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There’s never a dull moment in Bangladesh!  The 
sheer excitement and euphoria of hosting the ICC 
World Cup Cricket tournament, a first for 
Bangladesh, and the high spirits in which the nation 
was catapulted to the world stage, was sadly trumped 
by an equally, if not more, deflating experience 
involving the Government of Bangladesh (GOB) and 
the country’s only Nobel Laureate who brought for 
the nation global recognition and great pride. In the 
latter case, what ought to have been settled within the 
law, amicably, with grace and dignity, and with an 
eye out for the nation’s image at home and abroad, 
has turned into a bruising battle of wills, resulting in 
an unfortunate spectacle for the whole world to 
witness. 
 
The political machinations that are a part and parcel 
of Bangladeshi life are, thus, brewing once again. 
While much has been said by both sides in the Yunus 
vs. the GOB affair, the question is how much do we 
really know? What could have led to the buildup of 
this sad and dispiriting episode? Speculations and 
emotional outbursts abound in the media that provide 
grist for the mill. But has there been a dispassionate 
analysis, based on the facts, to render proper 
judgment on “what” had transpired and “why” it had 
to come to this?  Insights into these questions are 
sorely needed to avoid similar situations in the future: 
Not only do they cut deeply into the national psyche 
and instill similar behavioral patterns, especially 
among the political class; they also project 
Bangladesh in a bad light to the rest of the world. 
 
Since the matter has now reached the courts, it will 
also be a test for the legal system to prove its 
independence and demonstrate its ability to render a 
considered opinion that will garner the confidence of 
the people. The decision of the court is also likely to 
have long term implications for the way in which the 
government ought to conduct itself.  
 
In fact, on the matter of how the situation has been 
handled, what is eminently clear from the views of a 
wide spectrum of commentators is the relative 
obtuseness of the government in managing Yunus’s 
transition. And the epithets that seem to be flying 
around do not dignify those who hurl them. Such 
attitudinal nonchalance can come across as ominous, 
signaling that the government can freely exert its will 
without considering its responsibility and the 
attendant consequences. The greater concern, 
however, is that the GOB’s stance might send the 
wrong signals to those who have come to depend on 

microcredit.  If the several million borrowers lose 
faith and begin to default in large numbers, one of the 
bastions of poverty alleviation could crumble with 
serious consequences.  
 
Unfortunately, Bangladesh seems to lack the 
institutional mechanisms and a set of ground rules to 
address matters of such significance that accompany 
the nation’s evolution. Consequently, they are often 
handled by a show of strength, often in sordid ways 
that, in the past, resulted in the brutal murders of two 
of the nation’s leaders, not to mention the numerous 
others who have also fallen at one time or another for 
lack of alternative conflict resolution mechanisms. In 
the absence of institutional mechanisms, although 
some may exist in name only, when resolutions of 
conflict have involved muscle, they have often been 
accompanied by brutish, brash and indiscriminate 
acts. The price to the nation for such acts, in 
instability and political rancor, has been heavy. The 
matter of hartals, that brings economic and social life 
to a standstill, is another case in point where discords 
are settled on the streets of Bangladesh, not in the 
Parliament, causing much harm and damage to lives 
and livelihoods.  
 
The litany of the battle of wills, at levels where the 
nation’s destiny is determined, is long and not the 
subject of this editorial; unfortunately, the showdown 
between the GOB and Muhammad Yunus and his 
global coterie of powerful friends, including the US 
Secretary of State, Hillary Clinton, seems likely to 
end up with no real winners. Instead, this episode 
may indeed have long term, unintended, and 
insidious effects on politics, microcredit, and the 
numerous borrowers and members of Grameen who 
had found some refuge from poverty in the ideas of 
the nation’s only Nobel Laureate. 
 
Why does Bangladesh experience such dysfunctional 
conflict time and again? Nurul Islam attempts to 
provide some insight into this behavioral pattern by 
addressing the issue of governance. As he suggests, 
“… improvements in governance occur over a period 
of time and in a sequential manner.” Unfortunately, 
in forty years since the country’s liberation, the most 
important reform of all – political reform—has seen 
very little improvement.  Power has consistently been 
concentrated in a few hands that have been resolute 
in their unwillingness to share it.  Until this 
asymmetry is corrected, through representative 
institutions, voice and accountability, rule of law, 
regulatory quality, independence of the judiciary, 
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corruption control, etc., instability will continue to 
prevail with its attendant effects on quality of life of 
the citizenry. In this, the initiatives of the 
international agencies in helping define, measure and 
disseminate the quality of governance across nations 
and over time is to be lauded; such initiatives can go 
a long way in empowering the political leadership, 
civil society, think tanks, media, local governments, 
and external agents to step forward in pushing harder 
for effective reforms. 
 
Salim Rashid and A.K.M. Riaz Uddin suggest the 
need for “increased emphasis on internal 
coordination and on local governance as a 
prerequisite for successful development in a market 
economy.” Using a case study of the transportation 
infrastructure, they argue how cooperation at the 
local level can address some of the social costs that 
arise from traffic congestion and lead to greater 
social benefits for a defined population. However, 
bringing about the needed cooperation and 
coordination is a complex exercise that is not well-
understood as reflected in the attitudes of the head of 
the terminal committee or the local Chairman.  
Cooperation, as the authors suggest, is difficult to 
sell. Perhaps the key ingredient in promoting greater 
cooperation is the ability to devise an appropriate 
incentive structure and being able to communicate it 
across multiple levels of stakeholders.  How this 
might be accomplished for a community with 
different stakeholders and distribution of interests 
requires much more research. 
 
Muhammad Masum argues for regional development 
through economic cooperation between the North 
Eastern states of Bangladesh and India. Relying on 
extensive socio-economic data based on his study for 
the World Bank, Masum suggests the possibility of 
coordinating several sectors including development 
of energy resources (coal, oil and hydroelectricity), 
mining limestone and developing cement industries, 
using forest resources especially to make furniture, 
producing fertilizers based on the considerable 
supply of natural gas, developing agro-processing 
industries for the variety of fruits and vegetables 
grown in the area, and encouraging tourism, given 
the spectacular beauty of the hills, valleys, lakes and 
tropical forests of the region. Private sector initiatives 

and government-to-government cooperation would 
seem to be vital in economically uplifting an area 
that, to this day, remains backward relative to other 
parts of both nations – Bangladesh and India. 
 
Navine Murshid analyzes the dynamics of refugee-
related violence. Her article is based on the premise 
that refugees rarely initiate conflict as they are 
fleeing some form of conflict themselves, unless they 
are being manipulated by other actors. According to 
the United Nation High Commission for Refugees 
(UNHCR), it is the host that is the ultimate bearer of 
responsibility for refugees. Applying empirical 
analysis Murshid’s findings also show that the effects 
of international organizations vary depending on the 
host and the refugees. While the presence of an 
international organization during a refugee crisis 
lowers the probability of host aggression, it increases 
the probability of camp militarization. This finding 
suggests that although international organizations are 
able to shape and influence governments, the money 
it provides can often unintentionally support rebel 
activities. The results are not only theoretically 
interesting; they also have policy implications for 
governments and aid organizations. 
 
In the final piece, Gunter, Jahan & Rahman examine 
the economic, developmental and environmental 
implications of using jute for papermaking. Given the 
prospects of increasing jute production in 
Bangladesh, the authors suggest that the fiber is 
economically viable for papermaking and would 
contribute to Bangladesh’s urgently needed economic 
diversification. They also show that there are no 
negative implications for the environment from this 
enterprise, resulting in a win-win solution for 
Bangladesh.  
 
I would like to conclude by saying that JBS continues 
to make steady strides.  New York University (NYU) 
is the latest among the world-class universities that 
has added the journal to its library resources.  In 
addition, JBS was successfully reintroduced in 
Bangladesh in January 2011 through its local partner, 
Policy Research Institute.  Through this 
reintroduction, I welcome the readers and researchers 
in Bangladesh to join us in helping build JBS into a 
balanced and respected voice for meaningful change. 

 
 
Syed Saad Andaleeb, Ph.D 
Editor, Journal of Bangladesh Studies 
Distinguished Professor of Marketing 
Black School of Business 
Pennsylvania State University, Erie 
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Reflections on Governance and Development 

 
 Nurul Islam 

 
Abstract 

 
 

In recent years, development analysts and policymakers have stressed the overriding importance of governance as a 
determinant of efficient and equitable growth. This article elaborates on the concept of governance, its various 
components, their indicators and measurements, as well as the ways in which it affects development. In its widest 
definition, governance includes the rule of law, accountability, property rights, contract enforcement, and control of 
corruption. It also includes regulations and procedures affecting private investment climate and business operations. 
Its assessment may be based on perception-based qualitative indicators and/or experience-based quantitative 
indicators to evaluate the state of governance in a country, as well as across countries and over time. This article also 
discusses the ways in which the priority of reforms in governance can be determined by policymakers in a pragmatic 
manner. The analysis of the agents and drivers of improvement in governance is another important area of ongoing 
research. Such agents include a political leadership with vision, civil society, think tanks, media, local governments, 
and external agents such as donors or international/regional organizations. Most frequently, as historical experience 
indicates, improvements in governance occur over a period of time and in a sequential manner. Reforms, however, 
often appear to be a matter of serendipity or the result of a combination of accidental circumstances. 

 
Introduction 

The literature on economic development since the 
end of World War II has evolved in phases, 
emphasizing different determinants of sustained 
economic growth. During the first phase, i.e. in the 
early 1950s, the determining factor was investment 
and capital accumulation. However, in order to yield 
increasing rates of growth, investment was required 
to be associated with technological innovations and 
progress.  
 

In the next period, the emphasis was on policies, both 
macro and micro, as well as sector- and economy-
wide, to determine the extent of contribution of 
investment to agricultural growth. The positive 
impact of investment in agriculture, i.e. irrigation, 
high yielding inputs or machinery, however, would 
be greatly negated if the taxation or price policy 
pursued by the government depressed returns from 
increased output. Similarly, any act of protectionism 
would directly increase the price of imported inputs 
used by domestic activities to reduce their 
profitability and, hence, discourage production. At 
the same time, protectionism would increase the 
profitability of import-competing, domestic industries 
and increase the relative profitability of and returns 
from investment in these sectors.  

 
The latest evolution in development thinking was the 
emphasis on governance and its role in determining 
growth and development. Governance comprises, in a 

broad sense, the institutions, i.e. rules and 
organizations—political, economic, and social—that 
determine the relations and interactions between 
individuals in a society and between individuals, on 
the one hand, and the state on the other. It 
emphasizes that unless the system of governance is 
right, incentives to save and invest, or the ability and 
willingness to formulate and implement appropriate 
policies will be lacking; thus growth would be 
thwarted.  
 
Several years ago, upon reviewing the literature, it 
became apparent that all analyses and discussions on 
the issue of governance were conducted by 
economists and policy analysts in the developed 
countries and by the international development 
institutions, rather than by the developing-country 
policymakers and agencies, even though the main 
focus of the analysis on governance was the 
developing world. 
 
It is important that developing-country specialists and 
policymakers be involved in analyzing and 
examining the issues of governance. As a first step in 
this process, it is important for these analysts to 
become conversant with the vast literature on 
governance and engage in its various aspects in the 
context of their own experience.  
 
Bangladesh is an ideal place in the developing world 
to begin such an exercise, especially to begin a 
dialogue between the international specialists and 
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developing-country professionals. After all, 
Bangladesh was viewed by the development 
community as one of, if not the worst governed 
countries in the developing world. Accordingly, a 
workshop was held in Dhaka in 2006, the objective 
of which was to examine and elaborate on the 
concept of governance, its measurement, the 
indicators of its various components, as well as the 
relationship between development and governance.  

 
A complete consensus of views on the concept and 
definition of governance has not evolved so far. The 
concept includes a number of components, depending 
on how narrow or wide the definition, and includes 
any or all of the following components in various 
combinations (Islam & Asaduzzaman, 2008). 
 

a) Rules, procedures, formal and informal 
b) Organizational entities-formulating the rules 

of the game 
c) Macro, micro, economy-wide policies 

 
For example, the World Bank Institute’s definition is 
a broad one and includes both political and economic 
components (Kauffmann, Kraay, and Mastruzzi, 
1999-2008; 2010; Transparency International, 2010). 
It embraces the rules, procedures, and organizations 
relating to various components or indicators of 
governance that include a wide range of the issues 
such as: 

 
(1) Voice and accountability comprising such 

elements as participation of citizens in the 
selection of governments, representative 
institutions, free and fair elections, freedom 
of association, political parties, free media, 
and freedom of expression/speech. 

(2) Political stability and absence of violence 
comprising such elements as perception of 
the likelihood that the government will be 
destabilized and overthrown by 
unconstitutional means including domestic 
violence and terrorism. 

(3) Government effectiveness comprising 
quality of public services delivered by the 
government, quality of civil services and 
administration, degree of their independence 
from political pressures/interference, ability 
to formulate and implement policies and 
programs, credibility of the governments, 
and commitment to policies. 

(4) Control of corruption broadly defined as the 
exercise of public power for private gain, 
and comprising such elements as petty and 

grand forms of corruption, nepotism, 
favoritism, embezzlement of state funds, and 
capture of state power by interest groups.  

(5) Rule of law comprising confidence of 
citizens in and their abiding by the rules of 
society, independence of the judiciary, 
quality of the courts, quality and integrity of 
the law enforcing agencies such as police, 
likelihood of crime and violence, equality of 
all before law, access of all to the legal 
procedures for settlement of disputes/redress 
of grievances, protection of property rights, 
and enforcement of contracts. 

(6) Regulatory quality comprising the ability of 
the governments to formulate and 
implement policies and regulations that 
affect and encourage private investment, 
“market-friendly” policies, and competitive 
markets and prices. 
 

It is widely felt that at a policymaking level, 
consensus is needed on a narrow definition which 
would bring a sharper focus on the core issues of 
governance. This should be easy to understand and 
compare over time and countries. A limited definition 
would enable the analysts and policymakers to focus 
on a few indicators of governance that are 
transparent, easy to measure, and monitor. After all, 
the purpose of measurement of the indicators of 
governance is to stimulate action as well as to help 
provide a target toward which effort may be directed. 
The indicators also provide a relative ranking of 
countries (albeit with a margin of error) so that the 
performance of one country can be measured relative 
to that of other countries.  
 
Many of the indicators of governance are qualitative 
and subjective -- based on perceptions -- rather than 
objective measures. Perception based subjective 
indicators have a few limitations: First, the indicators 
reflect the perception of specific groups of citizens or 
the public who are mostly urban based. For example, 
frequently they consist of business groups or 
entrepreneurs, both foreign and domestic. They do 
not report the perceptions of the poor or the rural 
population. Second, perception-based surveys are not 
often strictly comparable over time since the 
composition of respondents whose opinions/views 
are recorded changes over time; also the size of the 
surveys or the number of respondents changes over 
time. Third, changes in perceptions may be affected 
either by changes in underlying objective 
circumstances or by greater awareness or greater 
availability of information about one or several 
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aspects of governance. For example, a successful 
anti-corruption campaign may in fact worsen the 
corruption indicator of a country by increasing 
awareness about the prevalence of corruption. In fact, 
in the extreme case, the more successful is the drive 
the worse may be the corruption perception. 
Moreover, the relative ranking of countries in respect 
of governance indicators is not without drawbacks. 
Substantial success in improving governance by one 
country may be associated with a fall in ranking if 
other countries do better. One wonders whether this 
is a very useful way of looking at progress in 
governance, i.e. by not recognizing the success of a 
country’s efforts in achieving an absolute 
improvement.  

 
There is increasing realization that, in addition to 
perception based indicators, there is a strong case to 
be made for the use of a variety of objective and 
experience-based indicators. There are a growing 
number of such indicators relating to government 
rules and regulations, which affect the cost of doing 
business and private investment climate (both urban 
and rural). Currently, a number of quantitative 
indicators about access to and quality of public 
services provided by the government are in use (The 
World Bank & International Finance Corporation 
2010; The World Bank, various years; The World 
Bank, 2008). 
 
Periodic reports on “Doing Business,” prepared by 
the World Bank and the IFC, investigate the 
regulations that enhance business activities and those 
that constrain it. They present quantitative indicators 
as business regulations and protection of property 
rights that can be compared across 183 countries and 
over time. Regulations affecting 11 areas of a 
business that are covered include: starting a business, 
dealing with construction permits, registering 
property, getting credit, protecting investors, paying 
taxes, trading across borders, enforcing contracts, 
closing a business, getting electricity, and employing 
workers. The reports construct indicators for each of 
these regulations. Closely related to and 
complementing the survey on “Doing Business” are 
the country-specific analysis and survey of 
investment climate that enables comparisons of 
changes in investment climate over time. A good 
investment climate is intended to produce a 
regulatory and legal framework for enterprises that 
promotes competition, overcomes bureaucratic 
inefficiencies, and improves access to key financial 
and infrastructure services. These surveys are based 
on the analysis of firm/enterprise level data. The 

reports assess the competitiveness of firms in a 
particular country, how they measure up against their 
neighbors and other comparator countries, and 
identify policies to improve firm productivity and 
competitiveness. For example, the second Investment 
Climate Assessment for Bangladesh is entitled 
“Harnessing Competitiveness for Stronger Inclusive  
Growth” (World Bank, 2008) and covers the 
following characteristics of the investment climate: 
electricity as a barrier to business, challenges in the 
financial sector, especially long-term financing and 
finances for medium- and small-scale enterprises, 
difficulties of land registration and management of 
serviced land, low labor skills and training, rules 
regarding employment of labor, gender issues, 
transport, telecommunications and information 
technology, investment in technology and research, 
administrative red tape, taxation, and delays in court 
action in contract enforcement. 

 
Both sets of measurements, i.e. perception-based 
surveys and experience-based or regulations-based 
quantitative indicators, can be used in combination to 
produce an in-depth understanding of the problems of 
governance. In fact, a combination of both 
approaches is being increasingly used. After all, 
perceptions to some extent do affect action. Also, 
objective rules or regulations may not always capture 
or represent all aspects of governance, especially 
those that are often not implemented or weakly 
enforced and hence do not reflect reality or facts on 
the ground.  

 
Governance indicators are multifaceted. Thus, it is 
often problematic to devise a single, quantifiable, 
measure or indicator of governance based on either 
perception or objective data. This can be illustrated 
for the case of corruption as a component of 
governance. There are multiple aspects of corruption, 
defined in a broad sense as the abuse of public power 
for private gain. They range from nepotism and 
favoritism, to outright appropriation of public funds, 
bribery in exchange of government permits or 
misallocation of public resources and, last but not 
least, capture of state bower by vested interests. 
Therefore to search for a single measure for a 
phenomenon with a wide variety of components such 
as corruption may be misleading and not very useful 
for policy purposes. The several components of 
corruption are widely divergent with different 
implications regarding the misuse of public resources 
or their impact on growth or poverty reduction. This 
suggests the need for a more disaggregated analysis 
of, or approach to, the phenomenon of corruption.  
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To illustrate, the impact of one form of corruption 
such as illegal payments or bribes by private 
businesses to public officials, let us say, for public 
procurement projects or contracts for development 
projects, depends partly on how predictable the 
payments are. Uncertainty regarding (a) the identity 
of the public official to whom the bribe has to be 
given and/or (b) the amount of the bribe to be given 
has significant disincentives for private investment. 
This is a phenomenon that is likely to occur when 
multiple agents of the public agencies solicit bribes in 
various amounts so that the investor is unable to 
predict the cost and assess the profitability of the 
investment; consequently (s)he is likely to be 
discouraged. If the illegal payments are predictable 
and if they yield the results expected by the bribe 
giver, they do not dampen or discourage investment 
incentive as much; however, they increase the cost of 
projects to the public sector, which is a diversion of 
public resources to private purposes to be shared 
between the bribe taker and the bribe giver.  

 
The East Asian system of corruption was based on a 
predictable system of bribery regarding the recipients 
as well as the amounts of the bribe; thus investment 
was not greatly discouraged even though investment 
costs were high. However, if more costly or less 
efficient projects were chosen in lieu of more 
efficient ones or if resources were allocated to sectors 
of lower priority than was socially desirable, this was 
likely to result in less efficient use of resources. This 
system of illegal payments/bribery is more likely to 
be prevalent in a politically authoritarian system 
where power is centralized and “agents” who solicit 
bribes on behalf of the “principal” power-holder are 
known. Moreover, the bribe taker in a controlled 
chain of command is more likely to deliver his or her 
part of the bargain in respect of government contracts 
or procurements for fear of penalty in case of non-
performance.  
 
In a democratic political system, the system of 
corruption is widely diffused as the political power is 
also decentralized or diffused. It is more difficult to 
establish a centralized system of bribery, where bribe 
taking is predictably linked to the enforcement of the 
contract. The competing agents, often acting on 
behalf of the highest authority or “principal” have 
different degrees of influence on the “principal” 
source of power; they are not always successful in 
delivering their part of the bargain. The resulting 
uncertainty discourages the bribe giving investor and 
is, therefore, prejudicial to the investment climate. 

 
What is the Relationship between Governance and 
Development?   
 
Most of the cross-country empirical studies of the 
impact of governance on development restrict 
themselves to the analysis of one or two 
characteristics or components of governance such as 
property rights, variously defined, or contract 
enforcement in respect of a few selected transactions, 
or one or two aspects of the rule of law. The 
availability of data for a large number of countries 
determines the choice of the governance variables in 
the cross-country regression analysis. Analytically, 
this is not a very satisfactory approach for the choice 
of the governance variables. In addition to inter-
country cross-section studies, individual country case 
studies and focused inter-country comparisons have 
also been used to examine the lessons of historical 
experience on the governance-development 
relationship. The appropriate statistical techniques 
and methodology to study the relationship between 
governance and development, either on the basis of 
cross-section or time series analysis, or individual 
country studies, continue to be refined.1 

 
A few conclusions regarding the relationship between 
governance and development which seem to be 
widely but not conclusively accepted so far are: 

 
• Not only does governance affect development, 

but a reverse causation may also exist, i.e. 
development affects governance. The latter 
occurs because along with economic growth 
there is, likely to be, first, a greater demand for 
better governance and, second, a country with a 
high income has at its disposal greater resources 
to implement rules and to set up organizations 
for better governance.  

• In most countries, governance improvement and 
economic growth and development have been 
associated in a mutually reinforcing manner. 
What is now widely recognized is that good 
governance, i.e. “rules of the game” which affect 
socio/economic/political transactions between 
individuals and states, on the one hand, and 
ensure the accountability and transparency in 
such transactions, on the other, take time to 
develop. However, some elements of 
governance, including rules and organizations, 
can be developed with less time and effort than 
others. 

• More knowledge is needed about processes, 
pathways, or mechanisms through which 
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individual components of governance affect 
development performance. This knowledge may 
help determine the order of priority in 
undertaking governance reforms. 

 
Past experience in many countries, especially the 
present-day developed countries, seem to indicate 
that property rights and contract enforcement were 
the most important components of good governance 
and may, therefore, deserve priority or attention. But 
then, there may be different institutional or 
organizational forms, both formal and informal, 
which may ensure the observance of the basic 
principles underlying property rights. They include 
collective, communal or individual rights, which 
depend on the stage of development of a country and 
which may ensure incentives for both production and 
accumulation.  
 
In general terms, there seems to be an agreement 
among analysts that at low levels of income, a few 
important elements of governance such as rule of 
law, property rights, and contract enforcement are 
often enforced by informal rules, customs, and 
traditions rather than by formal rules and regulations. 
For example, as long as economic transactions such 
as exchange,  trade,  borrowing or lending are 
confined to small geographical areas or among 
individuals in a community or in ethnic or linguistic 
groups, informal rules of behavior suffice; similarly, 
as long as the transactions are straightforward and do 
not require complex legal documentation enforceable 
by law, formal rules of contract enforcement and 
dispute settlement are not important since the latter is 
usually achieved by the intervention of the elders of 
society or by informal arbitration methods. At the 
later stages of development when transactions 
become complex and extend beyond the familiar 
networks of social interaction or to a wider 
geographical area, formal rules become important. At 
this stage of development, the absence of formal rules 
of contract enforcement and/or dispute settlement 
may become binding constraints on the acceleration 
of growth. It is to be noted that the organizational, 
administrative or legal structures to ensure property 
rights and contract enforcement that prevail today in 
the advanced countries took a long time to develop. 

 
Broad Considerations Relating to the Priority of 
Governance Reforms 
 
It has been suggested that the extent, the content, and 
the stages of governance reforms depend on the 
context, i.e. the political and economic characteristics 

of societies for which governance reforms are 
contemplated. The states can be differentiated in 
broad terms by types of political systems with certain 
characteristics and capacities. For example, one can 
designate minimally institutionalized states as those 
with an unstable mixture of personal and impersonal 
rules, with varying degrees of legitimacy and with 
political parties based partly on personalities; basic 
rules of the game, which determine the institutional 
capacity of state, are established in law and practice, 
but they function intermittently or poorly. In these 
states, the degree of state legitimacy is low or 
modest, i.e. no consensus exists about institutions for 
resolving conflicts/disputes and there is conflict over 
the right to wield power; the organizational capacity 
of the state to carry out its responsibilities on a 
sustained basis is modest or low. There are some 
organizations to provide public and welfare services 
but they are often patchy and based on patronage.  
 
The context of a state defined by the above 
characteristics is different from that of 
institutionalized, competitive states. Therefore, the 
argument runs that the context of a state as outlined 
above provides a guide to prioritizing governance 
reforms. For example, in minimally institutionalized 
states, priority may attach to (a) establishment of a 
basic conflict resolution system, (b) achievement of 
consensus on the basic rules of the game for political 
succession; (c) ability to carry out core administrative 
tasks, and (d) ability to provide basic services to most 
of the population. In the institutionalized competitive 
states, priority attaches to ensuring equity/fairness in 
justice and access to services, transparent government 
decision making and implementation process, 
responsiveness of the government to inputs from 
organized groups and citizens participation, and full 
accountability of the government for its decisions and 
implementation (Grindle, 2007).2 

 
Even though a country faces governance constraints 
on development on many fronts, in a realistic 
situation a country can only proceed in a sequential 
fashion. The identification of binding constraints 
among the various components of governance at a 
given moment of time determines the order of 
sequencing reforms. Several studies suggest a variety 
of conclusions: (a) significant growth can be 
stimulated by a small number of institutional and 
policy changes and not necessarily over the whole 
range of governance components; (b) while 
development may be promoted initially by changes in 
selected but important elements of governance, 
improvements in multiple directions or components 
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will be required to sustain it in the long run; (c) a few 
specific aspects of governance such as secure 
property rights and contract enforcement stand out as 
the basic requirements for growth, as seems to be 
indicated by the past experience of a few present-day 
developed countries;  such features of governance as 
voice/accountability,  a wide range of political 
liberties or a professional civil service seem to 
emerge only gradually over time in conjunction with 
or as a consequence of economic growth. 
Considerable disagreement persists among 
researchers about the historical and political- 
economy factors which are most important in 
promoting good governance.  
 
Determining the Priorities of Governance 
Reforms    
 
It remains an unresolved question with considerable 
disagreement among researchers and policymakers as 
to whether the necessary governance deficits can be 
or need to be tackled all at once since institutions and 
capacity take time to build. Even though countries 
face situations in which many constraints need to be 
addressed simultaneously, they can deal with 
constraints only sequentially (a few at a time). It is 
preferable to examine the binding constraints by 
relying on common sense and economic analysis. 

 
One way to undertake a sort of diagnostic exercise in 
identifying problems of governance and seeking their 
solutions is through consultation and deliberations on 
different aspects of governance among the various 
stakeholders involved. To illustrate, in respect of 
governance reforms in infrastructure, the relevant 
stakeholders are the public officials or entities 
involved in regulating or investing in infrastructure 
facilities, private investors and operators, and users of 
the services or outputs of the sector. Extending the 
same logic to the national economy as a whole, 
discussions and deliberations among the citizens, 
business firms, public officials, various civil society 
groups, think-tanks, and government agencies, aided 
by surveys of opinion of multiple stakeholders, 
should help identify the priority areas of governance 
in which reforms are needed.3 

 
It is essential that such consultation and deliberation 
in search of identifying binding constraints should be 
assisted by systematic and substantive analysis of 
economic development prospects/potentials, overall 
or sectoral, as well as possible impediments or 
obstacles. The quality and value of such exercise can 
be enhanced by an analysis of the experiences of 

similarly situated developing countries in identifying 
their building constraints and in sequencing 
governance reforms.4 

 
In recent consultation by World Bank in Bangladesh, 
to strengthen governance and anti-corruption efforts, 
with the participation of civil society members, 
private sector, and ex-civil servants (government 
representatives and the parliamentarians could not 
participate), the following key areas of governance 
improvement in Bangladesh were identified, such as 
public service commission, judiciary system, and 
political party internal reforms, and election 
financing. In addition, the high priority economic 
sectors for governance reform were identified to be 
(a) infrastructure–energy, roads, transport, and 
communications, including ports, railways, airways, 
as well as telecommunications; (b) public budgeting 
and financial management, including rules of 
procurement and government contracts (The World 
Bank, 2006 & 2007).5 

 
A related question is whether the governance 
problems are better approached or resolved at the 
level of the sector rather than at the level of the 
economy as a whole. Which of the economic sectors, 
i.e. infrastructure, agriculture, or industry should be 
the entry point for reforms?  There is no universally 
applicable answer to such a question. It is arguable 
that the sectoral governance problems cannot be 
isolated from the economy/polity-wide governance 
problems and cannot be solved without the macro 
governance issues impinging upon it and undoing 
whatever steps are taken at the sector level. Also, 
even if improvements in a sector can be made in the 
short run, can they be sustained in the long run or do 
governance problems reemerge swamped, as they 
are, by the macro misgovernance? 

 
Relationship between Policies and Governance 
 
Desirable policy reforms may be obstructed by bad 
governance as in the case of state capture by vested 
interests, maneuvering laws and regulations to benefit 
themselves. For example, the policy of protectionism, 
which has often inhibited economic growth and 
efficient allocation of resources, has been marked by 
successful lobbying by the vested interests of 
domestic producers. They are unable to compete with 
imports and are unwilling to improve their efficiency 
through competition; hence they exercise political 
pressure to be able to rely on rents guaranteed by 
protective tariffs. Transparent policymaking process 
by accountable governments is most likely to result 
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in effective or efficient policy outcomes. On the other 
hand, in certain circumstances, policy reforms can 
help improve governance. Market liberalization 
policies by reducing the scope of discretionary power 
of officials in respect of controls and regulations can 
help reduce the scope for corruption. 

 
In this context, questions have been raised, in the 
light of experiences of countries with low level of 
governance which nonetheless have achieved quite 
satisfactory economic growth, as to whether there 
was not a slack of their governance potential so that it 
was not a binding constraint in the early stages of 
growth. Improvements in macroeconomic policies, 
such as trade and exchange rate, fiscal and monetary 
policies, and/or reforms in sectoral policies such as 
deregulation of investment and liberalization of 
input/output markets, led to noticeable increases in 
investment and income, where shortcomings in the 
state of governance were not serious enough to fully 
undo the favorable consequences of policy reforms. 
How long and to what extent policy reforms, with 
unchanged governance, can improve economic 
performance depends upon the circumstances of each 
country (Rodrik, 2006). 
 
Achievements in improved governance can be 
reversed. Governance problems, once resolved, do 
not necessarily remain resolved forever; there is a 
tendency to slide back, especially if interest groups 
emerge to undo the initial improvement.  
 
The Political Economy of Governance Reforms 
 
The analysis of the drivers or agents of reforms in 
governance as well as their timing constitutes a 
subject matter on which not much can be said with 
certainty;  the political economy of reforms is in its 
infancy. This requires the identification of social, 
political, economic, and institutional factors which 
are supportive or obstructive of change, incentives of 
different actors in the society to support change, and 
their role, power, and influence in the government 
vis-à-vis those who oppose change.  

 
It is often said that leadership—political leadership—
is of crucial importance in the initiation of and 
implementation of governance reforms. But then very 
little is known how the leadership for reform 
develops or emerges. At a certain point of time a 
leader with a band of like-minded collaborators, with 
conviction and courage, appears on the political 
scene and pushes for reforms. Circumstances may 
throw up leaders or leaders may emerge to mold 

circumstances to implement their own vision with an 
agenda of political change or governance. The 
process or occasion for governance reforms is often a 
matter of serendipity or an accidental combination of 
circumstances. In certain countries, civil society 
members/organizations have emerged as agents of 
change and may include media or think tanks which 
may organize/mobilize public opinion or create 
pressure for change. Acceptability and feasibility of 
reforms in any case depends on the development of 
national consensus. Pressures from organized and 
conscious interest groups like the domestic private 
sector may also play their part. 
 
Frequently, the momentum for change may originate 
in local governments in a political system where 
political power/authority is decentralized. This 
facilitates multiple sources of interaction as well as 
experimentation with governance reforms at local 
levels which, if successful, can be upgraded and 
scaled up across the union. Moreover, small changes 
accumulated over a long period, accompanied by 
discontinuous jumps or spurts, help reforms. 

 
In certain circumstances, the external agencies, i.e. 
international development agencies or donor 
agencies, may act to promote changes; they may 
promote and facilitate dialogue and consultation 
among national stakeholders, as well as promote 
exchange of experience among similarly selected 
countries in respect of governance reforms. For 
example, the power and influence of external factors 
in supporting/opposing change may be relevant and 
need to be examined. Historically significant reforms 
have followed war (such as in 1945 after WWII), 
economic crises and political convulsion as in 
Eastern Europe after the fall of the Soviet Union and 
the changing alignments of political/economic 
interest groups. The East European countries 
undertook significant reforms in the economic and 
political systems in order to join the EU. There was a 
strong movement towards political pluralism/ 
democracy and market economy, involving important 
changes in political and economic governance. 

 
Participation in regional cooperation arrangements or 
global economic institutions frequently requires 
important changes in the governance system. The 
ongoing changes in Turkey, in respect of the political 
institutions, rule of law, legal rules, procedures and 
organizations, and accountability, as a preparation or 
precondition for its entry into EU at some future date 
represents a case in point. On a narrow level, 
admission to WTO has required important changes in 
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the economic and legal system in the member 
countries. On the whole, research on various aspects 
of governance -- analytical, conceptual, and 
quantitative -- including its historical evolution, 
guidelines for reforms, and their sequencing, is a 
work-in-progress. Much remains to be done requiring 
the engagement of development theorists and 
policymakers at the national and international levels. 

 
End Notes 
 
1Even if a positive relationship holds in the long run, 
like all statistical relationships which are probabilistic 
and hold on the average, there are exceptions or 
outliers. Also, it is to be noted that, in the case of any 
country, this relationship is expected to hold only in 
the long run, not necessarily for any particular period 
or periods for which their empirical relationship is 
tested. If for a few countries, it does not hold true, it 
is necessary is to examine why there are exceptions 
in such cases.  
 
2The World Bank’s CPIA (Country Policy and 
Institutional Assessment) describes one way of 
looking at or examining the context of a country 
focusing primarily on policies and a few institutional 
characteristics in order to help determine the kinds of 
policy and governance reforms that may be required 
to accelerate development.  
 
3Conclusions should be reached in an open and 
transparent manner. The results of deliberations on 
governance reforms should be available to the wider 
public and media. The association of the multiple 
stakeholders in the consultation process would 
strengthen the hands of the champions of reform. 
 
4The historical experience of other developing 
countries does not always provide unambiguous 
answers. How difficult is it to identify the relative 
importance of the various components of governance 
reforms is illustrated by the example of South Korea. 
In that country, reforms in several aspects of 
government took place more or less within the same 
period such as improved property rights, greater 
government efficiency, greater regulatory quality 
(fiscal reforms), political governance and stability. 
Also during the period, there were significant 
improvements in education. The analysts of the 
Korean historical experience are at a loss to identify 
which ones of these governance reforms or 
improvements were the most important. 
5Two-pronged approach for the World Bank has been 
identified: (i) work more closely with civil society, 
strengthening their capacity and ability to take the 

Executive to task; and (ii) engage constructively but 
firmly with government, focusing on a few areas such 
as procurement (since the macro problems of 
governance are beyond the capacity of the Bank to 
deal with in any comprehensive manner). 
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Abstract 

 
The neglect of domestic infrastructure and spatial needs is perhaps the greatest failing of the current emphasis on 
development through globalization.  By using a simple yet practical example involving the transportation 
infrastructure, this paper shows that the social benefits of infrastructure improvements achieved through cooperation 
may yield a rate of return greater than the social rates of return used in donor calculations. Nonetheless, the political 
economy of implementing such obvious improvements is complex, and the paper discusses some of the difficulties 
one may anticipate in trying to realize such improvements based on public-private cooperation.

Introduction 
 
One can think of the struggle for economic 
development as composed of three different struggles. 
The country may lack resources - this involves a 
struggle against nature. The country may lack the 
ability to produce (say, a transistor) - this involves an 
internal struggle for acquisition of knowledge and 
skills.  Both these struggles are well-known and 
discussed in the development literature.  What is less 
emphasized is the struggle to overcome differences 
and convince multiple parties to work together for 
mutual gain.  For economic progress to take place, 
citizens must partner to get things done.  The most 
potent source of productivity gains may be internal to 
the economy – by changing the way we organize to 
get things done much can be achieved. This is where 
social policy becomes crucial. As Warren Buffet, the 
world’s second richest man said, 
  

 “I personally think that society is 
responsible for a very significant 
percentage of what I've earned.  If 
you stick me down in the middle of 
Bangladesh or Peru or someplace, 
you'll find out how much this talent 
is going to produce in the wrong 
kind of soil.” (Collins et al. 2004) 
 

The development literature is replete with arguments 
in favor of globalization, but improved domestic 
coordination as a strategy is hardly mentioned.  The 
only time domestic coordination and governance is 
discussed is in the context of mitigating corruption. 
This paper argues for increased emphasis on internal 
coordination and on local governance as a 
prerequisite for successful development in a market 
economy. This is illustrated by presenting results 

from an empirical study from Bangladesh’s 
transportation sector that shows that the magnitude of 
expected benefits from such coordination may be 
substantial.  The paper helps answers some 
interesting questions:  Should the priority for 
policymakers be solving the domestic coordination 
problems, or the removal of the international trade 
barriers?1 Of course, both are important, but which is 
more essential? How can we overcome the myriad 
challenges that prevent improved coordination and 
builds trust among local governments and various 
parties in the private economy? 
 
The literature on financing economic development 
discusses two alternate approaches to development - 
demand responding to supply, or supply responding 
to demand2. Presently, Bangladesh seems to be on the 
path where generally demand responds to supply. 
Therefore, supply-leading (production enhancing) 
strategies need greater emphasis. Unfortunately, such 
policies are not just disfavored by donor agencies, 
often they are undermined by the relentless pursuit of 
myopic gains by local politicians. Using a case study, 
and details from the author’s field work, the article 
discusses the challenges in getting local government 
involved in the broader task of economic 
development. Among lessons learned from this field 
experiment we find the biggest challenge is to work 
out the political economy of local governance and 
public-private partnership, in order to harness 
existing resources towards the economic development 
of Bangladesh.  
 
National highways are built with the primary purpose 
for providing long-distance relatively quick mobility 
of people and resources. While driving long-distance 
in Bangladesh, one cannot miss numerous local 
bazaars that encroach on the highways with annoying 



 

11 
 

frequency. The resulting traffic congestion negatively 
affects both highway traffic and the shopping 
experience.  One wonders, why is it not possible that 
the higher costs from traffic congestion that the bus 
owners and the businesses (and their customers) in 
these bazaars are paying would convince them to seek 
an alternate more efficient institutional structure? 
Under existing laws local governments lack the power 
and property rights to force an efficient solution by 
coordinating interested parties to reduce highway 
traffic from encroaching bazaars.  If this were 
allowed, local governments would have additional 
motivation to devise strategies that work interested 
parties to coordinate long-run solutions to this traffic 
congestion problem3.  
 
These congestions are avoidable since there is no 
conflict between increased access and interregional 
mobility. In the following section, we discuss that 
with a few simple changes, the twin objectives of 
unfettered long-distance mobility, and 
(transportation) cost minimization can both be 
achieved.  
 

Constructing a Bypass--Simple yet Potent 
 
As the national highway between Dhaka and 
Chittagong has increased the market potential of the 
countryside, many small towns have sprung up from 
what were previously small roadside villages. 
Miyabazar is one such town that has grown rapidly 
from providing road side services to the long-distance 
travelers. However, in the absence of proper 
planning, the growth of this bazaar has been linear - 
along the length of the highway – causing 
considerable traffic congestion along the highway, 
and preventing the (agglomeration) benefits that 
could have been achieved.  The main purpose of the 
highway is to provide easy and speedy transportation 
for people and goods.  Paradoxically, in this case, the 
highway has created urban sprawl, which now 
impedes the easy movement of traffic.  
 
The growth of Miyabazar from a local bazaar to a 
small town is certainly an expected and desirable 
outcome of the highway.  However, the new town 
should not impede highway transportation or other 
economic benefits from the highway.  A solution must 
be found that keeps the highway free of congestion, 
and yet allows the residents of Miyabazar to 
capitalize on its location near the highway. 
 
Suppose we are able to to achieve decentralization so 
that Miyabazar has its own city administration with 

powers comparable to small towns in America.  
Would this help solve the highway congestion 
problem? 

 
An analysis of congestion from the encroachment of 
roadside bazaars leads to two basic conclusions: 
i) Traffic flows along the highway corridors 
should be kept uninterrupted. 
ii) Local commercial activities must be 

accommodated preserving full access to the 
highway and the national economy. 

 
An efficient solution is reachable if the Government 
of Bangladesh4 empowers local authorities to acquire 
land for public purposes, and if local governments 
such as the city of Miyabazar could persuade the 
interested parties to reconfigure traffic flows by 
constructing a simple bypass (see picture).  
 
From the urban planning perspective, it makes sense 
to plan the space so that the area within the oval (see 
picture) would constitute a new business district 
(bazaar), while residential, medical and educational 
facilities would ring the outer oval -- beyond the bus 
and truck stops. 
 
The proposed solution takes advantage of the 
spontaneous tendency of commercial activities to 
spring along transport networks. The shaded area 
inside the doughnut will accommodate commercial 
activities requiring basic facilities (service roads, 
utilities etc.) provided by the government.  The 
bypass once completed will keep the inter-regional 
traffic flows uninterrupted and reduce the cost of 
marketing and facilitate agglomeration economies for 
the businesses and residents. The green belts shown 
along the interface of the commercial land will help 
reduce pollution created by the through traffic. At the 
interface, the green belt will restrict traffic from the 
adjacent commercial areas, whereas the green belt 
adjacent to the bypass will allow entry and exit only 
at specific points.  The roads forming the two arms of 
the doughnut may be built at the district road 
standards that will by design discourage use by the 
faster highway traffic. 
 
What will prevent buses and trucks from stopping on 
the main highway? For one thing, the local 
government has an interest in ensuring that traffic has 
access to the business; if Miyabazar has its own 
security, buses or trucks that stops on the highway 
could be fined to discourage them from adding to the 
congestion. Once the local administration is 
empowered, it will be in their self-interest to maintain 
free flow of traffic on the national highway. 
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The calculation of costs and benefits are outlined in 
the next two paragraphs (more details can be found in 
the appendix).  The proposed road would be a two-
lane highway with pavement width of 5.5 meters and 
embankment base width of 16 meters.  A total length 
on each side of the highway of 1 km (1,000 meter) 
with the strips on both sides of 16-meters width (at 
the base of road embankment) seems to be enough for 
the bypass.  For each side, the land requirement will 
be 16mx1000m=16000 sq. m. = 1.6 hectare=160 
decimal.  The field visits and interviews revealed that 
land prices vary significantly with distance from the 
highway; land values also rise from speculation.  
People are reluctant to sell land because they expect 
the price to rise rapidly with agglomeration.  
However, most land in the village, on average, costs 
Tk. 7500 per decimal.  These values are dated since 
the survey was conducted in 2004-5. 
 
Taking the values from true transaction (i.e., the 
market price) of land values rather than the prices 
mentioned in the registration documents, we get an  

 
average value of Tk. 30,000 per decimal for the 
bypass strip.  Thus, the cost of acquiring land of each 
strip stands at [160 @ Tk. 30,000 = Tk. 4,800,000 
(Tk. 4.8 million)].  For both sides, the cost is Tk. 9.6 
million.  The average construction cost of the 
highway is roughly Tk. 10 million per kilometer.  
Thus, for the bypass, construction cost stands at Tk. 
30 million in total for both sides.  To pay for the 
acquisition of land for the road construction, let us 
calculate the economic cost of travel delay caused by 
the current traffic pattern going through Miyabazar.  
This is done by measuring average travel time on a 
contiguous stretch of road and comparing it with the 
average time taken to traverse Miyabazar.  This gives 
us a measure of the time lost in going 
throughMiyabazar, which happens to be just over 3.5 
minutes.  The value of time for each type of 
passenger is then computed from the available 
estimates of traffic flow and the time cost of travel 
figures. Simple calculation involves the time loss, the 
value of time to each type of traveler, and the flow of 
each mode of traffic.  Thus, 3.69 minutes of time loss 

Commercial Establishments  
 
Green belts  
 
 

Integrated Plans for Road 
Side Commercial Areas 
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multiplied by value of time per minute for each bus 
and number of buses per day equals daily loss for bus 
traffic.  By repeating this for every time of vehicle, 
we can get an annual figure.  We took separate 
figures for motorized and non-motorized vehicles as 
well as freight vehicles, assessed different figures for 
the value of time for each traffic type and then 
computed the total value of time lost. 
 
The monetary value of travel time loss per year is 
approximately 65.62 million taka per year (See 
Appendix I). With the total construction cost of Taka 
40 million for two stretches of 1.3 kilometers each, 
plus land acquisition cost of Take 10 million, this 
gives a total cost of Taka 50 million for the bypass. 
Note that this is only one of many such bazaars along 
the national highways, at least 50 of which could be 
selected for  a  curative ‘bypass’--if one may be 
forgiven a medical pun. The rate of return works out 
at over 30% in ONE YEAR!!!  One can (and should) 
question the accuracy of the figures. But even if the 
data are wrong by 30 percent, in terms of the benefits 
to society, the bypass still pays for itself in one year-- 
and it is well above anything in the market. The task 
of the national and local governments should be to 
find ways to finance the expenditure and to recoup 
some of the costs from the benefited travelers and the 
enriched inhabitants of Miyabazar.  
 
The arguments made above are capable of an easy 
extension to the national scene simply by 
extrapolating over the number of miles, traffic stops 
at market areas and by using the local volume of 
traffic to compute a ‘quick and dirty’ aggregate 
figure. The steps are explained in the Appendix I and 
show a National cost of Taka 6.2 billion or about a 
hundred million dollars5. This amount is about 14 
times the development allocation for the 
transportation sector in the 2004-056 fiscal year. This 
dismal situation reminds us that while our bureaucrats 
and engineers spend so much time and effort in 
securing foreign funds, a closer attention to domestic 
rearrangements would expand our capabilities and 
provide significant additions to GDP transport value-
added. (The loss for the regional and zila roads, 
which are smaller and less travelled by motorized 
vehicles, but which is a many-fold larger network, 
might give a much larger estimate, which it is left to 
the readers to guess.) The simple computations above 
reflect a staggering opportunity cost because much of 
the loss can be avoided through proper planning and 
coordination. One would think that the passengers, 
owners of buses and trucks, and the townspeople 
would see their mutual advantage and construct the 

bypass on their own. But such is not the case.  
Cooperation is not necessarily a spontaneous 
outcome.  
 
Implementing Change: The Political Economy of 

Local Infrastructure7 

 
What can be done to capture the substantial gains 
from redirecting traffic as described? Privatisation on 
a large scale may be the answer.  If Miyabazar were 
owned by one individual, the person could undertake 
the necessary improvements and become richer in the 
process!  The entire area would be planned in such a 
way that the economic value of the bazaar and the 
highway is maximized. This would involve keeping 
the highway free, making attractive stops for those 
who wish to rest or purchase local goods, providing 
incentives for secondary businesses to develop, 
constructing good residential houses nearby for the 
prosperous merchants, as well as schools and clinics 
for their families. These would result from a cool 
calculation involving long-run self-interest. However, 
privatization on this scale is neither feasible nor 
desirable. We do not want to grant monopoly powers 
to anyone. It is the function of local government to 
effectively replicate the actions that self-interest 
would require. Thus, the central government ought to 
enact laws that will empower local authorities to 
mandate parties to agree on a mutually beneficial 
solution. This is the challenge of local government 
design. 
 
Why do the local authorities of Miyabazar show such 
little interest in initiating a planned expansion to 
reduce traffic congestion? Miyabazar is unusual in 
some aspects. It has the first restaurant, Highway Inn, 
built on the Dhaka-Chittagong Highway. The locale 
was suggested by bus owners, who felt the need for a 
quality rest stop for bus passengers on the long 
Dhaka-Chittagong road. They suggested the plan to a 
trusted engineer and even provided initial financing 
for the Highway Inn. Upon seeing the Highway Inn, a 
local police officer opened a garments factory close 
to the Inn. This is a remarkable instance of 
entrepreneurship since the conventional wisdom is 
that garments factories flourish only in, or adjacent 
to, large urban centers like Dhaka or Chittagong.  
Even the local government officials are quite satisfied 
(as of 2008). They have worked out a nice system 
whereby all disputes are sent to two non-partisan 
individuals for adjudication, whose judgment is then 
accepted by all. There is another market on the same 
highway in the vicinity of Miyabazar, but since that 
location did not attract any investors, this market 
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(Suagzi) did not develop. One would think that 
Miyabazar was an ideal place to exhibit benefits of 
foresight and planning. 
 
Because of the traffic congestion, the chief of the 
transport terminal committee was a natural person to 
start with. However, this individual showed great 
reluctance about any scheme that involved 
coordinated action. He agreed to the benefits of the 
proposed plan but failed to show any enthusiasm for 
living in a planned village. Given individuals with a 
limited education and vision may not fully appreciate 
such a plan, the interview continued with a visit to the 
Chairman’s office.  Unfortunately, the Chairman was 
equally reluctant to involve the GoB in anything other 
than the use of acquired land.  It turns out that there is 
extensive piece of land already acquired by the 
Government, 350 feet from the left hand side of the 
road. This reflects remarkable foresight on the part of 
the Government planners when the roads were first 
built.  This is the sort of foresight---anticipating needs 
30 years hence---that is sorely missing from current 
policy discussions. Unless the local officials agree to 
a change to reduce traffic congestion, nothing 
planned and extensive will grow. 
 
Reflecting on the political economy of local 
government as it relates to encroaching markets and 
highways raises several issues.  First, it cannot be 
denied that problems get solved usually when they are 
almost impossible to bear any longer. Unfortunately, 
people normally work together to solve only the 
urgent problem. The bus owners were happy to have 
set up Highway Inn and stopped all cooperation 
thereafter; the dangerous crossing of the main road 
within Miyabazar has been controlled by the simple 
expedient of putting a fence of iron railings in the 
middle of the road, all along the length of Miyabazar. 
The restaurants that have sprung up for a ten mile 
stretch along the Dhaka-Chittagong highway seem 
quite uninterested in the local government of the 
towns they are based upon. Local entrepreneurship 
allowed Miyabazar to outshine Suagazi and become a 
growth pole but establishing profitable establishments 
marked the extent of their involvement--the 
innovators move on to Dhaka. Every solution was 
good in the sense that it did solve the problem at 
hand. But such ad hoc solutions show no anticipation 
of the future. 
  
Consider an alternative set of institutions, one which 
encourages the bus owners to ask the GoB to publish 
regular statistics on the growth of transportation; then 
the bus-owners, and other related entrepreneurs can 
project the consequent need for restaurants and CNG 

and petrol stations. Anyone who has travelled the 
road recently will know of the considerable number 
of CNG stations that now exist, relative to previous 
years. Is this cycle of feast or famine necessary? Of 
course, private enterprise is based upon risk-taking, 
but why can’t the risks be more informed? 
 
There are also concerns about other arrangements that 
currently exist. The restaurant owners do not seem to 
appreciate that if road traffic in Bangladesh keeps 
growing as it has in the past decade, pretty soon it 
will be unsafe to enter the restaurants from the main 
highway (without an exit ramp or similar feature), and 
this will be a grave threat to their businesses.  The 
local government of Miyabazar is oblivious to the 
possibility of creating an innovative model urban 
area, and is only focused on current profits for those 
with power. When it was suggested that the GoB 
could actually help Miyabazar grow and prosper with 
long-run profits more assured due to planning, local 
officials expressed concern on involving bureaucrats 
in the future of Miyabazar. Distrust of Government 
weakens the possibilities of spontaneous public-
private partnerships. Reduced returns to investment 
because of increased uncertainty and distrust 
eliminate many growth opportunities. Therefore, in 
the absence of cumulative causation, development 
policies increasingly resort to ‘safety nets’ rather than 
growth enhancing possibilities. One hopes that public 
works departments would have a vision of economic 
growth. Let us remember that cost-benefit analysis 
was invented by French engineers in the 1840’s but 
this perspective is notable by its absence in 
Bangladesh.  
 

Conclusion 
 
The toughest social problems involve coordinating 
the actions of many. Public officials must help 
coordinate the activities of its citizens and enable the 
growth of self-governing civic bodies. Through 
example, and exhortation, governments can play the 
role of a catalyst in fueling economic development. 
To illustrate the point, this paper presents a simple 
case study – the construction of a bypass for the 
growth of businesses and to ease traffic congestion on 
the national highway. 
 
If the benefit-cost estimates we offer are 
approximately correct, this paper establishes that 
cooperation and coordination are at least as important 
to help the poor as is opening new markets.  It is true 
that taxation or municipal regulations to enable small 
towns like Miyabazar to finance their own 
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improvements do not yet exist.  Enabling a legal 
infrastructure should be a priority for those currently 
engaged in poverty alleviation efforts in Bangladesh.  
This paper demonstrates the substantial rate of return 
from such projects, provided we empower local 
governments and encourage decentralization.  

 
But should this not be a high priority for those who 
are currently engaged in a variety of pro-poor 
projects in Bangladesh? The simple improvement in 
infrastructure seems to have a high rate of return, 
supports local government and decentralization, and 
by improving transport flows, provides an essential 
step towards successful globalisation. Who will 
sponsor and support such a measure? Perhaps the 
most important constituency consists of the powerful 
international donors who wield great influence upon 
the economic policy of Bangladesh. Democratic 
transitions, economic prosperity, decentralised 
decisions, and competition are all very much the 
professed goals of the donors. Let us hope they chose 
to exert their influence in this area. 
 
The citizens must be persuaded that cooperation at 
the level of local self-government is feasible and 
desirable.  The government must demonstrate that it 
will provide the prerequisites for local solutions to 
work. The data from Miyabazar shows that if the 
bazaar were to place it’s businesses slightly to the 
interior and plan a service road, there would be no 
loss of business and the ‘linear town’ that is now 
being created would be a much more livable place. 
While the loss for any one traveler is negligible, 
when multiplied to account for the millions who cross 
the bazaar every year, the cost of delays due to 
congestion becomes a considerable sum.8 

 
Globalization will help the poor only if it provides 
them with opportunities to sell high-value, labor-
intensive products overseas. How can the poor in 
Bangladesh achieve this dream of effective 
globalization? The greatest single need is for 
adequate infrastructure, and the practical problem is 
to decide how we can avail the poor take advantage 
of the infrastructure most effectively. Because of 
economies of scale, agglomeration economies, and 
the local public goods aspects of infrastructure, such 
questions cannot be effectively dealt with unless a 
minimum size is assured. For the future growth of 
Bangladesh to become a reality, the transport and 
communication costs must be lowered; this can be 
done by investing in infrastructure, which in turn 
requires decentralized planning, cooperation and 
coordination. Self-interest would achieve most of the 
heavy lifting in a free market economy, but perhaps 

we should place renewed emphasis on cooperation, 
co-ordination, and local government as the 
prerequisites for a market economy.  
 

Acknowledgements 
 
This paper has been ten years in the making. Haroun 
Er Rashid from IUB first suggested the topic. It began 
as field work conducted by Riaz Uddin in 2003-2004. 
Finally Salim Rashid continued the work in 2008-09. 
We are grateful to the referees and editors of JBS for 
their comments. 
 

Endnotes 
 
1. For the move away from rural community 

development in India, and a critique, see Jain et 
al. (1985). 

 
2. Patrick (1966) is the classic reference 
 
3. There is an extensive literature on the 

productivity of infrastructure in Developed 
economies, see Aschauer (1988), Gramlich 
(1994), Fernald (1999), Hulten and Schwab 
(1997), Holtz-Eakin (1994), but the reader will 
see that our main arguments are independent of 
this literature. 

 
4. The following acronyms are frequently used in 

what follows: GoB for the Government of 
Bangladesh and RHD for the Roads and 
Highways department. 

 
5. Using the 2004 exchange rate, which is the 

survey year for national traffic data and the 
reporting year for the road user cost survey 

 
6. The overall investment in transportation sector 

(28,394 million taka) was calculated by summing 
investment in road, railway and water transport 
projects in FY 2004-05. The data source is 
Annual Development Program 2005-06 
published by the GoB 

 
7. The literature on local public goods and the 

Henry George Theorem is closest in spirit to the 
questions asked in this section---see Tiebout 
(1956), Stiglitz (1974), Arnott and Stiglitz 
(1979), Stiglitz (1981), Banzhaf and Walsh 
(2008) and Khemani (2010).  

 
8. Bhaluka in Mymensingh is a successful new 

industrial area on the main highway between the 
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capital and Mymensingh where growth is now 
being limited by outstripping the available 
infrastructure. The data from Bhaluka will show 
how the rise of land and house rents is a measure 
of the surplus generated by urbanization 
(following Henry George and William Vickery). 
This in turn will show the benefits that can be 
obtained by local financing of local public goods 
and infrastructure. The George-Vickery models 
deserve closer attention. 
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Appendix I 
 

Estimating the Cost of delay Due to Roadside Bazaars 
 
Estimation of the cost of wasted time due to the roadside bazaars comprised of two steps. Firstly, two surveyors 
including the second author collected first hand data from a given segment of Dhaka-Chittagong highways. This 
involved riding busses in the segment repeatedly and noting times between visible kilometers marks. The time log 
allowed for estimation of delay caused by each bazaar in the segment. Three bazaars namely the Choddogram 
Bazaar, Miyabazar and Hazi Sardar Bazaar were found in the surveyed segment that registered different duration of 
delay reflecting the intensity of economic activity in respective bazaar. These numbers as well as standard RHD 
estimates of mode-by-mode occupancy and opportunity cost of time (see Road User Cost Annual Report by RHD 
2005 for details) gave annual estimate of delay added for most mode of traffic that pass the segment. For traffic 
volume data annual RHD survey data for different links within the segment were used. Estimated loss for the 
surveyed section was taka 287 million per year based on 2005 value. Separating out the value for only Miyabazar 
(3.69 minute over 11.33 minute total loss for the three Bazaars) we get annual loss figure of Taka 93 million.  
 
Secondly we produced a national aggregate estimate for the loss generated by interference created by Bazaars. Since 
this was not feasible to replicate the above survey for all road segments in Bangladesh the surveyors made a visual 
count of roadside bazaars along Dhaka-Chittagong highways to make an estimate of number of Bazaars per 
kilometer of road segment for the national highway network in Bangladesh. We have taken the average delay for the 
surveyed segment and applied that to the extrapolated number of bazaars. However, the travel time loss was 
weighted for traffic volume in respective segments of RHD national highway network. In this way the total loss in 
the National Highway network came to17 million taka per day and 6205 Million Taka per year. The loss here is only 
those calculated for the national highways. The regional or zila roads network, which is obviously much more 
extensive, compared to national roads network would give a magnitude of estimate several time bigger than this.  
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Appendix II 
 

Review of Relevant Literature 
 
 
Public Finance  
 
Tiebout (1956) sees migration within the USA as preference voting by migrants to the public goods bundle provided 
by local governments. A recent empirical test by Banzhaf and Walsh (2008) confirms the plausibility of this 
hypothesis. The efficient financing of local public goods using a tax on land values is suggested by the Henry George 
Theorem (Stiglitz 1977, Arnott and Stiglitz 1979 and Stiglitz 1982). Khemani (2010) offers an elaborate political 
economy account of infrastructure provision in India that would equally fit in with the politics and composition of 
public spending in Bangladesh.  
 
Productivity of Investment in US 
 
The transportation network has been repeatedly proved by the empirical literature as a leading public investment 
instrument to enhance productivity. Aschauer (1988) is the ground breaking work which sparked a new public 
investment focus. Gramlich (1994) confirmed that the enhanced focus did not create an investment bubble. Fernald 
(1999), however, gives a decadal comparison of the contribution of the road network to productivity which indicated 
diminishing return. The Gramlich (1994) diagnosis suggested shortages in certain types infrastructure in US. In the 
context of US the author directly concluded:  
 

“The best approach is not to try to analyze the numbers and tell how short the supply is… A far more sensible 
approach is to set up institutional structures that permit state and local governments … to find their own optimal 
stock.”  

 
Hulten and Schwab (1997) present a theoretical analysis of the fiscal federalism approach that supports decentralized 
decision making. Holtz-Eakin’s (1994) empirical result has analytically dominated the macro approach in Aschaur 
(1988) and confirmed that local characteristics play a significant role in defining the connection between investment 
and productivity.   
 
 

 



 

 

The North East and Adjoining Bangladesh Districts: 
Exploring Development Possibilities through Economic Linkages 

 
Muhammad Masum 

 
Abstract 

 
Under British colonial rule, the two regions comprising the northeastern states of India and Bangladesh respectively 
shared common infrastructure and developed economic linkages to the benefit of both the regions. After partition of 
India in 1947, as these two regions joined two separate states, India and Pakistan, which were not on good terms, the 
economic linkages were severed and adversely affected the economic prospects of both the North East and her 
adjoining Bangladesh districts. With the emergence of Bangladesh as an independent country in 1971, it was 
expected that the economic linkages would be restored again, but little progress has been made so far in this regard. 
This paper explores the development possibilities of both the regions from enhanced economic linkages, identifies 
key sectors and activities, and suggests certain measures to activate economic exchanges. 
 

 
Introduction 

 
Flanked by Bangladesh, Bhutan, China, Nepal and 
Myanmar, India’s Northeastern region, also known as 
the North East, constitutes the states of  Arunachal 
Pradesh, Assam, Manipur, Meghalaya, Mizoram, 
Nagaland, Sikkim and Tripura. Although extremely 
rich in natural resources, the North East remains one 
of the most backward regions of India. Bangladesh 
shares with the North East 1956 kilometers of 
common border - with Assam 350 kms, with 
Meghalaya 400 kms, with Mizoram 350 kms, and 
with Tripura 856 kms (Hazarika, 2006 p.123).  
 
Before 1947, the North East’s adjoining Bangladesh 
districts, Sylhet, Maulvibazar, Sunamganj and 
Habiganj, then sub-divisions of Sylhet district, were 
parts of the then Assam province of British India. 
Through a plebiscite they opted to join East Bengal, 
the eastern wing of the then Pakistan, and thereby 
became part of Bangladesh. During British rule, in 
areas comprising Bangladesh and the North East, 
there was free flow of people, goods and services. 
Surplus manpower from densely populated East 
Bengal migrated to resource rich but thinly populated 
Assam in search of a living, and contributed 
immensely to her agricultural growth and prosperity. 
The physical infrastructures such as transportation 
and communication networks that were developed 
during that period also aimed at serving both the 
regions. As a result, a lot of complementarities 
developed between the two regions. For example, tea 
produced in Assam used to be transported by 
railways passing through East Bengal to the nearest 
port, Chittagong, for export. After partition of British 
India in 1947, as these two regions joined two 
separate,  independent states, India and Pakistan, they 
virtually got separated from each  other with gradual  

 
deterioration of relationship between the two 
countries. 
 
After emergence of Bangladesh as an independent 
state in 1971, it was hoped that there would be 
greater linkages between the two regions, but so far 
little progress has been made in that direction. It is, 
however, widely believed that greater economic 
linkages can significantly enhance development 
possibilities of both the North East and Bangladesh, 
particularly their adjoining districts.  
 
The objective of this paper is to explore the prospects 
of such linkages from the Bangladesh perspective. 
Essentially exploratory in nature, in the next section 
we draw the socio-economic profiles of Bangladesh 
districts bordering the North East. In subsequent 
sections we focus on certain socio-economic 
indicators of these districts with a view to 
highlighting how they fared compared to other 
Bangladesh districts. Next we discuss the past and 
current linkages between the North East and 
Bangladesh, followed by an attempt to identify 
activities/sectors that might benefit from greater 
economic linkages between the two regions. 
Concluding observations are presented in the final 
section. 

 
Socio-economic Profiles of Bangladesh Districts 

Bordering the North East 
 

North East’s adjoining Bangladesh districts are 
Panchagarh, Nilphamari, Lalmonirhat, Kurigram, 
Jamalpur, Sherpur, Mymensingh, Netrokona, 
Sunamganj, Sylhet, Maulvibazar, Habiganj, 
Brahmanbaria, Comilla, Feni, Chittagong, 
Khagrachari, Rangamati and Bandarban. 
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Land and People 
 
Table 1 presents selected characteristics of land and 
population of the Bangladesh districts bordering the 
North East. Average density of population per square 
kilometer varies widely. Tribal people account for a 
substantive proportion of the total population in the 
above districts, compared to 1.20% for the country as 
a whole. With the exception of Chittagong, where 
34.01% of the total population live in urban areas, in 
all other districts bordering the North East, the 
population are primarily rural, with urban population 
accounting for less than the national average of 
15.22%. Agriculture being the predominant economic 
activity of the rural labor force, availability of 
cultivable land per capita serves as a crucial 
determinant of household income. With the exception 
of the hill districts, Bandarban, Rangamati and 
Khagrachari, where per capita cultivable land are, 
1.45,1.10 and 0.49 hectares, respectively, per capita 
availability of land in other districts are not 
significantly different from the national average of 
0.09 hectare. 
 

Non-agricultural Activities 
 
Table 2 presents the distribution of permanent 
establishments and persons engaged by major 
economic activity. In Bangladesh, the manufacturing 
sector accounted for 8.57% of all permanent 
establishments, and employed 23.85% of all those 
engaged in these establishments. In only 2 out of 19 
districts adjoining the North East, however, 
manufacturing employment was more than 20%- 
21.27% in Chittagong, and 22.25% in Maulvibazar, 
while in others, it was significantly lower than the 
national average. 
 
Structure of GDP 
 
In 2005/06, agriculture accounted for 18% of 
Bangladesh’s GDP. The share of industry and 
services were 28% (see Table 3) and 52% 
respectively. Of the 19 districts adjoining the North 
East, all but Chittagong had agriculture’s share in 
their respective district GDPs at a level equal or more 
than the national average.  

  
Table 1: Land and Population 
 

Districts Total 
Area 
(km2) 

Population Population 
Density per 

km2 

Cultivable 
land 

(hectares) 

Cultivable 
land per 
capita 
(ha) 

Urban 
Population 

(%) 

Tribal 
households 
(% of total) 

Bandarban 4479 298120 67 430986 1.45 10.78 47.51 
Brahmanbaria 1927 2398254 1245 158113 0.07 9.09 0.12 
Chittagong 5283 6612140 1252 345797 0.05 34.01 0.97 
Comilla 3085 4595557 1490 255406 0.06 7.10 0.10 
Feni 928 1240384 1337 72399 0.06 9.58 0.02 
Habiganj 2637 1757665 667 224922 0.13 6.25 2.10 
Jamalpur 2032 2107209 1037 174164 0.08 14.22 0.25 
Khagrachari 2700 525664 195 258613 0.49 7.40 47.27 
Kurigram 2296 1792073 781 167459 0.09 6.09 0.18 
Lalmonirhat 1241 1109343 894 102053 0.09 7.44 0.17 
Maulvibazar 2799 1612374 576 217046 0.13 5.86 2.54 
Mymensingh 4363 4489726 1029 344295 0.08 8.91 0.96 
Netrokona 2744 1988188 725 263998 0.13 5.92 1.86 
Nilphamari 1581 1571690 994 140891 0.09 10.77 0.23 
Panchagarh 1405 836196 595 118487 0.14 4.61 0.24 
Rangamati 6116 508182 83 556769 1.10 13.15 53.22 
Sherpur 1364 1279542 938 120453 0.09 8.69 1.44 
Sunamganj 3670 2013738 549 323729 0.16 7.07 0.44 
Sylhet 3490 2555566 732 277748 0.11 10.72 0.68 
Bangladesh 147570 124355263 843 11036277 0.09 15.22 1.20 
 Source: (BBS, 2007): Statistical Yearbook of Bangladesh 2006, and author’s   calculations  
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Table 2: Permanent establishments and total persons engaged by major activity  
( % of total) 
 

 
 
 
 
 

Districts 

 
 
 
 

Data 
item 

 
 
 
 

All 
sectors 

 
 
 

Manuf- 
actur 
ing 

 
Whole- 

sale 
and 

retail 
trade 

 
 

Hotels 
and 

restaur- 
ants 

 
 

Transport, 
storage & 
communic 

ation 

 
Public 

Adminis- 
tration 

and 
defense 

 
 
 
 

Educa- 
tion 

Commu- 
nity, 

social & 
personal 
services 

 
Bandarban 

 
Estabs. 7575 9.73 43.45 12.65 0.89 5.77 9.15 14.48 

Persons 31700 19.04 25.93 8.9 0.09 22.82 8.65   7.52 
Brahmanbaria 

 
Estabs. 49905 8.48 62.54 8.52 2.40 0.05 3.82 11.16 

Persons 137880 15.87 50.69 7.76 2.37 2.24 7.81   8.69 
Chittagong Estabs. 174290 7.98 61.73 8.29 2.50 0.04 3.44 11.71 

Persons 653588 21.27 44.54 8.91 2.15 1.82 6.38   8.23 
Comilla Estabs. 108878 6.77 58.48 9.41 2.43 0.05 5.78 13.61 

Persons 304792 14.56 46.39 9.02 2.13 1.90 10.00 10.68 
Feni Estabs. 37677 7.37 58.36 11.01 1.84 0.07 5.52 12.46 

Persons 110651 17.96 43.29 10.92 1.50 2.22 8.95 10.54 
Habiganj Estabs. 26802 9.31 56.01 7.39 2.54 1.25 6.28 13.86 

Persons 75443 19.97 42.15 8.00 2.01 3.75 9.17   8.70 
Jamalpur Estabs. 40992 8.11 60.06 4.32 1.68 1.30 6.23 14.20 

Persons 104886 12.52 46.40 5.38 1.94 3.89 11.90 12.02 
Khagrachari Estabs. 12038 9.64 54.15 10.82 1.99 1.79 7.22 12.13 

Persons 35347 10.98 43.38 11.41 1.38 9.35 8.54 10.61 
Kurigram Estabs. 34939 7.53 55.77 6.16 1.26 1.15 7.44 17.79 

Persons 95119 10.07 39.69 7.45 1.77 4.87 16.75 12.61 
Lalmonirhat Estabs. 23543 6.64 58.88 7.28 2.55 1.12 5.87 14.52 

Persons 58737 11.66 41.97 9.92 4.01 3.99 11.55 11.51 
Maulvibazar Estabs. 31813 9.81 58.66 7.27 2.48 0.08 4.94 13.12 

Persons 88397 22.25 44.21 7.07 2.01 3.34 7.92   8.67 
Mymensingh Estabs. 88873 8.80 60.55 6.23 1.54 0.05 6.04 13.54 

Persons 226740 16.45 46.99 6.65 1.66 2.51 11.09 10.20 
Netrokona Estabs. 37112 10.60 57.27 8.43 1.04 0.07 5.62 13.54 

Persons 86840 15.24 48.93 8.25 2.27 2.55 10.71   9.24 
Nilphamarii Estabs. 36036 5.80 59.20 6.32 1.73 0.09 7.81 15.13 

Persons 96199 11.87 42.03 9.13 2.15 2.97 13.86 11.72 
Panchagarh Estabs. 19792 5.57 54.28 6.59 2.21 1.47 8.20 17.91 

Persons 57710 12.38 34.56 7.36 2.13 5.40 15.72 12.34 
Rangamati Estabs. 14518 7.39 57.85 8.84 1.26 2.53 7.28 11.52 

Persons 63492 14.37 32.24 7.16 0.08 24.85 7.70   7.71 
Sherpur Estabs. 23956 8.88 61.63 4.20 1.13 0.06 6.18 14.06 

Persons 61443 15.95 50.25 5.75 1.06 1.93 9.88 10.71 
Sunamganj Estabs. 30552 7.14 55.75 7.88 1.93 1.04 6.72 14.99 

Persons 84758 12.43 45.48 8.91 1.66 4.05 11.18 10.97 
Sylhet Estabs. 63289 7.64 62.57 5.93 3.52 1.10 3.76 12.34 

Persons 214192 12.68 48.49 8.12 3.06 5.74 6.75   8.73 
Bangladesh Estabs. 2991249 8.57 59.31 6.82 1.99 0.08 4.85 13.68 

Persons 9702282 23.85 39.71 6.41 2.04 3.51 8.68   9.21 
Source: (BBS, 2007a): Economic Census 2001 & 2003: National Report, and author’s calculations 
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Table 3:  GDP at Current Prices, 2005/06 and Structure of the Economies 
 
Districts 

Value added at current prices, 2005/06  (Million US$) Share in GDP (%) 
Agriculture Industry Services     GDP Agriculture Industry Services 

Bandarban 19 20 66 105 18 19 63 
Brahmanbaria 214 332 474 1020 21 33 46 
Chittagong 421 1869 2581 4871 09 38 53 
Comilla 410 338 887 1635 25 21 54 
Feni 99 95 235 429 23 22 55 
Habiganj 186 228 310 724 26 31 43 
Jamalpur 201 162 429 792 25 21 54 
Khagrachari 38 28 97 163 23 17 60 
Kurigram 182 105 341 628 29 17 54 
Lalmonirhat 107 61 200 368 29 17 54 
Maulvibazar 142 128 294 564 25 23 52 
Mymensingh 360 293 846 1499 24 20 56 
Netrokona 174 113 342 629 28 18 54 
Nilphamari 159 85 299 543 29 16 55 
Panchagarh 111 48 156 315 35 15 50 
Rangamati 39 32 116 187 21 17 62 
Sherpur 131 89 241 461 29 19 52 
Sunamganj 235 132 353 720 33 18 49 
Sylhet 218 320 539 1077 20 30 50 
Bangladesh 11014 16674 31356 59748 18 28 52 
Source: (Deb et al, 2008) and author’s calculations 

 
Socio-economic Indicators and Their Changes over 
Time 
 
Table 4 presents selected socio-economic indicators 
of Bangladesh districts bordering the North East, and 
also provides information on how they changed over 
time.  
 
In 2005/06, Bangladesh had a per capita income of 
US$ 431. Excepting Chittagong which had a per 
capita income of US$ 657, all other districts had a per 
capita income significantly lower than the national 
average, none exceeding US$ 400. Eleven out of 
nineteen districts had a per capita income less than 
three quarters of the national average. In terms of 
literacy also, the above districts generally lagged 
behind. In 2001, fifteen districts had a literacy rate 
less than the national average of 45.32%. Human 
Poverty Indices also remained quite high among 
these districts, varying from 26.72 in Comilla to 
42.98 in Sherpur, over 35.00 in 13 out of 19 districts.   
 
Over 1995/96 2005/06 period, although per capita 
income of Bangladesh increased by 33.31%, in the 
districts bordering the North East, it declined in two 
hill districts, Rangamati and Bandarban, by 40.8% 
and 5.7% respectively, and the increase was marginal 
in a few other districts, e.g. 2.5% in Netrokona and  
8.7% in Mymensingh. 
 

Over 1991-2001 period, all the districts experienced 
increase in literacy rates. The increase in literacy 
rates for females was particularly impressive.  
 
Human Poverty Indices also declined over 1995-
2000, for all the districts, although the annual 
changes widely varied between districts.  
 
As mentioned earlier, all the districts except 
Rangamati and Bandarban experienced growth in per 
capita income over 1995/96 and 2005/06. Table 5 
focuses on the sources of growth. 
 
GDP for Bangladesh as a whole, over this period, 
grew by 4.2% per annum, with agriculture, industry 
and services growing at 1.1%, 5.2% and 5% per 
annum respectively.  Annual compound GDP growth 
rates of the districts bordering the North East varied 
between -1.9% in Rangamati and 7.5% in 
Khagrachari. Other districts experiencing low growth 
rates were Bandarban, Netrokona and Mymensingh 
with annual compound GDP growth rates at 0.7%, 
1.4% and 2.1%  respectively. Negative/low growth 
rates of GDP of these districts can be explained 
primarily by negative growth rates of agriculture, 
particularly of the crop sub-sector of these districts. 
Agricultural growth rates in Rangamati, Bandarban, 
Netrokona and Mymensingh were –8.3%, -8.0%, -
4.0% and -3.4% respectively. In the hill districts of 
Bandarban, Rangamati and Khagrachari over 
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Table 4: Per Capita Income, Literacy Rate, and Poverty Index.  
Districts Per capita income (US $) Literacy Rate 

(Aged 7 and 
above) 

Human Poverty Index 

  
 

1995/
1996 

 
 

1999/
2000 

 
 
2005/ 
2006 

% change 
over 1995/ 
1996 and 
2005/2006 

1991 
 

Both 
Sexes 

2001 
 

Both 
Sexes 

 
 
 
1995 

 
 
 
2000 

 
 
Annual  
Change 

 

Bandarban 
Brahmanbaria 

332 339 312 -5.7 23.82 31.66 51.50 39.77 -4.59 
283 304 384 36.0 26.59 39.45 39.26 37.65 -0.82 

Chittagong 482 520 657 36.4 43.20 55.54 32.29 29.21 -1.91 
Comilla 252 266 319 26.6 33.14 45.98 31.88 26.72 -3.24 
Feni 237 262 318 34.6 40.65 54.26 30.83 28.15 -1.74 
Habiganj 280 299 371 32.2 24.55 37.72 37.23 34.45 -1.49 
Jamalpur 245 277 336 37.2 21.48 31.80 51.06 41.87 -3.60 
Khagrachari 236 239 284 20.0 26.32 41.80 43.86 37.58 -2.87 
Kurigram 235 282 319 35.1 22.33 33.45 43.14 39.42 -1.73 
Lalmonirhat 230 265 299 30.0 28.81 42.33 40.67 35.63 -2.48 
Maulvibazar 255 280 314 23.4 30.84 42.06 37.77 32.69 -2.69 
Mymensingh 277 305 301 8.7 25.47 39.11 40.30 34.70 -2.78 
Netrokona 279 303 286 2.5 25.97 34.94 39.04 37.06 -1.01 
Nilphamari 235 261 311 32.5 25.35 38.84 46.86 38.50 -3.57 
Panchagarh 249 277 337 35.5 30.58 43.89 38.71 35.03 -1.90 
Rangamati 539 365 319 -40.8 36.48 43.59 46.24 35.74 -4.54 
Sherpur 242 277 326 34.7 19.49 31.89 45.15 42.98 -0.96 
Sunamganj 238 262 324 36.0 22.29 34.37 43.01 39.44 -1.66 
Sylhet 274 315 378 38.0 33.85 45.59 39.11 35.06 -2.06 
Bangladesh 323 355 431 33.31 32.40 45.32    
Source: (Deb et al, 2008), (BBS, 2007) 
 
Table 5: Growth in GDP by source; 1995/96-2005/06 
Districts Annual Compound Growth Rate (%) 

GDP Services Industry Agriculture Crop Livestock Fisheries Forestry 
Bandarban  0.7 3.8  5.4 -8.0 -13.6  -2.0 7.8 2.5 
Brahmanbaria  4.3 5.3  4.0  2.8    1.4  -3..3 8.6 2.5 
Chittagong  4.6 4.6  5.3  1.8    0.0  4.0 3.6 2.5 
Comilla  3.8 5.3  3.5  1.3    1.3  2.0 0.6 2.5 
Feni  4.1 5.4  4.8  1.0    0.0  0.9 2.2 2.5 
Habiganj  4.2 5.3  3.4  1.4    1.9 -3.9 2.0 2.5 
Jamalpur  4.3 5.5  5.4  1.4    1.3  2.6 -0.1 2.5 
Khagrachari  7.5 6.4  5.4  8.6    9.3  4.5  0.0 2.5 
Kurigram  3.6 5.2  5.5  0.3    0.4 -0.2 -0.4 2.5 
Lalmonirhat  3.5 5.3  5.6  0.1    0.9 -3.5 -2.0 2.5 
Maulvibazar  3.1 5.2  5.4 -1.5   -3.0 -3.0  3.0 2.5 
Mymensingh  2.1 4.6  5.5 -3.4   -2.5 -0.6 -8.0 2.5 
Netrokona 1.4 4.4  5.5 -4.0  -4.4 -3.2  -6.2 2.5 
Nilphamari 4.1 5.4  5.5  1.5   1.4 -3.3 15.6 2.5 
Panchagarh  4.6 6.0   5.5  2.6   2.9 -3.1   6.8 2.5 
Rangamati -1.9 3.2 -2.7 -8.3   -16.5  0.8 -1.8 2.5 
Sherpur   3.9 5.5  5.5  0.5  1.2 -1.1 -4.5 2.5 
Sunamganj   4.4 5.4  5.3  2.6  2.2 -5.1  9.2 2.5 
Sylhet   4.6 5.0  8.3  0.2  1.5 -3.7 -2.1 2.5 
Bangladesh   4.2 5.0  5.2  1.1  1.0  0.5  1.0 2.5 
Source: (Deb et al, 2008) 
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1995/96 and 2005/06, GDP growth rates were 0.7%, -
1.9% and 7.5% respectively. Over the same period, 
however, per capita income of these three districts 
changed by -5.7%, -40.8% and 20% respectively 
(Table 5) which can be accounted for by population 
growth rates that were higher in these districts 
compared to others, as people from other regions of 
the country came and settled down in these districts.    
 

Past and Current Linkages Between the North 
East and Bangladesh 

 
Linkages between the North East and Bangladesh 
before Independence 
 
Prior to 1947, particularly during the British rule, the 
economies of Bangladesh and the North East 
developed significant economic linkages that 
contributed to marked economic development in the 
North East, and brought some benefits to Bangladesh 
as well. Partition of India into independent states of 
Pakistan and India brought havoc to the economy of 
the North East, particularly because East Bengal with 
which its economy was deeply integrated became a 
part of Pakistan, and the relationship between the two 
countries could hardly be called friendly. As 
mentioned earlier, Assam and Meghalaya were 
directly linked with Calcutta by railways and river 
ways passing through East Bengal, and with the 
outside world by Chittagong port. Tripura was 
engulfed on all sides but one by East Bengal, and 
relied entirely on East Bengal Railway and high 
ways, just a few kilometers away from her borders, 
for communication with Assam in the north and 
Chittagong in the south. Although Mizoram had 
common borders and trade links with Myanmar, 
linkages were better through East Bengal, as the 
major river  route passed through Chittagong Hill 
Tracts down the Karnaphuli river to the sea. Given 
the level of economic integration between East 
Bengal and the North East, had economic 
consideration been accorded due priority, it would 
have been in the interest of the North East to join 
Pakistan instead of India, but that did not happen. 
Politics triumphed over economics. Suddenly, the 
North East found itself virtually cut off from the rest 
of India and outside world as well as their traditional 
markets and sources of essential supplies. 
 
Over the last six decades, the North East tried to 
develop alternate linkages but not very successfully. 
Other than by air, it is currently linked to mainland 
India only through the narrow Siliguri corridor that 
significantly increases distances, and thereby, 
transport costs, rendering many previously viable 

economic activities of the region unviable. Despite 
state subsidy for transportation east of Siliguri 
corridor, the people have to pay dearly in terms of 
significantly higher prices compared to the rest of 
India for goods procured from the mainland and 
international markets while products of the region, 
particularly the bulky perishable agricultural 
products, rot for loss of their traditional markets 
across the border, and the vast natural resources that 
the North East possesses remain unexploited. From 
1947 until 1971, i.e. after the departure of the British 
until Bangladesh gained her independence, because 
of hostile relationship prevailing between India and 
Pakistan, the people of the North East, particularly 
those of  Assam, Meghalaya and Tripura immensely 
suffered, more so, due to large scale immigration 
from (East) Pakistan in the wake of communal 
disturbances following partition. With change in 
demographic composition, the tribal population felt 
particularly threatened. As different communities 
tried to secure their share of a shrinking cake by any 
means, ethnic conflicts erupted, often with violence, 
leading to insurgency by disgruntled elements and 
counter insurgency operations by the security forces. 
The above developments not only discouraged 
investment, but also caused significant capital flight 
away from the region, further constraining growth 
and development of the North East.   
 
Linkages between the North East and Bangladesh 
after Independence 
 
In 1971, in order to escape from the atrocities 
committed by the Pakistan army on unarmed civilian 
population of Bangladesh (then East Pakistan), about 
10 million Bengalis from East Pakistan sought refuge 
in India. Although, the vast majority of these 
refugees (7 million) were sheltered in West Bengal, 
the North East also played an important role in 
hosting these refugees. Tripura with a population of 
1.6 million provided shelter to 1.3 million refugees; 
Meghalaya with a population of 0.9 million hosted 
nearly 0.7 million refugees and Assam with a 
population of 14.9 million hosted 0.3 million 
refugees. (Franda, 1972). For about nine months, 
until Bangladesh gained her independence and the 
refugees returned home, the entire economy of the 
North East underwent severe stress and strain.  
 
Emergence of Bangladesh as an independent state 
generated high expectation amongst the people of the 
North East who hoped for an end to their relative 
isolation, with Bangladesh serving as an economic 
bridge to the mainland and the outside world. The 
people of Meghalaya bordering Bangladesh were 
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particularly excited about the prospect of reopening  
their traditional trade with the Sylhet plains, so vital 
for their local economy. Normal trade between 
Bangladesh and India resumed. In order to alleviate 
the sufferings of the people living close to the border 
areas on both sides, the first Indo-Bangladesh Trade 
Agreement signed on March 28, 1972, made a 
specific provision for border trade. Article IV of the 
agreement read as follows: 
 
“In order to meet the day-to-day requirements of the 
people living within the sixteen kilometer belt of 
border between West Bengal, Assam, Tripura and 
Mizoram on the one hand and Bangladesh on the 
other and with a view to providing facilities to these 
people to dispose their goods, border trade shall be 
allowed in specific commodities… The guidelines for 
operation of the border trade stated that 

(i) entry of the individual trader was to be 
regulated by the issue of permit by the local 
authorities on both sides; 

(ii) only specific items in given quantities could 
be exchanged or purchased; 

(iii) border trade would not be subject to the 
normal export, import and exchange 
regulations as well as custom formalities; 
and  

(iv) each trade could carry an amount not more 
than Rs/Taka 100 when crossing the border 
from either country into the other.” (Gassah, 
2006 pp.183-4) 

 
Border trade that began in April 1972 was, however, 
suspended in October the same year on the ground 
that it opened the way for large scale smuggling of 
goods between the two countries.  
 
Although border trade was officially suspended, both 
formal and informal trade between India and 
Bangladesh flourished. In 2005/06, Bangladesh 
exports to and imports from India through formal 
channels amounted to Taka 13.39 billion and 113.55 
billion respectively (BBS, 2007). The volume of 
informal trade is believed to be even larger.  
 
In 1996/97, while formal exports to India amounted 
to US$ 46 million, informal exports were estimated at 
US$ 125 million. While formal imports from India 
amounted to US $ 876 million, informal imports were 
estimated at US$ 1250 million. For services, official 
receipts and payments amounted to US$ 13 million 
and US$ 35 million respectively. Unofficial receipts 
and payments were estimated at US$ 13 million and 
US$ 300 million respectively (Cookson et al, 2002 
p.22). The composition of trade indicated a growing 
volume of agricultural produce, particularly grain that 

varied with the level of domestic production of rice. 
In 1998/99 Indian rice met 60% of Bangladesh’s 
import needs. Textiles comprise another large 
component of imports, providing inputs for the 
export oriented garments industries and for meeting 
other local demands. A large variety of other 
manufactured goods which are not locally produced 
are also imported, and some of the imports pose 
threat to local products. Medical and educational 
services account for the largest service outflows 
(Cookson et al, 2002). North East’s contribution to 
total Indian exports to Bangladesh has however been 
rather small. 

 
Table 6 presents the North East’s state-wise exports 
to Bangladesh for the years 1995/96 and 1996/97. 
Exports seem to vary widely from year to year; 
constitute only a limited number of  items, of which, 
coal, limestone, stone boulders and rice dominate; 
and Meghalaya seems to be the major exporting state, 
followed by Assam. Unofficial trade, however, takes 
place primarily through Tripura border, estimated in 
the range, between Rs. 500 to 1000 crores, the main 
export items being cycle and cycle parts, automobile 
parts, textiles, medicines, plastic goods, chemicals, 
salt, sugar, kerosene, cereals and pulses, wood and 
bamboo, rubber and rubber products, fruits and 
vegetables (Sachdeva, 2000, p.152). 
 
A World Bank study on informal trade between India 
and Bangladesh estimated the size of the informal 
imports of Bangladesh at US$ 512 million (30% of 
total imports- both formal and informal) compared to 
total formal imports of US$ 1210 million in 2002/03. 
The composition of informal imports indicated that 
live animals- cows and buffaloes, accounted for 43% 
of total informal imports, followed by agricultural 
products, pulses and timber (14%), processed foods 
(17%), textiles (16%) and others (10%). Rice and 
wheat accounted for 90% of informal imports of 
agricultural products; sugar accounted for 88% of 
informal imports of processed foods; and sarees 
accounted for 63% of informal textile imports (World 
Bank, 2005).  
 
Substantial factor movements also take place 
between India and Bangladesh. The reluctance of 
some members of the Hindu community to make 
long term investment in Bangladesh cause some 
capital outflow from Bangladesh to India. The export 
oriented garments manufacturing sector of 
Bangladesh, both formally and informally, employ a 
sizable number of Indian professionals and highly 
skilled technicians. A number of unskilled workers of 
Bangladesh informally migrate to India in search of 
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Table 6: State–wise Exports through India’s North-East Borders to Bangladesh (Rs. lakh) 
 

Item Assam Meghalaya Tripura 
1995/96 1996/97 1995/96 1996/97 1995/96 1996/07 

Onion 6.07 42.08 3.09 6.98 -- -- 
Citrus fruit 18.57 20.52 1.94 4.23 -- -- 
Apples 1.27 0.36 1.71 -- 0.18 1.99 
Oranges 131.30 85.63 90.86 20.27 -- -- 
Grapes 3.92 1.95 -- -- 0.63 0.75 
Ginger 6.00 3.39 5.88 16.04 -- -- 
Garlic 4.13 2.42 37.40 -- 0.09 -- 
Dry Chilly 2.57 14.70 -- -- 8.67 -- 
Pepper -- 0.38 4.53 0.32 2.09 -- 
Rice 4728..85 435.99 785.73 -- 6.48 1.82 
Coal 2847.42 416.72 4794.57 6400.04 -- -- 
Limestone -- -- 392.18 583.57 -- -- 
Stone boulder -- 29.31 11037.23 30.32 -- -- 
Total 200.61(?) 2390.25 18435.72 7059.39 18.15 4.56 
 Source: (Sachdeva, 2000 p.151) 
 
jobs in the manufacturing and household service 
sector. The North East with a more favorable land-
man ratio also attracts some peasants from the 
bordering Bangladesh districts.  

 
Identifying Activities/ Sectors with Potential to 

Benefit the People of both the North East and the 
adjoining Bangladesh Districts 

 
Energy 

 
Availability of adequate energy is the basis of any 
economic activity in the modern world. The North 
East is extremely rich in coal deposits, possesses 
considerable oil resources, and commands 
tremendous potential for generating hydroelectricity. 
Despite all these, per capita electricity consumption 
in the North East has been the lowest in India-110.4 
kilo watt hours (kwh), compared to 411.1 in India in 
2004/05(NIPFC, 2007). Bangladesh as a whole, and 
the districts adjoining the North in particular, suffer 
from acute shortage of power. Only 29.90% of all 
manufacturing establishments in Bangladesh use 
electricity, and in 12 out of 19 Bangladesh districts 
adjoining the North East the above percentages are 
even lower than the Bangladesh average-only 7.32, 
7.72 and 8.49 in Rangamati, Kushtia and Bandarban 
respectively.  
 

For lack of adequate power, even those 
establishments which enjoy the privilege of having 
electricity connection, particularly those located 
outside the metropolitan cities, remain idle most of 
the time during the day, due to large scale load 
shedding. Improvement in the availability of energy, 

 
therefore, is the key to increasing the share of 
manufacturing activities and output in the economy  
which alone can bring in a structural transformation 
of the economies of the North East and adjoining 
Bangladesh districts. As vast areas of both the 
regions are yet to come under irrigation, 
improvement in energy availability, by bringing in 
more land under irrigation, is also expected to 
contribute significantly to enhancing the agricultural 
productivity of both the regions.  
 
Thus the thrust sector for development should be 
energy, particularly development of hydroelectricity 
in the North East, as the region currently generates 
less than 8% of her hydroelectricity generation 
potential of 63,257 megawatts (NIPFC, 2007). In 
developing any project for generating 
hydroelectricity, however, its possible consequences  
on environment, life and living of the people, and its 
contribution to mitigation of flood must receive due 
consideration.   

 
Mining of Limestone and Cement Manufacturing 
 
The North East, Meghalaya in particular, has 
richlimestone deposits. Limestone is used for 
production of cement, an indispensable input needed 
for all constructions. Limestone currently features as 
a major export item of Meghalaya to Bangladesh. 
There exists considerable scope for increased mining 
of limestone in Meghalaya, its transportation to 
adjoining Bangladesh districts by ropeway/ river, and 
production of cement to meet growing demand for 
cement for construction purposes of both the regions. 
Mining of limestone in Meghalaya and production of 
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cement in Bangladesh thus emerges as another key 
activity with considerable potential benefits for the 
people of both the regions. 
 
Logging and Furniture Making 

 
With 52% of its land under forests, the North East is 
extremely rich in forest resources. The adjoining 
Bangladesh districts, excepting Bandaraban, 
Khagrachari and Rangamati, however, have only a 
small proportion of their land under forest cover, and 
therefore, need a lot more of forest resources than 
they produce. There exists therefore scope for a 
thriving furniture industry under joint ventures with 
logs from the North East and manpower drawn from 
both the regions in plants located close to customer 
concentrations. Location of the plants near a port 
such as Chittagong, and use of the Swedish 
technology of furniture making i.e. production of 
parts based on standard designs, for later assembly by 
the buyers, can make the industry export oriented. 
Thus, logging and furniture making for meeting 
domestic as well as international demand can emerge 
as another important activity with potential to benefit 
people of both the regions.  

 
Fertilizer 

 
A few Bangladesh districts adjoining the North East 
have considerable reserves of natural gas. At present 
natural gas is being exploited in Bangladesh to 
produce fertilizer (Urea) and for generating 
electricity, in addition to meeting the need for 
domestic use in certain urban areas. Use of natural 
gas for Urea production is highly efficient, but not so 
in the case of generating electricity. Development of 
the energy sector in the North East will not only be 
able to meet the growing energy needs of 
Bangladesh, it will also contribute to increased 
fertilizer production by releasing gas resources for 
use in fertilizer production, which are currently being 
used for generating electricity. Increased fertilizer 
production and use, will definitely contribute to 
increased agricultural productivity in both the 
regions.    

 
Tourism 

 
The North East, with her spectacular natural beauty 
features hills and valleys, rivers and lakes, species-- 
rich tropical rain forests, diverse flora and fauna, wild 
life sanctuaries, tea gardens and rich cultural 
diversity. Some of the adjoining Bangladesh districts 
such as Bandarban, Khagrachari and Rangamati, with 
their hills, lakes, rivers and cultural mosaic, Sylhet 
with her tea gardens, and Chittagong with her sea 
beach can also be developed into attractive tourist 

destinations. Standard tour packages covering both 
the regions can be developed and marketed widely to 
benefit people of both the regions. 
 
Agro-processing Industry 

 
A lot of agricultural produce of the region, 
particularly fruits of different varieties, and 
vegetables, for lack of adequate marketing facilities 
rot at present. Development of agro-processing 
industries, close to the production areas; and 
arrangement for marketing of the above products, 
will give a boost to production of these commodities 
and thereby contribute to well being of the people. 

 
Concluding Observations 

 
The North East lags behind the rest of the country in 
per capita gross state domestic product (GSDP), as do 
the Bangladesh districts adjoining the North East, 
excepting Chittagong  which enjoys the unique 
privilege of housing the second largest metropolitan 
city and the largest sea port of the country. The North 
East and the adjoining Bangladesh districts have 
considerable similarity with agriculture accounting 
for the largest share of employment, a narrow 
manufacturing base, and low levels of consumption 
of electricity which significantly constrain their 
growth prospects.  
 
The three hill districts of Bangladesh have large 
shares of tribal population, as do three states of the 
North East, and people of both these sub-regions 
have been using the same low productive agricultural 
technology featuring shifting cultivation called Jhum 
for generations. The two regions formed a single 
economic entity under the British rule, shared 
common infrastructure and developed close linkages 
which contributed to economic growth of both the 
regions. Partition of British India in 1947 into two 
separate states, India and Pakistan, and the two 
regions falling in two countries which did not 
maintain friendly relations, caused havoc to the 
economy of the North East, as severed economic 
linkages made its economy extremely vulnerable 
besides converting it into a virtually land-locked 
region.  
 
The adjoining districts of Bangladesh (then East 
Pakistan) also suffered by losing their traditional 
sources of supplies and markets for their products, 
but as they retained most of the common 
infrastructure including access to the sea, and thereby 
to the outside world, their situation was not as bad. 
Their growth performance, however, indicates that 
they performed relatively poorly compared to most 
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other Bangladesh districts. With the emergence of 
Bangladesh as an independent country in 1971, it was 
expected that the linkages earlier lost would be 
restored, but little progress has been made so far in 
this direction. It is, however, believed that improved 
economic linkages between the North East and the 
adjoining Bangladesh districts, would promote 
development of both these regions.  
 
In this paper certain activities/sectors have been 
identified as possible areas of cooperation. As both 
the North East, and adjoining Bangladesh districts 
currently suffer from acute energy shortages that 
constrain their growth prospects, the highest priority 
needs to be given to development of the energy 
sector, particularly hydroelectric power in the North 
East, financed with the help of international 
development agencies like the World Bank and the 
Asian Development Bank, with arrangements for 
guaranteed power supply to Bangladesh, overseen 
and enforced by international agencies. This will 
release the natural gas of Bangladesh which is 
currently being used for generating electricity to a far 
more efficient use in producing fertilizer, an input 
urgently required for raising agricultural productivity 
in both the regions, in a global environment of 
declining availability of food grains and their soaring 
prices, pushing increasingly larger number of people 
below the poverty line.  
 
Private sector initiatives under joint ventures, for 
harnessing the mineral and forest resources of the 
North East, and processing of agricultural produce of 
both the regions need to be encouraged. Mining of 
limestone in Meghalaya to produce cement in 
Bangladesh to meet construction needs of both the 
regions; logging in the North East to produce 
furniture for domestic use in both the regions and for 
exports abroad; and industries for processing 
agricultural produce, particularly fruits and 
vegetables, have been identified as activities worth 
promoting. Finally, initiatives need to be taken under 
joint auspices to promote tourism in this enchanting 
land of hills and valleys, rivers, lakes and sea, rich 
flora and fauna, inhabited by culturally diverse 
people, covering both the regions. 
 
The above measure, however, calls for significant up-
gradation of infrastructure along the borders to 
facilitate trade and faster movement of goods 
between Bangladesh and the North East. Because of 
close proximity, the North East can serve as a market 
for Bangladesh manufactures, but unless the region 
experiences high rates of economic growth, the size 
of the market will not expand. The greatest constraint 
to the growth of the North East is its lack of access to 

the sea, and thereby to the outside world. Bangladesh 
in its own interest, and, also as a goodwill gesture, 
should allow the North East accessto Chittagong Port 
by the shortest possible route. Capacity and facilities 
at Chittagong Port need to be significantly enhanced 
for handling of the increased volume of goods that 
would flow to and from the North East. India may 
come forward with necessary financial and technical 
support in this regard and also for constructing the 
road that would connect Chittagong Port with the 
North East. 
 

 
*This article draws substantially from “Bangladesh 
and the North East: Exploring Development 
Possibilities through Economic Linkages” A report 
prepared by the author for the World Bank, May, 
2008. 
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The Dynamics of Refugee-Related Violence in South Asia 
 

Navine Murshid 
 

Abstract 
 

This paper assesses the proclivity towards refugee-related violence in India, Pakistan, and Bangladesh using an 
original dataset. It shows that the host’s attitude towards refugees depends on local factors such as how long 
refugees are expected to stay, the rate of inflow, its control of camps, as well as on international factors such as 
alliances with the sending country and the presence of international organizations. If the host is aggressive, refugees 
will retaliate, depending on whether the camps are militarized whereby refugees will have access to weapons and 
arms. Camp militarization, in turn, depends on factors such as rebel infiltration and the location of camps. 
Furthermore, the paper finds that alliances between host and sending countries have a pacifying effect on camp 
militarization, but increases the probability of host aggression. At the same time, while international organizations 
are able to shape host behavior to a certain extent, they are unable to prevent camp militarization. Such findings 
have policy implications for hosts, sending states and international organizations. A close examination of the 
Rohingyas in Bangladesh shows that, indeed, the protracted nature of the refugee crisis, limited international 
involvement, the antagonistic relationship between the Rohingyas and the Burmese military junta, the placement of 
camps near the Burmese border, have all served to create a violence-prone environment in the Cox’s Bazaar area. 
Increased international support and partnership with the Government of Bangladesh in the last few years have, 
however, served to create safer camps.  
  

Introduction 
 

For a few minutes, little Aleem forgot he was 
hungry.  A smile spread across his face. A toy! He 
quickly reached out to pick up the shiny object from 
the ground just outside the refugee camp where he 
spent all of his four years, looking around to see if 
some of the older boys had eyed it already. Just as 
quickly, an explosion followed. 
 
Aleem’s family is among the three million living in 
refugee camps across South Asia in the present day, 
with three-fourths of that population being from the 
region itself. It is also a region marred by political 
turmoil and conflict.  This paper aims to study the 
proclivity towards violence between host 
governments and refugees in three South Asian 
countries: India, Pakistan, and Bangladesh. 
 
A quick survey shows that while the Burmese 
refugee camps in Bangladesh are home to frequent 
bouts of violence, those in Thailand are not. Also, 
while Afghan refugees in Iran form a relatively 
peaceful group, those in Pakistan are more prone to 
violence. The overarching question this paper seeks 
to answer is why some refugee-crises are conflict-
inducing while others are not, within the South Asian 
framework. 
 
Much of the literature on refugees focuses on the 
humanitarian, psychological, and economic aspects 
of mass-exodus (Stein 1986, Loescher & Loescher. 
1994, Pottier 1996, Mollica & Yang 1990).  

Conflict situations arise (in the host country), some 
argue, because it becomes difficult to control large 
refugee camps which become breeding grounds for 
criminal activity (Loescher & Monahan 1990).  
Others  argue that large numbers  of young men tend  
to increase violence as do poor living conditions  
which increases  discontent  and  militancy  
(Cambers  1982).  Poor  living conditions  and lack  
of access to  basic  needs  in life often  make  
refugees angry  and  prone  to  violence,  too,  thus 
creating  instability in the host country  (Jacobsen 
1996, Kunz 1973, Loescher 2001). Although such 
factors may contribute to violent behavior, these 
seem more like peripheral reasons that do not capture 
the root cause of violence.  
 
Lischer (2003) argues that the propensity to fight 
often depends more on the political motivations and 
political contexts of the refugee crises.  Factors  such 
as the  origin of the  refugee crisis, the  policy of the  
receiving  state,   and  the  influence  of state  and  
non-state actors  are  important determinants of 
conflict behavior (Lischer. 2003.). While these 
factors are important determinants, these are also 
very broad concepts, making it difficult to derive 
specific predictions.  The  theory presented  in this 
paper borrows some of the broad concepts of 
militarization of refugee camps from Lischer (such as 
the host’s state  capacity), but  provides a more 
specific mechanism  to explain the resulting  violence 
by quantifying the  relationship between  the  host  
and  sending  countries  which will then  affect the 
will of the host to prevent militarization.  
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The literature shows that local residents in host 
countries can get embroiled in conflict with refugees.  
The basic idea is that locals generally perceive 
refugees as economic burdens - using up resources 
without contributing much to the host economy 
(Stein 1979, Jacobsen 1996, Meyer 2006). Such 
economic pressures create conflict among citizens 
and refugees, thus setting the ground for political 
instability. The story becomes murkier when refugees 
have connections with ethnic groups within the host 
country.   Ethnic  minorities  cease the  opportunity to 
voice their  own demands  in conjunction  with the 
refugees, thus creating  the grounds for unrest  
(Fearon  & Laitin  2003). Collier and Hoeffler (2002) 
also posit that how ethnic identities across countries 
are conflict-inducing, more so with border crossings 
(Collier 1999, Paul Collier & Sderbom 2004).  
However, this  paper  only looks at  the  interaction 
between  the  refugees and  the  host  government, 
and  not  the  locals within the host state.  
 
The most extreme form of conflict that refugees can 
potentially create with regard to the host state is 
interstate war (Posen 1996, Regan 1996, Pearson & 
Baumann. 1993). There are cases, for example, when 
the ‘refugee burden’ was so high for a host country 
that it military intervened in the conflict of the 
sending country to end it and thereby ease the refugee 
pressure. Note, however, that this is not a frequent 
event. The decisive military intervention by India 
during Bangladesh’s Independence War against 
Pakistan in 1971 is one such infrequent event. Nearly 
10 million refugees flooded into India from East 
Bengal, and when diplomatic efforts failed, 
the government of India “considered the threat to her 
economy and general instability posed by the 
humanitarian flood from Pakistan to be a casus belli” 
(Teitelbaum 1984, Dowty & Loescher 
1996). Although interwar crisis caused by refugee 
flows is the most extreme form of violence that 
refugees can bring about, its study is beyond the 
scope of this paper. Instead, the focus is on how the 
relationship between the host country and refugee 
groups becomes violent. 
 
What makes hosts aggressive towards refugees? In 
order to explain host behavior it is necessary to 
understand both domestic and international 
constraints. For example, how long refugees are 
expected to stay will shape the hosts’ attitude towards 
them, as will the relationship the host has with the 
sending country. However, for violence to occur, 
there needs to be a confrontation or fight between the 
host and refugees which will occur if the host is 
aggressive and the refugees retaliate.  

This paper assesses the proclivity towards refugee-
related violence in India, Pakistan, and Bangladesh, 
using an original dataset. I show that the host’s 
attitude towards refugees depend on local factors 
such as how long refugees are expected to  stay, the 
rate of inflow, its control of camps, as well as on 
international factors such as alliances with the 
sending country and the presence of international 
organizations. If the host is aggressive, refugees will 
retaliate, depending on whether the camps are 
militarized whereby refugees will have access to 
weapons and arms. Camp militarization, in turn, 
depends on factors such as rebel infiltration and the 
location of camps. Fur- thermoses, the paper finds 
that alliances between host and sending countries 
have a pacifying effect on camp militarization, but 
increases the probability of host aggression. At the 
same time, while international organizations are able 
to shape host behavior to a certain extent, they are 
unable to prevent camp militarization.  Such findings 
have policy implications for hosts, sending states and 
international organizations. 
 

Definitions 
  
Violence: Violence or conflict, in this paper, is any 
act of aggression perpetrated between the host and 
the refugee population, although generally violence 
can occur between the sending country and refugees 
as well. The paper is based on the premise that 
refugees rarely initiate conflict as they are  fleeing 
some form of conflict themselves, unless they are  
being manipulated by other actors. According to the 
United High Commission for Refugees (UNHCR), it 
is the host that is the ultimate bearer of responsibility 
for refugees. It follows, then, that conflict scenarios 
that arise with regard to refugees are either due to 
some shortcomings on the host’s part or are caused 
by the behavior of the host. 
 
Refugee: Anyone who is outside his or her 
(perceived) country of origin owing to a negative 
shock and is unable to return for fear of persecution 
is a refugee, with the inability to return being the key 
factor.   The types of refugees that fit the definition 
are persecuted refugees and stateless people. I find 
this definition superior to the one used by UNHCR 
because this is broader and allows one to compare 
violent and non-violent cases. The Biharis were not 
considered refugees by UNHCR because they were 
not threatened nor were they a threat to Bangladesh. 
However, to exclude such cases on this premise 
creates a selection bias which only serves to generate 
false predictions.  The crucial factor is not why they 
fled in the first place but that they cannot return.  
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Persecuted refugees are those who flee group-based 
persecution and would return to their country of 
origin when protection can be guaranteed. They have 
weak cohesion when in-state, but it may grow strong 
in exile, making it somewhat likely that they will act 
violently against the sending country (Lischer, 2003). 
 
A stateless person is someone with no citizenship in 
any country.   This may be  because of several 
reasons: the state that gave them nationality may not 
exist anymore and there may not be any successor 
state; their  nationality may have been revoked by 
their  own state, effectively making them refugees; 
people may also be stateless if they are members  of a 
group which is denied citizen status in the country on 
whose territory they are born; if they are born in 
disputed territories; if they are born in an area ruled 
by an entity whose independence is not 
internationally recognized; or if they are born on 
territory over which no modern state claims  
sovereignty. These types of people have strong 
cohesion, especially if they can coordinate. They may 
engage in conflict against the perceived sending 
country by way of demanding that their nationalities 
be established, but are likely to use alternative ways 
of doing so before resorting to violence (Lischer. 
2003). 
 
Neither persecuted refugees nor stateless people will 
initiate violence against the host government, unless 
provoked, in which case the refugees are likely to 
retaliate. The host country, for the purpose of this 
study, is the country of first asylum. 

 
Methodology 

 
This paper focuses on the attack-counterattack 
phenomena between hosts and refugees in India, 
Bangladesh, and Pakistan covering the years from 
when each country gained independence until the 
present. Both the host and the refugees need to use 
force for a violent outcome, as defined above, to 
result. Accordingly, this paper analyzes the factors 
that (i) lead to hosts attacking refugees, which I call 
host aggression, and (ii) refugees retaliating, both of 
which lead to a violent outcome. I do so by 
accounting for the costs and benefits associated with 
attacking. As such, it can be seen as two studies: one 
from the host’s perspective and one from the 
refugees’. 
 
Unfortunately, there exists no data on political 
variables associated with refugees that is publicly 
available.  Therefore, I compile a new data set using 
newspaper sources and archives in order to test the 
predictions presented above. There is, thus, complete 

data on three South Asian countries: India, Pakistan, 
and Bangladesh.  Keesing’s Record of World Events 
Online has been used as a primary source of 
information in addition to three local newspapers in 
each country: The Times of India, The Dawn of 
Pakistan, and The Daily Star of Bangladesh accessed 
via BBC’s Monitoring Service. 
 
Data has been compiled for each year a given country 
hosted refugees, which resulted in a sample size of 
155. More specifically, in each country year, I noted 
host and refugee interactions. Although there are 
multiple camps for people from a particular sending 
country, I treat them as a cluster. For example, a fight 
between the Burmese refugees and the Bangladesh 
Border Patrol occurred in Cox’s Bazaar is attributed 
to a fight between the Burmese refugees and the host, 
irrespective of whether the other camps were 
peaceful or not.  Even if there were multiple clashes 
between the Burmese refugees and the Bangladeshi 
forces at the same time, they are treated as one event. 
The limitation of doing so is that one cannot 
distinguish between a small and a large-scale clash. 
Nevertheless, this mechanism is used to avoid 
inflating the data in the case of contagion effects and 
fights in one camp affecting those in others.  

 
As mentioned earlier, data used in this paper is 
largely gathered from newspaper sources. While 
instances of host attacks were easy to detect, reports 
on counter-attacks were more difficult to come by 
because it is unclear whether the attacks were a 
response to host aggression or a fresh demand. 
Instead, camp militarization has been used to proxy 
for counterattacks and in the paper, I study which 
factors lead camps to become more militarized. There 
are some obvious shortcomings in using this proxy, 
the main one being the fact that whether or not a 
camp is militarized will affect whether the host will 
use force or not.  Also the purpose of militarization 
may or may not have anything to do with the host 
government. In absence of a more suitable measure 
that would affect the refugees’ ability to counter 
attack, I use camp militarization. 
 
Thus, the two dependent variables used are host 
aggression and camp militarization, which are 
defined as follows: 
 
Host Aggression:  Whether the host initiates the use 
of force by means of attacking refugees in camps 
(yes/no coded as 1/0). 
 
Camp Militarization: Weapons and arms infiltration 
in camps (yes/no coded as 1/0). 
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Factors that affect Host Aggression  
 
Alliance between the Host and Sending Country   
 
I argue that the host’s relationship with the sending 
country can bind the host in several ways that impact 
camp militarization. If the host has a hostile 
relationship with the government of the sending 
country, for example, the host may deliberately 
facilitate militarization in order to help undermine the 
government of the (perceived) sending country.  
Accordingly, the ‘will’ of the host (Lischer 2003) 
will largely be dependent on relations with the 
(perceived) sending state. In the simplest terms, a 
host state can be for, against, or neutral towards a 
sending country, which will in turn determine the 
host’s behavior towards refugees from that country. 
 
Pro-sending-country 
 
This type of host would have the incentives to 
prevent militarization of refugee camps because its 
good ties with the sending country will provide an 
incentive to protect the sending government. Also, 
the host will be unwilling to allow rebels to control 
the refugee camps and attack the sending government 
for fear of retaliation and escalation into an 
international crisis, which would ruin the diplomatic 
ties between the two neighbors.  Therefore, if the host 
has the relative state capacity to maintain secured 
refugee camps, it will try to do so. It may even 
repress the refugees as a show of support to the 
country of origin, as in the case of Macedonia 
opening fire on Albanian refugees escaping Kosovo 
in 1998 in support of Serbia. 
  
Anti-sending-country 
 
This type of host, all other things equal, will be 
welcoming to refugees and even highlight their plight 
in order to make a statement about the (perceived) 
sending country’s domestic turmoil.  This host will 
not only turn a blind eye towards rebels  taking 
charge of the refugees, but may also assist 
militarization, as in the case of Pakistan’s support of 
Afghan refugees in the late 1970s. As is clear, this 
type of host does not have the will to prevent 
violence.  Since the diplomatic relationship with the 
sending country is already hostile, the host may even 
be prepared for retaliation. At the extreme, this type 
of host may use attacks on the rebels by the sending 
country in order to justify use of force against the 
sending country. Arguably, the situation during the 
1996 Zaire-Rwanda crisis had this kind of a flavor. 
Following the 1994 Rwandan genocide, Hutu 
refugees (and militia) escaped to neighboring Zaire. 

The pro-Hutu Zaire government used the oppression 
of the refugees by Rwanda as well as Rwanda’s 
‘support’ to Tutsi rebels in Zaire to justify firing into 
Rwanda in October, 1996 (Loescher 2001, Loescher 
& Loescher. 1994). 
 

Neutral    
 
This type of host would be least likely to engage in 
strategic behavior with regard to refugees. This host 
would welcome refugees on humanitarian grounds 
and would have the will to prevent militarization for 
the safety and security of its own country. Thus, with 
high relative state capacity, this host may be able to 
prevent militarization of refugee camps. 
 
The relationship between the host and sending state 
will also impact the host’s attitudes towards refugees 
from that country, depending on why the refugees 
fled in the first place. Say, for example, if relations 
between country A and country B are sound, and anti 
government refugees from A enters B, then B, owing 
to its good relations with A, is likely to be hostile 
towards the anti-A refugees from A. On the other 
hand, if the refugees are fleeing natural disasters, for 
example, B will be more welcoming because of the 
good ties. 
 
Therefore, the will of the host depends on 
the relationship between the host and the sending 
country.    Relative state capacity interacts with the 
will of the host to determine when violence occurs 
and when it does not. 
 
Arguably, it is ultimately up to the host country 
to ensure security in refugee camps.  Most 
humanitarian organizations (such as the UN) are 
generally not armed and hence cannot take credible 
measures against militancy in the camps. A high state 
capacity gives the host the following options: to 1) 
prevent militarization of camps; 2) ensure safety in 
the camps; 3) repress refugees; 4) credibly threaten to 
use force; and 5) do nothing. 
 
The host will choose the least costly option. In the 
first four cases, however, the state’s capability must 
be superior to that of potential rebels. Rebel groups 
can often garner material support from humanitarian 
organizations and donor states and use it for their 
own cause (Fearon & Laitin 2003). Without 
resources, even the most determined refugee will find 
it difficult to systematically pursue violence. 
 
For the strong state then, to do nothing would be the 
costliest option because it would mean that the camps 
will be militarized.  If the host has low state capacity, 
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however, it is more costly to use options 1 through 4 
than to use option 5, which is to do nothing. In such 
cases, if refugees want to militarize, they will be able 
to do so facing little, if any, opposition. Which option 
is least costly depends on the relative state capacity 
of the host. 
Therefore, if the host has good ties with the sending 
country, the likelihood of militarization will be low if 
it has the capability to do so. This variable is coded 0 
if the relationship between the host and sending 
countries is bad, 1 if good, and 2 if it is neutral (i.e. 
they are neither allies nor enemies). 
 
The capability of the host to engage in conflict with a 
high probability of success proxies by the gross 
domestic product each year with the understanding 
that wealthier countries  are better able to divert  
resources to thwart or initiate conflict than are poorer 
nations (source: World Development Index Online).  
 
The expected length of stay of refugees  
 
Host countries face a dilemma when welcoming 
refugees:  they want to provide relief to refugees, but 
at the same time they do not want the refugees to stay 
forever.  The longer the refugees stay, the greater is 
the burden to the host country. Initially, irrespective 
of how long the expected length of stay is, the host 
government is unlikely to repress refugees because 
the situation is under scrutiny by international actors 
such as the UNHCR during that period. However, 
after the initial phase, if the host government expects 
the refugees to stay for a long period of time, it is 
likely to use repressive tactics to induce them to 
leave, as in the case of Jordan with regards to 
Palestinian refugees. Conflict arises when refugee 
groups retaliate, creating a cycle of violence, as this 
case shows. 
 
Host governments use repressive tactics more 
frequently on stateless people than on persecuted 
refugees because the expected length of stay for the 
previous is usually much longer.  This can explain 
why countries such as Jordan repress Palestinian 
refugees (although in this case, it resulted in 
escalation) as mentioned before. However, if the host 
fails to recognize them as stateless and does not take 
any measures to redirect them within a reasonable 
timeframe, host governments may fall into a path-
dependent position whereby hosting them is less 
costly than using force. 
 
Therefore, the crucial element is the expectation 
formed by the host during the initial period of refugee 
inflows. Although the host may not be in a position to 

act at that time, the expectation formed will have 
repercussions for policies undertaken in the future. 
 
The expected length of stay is the host government’s 
perception of how long a particular refugee group 
will remain in the camps each year, determined by 
the situation in the sending country which will make 
return easy or difficult and talks between relevant 
actors regarding repatriation (takes on the value of 1 
if high, 0 if low).  
 
Rate of inflow of refugees 
 
Even the most welcoming of host states are 
overwhelmed when the rate at which refugees are 
entering its borders is very high. The economic 
burden often becomes unsustainable and host 
governments cannot bear the burden of a foreign 
group that contributes little to the economy but uses 
its resources.  Especially if the host is poor, the 
opportunity costs are very high. Pressures to cater to 
refugees when the host is unable to serve its own 
people, and having to divert resources for their 
sustenance make the host hostile as the host feels 
unable to close down borders fearing international 
approbation. 
 
However, such hostility can rarely translate into 
active repression of refugees as they initially arrive.  
As mentioned earlier, the time when refugees first 
enter the host country, that is when scrutiny of 
behavior (be it the attitude of the host, the refugees or 
the international organizations) is highest as is media 
attention. For poorer countries that are reliant on 
international aid and need to maintain certain 
conditions, the need is greater to, at least, appear 
welcoming so as to impress donors. Such pressures 
constrain the host’s behavior and consequently, lower 
the likelihood of the host to initiate use of force 
against refugees. However, as the rate of inflow falls 
until there are no more new refugees, i.e. after the 
situation has stabilized to a certain degree,  the host is 
likely to become more aggressive because then, 
international focus will switch to some other crisis. 
 
If the number of new refugees per year exceeds 1000, 
the rate is considered high (coded 1). Otherwise, the 
rate is considered low (coded 0).  
 
Factors that affect Camp Militarization 
  
Presence of International Organizations:  
 
This is a dummy variable that takes on 1 if there are 
international organizations active in the refugee 



 

35 

 

protection and repatriation process and 0 if there is 
none. 
 
The presence of international organizations in the 
process of protection, rehabilitation, repatriation, and 
resettlement serves as a signaling tool for the various 
actors involved.   To the host country, for example, 
such a presence indicates that the refugee crises will 
get resolved within a short time-frame, whether in 
terms of repatriation or resettlement.  It also tells the 
host that the burden will be shared, which in turn 
allows the host to be more welcoming that it 
otherwise would have been. Some hosts may even 
find such presence lucrative as it signifies inflow of 
foreign currency and monetary aid. 
 
Aid, however, not only provides monetary help, but 
also has political implications. Aid from international 
organizations given to refugees also feeds militants, 
sustains and protects militants’ dependents, and also 
provides legitimacy to combatants because they have 
the image of having international support. The 
support that Rwandan refugees in Zaire got from the 
international community following the 1994 genocide 
bears testimony to how aid can fuel crises (Bakewell 
2001, Pottier 1996). 
 
Therefore, the presence of international organizations 
may well be a double edged sword. On the one hand, 
it may make host governments more welcoming 
because of the burden-sharing aspect, but on the other 
hand, it may also encourage camp militarization if aid 
is not channeled property (which in itself is costly 
and hence often disregarded) (Vayrynen 2001, Pottier 
1996).  
 
Camp Location 
 
The cost of hosting refugees is partly determined by 
the location of the refugee camps. This variable is 
coded 1 if the location of the camp is urban and 0 if 
rural. 
 
When refugee camps are located near the border of 
the (perceived) sending country, it allows both 
refugees and authorities in the sending country to 
carry out attacks against each other, thereby creating 
a violent scenario. At the same time, it is easy for the 
host ignore border skirmishes as those are generally 
remote area and not very visible (Stein 1986). 
 
If the refugee camps are located in the capital or in an 
urban setting, both refugees and the authorities of the 
host government have their hands tied in terms of 
using force. On the part of the rebels, it is not as easy 
to mobilize and militarize the camps because their 

presence is obvious and hence they are susceptible to 
scrutiny not only by the government forces but also 
by locals residing around them.  From the perspective 
of the authorities, too, using repressive tactics is 
costly. Not only is repression more visible, but can 
escalate quickly due to denser populations, 
increasing the chance of collateral damage as 
civilians get embroiled.  Hence, the high cost of 
repression lowers the probability of using repression 
and the status quo is preferred (Kibreab 1996).  
 
Therefore, violence produced owing to the location 
of refugee  camps is unlikely to be host- initiated, 
although   the relationship it has with the (perceived) 
sending country will determine whether the host will 
or will not allow militarization of refugee camps. 
Once again, state capacity becomes a crucial factor.  
 
Separatist  
 
This variable indicates whether the particular refugee 
group in the host country is a separatist group 
demanding self-determination or sovereignty (coded 
1 if so, 0 otherwise). 
 
If refugee groups have interests towards self-
determination, they are generally more cohesive 
groups with strong ideological bonds. They also 
possess a minimum level of weaponry and expertise 
in (guerilla) warfare. However, the likelihood of 
the groups engaging in anti-host activities is low 
because 1) the host is giving them refuge; and 2) the 
group is more focused on its goals and to engage the 
host is time wasted.    At the same time, the 
proliferation of arms makes the camps militarized. 
Also, the mere possession of arms and weapons 
indicates that if the host is aggressive towards them 
they will be able to fight back. So, although the 
separatist groups are not inclined to actively threaten 
the host, they may inadvertently do so.  
 
Rebel Infiltration   
 
This variable indicates whether rebels have infiltrated 
refugee camps in any form (code 1 if yes, 0 
otherwise). 
 
Rebel infiltration in camps poses a major threat as it 
is the fastest way in which refugee camps can get 
militarized. ‘Refugee-warrior groups’ are “highly 
conscious  refugee communities with a political 
leadership structure and armed sections engaged in 
warfare for a political objective, be it to recapture the 
homeland, change the regime, or secure a separate 
state” (Aristide R. Zolberg & Aguayo 1989). Refugee 
warriors are symptomatic of a political and economic 
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crisis stemming from globalization, wherein the root 
causes of economic inequality and political 
repression have radicalized political 
opponents, prompting them to flee and organize to 
retake their homeland. 
 
In their opinion, external actors such as host countries 
and great powers have supported refugee warriors.  
The existence of a developed international refugee 
regime that can sustain large scale civilian 
populations in exile for years has helped with this 
process. 
 
Howard Adelman, too, draws attention to the 
existence of rebels who are actually warriors, 
although he argues that their emergence can be 
explained by how regional states and the inter- 
national system treated these refugee warriors: 
refugee warriors are the product of failures in the 
management of conflict and the plight of refugees 
themselves. Irrespective of the origins of rebels and 
refugee warriors, the effect they have on stability, 
sustenance, the running of refugee camps, and 
ultimately camp militarization is severe (Adelman 
1997). 
 
However, the effect of rebel infiltration on the host’s 
attitude will vary depending on 1)the host’s capacity 
to thwart rebel activities; 2)the  host’s relationship 
with the sending country; 3)the  host’s perception of 
refugees’ plight;  4)whether the host can use the 

rebels to their own advantage. More specifically, if 
the host feels that it is not strong enough to prevent 
militarization, the host will allow it. If the host has a 
good relationship with the sending country, then too, 
the host will try to prevent militarization if it can. 
However, if the relationship is sour and the host is 
supportive of the refugees or if the host can benefit 
from the rebels, it will allow it camps to be 
militarized. 
 

Empirical Analysis 
 

Refugees can only fight back if they have the 
capability to do so, and their capability is determined 
by militarization. Therefore, if camps are militarized, 
the likelihood of violence is much greater than if it is 
not (in which case, suppression may become the 
norm). 
 
The empirical analysis is performed in two parts as 
two things are required for violence to occur: host 
aggression and camp militarization. Consequently, I 
first study the factors that make host states aggressive 
and then study the factors that influence camp 
militarization. 
 
Since both host aggression and camp militarization, 
the two dependent variables in the study, are binary 
categorical variables, I use the ordinary logit model 
to assess which factors affect the findings in the 
study. 

 
Table 1 

Ordinary Logistic Regression Results with Robust Standard Errors, clustered by Host Country. 

Constant -0.375 
  
GDP per capita 

-(0.98) 
-0.009* 

  
Camp Militarization 

(0.002) 
1.789* 

  
Expected Length of Stay 

(0.655) 
2.084 

  
Rate of Refugee Inflow 

(0.566) 
-1.914* 

  (0.563) 
Alliance with Sending Company 1.052* 
  (0.360) 
Presence of International Organization -1.181 
  (-0.399) 
Dependent variable: Host Aggression; coded as 0 if no aggression, 1 if aggression. 
Number of observations = 155   
Log-likelihood = 196.9143 Standard errors are shown in parentheses. *p<0.05. 
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Likelihood of Host Aggression 
 
Table 1 shows that high expected length of stay 
increases the probability of host aggression with a 
statistical significance of at least 5%. This can be 
attributed to the fact that long stays are indicative of 
high costs to the host due to the burden factor.  
Alliance with the sending country positively impacts 
the probability of host aggression towards refugees. 
Given that the refugees in the data are all fleeing 
from the country of their origin, it is clear that their 
relationship with their governments is poor. 
Therefore, when the host and sending countries have 
good ties, by transitivity, the refugees and the host 
inherit the poor relationship. Hosts are hostile 
towards refugees if the refugees are hostile towards 
the sending state when the host and the sending 
country are allies. 
 
A high rate of inflow negatively affects the 
probability of host aggression. When new refugees 
are entering a country, that period is still seen as the 
‘initial period’, which, as discussed earlier, is a time 
when the host’s hands are tied, and even if the host 
wants to be aggressive, it is unable do so owing to 
audience costs. 
 
Although camp militarization is treated as a symbol 
of counterattacks, it is clearly something

governments know apriori.  It is also something that 
goes into the calculus when the government decides 
whether or not to attack refugees. If camps are 
militarized, governments know they will have the 
ability to retaliate. At the same time, camp 
militarization may induce hosts to be aggressive in a 
bid to stop the proliferation of arms as no host wants 
insecurity resulting from militarization. Not only 
does militarization create a web of insecurity in the 
surrounding areas but reflects badly upon the host 
government. The finding shows that it is the latter 
that is pervasive in South Asia: camp militarization 
raises the chances of the host being aggressive. 
 
 
Table 2 shows the predicted probabilities for different 
combinations of the independent variables. As 
expected, the lowest probability of host aggression is 
yielded when refugee camps are not militarized, 
the expected length of stay of refugees is short, 
and the rate of refugee inflow is low. Interestingly, in 
conjunction with the above, if the host and sending 
countries have good ties and if an international 
organization is present, the probability of host 
fleeing oppressive governments (i.e., they are 
persecuted refugees), and hence good relations with 
the sending country is likely to make the host more 
hostile towards refugees. 
 
 

Table 2 

Predicted Probabilities for Host Aggression* 

Camp 
Militarization 

Expected Length 
of Stay 

Rate of  
Inflow 

Alliance with 
Sending State 

International  
Organization 

Probability of  
Host Aggression 

No No Low No No 0.242 
No No Low No Yes 0.01 
No No Low Yes Yes 0.03 
Yes Yes Low No No 0.659 
Yes Yes High No No 0.22 
Yes Yes High Yes No 0.44 
Yes Yes Low Yes No 0.847 
Yes Yes Low Yes Yes 0.629 
Yes No Low No No 0.19 
Yes Yes High Yes Yes 0.202 
No Yes Low No No 0.089 
No No High Yes No 0.016 
No No High No No 0.005 

*note: GDP per capita held constant at mean.    
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It is also clear that the rate of inflow by itself yields a 
predicted probability of 0.005 which is quite 
negligible. A high rate of inflow combined with a 
good relationship with the sending country increases 
the probability to 0.016. The highest probability of 
host aggression is predicted when camps 
are militarized, the expected length of stay is high, 
the rate of inflow is low, there is an alliance with the 
sending state, and there are no 
international organizations present during the refugee 
crisis (84% chance of host aggression). 
 
 
Camp militarization on its own creates a 19% chance 
of host aggression. This finding indicates that 
militarized camps do no necessary drive host 
behavior. The host’s capability and more importantly, 
its alliance with the sending state will impact the 
host’s attitude towards refugees. As noted earlier, 
camp  militarization, in conjunction with high 
expected length of stay, low rate of inflow, alliance 
with sending state,  and absence of international 
organizations create an 84% predicted probability of 
host aggression. The importance of international 
organizations can be seen when in the above 
scenario, one considers the predicted probability of 

host aggression when international organizations are 
present: the probability changes from 84% to 62.9%. 
Therefore, longer expected stay makes hosts 
aggressive while a high rate of inflow makes the host 
less aggressive. In addition, alliances with the 
sending state make the host more aggressive towards 
refugees. The presence of international organizations 
(such as the UNHCR) has a pacifying effect on host 
aggression.   
 
Likelihood of Camp Militarization 
 
Table 3 provides the preliminary results to assess 
the contributing factors of camp militarization. One 
can see that, in line with the prediction, alliance has a 
pacifying effect on camp militarization. That is, if the 
host and the sending country are allies, the host will 
try to prevent camp militarization because 
militarization is likely to be geared against the 
sending country. Urban location, too, lowers the 
probability of militarization. Separatist groups, 
because they are focused with themselves, have a 
negative impact on militarization.  Their aim is more 
towards national self-determination than towards 
attacking the sending country. Rebel infiltration 
increases the probability of militarization.

 
 

   
 

Table 3 

Ordinary Logistic Regression Results with Robust Standard Errors, clustered by Host Country 

Constant 5.425* 
  
Location 

(1.308) 
-4.717* 

  
Separatist 

(1.139) 
-2.556* 

  (0.733) 
Rebel Infiltration 2.637* 
  (0.655) 
Alliance with Sending Country -3.190* 
  (0.615) 
Presence of International Organizations 0.569 
  (0.517) 
Dependent variable: Camp Militarization; coded as 1 if militarized, 0 otherwise. 
Number of observations = 155  
Log-likelihood = 188  
Standard errors are shown in parentheses. *p < 0.05. 
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The visibility factor in urban locations makes it 
difficult for rebels to operate.  It is their presence that 
makes camps militarized and one may even argue 
that rebel infiltration is a prerequisite for camp 
militarization. 
 
   Counterintuitive is the finding that the presence of 
international organizations increases the predicted 
probability of camp militarization (although the 
coefficient is not statistically significant at any 
reasonable level). However, once one takes 
into account the cases of rebels mingling with 
refugees and channeling aid meant for refugees to 
fund rebel activities and weapons acquisition, one 
can understand how international organizations can 
increase the chances of militarization. 
 
Table 4 provides the relevant predicted probabilities 
of camp militarization. One can see that rebel 
infiltration alone creates a 99% probability of camp 
militarization. This shows that the key step in 
reducing camp militarization is to ensure that rebels 
do not enter in the guise of refugees. The way India 
located Sri Lankan refugee camps far from one 
another in order to isolate the camps and prevent 
contact within them following fears of LTTE 
infiltrations worked to prevent militarization there. 
One can see from the table that by changing the camp 
location from rural to urban, despite rebel infiltration 
reduced the probability of militarization by 4%.  
 
The least chance of militarization is when camps are 
located in urban areas and the host and sending states 
have good relations (probability=0.077), as expected.  
Since the host and sending countries are allies it is in 
the host’s interest to prevent militarization, which 
the host may do by repressing refugees. Given that 
most refugees are persecuted in the region (i.e., 

fleeing persecution), they are anti-sending country. 
Therefore the host uses its capacity to prevent 
militarization in order to protect the sending country. 
 
The inhibiting effects of alliance can be seen when 
comparing the probability of militarization keeping 
the variables location, separatist, rebel infiltration, 
and international organization constant but varying 
the alliance variable.  One can see in table 4 that 
alliance reduces the probability of militarization from 
96% to 53% when there is rebel infiltration. 
In absence of rebel infiltration there is still a 66% 
probability of militarization which falls to 7% when 
the host and the sending countries are allies, which is, 
by any standard, a dramatic fall. The lesson then 
seems to be to send or channel refugees towards 
countries with whom the country of origin has good 
ties.   The problem, however, is that it is difficult to 
assess whether the reduced probability of 
militarization is indicative of refugees being 
repressed (as in the suppression outcome in figure 1) 
in which case, it is not a desirable outcome. 

 
The highest chance of militarization given an urban 
setting occurs when there is rebel infiltration and a 
presence of international organizations but no 
alliance between the two countries (yielding a   98% 
chance of camp militarization). Removing the 
constraint on international organizations lowers that 
chance to 96% although that too is a chance. 
 
 
Therefore, the key drivers seem to be alliance 
between the host and sending countries.  Not only are 
domestic variables such as the location of camps and 
rebel infiltration crucial, but so are international 
factors, such as alliance between countries and 
international organizations.  
 

 
Table 4 

 
Predicted Probabilities for Camp Militarization 

 
Location Separatist Rebel Infiltraiton Alliance Int. Org Pr(Camp Militarization) 

Urban No No Yes No 0.077 
Urban No No No No 0.6607 
Urban No Yes Yes No 0.538 
Urban No Yes No No 0.965 
Rural No Yes No No 0.992 
Urban No Yes No Yes 0.98 
Urban Yes Yes Yes Yes 0.138 
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The Outcome of Violence  
 
As discussed earlier, the outcome of violence 
involves interactions in two stages: the host needs to 
initiate conflict and the refugees need to retaliate. The 
statistical analysis above shows that long expected 
stays of refugees makes hosts aggressive while high 
rate of refugee inflow, makes them less aggressive. 
Rebel infiltration increases the probability of camp 
militarization. Alliances (i.e., good relations)   
between the host and sending countries increase the 
probability of host aggression but lower the 
probability of camp militarization. On the other hand, 
presence of international organizations lowers the 
probability of host aggression but increases the 
probability of camp militarization. 
 
The question that comes up is: what is consequence 
of host aggression and camp militarization? Tying the 
theoretical and empirical analyses together one can 
conjure the follows mechanisms. 
 

• If the host initiates conflict and the refugee 
camps are militarized, violence will follow 
as militarized camps indicate that refugees 
are able to retaliate. 
 

• If the host initiates conflict but the camps 
are not militarized, suppression of the will 
follow, as the refugees will not be able to 
retaliate. 
 

• If the camps are militarized, but the host is 
not aggressive, there will be no violence 
(status quo). 
 

• If the camps are not militarized and the host 
is not aggressive either, there will be no 
violence (status quo). 

  
The status quo, in monetary terms, may seem to be 
the least expensive option at first glance, which leads 
one to ask why hosts are aggressive. However, when 
ideologies, alliances, and the fear that refugees will 
stay forever align, attacking seems to be a smarter 
move on the part of the host, especially if it thinks 
such attacks will initiate repatriation of refugees, 
albeit forced and against the policy of ‘non-
refoulement’ that international organizations request 
of host states. 
 
Although camp militarization by itself will not create 
a conflict scenario with the host, it is still undesirable 
from the host’s perspective as it creates negative 
externalities. Militarization tends to make the camps 
unsafe and also often results in camps turning into 

bases for rebel activities. These may not get refugees 
embroiled in conflict with the host, but it can create 
security issues for the refugees themselves and for 
the sending country.  For example, the Afghan 
refugee camps in Pakistan during the Soviet invasion 
served as a base for the Taliban. Although the 
relationship between the Afghan refugees and the 
Pakistani government were unaffected, the camp area 
was very unsafe and basically a ground for militant 
activities. 
  

Rohingyas in Bangladesh in 
Comparative Perspective 

 
The Rohingyas from Myanmar (Burma) forms the 
largest refugee group and have had severe 
consequences for Bangladesh, both in economic and 
in sociological terms.6 The issue with the Rohingyas 
is intensified by the fact that Myanmar often claims 
that the Rohingyas are actually of Bangladeshi origin, 
rendering the  Rohingyas essentially stateless.  Such 
claims by Myanmar, in turn, serve to antagonize 
Bangladeshi locals living in the camp areas and ignite 
anti-refugee sentiments among Bangladeshis who 
then demand that the refugees be sent back. 
 
Applying the statistical model to this case shows that 
the Rohingyas in the present day have a long 
expected stay as the political situation in Burma is 
almost stagnant. The rate of inflow has reduced to a 
stabilizing level. Burma and Bangladesh have a 
neutral relationship at best, and there have been little 
are no international organizations involved in the 
protection and repatriation process. According to 
the model, a situation like this should have a 65% 
probability of initiating conflict. 
 
The location of the camps is in the border areas 
which are rural and isolated. There are no reports of 
rebel infiltration in the camps either. As mentioned, 
Bangladesh and Burma can hardly be called allies 
and nor are their any international organization to 
oversee the refugee crisis. In such a scenario, the 
model predicts an almost 90% chance of camp 
militarization. 
 
Since the predicted probability of host aggression is 
65% and the predicted probability of camp 
militarization is 90%, the theoretical prediction 
would be sporadic host aggression which is likely to 
escalate into violence as the camps are likely to be 
militarized, thereby indicating that if provoked, 
refugees will be in a position to fight back. Recent 
reports that members of the Rohingya Solidarity 
Organization (RSO), a group for the protection of 
Rohingyas in the Arakan state of Myanmar (much 
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like the Karen Nationalist Unity), have  been 
providing training to Jama’atul Mujahedeen 
Bangladesh  (JMB),  a terrorist group in Bangladesh  
is indicative of the capacity  of the rebels that 
infiltrate the  Rohingya refugee camps. Harkat-ul-
Jihad-al-Islami (Huji) Bangladesh, another outlawed 
Islamist outfit, too, had connections with RSO 
according to a report by Daily Star. Apparently, RSO 
had provided Huji with training in explosives in the 
1980s and 1990s.  “Now executed JMB chief 
Shaekh Abdur Rahman sent them [captured JMB 
men] for the training. In exchange for the firearms 
lessons, JMB trained Rohingyas to improvise and set 
off bombs”, the news report reads 8. What also 
becomes clear from the report is that many of the 
terrorist leaders have been executed in jail or killed 
by the Rapid Action Battalion (RAB), a paramilitary 
force in Bangladesh.  Consequently, further 
information cannot be obtained to verify the claims 
of JMB member Boma Mizan who is the first to 
publicly announce the linkages between RSO and 
JMB. 
 
The RSO for its part denies any involvement with 
terrorists in Bangladesh or elsewhere.  In a public 
statement available online, the RSO claimed that the 
news reports were faulty.  It also read, “Bangladesh is 
our immediate neighbor and one of our main host 
countries.   Part of our ill-fated Rohingyas who had 
been evicted from their home country, Arakan state 
[of] Myanmar, is living in Bangladesh. Entire 
Rohingya communities always express thanks and 
gratitude to all host countries, international 
organizations and individuals which help and 
sympathize our miseries. In this state of indescribable 
condition, no one will commit such a stupidity to act 
against their host”.  However, claims that the 
Rohingyas have terrorist links are not new. When 
resettlement options for Burmese refugees were 
being addressed by the international community a 
few years ago, the Rohingyas were the only Burmese 
group that did not ‘qualify’ for resettlement, arguably 
for their terrorist connections according to unnamed 
UNHCR officers. To the refugees’ defense, some 
argue that they are discriminated because they are 
Muslims. Nevertheless, as far as Bangladesh is 
concerned, captured JMB officials admitted to the 
training provided by RSO in the jungles of 
Chittagong. For the sake of national security, 
Bangladesh cannot ignore the possibility. 
 
The situation in the Rohingya camp follows the 
pattern predicted by the statistical model and the 
theory that ties the two concepts of host aggression 
and camp militarization together. Not only are 
the Rohingya refugees cramped in crowded camps, 

but many are often forcefully repatriated. There have 
been reports of widespread abuses by Bangladeshi 
law enforcement agencies around the camps, which 
include use of force by the military and the guards as 
well as reports of sexual assaults against women. In 
the two official refugee camps of Nayapara and 
Kutupalong, people are routinely punished for 
traveling outside the camp to find food or money and 
often must resort to selling their meager rations to 
corrupt camp officials or outside merchants. 
Authorities refuse to permit permanent structures to 
be built in the camps as a way of encouraging 
refugees to return home.  Children are denied access 
to education.    The provision of health services and 
access to medicines is also limited by the authorities, 
as are work and livelihood opportunities inside the 
camp.  Methods of coercion also include reductions 
in certain basic entitlements, including food, 
withholding of medical services or medicines, forced 
relocation within the camps to poorer housing, 
beatings, and, most commonly, threats of and actual 
jail sentences.  Therefore, the host not only uses 
force, but also denies some of the basic human needs 
to the refugees. 
 
According to Maureen Lynch, Senior Advocate for 
Statelessness Initiatives at Refugees Inter- national, 
the Rohingyas “cannot return to Burma and they 
cannot integrate” (in conversation). In the last five 
years, UNHCR presence has increased in the regions, 
making it beneficial for both Bangladesh (due to 
influx of foreign aid) and for the refugees concerned 
(as minimum protection standards have been put in 
place).  Nevertheless, critics such as the US 
Committee for Refugees and Immigrants have listed 
Bangladesh as one of the worst countries for refugees 
to live. 
 
The questions that come up when trying to put 
into perspective the Rohingya crisis are: how is 
Thailand able to sustain the thousands of refugees 
from Myanmar within its borders, and can 
Bangladesh learning from the Thai experience?  After 
all, both countries are host to refugees from Myanmar 
and both are protracted crises. Neither Bangladesh 
nor Thailand are signatory to the  1951 Refugee 
Convention that sets the rules for refugee protection. 
However, the ethnic diversity of the refugee 
populations play a large role in terms of the attention 
they get from the international community, and that 
affects how the host is able to sustain refugees. 
 
According to Jack Dunford at the Thai-Burma Border 
Consortium (TBBC), the fact that the refugees in 
Thailand are mostly Karen and Karenni who 
are predominantly Christian helped to attract the 
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missionaries and international Christian NGOs to 
reach out, help them, and lobby for aid. At present 
there are close to a hundred NGOs that work on the 
Burmese refugees in Thailand, in addition to 
international organizations such as the UNHCR. It is 
only in the last few years that Bangladesh began to 
receive some aid from the UN to support the camps. 
Even then, international support in Bangladesh pales 
in comparison to that in Thailand, and the key 
difference lies here: the Thai government, due to 
international support, has greater control over its 
camps than does the Bangladeshi government. 
 
In terms of rebel infiltration and militarization of 
camps, there are allegations in both Bangladesh and 
Thailand that rebels are operating inside the 
respective borders according to newspaper re- ports.  
Theoretically, both countries have incentives to allow 
rebels to operate in an attempt to undermine the 
Burmese government, in hope that the fall of the 
Burmese Military would allow the refugees to go 
back to their home country.  However, recent reports 
that rebels from RSO have been training terrorists in 
Bangladesh not only raises security  concerns but  
gives the Bangladeshi government an excuse to 
repatriate the refugees using force. In Thailand, on 
the other hand, there appears to be an implicit 
agreement that the rebels will not interfere with 
Thailand’s domestic problems while the Thai 
government will turn a blind eye towards rebel 
activities.  It is, perhaps, Bangladesh’s inadequate 
military or monetary capacity that makes it unable to 
prevent militarization or dictate any terms. Once 
again, it comes back to the resource discrepancy 
between the two nations that impacts how each can 
deal with rebel groups among refugees. 

 
A common theme in Bangladesh, India, and Pakistan 
seems to be that most refugee crises are protracted 
ones. There seems to be very little in terms of durable 
solutions. Comparing the issue of militarization 
across South Asia, one can see that the problem of 
rebel infiltration and violence had been persistent in 
the Sri Lankan refugee camps in India until the 
Indian government divided the refugees into different 
camps far from one another so that they are unable to 
regroup and engage in rebel activities (essentially 
quelling collective action).  The Afghan refugee 
camps in Pakistan are openly militarized and have 
been so during the Russian occupation as well, thanks 
to American aid and support. Essentially, 
militarization is either a result of host countries and 
donors having vested interests as in the case of 
Pakistan, and limited resources, as in the case of 
Bangladesh.  Thus, in addition to capability it is 

necessary for the host to have the will to prevent 
militarization. 
 
Thailand, also, is in the midst of a protracted 
refugee crisis.  However, it has been able to 
successfully negotiate a durable solution whereby 
Thailand does not have to be a part it: resettlement. 
During the Khmer refugee problem, Thailand had 
made it clear that it was unwilling to host refugees 
for long periods of time. Their stance remains 
unchanged. In fact, very recently Thailand set adrift a 
boat full of Rohingya refugees paying no heed to the 
human casualty that would inevitably result. 
Although such incidents did invoke international 
rebuke, it also served to show the international 
community that they have to do something about the 
refugees in Thailand. The United States, at present, is 
the largest recipient of Burmese refugees. None of 
the countries of the sub-continent have been able to 
negotiate a resolution like this. In fact, there is 
pressure on the Bangladeshi government from 
international actors to allow refugees to integrate 
within local communities.  The question is, will 
Bangladesh be able to stand strong?  Bangladesh has 
no real capability to provide refugees with any form 
of access and providing the Rohingyas citizenship 
will be an unpopular move especially in light of 
their terrorist links. These terrorist links are also the 
reason why countries such as the United States will 
not agree to a resettlement program, according to an 
anonymous source at the UNHCR. 
 
Three factors emerge as crucial: international 
support, will of the host, and capability of the host.  
In the South Asian context, it is the capability factor 
that first and foremost drives down the ability to 
bring about any significant change in the refugee 
regime. International support can bolster the host 
countries’ efforts to minimize violence, but it 
can also be strategic and geared towards increased 
militarization, as suggested by the statistical analysis 
and also seen from the case of Afghan refugees in 
Pakistan. The ad hoc basis in which refugees are 
treated is largely due to the fact that none of the 
South Asian countries have any clear policy as to 
how to deal with refugees. A unified regional 
approach to refugee protection will help tone down 
the strategic forms of support and create a more 
accountable system to provide services to refugees. 
To what extend each country will be interested to do 
so, however, is debatable. 
 

Conclusion 
 

This paper suggests that the initiation of conflict by a 
host state is a necessary condition for violence. In 
order to assess whether refugees retaliate, the 
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likelihood of camp militarization is predicted 
following the argument that militarization will make 
weapons and arms available to refugees with whom 
they can fight back. This indirect mechanism 
prevents problems of endogeneity, i.e., assessing 
whether a specific attack was the initial one or one in 
retaliation. Since militarization directly affects 
the ability of refugees to use force, and has very little 
impact on the host’s decision to use force (as shown 
in the statistical analysis), studying the probability of 
host aggression and refugee- camp militarization 
shows the proclivity towards violence.  Host 
aggression by itself either leads to suppression of 
refugees or to a situation where there is very little 
violence. Camp militarization by itself may not create 
a conflict situation with the host, but it will create 
instability and a web of insecurity in the host 
country.  The case study of Bangladesh and its 
interaction with the two refugee groups there fits well 
within the above context. 
 
One can see that if the host and sending countries are 
allies, the likelihood of militarization of refugee 
camps is low, given the host’s state capacity.  If the 
expected length of stay of refugees is high, the host is 
aggressive, whereas, if the rate of inflow of refugees 
is high, the host less aggressive. 
 
In addition, the findings show that alliances, i.e.  
Good relationships between host and sending 
countries, positively affects host aggression but 
reduce the probability of camp militarization. Since 
alliances are  generally seen as having pacifying 
effects in the international relations literature in the 
context of wars and interventions, the finding  that 
ties between sending and host countries makes the 
host aggressive may  seem contradictory (Keohane & 
Nye 2000, Keohane & Nye 1988, Keohane  1984, 
Walt 1990). However, when considering the fact that 
the refugees in this study are antagonistic towards 
their own government, it becomes clear that a host 
that has a good relationship with that sending country 
will not be very sympathetic towards the refugees. 
 
The expected length of stay emerges as one of the 
major reasons that lead the host to be aggressive.  
This finding calls for an international understanding 
that refugee crises need to be resolved quickly. There 
also needs to be coherent and universally accepted 
refugee policies that all countries abide by. Host 
governments also need to be given incentives to 
welcome the refugees and help them. As it stands in 
the present day, the incidence of the refugee-burden 
falls squarely on the governments of the developing 
world, as developing countries make up almost 95% 
of the countries of first asylum. An effective cost-

sharing mechanism would, thus, prevent host states 
from evicting refugees and/or using repressive tactics 
against them. 
 
From this paper, it might seem that camp 
militarization does not affect the host very much. One 
needs to note, however, that this finding is 
based upon a very specific definition of violence 
which only includes conflict between the host 
and the refugees. It does not take into account the 
safety of camps, security of the refugees, and the high 
chance of aggression towards the sending country, 
factors that are crucial in creating other forms of 
violence. Therefore, from an objective perspective, 
hosts would rarely want their refugee camps 
militarized. However, many countries are unable to 
prevent it because they do not have the necessary 
capacity to do so. 
 
The findings show that the effect of international 
organizations varies by host and refugee groups. 
While the presence of an international organization in 
refugee crises lowers the probability of host 
aggression, it increases the probability of camp 
militarization.  This finding indicates that although 
international organizations are able to shape and 
influence governments, the money it provides can 
often unintentionally support rebel activities. If 
international organizations are given the authority to 
carry arms as a protection measure, perhaps they can 
control militarization as well. The pacifying effect of 
international organizations is quite encouraging, 
more so, because none of the three countries ratified 
the 1951 UN Convention that sets out the rules for 
refugee protection. 
 
The contribution of this paper is not limited to the 
newly constructed dataset.  This paper shed light on 
one of the most destabilizing elements in the present 
world, namely refugee crises and camp militarization. 
The results are not only theoretically interesting for 
the advancement of knowledge, but also have policy 
implications that would interest governments and aid 
organizations alike. Arguably, the finding is specific 
to the South Asia region. Even if that may be the 
case, this paper can explain conflict mechanism in 
one of the most violent-prone regions of the world. 
 
In conclusion, this paper calls for the need for good 
relations among states and the importance of 
preventing protracted refugee crises in order to lower 
the incidence of violence. The empirical analyses 
show that urban camps are less prone to conflict, 
perhaps owing to the visibility factor. On the other 
hand, rebel infiltration is a key problem because it 
encourages camp militarization. Moreover, refugees 
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are able to spread violence over countries through 
sheer mobility. If we are to address security issues 
worldwide, the plight of the refugees and the factors 
that produce violence locally need to be taken into 
account. Therefore, this analysis shows the 
importance of accounting for domestic as well as 
international factors when addressing violent 
behavior of host states. 
 
Coming back to the point of Bangladesh, several 
issues emerge. Bangladesh, first of all, needs to adopt 
a cogent refugee policy that would indicate a time-
frame within which refugees coming in need to be 
repatriated. At present, refugee policy is framed on 
an ad-hoc basis, which arguably, is the reason why 
protracted situations arise in the first place. The high 
expected length of stay is one of the major factors 
that induce host-initiated repression, and hence, a 
credible time-line needs to be drawn before refugees 
enter the borders. For proper implementation, the 
time frames would need to be agreed upon with 
neighboring countries with a credibly body, such as 
the UN, overseeing the agreement. Developing 
regional initiatives and ties to deal with such issues 
amicably would also work. Especially in light of 
recent events where the Rohingyas are being linked 
to fundamentalist terrorist groups, a regional 
initiative is almost imperative. 
 
Refugee camps that are situated near the border are 
not only easy targets   by the sending country, but are 
also susceptible to militarization as it is also simple 
for rebels to cross-over and disguise as  refugees.  
The situation with the Rohingyas serves as an 
example as the Rohingya Solidarity Organization 
(RSO) seems to have infiltrated the refugee camps. 
 
Bangladesh is a poor country and does not have the 
necessary military capability to quash militarization. 
Using inconsistent repressive tactics, given how 
resource-starved Bangladesh is, is likely to be 
counter-productive, more so when refugees have high 
cohesion and are able to garner weapons.  As a result, 
refugee policies created need to include steps 
whereby militarization can be prevented in the first 
place. First and foremost, the army can be used to 
demilitarize refugees as they enter the country.   
Border patrol can be strengthened to ensure that 
weapons are not transferred. Security check points 
can be set up for security measures as well. Steps 
could also include separating the real refugees from 
rebels and combatants when they first arrive, and 
making communication between them close to 
impossible. Since the influx of Rohingyas seems to 
be almost an ongoing phenomenon, Bangladesh will 
gain significantly from some policy adjustments. 
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Abstract 
 
This paper reviews the availability and suitability of nonwood fibers for papermaking in Bangladesh and analyzes 
the economic, developmental and environmental implications of using jute for this purpose. It summarizes the 
literature on the availability and suitability of nonwood fibers for papermaking and then analyzes the economic 
viability of this process in Bangladesh by comparing the costs of jute pulp with those of imported paper pulp. It then 
summarizes broader economic and environmental aspects of using jute for papermaking in Bangladesh. Bangladesh 
is facing an acute shortage of fibrous raw materials for the production of pulp and paper while the demand for paper 
and paper products is increasing day by day. On the other hand, Bangladesh has a huge amount of unused jute fiber, 
which is highly suitable for papermaking in the country. It also finds that jute is economically viable for 
papermaking in Bangladesh and would contribute to Bangladesh’s urgently needed economic diversification. It 
finally shows that there are no intrinsically negative implications on the environment from using jute for 
papermaking in Bangladesh. In short, using jute for papermaking constitutes a win-win solution for the country. 
 

Introduction 

 
Papermaking (defined as being made of pulped 
cellulose) was invented from nonwood materials in 
China almost 2000 years ago. Textile rags, cereal 
straw, reeds, grasses, and sugar cane bagasse have 
been used in pulping and papermaking ever since, 
especially in Asia. The invention of industrial 
printing in the 15th century implied a rapid increase in 
demand for paper. Yet, it was not until 400 years 
later, that the use of wood to make pulp had been 
invented in Germany by Friedrich Gottlob Keller in 
1840. The annual production of paper from wood 
pulp has grown since to a multi-billion dollar 
industry, concentrated mostly in a few industrialized 
countries. Today, about 90 percent of all pulps are 
being produced from wood. 

 
As Figure 1 shows, the global production of paper 
and board increased—with two exceptions (1975 and 
1982)—continuously over the last few decades from 
125 million tons in 1970 to 365 million tons in 2006.1 
It is projected that the market for paper and paper 
board will continue to grow globally at 2.3 percent 
per year until 2030,2 with particularly sharp increases 
in developing countries (due to increases in 
population, literacy rates, and quality of life)  and a 
slight decline in the most advanced industrialized 
countries (due to advances in electronic 
communication). 

The continued growth in paper consumption as well 
as the emergence of bio-fuel will lead to an increased 
demand for wood; creating additional pressure on the 
world’s diminishing forest resources. Some efforts at 
the national and international levels are ongoing to 
find suitable substitutes, commonly called nonwoods. 
Some of these nonwoods are already used for 
papermaking, accounting for about 10 percent of the 
world’s pulp production. Most nonwood pulp is 
produced from wheat straw in China and India. These 
two countries account for about 80 percent of the 
total nonwood pulp production.  Pande (1998) 
provides a useful table with information on non-wood 
paper fibers in the 18 countries that account for 
nearly 98 percent of world supply of non-wood 
paper. Atchison (1995) showed that during the early 
1990s, China produced 86.9 percent of its paper pulp 
from nonwood plant fibers, while at least 47 
countries in the world produced some nonwood plant 
fiber pulp, with some of them producing 100 percent 
of their pulp and some 10 countries more than 50 
percent of their pulp from nonwood plant fibers. Over 
the last three decades, the share of nonwoods for 
papermaking has also increased considerably in 
India. As the President of the Indian Paper 
Manufacturers’ Association, Vederah (2006) has 
shown, the share of nonwoods has increased in the 
Indian paper industry from 9 percent in 1970 to 31 
percent in 2000. Other nonwood fibers have been 
identified and used, but have not reached yet efficient 
industrial production levels. 
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Source: FAO-STAT Forestry Database (http://www.fao.org/corp/statistics/en/) 

 
 
 

 
Source: FAO-STAT Forestry Database (http://www.fao.org/corp/statistics/en/) 

 
Bangladesh is facing an acute shortage of fibrous raw 
materials for its pulp and paper industry. On the other 
hand, the demand for paper and paper products is 
increasing day by day in Bangladesh. Following this 
introduction, this paper provides an overview of 
Bangladesh’s paper industry in the next section, 
followed by a summary of the availability and 
suitability of jute and other nonwood fibers for 
papermaking in Bangladesh (section III). The 
economic feasibility of using jute pulp for 
papermaking in Bangladesh is then analyzed in 
Section IV, followed by some developmental and 
environmental implications, discussed respectively in 
Sections V and VI, before Section VII provides some 
concluding remarks. 

Overview of the Bangladesh paper industry 
 

As Figure 2 shows, Bangladesh’s consumption of 
paper and paperboard has been slightly more volatile 
than consumption at the global level shown in Figure 
1, but still shows a clearly increasing trend. In 
Bangladesh, the paper industry uses mostly bamboo 
and mixed hardwood.  Both of these raw materials 
come from Bangladesh’s forests,3 though the supply 
of these raw materials could not keep up with the 
growing demand for paper in Bangladesh. Hence, as 
shown in Figure 3, beginning in the mid-1980s, 
Bangladesh has imported increasing amounts of pulp 
and paper. Today, Bangladesh imports about 250 
thousand tons of paper and paperboard a year, which 
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Source: FAO-STAT Forestry Database (http://www.fao.org/corp/statistics/en/) 

 

costs Bangladesh about US$300 million a year. 
 
With increasing imports, the domestic production of 
paper and paperboard has decreased drastically in 
Bangladesh. Today, Bangladesh produces less than 
20 percent of its paper and paperboard consumption. 
As documented by FAO (2002), Bangladesh’s 
capacity to produce paper and paperboard has 
remained constant at 121,000 tons during 1997-2001, 
which implies that Bangladesh’s paper mills are 
producing paper and paperboard at only half of their 
capacities. Though Bangladesh continues to export 
some paper and paperboard, the current amounts 
exported are so small (about 100 tons a year) that 
they do not even show up in Figure 3. In practical 
terms, the export of paper and paperboard from 
Bangladesh has ceased in 1992. 
 
According to Saha et al. (1997, p. 165) these 
developments are mostly due to the increasing 
shortages of wood fiber in Bangladesh: “The 
government sector pulp and paper mills are highly 
dependent on forest based fiber resources and private 
sector paper and board mills depend on imported 
pulps. Uneven distribution of fiber resources has 
limited the raw material availability of the pulp and 
paper mills. Shortage of raw materials, irregular 
procurements, and low installed capacity are the main 
reasons for low paper production.” Gupta (1999) has  
 

pointed out that the Bangladeshi paper industry is 
also grappling with a number of other challenges, like 
natural disasters, out-dated equipment, and a shortage 
of investment capital. On the other hand, it should not 
be overseen that these developments in Bangladesh’s 
paper industry were influenced by falling paper 
prices at the global level, resulting from an 
oversupply of paper and paperboard that built up at 
the global level mostly during the 1990s. In any case, 
these changes in the Bangladeshi and global paper 
industry had (and continue to have) considerable 
economic implications for Bangladesh, especially in 
terms of losses of employment. 

 
Availability and suitability of nonwood fibers in 

Bangladesh 

As shown in Tables 1 and 2 below, nonwood fibers 
available and suitable for papermaking in Bangladesh 
are jute, straw, golpata fronds, dhanicha, bagasse, 
corn stalks, cotton stalks, and kash. While the 
following paragraphs of this section are non-technical 
summaries of details and references provided in 
Jahan et al. (2009), the important point is that it is 
often the case in papermaking that more than one 
type (or grade) of pulp is used to develop paper sheet 
properties necessary for both machine runnability and 
end user’s requirement. In many paper grades, long
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Table 1 
 

Current Production, Yields, and some Chemical/Morphological Characteristics of Nonwoods in Bangladesh 
 

Plant Current 
Production 

(thousands of 
tons) 

Annual fiber 
yield 

(tons/hectare) 

Annual pulp 
yield 

(tons/hectare) 

Fiber 
length 
(mm) 

Fiber 
diameter 

(mm) 

Ash 
(percent) 

Jute 963 15 7 2.5 20 0.5-2.0 
Rice straw 34,020 3 1.2 1 - 3.5 n.a. n.a. 
Wheat straw 25.8 4 1.9 1.4 13 4.5-9.0 
Golpata fronds 60 n.a. n.a. 1.73 10 7.0 
Dhanicha 50 15-18 7-9 n.a. n.a. n.a. 
Bagasse 700 9 4.2 1.7 20 1.5-5.0 
Corn stalks 128 8-10 3.2-4.3 1.0-1.5 18 6.0-6.9 
Cotton stalks 36 8-10 3.5-4.3 1.3 20-30 3.1 
Kash 20 7-9 (est.) 2-4 (est.) 1.52 16 3.9 

Source: Compiled by authors based on information provided in Jahan et al. (2009) 
 
 

Table 2 
 

Pulping Properties of Nonwood Raw Materials (Physical properties at oSR 35-45) 
 
Nonwood Pulp yield, 

% 
Kappa 

number 
Breaking 
length, m 

Burst index 
kPa.m2/g 

Tear index 
mN.m2/g 

Initial 
oSR 

Bamboo 45.9 24.6 5,511 4.9 18.1 12 
Jute fiber 64.9 18.7 8,393 7.6 15.2 12-15 
Whole jute plant 55.6 30.3 7,336 7 9.8 15-17 
Rice straw 38.8 13.6 6,590 3.8 6.7 n.a. 
Wheat straw 46.7 16 8,680 3.9 5.79 28 
Bagasse 50.5 13.3 5,600 3.6 6.8 n.a. 
Golpata fronds 37.2 27.2 7,228 4.5 11.6 45 
Dhanicha 43.3 29 9,745 7 9.8 15 
Corn stalks 50.5 23.4 7,307 5.1 4.7 23 
Cotton stalks 44.5 33 5,500 5.4 7.1 15 
Kash 57.9 20 5,536 3.2 6.5 23 

Source: Compiled by authors based on information provided in Jahan et al. (2009) 

 
 
fiber from softwood bleached kraft pulp is used in 
combination with short fiber from hardwood 
bleached kraft pulp. In this combination, the long 
fiber component provides the strength (especially tear 
resistance) to the paper sheet, while the short fiber 
helps to improve the functional properties of paper, 
such as sheet smoothness and formation. With 
regards to nonwood fibers, jute fiber provides long 
fiber furnish, where cotton stalks, corn stalks, straw 
and other nonwood fibers provide short fiber furnish. 
Especially the combination of jute and cotton fibers 

is highly suitable for papermaking. 
 
Jute 

Jute (Corchorus capsularis/olitorius) is abundantly 
grown in Bangladesh, amounting currently to about 1 
million tons a year, and constitutes nearly 40 percent 
of the world’s jute production. Jute has a long 
historical role in the socioeconomic development of 
Bangladesh. Once, jute was known as the golden 
fiber of Bangladesh. It provided considerable 
employment opportunities to the country’s work 



 

50 
 

force as well as foreign currency. For example, based 
on annual data provided in the Bangladesh Bank’s 
Economic Trends, exports of jute and jute-products 
accounted for 73 percent of Bangladesh’s total 
exports during 1975-1979. Over the last two decades, 
the traditional uses of jute have—due to the 
emergence of synthetic fibers—declined drastically. 
Today, jute and jute products amount to less than 5 
percent of Bangladesh’s total exports. Jute fiber, 
which is coming from the bark of the jute plant, 
produces pulp of good quality pulp with a yield 
above 60 percent. If instead of jute fiber the whole 
jute plant (stick and bark) is used in pulping, pulp 
yield is about 45-55 percent. As shown in more 
details in Jahan et al. (2009), the pulping properties 
differ between pulp made from jute fiber and pulp 
made from the whole jute plant. Yet, as shown in the 
literature,4 there are by now various processes and 
techniques which make jute highly suitable for 
papermaking. 
 
Straw  

As mentioned, wheat straw is a major source of pulp 
for paper production in some Asian countries. The 
average yield of straw is 1.3-1.4 kg per kg of grain. 
In North America and Europe, nearly 300 million 
tons of wheat straw are produced yearly and used for 
a variety of agricultural purposes, though not for 
papermaking. In Bangladesh, the availability of 
wheat straw is currently very limited (about 26,000 
tons/year). On the other hand, rice straw is 
abundantly available in Bangladesh (though it is used 
extensively as animal food), amounting to about 34 
million tons annually. While the very limited amount 
of wheat straw Bangladesh has is suitable for some 
papermaking, the high silica content (amounting to 9-
14 percent) in Bangladesh’s abundant rice straw 
currently prohibits its economic use as pulping raw 
material. The silica causes problems in the recovery 
of chemicals used in the pulping process. Other 
shortcomings with the use of all kinds of straw for 
pulp are the higher water retention capacity of straw, 
the lower yield per ton of raw material compared to 
wood, and the low bulk density of straw. It is 
generally accepted that fibers such as straw are 
currently not optimal to be used on a 100 percent 
basis for paper manufacturing, as their poor 
drainability and low tearing strength make it 
necessary to add a certain amount of long fibers from 
other sources. 
 
Golpata Fronds 

Golpata (Nypa fruticans) is a regal palm that grows 
abundantly in monotypic stands along the banks of 
the numerous rivers and canals that bisect the dense 

mangrove forests of the Sundarban. Every December 
to May, thousands of bawalis (traditional forest 
users) collect an average of 60,000 tons of golpata 
fronds (palm leaves) from throughout the Sundarban 
reserve forest. This number, however, could be a 
fraction of the actual amount harvested. While the 
pulp yield of golpata fronds is very low, the chemical 
and morphological properties of golpata fronds are 
comparable to some common nonwood and 
hardwood raw materials. The anatomical properties 
showed that the vascular bundles in golpata fronds 
are very low. The observed fiber length of 1.73 mm 
is a little bit shorter than the length of softwood fiber, 
though longer than that of hardwood fiber.  
 
Dhaincha 

Dhaincha (Sesbania aculeate / Fussbnia rostata) is a 
jute-like crop of which some species are known for 
their large showy flowers. It grows throughout 
Bangladesh, especially in the sandy region, where it 
protects land from erosion. It also fixes nitrogen to 
the soil and is therefore a very useful annual plant for 
Bangladesh’s agricultural system. It is cultivated 
during the monsoon season almost throughout 
Bangladesh It is an ideal green manure crop as it is 
quick-growing, succulent, easily decomposable with 
low moisture requirements and produces maximum 
amount of organic matter and nitrogen in the soil. 
The plant is extremely fast growing and can produce 
yields in excess of 20 bone dry tons per hectare 
during its short life. It has presently no industrial use, 
though it is occasionally used for the production of 
rope. The chemical and morphological properties of 
dhaincha favor it as pulping raw material. The higher 
slender ratio of dhaincha fiber produces pulp of better 
tear strength than the other similar fiber length raw 
material. The pulp yield (42-44 percent) and most 
papermaking properties of dhaincha pulp are similar 
to hardwood. Unbleached dhaincha pulp is highly 
suitable for packing paper. 
 
Bagasse 

Bagasse is the outer stalk of sugar cane, a by-product 
of sugar mills. About 0.7 million tons of bagasse are 
produced in Bangladesh annually. Sugar mills in 
Bangladesh use bagasse as fuel for steam generation. 
Therefore, sugar mills consume almost all bagasse. 
Pith is the main problem for bagasse pulping as it 
creates problems during pulp washing, clogging in 
machine wire, etc. Adequate removal of pith is 
essential to produce a satisfactory pulp and to avoid 
wastage of chemicals. De-pithing is possible with 
dry, moist or wet bagasse. The strength of bagasse 
pulp is slightly lower than that of hardwood pulp. 
Bagasse pulps are generally smooth and soft. Bagasse 
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has been used in many grades where local factors 
limit the availability of better pulp. Paper grades in 
which bagasse have proven to be particularly suitable 
include writing, printing, tissue grades, corrugating 
medium and newsprint. 
 
Corn Stalks 

Bangladesh produces 64,000 tons of corn a year, 
which is estimated to come with about 128,000 tons 
of corn stalks. The chemical and morphological 
characteristics of corn stalks are comparable to 
hardwood species. Corn stalks are easier to delignify 
than wood. Corn stalks also require lower 
temperatures for pulping. The pulp yield is about 50 
percent and the papermaking properties are with 
exception of tear strength very good.  
 
Cotton Stalks 

Cotton stalks need to be removed after the collection 
of cotton. They have besides some very limited use 
as fuel in some rural areas no use and are considered 
to be agricultural waste. The chemical and 
morphological properties of cotton stalks are 
comparable to hardwoods. Anatomically, cotton 
stalks are similar to hardwood. The pulp yield is 
about 40-45 percent and the papermaking properties 
are acceptable for some papermaking.  
 
Kash 

Kash (Saccharum spontaneum), which is the 
Bangladeshi term of what is called Kan in India, 
grows in the wet and sandy lands of Bangladesh and 
some parts of India. It is currently used in a limited 
extent as fencing in rural areas. Its production may 
increase to a few folds if proper planning is taken. 
Pulp yield from kash is very high and its 
papermaking properties are comparable to that of 
tropical hardwood. Kash pulp provides very good 
bleachability and is suitable for newsprint.  
 

Economic Viability 

Availability and suitability do not necessarily 
guarantee the economic viability of nonwoods for 
papermaking in Bangladesh. For example, there was 
one bagasse-based pulp mill in Bangladesh that was 
shut down recently due to an increase in energy 
prices and the cheaper supply of other fibrous raw 
materials like imported pulp. The current use of 
bagasse for energy generation within the sugar mills 
make it less likely to be economically feasible for 
papermaking, unless cheaper energy sources can be 
found for the sugar mills. On the other hand, there are 
some nonwood fibers in Bangladesh that are 
currently non-valued agricultural waste. For example, 

despite negative environmental implications, most of 
the cotton stalks are typically burnt in the field to 
minimize removal costs of the non-valued cotton 
stalks. Beyond the clear-cut cases of bagasse (which 
is not economically viable) and cotton stalks (which 
are economically viable), most other available and 
suitable nonwood fibers have some uses beyond 
being used for pulp and therefore require a cost/price 
comparison to decide on their economic viability of 
being used for pulp. The following paragraphs 
provide such an analysis for jute. 
 
As Figure 4 shows, the price of jute has fallen from 
2000 to 2008, indicating a continued reduction in the 
demand for jute. There have been various efforts to 
find new uses for jute, especially in the textile sector 
that have however not yet resulted in an increase in 
demand for jute sufficiently large to compensate for 
the continued decline in the demand for jute from 
more traditional uses, including especially jute 
carpets. On the other hand, the price of paper from 
2000 to 2008 (also shown in Figure 4) shows a 
clearly positive trend since 2002, largely due to the 
increase in demand for paper in Bangladesh and the 
global level. The difference in price trends between 
jute and paper support the economic rational to use 
pulp made from jute for papermaking. 
 
The price trends shown in Figure 4 are useful to get 
some indication on the economic scarcity of a good 
over time but are not sufficient to determine if jute is 
an economically viable input for papermaking. We 
therefore compare the prices paid for imported pulp 
with the costs of domestically produced jute pulp. 
The prices for various imported pulps, shown in 
Figure 5, have been calculated by dividing the values 
of pulp imported into Bangladesh by the quantity of 
pulp imported. The price of domestically produced 
jute pulp has been estimated by dividing the actual 
average producer prices of jute in Bangladesh by the 
average pulp yield ratio for whole jute (0.50). Taking 
volatility of prices into account, we average these 
values from 2004 (which is the first year Bangladesh 
imported a significant amount of nonwood pulp) until 
2007 (which is the last year for which such data is 
available). It turns out that the average raw material 
price for pulp produced from domestic jute would 
have been US$320 per ton of jute pulp, which 
looking at Figure 5 is marginally below the average 
price paid for imported mechanical wood pulp ($323) 
and significantly below the prices paid for the other 
kinds of imported pulp. Indeed, it is less than half the 
price that Bangladesh paid for imported non-wood 
fiber pulp. This simple price comparison indicates 
that domestically produced jute pulp is economically 
viable for papermaking. 
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Source: Calculations by authors based on FAOSTAT, updated by Paperloop and WorldJute.com 

 
 

 
Source: Calculations by authors based on FAOSTAT. 

 
Furthermore, given that in the presence of 
externalities, economic prices may not reflect the true 
values of goods to society, other considerations will 
need to be taken into account. For example, the wood 
that comes from cutting down forests in countries 
that have huge reserves of forests may be priced 
cheaper in market values than some nonwood fibers 
available in Bangladesh, but would obviously not 
make sense when taking environmental aspects into 
account. Indeed, as the Paper Task Force (1996, p. 
15) has pointed out: “Non-wood plants may provide 
an additional source of fiber to papermakers, and 
thus, reduce the harvesting of trees from natural 
forests or the conversion of natural forests into tree 
plantations.” 
   

Some Developmental Implications 

The developmental implications for Bangladesh from 
not only producing its own paper but also using its 
abundantly available resources like jute for paper-
pulp would be significant and complex. The 
following paragraphs discuss some of the more 
obvious economic implications in terms of 
Bangladesh’s trade balance, Bangladesh’s 
employment, and Bangladesh’s economic 
diversification. While it is obvious that the economic 
impacts (like for example increased employment) 
would then have subsequent implications on income 
generation, living standards, poverty reduction, and 
human    development,   they   would   due   to    their  
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dynamics require a much more careful impact 
assessment than can be provided here. 
 
The most obvious impact of using domestically 
available jute pulp for papermaking in Bangladesh 
instead of importing pulp and paper would be on 
Bangladesh’s import bill. Given that Bangladesh 
currently imports about US$40 million of pulp and 
US$170 million in paper and paper products a year,5 
the domestic production of paper using domestic 
inputs would reduce the import bill by US$210 
million a year. In relative terms, it would lower 
imports by slightly more than 2 percent, and hence, 
improve Bangladesh’s trade balance by about 2 
percentage points. These estimates do not take into 
account that jute pulp could be exported, hence, 
further improving the trade balance. On the other 
hand, these estimates do not take into account that 
there would be a considerable increase in imports of 
paper machinery as well as some increase in imports 
due to increased income increases, which have 
negative impacts on the trade balance. Yet, it is clear 
that the overall impact on Bangladesh’s trade balance 
would be significantly positive. 
 
The other important economic impact of using 
domestic jute pulp for papermaking in Bangladesh is 
with regard to the generation of jobs in Bangladesh. 
Bangladesh has a huge pool of underemployed 
people, most of whom would be available for formal 
jobs. Instead of importing pulp and paper in the 
amount of currently about US$210 million a year, the 
domestic production of Bangladesh’s imported pulp 
and paper could create about 100,000 jobs in 
agriculture and industry.6 This estimate of 100,000 
jobs does not include the indirect employment that 
would be generated due to the construction of new 
paper mills and the subsequent employment that 
would be generated due to increased income and 
consumption. 
 
Another important consideration is Bangladesh’s 
urgent need to diversify its economy. The ready-
made garments (RMG) industry, which started in the 
early 1980s, has become Bangladesh’s most 
dominant sector. This is also reflected in 
Bangladesh’s highly concentrated exports. As Raihan 
(2007, p. 16) has pointed out, “while export earnings 
from the RMG sector were as low as US$32 million 
in 1983/84, they increased to a staggering figure of 
around US$8 billion in 2006. Similarly, the share of 
RMG exports in total exports, which was merely 
around 4 percent in the early 1980s, is now around 75 
percent.” The lack of more diversified exports is not 
only an impediment to growth and development (see 
United Nations Economic and Social Commission for 

Asia and the Pacific (2004)), the high export 
concentration implies also a high risk for Bangladesh. 
As Raihan (2007) has pointed out, any negative 
shock to the RMG sector will have a profound impact 
on the economy and the human development status, 
including the gender development status of the 
country. Indeed, the current economic crisis is 
estimated to have significant implications on 
developing countries’ exports. For example, the 
World Bank (2009) has estimated that in Cambodia, 
which has like Bangladesh its only significant export 
industry in garments, has lost 30,000 jobs in the 
garment industry due to the current economic crisis. 
For a useful overview of Asia’s manufacturing 
sector, see Felipe and Estrada (2008). 
 
While it is clear that the first-round impacts of using 
domestic jute pulp for papermaking in Bangladesh 
have unambiguously positive implications for 
Bangladesh’s economy, one important question is the 
impact on Bangladesh’s long-term development 
strategy. There are views that moving into an 
agriculturally-based industrialization, as the 
papermaking from domestic jute clearly is, might be 
a step backwards and therefore not serve 
Bangladesh’s long-term goal of becoming a modern 
economy. Indeed, there is a growing popular view 
that information technology could be Bangladesh’s 
superhighway to prosperity (see Yunus, 2000) and 
that anything related to using jute is basking in old 
days of jute’s glory that have passed. While there is 
no doubt that a greater focus on information 
technology would be beneficial to Bangladesh, this 
does not imply that the country cannot also benefit, 
both in the short-run and in the long-run, from using 
domestic jute pulp for papermaking. Furthermore, 
using information technology to build up a 
competitive paper industry based on domestic jute 
would be an important step forward towards 
Bangladesh’s urgently needed economic 
diversification. 
 
Finally, given that land is scarce in Bangladesh, 
issues related to alternative uses of land and their 
distributional implications will need to be taken into 
considerations. For example, growing jute (for paper) 
instead of rice (for food) would have negative 
implications on already high food prices, benefitting 
food producers but hurting food consumers. While 
this is currently not a major concern as Bangladesh 
has currently a large abundance of jute, the long-term 
implications of increased jute demand on food 
production would need further investigation. There is 
some indication that with the majority of 
Bangladesh’s poor concentrated in rural areas, the 
overall impact of using jute for papermaking in 
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Bangladesh and the possible competition between 
growing jute and food would benefit the rural 
population and therefore contribute overall to poverty 
reduction in Bangladesh, but here again, a more 
detailed analysis of the distributional implications 
would be needed. 
 

Environmental Implications 

Little information is available to compare the 
environmental releases associated with nonwood and 
wood pulping. Many existing nonwood pulping 
operations, both in the developing world (for 
commercial paper applications) and the developed 
world (for specialty paper applications), are 
technologically outdated. Because of their small 
scale, most of these mills use chemical pulping 
processes without chemical recovery, a practice, 
which is both economically and environmentally 
inefficient. Therefore, black liquor is either treated 
before discharge or transported to wood-based pulp 
mills for recovery. Based on their fiber properties, 
using nonwood fibers instead of wood chips may 
offer opportunities to reduce the magnitude of 
environmental releases generated by the pulping 
process. There also is some common misconception 
with regards to environmental standards of 
Bangladeshi paper mills. As Hartman et al. (1997, p. 
26) have stated: “Clean production [of paper] is not 
uncommon, even in very poor countries such as 
Bangladesh.” 

 
Another question that has been raised is on the 
technical feasibility of nonwood pulp recyclability. In 
general, nonwood fibers are as recyclable as wood 
fibers (see Garg and Singh, 2004). The strength of 
pulp made from recovered fibers determines its 
usefulness. Fiber length as well as fiber bonding 
ability determines pulp strength. Recovered fibers on 
average are shorter than virgin fibers and lose 
strength with each reuse cycle (Jahan, 2003). For 
nonwood fibers that are generally shorter than wood 
fibers (such as wheat straw), issues such as slow 
drainage and low strength are a problem both in 
virgin production and recovered fiber paper 
production. On the other hand, nonwood fibers with 
greater fiber length can be used to compensate for 
losses in pulp strength from recycling. Depending on 
the strength of the nonwood fiber, more or less virgin 
pulp has to be added to the deinked pulp to produce 
high quality recycled paper. 
 

Conclusion 
 
Based on the above examination, we come to the 
conclusion that substituting wood pulp with jute pulp 

in papermaking implies a win-win solution for 
Bangladesh. Jute is not only abundantly available in 
Bangladesh, it is—based on its chemical and 
morphological characteristics—also highly suitable 
for papermaking. We have also shown that 
papermaking from jute would be economically viable 
and contribute positively to Bangladesh’s urgently 
needed economic diversification as well as to poverty 
reduction. Furthermore, there are no intrinsically 
negative implications on the environment from using 
jute for papermaking in Bangladesh. Finally, in 
addition to physical, chemical, economic and 
environmental issues, we also need to take 
institutional issues into account. For example, though 
jute has been successfully tried as a raw material for 
pulp and paper in Bangladesh, China, India, Thailand 
and the United States, the global paper industry has 
been reacting very slowly in adopting it as a new 
pulping resource. Hence, there is an additional role 
for policy to encourage through price and non-price 
instruments the use of jute for papermaking in 
Bangladesh and other countries. 
 

Endnotes 
 

1. In this paper, ton and tons refer always to metric 
ton and metric tons (i.e., containing 1000 kg). 

 
2. Organization for Economic Co-operation and 

Development (OECD) (2008), p. 401. 
 
3. Presently, about 38,000 acres of forest are 

allocated and used for Bangladesh’s pulp and 
paper industry. Most of these forests are 
occupied by tribal peoples, who traditionally 
apply a slash and burn (jhoom) cultivation, 
destroying huge amounts of forest, aggravating 
the increasing shortage of wood in Bangladesh. 

 

4. See Akhtaruzzaman and Shafi (1995), Gupta et 
al. (1998), Hurter (2001), Jahan and Farouqui 
(2005), Jahan, et al. (2007), Jahan et al. (2008), 
Kulkarni (1999), Lutfar and Rahman (2008), and 
Nahar (1987). 

 
5. Estimation by authors based on 2000-2004 data 

provided in the International Trade Centre 
(UNCTAD/WTO) Database as of December 12, 
2008 (www.intracen.org/tradstat/sitc3-
3d/ir050.htm) on imports of pulp and paper. 

 
6. This is the authors’ estimate based on the 

following consideration. Given that the 
Bangladeshi pulp and paper industry employed 
more than 15,000 people towards the end of the 
millennium (see Gupta, 1999, p. 93) but 
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produced less than 20 percent of the domestic 
consumption of pulp and paper (see Figure 3), 
the domestic production of all of Bangladesh’s 
pulp and paper consumption would have implied 
the employment of an additional 60,000 people 
solely in Bangladesh’s pulp and paper industry 
in 1999. Taking the growth in Bangladesh’s pulp 
and paper consumption from 1999 to 2009 into 
account (which amounts to about 40 percent, see 
Figure 3), the potential new jobs from the 
domestic production of all of Bangladesh’s pulp 
and paper consumption in 2009 would amount to 
84,000 jobs. Another 16,000 jobs are estimated 
to be created in Bangladesh’s jute sector due to 
the increased demand for Bangladeshi jute pulp. 

 
References 

 
Akhtaruzzaman, A. F. M. & Shafi, M. (1995). 
Pulping of Jute”, Tappi, 78, (2, February), 106-109. 
 
Atchison, J. E. (1995). Twenty-Five Years of Global 
Progress in Non-Wood Plant Fibre Pulping -- 
Historical Highlights, Present Status and Future 
Prospects. In: Tappi Proceedings of the 1995 Pulping 
Conference (Atlanta, GA, USA: Tappi Press), Book 
1, 91-101; Summary available at: 
http://www.tappi.org/s_tappi/doc_bookstore.asp?CID
=5488&DID=522120.  
 
Felipe, J. & Estrada, G. (2008). Benchmarking 
developing Asia's manufacturing sector. International 
Journal of Development Issues, 7 (2), 97-119. 
 
Food and Agricultural Organization (FAO) (2002) 
Pulp and Paper Capacities Survey 1996-2001 
(Rome, Italy: Food and Agricultural Organization 
(FAO)); available at: http://www.fao.org/docrep/ 
w5622t/w5622t0b. 
 
Garg, M. & Singh, S. P. (2004). Recycling Potential 
of Bagasse and Wheat Straw Pulps, Tappi Journal,  3 
(9), 25-31. 
 
Gupta, H. K., Shivhare, P., Roy, T. K. & Mohindru, 
V. K. (1998). Whole Jute: A Promising Raw Material 
for the Production of Pulps for Different Grades of 
Paper and Newsprint. Paper presented at the 
Proceedings of the 1998 TAPPI Pulping Conference, 
held in Montreal, Canada (October 25-29). 
 
Gupta, R. C. (1999). A report on the Bangladesh Pulp 
and Paper Industry. Tappi Journal, 82 (3), 93-97. 
Hartman, R. S., Huq, M. & Wheeler, D. (1997). Why 

Paper Mills Clean Up – Determinants of Pollution 
Abatement in Four Asian Countries. Washington, 
DC, USA: World Bank, Policy Research Working 
Paper, No. 1710 (January). 
 
Hurter, R. W. (2001). Nonwood Plant Fiber Uses in 
Papermaking (Ottawa, Ontario, Canada: 
HurterConsult Inc.); available at: 
www.hurterconsult.com/nonwood_uses.htm. 
 
Jahan, M. S. (2003). Changes of Paper Properties of 
Non-wood Pulp on Recycling, Tappi Journal, 2 (7), 
9-12. 
 
Jahan, M. S., Chowdhury, D. A. N., Islam, M. K. & 
Islam, M. S. (2007). Organic Acid Pulping of Jute 
and Its Mechanism. Cellulose Chemistry and 
Technology, 41 (3), 137-147. 
 
Jahan, M. S. and Farouqui, F. I. (2005). Pulping of 
Retted Jute Fiber (C. capsularies) by Soda-additive 
Processes. Cellulose Chemistry and Technology, 39 
(3-4), 225-236. 
 
Jahan, M. S., Gunter, B. G. & Rahman A. F. M. A. 
(2009). Substituting Wood with Nonwood Fibers in 
Papermaking: A Win-Win Solution for Bangladesh. 
Falls Church, VA, USA: Bangladesh Development 
Research Center, Bangladesh Development Research 
Working Paper Series, No. 4 (January). 
 
Jahan, M. S., Kanna, G. H., Mun, S. P. & 
Chowdhury, D. A. N. (2008). Variations in Chemical 
Characteristics and Pulpability within Jute Plant 
(Chorcorus capsularis). Industrial Crops and 
Products, 28 (2), 199-205. 
 
Kulkarni, A. G. (1999). Jute for High-Value Pulp: 
Laboratory and Pilot Plant Studies. Paper presented 
at the Workshop on Prospects for the Pulp and Paper 
Industry in China (April). 
 
Lutfar, L. B. and Rahman, M. S. (2008). 
Technologies for Creating Improved Value-added 
Jute Products with Emphasis on Pulp and Paper. 
Presentation made at the International Symposium on 
“Jute and Allied Fibres Production, Utilisation and 
Marketing”, held at the Bhasha Bhavan, National 
Library in Kolkata, India (9-12. January); available 
at: http://www.jute.org/news.htm.  
 
Nahar N. (1987). Studies on the Carbohydrates on 
Jute and Pigeon Pea (Uppsala, Sweden: Swedish 
University of Agricultural Science, Ph.D. 



 

56 
 

Dissertation). 
 
Organisation for Economic Co-operation and 
Development (OECD) (2008) OECD Environmental 
Outlook 2030 (Paris, France: OECD). 
 
Pande, H. (1998). Non-wood Fibre and Global Fibre 
Supply”, Unasylva -- An International Journal of the 
Forestry and Food Industries, No. 193; available at: 
http://www.fao.org/docrep/W7990E/w7990e00.HTM 
 
Paper Task Force (1996). Non-Wood Plant Fibers as 
Alternative Fiber Sources for Papermaking (White 
Paper 13) (Washington, DC, USA: Environmental 
Defense Fund, July); available at: 
http://www.edf.org/documents/1634_WP13.pdf.  
 
Raihan, S. (2007). ATC expiry and implications for 
human development: A comparative analysis of 
results from four Asian LDCs”, in: Raihan, S. et al. 
(eds.) Export Diversification for Human 
Development in the Post-ATC Era: Perspectives from 
Asian LDCs (Colombo, Sri Lanka: Asia-Pacific 
Trade and Investment Initiative (APTII) and UNDP 
Regional Centre in Colombo), pp. 15-37; available at: 
www.undprcc.lk/ext/aptii_export_diversification_200
7/Export_Diversification.PDF.  
 
Saha, N., Kawata, I. & Furukawa, Y. (1997). 
Alternative fiber resources for pulp and paper 

industry of Bangladesh: Why and what? Journal of 
Forest Research, 2 (3), 165-170. 
 
United Nations Economic and Social Commission for 
Asia and the Pacific (UNESCAP) (2004). Export 
diversification and economic growth: the experience 
of selected least developed countries (New York, 
USA: United Nations). 
 
Vederah, R. R. (2006). The Role of India, 
Presentation made at the 47th Session of the FAO 
Advisory Committee on Paper and Wood Products in 
Rome (6. June); published in: Food and Agricultural 
Organisation (FAO) (ed.) Proceedings -- FAO 
Advisory Committee on Paper and Wood Products – 
Forty-seventh session (Rome, Italy: Food and 
Agricultural Organisation (FAO)); available at: 
http://www.fao.org/docrep/009/j8386e/j8386e07.htm. 
 
World Bank (2009). Crisis Reveals Growing Finance 
Gaps for Developing Countries. Washington, DC: 
World Bank, News and Broadcast of March 8, 2009; 
available at: http://go.worldbank.org/U05NMJJNZ0.  
 
Yunus, M. (2000). Information Technology Can be 
Bangladesh’s Superhighway to Prosperity.  Journal 
of Bangladesh Studies, 2 (2), 1-5; available at:          
www.bdiusa.org/ 
Publications/JBS/Volumes/Volume2/jbs2.2-1.pdf. 

 
 

 

 

Bernhard G. Gunter, Ph.D. 
Economics Department 
American University 
4400 Mass. Ave. NW  
Washington, DC 20016-8029; and 
Bangladesh Development Research Center  
(BDRC), 2508 Fowler Street  
Falls Church, VA 22046-2012 
E-mail: president@bangladeshstudies.org 
 

Md. Sarwar Jahan, Ph.D. 
Pulp and Paper Research Division 
Bangladesh Council of Scientific &  
Industrial Research (BCSIR) Laboratories 
Dr. Qudrat-i-Khuda Road 
Dhaka 1205, Bangladesh 
E-mail: sarwar2065@yahoo.co.uk 
 

A. F. M. Ataur Rahman, Ph.D. 
Department of Economics 
North South University (NSU) 
Dhaka 1229, Bangladesh 
E-mail: ataur@northsouth.edu 
 


	jbs12.2-cover
	jbs12.2-insidecover
	jbs12.2-tabofcont
	ARTICLES
	Reflections on Governance and Development Nurul Islam   1
	Districts:  Exploring Development Possibilities
	The Dynamics of Refugee-Related Violence in  Navine Murshid 30

	jbs12.2-editorial
	jbs12.2-1
	jbs12.2-2
	Salim Rashid
	The monetary value of travel time loss per year is approximately 65.62 million taka per year (See Appendix I). With the total construction cost of Taka 40 million for two stretches of 1.3 kilometers each, plus land acquisition cost of Take 10 million,...
	Conclusion

	Endnotes
	References
	Salim Rashid

	jbs12.2-3
	jbs12.2-4
	jbs12.2-5
	Papermaking from Jute:
	A Win-Win Solution for Bangladesh
	Bernhard G. Gunter
	M. Sarwar Jahan
	A. F. M. Ataur Rahman
	Abstract

	Jute
	Jute (Corchorus capsularis/olitorius) is abundantly grown in Bangladesh, amounting currently to about 1 million tons a year, and constitutes nearly 40 percent of the world’s jute production. Jute has a long historical role in the socioeconomic develop...
	Straw



