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President’s Memo
Aftab ul Islam, FCA

President, American Chamber of Commerce in Bangladesh

Bangladesh has plenty of 
resources, potentials and many 
positive business elements in her 
credit, what actually required is 
to engage ourselves heavily to 
tap all these resources, includ-
ing the fi nalization of the Coal 
Policy, without wasting time. 
Bangladesh, as a nation, should 
have a straight forward workable 
planning backed by practical 
vision for short-term, mid-term 
and long-term economic devel-
opment. This is doable but strong 
political will would be absolutely 
essential here to make a break-
through and to make it widely 
visible. 

I believe Bangladesh is on the 
right track at the moment offering 
numerous business opportunities 
to anyone interested in this place, 
which is set to grow. Bangladesh 
needs signifi cant improvement in 
education, in health, in popula-
tion management, in providing 
sophisticated business environ-
ment, in modern business trans-
actions, in market access and 
expansion, in innovation, and 
fi nally in branding Bangladesh. 
Serious and practical efforts must 
be undertaken promptly towards 
these broad objectives in order 
that Bangladesh eventually makes 
its due mark in the global business 
place. 

Once again I take the oppor-
tunity to express my profound 
thanks and appreciation to 
AmCham Members, well-wish-
ers of AmCham, for their contin-
ued and wonderful support and 
cooperation to AmCham. I hope 
you would enjoy reading the 
AmCham Journal October 2010 
Issue.

spoke and described in details on 
the available business and invest-
ment opportunities in Bangla-
desh, and specifi cally invited the 
American Investors to invest in 
Bangladesh, in Power and Energy, 
in Physical Infrastructures like; 
Ports, Deep Seaports, Roads and 
in Soft Infrastructure, like Infor-
mation Technology, etc. During 
her address she also highlighted 
the Government’s deep intention 
and planning on activating the 
Public Private Partnership (PPP) 
to promote investment. The CEOs 
of many large American Compa-
nies were present in this meeting 
and showed their keen interest for 
Bangladesh. They, of course, also 
raised many questions concern-
ing doing Business in Bangladesh, 
such as; Bureaucratic Complexi-
ties, Slow Decision Making, Conti-
nuity of the Government Policies, 
Regulatory Regime, Transparency 
in Business Deals, Seriousness of 
the Government desire for FDI, 
Equal Treatment for Foreign and 
Local Investors and on Conducive 
Business Environment, etc.

I think all these are valid ques-
tions and we need to address 
them fairly quickly through pro-
fessional means. Today’s world is a 
highly competitive one. If we fail 
to provide competitive business 
environment, interested inves-
tors would defi nitely look for 
alternative destinations. I think 
Bangladesh should not allow this 
to happen. We must keep all the 
best possible options open for the 
potential investors. 

I am delighted to present you the 
October 2010 issue of AmCham 
Journal.  In my last few memos, I 
tried to emphasize the importance 
over fi xing the burning issues of 
Power and Energy, Traffi c Jam 
in Dhaka City, Extensive use of 
Information Technology, Attract-
ing both Foreign Direct Invest-
ment (FDI) and Local Investment 
and Branding Bangladesh, etc.

In September 2010, I had the 
opportunity to join the Business 
Delegation of the Honorable Prime 
Minister Sheikh Hasina, to accom-
pany her to attend the 65th Ses-
sion of UNGA, in New York from 
18-29 September, 2010. In addition 
to my participation to many other 
important events, I attended one 
of the key business events hosted 
jointly by the U.S. Chamber of 
Commerce and the Asia Society. 
In this important meeting Hon’ble 
Prime Minister Sheikh Hasina 

Aftab ul Islam

Message
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Why Business Leaders Must Partner with 
Academic Leaders
Syed Saad Andaleeb PhD
Distinguished Professor of Marketing at the Sam & Irene Black School of Business, 

Penn State Erie University, USA

Recently I made contact with a 
number of business executives in 
Bangladesh. The reason was to 
determine the extent to which 
the country’s academic institu-
tions are preparing students for 
employment. Let me paraphrase 
a few selected insights that the 
executives shared: 
• What we do in our sector is to 

take students with good CGPAs 
and communication skills. 
Then we prepare them in our 
own way in our training facili-
ties and provide job rotation.  

• We like graduates with some 
experience during the under-
graduate stage but this is not 
always possible because our 
sector requires technical skills. 
Thus, the HR department takes 
an exam for recruiting which 
is basically a general aptitude 
test. The certification of a uni-
versity is considered later on. In 
a sense we aren’t only depend-
ing on any university’s degrees 
but also on a serious evaluation 
of students’ basic skills.  

• Under the current scenario it 
is hard to say that the gradu-
ates have appropriate skills for 
employment. Some institutions 

provide little emphasis on real-
life exposure, thus failing to 
equip students for their jobs. 
They do have vague ideas about 
different subjects but hardly 
know anything in depth.

• Very few academic institutions 
give adequate training to their 
students for employment.

And what would these execu-
tives like to see in their potential 
employees?  Here’s what they said:
• Students must develop their com-

munication skills significantly.

• They lack confidence; reinforc-
ing it should become part of 
their training.

• They should take spoken-Eng-
lish courses.

• They should learn to work in 
groups.

• They should have part time jobs 
to enhance their experience.

• They must have in-depth 
knowledge in their subjects. 

• They must be able to convert 
their knowledge into practice. 
Rote learning is not useful.

The above suggestions repre-
sent only a sampling of employ-

ers’ comments about potential 
employees. But they raise broad 
questions about the role of the 
education system, the quality it 
instills in the nation’s workforce, 
whether job aspirants have the 
requisite skills and training for a 
rapidly changing world shaped 
by the forces of globalization, 
the extent to which employers 
invest in improving the quality of 
their employees, and the extent 
to which the employment gap 
is filled by recruitment from the 
global market (OK, India).

Most lower-tier jobs are filled by 
local employment. Some organiza-
tions have begun to recruit skilled 
employees from abroad, gener-
ally at the mid-upper levels. And a 
small minority, usually at the very 
top level, comes from the advanced 
industrialized countries, especially 
in the larger (multinational) com-
panies or the development agen-
cies. This is quite desirable and 
must not be discouraged as it can 
help in transferring knowledge 
capital and vital skills to the bevy 
of employees in the country. But 
a substantial reliance on foreign 
sources could introduce uncertain-
ties in the supply of needed skills. 
It also does not guarantee that the 
best of skills would be available to 
Bangladesh. And if the top tiers 
are reserved for foreign hires, what 
incentives are there for local hires 
to rise in rank? 

One might hypothesize, at the 
risk of offending the nation’s edu-
cators, that lower skilled employ-
ees from abroad might have better 
skills than those trained in Bangla-
desh. If this is the case, it is cause 
for serious concern, especially for 
the business (and non-business) 
organizations in Bangladesh.  To 
alleviate such concerns, it is vital 

Why Business Leaders Must Partner with Academic Leaders
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for business leaders to engage 
with the nation’s academic lead-
ers and their institutions to 
chart the future of the education 
system and, thus, the Bangladeshi 
employee. A few business leaders, 
in anticipation, have built private 
schools and universities which is 
a step in the right direction; but 
in addition to profit motives that 
drew them to these initiatives, 
they must now turn their atten-
tion to improving quality—and in 
good measure.  

It is important to note here that 
the Asian Miracle has resolutely 
demonstrated how a steady human 
capital formation strategy has led to 
Asia’s ascendance in the region and, 
in fact, the world. The involvement 
of the business community has 
played no small part in this progres-
sion. Bangladesh, the seventh larg-
est nation in the world, would seem 
to be blessed with a population 
that, when properly trained, can 
be a strategic player in the region. 
Policies must thus be devised with 
significant participation of the busi-
ness community to craft a human 
resource strategy where contem-
porary education would serve as 
the platform on which to build the 
nation and take it to middle income 
status and beyond. By working with 
educational leaders, business lead-
ers may be able to inject new ideas 
that have been sorely lacking in 
educational innovation, with few 
exceptions.

However, to engage effectively, 
business leaders must understand 
the constraints that hinder the 
education system’s ability to insure 
a steady supply of well-trained 
human resources. Let me sum-
marize some of the key issues for 
Bangladesh that were highlighted 
in the expert consultations* we 
devised at two conferences in 
2008 and 2009 at Harvard’s Ken-
nedy School of Government, initi-
ated by Bangladesh Development 
Initiative (www.bdiusa.org).

Teachers as Key to Quality

There are serious problems regard-
ing training, recruitment, remu-

neration, and management of 
teachers in the country.  Bangla-
desh’s education system must 
envision a bold and creative strat-
egy to attract academically capable 
and talented young people to the 
teaching profession that, today, is 
the last choice for most college/
university graduates… unfortu-
nately!

In fact, the success of any quality 
initiative such as transforming the 
pedagogy, making learning assess-
ments and examinations more 
meaningful, and turning teachers 
into role models for young people 
will depend on attracting and 
keeping talented and motivated 

people in the teaching profession. 
Business leaders, in their own 
interest, should intervene here 
with ideas and resources.

It may be noted that when com-
paring the “general stream” 
schools with the “Top-10” schools 
in the country, 70% of the stu-
dents from the “Top-10” schools 
were able to demonstrate the 
required competencies. For a rep-
resentative sample of “general 
stream” schools, only 2% were 
found to have the required com-
petencies. If 98% of the students 
going through the nation’s schools 
are unable to demonstrate basic 
learning competencies – and the 
number of years this situation has 
been prevailing – it is something 
that should be of deep concern, 
not only to educational planners 
but also to business leaders who 
are the ultimate consumers of the 
education system’s output.

An anecdote might direct the 
attention of those concerned to 
the source of the problem above: 
When it was proposed that the 
500,000 (appx.) teachers in the 
nation’s 80,000 (appx.) schools be 
subjected to competency tests, the 
Teachers Union intervened and 
went to the court challenging such 
a measure. The decision to test for 
teacher competency was stayed by 
the High Court! How can teach-
ers and schools be brought under 
the “quality” radar and be held 
accountable for their school’s per-
formance? What incentives can 
business leaders envision to break 
the stranglehold of the Union and 
find and reward high performers?

Decentralization 

Educational governance and man-
agement remain highly central-
ized, seriously impeding efficiency 
and responsiveness of various aca-
demic programs. It is important 
to emphasize decentralization in 
education with i) authority and 
responsibility with accountabil-
ity, including budget and resource 
management, at the level of the 
institutions and ii) devolution 
of planning, management, and 
monitoring to low tiers of the 
government administration with 
annual and long-run targets to be 
attained using selected metrics. 

Transforming Vocational 
and Technical Education

Employers complaining about the 
shortage of skilled workers must 
focus on the vocational institu-

Why Business Leaders Must Partner with Academic Leaders
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tions. In fact, substantive voca-
tional training facilities exist at the 
upazilla levels which produce very 
little skills for the various indus-
tries.  Key sectors of the country’s 
business establishments can take 
over these facilities and turn them 
around to ensure a steady supply 
of skilled manpower for their own 
needs. This calls for redesigning 
vocational/technical education 
through new modes of collabora-
tion that involve the private sector 
in public institutions’ operation 
and management. It also requires 
government encouragement and 
incentives for private sector train-
ing institutions, apprenticeship, 
and on-the- job training. 

Financing Strategy 

The target of a six percent share 
of GDP as public expenditure in 
education in the span of a decade 
is essential to reach international 

standards. To meet this target a 4.0 
to 4.5 percent share of GDP needs 
to be expended by the end of the 
sixth plan. The macro-economic 
prospects and resource issues will 
no doubt be a key concern in the 
plan document and will provide 
a framework for planning educa-
tional reform. Business must work 
cooperatively with the govern-
ment on a tax structure that will 
help provide the revenues needed 
to refurbish the education system 
and its priorities.

Structural Issues

According to the experts, improper 
institutional structures are among 

the main reasons for the poor 
quality of education in develop-
ing countries. The best plan will 
surely fail when the structure is 
inefficient and ineffective.  Unfor-
tunately, the education system and 
its structure in Bangladesh is inef-
ficient and archaic, with its arteries 
blocked horribly by a bureaucratic 
culture. The failure is, thus, as 
much in the people who run the 
system as it is in the systems and 
processes (an ISO-9000 concept 
that is making inroads into edu-
cational planning). According to 
one expert, the structure of the 
UGC, school and college boards, 
government departments, and 
university trustees are like layers 
of fossils in their composition and 
character. 

Consequently, statistical insights 
suggest a “silent exclusion” that 
pervades the education system: for 
every 100 students entering the 

system, only 15 to 20 complete 
their education in a span of 10 
years.  What happens to the 80% 
that drop out remains an unan-
swered question and represents 
a loss of some magnitude to the 
nation. But the fossils in the educa-
tion system do not seem to care.

Corruption 

The education system, like other 
bureaucratic systems, is plagued 
with corruption  – moral, intel-
lectual, and financial.  Unless the 
prevailing structures and incen-
tives that breed corruption are dis-
mantled, change will be difficult 
to implement. 

Technology

All education initiatives should be 
technology based and in conso-
nance with the global education 
system to be able to deliver a state-
of-the-art education program. 
Major investments are needed in 
educational technology such as 1) 
class-room technology 2) digital 
textbooks 3) ancillary educational 
materials 4) research technology 
5) online education tools and pro-
grams 6) web-enabled education, 
and 7) digital knowledge banks. 
Business leaders can weigh in 
here, hopefully facilitated by the 
country’s tax structure.

Quality in Tertiary 
Education 

Making tertiary education more 
responsive to the requirements of 
the employers is essential. There is 
a serious need to ensure acceptable 
standards that must be established 
by the government in collabora-
tion with business leaders.  Guar-
anteeing the required financial 
and human resources and imbu-
ing the administration with a clear 
focus is something that business 
leaders could facilitate, especially 
for new institutions. Similarly, the 
UGC, supported by the govern-
ment, must ensure that quality 
standards are applied rigorously 
to the private universities.

Research

Emphasis should be placed on 
academic research at all levels.  It 
is instructive to note that in 2008-
2009, an $18 billion Research 
Endowment Fund was established 
in Hong Kong to “provide a steady 
and continuous source of funding 
towards research projects selected 
by the nation’s Research Grants 
Council.” What is important to 
note is that part of the fund will be 
devoted to special research themes 
related to Hong Kong’s long term 
development and strategic direc-
tion. The link that Hong Kong’s 
$18 billion program sees between 
research and the country’s priori-
ties is amply clear. 

Why Business Leaders Must Partner with Academic Leaders
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Moreover, in Bangladesh’s higher 
education system, foreign books 
and teaching materials are widely 
used that refl ect borrowed knowl-
edge, generated in distant lands 
and under circumstances that often 
have little or no bearing with Ban-
gladesh’s particular circumstances. 
Unless the quality and quantity of 
research conducted in the higher 
education institutions (HEIs) in 
Bangladesh increase substantially 
to generate local knowledge, the 
country will be ever-reliant on for-
eign ideas that can have unintended 
consequences such as preparing the 
workforce for foreign organizations 
and encouraging brain drain.

Incentives, Evaluation, 
Opportunities, and 
Competition

A proactive education system is 
built on incentives, evaluations, 
opportunities, and competition to 
guide education systems and poli-
cies. Unfortunately the evaluation 
system at the institutional and 
individual levels, including the 
traditional and archaic examina-
tion system, remains a far cry from 
international standards: hence the 
importance of benchmarking. 

Educational standards and test-
ing, and how students ought to be 
valued, require linking the educa-
tion system to the needs of the labor 
market in ways that can promote 
training to better enable students 
to compete for employment. Such 
opportunities can act as incentives 
to attend and continue school, and 
imbue the benefi ts of education.

Supply Chain 

The disjointed manner in which 
education parcels are delivered is 

also of consternation. From a typi-
cal supply chain perspective, one 
level of education (primary level) 
does not dovetail into another 
(secondary level) smoothly or 
meaningfully, nor is it easy to 
change course once a student has 
launched herself into a particular 
track (madrassah), making it diffi -
cult to choose a track in which she 
would really like to specialize after 
realizing her true potential.

Conclusion

If nothing else, it is in the inter-
est of the business leaders to 
play a more proactive role in 
the nation’s education system. 
After all, they must live with 
the products of academia. It is 
time, therefore, for business lead-
ers to help build high quality 
and state-of-the-art educational 
institutions. The idea of build-
ing fruitful public-private part-
nerships is, thus, no longer an 
abstraction. The private sector, 
by engaging more directly with 
the education system, can help 
devise incentive systems that pro-
vide both positive and negative 
reinforcements. They can also 
strengthen educational statistics 
by introducing key metrics that 
would drive performance, as well 
as support innovative teacher 
training programs, strengthen 
quality standards, and offer part-
time employment opportunities. 
Attention to management, train-
ing, curricular improvements, 
and performance evaluation sys-
tems are key elements that they 
can help devise to pull the educa-
tion system out of the doldrums.

Business leaders can also “adopt” 
schools and manage them as a 
part of corporate social responsi-

bility (CSR) by engaging their per-
sonnel to impart quality training 
and/or supervision on a part-time 
basis and on a pro-bono basis.  
Corporate entities could actually 
be assigned to different schools/
colleges and made to compete 
against each other on specifi c per-
formance criteria to help establish 
the educational experience that 
students need on their way to 
becoming responsible and capable 
employees – and citizens.

Business leaders can also work 
with teacher certifi cation systems, 
offering signifi cant social and 
fi nancial incentives to continu-
ously recognize the best teachers 
across the nation. The different 
Chambers of Commerce can come 
forward in various ways to re-
think the priorities in the educa-
tion system. 

By engaging with the education 
system, and forging industry-acad-
emy partnerships, business leaders 
can help transform the educa-
tional landscape to their advan-
tage, facilitate the development 
of quality education to produce 
quality human resources, hire the 
products of the knowledge indus-
try, and play a bigger role in the 
nation’s economy and polity. Let 
the conversation begin between 
business and academic leaders!

Note: The education panel at Harvard, chaired 
and coordinated by the author, consisted of Dr. 
Manzoor Ahmed, Dr. Mawdudur Rahman, Dr. 
Shelley Feldman, Ms. Rasheda Chowdhury, 
Dr. Hossain Zillur Rahman and Dr. Abdul 
Mannan. 

Dr. Syed Saad Andaleeb is Distinguished Pro-
fessor of Marketing at the Sam & Irene Black 
School of Business, Penn State Erie; Editor, 
Journal of Bangladesh Studies; and President, 
Bangladesh Development Initiative (www.
bdiusa.org).

Why Business Leaders Must Partner with Academic Leaders
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AmCham in Action
A. Gafur
Executive Director, American Chamber of Commerce in Bangladesh

We are pleased to present you the 
AmCham Quarterly Journal October 
2010 issue. Once again I take the 
opportunity to express our deep 
gratitude and profound thanks to 
AmCham Members, Advertisers and 

the Readers for their extra-ordinary 
support to our popular AmCham 
Journal. The following are some 
of the key activities carried out by 
AmCham during the last quarter.  

July 07, 2010: Lunch 
Meeting with Dr. Ahmed 
Badruzzaman

AmCham Board hosted a lunch in 
honor of Dr. Ahmed Badruzzaman, 
an internationally recognized 

expert on nuclear technology uti-
lized to probe the subsurface. At 
Chevron’s Energy Technology Co., 
he leads the research and develop-
ment (R&D) on this technology for 
the corporation’s worldwide E&P 
operation. Dr. Badruzzaman, a part-
time teacher in the Department of 
Nuclear Engineering, University of 

California at Berkeley shared his 
thoughts and experiences on pos-
sible immediate, short-term, mid-
term and long-term solutions and 

options for Bangladesh’s energy 
challenges. He answered many 
questions from the distinguished 
participants at the meeting.      

July 11, 2010: Meeting with 
World Bank Executives

Ms. Thyra A. Riley, Sector Coor-
dinator, Strategy, Portfolio 
and Governance, Mr. Clay G. 
Wescott, Director, Asia Pacific 
Governance Institute, Dr. Abul 

Hossain, Research Fellow, PPRC 
& Consultant, the World Bank 
visited AmCham Bangladesh 
office and discussed various 
issues covering Public Private 
Partnership (PPP) and related 
legal reforms, Regulatory 
reforms and processes etc. with 
AmCham Bangladesh President 
and Executive Director.

Aug 02, 2010: Growing Role 
of the Entrepreneurs in 
Building a Nation

We invited Mr. Thom Ruhe, Director 
of Entrepreneurship, Ewing Marion 
Kauffman Foundation as a Guest 
of Honor, who spoke on “Growing 
Role of the Entrepreneurs in 
Building a Nation”. During his 
lucid presentation on the subject 
Mr. Ruhe explained many critical 
issues, such as Expeditionary 
Economics and Nation Building, 
Economic Failure and Conflict, 
Problems of Growth Theory and 
its Manifestations in Foreign 
AID, Entrepreneurs-Key to 
Growing Economies, Promoting 
Entrepreneurship in Downturns, 
The Power of Entrepreneurship 
and the Problems of Growth. He 
answered a number of questions 
from the floor. Mr. Ruhe said 
that Entrepreneurship should 
be the key to achieving higher 
economic growth for countries like 
Bangladesh. He suggested adequate 
physical infrastructure, sound 
fiscal and economic policy and 
effective regulatory environment, 
easy access to capital and effective 
management of natural resources 
be made available to the aspirant 
entrepreneurs. He urged the 
business community to come 

Mr. Thom Ruhe (M) seen speaking at AmCham Lunch Meeting

Dr. Ahmed Badruzzaman (M) seen at AmCham Event
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forward and forge partnership 
with the government to help the 
emergence of the entrepreneurs 
who are badly needed to build a 
nation.

September 18-29, 2010: 
AmCham President’s visit to 
USA

Mr. Aftab ul Islam, President of the 
American Chamber of Commerce 
in Bangladesh was invited to 
join the Business Delegation of 
the Honorable Prime Minister 
Sheikh Hasina, to accompany 
her to attend the 65th Session 
of UNGA in New York from 18-
29 September 2010. Mr. Islam 
attended and actively participated 
in this high level program of the 
Hon’ble Prime Minister of the 
Govt. of the People’s Republic of 
Bangladesh.      

September 30, 2010: Annual 
General Meeting

The 14th Annual General Meeting 
of the American Chamber of 
Commerce in Bangladesh was held 
on September 30, 2010 at 4:30 
pm at the Dhaka Sheraton Hotel. 
The meeting was presided over 

AmCham in Action

by AmCham President Mr. Aftab 
ul Islam. The President termed 
2009 as a successful year despite 
various challenges. The President 
appreciated the dedication and 
contribution of the Members of 
the Executive Committee. The 
President thanked the Members 
for their excellent support during 
the period. The major activities 
of the Chamber during the year 
included the annual US Trade 
Show, seminar, discussions on 
important issues, networking with 
other Chambers, representations in 
various forums etc. The President 
thanked the US Ambassador 
Moriarty and other Embassy 
officers for their remarkable 
support for AmCham. He also 
appreciated AmCham Officers 
for their dedicated services, and 
particularly he thanked Mr. A. 
Gafur for his appreciable role and 
contribution for AmCham as its 
Executive Director.  

The President said that the world was 
changing fast and so the business 
environment and its strategy, 
mostly because of changing global 
financial structures and its impacts 
on every nations. The rapid 
change in business atmosphere, 

shift in attitude and widening 
complexities require broader and 
wider involvement of the members 
of the business community. 
He reaffirmed AmCham’s 
commitment to play a positive role 
in providing support to Bangladesh 
in her continuing drive towards 
economic development progress.  
He emphasized that AmCham 
would continue to remain a non-
political and independent business 
organization and a very strong 
voice for improving business 
conditions and empowering the 
relevant institutions for promoting 
business.

He said AmCham had become 
a prestigious, vibrant, and 
influential trade body in the 
country. AmCham Bangladesh 
is on the move to improve its 
position through its continuing 
bold role on critical issues, 
promoting and stimulating 
dialogues among the stake 
holders and also in the Asia-
Pacific region by its regular 
contact and participation at 
the events of the Asia-Pacific 
Council of American Chambers 
of Commerce (APCAC) and the 
U.S. Chamber of Commerce.
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The deep power crisis that 
Bangladesh is currently living 
through is affecting more people 
than the 40 percent population 
who currently have got an access 
to electric power supply. The 
reasons are simple. For indus-
tries, power failure increases 
production costs and involves 
operational uncertainty. Losses 
originate from the spoilage of 
goods-in-process and the damage 
to the machinery. Often, cuts in 
power supply cause production 
losses lasting beyond the dura-
tion of the outage. E-commerce 
and ICT cannot operate with-

out the reliable supply of elec-
tricity. And, mechanization of 
businesses is rendered ineffec-
tive, thus affecting productiv-
ity. SMEs rely on the electricity 
for a variety of needs—lighting, 
refrigeration, grain mills, water 
pumping, food preservation, 
etc. More generally, the eco-
nomic growth that creates jobs 
and enhances people’s income 
requires electricity. Less and 
unreliable electricity result in 
less and unreliable jobs. This is 
now a well-established fact.

Costly Electricity May Still Be Cheap
Zahid Hussain
Senior Economist, The World Bank, Dhaka

Now, the million-dollar question 
is: What do we do to energize the 
economy? The government has 
opted for quick rental stations 
that are capable of producing 
electricity within 6-12 months by 
using liquid fuels. It is a short-term 
response until longer term reme-
dies are built against the problem. 
The desirability of this option has 
been questioned. The wholesale 
purchase price reportedly range 
between Tk 8 to Tk 14 per kWh, 
compared to the slightly over Tk 3 
per kWh cost of producing power 
from the conventional plants that 
take 4-5 years to build. 

We must keep in mind that there 
is hardly any alternative to rental 
power if we seriously want to 
begin to alleviate the power defi-
cit in the immediate future. The 
question essentially boils down 
to the opportunity cost per kWh 
of electricity not supplied. If this 
exceeds the purchase price of the 
rental power, the latter is still 
worth it, even though it is more 
expensive than the medium to 
long term option of producing 
power by using the conventional 
plants.

How much does this opportu-
nity cost? Unfortunately, there 
are no studies available that have 
invested into this question in Ban-
gladesh. To get some sense of the 
magnitudes involved, our only 
option is to look at the interna-
tional experience. The problem 
here is that most of these studies 
pertain to either industrialized 
countries or countries that are 
approaching high level of indus-
trialization. Often, lack of relevant 
data makes such studies impos-
sible in the poor countries where 
the incidence of electricity out-
ages is most acute. 

Fortunately, there is one study 
by Roop Jyoti, Aygul Ozbaffi, and 
Glen Jenkins in 2006, which was 
made possible due to the availabil-
ity of a rich source of industrial 
information on power outages 
that affected the production at a 
spinning mill, a steel re-rolling 
mill, and an oxygen factory in 
Nepal. This data which covers a 
period of 5 years in the 1990s is 
accompanied by sets of detailed 
cost and operating data for each of 
these enterprises for the same five 
years. The authors were able to 
measure the direct impact of the 
electricity outage on the level of 
profits of the enterprises through 
the effects such outages have on 
the contribution to profits that is 
foregone by the loss in production 
and increased costs.

This study finds that the loss per 
kWh not supplied ranges from 
$0.11/kWh to $0.33 kWh with 
an average of $0.23/kWh for Jyoti 
Spinning Mills; from US$ 0.13 to 
US$ 0.32, with an average of US$ 
0.24/kWh for Oxygen; and from 
US$ 0.47 to 1.28/kWh with a 
average cost of US$ 0.98/kWh for 
Himal Iron and Steel. The authors 
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also calculated the opportunity 
cost of power failures (unplanned 
outages) and load-shedding 
(planned outages) and found that 
for these three enterprises the 
values are very similar. 

The upshot is no matter how we 
look at it, the opportunity costs are 
high. The lowest number on oppor-
tunity costs we fi nd above is $0.11, 
which is equivalent to Bangladesh 
taka (BDT) 7.6 per kWh, and the 
highest number is $1.28 which is 
equivalent to BDT 88.3 per kWh. 

How relevant are these facts and 
fi gures to the present scenario in 
Bangladesh? 

One way to weigh it is to fi gure 
out whether, in the current state 
of the Bangladesh economy vis-à-
vis Nepal, the opportunity costs 
of not meeting the electricity 
shortage are likely to be higher 
or lower than the ones reported 
above for Nepal. Bangladesh’s per 
capita income is higher than that 

Costly Electricity May Still Be Cheap

of Nepal. The size of the economy 
here is nearly seven times bigger 
than that in Nepal. The share 
of industry in GDP is 1.7 times 
higher and the share of agriculture 
is nearly half lower while agricul-
ture in Bangladesh is more mecha-
nized and the service sector more 
energy-intensive. All these factors 
suggest that the opportunity cost 
of not having electricity is likely 
to be higher in Bangladesh com-
pared to that in Nepal. 

There are some ball park estimates. 
Professor Ijaz Hossain of the Ban-
gladesh University of Engineering 
and Technology (BUET) has made 
a simple back of the envelope 
calculation by dividing the total 
energy shortage by the energy 
intensity per dollar of GDP. This 
yields a GDP loss of $13.3 billion 
in FY10, which translates into Tk 
70 loss per kWh of electricity not 
produced. A study presented by 
the Bangladesh Institute of Devel-
opment Studies (BIDS) reports 
that the elasticity of GDP with 

respect to electricity is 0.55. If we 
assume that the shortage is about 
25 percent of the demand on aver-
age, this also gives a GDP loss of 
around $13 to 14 billion annually 
and a loss of Tk71.6 per kWh not 
produced. These may appear to be 
on the high side considering the 
Tk 32 loss per unit of electricity 
shortage estimate that some trade 
bodies recently came up with. Still, 
compared to the cost of obtain-
ing power from quick rentals, the 
opportunity cost of not having 
any power is very high. 

Bottom line: Whether a com-
modity or service is costly or 
cheap depends on the alternatives 
available to the people or the gov-
ernment. Rental power is costly 
relative to what can be made avail-
able in the medium to long term 
from large power plants; but, it is 
cheap relative to what the econ-
omy loses by not having power 
now and in the immediate future.

Note: Views expressed in the article are of the 
author, not of the Bank.
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South Asia’s Unheralded Stories 
Robert O. Blake, Jr.
Assistant Secretary, Bureau of South and Central Asia Affairs U.S. Department of State

(Blake presented this article at San Diego World Affairs Council on September 30, 2010)

I am delighted to be here at the San 
Diego World Affairs Council today 
to discuss with you U.S. policy in 
South Asia and to highlight some 
of the lesser-known success stories 
coming out of South Asia.  

You know, I often say that a day 
spent outside of the Washington 
beltway, is a day well spent.  Well, 
ladies and gentleman, a day spent 
outside of Washington AND spent 
in San Diego – now that is a day 
REALLY well spent.  I love visit-
ing this city!  Thank you again for 
giving me this opportunity. 

Most newspapers and foreign 
policy analysts not surprisingly 
focus on India, Pakistan and 
Afghanistan.  That’s appropriate.  
These three countries are among 
the highest strategic priorities of 
the Obama Administration as well.  
But there’s so much going on in 
the other five countries of South 
Asia, and those “unheralded sto-
ries” will be the main focus of my 
remarks today. 

India

But let me first say a few words 
about India.   

In just a decade there has been 
a transformation in the way the 
United States views India.  Presi-
dent Obama has called India our 
“indispensable” partner for the 
21st century.  India’s strategic 
importance to the United States 
reflects several factors:  

• First the center of gravity of US 
foreign policy has shifted from 
Europe to Asia.  

• Second, within Asia no other 
country has the thriving 
democracy, economic promise, 
the sheer human capital and 
the growing record of coop-
eration with the United States 
that India has.  

• Soon, India will be the world’s 
most populous country and 
is projected to become the 
world’s third largest economy 
in the year 2025.  

• For over a decade, our rela-
tionship with India has been 
moving on a rapidly advancing 
trajectory, based on our con-
verging values and interests.  

• President Obama and Secretary 
Clinton have elevated our rela-
tions with India by establish-
ing a Strategic Dialogue last 
year which convened for the 
first time in June, in Washing-
ton.

I foresee our great nations becoming 
ever closer in the years and decades 
to come.  President Obama intends 
to make a landmark visit to India 
in November to help further grow 
the ties between our two knowl-
edge societies, our economies, and 
our people.  As Under Secretary of 
State William Burns recently noted, 
“Never has there been a moment 
when India and America mattered 
more to one another.  And never 
has there been a moment when 
partnership between India and 
America mattered more to the rest 
of the globe.”

The vitality of U.S./India relations 
is no more evident than here in 
San Diego.  In addition to strong 

commerce and business connec-
tions, and a vibrant Indian Ameri-
can population, U.S./India defense 
cooperation also has local ties to 
the San Diego area.

The close links between our two 
militaries, particularly the Navy-
to-Navy relationship, are a remark-
able feature of the larger Indo-U.S. 
defense relationship.  India holds 
more military exercises with 
the U.S than any other country, 
including the annual MALABAR 
naval exercises. 

This year’s week-long MALABAR 
exercise, which took place in 
April, saw participation by ships, 
submarines and aircraft from the 
U.S. Navy’s Pacific Fleet.   Admiral 
Willard, the head of Pacific Com-
mand, has made engagement 
with India a top priority.  This, 
of course, has direct implica-

tions for Naval Base San Diego, 
the Pacific Fleet’s principal home 
port.

India would be the first to say 
that its own successes should not 
overshadow important recent 
developments in Bangladesh, 
Sri Lanka, Nepal, Maldives and 
Bhutan that could have wide 
and positive ramifications for the 
region.

Bangladesh

I’d like to begin by speaking to 
you about Bangladesh’s recent 
economic growth and social 
advances that have helped mil-
lions of people out of poverty.  
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Second, I will discuss the recent 
end to the devastating civil wars 
in Sri Lanka and Nepal, which cost 
thousands of lives, and the signifi-
cant opportunities that exist now 
for both countries to enter new 
eras of peace, reconciliation and 
prosperity.  Finally, I will address 
the peaceful democratic transi-
tions that have taken place in 
Maldives and Bhutan, which serve 
as regional models of cooperation 
and stability.

Let me begin with Bangladesh, 
a country of increasing regional 
stature and strategic importance 
to the United States.  Though it is 
the size of Wisconsin, Bangladesh 
has a population of approximately 
160 million people – more than 
Russia or Japan.  

Indeed, one in every fifty people 
on the planet is a Bangladeshi.  
Despite its impressive social and 
economic progress, the image of 
Bangladesh for most Americans 
remains frozen as a country facing 
desperate poverty.   

While Bangladesh remains a poor 
country, it has made impressive 
progress since those dark early days 
after its independence in 1971.  

The United Nations last week held 
a Summit in New York to measure 
the progress developing countries 
are making to meet the Millen-
nium Development goals by 2015.  
Bangladesh, and also Nepal, were 
among six countries honored this 
year for outstanding achievement 
in meeting Millennium Develop-
ment targets.  

Bangladesh has reduced child 
mortality by more than two-
thirds, and is on track to meet 
their 2015 target well ahead of 
schedule.  They have also been 
particularly successful at reducing 
the number of chronically food 
insecure people- from 40 to 27 
million- and at reducing gender 
inequality in schools and in the 
labor force.

Many of these successes have been 
achieved in part because of the $5 

billion that the U.S. and the US 
Agency for International Develop-
ment have invested in Bangladesh 
over the past four decades. 

Steady economic growth over the 
last two decades has been another 
important factor in lifting millions 
of Bangladeshis out of poverty.  
Few people know that despite the 
global recession, the Bangladeshi 
economy has continued to main-
tain an economic growth rate 
of 5-6% per year for almost two 
decades. 

Bangladesh is now the world’s 
third-largest exporter of ready-
made garments – I’d be willing to 

bet that the clothes that a number 
of you are wearing today were 
made by some of the millions of 
Bangladeshi garment workers, the 
overwhelming majority of whom 
are women.

Indeed, with a female Prime Min-
ister, opposition leader, Foreign 
Minister and Agriculture Minis-
ter, it should come as no surprise 
that women’s empowerment and 
girl’s education rank high on the 
nation’s list of priorities.  

The country recently dispatched 
to Haiti its first all-female police 
unit of UN peacekeepers, only the 
second country to have such a unit.  
The 160-woman contingent is 
assisting victims of sexual violence 
in earthquake-devastated Haiti, and 
is one small part of the more than 
10,000 Bangladeshi peacekeepers 
who serve in ten UN peacekeeping 
missions worldwide –more than 
any other UN member state. 

Today, Bangladesh is a secular 
democracy, with a vibrant civil 
society, and a history of religious 
and ethnic tolerance.  The national 
elections that brought Prime Min-
ister Sheikh Hasina to power in 
January 2009 were hailed as the 
freest and fairest in the nation’s 
history. Just as encouraging, her 
government has made improved 
relations with its neighbors, par-
ticularly India, a high priority.  

Her government has also taken 
a strong stand against terrorism, 
arresting and capturing key lead-
ers of a number of small extremist 
groups, including the JMB, which 
masterminded a series of coordi-

nated bomb blasts throughout the 
country in 2005.

Bangladesh also can be proud of 
its vibrant civil society, which has 
produced such outstanding global 
citizens as Nobel Peace laureate 
Muhammad Yunus,  whose Gra-
meen Bank was a pioneer of the 
concept of “microcredit”, provid-
ing small loans to tens of mil-
lions of Bangladeshis, especially 
women, who possess little or no 
collateral.  

Another proud son of Bangladesh, 
Sir Fazle Hasan Abed, founded the 
world’s largest non-governmen-
tal organization – BRAC – which 
employs more than 100,000 
people, operates schools, provides 
basic health care and offers micro-
credit to the poor.  

Like Grameen Bank, BRAC has 
expanded its operations far out-
side the boundaries of Bangla-

South Asia’s Unheralded Stories
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desh, most notably in the form of 
a robust aid presence in war-torn 
Afghanistan, operating over 2,000 
schools and providing loans to 
more than 100,000 households.  
More recently, grass-roots organi-
zations like the Bangladesh Youth 
Leadership Council have worked 
to get college students from diverse 
backgrounds to work together to 
improve the lives of the country’s 
desperately poor. 

Bangladesh’s significant diaspora, 
like those from other South Asian 
countries, has also made substan-
tial contributions to the coun-
try’s developments.  Members of 
the Bangladeshi diaspora in the 

United States send home over $1.5 
billion a year.  

Just as significantly, increasing 
numbers of Bangladeshis who 
have lived and studied abroad are 
returning home to invest, share 
knowledge, and build bridges 
between our two countries.   
Moreover, Bangladesh is grap-
pling and cooperating with the 
U.S. on some of the great issues of 
our time, including food security, 
global health, and climate change, 
which will have implications far 
beyond its borders. 

Sri Lanka

Turning to Sri Lanka, the news is 
more mixed, but the future holds 
promise.  In May 2009, the Sri 
Lankan government achieved a 
milestone few thought possible, 
by defeating the Liberation Tigers 
of Tamil Eelam, one of the world’s 
most deadly terrorist organiza-

tions, ending nearly three decades 
of conflict that had cost tens of 
thousands of lives.  

Sri Lanka is a country to which I 
feel a special attachment.  I served 
as Ambassador there for three 
years from 12006 to 2009 and wit-
nessed the resumption and end of 
the conflict.  I have returned to 
Sri Lanka several times since the 
end of the war and observed a 
renewed sense of purpose among 
its people.  

The end of Sri Lanka’s conflict has 
brought impressive dividends.  Sri 
Lanka’s stock market has risen an 
astounding 150 percent in the last 

15 months, the highest perform-
ing stock market in Asia.  

But economic dividends will not 
by themselves heal the wounds of 
war and secure lasting peace and 
prosperity for Sri Lanka.  A range 
of humanitarian, political and 
other steps must be taken to ensure 
the Tamils of Sri Lanka a future of 
hope, opportunity and dignity.  

On the humanitarian front, most 
of the three hundred thousand 
Tamils who had been displaced 
by the fighting in the North have 
been permitted to leave tempo-
rary camps and begin to reestab-
lish their lives.  

The United States has been a 
leader in providing $89 million in 
food and other humanitarian aid 
for the internally displaced and 
additional assistance for demin-
ing so the IDPs can return to their 
villages and homes.   

We also have provided $25 mil-
lion to catalyze new private sector 
partnerships and agricultural 
development to provide liveli-
hood opportunities for the inhab-
itants of the North.     

It will now be important for the 
Government to work with the 
Tamil community to organize local 
and Provincial Council elections 
as soon as possible so that a new, 
freely elected indigenous leadership 
can emerge in the North for the first 
time in almost thirty years.  

Finally, to ensure lasting recon-
ciliation, Sri Lanka must inves-
tigate and ensure justice for the 
war crimes and serious violations 
of international humanitarian 
law that human rights and other 
groups allege occurred in the final 
stages of the conflict.   

The Government has established a 
Lessons Learnt and Reconciliation 
Commission that is now holding 
hearings on these matters.  The 
U.S. has welcomed this commis-
sion, and expressed our hope that 
it will probe violations of interna-
tional humanitarian law, identify 
those responsible and make appro-
priate public recommendations.       

Having defeated one of the most 
murderous terrorist groups in 
the world, President Rajapaksa 
now has an historic opportunity 
to build a tolerant, multi-ethnic 
democracy in Sri Lanka that will 
bring lasting peace and unprec-
edented prosperity.   

Nepal

Let me turn now to Nepal, another 
country that has recently seen 
the end of a long conflict.  Nepal’s 
decade-long conflict between the 
Maoists and the Government caused 
the deaths of more than 13,000 
people and displaced hundreds of 
thousands.  The conflict ended in 
2006 with a Comprehensive Peace 
Agreement between the government 
and the Maoist insurgents. 

Since 2006, progress on peace pro-
cess has proceeded in fits and starts.  

South Asia’s Unheralded Stories
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After several postponements – post-
ponements that foreshadowed the 
delays we have seen at every step of 
the peace process since – elections 
were held in April 2008.  

Those elections resulted in the 
ending of Nepal’s more than two-
century- old monarchy and the 
creation of a Constituent Assembly 
tasked with the drafting of a new 
constitution.  From that promis-
ing beginning, however, relatively 
limited progress has been made.  

The two most difficult issues that 
were agreed in principle – but not 
in detail – under the 2006 Peace 
Agreement are the integration of 
the former Maoist combatants into 
Nepal’s security forces and the devo-
lution of power to the local level.

The inability of the parties to 
resolve these issues translated into 
a failure to meet the May 28, 2010 
deadline to complete the constitu-
tion.  Instead, the Nepal’s political 
Parties agreed to a one-year exten-
sion of the deadline.  

Since June, Nepal’s three main 
Parties have fruitlessly vied to lead 
the next government, although 
we remain hopeful that a new 
government will be formed soon.  

In recent days, we have seen prog-
ress on the peace process, includ-
ing a key agreement between the 
Government and the Maoists to 
move ahead on the long-stalled 
integration and rehabilitation of 
former Maoist combatants.  

We are encouraged by this posi-
tive step and hope the Parties will 
take advantage of this opportunity 
to close the camps housing the 
former Maoist combatants once 
and for all.

Despite the difficulties among the 
parties and the slow pace of imple-
mentation of the peace process, 
there has not been a return to vio-
lence.  The former Maoist combat-
ants are now a political party who 
repeatedly state their commitment 
to the political process.  However 
you cut it, sorting out disputes in 

the political arena rather than on 
the battlefield is progress.    

For all its current political tur-
moil, Nepal has in many ways 
been a remarkable global citizen. 
For example, Nepal has hosted 
over 100,000 Bhutanese refugees 
for almost two decades.  

Following 15 rounds of unsuccess-
ful negotiations between Nepal 
and Bhutan over the repatriation 
of the refugees, the U.S. and seven 
other countries have offered reset-
tlement to interested and quali-
fied refugees.  To date, more than 

35,000 have been resettled, with 
30,000 resettled in the United 
States.  Nepal has also offered safe 
haven to a sizable population of 
Tibetan refugees and facilitated 
the safe passage of new Tibetan 
arrivals to India.

Nepali peacekeepers have long 
helped make the world safer 
through their active involve-
ment in UN peacekeeping mis-
sions, ranking sixth in the world 
in troop contributions despite a 
population of fewer than 30 mil-
lion people.  

Also, despite limited resources 
with which to address a very seri-
ous problem, Nepal’s government 
has devoted significant funds and 
developed meaningful programs 
to combat human trafficking in 
the country.  

Another area in which Nepal has 
excelled is in the remarkable growth 

in the freedom and vitality of its 
press.  Over the past two decades, 
Nepal’s media has blossomed both 
in numbers and vibrancy.  

There are today literally hundreds 
of newspapers and magazines 
published in Nepali, English and 
several local languages as well as 
nearly 200 radio and some two 
dozen television stations.  

As a key member of Nepal’s evolv-
ing civil society the free media 
increasingly helps shape public 
debate and strengthens demo-
cratic institutions.

Despite overwhelming odds and 
continued political instability, 
Nepal has made strong strides on 
the development front, as well.  
In fact, Nepal is one of only a few 
countries that won international 
praise for its progress in meeting 
the Millennium Development 
Goals in health.  

Nepal brought down the number 
of pregnancy related deaths from 
538 per 100,000 in 1996 to 281 
per 100,000 in 2006, and for re-
ducing child mortality from 118 
per 1000 to 61 per 1000.

All of these trends augur well for 
a brighter future in Nepal, par-
ticularly if its leaders can set aside 
their differences, and complete 
the peace process.    

Bhutan

Moving from one Himalayan 
country to another, Bhutan is one 

South Asia’s Unheralded Stories
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of the brighter, if smaller, stars 
in the South Asian constellation.  
Bhutan is perhaps best known 
internationally for its attention to 
“Gross National Happiness” rather 
than its gross national product.  

Bhutan, under the leadership of its 
fourth king, Jigme Singye Wang-
chuck, emphasized balanced, sus-
tainable development, modern 
education, decentralization of 
governance, the development of 
hydroelectricity and high-end 
low-impact tourism that preserves 
Bhutan’s traditional culture. 

Bhutan has recently stated that 
they view the tragic and devastat-
ing floods in Pakistan as indica-
tive of the cost of climate change 
adaption -- particularly worrisome 
for mountainous countries -- and 
as a result will host a “Mountain 
Country Summit” for the east-
ern Himalaya countries of Nepal, 
India, and Bhutan.  We welcome 
this type of leadership by Bhutan. 

In 2006, Bhutan’s fourth king 
abdicated in favor of his son, who 
then significantly increased the 
pace of democratization.  Bhutan’s 
first open parliamentary elections 
were held in 2007 and 2008 and 
a new constitution was ratified in 
July 2008.  

The new constitution, at the 
former King’s urging, included 
a provision giving the National 
Assembly power to impeach the 
king and completed Bhutan’s 
peaceful and successful transi-
tion to a constitutional monar-
chy.  
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Bhutan showcased the economic 
and political progress it has made 
by hosting for the first time this 
year’s the summit of the South 
Asian Association for Regional 
Cooperation.  

Maldives

Another small but important 
South Asian democratic success 
story has been the island nation of 
Maldives, in the Indian Ocean.  In 
just one generation, Maldives went 
from having South Asia’s lowest to 
its highest per-capita income, on 

the strength of its tourism boom.  
But democratic progress lagged 
through much of that boom.  

To his credit, President Maumoon 
Abdul Gayoom, who had been in 
power for thirty years, announced 
plans in 2004 to draft a new con-
stitution and hold the nation’s 
first democratic elections in 2008.  
In those elections, former politi-
cal prisoner Mohamed Nasheed 
defeated Gayoom, leading to the 
first peaceful and constitutional 

transition of power in Maldives 
history.  

As with many young democra-
cies, the transition to a func-
tioning system of checks and 
since the opposition won con-
trol of the Maldivian Parliament.  
Moving forward, it will be impor-
tant for President Nasheed and 
the opposition-controlled legisla-
ture to work together to address 
the issues that face their fledgling 
democracy. 

Like Nepal, Maldives has become 
a responsible global citizen that 
punches far above its weight. 
President Nasheed has become 
one of the world’s leading climate 
change advocates.  His country is 
a moderate Muslim country that 
has established diplomatic rela-
tions with Israel and recognized 
Kosovo.  And it is working with 
the International Monetary Fund 
and World Bank to stabilize its 
economy and move forward with 
privatization.  

The recent histories of Bangladesh, 
Sri Lanka, Nepal, Bhutan and Mal-
dives show that they are joining 
India in consolidating democracy 
and contributing to the peace and 

security of the larger world.  They 
may seem small, but they under-
stand the need to think big.  Each 
in their own way is contributing 
to the growth of South Asia and 
the growing importance that the 
United States attaches to coopera-
tion with South Asia.

Thank you.
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The credit-rating agencies have 
completely failed to make predic-
tions about the recent financial 
crisis in the USA and other west-
ern countries. A few months back, 
one or two credit agencies from 
the western world declared Ban-
gladesh as an investment grade 
country. It seems that the ratings 
came at a time when things were 
going well for the country, despite 
the economic and financial crisis 
in the western world. Some people 
in the official circle (BB governor 
in particular) expressed their jubi-
lation in attaining the status like 
it is winning a cricket match). It 
is expected that such a favorable 
rating will attract investors in the 
country as they can be assured of 
the returns on and of their capi-
tal. Now the question is: Does BD 
need such foreign funds and, if so, 
of what type and for what proj-
ects? It is known that BD has not 
suffered fund crisis during the last 
decade or so. What has been the 
hardest problem is lack of political 
stability and capacity to use avail-
able funds for the major national 
development projects, mostly in 
the infrastructure sector, such as 
power, roads and water develop-
ment, port modernization, rail-
way and airlines, etc. Even the 
government departments cannot 
spend budgeted sums under the 
ADP projects. 

The private sector has increased its 
capability over the last two decades. 
But due to the lack of policy sup-
port from the government, they 
also do not undertake large infra-
structure projects, such as build-
ing power plants and flyovers and 
express ways. Over the last two 
decades, the capital markets in BD 
have grown significantly. Market 
capitalization of companies has 
exceeded 30% of GDP; and it has 

promised to grow farther if good 
companies in the private and 
public sectors get listed in stock 
markets. Credit-rating agencies, 
of course, deal with debts and it 
is not known if BD government is 
negotiating for loans from some 
banks from the western countries, 
or some private sector companies 
are trying to raise money from the 
international market that can use 
the rating given by the agencies. 
As has been noted below, there is 
a glut of cash in the western coun-
tries and the interest rates are very 
low; it may be within 2-4% range 
as opposed to 12-15% in the local 
markets, from banks or deben-
tures issued in DSE. Lenders from 
abroad will, of course, charge 4-
5% premium for FX risk coverage 
although the Taka is not likely to 
fall in value given the potential 
inflows from exports of goods and 
manpower.    

It should be mentioned here that 
at this point of time the western 
countries have piled up tons of 
cash/liquidity as they are not find-
ing worthwhile projects in their 
own countries. For example, it was 
reported (New York Times) that 
private equity funds are sitting 

with $500 billion and are ready to 
buy the existing assets or compa-
nies, and the US non-financial cor-
porations are holding $1.8 trillion 
in cash and waiting on the fence 
when demand for their products 
rises (Newsweek). At the moment, 
spare capacities are abundant in 
most of the industries in the USA. 
That is why, the emerging market 
economies are likely the targets 
of western fund managers and 
they seem to be moving out to 
China (largest IPO of China Agri 
Bank) and India. If such portfolio 
investments move to BD in gas 
and power sectors, it is to be wel-
comed. Such equity capital from 
abroad can provide a basis for the 
local companies to upgrade their 
management systems and also 
attract more equity capital from 
the local investors who seem to be 
too hungry for investment outlets. 
This is more the case with remit-

tances being pumped into the 
country by its growing number 
of workers abroad. The flow of 
fund from this sector has already 
exceeded 10% of the GDP. 

This paper is, of course, aimed at 
the risks involved in debt financed 
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economic growth in BD, given 
the terrible experience faced by 
the nations of the western world 
after the fi nancial meltdown in 
2008 and the period that followed 
it. Southeast Asian countries suf-
fered badly in 1997-98 from the 
sudden outfl ow of capital from 
these countries that left millions 
of poor without job and income. 
Some of the nations in Europe be-
came bankrupt, so to say, for their 
excessive borrowing from the lo-
cal and foreign sources. Iceland, 
Ireland and, recently, Greece are 
mentioned in this regard. Even 
the USA has piled up $14+ trillion 
of foreign debts to fi nance its bulg-
ing budget defi cits. As a result of 
such heavy debt burdens, many of 
these countries have experienced 
the declining standard of living 
now and in the coming years. In 

the US, unemployment rate has 
been above 10% for the last two 
years despite huge government 
stimulus spending to prop up the 
economy by the Obama admin-
istration. The normal rate of un-
employment is accepted at 4-5% 
in the USA and other developed 
countries. This has been the result 
of what is called as the sub-prime 
lending boom by banks to the 
housing sector where house prices 
were rising like a bubble. People 
were encouraged to buy and own 
houses with paying little or no eq-
uity as down payment. When the 
bubble busted, borrowers started 
to default, and banks foreclosed 

on loans in millions. Banks took 
over properties of much lower 
value, and, now are waiting for 
the new buyers to come. In 2010, 
about a million loans will be fore-
closed. Equity capital in banks, 
not more than 5-7% in most cases, 
were wiped out as a result of fall-
ing value of investment in proper-
ties. The stock market also tanked 
down. The DJA fell to 6500 from 
its height of 14000 in 2008. Many 
banks including some considered 
as “too big to fail” collapsed. Dur-
ing the fi rst six months of 2010, 
over 90 banks failed in the USA. 
In this situation, many people are 
raising doubts as to whether the 
depression may be over till the 
end 2012. The recently-held meet-
ing of the heads of governments 
of G-20 countries at Toronto, Can-
ada, the members present agreed 

to slash budget defi cits alongside 
economic growth to get out of the 
debt crisis for restoring confi dence 
in the market. That is proving to 
be a diffi cult task for most of these 
nations.   

In this section, we present some 
data and analysis contained in a 
recent survey report on mounting 
debts in some of the major econo-
mies by The Economist, June 26th, 
2010, under the heading: repent 
at leisure. It is said “borrow-
ing has been the answer to all 
economic troubles in the past 
25 years. Now debt itself has 
become the problem”.   

The Economist reported from a 
survey by the McKinsey Global 
Institute on how “debt increased 
at every level, from consumers 
to companies to banks to whole 
countries. Average total debt (pri-
vate and public combined) in ten 
mature economies rose from 200% 
of GDP in 1995 to 300% in 2008, 
ranging as high as 450% in Japan 
to 250% in Canada.   

The Economist traced the back-
ground of the rising debts on the 
expected growth impact from 
which such debt burdens were 
to be repaid. “But in parts of the 
rich world that may now be mis-
placed. With ageing population 
and shrinking work force their 
economies may grow more slowly 
than they have done in the past. 
They may have borrowed from 
the future using debt to enjoy a 
higher standard of living that is 
unsustainable. Greece provides a 
stark example. Standard and Poor, 
rating agency, estimates that its 
GDP will not regain its 2008 level 
until 2017”. Very recently, the sta-
bility of the EU has been uncertain 
given the fi nancial crisis present 
in Ireland, Portugal, and Spain. All 
these countries are faced with the 
problem of huge budget defi cits as 
most of these have been fi nanced 
out of external debts. These and 
many other countries have been 
enjoying higher standard of living 
by borrowing from other coun-
tries. 

“Governments (with huge debts) 
now face a tricky period to deal 
with debt overhang. They have 
to decide how quickly to cut their 
defi cits and try to distribute the 
pain of doing so as equitably as 
possible.” - the magazine noted. 
The paper also mentioned about 
the moral preaching against bor-
rowing with interest found in all 
religions, including Islam which 
forbids interest of all sorts. 

One important question to raise 
here is why this fatal attraction to 
borrowing was encouraged by gov-
ernments, especially in the mature 
economies, when there were 

Debt and Economic Development: Not a Viable Strategy!



19AmCham

enough sources of revenue to be 
collected from taxes. Modern eco-
nomics has propounded the theory 
of progressive taxes to benefi t all 
sections of the society. It is the crux 
of the problem. The governments 
in the USA did not want to collect 
taxes from the richer people and also 
profi t-making corporations under 
one pretext or another. Borrowing 
is preferred by the policy makers 
in the governments and corpora-
tions as it gives them the power of 
leverage and magnify their returns 
on equity that is supplied by the 
wealthier sections. 

The newly-elected government in 
the UK announced a tough budget 
to cut down many programs and 
raise taxes for reducing budget 
defi cits within a short term. It was 
reported in the Newsweek that the 
government’s popularity inched 
up instead of declining despite the 
harsh budget. This indicates that 
the people in general like fi scal dis-
cipline and reign in public expen-
diture to increase as it cannot go 
on for long without higher taxes.    

The situation in BD and other 
developing countries is different 
as they can attain higher growth 
rates with so much of young and 
unemployed people. However, 
the problem lies with ineffi ciency 
and corruption which are associ-
ated with public expenditure. As 
a result, expected higher growth 
is not materialized, and the na-
tion is burdened with debts which 
the future generation will have re-
pay, thus creating a vicious cycle 
of poverty for the poorer sections 
of the population. As it is known, 
income inequality has increased 
in BD during the last two de-
cades due to inappropriate fi scal 
policies, for collection more taxes 
from the poor as VAT, and the act 
of allowing the well off people to 
avoid paying taxes and even not 
putting their capital to produc-
tive uses within the economy. 
Given the rising FX reserves, there 
is hardly any justifi cation for ob-
taining loans from foreign sources 
be they are from IMF, the World 
Bank, and bilateral from various 
countries. There are reports that 

40% of such aids do not reach the 
people targeted in such projects. 
Financing the economic growth 
by our own resources will create 
a system of accountability and 
transparency that is often missed 
in the externally-aided develop-
ment programs and projects.  

Conclusion

The conclusion is: growth should 
be attained through the sustain-
able sources of fi nancing from 
within the country in the public 
and private sectors. Let the capi-
tal market expand and encourage 
the corporate sector to invest and 
assume the risk for the returns 
they expect. Let us not burden the 
common people with the burden 
of unnecessary debts in the name 
of doing well for them as it hardly 
happens with debt-fi nanced 
growth. Let us redirect taxation 
policies to increase collection from 
the better off section of the people 
through direct taxes. That will be 
a win- win situation for all in the 
long run as it will be sustainable 
for the people at large.

Debt and Economic Development: Not a Viable Strategy!
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Background

Bangladesh is now the world’s 
third largest exporter of ready-
made garments, remaining only 
behind China and Turkey. This 
privately-owned sector has cre-
ated jobs for millions of people, 
especially for the women. Today 
they are much more empowered 
than it was before, and now even 
more than those in many other 
Asian countries. The US Assis-
tant Secretary, Robert O. Blake, 
Jr., recently said: “I’d be willing to 
bet that the clothes that a number of 
you are wearing today were made by 
some of the millions of Bangladeshi 

garment workers, the overwhelm-
ing majority of whom are women.” 
(Blake 2010).

Goldman Sachs recognizes Ban-
gladesh as one of the N11 (next 
eleven) countries; and, JP Morgan 
thinks that Bangladesh is one of 
the Frontier Five markets. Really, 
it is a country of millions of 
young, trainable, and hardwork-
ing people. In this country, one 
will find rapid growth of industri-
alization, which is supported by 
IT facilities. And, this is a country 
with the potential for huge invest-
ment and remarkable growth. 
Despite the significant success 
achieved by the garment sector, 

there is still no solid roadmap for 
branding it within the country 
and beyond.

Moving Bangladesh

Although Bangladesh has been 
making solid strides in different 
development areas, it has still 
not been able to brand itself as an 
emerging market, both within and 
outside the country. Despite the 
negative images of Bangladesh, 
which are either so-called or true, 
this young nation has been able 
to demonstrate many substantial 
achievement of having a base of 
meager resources.

Bangladesh has always held a 
great promise. There are only a 
few countries in the world who 
have got their freedom through 
taking part in a war. But, Ban-
gladesh is one of those few great 
nations that achieved its sover-
eignty by making an unforgetta-
ble sacrifice in the war. The people 
of Bangladesh fought during the 
War of Liberation in 1971 against 
Pakistan. It was one of the most 
horrifying wars in the history of 
humankind.

Since its independence in 1971, 
despite having achievements in 
different fields, the country has 
been marked by many negative 

images, either imaginary or genu-
ine, by a group of ill-motivated 
people, living both at home and 
abroad. They have ignored the 
commitment and performance of 
the resilient Bangladeshis. In addi-
tion, it has also been noticed that 
a group of international commu-
nity compares Bangladesh with 
the extremely backward countries 
that are characterized by drugs, 
mafia, terrorists, and famine, while 
completely ignoring the reality 
that exists here. At the end of the 
day, the common people of Ban-
gladesh are the discernible victims 
of an all-pervading corruption 
and self-destructive and “nega-
tive” politics unleashed by the 
vested interest groups. The people 
of Bangladesh are still struggling 
to make tangible progress in dif-
ferent socio-economic arenas. 

Currently, Bangladesh is a country 
of around 155 million population. 
This phenomenon can also be 
described thus – that it is a coun-
try of 155 million consumers. The 
country has got a potential of pro-
ducing enormous trainable labor 
force for the global market.

Bangladesh is primarily a coun-
try of young generation. Here, 
the average age is around 21 years 
(BDHS 2007). Out of the current 
155 million population, 77% of 
them have been born after 1971 
– the year of great War of Libera-
tion. This group of population 
can be termed as “Made in Ban-
gladesh generation” who possess 
with attitudes and perceptions 
which are totally different from 
that of those born before the war. 
Today, new faces of Bangladeshis 
are coming up. They are neither 
the beggars, nor the bureaucrats, 
they are another group compris-
ing a large number of men and 
women who have got an alto-
gether different mindset. Their 
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attitudes can best be described as 
“digital”. The young generation is 
trainable and hardworking with 
high IT aptitude. The majority 
of them can speak English and 
have computer/internet literacy. 
Within a short span of time, the 
new generation will take the lead 
of the country!

Although Bangladesh is branded as 
a country of poor people and beg-
gars, political instability, natural 
calamities, trade unionism, corrup-
tion and uncontrolled population 
boom, its Gross National Product 
(GNP) consistently maintains a 
growth rate of around 6%, which 
is well above the average GNP 
growth of the developing countries. 
Despite global economic recession 
(2007-09), a good domestic crop 
harvest together with moderate 
export growth and sustained high 
level of remittance flow helped the 
economy attain a near-six percent 
growth rate during the year. Inter-
estingly, Bangladesh could main-
tain single digit inflationary trend 
for a couple of years. The falling 
trend in inflation during FY09 
was mainly due to the decline in 
the prices of commodities in the 
international market. This is true, 
particularly, about foods and fuel, 
bumper domestic food produc-
tion and its supply, restoration of 
business confidence, and stability 
in political situation. Remarkably, 
during the last decade, the country 
made an outstanding improvement 
in its effort for poverty alleviation. 
Poverty was reduced by more than 
one percentage point per year - 
from 59% to 40% - between 1991 
and 2005. Recently, the World 
Bank (WB) viewed that the rate of 
poverty reduction in Bangladesh is 
better than that in the neighboring 
countries like India and Pakistan. 
Dr. Atiur Rahman, a noted econo-
mist of the country and Governor 

of Bangladesh Bank, commented: 
“due to various long-term pov-
erty reduction programs taken by 
both the government and NGOs 
during the last 10 to 15 years, pov-
erty level has reduced remarkably. 
If we sustain the current rate, the 
country would achieve the Millen-
nium Development Goal on half 

the poverty level by 2015 success-
fully.” 

If the country is given a good 
image everywhere, other coun-
tries and foreigners will have a 
positive attitude towards it. They 
will become interested to know 
about Bangladesh first, and then 
will plan to visit it, and, finally, 
spend their hard earning here. 
This is very important for instill-
ing confidence in Bangladesh 
among them – be they investors, 
development partners, or tourists. 
Their investment will contribute 

directly to our GDP. At the end of 
the day, good branding campaign 
will help attracting FDI and will 
have direct impact upon the GDP. 

RMG & Knitwear Exports 
–The Trend

Bangladesh is now the world’s third 
largest exporter of ready-made 

garments. The country exported 
$12.3 billion worth of garments in 
the last year, thus making it third 
in the world while remaining only 
behind China and Turkey. Samples 
of the clothes that are available 
in almost all the leading retailer 
chains worldwide are made by the 
millions of Bangladeshi garment 
workers, the overwhelming major-
ity of whom are women. Around 
3.5 million workers, mostly 
women, are engaged in making 
world-class readymade garments, 
thus representing Bangladesh as 
the ambassador of its products.

Be it GAP, Sears, Wal-Mart, JC 
Penny, or Zellers, or any other 
malls, one will not miss to see 
there at least one product from 
Bangladesh. Today, Bangladesh 
is supplying products to all the 
leading companies like H&M, 
Zara, etc. It is, in most of the 
cases, the readymade garment. 
These are of high quality; and 
these will eventually appear as 
silent ambassadors of our coun-
try. It has been observed that here 
there is the presence of a resil-
ient high-growth economy that 
is led by strong exports. Despite 
global economic recession (2007-
09) and internal political unrest 
(2006-07), Bangladesh continued 

its exports to global markets and, 
thus, sustained economic growth 
and leadership. Therefore, the 
government and the people must 
protect the economy drivers from 
all internal politics, by, e.g. con-
trolling garments labor unrest, 
implementing export friendly 
policy, giving highest attention, 
to all economic ventures, etc.

RMG Sector – the Infantry of Economic Frontier Needs Branding
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Need for Branding RMG Sector

Despite the presence of glorious 
images of Bangladeshi garments 
worldwide, making solid strides 
everywhere, but hardly thought 
about developing a solid road-
map on branding the sector. 
The success story needs to be 
branded. 

In his article on “Branding Is 
a Lot Like . . . Translation”, Q 
Malandrino, CEO and Chair-
man, BrandLink Corp, asks: 
“Are we communicating clearly 
the value of what we (can) deliver? 
Or do we concentrate too much on 
what we do and how we do it, 
thus downplaying the why, the 
ultimate benefit – which is the 
value of enabling organizations 
to reach and service new regions of 
the world? 

These are the million-dollar ques-
tions for all of us – Bangladeshis, 
at home and abroad. Is there 
any branding plan for our RMG 
(ready made garments) sector, 
internally or externally? Have we 
ever thought about it? Have we 
communicated cross-border in a 
positive manner? How to retain 
and sustain our position and 
beating competitors? Is there 
any road map for branding our 
hard-earned and achieved suc-
cess story? The simple answer 
may be a loud NO. RMG indus-
try is growing everyday, despite 
global competitions and local 
crisis. Around 80% of the foreign 
currency revenue is generated by 
this sector. 

RMG & Knitwear Exports 
– Ever Branded Positively? 

Although every single person of 
the country enjoys the benefits of 
this sector, directly or indirectly, 
this sector was never branded pos-
itively. The large entrepreneurs 
and the heroic workers behind 
the scene are contributing every-

day though their sincerest dedi-
cation and hard labor. But, they 
have not been rewarded as much 
as they deserve. Have we ever 
thought about them? Have we 
ever thought about branding this 
sector within and outside Bangla-
desh? Be it in media, or academic/
seminar articles, we have always 
focused on its negative aspects. It 
is true that there are problems in 
this sector (such as low salary and 
wages, poor work environment, 
etc.). But, it is also true that here; 
there are many garment factories 
which comply with international 
standard. Have we ever asked 
which sector is free from prob-
lems? Everywhere – be it public 
or private – there are problems. 
And, this is obvious and natural. A 
country of 155 million population 
who live in a rather very small 
area, it is quite natural that there 
would be problems. However, the 
government, BGMEA (Bangla-
desh Garment Manufacturers and 
Exporters Association), BKMEA 
(Bangladesh Knitwear Manufac-
turers and Exporters Association) 
and other stakeholders are work-
ing towards improving the sector. 

Branding is a layer that an orga-
nization places between itself 

and its marketplace. It is one that 
intends to “translate” the worth 
of its business strategy into terms 
that will be valued by its intended 
audience. Influencing perception 
is the reason d’être of the disci-
pline of Branding – a discipline 
that can yield a positive, value-
added halo that surrounds every-
thing that you offer concretely. 
The more value your audiences 
perceive, the more they’ll respect 
your proposition, and the more 
they’ll be willing to pay for it. By 
and large, it’s that simple. (Mal-
andrino 2010)

In Bangladesh, RMG has evolved 
from being just a commodity item 
in the past to become lifestyle 
items that reflect people’s person-
alities. In response, manufacturers 
and retailers have started to pay 
more attention to design, qual-
ity, and brand image. The local 
manufacturers are placing strong 
emphasis on branding and design 
to boost their success locally and 
overseas. As more local compa-
nies hone these two cutting-edge 
capabilities, Bangladesh-produced 
garments have now moved several 
notches up in the world in terms 
of image and value. Today, we are 
the 3rd largest producers of gar-
ments!

Rationale for Branding

Building a positive and forceful 
brand for our RMG sectors as a 
whole, while covering its prod-
ucts, garment workers, and the 
challenging entrepreneurs inter-
nally and globally is extremely 
necessary. It will not only help the 
garment owners and marketers to 
increase the value of their prod-
ucts to their respective buyers, 
but, most importantly, will help 
building nation branding. 

Global competitions are becom-
ing fierce day by day. To compete 
and sustain in the global market, 
we must create and manage strong 
brand image for representing the 
country. The brand value will 
become a vital factor in creating 
a pool of loyal customers which 
would pose a formidable defense 
in the competitive market

RMG Sector – the Infantry of Economic Frontier Needs Branding
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Therefore, while considering all 
its positive and negative aspects, it 
is imperative to develop a brand-
ing campaign for our RMG sector, 
thus, putting the sector in a strong 
and vibrant position. The brand 
strategists must consider two basic 
objectives while branding the gar-
ment sector.

Firstly, we must feel honored 
among ourselves in sharing and 
understanding the great deeds 
of around 4 million of resilient 
people, mostly women, which 
have brought pride for the coun-
try. Success of the branding 

program strongly depends on 
internalizing the whole issue, 
our active participation, owner-
ship, and support. We should be 
proud of our garment products, 
which represents our country 
everywhere. The prime task is 
to brand RMG sector’s contri-
bution among the Bangladeshis 
first. We need to internalize the 
sincerest dedication and hard 
labor of the garment workers, 
associates, marketers, and the 
challenge-loving owners. This is 
the toughest job for the brand 
strategists. This process should 
start immediately while cover-
ing the ordinary citizens – from 
truck drivers to sharecroppers, 
day laborers to sex workers, 
school girls to retirees, students 
to academia, employees to busi-
ness community, home makers 
to NGO workers, religious lead-
ers to law enforcers – with an 

aim to recount their perception 
and attitude towards this glori-
ous sector. We must argue with 
political, business, and commu-
nity leaders and policy makers 
on branding the sector, showcase 
their innovation and creativity, 
and explore and expose the huge 
opportunities in this field.

Secondly, the brand strategists 
should also concentrate on brand-
ing the garment sectors among 
the foreigners. Success is linked 
with the local people, NRBs, and 
foreigners. The citizens of Bangla-
desh will be the ambassadors of 

this country. They should relay 
the country’s image to the rest of 
the world. A more positive atti-
tude and pro-active role of the 
citizens will make the country’s 
products and services attractive to 
the people outside. 

Socio-economic Contributions 
Through Rmg Workers

After China and Turkey, Bangla-
desh has emerged as the third 
largest exporter of garments. We 
think that Bangladesh has the 
potential to take the number one 
position in this field in the near 
future. 

With this fact in our hand, let us 
dig in the deep root and see the 
picture. Have we ever thought 
what would be our situation if 
the young entrepreneurs would 
not have started the garments 

business without any experience 
in the early eighties? Many of us 
used to “criticize” this business. 
There might be some people who 
would still criticize this sector 
or would maintain a negative 
attitude toward it. Have we ever 
thought seriously about the sol-
diers who are guarding the eco-
nomic frontier, despite facing 
enormous problems? 

Shift of a Girl to a Garment Worker! 

Drawing a real picture from the scratch, 
a girl from the remotest village coming to 
Dhaka metro in search of work and with 
little education holding the hands of a 
neighbor or relative. She takes the boat 
to cross the river, then a bus or a train to 
reach the city. Stays with her relative for 
a few days; the relative is also a garment 
worker. She helps the young girl to get a 
job in a garments factory. After taking the 
job she fits in the group and along with her 
co-workers rent a house. Helps her staying 
with some new garments colleagues, nearby 
the factory. And that is the start of her new 
journey – from a rural girl to a confident 
garment worker! The member of a new 
frontier – guarding the nation’s economy!

Can we imagine any economic 
actively in our country without 
the contribution of RMG? The 
answer is simple – minus RMG, 
we will find our destination at the 
bottom of the markets. It could 
be below any country of extreme 
poverty. The result of it could be 
crisis and violence! 

Did we know that the female gar-
ment workers also contributing 
indirectly in other sectors enor-
mously? Let’s see how they have 
contributed towards the growth of 
other sectors as well.

Hats Off to Them!

Today, in Bangladesh around 
4 million people are directly 
involved in this sector. And, the 
majority of them are women. As 
we know, here an average family 
size is 4.9 in the rural areas and 4.7 
in the urban areas. These garment 
workers are somehow directly 
linked with around 17 to 20 mil-
lion population and, thus, help-
ing changing their lives. Who are 
they? Most of them are the girls 
from villages with very less formal 
education.
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With a view to understand the life-
style and consumption behavior 
of the garment workers, recently 
a qualitative research was carried 
out among garment workers who 
are residing in and around Dhaka 
metro (Hasan 2010). It was found 
that the garment workers are con-
tributing to the country in so many 
other ways that are beyond con-
sideration. The research findings 
reveal that some of the industries 
they are helping in the process to 
grow are mentioned below:

FMCG Markets: Around 4 mil-
lion consumers are involved in 
this sector and thereby created 
a consumers market for FMCG 
(fast moving consumer goods) 
products. Since they have a regu-
lar source of earning, demand 
and supply of commodities have 
taken a new dynamics, espe-
cially that of products like food, 
health care, utensils, cosmet-
ics, dresses, footwear/shoes, etc. 
FMCG market has created entirely 
by the private sector meeting the 
growing demand and thereby cre-
ating employment opportunity by 
them. 

Oh, yes, these female workers 
want to look and feel good too! 
The research findings indicate 
that the majority of them moved 
from soap to shampoo. Similarly, 
they have migrated from tooth 
powder (majan) to toothpastes 
of different brands. The sachets 
of toothpastes, mini soaps, and 
shampoos are necessary goods 
to the newly migrated urban 
women. In most of the cases, 
they buy branded toothpastes 
like Close Up, Pepsodent, and 
other local brands. In the past, 
they used ordinary hair oils; 
but, now they have started using 
branded hair oil such as Para-
chute, Jui, etc. Other mostly used 
FMCG brands are Lux, Lifebuoy, 
Sunsilk, All Clear, etc.

The young garment workers are 
more fashionable than it was 
before. They prefer to use fair-
ness cream like Fair and Lovely, 
Emami, etc. They are customers 
of other FMCG products like Lip 
Gel, beauty soap, perfume, etc. By 

their frequent visits to their work-
station at the urban areas, they are 
exposed to different products and 
services. Thus, they become the 
opinion leader for “modern and 
urban lifestyle” in their families 
and localities. In this way, they are 
contributing toward the develop-
ment and growth of FMCG mar-
kets. 

Transportation: Although gar-
ment workers work in the urban 
areas, a large majority of them are 
from the rural areas and have regu-
lar connection with their parents, 
siblings, and relatives. Therefore, 
they visit their villages frequently. 
On the other hand, their families 
and relatives also visit the areas 
where garment workers reside. 
So, here travelling by bus, boat or 
train from rural to urban areas is 
a regular phenomenon. Moreover, 
within the city, they commute 
either by bus or rickshaw. All these 
movements have, no doubt, con-

tributed to the development of 
the overall transport industry and 
have created millions of employ-
ment opportunities. Apart from 
the direct contribution of the 
workers, the transport sector (such 
as truck, van, boat, railway, etc.) is 
widely used for carrying and ship-
ment of the garment products and 
necessary raw materials within the 
country.  

Accommodation/Residence: 
After taking the job, garment 
workers move from their tempo-
rary shelter to a rented house; they 
fit in the group along with other 
co-workers. Millions of house-

owners are directly involved 
in this housing business. They 
are contributing to the housing 
through the process of providing 
with a shelter. Moreover, RMG 
sector has contributed in develop-
ing the construction (both civil 
and mechanical) of thousands of 
factories and warehouses. This has 
not only created job opportunity 
in the real estate industry, but cre-
ated a huge market for housing 
construction and building mate-
rials (such as cement, rod, bricks, 
paint, sanitary wares, electrical fit-
tings, etc.). 

Food and Nutrition: At the end 
of each working day, they return 
home to cook rice, vegetables, 
pulse, egg, etc. During the week-
end, they all chip in to buy and 
have a good meal with eggs, fish, 
or meat curry. These 3-4 mil-
lion garment workers contribute 
directly to the economy by buying 
foods and nutrition. They directly 

contribute by buying rice, fishes, 
pulses, meats, edible oils, spices, 
bananas and breads. 

Hotels and Tourism: Thousands 
of apparel buyers visit Bangla-
desh every year. They stay in dif-
ferent hotels and guest houses. 
Millions of foreign currencies are, 
thus, earned by the government. 
It has been found through in-
depth interviews of a few 5-star 
hotels that the occupancy rate has 
increased significantly, compared 
to the last year. The hotel authori-
ties mentioned that sometimes, 
there is more than 95% of the 
room occupancy.
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Clothes and Dresses: The garment 
workers, especially the females are 
very much “modern and fash-
ion conscious”. According to the 
qualitative research, “after joining 
in garment factories, their percep-
tion and attitude have changed a 
lot. When they go to their homes 
in the rural areas, many of their 
friends and relatives consider 
them as modern and urban!” They 
buy dresses of modern design on 
occasion of different festivals 
and programs. Therefore, due to 
these females working in garment 
industries in the town, the clothes 
industry has a new dimension. 
These female workers have con-
tributed the clothes industry in 
its increasing manifold during the 
last few years. 

Mobile Phones: Today, mobile 
phone-ownership in Bangladesh 
is growing at a phenomenal pace. 
This devise is used in addition to 
talking to their families staying in 
the rural areas, also used as a tool 
for business communication. The 
research findings further show 
that most of the garment workers 
own mobile phones of different 
popular brands like Nokia, Sam-
sung, etc. to communicate with 
home. Thus, they are contributing 
toward buying handsets and “time 
for talking”. Those who don’t own 
any mobile phone set, use cyber 
café or public call centers with an 
aim to be connected with their 
near and dear ones. Undoubtedly, 
millions of garment workers and 
their families are directly contrib-
uting in making the mobile tele-
com industry sustainable and thus 
generating employment opportu-
nities.

Media and Entertainment: It 
may be mentioned here that 
recently private FM channels, such 
as Radio Today, Radio Furti, Radio 
Amar, ABC radio, etc. have started 
broadcasting their programs. All 
these private radio channels have 
already captured a large number 
of audience pools, which includes 
young generation, students, gar-
ment workers, etc. These radio lis-
teners have got an access to those 
programs through their mobile 
phones. It is reported during in-

depth interviews with garment 
workers that a large number of 
them visit cinema halls and dif-
ferent parks, especially on Fridays 
and public holidays. According to 
Nielsen retail audit, sales of elec-
tronic durables (such as radio, 
hair dryer, TV, iron, etc.) have 
increased more than two times in 
the last five years. 

Empowerment and Decision-
maker: In the field of human 
development, especially women 
empowerment, Bangladesh has 
made a significant advancement 
by triumphing over utter pes-
simism about its prospects of 
development pronounced at the 
beginning of 1990s. Since 1990, 
the country has gained some of 
the most rapid advances in basic 
human development indicators. 
Garment factories, NGOs, civil 
societies, and other organizations 
have played through their inno-
vative programs a crucial role 
in providing access to the basic 
development needs. Thousands of 
garment factories, and organiza-
tions like Grameen Bank, BRAC, 
PKSF etc. have contributed much 
towards poverty alleviation and 
women empowerment. 

It is worth mentioning here that 
Bangladesh has overtaken its 
giant neighbor, India, in several 
social indicators, especially those 
related to women. In their recent 
report (WEF 2010), the Geneva-
based World Economic Forum 
has ranked Bangladesh 82nd in 
the gender balance against India’s 
which has 112th position and 
Pakistan 132nd place. According to 
Melanne S. Verveer, US Ambassa-

dor-at-Large for Global Women’s 
Issues: “The World Economic Forum’s 
Gender Gap Report” shows a strong 
correlation between gender equality 
and a country’s prosperity and eco-
nomic competitiveness. It should be 
an indispensable reference for anyone 
who wants to advance economic, 
social and political progress worldwide 
or understand one of the critical rea-

sons why some countries progress and 
others do not.” Gender equality also 
seems to be reflected in the fall of 
fertility rate that has been reduced 
upto half (from 6 to 3) during the 
last two decades – it is the steepest 
fall almost anywhere other than in 
China. It is now below India’s and 
far below Pakistan’s. 

Now, as the garment workers sur-
viving in the crudest metro, they 
have become more empowered. 
Today they can express their own 
opinions before others, especially 
their parents and families. They 
are now playing positive roles as 
individual in changing the mind-
set of the society. Parents of the 
garment workers now have grown 
confidence on them. One of the 
fathers said during an in-depth 
interview: “I wait for her to come 
home to give the decision whether 
to buy a cow with the saving or get 
the little sibling get her education 
in the school. My daughter is more 
knowledgeable than before and 
gives matured decision”. Like this 
garment worker, millions of the 
female workers are empowered 
and have got their rights in their 
families and the society at large in 
matters of giving their decisions. 
They are involved in sharing expe-
riences and knowledge on the life-
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style and life skill among the rural 
youth. So, there is no doubt that 
they are the “change agent” in 
their communities.

Domestic Violence: There are 
many cases where after marriage, 
female workers financially con-
tribute in their family, run much 
smoothly and with respect and 
dignity. As they also earn, the 
husbands and in-laws recognize 
their contribution. The qualita-
tive research findings show that 
there exist mutual respect among 
the members of the family, which, 
in turn, has reduced domestic vio-
lence cause by due poverty-related 
issues.

2nd Generation 
Entrepreneurial Leadership

In Bangladesh, Garment sector 
was initiated in the early eighties 
by a group of young talents, who 
were full of vision and the spirit 
to face all sorts of challenges. 
There were doubts and confu-
sions among many people at that 
time. Today every confusion and 
every doubt disappeared forever. 
The entrepreneurs proved their 
leadership skill worldwide. It is a 
matter of pride to see the second 
generation running the busi-
ness with sustaining capability. 
They are now competing with 
China, Turkey, the EU, India, 
and many other giant competi-
tors. However, it is not that easy 
as it sounds. The garment man-
ufacturers and all others con-
nected with it have to combat 
the political scenario, global eco-

nomic recession (2007-09), and, 
at the same time, meet demands 
of the workers and compete with 
other markets producing RMG. 
Successful in creating millions of 
job opportunities, helping allevi-
ating poverty and branding Ban-
gladesh globally!

Challenges for RMG

Despite the presence of positive 
strides of this sector, there are 
few serious challenges, which 
need to be addressed immedi-
ately. It should be mentioned 
here that the government and 
BGMEA have taken some posi-
tive steps for addressing the 
following issues -
 Low level of salaries and wages 

of garment workers 

 Power crisis
 Deprivation of rights of female 

workers
 Improvement of the life of 

female workers
 Compliance with the global 

standard in meeting the factory 
conditions and safety measure

 Safety and security of  
female garment workers

 Improvement of the living 
place of garment workers

Conclusion

While developing the branding 
campaign for the RMG sector, we 
must not forget that it is more 
than brand advertising or promo-
tion. Branding campaign should 

focus the sector as a whole – its 
entire heritage and culture, prod-
ucts and exports, investment, 
and, most importantly, the people 
behind the process. Our pride is 
these people – garment workers, 
majority of whom are the resilient 
women, associates, marketers, 
and the challenge-loving entre-
preneurs. Apart from these, we 
must focus on the contributions 
of the government and BGMEA. 
The campaign must address the 
general people both at home and 
abroad. It is extremely important 
to develop a bold and strict road-
map to uphold the overall image, 
which is essential for the accep-
tance of Bangladesh by the world 
community. Among others, media 
and political communities have a 
great role in it. So, they must come 
forward for a positive participa-
tion in this initiative.

BGMEA has already planned to 
come up with an aggressive but 
distinct branding campaign for 
this sector soon. There is no way 
out without a forceful branding 
campaign for our garments indus-
try – the infantry of economic 
frontier of the country – so that 
we graduate from world’s third 
largest exporter of ready-made 
garments to number one exporter 
of ready-made garments by 2021, 
which will be the 50th birthday 
of our dear motherland – Bangla-
desh!
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Background of the Discourse

The issue of whether bilateral 
free trade agreements (BFTAs) are 
an effective and desirable way to 
deepen trade and economic coop-
eration has reemerged in South 
Asia in view of proposals to sign 
BFTAs that have been put on Ban-
gladesh’s table recently by India, 
Pakistan and Sri Lanka. 

Antagonists of such proposals have 
argued that the regional route 
under the existing South Asia Free 
Trade Agreement (SAFTA) should 
be given the necessary time and 
opportunity first to prove its 

worth and efficacy, pointing out 
that SAFTA has been in place only 
since July 2006. They also feel that 
involvement in BFTAs will tax 
the limited capacity of relatively 
weaker economies such as Ban-
gladesh so they will be required 
to conduct intensive negotia-
tions and undertake complex 
implementation related activities 
(identifying new tariff liberaliza-
tion schedules, harmonization of 
policies, new rules of origin etc). 
Some have also argued that bilat-

eral agreements will undermine 
the inclination of member coun-
tries to make SAFTA more effec-
tive, by taking incremental steps 
towards deeper integration. They 
apprehend that within the SAARC 
members, a dichotomy is being 
created because of the BFTAs 
involving countries which are 
only members of RTA and those 
which are members of both SAFTA 
and BFTAs. Those who support the 
idea of establishing BFTAs tend to 
anchor their arguments on the 
following points: that BFTAs are 
already in place with participation 
of a number of SAARC members 
(India-Nepal, India-Bhutan, India-

Sri Lanka; Pakistan-Sri Lanka); that 
as long as BFTAs are RTA Plus the 
opportunity to deepen economic 
cooperation will be that much 
greater and faster; that BFTAs 
could be a speedier way of moving 
towards the next stage of coopera-
tion in South Asia through further 
deepening of economic coopera-
tion, and culminating perhaps in 
the establishment of a South Asian 
Customs Union (SACU).  One other 
reason why RTA members tend to 
go for BFTAs is that deepening of 

trade relation generally involve 
less protracted negotiations. 
Whist a move towards customs 
union in RTAs call for establishing 
common tariffs and harmoniza-
tion of tariffs of all members, this 
process is easier when the number 
of participating countries is mini-
mum, as in the BFTAs. Some have 
argued that BFTAs will allow early 
harvesting of opportunities aris-
ing from complementarities and 
competitive advantages of partner 
countries.

RTAs, BFTAs and the WTO

The fact of proliferation of regional 
trading arrangements (RTAs) over 
the recent past, in all regions, is 
common knowledge. This was 
taking place at a time when these 
same RTA member countries were 
involved in complex negotiations 
to strengthen multilateral trading 
discipline under the ambit of the 
World Trade Organization (WTO). 
As it stands, till February 2010, 
462 such RTAs were notified to the 
GATT/WTO of which 345 RTAs 
were notified under Article XXIV of 
the GATT 1947 or GATT 1994, 31 
under the Enabling Clause and 86 
under Article V of the GATS. As of 
that date, 271 RTAs were in force. 
Complex reasons informed this 
momentum, and these have been 
well documented, and analyzed 
in-depth. South Asian countries 
have not been exceptions to this 
growing trend, with the majority 
of SAARC members being mem-
bers of multiple RTAs. India was 
the leading country in terms of 
membership in RTAs of various 
types (33), with Pakistan not far 
behind (26 RTAs); Bangladesh is a 
member of 6 different RTAs.

However, it is interesting to note 
in the context of the current dis-
cussion, that South Asian coun-
tries have also tended to follow 
yet another trend which, in most 
cases, has been a relatively new 
development – establishment of 
bilateral trade alliances (BTAs) 
with countries belonging to the 
same RTAs, or with others. Such 
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BTAs vary in terms of coverage 
and depth of cooperation: pref-
erential trading arrangements 
(PTAs), economic integration alli-
ances (EIAs), comprehensive eco-
nomic partnership agreements 
(CEPAs) and also customs unions 
(CUs). About 147 Bilateral FTAs 
are in force at present; many more 
are being negotiated. In terms of 
nature of partnership these BFTAs 
are primarily of two types: BFTAs 
with participation of two mem-
bers belonging to the same RTA 
or different RTAs (104) and BFTAs 
between an individual member 
country of a RTA and another 
RTA (43 e.g. ASEAN-CHINA PTA, 
ASEAN-Japan FTA). 

BFTAs in SAARC: Bangladesh 
Perspective

In the backdrop of the above evi-
dence and experience, it is thus 
not surprising that some of the 
SAFTA members will be willing 
to explore the bilateral route to 
accelerate the pace of economic 
cooperation with partner coun-
tries in the SAARC. Bilateral trade 
agreements are not new to South 
Asia though. India and Pakistan 
have been pioneers here – India 
with Nepal, Bhutan and Sri Lanka, 
and Pakistan with Sri Lanka. It is 
also to be noted that India partic-
ularly is aggressively pursuing the 
BFTA route, with both individual 
countries and other RTAs (India-
ASEAN FTA; India-EU FTA are 
examples that may be cited in this 
connection). Such initiatives also 
have important trade and welfare 
implications for SAARC countries 
which are outside of these RTAs. 
For example, Indo-EU BFTA will 
result in, as some recent studies 
tend to suggest, significant loss of 
welfare, export and real GDP for 
Bangladesh. 

However, for Bangladesh this 
route is something new, and 
hence the ongoing debate in the 
country with regard to whether to 
go for BFTA or not. The immedi-
ate question that has been raised 
is whether such BFTAs in South 
Asia will serve as building blocs 

or stumbling blocs to greater 
regional integration as was envis-
aged under the SAFTA process. For 
many, the response to this ques-
tion, a common refrain, is that as 
long as BFTAs are SAFTA plus, they 
should merit consideration. This 
particular view appears to take its 
cue from the spirit of Article XXIV 
of GATT/WTO that allows deroga-
tion from the MFN principle, and 
allows the establishment of RTAs 
as long as these are WTO plus. The 
stalled Doha talks and the slow 
movement of SAFTA negotiations 
have also contributed to this ‘pes-
simism’. Pakistan is yet to provide 
MFN treatment to India (a posi-
tive list of concessionary tariff is 
in place). Some SAARC members 
have found the lowest common 
denominator approach (whereby 
decisions are taken on consensus 
basis, which results in subopti-
mal, lowest common denomina-

tor solutions) rather frustrating. 
The counter-argument posits the 
question as to why SAFTA mem-
bers would be interested to move 
the regional FTA process forward, 
towards more comprehensive eco-
nomic integration, if the bilateral 
route could provide a more accel-
erated option. BFTAs, according 
to them, would thus weaken the 
spirit of SAFTA. They argue that 
SAFTA should be allowed to run 
its own course. No doubt there is 
also a politiconominal dimension 
to this discourse. Often countries’ 
decisions to establish BFTAs are 
driven by political exigencies and 
not so much for economic rea-

sons. However, setting aside polit-
ical factors, proposals to establish 
BFTAs in the SAARC do confront 
countries such as Bangladesh with 
critical policy dilemmas which 
need to be factored-in by taking 
into cognisance the logic of eco-
nomic rationale and imperatives.

Factors that Need to Inform 
Bangladesh’s BFTA Decision

A number of issues call for care-
ful consideration in the above 
context. Trade creation and trade 
diversion impacts originating 
from BFTAs need to be closely 
examined when decision with 
regard to signing of BFTAs is con-
sidered by countries such as Ban-
gladesh. Of course, establishing 
bilateral FTAs with all countries 
would do away with the possibil-
ity of trade diversion completely. 
However, since this usually is not 

the case, both trade diversion and 
trade creation take place when 
BFTAs are established. However, 
there is a need here to go beyond 
consideration of the static bene-
fits, by taking into cognizance the 
dynamic benefits as well, as also 
the welfare gains to be accrued 
from the BFTAs. On the other 
hand, in measuring the poten-
tial benefits from the BFTAs in 
SAARC, factors that constrain the 
SAFTA process will also need to be 
kept in the purview. As is known, 
SAFTA is severely constrained by 
the baggage of the long negative 
lists which undermine the poten-
tials of the SAFTA as an effective 
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RTA. However, from Bangladesh 
perspective it has to be kept in 
mind that in a welcome move 
India has reduced her sensitive list 
twice since July 2006, well ahead 
of the agreed schedule; India has 
also accommodated 56 items 
from Bangladesh’s request list of 
101 items. The sensitive list has 
thus been reduced to 480 items 
from the original 763. Besides, 
notwithstanding the fact that 
157 apparel items still remain in 
India’s negative list, Bangladesh 
was given duty-free access for 8.0 
million apparels items (it is to be 
noted that Bangladesh has not 
been able to make use of this tariff 
rate quota to the fullest extent 
possible as yet). So the constrain-

ing implications of the nega-
tive list for Bangladesh vis-à-vis 
exports to India is now somewhat 
limited. Negative lists of Pakistan 
(1,183 items) and Sri Lanka (1,065 
items) are still large and cover 
many tradable items. Bangla-
desh’s own list of sensitive items 
as is applicable for these countries 
is larger still (1254 items). To have 
any additional market opening 
value, BFTAs will perhaps need to 
do away with the sensitive list (or 
accommodate only a very short 
sensitive lists with clear time line 
for their phase-out). Thus, Bangla-
desh’s own negative list will need 
to be significantly reduced if she 
goes for BFTAs. 

Rules of origin in SAFTA remains 
somewhat restrictive at 35 per 

cent + CTH (for most exports from 
LDCs). For developing countries 
the RoO are even more stringent. 
BFTAs will need to have a less 
complex RoO (perhaps a flat 25 
per cent domestic value addition 
or single stage transformation). 
With regard to various non-tariff 
barriers (NTBs) which continue to 
undermine trade in South Asia, 
BFTAs could include mutual rec-
ognition agreements, from the 
very beginning, which would be 
geared to addressing the atten-
dant SPS-TBT related conflicts and 
concerns. This will call for sig-
nificant strengthening of relevant 
institutions involved in accredi-
tation, standardization, certifica-
tion and testing. In context of the 

concrete example of Bangladesh, 
a two-track route, one for the 
LDC member (Bangladesh), and 
the other for non-LDC members 
(India, Pakistan and Sri Lanka), 
in tune with the agreed norm and 
practice in the SAFTA, will need 
to inform this bilateral process. 
Issues of deepening bilateral coop-
eration through concrete steps in 
the areas of connectivity, supply-
side capacity building, promotion 
of FDIs, harmonization of tariff 
and customs policy will also need 
to be considered, with concrete 
time lines, if the proposed BFTAs 
are to be SAFTA plus.

Interests of business and com-
merce could perhaps be better 
served if such BFTAs are able 
to foster and stimulate greater 

exchange and cooperation 
between businessmen and inves-
tors of the participating countries 
through advancement of proj-
ect-specific initiatives. Concrete 
modalities and incentives to 
promote trade and investment, 
through bilateral protocols, will 
need to be an integral part of such 
BFTAs. One of the major reasons, 
if and when, Bangladesh decides 
to go for a BFTA with India, 
would be to reduce the bilateral 
trade deficit (about $3.4 billion 
of import against about $0.4 bil-
lion of export). This will require 
enhanced opportunities for 
export of both goods and services 
by Bangladesh which will require 
a broadened BFTA mandate of the 
type of comprehensive economic 
partnership agreement (CEPA). 
Many exporters from Bangla-
desh to India are SME exporters 
who would require specific policy 
support to take advantage of 
the opportunities that could be 
opened up by the BFTA. It is inter-
esting to note that Bangladesh’s 
export to India has increased from 
$90.0 million to about $360.0 
million over the span of the last 
five years. Bangladesh’s interest 
will be to accelerate this momen-
tum through more comprehen-
sive access to the Indian market 
by taking advantage of the BFTA. 
Similarly, India’s interest will be 
to have her priorities reflected in 
the BFTA with Bangladesh, par-
ticularly in view of her interest 
to have greater connectivity with 
Bangladesh, both through west-
east and north-south routes. 

Concluding Remarks

The purpose of this brief note 
was not to pass a judgment as to 
what should be the response to 
proposals of the three developing 
country members of the SAARC to 
establish BFTAs with Bangladesh. 
The motivation here was to flag, 
and draw attention to some of 
the issues which should inform 
the decision making process in 
Bangladesh if and when such pro-
posals are considered by the poli-
cymakers.
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Bangladesh, ‘Basket Case’ No More 
Sadanand Dhume
Columnist, Wall Street Journal USA

Pakistan could learn about 
economic growth and 
confronting terrorism from 
its former eastern province!

Not long ago, when you thought 
of a South Asian country ravaged 
by floods, governed by bumblers 
and apparently teetering on the 
brink of chaos, it wasn’t Pakistan 
that came to mind. That distinc-
tion belonged to Bangladesh. 

Henry Kissinger famously dubbed 
it a “basket case” at its birth in 
1971, and Bangladesh appeared to 
work hard to live up to the appel-
lation. For the outside world, 
much of the country’s history can 
be summed up as a blur of politi-
cal protests and natural disasters 
punctuated by outbursts of jihad-
ist violence and the occasional 
military coup.

No longer. At a reception Friday 
for world leaders attending the 
United Nations General Assem-
bly in New York, President Barack 
Obama congratulated Bangladeshi 
Prime Minister Sheikh Hasina 
Wazed for receiving a prestigious 
U.N. award earlier in the week. 
Bangladesh was one of six coun-
tries in Asia and Africa feted for 
its progress toward achieving its 
Millennium Development Goals, 
a set of targets that seek to eradi-
cate extreme poverty and boost 
health, education and the status 
of women world-wide by 2015.

Bangladesh has much to be proud 
of. Its economy has grown at 
nearly 6% a year over the past 
three years. The country exported 
$12.3 billion worth of garments 
last year, making it fourth in the 
world behind China, the EU and 
Turkey. Against the odds, Ban-
gladesh has curbed population 

growth. Today the average Ban-
gladeshi woman bears fewer than 
three children in her lifetime, 
down from more than six in the 
1970s. 

The country’s leading NGOs—
most famously the microcredit 
pioneer Grameen Bank—have 
earned a global reputation. Rela-
tions with India are on a high. In 
August, Indian Finance Minister 

Pranab Mukherjee signed off on 
a $1 billion soft loan for Bangla-
deshi infrastructure development, 
the largest such loan in India’s 
history.

Perhaps most strikingly, Bangla-
desh—the world’s third most pop-
ulous Muslim-majority country 
after Indonesia and Pakistan—has 

shown a willingness to confront 
both terrorism and the radical 
Islamic ideology that underpins 
it. Since taking office in 2009, the 
Awami League-led government 
has arrested local members of the 
Pakistani terrorist group Lash-
kar-e-Taiba, the al Qaeda affiliate 
Harkat-ul-Jihad-al-Islami-Bangla-
desh, and Jamaat-ul-Mujahideen, 
a domestic outfit responsible for a 
wave of bombings in 2005.

In July, the Supreme Court struck 
down a 31-year-old constitutional 
amendment and restored Ban-
gladesh to its founding status as 

a secular republic. The govern-
ment has banned the writings of 
the radical Islamic ideologue Abul 
Ala Maududi (1903-79), founder 
of Jamaat-e-Islami, the subcon-
tinent’s most influential Islamist 
organization. Maududi regarded 
warfare for the faith as an exalted 
form of piety and encouraged 
the subjugation of women and 
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non-Muslims. A long-awaited 
war crimes tribunal will try senior 
Jamaat-e-Islami fi gures implicated 
in mass murder during Bangla-
desh’s bloody secession from Paki-
stan.

Of course, it will take more than 
a burst of entrepreneurial energy 
and political purpose before Ban-
gladesh turns the corner for good. 
The long-running feud between 
Prime Minister Wazed and her 
main rival, Bangladesh National-
ist Party leader Khaleda Zia, makes 
that of the Hatfi elds and McCoys 
look benign by comparison. The 
war of ideas against the country’s 
plethora of Islamist groups requires 
the kind of sustained pressure that 
Dhaka has been unable to apply 
in the past. And garment exports 
notwithstanding, the economy 
remains shallow.

Despite these caveats, Bangla-
desh ought to be held up as a role 
model, especially for the subcon-
tinent’s other Muslim-majority 
state. Arguably no two countries 
in the region share as much in 
common as Pakistan and Ban-
gladesh, two wings of the same 
country between 1947 and 1971. 

With 171 million people and 164 
million people, respectively, they 
are the world’s sixth and seventh 
most populous countries. Both 
have alternated between civil-
ian and military rule. In terms of 
culture, both layer Islam over an 
older Indic base.

Yet when it comes to government 
policies and national identity, the 
two countries diverge sharply. As 
a percentage of gross domestic 
product, Islamabad spends more 
on its soldiers than on its school 
teachers; Dhaka does the opposite. 
In foreign policy, Pakistan seeks 
to subdue Afghanistan and wrest 
control of Indian Kashmir. Bangla-
desh, especially under the current 
dispensation, prefers cooperation 
to confrontation with its neigh-
bors.

Perhaps most importantly, Ban-
gladesh appears comfortable in 
its own skin: politically secular, 
religiously Muslim and culturally 
Bengali. Bangladeshis celebrate 
the poetry, fi lm and literature of 
Hindus and Muslims equally. With 
Pakistanis it’s more complicated. 
The man on the street displays 
the same cultural openness as his 

Bangladeshi counterpart, but Pak-
istan also houses a vast religious 
and military establishment that 
seeks to hold the country together 
by using triple-distilled Islam and 
hatred toward India as glue.

In a way their best known 
national heroes sum up the two 
country’s personalities. For Ban-
gladesh, it’s Grameen Bank’s 
Nobel laureate Muhammad 
Yunus, synonymous with small 
loans to village women. For 
Pakistan: Abdul Qadeer Khan, 
the rogue nuclear scientist who 
peddled contraband technology 
to Libya, Iran and North Korea.

Nearly 40 years ago, only the most 
reckless optimist would have bet 
on fl ood-prone, war-ravaged Ban-
gladesh over relatively stable and 
prosperous Pakistan. But with a 
higher growth rate, a lower birth 
rate, and a more internationally 
competitive economy, yesterday’s 
basket case may have the last 
laugh.

Note: Mr. Dhume is a columnist for 
WSJ.com. The article was published 
in the Wall Street Journal USA on 
Sept 29, 2010
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