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Abstract: In 2005, roughly 45% of the total populations of Bangladesh living below the poverty line and of 

them 53% are rural poor people. Therefore, a significant gain in rural poverty reduction will be crucial 

for Bangladesh to reach the national poverty reduction target. As 63% of the total employed people 

engage in some kind of agricultural activities, without pro-poor agricultural growth it is impossible for a 

country like Bangladesh to reduce poverty. This article attempts to analyse the impact of agricultural 

growth on rural poverty reduction by using time series analysis in Bangladesh during 1973 to 2003. The 

study shows that rural poverty reduction is possible by increased agricultural production, for which again 

efficient spending of government budget and skilled human capital are crucial factors. Also findings 

suggest that, increased the share of non-farm activities will help to poverty alleviation in rural 

Bangladesh. 

 

 

1. Introduction: 

Bangladesh is a country of 140 million populations with a population density 840/sq.km 

(2001). Bangladesh economy is still not strong enough to support such a vast population and 

high incidence of poverty is still prevailing here. As with a glass that is simultaneously half 

full and half empty, Bangladesh has made recent progress in reducing poverty but still faces 

the reality that roughly half its citizens, some 63 million people (in 2001), live in deprivation. 

The average GDP per person of these people are only slightly above $ 1 per day. Poverty 

reduction is the central challenge for Bangladesh. With a low level of per capita income, 

Bangladesh needs to formulate a multi-sectoral strategy for poverty reduction. Within the 

strategy, economic growth should reduce both income and non-income poverty. In particular 

a ―pro-poor‖ or ―broad- based‖ growth is necessary to generate increasing benefits for the 

poor. Poverty in Bangladesh is more widespread and deeper in rural areas than in urban areas. 

In spite of improved growth throughout the 1990s, income distribution deteriorated during 

this period coupled with slow pace of poverty reduction. With the current pace of growth of 

poverty alleviation here it will take about 85 years to eradicate national poverty (calculated 
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by BBS
1
, 2004). The rate of poverty reduction in rural areas has been even slower. Thus we 

need to find strategies, which will reduce poverty with distribution friendly manner. 

In our country about 84 percent of the total population live in rural areas and are directly 

engaged in a wide range of agricultural activities. Therefore, in terms of structure and sectoral 

composition of economic growth, beside export platforms Bangladesh must rely on other 

engines of growth: agriculture, mining, tourism or a combination of them. The whole 

agricultural sector plays an important role in economy of the country account for 21.45 

percent of total GDP in 2005-2006 at constant prices. In Bangladesh, agriculture has several 

advantages in accelerating growth and creating a high capacity to reduce poverty. The impact 

of agricultural growth on rural wages is an important element in the process because for poor 

households, a major share of income originates from wage labour in agricultural and non-

agricultural activities. A recent survey indicates that agricultural and non-agricultural daily 

wages respectively constitutes 33 percent and 15 percent of income earned by poor rural 

households in Bangladesh (BBS 2003). But in Bangladesh, the growth of agriculture barely 

can keep pace with population and after 90s; Bangladesh experienced a large reduction in 

area per capita. As a result, per capita income of rural poor remained stagnant, which again 

increase the inequality between urban and rural communities. The inequitable socio-

economic environment also constrained the rural poor from deriving significant benefit from 

the agricultural production and technological changes. 

The ‗green revolution‘ with the associated technological innovations has been instrumental in 

improving the livelihood opportunities in rural India since early 1970s. Hence, it is only natural 

that the relationship between agricultural growth and poverty reduction has been extensively 

studied in Bangladesh over the last 3 decades. Several authors have emphasized the 

importantance of agriculture in determining changes in magnitude of poverty through channels 

                                                 
1
 BBS: Bangladesh Bureau of Statistics 
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like income rise, productivity growth, food prices and wage rate. Against this background, this 

paper aims at a reassessment of the role of agriculture on the poverty reduction process in 

Bangladesh. 

The main objective of this research is to provide a review of the issues related to the 

questions about the role of agriculture in promoting overall growth and poverty reduction in 

rural Bangladesh. Thus the research will try to focus on the following questions: 

 Is growth in agriculture sector conductive to reducing overall poverty and rural 

poverty and bring about economic growth in Bangladesh? If yes, is it more likely to do so 

than growth in non-agriculture? 

 What are the most appropriate channels in agriculture sector in Bangladesh that can 

maximize the effectiveness of generating growth and reducing poverty in rural areas? 

Lastly, along with addressing these questions, the paper will also try to give effective policy 

recommendations needed to promote efficient resource management in agricultural sector. 

The major concern will be to find out ways to promote the growth of agriculture and utilize 

the growth momentum to generate positive spillovers in the rural economy, which will finally 

help to alleviate poverty in Bangladesh. 

The paper organized as follows: part two deals with review of similar works that has been 

already done, part three explains about poverty measure in Bangladesh and shows the trend in 

poverty reduction, part four explains theoretical framework and models, data and describes 

results with critical points and lastly, part five includes the conclusion. 

2. Literature Review: 

Till now, many overseas scholars have done a lot of research about poverty reduction and 

impact of agricultural growth for many countries. 

Norman Loayza and Claudio Raddatz. (2005) contributed to explain the cross-country 

heterogeneity of the poverty response to changes in economic growth. The paper first 
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presented a two- sector theoretical model that clarifies the mechanism through which the 

sectoral composition of growth and associated labor intensity can affect workers‘ wages and 

thus poverty alleviation. Then, it presented cross- country empirical evidence that analyzed, 

first the differential poverty- reducing impact of sectoral growth at various levels of 

disaggregating and second, the role of unskilled labor intensity in such differential impact. 

The paper found that the growth impact on poverty reduction varies from sector to sector and 

there was some systemic pattern to this variation. Sectors that are more labor intensive (in 

relation to their size) tended to have stronger effects on poverty reduction. Thus, agriculture 

was the most poverty- reducing sector, followed by manufacturing, construction and services, 

while mining and utilities by themselves did not seem to help poverty reduction. After this 

sectoral- driven empirical analysis, the paper conducts a more direct test of the model by 

considering poverty reduction a function of not only aggregate growth but also a measure of 

labor intensive growth.  

Sundarno Sumatro and Asep Suryahadi (2003) in their study assessed the role of agricultural 

growth on poverty reduction as has been experienced by Indonesia. Specifically this study 

estimated the elasticity of poverty reduction with respect to agricultural versus non-

agricultural growth in Indonesia. In addition, this study also estimated the marginal 

contribution of being employed in agriculture to the probability of being poor, net of other 

relevant socio-economic factors. To estimate the impact of economic growth on poverty, 

authors used OLS method and showed that economic growth is poverty reducing but 

statistically insignificant. The sectoral growth however, in their study showed better results. 

The coefficients of agricultural, industrial and services GDP growths were significantly 

different from each other which means that the sectoral composition of economic growth 

does matter in determining the impact of economic growth on poverty. To find out about the 

agriculture contribution to poverty reduction, authors showed that agricultural growth was the 
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strongest factor in reducing poverty in Indonesia. The results indicated that in terms of 

poverty headcount, agricultural growth accounted for 66 percent of total poverty reduction, 

55 percent of urban poverty reduction and 74 percent of rural poverty reduction. It appeared 

from their study that 49 percent of reduction in poverty severity in rural areas is due to 

agricultural growth.  

Gaurav Datt and Martin Ravallion (1998) showed that in India there are two main channels 

through which the poor might benefit from higher farm productivity. One was by directly 

participating in the productivity gains, by producing more on their own land or finding more 

employment. The second channel was through higher wage rates, or lower prices for 

consumed agricultural goods, especially food. They used models which incorporate both 

channels. In their result they found that higher real wages and higher farm yields reduced 

absolute poverty, also the poor gained in absolute terms from lower prices of food.  

Ramon Lopez and G. Anriquez (2004) evaluated the role of agricultural growth in reducing 

poverty in Chile and measured the direct impact of agricultural expansion on the income of 

farmers that were poor and near poor. They found that agricultural growth tends to improve 

all measures of poverty significantly with head count falling around 7.3 percent as a 

consequence of a 4.5 percent increase in agricultural output. Also the 1 percent rise in 

agricultural output should, according to their estimates, reduce poverty by about 1.6 percent. 

In a separate test authors found that the real price of food is positively correlated with the real 

price of non-food goods, the real exchange rate and the non-agricultural output. According to 

their estimates, the biggest obstacle for faster employment of unskilled workers was not a low 

responsiveness to output expansion. The real source for slow unskilled job creation was the 

enormous bias of technological change against unskilled workers. This also constituted a 

significant obstacle to a faster rate of poverty reduction.  
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Tian Weiming, Wang Xiuqing and Ke Fuyan (2003) addressed poverty alleviation role of 

agriculture in China. As the main income source and employment route of the rural poor, 

agriculture sector plays important role in poverty reduction in China. To evaluate the possible 

poverty reduction role of agriculture in China, authors first estimated the elasticity of poverty 

with respect to growth in three sectors of the economy, and then examined the agricultural 

growth-urban poverty relationship and the agricultural growth-rural poverty relationship. 

Their results showed that among the three sectors of the national economy, the growth of 

primary industry had significant and positive impact on the rural poverty reduction, while that 

of the other two sectors is not significant, However, the increase of the share of non-

agriculture employment has the same significant and positive impact upon rural poverty 

reduction as that of agricultural productivity growth. The low quality of human capital in 

rural area and the restriction on the free flow of population from the rural to the urban were 

main obstacles. Moreover, agricultural productivity growth and the reduction of the 

destructiveness of natural disaster appear to have significant impact upon rural poverty 

reduction in China. In order to raise agricultural productivity and then to reduce poverty, 

authors believed that the irrigation conditions, education conditions and rural infrastructure 

should be improved and fully taken into account of policy making for China. In addition, the 

way to improve the rural market structure and the efficiency of government expenditures on 

agriculture should also be explored. 

 

3. Poverty Line and Poverty Measures in Bangladesh 

Poverty refers to forms of economic, social and psychological deprivation among people 

arising from a lack of ownership and control of or access to resources for the attainment of a 

required minimum level of living. It is a multidimensional problem involving a deficiency of 

income, consumption, nutrition, health, education, housing, etc. 



8 

 

Three methods are used in Bangladesh by government organizations and several international 

organizations for estimation of poverty line. These are Direct Calorie Intake Method (DCI), 

the Food Energy Intake Method (FEI) and the Cost of Basic Needs Method (CBN). 

 

 

CBN Method: 

This report uses poverty measures, which is estimated by CBN method by World Bank and 

United Nations Organizations. With the CBN method, poverty lines represent the level of per 

capita expenditures at which the members of a household can be expected to meet their basic 

needs (food consumption to meet their calorie requirement, but also non-food consumption). 

CBN method provides minimal nutritional requirements corresponding to 2122 kcal per day 

and person. The prices for each item in the bundle were estimated. In order to capture the 

price paid by the poor for each food item, regressions were used to control for the impact of 

household characteristics such as total consumption, education, and occupational on the 

quality of the food consumed (better off households buy more expensive food than poor). 

Then, the method used non-food allowances for non-food consumption. This was obtained by 

taking the average amount spent on non-food items by the households. Finally, by adding the 

food poverty line to non-food allowances we can yield the total poverty line. 

Poverty measures by CBN method: 

Once the poverty line has been estimated by CBN method, the incidence of poverty is then 

measured by the headcount index. This is simply the percentage of the population living in 

households with a per capita consumption below the poverty line. This percentage of 

population in national and rural level in Bangladesh is used in this report. 

3.1. Trends in human poverty index, 1973 to 2003 
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Though different measurement techniques provide somewhat different data about the level 

and incidence of poverty, the general picture of poverty in Bangladesh is indeed critical. 

There are some missing years also when no initiative was taken either by the Government of 

Bangladesh or by the donor agencies or UN bodies to measure poverty. Therefore the overall 

trend in poverty in Bangladesh is hard to calculate. With the data during 1973 to 2003  of 

national and rural poverty measured by the head count index of CBN Method, here the 

following equations are used to try to capture the trend in poverty in Bangladesh both 

national and rural level. 

Pov (n) = a + b. Time and Pov (r) = a + b. Time 

Where, Pov (n) = national poverty head count index (%) and 

      Pov (r ) = rural poverty head count index (%) 

The results are like below: 

 Pov(n)  = 68.82 – 0.703TIME 

            (52.07)     (-10.08) 

R
2
 =0.815  (t statistics are in the parenthesis) and  

Pov(r)  = 71.67 - 0.677TIME 

           (46.54)     (-8.34) 

R
2
 =0.75  (t statistics are in the parenthesis)  

                                         

From 1992 to 2003, the results for equation (1) and (2) showed that the incidence of national 

poverty declined from 54 to 45 %, indicating the reduction rate of 1 percentage point per 

year. The same situation is with the rural poverty. With this rate it will take another 20-25 

years to eradicate poverty from Bangladesh. Thus Bangladesh needs to find ways to stimulate 

this trend further and speed up the rate of poverty reduction. 

           Table 1: National and rural poverty head count index, 1973 – 2003. 

 

4. Theoretical framework and empirical models:  

In order to evaluate agriculture‘s poverty alleviation role in rural Bangladesh, it requires 

identification of the main channels through which agricultural growth impacts poverty. The 
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explanation of the agricultural growth-poverty relationship depends largely on the definition of 

indicators of poverty and the reasons why poverty happens. 

To evaluate the possible poverty reduction role of agriculture in Bangladesh, we will first 

estimate the elasticity of poverty with respect to growth in three sectors of the economy, and then 

examine the agricultural growth-rural poverty relationship. 

 

4.1. The impact of the sector composition of growth on poverty. 

Ravallion and Datt (1996) provided a very good method for the analysis of the impact of the 

output composition of growth on poverty. Splitting net domestic product into primary, 

secondary and tertiary components so that Y = Y1 + Y2 +Y3 and noting that the growth rate in 

Y can be approximated by the sum of the share-weighted growth rates of the three sectors, 

the test equations for the effects of output composition can be written as: 

 

In Pov(n) = a + b1. In(S
A

it.Y
A
 it )-1+ b2. In (S

M
 itY

M
 it )-1+ b3. In (S

S
 it Y

S
 it )-1+ u         (3) 

And  

In Pov(r) = a + b1. In(S
A

it.Y
A
 it )-1+ b2. In (S

M
 itY

M
 it )-1+ b3. In (S

S
 it Y

S
 it )-1+ u         (4) 

 

Where, S is the sectoral value added share in GDP and Y denote real GDP . Therefore, (S.Y) 

is the output per capita in the agricultural, manufacturing and services sectors and all other 

variables are defined as in equation 1 and 2. In principal, it may be possible to estimate the 

poverty effect of output changes in a levels regression. However, to avoid the 

multicolinearity problem with these three independent variables, value in the first difference 

is used for sectoral output in the manufacturing sector. Here the null hypothesis is 

coefficients of all these three sector are equal, that is b1 =b2=b3 . 

The estimation results can give us some information about agriculture‘s ability to reduce 

national poverty and rural poverty in comparison with that of non-agriculture sectors.  

Data 
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Output in each sector is derived by multiplying real GDP by the share of sector value added 

reported in the World Development Indicators 2004. Due to data limitations in urban poverty 

measures, this research can estimate the impacts of sector growth on the national poverty and 

rural poverty. 

 

 

4.2. The agricultural growth-rural poverty relationship. 

The above estimation of the elasticity of rural poverty with respect to growth in primary, 

secondary and tertiary sectors can help us know to what extent the agricultural growth has the 

impact on the rural poverty reduction as well as its significance relative to the other two 

sectors. But why agriculture has such an effect or not, deserves further exploration. The 

identification of agriculture rural poverty relationship could help policy makers design a more 

comprehensive and effective poverty reduction strategies. 

 

4.2.1. Background information on Bangladesh 

Agriculture and the Economy 

Historically, agriculture has had the major share in the economy in Bangladesh. Over time, 

however, the importance of agriculture has fallen that of the services sector has raised. Yet, 

still much of the services are related to transportation and trading of agricultural 

commodities. Except readymade garments, a large part of the manufacturing sector also relies 

on the processing of agricultural commodities (e.g. jute, tea, sugarcane, hides and leather, 

shrimps, rice and wheat). Therefore, in Bangladesh, as in most developing countries, 

agriculture plays a key role in the overall economic performance of the country, not only in 

terms of its contribution to GDP, but also as a major source of foreign exchange earnings and 

in providing employment to a large segment of the population, particularly the poor (table 2). 
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                   Table 2: Value of export by main categories, 1999/00 - 2003/04 (in million us$) 

 

It is evident from Bangladesh economy that agriculture will remain important in attaining 

overall growth, adjustment and poverty alleviation objectives. It still provides a large share of 

GDP- close to one third- and this share is not likely to decline significantly in the short or 

medium term. Combined contribution of all sub-sectors (crops, livestock, and forestry) of 

agriculture including fisheries sector was around 23.46 percent of GDP in 2002-2003 

(Table4) of which fisheries sector accounts for 5.23 percent. The crop sub sector alone 

contributes for 13.44 percent of GDP. Also agricultural products including raw jute, jute 

goods and tea account for 5.76 percent (2001-2002) of total exports. Also the impact of 

agricultural growth on rural wages is an important element in the process because for the 

poor households, a major share of income originates from wage labour in agricultural 

activities. 

             Table 3: Share of agriculture and fisheries in GDP (base year 1995-1996) 

The question of improving and sustaining agricultural growth raises a number of issues; 

concerning agro economic constraints, farm level incentives, production technologies, 

comparative advantage and market supply demand balance. But a very small number of 

studies have addressed these issues in order to devise a strategy to make agriculture more 

flexible, diversifies and efficient.  

This research tackles this issue by asking whether agriculture in Bangladesh is playing a role 

in poverty reduction in rural areas. In particular, it seeks to provide an answer to the 

following questions: 

 Which channels are more effective at translating agricultural growth into lower 

poverty indicators? 
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 Are there linkages between agriculture and the rest of the economy that are 

particularly effective at raising the poverty- reduction ability of agricultural growth? 

 Does agricultural growth have a comparative advantage at reducing poverty at rural 

level? 

 Does government expenditure in agriculture sector can play important part in 

reducing rural poverty? 

Research on these topics has been intense during past decades for many countries. Yet it 

remains to be systematically investigated with how the specific role of agricultural growth 

in reducing poverty evolves with the structural changes in Bangladesh. 

In addition, the role of agriculture in poverty reduction is likely to be mediated by a host 

of factors that range from institutions to policies and agro-ecological conditions. 

 

4.3. Empirical Framework and Data 

4.3.1. Model 

This paper replicates the model from the paper ―The Poverty Alleviation Role of Agriculture 

in China‖ by Tian Weiming, Wang Xiuqing, Ke Fuyan (2003). In that paper author showed 

that as the main income source, farming sector in China is vital for the rural poor. In addition, 

as the Chinese government‘s rural poverty standards are very low and based on the absolute 

poverty theory, so the rural poverty rates may vary greatly with the changes of agriculture 

related variables such as rural population growth, per-capita arable land, natural disaster, 

irrigation condition, farm products to non-farm products trade condition, human capital, 

infrastructure, government expenditure on the farming sector and the percentage of non-farm 

employment.  

Based on this model the following simple four- equation systemic model was constructed for 

Bangladesh in this research. The elasticity of rural poverty with respect to growth in primary, 
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secondary and tertiary sectors which already described above can help us to know what 

extent the agricultural growth has the impact on the rural poverty reduction was well as its 

significance relative to the other two sectors. But why agriculture has such an effect or not, 

deserves further exploration. The identification of agriculture- rural poverty relationship 

could help policy makers design a more comprehensive and effective poverty reduction 

strategies. 

In Bangladesh, poor people are largely located in rural areas with fragile ecological 

environment, poor infrastructure and underdeveloped social structure and make their living 

on farming. Such areas are increasingly marginalized during the process of economic 

development and commercialisation. The main characteristics of poor households in rural 

Bangladesh include the following: they tend to have few productive assets, to be dependent 

on crop cultivation and to have limited opportunities for moving labour off the land or 

diversifying into activities with higher returns; they have limited human resources with 

poorer health and education status. As the man income source, farming sector is vital for the 

rural poor. Also rural poverty rates may vary greatly with the changes of agriculture related 

variables, such as rural population growth, per –capita arable land, natural disaster, irrigation 

condition, fertilizer price, farm products to non-farm products trade condition, access to 

credit, human capital, infrastructure, government expenditure on the farming sector and the 

percentage of non-farm employment. The estimation of the impacts of these variables on the 

rural poverty rates can make us clear about why agricultural growth can devote to the rural 

poverty reduction. Therefore, to investigate whether agricultural growth has a comparative 

advantage in reducing rural poverty this paper used variables which are most suited to rural 

economy of Bangladesh such as per capita primary GDP of agricultural labours, government 

expenditure in agriculture which represent resource allocation in whole agriculture sector in a 

year, percentage of rural people who are involved in agricultural activities, amount of 
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fertilizer used and percentage of irrigated land as fertilizer and irrigation are the most two 

important tools for our agriculture, land per capita and nature of human resources. Also paper 

used per capita GDP of non-agricultural labours as their share shows significant role in rural 

poverty reduction in recent days. Lastly as micro credit acts as a driving machine for rural 

poverty reduction, that variable is also used too.  The following simple four- equation 

systemic model was constructed for the estimation. 

 

 

1. Poverty equation 

  PR = f ( AGDPPC, ASPEND -1, NASHARE, DISAS) 

2. Agricultural labour productivity equation: 

   AGDPPC = f ( FERTI, IRRI, ASPEND-1, LANDPC,  ILLTER, APOP, CREDIT) 

3. Government Financial expenditure on agriculture equation: 

ASPEND = f ( PR, DISAS ) 

4. Non – farm employment equation: 

NASHARE = f ( ILLTER, NAGDPPC ) 

Here, 

PR = Rural poverty head count index % of total population 

AGDPPC = per capita primary GDP of the labour employed in farming sector 

ASPEND-1 = agriculture‘s share in the total government financial expenditures of the last 

year 

NASHARE =  share of non-agriculture employment 

DISAS = disaster dummy 

FERTI = input of chemical fertilizer on per hectare sown area 

IR = irrigated area‘s share in the total cultivated area 

LANDPC = per capita cultivated land of rural population 
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ILLTER = illiterate and semi- illiterate‘s share in the total rural population 

APOP= rural population 

NAGDPPC = per capita non-agricultural GDP of the labour employed in non-agriculture 

sector 

CREDIT = Total credit disbursed by NGOs (million us$) 

The poverty equation reflects the determinants of rural poverty rates (PR). These factors 

include the per capita primary GDP of the labour employed in the farming sector (AGDPPC), 

the agriculture‘s share in the total government financial expenditures of the last year 

(ASPEND-1), the share of non-agriculture employment (NASHARE) and the disaster 

dummy (DISAS) showing the years when the big natural disasters affect the agriculture 

sector most. 

The productivity equation shows the factors that affect the agricultural labour productivity. 

These factors include the input of chemical fertilizer on per hectare sown area (FERTI), the 

irrigated area‘s share in the total cultivated area (IRRI), the agriculture‘s share in the total 

government financial expenditures of the last year (ASPEND-1), the per capita cultivated 

land of rural population (LANDPC), the illiterate share in the total population (ILLTER), the 

rural population (APOP) and the amount of total credit disbursed by the NGOs in Bangladesh 

in agriculture sector. 

The government financial expenditure equation reflects the impacts of rural poverty rate 

(PR), and the disaster dummy (DISAS) showing the years when the big natural disasters 

affect the agriculture sector most. 

The non-farm employment equation reviews the factors affecting the non-agriculture 

employment share (NASHARE). These factors include the illiterate share in the total 

population (ILLTER) that reflect the status of human capital in Bangladesh and per capita 

non primary GDP of the labour employed in non-agriculture sector (NAGDPPC). 
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Data: 

The data in this analysis are mainly from Bangladesh Statistical Yearbook, various years 

agriculture census of Bangladesh, International Rice Research Institute (IRRI), Bangladesh 

Rice Research Institute (BRRI), Food and Agricultural Organization Statistics (FAO STAT), 

Organization of Islamic Countries Statistics (OIC STAT). All the data of variables in 

monetary terms had been adjusted to comparable indices and the values of all variables were 

transformed to their log values. 

 

 

5.  Empirical Results 

5.1. The impacts of sector growth on rural poverty reduction 

Table 4 presents the estimation results of the model described in section 4.1. Here two groups 

of data had been used in the estimation of sector growth, first on national poverty and then on 

rural poverty time series data from 1973 to 2003. 

However, this estimation result might not ideal, to certain context. Here the data used for 

poverty measures is taken from surveys of World Bank and UN organizations. There has 

been argument that compare to other countries of the region, the number of samples used by 

these organizations was too few. Moreover, the proxy used here for land concentration does 

not reflect inequalities in farm size but roughly measures inequality through the ratio of 

households to landowning households. Thus, large farms can still have principle agent 

problems even if more concentrated land distribution on a village level increases output per 

acre.  

Table 4 reveals that agricultural growth does have positive impact upon national poverty and 

rural poverty reduction in Bangladesh. The t-statistics of the agriculture sector for rural 

poverty is significant. Between the two non-primary sector services sector show significant 
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poverty reducing effect for both national and rural level. Manufacturing sector has some 

poverty reducing effect for the national level and interestingly has negative effect for rural 

poverty reduction, , though not significant in both cases. 

 

            Table 4: The impacts of sectoral growth on national and rural poverty 

 

 

 

 

 

 

 

5.2. The Estimation Results of the Systemic Model about Rural Poverty Reduction: 

        (Results for section 4.3) 

(1) Poverty equation 

In PR = 2.43 – 0.221 InAGDPPC + 0.05 InASPEND1 – 0.116 InNASHARE + 0.009 DISAS 

     (6.97)*       (-1.68)*          (1.01)*           (-1.58)*         (1.05) 

R
2
 = 0.788   ,   DW = 1.26    , Observations = 30,  Period =1974 to 2003    

 

(2) Agricultural labor productivity equation   

InAGDPPC =18.44  -0.02 InFERTI – 0.07 InIRRI + 0.114 InASPEND1 + 0.51 InLANDPC – 5.63 inILLTER - 1.13InAPOP + 0.015 in CREDIT 

          (2.19)*      (-0.24)        (-0.36)          (2.97) *          (1.98)*         (-3.29)*     (0.96)          (0.99) 

R
2
 = 0.94   ,   DW = 1.47    , Observations = 30,  Period= 1974 to 2003    

 

(3) Government financial expenditure on agriculture equation 

       InASPEND = -9.01 + 5.582 InPR – 0.07 DISAS 

             (-9.356)*   (10.291)*     (-1.358)*  

R
2
 = 0.79   ,   DW = 1.375    , Observations = 31 ,  Period =1973 to 2003    

 

(4) Non-farm employment equation 

       InNASHARE = 8.53 - 3.44 InILLTER + 0.75 InNAGDPPC 

                    (6.18)*     (-7.69) *          (1.39)* 

R
2
 = 0.78   ,   DW = 0.64  , Observations = 31,  Period 1973 to 2003    
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The estimation results of the poverty equation show that increase agricultural productivity 

and the share of non-agricultural employment have positive and significant impact on the 

rural poverty reduction. This can help us to explain why the impact of agricultural growth 

was significant while that of non-agricultural was not as indicated in case of sectoral growth 

impact in section 4.1. In Bangladesh the secondary and tertiary sector‘s share of GDP is 

much higher than that of employment, the growth of the share of non-agriculture employment 

devote much to the rural poverty reduction, the non-agriculture sector growth does not 

provide enough employment chances, farming sector remains to be the main employment 

route of the rural poor. The impact of increase of agriculture‘s share in the total government 

financial expenditures on rural poverty is not significant. 

The estimation results of the agricultural labour productivity equation shows that capital 

inputs namely fertilizers, irrigation show no significant effect on agricultural labour 

productivity. The irrigation variable might be insignificant during this entire period due to 

small percentage of total cultivable land‘s access to irrigation facilities (31% in 2003) and the 

continued inefficiency and misallocation of the water resources in the country.  Moreover, in 

spite of adopting new irrigation methods by the government, our irrigation methods are 

largely depend on the availability of fuel that use in the water pumps. As the price of fuel is 

high in Bangladesh thus still the poor farmers of the country largely depend on availability of 

river water for irrigation in their fields. Therefore, during dry season the availability of 

sufficient water for irrigation is highly depend on the amount of rainfall. 

 Also for the same reason that is, because of high price and poor distribution mechanism of 

fertilizer, the poor farmers cannot get the desirable amounts for their fields and therefore this 

variable also show opposite and insignificant sign.  
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Lastly, the insignificance of the rural agricultural credit variable reflects the inefficient and 

highly inequitable distribution of agricultural loans. In Bangladesh in 2003 only 16% of the 

total micro credit disbursed was distributed among the agricultural farmers. 

In this equation the share of illiterate labour has a strong negative impact. This means that in 

order to reduce rural poverty, the public investment on educating rural people should be 

increased to raise agricultural productivity.  

Though insignificant in this equation rural population growth has negative impact on labour 

productivity. Result shows that an increase of 1% of per capita land of rural population will 

increase 0.5% agricultural labour productivity as expected and this coefficient is also 

statistically significant. 

The agriculture‘s share in the total government financial expenditures show positive and 

significant affect as expected but it should also be remember that the efficiency of 

government financial expenditures on agriculture is very much needed in Bangladesh. 

Because from the first equation it has been clear that government‘s share in agriculture sector 

has so such significant impact on rural poverty reduction. 

From the first equation the impact of agriculture‘s share in the total government financial 

expenditures on rural poverty is not significant. In contrast, the estimation results of this third 

equation show that the rural poverty rate has significant and positive impact on agriculture‘s 

share in the total government financial expenditures. This means that the increase of rural 

poverty rate might make the increase of agriculture‘s share in the total government financial 

expenditures, but the increase of agriculture‘s share might not receive the poverty reduction 

results. The efficiency of the government financial expenditures on agriculture needs to be 

improved. 

The estimation result of non-farm employment equation reveal that although productivity 

increase of non-agricultural sector has significant and positive impact upon the share of non-
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agriculture employment, the low quality of human capital (as reflected by the share of 

illiterate rural labor) in rural Bangladesh does not satisfy the needs for industrialization.. The 

higher the share of illiterate labors, the lower the share of non-agricultural employment. As a 

result, the rural poverty rate is high and this might be an important cause for not getting jobs 

in the non-agricultural sector by these vast portions of illiterate human capital. 

Thus low quality of human capital in Bangladesh does not satisfy the needs of 

industrialization. This means that the investment in rural education is of vital importance to 

rural poverty reduction. 

 6. Conclusions and Policy Implications 

              "Imagine a region of the world where all food and agricultural products were 

sourced from international markets, and domestic agricultural sectors disappeared. This 

―world without agriculture‖ is not imaginary. Many macro economists, convinced of the 

power of rapid economic growth to lift populations out of poverty, see resources devoted to 

slow-growing agriculture as waste. In a world of ample food supplies (some of it free as food 

aid) and increasingly open borders for trade, what is the role of agriculture in pro-poor 

growth?  

Historically, the answer is clear. No country has been able to sustain a rapid transition out of 

poverty without raising productivity in its agricultural sector (if it had one to start—

Singapore and Hong Kong are exceptions). The process involves a successful structural 

transformation where agriculture, through higher productivity, provides food, labour, and 

even savings to the process of urbanization and industrialization. A dynamic agriculture 

raises labour productivity in the rural economy, pulls up wages, and gradually eliminates the 

worst dimensions of absolute poverty. Somewhat paradoxically, the process also leads to a 

decline in the relative importance of agriculture to the overall economy, as the industrial and 
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service sectors grow even more rapidly, partly through stimulus from a modernizing 

agriculture and migration of rural workers to urban jobs."(Court, Julias and Giovani, 2001)  

It has been demonstrated by many researchers that, understandings of the determinants of 

poverty and the mechanisms for reducing it in a sustainable fashion have also undergone a 

quiet revolution in the past decade. Part of this understanding is recognition that economic 

growth is the main vehicle for reducing poverty, but for this to work the distribution of 

income should be equal. In many circumstances, growth in the agricultural sector has been an 

important ingredient in the formula that connects economic growth to the poor (Ravallion and 

Huppi, 1991; Ravallion and Datt, 1996; Ravallion and Chen, 2004; Sumarto and Suryahadi, 

2003; Fan, Zhang and Zhang, 2004; Fan, Thorat and Rao, 2004; Timmer, 1997, 2004a, 

2005a). 

As the main income source and employment route of the rural poor, agriculture sector playes 

important role in poverty reduction in rural Bangladesh. By now, it is well admitted that 

agricultural growth over and above the population growth has a poverty reducing effect in 

Bangladesh. Land is the primary asset in rural areas and change in land-man ratio has the 

strongest effect on rural poverty. Since scope for land increase is limited in a highly 

populated country like Bangladesh, agricultural yield increase is the next best option for 

increasing rural livelihood. Irrigation is the most critical input for land productivity rise.  

The empirical results show that among three sectors of the national economy, the growth of 

primary industry has significant and positive impact on the rural poverty reduction as well as 

same effect by services sector. But impact of manufacturing sector is not significant for both 

national and rural poverty reduction. However, the increase of the share of non-agriculture 

employment has the same significant and positive impact upon rural poverty reduction as that 

of agricultural productivity growth. If the non-agriculture sector growth can bring more 

chance of employment, they could also devote much to the poverty reduction. The low 
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quality of human capital in rural area becomes one of the main obstacle for improving 

agricultural productivity as well as migration form farm activities to non-farm activities. 

In order to raise agricultural productivity and then to reduce rural poverty, government should 

be more careful and realistic about the use of allocation of money and other resources in 

agriculture sector as this factor show positive significance. This is in fact called the efficient 

management of government expenditure on agriculture and it should be explored more . In 

general and also show in analysis that growth in agricultural production are likely to be land 

expansion by bringing new land under cultivation, however, Bangladesh now has no potential 

for expanding land under cultivation and cropped land in declining at the rate about 1%bper 

year due to urbanization, building of new infrastructure and for implementation of other 

development projects. Therefore, in order to improve agricultural productivity, the irrigation 

conditions, distribution and pricing of fertilizers and access to micro credit by small and 

marginal farmers should fully take into account in policy making. 
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                Table 1: National and rural poverty head count index , 1973 – 2003. 

 

  
Year 

National poverty (head count 

index) Rural poverty (head count index) 

   (% of total population  (% of total population 

1973 67.6 70.1 

1974 67.42 70.324 

1975 65.1 68.4 

1976 64.3 66.1 

1977 63.87 67.9 

1978 60.2 68.7 

1979 65.8 71.4 

1980 63.203 66.26 

1981 69.9 77.8 

1982 68.7 66.8 

1983 58.5 62.7 

1984 60.39 63.55 

1985 51.73 53.54 

1986 58.98 62.18 

1987 58.6 60 

1988 57.1 59.2 

1989 57.6 58.9 

1990 58.1 57.4 

1991 58.6 60.2 

1992 54.769 58.12 

1993 56.6 55.8 

1994 54.2 53.2 

1995 53.08 56.6 

1996 51.2 55.8 

1997 51.26 54.73 

1998 50.7 57.7 

1999 48.9 53.6 

2000 49.8 53 

2001 47.5 52.8 

2002 46.3 52.4 

2003 45 50.6 
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Table 2: Value of export by main categories, 1999/00 - 2003/04  (in million us$) 
 

  
91-
92 

92-
93 

93-
94 

94-
95 

95-
96 

96-
97 

97-
98 

98-
99 

99-
00 00-01 

2001-
02 

2002-
03 

2004-
05 

Raw jute 386 366 341 420 434 389 376 348 307 305 340 357 356 

Tea 32 41 38 33 33 38 47 39 18 22 17 16 16 

Frozen food 131 165 211 306 314 321 294 274 344 363 276 322 345 

 Other agricultural 

products 10 15 15 31 22 29 39 22 18 18 23 25 28 

Garments 1064 1240 1292 1835 1949 2234 2843 2985 3083 3364 3125 3258 3320 

Leather 144 148 168 202 212 196 190 168 195 254 207 191 178 

Chemicals, 
fertilizer and 

rubber 25 55 54 108 98 108 74 79 94 97 67 101 112 

Engineering 

products 9 18 4 10 13 16 20 11 8 3 1 13 17 

Source:BBS 

 

Table 3: Share of agriculture and fisheries in GDP (base year 1995-1996) 
Sector/ sub 

sector 

92/93 93/94 94/95 95/96 96/97 97/98 98/99 99/00 00/01 01/ 02 02/03 04/05 

Agriculture 23.28 22.20 20.81 20.32 20.39 19.67 19.35 19.49 19.51 18.58 18.23 17.27 

Crop 17.71 16.72 15.43 15.03 15.21 14.49 14.33 14.59 14.70 13.75 13.44 12.19 

livestock 3.56 3.49 3.42 3,36 3.27 3.19 3.12 3.02 2.95 2.96 2.93 2.93 

forestry 2.01 1.98 1.95 1.93 1.91 1.89 1.90 1.88 1.87 1.88 1.87 1.79 

fisheries 4.93 5.10 5.21 5.36 5.48 5.67 5.93 6.09 5.51 5.40 5.23 5.00 

Source: BBS 

 

 

Table 4: The impacts of sectoral growth on national and rural poverty 

Variables National poverty Rural poverty 

. InY
A
 

-0.11 

(-0.94) 

-0.18 

(-1.61)* 

In Y
M

 

-0.027 

(-0.62) 

0.004 

(0.01) 

In Y
S
  

-0.19 

(-2.38)* 

-0.24 

(-2.98)* 

C 

3.29 

(4.75)* 

3.77 

(5.51)* 

R
2
 0.83 0.80 

DW 1.545 1.968 

(t- statistics are in the parenthesis) 

 

 

 


