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Abstract- Using the Household Income and Expenditure Survey (HIES) for the year 2005 and 2010, this paper focuses on 
explaining the reductions in poverty in the different administrative divisions of Bangladesh and explores the reasons behind 
these reductions. Through panel data regression analyses- both pooled and fixed effects regression models- it was found that 
the existing level of inequality in the administrative divisions plays a very significant role in determining poverty-reducing 
effects as well as prospective growth of those regions. It was found that regions with higher level of initial inequality 
experience a lower pro-poor growth in the future and vice-versa. This determines the importance of path dependence 
associated with poverty reductions in distinct regions. The paper also clearly explains how other variables such as higher 
farm and non-farm incomes, higher operated land holdings and higher urbanization rate can be the initial ingredients of a 
region’s higher pro-poor growth. 
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I. INTRODUCTION 
 
Bangladesh has made significant progress in poverty 
reduction since independence, yet the rate of decrease 
has slowed down in recent years. This is an issue of 
concern, particularly if a forecast is made on the basis 
of current trend, suggesting that the rate of decline 
may further decelerate, leaving the target of poverty 
reduction of the government at bay (HIES, 2010).  
Sen (2005) noted the predominance of capital city-
centric spatial formation in national income or 
expenditure, which is observed in other developing 
countries as well. Using Theil measure of inequality, 
Sen showed sharp increase in regional (both within 
and between) inequality in expenditure during the 
1990s. Both within-district and between-district 
components of interpersonal expenditure inequality 
were found to have increased during this period. 
More importantly, the contribution of between-
district inequality to total interpersonal inequality was 
shown to have played less important role in the sharp 
rise in total interpersonal inequality during the 1990s. 
However, relative contribution of between-district 
inequality to total inequality increased over the 
period. Although it is undeniable that capital-centric 
growth is a dominant cause of regional differences in 
poverty reduction and inequality, there are various 
other factors that may be fueling these differences. 
Although there is insufficient understanding of the 
determinants of spatial disparities in a globalizing 
world, Kanbur and Venables (2005) highlighted the 
importance of spatial and regional disparities in 
economic activity which is crucial for policy 
concerns in China, Russia, India, Mexico and South 
Africa; poverty-reducing policies in Bangladesh, 
being no exception, need to pay heed to these 
independent regional activities for better 
effectiveness. Furthermore, Ravallion and Datt 

(2002) showed how regional study can help give a 
clearer view about the pro-poor growth of an 
economy, as economic growth cannot solely cause 
poverty reduction. They have observed that a region’s 
initial conditions play a vital role in explaining the 
region-specific poverty reductions that have occurred 
in India. So, path dependence helped them to figure 
out the pro-poor growth and its prospects in the 
economy in every region.  
This paper ventures into possible causes and a 
empirical investigation of the major factors playing a 
part in the poverty reduction scenario, region-wise. 
The paper seeks to find answers from the growth 
elasticities of poverty reduction, the significance of 
fixed effects analysis among the regional 
administrative divisions and also explains the 
importance of path dependence or initial conditions 
of a region in contributing to the overall change in the 
poverty scenario or more importantly pro-poor 
growth in these regions. In so doing, I demonstrated 
how higher inequality tends to result in lower pro-
poor growth region-wise, despite an overall decrease 
in poverty in the whole country for the five year 
period of 2005-2010. 
 
II. METHODOLOGY 
 
Using the HIES 2005 and 2010 primarily, I used 
longitudinal data to explain the changes in economic 
variables between this five-year gap. In order to 
understand the importance of poverty reduction the 
methodology has been broken down into three major 
parts. Firstly, the elasticities of poverty with respect 
to agricultural income and non-agricultural income 
were calculated to explore the regional differences in 
the elasticities of these measures. Secondly, a panel 
data regression model was used to test the 
significance of various independent variables that 
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were chosen to regress the three different poverty 
measures. Lastly, the absolute poverty and the 
elasticities of poverty reduction were regressed on the 
initial conditions of each administrative divisions to 

investigate whether these conditions can account for 
the heterogeneity in impacts.  
 
III. FINDINGS 
 

Table 1 
Trend rates of poverty reduction by administrative division, 2005-2010 

 

 
(Trends calculated using natural logarithm) 
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Using the elasticities of poverty with respect to 
agricultural income and non-agricultural income, it 
can be explained that farm income has been 
particularly successful in reducing the hardships for 
the extreme poor at divisional levels per year. At a 
closer look at the country as whole, however, it is 
actually the higher non-farm income and the lower 
regional Gini coefficient which have poverty-
reducing impact all over the country. However, the 
implication of higher Gini coefficient to contribute 
less to pro-poor growth is an interesting yet logical 
finding. This can be effectively argued as it is 
economically valid that at initial stages of income 

growth or economic growth inequality tends to 
escalate as validated by the Kuznets hypothesis. 

 

 
 
A fixed effect regression analysis confirms that farm 
and non-farm incomes, regional inequality and 
government support to the poor population are all 
poverty-affecting. For instance, the rise in Gini 
coefficient can be easily attributed to the rising 
income per household in a district and consequently 
increasing the disparity among the different income 
households either enjoying increases in farm or non-
farm output or benefiting financially from the 
transition from farm to non-farm activities; this 
indicates the severity of poverty in a region to rise. 
Be it as it may, these four factors have been majorly 
and also jointly significant in reducing poverty in 
each of the districts.  
On the other hand, from the regression analysis of 
path dependence, I find that the farm and non-farm 
growth elasticities of poverty along with the absolute 
poverty measures all signify that divisions like 
Khulna and Rajshahi with lower regional Gini 
coefficients were better able not only in reducing 

absolute poverty but also achieving pro-poor growth 
in their regions. This gives me a clear indication of 
the importance of path dependence in terms of 
existing inequality in each of the division to influence 
the ultimate change in the poverty measures and the 
growth elasticities of poverty reduction. On one hand 
non-farm elasticity of poverty noted pro-poor growth 
with increasing farm income and higher operated land 
holdings, the farm elasticity of poverty on another 
hand also indicates how higher operated land 
holdings and higher urbanization rates contributed to 
more pro-poor growth. 
 
CONCLUSION AND RECOMMENDATIONS 
 
Bangladesh has already adopted several policies to 
address the achievement of pro-poor growth. The 
country has gone through major institutional changes 
coupled up with the adoption of methods to raise the 
levels of power and energy capacities, build 
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infrastructure, cultivate human resources and expand 
exports. Still it should be noted that what Bangladesh 
needs is firm, strict and thoroughly planned effects to 
ensure a more equitable distribution of income. In 
order to achieve pro-poor growth all over 
Bangladesh, we need effective yet non-standardized 
policies to address the different characteristics of the 
different divisions and initiate the pro-poor growth 
operation accordingly. At the end of it all, it must be 
remembered that living in a country like Bangladesh, 
we must strive to our utmost to accomplish 
development. Pro poor growth is just one of the 
means to achieve that development. 
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