
Abul Barkat
Reshmaan Hussam
Peasant Psychology and Experimental Economics: 
Analyzing Trust and Reciprocity in Bangladesh
   

Rehman Sobhan
Collateral Damage from an Unjust War 
   

Qazi Kholiquzzaman Ahmad
Sayed Abdul Hye
Syed Shah Habib Ullah
Bangladesh: The Draft Poverty Reduction Strategy 
Paper (PRSP)-A Review
   

Muinul Islam
Poverty  Creation  or  Poverty  Reduction  Under   PRSP: 
A Case for Reviewing and Rethinking the Role of the 
State in Bangladesh
   

Mudabber Ahmed
Historical Decompositions of Price and Output in The 
Post Financial Liberalization Era of Bangladesh and The 
Role of Monetary Policy
   

Murshed Ahmed
Development and Management Challenges of 
Integrated Planning for Sustainable Productivity of 
Water Resources
    

Khandaker Md. Mostafizur Rahman
Peter Michael Schmitz
Tobias C. Wronka
Farm-Specific and Farm-Size-Specific Efficiency 
Measurements and Related Policies for Bangladesh 
Rice Crops
    

Dhiman Chowdhury
Government,   Business,   and   Human   Development: 
An International Experience
   

Amirul Islam
Economic Growth and Corruption: Evidence from 
Panel Data

4

Bangladesh Economic Association



Bangladesh Journal of Political Economy
VOLUME 21,  NUMBER 2,  DECEMBER 2004

Qazi Kholiquzzaman Ahmad
Editor

Bangladesh Economic Association
4/C, Eskaton Garden Road, Dhaka-1000Phone : 9345996, Fax : 880-2-9345996E-mail : becoa@bdlink.com



· Bangladesh Journal of Political
Economy is published by the
Bangladesh Economic Association.

· No responsibility for the views
expressed by the authors of articles
published in the Bangladesh Journal
of Political Economy is assumed by
the Editors or the Publisher.

· Bangladesh Economic Association
gratefully acknowledges the
financial  assistance provided by the
Goverment of the People’s Republic
of Bangladesh towards publication
of this volume.

· The price of this volume is Tk. 200, US $ 15 (foreign).Subscription may be sent to theBangladesh Journal of PoliticalEconomy, c/o, Bangladesh EconomicAssociation, 4/C, Eskaton GardenRoad, Dhaka-1000.Telephone: 9345996.E-mail : becoa@bdlink.comMembers and students certified bytheir concerned respectiveinstitutions (college, universitydepartments) may obtain the Journalat 50% discount.
Cover design by:Syed Asrarul Haque (Shopen)
Printed by:Agami Printing & Publishing Co.25/3 Green Road, DhanmondiDhaka-1205, Phone: 8612819

BEA Executive Committee2002-2004
President
Qazi Kholiquzzaman Ahmad
Vice- Presidents
M. A. Sattar Mandal
M.A. Sattar Bhuyan
Md. Ghulam Murtaza
Mohammad Eunus
Jyoti Prakash Dutta
General Secretary
Abul Barkat
Treasurer
Masih Malik Chowdhury
Joint Secretary
Md. Zahirul Islam Sikder
Assistant Secretary
Md. Mostafizur Rahman Sarder
A. Z. M. Saleh
Md. Main Uddin
Members
Muinul Islam
A.K.M. Shameem
Sayed Abdul Hye
Md. Muzaffar Ahmed
Md. Sadiqur Rahman Bhuiyan
Toufique Rahman Chowdhury
Toufic Ahmad Choudhury
Md. Syedul Islam
Mahtab Ali Rashidi
Salehuddin Ahmed
Jamal Uddin Ahmed
Badrul Munir



Bangladesh
Journal of
Political

Economy
VOLUME 21,  NUMBER 2,  DECEMBER 2004

Editor
Dr. Qazi Kholiquzzaman Ahmad

Editorial Advisory Board
Professor Amartya Sen
Professor Nurul Islam

Professor Mosharaff Hossain
Professor Rehman Sobhan
Professor Muzaffer Ahmad

Professor Muhammad Yunus
Dr. S. R. Bose

Professor Wahiduddin Mahmud
Mr. Mostafa Faruque Mohammed

Editorial Board
Dr. Qazi Kholiquzzaman Ahmad Editor
Professor Muinul Islam Member
Professor Ayubur Rahman Bhuiyan Member
Professor Sayed Abdul Hye Member
Dr. Quazi Shahabuddin Member
Professor Sanat Kumar Saha Member
Professor M. A. Sattar Mandal Member
Dr. Khaleda Salehuddin Member

Bangladesh Economic Association



evsjv‡`k Rvb©vj Ad cwjwUK¨vj BKbwg
GKwesk LÊ,  2q msL¨v,  wW‡m¤̂i 2004

m¤úv`K
W. KvRx LjxKz¾gvb Avng`

m¤úv`bv Dc‡`óv KwgwU
cÖ‡dmi Ag©Z¨ †mb

cÖ‡dmi byi“j Bmjvg
cÖ‡dmi gykviid †nv‡mb
cÖ‡dmi †ingvb †mvenvb

cÖ‡dmi gyRvddi Avn‡g`
cÖ‡dmi gynv¤§` BDb~m
W. ¯‡̂`k iÄb †evm

cÖ‡dmi Iqvwn`DwÏb gvngỳ
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Editor’s Note

It is very satisfying that it has been possible to maintain the
publication schedule of Bangladesh Journal of Political
Economy (BJPE). This volume (Vol 21. No.2) contains selected
papers out of those presented at the 14th BEA Biennial
conference held in September 2002 and various seminars/
conferences organized since then up to the present as well as
out of those submitted specifically for publication in the BJPE.
The articles have gone through the usual review and
modification processes before finally accepted by the Editorial
Board for publication. Given the contexts in which these
articles have been written, the subjects covered are quite
diverse, which in fact makes the volume very interesting.
Let me record my sincere thanks to the authors of the articles,
the reviewers, and the members of the Editorial Board of the
Journal. Their efforts and cooperation are deeply appreciated.

Qazi Kholiquzzaman Ahmad
President, Bangladesh Economic Association
Editor, Bangladesh Journal of Political Economy



evsjv‡`k A_©bxwZ mwgwZi lvb¥vwmK Rvb©vj Bangladesh
Journal of Political Economy cÖKvkbvi bxwZgvjv

1| A_©bxwZi wewfbœ kvLvq ZvwË¡K Ges cÖv‡qvwMK wel‡q cÖeÜ cÖYqb Kivi Rb¨
cÖeÜKvi‡`i‡K Aby‡iva Rvbv‡bv n‡e| Bs‡iRx Ges evsjv Dfq fvlvq iwPZ cÖeÜ
Rvb©v‡ji Rb¨ MÖnY Kiv n‡e|

2| Initial screening wbe©vnx m¤úv`‡Ki GLwZqvify³ _vK‡e, Z‡e cÖ‡qvRb‡ev‡a m¤úv`bv
cwil‡`i Ab¨ m`m¨‡`i mnvqZv wZwb †b‡eb| wba©vwiZ format ‡gvZv‡eK ms‡kva‡bi
Rb¨ GB ch©v‡q cÖv_wgK fv‡e short-listed cÖeÜmg~n cÖeÜKv‡ii Kv‡Q †cÖiY Kiv n‡e|

3| Af¨š—ixY reviewer mvaviYZt m¤úv`bv cwil‡`i m`m¨‡`i ga¨ †_‡KB g‡bvbxZ n‡eb|
ewnt ’̄ reviewer m¤úv`bv cwil‡`i wm×vš—µ‡g cÖe‡Üi wel‡qi wfwË‡Z m¤úv`bv
cwil‡`i evB‡i †_‡K g‡bvbxZ n‡eb, Z‡e wZwb †`‡ki Af¨š—‡i ev we‡`‡k Ae¯’vb Ki‡Z
cv‡ib| m¤úv`bv Dc‡`óv KwgwUi mKj m`m¨ reviewer n‡Z cvi‡eb| Z…Zxq reviewer
cÖ‡qvRb n‡j m¤úv`bv cwil‡`i evB‡i †_‡K Zuv‡K g‡bvbxZ Kiv n‡e|

4| K) mwgwZi wØevwl©K Kbdv‡i‡Ý Dc¯’vwcZ cÖeÜ¸‡jv referral cÖwµqvi gva¨‡g
Rvb©v‡ji Rb¨ we‡ewPZ n‡e|

L) wewfbœ mg‡q mwgwZ KZ…©K Av‡qvwRZ †mwgbv‡i cwVZ Avgwš¿Z cÖeÜmg~n Rvb©v‡ji
m¤úv`bv cwil‡`i Aby‡gv`bµ‡g Rvb©v‡j cÖKvk Kiv †h‡Z cv‡i|

5| A_©bxwZ mwgwZi m`m¨ Ges m`m¨-ewnf~©Z †h †Kvb AvMÖnx cÖv_x© Rvb©v‡ji MÖvnK n‡Z
cvi‡eb| Z‡e m`m¨‡`i †¶‡Î MÖvnK wd (subscription fee) cÂvk kZvsk †iqvZ †`qv
n‡e|

6| Rvb©v‡ji footnoting Ges writing style GZ`&m‡½ ms‡hvwRZ n‡jv (Aci c„ôvq ª̀óe¨)

7| K) Reviewer wn‡m‡e m¤úv`bv Dc‡`óv KwgwUi m`m¨‡`i‡K involve Kiv n‡e|

L) †`‡ki Af¨š—‡i Ae¯’vbKvix Dc‡`óv KwgwUi m`m¨‡`i‡K eQ‡i `yÕevi m¤úv`bv
cwil‡`i mv‡_ wgwjZ mfvq Avgš¿Y Rvbv‡bv n‡e|

8| K) wZbwU †Kv‡Ukb msMÖn K‡i m¤úv`bv cwil‡`i wm×vš—µ‡g gỳ ªK cÖwZôvb wbe©vPb
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Peasant Psychology and Experimental Economics:Analyzing Trust and Reciprocity in Bangladesh
Abul Barkat*Reshmaan Hussam**

Abstract
The purpose of this study is to comprehend the impact that gender and
culture engender on peasant psychology and economic behavior. An analysis
of data from an experiment conducted by the authors in rural Bangladesh
brings about several significant findings.  The basics of the Trust Game
theory in experimental economics was followed. The trust game experiment,
which was aimed at measuring the levels of trust and reciprocity among the
subjects was conducted in the village of Shastipur (Kushtia district,
Bangladesh) among illiterate peasants.  Results of four similar studies using
Trust Games conducted in different countries are used for the purpose of
comparing the results of the Bangladesh study. Two of the different country
studies measure differences in trust and reciprocity based on the cultural
variable, and the other two measure differences with respect to gender
effects. 
Findings consistently deviate from the expected outcome of standard
socioeconomic science model (SSSM), which assumes unbounded
rationality and selfishness to predict economic outcomes. Peasants in
Bangladesh are found to have comparable trust and higher reciprocity than
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those in the other studies, the respondents of all of which were educated
undergraduate students. The influence of interdependent peasant culture,
patriarchal mentality, and female household management among peasants
seem to affect the results to a large extent, contrary to predictions from the
SSSM.  This is a significant finding, for high trust and reciprocity reflect
high potential for successful businesses.  Further research in this field should
be of high utility in designing innovative ways to foster economic
development among peasants.

1. INTRODUCTION
This study attempts to understand the psychology behind common economic
decisions made by the peasant class in developing countries. It investigates the
effect of culture and gender on the particular group in question: 32 villagers from
Shastipur of Kushtia district, Bangladesh. The experimental economic technique
of the Trust Game is used to understand the economic behavior and related
tendencies within this group.  By comprehending the motivation behind economic
decisions and recognizing the potential for successful business among the
peasants, relevant strategies can be designed and implemented towards improving
the welfare of the peasantry who are located in the lower echelon of the class
ridden society throughout the world.
In order to understand the basis behind the “games” used in this study, one must
first understand the foundations of economics as a social science.  These
foundations include the concepts of game theory, the Trust game, and behavioral
and experimental economics.
The principles of game theory are derived from the standard socioeconomic
science model (SSSM). This SSM model claims that all humans are rational and
make every decision based on self interest; this is also an widely accepted view
about human instinct and behavior in economic sciences. Thus the SSSM,
assuming rationality in all humans requires, justifies and promotes selfish
behavior (Smith 2003).
In order to solve a game based on the assumptions of the SSSM, the dominant
strategy, or the most preferable, rational strategy of a player, must be identified.
From this, the Nash Equilibrium, or the best response to the other players’
choice(s) can be obtained.
This study deals with an experimental economic game known as the Trust Game.
This anonymous, non-repeated, cooperative game is useful to experimental
economists and psychologists because it, unlike many other similar games,
provides direct feedback on relative degrees of trust and reciprocity among

2 Bangladesh Journal of Political Economy Vol. 21, No 2



participants and also offers the greatest scope for “…exploring the human instinct
for social exchange, and how it is affected by contextual, reward, and procedural
conditions” (Smith, Neuroeconomics).
Since experimental economics is a new horizon in Bangladesh, it would be
appropriate to delineate some of the pertinent foundational issues and principles
which were followed in the study. First of all, simply speaking, in trust and
reciprocity, trust shows a proposer’s behavior about his/her extent of investment
intention, and reciprocity depicts the responder’s behavior about his/her extent of
acceptance or response, which might be of either positive or negative nature. This
field of experimental economics attempts to assess human capacity to
communicate intentions through actions. Trust may be defined as the amount of
faith the first mover in a game has in a second mover to recognize his/her
intentions and reciprocate correspondingly. The fundamental aspects of
reciprocity are elegantly addressed by McCabe et. al (2002) as follows:
“Reciprocity is defined as the costly behavior of the second mover that rewards
the first based on both the gains from exchange to the second mover as well as the
second mover’s beliefs about the intentions in motivating the action of the first
mover”. The most pertinent question in this field of experimental economics is to
find out what motivates the choice of the proposer’s trust and responder’s
reciprocity?
During the past two decades quite a lot of work has been conducted on “trust”,
and recently philosophical interest in it seems to have gained momentum. One
major dimension that becomes obvious in the relevant literature is that the word,
“trust”, means many different things to many researchers. Depending on who one
follows or whom one reads, trust is an emotion, an environment, a set of beliefs,
an encapsulation of self-interest or a counterweight to self-interest. It is obvious
that, the operation of the trust mechanism requires and contributes to an
environment of trust, and it affects people’s emotions, beliefs, and mind-set. It is
also widely believed that a society in which the trust mechanism is strong is one
in which individuals are trusting and trustworthy. Such a society has great
normative attractions. We want to feel that “our security is guaranteed by the
benevolence, conscientiousness or reciprocity of others, not merely by their fear
of legal sanctions” (Becker 1996), and given the cost of legal sanctions, it will be
easier to achieve cooperation if we are confident of each other’s trustworthiness
and good will.
The contemporary literature on economics of reciprocity concludes that deviations
from the predictions of the self-regarding preferences model are explained by
positive or negative reciprocity or related motivations such as trust in positive
reciprocity or fear of negative reciprocity (Fehr and Gächter 2000). Fehr and
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Gächter defined reciprocity as follows: “Reciprocity means that in response to
friendly actions, people are frequently much nicer and much more cooperative
than predicted by the self-interest model; conversely, in response to hostile actions
they are frequently much more nasty and even brutal” (2000). They draw a clear
distinction between reciprocity and altruism: “Reciprocity is also fundamentally
different from altruism. Altruism is a form of unconditional kindness; that is,
altruism given does not emerge as a response to altruism received” (Fehr and
Gächter 2000).
In order to better comprehend the essence of the game, it would also be useful to
note at this point that Fehr and Gächter, in criticizing the applicability of the trust
(or investment) game to a variety of environments, have forwarded the following
useful interpretations: “Positive reciprocity has been documented in many trust or
gift exchange games (for example, Fehr, Kirchsteiger, and Riedl 1993; Berg,
Dickhaut, and McCabe 1995; McCabe, Rassenti, and Smith 1996). In a trust
game, for example, a Proposer receives an amount of money x from the
experimenter, and then can send between zero and x to the Responder. The
experimenter then triples the amount sent, which we term y, so the Responder has
3y. The Responder is then free to return anything between zero and 3y to the
Proposer. It turns out that many Proposers send money and many Responders give
back some money” (Fehr and Gächter 2000). The key problem with the predictive
ability of the empirically substantiated conclusion of positive reciprocity showing
that many proposers send, and responders give back money in trust game is that
the data generated using single-game experimental design do not discriminate
between the actions motivated by reciprocity and actions motivated by altruism.
Proposing more money and/or returning more money may well be because of
altruism rather than trust or reciprocity in sharing benefits (profit). But what will
happen when altruism is a part of community norms and values? Therefore, the
results of trust-reciprocity experiment may not be perfectly dichotomous by
nature – across culture (i.e, ecological rationality works).
In the trust and reciprocity experiment, participants are separated into two groups,
one to be used to measure trust and the other to be used to measure reciprocity,
while experimenters facilitate a monetary exchange between anonymous partners
from each group.  Every participant begins the game with a set amount of money.
The exchange involves a player from one group deciding to give none, some, or
all of his/her money to his/her anonymous partner; however, before the given
amount reaches the partner, the amount is tripled by the experimenter.  The
anonymous receiver then decides to return none, some, or all of the [tripled]
money back to his/her partner.  The amount of money given is used to measure
trust, and the amount of money received is used to measure reciprocity.  Based on
the canonical model in which self-interest is the guiding motivation behind
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economic decisions, backward induction leads to the subgame perfect Nash
Equilibrium being that the receiver returns no money, and thus the sender sends
no money (i.e. no transaction in the game).
In behavioral game theory, bargaining games such as the trust game can be
analyzed in one of the two ways: an outcome-based approach or an intention-
based approach (McCabe et. al 2002).  The outcome-based approach claims that
only the actions – not the intentions – of the players must be known in order to
solve a game. This approach is based on the SSSM and is an example of
constructivist rationality, or the idea that all social institutions are created by
human rationality.  Constructivist rationality would claim that, in the trust game,
the sender will send no money, and thus no exchange will take place.   
The intention-based approach to analyzing the trust game shows several
deviations from the SSSM.  Under the rules of the trust game, one can see that the
sender must deviate from his/her subgame perfect strategy by trusting the partner
in order to achieve a future benefit. Furthermore, the receiver must positively
reciprocate based on his/her beliefs of the sender’s intentions (McCabe et. al
2002).  The concept of ecological rationality, in which human reason is used to
examine the behavior of individuals based on their experience and cultural/ folk
knowledge, also plays a key role in accurately analyzing the trust game (Smith
2003).    
Experimental economics generally uses the approach of ecological rationality to
understanding the predictive abilities of economic models. Vernon Smith (the
2002 Nobel Laureate in Economic Sciences) pioneered the field of experimental
economics, recognizing the human capacity to communicate intentions through
actions. Smith’s research in human behavior through experiments and simulations
of everyday economic transactions has provided a new and highly innovative
form of research which allows economists, sociologists, and psychologists to
recognize innate human characteristics such as altruism, punishment, trust, and
reciprocity through simple games.  These aspects of human behavior, which had
never before played a significant role in game theory, are now approaching the
forefront of psychological, behavioral, and economic thought.
Because the experiment which this study focuses on was conducted on peasants
in Bangladesh, it is crucial to understand the lifestyle of and psychology behind
“communicating intentions through actions” of such a subject.  In this study, the
term “peasant” refers to people belonging to lower echelon of the class society—
but not necessarily extreme poverty ridden—who are largely agricultural, and
have no literacy (or who are effectively illiterate) or lack knowledge of industrial
market transactions.  
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In most developing countries, peasant life involves a significant amount of
interdependence among the villagers. The agricultural base of a village entails that
members of the village trust and depend on one another for assistance when
necessary (not necessarily only during natural disasters or calamities).  Though a
village as a whole may be self-sufficient, each peasant cannot survive without the
rest.  Kinship and family identity are also especially strong among peasants. In
Bangladesh, a village is often made up of only a few extended families. The
nuclear family holds little significance; children are raised with multiple
guardians rather than just the mother and father. Furthermore, adult males hold a
considerable amount of authority in the village.  Patriarchal norms and values
(accordingly the mental frame) of the peasants affect everyday relations between
men and women, and thus might play a role in transactions in trust games as well.
Amartya Sen (the 1998 Nobel Laureate in Economic Sciences), a leading welfare
economist, attributes certain peasant behaviors and mentalities to the effects of
famine.  He refers to famine as the failure of exchange entitlement, or the failure
to effectively exchange and distribute goods. Sen believes that famines are caused
not so much by endowment failure or scarcity of food as by adverse changes in
the entitlement of the poor (i.e. deterioration in exchange entitlement).  Peasant
psychology is in turn affected by the fear of famine (endemic or epidemic) and the
lack of entitlement, opportunity, and freedom for the poor (Sen 1987).
The complexities of communicating human intentions through actions (in terms
of both monetary and non-monetary exchanges) may also be seen in the
framework of human capability. This human capability depends upon many
things, and may be expressed in very many ways including income, expenditure,
nature of transitory shocks (temporary or permanent) to income, asset ownership,
state of access to public resources, state of investment in human capital, social
capital, social relations (strength/weaknesses of friendship and kinship networks),
personal security, culture, community resources, dignity, autonomy, natural
environments etc (Baulch 1996, Sen 1985, 1987, Fulkingham and Namazie 2002,
Barkat 2003).  All these dimensions which determine human capability with
variations in degree by context are important in deciding an individual’s action in
communicating intentions in general, and that relating to the poor and illiterate
peasants of the underdeveloped agrarian economy of Bangladesh, in particular.
2. PROCEDURE
The detailed experimental procedure for the Trust game, as conducted in
Shastipur, is described in the Box-A below. The experimental game was played,
following procedures delineated above, in 3 groups—male, female, and mixed.
The information in Box-B depicts some useful demo-economic and social
characteristics of the area in which the study was conducted.
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Box A: Trust Game Procedure
as conducted in Shastipur  village of Kushtia district, Bangladesh

1. [for first group] Choose 12 players; six male, six female.
[for second group] Choose 10 female players.
[for third group] Choose 10 male players.

2. [for first group] List names randomly on chart, making sure that there are three
males and three females each in both Groups A and B, and that players are always
paired with members of the opposite sex. [for second and third groups] List names
randomly on chart, dividing the players into Group A and Group B evenly.

3. Take all players into Briefing Room; give them an explanation and demonstration
of the game.

4. Move Group A into Waiting Room A and Group B into Waiting Room B.
5. Call A1 into the Market Room.  Give him/her 50 taka, review key points of game,

and ask A1 what he/she wants to do with the money (invest none, some, or all of
the money). Record amount invested on chart, and take back the 50 taka, assuring
the player that the final amount will be given to him/her at the end of the game.

6. Send A1 to his/her respective interviewer.
7. Multiply the amount A1 invested by three, and keep this money at hand.
8. Call B1 into the Market Room.  Give him/her 50 taka, review key points of

game, hand him/her money from A1 [times three], and ask B1 if he/she wishes to
keep all the money, return some, or return all.  

9. Record amount returned on chart, and take back all the money, assuring the
player that the final amount will be given to him/her at the end of the game.

10. Send B1 to his/her respective interviewer.
11. [for first group] Repeat steps 5-10 for A2/B2 through A6/B6.

[for second and third groups] Repeat steps 5-10 for A2/B2 through A5/B5.
12. After all players have completed the game, calculate final earnings and give each

player his/her respective amounts.
Experimental Procedure as conducted by Abul Barkat and Reshmaan Hussam in
Shastipur village, Bangladesh, August 2003
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Box  B: Demo-economic and social characteristics of Shastipur, Bangladesh
Location: Shastipur Masjid Para, Shastipur Village, Alampur Union, Kushtia District.
Population: Total of 4,308 with 2,240 males and 2,068 females.
Number of Households: 958.
Alampur Union monthly income range: Males: 3000-4000 Tk., females: 500-800 Tk. 
Mother’s Club of Swastipur Masjid Para:  Established in 2002 by  a local non-government organization named Manob Sakti

Unnayan Kendra (MSUK) Mothers get together four to five days a week to play games, talk about health
and living, learn about business networking There are doctor visits and field nurses; a veterinary doctor visits several times a
year for lectures and demonstrations on poultry, dairy, fish culture, etc.



3. DISCUSSION
This study focused on two variables: cultural differences and differences based on
sex.  To understand how significant an effect culture and folk knowledge had on
the Bangladesh peasants’ decisions about communicating economic intentions
through actions, findings of the study have been compared with those of similar
studies from Sweden and Tanzania. The studies in Sweden and Tanzania were
conducted by Anders Danielson and Hakan Holm of Sweden in 2003.  Both the
studies focused  on undergraduate students.  However, the cultural differences
between Sweden and Tanzania are immense: Sweden is a highly developed,
industrialized, post modern country with social-democratic institutions and
values, while Tanzania is a poor developing country with high extent of corruption
and insignificant industrial activity.  The cultural differences between the players
from these countries and the players from Bangladesh are even greater, for the
players from Bangladesh are poor, illiterate peasants from a densely populated
agricultural developing country. To facilitate an in-depth understanding about the
differences of the three countries, a comparative country profile with select key
indicators is presented in Table 1.

Table 1: Comparative Country Profile: Sweden, Tanzania, Bangladesh
Indicators Sweden Tanzania Bangladesh
Population (in million) 9.0 35.9 138.1Population density (person/sq.Km) 22 41 1,061Per capita GNI (US$) 28,840 290 400GDP (in million US$) 300,795 9,872 51,897Per capita merchandise export (US$) 11,215 28 49High technology export as % of manufactured export 21 2 0Value added as % of GDP: Industry 28 17 27Services 70 40 52Agriculture 2 43 22Life expectancy at birth (in years) 80 43 62Adult literacy rate (% population 15 and above) 92 77 41Under-5 mortality rate (per 1000) 3 165 73Population below poverty line (%):National ... 35.7 49.8Rural ... 38.7 53.0Urban ... .. 36.6% population below1 $ a day ... 19.9 36.0
Source: World Bank 2004 (World Development Report 2005). Per capita merchandise export is

estimated by the authors based on the same data source.
Notes: The country profile presented in the Table shows a general macro-level situation, and not

the situation of the study subjects in Sweden and Tanzania i.e. the undergraduate students,
and the study subjects in Bangladesh – the peasantry.
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Before presenting the analysis of the empirical results of the trust and reciprocity
experimentation with the Bangladesh’s peasantry, it would be methodologically
worthwhile to present the formulas which were used to calculate trust and
reciprocity in the study. The following methodology shown in Box-C was applied
in measuring trust and reciprocity in the Bangladesh study. The detailed empirical
results of the experiment are presented in the Transaction Charts (see Table 5).

Box C: Methodology of Calculating Trust and Reciprocity
C = Initial Capital of Player A (50 Tk.)

A = Amount sent to Player B from Player A
TRUST = A ÷ C

M = Amount received by Player B from Player A through the Market (3 × A)
B = Amount returned to Player A from Player B

RECIPROCITY = B ÷ M

Based on the comparison of cross-culture trust and reciprocity shown in Table 2,
it is apparent that trust levels for all three countries are nearly identical.  This
result is inconsistent with the received view that the income of countries is
proportional to the amount of trust, implying that a high-income country such as
Sweden should have high trust while a low income country such as Bangladesh
should have comparatively lower trust (Danielson and Holm 2003).    

Table 2: Cultural Comparisons in Trust and Reciprocity: Sweden, Tanzania, Bangladesh
Trust and Reciprocity by culture Sweden Tanzania Bangladesh*
Average Trust (%) 51 53 53
Average Reciprocity (%) 35 37 53
*Authors’ estimation based on data presented in Table 5 (Transaction Charts)

There are several factors which may have led to these results.  The simultinaneity
effect, in which two completely different aspects of a population in an experiment
lead to similar results, may have occurred between the level of market knowledge
and the level of kinship among participants.  In both Tanzania and Sweden,
participants are undergraduate students who had taken or were taking an
introductory course in Economics.  Their experience with market transactions and
the general principles of economics is, therefore, significantly higher than that of
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the peasants of Bangladesh.  Greater familiarity with economic principles could
have led to a better understanding of the motivations behind the game, and thus
higher levels of trust.  With the Bangladeshi peasants, however, there is a greater
sense of community and kinship among the participants, which is a characteristic
of Bengali peasant culture.  This sense of community may have also led to greater
trust—even among anonymous strangers – which thus balanced out the effect of
a lack of market knowledge. 
Unlike trust levels, the average level of reciprocity shown by peasants in
Bangladesh is significantly higher than those shown by the participants
(undergraduate students) in both Sweden and Tanzania studies (Table 2). This
result is again reflective of the culture, folk knowledge, and environment of the
peasants.  Inequity aversion has likely played a significant role in the decisions of
the peasants. Inequity aversion occurs when a player feels uncomfortable while
facing a situation where inequality exist, and does everything in his/her power to
decrease the disparity between the two unequals.  In the case of the receiver in the
trust game, he/she may return more money than is predicted by the SSSM in order
to restore monetary equality between himself/herself and the partner.  Sharing is
essential to the well-being of a Bangladeshi village; this strong emphasis placed
on equality leads to the possibility that peasants have an unusually high level of
inequity aversion, and thus greater reciprocity (than those in Sweden or Tanzania). 
A study conducted in 15 small-scale societies by Henrich et. al in 2001 also
provides some insight into the motivations behind the behavior of the peasants.
Henrich’s study is based on the Ultimatum game, a game similar to the Trust
game.  However, the Ultimatum game tests altruism and generosity rather than
trust.  The game conducted in 12 countries around the world has produced results
that violate the canonical model (the SSSM) to a huge extent.  Based on the
SSSM, senders in the Ultimatum game (as in the Trust game) were expected to
send nothing.  However, some societies, such as the Lamelara of Indonesia, had a
mean offer of 58%.  Henrich et.al have explained these deviations in terms of
cultural norms of each society.  Concepts of gift-giving, sharing, and stealing have
been found to exert significant influence on how participants behaved in this
game.  Similar results can be found in Bangladesh.  In a peasant society, sharing
of one’s wealth is necessary for the community to survive and prosper.
Dependence on others from outside the nuclear family leads to significantly
higher degrees of trust as well as reciprocity.
Overall, the significant deviations from the Nash Equilibrium of the Ultimatum
game lends support to the idea that the SSSM can not be an accurate method of
predicting market behavior, especially in developing, agriculture-dominated, non-
industrial settings.
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The study conducted in Shastipur provides several insights among and between
sexes of peasants in Bangladesh as well.  Certain findings are consistent with
results of studies conducted in other countries in which gender was a variable,
which may be a sign of certain universal, innate characteristics of males or
females in monetary exchanges.  Our findings from Bangladesh however,
completely contradict the results of other studies; this may signify a unique
feature of Bangladeshi peasants, or may be due to experimental error, or due
partly to both.
With respect to gender differences in trust and reciprocity, findings of the
Bangladesh study have been compared with those conducted at the University of
Melbourne in Australia by Chaudhuri and Gangadharan in 2002 and a cumulative
study conducted in the USA, China, Japan, and Korea by Buchan and Croson in
1999. Table 3 presents the summary of the results of the three studies.

Table 3: Gender Comparisons in Trust and Reciprocity

Trust and Reciprocity by sex Buchan/ Chaudhuri/ Barkat/
Croson Gangadharan Hussam*

Male Female Male Female Male Female
Average Trust (%) 69.64 63.04 53.00 34.70 71.25 35.00
Average Reciprocity (%) 28.60 37.40 14.70 19.80 54.88 51.25
* Notes: Authors’ estimate based on data presented in Table 5 (Transaction Charts). Overall male

trust is the average of sum total of trust of ID# A4, A5, A6 in Group I, and A1, A2, A3,
A4 and A5 in Group III; similarly overall female trust is the average sum total of trust of
ID# A1, A2, A3, in Group I and A1, A2, A3, A4 and A5 in Group II. The overall male
reciprocity is an average of sum total of reciprocity displayed by the ID# B1, B2, B3 in
Group I, and B1, B2, B2, B4, and B5 in Group III. Similarly, the overall female reciprocity
is the average of sum total of reciprocity displayed by the ID# B4, B5, B6 in Group I, and
B1, B2, B3, B4, B5 in Group II. Names and sex of all participants with ID # is shown in
Table 5.

Buchan and Croson’s study has found that there is no significant difference
between the amount of trust exhibited by males and that exhibited by females.
They find, however, that females exhibit greater reciprocity than males, and
conclude that females “…tend to be more generous and socially oriented….”.
The results from Bangladesh completely contradict these findings.  The average
levels of trust between males and females differ significantly; males exhibit more
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than twice as much trust as females. Chaudhuri and Gangadharan’s study also
show significantly lower levels of trust among females, but not to the same extent.
In the Bangladesh study, this lack of trust among females (as compared to the
males) may be due to the insecurity of a female member of peasant family or a
female member in a patriarchal underdeveloped rural setting.  The role of a
woman in peasant society is to provide food for and raise her family.  Children are
the woman’s responsibility, and as a mother, risk-taking is not warranted.  Unlike
the female participants in Buchan and Croson’s studies, who are educated and are
familiar with business, the female member of peasant family of Bangladesh have
a much narrower lifestyle – denoted by some economist as a 3D lifestyle, meaning
distress, destitution, and deprivation; eat last and least – which do not allow
taking risks (Barkat 2003).
As for reciprocity, although the Bangladeshi peasants exhibit greater overall
reciprocity than those in the other studies, there is no significant difference in
reciprocity between the sexes.  This also contradicts Buchan and Croson’s study,
in which the women return approximately 10% more to their senders than the men
did.
Results for trust and reciprocity behavior between the sexes in Bangladesh also
provide several thought provoking insights.  Although partners were anonymous
and the sex of one’s partner was not revealed to any participant by the
experimenter, the setup of the game unintentionally allowed subjects to induce
whether a partner of the same sex was more likely than one of the opposite sex.
While males display considerable trust and reciprocity when paired with other
males, far less trust and reciprocity are exhibited when males are paired with
females or females are paired with other females.   Male senders have sent an
average of only 47% to females, but an average of 86% to males; similarly, male
receivers returned an average of only 27% to females, but an average of 71% to
males (Table 4). On the other hand, female senders have sent an average of 33%
to males and a marginally higher 36% to females, while the performance of
females exhibit a return of 42% to males and 57% to females. The general pattern
evident from Table 4 is male-to-male trust and reciprocity are highly pronounced
compared to any other combination (male-to-female, female-to-male, and female-
to-female). Another interesting finding is that, the female-to-female trust (36%) is
much lower than the female-to-female reciprocity (57%)—this invariably leads to
raise a pertinent question to be explored in the future experimental economics as
to why the females trust them less but reciprocate more?  
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Table 4: Inter and Intra-Gender Comparisons in Trust and Reciprocity: Bangladesh Study
Gender Average Trust (%) Average Reciprocity (%)

Male Female Male Female
Male 86 47 74 27
Female 33 36 42 57
Source:  Authors’ estimate based on data obtained by the authors in the Shastipur experiment which

are presented in Table 5 (Transaction Charts)

The high trust and reciprocity among the males, and lack of trust and reciprocity
of males vis-a-vis females may be due to the patriarchal nature of village
societies, in which men control and command over most of the monetary aspects
of a family/village.  Overall, participants seem more comfortable (both in trust
and reciprocity) in dealing with members of the same sex; however, men are more
so than women.  

4. CONCLUSION
The results of the Shastipur study offer several unexpected findings. Overall,
peasants exhibit significantly higher levels of trust and [particularly] reciprocity
than is predicted by the SSSM.  Though gender differences within the group show
that women are far less trustworthy and comparable in reciprocity with men, these
differences are not consistent with results from the other country studies.  Some
discrepancies can be attributed to experimental error and inconsistencies of this
study with the other studies; in particular, language, stake size, subject size,
artificiality, and experimenter interference. The context in which the directions
were put may have altered the peasants’ understanding of the game and its
purpose; because directions were translated from English to Bengali, the
meanings of certain terms may have been conveyed in a manner that are not fully
consistent with the other studies.  Furthermore, it cannot be assumed that the stake
size (initial endowment) was subjectively controlled across studies conducted in
different countries.  If a standard stake size (for example, a day’s wage or any
other standardized size adjusted with cost of living) was set for Trust game
universally, results may have been more robust for the purpose of comparison.
The Bangladesh study subject size is also comparatively smaller than those of
other studies, which may have led to discrepancies in results. This might be
attributable to the widely held belief that the larger the pool of subjects, the more
valid the data.
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Artificiality and experimenter interference could have led to discrepancies in the
data generated as well.  Because players used money that was given to them (an
artifact of the game), their behavior in handling it may have been less authentic;
an experiment in which the subjects’ own money is used as an initial endowment
may produce more accurate results. Experimenters in the Shastipur study also
may have contributed to the artificiality of the game because they have had a far
greater role to play than in standard Trust games.  Because the subjects were all
illiterate, experimenters had to physically handle the money and facilitate the
transaction, so there might have been some superficiality in the way the players
behaved.  Rather than being double blind (blind to both partner and experimenter)
as in all the other studies, the Bangladesh experiment has been single blind (blind
only to the partner). If members of the same class facilitated the exchange, the
study results might have been more accurate. 
Even with consideration to possible experimental limitations, the results of the
Shastipur study deviate strikingly from the standard socioeconomic science
model.  Peasants in the Shastipur study have been found to have comparable trust
and higher reciprocity than those in the other studies, participants in all of which
are educated undergraduate students. The influence of interdependent peasant
culture, patriarchal norms, values and mind-set, and female household
management – all may have influenced the results of the Bangladesh study to a
large extent, contrary to predictions from the SSSM.  This is a significant finding,
for high trust and reciprocity reflect high potential for the establishment of
successful businesses.  Further research in this field is critical in order to devise
more effective strategies to foster economic development among peasants.

5. PRACTICAL APPLICATIONS AND FURTHER RESEARCH
This study offers several practical applications which can potentially improve the
welfare of the lower echelon of the class society in developing countries such as
Bangladesh as well as accelerate the overall economic development of such
countries.  
The study in Shastipur has shown that women exhibit significantly less trust in
transactions than men, and that transactions involving women are similarly less
efficient (females gained less on average than males; see Table 5).  This research
provides further support for the efforts being made to institute business immersion
programs aimed at women in the lower echelon of village community.  Business
programs for women, if established and managed over a long period of time,
could guide females towards adapting to a market environment and thus help the
overall development of the poor peasantry.  Furthermore, based on the levels of
trust and reciprocity which the people of Shastipur have displayed, certain
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businesses have the potential for being truly successful in a peasant economy.  An
investigation into possible enterprises that are best suited to the peasant situation
may lead to the development of activities, generating tangible improvements in
the welfare of the peasants, particularly in South Asia.

Table 5: Transaction Charts
MIXED (Group I)Group A
ID # Name A=Tk. Sent B= Tk. Final Amount Trust: 

Received [Tk.] A ÷ C
(from B) (%)

A1 (F) Monjura 20 10 40 40 
A2 (F) Rezi 20 20 50 40
A3 (F) Rina 10 10 50 20
A4 (M) Bablu 20 20 50 40
A5 (M) Shahidul 20 30 60 40
A6 (M) Ramzan 30 40 60 60

Note: F = female, M = male
Average: 40%

Group B
ID # Name M= Tk. B= Tk. Final Amount Reciprocity

Received Returned [Tk.] B ÷ M
(to A) (%)

B1 (M) Alam 60 10 100 16.7
B2 (M) Atar Ali 60 20 90 33.3
B3 (M) Daud 30 10 70 33.3
B4 (F) Kutila 60 20 90 33.3
B5 (F) Monira 60 30 80 50.0
B6 (F) Romesa 90 40 100 44.0

Average 35.1%
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FEMALES (Group II)
Group A
ID # Name A= Tk. Sen B= Tk. Final Amount Trust: 

Received [Tk.] A ÷ C
(form B) (%)

A1 Romesa (2) 20 60 90 40
A2 Rina (2) 20 30 60 40
A3 Mojurun 20 10 40 40
A4 Maleka 20 50 80 40
A5 Nur Jahan 10 10 50 20

Average: 36%
Group B
ID # Name M= Tk. B= Tk. Final Amount Reciprocity:

Received Returned [Tk.] B ÷ M
(to A) (%)

B1 Aleya 60 60 50 100
B2 Majeda 60 30 80 50
B3 Rupjan 60 10 100 16.7
B4 Akila 60 50 60 83.3
B5 Johora 30 10 70 33.3

Average: 56.7%
MALES (Group III)
Group A
ID # Name A= Tk. Sent B= Tk. Final Amount Trust: 

Received [Tk.] A ÷ C
(from B) (%)

A1 Rashed 15 25 60 30
A2 Ruhul 50 75 75 100
A3 Monohor 50 150 150 100
A4 Yunus 50 150 150 100
A5 Muksed 50 75 75 100

Average: 86%
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Group B
ID # Name M= Tk. B= Tk. Final Amount Reciprocity:  

Returned Received [Tk.] B ÷ M
(to A) (%)

B1 Niyamot 45 25 70 55.6
B2 Syedul 150 75 125 50
B3 Lalukha 150 150 50 100
B4 Harun 150 150 50 100
B5 Dobir 150 75 125 50

Average: 71.1%

The concept of experimental economics has been applied for the first time in
Bangladesh in the Shastipur study. The public and private sector commercial
banks and the non-governmental microfinance institutions of Bangladesh, which
provide loans to Bangladesh’s poor (e.g. Grameen Bank, BRAC, ASA, Proshika,
and many other microcredit NGOs) are therefore not familiar with the findings
from this kind of study.  The high levels of trust and reciprocity among the poor
which the study reveals can be of high utility to microcredit providers and other
relevant financial institutions.  Trust and [particularly] reciprocity have direct
correlation with interest rates and loan recovery; banks can use the results of such
research to devise appropriate means and ways of fostering business and
economic efficiency in villages for their own benefit as well as that of their
customers.
In order to make these applications truly successful, further research in the field
of experimental economics and peasant welfare is necessary.  Other games in
experimental economics, such as the Ultimatum Game, the Dictator game, and
various Auction simulations, may be explored with groups similar to the one in
Shastipur.  The Shastipur study has shown that there is a great deal of latent and
unexplored potential in relation to trust and reciprocity among the people of
Shastipur. Studies may be undertaken to find out whether this is also true in the
case of people in other villages and in respect of other characteristics such as
altruism and generosity.
In order to understand how significantly culture, socio-economic status variables,
and nationality affect a population, experimental studies may also be carried out
across classes, occupational groups, and cultures.  Results could potentially
transform national and international trade policies and relations between
developed and developing countries, because the commonly held belief is that the
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poorer the country, the lower the trust.  However, the findings of this study clearly
contradict that view.  Would this deviation from the results of standard socio-
economic science model (SSSM) analysis also hold among all the population of a
developing country? Answers can possibly be found, to a lavge extent, by
conducting appropriately designed studies using foundations of experimental
economics.
Advances in experimental economics must be pursued as well.  The predictive
value of the results of experimental economics depends largely on how
descriptions of the context are related as well as what are the biographical
characteristics of the individuals they are addressed to. Relating types of
characteristics to an individual’s memory-sensory system through brain-
imagining could provide a significant contribution to increasing the accuracy of
experimental economics.  The field of neuroeconomics, in which the internal
order of the mind is investigated in relation to individual decision making, social
exchange, and institutions such as markets, could benefit greatly from such
advances in neuroscience (Smith, Neuroeconomics).
A final area of further research which could potentially lead to considerable
development in traditional economic thought is in revising—or perhaps
creating—a new standard socioeconomic science model. All the experiments
undertaken in this study have generated one identical result: deviation from the
SSSM.  With further research, a new SSSM can be established in which the
intentions and ethics/morals of players are taken into consideration and quantified
when predicting possible outcomes.
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Collateral Damage from an Unjust War*
Rehman Sobhan**

The Unjust War
The unjust and unequal war being waged on Iraq by the Anglo-American axis
(AAA) appears to be over and the Saddam regime appears to have passed,
unlamented, into history. However, the anarchy which is engulfing Iraq suggests
that its problems may assume a new dimension. The unsavoury nature of the
Saddam regime does not lend justice to what was after all a war of aggression by
an invading army on a sovereign country. The illegitimate nature of such a war
will come to haunt the AAA as well as the regime they put in place in Iraq and
will infect their relations with the Arab world. It is argued here that the AAA
decision to oust Saddam through a war of aggression may become its own
nemesis and could affect the outcome of the bigger war for the hearts and minds
of the Arab world.
The build-up to the war and its bloody outcome has already outraged the world.
In countries across the world, including in countries whose governments are
waging this war, an unprecedented scale of popular protests have challenged the
legitimacy and morality of the war. Nor have these protests ended with the fall of
the Saddam regime. It would be no exaggeration to say that this is one war against
which virtually the entire population of the world was united, even where their
governments paid lip service to the AAA. In Bangladesh, where the initial
response to the war was muted, it would be rare to find anyone who is not
outraged by this unjust war of aggression on Iraq. The scale of these protests
across the world suggests that it is not just the aggression which is being protested
but the hegemonic nature of a world order where such unjust wars can be waged
with impunity. 

* This paper was preasented at the National Seminar on Impact of US-British War in Iraq onBangladesh Economy, Organized by Bangladesh Economic Association, Dhaka, April 2003.
** Chairman, Centre for Policy Dialogue (CPD), Dhaka.



Collateral Damage
It is argued here that, notwithstanding the immediate outcome of the battle for
Iraq, the unjust origins of this war of aggression may have inflicted incalculable
collateral damage on the world order as it has evolved since the end of the Second
World War. Whilst dictators come and go the damage inflicted by these acts may
prove to be more durable. In this presentation I propose to discuss the nature of
this damage and to examine its potentially dangerous consequences for the
international community as well as its blowback on the AAA itself. The four areas
where such damage has undermined the world order may be addressed under the
heads of the rule of law, the institutions of democracy, the United Nations system
and the sustainability of the Arab polity. 

The Breakdown in the Rule of Law
The aggression launched on Iraq by the AAA may be seen to have ushered in an
era of lawlessness for the world. When the most powerful country in the world,
which should have served as the cornerstone for a world based on law and justice,
launches a war of aggression on a sovereign state, without any legal mandate or
authority from the United Nations, the age where might prevails over law would
appear to have returned. 
International Law recognizes the right of self-defense when a country’s security
is threatened. However, the AAA invasion of Iraq, did not originate in any
ongoing or even perceived threat to the security of either the United States or the
U.K. None of the immediate neighbours of Iraq, not even Israel, have indicated
that they perceive Iraq as an immediate threat to their security. They always knew
that Iraq’s military capacity, including its so called weapons of mass destruction
(WMD), if any, presented no serious threat to the AAA. This was ultimately made
evident by the failure of Saddam to use WMD at any stage of the recent war, even
when his regime was nearing its end and his own physical survival was at risk.
Saddam’s failure to deploy WMD suggests that the UN sponsored disarmament
progreamme over the last 12 years, was more successful than was recognized by
the AAA or even the UN itself. Due to the UN disarmament regime in the 1990s,
Iraq was not only rendered incapable of developing WMD but was also denied all
means to upgrade its conventional weapons. This served an invaluable military
purpose for the AAA by greatly facilitating their aggression against Iraq whose
defenses had been severely degraded through the efforts of the UN disarmament
programme. The UN disarmament regime, thus, ended up as an instrument which
denied a member country the right to defend itself against an aggression which
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remained ongoing over 12 years. In such circumstances, it was the moral as well
as legal responsibility of the UN to protect a country which had been disarmed
under their mandate, from a potential aggressor, in this case the United States. 
As the case for pre-emptive war against use of WMD fades into history few will
be left to recall that this farrago of half-truths was once used as the principal cause
for launching a war of aggression in defiance of the UN charter. The agenda for
regime change now appears to have been graduated from an instrumental means
to eliminate WMD into the principal objective of the AAA invasion of Iraq. But a
regime change was certainly not the rationale presented before the Security
Council by the AAA for justifying the use of force in Iraq. 
1000 US weapon inspectors are now being imported into Iraq to search for as yet
undiscovered and unused WMDs. Even if some WMDs were to mysteriously be
discovered in Iraq (arriving perhaps in the baggage of the US inspectors), these
weapons, at best, would have constituted a hypothetical threat to the US. This
threat, however, should not have been met by an act of war since the possession
of WMD was of little significance unless Iraq actually threatened to use them
against an adversary. Today neither the UN system, nor international law
recognizes the principle of pre-emptive war. Moving the world into an era of pre-
emptive war, where powerful countries can make war in anticipation of the most
remote of hypothetical threats opens up a Pandora’s box for the world. The latest
move by the US to threaten Syria with pre-emptive war on the grounds that they
may have WMD indicates the dangerous limits to which application of such a
doctrine can take the world. In such a world, any country, acting without a UN
mandate, can now make war on a smaller or weaker neighbour based on a
subjective assessment by the bigger power that it feels that its future security may
be endangered.
Regime change as a primary goal of war remains, perhaps, the most dangerous
threat to a stable world order. There may be many regimes across the world whose
citizens or some groups of citizens would like to see changed. Some countries or
even groups of countries may feel that regime change in a country would serve
the regional interest. All Arabs see Ariel Sharon’s regime in Israel as a threat to
their security and would love to see it changed. This privilege to effect regime
change is, however, limited only to those countries with the actual power to effect
change. But is this a feasible way to run the world? If every country possessed of such
power can set out to forcibly change a regime they find unacceptable where will
this leave the world? A global jurisprudence, where a powerful country will
combine the role of prosecutor, judge, jury and executioner, spells death to the
rule of law both at the national and global level. It is to avoid a potentially
anarchic world, governed by arbitrary exercise of the principle of preemptive
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action and externally driven regime change, that a UN system was created. It has
not worked perfectly but it has at least offered some security to weaker states. 

The Crisis for the United Nations
The assault on the rule of law has now created a crisis for the United Nations and
endangered its relevance. The decision by the United States and the UK to
deliberately bypass the UN represents a contempt for world opinion. The
argument advanced by the AAA that the UN would be reduced to irrelevance if it
did not wage war to enforce Resolution 1441 and disarm Iraq of WMD has been
turned into a self-fulfilling prophecy. It is now the AAA, through its own
unilateral act of aggression, which has pushed the UN towards irrelevance. 
During the debate on Resolution 1441, there was, at one stage, a grave danger that
the UN would be pressurized by the US into legitimising its invasion of Iraq. It
appeared possible that the US would bully and buy enough votes to obtain a
majority in the Security Council in favour of war. The members in the Security
Council were exposed to quite ruthless pressure from the US to override their best
judgment, the weight of democratic public opinion at home and indeed their
national interest, to support the US-UK resolution for war on Iraq. This entire
episode of power play by the US in the Security Council confirms that voting in
the UN may not reflect the will of that country but the expedient judgment of their
leaders. Most non-Permanent members of the Security Council remain dependent
on the US for aid, market access, FDI, arms, or security and can thus be pushed
to vote, in the cause of expediency, any way that serves the US interest. 
It says much for the strength of their abhorrence for a pre-emptive war against
Iraq, that these potentially pliable members of the Security Council could
withstand intense US pressure to endorse the use of force in Iraq. Had the Security
Council actually succumbed to US pressure and voted for war on the grounds that
it was meant to disarm Iraq of WMD, the damage to the credibility of the UN
system would have incalculable, particularly now that no WMDs are being
located in Iraq or were used in the war. The resolve of the majority of the Security
Council, led by France, Russia and Germany, to resist such pressure compelled
the US and UK to abandon their efforts to buy a favourable vote in the Security
Council, and to act alone, in defiance of the UN as well as world public opinion,
to launch an illegitimate war of aggression on Iraq. A United Nations worth its salt
would have instantly convened a meeting of the Security Council, to discuss what
was a clear act of aggression against a fellow member of the UN. In fact, due to
the power of the AAA in the UN  the Arab League could not even generate support
for a meeting of the General Assembly, let alone a resolution in the Security
Council, asking for a cease fire. 
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Now that anarchy has descended on Iraq a restoration of the rule of law becomes
crucial. But at the end of a victorious but illegitimate war what will constitute
legality? International law does not recognize the right of conquest. Any decree
issued by General Jay Garner can thus be challenged in courts of law across the
world. Nor can Garner grant concessions to his cronies to exploit Iraq’s oil
resources, without any legal authority. It required a mandate from the UN to give
legitimacy to the exercise of governance and the initiation of reconstruction work
in both Bosnia and Kosovo, after NATO led military interventions. Unless the
AAA are to operate in a twilight zone of the law, which would expose them to
constant legal challenge, the conquerors may still need the UN, whatever
Rumsfield may feel, to lend legitimacy to their actions and their multi-billion
dollar contracts in post-war Iraq.  
The need for the UN to save the peace in Iraq still does not settle the question of
its future. The US and UK have already proclaimed to the world that the US will
act exclusively in its own interests even if this is in violation of the provisions of
the UN charter and the decisions of the UN system. In this emerging lawless
world the UN may either have to accept its subordinate status as the instrument of
the US or it will have to survive as a side show in world affairs. If the UN is to be
saved, its current protectors such as France, Russia, China and Germany would
have to decide to look beyond securing their bilateral interests with the US, and
be willing to invest in building a countervailing alliance of countries, to
strengthen the UN as a counterweight to its dominance by any one country. To
reconstruct the UN may also require an element of regime change in the US, who
currently appear incapable of viewing the UN as anything but their own strategic
instrument. 

Undermining Democracy
Can we envisage transformation in the US political landscape which would
restore respect for the UN? It is argued that such a change in perspective in the
US is far from certain. The immediate outcome of the Iraq war will, if anything,
have validated the perceptions of those in the Bush administration who believe
that wars win votes. It is, thus, argued here that whatever its outcome the Iraq war
has already inflicted collateral damage on the very institutions of democracy, not
just in the AAA but across the world.
The first blow to democracy was inflicted in the United States itself. It has been
argued in the US that George W. Bush, drawing on the advise of political
strategists such as Karl Rove and the neo-conservative ideologues close to the
White House, quite deliberately chose to escalate Iraq into a major political issue.
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Whilst Rove hoped that Saddam Hussain could be used to salvage the fortunes of
the Republican Party in the Congressional elections of November 2002, the neo-
conservatives saw Iraq as the first stage of a US campaign to redraw the political
map of the Middle East. In effect, Saddam became Bush’s weapon of mass
distraction. Bush managed to persuade voters that they should close ranks behind
their warrior President, whilst thinking less about the deteriorating state of the US
economy. Now that Bush has successfully used Iraq to protect the Republican
base in Congress it may be expected that the military victory of the AAA in Iraq
will also be used as a launching pad for his re-election as President in November
2004. It would however be hard to believe that political opportunism alone
sustained the war on Iraq. Wider strategic, ideological and eventually economic
interests remain crucial factors, some of which are discussed later in this paper.
Across the rest of the world the Iraq war exposed the weaknesses in the workings
of the democratic process. In the case of Europe, the epiphany of Tony Blair, from
a pragmatic politician into an evangelical disciple of George W. Bush,
demonstrated that even in mature democracies one man’s obsession could
override the concerns of 80% of the its population who had indicated that they
opposed an invasion of Iraq without any UN mandate. In Australia, a right wing
Prime Minister, in total defiance of public opinion, committed military support to
the AAA. In Spain, another right wing Prime Minister, also chose to defy 90% of
public opinion and lined up his government in support of George Bush’s war on
Iraq. Less surprisingly, the shallowness of the democratic process in the former
Socialist countries of Europe has also been exposed. Following Bulgaria’s
opportunistic support of the US position in the Security Council, other so called
`new Europeans’, have lined up to be a part of Bush’s coalition of the willing. As
in Spain, most of these leaders acted in defiance of domestic public opinion. In
the case of Bulgaria, one million people, out of a population of 8 million, have
signed a petition to the Parliament, demanding an end to the invasion of Iraq. 
The United States made no pretense of seeking to win the hearts and minds of the
world to support its war. Bush and Blair preferred to build a cosmetic support for
their war by confecting what is euphemistically termed a coalition of the willing
which Arundhati Roy has appropriately renamed as the coalition of the bullied
and the bribed. Inevitably, this infamous coalition was populated by politically
vulnerable and economically dependent countries. To build an alliance based on a
motley collection of dependent regimes presents a sorry picture of the nature of
US diplomacy and the state of democracy across `New Europe’ as well as the
more pauperized Third world countries. The US attempt to purchase Turkey’s real
estate for as high a price as $26 billion, in order to establish a launching pad for
the invasion of Iraq from the North, provides the most egregious example of the
dependence on cash over principle as a driving force of US diplomacy. Across the
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world, public opinion from South Asia to South East Asia, from Latin America to
sub-Saharan Africa, was overwhelmingly against a war launched in violation of
the UN charter. But such is the sorry state of the democracy in the world today
that only a few leaders, such as Mahathir Mohammed of Malaysia, have taken
cognizance of their public opinion and spoken out categorically in their
denunciation of the war. This acquiescence to aggression has alienated the
national leadership in most of these countries from the overwhelming surge of
public opinion in relation to the Iraq war. 

Destabilising the Arab World
Nowhere is this divorce between the national leadership and democratic opinion
more conspicuous than in the Arab world. Across the entire Arab world, from well
before the war, public opinion has remained overwhelmingly against the
aggression on Iraq. The ongoing devastation of Iraq, the slaughter of  women and
children, seen daily on the TV screens of every Arab home, has left the Arab
people seething with rage against the US and UK which is now spilling over into
anger at the impotence of their governments. The rage will not be assuaged by the
spectacle of Iraqis dancing in the streets of Baghdad cheering the fall of Saddam.
It will only reinforce the sense of humiliation which has been a consuming
passion in the Arab world since the spectacular victory of Israel over the Arab
armies in the 6 Day war of 1967. It was this war which has led to the long night
of Israeli occupation of Palestine. Even after 36 years this occupation, sustained
by force and the US veto in the Security Council, continues to be bloodily resisted
by Palestinians, and has served as one of the strongest motivations of terrorism
across the world.   
In contrast to the passion and unity on the Arab street the Arab leadership remains
lukewarm, divided and pathetically ineffective in their challenge to the AAA
aggression on an Arab country. Throughout the crisis the Arab League has proved
itself to have feet of clay. Whilst proclaiming opposition to war in the meetings of
the Arab League a number of Arab countries continued to provide crucial
logistical support to the AAA war effort in Iraq. Without such bases in
neighbouring Arab states, it would have been virtually impossible for the US and
UK to launch a military operation, on such a scale, on Iraq. Such is the nature of
governance in these states that their very future can be staked without any
reference to public opinion. Given the sense of outrage and helplessness across
the Arab world, the collateral damage from the war may include as its most
immediate casualty, the political stability and even regime sustainability of a
number of Arab countries. Nor has the so called Islamic Umah, represented in the
Organisation of Islamic Countries (OIC), covered itself with glory. Their

Rehman Sobhan: Collateral Damage from an Unjust War 27



pretensions about Islamic solidarity have been shamefully exposed as they bear
mute witness not just to the invasion of Iraq but the ongoing slaughter of the
Palestinians.
Collateral agendas : Democracy for the Arab World? 
It is clear that the success of the US-UK aggression in ousting the Saddam regime
from Iraq and its military occupation, with General Jay Garner installed as the US
pro-consul to rule Iraq, may not sate the appetite of the US hawks. Collateral
agendas for the US in the Middle East may extend beyond Iraq and could include
regime change in Iran, Syria, Libya (they were a target for regime change
throughout the Reagan administration), Sudan and Yemen. Within particular
countries, the Hezbollah in Lebanon, Hamas, Islamic Jihad, perhaps even the
PLO, in Palestine, remain potential targets of opportunity for US military action.
The US neo-Conservatives, who have inspired the war on Iraq, have a clear
agenda to politically reconstruct the Middle East, by force where necessary, to
institutionalize Israel’s military supremacy over the region within a Pax
Americana. This goal can be realized by ensuring that no regime in the region
acquires, or even comes near to challenging Israel’s ongoing and unquestioned
monopoly of WMD. The regimes in Iran, Syria and Libya, which have taken more
uncompromising positions on liberating Palestine from Israel’s military
occupation, are likely to be targetted for change and have already been threatened
by some US spokespersons to fall into line with a Pax Americana.
Within such a strategic perspective, talk of freedom and democratization of Iraq
and beyond that the Arab world, so eloquently promoted by the AAA, would
appear to serve a largely rhetorical purpose. The more indigenous expressions of
democracy which are already manifesting themselves in demonstrations on the
streets of Iraq, particularly from the long suppressed Shia majority, do not point
to a very hospitable climate for the occupation regime of Jay Garner. Any serious
exercise of electoral democracy in Iraq may not, therefore, register appreciation
for the for the US’s `liberating’ role by electing their friends and admirers to
office. Iraq has for 45 years been one of the most nationalist minded countries in
the Arab world and its people, have been nurtured in such a tradition. Few among
the assorted group of Iraqi exiles, some of whom were materially sustained abroad
by the largesse of the US and UK intelligence establishments, appear to command
any visible political base in Iraq. It is not clear how long many of these returning
`leaders’ would survive in Iraq without the protection of General Garner, let alone
get themselves elected to an Iraqi legislature. Indeed, democracy in Iraq and other
parts of the Arab world, where it may emerge, based on freely given votes, is as
likely to elevate leaders and parties to power willing to be more assertive of Arab
national interests, and may even have a strong fundamentalist expression. It
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remains to be seen whether the current enthusiasm for democracy which is being
projected by the AAA will remain as supportive of the ‘unfriendly’ outcome of an
election in Iraq or any other Arab country or will feel that even such elected
regimes will also need to be changed.

Blowback through the gates of hell 
A world order with a dysfunctional or even subordinated United Nations, with the
rule of law displaced by the rule of power, with a Europe divided within and from
the United States, with leadership, particularly in the Arab world, which is held in
contempt by its own citizens, threatens to be a dangerous and hence unsustainable
world. It is in such a world of chaos that terrorism thrives. Ordinary people, made
constantly aware of the subordination of their leaders to the power of the United
States, their impotence in the face of aggression in Iraq and Palestine and their
alienation from their rulers, may feel inclined to take extreme measures to express
themselves in such an unjust world. 
The concept of blowback originates in the process of fighting fires. Under some
conditions a misconceived approach to fighting a fire leads to the fire blowing
back on the firefighters and consuming them. The invasion of Iraq, in the name of
fighting terrorism and spreading democracy has, to quote the Secretary General of
the Arab League, Amir Moosa, ‘opened the doors to hell’. The tendentious
motives and misperceived strategies to fight terrorism may now blowback `the
fires of hell’ to consume both the invaders and many more innocent people who
stand in its path.
The warning of Hosni Mubarak, President of Egypt, that a hundred Bin Ladens
may emerge out of the cauldron of the Iraq war should, thus, be taken seriously.
In every corner of the Arab world, indeed in many other countries with Muslim
populations, a generation is maturing, which feels that the only real challenge to
the hegemony of a superpower across an unjust world, must come from the unity
of the weak and the dispossessed. This coalition of the weak are now invited to
earn immortality by embracing martyrdom as part of their Jihad, against the
external occupiers of the Arab world. Those in the Muslim world, who have
struggled for years to nurture a liberal, democratic and secular political tradition
in their respective countries, stand in danger of being rendered irrelevant by a new
generation wedded to more extremist agendas.  
If the Iraq war was fought by Bush as part of his war on terrorism, it has now
given a renewed cause for those who use terror as an instrument of struggle. In the
eyes of a new generation of protestors across the Arab and even the Muslim
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world, the illegitimate war on Iraq has served to legitimize all forms of retaliatory
violence. In such a world, the quest to acquire WMD, both by non-governmental
activists, as well as by countries who are under threat as potential victims of
external aggression by more powerful countries, is likely to accentuate rather than
diminish. 
Contrary to the fantasies conjured up by Rumsfield, Saddam had kept Al-Quaeda
out of Iraq, since his regime, even if undemocratic, was part of the secular
tradition of Arab nationalism. Indeed, the Reagan administration encouraged
Saddam to go to war with the post-revolution Iran in order to contain the
ideological influence of Ayotollah Khomeini. In the same way the CIA patronized
Osama Bin Laden to participate in a Jihad against the Soviets in Afghanistan
which became part of the blowback from the Afghan war. The resurgence of
Islamic fundamentalism among the Shia’s of Iraq, under the influence of Iran,
may now emerge as the latest blowback, this time from Bush’s Iraq war. 
It may be the ultimate irony if Bush were to now be instrumental in bringing both
Iran and Al-Quaeda, along with Hezbollah, Hamas and other jihadis, across the
Islamic world, into Iraq, to wage war against the AAA occupation where Iraqis are
already proclaiming that the US has overstayed its welcome. It is, therefore, to be
seen how far Iraq will sustain such a resistance and if it will emerge as yet another
battleground, as in Palestine, for a generation of young people ready to invoke the
tradition of Karbala to martyr themselves, in a struggle to expel AAA forces from
an Arab land. This invocation of religious symbols into a resistance movement
would be ironic, even sad, since the opposition to the Iraq war has extended far
beyond the Muslim world and has mobilized people of all nationalities, faiths and
political persuasions, to challenge its injustice. 
In its preparation to fight terrorism by any means, the AAA needs to realize that
the beliefs and passions of ordinary people cannot be destroyed by Cruise missiles
launched through further wars of aggression or draconian measures to fight
terrorism. Whilst Saddam may be an inappropriate symbol to invoke such
passions, an unjust war remains unjust, whatever be its outcome. The use of force
will only accentuate the struggle not just against such wars but against a world
order where the arrogance of power and its underlying values of greed can
override democratic opinion across the world. One should not be surprised to see
a merging of the struggles against unequal globalization with those who have
opposed an unjust war, to lend a new ferocity to the street battles which now
accompany every gathering of the proponents of global power. The collateral
damage of the Iraq war could thus blowback to the United States as well as its
international support system, in most dangerous forms not just from the Arab
world but from across the world. 
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The further barricading of US and UK embassies across the world, the periodic
need to evacuate families and to issue travel advisories to US citizens, does not
suggest that military adventures whether successful or not, will ensure a more
secure post-war world for the citizens of the US and UK. Nor will such a world
be more friendly to US strategic interests. The fact that a strategy for building
security through periodic resort to force by the US has done little to restore peace
of mind to US citizens may not indefinitely escape their attention as voters. These
voters may not always remain politically intoxicated by the euphoria induced by
the triumph of US military power over heavily out-gunned adversaries in Third
World countries. Were the US electorate to awaken to this unrelieved threat to
their sense of security their votes could make George W. Bush into the ultimate
victim of collateral damage from an Unjust War.
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Bangladesh: The Draft Poverty ReductionStrategy Paper (PRSP)--A Review
Qazi Kholiquzzaman Ahmad*Sayed Abdul Hye**Syed Shah Habib Ullah***

1. INTRODUCTION
1.1 The Purpose of the PRSP
The PRSP is intended to be a national programme for poverty reduction, the
formulation of which is required by the World Bank and the IMF as an aid
conditionality. For the IMF, it replaces the Policy Framework Paper (PFP), which
outlined a country’s policies and reform proposals. The PRSP is to be the
framework for the IMF and the World Bank on which to base their lending
programmes to developing countries and providing debt relief to the highly
indebted poor countries (HIPCs). The HIPCs and users of ESAF (enhanced
structural adjustment facility) must prepare their own PRSPs before they can seek
new programme support from the IMF or the Bank. A country’s PRSP must be
approved by the IMF and the World Bank before a lending programme can be
negotiated for it or multilateral debt relief is available to it, as the case may be. In
the case of debt relief, a PRSP outlines, amongst other things, how resources
saved from debt relief will be spent. The PRSP is expected to be developed in a
participatory manner so that it is nationally owned. The document is required to
lay out a policy framework and the agenda for tackling poverty.
* Chairman, Bangladesh Unnayan Parishad (BUP), Dhaka and President, BEA;
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Poverty is multidimensional. It has many-fold expressions and, indeed, many
roots. It has to be understood and addressed from economic perspectives such as
access to resources and employment as well as from socio-cultural perspectives
such as inequity, gender, caste, ethnicity, and community. Hence, for combating
poverty in the country, all routes, income and non-income, matter. It should be
attacked directly at its location with due regard to its extent and causes and
processes. The poverty reduction strategy to be formulated needs, therefore, to be
contextually relevant and realistic.  
Attack on poverty must, therefore, continue relentlessly but such economic and
social instruments must be used as can effectively address the basic causes of
poverty. The traditional notion of stimulating strong GDP growth that would
stimulate employment generation which in turn would reduce poverty has proven
to be largely ineffective worldwide. The so-called S-curve syndrome of the
innovation-diffusion theory or the notion of “trickle-down” has not been of much
avail in addressing poverty. 
1.2 Poverty in Bangladesh
Bangladesh is one of the poorest countries of the world. One out of every two of
its citizens is absolutely poor on the basis of cost-of-basic-needs; and two out of
three of the poor are hardcore poor. Every plan, five-yearly or otherwise, of the
government since the early Pakistani days has aimed at reducing widespread
poverty; and, generally speaking, there have been some successes over the years.
But, given the rate at which population grew, the number of the poor is larger
today compared to, say, 1991/92 and not much less than the total population of
Bangladesh at the time of independence in 1971. Socio-economic disparity in
Bangladesh is glaring and has been increasing, particularly in the wake of
economic liberalization, vigorously pursued since the early 1999s.    
1.3 PRSP Formulation in Bangladesh
Bangladesh is not a HIPC, but it is an LDC and seeks financial resources (soft
loans, grants) from multilateral and bilateral sources and has accepted an
obligation of formulating a PRSP. The PRSP formulation process initiated by the
Government of Bangladesh is currently in progress.  A “Draft for Discussion” or
the interim PRSP (I-PRSP)—henceforth draft PRSP—titled Bangladesh: A
National Strategy for Economic Growth and Poverty Reduction (Ministry of
Finance, Government of Bangladesh, April 2002), has been made available for
review by all concerned and interested. This review is expected to be an input into
the PRSP finalization process. The succeeding section contains a brief summary
of the basic contents of the draft PRSP. The next section presents a critical review
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of this draft document in the context of the socio-economic and political realities
currently prevailing in the country. Global experiences with respect to economic
growth and poverty reduction are also highlighted. The final section outlines
elements of an alternative PRSP.

2. DRAFT PRSP: A QUICK SUMMARY
2.1 Structure of the Paper
The draft document under review is divided into seven chapters. The introductory
chapter (chapter 1) discusses the context of the PRSP’s national ownership, the
progress achieved by Bangladesh in different fields (the silent ascent), and
progress in cross-country perspectives. Chapter 2 reviews the poverty situation in
Bangladesh; chapter 3 reviews the positive achievements and negative concerns
about poverty reduction gathered through grass-roots consultations; chapter 4
presents the broad  poverty reduction targets and social development goals as well
as the feasibility of the attainment of the targets; chapter 5, the core chapter of the
document, presents the proposed poverty reduction strategy; chapter 6 provides
the policy matrix for the national poverty reduction strategy; and the last chapter,
chapter 7, outlines some approaches to monitoring and evaluating the progress in
implementing the strategy.
In addition to the seven chapters listed above the document also includes ten
informative tables in the main text and seven others in the annex. Table 10 sets the
time-line for full strategy development with targeted dates of completion of the
activities, consultations with the stakeholders, and necessary adjustments in the
framework by December 2002; the specification of disaggregated targets and
programmes/projects, detailed costing and financing, and the operationalization
of the poverty focal point and civil initiatives by March 2003; and finalization of
the full strategy by March 2004. 
In addition to the Annex Tables the document also includes nine important
annexes viz. Methodology of Poverty Analysis (Annex1), Employment and
Labour Market Issues (Annex2), Macro-economic Setting and Balances of the
Bangladesh Economy (Annex 3), Agriculture and Rural Development (Annex 4),
Manufacturing Sector (Annex 5), Infrastructure Development (Annex 6),
Women’s Advancement and Removing Gender Gaps (Annex 7). Proposed
Poverty Reduction Indicators Tracking and Monitoring Matrix (Annex 8), and the
Indicators of Macroeconomic Management (Annex 9).
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2.2 Chapter-wise Brief Summary
Chapter 1 reports that different stakeholders were consulted regarding the needs
and demands of the poor. The purpose of those consultations was to reach a broad-
based consensus on a poverty reduction agenda, thereby securing national
ownership of the strategy paper. 
Chapter 1 also records that Bangladesh, over the years, has achieved some notable
successes, which include significant reduction in population growth, infant
mortality, and illiteracy rates; and significant increases in agricultural production,
and women’s education and participation in social and economic activities.
In chapter 2, a review of the poverty situation of the country is presented. On the
basis of cost-of-basic-needs, poverty ratio fell by about one percentage point per
year during the 1990s, declining from about 59 per cent in 1991/92 to 50 per cent
in 2000. The reduction was relatively higher in the urban areas than in the rural
areas. But income inequalities increased during the decade. As regards human
poverty reduction that takes into account progress in education, health, and
nutritional status, the progress has been relatively faster compared to income
poverty. However, even though improvement in certain social indicators has been
notable this has not often been accompanied by gender equality. Also, there is
considerable regional variation in both income-poverty and social indicators.
Chapter 3 records several positive trends as well as negative concerns that
emerged from the consultations with the poor and cross-sections of civil society.
The positive trends include increase in education and health facilities, reduction
in gender inequality in education, greater awareness about diseases and
environmental health, positive increase in labour and credit market dynamism, a
perceptible increase in employment opportunities both within and outside
agriculture, enhanced access of the poor in some non-income dimensions of
poverty, and some progress in women empowerment. But the participants in the
consultations very strongly feel that all these past successes may prove fragile if
the negative concerns are not properly guarded against. These negative concerns
relate to: poor law and order; organized crimes; extortion and economic and social
violence; lack of physical infrastructure; poor quality of education, health and
other social services; lack of effective local government and administrative
decentralization; and lack of coordination among development agencies and
institutions particularly at the local level; lack of employment and economic
opportunities; lack of social capital and low level of collective action at the
community level; and lack of democratization of the political process.
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