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How to help Malawi vs. Bangladesh?

 Malawi, Aid then trade, needs green revolution 
(fertilizer subsidies). 

 Bangladesh (BGD): had Aid, now trade… food aid 
in 1973: trade sanctions, World Food Program. 

 BGD got special access to MFA quota (expired 
last year, except for China).

 See NY Times article on fertilizer subsidies..



Barriers to growth

 Poor institutions, property rights, credit 
markets etc.  (corruption, misuse of aid)

 Resource curse.. Nigeria, Venezuelas

 Capital and trade flows: handmaidens

 Debt crises… many debt crises 

 In Africa especially: poverty traps, low 
savings, low public investment, poor 
health rapid population growth… 



Slaying dragons & poverty traps

 Absolute convergence 2000-2013

 Reversal of fortune (China and India)

 Capital and trade flows: working in 
reverse

 Debt crises… HIPC, Live Aid,  

 In Africa especially: poverty traps, ethnic 
divisions, low public investment, poor 
health, high population growth… 



Fixing institutions workarounds (aka 

bottom up globalization)

 NGOs parallel institutions Cambodia ILO

 Microfinance and remittances… 

 Substitute militaries, peace keepers. 

 EPZs and weak exchange rates

 Migration, diasporas and remittances 

 Global health fund: 

 Multi-national investment: China 

 Charters and international agreements, e.g, 
the Kimberly accord (see Collier, 2008)   
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Rising wages in 
China (2011) 
pave way for 
BGD & Ethiopia?  
See WSJ on 
garment exports 
from BGD 

Wages rising in 
most poor 
regions

http://online.wsj.com/news/articles/SB10001424127887324767004578488233119290670
http://class.povertylectures.com/BangladeshiGarmentExportsSurgedespiteAccidents.pdf
http://www.ilo.org/global/research/global-reports/global-wage-report/2012/regional-charts/lang--en/index.htm
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What about Labor standards? 
1. Krugman and Kristof warn labor standards 

undermine competitiveness of lowest wage 
countries (Niger, Africa, Cambodia…).  
What is their argument? 

2. Others, including ILO Better Factories/jobs 
argue It is possible to have both? 

3. WB’s 2012 NARI (woman) program offers 
to protect women from rural Bangladesh who 
want to migrate but fear urban areas. 

http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTGENDER/0,,contentMDK:23136765~menuPK:336906~pagePK:64020865~piPK:149114~theSitePK:336868,00.html


Summary

 Flying Geese (Justin Lin) rising wages 

 Slain dragons Institutions & Poverty trap

 Asian Tigers to African Lions: boom in 
Africa

 Clusters of trees (industrial policy vs. 
free trade)

 Growth miracle? Can Africa can make 
MDG 1…or at least MDG 4?  No, but 
some countries can, find 



The Bangladesh miracle: women’s agency, 

social innovation “workaround” bad 

institutions, very bad government...   

 Mohammed Yunus, social innovation, thought up 
micofinance Grameen (but Accion may have been 
first). 

 Low wage garment export jobs: U.S. MFA forced 
Korean company to move to Dhaka to get quota.

 Amazing fall in population growth, see Melinda Gates 
letter part 3, 2014

 Immigration, remittances from middle east countries 
mainly (Egypt, Saudi Arabia).

 Health system, access to contraception... See QJE 
2009 T. Paul Schultz on Matlab… 

Econ3240Population&Poverty_Fall2013.pdf
http://annualletter.gatesfoundation.org/?cid=BG_GN_PO3_012023#section=myth-three
http://www.econ.yale.edu/~pschultz/TPS_10_30_QJE.pdf


The Bangladesh miracle: 2011 exports   



The Bangladesh miracle garment exports 

(source MIT “Observatory of complexity”   

http://atlas.media.mit.edu/explore/stacked/hs/export/bgd/all/show/1995.2011/
http://atlas.media.mit.edu/explore/stacked/hs/export/bgd/all/show/1995.2011/


Bangladesh garment factory associated with higher 

girl’s school enrollment (mainly for 5-14 group, no effect on boys or 15-18 

enrollment, see: Vikas Bajaj (2010) Garment Factories, "Changing Women’s Roles in Poor Countries“ 

NY Times, Economix blog- Explaining the Science of Everyday Life  July 21, 2010 

ttp://economix.blogs.nytimes.com/2010/07/21/garment-factories-changing-womens-roles-in-poor-countries/?_php=true&_type=blogs&_r=0
http://economix.blogs.nytimes.com/2010/07/21/garment-factories-changing-womens-roles-in-poor-countries/?_php=true&_type=blogs&_r=0
http://economix.blogs.nytimes.com/2010/07/21/garment-factories-changing-womens-roles-in-poor-countries/?_php=true&_type=blogs&_r=0


How Bangladesh became a major 

garment exporter  

 Bangladesh (BGD): received considerable food aid 
(“Map of the world” a David Hare play based on a 
major food aid scandal in 1973 in which the 
United States “punished”  World Food Program). 

 After this BGD got special access to MFA quotas 
(expired in 2005, except for China).

 How did BGD Garment industry get started? 

Daewoo industries opened plant in 1979, the OECD 
boosted MFA quotas (twice) and the rest is history



Why garment exports jobs help 

reduce poverty & empower women?

 Apparel workers hire mainly women, not 
clear why: true in NYC lower east side too.

 Delay marriage 17 to 20 (see Gruben & McLeod, 

2006 page 6)  

 Employers hire & promote educated young 
women (recall Min’s handwriting… Junior high required for 

garment jobs in Bangladesh, see G&R, 2006 page 5)

 Remittances sent to parents who treat “treat 
their daughters like sons…” (Chang, 2009, chapter 10)

 Number of “missing women” falls as girls get 
more food and health care within family… 

http://www.dallasfed.org/assets/documents/research/eclett/2006/el0603.pdf
http://www.dallasfed.org/assets/documents/research/eclett/2006/el0603.pdf


Why garment exports jobs help 

reduce poverty & empower women?

 Child marriage raises risk malnutrition and 
maternal mortality.

 Both supply (education) and demand side 
policies matter (Supply vs. Demand Wallas
in B&D, 2012) 

 Heath and Mubarak 2012 find scholarships 
do nothing, but jobs make a big difference 
(see Figure below) *Does Demand or Supply Constrain Investments in 

Education? Evidence from Garment Sector Jobs in Bangladesh

 See also Gruben and McLeod, 2006. 

http://faculty.washington.edu/rmheath/garments Heath Mobarak.pdf
http://www.dallasfed.org/assets/documents/research/eclett/2006/el0603.pdf


Some progress Cambodia Exports



How the garment industry started in 

Bangladesh? MFA quota caused spread, 

low wages, scale helped

“in 1979 Daewoo signed a collaborative agreement with Desh
Garment Ltd in Bangladesh. Daewoo agreed to bring 130 
Bangladeshi workers to South Korea for training at a Daewoo 
plant in return for Desh paying commissions amounting to 8 
percent of future sales. At the time of the training there were a 
total of 40 workers producing garments in Bangladesh, and 
Desh’s first year of operations produced $55,050 in sales on 
43,000 shirts. By 1987 the industry’s output had grown to 2.3 
million shirts. During the 1980s, of the 130 Bangladeshi workers 
initially trained by Daewoo, 115 of them had left Desh to set up 
their own garment export firms.” see, Beaudry, P. and P. Francois, 2005, 

Managerial Skill Acquisition and the Theory of Economic Development, NBER Working Paper 
No. 11451 June. (same story reported in UNDP’s 2004 Report  Unleashing entrepreneurship

and Easterly (2002),

http://www.economics.ubc.ca/files/2013/05/pdf_publication_paul-beaudry-organization-skill-management.pdf
http://web.undp.org/cpsd/documents/report/english/fullreport.pdf


Why Poverty fell rapidly in Indonesia (and in 

China, Vietnam, Bangladesh….)

 Green Revolution in the 1970s tripled rise yields 
raising the incomes of many small farmers 

 Higher farm incomes led to new spending on goods 
and services by richer farmers (Engle’s law** at 
work…).

 NIKE and other multinationals set up factories to 
export shoes and garments from Indonesia 

 Villager’s & migrants sent kids to school (with shoes).

**Engle’s law says that if people’s income doubles, they will not double 
their spending on food, instead they buy other stuff. As a result 
agriculture becomes a smaller and smaller share of the economy and 
raising farm incomes creates demand for other goods and services and 
these account for most of employment even in a small village like  
Begajah in Indonesia.





Poverty Fell sharply and then rose a bit in 

Indonesia… 
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Poverty Fell sharply and then rose a bit in 

Indonesia… a record reversal? 1987-2004



Poverty falling in BGD on track….but from 

59% in 2000 to 43% in 2010, or about 1.6% per year,  5 * 

1.6 = 8 so perhaps 35% in 2015, exactly MDG 1…    



Vietnam: done with MDG 1 in 2004… 10 

years early!    



Bangladesh growing rapidly but 

vulnerable to climate change.. 



Globalization & Capitalism made about a 

billion rich, two billion remain poor and 

about 3 billion are in the “new middle class”

 Still, many remain in severe poverty in the 
world… according to the World Bank, about a 
billion people still get by on less $1.25/day.  

 Lack mobility, cannot afford education: $1 per 
day only buys about 2250 calories of coarse cheap 
grain (no meat, few clothes– but see B&D, 2011). 

 Vulnerable to Poverty $2-$10 not poor, but risk 
falling back 

 Middle class: > $10 per day, less likely to fall 
back into poverty







Bangladesh: on track to meet MDGs?
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On track to meet MDGs


