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FROM THE EDITOR 

 
 

In this issue of the Journal of Bangladesh Studies, the 
only issue for 2004, we present the articles for June and 
December together. Combining two issues into one was 
prompted by our continuing quest for quality.  While we 
received over a dozen and a half articles, our circle of 
reviewers has expanded and they have begun to demand 
even better from the submitted articles. Many of our 
reviewers also painstakingly guide promising articles, 
many of which are in several stages of the review process 
and ought to show up in forthcoming issues. The five 
articles in this issue are a reflection of that (double-blind) 
partnership that has resulted in these important 
contributions that we are pleased to present.  
 
I am also pleased to note that we have gained recognition 
and have begun to establish ourselves in four continents. 
Article submissions have come from North America, 
Europe, Asia, and Australia. I, in fact, recall one 
submission also from the African continent which, 
unfortunately, did not match our focus on Bangladesh.  
 
I might further note that our partnership with institutions 
such as The Sam & Irene Black School of Business at 
Penn State Erie, the American Institute of Bangladesh 
Studies, East West University in Bangladesh, and 
Bangladesh Development Initiative continues to build 
steadily. Given these positive developments I feel 
encouraged that JBS will go on to make important strides 
and continue to highlight key development issues on the 
basis of conceptual and empirical analysis.  
 
As I reflect on these developments, I would like to 
highlight areas in which we have not received scholarly 
papers and invite researchers to submit articles in the 
areas of education, health, and other basic services that 
need attention and improvement. In education, for 
example, we look forward to articles that focus on 
curriculum analysis and need for change, teacher 
development strategies, new pedagogical approaches to 
“reaching” students, and how the research enterprise in 
the country could be improved. In my last editorial I had 
highlighted the country’s dependence on “borrowed 
knowledge” and how little research is being conducted by 
academia. In this regard, it is crucial that the incentive 
structure be analyzed. I might further add that it may be a 
worthwhile effort for trained academics and researchers in 
universities and related organizations overseas to partner 
with faculty in the many universities and research 
institutions in Bangladesh and enhance their research 
capabilities. Unless new and indigenous knowledge is 
generated in the country, the borrowed knowledge that we 
continue to use may not be very useful for the country’s 
needs. In fact, I would encourage those academics who 

visit the country for substantial periods of time, to 
develop links with a particular institution and offer 
intensive methodology courses. In the process they are 
likely to identify small groups with whom a partnership 
relationship could be established for long-term 
involvement to address a pertinent area of research. 
Multiple payoffs are promised by such partnerships and 
include capacity building, addressing an area of 
importance to the country that is currently unexplored or 
not being addressed using sophisticated research 
methodologies, building a long-term research agenda that 
could grow as the circle of researchers begin to widen, 
and publishing papers and books required for most who 
working in academia overseas. 
 
In this issue, we present five insightful articles. Elora 
Shehabuddin addresses the accomplishments and failures 
of policy pertaining to the millions of underprivileged 
women who might be able to do better on their own 
despite the efforts and policies designed to alleviate their 
condition of poverty. Focusing on the areas of education, 
family planning and micro-credit, she concedes that there 
have been improvements, albeit very slowly.  Urging 
policy makers not to become complacent by these 
accomplishments, Shehabuddin suggests that there is a 
long way to go and points to areas in which policy makers 
must focus to better “empower” the women of 
Bangladesh and improve their position on literacy, 
poverty, creditworthiness and related issues. Importantly, 
she makes the crucial point that for society to improve as 
a whole, women cannot remain marginalized any longer. 
This point must be understood and imbued by the vast 
majority of policy makers who are “men.” Being on the 
other side, they must better try to understand that societal 
progress will be accelerated when “both” men and women 
share the burdens and benefits of development. 
 
Habibul Haque Khondker calls attention to the 
“authoritarian” nature of democracy in Bangladesh and 
examines how it spawns a variety of social ills such as 
runaway corruption, manipulation, politicization of 
institutions, centralization of power, absence of 
accountability, lack of political vision and will to bring 
about positive change. He explains these phenomena by 
taking class factions into account, each looking out for 
themselves, to better understand “the [lack of] potential 
for democratization in an economically challenged 
society.” But he is not without hope for the country and 
suggests the need for separation of power, an independent 
judiciary, institution building, rule of law, electoral 
reforms, and continuing fight against corruption, all 
hopefully leading to a more vigorous democracy that is 
the ultimate answer. 
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Akhter Hossain examines the relationship between money 
supply growth and inflation in Bangladesh, suggesting 
how the Bangladesh Bank can play a more positive role 
and pursue an independent monetary policy or an inflation 
targeting strategy for price stabilization in the country. 
Finding a co-integral relationship between the consumer 
price index, narrow or broad money, and real income, he 
suggests that inflation targeting, requiring stringent 
conditions, may not be appropriate at this juncture. 
Instead, monetary targeting is the preferred option given 
the existence of a stable money demand function, 
monetary stability, and the existing market-based 
exchange rate system. 
 
M. Fakhrul Islam and Yoshiro Higano examine an Input-
Output model of bilateral water sharing between 
Bangladesh and India in a cooperative scenario using a 
simulation exercise.  From their model they show that if 
the present share of 15% percent of the Teesta river water 
at the Dalia barrage could be increased by another 6%, 
there would be a marginal decline in gross regional 
production (GRP) for the Indian side, while for 
Bangladesh, the gains would be substantial. However, 
they show that the in the entire region GRP would go up 
substantially.  To account for why India might be willing 
to cooperate and enable Bangladesh to get more water 
from the Teesta River during the dry season contributing 
to incread GRP, they argue for improved business and 
trade between the two countries, including a temporal 
migration of labor from India to Bangladesh to ameliorate 
the marginal decline in GRP in the Indian side. If the 
assumptions of the model are correct, this article presents 
an opportunity for India and Bangladesh to establish 
closer ties, an issue that requires building greater mutual 
trust and confidence in each other for the entire region to 
benefit more. 
 
Basanta Kumar Barmon, Takumi Kondo, and Fumio 
Osanami examine the economic impact of shifting from 
rice production to cultivation of shrimp and carp in 
Bilpabla Village in Khulna District. Their data and 
analyses demonstrate the huge income increases that have 
accrued among both land owning and renting farmers by 

making this switch. Future studies in this area need to 
address the dynamics of demand and supply and the 
environmental impacts of such changes. For example, as 
more farmers shift to shrimp-carp ghers, its impact on 
prices (and hence revenues, costs and incomes) is certain 
to change. At what point would a potential mass shift 
from rice production to shrimp-carp production be 
economically unprofitable needs to be ascertained in 
subsequent studies. At the same time, the societal impact 
of such shifts and implications for environmental balance 
must also be monitored.  
 
We continue to look for manuscripts that are innovative, 
insightful, and incisive, focusing mainly on development 
issues of Bangladesh. The articles are expected to 
provoke debate and challenge policy makers, 
development planners, international agencies, donor 
countries, and non-government organizations by 
reviewing existing practices and seeking innovative 
solutions to bring about “real” change and real 
development to uplift the conditions of those who need it 
most…those in the cruel clutches of poverty. 
 
I would also like to take this opportunity to thank once 
more a wonderful team of editors and manuscript 
reviewers who continue to provide selflessly of their time. 
To a large measure the growth of JBS is the result of their 
diligence and hard work. Thanks are also due to Jeanette 
Case and Sue Pennington of the Sam & Irene School of 
Business at Penn State Erie for attending to the typing and 
formatting of the papers and to Ruth Pfluger for finding 
the typos and errors in one of the manuscripts.  
 
 
 
 
Syed Saad Andaleeb, Ph.D. 
Editor, JBS 
President, Bangladesh Development Initiative 
Professor and Program Chair, Marketing 
Sam and Irene Black School of Business 
Penn State Erie 
Erie, PA 16563-1400 - USA 
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“DEVELOPMENT” REVISITED: 
A CRITICAL ANALYSIS OF THE STATUS OF WOMEN IN BANGLADESH 

 
Elora Shehabuddin 

 
ABSTRACT 

 
This article explores the policy areas of education, microcredit, and family planning, long regarded internationally 
and within Bangladesh as being among the most important areas of intervention to help the poorest women.  While 
these areas are indeed of immense significance, I argue that it is essential that we delve deeper into each of these 
areas and problematize the manner in which they have been conventionally understood. Not only do the much-
publicized success stories of high rates of loan repayment, school enrollment and contraceptive acceptance distract 
us from many problems associated with these very arenas of development, but they also forge a sense of 
complacency and obscure the importance of alternative ways of measuring “progress” or positive change and of 
other arenas that merit immediate attention in order to help millions of disprivileged women of Bangladesh lead 
truly decent, dignified and meaningful lives. I first examine the debates surrounding each of these three areas of 
development as well as linkages among them both within Bangladesh and in the wider international context.  I show 
that in all three areas, there is no hegemonic position, permitting multiple perspectives to coexist. I then turn to the 
areas of democratic rights and personal security, which generally have received far less attention and recognition 
that they deserve, but which I believe are essential to any attempts to “empower” the women of Bangladesh, the vast 
majority of whom are impoverished, illiterate and live in rural area. 
 

Introduction 
 
Since the beginning of the United Nations Decade for 
the Advancement of Women (1975-85), millions of 
dollars have been directed towards helping the 
women of the poorer nations of the world and 
Bangladesh is no exception as both the state and non-
governmental organizations increasingly have turned 
their attention to the situation of women in the 
country.  A quarter-century later, it is possible to 
discern progress in a number of important arenas; 
nonetheless, a great deal still remains to be done.  
Today, Bangladesh ranks 139 out of 175 countries in 
the UNDP’s 2003 Human Development Index (HDI), 
which “measures achievements in terms of life 
expectancy, educational attainments and adjusted real 
income.”1  In the UNDP’s 2001 Gender Development 
Index (GDI), Bangladesh ranks 112 out of 144 
countries.2 Like the HDI, the GDI emphasizes the 
three primary “quality of life” indicators but it goes 
beyond the HDI by adjusting for inequalities between 
men and women. While the HDI itself provides a 
much-needed alternative to the traditional method of 
measuring a society’s “development” through gross 
national product (GNP) per capita, it is incomplete; 
there is growing awareness that “development and its 
problems cannot be fully understood without also 
understanding gender” (Peinado and Cespedes 2004: 
37). As geographer Joni Seager points out, the GDI 
clearly illustrates that “gender inequality can be 
largely affected by an international commitment to 
equality principles and policies.” She cites the 
example of the Scandinavian countries which, having 

“adopted gender equality and women’s 
empowerment as conscious national policies,” now 
consistently rank among the top ten countries on the 
GDI (Seager 2003: 12-13).  
 
In this article, I explore policy accomplishments and 
failures with respect to Bangladeshi women in the 
areas of education, microcredit, and family planning, 
long regarded internationally as being among the 
most important areas of intervention to help the 
poorest women in the world.  While these areas are 
indeed of immense significance and many lives have 
been affected positively through initiatives in these 
policy areas, I argue that it is essential that we delve 
deeper into each of these areas and problematize the 
manner in which they have been conventionally 
understood.  Not only do the much-publicized 
success stories of high rates of loan repayment, 
school enrollment and contraceptive acceptance 
distract us from many problems associated with these 
very arenas of development, but they also forge a 
sense of complacency—“We’ve already made 
enormous strides,” “We’re doing everything 
possible”—and obscure the importance of alternative 
ways of measuring “progress” or positive change and 
of other arenas that merit immediate attention in 
order to help millions of disprivileged women of 
Bangladesh lead truly decent, dignified and 
meaningful lives.3  In the pages that follow, I first 
examine the debates surrounding each of these three 
areas of development as well as linkages among them 
both within Bangladesh and in the wider international 
context.  I show that in all three areas, there is no 



hegemonic position, permitting multiple perspectives 
to coexist. I then turn to the areas of democratic 
rights and personal security, which generally have 
received far less attention and recognition that they 
deserve, but which I believe are essential to any 
attempts to “empower” the women of Bangladesh, 
the vast majority of whom are impoverished, illiterate 
and live in rural areas.4

 
Targeting Women 

 
Family Planning 
 
An advertisement put out thirty years ago by the 
Campaign to Check the Population Explosion 
ominously warned: 

 
A world with mass starvation in underdeveloped 
countries will be a world of chaos, riots and war.  
And a perfect breeding ground for Communism. 
… We cannot afford a half dozen Vietnams or 
even one more. … Our own national interest 
demands that we go all out to help the 
underdeveloped countries control their 
population. (Cited in Hartmann 1995: 57) 

Betsy Hartmann estimates that approximately $5 
billion are spent every year on family planning in the 
Third World (Hartmann 1995: 113).  For almost three 
decades, the international development community 
has placed the burden of bringing world population 
growth under control almost exclusively on 
women—and on the poorest women in the world 
specifically; it would appear that men play no role in 
reproduction.  And within the poorest nations, such 
as Bangladesh, it is the fertility of poor women that 
must be regulated rather than that of their elite sisters.  
In many parts of the world, population concerns have 
tended to dominate development discourse to the 
point of excluding, even subverting all other 
programs, most significantly healthcare provision for 
women (Jeffery and Jeffery 1998: 241-2).  Hartmann 
notes, “A family planning program designed to 
improve health and to expand women’s control over 
reproduction looks very different indeed from one 
whose main concern is to reduce birth rates as fast as 
possible” (Hartmann 1995). 

 
Recognized widely as the most densely populated 
country in the world, Bangladesh has been hailed as a 
success story for its achievements in reducing female 
fertility and increasing contraceptive prevalence. 
According to nationwide surveys on contraceptive 
among currently married women of reproductive age, 
the use of modern contraceptives rose from 7.7 
percent in 1975 to 30 percent in 1989 and 45 percent 

in 1993 (Amin and Hossain 1995: 1328).  Donor 
interest and state policies have long been geared 
towards bringing Bangladesh’s “population problem” 
under control and a disproportionate share of aid is 
directed to that end.5  According to the International 
Planned Parenthood Federation’s magazine People, a 
great deal of resources are expended on glossy 
advertising of contraceptive options designed “to 
associate family planning with widespread 
aspirations such as better health, prosperity and a 
Westernized lifestyle” (cited in Hartmann 1995: 60).  
In addition, a variety of incentives are offered to both 
family planning workers and acceptors.  While 
advocates of the incentive program argue that the 
poor are free to refuse such incentives, critics argue 
that poor women find it difficult to turn down “an 
immediate economic gain” (Hartmann 1995: 67), 
therefore, this does not represent real choice.  In the 
end, as Hartmann argues, “When incentive schemes 
are substituted for social change, the result invariably 
discriminates against poor people, especially women, 
if it does not outright coerce them” (71). 
 
Ever since the Indian foreign minister Karan Singh 
asserted that “Development is the best contraceptive” 
at the 1974 Population Conference, states and 
development organizations have supported indirect 
efforts to encourage increased family planning.  Two 
such avenues of effort have been education and 
income-generation.  I discuss projects to increase 
women’s education in greater detail below; I focus 
here on efforts to enable women to earn a cash 
income. As Hartmann points out, “These projects 
follow the basic logic that if women are given the 
opportunity to earn cash income, often in a women’s 
cooperative and or club, they will gain greater 
decision-making power within the family, have less 
need to depend on children, and be able to meet more 
easily with other women to receive information about 
family planning. Such projects would not only 
contribute to fertility decline then, but would also 
help increase women’s power within the community” 
(129-30).  To that end, in the mid-70s, also 
coinciding with the UN Women’s Decade, the 
Bangladesh government established a variety of 
women’s clubs, cooperatives and vocational training 
projects in order “to provide alternatives to 
childbearing.” Put more eloquently, “When a woman 
touches the first taka she has earned with her own 
labor, she feels liberated, and her fertility behavior 
changes to a great extent” (130). Although some 
studies have found that contraception prevalence 
rates are higher among women in cooperatives than 
in the general population, it does not follow that 
participation in cooperatives necessarily leads to the 
acceptance or, more importantly, sustained use, of 
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contraception.  For instance, a woman who starts 
earning a living may decide that she is better able to 
afford to have more children and may choose to do so 
as an insurance policy for old age or widowhood.  In 
her study of poor families in Cairo, Homa Hoodfar 
finds that, generally, wives are more concerned than 
husbands about having sons—to take care of them 
after the death of their husbands, who are usually 
considerably older; therefore if they have only girls, 
they are likely to continue to have children until they 
have a few sons (Hoodfar 1997: 246-7).  Moreover, 
in the Bangladeshi context, the poorest members of 
the village—in a sense those who are perhaps least 
able to afford a large family—are also those most 
hesitant and least encouraged by their peers to join a 
cooperative, most likely for fear that they will be less 
able to make mandatory weekly payments.  
  
Throughout the world, the population policies of the 
last several decades have come under attack from 
various quarters. The different perspectives on 
population were perhaps most clearly delineated in 
the debates between various religious groups and the 
international proponents of family planning at the 
1994 Population Conference in Cairo.  Although 
attempts by the Vatican and some Islamic 
governments to maintain control over women’s 
access to abortion and contraception were ultimately 
defeated, many remain skeptical of all the talk about 
“empowerment and autonomy of women” (Petchesky 
1995; Jeffery and Jeffery 1998). 
 
Both within and outside Bangladesh, critics argue 
that the policies that have contributed to the 
resounding success of Bangladesh’s population 
control program ultimately are not motivated by 
concerns of gender equity or even women’s welfare 
(Roushan Jahan 1995: 99). They point to the 
program’s use of a variety of incentives, financial and 
otherwise, coercion, lack of adequate information and 
proper follow-up care, and the absence of satisfactory 
testing of contraceptive technology from overseas 
(Hartmann and Standing 1985; Hardon 1992).  
According to Farida Akhter, director of UBINIG, a 
policy research organization in Bangladesh, and an 
active member of the international group 
FINRRAGE (Feminist International Network of 
Resistance to Reproductive and Genetic 
Engineering), reproductive rights assume a different 
meaning in the context of Bangladesh: 
 

It is difficult for a feminist of the west to 
understand that a notion like the reproductive 
right of women or the control of women over 
their own bodies has no meaning to the majority 
of women in Bangladesh. … In the sterilization 

camps and clinics of Bangladesh, when a woman 
undergoes surgery for litigation, she allows her 
body for mutilation not because she wants to 
emancipate herself from reproductive 
responsibilities but in most cases for money and 
a piece of apparel…which is received as an 
incentive.  These add to her ability to survive for 
a few more days because they can be exchanged 
for food.  Nowhere [do] the rights of women 
become of any concern. (Akhter 1992: 2) 

According to Akhter and other FINRRAGE 
members, women are compelled to accept 
contraceptive technology because they “do not have 
the power to say no to the sexual desire to men.”  At 
a 1989 conference organized by FINRRAGE, a 
participant from India responded, “We can change 
the man-woman relationship in 100 years, but right 
now we have 20 million people who want 
contraceptives.”  While Naila Kabeer recognizes the 
validity of some of the views propagated by UBINIG 
and FINRRAGE, she stresses the limits of their 
overall position:   

 
While the potential of traditional medicine has 
certainly been neglected by the population 
establishment, and shrugged off by the 
pharmaceutical industry, and while reproductive 
technologies have been distributed in ways that 
frequently violate human rights, the “either/or” 
politics of FINRRAGE paradoxically also leads 
to a denial of choice to women.  The blanket 
condemnation of all forms of reproductive 
technology frequently leads FINRRAGE 
members to deny the legitimacy of the expressed 
needs and practices of women in many parts of 
the world, and to shrug off the possibility that 
women may choose contraceptive methods, with 
full knowledge of the risks. …If the population 
controllers created a situation where women feel 
“stupid” if they did not accept reproductive 
technologies, FINRRAGE members appear to 
regard women as dupes of patriarchy if they do.  

In the end, FINRRAGE members do not seem 
concerned that “women might want to use 
reproductive technologies in order to have—or not to 
have—children” (cited in Kabeer 1994: 200-1).  Santi 
Rozario agrees with Kabeer:   

 
while international networks tend to assume that 
indigenous women's organizations in South Asia 
are able to speak on behalf of local women, in 
practice organizations such as UBINIG, with 
their mostly educated, middle-class memberships 
tend to have little empathy with or understanding 

 3



of the situation of village women. In this case, 
while UBINIG's opposition to the forms of 
contraception which are currently being 
promoted is entirely justified, they are prepared 
to cut off access to such modes of contraception 
without offering any realistic alternatives. 
(Rozario 1997) 

The other major critics of the family planning 
program in Bangladesh are Islamist groups and 
individuals, who charge it with outside interference 
in “domestic” matters—domestic in the sense of 
internal not only to the state but to actual families and 
households. Islamist groups insist that global 
concerns of a population explosion hold no interest 
for them, and they denounce the international 
community’s plan to bring Bangladesh’s population 
under control. In an interview with me, a high-
ranking member of the Jama‘at began by 
distinguishing between “planning a healthy, educated 
family” and “birth control,” arguing that it was wrong 
“to conflate the two”:  “God is responsible for 
planning our families for us—we don't need to do 
anything.  Look at it this way: out of the millions of 
sperm in each ejaculation, only one is destined to 
meet up with the ovum and bear fruit. There is ample 
planning involved right there!”  He was aware that 
families in economic distress might wish to take 
precautions against further pregnancies if they 
believed that they could not afford more children. He 
pointed out that in a true Islamic society, additional 
children would not pose a problem, since they could 
be easily redistributed to wealthy families without 
children.  His main attacks were directed at the 
international organizations that work throughout the 
country to promote contraceptive use:  “Why should 
outsiders tell us how many children we can have?  
We are opposed to these foreigners coming to tell us 
how to “plan” our families. The solution to our 
problems is not birth control—but an Islamic welfare 
state.”6

 
Such objections from the Jama‘at notwithstanding, 
the present family program has marshaled the 
assistance of local religious leaders wherever 
possible and the latter have cooperated, invoking 
fatwas such as the following 1964 pronouncement by 
Shaikh Abdullah Al Qaliqili, Grand Mufti of Jordan, 
to argue that Islam is not opposed to the use of 
contraception: 

 
There is agreement among the exponents of 
jurisprudence that coitus interruptus, as one of 
the methods for the prevention of childbearing is 
allowed.  Doctors of religion inferred from this 
that it is permissible to take a drug to prevent 

childbearing, or even to induce abortion.  We 
confidently rule in this fatwa that it is permitted 
to take measures to limit childbearing. (Cited in 
Sachedina 1990: 109) 

The Bangladeshi government has long supported the 
Islamic Foundation’s attempts to train rural imams to 
situate and disseminate information about social and 
economic development within an Islamic framework 
(Hours 1993: 76-78). Particular emphasis is given in 
the course of this training to endorsements of 
population control and the health benefits of smaller 
families.  In 1985, following a request from the 
government’s Planning Commission, the Islamic 
Foundation published a book emphasizing Islam’s 
support for contraception entitled Islam and Family, 
by Shamsul Alam (Alam 1985; Amin and Hossain 
1995: 1332).  Even as recently as December 2003, 
Prime Minister Khaleda Zia called on the country’s 
600,000 imams to “play a wider role in turning our 
people into human resources in [the] real sense in 
light of the teachings of the holy Koran”; she further 
urged them to pay special attention to the women of 
the country, whom she described as “still deprived of 
their legitimate rights even at the family level 
because of ignorance and personal lust and interest.”7

 
In rural Bangladesh, there is no evidence of religious 
disapproval of family planning programs or even 
menstrual regulation (MR), a synonym for first 
trimester abortion (Neaz and Banu 1992; Kamel and 
Sloggett 1993).  There is however evidence that in 
some parts of the country, local religious leaders have 
voiced objections to specific methods such as 
sterilization and IUD and warned that women who 
underwent these procedures would be denied a proper 
Muslim burial.  One possible reason for the objection 
to sterilization may be that since the procedure is 
performed mostly by male doctors, it would entail a 
violation of local norms regulating female visibility 
and exposure to non-kin men (Amin and Hossain 
1995: 1327).  Sajeda Amin and Sara Hossain report 
that while they could not find any court records 
regarding prosecutions for abortion, incidents of 
abortion or MR may be exposed in a village salish if 
the pregnancy was “the product of an illicit 
relationship or adultery” (1326). Hartmann argues 
that by neglecting, even showing outright disrespect 
for local culture, “donor-imposed…family planning 
programs have lost the opportunity to build on 
existing fertility control practices such as birth 
spacing, breast-feeding, and herbal contraceptives, 
and have failed to address people’s other 
reproductive needs, especially problems of 
infertility” (Hartmann 1995: 64). In a social context 
where women are valued for their ability to produce 
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children, especially sons, women unable to have 
children are stigmatized, and live under the threat of 
divorce, desertion, or a co-wife.  Their plight and 
health concerns—and those of any women not 
interested in contraception—are of no interest to the 
family planning policy makers (Amin and Hossain 
1995: 1335; Hartmann 1995: 64).  
 
Hartmann eloquently describes the gulf that separates 
the population control policymakers and the women 
they target: 

 
Most of the international agencies that shape 
Third World population policy are perched high 
atop Western metropolitan centers.  In offices 
with the latest in communications equipment, a 
host of administrators, researchers, and 
consultants consider the business of “delivering” 
birth control to the Third World.  A few peasant 
women’s faces peek from glossy covers of 
promotional brochures or an occasional 
photograph in the lobby, but otherwise Third 
World women are mainly numbers in computer 
printouts, unidentified “targets,” “clients,” or 
“acceptors” in the technical journals adorning the 
office shelves.  Their fate figures only in 
demographic calculations of “births averted” and 
“couple-years of protection.” (Hartmann 1995: 
58) 

 
She adds that the chasm is almost as vast again 
between the policymakers in Third World capitals 
and the peasant women they target, point out that 
“those spreading the message often hold elitist 
attitudes and have no idea of how to communicate 
effectively with people who are beneath them on the 
social ladder” (59).  Hartmann and Jim Boyce 
describe an encounter between urban middle-class 
family planning workers and poor village women that 
they witnessed in the early 1970s while living in a 
village in Bangladesh: 

 
In response to the villagers’ pleas, we visited the 
government family planning office in the nearest 
town and requested that extension workers come 
to our village.  After their arrival we learned why 
demand for birth control in the villages was not 
being met. Wearing expensive jewelry and silk 
saris, the extension workers were educated, 
middle-class town women, separated from the 
village women by a gulf of arrogance and 
indifference.  They addressed the villagers in 
upper-class Bengali and in their presence asked 
us how we could stand the “inconvenience” of 
living in a dirty village.  After they left, the 
villagers inquired if they were our sisters from 

America. (Hartmann and Boyce 1983: 115-21; 
Hartmann and Boyce 1990: 57-58) 

 
Ultimately, none of those seeking to influence policy 
appears to recognize the right of the woman herself to 
choose whether or not to limit her fertility.  The 
Islamists believe that she should do nothing because 
God will provide. The population control advocates 
want her to limit herself to two or fewer children; 
they believe that all she needs is access to 
contraception and decision-making power, the latter 
to come from education and an income. They seem 
unconcerned about and perhaps unprepared for the 
fact that women who experience an improvement in 
their “status,” nebulous as the term is, may choose to 
have more children. It cannot be denied that while the 
demand for contraception and reproductive rights 
generally was a crucial part of the women’s 
movement in the West, women in the poorest 
countries of the world were simply inundated with 
various contraceptive methods.  This was done not 
out of concern for their “right to choose” so much as 
with the expectation that they would adopt family 
planning methods and contribute to a lower 
population growth rate.  Married women in 
Bangladesh, at least, have had no difficulty gaining 
access to cheap, even free, contraception.  I agree 
with UBINIG and its allies that it is necessary to be 
vigilant about the technologies that multinational 
companies choose to make available to poor women 
in the South, that state and donor interest in family 
planning is not primarily motivated by concern for 
women but based on an assumption that 
“empowered” women would automatically seek to 
reduce their fertility; at the same time, to argue that 
women have no need for any contraception is to deny 
the women any agency and to limit what few options 
are available to these women.  Patricia and Roger 
Jeffery suggest that reproductive rights might be 
defined as “access to safe contraception when women 
themselves want it” (Jeffery and Jeffery 1998: 253).  
Moreover, there is much more to women’s 
reproductive health needs than contraceptive 
provision and one of the disadvantages of the 
overriding emphasis on population control has been 
the neglect of all other aspects of women’s well-
bring, reproductive and otherwise.  Maternal 
mortality, for instance, remains extremely high in 
Bangladesh: even as late as 1995, about 600 mothers 
died for every 100,000 live births, though down from 
850 in 1990. This is certainly high within South Asia, 
less than only Afghanistan (820) and Nepal (830); the 
lowest in the region is Sri Lanka (42), with India 
(440) and Pakistan (200) managing to do at least 
better than Bangladesh (UNDP 2003: 203).  While 
repeated and early childbearing certainly contributes 
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to the high Maternal Mortality Ratio in Bangladesh, 
contraceptives are no substitute for proper health 
care. I should point out here that Bangladesh has 
made impressive strides in combating infant and 
under-five mortality. Infant mortality is down from 
144 per 1,000 live births in 1990 to 77 in 2001; for 
comparative purposes, Sri Lanka is the only country 
in the region with lower numbers, but these are 
significantly smaller numbers, from 23 to 19. The 
under-five mortality rate in Bangladesh has come 
down from 96 in 1990 to 51 in 2001; again, for Sri 
Lanka, the comparable numbers are 19 and 17 (209). 

Education 

Throughout the poorer countries of the world, the 
education of young girls has come to be viewed as a 
“silver bullet” policy instrument—largely thanks to 
studies that suggest a link between improvements in 
women’s education and their status and, in turn, 
between their status and lower fertility (Cochrane 
1979, 1983; Mason 1985).  In the early 1990s, 
Lawrence Summers, then Vice-President for 
Development Economics and Chief Economist in the 
World Bank (now President of Harvard University), 
presented his enthusiasm for women’s education as 
the solution to the problems of poor women in poor 
countries in the following terms: 

 
An educated mother faces a higher opportunity 
cost of time spent caring for the children.  She 
has greater value outside the home and this has 
an entirely different set of choices than she 
would have without education.  She is married at 
a later age and is better able to influence family 
decisions.  She has fewer, healthier children and 
can insist on the development of all of them, 
ensuring that her daughters are given a fair 
chance.  And the education of her daughters 
makes it much more likely that the next 
generation of girls, as well as boys, will be 
educated and healthy as well.  The vicious cycle 
is thus transformed into a virtuous circle. 
(Summers 1993: vii) 

 
Recent governments in Bangladesh have paid 
increasing attention to the education of girls and have 
implemented a variety of strategies to this end, 
including a food-for-education program, scholarships 
for female pupils, free secondary education in rural 
areas, and a separate school for girls in each upazila 
(sub-district). To quote a 1999 World Bank report: 
“Across Bangladesh a revolution is taking place in 
the schools. A peek into any secondary school 
classroom in rural Bangladesh is all it takes to see 
that enrollment trends are changing fast. It is 

becoming commonplace to see more girls there than 
boys” (World Bank 1999: 1).  One program provides 
stipends to girls in grades 6-10. “The stipends cover 
full tuition, examination costs, and an increasing 
proportion of school fees, textbooks, school supplies, 
uniforms, shoes, transport and kerosene (for lamps), 
reflecting families’ rising educational costs and the 
need for an extra incentive in upper grades to reduce 
high dropout rates” (2). Thanks to these and other 
initiatives to boost female enrollment, the ratio of 
girls to boys at the secondary level stood at an 
impressive 0.99 in 2000-01 (UNDP 2003: 204).  
Unfortunately, according to newspaper reports, 
corruption plagues even the distribution of stipends to 
deserving students.8 At the primary level, the ratio of 
girls to boys increased from 0.81 in 1990-91 to 0.96 
in 2000-01. Overall, the national literacy rate for girls 
and women five years and older rose fewer than ten 
points in a 20-year period, from 14.8 percent in 1974 
to 24 percent in 1994 [66].9 In 2001, the female adult 
literacy rate (age 15 and above) was 30.8 percent; the 
male equivalent was 49.9 (UNDP 2003). 
 
While these figures are useful, it is important to be 
concerned about the quality and content of the 
education and the opportunity costs of focusing 
exclusively on schooling.  Hartmann explains that 
education is a popular means of empowering 
women—not only because it is “a laudable goal in 
and of itself, it is also politically safer than 
advocating other forms of empowerment, such as 
letting women organise independent trade unions in 
free trade zones or on plantations” (Hartmann 1995: 
134).  According to Jeffery and Jeffery,  

 
Girls’ schooling is often regarded as a basic 
requirement for other “empowerment” policies to 
succeed or, at the very least, as a significant 
contributor to them.  Advocating girls’ schooling 
is also usually non-controversial, since it is hard 
for any group in most societies to argue against 
most schooling, particularly if the state (or the 
religious leadership) remains in control of the 
curriculum.  Female education has indeed 
become a rallying cry for international agencies, 
most notably the World Bank. (Jeffery and 
Jeffery 1998: 244-45) 

This intimate coupling of education with other goals 
such as fertility, however, prompt fears that in areas 
such as Bangladesh and Tamil Nadu, where fertility 
decline has been achieved without large investments 
in education, one in fact may see declining interest in 
education and even expenditure cuts (252).  
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The Bangladesh government made one of its earliest 
policy statements on girls’ education in its 1973 First 
Five Year Plan, where it argued that “[t]he level of 
schooling of women determines the efficiency of 
household management.  Educated mothers pay 
greater attention to nutrition, health, and childcare 
than the uneducated one (sic)” (GoB 1973: 479).  
Twenty-five years later, as Jeffery and Jeffery point 
out, it is hard to find any group anywhere openly 
arguing against girls’ schooling. In the Bangladeshi 
context, groups like the Jama‘at have expressed 
opposition not to the idea of female education but to 
the content of curricula and to coeducation generally. 
During a television program just before the 1996 
elections, three veteran journalists had the 
opportunity to question Jama‘at leaders about their 
position on various issues.  The party’s Secretary-
General Matiur Rahman Nizami outlined as follows 
the party’s plans for mass education and for girls 
specifically: 

 
We have an economical plan to increase access 
to education by using already extant institutions. 
In every village is a mosque.  It is a wonderful 
social institution.  With a little government 
assistance—none of the imams is uneducated—
the mosques can be used as centers for the 
education of adults, children, and farmers.  This 
can be done easily if a small salary can be 
arranged for the imam.  Soon everyone will have 
access to education… 
 
In keeping with the cultural and historical 
tradition of this country, women will be in 
separate institutions...It is because we wish to 
increase women’s education that we wish to 
establish separate institutions for women. 

Maulana Abdus Sobhan, a member of the Jama‘at’s 
Central Working Committee added, “Girls’ schools 
and colleges already exist.  We simply wish to 
increase the number.”10  This point is also made by 
the Jama‘at’s women representatives at a meeting 
organized by the Dhaka based research group 
Women for Women: “[W]omen should have equal 
rights [to] men to educational and health facilities.  
But...separate arrangements should be made for the 
education of girls from primary to university level…  
Girls should develop their talent and personality in a 
separate environment away from boys” (Women for 
Women 1995: 30). 
 
In the mid-1990s, local opposition to NGO-run 
schools turned particularly violent.  In many parts of 
the country, mullahs issued a fatwa that such schools 
were inculcating rural Muslim children with 

Christian values and ideas. They expressed particular 
objections to the education received by girls at such 
schools—they claimed that girls became shameless, 
too knowledgeable about their own bodies and “un-
Islamic” legal rights, and irreverent towards religious 
authority.11  About 25 BRAC schools were set on 
fire.  Many parents withdrew their children, 
especially their daughters, from these schools 
(Begum 1994). Similarly, in Patiya in the 
southeastern district of Chittagong, BRAC was 
unable to open 80 new schools because of fierce 
opposition from local mullahs.12  Journalist Mizanur 
Rahman Khan found the following story circulating 
among members of the rural elite: 

 
As they begin class, the [NGO] teacher first asks 
the pupils, “Who gives you candy?  God, your 
teacher or your parents...who gives you candy? 
Tell me.”  Naturally, as Muslims, they respond, 
“God gives us sweets.”  The teacher then says, 
“Okay, then all of you shut your eyes,” and they 
all do so. “Now,” she continues, “Say, ‘God, 
please give us candy.’”  Obviously, they don’t 
get any candy... 
 
Then she says, “Okay, shut your eyes again.  
This time, say, “Apa [Miss], please give us 
candy.”  She goes around at that point and puts 
candy in everyone’s hands. She then asks, “Well, 
did Apa give you candy?”  This is how they 
destroy the very essence of their faith—that God 
feeds us and protects us.  They fill their minds 
with Christian rules and ideas.  

When Khan pressed for more details, one person 
responded, “I haven’t seen it happen myself, but I’ve 
heard” and another one asserted, “If I say something 
that I haven’t seen with my own eyes, it would be an 
untruth. ...However, one can learn about such 
incidents from newspapers and magazines like 
Sangram, Inquilab, Medina” (Khan 1996: 50). In the 
end though, it is less important that the incident 
actually happened than that people believe it did. 
 
Jeffery and Jeffery make a crucial distinction 
between education and schooling. They argue that 
“calling schooling ‘education’ bathes the whole topic 
in a warm positive glow, and draws attention away 
from the circumstances in which children are actually 
socialised and learn about the world around them.  
Since schooling is usually only a small part of this 
learning process, talking casually about differences 
between educated and uneducated women ignores the 
ways in which unschooled women are nonetheless 
highly educated in the specifics of their social 
worlds.”  They point out that “in the demographic 
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literature (and in much of the policy debate) 
education is, in practice, usually measured simply by 
years of schooling, rather than by taking cognisance 
of the quality and content of schooling, or 
considering adult and non-formal education.”  It is 
necessary, they argue, to examine the content of what 
they learn and the conditions in which they learn:  
“Schooling is … usually regarded unequivocally as a 
‘good thing’, but feminists must surely ask whether 
and how gendered school curricula critique gender 
inequalities.  Indeed, schooling often endorses 
images of the good wife and mother (as well as class 
and other inequalities), and may provide an education 
for consent rather than for independent thinking” 
(Jeffery and Jeffery 1998: 248). 
 
In interviews S. M. Nurul Alam conducted shortly 
after a series of attacks on NGOs in 1995, he and his 
team found that among the points of conflict between 
local Islamists and NGOs are perceptions that NGO 
schools pose an alternative to Islamic schools and 
that they do not provide religious instruction (Alam 
1995, 1996).  Interestingly, writing as early as 1858, 
in the aftermath of what British historians refer to as 
the Sepoy Mutiny and some Indian historians as the 
First War of Independence, the Indian Muslim leader 
and educationist Sayyid Ahmed Khan listed as one of 
the causes of the uprising the existence of missionary 
schools where no Sanskrit or Arabic was taught. He 
observed, “[I]t makes villagers fear the reasons for 
the school.  Also, all the talk about female education 
is annoying to natives since pupils go about unveiled; 
such schools have actually been established in 
Bengal” (Khan 1970: 24). Today, the sense of rivalry 
between NGO schools and maktabs and madrasas, 
the Islamic schools, is no doubt fueled primarily by 
the disparity in funding available.  According to 
Ainoon Naher, “in places where students and 
teachers belonging to madrasa systems may see 
themselves as underfunded, the flow of funds to 
schools established by NGOs is sure to cause 
resentment and antipathy” (1996: 81).  
 
Local Islamists have also voiced concern about the 
content of the texts being used at many of the NGO 
schools and, in some cases, the coeducational classes. 
Saptagram, an indigenous NGO targeting women, 
was a frequent target of such attacks. In its schools, it 
sought to provide an alternative education to its 
female members, to teach them to view the world 
differently.  In the words of one of the top officers of 
Saptagram, “By ‘education,’ we do not mean simply 
literacy, but education for empowerment.  That is, the 
kind of education that can enable women to target the 
causes of their oppression and socioeconomic 
misery—to see the ‘bigger picture’ and their own 

situation within that context—and can also provide 
them with the means to change their own lives” 
(Ghuznavi 1995). 
 
For instance, Saptagram devotes a chapter in Adult 
Education Lessons to Raise Consciousness (Vol. I), 
to the subject of purdah and discusses it in the 
following terms:  “Because of purdah, we are unable 
to work [outside the home].  That is why we are 
unable to earn money.  That is why we cannot 
improve our situation” (Saptagram n.d.[a]: 8). The 
accompanying Teachers’ Guide advises the instructor 
to tell the story of a young woman who is kept in the 
strictest of purdah and then dies at childbirth because 
her father refuses to summon a doctor to see her.  It 
continues, “The purdah is an obstacle in the path of 
women’s freedom and development. We are 
suppressed through being kept locked away behind 
purdah in the name of religion and unless we break 
free from such superstitions, we shall never be able to 
obtain our rights” (Saptagram n.d.[b]: 26-27).  
Saptagram’s elementary reading books for girls and 
adult women alike include lessons that emphasize the 
need to register marriages; warn against child or early 
marriages, dowry, purdah, and exploitation; and list 
the grounds on which women can initiate divorce.  
The late Rokeya Rahman Kabeer, founder of 
Saptagram, explained in a preface why the 
organization had been compelled to develop its own 
textbooks: 

 
Before taking the initiative to write [this book], 
we carried out a far-ranging research to find out 
whether any government or non-government 
organisation had issued any “gender-oriented” 
publications.  We could find none.  And that, 
inevitably, made us deeply aware that although 
we were on the threshold of the 21st century, 
there was still no true acknowledgement of 
women’s role.  Instead, books were written about 
“cowboys” portraying them to be such good 
people and of course doing all the work.  Or 
there would be Jack and Jill with Jill, as always, 
meekly following Jack. (Kabeer n.d.: 3) 

Not surprisingly, Saptagram has often provoked 
rather strong reactions among local religious 
leaders.13

 
While policymakers clearly assume that education 
prompts a young village girl to gain a higher sense of 
status in her community and autonomy within her 
household, parents throughout South Asia are often 
willing to send their daughter to school for a few 
years with very different objectives in mind. Many 
believe that they will be unable to attract a groom 
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they like if their daughter has no education at all 
(Mukhopadhyay and Seymour 1994).  Their primary 
concern then is that she master basic reading and 
writing, just enough “to manage her household when 
she gets married,” as many put it. Carol Vlassoff, 
writing about a village in Maharashtra, observes: 

 
female schooling had become a prerequisite for 
marriage.  An educated girl, for whom an 
adequate dowry had been paid, was deemed 
more likely to lead a secure and happy life in her 
husband’s family. … Hence, the role of 
schooling was viewed more in terms of its 
“buying power” than of it potential contribution 
to the development of female autonomy.  In 
other words, schooling had become a matter of 
prestige, rather than of autonomy. (Vlassoff 
1996: 232) 

Their own research in Uttar Pradesh has made Jeffery 
and Jeffery “doubt that girls’ schooling is necessarily 
empowering” (Jeffery and Jeffery 1998: 250).  
However, even if we assume that education, with the 
appropriate content and dedicated teachers, does lead 
to greater autonomy for women, how can we assume 
that they will use their autonomy to limit their 
fertility? And, Hartmann asks, would all this funding 
for education trickle to a stop if it turned out that 
women with autonomy chose not to limit their 
fertility (Hartmann 1995: 134)? 
 
Parents in rural South Asia often withdraw their 
daughters from school after they complete 
elementary school, not only, as mentioned above, 
because they believe they have learned enough to 
equip them for married life, but also because the 
secondary school is usually a great distance away.  
Valid concerns about safety, but also fear about loss 
of family honor, make parents hesitate about sending 
their daughters to the nearest secondary school; any 
stain on the family’s reputation would harm their 
daughters’ chances of marriage, so why take the risk? 
And, in any case, many parents ask, what can a girl 
do with all this education anyway? In the following 
section, I discuss in greater detail the income-
generating options available to women today.  
 
It is true that various educational programs targeting 
the women of Bangladesh are currently in place. In 
addition to regular, government-run and private 
primary and secondary schools, there are programs in 
adult literacy, legal literacy, animal farming, and 
voter education.  The problem however is that 
traditional curricula, as used in government and other 
regular mainstream schools, are not designed to 
encourage independent thinking on the part of 

women, while the innovative NGO programs are 
confined to certain parts of the country.  NGOs, for 
all their good work, cannot become a parallel state in 
the sense of taking over the provision of all public 
services.  Such a scenario is both unlikely and 
undesirable.  First, despite the vast numbers of NGOs 
in the country, their operations are not well-
coordinated; there is considerable inefficiency and 
replication of services.  Thus some parts of the 
country, particularly those within easy driving 
distance of the major metropolitan areas, host several 
NGOs, all offering roughly the same services, while 
some more remote corners remain untouched by 
NGO activity or interest.  Second, the experience of 
the last two decades has shown that NGO interest in 
any issue is limited by donor interest in that issue.  
Thus NGO provision cannot be substituted for long 
term planning—especially in something so important 
as education. In the end, especially in a poor country 
like Bangladesh, there is no alternative to 
government provision.  Public education programs 
however could learn from NGO initiatives and design 
their programs such that they produce not simply 
literate people who make good workers, but men and 
women who are educated in the true sense of the 
word and can become full participants in their 
community and nation.  

Employment 
 

As mentioned earlier, development policymakers 
harbor the hope that education will open up more 
employment opportunities for women and that the 
ability to earn an income will improve their 
bargaining position and decision-making power 
within the family. However, employment 
opportunities for women are limited and what 
opportunities are available, are not deemed desirable 
by all women or their families. In the last two 
decades, thousands of women in Bangladesh have 
entered the formal and visible labor force, with most 
of them working in the export-oriented garment 
factories in Dhaka and Chittagong.  Between 1976 
and 1985, the number of garment factories in these 
two cities grew from about four or five to 60.14  
Between 1980 and 1989, the number of female 
garment workers increased from 50,000 to 225,000, 
creating “a first-generation female industrial work-
force” (Kabeer 1994: 181).  By 2003, it is estimated 
that 1.5 million women (and 300,000 men) were 
working in 3,480 export garment factories (Kabeer 
2004: 15).  
 
As has been the case with the first generation of 
female factory workers elsewhere in the world, for 
example with factory girls in eighteenth- and 
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nineteenth-century New York City, such women are 
regarded by many as “loose” and “immoral” and not 
appropriate role models for their daughters (Stansell 
1986; Kabeer 2000).  Basic literacy requirements by 
many employers exclude a large part of the female 
population (Kabeer 1994: 169-70).  Lack of adequate 
childcare facilities and lack of respect shown to the 
workers by supervisors all contribute to 
dissatisfaction among workers and no doubt serve to 
keep other women away from factory work all 
together. Kabeer’s research demonstrates that while 
working conditions in such factories “are not as dire 
as anti-sweatshop campaigners claim, they 
nonetheless leave much room for improvements” 
(Kabeer 2000: 17-18). To explain the women 
workers’ willingness to remain in these jobs, Kabeer 
and other researchers point to the basic lack of 
alternatives as well as to the actual gains made by 
women workers through working in the factories 
(Kibria 1995; Siddiqi 1996; Kabeer 2000).  Kabeer 
finds: 

 
Women valued the satisfaction of a “proper” job 
in contrast to the casualized forms of 
employment that had previously been their only 
options. Their ability to earn on a regular basis 
gave them a sense of self-reliance, of standing on 
their own two feet.  They also valued their access 
to new social networks on the factory floor, 
which replaced their previous isolation within 
the home; the greater voice they exercised in 
household decision-making because of their 
economic contribution; their enhanced sense of 
self-worth; and in some cases, greater personal 
freedom and autonomy. (Kabeer 2004: 18) 

 
For similar reasons, in rural areas that generally have 
few options for stable paid employment—unless the 
village borders an Export Processing Zone—millions 
of women have flocked to take advantage of micro-
credit opportunities.  Today, Bangladesh is 
synonymous in international development circles 
with micro-credit and the Grameen or Rural Bank.  
Micro-credit is being hailed as the solution to both 
mass poverty and the population problem. Pioneered 
and popularized by Dr. M. Yunus, a U.S.-trained 
Bangladeshi economics professor who continues to 
head the vast Grameen Bank, micro-credit has been 
adopted by the state’s development programs as well 
as most NGOs, large and small. At the international 
level, even the World Bank, traditionally more 
interested in funding big dams, bridges, and roads, 
has turned its attention to these tiny loans to 
individual men and women without collateral, not 
only in Bangladesh but throughout the world. The 
assumption is that micro-credit gives the rural poor, 

especially women whose mobility is socially 
circumscribed in many parts of the world, the 
opportunity to earn an income from within the 
confines of their homesteads.  
 
Critics of the microcredit enterprise would make 
strange bedfellows indeed.  Feminists, for instance, 
argue that micro-credit programs tend to restrict 
women to low-yield enterprises such as handicraft-
making or poultry-raising rather than encourage them 
to engage in alternative modes of income generation.  
Furthermore, micro-credit alone cannot help women 
improve their lives. This is borne out by studies that 
women who receive these loans do not always 
maintain control over them; sometimes, males 
relatives seize the money from them and use it for 
personal or family needs; at other times, the women 
themselves choose to hand the money to their male 
kin to invest in more profitable ventures than those 
open to them as women.  From the left come charges 
that, by facilitating the entry of individuals into the 
capitalist nexus and focusing on individual profit, 
micro-credit prevents the development of class 
consciousness necessary to bring about much-needed 
major structural changes; in other words, the situation 
of a few individuals may improve somewhat, but the 
lives of the majority remain unchanged, if they do not 
actually deteriorate.  Islamists, for their part, approve 
of loans in that they enable women to work within 
the home, within purdah; however, they point out that 
the charging of interest itself is contrary to Islam and 
propose the provision of interest-free loans. As 
Bernard Hours points out, “the Grameen Bank has 
earned the hostility of rural fundamentalists because 
Islam prohibits interest” (Hours 1993: 99).  Also, 
they object to the fact that in order to receive loans, 
women have to attend weekly meetings, shout 
slogans and often do physical drills, all under the 
supervision of predominantly male NGO officers—
and in violation of the Islamist understanding of 
purdah. Many also object to the training sessions in 
legal and other rights mandated by some NGOs 
alongside their micro-credit programs.   
 
While there are thousands of poverty alleviation 
programs in the private sector, 831 NGOs receive 
foreign funding (GoB 1995: 28)—and Islamists have 
spoken out against many of them, but particularly the 
larger indigenous organizations that receive funds 
from abroad.  At the local level, many people, men 
and women, Islamist or not, have asked why 
organizations like the Grameen Bank prefer to give 
loans to women when, given the incidence of 
poverty, it would make more sense to invest in male 
borrowers.  Indeed, given that “many NGOs 
themselves (Grameen Bank in particular) are mostly 
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run by men, it certainly makes no sense to tell the 
rural people that their women need to be 
empowered” (Naher 1996: 39).  According to one 
religious leader in Sarail interviewed by Alam’s 
study team in 1995, “If a man asks for a loan, 
[NGOs] show indifference.  There are millions of 
unemployed youths that deserve credit but on the 
contrary they give these to women.  When men are 
capable to work [sic], there is no justification to 
advance [sic] loans to women” (Alam 1995: 15).  A 
madrasa teacher complained, “Our women are going 
out of the house at the instigation of NGOs. They are 
doing whatever they like.  They are going to town for 
training. We must stop all these objectionable acts in 
the country” (20). 
 
On the subject of women’s employment more 
generally, Jama‘at members constantly point out that 
Islam has spared women the burden of earning a 
livelihood and providing for their families; women’s 
primary responsibilities lie elsewhere—as wife and 
mother.  They hasten to add that this does not mean, 
of course, that women could not or should not work: 
they are free to pursue professional careers—within 
“the bounds of the sharia” (Women for Women 1995: 
30).  In other contexts too, Jama‘at leaders are quick 
to explicate that they are not opposed to women’s 
employment—their manifesto attests to this. 
However, they do not like that the present system 
permits, even encourages, women to dress 
immodestly, forsake religion, and work in close 
quarters with men—be they male factory supervisors 
or NGO staff members. Today the Jama‘at clearly 
recognizes that economic realities are compelling 
increasing numbers of women into the workforce, 
while improved access to education is permitting 
larger numbers of women to take better jobs.  In an 
interview conducted a few weeks before the June 
1996 elections, Kamaruzzaman, assistant general-
secretary of the Jama‘at, clarified the party’s position 
on women’s employment: 

 
Many think that if we come to power, women 
will be put away in a box and never be seen 
again.  That is not at all correct.  We want 
women to study to the full extent of their 
abilities and also to work.  However, we want 
them to dress in the manner prescribed in the 
Holy Quran.15

Women’s own apprehension regarding the Jama‘at’s 
position on women’s employment is manifest in a 
question posed to Saidi during one of his waz 
sessions with women: “Half of the nation’s 
workforce is women, yet the Jama‘at’s position on 
women is not very clear.  Also, as a result of much 

propaganda, women have reservations and some 
anxiety regarding the Jama‘at.  Is the Jama‘at taking 
any steps to allay these fears?  If not, why not?”16  
Saidi responds that women have nothing to worry 
about, that if an Islamic state were established, “a 
quota certainly would be reserved for women in 
employment, in parliament, in the mosques, in 
business,” and their rights would be supported in 
every sector.17  The Jama‘at has assured women  that 
it wants to set up gender-segregated jobs where 
women would interact only with women, for 
example, women tellers for women bank customers. 
Unfortunately, the Jama‘at has been unable to offer 
any concrete proposals that can meet the needs of the 
vast majority of women—other than interest-free 
loans for home-based enterprises and a committee 
called  “Al Hejab” to teach women income-
generating skills such as sewing (Women for Women 
1995: 30).  
 
In sum, women throughout the country, literate and 
illiterate alike, are clamoring for paid work. The vast 
majority needs these jobs for basic survival but the 
women also appreciate the additional benefits that 
ensue, such as a greater sense of self-worth. There are 
significant problems with both factory work and 
micro-credit; for instance, both keep women confined 
to low-paid “women’s work.”  However, given the 
lack of alternatives, the emphasis right now should be 
on tackling these problems rather than doing away 
with factories and NGOs or on trying to force women 
back into the home and into impractical codes of 
public conduct. 

Towards a Broader Notion of “Development” 
 
Although issues of income, education, and family 
planning (as I mentioned above, this serves as a 
proxy for healthcare) have received a great deal of 
attention from policymakers, national and 
international, these aspects of an individual’s life do 
not alone contribute to a fulfilling life. To feel that 
she can truly participate in the polity, society and 
economy around her, a woman must also enjoy 
democratic rights and personal security. These two 
issues, among many others no doubt, have not 
received the attention they deserve—certainly very 
little in comparison with family planning programs, 
for example. 
 
Political Empowerment 
 
Bangladesh is in a remarkable, indeed, unique 
position in the world in having had two women 
alternate as heads of government. What has the rise 
of these two women to such prominent positions in 
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national politics meant for the political participation 
and political empowerment of ordinary women in the 
country?18  
While there is evidence that by their very presence, 
the two women leaders have persuaded some 
“ordinary” women that women are now capable of 
anything, including attaining the highest political 
office in the country, unfortunately, as the earlier 
discussion in this article shows, for the most part, 
female leadership has not translated into significant 
direct benefits for the vast majority of Bangladeshi 
women.  In other words, it is not clear that Sheikh 
Hasina and Khaleda Zia have done that much more 
for women than male prime ministers might have 
done given international rhetoric and pressure in 
favor of women’s rights. 
 
Democratic rights encompass the right to vote in and 
contest elections. With the restoration of democracy 
and the mobilization efforts of NGOs and to a lesser 
extent, political parties themselves, ever increasing 
numbers of women throughout Bangladesh have been 
making their way to polling stations to cast their vote 
in various general and local elections. In terms of 
women actually running for elected office however, 
the record is far from impressive. According to the 
2003 UNDP Human Development Report, women 
held a mere two percent of parliamentary seats in 
2003, a decline from ten percent in 1990. The smaller 
number is explained, of course, by the end of the 
provision in 2001 of reserved parliamentary seats for 
women.  Given space constraints, I focus here on this 
particular aspect of women’s political participation, 
the subject of reserved seats for women in 
parliament, the center of much intense debate 
between state and civil society in Bangladesh over 
the last few years. 
 
Although a small group of women in British India 
received the right to vote under the Government of 
India Act of 1935, universal adult franchise was not 
granted throughout the subcontinent until the British 
left in 1947.  The 1972 constitution of the newly-
independent Bangladesh affirmed the political 
equality between men and women and their equal 
right to contest and vote in elections;19 nonetheless, 
extended periods of military rule both before and 
since Bangladesh gained independence have meant 
that most Bangladeshis’ experience of democracy has 
been rather limited.    
 
In united Pakistan, a number of parliamentary seats 
were reserved for women, to be filled by the indirect 
election of women by the legislature.  The framers of 
the Bangladeshi constitution retained that provision 
in order to ensure “a minimum representation of 

women” and “because [women] were not in a 
position to compete successfully with male 
politicians for territorial constituencies.”  As Najma 
Chowdhury points out, the “reservation of seats 
reflects a paternalistic approach to women’s 
representation…  The ruling parties did not nominate 
women for general seats in the first two elections—
held in 1973 and 1979—but treated the reservation 
provision as a device to exclude women from the 
general seats, which thus came to be treated as seats 
for men.”  In practice, this provision has meant that 
the party with a numerical majority in parliament has 
controlled the women’s seats (Chowdhury 1994: 98).  
Chowdhury observes more recently, “Instead of 
contributing to women’s political agency and 
autonomy, [quotas] accentuated [women’s] 
dependence in politics and reinforced their 
marginality” (Chowdhury 2002: 1). 
 
Understandably, the women who have occupied these 
seats have felt at a disadvantage vis-à-vis the regular 
MPs for a number of reasons:  they are entirely 
dependent for their nomination and election on the 
ruling party and its directly elected, predominantly 
male, MPs, who in turn have counted on their support 
during parliamentary votes and discussions; because 
they are not directly elected by a constituency, the 
women feel that they do not really represent anyone, 
and lack both a mandate and a power base.  
Nonetheless, indirectly elected female MPs such as 
Farida Rahman occasionally have sought to push 
through legislation that they believed would help 
women (Chowdhury 1994: 98).  It should be noted 
that prominent female politicians such as Khaleda 
Zia, Sheikh Hasina, and Matia Chowdhury (Minister 
for Agriculture under the Awami League 
government, significantly the first time a woman 
minister has been given a portfolio other than women 
and children affairs), all entered parliament by 
winning general seats.  The actual number of seats 
reserved for women has fluctuated over the years. 
The Tenth Amendment to the constitution passed in 
1990 declared that there would be 30 reserved seats 
for women until the year 2000 (out of a total of 330).  
Even this amendment was passed, not through a 
democratic process, but following a discussion 
between the then First Lady Roushan Ershad and two 
factions of the ruling Jatiya Party—“There were no 
opinion polls [or] public discussions and no women’s 
organizations were consulted” on the matter 
(Choudhury 1995: 9). 
 
The percentage of women candidates nominated for 
general seats has been extremely low in all national 
elections since independence. Concerned that women 
candidates may not be as successful as male 
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candidates in gaining or even retaining parliamentary 
seats, parties have been unwilling to risk general 
seats by nominating women. Women who do receive 
nominations then encounter a variety of obstacles in 
the course of the campaign and such difficulties are 
by no means unique to Bangladeshi political scene. In 
neighboring India, some political parties proposed to 
overcome low women’s representation through a 
quota of nominations for women candidates over the 
years.20  In the U.S. context, for example, Elizabeth 
Dole abandoned her bid for the White House in 
October 1999 when she found that she could not 
compete against the fundraising capabilities of her 
Republican male rivals George W. Bush and John 
McCain. 
 
In April 2001, the provision reserving 30 seats for 
women in Bangladesh’s parliament expired. With the 
then-opposition engaged in a lengthy boycott of 
parliament, the provision was allowed simply to lapse 
and the parliament elected in the October 2001 
elections did not include any reserved seats for 
women. Women’s rights activists were hopeful 
however that when the matter was brought up again 
in parliament, the government would fulfill an earlier 
promise, not simply to renew the existing provision, 
but to increase the number of seats reserved for 
women and open them up for direct election. There 
was certainly popular support for such a move—in 
polls undertaken by the Fair Election Monitoring 
Alliance (FEMA) in the late 1990s, citizens had 
expressed a strong preference for direct election to 
seats reserved for women (Islam 2000).  
 
Despite hunger strikes and massive protests by 
women’s rights activists demanding directly elected 
seats, in early 2004 the cabinet agreed to propose a 
constitutional amendment increasing the number of 
reserved seats from 30 to 45; as before, these seats 
would be filled by indirect election, distributed 
“among political parties based on their respective 
strengths in Parliament” (Majumdar 2004). The 
amendment finally was passed in parliament on 16 
May 2004 and strongly condemned by women’s 
rights activists. Ayesha Khanam of Mahila Parishad, 
for instance, declared, “It will undermine women's 
political role…. It’s insulting.”21 While a 
significantly larger female presence in parliament 
may certainly alter the terms of discussion, it would 
be imprudent to assume that very dramatic changes 
would follow. It is essential to keep in mind that all 
women do not necessarily represent or support 
women’s interests and, ultimately, is more important 
that male and female legislators alike recognize the 
centrality of women’s rights and issues to general 

human development and reorganize their priorities 
accordingly. 

Violence Against Women 
 
Women throughout the world assert that “their 
exclusion from education, training and employment 
has negative economic effects for a country, and that 
unless patriarchal power over their lives is reduced, 
nothing will change. If women are to participate in 
development, a more equitable distribution of 
political as well as economic power is needed. For a 
grassroots women’s group in Bangladesh for 
example, ‘empowerment’ is not just about gaining 
access to credit or childcare services. It is about 
defending their rights not to be subjected to violence 
or abandoned, and this demands sufficient influence 
on local leaders to induce community sanctions 
against errant husbands” (Black 2002: 123). 
 
Imelda Henkin, the UNFPA Deputy Executive 
Director, spoke along similar lines at a meeting in 
Dhaka in 2003:  “Violence against women has a 
profound impact on development. It perpetuates 
poverty by reducing women's capacity to work 
outside the home, their mobility and access to 
information, and children's school attendance. … The 
brutal discrimination and violence they face is not 
only a violation of human rights, it is also a serious 
threat to their health and the health and well being of 
their families, communities and nations.”22 Indeed, it 
is impossible to overestimate the importance, nay, the 
absolute necessity, of a safe and secure environment, 
inside and outside homes, to enable women to take 
advantage of what education, employment, voting, 
and healthcare opportunities may be available. 
Concerns about sexual assaults or acid attacks can 
easily override parents’ willingness to educate their 
daughters or allow them to vote. 
 
The history of women in Bangladesh has been 
characterized by violence from the very beginning, 
with the mass rapes of the War of Liberation.23  Just 
in the last decade, thousands of women have been the 
violent victims of illegal fatwas, acid attacks, 
murders, and sexual assaults, the last perpetrated not 
only by random strangers, but also the police, work 
supervisors, and political party workers. Countless 
more continue to suffer through domestic violence, 
often related to dowry demands. According to 
Seager, 50 percent of all murders of in Bangladesh 
are of husbands killing their wives (Seager 2003: 29).  
Every year, hundreds, even thousands, of 
Bangladeshi women are forced into the global sex 
and slave trades (Asian Development Bank 2002). 
Finally, Nobel Laureate Amartya Sen’s concept of 
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“missing women” casts into sharp relief the very 
large numbers of girls who simply never even had a 
chance to grow up and work for fulfilling lives (Sen 
1990; see also Clausen and Wink 2003). 
 
In response to prolonged campaigning by women’s 
groups, the government passed the Violence Against 
Women (Deterrent Punishment) Ordinance 1983 and 
Violence Against Women (Deterrent Punishment 
Amendment) Ordinance 1988. Under these laws, the 
infliction of physical injury, rape (with the exception 
of marital rape), provoking suicide, trafficking in 
women, kidnapping of women, and murder are all 
recognized as crimes and deemed punishable by law.  
What this law automatically does not cover is the 
mental and physical abuse to which countless women 
are subjected within their own homes, often even 
leading to their death; these cases are very often filed 
away as suicides or accidents.  This law also excludes 
deaths resulting directly from illegal fatwas. An 
additional problem is that only the police can file a 
case under this law; this means that, more often than 
not, perpetrators of violence against women go free 
because the police have not investigated the cases 
(Kamal 1995: 30). 
 
Under the 1939 Dissolution of Muslim Marriage Act, 
cruelty is one of the nine grounds under which a 
Muslim woman can seek divorce through a court.  
Nevertheless, in rural areas, battered women are 
hesitant to seek legal recourse through the police 
given the corruption in the police force and the 
complicated, expensive nature of court cases.  Even 
though such matters fall outside the formal 
jurisdiction of a salish committee, villagers very 
often prefer to seek some sort of resolution through a 
salish.  As mentioned earlier, a financially dependent 
woman may prefer to have her abusive husband 
around rather than in jail.  Thus, even if she decides 
to publicize her abuse, she is likely to prefer a 
resolution through a salish rather than a court of law 
when the latter may result in a jail sentence. 
Following a salish hearing, an abusive husband is 
often excused after a public beating and humiliation.  
More often, however, as the following quotations 
suggest, it is not obvious to the community or even to 
a battered wife that an abusive husband deserves 
censure, even punishment.  During a group 
discussion at a Gender Issues Workshop organized by 
the Jessore-based NGO Banchte Shekha, one middle-
aged woman described what tends to happen when a 
wife charges a husband with domestic violence. 

 
The morol-matbor asks the wife what happened.   
 
“He beats me,” she responds. “Just like that.” 

 
“Why would he beat you just like that?” comes 
the immediate retort. “You must have done 
something wrong.” 
 
“Why is there a salish about this?” demands 
another member of the committee.  
 
The salish is then dismissed without further 
ado24

 
The women present at the meeting perceived re is a 
close link between demands for dowry and violence 
against women within the home. In the words of one 
member, “Very often, under pressure from her 
husband, a woman goes back to her father to ask for 
more dowry.  Her father shrugs helplessly, ‘Where 
shall I get this money?’  The woman returns to her 
husband empty-handed and is beaten up.  In this way, 
women are often driven to suicide, killed or thrown 
out of the home by her husband and in-laws, just so 
that her husband can remarry and get another dowry 
from another family.  If the woman’s parents can take 
her in when she’s kicked out, that’s good; otherwise 
she’s homeless.”25  According to another Banchte 
Shekha member, “If a woman dies (i.e., murder or 
suicide), the police may actually show up, but if they 
receive a bribe, they’ll turn around and walk away.” 
Another woman added, “If the matter is taken to a 
salish, the matbor usually dismisses the case by 
saying ‘Allah has taken back what belongs to 
Allah.’”  Very often, the woman’s family may choose 
not to have an autopsy because “it won’t bring their 
daughter back.”  In the end, then, “the family of the 
husband goes untried. They get away with what 
they’ve done.”26   
 
Under state law, rape is a criminal offence, carrying 
jail sentences from ten years to life imprisonment.  
For a conviction to be obtained in a court of law, the 
victim has to provide medical proof that she was 
indeed raped and the only proof that is acceptable is 
that provided by a medical examination conducted 
within six hours of the crime being committed—and 
by a doctor who has a rape kit on hand. In addition, 
the burden is upon the woman to prove that any 
evidence of penetration is from the rape itself rather 
than prior sexual activity.  According to one 
respondent, nobody dares take a rape case to court 
because they have heard that the rapists are killed, 
that is, given the death penalty if found guilty; that 
strikes them as rather excessive. Moreover, a court 
case also entails expenses beyond the means of much 
of the rural poor. Given all this, it is easy to 
understand why a poor rural woman, even if she is 
prepared for the negative publicity and stigmatization 
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that would invariably accompany her revealing that 
such an incident even occurred, would still choose to 
seek redress through the village salish rather than a 
formal court of law.   
 
While it is laudable that laws have been passed to 
punish perpetrators of violence against women, 
women are unlikely to take advantage of them as 
long as the crimes themselves cause no social 
outrage—for instance, as long as social norms persist 
in seeing rape as shameful, the victim’s fault; 
marriage and hence, dowry, as unavoidable; domestic 
violence as sanctioned by religious texts. Fortunately, 
several NGOs such as Ain-o-Salish Kendro and 
Nagorik Uddyog are engaged in legal literacy 
projects throughout the country that involve not only 
teaching ordinary women their legal rights, but also 
training those villagers who tend to find themselves 
on salish committees.  
 
It cannot be denied that much has improved in the 
lives of the women of Bangladesh over the past three 
decades. However, in every arena, change has been 
very slow, and in some cases, even negative. As we 
look ahead into the twenty-first century and ponder 
the prospects of sustained human development, we 
must recognize that for society as a whole to 
improve, the plight of women in the country must be 
alleviated. And the only way to achieve lasting 
results is by making it possible for the most 
underprivileged members of society—women, the 
poor, minorities—to be agents of change in their own 
lives, not simply the passive targets and beneficiaries 
of various projects. To that end, democracy is 
essential, but it must be a true democracy—one in 
which such groups can participate freely, without fear 
of violence or economic or social censure. 
 

Endnotes 
 

1. http://hdr.undp.org/reports/global/2003/pdf/ 
presskit/HDR03_PKE_HDI.pdf 
 
2. The number of countries is smaller because not 
all countries have the data necessary to compute the 
GDI. 
 
3. While I do not explicitly engage with that 
literature here, I must acknowledge my indebtedness 
to the extensive work by Amartya Sen on continually 
expanding the very notion of “development”.  See for 
example, Sen 1999. 
 
4. Parts of this article are drawn from earlier works, 
Shehabuddin 1999a, 1999b, 2000, and additional 
research in Bangladesh in 2001 and 2003. 

5. Rounaq Jahan (1995) cites one estimate that 
suggests that, of the funds for project allocations in 
1980-86, 19 percent of (about US $ 844 million) 
went to projects involving women and of this.  Of 
this amount, 55 percent was directed into population 
and family planning projects, as opposed to two 
percent into health and eight percent into education. 
 
6. Interview, Chittagong, 16 March 1996. 
 
7. “Bangladesh-Religion-Women: Bangladesh PM 
Wants Muslim Clerics to Work for Women’s 
Rights.” Agence France-Presse, 23 December 2003; 
available at http://www.aegis.com/news/afp/2003/AF 
031298.html 
 
8. Independent (Dhaka), 26 June 2003. 
 
9. The corresponding figures for male literacy in 
that same period are 32.9 percent and 45 percent. 
 
10. Bangladesh Television, “Sobinoye Jante Chay” 
(“If You Don’t Mind, We’d Like to Know”), 4 June 
1996. 
 
11. For example, the Muslim Family Code requires 
that a man must have the permission of his first wife 
if he wishes to have a second wife; many consider 
this stipulation to be a violation of Islamic law. 
 
12. Bhorer Kagoj, 15 and 17 April 1994. 
 
13. See for instance Daily Star, 7 December 1995; 
Shehabuddin 1999a: 162-63. 
 
14. The Economist, 23 September 1989: 46. 
 
15. Interview, Dhaka, 8 May 1996. 
 
16. During his wazes, Saidi often sets aside a half-
day session exclusively for women, when they can 
pose questions to him about the movement or more 
generally about Islam. 
 
17.  “Maulana Delawar Hussain Saidi’s Public 
Meeting with Women, Parade Grounds, Chittagong, 
1997,” audiocassette recording, Spandon Audio-
Visual Centre, Dhaka. 
 
18. For a comparative analysis of the phenomenon of 
female political leaders in South and Southeast Asia, 
see Richter 1990. 
 
19. This stands in sharp contrast to the political 
rights of Muslim women in some countries in the so-
called “heartland” of the Islamic world.  Although a 
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fatwa in Egypt in 1956 (that is, after the 1952 
revolution) declared that women could indeed vote 
and stand for election, an Egyptian jurist at the head 
of the Department of Jurisprudence and Legislation 
in post-Desert Storm Kuwait, in 1992 specifically, 
announced that women could neither vote nor run for 
office.  Margot Badran (1998) identifies pressure 
from Saudi Arabia, a large neighbor and source of 
support in the Gulf War, as an important factor in the 
Kuwaiti state’s resistance to women’s 
enfranchisement. 
 
20. Thus in 1989, the Congress Party and Janata Dal 
announced a quota of 30 percent, but this has not 
been implemented.  Interestingly, rightist and 
regional parties like the BJP and the Akali Dal have 
nominated increasing numbers of women candidates 
over the years (Swarup et al. 1994: 368). 
 
21.  “B’desh Parliament Reserves 45 Seats for 
Women.” Times of India, 16 May 2004, available at 
http://timesofindia.indiatimes.com/articleshow/67896
9.cms 
 
22. http://www.unfpa.org/news/news.cfm?ID-
303&Language=1 
 
23.  See http://www.drishtipat.org/1971/ 
 
24. Gender Issues Workshop, Banchte Shekha 
Office, Jessore, 15 June 1996.  
 
25. Group discussion at Gender Issues Workshop, 
Banchte Shekha Office, Jessore, 15 June 1996. This 
horrific phenomenon is not restricted to the rural 
poor; one often reads in the papers about the 
mysterious deaths of young brides in middle and 
upper middle-class urban households. In India, the 
crime has been labeled “dowry-death.”  On the 
phenomenon of the “burning bride” in the Indian 
context, see Teays 1991. 
 
26. Group discussion at Gender Issues Workshop,  
Banchte Shekha Office, Jessore, 15 June 1996. 
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CLASS AND STATE IN BANGLADESH:  POLITICAL ECONOMY  
OF AUTHORITARIAN DEMOCRACY 

 
Habibul Haque Khondker 

 
ABSTRACT 

 
Bangladesh has a functioning democracy, yet the charges of "authoritarianism" against the government are routinely 
made by its opponents. Sometimes the opposition parties exaggerate, but mostly their allegations are not unfounded. 
Democratically elected governments once in power often behave in an authoritarian fashion until they are voted out 
and become the opposition party. The paper will try to examine the social basis of authoritarian democracy in light 
of the class background of the state elites with a special focus on the relationship between state and economy. The 
paper maintains that class continues to remain relevant as a sociological category. This paper also argues that class 
and especially class factions need to be taken into account in examining democratization and democratic transitions. 
Bringing class and class-faction back into the analysis, the paper also evaluates the potential for democratization in 
an economically challenged society characterized by a nexus of high external dependence and internal corruption. 
 
“…the great mass of the French nation is formed by simple addition of homologous magnitudes, much as potatoes in 
a sack form a sack of potatoes”. - Karl Marx 
 
“The state is a machine in the hands of the ruling class for suppressing the resistance of its class enemies”. - Joseph 
Stalin  
 
“Class is defined by men as they live their own history, and, in the end, this is the only definition” – E.P. Thompson 
 
 

Introduction 
 

Bangladesh was ranked by the Davos-based World 
Economic Forum’s World Competitiveness Report 
2003-2004 98th of the 102 countries. Only Mali, 
Angola, Chad and Haiti trailed Bangladesh. The 
donors of Bangladesh openly criticize her faltering 
governance, manifested in rampant corruption, 
sliding lawlessness and poor human rights records. 
Bangladesh’s lackluster achievements in of terms 
human development are often attributed to 
malgovernance. Yet to the bafflement of many 
political pundits, Bangladesh is a functioning 
democracy. Since 1991 two successive governments 
were removed by popular vote in elections conducted 
under a caretaker government headed by the retired 
Chief Justice of the Supreme Court. Yet whenever a 
party in power is voted out to play the role of 
opposition it accuses the new party in power of being 
“authoritarian”, “undemocratic” and even 
“tyrannical”. The complements, needless to say, are 
returned. Indeed sometimes the behaviors of the 
government truly fall short of democratic norms. The 
peculiar nature of democracy can be best defined as 
“authoritarian democracy”. Oxymoronic sure, but this 
term describes the realities on the ground. By 
authoritarian democracy, I mean that although the 
procedures of democracy such as free and more or 
less fair elections – thanks to the idea of caretaker 

government – and the presence of a fairly free press 
make the polity democratic, in a substantive sense 
democracy is missing. What is conspicuously absent 
is the rule of law which has been seriously 
undermined by the rule of the people. The principle 
of separation of power is threatened as the 
institutions of judiciary remain under the tutelage of 
the executive and the parliament remains ineffective 
due the lack of consensus on the broad rules of the 
game between the ruling party and the main 
opposition. The appellation “illiberal democracy”, a 
term more suitable for Southeast Asian democracies, 
is inappropriate for Bangladesh because of the 
presence of a free press, a civil society and open 
political protests on the streets. In a substantive sense 
democracy is limited because of the high degree of 
centralization of power in the hands of the Prime 
Minister and people close to her.  
 
The authoritarian nature of political power has its 
corollary in the existence of rampant corruption. No 
wonder, Bangladesh has won the dubious title of the 
most corrupt perceived nation in the world for three 
years in a row. The government in power shows a 
high level of tolerance for corruption and is marked 
by an absence of accountability and respect for 
independent judiciary. The ruling political class 
remains highly predatory and uses hooligans, who are 
often given positions in the party to intimidate 



opposition parties. Incorporating goons in the party 
fold give them immunity from law enforcement and 
administration of justice. The government starting 
with all the fanfare and promises of institutionalizing 
democracies ends up undermining the values of 
democracy that they themselves championed as a 
party in opposition. 
 
How can this be explained? Is this a classic example 
of cultural-lag where political culture has not been 
able to keep pace with political institutions? Is it a 
case of incomplete democratization? If so why? What 
explains this failure? In solving this puzzle, one could 
be tempted to advance one of the following 
explanations. (1) a Lipsetian (and orthodox Marxist) 
would say, Bangladesh does not have the 
prerequisites of democracy, i.e., economic 
development, especially industrialization, high per 
capita GDP, high literacy, etc. (Lipset, 1994). (2) One 
could say following Almond and Verba that it has not 
developed a civic culture yet which sustains 
democracy or following Putnam one could say that 
Bangladesh is a new democracy and as it becomes 
matured enough things would improve. One would 
remind us of Putnam’s analysis of Italian politics in 
the 1970s and in the 1990s (Putnam, et al:1993). 
Putnam, a Harvard Political Scientist found high 
degree of intolerance and absence of democratic 
values in the early 1970s which changed significantly 
in a span of twenty years. The political culture 
arguments may have some validity. One could even 
point to the recent spate of analyses (Karatnycky, 
2002) that suggest that Islam and democracy do not 
go together. Bangladesh has a population of 140 
million of which 85% are Muslims.  
 
Although, I reject the association of Islam and non-
democracy as spurious, [it is as spurious as Thomas 
Friedman’s alleged association between McDonalds 
and democracy] it would be foolish of me to dismiss 
culture or an analysis that seriously includes culture. 
However here I try a more structural or class-
centered analysis to explain the nature of democracy 
in Bangladesh. This is not to suggest an orthodox and 
reductionistic class analysis is still sustainable but to 
argue that class, especially class-faction still remains 
relevant to explaining political processes. Politics is 
embedded in society and culture. We need to 
consider both – the real politik as well as the broader 
social and cultural framework. Some writers such as 
Migdal, Atul Kohli et al (1994) incorporate a broad 
holistic model by looking at how various institutions 
of society and state interact with each other under the 
rubric of “state-in-society”. This is an improvement 
over earlier modernization paradigms, yet it remains 
an unsatisfactory approach, for such an approach 

remains more descriptive than analytical. Migdal in 
his discussion of weak society, strong state and vice 
versa provides a static picture of the social world and 
underplays the role of social movements and 
conflicts. 
 
Even an adequate transactional model that looks at 
how society and state interact with each other in a 
dynamic fashion will fall short of sharp analytical 
focus. Who can disagree with a statement such as: 
“Both the state and society may mold, and be also 
continually molded by, each other”? In the end 
holistic approaches are too complete to be wrong and 
thus have little analytical value. A multivariate logic 
is highly desirable but rarely demonstrable. They are 
fool proof. An elegant analysis must take some risk 
in identifying variable or factors that are of greater 
significance even at the risk of being wrong and 
controversial. Here I take the Geertzian view of the 
role of an anthropologist or a sociologist. Our task is 
to disturb, to pull the rug from under the coffee-table. 
A sociologist is, as Bourdieu said, a “troublemaker” 
(Bourdieu, 1993:8). In that vein I would add, our task 
is to deflate the balloon of complacency and to echo 
the Shakespearean dictum that there are more things 
in heaven and earth than meets the eyes. But we need 
to prioritize the variables. Here I follow Engels 
closely, as he stated: “We make our history 
ourselves, but, in the first place, under very definite 
assumptions and conditions. Among these the 
economic ones are ultimately decisive. But the 
political ones, etc., and indeed even the traditions 
which haunt human minds, also play a part, although 
not the decisive one” (Engels in McLellan, 1988:70). 
In dealing with the case of Bangladesh, I argue that 
using political economy as the pivot of analysis may 
still be useful despite the paradigm shifts.  With the 
growing popularity of race,  gender, social status, 
sexual orientation, identity, diaspora etc. class has 
been neglected. As Collini holds: “In the frequently 
incanted quartet of race, class, gender and sexual 
orientation, there is no doubt that class has been the 
least fashionable… despite the fact that all the 
evidence suggests that class remains the single most 
powerful determinant of life-chances” (Collini, 
quoted in Milner 1999:9)  
 

Towards a Historically Embedded 
Theoretical Framework 

 
In 1972, barely a year after the independence of 
Bangladesh, Hamza Alavi, a Pakistani Marxist 
sociologist published an article entitled, “The Post-
Colonial Societies: Pakistan and Bangladesh” where 
he dealt with the subject of “Military-Bureaucratic 
Oligarchy” and its politico-economic basis in 
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Pakistan and Bangladesh. Alavi’s main argument was 
that in postcolonial societies the state is relatively 
autonomous vis-à-vis the dominant classes which is 
helped by the fact that the state is somewhat 
overdeveloped as it was created by the colonial 
interests. In the colonial situation the state was a tool 
of the metropolitan bourgeoisie. In advanced 
capitalist societies the state mediates the interests of 
the various fractions of bourgeoisie. Here he draws 
upon Poulantzas. In the postcolonial societies an 
overdeveloped state maintains its autonomy from 
three competing classes - the metropolitan 
bourgeoisie, the indigenous bourgeoisie (state-
dependent “national” bourgeoisie) and the landed 
class. This is a variation from the two models of state 
class relationship in the classical Marxist discussion. 
In one model, state was presented as an instrument of 
the dominant class; in another state was autonomous 
from the class structure. Alavi’s thesis of relative 
autonomy of the state was quite original and firmly 
grounded in empirical and historical bases.  
 
Since the classic New Left Review article by Hamza 
Alavi, South Asian scholars with one or two 
exceptions have moved into all different directions 
and pathways without returning to his analysis. The 
world has changed. Socialism has now become 
defunct. Marxist analyses have fallen into disrepute. 
New ideas, theories and paradigms such as new 
history, post-modernism, cultural studies and the 
overall turn to culture and subjectivism have rendered 
politico-economic analysis a theoretical dinosaur. 
This paper seeks to return to Alavi’s thesis three 
decades after its publication. I do so not for the sake 
of nostalgia of looking up some freshman year’s 
romance but for some solid reasons. I believe that 
Marxist inspired politico-economic analyses have not 
outlived their utility. In returning to the Marxist 
framework, the paper does not make any apology. I 
assert that Marxist framework can still be a good 
starting point and then of course it has to be 
supplemented by ideas of recent origin. If Marxist 
analysis is not useful we will be quick to admit it. 
 
The intellectual context of Alavi’s analysis was the 
theoretical debates between the French structuralists 
and the English Marxists represented by Nicos 
Poulantzas and Ralph Miliband respectively. 
Miliband’s instrumentalist theory was rooted in state 
as the executive committee of the bourgeoisie view 
drawn from The Communist Manifesto of 1848. The 
critics, who proposed the relative autonomy of the 
state,  drew their inspiration from The Eighteenth 
Brummaire where politics was given a relatively 
autonomous position.  
 

Alavi made a claim that the so-called “over-
developed state” was a colonial legatee. The colonial 
rulers created a state machine for the purpose of 
exploitation, and now with hind sight (of past three 
decades of theoretical development) we may add for 
ideological reproduction. The dominant classes were 
subservient to the metropolitan bourgeoisie. They 
evolved as junior partners, or as Mao Zedong put it: 
comprador bourgeoisie. This class never evolved into 
a national bourgeoisie.  Andre Gunder Frank termed 
this class as “lumpenbourgeoisie”, a class which was 
no more than the passive (rather than ‘active’) tool of 
foreign industry and commerce and its interests were 
therefore identical with theirs. The members of this 
class are deeply interested in keeping the status quo – 
a state (or shall we say, process) of wretched 
backwardness from which foreign commerce derives 
all advantages – a state Frank termed as 
“lumpendevelopment” (Frank, 1972:5). 
 
The political economy of Bangladesh in the 1970s fit 
very well the description of peripheral formations. 
According to Samir Amin all peripheral formations 
have four main characteristics in common: (1) the 
predominance of agrarian capitalism in the national 
sector; (2) the creation of a local, mainly merchant, 
bourgeoisie in the wake of dominant foreign capital; 
(3) a tendency toward a peculiar bureaucratic 
development, specific to the contemporary periphery; 
(4) the incomplete specific character of the 
phenomena of proletarianization” (Amin, 1976a: 27). 
The weak bourgeoisie and the presence of a 
hegemonic bureaucratic elite are the hallmarks of 
most of the peripheral societies. Amin regards 
bureaucracy as the only actor in the stage which he 
attributes to the weaker and unbalanced development 
of the local bourgeoisie. (Amin, 1976:38). 
 
It would be useful to analyze the relationship 
between class and state and its implication for 
democratization in light of all these new 
developments; but the starting point, I choose, is 
Alavi mainly because Alavi sought to try out a 
Marxist theoretical perspective in explaining political 
realities in Pakistan and Bangladesh. Migdal 
criticized Alavi for assuming postcolonial societies as 
undifferentiated (Migdal, 1988: 19). But this charge 
is inappropriate because Alavi was analyzing the 
realities in Pakistan and Bangladesh with some hint 
at India and was aware of the differences.   
  
Following Alavi, it is easy to see that the 
subservience of the local bourgeoisie to and 
dependence on the state explains why democracy is 
not viable and authoritarianism is the norm in 
Pakistan and Bangladesh. At the time of writing this 
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essay, Pakistan was reeling under a Martial Law – 
ironically - under a civilian politician, namely, Mr. 
Zulfiqqar Ali Bhutto. However, Bangladesh was a 
democracy at that time. What was astounding in 
Alavi’s analysis that he almost predicted the collapse 
of democracy in favor of military rule in Bangladesh. 
He wrote, “It may yet be that a new bureaucratic-
military oligarchy with outside aid will in due course 
consolidate its position and power in Bangladesh” 
(Alavi, 1972). Three year’s after the publication of 
Alavi’s article, Bangladesh fell into the hands of 
military rule. Writers such as Lawrence Lifschultz 
continue to explore CIA hands in that military coup. 
But does Alavi’s analysis help us understand the 
transition to democracy or what I call “authoritarian 
democracy” in Bangladesh? 
 
Surely, Alavi’s analysis of “military-bureaucratic 
oligarchy” was more appropriate to Pakistan than to 
Bangladeshi. Pakistan emerged as an independent 
country in 1947. The state-led development in 
Pakistan from 1947 to 1960s led to the growth of 22 
business families of enormous wealth. The Pakistan 
state had a visible hand in the development of this 
super rich class. Without the state patronage “small 
and medium enterprise had failed to prosper equally, 
and felt increasingly neglected” which led to anti-
Ayub movement in the late 1960s. (Anwar Ali, 
2001:112-113). Such uneven economic development 
which was translated into unequal regional 
development fomented the movement for regional 
autonomy in East Pakistan, paving the way for the 
independence of Bangladesh in 1971. 
 
One interesting point that needs to be reemphasized 
is the relationship between militaristic policies of the 
Pakistan government under the tutelage of the 
military-bureaucratic oligarchy and their impact on 
inter-provincial disparity. An important source of 
Pakistan’s military posture was a result of the global 
geopolitics. “…to achieve the twin objectives of an 
adequate deterrence to ensure the territorial integrity 
of Pakistan and maintain its claim on Kashmir, 
foreign policy was directed to the search for military 
aid. In the mid-fifties, at the height of the Cold War, 
this meant alignment with the anti-Russian policies of 
the United States in the region. There was a strong 
reaction in East Pakistan to Western military aid and 
Pakistan’s accession to regional military pacts in 
order to contain communism” (Zaheer, 1994:67).  
 
In some sense Pakistani ruling elites could take 
advantage of somewhat misguided US policies in this 
region. In  January 1957, President Eisenhower called 
military aid to Pakistan “the worst kind of plan and 
decision we could have made. It was a terrible error, 

but we now seem hopelessly involved in it” (quoted 
in Zaheer, 1994:67). By the time the error was 
recognized, it was too late to roll back the 
relationship. 
 
As it became evident that West Pakistan [present day, 
Pakistan] was not giving due attention to the security 
needs of East Pakistan [present day, Bangladesh], the 
leaders from the East were becoming vocal and they 
could express their views in the Parliament 
[Constituent Assembly] thanks to the tenuous 
existence of democracy. Mr. Ataur Rahman of 
Awami League stated: “Let me give this warning in 
very clear terms that unless … you give up this out-
moded and exploded theory of defending East 
Pakistan from West Pakistan, you will lose us and we 
will all die before you are able to give us any help 
from here… the entire force for the defence of East 
Bengal must be raised within East Bengal and the 
money you are spending here [West Pakistan] for the 
purpose of defence must be shared also by the people 
of East Bengal” (Ataur Rahman of Awami League 
quoted in Zaheer, 1994:70-71). 
 
Other Parliamentarians from the East such as Shiekh 
Mujibur Rahman even began to outline the grievous 
consequences that might follow if disparity was not 
stemmed. “Probably my friends of West Pakistan 
think that if any money is spent for the industrial 
development of East Bengal, the money will go to 
winds because some of them think that how long will 
East Bengal continue with them… East Bengal 
people are politically conscious; they know how to 
fight and get their rights” (Sheikh Mujibur Rahman 
of Awami League quoted in Zaheer, 1994:71).   
 
The case of Pakistan and its eventual breakup 
illustrates the intricate relationship between 
militarization at the global level, i.e., Cold War and 
the external (U.S.) support that played a vital role in 
bolstering military-bureaucratic oligarchy in 
Pakistan. Global geo-politics and political-economy 
shape internal class relations and in some instances – 
as in the case of Pakistan – strengthened the state vis-
à-vis the internal classes. An evaluation of state 
strength which may have consequence for regional 
disparity and the nascent growth of nationalism and 
sub-nationalism must pay attention to the global 
factors.  
 
Both the global geo-political factors as well as 
internal political economy were not favorable for the 
rise of a military-bureaucratic oligarchy in 
Bangladesh, especially in the first few years. 
Kochanek argues that “Ever since its creation in 
1971, Bangladesh’s urban-based political, 
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bureaucratic, and military elites have dominated the 
political process and have been accountable to no one 
but themselves” (Kochanek, 1996:704). The actual 
launching of the military-bureaucratic dominance 
began with the commencement of the military rule in 
Bangladesh since late 1975 after the tragic end of 
Sheikh Mujib’s regime. Although, the first military 
ruler in Bangladesh General Ziaur Rahman loaded his 
first council of advisors or Ministry with retired 
senior civil servants from the Pakistan days, this 
seemingly “military-bureaucratic oligarchy” was 
short-lived. Bengalis were not represented in the 
Pakistan civil service or military in any significant 
number which was one of the resentments. In 1971 
when Sheikh Mujib called for the non-cooperation 
movement, civil servants joined him. But they were 
not a major force. Many of their members joined the 
liberation war. After the liberation of Bangladesh, the 
political party in power had an ambivalent 
relationship with the civil service. Awami League, 
because of its vanguard role in the struggle against 
bureaucracy-dominated Pakistan developed a hostile 
relationship with the bureaucracy. This animosity and 
suspicion of bureaucracy lingered in post-
independence Bangladesh. Some sections of the 
bureaucracy joined the liberation war after the 
crackdown of March 1971 and earned respectability 
among the political elite. After the repatriation of 
civilian bureaucrats and stranded Bengali military 
personnel from Pakistan, a new schism marked the 
machination of the government with important 
consequences.   
 
The class character of the Awami League was 
composed of aspiring middle classes in the urban 
areas and the assorted rural classes made up of small 
peasants, landless peasants who suffered under the 
Kulaks nurtured by Ayub’s Basic Democracy. The 
vanguard role of the Awami League in the country’s 
liberation war brought together a huge coalition of 
classes that swelled the support base of the party 
beyond its wildest imagination. Sheikh’s popularity 
in 1971 was a testimony to that support. 
Unfortunately, this gave Awami League a somewhat 
false sense of exaggerated popularity and self-
adulation. Once Bangladesh became independent the 
coalition built in the middle of revolutionary 
firmament gradually melted away. Factional politics 
underpinned by class-factions took the center-stage. 
The attempt on the part of the ruling elite to stem the 
tide of fragmentation by foisting a one-party rule also 
failed to revitalize the declining legitimacy of the 
Awami League government. 1975 marked a major 
break in the history of Bangladesh. The great tragedy 
of murdering Sheikh Mujiur Rahman and his family 
must not obscure the fact that the popularity of the 

Awami League rule at the time of the coup was not 
nearly as high as it was during the early years of 
liberation. Although towards the end of 1975 the 
economy was recuperating after the famine of 1974 
which was induced, in part, by the belligerent 
policies of the United States (Khondker, 1984), the 
popularity of the ruling elite was eroded by the 
economic mismanagement of the earlier years. The 
class-basis of the Awami League ruling elites was at 
odds with socialism nor did it ever have any 
commitment to socialist ideals. Socialism was more 
of a slogan than substance. In 1972 Awami League 
inherited an economy where the key means of 
production were owned by the non-Benaglees from 
India and Pakistan who evaporated after the 
liberation. Awami League a centrist party and often 
criticized as pro-American in the pre-independence 
days had to nationalize these industries. This statist 
nationalization was consistent with a patronage 
system where greedy party leaders and officials 
wanted something in return for their loyalty to the 
party even at great risk. 
 
The five and a half year rule of Zia (1975-1981) 
consolidated the military-bureaucratic domination on 
the one hand and also created a support base amongst 
the right-wing forces. This phase has been 
characterized by one author as the emergence of an 
“administrative state” dominated by civil and military 
bureaucrats (Islam, 1986-87). In the post-Mujib 
period, Zia, a war hero and an astute politician, 
quickly moved to enlist support of both the sections 
of the military and bureaucracy who were actively 
involved in the liberation war as well as those who 
were repatriated from Pakistan and begrudged the 
Awami League government for not treating them 
with respect. Zia was also able to co-opt the support 
of both the right wing Islamicists and the left wing 
communists. The left and the right in Bangladesh had 
a common ground in their antipathy towards the 
centrist Awami League, the party of the petty 
bourgeoisie at the forefront of the country’s liberation 
movement. According to Franda: “Zia’s BNP 
government is composed of three distinct strands: (1) 
his own factional supporters within the Bangladesh 
military and bureaucracy; (2) the bulk of the 
leadership and party cadres of the Muslim League 
and other Islamic fundamentalist parties; and (3) the 
leadership of the major portion of the Maulana 
Bhashani faction of the National Awami Party 
(NAP)” (Franda, 1979:2). 
 
The politico-economic basis of the Zia regime was 
more political than economic. Rather than being 
supported by a dominant class, Zia set out to create a 
new class through generous bank loans. One of the 
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popular refrains of his regime was “money, no 
problem”. Zia wanted to steer the country to the path 
of economic development through the development 
of a new class of industrialists. He set a high standard 
of personal honesty; yet ironically, the strategy of 
development through a patronage system created a 
highly corrupt system. Internationally, Zia was also 
quite active in regional politics moving to create 
SAARC and launching his initiative in the Middle 
East peace process. Bangladesh began to export 
manpower and foreign remittance began to fill the 
depleted state coffers. Zia’s patronage also created a 
new class of “entrepreneurs” some of whom invested 
in what came to be known as garments industries.  
Zia’s pro-capitalist policies can be understood more 
in political than economic terms.  
 
As Quadir points out: “General Zia’s military regime 
embarked on a disinvestment program and set up the 
Disinvestment Board which was given the 
responsibility for implementing announced 
privatization. It reactivated the Dhaka Stock 
Exchange and established an Investment Promotion 
Center in Dhaka designed to foster private 
investment” (Quadir, 2000:197). Zia’s popularity 
among the new business class was understandable. 
As his regime rolled back the post-war socialist 
policies of the Awami League, his legitimacy 
increased.  
 
The dismantling of the socialist looking economy 
was motivated mainly by political reasons but it had  
varied beneficial effects for the military regime. For 
one, it could draw support of the World Bank, USA, 
and the Islamic countries. The anti-socialist 
consensus was a powerful bloc that came to the aid of 
the new regime. As huge amount of foreign aid 
flowed in, the regime obtained a large dose of 
legitimacy. The abortive coup that killed Zia in 1981 
and paved the way for the rise of General Ershad at 
the helm of affairs did not mark a regime change but 
a change of leadership. This may explain why it was 
so expedient and convenient for some sections of the 
leadership to switch loyalty from one person to 
another. By then Bangladesh was witnessing the rise 
of a new bourgeoisie. The dominant class – the 
owners of various industries – had no problem with a 
leader who was a great patron of the business class. 
One of the first moves of General Ershad was to help 
legalize “black money” by allowing the ill-begotten 
wealth to come into the market by allowing the new 
robber barons to set up private banks. From the 
donors’ point of view this was a positive step towards 
privatization. From the local business point of view, 
this provided an opportunity for many of the business 
men with dubious reputation to come out clean in 

public. 
 
By the end of the 1990s, the new business class was 
entrenched and confident enough to risk a transition 
from authoritarian rule to democracy. An alliance of 
the old intelligentsia, the backbone of Awami League 
support, and the new moneyed class was a deadly 
combination. In the late 1980s, the pro-democracy 
movements were gaining grounds internationally. 
Even in Pakistan military rule came to an end, though 
not exactly by pressure from the social forces, but by 
a freak accident that killed Ziaul Huq. In Bangladesh 
not only the bourgeoisie and the petty bourgeoisie 
sought the taste of democracy in view of the global 
trends, it provided the best way to compromise their 
factional squabbles. By then the donor agencies also 
reincarnated themselves as the great benefactors of 
democracy. NGOs that emerged in the post-
independence Bangladesh and flowered under the 
authoritarian rulers in full force, though by default, 
played a key role too. In other words, civil society 
was reborn in Bangladesh. Many compared the anti-
Ershad movement of 1988-89 with anti-Ayub 
movement of the 1968-69. Both regimes were 
marked by popular military rulers with tangible 
development work to their credit. Ayub built the 
Second Capital and Ershad built all the major roads 
in Dhaka. Ershad had a knack for development as 
well as other pleasures of life. In that regard he was 
closer to his old boss General Yahya Khan.  
 
Despite the rise and fall of political regimes a certain 
of continuity is marked with regard to 
industrialization and social change that saw the rise 
of a home-grown bourgeoisie, a business class with 
close links with politics. Since the early days of 
1970s, Bangladesh has created a small but 
increasingly powerful bourgeois. Take the example 
of one business house, BEXIMCO (Bangladesh 
Export and Import Company was its original name). 
As the original name suggests it started as an export-
import business house by an enterprising wife of a 
former Minister of Pakistan Mr. Fazlur Rahman. The 
business house started under the rule of Awami 
League when it started exporting unconventional 
items. The business house received some patronage 
under the military regime. The military had no 
quarrel with business community. The CEO of the 
company had personal relations with the family of 
Awami League leader. However, two of the cousin 
brothers of Mr Rahman held cabinet positions under 
BNP administration. Some of the senior executives of 
this company have close family ties with important 
officials in the BNP administration. Family ties as 
well as friendship networks [for the later Dhaka Club 
has a key role] play a central role in the unraveling of 
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state-class relationship in Bangladesh.  
 
Another example is Opex. Its CEO is a retired 
military officer who served under Zia during the 
Pakistan days. With a combination of drive, 
entrepreneurship and some help from the 
governments in power, Opex became a leading 
garment industry in Bangladesh. The CEO of Opex 
had close links with both the Awami League and 
BNP administration, but his cousin brother held a 
cabinet position in the succeeding BNP 
administrations. I use the example of OPEX because 
of the fact that this enterprise started from the 
entrepreneurial drive of its founder who had some 
relatives in business but he started off without any 
major political patronage. There are several business 
houses in Bangladesh that started off without political 
links but were gradually drawn to the world of 
political patronage.  Both political parties want the 
support, especially the financial backing, of the 
business class. The entrepreneurial business class 
wants both the parties to follow democratic norms. In 
the annual convention of the Garments industrialists, 
both the Prime Minister and the leader of the 
opposition were invited to deliver pep talks. When 
there was a stalemate between the Awami League 
and BNP in days of periodic shutdowns and hartals in 
early 1990s, civil society organizations came to the 
forefront in trying to mediate between these two 
bickering parties. One of the leaders of the civil 
society was Samson Chowdhury, a leading 
industrialist of the country. Alongside the new 
bourgeoisie, there is a parasitical bourgeoisie whose 
wealth is due to the non-repayment of the loans. The 
list of bank loan defaulters includes many leading 
businessmen from both the dominant political parties. 
During the tenure of Awami League government Mr. 
Kibria, the Finance Minister prepared a list of 
defaulters which included slightly more Awami 
League MPs than BNP MPs. The disclosure seemed 
to be more academic since little was done to bring the 
defaulters to book. 
 
Some writers show understandable skepticism about 
the role of class in the politics of Bangladesh as the 
state has come close to a point of disintegration. 
According to Rehman Sobhan:”…over the last two 
decades Bangladesh’s social formations have become 
highly fluid at all levels of society with an increasing 
number of households assuming a multiplicity of 
earning modes to survive or prosper. This process has 
reduced the capacity for collective action along the 
traditional class lines. Rather, the tendency has been 
for much more parochial, particularistic or even 
individualized forms of action which seek sectional 
or private gain rather than the aggrandizement of a 

class. This tendency itself derives from the 
disarticulated nature of the state, which represents no 
class, beyond serving the appetites of a large number 
of individuals driven neither by ideology or collective 
purpose nor even by an overriding commitment to a 
political party. These largely private aspirations may 
occasionally intersect with those of other private 
players to sustain a collective purpose. Thus, when it 
comes to competing for a business tender or an 
energy concession, there is no class interest, no 
political party interest, there are just coalitions of 
vertically integrated public and private interests 
engaged in the pursuit of their personal 
aggrandizement. In such circumstances, the state is 
seen to be progressively weakening itself to a point 
where it is degenerating into a functional anarchy 
where it has virtually lost its capacity to implement 
most public policies”(Sobhan, 2002a).  
 
But this is not to say that there is no class but only 
individual interests. It is class faction rather than 
class as a horizontal entity that deserves closer 
attention. What may be happening is privatization of 
self-interest which is consistent with factionalization 
of class and the rise of a consumerist culture. Even 
civil servants, who do not form a class but an 
important social category - are not protecting the 
interest of the state as a collectivity. They are 
profiting individually or as a faction at the expense of 
their group or collective interest. Factionalism along 
party lines is rife in civil service. The factions are 
often linked to the political parties. There is a vicious 
circle in the sense that factionalism weakens 
bureaucracy as an institution which leads individual 
bureaucrats to establish linkages with the parties for 
survival and career advancement. Thus they remain 
dependent on the political parties as political parties 
also remain dependent on their affiliated factions for 
support and loyalty. A symbiotic relationship thus 
evolves. There is a vicious circle too in terms of the 
business class not paying taxes thus weakening the 
government. And a weak government is unable to 
pursue tax evaders and bank loan defaulters. The tax 
evaders and loan defaulters often settle for loyalty 
and bribe to the party in power and the affiliated civil 
servants. Since the business class pay bribe they 
justify tax evasion.  Many of the members of the 
retired military join business and become successful. 
What is most important to understand in the state-
class nexus in Bangladesh is class factions rather than 
class as a whole. Factional interests override larger 
class interests. State plays a key role in nurturing the 
factious culture by becoming a key faction itself. 
Crony capitalism in Bangladesh has assumed a new 
dimension. 
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While the above analysis helps us understand why 
there is no solid reaction to malgovernance and 
oppression along class line, it does not negate the 
argument linking the role of the state in protecting, 
promoting and serving the interests of the dominant 
class. It is understandable that the state has lost its 
capacity as well as its will to do much in terms of 
penetrating into the society in any meaningful way, 
but it may also be argued that the state is not 
representing the interests of any particular class as 
such. I would argue that the state is promoting the 
interests of the ruling class which is made up of the 
state elites of which bourgeoisie is a component. This 
class enjoys a certain degree of autonomy and cannot 
be reduced to either the bourgeoisie or the 
notoriously slippery category “middle class”. 
Following Michael Kalecki’s theory of “intermediate 
class”, Bertocci has argued that there are three 
institutional groupings at the helm of the state: (1) the 
civil bureaucracy, (2) the military, and (3) the civilian 
politicians and their parties (Bertocci, 1982:991). The 
relatively autonomous Bangladesh state has become 
dominant without being hegemonic. A hegemonic 
state commands consent, a dominant state uses naked 
force of repression. 
 
Here it is unavoidable to make some remarks on the 
subject of class. The really existing classes in society 
and our conceptual or theoretical understanding of it 
can be at variance.  
 
The concept of class has always been problematic. 
Marx’s discussion, it is well-known, broke off in 
Volume 3 of Das Kapital. If we approach it simply as 
ownership versus non-ownership of means of 
production we will only get a partial picture of the 
situation. In a note by Engles to the English edition of 
the Communist Manifesto of 1888, we find the 
following clarification: “By ‘bourgeois’ is meant the 
class of modern capitalists, owners of the means of 
social production and employers of wage labour. By 
proletariat, the class of modern wage laborers who, 
having no means of production of their own, are 
reduced to selling their labour power in order to 
live”. [Note by Engles to the English edition of the 
Communist Manifesto of 1888]. 
 
For decades, orthodox Marxists insisted on a two 
class model – the bourgeoisie and the proletariat even 
in the face of multiple classes who came to the scene. 
Bourdieu’s  distinction between “class on paper” and 
class in society is illustrative. Bourdie insists that 
“…a theoretical class or a “class on paper,” might be 
considered as a probable real class, or as the 
probability of a real class, whose constituents are 
likely to be brought closer and mobilized (but are not 

actually mobilized) on the basis of their similarities 
(of interest and dispositions)” (Bourdieu, 1987:7). 
Following Bourdieu, classes can be defined as 
“…sets of agents who by virtue of the fact that they 
occupy similar positions in the distribution of powers 
are subject to similar conditions of existence and 
conditioning factors and, as a result, are endowed 
with similar dispositions which prompt them to 
develop similar practices” (Bourdieu, 1987:6). Many 
people in Bangladesh regardless of their objective 
situation in society would like to present themselves 
as “middle class”. In Bengali, the term used for 
middle class is maddhya bitto, which is both an 
economic class as well as a status position. This class 
like the uccho bitto or bittoshali, which is a class of 
wealth meticulously conforms behaviors and 
lifestyles becoming of their class positions. Workers 
are often described and, more important, they define 
themselves as working people, uneducated people. A 
common expression is “we are uneducated people, 
sir, we do not understand things”. This display of 
deference can only be a Scottian act, a role-play to 
create an impression of docility, servility and 
acquiescence. The reality can be quite different.  
Middle class is a big category. Petty bourgeoisie is 
subset of middle class, lumpenbourgeoisie is another 
(degenerated) subset. 
 
The subjective dimension in the definition of class 
has always been problematic. Marx’s distinction 
between “class in itself” and “class for itself” remains 
a source of controversy. How do we know when a 
class becomes conscious? Yet it is important to add 
the self definition of class. Bourdieu reminds us that 
“Any theory of the social universe must include the 
representation that agents have of the social world 
and, more precisely, the contribution they make to 
the construction of the vision of that world, and 
consequently, to the very construction of that world” 
(Bourdieu, 1987:10).  
 
Ossowski found three cross-cutting dichotomies in 
the Marxist scheme of class: (1) Those who possess 
and those who do not possess means of production; 
(2) those who work and those who do not work; and 
(3) those who employ hired labor and those who do 
not. Writing on the class structure of Bangladesh 
three decades ago, Feroz Ahmed wrote: “In the 
absence of an urban bourgeois class and real 
economic power of the aristocracy, the emerging 
petty bourgeoisie, consisting of small traders, 
shopkeepers, professional people, teachers, and 
clerks, became potentially the most important class. 
Culturally, the influence of this class was 
predominant, but economically it was weak” 
(Ahmed, 1973:420). 
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In the last three decades since the independence of 
Bangladesh, class structure has changed. Here, I 
follow the model of Mao Tse-Tung’s proposed class 
structure in China in 1926 where he modified a 
Marxist class schema to reflect the realities of China. 
Mao counted five classes in China: The landlord and 
the comprador class, the middle bourgeoisie (national 
bourgeoisie), the petty bourgeoisie, the semi-
proletariat, and the proletariat. The dominant classes 
in Bangladesh today are: 
 
1.  State elites: They are the holders of the state 

power. There are two components in this class: 
the political elites and the senior civil and 
military bureaucrats. While the political elites 
changes depending on which party is in power, 
the bureaucratic elites remain influential. All 
other groups derive their power from the holders 
of the state power. The state elites are 
responsible for allocating and reallocating 
resources including means of production. They 
give out contracts and create a class of 
contractors, some people also benefit having 
contacts with the state elites. Alavi stated that 
President Ayub was creating a bourgeoisie in 
East Bengal (present Bangladesh) who could be 
classified as either “contractors” or “contactors” 
(Alavi, 1973:169). The process has continued in 
post-independence Bangladesh uninterruptedly. 
In the immediate aftermath of independence, 
Awami League had to distribute patronage which 
often came in the form of contracts, employment 
in the public owned enterprises, and so on in 
return of their support for Awami League as well 
as cause for the liberation war. Many of the 
families affected by the war also received favors. 
Subsequently, such patronage system continued 
for purely political loyalty. It became  common 
knowledge that having  political contacts  pay-
off. 

 
2.  Big-business class and industrialists, who owe 

their wealth to family wealth accumulated 
through landholding (which includes ownership 
of houses) or ownership of business and 
industries in the past. They form the backbone of 
the bourgeoisie. A subdivision can be thought of 
between traditional moneyed class (AK Khan 
family would be a representative of this type) 
and newly moneyed class or nouveau rich 
(Bashundhora Group for example). 

 
3.  Retired civil servants and military officers 

(usually upper and mid-level) and other 
professionals such as doctors, engineers, judges, 
lawyers, officer cadre in private sectors, bankers, 

airline pilots, etc. The professionals are often 
counted as the mainstream middle class. 

 
4.  Somewhat powerless professional class such as 

teachers, semi-employed, small-time business 
class. They are often counted as petty-
bourgeoisie. Intellectuals who played a vital role 
in fomenting nationalism and in the liberation 
war have now become marginalized. Their 
enfeebled situation reflects the weakness of petty 
bourgeoisie in Bangladesh today (2003). 

 
5.  Rural landed elites, sometimes employed as 

political entrepreneurs, religious leaders with 
influence on their constituencies, school 
teachers, teachers of Madrasa, and Mullahs of 
the mosques, etc. These groups are often 
overlapping and share a collective consciousness 
to the extent that they can be considered as a 
class. 

 
6.  A class of touts, semi-lumpen class with some 

education and organizational skills. They are 
often pressed into service by various political 
parties as henchmen, thugs, and such other 
assorted services. This class provides the direct 
link between the political elites and the vast 
number of masses. 

 
7.  A working class which I define following Wood 

who says, “…there is such a thing as working 
class, people who by virtue of their situation in 
the relations of production and exploitation 
[emphasis added] share certain fundamental 
interests, and … these class interests coincide 
with the essential objective of socialism, the 
abolition of class, …”  (Wood, 1986:189 quoted 
in Milner, 1999 p56). In urban areas they are the 
factory workers, in garment industries, textiles, 
and so on. In the rural areas, this class comprises 
small peasants, landless agricultural workers, 
fishermen, artisans. Some of them spill over into 
the urban areas to become the casual workers, 
rickshaw pullers and so on. 

 
These classes are not as clear cut as one would 
ideally expect. There often is an overlap. Especially, 
the first three classes often overlap. There is also an 
overlap between rural and urban classes. Some 
overlap takes place inter-generationally. Children of 
rich or middle peasants may become upwardly 
mobile through education. In recent years overseas 
migration has also played a role in social mobility. 
Urban industrial or business classes often invest in 
farming, especially shrimp farming. There is a new 
direction in the flow of investment. However, the 
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largest group of entrepreneurs came from the RMG 
(Ready Made Garments) sector. The RMG has grown 
to the extent that at its peak it accounted for 76% of 
Bangladesh’s export. In 2001, this sector employed 
1.8 million workforce directly and many more 
indirectly (Shefali, 2003) of which 90% are women 
(Sobhan, 2002). The owners of Garments industries 
have become the most visible section of the 
bourgeoisie. 
 
In Bangladesh since independence, the ruling Awami 
League tended to create a class of contractors who 
made good profit by buying and selling licenses and 
permits. The fastest growing class in post-
independence Bangladesh was the class of indentors. 
Subsequently, under Zia and then Ershad, a class of 
industrialists was created through the availability of 
Shilpo rin or industrial credit from the Industrial 
Bank of Bangladesh. As Banks were privatized and 
many Banks were allowed in the private sector, loans 
were made available for the financillay-strapped 
entrepreneurs who were politically connected. 
Sometimes, they were close relatives and friends of 
civil servants or politicians. The presence of military 
was minimal at the beginning. With time and 
successive coups, military and their relatives began to 
play a more central role. Many retired military 
officers were given appointment in the civil 
bureaucracy. Many of the retired officers became the 
new industrial class, especially in the garments 
sector. The late Nurul Qader Khan, a retired civil 
servant, was the pioneer in RMG. A large number of 
entrepreneurs in the Garment industry are retired 
military officers. There is a military-bureaucratic 
oligarchy (in benign form) in the RMG sector. The 
presence of retired military officers could also be felt 
in various state owned or semi-autonomous 
corporations, a practice that goes back to the days of 
President Zia.  
 
The political class enjoys relative autonomy from the 
other dominant classes. Some members of the 
political class may come from industrial class or 
bureaucratic class but when they become part of the 
ruling class they are in a position to create a new 
class and not always favor the members of their own 
class of origin. The thuggish and predatory behavior 
of a section of the state elite is reflected by the fact 
that on many occasions they tend to use the 
instruments of the state for pursuing their narrow 
interests (without even paying attention to legal 
niceties). The executive arm of the state tends to 
capture the judiciary. Factionalism has now become 
the dominant feature of class dynamics in 
Bangladesh. The state becomes dysfunctional and de-
institutionalization sets in. The high level of 

corruption in Bangladesh originated in the new 
structure of clientelist relationship aided by the 
availability of huge amount of loans for so-called 
industrialization. A class faction of loan-defaulters 
with close links to the political class has become a 
semi-permanent feature of Bangladesh society. This 
faction of the bourgeoisie switches its loyalty to the 
government of the day to avoid facing justice. 
 

Class and Consumption 
 
One of the conceptual developments since Marx has 
been the focus on consumption in the discussion of 
class. Post-Marxist sociologists such as Baudrillard 
made important contribution by focusing on 
consumption if not replacing production completly . 
Some of these ideas apply well to Bangladesh. The 
rich in Bangladesh are conspicuous by their 
consumption. Class position is maintained in terms of 
consumption that gives the upper classes an 
exclusivity, a social distance. Medical service, 
educational service and tourism are the three 
indicators of changing lifestyles among Bangladeshi 
bittoshali or nouveau rich upper class. This new class 
is distinguished by its consumption.  
 
Possession of material goods, such as television, and 
other gadgets has a class dimension. Recently, Dhaka 
saw a boom in the sale of BMWs.The webpage of 
BBC on Bangladesh has two stories almost side by 
side which reflect the realities of Bangladesh today. 
One story is on the rush for buying BMW the other 
story is on foreign aid. 
 
Marriage ceremonies, for example, often provide an 
opportunity to show one’s wealth and status. 
Veblen’s theory of conspicuous consumption can be 
applied to describe the practice of this class. One of 
Ershad’s little known contributions is his keen 
interest in designer products. Since the rule of 
Ershad, the rich and the aspiring bourgeoisie in 
Bangladesh have become major consumers of 
branded items from Dunhill sunglasses to Rado 
watches and Bali shoes. 
 
Even education has become an arena of conspicuous 
consumption. Huge amount of resources are spent on 
the education of children and not necessarily with a 
clear focus on returns. Children are sent overseas for 
education in secondary schools or in private 
universities in Bangladesh and other Southeast Asian 
countries.   
 
The consumption of healthcare is another area of 
conspicuous consumption. The bourgeoisie class 
would often fly off to Singapore for a routine health 
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check-up. The  state elite would often be seen in the 
private hospitals of Singapore or Bangkok. Some will 
go to England or even to the USA. It seems that the 
farther you can go, the more status you have. 
 
A recent web surfing yielded the following results. 
BBC website had two stories on Bangladesh on July 
24, 2003. One story had the caption “Bangladesh 
Seeks $2 billion in aid” and the report indicated that 
Bangladesh will have to improve on its poor public 
safety record and cut down its poverty rate to receive 
the aid. Next to it was a report that at least 50 BMWs 
were snapped up as the car started selling in 
Bangladesh starting this year. These cars have been 
sold at prices ranging from $70,000 to $270,000.  
 
Theorist of conspicuous consumption Thorstein 
Veblen, also noted a conflict in society between 
“industrial” class and “pecuniary” class. He saw the 
latter class as parasites living off the other classes 
(Veblen, 1934). Present day Bangladesh provides 
ample evidence of such conflict between the factions 
of industrial bourgeoisie and the rentier classes. 
Conspicuous consumption was a feature of early 
stage of capitalism. Bangladesh seems to be stuck in 
the early stage for quite some time. 
 

Problems of Democracy and Civil Society 
 
One of the interesting and ironic features of 
Bangladesh democracy is that the opposition accuses 
the government of authoritarianism and the 
government returns the compliment. Democracy is 
yet to be institutionalized and the democratic deficit 
shows no sign of improvement. According to 
Rehman Sobhan: 
 
“The most serious threat to the democratic process in 
South Asia lies in the degeneration of democratic 
institutions….the quality of parliamentary discourse 
has deteriorated. Instead of sober discussion on issues 
of democratic public concern designed to improve the 
quality of governance, the parliament is exposed to 
intemperate exchanges, horse trading, periodic walk-
outs by the opposition, …The degeneration in the 
quality of the legislatures appears to be compounded 
by the increasingly confrontational style of national 
politics.. (Sobhan, 2002b:155). 
 
Every coup in Pakistan and Bangladesh has followed 
a common cycle of promising good governance and 
practicing its opposite. Such military coups have, in 
the initial period, attracted civilian support. Well-
intentioned professionals unable or unwilling to  
establish their representative credentials see the 
military as a short cut to power and influence. … 

Since such military regimes develop a strong appetite 
for staying on in power as reincarnated civilian 
leaders, they have to embrace a section of the same 
‘corrupt’ politicians to provide them with a civilian 
front. Thus, in both Pakistan and Bangladesh, 
military leaders have ended up as political colleagues 
of the more odious segments of political life, who 
have used the military as a vehicle for restoring their 
depleted political fortunes and enhancing their 
private fortunes. (Sobhan, 2002: 179-180).  
 
Alavi does not make any reference to the pioneering 
work of Barrington Moore. Moore’s arguments in 
explaining the rise and failure of democracy are 
seminal. By looking at the nature of class alliance 
and conflicts, he analysed the regime outcome. A 
successful social revolution led to democracy; a 
failed one to dictatorship. England, France, USA 
were example of the former; Germany and Japan of 
the latter. Ellen Kay Trimberger, one of Moore’s 
students, developed the idea of revolutions from 
above by looking at Japan, Turkey and so on. These 
discussions enrich the theoretical thinking on the 
issues of democracy and dictatorship. Juan Linz and 
the Yale school began to analyze transition to 
democracy from authoritarian backgrounds in the 
1980s. Then came the explosion of democratization 
literature. The appearance of the Journal of 
Democracy was an indicator of this upward growth 
curve of democratization worldwide.  
 
While a huge body of literature looks at the rise of 
the middle class as the real reason for the expansion 
and where existent a deepening of democratic 
process, others such as Goran Therborn, Michael 
Mann and John Markoff analyzed democratization 
mainly in terms of working class movements. 
Therborn’s classic essay dealt with the ebb and flow 
of working class movements in Europe and showed 
democratization amounted to conceding to the 
demands of the working class. Therborn in his 
trailblazing article showed the relationship between 
capital and democratization from the point of view of 
the working class movements. Similar line of 
analyses was followed to some extent by Mann and 
Markoff. Markoff went on to argue that major 
democratic innovations such as secret vote and 
women’s franchise took place not at the core of the 
world capitalist system but in the peripheries. 
Markoff questions the main assumption of the 
transition thesis by suggestion that such thesis 
assumes that there is an ideal state of democracy that 
we are striving for. He views democracy as a 
“moving target” (1997:54). He also questions the 
wisdom in Political Scientists defining democracy. 
As Markoff says:  “Democracy is not theirs to define, 
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but is defined in the streets and in the palaces” 
(Markoff, 1997:54). Markoff suggests that it may not 
be productive only to look at the heartland of the 
capitalist core to understand the process of 
democratization. Many of the innovations arose in 
the periphery or semi-periphery such as Australia, 
New Zealand, Poland and so on (Markoff, 1999). In 
that light why cannot India or Bangladesh or Costa 
Rica be the sites of democratic innovations? 
  

Class Basis of Authoritarian Democracy 
 
The literature on transition to democracy focused 
mostly on the Iberian peninsula and Latin America in 
the 1980s and former socialist countries in the 1990s. 
Writers who looked at democratic transition in East 
Asia and Southeast Asia don’t find much use of the 
earlier analyses. This points out that the transition 
literature to a certain extent is region or even country 
specific.  
 
Bangladesh started as a democracy which in a matter 
of years went into an eclipse. The erosion of 
democracy began under the rule of Awami League 
with the founding leader of the country at the helms 
of the affairs (Evans, 2002). An amendment of the 
constitution created a single-party state by 
amalgamating a number of pro-socialist ad pro-
regime political parties. Then the military rulers 
decided to turn themselves into democratic polities. 
The authoritarian nature is either a legacy of the past 
and an absence of suitable political culture. Or, to put 
it boldly, it reflects undercurrents of class relations. 
The thesis of transition from authoritarian to 
democratic regime is often drawn in stark terms. The 
reality of Bangladesh politics is little bit more 
complicated for such stark portrayals. The democratic 
regime of the founding leader of Bangladesh in 1975 
took a turn towards authoritarianism, a process that 
was consolidated in the successive military regimes. 
The military rulers, unlike their counterparts in Latin 
America (say, Paraguay or Argentina or Uruguay) 
did not want to rule by military alone. Military often 
changed clothes and under civilian garb enlisted other 
civilians to their fold.  
 
Although hard evidence is difficult to gather, it is 
quite probable that either General Zia’s or General 
Ershad’s military rule had fewer political prisoners 
than the subsequent democratic rule. The procedural 
democracy is Bangladesh shorn off is symbolic and 
outer shell has often close resemblances with 
authoritarian regimes. In late 2002, Prime Minister 
Khaleda Zia’s democratic government let loose the 
military to control runway crime. Dozens of suspects 
were beaten to death under military and police 

custody. Such heavy handed methods were never 
taken under the military rule of General Zia or 
General Ershad. Hardly any allegations of torture 
were made against Ershad. Torture was alleged 
against a former minister and a civil servant during 
the rule of Begum Khaleda Zia. During the rule of 
Sheikh Hasina, journalists were beaten by political 
thugs who had close affiliation with the ruling party. 
A similar incident took place on August 3, 2003 
when pro-government students inflicted attack on a 
peaceful student demonstration and beat up a 
reporter. According to the reports of human rights 
organizations such as Asia Watch or Amnesty 
International, violations of human rights, torture, etc 
take place in Bangladesh routinely. Now what is 
democratic, and what is authoritarian? Military rulers 
broke the procedures of democracy; democratic 
leaders undermined the substance of democracy. One 
can explain this with reference to political culture 
suggesting that the culture of authoritarianism, the 
cult of personality, and so on compromise the quality 
of democracy There may be some truth to it; yet 
another plausible explanation lies in the political 
economy. 
 
Some writers were a little carried away in suggesting 
that democracy came to Bangladesh only in 1991 
through the removal of General Ershad in a popular 
mass uprising jointly organized by the Awami 
League and the Bangladesh Nationalist Party. A 
leading Political Scientist in Bangladesh and an 
advisor to BNP suggested that the BNP, especially its 
student wing played a key role in organizing anti-
Ershad movement.  
 
The main reason for the collapse of the Ershad  
regime was the withdrawal of  military support for 
the regime. After Ershad called upon Lt Gen 
Nuruddin, chief-of-staff of the army who was known 
to Ershad goes back to the days of Pakistan Army 
called a meeting of his commanders. Officers over 
the rank of Lt. Col. apparently were asked to attend 
the meeting. In the exchange of views, a number of 
young officers raised the point that Ershad has 
created the mess, he should solve it. The attitude of 
the army was reported back to Ershad not by his 
trusted army chief, but by a senior officer, a friend of 
the Foreign Minister from Faujdarhat Cadet College, 
who told Ershad ‘s Foreign Minister Anisul Islam 
Mahmud that army was not going to support Ershad. 
Anis Mahmud passed the news to Ershad who was 
shocked at the desertion of his trusted lieutenants. 
Power was transferred not to Ershad’s vice president 
Moudud, who was convicted by a military court 
when Ershad took over and was subsequently 
released. (Moudud is currently the Minister of law 
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under the BNP administration.) A Caretaker 
government under the Chief Justice of the Supreme 
Court was formed to oversee the period of transition. 
 
Political transition from the Military to the Civilian 
politicians did not mark a sharp break or 
discontinuity. The change of the political guards was 
not a reflection of changes in the class-structure. The 
dominance of the economically powerful classes did 
not wane with the changes in governments. Pakistan 
had 22 super rich families. Bangladesh has more than 
2200 such super rich  families by now in 2003 who 
control the wealth and milk the system to their 
benefit. In a report based on the statistics of 
Bangladesh Bank, a Weekly magazine in Bangladesh 
indicated that there were 1,788 families with bank 
balances of one crore or ten million taka.  The report 
also suggested that at the time of independence there 
were only 2 such rich families (Anis, 1992:12). They 
are strategically situated in terms of party affiliations. 
Some members are in AL others are in BNP. The 
two-party model that has evolved in Bangladesh is 
not reflective of political maturity based on mutual 
respect and tolerance (although some signs are there) 
but mostly because of the compromises made by the 
powerful business class. 
 
Bangladesh has become a political equivalent of 
classic oligopoly. According to Sobhan, “Politics in 
Bangladesh is thus becoming a rich man’s game 
where huge sums of money are spent to seek election. 
The less affluent, and particularly the poor, have been 
effectively disenfranchised from democratic 
participation even at the local level” (Sobhan 
2002a:23). With 75% of the population living in the 
rural area, politics in Bangladesh is urban based. The 
leaders are drawn from the urban-based petty 
bourgeoisie, yet the vast majority of the voters come 
from the rural areas. Leaders deploy various means to 
woo the voters often through promises of 
development and so on and those who can project 
themselves as national leaders, reaching out to the 
villagers, are able to speak to them are the ones who 
can garner support. Once the victorious leaders are in 
government, the promises are quickly forgotten and 
they seek to continue pursuing their narrow factional 
(class) interests at the expense of both larger class 
and national interests. The heart of the crisis of the 
state, according to Sobhan, lies in the contradiction 
between a state held captive by a rentier elite and 
classes who have the most potentials to transform this 
society. These classes include small farmers, workers 
in the productive export sector, creative professional 
class and the productive sectors of the business 
community (Sobhan, 2002a:24). 
 

The runaway corruption, manipulation, politicization 
of all the institutions of the government, 
centralization of power, absence of accountability 
and a lack of political vision or political will to 
institutionalize democracy reflect lack of 
consolidation of class interests. Class factions pursue 
short-term goals of accumulation resembling 
primitive accumulation. Unfortunately, in 
Bangladesh the phase of primitive accumulation has 
become a semi-permanent stage. In order to 
institutionalize democracy separation of power is 
crucial. And in order to move forward to that goal, an 
independent judiciary is precondition. Very little has 
been achieved to this end. Democracy in Bangladesh 
remains gestural, political power remains highly 
concentrated and the rule of law tentative. As the 
class inequality between some factions of the 
bourgeoisie and some factions of the proletariat 
become huge, and as a coalition of interests takes 
place between the lumpen or corrupt bourgeoisie and 
the corrupt politicians who provide protection to 
these class factions for a fee, the future for 
democracy remains bleak and would be trapped into 
a corrupt, hybrid system of authoritarianism and 
democracy.   
 
Despite the failure of institutionalization of 
democracy based on the consensus on broad national 
issues of importance, the rule of legitimate law and 
separation of power, the situation is not totally 
hopeless to some of the nationalist leaders. The future 
of democracy hinges on the reform of electoral laws 
in Bangladesh which need to be tied to the fight 
against corruption. In an interview, Dr Kamal 
Hossain, one of the framers of the constitution of 
Bangladesh remarked that his electoral defeat can be 
attributed to his adherence to the electoral law of a 
maximum expenditure of 200,000 taka or about 4,000 
US dollars. Most candidates spend much more and 
get away with. Such huge expenditure for a small 
minority can be explained by their commitment to 
public service or enhancement of prestige. But for the 
majority of the candidates, they want to make this 
investment for a huge financial gain once they are 
elected to office. The fact that the link between 
corruption and politics survives regime changes 
shows that there is a symbiosis between these two 
phenomena. A more substantive democracy will 
make it difficult to protect the corrupt factions of the 
bourgeoisie for long. An authoritarian democracy, 
secures state autonomy and guarantees that the bank-
defaulters, and other lumpen-bourgeoisie are 
protected. And in perpetuating the authoritarian 
democracy, the state elites to some extent mobilize 
the extra-governmental forces drawn from the 
lumpen classes of thugs and the reserve of the army 
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of unemployed to intimidate not only the political 
opposition but also the civil society.   
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MONEY, OUTPUT AND PRICES IN BANGLADESH 
 

Akhtar Hossain 
 

ABSTRACT 
 
This paper has examined the Granger-causal relationship between money supply growth and inflation in Bangladesh 
for the period 1974-2003 within the cointegral-error correction-modeling framework. Empirical results suggest that 
the consumer price index (CPI), the stock of narrow (M1) or broad money (M2) and real permanent output/income 
(yp) have a cointegral relationship and that there exists a strong causal relationship running from money supply 
growth to inflation. The paper draws the conclusion that the Bangladesh Bank (central bank of Bangladesh) is in a 
position to conduct an independent monetary policy for price stability through a monetary or an inflation targeting 
strategy. Inflation targeting as a strategy of monetary policy however remains conditional on a set of stringent 
conditions and is considered not appropriate for Bangladesh at this juncture. Monetary targeting may therefore be 
considered an alternative option, given that under the present market-based exchange rate system, the Bangladesh 
Bank has gained an effective control over the monetary base and that there exists both a stable money demand 
function and a situation of monetary stability as envisaged by monetary economists for a monetary rule.  
 

Introduction 
 

The role of monetary policy in price stability1, 
meaning low and steady inflation, has increased in 
Bangladesh since the beginning of financial reforms 
in the early 1980s. Although the pace of financial 
reforms has been slow, they have covered most 
aspects of banking and finance and have been 
associated with opening-up the economy. The global 
integration of the Bangladesh economy has created as 
many opportunities as challenges insofar 
macroeconomic management. The greater importance 
that the monetary authorities in Bangladesh have 
lately placed on monetary and financial policy for 
macroeconomic stability is reflected in the 
amendment of the Bangladesh Bank Order 1972 in 
2003 that has provided the Bangladesh Bank (central 
bank of Bangladesh) considerable institutional 
autonomy to pursue its monetary policy goal of price 
and exchange rate stability.2 Although some 
ambiguities have remained, the objective of monetary 
policy as per the amended Order appears to have 
been redirected from directly promoting production 
and employment ‘towards fostering growth and 
development of the country’s productive resources in 
the best national interest’ through price and exchange 
rate stability.3  
 
Whilst this change of the focus of monetary policy 
has been in the lines of international best practices, 
the Bangladesh Bank is yet to design and implement 
a monetary policy framework that would achieve 
price and exchange rate stability on a sustained basis. 
In fact, until recently the choice of a monetary policy 
strategy did not get priority in Bangladesh. 
Apparently, under both a pegged exchange rate 
system4 and capital controls, monetary policy was 
conducted passively in conjunction with fiscal policy 

and their common objective was to achieve and 
maintain an adequate level of foreign exchange 
reserves rather than price stability per se. This 
strategy was also adopted on an adhoc basis and did 
not have credibility insofar achieving and 
maintaining price stability. To begin, Bangladesh is 
not such an inflation-prone country in a historical 
sense [Hossain and Rashid 1996] that would have 
required the introduction of an exchange rate-based 
stabilization program à la IMF. As a strategy of 
monetary policy, exchange rate pegging was not 
appropriate5 for this country, especially when its 
economy has a relatively large non-tradable goods 
sector and remains exposed to both demand and 
supply shocks. Facing sustained external imbalances, 
the monetary authorities abandoned exchange rate 
pegging on May 31, 2003 in favor of a market-based 
exchange rate system. This was a bold decision and 
has made monetary policy an independent instrument 
in achieving its goal of price stability.6 

 
Having gained monetary policy independence by 
discarding exchange rate pegging, the Bangladesh 
Bank would be able to conduct monetary policy 
better for price stability through an alternative 
nominal anchor.7 Monetary and inflation targeting8 
remain the two rule-based strategies of monetary 
policy that may achieve and maintain price stability 
[Blejer, Ize and Leone 2000; Mishkin 2000]. The 
prevailing view of high officials in the Bangladesh 
Bank is that inflation targeting is not appropriate for 
Bangladesh at this juncture. Monetary targeting is 
however considered an option, given that an adhoc 
form of ‘monetary base targeting’ has remained in 
place under the ongoing World Bank-IMF-supported 
Poverty Reduction and Growth Facility (PRGF) 
program.  
 



Whether monetary targeting remains an appropriate 
strategy of monetary policy for Bangladesh depends 
on the presence of a stable money demand function. 
The reason is that a stable money demand function is 
a necessary condition for any causal relationship 
between money supply growth and inflation. Hossain 
[2003;2004] has investigated the money demand 
behavior in Bangladesh with recent data. His main 
finding is that the money demand function in 
Bangladesh has remained broadly stable since the 
1980s despite ongoing financial reforms. To 
complement this finding, this paper examines 
whether there exists a Granger-causal relationship 
between money supply growth and inflation in 
Bangladesh.  
 
The remainder of this paper is organized as follows. 
Section II reviews the behavior of money, output and 
prices in Bangladesh using historical data since the 
1950s when Bangladesh was known as East Pakistan 
in erstwhile Pakistan.9 Section III specifies the 
relationship between money supply growth and 
inflation within a monetarist framework. Section IV 
establishes a cointegral relationship among money, 
output and prices for two sample periods: 1973-2003 
and 1983-2003. Section V tests for a Granger-causal 
relationship between money supply growth and 

inflation within the cointegral-error correction-
modeling framework. Section VI validates the 
monetary model of inflation by establishing an 
empirical relationship between excess money supply 
and inflation. Section VII summarizes the findings 
and draws conclusion. The paper has an Appendix, 
which reports the sources of data and the time series 
properties of variables used in the regression 
analysis. 
 

Money, Output and Prices 
in Bangladesh: 1951-2003 

 
Table 1 reports 5-yearly average historical data for 
money growth, output growth and CPI-inflation for 
the period 1951-2003. Annual data for these variables 
are also reported for the period 1999-2003. It is 
revealed that for Bangladesh, the 1950s and 1960s 
were periods of low inflation of about 4 percent per 
annum. This was partly the outcome of the country’s 
macroeconomic policies, whose main goal was to 
promote economic growth without generating high 
inflation on the understanding that price stability is 
essential for orderly economic growth [Papanek 
1981]. Such policy stance was in contrast with the 
prevailing view in many developing countries that 
inflation, caused by structural rigidities, is a 

Ta
Money, Output and Price

(Annua
Period/ 

Fiscal Year 
Economic 

Growth (%) 
Narrow Mone

Supply Growth 
1951-1955 2.8 7.8 
1956-1960 2.1 8.6 
1961-1965 5.0 8.6 
1966-1970 3.6 7.8 
1971-1975 -8.6 23.1 
1976-1980 5.2 19.7 
1981-1985 3.8 18.6 
1986-1990 4.2 7.5 
1991-1995 4.2 15.7 
1996-2000 5.6 10.2 
1999-2003 5.4 9.5 
FY1999c 5.2 12.8 
FY2000 6.0 7.5 
FY2001 5.3 12.4 
FY2002 4.8 8.1 
FY2003 5.5 6.8 
Source: Author’s estimation/compilation based on  
Information Notice; Bangladesh Bank, Economic Tren  
[1980]. 
Notes:  a. The estimated data for the narrow money st  

estimates appear to have been made using cru
 b  n.a. = not available. 
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ble 1 
s in Bangladesh: 1951-2003 

l Average) 
y 

(%)a
Broad Money Supply 

Growth (%) 
CPI-Inflation 

(%) 
n.ab -1.2 
n.a 7.3 
n.a 2.9 
n.a 6.4 

42.1 42.8 
22.4 7.3 
23.7 10.8 
15.5 8.7 
13.5 5.6 
13.3 5.5 
12.7 4.7 
15.6 8.9 
8.4 3.4 

16.6 1.6 
13.1 2.4 
9.8 7.0 

IMF, International Financial Statistics; IMF, Public
ds; Alamgir and Barlage [1974]; Islam [1981] and Kabir

ock for Bangladesh are drawn from Kabir [1980]. As the
de assumptions, they need to be treated with caution. 
6



necessary price that a developing country must pay 
for rapid economic growth [Corbo 1974; Agenor and 
Montiel 2000; Montiel 2003]. To the policy-makers 
in Pakistan, inflation was essentially a monetary 
phenomenon with some fiscal roots [Hossain and 
Rashid 1996]. This explains the moderate growth rate 
of the (estimated) narrow money supply in 
Bangladesh during 1951-1970, precisely about 8 
percent per annum. The associated economic growth 
rates during the 1950s and 1960s were 2.5 and 4.3 
percent per annum. Thus it appears that there was 
some balance between money growth, output growth 
and inflation in Bangladesh during the period 1951-
1970. 
 
Bangladesh gained independence from Pakistan on 
December 16, 1971. This was achieved after a 
prolonged autonomy movement and an independence 
war. The country went through a turbulent period of 
economic-political crisis during 1974-1975. This was 
in the midst of a historically high inflation rate of 
about 40 percent per annum during 1972-1975. 
Available studies suggest that the main source of this 
inflation was excessive money supply growth in a 
war-ravaged economy [Ahsan 1974; Alamgir 1980; 
Bose 1973; Rahim 1973; Siddique 1975; Hossain 
1995;1996;2000]. The inflation rate fell sharply after 
the political change in August 15, 1975 and remained 
at an average level of about 10 percent per annum 
throughout the late 1970s and the 1980s. The 
inflation rate fell further in the 1990s and stabilized at 
a level of about 5 percent per annum since FY1999. 
The monetary data in Table 1 show that the money 
supply growth rate (narrow or broad) during 1972-
2003 exhibited a pattern that was broadly similar to 
that of inflation. The associated economic growth 
rate since the early 1980s was about 5 percent per 
annum. Again, it appears that there was some balance 
between money growth, output growth and inflation 
in Bangladesh during the period 1972-2003. 
 On the basis of this brief review, it is possible 
to draw a testable hypothesis that a monetary model of 
inflation is appropriate for explaining the inflationary 
process in Bangladesh, especially since its 
Independence. Section III outlines such a model for 
investigation of the relationship among money, output 
and prices in Bangladesh.  
 

Money Growth, Output Growth and Inflation 
 

Consider the money market equilibrium condition:  
 

ms = md       (1) 
 

where ms = M/P (real money stock, M is the nominal 
money stock and P is the price level) and md(yp,i) is 

real money demand, which is an increasing function of 
real permanent income yp and a decreasing function of 
the nominal interest rate i.10 From this money market 
equilibrium condition, the following relationship can be 
derived in proportional growth form:  
 

π = λ - (ηy gy-ηi gi )  (2) 
 

where π is the inflation rate, λ is the money supply 
growth rate, gy is the permanent income/output 
growth rate, gi is the percentage change in the 
nominal interest rate, and ηy (ηi) is the income 
(interest) elasticity of demand for money.  
 
Equation (2) shows that the inflation rate equals the 
growth rate of the money supply less the growth rate 
of money demand, which measures the excess growth 
rate of the money supply. In general, an excess 
growth of the money supply can originate from both 
the demand and supply sides of the money market 
and should be considered the proximate cause of 
long-term inflation. This is the basis of the monetarist 
dictum that ‘inflation is always and everywhere a 
monetary phenomenon’ (Friedman 1963:17).11 

 
Relationships Among Money, Output 

and Prices in Bangladesh 
 

Underneath any causal relationship between money 
supply growth and inflation as specified in Section III, 
there are two basic conditions that need to be fulfilled: 
first, there exists a stable money demand function 
[Friedman 1956; Judd and Scadding 1982]; and, 
second, the monetary authorities have control over the 
money supply (that is, the money stock is an exogenous 
policy variable). In the literature, the question of 
stability of the money demand function is considered 
an empirical issue, while the monetary authorities can 
maintain an effective control over the monetary base 
under a floating exchange rate system. 
 
Recent studies, such as Hossain [2003;2004], suggest 
that the money demand function in Bangladesh has 
remained broadly stable since the early 1980s. This 
satisfies the first condition for a causal relationship 
between money supply growth and inflation in 
Bangladesh. However the second condition for the 
causal relationship between money and inflation is not 
apparently satisfied for this country because it operated 
under a fixed or pegged exchange rate system 
throughout the sample period that made the money 
stock an endogenous variable. Nevertheless, the 
monetary authorities maintained short-to-medium term 
control over the money supply through policy 
measures, such as credit and capital controls and trade 
restrictions. Therefore the question whether there 
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existed a relationship among money, output and prices 
in Bangladesh can be considered an empirical issue. A 
relationship may indeed exist among these variables in 
Bangladesh that has a large non-tradable goods sector 
where the prices of non-tradable goods change in 
response to monetary conditions.  
 

Cointegral Relationships Among  
Money, Output and Prices 

 
Given that there exists a stable money demand function 
in Bangladesh and the monetary authorities maintained 
some control over the money stock through policy 
measures, it is hypothesized that the stock of the 
nominal money (M1 or M2), the consumer price index 
(CPI) and real permanent income/output (yp) formed a 
long-term cointegral relationship during the period 
1973-2003. The Appendix reports the time series 
properties of these variables, which suggest that they 
have a unit root and are eligible to form a cointegral 
relationship.12

 
The presence of a cointegral relationship can be 
examined within the cointegration-error correction 
modeling framework by estimating a regression 
equation of CPI as a dependent variable on real 
permanent income/output and the nominal money 
stock, and any misspecification bias that emerges in the 
cointegration regression as a result of omitted dynamics 
being forced into the error term can be removed by 
adding the first-difference terms of the explanatory 

variables, with or without lags. For the present 
purposes, the Engle-Granger two-step test is 
conducted.13 The establishment of a cointegral 
relationship among money, output and prices is the first 
step that allows testing for a Granger-causality between 
money supply growth and inflation within the error-
correction modeling framework. The test for 
cointegration among variables in the cointegrating set 
(ln CPI, ln M1 or ln M2, ln yp) is essentially a test for a 
unit root in the residuals of the cointegrating regression. 
When the non-stationary variables form a cointegral 
relationship, the residuals should be stationary. This is 
commonly tested by the Dickey-Fuller (DF) and 
Augmented Dickey-Fuller (ADF) tests. One additional 
test for cointegration is the Cointegrating Regression 
Durbin-Watson (CRDW) statistic, proposed by Sargan 
and Bhargava [1983]. To complement these tests, the 
Phillips-Perron and the KPSS tests are conducted.  
 
Table 2 reports the cointegration tests results, where 
adj-R2 is the adjusted coefficient of determination and 
the sample period is adjusted for lagged terms. The unit 
root tests results for the residuals of the cointegration 
regression suggest that there exists a cointegral 
relationship among money, output and prices. Note that 
in the Engle-Granger cointegration regression, even 
though the OLS parameter estimates are super-
consistent, the same is not true for the estimated 
standard errors of the regression. Thus it is not possible 
to test for significance of individual coefficients in the 
cointegrating equation. The variables that entered in the 

Ta
Cointegral Relationships Am

Sample: 1973-2003 
 
ln CPIt = 3.19 + 0.80 ln M1t - 0.55 ln yp

t – 0.75 ∆ln M1t 
Estimator: OLS Adj-R2 =0.99 CRDW=1.13 ADF(2) =-3
(Bandwith:2): 0.10 
 
ln CPIt = 4.30 + 0.62 ln M2t - 0.53 ln yp

t – 0.73 ∆ln M2t 
Estimator: OLS Adj-R2 =0.99 CRDW=1.88 ADF(1)=-4.
KPSS(Bandwith:11):0.16 
 
Sample: 1983-2003 
 
ln CPIt = -5.26 + 0.38 ln M1t + 0.47 ln yp

t – 0.67 ∆ln M1
Estimator: OLS Adj-R2=0.96 CRDW = 0.38 DF = -1.61 
0.15 
 
ln CPIt = 3.95 + 0.63 ln M2t - 0.53 ln yp

t – 0.20 ∆ln M2t 
Estimator: OLS Adj-R2 = 0.99 CRDW=1.22 DF=-3.22 P
0.06 
 

 

 
ble 2 
ong Money, Prices and Output 
 

+ 1.13 ∆ln yp
t

.37 Phillips-Perron (Bandwith:3) =-3.12 KPSS 

+ 0.88 ∆ln yp
t

44 Phillips-Perron (Bandwith:12)=-5.24 

t – 3.89 ∆ln yp
t 

Phillips-Perron (Bandwith:1) =-1.38 KPSS (Bandwith:3): 

+ 1.67 ∆ln yp
t 

hillips-Perron (Bandwith:1)=-3.31 KPSS (Bandwith:1): 
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above defined cointegral relationship have been made 
on both theoretical and statistical grounds. In the 
estimated equations, the first-difference terms are 
unimportant and are included only to lower the finite 
sample bias in estimates of coefficients of variables in 
the level form.  
 

An Error-Correction Model of Inflation 
 

Having established the cointegral relationship, it is 
possible to specify and estimate an error-correction 
model for inflation. For the present purposes, an error-
correction model for inflation of the following general 
form is specified and used for estimation: 
 
∆ln CPIt   =  α0 + α1 ECt-1 +  ∑αi  Zt-j (i = 2,3,…;j = 

0,1,2…) + εt 

 
where ECt-1 is the one-period lagged residual of the 
cointegrating regression of ln CPI on ln yp, ln M1 or 
ln M2 and the difference terms of these variables, Z 
is a vector of stationary variables that are thought to 
explain the behavior of inflation, such as ∑∆lnCPIt-j-1, 
∑∆lnM1t-j or ∑∆ln M2t-j and ∑∆ln yp

t-j and εt is a 
randomly distributed error term. 
 
Given that the error-correction model contains only 
stationary variables, the usual stationary regression 
theory applies. In this specification, the error 
correction term plays the crucial role. The coefficient 
of one period lagged error-correction term measures 
the speed of adjustment to the cointegration 
relationship if the actual relationship deviates from 
the long-term relationship due to disturbances or 
shocks [Engle and Granger 1987]. Unlike the 
estimation of a cointegral regression, the estimation 
of an error-correction model is, however, untidy. 
Beginning with a generalized form, a preferred 
equation is usually chosen through experimentation 
following, say, a general-to-specific modeling 
strategy that uses a range of diagnostic tests for 
model selection. The diagnostic tests normally 
include the Lagrange multiplier test for the ith order 
autocorrelation in the residuals and the Ramsey 
RESET Lagrange multiplier test for incorrect 
functional form. When the error correction model 
fails the diagnostic tests, it may indicate problems 
with specification of the model. The error-correction 
model may then be respecified until the diagnostic 
tests indicate that the model is theoretically consistent 
and statistically adequate. Sometimes theoretical 
considerations are given precedence over minor 
statistical inadequacies. 
   
Table 3 reports the preferred error-correction models of 

inflation for Bangladesh for two sample periods that 
fitted the data best. These models are selected after 
experimentation with the general form of the 
specification. As expected, the coefficient of the error-
correction term with one period lag bears a negative 
sign. This coefficient remained statistically significant 
irrespective of whichever combinations of other 
variables were used in the regression model. The 
explanatory power of the model is high for the sample 
period 1974-2003. However the model suffers from 
some statistical problems perhaps because it is 
estimated with data for the 1970s that were the period 
of economic shocks and uncertainties. The model 
estimated for the shorter sample period 1984-2003 that 
covers the period of financial reforms is superior 
statistically, although the explanatory power of the 
model is somewhat lower. The diagnostic tests statistics 
show that this model does not suffer from any 
functional form misspecification, serial correlation and 
heteroskedasticity. 
 

The Granger-Causality Between  
Money Growth and Inflation 

 
One theoretical implication of cointegration is that if 
two variables, say, consumer price index and the 
nominal money stock, are integrated of order one and 
cointegrated, there must be a Granger-causality 
between inflation and money supply growth in at 
least one direction as one variable can help determine 
the other. The cointegration test results [Table 2] 
suggest that the consumer price index, the stock of 
nominal money, and real permanent output/income 
form a long-run relationship in Bangladesh. In the 
error-correction model, the coefficient of one-period 
lagged error-correction term suggests that there are 
forces within the economic system that bring money, 
output and prices together if they drift apart 
temporarily. Given these findings, a Granger-
causality model of the following form14 can be 
specified for testing causality between money supply 
growth and inflation: 
 
∆ln CPIt  =  constant + ρ1 ECt-1 + Σαi ∆ln Mjt-i + Σδi 

∆ln CPIt-i + error term 
∆ln Mjt   =  constant + ρ2 ECt-1 + Σβi ∆ln CPIt-i + Σγi 

∆ln Mjt-i + error term 
 
where ECt-1 is one period lagged error-correction 
term in the cointegral relationship  among money, 
output and prices, Mj(j = 1,2) is the narrow or broad 
money stock, and as per the Granger representation 
theorem at least one of ρ1 and ρ2 is nonzero. In the 
specification, i can take an infinite value, but in 
practice, it takes a finite value. The definition of 
Granger-causality in the limited sense (or 
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‘precedence” à la  Leamer 1985) money supply
growth is causing inflation provided that in the
regression of inflation on lagged inflation and lagged
money growth rates, the sum of the coefficients of
money growth rates (that is, Σαi) is not statistically
zero. Similarly, inflation is causing money supply
growth provided that in the regression of money
supply growth on lagged money growth and inflation
rates, the sum of the coefficients of inflation (that is
Σβi) is not statistically zero. If both of these events
occur, there is said to be a feedback relationship
between inflation and money supply growth.  
 
In applying the test for Bangladesh, the lag length is
sequentially set at 1, 2 and 3 years because causa
inference is usually found sensitive to the choice of
lag length. The maximum lag length of 3 years is
considered long enough for the explanatory variables
to have their impact realized on the dependen
variable. In general, a premature truncation of the lag
length may ignore the significant connection tha
exists in the relationship.15 

 

The Error-Cor
 
Sample: 1974-2003 
 
∆ln CPIt = 0.19 + 0.22 ∆ln CPIt-1 – 2.90 ∆ ln yp

t  -  
(t-ratio)   (9.81) (2.99)                   (8.92)  
 
Estimator: OLS Sample: 1974-2003 Adj-R2 = 0.83 A
F(1,25) = 0.23; C: Normality: χ2

(2) = 20.94; D: Hete
 
∆ln CPIt = -0.06 + 0.27 ∆ln CPIt-1 + 0.75 ∆ln M2t-1 –
(t-ratio)     (3.71)  (3.53)                  (8.32)            
 
Estimator: OLS Sample: 1974-2003 Adj-R2 = 0.84 A
= 20.67; C: Normality: χ2

(2) = 0.17; D: Heteroskedasti
 
Sample 1984-2003 
 
∆ln CPIt = 0.14  – 1.77 ∆ ln yp

t  -  0.27 ECt-1 
(t-ratio)   (4.24)  (2.37)               (3.06)  
 
Estimator: OLS Sample: 1984-2003 Adj-R2 = 0.41 A
F(1,16) = 0.26; C: Normality: χ2

(2) = 1.03; D: Hetero
 
∆ln CPIt = 0.02 +  0.38 ∆ln CPIt-1 + 0.10 ∆ln M2t-1 –
(t-ratio)   (1.80)  (2.28)                  (1.20)            
 
Estimator: OLS Sample: 1984-2003 Adj-R2 = 0.53 A
= 0.56; C: Normality: χ2

(2) = 1.14; D: Heteroskedastici

 

Table 3 
rection Model of ∆ln CPI 
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t 
 

t 

Table 4 reports the causality test results in a summary 
form. They show that there is a strong causality 
running from money supply growth to inflation. This 
result remains robust irrespective of whether a 
narrow or a broad definition of money is used in the 
regression model. Any causality running from 
inflation to money supply growth is not significant. 
This later finding is consistent with the idea that only 
high inflation has a pronounced impact on money 
supply growth. This impact is usually mild when 
inflation rate is low because the government attempts 
to extract resources from the private sector by 
printing money (and spending it) at a faster rate than 
the rate of inflation to cover rapid loss of real 
revenue. When the inflation rate is low, the impact of 
inflation on fiscal deficit is not so pronounced; hence, 
any causality running from inflation to money supply 
growth may not be strong enough to be detected by 
statistical tests. As the rate of inflation in Bangladesh 
has not been very high since the late-1970s, the 
impact of inflation on money supply growth was not 
statistically significant. 

 0.44 ECt-1 
(4.23) 

: Serial Correlation: F(1,25) = 4.97; B: Functional Form: 
roskedasticity: F(1,28) = 10.12 

 1.12 ECt-1 
 (5.74) 

: Serial Correlation: F(1,25) = 4.23; B: Functional form: F(1,25) 
city: F(1,28) = 1.46 

 

: Serial Correlation: F(1,16) = 0.02; B: Functional form: 
skedasticity: F(1,18) = 0.55 

 0.64 ECt-1 
(3.87) 

: Serial Correlation: F(1,16)= 2.25; B: Functional form: F(1,16) 
ty: F(1,19) = 0.04 
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Validation of the Monetary Model  
of Inflation for Bangladesh 

 
As indicated earlier, the classical monetary theor
suggests that inflation occurs in response to an exces
money supply, which, for a country like Bangladesh
may originate from both the demand and supply side
of the money market.16 This viewpoint of inflatio
can be examined empirically using the mode
specified in Section II: Inflation rate (π) = mone
supply growth rate (λ) – income elasticity of deman
for real balances (ηy) times the permanen
output/income growth rate (gy). This specification
can be used to define an optimum growth rate o
money17 as the growth rate of money that woul
result approximately a zero rate of inflation (π≈0): λ
= ηy•gy. This condition shows that if λ>λ0, inflation
would be positive (π>0) and if λ<λ0, inflation woul
be negative (π<0).18  

 
Table 5 reports the estimated values for exces
money supply in Bangladesh over the period 1951
2003. It also reports the summary data used fo
computational purposes. A visual inspection of th
data [Table 5] shows that there is a linkage betwee

The Granger-Causality Betwe
Reg

∆ln CPIt = constant + ρ1 ECt-1 + Σαi ∆ln Mjt-i + Σδi 

With Broad Mone
Lag-Adjusted Sample Period Lag Lengt
1974-2003 
1975-2003 
1976-2003 

1 
2 
3 

With Narrow Mon
1974-2003 
1975-2003 
1976-2003 

1 
2 
3 
Reg

∆ln Mjt = constant + ρ2 ECt-1 +
With Broad Mone

1974-2003 
1975-2003 
1976-2003 

1 
2 
3 

With Narrow Mon
1974-2003 
1975-2003 
1996-2003 

1 
2 
3 

Notes:  
a.  F-statistic value is obtained by the variable deletio
b.  significant at the 5 percent level, implying a causa

 

Table 4 
en Money Supply Growth and Inflation 

ression Model
∆ln CPIt-i + error term (i = 1,2,3) 

y Supply Growth (∆ln M2) 
h F(degrees of freedom)a

F(1,26) = 69.2b 

F(2,23) = 20.69b 

F(3,20) = 4.21b

ey Supply Growth (∆ln M1) 
F(1,26) = 22.6b 

F(2,24) = 10.50b 

F(3,22) = 18.93b

ression Model
 Σβi ∆ln CPIt-i + Σγi ∆ln Mjt-i + error term 
y Supply Growth (∆ln M2) 

F(1,26) = 0.2 
F(2,23) = 0.37 
F(3,20) = 1.15 

ey Supply Growth (∆ln M1) 
F(1,26) = 1.08 
F(2,24) = 0.37 
F(3,22) = 0.99 

n test. The figures in parentheses are the degrees of freedom 
lity running from money supply growth to inflation. 
y 
s 
, 
s 
n 
l 
y 
d 
t 
 

f 
d 
0 
 

d 

s 
-
r 
e 
n 

excess money supply and inflation. This is confirmed 
in plotted charts, not reported here. Further, to 
establish statistically the linkage between inflation 
and excess broad money supply, a Granger causality-
type lag distributed model has been estimated for 
1975-2003. The model with 2 lagged terms for excess 
money supply has been found to fit the data best.  
 
Table 6 reports the results in a summary form. They 
show that there existed a Granger-causal linkage 
between the excess broad money supply and inflation 
in Bangladesh for the sample period 1975-2003. The 
model explains about 76 percent of inflation over this 
sample period. However these results are only an 
indication of the implied relationship and can be 
improved with a respecified model and for a longer 
sample period. 
 

Summary and Conclusion  
 

This paper has examined the Granger-causal 
relationship between money supply growth and 
inflation in Bangladesh for the period 1974-2003 within 
the cointegral-error correction-modeling framework. 
Empirical results suggest that the consumer price index, 
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the stock of narrow or broad money and real permanent 
output/income have a cointegral relationship and that 
there exists a strong causal relationship running from 
money supply growth to inflation. These findings have 
important policy implications. For example, under a 
floating exchange rate system, monetary policy can be 
conducted to achieve price stability through monetary 
targeting, which is equivalent to inflation targeting if 
money growth is considered the primary, if not the sole 
determinant, of long-term inflation. Inflation targeting 
as a strategy of monetary policy, however, remains 
conditional on a set of stringent conditions19 and is not 
considered appropriate for Bangladesh at this juncture. 
Monetary targeting may therefore be considered an 
option at least for a transitional period, given that under 
the present market-based exchange rate system, the 
Bangladesh Bank has gained an effective control over 
the monetary base and that there exists both a stable 

money demand function [Hossain 2003,2004] and a 
situation of monetary stability as envisaged by 
monetary economists for a monetary rule [Friedman 
1960; Laidler 1986].  

Excess Mone
Money 
Supply 

Growth (%) 

Estimated Permanent Inco
Elasticity of Demand for R

Money Balances 

Period 

M1 M2 (M1/GDPD) (M2/GDP

1951-1955 7.8 n.a. 1.2000 n.a. 
1956-1960 8.6 n.a 1.2000 n.a. 
1961-1965 8.6 n.a 1.2000 n.a. 
1966-1970 7.8 n.a 1.2000 n.a. 
1971-1975 23.1 42.1 1.0161 2.400
1976-1980 19.7 22.4 0.9701 2.380
1981-1985 18.6 23.7 0.9701 2.287
1986-1990 7.5 15.5 0.9734 2.282
1991-1995 15.7 13.5 0.9145 2.155
1996-2000 8.0 11.1 1.1571 2.010
2001-2003 10.4 15.1 1.1513 1.890
Source: Author’s compilation/computation based on dat

 
Appendix  

 
Sources of the Data and their Time Series 

Properties 
 
The data for this study have been compiled/computed 
from a number of sources, such as the International 
Financial Statistics of the IMF and the Economic 
Trends of the Bangladesh Bank. The data for the 
period 1950-1971 have been drawn from various 
published and unpublished sources and are not 
strictly comparable to those for the period 1972-
2003. 

Table 6 
Excess Broad Mone

(Dependent variable: P
Regressor 
Intercept 
Excess Broad Money Supply Growth Rate(-1) 
Excess Broad Money Supply Growth Rate(-2) 
Percentage Change in CPI (-1) 
Percentage Change in CPI (-2) 
Percentage Change in CPI (-3) 

Estimator: OLS Lag-Adjusted Sample: 1
A: Serial Correlation: F(1,22)= 1.52; B: Functional Form: F

Heteroskedasticity: F(1,2
Comment: The null hypothesis that the sum of the coefficien

terms is zero is rejected at the one percen
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y Supply and Inflation 
ercentage Change in CPI)

Coefficient Absolute t-ratio 
5.55 
0.41 
0.46 
-0.49 
0.13 
0.07 

3.00 
2.91 
3.44 
3.17 
1.21 
0.81 

975-2003 Adj-R2 = 0.76 
Table 5 
y Supply and Inflation 
me 
eal 

Optimum 
Growth Rate of 

Money (%) 

Excess Money 
Supply Growth 

(%) 
D) 

Permane
nt Real 
GDP 

Growth 
Rate (%) 

M1 M2 M1 M2 

Inflation 
Rate 
(%) 

2.73 3.28 n.a. 5.05 n.a -1.25 
0.93 1.11 n.a. 7.52 n.a 7.26 
5.35 6.42 n.a. 2.21 n.a 2.95 
3.76 4.51 n.a. 3.33 n.a 6.44 

0 -9.81 -9.79 -25.78 32.86 61.97 42.82 
0 5.62 5.45 13.42 14.27 8.59 7.26 
9 3.59 3.48 8.21 15.17 19.34 10.80 
6 3.97 3.87 9.06 3.63 6.46 8.73 
3 4.30 3.93 9.26 11.73 4.25 5.55 
8 5.43 6.29 10.91 1.74 0.23 5.70 
5 5.30 6.10 10.02 4.30 5.08 3.65 
a in Table 1 and Hossain [2004]. 
(1,22) = 16.1; C: Normality χ2(2) = 3.13 C: 
7) = 3.46 
ts of two excess broad money supply growth 
t level [F(2,23) = 35.57] 



 
As part of the regression analysis, the following 
variables have been tested for unit roots: 

 
ln M1 = natural log of the narrow money stock, 

Millions of Taka.  
ln M2 = natural log of the broad money stock, 

Millions of Taka. 
ln RGDPp

  = natural log of real permanent 
output/income, Millions of Taka at 
1995 prices, estimated as RGDPp = 
0.5•RGDP + 0.3•RGDP(-1) + 0.2 
•RGDP(-2) where RGDP is real GDP at 
constant prices. The weights used have 
been found to generate an income series 
that performs better than other sets of 
weights. (In the text this variable is 
denoted by yp.) 

ln CPI   = natural log of the consumer price 
index (CPI) (1995=100).  

π   =  [ln CPI - ln CPI (-1)] multiplied by 100. 
 

The Unit Root Tests Results 
 
Table A1 reports the unit root tests results for the above 
defined time series. Four tests for the unit roots ⎯ the 
Augmented Dickey-Fuller (ADF), the GLS-detrended 
Dickey-Fuller (DF-GLS), the Phillips-Perron (PP), and 
the Kwiatkowski, Phillips, Schmidt and Shin (KPSS) 
⎯ have been conducted for two sample periods: 1951-
2003 and 1972-2003 (adjusted for lagged terms). Note 
that the first three tests treat the series under 
consideration non-stationary as a null-hypothesis, while 
the last test treats the series stationary as a null 
hypothesis. 
 
The ADF and PP test results for ln M1 and ln M2 are in 
conflict with those obtained by the DF-GLS and KPSS 
tests. The latter tests suggest that the log series of M1, 
M2, RGDPp and CPI have a unit root. As the unit root 
tests are generally known to have low power when the 
sample size is small, some subjective judgement can be 
made to interpret the results. This requires a visual 
inspection of the data set and the autocorrelation 
function for each of the series. The plotted series in 
their log-level and first-order logarithmic difference 
forms [not reported here] show that all the series have a 
trend. The autocorrelation function of each of these 
variables [not reported here] also dies out slowly, 
implying that they are non-stationary. However the 
first-order logarithmic difference of each of these series 
does not have a trend and appear stationary. Without 
further tests, the variables under consideration are 
assumed to be difference-stationary. This implies that 
these variables are eligible to form a cointegral relation, 

which can be estimated within the cointegral-error 
correction-modeling framework. 
 

Notes 
 
*The author is grateful to two anonymous referees 
for their comments and constructive suggestions on 
earlier drafts. He, however, remains responsible for 
any shortcomings of the paper. 
 
1. Price stability as the sole or overriding objective 

of monetary policy reflects the emerging 
consensus on four basic propositions: (a) 
monetary expansion has a lasting effect only on 
the price level, not on real output or 
employment; (b) inflation is costly in terms of 
resource allocation (efficiency costs) or in terms 
of long-term output growth (breakdown of super-
neutrality of money) or both; (c) monetary policy 
has transitory effects on a number of real 
variables, but there is imperfect understanding of 
the nature and the size of these effects, and (d) 
monetary policy affects the inflation rate with 
lags of uncertain duration and with variable 
strength, which undermines the central bank’s 
ability to control inflation on a period-by-period 
basis. For a discussion on these and related 
propositions, see Friedman 
[1960;1963;1968;1969] and Masson, Savastano 
and Sharma [1997]. For a critique of the above 
propositions from a neo-Keynesian perspective, 
see Akerlof and Yellin [1985] and Akerlof, 
Dickens and Perry [1996]. 

 
2. The BANGLADESH BANK ORDER 1972 

provides the following rationale for the 
establishment of a central bank in Bangladesh: 

 
[Original 1972] Whereas, it is necessary to 
establish a central bank in Bangladesh to 
regulate the issue of currency and the keeping of 
reserves and manage the monetary and credit 
system of Bangladesh with a view to establishing 
domestic monetary value; preserving the par 
value of Bangladesh Taka; promoting and 
maintaining a high level of production, 
employment and real income in Bangladesh; and 
fostering growth and development of country’s 
resources in the best national interest. [p.1] 

 
[Amended in 2003] Whereas, it is necessary to 
establish a central bank in Bangladesh to 
manage the monetary and credit system of 
Bangladesh with a view to stabilising domestic
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monetary value and maintaining a competitive 
external par value of the Bangladesh Taka 
towards fostering growth and development of 
country’s productive resources in the best 
national interest. [p.1] 

 
As an addition, the Bangladesh Bank 
(amendment) Act 2003 (Chapter II, 7A:p.4] has 
also codified the main functions of the Bank, 
such that its main functions shall be: ‘(a) to 
formulate and implement monetary policy; (b) to 
formulate and implement intervention in the 
foreign exchange market; …’.  

 
3. Although such amendments have provided the 

Bank some autonomy to conduct an independent 
monetary policy, the monetary policy goal of 
‘price and exchange rate stability’ is somewhat 
vague. This is because the achievement and 
maintenance of price stability, meaning zero or 
at most a low inflation rate of, say, 2-3 percent 
per annum, would be consistent with exchange 
rate volatility under a market-based exchange 
rate system that makes the money stock an 
exogenous policy variable. To the extent that the 
rate of depreciation of the exchange rate reflects 
inflation differential between domestic and 
foreign countries as per the Purchasing Power 
Parity proposition, the goal of price stability 
would be synonymous with stability of the 
exchange rate provided that the foreign inflation 
rate remains stable. If the exchange rate stability 
is considered an independent objective of 
monetary policy, it may conflict with the goal of 
price stability, as exchange rate stability may 
require central bank’s frequent intervention in 
the foreign exchange market. This would be 
somewhat odd with the idea of a floating 
exchange rate system that makes the money 
stock an exogenous policy variable. In fact, 
Friedman [1992:262] emphasizes this point by 
quoting Keynes [1923:126]: ‘monetary 
authorities cannot serve two masters: as he 
[Keynes] put it, ‘we cannot keep both our own 
price level and our exchange rate stable. And we 
are compelled to choose.’ 

 
4. Until May 31, 2003 Bangladesh maintained a 

pegged exchange rate system and occasionally 
adjusted the exchange rate of the Taka in order to 
maintain export competitiveness, with reference 
to the trend of the Real Effective Exchange Rate 
Index, computed on the basis of a trade-weighted 
basket of currencies of major trading partners. 
The Bangladesh Bank, in its US$ purchase-and 
sale transactions with the commercial banks, 

maintained a pre-announced one Taka wide 
band, while the banks were free to set their own 
rates for interbank and customer transactions. 
Since May 31, 2003, the market forces of 
demand and supply in the foreign exchange 
market have determined the exchange rate of the 
Taka. Although the Bangladesh Bank no longer 
has a pre-announced rate band for transactions 
with commercial banks, it remains ready to 
intervene in the foreign exchange market if and 
when it is needed to maintain orderly market 
conditions. Also, the Bank uses its indirect 
monetary policy instruments, such as repo and 
reverse repo auctions on a regular basis to bring 
required changes in the money market liquidity 
to maintain exchange rate stability [Bangladesh 
Bank: Annual Report 2002-2003, Ch.9]. 

 
5. Note that the exchange rate pegging may help a 

high inflationary country to bring its inflation 
rate closer to the inflation rate in the anchor 
country by linking the prices of domestic goods 
to those of internationally traded goods. The 
more open the economy the greater is the 
convergence of domestic inflation to inflation in 
the anchor country. However the inflation rate in 
a large economy with a dominant non-tradable 
goods sector can deviate significantly from 
inflation in the anchor country. This was the case 
for Bangladesh, which has a large non-tradable 
goods sector that contributes about 50 percent of 
GDP. Under a pegged exchange rate system, the 
real exchange rate in Bangladesh showed a 
tendency to appreciate since the late 1980s due 
to foreign capital inflows of about 10 percent of 
GDP. This put the tradable goods sector in a 
disadvantageous position. The result was low 
production efficiency and slow technological 
progress [Hossain 2000].  

 
6. Monetary policy independence should be seen in 

a broad context and in the sense that it has 
gained its ability to maintain price stability 
provided that it is designed and implemented to 
achieve this objective. As pointed out above, 
price stability is yet to be stated as the main 
objective of monetary policy. Under the 
amended Order, the Bank’s monetary and 
financial policies must remain consistent with 
the macroeconomic framework that includes 
fiscal, monetary and exchange rate strategies and 
policies as defined by a co-ordination council, 
consisting of Minister for Finance, Minister for 
Commerce, Governor, Bangladesh Bank, 
Secretary, Finance Division, Secretary, Internal 
Resources Division and Member (programming), 
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Planning Commission.  
 
7. In general, a nominal anchor is defined as a policy 

rule that sets a limit on the growth rate of a 
nominal variable, such as the nominal money stock 
(the monetary base or a broader monetary 
aggregate), the price level, the nominal GDP and 
the nominal exchange rate. A market-based 
exchange rate system remains compatible with 
both price stability (zero inflation) and 
hyperinflation and therefore a nominal anchor is 
needed to keep inflation under control. Under 
monetary (or more precisely, monetary base 
growth) targeting, the monetary base growth rate 
can act as a nominal anchor to inflation.  

 
8. Following the convention in the literature 

[Cobham 1992], monetary targeting refers to the 
strategy of monetary policy that uses the growth 
rate of a monetary aggregate as an intermediate 
target to achieve a pre-announced rate of 
inflation. Inflation targeting is formally defined 
as the public declaration by the government or an 
independent central bank or both of a 
quantitative inflation target for the medium term, 
as well as the implementation of a procedure for 
monitoring how well the monetary authorities 
achieve the target path [Mishkin 2001]. Although 
a stable money demand function is crucial for 
monetary targeting, inflation targeting does not 
require such stability because a short-term 
interest rate, rather than a monetary aggregate, is 
used as a policy instrument to bring changes in 
aggregate demand and aggregate supply to 
maintain a pre-announced target rate of inflation. 

 
9. Hereafter the name Bangladesh is used to represent 

East Pakistan for the period 1947-1971. 
 
10.  This specification is based on the simplified 

version of Milton Friedman’s money demand 
function that includes permanent income, 
differential between the return on bond and money 
(ib-im) and so on [Mishkin 2003]. Assuming that 
capital gain/loss in holding a bond is zero, the 
return on bond is synonymous with the interest rate 
on bond ib. Assuming that the return on money (im) 
is zero, this gives the simplified money demand 
function as specified.  

 
11. This is a long-term proposition, based on a number 

of assumptions. First, under a floating exchange 
rate system, the monetary authorities can control 
the growth rate of a monetary aggregate (say, 
monetary base). Secondly, the super-neutrality of 
money proposition suggests that the money supply 

growth rate does not affect the long-term economic 
growth rate and thus the money demand growth 
rate. This makes inflation a policy variable, which 
equals the money supply growth rate less the 
growth rate of the economy times the income 
elasticity of demand for money. The effect of the 
nominal interest rate on money demand is zero in 
the steady state, given that ib-im ≈ constant under a 
competitive banking system.  

 
12. Such a regression has often been pejoratively 

called a spurious regression but has now 
regained its status as the first step regression of a 
two-step technique for estimating of 
cointegration-and error correction models. The 
correspondence between cointegration and error-
correction models is formalized in the Granger 
Representation Theorem, which states that if two 
or more variables form a cointegral relationship, 
they can be represented by a dynamic model as 
an error correction specification [Granger and 
Newbold 1974; Engle and Granger 1987].   

 
13. In Hossain [2004], the cointegral relationship 

among money, output and prices has been 
established by the Johansen method [Johansen 
1998; Johansen and Juselius 1990]. 

 
14. This specification is different from the 

conventional Granger-causality specification 
[Granger 1969]. In this specification, at least one 
parameter of the error-correction term is not 
zero. Given that there is a cointegral relationship 
among money, output and prices, the inclusion of 
an error-correction term would avoid the loss of 
power in the Granger-causality test [Roca 2000]. 

 
15. It is possible to determine the optimal lag length 

by using a statistical criterion, such as the Akaike 
Information Criterion. This strategy is not 
adopted here to determine the lag length because 
the main objective of the causality test has been 
to examine whether the model’s explanatory 
power increases in a general sense with the 
addition of any lagged terms of the variable in 
interest. Anyway, the lag length is not crucial in 
the present case because, given the small sample 
size, the results remain robust irrespective of the 
number of lag terms used in the specification.  

 
16. See Hossain [2000] for an illustration of this 

view in the context of high-inflationary episode 
in Bangladesh during the early 1970s.  

 
17. The optimum money growth rate is defined so 

for only illustrative purposes. Note that the 
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optimum growth rate of the money supply 
depends on the optimal rate of inflation. 
However, there is no unanimous view on what 
should be considered the optimal rate of 
inflation. Feldstein [1976] argues for a long-run 
rate of inflation equal zero that is optimal from 
the viewpoint of taxation. However, in 
Friedman’s [1960] view, the optimal rate of 
inflation is actually negative to the size of the 
real interest rate because only then the nominal 
interest rate becomes zero and at that rate of 
interest economic agents maximize their real 
money holdings up to the point of satiety. 
Assuming a zero economic growth rate, this 
would imply a negative growth rate of the money 
supply at a level that would generate a rate of 
deflation equal to the real interest rate. (See 
Marty [1961] for an elaboration of Friedman’s 
argument and Woodford [1990] for an updated 
review of the literature.)  

 
18. Given that there is no consensus on the optimal 

rate of inflation, it should be considered a policy 
variable, such that πT ≥ 0. From this viewpoint, 
the money growth target would mean the target 
of the money supply growth rate at a level that 
would yield π = πT. Symbolically, λT = ηy•gy + 
πT. For developing countries, if inflation is 
considered a contributing factor to economic 
growth, policymakers may choose the rate of 
inflation that is growth maximizing. Khan and 
Senhadji [2000] have shown that the output-
maximizing rate of inflation for industrial 
countries is in the range of 1 to 3 percent. The 
output-maximizing rate of inflation is higher for 
developing countries, in the range of 7 to 11 
percent per annum. 

 
19. The key requirements of inflation targeting 

include: a political mandate to achieve and 
maintain price stability, central bank 
independence (instrument independence), 
developed money and capital markets, flexibility 
in wages, interest and exchange rates, absence of 
fiscal dominance (that is, monetary policy is not 
dictated by fiscal needs of the government), 
central bank’s technical ability to forecast 
inflation, a well-defined and understood 
analytical framework of monetary policy that 
includes the transmission channels between 
policy instruments and inflation, macroeconomic 
stability, meaning low and stable inflation, and 
above all, policy credibility and accountability 
[Debelle 1997; Debelle, Masson, Savastano and 
Sharma 1997]. 
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Table A1 
The Unit Root Test Results 

Variable Lag-Adjusted 
Sample Period 
(Number of 

observations) 

The ADF  
Test 

Statistic 

Lag Length (automatic 
based on Schwarz 

Information Criterion) 

Null Hypothesis: The log (or 
first difference log) of the 
time series has a unit root 

ln M1 1954-2003 (N=50) 0.25 0, constant included Not rejected 
ln M1 1973-2003 (N=31) -4.94 4, constant included Rejected 
ln M2 1973-2003 (N=31) -4.16 0, constant included Rejected 
ln RGDPp 1957-2003 (N=47) -0.07 4, constant included Not rejected 
ln RGDPp 1973-2003 (N=31) 0.13 4, constant included Not rejected 
ln CPI  1952-2003 (N =52) -0.40 1, constant included Not rejected 
ln CPI  1973-2003 (N =31) -5.10 4, constant included Rejected 
∆ln CPI 1952-2003 (N=52) -4.09 0, constant included Rejected 
∆ln CPI 1973-2003 (N=31) -3.27 0, constant included Rejected 
     
∆ln M1 1955-2003 (N=49) -5.75 0, constant included Rejected 
∆ln M1 1973-2003 (N=31) -4.97 0, constant included Rejected 
∆ln M2 1974-2003 (N=30) -5.28 0, constant included Rejected 
∆ln RGDPp 1957-2003 (N=47) -2.50 3, constant included Rejected 
∆ln RGDPp 1973-2003 (N=31) -2.75 3, constant included Rejected 
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Variable Lag-Adjusted 

Sample Period 
(Number of 

observations) 

The DF-
GLS  
Test 

Statistic 

Lag Length (automatic 
based on Schwarz 

Information Criterion) 

Null Hypothesis: The log (or 
first difference log) of the 
time series has a unit root 

ln M1 1955-2003 (N=49) 1.14 1, constant included Not rejected 
ln M1 1973-2003 (N=31) -0.03 1, constant included Not rejected 
ln M2 1976-2003 (N=28) 0.33 3, constant included Not rejected 
ln RGDPp 1957-2003 (N=47) 0.26 4, constant included Not rejected 
ln RGDPp 1973-2003 (N=31) -0.79 4, constant included Not rejected 
ln CPI  1952-2003 (N =52) 0.44 1, constant included Not rejected 
ln CPI  1973-2003 (N =31) 0.01 1, constant included Not rejected 
∆ln CPI 1952-2003 (N=52) -3.84 0, constant included Rejected 
∆ln CPI 1973-2003 (N=31) -2.38 0, constant included Rejected 
     
∆ln M1 1955-2003 (N=49) -5.65 0, constant included Rejected 
∆ln M1 1973-2003 (N=31) -4.58 0, constant included Rejected 
∆ln M2 1983-2003 (N=21) 1.04 9, constant included Not Rejected 
∆ln RGDPp 1957-2003 (N=47) -2.55 3, constant included Rejected 
∆ln RGDPp 1973-2003 (N=31) -2.96 3, constant included Rejected 
     
Variable Lag-Adjusted 

Period 
(Number of 

observations) 

Phillips-
Perron 
Test 

Statistic 

Bandwidth: (Newey-
West using Bartlett 
kernel) 

Null Hypothesis: The log (or 
first difference log) of the 
time series has a unit root 

ln M1 1954-2003 (N=50) 0.23 3, constant included Not rejected 
ln M1 1973-2003 (N=31) -6.28 30, constant included Rejected 
ln M2 1973-2003 (N=31) -6.14 9, constant included  Rejected 
ln RGDPp 1953-2003 (N=51) 0.35 3, constant included Not rejected 
ln RGDPp 1973-2003 (N=31) 1.18 1, constant included Not rejected 
ln CPI 1951-2003 (N =53) -0.16 4, constant included Not rejected 
ln CPI  1973-2003 (N =31) -4.83 1, constant included Rejected 
∆ln CPI 1952-2003 (N=52) -4.10 2, constant included Rejected 
∆ln CPI 1973-2003 (N=31) -3.13 8, constant included Rejected 
     
∆ln M1 1955-2003 (N=49) -5.65 5, constant included Rejected 
∆ln M1 1973-2003 (N=31) -4.97 7, constant included  Rejected 
∆ln M2 1974-2003 (N=30) -5.47 0, constant included Rejected 
∆ln RGDPp 1954-2003 (N=50) -2.60 6, constant included Rejected 
∆ln RGDPp 1973-2003 (N=31) -6.12 24, constant included Rejected 
     
Variable Lag-Adjusted 

Sample Period 
(Number of 

observations) 

KPSS 
Test 

Statistic 

Bandwidth: (Newey-
West using Bartlett 
kernel) 

Null Hypothesis: The log (or 
first difference log) of the 
time series is stationary  

ln M1 1953-2003 (N=51) 0.95 5, constant included Rejected 
ln M1 1973-2003 (N=31) 0.73 4, constant included Rejected 
ln M2 1972-2003 (N=32) 0.75 4, constant included Rejected 
ln RGDPp 1952-2003 (N=52) 0.80 5, constant included Rejected 
ln RGDPp 1973-2003 (N=31) 0.73 4, constant included Rejected 
ln CPI 1950-2003 (N =53) 0.85 6, constant included Rejected 
ln CPI  1973-2003 (N =31) 0.73 4, constant included Rejected 
∆ln CPI 1951-2003 (N=53) 0.16 4, constant included Not Rejected 
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∆ln CPI 1973-2003 (N=52) 0.56 2, constant included Not Rejected 
     
∆ln M1 1954-2003 (N=50) 0.16 3, constant included Not rejected 
∆ln M1 1973-2003 (N=31) 0.50 5, constant included Not Rejected 
∆ln M2 1973-2003 (N=31) 0.70 2, constant included Rejected 
∆ln RGDPp 1953-2003 (N=51) 0.20 3, constant included Not Rejected 
∆ln RGDPp 1973-2003 (N=31) 0.46 1, constant included Not Rejected 
Note: The tests are conducted using Eviews-4, Quantitative Micro Software. Eviews displays critical values when 

a unit root test is conducted. 
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IMPACT OF RICE-PRAWN GHER FARMING ON AGRICULTURAL 
AND HOUSEHOLD INCOME IN BANGLADESH: 

A CASE STUDY OF KHULNA DISTRICT 
 

Basanta Kumar Barmon, Takumi Kondo, and Fumio Osanami 
 

ABSTRACT 
 
The present study evaluates the impact of rice prawn gher farming on agricultural income as well as household 
income in Bangladesh.  The research was conducted in Bilpabla village under Dumuria Thana in Khulna District 
using primary and secondary data.  The impact of gher farming on agricultural income was examined by the 
production cost and total revenue of prawn, fish, paddy and vegetables. The production cost and revenue of local 
aman were used as the benchmark for the changes in income of the farmers. Secondary sources of information were 
used for the benchmark data. The gher farming system has changed the cropping patterns dramatically with diverse 
products like prawn, carp fish, boro paddy, and vegetable in the field where only single crop of paddy was cultivated 
before the introduction of gher farming. Gher farming system is a profitable enterprise compared to paddy 
production. As a result, gher farming system has increased agricultural income for owning and renting farmers. The 
agricultural income of renting farmers from gher farming was about 23 times higher than sharecropper’s agricultural 
income from local aman, whereas, the agricultural income for owning gher farmers was about nine times higher than 
owning paddy farmer. Therefore, change in agricultural income from gher farming has greater impact on renting 
farmers than owning farmers. The study found a positive impact of gher farming on agricultural income as well as 
household income in the study area. 
 

Introduction 
 
Bangladesh is climatically suitable for aquaculture. 
With a large number of rivers, beels, baors, haors 
and ponds, it has a long tradition of aquaculture. 
Bangladesh is also rich in marine and inland 
biodiversity. In Bangladesh, there are about 4 million 
hectares of open inland water body and about 4.3 
million hectares of closed water body and about 710 
km of coastal lines. Bangladesh also possesses 210 
nautical miles of Exclusive Economic Zone (EEZ) in 
the Bay of Bengal, which plays an important role in 
aquaculture (BBS, 2001). Fishery is one of the major 
sub-sectors of the country’s agricultural sector and is 
important for both economic and nutritional reasons. 
Fish supplies about 63 percent of animal protein and 
about 1.2 million people are directly employed in 
fisheries, while an additional 11 million people are 
indirectly employed in upstream and downstream 
activities related to shrimp/prawn culture such as 
harvesting, culture, processing and exporting (DOF, 
2000). The fishery sector contributes about 5.23 
percent of the GDP in 2002 (GPN, 2003). Among 
fishery sub-sectors, prawn (Macrobrachium 
rosenbergii) and shrimp (Penaeus monodon) are very 
important exportable items for Bangladesh, which 
account for about 9 percent of total national exports 
(Talukder, 1999). This sector grew at the rate of 
around 9 percent per annum during the last decade 
(Bhattacharya et al., 1999). Shrimp/prawn has 
replaced raw jute (the golden fibre of Bangladesh) as 
the dominant export item and contributes nearly half 
of the export items in the primary goods category. 
Therefore, shrimp and prawn are now called the 

“white gold” of Bangladesh.  
 
The landholding size, cropping patterns as well as 
land tenant system have changed after the 
introduction of gher farming in southwest 
Bangladesh in late 1980s. As a result, socioeconomic 
conditions, labor movement and income level of the 
gher farmers has changed. However, there are few 
studies that focus on labor demand for male and 
female workers, daily wage rate, cost and benefit 
analysis of fresh water rice prawn gher farming and 
the impact of shrimp gher farming on the 
environment and ecology in the coastal region in 
Bangladesh. The rice prawn gher farming has 
positive impacts on both male and female labor 
markets compared to MV boro and local aman 
paddy. The poorest and landless households benefit 
from gher farming due to greater employment 
opportunities and higher wages (Barmon, et al, 
2003). Shrimp gher farming has negative impacts on 
environments in the coastal region in Bangladesh 
(Asaduzamman et al, 1998; Nijera Kori 1996; Nabi et 
al 1999; Rahman et al, 1995; and Sobhan 1995), 
whereas the impacts of rice prawn gher on the 
environment are ambiguous. But the rice prawn gher 
farming has negative impacts on the ecology and a 
large number of indigenous species of fish have 
already disappeared (Datta 2001). The value of 
farmland has increased about tenfold compared to the 
time before rice prawn gher (Kendrick, 1994). 
Indeed, the impact of rice-prawn gher farming on 
household income has received very little attention. 
Therefore, the present study evaluates the impact of 
rice-prawn gher farming on agricultural income as 



well as household income in southwest Bangladesh. 
It is hoped that the study will help farmers, extension 
workers, researchers, policy makers, and concerned 
authorities in the development of rice-prawn gher 
farming in Bangladesh.  
 
This paper is organized as follows. Following the 
introduction, section two discusses the methodology 
of the study. Profile of the study village, gher 
management and history of gher farming are briefly 
explained in section three, whereas impacts of gher 
farming are presented in section four. The results and 
discussions are presented in section five and 
conclusions are offered in section six. 

 
Methodology of the Study 

 
The study was conducted in Bilpabla village in 
Khulna district of southwest Bangladesh. Bilpabla 
village and Khulna District were purposively selected 
because almost all of Khulna district is being 
cultivated for rice-prawn gher farming and the people 
of Bilpabla village have good experiences with rice-
prawn gher farming. Primary and secondary data 
were used in the present study: primary data were 
collected through a comprehensive cross-sectional 
field survey, whereas the secondary data were 
collected from the Bangladesh Bureau of Statistics 
(BBS) and World Rice Statistics. The survey was 
conducted from November to December 2003. In 
Bilpabla village, the survey consisted of two stages. 
First, all households in the village were identified. 
Second, out of all gher farm households 31 gher 
farmers and 31 tenant gher farmers were randomly 
selected. 
 
After tabulation, necessary adjustments such as 
conversion from local unit (like bhiga) to standard 
unit (like hectare) were made. The converted data 
were then summarized, and tabulated in accordance 
with the objective of the study. Since the rural 
households’ activities are not generally recorded, it is 
difficult to estimate household income accurately, 
particularly for unpaid households’ activities. Most 
rural households are also involved in many 
expenditure-saving activities for family consumption 
such as homestead fruits, vegetables gardening, 
poultry and livestock rearing, fishing nearby 
swamplands and canals, processing food, and 
manufacturing personal and household effects. The 
rice-prawn gher farmers and MV paddy farmers also 
do not normally maintain such types of records 
properly. Therefore, there may be a tendency to 
under or over report these activities in the present 
study. 
 

The present study has some limitations. Even though 
the researchers collected primary data from the study 
village directly, some farmers were afraid to give 
proper information to an unknown person. The 
farmers may have thought that the researchers are 
government officers and came to collect income tax. 
The researchers did not collect information from 
these types of farmers. Rice prawn gher farming is 
practiced only in southwest Bangladesh especially in 
greater Khulna district. As Bilpabla is one of the 
typical rice prawn gher farming village in greater 
Khulna district, it represents only the southwestern 
part of Bangladesh where the farmers are practicing 
rice prawn gher farming. 
 

Profile of the Study Village  
and Gher Managemant 

 
Description of the Study Village 

 
Bilpabla is one of the typical villages in Dumuria 
Thana in Khulna District and is located about 7 
kilometers west of the district headquarter of Khulna, 
and about 310 kilometers south from the capital 
Dhaka. Bilpabla village is divided by a small river 
and the households of this village are mainly living 
on both sides of the river (Figure 1). The land of this 
village area is defined as medium high land, and the 
soil quality is alluvial, loamy and sandy. The 
demographic characteristics of the village are similar 
to any other prawn farming village. 
 
Gher farming is the main occupation in this village. 
Along with gher farming the people are also engaged 
in other activities such as prawn business, integrated 
culture, van pulling, boating, mud snail crushing for 
prawn feed, and other formal and informal activities 
both inside and outside of village. Before the gher 
farming had started, the villagers were mainly 
farmers, day labors, and fishermen.  
 
There are no recreational facilities or organized 
playgrounds in the study area. Television and radio 
are the main means of recreation. Only 54 (14%) 
households have Black and White televisions 
(B&W), and 238 households (about 59%) have radio 
and tape recorders for recreation (Field Survey, 
2003). But this number is increasing every year. 
Before gher farming, there was no television in this 
village.  
 
The people use kerosene oil lamps or hurricane 
lanterns at nighttime and usually finish dinner by 
9.00 pm and go to bed early. School-going children 
usually study during the day. Sometimes the bright 
students do their homework at night. The villagers do 
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not have good toilet or safe drinking water facilities. 
Only 77 families (20%) have brick toilet facilities. 
The others have semi brick toilets or no hygienic 
toilets. There are only 12 tube-wells in this village 
but the villagers mainly use this water for cooking 
purposes because the water contains a lot of iron. The 
people bring safe drinking water from nearby villages 
(Field Survey, 2003).  
 
In this study, a family is defined as a group of 
persons living together and taking meals jointly in 
one kitchen and under one family head. Permanent 
hired labors are not included as members of the 
family. Bilpabla village has a total of 401 households 
with a total population of 1893 people with 53 
percent male and 47 percent female. Most of the 
people (about 98%) of this village are Hindu. The 
people of this village send their children only to 
primary and high schools because of limited access to 
higher education facilities. There is only one 
government primary school in this village. Some 
educated farmers usually send only their sons to the 
high school of nearby villages. The households are 
not interested in sending their daughters to high 
school due to social problems and also as these high 
schools are far from this village. The literacy rate of 
the village is increasing up to the high school level, 
but after completing high school (i.e. 5 to 10 year 
schooling) parents stop sending children for higher 
studies.  
 
 

Gher Crops and Management 
 

Traditionally, rice-fish integrated farming is practiced 
in many countries in South and Southeast Asia 
especially in China, India, Bangladesh, Thailand, 
Cambodia, Korea, Malaysia, and Vietnam. The 
cultivation of most rice crops in irrigated, rainfed and 
deepwater systems offer a suitable environment for 
fish and other aquatic organisms. Fish are cultured in 
paddy fields simultaneously in traditional rice-fish 
systems to obtain additional protein for household 
consumption. Nowadays the traditional rice-fish 
culture is practiced on a commercially basis. 
 
Rice-prawn culture is different from the traditional 
rice-fish monoculture because of the difference in 
farm management system and structure of production 
unit. Gher is a modified rice field having high wide 
dikes and a canal inside the periphery of the dikes 
that retains water during the dry season. It is the 
physical construction used for freshwater prawn 
(Macrobrachium rosenbergii) farming. At the early 
stages of gher farming most of the farmers cultivated 
prawn in monoculture ponds, but it is now common 
for the farmers to grow fish with prawn. In addition 
to this, paddy, vegetables and fruit trees are also 
grown alongside gher farming. The gher cycle begins 
in May/June when the farmers release prawn post 
larvae (PL) into the gher. Before this, farmers repair 
the gher dikes and trenches almost every year. 
Farmers use lime (30-40 Kgs per hectare) during gher 
preparation to reduce soil acidity. During the grow-
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out period, the farmers give supplementary feed to 
the prawn. Different farmers give different 
combinations of feed to prawn production and they 
do not maintain standard feed combination that 
would help produce an optimum prawn yield. 
Traditionally, only snail meat was used as prawn 
feed, but nowadays in addition to snail, farmers use a 
wide range of homemade and commercial 
supplementary feeds. Carp fish fingerlings are 
released into gher in June/July and cultured for eight 
months as long as sufficient water is retained in the 
gher. Usually, no specific supplementary feeds are 
provided for fish. Fish share the feed supplied for 
prawn cultivation.  
 
During the winter season (January to April) farmers 
usually grow boro paddy on gher chatal (the land 
inside the gher). Farmers usually irrigate the paddy 
fields from canals using indigenous hand made tools 
such as done (one kind of indigenous hand-made 
irrigation tool), and basket. Some-times farmers do 
not irrigate the paddy field. In general, the gher 
farmers do not use any types of organic fertilizer for 
boro paddy production as the remains of the feed 
nutrients that the farmers put in the gher during the 
prawn and carp fish production supplement paddy 
field fertility. The farmers usually grow vegetables 
both during winter and summer seasons on the dikes. 
 
History of Gher Farming in Study Village 
 
Rice-prawn gher farming is a new indigenous 
agricultural system solely innovated by farmers in the 
southwest Bangladesh during mid 1980s. The 
southwest region (Khulna, Bagerhat, Satkhira, and 
Jessore districts) experienced a period of severe 
environmental change between 1960s and 1980s. 
Many people in this region blame the construction of 
embankments and polders during the 1960s for the 
resulting environmental problems: water logging; 
restricted floodplain inundation with associated 
reductions in soil fertility; subsidence of land within 
the polders; siltation of rivers and canals; and 
increased saline intrusion. The embankments were 
designed to limit saline intrusion so that more land 
could be brought under cultivation but the resulting 
environmental changes actually served to drastically 
constrain agricultural production. There were many 
seasonal and perennial beels (low-lying land is 
locally known as beel) before embankment 
construction and farmers used to grow one or two 
rice crops every year (deepwater aman rice during 
the monsoon and some aus during the winter season) 
in these seasonal beels and low-lying agricultural 
lands. However, some seasonal beels and low-lying 
areas became permanently water logged after the 

construction of embankments and polders. The 
natural flood plain dynamics were disrupted and 
saline intrusion actually increased in some areas. A 
large number of farmlands were rendered 
agriculturally due to saline intrusion and water 
logging in Fakirhat and Chitalmari Thanas under 
Bagerhat district. Consequently, people of these areas 
suffered increasing poverty and food shortages. 
During the crisis, people used to eat wild foods like 
water lily and its seeds for survival. Most of the 
people were unemployment in the rural areas and 
people started migrating to big cities looking for 
work. At the same time, a few farmers in Fakirhat 
Thana began to experiment with Giant freshwater 
prawn (Macrobrachium rosenbergii) cultivation. 
They obtained good results in terms of growth and 
the neighboring farmers gradually adopted the 
practice. At that time farmers did not use any 
supplementary feed and wild Post Larvae (PLs) were 
cheaply available and the production was very 
profitable. But till the 1980’s there were no prawn 
exports from Bangladesh. Farmers sold their harvest 
in the local markets. After the introduction of export 
markets, the local farmers gradually started to 
convert their low-lying lands into gher for prawn 
cultivation. In the 1990s, the adoption of gher 
farming had increased dramatically simply because 
farmers saw their neighbors making lots of money 
from gher farming. The news about this technology 
quickly spread to neighboring Thanas and Districts, 
and the so-called gher revolution had begun 
(Kendrick, 1994). 
 
Nripendranath Biswas first introduced rice prawn 
gher farming in Bilpabla village in 1989. Mr. Biswas 
got married in Kurshail village in Fakirhat Thana of 
Bagerhat district on 1986. His brother-in-laws 
practiced rice prawn gher farming since 1984 due to 
its high profit. In 1988, Mr. Biswas discussed with 
his brother-in-laws about gher farming as well as 
gher management system to introduce it in his area. 
After fruitful discussions with his brother-in-laws he 
came back to his own village and discussed with his 
father about gher farming. Soon after he introduced 
gher farming according to his brother-in-laws’ advice 
in 1989. He did not produce paddy after harvesting of 
prawn until 1991 due to lack of information. He 
believed that if he cultivated paddy after the 
harvesting of prawn the land fertility would decrease 
due to paddy production and as a result, the 
production of prawn would decrease. He went to 
Khurshail village again in 1992 to visit his brother-
in-laws’ house and heard that the gher farmers were 
producing paddy after harvesting prawns. He started 
to cultivate paddy production from 1993 and saw that 
the prawn production was not affected by paddy 
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production. From 1993 he is producing paddy after 
harvesting prawns. The other farmers also began to 
practice gher farming seeing the success of Mr. 
Biswas and gradually the paddy fields were 
converted into gher farming in 1997 (Field survey, 
2003). 
 

Impact of Gher Farming 
 

Impacts of Cropping Patterns 
 
Prior to gher farming, the farmers cultivated local aus 
and local aman paddy in the swampland. Oil crops, 
such as rape, mustard and til (one kind of oil seed 
crop), are also produced along with local aus and 
aman. The life cycle of local aman is longer than 
local aus though the sowing time is the same for both 
types of paddy. Sowing of aus and aman paddy is in 
April/May and harvesting time is in August for local 
aus and November for local aman. The farmers 
sowed aus and aman together in April/May because 
after June/July the whole area is water logged due to 
heavy rain and at times it is not possible to plant 
transplanted aman (T. Aman). This was the most 
popular cropping system before the introduction of 
the rice prawn gher farming system, which was 
locally known as Domuti.  
 
Gher farming system has changed the cropping 
patterns dramatically in the study area.  Rice-prawn 
gher farming has created an ideal opportunity for 
crop diversification. Along with prawn and carp, the 
farmers can now cultivate boro paddy in the fields 
and vegetables on the dikes of the gher mainly for 

home consumption. Before the ghers had started, the 
farmers cultivated rape, mustard and/or til after the 
harvest of local aman paddy (January to April) but 
the gher farmers are presently not able to cultivate oil 
crops due to physical construction of gher farming. 
However, gher farming has increased vegetable 
production compared to before gher farming. Before 
gher had started, the farmers were not able to produce 
vegetables on the swamplands or paddy fields. The 
farmers have also planted both the long and short 
longevity fruit trees (Coconut, mango, guava, 
jackfruit, banana, papaya etc) on the dikes. The life 
cycle of prawn and carp is from May/June to 
December/January, boro paddy is from the end of 
January to end of April and seasonal vegetable is 
throughout the year. The cropping patterns of the area 
before and after are presented in figure 2.   
  
Changes in Land Holding Patterns and Job 
Opportunity 
 
The change in land ownership patterns in the study 
area occurred by the gher farming is presented in 
figure 3. Prior to gher farming, about 80% of the 
landlords rented out all of their land to tenants on 
sharecropping basis, but with the introduction of gher 
farming system, landlords converted their paddy 
fields into gher farming. They now operate the gher 
themselves on their plots, which are close to their 
homes. However, in gher farming, it is difficult to 
operate several (gher) plots at the same time. 
Therefore, landlords still have to rent out their 
surplus lands even if the land is located close to their 
homes. The remaining 20% of landowners and small 

Figure 2. Changes in Cropping Patterns after the Introduction of Gher Farming.

Jan Feb Mar April May June July Aug Sep Oct Nov Dec
Before Gher Farming:
Swampland:
        Aus paddy
        Aman paddy
High Land:
        Aus paddy
        Aman paddy
Rape/Musterd/Til
After Gher Farming:
        Prawn
        Carp fish
        Boro paddy
        Vegetables

Note:    indicates the period up until the sowing paddy, and releasing of prawn and fish is carried out.
            indicates harvesting time starts.
Source: Field survey, 2003.

Month
Crops
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farmers who used to cultivate their own land also 
converted their paddy field into gher farming. 
  
Financially, the more stable sharecroppers prefer a 
fixed-period rental contract to operate gher farming, 
while the financially weaker farmers are unable to 
operate the ghers by themselves and work as hired 
labor in gher farming. Moreover, some of the non-
agricultural day laborers, landless and marginal 
farmers of the study area also rent land from 
landlords on a rental contract basis. They are called 
renting farmers in gher farming system, also locally 
called hari. Since the landlords and nonagricultural 
day laborers now participate in gher farming system, 
the average farm size has become smaller compared 
to before gher farming. Change in contract system 
and share of family and hired labor due to gher 
farming system is presented in Table 1, which shows 
that the percentage share of hired labors in gher 
farming system has increased relative to local aman 
paddy production. About 42% hired labor was used 
in case of own farmers who cultivate local aman 
paddy (World rice statistics, 1995), whereas, about 
60% hired labors is used in gher farming system 
(Field survey, 2003). In the sharecropping system, 
100% labor was supplied from sharecroppers’ 
families, whereas, only 33% labor was supplied from 
renting gher farmers’ family. Therefore, gher farming 
system has created job opportunities for hired labor 

and has reduced family labor participation. Not only 
do the hired labor of the study area benefit from gher 
farming, but also the people of nearby villages.  

Figure 3. Change in land ownership and labor patterns after gher farming
Before gher farming    After gher farming 
Land owners (renting out to sharecropper) 
Land owners (own farmer)    Own farmers 
 
Sharecroppers     Renting farmers 
 
Non agricultural day labors 
      Hired labors 
Non agricultural day labors of other villages 

  
Results and Discussions 

 
Agricultural Income from Gher Farming  
 
Costs, returns, profit, and agricultural income as well 
as household income of rice prawn gher farmers are 
discussed in this section. The cost items in gher 
farming includes prawn and carp fingerlings cost, 
various kinds of feed cost, labor, medicine, watching 
house cost, seed/seedling cost of paddy and 
vegetables, land preparation cost (bullock), irrigation, 
pesticides and fertilizer costs. On the return side, 
gross return includes revenue from prawn, fish, 
paddy and vegetables. The costs, gross revenue, and 
profit of agriculture are presented in Table 2, whereas 
household income of gher farmers is presented in 
Table 3. 
 
Sources of household income  
 
Rural households in developing countries derive 
income from various sources. Basically the 
agricultural households in developing countries earn 
income from three sources-profits from agricultural 
production, agricultural labor income, and off-farm 

 

 

Table 1.  Labor, land and output and the percentage share of labor used before and after gher farming according 
to contract system 

Before After Types of 
farming Labor Land Output Labor Land Output 

1. Land owner Family (58%) Own Aus, Aman Family (40%) Own 
(Own farming) Hired (42%)   Hired (60%)  
      
2. Sharecropper Family (100%) Sharecropper Aus, Aman Family (33%) Fixed 
 Hired (0%) (Crop 50%)  Hired (67%) land rent 
      
3. Landlord  Rent out Aus, Aman Family (40%) Own 
(Not farming)    Hired (60%)  

Gher 
farming 

output are: 
Prawn, fish, 

rice and 
vegetables 

 

 
Source: World Rice Statistics (WRS) 1993-1994, and Field survey, 2002. 
Note: Data of percentage share of labor for own farming before gher farming is based on WRS, 1993-1994, while data of sharecropper of  
local aman and after gher framing is from field survey,  2002. 
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activities. The agricultural profit is the sum of crop 
income, and income from livestock and poultry 
production. Likewise, agricultural labor income 
includes labor sold to other farms, and off-farm 
income can be decomposed into earnings from self-
employment, wage received in rural non-farm labor 

markets, and remittances from household members 
working in urban areas (Renkow, 2000).  

Table 2.  Production costs and returns of own and renting gher farming. 
Particulars Own 

farmer 
Renting 
farmer 

A.  Variable costs of prawn and fish production: (Taka) (Taka) 
 1.  Cost of prawn fingerlings 64,747 36,532 
 2.  Cost of carp fish fingerlings 2,974 1,698 
 3.  Feed Cost 97,957 45,053 
 4.  Medicine Cost 3,417 2,227 
 5.  (a) Labor cost (Permanent & temporary hired) 23,416 8,620 
 (b)  Family labor cost 15,897 17,516 
 Sub Total 208,408 111,646 

B.  Variable costs of paddy and vegetables production:   
 1.  Paddy seedlings cost 2,784 1,630 
 2.  Vegetables seedling cost 2,592 1,124 
 3.  Land ploughing cost 1,713 886 
 4.  Labor cost (hired) 8,713 5,331 
 5.  Irrigation cost 1,598 1,000 
 6.  Pesticides cost 1,515 829 
 7.  Fertilizer cost 1,064 501 
 Sub Total 19,979 11,301 
C.  Total variable costs (A + B) 228,387 122,947 
D.  Fixed costs:   
 1.   Total gher cost:   
       (i)  Maintenance cost 12,258 6,600 
       (ii)  Depreciation cost 1,691 866 
 2.  Monitoring housing:   
       (i)  Maintenance/repair cost 754 479 
       (ii)  Depreciation cost 615 456 
 3.  Opportunity cost of land 37,234 0 
 4.  Land rent 0 17,961 
 Total fixed costs 52,552 26,362 
E.  Total costs (variable and fixed costs) (C + D) 280,939 149,309 
F.  Revenue from prawn and fish:   
 1.  Prawn 385,893 199,975 
 2.  Carp 21,658 12,371 
G.  Revenue from paddy and vegetables:   
 3.  Paddy 27,202 18,037 
 4.  By-product of paddy 1,049 910 
 5.  Vegetables 14,290 7,171 
H.  Total revenue (F + G) 450,092 238,464 
I.  Net profit (H – E) 169,153 89,155 
Source:  Field Survey, 2003.   
Note: 1)  1 US$ = 58.50 Taka, October, 2003. 

 2)  Average gher farm size of own and renting farmers was 1.65 and 0.95 hectare, respectively. 
3)  Depreciation of construction of gher and monitoring house were calculated by the straight-line 

method.  In this method, depreciation is to divided total expected depreciation equally among the expected 
number years of the life of the gher (Hopkins and Heady, 1955).  On the basis of the farm survey data, the 
economic life of gher farming was considered as 25 years. 

Table 3 provides information concerning income 
sources. The table shows that agricultural income 
remains the principal source of income for 
households in the sample―about 87% on average for 
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own farmers and 78% for renting farmers. The 
amounts of agricultural wage, livestock income and 
off-farm income were roughly the same for own and 
renting gher farmers but the  percentage  share of total 
household  income  was   different  for  both  types of 
farmers. The agricultural wage accounts for 8% for 
own farmers while about 15% accounts for renting 
farmers, indicating that the percentage share of 
agricultural wage to total household income renting 
farmers is higher than the own farmers.  
 
Annual per household income in rural areas in 
Bangladesh was Tk 57,792 in 2001 (BBS, 2001). The 
total household income for own farmers was Tk 
194,282 and Tk 114,811 for renting farmers. The 
above figures indicate that per household average 
income of own and renting farmer was roughly more 
than three times and 2 times higher than per rural 
household income in Bangladesh, respectively. 
Therefore, it is concluded that the gher farming 
system has increased household income in this area 
than other rural areas of Bangladesh.    
 
Comparison of Agricultural Income  
(Gher Farming to Local Aman) 
 
As is shown above, the farmers in gher farming in the 
study area have gained in their agricultural income as 
well as in other household income. In this section, an 
attempt is made to determine the income gain from 
gher farming system by comparing it to other 
agricultural crops.  
 
Before gher farming, the farmers produced local aus 
and local aman once a year. Therefore, the 
agricultural income (AIA) for sharecroppers is found 
as subtracting total cost (TC) from revenue (R), and 
add the opportunity cost of family labor (LC). Note 
that output is shared between landlord and 
sharecropper as half, but sharecropper carries all the 
production cost. Therefore, the agricultural income 
from local aman and local aus (AIA) per year for 
sharecropper is as follows: 

Also, AIA from local aman and local aus for 
landowner requires subtracting total cost (TC) from 
revenue (R), and adding the opportunity cost of 
family labor. Therefore, the agricultural income from 
local aman (AIA) per year for landowner is as 
follows: 

Note:  1 US$ = 58.50 Taka, October, 2003. 

 
Due to unavailable of data on aus paddy, production 
cost and return from local aman paddy was used as a 
proxy for local aus. Note that the per hectare 
production cost and return of local aus and local 
aman are almost similar. The agricultural income 
from gher farming (AIG) per year is found as total 
net profit of gher farming system (See table 4).  
 
Given the above result, the agricultural income ratio 
(AIR) of own gher farmer (O) to landowner (L) and 
renting farmer (R) to sharecropper (S) is:  
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Table 3.  Annual per household income of own and renting gher farming. 

Particulars Own farmer 
(31) 

Renting farmer 
(31) 

1.  Agriculture: (Taka) (Taka) 
 (i)  Gher farming 169,153 90,021 
 (ii)  Livestock 1,274 1,452 
 (iii)  Homestead gardening 2,310 1,532 
2.  Agricultural wage (male and female) 15,645 16,645 

3.  Off-farm income 5,900 5,161 
Total household income 194,282 114,811 
Source:  Field survey, 2003. 
he detail of each term is as follows: 

 =  Per hectare total revenue of local aman which 
included paddy and by-product 

C = Per hectare total cost of local aman which 
included seed/seedling cost, labor cost, 
irrigation cost, fertilizer cost and equipment 
cost.  

C = Per hectare labor cost of local aman included 
family and hired labor. 

he results of agricultural income, and total revenue, 
nd their ratios are shown in Table 5. For 
omparison, the data for local aman in Khulna 
istrict in 1994-95 was employed. Thus, the deflated 
roduction cost and returns are used in the present 
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Table 4:   Per hectare production cost and return of local aman in 1994-95 of Khulna district and 
its deflated value in 2001. 

Particulars Local 
Aman 

Deflated 
value 

1.  Seed/seedling cost 973 1,285 
2.  Labor cost 3,320 4,382 
3.  Fertilizer cost 1,097 1,448 
4.  Irrigation cost 2,500 3,300 
5.  Pesticides cost 459 606 
6.  Equipments cost 677 893 
7.  Total cost (TC) 9,025 11,914 
8.  Total revenue (TR) 14,385 18,989 
9.  Total profit (8-7) 5,360 7,075 
Source:  Bangladesh Bureau of Statistics (BBS), 1998. 
Note:  The production cost of local aman does not include land rent.  Since total profit is equal to 
the total revenue minus total cost, the total profit includes land rent. 
 
 
 

 
 
 
 
 
 

Table 5.  Change in total revenue, and profit per hectare before and after gher farming. 
(1) Comparison of sharecropper and renting gher farmer 

Before After  
Farming system Local aman Gher farming Ratio 

(i) Total revenue 
(ii) Agricultural income 

37,978 
3,925 

238,464 
89,155 

6.28 
22.71 

(2)  Comparison of own paddy farmer and own gher farmer 
Before After   

Farming system Local aman Gher farming Ratio 
(i) Total revenue 
(ii) Agricultural income 

37,978 
19,233 

450,092 
169,153 

11.85 
8.79 

Source: Field survey, 2003 and BBS, 1998; and author's calculation 
Note: Before gher farming, the farmers produce local aus and local aman once a year.  Per hectare production 
cost and return of local aus and local aman are almost same.  Calculation procedure of agricultural income 
from local aman : 

Before gher farming system, the landlords rented out their land to tenant on sharecropping basis, where 
the output is split between landlord and tenant 50:50, and the sharecropper carried all production cost.  In 
sharecrooping system, 100% labor was supplied from family, whereas, 58% labor was supplied from family in 
case of own farming (see table 1).  Agricultural income from local aman is the sum of total profit of local 
aman and the opportunity cost of family labor.  So, agricultural income of sharecropping system from local 
aman is calculated as follows: 

AIA=(R-2*TC)+2*Family labor cost; 
And, agricultural income of own farming from local aman is calculated as follows: 

AIA=2*(R-TC)+2*0.58*Total labor cost; 
Total labor cost, total cost (TC) and revenue (R) of local aman are (2), (7) and (8) respectively, of table 4. 
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study so as to compare them to field survey result in 
2001. The production cost and return from local 
aman per year per hectare are presented in Table 4. 
 
The result shows that the agricultural income for 
renting gher farmer is about twenty three times 
higher than sharecroppers’ agricultural income from 
local aman, whereas, the agricultural income for own 
gher farmer is nine times higher than own paddy 
farmer. Therefore, change in agricultural income 
from gher farming has greater impact on renting gher 
farmer than own gher farmer. Total revenue of 
renting gher farmer was found to have be six times 
that of the sharecropper. On the other hand, total 
revenue of the own gher farmer was found to be 
about twelve times that of own paddy farmers. Thus, 
it can be concluded from Table 5 that the gher 
farming system has increased agricultural income for 
farmers, with greater increase in agricultural income 
for renting farmer than for own gher farmer in the 
study area.  
   

Conclusions 
 

The gher farming system is a very profitable 
enterprise compared to local aus and local aman 
paddy. Both the renting and owning gher farmers 
have gained in agricultural income as well as 
household income from gher farming as compared 
not only to local aman but also to rural household 
income in Bangladesh. After the introduction of gher 
farming in southwest Bangladesh the cropping 
patterns have changed. Prior to gher farming, the 
farmer cultivated only local aus, local aman and oil 
seeds but now the farmer produces MV boro rice 
along with prawn and carp. The land tenant system 
has changed from sharecropping to fixed cash rental. 
Prior to gher farming, the landlords rented out their 
land to tenants on a sharecropper basis but now the 
landlords rent out only the surplus land that they 
cannot utilize on their own. As a result, the landlords 
get cash from renting farmers, while the renting 
farmers can be actively involved in gher farming to 
make a higher profit. The results show that the gher 
farming system has increased agricultural income, 
which has led to a better living standard for the 
people in this area. All these reasons suggest a very 
positive impact of gher farming. The important 
findings of the study are that the rice prawn gher 
farming system has improved the standard of living 
even though the people of this village are still living 
below the poverty line. The present study has only 
discussed the impacts of gher farming on household 
income, landownership and cropping patterns. It is 
necessary to conduct further research of the impacts 
of rice gher farming on the environment in future for 

policy implication for the development of rice prawn 
gher farming in southwest Bangladesh. 
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A POLICY MEASURE FOR OPTIMAL WATER RESOURCE UTILIZATION AND 
ALLEVIATION OF SOCIO-ENVIRONMENTAL PROBLEMS IN THE  

TEESTA RIVER BASIN 
 

M. Fakrul Islam and Yoshiro Higano 
 

ABSTRACT 
 
The water of many international rivers are not shared following formal intergovernmental agreement, ensuring 
highest benefit for the region as a whole because bilateral agreements often do not provide equitable and optimum 
economic benefit for both parties.  This paper focuses on a bilateral optimum water-sharing model of international 
river water, citing the Teesta River which runs through India and Bangladesh, as a specific case.  This input-output 
model, which determines the optimal share and its optimal use for economic activity, maximizes the welfare 
function, which is subject to bilateral trade and business, fixed water allocation agreement, etc., under a cooperative 
scenario. If the agreement can satisfy the condition for maximum joint benefit, the parties would work together to 
maintain the the functional integrity of river’s eco-system and environmental balance of the Teesta basin area. 
Moreover, this policy prescription would help to endure treaties of bilateral water sharing and trade between the two 
countries. 
 

Introduction 
 

Throughout the world, with the expansion of human 
needs and economic activities, multifaceted use of 
freshwater resources has increased and the adoption 
of different types of strategies and competition in 
these regards has begun.  Man-made barriers on 
natural water flow have made the global environment 
very vulnerable; stronger parties violate the rules and 
regulations of international law creating complicated 
situations. In many cases, conflicts arise from 
unequal competition.  Some of these conflicts 
become complex and linger for a long time, creating 
barriers in the implementation of the principles of 
equitable and optimal water allocation (Wolf 1998). 
Sometimes treaties are signed, but due to lack of 
appropriate guidelines for bilateral socio-economic 
benefit, those treaties do not work well. As a result, 
people increasingly manipulate the natural 
environment, threatening the quality and quantity of 
natural resources.  Freshwater, especially, is a non-
replaceable, scarce commodity, the need for which 
strains relationships between countries and nations 
(Smith 1931).  As an example of sharing international 
river resources, both up and downstream, this paper 
focuses on the case of the Teesta River, which runs 
through both India and Bangladesh. 
 
Foreigners, who see video pictures of Bangladesh, 
taken during June-September, may consider the 
Bangladeshis as a people who have an abundance of 
water (Chowdhury 1999).  However, land and surface 
water sources begin to dry up in November.  In 
March and April, the land becomes cracked and the 
ground water level drops significantly (Alam 1988) 
and the condition in the villages becomes quite 

opposite to the scene observed during the flood 
season.  

 
Bangladesh is a riverine country with an agricultural 
economy.  Since the 1950s, attempts have been made 
to modernize agriculture and to reduce dependence 
on nature.  In the northern region of the country, in 
order to save a vast area of plain and fertile 
agricultural land from flood and drought, the Dalia 
Irrigation Project on the Teesta River was 
implemented and started operating in 1993, 
(providing irrigation water for only about 30% of the 
project area) (BWDB 1993). During the first five 
years of operation, agriculture production increased 
substantially.  However, as a result of later problems, 
the operation of the project was stopped during the 
dry season.  Thus, the largest irrigation project of the 
country, in which millions of dollars have been 
invested, has caused considerable economic loss and 
environmental concerns for the inhabitants of the 
Teesta basin area, not to mention its impact on 
alleviation of poverty through agricultural 
development.  
 
Even with limited and unused natural resources, 
natural and man-made disasters and related problems, 
Bangladesh is continuing her efforts toward 
economic development by increasing agricultural 
production.  As a part of this effort, the government 
of Bangladesh undertook and completed the Teesta 
Barrage Project which provides irrigation to boost 
agricultural production by bringing more land under 
cultivation during the dry season.  However, the 
Gazoldoba Barrage built by India at 60 km (Teesta 
Barrage 1987), (The Daily Ittefaq 1998, 1999, 2000), 
upstream of the Teesta River (in Indian Territory) has 



 

 
 

Figure 1 Map of India + Bangladesh and a view of
 
made the Dalia Barrage project useless.  In this 
regard, a brief history on the use of the Teesta water 
for economic purposes (for example, irrigation, 
navigation, productioin of electricity, etc.) needs to 
be discussed.  Figure 1 shows a map of India and 
Bangladesh and a picture of the Dalia Barrage on the 
Teesta River, Bangladesh. 
 
Thoughts regarding the utilization of Teesta water 
for irrigation purposes began during the British rule, 
before the partition of India.  Later, India and 
Bangladesh implemented separate plans separately 
to use the Teesta water for irrigation and built two 
barrages on the river in their own territories (Islam & 
Higano 2000).  However, the project implemented 
by Bangladesh, with a view to increase agricultural 
production, to a great extent, has now come to a 
point of closure, because of its downstream location 
and the scarcity of water in the dry season.  Many 
bilateral meetings took place between the authorities 
of the two countries, but only in vain.  

 
In this paper, therefore, an input-output model and a 
simulation model are discussed to examine the 
possibilities of water sharing.  The paper also 
discusses the results of computer simulation for 
measuring the loss incurred by the withdrawal of 
water at the upstream of the Dalia Barrage and the 
bilateral water trade and business, and country-level 
transfer of water rights as alternative water 
allocation policies. 

 
Review of Literature 

 
Research conducted specifically regarding the 
optimal sharing and use of the Teesta River water in 
its basin area has not been found by the authors.  
However, the results of the studies found to be 
related to the present study are summarized below. 

Dimitrios and Lekakis (1997) analyzed various 
aspects of policy models and suggested that in the 
case of surface water resources, which are gradually 
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 the Dalia Barrage, Bangladesh. 

ecoming more scarce, sustainable utilization implies 
he need for policies aiming to provide adequate 
ater supplies for everyone in both national and 

nternational contexts. 

hey argued that many international river basis are 
hared without any formal intergovernmental 
greement, while bilateral agreeements guaranteeing 
micable cooperation are few in number.  They 
resented a simple economic-ecological model within 
hich they examined input-output controls., social 

nput prices, bilateral water trade, a water market for 
ll water users, and a fixed water allocation 
greement as possible water policies for cross border  
ater sharing.  They also strongly argued that all of 

hese policies could satisfy the conditions for 
aximum joint economic benefits while working 

oward maintaining the functional integrity of a river 
cosystem.  Their analyses indicate that bilateral 
ater trade can prove a workable, efficient, and 

ustainable water policy for the transboundary water 
llocation of an international river. 

 
haikh (1995), in his thesis, states that the Teesta 
iver and its adjoining catchment areas are marked by 
ariegated geomorphic process and forms.  The flow 
f unstable nature, bank erosion and historical course 
hifting pattern, and siltation create land forms which 
ppear to be the ideal field for his kind of study.  He 
xplains the hydro-geomorphic characteristics of the 
eesta flood plain, such as water discharge, course 
hifting pattern, water level, duration of floods, 
ediment characteristics, and ground water 
onditions.  His thesis was completed before the 
peration of the Gazoldoba barrage.  Therefore, 
ssues relating to water sharing were not discussed. 

chachter (1977) discusses “Equitable 
pportionment of Freshwater Resources” to some 

xtent.  He emphasizes the concept of the “drainage 
asin,” which implies integral development, giving a 
igh priority to maximization of the benefits for the 



basin as a whole, by reducing wasteful uses and 
developing a comprehensive and unified scheme to 
be followed by all concerned.  He also cited several 
points on the equitable use of the world’s water 
resources from the report of the Fifty-Second 
Conference (1966) of the International Law 
Association held in Helsinki.  These are quite 
important for the issues raised in this paper..  
  
A very old book on international law, The Economic 
Uses of International Rivers, written by Smith 
(1931) is relevant to the current discussion. Smith 
presented cases of controversies related to using 
rivers (for economic purposes), which run through 
more than one state.  The cases he discussed include 
the Meuse and its canals, the Zwillikon dam case, 
the, Rio Grande irrigation problem, apportionament 
of the Nile and 10 others.  His conclusion was that 
“in the law of rivers there is no place for any purely 
legal doctrine derived from any single abstract 
principle, whether that principle be the absolute 
supremacy of the territorial sovereign or the old 
private law doctrine of riparian rights”, (p.144).  The 
author called upon all involved parties to realize that 
every river system forms an indivisible physical unit; 

they should do whatever needs to be done (e.g., 
agreements) to determine and ensure the maximum 
possible development of its resources and their 
equitable distribution among all concerned. 

 
Wolf (1998), has shown, after analyzing relevant 
datasets, that, during the 20th century, no war, but “ 
only seven minor skirmishes” had taken place, while 
145 water-related treaties had been signed, signifying 
that shared interests outweigh conflicts over water. 
War over water, he concludes, seems, not to be 
economically viable, hydrographically effective, or 
strategically rational.  International water induces 
cooperation rather than conflict that has been 
observed only in exceptional cases. 

 
The Model 

 
Skeleton of the Model 

A framework must be drawn in order to conduct an 
analysis on the optimal policy to ensure the sharing 
of water, with the highest possibility of benefiting 
both the parties. The model is shown in Figure 2.

 
 Start (W) 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
                            No 
 

 
Yes 

 
 

Figure 2 Skeleton of the Model

Tentative share so that, W= W 1+W  2
Policy mix, which affects 
the share:
a. Input-output controls 
b. Social input price 
c. Bilateral water trade 
d. A fixed water allocation 

agreement 
e. Possible water policies 

for a cross- border water 
sharing 

 

Water assignment (W1) Water assignment (W ) 2

Country B Country A 

Effects of Country Bβ Effects of Country Aα 

α� β Max? 

End 
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Basic Equations  
 
Under consideration is an international river with a 
constant total water volume, W, shared by two 
countries, j = 1,2. In our example w = Teesta water 
resource and index (j) = India and Bangladesh.  
 
The Teesta River originated in country 1 (India), 
flows through country 2 (Bangladesh), and falls to 
the Bay of Bengal.  Teesta water supports various 
economic activities along the watercourses in both 
the countries. 

 
The level of economic activity in India and 
Bangladesh depends on the level of the production 
inputs (such as capital, labour, machine) used, 
‘given’ the availability of water and its quantity. This 
can be shown as:  

Y = Y ij (X ij; W ij , Q ),                         (1) ij j

where 
Y ij =  the level of economic activity i in country j; 
X ij = the set of production inputs other than water 

used by activity i in country j; 
W = the flow of water in economic activity i in 

country j; 
ij

Q  = quality of water in country j. j

The semicolon represents the word ‘given’ above. 
As regards the economic activities, i assume two 
different sets of values 
 i 1   = 1,…. m  for country 1 and  i   = 1,….. n     for 

country 2. 
2

 
Although the primary interest is in the sharing of 
water between India and Bangladesh, sharing within 
each country is assumed to be exogenous (i.e., not 
immediately determined by this model) and generally 
given by the function; 
 
W = W ij  (W ),                                                     (2) ij j

where, W ij = the flow of water in economic activity 
i  in country . j
 
In addition, the volume of water flowing to country 
1, W 1 , and the quality, Q  are also assumed to be 
exogenous. 

1

Q  = Q (Y 11 , Y …Y ),               
(3) 

2 2 21 Qn ;1, 1            

 
The next focus is inter-country water-quality issues. 

The economic activities of India have the privilege of 
accessing the stream first (W 1 ) and thus affect the 
water volume available to Bangladesh (W 2 ). From a 
given amount of water that may be diverted to a 
particular activity, some will be consumed by the 
activity, while some will be released back into the 
stream. 

 
The part of the total amount of water diverted to 
activity  in India but not consumed by it is given by i
ω 1i = ω 1i  (W 1i , Y 1i ).  As a result, the volume 

of water made available to Bangladesh (W 2 ), 
depends on how much water is used in India (W 1 ) 
and the amount of water used for the economic 
activities in that country which determines the level 
of output Y 1 . This can be shown in the functional 
form, 

 

W+∑ = W1+W                            (4) 
=

1

1
1,111 )(

n

i
ii YWω 2

Where, ω 1i = released back water to the Teesta, 
after use other purposes like producing electricity. 

 
 

Solution of the Model - Under a Cooperative 
Condition 
 
If the countries under consideration cooperate with 
each other, the river water will be used in a way 
which would enhance joint benefits, and a solution to 
the model could be found, which also takes 
ecological issues into account.  The solution can be 
derived from the optimizing problem shown below: 
 
 
Equations for a Cooperative Solution 
 
The objective function is to increase the sum of 
Gross Regional Production in India and Bangladesh: 

∑∑
= =

−=Φ
2

1 1

)(
j

n

i
ijijijij

j

XrYP ,                 (5) 

where ijΡ  and r ij  are the prices of outputs Y ij  and 
inputs X ij  respectively. 
 
The reduced form of the objective function without 
constraints can be derived as follows using equations 
(1), (2), (3) and (4); 
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The first order condition for the  maximum  joint 
 benefits with reference  to  the  water  sharing in 
 India is given by: 
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With reference to the production inputs used in  
India: 
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Here, the value of marginal product of input in India 
must be equated with the sum of the price of input 
with the same country and the social cost of the water 
deterioration in Bangladesh due to the production or 

control upstream since 
1

2

iY
Q
∂
∂  has a negative sign. 

 
With the advantage of being situated upstream, India 
has the opportunity of using the Teesta water for 
hydraulic power generation, irrigation, etc.  However, 
although India has a very big project regarding the 
use of Teesta water, she has not been able to utilize 
the resource properly.  The project involves complex 
procedures of diverting the Teesta water into another 
river (Mahananda), which may cause environmental 

problems.  Since 1996, India has been withdrawing 
dry season water from the Teesta River and releasing 
excessive water during rainy season, making the 
Bangladesh side “worst off” rather than “worse off.” 
However, India has not been using the withdrawn 
water to increase production at all, as observed in our 
survey. 

 
Bangladesh received almost no benefit regarding 
usage of water resources of the Teesta River since she 
has no water when she needs it and too much water 
when she does not need.  So, even if Bangladesh 
must give up most of the additional benefit given by 
the proposed economically efficient usage of the 
water resources, she would never be made worse off 
than the situation she had been experiencing during 
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the last 5-7 years. 
 

In contrast to the Indian situation, Bangladesh, 
provided that she receives sufficient water, would be 
able to implement the whole irrigation project which 
she has undertaken, and as the productivity of the 
land in Bangladesh is much higher (focused by a 
comparative survey on target areas of the both 
barrages) than that of the land in India, the net benefit 
to be achieved from implementing the total project 
area in the Bangladesh region.  The maximum 
possible benefit is dependent on how successfully 
Bangladesh can bargain regarding the benefits to be 
paid back to India to get a higher share of the water 
resources, using political instruments of Bangladesh.  
As mentioned in the above, the welfare status, which 
could be realized by the maximized benefit through 
such a political and economic bargaining process, 
would be never worse off than the current status. 
 
With reference to the production inputs used in 
Bangladesh: 
 

),....1(02
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      (10) 

Here, the value of marginal product of input in 
Bangladesh must be equated with the price of the 
input. Namely, W1, W and X ij must satisfy 
equation (6), (7), (8), (10) and (4). 

2

 
A Simulation Model 
 

At present Bangladesh gets only 15% of the dry 
season water from the Teesta River for irrigation 
purpose. India monopolizes the share by consuming 
85% of the total flow.  From the survey report it can 
be observed that the water of the Teesta River in the 
dry season is not being used in an economically 
efficient way.  Using simulation results derived from 
the following model, the increase in employment and 
total production when water resource is optimally 
distributed.  The main purpose of this simulation is to 
maximize welfare of the Teesta basin area through 
utilizing Teesta water efficiently (from an economic 
point of view), the result of which can be used for 
convincing the authorities of India and Bangladesh to 
use the water optimally. 
 

Equations: Case—1, for Separate Simulation 
  

In case 1, the GRP of both the target areas of Dalia 
(Bangladesh) and Gazoldoba (India) is maximized 

and simulations are run using same type of model 
separately. The present share of Bangladesh is 15% 

of the total water;  W B  = W %15
B , and India 85% 

water; W =I W %85
I ; 

{ }jX
max

      

 

, (1) ∑
=

Χ≡
23

1j
jjGRP υ

 
in which 

:jν value added ratio of industry (  );,...,1 ni =
:jX  production sectors; 

s.t.  ICAX ++ <−+ ME ,X                     (2) 

in which 
 

1: ×nX  production vector whose i th element is 
production in i th industry,  

:A  nn×  matrix of input coefficients of industries; 
:C  1×n  consumption vector whose th element 

is consumption of th  commodity, 
−i

−i
);,...,2,1( niCi =  

I :  1×n  investment vector whose th element is 
investment in industry  

−i
,i );,...,2,1( niI =   

:E  1×n  export vector whose th element is 
export of 

−i
−i th industry to other regions or the 

countries, );,...,2,1( niEi =  

:M  import vector whose th element is import of −i
−i th industry to other regions or other countries, 

);,...,2,1( niM i =  
 
(Due to space constraints, all equations of the model 
are not included in this paper) 
 
Case—2, Simulation for the Teesta Region as a 
Whole 

 
Specify the same type of model from eq. (1) through 
eq. (20). Simulation for optimal share of water 
between India and Bangladesh; we maximize the 
utility function: 
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{ }BI XX ,
max

     ,  (21) 
BI GRPGRP +

in which  
s.t.  system eqs. (2)-(20) for Bangladesh, and 
       system eqs. (2)-(20) for India; 

WLL
k k

I
k

I
k

B
k

B
k ≤+∑ ∑

= =

2

1

2

1
ββ  (22) 

in which 
Bβ : coefficient of demand for irrigation water by 
th industry ( =1,2) in Bangladesh; −i i
:Iβ  coefficient of demand for irrigation water by 

th industry ( =1,2) in India; −i i
:BL  land use for production in industry 

 in Bangladesh; );2,1( == ii
:IL  land use for production in industry 

 in India; );2,1( == ii
W : the total water of the Teesta River available for 
irrigation purposes in either India or Bangladesh in 
dry season. 
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in which 

W IB : water shifted from India to Bangladesh 
compared to the current situation; 
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in which 
+  payment that is made by Bangladesh for 
India as a compensation for the shifted amount of 
water in terms of export of food crops or other crops 
to India at a fairly lower price than the international 
one; 

:BIP
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in which 
-  payment that is made by India to Bangladesh 
as a compensation for macroeconomic equilibrium 
between the two countries or in the region; 

:BIP

 
(Due to space constraints, all equations of the model 
are not included in this paper) 
 

 
 
 

Cases for Simulation 

 
In the simulation, two types of cases have been 
tested.  The cases are as follows: 
 
(1) In case 1 under two maximization 

procedures, simulation have been carried 
out.  Under a fixed amount of water, each 
area tries to maximize its share.  At present, 
Dalia’s share is 15% (4,900 cusecs of 
water) and Gazoldoba’s share is 85% 
(27,767 cusecs).  Under this circumstance, 
Dalia maximizes its share.  The sum of the 
GRP of both India and Bangladesh are 
maximized without constraints of water 
between these two countries GRP*(I) + (B). 

 
(2)  The case 2 simulation is for the Teesta 

region only.  In the present situation, India 
monopolizes the share and it is not shared 
according to economic efficiency.  So the 
purpose of the case 2 is to maximize the 
sum of GRPs and optimize the share of 
water according to economic efficiency. 

 
This simulation was run using ‘LINGO’, 
which is the computer software for 
operational research released by LINDO 
SYSTEM.  For the simulation data please 
see (Islam 2002).  

 
Results of Simulation 

 
With an objective to maximize GRP of both Dalia 
and the Gazoldoba regions, the results of the 
computer simulation on the increase in Gross 
Regional Production (GRP), increase in agricultural 
production, increase in employment of labour in 
agricultural fields and possible trade and businesses 
between the regions have been shown through the 
following figures: 
 
Optimal Share of Water in Dry Season 
 
Figure 3 shows the present share of the Teesta River 
between the Dalia barrage (15%=4,900 cusecs of 
water) and the Gazoldoba barrage (85%=27,767 
cusecs of water) in the dry season.  Case 2 shows an 
optimal share of water and its amount.  In Case 2 the 
share of Dalia has increased by 6% (total 21% = 6, 
794 cusecs) of water to make it an optimal share. The 
share of Gazoldoba, India is 79% = 25,873 cusecs of 
water in the dry season. 
 
 
Changes in Gross Regional Production (GRP) in All 
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the Areas 
 

Figure 4 shows almost no significant changes in the 
GRP of the Dalia, Gazoldoba and the Teesta regions 
in Case 1 and Case 2 separately.  But the Teesta 
regional GRP, as a whole, is comparatively quite high 
 
Changes in Agriculture Labour in All the Areas 
 
Figure 5 shows that the changes in agricultural labour 
in the Dalia region is related to the increase in 
amount of available water share.  It depicts that if 
water amount increases, land use increases and, for 
that reason, labour input increases.  The figure points 
out that changes in number of optimal labour input 
for Dalia and the Teesta region is high, but for the 
Gazoldoba cases, there is no significant change. 
 
Changes in Total Labour (in All the Areas) 
 
Figure 6 shows that the changes in the total labour at 
Dalia target area is high (Dalia labour increases by 
6,58,163 persons) in the optimal Case 2. In the 
Gazoldoba target area it is not high (Gazoldoba 
labour decreases by 86,676 persons).  For the Teesta 
region it can be more than 9,000,000 persons (Teesta 
regional labour increases by 5,71,487 persons) for 
Case 2 as a whole.  
 
In a nutshell, the simulation results point out that 
food grain production at Dalia increases, but at 
Gazoldoba, food grain production decreases while 
other crop production at Dalia is almost equal to food 
grain, but, at Gazoldoba, other crop production 
increases.  Gazoldoba area is efficient for other crop 
production, but other crops don’t need a lot of water 
like food grain production.  The Dalia area is suitable 
for food grain production. 

 
The Input-Output (I-O) data of both India and 
Bangladesh have been squeezed into 23 sectors from 
79 total sectors of Bangladesh I-O Table (1993-94) 
and  115  sectors from  Indian  I-O  Table   (1993-94). 
I-O King Software has been used to prepare regional 
I-O tables for both Bangladesh and India.  The GRP 
of both regions is estimated from the national I-O 
tables of the respective regions. The GRP of Dalia 
region in its I-O table was 84176.5 million Taka and 
the GRP of the Gazoldoba region was 115,617.7 

million Taka. The reality, suitability and fitness of 
construction of this simulation model have been 
compared with the simulation results of basic cases. 
The I-O data is comparable to the simulation result of 
case 1, and it means there is a good fit between the 
model and the real economy. 

 
If optimal share is fixed at 6% increased level from 
the present share 15% for Dalia it would be 21% of 
the total share and this increased amount of water can 
increase food grain production significantly. It can 
raise the GRP by 5,340 million Taka (per dry season) 
for Bangladesh.  However, decreasing the share of 
water for the Gazoldoba area to 79% (from 85%) will 
cause a decrease in GRP up to 2,333 million Taka. 
Nevertheless, the GRP of the Teesta region as a 
whole would increase by 3,010 million Taka (optimal 
GRP of 241,257 million Taka – current GRP of 238, 
247 million Taka.  The total increase in the Teesta 
region is to be equitably distributed through various 
means, such as bilateral trade, business etc., and, 
thus, the decrease in GRP in the Gazoldoba area can 
be compensated to some extent. 

 
The current number of labourers in the Dalia region 
is 4,318,045 persons.  If Dalia’s share is increased to 
21% in dry season (which was found as optimal) it 
would be possible to employ up to 4,976,200 persons 
as labourers in this area, which would increase the 
total number by 658,155 persons.  The current 
number of labourers in the Gazoldoba region is 
4,294,949 persons.  If Dalia’s share increases to 21%, 
a decrease of 86,676 labourers would occur in the 
Gazoldoba target area, as in this case, the number of 
labourers in the area will go down to 4,208,273 
persons.  However, the total number of labourers for 
the Teesta region will go up to 5,71,487 persons, as 
the total number of labourers currently employed in 
the Teesta region as a whole is 8,612,994 persons, 
and the number will increase up to 9,184,481 persons 
if Dalia gets 21% of the total flow in the dry season. 
It points out that labor exchange program can balance 
the total labour increase in the Teesta region.  If 
labour transfer is accepted by both the governments, 
new jobs can be created, there will be less 
unemployment in the region and program for the 
alleviation of poverty can be successful, if proper 
policy, in this regard, can be implemented.  
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Figure 5 Changes in Agriculture Labour in All the Areas
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Figure 6 Changes in Total Labour (in All the Areas) 
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Policy Proposals 
 

The following is proposed:  
 
An Optimal Approach of Sharing Dry-season Water 

Through the following estimation, a possible optimal 
sharing of the Teesta water has been shown, 
considering the number of affected people and the 
land productivity of both India and Bangladesh.  The 
barrage at Dalia point requires at least 8,000 cusecs 
of water, (assuming 40% of the total water flow) in 
the dry season to remain active.  A maximum amount 
of land (30% of the total target area) was cultivated in 
the year 1996.  This cultivation produced crops worth 
US$ 48.86 million.  The sum of the total crop 
production during the last four years was valued at 
US$ 136 million.  The total production has drastically 
decreased in the last two years (1998-1999). 
Assuming the ratio of the Teesta River water in the 
dry season in India and Bangladesh as 85% (27,667) 
and 15% (4,900 cusecs) (Daily Ittefaq, March 23, 
1998) respectively, the share is optimized.  

Figure 7 displays an example of optimal sharing.  The 
horizontal axis iσ  symbolizes a share of Bangladesh. 
So, *1 σ−  (measured to the left from the point 1) is 
that of India in the context of the Teesta River basin. 
Left and right vertical axes measure the marginal 
productivity of water resources in Bangladesh and 
India,   respectively.   According  to  an  estimation of 
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Figure 7 Optimization of Water Sharing between the 
two countries 
 
the available amount of dry season water at Dalia 
point in the Teesta River on March 23, 1998, the 15% 
shows 4,900 cusecs of water, the 40% shows 13,066 
cusecs of water, 85% shows 27,667 cusecs of water 
and 100% shows 32,667 cusecs of water. 
 
If the share is fixed due to some reason at the level of 

iσ  which is far less than the optimal share *σ , 

there exists a social loss of triangle area ABC (the 
difference between the lost value of crops in 
Bangladesh due to the lack of water and the value of 
crops in India which can be produced in India by 
using more water than the optimal sharing) and iσ  is 
not optimal from cooperative point of view of both 
countries in a general sense. If the share increases 
from 15% to 40%, then an increase equivalent to the 
value of triangle area can be made possible. 
Economically, an optimal sharing of a fixed amount 
of resource can be shown at the crossing point of the 
marginal productivity curves of both parties, 
provided that both the curves have decreasing slopes. 
 
Establishing a Special Economic Block 
 
For the betterment of the people of the Teesta River 
basin area (both in India and Bangladesh), we 
recommend the following:: 
 
* While planning and policymaking, emphasis must 

be placed on optimal and amicable water sharing 
and on a suitable trade model. 

* Bangladesh should make certain arrangements, for 
example, to take measures so that Indians, using 
the Teesta River water (at Dalia or northern 
districts), can get some opportunities for business 
and trade in Bangladesh territory; 

* Joint ventures (co-project or bilateral agricultural 
projects) should be encouraged in establishing 
mills and factories (e.g. rice mills, tobacco husking 
mills, paper mills, food processing mills) 
dependent on crops produced in the Teesta region. 

* Every year India `pushes in’ thousands of Muslims 
to Bangladesh over the border calling them ‘illegal 
Bangladeshi immigrants’.  Bangladesh authorities 
try to `push them back’ into India. For this reason, 
many people are hurt and even killed, caught 
between the battles fought by the border security 
forces of both countries.  This has become an 
important political issue.  Instead, trade can be 
established between the two countries over the 
whole Teesta basin area through joint ventures, 
allowing easy movement of the citizens from one 
country to another.  Following Europe, where 
people travel from one country to another very 
easily, bilateral problems and even regional 
problems within the SAARC countries can be 
solved. 

Social loss 
Optimization 

 
Reducing Conflicts and Ensuring Justice 
 
* The donors or donor countries should have some 

restrictions on the construction funds of such 
barrage or irrigation projects, when it has a 
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possibility to harm riparian states. The feasibility 
studies before granting such funds should be 
foresightful. 
 

* However, we must remember that “mutual 
confidence and cooperation” (Smith 1931) between 
the leaders of India and Bangladesh is necessary 
for an economic policy to be implemented 
properly. Leaders of both sides have to be sincere 
in their efforts. They must also have an open mind 
and be ready to accept rational suggestions given 
by their counterparts.” 

 
Conclusion 

 
The theme in this paper is very simple. We have 
discussed the issue of sharing of Teesta water briefly 
and put forward a simple theoretical model and a 
simulation model for using international river water 
and proposed some policies with an optimal solution 
to the Teesta water-sharing problem by which total 
and unilateral benefits for both the parties can be 
made greater. The simulation results point out that if 
optimal share is fixed at 6% increased level from the 
present share of 15% for Dalia it would be 21% of 
the total share and this increased amount of water can 
increase food grain production significantly. It can 
raise the GRP by 5,340 million Taka (US$ 97 
million), (per dry season) for Bangladesh. The 
regional GRP also is raised by 241,257 million Taka 
(US$ 4386.49 million) per year and the changes in 
regional GRP is comparatively quite high (Tk. 
238,247 million = US$ 4331.76 million), per year. 
This is good for each region because this benefit 
could be shared by the Indian people too. It also 
points out that labor exchange program can balance 
the total labour increase in the Teesta region. If 
labour transfer is accepted by both the governments, 
new jobs can be created. There will also be less 
unemployment in the region and a program for 
alleviation of poverty can be successful, if proper 
policy can be implemented.  
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