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FROM THE EDITOR

Elections in Bangladesh, unfortunately, have a way
of being disruptive of civic life and basic sensibilities.
The recent election brought to a grinding halt a rela-
tively positive and ambient environment of economic and
social progress. Intransigence of the politicians, across
the spectrum, to agree on how the elections would be
held, resulted in terrible and unconscionable repercus-
sions: charred human beings, vandalization and destruc-
tion of property, the immense suffering of the day laborer,
school and work closure, the slowing of economic activ-
ity and much more. Even the dead and dying were not
spared. One international leader commented on the state
of law and order in the country:“Any violence, disappear-
ance or repression on civil society and press is contrary
to democracy and rule of law.”

Prominent leaders from across the world urged all po-
litical actors in Bangladesh to come together, engage in
constructive dialogue, strengthen the roots of democracy,
and build Bangladesh into a prosperous nation. And what
did the politicians do? They went on their merry way,
holding the entire nation hostage to their whims and fan-
cies.

The exhortations of world leaders, consonant with the
wishes and aspirations of a great majority of the citizens
of Bangladesh, have continuously been ignored. Such
wishes have resonated in the country over years, if not
decades. For example in 2000, Rehman Sobhan, a civic
leader, wrote in the Journal of Bangladesh Studies:“It
was at this stage, with elections imminent and the threats
by the opposition to boycott these elections, that voices
were raised around the country for some effort to try and
bridge the gulf between the government and opposition. It
was felt that a last attempt be made to mediate an agree-
ment for bringing all parties together to work out a for-
mula which would permit for a free and fair election.”

That formula is yet to be found to the satisfaction of
the citizenry. Similarly, at a conference at Harvard in
2008, Bangladesh Development Initiative (BDI) articu-
lated a six-point policy framework for economic growth
and social progress in the country. In this policy prescrip-
tion it was stated that:“The people of Bangladesh have
also been historically deprived of democratic values and
practices that have been replaced by despotic and dic-
tatorial regimes. Re-establishment of democratic values
must become a priority of the present government from
the party, to the community and to the national levels.”

Most sane people understand these oft-repeated
words, especially the need for politicians to transcend an-
imosities, foster cooperation, and enable Bangladesh to
grow unencumbered. Unfortunately, these words have not
been heeded. And the common people have had to en-
dure the immaturity, intransigence, and power struggle
within the political class. Consequently, the emancipation
of 160 million people of a nation of huge potential and
possibility have been on hold , much to the pleasure and
satisfaction of other nations who see the rising economic
strength, innovative capabilities and competitive prowess
of Bangladesh as a veritable threat.

It is important to remind our political leaders that each
act of theirs is recorded in the annals of history. They will
surely resurface at another point in time to be parsed and
examined dispassionately for how the gift of leadership
was exercised. Thus they must ponder,“How will I be
remembered”— as iconic figures of great vision, wisdom
and intellect, with statesman-like caliber and committed
to steadfastness of principles or as a mindless, corrupt,
brutish, selfish and incompetent lot, conniving constantly
to achieve the twin goals of personal advancement and ag-
grandizement?

A reflexive stance would perhaps dissuade them from
pursuing paths that ordinary citizens detest. It would
nudge them to pursue dialogue and peaceful co-existence,
not violent and confrontational policies; it might make
them look to the future, not retribution. It might even steer
them into pursuing honorable lives that could bring them
closer to the people they lead, not push them further away
from their hearts and minds.

It is in this context that the first article of this is-
sue addresses the contested and opposing views the two
main political parties — the Bangladesh Awami League
(AL) and the Bangladesh Nationalist Party (BNP) — have
held on every significant national and international issue.
This lack of consensus has been the bane of a smoothly
functioning democracy and the continual reinforcement of
this ideological chasm has completely fractured the nation
into two main opposing camps. The author urges the con-
struction of a space for reflexive, discursive, and deliber-
ative local-level dialogues to engage the government, op-
position political parties, and civil society activists atthe
Zilla, Upazilla, and Union levels, in a much-needed public
examination of Bangladeshs national identity. Notwith-
standing the fact that such an exercise will be difficult and
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fraught with many unknowns, it must begin earnestly in
the quest to find shared space; perhaps the process will
generate the trust that has been so sorely missing for the
past four decades. The alternative, the politicians must
understand, is the type of disruption and mayhem that is
prevalent today, a condition that is deeply detested and has
onerous implications.

The next article involving foreign aid argues that there
is a huge disconnect between empirical research and poli-
cies and praxis. While a large body of sophisticated em-
pirical work has emerged over the years, the methodologi-
cal glitz has not provided effective guidance on the design,
allocation, and delivery of foreign aid. The emphasis on
the“average” and a one-size-fits-all approach, according
to the author, needs to be discarded in favor of“a more
nuanced, tailor-made strategy that is grounded in a com-
prehensive understanding of individual countries.”For-
tunately for Bangladesh, the need for aid has diminished
over the years; hopefully the trend will continue.

The third article raises an interesting question: Can
Bangladesh grow faster than India? This question con-
cerns the two fastest growing economies of South Asia.
Using the Solow model and the Cobb-Douglas produc-
tion function, the study suggests that Bangladesh has to
increase capital formation to surpass or at least to catch
up with India in growth. Institutional bottleneck is an-
other area in which Bangladesh requires massive improve-
ments. This study may guide other emerging markets to
take lessons on how growth might be pursued under con-
ditions of low capital formation and institutional bottle-
necks.

The fourth article examines whether and how the re-
cent recession in the European Union affected the export
trade of a large number of countries. The authors show
that the export performance of Bangladesh was relatively
stable and supports the hypothesis that one of the main
reasons for such performance was the composition of the
export basket of the country containing mostly manufac-
tured consumer goods.

The fifth article examines the perceived credibility of
TV news in Bangladesh, a vital source of information for
the citizenry. It also examines how independently TV
news is produced, its objectivity, its social role, and com-
petence, all of which influence credibility perceptions of
the audience. Policy implications are discussed so that
TV news can play a more important role in Bangladesh
by promoting greater civic awareness and building demo-
cratic processes, instead of being driven solely by special
interest coteries.

The next article examines the situation of the indige-
nous people of the Chittagong Hill Tracts (CHT) and how

they have dealt with many groups of“intruders” who
have routinely disrupted their way of life that is distinctly
different. According to the author, their situation has
worsened with the state-sponsored and military-assisted
transmigration programs and the apparent connivance of
the security forces of Bangladesh. In this milieu, recently,
Bengali settlers have forcibly displaced many indigenous
peoples from their homes and land, a situation they en-
countered two decades earlier during the construction of
Kaptai hydroelectric dam. Already in duress, they employ
diverse strategies to manage their survival in their own
land. The painful insights of this anthropological study
provide lessons for the government to be more inclusive
in their national strategies and to redress prevailing social
injustices.

The next two papers deal with sectoral strategies. The
first addresses the pharmaceutical sector which has an an-
nual turnover of around BDT 840 million (as of 2011) and
is one of the fastest growing sectors in the country. It is
nearly self-sufficient in producing pharmaceutical prod-
ucts, especially deriving significant benefits of producing
and marketing drugs in the TRIPs-related patent regimes.
The potential for export from this sector is also immense.
But the patent benefits will expire in 2016, posing seri-
ous threat for pharmaceutical companies in Bangladesh.
The findings of the study are expected to help potential
investors and stake-holders of the pharmaceutical compa-
nies in Bangladesh find answers to the looming threat.

The furniture sector of Bangladesh has the potential
for promoting pro-poor growth with its high absorption
capacity of low-skilled labor. It also has the potential of
diversifying the countrys export and manufacturing base.
Using a market system approach the authors find major
constraints affecting this sector in the areas of skilled
labor force, low level of mechanization, limited access
to finance, and lack of effective governmental support.
These constraints give rise to developmental problems of
the sector that require immediate redress if the sector is
to make a significant impact on the countrys economic
growth trajectory.

With this issue we bring a new offering to our read-
ers: a fresh cover of JBS to reaffirm our abiding faith in
remaking Bangladesh through the fresh thinking of schol-
ars that is honest, incisive, imaginative, and futuristic.We
continue to toil with a clear objective: to bring research
articles of substance, relevance, and quality to our readers
on issues pertinent to Bangladesh. We ardently hope to
deliver on this promise.

Syed S. Andaleeb
Editor
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Fractured Nation, Fractured Identities: Quest for a National
Reconciliation in Bangladesh

Sayeed Iftekhar Ahmed

School of Security and Global Studies, American Public University System, Charles Town, WV, USA

Abstract

In Bangladesh, the two main political parties — the Bangladesh Awami League (AL) and the Bangladesh Na-
tionalist Party (BNP) — have held contested, opposing viewson every significant national and international issue,
and except for two years in 2007–2008, they have been in powerin every consecutive term since 1991. This has
led to the absence of even a minimal ideological consensus — an essential component for any smoothly functioning
democracy. This ideological chasm is rooted in the failure of the nationalist elites to develop a unified discourse that
is based on a shared identity and national imagery; this in turn has led to the development of two parallel nationalisms
in both the elite and the subaltern domains which has fractured the entire nation and created dual identities. This
study urges the construction of a space for reflexive, discursive, and deliberative local-level dialogues that could en-
gage the government, opposition political activists, and civil society activists at the Zilla, Upazilla, and Union levels,
in a much-needed public examination of Bangladesh’s national identity. It would help to deconstruct these projects
through dialogical and democratic means rather than forcing their totalizing claims upon each other.

1 Introduction
Once again, the Bangladesh Awami League (AL) and the
Bangladesh Nationalist Party (BNP) have taken an antag-
onistic position on the issue of the parliamentary election
scheduled for 2014. The BNP stands for the restoration
of the non-partisan, non-elected, “neutral” caretaker gov-
ernment; they have demanded, like before, that the care-
taker government should replace the elected one during
the time of the election.1 Meanwhile, rejecting the idea
of the caretaker system, the AL has proposed to form an
“interim government” from the elected members of the
leading parties in the parliament. It is interesting to note
that they both shifted their preferences when their roles
switched from the ruling to the opposition party — in the
opposition, they supported the caretaker system, but then
as the ruling party, they opposed it.2 Even though the two
parties have served (except in 2007 and 2008) as the ruling
party and the main opposition in every consecutive term
since 1991, they have not been able to establish even a
minimal ideological consensus — an essential component
for any smoothly functioning democracy. As a result, the
AL and the BNP hold contested, opposing views not only
on the issue of a caretaker system but on every significant
national and international issue, including the basic con-
cepts of national identity, the role of religion in the state,
and the nature of their relationship with India.

This ideological chasm between the AL and the BNP
has led to mutual distrust and disbelief; hence, they do

not believe that they would be able to come back to power
through a free and fair election if their opponent retained
power during the time of the election. Therefore, despite
the fact that the state faces no direct military interven-
tion, the political parties have failed to institutionalize the
democratic system through fair elections and a legitimate
succession of power under the leadership of a political
party.

The antagonistic position between these parties has
caused numerous street confrontations that have claimed
many lives, especially in 1996 and in 2006.3 In addition,
the enduring chasm between them has created an open-
ing for the military for indirect intervention into the po-
litical system, which has further deteriorated the possibil-
ity of institutionalizing democracy in the body politic of
Bangladesh. For example, confrontations between the AL
and the BNP on the issue of a caretaker chief in 2006 en-
couraged the military to intervene in the state once again
and the outcome of this was the Fakhruddin interregnum,
which despite its civilian faade, was basically a military
government in a civilian cloak.

The root of the ideological chasm between the AL
and the BNP appears to be the failure of the nationalist
elites to develop a unified discourse of nationalism that
is based on a shared identity and national imagery; this
has led to the development of two parallel nationalisms
in both the elite and the subaltern domains — a unique
phenomenon in South Asian history.4 Further, this dual

1
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“nation-building” process has fragmented the elites and
the subalterns on the issues of identity, nation, and na-
tionality and planted disbelief and distrust among the AL
and the BNP leaders and activists, which has resulted in
their inability to take a unified stand on the important is-
sues. In the post (internal) colonial state of Bangladesh,
“imagined” within the available set of colonial modules,
the elites have reconstructed two parallel nations — the
secular, linguistic-based Bengali (AL) and the territory
and Islam-based Bangladeshi (BNP).5 Both parties have
endeavored to implement the totalizing claims of their
own nationalist project while denying the multiple “frag-
ments” within the nation; and both parties, when in op-
position, have obstinately avoided attending sessions of
parliament or engaging in any kind of dialogical deliber-
ation, which has further exacerbated their failure to insti-
tutionalize democracy in the body politic of Bangladesh.6

The failure to develop a unified nationalist discourse ulti-
mately fractured the entire nation and created dual identi-
ties within the framework of the nation-state.

This paper takes a brief historical view to gauge how
the making and remaking of identity and nationalism in
the political discourse of the nation has resulted in this
enduring chasm between the AL and the BNP, and has
fragmented both the elites and the subalterns on the issue
of identity, nation, and nationalism. One possible policy
recommendation is that the civil society should take the
initiative to create a space for a local-level reflexive, delib-
erative dialog in order to engage the leaders and activists
of the AL and the BNP in frequent discursive delibera-
tion. The goal would be to deconstruct their nationalist
projects through dialogical and democratic means rather
than forcing their totalizing claims upon each other. This
deliberation should not be restricted to the top-brass lead-
ers in the capital but should also include the civilians and
party activists at the grassroots — e.g. the Zilla, Upazilla,
and Union levels.

2 Genesis of the Present Cleavage
The elite historiographies, both the nationalist and
the leftist, have construed the “Bangladesh revolution”
(Maniruzzaman 1980) as a secular, elite nationalist
project. This was the major point of contention between
the emerging Bengali elites with their Pakistani counter-
part, the state established in 1947 for the Muslims of colo-
nial India on the basis of the “two-nation” theory, where
the elites of the Pakistan movement, who mainly belonged
to the Muslim League, imagined that the Muslims and the
Hindus in British India were two antagonistic nations and
hence, they would not be able to live together in an in-
dependent state.7 Therefore, they thought it necessary to
create a separate state for the Muslims of colonial India.
The two-nation theory gained popularity with the Mus-

lim elites and the subaltern domains in Bengal, which
was known as East Pakistan. Most of the Bengali Mus-
lim elites imagined themselves as a nation and felt asso-
ciated with the people living in the Western wing of Pak-
istan; they believed that the Hindus, the religious minori-
ties, and the Adivasis were the “others,” the outsiders of
this nationalist project.

Unable to create their own independent political do-
main, the majority of the subalterns who came from Mus-
lim backgrounds had no choice other than to accept the
imagination of the elites as their own. In Bengal, as the
“subaltern conscience [was] subject to the cathexis of the
elites” (Spivak 1988, p. 11), independent of the elite do-
main, they were unable to develop a distinctive view of
the nation, nationalism, and identity. Therefore, on the is-
sue of imagining the nation, the subalterns accepted the
religio-identity of the elites’ as their own, despite its orig-
ination in a domain where they did not belong.

However, within a very short period after the creation
of Pakistan, the “two-nation” theory lost its popularity in
East Pakistan. The Muslim elites could not establish hege-
mony over the civil society of Bengal on the basis of this
theory. In the meantime, their identities had already trans-
formed to the Pakistani national identity from the Mus-
lim national identity. Their failure to establish hegemony
resulted in what Guha (1998) and Bates (1975) defined
as “dominance without hegemony.” Among the various
possible reasons they could not succeed was their apa-
thy toward establishing democratic norms and practices,
which ultimately resulted in long-term military rule, the
perception of economic exploitation by the Pakistani lead-
ing classes among the minds of both the Bengali elite and
the subalterns, and the distinct cultural praxis between the
West and the East wings of Pakistan.

The Muslim elites in Bengal found themselves highly
circumscribed in the economic and political structures in
Pakistan. Their sense of exclusion from the economic
and political lives of Pakistan vis-à-vis the failure of the
Pakistani nationalist elites to establish hegemony over the
civil society of Bengal encouraged them to seek a counter
ideology through which to assert their economic and polit-
ical interests in a unified Pakistan. As a result, to counter
religion-based nationalism, a section of the Bengali elites
came out from the Muslim League and formed a different
party, the Awami League (AL).8 In this new reality, like
the Muslim elites in British India, in their “cultural do-
main,” they (re)imagined that all the inhabitants of Ben-
gal regardless of their religious differences were a nation.
They upheld secular Bengali nationalism in order to ac-
commodate people from different religions in their nation-
alist project, which quickly gained popularity among the
subalterns in East Pakistan.9 The party was easily able to
convince the economically exploited and politically sup-
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pressed destitute masses that in order to be emancipated
from their extreme cornered conditions in the state and
society they needed to organize a freedom movement and
create a nation of their own on the basis of secular nation-
alism.

Despite their conscious resistance to the internal colo-
nial structure of Pakistan as a result of the absence of what
Gramsci (2011, p. 196) called the “multiple elements of
‘conscious leadership’,” the subalterns could not indepen-
dently develop their own domain of politics; hence, they
had to rely on the elite’s imagination of nation as their
own.10 Despite their dependency, the subalterns had aspi-
rations disparate from the elites about the creation of the
new nation. Whereas for the subalterns the creation of
the new nation-state would lay the groundwork for socio-
economic equitability as well as increasing their political
“capabilities,” for the elites it was a struggle to secure their
class interests.11

The “Bangladesh revolution” was thus not a unified
project, and the participants in the revolution were not
motivated by similar aspirations. Instead of a “collective
consciousness” (Durkheim 1997, pp. 38–39), where both
the elites and the subalterns were guided by the “subjec-
tive will,” there were intragroup contestations in both the
elite and the subaltern domains regarding the nature of the
body politic of the new nation.12 For example, they were
fragmented not only on the role of religion in the state but
also on whether the new nation should adopt the path of
socialism or follow the path of capitalism.

Among the Bengali nationalists those who belonged to
the AL camp believed that the body politic of the new na-
tion should be secular and that capitalism and democracy
should be the guiding principle of the state, although later
because of the pressure from the leftists inside the party,
they adopted socialism as their guiding principle. The
leftists — both the “pro-Moscow” and the “pro-Peking”
— wanted to establish a socialist and secular Bangladesh.
Meanwhile another major political party, the National
Awami Party (NAP, Vashani faction), believed that Islam
should be an integral part of the identity formation of the
Bengali nation, and also that Islam should play a central
role in the new state, although they did not stand for the
Sharia state, like the Islamists who believe that Sharia
law should be the guiding principle of Pakistan. All the
Islamists regardless of party affiliation have stood for a
united Pakistan because they believe that secular nation-
alism is antithetical to the idea of religio-nationalism and
hence, against the ideal of Islam.13

Despite its marginalization in East Pakistan civil so-
ciety, religion-based identity and politics did not com-
pletely fade away. For the Islamists, the syncretistic cul-
tural tradition of Bengal practiced in the cultural domain
of the Bengali nationalists was associated with the cul-

tural traditions of the Hindus — the “enemy,” the “out-
siders” of the Pakistani nationalist project. In their nar-
ratives, the movement for Bangladesh was a conspiracy
by India with the aim of disintegrating Pakistan for the
strategic advantage of India. The Hindus and the Com-
munists were in the forefront of implementing this con-
spiracy theory. Hence, during the time of the Liberation
War in 1971, all the Islamist parties actively opposed the
separation of East Pakistan; they equated the identity of
Pakistan with the identity of Islam. They believed that the
state of Pakistan “was under constant threat and that the
threat came from India” (Haqqani 2005, p. 14). They were
afraid that in the secular new state, the people of Bengal
could not retain their Islamic identity. Therefore, to pro-
tect the integration of Pakistan and their Islamic identity,
they equated “Maulana Maududi’s notion of the defense
of Islam” (Haqqani 2005, p. 24) with that of Pakistan.

All of the Islamist parties, especially the Jammat-i-
Islami, actively participated with the Pakistani army in
brutally crushing the Bangladesh movement, committing
heinous atrocities in the name of Islam in order to pro-
tect the integrity of the Pakistan and Islamic identity.
However, all of their efforts were in vain, and the new
state, Bangladesh, was born through a bloody civil war
in 1971. The disintegration of Pakistan completely shat-
tered the ideological foundation of the Islamists. It was
beyond their imagination that linguistic, secular, ethno-
nationalism could override religio-nationalism. They had
been protgs of the (Islamic) state; now they were in the pe-
riphery of the (secular) state, which made them extremely
frustrated about the future of Islamic identity and religion-
based nationalism in Bangladesh.

3 One State: Two “Nations”
The creation of Bangladesh opened up an avenue for the
secular nationalist elites to reconstruct the identity of the
nation on the basis of secular nationalism. Like the Pak-
istani nationalists, under the leadership of Sheikh Mu-
jibur Rahman, they also faced counter-hegemony during
the course of implementing their project — mainly from
the fragments of the ethnic minorities and Adivasis, who
since the beginning of independence had refused to ac-
cept the Bengali nationalists’ identity as their own. Fur-
ther, the desperate Islamists did not want to renounce their
Islamic identity and wanted to incorporate it into the iden-
tity of the new nation. In the changed situation, they de-
constructed the two-nation theory in order to rebuild the
identity of the Bengali nation by incorporating the ele-
ments of religion into the “nation-building” process.14

Being highly cornered in the body politic of the
new state, it was initially difficult to carry out their de-
constructed nationalist idea, which caused despair. In
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this context, the NAP (Vashani) came forward to ease
their abysmal crisis. They demanded the renaming of
Bangladesh as Muslim Bengal. Regardless of the ideo-
logical differences, all the Islamists almost immediately
supported the demand. This was the first serious counter-
hegemonic challenge to the notion of secular national-
ism and it was the embryo of the future Bangladeshi
nationalism, which emerged within a very short period
of time after the tragic assassination of the architect of
the Bangladesh revolution, Sheikh Mujibur Rahman. It
gained popularity among the subalterns and elites who be-
lieved that the new state should not completely abandon
religion in their process of nation building.

For various reasons, however — such as rampant cor-
ruption, the 1974 famine, the deterioration of law and or-
der, cronyism, and international isolation — the secular
elites could not establish hegemony over civil society. In
addition, they faced challenges from various fragments of
the nation to their secular nationalist project. In this con-
text, it is ironic that they took the same path of coercion
to establish their domination over the new nation that the
Muslim nationalists had taken in united Pakistan, against
which they struggled throughout the period of united Pak-
istan. Failing to establish hegemony through democratic
means, in order to maintain their rule, the Bengali elites
resorted to coercive measures and established a one-party
dictatorship, which eventually led to “domination without
hegemony,” the same scenario that Pakistani elites faced
in East Pakistan.

In January 1975, in an unexpected move in the par-
liament, the AL passed a resolution establishing Soviet-
style, one-party rule that banned all the political par-
ties and groups. The AL renamed their party as
the Bangladesh Krisok Sromik Awami League (BAK-
SAL, Bangladesh Peasants and Workers Awami League)
whereby abolishing their previous organizations. The two
relatively small parties, the “pro-Moscow” Communist
Party of Bangladesh (CPB) and the NAP (Mujaffar fac-
tion), joined with the new party.15 Their excessive re-
liance on the state’s apparatus and coercive measures to
advance the reconstruction process isolated them further
from the masses, which complicated their attempt to im-
plement their nationalist agenda. This sharpened the con-
testation between the elites who supported the secularist
project and those who opposed it. The disenfranchised
subalterns simply fractured their own domain along the
lines of their elite counterparts.

Instead of the masses, the secular elites now shifted
their dependency to the civil-military bureaucrats in or-
der to maintain their power-base. However, what they
could not realize was that most of the civil-military bu-
reaucrats they inherited from Pakistan were trained in var-
ious Pakistani academies, and nevertheless had a positive

outlook towards secular Western democracy and followed
Western lifestyles. Like Jinnah, they believed that the
nation should not abandon Islam in the process of their
identity formation. A good number of them however be-
lieved that although secular democracy was good for the
Western states, it was not suitable for their own country.
Many of the inherited bureaucrats (both civil and military)
joined the cause with the secular nationalists, but a signif-
icant number also opposed the idea of disintegrating Pak-
istan for the sake of linguistic, secular nationalism and
they worked with the Pakistani military junta to crush the
freedom struggle of the Bengali nationalists. However,
regardless of their orientation, the Mujib government in-
corporated them all into state structures. Therefore, like
the elites and the subalterns of the nation, the bureau-
crats were also fragmented on the issue of nationalism
and identity; even their cohesive, hierarchical organiza-
tions could not subdue their internal contestation regard-
ing the remaking of the nation.

The ideological contestation inside the military be-
came bloody, especially when the junior Islamist officers
decided to forcefully overthrow the rule of the secular na-
tionalists, which resulted in the tragic demise of the Mu-
jib regime. During 1975, a series of coups and counter-
coups finally brought power to General Ziaur Rahman,
the primus inter pares. He reinterpreted the national iden-
tity and categorically subverted the entrenched meaning
of secular identity, nation, and nationalism in order to
reintroduce the discourse of Islamism into the restructured
body politic of the state. About the motives and the nature
of Zia’s reconstruction of both the identity and the state,
Riaz (2004, p. 25) wrote that “it involved both the manip-
ulation/modification of constitutional procedure and the
construction of a new ideology that would undermine the
ideology of the former regime and justify its takeover.”

To counter this secular linguistic nationalist ideology,
Zia effectively deconstructed the two-nation theory and
successfully reinvented territorial nationality by incorpo-
rating Islamic components into the national identity —
what he identified as Bangladeshi nationalism. As an ex-
clusionist project, the religious “minorities” and the Adi-
vasis were considered as “outsiders” and were excluded
from the re-created nation as well as from the process of
Islamizing the state and civil society. Zia’s Bangladeshi
nationalism officially disintegrated both the elites and the
subalterns, and since then, the secularists have usually
identified them as Bengalis while the Islamists call them
Bangladeshis.

The AL and the leftist parties in general aligned them-
selves with the secular Bengali camp whereas the BNP
— the party Zia established to “quest for [his] legiti-
macy” (Riaz 2004, p. 24) through advancing his agenda
of remaking the nation with Islamic fervor — and the
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various factions of the Islamists identified themselves as
Bangladeshis.16 Zia showed a “softy attitude toward Pak-
istan” (Ahmed 1981, p. 137) and successfully eliminated
and killed a good number of military officers who be-
longed mainly to the Bengali nationalist camp. Further,
the political activists of the AL and the JASOD (Na-
tional Socialist Party) faced severe persecution from the
Zia regime. Then to advance his nationalist ideas and em-
bolden his power-base, Zia took an “overtly pro-Islamic
stance” (Ahmed 1994, p. 692) and established good ties
with the Jammat-i-Islami. Bangladesh in fact began its
“shift from the secular values [toward] the vulnerability
to Islamism” (Milam 2009, p. 11) during the time of Zia’s
metapolitefsi when he reconstructed nationalism with an
Islamic component and moved towards a faade of democ-
racy.

Both parties, the AL and the BNP, have endeavored to
implement the totalizing claims of their nationalist project
and have considered each other as the major rivals of their
project. When they were in power, they persecuted the
other party’s activists, which widened their mutual dis-
trust and disbelief. Despite organizing a joint movement
(from a different platform) against the last military dicta-
tor of the country, General Hussain Mohammad Ershad,
they could not overcome their problem of mutual distrust.
Since the overthrow of General Ershad in 1990, one of
these two parties has been in power for all but 2 years. In-
stead of reconciling, they have both tried to advance their
own totalizing claim of nationalism, which most of the
time has resulted in confrontation instead of contestation.
Their contentious relationship has not only hindered insti-
tutionalization of the democratic system but is also one of
the major obstacles preventing economic development.

The nationalism debate thus originated in the elite do-
main, and their failure to speak for the nation as a whole
fractured the identities of the nation and placed them in
contentious relations. At the national level, the elites
could not develop even a minimal value consensus on the
important issues. As a policy recommendation, this paper
therefore argues that it is time for the civil society to inter-
vene in order to create an atmosphere of reflexive, discur-
sive, deliberative discussion at the local level in order to
engage the government and opposition political activists
in a much-needed public examination of Bangladesh’s na-
tional identity.

4 Grassroots Dialogues: Quest for a
National Reconciliation

The notion of reflexivity embraces two meanings: orga-
nized inputs and “conscientious self-introspection” (Jun
2005, p. 12). It engages actors with contradictory values
in an examination and reevaluation of existing systems,

rules, and paradigms (adapted from Grin and et al. 2004).
In the course of engagement, power “struggles (among the
different actors) may involve enacting reflexive” delibera-
tion (Hendriks and Grin 2007, p. 333). The idea is to reach
minimal consensus about some fundamental issues within
the framework of reciprocal reflexivity while taking into
account the divergent inputs from different actors posi-
tioned in contradictory locations. Informal organizations,
such as civil society groups, local NGOs, and women’s
groups, and informal networking can play an important
role in developing the networks of reflexivity between the
contradictory actors.

According to Grin (2006), the concept of reflexiv-
ity also takes into account the conversion of the gover-
nance system itself. Reflexivity therefore infers that noth-
ing is static — praxis, paradigms, or systems — all are
subject to deliberation, altercation, and reconfiguration.
Therefore, the role of civil society groups is to create
a space for the confronting political actors (local-level
AL and BNP activists) where they can engage in dia-
logical deliberation and move from confrontation to con-
testation in order to reach an agreement on basic values.
This would eventually help institutionalize the democratic
system without abandoning their antagonistic nationalist
projects. Such reflexive networks emphasize “the right of
participation, empowerment, process monitoring and con-
flict settlement” (Meer and et al. 2004).

The working definition of a reflexive network here is
a strategy for creating a space to establish recursive re-
sponsive networks for the political actors who possess an-
tagonistic political values. The goal of establishing the
network is to engage in a dialogical process through open
deliberation, creating an environment of democracy from
below, or a grassroots democracy, which has been missing
in the political culture of the state of Bangladesh since its
establishment in 1971. The network of reflexivity would
empower the grassroots party activists, those who were
usually marginalized in the party structures of both the
AL and BNP, and enhance their political capabilities.

Establishing grassroots democracy would work as a
catalyst for bridging the chasm because it would open
up an avenue for local-level leaders and activists at the
Zilla, Upazilla, and Union levels to engage in frequent
discursive deliberation. Discursive deliberation — argu-
ment and counter-argument — would help generate an
environment of mutual respect and constructive interac-
tion among the actors situated in contradictory, different
locations.

The practice of discursive deliberation in the reflex-
ive networks would ensure multiple inputs from diver-
gent actors, achieving what Sen (2005, p. 163) men-
tions as important for obtaining the political capabili-
ties of individuals, what he refers to as “public discus-
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sion — between persons and across borders.” Discur-
sive deliberation would engage the antagonistic actors in
what Bohman (1997, p. 90) describes as “argument and
counter-argument” in an environment of mutual respect
among the different party members who are holding con-
trasting views about the fundamental issues of the state.
Despite incongruity and aversion for the others, a “virtu-
ous deliberator respects other group members” (Crocker
2006, p. 6). Moreover, it helps to generate “a favorable
attitude toward, and constructive interaction with the per-
sons with whom one disagrees” (Gutmann and Thompson
1996, p. 79). Therefore, creating a space for frequent dis-
cursive deliberation for the AL and BNP activists would
assist them in interacting with each other through dialogi-
cal and democratic means rather than trying to implement
their political agendas through street battles.

The major challenge of creating space for reflexive,
discursive deliberation lies in the profound mutual distrust
between the party activists which originates from differ-
ent imaginations of the nation. Further, the lack of demo-
cratic practices inside both party structures has resultedin
a patron-client relationship, where the activists are “po-
litically poor” (Crocker 2006, p. 6) and are relegated to
party henchmen, where instead of being an active cata-
lyst their role is to simply carry out the orders of their
leaders. However, if local civil society activists can suc-
cessfully create an avenue for frequent deliberation be-
tween the party activists and local leaders, their newfound
skills of dialogical deliberation would ultimately enhance
their political capabilities. If minimal consensus about
the major national issues were established at the grass-
roots level, the enhanced political capabilities of the local-
level activists would help them to shape the policies at
the national level through exerting their influence on the
national elites. This would ultimately establish minimal
consensus on the fundamental issues without abandoning
their vision of remaking the nation in accordance with
their own narratives of nationalism.

5 Concluding Remarks

The antagonistic chasm between the AL and the BNP is
rooted in differing nationalistic “imaginings.” The subal-
terns, who have been unable to establish their own inde-
pendent political domain, have largely subscribed to the
same imaginations. The elites in the two parties have tried
to impose their own imagined process upon each other,
sometimes by undemocratic means, which several times
has led to mutual persecution or street battles. Both camps
of elites (Bengali and Bangladeshi) have used the state
apparatus to subdue the other in order to carry out their
imagination process. As a result, two parallel, antagonis-
tic nations have emerged within the structure of the same

nation-state. This ultimately divides the entire nation on
the major issues and fractures their identities.

As the national elites have failed to speak for the na-
tion as a whole, a reflexive, discursive, deliberative local-
level dialog is required that would engage the government,
opposition political activists, and civil society activists in
a much-needed public examination of Bangladesh’s na-
tional identity. However, the root cause of the problem,
which originates from the parallel nation-building project,
would not be resolved through this dialogue, although it
would help to deconstruct these projects through dialogi-
cal and democratic means rather than forcing their total-
izing claims upon each other.

Endnotes
1. After the overthrow of the military dictator General

Ershad in 1990, a nonpartisan caretaker government
was installed to fill the vacuum and to conduct a
parliamentary election. Later, in 1996, this sys-
tem became constitutionalized by the sixth, BNP-
dominated parliament. For details about the care-
taker government, see Chapter II A, “Non-Party
Care Taker Government, Articles 58 (B), (C), (D),
and (E),” in The Constitution of the People’s Re-
public of Bangladesh (as modified up to May 17,
2004). Since 1991, all parliamentary elections in
Bangladesh have been held under the supervision
of a caretaker government. The AL-dominated par-
liament abolished the caretaker system in 2011 by
amending the constitution (the 15th amendment),
but ironically, for the two terms (in 1996 and 2008)
when the AL came to power, after the tragic bloody
overthrow of the Awami League government in
1975, caretaker governments were in charge of con-
ducting the elections.

2. Except in 2001, when despite being the ruling party
the AL did not advocate for conducting the election
under the current, elected government. However,
unlike the AL, as the ruling party in 1996 and 2006
the BNP insisted on conducting the election under
the partisan government.

3. At least 70 people died in various street fights, just
in 2006, related to the issue of the caretaker gov-
ernment. These data were compiled from various
Bangladeshi newspapers published from October
29, 2006 to December 21, 2006.

4. I have adopted the following concept of the subal-
tern for this study: “In the context of Bangladesh,
the term ‘subaltern’ refers to various marginalized
groups and underclasses, workers, day laborers,
middle and small peasants, the rural proletariat,
women, various native and ‘tribal’ peoples, and
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‘minority’ religious groups and communities. The
position of subalternity is relational and relative;
therefore in some local or regional situations or un-
der certain circumstances any of them could act as
or for the ‘elite.’ Like the elites, there are frag-
ments within the various subaltern groups. The re-
lationships between and within the various subal-
tern groups and fragments are both contentious and
harmonious, depending upon the context, locality,
and situation. In the questions of nation, nation-
ality, identity, secularism, and religion, the subal-
terns are also divided, like their elite counterparts.
Subaltern cultural practices in the Bengal region are
generally syncretic; that is, in their everyday lives,
Hindu and Muslim and other minority and local
religions and practices are all intermingled. Sub-
alterns are also divided on the role of religion in
the state and civil society and there is no appar-
ent homogenous or monolithic subaltern culture in
Bangladesh” (Ahmed 2006, pp. 159–160).
The term elite signifies powerful groups, classes,
or persons. In Bangladesh, the capitalist class,
high-ranking government officials, political lead-
ers, lawyers, doctors, bureaucrats, and technocrats
are known as elites. Most of the political leaders
from the major political parties are from elite back-
grounds. Despite similar class/group affiliations,
they do not agree on nation, nationality, or iden-
tity. They are also divided on the role of secularism
and Islam in the state. This division clearly reflects
that like their subaltern counterparts, instead of be-
ing guided by “collective consciousness” as a class
or a group, they are also motivated by the “subjec-
tive consciousness.” As a result of the failure of the
elites to speak for the nation as a whole, the nation
of Bangladesh remains fragmented.

5. For the concept of internal colony, see Gonzalez-
Casanova (1965).

6. For the fragments of the nation, see Chatterjee
(1993).

7. Anderson (1991) described nation as the “imagined
community.”

8. The Muslim elites who came out from the Muslim
League established the East Pakistan Awami Mus-
lim League on June, 23, 1949, but later, on De-
cember 4, 1955, they dropped the name “Muslim.”
The party was renamed the Bangladesh Awami
League after Bangladesh gained independence. See
Bangladesh Awami League,http://www.albd.org/.

9. The syncretistic culture that the elites and the sub-
alterns practiced throughout the time of united Pak-
istan clearly reflects the reimagining process in
their cultural domains. One of the examples was the
practicing of Tagore’s song. The Pakistani Muslim

elites believed that Rabindranath Tagore’s song was
antithetical to their nationalist project and hence
against the very notion of the state of Pakistan itself,
because the essence of his song is against the ex-
clusive nature of Muslim nationalism. In addition,
Tagore’s Hindu background made them believe that
he was an outsider to their nationalist project. De-
fying this hegemonic notion of the Pakistani nation-
alist elites, as a part of their counter-hegemonic, na-
tional reimagining process, especially the emerging
Bengali nationalist elites practiced the Tagore songs
or arranged festivities around Tagore about the time
of internal colonial domination.

10. For the economic, administrative, and political in-
equalities between East and West Pakistan, see Ja-
han (1972).

11. For various human capabilities, see Nussbaum
(2000, pp. 78–80).

12. Durkheim (1997, pp. 38–39) defined collective con-
sciousness as “the totality of beliefs and sentiments
common to average members of the same society ...
it is an entirely different thing from particular con-
sciences, although it can only be realized through
them.”

13. Like their secular counterparts, who co-opted the
political discourse of modernity with the syncretis-
tic tradition of Bengal, the Islamists co-opted the
religiosity of Islam with the discourse of moder-
nity. Hence, they juxtaposed concepts like Sharia
and state or Islam and nationalism (Islamic nation-
alism) in order to justify their politics within the
framework of the postcolonial state, which was set
up on the principle of Western modernity, which
they considered as contradictory with the teachings
of Islam.

14. In this study, I used the modernist concept of
nation-building. In the context of postcolonial
states, they interpreted the nation, nationalism, and
nation-building in accordance with the colonial
modules that the postcolonial states inherited from
their colonial masters. For a modernist understand-
ing of the nation, see Emerson (1960).

15. In a move to curtail the freedom of the press,
the BAKSAL government banned all independent
newspapers and nationalized the most popular one,
The Daily Ittefaq. Including this one, only four
government newspapers were published during the
time of one-party rule by the secular elites.

16. During the Zia regime, the BAKSAL was revived
as the Awami League, which later renamed itself
the Bangladesh Awami League (AL).
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Aid Effectiveness: Research versus Practice
Never the Twain shall Meet?
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Abstract

This article argues that there is a huge disconnect between empirical research and policies and practices involving
foreign aid. In particular, it argues that recent years haveseen the growth of a large body of sophisticated empirical
work which is long on techniques and short on substance. The literature is riven by controversy and insider drama
and provides little illumination on vital policy issues concerning design, allocation, and delivery of foreign aid. For
enhancing aid effectiveness, one needs to go beyond the current methodology that emphasizes the “average” and
promotes a one-size-fits-all approach. This will require a more nuanced, tailor-made strategy that is grounded in a
comprehensive understanding of individual countries. Thepaper calls for the convergence of the universes of research
and policies both for a sophisticated understanding of the underlying issues and for devising appropriate policies for
effective use of foreign assistance.

1 Introduction
The debate on aid effectiveness began as soon as the Inter-
national Development Association of the World Bank was
established in the 1960s and aid began flowing from the
rich to the poor nations (Bauer 1966). Fifty years, multi-
trillion dollars of foreign aid, and hundreds of scholarly
articles and books later (Hansen and Tarp 2001), the same
debate continues unabated: Does foreign aid actually help
economic development?

Although economic studies that investigate aid effec-
tiveness proliferated briskly in number and sophistication,
surprisingly, they have provided little illumination on the
question. The state of the current literature was summa-
rized succinctly in a recent article by Rajan and Subrama-
nian (2011):“this literature does not provide robust evi-
dence of either a positive or negative correlation between
foreign aid inflows and the economic growth of poor coun-
tries.”

Yet, this deplorable state of knowledge has not cat-
apulted economists into more in-depth examinations of
the pathology of aid debacles which are often rooted in
the economy, history, society and polity of aid-recipient
countries. Instead, economists have continually ratch-
eted up the complexity of econometric methods and tech-
niques, as if the secret of aid effectiveness will be re-
vealed by the sheer force of the techniques. This technical
doubling-down has made discussions increasingly opaque
and incomprehensible, even to development specialists,
let alone the larger development community. Policymak-

ers, who are presumed to be informed and guided by the
literature, are largely repulsed by the obfuscations and in-
sider quarrels over technicalities that characterize much
of the current discussions. Consequently, policymakers
now find the easily accessible, albeit imperfect tract of
“Dead Aid” by Moyo (2009) more appealing than the ob-
tuse, over-caveated and inconclusive “scientific works” of
academic economists.

This article is organized is as follows. A synoptic sum-
mary of the state of the current literature is provided next,
followed by a broad assessment of the literature and an
outline of a policy-relevant approach to studying aid ef-
fectiveness. The last section offers a few concluding re-
marks.

2 Literature Review
Research on foreign aid has always been marked by con-
troversy. In the early days of foreign aid, research focused
on the impact of aid on domestic saving, which then was
considered the most critical determinant of economic de-
velopment. While optimists held that foreign aid would
lead to a dollar-for-dollar increase in savings, pessimists
argued that foreign aid would lead to unproductive gov-
ernment expenditure, corruption, and the crowding out
of private savings. Experiences varied across countries.
However, the “average” results from the regression liter-
ature indicate that the truth lies in between these two ex-
tremes: while aid does increase savings, it does not in-
crease savings dollar-by-dollar by the amount of aid. This
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literature is considered crude by today’s technical stan-
dard. In addition, it was believed that savings and invest-
ment as a measure of aid effectiveness was a bit narrow,
because savings and investments are a means, not the end,
of economic development.

The next round of research focused on the relationship
between aid and economic growth. An important earlier
contributor was (Boon 1996), who was applauded for his
technical econometric innovation — being the first to in-
troduce the so-called instrumental variable method to his
analysis — as well as for his forceful argument in which
he attributed to political-economic reasons the ineffective-
ness of aid to raise growth. Boone reasoned that in a so-
ciety where the political elite dominate the masses, aid
is no more than an income transfer to the elite group.
That transfer only increases the consumption of the rich
to the exclusion of the poor, as the latter has no effective
representation in the polity. Boone’s conclusions appar-
ently flounder in the face of evidence to the contrary in
many aid-recipient countries that made significant strides
in poverty reduction in the last thirty or so years. His con-
clusions, which were a broad-brush generalization of the
situation in developing countries, nevertheless, resonated
with many economists as well as with the development
community with a reservoir of skepticism regarding the
impact of aid.

The next round of studies was stimulated by Burnside
and Dollar (2000) who argued that while aid is gener-
ally ineffective in promoting growth, it flourishes in good
policy environments: in particular, when good macroeco-
nomic policy prevails. This result received wide attention
from both inside and outside the economics profession for
its apparent plausibility.

Besides the plausibility of the message, there are other
reasons for its popularity. First, it strikes an apparent bal-
ance between optimists and pessimists — between those
who argue that aid is effective and those who argue that it
isn’t. Second, it provides clear directions for policy that
are not inconvenient to donors, since it shifts the onus for
aid effectiveness onto recipients. Burnside and Dollar’s
findings have been interpreted by donor agencies as evi-
dence that aid needs to be allocated selectively. Indeed,
selectivityhas become the bedrock of the World Bank’s
aid-allocation policy, a template that has been adopted
gradually by other international development institutions.

Notwithstanding its tremendous influence on donors,
the Burnside-Dollar paper has been assailed for both an-
alytical and policy reasons. The first and foremost rea-
son is that their results are statistically fragile. East-
erly, Levine and Roodman (2004) have shown that the
Burnside-Dollar results tumble when the dataset is ex-
panded by years and countries. Subsequent efforts by
Dollar and his collaborators to resurrect their results with

different indicators of good policy environments have
proved to be equally fragile.

In recent years, a number of authors have argued that
available data is equally consistent with other plausible
statistical stories, with distinctly different implications for
aid allocation. One such story is that the effect of foreign
aid varies across geographical locations — it is simply
less effective in tropical countries. Another story is that
aid is on average effective, though its effectiveness tends
to diminish as its volume increases. Still another story
is that aid effectiveness relates to a country’s structural
vulnerability to external shocks: aid flows help to fos-
ter growth — or to contain negative growth — in coun-
tries that are vulnerable to external shocks. As Roodman
(2007) has shown, although the above stories are all plau-
sible, they are fragile statistically, much like the original
Burnside-Dollar results.

More recent works by Rajan and Subramanian (2007;
2011) have dwelled on the impact of foreign aid on the
quality of governance and the real exchange rate. These
research works suggest that foreign aid can have an ad-
verse influence on the growth of manufacturing in de-
veloping countries through its unfavorable impact on the
quality of governance and the real exchange rate. While
these themes are, by no means, new to the development
literature, the authors were lauded for their empirical in-
novations in their studies.

It may be noted that the appreciation of the real ex-
change rate — and the so-called Dutch disease — is by
no means an automatic outcome of foreign aid. The
specter of the Dutch disease can be averted by appropriate
macroeconomic policy response. When aid flows to the
traded-good sector or when aid is invested in the highly
productive non-traded sector, the appreciation of the real-
exchange rate is not an inevitable outcome of the inflow
of foreign aid. As a matter of fact, as Fielding and Gib-
son (2012) have noted, the long-run impact of foreign aid
on the real-exchange rate across Sub-Saharan Africa has
been diverse and heterogeneous — indeed, some coun-
tries have experienced real-exchange rate depreciation.

Similarly, inflow of aid does not necessarily lead to
lapses in accountability or poor governance. Indeed, there
are many instances where aid has contributed directly to
improved accountability by supporting civil society, pro-
moting decentralization, and increasing transparency in
public expenditure.

The afore-mentioned research on aid effectiveness
does not distinguish between different types of aid. It
seems intuitively plausible that different types of aid have
different ramifications for economic development. For in-
stance, emergency aid may not have as much impact on
growth as infrastructure aid; similarly, social sector aidis
likely to have a different impact on human-development
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indicators than programs aid. Also, the impact of differ-
ent types of aid may take different time horizons to unfold.
Against such advantages of disaggregation, one needs to
juxtapose the difficulties in accurately identifying the dif-
ferent types of aid and their time horizons. This was suc-
cinctly expressed by Rajan and Subramanian (2008) as
follows:

“There is, however, a more general con-
cern with slicing and dicing up aid; it could
become a fishing expedition where the re-
searcher hunts for any sub category that
has a positive (or negative) correlation with
growth, and then finds an (ex-post) rationale
to focus on that sub-category, depending on
the researcher’s biases. This is why the a
priori theoretical rationale for focusing on a
particular sub category is important. Unfor-
tunately, fungibility renders most such ratio-
nales suspect.”

However, the above-mentioned difficulties notwith-
standing, a few recent studies have differentiated among
different types aid and explored their implications for
growth and investment. Unfortunately, they have not
yielded unambiguous conclusions. One such study is by
Clemens, Radelet, Bhavnani and Bazzi (2012) which fo-
cuses on types of aid that have early-impact on growth
such as project aid and aid for budget support. They find
that this category of development assistance has a mod-
est, positive effect on growth and investment. This find-
ing, however, runs counter to another study by Rajan and
Subramanian (2008) who conclude that aid, regardless of
categories and timing of impact, has no significant effect
on growth.

To summarize, the extant body of empirical literature
that explores the macroeconomic impact of foreign aid of-
fers few unambiguous conclusions. However, this has not
deterred many economists in their efforts at teasing out
more robust and definitive conclusions from the existing
body of data. One recent line of empirical work of this
genre is meta-analysis — ”the regression of regression
analyses”. Meta-analysis synthesizes the results from the
existing body of empirical studies with the putative pur-
pose of controlling for heterogeneity among studies. One
presumed advantage of meta-analysis is that it can poten-
tially overcome subjectivity to provide a more systematic
and objective assessment of an existing body of findings.
Even this type of meta-study has contributed little to re-
solving the persistent controversies or yielding useful pol-
icy insights. For example, a meta-analysis by Doucoulia-
gos and Paldam (2009), which draws on data from sixty-
eight previous studies, does not discern any significant im-
pact of foreign aid on growth; however, Mekasha and Tarp

(2011), using the same dataset, reach the opposite conclu-
sion that foreign aid has had a positive and statistically
significant effect on growth.

3 Assessing the Current Literature
The aid effectiveness literature has seen a virtual hit pa-
rade of sophisticated econometrics, a gradual progression
of econometric techniques from rudimentary OLS to two-
stage least squares applied to cross-country panel data, to
the complex dynamic panel GMM methods, with all their
bells and whistles, applied to time-series data. Given the
vast differences across societies, the assumption of a stan-
dard regression model with homogenous parameters ap-
pears downright disingenuous. It’s no wonder that growth
regression analysis has yielded few robustcausal relation-
shipsof any policy significance.

As the macro aid-effectiveness literature has failed to
make any meaningful contribution to the understanding of
the intricacies of aid effectiveness, it has led many to ex-
plore alternative, micro approaches. One such approach
is the evaluation of aid projects, programs and policies
through randomized control trials (RCTs). Under ideal-
ized conditions that seldom obtain, RCTs can overcome
some of the methodological shortcomings of the macro
aid effectiveness literature and provide impact evaluation
of micro-level aid interventions. However, the RCT ap-
proach has its own limitations. First and foremost, it can-
not analyze the effect of an economy-wide policy change
such as trade liberalization. Second, it is now well known
that there is a “micro-macro” paradox which suggests that
success at the project level does not ensure success at the
macro level. Even if all the projects are successful it does
not mean that they will ensure success at the macroeco-
nomic level because of the so-called fungibility issue, i.e.,
aid money being used for purposes other than those ear-
marked. Third, it provides information only about the av-
erage impact, not about when and how it works. Finally,
even with their considerable expense, RCTs provide at
best local knowledge that may not apply to other contexts.
This issue has come to be known as the problem of exter-
nal validity. All this has prompted the suggestion that the
secret of aid effectiveness is more likely to be revealed by
trial and errors than by randomized control trials.

Given the shortcomings of the different econometric
approaches to studying aid effectiveness, the existing lit-
erature offers little illumination beyond providing statis-
tical codification of the obvious: foreign aid has been ef-
fective in some countries and ineffective in others — even
though the global average may have swayed one way or
the other. For policy purposes, what is salient for an indi-
vidual country is an understanding of the possible impact
of aid on its economy and how policies can be designed to
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maximize this impact rather than the global average effect
of foreign assistance!

The current empirical literature, in its bid to derive the
average results, has paid too much attention to techniques
and too little to the facts on the ground. It makes little
or no distinction between countries. Irrespective of the
stage of development, history, culture, or the polity, all
countries are simply lumped together as mere data points
in a grand regression exercise. The literature tends to ig-
nore the commonsensical intuition that the impact of aid
is likely to vary between countries, since much depends
on the nature and state of social and economic institutions.
As countries differ in their incentive structures, norms and
values, and quality of governance, so do the economic and
social outcomes of foreign aid.

4 The Way Forward
Analysis of aid effectiveness requires more than mechan-
ical manipulation of data. It needs broad-based country
studies, which are situated in their social, economic and
political contexts, and a triangulation of different meth-
ods to determine aid effectiveness. The enquiry needs to
include both macro and micro dimensions of foreign as-
sistance as well as their ramifications for institutions and
policies At the macro-level, analysis of aid effectiveness
involves an examination of the metrics of development —
the aggregate economic and social indicators of develop-
ment such as poverty reduction, life expectancy, literacy
etc. — in relation to the inflow of foreign aid. Effec-
tive use of aid should lead to steady improvements of so-
cial and economic indicators of the country. However,
such improvement — or even sustained improvement —
in these economic and social indicators should not be au-
tomatically equated with aid effectiveness, in the presence
of other intervening factors. Take, for example, the case
of Bangladesh. In the last decade or so, the country has
experienced steady economic and social progress in the
face of a declining flow of foreign aid (as a share of gross
national income or national investment). This fact might
lead one to conclude that foreign aid was highly effec-
tive in Bangladesh. However, this conclusion can be mis-
leading. There were other intervening influences that may
have confounded the impact of foreign aid such as the
hefty inflow of foreign remittances, the emergence of an
economically vigorous garment and apparel industry that
attained global success, and a dynamic non-governmental
sector that had an acknowledged effect in initiating and
sustaining microenterprises and delivering social services.
All of them had a salutary effect in improving the social
and economic indicators of the country.

At the micro-level, analysis of aid effectiveness would
entail an examination of the performance of aid-funded

projects and programs. This can be gleaned from the post-
project evaluation reports and portfolio assessments of
donor agencies. This body of works reviews the success
and failures of completed projects and programs of donor
agencies and implementation risks associated with vari-
ous ongoing projects and programs. They highlight var-
ious policy constraints and implementation bottlenecks.
In the case of Bangladesh, a review of the country’s per-
formance at the micro-level suggests that while the coun-
try has improved its performance in aid effectiveness over
time, many problems still abound.

Finally, at the meso-level, analysis of aid effective-
ness entails an examination of the impact of foreign aid
on the country’s institutional and policy frameworks. In
this connection, it is suggested that foreign aid has an ad-
verse impact on institutional and macroeconomic frame-
works. In particular, the real exchange rate and the quality
of governance suffer. In the case of Bangladesh, for ex-
ample, it seems foreign aid had little or no negative effect
on the real exchange rate and on the country’s interna-
tional competitiveness. However, in governance, the ex-
perience had been more or less in conformity with prior
expectations. Indeed, data suggest that the country has ex-
perienced some serious deterioration in some dimensions
of governance (World Bank 2013). In particular, corrup-
tion remains a significant issue and has shown few signs
of retreating. In recent years, the government became
embroiled in some serious controversies about corruption
in donor funded projects. The largest aid-funded infras-
tructure project for the construction of the Padma Bridge,
costing$2.9 billion dollars, was defunded by the World
Bank and other international donors for alleged corrup-
tion.

An in-depth country study is also an ideal vehicle for
identifying various economic, social, political and cultural
constraints that hinder effective implementation of devel-
opment assistance. Such a study can be informed by the
evaluation studies of international development agencies.
These studies highlight important country-specific bottle-
necks — including political-economic constraints — in
the smooth implementation of foreign assistance projects
and various institutional and policy improvements re-
quired to overcome them.

5 Conclusion
This paper argues that empirical research on foreign aid
must be reframed. The focus of the research needs to go
beyond the current obsession about the “average”: does
foreign aid work on “average”? Or what is the “average”
effect of a particular aid intervention? Research needs to
focus on why, how and when foreign aid has worked in
particular societies. Only by finding the mechanisms and
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processes that explain why and how aid works in a partic-
ular society will it be possible to design and deliver for-
eign aid effectively.

This discovery would require going beyond the nar-
row analytics of cross-country growth regressions or for
that matter RCTs. As a tool, cross-country growth regres-
sions have proved to be too coarse to capture the complex
mechanisms and processes undergirding aid effectiveness.
Similarly, RCTs have their own shortcomings. They focus
exclusively on the average impact; they provide little or no
light on causality; and they also lack external validity. All
these reasons make RCTs an unreliable analytical basis
for formulating robust strategy and policies at the macro-
level. An effective aid policy requires country-specific in-
sights, which can be gleaned only from in-depth country
studies that capture the flavor and texture of individual
countries, nuances that are lost in mechanical manipula-
tion of data.

Currently, there is a huge disjunction between research
and practice, similar to what transpired in other sciences
in earlier times. According to Mukherjee (2010), little in-
teractions took place prior to the 1960s between those who
studied cancer in the laboratory and those who treated
cancer in the clinic: “The two conversations seemed to be
occurring in sealed and separate universes.” Researchers
and the community of practice in foreign aid seem to sim-
ilarly inhabit two separate universes. However, as the
history of biomedical sciences suggests, the prospects of
breakthroughs in intractable diseases are greatest when
there is a tight feedback mechanism between research and
practice. The field of foreign aid is no exception to this
general rule.

Nevertheless, an enormous chasm persists between the
universe represented by research and the universe repre-
sented by the community of practice in foreign aid. While
the international community has embraced the millen-
nium development goals for poor countries and adopted
poverty alleviation as the overarching objective of eco-
nomic development, these goals have found little reflec-
tion in the empirical analyses of mainstream economists
working on aid effectiveness. The reasons for this be-
nign neglect are manifold. Some resisted it on ideological
grounds and argued that this shift of objective from eco-
nomic growth to poverty alleviation was somewhat mis-
guided.

According to Shleifer (2009), this shift would lower
the accountability for donors and turn foreign aid into an
international welfare program for developing countries.
Some argued that growth and poverty were essentially the
same — old wine in a new bottle. As Easterly (2003) puts
it: “The aid bureaucracies define their final objectives as
‘poverty reduction’ (today’s more politically correct name
for ‘growth’).” However, it is wrong to equate the two; in-

come and poverty indicators do not always move in syn-
chrony. For example, even though Bangladesh has half
the income of India on a per-capita basis, it outperforms
India in almost all social and human development indica-
tors (Dreze and Sen 2011). Finally, others cling to their
old habits; as such a shift of focus from economic growth
to poverty and human development would dislodge many
economists from their academic comfort zone of growth
empirics.

Nevertheless, such a reframing of the inquiry is im-
portant to make research more relevant. Economics is a
social science that is meant to find cures for the economic
maladies of societies, something that requires unrelenting
search for answers and continuous experimentation with
policies, something which is achieved through a process
of trial and error. This process can be more fruitful if a
closer interaction exists between research and practice.
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Abstract

Bangladesh and India, the two fastest growing economies of South Asia, have displayed remarkable policy syn-
chronization of privatization since the mid-1980s and thatof liberalization since the early 1990s. Despite this policy
synchronization, Bangladesh lags behind India quite substantially in economic growth. In the 1986–2010 period,
Bangladesh grew at 5 percent and India 6.5 percent on average. What is behind this growth differential is the focus of
this study. As this study finds, differences in capital formation appear to play the most crucial role in determining the
growth differential between the two countries. India exceeded Bangladesh in economic growth whenever India’s capi-
tal growth exceeded Bangladesh’s. Bangladesh had been ableto reduce the growth gap with India when Bangladesh’s
capital growth had exceeded India’s. Using the Solow model and the Cobb-Douglas production function, this study
suggests that Bangladesh has to increase capital formationto surpass or at least to catch up with India in growth.
Institutional indicators are an area where Bangladesh requires massive improvements. This comparative study has
policy implications for other emerging markets that aspireto grow fast but confront low capital formation barriers
and institutional bottlenecks.

1 Introduction
Economists have been interested in growth dynamics.
This interest has recently grown rapidly in South Asia,
a region that has emerged as a new growth zone of the
world. South Asian economies are not comparable when
it comes to Gross Domestic Product (GDP) levels, but
they are so when it comes to the first difference of GDP
— the output growth rate. India’s GDP, being more than
10 times larger than Bangladesh’s, never comes into com-
parison with Bangladesh’s output, but India’s growth rate
has always generated policy dialogue as a point of com-
parison with Bangladesh’s. Amartya Sen often compares
both countries with different rates and socio-economic in-
dicators (Dreze and Sen 2013, p. 45).

Bangladesh’s national budget and monetary policy
statements always mention India’s output growth rate and
inflation as a point of reference (see Budget 2013–2014,
MPS 2013). This comparison has become more relevant
in recent years when both India and Bangladesh have ap-
peared to be the two fastest growing economies of South
Asia. There are multiple reasons as to why they grew fast
simultaneously. They have numerous aspects in common
including geography, institutions, demography, and recent
policy synchronization on liberalization.

There are also concerns, particularly from the
Bangladesh side, over the fact that Bangladesh often lags
behind India in growth rates. The policymakers are aware
that the size effect is not necessarily the answer to this

puzzle. Had it been so, Taiwan could never grow faster
than China. Hence, real concerns remain, and this study
attempts to address them.

Comparative studies with growth between countries,
particularly between neighboring countries, have al-
ways drawn the attention of growth and development
economists. Despite differences in the size of the econ-
omy, population, and the level of development, a com-
parison in growth performance has always occupied a
niche in the economic literature. For example, Chow and
Lin (2002) compare the growth accounting between Tai-
wan and China. A similar comparative study between
Bangladesh and India is starkly absent. This work at-
tempts to address this intriguing vacuum.

Over the last decade, India outperformed Bangladesh
considerably: India’s average output growth was 7.69 per-
cent in the 2001–2010 period, whereas Bangladesh’s 5.82
percent created a growth differential of 1.87 percentage
point (WDI 2012). This gap, an amount equivalent to
the annual growth figure of many developed countries,
poses some concerns to Bangladesh and raises a num-
ber of questions: 1) What mainly causes this growth dif-
ferential to occur? 2) Is this growth gap between In-
dia and Bangladesh gradually augmenting? 3) How can
Bangladesh surpass or at least catch India in growth? De-
spite a number of papers on these South Asian neighbors,
no work has exclusively examined the dynamics of the
growth differential between Bangladesh and India, leav-
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ing an intriguing gap in this regard. This study fills that
gap by addressing the above-mentioned questions.

Bangladesh earned its independence in 1971 after a
devastating war with Pakistan, which destroyed the infras-
tructure of the country almost entirely. The initial years of
its capital formation displayed serious volatility and cre-
ated numerous statistical outliers as expected. The Mu-
jib administration, the first regime of Bangladesh, began
its journey with massive nationalization, centralized con-
trol, and socialist planning. The results of the economic
management, however, in the initial years were disturb-
ing mainly due to lack of capital and skilled manpower.
The rise of global commodity and energy prices due to
the first oil shock of 1973–1974 created hyperinflation in
the economy and hampered capital formation and output
to a great extent. The great famine of 1974 further fueled
the crisis already in place. Hence, capital formation in the
country was heavily disrupted.

With the end of the Mujib regime in 1975, the Zia
regime started the process of capitalist transition in the
form of encouraging privatization and development of a
market economy. The regime replaced the word, ‘so-
cialism’ with ‘economic and social justice’ in the Con-
stitution. Islam (2007) asserts that this ideological move
drove the capitalist economy towards privatization. The
declaration of the Industrial Investment Schedule in 1976,
the withdrawal of private investment ceiling in 1978, and
the promulgation of the Foreign Investment Act in 1980
are significant steps of capitalist transition during the Zia
regime. Ahmed and Sattar (2004) assert that Bangladesh’s
first phase of liberalization began in 1976 after the regime
change in 1975.

Although the liberalization process in Bangladesh is
still continuing, 1976 can be marked as the beginning of
a new era that gradually enabled market forces to operate.
Despite some changes in the regime since then, all subse-
quent governments remained committed to implementing
liberalization of the economy. Hence, most time series
studies on Bangladesh exclude the data of initial years not
only to extricate the effects of the controlled regime, but
also to avoid excessive outliers that may distort economet-
ric estimations (see Ahmed and Uddin 2009, Mamun and
Nath 2005, Paul 2012). This study examines the estima-
tion of growth variables in a relatively liberalized regime
of Bangladesh, and hence its all empirical exercises begin
in 1976 as well.

To investigate whether Bangladesh can grow faster
than India, this paper includes the basic concepts of the
Solow model and the Cobb-Douglas production function
(CDPF). Hence, the differences in capital, labor, and tech-
nology are expected to reflect the differences in output be-
tween Bangladesh and India. Time series data on the level
of technology, labor productivity, or effective labor are un-

available in Bangladesh. The Solow model argues that a
country’s output is mainly determined by its level of cap-
ital stock (Solow 1956). Thus, the variable of capital for-
mation becomes most relevant for examining growth dy-
namics. Capital formation is derived by subtracting capi-
tal stock of the previous year from that of the current year.
Thus, it is investment as well. Data on the growth rates
of Gross Domestic Product (GDP) and capital formation,
which begin in 1976 and end in 2010, were collected from
the World Development Indicators (WDI 2012).

To preview the results briefly, this work finds that
capital-formation growth affects GDP growth in a positive
fashion in both countries, as the theory suggests. But the
capital-growth differential between India and Bangladesh
does not exhibit a consistent pattern while affecting the
GDP-growth differential between them. India exceeded
Bangladesh in economic growth whenever India’s capi-
tal growth exceeded Bangladesh’s, but this is not exactly
true for Bangladesh. However, Bangladesh was able to
reduce the growth gap with India when its capital growth
exceeded India’s, suggesting that capital formation plays
a dominant role in determining the growth differential be-
tween these countries. Generalized impulse responses ex-
hibit a positive and significant effect of capital growth
on output growth in both countries. The answer to the
question of whether Bangladesh can outperform India in
output growth depends on how effectively Bangladesh
can develop the determinants of capital formation in its
economy. Bangladesh should address other institutional
factors such as education quality, technology, corruption,
openness, and finally business competitiveness, to accel-
erate its growth to surpass or at least to catch up with In-
dia. Investigation of the various determinants of capital
formation and institutional factors in these countries goes
beyond the scope of this paper, and hence is left for a fu-
ture exercise. This study has policy implications for other
emerging nations that confront low investment and insti-
tutional bottlenecks.

2 Literature Review
Comparative studies of economic performances between
economies have occupied considerable space in the liter-
ature. Different studies, however, follow different criteria
to select the countries. While most studies follow the re-
gional groups, some studies set different yardsticks. For
example, Rahman and Yusuf (2013) comprise a group of
7 economies for comparison based on population and the
level of development. Das and Paul (2011) make a group
of 12 Asian economies on the basis of growth rates. Here
I present a number of comparative studies on Asian and
South Asian countries in a chronological order.

In 1993, the World Bank published a policy research
report where it claimed that using a combination of pub-
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lic policy and facilitating a market economy some East
Asian countries have achieved growth rates which can be
termed as ‘miracles’ (WB 1993). In response, Krugman
(1994) argued that there is nothing special or miraculous
about the high growth rates in East Asia: they all resulted
from very high investment rates, suggesting that capital
formation is the main engine of growth.

Easterly (1994) picked the four Asian Tigers based
on almost 6 percent growth rates of output: Hong Kong,
South Korea, Singapore, and Taiwan. Although these
economies differ in size and population, they had several
things in common: they all performed above average in
the region in investment, education, financial depth, and
budget management.

A study by Bashir (2000) finds that agricultural capital
formation contributes to agricultural productivity growth
in India. This paper shows how capital formation helps
productivity although agriculture comprises almost one-
fifth of the Indian GDP. Siddiqui and Malik (2001) find
a nonlinear relationship between debt burden and growth
performance among three South Asian countries: India,
Pakistan, and Sri Lanka. Sinha and Macri (2001) make
a comparative study with 8 Asian countries. They, how-
ever, find a positive relationship between financial devel-
opment and economic growth only in 4 countries such as
India, Malaysia, Pakistan, and Sri Lanka. Some studies
(e.g. Mallik and Chowdhury 2001) show how economic
growth of Bangladesh and India exhibits a feedback ef-
fect, but a comparative growth study on these economies
along with the underlying capital formation is starkly ab-
sent.

In line with the Schumpeterian hypothesis, Habibul-
lah and Eng (2006) find how financial development pro-
motes growth in 13 Asian developing nations including
India and Bangladesh over the period 1990–1998. Bhan-
dari, Dhakal, Pradhan and Upadhyaya (2007) compare
South Asian countries on the basis of rates of privatization
and economic growth, and find a positive impact of eco-
nomic growth on savings. In a comparison between India
and Korea, Panagariya (2008, p. 123) shows how Korean
investment rates exceeded India and so did its economic
growth.

Working over the 1980–2002 period with South Asian
countries, Parida and Sahoo (2007) find a significant im-
pact of capital formation on economic growth. The sam-
ple, however, has only 22 years of data, and hence appears
to be inadequate. A study by Agrawal, Sahoo and Dash
(2009) reveals that income and access to banking institu-
tions determine savings in South Asian nations. Although
high saving does not necessarily mean high investment,
this study implies that output also affects capital forma-
tion through savings in South Asia.

Kurosaki (2010) compares three South Asian

economies: India, Pakistan, and Bangladesh and finds
how an improvement in aggregate land productivity
helped improve output growth in these countries. Hu-
sain (2010) compares Pakistan’s performance in growth
and development with India’s and asserts that Pakistan
can be compared with India in development indicators
and global competitiveness though these economies differ
in size and population. Bano, Kumarasinghe and Tang
(2011) make a comparative study with 14 Asia Pacific
countries and show how stock market returns and GDP
growth are linked. Working over the 1971–2009 period,
Das and Paul (2011) find a positive impact of openness
and growth in capital stock on output growth. They, nev-
ertheless, work with 12 top performing Asian economies,
whereas my study exclusively examines the comparative
growth performance of capital and output for India and
Bangladesh.

In a panel co-integration over the period of 1980–
2005, Sahoo and Dash (2012) take a group of variables
such as labor force, capital formation, international trade,
and human capital, and find their positive impact on out-
put in South Asia. Although this finding is useful for the
current study, their exercise with observations of only 25
years requires further estimation with a longer time pe-
riod.

Foreign Direct Investment (FDI) has often been per-
ceived as a significant factor of capital formation in India
and Bangladesh, particularly after liberalization. Hossain
and Hossain (2012), however, do not find any cointegra-
tion between FDI and GDP in both long and short run in
Bangladesh and India. This study, examining data over
the 1972–2008 period, raises a question on whether FDI-
driven capital formation contributes to output.

As we can see, there is no study that examines the
comparative growth performance of Bangladesh and In-
dia; hence the importance of this work.

3 Methodology
Economic growth in continuous fashion can be expressed
as:

gYt = ln(Yt/Yt−1)

gYt > 0, if Yt > Yt−1

(1)

where,gYt stands for economic growth,Yt is GDP at the
current year(t), andYt−1 denotes GDP of the previous
year (t − 1). The same expressions are applicable for
defining capital growth (gKt ):

gKt = ln(Kt/Kt−1)

gKt > 0, if Kt > Kt−1

(2)
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To examine the role of capital formation in output growth,
I engage the basic Solow model that focuses on four vari-
ables: output, capital, labor force (L), and the effective-
ness of labor or the productivity factor (A). The produc-
tion function takes the form:

Y (t) = F (K(t), A(t)L(t)) (3)

Here A and L enter multiplicatively. AL is referred to
as effective labor. Technological progress that enters in
this fashion is called labor-augmenting or Harrod Neutral
(Romer 2006, p. 9). Output changes over time only if in-
puts to production change. Ignoring the time subscript,
the behavior of output in response to its inputs can be de-
fined as:

∂Y

∂K
> 0

∂Y

∂(AL)
> 0

∂2Y

∂K2
< 0

∂2Y

∂(AK)2
< 0

(4)

This implies the positive impact of inputs on output with
diminishing marginal returns. To illustrate the basic func-
tioning of the Solow model, I adopt the Cobb-Douglas
Production Function (CDPF) as a specific example shown
below:

Yt = F (Kt, (AtLt))

=Kα

t (AtLt)
1−α,where 0 < α < 1

(5)

Taking natural log of both sides, we get:

lnY = α lnK + (1− α) lnL+ (1− α) lnA (6)

Total differentials of both sides give us:

d lnY = αd lnK + (1 − α)d lnL+ (1 − α)d lnA
(7)

Equation (7) can be expressed in the growth rates of out-
put, labor force, and technology as follows:

gYt = αgKt + (1− α)gLt + (1 − α)gAt (8)

A rearrangement gives us:

gYt = αgKt + (1− α)(gLt + gAt ) (9)

Now output grows as long as capital growth is positive,
but

gYt < gKt , because 0 < α < 1 (10)

This implies that if a country wants to grow fast, its capital
formation must grow at a faster rate than the desired rate
of GDP growth. Since this work wants to examine the ba-
sic forces behind the output differential between India and
Bangladesh, we can subtract equation (9) for Bangladesh
from a similar equation for India. Ignoring the time sub-
scripts for the time and replacing them with country nota-
tions, we get:

gYIND − gYBD = α(gKIND − gKBD)

+ (1− α)(gLIND − gLBD)

+ (1− α)(gAIND − gABD) (11)

Technological growth is computable as “Solow residual”
as long as data on capital formation and labor force are
available. In this study, while the data on capital forma-
tion are available over the entire sample 1976–2010, those
on labor force are not (WDI 2012). The labor force data
for both countries are missing until 1990, and the rest are
not adequate to provide us with standard econometric ex-
ercises. Hence, this work follows Solow (1956) and sub-
sequent studies that assumed technology and labor force
to be constant. Practically, this is not a strong assump-
tion mainly because of dealing with growth differentials
in technology and labor force, not growth rates per se.

Technological growth differentials between develop-
ing countries have always been negligible, and this is
more so between two neighboring countries like India and
Bangladesh. The labor-force growth rate in both countries
follows a similar pattern due to similar pattern of pop-
ulation growth and other demographic features between
these two neighbors. Hence, the differential in labor-force
growth rates becomes negligible, enabling us to drop the
last term on the right-hand side of equation (10). Thus,
we end up with:

gYIND − gYBD = α(gKIND − gKBD) (12)

Following equation (12), this work examines how capital-
growth differential between India and Bangladesh can ex-
plain GDP-growth differential between them. None of the
variables in this exercise is exogenous. Since theory sug-
gests that both GDP and capital growth have a feedback
effect, OLS estimations with them will not be a valid ap-
proach. To address this issue of endogeneity, VAR mod-
els are used in this regard to see their interactions. The
most basic form of a VAR treats all variables symmetri-
cally without making reference to the issue of dependence
or independence (Enders 2010, p. 272).

The results of VAR estimation are sensitive to the
lag length and the ordering of the variables. For deter-
mining the lag length, the most common procedure is to
estimate an unrestricted VAR with the variables, and to
use the Akaike information criterion (AIC) or Schwartz
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Bayesian criterion (SBC) to decide on the lag length (En-
ders 2010, p. 402). VAR results are sensitive to the or-
derings of the variables. There is no guideline on which
variable is to be put first in the order. However, the issue
with the ordering of the variables will be inapplicable in
this exercise since impulse responses will be generalized.
Pesaran and Shin (1998) first proposed the generalized
impulse response analysis for unrestricted VAR models.
Unlike the traditional impulse response analysis, their ap-
proach does not require orthogonalization of shocks and
is invariant to the ordering of variables in the VAR.

Sims, Stock and Watson (1990) argue that the goal
of a VAR analysis is to determine the interrelationships
among the variables, not to determine the parameter esti-
mates. As Enders (2010, p. 272) asserts, the impulse re-
sponse analysis can be helpful in understanding the inter-
relationships among economic variables and in the formu-
lation of a more structured economic model. As Hamil-
ton (1994, p. 291) asserts, impulse response functions are
used to summarize the dynamic relations between vari-
ables in a VAR.

Although this work examines Bangladesh’s growth
differential with India, the role of capital formation in eco-
nomic growth will be examined individually within each
country in the first place. Next the growth differentials of
capital and GDP will be used to justify the role of capital
in output growth for both countries.

4 Estimation and Analyses
The series of the growth rates of capital formation and
output are plotted in Figure 1 (WDI 2012). The series are
found to be stationary for both countries, as shown in Ta-
ble 1. Thus, they are ready for estimations in OLS or VAR
models. The top panel that plots the growth rates of GDP
and capital for Bangladesh does not show any consistent
pattern of relationship between capital growth and out-
put growth until the mid-1980s. The capital growth line
shows a drastic collapse until 1983. Bangladesh’s first
decade after independence experienced high volatility in
capital formation, which is likely for a war-ravaged coun-
try. The relationship between capital growth and GDP
growth appears to be positive since the mid-1980s. In con-
trast, the bottom panel of Figure 1, which depicts capital
and output growth for India, shows some degree of co-
movement between the variables.

Before the estimations begin, a table of comparative
growth statistics can be used for primary motivation. Ta-
ble 2 presents a summary of GDP-growth and capital-
growth differentials between India and Bangladesh over
different periods. A closer examination of the table will
substantiate the role of capital formation in output growth,
although there is no strong pattern of relationship, at least,

apparently. The upper part of the table makes periods
having a fixed endpoint at 2010. Except for the first
row of numbers, which defines the most turbulent pe-
riod of capital formation for Bangladesh, the rest three
rows show that Indian capital growth differential is on the
rise and so is its GDP growth differential. Over the last
decade of the sample, 2001–2010, India’s capital grew
faster than Bangladesh’s by a differential of 4.62 per-
cent. The corresponding output-growth differential of In-
dia over Bangladesh was close to 2 percent in the same
period.

The lower part of the table compares these differen-
tials over 5-year windows in a progressive fashion. One
pattern is obvious that India had output growth higher than
Bangladesh whenever India had exceeded Bangladesh in
capital growth, but that is not true for Bangladesh at least
up to the mid-1980s for reasons discussed earlier. Al-
though India had a lead in GDP growth over Bangladesh
in every period after the mid-1980s, the growth-gap de-
creased remarkably whenever Bangladesh outperformed
India in capital growth, suggesting that capital formation
has been a vital factor for Bangladesh to supersede or, at
least, to catch up with India in economic growth. VAR
estimations will substantiate this point to a great extent.

The upper two diagrams of Figure 2 present the case
with Bangladesh. They sketch the generalized responses
of one variable due to one standard deviation shock in the
other. Shocks are the exogenous impulses or the sudden
unexpected changes of a variable in an economy. While
the response of capital growth to output growth is insignif-
icant, the reverse is significant with a lag between one and
two years, suggesting that capital growth played a signif-
icant role in economic growth over the last 35 years in
Bangladesh. The results for India, as shown in the lower
panel of Figure 2, confirm the same finding as expected.
They show a significant impact of output growth on capi-
tal growth as well.

Since capital growth has a significant effect on out-
put growth in both countries, the answer to the ques-
tion on whether Bangladesh can grow faster than India
will depend on whether Bangladesh’s capital can grow
faster than India’s. The capital-growth differential be-
tween Bangladesh and India should be able to explain the
output-growth differential between them. Hence, I further
extend this study by including the estimations on both dif-
ferentials between two countries.

I derive the series of ‘IND-BD GDP-growth differen-
tial’ by subtracting Bangladesh’s GDP growth from In-
dia’s. The similar method is followed to derive the series
of ‘IND-BD capital-growth differential.’ The results ex-
hibit a considerable degree of co-movement most of the
time. The scatter plot along with the regression line vin-
dicates this pattern of co-movement. The correlation co-
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Table 1: Phiilips-Perron unit root tests with output growth and capital growth of Bangladesh and India: 1976–2010

In levels
Series

Model A Model B
Integration

Bangladesh:
GDP Growth -4.52 -6.79 I(0)

(0.00) (0.00)

Capital Growth -2.72 -2.68 I(0)
(0.08) (0.25)

India:
GDP Growth -5.40 -7.84 I(0)

(0.00) (0.00)

Capital Growth -6.55 -8.09 I(0)
(0.00) (0.00)

Differential Series:
GDP Growth -7.51 -8.41 I(0)

(0.00) (0.00)

Capital Growth -5.12 -6.38 I(0)
(0.00) (0.00)

Note: Model A includes intercept, and Model B includes both in-
tercept and trend. The null hypothesis states that the variable has
a unit root.p-values are shown in the parentheses under each ad-
justedt-statistic. The critical vales and details of the test presented
in Phillips and Perron (1988). The bold items under any model
is actual model as per the estimation results. Bangladesh’scapital
growth is stationary at the 10 percent level. Source: WDI (2012)

Table 2: Comparison of output growth and capital growth between Bangladesh and India: 1976–2010

GDP Growth Capital Growth

Periods Bangladesh India Differential Bangladesh India Differential

Fixed endpoint:
1976–2010 4.70 5.81 1.11 9.51 8.19 −1.32

1981–2010 4.78 6.24 1.46 7.79 8.19 0.40

1991–2010 5.31 6.58 1.27 7.95 8.75 0.80

2001–2010 5.82 7.69 1.87 7.43 12.05 4.62

5-year window:
1976–1980 4.21 3.23 −0.98 19.82 8.13 −11.69

1981–1985 3.72 5.16 1.44 8.05 3.76 −4.30

1986–1990 3.74 5.97 2.23 6.85 10.42 3.57

1991–1995 4.39 5.11 0.71 6.77 5.59 −0.82

1996–2000 5.21 5.84 0.63 10.18 4.94 −5.24

2001–2005 5.43 6.99 1.56 8.33 13.23 4.89

2006–2010 6.21 8.39 2.17 6.54 10.87 4.34

Note: The figures are averages of the period. First four periods have the fixed endpoints at 2010
while the starting point is moving forward. The periods under 5-year window divide the whole
sample into seven segments. Differentials are calculated by subtracting Bangladesh’s value from
India’s, suggesting that it would be optimal for Bangladeshto minimize the differential values.
Source: WDI (2012)
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Figure 1: Growth rates of capital formation and output for Bangladeshand India: 1976–2010



22 JOURNAL OF BANGLADESH STUDIES VOL. 15, NUM. 1 PAUL , B. P.

Figure 2: Response to generalized one S.D. innovation (shock)±2 S.E. in 10 years

efficient of these differential lines is highly positive, 0.39,
and significant at the 1 percent level.

An upward trend of these series is fairly visible in
Panel A of Figure 3 (WDI 2012). To examine this ob-
servation, trend estimation in OLS is used. GDP-growth
differential is regressed on trend, and capital-growth dif-
ferential is regressed on constant and trend. In both cases
the trend coefficient is significant at the 5 percent level.
The trend values are plotted in Panel C of Figure 3. Al-
though the trend term of GDP-growth differential is much
smaller than that of capital-growth differential, it implies
that Bangladesh is lagging behind India in output growth,
and the gap is slowly increasing over time. Bangladesh’s
distance with India is augmenting much faster in capital
growth than that in output growth in the long run. I ar-
gue that the rising capital-growth differential is eventu-
ally contributing to the slightly rising tendency of GDP-
growth differential, suggesting that faster capital forma-
tion is crucial for Bangladesh to catching India in the race
of economic growth.

Both the differential series are found to have station-
arity, as shown in Table 1. Thus, we can put them in a
VAR model to check the generalized impulse responses.
Figure 4 (WDI 2012) shows the results: they affect each
other. The positive effect is strongly significant in the
first year for both types of interaction. If Bangladesh out-
performs India in capital growth, Bangladesh’s economic
growth will be close to India’s, or it will outperform In-
dia’s growth. Thus, Bangladesh can exceed India in out-
put growth by enhancing its capital formation at a higher
rate than India. It implies that the factors affecting capital
formation must be improved in Bangladesh to make the
country grow faster than India.

5 Productivity and Institutional
Factors

Equation (6) in the methodology part lays out the role of
effective labor as well as capital formation in economic
growth. Not only is defining effective labor in quantita-
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Figure 3: Capital-growth and GDP-growth differentials: India and Bangladesh: 1976–2010
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Figure 4: Response to generalized one S.D. innovation (shock)±2 S.E. in 10 years
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tive research a problem, but time series data on this item
are also unavailable. Labor productivity and other insti-
tutional factors are likely to influence effective labor to a
great extent. While investment works as a necessary con-
dition to affect output differentials, productivity and insti-
tutional factors act as a sufficient condition in this case.
Unfortunately, time-series data on these items over the
sample 1976–2010 are conspicuously absent.

It is, however, not very difficult to show how
Bangladesh lags behind India in some vital institutional
indicators. A snapshot of institutional comparison be-
tween these countries, as shown in Table 3, portrays In-
dia’s advancement in human development, combating cor-
ruption, and liberalization. In the table, India’s lower
rankings than Bangladesh’s, which imply India’s better
positions in these institutional factors, have arguably fur-
ther contributed to India’s growth acceleration. In the
‘Doing Business Index,’ Bangladesh is slightly above In-
dia. I have also included the ‘Failed State Index’ because
it also considers the level of public services and human
rights, which affect institutions.

Although Sen (2013) observes that Bangladesh has
left India behind in many social indicators, particularly of
gender equality, these achievements have not done enough
to make Bangladesh supersede India in the overall human
development index. Bangladesh still belongs to the ‘Low
Human Development’ category, as calculated by UNDP,
while India belongs to the ‘Medium Human Develop-
ment’ group. Rahman and Yusuf (2013) identify factors
that inhibit growth spurts in Bangladesh: low levels of
human capital, poor infrastructure, market failures spe-
cific to individual industries, low levels of international
trade, corruption, and cumbersome regulations. Of these,
they argue, tackling infrastructure bottlenecks, promoting
trade, and carrying out regulatory reforms should be the
top priorities for the policymakers in Bangladesh.

In 1972, India’s GDP was almost 8 times bigger than
Bangladesh’s. In 1991, it became 9 times bigger — a
12.5 percent increase in the relative size in 20 years. In
2010, India’s GDP became almost 12 times bigger than
Bangladesh’s — a 33 percent increase in the relative size
in the last 20 years. This implies that despite starting at
the same time, India benefited more from liberalization
than Bangladesh. Put differently, India’s liberalization
has been faster than Bangladesh’s, as vindicated by the
indices of economic freedom and global competitiveness.
Over the last decade, Bangladesh mostly remained in the
lowest category of the economic freedom index, which
the HF (2013) termed as “Repressed.” India, in contrast,
stayed one level up, termed as “Mostly Unfree.” Even
some apparently closed African countries such as Ghana,
Libya, Zambia, and Gabon rank higher than BD in global
competitiveness.

As Mujeri and Sen (2003) observe, Bangladesh en-
tered a new era in 1990 when crisis-driven reforms began
to march. This era necessitated institutional changes more
remarkably than ever before. Rahman and Yusuf (2013)
mark 1990 as the beginning of economic acceleration due
to a remarkable turnaround in the growth of multifactor
productivity. Hence, institutional aspects played a role in
Bangladesh’s growth although data availability is still an
issue in this regard. Addressing these aspects of institu-
tions as well as investment is likely to propel Bangladesh
to catch up with or surpass India in economic growth.

6 Conclusion

While India and Bangladesh are the two fastest grow-
ing economies of South Asia, the growth differential of
Bangladesh with India is remarkable. It was 1.87 in per-
centage point over the last decade from 2001 to 2010.
Both countries share many commonalities such as geog-
raphy, institutions, demography, and recently policies on
liberalization. But the growth gap shows a little diver-
gent pattern on the trend, which is of serious concern
for Bangladesh. The main aspiration of this paper is to
find the answer to the question on whether Bangladesh
can surpass India in the race for growth. Working on
the 1976–2010 period, this paper finds that it is capital
formation that can mainly contribute to faster growth for
Bangladesh. Historically, India had higher output growth
than Bangladesh whenever India’s capital growth had ex-
ceeded Bangladesh’s. Although that was not always true
for Bangladesh, its output growth came much closer to
India whenever Bangladesh outperformed India in the
growth of capital formation. Bangladesh could minimize
its growth differential with India whenever Bangladesh
outperformed India in investment. Hence, Bangladesh has
to accelerate its investment at a much faster rate than India
to supersede or at least catch India in GDP growth.

Labor productivity and other institutional factors such
as combating corruption and opening up the economy are
other areas where India left Bangladesh behind in a re-
markable way. Addressing these aspects can arguably re-
inforce the quality enhancement of capital formation in
Bangladesh.

This work raises some additional questions such as: 1)
What are the main factors that contribute to faster capital
formation? 2) How to develop a time series on techno-
logical differences between these countries? 3) Why is
India’s growth higher than Bangladesh’s in some years
when India’s capital growth has not been higher than
Bangladesh’s in those years? These questions require fur-
ther investigation and hence are left on the agenda of fu-
ture study.
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Table 3: Comparison of institutional factors between India and Bangladesh

Indices: India Bangladesh Countries

Human Development Index(HDI) 2011 134 146 187
Corruption Perception Index(CPI) 2012 94 144 176
Economic Freedom Index (EFI) 2013 119 132 177
Global Competitiveness Index (GCI) 2013 59 118 144
Doing Business Index (DBI) 2013 132 129 185
Failed State Index (FSI) 2013 79 29 178

Note: The lower the ranking, the better the position, exceptfor FSI. The last column
shows the total number of countries the respective surveys included. Sources: UNDP
(n.d.) for HDI, TI (2012) for CPI, HF (2013) for EFI, WEF (2013) for GCI, IFC (n.d.)
for DBI, and FP (2013) for FSI.
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Abstract

The recent recession in the European Union (2012–13) adversely affected the export trade of a large number of
countries. However, the export performance of Bangladesh was relatively stable. This note provides evidence in
support of the hypothesis that one of the main reasons for thegood performance is the composition of the export
basket of the country that contains mostly manufactured consumer goods.

1 Introduction

A subprime mortgage crisis in the housing sector of the
United States in 2006–07 brought about a financial melt-
down, which in turn led to a deep recession in the west-
ern world during 2008–09. The USA recovered well from
that recession, but the European Union (EU) did not fare
as well; its recovery was both lukewarm and short-lived.1

It fell into another recessionary spell toward the beginning
of 2012, which is still continuing. However, the depth of
the current recession is much less severe than the previous
one; its economy shrank by 0.4 percent in 2012 (Figure 1).
It is expected to shrink a further 0.2 percent in 2013.2

Import of EU, being strongly related to the health of
the economy, decelerated with the decline in the GDP. The
growth rate of EU import had jumped from an abysmal 22
percent decline during the previous recession (2009) to a
whopping 24 percent growth in 2010. However, the im-
port growth rate decelerated to 13 percent in 2011 and to
less than 4 percent in 2012. But import actually fell there-
after, and during the first nine months of 2013 the value
of EU import declined by more than 5 percent of what it
was during the corresponding period of 2012.3

Since EU is the largest export market of the world,
a deceleration of EU income has a significant negative
impact on the export earnings of the rest of the world.
Forecasts for the EU economy are not encouraging. With
unemployment at record high levels and the economy ex-
pected to further shrink in 2013, it might take considerable
time to recover from the current economic crisis.4 Export
earnings of many of the major exporters to EU such as
Brazil, Canada, China, India, Japan and Australia fell in
2012 at varying rates (Figure 2). Indeed about half of the
exporters to EU suffered negative import growth in 2012.

With EU import actually falling, the outlook is not bright
for this year.

However, all the countries that export substantially to
EU-27 did not suffer equally during the recession. Some
countries actually enjoyed fairly robust growth in export
earnings from Europe during this period. Bangladesh is a
case in point. Its export to EU increased by about 7 per-
cent in 2012. This compares rather well to the large reduc-
tions in export suffered by major exporting countries such
as those shown above.5 A similar situation had also pre-
vailed during the global recession of 2008–09 when im-
port of most developed countries including both USA and
EU nosedived. Bangladesh experienced modest growth
of export to EU and USA, but the exporting giants of the
world experienced a sharp decline in their export revenue.

The reasons behind the relatively good export per-
formance of Bangladesh during the 2008–09 global re-
cession became a subject of much public controversy in
Bangladesh. This paper revisits the controversy and ex-
amines if the explanation advanced by Taslim (2010) for
the stable export performance is supported by the more
recent data on its export trade with EU which is currently
in a recession.

2 Theoretical Considerations and
Empirical Evidence

The surprisingly good export performance of Bangladesh
at the beginning of the 2008–09 global recession led
some people to hypothesize that consumers are compelled
to switch from more expensive to cheaper goods dur-
ing times of economic difficulties. Since Bangladesh ex-
ported mainly cheap basic goods, such as basic apparel
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Figure 1: Quarterly growth rates of import and GDP of EU

Figure 2: Growth of export to EU of major exporters
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items, it gained as the consumers in recession-hit western
countries switched to Bangladesh as a source of import of
cheaper goods.

Taslim (2010) took a critical view of this hypoth-
esis and attempted an alternative analysis of the rea-
sons behind the relatively stable export performance of
Bangladesh in the European and US market (which ac-
count for more than 85 percent of its total export) during
the global recession of 2008–09. He refuted the cheap
goods hypothesis above as being flawed and inconsistent
with data. He invoked the well-known theories of con-
sumption to advance the proposition that the secret be-
hind the stable export performance of Bangladesh lay in
the composition of its export basket and the nature of the
demand for different types of commodities.

The theories of consumption suggest that the demand
for consumer goods is determined by permanent or life
cycle income rather than the actual income (Ando and
Modiglianni 1963, Friedman 1957). However, the de-
mand for non-consumer goods such as raw materials, in-
termediate inputs and capital machinery are more directly
related to the current level of consumption, investment
and export, and hence, depends on current production or
income.

The permanent (or life cycle) income, being in the na-
ture of a trend, is typically less than the actual income
during economic booms when income is higher than its
normal level and greater than the actual income during
slumps when income is lower than normal. This implies
that permanent income fluctuates less than the actual in-
come. Consequently, the demand for consumer goods is
likely to fluctuate less than the current income, i.e. the
elasticity of demand for such goods with respect to ob-
served income will be relatively low. This is clearly borne
out by Figure 3 which shows (year-on-year) quarterly real
GDP and consumer expenditure growth in EU. The am-
plitude of fluctuations of growth of consumer spending is
far less than the variations in real GDP growth.

If there exists a stable relationship between the im-
ported and domestic components of a tradable good as
postulated by Armington (1969), then the import of con-
sumer goods such as apparels should fluctuate less than
the import of non-consumer goods such as iron and steel
since the demand for the latter, which are producer goods,
responds to current production or income.

Figure 4 shows the growth in EU import of goods by
broad economic category — consumer goods, interme-
diate goods and capital goods — during the last several
years. It is rather evident that import demand for con-
sumer goods has lower amplitude of fluctuations than that
of the non-consumer goods. Thus the pattern of import
demand of EU appears to be supportive of the contention
above.

This is also borne out by the pattern of EU import in
recent years. The Commodities whose imports have de-
clined most during the current recession (2012) are mostly
non-consumption goods. Table 1 shows the top-20 com-
modities (by HS code at 2-digit level) that suffered the
largest decline in import growth. It will be seen that only
2–3 of these HS codes could be said to represent consumer
goods. Significantly, the import of these commodities had
also suffered badly during the previous recession. How-
ever, during the intervening two years, when the economy
was out of recession, their import had bounced back very
robustly.

When the foregoing argument about the nature of the
demand for consumer and non-consumer goods holds, we
should find countries with a large share of consumption
goods in their export basket experiencing less severe fluc-
tuations in their export earnings over the business cycle.
Figure 5 below shows the scatter plot of the share of con-
sumption goods in total export basket of 159 countries
against the fluctuations of the growth of their exports,
as measured by the standard deviations of their export
growth during 1999–2012. There is a pronounced neg-
ative relationship between the two variables. The slope
coefficient of the regression line fitted to the data is neg-
ative and highly significant. It suggests that 1 percent in-
crease in the share of consumer goods in the export basket
reduces export instability by 0.25 percent.

The analysis above clearly suggests that countries
with export baskets dominated by consumer goods will
be relatively stable while those comprising mostly non-
consumption goods or producer goods will suffer from
greater instability. We suggest herein lies the main reason
for the relatively stable performance of the export sector
of Bangladesh.

The composition of the export basket of Bangladesh
is shown in Figure 6. Almost 98 percent of the export
of Bangladesh to EU comprises consumer goods. Most
of these are manufactured goods such as apparels. This
particular characteristic of the composition of the export
basket of the country implies, according the hypothesis
mentioned above, that its export will suffer less during a
recession than the export of a country that sells overseas
mostly non-consumption goods. Thus, the composition
of the export basket of Bangladesh can be said to be one
of the main driver of its relatively good performance in
exporting to EU during the last as well as the current eco-
nomic slumps in Europe.

A large part of the export products of important trad-
ing nations of the world such as China, Australia and
Japan etc. are non-consumption goods (see Table 2). As
explained above, the demand for such goods tends to fluc-
tuate with the current state of the economy. Hence, the ex-
ports of most of these countries to EU suffered relatively
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Table 1: EU import growth by 2-Digit HS Code, 2008–2012

HS Code Product 2009 2010 2011 2012
(%) (%) (%) (%)

79 Tin and articles thereof −46 87 33 −26
52 Cotton −21 33 22 −23
72 Iron and steel −61 58 30 −23
78 Zinc and articles thereof −37 87 −5 −21
75 Nickel and articles thereof −54 107 10 −19

18 Cocoa and cocoa preparations 17 14 9−15
51 Wool, fine or coarse animal hair −38 49 36 −14
66 Umbrellas, walking-sticks −12 19 11 −13

88
Ships, boats and
Floating structures

9 60 −37 −13

40 Rubber and articles thereof −28 47 33 −12
77 Lead and articles thereof −38 56 11 −12
74 Copper and articles thereof −42 57 22 −11
26 Ores, slag and ash −46 85 20 −11
55 Man-made staple fibers −21 30 20 −10

25
Salt; sulpher; earths and
stone; lime and cement

−44 32 15 −10

76 Aluminum and articles thereof −41 56 18 −9

48
Paper and paperboard;
Articles of paper pulp

−8 11 2 −9

94 Toys, games and sports requisites;
Parts and accessories thereof

−15 4 −1 −9

17 Sugars and sugar confectionery −13 0 66 −8

63
Other made-up textile articles; sets;
worn textile articles; rags

−5 17 10 −8

Source:Eurostat

Table 2: The share of consumer goods in total export to EU

Country 2009 2010 2011 2012

Bangladesh 98 97 97 98

Japan 8 7 7 7

China 39 34 34 34

India 39 33 31 30

Australia 16 12 10 10

Brazil 17 13 12 12

Canada 10 9 8 8

Source:Eurostat
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Figure 3: Quarterly growth rates of consumption and GDP of EU

Figure 4: Growth rates of import of EU by broad economic category

more during the recession as shown in Table 1.

3 Competitive Strength
While the predominance of consumption goods, espe-
cially apparels, in the export basket explains the rela-
tive stability of export earnings of Bangladesh over the
business cycles, it does not fully explain why it has out-
performed many other countries including the major ex-
porters of apparels to EU over a fairly long period. Obvi-
ously other factors were at play.

Since nearly nine-tenths of the total export of
Bangladesh to EU comprise clothing items (HS61 and
HS62), the growth of total export of Bangladesh closely
follows the growth of apparel export. The export of ap-

parel, a consumer good, withstood the EU recession well,
and hence, the growth of total export was also fairly ro-
bust.An important feature of the time trend of apparel im-
port of EU from Bangladesh and the rest of the world is
that the share of Bangladeshi apparel in total EU apparel
import has been increasing steadily over a long period.
But the rate of increase accelerated sharply since 2007.
The share was 7.6 percent of the total EU apparel im-
port from the rest of the world in 2007, but by 2012 it
jumped to 12.7 percent. Bangladesh is now the second
largest source of apparel import of EU behind China.5

Such a feat required that apparel export of Bangladesh
grow considerably faster than the growth of EU import of
apparels. This was indeed the case. Apparel export of
Bangladesh to EU far exceeded the growth of EU apparel
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Figure 5: Relationship between the variability of export growth and the share of consumer goods in total export to
EU by country, 2012

Figure 6: Composition of export of Bangladesh to EU, 2012
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import during each of the last five years. Since the reces-
sion of 2008–09 Bangladesh apparel exporters also out-
performed most other competing exporters, especially the
major competing exporters such as China, Turkey, India,
Vietnam and Pakistan.

The competitive strength of Bangladeshi apparel ex-
porters derives from the innovativeness of the domestic
entrepreneurs, duty-free access to developed country mar-
kets (except the USA), and most importantly an abundant
supply of cheap labor, which allow the exporters to of-
fer prices for apparel products much cheaper than that
offered by the exporters of competitor countries.6 Sev-
eral surveys have found the labor cost to be the lowest
in Bangladesh even in comparison to other least devel-
oped countries such as Cambodia. According toEurostat
data, the cost to EU of import of apparel per kilogram is
the lowest when sourced from Bangladesh. The compet-
itiveness of the apparel industry of Bangladesh and the
composition of the export basket worked together to keep
the export earnings of the country buoyant during the re-
cessions.

4 Concluding Remarks

The preponderance of consumption goods in the export
basket of Bangladesh works as an automatic stabilizer in
reducing the fluctuations of its export earnings. By devel-
oping an export sector specializing in basic manufactured
consumer goods over the last three decades, Bangladesh
has largely avoided instability of export earnings that
characterized so many less developed countries which
exported mostly agricultural and mineral products.7 A
steadily increasing export income (as well as remittances)
has enabled the country to maintain a positive current
account balance over almost a decade, which led to the
build-up of a comfortable international reserve position.
The other side of this story is that the exports of countries
with a large share of non-consumption goods in the total
export basket is likely to bounce back strongly when the
EU economy recovers whereas Bangladesh will experi-
ence a slower increase in the growth of its export earnings
due to the very same reasons that prevented a large fall in
it during the recessions.
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Endnotes
Throughout this paper EU refers to the 27 countries in the
European Union, i.e. EU-27 inEurostat.

1. UNCTAD (2013), p.1–2.
2. Since December 2012, EU import decreased every

month year-on-year.
3. http://business.time.com/2013/05/03/eu-predicts-

eurozone-recession-to-continue-in-2013/; (IMF
2013).

4. EU import payments increased by 3.7 percent in
2012, but import volume declined by 12.8 percent.

5. Eurostat.
6. See Taslim and Haque (2010) for more on this is-

sue.
7. See Kenen and Voivadis (1972), MacBean (1966).
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Abstract

The TV medium has experienced unprecedented expansion in Bangladesh in the past several years. Given its
popularity and influence, and with more people getting theirinformation from this medium, there is very little research
regarding perceptions of TV news in the country. In this descriptive study, we examine the perceived credibility
of TV news, as well as related constructs including the independence of TV news, its objectivity, its social role,
and expertise, all of which influence credibility perceptions of the audience. Using factor analysis and descriptive
statistics, we establish perceptual benchmarks, especially concerning the role of television news programs. Policy
implications are discussed so that TV news can play a more important role in Bangladesh by promoting greater civic
awareness and building democratic processes, instead of being driven solely by special interest coteries.

1 Introduction
Television has become the most global, as well as na-
tional form of all media, transcending linguistic and geo-
graphical barriers.In South Asia, the audio-visual market
is one of the world’s biggest and most promising (Thussu
2007). In Bangladesh, particularly, the seventh most pop-
ulous country in the world, with an estimated population
of around 159 million people, there has been a phenom-
enal growth of the TV medium with impressive advance-
ments (Reza 2012).

The number of television viewers has jumped to more
than 40 million, a significant number for a country with
per capita GNP equivalent to $840 in the period 2009–
2013 (World Bank 2014). The growth in TV viewership
is largely driven by satellite television. This trend in ca-
ble and satellite viewing is on the increase after the Gov-
ernment of Bangladesh (GOB) permitted the operation of
private satellite TV channels in 1997, when massive in-
vestments began to flow into this sector facilitated by the
dominant political and commercial elites of the country.
The number of television channels as of today is 43 (Pro-
thom Alo 2013) with additional private satellite TV chan-
nels preparing to join the airwaves in the near future.

Concurrently, the reach of radio programs has begun
to decline substantially. From available studies it is clear
that listeners of radio programs have decreased sharply
from 42% to 24% in the period 1998–2002. In the same

period, TV viewership increased from 42% to 61%. Ac-
cording to the National Media and Demographic Survey,
TV now reaches 70% of the population (Hasan 2010).

With such rapid growth of TV viewership, it may be
argued that, within a decade, television has altered the me-
dia industry in Bangladesh. It has also changed the habits
of how the audience gathers information and engages with
daily news. On this matter Bourdieu (1998) opines, “Tele-
vision enjoys a de facto monopoly on what goes into the
heads of a significant part of the population and what they
think.” Bourdieu here talks about French television’s in-
fluence where a high proportion of the population relies on
television as their daily news source. Similarly, in other
West European countries and in North America, television
sets the agenda for political and cultural debates and influ-
ences other social fields such as politics and economics
(Benson 1999). In Bangladesh, too, the dominant role
that television has begun to play has far reaching conse-
quences for the evolution of society because of its pur-
ported ability to shape minds and public thinking.

It is in this context that this study was designed: to
determine how credible the TV news media is to its audi-
ence. In addition we examine related constructs including
the independence of TV news, its objectivity, its social
role, and expertise, all of which influence credibility per-
ceptions of the audience.
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2 Background
As a political agency (Corner 1999), television is often
regarded as a window to the world. However, during pe-
riods of crises its potential to become a source of facts
can be compromised not just by the nature of the medium
itself, but also by the curtain of darkness which a govern-
ment or some special interest group can draw across it,
institutional exigencies and self-censorship behaviors.

Television theorist Whittaker (2008) indicates, “Al-
though TV news had its moments of glittering success,
over the last few decades the credibility of TV news in
general has declined. TV news no longer reflects pub-
lic interest programming the way it once was. It is now
a moneymaking endeavor driven by ratings.” Since rat-
ing points translate into profits, maximizing audience size
has recently been a significant driving force behind most
TV news. This has resulted in a shift away from stories
which have social and political significance to stories that
are “more engaging” to viewers. With the popularity of
tabloid TV shows, news values are being distorted. If one
reads the signs carefully, TV news in Bangladesh may, in
all likelihood, go down a similar path.

The political involvement of the owners of TV chan-
nels, by reigning in the independence of TV news, has
had an especially important effect on TV news credibility,
often engaging in a crass display of commercialism. In
one prime time news slot, for example, 20 minutes were
devoted to advertisements out of the total available slot of
47 minutes. Such displays include “Eastern Bank break,”
“Citycell News” “Green Delta Insurance Business News”
and “National Financial News.” (Haq 2011).

Since the Government of Bangladesh permitted pri-
vate satellite TV channels a decade ago, its systematic
domination by political and commercial elites has led to
a ‘clientalism’ relationship (Haq 2011) that has hurt inde-
pendent and objective reporting. Such relationships have
also been noted by Hallin and Mancini (2004).

The media’s increasing association with big business
(Curran 2002, Haq 2011), the targeting of viewership, and
the growth of the advertising sector has stimulated a new
phenomenon: ‘market-oriented journalism.’ According to
Beam (1998), during the last decade, newspapers have
adopted a stronger market-orientation, concentrating on
two customer groups — advertisers and readers — find-
ing ways to meet their wants and needs. Market-oriented
journalism tends to generate news that is simplified, per-
sonalized, and decontextualized. It stresses action rather
than process, visualization rather than abstraction, and
is stereotypical rather than reflecting human complexity
(Curran 2000, pp. 128-129).

Critics feel that such journalism downplays serious
and objective content in favor of frivolous, entertaining

information and that it fails to live up to social obliga-
tions by disseminating public-affairs information essen-
tial to democratization and civic participation in affairsof
statecraft. This is apparently intended. As Newton (2003)
suggests, the media has assumed new roles — one is to
depoliticize people and the other is to create a consumer
culture for the capitalist system to flourish. McChesney
(2001) is in accord with this view, asserting that a capi-
talist society works most efficiently when the bulk of the
population is depoliticized.

Market-oriented journalism thus works closely with
the collaboration of political and business elites and with
state-disciplined news sources. Therefore “private, corpo-
rate media and governments are far better seen as partners,
and both far more adept at serving those who sit atop the
social pyramid than those who are found closer to the bot-
tom” (McChesney and Schiller 2003).

In Bangladesh, this partnership has not only formed an
elite-bias but has also created a rift between the actual role
of television channels and the role it could play in a pro-
gressive society. Research suggests that corporate-media
partnership trends have influenced the content and process
of news production (Rahman 2007). Khan (2007a) and
Ferdous (2007) argue that the trend towards commercial-
ization in news production has undercut the independence
and impartiality of the media. Ferdous (2009) also argues
that mass media in Bangladesh is more like a class media,
and additionally that it is a male media. Rahman (2009)
found that among 1,653 reporting assignments of a lead-
ing television channel in Bangladesh, 68 per cent were
biased in favor of the government and of a market-driven
agenda, whereas only 16 percent of the assignments were
related to the public good. Such market-driven trends may
be affecting the objectivity and impartiality/independence
of news directly and indirectly and could result in a loss
of credibility.

Moreover, even scholarly articles depict, “... a grow-
ing trend in yellow journalism over the years ... to contem-
plate plans to introduce new law to target yellow journal-
ism because of newspapers and television and radio chan-
nels that are making false and misleading news to tarnish
the image of ministers, lawmakers, the government and
the country are in fact doing yellow journalism.” (Alam
2012, p. 5).

Given the proclivity of the media to bend the truth, as
gleaned from the above discussion, The Bangladesh Press
Council (BPC) Act of 1974 entrusted the BPC with re-
sponsibility for devising a code of conduct for maintain-
ing high professional standards. That provision is articu-
lated in Article 12(1) of the BPC Act (Alam 2012):

“Where, on receipt of a complaint made to it
or otherwise, the Council has reason to be-
lieve that a newspaper or news agency has
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offended against the standard of journalistic
ethics or public taste or that an editor or a
working journalist has committed any profes-
sional misconduct or a breach of the code of
journalistic ethics, the Council maywarn, ad-
monish or censure the newspaper, the news
agency, the editor or the journalist, as the case
may be.”

Given this scenario, this study is expected to make an
important contribution by examining the perceived credi-
bility of the news media in Bangladesh from the perspec-
tives of its largest constituency: the audience. Our focus
is on TV news. In addition, this study is also designed to
establish a benchmark of public perceptions of TV news.

3 The Constructs in the Study
Credibility is considered to be a valid reflection of reality.
What makes credibility a focal point of mass communi-
cation is that it can be considered as an index of the ef-
fectiveness of media. As Golan (2010, p. 3) notes, “The
mass media serves as an important forum in which jour-
nalists, public relations professionals, advertising practi-
tioners, politicians, and issue advocates (as well as many
others) try to educate, inform, persuade, and influence me-
dia audiences.” In order for the senders to achieve these
goals, it is very important that the receivers believe the
message. Public perceptions of credibility of the media
can shape their behaviors: from political orientation and
voting patterns to social motivations, resource allocation
decisions, and consumption styles. For those involved
with the media industry, credibility can spell the differ-
ence between success and failure.

Credibility is defined as a valid reflection of reality.
Trustworthiness is an integral component of credibility
(Barlow and Bakir 2007, McQuail 2005, Waisbord 2006).
For Waisbord (2006), trust is a relational process between
journalists and audiences. It is also a result of the pact
or contract between news producers and consumers. De-
pendability was also introduced as a measure of credibil-
ity in view of the idea that, “Trust indicates a positive
belief about the perceived reliability of, dependability of,
and confidence in a person, object, or process” (Tseng and
Fogg 1999). A third measure used directly was credibil-
ity itself, the focus of the study. Finally, we included a
measure, recommendation, because when a person finds a
source credible, (s)he would feel confident to recommend
it. See Table 3 for the measures of credibility and other
constructs.

Independence of TV news is defined as a TV channel’s
freedom from influence of various stakeholders; it is oper-
ationalized as being free from political bias, from owners’

influence, from the interest of its shareholder/partner and
having reporters who are not politically motivated.

The social role of TV news is defined as the role that
raises awareness and social consciousness of the viewers
and is operationalized in terms of TV news playing an im-
portant role in improving society; contributing to solving
political, social and economic problems; building aware-
ness of the dominant issues; and campaigning for the right
social causes.

Objectivity is difficult to define in simple terms, but
is linked to our operationalization in terms of presenting
facts, precise information, in-depth information, and in-
formation from reliable source. If TV news presents the
facts as it is rather than being biased, provides precise
rather than unclear and inaccurate information, and re-
flects in-depth and investigative information from reliable
source, it will be perceived as credible to the audience.

Expertise is defined as skill or knowledge in a par-
ticular field (TV news reporting) and was operationalized
as skilled reporting, with TV news providing immediate
information and regular updates to an evolving situation,
and doing so expertly.

4 Research Method

The research method is described next which involved
conducting secondary research, questionnaire design and
pre-testing, sampling, and data collection.

4.1 Secondary Research

Research on source credibility in Bangladesh is scant.
Thus, insights were obtained from research conducted in
other countries to assess the characteristics of the selected
constructs. Adjustments appropriate for Bangladesh were
made subsequently. The findings are expected to improve
the perceived credibility of TV news in the country, with
its informational, developmental, and entertainment im-
plications.

4.2 Questionnaire Design and Pre-testing

A preliminary questionnaire was first developed in En-
glish, based on the literature review, as well as in-depth
interviews of the TV news audience. It was constructed
using 7-point Likert scales and then translated into Ben-
gali (the local language) and retranslated for clarity, con-
ciseness and ease of communication. The wording, for-
mat, and length of the questionnaire were adjusted after
it was pre-tested on a small set of randomly selected re-
spondents.
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4.3 Sampling and Data Collection
Bangladesh is a densely populated country. People
from every part of the country and from different socio-
economic segments (education, income, profession, etc.)
live in Dhaka City that had a population of roughly
12.6 million in 2005 with a growth rate of 3.2%
(http://web.worldbank.org). Thus, the residents of Dhaka
City were deemed as fairly representative of the nation,
serving as the target population for our study.

To select a representative sample, multistage cluster-
sampling was used. The city was divided into several
clusters according to the Dhaka Chamber of Commerce’s
allocation of different police stations (or Thanas). From
these clusters, ten police stations were selected randomly.
The entire area under each police station was consid-
ered as a cluster. From each cluster, one ward (the next
level of administration) was selected randomly and from
each ward, thirty households were selected randomly. Re-
sponses were solicited from the head of the household.
In their absence, the next available adult person was se-
lected as a replacement. There was no attempt to identify
the respondents, who were guaranteed anonymity. In so
doing, respondents would feel freer to provide unbiased
responses. According to research protocol, respondents
were offered the option to withdraw from the study at any
point.

Data were collected from 300 respondents via face-
to-face interviews. Prior to the interview, the field staff
explained the study and asked the interviewee to self-
administer the questionnaire; occasionally, the interview-
ers filled out the questionnaire based on respondents’ ver-
bal responses.

4.4 Analysis
Factor analysis (a data reduction technique) using princi-
pal components analysis with varimax rotation was con-
ducted first to group the variables measuring the four main
constructs of the conceptual model - independence, social
role, objectivity, and source expertise. A final factor struc-
ture was retained consisting of 16 items and four factors
that were easy to interpret and that explained 58% of the
cumulative variation (see Table 1). Credibility was as-
sessed separately and resulted in a four-item construct.

5 Results
Reliability of each factor was assessed using Cronbach’s.
To be reliable, the value of ought to equal or exceed the
value of 0.7 (Nunnally 1978). Only one factor had a value
slightly less than 0.7 (see Table 2). Frequency analysis
was performed next to obtain measures of central ten-
dency, variation, and distribution values, shown in Ta-
bles 2 and 3.

5.1 Composite Scales
Overall credibility, after combining the four scale items
and measured on a 7-point scale, obtained a mean score
of 5.45 (s=1.16). Similarly, independence had a mean of
3.23 (s=1.58); social role had a mean of 5.90 (s=1.01), ob-
jectivity had a mean of 5.28 (s= 1.03), and source exper-
tise had a mean of 5.55 (s=2.08). Overall, TV news earned
favorable ratings on all the composite measures except for
independence, which had the lowest mean and the greatest
variation.

Next each factor was broken down into its component
items to examine both central tendencies and frequency
distributions to gain additional insights. The findings are
presented in Table 3.

5.2 Perceptions of TV News Credibility in
Bangladesh

Credibility was measured using four items: dependability,
trustworthiness, credibility and recommendations. The
respondents offered varied opinions on each of these com-
ponents (Table 4 and Figure 1). Only 53.4% of the respon-
dents expressed that they find TV news in Bangladesh
highly dependable (scores of 5 and 6). In terms of trust-
worthiness, 58.2% of the respondents showed a high level
of trust regarding TV news in Bangladesh. Similar dis-
tributions are evident in terms of credibility (55%) and
recommendations (58%).

5.3 Perception of Independence of TV News
Independence of news is an important factor influencing
audience perceptions of TV news credibility and was mea-
sured using four items: owner’s influence, serving the in-
terests of shareholders, political bias and reporters’ politi-
cal motivations. The mean scores and standard deviations
of the individual items are shown in Table 3. It is clear
that each item was rated below the mid-point value of
4: Owner’s influence, serving the interests of sharehold-
ers, political bias and reporter’s political motivation have
mean scores 3.03, 3.31, 3.06 and 3.49 respectively, which
reflects that TV news is not perceived as independent.

Respondents indicated the relative lack of freedom of
TV news from owners’ influence, while serving the inter-
ests of shareholders. Since many TV channels are owned
by the politically influential, respondents seem to believe
that some political bias creeps into TV news and may also
influence hiring patterns since news reporters also are not
free of political bias.

From the distribution of responses (Table 5 and Fig-
ure 2), 48% of the respondents (with scores of 1 and 2
on the 7-point scale) seem to believe quite firmly that TV
news is not free from owner’s influence. A similar per-
centage (47.3%) of people thinks that TV news is not free
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Table 1: Factor analysis results: Rotated Component Matrix

Component

Measures Independence Social Role Objectivity Expertise

News of the TV channel is free
from its owners’ influence.

0.843 −0.015 0.128 0.062

The TV channel’s news serves the
interests of its shareholders/partners.

0.817 −0.067 0.092 0.026

TV news presented by the news channel.
is free from political bias.

0.738 0.075 0.140 0.004

TV news reporters are
not politically motivated.

0.698 −0.061 0.091 0.244

TV channel’s news plays an important
role in improving society.

0.037 0.824 0.028 0.089

TV news builds awareness
on the dominant issues.

−0.087 0.814 0.102 0.171

TV news contributes to solving political,
social, economic problems.

−0.053 0.771 0.120 0.060

TV news campaigns the
right social causes.

0.041 0.602 0.146 0.202

TV channel’s news presents information
from reliable sources

0.118 0.045 0.803 0.039

TV channel’s news provides
precise information.

0.273 0.110 0.736 0.188

TV channel’s news
presents facts.

0.037 0.132 0.666 0.074

TV channel’s news presents
in-depth information.

0.099 0.143 0.542 0.392

TV channel’s news provides regular
updates to an evolving situation.

−0.045 0.128 0.064 0.750

TV channel’s news provides
immediate information.

0.057 0.159 0.037 0.731

TV channel’s news reporters
are expert in reporting.

0.224 0.119 0.194 0.633

TV channel’s news presents
skilled reporting.

0.141 0.114 0.359 0.507

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 5 iterations.
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Table 2: Descriptive statistics on composite variables

Constructs N Mean Std. Deviation Reliability Alpha

Credibility 300 5.45 1.16 0.86

Independence 300 3.23 1.58 0.84

Social Role 300 5.90 1.01 0.77

Objectivity 300 5.16 1.10 0.74

Expertise 300 5.55 1.08 0.68

Table 3: Central tendency and dispersion: individual items

Constructs StandardMeasures N Mean
Deviation

Credibility I can depend on the information provided
by the news of that TV channel.

296 5.40 1.36

I think the news provided by the TV
channel is trustworthy.

297 5.51 1.30

I think the TV channel’s news is credible. 297 5.46 1.29

I would recommend others to watch
the news of this TV channel.

285 5.46 1.58

Independence News of the TV channel is free
from its owners influence.

288 3.03 1.96

The TV channel’s news serves the interests
of its shareholders/partners.

260 3.31 1.88

TV news presented by the news channel
is free from political bias.

294 3.06 1.97

TV news reporters are not politically motivated. 296 3.49 2.04

Social Role TV channel’s news plays an important role in
improving society.

295 6.12 1.23

TV news builds awareness on the dominant issues.295 6.06 1.21

TV news contributes to solving political, social
and economic problems. 297 5.75 1.37

TV news campaigns the right social causes. 293 5.65 1.43

Objectivity TV channel’s news presents information
from reliable sources.

290 5.17 1.42

TV channel’s news provides precise information. 298 5.04 1.57

TV channel’s news presents facts. 293 5.40 1.31

TV channel’s news presents in-depth information. 296 5.04 1.55

Expertise TV channel’s news provides regular updates to an
evolving situation.

291 5.56 1.55

TV channel’s news provides immediate information.296 5.75 1.55

TV channel’s news reporters are expert in reporting.295 5.38 1.47

TV channel’s news presents skilled reporting. 290 5.50 1.41
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Table 4: Distribution of ratings on credibility

Credibility

Likert Scale

1 2 3 4 5 6 7
Total (%)

I can depend on the
information provided by the 1.7 2.0 4.4 14.9 23.6 30.4 23.0 100
news of that TV channel.

I think the news
provided by the TV 1.3 1.7 3.4 14.1 21.2 34.3 23.9 100
channel is trustworthy.

I think the TV channel’s
news is credible

1.7 0.7 3.7 15.5 23.9 31.0 23.6 100

I would recommend
others to watch the news 5.3 0.4 3.9 14.0 18.2 26.7 31.6 100
of this TV channel.

Figure 1: Bar chart of distribution of ratings on credibility
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from political bias. It is also of some concern that only
37% of the respondents disagree rather strongly that the
reporters are “not” politically motivated, and only 38%
think that TV news does not serve corporate interests.

5.4 Perception of Social Role of TV News

The average scores on the individual elements of social
role of TV news in Bangladesh are particularly insight-
ful. On whether TV news plays an important role in im-
proving society, the mean score was 6.12 (Table 3). Mean
score on building awareness of the dominant issues was
6.06, on providing solutions to political, social and eco-
nomic problem was 5.75, and on social campaigns, the
mean was 5.65. The social role of TV news is very posi-
tive in the eyes of the Bangladeshi audience.

The mean scores on the elements of the social role fac-
tor reflect higher scores than the measures of the other fac-
tors. Table 6 and Figure 3 show that around 78% of the
respondents (with scores of 6 and 7 on the 7-point scales)
think that the TV news channels are playing an impor-
tant role in improving society. On providing solutions to
social, economic and political challenges, 64.7% believe
that the TV news plays an important role. Also, around
75% feel that TV news builds awareness on dominant is-
sues, while only 63% feel that TV news champions the
right social causes. These are insightful results that merit
further discussion.

5.5 Perception of Objectivity of TV News

Objectivity of TV news is a combination of presenting
facts, precisely, and in-depth, while drawing upon reli-
able sources. These elements do not differ greatly in their
mean scores (see Table 3), reflecting a consistent rating
pattern. Regarding presentation of news facts the mean
score was 5.40. Both preciseness of news and in-depth
coverage obtained a mean score of 5.04, while reliability
of the news had a mean of 5.17. Each of the elements has
scope for improvement.

From the frequency distributions (Table 7 and Fig-
ure 4), it was found that 50.9% of the respondents believe
that TV news presents facts (with scores of 6 and 7 on the
7-point scales) while 45% considers that the information
was precise or accurate. Regarding the in-depth quality of
the news 43.9% of the respondents felt the news provided
in-depth coverage. On reliability, 46.5% felt the news to
come from reliable sources.

The distribution of the scores illustrates audience
perceptions of each element of news objectivity in
Bangladesh more vividly. Though the ratings are rela-
tively high, yet roughly 20% of the audience is absolutely
satisfied with the objectivity of the TV news. Clearly, TV
channels need to present more objective news to improve

audience perceptions of objectivity and thus news credi-
bility.

5.6 Perception of Source Expertise
In the context of Bangladesh, source expertise was re-
flected on four items: immediacy of information in the
news, regular updates on an evolving situation, expert re-
porting, and skilled presentation. The respondents pro-
vided a mean score of 5.56 on regular updates of the
TV news, which indicates that the news updates could be
more frequent. Almost similar ratings were obtained on
immediacy of information (5.75), expertise in reporting
(5.38), and skilled reporting (5.50). These average scores
suggest that there is room to develop further in the area of
source expertise and its elements.

The distribution of the responses indicate (Table 8 and
Figure 5) that about 41% of the respondents feel that the
level of reporting skill needs to be raised, while about 49%
feel the reporters’ expertise could be improved (scoring
1–5 on the 7-point scale). Also, about 43.7% of the re-
spondents believe that TV news needs to provide more
immediate information, while 37.4% of the respondents
feel that there is a need for more regular updates. On these
items, reporting efficacy of TV news does not seem to be
very satisfactory.

From Figure 5, while the immediacy of TV news ap-
pears to be in better shape than the other elements of the
source expertise, it is evident that three of them can be
improved further, that can affect the overall credibility of
TV news in Bangladesh positively.

6 Conclusions
Television is the most popular medium in Bangladesh to-
day; it is also potentially the most useful vehicle for car-
rying important messages to the masses. Despite having a
plethora of TV channels, there is a clear dearth of studies
that address the issue of their credibility and related fac-
tors. In fact, research on media and journalism has proba-
bly been one of the most neglected areas in Bangladesh.

While accessibility and utilization of TV as sources of
information have increased markedly, people do not trust
or believe everything the TV medium presents. Thus cred-
ibility remains a challenging issue for democratic pro-
cesses such as formation of public opinion, elections, and
public diplomacy.1 For example, efforts at public diplo-
macy, no matter how richly funded, can be fruitless, if
it is not credible to the public in the first place. Several
studies conducted in the Middle East showed that when
comparing the performance of regionally owned transna-
tional television channels likeAl-JazeeraandAl-Arabiya,
the U.S. sponsored channel Al-Hurra is suffering a seri-
ous deficit of credibility, hampering its role as a public
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Table 5: Distribution of ratings on independence

Independence

Likert Scale

1 2 3 4 5 6 7
Total (%)

News of the TV channel
is free from its owners 34.0 14.2 12.8 13.5 10.4 9.0 5.9 100
influence.

The TV channel’s news
serves the interests of 25.8 11.9 17.3 16.5 13.1 9.6 5.8 100
its shareholders/partners

TV news presented by
the news channel is free 33.0 14.3 13.6 14.3 9.5 7.8 7.5 100
from political bias

TV news reporters
are not politically 26.7 10.5 14.5 13.2 15.5 9.5 10.1 100
motivated

Figure 2: Bar chart of distribution of ratings on independence
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Table 6: Distribution of ratings on social role

Social Role

Likert Scale

1 2 3 4 5 6 7
Total (%)

TV channel’s news plays
an important role in 1.4 0.3 2.4 6.8 11.5 25.4 52.2 100
improving society

TV news builds
awareness on the 1.0 0.7 3.1 5.1 14.9 26.8 48.5 100
dominant issues.

TV news contributes to
solving political, social 2.0 1.3 2.4 10.8 18.9 26.3 38.4 100
and economic problems.

TV news campaigns
the right social 2.0 2.4 3.1 11.6 17.7 28.3 38.4 100
causes.

Figure 3: Bar chart of distribution of ratings on social role
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Table 7: Distribution of ratings on objectivity

Objectivity

Likert Scale

1 2 3 4 5 6 7
Total (%)

TV channel’s news
presents information 3.4 1.0 4.5 22.1 22.4 28.6 17.9 100
from reliable sources

TV channel’s news
provides precise 3.4 5.7 6.4 16.1 23.5 26.5 18.5 100
information

TV channel’s news
presents facts

1.7 1.4 3.4 15.7 27.0 28.0 22.9 100

TV channel’s news
presents in-depth 3.4 4.7 7.4 15.9 24.7 25.7 18.2 100
information

Figure 4: Bar chart of distribution of ratings on objectivity
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Table 8: Distribution of ratings on expertise

Expertise

Likert Scale

1 2 3 4 5 6 7
Total (%)

TV channel’s news provides
regular updates to an 4.1 2.7 3.1 7.9 19.6 30.6 32.2 100
evolving situation

TV channel’s news
provides immediate 4.1 1.7 2.7 8.8 14.0 26.4 42.2 100
information

TV channel’s news
reporters are expert 2.0 3.7 4.1 13.6 25.8 22.7 28.1 100
in reporting

TV channel’s news
presents skilled 2.4 2.1 2.1 16.2 18.3 31.7 27.2 100
reporting

Figure 5: Bar chart of distribution of ratings on expertise
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diplomacy tool for democratization (Dabbous and Nasser
2009, Douai 2011, El-Nawawy 2006, Johnson and Fahmy
2008).

However, in the era of neoliberal marketization, the
public role of television news has been challenged by the
rise of market-oriented journalism as, in most parts of the
world, the news medium has become more market-driven
and entertainment-centered.2 Market-orientation has be-
come one of “the principal dimensions of journalism cul-
tures” (Hanitzsch 2007, p. 371).

This study provides audience perceptions of TV news
credibility which is fairly positive and suggests that TV
news may still retain a fair amount of influence in shaping
public opinion. Interestingly, the audience provided low
ratings for the Independence factor. This response reflects
how the political elites and owners undercut the indepen-
dence of TV news (Ferdous 2007, Khan 2007b). Clearly,
TV owners must reduce their influence in the newsroom
and let the journalists to do their job.

The study also indicates that the audiences of TV news
think that TV news plays a significant social role instead
of being purely market driven. From the distribution of
the scores it is evident that people are satisfied with the
role that TV news is playing in improving society and
building awareness of the dominant issues. One might
conjecture, however, that the audience expects TV news
to play a greater role in solving political, social and eco-
nomic problems as well as campaigning for the right so-
cial causes. Regardless of being market-oriented, if the
TV channels pay more attention to contemporary crises,
constraints, aspirations, and hopes of society with a con-
structive approach to solving these problems, they would
tend to be perceived as more credible by the audience. By
providing information that will encourage development
and spur social awareness among the audience, by dissem-
inating information among the public, TV news can play
a credible social role and help in the process of economic
advancement and accelerate the pace of cultural and social
development.

Ratings for objectivity and source expertise are similar
to the ratings for social role. In fact, despite being market-
oriented TV news can be still perceived as credible to the
audience in a dialectic way. This also suggests there is
a gap between the critique of media commercialization
and market-orientation (Haider 2007, Haq 2002, Rahman
2007; 2009) on one hand and audience perceptions on the
other. Media researchers need to consider this dialectic
relationship while building theoretical models.

7 Limitations
Our study is limited in some ways. For example, it does
not represent the perceptions of the rural audience. This

audience is less scattered and tends to view television in a
community neighborhood (Rahman 2009). This commu-
nal nature of viewership may change the entire dynamics
of how credibility and its factors are perceived as interper-
sonal communication and group persuasion factors come
into play.

Furthermore, a comparative analysis of cross-media
credibility perceptions regarding print, television, radio,
and Internet media could also be undertaken. This study
provides a preliminary look at citizens’ perceptions of TV
news credibility in Bangladesh only and may be consid-
ered as an effort to provoke further explorations surround-
ing the unexamined issue.

Based on this study, similar studies may be repeated
not only for TV news, but also for other news media to
follow emerging credibility trends in journalistic report-
ing. This is important as a social control mechanism to ex-
ert external influence on an industry about which Gaziano
(1987, p. 267) wrote: “Public inability to believe the news
media severely hampers the nation’s ability to inform the
public, to monitor leaders and to govern. Decreased pub-
lic trust also can lead to diminished freedom of the press
and can threaten the economic health of some media.”

Endnotes
1. From the U.S. perspective, empirical research

shows that if the public are suspicious of the media,
they tend to reject the opinions that are created by
the mediated climate. On the contrary, when peo-
ple trust the media, they are more likely to converge
with the media’s election predictions (Tsfati, 2003).

2. James Curran and colleagues explains that “this is
the consequence of three trends that have gathered
pace since the 1980s: the multiplication of privately
owned television channels, the weakening of pro-
gramme requirements on commercial broadcasters
(‘deregulation’) and a contraction in the audience
size and influence of public broadcasters” (Curran,
Iyengar, Brink Lund, & Salovaara-Moring, 2009, p.
6).
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Abstract

The indigenous people of the Chittagong Hill Tracts (CHT) have routinely faced various intruders such as the
Mughals, British, Pakistanis and Bengalis. The situation has worsened with a state-sponsored and military-assisted
transmigration program that began in 1979. With the apparent connivance of the security forces of Bangladesh, Ben-
gali settlers have forcibly displaced many indigenous peoples from their homes and lands. Two decades earlier, these
indigenous peoples had been displaced by the construction of Kaptai hydroelectric dam. Already in duress because
of land scarcity, they faced survival problems because of the presence of Bengali settlers. Under the circumstances,
they employ diverse strategies to manage survival in their own land. The present paper is an effort to offer insights
into the dynamics of the survival strategies of the indigenous people of CHT.

1 Introduction
The Chittagong Hill Tracts (CHT) (Figure 1) is located in
the southeastern part ofBangladeshbordering India and
Myanmar. It hosts eleven distinct indigenous groups1 (in
order of estimated size):Chakma, Marma, Tripura, Mro,
Tanchangya, Bawm, Pangkhoa, Chak, Kheyang, Khumi,
andLushai, each with its own history, culture, language
and customs. These marginalized indigenous groups have
never shared a sense of unity and do not see themselves
as a single entity (Lewin 1869, Uddin 2011, van Schendel
1992). Each group identifies itself as unique and separate
from other groups; however, collectively these groups are
known asPahari (hill people). They differ significantly
from the mainstreamBangali(Bengali) in terms of phys-
ical appearance, culture, language, religion, dress, and
other socio-political aspects. Physiologically and socio-
culturally “There is a great affinity and kinship with the
people of northern India, Nepal, Sikkim, Bhutan, Burma
and Thailand” (Roy 2003a, p. 16).2

Since the mid-1970s, the CHT has been beset with
conflict and violence between the Pahari, Bangali, and
government military forces. The situation worsened
when, beginning in 1979, the state sponsored a population
transfer program — in-migration of landless plainsmen
Bangali into the hills. With the apparent connivance of se-
curity forces, the Bangali settlers displaced many Paharis
from their ancestral land. Less than two decades earlier,
in the 1960s, many Paharis had already been displaced

when their valley was flooded by the Kaptai dam. Conse-
quently, the Pahari who were already in duress because of
land scarcity caused by the dam and transmigration faced
further survival problems because they were now in com-
petition with the incoming Bangali settlers.

The influx of settlers created such a pressure on the
existing land that, organized by theJana Samhati Samiti
(JSS),3 the Pahari provided military resistance to this
influx. This resistance was spearheaded by theshanti
bahini (peace force).4 Calling this resistance an insur-
gency, the Government of Bangladesh deployed a huge
number of military and other armed forces in this region.
As a consequence, many incidents of massacre, attack
and reprisal attack, indiscriminate arrest, torture, judicial
and extrajudicial torture, killing, rape, sexual violence,
forced religious conversion, forced marriage and abduc-
tion took place in the river-valleys, often committed by
the armed/security forces and settlers against the Pahari.
The shanti bahini also carried out insurrectionary activi-
ties against the state authorities that include hit and run
attacks, ambush and extortion. They attacked the army,
BDR5 and police patrols and encampments that had been
mounted (Ali 2010, p. 135). Under the circumstances,
many Pahari, Bangali and security forces (military, po-
lice, BDR, VDP6, etc.) were killed in the armed conflict
between the shanti bahini, and security forces and settlers.
Following many failed initiatives, the government and the
JSS finally signed an Accord, popularly known asshanti
chuktior Peace Accord, on December 02, 1997 and ended

50
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Figure 1: The Map of Chittagong Hill Tracts (Adapted from Ali, 1993, p.164)
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the two-decade long bloody conflict. Although 15 years
have elapsed since the signing of the Accord, the CHT is
still neither a peaceful nor a secure region for its people;
locals fear for their safety at all times, both day and night,
at home and outside.

Under the circumstances, the Pahari employ diverse
strategies in order to manage their survival in their own
land. Based on the Pahari life-experience and perceptions,
strategies that have evolved from indigeneity can be seen
at two levels: salient or dominant and silent or reluctant.
Here indigeneity refers to local consciousness that under-
lines “indigenous” rights, “traditional” life-ways, associ-
ated with ancestral lands and location. They also incor-
porate some transethnic measures due to their relations to
and interaction with the dominant Bangali in the private
as well as social sphere, a situation resulting in different
ways of thinking, feeling and acting from their traditional
one (Anduji 1988). These transethnic measures refer to
local adjustments in matter such as language and dress
that must be adapted with regard to the dominant culture.
There are many local versions and accounts of the history
of the area, thus refuting the prevalent view that the region
is homogenous. This paper attempts to provide insight
into the management of survival — the ways the Pahari
try to manage their survival problems, and the logic be-
hind the strategies they employ. It frames the reality that
the Pahari are not homogenous, illustrating that different
indigenous groups have evolved survival strategies over
time in relation to the depredations of the Bangladeshi
state and society.

Drawing upon current theoretical considerations in
cultural anthropology, ethnicity, and social movements,
this paper addresses the survival strategies of the Pa-
hari — how they try to manage their survival problems
in the changed circumstances they face, and their shift-
ing interethnic relationships as well as their interactions
with the state. The paper is based on primary data col-
lected through an anthropological investigation intermit-
tently conducted in Rangamati district of the CHT be-
tween 2008 and 2012 using purposive sampling. In line
with the above-mentioned objective, research tools such
as observation, in-depth interview, key-informant inter-
view, life history, case study, and focus group discus-
sion (FGD) were applied to appropriately gauge the na-
tive point of view. Secondary sources were also used to
supplement the primary information. Data analysis was
supplemented by the local interpretations. To comprehend
the dynamics of the hill region, the paper assesses the Ac-
cord 1997 in light of the roots of the conflict as discussed
above, how the agreement was arrived at, the situation it
created in, and finally, its implementation process.

2 The Construction of
Pahari Identity

The indigenous people of the CHT speak a number of dif-
ferent languages, and there are wide differences in life-
ways between one part of the area and another; each group
refers to itself by its own/distinct identity (e.g. Chakma,
Pangkhoa, or Marma). They never developed a particu-
lar sense of unity, “... none of them appear to have any
general term for all hill dwellers” (Lewin 1869, p. 28).
Comprehending the dynamics of different ethnic groups,
Lewin (1869, p. 28) classified them into two heads: (i)
Khyoungthaor children of the river (Arakanese origin) —
Paharis that reside in the river-valleys, and (ii)Toungtha
or children of the hills (mixed origin) — Paharis that re-
side on the mountain-ridges.7

Among the indigenous groups, the Chakma, Marma,
Tripura, Tanchangya, Kheyang and Chak who reside in
the river-valleys are referred to asKhyoungsa(valley
Pahari;Khyoungmeans river,sa means children).8 On
the other hand, the Pangkhoa, Mro, Bawm, Lushai, and
Khumi who reside on the mountain-ridges are referred to
as Toungsa(mountain Pahari,Toungmeans mountain).
Here the Khyoungsa-Toungsa dichotomy is not a mean-
ingless classification based on their residence; it is the
basis for the main arguments of this article. This cate-
gory also shows the distinct socio-cultural and politico-
economic life-worlds of the Pahari. In consequence, their
perception toward displacement, fear, relation with insid-
ers and outsiders, and strategies for survival are distinct.
However, in this paper, the term Pahari refers to both Khy-
oungsa and Toungsa.

Until the 16th century, this hillyterra incognitawas
identified asKapas Mahal(Cotton Territory).9 It had been
part of a number of political reigns: the Mughal Empire,
British Empire, and Pakistan state before it became a part
of independent Bangladesh in 1971. As a result, transfor-
mations in this region interspersed by external interven-
tions did not go smoothly that eventually hindered the tra-
ditional life-ways of its indigenous peoples. The Table 1
shows the distinct worlds of the people of the CHT:

Following the Mughal period, the British East India
Company took control over the area in 1757. The region
then served as a buffer zone between the British Bengal
and Lushai/Mizo confederacies to the east. By the 1780s,
the British East India Company had converted the major
chiefdoms and “tribal” confederacies of the region into
British tributaries (Chakroborty 1977, Hutchinson 1906,
Lewin 1869, Roy 2003a). Following the Sepoy Mutiny
(Sipahi Biplab) in 1857, the English took over power from
the East India Company in 1860, and began direct rule, re-
naming the region asChittagong Hill Tracts, and annexed
it to the colonial empire (van Schendel, Mey and Dewan
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Table 1: An ethnic potpouri

People Population Percentage Residence Religion Language

Chakma 2, 39, 417 24.00 River-valley Buddhism Chakma
Marma 1, 42, 334 15.00 River-valley Buddhism Marma
Tripura 61, 121 6.50 River-valley Hinduism Kok-borok
Mro 22, 167 2.30 Mountain-ridge Animism Mro
Tanchangya 19, 211 2.00 River-valley Buddhism Tanchangya
Bawm 6, 978 0.72 Mountain-ridge Christian Bawm
Pangkhoa 3, 227 0.33 Mountain-ridge Christian Pangkhoa
Chak 2, 000 0.21 Mountain-ridge Christian Chak
Kheyang 1, 950 0.20 River-valley Buddhism Kheyang
Khumi 1, 241 0.13 Mountain-ridge Buddhism Khumi
Lushai 662 0.06 Mountain-ridge Christian Lushai
Gurkha 900 0.08 River-valley Hinduism Napalese
Ahom 500 0.05 River-valley Hinduism Assamese
Bangali 4, 66, 276 49.00 River-valley Islam Bangla

Source: Population Census 1991 and local information

2000).

Strategically, the colonial administrators introduced a
slow and cautious process of modernization into the re-
gion. The first and most important step that the En-
glish took was the elimination of “tribal warfare” (Ahmed
1993, p. 34). They carefully planned efforts to evolve a
market economy and induced the people to give upjum
cultivation10 (farming with fire) and their unsettled life
and adopt plough cultivation (farming with water) that
eventually simplified the settling of Bangalis in this area.
This also justified the presence of Bangali intermediaries
between the English and Pahari, leading to an economic
dominance of the Bangalis in the hills.

Even though the English did not consider the impact of
colonization on India, paradoxically, in order to ‘protect’
the distinct life-ways of the Pahari, and to protect them
from the Bangali domination and exploitation, they pro-
mulgated Regulation 1900. Although some Paharis op-
posed Regulation 1900 at the time, it has been regarded
as an appropriate safeguard by many in the postcolonial
period (Mohsin 1997). This is because the English for-
mulated a number of administrative regulations aiming
to preserve the “cultural and territorial integrity” of the
Pahari, and restrict outsiders’ entry into the CHT (Roy
2000, p. 44). Likewise, the administrative system, land
rights and closure to outside settlers all set it apart from
the rest of the country. This status was reconfirmed in
the 1930s, when the region was declared as an “excluded
area”.11 Thus Regulation 1900 formalized itsdivide et im-
perapolicy that in due course isolated the Pahari from the
mainstream society.12 Regulation 1900 recognized sev-
eral groups of people who were led by the dominant
Chakma who later consolidated themselves under a com-
mon platform called “Jumma”13 in the aftermath of the

independence of Bangladesh in 1971. The government
of Bangladesh did not consider the indigenous groups as
adibashior indigenous, as there was no special provision
to do so in that constitution. In fact, 11 ethnic groups are
recognized asupajati or tribes through the Hill District
Councils (HDCs) Act 1989 and Regional Council (RC)
Act 1998.

When the British colonial rule came to an end in 1947,
contrary to Regulation 1900, the outgoing colonial ruler
annexed the predominantly non-Muslim CHT to Pakistan
in August 1947 while the British India was partitioned
into two states.14 Notwithstanding practically being de-
void of Muslims and being largely a non-Muslim popula-
tion, and though Paharis (mostly Chakmas) wanted to be
a part of India, the CHT was awarded to (East) Pakistan.

There was no prior consultation with the Pahari about
the partition or annexation, nor did the Paharis get enough
time to form a consensus about this matter (Mohsin 1997).
However, the Chakma and Marma expressed their indig-
nation assons of the soilagainst their annexation to Pak-
istan. Protesting the Radcliffe award, some Chakmas
hoisted thetricolor Indian flag in Rangamati while some
Marmas hoisted the Burmese flag in Bandarban. The
Baluch Regiment of Pakistan Army overcame this resis-
tance, and took control of the CHT, raising the Pakistani
flag there on 21 August 1947 (Ahmed 1993, p. 37). The
incorporation of CHT to Pakistan by the English was thus
an example of disregard and indifference toward the di-
versified socio-cultural system of the CHT.

In the following years, the Pahari were given the mes-
sage that their life would change under the new Pak-
istani state. The Pakistan government undertook several
programs in the hills ironically in the name of “national
development” and “national integration” (Bertocci 1996,
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Mohsin 1997, Tripura 1991, van Schendel 2002). One
such devastating project was the construction of a hydro-
electric dam in the 1960s on the Karnaphuli River, oc-
cupying about 256 square miles of Rangamati district.
It immediately displaced about 100,000 Paharis (mostly
Chakma) and submerged 40 percent of their best cul-
tivable lands (54,000 acres).15 In effect, tens of thou-
sands Paharis became internally displaced while many
other took shelter in the Tripura state of India.

Notwithstanding the Pahari were not incorporated into
East Pakistan by the Bangali, since it was relatively a
“secular” state, the Pahari had great expectations from the
newly independent Bangladesh. In the aftermath of inde-
pendent Bangladesh (1971), some leading Paharis (both
individually and collectively/group-wise) had been try-
ing to convince the newly formed government to meet
their demands including that of autonomy of CHT; how-
ever, they were refused. Their rights remained unrecog-
nized in the newly constituted (1972) National Constitu-
tion. Moreover, the government employed huge security
measures in this borderland sandwiched between Myan-
mar and India, from where the Pahari are supposed to
have immigrated into the current areas more than three
centuries ago.16

The most threatening survival problems engendered
by the state-sponsored and military-assisted population
transfer program began in 1979. Within only five years
of this process, about 400,000 landless Bangali plainlan-
ders, (mostly Bangali Muslims) were settled in the hills
from various plains districts (e.g. Noakhali, Chandpur,
Barisal, Chittagong).17 As a result, many Paharis (mainly
Khyoungsas) were displaced by the Bangali settlers with
the apparent connivance of security forces. The Toungsas
have also been affected when the internally displaced
Khyoungsas had moved to settle the steep hills.18 As a
consequence of increased pressure on limited arable lands
fallow period for juming (shifting cultivation) decreased
in the hills.

In this situation, the Paharis resisted to the influx (Ban-
gali in-migration) for two decades (until 1997). As a re-
sult, many incidents of massacre, attack and reprisal at-
tack, indiscriminate arrest, torture, judicial and extrajudi-
cial torture, killing, rape, sexual violence, forced religious
conversion, forced marriage and abduction took place in
the river-valleys, often committed by the security forces
and settlers against the Khyoungsa Pahari. The govern-
ment security forces as well as Bangali settlers also faced
many attacks and counter-attacks carried out by shanti
bahinis. In the following sections we will comprehend
how the Pahari try to manage their survival problems in
their own lands affected by the outsiders.

3 Comprehending Survival Strate-
gies

This paper frames the dynamics of strategies for survival
— how the Pahari have been trying to manage their sur-
vival problems in their own land distressed by the out-
siders. In order to comprehend the strategies, a brief dis-
cussion on survival strategies elucidated by notable schol-
ars is pertinent here. Anthony Smith’s observation on
“ethnic revival” is relevant to this study. To him, “ethnic
strategies” are a modern response to economic and polit-
ical change (Smith 1981, p. 15) and there are a range of
strategies employed by ethnic groups to survive in a given
circumstance. He, however, observes six main strategies
incorporated by ethnic communities in polytechnic states
(Smith 1981, pp. 15–17):

Isolationis the most common strategy for smaller eth-
nic communities who choose to stay aloof from the main-
stream society as a whole.Accommodationis when the
ethnic community aims to adjust to its host society by par-
ticipating in the social and political life of mainstream so-
ciety and its state.Communalismis a more dynamic and
active form of accommodation — the aim is communal
control over communal affairs in those geographical areas
where the ethnic community forms a demographic major-
ity. Autonomismaims to secure benefits from maintaining
its links with the overall state structure, while asserting
the political identity of the ethnic group, which it repre-
sents. Separatismis the classic political goal of ethno-
national self-determination, as sought by most of the East
European communities in the last century, and also by the
Bangali in Bangladesh (1971). In each case, the aim is to
secede and form one’s own sovereign state, with little or
no connection with former rulers (Smith 1981, p. 16).Ir-
redentismof an ethnic community is where members are
divided and fragmented in separate states and seeks reuni-
fication and recovery of the “lost” or “unredeemed” terri-
tories occupied by its members (Smith 1981, p. 17).19

There are many other forms of survival strategies such
as acculturation, insurrection, negotiation, adjustmentand
involution. Consider, for example, Li (2010) shows in-
digenous identity as a “defensive” response in the con-
text of Indonesian uplands (Li 2010, p. 385). People may
even use violence as a means of their survival; it can
be an instrumentally rational strategy of bargaining for
power (Schimdt & Schrı̈ngder 2001, p. 8). Apart from
manifested strategies, powerless peoples may employ al-
ternative measures for survival. Power of the powerless
peoples derives from their collective knowledge, experi-
ence and other qualities broadly shared by the population
as well as their rulers (Skalnı̀k 1989). In this manner,
among the Russian Old Believers (raskol’niki), Scheffel
(1989) shows howavoidancecan be a tool tooutwitthe
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state. Likewise, Scott (1985) observesweapons of the
weakamong the Sedaka peasants, who “accept their place
in society more-or-less uncritically.”

In the context of CHT, as examined by van
Schendel,20 the dominant strategy of the Pahari is “au-
tonomous”, while “separatism” is a second option (van
Schendel 1992, p. 127). However, this paper attempts to
explore the dynamics of survival strategies employed by
the Pahari in the hills, where, by now, circumstanced by
various intrinsic and extrinsic factors, they have become
marginalized while the existence of many is at risk.

Given the distinct life-world, and life-experiences of
the Pahari, it is conceivable that they employ different
strategies for survival though this version has been ig-
nored in the prevalent literatures. In the following sec-
tion we will explore the dynamics of survival strategies
— while the ‘dominant’ groups (Khyoungsa) such as
Chakma employ dominant (salient) strategies, the ‘weak’
groups (Toungsa) employ silent (reluctant) strategies.
Both the salient and silent strategies evolved from indi-
geneity. Besides this, both the Khyoungsa and Toungsa
incorporate some transethnic measures in an attempt to
ease their communication with the dominant cultures.
Here it has been observed that indigeneity is connected
with private possession, capitalism, and resource alloca-
tion; while trans-ethnicity is connected with marketiza-
tion, NGOization, developmentalization and internation-
alization. However, both strategies intend the manage-
ment of survival.

4 Survival Strategies of the Pahari
Historically speaking, the Pahari have been protest-
ing against the ‘harmful’ policies of different
rulers/governments since the pre-British periods. Al-
though many Paharis expected their problem would be
solved in independent Bangladesh, it pushed them to form
a regional political party, i.e. JSS, to protest against the
state policies of Bangladesh. Devastatingly, the popula-
tion transfer process (1979—) pushed the shanti bahini to
fight against the government security forces to save their
ancestral lands and their people from the displacement
and destruction often caused by the Bangali settlers and
security forces. Besides the insurrectionary activities or
resistance, the Pahari also incorporate peaceful negotia-
tion i.e. Accord 1997 with the government. These activi-
ties evolved from the indigenous consciousness which is
associated with ancestral land and cultures.

As a mobile term indigeneity has been articulated in
relation to a range of positions and struggles (Barnes,
Gray and Kingsbury 1995, de la Cadena and Starn 2007,
Li 2000; 2010). However, distinct socio-cultural traits,
land use and struggle for rights are its basic markers. In

this way or another, indigeneity is connected with capi-
talism in the context of dispossession as an external force
against indigenous rights. As a result, indigeneity, capi-
talism, displacement, and militarization — are frequently
brought together over the survival and conflicting issues.
As mentioned by Li (2010), there has been a devastating
threat to the lives and livelihoods of the indigenous people
posed by large-scale enclosures of land for dams, logging,
or plantations in the context of Indonesian highlands. This
view is what exactly happened in the postcolonial CHT. In
the making and unmaking of the colonial and postcolonial
CHT, we observe indigeneity co-emerged with capitalism
as it is connected with private possession and resource al-
location. The Pahari movement however does not com-
prehend macro- and micro-scales of capitalism as mutu-
ally exclusive. Below we will explore how different ethnic
groups incorporate indigeneity differently.

4.1 Salient Strategies of the Khyoungsa
Because of distinct locations (river-valley and mountain)
and life-experiences (more or less adversely affected), dif-
ferent groups’ responses toward invasions from outsiders
are distinctive. As a result, the ‘salient’ or ‘dominant’
strategies employed mainly by the Chakma were not used
by all ethnic groups. This led to some tensions within
the inter-ethnic relations in the hills, primarily due to the
‘inbuilt inequality’ and Chakma dominancy over other in-
digenous groups. In this situation, even the non-Chakma
Khyoungsa (e.g. Marma, Tripura) kept them away from
CHT politics since the mid-1980s, while the strategies
employed by the Toungsa have been reluctant and ‘silent’
from the very beginning.

In this section, I discuss two major strategies — one is
the insurrection activities spearheaded by the shanti bahini
that has been in action for about two decades (till 1997);
and the second is the negotiation or the signing of the
Peace Accord of 1997). I also explore the dynamics or
local versions within these strategies that eventually en-
counter the dominant strategies.

In the immediate aftermath of independent
Bangladesh (1971), some Paharis (both individually and
collectively/group-wise) had been trying to convince the
newly formed government to meet their demands that in-
clude recognition of their identity and autonomy of the
CHT; however, they were refused. Their rights remained
unrecognized in the newly constituted (1972) National
Constitution. Thereafter, failing to establish their rights
in constitutional and democratic ways, their movement
soon drifted to insurrection to press their demands; they
had resisted the influx of settlers for long two decades till
1997.

Although the insurrection activities or ‘military strat-
egy’ of the Pahari have been perceived as an armed-
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struggle or militant resistance, closer observation reveals
that activities of the shanti bahini were more like what
Scott (1985) termsweapons of the weak, since the main
strategy and tactics (everyday forms of resistance) of the
Pahari insurgents were hit and run, ambush, extortion and
assault on security forces that also engaged in sabotage
activities. Throughout the strategy, the Pahari on the one
hand wanted to draw the government’s attention to their
strong position, while on the other they wanted to get
support of international organizations to press the gov-
ernment to meet their demands. Here we find different
thoughts and different paths of different groups in this
strategy. Besides the internal faction within the JSS, the
dominance of the Chakma kept most non-Chakma Khy-
oungsa away from the JSS politics since the 1980s.

Apart from the military strategy, JSS also responded
to the initiatives initiated by successive governments be-
ginning in the early 1980s. After several attempts, the
government and JSS reached an accord in 1997.This ‘bar-
gaining strategy’ formally ended insurrectionary activities
of the shanti bahini; nevertheless, the displacement and
oppression against the Pahari committed by the settlers
and security forces did not stop.

Although the JSS has been saying that the “Jumma
nationalism” or insurrection activities of the shanti bahini
had been operative for the greater interest of the Pahari,
the groups who reside on the mountain-ridges had al-
most no involvement in these actions. Only the affected
Khyoungsa such as Chakma, Marma, Tripura and Tan-
changya — who reside in the river-valleys and came into
direct contact with Bangalis on a regular basis, were in-
volved in these actions. Further, in the Accord of 1997,
a few JSS leaders (mostly Chakma) were the key per-
sons who took part in the negotiation with the government
whereas the non-Chakma and non-JSS Paharis were not
well incorporated.21

Eventually, terming the Accord of 1997 as “compro-
mise” and “sell-out” a youth group hitherto allied to the
JSS explicitly condemned the JSS for the Accord of1997,
and began armed resistance against the JSS. As a result,
many Paharis have been killed in the course of armed-
violence between the JSS and UPDF. Consequently, the
JSS become weak, the Pahari become demoralized. That
led to the government not to heed the JSS demands se-
riously and therefore neglect the implementation of the
Accord of 1997.22

Thus, it can be said that neither the military nor the
bargaining strategy of the Pahari has been effective to
meet major demands such as regional autonomy, consti-
tutional recognition; rather, instead of restoring peace,
conflict over the strategies complicated the circumstances.
Since both the ‘hard’ (insurrection activities) and ‘soft’
(Accord of 1997) strategies were not inclusive practically,

and dominated by the majority Chakma, other groups re-
mained absent from these strategies as well as counter
strategies. Since all the Pahari necessarily do not need
the same compromises and collaboration from the state,
they have evolved diverse strategies for survival.

4.2 Silent Strategies of the Toungsa

Unlike the ‘salient’ strategies employed mainly by
the dominant groups (Khyoungsa), the weak groups23

(Toungsa) incorporated alternative measures (’silent’
strategies) in order to survive in the ‘hard’ environment
circumscribed by the Chakma as well as the Marma and
Tripura24 and in-migrant Bangalis. Although outsider en-
croachment eventually made the region ‘hard’ for their
living, the mountain-dwelling Toungsa did not take any
‘hard’ action against the settlers or security forces, nei-
ther their involvement/participation in the “Chakma resis-
tance” was remarkable. They rather prefer to employ ‘re-
luctance’ and ‘cultural resistance’ as defensive strategies
in order to resist the Bangali hegemony and “national in-
tegration”.

Although at the beginning some Toungsas had sup-
ported the JSS, they also maintained a submissive rela-
tion with the security forces that were stationed on the
hilltop camps to oversee security matters and Pahari in-
surgents. Most of the Toungsa were reluctant because
they have had no active confrontation (e.g. displace-
ment, attack, killing, or sexual harassment) with the set-
tlers. Some Toungsas were forcibly relocated by secu-
rity forces so that the forces could attack the shanti bahini
using appropriate locations from the hilltops. The es-
tablishments of new villages which have been officially
claimed as an act of benevolence, such as rehabilitation,
have actually been the result of strategic military decisions
(Ahmed 2012, p. 189).25 The military forces also wanted
to dislocate the Toungsa from the Khyoungsa in order to
keep them away from the insurrection activities led by
the shanti bahini. Moreover, development of interventions
led to the emergence of new ways of life among various
groups such as the Chakma, Marma, Tripura, Pangkhoa,
and Mro and distanced the Toungsa from the Khyoungsa.

The Pahari have been able to maintain a distinct
way of life by locating in steep high hills (average 300
feet msl), and relocating as needed. Unlike the domi-
nant groups (such as Chakma), the less dominant groups
(such as Pangkhoa) do not employ ‘hard’ strategies. The
Toungsa have juxtaposed this type of ‘cultural resistance’
with their reluctant disposition, and chose the preserva-
tion of their customs and traditions as a strategy for sur-
vival (Löffler 1994, p. 10). Here the cultural resistance
is against the Bangali hegemony and “national integra-
tion” policy of the state. The Toungsa immerse them-
selves in their traditions and seek the help of their God
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(Zing Pathian) for survival. They perceive this as “spirit
of survival”. They believe that because of their vulnera-
ble position the way out for them is to preserve their own
distinctiveness, and survive in the hills.

The above discussed dynamics have been routinely
overlooked by the prevalent views that envision the hill
problems through Chakma and ignore those who did not
take up arms against the state authorities. Moreover, the
prevalent views tend to look into a nationalistic, ethnic-
oriented discourse which idealizes homogeneity and au-
thenticity of nations which are coherent with international
minority laws and human rights (Shelley 1992).

Despite the Pahari project to establish an autonomous
region, the Toungsa involvement in the salient/dominant
strategies has almost been insignificant and not taken into
account in the post-Accord developments. There are vari-
ous local narratives that counter the dominant viewpoints
such as Mro war against the shanti bahini, and the iden-
tity crisis of the Gurkha. Uniquely, despite the fact that
initially the Mro had fought against the security forces by
joining the shanti bahini, the Mro later fought against the
shanti bahini. They were assisted by the government se-
curity forces following a “misunderstanding” between the
Mro and shanti bahini. The Mro maintained this strat-
egy as a means of survival as they got shelter, facilities
and other forms of support from the government secu-
rity forces. This case shows how the security forces uti-
lized the Mro against the JSS, and that the JSS consid-
ered themselves different from their “primitive” neighbor.
In the Gurkha case, the state has not recognized them as
one of the tribal groups residing in CHT. In addition, The
Khyoungsa (mainly the Chakma and Marma) do not rec-
ognize the “Gurkha” as a tribe because they have fought
with the government security forces against other groups
in the hills.

In addition to the salient and silent strategies discussed
above, the Khyoungsa and Toungsa employ what may be
called ‘trans-ethnic’ strategies through cultural attributes
such as dress, food, residence, or language. They employ
these strategies in an attempt to ease their communication
in the dominant setting to manage their survival problems
maintaining also significant distinction. Among the trans-
ethnic attributes, the most significant one is dress, particu-
larly that of the Pahari women’s.26 The easiest way to sep-
arate a Pahari woman from a Bangali woman has always
been her dress. However this is no more unique in the
CHT headquarters where the Bangali are majority; nowa-
days, both the Pahari and Bangali women wearsalwar-
kamezor sari, which are Bangali women’s clothes.

In the plains, the Bangali are used to seeing women
in covered dresses which is prescribed and admitted by
the laws of Islam, but in the hills they see “bare-clothed”
or “bare-breasted” Pahari women.27 For this reason, since

the British period, the “tribal” (Pahari) customs and cos-
tumes have been considered “sexual behavior” and Pahari
women have been attributed with an “unrestrained sexu-
ality” (van Schendel 2002). As a consequence of these at-
titudes, the Bangali settlers and security forces have raped
or sexually assaulted many helpless Pahari girls or women
either in their home or in isolated jungles or farms.28

When girls or women work alone around their locality,
collecting woods from the jungle, bathing in the river, or
going/returning from the school/bazaar she is unlikely to
escape if a security personnel or settler attempts to sexu-
ally assault her.

This has led to Pahari girls and women feeling unsafe
in public places because of the preponderance of Ban-
galis. They have responded by adopting the salwar-kamez
or sari to make their presence in the public sphere safer.29

We also observe the opposite scenario in the mountain,
where the Toungsa women either wear their traditional
clothes (”bare-breasted”) or western dress (jeans, skirt,
etc.). The Toungsa women incorporate western dress be-
cause many of them (e.g. Pangkhoa, Lushai, Bawm) em-
braced Christianity as their religion; moreover, they live
in the mountain, away from the Bangali settlement. While
the Khyoungsa women prefer to wear Bangali dress as a
coping strategy in the public sphere where Bangalis are
the majority, the Toungsa women who embraced Chris-
tianity have already given up their traditional dress in fa-
vor of Western outfits.

This strategy has resulted from the sexual harassment
of the state security forces and majority settlers against the
minority Pahari. The Pahari do not feel comfort wearing
their traditional clothes even in their own lands, where,
over the years, the Bangali settlers have been dominating
them. Consequently, in office, schools and colleges, and
even at the local bazaars, many Khyoungsa women prefer
to wear Bangali clothes.

Significantly, the Pahari (both Khyoungsa and
Toungsa) incorporate alternative measures in order to in-
teract with the dominant world, which increasingly en-
croaches on their land. Although they would prefer to
face the outside worlds without changing their habits, they
must do so to cope with the threats with regard to mobil-
ity and harassment that they find themselves in. We find
that the disintegration of the indigenous realms force the
Pahari to integrate with the outside world, particularly as
a consequence of the discordant relationships they face.
The trans-ethnic strategies that they use in turn hasten
the disintegration of their realms as well. These strate-
gies are neither accepted in their own communities nor
valued by outsiders (Elsass 1992, Jochim 1981, Porter
III 1986). The Pahari are compelled to incorporate these
strategies, along with the salient and silent strategies de-
scribed above, so that they can manage their survival in



58 JOURNAL OF BANGLADESH STUDIES VOL. 15, NUM. 1 UDDIN , A.

an environment where the dominant Bangali culture has
an immense and adverse effect on the local cultures.

5 Conclusion
The CHT region is recognized as a multiethnic setting and
its indigenous groups employ different strategies for their
survival. Some strategies, such as military and political
ones, are taken primarily by the Khyoungsa for the recog-
nition of their identity, to establish their rights and auton-
omy, and from fear of uncertainties. Other strategies are
adopted, mainly by the Toungsa, from fear of survival and
the ability to maintain their traditional living and liveli-
hood. Due to the diverse locations, size, and power of
different groups, each must choose different strategies to
manage its own survival.

Although the Pahari had demanded an autonomous re-
gion due to the dominance of the Chakmas, Toungsa in-
volvement in the salient strategies have almost been in-
significant, as have been their presence in post-Accord
politics and other developments. Instead, they have re-
tracted within their own communities and cultures, be-
lieving that cultural resistance is the only means for their
survival in the hills. They perceive reluctance and cultural
resistance as defensive strategies, and “primitivity” and
“nakedness” as tools of resistance against Bangali hege-
mony and “national integration”. Therefore, juxtaposed
with their reluctant disposition they immerse themselves
within their traditional social arrangement in an attempt to
preserve their distinct identity through cultural resistance.

Although the dominant accounts of the region focus
on the Chakma insurgency and JSS politics, ignoring the
groups that have been reluctant to take on these salient
strategies, there are many local accounts that acknowledge
these differences. The dominant accounts have not come
about because the Chakma have been suffered most of the
adverse consequences, but because of the existing symbi-
otic relationship of the Chakma with the nearby Bangali
and their gradual integration into the wider nationalistic
political system.

A closer look allows us to observe diverse strategies of
different groups during the pre- and post-Accord periods
where, for example, the Pangkhoa strategies are different
from the Chakma, the Mro strategies are not similar to the
Pangkhoa, and even within the Chakma there are several
versions of why the salient strategies such as the insurrec-
tion and Accord of 1997 were adopted. At a level of gen-
eralization the Pahari live in a distinct socio-cultural and
politico-economic systems compared to their counterpart
Bangali settlers, and have a common core of historical ex-
perience, but they also show considerable group and indi-
vidual variation in their response to historical and contem-
porary forces. In addition to the insurgent, the reluctant

should also be taken into consideration for building peace
in the green hills of Chittagong. Therefore, this paper ar-
gues that a holistic-critical approach is needed to unveil
the dynamics of CHT, not only challenging the prevalent
stagnant viewpoints, but also admitting various versions
of local dynamics in the region.

Endnotes
1. “Indigenous” has a number of different meanings.

Even within anthropology the concept of “indige-
nous” people is complex (Barnard and Spencer
2010, p. 377). In this paper it is applied to the
people who have been inhabited in the CHT for a
long time, earlier than the outsiders as ‘first people’.
Saugestad (2001, p. 43) maintains, autochthony
is one of several characteristics of the defini-
tion of indigenous peoples (Barnard and Spencer
2010, p. 77). Here, in the relation of dominance of
one group over another, and especially the relation
of different groups to the state, the hill peoples are
indigenous, local or natives in this sense that they
are not only the first people of the region, but have
been engaged in the struggle for political rights,
for land, for a place and space against the state
authorities. Regulation 1900, which is the prin-
cipal legal instrument for the region, refers to the
CHT people as “indigenous hillmen” and “indige-
nous tribesmen” interchangeably (Roy 2000, p. 22).
The state is perceived as protecting the values of
non-indigenous over indigenous peoples, and it is
the non-indigenous group, which, by definition, is
dominant over the indigenous one (Barnard and
Spencer 2010, p. 377). Notwithstanding, thePa-
hari define their needs and identities asadibashior
“indigenous people” (Mey 2006, Roy 2000; 2003a,
van Schendel 1992), but the Bangladesh state does
not accept this term and instead address them asup-
ajati (tribes) or ethnic minority.

2. There is a debate about how many ethnic groups re-
side in the CHT. Some scholars mention the number
of ethnic groups is 11, to some 13, to some others
it is 12. See Ahamed (2004), Ahmed (1993), Ali
(1993), Dalton (1973), Hunter (1876), Hutchinson
(1906), Lewin (1869), Mey (2006), Mohsin (1997),
Roy (2000; 2003a;b), Sopher (1963; 1964), Uddin
(2011; 2008), van Schendel (1992), van Schendel
et al. (2000) and others. Besides these 11 groups,
there are two other groups, namely, theGurkha
(Nepalese origin) and theAhom or Assami(As-
samese origin). They have been living in this re-
gion since the British colonial period without “rec-
ognized” identity neither as “indigenous” nor as
“tribe”. The CHT comprises an elongated 5,089
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square miles of land strip, primarily hilly, wooded
subtropical territory covering about 9 percent of the
total area of Bangladesh (Ahmed 1993, p. 32); com-
prises three hill districts: Rangamati, Bandarban
and Khagrachhari.

3. Parbatya Chattagram Jana Samhati Samiti(PCJSS)
(The Chittagong Hill Tracts United Peoples’ Party),
locally known asJana Samhati Samiti(JSS) — the
championof the Pahari — the sole political party
in the CHT until the emergence of UPDF (United
People’s Democratic Front) in 1998.

4. An armed wing of JSS formed by the Pahari youths
(mostly by the Chakma).

5. Bangladesh Riffles (BDR, a border force) was re-
named as Border Guard Bangladesh (BGB) in De-
cember 2010.

6. State assisted Village Defence Party.
7. Sopher refers to the Khyoungtha as “River

men”, and Toungtha as “Mountain men” (Sopher
1964, p. 109).

8. The Gurkha and Ahom have also been residing the
river-valleys since their arrival in the hills.

9. The Chittagong Hill Tracts was calledKapas Ma-
hal (Cotton Territory) and laterJumBangaduring
Mughal period (Roy 2003b, p. 23).

10. Since the pre-colonial period,jum has been the
principle livelihood means of the Pahari ties with
their everyday life, livelihood and rituals.

11. To some others, however, the Regulation 1900
was the legal expression of the final destruction of
“tribal” self-government (Ali 1993, p. 174).

12. The divide et impera(divide-and-rule) approach
characterized British policy all along the empire’s
frontiers (Ali 1993, p. 174). Regulation 1900 gave
recognition to the chiefs of the Chakma and Marma,
and made chiefs of the other groups subservient to
them (Mohsin 1997, p. 85).

13. The termjum came from the local Chakma word
for swidden or shifting cultivation; Tanchangya also
use the same word (jum) to refer to their tradi-
tional shifting (slash & burn) cultivation. The rest
of the groups call this cultivation in their distinct
languages, for instance, in Pangkhoa language it is
called lo, in Marma it isyah, the Tripura call ithug,
and in the Mro language it isua. Notwithstand-
ing, the JSS leaders (mainly Chakmas) formed the
common platform of the Pahari as “Jumma nation-
alism”. Jumma orJumiawhich means the people
who cultivate jum (swidden or slash & burn). Later
it was appropriated by the JSS in an attempt to unify
all Pahari people under one socio-political umbrella
as a counter to the Bangali/Bangladeshi national-
ism and Bangali hegemony and establish it as a col-

lective movement for the expected autonomy and
self-determination of the region. The JSS invented
the Jumma nationalism to strengthen the solidarity
of the Pahari. It highlights Pahari’s cultural sepa-
rateness from Bangali, their shared possession of a
Jumma homeland and shared history of oppression
and marginalization. In the 1970s, the JSS leader-
ship dreamt of an autonomousJummaland(in place
of Chittagong Hill Tracts)-the land of the Jumma.

14. The Two-Nation Theory was a negation of this phi-
losophy that the Indian sub-continent has only one
nation, consuming all the inhabitants of the sub-
continent into one Nation. It explicates that Indian
sub-continent has two large communities as Hindus
and the Muslims. The Two-Nation Theory (also
known as the ideology of Pakistan) was the basis
for the Partition of India in 1947. It stated that Mus-
lims and Hindus were two separate nations by ev-
ery definition, and therefore Muslims should have
an autonomous homeland in the Muslim majority
areas of British India for the safeguard of their po-
litical, cultural, and social rights, within or without
a United India.

15. The Pahari were not consulted prior the construc-
tion of the dam. The Pahari were not organized
then to resist the construction. The Koel-Karo
movement, however, is one of the rare examples
of the successful prevention of the construction of
massive dams on indigenous lands (a hydroelectric
project planned on the South Koel and Karo rivers)
in India in a long and rich history of determined
struggles by tribal peoples against forces of dis-
placement (Ghosh 2006, p. 502).

16. According to German anthropologist, Löffler, this
multiplicity of political borders is a postcolonial ar-
tifact (Löffler 1994, p. 1).

17. This transmigration project proved popular among
the plainlanders. Because, Bangladesh is an over-
populated land; out of its total population of
eleven million people (in mid-1970s), 6.18 mil-
lion rural land-poor households belong to the cat-
egory of functionally landless (0.05–0.49 acres)
and marginal (0.50–0.99 acres) farmers (Sobhan
1991, p. 31). The population density in the plains
in 1980 was 1400 persons per square mile; on the
other hand vast tracts of land in the CHT were ly-
ing empty (Mohsin 1997, p. 113); not more than
100 per square mile. However the inhabitable and
arable lands in the hills were not in plenty; crop-
land per capita in CHT is 0.23 acres (0.09 ha), while
the national average is 0.13 acres (0.05 ha) (Adnan
2004).

18. Here it is pertinent to note that the Bangali settlers
coveted the relatively level land in the hill valleys
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and forcibly displaced hundreds of valley-dwelling
peoples-e.g. the Chakma, Marma, Tripura and Tan-
changya. The Bangali are used to cultivation in the
plains and fishing, they do not know how to make
a ‘hard’ living on the steep high hills, where liveli-
hood totally depends on shifting cultivation in the
hills.

19. In this context, it is pragmatically pertinent to note
the distinction betweenlatentandmanifest(visible)
levels of social movements delineated by Melucci
(1988).

20. A renowned scholar; he has been involved in doing
research and writing on the CHT issues since the
early 1990s.

21. Here it is pertinent to mention that, the Chakma are
the largest and most educated among the indigenous
groups; they have also been severely affected, first
by the Kaptai dam, and later by transmigration and
militarization (van Schendel 1992).

22. An exceptional case is found in the Indian state of
Mizoram. In the first few years after the Mizo-
ram Accord of 1986, there was some dissatisfaction
but those issues were soon resolved amicably (Roy
2003a, p. 2).

23. In the changed circumstances, the mountain-
dwelling Pahari (Toungsa) use some terms to de-
note their existing situation such as powerless,
weak, small, poor, and vulnerable.

24. Because of their preponderance and political pre-
eminence in the hills.

25. At present, the largest Pangkhoa settlement is
the Pangkhoa Para in Bilaichhari upazila. The
Pangkhoa call this asdinthar (new village) as it is a
relocated settlement. The Pangkhoa were relocated
here from different villages.

26. Although the clothes of both male and female sig-
nifies the same denotation for identity, to under-
stand the cultural aspects of dress here we focus
women’s dress as a survival strategy against the
Bangali hegemony, against the ethnic status quo.
We focus on women’s clothes since it is more vis-
ible than men’s one. Most male persons have al-
ready given up their traditional clothes for modern
shirts, t-shirt and trousers while the Pahari women
still maintain their traditional dress at home and re-
mote areas. They still try to preserve their tradi-
tional designs to help future generations pick up de-
signs from it.

27. Each group has their own traditional clothes.

28. Before the Bangali settlement, rape, sexual assault,
or ragging was almost unknown in the hills, what
is frequent in the plain districts of Bangladesh. Lo-

cal word for rape or sexual assault is lack in their
languages.

29. When several Bangali women were asked whether
they would wear skirts or jeans, they said they wear
whatever they like: “We are the mainstream popu-
lation of Bangladesh, nobody can dominate us, and
we decide our clothes”.

Acknowledgement
I am indebted to the editor, Syed Saad Andaleeb, and two
anonymous reviewers for their meticulous reading of the
manuscript and many suggestions. Needless to say, errors,
misinterpretations, or limitations are my own.

References
Adnan, S. (2004), Migration, Land Alienation and Eth-

nic Conflict: Causes of Poverty in the Chittagong Hill
Tracts of Bangladesh, Research & Advisory Services,
Dhaka.

Ahamed, F. U. (2004), Ethnicity and Environment:
‘Tribal’ Culture and the State in Bangladesh, Phd dis-
sertation, Department of Anthropology, University Col-
lege London.

Ahmed, A. (1993), ‘Ethnicity and Insurgency in the Chit-
tagong Hill Tracts Region: A Study of the Crisis of Po-
litical Integration in Bangladesh’,Journal of Common-
wealth and Comparative Politics31(3), 32–66.

Ahmed, B. (2012), Margin, Minorities and a Political
Economy of Displacement: The Chittagong Hill Tracts
of Bangladesh,in R. Ganguly-Scarse and K.Lahiri-
Dutt, eds, ‘Rethinking Displacement: Asia Pacific Per-
spectives’, Ashgate Publishing Ltd, UK, pp. 173–194.

Ali, S. M. (1993),The Fearful State: Power, People and
Internal War in South Asia, Zed Books, London & New
Jersey.

Ali, S. M. (2010),Understanding Bangladesh, C Hurst &
Co Publishers Ltd, London.

Anduji, E. (1988), ‘Ethnic Identity of Transethni-
cally Adopted Hispanic Adolescents’,Social Work
33(6), 531–535.

Barnard, A. and Spencer, J. (2010), The Routledge En-
cyclopedia of Social and Cultural Anthropology, Rout-
ledge, Lonodon.

Barnes, R. H., Gray, A. and Kingsbury, B., eds (1995),In-
digenous peoples of Asia, Association for Asian Stud-
ies, Ann Arbor, MI.



UDDIN , A.DYNAMICS OF SURVIVAL STRATEGIES: PERSPECTIVES FROM THEINDIGENOUS PEOPLE OF THECHITTAGONG HILL TRACTS, BANGLADESH 61

Bertocci, P. J. (1996),The Politics of Community and Cul-
ture in Bangladesh, Centre for Social Studies (CSS),
Dhaka, chapter Resource Development and Ethnic
Conflict in Bangladesh: The Case of the Chittagong
Hill Tracts, pp. 123–160.

Chakroborty, R. L. (1977), ‘Chakma Resistance to Early
British Rule: Bangladesh Historical Studies’,Journal
of the Bangladesh Itihaas Samity2, 133–156.

Dalton, E. T. (1973),Tribal History of Eastern India,
Group IV, Tipperah and Chittagong Tribes, Cosmo
Publications, Delhi. Originally published in 1872.

de la Cadena, M. and Starn, O., eds (2007),In Indigenous
Experience Today, Berg, Oxford, chapter Introduction,
pp. 1–30.

Elsass, P. (1992), Strategies for Survival: The Psychology
of Cultural Resilience in Ethnic Minorities, New York
University Press, New York.

Ghosh, K. (2006), ‘Between Global Flows and Local
Dams: Indigenous, Locality, and the Transnational
Sphere in Jharkhand, India’,Cultural Anthropology
21(4), 501–534.

Hunter, W. W. (1876), A Statistical Account of Bengal, D
K Publishing House, Delhi. Reprinted 1973.

Hutchinson, R. H. S. (1906), An Account of the Chit-
tagong Hill Tracts, Bengal Secretariat Book Depot,
Calcutta.

Jochim, M. A. (1981), Strategies for Survival: Cultural
Behavior in an Ecological Context, Academic Press,
New York.

Lewin, T. H. (1869), The Hill Tracts of Chittagong and
the Dwellers Therein, with Comparative Vocabularies
of the Hill Dialects, Bengal Printing Company Limited,
Calcutta.

Li, T. M. (2000), ‘Articulating Indigenous Identity in In-
donesia: Resource Politics and the Tribal Slot’,Com-
parative Studies in Society and History42(1), 149–179.

Li, T. M. (2010), ‘Indigeneity, Capitalism, and the
Management of Dispossession’,Current Anthropology
51(3), 385–414.
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Abstract

Pharmaceutical sector is one of the most developed sectors in Bangladesh contributing to the country’s economy.
With an annual turnover of around BDT 840 million (as on 2011), this is one of the fastest growing sectors in the
country. Among the 49 least developed countries (LDCs), Bangladesh is the only country that is nearly self-sufficient
in producing pharmaceutical products. This sector startedflourishing after the 70’s and its growth rate is remarkable.
As a least developed country, Bangladesh is getting the benefit of producing and marketing drugs in TRIPs-related
patent regimes. As this period is going to expire in 2016, a serious threat is looming for Bangladesh. The study
used primary survey data collected from fifty one participants related to the pharmaceutical industry (physicians,
manufacturers, pharmacists, sales persons and other stake-holders). Secondary data available from websites, books,
newspaper and journals have also been used. This paper highlights the present scenario of the pharmaceutical indus-
try in Bangladesh, emerging opportunities and the probablechallenges it faces. The findings are expected to help
potential investors and stake-holders of the pharmaceutical companies in Bangladesh.

1 Introduction

Pharmaceutical sector is one of the most developed
and self-sufficient industries in Bangladesh, maintaining
double-digit growth rate over the last few years. The in-
dustry tends to experience fairly steady demand and is
less sensitive to changes in the business cycle because
of the nature of its end-products. Companies in the sec-
tor are mainly affected by competitive market shares, di-
versified product lines, new product innovation, cost effi-
ciency, pace of approvals from internationally recognized
authorities, and the strength of research and development.
With a history since 1950s, the industry has become one
of the most successful manufacturing industries in the de-
veloping countries (Attaran 2004, Azad 2009, Chowdhury
2010, Nazmul, Mazharul and Anzir 2011, Nimalathasan
2009, Sampath 2008, Shafiuzzaman 2002).

Pharmaceutical industry in Bangladesh is contributing
around1% of GDP. There are 265 licensed pharmaceu-
tical companies in Bangladesh among which 150 are ac-
tively in operation. The sector is highly concentrated as
the top 20 companies constitute85% of the total market.
The pharmaceutical companies focus mainly on branded
generic final formulations, produced from imported APIs
(Active Pharmaceutical Ingredients). Generic drug is a
product that is comparable to brand/reference listed drug
product in dosage form, strength, route of administration,
quality and performance characteristics, and intended use

(http://en.wikipedia.org). About85% of the drugs sold
in Bangladesh are generic drugs and the rest are patented
drugs.

Bangladesh manufactures roughly 1,300 generic drugs
of various registered brands. These generic drugs have
different dosage forms and strengths. The wide range of
generic drugs includes anti-ulcerants, flouro-quinolones,
anti-rheumatic non-steroid drugs, non-narcotic analgesics
and so on. The industry now caters to 97 percent of the
country’s pharmaceutical needs. The remaining 3 percent
includes insulin, vaccines and high-end anti-cancer drugs,
the production of which is capital intensive and therefore
not economically feasible for Bangladesh.

2 Objectives of the Study
The objectives of this research are as follows:

1. To provide a comprehensive overview of the phar-
maceutical sector in Bangladesh.

2. To assess the market share of top pharmaceutical
companies, their cost structures and profit margin.

3. To discuss TRIPs and its implication for
Bangladesh.

4. To evaluate the opportunities and prospects of the
pharmaceutical sector.

5. To study the challenges pharmaceutical companies
are presently facing.
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6. To recommend probable solutions to overcome the
challenges.

3 Scope
The scope of the study is mainly concerned with the do-
mestic pharmaceutical companies in Bangladesh. There
are 265 such pharmaceutical companies listed with the
Directorate of Drug Administration (DDA). To obtain the
overall picture about the sector, these 265 companies were
considered. Some multinational companies currently op-
erating in Bangladesh were also taken into consideration.
However, the main focus was on the top ten companies
about which detailed information was collected and anal-
ysis performed.

4 Methodology of the Study
The research design adopted is descriptive in nature and
involved data collection about the characteristics of the
pharmaceutical market, competitors, as well as the differ-
ent manufacturers. Primary data was collected directly
and from telephone interview with fifty one officials and
stakeholders engaged in the top ten pharmaceutical com-
panies. While interviewing, both structured as well as
un-structured questionnaire have been used. Secondary
information was gathered from websites, newspaper arti-
cles, journals and annual reports of different pharmaceu-
tical companies. Online sources have also been used to
carry out the study.

5 Limitations
Every research study encounters some obstacles and con-
straints. These obstacles can be addressed in future stud-
ies related to this work. This study has the following lim-
itations:

1. Many of the pharmaceutical company professionals
could not provide data due to company rules.

2. Other than the listed companies, the price sensitive
information like total sales, gross profit, and net
profit were not available. It would have been bet-
ter if exact sales, operating expense, profit margin
of the companies could be compared.

6 Market Size and Growth
Shown in Figure 1 and Table 1, the retail market size of
pharmaceutical companies has reached BDT 840 billion
as on 2011 according to Integrated Marketing Services
Ltd. (IMS) report 2012. The report further indicated that
net turnover achieved23.6% growth in 2011, following
23.8% and16.8% growth in 2010 and 2009 respectively.

High growth in the last three years indicates a positive out-
look for this sector. Although the IMS does not include
the rural market in this survey, the actual size will vary
slightly. It was estimated that the retail market represents
90% of the total market.

7 Major Players in the Pharmaceu-
tical Sector

According to the data (Table 1), Square Pharmaceuticals
is the market leader in the pharmaceutical sector holding
18.7% (as on 2011 data) of the market share, followed by
Incepta Pharmaceuticals (9.3% market share), Beximco
Pharmaceuticals (8.8% market share), Opsonin Pharma
(5.1% market share) and Renata (4.9% market share).
The top 5 pharmaceutical companies held46.8% mar-
ket share in 2011 among which three are listed with the
Dhaka Stock Exchange (DSE) and the Chittagong Stock
Exchange (CSE). Table 1 shows the market size, market
share and growth of the top pharmaceutical companies:

8 Cost Structure and Margins of the
Pharmaceutical Companies

Production cost is around 45%–55% for the pharmaceu-
tical companies depending on the products they produce
which results in55% to 45% in gross profit margin for
most of the companies (Figure 2). As nearly 70% of the
raw materials (API) are imported from outside the coun-
try, this accounts for most of the cost. The rest are conver-
sion and other supporting costs. Operating cost is roughly
24% of sales for the top pharmaceutical companies. The
tax rate for the pharmaceutical companies is37.5%, but
it is 27.5% for the listed companies. Listed companies
further enjoy 10% rebate for paying out more than20%
dividend. Operating margin is hovering around 15%–25%
and the net profit margin is around 15% for the top phar-
maceutical companies. However, average net profit mar-
gin is roughly 7% for other small companies in the sector.
Figure 2 shows the financial indicators in details.

9 Trade Related Intellectual
Property Rights (TRIPs)

Intellectual property rights were brought into the
GATT/WTO framework for the first time in the Uruguay
Round of negotiations (Yusuf, 2006). The TRIPs agree-
ment permits Bangladesh to reverse-engineer patented
generic pharmaceutical products to sell locally and export
to markets around the world. Article 66 provides Least
Developed Countries (LDCs) with breathing space before
introducing full product patent protection. Bangladesh
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Figure 1: Market size and growth

Table 1: Market share of the top pharmaceutical companies

Market Size Growth Market MarketCompany
in 2011 Share in 2011 Share in 2010

(BDT million) (%) (%) (%)

Square Pharmaceuticals 15, 725.8 20.5 18.7 19.2

Incepta Pharmaceuticals 7, 851.5 28.6 9.3 9.0

Beximco Pharmaceuticals 7, 415.0 30.5 8.8 8.4

OpsoninPharma 4, 275.4 27.2 5.1 4.9

Renata Pharmaceuticals 4, 076.8 26.1 4.9 4.8

Eskayef Bangladesh 3, 980.3 18.9 4.7 4.9

ACI 3, 578.2 24.9 4.3 4.2

Acme Laboratories 3, 500.7 13.7 4.2 4.5

Aristo Pharma 3, 412.8 26.3 4.1 4.0

Drug International 3, 070.2 18.9 3.7 3.8

Top 10 Companies 56, 886.5 23.6 67.7 67.7

Top 20 Companies 71, 382.5 24.1 84.9 84.6

Other Companies 12, 661.6 20.7 15.1 15.4

Total Sector 84, 044.1 23.6

Source: World bank, Top pharmaceutical company websites, IMS report
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Figure 2: Financial indicators of the top five pharmaceutical companies

is therefore exempt until 2015 from patent protection on
reverse-engineered generic products destined for the local
market.

Bangladesh also enjoys some advantages from TRIPs
in exporting pharmaceutical goods:

• Bangladesh can export generic drugs to markets
where the patent owner has not filed for protec-
tion (Most drugs onWHO’s Model List of Essential
Drugsare not patented).

• Bangladesh can export to other LDCs or non-
WTO members which have not implemented prod-
uct patent protection, for example Myanmar.

• Bangladesh can also export to a country which has
issued a compulsory drug license and awarded the
production contract to Bangladesh.

The cost of importing APIs will most likely rise as TRIPs
phases in. In case the TRIPs agreement is not extended
beyond 2015, the local manufacturer will face a number
of constraints:

• Import costs of patented APIs are likely to increase.
• The cost of manufacturing patented drugs will also

increase as the companies are likely to pay royalty
to the original manufacturer.

• Export of patented products will become costly.

10 Strategies for the Future
(After 2015)

The strategies after TRIPs waiver period may be classi-
fied into micro and macro approaches. The strategies may
seem a bit costly at the beginning but it is designed to
benefit the sector as a whole.

Micro approaches:The micro approach focuses on the
industries within the geographic boundary of
Bangladesh. The strategies are designed to en-
sure strengthening of management of pharmaceu-
tical operations and decreasing the equity disparity
arising out of implementation of TRIPs.

Macro Approach: The macro approach is based on
strategies that can be undertaken by utilizing the
strengths of the regional countries, especially the
developing countries. It may be mentioned that the
only way to fight the competition from the devel-
oped world is by uniting the developing world to
address the needs of the pharmaceutical sector.

However, it is expected that WTO will consider ex-
tending the TRIPs waiver period an additional 10 years.
The WTO Director General, Pascal Lamy, while vis-
iting Beximco Pharmaceuticals on April 1, 2012 com-
mented, “WTO will examine whether Bangladesh needs
a waiver as the country is graduating out of the LDC sta-
tus. Bangladesh’s economy is growing more than the
world average and so far the country is on the right
track. Still the waiver period may be extended on the
ground of public health and technology transfer issues.”
(www.thefinancialexpress-bd.com, 2012)

11 Opportunities of the Bangladesh
Pharmaceutical Industry

The pharmaceutical sector in Bangladesh has immense
potential and can grow more rapidly in the coming years.
There are a number of factors which are contributing to
this phenomenal growth as shown in Table 2.
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Population growth rate: Bangladesh’s population
growth has been on a steady increase since its birth.
A direct correlation has been observed between the
country’s pharmaceutical sector and the population
growth. Holding other variables constant, phar-
maceutical market is expected to witness a steady
growth with the population growth rate. The large
population base of Bangladesh makes it an attrac-
tive market for Pharmaceuticals sector players.

Health consciousness among people:Health conscious-
ness among people has improved significantly in
the last few years. Government of Bangladesh, as
well as the NGOs has taken a commendable initia-
tive to increase awareness among people in the rural
areas. These initiatives are contributing positively
to the pharmaceutical sector.

Per capita income:Per capita income is an indicator of
the standard of living of a country. Bangladesh’s
real GDP is growing at around6.2% over the
last decade and per capita income is increasing at
11.3%. With improved living standard, per capita
expense in health care is also increasing. This is
contributing positively to the growth of the phar-
maceutical sector.

Life expectancy, child mortality rate, and prevalence
of chronic disease:Over the past few years
Bangladesh’s health status has improved substan-
tially as child mortality rates have decreased and
life expectancy has increased. But prevalence of
chronic diseases is growing at a staggering rate
due to increased levels of hypertension, diabetes,
and obesity. Now-a-days, the percentage of total
mortalities from communicable diseases and mater-
nal/prenatal conditions has decreased, while mor-
talities from chronic diseases have increased. This
creates greater dependence on the pharmaceutical
products.

Emergence of a number of private healthcare services:
A number of top class hospitals have started their
operations in Bangladesh. They are becoming more
popular for providing quality services and con-
tributing to increased healthcare expenditures. The
people who used to travel outside the country for
medical treatment are now more comfortable about
obtaining services from these hospitals.

Export to developed countries:Healthcare expenditures
have increased significantly in the developed coun-
tries in the recent years. As Bangladesh is now
producing world standard generic medicines, some
of the developed countries have started import-
ing medicine from Bangladesh. It is definitely
a huge opportunity for our pharmaceutical sector.
(www.koreatimes.co.kr, 2011)

New export destination:Abdul Muktadir, Secretary
General of Bangladesh Association of Pharmaceu-
tical Industries (BAPI) indicated that the pharma-
ceutical industry plans to export drug items to
all 120 destinations from the existing 84 coun-
tries that is soon to propel the industry’s growth.
He further stated that those days are not far off
when Bangladesh would earn thousands of crores
of takas from export of pharmaceutical products
and this is possible in the next five to seven years
(http://www.bssnews.net, 2011).

Local and foreign accreditation of top companies:The
top pharmaceutical companies like Square, Bex-
imco, Incepta, Renata and SK&F received the
United Kingdom’s Good Manufacturing Practice
(cGMP) certificate in 2011. A few more compa-
nies also have applied for this certificate an hope to
get it very soon. These certificates would not only
help to increase the credibility of local medicines
but also expedite Bangladesh’s export to potential
destinations.

Grabbing the international donor market:Pharmaceuti-
cal exports may see a massive boom in the coming
days as the local producers are preparing to join the
billion dollar medicine supply chain of different in-
ternational charities. Global medicine donors like
the Clinton Foundation, the Bill and Melinda Gates
Foundation, Oxfam and other agencies every year
donate drugs worth billions of dollars to poor coun-
tries. These charitable organizations have shown in-
terest to import generic drugs from Bangladesh as
the products are complying with WHO guidelines
(www.thefinancialexpress-bd.com, 2011).

Commercial production of herbal medicine:Few of
the top pharmaceutical companies (e.g., Square,
Acme, IbnSina, and Radiant) have started produc-
ing herbal products. Few others like Renata are
waiting to get approval from the Directorate of
Drug Administration (DDA). As the side effects
of herbal medicine are negligible, they are popular
all over the world and their demand is increasing
(http://www.bonikbarta.com, 2012).

12 Challenges Associated with
Pharmaceutical Companies in
Bangladesh

In spite of thriving and continuously maintaining double-
digit growth rates, Bangladesh’s pharmaceutical sector
still suffers from a number of hindrances:

Most of the APIs used are imported:70% of the APIs
used for production of pharmaceuticals are im-
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Table 2: Factors contributing to pharmaceutical sector growth

Health Indicators 2009 2008 2005 2000

Life expectancy 68.30 68.00 66.90 64.70

Govt. expenditure in health care services (%)31.70 31.40 34.90 39.00

Health care expenditure in % of GDP (%) 3.35 3.32 3.21 2.82

GDP per capita (current US$) 607.80 546.90 428.80 363.60

Poverty level (%) 31.50 40.00 48.90

Source: World Bank

ported. Although a few top pharmaceutical compa-
nies came forward to produce APIs in our country,
yet the number is 22 up to September, 2012. The
startup cost of API production is too high as each
of the API molecules need separate establishment.
However, the net profit margin from APIs is as high
as35% which may attract local companies.

Competition with drugs without license:The top phar-
maceutical companies are producing drugs with ap-
proval from DDA. But many small producers don’t
care to take approval. They are especially active in
the rural areas & selling medicines at lower price.
The quality drugs producers have to face fierce
competition with these companies (The Daily In-
qilab, 2006).

Substandard products:Few small companies don’t
maintain quality during production of homeopathic,
allopathic, ayurvedic and unani medicines. People
living in rural areas being less conscious about
quality are consuming these products (The New
Nation, 2005).

Lack of supervision: Most of the pharmacies are not su-
pervised frequently enough to ensure the quality of
drugs sold there. It is alarming that out of 64 dis-
tricts in Bangladesh, the DDA has no representa-
tives in 39 districts to examine the quality of drugs
being sold in the pharmacies (The Daily Ittefaq,
2006).

Capacity of Drug Administration:: The DDA is respon-
sible for registration of drugs marketed in
Bangladesh and for inspection of premises and li-
censing. The DDA with its present set up and in-
adequate strength often finds it difficult to carry out
the large volume of its assigned work. Drug test-
ing laboratories (one in Mohakhali, Dhaka, and the
other in Chittagong) are not properly equipped with
skilled manpower and equipment to carry out their
testing functions (The Daily Ittefaq, 2006).

Moreover, the pharmaceutical executives and pharmacists
do not have enough training in assessing bioequivalence
studies. In the absence of appropriate bioequivalence test
facility, in-vitro study is done in Bangladesh (Yusuf M.

A., 2006). This in-vitro study is of no use when pharma-
ceutical companies want to have their products registered
in the developed country markets.

13 Policy Implications
The present growth of the pharmaceutical sector can be
expanded if some strategic measures are taken. To over-
come the challenges of the sector as well as ensuring
growth, the following strategies are recommended:

Development of the pharmaceutical sector:To exploit
the TRIPs flexibilities, the local companies should
be developed. Proper documentation, bioequiv-
alence laboratory facility, more investment in re-
search & development activities will improve the
sector.

More facilities to establish API parks:Around 70% of
the APIs used for pharmaceutical production is im-
ported which incurs huge costs. This dependency
can be minimized if the local companies start pro-
ducing APIs. The government can provide more
facilities for API producers which will eventually
help the pharmaceutical sector.

Exclusive market right: The major companies should
negotiate with patent holders for “exclusive mar-
keting rights” for a stated period which may ini-
tially cause a certain degree of price increase but
will provide benefits in the long run. Joint ventures,
trade licensing, product licensing, etc., have already
started which can be expanded on a priority basis.

Encouraging mergers in the local market:Mergers in
the local market have become a need of the day.
This will also ensure development of management
capabilities, since the company will have to plan
based on macro environmental forces.

Increased R&D activities:Joint R&D activity by the
pharmaceutical companies with various universities
and research laboratories should be initiated with-
out delay. This will not only enhance the overall
strength of the pharmaceuticals but will also de-
velop the overall academic base of the universities,
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and thus open up a new horizon for management of
the pharmaceutical companies.

Promotional activities in different destinations:
Promotional activities of our pharmaceutical com-
panies should be increased. The potential buyers
should clearly know about our competitive advan-
tages. Our world-class quality at significantly lower
prices should be highlighted. This will certainly
improve exports further which are already growing
fast.

14 Recent Initiatives
Fiscal budget 2012–13:Several measures have been

taken in the budget of 2012–13 to help the phar-
maceutical companies in Bangladesh:

• Import duty on machineries for pharmaceuti-
cal industries (air handling unit and air condi-
tioner have been reduced sharply to3% from
152%.

• Import duties on streptokinase and insulin
pens have been waved.

• Import duty and taxes on 46 essential items
for the pharmaceutical industries have been
reduced to29% from 59%.

Tax reduction on capital machineries will attract
new pharmaceutical companies to establish busi-
ness as well as encourage the existing firms to ex-
pand capacity and product lines. With significant
incentives in importing raw materials, pharmaceuti-
cal companies are expected to maintain sustainable
growth and increase margins in the coming days.

Getting new boost to recent export policy:Drug makers
in Bangladesh will soon be able to send samples
worth up to $60,000 annually to prospective buy-
ers overseas. The amount, twice the current limit,
has been suggested in the export policy proposed
for 2012–15 to boost pharmaceutical exports (The
Daily Star, 2012).

15 Conclusion
Pharmaceuticals are vital to Bangladesh’s healthcare sec-
tor and represent one of the most important sectors of
the manufacturing industry. The sector is almost self-
sufficient as97% of the total demand is met by the local
manufacturers. Yet70% of the raw materials (APIs) used
in the pharmaceutical sector are imported. Few of the lo-
cal companies have started producing APIs though very
little in quantity compared to the total demand. The phar-
maceutical sector has huge potential to export as the de-
veloped countries have showed interest to import generic

drugs from Bangladesh. Few of the top local firms have
obtained accreditations from USA, UK and Australia; a
few others are waiting in the wings. Almost all the firms
are upgrading their facilities and taking precautions for
the post-2016 scenario, while aggressively expanding in
both local and export markets. Though the TRIPs stipu-
lations and dependence on imported raw materials have
been challenging to the sector, the pharmaceutical com-
panies are trying to develop quality products. The Gov-
ernment of Bangladesh, regulatory authorities, and stake-
holders should come forward to help this promising sec-
tor.
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Abstract

This paper reviews the furniture sector of Bangladesh as a potential sector for promoting pro-poor growth. With
increasing urban surplus labor and the recent growing negative image of the RMG industries in the global arena, it is
critical that we try to ensure that sectors like furniture, with high absorption capacity of low skill labor, can grow and
expand quickly so as to diversify our export and manufacturing base. The paper is based on empirical research
and qualitative study conducted across major furniture clusters in Bangladesh. In depth interviews of members
of Bangladesh Furniture Industries Owners Association (BAFIOA) were also undertaken; the survey was financed
by Katalyst Swisscontact. A market system approach is utilized to identify the systemic constraints in the sector.
Major constraints entail lack of skilled labor force, low level of mechanization, limited access to finance, and lack of
effective governmental support. The underlying constraints that give rise to these symptomatic issues are identified
and actionable recommendations are offered.

1 Introduction

Furniture is one of the most rapidly growing sectors
of Bangladesh with over 70,000 enterprises all over the
country and employing over 300,000 poor laborers (Kat-
alyst 2012). The growth of Bangladesh’s furniture in-
dustry is evident in both local and international markets
(EPB 2010). The industry life cycle of the sector signifi-
cantly correlates with the macroeconomic performance of
the country. When the disposable income of the popu-
lation increases, the demand for furniture grows as well
(Katalyst 2012). This has been manifested through the
real estate boom in Bangladesh, as well as the increasing
number of new entrants in furniture production. The local
production of furniture is around US $ 958 million,1 and
$16.84 million2 worth of furniture was imported in 2009–
10. The export of furniture has also been increasing at
16–19%.In the fiscal year 2009–10 furniture export was
$19 million and in 2012–13 it increased to $31 million
(Hossain 2013).

The export-oriented shipbuilding industry has also
been growing in Bangladesh which requires a significant
supply of furniture and this can provide an avenue for ex-
ports. With the present momentum, Bangladesh has the
potential to earn $2.0 billion by exporting ships and ves-
sels in the next five years; the industry has already se-
cured orders worth $500 million (Bilkis 2013). On av-
erage, 0.15%–0.20% of the cost in shipbuilding goes to

furniture (EPB 2010) and therefore we are looking at a
potential market of over $4 million. This could be an-
other potential area of export expansion for Bangladesh;
thus the furniture industry has the potential to play an im-
portant role in the country’s economy.

Furniture sector is a labor intensive industry and is
one of the very few sectors that offer progressive employ-
ment opportunity to workers below the poverty line. For
Bangladesh, its competitiveness lies in the abundance of
affordable labor. In other contemporary Asian furniture
exporting nations (China, Vietnam, Thailand, Malaysia),
the cost of labor is either equal to or more than $120 per
month, whereas in Bangladesh it ranges from $37 to $120
per month (INSPIRED 2013). The laborers here have ex-
pertise in complex hand carving on different hardwood
varieties. But due to wide availability of such skills, the
carver artisans charge close to what a normal laborer is
paid. As a result, labor costs account for only 20% of
production cost in Bangladesh, whereas in wood furniture
manufacturing worldwide, labor accounts for up to 40%
of the total costs (Whelan and Maklari 2002).

Furthermore, the furniture market is linked with vari-
ous other interconnected value-chains, i.e. it is connected
to sectors such as sawmills,3 wood processing industries,
upholstery suppliers, accessories, etc. Thus growth in the
furniture sector acts as a demand pull growth factor in re-
lated intermediate goods industries. This is borne out by
international experience, for instance in Jepara, Indone-
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sia, which is a large furniture cluster, Roda, Philippe,
Philippe, Levania and Achmad (2007) found that the con-
centration of furniture activity and growth of the sector
has stimulated a substantial regional economic boom with
increased opportunity for more subsidiary activities and
industries. But according to INSPIRED (2013), most
furniture enterprises in Bangladesh lack efficient layout
and material flow, adequate knowledge of up-to-date tech-
nologies, and labor productivity, all of which affect pro-
ductivity, lead-time and overall quality. However, exis-
tence of large manufacturers who have the potential to ex-
pand their export base, and concurrent local market ex-
pansion with feasible approaches to enhance productivity
for small and medium sized manufacturers can transform
the Bangladeshi furniture industry and enable it to act as
a major driver towards industrialization and poverty alle-
viation.

Hence the furniture sector has pro-poor growth po-
tential and can concomitantly result in a poverty alle-
viating multiplier effect across a wide range of related
sectors. The present paper, based on survey and sec-
ondary research, analyzes the furniture market system
in Bangladesh and identifies the systemic constraints in-
hibiting the growth of the sector. The paper also posits
recommendations which may stimulate systemic market
changes in the sector resulting in poverty alleviation.

2 Literature Review
In a labor surplus economy like Bangladesh, pro-poor
economic growth is strongly contingent upon evolving
structural changes in the economy. Economic growth, to
be poverty reducing, must ensure the generation of suf-
ficient employment opportunities for the surplus labor in
the agricultural sector (Ahmed, Bakht and Yunus 2011,
Osmani 2005). Numerous cross-country studies show that
countries which attained high rates of employment growth
along with high rates of economic growth were also able
to reduce poverty significantly (Rahman and Islam 2003).
There are arguments for labor-intensive growth in a num-
ber of studies where employment expansion has been
identified as the major tool of poverty reduction through
economic growth (Khan 2001; 2005, Wold Bank 2005).

Employment can result in poverty reduction if there
is a transformation of the structure of employment to-
wards sectors characterized by higher productivity and re-
turns. For Bangladesh this would mean a shift towards
manufacturing and industrial sectors (Rahman and Islam
2003). Furthermore, Bangladesh’s largest share of ex-
port comes from RMG, leather and shrimp processing
industries. Researchers have found strong evidence that
there exists a positive relationship between export and
economic growth (Ahmed 2001, Mamun and Nath 2005,

Rashid 2000). The policy environment also played a cru-
cial role as it shifted from that of an import substitution
model of the early independence years to that of an ex-
port promotion model (Mamun and Nath 2005, Uddin and
Ahmed 2009). Thus ensuring growth of manufacturing
sectors with export potential, which offer scope for pro-
ductive employment, can be a viable strategy for poverty
reduction.

But the relationship between manufacturing sector
growth and improving the lives of poor workers may be
less direct as the internal dynamics of a sector can act as
a ‘filter’. For instance, the growth of a sector may lead
to more and better employment opportunities for skilled
workers rather than poor ones. Even worse would be if
a sector absorbs low skilled poor workers, but they can’t
work themselves out of poverty and are ‘trapped’ in badly
paid jobs. Also unskilled or low skilled workers cannot
find employment in every sector as they might fail to meet
the minimum skill requirements (Bekkers 2009).

Thus an urban pro-poor growth strategy would look
for ‘entry’ sectors withlow thresholds, capable of absorb-
ing unskilled new workers often migrating from rural ar-
eas or agriculture. However the ability to absorb low skill
workers is in itself not sufficient; the sector must offer op-
portunity to the unskilled laborers to acquire skills while
being employed in the sector. This skill development in
turn, if sufficiently rewarded, may allow the workers to
work themselves out of poverty (Bekkers 2009).

Thus, to ensure productive pro-poor employment, a
sector must have a threshold employment elasticity of
growth. Too high employment elasticity in a sector would
usually imply higher job creation for any given growth
by drawing less-skilled workers from the informal econ-
omy, but most likely will take place at the expense of pro-
ductivity. In the economics literature we find that em-
ployment elasticity that exceeds unity is often associated
with low-productivity jobs (Rahman and Islam 2003). But
it has also been suggested that employment elasticities
in developing economies should ideally be around 0.7
until these economies attain upper-middle-income status
(Kapsos 2005, Khan 2001). Based on this that Rahman
and Islam (2003) suggested that the furniture sector of
Bangladesh should be identified as one of the thrust sec-
tors for poverty reduction; the study found that it has an
employment elasticity of 0.65. There are roughly in ex-
cess of 70,000 enterprises in the furniture sector, employ-
ing over 300,000 mostly unskilled laborers (BBS 2007,
Khan 2011).

The furniture sector therefore offers scope for produc-
tive employment and with high presence of low skilled
poor workers, it has significant pro-poor growth potential
Figure 1. In the following section, we will develop the
context and the framework of the study based on which we
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Figure 1: Potential for poverty alleviation

can analyze the furniture market system in Bangladesh.

3 Analytical Framework and
Methodology

In order to understand the dynamics of the furniture sec-
tor and the key constraints, a sector analysis using in-
depth interviews with structured questionnaire was con-
ducted covering 111 enterprises in 10 selected districts
(17 Clusters) of the country, of which 91 were furni-
ture enterprise of different categories and 20 were carpen-
ters. Furthermore, key informant interviews of members
of Bangladesh Furniture Industries Owners Association
(BAFIOA) national and local chapters at the cluster level
were undertaken in order to estimate the nature of distri-
bution of furniture enterprises. The study was funded and
guided byKatalyst; which is a development project under
the Ministry of Commerce (MOC) of the Government of
Bangladesh and implemented by Swisscontact and GIZ
International Services. The project is jointly funded by
SDC, DFID, CIDA and the Embassy of the Kingdom of
the Netherlands.

Katalyst has been working in the furniture sector since
2004 with a cluster specific approach, mainly in Mirpur,
with emphasis on productivity and domestic trade pro-
motion. Over the yearsKatalysthas expanded its activ-
ities and has started operating nationally by working with
stakeholders like Bangladesh Furniture Industries Owners
Association (BAFIOA), Export Promotion Bureau, etc.
Katalysthas already undertaken some critical work in the
field and there has been significant improvement in the
sector due to long and deliberate effort by the project.4

In this paper, furniture firms have been subdivided into
five categories. The categories are not neatly divided and

hence some degree of judgment was involved in classifi-
cation of surveying firms. The classification of firms is
based on a combination of factors: size, the number and
type of machinery used, and how it positions itself in the
furniture market – as a brand, a generic ‘traditional’ man-
ufacturer, or as a subcontractor (Bekkers 2009). All these
factors influence a company’s absorption and scope for
productive employment opportunity. Size may translate
into higher demand for labor, but not always; for instance
in a more modernized factory, mechanization may trans-
late into a demand for specific technical skills and there-
fore may reduce the importance of manual skills (Bekkers
2009). The Table 1 portrays the salient features of the
furniture firms under different classification:

Based on the study, the Table 2 provides an estimate
of the scale and size of the furniture industry based on the
aforesaid classification. The number of enterprises seems
to be plausible because we get similar figures when we
look at the Business Registry (BR) 2007 which has the
only ‘nationally relevant’ estimate of the size of the furni-
ture manufacturing industry. The values in BR 2007 are
updates of the Economic Census 2001–2003. The Table 3
gives a summary of the relevant table pertaining to the
furniture industry.

However, while the Economic Census-2001/2003 cov-
ered micro, small, medium and large enterprises, BR-
2007 excluded micro enterprises. To address this, the mi-
cro enterprise numbers were estimated by means of ex-
trapolation. This extrapolation is based on the observed
compound annual growth rate of the number of ‘small’
enterprises, those with ‘headcount’ of between 10 and 49,
and then applying that growth rate to the number for mi-
cro enterprises as of 2001/2003. As we can see, based
on different classifications, the total number of furniture
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Table 1: Classification of furniture firms

No. of Tools and Annual Sales (avg.)Category
workers Equipment Production per year

Have back process facility (own sawmills & More than USD 1.4
Large More than 150 seasoning plants) and equipped with all 3000 Pcs million

small, medium and heavy machines. of furniture

Totally equipped with power tools and with 2000 to 3000 Pcs USD 250
Medium 1 71 to 150 small and some medium to heavy stationary offurniture thousand

machineries.

Use at least 80% power tools and USD 110
Medium 2 26 to 70 some small to medium stationary 1000 to 1950 Pcs thousand

machineries.

Some 20% power tools (e.g. hand sanding USD 110
Small 10 to 25 machine, hand drills, hand routers), basic forms Up to 1950 Pcs thousand

of stationary machines (locally produced
drills, molders, sanding machine, circular saw, etc.)

Micro Less than 10 No power tools, only hand tools No definite number $25,000

Carpentry Hand tools Order based, no show- No
Households 1 to 3 Only room or works at definite

clients home or office sale

Table 2: Size of furniture industry

Average TotalCategory Number
Employment Employment

Enterprises
Micro 7,961 5.6 44,184
Small 2013 1,676 16.6 27,822
MSM2 276 39.5 10,909
MSM1 40 88.9 3,556
Large 35 524.6 18,360
All 9,913 104,830

Free Lance Carpenters 74,926 2.1 154,285

Total Employment 259,115

Table 3: Furniture industry as per BR 2007

Firm size classes Micro Small Medium Large Total

Furniture making 69,695 1,258 47 34 71,034
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enterprises in 2007 was around 70,000, while the current
survey shows it is around 85,000. In the following section,
based on the present study, we will look into key charac-
teristics of different categories of furniture enterprises.

4 Characteristics of Furniture
Enterprises

The enterprises surveyed were principally sole proprietor-
ship companies (90%), apart from some partnership com-
panies (4%) and private incorporated companies (5%).
The carpenters surveyed were found to be not registered
businesses. This distribution of ownership structure is
common across other industries of Bangladesh, especially
ones which are at a transitional phase moving from a cot-
tage to a more industrial structure. The production spaces
were found varying (on average 462, 1,583, 2,614, 9,440
and 26,000 square feet for micro, small, MSM2, MSM2
and large enterprises, respectively).

There is a significant suboptimal usage of floor space
utilization in the furniture sector, even among large enter-
prises. In most cases it was found that locker boxes for la-
borer were placed on the ground. These boxes, although
varying in size, individually occupied almost 2.5 square
feet of space and that means in a factory of 20 workers,
almost 50 square feet was lost to these boxes. Instead of
lining them up on the factory floor space, they could easily
have been stacked up. Similar situation was observed in
regards to placement of finished or semi-finished goods.
They were placed haphazardly across the floor or lined
up; instead of this arrangement, the goods could have
been stored in a much more optimal position. Most man-
ufacturers raised the issue that the high cost of land, civil
construction, or rental tariff are too high and they cannot
afford the space they need to manufacture products con-
veniently. Given such wanton inefficiency in space uti-
lization, it is no wonder that they face soaring production
cost.

Furthermore the machine layout is also inefficient,
which results in workers running back and forth during
the production process resulting in time loss and ineffi-
ciency. Inputs are stocked haphazardly and as a result,
there is significant wastage. For instance, wood and other
board materials were found in most cases to be stacked
together, rather than being stacked according to different
sizes and types. As a result, some workers might cut a 10
feet long wood plank and take a8 feet chunk, leaving the
2 feet as waste, where there probably was an 8 feet plank
in the stack to begin with. Hence proper inventory man-
agement is a significant requirement for these enterprises.

In terms of usage of machinery in the production pro-
cess, there seems to be a great dearth. Most firms still em-
ploy rudimentary technologies and only in the last couple

of years, have small power tools gained some traction in
the market. Even so the distribution of such machineries
seems to be highly concentrated among Chittagong and
Dhaka furniture clusters. In these two clusters, almost all
micro and small units use power/electricity driven drills
and hand routers, but just a tiny minority of them use such
powered equipment as electric planer, circular saw, joiner,
etc. Medium scale (MSM1) and large manufacturers in
Dhaka and Chittagong use stationery powered tools (com-
paratively heavy and expensive) like circular saw, zig saw
and/or table saw, planer, thicknesser, sanding machine,
panel saw, etc. Most of them have also increased the num-
ber of compressor supported lacquer sprayers. Katalyst
played a key role in promoting the uptake of lacquer tech-
nology among manufacturers in Bangladesh. This has re-
duced the pressure on demand for solid wood based furni-
ture and shifted it towards lacquer finished products. The
Table 4 gives an overview of the scale of mechanization
within the furniture industry.

Carpenters on the other hand mostly use indigenous
developed carpentry tools (e.g. hammer, chisel, hand saw,
hand planner, hand drill, screwdrivers & bits, steel tapes,
wooden or steel scale, etc.). However around 25%-40%
of them, with previous work experiences in larger en-
terprises, reported of having the skill to operate electri-
cal router, drill, planner or thicknesser, etc. Bulk of the
respondents, around 69% (33–100% depending on loca-
tion), identified capital shortage as the main barrier to
the use of equipment. Low level acquaintance (as re-
ported by some 35% respondents) with the modern car-
pentry equipment seems to be another major cause. How-
ever, in more advanced clusters like Bogra, Dhaka and
Chittagong, where machineries have been adopted on a
large scale, nearly one fourth of the respondents (23.08%)
blamed lack of training as a barrier to enhanced use of
modern tools.

Most surveyed respondents recognized that they were
getting low prices for poor or low quality of their prod-
ucts. The major reasons for this, according to them, were
low quality input (low quality timber wood, unseasoned
wood, poor or no anti-weevil treatment), minimal use of
equipment, lack of designs, poor knowledge about color
development or finishing/coating, lack of skilled workers,
lack of knowhow regarding joinery. Another cause for
failing to produce high quality products may be because
they require high level skills for particular types of prod-
ucts. Additionally most manufacturers follow a produc-
tion oriented management strategy rather than looking at
the sector as a lifestyle-oriented customer driven sector.
Hence with their primary focus on production, most man-
ufacturers fail to grasp evolving customer preference and
demands. In terms of lead-time (the period between order
placing and delivery), the average (for average order size)
was found to be increasing with company size. While this
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Table 4: Use of equipment by enterprises5

Type of Drill Jointer Moulder Circular Router Zig Lacquer Planner Thicknesser Table Sanding Panel All
firms Machine Saw Saw Sprayer Saw Machine Saw Others

Micro 1.08 0.18 0.08 0.13 0.20 0.10 0.05 0.10 0.00 0.05 0.05 0.03 0.05
SSM 2.11 0.44 0.36 0.58 0.61 0.39 0.42 0.39 0.11 0.39 0.39 0.060.08
MSM2 3.14 0.43 0.86 0.43 1.14 0.57 0.29 0.71 0.43 0.57 0.29 0.14 1.14
MSM1 4.50 1.75 1.25 1.75 2.00 2.50 7.75 0.50 1.25 0.75 2.75 0.75 1.75
Large 12.75 1.50 2.00 3.00 7.75 3.25 4.75 2.00 2.25 3.25 7.25 1.75 5.00

may seem contrary to expectations, one has to take into
account that larger companies usually get bulk orders and
hence it takes them longer to deliver than SSM category
firms. Also larger companies take more time when pro-
cessing customized orders and usually discourage such
behavior among customers, even though this is greatly in-
grained among our customer psyche. The Table 5 gives
an overall lead time scenario across categories of firm.

Most manufacturers agreed that lack of skilled work-
ers and minimal use of machines were primarily respon-
sible for stretched lead time apart from electricity prob-
lems and lack of supply of proper inputs. Around 60%
of respondents suggested that these were also the reason
for low quality of finished output. Thus availability of
quality inputs, skilled workforce, and increased usage of
power tools can significantly impact not only productive
efficiency, but also quality of the product.

One of the major inputs in the furniture production
process is labor. The industry is characterized by high
degree of labor mobility. Workers often move upward
from MSM2 to MSM1 and from MSM1 to large category
firms. This movement is driven primarily by search for
better wages and better working conditions. Typically a
worker will move into the same position in a bigger com-
pany. Conversely, there is also a downward movement of
mainly more skilled (assistant) operators and carpenters
with exposure to new techniques from Large to MSM1
and MSM 2 category firms. These workers are typically
promoted into higher positions within the small category
companies (Bekkers 2009).

This movement provides a pathway out of poverty for
most workers. However small and micro enterprises are
disconnected from this labor movement. Thus workers in
such small enterprises are usually stuck and cannot ac-
quire the necessary skills to upgrade themselves. Hence
increased usage of machinery and standardized produc-
tion processes may benefit workers in the long run, as it
will give them transferable and tradable skill sets. Most
large, MSM 1 and 2 category firms have subcontracting
arrangement with small manufacturers. This is a common
practice and is even prevalent in the export oriented fur-
niture industry of Indonesia. In line with this reality, as-
pirations of workers in smaller firms are not to move into

bigger firms, but to set up their own mobile work units or
workshop.

Bekkers (2009) identifies carving as the most demand-
ing section in the production process. Carving is about
drawing intricate designs on wood and the workers usu-
ally learn as apprentices, taking over 6 years to become
master carvers. With increasing focus on mechaniza-
tion and sleek designs, the traditional carving industry
in Bangladesh is rapidly becoming obsolete. Then there
are the traditional carpenters who require less skill than
carvers. With increasing usage of machinery and a move
towards more production orientation, carpentry based fur-
niture enterprises are losing ground. In the current sce-
nario, workers include machine operators, helpers, lac-
quer painters, etc. with comparatively specialized skill
sets. However, there remains a significant dearth of skilled
manpower and enterprises rarely wish to invest in train-
ing as, due to stiff competition, other companies usually
poach on such workers. Thus the industry is caught in
a low level equilibrium trap with everybody demanding
skilled workers but nobody investing in skill improvement
training.

The average salary received by a worker is a little over
BDT 4,600 per month. Unskilled workers’ (newly re-
cruited workers/helpers) salary is around BDT 1,800 per
month. Senior and highly skilled workers/carpenters of-
ten known as Head Mistri earn BDT 8,000 to 30,000 per
month. Majority of the enterprises provide a single bonus
per year, which is on average 35% of the salary. More than
one third of micro and small enterprises do not give any
bonuses; they just give someBakshisbefore Eid festival.
No provision of participatory provident fund (PF) could
be found in the enterprises. On average, the holidays are
about 71 days in a year, including Fridays, festivals and
national holidays. Apart from few large companies, most
factories have very little HR expertise and thus employee
motivation and efficiency is rarely addressed. In addition,
average working hours was found to be around 10.5 hours
per day and average overtime of 2.51 hours per day. Most
companies also don’t focus on health and safety issues
related to furniture production. Thus it comes as no sur-
prise that average absenteeism is around 19%, while labor
turnover was 37%. In relation to output, it is difficult to
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Table 5: Lead time across firms (days)

Micro Small MSM2 MSM1 Large

12 16 16 21 31

gather data on sales and profit margins as companies are
often reluctant to share such sensitive information. Hence
survey results were supplanted with key informative inter-
views in order to get a reliable picture. Sales growth over
the last 3–4 years has been modest and has hovered around
10% annually. Average annual sales and profit margin per
enterprise according to different categories are given in
Table 6.

While the aforesaid information has to be taken with a
grain salt because of the variation in data, it is evident that
firms in this industry enjoy economies of scale with both
profit and sales increasing with size. But this implies that
firms will face strong entry barriers and only when they
expand will they enjoy higher sales and profits. Although
having 25% gross profit margin with an annual turnover of
5 million BDT is significant, one can see the potentially
important role that low interest rate SME loan financing
can play in this industry by encouraging small enterprises
to invest more and becoming more profitable. The Table 7
shows the average annual investment (Capital Investment
and Working Capital), of which working capital invest-
ment forms the larger part (63% to 91%) depending on
the category of enterprises.

Fixed investments entail annual new investment for
machine/tools, land/building expansion, utility connec-
tion cost, other development cost, and/or annual fixed
rent, etc. As can be seen, working capital is a major com-
ponent of the furniture industry and thus high cost of cap-
ital can significantly affect the operation of the sector. All
micro, most of the small, and a few MSM2 units reported
that they face difficulties in managing working capital fi-
nancing from commercial banks and often have to resort
to less secure credits from friends and family members.

In terms of customer segments, households form the
overwhelmingly largest segment accounting for more than
78% of products sold. Offices, shops, schools, facto-
ries, apartment builders and other entities (except house-
holds) together purchase the rest. More than 80% of the
goods purchased by various entities/organizations (other
than households) are sold through furniture wholesale
traders/suppliers or middlemen. Larger enterprises also
have large institutional buyers and some like Otobi and
Navana have niche segments like the medical furniture
market. With increasing competition, driving down prices
in the household market, large furniture manufacturers are
now increasingly focusing on institutional buyers like ho-

tels, offices, real estate developer companies, etc. Addi-
tionally there may be scope for working with the growing
export-oriented shipbuilding export industry in the coun-
try by providing furniture for ships that are being built
in the country. In the following section, we will use the
market system approach to analyze the furniture market in
Bangladesh.

5 Understanding the Furniture
Market System

The market system approach, or as it commonly referred
to as ‘Making Market work for the Poor’ (M4P) frame-
work, draws on learning from other areas like Value
Chain Analysis, Business Development Service Frame-
work, New Institutional Economics and others. The cen-
tral idea is that the economically deprived individuals
are dependent on market systems for their livelihoods.
Hence transforming these market systems, so that they
work more effectively and sustainably, will consequently
improve the livelihoods of the economically deprived,
ipso facto reducing poverty (M4P 2008). The framework
has been actively applied across various regions of the
world by donor agencies like DFID, SDC, SIDA, Au-
sAID and others. They have launched numerous M4P
projects around the world; Katalyst is one of the longest
running and among the most successful M4P project in
the world and is considered by DFID to be a flagship pro-
gram (DFID 2012).

The market system approach has been found to be
helpful in identifying underlying constraints in sectors,
and in developing market driven solutions which can
stimulate systemic change rather than distorting the mar-
ket. In this paper, we analyzed the furniture market of
Bangladesh from a market system point of view and of-
fered solutions or recommendations which are sustainable
and systemic in nature. Too often there has been a failure
to position businesses in a market context. In most cases
we have asked “what problems do businesses or sectors
have and how can we solve them?” rather than the more
relevant and systemic questions: “why isn’t the market en-
vironment providing solutions?” and “How can one deal
with these underlying constraints that prevent it from ef-
fectively doing so?” (M4P 2008). M4P strives to achieve
systemic changes, which means when donor driven sup-
port is withdrawn, there are market players who can con-
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Table 6: Enterprise profit and sales

Micro Small MSM2 MSM1 Large

Annual Sales Turnover (Million BDT) 1.88 5.12 8.57 19.35 104.10
Annual Net Profit (in %) 10% 12% 14% 15% 16%
Annual Gross Operational Profit (in %) 21% 25% 30% 33% 39%

Table 7: Average annual investment per enterprise (BDT)

Type of Investment Micro Small MSM2 MSM1 Large

Fixed 203,959 312,278 475,833 2,012,500 3,977,000
Working (Revolving) 339,000 837,500 1,516,667 13,625,00037,900,000
Total Investment (Fixed+Working) 540,109 1,141,444 1,992,500 15,637,500 41,877,000
Percent of Fixed investment 38% 27% 24% 13% 9%
Percent of Working Capital 62% 73% 76% 87% 91%

tinue to evolve and grow the change inspired, resulting
in a sustainable inclusive market system that continues to
benefit the poor at scale.

Thus a M4P project addresses symptoms of market
failure by addressing the root constraint that lies in the
market system. The following diagram provides a stylized
view of a generic market system. There are three main el-
ements to a market system — core, rules and supporting
functions.

In practice, one can view all market systems through
the aforesaid lens (Figure 2) consisting of different sets
of functions and players. Thecore is where the transac-
tion or exchange between supply side and demand side
takes place. This could be furniture seller and buyer, if we
are looking at the primary furniture market system. How-
ever markets are invariably interconnected and therefore
cause of one market’s weak performance frequently lies
in related markets. Thus there could be a labor market
system where the core comprises of individual laborers
as suppliers and furniture manufacturers as buyers of this
factor of production. Rules act to shape market outcomes
and govern participation and behavior in markets. They
can be either formal rules (policy, statutes, standards) or
more informal in nature like tradition, norms, cultural val-
ues, etc.Supporting functionsare essentially requisite for
the sustenance growth and better functioning of core ex-
change. For example, in the core furniture market of fur-
niture buyers and sellers, supporting functions may entail
trade promotional services for sellers, engineering consul-
tancy services for manufacturers, consumer rights related
information for buyers, etc.

As discussed in the previous section, the furniture
industry in Bangladesh, despite its significant pro-poor
growth potential, is inefficient in nature and faces a myr-

iad of constraints. Some of the major constraints are low
usage of machinery, lack of knowledge in regards to new
designs and techniques, unskilled workforce, lack of fi-
nance, improper utilization of space and industrial lay-
out. These constraints are more symptomatic in nature
and are results of underlying market constraints. The Ta-
ble 8 gives a snapshot of key symptoms and their major
underlying constraints.

As mentioned before markets are interconnected and
most often constraints in secondary markets result in inef-
ficiency in the primary market. Thus a low skilled work-
force is a result of market failure in the training system
market. There are very few formal training providers in
the furniture industry. Currently there are eight private
institutes, providing skill development training on wood-
working, The Bangladesh Sweden Polytechnic Institute in
Kaptai being the best one in the field. Most vocational
institutes under Bangladesh Technical Education Board
(BTEB)do not offer such courses, andeven if they do, few
trainees take them up as they rarely advance in their ca-
reers. The critical role that vocational training institutes
can play cannot be underestimated. Furniture is an over
$2 billion export-oriented industry in Indonesia. There
the long standing GIZ funded PIKA Semarang, an au-
tonomous vocational institute, has played a crucial role
in being a trend setter among training institutes resulting
in wide availability of trained workers. Figure 3 is a snap-
shot of the interconnected or supporting markets where
the key constraints lie.

Lack of private sector friendly policy has been an im-
pediment for many industries. The solution that often
has been sought is to correct the policy; however this is
myopic in nature. For any industry to thrive in this era
of globalization, it has to cooperate with its government.
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Figure 2: A schematic diagram of a market system6

Table 8: Symptoms and constraints

Symptoms Initial Cause Underlying Constraints

Lack of knowledge regarding machine usage
Limited usage High cost of capital discourages investments
of machinery Unskilled workforce cannot operate

new machineries

Low level of Sub optimal Absence of commercial engineering
productive production layout consultancy service

efficiency Lack of marketable and relevant
Unskilled workforce training programs

Unfavorable import Lack of capacity for
tariff structure advocacy by association

High cost Inability and lack of understanding
of finance of the sector by commercial banks

Low customer
responsiveness

Limited application
of market research
and trade promotional
activity

Lack of linkages between marketing
companies and furniture industries

Poor design
Limited understanding
of customer preference

Lack of linkages between marketing
companies and furniture industries
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Figure 3: Key interconnected markets

Thus a key success factor is a well-organized and resilient
association which represents its members and can advo-
cate to the government on a regular basis. Apart from the
local example of associations like BGMEA in RMG and
BPGMEA in plastic, we can also cite Indonesia where the
Association of Indonesian Furniture Industry and Handi-
craft (ASMINDO) works as the backbone of furniture ex-
port. Due to heavy dependence on imported raw materials
(30 types including timber), the Total Tax Incidence (TTI)
ranges from 29–91%, and thus price of locally produced
furniture becomes higher than imported ones. Furniture is
considered a cottage industry, but it does not receive any
policy support under that category of industry. The sector
is also not defined as an industry; hence it is not regulated
under the National Industrial Policy and thus it is deprived
from regulatory support and assistance. In some cases,the
Forest Department stops the movement of finished furni-
ture and asks for the transit pass for the wood which has
been used to make that furniture, but this is absurd since
they are not the collector of woods. Since government

has identified furniture as a thrust sector, it can take up
a lead role in formulating better policies and mitigating
these constraints.

Customer responsiveness is the core support function
and requires not only understanding, but also respond-
ing to evolving customer preferences. In Bangladesh, the
fast moving consumer good (FMCG) market is very well
developed with multiple multinational companies operat-
ing nationwide. As such, market research related com-
panies are numerous in number and similarly there is a
plethora of activation companies who can launch and or-
ganize events. Unfortunately apart from the large furni-
ture companies, very few are utilizing such expertise and
as such find themselves out of sync with customer wants
and needs. Similarly the market research and promotional
companies have yet to target furniture manufacturers as a
viable market for selling their expertise. This disconnect
is causing serious impediment for the growth of the sector.
Based on this discussion, the following section will dis-
cuss some possible solution and offer recommendations.
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6 Recommendations
Based on the survey findings and by using the market sys-
tem lens to analyze the constraints in the sector, the fol-
lowing recommendations are offered.

6.1 Introduction of Furniture Relevant
Courses

Capacity of existing training institutions (Vocational in-
stitutes under BTEB) should be improved so that they can
supply skilled furniture workers. New curriculum should
be developed by BTEB, an apex educational body,in col-
laboration with BAFIOA to ensure skills acquired by the
trainees are applicable in the market. Diploma courses
or regular courses may be launched in engineering uni-
versities targeting furniture and woodworking industries.
This may be particularly suitable for regional engineer-
ing universities, like Rajshahi University of Engineering
& Technology (RUET) or Shahjalal University of Science
& Technology (SUST), which have students with greater
professional career plans than academic plans.Such uni-
versities can also play a role by promoting internship pro-
grams in furniture industries. Both BAFIOA and BTEB
have to closely collaborate to ensure that linkages are
established between the training institutes and furniture
firms. Some of the specific recommendations particularly
pertaining to policy issues are listed here.

6.2 Improving Capacity of
BAFIOA for Advocacy

There needs to be a constant engagement with the gov-
ernment of Bangladesh. BAFIOA has to be proactive in
nature and has to coordinate with relevant government
institutions (NBR, EPB, Ministry of Industries, etc.) to
bring about positive policy level changes. It should work
with Bangladesh Small and Cottage Industries Corpora-
tion (BSCIC) to get land for its industries within BSCIC
areas; for instance, in Bogra while there is a large BSCIC
area, the furniture cluster lies completely outside it and
therefore does not get any of the benefits accrued to en-
terprises located inside that area. Given rising real es-
tate prices, having a furniture park can be a significant
boon to the industry as a whole. Other policy level is-
sues have been mentioned, which the government and
BAFIOA have to jointly work and resolve.

6.3 Access to Finance
As mentioned before, access to finance is a critical con-
straint in the furniture industry. Lack of working capi-
tal limits growth of smaller furniture companies and also
limits their capacity to invest in machinery, thus curtail-
ing their productivity. Since the industry enjoys increas-
ing returns to scale, companies become more sustainable

and profitable when they grow. Currently the commer-
cial banks are reluctant to make loans to such enterprises,
as they have limited experience in assessing and deal-
ing with small and medium size furniture manufactur-
ers. Furthermore, the prevalent cost of capital is too high
for small and medium category furniture manufacturers,
as such government may promote disbursement of SME
loans which are mandated by Bangladesh Bank and have
much lower interest rate. Once companies invest in ma-
chinery and expand their production base, they can then
target the commercial loans. Here collaboration between
BAFIOA and Bangladesh Bank can significantly facili-
tate the process; however, for this to work BAFIOA has
to engage Bangladesh Bank proactively. For instance, as-
sociations of garments and knitwear manufactures, BG-
MEA and BKMEA, have jointly organized meetings with
Bangladesh Banks and other commercial banks in order to
discuss banking complexities pertaining to their industries
(BKMEA 2013).

6.4 Training by Suppliers

The input suppliers of the furniture industry,such as power
tools importers or distributors, Medium Density Fiber
Board importers, lacquer suppliers and market research
companies, should move beyond sales oriented marketing
strategy and become more ‘customer’ responsive. They
should actively engage the furniture enterprises and de-
velop customer loyalty. One of the key reasonswhy mech-
anization is low is that manufacturers are not aware of
what kind of machinery they require and how to oper-
ate them. It is the role of the machinery importers to ac-
tively train their staff who can then demonstrate the effi-
cacy of such tools and interact with these entrepreneurs.
They should organize field demonstrations of machiner-
ies in different furniture clusters and also use testimonials
of manufactures that have benefited from using such ma-
chineries. Similarly marketing consultancy firms should
approach these organizations with products like consumer
surveys or marketing strategy specifically tailored towards
individual firms. While these services may initially be
bought by large firms, the linkage needs to be established
between the two industries and only gradually will the ser-
vice market deepen and service demanded by smaller and
medium category firms grow.

The furniture sector is a promising sector for the future
of Bangladesh and can one day be another RMG sector in
Bangladesh. However for this goal to materialize, it re-
quires the constructive and active role of the government
and BAFIOA. As long as these two institutions remain
locked in their comfort zones, the sector will take a much
longer route and time to develop. Given that we have
an increasing urban surplus labor and the recent grow-
ing negative image of our RMG industries in the global
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arena, it is critical that we try to ensure that sectors like
furniture, with high absorption capacity of low skill labor,
grow and expand quickly so as to diversify our export and
manufacturing base.

Endnotes
1. National Board of Revenue, 2011.
2. National Board of Revenue, 2011.
3. According to Katalyst (2012), the total number of

sawmills in the country is more than 1500 enter-
prises.

4. For greater details on extensive work by Katalyst in
the sector, please visitwww.katalyst.com.bd.

5. The table refers to Equipment/Furniture Tools used
Per Surveyed Unit.

6. Source: M4P (2008).
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