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I. The Ascent of the Poorest  

In 1974 World Atlas ranking of per capita income Bangladesh came second lowest slightly 

ahead of Rwanda. The development trajectory of Bangladesh went through phases of economic 

hardship and phases of economic renewal since then. So did the perceptions in the academic 

and policy community at large—often alternating between pessimism and hope--about the 

country’s long-term development prospects. At the end, however, the reality turned out to be 

richer compared to the initial predictions: a country allegedly deemed as the international 

basket case and whose lifeline was seemingly hanging on foreign aid has made a silent 

transition since the Independence. It has become the lead performer among the LDCs and aims 

at becoming a Middle Income country by 2021.1 Whether that target will be reached exactly by 

that date may look less certain amidst today’s uncertainty in global economic outlook, but very 

few in the West disputes that possibility in near future. Bangladesh’s ascent has received more 

attention in view of limited expectations about its development prospects in the backdrop of 

multiple and overlapping adverse initial conditions such as frequent natural disasters, scarce 

natural resources, very high population density, and weak state institutions. No wonder 

pessimism prevailed—only a few could bet on its chances of rapid progress given these initial 

odds.  

Bangladesh currently occupies a third place in the global exports of readymade garments, and 

deemed as the next hotspot for labor-intensive exports. The country has also achieved decent 

progress in human development: some MDG targets have already been achieved, and for most 

others, it is on-track in meeting them. An additional striking feature is the remarkable stability 

of the growth itself—the country being one of the least volatile countries in terms of year-to-

year fluctuation in growth rate (World Bank 2003). The social part of the development story 

augurs well with this: (a) poverty nearly halved between 1991 and 2010, (b) girl’s enrollment at 

secondary level has outpaced that of boys, female labor force participation has increased 

considerably and plays an important role in activities ranging from RMG to microcredit, and (c) 

notwithstanding many challenges on the way, the country remains on the course of liberal 

                                                             
1
 The epithet of “bottomless basket” is widely attributed to Henry Kissinger, though it is not fully certain that he 

actually uttered that. The skeptical assessment of Kissinger as regards the viability of Bangladesh as an 
independent state is well-known in the early 1970s.It is remarkable that Kissinger has changed his negative 
perception about Bangladesh quite dramatically since then. In one of his recent interventions he drew attention of 
the readers that due to shift to consumption driven growth strategy in China, low wage export-oriented  jobs have 
started“ shifting from China to Vietnam and Bangladesh”(Kissinger 2011). 
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democracy with strong commitment against religious extremism. All these features indicate 

certain social cohesiveness that comes with inclusive growth. 

There is an embedded story of jobs as accelerator of growth and as source of social cohesion in 

the process of economic and social transformations but that story is not readily available from 

the existing literature.. It is about the role of jobs in accelerating growth and maintaining 

development, i.e. not just any jobs, but good jobs, which may be seen as an integral part of 

‘good life’ (Dworkin 2011). This paper is about that story. 

1.2 Structure of the Paper 

The paper is divided into eight sections. After outlining the three broad themes relating to jobs 

and economic transformation in Bangladesh, the second section provides the country context 

of development. Based on summary comparisons between what was expected and what 

eventually turned out the paper sets the tone for the remaining sections. The third section 

briefly outlines the analytical framework that underlies the analysis of the role of jobs in 

Bangladesh’s development.  

The fourth section turns to the role of surplus-releasing agriculture under the influence of 

agricultural modernization, leading to the creation of new jobs in farm and non-farm sectors. 

Here we draw attention to the employment effects of new HYV rice technology as well as 

changes in agrarian institutions that have taken place in the past two decades, changes that 

generated jobs for the poor.  

The fifth section discusses non-agricultural sectors as the new destination of jobs for the poor, 

especially in the context of the last decade. The paper focuses on three channels of non-

agricultural pursuit—domestic migration to cities from villages, international migration and 

export-led manufacturing. The sixth section discusses the social effects of urban/ industrial 

growth on rural/ agricultural well-being, encouraging a virtuous cycle of labor mobility from 

rural areas.  

The seventh section discusses the issue of social cohesion through the prism of three angles (a) 

jobs that improved well-being of the poor and even helped to maintain stable consumption 

inequality; (b) jobs that were economically empowering to the women; and (c) jobs that 

responded reasonably well to meet the expectations of the youth irrespective of their 

education status. Concluding observations summarizing the main messages and the broader 

implications of the Bangladesh case study for other low-income agrarian economies are 

captured in Section 8. 
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II. The Country Context:  Initial Pessimisms and Subsequent Surprises 

2.1 Initial Pessimism 

In one of the very first appraisals of Bangladesh’s development, Faaland and Parkinson (1975) 

famously commented: “If the problem of Bangladesh can be solved, there can be reasonable 

confidence that less difficult problems of development can also be solved. It is in this sense that 

Bangladesh is to be regarded as the test case of development.”This appraisal was equally shared 

by some of the leading economists of Bangladesh at the time. Alamgir (1978) saw Bangladesh 

being trapped in “Below Poverty Equilibrium”, while Sobhan (1982) expressed the view that the 

country has fallen into the “crisis of external dependence”. 

Such negative perceptions on the viability of Bangladesh economy was conditioned by the 

adverse initial conditions facing the country during the early years of independence such as 

high population density, prevalence of malnutrition, limited natural resource base, under-

developed infrastructure worsened further by the War of Independence in 1971, frequent 

natural disasters influencing the level as well as stability of investments. 

This negative perception has been gradually replaced by cautious optimism in the global 

development circles in the face of impressive socio-economic development on the ground over 

the subsequent decades. There are countries which have done well on the social MDGs front, 

and there are countries which have done well on the economic growth front, but Bangladesh 

belongs to a rather small group of countries that did well on both the fronts notwithstanding 

initial pessimism. This is the crux of the “surprise”!  

2.2 Development Surprises: Improved “well-being” Indicators  

Several features of “development surprises” are noteworthy. The first aspect to note is that the 

vicious cycle of “low Income-low growth” has been broken. Growth accelerated in successive 

decades and phases, that alone merits recognition (see, Graph 1 -> see attached excel file for 

PWT data). Secondly, the well-being dimensions of development have improved noticeably. 

Both rural and urban poverty declined noticeably since 1991/92 (especially in the 2000s). The 

country is now on-track on poverty MDG (see, Graphs 2 and 3; DHS and MDG monitor: 

http://www.mdgmonitor.org/factsheets_00.cfm?c=BGD&cd=50). The consumption inequality 

remained relatively stable since 1995/96 (which matters for poverty) though income inequality 

increased. 

Thirdly, this has been matched by impressive performance of basic human development 

indicators at a relatively low level of income. The country performed well on a range of social 

targets i.e. “first-generation” MDGs (MDG2, MDG3, MDG4, and MDG5; DHS and MDG monitor: 

http://www.mdgmonitor.org/factsheets_00.cfm?c=BGD&cd=50) though quality concerns persist and 

http://www.mdgmonitor.org/factsheets_00.cfm?c=BGD&cd=50
http://www.mdgmonitor.org/factsheets_00.cfm?c=BGD&cd=50
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not all dimensions within these goals are adequately addressed. Fourthly, improved security, 

resilience and coping capacity against predictable and unpredictable income shocks such as 

frequent natural disasters. 

Finally, with 45% of population aged below 20, Bangladesh has been relatively successful in 

maintaining social cohesion by responding to the job aspirations of the majority of the youth, 

educated and uneducated, female and the poorest, leading to relative social peace and 

cohesion. 

2.3 Development Surprises: Improved “Structural Shift” Indicators  

Several shifts in the composition of output have taken place between 1990 and 2010: from 

farm to non-farm, from agriculture to  industry, from low-value added products and informal 

services to high-value-added and formal services, from rural to urban, from domestic markets 

to export markets—in general, from inward orientation to outward orientation. 

Between 1990 and 2010, the rise of industrial sectors has been the most prominent shift in the 

composition of GDP. Industry’s share in the latter has increased from about 20 to 30%, while 

the share of formal services (financial services, wholesale trade, ICT, etc) in the service (share at 

around 50%) has grown, raising the productivity of the service sector. Urbanization is now 

around 35% (current estimate) rising from a low of about 8% in 1974, indicating significant 

transfer of population between rural and urban sectors. 

Export’s share in GDP has increased 7% (1977-82) to 18% (2006-10) with more than 90% being 

manufactured exports. The export was mainly driven by the readymade garments (RMG), but 

the list also includes other ‘non-traditional’ items such as processed leather, frozen food, 

pharmaceutical, even software. This forms a striking contrast to low-income countries whose 

exports tend to be dominated by the export of primary goods. 

Remittance from abroad has increased to around 10% of GDP in 2010/11, up from 5% in the 

late 1990s. In contrast, external concessional aid inflow’s share in GDP came below 2% 

compared to 10% in 1981/82, although the importance of the latter is still important for 

financing budget deficit (in the order of 5% of GDP) and for financing public investment 

programmes included in the annual development plan (ADP). The role of concessional foreign 

aid is especially important in the financing of mega infrastructural projects such as the Padma 

Bridge and the Metro Rail. 
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III. Jobs and development: Outlining the Analytical Approach 

What all these “stylized facts” imply for employment and labor market changes? The story of 

how job creation and labor market changes have supported the development turn-around in 

Bangladesh needs to get more analytical attention. 

The WDR 2013 argues that whether these development transformations (outcomes) can be 

sustained would depend on the nature of job creation itself (in addition to the quantity of jobs). 

The nature of job creation can make difference in the process of development in three 

dimensions: (a) it can help raise living standards (including improved security), (b) it can 

increase aggregate productivity, and (c) it can enhance social cohesion. For examples, jobless 

growth has direct adverse implications for the living standard of those whose main asset is 

labor power/ skills; without technological progress and productivity improvements long-term 

growth rate cannot be accelerated let alone sustained; inadequate job creation (or supply-

demand mismatch) can be detrimental to social cohesion which, in turn, can reduce future 

growth. 

3.1 The Main Argument 

The main hypothesis of the present paper is that Bangladesh has been successful in generating 

“good jobs” by improving farm-nonfarm, rural-urban inter-industry inter-sectoral labor mobility 

at a relatively low skill level that had welfare-enhancing (poverty reducing and social cohesion 

enhancing) effects. 

In the predominantly agricultural economy with high population density and high population 

growth, the critical challenge is to reduce the burden of surplus labor in agriculture. This 

challenge can be met through sustained sectoral and social policies and attendant institutional 

changes commensurate to the each stage of development to support productivity/ growth-

enhancing relocation of “surplus” farm labor to non-farm and non-agricultural jobs. 

This is not to say that these changes were always undertaken with explicit ex ante focus on 

labor market policies, but they had ex post favorable labor market effects. Continuous 

development and diffusion of improved agricultural technologies based on advancement of 

biological sciences has played a supporting role throughout this process of transformation of 

surplus-releasing agriculture. Its catalytic role was especially visible in the early stages of 

development in the 1980s and 1990s. The role of urbanization, especially the development of 

export-led manufacturing combined with international migration, became prominent in the 

later period of the decade of 2000s.  

In the Bangladesh case the following factors supporting modernization of rural areas and 

consequent movement of surplus labor out of agriculture often acted sequentially:(a) spread of 
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new agricultural HYV technology; (b) rural connectivity through development of feeder roads; 

(c) human and social capital investments (education, health, family planning, social protection); 

(d) entrepreneurship development and a thriving private sector; (e) labor intensive modern 

sector growth in large firms and SMEs; (f) policies and norms supporting female agency; and (g) 

encouraging inter-sectoral migration aided by urbanization, export growth, and international 

migration. Bangladesh experienced all of the above, especially between 1990 and 2010. We 

argue that these changes have pro-poor employment and labor market effects.  

3.2 Three Emerging Themes 

From the context analysis, we identify three broad themes that inform the nexus between the 

nature of job creation and developmental transformations of the Bangladesh economy. These 

are: (a) agricultural modernization through new agricultural technology, infrastructure and 

access to finance; (b) non-agricultural orientation through urbanization, international 

migration, export-oriented industrialization and SMEs, and (c) supportive social policy through 

human development of the child and youth labor force, female advancement, and social 

protection. 

The above themes are selected to study their effects on employment and labor market. It is 

argued that all of the above (arguably) have favorable impact on pro-poor developmental 

transformations with increased inter-sectoral mobility of the labor even at a relatively low skill 

level.  

IV. Jobs and Agricultural Modernization 

Employment effects of green revolution and agricultural diversification aided by the spread of 

new HYV technology, rural infrastructure and access to finance (especially microfinance) have 

been considerable. 

4.1 Role of New Technology in Agriculture 

Sequentially the modernization process in agriculture started with faster technology adoption 

in agriculture under difficult production and institutional environments mainly in the form of 

new HYV technology in rice agriculture. Rice dominates crop production in Bangladesh with an 

acreage and production share of about 75% and 70 per cent, respectively. The trend growth 

rate in rice production in the post-Independence period (1973-2010) is estimated to be 2.8 per 

cent which can be largely attributed to growth in rice yield (2.6%) during this period. This 

growth has been driven mainly by the dissemination of HYV rice, especially in boro (winter) and 

aman (rain-fed) seasons. The share of HYV rice in total acreage was only 15 per cent in the 

1970s, but doubled during the 1980s, rising to more than half of the acreage in the 1990s, and 

claimed 68% in the 2000s. As a result, the contribution of HYV rice in total rice production has 
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gone up from 30% during the 1970s to more than 80% in the 2000s (Shahabuddin 2012). 

Correspondingly, the share of local rice in total acreage and production has declined. This has 

implications for creating employment in rural areas, as the HYV rice production is associated 

with 45% higher labor absorption capacity compared to the local rice production. 

A decadal comparison shows that there has been an acceleration of growth in rice production 

in the decade of 2000s. The trend growth rate in rice production declined from 2.8% in the 

1970s to 2.3% in the 1980s, dipping further to 1.8% in the 1990s, but increased to 2.8% during 

the 2000s. The acceleration in production growth in the 2000s was brought about mainly by 

growth in average yield assessed at 2.6% (Annex Table 1).Taking yield as a measure of land 

productivity one could see that acceleration of growth in rice production has mainly driven by 

the productivity growth. 

Rising land/ labor productivity growth in rice agriculture in the 2000s had beneficial effects on 

the agricultural wage rate and hence on rural poverty. First, costs and returns studies show that 

the level of agricultural wage rate is higher in high land productivity villages compared with low 

land productivity villages (Hossain 1988). The difference in agricultural wage income was 95% 

higher in 1988 in case of new technology compared to traditional variety based rice cultivation. 

The matched difference has come down over time—it was 60% in 2000--but the relative gains 

for wage labor are still considerable (Hossain and Bayes 2009). Second, wage growth also tends 

to be higher in villages experiencing high growth in land productivity (see Graph 4; Annex 

Tables 2). Thus, the incidence of high agricultural wage growth has been cited more frequently 

in the household responses in villages experiencing high productivity growth compared with 

villages experiencing low productivity growth (38% vs. 25%).2 Inversely, low agricultural wage 

growth has been cited more frequently in the household responses in villages experiencing low 

productivity growth compared with villages experiencing high productivity growth (34% vs. 

19%).  

The spread of new technology in rice agriculture has created the scope for releasing workers for 

higher productivity non-farm and non-agricultural work. As a result, there is a more 

pronounced shift towards non-farm and non-agricultural occupations in villages with highest 

land productivity compared with villages with lowest land productivity. The same results are 

vindicated when one compares the occupational shifts between highest and lowest agricultural 

labor productivity villages (see Graph 5; Annex Tables 3 and 4). Thus, in villages with high land 

productivity, the proportion of household heads with farming as main occupation was 39% in 

2008 compared with 47% observed in villages with low land productivity. In contrast, those who 

                                                             
2 This draws on the primary analysis of the 62-village panel data for 2000 and 2008. 
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are engaged in trade were more prominent in high land productivity villages (17% as opposed 

to 10%).3 

Part of this shift is caused by consumption demand induced linkage effects of green revolution 

for nonfarm products and services, but other factors such as investment in rural infrastructures 

were also in play here. In villages with developed infrastructure, total days of employment per 

household deployed in non-agricultural sector have increased by 34% compared with villages 

with underdeveloped infrastructure (Ahmed and Hossain 1990). In contrast, total days of 

employment per household deployed in agriculture has remained the same or even slightly 

dropped by 2%. This pattern of non-farm orientation in the sectoral composition of 

employment has become more pronounced in recent comparisons (Hossain and Bayes 2009). 

Improved inter-sector labor mobility within the village setting at a relatively low skill level, 

which was initially triggered by rising land/ labor productivity in agriculture, was strengthened 

further by simultaneous public investments in better connectivity (including construction of the 

Jamuna Bridge) and family planning (leading to fast declining TFR and better social appreciation 

of child quality and greater human investments).4This has acted both on the supply and 

demand side of the non-farm growth equation, thus expanding the scope further for higher 

productivity non-farm and non-agricultural work. This has been the broad story of labor market 

dynamics in the context of 1980s and 1990s. 

In the decade of 2000s, some new elements were added to the above. While the non-farm 

orientation in the occupational choice within the village context was sharpened further with the 

development of new technology adoption in agriculture and the simultaneous development of 

rural infrastructures, the process of moving out of crop agriculture has extended more visibly 

beyond the boundary of village economy in this period. These elements relate to urbanization 

conditioning domestic migration from rural to urban areas, international migration and 

accelerated growth in export-led manufacturing. 

4.2 Pro-Poor Shifts in the Tenancy Market 

Agricultural modernization (of crop sector) has led to pro-poor shifts in the rural factor markets 

such as land tenancy market. There is some evidence that land under tenancy has increased, a 

pronounced shift from share-tenancy to fixed rent and leasehold  tenancy has taken place, and 

(rather surprisingly) one may note a rise in the share of “pure tenancy”. The evidence suggests 

                                                             
3 This draws on the primary analysis of the 62-village panel data for 2000 and 2008. 
 
4 On the success in family planning in Bangladesh, see Dev et al (2002). 
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that the landless/ marginal farmers may have been the major beneficiaries of these changes in 

rural institutions, having pro-poor effects. Several aspects are noteworthy.  

First, the share of leased-in land in total operated land held by rural households increased 

impressively: from 23% in 1988 to 33% in 2000, rising further to 40% in 2004 (Hossain and 

Bayes 2009).5This has also benefited the landless groups (those owning up to 0.20 ha). The 

matched figure for the latter has increased from 31% to 50% during 1988-2004.  

Second, the social base of tenants became more broad-based and larger over time: proportion 

of households leasing in-land increased from 44% in 1988 to 54% in 2000, rising to 58% in 2004. 

The class of “pure tenants” did not vanish: the share of landless tenants in fact went up from 

34% in 1988 to 54% in 2004. The tenant farmers who came from landless (<0.20 ha) and 

marginal (0.21-0.40ha)accounted for 62% of total leased-in land in 2000 up from 51% in 1988.  

Third, the form of tenancy has also changed: inefficient form of share-cropping has declined 

gradually over time: out of 40% leased-in land in 2004, 16% are cultivated under the cash-rent 

as opposed to  24% under share-rent. In contrast, if we go back in time, the cash-rent as a form 

of leasing was virtually missing in the early 1980s (Hossain and Bayes 2009).  

The above changes in the tenancy market--increase in land under tenancy, diversification of the 

social base of tenants, and changes in the form of tenancy—have favorable employment and 

welfare implications for the land-poor groups. Cash-rent allows more return to farm labor than 

share-rent (cash-rent is equivalent to one-fourth of the produce to be paid to landowners than 

the typical share-rent claiming about one-half of the produce). Favorable changes in land-

tenure as a source of additional remunerative employment for the landless--and consequently, 

as an exit route out of poverty--may come as surprise, as many observers of the period believed 

that the only way out under land-scarce conditions is movement towards rural non-farm labor.6 

What explains the unexpected rise in the share of land under tenancy, especially the 

emergence of pure tenancy and the rise of cash-rent as a form of rental payment? This 

warrants attention to factors that acted on the supply and demand for leased-in land on the 

part of land-poorest farmers.  

                                                             
5
 The Agricultural Census data (1983/84, 1996, 2008) also tend to support this broad conclusion. 

 
6And all these pro-poor changes could happen without land reform measures, as in the neighboring West Bengal, 
but arguably yielding similar results in terms of job creation in agriculture and poverty reduction. Bangladesh and 
West Bengal have similar agro-ecological, land-availability, and population density conditions. While the literature 
agrees on the early (in the 1980s) positive results of land-reform measures on farm productivity in West Bengal 
and consequently, on the pace of rural poverty reduction(Bardhan and Mookherjee 2006), the subsequent analysis 
has been less enthusiastic (on this, see Deininger, Narayan and Sen 2009). 
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What increased the supply of land through tenancy market? The old tenancy literature as a 

form of labor contract underestimated the role of rapid urbanization and international 

migration. Increasing permanent relocation of middle income/ richer rural households in urban 

areas as well as abroad means family labor based owner operated farming option became 

unattractive over time; the same applies to the option of wage-labor based farming which 

demands supervision; as a result, increasing amount of land became available through tenancy 

market during the period of rapid urbanization and international migration in the decade of 

2000s.7 

Increased supply of land through tenancy market does not explain why the landless/ near-

landless tenants became a major player in the land rental market. Where did they get capital 

needed to pay for the cash rent (not to mention capital to cover the costs of land cultivation)? 

Normally, the credit market option will be ruled out as the land-poor are not seen as bankable 

borrowers. It is here the role of microfinance becomes a relevant consideration. 

The evidence suggests that the landless/ near landless groups account for the bulk of the 

institutional (govt. plus MFI) credit in Bangladesh—the combined share was 53% in 2008. The 

share of the landless group in total rural institutional credit increased from 21% in 1988 to 43% 

in 2008(Hossain and Bayes 2009). Although MFI loans are given for rural non-farm sectors, the 

fund is often rechanneled to farm operations (and vice versa).  In sum, penetration of 

microfinance institution in villages seems to play an important role in relaxing binding credit 

constraints of the landless/near landless groups to engage in lease-hold farming. Since clients of 

MFIs are mainly rural women, the above-mentioned transformation of tenancy market also 

coincide with “feminization” of agriculture: 66 percent of women participated in agricultural 

activities in 2008, an increase from 58 percent in 2000 (Jaim and Hossain, 2011). 

4.3 Bridging the East-West Divide: The Jamuna Bridge Effect 

Jamuna multipurpose bridge (JMB) has been inaugurated on June 23, 1998 as the largest 

physical infrastructure in Bangladeshi history.  Construction of the Jamuna Bridge has been a 

major channel for integrating the lagging Western region of the country with its leading Eastern 

region. This has manifested in several ways. First, transportation of natural gas, electricity and 

telecommunication is now faster, cheaper and more reliable. Second, Transport costs have 

been reduced and access to key consumption centers like Dhaka has improved. For example, 

the bus travel time from Dhaka to the trade city of Bogra in the Western region was reduced 

                                                             
7 Thus, urbanization was only 12% in 1983/84, but increased to 35% in 2010; two major cities—Dhaka and 
Chittagong—constitute about 40% of country’s consumption expenditure and hence acts as pool for attracting 
economic migrants from the rest of the country. Remittance was only 5% of GDP in 2004, but increased to 10% by 
2010, and has stayed at that level at present notwithstanding global uncertainties. 
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from eight hours to four, with truck travel time reduced from 20 hours to 6 hours. Average 

truck fare rates per ton  went down 30 percent after the bridge opened. Third, traffic over the 

bridge has increased by 11.5 percent per year since its opening in 1999. In 2005, 1.72 million 

vehicles used the bridge (50 percent trucks, 35 percent buses, 15 percent cars) compared with 

0.89 million in 1999. Fourth, the bridge paved the way for faster marketing of perishable goods: 

distribution of non-leafy vegetables from the Northwestern region to the Eastern part of the 

country has increased by at least 50 percent, according to truckers. Fifth, household surveys 

through simple project-control village comparisons show that there has been a significant 

reduction in income and non-income dimensions of poverty (Bayes 2007).8 

The new analysis indicates considerable effects of Jamuna Bridge (JMB) on the integration of 

labor markets between the Eastern and Western sides of the Padma River, enhancing labor 

mobility and well-being of the laboring class in the Western region. Several features are 

noteworthy from a recent econometric exercise based on primary data (Sawada 2012). First, 

using subjective poverty data, the study confirms significant livelihood improvement effects in 

the lagging areas after connectivity. 9 Second, JMB induces transition of labor from 

farming/fishing occupations to casual wage labor or business/services, the former effect can be 

found among uneducated male, while the latter effect can be found among educated male.  

The unemployment mitigation effect among the middle age group (31-50 years old) is 

significant among uneducated male and female. Third, with respect to gender differences, 

these transition patterns--from traditional occupations to wage labor or business/ services-- are 

confined to male, but not to female workers. Fourth, such transition from farming/fishing to 

daily wage labor, business, and services is higher for the younger age group. There is also 

evidence that JMB motivates some youth to leave traditional occupations for schooling.  

4.4 Pro-Poor Shifts in Agricultural Labor Market 

There has been significant tightening of the agricultural labor market over the past three 

decades. Long-term trends indicate substantial increase in real wages in agriculture from a level 

equivalent to less than 2.5 kg rice wage per day in 1983 to currently over 8 kg. Three moments 

are noteworthy. First, the context for such changes has been set up initially by the spread of 

green revolution that progressed rapidly in the 1980s and 1990s. However, the real wages in 

agriculture did not increase much during this period. This is true even for the period of faster 

expansion of HYV rice technology witnessed in the 1990s when the new shallow-tubewell based 

irrigation technology took off in a major way following the liberalization of import of relatively 

                                                             
8See, Annex Tables 12 and 13 for details of these results on well-being indicators. 
 
9 The lagging region was defined as areas falling into Sirajganj district on the western side of the bridge and it is 
also considered as the “treatment group”. Tangail areas on the eastern side of the bridge were considered as the 
“control” group. 
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cheaper irrigation machines combined with privatization of irrigation water delivery. The rice 

wage per day remains stagnated for the most part in the 1980s, but increased modestly from 

3.5 kg in 1990/91 to 4.5 kg in 1999/2000. Benefits to agricultural workers were derived not so 

much from real wage rate increase as much from increase in wage employment opportunities. 

The new technology increased demand for both family and wage labor, but the wage labor 

tends to gain more in terms of agricultural employment compared to the traditional variety 

setting (the proportionate increase was 82% for hired labor compared with only 15% for family 

labor in 1988; see Hossain and Bayes 2009). The main poverty reducing effects of green 

revolution was mainly through increasing productivity of agricultural self-employment and 

enhancing the scope for agricultural wage-employment for the hitherto underemployed during 

this period. 

Second, this period also saw rapid expansion of rural non-farm (RNF) self-employment, but such 

expansion was mainly taking place at very low level of productivity. This was the period that 

witnessed debate about the nature of RNF activities. A strong view in the literature that 

reviewed the evidence of the 1980s concluded that the average earnings in RNF self-

employment were even lower than that earned by an agricultural wage laborer and hence 

highlighted the “residual” nature of such employment (Osmani 1990). The other view drew 

attention to the new evidence for the 1990s and argued for the greater differentiation within 

the RNF sector between the residual and dynamic segments. Those who participated in the 

latter have reported self-employment earnings that exceeded the level of agricultural wage 

earnings and hence offered improved prospects for unskilled labor mobility from farm to non-

farm sector within rural areas (Rahman and Hossain 1995; Sen 1996).  

Third, if we focus on the specific segment of the RNF sector that was directly financed by the 

microfinance institutions (MFIs), a number of non-panel and panel studies done in the 1980s 

through 2000s confirmed its poverty-reducing effects as well as empowering effects on its poor 

borrowers.10Rural women have been the main economic agents (accounting for over 90% of 

MFI members) of the microcredit expansion. The employment-generating and poverty-reducing 

effects of microfinance was accounted for by the fact that most of the women members prior 

to their enrollment in MFIs were employed as unpaid workers or not part of labor force at all. 

As a result, even though the return to women’s labor in MFI activities was low (typically lower 

than the-then prevailing wage income of agricultural wage workers) the poor and the poorest 

households—the so-called target group of MFIs having less than 0.5 acre of land—benefited 

                                                             
10

 See, Hossain 1988; BIDS 1990; Khandker 2000; Zohir et al. (2001); Rahman et al. (2005); Emran et al. (2009); 

Bandiera et al. (2009); Armendariz and Morduch (2010); Imai and Azam (2010); Faruqee and Khalily (2011); Osmani 

(2012); for a range of readings, see Khalily and Osmani (2011), and for a recent review, see Osmani and Sen (2010). 
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nevertheless as household incomes increased due to inclusion in the MFIs. Much of the health 

and education based human development story of the 1990s also hinged upon the social 

empowerment of women in the Bangladeshi villages. The MFI members have had higher 

attainment of social indicators—lower fertility, lower child mortality, better sanitation, 

improved schooling for children, improved nutrition and improved access to maternal and child 

health care—than their non-MFI counterparts from the same asset group.11Since human capital 

investment decisions of poor households in South Asian counties are consistent with the 

implications of optimal schooling behavior under binding credit constraints (Sawada and 

Lokshin, 2009), improved access of credit through MFI programs seems to facilitate such 

investments significantly. In cases where women acted as mere conduits for financing the credit 

requirements of their male partners which was invested in business, service and transport, 

even then their status within household and within community rose over time, and eventually 

the female workers in such households also entered in those economic activities. However, the 

expansion of such pronounced economic role of women was prominent only in the 2000s.  

Fourth, transition of farm labor to rural non-farm self-employment indirectly benefited those 

who remained as agricultural wage workers. This transition was facilitated by the expansion of 

rural road infrastructures: investment in rural connectivity took off significantly in the 1990s 

spearheaded by the newly set up institutional initiative of the Local Government Engineering 

Department (LGED). But, at the end, even with the help of HYV technology and rural road 

infrastructure, the force of the dynamic segment of the RNF sector was still inadequate to make 

a major breakthrough in its productivity and earnings. This explained the relatively modest 

impact of RNF sector on the tightening of the agricultural labor market and also the modest 

increase in real agricultural wage rate during the 1990s. 

Fifth, such breakthrough in the form of significant rise in real agricultural wage came later only 

in the 2000s and it was possibly more to do with the factors of urbanization, domestic and 

international migration, and in general with the changing pattern of economic growth that was 

fuelled by industry and service sectors.12The non-agricultural sectors in urban areas became the 

key destination of rural-urban migration, resulting in the shortage of farm labor in peak 

agricultural seasons. Such shortage led to more pronounced increase in the agricultural age 

rate.  

                                                             
11

For example see Pitt and Khandker (1998) and the debate on the social impact of microfinance programs 
(Roodman and Morduch, 2011; Pitt, 2011).  For a recent RCT-based case study, see Banerjee et al. (2010), which 
investigated only short-run impacts of an MFI program in India.  Based on a panel data set from Pakistan, Lee and 
Sawada (2010) show that binding credit constraints inhibit poor households’ intertemporal consumption 
smoothing significantly. 
 
12 This is also argued elsewhere in other contexts. See, for example, Otsuka (2007), Otsuka, Estudillo, and Sawada, 
eds. (2008). 
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Sixth, the period of 2000s also witnessed sharp rise in rice prices, especially since 2007/08, 

which continue till today. The coarse rice price was remained relatively low at Taka 11-13 per kg 

of rice during 1990/91 through 2003/04, rose modestly to Taka 17 by 2006/07, increased 

sharply to Taka 25 in 2007/08 and stayed at a very high level of Taka 30-35 in the 2009-12 

period.13 The higher rice price regime coincided with the faster poverty reduction in the second 

half of the 2000s. The analysis based on the successive HIES data shows that there was virtually 

poverty stagnation in the 1980s, only 0.5 percentage point per year drop in rural poverty during 

the low rice price regime in the 1990s, then one witnesses 1 percentage point per year drop in 

rural poverty in the first half of the 2000s, and progressed even faster to 2 percentage points 

drop in the second half of the 2000s (Ravallion and Sen 1996; Narayan and Zaman  2009; BBS 

2010).  

The argument is that the net producers of rice benefited by the changing rice price regime, but 

the benefits also trickled down to the agricultural wage workers. If in the 1980s and 1990s, 

there has been a significant lag between rice price increase and nominal agricultural wage 

increase in the order of 2-3 years (Ravallion 1990), the lag period () became even narrower in 

the 2000s  (Rashid 2002; IFPRI 2012). In fact, the latter study argues that rice price no longer 

determines the level of wage rate for unskilled agricultural wage labor: it is the wage rate of 

unskilled labor prevailing in cities that determine now the level agricultural wage rate. This 

implies that the well-being of the rural labor has benefited by urban growth and the dynamics 

of urban labor market.   

Seventh, the shortage of farm labor and increasing real agricultural wages has, in turn, 

encouraged labor-saving techniques during the peak agricultural seasons in Bangladesh 

agriculture. The accelerated trend of mechanization has led to faster productivity growth in 

agriculture in the 2000s. Faced with acute shortage of labor and attendant high labor costs in 

times of tillage/ plantation and harvest, the farmers are now routinely taking recourse to labor 

saving techniques so much so that the over 80% of tillage operations are currently done by 

power tillers. There is now new demand for the use of mechanical threshers for the harvesting 

season. The 2012/13 budget, for example, has stipulated exemption of value-added tax (VAT) 

on crop threshing machines (Rahman 2012). The post-harvest technology has already become 

mechanized with the rise of power driven semi-automatic and automatic rice mills and virtual 

disappearance of manually operated traditional processing (indigenously known as dheki). 

All these changes in the production conditions of agriculture and consequent tightening of the 

agricultural labor market cannot be understood without appreciating the role of domestic and 

international migration. The role of migration in this process became particularly prominent in 

                                                             
13 The wage data from 1990/91 to 2007/08 are from Shahabuddin (2012). The data for subsequent years are our 
estimates.  
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the decade of 2000s.With urbanization rate increasing from 8% in 1974 to 35% in 2011 the 

rural-urban relocation of labor has been an important factor behind rural poverty reduction 

through the channel of labor market. The significance of international migration is also equally 

noteworthy in this regard. Although there is no hard estimate of the “stock” of international 

migrants, its importance can be judged by the rising share of remittance of overseas remittance 

in the country’s GDP—from less than 5% in the early 2000s to more than 10% as per the current 

year’s (FY 2012) estimate. In such setting managing urbanization and international migration in 

the growth process assumes special importance as instruments of reducing the burden of 

“surplus” labor in agriculture by creating jobs in non-agricultural sectors. 

V.  Jobs and Non-Agricultural Orientation 

Here the main focus in this section is to study the direct employment effects of domestic and 

international migration, export-led manufacturing, construction, and urbanization in general. 

The other important issue is to examine indirect employment effects of these developments in 

the rural areas. 

5.1  Role of Migration 

The decade of 2000s showed greater physical mobility of labor from rural areas both in the 

form of domestic and international migration to cities and abroad. This is essentially a transition 

from agricultural to non-agricultural sectors. The available data however do not adequately 

capture the entire spectrum of such out-migration: seasonal migration of rural resident labor is 

rarely captured, while conventional surveys usually record those forms of permanent out-

migration whereby members of households get relocated in city or abroad for a protracted 

period of time, but remain still connected with the parental household through remittances. 

Households who permanently migrate out to cities (or abroad) remain typically unrecorded. 

With these caveats we present here a few evidence on domestic and international migration 

and also analyze some of their well-being effects in rural areas.14 

In the panel data of 2000-2008, the proportion of households reporting domestic migration as 

reported by household head has increased from 13% to 16%. The most of the domestic 

migrants belong to the landless and functionally landless households: the latter’s share in the 

pool of domestic migrants has increased from 51 to 57% during 2000-2008. This, however, does 

not take adequate account of seasonal migration of labor for the construction sector in urban 

areas. Education is positively correlated with higher physical mobility: the proportion of 

                                                             
14 These migrations also affect urban setting, especially in fostering greater development of the urban construction 
and real estate sectors. This issue is taken up later in Section 5.4. 
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domestic migrants is only 10% for the non formal schooling and 12% for those with primary 

education, but rises up to 20% for those with SSC education.15 

If the domestic migrants are mainly (though not solely) comprised of the landless and 

functionally landless households, the same cannot be said of the international migration that 

occurred from rural areas. But, even here the share of the two lowest land-owning groups in 

rural areas (namely, those who own land up to 0.20 ha and those who fall in the range of 0.21-

0.40 ha) in the pool of rural households with international migrants has increased considerably 

during 2000-2008. Thus, in 2000, the combined share of these two landowning groups 

constituted 38.5%; this has increased to 54.4% in 2008.16 An additional check on the education 

status of the overseas migrants confirms this pro-poor trend. The share of those with ‘no 

formal schooling’ in the pool of households with overseas migrants has increased from 29% to 

40% during the same period. A recent analysis of remittance and income inequality in rural 

areas shows that international migration explains 70% increase in rural inequality (Osmani and 

Sen 2011). This is because the income share from remittance for the land-poor, illiterate 

households, and casual laborers is much less than the wealthier groups. Thus, the share of 

overseas remittance in total income is only11% for the landless, but rises up to 16-19% for 

marginal and small farmers; the matched share is only 3% for the casual agricultural laborer as 

opposed to 14% for self-employed in agriculture; 12-13% for the less than primary education 

compared to 16-17% for primary plus and secondary plus education categories (Osmani and 

Sen 2011).  

However, for the casual agricultural laborers who have limited resources for financing 

international migration, it is the indirect effects of international migration through the channel 

of labor market are of greater significance. The main point to note is that wage growth tends to 

be higher in villages experiencing high growth in overseas remittances (see, Graph 6; Annex 

Table 5). Thus, high agricultural wage growth has been cited more frequently in the household 

responses in villages experiencing high remittance growth compared with villages experiencing 

low remittance growth (40% vs. 26%).17 Inversely, low agricultural wage growth has been cited 

more frequently in the household responses in villages experiencing low remittance growth 

compared with villages experiencing high remittance growth (43% vs. 29%).18 

                                                             
15 This draws on the primary analysis of the 62-village panel data for 2000 and 2008. 
 
16

 This draws on the primary analysis of the 62-village panel data for 2000 and 2008. 
 
17 This draws on the primary analysis of the 62-village panel data for 2000 and 2008. 
 
18 This draws on the primary analysis of the 62-village panel data for 2000 and 2008. 
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Overseas remittance however can send mixed signals to the receiving households in terms of 

choice of occupation and assets. Although the migrant households have higher per capita 

consumption, non-farm physical assets and greater accumulation of financial assets, the same 

cannot be claimed unambiguously for the human capital accumulation. Sharma and Zaman 

(2009), for instance, shows that per capita education and health spending does not differ 

statistically between the migrant and non-migrant households. 

Other indirect effects of urbanization and international remittance could be important 

however. For instance, they seem to have been important in reshaping agrarian institutions in 

the decade of 2000s.  For instance, relocation of households or main earning members 

overseas or urban areas also meant very high supervision costs involved in owner operated 

farming. This is true even for cost-sharing sharecropping arrangements, which was rising in 

importance in the 1980s and 1990s i.e. the period preceding high urbanization and overseas 

remittance growth. Such cost-sharing arrangements are still applicable in case of the “resident 

absentees”. The latter relate to those who still stay in the village but mainly engaged in non-

farm occupations such as rural trade and services, and who can still monitor the input use and 

output sharing to some extent—a facility not available to non-resident absentees. 

Consequently, with the rise of permanent out-migration associated with urban relocation and 

overseas migration, the supply of land in the rental market takes the form of fixed cash 

tenancy. In short, both international migration and urbanization further cemented the pro-poor 

shifts in the rural tenancy market that have been discussed earlier (Section 4.2).  

5.2 The Transformative Role of Export-Led Manufacturing   

The impact of urbanization on job creation depends on the size and composition of non-

agricultural sectors in urban areas. Bangladesh stands apart from other LDC countries in the key 

aspect of orientation towards manufacturing sector. As mentioned earlier in Section 2, unlike 

most LDCs, the Bangladesh’s main exports comprise of manufactured and processed goods 

(more than 95%; see also Graph 7). Secondly, as mentioned earlier, Bangladesh has 

experienced considerable structural transformation in the process of economic growth: the 

share of industrial sector in GDP has gone up from 21% in the 1991 to 30% in 2010, with a 

concomitant drop in the share of agricultural sector from 30% to 21%. What have been the 

implications of these two developments for creating good jobs in the urban sectors?19 

The first thing to note is the employment-intensive nature of the manufacturing sector itself. 

Manufacturing employment has gone up from 3.5 million in 1995/96 to 5.2 million in 2005/06, 

implying a growth rate of 4 per cent. This may be compared to 6.6 per cent growth in 

                                                             
19 The coverage of the period is dictated by the data availability consideration with the most recent CMI being 
available currently only up to2005/06. 
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manufacturing value added during the same period, indicating an employment elasticity of 

nearly 0.61 with respect to value addition. This suggests that the recent manufacturing growth 

has been moderately employment intensive. This is in contrast to India where the employment 

elasticity to value addition in organized manufacturing was assessed at only 0.33 during 1986-

96 and was even depressed at -1.42 during 1996-2002 (Mazumdar and Sarkar 2008). In the 

specific sub-sector such as RMG in Bangladesh the employment elasticity was as high as 1.66 

during the period between 1990/91 and 2005/06. 

From the comparison of aggregate value-added and employment growth during 1995-2005 it 

also follows that the labor productivity growth was quite modest--in the order of 2.6 per cent 

per year. With such modest growth in labor productivity it is difficult to maintain a high level of 

wage in the manufacturing sector. Further analysis suggests that about 27-30% of these 

productivity gains seem to have been transferred to workers in the form of higher wages 

(Ahmed and Yunus 2011). This pattern of employment expansion at relatively low-skill low-

wage level could be sustained for three reasons. First, even though the wage rate in the 

manufacturing (or, for that matter, construction) sector was low and showed only slow growth 

in 1995-2005, the level was still considerably higher than that prevailing in the agricultural 

sector i.e. it provided incentives for moving out of agriculture (see, Graph 10). Second, the 

significant part of the manufacturing employment came from RMG sector—its woven and 

knitwear segments considered together constituted only 16.7% in 1990/91, but the matched 

share went up to 53% in 2005/06.The RMG sector could register phenomenal growth in 

Bangladesh mainly based on low-wage competitiveness. In the woven sub-sector (the mainstay 

of RMG) regular supply of female labor at relatively low wage was possible due to low 

opportunity costs of female labor itself. But, even here the wage situation of the garment 

worker has improved in the past five years (see, Graph 8). The relatively low wage may partly 

explain the highly employment-intensive nature of this sub-sector—accounting for 24% of 

manufacturing value-added, but 40% of total employment (Annex Table 9). 20 Third, the 

relatively low inflation rate prevailing in the 1990s up to mid-2000s in the order of 3-5% also 

helped to maintain the low wage level during the period. Nevertheless, it is important to note 

that the growth of RMG industry had a beneficial effect on women workers, as 90% of them 

were migrants from rural areas and three-quarters of them hailed from landless and/or poorer 

strata (Afsar 2000). Another export sector where female workers were important relates to 

                                                             
20However, this argument does not hold true to the same extent in case of the knitwear sub-sector, which 
employed mostly men (though here too 33% of the work force was female). This sub-sector was absent in the early 
1990s, but its contribution was already visible by the mid-2000s. 
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footwear sector. For example, in case of Apex Group—the leading footwear firm in the 

country—almost 90% of the employed workers are women.21 

Several manufacturing sub-sectors with high employment intensity grew either in response to 

the rapid growth of the RMG industry or as a result of the rapid growth of the construction 

sector that indirectly benefited from increased flow of international remittance. The former led 

to the growth of backward linkage industry such as cotton textile, while the latter led to the 

growth of cement, bricks and tiles, iron and steel re-rolling mills. In short, it is the combination 

of export growth and remittance growth that led to the structural transformation in the form of 

growing share of manufacturing sector in the value-added and employment. 

Other export-oriented sectors also played an important role in creating jobs, though their 

successes in doing so were determined by the underlying technology (capital intensity), labor 

conditions (lack of female labor, level of unionization) and competition policy (few large units 

dominating the sector). As result, their contribution to modern factory jobs has been much less 

impressive compared to the RMG sector. To illustrate this, we again focus on units employing 

10 or more workers based on 2005/06 CMI data (Annex Table 9). For instance, processed fish 

and seafood export units constitute only 1.7% of manufacturing value added, but provide even 

lower (0.4%) share of total manufacturing employment. The same goes for the partially export-

oriented pharmaceutical sector—partially oriented, because only 4 out of over 50 units are now 

engaged in export activities. Here the capital requirement is even higher—as a result, they 

constitute 5% of total manufacturing value added and only 2% of total manufacturing 

employment. The only exception to this is the footwear industry, which tend to be medium-

sized (10-99 workers) and has registered decent employment growth of 8% during 1986-

2001/03 as per the economic census reports. 

5.3 Declining “Duality”: Changes in the Size Distribution of Manufacturing Employment 

Duality in manufacturing employment refers to persistence of polarities between two different 

segments, one being the traditional units engaged in subsistence type of activities (cottage 

industry is one example), while the other being the modern units based on power, hired labor, 

and oriented towards more market oriented production. The main finding can be summarized 

as follows: although there is still a familiar U-shaped distribution of firms with two distinct 

concentration points revolving around ‘very small firms’ (less than 10 workers) and ‘very large 

firms’ (with 100 or more workers) along with a ‘thin middle’ (10-99 workers), the traditional 

segment is fast losing ground. The share of large enterprises employing 100+ workers has 

increased rapidly over the last two decades, with a very modest increase registered in the 

middle segment of 10-99 workers and a substantial decline in the share of employment 

                                                             
21 This is based on discussion of the authors with the Apex Group. 
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generated by the very small firms. All these have favorable implications for creating jobs in 

modern manufacturing sector by way of factory employment in Bangladesh. This is one of the 

key indicators of pro-poor ‘structural transformation’ as a result of modern economic growth.  

There have been important changes in the size distribution of manufacturing employment in 

this regard according to economic census data carried out in 1986 and 2001/03.22 The share of 

smallest units (less than 10 workers) in total manufacturing employment—mostly comprising of 

micro units characterized by residual activities and mostly household based employment—has 

declined from about 61% in 1986 to 40% in 2001/03.23 In contrast, the employment share of 

large enterprises (with 100 or more workers) has increased from 27% to 42% in the same period 

(Annex Table 10). 24  

What explains the phenomenal growth in employment in large enterprises? The answer lies 

mainly in the growth of the RMG sector as the latter tend to dominate two large size groups, 

namely, 200-499 workers and 500 workers and more. To establish this, we need to go beyond 

economic censuses and focus on the results of the sample surveys such as Census of 

Manufacturing Industries (CMIs). Thus, the employment share of large enterprises employing 

500 workers+ has increased from 30% in 1995/96 to 37% in 2001/02 according to CMI data, but 

this is driven mainly by the RMG growth. For instance, the share of RMG firms in the group of 

large enterprises employing 500 workers+ has increased from 23% in 1991/92 to 63% in 

2001/02 according to CMI data, and impressions are that the trend has become more 

pronounced in the decade of 2000s.  

What, then, explains the remarkable growth of the RMG units in Bangladesh? Role of 

innovative institutional innovations such as facility of bonded warehouse (allowing duty-free 

imports of fabrics from abroad as well as reducing the risks of leakages of such imports for local 

market) and back-to-back Letter of Credit (reducing the upfront capital requirement for 

opening a Letter of Credit) was supportive to the sector. But, other factors also mattered. While 

Easterly (2001) argues the importance of initial technology transfers from Korea, such a one-

                                                             
22

 The first economic census of non-farm economic activities was carried out by BBS in 1986 and was repeated 
again in 2001, but it was at first done only urban areas. In 2003, the census was extended to rural areas. In what 
follows we also opportunistically use other sources of data such as Census of Manufacturing Industries (CMI), 
where applicable, which is actually not a census, but a large-scale sample survey. 
 
23 The decline in subsistence manufacturing is also evidenced from Annual Establishment and Institution Surveys 
(AEIS) which shows that employment in household based manufacturing has dropped in absolute terms between 
1992/93 and 2002/03. In comparison, the non-household based manufacturing units within the size category of 
less than 10 workers have registered a modest growth in employment in the order of 2.5%.  
 
24 Note that the economic censuses of 1986 and 2001/03 do not provide information on ‘very large’ (500+) 
enterprises in terms of employment, and hence the comparison of firms with less than 10 workers is made only 
with firms having 100+ workers. 
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time infusion of knowledge alone may be insufficient to explain the sustained growth. Mottaleb 

and Sonobe (2011) use primary data collected from 92 knitwear manufacturers and 40 garment 

traders to explore the process of the continuous learning of advanced skills and know-how.  The 

study finds that the high profitability of garment manufacturing due to the initial infusion of 

specific human capital attracted a number of highly educated entrepreneurs to the industry. 

The enterprise growth in the RMG sector has lasted long because of the continuous learning 

from abroad by these highly educated entrepreneurs.  Also, the study finds that  by providing 

specific services required to RMG, traders complement manufacturing activities of newly 

established factories, leading to the expansion of the industry. Most of these entrepreneurs 

originally came from a middle-class background with no prior exposure to running modern 

industry. The success of RMG thus fostered the development of a broad-based industrial 

entrepreneurship in Bangladesh within a span of two decades i.e. served as a classic example of 

“learning by doing and seeing”. 

The units falling into the middle (i.e. those with 10-99 workers) have registered modest 

increase from 13% to 17% between 1986 and 2001/03 economic censuses, but even here a 

significant inter-industry variation is noticeable: of the top 25 industries in the size group of 10-

99 workers at least 14 of them have registered fast employment growth exceeding 5 per cent 

(Ahmed et al. 2011). These are dynamic components and may be considered as the modern 

small-scale industries. These include paper products, plastic products, footwear, non-metallic 

mineral products, wearing apparel, knitted wear and fabrics, furniture products, metal tanks 

and reservoirs, printing, “other chemicals”, and “other food products” (other than grain mill 

products). These products are catered to the domestic markets. 

These factors have possibly led to the growth of employment in the service sector as well. 

Mapping of the employment dynamics in the service sector is however limited by the data 

availability, as the only two Economic Census carried out by BBS relates to 1986 and 2001/03. 

From the comparison of these two censuses, however, one clear trend is noteworthy. The share 

of service sector in total non-farm employment has increased from 57.1 to 68.9% during 1986-

2003. In short, at least in the 1980s and 1990s, the service sector has become an increasingly 

important provider of non-farm employment in both rural and urban areas (see, Rahman and 

Hossain 1995; Sen 1996; Mahmud 1996). A further breakdown within the service sector shows 

very little increase in employment in wholesale and retail trade, while the bulk of the increase 

came from employment increase in “other services”; the latter include transport sector and 

community services. In fact, recent micro-surveys in urban low-income settlements show that 

the majority of the urban poor are engaged in diverse trade and service activities (Sen 2012). 

Available evidence for the decade of 2000s seems to suggest that there has been a distinct shift 

within the service sector towards more dynamic “modern” sub-sectors such as professional and 

financial services as well as emergence of modern establishments within trade, transport and 
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service sectors in general.25There is a huge potential for this rising modern service sector for 

the employment of skilled workers in urban areas in the coming decade. Most of the latter got 

education in private higher secondary and higher education establishments and now seek entry 

modern domestic and export oriented service firms (including electronic media, IT sector, real 

estate, health and financial services). 

5.4 Push vs. Pull: Role of Urban-Rural Wage Differentials  

The above discussion of domestic migration to cities in general and to export-led manufacturing 

sector in particular is premised on the ground that such inter-sectoral transfer of labor was 

welfare-enhancing for the migrants. Incentives for such migration have been provided in the 

course of economic growth process and associated structural transformations by way of 

persistent urban-wage inter-sectoral wage differentials. The time-series data on service sector 

wages are not available, but a comparison of real wages can be made among manufacturing, 

construction and agricultural sectors between 1991/92 through 2009/10.  

There has been a significant increase inter-sectoral differences in wage rate favoring non-

agricultural sectors over the past two decades (see, Graph 9). The highest level of wage is 

provided by manufacturing, followed by construction and agriculture--this has been the pattern 

throughout the period. While the real wage of agricultural workers rose, the matched indicator 

for manufacturing and construction workers increased faster. The rising wage trends in all three 

sectors are especially prominent in the second half of 2000s coinciding with high growth in 

export-led manufacturing and international remittances. To give just one example for the 

construction sector, we focus on the high growth real estate sector.  

In Dhaka city alone, as per the information of just one large real estate firm Sheltech the 

cumulative number of housing apartments was only 147 in 1982, it went up to 900 in 1996, but 

rose dramatically to 13,309 in 2010. Another statistic relates to the number of real estate 

companies. In 1994 the number of such companies was only 10; it went up to 100 in 2004, 

rising further to 1200 in 2012. The sector now employs about 2 million construction workers 

who are mainly recruited from the countryside through the system of “labor contract” led by 

labor-hiring middlemen on behalf of real estate companies.26The price of land in Dhaka city has 

increased—in response to high demand—quite dramatically. Thus, land price per Katha (or 720 

                                                             
 
25 Thus, simple van-carts and boats have been increasingly being replaced by more mechanized transports even in 
rural areas. A range of new personal and community service establishments have emerged in urban areas catering 
to the new consumer needs and tastes of growing urban middle class. 
 
26 This is based on communication with Tanvirul Haque Probal, ex-President of Real Estate Association and the co-
owner of a leading real estate company Building for Future Ltd. 
. 
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square ft) in current market prices has increased from just 0.48 in 1990 to1.4 million in 2000, 

but sharply rising to 11.1 million in 2010!27This means that the decade of 2000s has witnessed 

the massive growth of the housing industry. Roughly about 15-20% of the financing of these 

apartments came from household income earned from international remittances, while the 

rest came from own savings and collateralized bank borrowing. However, this high growth in 

apartment sector also meant increasing scope for employment in construction sector, which 

further boosted domestic demand for labor in other related linkage industries. 

VI. Impact of Urban Non-Agricultural Growth on Rural Well-Being: Role of Urban 

Proximity, Construction and the Readymade Garments Industry 

Apart from the direct jobs creating effects of migration and export-led manufacturing, there are 

also important indirect effects of urbanization and export sectors on the well-being of rural 

labor, especially on the ‘sending’ households. Here we focus on three examples—(a) effects of 

urban proximity on rural non-farm sector by proving enhanced market access to the latter; (b) 

social (human development) effects of the RMG sector on the villages that send garment 

workers; and (c) the impact of rural-urban seasonal migration to urban construction sector on 

the economic lives of the migrant households at the origin. These are not stray examples but 

represent mainstay of non-agricultural growth process in Bangladesh in the decade of 2000s.  

 

6.1 Urban Proximity and Rural Non-Farm Development 

 

Access to markets matters for rural growth and urbanization provides access to upstream 

markets. Thus, urbanization not only possibly had a favorable labor relocation (migration) 

effects, but close urban proximity may also have supported productivity growth for laborers 

engaged in rural non-farm sectors through spatial linkage effects. The only study that analyzes 

such effects for Bangladesh relates to Deichman et al. (2009). Three features are noteworthy 

from this study. First, proximity (as measured by arched distance) to major urban centers 

increases concentration of high-return non-farm activities. Second, while urban demand is an 

important explanatory factor underlying such high returns, farm productivity also matters, as 

the strength of urban linkages are stronger in areas with higher agricultural potential. It is the 

interaction between urban markets and technologically developed state of villages—and not 

the presence of new technology in agriculture per se—that seems to be the crucial driving force 

here. The results of the study seem to indicate that green revolution combined with urban 

access is what is needed for boosting non-farm productivity in rural areas. However, the 

interaction effects suggest that those who are distanced from such centers but at the same 

                                                             
27 Seraj (2012) based on Sheltech data. This makes Dhaka as one of the most expensive cities in the world in terms 
of housing costs. 
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time living in areas with greater agricultural productivity are even less likely to be in well-paying 

non-farm jobs. This means that low-return non-farm jobs (defined as ‘paying equal to or less 

than median agricultural wage of a village’) are driven by local demand and hence, distributed 

much more evenly across geographic space. Third, not all urban access matters however, as 

there is a threshold effect here. Access to smaller rural towns with population of about 5,000 

exerts little influence on non-farm activities.  

 

The empirical results of this study emphasize the role of improved connectivity of regions with 

higher agricultural potential (North-West region) to urban centers for stimulating rural non-

farm growth. The results indirectly confirm the importance of the Jamuna Bridge (discussed 

earlier)—connecting the North-West with the much more urbanized Eastern parts of the 

country--which may have contributed to the growth in high-return wage employment and self-

employment in non-farm activities in Bangladesh.  

 

6.2 Impact of Seasonal Migration to Construction Sector on Sending Households  

This example shows how seasonal migration to urban construction sector (concretely, brick-

making industry) can lead to reduction of seasonal distress, perhaps more effectively than 

social protection programs. The case study of brickfield workers in the areas adjacent to the 

Dhaka city shows that they come from the disaster prone areas of both Southern (coastal belt) 

and Northern (river erosion belt) parts of the country.28 Several features are noteworthy. 

First, most of the migrant workers to the construction sector are in the age group of 30-45, and 

57% of them have no education and only a quarter have completed primary education, so what 

we have here is intersectoral (rural-urban) mobility at a very low skill level. Most of the 

respondents were engaged in agriculture (both self-employed and labor) and non-agricultural 

wage laborer as their main occupation prior to their migration. In fact, most migrant workers in 

construction sector combine agricultural work back in villages with non-agricultural work in 

towns. In this particular case, such combination was easier, since brick-making itself has a 

seasonal character, being usually discontinued in the monsoon season due to regular flooding. 

The peak season of brick-making activities is usually November-May which coincides with April-

May slack season in agriculture.29This is somewhat coincident with the Aman cycle—the 

summer crop rice’s harvesting season in November-December, and with the boro cycle—the 

                                                             
28 The results of the case study are base on primary analysis of a micro field survey done by Hossain and Sen 
(2011). 
 
29 This is somewhat coincident with the Aman cycle—the summer crop rice –harvesting season in November-
December, and with the boro cycle—the winter crop rice—sowing season in January and harvesting in May. This 
may suggest the possibility of further tightening of the rural labor market in areas from where the construction 
workers are recruited. 
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winter crop rice’s sowing season in January and harvesting in May. This may suggest the 

possibility of further tightening of the rural labor market in areas from where the construction 

workers are recruited. Similar combination of seasonal agriculture and seasonal non-

agricultural activities is also noticeable in case of rickshaw pullers.  

Second, the average monthly income of the brick-field respondent before migration is Taka 

1280 in contrast to after-migration monthly income of Taka 5385during just one cycle of 

seasonal work. However, the brickfield workers do at least two cycles of seasonal migration in a 

year (spending in total about 6 months in cities). Third, typically, they send, on average, Taka 

16,000 as annual remittance to their families back in the village (this may be compared to at 

most Taka 6000 per year that is received by a social protection beneficiary in rural areas—

including conditional cash transfer recipient). As a result, the poverty rate of the migrant 

households declines noticeably. The subjective poverty data shows that 70% of migrant 

households were in the extreme food deficit category before migration; the ratio came down to 

3% after migration. The share of “breakeven” households (with no food-surplus and no food-

deficit) increased from 9% in the pre-migration to 35% in the post-migration period. Similar 

example is noticeable in case of the seasonal rickshaw pullers who migrate to cities for work 

during the lean seasons. 

Why all the poor groups from the same communities could not avail this migration 

opportunity? MFIs can provide one explanation here in terms of differential access to 

migration-finance. 70% of the workers surveyed have reported being members of MFIs in the 

sending villages and used MFI resources for migration financing—an option not always available 

to many extreme poor. 

Seasonal rural-urban migration to urban growth seeking areas such as real estate/ construction 

sector can have strong effects on mitigating rural distress, possibly much more than social 

protection programs currently operating in rural areas. Migration is not a random process—

only those who can meet the costs of migration financing (such as via NGOs/ MFIs) could take 

advantage of the new opportunity. 

Both the RMG and construction sector examples suggest studying the interactions between 

institutional factors and global/ national economic opportunities to assess the welfare effects 

of the resulting national labor market changes. 

6.3 Impact of Export-led Manufacturing on Human Development in the Village 

Economy  

The growth of export-led manufacturing can have sizable effects on human capital 

accumulation in the sending villages from where the workers are recruited. This works through 
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the job market demand-induced influences that convey positive signals to the households 

remaining in the sending villages by changing their incentives for human capital accumulation.  

The continuous growth of the highly profitable RMG industries also attracted low-skilled young 

female workers (see, Figure 10).  The explosive growth of RMG coincides with dramatic 

improvements in female education in Bangladesh.  The parents of village young women seem 

to have responded to the employment opportunities in RMG sector by sending daughters to 

schools in order to grasp these opportunities later on (Pal-Majumadar and Begum 2006). Thus, 

in villages within commuting distance to readymade garment factories, prolonged exposure to 

RMG jobs can encourage the parent households to educate girls. As a result, there has been a 

27% increase in girl’s enrollment in sending villages that can be attributed to the RMG 

proximity/ association alone even after controlling for the effects of incentives that come with 

secondary stipend schemes (Heath and Mobarak 2012).Hence, such signals of high returns to 

education in RMG jobs are found to be stronger than the conventional demand-side 

interventions such as conditional cash transfers for human capital accumulation. 

The broader point is that new global opportunities by way of export-led industrialization can 

help to change gender norms in a traditional society and encourage more female advancement 

in other aspects. Learning by doing (or seeing) works both at firm and household levels, and can 

serve to change the household incentives to invest more in accumulation of skills needed for 

movements to non-agricultural jobs. The role of network externalities among the workers, their 

parent families and neighbors may also be important here.30 

VII. Jobs and Social Policy for Improved Social Cohesion 

Jobs can be important vehicle for building and sustaining social cohesion. Good jobs may 

generate positive externalities in workplace, community, and society, building up social 

cohesion.  It is an important empirical question to decide whether the social cohesion 

dimension played a key role in transforming Bangladeshi villages.  Social cohesion can be 

defined variously, as ‘nature and extent of social and economic divisions within society’ 

(Easterly, Ritzen, and Woolcock 2006), or can be defined as ‘a sufficiently high “aggregated” 

level of “social capital” which is accumulated at micro-level’, i.e., individual, communities, and 

workplaces. 

The effects of jobs on social cohesion will depend on the nature of job creation, the level of 

trust, and the presence of social policy that encourages human development. The latter 

encompasses investments in female education and participation, child and youth education 

measures, and social protection policies for the extreme poor. 

                                                             
30This was observed in case of other interventions such as targeting the ultra-poor programme (TUP) of BRAC (see, 
Bandiera et al. 2009). 
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In the Bangladesh case, this nexus between jobs and social cohesion was aided by pre-existing 

social and cultural institutions as well as geography i.e. by faith and by the habitat. Socio-ethnic 

fragmentation is often cited as a factor for retarding long-term growth (Easterly 2001); the 

negative effects can run through several channels such as heterogeneous preference for public 

goods, social exclusion, or outright ethnic discrimination. From this perspective, the 

Bangladeshi society has remained more homogenous culturally i.e. less susceptible to the risks 

of ethnic/ caste divide that is present in most other countries of South Asia.  

The social religious institutions also seem to be less conservative given the influence of Hannafi 

tradition of Islam which is more open than other extreme interpretations of custom, creed and 

culture such as Waahabi orthodoxy (Ahmed 2010). There is also considerable heterogeneous 

mix of syncretistic traditions blending Islamic and non-Islamic practices at the level of every day 

cultural practices that also bring certain impurity but also certain preordained openness. Some 

even argued that the relatively open village setting (in the geographic sense with no distinct 

village boundary) is an expression of social inclusiveness with respect to the excluded and 

ostracized (Eaton 1993; Khan 1996). 

The country’s habitat (geography) also had long-term psychological effects on social cohesion. 

The compulsion for collectivistic agriculture is based on the need for large-scale surface water 

based irrigation schemes—which made the Asiatic villages dependent on state investments, 

resulting in more allegiance to centralized rule in the first place. Such compulsions were missing 

in the agrarian society of Bangladesh historically. This has conditioned certain social skepticism 

towards large-scale state-led social mobilization and shaped certain preference for more small-

scale cooperation (as in the case of Grameen Bank/ BRAC small group based interventions). 

The peasant agriculture could not be atomistic based on exclusive individualism either under 

the agro-ecological constraints. Being located in a hyper active delta that gave farms access to 

several mighty rivers (which made the land extremely fertile), the agriculturalists were highly 

susceptible to periodic natural disasters, ecological risks and crop failures. In short, both high 

ecological incentives and high risks coexisted in the peasant agriculture in Bengal during the 

pre-colonial period. All these led to a social formation that was pre-inclined to become more 

open to new ideas and practices, and also avoiding the extreme paths i.e. blind loyalty to 

centralized rule and purely opportunity-driven atomistic individualism. The social fabric of rural 

Bangladesh as if preferred a “middle path” between the two extreme options and hence left 

more room for social cohesion than was (arguably) could not be accommodated in some other 

more settled parts of South Asia. Also, formal mechanisms such as microfinance programs 

spread rapidly in rural Bangladesh because of their complementarities with informal 

arrangements based on social cohesion. In other words, negative shocks arising from 
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unforeseen contingencies such as natural disasters, both informal mutual insurance and formal 

arrangements play important roles in Bangladesh villages (Sawada, 2007). 

Social inequality in terms of landownership—especially the dominance of large landholders—is 

considered as having negative effects on schooling of the lower classes, non-farm development, 

and labor mobility. 31 Here we clearly see why history mattered for development. The 

phenomenon of large-scale landownership has been relatively absent in Bangladesh before the 

introduction of the Zamindari Settlement in 1793 by the colonial rule. As the population density 

increased over time due to availability of fertile land, the peasantry became differentiated, but 

did not see the emergence of large landholders comparable to what was witnessed in some 

other parts of South Asia during the post-colonial period (Sindh, Punjab, Bihar, UP).Even within 

Bengal itself, there seems to be difference between geography, village institutions, and social 

openness between the Eastern and Western parts of Bengal (Khan 1996). This observation 

holds even today. In short, the initial social inequality revolving around land ownership—

especially the conflict between large non-cultivating and small cultivating holdings over land 

rights--was much less acute in Bangladesh and hence provided favorable initial historical 

condition for faster social mobility of peasantry and their next generations during the years of 

Independence.32 

Social policy also mattered for social cohesion. It put a human face on democracy. Successive 

democratic regimes of Bangladesh have pursued social policy in rural areas in the past two 

decades. The need for such policy was apparent after the 1974 famine followed by frequent 

flood episodes in the 1970s and 1980s. Such social policy has been instrumental to reduce 

population growth, increase the desire for child quality, encourage better (private) investments 

in education and health, better skill formation in rural areas and much broader access to social 

protection.33 

Pro-poor, pro-female, and pro-youth social policy (both under government and NGO 

interventions)  have led to greater aspiration for work force participation among youth and 

females  (those with some education), feminization of agriculture in the face of male 

outmigration, and in general played a supportive socially transformative role in a traditional 

context as carriers of “modernization values”. 

                                                             
31

The argument was theoretically elaborated in Ray (1998), and empirically tested by Alesina and Rodrik (1994), 
Acemoglu, Johnson, and Robinson (2001),  and Banerjee and Iyer (2005) with different sets of data and historical 
contexts. 
 
32Social inequality around land ownership between cultivating and non-cultivating landholders became less acute 
after the Partition of 1947 with the exit of Hindu large absentee zamindars by and large. 
 
33 The budgetary allocations for social protection increased from 5% of total public expenditure in 1991 to 16% in 
2010. However, for inexplicable reasons, the urban poor are still largely bypassed by social policy. 
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The claims of social cohesion based on sociological reading of the country’s institutions can be 

easily affected in the process of economic growth if the latter remains insensitive to the 

creation of adequate “good jobs”.  Besides, premises may be wrong, or gone obsolete, because 

recent attitudes in Bangladeshi villages or towns may be shaped (arguably) more by the 

complex interplay of globalization, marketization, and individualism, blended with certain 

distrust for electoral politics and the state actors. The rise of the “cynical man as modern man” 

may vitiate the atmosphere for social cohesion both in rural and urban areas. Insights from 

experimental economics based on empirical trust game trials in Bangladesh—testing the level 

of trust among participants of various social groups-- can provide insights in this regard. 

7.1 Job Satisfaction and Social Cohesion: Results from the Trust Games and Happiness 

Regression 

Johansson-Stenman et al. (2005, 2009, and 2012) conducted their trust games in Netrokona, 

Mymensingh, Manikganj, Gazipur, and Narayanganj districts of the Dhaka Division of 

Bangladesh.34Based on their data, Sawada (2012) carried out further analysis exploring job 

status and job happiness as possible explanators of trust and hence, social cohesion. The “trust 

regression” results indicate several features. First, for the entire sample, job status does not 

impact on trust or social capital.35Second, restricting the sample to the relatively younger age 

group (below 37 years) however renders the job-status variable as a significant correlate of 

trust and social capital.  

These results suggest that unemployment of the educated youth may undermine trust of these 

people.  The interaction variable of the high education variable and the unemployment status 

dummy is also negatively related to the so-called “return ratio” in trust games, indicating that 

educated but jobless youth will lose trustworthiness—the magnitude of this negative effect is 

as large as the mean level of trustworthiness. For example, educated unemployment decreases 

fraction-based trust and trustworthiness measures by 80.2% and 106% on average, 

respectively. 

Third, the study explores whether the employment status correlates “job happiness” and 

“happiness in general” systematically.36  The results show unemployment is negatively and 

significantly correlated with both types of happiness. Taking the happiness variable as a cardinal 

                                                             
34Subjects were selected randomly from randomly selected villages. 
 
35

 The job status is proxied, in alternative specifications, by unemployment status dummy, a dummy variable for 
not currently working, and ordered job happiness variable (scaled  from 1 to 10), all of which turned out to be 
statistically insignificant. 
 
36As dependent variable, the study adopts two subjectively assessed happiness indices: job related happiness and 
overall happiness.  Both variables are ordered ones, scaled from zero to ten. 
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variable, the study finds that unemployment decreases the level of job-related happiness and 

overall happiness by 30.6% and 18.3%, respectively.  The results of the trust game point to the 

importance of job status (unemployment, job satisfaction) as important correlate of social 

cohesion. The results also suggest declining unemployment and under-employment rates in 

Bangladesh are likely to be correlated favorably with enhanced trust and social cohesion in the 

villages. Tightening of the agricultural/ rural labor market and expansion of non-farm 

employment opportunities, as discussed earlier, points to the declining trends in un-and under-

employment, and is consistent with the favorable employment-trust-cohesion nexus. 

7.2 Jobs and Inclusion of Poor in Growth and Development 

Given the nature of job creation in Bangladesh—inter-sectoral mobility of labor from lower 

earning jobs to higher earning jobs at a relatively low level of skills--it is not surprising that such 

jobs would be poverty-reducing for the poorest. This is seen in four dimensions. First, there is a 

drop in overall poverty incidence. Second, consumption inequality remained stable in the 

decade of 2000s, meaning the poorer groups experienced the same rate of consumption 

expenditure growth as the richer groups (Osmani and Sen 2011). This has somewhat reduced 

the adverse socially disruptive effects of rising income inequality in the same period, and 

contributed to social cohesiveness. Third, there is evidence of regional convergence in the level 

of rural poverty across regions by 2010, thanks to faster progress against poverty in the lagging 

regions during 2005-2010. This has reversed the earlier pattern of the East-West Divide that 

was witnessed in the 2000-2005 period (Narayan and Zaman 2009). Fourth, while there is still 

considerable presence of specific chronic poverty groups, the incidence of chronic poverty 

(defined over the income space) is decreasing over time though at a slower pace. 

7.3 Jobs and Inclusion of Women in Growth and Development  

Women’s increasingly visible role in multiple spheres of economic lives has been one of the 

most celebratory aspects in the country’s ascent. But very few believed that the female agency 

would play such an important role in the country’s progress. The main argument was that 

female labor force participation--an important ingredient of growth acceleration in initial stages 

of development--would be restricted in Bangladesh due to oppressive nature of patriarchy, 

conservative social norms such as Purdah constraining female labor mobility outside the sphere 

of household work. 

One strong view in the-then literature expressed the disempowerment of women in the 

Bangladesh countryside in the following terms: “The picture that emerges from our analysis of 

patriarchy and women’s work in rural Bangladesh is bleak. Male dominance is grounded in 

control of material resources and supported by interlocking and reinforcing elements of the 

kinship, political, and religious systems. Powerful norms of female seclusion extend to labor 
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markets, severely limiting women’s opportunities for independent income generation. At the 

same time evidence suggests that under the pressure of increasing poverty, male bonds of 

obligation to support women are weakening, thus creating increasing numbers of women who 

must fend for themselves” (Cain et al. 1979). 

Such a pessimistic appraisal of women’s role in the labor market was linked with the growth 

pessimism about Bangladesh in the 1970s and 1980s.  This appraisal rested on  three premises: 

(a) most East Asian countries had the advantage of high initial female labor force participation 

rate at the start of the growth process (in the range of 70-80%) which is missing in Bangladesh; 

(b) conservative customs and cultural practices restrict female status/ autonomy, reproduce 

early marriage institution (fostered also by dowry), high fertility regime, and consequently high 

maternal and child undernutrition (and through that route, poor occupational choice and low 

labor productivity);  and (c) even if females are educated they would be mere conduits to male 

empowerment. None of the above predictions could anticipate that women will offer the secret 

ingredients of success that was achieved in Bangladesh from exports to schooling to microcredit 

use. These data are quite well-known and need not repeat here. The dramatic nature of 

increase in female participation is illustrated by the growth of RMG workers (see, Graph 10). 

What went wrong with female empowerment pessimism? There are several possible 

explanations for this. First, errors in overlooking variations in social Islam in different countries 

and adopting essentialist narratives about the female status based on orthodox reading lapse 

into a too narrow perspective. Many failed to assess the progressive potentials of moderate 

Muslim society already preexisting in many parts of rural Eastern Bengal. Second, the rich 

legacy of female empowerment literature was overlooked. Such literature ranged from the 

urban feminist writings in Tottobodhini to Begum (the latter inspired by Begum Rokeya—the 

preeminent feminist Muslim thinker in the early 20th century Bengal) as well as urban women’s 

rights movements, indicating the beneficial initial intellectual condition in terms of presence of 

liberal attitudes among the rising vernacular elite in Bengal/ Bangladesh, who later adopted 

gender-friendly and pro-female social policies after securing Independence. 

Third, incentives for female participation mattered. Pessimistic appraisals did not anticipate 

that resources will come “from outside” (microcredit, RMG work opportunities, conditional 

food/cash for female education) into traditional village societies, which will strengthen the 

voice and agency of rural women. Such negative views on women also did not anticipate that 

some women were willing to take risks even in the face of social exclusion to take advantage of 

any opportunities that come by. Socially negative image of the RMG workers as “fallen women” 

prevailing in the early 1990s is a case in point. Most female workers defied or redefined the 

terms of engagement in modern factory jobs to their favor, often by wearing hijab in the public 

place, but with increasing assertiveness for gender rights. Public policy also supported 
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formation of favorable gender norm with social programmes in female education via 

conditional food/ cash transfer, female works programs/ safety nets, and women’s health and 

nutrition programmes. Finally, strong future role of NGOs was not foreseen by many in the 

1970s and 1980s. Such role was not a novelty; it was anticipated already by the “Comilla 

model” to some extent, which emphasized the social role of Mohila cooperatives. As a result of 

all these factors, the female work force participation rose from a very low level of 12% in the 

1980s to over 30% at present. 

In short, it is the combination of global/ national market opportunities, policies, and 

institutions, which at the end gave rise to favorable gender norms, and encouraged female 

work force participation in MFI-financed self-employment and RMG-supported wage-

employment. If these sectors influenced the demand for women’s work, the expansion of 

female stipend schemes ensured the supply of female labor at a relatively low skill level. The 

net effect of women’s empowerment was not only livelihood improvements for them but also 

indirectly contributing to overall social cohesion.  

7.4 Jobs and Inclusion of Youth in Growth and Development 

The country also managed well the job market expectations for the growing youth population 

as an important demographic group. This is not just a social issue in a country dominated by the 

youth population (below 20 age-group constitutes about 45% of population and below 30 age-

group claims about 60%). Recent migration to cities—as indicated by the construction sector 

case study—is mainly dominated by the young age group. This has been the case a decade ago 

with the change that now the new migrants come with some exposure to education thanks to 

the expansion of primary and secondary education programs in the past two decades. The 

young workers with some education are now visible in varieties of urban transport, 

manufacturing (large and small), and trade/ service sectors. This suggests that the country’s 

labor market dynamics have been able to manage the social equation between supply and 

demand for jobs reasonably well, and this applies also to the tertiary educated youth—a 

formidable voice in social and political movements in Bangladesh historically. The latter mostly 

(70%) got education from private educational establishments and they also got jobs mostly 

(90%) in the modern private sector establishments, ranging from NGOs, banking, insurance, 

leasing companies, export firms and overseas jobs.  

In short, there has been much less reliance on public sector employment for generating jobs for 

the educated youth in Bangladesh where such job opportunities is fiscally constrained, supply-

demand mismatches in skills are more pronounced, and the problem of queuing is acute.37A 

                                                             
37 This has been observed almost universally in all developing countries with high share of public organized 
employment in total employment irrespective of that country’s level of income and human development. For an 
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large part of the social dissatisfactions that fueled Arab uprisings of 2011 were attributable to 

educated youth unemployment (Anderson 2011). Such public sector employment-centric 

educated youth frustration turning into anger was more prominent in contexts where public 

sector left little room for private sector growth, as observed earlier in case of Sri Lanka’s JVP-led 

uprisings in the late 1980s and the Naxalite youth movement in India in the 1970s.Bangladesh 

was more fortunate in this regard with the gradually declining share of public sector enterprises 

(which now constitutes only 20-30% of total employment, assets and investments in the formal 

sector).  

VIII. Conclusions  

8.1 Main Messages 

Notwithstanding the initial pessimism about Bangladesh’s long-term development prospects 

and sporadic skepticism about sustaining development success in the face of weak governance, 

the country has achieved decent progress in raising per capita income, which has been more 

than doubled between 1991 and 2011. Bangladesh maintained a reasonably high growth with 

least volatility, accompanied by impressive poverty reduction and human development record 

on a range of social indicators during this period. There are countries which have done well on 

the social MDGs front, and there are countries which have done well on the economic growth 

front, but Bangladesh belongs to a rather small group of countries that did well on both the 

fronts in the recent growth experiences. It has become the lead performer among the LDCs and 

aims at becoming a Middle Income country by 2021. Once dubbed a “test case for 

development” it is now viewed in a new light: the recent HSBC report included Bangladesh in 

the list of top 30 countries that would exhibit ‘very high growth rate’ in the following decades 

up to 2050.38Standard and Poor’s rating of Bangladesh has shown consistent improvements in 

the past five years at a time of global financial turmoil.  

The new found business confidence about Bangladesh’s economic prospects is based on 

recognition of its inner economic strength, one that has been gained over the years. There is an 

embedded story of jobs--as accelerator of growth and as source of social cohesion--in this turn-

around, which is explored in this paper. Understanding ingredients behind such success has 

significance well beyond the single country case study. First, Bangladesh is the 7th largest 

country in the world in terms of population: in fact, a population-wise cartography would have 

shown the country larger than present Russia! Second, its success lessons may be of some 

relevance to other countries at the bottom of the underdevelopment league. 

                                                                                                                                                                                                    
empirical application to Sri Lanka (having similarity to Bangladesh type situation prevailing in the 1970s and 1980s), 
see Rama (2003). 
38 See, “The World in 2050”, HSBC Global Research Report, 2012. 
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The main conclusion of the paper is that Bangladesh has been successful in generating “good 

jobs” by improving farm-nonfarm, rural-urban, inter-industry, inter-sectoral labor mobility at a 

relatively low skill level that had welfare-enhancing (poverty reducing and social cohesion 

enhancing) effects. In the predominantly agricultural economy with high population density and 

high population growth, the critical challenge is to reduce the burden of “surplus labor” in 

agriculture. This challenge can be met through sustained sectoral and social policies and 

attendant institutional changes commensurate to the each stage of development to support 

productivity/ growth-enhancing relocation of “surplus” farm labor to non-farm and non-

agricultural jobs. This is not to say that these changes were always undertaken with explicit ex 

ante focus on labor market policies, but they had ex post favorable labor market effects 

There were several sectoral drivers in this process--some acting sequentially and others acting 

simultaneously--in course of the last two decades. Such a path of job-creating development 

followed the rules of successful economic engagements in areas of growth and development. 

The first point to note is that the job-creating strategy was consistent with initial resource 

endowment prevailing in the early 1990s—starting from agricultural modernization in 

combination with simultaneous public investments in basic human development along with the 

support of NGOs. The second aspect is that once agricultural growth was put on a firm basis, 

the country moved gradually towards non-agricultural modernization under the aegis of the 

organized private sector. The latter has shifted the investment choices in line with global 

demand aided by policies favoring increased openness and encouraged by overseas 

remittances, especially during the 2000s. 

In a country marked by high population density, scarce land resources, and with 80% of 

economically active population engaged in traditional agriculture, the project of modernization 

that took off in the early 1990s (coinciding with the transition to democracy) proceeded in 

stages. The paper’s main findings on the inter-sectoral rural-urban labor mobility of relatively 

unskilled labor are summarized in ten key moments. 

First, “green revolution” in the form of new HYV seed-irrigation-fertilizer package provided the 

needed technological breakthrough in the rice sector. It increased land productivity and per 

worker productivity in rice agriculture. Green revolution not only increased productivity of self-

employed workers but also increased wage employment opportunities in crop agriculture 

benefiting the poorest. Within rural areas seasonal labor migration became common during this 

period leading to the formation of rural labor market at the national level.  

Second, farm-nonfarm linkages were important. Increase in farm productivity released 

“surplus” farm labor for non-agricultural jobs. At first, such shift took place mainly within the 

rural areas. During the 1990s such jobs were mostly created in the rural non-farm (RNF) self-

employment sector, where productivity growth was slow but the level of RNF income still 
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provided incentives to move in. Later, during the 2000s, migration became more common, as 

farm labor started shifting to urban areas in a more pronounced way in the process of 

economic growth. New jobs were generated mostly in the form of non-agricultural wage-

employment where productivity growth was higher compared to rural non-farm self-

employment.  

Third, this process was aided first by improved connectivity within rural areas (spearheaded by 

LGED), and later, between rural and urban areas, through Roads and Highways department. 

Construction of megaproject such as the Jamuna Bridge helped to integrate the product and 

labor markets across the East-West divide connecting lagging Western regions with the leading 

Eastern regions.  

Fourth, this process of transformation of surplus-releasing agriculture was supported by the 

simultaneous broad-based public investments in human development (education, preventive 

health and social protection) in the 1990s leading to inter-generational occupational mobility in 

the subsequent period. This was aided by the country’s microfinance institutions (MFIs) which 

also indirectly supported household investments in human development of the poor laboring 

households. These human development programmes and MFIs also led to another significant 

socially desirable result, namely, social and economic empowerment of women. As a result, 

population growth came down impressively along with the reduction in child mortality, leading 

to better “quality” of children with improved education and health status, and more savings/ 

investment potentials at the household level. This tendency became stronger in the decade of 

2000s when the demand for female labor was further stimulated by the pattern of 

manufacturing growth. 

Fifth, the incentives for rural-urban agricultural-nonagricultural labor mobility were provided by 

two main factors—export-led manufacturing growth and rapid expansion of international 

migration opportunities. Export as share of GDP has increased from about 7% In 1977-82 to 

13% in 2000-05; it rose further to about 18% of GDP in the subsequent period. By the end of 

1970s, the export was about 800 million US$; by the end of 2000s, it rose to 16.2 billion US$. 

The bulk of the jobs created in export-led manufacturing sector came from the phenomenal 

growth in the readymade garments (RMG). The success of RMG was due to a mix of policies 

(bonded warehouse, back-to-back Letter of Credit), incentives (low-wage competitiveness in 

the face of ensured access to export market via import quotas offered by USA and via GSP 

facility offered by EU), and changing gender norms (presence of female labor). In all of these 

learning-by-doing (and, seeing how other are doing) played a pivotal role. The relatively low 

inflation rate prevailing in the 1990s up to mid-2000s (in the order of 3-5%) also helped to 

maintain the export competitiveness during the period. The growth of RMG industry had a 

beneficial effect on rural women workers, as 90% of them were migrants from rural areas and 
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three-quarters of them hailed from landless and/or poorer strata. But, the success in export-

orientation was not limited to RMG alone. Other non-traditional export industries—from frozen 

food, ceramic and footwear, food-processing to pharmaceutical—also developed during the 

period, as did the domestic linkage industries associated with RMG and other export industries.  

Sixth, with rise in per capita GDP—growing on average at about 5% during 1991-2011—

domestic demand driven industries became more viable. Some of the industries which started 

as export activities catered increasingly to domestic demand (as in the case of tea). In contrast, 

some industries such as pharmaceutical, ceramic and food-processing units which initially 

operated only in the domestic market started producing for export markets. As a result of 

growth of export-oriented manufacturing as well as industries catering to the domestic 

demand, the duality of manufacturing sector--marked by the extreme polarities between very 

small (less than 10 workers) and very large (500 and more workers)—declined. The gradual 

disappearance of the traditional cottage industries was counteracted by an emerging segment 

of middle enterprises (10-99 workers) and by an increasingly higher share of large enterprises 

(employing 100+ workers). The net outcome of these changes in the size-class distribution of 

employment in the manufacturing sector was pro-poor in nature and forms a contrast to 

instances of “jobless growth” found in some other country contexts. An employment elasticity 

of nearly 0.61 with respect to value addition suggests that Bangladesh’s manufacturing growth 

as a whole was moderately employment intensive. This is in contrast to India where the 

employment elasticity to value addition in organized manufacturing was assessed at only 0.33 

during 1986-96 and was even depressed at -1.42 during 1996-2002. In the specific sub-sector 

such as RMG in Bangladesh the employment elasticity was as high as 1.66.In short, the within-

sector changes in manufacturing sector were job enhancing over the past two decades. 

Seventh, for the casual agricultural laborers who have limited resources for financing 

international migration, it is the indirect effects of international migration through the channel 

of labor market that are of greater significance.  The main point to note is that wage growth 

tends to be higher in villages experiencing high growth in overseas remittances. Thus, high 

agricultural wage growth has been associated more with villages experiencing high remittance 

growth compared with villages experiencing low remittance growth. Overseas remittance 

indirectly supported the growth of construction sector in general and real estate sector in 

particular (besides contributing to improved current account balance). 

Eighth, as urbanization pace became faster, export-manufacturing-remittance-construction 

nexus set a pattern of sustained and remunerative economic migration of farm labor to gainful 

non-agricultural sectors in urban areas. In many cases, construction and transport workers such 

as those engaged in brick-field and rickshaw pulling could seasonally combine agricultural and 

non-agricultural work, thus reducing the burden of under-employment in agriculture.  There 
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was a persistent gap between wages in non-agricultural sectors (such as manufacturing, 

construction and transport sectors) and agricultural sector throughout this period, but the 

matched gap increased more prominently in the second half of the 2000s. The rural-urban 

wage differentials thus provided incentive for farm labor to migrate to urban areas. Such move 

was also supported by low cost of migration facilitated by simultaneous improvements in 

connectivity financed by public investment. 

Ninth, increased relocation of farm labor to non-agricultural jobs in urban areas also had 

beneficial effects on the place of origin of migration. This can be seen in several aspects. A 

significant change took place during the period in the sphere of rural land tenancy market. The 

size of the tenancy market increased sharply in a way that was not anticipated in the 

beginning—the share of leased-in land in total operated land almost doubled from 20% to 40% 

between 1988 and 2008. So did the contractual forms of tenancy—share-cropping declined, 

while cash rent became increasingly prominent. This happened due to increased relocation of 

landowners in more remunerative non-agricultural activities, especially with faster urbanization 

(the latter increased from 12% in 1983 to 35% at present).  All these changes worked well in 

favor of the tenant farmers. The benefits of such agrarian changes also reached the landless 

tenants, whose share rose, thanks to the relaxation of liquidity constraints provided by the 

rapidly expanding microcredit. As a result of all these changes agricultural labor market further 

tightened with more pronounced increase in real wages of farm laborers. In the face of rising 

agricultural wages and shortage of seasonal agricultural labor in the 2000s, farmers gradually 

started using labor-saving techniques in the peak seasons of agricultural activities, thereby 

accelerating the growth in productivity in the farm sector. Urbanization also had positive 

indirect effects on rural productivity: rural non-farm self-employment activities became more 

productive and remunerative, having benefited from urban proximity and greater access to 

urban markets via improved connectivity. 

Finally, the success of Bangladesh in triggering and sustaining the movement of labor from farm 

sector to non-agricultural sectors, as summarized above, was attributable to several factors. 

Policies played an important role. Success would not have been achieved without policies to 

support agricultural modernization, basic human development (population control, education, 

preventive health, and social protection), improved connectivity and policies that supported 

export-oriented production and explicit female orientation in human development and 

employment. Transition to democracy and staying firmly on that course over the past two 

decades also helped. This has manifested in the rising share of social protection in budgetary 

allocations as well as in the orientation towards human development and physical 

infrastructure sectors. Access to global markets made a difference, as evident in the case of 

RMG exports and overseas remittance. Institutional innovations also played an important role, 

ranging from encouragement to alternative service delivery for human development and self-
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employment via NGOs/ MFIs, policy innovations such as bonded warehouse and back-to-back 

LC for the RMG sector, creation of agencies especially designed for building rural roads and 

flood protection schemes, “ring-fencing” export production from political conflicts and 

hindrances even during the times of prolonged political strikes witnessed sporadically in the 

past are some of the key examples of good institutional measures.  

Creation of more remunerative and productive jobs for the relatively unskilled labor--not by 

tying them to farm sector but by encouraging them to move out of agriculture through greater 

inter-sectoral mobility--was not restricted to a particular social group or ethnicity. Lack of 

ethnic heterogeneity and relative absence of social inequality based on large landownership 

sociologically helped in maintaining social cohesion in the first place by setting the initial tone, 

but the main impetus came from the nature of job creation itself. The poor, the women, and 

the youth—three major population groups defined economically and socially--benefited from 

such a job creation process. Growth was not jobless. The broad-based nature of employment 

also provided social stability. Such stability was important to maintain growth acceleration and 

social cohesion at the same time even amidst rising income inequality (as was the case in the 

decade of 2000s). The challenge for the Bangladesh economy—from the jobs perspective--lies 

however in maintaining this momentum. The potentials for creating “good jobs” by further 

encouraging upward mobility of the relatively unskilled labor through transition from farm to 

non-farm sectors are yet to be exhausted.  

Having said that, one would like to draw attention to two relatively neglected dimensions of job 

creation in Bangladesh  that require further policy attention. The first relates to the issue of 

informality of the labor market, while the second pertains to the possibility of harnessing 

skilling of labor to the level of responding to the potential demand for relatively educated jobs, 

especially in export sectors and overseas migration. Thus, gradual overcoming of the informality 

of the job market would be a relevant consideration in the next two decades. One unique 

characteristic of the Bangladeshi labor market has been  relatively low unemployment rate and 

large proportion of informal laborers. A large layer of informal workers may have acted as a 

buffer for the less skilled or what the paper calls surplus agricultural workers shifting to non-

agricultural labor market. While not much evidence has been available in this segment of the 

labor market, this can be a structural issue that Bangladesh may face when the country is 

aiming to become a middle income country. As a country moves on to the next stage of 

economic development, a more organized labor market environment would be important. This 

cannot be done by forcing formalization of labor market on the growth process, however.  

There are also concerns over the past success in creating “good jobs” in Bangladesh from the 

other side. While the number of jobs grew and the sectoral shift has occurred (from agricultural 

to non-agricultural sectors), there is still a limitation of the education and skills development in 
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matching Bangladeshi workers with high-skill works. International migrant workers are taking 

relatively low skilled and low paid jobs when compared to the migrant workers from 

neighboring countries like India and Nepal (as evident from per capita remittance). While 

manufacturing and garments sectors are attracting foreign investments to Bangladesh, high-

skills industries, such as IT industry, have not attracted investments due partly, if not largely, to 

low skill levels of Bangladeshi workers - despite the internationally competitive wage rates. 

If past is any guide to future, then the answer is also in pursuing and managing creatively the 

interactions between global market opportunities and local capabilities through the right 

combination of policies, markets and institutions commensurate to the next stage of the 

country’s development.  

8.2  Generalizability of the Bangladesh Case? 

The Bangladesh’s success in creating welfare-improving “good jobs” by improving farm-

nonfarm, rural-urban, inter-industry, inter-sectoral mobility of relatively low skill laborers 

seems to share the common features of other Asian countries such as the Philippines, Thailand, 

and Tamil Nadu in India. 39  Undeniably, the Asian experience indicates that the “green 

revolution,” i.e., the adoption of irrigation and HYV rice seeds together with introduction of 

chemical fertilizer played a central role in breaking the vicious circle of poverty, the choice of 

farming as a major occupation, and the sacrifice of schooling of children. In addition to the sole 

role of agriculture as a source of income and a source of funds to physical and human capital 

investments, farm-nonfarm linkages, which created non-farm pro-poor job opportunities, were 

indispensable similarly in Asian countries.  The government also played a critical role in 

providing physical and institutional infrastructure in this structural transformation process from 

farm-based to non-farm based economies.   

Having  said this, Bangladesh has been achieving this transformation in an accelerated manner 

fueled by three rather country-specific mechanisms.  First, penetration of MFIs in rural 

communities relaxed credit constraints of rural poor households, resulting in rapid 

transformation from farm to non-farm jobs; changes in rural agrarian tenancy system to 

enhance the poor’s welfare; and investments in female household members.   

Secondly, export-led manufacturing growth and rapid expansion of international migration 

opportunities facilitated the accelerated structural transformation.  Particularly, the sharp 

expansion of RMG industries may be attributed by “hysteresis” of the initial condition which 

later generated the positive-feedback process of industrial growth. Rising wage rates in 

competing China has  also been an important peculiar exogenous factor to Bangladesh’s recent 

phenomenal growth in RMG exports in the 2010s.   

                                                             
39 This has been noted earlier  by Otsuka, Estudillo, and Sawada (2008). 
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Thirdly, unlike most of countries in Asia and Africa, Bangladesh is among the world’s most 

populated countries, indicating the possibility of fast transmission of learning externalities.  

Lack of ethno-social fragmentation—compared to countries such as Pakistan, India, or for that 

matter, Sub-Saharan Africa--also eased the process of transmission of the benefits of new 

learning (technology and human development) across diverse population groups, including the 

poor and the poorest. The positive-feedback process of industry growth has been also 

stimulated by pecuniary externalities of growth in export-oriented manufacturing as well as 

expansion in industries catering to the domestic demand.   

In sum, one of the most important lessons derived from the case study of Bangladesh’s 

successful job transformation is that farm jobs and non-farm jobs evolve together in an 

integrated matter, and thus welfare and livelihood of both poor farmers and workers improved 

simultaneously. Effective roles of microfinance institutions as well as physical and institutional 

infrastructures in facilitating market-based development in Bangladesh also provide an 

important insight to other developing countries. Re-interpreting  what Faaland and Parkinson 

(1975) said about three decades ago (which we alluded to earlier) one could now venture to 

project why the Bangladesh experience could potentially transform from a mere “test case” 

with largely negative connotations into an “inspiring case” for the modernization of other low-

income agrarian economies. If Bangladesh could make it under the most extraneous of 

circumstances, others in the parallel universe of destitution and hopelessness can also make it. 

Since the Bangladesh success is far from the Michael Jordan model of Lucas (1993), its 

implications should be seriously incorporated into pragmatic development strategies in other 

low-income emerging economies. 

 

 

 

 

 

 

 

 

 



41 
 

Graphs 

 

Graph 1: Growth Acceleration in Bangladesh, 1975-2011 
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Graph2: Trends in Rural Poverty, 1991-2010 

 

 

Graph3: Trends in Urban and Rural Poverty, 2005-2010 

 

 

 

 

0

10

20

30

40

50

60

70

1991-92 2000 2005 2010

Headcount Index of Rural Poverty

0

5

10

15

20

25

30

35

40

45

50

National Rural Urban

2010

2005



43 
 

 

 

Graph 4: Wage Growth by Land Productivity Growth 
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Graph 5: Occupation of Household Head by Village Level Land Productivity 
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Graph 6: Wage Growth by Remittance Growth 

 

 

 

Graph 7: Share of Major export Items 
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Graph 8: Earnings of Garments Workers by Type and Operation 
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Graph 9: Real Wage Trends, 1991-2009: Manufacturing, Construction and Agriculture 

 

Source: Estimated from BBS data 

 

 

 

Graph 10: Expansion of Garments Employment, 1980-2010  

 

 

Source: Heath and Mobarak (2012) 
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Annex Tables 

 

Table1: Trend Growth Rates in Area, Yield and Production of Rice Crops in Bangladesh 
  

Crops 
1972/73-2009/10 1972/73-1979/80 1980/81-1989/90 1990/91-1999/00 2000/01-2009/10 

Area Yield Production Area Yield Production Area Yield Production Area Yield Production Area Yield Production 

Aus 
(Local) 

-
5.86 1.35 -4.51 

-
1.69 0.9 -0.79 -3.17 1.92 -1.25 

-
6.31 0.16 -6.15 

-
12.11 0.52 -11.6 

Aus (HYV) 2.03 
-

0.43 1.6 23.3 
-

3.42 19.78 -1.7 
-

2.65 -4.35 2.35 0.98 1.37 4.36 1.47 5.83 
Aus 
(Total) 

-
3.92 1.81 -2.11 0.09 2.83 2.93 -2.93 0.79 -2.14 

-
4.12 0.91 -3.21 -3.7 2.4 -1.3 

Aman 
(local) 

-
2.98 0.63 -2.35 0.45 3.4 3.85 -3.02 1.2 -1.81 

-
2.93 

-
0.75 -3.68 -6.27 

-
0.58 -6.85 

Aman 
(HYV) 6.06 0.5 6.56 2.27 0.64 2.91 5.46 0.77 6.23 2.3 

-
0.46 1.84 3.42 

-
0.16 3.26 

Aman 
(Total) -0.2 1.75 1.55 0.67 2.91 3.58 -1.17 1.9 0.73 

-
0.77 0.08 -0.68 -0.59 0.6 0.01 

Boro 
(Local) 

-
3.65 1.1 -2.55 -3.8 

-
1.53 -5.33 -3.55 

-
2.41 -5.97 

-
2.53 1.4 -1.13 -7.47 0.27 -7.2 

Boro 
(HYV) 6.64 0.85 7.49 4.59 

-
2.48 2.12 11.26 -0.7 10.56 4.17 1.84 6 3.53 0.83 4.36 

Boro 
(Total) 4.75 1.8 6.55 0.83 

-
0.75 0.08 8.08 0.35 8.42 3.58 2.08 5.66 2.86 2.78 6.64 

Rice 
(Local) 

-
3.73 1.12 -2.61 -0.5 2.43 1.93 -3.08 1.19 -1.89 

-
3.78 

-
0.22 -4 -7.95 

-
0.35 -8.3 

Rice 
(HYV) 5.79 0.77 6.56 6.12 

-
1.28 4.84 6.99 0.11 7.1 3.24 0.99 4.23 3.81 1.02 4.83 

Rice 
(Total) 0.21 2.59 2.8 0.52 2.28 2.8 -0.06 2.38 2.32 

-
0.04 1.81 1.77 0.19 2.59 2.78 

Source: Shahabuddin (2012) 
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Table 2: Wage Growth by Land Productivity Growth 

Wage Growth 
Land Productivity Growth 

Low Middle High All Household 

Nominal Wage N % N % N % N % 

Low  288 44.9 231 33.6 126 18.5 645 32.1 

Middle 164 25.5 236 34.3 293 43.1 693 34.5 

High 190 29.6 221 32.1 261 38.4 672 33.4 

Total 642 100 688 100 680 100 2010 100 

Actual Wage                 

Low  219 34.1 295 42.9 126 18.5 640 31.8 

Middle 260 40.5 134 19.5 292 42.9 686 34.1 

High 163 25.4 259 37.6 262 38.5 684 34 

Total 642 100 688 100 680 100 2010 100 
Source: Primary analysis of the 62-village panel data for 2000 and 2008. 
 

 

Table 3: Occupation of Household Head by Village Level Land Productivity  

  
Lowest 

Productivity 
Middle 

Productivity 
Highest 

Productivity All Household 

Occupation N % N % N % N % 

Year 2000                 

Farming 300 47.5 267 41.7 210 35 777 41.5 

Other agriculture 19 3 8 1.2 9 1.5 36 1.9 

Agri Labor 92 14.6 67 10.5 83 13.8 242 12.9 

Business 66 10.5 81 12.6 120 20 267 14.3 

Service 62 9.8 96 15 76 12.7 234 12.5 

Non-agri labor 72 11.4 101 15.8 85 14.2 258 13.8 

Inactive 20 3.2 21 3.3 17 2.8 58 3.1 

Total 631 100 641 100 600 100 1872 100 

                  

Year 2008                 

Farming 322 46.7 348 51.6 255 39.4 925 46 

Other agriculture 5 0.7 7 1 14 2.2 26 1.3 

Agri Labor 73 10.6 91 13.5 52 8 216 10.7 

Business 71 10.3 52 7.7 110 17 233 11.6 

Service 148 21.5 114 16.9 134 20.7 396 19.7 

Non-agri labor 70 10.2 61 9.1 81 12.5 212 10.5 

Inactive 0 0 1 0.1 1 0.2 2 0.1 

Total 689 100 674 100 647 100 2010 100 

Source: Primary analysis of the 62-village panel data for 2000 and 2008. 
 



56 
 

 

Table 4: Occupation of Household Head by Village Level Worker Productivity  

  
Lowest 

Productivity 
Middle 

Productivity 
Highest 

Productivity All Household 

Occupation N % N % N % N % 

Year 2000                 

Farming 261 41 294 46 222 37.2 777 41.5 

Other agriculture 16 2.5 8 1.3 12 2 36 1.9 

Agri Labor 103 16.2 82 12.8 57 9.6 242 12.9 

Business 85 13.3 75 11.7 107 18 267 14.3 

Service 65 10.2 70 11 99 16.6 234 12.5 

Non-agri labor 88 13.8 87 13.6 83 13.9 258 13.8 

Inactive 19 3 23 3.6 16 2.7 58 3.1 

Total 637 100 639 100 596 100 1872 100 

                  

Year 2008                 

Farming 357 52.1 323 47.3 245 38.2 925 46 

Other agriculture 7 1 7 1 12 1.9 26 1.3 

Agri Labor 85 12.4 79 11.6 52 8.1 216 10.7 

Business 64 9.3 71 10.4 98 15.3 233 11.6 

Service 107 15.6 140 20.5 149 23.2 396 19.7 

Non-agri labor 64 9.3 63 9.2 85 13.2 212 10.5 

Inactive 1 0.1 0 0 1 0.2 2 0.1 

Total 685 100 683 100 542 100 2010 100 

Source: Primary analysis of the 62-village panel data for 2000 and 2008. 
 

Table 5: Wage Growth by Remittance Growth 

Wage Growth 
Remittance Growth 

Low Middle High All Household 

Nominal Wage N % N % N % N % 

Low  195 32.7 195 29.4 223 34.4 613 32.1 

Middle 219 36.7 269 40.6 168 25.9 656 34.4 

High 182 30.5 199 30 258 39.8 639 33.5 

Total 596 100 663 100 649 100 1908 100 

Actual Wage                 

Low  257 43.1 162 24.4 189 29.1 608 31.9 

Middle 181 30.4 304 45.9 201 31 686 36 

High 158 26.5 197 29.7 259 39.9 614 32.2 

Total 596 100 663 100 649 100 1908 100 
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Table 6:Changing Share of Major Export Items in Total Exports (%) 

Year Jute good Raw jute Frozen 

food 

Woven 

garment 

Knitwear Primary 

commodity 

Manufactured 

goods 

1981-82 46.5 16.2 8.4 1.1 0.0 35.0 65.0 

1991-92 6.4 4.3 7.3 53.4 5.9 15.0 85.0 

2008-09 1.8 1.0 3.0 38.0 41.3 5.6 94.4 

Source: GOB, Ministry of Finance, Economic Review 

Table 7: Employment Statistics, 2002-2010  

Employment Type  2002-2003 2005-2006 2010 

Employment by Major Industry (million)       

Manufacturing 4.3 5.2 6.7 

Construction 1.5 1.5 2.6 

Total Employment  (million)       

Male 34.5 36.1 37.9 

Female 9.9 11.3 16.2 

Total 44.3 47.4 54.1 

Source: Labor Force Survey, 2010 

   Source: Labor Force Survey, 2010 

 

Table 8: Growth of Readymade Garments Industry 

Period 
Growth of no. of 

garments factories 
Growth employment in 

garments 

1983/84 - 1989/1990 29.72% 41.49% 

1990/1991 - 1999/2000 15.64% 18.17% 

2000/2001 - 2004/2005 5.93% 5.61% 

2005/2006 - 2009/2010 4.22% 10.44% 
Note: The average is moving averages of the period. Source: BGMEA 
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Table 9: Top Ten 4-digit Industries in terms of Value Added Share (10 or more workers) 

BSIC (old code) Industry Value added 
share (%) 

Employment  
share (%) 

1990-1991       

3213 Jute textile 11.51 19.91 

3231 Readymade garments (woven) 10.98 16.73 

3141 Cigarettes 10.82 0.87 

3524 Fertilizer 6.82 0.67 

3211 Cotton textile 5.82 8.6 

3511 Pharmaceuticals 5.44 1.3 

3216 Handloom textile 3.68 13.36 

3123 Sugar factories 3.42 1.78 

3533 Soap and detergents 1.94 0.51 

3713 Iron and steel re-rolling 1.84 0.91 

Total   62.27 64.64 

2005-2006       

1811 Readymade garments (woven) 23.9 39.7 

1730 Knitwear 9.2 13.8 

2692 Bricks & tiles 7.1 5.7 

1601 Cigarettes 6.3 0.5 

2423 Pharmaceuticals 4.7 1.8 

2713 Iron & steel re-rolling mills 3.3 0.6 

1711 Cotton textile 2 4.1 

2694 Mfg. of cement 1.9 0.4 

1512 Processed fish & seafood 1.7 0.4 

1716 Handloom 1.5 6.3 

Total   61.6 73.4 

Source: Bakht et al (2011). BBS Survey of Manufacturing Industries 1990-1991 & 2005-2006 
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Table 10: Changes in the Size Distribution of Manufacturing Employment according to 
Economic Census Data 

Year Share in manufacturing employment (%) Total 

Less than 10 

workers 

10-49 workers 50-99 workers 100 or more 

workers 

1986 60.5 9.3 3.3 26.9 100 

2001/03 40.4 13.1 4.2 42.3 100 

Source: BBS Economic Census Report 

Table 11: Comparison of Average Monthly Wages between Dhaka City and Rural Areas in 

2000 

Sector Dhaka Rural areas 

Average monthly wage by sector   

Agriculture 1768 1389 

Manufacturing 2329 2426 

Construction 6273 2410 

Trade 3000 1950 

Transport 3918 3476 

Finance 7279 4951 

Community Services 4507 4442 

Household Services 1370 1088 

   

Average Monthly Salary by gender   

Male 4159 2891 

Female 1600 1181 

Source: (2007). “Dhaka: Improving Living Conditions for the Urban Poor”, Bangladesh Development Series, Paper 17, Dhaka: 

World Bank 
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Table 12: Jamuna Bridge Before and After: Income Poverty using FAO norm 

 

Poverty 

Project villages Control Villages 

Pre-

Jamuna 

Post-

Jamuna 

Change (% 

Per year) 

Pre-

Jamuna 

Post-

Jamuna 

Change (% 

Per year) 

Headcount Index (%) 48.79 41.80 -1.75 42.66 38.36 -2.51 

Extreme Poor 20.64 13.85 -8.21 15.60 13.70 -3.04 

Moderate Poor 28.15 27.95 -0.17 27.06 24.66 -2.22 

Poverty gap 18.54 11.65 -6.20 13.50 11.50 -2.90 

Squared Poverty gap 12.19 7.61 -10.00 8.82 7.57 -0.14 

 

Source: Bayes (2007).  
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Table 13:Jamuna Bridge Before and After: Non-income indicators of poverty, 1999/00 to 

2003/04  

(% of households) 

 

Indicators 

Project Villages Control Villages 

1997/98 2003/04  1997/98 2003/04 

Hunger 

Whether 3 meals a 

day 

16.1 3.3 6.4 5.0 

Housing 

Poor quality* 

house 

13.1 8.2 10.1 8.2 

Jhupri** 16.6 7.7 9.2 4.6 

Clothing 

No winter cloth 3.5 3.1  1.8 

One winter cloth 34.3 22.6 18.3 22.8 

Education 

Primary (6-10)*** 3.8 6.5 2.8 4.5 

Secondary (10-

15)*** 

7.5 12.9 6.9 8.1 

*Earthen floor and one room; ** Earthen floor, straw roof and one room, *** children not attending schools  

 

Source: Bayes (2007) 


