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What Determines the Switch 
between Farm and Nonfarm 

Employment in Rural 
Bangladesh?

Selim Raihan and Syer Tazim Haque
Though agriculture has been the major 
employment generating sector, the rural economy 
in Bangladesh has been seeing a transition over 
the past two decades. While unpaid family work in 
the rural area is still highly farm-based, paid 
employment is experiencing a transition, shifting 
more towards the nonfarm activities. Recent labor 
force surveys reveal some strong growth of rural 
nonfarm economy. According to one estimate the 
rural nonfarm sector accounts for about 40 per 
cent of rural employment, and in recent years has 
grown by more than 5 percent per annum. 
There have been several studies on the rural 
nonfarm sector employment in Bangladesh. Some 
of these studies used econometric models and 
identified the factors behind the nonfarm 
employment. However, one of the major 
limitations of these studies is that 
they couldn’t take into account a 
longer time horizon, and control 
for endogeneity and heterogeneity 
bias. We have explored the factors 
determining the transition and 
dynamics of the rural nonfarm 
employment in Bangladesh during 
1995 and 2010 with the help of a 
constructed pseudo panel 
database using data from four 
rounds of Household Income and 
Expenditure Survey (HIES). Our 
study uses the methodology 
developed by Raihan (2014) 
(Raihan, S. 2014. “An alternative 
methodology for constructing 
pseudo panel data”) for the 
construction of the pseudo panel 
database. Data of rural households 
for each survey year is divided into 
100 cohorts where the cohorts are 
defined based on percentile 
ranking of monthly consumption 
expenditure of households. As there are 100 
cohorts in each survey year, four rounds of data 
give us 400 observations in total.   
Simple observations of the changes over time in 
the farm and nonfarm employments of the 
cohorts during 1995 and 2010 tells us that the 
average nonfarm employments across all cohorts 
in 1995, 2000, 2005 and 2010 were 40%, 36%, 44% 
and 47% respectively. Looking into specific cohorts 
for the last decade shows us the shift more 
profoundly. In 2000, average nonfarm 
employment for the 1st, 25th, 50th and 75th 
percentile cohorts were 37.1%, 20.23%, 32.40% 
and 30.0% respectively, which rose to 48.45%, 
56.41%, 45.53% and 49.5% respectively by 2010. 
For the econometric analysis of the key 
determinants of the rural nonfarm employment, 
using our pseudo panel data, we have used a 

two-stage instrumental variable regression 
method. At the first stage, we have run a 
regression of the factors affecting the relative farm 
income (ratio of farm income to off-farm income). 
We have used age of household head and average 
years of schooling of household head as the 
instruments. At the second stage, we have used 
the predicted value of the relative farm income as 
the explanatory variable along with other 
explanatory variables in the regression equation 
where the dependent variable is the relative 
nonfarm participation (the ratio of the number of 
adults participating in the rural nonfarm activities 
to the number of adults participating in the rural 
farm activities within any percentile cohort). This 
dependent variable shows the switch between 
rural nonfarm and farm employments. Other 
explanatory variables are average age of adults 
within any percentile cohort, average years of 
schooling of adults within any percentile cohort, 
household size, dependency ratio, size of land 
holding, the labor force participation (LFP) rate of 
adults, and share of international remittances in 
household incomes. All variables are expressed in 
natural logarithms. 

We have run fixed effect model for 
the regression. Average age of the 
adults has a negative significant 
effect and average education of the 
adults has a positive significant 
effect on the relative nonfarm 
participation, suggesting younger 
and educated adults tend to 
participate more in the nonfarm 
activities than in farm activities. A 
10% decline in the average age of 
adults and a 10% increase in the 
average years of schooling of the 
adults lead to the rise in the relative 
nonfarm participation by 7.2% and 
2.7% respectively. Dependency 
ratio and household size do not 
have any significant effects on the 
relative nonfarm participation. 
Relative farm income has a push 
effect: a 10% fall in the relative farm 
income leads to the rise in relative 
nonfarm participation by 2.3%. Land 

holding also has a push effect: a 10% fall in the 
average size of landholding leads to the rise in 
relative nonfarm participation by 0.6%. The rural 
LFP rate has a positive effect: a 10% rise in rural 
LFP rate leads to the rise in relative nonfarm 
participation by 6.2%. International remittance 
doesn’t seem to have any significant effect on 
relative nonfarm participation. We have also 
computed the z-scores of the variables in the 
regression, and it is found that as far as the 
employment in the rural nonfarm sector relative 
to the farm sector is concerned, the largest pull 
effect comes from the rise in education of the 
adults, and the largest push effect stems from the 
fall in the relative farm income.      
Dr. Selim Raihan is Executive Director of SANEM. 
Email: selim.raihan@gmail.com
Syer Tazim Haque is Research Associate at SANEM. 
Email: syeroid88@yahoo.com 

The November 1, 2014 issue of 
Thinking Aloud focuses on farm 
and nonfarm sectors in rural 
Bangladesh. The first article 
explores the determinants of the 
switch between farm and nonfarm 
employment. The article, using a 
constructed pseudo panel data for 
the period between 1995 and 2010 
and associated econometric 
method, argues that several 
factors affect the rise in 
employment in the rural nonfarm 
sector relative to the farm sector, 
and the largest pull effect comes 
from the rise in education, and the 
largest push effect stems from the 
fall in relative farm income. 
Highlighting agricultural sector’s 
spillover effects on the rest of the 
economy, the second article, using 
time series econometric models, 
underscores the importance of an 
agriculture-focused growth 
strategy in Bangladesh. The article 
also emphasizes that such a 
strategy would generate 
immediate anti-poverty effects 
while ensuring a huge market for 
products and services for local 
industries. Short interviews of a 
small grocery-shop owner and a 
van-puller from a rural area of 
Northern Bangladesh show the 
underlying dynamics in the rural 
nonfarm sector. Finally a short 
article presents a very brief 
overview of the strategy for rural 
nonfarm activity in the Sixth Five 
Year Plan of Bangladesh.

“…as far as the 
employment in the 

rural nonfarm 
sector relative to 
the farm sector is 

concerned, the 
largest pull effect 
comes from the 
rise in education 
of the adults, and 
the largest push 

effect stems from 
the fall in the 
relative farm 

income.”
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Is an Agriculture-Focused 
Development Strategy a 

Right Choice for Bangladesh? 
Mohammad A. Razzaque and Selim Raihan

After more than two decades of neglect by academic 
and donor communities, agriculture returned to the 
center stage amidst historically high food prices 
inflicting widespread food insecurity and 
threatening several years’ of progress made on 
poverty reduction. International donors have made 
fresh commitments for increased resources to be 
devoted in agriculture of developing countries with 
the possibilities of different desirable outcomes. Key 
questions that are being asked include, inter alia, 
how to formulate country strategies so that the 
sector can be used to support structural 
transformation of the economy under 
‘heterogeneous’ conditions (de Janvry, 2010). 
This renewed emphasis on agriculture has an 
interesting context and important policy relevance 
for Bangladesh. Despite registering agricultural 
output growth faster than that of population, the 
country faces formidable food-security challenges 
comprising food availability, accessibility and 
affordability by the poor. Besides, agricultural 
growth is considered to be vital in tackling poverty. 
Sustained economic growth with the on-going 
structural transformation, as reflected in the 
declining relative significance of agriculture, is 
generally considered to be a usual route to 
development. Nevertheless, addressing food 
insecurity and poverty would imply a continuously 
prominent role of agriculture. In this respect, an 
important issue that needs to be better understood 
is the implications of a reinvigorated 
agriculture-focused growth strategy for the overall 
economy.  
However, the relevant policy choices involving 
agriculture, growth and poverty reduction may not 
be straightforward: the impact of agricultural 
growth on poverty-reduction is likely to be strong, 
but the effect on the overall economy is not clear. 
There are also concerns about weak linkage effects 
of agriculture. In an open economy farm outputs 
provide mainly for import-competing consumption 
with the comparative advantage determining 
sectoral resource allocation. If the productivity in 
agriculture is low, nonfarm sectors can be argued to 
be the most important vehicle for growth and 
poverty reduction.  
The role of agriculture in the growth-poverty 
reduction nexus is one of the most critical medium 
to long-term policy issues for Bangladesh. The 
growth-poverty trade-off associated with 
agriculture-focused development strategy is greatly 
mitigated if farm activities can exert strong linkage 
effects for the rest of the economy. Despite 
attracting so much attention, discussions 
surrounding it are often uninformed in nature due to 
lack of in-depth empirical investigations into the 
nature of linkages between agriculture and the rest 
of the economy. 
In a recent paper for the International Growth 
Centre, we made an attempt to understand the 
effect of farm production on the overall economic 
activity and sectoral outputs. The analytical 
framework used for that purpose is grounded in 
dualistic models applied for studying sectoral 
linkages within an economy. One significant 
contribution in this regard is due to Feder (1983) 

who depicted the effects of exports on output as the 
sum of ‘externality’ and ‘productivity differential’ 
effects. Our paper adapts the same Feder 
framework but to deduce an empirical model to 
assess the linkage effects of agriculture. At the 
outset, agriculture has certain externality effects for 
the overall economy. While it may be difficult to 
accept the farm sector’s having (positive) 
productivity differential effects (compared to the 
rest of the economy), which is a salient feature 
associated with the export sector in Feder’s 
theoretical construct, we argue that the sum of 
‘externality and production differential effects’ 
arising from agriculture can be left for empirical 
verification. Therefore, following Feder (1983) but 
adapting it to our case, the economy is divided into 
two sectors – agriculture and non-agriculture. We 
assume that aggregate outputs of agriculture and 
non-agricultural activities are functions of both 
capital and labor employed in farm and nonfarm 
sectors respectively. Agriculture then enters into the 
production function of nonfarm sector.

Using the time series data, we then test for a valid 
long-run relationship (cointegration) amongst 
variables using appropriate time series and 
econometric techniques. The results associated with 
the dual sector model provide strong externality 
effects of agriculture. These effects are robust as 
they are maintained under different model 
formulations. When the model is appropriately 
modified as proposed by Gemmell et al. (2000), 
there is also the evidence of ‘cointegration’ between 
agriculture and overall economic output. The 
estimated long-run agricultural elasticity ranges 
from close to 1 to 1.6. These results are supported 
by well-behaved short-run dynamics as the 
corresponding error-correction models satisfy usual 
properties with the positive effects of farm output 
growth borne out. 
To clear out the natural growth-accounting effect of 
agriculture on overall GDP, empirical tests are 
carried out. The estimation of this relationship, using 
a methodology that treats both the variables as 
jointly determined, generates positive and highly 
significant effects of agriculture on the nonfarm 
sector. 
We also examine inter-sectoral linkages involving 
agriculture, manufacturing and services. These 
components of GDP seem to move together and 
confirm a valid long-run relationship. The effects of 
agriculture on services are found to be quite large: a 
1 per cent increase in agricultural GDP leads in the 
long-run to a 1.14 per cent increase in services 
output. On the other hand, the same increase in 
manufacturing GDP results in 0.25 per cent increase 
in service GDP. Along with detecting causality effects 
running towards agriculture, more importantly for 
our case, there is also the evidence of agricultural 

growth causing growth of outputs in other sectors. 
Finally, impulse response functions are computed to 
trace the movements of different variables. A one 
standard deviation shock in the agricultural sector 
generates a sustained positive effect on the services 
output, and almost a similar effect, although slightly 
fluctuating, is also exhibited for the manufacturing 
output. 
There are important policy implications of the above 
findings. First and foremost, agriculture has 
significant positive spillover effects. As such, a policy 
emphasis to promote agriculture will not necessarily 
have adverse implications for other sectors.  
There exists an enormous scope of productivity 
improvement in agriculture. It is widely recognized 
that agricultural production is still much less capital 
intensive compared to many other countries. Future 
productivity gains therefore are likely to come from 
additional investment in this respect.  This will not 
only bolster the firm sector’s ability to provide food 
for population and raw materials for industrial 
sectors, but also tax revenues for government as 
well as saving generation for investment elsewhere.  
The farm economy appears to exert large and 
significant positive influence on growth and 
productivity in the services sector, which is often 
regarded as a low productive area. Movement of 
labor and saving out of agriculture to nonfarm 
sectors can explain part of the inter-sectoral 
linkages. Recent evidence shows wages in 
agriculture are on the rise along with the growth in 
services, particularly the rural nonfarm sector has 
flourished. This seems to indicate a more active role 
of agriculture in which it not only does provide 
capital and labor to other sectors, but also a huge 
market. The service-oriented rural nonfarm and 
urban informal sectors have been considered to be 
the ‘bridge’ between commodity based agriculture 
and livelihood earned in the modern sectors, 
providing the transition from underemployment at 
farm tasks to regular wage employment in the local 
economy. If services sectors are actually responding 
to increased demand of the farm economy, the 
farm-nonfarm linkages mark an important structural 
transformation process for Bangladesh.
Notwithstanding the spillover effects, an 
agriculture-focused growth strategy will enhance 
the sector’s ability to sustain a decent income 
growth for rural population thereby triggering 
immediate anti-poverty effects while ensuring a 
huge market for products and services for local 
industries. With its big population, Bangladesh has 
relatively a large domestic market, which implies 
that non-tradable and import-competing sectors are 
likely to be an important source of growth. Given its 
linkages, agricultural growth can boost economic 
activities in these sectors. Indeed, the findings of our 
exercise suggest that an agriculture-focused 
development strategy may not compromise with a 
growth maximizing objective that will also make a 
powerful dent in poverty incidence.   
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“Notwithstanding the spillover 
effects, an agriculture-focused 

growth strategy will enhance the 
sector’s ability to sustain a decent 
income growth for rural population 
thereby triggering immediate anti-

poverty effects while ensuring a 
huge market for products and 
services for local industries.”
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“I personally feel more 
accomplished…”
SANEM interviews Mohammad Alkas Ali to talk 
about his involvement in a rural grocery shop. 
Mohammad Alkas Ali, a local resident of Chandapat 
village, Rangpur Sadar Upzilla, Rangpur district owns 
a little grocery shop at his village. The story of Alkas 
Ali’s engagement in Rural nonfarm Sector (RNFS) 
reflects the stories of numerous people of rural 
Bangladesh who found employment opportunities in 
the vibrant rural nonfarm sector to support 
themselves and their families.
SANEM: Was joining the RNFS a choice? 
AA: As I am a part-time employee in the Shyampur 
Sugar Mill which pays very little, it’s 
difficult to make all ends meet. Seeing 
my struggle, my son-in-law suggested 
me to start the business. So starting 
the business was more of a necessity 
than a choice. After getting into it I got 
assistance from fellow businessmen 
which eventually helped me expanding 
my business.
SANEM: Why didn’t you join the farm 
sector? 
AA: Definitely land availability is the 
major obstruction on my way to 
farming activity; not only because I am a landless 
person but also because arable land is scarcely 
available in the region. Thus, getting access to good 
quality land with high crop yield is quite difficult.
SANEM: Do you think you are doing better in this 
business compared to farm activity of any sorts?
AA: I personally feel running a small business is more 
profitable than becoming a landless sharecropper. 

The cost of farm production now-a-days is very high 
hence unlike small business the profit margin 
becomes very little with sharecropping. Therefore, I 
personally feel more accomplished in terms of both 
financial and social gains compared to farm activities.
SANEM: How did you manage the seed capital for 
the business? 
AA: I started my business with BDT 12,000 of which 
my personal contribution was BDT 10,000 that I saved 
from the small salary I receive. The rest of the money 
was provided by my son-in-law as a personal loan. 
Informal loans are available along with quasi-formal 
loans from NGOs. Taking loans from NGOs is better as 
they charge relatively lower interest than informal 
lenders. Although I managed the seed capital myself, 
I took loans from two separate NGOs for the 

expansion of my business.
SANEM: What major problems do you 
see in the expansion of rural nonfarm 
sector?
AA: Speaking from my personal 
experience the major problem is that 
the companies don’t deliver their 
goods to small local shops like mine. So 
I have to collect them myself which 
reduces my profit. In addition, often 
customers refuse to pay their dues, 
which is a rather minor problem. In 
order to flourish the nonfarm sector 

the infrastructure could be developed so that 
companies could deliver goods directly. Along with 
these, making loans available on easy terms and low 
interest rates will help me. These measures will help 
businessmen like me to expand their activities and 
will also encourage the new entrants.
SANEM: Thank you so much.
AA: You are welcome. 

“The main bottleneck is 
managing the seed capital…” 
SANEM interviews Mohammad Mukul Mia to talk 
about his involvement in rural nonfarm activity. 
Mohammad Mukul Mia who is a migrated resident of 
Chandapat village, Rangpur Sadar Upzilla, Rangpur 
district is a van driver by profession. As he reports, his 
migration was marriage driven and now he is living with 
his in laws. Like many others Mohammad Mukul Mia 
has found his employment in the Rural Non Farm Sector 
(RNFS) which is now a major source of 
employment in rural Bangladesh.
SANEM: Was joining the RNFS a 
choice? 
MM: As I don’t have any land of my 
own, farm activity was never an option 
for me. From that point of view my 
choice of employment can be 
considered forceful. But compared to 
other jobs available in the region, 
driving a van is better because I can earn 
more. Low capital requirement was a 
major factor why my wife and father in 
law encouraged me to get into this work. 
SANEM: Why didn’t you join the farm sector? 
MM: Unavailability of land was the main reason for not 
seeking employment opportunities in the farm sector. 
In addition, sharecropping does not seem like a viable 
option these days because of high input cost which 
results in low profit. Furthermore, as far as I have seen 
most land that are up for lease are problematic, 
meaning they are either low yielding or have some 
other problems.
SANEM: Do you think you are doing better in this 
profession compared to farm activity of any sorts?
MM: As I have mentioned earlier, monetary return in 

this work is better compared to other jobs. As there are 
various impediments associated with farm sector and 
relatively I am earning more, this job makes perfect 
sense. Honestly, driving a van does not boost my social 
status but as it has made me financially solvent, I am 
fairly content with this job. But if I can get easy loan I 
probably would like to start a small business of my own.
SANEM: How did you manage the seed capital for the 
business? 
MM: The van cost BDT 15,000 which is basically my 
seed capital for this work. My wife works in a garments 

factory that’s why she and my father in 
law were able to manage BDT 10,000. I 
was fortunate enough to manage the 
rest of my seed capital by getting loans 
from an NGO. There are various NGOs 
like BRAC, ASA who provide loans on 
different ventures. Informal loans are 
also available but the informal lenders 
charge a very high interest rate. So I 
personally prefer the quasi formal loans.
SANEM: What major problems do you see 
in the expansion of rural nonfarm sector?
MM: The main bottleneck is managing 

the seed capital. Even though many people have 
interest in the nonfirm sector, they cannot get involved 
due to lack of capital. If loan can be made available on 
easy terms and conditions, then it would be beneficial 
to a lot of people like us. In addition, training programs 
can also be provided to make the interested individuals 
well-equipped before they start any rural nonfarm 
activity which will definitely promote the nonfarm 
sector. 
SANEM: Thank you so much.
MM: You are welcome.
The interviews were conducted by Muhammad Moshiur 
Rahman and Syer Tazim Haque, Research Associates at SANEM.

Strategy for Rural Nonfarm 
Activity in the Sixth Five Year 

Plan of Bangladesh
Nabila Tasnuva

The Sixth Five Year Plan (SFYP) considers the 
promotion of rural nonfarm activity (RNFA) as 
an important and effective poverty reduction 
strategy in Bangladesh. It identifies a number 
of challenges which are faced by the RNFA: (i) 
RNFA includes a diverse group of activities, and 
is difficult to define it as a sector, hence lacks 
any baseline assessment; (ii) activities in RNFA 
are often financed by microcredit, which can 
only support very small-sized activities; (iii) 
people engaged in RNFA lack capacity and skill 
for producing quality products and marketing 
them, have inadequate access to information; 
(iv) lack of institutional financing; (v) weak 
management capacity; and (vi) inadequate 
infrastructural facilities particularly energy and 
communication. Strategies in the SFYP focuses 
on two broad areas: (i) improving the rural 
investment climate; and (ii) supporting 
institutional framework. Measures for 
improving investment climate includes 
ensuring enhanced supply of energy in the 
rural areas emphasizing on bio-fuel and solar 
energy; emphasis on routine maintenance of 
the existing roads, development of waterways 
and railway communication; up-scaling and 
technological upgradation of small 
enterprises; provision of training for workers 
and entrepreneurs; promoting linkage with 
agriculture and greater value addition of farm 
products through a boost in agro-processing 
industries, and arranging local-level fairs 
regularly to promote RNF products. Supporting 
institutions are required in mainstreaming 
RNFA in rural development involving 
stakeholders like local government institutions, 
private entrepreneurs in RNF and finance and 
other support service providers. The RNFAs are 
undertaken mainly within the informal sector. 
However, creation of an enabling environment 
for them and provision of some support 
services would make this sector more vibrant 
and will contribute substantially to poverty 
reduction. SFYP suggests some interventions 
which include improving marketing capacity by 
providing sales centers in rural and other 
semi-urban markets; training and awareness 
building on hygienic agro-processing and food 
processing activities; strengthening SME 
Foundation so that it serves more effectively; 
providing women entrepreneur with basic skills 
about business management and steps linking 
them to markets; setting up of more vocational 
institutes in the rural and semi-urban areas, 
allocating more funds under microcredit and 
microfinance, improving the management of 
RNFS through organizing training, orientation, 
and workshops, disseminating market 
information and providing institutional and 
logistic support to entrepreneurs, taking 
initiatives by the government to create ICT 
villages in rural areas and taking initiatives by 
government and NGOs to bring diversification 
in products and upgrading product designs.
The author is a Research Associate at SANEM. 
E-mail: nabila.tasnuva@econdu.ac.bd
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R4D Workshop on “Connecting Local 
Enterprises to Global Markets”, 8 

October, 2014, Geneva
International Trade Centre (ITC) hosted a 
workshop on “Connecting Local Enterprises to 
Global Markets” on October 8, 2014 at the 
premises of ITC conference room, Geneva, 
Switzerland. The workshop was held in the context 
of the research project “Employment Effects of 
Different Policy Instruments” funded by the Swiss 
Programme for Research on Global Issues for 
Development. The project aims to reveal the 
impact of various development policy instruments 
on the quality and quantity of employment in six 
developing countries; Bangladesh, Ethiopia, 
Ghana, Madagascar, South Africa and Vietnam. 
After thorough analysis and scrutiny, it has been 
discovered that policy instruments are related to 
three key mechanisms through which 
development takes place; integration into 
international markets, technological upgrading 
and labor market restructuring. Dr. Selim Raihan 
(Executive Director, SANEM) was one of the 
speakers in that workshop. He made a 
presentation on “Connecting Local Enterprises to 
Global Markets: Perspectives from Bangladesh”. 

Forthcoming Event

SANEM, in collaboration with the Effective States 
and Inclusive Development (ESID) Research Centre 
of University of Manchester, is going to organize a 
launching event of the book “The Dynamics of 
Economic Growth: A Visual Handbook of Growth 
Rates, Regimes, Transitions and Volatility”, written 
by Sabyasachi Kar, Lant Pritchett, Selim Raihan and 
Kunal Sen, on December 10, 2014 at the BRAC 
Center Inn, Mohakhali, Dhaka. Prof. Wahiduddin 
Mahmud will be the Chief Guest of the event. Prof. 
Shamsul Alam (Member GED, Planning Commission 
of Bangladesh), Dr. Sultan Hafeez Rahman, 
Executive Director, BIGD), Prof. Barket-e-Khuda 
(Department of Economics, Dhaka University), Prof. 
Mustafizur Rahman (Executive Director, CPD), Dr. 
Binayak Sen (Research Director, BIDS), Dr. Ahsan 
Mansur (Executive Director, PRI) and Dr. Edgard 
Rodriguez (Sr. Program Specialist, IDRC) are 
expected to be the panelists for the discussion on 
the book.  

ARTNeT Conference, 22-23 
September, 2014, Bangkok 

ARTNeT and ESCAP, with support from IDRC 
Canada, organized the Asia-Pacific Economists’ 
Conference on “Trade in the Asian century- 
delivering on the promise of economic prosperity” 
on 22-23 September, 2014 in Bangkok, Thailand. 
The conference was part of ARTNeT’s 10th 
anniversary celebration. Sessions of the 
conference included “International trade research 
agenda advances over the last decade and 
ARTNeT responses”, “Perspectives on Global 
development 2014: Boosting Productivity to meet 
the middle-Income Challenge (OECD)”, “Empirical 
trade analysis”, “Food security and trade”, 
“Services trade and links to global value chains”, 
“FDI and Development” and “Economic reforms 
and opening in LDCs”, “Regional integration” and 
“Trade inclusiveness and inequality”. Dr. Selim 
Raihan (Executive Director, SANEM and Professor 
of Economics, University of Dhaka) presented a 
paper on “South-South Trade: A Quantitative 
Assessment” in the session on “Empirical trade 
analysis”. In his presentation, Dr. Raihan discussed 
about the rise of the South in international trade 
with empirical analysis. He analyzed the trend in 
the South-South trade using different country 
groups: all South, LDCs, SVEs, emerging South, 
South excluding emerging South and North. 
Additionally, the presentation also included the 
factors that determine South-South trade. Dr. 
Raihan presented the regression results of basic 
gravity models, augmented gravity models and 
welfare effects of preferential and free trade 
scenarios among South using CGE models. 

Joint ITC-WTO Workshop on “AFT 
and SME Competitiveness”, 9 

October, 2014, Geneva
ITC and WTO organized the workshop on “Aid for 
Trade and SME Competitiveness” on 9 October 
2014, at the WTO Headquarter in Geneva. The 
workshop focused on the constraints SMEs faced 
in "internationalizing" and how Aid for Trade 
could be helpful addressing those challenges. 
After the keynote presentation by Dr. Marion 
Jansen (Chief Economist, ITC), the workshop was 
facilitated by a panel discussion with three 
panelists: Dr. Susan Stone (Senior Trade Policy 
Analyst, OECD), Ms. Hang Tran (Coordinator, 
Enhanced Integrated Framework, WTO) and Dr. 
Selim Raihan (Executive Director of SANEM and 
Professor, Department of Economics, Dhaka 
University). Dr. Marion Jansen gave an overview 
of a joint ITC-WTO background paper which 
explained the importance of SMEs for 
employment, income growth and gender 
empowerment, SMEs’ high failure rate, notably 
for developing countries and particularly for LDCs, 
venture into exporting. These themes were 
further discussed and elaborated by Dr. Susan 
Stone (Senior Trade Policy Analyst, OECD) where 
she highlighted the positive productivity effects 
for SMEs in trade and the issues of value of 
support to improve SME networks. Dr. Selim 
Raihan, during his deliberation, highlighted that 
export sectors of LDCs face a number of domestic 
binding constraints, such as lack of access to 
finance, weak infrastructure and weak 
institutions, which reduce the competitiveness of 
these sectors. In addition to these domestic 
constraints, there are critical market access 
issues, where exports from LDCs encounter a 
variety of NTMs/NTBs in developed and advanced 
developing countries’ markets. These domestic 
binding constraints and market access issues 
hinder these countries to materialize their 
comparative advantages in many export sectors, 
and problems would be more acute for SMEs in 
the LDCs. Effective actions under aid for trade can 
be very useful in mitigating such constraints.    

Employment Effects of Different Development Policy Instruments
Steering Committee Meeting at Bern, Switzerland

World Trade Institute (WTI) at the University of Bern, organized a two-day steering committee meeting of the research 
project funded by the Swiss Programme for Research on Global Issues for Development on 6-7 October, 2014 at Bern, 
Switzerland. During the first day of the meeting, the country teams from Bangladesh, Ethiopia, Ghana, Madagascar, 
South Africa and Vietnam presented outline of their scientific research, dissemination plans and administrative 
arrangements. After that the Swiss team members presented outline of what they have been doing, the pillar level 
questions that they address and dissemination plans at macro level. The day ended with exploratory and interactive 
discussions which allowed all the participants to understand each other’s perspectives and expectations. On the second 
day, all country teams attended the four separate workshops to discuss about what additional work might be necessary 
in order to generate integrated pillar level outcomes. The meeting ended with an intense debate session to take 
decisions and to discuss about ways to proceed. Dr. Selim Raihan, team leader of the Bangladesh part of the project, 
attended the meeting and made presentations on the progress of the Bangladesh project. 
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