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Bangladesh has been experiencing a spate of hartals 
(street agitation) recently, bringing, for successive 
days, all productive life of the nation to a standstill.  
This legacy from the dying days of the British Raj 
has remained a part and parcel of life in Bangladesh, 
although its tenor has changed greatly, generating 
much heat and angst but no light, hope or salvation. 
On the one hand, rock-throwing, pedestrian-
terrorizing, car-vandalizing, bus-burning, and 
economy-busting “protestors” rampage through the 
nation’s thoroughfares, bent on destruction without a 
clue about the implications of their senseless acts. In 
its wake, property is willfully destroyed. The daily 
laborer and his family go hungry. The suffering of 
the afflicted is heightened. All delivery of services, 
including educational, jurisprudential, travel, and 
emergency needs, are disrupted.  Uncounted national 
hours of productivity are lost. Exporters lose markets 
and credibility. Investors lose faith and withdraw. 
Sane and capable people, exasperated by the 
uncertainty, look for recourse and a peaceful life in 
distant lands.  Even innocent and unwary lives are 
lost. The litany is long and painful.  
 
On the other hand, the party in power stands steadfast 
in its uncompromising stance on issues highly 
pertinent to the citizenry. Often it will engage in 
repressive measures to still the voices of opposition 
instead of giving them the opportunity to make their 
case. With little room for negotiation and 
compromise and with the need for the Opposition to 
assert itself, hartals have unfortunately become a 
powerful symbol of political disagreement. And 
while the losses and hardship keep mounting for the 
citizens, politicians, both pro- and anti-government 
continue to show their true colors in callous 
disregard. 
 
A case in point is the recent abolishment of the 
Caretaker system of holding elections, which, by the 
way, is not perfect as the last Caretaker government 
has shown. Yet, given the extreme mistrust that exists 
between the present government and those aspiring to 
take over the reins, how the government can insure 
free and fair elections remains a valid question. 
Before abolishing the Caretaker system, the 
government could have assembled the cognoscenti to 
devise an alternative mechanism that would garner 
the confidence of those opposed to its removal. 
Surely, something viable could have emerged. But 
that did not happen; in the tussle between power and 
reason, power prevailed. The anticipated waves of 

hartals followed and promise to continue ad 
nauseum.  
 
Not all demands of the Opposition, however, are in 
the public interest. But, given the destructive power 
of hartals, are there other alternatives? One obvious 
answer is the Parliament where the Opposition is 
expected to show up and vigorously debate its views 
through a constitutional process. But that process 
does not seem to function well, with the Opposition 
taking to the streets to contest every issue. According 
to some, the Parliament has often been a venue to 
drown out the minority voice and to exercise the 
might of the majority, instead of adopting a path of 
rational exchange to find common ground.  Lessons 
from the advanced nations suggest that the 
Parliament “is” where the nation ought to work out 
differences of opinions and perspectives and 
strengthen democratic values and norms. Bangladesh, 
since its birth, has been stuck with the word “ought.”   
 
With a dysfunctional Parliament, a second alternative 
is to pursue non-violent and constitutionally 
permitted protests and demonstration to bring 
attention to national issues. This would hopefully 
eliminate the use of unnecessary and excessive force 
by the law enforcers.  Historically, however, even 
non-violent movements have been aggressively 
broken up by those in power to subdue voices of 
discontent.  Admittedly, the line between violent and 
non-violent hartals remains thin and controversial. 
 
The idea of dialogue and non-violent protest remains 
least sought among politicians.  This raises questions. 
Are Bangladeshis by nature violence-prone, resolving 
discord with power? Does lack of, or inadequate, 
education stunt the development of finer faculties to 
resolve differences in amicable ways? Do multiple 
solutions create cognitive challenges that politicians 
are unable to process, thereby turning to “my way or 
the highway” attitude? Or is the ideological divide so 
great that it is impossible to bridge. The cognitive, 
social and psychological foundations that perpetuate 
hartals in Bangladesh have not been investigated.  
 
Then, of course, there are the economic, legal and 
moral dimensions: For example what are the 
substantive costs and benefits of hartals?  The litany 
of losses are real and tangible. Yet, when a party in 
power is uncooperative and intransigent, how else is 
a democratic process to evolve?  In other words, 
should hartals be an essential part of citizens' rights  
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that support and strengthen democratic norms? Is it a 
democratic privilege that ought to have legal status?  
And if so, what are the circumstances in which they 
would have a moral and/or legal footing? Questions 
such as these remain unanswered. It is a time for 
deeper intellectual discourse, a time for careful 
analysis, so that the psychological, social, economic, 
political, legal and moral dimensions of hartals are 
better understood to deal with the phenomenon more 
effectively. I hope JBS will soon receive and publish 
insightful research on the subject. 
 
In this issue, we present several interesting articles. 
Salimul Haque and Golam Rabbani revisit the 
climate change issue with its purported calamitous 
effects on Bangladesh. Already its effects are being 
felt on communities, ecosystems, and infrastructure.  
Excessive rainfall during the monsoons, droughts in 
the northern regions, lack of safe drinking water, 
effects on hygiene and sanitation are all real threats. 
Citing the World Bank, the authors indicate that in 
about two decades sea levels will rise substantially to 
engulf large tracts of the Sunderbans. A greater rise 
in sea levels will destroy significant portions of 
productive land through salt water inundation. The 
authors outline what is being done by the Ministry of 
Environment and Forests. Major among them are 
programs that focus on food security, disaster 
management, infrastructure, research, mitigation and 
low carbon development, capacity building, and 
institutional development. Despite Bangladesh’s pro-
active stance on these matters, the authors end on a 
not-so-reassuring note: that we do not have all the 
answers. This calls for the country’s academic and 
research institutions to devote more time to this 
evolving phenomenon or face the consequences in 
not too distant a future. 
 
Fatema R. Jahan’s paper ties into the climate change 
issue through the phenomenon of Monga, a period of 
famine, prevalent in the northern regions of 
Bangladesh. The author contends that it is not a 
seasonal occurrence as previously believed; rather, it 
exists throughout the year, requiring a different set of 
mitigation policies. In particular, the author finds that 
women and female-headed households suffer the 
most, and they have developed various coping 
mechanisms that could be shared more widely. A set 
of policy recommendations are also offered for the 
government to adopt yearlong. 
 
Mohammad Muaz Jalil examines Bangladesh’s long-
run relationship between imports and exports. 
Employing an econometric technique of co-
integration, the author finds that Bangladesh’s past 
macroeconomic policies in stabilizing trade balances 
were, overall, effective. In particular, policy shifts 

encouraging export promotion rather import 
substitution stimulated economic growth that the 
country continues to enjoy. Interestingly, however, 
Bangladesh’s narrow base of exports makes it 
vulnerable to a changing demographic, technological 
and competitive environment. This matter needs 
deeper investigation in subsequent studies. 
 
M. Mahmudul Alam and M. Abu Rashed explore the 
idea of introducing a Non-Resident Infrastructure 
Fund to attract investments from the non-resident 
community that had grown substantially to about 
4.55 million in 2006. In 2009, these non-residents 
sent remittance back home to the tune of $10.7 
billion. Studies have shown that such remittances are 
mostly spent in non-productive expenditures.  The 
design of the fund is, thus, intended as a better 
investment opportunity for the NRBs. At the same 
time it will help develop the country’s infrastructure 
that needs a heavy infusion of investments to serve as 
an engine of growth for the economy. 
 
Sadiq Ahmed provides well-argued insights into the 
Bangladesh FY2012 Budget, backed by data from the 
Ministry of Finance. With an emphasis on 
infrastructure, agriculture and human development, 
and consistent with the Sixth Plan, the budget 
envisages increased public investment spending.  
Ahmed warns, however, that unless domestic price 
adjustments address energy subsidies, the tax 
structure and tax administration are improved, public 
expenditure management is strengthened, foreign 
financing is mobilized, and domestic debt 
management strategy is enhanced the bold budget 
could experience strong headwinds. 
 
In this issue we also offer reviews of two books 
written by Rehman Sobhan and Masihur Rahman.  
Rehman Sobhan has engaged himself in 
Bangladesh’s development problems and prospects 
since the birth of the nation in 1971. His experiences, 
observations, and insights are thus thought-provoking 
and invaluable. Masihur Rahman, presently the 
Economic Adviser to the Prime Minister, is a 
practitioner-scholar who combines administrative 
experience with a scholarly bent; his book promises 
rich insights as well. Both reviewers are serious 
scholars themselves, being engaged with various 
issues relevant to Bangladesh’s development. Their 
incisive and philosophical reflections are by 
themselves intellectually perceptive and stimulating. 
 
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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Climate Change and Bangladesh: Policy and Institutional  
Development to Reduce Vulnerability 

 
Saleemul Huq  

and 
Golam Rabbani 

 
Abstract  

 
Bangladesh is predicted to be adversely affected by climate change and climate variability. A number of climate 
induced hazards are already affecting many people especially in the coastal zone, low-lying areas and north-west 
part of the country. The government has taken a number of policy and institutional initiatives to adapt to the impacts 
of climate change. About 300 Million USD have been allocated for three years (June 2009-June 2012) to implement 
adaptation and mitigation actions recommended by Bangladesh Climate Change Strategy and Action Plan 
(BCCSAP). A Climate Change Unit (CCU) has also been established to strengthen coordination and management of 
the government funded adaptation and mitigation projects.  Balanced climate investment and adaptation measures 
need to be ensured so that the most vulnerable groups are better protected.  

 
Introduction 

 
Bangladesh with a population of over 150 million is 
facing a number of challenges including 
environmental hazards, socio-political conflicts, 
development crisis, and effects of climate change.  
Climate change and its associated hazards, including 
variations in temperature and rainfall, increased 
intensity of flood, drought, cyclone and storm surge, 
and salinity intrusion are already affecting  
communities, ecosystems and infrastructure of the 
country. The impacts and vulnerabilities of such 
climate induced hazards are greater in Bangladesh 
and may be due to its geophysical location, 
hydrological influence of the monsoons  and regional 
water flow patterns, low-level resilience of the 
affected people in terms of technical and financial 
capacity, and lack of proper arrangement and 
implementation of policy and institutions to address 
the challenges (Rahman et al., 2007). The country 
gets  too much water during the monsoons, causing 
floods, and too little water in the dry season. This 
situation may be aggravated by the warm climate, 
resulting in increasing and recurrent floods and 
severe droughts. It has also been predicted that by 
2030 and 2050 the sea level will rise at least by 30 
and 50 cm respectively (World Bank, 2000). This 
may cause serious environmental, social and 
economic crisis in the country. The report shows that 
a 25 centimeter rise in sea level  may cause a loss of  
40 percent of the Sundarbans, while a rise above 60 
cms  may make it disappear, i.e., the entire 
Sundarbans may be submerged (Hare, W., 2003). 
Further, for a 1m sea level rise, a large portion of the 
productive land  of the country  might be  inundated 
in salt water (Rahman et al., 2007).   

 
To address the impact of climate change, the 
government of Bangladesh has adopted a number of 
policy and institutional initiatives including 
preparation of the National Adaptation Programs of 
Action (NAPA) in 2005 and Bangladesh Climate 
Change Strategy and Action Plan in 2009, 
establishment of the Climate Change Unit, creation 
of the Climate Trust Fund, and some high level 
committees with specific functions to facilitate the 
adaptation actions. The government is also playing a 
vital role in global climate negotiation processes by 
raising its voice for the country, the LDCs, and also 
as a member of G-77 and China. The Civil Society 
Organizations (CSOs)/Non-Government Organi-
zations (NGOs), private sectors and development 
partners are also playing their respective role to deal 
with the impact of climate change in Bangladesh.  
 

Climate Change Elements: Sensitivity and 
Vulnerability 

 
In Bangladesh, the temperature is predicted to 
increase by 0.7ºC in monsoon and 1.3º C increases in 
winter (World Bank, 2000). The recent report 
indicates that the temperature is generally increasing 
in the monsoon (June, July and August) while the 
average winter (December, January and February) 
maximum and minimum temperatures show 
respectively a decreasing and an increasing trend 
(Rahman and Alam, 2003). Increased temperature 
especially during pre-monsoon (March-April-May) is 
a major concern as expressed in different community 
consultation in the recent past in the coastal zone.  
  
The total rainfall doesn’t significantly change over 
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the long-term period but there is erratic behavior 
being observed in different locations of the country. 
For example, an analysis shows an increasing trend 
of annual rainfall in Satkhira during 1950-2006 while 
it was a decreasing trend for the period  1950-1980 
(Rimi et al., 2011). In addition, rainfall during 
monsoon and post monsoon was found to be on an 
increasing trend while it was on a decreasing trend 
during pre-monsoon and winter. In some locations, 
especially in northern districts and central part of the 
country, there is a  slight decreasing trend over the 
last thirty years while in the coastal zone it is on a 
slight increasing pattern as mentioned above. But all 
parts of the country face erratic behavior of rainfall 
that includes early rainfall, late rainfall, and excessive 
rainfall in short bursts      
 
The geographical shape of the country’s coast 
possibly makes it more vulnerable to recurrent 
cyclones and storm surges.  The coast of the country 
was affected by at least two super cyclone (greater 
than 220 km/hour) and 19 very severe cyclones (119-
220 km/hour) in the last 40 years. It is now evident 
that both the frequency and intensity of cyclonic 
events along the Bay of Bengal reflects an increasing 
trend over the years.  
 
Salt water is also intruding into fresh water and 
increasing the level of salinity in many coastal 
districts (southern part of the country) including 
Patuakhali, Pirojpur, Satkhira, Bhola, Khulna, Feni 
and Noakhali (Islam, 2004). These are affecting 
agricultural production and supply of clean water for 
domestic, industrial, agricultural and also business 
purposes. Saline water intrusion remains one of the 
major physical effects of climate change in future for 
the coast of the country. Cyclone Sidr affected at 
least 6,000 ponds with saline water in the coastal 
zone in 2007 (Rabbani et al., 2010).   
 
The north-western districts of the country usually 
face drought almost every year during (March-April-
May). Some of the coastal districts also suffer from 
drought problems. The severity of drought may 
increase in future under changing scenario of the 
climate system.  
 
The flood and water-logging due to excessive rainfall 
often affect the communities and ecosystems. The 
recent floods in 1998, 2004 and 2007 affected most 
of the districts. In future, the increased snow melt 
from the Himalayan permafrost due to increase in 
temperature may force more water to flow through 
the Ganges, Meghna, and Brahmaputra river systems 

and their river networks  resulting in additional 
flooding extending over the central flood plain of 
Bangladesh (Rahman et al., 2007). However, 
increased floods due to climate change may affect 
large areas with high incidences and casualties in the 
country.  
 
On the matter of Sea Level Rise (SLR),  the World 
Bank report states that the country would face 30 cm 
and 50 cm SLR in 2030 and 2050 respectively 
(World Bank, 2000). A recent report shows that there 
is a trend of increasing sea level rise at Hiron Point 
near Sundarbans by 5.3 mm/year during 1977 to 2002 
(CEGIS, 2006). Some of the other stations along the 
Bangladesh coastline also show increasing trend of 
SLR. The low lying coastal lands might be gradually 
inundated affecting all agricultural activities, water 
supply and sanitation system, infrastructure, etc. 
unless these are protected from SLR.  
 
Climate change and associated hazards are also 
affecting the production of crops especially rice. 
Lack of water for irrigation during pre-monsoon is 
already limiting the production of High Yielding 
Variety rice which accounts for about 36% of the 
total rice production (Ahmed and Roy, 2007). A 
recent estimation denotes that the country may lose 
0.2 Mt of crops for saline intrusion in a moderate 
climate scenario but it might  more than double in a 
severe climate scenario (Huq and Ayers, 2008).  
Water related hazards including flood, cyclone and 
storm surge, and salinity in surface and ground water 
are also affecting the communities. Safe drinking 
water, proper sanitation and hygiene practices remain 
a challenge for many people especially in the coastal 
zones and charland areas of the country. Human 
health may be severely affected (directly and 
indirectly) under  changing conditions.  
 

Policy and Institutional Arrangements:  
Addressing Vulnerability of Climate Change 

 
National Level 
 
The Government of Bangladesh through the Ministry 
of Environment and Forests (MoEF) has taken a 
number of policy and institutional decisions to 
address climate change and climate variability issues 
in Bangladesh.  The following sections provide a 
brief description and synthesis of policy and 
institutional aspects at the national level in relation to 
climate change. 
  
Policy and Institutions 
 
The MoEF has taken the lead on discussing, planning 
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and developing policy and programs on climate 
change issues in the government system. It is also 
responsible for taking the climate change issue 
forward at the global level as operational focal point 
of the United Nations Framework Convention on 
Climate Change (UNFCCC) and Global Environment 
Facility (GEF). The major responsibilities for MoEF 
remains preparation of national communication, 
formulation of adaptation programs, providing 
approval of CDM projects, leading international 
negotiations, facilitating mainstreaming climate 
change at sectoral level, etc. The MoEF has made 
substantial progress in developing some policy and 
institutional instruments to reduce impacts of climate 
change. These mainly include development of 
National Adaptation Programs of Action (NAPA), 
Bangladesh Climate Change Strategy and Action 
Plan (BCCSAP), establishing Climate Change Unit 
(CCU) under the MoEF, and a Climate Trust Fund.  
 
Figure 1 illustrates how the MoEF is acting on 
climate change and adaptation with the line ministries 
and civil society organizations through its Climate 
Change Unit and the Department of Environment to 
implement projects and programs under NAPA and 
BCCSAP at the community level. The CCU is 
currently supporting adaptation actions under Climate 
Trust Fund (CTF) which is being guided by a Trustee 
Board and a Technical Committee. The government 
has also initiated another window namely Bangladesh 
Climate Resilience Fund (BCRF) for supporting 
actions to address climate change.  
 
A number of high level committees were also formed 
to have a close look at the planning and 
implementation process of  adaptation actions in the 
country. The committees include Interministerial 
Committee on climate change headed by the state 
minister, MoEF and All Party Parliamentary 
Committee on Environment and Climate Change 
headed by a senior member of the Parliament.  
 
The following sections provide more details on some 
of the key instruments: 
 
Climate Change Unit (CCU) 
 
The government officially launched the “Climate 
Change Unit” under the Ministry of Environment and 
Forests (MoEF) in June 2010.  The main 
responsibilities of CCU will be to manage the climate

related funds of the government. The unit will be 
equipped with 9 senior officers and 33 general staff. 
Some national level experts will also be recruited as 
advisors to strengthen the unit and make it more 
functional. The government is also establishing 
similar type of units in all relevant ministries to plan 
and implement the projects to address climate 
change. The CCU initially received 20.5 million BDT 
(over 0.8 million USD) to institutionalize itself and 
implement immediate projects in the next two years. 
 
National Adaptation Programs of Action (NAPA) 
 
The MoEF in association with relevant line agencies, 
e.g. Bangladesh Agriculture Research Council 
(BARC), and leading civil society organizations, e.g. 
Bangladesh Centre for Advanced Studies (BCAS), 
prepared the development of National Adaptation 
Programs of Actions (NAPA) as a response to the 
decision of the Seventh Session of the Conference of 
the Parties (COP7) of the UNFCCC. NAPA 
identified fifteen immediate actions to adapt to 
floods, salinity intrusion, and droughts as most 
damaging effects of climate change. It also 
determines the coastal population at the highest risk 
of climate change and suggested a number of 
measures to avoid such risks and vulnerabilities.  
 
Bangladesh Climate Change Strategy and Action 
Plan (BCCSAP) 
 
Bangladesh Climate Change Strategy and Action 
Plan (BCCSAP) is the latest policy document of the 
government to address both adaptation and mitigation 
for the current decade (until 2018). It was developed 
in 2009 which suggests 10 years action measures to 
face the challenges and changing conditions. It 
recognizes all the climate induced hazards including 
flood, drought, SLR, salinity intrusion, cyclone and 
storm surge variations in temperature and rainfall  
and their associated impacts on different sectors. 
BCCSAP identified a set of activities/measures under 
six major themes 

 
i.  Food security, social protection and health  
ii. Comprehensive Disaster Management  
iii. Infrastructure  
iv. Research and knowledge management 
v.  mitigation and low carbon development and  
vi. Capacity building and institutional 

strengthening 
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BCCSAP is currently being implemented by the 
government relevant agencies and civil society 
organizations with support from CTF. The CCU 
already provided about 50 million USD under 
CTF to support the implementation of 34 
projects (initial phase) in different vulnerable 
areas. About 70% of the total investment (until 
October 2010) was to go to adaptation actions 
and the rest to mitigation and low carbon 
development. Many projects are in the process of 
approval, especially the proposed projects of 
NGOs/CSOs. An estimation of current 
adaptation investment (50 million USD, October 
2010) under CTF shows that the highest 
investment (44 %) goes to coastal zones. The 
drought prone area gets the lowest amount for 
adaptation activities (Fig 2). The “others” 
category (e.g. institutions and capacity building) 
received 28% of the current total. On the sectoral 
distribution, the investment is the highest for 
infrastructure (31%) followed by water sector 
(20%) (please see Fig 3). Agriculture sector 

received only 7% while forestry got 13% of the 
total initial investment. 
 
Climate Change Fund 
 
The Government of Bangladesh has allocated a 
specific budget to address climate change 
impacts in the country. In 2008/2009, the total 
allocation was 100 million USD under CTF for  
adaptation and mitigation actions on the ground. 
It is to be noted that another 100 million has 
been added with initial allocation 2010/2011 for 
implementation of BCCSAP. In addition, the 
country recently established a Bangladesh 
Climate Change Resilience Fund (BCCRF) with 
contribution from development partners/donor 
countries to implement the projects and 
programs. The BCCRF was created with an 
amount of 110.2 million USD, supported by UK 
($ 86.6 million), Sweden ($ 11.5 million), 
Denmark ($ 1.6 million) and European Union ($ 
11.5 million), in early June 2010. This fund will 
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Fig 2. Adaptation and mitigation Investment (CTF-50 million) in different 
ecosystems in Bangladesh (Oct 2010)
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Fig 3. Adaptation and mitigation nvestment (CTF-50 Million) in different Sector 
(Oct 2010)
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be managed and implemented by the government and 
technical support will be provided by the World Bank 
to ensure that the requirements are met in the 
implementation process.  A governing council and a 
management committee chaired by the government 
will be the apex bodies to manage the fund. However, 
representatives of the line ministries, development 
partners and civil society will be included in both the 
council and management committee. It is reported 
that 66 percent of the fund will be spent to implement 
activities under BCCSAP while 34 percent will be 
deposited in the bank to face crisis. A policy titled 
“Climate Change Trust Fund Policy” has been 
developed by the Cabinet as part of an integrated plan 
to face disaster due to climate change in the country.  
 
In addition, Climate Change Trust Fund Act, 2010 
has been approved recently by the cabinet to utilize 
the climate change fund judiciously and transparently 
to ensure that the affected communities  benefit 
properly. 
 
Projects and Programs 
 
As mentioned above,  the government through the 
Ministry of Environment and Forests approved 34 
projects under six themes of BCCSAP. All these 
projects will be implemented by the different relevant 
government institutions.  The following table shows 
that about 70% of the investment has been allocated 
for adaptation activities in different vulnerable 
ecosystem. The highest investment is attributed to 
mitigation and low carbon development followed by 
the thematic area of comprehensive disaster 

management. The lowest amount is approved for 
capacity building and institutional strengthening.  
 
* The project titles under 6 themes are given in Table 
    1. 
 
Food security, social protection and health 
 

1. Farm productivity and food security 
enhancement of the vulnerable farmers in the 
13Char Areas of Jamalpur and Sherpur 
districts. 

2. Research on climate resilient rice varieties and 
extension. 

3. Measure for supplying safe drinking water and 
social security for women and children 
exposed to adverse effects of climate change. 

4. Risk reduction and adaptive measures in the 
context of climate change impact on health 
sector in Bangladesh. 
 

5. Improve management of Food Security by 
increasing agricultural production and 
protection of the crops from the effects of 
climate change through strengthening the 
agricultural weather forecasting and early-
warning system on adverse climate condition. 

 
Comprehensive Disaster Management  
 

1. Establishment of cyclone resistant housing at 
the Aila affected areas from Khulna District. 

2. Establishment of cyclone resistant housing at 
the Aila affected areas from Barisal District. 

 
 
 
Table 1. The projects being implemented under six thematic areas of BCCSAP in Bangladesh  
 

Thematic Area 
  Project 
     (no) 

Project  
    title* 

   Budget 
     (US$) 

% of Total 
investment 

Food security, social protection and health 5 A 4.5 
 

9 

Comprehensive Disaster Management 3 B 10.5 
 

21 

Infrastructure 7 C 9.5 
 

19 

Research and Knowledge Management 6 D 6.5 
 

13 

Mitigation and Low Carbon Development 10 E 16 
 

32 

Capacity Building and Institutional Strengthening 3 F 1.6 
 

3.2 
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3. Establishment of cyclone resistant housing 
at the aila affected areas from Khulna and 
Chittagong District. 

 
Infrastructure 
 

1. Removal of polythelene and other wastes 
deposited in the Burigonga and Turag River. 

2. Excavation of River Boleshwari from 
Bagmara to Depara (through Khetnakata 
Launch ghat, Kochua Bazaar and Adajuri). 

3. Project on ensuring water flow in Rangunia 
and Boalkhali sub-district. 

4. Reconstruction and repair of embankment 
along the Karnaphuli river. 

5. Development of dredging system of 
Chittagong City Corporation. 

6. Repair of affected Sea Dyke and other 
infrastructure of the Coastal Polder no. 63/1. 

7. Re-excavation of drainage khal of Madaripur 
Beel Route Channel (MBR) of Gopalgonj 
District due to climate change under Climate 
Change Trust Fund. 

 
Research and knowledge management  
 

1. Feasibility study for establishment of a ship 
recycling facility in Bangladesh. 

2. Sustainable cropping system for drought and 
coastal/saline prone areas in Bangladesh. 

3. Pilot project on temperature and saline tolerant 
crops to adapt with climate change. 

4. Establishment of permanent observation 
network and calculation of mathematical 
model for identification of salinity intrusion in 
the groundwater resources.  

5. Expansion and capacity building of 
Bangladesh Space Research & Remote 
Sensing Organization (SPARRSO) for CC 
research & impact study. 

6. Research capacity building for knowledge 
management on climate change. 

 
Mitigation and low carbon development  
 

1. Pilot initiative on reduction, reuse and recycle 
(3R) of wastes in Gulshan, Baridhara and 
Dhanmondi areas of Dhaka City and 
Nasirabad and Khulshi areas of Chittagong 
City. 

2. Coastal aforestation along the embankment  
and charlands. 

3. Nursery projects for countrywide mass 
afforestation to adapt with Adverse Impacts of 
Climate Change. 

4. Project on "Programmatic CDM" by using 
organic waste of the urban areas (Pouroshova 
and Municipalities) of Bangladesh. 

5. Climate resilient aforestation in the Core Zone 
of the Central Region. 

6. Introduction of solar powered irrigation pump 
as well as power management and distribution 
system to mitigate energy crisis and climate 
change. 

7. Evaluation of projects of  DNA under CDM, 
capacity building of CDM entrepreneurs as 
well as CDM baseline.  

8. Re-vegetation of Madhupur Forests through 
rehabilitation of forest dependant local and 
ethnic communities. 

9. Community based adaptation in the 
ecologically critical areas through biodiversity 
conservation and social protection.  

10. Project on environmental management of 
Parki beach. 

 
Capacity building and institutional strengthening 
 

1. Strengthening institutional capacity of Climate 
Change Unit of the Ministry of Environment 
and Forests. 

2. Institutional strengthening of Climate Change 
Study Cell at BUET for knowledge generation 
and human resource Development. 

3. Developing capacity of BPATC & public 
sector human resources for addressing 
effectively the adaptation and mitigation 
measures. 

 
A number of national NGOs/CSOs are playing an 
active role on climate change and adaptation issues in 
Bangladesh. Bangladesh Centre for Advanced 
Studies (BCAS) is active as a pioneer organization on 
climate change issues  not only in Bangladesh but 
also at the regional and international level. BCAS is 
involved with local, national and international level 
climate change research, capacity building, 
policy/advocacy, modeling, monitoring and 
evaluation, and community level demonstration on 
adaptation projects. Some other active organizations 
are Centre for Environment and Geographic 
Information Services (CEGIS), Institute of Water 
Modeling (IWM), Bangladesh Unnayan Parishad 
(BUP), Centre for Natural Resources Studies 
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(CNRS), IUCN-Bangladesh and others.  Some 
regional and local level NGOs are also  implementing 
projects related to climate change. Academic 
institutions including North South University and 
Independent University of Bangladesh are offering 
short courses and training programs on climate 
change. International NGOs including International 
Institute for Environment and Development (IIED), 
Oxfam International, Action Aid-Bangladesh, 
Practical Action, Christian Aid Bangladesh, Caritas 
Bangladesh, Islamic Relief Bangladesh also 
implement projects with local partners. A study 
indicates that about 100 (small and medium scale) 
adaptation projects were implemented between late 
1990s and 2005 (BCAS, 2008). Most of these 
projects are located in the South and North-west 
regions of the country.   
 
Regional level 
 
South Asian ministers adopted the Dhaka Declaration 
on climate change on 3rd July 2008, under the 
auspices of the South Asian Association for Regional 
Cooperation (SAARC).  They declared that they 
would work together to build regional capacity to 
reduce the impacts of climate change and consult 
each other before international negotiations. The 
declaration concluded with an action plan which 
includes Capacity building for Clean Development 
Mechanism (CDM) projects, exchange of 
information on disaster preparedness and extreme 
events, exchange of meteorological data, monitoring 
climate change impacts including sea level rise 
(SLR), glacial melting and threats to biodiversity, 
mutual consultation in international negotiation 
process, media briefing as and when required (The 
Daily Star, July 4, 2008).  
 
The Sixteenth Meeting of the Heads of State or 
Government of the Member States of the South Asian 
Association for Regional Cooperation (SAARC) also 
adopted “Thimphu Statement on Climate Change 
(TSCC)” in Thimphu, Bhutan, during 28-29 April 
2010. The TSCC identified 16 activities to be 
implemented at the regional level to address climate 
change. Some of the key activities include: 
 
• Establishing an Inter-governmental Expert 

Group on Climate Change to develop clear 
policy direction and guidance for regional 
cooperation as envisaged in the SAARC Plan 
of Action on Climate Change; 

• Initiating a study for presentation to the 
Seventeenth SAARC Summit on ‘Climate 
Risks in the Region: ways to comprehensively 
address the related social, economic and 
environmental challenges’; 

• Undertaking advocacy and awareness 
programs on climate change, among others, to 
promote the use of green technology and best 
practices to promote low-carbon sustainable 
and inclusive development of the region; 

• Commissioning a study to explore the 
feasibility of establishing a SAARC 
mechanism which would provide capital for 
projects that promote low-carbon technology 
and renewable energy; and a Low-carbon 
Research and Development Institute in South 
Asian University; 

• Incorporating science-based materials in 
educational curricula to promote better 
understanding of the science and adverse 
effects of climate change; 

• Planting ten million trees over the next five 
years (2010-2015) as part of a regional 
aforestation and reforestation campaign, in 
accordance with national priorities and 
programs of Member States; 

 
International Level 
 
The government has formed a Committee for Climate 
Change Negotiation under UNFCCC. The committee 
is co-chaired by the Secretary, MoEF and senior 
expert on climate change from the civil society 
organizations. Members of the committee include 
representatives from the government relevant 
organizations and civil society experts and scientists. 
Currently, the government is putting its utmost 
efforts to raise the voice of the affected communities 
of the country at both regional and global level 
climate discussions.  
 
Synthesis of the discussion (climate change 
vulnerability, policy and institutions and gaps): 
 
   • Climatic hazards, vulnerability and needs of 

adaptation actions 
 
 Bangladesh has been a pioneer amongst the least 

developed countries (LDCs) in developing 
national level scientific expertise and 
government level actions as well as at non-
governmental level. The knowledge capacity in 
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the country, compared to many other LDCs is 
relatively high and policies and institutions are 
taking shape. The challenge that remains is to 
implement policies effectively and to make sure 
that lessons are learnt and acted upon in a timely 
manner. 

 
• Current policy and institutional arrangement-

needs institutional strengthening and proper 
functioning with transparency and 
accountability. 

 
 As the Government of Bangladesh starts to 

implement their climate change policies and 
actions, it is important that these actions be 
undertaken in a manner that is transparent and 
effective. The key issue is not to avoid mistakes 
(which will be inevitable as it is a new subject) 
but to learn from them. To do this effectively it 
is important to be able to acknowledge mistakes 
when they occur and take corrective actions in a 
timely manner. 

 
 
• Gaps/needs   improvement:    sectoral/geo- 

graphic balance of adaptation investment 
(based on vulnerability), selection of projects 
and programs, monitoring and evaluation (who 
does it, how it would be done), transparency 
and accountability. 

 
 As actions on tackling climate change begin to 

take place around the country in different regions 
and sectors, more knowledge will be gained and 
gaps appear which will need to be filled. That is 
why the implementation of the climate change 
activities must remain as a work-in-progress so 
that changes in prioritization of actions can be 
taken as new knowledge emerges. 

 
Conclusion 

 
Bangladesh has been one of the most pro-active 
LDCs in taking the issue of climate change seriously. 
It has developed considerable scientific capacities, 
strong policies and allocation of resources, and has a 
very active civil society. All these are an excellent 
platform to take the climate change issue forward. 
However, many challenges remain, not least that 
actions taken by all actors, including the government, 
need to be as transparent as possible and that there be 
a proactive learning mechanism to inform policies 
and action as they develop over time. Climate change 

is a new problem facing mankind and we do not have 
all the answers yet, so a learning-by-doing attitude 
must remain the main paradigm for the next few 
years. 

 
 

References 
 

Rahman, A.A., Alam, M., Alam, S.S., Uzzman, 
M.R., Rashid, M., Rabbani, M.G., (2008). Risks, 
vulnerability and adaptation in Bangladesh. A 
background paper prepared for Human Development 
Report 2007/2008. 
 
World Bank. (2000). Bangladesh: climate change 
and sustainable development. Report no 21104-BD. 
World Bank Dhaka. 
 
Hare, W. (2003). Assessment of knowledge on 
impacts of climate change–contribution to the 
specification of Art 2. of the UNFCCC, Potsdam, 
Berlin.  
 
Rahman, A., and Alam, M. (2003). Mainstreaming 
adaptation to climate change in least developed 
countries (LDCs), Working Paper 2: Bangladesh 
Country Case Study. International Institute of 
Environment and Development (IIED), London, UK.. 
 
Islam, M. R. (2004). Where land meets the sea. A 
profile of the coastal zone of Bangladesh. The 
University Press Limited, Dhaka, Bangladesh.  
 
Centre for Environment and Geographic Information 
Services(CEGIS). (2006). Impact of sea level risen 
land use suitability and adaptation options. Report 
prepared for the Ministry of Environment and 
Forests, Government of Bangladesh.  
 
Ahmed, A.M.M. and Roy, K. (2007). Utilization and 
conservation of water resources in Bangladesh. 
Journal of Developments in Sustainable Agriculture 
2: 35-44.  
 
Huq, S. and Ayers, J. (2008).  Climate Change 
impacts and responses in Bangladesh. A note for 
European Parliament's temporary committee on 
climate change in view of a delegation visit. DG 
Internal Policies, European Parliament, Brussels.  
 
Rabbani, M.G., Rahman, A.A., Islam, N. (2010). 
Climate change and sea level rise: Issues and 
challenges for coastal communities in the Indian 



 

10 

 

Ocean region. In Michael, D., Pandya, A.(eds) 
Coastal Zones and Climate Change. The Henry L. 
Stimson Centre, Washington, USA. 
 
Rabbani, M.G. (2011). Current experiences in 
adaptation Governance in Bangladesh. A paper 
presented at Regional Consultation Meeting on 
Adaptation Metrics and Policy Frameworks for 
Adaptation Governance in the Gangetic Basin, held 
in Dhaka during 5-6 March 2011.  
 
Rimi, R.H., Rahman, S.H., Karmakar, S., Hussain, 

S.G. (2011).  Trend analysis of climate change and 
investigation on its probable impacts on rice 
production at Satkhira, Bangladesh. Pakistan Journal 
of Meteorology, Vol. 6, Issue 11. 
 
Bangladesh Centre for Advanced Studies (BCAS). 
(2008). Challenging climates: Adapting to change.  A 
Baseline Study conducted by BCAS with support 
from British Council Bangladesh.  
 
The Daily Star. (2008). The Dhaka declaration on 
climate change, published on 4 July 2008, Dhaka, 
Bangladesh. 

 
 
 
 Saleemul Huq 

International Institute for Environment and  
        Development (IIED) 
4 Endsleigh Street 
London WC1H 0DD 
E-mail:  saleemul.huq.iied.org 

Golam Rabbani 
Bangladesh Centre for Advanced Studies 
        (BCAS) 
House-10, Road-16A 
Gulshan-1, Dhaka-1212 
E-mail: golam.rabbani@bcas.net   -or- 
             golam.rabbani72@gmail.com 



 

 

Monga and Women: A Case Study from Gaibandha District of Bangladesh 
 

Fatema R. Jahan 
 

Abstract 
 
This paper looks at how local women understand and cope with monga and attempt to shape the government’s 
monga mitigation policy.  Monga is often defined by scholars and policy-makers as seasonal, periodic famine. That 
is, it is a time of special food and economic crisis that occurs annually. In contrast, this  study defines monga as 
obhab or chronic poverty that exists throughout the year. In other words, it does not confine monga to a specific 
time period. This conceptualization of monga can help change its mitigation policies that currently centers largely on 
“relief” for a limited period. The paper argues for a holistic program that runs throughout the entire year. The paper 
also shows that while monga affects everyone in the area, women and female-headed households suffer the most. 
However, the women have developed their own coping mechanisms. The paper finally recommends greater 
attention to some of these coping mechanisms in order to strengthen the monga mitigation process. 
 

Introduction 
 
Monga, a phenomenon prevalent mainly in the 
northern region of Bangladesh, has received a great 
deal of media attention in recent years because of the 
loss of human life associated with it.1 Monga carries 
along with it extreme poverty, hunger and starvation, 
malnutrition, diseases, and often death (Elahi and 
Ara, 2007, 2008). A study undertaken by the Power 
and Participation Research Centre shows that, in the 
area affected by monga, a total of 188,181 
households suffered from chronic food deficit; 
334,265 households had seasonally unemployed agri-
laborers; 8,093 households suffered from river 
erosion; 357,075 households had marginal producers 
of risk-prone regional pockets; and 139,141 
households were landless in four districts (Rahman, 
1995a, 1995b). According to a 2006 survey of 
425,000 families in the monga zone by Palli Karma 
Shahayak Foundation, about 20 percent had no 
choice but to sell their assets and property to feed 
their families, while 40 percent had to migrate to 
other places for work.2 

 
In summary, monga contributes to extreme poverty in 
northern Bangladesh. When it occurs, it affects all 
sections of society. However, women and female-
headed households fare the worst because they 
already tend to be more malnourished, partly for 
existing socio-cultural reasons and because when 
there is an oversupply of day-labor, employers tend 
to hire men before women.  It is against this backdrop 
that the present study aims to look at the implications 
of monga on women. 
 

Rationale of the Study 
 
Monga is an important part of an environment of 

widespread poverty in northern Bangladesh. As such, 
monga mitigation has been identified as a key 
component in any national poverty reduction strategy 
(Rahman, 1995a). It has also been considered a 
relatively recent disaster (Elahi & Ara, 2008). 
Although it has attracted  academic attention in the 
past few years, several studies have already been 
conducted on monga. However, few of them have 
incorporated women’s concerns and issues.  In 
contrast, this study explores the experiences of 
women, thus offering a gendered perspective on 
monga. 
 

Objective of the Study 
 
The study addresses the following objectives: 

• To scrutinize the impact of monga on 
women 

• To examine the underlying causes of monga, 
and 

• To find out ways of mitigating monga by 
exploring the coping mechanisms of women. 

 
Operational Definition of the Concept 

 
Monga is a local term used to describe a famine-like 
situation in which the poor suffer acute deprivation 
caused by their lack of purchasing power, itself the 
result of the seasonal scarcity of gainful employment 
(RDRS, 2007).  The word monga derives from 
another local word “magan” which means “to ask for 
alms” or “to beg” (Alam, 2008). Unlike the existing 
scholarship which defines monga from a time 
perspective, i.e. from mid-September to mid-
November, the present paper defines it as chronic 
obhab (or desperation), synonymous with poverty 
that exists throughout the year.  
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Methodology 
 
The present research adopts qualitative methods. It 
can be considered as feminist research in the sense 
that it was conducted from women’s experience. The 
fieldwork was carried out with the help of one local 
NGO (Gono Unnayan Kendro or GUK). Data were 
collected through the following research techniques: 
a) Focus group discussion (FGD): I conducted three 
FGDs that consisted of thirty women and seven men. 
Through the FGDs, I gained the basic information 
about the respondents and their experience of 
surviving against monga; b) Case studies: Ten case 
studies are selected out of the women who 
participated in FGDs. The data for case studies were 
collected mainly through interview method. Each 
interview was one-to-one, in-depth, and semi-
structured; and c) participant observation: Although 
participant observation is usually undertaken over an 
extended period of time, one month was the duration 
for this study due to limitations of time and budget. 
 
The study was conducted in Gaibandha district for 
several reasons. First, it is one of the worst monga-
prone area, and second, because of familiarity with 
and accessibility to this district. In Gaibandha, monga 
prevails both in the mainland and in the char3 area, 
the strip of sandy land that rises out of a river bed, 
however, I selected the char areas instead of the 
mainland because monga is more severe in the 
disaster-prone char areas. The two chars selected for 
this study, Rashulpur char and Kuderpara char, are 
located in Gaibandha Sadar Upazila. 
 

The Chars Under Study 
 
A Profile of the Study Area 
 
Location  
 
The selected two chars are situated in Gaibandha 
Sadar Upazila under Gainbandha district of 
Bangladesh. Both chars are situated on the bank of 
Bramhaputra River.4  
 
Total Area and Population Size  
 
Rashulpur char is quite small in terms of area and 
population size in comparison with Kunderpara char. 
Rashulpur char consists of an area of 2 kilometer, 
while Kunderpara char is an area of 5.5 km. Again, 
there are about 100 households living in Rashulpur 
char and on the other hand, a number of 230 
households live in Kunderpara char. 

Land Ownership Pattern  
 
The land ownership pattern is quite different in char 
area from the mainland. Most of the land in char is 
either khas land5 or belongs to rich people who do not 
live on a char. To live on a khas land, the dwellers 
need not pay. The chars are prone to flood and 
riverbank erosion. Therefore, the whole char 
including the dweller’s house and lands can be 
submerged at anytime. This is the reason why there is 
no permanent ownership of land in char area and 
why land is so cheap at char area. The dwellers buy 
land from a wealthy person for three or four years. If 
the land is not drowned within 5 or 6 years, the 
owner will come again to claim more money for the 
next few years. Most of the dwellers are illiterate and 
as such none of them go through any registration i.e. 
they have no document to prove that they bought the 
land from the owners. Therefore, they are often 
harassed by the previous owners or individuals 
pretending to be owners. 
 
Urban Facilities  
 
The char areas are deprived of urban amenities such 
as electricity. The dwellers use kupi or an oil lamp 
during the night. All the facilities including shops, 
hospital, school, colleges, and markets are situated on 
the opposite side of the river. The dwellers have to 
ferry the river daily in order to have access to them. 
There is not even a graveyard in Rashulpur char. 
(There had once been a graveyard but that yard was 
submerged during a flood). Therefore, if anyone dies, 
the deceased’s family has to ferry the dead body to 
bury it in the graveyard on the opposite bank of the 
river.  
 
A Profile of the Respondents  
 
Age Structure  
 
The age of the female respondents ranged between 20 
to 60 years. However, the highest number of char 
dwellers, irrespective of gender, are from the younger 
end of the spectrum.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           
 
Marital Status  
 
Most of the female respondents are married. A few 
are either widowed or abandoned. 
 
Literacy Rate  
 
One of the depressing features of the char area is that 
most of the dwellers, both male and female, are 
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illiterate (Figure-1). Recently, the women who are 
associated with different cooperatives have been 
learning to sign their name. The literacy rate is 
increasing among the present generation, especially 
among  women, due to the establishment of some 
NGO-affiliated primary schools and high schools in 
the char areas.  
 
Occupational Structure  
 
The char dwellers have a flexible occupational 
structure and it varies from season to season (Table-
1, Figure-2). The male who is an agricultural laborer 
also does the earth work depending on the 
availability of the employment. Every male char 
dweller seasonally migrates to different parts of the 
country in search of work. Two main occupations of 
the dwellers, irrespective of gender, are agricultural 
labor and earth work. In December, men typically do 
earth work as laborers. In Jousto and Ashar month, 
which is the harvesting period of Irri paddy, they 
work as agricultural laborer. When there is no work, 
they migrate to other places. The female char 
dwellers are engaged in multiple tasks such as 
household work, livestock rearing, kitchen gardening 
etc. They also do the earth work together with the 
males if available.  
 
Income Pattern  
 
As there is no fixed occupation for the dwellers, there 
is no fixed income either. The income pattern 
fluctuates with the changing pattern of work. 
However, there is a marked gap in the wages of men 
and women. Women are paid less than men. While a 
male agricultural laborer is paid Tk. 100-120 a day 
plus three meals, his female counterpart gets  only 
Tk. 60-80 taka plus three times meals. The income 
gap is similar for earth work.  
 

Life in the Char Areas 
 
Nomadic Life  
 
The char dwellers lead a nomadic life. They stay at 
one char for some years. When the char is 
submerged as a result of flood or riverbank erosion, 
they come to the embankment of the river. Then they 
stay there for a few years. They return to their 
original char when it rises again or search for another 
char. Although life on a char is very uncertain, these 
dwellers prefer living there because of the lower cost 
of living compared to life on the mainland.  
 
Food Habits  
 
There are two types of people living on the chars: 

Bangals, who belong to the west or mainland but 
come to the char due to poverty, and bhati or the 
original char dwellers, whose lives are spent moving 
from char to char. These two groups have different 
food habit and cultures. The bhati people are seen to 
be physically strong, able to work hard with a lower 
food consumption. Unlike the Bangals, they eat a 
variety of food and are not totally dependent on rice. 
During the monga period, they  survive by eating 
potato, cown, china, sweet potato etc. They usually 
eat twice a day. In the morning, they eat panta bhat 
(stale rice fermented by being left covered with water 
overnight) with aloo bhorta (mashed potatoes mixed 
with oil and spices), and at night, they eat rice with 
curry. Sometimes men who do earth work eat also at 
noon but women usually go hungry at that time. For 
the Bangal people, the staple food is rice. They are 
considered physically weaker and as consuming a 
smaller variety of food. Char-dwellers usually plant 
and eat a special kind of rice, locally known as gainja 
dhan, which is well-suited to that environment. 
Women usually cook with a chula, a mud-stove, and 
use jute stalks, dried cow dung, and husks of grain as 
fuel. 
 
Early Marriage  
 
Most of the female char dwellers are married off 
before puberty. The average age of marriage for 
women is 12 years. Early marriage is a direct cause 
of low literacy as well as the miserable condition of 
the female dwellers. However, the situation is 
gradually changing with increased literacy rates and 
consciousness among both male and female char 
dwellers. 
 
Population Density  
 
The population density is very high in the char area 
and this is one of the main reasons for the persistent 
poverty among the dwellers. A woman has an 
average of three children and the average family size 
in the char area is five. Prevalent superstitions 
pertaining to children birth contribute to the high 
birth rate, e.g., “A person who has only a male child 
or only a female child cannot prosper in life.” So 
women who have children of only one sex are 
pressured into additional pregnancies. 
 
Dowry  
 
Dowry is a common practice in the char. There is a 
trend that females cannot be married off without 
paying dowry. The dowry puts an extra burden on 
these poor people. There are some cases of violence 
to dowry. 
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Figure-1: Literacy rate among the female respondents 
 

 
 
 

Table-1: Occupational Pattern According to Gender 
 

Category No of 
Female 

Percentage Of 
Female 

No of Male Percentage of Male 

Agricultural Laborer 5 14.28% 18 45% 
Earth Worker 6 17.14% 12 30% 
Rickshaw-puller 0 0% 4 10% 
Boatman 0 0% 1 2.5% 
Housewives 7 20% 0 0% 
Livestock Rearing 9 25.71% 0 0% 
Kitchen Gardening 4 11.42% 0 0% 
Shopkeeper 0 0% 3 7.5% 
Others 4 11.42% 2 5% 
Total 35 100% 40 40% 
 
Figure-2: Occupational Pattern according to Gender 
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Monga and Women 
 
Redefining Monga 
 
The women under this study experienced monga in 
their own lives. Therefore, I argue, they have a better 
understanding of the term than the theorists and 
academicians. They identify monga as akal or obhab, 
the scarcity of supplies necessary for survival, 
including food and water. According to the female 
char dwellers, scarcity results from the absence of 
employment opportunities along with the rising price 
of necessities. They blame the government for raising 
prices and causing monga. They also argue that 
monga or obhab does not exist only for a short 
period; rather, it is something they experience 
throughout the year.  
 
Causes of Monga 
 
Riverbank Erosion 
 
Respondents identify riverbank erosion as one of the 
main causes behind the monga. It occurs throughout 
the year; during the flood season as well as the dry 
season. None of the char dwellers visit their 
birthplace because it is under water. They have lost 
their land and assets due to river erosion and flood, 
and are forced to migrate either to the embankments 

or to another char. One interviewee said, “The river 
is rising and we are prepared to migrate to another 
place. We can hear the sound of the bank slumping 
from our room!” When the char rises again, they 
return. It is like a cycle and, through this cycle, they 
become poorer from one generation to the next. 
(Figure-3 )  
 
Flood  
 
Flood is another main factor that leads to monga. 
According to the respondents, their worst time is 
during the floods because they cannot go in search of 
work. The effect of flood is devastating in the char 
area,  eroding agricultural land, and ruining the whole 
family. One respondent’s family lost 21 bighas of 
land in three floods.6  
 
 
Climate Change  
 
Climate change has become a curse for the char 
dwellers. The frequency of the floods and other 
disasters have increased as a result of climate change.  
 
The dwellers said, “Climate change is hindering our 
success. We cannot do much just by being conscious 
if the climate continues to change.”  They described 
that every year grain fields are destroyed by floods

 
 
Figure-3:  The Cycle of Monga and Poverty 
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while the vegetable plants don’t get enough water in 
the winter, and they survive only with the income 
from earth work. One respondent said, “If flood 
occurs three or four times a year, how can we 
possibly emerge from poverty?” Indeed, one year 
flooding had occurred three times. One respondent 
had planted a crop of aman seeds and about 56 
kilograms of aman seeds were destroyed in the third 
flood. 
 
Price Hike of Daily Necessities 
 
The poor char inhabitants cannot cope with the 
increasing prices of daily necessities. Their wages are 
at par with price increases, so this has posed an 
additional burden on them. 
 
Poor Communication System 
 
The communication system is very poor in the char 
areas. Although the main and only transport system 
in the area is by boat, it is not available throughout 
the year. As a result, the char dwellers often remain 
isolated from the mainland. This means that the char 
inhabitants cannot go to the mainland in search of 
work and also that relief and aid assistance does not 
reach the char area from the mainland. The 
inhabitants often have to wait hours on the riverbank 
to cross the river. Therefore, the char areas lag far 
behind other areas in terms of social and economic 
development.  
 
Lack of Access to Non-agricultural Work  
 
The char dwellers depend largely on the agricultural 
sector. There is no industry in the char area and the 
local population has no  training in any area other 
than agricultural and earth work. This means that 
when there is no agricultural work, they remain 
unemployed.  

 
The Impact of Monga on Women 

 
Monga affects women differently and more severely 
than men.  The consequences of monga on women 
are as follows: 
 
Overburdened 
 
During the period of employment crisis, the male 
char dwellers migrate to different regions in search 
of work, leaving the women behind with the 
responsibility of the whole family. In the absence of 
men, women are overburdened with work. They have 
to play a dual role, that of both man and woman.  
 
 

Insecurity 
 
The female inhabitants’ lives are full of insecurities, 
uncertainties and anxieties. They have no fixed 
occupational pattern, no fixed income, and, unlike 
rural women who do not live on chars, have no fixed 
home. If the char is submerged due to flooding or 
river erosion, they have to move to another place. As 
women’s lives are closely associated with their 
children, they are more vulnerable than men. This is 
especially true of women who do not have the 
support of a male breadwinner. 
 
Persistent Indebtedness 
 
During any crisis period or in the absence of a male 
breadwinner, women often survive by taking loans, 
either from an NGO-affiliated cooperative or a local 
moneylender, often known as mahajon. They repay 
the loan with their income throughout the rest of the 
year. Once the loan is repaid, they take out another 
loan. Sometimes they take a new loan simply in order 
to repay an older loan. As a result, they are trapped 
into a persistent cycle of indebtedness all year.  
 
Chronic Poverty 
 
One of the depressing features of the char area is the  
chronic poverty of women. Although the dwellers 
struggle hard, their situation does not improve. 
Women are the poorest and suffer the most: first, 
because like men on the disaster-prone char, their 
lives are already precarious, and second, because of 
gender-based discrimination they earn lower wages 
for comparable work. 
 
Effect on Reproductive Health  
 
The burdens of work and loan repayments, and the 
anxieties associated with these pressures ultimately 
have a negative impact on women’s health, especially 
on their reproductive health. Pregnant women have to 
do as much work as women who are not pregnant. 
Women are responsible for giving birth to an 
expected number of children. They also have to bear 
the burden of using contraceptive methods, many of 
which are accompanied by severe complications. 
Some of the respondents have infections in their 
reproductive organs but they rarely visit a doctor due 
to the unavailability of medical service on the char 
and their inability to afford to visit a doctor away 
from the char.  And they have no access to roving 
filed hospitals because there are none. 
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Coping with Monga 
 
Women have developed their own strategies for 
coping with the devastating effects of monga. These 
include: 
 
Kitchen Gardens  
 
With responsibility for their families’ daily food 
consumption, most female char dwellers have 
established  kitchen gardens. They grow lal shak, 
gourd, radish, etc. in the garden. Therefore, not only 
do they not have to buy vegetables, but they can often 
sell the surplus vegetables in the weekly market. 
Through their work of kitchen gardening and 
livestock rearing, they help their family to survive 
during any crisis period, as well as the rest of the 
year.  
 
Reduced Food Consumption 
 
Women consume less food in order to save for her 
children. One respondent said that when her husband 
goes to Dhaka, she can save some money simply by 
consuming less. She said, “Men extend the family 
budget. They spend more on fish and other food. We 
women spend less on food.”  
 
Food Processing 
 
The female char dwellers usually store processed 
food grains throughout the year. There are some 
particular crops that are planted only on the char such 
as cown, china, etc. Cown and china can be 
cultivated with small amounts of fertilizer and water 
and that is why the char dwellers plant them. They 
boil cown, china, pulses, and other food grains until 
fairy dry, then smash them before storing them. That 
way, during any disaster period, they only need to 
add water to cook them.  Also, when processing food 
grains, women make efficient use of the waste 
produced: they use the husk either as fuel or as 
animal fodder.  
 
Seasonal Migration  
 
This is a strategy used by men but has enormous 
implications for the lives of char women. The most 
common coping strategy among the male char 
dwellers is seasonal migration to different parts of the 
country in search of work during the period of 
employment crisis.Typically, men migrate to places 
like Dhaka, Comilla, Munshiganj, Chittagong, and 
Bikrampur once or twice a year in search of 
employment . They stay there for one or two months 
and then come back to the char. As a seasonal 
migrant, they usually do earth work, agricultural 

labor, or rickshaw-pulling. They know what work is 
available where and when and try to plan 
accordingly. For example, they go to Narayanganj 
during potato season. As a seasonal workers, they are 
paid Tk. 150-200 per day. They get paid far less 
locally so they are quite dependent on these 
opportunities  As one respondent put it, “We cannot 
survive with the work and income available in this 
area.” 
 
The Adhi Culture 
 
The dwellers practice a system for their living, 
known as adhi which means half. It is practiced in the 
case of crops as well as domestic animals. In the case 
of grains, a local family basically rents a piece of 
land from its owner; they cultivate it ,and harvest the 
crop and give half of the crop to the owner as rent 
payment and keep the other half for themselves. In 
the case of domestic animals, they borrow, for 
example, a calf from a wealthy person, take care of 
the calf for a few years, and return it to the owner 
when it is a mature cow. If the cow produces a calf 
while with the borrower, it becomes the property of 
the borrower and will not be returned along with its 
mother. The owner gets a full grown cow instead of a 
calf while the borrower gets a calf instead of nothing. 
So both sides benefit and profits are halved between 
the borrower and owner in this aadhi system. 
 
Employment Opportunities Provided by the Local 
NGOs 
 
Recently some local NGOs have started providing 
employment opportunities in the char areas. Two 
local NGOs are active in the chars under study: GUK 
and Lifebuoy Friendship Company. These two 
organizations have provided earth work to both the 
male and female char dwellers under their Chars 
Livelihood Programme (CLP) project. Through their 
involvement with the NGOs, the dwellers not only 
earn money, but are also able to raise their homestead 
plinth so that their homes will not be submerged by 
flood waters. 
 
Loan Culture  
 
The dwellers survive by taking loans either from a 
wealthier person who is often known as a mahajon, 
or from any NGO affiliated samity.7 When men 
migrate, women survive by taking loans. They locally 
call it hawlat neya.8 They borrow not only money, 
but also food grains such as paddy from the 
neighbors. If they borrow grain, they will have to 
give back only the grain. But if they loan money, 
they will have to repay it with interest. In case of 
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loans from mahajon, the interest rate is very high, 
i.e., Tk. 20 a month per every Tk. 100. This type of 
loan is usually used for food consumption. 
 
On the other hand, if they take a loan from an NGO 
samity, they are required to pay relatively lower 
interest. For example, the interest rate of GUK is 6% 
i.e. Tk. 60 taka per 1000 per year. This type of loan is 
usually used for creating self-employment. However, 
the credit schemes of NGOs are not available to all 
chars, such as in Rashulpur char. People there 
survive by taking loan from the mahajon with a high 
interest rate. One of the depressing features of this 
loan culture is that although the loan is given to 
women by the NGOs for their self-employment as 
well as empowerment, it is often used in wrong ways. 
In the case of one respondent, she took loan for her 
shop but spent it on dowry for her grand-daughter’s 
marriage. 
 
Relief  
 
According to the respondents, they have very little 
access to relief. They hardly get any government 
assistance. Some respondents complain that to gain 
access to VGF cards or other government relief 
requires bribing the local members and the chairmen. 
 
Disaster Management  
 
Recently, the local NGOs began providing the 
dwellers training on how to save their resources from 
being destroyed during any disaster. Now the 
dwellers take necessary preparation before the advent 
of any disaster, such as raising the homestead plinth, 
storing fodder and dry food, etc. 
 

Redefining the Monga Mitigation Policy 
 
For the most part, monga is defined as the famine-
like situation which occurs due to the seasonal 
scarcity of employment and/or of food. This narrow 
definition of monga largely confines monga 
mitigation activities to a time frame. For example, the 
government programs on monga mitigation primarily 
center on ‘relief’ which run for a certain period. 
However, the monga affected women define monga 
as ‘ovab’ or poverty which exists throughout the 
year. Therefore, the monga mitigation policy must 
incorporate activities that can be run throughout the 
entire year. Second, the underlying causes of monga 
are not limited to lack of employment or food. In 
fact, supply of adequate employment opportunities 
and sufficient food can even lead to monga situation 
in the presence of river erosion, flood, climate 
change, price hikes and poor communication 

systems. In this context, monga mitigation requires a 
holistic approach which not only require government 
support, but also regional cooperation, to fight flood 
and climate change. Third, the female char dwellers 
have developed some notable mechanisms to cope 
with monga through vegetable cultivation and adhi 
culture. On the other hand, some of their coping 
mechanisms such as reduced food consumption can 
badly affect their reproductive health.  
 
As mentioned earlier, NGOs have played a very 
important role in these women’s lives by providing 
them with some employment opportunities through 
the Chars Livelihood Programme (CLP). Also, there 
have been positive changes in the dwellers’ lives 
through monga mitigation programs. This is true 
especially in the case of women. For example, the 
female literacy rate has increased remarkably in the 
last few years. Women have learned to sign their 
names after joining the cooperatives. They have 
begun attending the cooperative meetings and have 
built a strong network of cooperation. There also has 
been a positive change in their awareness levels. The 
women seem to be more conscious than men about 
different issues such as gender, monga, disaster 
management, etc. The monga mitigation program has 
also produced some success stories. The female 
respondents have started to speak in public and they 
display greater confidence and courage. Above all, 
these programs have effected some important 
changes in gender roles and the gender division of 
labor in the char area. However, the NGOs and the 
government have not been completely successful in 
combating monga. The loan provided by the NGOs 
often cannot help women get rid of poverty. On the 
contrary, it traps the women in the persistent cycle of 
a loan culture which further increases their insecurity. 
Therefore, providing loan to the women must go 
hand in hand with providing them with gainful 
employment opportunities.  
 

Conclusion 
 
Monga, a phenomenon prevalent mainly in the 
northern region of Bangladesh, has been reported 
prominently in the media in recent years due to the 
loss of human life involved. When monga occurs, it 
affects all sections of people. However, women and 
lone-mother households fare the worst. The present 
study has sought to examine how female char 
dwellers understand and cope with monga. From this 
local perspective, the paper has attempted to 
contribute to improving the government’s monga 
mitigation policy. While existing scholarship defines 
monga as time-bound, i.e., from mid-September to 
mid-November, the present paper follows the lead of 
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the female respondents in identifying monga as 
obhab or chronic poverty that persists throughout the 
year. This conceptualization of monga can change the 
government policy on monga mitigation which 
currently centers on short-term “relief” efforts.  
 
According to the char dwellers interviewed in this 
study, the main causes of monga are river erosion, 
flood, climate change, and the rising cost of 
necessities. But current NGO and government policy 
is formulated on the assumption that the main causes 
are lack of employment and food. Given the findings 
of the present study, monga mitigation requires a 
holistic approach that not only asks for government 
support but also for regional cooperation to alleviate 
flooding and climate change. 
 
The paper has also argued that monga has a gendered 
impact, affecting women differently and more 
severely than it does men. When the male char 
dwellers migrate to different regions in search of 
work, women are left behind and are overburdened 
with work. The female inhabitants’ lives are full of 
insecurities, uncertainties and anxieties. They have 
no fixed occupational pattern, no fixed income, and 
indeed,  no fixed home. This is especially true of the 
abandoned wives and widows.  
 
In the absence of male breadwinners, many women 
survive by taking loans, and often fund themselves 
trapped in long-term indebtedness. Among the poorer 
section of the char, women suffer the most by virtue, 
first, of being a dweller in the disaster-prone char 
area, and, second, from gender discrimination in the 
limited employment opportunities that are available.  
Women also suffer from the mental pressures 
associated with arduous work and indebtedness, 
leading to negative impacts on their health, especially 
their reproductive health. 
 
Over the years, however, women have developed 
their own coping mechanisms for dealing with monga 
and these have been discussed in this paper. While 
the paper recommends that some of the coping 
mechanisms be recognized and considered in 
government and NGO policy, the point is not to 
romanticize or even encourage some of these coping 
mechanisms. For example, in the long run, reduced 
food consumption can badly affect women’s 
reproductive health. Finally, the paper has critically 
analyzed the role of NGOs in mitigating monga in the 
char areas. The monga mitigation program has 
brought many positive changes discussed earlier. But 
as many scholars have shown in other contexts, 
NGOs play a contradictory role through their credit 
schemes that often trap the women in the persistent 

cycle of a loan culture. Therefore, providing loans to 
the women must go hand in hand with providing 
them with employment opportunities. 
 

Recommendations 
 
The recommendations for mitigating monga are 
suggested by the respondents as well as by the NGO 
personnel.  
 
• Monga cannot be mitigated with only one 

program. Providing employment to people will 
not automatically change their status. They must 
have the capacity to retain it. Enhancing their 
capacity also will not change their status until 
they are empowered to decide whether they will 
work or not or where they will work. So an 
integrated approach is needed for mitigating 
monga.9 

 
•  Different monga mitigation programs should be 

undertaken for different areas. In other words, a 
local perspective should be emphasized while 
planning a monga mitigation program. 

 
• River erosion must be controlled and it cannot be 

done without the cooperation of the government. 
Dialogue with the neighboring countries at the 
regional level can be helpful in this perspective.10 

Other disasters, such as flood and drought have to 
be regulated through adequate measures. 

 
• Continuous dialogue must be held on climate 

change at the local, national, regional and 
international levels. This problem cannot be 
solved without the cooperation of the richer 
countries.  

 
• An accountable government must be insured to 

reduce the level of corruption at the local level in 
distributing VGF cards and other relief during the 
disaster period. 

 
• The char dwellers must be trained on disaster 

management so that they can safeguard their 
assets from being destroyed during any disaster. 

 
• The prices of daily necessary products must be 

better controlled and the government is 
accountable for this task. 

 
• The char dwellers should be provided with the 

type of work that will help them prosper. If they 
are just given money, they will spend it in on food 
consumption. But if they are given something 
productive, cows for example, they themselves 
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• will create a way of self-employment and a way 
of earning money.11 

 
• The communication and transport system in the 

char area must be developed. A bridge can be 
built on the river between the mainland and the 
char and a mobile phone network can be created 
there. 

 
• Non-farm industries may be established in the 

char area. 
 
• The capacity of the people may be enhanced by 

increasing their mobility and awareness and by 
providing them with training on different non-
agricultural work. 

 
• The literacy rate ought to be enhanced, especially 

the female literacy rate in the char area.12  
 
• Home-based employment opportunities for 

women could be encouraged such as weaving, 
mat-making, etc.  

 
• Enhanced awareness is needed on population 

control, dowry, and women’s rights in the char 
area. 

 
• Train farmers to change the cropping patterns by 

adopting crop diversification in the monga-prone 
areas. 

 
Endnotes 

 
1. See also 
  www.irinnews.org/Report.aspx?ReportId=80723 

- 58k 
2. See also  
 www.irinnews.org/Report.aspx?ReportId=80723 

- 58k 
3. Char refers to the strip of sandy land rising out 

of a river bed 
4. The Bramhaputra river is also named as Jamuna 

river at some crossing points of the river. 
5. Khas land is a land which belong to the 

government 
6. One bigha is equivalent to 20 Kathas/ 0.13378 

hectare, One hectare is equivalent to 2.4710 
acres/7.4749 bigha, One acre is equivalent to

 3bigha/ 60 katha/ 0.404 hectare and One katha is 
equivalent to 720 sq feet/66.91 sq meters 

 
7. Samity is a local term which stands for 

association or cooperative 
 
8. Hawlat neya is a local term which means 

borrowing something 
9. This point was raised by Abdus Salam, the 

Director of GUK 
10. This was recommended by one of the female 

respondents.  
11. This was pointed out by one of the female 

respondents.  
12. This issue was raised by one of the female 

respondents.  
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Are Exports and Imports of Bangladesh Cointegrated?  
 

Mohammad Muaz Jalil 
 

Abstract 
 
This paper uses the Johansen and Juselius cointegration technique to examine the long-run convergence between 
imports and exports for Bangladesh. For all measures (or cases), both the unrestricted and restricted cointegration 
results demonstrate that there exists a long-run relationship between Bangladesh’s exports and imports. This 
indicates the effectiveness of Bangladesh’s long-term macroeconomic planning in stabilizing trade balance. The 
implication is that the country is not in violation of its international budget constraint. 
 

Introduction 
 
Bangladesh has a growing economy with  substantive 
and increasing dependence on international trade. 
This reliance is likely to rise further as the country 
tries to liberalize its economy and become more 
market driven. Recently a report by Goldman Sachs 
(2005), placed Bangladesh among the prospective 11 
countries, the N-11, that can become the next 
economic tigers; however, they pointed out that trade 
liberalization will play a crucial role in determining 
the outcome. Yet, after independence in 1971, 
Bangladesh embarked on a rather inward- oriented 
development strategy with highly regulated financial, 
fiscal and industrial policy which was geared more 
towards import substitution rather than export led 
development (Khan, 2001; Aziz, 2008). As a result, it 
created an anti-export bias within the economy and 
was ranked among the top in price distortions caused 
by high tariff barriers (Mamun and Nath, 2005; 
Uddin and Ahmed, 2009). However, during the 80s 
there was dismal economic performance with 
stagnating GDP, fiscal deficit, high inflation, and low 
industrial output; at the same time success of export 
growth strategy became evident (Love, 1995; Aziz, 
2008). This provided the right incentives to initiate a 
policy shift from that of import substitution to that of 
export promotion (Mamun and Nath, 2005; Uddin 
and Ahmed, 2009).   
 
The process was facilitated by liberalization of 
international trade through simplification and 
rationalization of the tariff structure and deregulation 
of the import process (Bashar and Khan, 2009). Other 
export promotion activities entailed introduction of 
an export processing zone, allowing back-to-back 
L/C, introducing financial sector reforms, and 
encouraging privatization of state owned enterprises 
(Ahmed, 2001; Bashar and Khan, 2009). These were 
mostly initiated in 1980s, but gained momentum 
toward the end of the 1990s after democratic 
institutions were put in place. Since then Bangladesh 
has pursued a trade policy of liberalization in line 

with the Uruguay Round Accord of the World Trade 
Organization (Aziz, 2008).    
 
Bangladesh’s reliance on trade is illustrated in 
Appendix 1. In the last column is a measure of the  
degree of openness (exports plus imports divided by 
nominal GDP), which seems to be steadily increasing 
since 1995, and is expected to grow further in the 
future. In the mid-70s this ratio stood at 9% (not 
shown here) which steadily grew to 20% by the 
1980s but after that it stagnated and the ratio 
remained at around 20% in the early 1990s. 
However, as mentioned before, after a democratic 
process was initiated, trade liberalization and 
privatization initiatives were taken up. As a result by 
2000, this ratio stood at 33%. Also as a first step 
toward financial liberalization, the government 
allowed the Bangladeshi Taka to float against the 
U.S. dollar (Tang, 2006), which was previously 
pegged against a basket of goods. 
 
From Appendix 1, it becomes obvious that exports 
have grown faster than imports, much in line with 
GDP growth; however, recently the rate of import has 
steadily gained pace too. This has motivated many 
researchers to test the Export Led Growth (ELG) 
hypothesis for Bangladesh. Most authors found a 
positive relationship between export and economic 
growth (Rashid, 2000; Ahmed, 2001; Mamun and 
Nath, 2005). Bashar and Khan (2009) also tested the 
same hypothesis, but they focused on effectiveness of 
trade and financial policies separately. They found 
that trade liberalization had a positive impact on 
Bangladesh’s economic growth while financial 
liberalization had a negative effect, which is indeed 
interesting. 
 
It is worth noting that a country’s trade volume 
reflects the collective effects of different 
macroeconomic policies. As Oskooee and Rhee 
(1997) discuss, it is difficult to assess the effects of 
one policy without  controlling for the others.  And at 
times, policy makers may seek to find out the 
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combined effects of all policies on the trade balance. 
To investigate the collective effect of many policies 
on international trade, one can look for the long-run 
equilibrium relationship between export and import, 
as Oskooee (1994) and Oskooee and Rhee (1997) did 
for Australia and Korea respectively. Thus, in recent 
years, studies performed on this subject have focused 
mainly on the cointegration relationship between 
imports and exports (Arize, 2002; Irandoust & 
Ericsson, 2004; Choong ,Choo, & Yusop., 2004; 
Narayan  & Narayan, 2004; Narayan & Narayan,  
2005; Erbaykal & Karaca, 2008). The logic of 
cointegration between exports and imports implies 
that trade deficits are only short-term phenomena and 
thus sustainable in the long-run. On that note the 
article proposes to analyze the relationship between 
exports and imports in Bangladesh and to see if there 
exists such a cointegration relationship between the 
exports and imports of Bangladesh. 
 
The next section provides a review of the current 
literature on this topic. Then a brief discussion of the 
theoretical model employed in the paper is presented. 
The subsequent sections elaborate on the data and 
methodology used in the study, the empirical results, 
and the conclusions. 
 

Literature Review 
 
Empirical investigation about the long-run 
relationship between exports and imports has 
received considerable attention in the area of 
international trade. Oskooee (1994) has used the 
cointegration technique to examine the long-run 
relation between Australian exports and imports, and 
found that they converge in the long-run. A similar 
study by Oskooee and Rhee (1997) investigated the 
relationship for Korea, the hypothesis of 
cointegration between exports and imports could not 
be rejected. Arize (2002), using Johansen’s technique 
on a sample of 50 countries,provided evidence on the 
long-run convergence between exports and imports 
over the period 1973-1998. This study found 
exclusive evidence of cointegration between imports 
and exports for a majority of the countries and 
supported the views of prior studies. 
 
Irandoust and Ericsson (2004) analyzed the long-run 
convergence between exports and imports for some 
selected industrial countries by using the Johansen 
and Juselius method. The findings of the study 
suggested that except for UK, all other countries in 
that sample were aligned with their international 
budget constraint1. Therefore the results revealed that 
in the cases of Germany, Sweden and USA, short-run 
trade imbalances were temporary phenomena and 

were sustainable in the long-run. The conclusion was 
that the macroeconomic policies of those countries 
have been extremely effective in bringing imports 
and exports to converge towards equilibrium in the 
long-run.  

 
Further research has been done at a country-specific 
level and the methodologies employed were almost 
identical. All the studies follow the Johansen and 
Juselius cointegration technique to see if export and 
import are indeed cointegrated.  Choong et al. (2004) 
investigated the trade balance of Malaysisa while 
Naqvi and Murimune (2005) focused on Pakistan. In 
both cases it was found that the respective countries 
were not in violation of the international budget 
constraint.  However in the case of Turkey (Erbaykal 
and Karaca, 2008), the conclusion was that the 
country’s trade deficit was not sustainable. This was 
because it was found that the slope coefficients  
obtained from the equations derived from the export 
and import series was less than 1, even though there 
existed a cointegration relationship between them. 
Thus the existence of a cointegration relationship 
between imports and exports is a necessary condition 
to achieve equilibrium in the long-run but not a 
sufficient one.  
 
Herzer and Lehmann (2005) found that despite the 
balance-of-payments crisis of 1982-83, Chile's 
macroeconomic policies have been effective in the 
long-run and showed that Chile was not in violation 
of its international budget constraint. The paper 
utilized the Gregory and Hansen (1996)  
cointegration technique, which allows for an 
endogenously determined structural break in the 
cointegration relationship: for standard cointegration 
tests, a structural break in the cointegrating relation 
introduces a spurious unit root that leads to a 
rejection of cointegration. A similar method was used 
by Tang (2006) for OIC member countries. But the 
downside of the Gregory and Hansen framework is 
that it requires sufficient data points before and after 
the structural break. Thus, in the case of countries 
with few data points (like the LDCs) the possibility 
of using the Gregory and Hansen procedure is very 
limited as invariably there might be too few data 
points before or after the structural break. As Hakkio 
and Rush (1991) have shown, the ability of tests to 
detect cointegration is a function of the total sample 
length and not a function of data frequency. 
However, the method has gained in popularity and is 
especially useful for cases where we know that there 
might be astructural break, as in the case of Chile, 
and when there is large dataset available, for 
example, panel data or quarterly export data for a 
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number  of  years.  In the  following  section  we  will  
briefly review the theoretical model used in the 
paper. 
 

Model 
 
Following Husted (1992), a consumer can be 
considered as one who lives in an open economy with 
no government intervention. It is assumed that 
consumers maximize their utility functions, subject to 
a certain budget constraint, and to achieve maximum 
utility, they borrow and lend in the international 
markets at a predetermined, world interest rate. The 
consumers’ revenues consist of an endowment of 
outputs and profits distributed from firms. These 
revenues are used by the consumers for their 
consumption and savings. Thus, the individual’s 
current period (t) budget constraint is as follows:  
 
Ct  =  Yt  +  Bt ─It ─  (1 + rt) Bt-1                             (1) 
 
Where Ct is current consumption; Yt is output level; 
Bt is the international borrowings; It is investment; rt 
is the current world interest rate; and (1 + rt) Bt-1 is 
the debt of the previous period, which corresponds to 
the country’s external debt.  Since condition (1) must 
hold for each and every time period (t = 1, 2, 3 …∞ ), 
the international budget constraint can be obtained by 
the summation of all individuals’ budget constraint in 
the economy: 

 
Bt  =   TBt +                      (2) 
 
Where TBt = Xt – Mt (= Yt – Ct – It) indicates the 
trade balance in period t, Xt is the exports, Mt equals 
imports, and λt = 1/ (1 + rt) is the discount factor 
defined as the product of the first t values of λ. If the 
last term of equation (2) equals zero, this means a 
country’s borrowing Bt (lending) is exactly the same 
as the present value of the future trade surpluses 
(deficits). We can derive the testable model by 
rearranging equation (1) as:  

 
Zt  +  (1 + r)  Bt-1  =  Xt  +  B                                    (3) 
 
Where, Zt = Mt + (rt + r) Bt-1 and it is assumed that 
world interest rate is stationary with unconditional 
mean r. The left hand terms of equation (3) show the 
country’s payments to the world and the right hand 
terms show the earnings and borrowings of the 
country from the world. This equation (3) was 
expressed in a more elaborate form by Hakkio and 
Rush (1991) and from that we can derive a simple 
and standardized testable regression: 

 
Xt  =  a  +  b  *MMt  +  et                                         (4) 

Here, Xt  is the natural logarithm of Exports of goods 
and services (ln Exports); MMt = Mt + rt Bt-1 and 
measures imports of goods and services, plus net 
interest payments, plus net unilateral transfers Husted 
(1992) then made several assumptions to derive a 
testable model where we simply use Mt, imports of 
goods and services, and Xt, exports of goods and 
services. For in-depth discussion on the aforesaid 
formulation please refer to Husted (1992), Choong et 
al. (2004) and Tang (2006). In case of both export 
and import data, the natural logarithm values are 
taken into consideration instead of their actual values 
(Irandoust and Ericsson, 2004)2. 
 
As Irandoust and Ericson (2004) and Herzer and 
Lehmann (2005) describe, the null hypothesis is that 
the economy satisfies its international budget 
constraint, which in turn implies that it is expected 
that b = 1, and e t is a stationary process which 
includes all short-term dynamics. In other words, if X 

t and Mt are non-stationary and trending, then under 
the null hypothesis they are cotrending 
(cointegrating) with cointegrating vector b = (1, -1). 
If both of the conditions are valid, then the economy 
satisfies its international budget constraint (Fountas 
and Wu, 1998). However, if b is less than one, the 
economy will fail to satisfy its budget constraint, 
(Hakkio and Rush, 1991; Husted, 1992). 

 
Data Sources 

 
We are now in a position to apply the cointegration 
technique for Bangladesh. For each variable four 
different measures are employed, a significant 
improvement from Uddin (2008) and Tang (2006), 
both of whom mostly use nominal values of exports 
and imports.  The first measure is the nominal values 
of each variable in terms of Bangladeshi Taka (BDT). 
We denote these by CXT for exports and CMT for 
imports.  The second measure is also a nominal 
measure, but in terms of the U.S. dollar (USD).  
These are denoted by CXD for exports and CMD for 
imports. The third measure for each variable is the 
real exports (KXT) and real imports (KMT) in terms 
of constant taka (1990), which is available in United 
Nations Statistics Division (UNSD) National 
Accounts Main Aggregates database.   
 
Finally, the fourth set of measures are also in real 
terms; this time we deflate CXD and CMD by PXD 
and PMD, where PXD and PMD are implicit export 
and import prices in terms of the U.S. dollar 
respectively. The implicit prices of exports and 
imports in USD are available in the International 
Financial Statistics service database of the 
International Monetary Fund. The Penn World Table 
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(version 6.2) was also used for reference. As for time 
period, 1972 is our starting period as Bangladesh 
gained independence in 1971, while 2008 was the 
latest period for which data on all variables were 
available.  
 

Methodology 
 

In testing the long-run relationship between exports 
and imports by applying cointegration procedures, 
one measure is employed for each variable in this 
paper. The measure is simply the natural logarithm of 
the real value of exports and imports in US dollar, 
denoted by Exp (Xt) and Imp (Mt). The model in 
equation (4) postulates a static long-run relationship. 
Before establishing the relationship, it is necessary 
for the time series data to check whether the variables 
to be tested are stationary or not. If the variables are 
non-stationary, they may lead to spurious 
relationships and the t and F tests will produce less 
standard decisions3. Figures 1 and 2 (from the 
graphical examination) give a primary impression 
that the variables are non-stationary on their levels. 
Unit-root test is performed thereafter on each variable 

to determine stationarity. If the variables are non-
stationary, they need to be differenced until they 
become stationary; after taking the first difference, 
the variables are expected to become stationary.  
 
The measures (Export and Import) are crucial in 
reflecting the effectiveness of macroeconomic 
policies in the Bangladesh economy. If we see that 
there is convergence towards equilibrium, then it 
signifies the overall effectiveness of Bangladesh’s 
past macroeconomic policies in stabilizing trade 
conditions, which does not exceed the international 
budget. 
 
Graphical Examination of the Relationship 

 
The graphical representation of the relationship 
between exports and imports is presented for the 
period 1972-2008. Figure 1 shows the natural 
logarithmic values of constant exports and imports in 
national currency (BDT), while Figure 2 
demonstrates the nominal exports and imports in 
USD. 

 
 

Figure 1: Trade Data of Goods and Services (National Currency) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 Please refer to Appendix 2 for figures on nominal exports and imports in national currency (BDT) and 
 the constant exports and imports in USD 
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Figure 2: Trade Data of Goods and Services (USD) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Exports and imports exhibit a pattern of moving 
closely together from 1992 in both figures, indicating 
a convergent relationship among the variables, 
although from 1972 until 1992, the two series moved 
towards each other reducing their gap and after that 
they maintained a constant distance. Since the figures 
are in logarithmic scale, what is interesting to note is 
that in both figures, irrespective of the denomination 
of the currency or the nominal/constant nature of 
measurement, export seems to display a higher 
growth rate than import. So even though in the initial 
stage Bangladesh had a high trade deficit, if it 
maintains it current trajectory, export would soon 
equal or outstrip import. Also based on visual 
inspection it does seem that all the series are non-
stationary and move together but there doesn’t seem 
to be any structural break as such.  In  the following 
subsection we will perform the unit root test.   
 
Testing the Variables for Unit-Root 
 
The most widely used test for checking the presence 
of unit-roots in a variable is the Augmented Dickey-
Fuller (ADF) test. All the variables are found to be 
non stationary when no trend component is added; 
however, a number of variables become stationary or 
nearly so once trend is incorporated in the ADF 
framework. The complete table of the ADF test is 
provided in Appendix 3. Since all the variables have 
a non-zero mean and exhibit a linear trend, it is 
probably more appropriate to use the ADF-GLS test, 

which is a variant of the Dickey-Fuller test for a unit 
root. The difference is that the de-meaning or de-
trending of the variable is done using the GLS 
procedure suggested by Elliott, Rothenberg and Stock 
(1996). This gives a test of greater power than the 
standard Dickey-Fuller approach.  Also in the case of 
the test with linear trend using GLS, p-values are not 
applicable; critical values from in Elliott, Rothenberg 
and Stock (1996) are used instead.  
 
Appendix 3 provides the detailed tables from the unit 
root exercise for both ADF and ADF-GLS test. In 
almost all cases the test revealed that indeed the 
variables are I(1) at 5% critical values. However 
conflicting result arises in case of CXD  (Nominal 
Export in USD) and CMD ( Nominal Import in 
USD), which are found to be I(1) under ADF test 
(with or without trend) but trend stationary under 
ADF-GLS. One reason for this could be because 
Bangladesh introduced floating exchange rate in 
2000 (Tang, 2006) and therefore the author 
performed the same test on a truncated dataset 
containing data points from 1972-1999 and it was 
found that both the variable became non stationary as 
predicted by ADF test. Unfortunately one cannot test 
whether the variables become trend stationary 
afterwards as there are only 9 data points from 2000-
2008. However, for consistency we treat these 
variables as non-stationary variables and review the 
results for the CMD/CXD with some caution. 
Furthermore we will also use the truncated dataset to 
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test for cointegration, in case of CXD/CMD 
parameters.   
 
Following Dickey et al. (1986) the choice of lags in 
the ADF was governed by the level of significance of 
estimated lag coefficients using the standard t-test.  
The results, not reported but available upon request, 
showed that all variables are first difference 
stationary. Now that we have shown that all variables 
are I(1), we look next into whether there exists a 
conintegration relationship between export and 
import.   

 
Estimating the Relationship between Exports and 
Imports  
 
Using the Johansen procedure, which is the most 
sophisticated procedure for cointegration analysis4, 
one has to estimate an unrestricted Vector of 
Autoregression (VAR) of the following form: 
 
ΔXt = α + Γ1ΔXt-1 + Γ2ΔXt-2 +……+ Γk-1ΔXt-k-1 + ΓXt-k 
+ ut                                                                           (7) 
 
Where, Δ is the difference operator, Xt is a (n×1) 
vector of non-stationary variables (on their levels) 
and ut is also the (n×1) vector of random errors which 
is distributed with mean zero and variance matrix δ2 
[ut ~ N(0, δ2)] which means that ut is a white noise 
disturbance term. Furthermore, Γk-1 = I – [Π1……… 
Πk-1] and Γk = I – [Π1……… Πk], where I stands for 
identity matrix. 
 
The matrix Γ contains the key information on long-
run relationship between the variables. The rank 
(usually denoted by ‘r’) of Γ determines the 
cointegrating vectors of the variables. If the rank of Γ 
equals zero, then the variables are not cointegrated. 
Following this decision, if rank ‘r’ is equal to one, 
this means there exists one cointegrating vector and 
finally, if 1 < r < n, there are multiple cointegrating 
vectors. For greater detail on the 
framework/procedure readers are requested to review 
Johansen-Juselius (1990, 1992), Oskooee and Rhee 
(1997). 
 
The first and foremost task for performing Johansen-
Juselius procedure is to choose an autoregressive 
order (p). For this we will start from four lags and try 
to identify, using various information criteria, which 
lag order is best for the setup; Appendix 3 provides 
the detailed table from this exercise. We see that for 
both nominal and constant values in national 
currency, the choice lag is one, but in case of USD 
for both nominal and constant term the choice lag is 
mostly three and this holds true even for truncated 
dataset. Based on this information we estimate the 

Johansen-Juselius Cointegration Test; Trace test and 
the maximum eigenvalue test are performed in this 
paper to calculate the nature of cointegration between 
export and import. 
 
With the same order of integration between the 
variables, we have satisfied the condition for the 
Johansen and Juselius multivariate cointegration test 
in investigating the long-run relationship between 
exports and imports for all cases. In Table 1 (Panel 
A), we can reject the null hypothesis of         r = 0 
against its alternative r = 1, for all measurements, or 
cases at the 95% confidence level. However, we 
failed to reject the null hypothesis of r ≤ 0 against its 
alternative r =2 at the same level of significance. 
Therefore, we conclude that there exists a single 
cointegrating vector in all cases.  
 
In addition, there appears to be a positive relationship 
between exports and imports in the long term, as 
indicated by the estimated cointegrating vectors for 
all cases in Panel B. In all cases the estimates are 
highly significant; (standard errors not shown here 
but available upon request). As can be seen from 
Table 1 all estimated cointegrating coefficients are 
positive. Following Husted (1992), Oskooee (1994) , 
and Oskooee and Rhee (1997), we interpret these 
findings as Bangladesh not being in violation of its 
international budget constraint or as Bangladesh’s 
macroeconomic policies overall being effective  in  
bringing its imports and exports  into a long-run 
equilibrium. 
 
We see that in all cases the coefficient of import is 
much larger than 1 and the Wald statistic (not shown 
here), which follows a chi-square distribution, 
conclusively rejects the null hypothesis that the 
coefficient is 1.  However, since the coefficient of 
import is greater than 1, the result does not affect our 
findings as similar findings were observed by 
Oskooee and Rhee (1997), Tang (2006), Irandoust 
and Ericsson (2004).  In addition the cointegration 
exercise for a truncated dataset covering 1972-1999 
was performed on nominal and constant measures of 
export and import in USD. The idea was to evaluate 
if the change in exchange rate policy, from being 
pegged to floating in 2000, had a significant impact 
on our results. The author found no such significant 
differences between the result from the truncated 
dataset and the ones in Table 1.  (The results are 
available upon request.)   
 
It is worth noting that the present study faces a 
serious constraint in the form of lack of data points 
covering a significant span of time.  Whereas, in the 
case of studies focusing on developed countries, 
quarterly data  covering few  decades were  available, 
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Table 1: The Results of Cointegration Test 
 

Panel A 
Hypothesis Test Statistics   

Null 
Hypothesis 

Alternative 
Hypothesis 

Trace 
Statistics p-values Maximum 

Eigenvalue p-values Lag 
Intervals 

Case 1: r = 0 r =1 33.100 0.000 30.210 0.000 1 
CXT & CMT r ≤ 0 r =2 2.890 0.089 2.890 0.089 1 
                
Case 2: r = 0 r =1 46.493 0.000 46.486 0.000 1 
KXT & KMT r ≤ 0 r =2 0.008 0.931 0.008 0.931 1 
                
Case 3: r = 0 r =1 33.088 0.000 31.353 0.000 3 
CXD & CMD r ≤ 0 r =2 1.734 0.188 1.734 0.188 3 
                
Case 4: r = 0 r =1 22.656 0.004 22.470 0.002 3 
KXD & KMD r ≤ 0 r =2 0.186 0.667 0.186 0.667 3 

 
 
 

 
Case CXT CMT KXT KMT CXD CMD KXD KMD 

1 1.000 -1.283             
2     1.000 -1.378         
3         1.000 -1.390     
4             1.000 -1.477 

 
 
in this paper only annual data could be used covering 
a maximum time period of 37 years. In future when 
sufficient data points are indeed available, may be in 
the form of quarterly data, a similar exercise might be 
carried out with greater emphasis on short run 
fluctuations and the speed of consequent correction 
or one could even focus on potential structural 
breaks.    
 

Summary and Conclusion 
 
This paper investigates the long-run relationship 
between Bangladesh’s imports and exports using 
cointegration analysis. The concern was whether the 
short-run imbalances in Bangladesh’s trade balance 
are sustainable in the long-run.  The evidence showed 
that Bangladesh’s imports and exports do have a 
tendency to converge to a long-run equilibrium 
indicating that trade imbalances are indeed 
sustainable in the long-run. The ultimate convergence 
towards equilibrium signifies the overall 
effectiveness of Bangladesh’s past macroeconomic 
policies in stabilizing trade conditions, which does 
not violate the international budget constraint. While 
the present paper does not delineate the individual 

effect of different policies, it is worth remembering 
that it was primarily because of the policy shift 
towards export promotion rather than import 
substitution, which stimulated economic growth 
within the country. Also, as a word of caution, the 
cointegrating relationship between export and import 
is only likely to be valid in the long run if things 
remain on track; for example, one ought not expect 
the results to hold true if the government were to 
initiate protectionist measures and subsidies to 
promote inefficient sectors at the expense of export 
oriented ones. 
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Endnotes 
 

1. This is not to be confused with inter-temporal 
budget constraint. Please refer to Oskooee and 
Rhee (1997), and Irandoust and Ericsson (2004) 
for greater detail. 

  
2. A logarithmic transformation of the variables 

compresses the scales of measurement. This 
often reduces the problem of heteroscedasticity 
as well.  

 
3.  In the case of spurious regression, non-stationary 

variables can produce highly significant 
meaningless correlation between variables, 
although in reality there may not exist such 
relationship. These types of spurious regressions 
often have the symptom of high R2 and very low 
Durbin-Watson (D-W) statistics and R2 > D-W 
statistics. This was found to be the case for all 
the relevant measures described in this section, 
thus providing preliminary evidence for lack of 
stationarity. 

 
4. Some extra benefits of this procedure clearly 

take an upper hand above all other tests for 
cointegration. The most outstanding feature of 
this procedure is its ability to find multiple 
cointegrating vectors which is not possible in 
Engle-Granger procedure and Unrestricted Error-
Correction Model (UECM). 
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Appendix - 1 
 

Year 

Current Export Current Import Current GDP 

Growth of Nominal  export 
and import (Base Year 

1975) 

 
Degree of 
Openness 

(BDT millions) (BDT millions) (BDT millions) Current 
Export 

Current 
Import 

[a+b]/c 
(a) (b) (c) 

 1971                     1,943                     3,313                 43,891  0.53 0.32 12% 
1972                     1,574                     3,809                 39,420  0.43 0.37 14% 
1973                     3,025                     5,484                 65,742  0.82 0.53 13% 
1974                     2,712                     7,582                 99,895  0.74 0.74 10% 
1975                     3,674                   10,279               164,008  1.00 1.00 9% 
1976                     5,242                   19,478               145,481  1.43 1.89 17% 
1977                     7,728                   13,589               152,975  2.10 1.32 14% 
1978                     8,205                   22,853               191,470  2.23 2.22 16% 
1979                   10,640                   27,512               229,519  2.90 2.68 17% 
1980                   14,016                   39,585               258,535  3.81 3.85 21% 
1981                   16,976                   46,705               305,195  4.62 4.54 21% 
1982                   18,841                   57,657               341,568  5.13 5.61 22% 
1983                   24,080                   61,770               387,952  6.55 6.01 22% 
1984                   26,064                   64,947               468,389  7.09 6.32 19% 
1985                   31,188                   74,355               536,630  8.49 7.23 20% 
1986                   33,855                   77,308               614,822  9.21 7.52 18% 
1987                   37,586                   88,105               711,054  10.23 8.57 18% 
1988                   45,014                 101,575               787,454  12.25 9.88 19% 
1989                   51,183                 118,949               869,823  13.93 11.57 20% 
1990                   61,420                 135,741               972,648  16.72 13.21 20% 
1991                   73,632                 135,123            1,100,327  20.04 13.15 19% 
1992                   90,693                 147,603            1,195,420  24.69 14.36 20% 
1993                 113,049                 176,825            1,253,700  30.77 17.20 23% 
1994                 121,892                 187,740            1,354,120  33.18 18.26 23% 
1995                 165,705                 264,540            1,525,180  45.10 25.74 28% 
1996                 184,359                 310,913            1,663,240  50.18 30.25 30% 
1997                 216,723                 325,591            1,807,010  58.99 31.68 30% 
1998                 266,809                 365,873            2,001,770  72.62 35.59 32% 
1999                 289,861                 409,927            2,196,970  78.90 39.88 32% 
2000                 331,446                 455,852            2,370,860  90.21 44.35 33% 
2001                 390,000                 545,134            2,535,460  106.15 53.03 37% 
2002                 390,021                 520,367            2,732,010  106.16 50.62 33% 
2003                 427,239                 602,221            3,005,801  116.29 58.59 34% 
2004                 514,938                 693,031            3,329,731  140.16 67.42 36% 
2005                 614,681                 854,323            3,707,070  167.31 83.11 40% 
2006                 788,788              1,049,491            4,157,279  214.69 102.10 44% 
2007                 934,403              1,261,628            4,724,769  254.33 122.74 46% 
2008              1,051,671              1,494,903            5,419,188  286.25 145.43 47% 
 
Source:  United Nation Statistical Database 
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Appendix – 2 

 
 

Figure 3: Nominal Trade data of Goods and Services (National Currency) 
 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 
 

Figure 4: Constant Trade data of Goods and Services (USD) 
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Appendix – 3 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Variables 

ADF  
 

Decision Without 
Trend 

With 
Trend 

 
KXT : Constant Export (BDT) 

 
0.996 

 
0.012 

Trend 
Stationary 

KMT : Constant Import (BDT) 0.956 0.000 Trend 
Stationary 

CXT : Nominal Export (BDT) 0.280 0.616 Non-stationary 

 
CMT: Nominal Import(BDT) 

 
0.104 

 
0.010 

Trend 
Stationary 

KXD : Constant Export (USD) 0.977 0.000 Trend 
Stationary 

KMD : Constant Import (USD) 0.982 0.001 Trend 
Stationary 

CXD  : Nominal Export (USD) 0.906 0.051 Non-stationary 

CMD : Nominal Import(USD) 0.771 0.537 Non-stationary 

 
 

Variables 

ADF GLS  
 

Decision With 
Trend 

KXT : Constant Export (BDT) -1.790 Non-stationary 

KMT : Constant Import (BDT) -1.219 Non-stationary 

CXT : Nominal Export (BDT) -1.329 Non-stationary 

CMT: Nominal Import(BDT) -1.499 Non-stationary 

KXD : Constant Export (USD) -2.063 Non-stationary 

KMD : Constant Import (USD) -2.406 Non-stationary 

CXD  : Nominal Export (USD) -4.946   Trend Stationary 

CMD : Nominal Import(USD) -3.340   Trend Stationary 

CXD  : Truncated 1972-1999 -3.204 Non-stationary 

CMD  : Truncated 1972-1999 -1.676 Non-stationary 

                                        10%     5%     2.5%    1% 
   Critical values:             -2.89   -3.19    -3.46  -3.77 
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Appendix-4 

 

VAR Lag Selection for Cointegration Test 

CXT-CMT           
Lags loglik p(LR) AIC BIC HQC 

1 68.65681   -3.676171* -3.313381* -3.554103* 
2 71.98998 0.15461 -3.63576 -3.09157 -3.45266 
3 74.18603 0.35553 -3.52643 -2.80085 -3.28229 
4 80.03861 0.01968 -3.6387 -2.73173 -3.33353 

            
KXT-KMT           

Lags loglik p(LR) AIC BIC HQC 
1 50.1643   -2.555412* -2.192623* -2.433345* 
2 51.50551 0.6123 -2.39427 -1.85009 -2.21117 
3 52.34411 0.79485 -2.20267 -1.47709 -1.95854 
4 54.78651 0.29932 -2.10827 -1.2013 -1.8031 

            
CXD-CMD           

Lags loglik p(LR) AIC BIC HQC 
1 56.73524   -2.95365 -2.59086 -2.83158 
2 68.27697 0.00012 -3.41073 -2.86654 -3.22762 
3 75.35084 0.00684 -3.59702 -2.871441* -3.352885* 
4 79.85281 0.061 -3.627443* -2.72047 -3.32227 

            
KXD-KMD           

Lags loglik p(LR) AIC BIC HQC 
1 57.81602   -3.01915 -2.65636 -2.89709 
2 72.14499 0.00001 -3.64515 -3.100967* -3.46205 
3 78.97412 0.00847 -3.816613* -3.09103 -3.572478* 
4 81.40055 0.30273 -3.72125 -2.81427 -3.41608 

The asterisks above indicate the best (that is, minimized) values of the respective information criteria, AIC = 
Akaike criterion, BIC = Schwartz Bayesian criterion and HQC = Hannan-Quinn criterion. 
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Abstract 

 
Infrastructure is considered as the engine of growth for an economy with possibilities of high return for investors. 
However, in Bangladesh the infrastructure sector has been constrained greatly due to fund shortage. Bangladesh is one 
of the highest remittance-recipient countries in the world, but the current savings schemes of the country are not 
attractive enough for the non-resident Bangladeshis (NRB). In this situation, an NRB Infrastructure Fund (NIF) can be 
established, where NRBs will invest in private infrastructure projects like toll roads, private power plants, land and  
seaport, etc. In 2004, the Government prepared the Bangladesh Private Sector Infrastructure Guidelines (BPSIG) that 
emphasized formation of NRB funds for infrastructure sectors. Except for three general mutual funds for NRB under 
Investment Corporation of Bangladesh (ICB), there has been no other initiative. The performance of the fund remains 
far below expectations. This paper proposes an NRB fund for private infrastructure development with option to trade the 
shares in the local market. The fund will be used for a longer period of time in the company in compliance with the 
infrastructure project parameters. The paper also provides some technical and commercial proposals for forming such a 
fund in the country and examines its impact on the economy as a whole. 
 

Introduction 
 
Bangladesh is one of the major labor exporting 
countries of the world. The total number of migrants 
from the country, officially, was 4.55 million from 
1976 to 2006. This is approximately 3.5% of the total 
population who send remittances to Bangladesh. A 
Bangladeshi living outside the country for six months is 
termed as Non-Resident Bangladeshi (NRB). 
According to Siddiqui (2003), some 200,000 or more 
Bangladeshis leave the country officially every year to 
work elsewhere while more than 1 million 
Bangladeshis live outside the country permanently, 
reflecting the extent of emigration. Most of these 
migrants send part of their earnings back home on a 
regular or irregular basis.  
 
The remittances sent by the NRBs amounted to $1.4 
billion in 2005-2006 (Bangladesh Bank, 2006), which 
placed Bangladesh at 14th position among top 
remittance recipient countries of the world. The growth 
rate of remittance inflow into Bangladesh is also very 
high and was 23% in 2006 (The Daily Star, 2006). 
According to Berlage et al. (2003), who compiled data 
from a number of information sources, Bangladesh was 
the sixth remittance receiving country in 1999 in the 
world in absolute figures. In 2009, the remittance 
growth rate was 20% though migrant workers 
decreased by 46% from 2008 to 2009. In 2009, 
remittance inflow reached $10.7 billion (The Daily 
Star, 2010).  
 
The Government of Bangladesh offers various savings 
instruments for the NRBs to attract remittances such as 
Non-Resident Foreign Currency Deposit (NFCD)1, US 
Dollar Premium Bond2, Wage Earners Development 
Bond3, etc. Furthermore, Non-resident Bangladeshi 

investors enjoy facilities similar to those of foreign 
investors. For foreign direct investment, there is no 
limitation pertaining to foreign equity participation, i.e. 
100 percent foreign equity is also allowed. Non-resident 
institutional or individual investors also can make 
portfolio investments in the stock exchanges in 
Bangladesh. Moreover, there is also a reserved quota 
for NRBs in case of newly issued shares/debentures 
(IPO) of Bangladeshi companies. Government of 
Bangladesh has also decided to select 50 
Important Non-Resident Bangladeshis (INRB) to honor 
them by providing extra privileges, treating them as 
VIP,  awarding certificates, providing public 
recognition, etc., for contributing to the national 
economy based on some criteria like investment up to 
USD $0.50 million in the industrial sector or 
remittances of USD $750,000 through proper banking 
channel. 
 
In spite of such initiatives, sufficient investments from 
NRBs have not yet been received. A previous study 
(INAFI, 2004) showed that 80% of the remittances 
received is used in non-productive expenditures. It also 
indicates that the current saving scheme, industrial 
environment, investment opportunity, scope of lucrative 
and long term return are not attractive enough for the 
NRBs. To provide  better investment opportunities for 
NRBs, as well as to develop the infrastructure sector of 
Bangladesh through private investment, the government 
has adopted a wide-range of liberalization initiatives 
and prepared the Bangladesh Private Sector 
Infrastructure Guideline (BPSIG). The Guidelines 
mention the private investor, a single or a consortium of 
few investors, especially NRBs as follows: “The 
Government shall encourage an infrastructure 
development fund or funds in which non-resident 
Bangladeshis may invest in developing Private 
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Infrastructure Projects” (BPSIG, 2004). The 
government has recently provided great emphasis on 
boosting private sector infrastructure projects (which 
are commonly known as Public Private Partnership or 
PPP projects) in the country. Special attention has been 
given to transport, power, health, and education sectors. 
The present government has adopted, for the first time, 
a PPP budget for fiscal year 2009-2010 which is 
parallel to the traditional development and revenue 
budget. The budget has provisions for technical 
assistance to develop new PPP projects in the country 
with a view to open up new opportunity for private 
sector investment. This will enable wider scope for 
NRBs to find more suitable PPP projects in which to 
invest.  
 
But until now the government has not been able to take 
enough initiative to develop a NRB infrastructure fund 
in Bangladesh, except for three general mutual funds 
operated by the Investment Corporation of Bangladesh. 
The total current value of the three funds stands at an 
approximate value of USD $40 million up to June 2010 
(DSE, 2010). These NRB mutual funds are  like  
normal mutual funds in the stock exchange that 
maintain a portfolio consisting of the shares and bonds 
of any type of company and only involved in 
investment rather than  any operational  activities. This 
paper suggests a model for the NRB fund for 
infrastructure development with critical examination of 
its necessity for the country. This proposed fund 
focuses exclusively on private infrastructure related 
projects via Public Private Partnership (PPP) projects. 
Moreover, this fund will consider maintenance of a 
project portfolio including the shares and bonds of other 
existing infrastructure projects.  
 

The Economic Role of NRB Funds 
 
According to a recent study on investment in 
infrastructure needed in Bangladesh to achieve the 
Millennium Development Goals (MDG), an amount of 
USD $85 billion would be required in just four sectors: 
power, water and sanitation, roads, and telecom. This 
amount would exceed USD $100 billion if other 
infrastructure sectors are considered. The total 
investment in the currently pipelined private 
infrastructure projects is approximately USD $3,639 
million. An NRB Infrastructure Fund is expected to 
bridge the deficiency. The initial size of the NRB 
Infrastructure Fund could be in the range of USD $7-15 
million.  
 
At the same time, the experiences of PPP projects in 
Bangladesh are very good; at least 35 PPP projects have 
been operational in power, land port, optic fiber, PSTN 
(Public Switched Telephone Network), etc. The rate of 
return of these projects generally vary from 15-30% (as 
evidenced from expected IRR in the tenders submitted 
and subsequent reflection in the concession agreement 
signed and Annual report of the Special Purpose 

Vehicles or SPVs). More than 80% of the PPP projects 
that have gone to tendering have been implemented in 
Bangladesh. Except few of them (3 land ports 
particularly), almost all other projects have been 
earning more than the projected IRR (as evident from 
the royalty they have been providing to Executing 
Agencies, otherwise there would be court cases, as 
these are fixed in the concession agreement). And none 
of the PPP projects has been calculated at less than 15% 
IRR as per the tenders submitted. This suggests that 
NRB infrastructure fund is not riskier. A number of 
PPP projects, especially under Investment Promotion 
and Financing Facility (IPFF), have been financed by 
Industrial and Infrastructure Development Finance 
Company (IIDFC), Infrastructure Development 
Company, Ltd. (IDCOL), Industrial Development 
Leasing Company (IDLC), and few other financial 
institutions (mostly with bank syndication). Now, 
basically for large PPPs, the existing PPP financing 
facilities are not sufficient. IPFF and IDCOL have 
come forward for financing some of them. The result 
was outstanding achievement (for IPFF of the World 
Bank with USD 57m, the planned four year project has 
been completed disbursing all the amount within two 
years) which emphasizes the necessity of alternative 
financing vehicles like the proposed NRB fund. This 
has a good potential market for the proposed fund. 
 
Regarding the financing of PPP projects, the loan 
repayment period ranges from 10 to 25 years where 
IPFF provides for 20 years while Public-Private 
Infrastructure Development Facility (PPIDF) of IDCOL 
also provides for more than 15 years. But the most 
available and popular deposit schemes of commercial 
banks are shorter term, mostly for 5 years. So, the 
existing financial institutions (apart from that of IPFF 
and IDCOL) of Bangladesh are rarely willing to 
provide long-term loan facility to any project. As a 
result, investors of infrastructure projects suffer 
immensely from lack of funds. To address this 
difficulty, an infrastructure fund could be formed, 
which will provide investors with long-term financing 
facility. 
 
Every year a huge amount of remittance comes into 
Bangladesh through unofficial channels. According to 
the World Bank’s survey of households, informal 
sources of remittances are higher than that of formal 
channels (formal 46% and informal 54%) (World Bank, 
2006). Studies show that 40% of total remittances are 
sourced through the illegal hundi business, 46% 
through official source,  some 4.61% is coursed through 
friends and relatives, and 8% by migrant workers when 
they come home (The Daily Star, 2004).  
 
In 2004, the central bank adopted strict measures to 
prevent unofficial channels of foreign exchange 
transfers. The Bangladesh Bank continues its efforts to 
encourage NRBs to send their money through official 
channels. Although the flow of remittance through 
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official channels is increasing, changed economic 
policies in some emigration countries encouraged 
migrants to send more remittances to their home 
country. Moreover, the remittance inflow has increased 
due to the newly introduced, easier, and cheaper 
processes for sending remittance (The Daily Star, 
2002). Earlier the Nationalized Commercial Banks 
(NCBs) were the main official channels to transfer 
remittance. The NCBs have some overseas branches in 
the United States, Europe and Middle East. But the 
process of transferring remittance through NCBs is 
lengthy and takes a few days. Consequently, private 
commercial banks (PCBs) have come forward with 
remittance business providing quick and reliable 
services and attracting the Bangladeshi wage earners to 
send money home through banking channels. 
Moreover, the recent financial crisis and meltdown of 
many banks around the world influenced NRBs to 
consider their home country as a safer place for savings. 
That is another reason remittance inflows increased 
since 2009.  
 
Normally investment in the stock market and industrial 
sector is very risky for non-resident individuals who 
have no previous experience in these sectors and stay 
far away. As a result, their real opportunity for 
investment is too little to influence them to save and 
invest more in their home country. Thus, at present, if 
proper initiative can be taken, annual NRB investment 
would be more than US $1 billion in Bangladesh.  
 

Formation and Operation of the Fund 
 
The proposed infrastructure fund is planned to be 
created by pooling money from NRBs. This fund may 
be formed as a trust and also as a public limited 
company. The stakeholders of the fund will be 
sponsors, trustees, companies, and private investors – 
i.e., NRBs. 
 
The Model of the NRB Fund 
 
The fund is to be initiated by some sponsors who will 
create a trust on paper by a trust deed with some well 
known personalities in the Board of Trustees. For 
example, initially the chairman of the Board of 
Investments (BOI) or any renowned local person or 
NRB can chair the board of trustees. The sponsors will 
apply to the local registration office to register it as a 
trust. After the registration, the trustees will open a 
special purpose bank account of the trust. The sponsors 
will provide some ‘seed money’ in the account. 
Bangladesh Bank (the central bank of Bangladesh) can 
act as the lead sponsor and a few reputed financial 
institutions can also contribute. Then it needs to be 
registered as a public limited company. The board of 
trustees will work as the board of governor of the 
company and will appoint the CEO or fund manager 
and top executives to run the company. The company 
may invest in its own projects (for the long term) as 

well as other PPP projects of various SPVs. The 
company then applies to the Securities and Exchange 
Commission (SEC) for enlisting in the capital markets. 
Then the company will officially invite subscriptions 
from NRBs through floating shares of the fund.  

 
Modes of Participation in the Fund 
 
The NRBs will subscribe to shares of the fund by the 
following modes. 
 

a) Subscription through local account: A NRB 
can apply directly, by enclosing a foreign 
currency demand draft drawn on a bank 
payable at Dhaka, or through a nominee 
(including a Bank or a Company) by paying 
from foreign currency deposit account 
maintained in Bangladesh. The value of 
securities may be paid in Taka, US Dollar or 
UK Pound Sterling at the rate of exchange 
mentioned on the application form. Refund 
against over subscription shall be made in the 
currency in which the applicant paid the value 
of shares. The same could be reversed for 
withdrawing the investment. 

 
b) Subscription through foreign currency 

account: Bangladesh government can open 
some foreign accounts in countries from where 
it receives majority of the remittances, like 
KSA, UAE, UK, USA etc., for facilitating the 
NRBs to subscribe into the infrastructure fund. 
Money from these accounts would be 
channeled into the fund at  the company’s 
disposal.  

 
c) Exiting from the fund: NRBs can exit from the 

fund by off-loading their shares in the stock 
market. This infrastructure fund will be listed 
in Bangladeshi stock markets. It can also be 
listed in other stock exchanges of some major 
countries like KSA, UAE, UK, USA, etc., 
from where most of remittances come. This 
will give NRBs an easy option to sell their 
shares and withdraw the investments. 

 
Mode of Investment by the Fund 
 
The Company would make investments with the pooled 
money after assessing potentially viable infrastructure 
projects. Based on the project selection and modes of 
investment, it will help to add value to this fund. This 
fund could be invested in two ways: equity and debt. 
Equity involvement could come in two forms: 
 

i. Direct equity: The fund can take part in the 
direct equity form when a project company is 
awarded with the contract of building or 
operating the private infrastructure projects. It 
can also act as a sponsor (equity holder) or 
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subordinate sponsor during the submission of 
the bid documents to get the contract. 

 
ii. Pre-IPO private placement: A company offers 

private placement scheme to institutional 
sponsors before floating IPOs to increase the 
credibility of the incumbent IPO. This incurs 
less cost for the company as it does not need 
any floatation or underwriting cost and it 
increases the credibility of the incumbent 
Initial Public Offering (IPO). The company 
can subscribe to this option of equity 
participation after analyzing all the critical 
issues of a company’s financial strength. This 
share can easily be off-loaded once the 
company is listed in the stock exchange.  

 
Debt involvement also comes in two forms:  
 

i. Direct Debt: It is a direct participation (non-
transferable) by the Infrastructure Fund for 
financing an infrastructure project and the debt 
terms which will be negotiated between the 
company and the lead financier. Generally, the 
debt portion of a PPP project is covered 
through banking syndication where a lead 
financier acts on behalf of the consortium 
members. This type of financing will enjoy the 
facilities as a senior lender, but as this is a 
long-term investment, high discretionary 
measures should be taken from the fund 
management’s point of view.  

ii. Funded Debt: This involves long-term debt 
and the instruments to be used are bonds and 
debentures (transferable). This is typically 
repaid in regular amounts over the life of the 
bonds in equal installments. The issuer of 
these instruments can buy it back from the 
holders before the stated maturity date at the 
call price, which is higher than the par value. 
This could be a good fund diversification tool 
as it is less risky but provides a guaranteed 
return. This type of financing will enjoy all the 
facilities a subordinate lender enjoys in the 
debt structure. 

 
Discussion 

 
The proposed company will help in channeling the 
remittances of NRBs for infrastructure development of 
the country. It has good potential to allow the huge 
amount of remittances to be tagged in a pool of funds 
which can be utilized for infrastructure development of 
the country. Generally NRBs invest through family 
channels or social relationships in discrete investments. 
If they invest in the fund, it has to ensure comfort to 
them that their investment is professionally managed. 
The operation of the fund will need to be supervised by 
national institutions such as Board of Investment.  

 
The share price of the infrastructure fund would depend 

on the underlying portfolio of assets. So, it needs to be 
more careful about the investment. Finding good 
project is also a big challenge. Infrastructure funds have 
to access investments that would normally be 
unavailable to retail investors. The underlying assets 
should also have limited competition which will 
provide a sustainable competitive advantage. Essential 
infrastructures such as airports, roads and docks are 
crucial to a modern society and have very high 
replacement costs. So, minimizing the volatility of 
funds invested in these assets needs to be ensured for 
stable earnings.  
 
At present, there are only two infrastructure company 
(IIDFC and IDLC) listed in Dhaka Stock Exchange 
(DSE). Hence, more infrastructure projects need to be 
generated and listed in the stock exchange for proper 
utilization of the fund. This fund may face the problem 
of keeping idle money at its disposal due to the scarcity 
of public infrastructure projects, and a provision should 
be there to invest this idle money in other private 
infrastructure projects and profitable sectors as well.  
 

Conclusion 
 
The reason for success with private infrastructure 
business or PPP is that it is a more secure business with 
generally guaranteed stream of revenue. Example can 
be given of Independent Power Producers (IPPs) with 
defined power purchase agreement. On the other hand, 
the fundamentals for the utility of PPP project is that a 
PPP generally generates lower level of competition as a 
government monopoly. The special purpose vehicle  
awarded a PPP project thus enjoys the benefit of doing 
an infrastructure business that generally has got huge 
market potential and certain stream of revenue over a 
long period of time. A PPP business by its very nature 
is attractive for private sector investors as realized 
through the number of bids submitted by interested 
bidders in the tender process for a PPP project.  
 
For this purpose, NRB Infrastructure Fund is highly 
desirable for financing infrastructure projects in 
Bangladesh. The fund will pool money from NRBs by 
floating shares to NRBs with a size in the range more 
than US $1 billion per year. It can be formed as a trust 
leading to a public limited company where the board of 
trustees may be selected from renowned personalities of 
Bangladesh or NRB. Bangladesh Bank can be the lead 
sponsor of the fund with some seed money followed by 
other institutional sponsors, which will encourage 
NRBs to participate in the fund. This fund will be 
managed by a professional fund manager or executive 
body of the company, who makes investment decisions. 
The activities of the company will be monitored by the 
board of trustees.  
 
The Fund will be invested in various infrastructure 
projects that will basically work to reduce the 
deficiency of overall infrastructure gap in the country 
and also ensure proper return for the NRBs. So, the 
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structure of the fund or the company is a very crucial 
issue for its success. As NRBs are the key stakeholders, 
before forming the fund officially, the government 
should take the opinions of NRBs regarding several 
legal and administrative frameworks.  
 

Endnotes 
 
1. Non-Resident Foreign Currency Deposit (NFCD): 

This deposit account can be opened any bank 
operating in Bangladesh. The account can be 
opened for one month, three months, six months or 
one-year term in foreign currency i.e. US Dollar, 
Pound Starling, and Euro etc. The minimum 
deposit requirement is US $1000 or 500 pound 
starling or equivalent to other currency. 

 
2. US Dollar Premium Bond: The Bond is issued for 

three years in the name of a holder of a non-
resident account against remittances from abroad to 
the account. The Bondholder will be entitled to 
draw interest on half yearly basis at 7.5% fixed rate 
per annum in Bangladesh currency at the 
USD/BDT rate. However the Bondholder may 
surrender the Bond before maturity and encash the 
same at the paying office in which case lower 
interest will be paid. 

 
3. Wage Earners Development Bond: Bangladeshi 

wage earners serving abroad and sending 
remittance in the country are entitled to purchase 
this bond. The Bond will mature for payment on or 
after five years from the date of its purchase and 
the annual interest rate is 12%. But the Bondholder 
may surrender the Bond and encash the same at the 
paying office after six months of purchase when he 
will be paid the principal amount together with 
interest on premature encashment rate. 
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A High Reward High Risk Budget  
 

Sadiq Ahmed 
 

Abstract 
 

The Bangladesh FY2012 Budget is a bold budget that seeks to support the higher growth rate target of the Sixth Five 
Year Plan by substantially increasing public investment spending. To finance this higher public investment rate, the 
budget seeks to enhance the tax effort and contain budgetary subsidies.  Overall fiscal deficit target will increase but 
this is consistent with maintaining the public debt at a sustainable level. The budget emphasizes spending on 
infrastructure, agriculture and human development, which is consistent with the priorities of the Sixth Plan.  The 
budget however has a number of serious downside policy risks that, unless well managed, could undermine its 
implementation and jeopardize the achievement of the underlying objectives.  These include domestic price 
adjustments to contain the energy subsidy, improving tax structure and tax administration , strengthening public 
expenditure management, mobilizing foreign financing, and developing a proper domestic debt management 
strategy.
 

Introduction 
 

The new Bangladesh fiscal year (FY) 2012 National 
Budget, the second budget under the Sixth Plan, is on 
the whole a bold budget. It is ambitious in nature but 
achievable, provided the underlying policy actions 
are taken.  The budget has to be bold in order to align 
it with the growth targets of the Sixth Plan that 
requires substantial increases in public investment, 
especially in the area of infrastructure.  Much of this 
additional investment has to be financed from 
additional domestic revenues that require tax 
collections to go up substantially.  Public revenue 
mobilization target in the budget, while higher than 
last year, is quite feasible in view of Bangladesh’s 
still low tax effort.  At issue, however, is whether all 
possible tax instruments are being harnessed.  The tax 
structure has significant gaps in terms of tax 
efficiency and equity.  On the expenditure side, the 
development budget, while large when compared 
with the past, is still low in relation to the 
development needs of the country. The weak 
implementation argument, while valid, is not 
insurmountable with right policies. There is, 
however, a question about the size of the current 
spending. There is a risk that the projected subsidy 
spending may actually underestimate the likely 
spending unless corrective actions are taken to 
contain the energy subsidies. The pressure from 
growing subsidies could also undermine the overall 
budget deficit target.  On the financing side the main 
question is whether the government is able to 
mobilize the projected optimistic increase in foreign 
financing. If this is not realized, as is likely, this will 
challenge the consistency of monetary and fiscal 
policy targets.  Indeed, there is a serious risk that the 

recent policy actions to curb the growth of money 
supply in order to reduce inflationary pressures might 
get compromised by the growing budgetary demand 
for bank financing.  In the past two years owing to 
pressure from private business the monetary growth 
much exceeded prudent limit. With pressure now 
being built up from the fiscal side, the ability to keep 
monetary expansion within prudent limits to prevent 
inflation and contain the balance of payments 
pressure will again become a substantial 
macroeconomic policy challenge in FY2012. 
 

Key Fiscal Developments 
 

Overall Fiscal Deficit and Debt Sustainability: The 
trend in major fiscal developments is shown in Table 
1. Overall fiscal deficit is projected to increase to 5 
percent of GDP.  This is higher than in recent years, 
but does not pose any threat to debt sustainability 
provided additional pressures from the growing 
subsidy bill is contained.  As shown in Figure 1, the 
debt to GDP ratio and interest cost remain 
manageable and the primary balance, while growing, 
is still within prudent limits.  Formal debt 
sustainability analysis confirms this conclusion. 
 
Revenue Targets:  The budget targets total revenues 
to go up from 12% of GDP in FY2011 to 13.2 % 
(Table 2). Some 50% of the increase is expected from 
higher tax effort, which is projected to go up by 0.6 
percentage point of GDP, from 10% of GDP in 
FY2011 to 10.6%.  The other 50% of the increase 
(0.6% of GDP) will come from non-tax revenues. 
This enhanced tax effort is consistent with the 
performance in FY2011.  The 10.6% of GDP tax rate 
is a welcome  development  in  view  of Bangladesh’s
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Table 1: Summary & Fiscal Operations (taka billion) 
 

  FY09 FY10 FY11(RB) FY12(Budget) 
 Total Revenue 

      Tax 
641 757 949 1184 
529 625 788 958 

       Non Tax 112 132 161 226 
Total Expenditures 881 1014 1292 1635 

   Current Expenditures 585 666 774 879 
   ADP (PPP + Public entities) 196 257 345 460 
   Non ADP Capital 22 87 87 146 
   Others Expenditures 78 4 86 150 

Overall balance  -219 -217 -301 -403 
Primary balance -90 -108 -193 -272 

Financing (net) 240 257 343 452 
   External 47 99 95 180 
   Domestic 193 158 248 272 

                                                                                              ( As % of GDP) 
Total Revenue 10.4 10.9 12.0 13.2 

      Tax 8.6 9.0 10.0 10.6 
       Non Tax 1.8 1.9 2.0 2.5 

Total Expenditures 14.3 14.6 16.4 18.2 
   Current Expenditures 9.4 9.6 9.8 9.8 
   ADP  3.2 3.7 4.4 5.1 
    Non ADP Capital 0.4 1.3 1.1 1.6 
   Others Expenditures 1.3 0.0 1.1 1.7 

Overall balance -3.9 -3.7 -4.4 -5.0 
Primary balance -1.5 -1.6 -2.5 -3.0 

Financing (net) 3.9 3.7 4.4 5.0 
   External  0.8 1.5 1.2 2.0 
   Domestic 3.1 2.2 3.2 3.0 

Source: Ministry of Finance 
 
 
 

    
     

 
        Source: Ministry of Finance 
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historically low tax effort (Figure 2). Over the past 
two years the National Board of Revenue has been 
making a systematic effort to broaden tax coverage 
and strengthen tax administration.  This is 
commendable and deserves strong support. 
 
Nevertheless, the tax structure needs further reforms.  
The reliance on trade taxes, particularly 
supplementary duties, remains high and raises 
questions of consistency with export diversification 
efforts.  New supplementary duties imposed in the 
budget will likely raise nominal rate of protection by 

another 2-3 percentage point, which goes in the 
wrong direction. Reliance on production taxes for 
revenues is known to distort incentives and reduces 
the efficiency of resource allocation.  The budget’s 
equity aspects are compromised by the continued 
inadequate coverage of income and wealth taxes.  
The budget’s initiative to bring in salaries of senior 
public officials including parliament members into 
the tax net is a welcome move.  Similarly, the effort 
to broaden the wealth tax is also a positive 
development.  Even so, the evasion of a large number 
of potential income tax payers from the tax

 

Table 2: Government Revenues (taka billion) 
 

  FY09 FY10 FY11 FY12 
 Actual Revised Budget Budget 

Total revenue  641 757 949 1184 
    Tax revenue 529 625 788 958 

     NBR taxes 502 597 756 919 
    Nontax revenue 112 132 161 226 
  (As % of GDP) 
Total revenue 10.4 10.9 12.0 13.2 
    Tax revenue 8.6 9.0 10.0 10.6 

      NBR taxes 8.2 8.6 9.6 10.2 
    Nontax revenue 1.8 1.9 2.0 2.5 

 Source: Ministry of Finance 
 
 

 

 
  Source: Ministry of Finance 
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Table 3: Government Expenditures (taka billion) 

  FY09 FY10 FY11 FY12 
 Actual Revised Budget Budget 

Total expenditure 881 1014 1292 1635 
  Current expenditure 585 666 774 879 

    Pay and allowances 135 161 204 226 
    Goods and services 79 87 108 118 
    Interest payments 150 149 150 180 
    Subsidies and transfers 201 267 310 352 
    Others net 20 2 2 3 

ADP(PPP+ Public entities) 196 257 345 460 
Non ADP capital spending 22 87 87 146 
Net Lending and others 78 4 86 150 

  (As % of GDP) 
Total expenditure 14.3 14.6 16.4 18.2 

Current expenditure 9.4 9.6 9.8 9.8 
    Pay and allowances 2.2 2.3 2.6 2.5 
    Goods and services 1.3 1.3 1.4 1.3 
    Interest payments 2.4 2.1 1.9 2.0 
    Subsidies and transfers 3.3 3.8 3.9 3.9 

ADP 3.2 3.7 4.4 5.1 
Non-ADP capital  0.4 1.3 1.1 1.6 
Net lending and others 1.3 0.0 1.1 1.7 

  Source: Ministry of Finance 
 
net, the lack of broad-based property taxation and the 
needlessly highly favorable treatment of capital gains 
from stocks and property ownership continue to raise 
concerns about the equity and efficiency of the tax 
structure. The latter two aspects of the tax structure 
also distort incentives in favor of real estate holdings 
and stock options at the expense of investment in real 
activities.   These fiscal policy weaknesses could 
compromise the Sixth Plan’s targets for improving 
the composition and efficiency of private investment. 
 
 
Expenditure Priorities: Bangladesh has generally 
kept a tight lid on current expenditures by containing 
the size of public salary budget and by keeping 
interest expenses under control through low fiscal 
deficits (Table 3).  This has served Bangladesh well, 
especially in an environment of low tax revenues.  
However, there is a tendency for the subsidy bill to 
grow. Much of this increase is owing to global food 
and energy price increases. There is a need to 
monitor the sustainability of these subsidies, 
especially if the tax effort does not materialize.  In

 the event, either the fiscal deficit will go up or the 
ability to increase development spending to support 
higher growth will falter. 
    
Total development spending as a share of GDP has 
shown an encouraging recovery over the past two 
years, rising from 3.6% of GDP in FY2009 to 5.5% 
of GDP in FY2011 (Figure 3).   While the Annual 
Development Program (ADP) is the main source of 
development spending, the development spending 
from non-ADP sources is also rising. Based on this 
progress, the FY2012 budget targets a further 
increase of 1.2% of GDP in total development 
spending.  Of this increase some 0.7 % of GDP will 
be provided from the ADP and 0.5% of GDP from 
non-ADP sources. The planned development 
spending of 6.7% of GDP in FY2012 is consistent 
with the need to achieve the 7.2% GDP growth 
projected for FY2012 in the budget and the Sixth 
Plan.  The spending priorities, focused on human 
development, agriculture, transport and energy, are 
on the right course.  The main issue is quality of 
public expenditure management. 
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                Source: Ministry of Finance 

 
Managing Downside Risks: Key Issues in Budget 

Implementation 
 

The Public Expenditure Management Challenge: 
There are two main concerns about the 
implementation of public spending programs in 
general and development spending in particular.  
First is the problem of low capacity in the public 
sector. The second is the question of corruption and 
leakages in public spending.  Notwithstanding some 
progress in improving planning and budgeting and 
public financial management, both implementation 
issues are perennial problems in Bangladesh.  They 
are at the heart of the governance challenge in 
Bangladesh and need to be squarely addressed. The 
solutions are well known and involve a combination 
of such initiatives as effective public-private 
partnerships, out-sourcing, decentralization to local 
governments, e-governance, procurement based on 
competitive bidding, and results based monitoring 
and evaluation.  How well the government tackles 
this implementation challenge will be the main 
determinant of the ability to implement the required 
investments in infrastructure and human development 
that are essential to achieve the higher growth and 
employment targets of the Sixth Plan.   
 
Consistency of Fiscal and Monetary Policies for 
Inflation Control and Balance of Payments 
Management:  Two additional downside risks that 
have substantial consequences for the economic 
impact of the FY2012 budget concern the ability to 
manage the subsidy bill and the ability to mobilize 
the planned amount of foreign financing.  The 
soaring global food and fuel prices have complicated 
budgetary management. Understandably, the 

government’s immediate response has been to absorb 
most of the shock in the budget. While this is 
politically correct, its sustainability is an issue. When 
external shocks assume a long-term pattern there is 
no option other than to take corrective actions. In this 
regard, the government needs to take further actions 
to align domestic fuel and electricity prices to adjust 
to the global reality of long-term higher energy 
prices. Some partial adjustments have been made, but 
there is still a way to go.  The budget has made 
implicit assumptions about further adjustments as 
suggested by subsidy allocations. If these price 
adjustments are not made, the subsidy bill will go up. 
This will either result in higher budget deficit or force 
a reduction in development spending. Either of these 
two results will lower the quality of the budget. 
 
Regarding deficit financing, the budget has made 
some optimistic assumptions about the availability of 
foreign financing (Table 4). The planned level of 
foreign financing for the FY2012 budget will not 
likely materialize from the disbursements of the 
existing project pipeline alone.  The implicit 
assumption here is that the government will seek 
additional flexible financing for the budget.  In the 
event this financing does not happen, there will be 
greater need for domestic financing. Within the 
context of domestic financing, in FY2011 the 
budget’s reliance on bank borrowings surged 
dramatically from a negative of taka 21 billion in 
FY2010 to taka 184 billion. This is planned to go up 
further to taka 189 billion in FY2012. With a likely 
shortfall in foreign financing, the budget’s pressure 
on bank financing will further increase in FY2012 
from its already planned high level. This could create 
a substantial policy challenge for the consistency of    
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Table 4: Sources of Deficit Financing (In Billions of Taka) 
 

Source: Ministry of Finance 

 
fiscal policy with the objectives of monetary policy 
as explained below. 

 
The experience of macroeconomic management in 
the past 2 years has important implications for the 
consistency of macroeconomic targets and 
instruments in FY2012.  The FY10 budget was 
broadly consistent with keeping inflation and balance 
of pressures under control by both keeping the fiscal 
deficit low and by avoiding bank borrowings for the 
budget.  While the estimated fiscal deficit in FY2011 
and the planned deficit in FY2012 are contained 
within prudent limits, there is a substantial expansion 
in the demand for domestic financing of the budget, 
up from 2.2% of GDP in FY2010 to 3.2% and 3.0% 
respectively in FY2011 and FY2012. The 
composition of domestic financing has also changed 
drastically in FY2011 and FY2012 budgets as 
compared with FY2010 budget.  In FY2010, bank 
borrowing for the budget was negative, whereas this 
surged to 2.4 % of GDP in FY2011 and is projected 
to remain large at 2.2%. In both FY2010 and FY2011 
monetary policy was too accommodating, mainly to 
the private sector, but pressure from the budget also 
grew in FY2011.  The result was a substantial excess 
demand in the economy that hurt the balance of 
payments and inflation.  Thankfully, Bangladesh 
Bank has taken measures recently to curb the 
expansion of domestic money supply. But the budget 
financing story in FY2012 is quite different from that 
in FY2010.  How fiscal policy will seek to reconcile 

its demand for higher bank financing with lower 
availability of domestic credit owing to monetary 
tightening is an important policy question.  
 

Conclusions 
 

The FY2012 Budget makes a bold attempt to break 
with the past low public revenue and low 
development spending features of lack luster budgets 
to a much more ambitious expansionary fiscal policy 
stance to support the growth acceleration objective of 
the Sixth Plan.  The overall budgetary framework in 
terms of revenue, expenditure and fiscal deficit 
targets is consistent with the growth and 
macroeconomic targets of the Sixth Plan.  The broad 
development expenditure priorities of the budget are 
also similarly consistent. In this regard, this budget is 
a major step forward.  The downside of the budget is 
that it falls short on the policy front in a number of 
ways that makes the budget susceptible to serious 
downside risks and could also compromise the Sixth 
Plan’s objectives to improve the composition and 
efficiency of private investment.  These include: (a) 
clarity about energy price adjustments that are 
essential to contain the subsidy bill; (b) policies for 
strengthening public sector implementation capacity; 
(c) policies for reducing corruption and leakages; (d) 
broadening of tax base by introducing a broad-based 
property tax system; (f) reform of trade taxes, 
especially the phasing away of supplementary duties;  
(g)  bringing capital gains from real estate and stocks 

  FY09 FY10 FY11(est.) FY12(Budget) 
Financing (net) 240 257 343 452 
   External Financing 47 99 95 180 
      Grants 21 40 42 49 
      Others foreign assistance 26 59 53 131 
  Domestic financing 193 158 248 272 
      Bank 138 -21 184 189 
     Non Bank 55 179 64 83 
 (As % of GDP) 
Financing (net) 3.9 3.7 4.4 5.0 
    External Financing 0.8 1.5 1.2 2.0 
       Grants 0.3 0.6 0.5 0.5 
       Others foreign assistance 0.5 0.9 0.7 1.5 
    Domestic financing 3.1 2.2 3.2 3.0 
       Bank 2.2 -0.3 2.4 2.2 
       Non Bank 0.9 2.5 0.8 0.8 
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into the income tax net in line with treatment of 
income from other sources; (h) strategies for 
mobilizing flexible budget financing from donors; 

and (i) a comprehensive domestic debt financing 
strategy that minimizes reliance on bank borrowings 
to avoid a conflict with monetary policy. 
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In the interest of full disclosure I would like to point 
out that Dr. Masihur Rahman was my teacher at 
Dhaka College in the mid 60s.  It is a tribute to his 
charm and effectiveness that many of us continue to 
remember him in some fondness. While reviewers 
should, indeed must, be committed to the principles 
of academic objectivity, we must also confess to 
human relationships that may, at times, influence our 
judgments.  On the other hand, it is entirely possible 
that sometimes simply knowing an author may make 
us more prone to over-compensate (to prove our 
impartiality) and lead us to become more severe than 
necessary.  I hope I can navigate through that Scylla 
of indulgence and the Charybdis of harshness with 
some professional integrity. 
 
Dr. Rahman brings a formidable amount of 
experience and expertise into this book.  He has not 
only served his country with dedication and 
distinction in many important positions, he had also 
been on deputation to various international 
organizations, received his Ph.D. from the Kennedy 
School of Government, Harvard University and, over 
the last 20 years, published at least four previous 
books, regularly contributed columns to various 
newspapers and journals, and made academic 
presentations at numerous conferences at home and 
abroad.  He belongs to that elite class of intellectually 
oriented civil servants of our country who have 
straddled the realms of administrative responsibility 
and scholarly engagement. He has excelled at both. 
 
This book is a collection of essays he had written at 
various times over a span of several years (between 
2002 and 2007).  Consequently, there is no one major 
argument or theoretical position that he follows or 
espouses here.  However, there are some recurring 
sub texts that do tend to provide some level of 
continuity and coherence.          
 
There are four “broad themes” he seeks to explore in 
this book – the foundational ideology of the 
formation of Bangladesh and subsequent shocks and 
departures; the status and meaning of the institution 
of the caretaker government; the political “crises” 
during 2002-2007 and the “slide towards a failed 

state”; the Election Commission and the problematic 
elections of 2006 (which finally took place in 2008). 
He examines these issues from within “multi-
disciplinary and multi political-cultural” perspectives.  
 
He is best in dealing with the institutional/practical 
aspects of the democratic process, the challenges they 
face, and the corrosive political environment in 
which they function.  His two essays on the Caretaker 
Government and one on the Election Commission 
stand out as being both insightful and, given the 
Court’s judgment and the political posturing that is 
currently unfolding, rather prescient (indeed, in p. 64 
he refers to his article as “a dirge for the Caretaker 
Government”).  He is quick to point out that any 
government before an impending election (either 
because the government has lost its parliamentary 
majority, or because of a mandated schedule of 
elections) is supposed to function as a caretaker 
government which typically operates within some 
circumscribed norms and conventions.  But, the 
“Non-party” caretaker government that had been 
constitutionally established in Bangladesh was not 
based on solid juristic principles or on deep political 
reflection.  It was more a desperate response to an 
intractable democratic crisis in the country, the 
“suborning” of the political system by myopic 
interests rudely pursued, and a profound suspicion 
that the two parties demonstrated towards each other.  
Even though the 1996 and 2001 elections were 
successfully held under these arrangements, the idea 
itself is a sad commentary on the quality of political 
culture in the country, casts a shadow over the 
authority of the Election Commission, and may 
generate misunderstanding and confusion (which it 
clearly did in 2006, when a caretaker government 
became difficult to form, and the one that eventually 
came into existence “ruled” for more than two years).   
 
Dr. Rahman is a political “realist” and therefore 
understands why this institution was created.  But, he 
is also a democratic purist and finds this solution to 
the political malaise in the country to be both tenuous 
and fraught with problems.  Currently, the Supreme 
Court, and history, is proving him correct.  An 
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additional irony that has evolved regarding this issue 
is that the party which had enthusiastically 
championed the idea now opposes it, and the party 
which had bitterly challenged it now embraces it, and 
the country is now poised on the brink of a 
“showdown” over the matter. 
 
The author’s understanding of the Election 
Commission, its role and challenges, is equally 
sound.  His appeal that it be strengthened, its 
authority enhanced, and its independence secured, are 
consistent with his main line of argument.  If the EC 
is allowed to function with the status, resources and 
spine that it deserves, both the logic, and the 
necessity, of the caretaker government would become 
moot. 
 
Dr. Rahman’s firm and abiding commitment to 
democracy is illustrated in several essays.  His piece 
on “How Not to Reform Political Party” (the 
grammatically clumsy phrasing is in the original) is a 
trenchant criticism of the way in which party 
interests, hierarchies and agendas become 
entrenched, and often fossilized.  Simply shifting the 
furniture around in the name of reform is only 
cosmetic and probably counterproductive.  In an 
essay titled (a bit oddly) “Confiscate Political Rights, 
But Not Unconstitutionally or Arbitrarily” he argues 
very persuasively to uphold the people’s right to seek 
political office and remove various restrictions that 
limit this right on the basis of eligibility criteria that 
are often inconsistent and, at times, flawed.  In his 
essay on “Constitutionalism, Secularism and 
Legitimacy: Historical and Political Perspectives” 
and, more explicitly, in his essay on “Syyid 
Mawdudi” (his spelling), he explores the 
incompatibility of “shariat statism” and pluralist 
democracy and takes a principled position on the 
separation of mosque and state. 
 
But, a book of essays which have been drafted at 
different times, in various contexts, and for diverse 
audiences, is bound to be uneven.  Some of the 
material in a few essays, particularly those dealing

 with economic nationalism or the early days of 
Bangladesh, follow very conventional narratives and 
do not add significantly to our understanding of the 
phenomena being discussed.  References to Western 
electoral or judicial systems may, at times, appear 
overly simplified.  In some instances the theoretical 
contrasts he provides are mildly puzzling.  For 
example, in trying to present a philosophical counter-
point to Locke he picks Hegel rather than the more 
appropriate, and more obvious, Hobbes.  He is not 
necessarily wrong but his choice is, well, curious.   
 
While the author writes with the felicity of 
expression that one expects from an erstwhile 
Professor of English literature, there are a few lapses 
which could have been avoided by a diligent copy-
editor.  There is also a penchant for lists and 
taxonomies that suggests that some of these essays 
were probably drafted for power-point presentations 
than as smoothly flowing scripts.  Finally, a few 
mistakes were awkward.  For example, in p. 138 he 
notes that “in 2001 election, 562 million voters 
(75.6% of 747.9 million voters) cast votes …” (in 
fairness to him he cites a source but, surely, the 
absurdity of the figure should have given him pause).  
 
But, regardless of such minor quibbles, this is a 
thoughtful book.  It bears the imprint of an 
enlightened individual who is sensitive to the nuances 
of history, philosophy and culture; an administrator 
who has directly experienced the demands and 
frustrations of serving in various upper echelon 
positions in a country mired in corruption, inequity, 
incompetence and political narcissism; and an 
engaged intellectual deeply concerned about his 
country and its people.  His observations and 
judgments are almost always perceptive and astute, 
his commitment to democracy rich and robust, his 
positions, even on controversial issues, reasonable 
and keen.   He writes from a liberal, secular humanist 
persuasion with authority and conviction.  These 
essays are a welcome addition to the literature which 
buttresses and clarifies that perspective.  

                                    

Ahrar Ahmad, Professor 
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1200 University Street 
Spearfish, South Dakota 57799-9092 
E-mail:  Ahrar.Ahmad@bhsu.edu 
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Challenging the Injustice of Poverty by Rehman 
Sobhan, is a challenging book to review for several 
reasons. First, it is, at least, two books in one. I say 
“at least” because one might discover even more 
than two books here. The book is saturated with 
careful analyses, rich data, and sensible policy 
recommendations based on sound judgment. One 
of the two books is a masterly review of the 
evolution of development policies and strategies on 
tackling the problem of poverty by the international 
development organizations.   He then proceeds to 
develop his own perspective on tackling poverty by 
going to its source, namely the social structure. The 
second book is a masterful compendium of anti-
poverty policies and strategies adopted by the 
governments of five nation states in South Asia: 
India, Pakistan, Bangladesh, Sri Lanka, and Nepal 
over the past four decades. These two subjects are 
related and create a foil against which he presents 
his own ideas as a critique and an extension of 
some of the existing policies.  
 
Sobhan has had a long standing concern with 
inequality and injustice. First, he showed concern 
with the injustice of regional disparity in the days 
of a larger Pakistan; he also dealt with the injustice 
of gender inequality and, of course, with class 
inequality. His early claim to fame was his critique 
of the exploitative economic policies of Pakistan 
that turned the then East Pakistan, the present day 
Bangladesh, into a virtual colony. His “two-
economy” theory, a view shared by only a handful 
of his contemporary economists, laid the basis of 
the demand for provincial autonomy in united 
Pakistan.  Sobhan was a  member of the Planning 
Commission in the newly independent Bangladesh 
where he had played a key role in shaping the first 
five-year plan of a newly independent country.  
Following the political transformation of 
Bangladesh, he has been a key figure in the 
economic research think tanks, one of which, 
Center for Policy Dialogue (CPD), he helped 
establish. His key concerns in this book reflect his 
passion for building a just society, a concern he 
shares with his friend of five decades, Amartya 
Sen, the laureate economist. No wonder, Sobhan 
dedicates his magnum opus to his “dear friend” 
Amartya Sen who too was present  at the book 

launch at BRAC auditorium in Dhaka in January 
2011.  
 
The goal of the book is “to identify specific policy 
and institutional measures which may serve to 
challenge the injustices of poverty”  (p.xxiv) [all 
page numbers are from Sobhan 2010] in South 
Asia. The objective is to reduce poverty by 
promoting more “inclusive development.” The goal 
is to reduce poverty at both global and local levels. 
Global institutional policies and the specific 
strategies adopted in South Asia have been 
explored.  
 
At the level of international institutions, such as the 
World Bank or the United Nations, there has been a 
shift of policies to tackle poverty from promoting 
economic growth to directly focusing on the 
problem of poverty itself. Strategies such as the 
Millennium Development Goals do not actually 
“address the structural sources of the problem 
which create and perpetuate poverty” (p. 1). 
Sobhan points out the weakness of measuring and 
describing poverty as income deprivation and 
various other measures of defining and then 
attacking the problem of poverty. “The central 
premise of this work,” in his own words, “seeks to 
move away from the visualization of poverty as a 
measure of income deprivation”  (p.2). He is 
convinced that unless the structural conditions that 
breed poverty are removed, poverty will not be 
tackled.  
 
Employing a variety of public policies to reduce 
the number or percentage of poor people will not 
do. He views poverty as a “process” (p.2) which 
“excludes significant segments of the population 
from opportunities to participate on equitable terms 
in the opportunities for development and decision 
making in society” (p. 2). Those who are denied of 
such opportunities for participation are the 
“excluded” (emphasis in the original), in Sobhan’s 
words. 
 
The book, however,  is not a reflective monograph; 
it has the quality of a mega report full of tables, 
boxes, and detailed data. The comprehensive nature 
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of the materials presented in the book would be a 
useful source of reference for both the academics 
and the policy-makers. The reader of the book 
would not only know the anti-poverty policies 
adopted by the governments in South Asia but will 
also know the details of various flagship NGOs of 
the region, the intricacies of the land reform 
initiatives, say, in Nepal, and social businesses in 
India. The reader will know not only how Grameen 
Bank in Bangladesh or Amul milk cooperative in 
India works, one will know much more. Yet the 
rich data and the empirical materials are anchored 
to a theoretical framework and in some sense 
reinforce the theoretical base. If the book is rich in 
data and based on a tightly-knit theoretical 
framework then what can be said by way of a 
critical evaluation?  
  
Well-documented and tightly argued, the book does 
not leave much room for criticism.  If any, the 
critique of the book is addressed to its theoretical 
framework and the metatheoretical presuppositions. 
Specifically, the theoretical framework is eclectic;  
in fact, it is too close to reality for gaining a 
sufficient level of abstraction. The real world we 
live in is eclectic since nothing is caused by a 
single factor. Yet, in scholarly work we look for a 
single causal explanation and when we have multi-
causal or multi-factorial explanations, we need 
some kind of ordering.  A theory based on 
eclecticism thus loses parsimony and elegance. 
There is often a tradeoff between theoretical 
elegance and pragmatic value. Sobhan chooses 
practical value over theoretical elegance.  
 
Rehman Sobhan cannot be pigeonholed as an 
economist of the vintage Cambridge school. 
Although his formative years mark the imprint of 
Joan Robinson and others at Cambridge, pushing 
the envelope of the mainstream economics, so to 
speak, in the post World War Britain, his wide 
ranging reading and engagement with  public life 
has made him a renaissance man. Hence, 
Challenging the Injustice of Poverty is solidly 
grounded in the moral concerns of a public 
intellectual and a pragmatic planner who wants to 
see a better world. The theoretical grounding is not 
in the old-fashioned Marxian economics but in a 
deeper political philosophy predating and outliving 
Marx. The underlying assumptions of and call for 
egalitarianism are to be evaluated in the context of 
a larger and deeper discussion of equity and justice. 
Although Sobhan does not take an overt position as 
a Keynesian or Neo-Marxist or institutionalist 
economist to foreground this important book, his 
sympathies and orientations are betrayed in his 
analytical framework as well as the policy 
suggestions. He does not discuss the underlying 

social contract that keeps a society going; but he 
looks at the “really existing” society, identifies the 
sources of its ills, and then suggests policies for the 
alleviation of these problems. He understands – 
painfully, I might add – that the world has changed 
from the idealisms of the 1950s and the dreams of 
the 1960s and is ready to make some amends to his 
wide-eyed liberalism tinged with a Joan Robinson 
variety of  Marxism in the face of neo-liberal 
economic globalization. In the book launch he 
concedes, “the political universe that Amartya and I 
shared has changed”, to which Amartya Sen 
responded that yes, it has changed but not too 
much, “we really want to see din bodol” 
(transformation of the age). However,  we do not 
want a little bit of change here, little bit of change 
there, nor do we want “churanto din bodol” (the 
ultimate epochal transformation) because in the last 
fifty years many changes have occurred in the 
world. Professor Sen was hinting at socialism and 
the gulags, the derailment of transformative 
idealism, of utopia into nightmares. Yet he does not 
want to give up on idealism or hope altogether.  
Sen insisted that it would be “absolutely dumb” not 
to learn from the failures  and the successes of the 
world. He emphasized the importance of facts and 
acknowledged that, “we picked up the realistic 
view of the market” but the basic philosophical and 
political commitments remain the same. Sen said,  
in the context of the prevailing injustice in the 
world, challenging the injustice of the world is a 
worthwhile goal. 
 
Sobhan proposes five routes to address the problem 
of poverty. The routes are institutional and address 
not  the manifestations of poverty but to tackle 
head on some of the factors that cause poverty in 
the first place. There are two existing strategies of 
poverty alleviation in South Asia: country specific 
poverty reduction strategy paper (PRSP) with the 
exception of India where anti-poverty measures are 
contained in the five year plans, and the 
achievement of the Millennium Development 
Goals (MDGs). Neither of these strategies 
addresses the issue of structural change. 
 
Sobhan lists the following major strategies to tackle 
the problem. First, he recommends promotion of 
agrarian reforms which would bring some equity 
and justice in land holding and access to assets. He 
presents a careful analysis of the similarity and 
difference of the tenure systems in Bangladesh, 
India, Pakistan, Sri Lanka and Nepal. Both in 
Bangladesh and Nepal there is a trend in the size of 
holdings. Pakistan continues to be home to large 
landowners of course with regional variations. 
India has a high level of inequality in land holding 
as reflected in the Gini ratio. In Sri Lanka as much 
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as 40% of the agricultural land is used in 
commercial farming, producing crops such as tea, 
rubber and coconut.  The state in Sri Lanka is a 
major land owner. A growing population is at the 
heart of the declining size of land holding in South 
Asia. Population growth as a problem does not get 
much attention in the discussion of land issues. 
Sobhan focuses on the political economy of 
agrarian reforms closely. In the case of Nepal, the 
Communists, despite their commitment to land 
reforms,  reneged once they were ruling partners in 
the government in 2009. A number of leaders in 
their coalition partner were sizeable landowners in 
Terai area (p.77).  “In all five countries, the 
redistributive impact of the land reforms was 
modest”, reports Sobhan (p.79). For example, “in 
Bangladesh many parliamentarians, even if not 
large land owners themselves, would have political 
and party links with such land owners in their 
respective constituencies.” (p. 84). Besides, 
landholding in Bangladesh has cultural 
implications (prestige, status, emotional 
attachment, etc) which cannot be overlooked as 
well.  
 
Enhancement of market power of the excluded is 
another strategy recommended by Sobhan. Small 
and medium farmers in South Asia have 
unfavorable market access as the  market is 
controlled by the rich and powerful. In Pakistan, 
for example, most poor dairy farmers end up 
selling their milk to the middlemen on unfavorable 
terms and 28% of the extremely poor farmers are 
forced to buy their inputs from the landlords (p.98). 
A vicious circle of poverty traps the small and 
marginal farmers in South Asia. The roots of the 
poverty of these groups lie in their lack of land 
ownership. Asset poverty is mutated in income 
poverty. Lack of information is a systemic but not 
immutable problem for the small and marginalized 
farmers. Corporate groups in India and Bangladesh 
have been able to cut through the class of middle 
men to reach the direct producers. The information 
technology penetration has also played an 
important role in enabling the excluded groups to 
access the market as micro entrepreneurs. Internet 
kiosks in the villages, known as e-Choupal in India, 
have played an important role in correcting 
information asymmetries. Another contribution has 
come from the cooperative movement. The case of 
AMUL in India illustrates the positive role of the 
cooperative. Agro-based enterprises such as Pran 
Group in Bangladesh and Nestles in Pakistan, in 
promoting involvement of the urban and peri-urban 
based small milk producers in milk cooperatives, 
are examples of enhancement of market power of 
the excluded. AMUL as a signature cooperative 
movement has helped promote similar cooperatives 

in Nepal and Bangladesh. Non-governmental 
organizations such as BRAC or Grameen in 
Bangladesh or International Development 
Enterprise (IDE) in Nepal have also contributed to 
diversifying the productive capacity of the small 
and marginalized farmers. 
 
Democratizing educational opportunities is another 
recommended strategy for the eradication of 
poverty in the long run. Sobhan summarizes the 
various challenges of this process including the 
issue of quality in education and the rise of 
religious schools. Quality education in Bangladesh 
is a privilege accessible to a narrow elite. Religious 
education offered in madrassas in Pakistan and 
Bangladesh attracts the children from the lowest 
income groups in society by providing incentives 
of food and clothing. These institutions provide 
dysfunctional education ill-equipped for 
employment (p.172). The education system in 
South Asia often remains fragmented on various 
dimensions such as between public and private, and 
rural and urban, with profound implications for 
quality. The government of Bangladesh has taken 
some important steps in creating opportunities for 
the traditionally excluded groups, especially girls 
from the poorest households.  (p. 181). Here the 
NGO sector, such as BRAC in Bangladesh, has 
played a seminal role.  Every country in South 
Asia, according to Sobhan is committed to 
improving public education. A doubling of 
budgetary allocation will help meet some of the 
goals in the ensuing years. Democratizing 
educational opportunities will help correct some of 
the structural injustices in the long run (p. 194). 
 
Budgetary policies can also be geared towards 
poverty eradication. This is not just a call for an 
increase in the allocation to social sectors with 
focus on the socially excluded; Sobhan strongly 
recommends consultation with various stakeholders 
including the marginalized groups. Although public 
works programs in South Asia generate seasonal 
employment (and income) for the marginalized 
groups, there is a need to develop institutionalized 
mechanisms for consultation  with them. The 
consultative process needs to be broadened to reach 
all sectors including the “voiceless.”  Sobhan goes 
on to examine various strategies and programs in 
place in South Asia ranging from providing a social 
safety net for the extremely poor such as vulnerable 
group feeding, cash transfer, to food-for-work 
programs. The programs need to be made 
decentralized and transparent. There are some 
differences in how these programs are 
implemented. In India, for example, the hardcore 
rural poor are guaranteed employment whereas 
Bangladesh continues to follow conventional food- 
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for-work programs that generate but not guarantee 
employment (p.217). 
 
Another strategy for Sobhan in poverty eradication 
in South Asia has been through fine-tuning 
financial policies. Much of the discussion on 
financial policies for poverty eradication covers the 
issue of micro-finance which emerged in response 
to the failure of traditional institutions to provide 
financial instruments (namely, credit) to the poor. 
Highlighting the pioneering role of Muhammad 
Yunus’s Grameen Bank in providing credit to the 
rural poor, Sobhan discusses the expansion of the 
credit market among the rural poor where BRAC, 
ASA and Proshika in Bangladesh came to play an 
important role (p. 243). The shift in some of the 
conventional NGOs into social businesses has 
become a new approach in the fight against 
poverty.  
 
In the discussions on broadening ownership of 
assets through collective action and creating 
institutions for promoting collective action, Sobhan 
highlights the importance of social mobilization 
from the bottom up, especially groups that remain 
largely unorganized. Here the example of slum 
dwellers in Pakistan and India are presented as 
cases of empowerment (pp. 294-95). The need for 
and advantages of collective action on the part of 
the poor and unorganized groups are highlighted. 
Various cooperative and self-help groups in South 
Asia have made tangible achievements towards 
promoting collective action. Specially highlighted 
in this regard is the contribution of the SEWA 
model in India which was founded in 1972 in 
Gujarat by Ela Bhatt (p.322). While social 
enterprises such as various Grameen linked 
enterprises (involving fisheries, milk products, etc.) 
result in income generation for the poor, as well as 
social benefits reflected in the improvement in 
health, education and nutrition, etc. (p, 348). Not 
all social enterprises lead to success for the poor. 
The case of Grameen phone which was created in 
partnership with the Norwegian telecom giant 
Telenor provides an example of a missed 
opportunity in part because of the experimental 
nature of such enterprises (p. 352). The evolution 
of BRAC in Bangladesh from a non-profit NGO to 
a for-profit NGO with its involvement in a variety 
of sectors on society provides a bright example of 
the success of social enterprise.   Although with the 
fall of “really existing socialism” the idea of 
collective ownership of the workers seems to have 
lost appeal, yet the Tata experience of workers’ 
ownership of tea gardens in Kerala, India, provide 
an excellent case of the workability of this strategy.   
Having reviewed the whole range of policies and 
strategies, Sobhan addresses the very practical 

issues of who will promote structural changes 
towards the end of the book (p.405). Whether 
political parties, NGOs, advocacy groups, or 
enlightened individuals can promote structural 
change is predicated on the very definition of 
structure which remains largely undefined.  What 
does structure mean?  
 
In Sobhan’s writing the concept of structure has a 
Marxist ring to it. It is a social organization 
historically sedimented which needs to be broken 
or reshaped, or refashioned so that it becomes just. 
If structures are historically formed and shaped, 
they may be in theory unshaped, reformed, but if it 
takes such a long time for some structures to 
emerge, how can we be sure that those structures 
would disappear so easily or quickly? Yet Sobhan 
is not suggesting a radical egalitarian society. He 
would be content with a society where adequate 
and equal opportunities are created for all 
regardless of his or her social location. Thus he 
states, “Unless the structural injustices which 
underlie poverty can be corrected, poverty will 
persist across Asia” (p.xxiv).  
 
Structural injustices entail the inequitable 
distribution of opportunities across society between 
the rich and the excluded, according to Sobhan.  
“The term structural indicates that exclusion does 
not derive from the play of market forces but 
originates in the structural arrangements of society 
which determine the working of market forces, as 
well as the design and functioning of its 
institutions” (p.2-3).  In common parlance, 
structure as a conceptual antonym of process, refers 
to more durable relations of society. In the Marxist 
language these are relations of production which 
are crystallized over time and are backed up by 
institutions and cultural features of society which in 
the first place were shaped by the relations of 
production. All these are pre-supposed in Sobhan’s 
analysis.  
 
The old charge of tautological reasoning leveled at 
Marxist social analysis is applicable here too. The 
definition of structure is thus somewhat 
tautological. What does structure mean? Does it 
mean institutions of society historically formed? If 
so, how were those institutions formed? Why do 
different societies have different structural 
formations? Let’s say, at an abstract level, we can 
say each society is made up of institutions such as 
family, religion, property relations, political 
systems, etc. The question cannot be left just at the 
level of abstraction. In the empirical world these 
institutions play different roles in different 
societies. So it is not the forms of these institutions 
but their substance - their contents -  that make all 



 

52 
 

the difference. Across cultures, we find similarities 
in some of these institutional nexuses and 
differences in others. What is the role of culture in 
creating and sustaining those institutions or 
structural properties?  
 
Consider Sobhan’s proposed policy 
recommendations to solve the problem which he 
advances in the later part of the book. One of his 
policy recommendations is a plea to the 
government, made up of the ruling class, to initiate 
structural changes. In his critique of the 
government initiated poverty reduction strategy 
papers (PRSP) and various policy instruments of 
the international development agencies, he finds a 
palpable lack of policies for structural change. The 
absence of policies of structural change in those 
policy instruments is surely not an oversight.  
There are solid reasons for such indifference or 
gloss over. The interests of the ruling class are at 
odds with those of the poor, the excluded. There is 
no point in revisiting the jaded, yet highly relevant 
propositions of Marxist labor value theory or more 
analytical versions of that theory. Sobhan himself 
along with other Marxist scholars have made 
significant contributions in expounding the 
processes of and the structural bases of exploitation 
and perpetuation of class/social inequality in 
Bangladesh society in his numerous writings. To 
take just one example, in 1985 Sobhan in analyzing 
poverty in Bangladesh and providing a politico-
economic interpretation of resource allocation 
argued: Can public resources be allocated to the 
poor by denying them to the rich? So far the rich 
get first claim and the poor get the leftovers. …Can 
such an allocation be realized in a society where 
state power is the monopoly of the affluent classes 
or those who hope to join them? If, in fact, 
allocation of public resources reflects the balance 
of power in society, then who will be able to stake 

a claim for the poor and the dispossessed?” 
(Sobhan, 2007). 
 
Yet, 25 years later, under a different political 
universe, he is ready to go back to the state as the 
solution if not by direct allocation of resources but 
at least as an agent facilitating and creating 
opportunities for the poor so that they can gain 
access and compete in the market. The shift from 
state, its proven non-neutral role to the market as 
an allocator of resources, marks a veritable change 
in the intellectual evolution of Sobhan. The state 
can allow the market a larger role in the allocative 
process, or the state can join hands with the market 
and the NGOs to attain the goals they collectively 
aspire for. Such cooperation and the parameters of 
it are still being worked out in South Asia, which 
still remain home to the largest number of world’s 
poor.    
 
“The potential for anarchy in the allocative process, 
leading to attrition in the development process, is 
not that remote a prospect unless an underlying 
rationality based on an acceptable notion of social 
justice, is accepted by the majority of the people.” 
Sobhan wrote this a quarter century ago with 
amazing contemporary relevance. In 2011, the 
representatives of the majority of the people in 
Bangladesh are still searching for that rationality 
based on social justice.  
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