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This issue of the Journal of Bangladesh Studies (JBS) 

completes nine years of its publication. When the 

journal was launched, albeit with some trepidation, 

our goal was to establish a presence in the halls of 

academe with good quality research on Bangladesh.  

We feel we have begun to make some impact on the 

basis of the citations of JBS articles  that have begun 

to appear in some of the indexes. Our impact is 

further evidenced by the fact that the American 

Institute of Bangladesh Studies (AIBS) has given us a 

substantial grant in support of the journal.   

 

A number of other initiatives have also been 

launched from this enterprise in recent years that 

makes the work of sustaining the journal enjoyable 

and rewarding.  For example, we have established a 

relationship with Bangladesh Enterprise Institute in 

Dhaka to make JBS available more widely in 

Bangladesh. As a consequence, we hope to see the 

growth of other journals that will either match or 

exceed the quality that we try to offer to our readers.   

 

The number and quality of submissions have also 

gone up that has led to an expansion of our reviewer 

base. These new partnerships have also been quite 

rewarding.  Many of the reviewers have been very 

generous with their time, some of them even 

becoming mentors for new researchers to see their 

work through to fruition.  

 

We also brought out our first compiled book based on 

articles from JBS entitled, “Political Culture in 

Bangladesh: Perspectives and Analyses – Selections 

from the Journal of Bangladesh Studies.” Another 

book is due out this year that compiles papers on 

economic issues. Both books are published by 

University Press Limited, an iconic publisher in 

Bangladesh.  

 

Perhaps the most exciting development from nine 

years of devoted work of the editorial board is the 

conference, “Bangladesh in the 21
st
 Century” to be 

held at the John F. Kennedy School of Government, 

Harvard University, on June 13-14, 2008. The 

conference has drawn the attention of numerous 

researchers working on a variety of topics pertaining 

to Bangladesh: education, health care, environment, 

foreign policy, economic issues, and so on. It has also 

drawn the attention of the Bangladesh Government, 

as well as the United States Government, with both 

governments sending their representatives to take 

part in the conference.  Academics, researchers, 

scholars, policy makers, and social entrepreneurs  

 

 

participating in the conference will also be 

representing three continents: Asia, North America, 

and Europe.  Readers will hopefully understand our 

inability to suppress our excitement and euphoria. 

The best part of the conference, of course, is that JBS 

will be replenished by a plethora of articles 

addressing the pressing problems of Bangladesh 

today and in the foreseeable and unforeseeable 

future. 
 
In this issue we present articles dealing with political 

issues and democratization, trade performance, 

lessons from the Nobel Laureate Muhammad Yunus, 

and a review essay about the NGOs in Bangladesh. 

 

Jalal Alamgir offers a measurement system to assess 

the “extent” of democracy that has been instituted in 

the country using a set of minimum criteria in three 

areas: electoral procedures, legislative procedures, 

and procedures related to citizens’ rights. The author 

contends that, together, these three areas are 

minimally constitutive of a set of measures that 

would best serve as “performance evaluation” criteria 

for democratization. Using these measures, the author 

contends that there is substantial variation in 

democratic performance across the administrations 

that governed the country during 1996-2001. While 

Alamgir’s measurement criteria serve as an 

interesting starting point, they seem destined to be 

parsed and broken down into further dimensions to 

gain more precise measures of the process of 

democratization. In that, Alamgir provokes political 

analysts to further develop the measures so that more 

precise and less abstruse and qualitative 

interpretations are used in the assessment process. It 

would also be interesting to apply the criteria to a 

longer time horizon. 
 
Haider A. Khan examines the problems of 

democratization in Bangladesh using a theoretical 

framework that reflects a somewhat novel theory of 

deep democracy from a political and social economy 

perspective. This theory makes a distinction between 

formal aspects of democracy and deeper structural 

aspects. Khan feels that formal democracy has been 

fragile in Bangladesh and political crises have 

endangered its modest prospects in the 21
st
 century. 

However, he feels that social and political resources 

exist within the country that might be able to restore 

formal democracy, while strengthening and 

deepening it.  Although difficulties are 

acknowledged, the paper outlines an agenda for 

making the democratization process work better in 

the future. 

FROM THE EDITOR 



 

 v 

Mohammad Mafizur Rahman examines the foreign 

trade of Bangladesh, its strengths and weaknesses, its 

overall composition, the emerging trends and general 

performance.  It is interesting to note that despite 

various structural impediments facing the Bangladesh 

economy, the export sector performed well 

throughout the 1990s. Rahman concludes that the 

export growth rate of Bangladesh was higher than 

that of the world and the SAARC countries. The 

export share of primary commodities also decreased 

while that of manufactured commodities increased 

over the years. The striking features of Bangladesh’s 

exports are its commodity and market concentration. 

To overcome this problem, diversification of exports 

and improving quality of the products are 

imperatives. Of particular concern is the balance of 

trade with India where the deficit is huge. 

 

Munir Quddus, who has been associated with the 

Nobel Laureate Muhammad Yunus in many ways, 

including studying at the same alma mater, 

Vanderbilt University, examines some of the new 

ideas that Yunus propounds in his new book, 

Creating a World without Poverty: Social Business 

and the Future of Capitalism.  The much vaunted 

theme of globalization, of unfettered markets, of the 

free flow of capital, and economic integration of 

countries and regions, has had its hey days and seems 

to be in for some turbulence.  Today no one can 

ignore the issues of dehumanization and global 

warming. As Quddus suggests, it has not been able to 

solve some of the most vexing problems of poverty, 

malnutrition, economic disparity, lack of health care, 

unemployment, and environmental degradation.  Is 

there an alternative? Quddus explores Yunus’ 

innovative ideas reflected in a “social business” 

model designed not for maximizing profits for its 

owners and shareholders, but for solving societal 

problems.  Such models have the potential of 

changing the face of capitalism by focusing on the 

human element, especially human development and 

quality of life. 

 

Finally Elora Halim Chowdhury in her review essay 

examines the overall evidence of the contributions of 

the NGOs, especially towards women. Envisioned to 

help poor communities improve their lives, NGOs 

have challenged religious discourse and male 

dominance in the impoverished areas. They have also 

helped educate girls, promoted family planning, and 

influenced social change.  Yet, they have also 

indebted more women in a cycle of debt payments 

and brought violence upon them by others, perhaps 

because of the resources they have begun to 

command.  Charges are also brought that micro-

credit programs have failed to economically 

empower and emancipate women because the loans 

given to them have often been restricted to 

conventional activities with low productivity and 

returns. On balance, Chowdhury urges NGOs like 

Grameen and BRAC to revise their programs and 

policies to “really” seek social change and 

development in Bangladesh that have not been 

realized as expected. 

 

We continue to look for innovative, insightful, and 

incisive manuscripts that address development issues 

of Bangladesh.  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 Shahnaz Y. 

Andaleeb for her editorial support and Sue 

Pennington of the Sam & Irene Black School of 

Business at Penn State Erie for diligently attending to 

the typing and formatting of the papers. 

 

 

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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Democratic Performance in Bangladesh 1991-2006: 
A Political Measurement 

 

Jalal Alamgir 

 

Abstract 
 

This study surveys the political performance of democracy in Bangladesh using a set of minimum criteria in three 

areas of democratic procedures: electoral procedures, legislative procedures, and procedures related to citizens‘ 

rights. The study contends that together these three areas are minimally constitutive of a democratic polity, and 

therefore should form the basis of a minimum performance evaluation. Contrary to recent assertions, substantial 

variation in democratic performance is found across the administrations that governed the country during 1991-

2006.

 

Introduction 

 

Since the declaration of emergency rule in 

Bangladesh in January 2007, it has been increasingly 

asserted and accepted that democracy, as practiced in 

the country since 1991, has ‗failed.‘ Some assertions 

go further, like those made by Bangladesh‘s Army 

Chief, who extends the failure of democracy and 

elected politicians to ―the last thirty-six years‖ (BBC 

2007a, BBC 2007b; ―Digging In,‖ The Economist, 4 

April 2007). The discourse of democratic failure is 

undertaken partly to legitimize the authority of an 

interim caretaker government, and partly to provoke 

debate about institutional alternatives. But from the 

perspective of serious political analysis and 

democratic theory itself, how defensible are these 

claims? This is the question that the paper at hand 

seeks to explore.   

 

The objective here is to provide a systematic 

measurement of democratic performance using a 

standardized set of criteria across the three 

democratic administrations that headed the country 

during 1991-2006. The first one was led by the 

center-right Bangladesh Nationalist Party (BNP) 

from 1991 to 1996. The center-left Awami League 

(AL) governed from 1996 to 2001, followed by BNP 

once again from 2001 to 2006. ‗Performance‘ itself is 

a loaded term, in both academic and popular usage. 

Moreover, there is no consensus among political 

scientists on the measurement or indicators of 

democratic performance (see, e.g., Bollen 1980; 

Bollen and Paxton 2000). Aspects of performance 

may include everything from the economy to the 

society, culture, peace and security, law and order, 

foreign relations, or even philosophical dimensions, 

such as defense of liberalism or stance toward 

distributive justice and equity. Most of these are 

related to the performance of a government, and 

many of them are thus seen included in the  

 

overarching concept of ‗good governance‘ (Weiss 

2000; Kaufmann and Kraay 2007). This paper, 

however, will concern itself to measuring democratic 

performance, not governmental performance. In other 

words, the objective would be to assess performance 

along indicators that are constitutive of democracy as 

a political system, that is, indicators that comprise the 

core aspects of the minimal definition of democracy. 
 
A definition is not absolute; it is only valuable to the 

extent that it is workable or useful (Zuckerman 

1991). I will therefore begin by establishing what I 

mean by the minimal working definition of 

democracy, and based on that, derive a set of 

performance criteria that will be employed to 

measure democracy as a political system. I will then 

apply these criteria systematically to evaluate the 

performance of the three administrations. In the final 

section, I will summarize the findings and 

implications and indicate some areas that would be 

served well by further research. 
 

Evaluating the Minimum Political Performance 

 of Democracy 
 
The major clarification that needs to be made at the 

outset is between democracy and representation, 

which are linked but separate concepts. As pointed 

out repeatedly by Hanna Pitkin (1967, 2004), 

democracy and representation originate from two 

distinct and mutually uneasy sources. Democracy 

connotes rule by the (eligible) people, along the lines 

of Greek city states, and representation connotes the 

decisional primacy of a few, who claim to act as 

agents of a larger group, which as a system began to 

emerge much later in England. Representation as 

such may have nothing to do with elections, and in 

this vein, in many countries, from Indonesia to 

Jordan to Guinea, a proportion of legislative seats for 

‗representatives‘ are selected, nominated, reserved ex 

officio, or appointed.  
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Another concept used at times as a yardstick for 

judging democracy is ‗rule of law.‘ In a recent paper, 

Ganguly (2003) compares the quality of democracy 

between India and Bangladesh using rule of law, 

accountability, and governmental responsiveness as 

three of the four primary criteria. However, none of 

these is constitutive of democracy. For instance, the 

term ‗rule of law‘ essentially indicates whether a 

polity is governed along predictable legal guidelines. 

Rule of law is extremely strong in Singapore—but 

Singapore is not an unqualified democracy: political 

freedom is restricted, and the ruling People‘s Action 

Party has won at least 95 percent of the seats in the 

last ten national elections, even though there were no 

balloting irregularities (Freedom House 2007). Rule 

of law or governmental responsiveness can be criteria 

for evaluating the performance of any regime type. 

But if the laws in question were promulgated 

primarily by freely elected public representatives, the 

polity would then have exhibited one of the 

constitutive aspects of democracy. 

 

Among the features of democracy that are 

constitutive of its definition, the first and foremost is 

the procedure of contestable elections. Thus, the 

minimal definition of democracy favored by Robert 

Dahl and employed in a variety of quantitative 

research is not concerned with representation or rule 

of law; it defines democracies simply yet smartly as 

those regimes that hold elections that the opposition 

has some chance of winning (Przeworski et al. 2001). 

Many other theorists of democracy, including 

Schumpeter (1947), Huntington (1991), and Gastil 

(1991), also agree on the centrality of elections. 

Democratic indices, such as those prepared by 

Freedom House or the Polity IV Project also accord 

primary importance to the holding of competitive 

elections.
1
 This, consequently, is our first criterion for 

minimal democratic performance: the holding of 

competitive elections that are free, that is, contested 

by meaningful opposition, and fair, that is, not rigged 

or biased from the process of voting through counting 

and the declaration of results. 

 

Evaluating elections is the start. The Dahlian 

procedure-centric definition is unable—and indeed, 

uninterested—in the evaluation of democratic 

performance beyond the holding of free and fair 

elections, partly because criteria beyond the centrality 

and universality of elections can easily become 

subjective. Elections, however, are only episodic 

events. In Bangladesh, national elections are held 

every five years. Electoral fairness may have nothing 

to do with whether democratic norms or values are 

upheld in the following five years. But attempting to 

define or establish democratic norms are precisely 

where subjectivity may come into play. For some, 

economic equity may be a significant norm. For 

others, such as libertarians, equity or distributive 

justice may have little to do with democracy. 

Similarly, for some, shunning the parliament in favor 

of street politics, as has happened on many occasions 

in Bangladesh, may be a crucial violation of 

democratic norms, while for others it may be a 

crucial expression of democratic rights. Are there 

standards that can be established with regard to the 

political performance of democracy beyond election 

years? 

 

The possible key to resolving this question is to take 

a cue from Robert Dahl and propose minimal 

procedural standards related to key political 

objectives of democracy as it is practiced day to day 

as a form of government. Both qualifiers, ‗minimal‘ 

and ‗procedural,‘ are important here. Once we go 

beyond electoral procedures, most treatments of 

democracy focus on the political process of decision-

making. In fact, some definitions of democracy 

emphasize this as the most critical aspect, noting that 

democracy is a system that allows, unlike autocracy, 

the general population to participate in governmental 

decision-making (Amin 2004). Since participation 

entails delegated action by people‘s representatives, 

procedurally we will need to ask: To what extent are 

those who have been elected able to discharge their 

duties as legislators? Once elected, does the 

government rely on the parliament as the final 

legislative authority? Important to note here is that 

the primary burden of responsibility in this must fall 

on the party in power, just as, in Dahl‘s conception, 

the burden of conducting free elections is on the party 

in power. What is being proposed here is that the 

parliament, or the elected body of legislators, is 

minimally necessary to the functioning of 

democracy; all other related institutions, such as the 

judiciary or the ombudsman or vocal civil society, are 

additional enhancers, but not minimally necessary to 

the procedure of democratic decision-making. Being 

minimal, this criterion can be universally measured in 

all democracies; the ensuing performance indicator is 

the proportion of laws that are passed duly by the 

parliament as opposed to other authorities. The 

primary political objective of electing a parliament is 

to allow the representatives to legislate. 

 

The final criterion relates to rights. Political rights are 

central to the concept of democracy, as democracy as 

a system is established and legitimized on the basis of 
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a polity protected by rights, from expression to 

voting. In this vein, Bollen‘s work on the 

measurement of democracy argues that political 

rights and liberties are the critical visible factors that 

ensure that ‗non-elites‘ in a society have some 

influence or control over political elites (Bollen 

1991). In other words, without rights there can be no 

popular participation or possibility of control over 

either elections or legislation. Democratic 

performance therefore is inseparable from the 

performance with regard to rights, and here too, the 

primary burden of responsibility is on the elected 

government. It is therefore not surprising that most 

studies of democracy and protection of human rights 

find a positive correlation between the two, that is, 

the more democratic a polity is, the more protected 

citizens are from human rights violations (Davenport 

and Armstrong 2004). There are various proxy 

measures for how well rights are protected under a 

democratic government, from the number of arbitrary 

arrests to more vague measures such as effective 

curbs on freedom of speech or organization. But the 

minimal indicator must concern the most 

fundamental of rights, the right to life. As proxy 

indicator of protection of rights, therefore, this paper 

will consider variation in the number of citizens 

killed extrajudicially by government agents, such as 

the police, the paramilitary, and the military. This is a 

particularly powerful indicator because of three 

factors. First and foremost, it concerns the right to 

life. Second, it points to violations by those (i.e., an 

elected government) entrusted to protect it. Third, it 

also provides a measure for the violation of due legal 

procedure, since the type of death with which the 

paper is concerned here takes place outside normal 

judicial oversight.  

 

Of course these three layers are not exhaustive in the 

measurement of democratic performance. However, 

these three, I contend, together constitute the minimal 

procedural indicators of performance. As intimated 

earlier, indicators of substantive democracy will not 

only be complex to measure, but also ill-suited 

toward generalization with a good degree of 

precision. Procedural definitions and indicators are 

necessary to avoid this problem of ‗conceptual 

stretching‘ (Sartori 1970; Collier and Mahon 1993), 

to allow better measurement, and to approximate 

universality. The goal in this paper has been to arrive 

at the procedural minimum that can be considered 

constitutive of a democratic polity. In other words, 

these are not ‗optional packages‘ that can enhance 

different aspects of democracy. A system of checks 

and balances among different government organs, for 

instance, can enhance the performance of democracy 

by preventing absolute rule, but it is not constitutive 

of the definition of democracy in the fundamental 

way that respect for right to life is.  

 

Figure 1 summarizes the rationale and description for 

the three minimum performance indicators. The 

proxy measurements are some of the avenues or 

methods by which the performance for each of the 

three indicators can be approximated. Once again, as 

in much of the social sciences, these are 

approximators. The question about the validity of 

these measurements is not whether they are 

exhaustive or whether other indicators are possible; 

the question is whether these are able to approximate 

the core issue raised by each of the indicators. 

 

Democratic Performance in Bangladesh 

 

How would Bangladesh fare in the application of our 

set of procedural indicators of a democratic polity? 

Before answering the question directly, a few 

baseline points should be noted. Our task is not to 

explore whether democracy has performed better 

than authoritarianism. Nor are we interested in 

exploring if democracy is the right form of 

governance in Bangladesh. However, a question 

related to our study can be raised—and has been 

historically—by those who examine political culture, 

especially the public‘s predisposition toward 

democracy and democratic institutions (e.g., Almond 

and Verba 1989, Diamond 1993). If democratic 

performance has not been satisfactory, as the current 

emergency government has charged, it may be due to 

a public environment inhospitable to democracy 

(Huda 2007). Along this line, some have argued that 

the core principles enshrined in the Bangladeshi 

constitution itself run counter to the cultural and 

political beliefs of the majority (Amin 2004). There is 

also attraction, especially on part of supporters of the 

current emergency government, to the idea of the 

―Asian Way,‖ a pseudo-democratic system with a 

strong leader, stylized along the lines of Malaysia‘s 

Mahathir Mohammed (Körösényi 2005). 

 

Political Culture and Political Performance 

 

This study relies on several observations, 

foundational, behavioral, and attitudinal, to assume 

that there is strong support for a democratic system in 

Bangladesh. The basic democratic foundations, such 

as  freedoms   of   expression,  organization,  and   the 
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Figure 1 

Minimum Procedural Indicators of Democratic Performance 

 
 

Indicator 

 

Procedure Measured 

 

 

Proxy Measurements 

1)  Freeness and     

fairness of      

elections 

The process of holding and 

conducting elections 

(a) Are elections held on time? 

(b) Does the opposition participate? 

(c) Do voters participate? 

(d) Is the election process considered    

acceptably fair? 

(e) Are election results indicative of voter 

preferences? 

 

2)  Primacy of   

elected 

legislature 

The process of legislation 

through elected 

representatives 

(a) Is the elected legislature responsible for 

making laws? 

(b) Do parliamentary committees scrutinize 

bills? 

 

3)  Respect for 

political rights 

  

Due process in respecting 

fundamental rights of 

citizens 

(a) Do extrajudicial killings of citizens take 

place? 

 
 

press have been generally enjoyed in Bangladesh. 

Restrictions on these, conversely, have been 

generally disliked and criticized by the broader 

public. The key behavior that characterizes 

democracy is political competition, which also can be 

assumed to be vibrant in Bangladesh. Although 

competition is restricted within political parties, 

ascent to political power at the national level since 

the early 1990s has been by and large regular, and 

subject to open, public competition, through elections 

held every five years. The third aspect, which I am 

terming ‗attitudinal,‘ is about acceptance of political 

competition.
2
 One aspect of this is the innovation of a 

―caretaker authority‖ system: three months prior to 

national elections, governments have handed over 

power to a caretaker authority headed by a Supreme 

Court Justice, which then organizes the elections and 

hands power back to the newly elected government. 

While the system is in flux now, this innovation and 

its institutionalization was an indication, between 

1991-2006, that major parties had accepted the need 

to ensure procedural fairness and neutrality in the 

competition for national power.   
 
Surveys  of   public  attitudes  also  indicate  that  the  

public, at least during the period under  study,  valued  

democracy and democratic institutions over 

alternatives by a fairly large margin.
3
 The World 

Values Surveys, conducted twice in Bangladesh in 

1996 and 2002, found that between 90 and 93 percent  

 

valued democracy as the political system. Between 

85 and 87 percent of respondents had confidence in 

the Parliament as an institution. For India and 

Pakistan, the figures were 41 percent and 73 percent 

respectively. On another question that asked whether 

―having a strong leader who does not have to bother 

with parliament and elections‖ was good or bad, 82 

percent in Bangladesh thought it was ―bad‖ or ―very 

bad.‖ The corresponding figure for India was 30 

percent and for Pakistan 59 percent.
4
 Another survey 

conducted in 2000 by IFES, a Washington-based 

research group, found that between 90 and 98 percent 

of responders believed that officials should be elected 

at all levels of government, from local to national 

(IFES 2001). The majority of citizens wanted 

conflicts to be resolved through the parliamentary 

process. In practice as well, Bangladeshis have turned 

out in fairly large numbers to vote in national 

elections: 56 to 62 percent in 1991 (depending on 

source), 75 percent in 1996, and 75 percent in 2001.  

Based on available evidence, the political culture of 

Bangladesh appears strongly supportive of 

democracy. This is the point of departure for this 

article. The task now is to evaluate, in context of this 

supportive environment, how the three democratic 

administrations have performed with regard to 

upholding the minimum constitutive procedural 

indicators or functions of a democracy proposed 

earlier.  
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Electoral Procedures 

 

From the mid-seventies to 1990, Bangladesh was 

under authoritarian rule. It was deposed during the 

surge of democratic movements around the world in 

1989-1990, and national elections were held in 1991. 

Between 56 and 62 percent of voters cast ballots, and 

elections were considered free and fair by both local 

and international observers. To ensure neutrality, 

major political parties had agreed to let one-time-only 

caretaker government (CTG) organize the elections. 

The CTG was led by a former Chief Justice of the 

Supreme Court. BNP was elected to power, winning 

140 seats and receiving 30.8 percent of the vote. 

Awami League led the opposition bench with 88 

seats, but had won 30.1 percent of the popular vote.  

 

A major setback in the elections took place later 

during BNP‘s tenure. BNP proceeded to rig a 

parliamentary by-election in 1994 to get its candidate 

win a seat vacated by the death of a parliament 

member (Chowdhury 2003: 66-68; Hakim 2006: 73-

91). The opposition parties combined and demanded 

that the one-time caretaker system be brought back to 

ensure that all future elections are free and fair. BNP 

refused the demand and the opposition decided to 

boycott upcoming elections, with legitimate fears of 

rigging. The parliament was eventually dissolved, 

and national elections were held in February 1996 

without participation by the opposition. BNP won 

289 out of 300 seats in a ―nearly voterless‖ contest in 

which only about 10 percent of the voters cast 

ballots.  In protest of the sham elections, professional 

organizations, trade unions, and wide swathes of the 

civil society began a non-cooperation movement 

against the government, in which even traditionally 

apolitical organizations like national chambers of 

commerce participated (Kochanek 1997). Finally, a 

section of civil servants refused to cooperate with the 

BNP-led government, and the government fell.  

 

Holding one-sided elections in February 1996 was a 

severe blow to democratic performance, as the 

elections failed all of the proxy measurement criteria 

we had laid out. In the period of uncertainty after the 

fall of the government, there was even a small-scale 

attempt, in May 1996, at a military coup. The 

positive trend underneath was the attempt by the 

voting public to preserve democratic institutions and 

values. It is telling that only about 10 percent of 

voters participated in the February 1996 elections, 

indicating a rejection of an electoral contest deemed 

closed and unfair. 

 

In view of a nation-wide demand for fair contest, 

BNP agreed to support the institutionalization of a 

caretaker government to organize every national 

election.
5
 Fresh elections were held under a caretaker 

government in June 1996, with 75 percent voter 

turnout. Awami League (AL) was elected to power, 

winning 137 seats. BNP was a strong opposition, 

obtaining 104 seats. The elections were widely 

deemed free and fair. At the expiry of its term in 

2001, AL handed over power relatively smoothly to 

another caretaker authority. In the 2001 elections, in 

which turnout was about 75 percent, power rotated 

back to BNP, which allied itself with the right-wing 

party Jamaat-e-Islami. The 2001 elections, however, 

were held amid a high degree of violence that 

claimed 150 lives, many of them religious minorities, 

who usually are supportive of the more progressive 

Awami League. Most international observers, 

however, considered the results generally acceptable, 

even with violence and irregularities. A crisis again 

arose at the end of BNP‘s tenure in 2006 when  the 

party compromised the integrity of the system by 

handpicking a favorably-disposed Chief Election 

Commissioner and installing a biased chief of the 

caretaker government by first increasing the 

retirement age of the Chief Justice of the Supreme 

Court, and then handing the job over to the President 

(who was appointed by BNP) extraconstitutionally. 

In addition, it rigged the voter registration process to 

inflate numbers in its support. With legitimate 

concerns about electoral rigging, the opposition once 

again combined en masse, eventually creating a 

political deadlock that paved the way for the 

declaration of a state of emergency and a military 

takeover.  

 

Legislative Procedures 

 

The first democratic government in 1991 was sworn 

in with enormous public optimism. The opposition, 

as well, began to work constructively inside the 

parliament. Proceedings and debates of the 

parliament were carried regularly on radio, and 

listened to and debated intently around the country, 

demonstrating a level of political enthusiasm rarely 

seen even in more mature democracies. By the mid-

1990s, however, the government began to sidestep 

the parliament and resort decision-making 

increasingly in a core group within the executive. 

Between 1991 and 1996, more than one-third of the  

bills were enacted through executive ordinance rather 

than the legislative process. In addition, despite 

opposition demands, bills were not submitted to 

bipartisan parliamentary committees; in fact, 
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committees scrutinized only seven out of the 173 

bills passed during this time (Ahmed 2003). After the 

rigged by-elections, the opposition left the parliament 

and took to the streets.  

 

Once the 1996 elections under a caretaker authority 

were completed, both the parties returned to the 

parliament (known as the Seventh Parliament), with 

AL heading the government. The initial year and a 

half of the Seventh Parliament went well. Toward the 

end of 1997, however, the opposition (BNP) began 

agitation to withdraw a variety of corruption cases 

brought against leading BNP leaders, and began 

calling for the overthrow of the government. But 

apart from periodic walkouts and absences, 

parliamentary politics continued, largely due to the 

willingness of the government to work within 

parliamentary parameters. 97 percent of all bills were 

promulgated through the parliament during 1996-

2001, in sharp contrast to the trend in 1991-1996. 

Moreover, every bill was scrutinized by relevant 

parliamentary committees (Ahmed 2003: 64). 

 

By 2000, however, parliamentary processes became 

more confrontational again as parties began to 

prepare for elections. After the Eighth Parliament 

went into session following the 2001 elections, the 

newly elected BNP government exhibited a strong 

trend toward centralization of decision-making. A 

year and a half passed before the administration took 

the initiative to form parliamentary committees. 

According to a newsletter published by the 

opposition parties in May 2003, the government 

submitted none of the 54 laws passed by the Eighth 

Parliament for scrutiny by relevant parliamentary 

committees. AL also charged that out of the 111 

discussion notices given at the Parliament of urgent 

matters of public importance, 104 that were 

submitted by AL members were disallowed (Awami 

League 2003). Newspapers also published reports 

about a quorum crisis due to an ―unmatched record of 

absence.‖ In 2001, The Daily Star reported that most 

of the younger members of the treasury bench had 

stopped coming to the parliament (―Parliament 

Activities,‖ The Daily Star, 2 December 2001). In 

2004, another analysis noted that for the first time in 

history, parliamentary proceedings had to be 

canceled, due to a lack of quorum (Mondal 2004). By 

2005 the quorum crisis had become ―chronic,‖ 

according to a report by Transparency International, 

Bangladesh (2006: 2). By this time, the opposition 

party had resigned to the fact that the Parliament had 

been handicapped deliberately, and they thus began 

to boycott the parliament. 

Full parliamentary statistics from this period are not 

available yet, but qualitative evidence support the 

partial data cited above. The main reason that the 

parliament had ceased to operate effectively is that 

the hub of national decision-making was shifted 

elsewhere through several dramatic rounds of 

centralization of power. Soon after BNP‘s electoral 

victory, a cabal of ‗21 Young Turks‘ led by the Prime 

Minister‘s son Tareq Rahman and responsible for 

BNP‘s electoral strategy began to exercise authority 

over much of the party‘s affairs. This occurred 

despite dissatisfaction by senior elected leaders. Even 

cabinet ministers complained that they were 

powerless and that decisions were being made 

―elsewhere‖ (Jahan 2003). In June 2002, this faction 

further sealed their authority by orchestrating a 

palace coup, first retiring the Chief of Army Staff, 

then forcing the country‘s President, Badruddoza 

Chowdhury, who was also the senior-most BNP 

leader and its co-founder, to resign from both the 

party and the presidency, and the next day, securing 

the appointment of the Prime Minister‘s son as the 

Joint Secretary-General of the party (Habib 2002). 

This placed him effectively as second-in-command, 

after his mother. In 2004, furthermore, this group 

initiated a reorganization of the district-level 

committees of the party to consolidate their authority 

over the local branches. In August 2005, violent 

clashes erupted within BNP in 35 districts around the 

country, prompted in part by this group‘s interference 

in the local branches without consulting experienced 

party leaders. Local members of the parliament were 

usually not privy to the process of recasting the local 

branches of the party (―BNP Dates with Disaster,‖ 

The Daily Star, 3 August 2005). 

 

Throughout the 2001-2006 period, the opposition 

raised in both the parliament and other public forums 

issues about the ‗non-representative and non-

accountable‘ nature of decision-making within the 

government, claiming that Hawa Bhaban, the office 

of the Prime Minister‘s son and his group, was ―the 

de facto seat of power‖ in the country.
6
  In April 

2004, in protest of major decisions emanating from 

Hawa Bhaban instead of the parliament, the 

opposition tried to organize a picket of Hawa 

Bhaban, which the police suppressed, injuring 200, 

and arresting 2,000. Much of the civil society and the 

media also began to criticize the shadowy role of this 

group and its support by Prime Minister Khaleda Zia. 

Even parliament members of BNP have complained 

that it was ―impossible to speak about Hawa Bhaban 

before the Prime Minister‖ (―BNP Bigwigs Wary,‖ 

The Daily Star, 21 January 2004). In the crucial 
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negotiations that went on between BNP and AL 

about reforming the electoral system between 

October 2006 and January 2007, the BNP General 

Secretary, aside from sitting with the rest of the 

party‘s senior leadership, conferred one-on-one with 

the Prime Minister‘s son for approval, reflective of 

his authority.
7 

 

The elevation of this group may seem as though it 

was simply a re-organization within BNP, with 

effects limited to internal party affairs. Its underlying 

significance, however, was to bypass both the 

parliament and the formal executive as decision-

making authorities, removing access for opposition 

parties as well as the public in general. This was 

reflected in the ‗quorum crisis‘ and other 

parliamentary statistics that indicate that legislative 

supremacy in the country had been compromised 

severely even before the emergency takeover in 

January 2007. 

 

Rights-Related Due Process 

 

During the first democratic administration of 1991-

1996, the human rights situation in Bangladesh 

worsened after the AL-led opposition quit the 

parliament in the wake of rigged by-elections in 

1994.  The Awami League‘s subsequent agitation and 

the government‘s hard-line methods of repression 

contributed to a rapid deterioration of law and order: 

by one count in 1995, more than 5,000 violent 

crimes, including 1,100 murders and political 

assassinations, took place, the highest such figures in 

the country‘s history till then (Hossain 1996: 199). 

On average, government agents killed 41 people 

extrajudicially per year between 1993-1996.
8
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The situation improved considerably in the next 

administration. Between 1996-2001, the number of 

extrajudicial deaths, including deaths in custody, fell 

to 19 per year on average, half the level of the 

previous administration. Importantly, the government 

was also able to sign a peace treaty that ended a 

decades-long insurgency in the tribal mountainous 

area of Chittagong Hill Tracts, which had been the 

region that had suffered the most systematic human 

rights violations in the country.  

 

 

The situation then took a sharp turn to the worse, as 

shown in Figure 2. In the three months immediately 

following the 2001 elections, the BNP-Jamaat-e-

Islami alliance, who had won the elections, went on a 

rampage, especially against Hindus and other 

minorities for their support of Awami League. 

According to many investigative reports in the local 

media as well as international human rights 

watchdogs, such attacks included killings, public 

assault, rape, looting of minority homes, and 

destruction of temples and properties, in the wake of 

which up to 20,000 Hindus fled the country (Human 

Rights Watch 2003, Refugees International 2003).  

The opposition also refused to accept the election 

results, and their protests were met with mass arrests. 

Terrorism against the opposition increased 

significantly, and peaked in 2004-2005, when several 

bomb attacks, targeted at the opposition leadership 

claimed the lives of senior opposition members, 

including the finance minister of the previous 

government. In one particularly brutal incident, about 

a dozen grenades were hurled at an opposition rally 

organized in downtown Dhaka to protest violence 

and attended by the entire senior leadership of the 

Awami League. The attack killed 22 opposition 

leaders and activists and injured about 200. In none 

of these incidents did investigation result in any 

significant breakthroughs, raising questions about the 

government‘s possible complicity (Karlekar 2005; 

also New Age, 20 August 2005; The New Nation, 10 

December 2005). Freedom of the press was also 

violated considerably. As chronicled by Reporters 

sans Frontiérs (2005), for the three years between 

2002 and 2005, ―Bangladesh was the country with 

the largest number of journalists physically attacked 

or threatened with death.‖ 

 

The violence correlated also with expanded 

extrajudicial authority taken by the government. In 

2002 the government asked the Army to recover 

illegal arms and ammunition. ―Operation Clean 

Heart,‖ begun in late 2002, recovered some arms, but 

resulted in more than 40 deaths due to use of 

excessive force (Jahan 2004: 59). An elite police 

force, called the Rapid Action Battalion (RAB), was 

created the following year and was allowed to 

operate outside traditional judicial oversight. 

Extrajudicial killings by the police jumped to over 

147 in 2004 and over 300 in 2005 (Amnesty 

International 2005; Buerk 2005). On average, 

between 2001 and 2006, the tenure this 

administration, extrajudicial killings by government 

agents spiked to 178 per year, by far the highest in 

the three periods under study.  

 

Summary 

 

Bangladesh has had regular national elections 

between 1991 and 2006, which were by and large 

free and fair, and which resulted in rotations in power 

between the two major political parties, the center-

right BNP and the center-left Awami League. But 

democratic performance has varied considerably 

through the three administrations. Figure 3 below 

summarizes the trends in minimal procedural 

indicators of democratic performance between 1991 

and 2006. 

 

The variation in performance, as can be seen from 

Figure 3, raises considerable doubts about the 

consolidation of democracy in Bangladesh, with the 

polity facing the duality of a potential failure in the 

institutionalization of democracy despite widespread 

public support for democratic institutions. The 

administrations during 1991-1996 and 2001-2006 

fared worse than the administration in 1996-2001. 

The last tenure, from 2001-2006, was responsible for 

a virtual breakdown in the parliament and the state‘s 

respect for basic rights. On top of that, BNP‘s designs 

to engineer elections and the opposition‘s street 

violence in protest are what eventually led to the 

promulgation of emergency rule. But the suspension 

of rights and the revision of procedures during 

emergency means that the institutions of democracy 

were battered yet again, and they are yet to stabilize 

into a permanent form. On the other hand, the fact 

that procedural indicators were comparatively 

positive during the AL administration in 1996-2001, 

in addition to the existence of public support for 

democracy, provides some grounds for optimism 

about democratic consolidation in future, provided 

that free and fair elections are held as promised in 

2008, and most importantly, that existing democratic 

institutions, however fragile, are not replaced with 
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untested systems designed to entrench newly vested 

interests.  

 

Further structured research into several questions on 

democratic performance in Bangladesh will be 

fruitful. One involves the issue of representation. 

While democracy and authoritarianism in general 

have received some attention from scholars studying 

Bangladesh, representation and its practice both 

locally and nationally is a large research gap. A better 

understanding of representation is necessary to 

understand the reason for variations in democratic 

performance as well as to inform institutional design. 

A second area concerns the performance indicators. 

While the focus here has been to propose and analyze 

indicators that can be considered minimal and 

procedural, opportunities exist in extending the set of 

indicators both in breadth (adding additional criteria) 

and depth (moving from procedural to substantive 

practices). Such exercise, however, would need to be 

conducted with care, since extensions in definition 

and measurement can be fraught with problems with 

specification and precision. A third area is to delve 

deeper into local level variations in specific 

performance criteria, such as electoral fairness or 

human rights. This will also increase the potential 

size of observations from three (the three periods 

under study here) to almost nine hundred (three 

periods times three hundred constituencies), which 

will certainly yield a rich trove of empirical data and 

hitherto undetected patterns. 
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Endnotes 

 

1. On the strengths and weaknesses of various 

datasets on democracy, including these two, see 

Munck and Verkuilen (2002). 

 

2. On a slightly different distinction between 

behavioral and attitudinal bases, see Linz and Stepan 

(1996). 

 

3. See the World Values Surveys, conducted in 

Bangladesh in 1996 and 2001, available online at 

www.worldvaluessurvey.org. See also the survey 

done by IFES (2001). 

 

4. World Values Survey, data accessed online at 

www.worldvaluessurvey.org. The surveys for India 

and Pakistan cited here were conducted in 2001. 

 

5. For more on the politics leading to the formation 

of a caretaker authority, see Zafarullah and Akhter 

(2000). 

 

6. See reports of parliamentary proceedings and 

numerous other public statements by the opposition 

throughout this  time in many newspapers. 

Examples include The Independent, 26 October 2004; 

The Daily Star, 19 June 2005; The New Age, 20 

August 2005; The Daily Star, 12 September 2005; 

The Daily Star, 1 November 2005; The New Nation, 

10 December 2005; The Financial Express, 1 March 

2006; Bangladesh Today, 18 May 2006; The 

Financial Express, 11 July 2006; The Daily Star, 7 

September 2006. 

 

7. On these meetings, see the cover stories in The 

Daily Star between 28 September 2006 and 5 

October 2006. 

 

8. The estimates for extrajudicial killings are my 
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calculations, based on the mid-range of numbers 

cited in annual  reports by Amnesty International, 

Human Rights Watch, and the US Department of 

State. The estimate includes deaths from direct 

application of force on civilians by the police, the 

paramilitary, and the military, plus the number of 

questionable deaths in custody, which human rights 

organizations usually attribute to torture. 
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Democracy in Bangladesh: From Crisis to Sustainability 

 
Haider A. Khan 

 

Abstract 

 
The main purpose of this paper is to examine the problems of democratization in Bangladesh in light of the crises of 

governance in that country in the 21
st
 century. The theoretical framework is a somewhat novel theory of deep 

democracy from a political and social economy perspective. However, the major emphasis is on understanding the 

problems of democratization in Bangladesh concretely in light of the theory. The theory of deep democracy makes a 

distinction between formal aspects of democracy and the deeper structural aspects. In order for democracy to be 

deep, democratic practices have to become institutionalized in such a way that they become part of normal life in a 

democratic society. Cluster conditions for deep democracy include both cultural-political and socio-economic 

conditions. 

 

Clearly, even formal democracy has at best been fragile in Bangladesh and political crises have endangered even 

this modest prospect in the 21
st
 century. However, social and political resources do exist within Bangladesh to make 

a viable attempt at restoring formal democracy and to take further steps to strengthen and deepen democracy there. 

Without underestimating the difficulties, the paper outlines a strategic agenda for the future.

 

Introduction 

 

In times of crisis, there is an almost irresistible 

temptation to make pessimistic prognoses. Such 

pessimism is associated with an attitude that is 

supposed to reveal a hard headed realist‘s approach 

to the messy world of politics and economics. 

However, much of the hand wringing and dire 

predictions do not rely on anything beyond a 

generally dark and pessimistic outlook. Tragically, if 

there is enough darkness of outlook among large 

numbers of people, the dire predictions can become 

self-fulfilling. To avoid such tragedy, a sober, 

analytical approach that makes the best humanly 

possible attempt to take into account all sides of a 

complex crisis is necessary. It is also useful to look at 

the present in light of reasonable social scientific 

theories and an adequate historical perspective. 

 

This short essay cannot offer the depth or breadth that 

will be necessary to deal with the crisis of democracy 

in Bangladesh in all its various details. However, it   

will make a serious and sincere attempt to alert the 

readers to the above two requirements of a realistic 

analysis of the problems by offering enough details to 

suggest solutions that will be viable. The great 

American philosopher John Dewey reminded his 

audience many years ago that the problems of 

democracy demand more, not less democracy. 

Dewey was writing at a time of deepening crisis in 

post WWI Western world when fascism was 

threatening democracy in an ominously aggressive 

and militant manner. Like Dewey, I will argue in this 

time of grave crisis in Bangladesh that what we need 

and can work towards is a deeper form of democracy 

in Bangladesh. Since others have already written 

informatively about the current situation, I will not 

spend much time on these details. Rather, I will ask 

the question: what are the deepest roots of the current 

crisis? Based on at least a partially adequate answer 

to the question we can move forward towards at least 

a partially adequate solution. But before engaging in 

such an analysis it is important to remind ourselves of 

some of the underlying strengths of Bangladeshi 

society,  even as people despair, or perhaps 

especially as they despair. 

 

The main purpose of this paper then, is to offer an 

analysis of the deepening crisis of democracy in 

Bangladesh that can contribute towards building a 

movement for sustainable democracy in the future. I 

try to do this by drawing upon and applying a 

somewhat novel theory of deep democracy from a 

political and social economy perspective. The theory 

of deep democracy presented here makes a 

distinction between formal aspects of democracy and 

the deeper structural aspects. In order for democracy 

to be deep, democratic practices have to become 

institutionalized in such a way that they become part 

of normal life in a democratic society. Cluster 

conditions for deep democracy include both cultural-

political and socio-economic conditions. The interest 

in this paper is on applying the theory to find 

concrete conditions for the viability and sustainability 

of democracy in Bangladesh beyond the crisis 

solving mode of behavior.
1
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The paper is structured as follows. After offering a 

brief description of the background to the current 

crisis in the next section, I discuss some of the 

strengths of Bangladesh. Then follows outlines of 

some of the present and persistent difficulties. Thus a 

realistic if still incomplete assessment of the 

problems and prospects for democracy in Bangladesh 

becomes possible. I then offer a set of questions that 

outline the minimal conditions for revitalizing 

democratic politics. Going further, I discuss the 

meaning of the political and social economy 

approach to deep democracy as I use this term.
2
  

The deepening of democracy in Bangladesh, it is 

argued, is the only way of preserving and sustaining 

democracy there in the long run.
3
 

 

A Brief Background 

 

Bangladesh‘s political system remains highly fragile. 

In its 2007 democracy index, the Economist 

Intelligence Unit characterized Bangladesh as one of 

54 ―flawed democracies‖ worldwide on the basis of 

several indicators, including electoral politics, 

functioning of government, and civil liberties. In 

Bangladesh, elections tend to create immense civil 

unrest. Leaders of the two main political parties, the 

Bangladesh Nationalist Party (BNP) and the Awami 

League (AL), invoke countrywide hartals (general 

strikes), which paralyze Bangladesh‘s already 

delicate economy for days or weeks at a time. 

Bangladesh‘s elections produce considerable 

violence. During the 2001 election cycle, nearly 400 

people were reported killed and over 17,000 injured, 

mainly in street clashes between supporters of rival 

parties. In 2007 also many election-related deaths and 

hundreds of injuries had already been recorded before 

the present situation developed.  

 

The basic premise for holding free and fair elections 

in Bangladesh has been that impartial individuals will 

manage a ―non-party‖ caretaker government and 

oversee polling during an interim period between 

elected regimes. However, in practice, Bangladeshi 

politics became dominated by the rivalry between the 

Bangladesh Nationalist Party and the Awami League. 

The current crisis began when the BNP-led four-party 

coalition and the AL-led opposition fourteen-party 

alliance could not agree on the neutrality of the 

proposed Chief Advisor, CEC, and several members 

of the Election Commission. It could be said that 

President Iajuddin Ahmed fueled the crisis further by 

ignoring constitutional directives and naming himself 

Chief Advisor, an act unacceptable to the AL because 

he had been a political appointee of the BNP. It could 

be said that the persistence of corruption, 

authoritarianism and what at times seems almost like 

a blood feud between the leaders of BNP and AL 

underlay the complex reality that has now been 

temporarily resolved through means that are 

nondemocratic. But given the depth of popular 

disgust at the travesty of democracy by the political 

elite, the anti-corruption drive of the current regime 

in particular is understandably supported by a wide 

spectrum. The problem that will not go away, 

however, is that of the transition to genuine 

democracy in Bangladesh. Before addressing the 

complex issues raised by this problem, a few remarks 

on the rise of Islamist extremism are called for, since 

this is often used as a key reason--particularly by 

some in the donor community--for even 

undemocratic rule that can suppress successfully the 

tendency of Islamist extremism. Since Bangladesh is 

still highly dependent on foreign aid (which is largely 

misused) this is an important issue. 

 

It cannot be denied that since the secularist days of 

the liberation in 1971 and the mass movements 

before that, Bangladesh‘s wayward politics has given 

way to rising Islamic fundamentalism. The BNP 

included two Islamist parties in its four-party 

coalition for the 2001 elections. The support for those 

parties was statistically significant: together they won 

20 of the 300 seats in parliament. Both have 

platforms expressly calling for the eventual 

dissolution of the country‘s democracy in favor of a 

government based on sharia (Islamic law).  

 

Increasingly, the activities of Islamist extremists have 

become a cause for concern. A Bangladeshi was one 

of five signatories to Osama bin Laden‘s 

fatwa( religious declaration) in 1998 calling for jihad 

on America and its allies. Within Bangladesh, attacks 

against secularist politicians (including an 

assassination attempt on Sheikh Hasina Wajed, the 

AL leader), journalists, and progressive citizens has 

occurred. On August 17, 2005, over 450 bombs 

exploded nearly simultaneously in 63 of 

Bangladesh‘s 64 governing districts. Leaflets were 

found in many of the bombing sites, calling for the 

abrogation of Bangladesh‘s constitution and 

installation of a sharia-based government. The 

groups that claimed responsibility--Jamaat ul-

Mujahideen Bangladesh (JMB) and Jagrata Muslim 

Janata Bangladesh (JMJB)-- are Islamist extremists.  

 

Although Islamist extremists are attempting to 

reverse the long struggle for democracy and 

secularism in Bangladesh, I will argue in the next 
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section that there are resources within Bangladesh for 

a renewal of democracy which, with appropriate 

support from democratic forces abroad, can defeat 

the Islamist extremists. There is no reason for us to 

throw away the baby of democracy with the 

bathwater of Islamist extremism. We may be going 

through a strange baptism for our democratic future. 

The conflict can be resolved in democratic terms by 

strengthening the forces of democracy as I argue 

below. 

 

Internal Historical Strengths and Prospects for 

the Deepening of Democracy in Bangladesh 

 

Bangladesh is not yet an unqualified failure. It has a 

free press. The press is not only formally free but is 

strong and established with many dedicated 

journalists who are building an important part of our 

civil society. In spite of serious mismanagement, the 

annual economic growth has generally been (in GDP) 

of 5% or higher during the last decade. During my 

tenure at the Asian Development Bank, I wrote 

several reports on the economic prospects of 

Bangladesh. On the basis of these close empirically-

based studies, it is possible to argue with some 

confidence that the development prospects of 

Bangladesh are favorable once the obstacles that I 

will soon discuss are removed gradually. The 2006 

Nobel Peace Prize was awarded to Bangladesh‘s 

Muhammad Yunus for his innovative microcredit 

programs to help the poor establish small business 

ventures. Along with other efforts such as a 

successful population planning policy, initiatives like 

Yunus‘s Grameen Bank have enabled the country to 

outperform other developing countries in poverty 

reduction. Bangladesh is also making progress 

towards meeting at least some of the UN‘s 

Millennium Development Goals.  

 

I will briefly outline these and some other strengths 

of Bangladesh before moving on to a discussion of 

the more serious problems that have impeded its 

political, economic and social development so far.  

 

Strengths of Bangladesh 

 

1. Relatively homogeneous population—with some 

important minorities whose rights need better 

protection. 

 

2. Largely secular and tolerant of others 

historically with some problems that are of 

largely post-1975 origin. 

 

3. A generally growing and diversifying economy 

with natural gas deposits ( which must be used 

properly). 

4. Good progress in communications and 

gradually- improving physical infrastructure. 

 

5. Success of micro-finance and other poverty-

reduction policies, relatively speaking. 

 

6. Success of population-control policy. 

 

7. An increasing number of semi-skilled workers 

inside Bangladesh and large number of skilled- 

and semi-skilled workers abroad 

 

8. Accumulated knowledge and experience 

domestically, human resources in national and 

international NGOs, in various academic and 

other professional fields. 

 

9. From a historical perspective, the popular 

culture, consciousness and social practices have 

on the whole been and largely remain even 

today free from dogmatism, rigidity and 

intolerance. For Bangalees, these negative traits 

have characterized to this day only a minority. 

Unfortunately, such a minority with power and 

means of destruction can be quite oppressive. 

However, it is only fair to say the majority of 

Bangalees do not support such destructive 

oppression. This statement is supported by the 

evidence of recent overwhelming support for 

effective anti-corruption policies. 

 

10. A history of struggle against superior but unjust 

state power both during the British Raj and the 

Pakistani regime. The fact that these struggles 

were successful suggests that Bangladesh has 

the resources for political renewal within the 

polity and society. However, we must ask 

seriously what the preconditions for such 

renewal are. 

 

Some Strategic Problems of Development of 

Democracy in Bangladesh 

 

I will first list five problems that I consider to be of 

greatest concern. I then discuss one issue regarding 

the existing political culture that is of strategic 

importance as well as in moving beyond crisis-driven 

solutions. Finally, I raise ten questions which suggest 

some strategic areas of focus for our progressive civil 

society and political forces. 
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My list of key problems is as follows: 

 

1. Problem of parliamentary constitutional politics 

--representative democracy and its limits; 

 

2. Problem of economic justice, class, gender, 

ethnic and religious minorities; 

 

3. Problem of social stratification and 

differentiation including the divide among the 

newly rich and those who are being left behind; 

 

4. Problem of creating a vigorous Civil Society; 

 

5. Problem of linking with the democratic forces 

internationally and delinking with the 

antidemocratic forces. 

 

All these problems have remained unsolved or very 

partially addressed at best in the last few decades for 

many complex historical reasons that are subjects of 

intense debate. Without engaging in this exercise 

(which is valuable, but not central to my purpose), I 

want to draw attention to the problem of creating the 

right ―political and civic culture‖ without which 

democracy cannot function anywhere in the world. I 

do this not because I believe that culture is fixed as 

our genes are, but in the knowledge that however 

difficult it may be to create it, culture is a human 

creation. Therefore, though difficult, the existing 

culture can be changed for the better. Furthermore, 

there are indigenous resources including--as Amartya 

Sen and others have emphasized--a tradition of public 

reason and arguments. Nevertheless, it must be 

admitted that the process of creating a democratic 

culture will be a long and protracted process. 

 

Probably, the best characterization of this problem at 

a visceral level comes from Ahrar Ahmad. As he puts 

it: 

 

―The ―problem‖ of Bangladesh is not one about 

which party governs, but what political class most of 

our leaders come from, and the behavioral/attitudinal 

patterns they represent. We live in an environment of 

conspicuous consumption by the elite, a culture of 

arrogance, cynicism, and bullying where the ability to 

circumvent the laws is claimed as a hallmark of status 

and power, an atmosphere that has led to the 

criminalization of politics and the politicization of 

crime. Our leaders impugn the patriotism of anybody 

who disagrees with them, use the word ―conspiracy‖ 

as a weapon in their demagogic repertoire, and hound 

the opposition (whoever it may be) with sneering 

impatience and petty vengefulness.‖ 

 

There is often a contradiction between the rhetorical 

flourishes they employ and the personal examples 

they set. For instance, they will speak about the need 

to preserve the Bangla language and culture with 

seeming passion, but will send their children to 

English medium schools; they will cry themselves 

hoarse warning us about environmental crisis, but 

build high-rise buildings without any concern about 

their impact on urban blight; they will be eloquent 

about the need for moral clarity, but will have no 

problems winking their way through the ethical 

thicket of institutionalized graft and bribery; they will 

decry the politics of agitation, confrontation and 

brinkmanship, but engage in it themselves at the first 

opportunity; they will glorify the democratic process, 

but then undermine the parliament; they will loudly 

proclaim that religion is a private matter and there 

must be a wall of separation between mosque and 

state, but will make sure that their visit to Saudi 

Arabia and their participation in religious functions 

are widely publicized; they will forever express their 

solidarity with the people, but not care about the 

suffering their public policies or political strategies 

impose on them; they will be eloquent in defense of 

freedom of the press, but attack journalists and file 

cases against them if their investigations cut close to 

home; they will encourage political constancy and 

ideological commitment in others, but themselves 

function in a system of shabby bickering and horse 

trading, fluid alliances and fungible loyalties, and be 

chameleon-like in their ability to change color and 

direction depending on immediate advantage and 

opportunity. The political elite dismisses concerns 

about intellectual honesty or charges of hypocrisy as 

the work of, what else, ―conspirators‖. They seek 

power, and are not bothered that they do not have 

moral authority. There are, of course, striking and 

outstanding individual exceptions …However, 

generally, they have collectively helped to institute a 

system to ―crony capitalism‖ through the formation 

of a ―klepto-patrimonial‖, rent-seeking predatory 

state, which has not ―failed‖ but has probably been 

―struggling‖ for some time. In the hands of the same 

leadership class, it is destined to continue in the same 

direction. If we leave the foxes to guard the hen 

house, does it matter what party comes to power, that 

administrative changes are instituted, and what 

procedures are put in place?
4
 

 

We need to find credible means to change the 

political culture within which we function. Most 

importantly, we need to take the first steps today to 
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change the attitudes, values and practices of our 

political elite. Unless this can be done, the long term 

viability of democracy in Bangladesh will remain 

doubtful. With this in mind, I now pose ten strategic 

questions that we need to answer to make the 

prospects for sustainable democracy credible.  

 

Some Important Questions for the Development of 

Democracy in Bangladesh 

 

1. How to offer security of life, liberty, personal 

property of citizens and property of corporate 

bodies in the civil society and the state? 

 

2. How to ensure that justice is done and that the 

situation does not deteriorate into cycles of 

political retribution and revenge? 

 

3. How to establish and preserve the integrity of the 

electoral process? 

 

4. How to make the parliamentary process 

effective? 

 

5. How to ensure optimal social investment for 

infrastructure, industrial and overall human 

development? 

 

6. How to make the bureaucracy, the armed forces 

and police accountable? 

 

7. How to empower people and make local 

government more effective in delivering 

services? 

 

8. How to control corruption and greed 

systematically by strengthening an independent 

judiciary and enforcement? 

 

9. How to reform the educational system so that 

productive and politically aware citizenship is 

the end result? 

 

10. How to reduce poverty through overall human 

and sustainable development so that the poor can 

participate meaningfully in the overall 

development process? 

 

Strategic Steps for Checking Crony Capitalism 

and Building an Environment for Democracy 

 

Undoubtedly, some of the steps that are being taken 

currently--- particularly, the anti-corruption drive--- 

are correct both tactically and strategically. However, 

the longer term danger for democracy is precisely 

that without a continuous and valid consent of the 

governed and viable institutions of democracy, such 

practices will become paternalistic at best. In the 

worst case, degeneration into a dictatorial stance can 

not be ruled out. What exists now is a window of 

opportunity for beginning serious reforms with the 

ultimate goal of building a strong civil society and 

democratic political culture. Five areas seem 

particularly important. 

 

1. Deepening civil liberties while carefully 

defining hate speeches and clerical and other 

forms of fascism and punishing the 

advocates of these tendencies. The issues 

here are indeed very subtle and care must be 

taken to protect fundamental rights;
5
 

2. Building alliances with the poor and middle 

peasants, workers, students and 

professionals with a platform of a justly 

regulated and limited market-based 

economy which will promote the social 

capabilities of all with equity; 

3. Protecting our national resources and 

infrastructure by dealing with outside 

influences and sources on the basis of 

popular national sovereignty; 

4. Instituting good governance practices from 

below and corporate governance to make 

businesses and financial firms accountable. 

5. An overhaul of the major political parties by 

retiring the corrupt politicians and bringing 

to the fore other honest patriotic forces. 

 

In order to do this, a clear declaration of intent by a 

government for national unity which will relinquish 

its power to the democratic forces after a limited time 

is urgently required. Much concrete discussion needs 

to be focused on this particular issue. At the 

minimum level, a genuine commitment to secularism 

and democratization can be the starting point for a 

meaningful dialogue. 

 

The remainder of this essay discusses some 

methodological and theoretical issues raised by the 

above discussion before concluding that the 

deepening of democracy is the only way to preserve 

democracy in Bangladesh in the long run.  Although 

such a discussion may seem ―merely theoretical‖ at 

this point, without a reasonable theory of democracy 

to guide the practice, the tragic history of the last few 

decades since our historic victory in the liberation 

war is likely to be repeated. In order not to squander 

once again a genuine opportunity to democratize, we 
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must ask some deep questions about the political and 

social economy of democracy in Bangladesh. 

 

The Meaning of Political and Social Economy 

Approach and Conditions for Deep Democracy 

 

By the political economy we mean the classical 

state ,and civil society and their interactions. By 

social economy we mean the underlying social basis 

of the political economy including the family 

structure.  

 

Khan (1994, 1998, 2007) presents deep democracy as 

a structure in addition to formal democratic apparatus 

such that the practice of such democratic life can be 

reproduced with the basic values intact. Change is not 

precluded. But all such changes should deepen 

democracy, not weaken it. Deep democracy in this 

sense is intimately connected with economic and 

social justice. Ultimately, it calls for a transition to a 

culture of creativity, diversity and tolerance. 

 

In order to make such a concept of democracy with 

full economic and social justice tenable, however, at 

least a cluster of conditions connected with 

deepening democracy must be realized (Khan 1994, 

1998). The following is a list of such cluster 

conditions. It can be seen from a broad perspective 

that these can be divided into three categories: 

economic, political and social-cultural. As discussed 

below these are somewhat overlapping categories and 

some conditions indeed belong to more than just one 

of these categories. However, complex categories 

meant to capture as much of a complex reality as 

possible are often of this nature.
6 

 

Cluster Conditions for Deep Democracy
7 

 

1. Ending of economic and other status inequalities; 

 

2. Public emphasis on furthering democratic 

autonomy, internationalism, and individuality; 

 

3. Adequate incomes for all socially recognized 

work, as well as for children, the handicapped, 

the aged, and others not able to work in order to 

promote equality of capability; 

 

4. Respect for and articulation of differences in 

public life and within parties; 

 

5. Downward democratic congruence of and within 

ordinary social institutions, including work place 

democracy; 

6. Debate over the history and future of the 

movement- the nature of deep democracy – in 

neighborhood assemblies and schools 

 

7. Cultivation of respect for civil disobedience, 

strikes, and other acts of protest on major public 

issues; 

 

8. Integration of local and national leaders into 

features of ordinary economic and political life 

and creation of arenas for criticism; 

 

9. Curtailment of all direct political intervention in 

the arts, religion, and personal life; 

 

10 Establishments of independent judicial, policy, 

communication and electoral review bodies; 

 

11. Diversity of perspective in communications and 

education; 

 

12. Use of differential, serial referenda on central 

issues; 

 

13. Public funding of issue-oriented committees as 

well as parties; 

 

14. Takeover of some security and civil judicial 

functions by neighborhood or regional 

democratic associations; abolition of centralized, 

especially secret police powers and units; 

 

15. Universal public service, military or community; 

restructuring of armed forces in a defensive, 

civilian-oriented direction; removal of 

authoritarianism of rank and status, and 

institution of democratic unit organization, 

allowing serious discussion of policy; 

 

16. Proportional representation of parties; 

 

17. Abolition of patriarchy; 

 

18. Adoption of democratic child-rearing practices; 

 

19. Full freedom of social intercourse of diverse 

groups; 

 

20. Full freedom of diverse cultural expression; 

 

21. Encouragement of the arts and varying modes of 

expression so that every individual can 

experience and struggle with the challenge of 

non-dominating discourse; 
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22. Practice of radical forms of individual and group 

subjectivity leading to what Guattari has termed 

the molecular revolution
8 

 

23. Adoption of technology and innovation systems 

which will reinforce the conditions above, rather 

than undercutting them. 

 

As mentioned before, the list of cluster conditions 

above contains overlapping categories which can be 

broadly classified as economic, political and social-

cultural. For example, ending of economic and other 

status inequalities is a largely economic but also a 

political and social-cultural project that will have to 

be sustained over a long period. By way of contrast, 

item number 3--adequate incomes for all socially 

recognized work, and for the handicapped, the aged, 

and others not able to work in order to promote 

equality of capability is a broadly economic project 

as Sen and others have characterized it. Item number 

10--establishment of independent judicial, policy, 

communication and electoral review bodies--is 

largely a political project whereas item numbers 20 

and 21 are clearly social-cultural in nature. 

Deepening democracy is thus an integrated process 

where all the dimensions of social life are implicated. 

These diverse processes must work together and 

reinforce one another. 

 

It may also be useful to clarify and elaborate upon the 

idea of social capabilities which are also intimately 

related to rights (see footnote 9 below) in condition 3 

above. We can summarize following Nussbaum and 

Sen and give a social interpretation of all the 

capabilities as in Khan (1998): 

 

Summary of Social Capabilities
9 

 

1. Being able to live to the end of a complete 

human life, as far as possible. 

 

2. Being able to be courageous. 

 

3. Being able to have opportunities for sexual 

satisfaction. 

 

4. Being able to move from place to place. 

 

5. Being able to avoid unnecessary and non-useful 

pain and to have pleasurable experiences. 

 

6. Being able to use the five senses. 

 

7. Being able to imagine. 

 

8. Being able to think and reason. 

 

9. Being acceptably well-informed. 

 

10. Being able to have attachments to things and 

persons outside ourselves. 

 

11. Being able to love, grieve, to feel longing and 

gratitude. 

 

12. Being able to form a conception of the good. 

 

13. Capability to choose; ability to form goals, 

commitments, values. 

 

14. Being able to engage in critical reflection about 

the planning of one‘s own life. 

 

15. Being able to live for and to others, to recognize 

and show concern for other human beings, to 

engage in various forms of familial and social 

interaction. 
 
16. Being capable of friendship. 

 

17. Being able to visit and entertain friends. 

 

18. Being able to participate in the community. 

 

19. Being able to participate politically and being 

capable of justice. 
 
20. Being able to live with concern for and in 

relation to animals, plants and the world of 

nature. 

 

21. Being able to laugh, to play, to enjoy recreational 

activities. 
 
22. Being able to live one‘s own life and nobody 

else‘s. 

 

23. Being able to live in one‘s very own 

surroundings and context. 

 

24. Capability to have self-respect. 

 

25. Capability to appear in public without shame. 

 

26. Capability to live a rich and fully human life, up 

to the limit permitted by natural possibilities.  

 

27. Ability to achieve valuable functionings. 
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As Crocker (1995) correctly points out, we can 

facilitate this ordering by requiring that ―… it might 

be better for practical rationality and affiliation to 

‗infuse‘ but not ‗organize‘ the other virtues.‖  

Crocker contrasts Nussbaum's approach with that of 

Sen.  Sen and Nussbaum's lists differ at a few 

points.  For Sen, the bodily capabilities and 

functionings are intrinsically good and not, as they 

are in some dualistic theories of the good life, merely 

instrumental means to other (higher) goods.  In 

interpreting Aristotle, Nussbaum distinguishes 

between bodily functionings that are chosen and 

intentional, for instance, "chosen self-nutritive and 

reproductive activities that form part of a reason-

guided life" and those that are non-intentional, such 

as digestion and other "functioning of the bodily 

system in sleep." 

 

Furthermore, Nussbaum has included items such as 

―being able to have attachments to things and persons 

outside ourselves‖ and ―being able to live with 

concern for and in relation to animals, plants and the 

world of nature,‖ for which Sen has no counterparts.  

These items are welcome features.  Item twenty 

(being able to live with concern for and in relation to 

animals, plants and the world of nature), ―ecological 

virtue,‖ is an especially important addition to 

Nussbaum's outlook.  In a period when many are 

exploring ways of effecting a convergence between 

environmental ethics and development ethics, it is 

important that an essentially anthropocentric ethic 

―make room‖ for respect for other species and for 

ecological systems.  Worth considering is whether 

Nussbaum's ―ecological virtue‖ is strong enough.  

Perhaps it should be formulated to read: ―Being able 

to live with concern for and in relation to animals, 

plants, and nature as intrinsically valuable.‖  Item 

twenty one injects some appealing playfulness in a 

list otherwise marked by the ―spirit of seriousness.‖ 

What explains the presence of these items on 

Nussbaum's list, their absence on Sen's list, and, more 

generally, the more concrete texture often displayed 

in Nussbaum's descriptions?  One hypothesis is that 

the differences are due to Nussbaum's greater 

attention to the limits, vulnerabilities, and needs of 

human existence.  Further, it may be that 

Nussbaum's richer conception of human beings 

derives from ―making use of the story-telling 

imagination far more than the scientific intellect.‖  

On the other hand, Sen helpfully includes the good of 

self-respect, a virtue that enables him to find common 

ground with Rawls and to establish links with the 

Kantian ethical tradition, in which moral agents have 

the obligation to respect all persons, including 

themselves, as ends-in-themselves. 

 

Both Sen and Nussbaum agree, however, that these 

capabilities are distinct and of central importance.  

One cannot easily trade off one dimension of 

capability against another.  At most, one can do so 

in a very limited way.  They cannot be reduced to a 

common measure such as utility. 

 

As Crocker (1991a, b) points out, ―capability ethic‖ 

has implications for freedom, rights and justice going 

far beyond simple distribution of income 

considerations.  If one accepts the capability 

approach as a serious foundation for human 

development, then it follows that going beyond 

distributive justice is necessary for a complete 

evaluation of the impact of economic policies.  

 

In evaluating any policy regime – for instance 

international financial regimes and national economic 

policies under globalization in Bangladesh – from 

this perspective, not only do we wish to pose the 

question of efficiency but also the whole set of 

questions regarding human freedom, in particular, the 

positive human freedom to be or to do certain things.  

Thus, creation of markets and efficient production by 

itself would mean very little if it led to a lopsided 

distribution of benefits.  Worse yet, if markets and 

other institutions led to phenomena such as reduced 

life expectancy, increased unemployment, reduced 

consumption levels for many and deprivation for 

certain groups such as women and minorities, then 

they would not even be weakly equitable global 

economic structures.  On the contrary, under such 

circumstances, the global markets and other financial 

institutions would be strongly inequitable from the 

capability perspective, and violate some basic human 

rights in particular. 

 

The premise from which we must begin then is that 

the aim of any sane, progressive socio-economic 

system in Bangladesh must go beyond the blind 

accumulation of capital or industrial and financial 

development at all costs.  The goal of a just political 

and social economy is to guarantee each individual‘s 

freedom or ability to live the kind of life they have 

reasons to choose.  The ‗social capabilities‘ 

mentioned above can be construed as the general 

powers of human body and mind that can be 

acquired, maintained, nurtured and developed.
10

 

Capabilities are economic, but they are also political, 

social, psychological/spiritual, and mental.  Further, 

no one capability can be simply substituted for 
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another; one cannot substitute the capability of 

political freedom, or the capability to engage in 

meaningful work, with the capability to maintain a 

certain standard of consumption.    A deeply 

democratic society must take into account all forms 

of capabilities without the sacrifice of some over 

others.  

 

The point here is not to emphasize one form of 

political, economic or social institution above all 

others, but to draw attention to the variety of 

alternative institutions that could help to positively 

develop the social capabilities of members in a 

deeply democratic society which can also draw from 

the concrete cultural strengths of each particular 

society. Against the pessimists we must pose 

concretely the possibilities of building institutions for 

enhancing the social capabilities in Bangladesh, 

beginning with the indigenous strengths of Bangalee 

society which were mentioned earlier. 

 

Summary and Conclusions 

 

We have summarized our approach to deep 

democracy from the political and social economy 

perspective above. It is now clear that in Bangladesh, 

the crucial problem of deepening democracy as a set 

of practices over time must be given priority. Our 

hope is that the above considerations can guide the 

practical agenda in Bangladesh in the future. 

 

In this paper, an attempt has been made to offer a 

strategic view of the current crisis and problems of 

democracy in Bangladesh. Needless to say, such an 

attempt can only be a preliminary and tentative one, 

given the complexity and historical roots of the 

problem of democracy in Bangladesh. To summarize, 

without being exhaustive, a set of five-point strategic 

principles was presented. These are: 

 

1. Deepening civil liberties while carefully defining 

and punishing hate speeches and clerical and 

other forms of fascism; 

 

2. Building alliances with the peasants, workers, 

students and professionals with a platform of a 

justly regulated and limited market-based 

economy which will promote the social 

capabilities of all with equity; 

 

3. Protecting our national resources and 

infrastructure by dealing with outside influences 

and sources on the basis of popular national 

sovereignty; 

 

4. Instituting good governance practices from 

below and corporate governance to make 

businesses and financial firms accountable. 

 

5. An overhaul of the major political parties by 

retiring the corrupt politicians and bringing to 

the fore other honest patriotic forces. 

 

These considerations point towards the building of a 

movement for the gradual deepening of democracy in 

Bangladesh. Our approach here makes a distinction 

between formal aspects of democracy and the deeper 

structural aspects. In order for democracy in 

Bangladesh or anywhere for that matter, to be deep, 

democratic practices have to become institutionalized 

in such a way that they become part of normal life in 

a democratic society. This essay has also argued that 

despite serious problems and setbacks, there are 

resources within Bangladesh that can combine the 

historical and cultural tendencies towards democracy 

and social and political forces fighting for democracy 

with allies everywhere to build the kind of strategic 

alliances that can move us toward democracy in 

practice. Deep Democracy and economic justice for 

Bangladesh, therefore, can be presented as a coherent 

set of positive and realistic requirements. These are 

integral to the need for the ordinary citizens‘ rational 

autonomy in every sphere of their lives.  The cluster 

conditions we give together with the social 

capabilities perspective offer a way of defending and 

advancing the justification for deepening democracy 

in Bangladesh beyond the crisis-driven solutions 

currently on offer. 

 

 

Endnotes 

 

1. The interested reader is referred to Khan (1992; 

1993 a, b; 1994; 1998, 2003 and 2007). In Frame 

and Khan (2007) the authors develop the idea of 

moving towards deep democracy in the context 

of important failures of both capitalism and 

socialism in the last century. 

 

2. For an elaboration of the specific arguments for 

deep democracy and its theoretical structure, 

please see Khan (1992, 1994, 1998, 2003, and 

2007) and Frame (2007) and Khan and Frame 

(2007) where we discuss in greater detail the 

economic and political dimensions of deep 

democracy. Khan (1998) looks critically at the 

technological dimensions of modern democracy 
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including the ambiguities of teledemocracy and 

e-governance. 

 

3. Thus, readers who are pressed for time or are 

less theoretically inclined can skim this part. 

 

4. Ahmad (2006), pp.32-33. 

 

5. I am grateful to a referee for pointing out the 

need for emphasizing the problems of drawing 

the necessary distinctions. My recommendation 

is to follow a case by case approach to judge 

when there is real and present danger to some 

individuals or groups( e.g., minorities, women) 

posed by intolerant and violent practices of 

certain forces and then to use constitutional 

means to prevent the violation of rights of 

individuals or groups by intolerant and violent 

political groups. 

 

6. Late Wittgenstein ( for example in his 

Philosophical Investigations as opposed to his 

earlier "Vienna Circle" logical positivist 

writings) famously drew our attention to the 

overlapping aspects of ordinary language 

categories. Formally, fuzzy set theory captures 

this view in part. I have discussed this in the 

context of mathematical modeling via a neuro-

fuzzy  approach that combines both neural 

networks and fuzzy set theoretical approaches to 

cognitive modeling, in my book on complex 

financial systems. See Khan (2004), ch.7 in 

particular. 

 

7. Khan (1998) p. 101 

 

8. As one referee pointed out, this term requires 

further clarification. The term molec-

ular( introduced by Guattari and used by him and 

Deleuze among others for their critique of 

orthodox psychoanalysis) here refers to the 

micro-transformations that are necessary at the 

individual level. In particular, the formation of 

psychological processes and personality types 

open to nonauthoritarian and democratic ways of 

behavior must take place at the individual level. 

But these processes themselves can be realized 

only if appropriate social institutions are 

functioning over a significant period. For other 

related psychological perspectives, please see 

Cohen (1994), Deleuze and Guattari (1977; 

1986; 1987), Derrida (1996; 1981), Guattari 

(1984), Gilbert (1990), Hegel (1952; 1991), 

Khan (1992; 1994; 1998; 2006; 2007a and b), 

Kristeva (1974), Lacan (1975), Lear (1990), 

Norris (1990), Nietszhe (1969), Hasan (1982; 

1987), Sherman (undated), Wallwork (1991) 

among others. Gilbert (1990) refers to Kohut‘s 

theory of individuality. Khan (1998) introduced 

both a critical poststructuralist approach and also 

the perspectives of child and developmental 

psychologists. Frame (2007) and Frame and 

Khan (2007a) refer to, among others, Victor 

Frankl‘s work on logotherapy. Frankl bases 

much of his theory on clinical observations, but 

the original impetus came from his experience in 

a Nazi concentration camp where he was a 

prisoner and observed both the tormentors and 

the tormented. While the camp offered indeed a 

life or death situational experiment, it can be 

argued less starkly that ‗living well‘ requires a 

will to meaning and the fulfilment of this will to 

some degree.  

 

9. Sen and Nussbaum, as cited by Khan (1998) p. 

95. These capabilities can be connected to rights 

as well. I have tried to do so in my essay, 

―Women‘s rights as human rights‖ which takes a 

social capabilities approach to rights. 

 

10. As interpreted by Khan (1998). Technology, 

Development and Democracy. Edward Elgar 

Publishing Limited, UK. p. 95. Here, Khan 

emphasizes the irreducibly social nature of 

certain capabilities. 

 

11. Barber (2003), p. 307 
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Appendix  

 

Strong Democratic Program for the Revitalization of Citizenship
11 

 

1. A national system of neighborhood assemblies of from one to five thousand citizens; these would initially have 

only deliberative functions but would eventually have local legislative competence as well. 

 

2. A national civic communications cooperative to regulate and oversee the civic use of new telecommunications 

technology and to supervise debate and discussion of referendum issues. 

 

3. A civic videotext service and a civic education postal act to equalize access to information and promote the full 

civic education of all citizens. 

 

4. Experiments in decriminalization and informal lay justice by an engaged citizenry. 

 

5. A national initiative and referendum process permitting popular initiatives and referenda on congressional 

legislation, with a multi-choice format and two stage voting plan. 

 

6. Experimental electronic balloting, initially for education and polling purposes only, under the supervision of the 

Civic Communications Cooperative. 

 

7. Selective local elections to local office by lottery, with pay incentives. 

 

8. Experiments with an internal voucher system for selected schools, public housing projects, and transportation 

systems. 

 

9. A program of universal citizen service, including military option for all citizens. 

 

10. Public sponsorship of local volunteer programs in ‗common work‘ and ‗common action.‘ 

 

11. Public support of experiments in workplace democracy, with public institutions as models for economic 

alternatives. 

 

12. A new architecture of civic and public space. 
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The Foreign Trade of Bangladesh: Its Composition, Performance, Trend, and Policy 

Mohammad Mafizur Rahman 

Abstract 

Despite structural limitations in the Bangladesh economy, the export sector performed well throughout the 1990s. 

The export growth rate of Bangladesh was higher than that of the world and the SAARC countries. However, the 

balance of trade of Bangladesh was always in deficit and the trade deficit with India is huge. The export share of 

primary commodities has decreased while that of manufactured commodities has increased over the years. The 

growth rate of manufactured commodities is better than that of primary commodities. The import share of principal 

primary commodities has declined while that of principal industrial and capital goods has slightly increased over the 

past years. The striking features of Bangladesh‟s exports are commodity and market concentration. To overcome the 

problem, there is no alternative but to diversify exports and improve quality. To improve the country‟s overall trade  

balance, especially trade balance with India, some policy recommendations are offered in this paper. 

Introduction 

Trade is an integral part of the total developmental 

effort and national growth of all economies including 

Bangladesh. It particularly plays a central role in the 

development plan of Bangladesh where foreign 

exchange scarcity constitutes a critical bottleneck. 

Export trade can largely meet „foreign exchange 

gap‟, and export growth would increase the import 

capacity of the country that, in turn, would increase 

industrialization, as well as overall economic 

activities. 

Bangladesh‟s import needs are substantial; hence the 

need to rapidly increase exports is immediate.  In 

order to finance the imports and also to reduce the 

country‟s dependence on foreign aid, the Government 

of Bangladesh has been trying to enhance foreign 

exchange earnings through planned and increased 

exports. However, the global trade scenario has 

exposed structural limitations of the Bangladesh 

economy, posing a variety of challenges for the 

country that has underdeveloped technology and a 

low capital base.  

In this paper we discuss the composition, 

performance and trends of foreign trade of 

Bangladesh. In the process, we examine 

Bangladesh‟s export and import performance 

compared to those of various countries, regions and 

the world over the years. We also discuss the sources 

of Bangladesh‟s imports and directions of 

Bangladesh‟s exports and the dynamic changes over 

the years, and highlight the trends of export and 

import shares to GDP and trade balance positions 

with different countries, regions as well as the world. 

Trade policy reforms of Bangladesh and major 

issues, challenges and policy options are also 

discussed briefly. 

Composition and Performance of Exports of 

Bangladesh 

Export Earnings and Export Growth 

The export sector performed rather well throughout 

the 1990s. This sector achieved a growth rate of 

37.04% in the FY 1994-95. During the twelve years, 

1991-92 to 2002-2003, Bangladesh experienced 

negative export growth (-7.44%) only in FY 2001-

2002. The terrorist incident of September 11, 2001 in 

USA and subsequent events may be blamed for this 

unexpected suffering of the export sector in the 

particular fiscal year. However, the export sector 

achieved a 9.39% growth rate, an increase of US$ 

562.35 million, during 2002-2003, with total export 

earnings amounting to US$ 6,548.44 million 

compared to US$ 5,986.09 million in 2001-2002. 

Charts 1 and 2 provide comparative year-wise export 

earnings and export growth rates for  twelve years. 

Export Earnings and Export Growth by 

Commodities 

Readymade garments and knitwear are the main 

contributors to the export earnings of Bangladesh. 

Their contributions are, respectively, 52.20% and 

24.37% of total export earnings in FY 2001-2002 and 

49.75% and 25.26% in FY 2002-2003. The 

contribution of frozen foods, jute goods and leather in 

FY 2002-2003 are 4.91%, 3.93% and 2.92% of total 

export earnings respectively. The statistics reveal that 

tea, leather and handicraft experienced negative 

growth in FY 2002-2003. In terms of positive 

growth, engineering products topped the list 
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(842.34%), followed by petroleum by products 

(215.45%), chemical products (50.95%), raw jute 

(34.89%), other products (20.77%), frozen food 

(16.55%), knitwear (13.34%), agricultural products 

(12.96%), jute goods (5.61%) and readymade 

garments (4.28%) (EPB, 2004). 

 

Exports of Primary and Manufacturing 

Commodities 

 

EPB (2004) reports that out of the total export 

earnings of US$ 6548.44 million during the FY 2002-

200,3 the share of primary goods stood at US$ 

462.59 million and that of manufactured goods at 

US$ 6085.85 million i.e. 7.06% and 92.94% 

respectively as against US$ 390.30 million and US$ 

5595.79 million i.e. 6.52% and 93.48% respectively 

during the FY 2001-2002. Another noteworthy 

feature of the export sector is that the share of 

primary commodities in total exports is gradually 

decreasing, whereas the corresponding share of 

manufacturing commodities is gradually increasing 

over the years. This change in export composition 

indicates a good sign for the economy, as the price of 

primary commodities is comparatively uncertain in 

the international market. In the fiscal year 1982-83, 

the shares of primary and manufactured commodities 

were 35.42% and 64.58% respectively. These shares 

stood at 7.06% and 92.94% in 2002-2003 

representing 80.06% decrease for primary 

commodities and 43.91% increase for manufacturing 

commodities.  

 

 

Export Value, Volume and Unit Price Index 
 

The export growth of Bangladesh has occurred due to 

both price and volume increases over the years. 

Compared to FY 2001-2002, overall export during 

FY 2002-2003 increased, in dollar terms, by about 

9.39%. Export price index during this period 

increased by 2.31%. This indicates that export 

volume increased by 7.08% in FY 2002-2003. 

 

Exports in the primary commodities sector increased 

by 18.52%, in terms of US dollars, in FY 2002-2003 

as against the increase in price index by 26.18%. 

Thus the primary commodities sector registered a 

decrease of 7.66%, in volume terms, in FY 2002-

2003. 

 

However, both export volume and export price in the 

manufactured commodities sector increased during 

FY 2002-2003 as compared to the preceding fiscal 

year. Export value in terms of US dollar reported an 

increase of 8.76% during this fiscal year, but the unit 

price index in this sector increased by 0.36% 

indicating a volume wise increase of 8.40% (EPB 

2004). 

 

Exports Performance Compared to Imports  
 

The export earnings also continuously increased over 

the years with increased import payments. Though 

import payments are always higher than the export 

earnings in absolute terms, the percentage of 

Bangladesh‟s export to imports is improving 

gradually and in recent years has been quite 

impressive. In FY 1983-84 the value of Bangladesh‟s 

exports was US$ 811 million and the corresponding 

figure for Bangladesh‟s imports was US$ 2073 

million that represents export/import ratio of 39.12%. 

The export-import ratio increased to 70.09% and 

67.80%, respectively, in FY2001-02 and FY 2002-03 

(EPB 2004). 

 

Composition and Performance of Imports of 

Bangladesh 

 

Import Composition and Growth 

 

To analyze the import composition of Bangladesh it 

is observed that the import share of principal primary 

commodities (in total imports) showed a declining 

trend in recent years. On the other hand, the shares of 

principal industrial goods and capital goods reported 

a slight increase. The import payments for principal 

primary commodities, in FY 1998-99, were US$ 

1,448 million representing 18.06% of total import 

payments. These figures decreased to US$ 980 

million and $ 1,098 million (11.66% and 11.73% of 

total import payments) in FY 1999-2000 and 2000-01 

respectively. The import shares of principal industrial 

goods increased to 14.58% and 15.34% in FY 1999-

2000 and FY 2000-01 from 13.77% in FY 1998-99. 

The share of import payments for capital goods in 

total imports increased to 25.63% in FY 2000-01 

from 24.56% in FY 1998-99. Import payments for 

rice and wheat significantly decreased in FY 1999-

2000 and FY 2000-01 compared to FY 1998-99, 

which implies that the country is making progress in 

food production. The share of import payments for 

petroleum products increased significantly in FY 

2000-01 compared to FY 1998-99. Total import 

payments stepped up to US$ 9363 million in FY 

2000-01 from US$ 8403 million in FY 1999-2000 

recording an increase by 11.42% (GOB 2002; 

Bangladesh Bank 2002-03).  

 

GOB (2002)  also reports that against the total import 

growth rate of 4.80%, the import growth rates for 

primary, industrial and capital goods were –32.32%, 
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10.96% and 8.33% respectively in FY 1999-2000. 

The import growth rates for all categories have 

increased in FY 2000-01, where the figures were 

12.04% for primary goods, 17.22% for industrial 

goods and 12.52% for capital goods. Among the 

primary products, crude petroleum and cotton 

recorded the higher import growth, 96.62% and 

18.88% in FY 1999-2000 and 17.67% and 35.38% in 

FY 2000-01 respectively. The import growth rates of 

petroleum product were 50.37% and 41.63% in FY 

1999-2000 and 2000-2001 respectively. 

 

Import Shares of Consumer and Capital Goods 

 

The variations in the share of consumer and capital 

goods are not notable for the period 1995/96-1998/99 

except for consumer goods in FY 1996-97, when the 

share dropped to 28% from 39% in FY 1995-96. The 

shares of consumer goods dominate throughout the 

period recording 38% to 39% of total import 

payments. Capital goods, on the other hand, 

registered 13% to 16% of total import payments 

during this time. The share for combination of 

consumer goods and materials represented 63% to 

68% of total import payments, whereas the same for 

capital goods and materials together was 32% to 37% 

during the stated period (BBS 2000: 251). 

 

Comparative Performance of Bangladesh’s 

Export and Import Sectors 

 

Comparative Performance of Bangladesh’s Exports 

 

The performance of Bangladesh‟s export sector in 

recent years is quite impressive especially in the 

1990s when we compare it with that of world and 

SAARC
1 

countries. The average annual growth rate 

of Bangladesh export (11.91%) is higher than those 

of the world (9.48%) and SAARC countries (10.69%) 

during 1990-2003. Because of the lower export 

performance in the 1980s, annual average growth rate 

of this sector during 1980-2003 is not as impressive 

compared to other Asian countries and the world, 

though this sector shows competitiveness compared 

to other SAARC countries (IMF various years). 

 

Over the period of 1980-2003 Bangladesh‟s exports 

as a percentage of the world‟s exports remain around 

0.11% to 0.12% with the exception of 1984, when it 

was 0.14%, and 1990-1994, when the ratio was 

around 0.09%. Bangladesh‟s exports as a percentage 

of SAARC countries‟ exports show slightly increased 

trend especially in 2000 and 2001. For these two 

years Bangladesh‟s exports are 11% and 12% of the 

SAARC countries‟ exports respectively. 

Bangladesh‟s share of SAARC countrys‟ exports was 

the lowest, 7.72%, in 1983. Bangladesh‟s exports 

share in the Asian developing countries, however, 

shows a decreasing trend in the 1990s compared to 

the1980s though the ratio is slightly higher in 1998 

and 1999 compared to immediate earlier years. The 

ratio dropped to 0.59% in 2003 from 1.46% in 1980 

though it was 0.75% in 2001 (IMF various years). 

 

Comparative Performance of Bangladesh’s Imports 

 

A healthy performance of Bangladesh‟s import 

compared to the world and the SAARC countries is  

to be noted. Although Bangladesh‟s import 

performance is behind that of the Asian developing 

countries, the average annual import growth rates of 

Bangladesh are much higher than those of the world 

during 1980-90, 1990-2003 and 1980-2003. These 

growth rates are also higher than those of the SAARC 

countries over the specified period. When average 

annual growth rates of the world and SAARC 

countries are 12.92% and 22.42% respectively, that 

of Bangladesh is 31.79% during 1980-2003. Even the 

average growth rate of imports is higher for 

Bangladesh (22.59%) than that of the Asian 

developing countries (21.25%) during 1990-2003.  

 

Bangladesh‟s imports as a percentage of world and 

SAARC countries‟ imports have also been increasing 

over the years, though this ratio varies with the Asian 

developing countries. While the ratio of Bangladesh‟s 

imports to world imports was 0.04% in 1980, it 

reached around 0.1% in 2001, 2002 and 2003. The 

ratio of Bangladesh‟s imports to SAARC countries‟ 

imports reached 9.3% in 2001 from 4.7% in 1982 and 

5% in 1983 (IMF various years). 

 

Export and Import Shares to GDP 

 

The contribution of the export sector to Bangladesh‟s 

GDP has been gradually increasing over the years. 

While export share in GDP was 4.52% in 1980, this 

share has reached to 13.45% in 1999, reflecting 

197.56% increase in GDP contribution in nineteen 

years (World Bank 2004).  This ratio further 

increased in 2000, 2001 and 2002. The ratio was 

15.38% in 2001.  

 

The imports-GDP ratio of Bangladesh has also been 

increasing every year with a few exceptions. During 

1980-2002 the ratio was the lowest; 9.09% in 1986; 

and the highest 21.50% in 2001.  

 

The trade openness (trade/GDP ratio) was around 

14% to 16% till 1989. After that the ratio increased to 

28% in 1995.  In 2001 the ratio has increased to 

36.88% which implies that trade has been liberalized 
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in Bangladesh to a great extent since 1980. Over the 

years trade deficits ranged from 2.23% to 7.37% of 

GDP (World Bank 2004). 

 

Bangladesh‟s exports share progressed convincingly 

compared to other SAARC countries during 1980-

2002. Bangladesh‟s exports share in GDP was the 

lowest, 4.52%, in 1980, but in 2002 this figure stood 

at 14.28%. This is the highest export growth rate 

(215.93%) among the SAARC countries. The import 

share was also the lowest, 11.89%, in 1980, but it 

became the second highest, 19.05%, in 2002 among 

the SAARC countries. Sri Lanka‟s imports share in 

GDP was the highest (42.87%). The total trade share 

in GDP, the openness, was the lowest, 16.41%, for 

Bangladesh in 1980, but this ratio increased to 

33.33% in 2002 which is higher than India‟s ratio, 

30.28% (World Bank 2001, 2004). 

 

Balance of Trade of Bangladesh 

 

The trade balance of Bangladesh is of great concern. 

It has always been in deficit over the decades. Recent 

statistics show that the trade deficit of the country 

was US$ 3,109.56 million in FY 2002-03, while it 

was US$ 1,262.08 million in FY 1983-84 (EPB 

2004). Based on the data of Export Promotion 

Bureau, Chart 3 shows the balance of trade position 

for 20 years (1983/84- 2002/03), which is quite 

unsatisfactory. The trade deficit has been increasing 

over the years. 

 

Bangladesh‟s trade balance with India is also 

disappointing and was US$ 81.3 million in 1988; that 

became US$ 974.3 million in 1999, reflecting an 

increase of trade deficit by 1,098% during 1988-99. 

The trade deficit with Pakistan increased by 107.90% 

during the same period. Bangladesh had trade surplus 

with Nepal in 1988, but the surplus has turned into 

deficits in 1999 by 180.44%. Bangladesh also had  a 

trade surplus with Sri Lanka in 1988, but the country 

experienced  trade deficit in 1999, reflecting a 

decrease in trade surplus by 106.86% (IMF various 

years). 

 

Directions of Bangladesh’s Exports and Imports 

 

Country-wise Exports of Bangladesh 

 

The destination wise export figures reveal that the 

United States is the most prominent buyer of 

Bangladesh‟s products. Germany and UK occupied 

the second and third positions respectively. These 

three countries accounted for 57.33% of 

Bangladesh‟s total exports in FY 2002-03. The 

increasing importance of USA and some European 

countries as the major export destination over the 

past years indicates  market concentration for 

Bangladesh‟s exports along with  commodity 

concentration. The exports to USA, Germany, UK, 

France, Belgium, Spain and Canada have continued 

to increase in recent years with a few exceptions. 

 

Region-wise Exports of Bangladesh 
 

European Union dominates over any other regions for 

Bangladesh‟s exports. Bangladesh exported more 

than 50 percent of its total exports to EU in 2002-03 

and this region‟s imports from Bangladesh have been 

continuously increasing over the years. The 

American region, Asian region and the Middle East 

occupy the second, third and fourth positions 

respectively for the direction of Bangladesh‟s 

exports. These regions covered 36.02%, 7.31% and 

2.35% of the country‟s total exports in FY 2002-03. 

 

Bangladesh‟s export to SAARC countries during FY 

2002-03 was US$ 120.84 million as against US dollar 

83.18 million in FY 2001-02 and US$ 100.88 million 

in FY 2000-01. During FY 2002-03, Bangladesh‟s 

export share to the SAARC countries was 1.85% of 

total exports. The shares of India, Pakistan, Sri 

Lanka, Bhutan and Nepal were 69.19%, 26.09%, 

3.11%, 1.30% and 0.31% respectively of total 

Bangladesh‟s export to SAARC countries (EPB 

2004). 

 

Exports of Bangladesh to Industrial and Developing 

Countries 
 

While developing countries were the major 

destinations during the 1970s and early 1980s, this 

direction reversed from the middle of 1980s and the 

trend continued throughout the 1990s and thereafter. 

Now industrial countries are the main destinations of 

Bangladesh‟s exports. The industrial countries used 

to represent 41.4% share of Bangladesh exports in 

1978 and developing countries used to represent 

45.8%. In 2002 these figures stood at 88.3% and 

11.7% respectively for industrial and developing 

countries. Among the developing countries, the Asian 

countries import more than others from Bangladesh. 

 

It is also observed that the annual growth rate of 

Bangladesh‟s exports to the world is positive since 

the 1990s; it is found very impressive in 1990 and 

1994 being 28.1% and 16.3% respectively. However, 

the corresponding figures are better for industrial 

countries: 40.6% and 18.7%. The export growth rate 

to developing countries in 1998 and 2002 are 

negative, -15.9% and –2.9% respectively though 

these rates were positive in 1990 and 1994. 
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Bangladesh‟s exports also experienced negative 

growth for industrial countries as well as for the 

world in 2002 due to the terrorist incident of 

September 11, 2001 in the USA (IMF various years). 

 

The direction of Bangladesh exports to developing 

countries has also been changing over time.  Pakistan 

was the major partner for Bangladesh‟s exports in 

1978 (20.4%). In 2002 Hong Kong followed by India 

became the major partners of Bangladesh‟s exports. 

Hong Kong, India and Pakistan‟s shares for 

Bangladesh‟s exports are 19.2%, 7.4% and 5.1% 

respectively in 2002. Other major developing 

countries for Bangladesh‟s exports are Thailand, 

UAE, Singapore, Sudan, etc. (IMF various years). 

 

Sources of Bangladesh’s Imports by Region, and 

Import Growth 
 

The noteworthy feature of the Bangladesh import 

trade is that the country‟s imports increased from 

US$ 160.2 million in 1988 to US$ 1,125.3 million in 

1999 reflecting 602.43% increase of imports in 11 

years from the SAARC countries. ASEAN represents 

the second highest growth for Bangladesh‟s imports, 

275.62%, during the specified time. Contrary to 

export growth with EU and NAFTA countries, 

Bangladesh‟s import growth from these two regions 

is low, 106.52% and 87.51% respectively during 

1988-1999 (IMF various years). 

 

 

Imports of Bangladesh from Industrial and 

Developing Countries 
 

There is a reverse trend of the Bangladesh‟s imports 

with regard to the sources over time. While industrial 

countries were the major source for Bangladesh‟s 

imports during the 1970s, these countries became a 

minor source for Bangladesh‟s imports during 1980s 

and 1990s. Instead, developing countries are now a 

major source for Bangladesh‟s imports. While 

industrial countries constitute 51.4% of Bangladesh‟s 

total imports in 1978, their share in 2002 was only 

25.4%. On the other hand, developing countries‟ 

contribution to Bangladesh‟s imports increased to 

63.2% in 2002 from 27.3% in 1978. Asian 

developing countries dominate as sources for 

Bangladesh‟s imports, raising its share from 14.6% in 

1978 to 55.1% in 2002. Annual growth rates of 

Bangladesh‟s imports, in 1998 and 2002, are 3.4% 

and –12.9% from the world, -6.2% and –12.8% from 

industrial countries, 6.7% and –7.7% from 

developing countries, and 8.7% and –7.4 % from 

Asian developing countries. 

 

Among the industrial countries, Japan and the United 

States are the leading countries for Bangladesh‟s 

imports. These two countries used to supply more 

than 50% of Bangladesh‟s imports in 1978. In 2002 

their joint contribution was about 41% of 

Bangladesh‟s imports from the industrial countries. 

Other major sources for Bangladesh‟s imports are the 

United Kingdom, Australia, Germany, France and 

Canada (IMF various years). 

 

Among the developing countries, India has now 

become the principal source of Bangladesh‟s imports. 

India alone supplied 30.5% of Bangladesh‟s total 

imports from developing countries in 1998 though 

the figure was only 10.5% in 1978. The second 

largest supplier is China from which Bangladesh 

imported 18.4%, in 2002, of its total imports from the 

developing countries. Singapore and Hong Kong are 

also key countries for Bangladesh‟s imports. Hong 

Kong‟s contribution ranged from 10% - 15% of 

Bangladesh‟s imports during the 1990s. Singapore 

was the main source for Bangladesh‟s imports in the 

year 1990 (25%). Other major import sources are 

Korea, Indonesia, Thailand, the United Arab 

Emirates, Saudi Arabia, Pakistan and Malaysia (IMF 

various years). 

 

 

Trade Policy Reforms 

 

During the past three decades, Bangladesh carried out 

extensive trade policy reforms.  In particular, the 

country has been pursuing a liberal trade policy since 

the beginning of the 1990s, which is consistent with 

the trends in the global market economy, Uruguay 

Round Accord and agreement with the World Trade 

Organization. The government formulated a five-year 

export policy along with a more liberal five-year 

import policy in 1997/98 with the objective of 

attaining a favorable trade balance and gradual 

improvement in the foreign exchange reserve 

situation (GOB 2002). The governments in 1990s 

really wanted to promote rapid export growth by 

reducing and eliminating the anti-export bias 

prevalent in the economy. 

 

Keeping this goal in mind, the government has been 

pursuing a limited protective policy only in 

consideration of several important issues like public 

health, security and religious restrictions.  Also, the 

government has been adopting more liberal import 

and export policies and programs including reduction 

and harmonization in tariff rates, and elimination of 

many quantitative restrictions on imports (GOB 

2002, CSB 2003). 
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Import Policy and Reform Program 

 

The trade regime has been rationalized and simplified 

through lowering the tariff rates, phasing out 

quantitative restrictions, streamlining import 

procedures and introducing tax reforms. The overall 

tariff structure has been changed by these reforms. A 

summary of these reforms is briefly provided below. 

 

 In the new policy, industrial and import policies 

have been integrated in order to reduce the 

administrative complexities for obtaining prior 

approval from different Ministries, a 

requirement for industrialization and 

commercialization. The condition for 

declaration about the country of origin for 

import of raw materials has been lifted for 

export-oriented industries enjoying a bonded 

warehouse facility (GOB 2002). Import 

licensing is no longer required for any import 

into Bangladesh. The role of the Trading 

Corporation of Bangladesh (TCB), the state 

trading body, in import and export has been 

reduced (CSB 2003, GOB 2001). In the import 

policy, quality control of imported goods has 

also been strengthened. 

 

  Bangladesh has reduced average tariff rates 

significantly. The mean tariffs on all products 

were reduced from 114 percent in 1989 to 22 

percent in 1999; and the weighted mean tariff 

declined from 114 percent to 19 percent over 

the same period. 

 

 Import taxes, for example development 

surcharges, regulatory duties and sales taxes, 

were abolished in 1991 (Mujeri and Khondker 

2002; World Bank 1999, 2000).  

 

 

Tariff Rationalization 

 

During the 1990s, Bangladesh not only significantly 

reduced its tariff rates but also rationalized the tariff 

structure. The country progressively moved towards 

obtaining the goal of simplicity and transparency of 

customs tariffs.  The top custom duty rate came down 

to 32.5 percent in FY 2003 from 350 percent in FY 

1992. The average (unweighted) customs duty (CD) 

decreased from 57 percent in FY 1992 to 16.5 

percent in FY 2003. The average protective tax also 

declined to 22 percent in FY 2003 compared to 61 

percent in FY 1992. Bangladesh progressed a lot 

towards achieving a degree of uniformity and 

removing some tariff anomalies that existed due to 

higher tariffs on intermediate products compared to 

final products (Ahmed and Sattar 2004).   

 

It may be noted that Bangladesh‟s nominal import 

protection level is now the lowest in South Asia and 

tariff reduction in the country during the early 1990s 

is ranked as one of the fastest amongst the reforming 

countries (Mujeri and Khondker 2002, quoted from 

CPD 1997). Both nominal and effective protection 

rates have also declined over the years due to changes 

in the tariff structure. The effective protection rate 

declined to 26.8 percent in 1998/99 compared to 33.0 

percent in 1995/96 and 75.7 percent in 1992/93 

(Mujeri 2000). 

 

Tariff regime has also been simplified. The applied 

MFN tariff (i.e. general exemption rate) of 2005/06 

contains four tariff bands (zero, 6% (basic raw 

materials), 13% (intermediate goods), 25% (finished 

goods)) as compared to five tariff bands (zero, 5%, 

15%, 25%, 37.5%) in 1999/2000 (GOB 2006). 

 

Export Policy and Reform Programme 

 

With underdeveloped technology and a low capital 

base, Bangladesh faces great challenges for its 

exports as the export industries have to compete with 

those of other countries in the expanding global 

market. Domestic import-substitute industries are 

also facing increasing competition as a result of 

gradual reduction of import duty rates (GOB 2002). 

So the export industries must survive and expand in 

order to accelerate growth by generating 

employment, savings and investment. With this in 

view, Bangladesh adopted a three-year (2003-2006) 

Export Policy to achieve certain objectives.  

 

Strategies and Export Promotion Measures 

 

Some strategies have been incorporated in the new 

Export Policy to achieve the objectives.  Some useful 

export promotion measures have also been 

undertaken. These are briefly highlighted. 

 

 Use of foreign currency 

 

The exporters can deposit a certain amount of their 

export earning in foreign currency under a retention 

quota in their foreign currency account in the form of 

US dollar, pound sterling, Japanese yen or euro. The 

amount of the retention (in terms of percentage) will 

be fixed by the government/ Bangladesh Bank. This 

foreign currency can be used to fulfil real business 

needs like business trips abroad, participation in 

export  fairs or seminars in foreign countries, import 
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of raw materials and spare parts, and setting up of 

offices abroad (GOB 2003). 

 

  Export Fund 

 

Interest free loans will be provided under duty-draw-

back credit scheme for 180 days and 100 percent of 

the loan amount will be provided in advance; import 

process of raw materials and related products will be 

made easier under the export promotion fund (EPF); 

facilities will be provided to open back- to- back LCs 

for all exportables; and the proposals for importing 

capital machineries with soft term loan with lower 

interest rate  may be considered for export promotion. 

 

   Export Loan  

 

The exporters can get 90 percent of the LC amount 

from commercial banks under irrevocable letter of 

credit or confirmed contract. The commercial banks 

will consider such cases on priority basis; Bangladesh 

Bank will take steps to continue normal flow of loans 

in the export sector; the cash credit limit of the 

exporters will be fixed in view of their success in the 

previous year; and Bangladesh Bank will launch an 

export credit cell while commercial banks will set up 

special units to provide funds for exports. 

 

   Other facilities 

 

Among these facilities, exemption  of insurance 

premium, incentives for non-traditional industrial 

products, bond facilities for export oriented 

industries, facilities for duty free import of capital 

machineries for export-oriented industries, tax 

holiday, duty drawback scheme, easing VAT return 

on export supplementary services, permission for 

selling rejected products of export industries, 

strengthening export related training, setting up of 

world trade centres, country fair with international 

standard, relaxing restrictions on importing raw 

materials for export products, etc. are notable (GOB 

2003).  

 

 

Major Issues, Challenges and Policy Options 

 

Despite the striking export growth rate, 13.83% in 

FY 2004-05 (GOB 2006), the commodity-

concentration and market-concentration of exports 

have emerged as matters of concern. This excessive 

dependence on a few export items and markets 

reflects the vulnerability of Bangladesh‟s external 

sector. So export diversification and market 

diversification continue to remain major challenges.  

 

Domestic supply side constraints are major reasons 

for a narrow export base. To realize Bangladesh‟s 

potential export opportunities, supply-side constraints 

need to be addressed immediately. Supply-side 

bottlenecks relate to infrastructure, communications, 

ports, capacity in implementing export incentive 

regime, functioning of export-related institutions, and 

proper governance.  

 

Other reasons for a narrow export base might be the 

role of real exchange rate and Dutch disease type 

problems caused by a surge of garment exports and 

remittances. For example, between 1991 and 1998, 

the real effective exchange rate in Bangladesh 

depreciated by a mere 5 percent while depreciation 

was much faster in some of the competitor 

neighboring countries; remittances increased to US$ 

1949 million in 1999 from US$ 764 million in 1991 

(Islam, 2003). The nation‟s major investment efforts 

were diverted to readymade garment industries and 

manpower exports especially since the 1980s which 

seriously hampered the export opportunity of other 

sectors. 

 

Competitive devaluation of Bangladesh‟s currency 

can help increase the export base while tax 

concession to other potential export sectors can 

mitigate the Dutch disease-type problem. 

 

The reasons for market concentration of Bangladesh 

trade is not easy to explain with a particular model 

such as the gravity model. The basic gravity model 

explains that trade between two nations is positively 

related to their income and negatively related to 

distance between them.  Bangladesh‟s recent import 

trade especially with India can be analysed from the 

distance point of view of the gravity model, but not 

from the income point of view. On the other hand, 

export trade cannot be analysed from the distance 

point of view, but may be analysed from the income 

point of view of the gravity model. A Heckcher –

Ohlin type model may also be useful to explain 

Bangladesh‟s trade though detailed study and 

application of these models is beyond the scope of 

this paper. 

 

Chronic trade deficit is also of great concern. 

Bangladesh has to take bold steps to improve the 

situation. Specifically, the huge trade deficit with 

India is a sensitive issue with a great proportion of 

the population.   To meet these challenges, 

Bangladesh must adopt appropriate policies. The 

overall policy framework may be as follows. 

 

i) An open international trading system must be 

ensured which would offer fullest access of 
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Bangladesh exports to international markets. The 

government should play a major role through 

dialogue with foreign trading partners.  

 

ii) Appropriate macroeconomic policies including 

price stability and an appropriate exchange rate 

must be ensured. Bangladesh Bank, the central 

bank of Bangladesh, must take appropriate steps 

independently in this regard. The government 

must also contribute by playing a helping role to 

maintain the price stability. Prudent fiscal policy, 

for example, would be helpful in this regard. 

 

iii) Hassle-free regulatory framework in terms of 

transparent business regulations and simplified 

export and import procedures must be 

determined.  

 

iv) Adequate infrastructure must be built to facilitate 

the country‟s exports. Sufficient investments, 

both from internal and external sources, are vital 

to improve the existing infrastructure facilities. 

Foreign direct investment can play a contributory 

role in this regard. The government must create a 

favourable investment environment by 

improving law and order situation and 

controlling corruption. 

 

v) Proper quality of exportable items must be 

maintained to meet foreign demand.  Better 

education and training to the workers and 

managers in the export industries, establishment 

of more technical schools and colleges, import of 

improved technology for export industries, and 

closed and regular product supervision can 

ensure the quality of exportable items.  

 

vi) Government backed trade related services, such 

as export financing scheme, marketing and 

distribution services and trade promotion 

activities are essential. The government must be 

more supportive of these efforts.   

 

vii) Close partnership between the Government and 

the business community is crucial. Honest 

businessmen, who are really contributing to the 

economy, deserve all kinds of cooperation from 

the government. A clear and constructive 

understanding between these two groups can 

undoubtedly improve the country‟s export 

performance. 

 

viii) Effective negotiations must be undertaken to 

have zero-tariff market access with the three 

developing countries of the SAARC, especially 

with India.  Bangladesh can persuade India by 

raising the point that Bangladesh is a big market 

for Indian commodities. India is the largest 

import trading partner of Bangladesh. So the 

import capacity of Bangladesh must be increased 

for more trade with India..  Easy access of 

Bangladesh‟s exportable items to the Indian 

market will increase Bangladesh‟s export 

earnings and enhance import capacity, which 

will be beneficial for the Indian economy, as 

Bangladesh can use these earnings for increased 

imports from India. 

 

ix) Policy must be pursued for removal of all non-

tariff barriers with respect to trade amongst 

countries of South Asia.   

 

x) The government and the business community 

must work hard for export and market 

diversification. Efforts must be made to increase 

the export of traditional items. Frequent export 

fairs through the foreign missions can be helpful 

to introduce new exportable items to foreign 

buyers. The search for new markets for 

Bangladesh‟s exports should be a continuous 

task for both the government and businessmen. 

 

Summary and Conclusion 

 

Despite the structural limitations of the Bangladesh 

economy, the export sector performed well 

throughout the 1990s. The export growth rate of 

Bangladesh was higher than the export growth rate of 

the world and the SAARC countries. The import 

growth rate of Bangladesh was also higher than that 

of the world and the SAARC countries during the 

1980s and 1990s. Bangladesh‟s import share as 

percentage of world and SAARC countries‟ imports 

has also increased over the years. 

 

The export-GDP ratio, import –GDP ratio and trade-

GDP ratio have increased over the years. The growth 

rate of export- GDP ratio of Bangladesh was the 

highest during 1980-2002 among the SAARC 

countries. However, the balance of trade of 

Bangladesh remained in deficit.  The country also 

had trade deficits with all SAARC countries while 

the trade deficit with India is huge. 

 

The export composition of Bangladesh has been 

changing over the years. The share of primary 

commodities has decreased, and that of 

manufactured commodities has increased over the 

years. In terms of growth rate the performance of 

manufactured commodities is better than that of 

primary commodities. 
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The analysis of import composition revealed that 

import share of principal primary commodities has 

declined while that of principal industrial and capital 

goods has slightly increased over the past years. The 

import growth rate for principal industrial goods is 

the highest, followed by capital goods and principal 

primary goods in FY 1999-2000 and 2001-01. The 

import share of consumer goods and materials is 

around two-thirds of total imports and that of capital 

goods and materials is around one-third of total 

import over the years. Though import payments also 

increased with export earnings, the import growth 

was not as robust as export growth.  

 

The striking features for the Bangladesh‟s exports 

are commodity and market concentration. This is the 

main concern. To address it, there is no alternative 

but to initiate diversification and quality 

improvements. New markets for the country‟s 

exports must also be explored to secure more 

stability in the export sector. To reduce the 

dependence on imported inputs for the readymade 

garments and knitwear industries, Bangladesh must 

make massive investments in both yarn and fabric 

manufactures.  This would create forward and 

backward linkages; and current trade deficit would 

improve.  Furthermore, openness of Bangladesh and 

its trading partners, infrastructural development, 

adequate trade related services, appropriate 

macroeconomic policy and close partnership 

between the government and the business community 

are crucial to improve the country‟s overall trade 

balance. To improve the trade balance with the 

SAARC countries, especially with India, further 

currency devaluation, measures to stop border 

smuggling, removal of tariff and non-tariff barriers 

on Bangladesh‟s exports, arrangement for more 

Indian investment in Bangladesh and political 

harmony in the region are vital. A customs union 

within the SAARC region is likely to offset many of 

the existing trade related problems. 

 

Endnote 

 

1. SAARC: South Asian Association for Regional 

Cooperation; member countries are Bangladesh, 

Bhutan, India, Maldives, Nepal, Pakistan and Sri 

Lanka. 
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Chart 2: Export Growth of Bangladesh: 1991/92-2002/03 
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Changing the World Using Social Business: Breakthrough Ideas from  

Nobel Laureate Muhammad Yunus 
 

Munir Quddus 

 

Abstract 

 
Although capitalism is the economic system of choice in the 21

st
 century, most critical analysts have come to realize 

that capitalism is not perfect. Free markets often stumble and importantly, have not been able to solve some of the 

most vexing problems faced by humanity – poverty, malnutrition, economic disparity, lack of health care, 

unemployment, and environmental degradation – to name a few.  Professor M. Yunus steps in with some innovative 

ideas presented in a new book.  He has proposed a new business model that he calls “social business” run by social 

entrepreneurs not for maximizing profits for its owners and shareholders, but for solving societal problems.  This 

article examines the idea of social business and its many implications.  The literature on the subject of creatively 

using markets to battle poverty and other social problems is bubbling with innovative ideas and practices.  These 

trends have the potential of changing capitalism as we know it and usher in a much improved world for all people.  

 

Introduction 

 

In the 1930s Western industrialized economies were 

caught in a deep recession, an economic crisis of 

global proportions.  Policy and action prescribed by 

the best economic minds of the generation could not 

find a solution.  When capitalism seemed doomed, 

John Maynard Keynes published his path breaking 

book (The General Theory) which put the 

conventional economic wisdom (the Classical model) 

on its head. Critics pronounced Keynes a closet 

socialist bent on undermining capitalism. Keynes 

responded that his prescription for increased public 

sector spending, with borrowed funds if necessary, 

would strengthen capitalism by eliminating the 

extremes of business cycles.  The “Keynesian 

revolution” in economics, proved prophetic as the 

world economies emerged from the great depression 

buoyed by massive government spending, partly 

military and partly civilian.  

 

Globetrotting economist and micro-credit guru, 

Muhammad Yunus’s ideas in his new book, Creating 

a World without Poverty: Social Business and the 

Future of Capitalism, are no less ambitious.  Since 

the fall of the Berlin Wall, the collapse of USSR, and 

the spectacular embrace of free markets in China, 

today capitalism is the dominant economic system in                                                                                                                    

the world.  Socialism and Marxism stand squarely 

defeated.  However, capitalism is not perfect.  Even 

in the richest capitalist economies problems of 

poverty, malnutrition, economic disparity, pollution, 

unemployment, illiteracy, and lack of health care 

have persisted along with abundant wealth. Rampant 

globalization has created emerging economic giants 

like China and India, albeit with frightful impact on 

the global resources and the environment.  The 

resulting environmental degradation is leading the  

                                                                                                                      

Globe towards a catastrophic outcome.  Can we do 

something to save the societies from the undesirable 

side-effects of unbridled wealth creation based on the 

economic models of profit maximization and 

unabashed greed?  

 

How Can Private Business Help Eradicate 

Poverty? 

 

According to Yunus, there is a better way.  In his new 

book, he offers the vision of a new type of business 

and a viable plan of action to save the world from the 

excesses of free markets and globalization.  This 

business model, called a Social Business (SB), would 

be privately owned and managed, but for the 

common good, especially to eradicate poverty.
1
  

Yunus challenges business leaders, policy makers, 

economists and especially the younger generation to 

re-evaluate their pre-conceived notions of capitalism, 

and to imagine a different world, where economic 

freedoms are consistent with sustainable development 

and the poor will be direct participants and 

beneficiaries of globalization and economic growth 

instead of waiting for the “trickle down effect.”   

 

The book with 11 chapters and 261 pages is 

dedicated to “everyone who wants to create a world 

where not a single person is poor.” Written with Carl 

Weber and published by the venerable publishing 

house PublicAffairs, the book is eminently readable 

and accessible.  One of Professor Yunus’s great 

talents is the ability to communicate with a wide 

range of audience.  He is equally at home meeting 

Presidents and Prime Ministers, business leaders of 

the largest global companies, and the poor illiterate 

village women who form the vast majority of clients 

(and shareholders) of the institution he founded, the 
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Grameen Bank.  Despite his doctorate in economics 

from Vanderbilt University, he writes (and speaks) at 

a level easily understandable by the ordinary citizen.  

On January 12, 2008, this book was on top of the list 

among titles in “poverty” category in Amazon.com. It 

could become a best seller like his previous title, 

Banker to the Poor, released in 1998.  M. Yunus on a 

multi-city book tour in America and Europe drew 

huge crowds in many cities, testament to the fact that 

there is hunger for new ideas and alternate solutions 

to the unbridled free markets, excessive 

consumerism, and their unpleasant side-effects.    

 

What about Governance? 

  

Readers who idolize M. Yunus and his work – and 

there are thousands all over the world – will enjoy 

reading the book. They will find that the author, one 

of the most respected and influential elder statesman 

in the world, offers the “next big idea” to solve 

economic problems faced by humanity at this critical 

juncture. At 67, he is in robust health, at the peak of 

his creativity and entrepreneurial talents, still 

displaying enormous energy and enthusiasm for his 

life work.   Since receiving the Noble Prize in Peace 

in 2006, a lot has happened in the author’s life that 

has kept him in the public eye.  

 

Western readers may not be aware that Dr. Yunus 

generated plenty of media attention, not all positive, 

when he announced his intention to enter the political 

arena, provided he receives sufficient support from 

ordinary citizens and the larger civil society in 

Bangladesh. His message of an honest and competent 

government, emphasis on policies to end extreme 

poverty, proven track record as a credible 

spokesperson for the poor, and general optimism 

galvanized many ordinary citizens and professionals, 

previously apolitical, to consider the possibility of 

joining the political process. He announced the name 

of the planned political party and started preparations 

to campaign in the forthcoming elections in 

Bangladesh.  Many believed that this would be a 

welcome break from the corrupt governance and 

dynastic politics that has plagued Bangladesh since 

its birth in 1971.  There was both excitement and 

bitter opposition (from the existing parties) to his 

plans. However, given that a well-meaning neutral 

administration of professionals was working hard to 

implement many of the reforms he supports, Yunus 

eventually decided to step back from his brief foray 

into the political arena to give his undivided attention 

to what he does best –speak on behalf of the poor and 

offer creative solutions to solve global poverty. 

 

In the new book, Yunus makes a compelling case for 

saving modern capitalism and free markets from 

greed, speculation, exploitation, and other market 

excesses.  The new type of organization he proposes 

– Social Business (SB) - will complement the public 

and private sector, and one day could become so 

dynamic and large that it would usher into a world 

free from the worst forms of poverty and deprivation.  

The people who would create and run the cause-

based new businesses are expected to be social 

entrepreneurs committed to harnessing the power of 

free markets for achieving social change.  The new 

business model differs in important ways from the 

traditional model of the non-profit firm, and certainly 

from a charitable organization.  The typical non-

profit do not have investors who can withdraw their 

original investment and walk away. The charitable 

organization must constantly depend on the 

generosity of donors and patrons to continue its 

operation and achieve its mission.  This takes away 

valuable time which could be devoted to improving 

the business. 

  

The Significance of the Private Sector 

 

What will be the mission of SB as an organization? 

Who will create and own these businesses? Who will 

buy their products? What would be the business 

model? What regulatory framework will support 

these companies? Yunus answers many of these 

questions in the book, giving some concrete 

examples of how through the family of “Grameen” 

businesses, and recently in partnership with Danone, 

a French multinational company (known as Dannon 

in the US), some of these ideas have already been 

tested successfully with products, customers and 

management teams.
2
  Given many of the ideas are 

new and untested in theory and practice, only time 

will tell if these ideas are feasible in the developed as 

well as underdeveloped economies, and the particular 

hurdles they might face.
3
  Professor Yunus is hopeful 

that students and faculty in business schools will 

further study ideas he presents by including social 

business themes in the B-School curriculum and in 

their research emphasis. Given the study of 

entrepreneurship, including social entrepreneurship, 

has witnessed a boom in business schools with 

thousands of students taking courses and completing 

programs, this is not farfetched.
4
  There is a hunger 

among the new generation for an alternate model of 

employment where they can use their skills to earn a 

decent living and at the same time contribute to 

building a more humane society.   

 

What do we know of the “business model” for the SB 

type of firms? According to Yunus, the mission of a 

social business is to meet one or more of the many 
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neglected or unmet needs of the society, especially 

the needs of the poor households – those at the 

bottom of the “income and wealth pyramid” a term 

coined by C. K. Prahalad.
5
 It is important to ensure 

that a sizable demand exists for the product or service 

supplied by the social business – so that there are 

customers willing and able to pay a price necessary to 

cover the production costs and a generate a small 

surplus in the long run; this will ensure the ability for 

the business to sustain, innovate, and expand in the 

future.  The SB firm will be a “no-loss” entity so that 

the initial investment is preserved allowing for a 

continuous re-cycling of the capital.  The firm will 

also be “no-dividend” so that the surplus instead of 

being dissipated will be re-invested for future 

expansion and innovation.   

 

Why should anyone invest in a non-profit firm with 

no promise of a financial return? Why would 

entrepreneurs get involved in projects that would 

yield no profits for them and the shareholders? 

According to Yunus, the fundamental nature of 

human being is to help fellow humans to make the 

world a better place. The financing will come from 

individual investors or from large businesses, 

charitable foundations, or organizations such as 

pension funds.  Anyone can invest in these ventures, 

since the urge to make the world a better place is 

universal. Yunus is not calling for replacing the 

existing businesses with the non-profit, but for the 

new SB to complement (and in cases to counter the 

negative consequences of) the for-profit private 

sector. Yunus is a visionary and an optimist–he 

believes one can tap into the “social consciousness” 

of the citizens, the philanthropic sector (e.g., Bill and 

Melinda Gates Foundation) and even the for-profit 

sector for financing these SB ventures.  If the product 

or service provided by a SB is not specifically 

designed to meet the needs of the poor households 

(e.g., micro-finance), at least the ownership structure 

of the business should ensure that the poor 

households benefit from the surplus generated by 

these businesses. 

 

Micro-Finance–A Brief Historical Perspective 

 

The genesis of the Grameen Bank, Yunus’s first 

social business, is now familiar to many. In 1972, as 

a famine ravaged the countryside not far from the 

campus where he taught, Yunus felt compelled to do 

something to alleviate the suffering of the poor.  He 

decided to set aside his books and lecture notes, and 

to learn what causes poverty directly from the poor.  

Under his supervision his team of students using 

simple surveys instead of high powered computer 

models academic economists like to use, arrived at 

results that were dramatic.  Their research revealed 

that the poor are held back not by a lack of effort, or 

disease, or even a lack of education, as much by the 

existing institutional set up – in particular an 

entrenched banking system and culture that refused to 

extend credit to them for legitimate (small) business 

investments.  With no access to institutional credit, 

the poor become hostages in the hands of the village 

money lenders (loan sharks).  As a pilot project, he 

loaned $27 from his own pocket to help several poor 

households free themselves from the money lenders’ 

trap.  He was pleasantly surprised when the poor 

households returned all of the borrowed funds on 

schedule.  He approached the local banker to 

convince him that there is large market for credit in 

the villages.  The banker was amused.  How can the 

poor be bank customers when they have no assets to 

be used for collateral? Eventually, after much 

determined effort, networking, and support from the 

Central Bank and the Ministry of Finance, Yunus was 

able to establish his own bank specifically to help the 

poor households in the countryside, something the 

traditional public and private banks were unwilling to 

do.  The Grameen Bank (GB) was formally 

established in 1983. Will it become yet another 

institution created to help the poor that ends up 

ignoring their needs? Fortunately, it has lived up to 

its promise.  Some twenty five years later, the GB has 

disbursed over 6 billion dollars in small loans (micro- 

credit or micro-finance) to more than 7 million 

(mostly women) clients at the bottom of the income 

and wealth pyramid.  As a result of these loans and 

by their hard work and entrepreneurship, a few 

million households have succeeded in permanently 

escaping poverty.  With a 98% repayment rate, the 

bank has been profitable, without any new donor 

funds, for most years of its existence, despite a few 

serious crisis caused by natural disasters.  This story 

retold in his 2006 Noble Peace Prize lecture is 

included in the Epilogue chapter of this book.
6
       

 

From Micro-Finance to Social Business 

 

The book brings together the essence of Dr. Yunus’s 

thinking on poverty alleviation using innovative 

techniques and approaches.
7
 After speaking for the 

past few years on the importance of social-objective-

driven businesses, and having created a few, he has 

arrived at the conclusion that a new breed of business 

model (social business) is the best way to impact 

global poverty and related problems within the 

context of capitalism and free markets.  Yunus 

recommends fighting poverty not with profit 

maximizing businesses, nor with an expansion of the 

public sector, but rather with socially conscious 

businesses that are sustainable and built to directly 
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alleviate social needs and poverty.  Professor Yunus 

is suggesting an important alternative to rampant 

globalization where powerful multinationals and 

local monopolies and corrupt politicians and 

bureaucrats rig the institutional framework to exploit 

the poor, rather than serve the low-income in a win-

win framework.
8
  His hope is to get both young 

entrepreneurs and more experienced business people 

interested in the idea, provide a working model and 

help create a supportive environment. With the right 

leadership, once a critical mass is reached and a few 

successful models come to exist, this could become a 

movement for change.  Fortunately, all over the 

world, enlightened and ambitious activists – social 

entrepreneurs – are already busy at work using 

unconventional business models to solve vexing local 

problems.
9
 

 

The book is full of innovative ideas, the hallmark of 

Muhammad Yunus.   Is it possible to eliminate 

poverty worldwide through micro-finance and other 

unconventional means that represent fresh out-of-the-

box thinking?  I believe it is.  Social Business creates 

a type of business and investment opportunity that 

takes the best features of the private sector 

(incentives, problem solving, commitment to 

customer needs, and efficiency) and compliments it 

with the best of the public sector (produce a good or 

service that meets the society’s needs at a price 

affordable by the poor households).  Such an entity 

would have an edge to the philanthropic model since 

it does not depend on extended goodwill of the 

donors, and importantly, does not perpetuate 

dependence on the part of the recipients. 

 

Yunus argues that the traditional business models and 

economic theories of capitalism are inadequate – they 

neither fully explain the facts on the ground, nor do 

they envision a world free of poverty.
10

   The theories 

are often based on overly simplistic assumptions 

(profit maximization is the only reason for a firm to 

exist, or entrepreneurship is a rare skill). Worse, the 

defenders of capitalism and free market are blinded 

by ideology, and refuse to recognize that capitalism 

as an institution is less than perfect - the fault is not 

with the incomplete markets and other problems such 

as monopoly (“market failures”), but with the model 

itself (“conceptualization failure”).  As a result, when 

the real world markets produce undesirable results – 

such as a continuation and even increase in poverty, 

disparity, and deprivation – economists are unable to 

explain or offer good solutions. Like the famous 

British economist, John Maynard Keynes, who 

presented a critique of capitalism during the 

depression of 1930s and proposed a solution – 

increased governmental spending – to lift the 

economies and strengthen capitalism, Yunus presents 

his case for socially conscious business as a recipe to 

strengthen free markets, not to replace them.  He 

considers capitalism and globalization to be efficient, 

but imperfect frameworks for creating wealth and 

developing societies.   

What about trends in modern business where many 

profit maximizing business (PMB), sometimes 

prodded by their shareholders, are presenting 

themselves as socially conscious citizens? The new 

buzzword is corporate social responsibility or CSR. 

Yunus considers these trends a positive development, 

but feels that “hybrid” nature of these commitments 

is risky.  He believes the pressure for higher short-

term earnings and higher stock prices from the 

shareholders will eventually dominate all other 

(social) considerations.  He discusses the positive 

role played by the NGOs worldwide, and this should 

continue and even expand.  He recommends growing 

more social businesses since these enterprises are 

able to harness the powers of free market and 

entrepreneurial talents, and yet are designed to 

directly assist the poor households grow their income 

base.   

 

A Look at the Literature 

 

Dr. Yunus’s ideas and prescriptions serve as an 

interesting contrast to the writings of C. K. Prahalad 

in his book, The Fortune at the Bottom of the 

Pyramid, where he argues that businesses can “fight 

poverty through profits,” if only the private sector 

would learn to take advantage of the enormous size 

and buying power of the poor household.
11

 Prahalad 

argues for a change in thinking among businesses so 

that poor households - the bottom of the pyramid 

(BOP) - become the focus for the private sector.  He 

gives many examples of firms in India, some on the 

fringes and some well established, doing exactly this.  

M. Yunus holds that the poor should not be looked 

upon only as potential customers to be exploited. For-

profit firms interested in serving the poor should be 

clear about their motives – they are for-profit and 

their first loyalty remains to the shareholders.  One 

interesting overlap is the case of Arvind Eye Care 

started in 1976 by the famous Dr. G. Venkataswamy 

(aka Dr. V) to eliminate needless blindness in his 

home state of Tamil Nadu. The highly successful 

model was based on the concept of serving both the 

paying patient and the poor (at nominal cost); high 

volumes will generate a surplus for future 

expansion.
12

 Yunus discusses a similar program 

undertaken by the Grameen Health Care Services 

Ltd. a new social business that will set up eye 

hospitals, capable of performing 10,000 cataract 

operations annually with the “Robin Hood” pricing.
13
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It seems the “time is right” for these ideas to impact 

the real world.  A growing number of individuals are 

taking up the challenge and creating new businesses 

to deal with local and global problems ignored by the 

markets.  Business schools are taking notice with 

some changes in curriculum.  A few important 

foundations, notably the Schwab Foundation, the 

Skoll Foundation, and Ashoka have made important 

contributions to support the development of ideas and 

practice in this exciting field.  Other foundations, 

such as the Rockefeller foundation are getting 

interested.  Bill Gates in a recent speech at the World 

Economic Forum in Davos, Switzerland, spoke on 

the necessity of moving towards a “creative 

capitalism” that would generate new business models 

to solve the most pressing societal problems. Neither 

the non-profit philanthropic sector nor the for-profit 

private firms by themselves are able to successfully 

solve these global problems.  

 

Yunus lays down a challenge, especially for the 

young.  His ideas can be implemented by the energy 

and the enthusiasm only the young can bring.  Much 

work, conceptual and practical, must be done before 

the SB model is universally accepted and 

implemented.  If the new generation of entrepreneurs 

buy into the promise of social businesses, this could 

become a movement until “poverty is put in the 

museums.”  He believes an overemphasis on 

consumerism and materialism displaces other values 

and goals such as sustainability and egalitarian 

income distribution.
14

 The millennial or “generation 

Y” seems interested in these issues much more so 

than their parents.  They are entrepreneurial and 

highly socially conscious.  SB can be an important 

vehicle in countering the damaging trends in 

globalization and achieving the goals of a much more 

sustainable global economic model. 

 

Yunus makes a strong case that it is possible to create 

a national and a global economy where the worst 

form of poverty is eliminated and problems of 

pollution, food, health care, and access to the basics 

is ensured for all.  Of course he is not speaking of 

high standards of living by Western measures for all, 

rather a decent life with basic necessities assured for 

all. This can be achieved, not through a socialistic 

welfare state, but rather within the free market 

framework.  The answers to the major problems lie 

neither in an expansion in government or the public 

sector, not via unfettered markets and globalization, 

rather in the right mix of the two within the 

framework of social business that utilize human 

creativity and entrepreneurship and incentives to 

serve one’s own family and ambition and also the 

society. 

Theory and Practice–Precursors 

 

Yunus discusses in detail recent work in starting and 

testing the social business model–a company with the 

core mission of serving the needs of the poor. The 

investors do not receive any returns except the ability 

to withdraw their original capital.  The Grameen 

Danone may be the first example of a big multi-

national based in the West partnering with a Social 

Business based in a developing nation to create a 

joint venture firm designed to meet the needs of the 

poor using world class technology and business 

practices.
15

  From conception to finish, the mission of 

the new company was to deliver a product that will 

improve the nutrition levels of children in poor 

households.  Much conceptual and technological 

breakthroughs have gone into the product - a tasty but 

inexpensive yogurt produced entirely with local 

ingredients and sold at cost price primarily to the 

children of low income families with children who 

live in the countryside.  A second project is 

underway– eye care hospitals where doctors will 

perform cataract surgery restoring eye sights to the 

elderly poor.  The model is based on the famous 

Aravind Eye Hospital in Madurai, India. The clinics 

will use “Robin Hood pricing” where the regular 

patients are charged market price for eye care in 

order to provide good quality eye care for poor 

patients at a nominal price.    

 

How viable is the concept of social business? Will 

the concept work in the developed market economies 

as well as in developing nations? Professor Yunus 

believes this alternate model of business is eminently 

viable and sustainable.  He believes that to realize a 

goal, one has to be able to imagine and believe that 

this can de done.  This is a powerful message that is 

often ignored.  Yunus thinks big, he does not let 

existing models, mental frameworks, hurdles, and 

critiques derail or distract him.  This is especially the 

case with his willingness to innovate and adopt 

simple solutions to seemingly big problems.  

 

There is much more in his new book which captures 

the evolution of his thinking over the last decade – 

ideas on how to reform the World Bank, the promise 

of the modern IT technologies in creating a world of 

opportunities for the world’s poor, a wish list for 

2050 (one must imagine first and then work to 

implement) that includes a world free of the worst 

forms of poverty, and without border restrictions, 

unemployment, and wars.  Yunus is a visionary and 

an idealist – but he is also pragmatic. His speaks with 

conviction from toiling for many years in the fields 

conducting social and business experiments to solve 

the great puzzle of poverty.  He is eminently credible 
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when he preaches that these are not merely dreams, 

but a vision of what is possible provided a critical 

number of leaders come to believe that these are 

achievable goals.  This book is a treat from the 

prophet of the poverty free world.  It is a must-read 

for policy makers, scholars, business people, and the 

ordinary citizens who care deeply about the future of 

humanity. 

 

Conclusion 

 

Although the promise of social business, an 

organization that combines the best features of for-

profit and non-profit business is exciting – many 

hurdles and challenges must be overcome before this 

model has a major impact.  Much work, both 

conceptual and practical, needs be done before the 

promise of the social business is fully realized.  

Given the existing tax laws, the regulatory 

framework in the West does not encourage such an 

entity.  Even though Bill Gates has recently spoken 

on the shortcomings of the existing models to solve 

societal problems and called for a more “creative 

capitalism,” most business leaders are still wedded to 

the traditional profit maximization role of business. It 

will take time and leadership before a vibrant “fourth 

sector” emerges to solve societal problems using the 

energy of free markets. When this happens, we will 

be grateful to Muhammad Yunus for his ideas, 

leadership and work. 
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Focus on Women: Development for Empowerment or Business? 

A Review Essay 

 
Elora Halim Chowdhury 

 
It is generally believed that Non-Governmental 

Organizations (NGOs) have played an important role 

in improving the lives of women in developing 

countries, and that NGOs can be effective in the 

struggle against poverty, oppression towards women, 

and „underdevelopment.‟ Particularly in post Cold 

War era, these organizations have flourished across 

countries in Africa, Latin America, and in South 

Asia. Bangladesh, in that sense, has had a relatively 

long history of being a „target‟ of NGOs in reducing 

poverty and „empowering‟ women. And, many 

NGOs have used micro-credit programs, the offer of 

small loans to individuals with little or no financial 

collateral, as a way to improve the lives of the rural 

poor. Micro-financing has been widely used by 

organizations such as Grameen Bank, and 

Bangladesh Rural Action Committee (BRAC) as a 

way to reduce poverty in Bangladesh and „empower‟ 

women. The popularity of micro-financing programs 

was exemplified in 2006 when Professor Muhammad 

Yunus and the Grameen Bank were awarded the 

Nobel Peace Prize for their work in rural Bangladesh. 

Nonetheless, the impacts and effectiveness of micro-

credit programs have been a source of controversy 

within the academic world. Research by different 

scholars on the issue has brought contradictory 

findings. This paper will offer some reflections on the 

different views regarding the impacts and effects of 

micro-financing programs in rural Bangladesh. Any 

definite conclusion on whether micro-credit programs 

are on the overall beneficial or problematic is far 

from being reached. However, it is clear that many 

have overestimated the positive effects of those 

programs in Bangladesh. 

 

Bangladesh has become a center for the work of 

NGOs since the 1971 Liberation War from West 

Pakistan. Following the war, subsequent governments 

in power, seeking international aid, welcomed NGOs 

and the United Nations to the country to implement 

developmental activities and programs for the poor, 

especially poor rural women (Karim, 2004). Since 

then, NGOs‟ activities have changed their main 

objectives and ways to operate in Bangladesh. In the 

1970s, those organizations were concerned in filling 

the vacuum created by the lack of services provided 

by the state to those in need. Welfare-oriented NGOs 

often focused on providing or improving services 

such as healthcare, housing, and nutrition. By the 

1980s, NGOs shifted to become more development-

oriented: the goal was to transfer technical assistance 

to the population, such as professional training and 

skills, and knowledge. However, another change took 

place towards the end of the 1980s. As Hashmi 

(2000) explains, 

 

By the late 1980s, there had been a major 

transformation in the nature of NGO-

activities – health, nutrition, family planning 

and other community development and 

welfare-oriented activities were soon 

replaced by market – and profit-oriented – 

activities, „because ultimately NGOs were 

playing at business rather than helping 

people meet the demands of a real 

marketplace‟. (p.149). 

 

NGOs were now focused on using market activities 

as a way to help poor communities improve their 

lives and „develop‟, at the same time that profit 

would serve as a way for NGOs to maintain their 

„financial sustainability‟. 

 

Using that rationale, organizations such as Grameen 

Bank and BRAC began to offer micro-credit 

programs to the poor. The idea was to fight poverty 

by increasing income-generating activities in rural 

areas by making “small-scale capital” available to 

impoverished villagers (Chowdhury, et al., 2005). 

Thus, those organizations made use of micro-

financing programs in achieving their goals, while 

maintaining market-oriented activities. The Grameen 

Bank, for instance, became an official financial 

institution in 1983, being regulated by the Central 

Bank of Bangladesh. The examples of Grameen and 

BRAC made other micro-financing-oriented NGOs 

flourish in Bangladesh. “Bangladesh has experienced 

rapid growth in the micro-credit sector since 1990. 

Prior to 1990, only a handful of organizations were in 

operation. Many NGOs adopted and built on the 

experience of the Grameen Bank. (…) Currently 

more than 1000 NGOs operate micro-credit programs 

in Bangladesh” (Chowdhury, et al., 2005 p. 299). 

And, most micro-financing programs have targeted 

mainly poor rural women in the fight against poverty 

and in search for economic and social developments 

in Bangladesh. “Both organizations, [Grameen Bank 

and BRAC], as they have evolved, have focused their 

programs increasingly on women, and have 

attempted to draw women out of isolation mainly by 
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providing them with economic opportunities” 

(Hashemi, Schuler and Riley 1996, p. 636). The idea 

has been to improve the lives of entire households, 

whose members would, allegedly, be able to increase 

their earnings by investing the loaned money. 

Furthermore, women would be „empowered‟ because 

they would be the recipients of those loans, and, 

ideally, the ones controlling the use of money. 

 

The focus on women as the main recipients of loans 

has been the source of heated debates among 

scholars. Empirical research on the effects of micro-

credit programs in empowering Bangladeshi women 

is scarce. The few available offer conflicting results. 

Some scholars argue that those programs have played 

an important role in enhancing the lives of 

impoverished rural women, and in changing gender 

relations in Bangladeshi society. Hashemi, Schuler 

and Riley (1996), for instance, conducted a study in 

six Bangladeshi villages during 1991-94 to measure 

the impacts of micro-credit programs on “women‟s 

roles and status and in norms related to 

reproduction.” The goal was to determine whether or 

not women were „empowered‟ after receiving loans. 

The researchers concluded that, 

  

Participation in Grameen Bank and BRAC 

increases women‟s mobility, their ability to 

make purchases and major household 

decisions, their ownership of productive 

assets, their legal and political awareness 

and participation in public campaigns and 

protests. Another analysis suggests the 

programs also decrease women‟s 

vulnerability to family violence (Shuler et 

al., 1996). In spite of focusing narrowly on 

credit , Grameen Bank (and to a lesser 

extent, BRAC) functions as a catalyst in 

transforming the lives of women. (p. 650) 

 

The findings, according to the researchers, attest that 

micro-credit programs have been effective in 

empowering women in rural Bangladesh, especially 

because female-loan-recipients become a new source 

of income in the household, and therefore begin to be 

respected by other family members. Women are then 

able “to negotiate gender barriers, increase their 

control over their own lives, and improve their 

relative positions in their household” (Hashemi, et al. 

1996, p. 650).  

 

Furthermore, NGOs‟ activities are often linked with 

changes in gender relations in rural Bangladesh. 

Some scholars argue that these organizations have 

played an important role in challenging the 

patriarchal and oppressive social norms often 

defended by religious and rural elites. As Alam 

(1998) explains, 

  

Since independence in 1971, a quiet 

revolution has been taking place in 

Bangladesh, especially in the rural areas 

where most Bangladeshis live. Rural women 

are becoming politically organized and 

asserting themselves. Various NGOs are 

placing more importance on girl‟s education. 

Women are accepting family planning in 

greater numbers and lowering the birthrate, 

and women‟s contribution to the family 

income – a sign of independence – has 

increased. Rural Bangladesh, in particular, is 

going through a rapid social transformation 

where the Islam-based interpretation of 

gender relations is constantly being 

challenged. The Bangladeshi Islamic 

fundamentalists are responding violently to 

these challenges. (p. 262) 

 

Here we see that NGOs have come to challenge the 

religious discourse of elite male authorities in the 

Bangladeshi countryside. Income-generating women 

have become economically and socially more 

independent. Also, NGOs have pushed for the 

extension of education to girls, and for the increase in 

family planning. However, this piece also talks about 

the effects of NGOs‟ challenge to the clergy‟s 

stronghold on the lives of rural Bangladeshis. 

Islamist leaders have often made use of religious 

discourse to incite violence, especially against 

women, by claiming that NGOs are interested in 

destroying Islam, and „Westernizing‟ Bangladeshi 

society with „Christian seals‟ (Karim, 2004). That is, 

women become the battleground where ideas and 

meanings of tradition and modernity are contested 

and manifested. 

 

Some scholars, on the other hand, have argued that, 

although NGOs have brought about some social 

changes to rural Bangladesh, these changes have 

been minimal in challenging gender relations. 

Instead, the idea is that „competition‟ with the clergy 

and rural elites has led to further exploitation of poor 

women, now by micro-financing NGOs, at the same 

time that patriarchal structures have remained intact. 

As Karim (2004) explains,  

 

The work of development NGOs that 

targeted women as their beneficiaries 

challenged the authority of rural patriarchy 

and changed the dynamics of rural power by 

introducing the NGO as a new patron into 

the community, and at the same time, by 
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mainstreaming poor women as labor and 

consumers into the economy. While these 

NGO programs have created limited 

opportunities for women and their families 

to earn a living, they have also created 

parallel conditions of violence and 

domination against poor women who are 

willed into this process not as informed 

agents but as clients of these NGOs. (p. 301) 

 

In that sense, NGOs‟ programs, such as micro-credit, 

serve as tools for these organizations to expand their 

clientele by enlisting poor women in need. The 

market-focused NGOs have been responsible for 

creating a patron-client relationship between those 

organizations and women. Poor rural women are then 

used by NGOs as the foot soldiers for social change 

and for the achievement of the goals of those 

organizations (although women are often uninformed 

of their new 'role'). In that sense, because of their 

relation of debtors to NGOs, women, instead of being 

conscious agents in the struggle against patriarchal 

oppression and domination, become subordinated to 

those organizations, as women now have a relation of 

economic dependency with NGOs. Because of 

Islamists' opposition to this new 'role' of women, 

poor rural women end up being victimized even more 

- usually being discriminated in society and at times 

suffering physical attacks by men.  

 

Some scholars argue that the caveats of micro-credit 

programs go even further. As NGOs have become 

profit-oriented organizations, and financial 

sustainability has become crucial for their existence, 

loan recipients have had to carry the burden of micro-

financing program‟s heavy market terms. Often, 

membership fees and interest rates on micro-loans are 

very high. “Most of the micro-credit institutions 

follow the flat rate method in calculating total 

interest, very few follow the declining method. Under 

the flat rate method, NGOs charge interest rates 

typically between 10% and 30%” (Chowdhury, et al., 

2005). In the case of Grameen Bank, the largest 

micro-lending institution in Bangladesh, interest rates 

in combination with membership fees and other 

charges near the 28% mark (Hashmi, 2000). 

According to  Rahman (1996), this is how Grameen‟s 

loan operations work: “The member repays all her 

installments on a specific loan within fifty weeks of 

its acceptance (2% on the capital amount must be 

paid every week). Then the interest (20% yearly) and 

the emergency fund (25% of the calculated interest 

amount, which is 12.5 times greater than a member‟s 

regular weekly installment) must be paid within the 

remaining last two weeks in order to qualify for the 

next new extension of credit” (13). The high interest 

rates, fees and charges are all to be paid towards the 

end of the program, making it impossible for a large 

part of recipients to repay their debt by themselves, 

without taking up additional loans. As Rahman 

(1996) explains, “In my sample, over 95% of all 

members pay the interest and emergency fund 

through short term borrowing from sources other than 

their own” (p.14). The problem here is that those who 

receive loans from Grameen Bank end up entering 

what Rahman calls a “spiral debt cycle.” And 

women, once again, become susceptible to social 

victimization: as the recipients of loans, they are the 

ones responsible for repayment; if they default their 

obligation, they are publicly scolded, and are often 

victims of violence by husbands or family members 

(since defaulting would be a source of 

embarrassment).  As Shelley Feldman (1997) states, 

 

The Grameen Bank Project, for instance, 

places responsibility for loan repayment on 

groups formed as venues of support and 

learning for new recipients. The 

reorganization of the social collectivity to 

ensure loan repayment serves as a 

mechanism of social control rather than an 

arena for building social solidarity and 

creating relations of social obligation and 

reciprocal exchange, since repayment by all 

group members is required before new loans 

are disbursed. (p. 60) 

 

In other words, the program terms can be and have 

been responsible for making women enter a perpetual 

debt cycle, as well as for making women be in 

constant threat of violence by other loan recipients 

and their family (especially in the case of women in 

Grameen Bank‟s programs). 

 

Critics argue that the reason why women commonly 

have to rely on the use of other loans for repayment 

of interest rates and fees is because of another caveat 

of micro-credit program: loans are not usually used 

or invested in long-term-income-generating activities. 

The issue here is that Grameen Bank and BRAC tend 

to measure the effectiveness of their micro-lending 

programs not by how the money is being invested by 

women or their families, but by the recovery rate of 

the money lent. “The credibility of a bank worker lies 

mainly in his successful collection of installments 

from members. Bank‟s pressure and the full 

collection of installments hardly leaves time for the 

bank worker to supervise the investment of loans” 

(Rahman, 1996). Because of the lack of supervision 

and lack of close work with loan recipients, the 

consequence is that, instead of investing the money in 

income-generating projects that could boost their 
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earning capabilities, women tend to use their loans in 

minimally productive or largely unproductive 

activities. As  Goetz and Gupta. (1996) explain, 

 

Low-income women borrowers in 

Bangladesh invest cautiously in low-risk, 

familiar, low-productive enterprises. (…) By 

far, the bulk of loans taken by women in 

special credit programs are invested in 

traditional activities such as paddy husking, 

petty trade, and livestock rearing, most of 

which show a negative return to labor when 

it is imputed to the male agricultural wage 

rate. (…) By and large, none of the larger 

special credit programs have succeeded in 

shifting women out of traditional income-

generating activities, although most do 

acknowledge the importance of encouraging 

more profitable and socially valued 

nontraditional forms of entrepreneurship for 

women. (p. 57) 

 

Major micro-credit programs have in general failed to 

economically „empower‟ and emancipate women, as 

loan recipients often invest their loans in 

conventional activities with low productivity and 

return. There seems to be a lack of efforts by those 

organizations to implement policies that could push 

for an increase in investment of loans on income-

generating activities. As NGOs have become market-

oriented and, consequently, more preoccupied in 

making sure loans are repaid on time, the result is 

that the lack of a more „quality-oriented‟ supervision 

on the use of loans by NGOs tends to perpetuate 

women in the position of debtors, incapable of 

repaying loans with their own funds. 

 

Furthermore, experts argue that micro-credit 

programs have had an insignificant role in the 

reduction of poverty in rural Bangladesh. It is a myth 

that most micro-credit programs have been successful 

in alleviating poverty in the long-run in the 

countryside.  Hoque (2004), for instance, presents the 

findings of a survey of 4,364 households conducted 

in 1996 in Matlab, a rural region of Bangladesh, that 

examined the impact of micro-financing on poverty 

levels in the region. Hoque explains, 

 

The regression results suggest that BRAC‟s 

micro-credit program has had a minimal 

impact on the reduction of poverty. Taken 

together, the statistically insignificant effect 

of micro-credit on household consumption 

and the higher incident of poverty among 

BRAC households relative to non-BRAC 

households leads to the conclusion that 

micro-credit had negligible impact on the 

reduction of poverty. 

 

The explanation for this is also associated with the 

use of loans in unproductive activities. Large part of 

the households in the survey used loaned resources 

for unproductive purposes (Hoque, 2004). Because 

most programs lack more long-term-oriented 

solutions for the reduction of poverty, loan recipients 

tend to see little change in their living standards after 

the first years of borrowing money. As Hashmi 

(2000) states,  

 

Since 'livelihood enterprises' are usually 

secondary or tertiary rather than the primary 

source of household income, these 'seasonal, 

intermittent and part-time' (and uncertain) 

sources of income from subsistence-

oriented, livestock-rearing or paddy-husking 

projects for women, cannot be long-term 

solutions of poverty. (...) In the long run, as 

T. W. Dichter suggests, the outcome of such 

micro-credit-based projects is stagnation and 

decline in growth as after the second or third 

loan cycle 'either people stop borrowing, or 

they stop increasing the amount they 

borrow. (p. 164) 

 

It is clear that the use of money in 'conventional‟ 

activities hold loan-recipients back from increasing 

their incomes. In the long run, faced with the high 

costs of taking up loans and the small returns from 

loan investment, poor villagers often "opt out of 

micro-credit schemes.” (Hashmi 2000, p. 164) 

 

However, not all NGOs in Bangladesh have used 

micro-lending programs in similar ways as Grameen 

Bank and BRAC. Some grassroots women's NGOs 

have played an important role in 'empowering' 

women through consciousness raising, education, and 

long-term-oriented activities. According to  Goetz 

and  Gupta (1996), some women's NGOs in 

Bangladesh, such as Thengamara Mohila Sabuj 

Sangha (TMSS), have focused on countering 

"gender-specific constraints to assertiveness, 

confidence, and power within households and the 

local community" (p. 56). "Consciousness-raising 

among women borrowers is a central program 

component, and for TMSS, pursuing cases through 

local courts of illegal divorce, deprivation of 

inheritance rights, default of maintenance payments, 

and rape, represents a significant part of the workload 

of its staff" (Goetz & Gupta, 1996 56). In this sense, 

these NGOs offer micro-loans to poor rural women at 

the same time that they center their work on trying to 

effectively educate women, and represent them in 
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cases in which they have been victimized. Loan 

recovery no longer becomes the main objective of 

their micro-credit programs; instead, real 

'empowerment' of women is sought. Hashmi (2000) 

provides the example of another grassroots women's 

organization,  Saptagram Nari Swanirvar Parishad, 

whose work also differs from those of the larger 

micro-credit NGOs,  

 

Unlike BRAC, Saptagram Nari Swanirvar 

Parishad, the Seven Villages Women‟s Self-

Reliance Movement (Saptagram), is a grassroots 

organization of women, founded by history 

professor Rokeya Rahman Kabeer in 1976. (…) 

One of the achievements of this NGO is making 

its members (exclusively women) aware of the 

prevalent social prejudices against women. (…) 

Saptagram‟s modus operandi as well as its 

composition are different from BRAC‟s and that 

of many other NGOs, run by men. Rather than 

adopting a short-term, welfare-biased 

programme, Saptagram has taken a long-term 

plan of empowerment of its members. (p. 158) 

 

 

Here, once again, women's NGOs seek policies and 

programs that are more long-term oriented. The idea 

is to increase women's awareness of the 

discrimination and unequal gender relations they 

experience, as a way to make them more likely to act 

against social prejudice. Saptagram also seeks to 

"initiate non-traditional income-generating 

activities," as a way to avoid the perpetuation of 

indebtedness, and as a way to effectively help rural 

areas develop and poverty levels decrease. 

 

 

In conclusion, NGOs have flourished in Bangladesh 

as well as other developing countries in the last 

decades, often bringing with them new mechanisms 

of social control of subordinate populations. It is 

often believed that the micro-credit programs offered 

by large NGOs in Bangladesh have played a crucial 

role in 'empowering' poor Bangladeshi rural women, 

and in helping rural communities reach better living 

standards. However, the actual effectiveness of these 

programs has been a source of controversy among 

scholars. Although some studies have found Grameen 

and BRAC's programs to be beneficial for poor 

villagers, many other researchers have pointed out 

the caveats of micro-credit schemes. As it was 

argued, these programs have been the source of 

increasing violence against women in poor areas, at 

the same time that they have showed little results in 

alleviating poverty in the long run. Instead, the high 

interest rates on loans, and the main goal of loan 

recovery suggest these profit-oriented NGOs have 

been concerned more on financially sustaining 

themselves rather than concretely making women 

better off. It seems that grassroots NGOs led by 

women have done a better job in working towards 

more long-term changes in rural communities and in 

empowering women. It is crucial that NGOs like 

Grameen and BRAC revise the terms of their 

programs and their policies so that they become more 

long-term oriented and more focused on really 

seeking social change and development in 

Bangladesh. It is undeniable that NGOs have been 

important in bringing some change to poor areas of 

the country. Nonetheless, the success of micro-credit 

programs has been overestimated, and, today, it 

seems their effectiveness has become more of a myth 

rather than reality. 
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