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FOREWORD

Future growth of the Bangladeshi economy will be strongly influenced by the
performance of the rural sector. Both the expansion of agricultural output and the
development of the non-farm sector will play important roles, with the latter contributing more
substantially to employment and potentially also to agro-based and manufactured exports. This
study, which was prepared in connection with our ongoing work on Bangladesh's non-farm
sector, explores the structure and dynamics of the rural economy in a comparative framework.
It explores recent and potential sources of growth, in the process, providing a valuable spatial
perspective on development processes. The study concludes with a wide-ranging policy
agenda that gives due attention to the part that local governments can play through institution
building, sound administration, resource mobilization, and entrepreneurship.

Rural development is a major objective, not just for Bangladesh, but also for the
majority of developing countries. The comparative analysis and policy discussion contained in
this study should be of interest to a wide audience.

Mieko Nishimizu
Director, Country Department 1
South Asia Region
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ABSTRACT

To increase per capita incomes at a faster pace and reduce the incidence of
poverty, Bangladesh must significantly raise the average GDP growth from the 4 percent
range of recent years to 7-9 percent per annum. The sectoral sources of growth are
limited, the share of industry in GDP is small, and the sector lacks dynamism. Although
services account for 45% of GDP, the likelihood of it providing much additional growth
momentum are also quite limited. Thus, an improvement in Bangladesh's economic
performance is likely to come from an increase in agricultural productivity and the spread
of rural industry. The purpose of this paper is threefold: to provide the macroeconomic
backdrop to development in Bangladesh and to show how it compares with other
countries with respect to a number of key indicators; to explore the preconditions for the
emergence of rural industry as a leading sector and the lessons from the experience of
Asian and African economies with regard to rural industrialization; the state of agriculture
and rural industry in Bangladesh and a discussion of factors explaining recent trends; and
the delineating of a strategy for promoting rural based industries with backward linkages
to agriculture and forward to the urban sector.

The findings of the study underscore the importance of location, with the
hinterland of a few key cities having an edge over other parts of the country; the
contribution of transport and communication infrastructure to rural industrialization; the
advantages of adopting an export orientation and of seeking foreign direct investment; and
the potential developmental role of local governments.
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SUMMARY

1. Introduction

Bangladesh has been growing at an average annual rate of 3-4% during the last

decade. Although this rate compares favorably with the average for many developing

countries, it is not sufficient to significantly reduce poverty and unemployment. For that

to be achieved, the economy must attempt a doubling of the growth rate and sustain this

higher level of performance over an extended period. In our paper we argue that nonfarm

sector in Bangladesh could greatly stimulate the rural economy with substantial linkage

effects on agricultural output, exports, employment and the tempo of the urban economy.

Our view is based on the scale of the rural sector in Bangladesh (one-third share of GDP

and two-thirds of the populace) the existing base of proto-industry, mainly textiles, the

apparent unexploited potential in light manufactures and food processing, and the

experience of Southeast Asian countries that have built rural industries from comparable

resource endowments.

Growth in Bangladesh has been driven largely by services. The contribution of

agriculture and of industry has averaged between 20-25% apiece. This must change.

Given the modest level of domestic resource mobilization in the mid-i 990s, the state of

infrastructure and the degree of institutional development, rural small-scale industry

alongwith agriculture are the most likely sources of growth over the medium-term,

although in the longer run urban industry and modern producer services must emerge as

leading sectors if the country is to achieve middle income status. The experiences of

successful East Asian economies - China, Thailand, Taiwan (China), Indonesia and

Malaysia - indicate that nonfarm development follows or parallels rapid gains in

agricultural production. This can spur expansion and growth in rural industry and

commerce, commencing usually near cities, but spreading eventually to include a broad

swathe of the rural economy. With the help of suitable policies, investment infrastructure

and some FDI, rural industry can even develop substantial export potential.
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In this paper we attempt to answer three questions. Using conventional indicators

as a guide what are Bangladesh's prospects in sharply accelerating growth? What lessons

can be derived from the experience of East Asian countries especially with respect to

nonfarm development? Can these lessons be applied in Bangladesh and how?

2. Macroeconomic indicators for Bangladesh

As indicated above, much of the growth in Bangladesh over the past decade is the

outcome of an expansion in services. This is in contrast to the fast growing Asian

economies which derived much of their impetus in the early stages from an investment led

increase in manufacturing output, a sizable part of which they were able to export after

achieving competitiveness. As incomes increased, East Asians enlarged their savings and

invested heavily in education thereby providing the physical and human capital to sustain

economic momentum and gradually improve total factor productivity. A comparison of

Bangladesh with other low and some middle-income countries highlights a number of

macroeconomic characteristics. The ratio of gross domestic savings to GDP in

Bangladesh was just 6 percent, one of the lowest in a sample of Asian and African

economies. This had a direct bearing on the volume of investment, which at a bare 12

percent is far short of the investment rates in the successful East Asian economies. The

situation is not appreciably alleviated by foreign direct investment, which is much lower

than India, Sri Lanka, Malaysia and Pakistan. The revenue base of the government is also

less than for the other Asian and African comparators with revenue GDP ratios in the

comparators range during the early 1990s. All these factors contribute to a rate of capital

accumulation that has averaged less than 14 percent of GDP in the first half of the 1 990s.

Building human capital has also proven to be difficult for Bangladesh. Illiteracy rates

remain very high, though enrollment in primary and secondary schools has been picking up

in the 1 980s. However, these are partly vitiated by the poor quality of education and

excessive dropout rates. Thus, in terms of resource availability other than unskilled labor,

Bangladesh is at the level of most East and Southeast Asian countries in the 1950s.
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3. Pattern of development in Bangladesh and other Asian economies

Further insight into the reasons for slow growth and possible approaches to

improve performance can be gained by comparing the pattern of development in

Bangladesh with other Asian economies. In Japan, China, Taiwan (China), the Republic

of Korea and some of the Southeast Asian economies such as Malaysia, Thailand and

Indonesia, agricultural prosperity - in several instances motivated by changes in land

ownership and tenure - preceded industrial modernization in these countries. Rising rural

incomes provided financing for investment and generated demand for manufactured goods

and services. Agricultural intensification and diversification into cash crops established

forward linkages to processing industries, which then became the nucleus of a diversified

rural industrial system which forged close links with the urban economy. Using their

urban contacts and producer services rural industries in virtually all these economies began

producing for overseas markets as well, capitalizing on their lower overheads and cheaper

labor. The strength of rural development in East Asia and the persistent backwardness of

the nonfarm sector in South Asia and Africa, underscores a necessary precondition: that is,

agriculture must be modernized and made more productive. This necessitates an

improvement in land productivity, by way of better methods of farming, greater

application of fertilizer, wider use of agricultural chemicals, and the mechanization of

certain operations using appropriate technology. Though land productivity in Bangladesh,

as evident in average yield of cereals per hectare has risen, it still lags behind Southeast

Asia. Furthermore, the sheer density of population appears to have muted the effect of

increases in land productivity on labor earnings. It could well be that the threshold land

productivity, beyond which nonfarm activities begin to multiply, is higher for Bangladesh,

which calls for developing a strategy for further intensification of agriculture. One

possible direction followed by countries such as Indonesia and China, entails greater

mechanization, the use of weedicides to eliminate labor intensive operations and the shift

to rice varieties that obviate the need for transplanting. Such a shift can raise yields and

reduce the demand for agricultural labor, which in turn pushes a larger number of workers

to seek nonfarm jobs. It will also result in the spread of technology that multiplies
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linkages with industry in rural as well as urban areas. Diversifying the product mix would

be another appropriate strategy, since the increased ratio of vegetables, fruit and tree

crops has been found to trigger the emergence of processing industries, as well as service

activities to handle collection, distribution and marketing. Increasing the area under

HYVs, strengthening the irrigation system, expanding public as well as private extension

services would constitute essential parts of such a strategy. Another supply side

intervention would be to extend the reach of credit and marketing facilities, which would

make it easier to shift to a more productive farming regime. In certain respects

Bangladesh is ahead of its neighbors in establishing rural service organizations such as

Grameen Bank and Bangladesh Rural Advancement Committee. These and other bodies

have been remarkably successful in setting up micro credit schemes for targeted

populations. More recently, they have begun moving into tubewell irrigation, primary

education and rural industry. The near-term, rural development strategy for Bangladesh

requires such NGOs to join forces with leading farmers so as to create a nucleus of

entrepreneurship, capital, services and extension, sufficient to push rural industry to a

higher trajectory.

4. Lessons from the experience of East Asian economies

Several lessons from East Asian countries are of relevance for Bangladesh.

Develop Infrastructure. Transport infrastructure has supported the growth of agricultural

and nonfarm activities in China, Indonesia, and Taiwan (China) while lack of road and

energy facilities have constrained off-farm activities in some African countries. Roads are

necessary for the development of the markets, which induce farmers to intensify

cultivation, diversify crop mix and pursue nonfarm activities. Research shows that road

density is significant in explaining the growth of agricultural output in India; location of

manufacturing activities was strongly influenced by telephone connections and nearness to

a highway in Indonesia; and rural manufacturing could grow in Taiwan because of the

extensive network of roads constructed in earlier stages to support cash crop agriculture
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and later to buttress the growth of manufacturing in the western part of the island. An

expanding road system generates vehicular traffic which has spin-offs in increasing the

demand for repairs, manufactured spare parts and other services. Recent experience in

East Asia has highlighted the contribution of telecommunication facilities for rural

producers needing information on prices and markets, domestic or foreign. Without

adequate telecommunication facilities, it is difficult to respond quickly to market

opportunities, organize logistics and meet the exacting schedules of foreign buyers.

Exploit export potential. In Taiwan (China), Thailand, the Philippines, and China, rural

industries have been in the forefront of export push. Rural industries have a comparative

advantage in production of labor intensive goods such as woven textiles, garments, silk

products and handicrafts utilizing raw material and skills readily available in the sector.

Once this base has been established and has acquired a reputation, it is possible to bid for

subcontracting arrangements with urban industries and foreign joint ventures.

Location matters. A hypothesis proposed in the 1950s by Theodore Schultz and tested in

Brazil, China and elsewhere suggests that rural industry develops most vigorously near an

urban-industrial nexus - either on the periurban fringes of major cities or within a 25-30

mile radius of major economic centers. The obvious advantage is urban demand and a

good transport network, which stimulates the spread of processing and packaging

industries, storage facilities and a wide range of ancillary activities. Proximity to urban

areas has important spillover benefits too, like those from infrastructure, technical

assistance, credit and financial, and marketing services. Cities are also a prolific source of

ideas and are better supplied with entrepreneurs possessing the necessary skills, who can

turn these ideas into commercial ventures.

Encourage local government entrepreneurship. Empowered local governments with the

statutory right as well as organizational capability to develop a sound revenue base can

make significant difference to the success of nonfarm activities. They can be instrumental

in building and maintaining infrastructure, managing public services and in making the
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legal system work. Strong, development minded local authorities can also initiate new

industrial activity, as well as supply seed capital and managerial expertise to initiate

nonfarm activities. The enormous growth of rural industry in China is largely due to the

enterprise of local governments given the mandate to build a rural production base by the

central government.

5. Rural industry in Bangladesh

How can these experiences by put to use in Bangladesh? Before tackling that

question, we need to provide a brief descriptive overview of rural industry in Bangladesh.

In 1989-90, about four million workers comprising about 10 percent of the rural labor

force were engaged in nonfarm activities. Of these 1.5 million people were engaged in

some form of manufacturing. Trade, comnmerce and services formed the bulk of nonfarm

activities. Within manufacturing, the dominant activity was the spinning of yarn and the

manufacture of textiles using handlooms. Other activities included wood products,

furniture making, bamboo cane products, and food processing. Because agriculture is still

largely unmechanized, there are few repair, engineering, and metalworking activities.

From the available data it appears that growth of employment in nonfarm activities has

been low since 1980. There is evidence of some traditional cottage industries declining in

importance and modem activities like metal products and machinery taking root. At this

stage, the contribution of nonfarm activities to rural GDP is fairly modest and it is a trivial

source of growth for total GDP.
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6. Analytics of rural growth and policy suggestions

Rural Infrastructure. An attempt at explaining changes in agricultural output on variables

proxying transport infrastructure, rural electrification, human capital availability, credit

supply and irrigation density, shows that agricultural output is significantly associated with

density of paved roads and the number of bank branches. Past research has also

emphasized the large benefits to rural economy from all-weather roads. Therefore,

improving the rural all-weather road network is intrinsic to a strategy aimed at creating

conditions for sustained growth of the nonfarm sector. Apart form the benefits mentioned

before, it is expected that construction and maintenance of roads, culverts and bridges,

which are labor intensive in nature, will also create additional gainful employment.

Further, a better transport system can help trigger farm mechanization and diversification

into cash crops. In turn, both these can reinforce backward linkages from infrastructure

building.

Rural Industry and export-led growth. Currently, export oriented activities are virtually

nonexistent in rural Bangladesh, but the emergence of the ready-made garments industry

around Dhaka and Chittagong shows that the possibilities are there to be grasped.

Garments made from hand-woven fabrics, is an obvious example. If agricultural

intensification and diversification proceed apace, then tropical fruits, vegetables, cut

flowers and fresh water shrimp can also be produced with an eye on the foreign demand.

Then there are niche markets, in which competition is less fierce and locally available craft

skills could facilitate entry. Three examples of niche products suited to mix of skills

available in Bangladesh are bamboo fishing rods and fishing flies; bamboo cane, coconut

fiber and straw products; and handloom products. Crafting wooden boats for recreational

sculling is another activity which could draw upon the large pool of boat building skills

present in Bangladesh.

For successfully exporting perishable commodities, a good telecommunication

network is essential. This is not yet in place but the rapid decline in costs of alternative

communications technology makes it possible to create a viable network with moderate

amounts of foreign direct investment. Then, there are a number of domestic hurdles that
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exporters of Asian vegetables or garments must overcome. First, undeveloped local

markets set low standards of quality, cleanliness, uniformity, packaging, and adherence to

specifications. In such an environment, demands of foreign buyers can often be daunting.

Second, there are sunk costs involved in acquiring, adapting and assimilating new

technology, in learning about and then plugging into overseas marketing networks. These

costs can often be high and assistance by the public sector in information gathering can

lessen entry barriers. Third, export financing and arranging payments through banks can be

problematic for beginners, especially for rural producers that have access to only the most

rudimentary banking facilities. Fourth, profits from exporting can often take time to accrue

and when they do, net returns on capital can be small, because international markets are

highly competitive. Hence expectations have to be pitched at realistic levels and, at least

among some participants, there should be a willingness to stay for the long haul.

Growth Poles A cost effective strategy might start by focusing on a few cities, which

could act as urban growth poles for rural industrialization. Based on five indicators,

namely the extent and diversity of industrial base, the density of the surrounding surface

network, the characteristics of adjacent rural economy, the existing banking network and

skill availability, Kushtia, Bogra, Rajshahi, and Jessore emerge as promising growth poles

aside from Dhaka and Chittagong.

Local government. If the experience of East Asia is a reliable guide, then local government

has important leadership, administrative and catalytic roles to play in developing rural

industry in partnership with NGOs. Currently local government in Bangladesh is weak and

ineffectual in promoting development. It is hampered in its work by limited administrative

autonomy, low degree of local political participation, narrow revenue assignments, lack of

fiscal autonomy, and restricted administrative, financial and technical skills. There are no

easy options but to develop these capabilities more fully.
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7. Concluding observations

To substantially raise its per capita GDP, Bangladesh must take deliberate

measures to increase its growth rate well above its current three to four percent per year.

This quickening can be induced through from rural development-agricultural

modernization and the simultaneous expansion of a few rural industries.

Agricultural growth and a change in the composition of output favoring cash crops

would stimulate industry through demand and input-output linkages. But in order to turn

rural manufacturing into a leading sector with the potential to employ a large number of

people and good export prospects, impetus must come from other directions as well.

The starting point is the existing reservoir of skills in the rural sector, which help to

define initial industrial possibilities. Textile weaving, working with natural fibers,

assembly activities, jewelry making, and woodworking could evolve into modern

industries serving export markets. But the current state of rural industry in Bangladesh

and international experience with the evolution of rural-based, export industries suggest

that five conditions must first be satisfied.

First, the paucity of capital, the importance of transport infrastructure, and the

advantages of proximity to markets, argue for concentrating rural industry around a few

urban centers. In Bangladesh, Dhaka, Rajshahi, Bogra, Kushtia, and Chittagong are

obvious candidates. Dhaka has the broadest industrial base and is the biggest market in

the country. Chittagong is the country's main port and has also attracted garment

industries and associated services. Rajshahi, located in a prosperous agricultural region

close to the Indian border, is well-served by road and water transport, has a range of food

processing industries, and is the center of Bangladesh's nascent silk industry.

Second, several urban services must filter more deeply into rural areas if rural

manufacturing is going to take root and become competitive. They include engineering

services to help introduce modern production equipment, financial services, support in

designing products that can penetrate overseas markets, and marketing services. Again,

proximity to well developed urban centers, is an advantage.

Third, if rural industry is to gain momentum quickly, local demonstration effects

and an international reputation are vital. Demonstration effects induce bandwaggoning
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and the entry of many entrepreneurs. An international reputation is needed to generate

demand for Bangladesh's goods sufficient to draw buyers and foreign direct investment.

Both require a few visible and sustained successes. Achieving these should be made

priority, and popularizing them widely an essential element of strategy.

Fourth, Bangladesh must be a safe and convenient place to do business in. Hence

the cities that are the centers of rural industry must be easy to reach by air and well served

by hotel facilities, and travel to rural factories should be convenient.

Finally, rural industry needs a concentrated dose of entrepreneurial initiative. In

China local authorities have frequently taken the lead, putting up risk capital and providing

leadership and managerial inputs. Once these initial measures proved successful, others

were willing to enter. Elsewhere in Southeast Asia, foreign investors setting up

production in Special Economic Zones (SEZs) helped to galvanize rural industry through

production linkages, training, and technology transfer. Agricultural producer cooperatives

also supplied capital to launch food processing industries. When these prospered because

of exports, as in Taiwan (China), the stage was set for diversification into other light

industries.
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IMPERATIVES AND MODELS

Bangladesh's choices can be neatly summed up by a handful of statistics. With a

population of 120 million and a population density of 800 per square kilometer, it is the

most crowded country in the world. Per capita income in 1994 was US$220, barely

distancing Bangladesh from the small number of African countries at the very foot of the

income scale. Half of all Bangladeshis live on the wrong side of the poverty line, most of

them in the rural sector, where 75 percent of the population still resides, (World Bank

1995c; Ravallion 1994). Unemployment, open or disguised, plagues at least a third of the

labor force. And this pool is swelling. About 2.5 million people enter the job market

every year, and given the current rate of population increase, this growth will not taper off

2
for at least two decades, even if fertility continues to decline. To prevent poverty and

unemployment from becoming socially insupportable and politically explosive, Bangladesh

has only one meaningful choice: it must aim for a growth rate of not much less than 7-8

percent, using the most labor intensive techniques while still being efficient.

Growth of this order is roughly twice the average annual rate attained during the

1980s and 80 percent higher than the average rate seen in the first half of the 1990s. It is

a rate that very few countries have been able to sustain over a long stretch. Can

Alauddin and Tisdell (1995) note that close to 30 percent of the rural labor force is unemployed.
About 74 percent of the total labor force is in agriculture.

2
Fertility in Bangladesh declined steeply between 1975 and 1988. The total fertility rate fell from 7.0
to 5.0, and as a consequence the population growth has fallen to 1.8 percent (see Cleland and others,
1995).

3
Easterly and others (1993) show that for 1960-88, only the East Asian Gang of Four and Botswana
have been able to sustain growth rates at 6 percent or higher. In virtually all other cases growth rates
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Bangladesh replicate this performance? What minimum conditions must be met to raise

and then hold growth at such levels? Can we learn what these conditions are by

examnining the experiences of both slow-and-fast growing countries? These questions are

tackled in this paper.

We focus throughout on the nonfarm sector because of its importance for

development and poverty alleviation in the rural as well as the peri-urban areas of

Bangladesh, In several of the fastest growing economies of the nonfarm sector strongly

reinforced good agricultural performance and in some instances, it served as a leading

sector in its own right. The emergence and multiplication of construction, transport,

manufacturing, and service-providing enterprises in rural areas are largely responsible for

the rural economy's surge in several major East Asian countries. In China, Thailand,

Taiwan (China), the Philippines, and Malaysia, rural and peri-urban firms contribute

substantially to overall economic growth, have provided the lion's share of productive off-

farm employment for the rural workforce, and generate a large volume of exports. In

China non-state enterprises, many of them launched on the initiative of local governments

and with the support of foreign investors, have grown at double-digit rates and steadily

enlarged the share of nonfarm output in agricultural GDP (Lanjouw and Lanjouw 1994).

Between 1976 and 1990 employment in nonfarm activities grew from 5 percent of the

total labor force to 20 percent (Wu 1992). By the end of 1994 the non-state sector, which

is largely rural-based, accounted for 60 percent of industrial product and more than a

quarter of manufactured exports. The growth rates of rural industry since the mid- 1 970s

were lower-close to an international average-and the persistence of a growth pattern was also low
from one period to the next.
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has contributed significantly to the economic transformation of coastal provinces

4
stretching from Shandong to Guangdong. Now, the penetration of these industries into

the interior is raising the tempo of the rural economy in the inland provinces as well.

Oshima (1993) has divided the evolution of nonfarm employment into three stages.

The first stage is dominated by traditional labor-intensive activities that use little modern

equipment. Transport, construction, and trading are important at this stage, but many

families are still engaged in handicrafts and artisanal work. In the second stage semi-

modem off-farm activities, arising as a result of agricultural diversification, co-exist with

traditional activities and with the development of services. And in the third stage

manufacturing grows faster than construction and services, and cottage industries decline

rapidly. During this stage the proportion of income from off-farm activities rises to a third

or more of family income (see Table 30).

In underscoring the importance of nonagricultural activity in the rural areas of

Taiwan (China), Ranis notes, "In most developing countries 15-25 percent of the income

of farm families comes from such sources. In Taiwan non-agricultural income for rural

families rose from 30 percent to 80 percent of the total....It permitted especially the

smaller and poorest farmers to be absorbed into efficient productive activities in rural

areas. So agriculture and non-agriculture could reinforce each other... It was also good for

income distribution. This was efficient labor intensive activity. Of the total output, labor

income was about 60 percent going up to 80 percent in rural industries, while the

4
The rural industrialization of Jiangsu province in China and the symbiosis between township
industries in southern China and large state enterprises in Shanghai-involving subcontracting,
investment and technology sharing-is discussed by Ho (1994). On the growth and significance of
mral industry in Taiwan (China), see Ho (1975).
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international norm is 40-50 percent (1991:32-33)." Agro-based industry in Thailand and

handicrafts and furniture manufacturers in the Philippines have emerged as important

6
employers that have penetrated export markets in several of the OECD countries. The

growth of rural industry constitutes one of the more hopeful economic developments in

7
some of the African economies, such as Kenya, Zimbabwe, Botswana, and Uganda.

Production of cut flowers, Asian vegetables, and handicrafts is expanding at a fast clip and

supplementing earnings from traditional exports.

The thesis of this paper is that rapid growth in Bangladesh which has a large

farming sector, is likely to be a function initially of agricultural productivity and

prosperity. As Reardon and others (1994) observe about Africa, "it will be difficult to

expand nonfarm income if agriculture is stagnant." A robust agricultural economy

increases food security and can serve as a launching pad for rural industry and commerce,

which will begin to grow near cities, but eventually spread to include a broad swathe of

the rural economy. With the help of suitable policies, institution building, and investment,

rural industry can become a powerful sector featuring substantial export potential. In fact,

exports could be crucial for both growth and competitiveness. Take the example of

5
Also noted in Ranis and Stewart (1993). Park and Johnston (1995) comment extensively on this,
stating that confirm income rose from 34 percent to 70 percent between 1966 and 1980 in Taiwan
(China).

6
India's principal exports-cut diamonds jewelry, leather goods and textiles are to a large extent
produced by small scale rural and periurban industries.

7
According to Leidholm and others (1994), "Small enterprises form a surprisingly dynamic part of
rural African economies. [However] in countries where agriculture [comprises] a large percentage of
GDP, the pattern of rural enterprise development closely mirrors the overall performance of
agriculture." A survey of small enterprises covering five east and south African countries showed
that, "small enterprises absorbed nearly a third of the increase in population of working age and over
40 percent of all new entrants to the labor force over the past decade." (Mead 1994).
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Taiwan (China). Small metalworking shops that sprang up in the 1950s, eventually

diversified to become producers as well as exporters of small consumer durables and

electronic products (Park and Johnston 1995). Once this sector grows in Bangladesh, it

can begin to generate higher rates of expansion, employment, and foreign exchange

earnings in the rural economy. It can also stimulate through various linkages, the

performance of the urban industrial sector.

MACROECONOMIC TRENDS IN BANGLADESH

The 1970s were a difficult period for Bangladesh. Destruction of property and dislocation

around the time of independence, natural disasters, and persistent political instability led to

sharp fluctuations in GDP growth (Table I and Chart 1). But by the end of the decade,

the oscillations had begun to subside, and the economy grew steadily between 3.0 and 4.5

percent per year during 1980-1993. In the absence of shocks, the modal growth rate is

around 4.3 percent. Only in 1990 did the economy expand at 6.6 percent partly the result

of recovery following a downturn during 1988-89.

Although agriculture remains the principal source of support for much of the

population, it contributed only modestly to overall growth in the early years of

independence with much of the increase in agricultural output coming from an expansion

of the area under cultivation rather than an intensification of farming (Alauddin and Tisdell

1995). Since 1985 the economic push from the primary sector has dwindled to

For a discussion of politico-economic developments since 1970s, see EIU (1995). There were several
coups and attempted coups between 1971 and 1985. Over the past 25 years Bangladesh's coastal
areas have been hit by 14 major cyclones. The one in 1991 killed more than 140,000 people and
destroyed or damaged 1.5 million homes.
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insignificance, averaging a fifth or less of economic growth. In fact, much of the growth

momentum has come from services, which have increased at an annual average rate of 2.5

percent between 1983 and 1994. For more than fifteen years, Bangladesh's economic

performance has been tied to the service sector, which now accounts for 45 percent of

GDP. Neither agriculture nor industry have provided a significant impetus, and, most

notably, the share of industry in growth has risen with painful slowness (Chart 2). In

1982, for example, industry contributed just 5 percent to overall growth. Ten years later

this figure had risen to 20 percent and to an average of 25 percent over 1992-94. In

comparison, industrial expansion was responsible for between half and two-thirds of the

growth in China, the Republic of Korea, Taiwan (China), and Thailand over the past

fifteen years.

Four characteristics of Bangladesh's growth experience stand out when compared

with those of a sample of Asian and African economies (tables 2, 3 and 4). First, in terms

of variance, Bangladesh is in the class of countries, which includes Sri Lanka, whose

growth is exceedingly stable. In some respects stability is an advantage, although it may

reflect a lack of risk-taking by the government, a low degree of export orientation, and the

limited scale of the manufacturing sector. Stability is a reflection of these conditions, it is

an indication of stagnation and ineffectual policy, not the result of deliberate fine-tuning.

Second, Bangladesh has relied far more on services whereas the Asian countries,

especially the ones registering the fastest growth, have depended heavily on an industrial

engine. Services are also important for East Asia's new and old Tigers but the edge in
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performance can usually be traced to the substantial increase in manufacturing output

driven by investment (Rodrik 1995).

A third, conspicuous feature of Bangladesh's growth dynamics is that the

incremental capital-output ratio is low, closer to that of African countries than that of

Asian countries. The low value suggests that growth has been extensively concentrated

on services, sparing in the development of infrastructure, and largely devoid of industrial

deepening. Although the country has obtained respectable returns from its investment, the

low level of aggregate investment and the small amount of that investment devoted to

industry and social overheads have constrained the pace of expansion and circumscribed

its growth prospects.

Thefourth aspect of Bangladesh's performance concerns total factor productivity

(table 4). This is a difficult indicator to estimate, and the numbers presented should be

treated with caution. Nonetheless, they conform to an expected pattern. Bangladesh is in

the middle range-its limited development of the more productive manufacturing activities

is offset by the frugal and moderately efficient use of resources across all three sectors. In

this respect Bangladesh differs from some of the African economies (except Kenya), which

show higher levels of resource investment and more meager outcomes. Interestingly, it is

on par with the Republic of Korea and well ahead of Indonesia and the Latin American

countries. Without putting too much store in these numbers, it is advisable to examine the

factors influencing total factor productivity during the 1970s and 1980s. Typically high

rates of total factor productivity growth are associated with rapid increases in GDP, led by

manufacturing. But not always. In Singapore the speed of industrial transition from light
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to sophisticated industries slowed the growth of total factor productivity as did heavy

investment in infrastructure. Economic instability and a weakly competitive environment

may have acted as a brake on Latin America. Whereas an excess of regulation and an

inward orientation might have constrained South Asia.

WHAT DRIVES GROWTH?

From a macroeconomic standpoint the pace at which a country grows depends on

the accumulation of physical and human capital as well as advances in technology

motivated by the accretion of capital in its different forms. This process can be captured

by a number of variables, which, individually, have limited explanatory power but,

collectively, can illuminate the question of growth in sufficient depth. These variables

can be grouped according to whether they pertain to physical capital or human capital.

Those that reflect the level of physical capital include:

* Gross domestic savings (GDS) (as a percentage of GDP).

9
Young (1992) compares total factor productivity growth in Singapore with that of Hong Kong and
finds that Singapore registers low scores-possibly because industrial learning curves have been
truncated by the speed of change. Urata (1994) ascribes the limited (or negative) total factor
productivity in Latin American countries in part to the slow progress of trade reform and the limited
emphasis on exporting. However, other factors also seem to have played a part, including foreign
direct investment (see Table 28).

10
The growth literature shifts the focus among the "principal" factors responsible for growth every few
years, but the underlying story changes little. Capital investment remains critical, but Summers and
de Long (1993 ) claim that it is investment in equipment that matters most. Disembodied
technological change has always been important, but the fashion since the late 1 980s is to classify it
as ideas-that is, ideas beget new technology, give rise to externalities, and lead to new ways of doing
things (see Roemer 1993). Lastly, human capital accumulation, now differentiated by gender and
type of schooling, is viewed as crucial. Barro and Lee (1993) conclude that the total years of
schooling for men and women positively influence per capita GDP growth, but male schooling
attainment has a greater weight.
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* Gross domestic investment (GDI) (as a percentage of GDP).

• Foreign direct investment (FDI) (as a percentage of GDP)

* Aggregate net resource flows from overseas (in US dollars per capita).

* Revenue availability to the government (as a percentage of GDP)

The indicators of human capital are:

* Illiteracy level of men and women.

* Gross enrollment ratio for primary schooling.

* Gross enrollment ratio for secondary schooling.

* Percentage of the population with access to health care.

* Number of people per physician.

Gross Domestic Savings

Savings affect not just current growth and future development prospects but also private

expectations and the government's capacity to mobilize resources. According to this

index, Bangladesh was near the bottom of the sample of Asian and African countries

during 1975-1992 (table 5). In 1992 it was ahead of only Gambia, Ghana, and Malawi

with a ratio of GDS to GDP of only six percent. The only encouraging aspect of savings

behavior in Bangladesh is that the trend is positive. GDS is inching upward-it tripled

between 1980 and 1992 with most of the increase occurring in the 1990s. Data for 1993-

11
94 show that savings have remained between 6 and 7 percent.

11
Differences in savings behavior across countries has spawned a vast empirical literature resting on
relatively slender theoretical foundations. The relationship between per capita income growth and
savings is strong-this is the one variable that enjoys universality. See Bosworth (1993). Inflation,
rates of interest, dependency ratios, age, structure of population, financial depth, existence of
institutional saving schemes, tax policy, uncertainty, and share of government in GDP have all been
shown to matter in various countries at different times. See Edwards (1995) and Schmidt-Hebbel et
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Gross Domestic Investment

Inevitably, savings performance has a bearing on the volume of investment: gross

domestic investment in Bangladesh (as a ratio of GDP) was just 6 percent in 1975, not

even half that of the next lowest country in the sainple-Myanmar (table 6). Investment

has since risen to 12 percent, which is still very unsatisfactory-far short of investment

rates in the successful East Asian economies. For instance, GDI in Thailand was 26

percent in 1970 (it rose to 40 percent in 1992), and the Republic of Korea invested 21

percent on average during 1965-70.

Foreign Direct Investment

FDI is both a source of capital and an index of a country's economic environment, as

perceived by foreigners or nationals holding investable assets overseas. Of the countries in

the sample, Bangladesh attracted the least amount of FDI as a percentage GDP in 1985

(0.008) and although the flow had risen in the early 1990s, it was still only a quarter of

that of India-the next highest country on the list. Compared with Bangladesh's ratio of

0.04 in 1992, Sri Lanka had reached 1.2 and Malaysia 7.7 (table 7).

The picture looks a shade brighter when the focus shifts to aggregate net resource

flows, which include development assistance and other grants. On average, Bangladesh

has fared better than other highly populous countries during 1980-92. Its per capita flows

of US $10.5 in 1985 and nearly US $15.0 in 1991 put it well ahead of China and India,

and slightly higher than Pakistan. But, by 1992 both China and Pakistan had overtaken

al (1995). But these variables are not robust. In Bangladesh slow growth and systemic risk, both
political and environmental uncertainty, might be responsible for low savings.
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Bangladesh-Pakistan by a fairly wide margin following the surge in capital flows drawn by

a widening of investment opportunities brought about by reform (table 8).

Public Finances

A weak revenue base is a symptom of the absence of development and the limited

administrative capacity of the state. It also directly constrains the government's

developmental activity and its contribution to domestic savings. Not surprisingly,

Bangladesh has an unusually low revenue-to-GDP ratio, below that of other low-income

African countries including Myanmar (table 9). The share of revenues has been rising

since the mid- 1 980s, but slowly. The ratio of 9.6 percent achieved in 1991 was below the

14.3 percent achieved by India, and about half that of Pakistan.

Each of these variables adds to the story of resource availability in Bangladesh.

Undoubtedly, the country's low per capita income has stymied capital accumulation. Still

Bangladesh has done much worse than other low-income countries in the region and in

Africa. Despite having an abundance of cheap labor, it has attracted little foreign capital.

And despite the attempts made by the government, aided by the donor community, the

government's capacity to increase revenues has remained weak.

Human Capital

Building human capital has also proven to be a difficult process. Bangladesh started out

with very high rates of illiteracy -- close to 70 percent of the population was unable to

read and write. The percentage fell during the 1 980s, but slowly. In 1990 two-thirds of

adults were still illiterate. By comparison, illiteracy in China fell from 35 percent to 27
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percent over the same period, and in Indonesia it dropped by 10 percentage points-to 23

percent during the 1980s. Of the countries (table 10) in our sample, the high illiteracy rate

in Bangladesh is matched by only that of Pakistan, and India follows a distant second.

Predictably, Bangladeshi women have lagged much farther behind the men, maintaining

illiteracy rates of 78 percent in 1990 and showing very little improvement since 1985.

In 1980 gross enrollment in primary schools was 62 percent compared with 90 to

110 percent in most of the other sample countries (table 11). And this disparity began to

change only in the late 1980s-enrollments rose to 75 percent in 1988 and to 78 percent in

1990. Statistics for 1993, which include the number of girls attending traditional religious

schools, show an enrollment ratio of 116 percent. But although attendance is increasing,

these figures might be biased, and they are partially vitiated by the high dropout rate. Only

43 percent of those entering grade I complete the primary school cycle, and the functional

skills of graduates are extremely uneven. Low enrollment and high dropout rates are

compounded by the quality of education provided. Because of ill-trained (or absent)

teachers, a shortage of books and teaching facilities and crowded classes, less than 10

percent of the overall cohort have the desired level of functional skills.

Enrollment in secondary schools remained relatively constant throughout the

1980s. At the beginning of the decade 18 percent of the relevant age cohort were

enrolled. By 1990 this figure was estimated to be 19 percent (table 12). Again,

Bangladesh compares unfavorably with other countries. Malawi at 4 percent is the lowest

in the sample. Pakistan, Zaire, Myanmar and Zambia have similar ratios. But East and
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South Asian economies, by and large, have much higher enrollment numbers and are thus

far ahead of Bangladesh in creating an educated workforce.

Health

An important determinant of the quality of the labor force is access to health services. But

this variable is not easy to measure and the data are often unreliable or at best indicative.

Statistics on the population with access to health services in Bangladesh suggests that the

ratio declined sharply between 1980 and 1988 to just 38 percent before rebounding to 74

percent in 1991 (table 13). In comparison, access in Pakistan rose substantially to 85

percent. Although the absolute percentages probably contain a fair amount of noise,

medical services are certainly scarce in Bangladesh. Still, it is difficult to believe that

Bangladesh is much worse off than Zambia and Zaire in this respect. Looking at the

population per physician balances the picture (table 14). With a ratio of close to 1:7000

between 1986 and 90, Bangladesh is on par with Indonesia and Sri Lanka. Data on health

expenditures also points to substantial improvement between 1983 and 1993 although as a

percent of GDP it is still modest. The rural population in Bangladesh probably enjoys the

same access as that in Indonesia, but in Sri Lanka medical services in smaller towns are

better developed.

Message from Indicators

The brief comparative review of factor availability in Bangladesh enables us to classify

Bangladesh within the spectrum of low-and-middle income countries and offers clues as to

why Bangladesh is unable to improve on a 4 percent GDP growth rate. The paucity of

physical and human capital, the limited effort made to strengthen the resource base and the
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modest gains in factor productivity also suggests that achieving and sustaining economic

growth would require innovative strategies that extract the maximum developmental

benefit from the existing endowment and lay the groundwork for augmenting that

endowment.

PATTERN OF DEVELOPMENT

Embedded within the macroeconomic story is a story about the performance of

agriculture. With the exception of Singapore and Hong Kong, the rapidly growing Asian

economies have relied on agricultural prosperity as a stepping stone to industrial

12

modernization. In Japan, Taiwan (China), China, the Republic of Korea and even some

of the Southeast Asian countries, such as Malaysia and Thailand, thriving agricultural

sector contributed in four ways:

* It was a source of capital and surplus rural workers, which provided nascent

industries with cheap labor.

- Rising rural incomes created markets for manufactured goods and services,

which in turn contributed to the early spread of small and medium-size

enterprises (Park and Johnston 1995).

12
The role of agricultural growth in the development process is widely recognized. All of the East and
Southeast Asian (including Japan) high performers first secured their agricultural foundations before
they were able to embark on sustained export oriented industrialization. See presentations by Ranis,
Timnmer, Roemer and Ruttan in Winrock International (1991). Also see Brautigam (1994) and
Oshima (1993).
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* Agricultural intensification and diversification into cash crops established

forward linkages to processing industries, which became the nucleus of a

diversified rural industrial system closely tied to the urban economy.

* An efficient, outward-oriented agricultural sector became, in some cases, a

significant exporter of cash crops that brought in much needed foreign

exchange. Or, after a period of gestation rural industry began to produce for

overseas markets, capitalizing on their lower overheads and more competitive

labor markets.

In all countries in which agriculture has played a handmaiden's role, exports and

rural industry entered at a later stage of development. First agriculture had to be put on

sound footing by raising land and labor productivity. Labor productivity can be increased

by enlarging the cultivated area or by augmenting land quality. But because good land

quickly becomes scarce in most countries, gains in land productivity are mainly derived

from planting high-yielding hybrids, using more fertilizers and pesticides, and practicing

better water management, especially by using pumps and mechanization that facilitates

multiple cropping or helps shave seasonal labor constraints.

How Does Bangladesh Compare?

Land productivity and the related use of biochemical and mechanical inputs are indicators

of a country's medium-run growth and industrial prospects. With this in mind, we have

compared Bangladesh with a number of Asian and African countries at different stages of

development. Between 1950 and 1980 agricultural output grew steadily in several South

and East Asian countries at close to 3 percent. Growth in Japan and India fell slightly

15



below this level, and economies such as Thailand and Taiwan (China) registered higher

rates (tables 15, 16, 17, and 18). A modest share of this increase, mostly in the earlier

years, resulted from gains in the land-labor ratio. But most of the change is traceable to

improved methods of farming, greater application of fertilizers, widening use of

agricultural chemicals, and some mechanization. During 1950-80 land and labor

productivity in Taiwan (China), for instance, grew by 4.0 percent and 5.1 percent,

respectively; by 2.6 percent and 4.6 percent in Japan; and by 2.5 percent and 3.7 percent in

Thailand.

By the early 1 990s the average yield per hectare of cereals in Bangladesh was

2,572 kilogram, a 30 percent increase over 1980 (table 19). This yield is close to the

average for Asia, greater than that of India and within the range of Sri Lanka and

Malaysia. But it was only two-thirds of the output per hectare in Indonesia, 60 percent of

that in China, and less than half of the average in the Republic of Korea. Evidence

indicates that Bangladesh could expand its yield, but the performance thus far has been

respectable.

Three factors stimulated higher yields in Bangladesh. First, fertilizer consumption

more than doubled between 1979-80 and 1991-92 and is now on par with that in

Indonesia (table 19). In the sample of countries only Malaysia, China, and the Republic of

Korea use more fertilizer. Second, the ratio of irrigated land has risen from 17 percent to

31 percent-just a shade below the average for Asia. Third, the area devoted to high-

yielding varieties (HYVs) has climbed from 24 percent to 47 percent (table 20).
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Each of these represents a substantial achievement. And together they suggest that

good policies are being implemented and that farmers are responding to market incentives

and technological possibilities. But the sheer density of the population has muted the

effect on labor earnings, and labor abundance continues to promote "involution" in

13
husbandry practices. The threshold beyond which rural industry and nonfarm activities

begin to multiply may be higher for Bangladesh than for some of the other East Asian

countries because exceedingly high labor-land ratios together (until recently) with rapid

population growth have diluted the spread effects of agricultural modernization.

Population density has depressed the growth of household incomes, which, coupled with

high dependency ratios, may be responsible for curtailing the accumulation of savings.

14

Rural investment and the incentive to save might also be hampered by perception of risk.

Bangladesh is unusually vulnerable to natural disasters, a risk that is compounded by

political instability. Regular floods and hurricanes destroy rural capital and increase the

variance in returns from investment. Land shortage, rapid population growth, low

savings, and environmental risks force Bangladesh to run much harder to enter a virtuous

spiral. A slowing of population growth has opened a narrow window of opportunity. But

if the window is to be opened wider, agricultural incomes must increase faster.

13
Geertz (1963) coined the term "involution" to describe the tendency for the labor intensity of rice
farming by small holders in Java to increase steadily. Availability of labor induced households to
devote more effort to terracing, weeding, transplanting, and destroying of pests.

14
Risk can also encourage more precautionary saving but in Bangladesh the lack of suitable financial
stores of value and institutional shortcomings might be constraining the accumulation of financial
savings.
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Raising crop yields and diversifying the product mix is the appropriate strategy for

catalyzing rural development on at least three counts. First, raising output ensures greater

food security and opens the door to exports. Second, diversification can serve as a

foundation for a range of off-farm activities. For instance, in Japan, Taiwan (China),

Malaysia, the Philippines, and Thailand crop diversification, which increased the ratio of

vegetables, fruit, and tree crops, triggered the emergence of processing industries, as well

as service activities to handle collection, distribution, and marketing (see Oshima 1994).

Third, the surge in incomes would promote local demand for goods and services and

provide funds for building industry.

Devising a Strategy for Agricultural Intensification

To the extent that local tastes, availability of different varieties, and ecological conditions

permit, Bangladesh could expand the area planted with high yielding varieties. Other

Asian countries fall in the 75 to 90 percent range-twice the level of Bangladesh. Closing

this gap within the next five years and raising yield per hectare to 3,500 kilogram are

objectives that deserve close attention.

Increasing yields by planting high yielding varieties and applying more fertilizer

should be met with an expansion of irrigated area. Some of this expansion would be

accomplished with the installation of more tubewells. It may also be possible to enlarge

the canal networks or improve the efficiency of water management facilities in certain

areas. Tubewells can generate backward linkages to local machinery and metal working

industries, as has happened in both East and West Punjab. Forward linkages to repair

services can also be significant if a large number of tubewells is installed. Upgrading
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irrigation networks is a source of jobs for initial construction and future maintenance. In

addition, it gives rise to demand for construction materials, allowing existing production

establishments to expand and encouraging new entrants.

Intensifying agriculture and promoting crop diversification will require a bigger

dose of extension services. Bangladesh already spends more on extension per hectare of

arable land than India or Indonesia (table 21). But its outlay is far below that of Thailand,

China, the Philippines, Sri Lanka, and Malaysia. Bangladesh should be able to approach

the level of Sri Lanka over a five-year period, and doing so would promote other elements

of the strategy. But increased spending alone will not help. Changes must be made in the

nature of research and the organization of extension. Currently, the National Agricultural

Research System conducts applied research mainly on rice, wheat, and potatoes.

Diversification to higher-value cash crops calls for research on hybrid varieties of

vegetables, fruit, oilseeds, and pulses that can be grown under irrigated conditions. In

addition, post-harvest and processing research should be made a priority, guided by the

needs of farmers. Extension activities are conducted largely by block supervisors and

employees of the Department of Agricultural Extension in the Ministry of Agriculture.

More involvement by NGOs and the community are needed to raise payoffs.

Support from credit and marketing facilities would make it easier to shift to a more

productive farming regime. Bangladesh is a pioneer of innovative credit schemes for poor

15
Research and extension was critical to Taiwan's (China) agricultural performance. See Mao (1986)
and Park and Johnston (1995). See also Brown (1994).
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households. Thus there is already an institutional base for extending more credit to farm

households to purchase fertilizer and other inputs.

Although disbursing credit is an important activity of NGOs, it accounts for only

about 10- 15 percent of their programs, except for a few NGOs, like Grameen Bank,

Bangladesh Rural Advancement Committee (BRAC), Proshika, ASHA, for which credit

constitutes a large part of their activities. There are now about 100 NGOs that have well-

established credit programs. Most of these, Grameen Bank and BRAC excepted, have

obtained financing through the Poverty Foundation (PKSF). In the last decade these

institutions disbursed about US $1 billion to about 3.5 million borrowers-80 percent of

whom are women. In fiscal 1994 annual disbursements of micro-credit are estimated to be

about US $450-500 million. Between 75 and 80 percent of the funding for these

programs has come from grants or highly concessional loans provided by donors, foreign

NGOs, and the Government of Bangladesh. Although precise figures are unavailable,

rough estimates put cumulative funding from these sources at about US $3 50-400 million.

Borrowers cumulative savings fund the programs. Four institutions account for about 99

percent of lending and serve about 96 percent of the borrowers: Grameen Bank (85

percent of loans and 46 percent of borrowers), BRAC (10 percent of loans and 44 percent

of borrowers), Proshika, and ASHA.

Because of the enormity of unserved need-only about 6 to 8 percent of the poor

people have been served-most institutions attach high priority to rapidly increasing

outreach. Large and older institutions are approaching break-even status, because of rapid

growth, gains arising from scale economies and a larger number of profit-making
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borrowers. However, most of the institutions still cover their high group and social

mobilization costs with grants (from donors), income from commercial activities directly

operated by the NGOs (such as fish ponds); and voluntary services provided by many of

the organizers of small and medium-size NGOs. Thus many NGOs operate as "quasi-

commercial" and "quasi-formal" organizations.

National commercial banks (NCBs) have been providing group-based micro-credit

loans though some of their rural branches on a very limited basis. These loans carry an

interest rate of 16 percent. Although NCBs claim to be breaking even at this rate, it is

highly unlikely that they would be doing so given their staff-intensive nature. One

successful initiative supported by the NCBs is provision of micro-credit to members of a

national NGO-Swanivar-which organizes groups and links them with NCBs. The

increasing availability of credit through traditional and newer nontraditional channels

(NGOs) even if it is in small doses is influencing the spread of nonfarm activities. It is also

having an effect on farming.

CHOOSING APPROPRIATE TECHNOLOGIES

Rice Cultivation: Choosing Appropriate Technologies

Rice cultivation has become more capital and chemical intensive over the past two

decades, and methods of planting have also begun to change with the advent of new

varieties. The now-practiced, highly labor-intensive methods of planting, weeding,

harvesting, and threshing have some advantages: they provide employment and, given the

relative price of labor, they represent an efficient technological choice. But they also
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perpetuate a state of "agricultural involution" and might be keeping Bangladesh in a low-

level equilibrium trap. At this stage, a technological shock that reduces the demand for

agricultural labor can have three beneficial effects. First, it could push large numbers of

workers to seek nonfarm jobs creating a supply of labor that would stimulate such

activities. Second, to the extent that such a shift in technology increases linkages to

industry, alternative employment opportunities would develop. Third, intensified, modern

16
farming practices, with greater use of tubewell irrigation, would gradually increase the

number of middle-size farms having much higher incomes and a broader range of

17
consumption demands. Greater consumption demand can encourage a diversification of

rural production and magnify the multiplier effects of household spending. Estimates of

rural multipliers for Asian countries fall in the 1.7-1.8 range whereas multipliers for

African countries which have a narrower base of rural activities, rarely exceed 1.6 (Hazell

and Haggblade 1989). Bangladesh is closer to the African mark, and if it is to sustain

rapid growth must move toward the East Asian mark.

What are the technological choices for rice agriculture? Four possibilities have

been around for many years and have become well-established in many East Asian

countries. First, labor-and bullock-intensive ploughing can be done with the help of small

16
For instance, the Grameen Bank has financed the sinking of 300,000 shallow tubewells by means of
loans to households. Serageldin and Martin Brown (1996).

17
Intensive, irrigated agriculture based on tubewells has flourished in northwestern Bangladesh. It is
capital intensive, and larger farmers are the ones that install tubewells and sell surplus water to
smaller farmers. The process of intensification based on capital using measures by permitting double
cropping has, if anything, improved the lot of the landless and enabled some to accumulate assets.
Fujita and Hossain (1995). A recent paper by Sharif and Dar (1996) indicates that the technical
efficiency of production varies more for HYVs and efficiency is greater for larger farmers than for
smaller ones. The reasons may have to do with the greater availability of human capital for larger
farmers as well as superior access to public services, credit and water.
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walking tractors that also provide traction for pulling wagons. Such tractors-widely used

in China, for instance-are produced and repaired by local industries. They alleviate some

of the drudgery of farming, provide transport, and give rise to valuable linkage effects.

Backward linkages from agriculture become more pronounced as the capital intensity of

farming increases (Vogel 1994). Second, labor can be saved by using direct-seeding rice

varieties, now being adopted, that eliminate the need for transplanting (see Naylor 1992).

Third, pre-emergence and other broad-action weedicides can reduce substantially the

effort devoted to removing grasses and sedges that compete with rice crops. The need for

weeding is not eliminated, but the amount of time needed to weed is cut. Fourth, the

mechanization of threshing and the widespread adoption of small rice mills can substitute

for labor, speed up operations, and contribute to the development of rural industry.

Southern China, Taiwan (China), Japan, the Republic of Korea, Indonesia, and

other Southeast Asian countries, all broke away from highly labor-intensive agriculture,

even when factor endowments would have discouraged mechanization or adoption of the

full biochemical package of inputs. This shift, although initially labor-displacing and

disruptive of established social relations, work routines, and an economic system built

around traditional agricultural technologies, quickly opened new opportunities for

employment in nonfarm activities. In addition to raising incomes and diversifying sources

of earnings, labor-conserving technical change and the spread of linked, nonfarm activities

gradually reduced the importance of subsistence farming. It also encouraged producers to

become market orientated drawing them toward cash crops whose processing further

deepened the rural industrial base.
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OTHER LESSONS FROM COMPARATWE EXPERIENCE

Rural industrialization is generally preceded by substantial gains in the productivity and

technological sophistication of the agricultural economy. In contrast to some of the

macroeconomic indicators, agricultural trends in Bangladesh are more positive. But not

enough progress has been made. A way ahead can be distilled from the collective

experience of the more dynamic East Asian countries.

Lesson 1: Take Advantage of Location

Schultz (1953) proposed the hypothesis that rural industry develops most vigorously near

an urban-industrial nexus-either on the peri-urban fringes of major cities or within a 25 to

is
30 mile radius of major economic centers. This has since been verified through empirical

work in a number of countries, for exarnple Brazil (Nicholls et al, 1969) and China

(Benziger, 1996). Cities are a source of markets for rural products and of ideas that

diffuse out into the surrounding countryside. They can provide alternative employment

possibilities for rural residents, who are prepared to commute to urban industries and

businesses. For example, commuter employment is widely observed near China's coastal

cities, enabling agricultural households to diversify income sources and enlarge total

19 20
earnings. Commuting in turn, gives rise to multiplier effects in the local rural economy.

18
Even though urban proximity helps, research on Sierra Leone, Honduras, and Jamaica conducted in
the late 1970s (Liedholm and Kilby 1989) indicated that small-scale, rural firms had higher cost-
benefit ratios than larger urban counterparts.

19
The spread of commuter employment in China's cities is related to the shortage of housing in cities.
To an extent, the combination of housing shortage and commuter employment has slowed migration
to the cities. Another phenomenon is the spread of industry on the outskirts of cities where land is
more available. Such a trend also facilitates commuting by the rural workforce seeking part-time
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In addition, the city provides a lucrative market for high-value food items such as fruit and

vegetables. Beyond that, urban demand stimulates the spread of processing activities,

packaging industries, refrigerated storage facilities, delivery companies, and a wide range

of ancillary industries. Spillover benefits from cities can trigger rural manufacturing

activities, which capitalize on lower overhead costs and the elastic supply of labor.

Research suggests that enterprise productivity is higher for medium-size firms than for

firms hiring only one or two workers. In addition, productivity is greater for firms located

near larger towns and cities (Lanjouw and Lanjouw 1994). The most important spillover

benefits are:

- The quality of transport infrastructure around cities, communications facilities,

electricity, and municipal services,

- subcontracting arrangements with urban industries,

- technical assistance for setting up and maintaining production lines. Assistance

can be part of sub-contracting linkages, but the experience of the region around

Shanghai indicates that the flow of engineers and technicians from the city to the

surrounding countryside was crucial to the transfer of technology and production

skills. Thus the fusing of local entrepreneurship with access to urban engineering

expertise enabled countries in Southern Jiangsu and Zhejiang to develop

sophisticated rural industry (see Ho 1994).

industrial employment (see Ma and Fan 1994; Smith 1978 ) and Dore (1978). Not only do confirm
activities allow farmers to diversify sources of income and thereby reduce risk, the income earned
can also have a positive effect on crop production after controlling for production inputs.

20
Although confirm enterprises are good for the rural economy, the better-off and better-educated farm
households benefit most. The poor gain indirectly, if at all (White 1991; Evans and Ngau 1991;
Reardon and others 1993; Lanjouw and Stern 1993).
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* supply of credit from formal and informal banking and other financial

institutions which are more numerous in and around cities,

* Market access. Geographical closeness plays a part, and cities also sustain an

infrastructure of distribution services that can handle marketing for rural

producers. In other words, the availability of specialized services lessens the risks

for manufacturers and eases market entry. For instance, marketing services

21
provided by Hong Kong-based firms have enabled thousands of rural enterprises

in nearby Guangdong province of China to sell their products in the Hong Kong

markets and throughout the world. Hong Kong was a source of capital and

producer services that initiated manufacturing activities. In addition, Hong Kong

provided essential banking, brokerage, marketing, insurance, transport, and repair

services. Without this package-ready-assembled and tested-Chinese producers

would have experienced a far more protracted learning spell. Quite possibly, they

may not have succeeded.

* Cities have more and better schools and training facilities, and as a result the

local labor market offers a higher and more diverse range of skills. To succeed,

rural industry must adopt modern technology and meet acceptable quality

standards. Technology absorption is mediated by the labor market, and cities are

much better endowed with the skilled workers needed for running modem

production establishments.

21
Described in Sung (1991).
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Finally, cities are a prolific source of ideas and entrepreneurship, which can

spark rural industry. Through casual or business contacts, non-farmers transfer

ideas about industrial options to the rural sector. This process is visible in China

and in Taiwan (China). Interaction between urban and nearby rural counties was

instrumental in diffusing industry around many of the urban centers along China's

eastern seaboard. Likewise, the belt of rural industry beyond Taipei and

Kaoshiung reflects the train of industrial ideas that filtered from the cities to the

countryside along pathways created by agricultural processing and subcontracting.

In addition, the regional neighborhood matters a great deal. Proximity to a mid-

sized or large city may not be sufficient for rural industrialization if the city is relatively

isolated from other economically dynamic regions. Cross-country analysis suggests that

the contagion effect of growth in neighboring countries can be a powerful stimulus and,

likewise, sluggish neighbors can put a brake on development (see Easterly and Levine

1995).

Lesson 2: Promote Exports

Given Bangladesh's economic characteristics and resource poverty it must receive a

substantial boost from exports of manufactures and processed agricultural commodities to

attain rapid growth. The importance of exports to East Asian countries is unequivocal. In

Taiwan (China), Thailand, the Philippines, and China rural industries have been in the

forefront of the export push. The spread effects from this push have been critical for

improving rural welfare. Thus, once rural industry has made a strong start, an export

22

Jacobs (1969).
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orientation can make a vital contribution (Ranis and Stewart 1993). China provides an

excellent example of the export potential of rural enterprises especially those that have

been primed by foreign direct investment. By 1994, there were some 25 million rural

manufacturing enterprises, employing over 120 million workers and responsible for a third

of rural production as well as nearly half of all manufacturing output. Rural enterprises,

primarily the 10,000 that have been the recipients of foreign investment, account for 40%

of total exports in 1994. Rural manufacturers active in the export market produce a broad

spectrum of products but they dominate the trade in woven textiles, garments, silk

products, handicrafts and other light manufactures (Yan Shanping, 1995, Oxford

Analytica, August 30, 1995).

Lesson 3: Develop Infrastructure

Infrastructure is extremely important to the growth of nonfarm activities, which need

urban amenities and services to take root. A vast fund of empirical study analyzes the

relationship between infrastructure and the diversification of economic activity in the rural

sector. Some of this evidence suggests that a relationship between infrastructure building

and growth cannot be derived for developing countries, but sectoral analysis suggests that

road transport yields respectable returns. By building rural infrastructure, China,

Indonesia, and Taiwan (China) promoted rural development, whereas the lack of

infrastructure constrained off-farm activities in countries such as Kenya, Ethiopia, and

Tanzania. Research suggests that rural industry needs power to run machinery, roads, and

transport facilities to carry goods to the market; communication services to allow

producers to keep in touch with markets and suppliers; and, possibly, serviced land with
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water and sewerage lines. Roads, transport, and electricity are also valuable to agriculture

and have contributed to productivity growth and growth of production for the market. Of

these, transport and communications take priority. Rural industries can generate their

own power, albeit at higher costs. They can also arrange for water and waste disposal.

Road infrastructure and communications are more problematic, although wireless and

satellite systems are gradually reducing dependence on wired facilities. Typically,

transport and communications services (and other services) are best near cities.

Lesson 4: Encourage Local Government Entrepreneurship

The provision and maintenance of infrastructure, and the supply of regulatory and legal

services depend on the capacity of local governments. Experience from East Asia,

Western Europe, and the United States indicates that the local government

entrepreneurship can spur or reinforce private entrepreneurship. In industrial countries

local government initiatives include providing fiscal and, possibly, financial incentives in

addition to providing essential services. But in East Asia, particularly China, experience

suggests local governments have directly initiated new industrial activities in the early

stages of development, supplying seed capital and managerial expertise (Oi 1990; Walder

1994, 1995; Nee 1989, 1990). Local governments have shouldered the initial risks

associated with entering new fields and helping the community acquire the learning needed

to successfully diversify into nonfarm activities. Local authorities in China have taken a

leading role in setting up rural industry. Having established these beachheads they have
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opened the way for private and cooperatively owned enterprises which can take advantage

23
of the pioneering efforts of the government-initiated collectives.

Competitiveness, entrepreneurship, a sound financial strategy, and accountability

are the keys to the success of local governments in this endeavor. Competition induces

local governments to strive for efficiency, plan for the future, and harness local talent.

Entrepreneurship, in sponsoring new start-ups, attracting investment from outside the

locality, and persuading provincial or central governments to enlarge their financial stake

in the community is crucial for enlarging the resource base.

An effective financing strategy aims at balancing the requirements for

infrastructure and services against the revenue from fees, taxes, rates and central

government grants handled by local authorities. It calls for economizing on administrative

costs and non-developmental expenses and for choosing the best possible fiscal

arrangement with the next-higher level of government. Accountability is a function of

built-in legal and administrative safeguards, the participatory vigilance of the local

community, and the degree to which national politics creates a milieu in which local

governments can be fairly elected, have the autonomy to pursue certain developmental

23
The long tradition of local self-government in China, strongly reinforced by the commune system,
meant that rural counties possessed the administrative capacity and the organizational structure to
develop industry once reforms were introduced in the late 1970s. These reforms stimulated
agricultural productivity. They allowed free markets to emerge in the rural sector and they gave
local governments and households the incentive to industrialize because most of the benefits could be
retained locally rather than being taxed away. Where rural industry could draw upon technology
from nearby industrial cities, sources of human capital from within the county, and in some instances
FDI from Hong Kong, the outcome was an explosive rate of growth that has continued unabated for
more than 17 years. (Islam 1991; Islam and Jin 1994; Saith 1995; Odgaard 1992; Hodder 1993).

The Chinese experience is not easily replicable, as it is based on a number of favorable conditions
related to local government tradition, organizational skills, technical manpower, fiscal
arrangements, links with urban industry, and FDI. But it does underline the scope for local
government action and it usefully delineates some of the steps that can lead to success.
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objectives, and, as a consequence of competition or demonstration effects, have the

incentive to take responsible initiatives.

Lesson 5: Preparing for Industrialization

There is an element of luck in development, but communities can increase their chances of

being lucky. Well-managed communities with a thriving agricultural economy are better

placed to be lucky: they are likely to have stronger trading links with urban centers, pools

of investable capital, processing activities, and basic services. Communities that are

plugged into the communications infrastructure will attract outside capital and will be

desirable from the standpoint of industrial location. Furthermore, a readiness to use

external links to aggressively enter export market, can, if successful, dramatically improve

the development picture. An educated workforce, which includes a handful of individuals

24
with technical and managerial skills acquired, for example, through a stint in the military

or factory employment, is inviting for rural industry. Good political connections with

central or provincial leaders or strong commercial traditions, which have embedded a

predisposition toward business activities and helped to develop the nucleus of a regional

trading network, are also valuable. Two examples from China can illustrate their

significance. Guangdong's leaders were able to influence decisions made by the central

government on the policies that permitted Guangdong province to cement economic

relations with countries along China's southern rim. The extraordinary growth of the

Wenzhou region of Zhejiang province and its dominance in the button-making industry

stems from the cultivation of button-making skills and skillfLil exploitation of trading

24
Both Korea and China provide examples of this process at work. See Kim (1995) and Vogel (1989).
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25
contacts established by merchants from the Wenzhou area over generations. Similar

examples can be used to explain regional development in other South and East Asian

countries.

RURAL INDUSTRY IN BANGLADESH

How can these lessons be used to interpret Bangladesh's experience and push the country

farther down the road to rural industrialization? Before addressing this question, some

essential background on nonfarm activities is needed relating to scale composition and

distribution. This information is not easy to supply because data are sparse, especially for

recent years, and do not specifically demarcate rural nonfarm activities, particularly rural

industry.

The most detailed recent source of information is the Annual Economic Survey of

26
nonfarm activities conducted by the Bangladesh Bureau of Statistics (BBS) in 1989-90.

It estimated that about 1.5 million households were engaged part or full-time in nonfarm

activities. In all, these households contributed four million workers-a tenth of the rural

labor force. The nonfarm sector accounted for 13 percent of GDP. Much of the

employment was in trade, commerce, and services. Education services claimed the lion's

share of the employment -59 percent-and retail trade was the source of 45 percent of the

value added (table 22). Other important sub-sectors in this category were wholesale

25
The Wenzhou model has achieved great fame in China because it shows how development has
gained strength from a long commercial tradition (in a poor area of Zhejiang province). See Parris
(1993) and Sato (1994).

26
Because of its limited coverage, this survey underestimates the scale of rural industry but it remains
the only comprehensive source of information.
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trade, restaurants and hotels. About 1.5 million people were employed in some form of

manufacturing, and the rural share of small-scale industries was a respectable 60 percent.

Rural manufacturing in Bangladesh is almost synonymous with textile production from

handlooms, which absorbs 27 percent of nonfarm labor. Also prominent are wood

products, including sawmills, furniture making and bamboo cane products, and food

processing, including rice and oil mills and manufactures of sweetmeats, dairy products,

baked goods, flour, and gur. (Table 23). Because agriculture is still largely unmechanized,

repair, engineering, and metal working are limited in scale and oriented toward producing

hand tools, blacksmithing, and servicing simple farm equipment.

The absence of comparable data for the mid- I 980s, makes it difficult to gauge how

fast nonfarm activities have expanded or see trends in composition. A survey conducted

by BSCIC (the Bangladesh Small Scale Industries Corporation) in 1978-80, provides

information on cottage and small-scale industries without differentiating by sector. If it

can be assumed that the rural-urban distribution of industry changed only modestly over

the decade, then growth of these enterprises are indicative of the performance of rural

industry. Throughout the 1 980s employment in small-scale manufacturing has increased

at close to 5 percent per year. Interestingly, the fastest growth was registered by metal

products and machinery (9.6 percent), albeit from a small base. Employment in

agricultural machinery rose 20 percent, but was still just 1 1,000 in 1990. Oil expelling

mills and other food processing industries also expanded at nearly this rate. Another

industry that grew sharply was ready-made garments, but this industry is almost

exclusively concentrated in Dhaka and Chittagong, having very few linkages to rural
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manufacturing. Likewise, hosiery and knitted fabrics, which has also expanded capacity,

remains an almost exclusively urban activity.

Overall, increase in employment since 1980 has been low (tables 24 and 25).

Nevertheless, a few industries performed well even though they accounted for a small

28
share of employment. Among these, machinery, bamboo furniture, and jewelry appear to

be the most promising for future growth and exports. If urban-based garment producers

29
could be induced to integrate their production with the rural textile industry, it could

help to modernize this segment of manufacturing activity, substantially enlarge its

domestic market, and possibly initiate overseas sales.

As indicated above, rural nonfarm activities are influenced by the availability of

infrastructure, especially transport and communications. The next section analyses the

relationship between infrastructure and rural development in Bangladesh.

Rural Infrastructure

The pool of available data does not permit any sophisticated hypothesis testing as to how

various infrastructure variables affect nonfarm activity, but it allows us to check the

plausibility of certain propositions. We regressed three indicators of agricultural output

27
The ready-made garments industry took root in the late 1970s when a joint Bangladesh-Republic of
Korea (Daewoo Corporation) venture, was established. The foreign partner provided training and
transferred technology, which catalyzed production and enabled entry into export market. Since
then, low entry barriers have allowed the industry to expand to the point where it accounts for half of
Bangladesh's exports, valued at US$1.2 billion in 1992-93, (World Bank 1995c). The ready-made
garment sector employs 600,000 workers in 1,250 factories and produces items that can be grouped
in three categories: shirts, blouses, and tops; knit shirts and T-shirts; and trousers.

28
Among rural Industries in India, the highest growth rates in the 1980s were registered by electrical
machinery, pulp and paper, etc.

29
Production of check cloth on handlooms, sponsored by Grameen (and called Grameen check) is an
attempt at building such linkages.
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on a handful of independent variables proxying transport infrastructure, rural

electrification, human capital availability, credit supply, and water management.

As a first step, individual variables were regressed on agricultural productivity.

Such a specification has problems. There is bound to be omitted variable bias and bias in

the covariances. Thus any inferences drawn must be treated with caution. The results

highlight the importance of the credit and electrification variables: per capita bank

advances in rural areas, density of bank branches, and consumption of electricity are all

significant at the 5 percent level. Other proxies for electrification do less well. Primary

education has little explanatory power, perhaps because the effects of education are

subject to long lags. Secondary education has a stronger effect, but is only significant at

the 10 percent level (tables 26 and 27).

Predictably, irrigation is closely correlated with agricultural output, as is the

density of paved roads. But, total road density is not significantly different from zero, as

expected-unpaved roads are virtually impassable during the prolonged rainy season,

greatly undermining their economic utility for farmers.

Various combinations of the variables, whose individual significance was

established in the first round of regressions, were regressed on land productivity. While

the equations estimated are significant overall, that is, at least one of the explanatory

variables is likely to be non-zero, standard errors tended to be large coupled with high R

squares and insignificant coefficients, all of which point to multi-collinearity. For instance,

the demand for credit and the willingness of banks to extend loans is greater in areas that

have irrigation, electrification facilitates the use of pumps for tapping subsurface water
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supplies, and development of a road network stimulates the diffusion of bank branches.

With this problem in mind, the independent variables were pared down to secondary

education, irrigation, and paved roads. Paved roads are significant at the 5 percent level,

but education has the wrong sign and is not significantly different from zero. When bank

branches are substituted for education, collinearity renders both roads and credit

insignificant.

Finally, the most promising variables were regressed on gross regional production

at current market prices divided by the area of individual districts. Again bank branches

and the road network prove to be significant. But so is education, suggesting that it has a

greater influence on nonfarm activity than on agriculture. Electrification is insignificant,

reinforcing some of the findings from other Asian countries.

The message from these simple tests draws attention to road infrastructure and

irrigation in explaining the relatively weak effect that agriculture has had on the

development of rural industry. Credit availability is also important, although we can

interpret the results as saying that once a transport system is in place, the demand for

credit will generate the desired supply by way of an expanding banking network.

These tests show that developing the transport infrastructure can provide a

powerful stimulus to rural development. Roads are necessary for the development of

markets, which induce farmers to intensify cultivation, diversify their product mix, and

pursue nonfarm activities. Past research on Bangladesh has underscored the large benefits

from all-weather roads. For instance, Ahmed and Hussain (1990) find that villages better

served by transport infrastructure had a higher percentage of marketed output, especially
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paddy output. Use of fertilizer tended to be greater, and the price of fertilizer lower. And

infrastructure development increased smaller farmers' access to institutional credit

sevenfold. Finally, it influenced human capital by improving health indicators and

stimulating acceptance of family planning practices. Other work by Binswanger (1992)

and Binswanger and others (1993) on Indian districts shows that road density is significant

in explaining agricultural output. For instance, the elasticity of agricultural output with

respect to road density is 0.20, which is greater than the elasticity of output with respect

to price, 0.13%. In addition, building roads facilitated the growth of branch banking-the

elasticity of bank expansion with respect to road density was 0.8.

Similar findings have emerged from empirical analyses of rural development in

Southeast Asia. In central Java the location of manufacturing activities was strongly

influenced by telephone connections and nearness to a highway (Rietveld 1994).

Moreover, small-scale manufacturing was able to grow in the rural areas of Taiwan

(China) because of the extensive network of roads constructed by the Japanese in the first

half of the century (Brautigam 1994).

Building roads and enabling water-borne transport encourage production for the

30

market and reduce the cost of moving goods. The increase in vehicular traffic can

generate demand for repair facilities, locally manufactured spare parts, and metal working.

Constructing and maintaining roads, culverts and dredging water courses are labor

30
Between 1984 and 1994, the fleet of vehicles using Bangladesh's roads increased from 250,000 to
350,000 with most of the increase being concentrated in auto rickshaws (38,000) and motorbikes
(170,000). There were a total of 68,000 trucks, minibuses and vans in the country in 1984. About
62% of the freight is transported by road which represents a modest decline over earlier years. The
increase has been in waterborne transport which accounts for 36%. World Bank (1995b).
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intensive activities that can generate much-needed employment. Further, construction

requires materials, which can be produced by rural industries. Bangladesh either imports

gravel or manufactures the necessary aggregate from highly vitrified bricks. The

countryside is dotted with brick kilns. They employ mainly women workers, who first

bake the bricks and then pulverize them into suitably sized aggregate (Novak 1994).

Bangladesh is also poorly endowed with sand, and its collection is likewise labor-

intensive-divers scour the beds of the eastern rivers (Jansen and others 1989). The

increase in vehicular traffic can generate demand for repair facilities, locally manufactured

spare parts, and metal working.

Mechanical and Biochemical Technology

Building better transport system and creating mechanisms for delivering larger doses of

capital can trigger farm mechanization and diversification into cash crops. In tum, both

these can reinforce backward linkages from infrastructure building. Currently, minimal

machine inputs are used in agriculture. And given the abundance of labor, such farm

practices are efficient. But they have slowed the commercialization of farming and the

diffusion of modem techniques associated with rising capital intensity. Before the

technology can be adopted mindsets must change. Adopting a new technology has start-

up costs, but it improves the longer-term prospects of agriculture and the rural economy in

general. Farmers who mechanize are equipped to enlarge the scale of operation. Scale

not only increases market orientation, it can also start a cycle of continuous technological

improvement, incremental investment in water management, and land augmentation.

Adoption of mechanical technologies sends ripples throughout the rural economy. It
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transforms the labor market, it creates a multiplicity of niches that new rural industries can

colonize, and it gives rise to pools of capital that are largely absent in Bangladesh and will

accumulate only very slowly, even if institutions such as the Grameen Bank continue to

inculcate good savings habits. Other East Asian countries have shown that a dynamic

agricultural system with a strongly growing nonfarm sector must be market based, capital-

using, and reliant on bio-chemical inputs. Farmers in Bangladesh have increased their use

of fertilizers and high-yielding varieties, but have made much less headway in the other

two areas.

Neighborhood Effects

Neighborhood linkage and demonstration effects have proven profoundly important for

development in East and Southeast Asia. They have induced countries to become

economically competitive, and they have allowed latecomers to draw on their momentum.

The economic consequences of growth are reinforced when the electorate begins to see

growth as intrinsic to the political agenda and essential for the credibility of the

government.

Bangladesh's regional neighborhood has, until recently, been less-than-dynamic.

Economic growth in India was only been moderate through the 1980s. Myanmar's

economy has stagnated for two decades. Bangladesh's immediate neighbor to the west,

the Indian state of West Bengal, averaged an annual growth rate of 2 percent from the late

1 970s through the early 1 990s, and there has been relatively little industrial deepening.

Development in West Bengal has not exerted an upward pull on Bangladesh's economy.

Rather, intense competition from Indian enterprises producing textiles, housewares, and
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food products have, if anything, restrained industrialization in Bangladesh. Not having

moved to a higher stage of development, West Bengal has not created space in the lower

reaches of the market for manufactures that Bangladeshi firms can compete for. The

political rhetoric on both sides of the border has stressed equality over growth and given

primacy to workers rights. Rather than inducing a widespread commitment to maximizing

economic performance, as measured by growth and exports, regional politics has leaned

towards "satisfactory" growth and an avoidance of worsening inequality. In urban areas

this political mood has permitted labor unions to flourish and has imparted a combative

edge to relations between workers and their employers. The incidence of strikes is

unusually high.

The quickening tempo of the Indian economy, which is spreading to West

32
Bengal, could have favorable consequences for Bangladesh. This quickening may or

may not influence local politics. A deliberate effort to "look East" and view Southeast

Asia as a second significant neighborhood might be more profitable over the medium term.

To bring about such a shift the Bangladeshi urban business community must take the lead

by actively seeking markets in Southeast Asia and attempting to attract investment from

Malaysia, Taiwan (China), and Singapore. Closer economic links could strengthen the

31
The slow emergence of confirm activities in Bangladesh can be explained in part by competition
from manufactures and processed items imported from India. In a similar fashion, imports from
Thailand dampened the development of local industry in the Muda region of Malaysia. In China, on
the other hand, the goal of regional (or county-level) autarchy impelled rural industrialization, which
created a base, albeit a small and inefficient one, in rural communities throughout the country. Most
notable were those in the coastal areas where the agricultural system was most dynamic.

32
Financial Times Survey, "West Bengal", May 4, 1995. Average annual growth of state domestic
product during 1992-95 was 4.8%.
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external forces exerting a pull on Bangladesh and could shift political concerns toward the

kind of economic goals that have motivated development in East Asia.

RURAL INDUSTRY AND EXPORT-LED GROWTH

Export oriented activities are virtually nonexistent in rural Bangladesh, setting it very far

behind the East Asian countries. But there is potential for establishing export activities on

a broad scale. The sudden rise of the ready-made garments industry in the urban sector

shows that local initiative can yield good results and that foreign capital combined with

technical assistance can play a vital role.

Possibilities for Foreign Investment

Assuming that agricultural intensification and commercialization gain momentum, they can

trigger the development of sideline activities such as the production of vegetables, tropical

fruit, cut flowers, and fresh water shrimp, which can be exported. In some respects entry

barriers into an industry such as cut flowers, which commands a growing international

33
market, are not especially high. The investment required for greenhouses, piped

irrigation systems, rootstocks, cooling facilities, and packaging equipment is moderate.

More important is to stay abreast of technology, sustain quality, meet standards with

regard to pesticide residues, and conform to delivery schedules. Because significant scale

economies are absent and technology is widely accessible (from Israel and the

Netherlands), a country can entry the market relatively easily. But the experience from

33
For an extensive discussion of protected agriculture, including aspects of technology transfer and
overseas markets, see Jensen and Malter (1995).
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Kenya (Jaffe 1994) and Zimbabwe suggests that becoming established and finding a

foothold in the international market is not easy. Survival requires close relations with

foreign networks, and foreign direct investment is often a precondition for success. Apart

from capital, foreign participation brings a bundle of services-technology, quality control,

financial, and marketing-and induces the necessary degree of specialization. Local firms

that do not have foreign partners frequently distribute their efforts across several small-

scale activities. As a result that export business fails to reach a critical mass, and there is

insufficient learning and uncertain commitment.

Inadequate communications facilities can be a serious bottleneck to FDI. Without

good telephone and fax connections it is difficult to respond quickly to market

opportunities, keep in close touch with buyers, regularly update delivery schedules, and

organize the transport logistics of highly perishable commodities that require efficient post

harvest handling and reliable shipment. In the absence of reliable modern communications

system the cost of doing business can be prohibitively high. In the modern international

marketing environment, "telecommunications is at the heart of the kind of logistics

management necessary to move products from rural farms through ports [or airports] and

to the clients door, just-in-time. [Furthermore] rural telecommunications, can be a [source

of profits]-private sector suppliers of rural cellular systems in countries such as Mexico,

Brazil, Thailand, Malaysia and Philippines are finding it a profitable undertaking."

(Goldstein 1993: 25, 29).

Foreign involvement can also help overcome the problems posed by lumpy

investments in cold storage and packaging facilities and can facilitate dealings with air
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carriers, which are an essential link in the marketing chain. Without regular, competitively

priced freight services running to desired international destinations, an export business in

cut flowers cannot survive.

Domestic Hurdles

Commercial production of fruit and vegetables is already well established in Bangladesh.

34
But a modern food processing industry has not yet taken root. Again, the technological

and capital-related barriers to entry are not daunting. Two changes are needed: the

willingness to enter a higher technological milieu and the development of a marketing

environment that enforces international standards. Important to these developments is the

established, conventional, and widely traded nature of the technology, which eases entry

and offers a technological fix for initial teething difficulties. Also, mature external markets

establish clearly what is required of a new producer. Standards, protocols, and business

expectations are explicit and easy to imitate. There is a number of hurdles that exporters

of garments made from indigenous handwoven fabrics or exporters of Asian vegetables

must surmount. First, undeveloped local markets pose a serious handicap. Consumers in

Bangladesh do not demand consistently high standards of quality, cleanliness, uniformnity

of products, ultra-high temperature processing for perishable foodstuffs, aseptic

packaging, and adherence to precise specifications (such as color, shape, size, texture,

moisture content, acidity, and so on for fruits and vegetables.). In the case of indigenous

34
It has not taken off in West Bengal either in spite of being identified as a sunrise industry. In 1995,
the state was still making cold storage facilities for fruit and vegetables. Thirty five to forty percent
of products procured by processing facilities are wasted each year because of this. See Financial
Times, "Survey of West Bengal", May 4, 1995.
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material-based garments, consumers are also not looking for frequent changes in styles,

weaves, colors, and blends of fiber-details for maintaining international competitiveness.

Thus producers have no exposure to a modem market environment and are easily

discouraged by the demands of foreign buyers. Psychological capital must be expanded

before successful exporting can begin. Aside from the mental readiness to accept an alien

set of market rules, in many instances a "traditional" production function must be

deconstructed and replaced by technologically sophisticated procedures that, initially,

require training in techniques and in the conscious acceptance of new standards.

Eventually, as East Asian experience has clearly revealed, producers learn to

accommodate divergent rules and business practices, dealing with the domestic and

foreign markets differently.

Second, rural areas in Bangladesh, especially those far from the main cities, often

lack electricity. This absence does not hinder agriculture, but it impedes growth of rural

manufacturing and circumscribes its location. Producers of horticultural products that are

unable to invest in generators are handicapped because the product, is perishable and thus

35
dependent on a cold chain, refrigerated storage and rapid processing.

Third, meeting international standards almost inevitably calls for additional

investment in equipment and technology, much of which must be imported. Equipment

and technology can be obtained with relative ease, but the appropriate channels must be

35
According to World Bank (1995a) "Exporters use simple baskets or cartons which damage easily and
lead to spoilage enroute. Sea freight is problematic because of a lack of container trans-shipment
facilities between Dhaka and the ports, lack of cold storage facilities at the ports and unavailability of
aerated shipping facilities between Bangladesh ports and overseas markets for perishables such as
potatoes".
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identified, search costs incurred, false starts accepted, and information distinguished from

noise. Learning to use a new technology can be expensive. And although an export-

oriented production system can be introduced with foreign assistance, it must eventually

be sustained and serviced by a home grown support network. This is another element of

sunk costs: exporters must shoulder part of the costs of network development by entering

into contractual arrangements with suppliers. Manufacturers in southern China were able

to break into foreign markets with amazing speed because Hong Kong had already

incurred the sunk costs of building a support system network, which provided new

Chinese entrants with intermediate inputs.

Overseas marketing networks will be decisive to success for every exported good.

Bangladeshi producers can link up with multinational marketing companies, such as del

Monte, and use the companies' brand names and distribution systems to sell worldwide.

Or, large Western retailers that purchase ready-made garments might provide outlets for

rural industry. The overseas Asian business community may offer a third possibility.

Asians are becoming better represented among businessmen and professionals in

industrialized countries. They have the capital, market information, and connections to

advise which products from Bangladesh have good sales prospects and to orchestrate

marketing and distribution strategies. The Asian community in Britain was instrumental in

helping Kenyan vegetable producers find a market (Jaffe 1994). Asians overseas also

boast a reservoir of technical skills, which could help launch new industries and could be

transferred to Bangladeshis.
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Fourth, export financing, the opening of letters of credit (L/Cs), and arranging

payments through banks can be problematic for beginners, especially for rural producers

that have access to only the most rudimentary banking facilities. In southern China the

Hong Kong nexus aided the inexperienced enterprises from the Pearl River Delta, in ping

their toes in export markets. The plight of Senegalese manufacturers attempting to sell

textiles and ethnic goods to major US retailers is more typical. After a promising trial run,

the effort by the two sides to consummate the first sizable order was extremely trying.

Biggs and others (1994) observe that from the perspective of the Senegalese firm, "the

financing of [export] transaction was the greatest obstacle to successful completion of the

order. The letter of credit (LC) was finalized only four months after the original order

was placed. This delay in financing delayed production. The [Senegalese manufacturer]

had no previous experience financing exports using LCs, and was overwhelmed by the

financial aspects of the transaction. This was compounded by the complex structure of the

LC".

Fifth, most producers in developing countries plunge into the export business

carrying high discount rates. They expect to earn large profits within a year or two and

quickly recoup the initial outlay. But mature businesses, such as garments or horticultural

products, such a performance is nearly impossible. Because of the ease of entry, intense

competitiveness of international markets, and necessity of building a reputation, profits

accrue only after a lag, and net returns on capital are rarely more than single digit.

Winners must be prepared to stay the course, acquire a reputation, and export large

volumes, preferably in more than one important market. In mature markets supplying
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first-tier mass consumption products, exporters must aim for volume if they want large

gross earnings. Profitability improves with higher quality items aimed at smaller, albeit

more prosperous, segments of the market. But scaling the quality ladder takes time and

progressive investment in skill development and equipment.

Financing of New Enterpnises

Surveys of small and medium scale rural enterprises in Bangladesh (Ahmed 1984, for

example), other South Asian countries, and Africa frequently reveal that financing

constraints are binding. But closer examination of the findings uncovers equivocation,

both with respect to need, as well as local availability (Aryeetey, et al 1995). Proposals

about remedying the situation have become more hedged as experience has accumulated.

Cross-country evidence suggests that entrepreneurs draw personal savings and, if possible,

the resources of the extended family to set up an enterprise. Thereafter, profits are the

main source of funds for expansion. Small firms in Africa and Bangladesh do obtain some

working capital from informal sources, credit cooperatives, and banks. They also receive

credit in the form of raw material advances from suppliers and advances from their

customers (Islam and others 1994). Because most borrowers cannot supply collateral and

banks have difficulty ensuring repayment, banks rarely extend term financing for

equipment and structures. Likewise, although rotating savings and credit associations

(ROSCAS) are widespread in Asian and African countries, they rarely contribute directly

36
to the development of small-scale industry. They do not contribute mainly because the

36
There are sources of informal credit in all countries, being more extensive in some, such as Taiwan
(China), than in others. In Taiwan (China), they supplement the formal credit system substantially
(Tang 1995). Elsewhere, ROSCAS have evolved hybrid forms suitable for particular circumstances
(Bouman 1995), which provide the funds to smooth consumption and finance major purchases.
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amounts involved are fairly small (Jaffee 1994) and because the loans are mainly used for

consumption purposes. But if these associations are able to spread and strengthen the

ethic of disciplined saving, as in Taiwan (China) (Besley and Levenson 1993), then they

can indirectly encourage rural industrialization by increasing household demand for

durables. The message is that very small pools of institutional finance do not have a

discernible effect on rural industrialization. Only when the pools expand do they enter the

picture, either through market demand or, as in China, by enabling community-managed

rural cooperatives to finance industry.

In Africa low rates of rural household savings have rendered ROSCAS ineffectual

for industrial purposes. Household savings are higher in Bangladesh, in areas where the

Grameen Bank, which requires that borrowers save, is active. But these efforts will be a

slow process, and will probably work through the demand side rather through direct

industrial financing. Does that mean that financial instruments are ineffectual or

irrelevant? The Bank's record of lending to small and medium-sized enterprises shows

that the cost per job created was US $4,000 in Asia and nearly US $10,000 in Africa

(Webster 1994). Programs involving development banks were ineffectual, and lending for

technical assistance yielded slim returns. But if the local business environment was

buoyant and a base of supportive institutions was functional, financing through competent

banks or NGOs produced good results.

Informal credit institutions are minimally involved in financing rural industry. Small firms depend
mostly on their own resources or on that of relatives. Borrowing is often for consumption purposes.
See Feder, et al (1992). And in Bangladesh, small enterprises are important providers of credit to
buyers of goods (Islam 1994).
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Continuing to improve savings, investment, and exports would spur the rural

industrialization in Bangladesh. Institutions such as Grameen Bank, BRAC, and BSCIC

can serve as conduits for financing and extension, with commercial banks also playing a

larger role. A deliberate attempt to stimulating rural industry around a small number of

strategically located growth poles can ensure the needed supply of services. Lending by

the World Bank and other donors, which gave rise to an interlinked cluster of rural

enterprises, could start a virtuous circle if early success generated a strong demonstration

effect.

Niche Exporting

A more profitable but riskier export strategy involves targeting niche markets, in which

competition is less fierce and locally available craft skills facilitate entry. Handicrafts and

traditional textiles and clothing for ethnic markets in industrialized countries are some of

the available options. Finding a lucrative niche market requires market knowledge, the

ability to manufacture a well designed product, luck, and an innovative sales drive. Most

attempts fail. But a few outstanding successes can have profound demonstration effects.

Three examples of niche products suited to mix of skills available in Bangladesh are

bamboo fishing rods and fishing flies; bamboo cane, coconut fiber and straw products; and

handloom products. Currently, the demand for exclusive and pricey bamboo fishing rods

is met by a small number of craftsmen in the United States and Europe, who import their

materials from southeastern China. Converting a piece of bamboo into a fishing rod worth

hundreds of dollars requires little equipment other than hand tools, but demands labor

skills. Some of these skills and the tradition of fashioning fishing poles from bamboo are
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already present in Bangladesh. Through breeding and experimentation better varieties of

bamboo can be produced, and the deliberate acquisition of skills can refine the art of

making fishing rods. Good bamboo rods are superior to those made from synthetic

materials and the availability of good quality, comparably priced bamboo poles would

induce substitution and stimulate demand.

Labor, technique, materials, and attention to detail are needed to produce fishing

37
flies, but there is nothing esoteric about the process. Kenya produces flies using mostly

imported material and exports its flies to Europe and the United States. It is a niche

product ideally suited for rural industry in Bangladesh.

Crafting wooden boats for recreational sculling is another activity that could thrive

in rural Bangladesh. In the West, boatbuilding skills are becoming rare, and the market is

being taken over by boats made from fiberglass, carbon fiber, and kevlar. Wooden boats

have a mystique, an aesthetic quality, and a durable stiffiess that gives them an edge over

synthetic craft, but rising costs are a severe constraint. Labor and specific boatbuilding

skills are plentiful in Bangladesh (Jansen and others 1989). To sell abroad, the industry

would need to adopt the designs and materials that foreign buyers demand. For instance,

building a small wooden shell might require more than six different kinds of wood, some

of which are unavailable in Bangladesh. Thus a producer would first have to integrate

local skills with designs and some imported items, including tools, resins, and wood. Once

Bangladeshi boats had gained market acceptance overseas, producers would have to

37
Berenbaum (1995) stresses that the fly must look real to the fish taking into account countershading
and light filtering by the water column. A wide assortment of materials are used, with feathers being
especially common.
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progressively refine their designs incorporating feedback from buyers, and conduct a

modest amount of research to generate a regular stream of innovations that sophisticated

Western markets routinely expect. Riverboat manufacturing is a long-established cottage

industry in Bangladesh and could provide a springboard for exports to the sporting goods

market.

Bamboo cane, coconut fiber, and straw products feed a modestly sized local

market, but could be exported to niche markets. Furniture, baskets, mats, fabric, and

headgear are some of the items that are traded. But the field is competitive, crowded with

producers from South and Southeast Asia and Central America. A common thread links

their successes: good design, painstaking workmanship, selective and focused marketing,

and just the right measure of exclusivity. One good example of a rural-based product,

made entirely by hand, that occupies a privileged market segment are straw Panama hats

from Ecuador. Each Panama hat requires at least two months labor by a master

craftsman, and the finest hats with a silken finish, which retail for thousands of dollars, can

take up to eight months to complete. These "Montecristi finos" are the finest straw hats

but the market for hats made from different kinds of natural fiber is diversified. There is a

mass market for low-priced straw hats sold at very small markups. This is a point of

entry. However, establishing a foothold in the market for premium headgear is the only

way to ensure profitability and reputation. Traditional weaving and basketmaking skills

must be put to new uses, available or imported fibers must be experimented with, reverse

engineering of promising designs pursued and a cost effective marketing strategy devised,

which raises the chances of success.
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The handloom sector also commands a large domestic market and could develop

into an important exporter. This industry has stagnated for the past decade as demand has

shifted toward machine-made fabrics and handloom weavers have only slowly absorbed

technological changes that would enhance quality and raise productivity. Very likely,

machine-made cloth will eventually displace the lower grades of cotton fabrics used for

dhotis and saris. Only the specialty fabrics, like the superior "madras" check material, the

silk-cotton blends, and the weaves used for jamdani or varanasi saris, are likely to have an

enduring market. But these products, suitably upgraded and refreshed with new designs,

provide unique export opportunities.

Emigration from the subcontinent to the United Kingdom, North America, and

East Asia has created a large, rapidly growing, and relatively affluent ethnic market in

these regions. Smaller, prosperous Indian communities also live in East Africa. But

Bangladesh's fairly restricted range of handloom designs, weaves, and blends appeals only

to a small clientele. The cotton fabric might be rustic and uneven in quality; the sari

material is often ornate and unsuited for regular use.

The specialty, high quality handloom cloth made of silk or silk cotton blend must

be redesigned to have an international appeal. Handloom weavers cannot bring about this

transformation on their own, although their readiness to upgrade their technology and

produce new designs will be critical. The key players are designers and marketing

experts-they who must create a range of products tailored to the tastes and lifestyles of

the target ethnic population. Once the needed integration of style, design, and material
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has been achieved, and a workable formula identified, handlooms can be improved

technologically.

Bangladesh has the rural production base and skills to manufacture fabric in

exportable quantities and developing a rural-based garment industry linked to handlooms

38
is certainly feasible. But important forward linkages with service activities must

materialize before handlooms can be transformed into an export sector with good growth

prospects. Essentially, marriage of urban-based design, marketing, engineering extension,

and finance services can reverse the downward spiral of the handloom industry and

position a specialized segment to enter export markets.

GROWTH POLES

A degree of peri-urban industrial activity is visible along the outskirts of Dhaka, and

handloom-based weaving activities are ubiquitous in villages within a thirty-mile radius.

On a lesser scale small manufacturing enterprises are clustered along the edges of other

cities. But the possibilities for creating urban growth poles for rural industrialization are

most promising in a handful of locations, chosen on the basis of five indicators:

* The extent and diversity of the industrial base. This measure reflects available

skills, the size of the market, entrepreneurial resources, and the likelihood of

linkage effects.

38
Information on handlooms is somewhat imprecise, but there are approximately half a million
handlooms available, of which more than 300,000 are in use (327,300 in 1989-90). In 1989-90, 675
million meters of fabric were produced.
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* The density of the surrounding surface transport network. Road density in

Bangladesh is as much as 70 kilometers per 1000 square kilometers of land

area, or as little as 29 kilometers depending on whether the lower category of

rural feeder roads are included. By and large, the road network is of poor

quality reflecting geographic and climatic conditions, the cost of building roads

39
and the unavailability of suitable material for building and paving. Water

transport has traditionally been important and in recent years has increased its

40
share of freight transported to over a third.

* The characteristics of the adjacent rural economy, including its growth rate,

mix of crop outputs, and industrial base.

* The banking network. This measure, however, says nothing about informal

mechanisms for generating resources and delivering credit.

39
In 1995, Bangladesh had 8,400 kilometers of paved roads and 77,500 kilometers of rural feeder
roads, an 8 percent increase over the length of the network in 1983. On a per square kilometer of
land area basis or with respect to cultivated area, this is close to the highest in the world and far
above that of other developing countries. However, less than 6 percent of the roads are in good
condition and even the paved (non-bitumen) roads, with their pulverized brick surfacing are roughter
than gravel because of the low plasticity of the brick aggregates. The quality of rural roads is very
low and many are impassable during the monsoon season. If roads in the R2 category are excluded
from the network total (45,000 kilometers) then the ratio of roads to surface area is lower than in
India or Sri Lanka. The problems with rural roads arise from the need to build high embankments
using organic laden silt, which is unsuitable for this purpose; the lack of proper drainage structures
and adequate compaction of the roadbed; and the necessity of building numerous bridges and
culverts. For these reasons, road building and maintenance is an extremely costly activity in
Bangladesh. World Bank (1 995b).

40
There are 8,300 kilometers of navigable waterways during the monsoon season. This shrinks to
5,200 in the dry season. Of the total, 3,600 kilometers are maintained all the year round. Some
4,300 registered vessels and 300,000 riverboats ply these waters and were estimated to have carried
760,000 tons of freight in 1993-94. World Bank (1995b).
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School enrollment, which is a crude proxy for skill availability and, more

importantly, of the value that the population assigns to skill development. It is

also an indicator of services provision by the public sector and private

willingness to provide services using local funds (tables 11 and 12).

Armed with these indicators, a short list of the most promising districts can be

compiled from the total sample of eighteen (table 29). Because each indicator yields a

different ranking-some overlap-a certain amount of judgment and sense of place is also

needed. Excluding Dhaka, the districts that combine an urban industrial base with good

scores in the other areas are Kushtia, Bogra, Rajshahi, and Jessore. Other districts with

reasonable strengths are Comilla, a major center of the handlooms industry, and Faridpur,

where the dominant industrial activity is sugar processing. Chittagong has the advantage

of being the main port, of having acquired some industrial trappings, and of being near to

Cox's Bazaar, which has the potential to become an attractive tourist resort.

Rajshahi, Kushtia, and Bogra lie alongside the Padma and Jamuna rivers, while

Jessore lies close to the Madhumati, a major tributary of the Padma. Thus they enjoy

three advantages that are important in Bangladesh: their closeness to rivers provides

41
access to waterborne transport; their cultivable land is superior in quality; and the ease

with which surrounding land can be irrigated allows for more intense water usage.

Looking to the future, these districts are also better placed to benefit from spillover effects

from India and to trade with West Bengal and Orissa.

41
Although the inadequacy of ghat berthing facilities limits the benefits.
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Kushtia has registered fairly rapid agricultural growth over the past decade (2.15

percent per year) because of intensive irrigation, use of HYVs, and crop diversification. It

has a high level of electrification and is second only to Dhaka in the ratio of bank branches

per union (1.69). In addition, road density is about average-0. 16 kilometer per square

kilometer. Kushtia city is 40 kilometers from the border from the Indian border and

across the Padma river from Pabna, another medium-size city of local significance.

Kushtia city has a population of more than 100,000, and it has attracted a number of

manufacturing activities, tobacco processing being the most important. Nearly 9 percent

of the district GDP is derived from manufacturing, which is higher than that in Rajshahi

(2.1 percent), Bogra (3.2 percent) and Jessore (3.3 percent).

Bogra, like Kushtia, has a strong agricultural base. Both road infrastructure and

water management facilities are relatively well developed. If anything, road density is

higher than in Kushtia (0.18 kilometer per square kilometer), although the ratio of bank

branches is somewhat lower. The city of Bogra (population 1.8 million) has emerged as a

center for light manufacturing closely tied to the rural economy. Food processing,

engineering, metal work, and repair facilities are numerous. The city is a major domestic

supplier of irrigation pumps and engine parts. The proximity of several historic Buddhist

sites makes Bogra the country's principal tourist spot.

Rajshahi (population 3.2 million) has several strengths. Its agricultural hinterland

is one of the most dynamic in Bangladesh, electrification levels are high, and surface

transport, including water based transport is adequate. The city is known for its

sericulture factory which is supported by a government-run research institute. The mango
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orchards outside the city contribute significantly to the local economy. Rajshahi lies close

to the Indian border and is strategically positioned to benefit from cross border trade.

Jessore district is a part of Bangladesh's agricultural heartland. Cotton growing is

the major activity, and Jessore registered the highest agricultural growth during 1986-91.

High growth has had a positive effect on other indicators of modernization . Only

Patnakhali has a higher level of enrollment in primary schools, and Jessore is also ranked

number two in secondary school enrollment. It tops the list with respect to rural

electrification. Other indicators, such as bank branches and road density, are closer to the

average. The city of Jessore (population 0.15 million) does not yet possess an industrial

base, but its potential is comparable with that of the other three districts, and it could

emerge as a producer of textiles.

Local Government

These top four districts are in the eastern, more fertile half of the country, closer to West

Bengal. If the experience of East Asia is a reliable guide the development of rural industry

around selected urban centers will be strongly motivated by the mediating efforts of local

authorities. Local government in Bangladesh is weak and largely ineffectual in promoting

development-whether through building infrastructure, providing services, or, as in China,

actively pursuing rural industrialization. The East Asian experience and the worldwide

trend toward transferring greater responsibilities to subnational governments argue for

building up local government capacity. This effort has been underway, intermittently, for

several decades (see Schroeder 1989; Moniruzzaman and Schroeder 1989).
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Local government were formally established in Bangladesh by the Bengal Local

Self-Government Act of 1885 and subsequently altered by the Village Self-Government

Act of 1919. The 1919 Act created a two-tier system of district boards and union boards

that persisted after the establishment of Pakistan in 1947. Next, the Basic Democracies

Order of 1959 provided for a union council and a thana council. Ordinances and

Amendments passed in 1976 (after the creation of Bangladesh), 1982, and 1983 brought

the focus of local government on the zila, upazila, and union parishads. The upazila

(formerly thana) parishad may be the most suitable nucleus for local government.

Thus Bangladesh has a tradition of local government-one necessary ingredient for

building of capacity-and the scale of local government-taking the thana as the main

42
building block. The average population of a thana is 200,000, which, even at prevailing

43
income levels, adequately captures scale economies. Bangladesh is also unusual in

having a large number of active NGOs that can supplement the efforts of local

governments.

But five attributes critical to building capacity are lacking:

- Limited administrative autonomy of the upazila. The hand of central

government rests heavily on the shoulders of local authorities, and central

appointees largely run the show. This arrangement serves the political and the

42
Bangladesh has 489 thanas distributed across sixty four districts.

43
Data from industrial countries show a wide variance. The mean district population in England is
125,000; it is 30,000 in Sweden, 20,000 in Germany, and 9,000 in Norway.
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administrative objectives of the center, but prevents local institutions from

44
matunng.

* Low degree of local political participation, infrequent and unfair election, low

accountability of elected officials, little independence from central government

politics. Recent actions may have reversed trends that began emerging in the

45
latter half of the 1980s.

* Narrow revenue assignments and weak incentives to exploit taxes and fees

46
assigned to local authorities. Likewise, the expenditure obligations are

circumscribed and standards of service delivery are low and poorly enforced.

There is no mechanism for letting locals have a voice.

* Limited incentives for locally motivated development activity. This problem

stems in part from the lack of fiscal autonomy.

* Restricted administrative financial and technical skills that locally available.

This problem is much less severe in areas adjacent to major centers.

Such capacity restrictions can and must be eased. Because Bangladesh's

instruments for development are so few and its constraints so burdensome, the waste of

44
The efficiency of local political institutions can be compromised when the central government
attempts to collude with or co-opt local elites. Under the Ershad regime, central patronage was
widely used to win the allegiance of sub-district chairmen. And this political history has influenced
the willingness of the Zia government to allow local bodies much autonomy.

45
Although the electoral process in Bangladesh is seriously flawed, incumbents who do not deliver are
often not reelected in spite of their efforts to secure victory using the advantages of office.

46
In post-independence India the devolution of administrative powers to the panchayati raj failed
because these bodies lacked fiscal resources and political legitimacy. But once these shortcomings
were remedied in West Bengal and Karnataka after 1980, these local institutions revived and began
performing with some effectiveness (Parker 1995).
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local potential is a very serious problem. A determined effort to build capacity could

easily begin to yield results in three to five years. Further, if a few local authorities,

47
working jointly with NGOs and other private providers, could chart out the route to

successful development, the contagion effects would quickly draw other localities toward

a higher level of activity.

CONCLUDING OBSERVATIONS

To substantially raise its per capita GDP, Bangladesh must take deliberate measures to

increase its growth rate well above its current three to four percent per year. This

quickening must come from rural development-agricultural modernization and the

simultaneous expansion of a few rural industries-that could jointly lift the economy to a

higher level of growth. Comparative experience from some of the successful East and

Southeast Asian countries and empirical evidence from Bangladesh suggests that

47
The local governments can contract out the provision of services to a variety of providers. For
instance, specialized location and client specific extension services to larger farmers can be provided
by agro-processing firms and input suppliers, while farmers associations, with government backing
can provide some kinds of assistance to smaller cultivators. Other kinds of technical services can be
obtained from marketing and media companies as well as consulting firms. The capacity of service
providers currently active in Bangladesh, such as Local Government Engineering Department
(LGED) and the Bangladesh Rural Advancement Committee (BRAC), is sufficient to allow local
governments to contract out for a variety of their needs, including health, education and
infrastructure related services. However, local authorities will need to first acquire skills to monitor
activities, ensure accountability and provide the necessary financial management. There are over
16,000 registered NGOs in Bangladesh which serve as channels for much donor provided assistance.
About 700 of these have a development role. BRAC, the largest, with a staff of 33,000 is by far the
most diversified and in many ways the most effective. It has been active in running schools,
providing health services and setting up small industries. BRAC and other similar NGOs are
making available to national and sub-national governments in Bangladesh the organizational means
to redefine the role of government and vastly increase the efficiency of service provision through
public-private partnerships which is the trend in some of the developed countries (see Financial
Times, November 13, 1995; "California's Contract Example".
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investment in transport infrastructure and the mechanization of farming would give the

strongest push to agriculture and generate the most potent spread effects.

Agricultural growth and a change in the composition of output favoring cash crops

would stimulate industry through demand and input-output linkages. But in order to turn

rural manufacturing into a leading sector with the potential to employ a large number of

people and good export prospects, impetus must come from other directions as well.

The starting point is the existing reservoir of skills in the rural sector, which help to

define initial industrial possibilities. Textile weaving, working with natural fibers,

assembly activities, jewelry making, and woodworking could evolve into modem

industries serving export markets. But the current state of rural industry in Bangladesh

and international experience with the evolution of rural-based export industries suggest

that five conditions must first be.

First, the paucity of capital, the inadequate transport infrastructure, and the

advantages of proximity to markets, argue for concentrating rural industry around a few

urban centers. In Bangladesh Dhaka, Rajshahi, Bogra, Kushtia, and Chittagong are

obvious candidates. Dhaka has the broadest industrial base and is the biggest market in

the country. Chittagong is the country's main port and has also attracted garment

industries and associated services. Rajshahi, located in a prosperous agricultural region

close to the Indian border, is well-served by road and water transport, has a range of food

processing industries, and is the center of Bangladesh's nascent silk industry.

Second, several urban services are essential if rural manufacturing is going to take

root and become competitive. They include engineering services to help introduce modem
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production equipment, financial services, support in designing products that can penetrate

overseas markets, applied research, industrial extension and marketing services. Again,

proximity to well developed urban centers, is an advantage.

Third, it is vital for each area to concentrate on a few industrial subsectors rather

than to spread scarce skills thinly across many industries. Successful development in

Gujarat state in India shows just such focus.

Fourth, if rural industry is to gain momentum quickly, local demonstration effects

and an international reputation are vital. Demonstration effects induce bandwaggoning

and the entry of many entrepreneurs. An international reputation is needed to generate

demand for Bangladesh's goods sufficient to draw buyers and foreign direct investment.

Both require a few visible and sustained successes. Achieving these should be made

priority, and popularizing them widely an essential element of strategy.

Fifth, Bangladesh must be a safe and convenient place to do business in. Hence

the cities that are the centers of rural industry must be easy to reach by air and well served

by hotel facilities, and travel to rural factories should be convenient.

Finally, rural industry needs a concentrated dose of entrepreneurial initiative some

of which can be catalyzed by NGOs. In China local authorities have frequently taken the

lead, putting up risk capital and providing leadership and managerial inputs. Once these

initial measures proved successful, others were willing to enter. Elsewhere in Southeast

Asia, foreign investors setting up production in Special Economic Zones (SEZs) helped to

galvanize rural industry through production linkages, training, and technology transfer.

Agricultural producer cooperatives also supplied capital to launch food processing
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industries. When these prospered because of exports, as in Taiwan (China), the stage was

set for diversification into other light industries.
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Table 1
Sources of growth in gross domestic output in Bangladesh

percent)

Contribution of

Gross
Growth of gross Total domestic Resource

Year domestic product Agriculture Industry Services Consumption investment balance
1970 6.2 2.9 0.1 3.2 8.7 -1.3 -1.1
1971 -3.9 -2.4 -3.0 1.4 -1.7 -3.9 1.7
1972 -11.1 -5.6 -6.0 0.5 -3.0 -7.1 -1.0
1973 -0.2 0.1 5.4 -5.7 -16.9 6.2 10.4
1974 13.4 3.9 4.5 5.0 23.7 -0.6 -3.7
1975 -1.3 -2.7 -1.0 2.4 -1.7 -1.2 1.6
1976 4.5 2.9 -0.6 2.2 6.4 0.5 -2.4
1977 1.0 -1.8 1.8 1.0 -6.4 1.9 5.6
1978 7.3 4.9 0.3 2.1 10.9 3.1 -6.6
1979 5.9 0.5 3.0 2.4 4.9 0.6 0.4
1980 1.4 0.4 -0.9 1.8 1.0 5.3 -4.9
1981 9.5 1.4 0.5 7.6 7.0 0.6 1.9
1982 3.8 2.9 0.2 0.7 3.5 -0.4 0.6
1983 4.6 1.9 0.2 2.5 7.1 -3.2 0.7
1984 4.8 2.2 1.5 1.0 5.2 0.6 -1.1
1985 3.9 0.4 0.4 3.0 6.1 1.4 -3.5
1986 4.4 1.4 0.4 2.6 2.1 -0.9 3.2
1987 4.1 0.2 1.2 2.8 4.0 1.2 -1.0
1988 2.8 -0.3 0.8 2.4 3.4 0.2 -0.7
1989 2.5 -0.4 0.7 2.2 3.6 -1.0 -0.1
1990 6.6 3.8 1.0 1.9 5.9 0.3 0.5
1991 3.4 0.6 0.7 2.1 2.2 -1.3 2.5
1992 4.2 0.8 1.1 2.2 2.1 0.8 1.3
1993 4.4 0.7 11.3 2.4 3.5 1.0 -0.1
1994 4.6

Source: World Bank data.
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Table 2
Annual growth of GDP in a sample of African and Asian countries
(percent)

Average of Variance in
annual growth growth rate

Country 1980 1981 1982 1983 1984 1985 1988 1987 1988 1989 1990 1991 1992 1993 rates (80-93) (80-93)

Bangladesh 1.4 9.5 3.8 4.6 4.8 3.9 4.4 4.1 2.8 2.5 6.6 3.4 4.2 4.4 4.3 3.68

China 8.6 4.1 8.1 10.2 14.4 12.9 8.4 11.1 11.3 4.2 3.9 8.4 14.3 14 9.6 13.76

Egypt, Arab Republic of 10.8 4 10.7 7.7 6.1 6.6 2.6 2.5 4.2 3 2.4 2.1 0.3 0.5 4.5 11.49
Gambia, The -9.8 10.2 12.7 -5.3 3.4 4.1 2.2 1.2 6.1 5.6 0.7 8.2 -5.8 7.4 2.9 40.72

Ghana 0.6 -2.9 -6.5 -4.4 8.8 5.1 5.1 4.6 5.5 4.9 3.1 5.2 3.6 4.8 2.7 19.04

India 6.7 6.5 3.8 7.4 3.7 5.4 4.8 4.7 10 6.6 5.2 0.7 4.6 2.8 5.2 4.99

Indonesia 7.9 7.4 -0.3 8.9 6.7 2.6 5.8 4.9 5.8 7.4 7 6.7 6.5 6.3 6.0 5.45

Kenya 5.4 4.1 1.9 1.5 1.7 4.3 7.1 5.9 6.2 4.7 4.2 1.5 -0.7 1.1 3.5 5.37

Malawi 0.5 -5.3 2.4 3.8 5.6 4.6 -0.7 1.4 3.1 0.5 6 9.1 -7.3 9.3 2.4 22.e3

Myanmar 7.9 6.3 5.6 4.4 4.8 2.8 -0.8 -4.1 -11.5 3.7 2.7 -0.9 9.4 5.8 2.6 29.55

Nigeria 3.9 -9.2 -0.8 -6.6 -4.3 9.3 1.7 -0.2 9.8 6.7 5.6 5.1 5.8 1.5 2.0 33.00
Pakistan 10.4 7.9 6.5 6.8 5.1 7.6 5.5 6.4 7.8 4.8 4.5 5.5 7.8 2 6.3 4.04

Sri Lanka 5.8 5.6 7.5 4.9 4.8 5.1 4.2 1.2 2.7 2.1 6.3 4.5 4.1 6.9 4.7 3.16

Togo 14.7 -3.4 -3.7 -5.2 6 6.1 1.6 0.5 6.3 4 0.2 -0.9 -9.4 -12.7 0.3 49.95
Zaire 2.4 2.2 -0.7 1.6 5.5 0.5 4.7 2.7 0.6 -2 -2.3 -7.2 -10.6 -0.2 18.99

Zambia 3 6.1 -2.7 -2 -0.8 1.6 0 3.1 5.6 -0.9 0.5 -0.4 -0.6 5.1 1.3 8.24
Soct: Wudd So* dmta.
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Table 3
Incremental capital output ratios for a sample of African and Asian countries

Country 1970-74 1975-79 1980-84 1985-89
Bangladesh . . 2.87 3.67
Ghana 4.00 9.34 -6.40 2.41
India 12.98 8.77 3.78 3.25
Indonesia . . 4.56 4.15
Korea, Republic of 1.97 2.41 3.02 2.79
Malaysia 2.47 2.77 5.09 4.08
Myanmar 3.97 1.94 3.19 -3.75
Pakistan 6.21 3.49 2.64 2.82
Philippines 2.74 3.58 . 3.35
Sri Lanka 3.11 2.77 4.10 8.43
Thailand 4.48 2.99 4.15 2.31
Zambia 14.80 5.64
Zimbabwe 4.46 -17.68 6.59 5.93
Note:

1., 
ICOR,.-= - (Firedlndv)j (GDP - GDP -)

2. Data in constant 1987 prices.
Source: World Bank data.

Table 4
Estimates of total factor productivity growth
in a sample of African and Asian countries, 1 960-90
(percent)

Total factor
productivity

Country growth
Bangladesh 0.58
China 2.27
Ghana -2.70
India -0.36
Indonesia 0.12
Kenya 2.24
Korea, Republic of 0.55
Malawi 0.01
Myanmar 0.51
Pakistan 0.58
Philippines 0.02
Sri Lanka 0.74
Thailand 0.75
Zaire -1.37
Zambia -1.60
Source: Nehru and Dharashwar (1994i.
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Table 5
Gross domestic savings in a sample of African and Asian countries
(percentage of GDP)

Country 1970 1975 1980 1985 1990 1993
Bangladesh 7.2 0.9 2.1 2.0 2.9 7.5
Egypt, Arab Republic 9.4 12.3 15.2 14.5 6.8 6.0
Gambia, The 5.1 15.2 0.7 5.1 8.8 8.5
Ghana 12.8 13.7 4.9 7.6 6.0 -1.4
India 16.4 20.4 17.4 20.8 23.7 23.8
Indonesia 13.9 25.9 37.1 29.8 32.1 30.5
Kenya 23.6 13.5 18.1 24.9 19.1 21.1
Malawi 10.8 17.0 10.8 12.9 9.7 1.8
Myanmar 10.6 8.8 17.6 11.5 11.2 11.5
Nigeria 12.0 20.7 32.3 12.6 29.5 18.5
Pakistan 9.0 4.9 6.9 6.7 11.1 12.0
Philippines 21.9 24.8 24.2 17.4 18.4 15.6
SriLanka 15.8 8.1 11.2 11.7 14.1 15.8
Thailand 21.2 22.1 22.9 25.5 33.6 35.9
Togo 25.9 17.4 24.8 15.4 13.6 -2.3
Zaire 12.2 12.7 10.1 14.4
Zambia 45.1 21.2 19.3 15.4 17.8 14.2
Source: World Bank data.

Table 6
Gross domestic investment in a sample of African and Asian countries
(percentage of GDP)

Country 1970 1975 1980 1985 1990 1993
Bangladesh 11.3 6.1 14.9 12.9 12.8 13.8
Egypt, Arab Republic 13.9 33.4 27.5 26.7 21.9 17.0
Gambia, The 4.8 12.2 26.2 12.5 19.7 20.5
Ghana 14.2 12.7 5.6 9.6 14.5 14.8
India 17.1 20.8 20.9 23.9 26.6 24.1
Indonesia 15.8 23.7 24.3 28.0 30.1 28.3
Kenya 24.4 18.1 29.2 26.0 24.3 16.1
Malawi 25.7 33.7 24.7 18.6 19.7 12.3
Myanmar 14.2 10.0 21.5 15.5 13.4 12.1
Nigeria 14.8 25.2 22.2 9.0 14.6 15.1
Pakistan 15.8 16.2 18.5 18.3 18.9 20.7
Philippines 21.3 30.9 29.1 15.3 24.2 24.1
Sri Lanka 18.9 15.6 33.8 23.4 21.9 25.3
Thailand 25.6 26.7 29.1 28.2 41.1 40.0
Togo 15.1 27.7 30.1 24.1 25.4 6.0
Zaire 14.9 17.8 10.0 12.5
Zambia 28.2 40.9 23.3 14.9 17.3 15.3
Source: World Bank data.
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Table 7
Direct foreign investment in a sample of African and Asian countries
(percentage of GDP)

Country 1985 1990 1992 1993
Bangladesh 0.01 0.01 0.04 0.07
China 0.36 0.75 1.71 5.43
Egypt, Arab Republic of 0.61 0.39 1.01 1.15
Ghana 0.12 0.24 0.33 0.00
India 0.07 0.06 0.16 1.64
Indonesia 0.35 1.03 1.39 1.38
Korea, Republic of 0.21 -0.04 -0.16 -0.16
Malaysia 2.23 5.45 7.70 6.75
Pakistan 0.25 0.50 1.15 0.60
Philippines 0.04 1.20 0.43 1 .41
Sri Lanka 0.41 0.52 1.23 1.79
Tanzania 0.00 0.00 0.47 0.84
Thailand 0.42 2.69 1.77 1 .20
Zambia 2.29 6.17 0.00 0.09
Source: World Bank data.

Table 8
Aggregate net resource flows in a sample of African and Asian countries
(current US dollars per capita)

Country 1980 1985 1990 1991 1992
Bangladesh 18.4 10.5 14.6 14.8 15.1
China 2.0 5.5 8.8 9.5 19.5
Egypt 79.0 95.9 99.9 76.4 54.5
Ghana 16.9 16.0 50.3 54.2 49.1
India 3.1 4.0 5.4 5.2 5.0
Indonesia 12.8 9.7 34.3 35.3 41.8
Korea, Republic of 64.0 73.0 30.2 115.1 135.1
Malaysia 149.1 54.8 112.2 224.0 284.7
Pakistan 15.2 6.9 12.9 14.0 16.2
Philippines 26.2 23.8 31.3 22.7 53.0
Sri Lanka 28.8 32.7 33.9 52.7 29.1
Tanzania 46.9 16.5 38.9 37.7 39.5
Thailand 44.7 35.6 86.6 91.3 66.1
Zaire 13.9 6.2 16.3 18.6 14.9
Zambia 92.7 61.2 119.5 69.3 76.1
Note: Aggregate net resource flows are loan disbursements minus principal repayments plus
FDI, portfolio equity flows, and official grants. Technical co-op grants are not included. Official
development finance. which Includes ODA (official grants plusofficial concessional loans, both bila-
teral and multilaterall plus nonconcessional loans, Is thus a subset of aggregate net resource flows.
Sourca: World Bank data.
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Table 9
Government current tax and nontax revenue for a sample of African and Asian countries
(percentage of GDP at market prices)

Country 1980 1985 1990 1992 1993
Bangladesh 14.0 8.8 9.3 10.9 12.0
China . . 8.9
Egypt, Arab Republic of 44.1 40.0 29.8 41.3
Ghana 6.9 11.8 13.2 12.2 18.3
India 12.0 13.8 13.5 14.5 14.3
Indonesia 21.3 21.0 20.2 19.5 18.6
Korea, Republic of 17.4 16.7 17.5 17.8 18.8
Malaysia 26.3 30.0 27.1 28.6 27.3
Pakistan 17.0 16.7 20.0 18.5 18.9
Philippines 14.1 12.1 16.4 17.8 17.6
Sri Lanka 24.1 23.9 22.8 21.8 21.0
Tanzania 20.3 16.7
Thailand 14.6 15.8 18.8 17.7 18.1
Zambia 25.8 22.1
Source: World Bank data.
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Table 10
Illiteracy rates for a sample of African and Asian countries
(percentage of population above age 15)

Male and female Female

1980 1981 1985 1990 1985 1990
Bangladesh 70.8 67.8 64.7 81.0 78.0
China 34.5 31.8 26.7 44.7 38.2
Ghana 47.2 39.7 57.8 49.0
India 59.2 55.9 51.8 70.9 66.3
Indonesia 32.7 28.2 23.0 36.5 32.0
Kenya 52.9 35.0 31.0 46.8 41.5
Korea, Republic of 5.3 3.7 8.9 6.5
Malawi 58.8 69.2
Malaysia 26.0 21.6 35.0 29.6
Myanmar 22.0 19.4 31.4 27.7
Pakistan 73.8 69.0 65.2 82.3 78.9
Philippines 16.7 12.3 10.3 12.7 10.5
Sri Lanka 13.2 13.3 11.6 19.1 16.5
Thailand 12.0 9.3 7.0 13.3 10.1
Zaire 34.1 28.2 46.8 39.3
Zambia 47.5 32.6 27.2 41.3 34.7
Source: World Bank data.
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Table 11
Gross primary school enrollment ratios in a sample of African and Asian countries
(percentage of school age population)

1980 1985 1991 1992
Country Total Female Total Female Total Female Total Female

Bangladesh 62 46 60 50
China 112 103 124 114 123 118 121 116
Egypt, Arab Republic 78 65 91 82 101 93
Ghana 80 71 76 74 67
India 83 67 96 80 100 86 102 90
Indonesia 107 100 117 114 115 113
Kenya 115 110 98 95
Korea, Republic of 110 111 97 98 107 109 105 106
Malawi 60 48 59 51
Malaysia 93 92 101 100 93 93 93 94
Myanmar 91 89 98 96
Pakistan 39 27 45 31
Philippines 113 113 106 107 110 109
Sri Lanka 103 100 103 101 108 106 107 105
Tanzania 93 86 72 71 69 68 68 67
Thailand 99 97 96 97
Zaire 95 80 89 71 72 62 70 60
Zambia 90 82 99 93 97 92
Source: World Bank data.

Table 12
Gross secondary school enrollment ratios

(percentage of school age population)

1980 1985 1990

Country Total Female Total Female Total Female
Bangladesh 18 9 18 10 19 12
China 46 37 39 32 48 42
Egypt, Arab Republic 54 41 66 54 81 73
Ghana 41 31 40 38 29
India 32 22 38 26 44 32
Indonesia 29 23 41
Kenya 20 16 21 16 29 25
Korea, Republic of 76 71 90 88 88 87
Malawi 3 2 4 2 4 3
Malaysia 48 46 53 53 56 58
Myanmar 22 23
Pakistan 14 8 18 10 21 13
Philippines 65 69 64 66 73
Sri Lanka 55 57 63 66 74 77
Tanzania 3 2 3 2 5 4
Thailand 29 28 30 33 32
Zaire 24 13 23 14
Zambia 16 11 18 13
Source: World Bank data.
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Table 13A
Access to health care in a sample of African and Asian countries
(percentage of total population)

Country 1981 1985 1988 1991
Bangladesh 80 45 38 74
China
Ghana 64 65 76
India 50 75 100 100
Indonesia 43
Kenya
Korea, Republic of 80 100 100
Malawi 40 54 80
Malaysia 88
Myanmar 30 48
Pakistan 65 64 85 85
Philippines
Sri Lanka 90 90
Thailand 30 93 59
Zaire 80 33 59
Zambia 70 75

Note: Access is defined as the percentage of the population that can reach the local health services

by usual means of transportation in no more than one hour.

Sou,ce: World Bank data.

Tabele 13B: Expenditure on health ( % of GNP)

Country 1983 1985 1988 1991 1993

Bangladesh 0.4 1.6 1.1 0.9 1.1
China 3.2 3.1

Ghana 1 1.4 1.2
Indonesia 3 2.5 3.7
India 1.2 4.1 3.2 3.2

Kenya 2 2.1 2.1 5.2 5
Korea, Republic of 3 6.4 6.4 5.1
Sri Lanka 4.4 1.7 2.1 2.3 1.9
Myanmar 0.9 1.1 1.1 0.8 0.9

Malawi 3 3 12.5 6.4
Malaysia 1.6 1.6 1.6 1.7
Pakistan 3.2 4.5

Philippines 2.8 2.4 5.3 1.6
Thailand 1.1 5.1 5.6 6.3
Zambia 4.3 8.3 2.5

Source: World Bank data.

Table 14

Population per physician in a sample of African and Asian countries

Country 1980 1981 1983 1984 1985 1986 1987 1988 1989 1990
Bangladesh 8,572 6,595 6,996 5,757 5,543
China 1,100 1,003 1,007 1,011 1,012
Ghana 15,162 20,682 23,178
India 2,700 3,704 2,515 2,446
Indonesia 12,637 9,500 7,033
Kenya 10,071 6,512 9,851
Korea, Republic of 1,690 1,388 1,156 1,141 1,067 1,007
Malawi 54,089 11,453 50,360
Malaysia 3,917 3,921 3,158 2,960 2,829 2,675 2,609 2,502
Myanmar 4,952 3,743 12,897
Pakistan 3,615 2,999 2,950 2,978
Philippines 7,847 6,711 6,559 6,562 8,037
Sri Lanka 7,211 7,512 5,613 7,366
Thailand 6,803 6,848 6,216 6,199 5,872 5,457 5,482 4,743 4,272 4,411
Zaire 13,553
Zambia 13,221 7,940 7,259 7,269 11,431
Note: Physicians include the total number of registered medical practitioners in the country.
Source: World Bank data.
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Table 15
Growth rates of output and gross value added in agriculture in selected Asian countries
(percent per year)

Total Gross Value
Country Period Output Added
India 1951-61 3.9 3.8

1961-71 2.8 2.5
1971-81 2.3 2.0
1951-81 2.9 2.7

Indonesia 1951-66 2.7 2.6
1966-80 3.8 3.2
1951-80 3.2 2.9

Japan 1945-53 2.8 1.2
1953-68 3.9 2.9
1968-80 0.3 -1.2
1945-80 2.4 1.1

Korea, Republic of 1 946-52 0.9 0.7
1952-54 10.3 10.3
1 954-65 4.0 3.9
1965-78 4.9 4.2
1978-80 -2.0 -4.1
1946-80 3.8 3.3

Malaysia 1961-65 4.9
1966-70 8.0
1971-75 5.7
1976-80 6.0
1960-80 6.1

Pakistan 1 950-55 1.8 1.6
1955-60 2.4 2.3
1960-65 3.8 3.5
1965-70 5.2 5.5
1970-78 2.7 2.5
1978-83 4.0 3.5
1950-83 3.3 3.1

Philippines 1950-60 5.0 4.9
1960-70 3.2 3.0
1970-80 6.3 6.1
1950-80 4.9 4.7

Taiwan (China) 1951-66 4.8 4.4
1966-75 3.4 1.6
1975-81 3.4 2.5
1951-81 4.1 3.2

Thailand 1951-61 7.4 7.9
1967-71 4.5 4.2
1971-81 5.4 5.7
1951-81 5.8 5.9

Source: Sidhu and Sidhu (1994).
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Table 16
Growth rates in land productivity in selected Asian countries
(percent)

Total Output Growth rates in input use per ha
Period output per ha Fert. Chem. Total current Total capital

India 1951-61 3.9 2.1 17.6 52.0
1961-71 2.8 1.9 22.7 11.1
1971-81 2.3 2.3 9.8 3.4
1951-81 2.9 2.0 16.5 17.9

Indonesia 1951-66 2.7 1.6 7.2 11.0 6.0 1.4
1966-80 3.8 2.7 16.7 21.9 16.1 3.0
1951-80 3.2 2.2 11.7 16.2 10.8 2.2

Japan 1945-53 2.8 2.7 18.6 36.2 17.2 1.3
1953-68 3.9 3.9 5.5 17.9 7.6 3.1
1968-80 0.3 1.0 -1.3 8.1 3.9 3.7
1945-80 2.4 2.6 6.0 18.2 8.4 2.9

Korea, Republic of 1946-52 0.9 0.9 13.2 -7.1 6.9
1952-54 10.3 9.7 18.6 64.9 11.8
1954-65 4.0 2.8 6.3 25.2 4.8
1965-78 4.9 4.9 5.7 24.7 12.7
1978-80 -2.0 -1.4 1.3 19.7 12.9
1946-80 3.8 3.4 7.6 20.2 9.0

Pakistan 1950-55 1.8 1.1 54.3 2.0
1955-60 2.4 1.1 20.8 1.4
1960-65 3.8 1.6 22.8 1.6
1965-70 5.2 4.3 29.1 3.1
1970-78 2.7 2.2 12.8 3.1
1978-83 4.0 3.5 9.8 3.1
1950-83 3.3 2.3 23.1 2.5

Philippines 1950-60 5.0 1.7 10.0 11.0 1.7
1960-70 3.2 1.8 8.2 9.3 1.9
1970-80 6.3 4.8 6.8 8.3 1.3
1950-80 4.9 2.9 8.3 9.5 1.7

Taiwan (China) 1951-66 4.8 4.7 5.8 23.8 7.4
1966-75 3.4 3.1 3.7 14.0 12.8
1975-81 3.4 3.8 2.0 5.1 7.6
1951-81 4.1 4.0 4.4 16.9 9.1

Thailand 1951-61 7.4 5.1 0.2 0.2
1967-71 4.5 -0.3 3.2 -2.1
1971-81 5.4 2.8 0.4 -0.7
1951-81 5.8 2.5 1.1 -0.8

Source: Sidhu and Sidhu (1994).
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Table 17
Growth rates in labor productivity on the basis of total output in selected Asian countries

(percent)

Labor Land Cultivated land Fixed capital
Period productivity productivity per worker per worker

India 1951-61 1.8 2.6 -0.8 -0.4
1961-71 1.1 2.4 -1.3 0.5
1971-81 0.9 2.0 -1.1 2.4
1951-81 1.1 2.2 -1.1 1.6

Indonesia 1951-66 1.0 1.6 -0.6 0.8
1966-80 2.4 2.6 -0.2 2.8
1951-80 1.7 2.1 -0.5 1.8

Japan 1945-53 1.3 2.7 -1.3 0.0
1953-68 6.7 3.9 2.7 5.8
1968-80 4.1 1.0 3.1 7.0
1945-80 4.6 2.6 1.9 4.8

Korea, Republic of 1946-52 1.8 0.9 0.8 1.4
1952-54 6.8 9.7 -2.6 3.8
1954-65 0.8 2.8 -1.9 -2.2
1965-78 8.0 4.9 2.9 6.0
1978-80 -1.5 -1.9 0.0 -2.2
1946-80 3.9 3.4 0.5 1.9

Pakistan 1950-55 0.0 1.1 -9.3
1955-60 0.5 1.1 -0.6 3.3
1960-65 1.8 1.6 0.2 0.4
1965-70 3.1 4.3 -1.1 0.5
1970-78 0.8 2.2 -1.3 1.5
1978-83 2.1 3.5 -1.4 1.9
1950-83 1.3 2.3 -0.9 1.2

Philippines 1950-60 2.0 1.7 0.3 2.0
1960-70 1.9 1.8 0.1 2.0
1970-80 2.2 4.8 -2.6 -1.3
1950-80 2.0 2.9 -0.8 0.9

Taiwan (China) 1951-66 4.4 4.7 -0.2 2.0
1966-75 4.2 3.1 1.0 4.5
1975-81 8.2 3.8 4.1 10.7
1951-81 5.1 4.0 1.1 4.6

Thailand 1951-61 4.9 5.1 -0.2 0.0
1967-71 2.6 -0.3 2.9 0.5
1971-81 3.5 2.8 0.7 0.0
1951-81 3.7 2.5 1.1 0.2

Source: Same as in Table 15.
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Table 18
Growth rates of inputs used in agriculture in selected Asian countries, 1950-80
(percent)

Total
No. of nonfarm

Cultivated Cropped agricultural Agr. current
Country area area workers Man-days Machinery Fertilizers chemicals inputs
India 0.6 1.0 1.7 2.6 16.6 17.9 16.9
Indonesia 1.0 1.7 1.5 2.0 15.7 12.9 17.3 11.9
Japan -0.2 -0.7 -0.2 -3.1 9.3 6.0 17.1 8.2
Korea, republic of 0.4 0.0 -0.1 11.0 8.0 20.6 9.4
Pakistan 0.9 1.4 1.9 3.4' 24.0
Philippines 2.0 2.8 2.8 2.8 6.4 10.3 10.3 11.5
Taiwan (China) 0.1 -0.2 -1.0 -0.9 8.1 4.5 17.0 9.2

Thailand 3.1 3.4 2.1 3.0 2,3b 4.4
a. Capital Stock.
b. Fixed Capital.
Source: Sidhu and Sidhu (1994).

Table 19
Average yield, fertilizer consumption and irrigation intensity for selected Asian countries

Fertilizer consumptionb
Average yield of cereals' (hundred gm per ha of Irrigated land' (percentage

(kg per ha) arable land) of crop land)
Country 1980-82 1990-92 1979-80 1991-92 1979-81 1989-91
Bangladesh 1,978 2,572 445 1,098 17 31
China 3,160 4,329 1,273 3,043 45 49
India 1,363 1,935 313 752 23 27
Indonesia 3,061 3,857 440 1,093 28 37
Korea, Republic of 4,881 5,808 3,857 4,517 60 64
Malaysia 2,815 2,815 912 1,977 7 7
Myanmar 2,782 2,726 93 69 10 10
Nepal 1,585 1,854 90 272 22 38
Pakistan 1,647 1,828 488 889 73 80
Philippines 1,693 2,031 444 548 16 20
Sri Lanka 2,595 2,880 776 931 28 27
Thailand 1,936 2,052 160 365 16 19
Asia 2,179 2,854 29 33
World 2,260 2,757 791 933 15 17
Source: a and c, World Resources (1 994-95); b. World Bank data.
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Table 20
Area under high-yielding varieties (HYV) for some Asian countries
(million hectares)

Total Cropped area
cropped Area under HYV

Country Year area under HYV (percent)

Bangladesh' 80 10.8 2.6 24.5
85 10.9 3.4 31.5
87 10.9 3.9 35.5
90 11.0 5.2 47.0

Indiab 80 44.9
85 57.3
87 58.7
90 68.7

Indonesia' 80 9.0 5.4 60.0
85 9.9 7.6 77.0
87 9.9 7.4 75.0

Myanmar° 80 4.8 2.0 41.0
85 4.7 2.2 48.0
87 4.5 2.3 52.0

Pakistan' 80 8.9 6.6 77.5
85 10.1 7.8 80.3
87 9.3 7.8 88.6
90 10.0 8.2 87.0

Philipinnes' 80 3.5 2.6 74.0
85 3.4 3.0 87.0
87 3.3 2.8 85.0

Sri Lanka0 80 0.8 0.6 71.0
85 0.9 0.8 91.0
87 0.7 0.6 91.0

Thailand' 80 9.2 1.1 12.0
85 9.8
87 9.1 1.4 15.0

a. Average for rice and wheat.
b. Average for rice, wheat, and maize.
c. Rice only.
Source: World rice statistics, 1 990; CIMMYT report; Agricultural statistics yearbooks of India and Pakistan.

Table 21
Annual recurrent expenditure on agricultural extension in some Asian countries, 1987

(million 1980 US dollars)

Expenditure per
Total Arable land Expenditure per ha person in

Country expenditure (thousand ha) of arable land agriculture
Bangladesh 21.4 8895 2.41 0.99
China 470.7 94485 4.98 1.05
India 96 165350 0.58 0.47
Indonesia 5.744 15800 0.36 0.17
Korea, Republic of 61.4 2300 26.70 12.62
Malaysia 19.4 1040 18.65 8.56
Nepal 5.412 2292 2.36 0.82
Pakistan 16.83 20269 0.83 1.05
Philippines 1 9.57 4530 4.32 1.94
Sri Lanka 3.613 912 3.96 1.14
Thailand 154.43 17693 8.73 8.39
Source: FAO (19911.
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Table 22
Structure of rural nonfarm activities in Bangladesh, 1990
(percent)

Rural employment as
percentage of total

BSIC code Persons engaged Value added employment
93 - Social and community services 39.4 27.6 87.8
62 - Retail trade 27.2 45.4 61.4
95 - Personal, household services 7.7 4.7 56.5
63 - Restaurants and hotels 6.2 3.4 57.3
33 - Wood and wood products, furn 5.2 2.1 79.9
31 - Food beverages and tobacco 5.1 2.9 77.3
32 - Textiles apparel and leather 2.7 0.9 69.9
36 - Non-metallic mineral products 2.0 0.5 90.5
61 - Wholesale trade 1.9 10.7 37.8
38 - Metal products, machinery 0.9 0.5 46.0
39 - Other manufacturing industries 0.6 0.4 44.2
94 - Recreation,cultural services 0.5 0.5 49.5
84 - Business services 0.2 0.3 28.4

Others' 0.2 0.1 10.9
Total 100.0 100.0 69.2
a. includes: 84 - Businecs services;34 - Paper printing and publication; 71 - Transport and storage;
37 - Basic metal industries; and 92 - sanitary and similar services.
Source: BBS survey of nonfarm activities 1990 and Handloom Census 1990.
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Table 23
Structure of rural manufacturing in Bangladesh, 1990

Percentage
Value Percentage of Percentage of total engaged in rural Percentage value
added total engaged in value added in rural to total added in rural to

Persons engaged (thousand taka) rural manuf. manuf. Bangladesh total Bangladesh
321-322 - Textiles lincl. handlooms 1,079,534 10,461,848 71.9 65.3 96.0 94.4
311-312 Food manufacturing 152,320 2,458,918 10.1 15.4 77.5 62.5
331 - Wood products excl. furnitur 127,564 1,248,897 8.5 7.8 90.7 79.3
361 - Pottery, china, earthenware 54,458 398,829 3.6 2.5 90.8 90.9
332 - Furnitures, fixtures exc. 29,548 534,326 2.0 3.3 52.9 41.5
381-382 - Metal prods. excl. m/cs 24,289 339,288 1.6 2.1 48.3 34.2
392-394 - Other mfg. industries 12,703 303,274 0.8 1.9 37.4 40.3
369 - Other nonmetal minerals 5,976 37,325 0.4 0.2 85.9 65.9
391 - Decorative handicrafts 5,385 45,958 0.4 0.3 77.2 70.9
385 - Transport equipment 2,187 64,705 0.1 0.4 53.8 50.2
383 - Non-electrical machinery 2,079 34,331 0.1 0.2 34.9 20.7
342 - Printing and publishing 1,631 34,298 0.1 0.2 12.0 10.9
314 - Tobacco manufacturing 1,172 5,397 0.1 0.0 53.0 26.0
Others 2,857 47,760 0.2 0.3 10.1 8.2
Total 1,501,703 16,015,154 100.0 100.0 86.5 74.4
Source: BBS survey of nonfarm activities 1990, and Handloom census 1 990.
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Table 24
Growth of rural manufacturing in Bangladesh, 1 980-89

1 980 1989 Annual growth rate

Value added Value added
Employ- (millions of Employ- (millions of Employment Value added
ment current Taka) ment current Taka) (%) (real: %)

31 - Food beverages and tobacco 357,381 738.49 471,036 1892.68 3.12 3.72
32 - Textiles apparel and leather 1,104,657 4740.25 1,369,022 10839.20 2.41 2.41
33 - Wood and wood products, furn. 183,023 159.76 278,872 893.48 4.79 13.11
34 - Paper printing and publication 2,292 15.47 5,363 56.83 9.90 7.95
35 - Chemicals, rubber and plastics 2,182 1 6.52 7,493 90.13 14.69 12.81
36 - Non-metallic mineral products 83,886 182.86 84,903 577.80 0.13 6.16
37 - Basic metal industries 5,837 1.26 5,967 10.00 0.25 17.62
38 - Metal products, Machinery 32,495 69.07 71,517 732.72 9.16 21.45
39 - Other manufacturing industries 38,051 35.86 41,743 374.80 1.03 21.25
Total 1,884,033 5523.63 2,493,121 16304.37 3.16 5.36
Note:
1. Basic data are from BSCIC surveys of cottage (1980-82 and 1987-911 and small 11978 and 1987-91) industries.
2. For calculation of growth rates, the cottage industries data for 80-82 are treated as though for 1980 and 1987-91
data are treated as though for 1989 (the Survey started in Dec. 1987 and ended in June 1991).
3. The data for small industries have been extrapolated to 1980 from 1 978 using the growth rates of value added
and employment over 1978-89.
4. For obtaining rural levels, rural/total ratios of employment and value added for each subsector were taken
from the BBS survey of nonfarm activities 1990, and the assumption made that rural-urban distribution
has not changed over the period.
5. The handloom data are from Handloom Censuses 1978 and 1990 and is included in 32-Textiles, apparel, and leather.
1978 data have been extrapolated to 1980 using the 1978-90 growth rates. 1980 figures have been adjusted
or non - inclusion of Chittagong Hill Tract region, by using the same rate of growth as for
handlooms in rest of the country.
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Table 25
Employment in major rural industries in Bangladesh

1980 1989 Total annual
Industry Small Cottage Total Small Cottage Total growth (%)
Rice mills/husking 155,578 43,672 199,250 1 73,1 93 87,987 261,180 3.05
Oil mills /ghani 11,403 21,130 32,533 16,116 42,998 59,114 6.86
Sweet meat and dairy products 28,144 28,144 1,560 34,331 35,891 2.74
Biscuit and bakery 23,307 12,063 35,370 31,083 10,570 41,653 1.83
Flour mills 21,251 2,312 23,563 22,512 2,462 24,974 0.65
Gur making 31,443 31,443 33,856 33,856 0.82
Grain mills (incl. dal) 1,615 6,489 8,104 1,068 11,449 12,517 4.95
Salt producing 1,592 1,592 35,941 35,941 41.39

Hosiery and other knitted fabrics 10,285 3,999 14,284 28,010 3,632 31,642 9.24
Mats and reeds 40,460 40,460 47,652 47,652 1.83
Tailoring 96,465 96,465 152,364 152,364 5.21
Fish net 58,211 58,211 39,137 39,1 37 -4.32
Readymade garments 687 6,375 7,062 39,030 16,246 55,276 25.69

Saw mills 9,148 6,706 15,854 12,460 5,418 17,878 1.34
Wood products 334 32,397 32,731 53,228 53,228 5.55
Wooden furniture 3,119 26,905 30,024 5,860 30,936 36,796 2.29
Bamboo and cane products 125,960 125,960 179,293 179,293 4.00
Bamboo and cane furniture 197 4,132 4,329 9,464 9,464 9.08

Pottery 76,007 76,007 63,398 63,398 -2.00
Bricks, structural clay products 7,110 3,796 10,906 6,840 7,382 14,222 2.99

Hand/edge tools 23,609 23,609 31,323 31,323 3.19
Agricultural machinery 119 2,101 2,220 1,242 10,294 11,536 20.09

Jewelry of precious metals 1,760 26,600 28,360 7,187 48,912 56,099 7.87
Note: The industries are predominantly rural in nature, though the data include both rural and urban areas.
Basic data is from BSCIC surveys of cottage (1980-82 and1987-911 and small (1978 and 1987-91) industries.
For calculation of growth rates, the cottage industries data for 1980-82 are treated as though for 1980 and 1987-91 data
are treated as though for 1989 (the Survey started in Dec. 1987 and ended in June 1991i.
The data for small industries have been extrapolated to 1980 from 1978 using the growth rates of value added and
employment over 1978-89.
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Table 26
Impact of infrastructure on agricultural productivity
(Observations = 19)

Banks Primary education Secondary education Rural Electrification Irrigation Road Density constant
KW

Advances( students Density of students Density of Villages consumed Total Total kms. Paved
taka per Density( per I per schools I per (per schools (per electrified Population per 1000 irrigated/Total per sq. kms. per
person) sq.km.) person) sq. km) personl sq. km) (%) served (%) persons cultivated km.' sq. km.

1. Individual regressions
1.1 25,882.2 74.2 2,594.3 340.3 17,918.9 9.8 58.2 48.6 43.3 10,131.8 33,155.8

(2.92) (3.05) (0.7) (0.83) 01.16) (1.74) (0.58) (1.78) (2.13) (4.67) (1.29) (3.98)

2. Multiple regressions
15,883.0 -8,867.8 74.0 33.7 8,412.6 4,116.5

(1.45) (-.91) (0.42) (3.41) (0.63) (6.39)

19,112.8 -7.644.9 126.4 36.3 4,284.8
(2.02) (-.82) (.84) (4.15) 17.47)

13,894.2 151.9 34.9 3,944.6
(1.99) (1.04) (4.11) (10.011

-3.310.0 30.8 21,704.8 3,698.9
(-.39) (3.13) (2.28) (6.4)

30.6 19,730.0 3,598.7
(3.2) 12.5) (7.1)

f. 10,914.4 32.1 10,038.6 3,758.9
(1.1 7) (3.36) (.9) (7.2)

Note: Unit of observation is a region or the erstwhile greater district.
The independent variable is avearge annual productivity in eighties.
All variables are for 1991-92 except roads which are for 1992 and total cultivated area for irrigation, which is for 1983-84.
Person refers to rural person in all variables.
t-statistics are in parentheses.
Only roads in good/average condition are included. Rural roads excluded.
Source:World Bank data and Bangladesh statistical yearbook.
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Table 27
Impact of infrastructure on output
(Observations = 19)

Secondary
Banks Primary education education Rural Electrification Irrigation Road Density constant

Density
Density of of KW Total Paved

Advances( De schools students schools villages consumed Total kms. kms.
per person nsity(per students(per (per sq. (per (per sq. electrified Population per 1000 irrigated/Total per sq. per sq.

in taka) sq.km.) person) km) person) km) (%) served (%) persons cultivated km. km.

1. Individual regressions
0.0081 125.2 0.6 25.5 2.22 106.8 .029 .051 0.65 72.2 95.9

(2.3) (11.8) (2.04) (3.39) (2.93) (4.84) (0.58) (0.48) (.98) (4.03) (3.62)

2. Multiple Regressions
74.5 35.8 -4.6
(2.7) (1.74) (-1.8)

80.1 46.1 -2.74
(3.1) (1.7) (-1.5)

-0.8 119.8 -0.5
(-1.19) (3.64) (-.25)

-0.18 130.7 -0.24
(-1.98) (4.3) (-.14)

Note: Unit of observation is a region or the erstwhile greater district.
All variables are for 1991-92 except roads, which are for 1992 and total cultivated area for irrigation intensity, which is 1983-84.
'Person' refers to rural person in all variables.
Only roads in good/average condition are included. Rural roads are excluded.
Independent variable is gross regional output for greater districts.
t-statistics are in brackets.
Source: World Bank data and Bangladesh statistical yearbook.
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Table 28
Growth of TFP for Selected Developing Countries in Asia and Latin America

1970-80 1980-90
Asia
Korea 0.8 2.8
Taiwan 5.1 3.9
Singapore 0.7 1.6
Thailand 1.2 2.6
Malaysia 2.5 0.7
Indonesia 3.1 -0.1
Philippines 0.8 -2.2
India -0.9 2.1
China 1.1 2.8

Latin America
Chile 0.5 -0.1
Argentina 0.1 -1.6
Mexico 1.1 -2.1
Brazil 0.4 -1.9
Colombia 0.8 0.4
Peru 0.3 -3
Venezuela -2.4 -0.6
Source: Computed by Hiroki Kawai of Japan Center for Economic Research, see Urata (1994, Table II.
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Table 29
Growth Poles selected indicators across districts

Paved road No. of bank Students in rural
density Agri. growth branches per primary schools

District (km/sq. km) rate 1986-91' sq. km per 100 rural pop.
Dhaka 0.12 1.30 0.12 15.57
Mymensingh 0.06 0.28 0.03 10.24
Jamalpur 0.06 0.16 0.03 9.70
Tangail 0.07 0.38 0.04 11.84
Faridpur 0.07 0.90 0.04 11.81
Chittagong 0.08 -0.07 0.08 1 3.90
Chittagong hill tract 1.21
Noakhali 0.08 0.77 0.04 13.06
Comilla 0.09 1.32 0.06 12.29
Sylhet 0.06 1.45 0.04 12.00
Rajshahi 0.09 2.86 0.04 11.46
Dinajpur 0.09 2.39 0.03 11.45
Rangpur 0.07 -0.09 0.03 9.89
Bogra 0.08 2.37 0.05 10.97
Pabna 0.08 1.56 0.05 13.00
Khulna 0.05 1.68 0.02 11.79
Barisal 0.05 0.71 0.03 18.12
Patuakhali 0.02 0.33 0.02 8.41
Jessore 0.08 3.08 0.04 13.36
Kushtia 0.09 2.18 0.05 13.10
a. Trend growth rate.
Source: World Bank data and Statistical Yearbook of Bangladesh.
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Table 30

Annual farm family income, agricultural and nonagricultural

Ratio of Nonagricultural
Income to Agricultural

Country (percent)

China (1985) 32.7

South Korea (11985) 55.1

Japan (1984) 403.4

Malaysia (1979) 39.2

Thailand (1978-79) 61.2

Source: National yearbooks (various years); Osman and Rahman (1981);

World Bank.

Table 31

Ratio of vegetable, fruit, and tree crops, to cereal and root crops

(percent)

Country 1969-71 1984-86

Japan 84.2 96.8

South Korea 43.4 104.8

Taiwan 42.4

Malaysia 57.9 62.5

Indonesia 15.4 16.4

Philippines 37.5 46.5

Thailand 20.8 20.7

Bangladesh 16.4 10.7

Burma 33 23.3

India 44.7 45.5

Nepal 8.7 11.7

Pakistan 32.5 31

Sri Lanka 34.5 55.2

Source: Sidhu and Sidhu (19941.
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