysis of the impact of electrcity
on the reduction of health-related poverty
evidences from a recently conducted comprehensive study titled “Economic and
Social Impact Evaluation of the Rural Electrification Program in Bangladesh”
(Barkat et.al, 2002): Attempts have been made to cover three broad aspects of
health-poverty, namely, health, hygiene and sanitation, including education
poverty. Analyses have been made to understand the rich-poor divide and the

gender (male-female) divide on some crucial health indicators.
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in rural Bangladesh, based on
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2. Some Methodological Issues

The prime purpose of the base study was not to conduct an in-depth assessment
of the impact of Rural Electricity/Electrification (RE) on health-poverty reduction
per se. For this reason, no separate sampling was done to understand health
differentials of the poor and non-poor. Whatever analysis of impact on health-
poverty reduction has been presented, is based on the original data set of the
households not disaggregated by poor and non-poor in the original sample.

The main objectives of the base study were to assess the economic and social
impacts of Rural Electrification on four measurement objects— household,
industries, agricultural equipment, and commercial activities. Accordingly, the
sampling design was developed with a total of 3,718 samples of which 2,491 were
households, divided into users and non-users of electricity, and dispersed through
23 Palli Biddyut Samities, (PBSs) out of 67 PBSs operating under the Rural
Electrification Board.

As there was no baseline data, it was deemed most appropriate to adopt a post-
test-only control group operations research design using “with-without”
electricity scenario to gauge the impact of Rural Electrification.

Two types of villages (with and without electricity) with three types of household
were covered in the study sample. These were:

HE= Household with electricity (pure experimental group; sample size 1,380),

WE-EV= Household without electricity in electrified villages (semi-control
having spill-over effect; sample size 421), and

WE-NEV= Household in non-electrified villages (pure control group; sample
size 690).

This classification has been done from the viewpoint of access to household level
electricity connections. However, from the viewpoint of household’s benefit from
electricity outside the household it is relative.

For collection of baseline data retrospective information (for 5 years preceding
the time of field data collection) on certain specific indicators that suffer less from
memory recall problems (e.g., ownership, property, assets-land, homestead,
number of rooms, sq.ft., number of livestock etc.) were collected. It was useful in
understanding the dynamics of changes in the asset situations of the sample
households. Therefore, such data can be gainfully used as baseline data to perform
secondary analysis on RE’s impact on overall poverty as well as on health
poverty.
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All the sample households covered in the study, by design, were drawn (using PPS
and a statistically random technique) from the rural areas. Therefore, all three
categories of households are homogeneous in terms of its location that all are
rural.

Throughout this article, the category ‘poor’ has been used to denote ‘poor
household’ in terms of amount of landownership (details about definition of
‘poor’ is presented in the note under Table 1). However, it is pertinent to mention
that in the electrified villages, both the poor and non-poor households have access
to electricity, although the extent of access is different. In the electrified villages,
on average, 24.3 percent among the poor households and 45.4 percent among the
non-poor households have electricity connections. Another recent study
conducted by the authors revealed that rural household’s access to electricity is
not socio-economic status (or class) neutral. The actual connectivity of
households to electricity declines with the declining economic status of a
household; while on average 39.7 percent of households in the electrified villages
are electrified, the same ratio is as high as 53.5 percent for the non-poor and only
30.6 percent for the poor; while over 90 percent rich households (those having
750 decimals and above land ownership) possess electricity, it is only 21 percent
among the poorest households (Barkat et.al., 2003: 37).

It has been observed that, in terms of most community level infrastructural
variables population per primary school, population per km pucca road,
population per public health facility no pronounced differences were found
between the electrified villages and the non-electrified ones. This happens so,
because establishment of these infrastructural public facilities are not contingent
upon the availability or non-availability of electricity in the villages. This point is
extremely important due to the fact that availability status of these infrastructural
facilities is usually used as explanatory variables in the analysis of economic and
social impact of an intervention on the people’s lives and living standards. So,
these act as neutral variables. In terms of some other variables, such as distance
of the upazila health complex from the village non-electrified villages, on
average, were found to be placed better than the electrified ones. However, some
other infrastructural facilities, like, night schools, banks, cooperative societies,
were found to be better in the electrified villages compared to the non-electrified
villages. Finally, it is pertinent to emphasize that the multifaceted impacts and
benefits of rural electrification are both direct and indirect; and quantitatively
attributing rural electrification to those impacts is a daunting research task. And
this is more so for such social component as health.
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3. Impact on Reduction of Health-Poverty

3.1. Why health and what was the enquiry about?

People’s health status is the prime component of human development. This is
simply because of the fact that the life expectancy at birth has already been
formally accepted as the number one variable in measuring the extent of human
development or human deprivation. The life expectancy at birth is basically a
function of life-time health status. The linkages between health, poverty reduction
and economic growth are much more powerful now a days than has been
generally understood. The WHO Commission on Macroeconomics and Health by
challenging the traditional argument that health will automatically improve as a
result of economic growth argued that the opposite is true, i.e., improved health is
a critical requirement for economic development in poor countries!. This
commission’s path breaking report states that, “Health is a priority good in its
own-right, as well as a central input into economic development and poverty
reduction. Increased investment in health would translate into hundreds of billions
of dollars per year of increased income in the low-income countries. There are
large social benefits to ensuring high level of health coverage of the poor,
including spillovers to wealthier members of the society”. In economic terms,
health and education are the two cornerstones of human capital, which Nobel
Laureates Theodore Schultz (1981) and Gary Becker (1981) have demonstrated to
be the basis of an individual’s economic productivity. According to Nobel
Laureate Amartya Sen, health is among the basic capabilities that gives value to
human life2. The global survey, Millennium Poll, UN 2000 commissioned by UN
Secretary General Kofi Annan, consistently ranked good health as number one
desire of men and women around the world (UN 2000).

Therefore, with recognition of the values of good health as means to human
capability building and through that to human life (AK Sen), health as a
cornerstone of human capital (T Schultz and G Becker), and health as a central
input into economic development and poverty reduction (WHO 2001)— high
emphasis has been given in our study to understand the various dimensions of
health status in the electrified and non-electrified households.

I Macroeconomics and Health: Investing in Health for Economic Development, Presented by
Jeffrey D. Sachs (as Commission’s Chair) to GroHarlem Brundtland, DG-WHO, December 20,
2001

2 Sen, AK (1999), Development as Freedom, New York: Alfred, A. Knopf (Chapter 1).
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As health practice and behavior is a function of health awareness (among others),
the latter has been analysed first. This awareness can be mediated through many
agents, of which, television is a major one. For this reason, in all possible health
related issues, the role of electricity has been identified using electricity-driven
equipments especially TV as the agent. The impact of electricity on health is not
only mediated through TV, but also through availability of other facilities such as
refrigerator, fan, modern diagnostic facilities (possible only if electricity is
available in the locality) etc.

With this view, the following broad spectrum areas of health-hygiene-sanitation
were investigated: awareness on crucial public health issues, source(s) of
knowledge, disease and treatment patterns, health care expenses, attendance at
child delivery, access to ANC and PNC check-ups, TT immunization, maternal
morbidity, child immunization, infant death (infant mortality ratio), status of
intake of vitamin A capsule to prevent night-blindness among children, use of
family planning, source of drinking water, type of latrine facility in use, use of
hand-washing material after defecation, use of soap while bathing, role of media
in changing health-hygiene-sanitation behavior and practice. All the questions
pertinent to health were asked to the women (female head of the household or
wife of the male head).

3.2. Specific Impact on Health Poverty Reduction

It has been observed that rural electricity has multidimensional impact on poverty
reduction in general and impact on health-poverty reduction in particular. The
multifaceted health impact which can be attributed to rural electricity are as
follows (comparative results are presented in Table 1):

a. Due to supply of electricity in the rural areas, availability of qualified medical
doctors, diagnostic centres and clinics has increased. This has accelerated the
process of health-poverty reduction in the villages having access to
electricity.

b. The members in the electrified households were found much more aware than
those in the non-electrified households on the crucial public health issues.
Also those in the non-electrified households in electrified villages were found
to be more aware than their counterparts in the non-electrified villages.
Regarding knowledge on ANC, much higher proportion of the people from
the households having electricity was found to have knowledge on the subject
(at 5 percent level of significance d.f =1, tabular value of %250, =3.8; %2.4]
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=155.64). The same pattern was found in case of knowledge on 3 STDs (at 5
percent level of significance d.f = 1, tabular value of %250, =3.8; X 2.4 =
136.32).

About 57 percent of the electrified households reported that they availed
treatment from medically competent person (MCP) during the last sickness.
The corresponding figure for non-electrified households was 43 percent. This
means, in case of sickness, the electrified households are more likely to seek
treatment from MCP (32% more) as compared to those in the non-electrified
household. (at 5 percent level of significance d.f =1, tabular value of 250,=
3.8; % %cal= 87.6).

The gender disparity in seeking treatment from MCP is much less pronounced
in the electrified than in the non-electrified households. The male-female
proportions in seeking treatment from MCP were 59% and 54.3% in
electrified; 46.3% and 40.7% in non-electrified households in electrified
villages, and 46.4% and 39.9% in the non-electrified villages.

In 55 percent events of sickness the landless group in the electrified
households sought services from MCP, while it was 42.5 percent in the non-
electrified villages (a difference of 12.5% points). Similar was the pattern in
case of marginal, small and medium landowner categories of households.

Higher proportion of child delivery (last birth) in the electrified households
were assisted by medically trained persons (36%)3. The corresponding figure
for the non-electrified households in electrified villages was 23.1 percent
(around national average), and for households in the non-electrified villages
was 17.9 percent.

Some other indicators, like the situation of availing of antenatal care (ANC)
check-up during pregnancy by medically trained provider, receipt of tetanus
toxoid injections during pregnancy, and post natal (PNC) check-up after
delivery — all reported by a much higher proportion in the electrified
households compared to those in the non-electrified households.

In case of treating the maternal morbidity by medically competent person
(MCP) major variations were observed by household electrification status.
For over 80% cases of 3 types of maternal morbidity each, the households

Medically trained persons (MTP) includes MBBS doctor FWV, Nurse, MA, SACMO, other
Paramedics, and trained traditional birth attendants (TTBAs) and not the untrained traditional
birth attendants, UTBA).
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with electricity availed treatment services from MCP. For households in the
non-electrified villages, this has ranged between 48% for morbidity during
pregnancy and 62% for morbidity in 42 days after delivery.

1. The infant mortality rate in the electrified households was 42.7/1000 live
births, in the non-electrified households in electrified villages 53.8/1000 live
births, and in the non-electrified villages 57.8/1000 live births. IMR in the
electrified households is 25 percent less than the national average (57/1000
LB) and 35 percent less than the national rural average (66/1000 LB).
Secondly, the IMR in the non-electrified households in the electrified villages
is less (53.8) than that in the non-electrified villages (57.8). And third, the
estimated IMR in the electrified villages is 49.9/1000 live births and that in
the non-electrified villages is 57.8/1000 live births.

j. It was found that the full immunization coverage among children of 12-23
months was significantly higher in the electrified households (60.7%) than
that in the households of non-electrified villages (36.5%). The coverage in
the non-electrified households of electrified village was 54.4 percent, which
is close to the electrified households. The full immunization rate also varied
by household economic status of the children. In the electrified households,
the full immunization rate was 52.2 percent for landless and 100 percent for
large landowners. The same ranged between 28.9 percent and 66.7 percent in
the villages without electricity.

k. The vitamin A coverage (one capsule during last 6 months) among children
under 5 was consistently high in all three household categories (ranging from
86% to 89%) .

1.  Among the currently married women in the electrified households about 68
percent reported their use of a contraceptive method4. The contraceptive
prevalence rate (CPR) was 62.8 percent in the non-electrified households of
electrified villages, and 61.7 percent in the non-electrified villages. The
estimated total fertility rates are 2.54 for the electrified households, 2.87 for
the non- electrified households in electrified villages, and 2.94 for the
households in the non-electrified villages. Thus, in terms of attaining the
national goal of NRR=1 by 2005 (which is equivalent to TFR= 2.1 by 2005),
the electrified households appear to be more close-to-goal than the non-
electrified households.

4 The national contraceptive prevalence rate for 1999-2000 was 53.8% with 60% in the urban
and 52.3% in the rural areas (BDHS 1999-2000: 51, 52)
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Table 1: Rural electrification and poverty reduction — Selected health
indicators by household electrification status

Selected indicators Household (HH) electrification status:
HHwith  HH without HH without
electricity  electricity ~electricity

(HE)  (in electrified  (in non-
villages)  villages)
(WE-EV)  (WE-NEV)

1. Annual (net) income (in Tk. for last year):

- Poor (landless) 58,864 35,104 38,989
- Rich (large landowner) 220,986 76,000 195,165
- Al 92,963 41,110 56,524
2. Annual household expenses by food and non-food items (% share)
- Food 47 53 534
- Non-food 53 47 46.6
3. Below poverty line (% population):
- Absolute poverty (DCI) 39.9 512 434
- Hardcore poverty (DCI) 21.8 27.1 23.1
- Lower poverty line (CBN) 23 479 35.0
- Upper poverty line (CBN) 36.3 61.2 51.8
4. Availing treatment from medically competent persons (% reported for last year):
- Sex: Male 59.0 46.3 46.4
Female 543 403
39.9
Both 56.7 43.6 433
- Rich-poor divide:
Poor 54.7 NA 9.5
Rich 64.0 NA 64.3
5. Child delivery assisted by medically trained person (proportion of last birth):
- Al 36 23.1 17.9
- Poor 304 NA 14.7
- Rich 67.5 NA 25
6 Availing treatment from medically competent persons in last maternal morbidity:
- Poor 79.2 56.3 574
- Rich 100.0 NA 66.7
7. Full immunization coverage ratio among children 12-23 months by sex:
- Boys 64.2 48.8 317
- Girls 56.2 60.6 40.9
- Both 60.7 544 36.5
8. Contraceptive Prevalence Rate:
- Poor 65.7 NA 55.0
- Rich 83.8 NA 61.9
9. Women’s knowledge score of gender equality issues:
- All women 0.80 0.56 0.48
- Poor 0.79 0.53 0.44
- Rich 0.84 1.00 0.64

Note: ‘Poor” has been defined as those having no landownership (absolute landless) or have less than 50 decimals of
landownership (functional landless). The five landowner groups adopted in the study are landless, marginal, small,
medium and large. These categorization was made using official classification which is as follows: landless includes
functional landless owning less than 50 decimals of cultivable land, marginal owns 50-149 decimal, small owns 150-
249 decimals, medium owns 250-749 decimals, and large owns 750 decimals and more (Sources: Census of Agriculture
1996, vol.1:71, BBS 1999; Statistical Pocketbook of Bangladesh 1997: 184-185).
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m. About one-fourth (22.5%) family planning users in the electrified household
mentioned TV as the most influential factor that prompted FP use. This self-
reported weight assigned to TV was only 6.7 percent in the non-electrified
households in electrified villages, and 5.5 percent in the non-electrified
villages. Provisioning of electricity in the household combined with access to
TV would most likely contribute significantly in expediting the process of
reaching the national demographic goals of Bangladesh.

n. Use of hygienic latrines (sanitary sealed closed) was reported by 61 percent
of the electrified households while the corresponding figures for non-
electrified households in electrified villages was only 29 percent and for non-
electrified villages is was 31.7%. Another significant finding was related to
the proportion reporting “open space’ for defecation: it was only 5.2 percent
for the electrified, and around 20 percent for the others.

0. The mean number of deaths was relatively less in the electrified households
with 50 (ever) deaths per every 100 households, which was high in the non-
electrified villages with 62 deaths per every 100 households, and 59 deaths
per 100 non-electrified households in the electrified villages.

p- Electrified households have a higher survival rate seen by the relatively low
infant mortality rate in the electrified households (42.7/1000 live births) as
compared to the households in the non-electrified villages (57.8/1000 live
births). This IMR (among others) has positively influenced the overall
survival rate of the members in the electrified households.

g- Availability of electricity in the household contributes 15.7 percent in the
reduction in overall TFR (comparison of TFRs in two extreme samples), but
availability of electricity in the village but not in the household contributes
only 2 percent in the reduction in TFR.

3.3. Impact on Health Care Expenditure

Because of relatively higher income the electrified household can expend more
for their health. The average annual health care expenditure reported by the
electrified households was Tk.4325, which is 44 percent higher than their non-
electrified counterparts (Tk.3,012 and Tk.2,999) (Figure 1).

The same pattern is observed when compared with non-electrified villages in
terms of gender. The annual healthcare expenses for the males of electrified
households (Tk. 2,376) were 22 percent higher than their counterpart in the non-
electrified households of electrified villages and about 16 percent higher than
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those in the households of non-electrified villages. A much higher level of gender-
gap was evident in case of health care expenses for the females. The annual health
care expenses for the females of electrified households (Tk.1,948 ) was 85%
higher than those in the households of the non-electrified villages and 104 percent
higher than those in the non-electrified households of electrified villages
(estimated from data in Figure 1).

Figure 1: Average annual household expenditure on healtl
care by male-female by household electrification
status
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As observed, the male-female gap in household health expenditure was much less
pronounced in the electrified households than that in the two other sample
categories. For example, while in the electrified households, the annual average
health expenditure for the males was 22% higher than the females, the
corresponding health expenses were as high as 85% higher for males than females
in non-electrified households (of electrified villages), and more so, 116% higher
for males than females in the households of the non-electrified villages (estimated
based on data in Figure 1). Thus, as compared to the non-electrified households,
the electrified households not only spend more on health but also exhibit less
gender disparity on that.

In this situation, it would be pertinent to draw further inferences about the health-
poverty reduction impact of electricity, through presenting analysis of the various
aspects of incidences of poverty (below poverty line situations). The head-count
index measured in terms of DCI and CBN methodss shows distinctively that

5 Economic-poverty has been estimated using the head count measures. The direct calories
intake (DCI) and the cost-of-basic-needs (CBN) methods were used. In order to ensure
comparability of the estimated values, the official methodology used by the Bangladesh
Government in the Household Income and Expenditure Survey 2000 (published by BBS in
2001) was adopted. Also, to ensure comparability, the relevant correction factors were applied
(e.g., Taka value per person per month for 2001 in estimating the lower and upper poverty lines
using CBN method).
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poverty situation is much better in the electrified than in the non-electrified
households

3.4. Impact on Public Health Knowledge

Health inequity is a major poverty issue across the low-income countries. This is
usually termed as ‘health divide’ among the poor and the rich. This divide is
pronounced in knowledge® > first. “Access to electricity” can be a major means
to address and resolve this problem. This is evident from the low-gaps in public-
health-knowledge coefficient among the poor and rich in the electrified
households and high gaps in that in the non-electrified villages; as well as from
the relatively high knowledge coefficient among the poor in the electrified
compared to that in the non-electrified villages.

The rich-poor divide in health knowledge indicates the following:

First: The overall public-health-knowledge coefficient in the electrified
households ranged between 0.61 for landless and 0.72 for large landowning
households, i.e; the gap is 11% points (Figure 2). The corresponding values for
households in the non-electrified villages are only 0.36 (landless) and 0.59 (large

Figure 2: Rich-poor divide in public health knowledge by hin
electrification status (overall knowledge coefficient)
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6 Twenty (20) crucial public health issues against which awareness (knows or don’t know
situation) was measured included symptom of diarrhoea (01), preparation of oral rehydration
solution/labon-gur-sarbat (ORS/LGS) (02), symptoms of acute respiratory infection (ARI)
(03), Child vaccination against 6 diseases (04), place to go to for child’s vaccination (05), place
to go to for ANC checkup (06), five danger signs of pregnancy (07), place to go to for
emergency obstetric care (EOC) (08), need for PNC checkup (09), prevention of goitre using
iodized salt (10), name of three sexually transmitted diseases (STDs) (11), place to go to for
treatment of STD (12), what is HIV/AIDS (13), how HIV transmission can be stopped (14),
effect of arsenic in drinking water (15), avoidance of arsenic problem (16), reason for
nightblindness in child (17), place to go to for TB treatment (18), place to go to for leprosy
treatment (19), and necessity to use sanitary latrine (20).
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landowner) with a gap of 23% points. Thus, the poor and rich in the non-
electrified households are not only less aware than their counterparts in the
electrified households, but also the poor-rich gap is twice as high. This means
access to electricity (driven media or media exposure) at the household level

impacts significantly in reducing the knowledge-in-health poverty by increasing
the knowledge-base among the poor.

Second: The poor in the electrified households were found more knowledgeable
(61%) about the public health issues than even the rich (large landowner) in the
non-electrified villages (59%). This also means, in terms of knowledge-poverty,
the economically poor people become knowledge-rich if access to electricity is
ensured.

Third: The gaps in overall knowledge coefficients vary substantially for the same
landownership category depending on the availability of electricity in the
household. The overall knowledge coefficient of the landless in electrified
villages is 25 percent points higher than the landless in the non-electrified
villages. Such gaps were 23 percent points, 21 percent points, 19 percent points,
and 13 percent points for the marginal, small, medium and large landowning
households, respectively. This means that, ensuring access to electricity will
have profound impact in reducing the existing knowledge gaps in the non-
electrified households, and the rate of such impact will be higher for those who
are poor. Thus, in transforming poor people into rich in public health knowledge
— access to electricity can be a potential answer.

Figure 3: Share of major sources of knowledge about 20 public
health issues (aggregate share)
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Electricity has high contribution to the knowledge building about crucial public
health issues. Overall, as high as 56 percent of those having knowledge in the
electrified households reported TV as the main source of knowledge, the
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corresponding figure for TV was 28 percent in the non-electrified households in
electrified villages, and 17 percent in the non-electrified villages (Figure 3).

Thus, it can be inferred that people in the electrified households and their
neighbours, compared to those in the non-electrified villages, are more aware
about the crucial public health issues, and electricity (through TV) had played an
important role— as the major source— in enhancing such knowledge.

3.5. Impact on Availing Treatment from Medically Competent Person (MCP)

The pattern of sickness (12-months’ incidence) did not vary by status of access to
electricity. But, the distinctions indicating impact on health-poverty were
pronounced, when it was compared in terms of treating sickness by medically
competent persons (MCP)7.

It was found that availing treatment from the MCP was much more pronounced in
the electrified households compared to that in the non-electrified households
(Table 1). About 57 percent of the electrified households reported that they
availed treatment from MCP. The corresponding figure for non-electrified
households was 43 percent. This means, in case of sickness, the electrified
households are more likely to seek treatment from MCP (32% more) as compared
to those in the non-electrified household.

Secondly, gender disparity in seeking treatment from MCP is much less
pronounced in the electrified than that in the non-electrified households. The
male-female proportions in seeking treatment from MCP were 59 percent and
54.3 percent in electrified; 46.3 percent and 40.7 percent in non-electrified
households in electrified villages, and 46.4 percent and 39.9 percent in the non-
electrified villages (Table 1). The percentage points disparity was 4.7, 5.6 and 6.5
percent respectively for the three categories respectively. Thus, although disparity
existed in all categories, it was more pronounced in the non-electrified
households; and females in the non-electrified were taken to MCP while sick in a
much lesser proportions than those in the electrified households (difference being
14% points). A much encouraging finding in this regard was that the females
seeking treatment from MCP in HE was about 8 percentage points higher than
even that of the males in non-electrified villages.

Third, the landless (poor) group in the electrified households reported that in case
of 55 percent events of sickness they sought services from MCP, while it was only

7 Medically competent persons (MCP) include MBBS doctor, Family Welfare Visitor (FWV),
Nurse, Medical Assistant (MA), Sub-assistant Community Medical Officer (SACMO), other
Paramedics.
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42.5 percent in the non-electrified villages (a difference of 12.5% points). Similar
was the pattern in case of marginal, small and medium landowner categories of
households. The rich-poor gap between utilization of MCP in sickness was 9.3
percentage points in the electrified households, and as high as 21.8 percentage
points in the households of the non-electrified villages (Figure 4). Thus,
availability of electricity in the households influences the status of seeking
treatment from MCP (while sick) much more in the poor households than in the
rich households. This means that health poverty reduction— both in terms of
awareness in public health issues and utilization of medically competent persons
while sick— is possible with ensuring access to electricity in the non-electrified
households.

3.6. Impact on Maternal Health

A much higher proportion of child delivery (last birth) in the electrified
households were assisted by medically trained persons (36%)8. The
corresponding figure for the non-electrified households in electrified villages was
23.1 percent (around national average), and for households in the non-electrified
villages was 17.9 percent (Table 1). The rich-poor disparity was clearly evident:
Among the last deliveries in the electrified households, 30.4 percent in the
landless group and 67.5 percent in the large landowning group were assisted by
medically trained persons. The rich-poor gap was 37.1 percent points (with a base
of 30.4%). However, the same in the non-electrified villages were only 14.7
percent (for landless) and 25 percent (for large landowners) respectively. The rich-
poor gap being only 10.3% points (with a low base of 14.7%). Thus, in terms of
assistance in child delivery by medically trained persons the electrified
households show a much better situation — both overall, as well as by
landownership categories. On this count, the poor with electricity is better-off
even than the rich in the non-electrified villages (Table 1).

8 Medically trained persons (MTP) includes MBBS doctor FWV, Nurse, MA, SACMO, other
Paramedics, and trained traditional birth attendants (TTBAs) and not the untrained traditional
birth attendants, (UTBA). According to the most recent Demographic and Health Survey
(BDHS 1999-2000), almost all births (92%) in Bangladesh occur at home; 12.1% of births are
assisted by medically competent persons and 21.8% by trained persons; antenatal check-up
coverage by medically trained provider is 33%; and TT coverage (2 or more TT injection) is
64% (BDHS, 1999-2000: 112, 114-115, 117-118). These recent national figures would be of
use in comparing the same with our survey findings. However, a caveat to note is that the
BDHS data quoted above are national data (not rural ones). Findings from this survey are
mostly rural and were collected recently.
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The situation of availing of antenatal care (ANC) check-up during pregnancy by
medically trained provider, receipt of tetanus toxoid injections during pregnancy,
and post natal (PNC) check-up after delivery — all reported by a much higher
proportions in the electrified households compared to those in the non-electrified

Figure 4: Percentage reported ANC checkup, Figure 5: Rich-poor divide in accass to ANC and PNC
TT immunization and PNC checkup by checkup services by medically trained
medically trained providers by hh provider (% reported in connection with last
electrification status childbirth)

ANC ~ TT PNC ANC
: I .
wy
0 ° Poor @ Rich PN
- B oor ich
oo
e
~ E ki
g ©
o
m' Ll
S = =
uy o
o~ o p.‘
o
-

HE
WE-EV
WE-NEV
HE
WE-EV
WE-NEV
HE
WE-EV
WE-NEV
HE
WE-EV
WE-EV
HE
WE-EV
HE
WE-EV

households (Figure 4). The disparity in access to ANC and PNC by rich and poor
is distinctly evident (Figure 5). But, significant enough that, even the poor in the
electrified households had received more ANC check-up

services than the rich in the non-electrified villages. Thus, in general, the women
in the electrified households, irrespective of rich-poor had received more ANC
and PNC services as compared to the national averages; and women in the non-
electrified villages received relatively very little ANC and PNC services as
compared to those in the electrified villages. All these imply that having
electricity in the households positively influences the utilization of ANC and PNC
services, and also acts as a health-mediated poverty reduction factor by
motivating poor people (through radio/TV) to use ANC and PNC services in need.
It is also to be mentioned that the annual income of the poor (landless) in the
electrified households is 51% higher than that of the poor (landless) in the non-
electrified villages implying higher financial affordability of the poor in the
electrified villages. Therefore, for the poor people, electricity works in both ways,
the income and thereby affordability, and increase in knowledge-base about the
value of good health.
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Maternal morbidity during pregnancy, delivery, and within 42 days of delivery
(postpartum period) is a serious public health concern in Bangladesh®. As
expected, the proportions of women reported maternal morbidity by household
electrification status were similar for each type of morbidity — during pregnancy,
during delivery, and in 42 days after delivery. But in case of treating the morbidity
by medically competent person (MCP) major variations were observed by
household electrification status with distinct advantageous situation in the
electrified households (Figure 6).
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Source: Barkat A, 2003

Reduction in the maternal morbidity by ensuring treatment by medically
competent person as a major health-mediated poverty reduction strategy of the
Government of Bangladesh has worked better in the households having electricity
compared to those in the non-electrified villages.

This is evident from the following:

First: Women from landless group (poor) in the electrified households availed
maternal morbidity related treatment services from medically competent persons
38 percent more than their counterparts in the non-electrified villages.

9 The situation is extremely distressing and unacceptable because, each year about 600,000
pregnant women in Bangladesh develop reproductive morbidities, which diminish women’s
fertility, productivity, quality of life, and the health and survival of the next generation. See:
Government of Bangladesh (1999), Population and Development — Post ICPD Achievements
and Challenges in Bangladesh, MOHFW, presented at Special Session of the UN General
Assembly, NY June 30 - July 02, 1999: 195.
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Second: The landless women in the electrified households availed more services
(79.2%) than even the rich in the non-electrified villages (66.7%) (Table 1).

One of the best influences of electricity was found on the infant mortality rate (IMR)!,
The infant mortality rate in the electrified households is 42.7/1000 live births, in the
non-electrified households in electrified villages 53.8/1000 live births, and in the non-
electrified villages 57.8/1000 live births. IMR in the electrified households is 25
percent less than the national average (57/1000 LB) and 35 percent less than the
national rural average (66/1000 LB). Secondly, the IMR in the non-electrified
households in the electrified villages is less (53.8) than that in the non-electrified
villages (57.8). Third, the estimated IMR in the electrified villages is 49.9/1000 live
births and that in the non-electrified villages is 57.8/1000 live births!!. Finally, our
estimates show that if access to electricity is 100 percent ensured in the rural
households, and those electrified households maintain the same IMR as the current
electrified households, the annual number of infant deaths that could be saved will be
around 36,818, i.e., a savings of 101 infant deaths everyday.

Among children aged 12-23 month, the full immunization coverage!? was
significantly higher in the electrified households (60.7%) than that in the
households of non-electrified villages (36.5%) (Table 1). The coverage in the
non-electrified households of electrified rate was 54.4 percent, which is close to
the electrified households. The full immunization rate varied by household
economic status of the children. In the electrified households, the full
immunization rate was 52.2 percent for landless and 100 percent for large
landowners. The same ranged between only 28.9 percent and 66.7 percent in the
villages without electricity. Thus, not only the overall full immunization coverage,
but also, the coverage by rich - poor were high in the electrified households
compared to the households in the non-electrified villages.

10 Infant mortality rate (IMR) is the probability of dying before the first birthday. IMR is a key
reflector of a country’s level of socio-economic development and quality of life. IMR is usually
associated with antenatal care, delivery care, breastfeeding practices, immunization status, and
nutritional status of the would-be-mother, among others. IMR is a powerful determinant of life
expectancy as well, especially in a country with high IMR. The national average of IMR for
1998 was 57/1000 live births, with 47 for urban and 66 for rural (GoB 2002c: 140). The data
bases on Birth Death Sample Registration. The IMR quoted in BDHS 1999-2000 for five-years
periods preceding the survey is 66.3/1000 live births (BDHS 1999-2000: 101).

11 Among the total households in the electrified villages (in Bangladesh) the electrified
households constitute 34.8%, and non-electrified households, rest 65.2%.

12 Full immunization includes a BCG vaccination against tuberculosis; three doses of DPT
vaccine for the prevention of diphtheria, pertussis (whooping cough), and tetanus; three doses
of polio vaccine; and a vaccination against measles (WHO recommended guideline).
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3.7. Impact on Fertility and Family Planning Use

Access to electricity not only contributes to the overall increase in the
Contraceptive Prevalence Rate (CPR)!3, but also influences significantly in
raising CPR among the poor-landless. The CPR among electrified poor-
households (65.7%) was found 19.5 percent higher than that among the poor in
the non-electrified villages (CPR being 55%). The CPR in the electrified poor-
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household was even higher (by 6%) than that of the rich households in the non-
electrified villages (CPR being 61.9%).

The impact of electricity in accelerating the process of attainment of the
demographic goal of Bangladesh is clearly evident from the fact that a large share
of FP use was contributed by the television. As for 22.5 percent of the family
planning users in the electrified household, TV was mentioned as the most
influential factor prompted FP use. This self-reported weight assigned to TV was
only 6.7 percent in the non-electrified households in electrified villages, and 5.5
percent in the non-electrified villages (Figure 7). Thus, it can be concluded that
provisioning of electricity in the household combined with access to TV would
most likely contribute significantly in expediting the process of reaching the
national demographic goals of Bangladesh (NNR=1 or TFR=2.1 by 2005).

13 The national contraceptive prevalence rate for 1999-2000 was 53.8% with 60% in the urban
and 52.3% in the rural areas (BDHS 1999-2000: 51, 52).
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3.8. Impact on Use of Hygienic Latrines

One of the most notable findings having far-reaching cultural, public health and
poverty reduction implications is related to the rich-poor divide in the use of
hygienic latrines and open spaces for defecation. Over 50 percent of the poor
households having electricity use hygienic latrine, while it was only 27.3 percent
among their counterpart poor in the non-electrified villages. The rich-poor gap in
the use of hygienic latrines was 25.5 percent points in electrified households and
35.2 percent points in the non-electrified villages. More spectacularly, while only
6.8 percent of the electrified poor-households reported use of open place for
defecation, it was as high as 29.2 percent for the poor in the non-electrified
villages (Figure 8).

Figure 8: Percentage of poor and rich households
using hygienic latrine and open space for
defecation purpose
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There has been distinct cultural changes in the hygienic practices due to
household electrification, which include, among others, the use of soap after
defecation. The use of soap as a hand-washing material after defecation was
reported by a higher proportion of the poor households (60.7%) in the electrified
villages, than even the rich in the non-electrified villages (58.3%). Such use of
soap was influenced much by information-education- communication through
television.

4. Some Conclusions and Suggestions

Ascertaining accurately the extent of impact of rural electricity on health-poverty
reduction is a complex and difficult task Howiner basis of on the comparison
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between ‘with’ and ‘without’ electricity situations, the direct-indirect and
tangible-intangible benefits of electricity in health-poverty reduction have been
ascertained. Health-poverty reduction impact mediated through electricity is
evident in enhanced employment generation, increased income of the poor,
increased savings, progressive pattern of food-non food expenditure, relative high
share of education and health expenses, and increased influence over asset
building. Household possession of electricity significantly influences the shift of
a household from poor to non-poor category. Human poverty reduction impact of
electricity is evident in enhanced literacy, improved quality of education,
relatively higher empowerment status of women, better health status of the poor
in the electrified households compared to those in the non-electrified ones.
People’s exposure to electricity-driven media (most importantly, TV) matters
much in human capital formation and in improving the knowledge-base, which in
turn, influences their education and health practices. The impact of electricity on
reducing economic and health poverty and transforming human poverty produces
a type of synergy, which is a powerful catalyst in accelerating the process of
sustainable poverty reduction. Therefore, in order to accelerate the process of
reducing health poverty, strengthening pro-poor orientation in growth process and
to further human development, access to electricity of the households and social
and economic institutions should be expanded.

Our knowledge-base about the empirically firm causal relationships between
access to electricity and many crucial dimensions of health-poverty is still at the
embryonic stage. One feasible way to minimize our knowledge-gap could be to
undertake relevant secondary analyses of the huge empirical and high quality
database produced in the Bangladesh Study (Barkat et.al, 2002). Moreover, in
order to minimize our knowledge-gap and to expedite the process of informed
policy and decision making, research studies having high national and global
utility should be launched to understand more accurately the complex
relationships between the availability of electricity and various dimensions of
health-poverty reduction including women’s empowerment, mortality-morbidity
including maternal health, child health, nutrition, microcredit/ microfinance
potentials, and strategies for expanding poor people’s access to electricity.
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User Fee: An Alternative Financing Method of
Health Care in 21st Century

Sakib-Bin-Amin”
Md. Badiuzzaman
Monira Haque

Section I

Introduction

Rapid population growth, the global economic recession of 1980’s, the increasing
prelevalence of HIV related and non curable diseases, and also lower mortality rate
increased the financial hardships encountered in the public health sectors of
undeveloped and developing countries. Government has failed to support the
financial demands of health systems with its limited resources (taxes and donations).

Many underdeveloped countries charged user fees in the past — usually small
amounts at token levels as an entrance or registration fee. As more and more
governments have found it increasingly difficult to finance public sector health
care, user fees have come to be seen as a specific policy tool for addressing the
resource gap in health sector financing.

The World Bank in particular advocates user fees as a possible solution. Assuming that
individuals are both willing and able to pay for health care that benefits them, the
Bank argues that fees should be targeted at curative care and drugs in particular,
because their benefits are easily associated with their monetary value. Charging
patients would generate substantial additional funds while eliminating the
inefficiencies of free care such as excessive utilization (“frivolous use”).

From different articles published on the subjict, some of which are cited in the
Bibliography, it is found that user fee was implemented in different countries
without considering the concept of equity, quality and efficiency. These articles
suggest that user fee could be a source of welfare transfer if fees were based on
ability to pay and channeled into improvements in service quality and
accessibility.

*  The authors have graduated from Department of Economics, University of Dhaka
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The objective of this paper is to introduce a model of financing health care
considering user fee as a policy tool for broader health care and financing
package, Different aspects of user fee are critically evaluated for its
implementation.

To prepare this paper, secondary data on health care financing by government and
non-government organizations have been used. Available literature on the subject
has been reviewed to develop a conceptual framework. The feasibility of user fees
in financing health care has also been reviewed For all these purposes, arailable
research papers, secondary statistical information and different reports of
Government and non-government organizations have been consulted.

Section 2
What are user fees?

User fees, also known as cost recovery, cost sharing and community financing, are
fees charged for the use of services such as health or education. The World Bank
and IMF have strongly supported user fees and often made them a condition of
lending. Services now subject to charges were often provided free or at a nominal
cost before World Bank and IMF involvement. In 1998, according to the Bank’s
Operations Evaluation Department (OED) “about 40% of projects in the Bank’s
[health, nutrition and population] portfolio-and nearly 75% of projects in sub-
Saharan Africa-included the establishment or expansion of user’s fees.”

The World Bank has promoted such schemes to achieve the dual goals of
generating financial resources for under-funded programs and to encourage better
quality and more efficiency. Cost-recovery schemes, the World Bank asserts, can
succeed in achieving these goals, only if governments take complementary
measures, 1) to ensure that services are accessible and of reasonable quality, 2) to
redirect the freed revenues to under-funded health programs that provide public
benefits and into increasing the number and quality of facilities to serve the poor
and 3) to provide protection to the poor who cannot afford new or higher charges
(Akin, 1987).

The term “User Fee” refers to the charges levied on users of public sector health
services with the aim of recovering some or all of the costs pf providing such
services. The two main objectives of user fees are to generate revenue and to deter
“frivolous” use of services.
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Advantages of “User Fee”

User fee can perform several useful functions in a government health system.
They can:

e Raise revenue
e Improve quality, especially through improved drug availability
e Extend service coverage

e Promote appropriate or efficient use of health services, including
strengthening of the referral system, reduction in frivolous demand, and
limiting the growing demands on health services

e Improve equity

e User fees help to finance staff and non-staff costs in government health
facilities, and therefore make provision possible

e Reflect the economic theory, payment=MC

e Improve equality between public and private services in terms of payment of
fee.

e Increase decentralization and sustainability

Section 3
Some lessons of experience

Despite the World Bank’s claim that user fees increase quality and effectiveness,
evidence suggests that the system does not benefit the poor because of corrupt
practices of health care staff and the poor working of administrative mechanisms.
The introduction of user fees tends to dissuade the poor more than the rich from
using health care services, also tends to delay care and shift people to self
—meditation and informal forms of care. There is also some evidence that
utilization increases where the poor consider the treatment as quality treatment.
Opponents of user fees point to the fact that charging for services denies access to
those who are most in need of health care, namely the poor. Economic hardships
in underdeveloped countries prevent the majority of the population from paying
fees, so the objective of user fees to raise funds for the public health sector is not
likely to be achieved. With quality however, improvements, the price effect on
utilization may be offset, and there may even be increases in utilization. The poor
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have even been found to be willing to pay high amounts when services are good
quality.

A survey in Tanzania indicates that 84% of rural and 81% of urban dwellers did
not have sufficient funds to pay for health services, while in Kenya user fees had
to be suspended for causing a “one-third drop in the number of patients seeking
health care”. There is growing consensus that user fees will reduce access to
health care: the main issue of debate relates to the groups most vulnerable to this,
and the extent to which utilization declines.

Furthermore, few underdeveloped countries recover more than 15% of health
expenditure through user fees. Vogel’s comparisons of revenue collected through
fees in sub-Saharan Africa indicate a range of less than 1% of recurrent
government health expenditure in Burkina Faso to approximately 15% in Ghana.
In Africa, fee systems currently yield a gross average of around 5% of operating
costs.

Creese (1991) suggests that user fees could be a contributory rather than a
deterring force in financing public health. It can contribute to the improvement of
the financial base of the health sector. The review article (Vogel, 1998) reports
that in Sub-Saharan Africa around 5% operating costs are recovered on average
by user fees in public facilities. Ghana has the highest cost recovery rate and
recouping 15% of the current government expenditure in the form of user fees.
Mwabu and Mwangi (1986) using simulation model showed that a 100% increase
in user fees at government rural health clinics in Kenya would result in an initial
fall of utilization by 9%. However, if the extra revenue generated by increased
charges were used to improve the quality of the services, the use of services
subsequently would rise to past level.

Litvak and Bodart (1993) found that in Cameroon the user fee along with quality
improvement (with regard to the availability of drugs) increased access to health
care facility utilization. In fact, the lowest income group, which is often said to be
hurt by user fees, was found to seek more care in Niger than others groups.

Section 4
Problems associated with the implementation of user fee system

A main finding arising from the available analysis of health services utilization by
socioeconomic status (World Bank, 1999) is that the poor use health services
significantly less than the non-poor, and that the main obstacle to use by the poor
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seems to be the private costs of health care (mainly user fees). Other important
obstacles to consumption of health care by the poor are physical access to
qualified health care providers, quality of care, and educational levels. The
relatively lower health status of the poor may be explained in part by their
comparatively lower accessibility to health services Similarly, children with acute
respiratory infections (ARI) or suffering from diarrhea are significantly more
likely to be taken to a health care provider if they are non-poor than if they belong
to low income households. Similar contrasts arise with regard to maternal and
obstetric health services. And the members of lower-income households are
significantly less likely to seek care from public and private providers than those
with higher socioeconomic status, and more likely to self treat or to go without
any treatment.

Who will be exempted?

In order to avoid the negative incentives of user fees on those who are unable (or
unwilling) to pay user fee, exemptions can provide a way of avoiding the negative
equity impacts of such a policy. The poor people who are unable to pay the user
fees should be separated properly under an efficient managerial skill so that there
are no reductions in utilization because of the imposition of the user fee.

Some services such as family planning and sterilization services, immunization
and other measures to combat infectious diseases, examination of and taking of
samples from assault and rape victims, person suffering from communicable or
/and notifiable diseases (e.g. tuberculosis, leprosy, cholera, venereal diseases),
public sector health personnel injured in the performance of their duties should
not be incorporated under the user fee schemes.

Conlflict between viable exemption scheme and viable salary incentive

There is a systematic conflict between a viable exemption scheme and a viable
salary incentive scheme. There is an inherent tension in a facility seeking to
operate a viable exemption scheme and a viable salary incentive scheme. If the
hospital is operating at full capacity and is striving towards improving efficiency,
then granting exemptions would be virtually intolerable. Ironically, exemptions
are more likely to be granted in facilities, which are performing less well, and
where serving a patient for free does not necessarily mean excluding a fee paying
patient. The competition, outlined above, between patients for more exemptions
and staff for greater salary incentives is actually part of a broader systemic
tension, inherent in the design of the health-financing scheme, between equity and
efficiency. There is a real danger that increasing equity, by lowering costs and
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providing more exemptions to the poor will undermine efficiency. Conversely, as
facilities strive towards greater efficiency, there is a real danger that the poor will
become even more marginalized. If the tensions outlined above are to be relieved,
it is clear that the mechanism for financing exemptions must be completely
separated from the mechanism for financing salary supplements and operating
costs.

Health sector reform

It is commonly believed and recognized that the health system in developing
countries needs to be changed for the better. It is a fact that in many countries the
health system has undergone intensive reform. There have been many reasons as
to why there is a need for change. As Frenk (1994) has pointed out, health system
reform stems firstly from economic, political and ideological reasons. Economic
crises in developing countries, scarcity of resources, the changing of political and
ideological regimes, have led to macro economic reform, which inevitably
inspires sectoral reform, including health sector reform as well. Secondly, the
health system itself appears ineffective in facing the complexities posed by
epidemiological transition. The health sector of developing countries is weak,
stagnant, ineffective and inefficient in providing services, let alone coping with
newly emerging challenges and new health needs. The disease pattern has
changed the constituents for health improvements; these induced health systems
have changed in order for these to be more responsive to new demands. In
practice, reforms are the concern for all governments at present, Though they have
different emphasis in different countries, they share a common goal which is to
improve the quality of basic services within very limited institutional capacity and
resources (Cassels, 1994)

Gilson and Mills (1995) have summarized that health reform is a package of
policy measures affecting the organizations, funding and management of the
health system. Obviously, there is no universal package of approaches for
undertaking these reforms as each country is in such a different political, social
and economic circumstance that requires different ways to tackle the problems.
Health reforms, however, can be characterized by a set of main elements:

1. Identifying and responding to major health problems

2. Organizational and management changes, including decentralization
3. Health financing strategies
4

Improving quality of care
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Section 5
Decentralization

One of the ways to improve service promotion by the government is
decentralization. In recent years, decentralization of primary health care provision
has been strongly supported by donors, and many countries have undertaken
reforms along these lines. Decentralization may be viewed in narrow and broad
terms. In a narrow sense, it may mean delegation or deconcentration of central
government functions to lower levels while the central government exercises
authority with respect to policy, finance and administration. In a broad sense,
decentralization means devolution of central government authority to local levels.
It can work in different spheres-administrative, fiscal and political

Cassels (1995) has pointed out, in health, decentralization means the transfer of
more responsibilities for the management, policy making and provision of health
care to local level or to agencies within the health sector. This assumes that the
lower level government is closer to people, hence they have been given power so
that the work they do and the result of their work will be more responsive to the
local people’s needs. Therefore, many writers (Green 1992; Mills, 1994) have
argued that decentralization, in whatever form it takes, should work towards
common goals. The decision making should be brought closer to field-level
service providers, so that their participation will be enhanced, voices will be
heard, and, therefore, the government and people will become more responsive to
each other.

Why decentralization is needed?

1. The differentiation of fees by income level is difficult to implement because
many public sector institutions do not have the infrastructure or managerial
capacity to administer the method appropriately. Furthermore, verification of
the income declared by patients is often impossible, and the administrative
cost there of is high in relation to the revenue gained.

2. Providers have been found to be corrupt in the collection of user fees—when
fees are not written down they can charge variable prices; fees are pocketed
when there are no mechanisms in place to ensure money is accounted for; and
providers do not always exempt those who should be.

3. In many cases, user fees are collected at the local health facility and sent
directly to a central authority (Ministry of Health, Treasury), creating serious
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obstacles to recycling the revenues to improve quality at the collection
facility.

4. The introduction of user fees can introduce both efficient and inefficient
medical practices and patient behavior. On the one hand, if health care
facility is good, itis likely to enhance demend. This is partially evidenced by
the wide reporting of polypharmacy throughout the developing world. On the
other hand, the introduction of fees may reduce the ‘frivolous’ use of health
services—health care that is not really needed by the patient.

How decentralization improves quality?

A World Bank study on Vietnam has revealed that in a highly centralized
management system, where all decisions and planning are made at the central
level and where the lower level just play the role of administrator or policy
implementers, the quality of services is often poor. The officials at the lower level
often think that they are not responsible for failures occurring locally but the
accuse either the finance sector for not providing enough resources for them to
fulfill the task or accuse the central ministerial level for their imposed, dogmatic
policy and guidelines, which the local officials consider as the root causes of the
failures of policy implementation (World Bank, 1996). The study has further
pointed out that in practice the local leaders often have to modify the imposed
policy unofficially in order to meet the local needs.

The reason for organizational and management reform in health is to improve the
capacity of each level, to enable them to work more effectively and spend
resources efficiently. With decentralization, local communities are given clear
responsibilities, which inspire them to be more concerned about their staff, about
the way to get the work done, and to fulfill the targets satisfactorily within the
limitation of the budget they have. They are allowed to work flexibly and
creatively to utilize and mobilize all potential resources available in their locality.
Furthermore, they are replaced in a position where they must be accountable to
the higher level of government, from whom they are assigned the work. In
addition, it is commonly believed that at the lower level there is a greater potential
for multisectoral collaboration, which is important for implementing primary
health care programme and contributing to health improvement at the locality
(Green, 1992).

Nevertheless, the positive ones included increased participation by less powerful
groups in decision-making over the design of services and resource allocation,
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improved access and utilization of services by the poor, reduction of disparities in
the provision of health facilities, and their use among various geographical
regions, improved quality of health services and responsiveness to local
preferences in health planning.

Besides, Rondinelli et al (1983), Green (1994) and World Bank (1997) have
identified a number of pitfalls of decentralization, such as developing countries
that lack capacity strengthening abilities for both local and central government,
can lead to negative impacts. Decentralization may also lead to local government
vulnerability resulting from control by locally dominant groups or it can lead to
the monopolizing of local political leaders. Perhaps the most severe weakness is
that decentralization can lead to disparities across regions and communities as
well as ignorance of equity in health services.

Section 6
A proposed model for the proper implementation of user fee

Empirical evidence suggests that user fees could be a source of welfare transfer if
fees are based on ability to pay and are channeled into improvements in service
quality and accessibility (Greese 1991). The vulnerable people should be
exempted from charging user fee so that they can get free access in the different
levels of health care institutions. Besides user fee should be differentiated
according to income level.

In our model, all the patients interested to take health care have to face a means
test to determine their eligibility. Then according to the results we divide the
patients into two groups. Patients applying but found not eligible for exemptions,
along with patients not applying for exemptions are subject to and must pay the
provider’s customary fees according to their income levels. Exempt patients,
instead, are offered care free or at a reduced price. In this way all the patients can
get equal health care under the user fee schemes.

Section 7
Conclusion

The overall analytic view and the available evidence suggest that user fee is
unlikely to accrue financial benefit if it is introduced in isolation. It should always
be considered as one of the policy tools for a broader health care and financing
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Figure: Introducing a Model For the Proper
Implementation Of User Fee
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package. The concept of equity, quality and efficiency should be the integral part
of a user fee implementation package to achieve interactive benefit of this policy
tool.

—» Means —

Test

If the user fee can be implemented with the intention of keeping equity between
rich and poor; improving the quality of health care and increasing its efficiency,
then user fee may provide an attractive alternative to hundred percent government
financing of the state health system for the underdeveloped or more revenue
constrained countries.
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Concepts of Asymmetric Information: A Review

Md. Ashraful Islam*

1. Introduction

Information is central in understanding and solving problems. Information
Economics and study in Asymmetric Information (AI) brought a new approach to
analyze problems. In this respect a number of studies contributed to augment
knowledge. Early economists had awareness about the problems of information
[1]. Arrow and Debreu (1954) formulated standard version of general equilibrium
theory, and assumed perfect information. However, assumption of perfect
information no longer holds. Raiffa (1968) searched for transaction costs and the
degree of imperfect information. Akorlof worked on the market for lemons
(1970), Spence worked on signaling in labor markets through education (1973),
and Stiglitz (& Rothschild) worked on self-screening in the insurance markets [2].
Understanding how information is obtained and disseminated is critical for
understanding how economies function. Practitioners are interested in real world
economic and policy problems. This paper tries to answer what is meant by
asymmetric information (Al), theoretical and practical reasons for studying Al,
and economic & management implications of asymmetric information. The study
in Al has considerable theoretical and empirical significance. This is to integrate
knowledge from different studies, which can be employed in the process of
management of resources.

Objectives: The objective of the study is to review the research relating to
asymmetric information. Various concepts have been explored. The specific
objectives are:

(i) To explore the knowledge framework of Asymmetric Information;
(i) To identify the relevant concepts for generating usable knowledge; and

(iii) To identify how this knowledge can be better utilized in our context.

*  Md. Ashraful Islam, Manager, Bangladesh Shilpa Bank, Dhaka. This study reflects views of
the author and does not reflect the view of the organization he represents.
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Methodology: Finding a strategy to create categories of variables of interest is the
responsibility of investigators in order to understand and formulate a line of study.
A number of concepts revolve around the knowledge framework of Asymmetric
Information. These concepts have significant relation with asymmetric
information. The relationships may be characterized as visible and invisible. The
interactions among themselves are not always measurable. However, these can be
conceptualized through logical analysis and description of the context, needs, and
results. In this study, these concepts are grouped as Principal & Agent, Markets,
Economic-Indicators (Vectors), Decision, Learning, Information, and
Consequences. Concepts in a framework are shown in table # 1.

Table 1: Asymmetric Information: Concepts and Components

SI  Concepts Components

1 Principal and Agent Principal, Agents, Buyers, Sellers, Employers, Employee

2 Markets Government Contracts, Auction and Bidding, Insurance
Markets, Capital Markets, Stock Markets, Credit Markets

3 Economic-Indicators Interest, Repayments, Price, Wages, Employment, Skills

(Vectors)

4 Decision Decision Making, Risk, Uncertainty, Rationality, Rational
Expectation, Bounded Rationality, Near Rationality

5 Learning Information Problems, Employers’ Learning Problem,
Background Information, Screening Problem, Signaling

6  Information Imperfect Information, Cost of Information, Information
Incompleteness, Information Flows, Private Information

7  Consequences Adverse Selection, Moral Hazard, Enforcement Problem,

Incentives Problems

Principal and Agent (Government, Organizations, Buyers, and Sellers) operate in
a market. They consider Critical Success Factors (CSFs) and strive to gain in
transaction. Decision process of Principals or Agents needs information, learning,
and experience. Learning process suffers from inability to search for information
(cognitive capability), and willingness to learn. Imperfect information, cost of
information, and information incompleteness influence learning. So,
consequences suffer from Adverse Selection, Moral Hazard, Enforcement
Problem, Incentives Problems etc. These suffocate the principal or agent towards
uncertainty, show different behavior towards risk, and deviate from rationality
towards bounded rationality. However, this paper does not cover details of Al and
only key concepts are explored in the following sections.
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2. Key Concepts of Asymmetric Information

Asymmetric Information represents a situation when some parties know more
than others. When one party to an exchange knows something relevant to the
transaction that the other party does not know such a situation is known as
asymmetries of information (McAfee and McMillan, 1987, p.699). Al
characterizes many business situations. It explains the phenomena of variables
(product quality, skill and abilities of worker, firm’s cost, competitive position,
and investment opportunities) in many institutional arrangements in a society. It
also helps to understand warranties offered (on parts & services), incentives and
rewards (in contracts signed by firm and employees), monitoring the behavior of
managers (by shareholders) etc. Al can lead to market failure. To overcome the
problem, sellers may provide signal to potential buyers about the quality of
products. Adverse Selection and Moral Hazard are two important terms that allow
us to understand the problems of Al. Arrow invented the concept of moral hazard
(1971), educational signaling (1973), and risk bearing (1964). The constraints
imposed by information asymmetries can be as significant as any resource
constraints. Concepts deserve exploration.

2.1. Principal & Agent: The Principal-Agent problem is a general class of
problems with Al. The Principal is the uninformed party and the Agent is the
informed party. Agents are better endowed than others about certain pieces of
information. Asymmetric information is a problem for firm management, which
can be labeled as the ‘Problem of the separation of ownership and control’ i.e. the
Principal-Agent problem (Berle and Means 1933). In Employer and Employee
relation, employee’s effort can not be monitored perfectly. This is also applicable
in the relations between the stockholders and the manager of a firm, between
insurer and insured, between regulated firm and the regulatory agency, between
supplier and the consumers of public goods, between a socialist firm and the
central planner. Also, between buyer and seller when the value of the item is
uncertain.

2.2. Markets: An owner of a car usually has better knowledge about its
condition than a prospective- buyer. Such situations are fairly common and give
rise to certain inefficient outcomes. The lower the difference in valuation between
buyers and sellers and the higher the difference between peaches (good cars) and
lemons (bad cars) in quality, the more severe are the market inefficiencies.

In insurance, regulation attempts to achieve two goals: (i) guarantee of continual
fulfillment of commitments and (ii) equal access to or improved availability of
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insurance. While the first can be secured by solvency regulation, premium
regulation, compulsory or social insurance can attain the second. In competitive
insurance market, asymmetric information may lead to dis-equilibrium, transfer
from good to bad risk. Regulation may lead to welfare improvements (Eisen
1986). Competition in signaling could reduce the inefficiencies associated with it.
Passive response signals involve receivers of signals simply reading them in the
light of past experiences. Over-investment in the signals result inefficiency.
Active response signals involve receivers anticipate the effect of their own
responses on the patterns of investment in the signal with possibility of improved
efficiency (Spencel976). Auctions: A seller who does not know buyer’s valuation
can use an auction to sell, while a buyer does not know seller’s costs can use an
auction to buy. Auctions exploit strategic interaction among competing bidders to
induce self-selection among the participants according to their respective values
for the item. The winner’s curse in an auction to buy refers where the winning
bidder over-estimates the true value of the item for sale, and in auction to sell
refers where the winning bidder under-estimates the true cost of providing the
item. The winners curse is more severe when number of bidders is larger, and true
value of the item is more uncertain.

2.3. Economic Indicators: The study in Al hangs around several economic
indicators such as loan repayment, Interest-Rate, Product-Price, Wages, skills, and
Employment. Adam Smith (1776) observed that as interest rate rises the best
borrowers drop out of the market. Alfread Marshall (1890) observed that workers
are not always paid on the basis of tasks performed because of the difficulty of
observing exactly what they do, and argued that information imperfections would
‘greatly complicate’ economic analysis. The increase in interest rate is a major
factor that promotes financial crises. The same interest rate charged to all
borrowers attracts more high-risk borrowers, which forces the interest rate go up,
which forces the number of high-risk borrowers further and this continues causing
credit market failure. The increases in interest rate quickly eroded the net-worth
of the already highly indebted firms (Stiglitz 1999). Calculating net-worth of a
firm requires asset position, adjustments in prices of goods it sells, factors it
purchases and also an estimate of how these will move through time. Lowering
price without advertisement expenditure induces no new customers to launch a
data search, which may result in loss in sales. Search is costly and the extent of
customer’s search depends on perceptions of whether the offered price deviates
from that being offered by others. The changes in price, wage, interest rates
occurred in many cases due to information imperfection (Stiglitz 1999).
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2.4. Decision: Bounded Rationality: Herbert Simon (1955) was concerned with
the problems of computability, and complexity of information and argued for the
inevitability of bounded rationality. Conlisk (1996) identified searching costs as a
fundamental source of bounded rationality in economic decision making.
Uncertainty and Risk: The uncertainty arises for two reasons. First, changes in
firms’ circumstances (including the signal they receive) are only imperfectly
known by other firms. Second, firms receiving the same information or the same
shocks will react differently, depending on their circumstances and characteristics,
(which is not common knowledge). The larger the disturbances to the economy,
the greater the uncertainty. In uncertain situation, bidder’s response depends on
their attitude toward risk. In independent private values model i.e. any one
bidder’s valuation is independent from any other bidder’s valuation, one bidder
perceives any other bidder’s valuation from some probability distribution. This
applies to an auction of an antique and also to government contract bidding. In
common-value model, the bidders perhaps, having access to different
information, have different guesses on worth (objectively) of item. The bidder
may change his-own valuation on learning someone else’s valuation
(information). But, in independent private value model, the bidder knows his own
mind and learning about another’s valuation probably may not cause him to
change his own valuation. The benchmark model suggests that increase in the
numbers of bidders increases the revenue on average of the seller. Seller prior
commitment resists him to exploit additional information, because he obtains it
only after having committed himself (McAfee and McMillan, 1987, p.711). For
an economy under uncertainty, the fundamental theorem of welfare economics is
valid if, and only if, markets are complete. However, information asymmetries
and control problems usually preclude the completeness of the market system.
(Hellwing 1986).

2.5. Learning: Leon Walras (1874) noted that the problem of attainment is at least
partly an information-processing problem. The auctioneer gathers the various
responses to the proposed price vectors in order to adjust the price vector toward
the general equilibrium, all prior to any market trading taking place (Rosser 2003,
p.-14). Friedrick Hayek (1945) worked on dispersed and tacit information in the
socialist planning controversy. He argued that to plan efficiently, the central
planner would never be able to learn the information that is dispersed throughout
the economy in a tacit way.

Signaling: Lemons by their presence cause a negative externality to peach (good
car) owners causing severe market inefficiencies. One way to restore efficiency is
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by signaling. Signaling means providing reliable guide to quality or provide
warranty. Candidates’ initiative in acquiring good grades / taking special training
is the signaling. In selling, the informed party initiates the move. Signaling refers
to an action initiated by the better-informed party to communicate its
characteristics in a credible way to the less-informed party. Signaling is credible
only if it induces self-selection among the better-informed parties (e.g. buy back
offers by sellers). The cost of the signal must be sufficiently lower for parties with
superior characteristics than for parties with inferior characteristics. In signaling
models, the party which possesses the private information, offers the terms of
exchange which the other party can either accept or reject.

Screening: Screening is an initiative of the party with less information, while
signaling is the initiative of the party with better information. Potential employer
initiates the move i.e. to select candidates devises an entrance test and earned
grades. Screening is the initiative of a less-informed party to indirectly elicit the
other party’s characteristics. This indirect method works only if the less informed
party can identify and control some variables that the better-informed parties are
differently sensitive to. The less informed party must develop alternatives around
that variable to induce self-selection. He needs as many differentiating variables
(policies) as there are characteristics (careless, risk aversion) that it can not
observe.

2.6. Information: There are many information problems i.e. instance of prices
and qualities of the various objects that are for sale in the market, the quality and
efforts of workers they hire, the return of investment projects (Stiglitz 2001,
p-483). Information leakage problem affects dealing. In order to overcome
information leakage problem, the seller of information (signaling procedure) may
prefer to sell noisier versions of information and to sell different signals to
different traders (Admati and Paul, 1986). The bargaining ability of the auctioneer
is limited by the asymmetries of information because he does not know any
bidder’s valuation of the items. Thus auctioneers’ ability to extract surplus is more
limited (McAfee and McMillan, 1987, p.704). More on information problems are
given below.

Imperfect Information: Arrow (1974) expressed that imperfect information can
lead to incomplete contracts, which cause inefficiencies. The monetary policy
maker’s objectives shift through time causing asymmetries in information.
Imprecise control procedures cause imperfect information (Cukierman and Allan,
1986). The absence of certain knowledge is also called imperfect information.
When one party has better information than other i.e. the distribution of
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information is asymmetric, then other party may have imperfect information and
hence bear risk. Risk (uncertainty about benefits or costs) arises whenever there
is imperfect information about something that affects benefits or costs. A market
could be perfectly competitive even when buyers and sellers have imperfect
information, as long as they all have the same imperfect information. Parties with
imperfect information bear risk.

Private information: In bidding, it is important to a bidder that his information
to be private than that to be precise. Having private information raises a bidder’s
profit. A bidder who has information because he has already drilled near wells,
gains from superior information. The gains from superior information is less if a
rival also has superior information (McAfee and McMillan, 1987, p.731).

Information Cost: Vickery (1961) observed that because gathering information
is costly, it is optimal to be less than fully informed. Williamson (1979) identified
transaction costs as a source of incomplete information. In full information case
(separating equilibrium-SE), lemon seller can not offer warranty, peach seller can
offer a warranty to ensure that this is a good product but social welfare is lower
because of the additional cost to the sellers of servicing their warranties. In a
pooling equilibrium (PE) the price received by the peach seller does not cover his
valuation for the car and the warranty cost. A lemon owner benefits while a peach
owner is harmed in a pooling equilibrium (PE) relative to a separating equilibrium
(SE) (Dhami 2003, p.3). Negative correlation exists between signaling costs and
productive capability. Grade in schools is positively correlated with productive
work capability (Spence 1973, p.21).

2.7. Consequences: Symmetric information sharing is not a commonly observed
feature in the real world. So, one enjoys an informational advantage over others.
Adverse Selection, Moral Hazard, Enforcement Problems and Incentive Problems
are major factors for consequences.

Adverse Selection: In Adverse Selection, the effort is unobservable (employer
can not observe). Adverse selection occurs when the potential insurer is unable to
determine the exact status of the insurer’s health or the interviewer is unable to
determine the candidate’s ability (here health / ability is the hidden information).
In adverse selection, the party with relatively poor information draws a selection
with relatively less attractive characteristics. The used car market and the loan
market are the two live examples of adverse selection. In the used car market,
quality of car is unknown before the customer buys it, price reflects average
quality in pool, sellers of bad cars win, sellers of good cars lose, some sellers of
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good cars might withdraw theirs and adverse selection of cars remains in pool.
Severe adverse selection can cause a market to fail, and price changes do not help
to restore equilibrium. In the loan market, expected income and honesty of
borrower is unknown before loan is disbursed. Interest rate reflects average
quality in pool, high-income borrowers get good deal, low-income borrowers get
bad deal. Some high-income borrowers do not borrow, adverse selection of
borrowers remains, and this leads to failure in loan market. Bank must check up
on borrowers. Bank must be careful in selecting borrowers about whom there is a
lot of asymmetric information.

Moral Hazard: Stiglitz (1976) introduced the concept of screening to address
asymmetric information problems leading to both adverse selection and moral
hazard in insurance market. The screening offer a variety of contracts that
encourage agents in revealing accurate information about their risk ness through
a process of self-selection. The lower risk agents will tend to select contracts that
charge lower premiums (p.21). Moral hazard problem arises due to the fact that
the auctioneer cannot control what the winning bidder does afterward (McAfee
and McMillan, 1987, p.717). There are many examples. In oil extraction, if the
royalty rate is high, then less oil will be extracted. The sales of a book vary with
the amount of publicity the publisher chooses. The production costs incurred by a
contractor in part depend on how much effort he makes to hold costs down. The
car insurance market and the stock market are two most important examples of
moral hazard. In the car insurance market, insurance company can not control
how careful the driver is After the contract is signed, the insured driver becomes
more reckless than the uninsured, premium must go up and thus drivers may end
up not insuring themselves. Government should impose strict regulation for
solution. In the stock market, stockholders can not control whether manager
prudently spends money or wastes funds, managers who have a lot of funds waste
them, investors become reluctant to provide funds, firm ends up not getting
needed funds and useful activities are not undertaken.

3. Observation of Application of Knowledge in Bangladesh

Top issues, which relate to Asymmetric Information, are outlined. Borrowers,
after getting loan, do not invest in project as stipulated in the project proposal and
as documented with bank (in many cases). Bankers, who sanction credit to a
project, their inability to observe the credit-worthiness of the borrower might
cause the lending market to cease (worsen). The credit market is hindered by the
inability of the banker to obtain borrowers’ current status including financial,
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management setup and owners’ detail information including their financial
involvement. Bankers cannot control what the borrower set their line of business
to do after getting the loan causing moral hazard problems. Inability to control the
activities of the borrowers is also referred to as enforcement problem for the
bankers. In civil construction, supply and services to government agencies, the
weaknesses in bidding procedures are serious issues that remained unresolved
since long. Management of natural resources, contracting procedures, and
inability to develop natural resource based industry are serious problems. Moral
degradation of officials, adoption of unfair means in transactions are both moral
hazard and enforcement problems. Inability of the administrator to direct and
regulate their officials caused principal-agent problems. Il Motive of the public
representatives in acquiring resources, direct and indirect facilities and money
involve principal-agent problems. Problems of knowledge management in
government agencies, corporations, research institutes, universities, and
application suffer seriously causing information problems.

4. Conclusion

Asymmetric Information refers to a situation when two or more parties to a
transaction, at least one of the parties has access to information that the other
parties do not possess. Adverse Selection exists before the two enter into a
relationship and Moral Hazard occurs after the parties enter into a relationship.
Asymmetric Information raises many problems, which plague most economic
transactions. The problems of Al can be resolved directly through appraisal
method for observable phenomena or indirectly through screening, signaling or
contingent payment methods for unobservable phenomena. The world is yet
uncertain about the problems raised in the study of Al. We must relate the major
concepts and components in respect of our major problems such as poverty
reduction, social discrimination, employment generation, industrialization, capital
and money market, and application of derived knowledge. Asymmetric
Information is a rapidly expanding field. To me, understanding and application of
concepts have far reaching impact. Concepts cross-cut many social science fields,
and have theoretical and practical value for economists, administrators and
businesses. We must try to resolve the major economic, social, and business
problems considering the concepts and knowledge of Asymmetric Information.
This review is very selective and brief. Interested readers may find it profitable to
consult the references.
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Endnotes

[1]. Among them are Adam Smith (1776), Simonde de Sismondi (1814), John Stuart Mill
(1848), Alfred Marshall (1890), Leon Walras (1874), Arrow and Debreu (1954),
Friedrick Hayek (1945), Herbert Simon (1955), Berle and Means (1933) are
prominent (Rosser 2003).

[2]. William Vickerey (1961) and James Mirrlees (1971) were given a Nobel Prize for
work on asymmetric information in 1997. George A. Akerlof, A. Michael Spence,
and Joseph E. Stiglitz were awarded again a Nobel Prize for work on the economic
implications of asymmetric information in 2001.
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Investment Climate within Overall Political Economy of Bangladesh

Development without investment is improbable. And in Bangladesh, accelerating
the process of development without sustained large scale investment in both
productive and human development fronts is more so true. For getting the desired
investment, however, an investment finendly climate has to be ensured.

The investment related development in the broader sphere of the economy
indicates a mix of encouraging and discouraging trends. The good news in the
economic development associated with investment includes the following:

1.

An increasing integration with the global economy: in 1990°s trade has been
doubled and reached 31% of the GDP by 2001.

Deregulation of foreign investment, to a large extent (this blanket
liberalization issue is debatable).

Boost in the accelerated repatriation of profit and income.

Formulation of conducive-to-development industrial policy reforms (1982,
1986), which has lifted import controls, encouraged export, rationalized tariff.

Shifting from fixed to floating exchange rate (limited to current account
transactions and not to capital accounts).
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All these gains could not be realized to the desired level due to the prevalence of
the discouraging factors which include, among others, the following:

1. Deteriorating law and order situation.

2. Weak state capacity to govern and deliver services primarily attributed to the
lack of transparency and accountability of public institutions.

3. Growing mistrust on the judiciary.
4. Slow growth of domestic investment in productive sectors.

5. Lack of interest of the investors (many foreign investors have already
withdrawn).

6. Slow pace of reforms in the institutional and regulatory framework.

7. Lost momentum of liberalization, especially in infrastructure (An example:
The cost of shipping a container of garments from Chittagong to US markets
is about twice as high as shipping from Bombay or Shaghai — and this is due
to inefficiency and corruption in the port).

8. Less emphasis on prioritization and sequencing of liberalization

9. High share of non-performing loans (out of total US$ 47 billion loans
disbursed during the last 20 years 73.2% are ‘bad debt’: Bank Reform
Committee Report, 10 July 2003).

10. Meagre foreign direct investment: about $620 million annually during 1992-
2000, which is one of the lowest in emerging Asia (3-7 times less than in
Cambodia and Vietnam).

Structural weakness deters investment-mediated development process in
Bangladesh. A governance structure conducive-to-development acts as a powerful
catalyst in promoting investment. The present day investment situation is a matter
of structure, which was formed in a historical process, and an understanding of the
content of that process is important to set the stage for a better future within
globalized politico-economic system. From this standpoint, the following
dimensions are in order:

e The initial 15 years (1975-1990) of development and investment in
Bangladesh can be denoted as development within mis-governance by
authoritarian regimes including pure military rule and legitimised civil
system of military rule. The outcomes of which were at least two-fold.
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1.

Increased vulnerability to attract both the domestic and foreign private
capital inflows in the form of foreign direct investment (FDI), portfolio
investment, foreign currency loans, and suppliers credit and loans.

Slowing down the process of democratic transition, a sine qua non to
pave the way for investment-friendly environment.

e After twenty years of independence, in 1990, the development journey started
with a deep-rooted corrupt system. The last 14 years (1990-2004) can be
denoted as the time of “Parliamentary democracy” operating within an
inherited corrupt system. The unfortunate indications, include among others,
the following:

L.

Narrow party-based politicization which acts as both cause and effect of
bad investment climate.

Expanded clientism indicated through lack of cohesion, mistrust, partisan
bureaucracy, escalation of inefficiency, misuse of public office etc.
Bureaucracy, in today’s Bangladesh, can best be portrayed as
conglomerate of persons driven solely by personal interests.

The structure and extent of inefficiency in human resource management in the
government has reached a level to act as a breeding ground for further inefficiency
and wastage in the system. This could be seen as a factor retarding the process of
engaged governance, which is absolutely necessary to ensure smooth flow of
investment and job creation. The status of the relevant human resource
management issues can best be termed as follows:

L.

The whole process of recruitment, training and placement (transfer,
posting) is politicised, i.e. merit is subordinated to political
considerations.

There is no compatibility between the training and posting of investment
personnel, i.e. wastage of trained human power.

The relevant officials responsible for managing investment opportunities
can be characterized by people having inadequate policy and negotiation
skill to efficiently participate in the multilateral and bilateral agreements,
regional treaties etc.

In addition to the above, in terms of sustained human development, many
daunting challenges remain. First, despite some gains, massive poverty persists,
particularly in the rural areas and urban slums; and the basis for dis-empowerment
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and inequality has broadened and increased. Second, confrontational politics
weakens the political will and social stamina needed to challenge the self-serving
elite, bureaucracy, military, labor unions and corrupt business forces that block the
potentials of progress critical for accelerating and broadening development.
Third, poor governance, weak institutions and public resources, and weak sector
performance inhibit development and reduce the access of the excluded to public
services and benefits. Fourth, foreign aid has been less effective than it could be,
reducing its impact on growth and poverty reduction”.

Finally, on balance, in terms of both economic and human development
perspectives, the following conclusions can be drawn to set the stage for an in-
depth understanding about the political economy of investment climate in
Bangladesh:

1. In 1990’s the real GDP growth averaged 4.8% (with declined volatility)
credited to increased private investment and further integration with global
economy reflected in the increased export, especially in the RMG sector.

2. The GDP growth has fallen short of growth potential. Started with similar
incomes (in per capita PPP$), two decades ago, compared to a
Bangladeshi citizen a typical Indian citizen receives 50% more incomes
and a Chinese 3 times more. And, projections show that reaching MDG
goals in Bangladesh will require at least a 7% GDP growth with
distributive justice.

And ensuring this distributive justice has become a nightmare because of the
overall economic criminalization of the Bangladesh society, which has boosted
the effective demand for criminalization of politics™. This politico-economic
criminalization acts as a major “blockade factor” constraining all necessary
investments and endeavors to facilitate human development. The last 33 years
developmental balance sheet (presented below in Table 1) shows vividly that we

" For details see Abul Barkat (2001). “How Much Foreign Aid Does Bangladesh Really Need:
Political Economy of Last Three Decades”, Keynote paper presented at the National Seminar
titled “How Much Foreign Aid Does Bangladesh Really Need?” organized by Bangladesh
Economic Association, Dhaka, February 10, 2001. This article argued that 75% of all foreign
aid (loans and grants officially channelled to the government) amounting a total of about US
$ 37 billion has been misappropriated through corrupt practices and/or simply pocketed.

For details see Abul Barkat (2003a). “Politico-economic scenario of Bangladesh: Where to go,
where are we going”? Keynote paper at a National Seminar “Economic, Social and Political
Situation of Bangladesh”, jointly organized by Bangladesh Economic Association and the
Federation of Bangladesh Chambers of Commerce and Industries, Dhaka: 3 January 2003.
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are now caught into a culture (trap) of plundering wherein the overall environment
favors everything which is against human development, which is fully in
congruence with the interest of criminalization. The status of all indicators
conducive to economic and human development is getting worse, and indicators
associated with criminalization trap are getting stronger, and thereby, limiting the
scope for broadening human choices to exercise their own free will.

Based on the above analysis, it would be appropriate to conclude that the obvious
way out shall include, among others, the improvements in investment climate
accompanying with mitigation of the structural weaknesses through various
political, economic, social, administrative, and legal reforms. All these reforms,
in order to be true investment-friendly, shall be strong enough to address the
complex trends in the economic and political criminalization indicated in Table 1.

Is Overall Investment Climate Bleak?

Under the overall economic and political criminalized structure, the overall
investment climate is bleak. The domestic capital — due to the very nature of the
capital (highly interested in being part of the trading and commission agency) — is
reluctant to transform into productive capital. Investment usually flows if
investment-friendly environment exists. Such investment-friendly environment
presupposes sustained availability of the following: cheap labour; raw materials;
infrastructural facilities (electricity, gas, transport, communication, IT); free from
labour unrest and ‘trade unionism’; speedy movement of papers; speedy
resolution of disputes (if any); developed banking; tax, excise, VAT incentives;
corruption-free environment (or low extent of corruption or dynamic corruption”);
congenial law and order situation; good governance and transparency; political
stability; guarantee to secure uninterrupted and adequate profit; scopes for
repatriation of profit. Viewing from these investment-facilitating factors, it would
not be an exaggeration to conclude that the overall investment climate in
Bangladesh is non-conducive to the potential investors and entrepreneurs. It is
non-conducive due to many factors. The most critical ones include the lack of rule
of law (crime, corruption, law enforcement); bureaucratic harassment (tax
administration and other regulations); macro-economic instability; political

The corruption in Bangladesh can be termed as non-dynamic, meaning the type of corruption
in which the speed money or the grease payment is not enough to get things done. In dynamic
corruption, once grease is paid the work will surely be accomplished quickly without further
hassle. Transforming non-dynamic into dynamic corruption, according to some, can be a
possible way out to attract investment.
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Table 1: Balance-sheet of politico-economic development of
Bangladesh: 33 years (1971-2004) TREND

Indicators showing upward trend

Indicators showing downward trend

1. Black economy/black money and associated
plundering, crime, terrorism, illegal arms,
muscle power, corruption, bribe, money
laundering, bad governance, repression,
oppression, torture, persecution, killing,
physical assault

Strengthening economic foundation;
development of national capital;
industrialization; economic capability to run
normal family economy; employment
generation; efficacy of institutions dealing with
black economy

2. Billionnaire and beggars/paupers; forcibly
grabbing of land and waterbodies; new cars and
flats, and new techniques of begging; number of
people die to collect Zakat clothes (during Eid);
number of people sick and death due to cold and
heat waves

Economic opportunities; employment
generation; poor peoples’ ownership and access
to resources

3. Multistoried buildings; brick fields; child and
women laborers for brick chipping

Housing facilities for the poor; environmental
balance — natural environment

4. Super market; car sale centres; garments
industries, women laborers; alienation/isolation
from families

Industries, workshops, production equipment
and machinaries, value addition in industries

5. Rural-to-urban forced migration; number of
people living in slum; informal sector; nuclear
families; distress and deprivation of children-
women-older people

Poor and marginal farmers control over land;
rural employment; real income/wage; extended
families

6. Legal and illegal import and export; unearned
income; imbalanced economic growth and
development

Efficient use of human potentials and resources;
use of capital for industrialization; development
of small and cottage industries and
entrepreneurship.

7. Foreign grant-loan projects; NGO activities

Local initiatives; incentives to promote best use
of local resources; peoples’ participation in
social and economic development

8. Use of organic fertilizer, insecticide, pesticide
and HY'V seeds and associated business;
hoarding and black marketing of agricultural
inputs

Natural fertility of land; age-old traditional seed
varieties; timber; fish; environmental balance;
price of agricultural commodities

9. Communication; information technology;
number of students in computer and business
education

General science education; technological basis;
students in science and philosophy; intellectual
pursuits

10. Women’s employment and mobility;
violence against women and children; women
and child trafficking; acid throwing

Real wage/income of female workers; protective
security of women and child; efficacy of
institutions responsible to ensure protective
securities for women and children
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11. Private sector commercial universities,
colleges, coaching centres, english medium
schools, kinder garden, madrasha (including
English medium); rich-poor disparity in
education

Public/private schools, colleges and universities
for common people; quality of education in
public schools and low-cost private sector;
efficacy of education system; public sector real
allocation for basic education

12. Use of religion with business motive;
religious institutions; number of pir-fakirs;
religion-based political parties; violence by the
name of religion; expressed uneasiness to
people belonging to other religion; fatalism;
number of palmists

Equal respect to people of other religion;
science institutions; scientific mind-set;
enlightened worldview; discussion meetings
about science and knowledge; healthy life style;
secular feelings-behavior-mind-set

13. Expensive private clinics, diagnostic
centres; anxiety and poverty-related diseases;
health expenditure; pauperization due to health
expenditure

Primary health care; quality of public health
service; actual per capita public health
expenditure; efficacy of public health system

14. Real expenditure on unproductive sectors:
military (defense), administration, protective
security related areas; distance between public
and public servants; influencing the court

Good governance; justice; feeling of individual
security; real public sector expenditure for
human welfare and in productive sectors

15. Investment in election; competition of black
money holders in elections; distance between
people and elected representative/institutions

Efficacy/utility of elected persons and
institutions; people’s trust on the elected person
and institution; enlightened politics

16. Exogenous decadent culture; wastage of
time in viewing and listening to decadent
culture; mutual mistrust

Practice of national culture; feelings of
solidarity; mutual trust and respect; human(e)
values - moral, ethical and aesthetic

17. Erosion of political values; criminalization
of politics; psychophanism; politics as business
investment; autocracy, (latent) demand for
welfarist politics.

Politicians love for people; politicians
patriotism knowledge-based and humanitarian
ideology-based politics, democratic values.

Source: Abul Barkat, 2003b.

instability; lack of strong financial institutions; low quality infrastructure (power,
gas, transport, communications). Unless domestic productive investment is
attracted, the likelihood that foreign investment will come forward is minimal.

The cost of doing business, due to the factors stated above, is excessively high.
This is evident from a recent study in which firms have reported constraints to
operation as major or very severe. As depicted in Figure 1, these include all the

factors stated above.
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What is Deterring FDI in Bangladesh?

It is noteworthy that Bangladesh offers better facilities and incentives for FDI than
many South Asian countries. But the reality is that despite all this, its neighbours
continue to be the major recipients—China tops the list, followed by India and
Pakistan.

What is deterring FDI in Bangladesh? Lack of political stability, frequent shift of
policy, high cost of doing business, corruption and lack of good governance, poor

Figure 1: Firms reported constraints to operation as major or very severe (%)

Eleclricily | 13

Corruption 58

Cost of financing 50

Tax administrations 50

Regulatory policy uncertainty | 44

Customs and trade regulations | 42

Crime, theft, disorder 39

Macro economic instability 38

Tax rates I 35

Source: Prepared by author based on information in “Improving the Investment Climate in
Bangladesh”, World Bank and Bangladesh Enterprise Institute, 2003: 63

infrastructure, narrow market size—all these give wrong signals to prospective
investors.

Bangladesh is a signatory to various international treaties relating to investment.
But the picture ends there. The people involved in channelising FDI more often
are not aware of the issues, covered by these treaties, and as such the risks of
investment remain. For example, Bangladesh is a signatory to Multilateral
Insurance Guarantee Agency (MIGA), an of-shoot of the World Bank, which
seeks to promote investment in developing countries by covering country
investment risks. But unless the coverage of MIGA operations in Bangladesh is
advertised to the prospective investors, rapid flow of foreign investment will not
be ensured.

The institutions responsible for attracting FDI is also at fault. For instance, the
“one-stop service” of the Board of Investment (BOI), where a prospective
investor is supposed to get all facilities provided by the BOI—Iand purchase/rent,
registration, electricity and gas connection from one desk at the BOI office,
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fizzled out. The representatives of the line Ministries are not given authority to
grant facilities such as electricity connection, etc. The procedural delay in getting
the above-mentioned facilities to the investor naturally discourages him, and in
most cases, drives him away.

The Board of Investment brings out a comprehensive investment guide named
“Bangladesh Investment Handbook”. It provides a variety of useful information
for would-be investors such as investment climate and incentives, a proposed list
of sectors for investment, business set-up roadmap—the steps and procedures
involved from ‘intention to invest’ to ‘commercial operation’— and what
assistance the BOI can give in this regard; costs of doing business in Bangladesh;
comparison of costs between Dhaka and neighbouring foreign cities like
Bangkok, Hanoi, Jakarta and Karachi in respect of sub-heads like worker,
industrial land purchase/rent, electricity rate for business use; etc.

Although the BOI handbook is quite exhaustive and full of propaganda about the
investment climate in Bangladesh, it fails to attract FDI to desirable levels due to
certain vital shortcomings.

Firstly, it does not contain sufficient sub-sector-specific or product-specific
information such as size of the product market; what extent of the market
Bangladeshi exports constitute; who are the competitors; what is the minimum
outlay; what are the sources of raw materials; etc., information which is of prime
importance to any would-be investor in a product.

Secondly, although the Handbook gives an indication of the likely costs of doing
business in Bangladesh as compared to neighbouring or competing countries, it
does not address the situation squarely. Investors explore opportunities in a
country from the viewpoint of where they can get the most competitive edge.
Things such as the difference in time-lags across countries between registering
with the investment authorities and going into commercial operation, and the
snags in between, are important factors for their consideration. There is no
necessity of expressing that Bangladesh is quite lagging behind others in this
respect. This is an offsetting factor for many prospective investors.

Another important reason for poor FDI is lack of ‘the view from the other side’.
From the investors’ perspective, despite all the incentives and allurements laid
out, a multinational enterprise before investing in a country, will always try to get
first hand information from his country mate who have already invested in that
country, just like before tasting something new, a person will ask others who have
tasted it, how it tastes. The signals a prospective investor gets from existing
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investors about their business experience in Bangladesh more often than not
discourages prospective investors from investing here. This image and reputation
problem retards the positive decision making of investors.

Rigid bureaucracy and official hierarchy prevent decision-making at lower levels,
and is a significant factor in adding to the costs of doing business here. Thus the
representatives of the concerned Ministries and organizations involved in FDI in
the one-stop service could not give on-the spot decisions to a would-be investors’
roadmap, such as sanctioning of land, electric connection, equity, etc. Such issues
had to be relayed back to their respective Head Offices and decisions came there.
The undue delay caused by this process is a significant deterrent to FDI.

The FDI situation has been erratic and not grown enough. One of the major
weaknesses in the management of investments — foreign or local — in Bangladesh
has been dominated by love for approval of investment units owned or patronised
by vested political quarters. The result of this lopsided favour to politically
influential investors has been reflected in the minimal change of country-wise
investment portfolio in Bangladesh even over a relatively long timeframe during
1991-2001. This fact is substantiated by the following graph, which clearly shows
that the largest country-wise participation in investments in Bangladesh has been
made by USA followed by UK, Malaysia and other countries.

However, though the above data have been disseminated by BOI on various
occasions, information related to how many of these registered investment units
have come into operation and how many have been continuing their operations are
not readily available with BOI. Knowledgeable quarters maintain that a very
negligible portion of such registered investment units are in operations at any
given point of time. Directives and initiatives for promotion of foreign investment
have usually taken the shape of sales-oriented as a result of lack of tendency to
look critically on the ramifications of the reasons for failures at the end of the
overall domestic policy and practice scenario.

Deep-rooted Corruption System Acts against Productive Investment

Poor performance in the economy of Bangladesh is almost certainly related to the
problem of deep-rooted and all encompassing rampant corruption. Bureaucracy’s
infestation with corruption backed by criminalized politics is all-pervasive. This
point is one of the most serious concerns made by the prospective foreign
investors in Bangladesh. According to the World Bank’s estimates, corruption
reduces 2-3% of annual GDP growth rate each year. Transparency International
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Figure 2: FDI Inflow into Bangladesh-1991 to 2001:
Distribution by Source Country (in million US$)
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has listed Bangladesh as the nation with the highest level of corruption for several
consecutive years. According to the World Business Environment Survey,
Bangladesh stood out as a country in which all the firms surveyed reported that
they made off-the-record payments to get things done; nearly half of the
Bangladeshi firms reported that they always had to pay to get government
services; by comparism, in Indonesia, India, and Thailand, fewer than 25% of
firms had to pay for these services (Stern 2002: 19).

Both domestic and foreign investors frequently report their obligations to pay
extra fees for obtaining such government services as allotment of post office
boxes, provision of electricity and telephone lines, various licences, customs
clearance etc. Examples of higher-level corruption are those that take place
frequently in the awarding of public and private tenders, as in the case of insider
trading in the stock market. In this regard, business people consider Bangladesh
Customs to be among the worst, a thoroughly corrupt organization in which
officials routinely exert their power to influence the tariff value of imports and to
expedite or delay import and export processing at the ports. A mandatory pre-
shipment inspection system of import valuation was introduced in 2001 to help
reduce discretionary power of customs officials, and lower costs and improve
efficiency at Bangladesh’s trade entry points. Annoyed over the introduction of
this new system, the customs officials were the first to say that the valuation
system was weak.

The US Trade Centre in Dhaka, in its Country Commercial Guide 2003-2004,
claimed that an American firm had tried unsuccessfully to gain from Customs
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Inspector’s approval for its US$ 225 million container project while the US
shareholder of a private television station had to protest the Government’s
revoking of'its licence. There is delay in payment of dues as well. As for instance,
a US exporter was waiting to be paid for wheat shipment it made eight years ago
and international oil companies were owed US$150 million in payment. The
report also identified poor implementation of the country’s liberal investment
policy as the main drawback.

In Bangladesh, the Prevention of Corruption Act 1947 is the basic law against
corruption. The Criminal Law Amendment Act 1958 was enacted in the Pakistan
period (on September 23 1958) with certain objectives and for more speedy trial
of public servants. In fact, the Bureau of Anti-Corruption (BAC), recently
replaced by Anti-Corruption Commission (ACC) cannot start a corruption case
against a Cabinet Minister without prior permission of the Prime Minister.
Because of rampant corruption and associated complexities, the demand for
setting up of an independent and neutral Anti-Corruption Commission was always
high on the agenda.

The Bangladesh Constitution provides for establishment of an Ombudsperson
who will be an independent high level public official to receive complaints against
government agencies, officials etc. and to keep watch and control over persons
under his/her jurisdiction. Moreover, Ombudsman Act of 1980 had been enacted
long ago, but almost every government of this country has so far avoided
appointment of an Ombudsman, so that corrupt big fishes of the ruling party are
not apprehended. The motive is not difficult to understand when a responsible
Minister remarks “The donors wanted Ombudsman; we have passed a law in the
parliament, but we do not know what that Ombudsman will do”.

Politics of Petty-reasoned Strike — As Deterrent to Investment

Frequent strikes (hartals) have long been a deeply embedded culture as a crude
instrument for negotiations in Bangladesh politics. Strikes are called frequently by
various political parties as well as trade unions and the associations of workers
and businesspersons in diverse sectors on petty issues, as a way to press hard their
demands, impeding business operations widely. The business houses in
Bangladesh have partially adjusted to the sartal culture, but the disruptions inflict
a severe cost on the economy and on individual businesses.

Though hartals are quite frequent in Bangladesh, there have been no incidents of
politically designed damage to foreign business or installations over the past few
years. Hartals (strikes) or blockades called by political parties, in general, affect
businesses by keeping workers away with the threat of violence and blocking
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transport, resulting in productivity losses. Arson to vehicles and other property
from vandalism and looting of shops has occurred during such programs. Strikes,
besides causing productivity losses, have significantly led to obstacles to domestic
investment as well.

Low Knowledge-base and Negotiating Skills in Government: A
Disadvantage’

One of the prerequisites of standing to gain from FDI or multilateral treaties for a
country is having adequate skills at the negotiating table. This means having
proper knowledge of beneficial areas of FDI is in terms of comparative advantage,
what are the international and domestic market conditions for that product, what
are the safety measures in the treaties, what is the position of competitors, etc.
Unfortunately, however, in most cases lack of proper negotiating skills paves the
way for the foreign investors to dictate terms according to their advantage.

The outcome of a relatively low level of knowledge-base and negotiating skills
has given rise to terms of trade with participating countries or investors
unfavourable for Bangladesh.

Shortage of participation of the business class in various negotiations has often
weakened the negotiating personnel. There are also reports that the views and
ideas of the business class expressed in a few policy formulation sessions often
remain unheeded to and not reflected in various policy papers.

Long-Term Issues in Negotiation: While the negotiation skills of the government
personnel are relevant factors for creation of an enabling environment for the
investors to perform, there are also certain long-term factors that weaken the
position of Bangladesh in negotiations on investment. A generally weakened
economy, coupled with long-term issues of interest to the stronger economies,
leaves little scope to utilise the personal skills of negotiating personnel from
Bangladesh.

State of Regulatory Framework to Promote Investment

Governmental regulation of trade and investment since the early 1990s has been
decreasing. It is mainly the donors’ advice and the wave of growing global trend
toward market economy which prompted Bangladesh to opt for liberalised

A substantive part under this title is drawn from a recent study by Abul Barkat, M Hoque and
ZH Chowdhury (2004), State Capacity in Promoting Trade and Investment: The Case of
Bangladesh, prepared for UNDESA-UNDP, New York.
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policies for promotion of trade and investment. Despite political commitment to
the policy of liberalisation, various legislations failed to trigger significant
investment because of non-implementation of a number of regulatory changes.
The stumbling blocks toward implementation of many of the pro-investment
policy changes have been the following:

1. Apparent commitment of the bureaucracy and the political parties to
reforms for deregulation of businesses has been ineffective in the face of
opposition from many groups in the economy, including influential
members of the business community having broad access to trade and
investment through ownership or otherwise. Proliferation of enterprises
has thus been stifled.

2. Members of various chambers of commerce or industry are also the
manufacturers in protected industries and well-connected commission
agents pursuing government contracts. They, therefore, call for a greater
voice for the private sector in government decisions and for privatization,
but at the same time many support protectionism and subsidies for their
own industries.

3. The vicious culture of un-regulated political party nominations in national
elections and other elections coupled with faulty election rules and faulty
application of even certain correct election rules have opened the way for
the richer business class people having vested business interests to find a
way to power or affiliation with the ruling party. Finally, these classes of
people influence policy formulation for regulation of businesses from the
viewpoint of their own interests, often hindering open competition in
domestic or foreign investment.

Rules pertaining to investment in Bangladesh are usually not well-publicised or
transparent. This lack of transparency is practiced by bureaucrats, businesses,
professionals, trade unions and political parties having vested interests in a system
by way of using confidentiality as an essential norm in policy formulation. Business
persons have to seek support for action from the bureaucrats, but bureaucrats’
support is impossible without the recommendations or intervention of the higher
political levels. The poorly paid civil servants have regarded business people as
exploitative, and regard themselves as having a near monopoly on economic
acumen and patriotism. Despite fear from risks to their careers from illegal
activities, the incidents of solicitation of bribes from foreign investors are rampant.
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Public administration reforms in Bangladesh has not yet been able to bring about
minimum levels of honesty and transparency in the bureaucracy, which is central to
policy formulation and practices toward improved investment climate.

Generally speaking, the country’s laws and regulations and their implementation
are impediments to investment. Unfriendly treatment of businesses by some of the
government officials and other negative elements in the investment scenario
always add to the start-up and operational costs, risks, and broadly reduces the
effectiveness of government’s otherwise praiseworthy investment incentives.

Various activities pertaining to investment are regulated by the Government
through mainly three ministries, that is, Ministry of Industries, Ministry of
Commerce, and Ministry of Finance. On another level, there are a number of
departments and directorates that operate as autonomous bodies performing
specialised tasks toward both promoting and regulating investment under the
guidance of their respective ministries. The Parliament, with its related sub-
committees and the lawmakers at large, stand out as the supreme law-making
body for any legislation related to investment or any other issue. The following
flow diagram shows the required process for establishment of an enterprise in
Bangladesh by any expatriate and/or for establishment of a very large enterprise
by any Bangladeshi national. This diagram indicates the regulatory institutions
assisting the government for promotion and regulation of investment in
Bangladesh.

As in the case of CBAs and Trade Unions, representations to various chambers of
commerce and industry as well as product or service-specific associations of
entrepreneurs are dominated by influence from the political parties (as a result of
a high level political orientation of the citizens of this country). It has been
observed that manipulations by the ruling political parties have often led to top
level management of such institutions by members having access to or being
members of these ruling parties. As a result, professional leadership in business
and investment sector by these institutions have run short of optimum success. On
the other hand, whatever achievements they have made in negotiations with the
Government on rules and practices in business and investment, these
achievements have not been poised at mass welfare, and have rather facilitated
maximisation of profit of a limited few entrepreneurs.
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Issue of Property Right Protection: A Serious Concern to Investors

The mechanism of protection of property rights is not transparent and is a point
of serious concern to the investors and prospective investors in Bangladesh. There
are two particular reasons for the lack of transparency of this mechanism, such as:

1. The ingrained culture of delay in disposal of legal cases, especially the
ones under the jurisdiction of CPC (Civil Procedure Code).

2. Insufficiency of enactments necessary for addressing property rights
issues.

Bangladesh, being a signatory to the Uruguay Round agreements and being a
member of the World Intellectual Property Organization (WIPO) in Geneva since
1995, also acceded to the Paris Convention on Intellectual Property in 1991.
Following these affiliations, Bangladesh is obliged to bring its laws and
enforcement efforts into TRIPS (Trade Related Intellectual Property Rights)
compliance by January 1, 2006. Copyright conformity with the World Trade
Organisation’s TRIPS has been established by way of legislation in November,
2000. But absence of laws to enforce the new copyright legislation turned the bill
to be ineffective at this moment. Land for purchase or lease has to be commonly
transacted in by any investor; but the obsolete laws relating to land are complex
and frequently give rise to chaos. Papers relating to land registration records are
almost commonly spurious. Parties to transactions in land frequently avoid
registering mortgages, liens, and encumbrances because related stamp duties and
charges have been set at high levels. Instruments take effect from the date of
execution, and not the date of registration. As such, a bona fide purchaser can
never be certain of title. In brief, whatever provisions have been in writing, there
is little enforcement of Intellectual Property Rights and other property rights laws
in Bangladesh.

Legislation to update the Patents and Designs Act and the Trademarks Act is still
pending final vetting by the Ministry of Law, Justice and Parliamentary Affairs.
The Country Commercial Guide 2003-2004 published by the US Trade Centre in
Dhaka indicated that Bangladesh’s dispute settlement mechanism was a
fundamental impediment to foreign investment. The Guide added that dispute
settlement was also hampered by shortcomings in accounting principles and
registration of real property.

“Special 301”7 Watch List of the U.S. Trade Representative, that identifies
countries denying sufficient protection of intellectual property rights or fair and
equitable market access for persons that rely on intellectual property protection,



304 Bangladesh Journal of Political Economy Vol. 22, No. 1 & 2

has never included Bangladesh. However, in 2003, a U.S. trade association
proposed, though to no effect, adding Bangladesh to the Watch List. In
Bangladesh, intellectual property infringement is common- especially in
computer software, motion pictures, pharmaceutical products, CDs/DVDs, and
audio and videocassettes. As a result of the rampant copying of CDs/DVDs audio
and videocassettes, there have been two particular impacts on the local economy:

1. The violation of copyright laws, depriving the foreign producers of these
audio-video materials of their entitlements in return of such copying

2. Poising of unhealthy competition to the local film and music industry
when the very latest foreign films are available in the market within 24
hours of their release abroad.

Lack of Independent Judiciary: A Disincentive for Investment

The country’s legal system comprises Administration of Civil Justice and
Administration of Criminal Justice regulated procedurally by two distinct sets of
laws, that is, Civil Procedure Code (CPC) 1908 and Criminal Procedure Code
(CrPC) 1898. Beside certain special laws enacted from time to time in specific
urgent situations, the Penal Code 1860 deals with the offences in terms of
definitions, extent of punishment and exceptions etc.

The Supreme Court of Bangladesh comprises the High Court Division and the
Appellate Division headed by the Chief Justice of Bangladesh. The High Court
Division, beside its appellate and revisional jurisdiction in civil and criminal
matters, has extraordinary jurisdiction known as writ jurisdiction toward
enforcement of fundamental rights. The subordinate judiciary consists of the
courts of District Judges, Additional Judges, Joint District Judges, Assistant
Judges and the Magistrates. Although according to the constitution the judiciary
is supposed to be independent, it is both highly dependent and highly politicised.
And when politics is criminalized the outcome of dependent judiciary will be
incongruent with such dependency.

At present, the judges of the subordinate courts are under the administrative
control of the Ministry of Law, Justice and Parliamentary Affairs which exercises
this control in consultation with the Supreme Court. However, the magistrates are
under the administrative control of the Ministry of Establishment. The magistrates
perform both executive and judicial functions. The dual administrative control
over the judges and the magistrates has adverse reflection on the independence of
the judiciary, affecting fair trial.
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As a current practice, the judicial officers of the subordinate judiciary are
appointed by the Public Service Commission, an executive unit of the state. The
advice given to the Government in its conclusion of the case on Secretary,
Ministry of Finance vs. Masdar Hossain (1999), the Government also mentioned
that the Government should appoint, in its process of separation of the judiciary,
judicial officers of the subordinate judiciary by a Judicial Service Commission,
instead of the Public Service Commission.

The crucial element that plagues the judiciary of Bangladesh quite often are the
increasing incidents of politicisation and superseding of one incumbent with
another by the ruling political parties in appointments to positions of justices to
the Supreme Court. One such incident in July 2003 pushed the Supreme Court Bar
Association at bay with the Government; and it also resulted in boycotting of the
Supreme Court by them. The similar incident happened another time when High
Court judges were posted based on political considerations.

Presence of an Independent Judiciary is one of the most powerful instruments for
ensuring inclusive governance and appropriate investment climate. This is
important in view of the following: court’s impartiality is questioned by all; the
lower court is 100% controlled by ruling party—the lower court is being alleged
as extension of the ruling party; the courts are now clogged with 3.2 million
pending cases; resolution of each case requires 9 years time, on average (Barkat
and Roy 2004); the dispute settlement mechanism is a fundamental impediment
to foreign capital inflow; there exists no efficient mechanism to protect property
rights; partisanship is the main criteria followed in appointing public prosecutors.
The government is apparently interested in making judiciary independent, but it
took 18 times time extensions during the last 3 years.

Some Suggestions to Promote Investment Climate

Throughout this article, in has been argued that investment per se may not be
important, rather mass investment—both public and private, both domestic and
foreign—can be tuned to serve the purposes of both economic growth and
ensuring benefits of growth to the poor. This can be achieved through concerted
efforts to improve the investment climate, which in turn can be ensured only
through better governance—an inclusive governance. Before concluding with
more detailed specific issues, three key points on future possibilities are in order:

1. It is possible to change investment climate by changing the institutions
and policies in ways that will spur investment.
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It is possible to ensure both pro-investment climate and address the issue
of social inclusion through governance reforms. The strengthening of
government institutions and rule of law will do a lot to improve the
climate for productivity, jobs, economic growth and human development.

It is possible to make growth more inclusive by implementing a
development agenda in which development will be viewed as a freedom-
mediated process to ensure five substantive freedom for all: political
freedom, economic opportunities, social facilities, transparency
guarantee, and protective security. This is basically an issue of creating
opportunities for choice towards full life.

In an era of globalization and interdependence of economies, the following
specific issues need proactive thinking to promote higher investment for
economic development of Bangladesh:

1.

Regarding Political Will, Commitment and Stability:
Institutionalizing democratic norms and values;

e Ensuring Rule of Law

e Improving law and order situation;

e Mapping of local resources.

Regarding Good Governance to Minimize the Costs of Doing Business in
Bangladesh:

a. Streamlining bureaucracy (training, posting, transfer, and
promotions);
b. Curbing Corruption;

1. Make AAC not only independent but also truly transparent and
effective;

ii. Strengthen and reform NBR and other relevant agencies for
increased financial transparency;

c. Strengthening BOI to promote sectoral priority, and areas of
comparative advantage by sector including export-oriented FDIs;

d. Promotion of economic diplomacy;
Introducing e-governance for increased transparency;

Engaged governance: Increased efforts to improve relationships
between public officials at the grass root level and local business
people.
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It is repeatedly noted that it is not policy failure but structural weaknesses of the
state and its bureaucracy that is responsible for failure to attract FDIs in
Bangladesh. This structural weaknesses work as an extra tax, and thus dissuades
investors from coming to Bangladesh.

3. Regarding Conducive Infrastructure:

a. Improving service delivery of utilities, including electricity and gas;
b. Increasing efficacy of ports;
c. Development of information technology backbone.

Bangladesh could never attract FDIs without adequate infrastructural support. It
is however important to note that although expansion of public sector amenities
is vital, it is even more important to ensure quality and prompt service delivery of
what we already have.

4. Regarding Development of Capital Market:

a. Proper use of remittance (the prime source of foreign currency
earning)

b. Transparency of the stock exchange activities.
5. Regarding Image Building of Bangladesh:

Chinese and Indian experience suggests that in general expatriate investors
pioneer FDIs in a country. But Bangladesh is seriously suffering from an
image crisis. Even the local investors are highly reluctant to invest in
Bangladesh. Hence, the government has to take concerted efforts, along with
aforementioned activities, to uplift the popular image of Bangladesh.

It is most likely that all these steps would improve Bangladesh’s performance in
inclusive economic development through accelerated mass investment in both the
public and private sectors through both domestic and international sources.
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Abstract

The paper makes an attempt to critically analyze the different financial
problems encountered by exporters in Bangladesh, particularly in the
context of post-MFA phase-out of Apparel export, which accounts for three-
quarters of Bangladesh's total exports of Bangladesh. The paper also
highlights practical solutions to those problems to improve the quality of
services provided by banks and other financial institutions. The paper
further analyzes the operational problems of banks and other financial
institutions that have a direct negative impact on the export sector, in
particular on SMEs. Possible solutions to those constraints are also
recommended. Primary data have been collected from a survey of 37
exporters, 12 banks and 5 non-bank financial institutions (NBFIs). The data
have also been collected from a number of secondary sources. Officials of
various regulatory authorities have been interviewed to identify the
initiatives undertaken by them to address the financial problems of
exporters.

1. Background

During the 1980s and 1990s, policy focus in Bangladesh shifted to trade as the
engine of growth and the key to development. This was in the backdrop of
significant increase in the national income of many developing countries through
export led growth. The Government of Bangladesh also initiated several policy
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measures at the macroeconomic as well as the microeconomic level to boost
foreign currency earnings through a diversified portfolio of exports. These policy
initiatives however, required massive changes in the mindset of individuals and
institutions for effecting a transition from a control mode to a liberalized mode.
The completion of the Uruguay Round and the establishment of the WTO
facilitated the transition. It also brought to the fore core issues affecting
performance. Bangladesh was faced as much with the problem of market access
as with the need for diversification of its export basket. The response essentially
rested on trade facilitation. Banking and financial services for the export sector
was central to this facilitation — for addressing issues of efficiency as well as
expansion and diversification of export. Hence, the priority focuses on the
efficiency and effectiveness of banking and financial services for exporters.

This has become all the more imperative in the changed context of the Multi-Fiber
Agreement (MFA) phase out at the end of 2004. In the post-MFA phase, the most
important export sub-sector (RMG) contributing three-quarters of the total export
earnings will probably be badly affected. The Government of Bangladesh played
an instrumental role in facilitating the phenomenal growth of RMG sector by
providing various incentives. It now will have to play similar positive role in
facing the post- MFA challenge. It particularly has to focus sharply on both
infrastructure development to reduce lead time and as well as reduction of cost of
doing business so that exporting firms remains competitive vis-a-vis well
organized Chinese or Indian exporters.

However, It has been observed in a study (International Business & Technical
Consultants, Inc, Bangladesh Export Diversification Project - BDXDPD, 2003)
that inadequate access to bank finance by exporters, high cost of financing and
lengthy procedures are the major constraints to the expansion of the export sector.
At least 90% of the exporters faced the problem according to this study. In
addition, the study indicated that sectors like shrimp, agriculture and light
engineering considered inadequate financing as a major constraint to their
expansion. A number of initiatives were under taken in the meantime to enhance
the efficiency of the banking system to cater to the demands of exporters. There
has been, however, no in-depth analysis of the impact of these initiatives on the
export sector in general or on service delivery on the part of banks and financial
institutions. In this backdrop the paper makes an attempt to examine the
operational problems of banks and other financial institutions that have a direct
negative impact on the export sector.
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2.  Objectives of the paper
The objectives of the paper are

e to analyze the current financial environment under which the exporters
operate and to identify critical financial factors impeding the desired
growth of the export sector.

e to evaluate the current practices followed by different financial
institutions (Fls) in financing the exporters and to identify critical
procedural and legal obstacles that restrict and/or discourage the Fls from
providing all the necessary financial support and services to the exporters.

e to identify other sources of finance for the export sector and assess the
current practices and importance of the informal sector in providing
financial support to the export sector.

e to make specific recommendations of feasible measures to remove the
constraints and to identify critical success factors for the development of
an effective banking and financial system for the export sector.

3. Methodology

Primary data have been collected from a survey of 37 exporters, 12 banks and 5
non-bank financial institutions (NBFIs) through both open-ended questionnaires
and informal interviews. The data have also been collected from a number of
secondary sources. Officials of various regulatory authorities have been
interviewed to identify the initiatives undertaken by them to address the financial
problems of exporters. A detailed survey was also conducted for identifying other
sources of finance and financial services available to the exporters. Interviews
have been conducted with the management of Dhaka and Chittagong Stock
Exchanges for evaluating their responsiveness to the financial needs of the
exporters and their liquidity position. Various government bodies have also been
interviewed for identifying the critical issues surrounding informal money
markets, such as overseas facilities, counter trade, Non-Resident Bangladeshis
(NRBs), private funding from established Bangladeshi and foreign companies,
‘sleeping’ equity partners, etc. Policies of Government on Foreign Direct
Investments (FDIs) and their cost and effectiveness have also been analyzed.
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4. Banking and Financial Services: an overview
4.1 Financial support and services required by exporters

The most important aspect of export is the financial involvement of the exporters
and the role of institutional finance. Ordinarily, exporters require a wide range of
banking/credit facilities at the pre-shipment and post-shipment stages. Besides,
they operate in the highly competitive area of international commerce, and as
such, these facilities need to be made available at competitive rates. Exporters
require finance for the procurement and/or manufacture of goods for export.
Where goods are shipped on credit terms, they look towards the banks/financial
institutions for finance against export bills/deferred terms of payment. Finance
apart, the exporters need banking services to collect export bills, convert export
bills into local currency and eliminate exchange risk. The exporters also need
other ancillary services to meet the terms of many commercial contracts and
collect information about financial standing and business integrity of foreign
buyers, foreign markets etc. Availability of these services to the exporters at the
right time, in adequate volume and on reasonable terms, therefore, is essential for
developing and expanding exports.

4.2 Current financial environment under which the exporters operate

The exporters in Bangladesh meet their financial requirement mainly from
institutional sources. The commercial banks are the single important source of
their institutional finance. In their export financing operations, the commercial
banks (CBs) are assisted by the Bangladesh Bank (the central bank), the Sadharan
Bima Corporation (SBC) and other non-bank financial institutions (NBFIs). The
Bangladesh Bank (BB) provides refinance at concesssional rate of interest and
operates various export promotional schemes of the government. The Sadharan
Bima Corporation, through its Export Credit Guarantee Department (ECGD)
issues insurance policies to cover risks involved in export and provides guarantee
facilities to enable the commercial banks to allow finance flexibly to the exporting
community. The non-bank financial institutions (NBFIs) extend term loans and do
not provide any working capital facility. The NBFIs are of course, not substitutes
for banks and are not in a position to provide banking and other ancillary services
needed by the exporters. Efficient and effective banking and financial services
therefore, play a vital role in promoting foreign trade, particularly in giving a push
to exports.

Of these commercial banks that are Authorized Dealers (ADs) in foreign
exchange are the actual bankers to the exporting community in Bangladesh .The
total number of authorized dealers catering to the exporters’ need is as under:
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Table 1 shows that the sources of bank finance and services for the exporters are
centralized in Dhaka and Chittagong.

Bangladesh Bank is the central bank of the country. It is the Regulatory Body of
all banks and financial institutions. It controls the foreign exchange transactions
and co-ordinates the import/export activity of the country. The major roles that
Bangladesh Bank plays in financing export are provided in the box below.

Table 1: City wise numbers of Authorized Dealers

Dhaka Chittagong Khulna  Rajshahi Sylhet Barishal Others Total
354 139 51 32 32 7 32 647
55% 21% 8% 5% 5% 1% 5%  100%

Source: Bangladesh Bank

4.3 Financial support and services provided by the banks

A summary of the various banking and financial services provided to the
exporters is given below:

4.3.1 Providing settlement mechanism

The commercial banks in Bangladesh (particularly the Nationalized Commercial
Banks (NCBs) and Foreign Commercial Banks (FCBs) equipped, as they are,
with a large net-work of branches/correspondent banks abroad are placed in an
ideal position to assist both established exporters and the new exporters. The
Private Commercial Bank (PCBs), with less international exposure, are not in an
ideal position to provide settlement mechanism.

4.3.2 Providing export finance

Export finance refers to the credit extended to the exporters for financing their
transactions. It includes finance for assembling of raw materials and
manufacturing into goods for export and the finance for the deferred payment to
exporter. Short-term credit provided by the banks is of two types: ‘pre-shipment
finance’ commonly known as ‘packing credit” and ‘post-shipment finance’.!

1 Packing credit refers to any loan to an exporter for financing the purchase, processing,
manufacturing or packing of goods meant for export orders. Post-shipment credit means any
loan or advance granted or any credit provided by an institution to an exporter of goods from
Bangladesh from the date of extending the credit after shipment of the goods to the date of
realization of the export proceeds, and includes any loan or advance granted to an exporter, in
consideration of, or on the security of, any drawback or any cash payment by way of incentive.
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Box 1 Bangladesh Bank's role in exports financing

Issuance of AD license: Bangladesh Bank (BB) has issued Authorized Dealer (AD)
license in favour of 647 branches of CBs all over the country. Among them 354
(55%) ADs are in Dhaka City. 139 (21%) ADs are in Chittagong city and the
remaining ones are located in other major business centers of the country.

Refinancing for the commercial banks against export finance.

Implementation and maintenance of Cash Subsidy (CS) accounts declared by
Government of Bangladesh (GOB). [GOB allocates CS from its annual budget,
which the Bangladesh Bank disburses through the commercial banks. Two
departments of BB are involved in handling of CS. Banking Regulation and Policy
Department (BRPD) announces the policy and issues circular and the Currency
Management Department makes the disbursement. During the year 2003, BB
disbursed Tk. 823 billion against CS among the exporters.]

Implementation of the schemes initiated by GOB for expediting the country’s
export business. [BB announces policies related to the admissible uses of exporters
retention quota and international credit cards. BB controls and monitors the
implementation of schemes and maintains the statistical data of the schemes.]
Bangladesh Bank closely monitors interest rate on export finance charged by
commercial banks.

4.3.3 Existing Financial Schemes, Facilities, Subsidies offered to the

Exporters

The existing packages of schemes and facilities subsidies offered to exporters are
shown in the following figure. Details are at annex.

Figure 1
Government Schemes and Facilities

SCHEMES FACILITIES/SUBSIDIES
Foreign Exchange Retention quota 1. Duty Draw Back
for exporters. 2. Cash Subsidy
International Credit Card  issued 3. Bonded Warchouse
against retention  quota for 4. Export Development Fund
exporters. 5. Equity Entrepreneurship Fund
Credit Guarantee Insurance 6. Incgme Tax Rebate
Scheme. 7. Freight Rebate

8. Export Promotion Bureau’s (EPB)
Export Promotion Fund
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Table 2 : Financial support and services provided by banks

SI # Banking services Nature of services.

I Payment e Banks collect/negotiate the documentary and other bills drawn upon
settlement the overseas buyers.
mechanism e Banks also buy the proceeds of the foreign currency bills, on spot

or forward basis, as the case may be, in order to eliminate the

exchange risk.

Pre-shipment credit.

Post-shipment credit.

Financing of export under deferred payment terms.

Finance against collection of export bills.

Finance against export incentives.

In order to meet the terms of many commercial contracts, exporters

need tender guarantees when tenders are submitted, followed by

performance guarantees for the successful tender(s).

e Information about financial standing and business integrity of
foreign buyers, foreign markets etc.

2 Export Finance

3 Other services

4.3.3.1 Foreign Exchange Retention Quota for Exporters

Under this scheme merchandise exporters are entitled to maintain a certain
percentage of foreign exchange in their F/C accounts out of the repatriated fob
value of their export. The following table shows the admissible quota and recent
initiative taken by the government:

4.3.3.2 International Credit Card against Retention Quota

International Credit Cards may be issued against retention quota in favor of up to
3 top-level executives of an exporting firm/organization holding retention quota
Foreign Currency Account (FCA). The international credit card is useable for
business travel only.2

2 At present the following banks are issuing International Credit Cards:
1. Standard Chartered Bank
2. American Express Bank
3. National Bank Ltd
4.  Prime Bank Ltd.
The following banks have applied for permission to issue international credit cards:
1. Premier Bank Ltd.
2. Eastern Bank Ltd.
3. National credit and Commerce bank Ltd.
(Source: Bangladesh Bank)
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4.3.3.3 Export Credit Guarantee Insurance in Bangladesh

Sadharan Bima Corporation administers the scheme to deal with credit risk
associated with export trade. Under this, Export Finance (Pre-Shipment)
Guarantee provides guarantee to the financing banks or financial institutions to
the extent of 75% of the total amount of loss suffered due to insolvency of the
exporter or non-payment of the loan by the exporter after four months from the
due date of payment. The Export Finance (Post-Shipment) Guarantee is provided
to banks or financial institutions to the extent of 75% of the total amount of loss
suffered due insolvency of the exporter or non-payment of the loan by the
exporter after four months from the due date of payment.

The guarantees are issued for a period of one year and are renewable on request
of the lending banks and financial institutions. The premium is 0.05% per month
on the highest amount outstanding at any time in each calendar month.

A Comprehensive Guarantee provides protection to exporters against overseas
commercial as well as political risks.

It covers 85% of loss caused by commercial risks and 95% of loss caused for
political risks and is issued for one year and renewable at the option of the insured.
The premium rate varies from 0.125% to 0.65% for exports made against Letter
of Credit (LC) and 0.40% to 2.00% for transactions under contracts.

Table 3 : Foreign Exchange Retention Quota for Exporters

Si No. Exporters by Sector Admissible Quota In % of net repatriated Free
on Board (FOB) value
As on 18-1-03 Recent initiative
01. Merchandise Exporters 40% Increased to 50% from 19-
01-03
02. Low domestic value added products|7.5% Increased to 10% from 19-
like POL products including Naphtha, 01-03

Furnace oil, Bitumen, Readymade
Garments of imported fabrics,
Electronics goods

03. Computer Software and Data| 40% Increased to 50% from 19-
Entry/Processing Service Export 01-03
04. Service Exporters 5% of their a) Business travel abroad.

repatriated income |b) Deposit in renewable
time deposits account.
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4.3.3.4 Duty Draw Back3

An exporter of manufactured products is entitled to draw back the value of the
customs duties, sales tax, etc. already paid on the importation of raw materials
used in the production or manufacture of the export products.4

Currently, there are three methods of duty drawback, viz.:
< Duty draw back on actual export
2 Notional payment of duty.

S Duty draw back at flat rate for realizing draw back.

4.3.3.5 Cash Subsidy

The following table summarizes the product/sector wise entitlement of cash
subsidy (CS).

There are many cases of malpractice in cash subsidy. There have been extensive
abuse of the facilities by certain groups of exporters who have taken away several
billion Taka mostly against advance payment of T.T. Consequently, the
government has discontinued cash subsidy against T.T.

3 Procedure for claiming duty drawback:
For the purpose of claiming duty drawback, the exporter is required to file a drawback-shipping bill in the
prescribed Format as required alongwith necessary declaration. Supporting documents required for
processing the claim:
a.  Triplicate of the shipping bill

Copy of the Bank Certified Invoices

Copy of Bill of Lading/Airway Bill

Freight and Insurance Certificate

Copy of the contract or L/C

Worksheet showing the drawback amount claimed

Transshipment certificate where applicable

Blank acknowledgement card in duplicate

Fw e an o

4 Duty drawback disbursed during the last three years

Taka in million

SI'No. Particulars ~ 1999-2000 2000-2001 2001-2002 2002-2003  Remarks
Budget  Dis. Budget Dis. Budget Dis. Budget Dis.
01 Duty draw back 160.00 *62.10 14643 *5921 17202 *96.05 199.00  *547.10
**08.41 **88.38 *$32.42 **498.34

(Source: Statement collected from Bangladesh Bank)
*Given by Bangladesh Bank, ** Given by DEDO
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Table 4: Product / Sector wise entitlement of Cash subsidy (CS)
SI No. Product/ Sector Cash Subsidy admissible| Procedure/terms and conditions
in % of net repatriated
fob value
01. Agriculture, Agrola) (Vegetable, Fruits /Agrola) CS is released after repatriation of export
Product processing) 25% proceeds in foreign currency. ADs must
for export local Agro submit the CS application of exporters to
Product (vegetable) and Bangladesh Bank within 180 days after
Agro Processing credit of export proceeds to their Nostro
industries Account abroad.
b) Export proceeds realized through banking
b) 25% fi it of fresh .
) s o Jor export of fres channel against documents drawn under L/C
fruits is considered for CS.

¢) Recently Bangladesh bank has amended the
condition and allowed export proceeds
realized in banking channel through
documents drawn against export contract to
be considered for cash incentives®

02. Frozen Shrimp and|c) 10% for export of 100%]|1. CS is released after repatriation of export
other Fishes Export |local product’ proceeds in foreign currency. ADs must
submit the CS application of exporters to
Bangladesh Bank within 180 days after
credit the export proceeds to their concerned
Nostro Account abroad.

2. Export proceeds realized in banking channel
through documents drawn after export
against L/C opened through banks is
considered for CS.

03. Local Textile| d) 15% up to June 2003[h) CS is considered for repatriated export
Product e) 10% for fiscal year proceeds against documents drawn under,
2003-04 L/C. Cash incentive is also considered
f) 05% for fiscal year| against documentary collection through
2004-05 ' banks after export

g No cas}; subsidy h) CS is payable through banking
after June 2005 instrument and priority is given to
ensure adjustments of installment of]

Term Loan & working capital finance,
04. Jute & Jute Goods  |5% for shipment upto June|Jute mills after shipment submit the application
20039 for CS with relevant documents to negotiating

AD. ADs release the cash subsidy determining

the net fob value after repatriation of export

proceeds.
5 BB FE circular No. 12 date: 2-11-2002.
6 BB Circular Letter No: FEPD(com) 291/ krishi pannya/niti/ 2003 —401 date: 15-04-2003
7 BB FE circular No. 23 date: 12-12-2002.
8 BB FE circular No. 10 date: 05-06-2002.
9

BB FE circular No. 19 date: 1

2-08-2002.
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05. Light Engineering 15% for export with|CS is released after repatriation of export
By-cycle minimum  40%  value|proceeds in foreign currency. ADs must submit
addition. Admissible for|the cash subsidy application of the exporters to
shipment upto June 200510 Bangladesh Bank within 1_80 days after credit the
export proceeds to their concerned Nostro

Account abroad.
ii. CS is admissible only against the export

against L/C.
06. Bone crust 15% for local product!!  |CS is released after repatriation of export
proceeds in foreign currency. ADs must submit
cash subsidy application of the exporters to
Bangladesh Bank within 180 days after credit the
export proceeds to their concerned Nostro
Account abroad.
ii. CS is admissible only against the export
against L/C.
07. Hogla, Straw,| a) 15% for use of local CS is released after repatriation of export
Wastage of] product more than 80% proceeds in foreign currency. ADs must
Sugarcane b) 10% for use of locall  submit CS application of exporters to
product of more than Bangladesh Bank within 180 days after
50%12 credit of export proceeds to their concerned
Nostro Account abroad.

ii. CS is admissible only against export

against L/C.
08. a) Leather goods 15% for use of local CS is released after repatriation of export

product This will be
admissible upto June 30,
200513

proceeds in FC. ADs must submit the cash
subsidy application of the exporters to
Bangladesh Bank within 180 days after
credit of the export proceeds to their
concerned Nostro Account abroad.
CS is admissible only against the export against
L/C.

4.3.3.6 Bonded warehouse

a.

Bonded warehouse has generated special enthusiasm among the

import-led export oriented industries. Bonded warehouse provides
storage facilities for imported goods under the control of the
Customs. Since bonded goods are not released for consumption, duty
is not collected immediately on such goods.

Bonded warehouse warrants are transferable. They are however, not

negotiable. This means that while the holder can transfer the title of

10
11
12
13

BB FE circular No.27 date: 12-12-2002.
BB FE circular No. 12 date: 12-12-2003.
BB FE circular No. 26 date: 12-12-2002.
BB FE circular No. 15 dates: 18-07-2002.
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these goods to the transferee, the transferee takes this subject to all
the defects and liabilities attached to the original holder. In foreign
countries, certificate of licensed warehouse are fully accepted as
security against advances.

c. Bond License remains valid for one year from the date of issue and
the license is renewable subject to satisfactory performance. The
bondholder applies to the Dept. of Customs in printed form 2 months
before the expiry date with necessary papers.

For change of lien bank, the license holder is required to apply to the Dept. of
Customs with import/export performance with the existing lien bank.

4.3.3.7 Export Development Fund!+

The Export Development Fund (EDF) has been created for sustaining export drive
and the long-term development of non- traditional export by

(a) assuring continued availability of foreign exchange to meet the import
requirements of non- traditional exporters, particularly newer exporters;

(b) encouraging foreign suppliers, overseas confirming houses, and foreign
commercial banks to provide short — term credit lines to Bangladeshi
exporters; and

(c) complementing other export development policies, such as improved access
to duty-free imported inputs and to promote non-traditional exports, diversify
exports, and encourage higher value added exports.

(d) ensuring availability of foreign exchange to exporters to finance their
imported inputs requirements. This is expected to act as a stimulus to private
sector export production and marketing effort, and to encourage investments
in market development as well as plant and equipment necessary to expand
export capacity.

14 Export Development Fund (EDF) has been created jointly by the International Development
Agency (IDA) and the Government of Bangladesh (GOB) for financing imports of raw
materials and spare parts of export oriented manufacturers in order to diversify export and to
promote and encourage non-traditional and higher value added export. The fund is utilized by
the commercial banks for financing exporters to the maximum of 70% of the export L/C at an
interest rate of 1% above London Inter bank Offer Rate (LIBOR). The fund is owned by GOB
and managed by Bangladesh Bank. Bangladesh Bank provides a spread of 3.5% to the
financing commercial banks on their advances to the new non- traditional exporters and a
spread of 2.5% on all other advances rediscounted with EDF.
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The object of providing this fund is to gradually eliminate structural and
regulatory constraints to financing of imported inputs required for export
manufacturing, so that the need for a separate EDF will be eliminated in due
course.

Participating Financial Institutions

All scheduled commercial banks may allow lending to eligible non-traditional
exporters and avail of the facilities of the EDF. The financing banks will utilize
their foreign exchange positions and obtain refinance from Bangladesh Bank on
first come first served basis. They will disburse directly to foreign or domestic
suppliers to enable the eligible exporters to use EDF. The commercial banks will
assign the export proceeds to EDF after using the fund.

Eligibility

Direct and indirect non-traditional exporters (firms, individuals or partnership)
exporting goods other jute and jute goods (excluding jute carpets) and tea,
(excluding consumer packaged tea and tea bags) and high domestic content (with

30% value addition or more) ready-made garment exporters are eligible for EDF
to the maximum extent of 70% of the value of export L/C15

4.3.3.8 Equity Entrepreneurship Fund (EEF)

Bangladesh bank has introduced EEF16 in order to support fledging and risky new
projects; especially software and food/agro based processing industry. EEF fund
has so far sanctioned Tk.840 million!” in the two sectors and Bangladesh Bank has
earmarked Tk.3 billion for the fiscal year 2002-2003!8 Main features of Equity
Entrepreneurship Fund are as follows:

1. EEF provides finance to the software and food processing and agro-based
industries.

2. Fund is available up to 49% of the combined capital of the project, which
shall not exceed 33.33 percent of the total project cost. If the project is not

15 Loan disbursed under EDF in the last three years is give below:

Year Amount in million US$ Amount in million Taka Increase/decrease
1999-2000 105.15 6098.70
2000-2001 137.75 7989.50 31%

2001-2002 136.54 7919.32 (0.9%)
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leveraged, the contribution of EEF may go up to 49 percentage of the total
cost.

3. The total cost of the project shall be minimum of Tk. 10 million (inclusive of
net working capital).

4. The finance may be disbursed through all the scheduled banks and the
Industrial Promotion and Development Company Limited (IPDC).

Export promotion fund of EPB

Export Promotion Bureau of Bangladesh (EPB) and Janata Bank signed an
Memorandum of Understanding (MOU) to extend financial support to
Information and Communication Technology (ICT) and handicraft exporters.
Initially EPB placed a fund for Tk. 50 million for this purpose, which increased
to about Tk. 80 million. Janata Bank realises service charge @ 2.5% for itself and
interest of 4.50% for EPB of loan amount!9:

4.4 NBFIs in export financing20

There are 19 non-bank financial institutions in operation in Bangladesh. Among
them five have been interviewed during field survey. The financing products of
the NBFIs are:

a. Loan

b. Lease.

16 BB EEF Circular No. 06

17 Byron, Rejaul karim, and Zahidul Haq (2003: 33:4) The Daily Star: Entrepreneurship fund
finds way in 12 schemes, June 29,2003

18 http://www.Bangladesh-bank .organisation/about/dept/eefu/eefu.html

19 Number of projects and amount financed under EPB

Agro-processing companies Software companies
No Amount Sanctioned No Amount Sanctioned
27 Tk. 1555.3 million 6 Tk. 93.91 million

20 Non-banking financial institutions (NBFI) are those institutions which (i) give loans or
advances for industry, commerce, agriculture or housing or (ii) carry on business of the
underwriting or acquisition of, or investment or re-investment in, shares, stock, bonds,
debentures or debenture stock or securities issued by the Government or any local authority or
(iii) carry on business of hire purchase transactions including leasing of machinery or
equipment or (iv) finance venture capital and includes merchant bank, at a premium but does
not include a loan to a company or other body corporate upon terms involving the issue of
debentures or other securities.
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The NBFIs are extending term finance for installation of capital machinery and
construction of factory building. They do not provide working capital finance.

Table 5: Sources of funds of NBFIs

Sources of fund Rate of interest
Local commercial Banks 11% to 13%
Loan from Foreign agencies LIBOR+3%

4.4.1 Utilization procedure of Foreign Currency (FCY) by NBFIs:

FCY funds received from abroad against foreign credit lines are kept deposited by
NBFIs in foreign currency with local banks as cash collateral. Interest earned on
such deposit is transferred to the company by these banks. Overdraft facilities at
hundred percent equivalent Takas are obtained from the banks at much lower rates
than market rates. The overdrafts are utilized for funding both long term and
short-term investments. In this way, it is possible to enjoy long term fund facility
at lower rates.

Table 6 : Lending Rate of NBFIs

Products Rate of interest
Lease 15% to 18%
Short term loan 15% to 16%
Long term loan 15% to 18%

4.4.2 Contributions of NBFIs in export financing:

Field survey reveals that NBFIs are extending financial support to all potential
sectors like textile and Ready Made Garments (RMG), food and allied products,
agro based industries, leather, ICT etc. The national investment figures of their
contributions to the exporters/export-oriented industries however are not
available.2!

It has been observed from the study that the banks and financial institutions are
not maintaining any separate statistical data set for credit/finance offered to the

21 FIs /NBFIs’ financial support to exporters in the last 5 years:
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exporters in different type of product. There is no monitoring and budgetary
system in the financial institutions for export credit either. Bangladesh Bank also
has no special monitoring system in place for this sector. The concerned
individuals/ bodies/ authorities are more interested in the export earnings rather
than export credit/ finance. They are only looking after the export earnings rather
than investment in the export sector. In other words, there is void in strategic
planning for this sector.

No investment in export is shown separately in their annual reports.

The NBFIs provide their service at the doorsteps of the investors. The response
time is very short as shown in the following table.

The lending rate of NBFIs is higher than that of NCBs and PCBs. Although,
borrowers still prefer to borrow from the NBFIs. This is because of their quality
service and simple procedure and for non-existence of trade union activities.

NBFIs are extending long-term financial support, which is not defined as export
credit by Bangladesh Bank. They do not provide working capital or any other
banking services to the exporters and are not substitutes for banks. The
mainstream banking sector can learn important lessons from them, particularly
with regard to quick service.

Table 7 : Response time for different of Project

SI  Nature of job Response time
1 Green field projects proposals 4-6 weeks
2 Projects expansion proposals 4 weeks maximum
3 Existing clients with satisfactory performance 1 week.
4 Regular correspondences (balance confirmation,
liability position etc) 1 working day

4.5 Venture Capital for exporters

Equity capital in fledging and risky business is known as venture capital and it is
provided by specialist venture capital firms, wealthy individual, and specialist
firm and investment institutions such as pension fund. It usually implies
involvement by a venture capitalist in the management of client enterprise since
the success of a new company depends on the efforts its managers put in.
Furthermore, venture capitalists can ensure better utilization of their investment
by participating in the management of the new companies. In broad terms, venture
vapital is the investment of long-term finance where the venture capitalist earns
his/her return primarily in the form of capital gain.
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4.5.1 Features of venture capital

Venture financing is actual or potential equity participation through direct
purchase of shares, options, or convertible securities. The objective is to make
capital gains by selling off the investment once the enterprise becomes profitable.
It is a long-term investment. Venture Capital Firms (VCFs) need to wait for a long
period, say 5-10 years, to make large profit (Pandey (1999)). It ensures continuing
participation of the venture capitalist in the management of the entrepreneur’s
business. The hand-on management approach helps him/her to protect and
enhance his/her investment by actively involving and supporting entrepreneur.
More than finance, the venture capitalist gives his/ her marketing, technology,
planning and management skill to the new firm.

4.5.2 Venture Capital in Bangladesh

There are a number of thrust sectors in Bangladesh that have significant potential
to grow but are also fraught with risks. Venture capital can make the enterprises
profitable through flexible financing and appropriately guiding their expanding
businesses. Agro-processing industries, IT (software), light engineering,

Figure 2 : A simple structure of organized private equity market

Capital,
control, &

Investors Capital Investment Banks etc. advice Issuers:
(General Intermediary: | § New
Partners): — |Limited Partner Ventures

§ Flngnm.al - (Venture Capital Firm) [™* Private § Middle
Institutions Limited equity Market

§ Pension Partner secutities Flrm-s
Funds Interst § Public

Companies

handicrafts, leather and leather products, garment industries with capital upto Tk.
50 million etc. are a few among the potential sectors of venture capital financing.

4.5.3 Government and Private Initiatives for Venture Capital

4.5.3.1 Government Initiative

Bangladesh Bank has already introduced EEF22 in order to support risky new
projects; especially software and food/agro based processing industry. EEF fund

22 EEF circular no.6 dated June 24, 2002 of Bangladesh Bank
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has so far sanctioned Tk. 840 million23 in the two sectors and the Bank has
earmarked Tk.3000 million for the fiscal year 2002-200324,

Features of Equity Entrepreneurship Fund of Bangladesh Bank:

1. EEF provides finance to the software and food processing and agro-based
industries.

2. Fund is available up to 49% of the combined capital of the project not
exceeding 33.33 percent of the total project cost.

3. The total cost of the project shall be minimum of Tk. 5 million (inclusive of
net working capital)2s

4. Finance may be disbursed through all the scheduled banks and the Industrial
Promotion and Development Company Limited (IPDC).

5. The fund is available only during the time of start-up and the loan applicant
is registered as a private limited company.

6. Companies registered after 1st January, 1997 shall be regarded as new
companies and will be eligible for finance.

7. Subsidiary companies of an established company are also eligible for getting
the finance

8. Non-Resident Bangladeshi sponsors are given priority.

9. The investment is made in the form of equity and the projects are required to
issue ordinary share certificates in name of the Government

10. The supervising financial institutions (FI) of EEF represents the Government
in the Board of Directors of the financed companies and also monitors the
business activities of the project on a regular basis.

11. The Supervising FIs are entitled to have 25% of the dividend earned by EEF.

23 Byron, Rejaul karim, and Zahidul Haq (2003: 33:4) The Daily Star: Entrepreneurship fund
finds way in 12 schemes, June 29,2003

24 hitp://www.Bangladesh-bank .organisation/about/dept/eefu/eefu.html

25 EEF Circular NO. 12 dated April 17,2003 of Bangladesh Bank
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4.5.3.2 Private Organizations in Venture Capital Financing

Grameen Fund:

Grameen Fund is a sister concern of Grameen Bank providing venture capital to
the risky-technology oriented enterprises which are otherwise deprived of finance
from the conventional sources. Grameen Fund was incorporated as non-profit
organization in 1994. They invest the capital gain in risky technology oriented
ventures.26

BASIC Bank

BASIC Bank took initiative for providing venture capital for different companies
with earmarked capital of Tk. 30 million2? from the profit. However, it has not yet
been made operational.

VANIK Bangladesh Limited

VANIK has conducted market survey to introduce venture capital in Bangladesh
and trained some of their officials as well. Due to change in ownership, they could
not introduce venture capital finance in Bangladesh.28

5.  Other sources of export finance

In addition to banks and NBFIs, several other sources, both formal and informal,
provide finance for exporters. Informal money lending has been a common
centuries old practice across the sub-continent. The newly evolved sources
include overseas facility and venture capital as well as factoring services.

26 Major objectives of the Grameen Fund:
e  Participate in the majority of equity capital in companies trying to innovate in various sectors
that hold promise for future growth, having direct or indirect impact on poverty alleviation.

e  Provides loans, equity or both, to risky firms using untested technology and / or producing
untested but innovative products; both for existing companies for balancing, modernization or
expansion

e Assist in management buy-in or buy-out of existing companies needing financial and
management support, provided that such companies activities/product bring direct and/or
indirect benefit to the poor.

e  Promote or develop enterprises having prospects for export and for import substitution that will
use indigenous raw materials, provide extensive employment to the poor and /or help upgrade
the skills of the rural or urban poor.

27 Executive Interview with the Management of BASIC Bank

28 Informal Interview with Mr. Mahmudul Bari, Assistant Vice President, Merchant Banking,
VANIK.
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5.1 Informal Money Market

It is a widely known fact that informal moneylenders charge usurious rates of
interest from rural borrowers who primarily take loan for crop cultivation,
purchase of bullocks etc. With rapid urbanization, informal money lending is
widely practiced in industrial areas and cities of Bangladesh.

Study reveals that exporters of certain sectors borrow from other sources; namely:

i) Relatives/friends: Terms and conditions of repayment of loan differ widely.

ii) Moneylenders: Terms and conditions of their loans are more or less similar.
They charge high interest rates, usually 10% per month.

iii) Traders cum moneylenders: Yarn traders for example, sell yarn etc. to the knit
garment exporters on credit and charge interest @ 4%-5%.

5.2 The sectors borrowing from other informal sources are:
- Frozen Food: Shrimp

There are five tiers shown below to support the export-oriented shrimp industry

Hatchery and shrimp factories get bank finance and they do not need to borrow
from informal sources.

Middlemen, ‘Gher’ owners, suppliers and agents sometimes get bank finance in
the form of Cash Credit (H) against collateral security of real estate. Many of
them borrow from local money lenders at monthly interest of 5% to 8% and in
some areas, the monthly lending rate is 15% - 8%. In rare instances, the factory
owners borrow from informal sources.

Figure 3 :
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- Handicrafts

There are a large number of handicraft items produced in different areas of the
country, mostly by family members. Exporters make advance (“dadan’) to the
artisans for procurement of raw materials to ensure supply of high standard and
quality products. Organized institutional finance for the producers is very limited.

- Vegetables

Vegetable exporters make advance payment (dadan) to the growers to ensure
production and supply of vegetables of required quality and standard. The
growers normally do not get institutional finance.

- Garments

A large number of knitwear garment exporters having capital of Tk. 10 million to
Tk. 20 million with a workforce of 150-300 borrow from the local money lender
at a monthly interest of Tk. 10000 per month plus brokerage of Tk. 1,000 for
borrowing Tk. 1,00,000. They are compelled to take such loans when they fail to
get urgent bank finance due to stock-lots and/or to avoid further stock lot.
Sometimes they also borrow from the traders cum moneylenders who sell yarn
etc. on credit at market price and charge interest @ 4% to 5% per month and the
loans are utilised for:

e Lifting yarn under quota from the local mills.

e Providing L/C margin of the importers of commercial banks when they fail
to arrange it from their own source.

e Meeting the shortage of margin for availing cash credit (pledge) limit
sanctioned by the commercial banks.

e Payment of salary and wages of worker.

5.3 Factoring Services2®
5.3.1 Factoring Sevices in Bangladesh: Prospects & Potential

Bangladesh is a developing country. Factoring will be of great assistance to the
entire industrial and trading sector. Factoring will be specially helpful for the

29 Factoring is a device of transforming a non-productive, inactive asset ( i.e. book debts) into productive asset (viz.
Cash) by selling book debts (receivables) to a company that specialises in book debt collection and administration.
It is a popular mechanism of managing, financing and collecting receivables. The arrangement between the client
and the factor primarily depends upon the needs of the clients. This could be either financial or sales ledger
administration or collection of book debts or credit risk coverage etc. or all together. The type of factoring
arrangement concluded at a given time depends upon client needs, nature and volume of client’s business and
financial strength, type of business, cost of services etc. Factoring is now universally accepted as vital to the
financial needs of particularly small and medium sized business. Factoring has become well-established in
developing countries as well as in those that are highly industrialized. In South Asian, India and Sri Lanka have
already launched its service. In Sri Lanka, factoring is now accepted as a useful financing service. In India also,
factoring is gaining acceptance in the business community.
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development of SMEs in Bangladesh. Small and Medium-sized Enterprise
(SMESs) suffer from the lack of adequate bank finance, because of reluctance on
the part of banks against book debts of SMEs.30 Furthermore, factoring could be
a supplementary financial service with the existing financial services provided by
banks. The commercial banks are over burdened with huge amount of non-
performing assets. There is a good prospect for setting up of factoring companies
for taking over the non-performing assets of Tk. 26,000 crore of the commercial
banks.

5.4 Counter Trade3°
5.4.1 Counter Trade in Bangladesh

Bangladesh has undertaken different initiatives to start counter trade
arrangements with different countries. The objective of starting counter-trade in
Bangladesh is to reduce trade deficit and to reduce pressure on foreign currency
reserve. In the initial stage, Bangladesh has established trade relationship with
three countries viz. Myanmar, Thailand and Indonesia. If potential counter trade
relationship brings fruitful results, Bangladesh will go for such arrangements with
other regional countries in phases.

5.4.2 Overseas facility

Both bankers and exporters reported that some industries have been set- up with
imported capital machineries funded by non-resident Bangladeshi (NRB).
Furthermore, it was also reported that machineries and raw materials are often
imported with undisclosed funds through under invoicing funded by the “sleeping
equity partners” in and outside the Export Processing Zone (EPZ). However, with
a significant overseas population, overseas facility remains an attractive source of
finance for many exporters.

%
(=}

The following reasons are cited for this:

SMEs do not maintain a proper accounting system and therefore banks are unable to verify the
accuracy of book debts.

Most SMEs are organized in as proprietary or partnership firms and thus are not required to
have audited accounts. Banks cannot put much reliance on unaudited accounts.

Most SMEs have poor credit management. They have inadequate and inefficient systems of
book debt collection. Thus, the incidence of bad debt losses is high in the case of SME sector.

SMEs have a tendency of slackening their effort of collecting book debts once banks have
financed their book debts.

SMEs are not in a position to provide sufficient collateral security.

O 0 0 0 o
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5.5 Role of Stock Exchange

Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE) are non-
profit organizations.3! They work as intermediaries between investors and
companies. They help the companies to raise capital through initial public
offering. They perform the valuable secondary function of buying and selling
their securities. Since the stock exchanges are not lending or borrowing
institutions, DSE and CSE do not have any provision to maintain liquidity. At
present, there is good market liquidity to attract investment for all types of
companies including the emerging export enterprises. They do not have any scope
to extend special help to the exporters. They help investors in getting their shares
liquidated through their enlisted brokers.32 It has been observed from the daily
price index published by the DSE and CSE, that most stocks are traded at half the
price of face value, which indicates that they have not been able to regain the
confidence of general investors despite recent positive initiatives undertaken by
Security and Exchange Commission (SEC).33 Until the full confidence is regained
it will not be meaningful to expect DSE and CSE to come forward to assist
exporters in need of finance.

31 Exceutive Interview with the Dhaka Stock Exchange and PRO of Chittagong Stock
Exchange 5. Box 4.1 Background of DSE and CSE

32 Dhaka Stock Exchange was incorporated in 19 54. As on 30th June, 2001 there were 244
securities listed with DSE and the total issued capital of all listed securities was Tk.32, 227
million and market capitalization was Tk.72, 168 million . On the other hand, The Chittagong
Stock Exchange (CSE) was r egistered as a public limited company in April 1995. As on 30th
June, 2001 there were 171 securities listed with CSE and issued capital of all securities was
Tk.27,350 million. Total market capitalization of all securities of CSE as on 30th June 2001
stood at Tk.62,820 million Form July 1996, the market index of Dhaka and Chittagong Stock
exchange started increasing and it continued till the market collapsed in Nov 1996. Thousands
of new and small investors who knew very little about the stock market suf fered most.
Following the debacle of 1996, Securities and Exchange Commission (SEC) seeks comment
from the DSE/CSE whenever they receive any application from companies intending to float
their shares in public.

While sending comments to SEC, DSE/CSE ens ures that the company has a good track record
and sound performance in the previous three years. On the basis of DSE/CSE’s comments,
SEC accepts the proposal only if found satisfactory. Comments are incorporated with the
prospectus.

33 Dhaka Stock Exchange: (September 2003), Monthly Review: Dhaka
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5.6 Role of Export Promotion Bureau

The Export Promotion Bureau was established by the then Pakistan Government
as a Department of the Ministry of Commerce. Subsequently, it was re-organized
as a semi-autonomous body for promoting export of Bangladeshi products by a
Presidential Order in 1977. The Head Office of EPB is in Dhaka and three
regional offices are situated in Chitagong, Khulna, and Rajshahi.

5.6.1 The functions of EPB are34

e Adoption of dynamic policy and program measures for active promotion of
exports;

e (Co-ordination of export development efforts at various levels;

e Co-ordination and monitoring of national export performance and progress;

e Carrying out of promotional activities in product and supply development;

e Exploration of markets abroad;

e (Collection and dissemination of trade information;

e Organization of participation in international trade and export fairs abroad;

e Imparting of training for HRD;

e Conducting of studies, surveys, research etc on products and markets;

e Administering and monitoring of RMG quota.

Table 8 : Loan from EPB’s Export Promotion Fund

Name of the Companies Amount Sanctioned Amount Disbursed Present Outstanding
Information Communication Technology

Data ot Tk. 25 Tac Tk. 25 Tac Nil

The Decode Tk. 50 Lac Tk. 50 lac. Tk. 35
Handicraft

Craft International Tk. 5 Lac Under Process

Prianka Banarashi Tk.5 Lac Under Process

Source: EPB

34 EPB, “What it is, What it does” published by Trade Information Center of EPB, Dhaka
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5.6.2 Activities and Contribution of EPB in Export

5.6.2.1 Export promotion fund of EPB

EPB has signed an MOU with Janata Bank for disbursing loan from Export
Promotion Fund to ICT and handicraft exporters. It allocated Tk.40 million for
ICT and Tk. 10 million for handicraft exporters.

5.6.2.2 Country of Origin Certificate & trade license

The Certificate of country of origin is a very important document used in
international trade finance. In Bangladesh, EPB issues six different types of
certificates of origin. They also issue trade license for textile and visa for the
textile exporters to the USA.

5.6.2.3 Trade Fair

EPB arranges different types of trade fairs in Bangladesh and other countries for
promotion of exportable goods. EPB also helps different Bangladeshi companies
to participate in international trade fairs abroad to create market for Bangladeshi
products. In 2001-2002, EPB participated in 22 different trade fairs and organized
4 single country exhibitions.

Box 2: Country of Origin Certificate issued by Bangladeshi Company

Generalized System of Preference (GSP): It is issued for 15 different EU countries
and 14 developed countries including USA, one of the major importers of
Bangladeshi goods.

South Asian Preferential Trade Agreement (SAPTA)*: It is issued for the SAARC
member Countries such as Sri Lanaka, India, Maldives, Pakistan, Bhutan and Nepal.

Bankot Agreement*: This country of origin certificate is issued for China, Srilanka,
Korea and India.

GSTP( Global System of Trade Preference ): It is issued for the Group of 77
member country

Annex-3 : It is exclusively for Mexico
KPT( Korea Preferential Trade): It is used exclusively for Korea.
*Bangladesh is a the member of SAPTA & Bang ot Agreement
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5.6.2.4 Publications on Export3s

Export Promotion Bureau Publishes different types of printed materials on export
for home and abroad. Printed publications are circulated to Bangladesh Missions
abroad, concerned Ministries, Government Departments, National and
International Trade Organizations, Trade Associations, Chambers of Commerce,
and leading exporters.

Trade Information Center (TIC)

Trade information Center (TIC) is a commercial library of Export Promotion
Bureau. There are 9677 books/publications and 72 international and national
periodicals preserved in the TIC at present. Day-to-day activities of Trade
Information Center (ITC) have been computerized and includes the following
database:

e Database “TICL” contains books available in the Library.

e “COM” database contains information on local exporting companies. It is the
export directory with detailed information.

e Database “PREIO” contains journals/ periodicals available in the TIC.

e (CD-ROM “PATAS” contains statistical Information on export and import of
71 countries.

6. Issues and recommendations

Heretofore, a broad overview has been presented of extensive spread of financing
services that are currently available for exporters. The study has identified several
critical issues that affect the efficiency of these services as well as act as
impediments to export. They are given below along with their recommendations.

35 List of Publications published during the year 2001-2002 is given below:
1. Bangladesh Export Statistics 2000-2001;
2. Brochures and Posters on International Trade Fairs/Single Country Exhibitions held
abroad;
Quarterly Trade Information Journal;
Folder on National Export Training Program;
Folder and Poster on Dhaka International Trade Fair (DITF) 2002;
Directory on DITF 2002;
Souvenir on DITF 2002;
8. Application form for Pavilion/Stall of DITF 2002;
Source: Annual Report 2001-2002 of EPB

NNk
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6.1 Impediments to export — issues and recommendations
6.1.1 Banking related impediments
Issue: Centralisation of Business Power

1. NCBs take a long time to communicate decisions on application for financial
support from new clients. According to the Business Delegation Power of NCBs
& PCBs3¢, the sanction of Long Term Project Finance is approved by the Head
Office/Board of Directors in most of the banks, irrespective of the collateral
issue3?

2. In the case of shrimp culture, finance is treated as rural finance. Since all
frozen food exporting organizations are situated in Chittagong and Khulna,
obtaining finance from the bank becomes very time consuming and lengthy.

Recommendations

Short Term
1. CBs may be advised to delegate the sanctioning power of long term project
finance for setting up the backward linkage industries to the field level as per

36 The above information is available from the ‘delegation of business power’ of the following
banks reviewed:

NCBs
1. Sonali Bank
2. Janata Bank
3. Agrani Bank
4. Rupali Bank Ltd.
PCBs
1. IFIC Bank Ltd.
2. Prime Bank Ltd.
3. National Credit and Commerce Bank Ltd.
4. Mercantile Bank Ltd.

Islami Banks
1. Social Investment Bank Ltd.
2. Al-Arafa Islami Bank Ltd.
The following commercial banks informed that they do not have delegated business power:
1.  Dhaka Bank Limited
2. Dutch Bangla Bank Limited
3. United Commercial Bank Limited.

37 According to the Delegation of Business Power of NCBs & PCBs, the sanction of Long Term
Project Loan is centralized at Head Office/Board of Directors, while the sanctioning power of
pre-shipment and post shipment credits against export order/ L/C and working capital finance
are delegated to the different levels of the sanctioning authority.

Unfortunately, some PCBs do not have delegation of business power. As a result, loan-
sanctioning power is centralized to the Board of Directors of these banks, which does not
conform to the BB’s BRPD circular # 16/03 dated July 24, 2003.
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BRPD circular No. 16/03 of BB(ST). In addition, loan sanctioning power of the
banks should be decentralized for the SMEs as they usually need small project
loans amounting Tk. 10 million ot Tk. 20 million.

2. Specifically for Shrimp growers, sanctioning authority should be delegated to
the branches at field level.

Issue: Rigidity of Collateral Security in export financing

1. In the event of export failure/ stock-lots38, garment sector SMEs are compelled
to suspend/close their production. This is because they do not get further bank
finance due to non-receipt of export proceeds, rigidity of collateral security, etc.
In case of one-two stock-lot(s), they borrow money from informal moneylenders
at a rate of 11% interest per month including 1% per month paid to the broker.
BKMEA (Bangladesh Knitwear Manufacturing Exporters Association) reported
that about 200 knitwear garments of this category regularly borrow money from
the moneylenders as they fail to get additional bank finance.

2. According to the Delegation of Business Power of commercial banks, no
project finance is allowed without collateral security. Shrimp exporters claim that
85% of the freezing capacity remains unutilized for want of finance. Processing
bank loans is a lengthy procedure which has a cost to the exporters. Any attempt
to expedite the process also has a cost in the form of ‘speed money’ and other
forms of hidden costs as well.

Recommendations

Short Term

1. Delegation of business power should be appropriately amended so that banks
extend finance against genuine export L/C or export order as per existing practice
without insisting on collateral security. Industries with large workforce but small
capital may be allowed to get finance from Equity Entrepreneurship Fund (EEF).

2. Shrimp growers should be declared as deemed exporters and also be allowed
bank finance without collateral security since shrimp growers are of very small
means.

3. Processing of bank loans has to be completed within a stipulated time mutually
agreed by the bank and exporters.

38 Stock-lot: Failure of the exporter to make shipment of the manufactured goods (stock —lot) in
which case his banker makes payment of import bills for the value of raw materials imported
under Back —to —Back L/C creating forced loan. Such goods are sold at a distressed price.
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Issue: Banks’ customer response cycles

Response time means the time spent from the date of loan application submitted
by the borrowers to the date of disbursement of the applied loan3°. The response
time varies from bank to bank, size type and nature of the loan applied for. An
industrial term loan proposal needs a long time for sanction by the financing
banks while a working capital loan proposal needs a shorter period of time
(generally 35 days). Again a loan proposal of a company or a group requires more
time than that of an individual or a proprietorship concern due to simplicity of
processing.*0 If this industrial loan is related to an export product, then, clearly its
growth is bound to be constrained by this lengthy response cycle.

Discussions with bank officials reveal that most of the banks do not maintain the
response time schedule for disposing a loan proposal. Some banks have
introduced a “Top Sheet” or “Movement Sheet” to monitor the time taken in each
of the steps to ensure speedy disposal. Two out of the three foreign banks did not
provide the relevant information in this regard.

Recommendations

Short Term

1. Measures should be taken to reduce the customer response cycles of financing
banks. There has to be a regular monitoring mechanism in place to oversee this
cycle.

2. The decentralization of authority of NCBs is a must to reduce the total length
of time needed to get financial services.

39 The time taken at different levels of the sanct