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Executive Summary
Overview of Bangladesh Economy

The economy of Bangladesh with a GDP of US$205.3 billion in 2015 has seen positive growth in the last
decade with an average growth rate of 6% putting it to the 44" position in the world economy’. There
was gradual increase in GDP per capita in US$ from 1978 to 2015 and the achievement was much better
during the period between the year 2005 to 2015. The World Bank’s recent report titled “South Asia
Economic Focus 2015” and Economists are expecting an average growth of 7%. Agriculture sector’s
contribution to GDP declined gradually over the years whereas contribution by Services and Industry
sector is in the upward trend. Increased investment in these sectors has contributed to keep the
unemployment rate at normal level. National investment as a share of GDP has been stood at 15% in
2015 from 10% in 1980s. The country recently acquired the position of a lower-middle income country
with the GNI per capita US$1,466> and reduced its poverty rate from 48.8% to 31.5%.

With steady rise in income resulting in emergence of a middle income group and the country is projected
to be one of the top 20 Markets of the Future’, offering huge opportunities for global companies
producing various consumer goods and durables. Bangladesh is classified as the next eleven emerging
market and one of the frontier five®. It is the second most pro-capitalist population in the developed world
and is progressively integrated with the global economy through greater trade openness and selective
liberalization of some capital account transactions.

Foreign exchange and gold reserve have seen a rising trend since 2006 up until 2014. The increasing
trend is due to the rise in export earnings and remittance from abroad. Both import and export have seen
a rising trend in the last decade. From 1990 the consumer credit has seen gradual increase till date in
Bangtadesh and the total amount exceeded BDT 7,000 billion in 2015. Under the government vision
2021, the GDP growth rate has been projected for next 5 years and if this trend continues per capita
income would be nearing US$ 4,000 to place Bangladesh in the middle income country.

Demographic Dividend in Bangladesh

Bangladesh is one of the most densely populated countries having current population of 160 million plus
(est. 2015) ranked 9" in the world. Bangladesh has experienced a gradual fall in population growth since
1985 due to the Government’s initiative of improving reproductive health and family planning.
Especially Infant mortality rate has gone down tremendously, and due to low population growth rate,
Total Fertility Rate (TFR) is expected to be 2.1 in 2020, will result the stagnant population. The present
population pyramid of Bangladesh has taken a shape that refers to the term “Demographic dividend”.
Age group in between 19-40 years share 64% of the population. This age group is the main workforce of
the economy. The age structure infers strength, energy, vigor, pool of work force in the economy which
will continue for at least next two decades. That is why in other term “Demographic dividend” refers to a
period, usually 20 to 30 years. Bangladesh started gaining demographic dividend since late seventies and
recently, it has gaining most. However, it is high time to utilize this dividend through allocating
additional resources to create required industrial infrastructure besides others.

Having experienced from Asian economies who took the advantage of demographic dividend,
Bangladesh has planned different appropriate social and economic policies which includes openness to
foreign trade and investments, importantly flexible labor markets followed by rigorous and continued
investments in human capital which includes private sector participation in higher education and skills
development program by the Ministry of Labor and Manpower and Ministry of Youth and Sports of
Government of Bangladesh. This characteristic of the population has another impact in the household
income. As it reduces the dependency ratio, households’ increased income results shifting of households
from poor to lower, lower to middle, middle to upper income group. In the next two decades, in the bliss
of demographic dividend, consumption pattern in-term of size, varieties will be changed.

!World FEconomic Outlook
2 Ministry of Planning, Government of Bangladesh
* Euro monitor International
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Living Conditions and Consumption Trend of the Middle-Income Class

Of surveyed households, 85%, 15% and less than one percent spends monthly family expenditures in
between BDT 31,000 to 99,000, BDT 100,000-250,000 and BDT 250,000 plus respectively. Average
monthly expenditure of surveyed households is only BDT 90,190 per month. The major heads of
expenditures are: food (22%), education (16%), house rent (15%), salary for human (driver, maids,
cleaners, security guards, etc.) support (15%) and transportation (7%). Other expenses vary from 2 to 5%
of the monthly expenditure.

Our research has found that the middle income group of Bangladesh is highly optimistic about their
future income growth or increase and willing to increase their spending because 88% HHs believe
possessing consumer’s durables improves the overall standard of living. About 78% HHs are happy with
their current standard of living; however, 22% of the population is not satisfied with the current standard
of living due to inadequate income to support the family needs, social security concern, excessive
pollution and inadequate healthcare faculties, etc.

Commuting from home to office by personal car was reported by only 12% surveyed respondents. Major
share of the respondents (25%) were found to use public buses to go office. Respondents were found
used to travel on foot (22%), by rickshaw (16%), by three wheeler 9% and 6% by motor-bike. Seventy
percent passengers from these groups were found to be eager to avail metro rail in near future. Eating out
habit was found among 67% respondents, of them 46 % are appetite for brand fast food, followed by
tasting foreign cuisine (35%) and 15% to eat non-traditional foods. Chinese cuisine topped the chart and
Pizza hut, KFC, CP are the branded fast food restaurants.

For kitchen and grocery stuff, 90% HH still prefer wet market due to price, long habit and availability
around house. But for clothes shopping, though 95% HH were found to have attraction to go super
market for getting quality and new products but due to limited affordability only 35% HH were found
used to go to super market for shopping. Watching TV, Relaxing at Home, Reading Newspapers and
Chatting with friends are the most common entertainment avenues for the all most all surveyed
respondents. As conventional culture, visiting village home was found as popular entertainment idea at
leisure period in 73% respondents. Using credit card in shopping was not found as popular media of
transaction. Fear of bank interest is main hurdle for using credit card. Respondents were found to
purchase in cash payment. They seem to have fewer tendencies to borrow for consumption purpose.
Interest free financial and non-financial aids will help increase consumption of durable goods. Tax rebate
may also help them to purchase more durable goods.

Currently, almost 100% households possess cell phones and it was also found that they also tend to buy
the latest model, if available. Normal Refrigerator is the second highest possessed goods (97.5%)
followed by Television (96.5%), Juice blender (73.9%), Calendar (68.4%), and Desktop Computer
(40.3%) and only 11% households possess personal cars. As per respondents opinion who are planning to
buy first time or change the model of existing goods are: Laptop (48.2%), Television (45.1%), Washing
machine (41.7%), Microwave oven (40.9%), car (35%) motorbike, room heater, geezer and
dehumidifier. Price, brand and country of origin were found to be the considering factors for buying
Consumer Durables. Sending children for pursuing higher studies in abroad is growing amongst the
Middle income class, 93% respondents were found to prefer USA, UK and Australia and only 7% HHs
showed interest about Japan.

Projected Population and Projected Future Demand for Consumer Durables

Bangladesh is yet to have a fixed definition of middle income class and the income brackets and there is
no authenticated data on different income-classes. According to HIES 2010 report of BBS, nationally
BDT 33,000+ is the highest income group, which is far from reality. In absence of adequate official data
classifying different income groups in Bangladesh, the study team attempted to make an estimate of
income-wise population through applying two distinct methods. First estimate was based on HIES 2010
data upon some assumptions based on HIES data and the second estimate was made taking into account






the data of Pew Research Centre (PRC) as a reference for our income-wise population estimation. Both
methods produced income-wise population which is used as basis.

Estimated future demand for consumer durables has been made using the data produced through two
distinct analyses. The market value of the selected items will be much bigger if huge bulging lower
middle income group is also targeted as potential customers. Bangladesh is an advantageous position in
terms of demographic dividends in conjunction with GDP growth rate. In the next couple of decades
increased number of people with better purchasing power will emerge as middle income class. Therefore,
the local consumer market will expand significantly in a decade or two. As such, Bangladesh economy is
a very lucrative investment location for any foreign investors catering the increased needs of domestic
market.

Since the study findings expect to create further interest among the prospective investors about the
existing market behavior, the study team felt to present in a brief the current scenario of local production,
marketing and distribution at retail level, (although it is beyond the TOR). Basic data and information
presented in the later part of this report will provide an eye-opening for the prospective Japanese
investors having least or no idea about the current market situation. However, the section lacks adequate
data and information for in-depth analysis that may be achieved through a separate survey or research.

Conclusion

Key findings and observations on major economic indicators of Bangladesh are articulated in a way
explaining positive growth trend, total population has been analyzed emphasizing demographic changes
using population pyramids and demographic dividend of Bangladesh is identified and analyzed with
required recommended actions to utilize such dividends. Analysis of various aspects of living conditions
and consumption trend of middle income group has been done focused to consumer market demand.
Also, projected population and future demand for consumer durables has been estimated applied two
distinct methods to come up with near to accurate estimate in absence of authenticated data and while
calculating the average, the difference found within figures between the two estimates is not very
significant. Required suggestions on possible strategic role and support from the Government of
Bangladesh for developing future market has been made for both consumer goods and services (leisure/
tourism, education, health, insurance and communication services). These include fiscal and other policy
measures, infrastructure and capacity enhancement, financial services, incentive and benefits for
investors, enforcement of rules and norms of social security and safety, and promotion of new and
innovative means and ways of extending services,

All the economic indicators show a growing trend that would impact on the consumer market expansion
positively. Middle income group has aspiration for better standard of living due to income increase in
future but they prefer to buy quality of consumer durable and improved services. The international
companies need to ensure quality products and establish their Brands in the minds of the consumers.
Besides Dhaka and Chittagong, other major cities like Khulna, Sylhet, Rajshahi, Rangpur, Mymensingh
and others should be targeted as they are growing fast due to rapid urbanization. A new dimension needs
to be created in establishing second-hand market through innovative and more effective approach as it is
not new concept in Bangladesh. On-line shopping needs further campaign through applying creative
steps. Finally, the international companies need to adapt, besides other issues, to the cultural and
religious sentiments in developing a new approach of market penetration since cultural diversity plays a
major role in the demand of consumer products and services.
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CHAPTER 1: OVERVIEW OF BANGLADESH ECONOMY







Chapter 1
Overview of Bangladesh Economy

1.1 Introduction and Background

The economy of Bangladesh has seen positive and stable growth in the last decade with an average
economic growth rate of 6%. According to the WB and IMF reports, Bangladesh economy with a
GDP of US$149.99 billion based on current price in 2013 but in 2015, the GDP grew to US$205.3
billion putting Bangladesh to the 44™ position in the world economy'. With the rising economic
growth, the country recently acquired the position of a lower-middle income country from low income
country with the Gross National Income per capita (GNI) US$1,4662%. This fostered income status is
supported by the reduction in poverty rate from 48.8% to 31.5% in the last decade?, although the
incidence of poverty is still high. Bangladesh has made steady progress in reducing the poverty rate
and the country is on track of meeting its goal of reducing income disparity. Hence, there is a clear
indication of correlation between economic growth and rise in income of the country. With steady
rise in income resulting in the improvement of standard of living of the people of Bangladesh we can
easily assume the emergence of a middle income group. The growing middle income group makes
Bangladesh one of the fastest growing and highly promising economics in Asia-Pacific and is
projected to be one of the top 20 Markets of the Future*, offering huge opportunities for global
companies producing various consumer goods and durables. Members of the new middle income
classes will have the means to make additional spending in consumption, health care, education,
financial and communication services. They can also afford to buy cars, houses, smart phones,

durable consumer goods as well as branded luxury items.

Currently, in order to grasp the future spending pattern of middle income class in Bangladesh
inclusive researches and studies on the middle income group are lacking. Such research and studies
certainly could help assess the actual development of the people of Bangladesh, their domestic
consumption pattern and current and future trend of use of consumer durable goods and services. As
such, JICA commissioned this study on the middle income group that addressed these issues with
special focus on the recent demographic changes and demographic dividend of Bangladesh. The study
findings contains analysis of primary and secondary data and information on emerging middle class of
Bangladesh, their living conditions and way of life, growing expenditure pattern and trend of
consumption, existing and future possible usage pattern of consumer durables, etc. It is expected that
the study findings satisfy the needs and appetite of the prospective Japanese investors. it also reflects

prospects, possibilities and impending opportunities in the domestic market of Bangladesh which the

! World Economic Outlook

2 World Development Indicators Database

? Asian Development Bank Report on Bangladesh Poverty level
* Euro monitor International



foreign companies including those aspirants from Japan can target. Finally, JICA may re-orients its
strategic intervention in Bangladesh based upon the findings and recommendations as articulated by

the study team who are leading private sector development specialists in Bangladesh.

Global and Local Middle Class definition

Definition of Middle Income Class or Group varies from country to country. However, it means “the
social group between the upper and working classes”. In the broader sense, Middle Class has again
two divisions; upper Middle Class-social group constituted by higher-status members of the Middle

Class and lower Middle Class is used for the group at the opposite end of the Middle Class division.

The most acceptable approach to identify the Middle Class is on the basis of levels of income or
consumption, either in relative or absolute terms. The relative approach defines the Middle Class on
the basis of a middle share of income or consumption relative to the rest of the population. The
Middle Class on the basis of absolute levels of income or consumption, different thresholds are used.
For instance, a number of experts use the low threshold of US$ 2 per capita per day as the absolute
lower bound of their definition of persons who belong to the Middle Class, in order to distinguish
them from the poor. Banerjee & Duflo (2008) consider those who spend USS$ 2 to US$ 10 per capita
per day as a part of the Middle Class. Similarly, Ravallion (2009) uses the US$ 2 and the US$ 13
thresholds. The African Development Bank (2011) and the Asian Development Bank (Chun 2010)
utilize the US$ 2 threshold as well. However, these thresholds are set in global context. For a
threshold in national context, renowned economist of Bangladesh Dr. Binayek Sen considers US$ 2 to
USS 3 as middle class in his recent study “Size and Growth of Middle Class in Bangladesh: Trends,
Drivers and Policy Implications”. However, the definition of middle income is not fixed in
Bangladesh. Various economists and researchers have taken different income level for defining the

middle income group of Bangladesh.

1.2 Bangladesh Economy: An Overview

Bangladesh is a developing country, classified as the next eleven emerging market and one of the
frontier five®. It is the second most pro-capitalist population in the developed world. The country
continues to be progressively more integrated with the global economy through greater trade openness
and selective liberalization of some capital account transactions. Therefore, global economic outlook
and performance - output and trade growth is playing an increasingly influential role in the
accelerated economic growth of the country. That is why Analysts on Bangladesh Economy need to
closely watch the statistics put forth by the International Monetary Fund (IMF) in its biannual

publication of World Economic Outlook in order to make any judgment on trade development as it

5 Goldman Sachs
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impacts the overall economy. Before going for an analysis of the macro economic performance let us
have an overview of the current key macroeconomic indicators as tabled below:

Table 1.1: Performance of Key Macroeconomic Indicators

Gross Domestic Products: US$ 572 billion ranked at 337 (2015, Estimated)
US$ 209 billion (nominal) ranked 44" (2015, Estimated) -
GDP Growth Rate: 7.05% (July 2015 to March 2016, Estimated)
GDP Per Capita: USS$ 3,385 (PPP, 2015 Estimated)
GDP Per Capita: US$ 1,466 (nominal -2015)
GDP by Sectors: Agriculture 19%, Industry 30% and Service 51% (2013-Estimate)
Inflation (CPI): 6.2% (2015)
Population below poverty live:  22% (2015)
Labor Force: 87.9 million
Labor Force by occupation Agriculture 40% Industry 30% Service 30% (2015)
Unemployment Rate: 4.5% (2013)
Major Industry: RMG, Textiles, Jute, Food Processing, Paper and Pulps, Ship Building,

Pharmaceuticals, Electronics, Ceramic, Fertilizer, Footwear and Leather,
Natural Gas, Construction Materials, etc.
Total Exports $ 30.7 billion (2014-15)
Major Export Items: Apparels and Textiles, Footwear and Leathergoods, Frozen food and
shrimps, Ceramic, Pharmaceuticals, Software and 1T-enabled services, Jute,
Jute products, etc.

Total Imports: US$ 40.69 billion (2014-15)

Major Import [tems: Petroleum, Machinery and Equipment, Food staff, Raw Catton, Edible Oils,
Electronics, Iron & Steels, Automobiles, etc.

Public Debt: 22.8% of GDP (2013 Estimated)

Revenue: US$ 14.67 billion (2013)

Foreign Exchange Reserve: US$ 27.00 billion (October 2015)

Remittance Earnings: USS 15.31 billion (2014-2015)

Source: CIA and World Fact Book.

Analysis of above key economic indicators revealed a positive trend which has been outlined in the
World Bank’s recent report titled “South Asia Economic Focus 2015”. According to the report South
Asia’s average growth would be over 7.00%. About Bangladesh the report said, “With political
stability in the near term growth in FY 2016 is projected at 6.5% driven by strong consumption and
export growth. The report also stated that Bangladesh is not at any significant risk from contagion
related to recent turmoil in the international financial markets or slower growth in China. But, the
Medium-Term Macroeconomic Framework of Bangladesh as presented in the National Budget for
FY-16 may be achieved provided required structural reforms in infrastructure management and

business regulations are implemented by the government.

The BBS preliminary 6.5% GDP growth estimate for FY-15 shows a stronger economy relative to
FY-14. However, evidences suggest that Bangladesh’s GDP growth rate will be not more than 6.5%
given its demographics, feeble state of physical infrastructure and lingering political uncertainties.
However, statistics revealed by Ministry of Planning, GoB says the growth rate is 7.1% plus. In this
regard, one should look back at the IMF’s Enhanced Structural Adjustment Facility (ESAF) program
which was introduced in 1980°s had a positive impact on economic policy bringing in changes in

privatizing public industries, budgetary discipline and liberalizing import regime. But, the program
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later on failed due to lack of political stability. GDP growth pattern during the last 6 (six) five-year

plans is shown as tabled below:

Table 1.2: GDP Growth Trend
5-Year Plan Plan No GDP Growth GDP Growth  Ratio of Actualto  Per Capita GDP

Period Target (%) Actual (%) Target (%) Growth (%)
‘73-78 I 5.5 4.0 73% 1.3%
‘80-85 2™ 5.4 3.8 70% 1.5%
‘85-90 3[d 5.4 3.8 70% 1.6%
‘90-95 4t 5.0 4.2 84% 2.4%
97-02 St 7.1 5.1 2% 3.5%
‘11-15 6" 73 6.3 86% 4.9%

Source: Bnagladesh Bureau of Statistics

The above table reveals a normal pattern during 1 to 4" plan period. However, there has been a leap
from 5% plan period and 6 plan period. This has been possible due to sustainable development and
growth in a few manufacturing and service sectors. Had this trend continued per capital income would
be nearing US$ 4,000 to place Bangladesh in the community of middle income country group.
However, one thing to be kept in mind that when Bangladesh enters into middle income country, all
preferential trading arrangements meant for LDC would be gone and Bangladesh would have to
compete with tougher competitors in the global trading arena. Actual scenario of GDP growth against

its targets during year from 2011-2015 can be seen in the Figure below:

Figure 1.1: Target and Actual GDP Growth (2011-2015)
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However, under the government Vision 2021, the GDP growth rate has been projected for next 5

years as shown in the chart below:

Figure 1.2: GDP Growth Target ( %)
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But, the major Development Partners of Bangladesh have projected the GDP growth for the year 2016

which is less than what the Government of Bangladesh has targeted as shown in the Figure below:

Figure 1.3 : GDP Growth Rate targeted in 2016 by Development partners
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Source: Planning Commission, MOP, GoB

Figure below shows gradual increase in GDP per capita in US$ from 1978 to 2015 and the

achievement was much better during the period between the year 2005 to 2015 as evident from a

higher GDP per capita in 2015 as can be seen in the figure below:

Figure 1.4: GDP Per Capita (US$)
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1.3 GDP Contribution by Sectors

Table below furnishes data on GDP contribution by sectors and it shows a gradual decline of

agriculture sector’s contribution to GDP over the years whereas contribution by Services and Industry

sector are in the upward trend.
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Table 1.3: GDP Contribution by Sector

Year Agricultul: Industry Services
2000 30% 17% 53%
2005 21.2% 27.1 51.7%
2010 18.4% 28.7% 52.9%
2015 15.9% 27.9% 56.2%

" (Source: CIA Fact book)

Table above compares the sector-wise composition of GDP of Bangladesh for the year 2000, 2005,
2010 and 2015. From 2000 till 2015 agriculture sector’s share of GDP fell from 30% to 15.9%. While
Industry’s share of GDP increased from 17% in 2000 to 27.9% in 2010. The service sector saw its

share of GDP increase from 53% in 2000 to 56.2% in 2015. Recent data indicates dominance of

industry and services in the economic growth due to increased investment in these sectors that

contributed to keep the unemployment rate at natural level. Figure below graphically shows GDP

contribution by Sectors:
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Figurel.5: GDP Contribution by Sectors (1999-2015)
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From various studies it has been found that while the growth of labor force and total factor

productivity have contributed to GDP growth, the important growth driver in Bangladesh has been

capital accumulation. The national investment as a share of GDP has grown steadily over the years

starting from a low level of 10-15% of GDP during 1970s and 1980s. However, the rate accelerated
from early 1990s to reach 26.3% of GDP by FY 2010 (as shown below). Much of this investment
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came from the private sector, whereas public sector investment has been low and on a declining trend.

The total investment showed modest progress during the 6™ plan period.

Figure 1.6: Investment as % of GDP
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Along with increasing investment rate there is evidence of growing average capital intensity of
production output ratio (ICOR). This increasing capital intensity of production effort is consistent
with global experience of transition from low income to middle income status. Since the country
transforms to a manufacturing and services based economy, capital intensity of production grows.
Recognizing the importance of investment to support higher GDP growth the sixth five-year plan

targeted an increase in investment rate. However, actual performance failed to achieve the target.

Table 1.4: 6th Five-year Plans Performance

Investment Rate (% of GDP) Base Year (FY-10)  Target (FY-15)  Actual (FY-15)
Public Investment Rate 4.7 7.2 58
Private Investment Rate 21.6 27.1 22.1

Total Investment Rate 26.3 34.3 279

Table 1.5: 7" Five-year Plan Investment Projection (% of GDP)

Investment Financing Source  FY15  FY16 FY17 FY18  FY19  FY20

Gross Domestic Investment 27.6 30.1 31.0 31.8 327 344
Private Investment 22.1 23.7 23.9 24.4 25.1 28.6
Public Investment 5.6 6.4 7.1 7.4 7.8 7.8
National Savings 271 29.1 29.7 30.2 30.7 32.1

Foreign Savings 0.5 1.0 1.3 1.6 2.0 23

Source =7" Five year Plan Projections
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1.5 Inflation and Income Scenario

Inflation

During 2011 Bangladesh experienced the highest inflation rate which had also been highest in South
Asian countries. However, adoption of an appropriate monetary policy stance by the central bank
(Bangladesh Bank) the inflation rate was brought down to an affordable level. This has been evident

from the trend of last 3 years as shown in the table below:

Table 1.6: Rate of Inflation as measured by CPs base (*05-06)

Inflation Rate March 2016 September 2015 September 2014 September 2013
Point to point 6.24% 6.84% 7.13%

12 Month Moving Average 5.65% 6.24% 7.22% 7.37%
Source: BBS

The monetary policy has been successful in cutting down inflation. This could be attributed to
favorable agricultural production, decreases in international commodity prices, specially petrolueum
products minimum supply disruptions (both natural and man-made) due to less calamities. The
improvement in domestic front in different sectors could contain inflation if political stability could be
ensured. The latest analysis provided by BBS statistics states that during March 2016 inflation in
urban area hasd been 7.27% whereas that is in rural area was 4.74% . As per Ministry of Planning

inflation rate has been down below 6% after 40 months.

Income Scenario

Recently, a new pay structure for government employees and armed forces was declared by the
government. Although this is to cover only a part of the total population it could be an influencing
factor or reasons for the private sector employees expecting an enhancement in their salaries, as there
are previous instances. As per the new pay scale basic salary has increased by 95% (to stand at BDT
78,000 fixed) and in the lowest grade by 101% (to become BDT 8,250). The pay scale has also
incorporated an annual increment system where employees will get 4.5% for 5™ grade and 3.75% in
2™ grade and 4% in the 3" and 4™ grade. Besides normal festival bonus, employees will get 20% extra
bonus as Bangla New year bonus. In the 8" pay scale for Government employees, the Government
included this incentive. Total amount of money required to meet this new pay scale is around BDT
2,382.80 million. This amount once injected into the economy it will have a significant impact on the
consumption pattern. Again, some aspirant people may spend a part of it against one or more of the

consumers’ durables listed in the TOR.

Pattern of Disposable Income
With the growth of the economy, disposable income has also increased from 1990 and the increasing
trend of growing disposable income has begun as indicated from the Figure below. However, the

growth pattern has been more or less the same till 2012. From 2014 the disposable income of the
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economy has nearly doubled. In the last 5 years, there has been high rate of investment. The impact
of high investment is never instant,therefore the increase in investment rate had a lagged effect which
resulted in disposable income to be double. However, it is to be looked into how disposable income
has been shared by the rich and the poor. Mere increase in the disposable income does not mean that
there would be a change in the pattern of consumption of thee consumers. Growth strategy followed
by Bangladesh has resulted in changes in the distribution of income between the rich and the poor.

This situation better explains in the graph shown below:

Figure 1.7: Trend in Disposable Income
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However, household income and expenditure survey (HIES) data shows that share in total income of
the richest 30% was 62.40% and the share of the poorest 30% was 7.74% in 2000 with change to
63.29% and 9.32% respectively in 2010. On the other hand, the middle 40% have raised their share in
total income from 26.86% in 2000 to 27.37% in 2010. The figure below explains the share of income
further:

Figure 1.8: Income Sharce of the Population
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1.6 FDI Flows, Remittance, Foreign Currency Reserve and Balance of Trade Scenario
During the period from 2011 to 2015, the total amount of FDI inflows in Bangladesh in different
forms has shown gradual increase from an amount of US$ 1,136.38 million in 2011 to an amount

exceeding US$ 2.0 billion in 2016°. Table below presents data on FDI inflows in Bangladesh:

Table 1.7: FDI Inflows in Bangladesh during 2011 to 2015

DT mtlows

Jan-Jun 436.52
Jul-Dec 699.86 300.21 256.01 143.64
Total 1,136.38 431.85 489.63 214.9
Jan-Jun 495.02 153.89 286.34 54.79
Jul-Dec 797.54 343.74 301.19 152.61
Total 1,292.56 497.63 587.53 207.4
Jan-Jun 933.09 417.29 344.45 17135
Jul-Dec 666.07 o8N 352.66 189.64
Total 1,599.16 541.06 697.11 360.99
Jan-Mar 4475 717 246.42 129.38
Apr-Jun 366.77 38.37 196.7 131.7
Jul-Sep 341.1 51.06 260.08 29.96
Oct-Dec 395.91 119.17 285.61 -8.87
Total 1,551.28 280.3 988.81 282.17
Jan-Mar 606.92 195.69 330.5 80.73
Apr-Jun 489.94 162.11 265.15 62.68
Jul-Sep 598.08 224.91 244.38 128.79
Total (Jan-Sep)  1,694.94 582.71 840.03 2722

Source: Foreign Investment & External Debt (FIED) Division Statistics Department. Bangladesh Bank

The FDI inflows have seen an increasing trend from 2011 to 2015. Reinvestment of the earning by the
existing foreign companies has been increasing since 2011 which shows how lucrative the economy
of Bangladesh is for further investment. The equity capital has also been increasing in this period

showing new investments by foreign companies are being made.

Remittance Earnings
Inflow of remittance has supported the Current Account, which has grown by 7.6% in FY 15 as

opposed to negative growth of --2% in FY- 14.The upward trend in remittance growth in 2015 has

& Bangladesh Bank web site: www.tradingeconomics.com
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reflected the buoyancy in Remittance to South Asia as a whole. The manpower in-take by Saudi

Arabia and UAE has increased by 7% and 3% respectively in FY-15 compared to those of Qatar

(20%), Oman (30%), Bahrain (21%) and Malaysia (30%). Government policy has been supportive of

the outward migration of workers. Banking support for mobilization of remittance, fiscal incentives

(tax free inflow) and a stable exchange rate also helped a lot.

Figure 1.9 : Remittance Earnings in Bangladesh

Source: BB Economic Year Book
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Despite the deficit in the current account foreign exchange reserve grew to a surplus in BOP standing

at all time high at $26.38 billion as of September 2015 This reserve can act as a buffer during times of

Balance of payment crisis. The reserves as of September 2015 will provide coverage for about 6-9

months of imports making it safe and comfortable for an emerging country like Bangladesh.

Table 1.8: Foreign Currency and Gold Reserves

Year Amount in US$
A 2006 3,877,163,417
2007 5,277,479,283
2008 5,787,356,028
2009 10,341,543,633
2010 11,174,826,634
2011 9,174,751,649
2012 12,754,226,945
2013 18,087,689,732
2014 22,319,791,708

Source: World Bank web site
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The foreign currency and gold reserve have seen a rising trend since 2006 up until 2014. The
increasing trend is due to the rise in export earnings and remittance from abroad. A high foreign
currency and gold reserves will ensure reduction in Bangladesh’s dependence on Foreign Aid, which

proves the economy’s increased development nationally and internationall y.

Balance of Trade Scenario

During the last decade Bangladesh Current Account Balance was in the positive which turned into
negative during the FY 2015 to US$ 1.65 billion from a surplus of US$ 1.4 billion in FY-2014. This
was due to poor growth in exports (3%) which was overshadowed by a growth of 11% in imports of
other components of this current Account also failed to fare well except remittance. However, the
deficit should not be taken to be a matter of concern as long as it remains within 1% of GDP as is

accepted in the developing country, like Bangladesh during the first quarter of FY -16..

Export and Import Trends

The trend in import and export has both seen a rising trend in the last decade. However, the imports
have seen higher than exports and the Balance of trade has always been negative in the last decade.
This is very normal for a developing country like Bangladesh. However, the Balance of payments was

positive, owing to the high remittance earnings from abroad to cover up the negative balance.

Figure 1.10: Trends in Import and Exports
(Amount in billion US$)
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When analyzing based on the most recent data on exports for the period 2011-2014, of the major
commodities of export, RMG had the highest share as usual and has also seen increase is export share
in the mentioned period. Jute exports have fallen in this period as well as the exports of Fish and
Shrimps. However the leather industry seemed to have done good business internationally as their
exports have increased in the mentioned period as per the data. From the data it can be understood that
the variety of export items is very necessary. The country’s export is very much dependent on the
RMG sector.
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Table 1.9: Major Commodities of Export

M Cormpditics 132014 I 2O ] hnges

- Amount % of Amount %of  Amount % of

- I 2 3 (1-2) (1-3)
“ Readymade garments 1466266  82.1 1282692 80.6 1201473 784 183574 26479.3
- 1) Knitwear 824253 462 727064 457 70909.8 463 9718.9 11515.5
- 2) Woven garment 64201.3 36 55562.8 349 492375 311 8638.5 14963.8
- Jute manufactures 5316.6 3 5987.8 38 5200 34 6712 116.6
— Fish, Shrimps and Prawns 4097 23 3580.2 23 4758.2 3.1 516.8 -661.2
- a) Fish 641.8 04 766.8 05 1102.8 07 -125 -461
- b) Shrimps and Prawns 3455.2 1.9 28134 1.8 36554 24 641.8 -200.2
“ Leather and Leather goods 6863.6 38 5398 8 34 4264.9 28 1464.8 2598.7
- a) Leather 3759.8 2.1 2869.1 1.8 24372 1.6 890.7 1322.6
- b) Leather manufactures 3103.8 1.7 2529.7 1.6 1827.7 1.2 5741 1276.1
- Home textile 3862.1 22 3315.6 2.1 3608 24 546.5 254.1
— Raw Jute 948.1 0.5 1681.3 1.1 1866 1.2 -7332 -917.9
- Petroleum products 535 03 825.1 0.5 971.8 0.6 -290.1 -436.8
“ Terry towel 105.9 0.1 192.5 0.1 928.8 0.6 -86.6 -8229
“ Bicycle 377 0.2 4622 03 407.1 03 -85.2 -30.1
“ Pharmaceutical Products 507.5 0.3 4656 03 3912 03 419 1163
“ Handicrafts 579 0 52.1 0 42.1 0 5.8 15.8
- Tea 16.3 0 182 0 28.6 0 -1.9 -123
“ Fertilizer 0.8 0 0.6 0 129.8 0.1 0.2 -129
“ Others 9240.2 S, 8861.6 5.6 10480.7 6.8 378.6 -1240.5

Import Composition and Growth (FY-15)

Higher growth 11.3% in FY-15 imports gives a positive indication regarding investment and
economic activity, particularly, when 78% of these imports comprise capital machinery, intermediate
goods and industrial raw materials and only 14% of total imports consisted of goods.

Table 1.10: Import Composition of Growth

Prepared foodstuffs beve't-‘a-ges-,-spirits and vinegar, tobacco and 1609.9 13804 -229.5 ‘
manufactured tobacco substitutes

Textiles and textile articles
Machinery and mechanical appliances, electrical equipment,parts T 4970 5430.2 460.2 [
thereof and etc. '
Mineral products 6081.2 5328.8 -752.4 :
Products of the chemical or allied industries 31829 3478.8 295.9 |
Vegetable products 3564.3 3245.9 3184 |

; Base metals and articles of base metal 26573 2949.4 292.1 |
Vehicles, aircraft, vessels and associated transport equipment ‘ 2002.8 2108.2 105.4 ‘
Plastics and articles thereof, rubber and articles thereof 1793.3 1845.2 51.9 |
Animal or vegetablé fats and oils, their cleavage products, prepared 1781.5 1597.4 -184.1 |

‘ edible fats, animal or vegetable waxes

|

|

|
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Pulp of wood or of other fibrous cellulosic material, waste and scrap 627.8 598.3 -29.5
of paper or paperboard, paper or paperboard and articles thereof
Live animals, animal products 340.9 380.8 39.9

Optical ,photographic, cinematographic measuring, medical or 261.3 277.8 16.5
surgical instruments and apparatus, clock and watches, musical
instruments, parts and accessories thereof

! Miscellaneous manufactured articles 212.5 228.7 16.2
Arms and ammunition, parts and accessories thereof 168.6 124.5 -44.1
Articles of stone, plaster, cement asbestos, mica or similar materials, 128.6 1154 -13.2
ceramic products, glass and glassware

' Raw hides and skins, leather, furskins and articles thereof, saddlery 77.2 1129 35.7

. and hamness, travel goods, handbags, articles of animal gut

 Wood and articles of wood, wood charcoal, cork and articles of cork, 108 87.9 -20.1

' manufactures of straw, of esparto or of other plaiting materials,
. basketware and wickerwork

Footwear, headgear, umbrellas, sun umbrellas, walking-sticks, seat 45.9 52.2 6.3
- sticks, whips, ridding-crops and parts thereof, prepared feathers and
| articles made therewith, artificial flowers, articles of human hair
Natural or cultured pearls, precious or semi-precious stones, precious (W] 7.6 -7.4
metals, metals clad with precious metal, imitation jewelry, coin
Goods and commodities not included elsewhere 5.8 1.8 -4

(Source: Bangladesh Bank web site)

1.7 Urbanization and Growing Consumer Credit Market

Likewise in other countries, rapid urbanization is also taking place in Bangladesh and every year a
portion of rural people are migrating (0.46 out of 1,000) to urban areas due to better education,
employment and livelihood. The share of urban population is 34.3% of the total population and it is is
increasing every year. It is further found the rate of urban population growth had an average of 4%
indicating the growth of urban cities in Bangladesh. The increasing growth of urban population is
indicating effective engine of economic growth and socio-cultural development. In pure economic
terms, besides contributing to the national economy, urbanization also creates new and expanded
consumer market that necessitates HHs procuring various consumer durables for rapid tweaking with
urban life style. Therefore, consumer credit is one of the most important tools which caters the
increase consumer spending of HHs. From 1990 the consumer credit has seen gradual increase till
date and the total amount exceeded BDT 7,000 billion in 2015 as shown in Figure 1.11 below:
Figure 1.11: Flow of Consumers Credit from 1990-2015
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Chapter 2
Demographic Dividend of Bangladesh

2.1 Demography — its way path

Bangladesh is one of the most densely populated countries in the world ranked 9% on the basis of
density and is ranked 8" in the list of countries by population. The country’s current population is 160
million (est. 2015) with male to female ratio of 0.95 male(s)/female. The population grew over the last
four decades at an average rate of 2%. The table below shows the total population in different times.

Table 2. 1: Population of Bangladesh (2015 and Historical)

Year Population Population Growth Rate
1975 72,265,173 1.74%
1980 82,498,440 2.68%
1985 94,287,722 2.71%
1990 107,385,847 2.64%
1995 119,869,585 2.22%
2000 132,383,265 2.01%
2005 143,135,180 1.57%
2010 151,125,475 1.09%
2015 160,411,249 1.20%

Source: Bangladesh Bureau of Statistics

From the table above it can be seen that Bangladesh has experienced a gradual fall in population
growth from the year 1985 where it had the highest growth rate. The fall in population growth rate has
been achieved due to the Government’s initiative to control the population growth by vigorous
campaign on improving reproductive health and family planning policy. Let us now focus on how the
Government initiative has impacted the population growth over the years. From the figure below we
can see the Crude Birth Rate (CBR) graph. Crude birth rate indicates the number of live births
occurring during the year, per 1,000 people. The graph explains that the Crude Birth Rate (CBR) has
shown a decreasing trend over the years. Moreover, we can see from the figure below a similar trend
in Crude Death Rate (CDR). Crude death rate indicates the number of deaths occurring during the

year, per 1,000 people.
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Figure 2.1 showing that there has been a consistent decline in both CDR and CBR due due to two
major factors, one is women empowerment delaying the marriage age and the other being the scope of
opportunities opened up for rural women in the readymade garment factories in Bangladesh. The
recent report of UNICEF namely “The Levels and Trends in the Child Mortality Report 2015" states
that the under 5 year’s mortality rate in Bangladesh has come down by 73% in the last 25 years

resulting population boom over the last two decades that contributed into demographic dividend.

2.2 Projected Population Growth and Age Distribution
Based on the above population trend projected growth rate of population in Bangladesh has been

made until 2050 with an interval of five years starting from 2020:

Table 2.2: Projected Growth Rate of Population
Total Projected Population (000) Projected Growth Rate (%)

Year

2020 170,467 IRC
2025 179.063 i 0.98

2030 ) 186,460 0.81
2035 192,500 - 0.64
2040 = 197,134 0.48
2045 200381 0.33 =
2050 202,209 0.18

Source: UN Department of Economic and Social Affairs
Table above presents the projected growth of the population of Bangladesh. As per projection, the
population will be increasing but at a decreasing rate. By analyzing the world economic trend and
keeping in mind the consistent 6% plus GDP growth of Bangladesh, will impact in GNI as the
population growth will have decreasing trend. Table 2.3 presents a trend in the population by different
age groups ranging between 1950 and 2015. Most interesting revelation from this Table is the groups

between age group 15-24, 25-39 and 40-64 are the most vital and vibrant workforce of Bangladesh.

Table 2.3: Population by Different Age Groups

Period 5-2: 5 Ratio of Working

Population to
Dependent Population

_ 32,138 11,382 13,364 12,210 2,153 1.08
1980 36,488 15472 13,386 13,533 2,484 1.09
1985 40,772 19,315 15,309 14,833 2,787 1.14 B
1990 44,871 21,817 19,321 16.671 3,303 1.20
11995 47,300 24263 24817 18,065 3,982 131 o
2000 48670 27541 29217 20,832 5,020 145
12005 49272 29.708 32,994 24876 6,079 1.58
2010 48711 30,425 36,162 29214 7,105 172
2015 47408 31,349 39,804 34,328 8,007 190

From the table above, it can be established that, with the growth in population, the age group of 15-24

and 25-39 have seen the highest growth rate over the years compared to the rest of the age group
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cerating solid workforce and thus it reduces dependency ratio. This implies that the biggest share of
the current population is young. Now, from the table above, a population pyramid in drawn as shown

in Figure 2.2 below:
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Figure 2.2 Population Pyramid of Bangladesh

Population pyramid shows that major share of population belongs to age groups 15 to 40 years who
are the major workforce of Bangladesh with strength, energy, vigor and having potential to contribute
to overall productivity towards accelerated economic growth. This advantage of the age group is
expected to continue in future which refers demographic bonus for the country. This can be evident by
comparing the population pyramids drawn on past (1950 and 2010) and future (2050 and 2100)

scenario as shown in Figure 2.3 below:
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Figure 2.3: Changing Age Structure : Past and Future
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A projection has been made taking into account the trend of population growth of Bangladesh (Nabi,
2012). If we analyze the projection of Changing Age-Structure as shown in Figure 2.3, we see the
possible reduction in the dependency ratio. This means, more working age population and less young
and older dependent population. From the rising trend in the country’s economic growth and after
reaching the expected middle income status, the projected working age group will greatly contribute
to the future economic growth. In consequence, it will increase overall consumption and create higher

demand for new and innovative goods and services including the selected consumer durables.

23 Demographic Dividends

Demographic dividend can be measured by the the ratio of working population to dependent
population and if it is more than 1 meaning the country gains demographic dividend. Demographic
dividend refers to a period — usually 20 to 30 years; when birth rates decrease due to significant
reduction in child and infant mortality rates. Although Bangladesh started gaining demographic
dividend in the year 1975 at a very negligible rate however in the year 2005 the ratio of working
population to dependent population crossed 1.5 times and moving upoward further as can be seen in

the figure shown below:

Figure 2.4: Ratio between workforce and Dependents

1975 1980 1985 1990 1995 2000 2005 2010 2015

This has created a window of economic opportunity that can be expressed as demographic dividend of
Bangladesh (Shohag, 2015). Renowned Economists have distinguished following 4 ways in which the

benefits of demographic dividend can be achieved in general:

a) Growing size of the working-age population will result to increased labor supply. But, this will
greatly depend on the economy’s ability to absorb and efficiently employ additional workers.

b) Reduction in dependency ratio will positively influence savings which in turn will increase
investment in the economy.

¢) Fall in fertility will significantly reduce economic pressure on the households, which in turn will
influence the parents to make more investment in children’s health and education, leading to a
healthy, educated and more skilled labor force in the future and thus forms human capital.

d) Increase in local demand due to rise in per capita income and reduction in dependency ratio.
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The evidence of demographic dividend can be better understood when we look into the East Asian
Economies. Those economies benefitted from the knowledge, experience and technology of other
countries which had already passed through the demographic transition. The Asian economies were
able to take advantage of the demographic dividend because of their appropriate social and economic
policies which includes openness to foreign trade and investments and more importantly flexible labor
markets followed by rigorous and continued investments in human capital which includes education
and public health. About one-third of economic growth between 1965 and 1990 in the East Asian
countries is attributed to demographic dividends. (Raihan, 2016) Recently, in an article compared an
East Asian country (Malaysia) with a South Asian country (Bangladesh) where we can find that both
Malaysia and Bangladesh, during 1990 and 2010, were experiencing rising demographic dividends
which is one of the major contributors for the rise in their per capita incomes. Detailed explanation

has been shown in Appendix-1.

Finally, the policymakers and social scientists of Bangladesh confidently discuss about demographic
dividend as if the benefits are bound to happen and within grasp. However, many developing
countries, including Bangladesh, will not be able to achieve this economic benefit without appropriate
policies and substantial investments in a number of areas. There is little scope to waste time by
postponing fast, effective and decisive actions to make all these things happen sooner. Otherwise, the
'demographic dividend' will be lost as the current bulge in the country's working-age population will
transform into a bulge in the elderly population within the next one decade or so. Hence, the so-called

demographic dividend could easily turn into a huge demographic burden.

2.4 Bangladesh Labor Market

Bangladesh being a geographically small country has a massive population of 160.23 million people
(2016) and a labor force covering around 78.9 million people (The World Bank) with an average
2.05% growth rate of labor in the last 5 years. Labor is often considered to be Bangladesh’s most
precious resource. This valuable resource with perfect planning has the potential to unleash a rapid
transition towards prosperity. With abundant labor, Bangladesh is provided the comparative
advantage in production of labor intensive goods. Below is the age profile of the labor force collected
from the latest Labor Force Survey 2013 and 2005. From the Figure 2.5 below we see the growing

age group of 30-64, indicating a more experienced workforce at present.
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Figure 2.5: Growing Age Group of 30-64 Years (More Experienced)
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The detailed labor market analysis will be done in 4 segments, starting with:

2.4.1 Sector-wise Labor Force

Although contributing only 16% to the GDP at present, agriculture sector holds the maximum share of
employed labor force which is 45.1%. The share of labor has decreased in comparison to 2005 for the
agriculture sector, while the share of labor has increased for the industrial sector. For an economy to
develop, it cannot depend on the agricultural sector for long given the current area of land of
Bangladesh, which is 40% of Japan. Thankfully, the industrial sector and service sector have been
greatly contributing to the country’s economic growth for a long time. But, the rate at which labor

share is increasing in the industrial sector is not yet very satisfactory. More jobs in the industrial

Figure 2.6: Sector-Wise Labor Force
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sector need to be created to cater the growing labor force. However, taking into consideration of the
geographical, cultural and economic condition, Bangladesh may not be able to drastically change into
an industrial economy without skill training and changing the perception. It is the agricultural sector

that keeps the unemployment rate so low for a developing country like Bangladesh.
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2.4.2 Gender-wise Labor Force

As per the recent data of Labor Force Survey, Female labor force population increased to 18.1 million
in 2013 from 12.1 million in 2005 and the male population increased to 42.5 million in 2013 from
37.3 million in 2005. As we analyze the labor force, we firstly look into the labor force participation
rate of the population. As per data of World Bank, we generate a graph below for a better graphical

presentation shown in Figure 2.7:

Figure 2.7: Percentage of Labour Force Participation Rate by

Gender
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According to data of World Bank on female and male LFPR, it is seen that female LFPR went
through a continuous rise from 2000 while the male LFPR has decreased from 88.7% to 84.1%. Rise
of female LFPR to some extent has been due to the initial low value of Female LFPR. But, the overall

LFPR has declined heavily since 1990 as can be seen in the Figure 2.8 shown below.
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Figure 2.8: Labor Force Participation Rate
One of the most evident reasons for a fall in LFPR would be the ageing population due to fall in death
rates. Similarly, the participation rate for younger workers (age 15 to 24 years) has been on the
decline indicating that young workers are more likely to stay in school longer for higher education as
evident in Figure 2.9 below showing gradual decline of annual school dropout rate over the period
from 2005-2014 :
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Figure 2.9: Year-wise School Dropout Rate 2005-2014
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Labor force participation takes into account both employed and unemployed population. Now as we
do a gender based analysis of the employed population we can see from the Figure 2.10 below the
increasing trend of both male and female population. This indicates two things; F irstly, the country
has been generating new jobs, trying to keep the unemployment rate stable. Secondly, we see
increased job for female in the work force, which is a very good sign. The evident women

empowerment in the economy is vital for the growth of the country.

Figure 2.10: Percentage of Female Labour Force Participation Rate
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However, a major concern for the labor market is the under employment issue. Underemployment can
be defined in terms of either willingness to work more hours compared to the actual hours or in terms

of work input lower than a standard hour.
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Figure 2.11: Trend of employed persons by gender
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The table presented below shows that during the period of 2000-2010 female underemployments have
incrcased and the difference between male and female underemployment is huge.

Table 2.4: Underemployments Situation 2000-2010

Year Male Female All
2000 6.6 31.5 14.2
2005 3.7 40.1 12.6
2010 7.4 52.8 16.6

2.4.3 Skill-wise Labor Force

For an economy that wants to place itself on the path to development innovativeness and quality of
education is very crucial. Education defines the skill of a worker can be acquired through both general
and technical education. Proper schooling and education is vital to ensure a productive workforce in
present and future. Although, the educational attainment trend has improved since 2005, it is still not
at satisfactory level. The number of unskilled labor is still at a very high level along with a very low
proportion of skilled labor in the market. The existing government owned Technical and Vocational
Training Institutes (TVTI) are yet upgrade their areas of skill training based on market demand to
create a huge pool of skilled labor force. New areas of skill training that TVTI plans to offer includes
Mechatronics, Computer science and Technology, Data Tele communication and Networking,
Electromedical, Mining and Mine Survey, Environmental Technology, Instrumentation and process
control, Construction and Telecommunication. To reap the advantages of demographic dividends,
skill training and education is crucial element requires extensive support from the government.

Table 2.5: Skill-wise Labor Force

Labor 2005 (%) 2010 (%) 2013 (%)
Skilled (Tertiary+others) 2.88 3.80 5.80
Semi-Skilled (Higher Secondary) 3.00 3.70 6.00
Unskilled (None+Primary+ Secondary) 94.12 92.40 88.10
Total 100 100 100
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Again, the literacy rate of the country has increased in the past decade, but the number of skilled labor
is still at a very low level. The slow rate of increase in skilled labor is a matter of great concern.
Immediate attention of the government as well as the private sector is important in this sector. To
understand the skill-wise labor force analysis, we need to look into the formal and informal sector of
the labor market also.

Table 2.6: Formal and Informal Labor Force

Sector 2005 (%) 2010 (%) 2013 (%)
Informal’ 86.08 87.5 86.9
Formal 13.91 12.5 13.1

Formal labour is any sort of employment that is structured and paid in a formal way. Unlike the
informal sectorof the economy, formal labour within a country contributes to that country’s gross
national product. Formal employment is more reliable than informal employment. Generally, the
former yields higher income and greater benefits and securities for both men and women A si gnificant
amount of people of Bangladesh joins the informal sector regularly. Table above shows that the
period of 2005-2010 has shown rise in growth rate of the informal sector, but in 2013 the share of
labor from the informal sector has slightly reduced. When we further look into the Labor Force
Survey data of 2013, we find the informal sector employment in Rural sector is around 3 times the
number of employed persons in Urban area with the reasons being, most of the rural population are
involved in agriculture and small business related services and sales. Moreover, if we analyze further,
we find that the informal employment amongst the female population is higher (90.3%) than that of
the male (86.3%). But, the growing urban middle income class engages increased number of
household workers (maids, caretaker, babysitters, security, etc) with increased participation of

husband and wives in the corporate world, demand for such informal groups is expected to increase.

Workers from the Informal economy receive 35% lower wages than formal sector on average. Most
of the unskilled or less educated population is usually involved in the informal market. To keep
consistency in the economic growth, the inclusion of the workers in the formal sector is very crucial.
With such a massive population employed in the informal sector the government is losing potential

tax revenue and the economy is running with a very less productive workforce.

2.44 Migrated Labor Force

Labor migration has been an integral part of Bangladesh's economic and social development since the
last few decades. Labor migration has ensured stability to a foreign exchange reserve and have created
many job opportunities for the massive labor force of Bangladesh (both skilled and unskilled), which

has also contributed in keeping the unemployment rate at a very low level. With the rate of

" Informal sector means sectors of employment not covered by the National Wage Board
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urbanization still at a high rate, indicating internal migration, but the international migration has been
very crucial for the economy of Bangladesh. International migration opened additional pathways for

the government to attain its long term developmental goals.

In 2015, a total of 538,667 workers have migrated overseas from Bangladesh to take up
employment. In 2014, the total number who went was 425,684. In 2013, it was 409,253. Compared
to 2014, this year migration flow has increased more than 30%, while when compared to last four
years combined, it increased by 35%?®. Since January to November 2015, a total of 91,858 female
workers has gone abroad to take up employment. This is more than 19% of the total flow of the year.
In 2014, the number of female migrant was 76,007 and again it was 18% of the total flow. As per
recent statistics, just about 80% of the workers, who migrated in 2015, went to the Gulf and other
Arab countries. The average flow of migration over the last 39 years also represents the same scenario

(82%). The remaining 20% went mostly to different South East Asian countries (125,492).

A research book named 'Impact of Migration on Poverty and Local Development' published by SDC
and RMMRU in 2015 displays the period of 2014 and 2015 migration cost in average. For male the
cost is about BDT 380,000/= whereas female migrants spent about BDT 100,000/= as migration cosL.
The report also writes that male migrants remit about BDT 200,000/= a year. On the other hand,
female migrants remit BDT 80,000 a year. While female migrants earn less than male migrants, they
remit 90% of their total income, while the male migrants remit only 50% of their income. A
comparative study which took place recently among both migrant and non-migrant households shows
that annual income of the household with international migrant is BDT 260,000. And annual income
of non-migrant household is BDT 114,000 while national rural annual average income is BDT

115,000/=

According to the Bangladesh Bureau Statistics 26% of the rural population is living under the poverty
line. SDC and RMMRU survey found that only 13% of international migrants' family is living under
poverty line, whereas 40% of non-migrant family and 46% internal migrants' family live below
poverty line. A current research study conducted by RMMRU and RPC found that migrants'
households spend much more money for primary and secondary level education than non-migrants'
household. But for higher education they spend less money comparing to non-migrants' household.
From the data collected, it could be assumed that migration is one type of impediment for higher

education among the poor people.

8 The Daily Star
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2.5 Future Entry into Labor Market

Bangladesh is the eighth most populous country in the world and its population is projected to grow to
more than 202 million by 2050. Normally, the large size of population has traditionally been
considered a barrier for rapid growth in low income country. But, the recent studies indicated two way
positive interactions between population and economic growth. Especially in terms of its changing
age structure. Changes in age structure lead to decline in dependency ratio, which favors higher
economic growth. It has been observed that demographic transitions across the world suggest that as
income increases child dependency ratio declines while old age dependency ratio rises in low income
countries. In Bangladesh between the years 1950 to 2020 the country’s total dependency ratio fell by
24% from points 82.3% to 58.3% due only to fall in child dependency ratio.

Healthcare products and Insurance services may experience a gradual improvement in Bangladesh as
the income level rise may parallel to the rise of elder educated health conscious people. On the other
hand, in case of working age population the number will rise from 17.9 million (54.8% of total
population) in 1950 to 83.5 million in 2010 and it has been projected to reach its peak of 137 million
(69.5% of total population) in 2040 and thereafter, it will start to decline to 136 million (67.3% of
total population) in 2050. This shows that the size of the country’s labor force will increase by nearly
53 million during 2010-2050. This will give a wide window of opportunities for Bangladesh to raise

economic growth by developing its human capital and attracting FDI in labor-intensive industries.

As a result, higher economic growth will ensure increased per capita income and purchasing power
parity (PPP) among the people and there is a definite possibility of influx of low income people in the
middle income bracket and thus, they are expected to pursue increased overall consumption including

a desire of availing new and innovative goods and services like in the developed economies.
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Chapter 3
Living Conditions and Consumption Trend of Middle-Income Class

Besides desk research, the study team also conducted a field survey on 1,038 families for collecting
primary data applying the most appropriate and poven methodology (Appendix-2). A well-structured
survey instrument was developed to ensure required primary data collection and the questionnaire is
attached (Appendix-3). The study findings revealed the Households’ (HH) existing living conditions
and consumption pattern and trend of the emerging middle-income class like lower middle income
and upper middle-income groups having monthly income ranges from BDT 31,000-99,999 and BDT
100,000-250,000 respectively. Subsequent sections explain various findings of the field survey:

3.1 Basic Profile of Respondents (Middle Income Households)

A total of 1,038 Households (HHs) were interviewed where the majority of the respondents are
female housewives (28.1%), however, they were requested to provide information about the heads of
the families. More than 73% of them belong to age group ranging from 25 to 55 years, while only
around 5% are above 65 years who are mainly retired and elderly persons. More than 58% of the
respondents’ families heads are found educated individuals (i.c. Bachelors and Masters), and 27.6%
went to colleges while 14% could not enroll for college education. In terms of profession, more than
47% family heads are businessmen, while 38% are service holders either in government and private
sector and around 7% are professionals. Only 125 (12%) families are found where both husbands and
wives earn. In most cases, number of earning member per family ranges from 1-2 persons while 1.1%
families do not having earning member and they survive on their house rent and other sources of
income. More than 65% families are having 1-2 student members, while more than 15% families
having 3-4 students. The study also investigated the size of family where it is found that more than
60% families are having 2-3 members, while around 15% families having 4-5 members, more than
25% families having 6-10 members and there are families having even 11-20 members, but the

number is least.

3.2 Monthly Households Expenditure

In order to understand and analyze the consumption trend of the households, the current expenditure
pattern has been considered and allocation of Household (HH) income on the key elements of
expenditure has been assessed and analyzed. In this regard, primary data have been collected guiding
an exhaustive list of heads of expenditure like food, house rent, transportation, education, clothing,
utility bills, service charges for human support (driver, maids, cleaners, security guards, etc.),
expenses for eating outside, medical and healthcare, cost for electronic devices and goods, gift

ceremonies, telephone and internet bills, mobile bills, other expenses, etc.
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The survey data reveals that most of the lower and higher middle income households (85%) spend an
amount in between BDT 33,000 to 99,000 per month as family expenditure and only around 15%
households (HHs) spend an amount in between BDT 100,000-250,000 per month and a negligible
number of HH spend above BDT 250,000 per month as family expenditure. Table 3.1 below presents

head wise data on household expenditure and the total monthly income as well as average monthly

income:
Table 3.1: Head-wise Household Expenditure and Total Monthly Income
Head - - Amount (BDT)
‘Food - B W 20,107
House rent 13,624
Transportation 6,526
Education Purpose 14,732
Clothing 3,316
Utility Bills 4,007
Salary for Driver and Maids 13,514
Entertainment & Recreation 4,680
Medical and Healthcare 4,142
Expense for electronic & ICT support 3,583
Others 1,968

Total Monthly Expenditure 90,199

Figure 3.1 below indicates the heads of household expenditure and their individual shares in the total
monthly HH expenditure as collected during the field survey on middlc and higher middle income
families within divisional cities.

Figure 3.1 : Heads of HH Expenditure and their Shares
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Food Market

The food market represents the largest share of household expenditure, on an average 22% (Figure
3.1). The actual expenditure on food items increases with the rise in income, but the shares of
spending decreases with higher income. The average monthly spending of household on food is BDT
20,107. There is an obvious business opportunity for Japanese enterprises in the food market to
provide food with better quality and competitive price and can reduce production cost by utilizing

local raw materials and cheap labor force.

Housing Market

Rent is the major part of middle income household spending, investment in housing sector is one of
the most attractive markets especially in the urban areas. The middle income families spends 15% of
their expenditure on housing (Table 3.1). The increasing urbanization across all divisions represents a
huge untapped market opportunity, and obviously this increase business opportunity in the real estate
sector as well as construction sectors. Japan Garden City project has been a successful case can be

mentioned as example.

Education Service Market

The parents are now-a-days are very much serious about the education of their children and therefore,
the households spend on an average 16% of their spending, which is major amount of their income.
This implies that education sector has huge scope for introducing quality education and business

enterprises can work in this sector to improve quality of education at global standards.

Energy Market

The middle income households spend on an average 4 percent of their monthly expenditure on
energy. The spending on energy increases as they use more durable goods due to increased income,
e.g. TV, refrigerators, micro woven, washing machine, mobile, etc. There is a high potentiality of
business opportunities in the energy market since we have nationally deficiency energy, especially,
electricity supply. Access to energy can create more business opportunity as well, i.e. electronics

product sale might increase.

Transportation Market

The middle income household spends on an average 7 percent of their monthly expenditure on
transportation (Table 3.1), and which is increasing significantly as income rises. We have huge
lacking of good quality public transport among all divisions, which creates huge demand for

providing improved transportation systems.
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Clothing Market

The middle income household spends on an average 4 percent of their monthly expenditure on
clothing (Table 3.1), and which increases significantly as when income rises. Due to rapid
urbanization and changing attitude towards dress code, people are now more fashion conscious and
they buy quality and branded clothes. Globally reputed brands are opening stores and shops besides
many local brands. With increased income, people’s aspiration to have better quality clothing, this

creates huge demand for brand companies.

Medicine and Healthcare Market

The middle income household spends on an average 5 percent of their monthly expenditure on
medicine and healthcare products (Table 3.1), and which is increasing significantly due to increased
health conscious and income rises. Per capita expense in healthcare in Bangladesh is still minimum
compared to other developing countries in this region and it is expected spending on healthcare
products and medicine will increase in near future. With increased elderly population, the total

healthcare spending will certainly increase due to new and innovative medicine and healthcare items.

Entertainment and Recreation Market

The middle income households spend on an average 5 percent of their monthly spending on
entertainment and recreation activities that cover buying gift while attending social ceremonies, eating
out with family and friends. However, type of existing entertainment and recreation activities are very
traditional or not recreation in true sense, where lots of scope for injecting new and innovative ideas,

and thus it implies a huge opportunity for investment in this sector.

Household Durable Goods Market
The spending on household durables increase as income rises. If the new intervention through market
based approach reduces poverty and inequality, it will obviously increase the demand for consumer

durables like PC, AC, TV, Washing machine and many other consumer durables.

Cosmetics and Other Products Market

The use of the cosmetics is now popular irrespective of income groups, and this will increase as
poverty declines with female participation in the labor force. Specially, with increased number of
younger generation, use of various cosmetic items will increase. There is huge potential to supply

good quality cosmetics with differentiated prices.

3.3 Monthly Household Income (Including Remittance and Other Sources)
The survey covered 1,038 lower and higher middle income families in all divisional cities, where

about 55% (566) HHs reported their monthly family income ranges from BDT 33,000 to 99,000 and




about 45% (472) HHs have monthly income ranges from BDT 100,000 to 250,000. However, the
average monthly expenditure per HH is only BDT 68,663 per month.

Among the families surveyed, only 140 HHs (13.5%) have remittance earners and the amount of
remittance earning ranges from less than BDT 2,000 to above BDT 100,000 per month and an average
monthly remittance received per family is BDT 46,808/-. Remittance earners working in countries
namely USA (19.3%), Dubai (16.4%), UK (14.3%), Saudi Arabia (7.1%), Canada (4.3%), Australia
and Oman (3.6%), Italy, Malaysia, Kuwait and India (5.6%) and other countries (25.7%). Main
occupation of remittance earners is private services (58.6%), followed by business (27.1%),
professionals (9.3%) and rest are students and others. A mentionable portion of Bangladeshi people
living abroad are having entrepreneurial skills as reflected in the survey findings, for example in
Malaysia and Dubai, there are places where Bangladeshi people opened restaurants and variety stores
like Chinese.

The survey also analyzed the expenditure pattern of remittance earning families and it was found that
73.6% of the earnings is spent in daily family expenditure (subsistence), followed by 11.4% in
investment, 93.% in savings, 7% in children education and least amount in spent for buying landed
property. Therefore, it may be concluded that remittance earning has some impact on the ‘daily
household consumption’ although the number of remittance earning families is only 140 (13.5%).
Also, western and developed countries (more than 38%) are the main attraction to the lower and
higher middle income families. Apart from remittance, some middle income families (8.7%) also
receive external financial support and the amount ranges from less than BDT 5,000 to above BDT

20,000 per month.

Most of the families (90.8%) are having savings and 61.5% families regularly save money and 21.5%
families save money whenever they find scope to save and this indicates families are having high
propensity of savings (83%) and such habits grew over the years. Moreover, it is found that around
16% families save above 30% of their monthly income, followed by around 14% families save 20-

30% and 24.4% families save 10-20% and around 46% families save less than 10% per month.

3.4 Income and Expenditure Pattern

Our research has found that the middle income group of Bangladesh is highly optimistic about their
future income growth or increase. About 90% of the respondents are expecting their income to rise
very soon, which is a good reason to believe their willingness to improve to consume and spend more.
From this rise in income expectants, 68% are expecting their income to increase in the coming year,

while 25% are expecting their income to rise in 2-3 years. With the country consistently having a 6%
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economic growth, it seems typical of the people to expect their income level to rise earliest. Table 3.2

below presents data on whether income will increase and when the income will increase:

Table 3.2: Income Increase and Expected Timing of Increase

Whether income  Frequency Percent When income Frequency Percent
will increase ) will increase

Yes 930 89.6 Next year 633 68.0
No 37 3.6 In 2-3 years 233 25:1
No idea 71 6.8 In next 5 years 64 6.9
Total 1,038 100.0 Total 930 100.0

Furthermore, when the respondents were asked how they plan to spend if their income level rises,
majority of them responded that they wished to invest in fixed assets, increase their savings level and
expect to increase their current spending level. From this, we can interpret that being an owner of a
fixed asset makes the people feel a rise in social status. This can be validated by the response we
collected from the surveyed respondents when asked what kind of fixed asset they wish to invest in.
We found that majority chose to procure Household appliances, buy apartment or land. But, in
comparison to buying property and apartment, 88% of the respondents believe possessing consumer’s
durables improves the overall standard of living, which clearly explains the hunger for consumer
durable goods among the middle income group. Table 3.3 below presents data on plan to spend

increased income and type of asset they would like to purchase with increased income:

Table 3.3: Plan to Spend Increased Income and Type of Fixed Assets to Procure

Plan to spent Frequency Percent Type of fixed assetto Frequency Percent
increased income procure

Invest in fixed asset 638 68.6 Buy Apartment 269 42.2
Increased spending 597 64.2 Residential Plot 261 40.9
Savings 507 54.5 Agriculture land 24 3.8
Pay-off liability 28 3.0 Household Appliance/ 306 48.0
Children’s education 20 2% consumer durables

Others 15 1.6 Others 62 9.7

3.5 Standard of Living and Life Style of Middle Income Class in Bangladesh

3.5.1 Opinion about Standard of Living

It is everyone’s dream to have an improved standard of living and it is not different for people of a
developing country like Bangladesh. For assessing the standard of living of the people and aspiration
for possible improvement, we asked the respondents to rate their current standard of living in
comparison to the standard of living 10 years before. About 66% of the respondents consider their

standard of living to have greatly improved over the last 10 years while 28% stated that their standard
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of living to have improved slightly, with a handful of the respondents stating otherwise. Figure 3.2

below shows change in standard of living over the last one decade:

Figure 3. 2: Change in standard of living during last decade

. Slightly improved
28%

No change
2%
¥ Slightly fallen
Greatly fallen i
2%

No Comments
0%

In addition to rating the standard of living, the respondents were asked about their satisfaction level of
the current standard of living. About 78% of the respondents are happy with their current standard of
living which is a very good sign for assessing the consumption confidence of the middle income
group. Usually, the economic growth does not ensure that the standard of living of the people would
increase, but the collected data reveals that with the consistent economic growth of the country the
standard of living of the people have greatly improved and the people are very satisfied. However, the
22% of the population who are not satisfied with the current standard of living have stated reasons of
why they are not satisfied. Inadequate income to support the family needs, social security concern,
excessive pollution and inadequate healthcare facilties are the most mentioned reasons for not being

satisfied with the current standard of living.

For analyzing the impact of possessing consumer durable goods in the standard of living of the middle
income group, we asked their opinion regarding the importance of consumer durable goods on the
standard of living of the people. About 88% HH opined that some consumer durable goods are crucial
to ensure improved standard of living. These respondents considered that owning a personal car, bi-
cycle, washing machine, refrigerator, air conditioner and DVD player would immediately cause their

increase in standard of living.

3.5.2 Way of Commuting and Time it Takes

The respondents were asked about the daily lifestyle in particular, the distance between residence to
the work place and how they commute to their work places. More than 7% household heads commute
for more than 20 kilometers, more than 2% commute for 15-20 kilometers , more than 4% commute
for 10-15 kilometers and more than 18% commute 5-10 years every day to reach their offices.
However, 57% reported commuting distance for less than 5 kilometers and thus, it indicates the

density of population as can be evident from the housing conditions with road congestion within the
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major cities in Bangladesh. Table 3.4 below shows data on distance between the residence and work
place (in km).

Table 3.4: Distance between Residence to Work Place / Office (Km)

Distance (km) Frequency Percent

Less than 5 km 592 57.0
5-10km 189 18.2

10 - 15 km 46 4.4

15 - 20 km 24 23

More than 20 km 75 7.2
Not available 112 10.8
Total 1,038 100.0

Average distance is 5.78 km with standard deviation 9 km

The survey also attempted to assess the commuting time required from the residence to the work place
or office and such information was collected considering both in normal traffic and heavy traffic
situation. The findings reveal that in normal traffic situation, more than 47% people can reach to their
office in less than 20 minutes, around 27% people can reach in between 20-40 minutes and more than
11% people can reach in between 41-60 minutes, more than 4% people can reach in between 61-90
minutes, and 3% people reach even more than one and half hours. During heavy traffic, the additional
time is required to commute to their offices as can be seen in the table below:

Table 3.5: Time required to Commute to the Office

Time required Time needed in normal traffic Time needed in heavy traffic
Number % Number Y%
Below 20 minutes 493 47.5 378 36.4
20-40 minutes 279 26.9 175 16.9
41-60 minutes 116 11.2 186 17.9
61-90 minutes 46 4.4 121 11.7
Above 90 minutes 31 3.0 105 10.1
Not Available 73 7.0 73 7.0
Total 1,038 100.0 1,038 100.0

Mode of transport used in commuting to the offices include Rickshaw, Three Wheelers (CNG/auto),
Public buses, Human haulers, Bi-cycle, Motor bike, Personal car, Office car and by-walk. From the
Figure 3.3, it is evident that more than 24.5% people use public buses, 22% people go to their office
on foot, 16.2% people use rickshaws, 9.1% use three wheelers and only, about 12% people use both

cars, and 6.2% people use motor bikes and use of bi-cycle is least. Although, bi-cycle is the most



environment friendly and it can avoid traffic jam, the practice of using bi-cycle is at the minimum.
Probably the weather conditions do not encourage people riding bi-cycle like in China and other
Asian countries. It can be concluded here that upcoming metro rail once it is completed may pull
many passengers (more than 70%) from these groups who are using rickshaws, public buses, three

wheelers and human haulers.

Figure 3. 3 Mode of Transport to Commute to Office (in %)

0.4

m Rickshaw

u Three Wheelers (Auto)
= Public bus

® Human Hauler

u By-cycle

= Motor bike

* Personal car

= Office car

3.5.3 Eating and Shopping Habit of Middle Income Class in Bangladesh

Eating Habits

Among the respondents, majority (67%) like to eat outside restaurants and there is a growing
tendency among the middle income people of urban areas in Bangladesh to eat outside and this can
also be evident for the growing number of hotels and restaurants within Dhaka, Chittagong and other
major divisional cities. Regarding factors influencing their decision of eating outside, a number of
aspects they mentioned during the field survey; most important factor is the appetite of tasting
branded fast food (46%), followed by tasting foreign cuisine (35%) and to eat non-traditional foods
15%. Thirty one (31%) respondents mentioned eating outside for fun while 21% eat outside to
celebrate occasions and 17% eating outside is on ceremonies. There is a huge demand for hotels and

restaurants although 18% HH do not eat outside.

Figure 3. 4: Factors Influencing Decision of Eating Outside
Branded Fast Food messsssssssssssssssmmmmmmsmmmsssssmmmmm— 46%
Foreign cuisine r— 35%
Eating outside for fun m——————— 3%
Celebration reessssssssss—————— )%
Do not eat outside with family e ——————— ]8%
Ceremony esssssssm———— 7%
Non-traditional Food meeeess———— (5%
Others | 0%

More than one third (35%) of these people who like to eat outside at restaurants also eat outside with

their family once in a month. This high tendency of eating-outside indicates that these people are
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willing to pay for foods at restaurants. Eighty two percent of the respondents who like to eat outside
mentioned “money does not matter” while eating their favorite foods at restaurants. Their list of
preferences for eating-outside also verifies their willingness to pay. Almost 80% of these respondents
like branded fast food and foreign cuisine. In case of foreign cuisine Chinese cuisine toped the chart

and Pizza hut, KFC, CP are the branded fast food restaurants.

Shopping Habit and Preferred Market Places

Almost 90% of the respondents still prefer kancha market °due to price, long habit and availability
around house, 70% family buy from grocery shops followed by street market and supper stores.
People still buy from the street market as those things are convenient to buy. Only 0.1% family use
online platform to buy daily necessary goods. This is happening because people still doubt that those
goods may lack in quality. Also, the number of online shops and respondents’ idea about online
shopping are not so high. Figure 3.5 below shows data on preferred market places of the middle

income people:

Figure 3.5: Preferred Places for Purchasing Grocery Items

Kancha Market 90%
Grocery shop 70%
Street side market 51%
Superstore 46%
Floating Market 29%
Others 3%

Online shopping 0%

3.5.4 Trend of Shopping on Clothes

At first, people consider quality of clothes and latest fashion while purchasing clothes. The survey
findings undoubtedly showed that these two important factors occupy the first two place followed by
brand and price. In these case, almost 35% respondents considered quality of clothes as the 1*
preference among six important pre-defined factors. This indicates that quality products have a large

market demand in the context of Bangladesh.

? Kancha market means informal market places where daily essential items like food, fishes, meal, vegetables, fiuils, etc. are

sold.
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Table 3.6: Factors considered (in order of importance) while Buying Clothes

Factors Number Mean Rank
Quality 1,038 2.17
Latest Fashion 1,038 2.56
Brand 1,038 3.29
Price 1,038 3.35
Warranty 1,038 4.34
Discount Offer 1,038 5.28

Note: Close to 1 indicates 1™ preference while close to 6 as last

Though warranty of goods was not considered as popular among the respondents, more than 50% of
the respondents thought after sales service is important. Finally, almost 95% respondents agreed that
every year there are more things to buy. This indicates that people in Bangladesh have natural
inclination to accept and buy new products. These people are also cautious about the quality of those
products but they are not reluctant to buy those high quality products with exhorbitant price. Primary
data from our study shows that 49% people agreed that for high quality goods they are willing to pay
high price where 39 % people normally agreed with the statement. Less than 5% of the respondents

disagree with the statement. Therefore, in the context of Bangladesh people are ready to buy

quality clothing products provided the cost within certain limits.

3.5.5 Leisure and Past time Activities

Most popular and preferred leisure activities include Watching TV, Relaxing at Home, Read
Newspapers, visiting friends and Chatting with friends. Out of all possible leisure activities (16),
above activities do not cost any money. Expenditure based leisure activities such as Infernet
Browsing, Watching Movies at Theater are not significantly preferred by these respondents. This may
happen due to the unavailability of such standard movie theaters and lack of cheap and suitable
internet connection. Therefore, availability of innovative amusement with affordable pricing may

draw attention to a large portion of the citizen in urban area of Bangladesh.

For amusement, among the preferred places Visit Village Home has been found to be the most popular
ideas as 73.3% families preferred to visit their ancestors” home at village. More than 58% liked to
visit friends and relatives at home and only 42.7% visits local tourist places. Therefore, it may
conclude that this middle income class people normally like to spend leisure time with their friends

and families as well as they have a good tendency to visit home town.
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Only 11% of the respondents prefer to go abroad. More than half of these respondents prefer to visit
India, whereas 20% people like to visit Malaysia followed by Thailand and Singapore. These

respondents who are willing to go abroad spent almost BDT 240,000/= against overseas travelling.

Figure 4.6: Pass Time Activities (%)
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Before spending on leisure, people normally consider lot of important factors which play an important
role on their leisure activities. Among those factors safety and security is considered as the most
important factor as everyone wants their family to be safe. Mode of transport comes later. In our
country transport and local communication are not that flexible. As a result, safety issue and transport

comfort hold first two places unquestionably.

Figure 3.7: Factors consider before Spending on Leisure
Note: Close to 1 indicates 1°! preference while close to 6 as last

Location (Abroad) e 5.5
Price/Cost e 3.74
Quality of service provider IS 3.53
Location (Local) s 3.14
Mode of transport [ 2.95
Safety and Security R 2.13
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3.5.6 Borrowing for Consumption using Credit/Debit Cards and Expected Support

Middle income people seem to have fewer tendencies to borrow for consumption purpose. It has been
observed from the survey that only 13.4% family took loan for household consumption. This may
happen due to higher conditions on loan facilities in this field which is why 85% family prefer to avail

installment facilities only.

Figure 3.8: Usage of Credit and Debit Cards

w Credit Card m Debit Card
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13.9 174

Yes No

While purchasing consumer durables, consumers usually use cash payment. Now a day number of
credit card users are increasing which is not satisfactory. Only 14% and 19% of the respondents use
credit card and debit cards respectively. Respondents claimed several reasons behind their reluctance
to card payment system. 72% of the respondents mentioned that number of retail shops are limited
and 50% claimed that the approval process of credit card is complicated. But, the scenario was
different for upper middle income credit card holder as 90% of them mentioned that they are satisfied
with their existing card service. Most of these users prefer credit or debit card as mode of payment is

always comfortable, easy and hassle free through card.

Source of funds to procure consumer durables includes salary income, loans, savings, business,

remitatnce and others as can be seen in the figure below:

Figure 3.9: Source of Funds to Procure Consumer Durables
0% 3%

m Salary

] 0an

» Savings
®mBusiness

® Remittance

® Others
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Within the scope of this study we have collected data regarding current possession of 27 specific
consumer durable goods by survey of 1,038 HHs along with the brand and country of origin of the
goods. Similarly, the future plan of the HHs to procure these 27 consumder goods was also collected.
While collecting those information respondents mentioned lots of financial and non-financial aids to
increase their consumption of durable goods at home. Almost 60% of the respondents thought
improvement of product quality and their quality of service will definitely enhance the usage of
consumer durables at home. Also, few people believed increasing number of power saving home

appliance may increase the current percentage of home appliance usage.

High priced products are always difficult to buy with full payment at a time for middle income
people. In this regard, they firmly believed instalment facilities in purchasing consumer durables will
undoubtedly boost their consumption. 60% of the people also mentioned tax rebate may help them to

purchase more durable goods.
Figure 3.10: Expected Non-financial Government Support (in %)

Improved service quality S 295
Enhanment of products' quality s 29.5
Better home delivery system memssssssssss 19,7
Availability of goods mmmm 3.6
Power savings home appliances mm 1.9
Others B 0.8
No idea I 26.4

Figure 3.11: Expected Financial Government Support (in %)
multiple response considered

Tax rebate I 60,3

Installment facilities P 57.7
Reduced Price mmmsn 19.3
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3.6 Consumer Durables - Current and Future Usage

In line with the terms of reference, the study collected primary data on current possession of selected
Consumer Durables along with their brands and country of origin through interviewing 1,038 HHs in
all divisional cities of Bangladesh. Also, information on future plan of possessing or buying these

items by the HHs along with brand preference and other aspects was also collected.



3.6.1 Current Possession and Future Demand of Selected Consumer Durables by HHs
Table 3.7 below furnishes data on the number and percentile share of current and prospective users of

28 selected consumer’s durables.

Table 3.7: Current and Future Possession of Different Consumer Durables by HHs

Item Existing Users Prospective Users Future Demand
Number % Number % (%)
1. Personal Car 114 11.0 366 353 463
2. Motor bike 155 14.9 193 18.6 33.5
3. By-cycle 141 13.6 65 6.3 19.9
4, Three wheelers 4 0.4 g/ 0.7 11
5. Washing machine 106 10.2 433 41.7 519
6. Television 1,002 96.5 468 45.1 141.6
7. Refrigerator (normal) 1,012 97.5 229 22.1 119.6
8. Refrigerator (deep) 358 34.5 341 329 67.4
9. Microwave oven 371 35.7 425 40.9 76.6
10. Electric Iron 710 68.4 139 13.4 31.8
11. Air conditioner 247 23.8 405 39.0 62.8
12. Rice cooker 410 39.5 217 20.9 60.4
13. Juice Blender 767 73.9 250 24.1 08
14.Toaster 143 13.8 66 6.4 202
15. Desktop Computer 418 40.3 189 18.2 58.5
16. Laptop 376 26.2 500 48.2 744
17. DVD Player 163 15.7 18 1.7 174
18. Camera 338 32.6 194 18.7 513
19. Cell phone 1,033 99.5 717 69.1 168.6
20. Vacuum Cleaner 19 1.8 19 1.8 36
21. Exercise equipment 70 6.7 3.2 3.1 9.8
22. Medical Device 286 27.8 80 7.2 35
23. IPS 361 34.8 252 24.3 50.1
24. Room Heater 50 4.8 54 5.2 10
25. Geaser 88 8.5 163 15.7 242
26. Dehumidifier 1 0.1 2 0.2 0.30
27. Sewing machine 288 27.7 68 6.6 34.3
28. Water filter 80 7.7 29 2.8 105
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Table above shows the percentage distribution of the studied households who are possessing different
consumer durable items and also who are planning to buy these goods in near future. Table depicts
that almost 100% households possess cell phones and majority of them have more than one cell
phones. Normal Refrigerator is the second highest possessed goods (97.5%) followed by Television
(96.5%), Juice blender (73.9%), electric iron (68.4%), and Desktop Computer (40.3%). In order to
explore future market demand of these items, we have asked the Respondents regarding their future
plans of procuring these goods. Table also shows that maximum 69% HHs have future plan to buy
cell phones in near future followed by Laptop (48.2%), Television (45.1%), Washing machine
(41.7%), and Microwave oven (40.9%).

Information of current users and future demand of 28 different household consumer durables
presented in the table indicates that out of 28 items, overall demand will increase for 9 items namely,
personal cars, motorbike, laptop, microwave woven, room heater, geaser and dehumidifier. Again,
among the items with better market prospect, demand for micro wave woven is expected to be hi ghest
i.e. 31.5%, followed by personal cars at 24.2% and laptop at 22%. At present, only 11% of the
surveyed HHs possess personal car, but 35.3% of the HHs are the prospective car buyers in the next
five years. Similarly, current user of air conditioners is 23.8% households and the prospective users in

the next five years is 39% HHs.

On the other hand, future demand will decline in case of rest 18 items at varying degree and demand
for vacuum cleaner will remain static. Demand for refrigerator, television, electric iron, juice blender.
desktop computer, rice cooker, cell phone, sewing machine, etc. will fall in future with a drastic fall is
expected in case of first 2 items (refrigerator & television). The overall scenario of using these
selected consumer durables is not very optimistic and only three items possessed by most of the
families, fail to reach 100%. Religious families are not possessing television due to their religious
sentiment, 5 families do not possess cell phone.

A comparative scenario of consumer durables in six neighboring countries is presented below:

Table 3.7.1: Possession of Consumer Durables in Six Neigbouring Countries (in percentage)

14,107 17% 60% 29.5% 86.9% 43.8% 92%
6,162 6% 47% 13.6% 9% 11.9% 74%
11,126 4% 85% 38.3% 30.6% 15.6% 129%
6,024 2% 86% 25.9% 40% 19% 147%
16,097 51% 87% 32.9% 55% 28.7% 144%
26,315 82% 83% 49.6% 99% 65% 149%

Newe: CE (PP per Capita 2015 based on IMF estimates
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Malaysia with the higest GDP per Capita (PPP) of US$26,315 amongst the 6 asian countires has the
highest penetration rate in almost all the 5 consumer durable goods. Bangladesh with a GDP per
capita (PPP) of US$3,607 still has a long way to reach the penetration rate of Malaysia. With a GDP
growth rate of above 6% it will very soon be equal to that of India and Vietnam.
Patterns of ownership of 5 Consumer Durables in 7 countries is shown below:

Figure 3.11.1 Car Ownership %
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Indonesia e 4%
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Malaysia  mm——— e 8%

Source: hitp:: www.pewresearch org fact-tank:2015/04°16 car-bike-or-motorcycle-depends-on-where-you-live

In general, ownership of cars is very low in south Asian region except Malaysia and Thailand where
ownership of car is relatively higher. However, highest number (82%) of car ownership is in Malaysia
while in Bangladesh it is merely 2% at present (Pew Research, 2015).

Figure 3.11.2 Motorbike Ownership %
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Source: hitp: ‘www pewresearch.org/faci-tank 2015 04 16 ‘car-bike-or-motorcycle-depends-on-where-you-live

Motorbike ownership is above 80% in four countries namely, Vietnam, Thailand Indonesia and
Malaysia. In Thailand and Malaysia, many motor bikes are usually used for carrying passengers. In
China and India, penetration rate of motor bikes remains relatively low. In Bangladesh, use of motor
bikes is more than double in rural areas according to the BRTA statistics on registration of vehicles.

Figure 3.11.3 Television Ownership (%)
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Source: 2015-2016 Outlook for the Retail and Consumer Products Sector in Asia

Television is usually present in middle income and rich households. Hence the penetration rate of
television is below 50% for all the 6 asian countiures.. The penetration rate of Television in India is
the lowest among these countries (13.57%) while in Malaysia, penetration rate of television is highest.
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Figure 3.11.4: Refrigerator Ownership (%)

Vietnam 40%
Indonesia 30.60%
India | 9%
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Source: (HSBC Global Reseach, 2015) (Euromonitor, 2015) (Japan Ministry of Economy, Trade and Industry, 2013) (Hakudo, 2010)

Penetration of Refrigerator of China (94%) and Malaysia (99%) is highest. Refrigerator is yet to
penetrate at a large number in India (9%). Thailand (55%), Indonesia (30.6%) and Vietnam (40%) are
yet to gain a position near to Malaysia and China.

Figure 3.15.5: Personal Computer Ownership (%)
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Source: (Knoema, 2016),

Penetration rate of computers (desktop and laptop ) is comparatively higher in countries namely
Malaysia (65%) and China (43.8%). However, personal computer holding is not very prominent in
Vietnam (19%), Indonesia (15.6%) and India (11.9%).

Figure 3.11.6: Mobile Ownership (%)

Vietnam ! 147%
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Source: World Bank

Penetration rate of mobile phone is above 100% for countries like Malaysia (149%), Vietnam (147%)
Thailand (144%) and Indonesia (129%). While it is comparitively low in countries namely India
(74%) and China (92%).



3.6.2 Average Price and Expected Price of the HH Consumer Durables
Table 3.8 presents data on the average purchasing price of the currently possessing goods and
expected price of the consumetr’s durables planning to buy in future:

Table 3.8: Average Price and Expected Price of HH Consumer Durables

Consumer Durables Average Price of the Expected Average Price of Goods
Currently using Goods Plan to buy in future
Number Mean Number Mean
1. Personal Car 99 1,819,940 220 1,846,454
2. Motor bike 143 144,150 131 176,938
3. By-cycle 132 9,412 51 15,862
4. Three Wheelers
5. Washing machine 82 26,487 256 24,780
6. Television 870 26,660 329 44,253
7. Refrigerator (normal) 902 35,286 171 44,248
8. Refrigerator ( deep) 317 27,995 233 29,703
9. Microwave oven 284 13,764 255 15,070
10. Electric [ron 541 1,754 94 3,628
11. Air conditioner 201 66,891 242 59,212
12. Rice cooker 317 3,055 146 3,205
13. Juice Blender 569 3,127 179 3,102
14.Toaster 74 2,625 35 1,828
15. Desktop Computer 370 37,318 129 36,829
16. Laptop 305 43,765 348 46,247
17. DVD Player 119 7,028 13 11,115
18. Camera 225 21,448 119 22,921
19. Cell phone 950 15,131 465 23,113
20. Vacuum Cleaner 9 7,500 7 5,857
21. Exercise equipment 57 13,575 25 14,860
22. Medical Device 204 3,195 65 3,093
23.IPS 302 25,761 167 26,116
24. Room Heater 34 5,232 32 8,178
25. Geaser 67 12,208 89 12,176
26. Dehumidifier 1 5,000 2 13,000
27. Swing machine 249 5,208 47 6,161
28. Water filter 70 13,852
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Table 3.8 shows the average price of the consumable goods possessed by the surveyed households
along with the average price willing to pay for future possession of the corresponding goods. Average
price has been calculated for those HHs which provide information regarding price of the respective
goods. From table it is evident that there is no significant difference between the average price of the
currently using goods and the expected price of the corresponding goods planning to buy in future.
The only difference is in case of television people are willing to pay much more price for future
procurement. The reason is due to replacement of traditional TV by flat screen LED TV. Respondents
mentioned that they are willing to pay more price for some of the products like vehicles, some of the
kitchen appliances (refrigerator, microwave oven, and rice cooker), room heater and sewing machine
etc. On the other hand expected/desired price reported to be a bit less for the goods like Toaster and

Vacuum cleaner.

3.6.3 Preference of Brand and Country of Origin of Consumers Durables

The Respondents were asked about the ‘brand’ and ‘country of origin’ of the consumer durable goods
they are currently using and planning to buy in near future. Table 3.9 below presents the findings.
Eighty eight (88%) percent of the HHs currently possess personal cars is of Toyota brand and the
remaining HHs possesses Mitsubishi, Nissan and Hyundai, and 95% of the currently used personal
cars are of Japanese origin. As far as the prospective car buyers /owners is concerned, 97% mentioned
that they would buy cars of Japanese origin and 84% reported Toyota brand as the first choice.
Among the middle income families, Japanese cars are enjoying tremendous market dominant share
compared to cars origin from other countries. Most common reasons are quality, availability of spare

parts, country image and others.

In case of motor bike, Indian origin and branded bikes are currently used by the majority of the
respondents. However, the scenario is different in case of the future users. Against 51% of currently
Indian origin bike users, HH aspirants less for Indian origin bike (40%). On the contrary, the
prospective Japan origin bike buyers found to be 52% while, among current bike users 28% use Japan
origin bike. Indicating an expanded Japan origin bike market in Bangladesh. In case of washing
machine, 16% reported to use Korean, 12% Chinese and 5.7% Japanese. Among the prospective
buyers, 32.3% would buy Japan origin machine, followed by Korean 31.7% and Bangladeshi 18.6%.
Same trend (increased number of prospective buyers compare to current users) was observed in case
of other products. Which is a clear indication that products originating from Japan are very popular

and the popularity is increasing over time due to quality and reliability.
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Table 3.9: Brand and Country of Origin of the Consumers Durables

Item Brand Current Future Country Current Future
Users Users Users Users
Personal No. % No. % No. % No. %
Car Toyota 100 87.7 105 84  Japan 108  94.7 173 97.1
Hyundai 1 9 2 1.6 Korea 1 9 3 1.7
Nissan 1 9 3 2.4  Others 5 4.4 2 1.2
Mistusbishi 2 1.8 - - Total 114 100.0 178** 100
KIA - - 3 2.4
Others 10 8.8 12 9.6
Total 114 100.0 125* 100
* 241 Prospective buyers yet to decide brand. ** 188 Prospective buyers yet to decide country of origin
2. Motor  Suzuki 2 1.3 4 6.9 Bangladesh 9 5.8 1 1.2
bike Honda 23 14.8 12 20.7 Japan 43 277 43 51.8
TVS 16 10.3 2 3.4  China 4 2.6 4 4.8
Hero 25 16.1 12 20.7 India 79 51.0 33 39.8
Bajaj 34 21.9 18 31.0 Ttaly/korea 1 .6 2 2.4
Walton 7 4.5 0 0.0 Don’t 19 12.3 - -
Know
Runner 2 1.3 0 0.0 Total 155 100.0 83** 100
Yamaha 16 10.3 3 52
Vespa 2 1.3 1 1.7
Others 28 18.1 6 10.3
Total 155 100.0 58* 100

* 135 Prospective buyers yet to decide brand. ** 110 Prospective buyers yet to decide country of origin

3.6.4 Factors considered while Buying Consumer Durables

While buying any HH consumer durables, they pay importance on different aspects and it varies from
buyer to buyer. Among the surveyed population, we collected data regarding the order of importance
on different factors while buying these products. From the Figure 3.12 below it is evident that product
brand has been considered as the most important factor (41.7%), followed by quality of the product
(37.8%), price of the product (12.1%). Quality of the product was considered as the second most
important factor by 32.7% respondents, followed by Brand of the product (18.9%). Price of the
product was considered as the third most important factor by 22.3% respondents. Guarantee of
product was considered as 4th important factor and the latest model of the product as 5th important

factor. Discount offer has been considered as the least influencing factor while buying a consumable
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good. The underlying fact is that middle income group people consider Brand and Quality of the
product while buying a product. Therefore, Japanese entrepreneurs intending to operate business in
Bangladesh should keep these consumers choice in mind while making any investment.

Figure 3.12: Ranking of factors influencing purchase
(from 6 being highest and 1 being lowest)

5
. 2
[ 2]

Brand Quality Price Gurantee Latest Model Discount Offer

3.6.5 Importance of After Sales Services while selling Consumer Durables

After sale service is very important for a customer and producer as well. A rational customer will buy
a product among the competing products available in the market which will provide him required after
sale services for longer period. Table 3.10 below shows the data relating to the opinion of the
respondents regarding the importance of after sale service for the consumer durable goods. It appears
from the Table that more than 90% respondents considered after sale services as important and only
4% considered it as not important for reasons not known. Again, among 1,038 respondents, about
62% reported to have recent experience of receiving after sale services for a branded product. Those
who experienced recent after sale service, 60.5% mentioned that services were above average, while
6% reported that the services were below average. Table 3.11 shows the quality of most recent after

sale services received by the respondents.

Table 3.10 : Importance of After Sale Services Table 3.11: Quality of After Sales Service

Importance Frequency | Percent Service quality | Frequency Percent

Very Important 562 54.1 Excellent 127 19.7
Important 377 36.3 Good 263 40.8
Neutral 54 52 Average 215 333
Not Important 45 43 Poor 31 4.8
Total 1038 100.0 Very poor 9 1.4
Total 645 100.0

No service taken 393

Total 1038
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3.6.6 Choice of Consumer Durables among HHs: Imported vs. Locally Produced

In order to assess the market size, it is important to know what types of consumer durable goods are
preferred by the customers. Table 3.12 below shows the preference of the products of the surveyed
population. Majority of the respondents mentioned that their choice is imported goods (58.6%)
followed by foreign branded locally assembled product (24.9%) and locally produced products
(16.6%). This table depicts that there is a huge market of imported and locally assembled products.

Table 3.12: Product Choice (Imported versus locally Produced )

Choice Frequency Percent
Locally Assembled 258 24.9
Locally produced 172 16.6
Imported 608 58.6
Total 1,038 100.0

3.7 Analysis of Financial, Healthcare, Education and Medical Service Sector

3.7.1 Use of Education Services
Data collected through household survey on Educational expenses of the middle income group reveals
some interesting insight. Major portion (28.8%) of the expenses on education takes the shape of
private tuition. However, some specific issues shall have bearing on the pattern of educational
expenses as shown in figure below:

Figure 3.13: Share of cost in various sector of education
(in percentage)

Private Tuition Esssoss———— 28,8
School Transport Charge = i 18.3

Tiffin/ Snacks =sssssam——— 14

Coaching == 11.3

Reading materials msssssssssmn 8.8
Stationary Purchase w8
School Dress s 5.3
Excursion and Class Party —wess 3.1
Educational movies = 1.4
Others m 1

From the above graphical presentation, we can see that after private tuition, school transportation,
coaching and tiffin are the major area of spending for the middle income group. Further detail analysis
of stationery and reading material it has been revealed that books, guide book, markers, art paper,

exercise books, wood pencil, eraser, sharpener etc. are regularly used by all students. In case of more
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than single child, if the number of children is more than one, the quantum of expenditure will further
go up. In case of snacks Japanese tin/ canned food, or cookies packed in small quantities including
jam/ jelly, could have a good market as many of the middle income families prefer to have foreign

manufacture food.

Online education services is one of the latest methods of gaining knowledge easily from all over the
world and around 86% of the respondents seem aware of such services although they are not provided
locally. Such awareness is due to the national agenda "Vision 2021” for a Digital Bangladesh which
contributed to the growth in internet users of Bangladesh by 9% last year.. As per data provided by
World Bank (WB), in 2011 only 4.5% of population availed internet services and in 2014 9.6% are

using internet in Bangladesh showing a high rate of increase in internet users. '

Figure 3.14: Awareness of On-line Education

Animation program presently shown in cable T.V. in Bangladesh has a very high popularity among
kids, especially among kids aged between 7 tol4. This tendency could be en-cashed by providing

educational video.

The data collected and analyzed one interesting aspect. That is around 23% families do not spend any
money for education, as they do not have children. As such, it could be safely said that about 1/4% of

the families surveyed have handsome amount saved for their purpose.

. http://www.internetlivestats.com/internet—users-by-country/
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Figure 3.15: Desire to send Children abroad for Higher Study
Don’t Know No student
14% 2%

Yes
52%

No
32%

The quality of Higher education has been of great concern amongst the people in Bangladesh. For
increased income and higher standard of living, education is one of the most important components.
In assessing the demand for higher education abroad, 52% of the respondents desire to send their
children abroad for higher education while 32.5% think otherwise due to high cost and sending

children out of sight and the rest 15.5% are undecided.

Figure 3.16: Prefered Countries

Canada
ia G
India Germany %

1% 2% UK

Malaysia
4%
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21%

China
1%

Japan USA
7% 28%

The preference for sending children abroad varies from country to country but English speaking
countries come in the first place as English being the 2™ language among majority of the
Bangladeshi’s and the previous education being conducted in English. Hence, it is easier for them to
continue studies, otherwise in non-English education system, one need to learn the language as is seen
in Japan and Germany. At least 1% to 2 years is taken to have at least the working knowledge of such
foreign language. English speaking countries are prefered compared to others. That is why 76.6% of
the 541 families 1% preference is developed countries namely UK, USA, Australia, or Canada and the
preference for other countries is much less i.e China (7%), Japan (6.7%), Germany (1.8%), Malaysia

(3.3%) and India (1.3%). Besides 144 families have not yet decided about their children’s higher
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education abroad. However, 7% families may send their children for higher study abroad if

scholarship and financial supports are available.

Seeking loans for higher education in Bangladesh is yet to be an acceptable norm. People even if they
need financial assistance seek cooperation from their relatives/family friends, rather than approaching
banks and financial institutions. This has evident by the positive response of only 6% families who

borrowed money from the banks. In view of the trend, future of such financial scheme is not bright.

3.7.2  Use of Medical Services

Normally people buy medicine when they require depending on the nature of illness and diseases.
Some of the medicine are meant for temporary recovery of sickness, while certain medicines are
purchased as long as one lives. Heart disease, diabetics, blood pressure, kidney disease, diseases of
nerve, etc. need life-long medication. Some medicine for curable diseases are purchased infrequently.
Life-long medicines are mostly purchased weekly/ monthly basis. Around 74% families buy medicine
following the doctors® prescription. Only 12.5% families seldom buy medicine, rather they think that

for recovering from such temporary diseases, nature is the best healer.

For diseases like diarrhoea, stomachs upset, headache, toothache, influenza and similar types of
diseases, people hardly consult any physicians, rather they either buy medicine in consultation with

pharmacy people, or using their self-experience or general knowledge.

Figure 3.17 : Place for Treatment
(in %)

Pharmacy 1.2
Abroad 1.9
Expensive Local Hospitals 35.8
Local medical Practitioner 39.6
Government Hospital 37.6
Nearest Private Hospital 57.6
Nearest Clinic 57.5

More than 57% go to nearest private hospital and clinic for general consultation, although charges are
important factor while taking service from private hospital. Households prefer to go to the
government hospital where charges are affordable. Data reveals that 39.6% prefer to consult the local
medical practitioner unless the illness needs specialist’s opinion. Only a scanty number of HH (1.9%)
of the middle income group goes abroad for higher medical treatment when the type of illness is of a

very serious nature. Figure below shows different range of medical expenditure by families.
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Figure 3.18: Medical Expenditure (Amount in BDT per month)

Above 9000
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The survey reveals that the average monthly expenditure on medicine has been around BDT 2,650
although the amount of monthly expenses on medicine varies between BDT 1,000 to BDT 5,000
depending upon the nature of illness. Aboit 83% HHs have their expenditure on medicine in between
BDT 1,000 to 5,000 and only 13.1% of the HHs spend BDT 5,000 to 9,000 per month to buy
medicine. Consumption of medicine is a regular and common phenomenon if the HHs are having
some senior citizen or children /kids.

Health Awareness

People interviewed believe that diet has been the 1% element in the process of better healthcare.
However, 95.6% opined that Restricted diet, 79.9% mentioned Preventive medicine and 71.5%
mentioned Alternative medicine are vital elements to take care of good health. In addition, 66.9%
mentioned regular exercise contributes greatly to better healthcare and 68.1% mentioned regular
checkup at homestead do have an impact on good health . Arounf 67% families prefer doing exercise
using equipment although senior citizens prefer walking and jogging rather than depending on

exercise equipment.

Figure 3.19: Awareness of Heathcare Ideas and Their implication (in %)

® Awaeness of healthcare ideas m Currently using healthcare ideas

95.6

==1684 715 66.9 68.1

= % : % 20.8

i - 5.2 = _ g 10

== =F =] =5 =
Dieting Alternative Preventive Exercise Household health Not awareor

medicine medicine Equipment checkup Using
instruments

Currently, individual families practice multiple ideas of health care and these are dieting (68.4%),
alternative medicine (14.7%), preventive medicine (46.3%), use of exercise equipment (5.2%), and
use of homebased health checkup instrument (20.8%'"). Family members take the advantages of using

or applying alternative elements as per situation and requirement. The survey reveals that for sourcing

11 pevice to measure blood pressure, blood sugar calculation, etc
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funds to buy medicine or for treatment or to procure exercise equipment, only 9 families have taken

loans, of these 4 families have taken loan from banks.

Expected Role of Government in Healthcare Services

State of affair in our healthcare services appear to be unsatisfactory due to reasons like lack of
medical equipment, lack of efficient hospital management, lack of treatment facilities, shortage of
specialists, physicians’ high cost, non-availability of doctors in time of emergency, lack of proper
monitoring, lack of supply of medicine and rampant corruption in the purchase of medicine,
provisions of food, etc. Around 28% families reported corruption to be the number 1 issue to be
addressed, followed by improvement in treatment facilities (16.6%), adequate supply of medical
equipment (13.4%), increased number of specialist/ physicians and hospitals (12.8%). Also, reduction
in charges is also demanded by 8.78% families. Finally, in order of priority, improving medical

treatment services, appointing qualified doctors and supply of quality medicine ranked 1%, 2" and 3

respectively.
Figure 3.20 : Expected Government Support
(in %)
Alleviate corruption in health sector EEE— )] 7
Improvement of treatment facilities s == 16.6
Medical equipment 134
Increase number of doctors and hospitals 1 12.8
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g
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Reduced hospital charges
Proper monitoring of the existing facilities ————————— 95

Improvement of Hospitals s 8.7

Region wise employment of doctors 3.9
Improvement in medical sector 2.8
Improvement in medicine supply 1.8
Ensuring presence of doctors all time in the. .= 1.2
Providing health card and medical insurance 1.1

3.7.3  Use of Insurance Services

In Bangladesh when someone talks about insurance it normally refers to life insurance or general
insurance (car, machinery and equipment, factory building, commodities and products in international
trade, etc). Generally, people do not refer to health and education insurance or other types (education
saving etc). Data shows 84.3% of HHs view in the positive to have life insurance policy, but only
8.2% and 6.7% have health and education insurance respectively. Normally, these 8.2% people
include those who frequently travel abroad and need to have health insurance before visa is stamped
in their passports. In Bangladesh, health insurance is not very much practical. Therefore, only 15.2%
are expected to have health insurance in future. Figure below shows share of insurance services where

life insurance occupies more than 84% and thus it reveals huge scope for innovative insurance scheme




that can target the expected population identified as demographic dividend. Also, Bangkadesh will
have a large number of elderly people going for retirement with higher life expectance but increased

need for soe common diseases due to their age.

Figure 3.21 : Insurance Services Availed

(in %)
84.3
8.2 6.7 7.5 2.7
— I — —
Life Insurance Health Insurance Education Saving & Others
Insurance Retirement

Satisfaction with regard to insurance services by Insurance Companies differs and 47% of the people
expressed satisfaction with insurance companies’ service, but the population in these HHs surveyed is

so scanty that it would not be wise to drive a conclusion on service provisions.

3.7.4 Use of Communication Services

Data shows that 76.3% HHs have access to internet and only 23.7% do not. This indicates That means
that HHs are not only aware of ICT benefits but also taking advantage of this. In this regard,
maximum use is being made via mobile phone, which in around 52%. Since everyone in the middle
income HHs have been keen to have at last a mobile there exists a big market for mobile phone. The
demand for mobile set shall gain momentum irrespective of age bracket. On the other hand, demand
and use of laptop is mainly confined to members aged between 20 to 55 years, because they maintain
necessary information in their computer. But, currently, only 11% people use computer in
Bangladesh and therefore, there is a huge untapped market exists. People mainly prefer to take the
service of mobile Internet (68.8%) and second prefered internet is Broadband (24.5%). However, Wi-

Fi-service is yet to gain popularity among the upcoming consumers which now stands around 7%.

Figure 3.22: Status on Internet Figure 3.23: Interent Service System
Access Wi-Fi

No services __———

24% ‘ 7%
Broadband / .
. Internet - Mobile
es 24% Internet
76% 69%

The survey reveals that almost 90% of the HH are aware of ‘Online Shopping System’ presently in
operation in Bangladesh. However, the service has yet to gain popularity as people prefer to take
purchasing decision only after physical verification of the products. Acceptable facility for virtual

display of products needs further improvement to convince untapped consumers. Only 14.9% go for

Report on Emerging Middle Income Class in Bangladesh | Prepared by: Young Consultants ﬂ



Online Shopping whereas majority of the people are yet remain outside this facility. Those who prefer
on line shopping, 56.1% of them bought clothes, 15.8% bought electronic goods, 13,7% watches

(mainly wrist watches), and 9.4% cosmetics as can be seen in Figure below:

Figure 3 24: Goods Purchased via Online

(in %)
56.1
10.8 3.6 13.7 15.8 -
Others Shoes Cosmetics Watch Electronic Cloths

goods

Till now Online Shopping system gains popularity among consumers, however, it needs more time to
take bigger shape . Creating provision for change or replacement of goods bought online may promote
more buyers or users of online shopping. Furthermore, online shopping mostly involves cash payment
and payment via credit card poses difficulties. Purchasing items using mobile still remain very much

limited and used for home delivery food item only.
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Chapter 4

Estimated Income-wise Population and Market Size of Consumer Durables

4.1 Middle Income Class in Bangladesh

There is no fixed definition of a middle income class in Bangladesh. Moreover, available data on
income-wise population of Bangladesh with BBS is not consistent to reality, which made the
estimation of future demand for selected consumer durables a very tough job. Furthermore, the
categories of income broken down in the TOR seems more appropriate for a developed country as the
national average income per household is provided in the HIES 2010 report of Bangladesh Bureau of
Statistics (BBS) is around Tk. 11,500 only ( US$147 approximately ). These income brackets are not
appropriate for a developing country like Bangladesh. In absence of any realistic statistics on different
income-wise population in Bangladesh, the study team found it difficult to project the future demand

of selected consumer durables.

4.2 Methodical Approaches in Estimating Income-wise Population in Bangladesh

In order to come up with a robust estimate of income-wise population for future demand analysis, two
distinct methodical approaches have been applied based on various secondary data and recent research
findings. Demand projections are also made following two sets of data to assess future market
prospects of selected consumer durables in Bangladesh. Thereafter, one can draw a line based on

his/her requirements. Both approaches are briefly explained below:

4.2.1 Approach in Estimating Income-wise Population based on BBS data

Under this approach, the study considered Households Income and Expenditure (HIES) 2010 report
that contains data relating to household income and expenditure. Over the period 2010 — 2016 income
of the household has increased significantly due to many factors like increase in incoming remittance
flow, increased job opportunity, and most importantly new pay scale implemented by the government
of Bangladesh in 2015. GDP growth rate in Bangladesh is 6% plus constantly for last half-decade.
Considering all these factors, we assume that during the period from 2010 to 2016 overall income of

the population of Bangladesh has increased at a rate of 10% per year.

Based on this assumption (10% income increase /year) and using the HIES 2010 data, the average
household income has been estimated and presented in Table below along with percentage of

households belonging to different income groups:
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Table 4.1: Projected Average Monthly Income (in BDT) of Households
Income Range (BDT)

2010 (HIES)

<1500
1,500 - 1,999
2,000 -2,499
2,500 -2,999
3,000 — 3,999
4,000 — 4,999
5,000 — 5,999
6,000 — 6,999
7,000 — 7,999
8,000 — 8,999
9,000 — 9,999
10,000 — 12,499
12,500 — 14,999
15,000 — 17,499
17,500 — 19,999
20,000 — 24,999
25,000 - 29,999
30,000 — 34,999
35,000+

2016 (Assuming 10% increase /year)

<2,657
2,657 —3,542
3,543 — 4,428
4,429 -5,314
5,315-7,085
7,086 — 8,857
8,858 - 10,628
10,629 — 12,400
12,401 - 14,171
14,172 — 15,943
15,944 — 17,715
17,716 — 22,144
22,145 -26,572
26,573 — 31,001
31,002 - 35,430
35,431 — 44,288
44,289 — 53,146
53,147 — 62,003
62,004 +

Region-wise Percentage of HHs

Urban

1.30
0.80
1.06
1.42
5.05
5.74
6.90
6.72
5.97
5.49
4.80
11.51
8.25
6.82
4.63
6.67
3.93
3.58
9.37

Rural

3.25
2.70
3.76
4.62
10.81
11.34
9.26
8.36
6.60
5.14
444
9,02
5.47
3.67
2.78
3.32
1.77
1.30
2.40

National

2.72
2.19
3.03
3.76
9.26
9.84
8.62
7.92
6.43
5.24
4.54
9.69
6.22
4.51
3.28
422
2.35
1.91
427

The major income groups as indicated in TOR are HH having income below $5,000 (Low income
bracket), HH Income between $5,000-$15,000 (Middle income bracket), HH Income between
$15,000-$35.000 (Upper middle income bracket) and HH Income more than $35,000 (High income

bracket). Dollar figures of these income groups are converted in BDT per month and the modified

income groups are:

HHs having an average monthly income below 31,000 BDT is Low Income,

HHs having average monthly income between BDT 31,000-99,999 is Middle Income,

HHs having average monthly income between BDT 100,000-249,999 is Upper Middle Income,

HHs having average monthly income above BDT 250,000 is High Income.

The study assumed that the emerging middle income group population of Bangladesh belongs to HHs

having average monthly income between BDT 31,000-250,000 and the primary data was collected on

these types of HHs. The income level as outlined by BBS under HIES of 2010 corresponding to

income level of 2016 assuming a graduate year on year increase stands at BDT 26,573 to BDT



31,001. From BDT 31,000 onward lower middle income class has been gradually doubled upward to
upper middle income and high income. HHs having monthly income of BDT 250,000 and above has
been catagorized as high income whereas household earning between BDT 31,000 to BDT 62,003
(HIES level 3500+) lower middle income class. Table 4.1 reveals that 28.18% (4.63%+ 6.67%+
3.93%+ 3.58%+ 9.37%) of the urban households have monthly income more than BDT 31,000. Since
a few household has income more than BDT 250,000, we have assumed that 1/7% of the households
are “High Income Group” or above upper middle income class. As such, 14.29% HHs (1.33%) of
9.37% belongs to high income group and the rest are upper middle income group (8.03%)'2. Lower
middle income populaiton are those having income of BDT 31,000 and above i.e. 4.63% + 6.67%+
3.93%+ 3.58% = 18.81%. According to the Ministry of Finance the level of poor stands at 24.8%.
Therefore, lower middle income group stands at 47.02% (100%-52.98% (1.87%+ 7.5%+ 18.81%+
24.47%)). Based on these data of different income groups, the pyramid has been drawn as shown

below:

& Upper Middle -
Income 8.03%

Lower Middle Income (18.81%)

Low Income (47.02%)

Poor (24.8%)

Figure 4.1 : Population Pyramid Of Urban Area

Projected Population in Different Income Brackets

At first, projection of emerging middle income population of Bangladesh has been made. In this
process, considering Population Census of 2011 as base, a number of researches or studies have been
projected as future population of Bangladesh, the latest projection published by Bangladesh Bureau of
Statistics in 2015. The projected population until 2061 for median variant fertility and mortality

scenario is given in Table 4.2:

12 The primary survey on middle income HH reveals that at least 1/7" of upper middle class belongs to high
income group as they spend more than BDT 200,000 per month as their household expenditure.
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Table 4.2: Projected Total Population (in thousands)

Year

2011 (Census)

2016
2021
2026
2031
2036
2041
2046
2051
2056
2061

Urban
35,095
44,701
50,990
57,724
64,468
71,659
79,170
86,782
94,811
103,001
111,248

Rural
114,678
115,518
120,694
124,371
126,266
126,843
126,466
124,881
121,652
117,558
112,142

National
149,765
160,219
171,684
182,095
190,734
198,502
205,636
211,663
216,463
220,560
223,390

Since the study concentrates mainly on urban middie income (income ranges from BDT 31,000 —

250,000) group, population projection of future middie income group has been made. It is not realistic

to project future market demand on a long term basis due to possibility of continued future changes in

product basket of the customers as well as availability of new and innovative goods and services.

Therefore, the study attempted to predict the future demand of selected consumer durables until 2026.

Table 4.3: Projected Urban Population and Percentage of Middle Income Group

% in Middle
Income Bracket

Year Total Urban
Population

(*000)

2016 44,701
2021 50,990
2026 57,724

26.84
31.2
37.4

Total Middle Income
Group Population

11,760,833
15,908,880
21,588,776

*No. of Middle
Income Group
HHs

2,613,518

3,535,307
4,797,506

*Assuming average HH size = 4.5 persons per family. **Income groups for the year 2021 and 2026 shown above have been estimated following

the method as presented in Table 4.1. Then sum of the per

tages of different i

groups indi

Latinm)

F 4

Fourth column of above table shows projected urban population and the percentage of urban middle

income group for the year 2016, 2021 and 2026. It is assumed that they will be the prospective

customers of the consumer durable goods and services. Detailed calculation is shown in Appendix-

4A.

Projection of Future Market Size

The market of the durable goods is expected to increase due to increased income at HH level in near

future as reflected during the field survey. We made an attempt to quantify the future market size of

these products with the help of future projected population and present usage pattern of the surveyed

HHs. The survey reveals data on the existing possession of these products as well as collected opinion

on aspiration to buy these in future. Based on these finding and also taking into account the projeted

income-wise population, future market has been estimated for year 2021 and 2026 as shown below:




Table 4.4: Projected Future Demand of Consumer Durables

Year 2016 Existing 2021 Expected
. Penetration Rate(%) Penetraot jonjitace
Middle Income HHs 2,666,166 3,535,307 (%)
Personal Car 293,278 11.00% 1,161,410 33%
Motor Bike 397,259 14.90% 853,251 24%
Washing Machine 271,949 10.20% 1,355,989 38%
Television 2,572,850 96.50% 3,198,552 90%
Refrigerator (Normal) 2,599,512 97.50% 2,920,492 83%
Refrigerator (Deep) 919,827 34.50% 1,742,942 49%
Microwave Oven 951,821 35.70% 1,948,898 55%
Air Cooler 634,548 23.80% 1,547,650 44%
Laptop 698,535 26.20% 1,955,806 55%

For calculating the future demand of the selected consumer durables, the survey data of the HH’s
intent to buy the selected consumer goods has been crucial. To calculate the future demand we took a
conservative approach due to the uncertainity of the future hence we assumed a 50% replacement of
consumer durable of the households who already owns a consumer good and has shown intent of

purchasing. Detailed calculation of table 4.4 is shown in Appendix-4A

Future market trend among the selected consumer durables can be made more visible from the figure

presented below:

Figure 4.2: Estimated Future Demand For Consumer Durables
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From the table 4.4 and figure 4.2 we can interpret an increasing rate of owners from 2016 to 2021 as
per calculation. Based on the calculations, the expected penetration rate of of all consumer durables

have increased expect television and refrigerator this is because from the near 100% HHs owning
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television and refrigerator only a 45% and 21% of them showed intent in purchsing these two goods
of which 50% is assumed to be replaced. Demographic dividend of Bangladesh indicates a large
number of young generation who are aspirant to own laptops, demand for air cooler is increating due
to climate change and other reasons, micro woven is yet to penetrate in HH at a reasonable number as
it is a new addition to home appliance; normal refrigerator is commonly used, however house wives
have aspirantion to own deep freeze to preserve packed and canned foods and to avoid frequent
shopping from the wet market; demand for Television will increase to change the models from the
traditional ones to flat screen LED; washing machine is also a new item having huge untapped

market within middle class families in Bangladesh.

4.2.2  Approach in Estimating Income-wise Population based on another secondary data

The study team takes into account three different researches concerning income group classification
and population in Bangladesh. These studies are produced by Dr. Binayak Sen, Boston Consulting
Group (BGC) and Pew Research Centre. According to (Sen, 2015) per day earning 2-3 US$ refers
middle income group while BGC refers per day income 13-21 US$ as middle income. But, (Pew
Global, 2015)" classified the income group in Bangladesh in different way which are <2USS$ as poor,
US$2.1 - US$10 as Low income, US$10.1 - US$20 as middle income, US$20.1 - US$50 as upper
middle income and lastly > US$50 as rich. This is a standard considered globally according to the
paper. In order to make the income categories more logical and realistic as per BBS data, we make a
further division in the low income group category. It is assumed that US$2-$4 as low income and
US$4-10 as Lower middle income and the rest remained same. The methodology below explains how
we estimated the income-wise population of Bangladesh for the year 2015 and further. The research
findings of Pew Research Centre are used as a reference for our income-wise population estimation
where income-wise population has been calculated for the year 2001 and 2011 and the change in

income-wise population during this time is explained as shown below:

Table 4.5: Income-wise Population in the Year 2001 and 2011

Particulars 2001 % Share of 2011 % Share of
Total Total

Population Population

Total Population 133,776,064 100% 153,405,612 100%
a.Poor <2US$ 73,844,387 55.2 59,981,594 39.1
b.Low income US$2.1 - $10 58,460,140 43.7 90,969,528 59.3
¢. Middle income US$10.1 - $20 1,337,761 1.00 2,147,679 1.4
d. Upper middle income US$20.1 - $50 267,552 0.2 460,217 0.3

Note: As per Pew Research Team there is no population in the rich category for Bangladesh

3 Pew Research Center conducted a study fitled “A Global Middle Class Is More Promise than Reality”, where it considered per day  2UISS as poor, (/S82 1 -

(IS§10 as Low income, USS$10.1 - USS20 as middle income, US820 | - US$50 as npper middle income and lastly  US850 as rich



From the data presented above, we were able to find a pattern which helped us estimate the income-
wise population for the year 2015 and further. We found that, the net number of increased total
population and the number of people coming out of poverty from 2001 to 2011 has been distributed at
around 97% to the low income group, of which 54% for Low income and 46% at Lower middle
income after dividing the income groups. Then the rest has been distributed at 3% and 0.06% to upper

middle income and high income respectively. Detailed calculation can be seen in Appendix-4B.

Taking the pattern of distribution into consideration for calculating the income-wise population, we
calculated the poor population of 2015 which was 24.8% the poverty rate as per Bangladesh Bureau
of Statistics. Then we calculated the number of total population increased and the number of poor
coming out of poverty. Based on the calculation methodology mentioned above we estimated the Low
income, Lower Middle income, Upper Middle income and High income groups for the year 2015.

The distribution can be seen below in the pyramid (figures are all rounded up to nearest decimal place):

Hig me

Upper Midd

Income’ 1.c

Lepsyier i [0 e

Figure 4.3: Income-wise Population Pyramid

Keeping consistency with the monthly household income of income groups as per Pew research team
and BBS, we consider Poor (<$2 per day = BDT 8000 per month), Low income ($2.1-$4 per day =
BDT 8000-14999 per month), Lower middle income ($4.1-$10 per day = BDT 15000-40000 per
month), Upper middle income ($10-$20 per day = BDT 40000-78000 per month) High income (>$20
per day => BDT 78000 per month).

The income range mentioned in the TOR for middle and upper middle income group is considered to
be equivalent with the upper middle income and high income group of Bangladesh by the study team.
For forecasting the future income-wise population in Bangladesh, the expected growth rate of
population of 1.2% as per UN Population Divisions and the rate of poverty reduction at 3.3% was
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taken, and then calculated based on the data available from the World Bank. Taking these rates, we
estimated future income-wise population as provided in the table below:

Table 4.6: Projected Income-wise Population for the Year 2020 and 2025

Income-wise 2015 Y 2016 A 2021 2026 %
Category (million)  Share  (million) Share (million  Share (million Share
Total Population 160 100 163 100 170 100 11 100

a.Poor 399 248 386 24 33 19.8 28 15.7
'b. Low income 63 395 65 40 73 42.1 80 44.2
¢. Lower Middle 54 33.7 55 34.1 61 35.9 68 37.7
“d. Upper Middle 28 176 2.9 1.79 3.2 1.9 3.6 2.0

mcome

e. High income .15 0715 1.17  0.718 1.2 0.73 1.3 1.0

Note: The figures are all rounded up

Based on the above estimation, we have calculated the number of households considering the average
household size of 4.5 persons, for the year 2015, 2020 and 2025 as furnished in the table below:

Table 4.7: Estimated Number of HH in Different Income Categories in Bangladesh

8872649 8,579,851 7,254,578 6,134,010

Loy 14134187 14512433 16372137 18,196,245

~ ) [EE— ——

e 12040213 12362443 13,946,635 15,500,505

_—_ — _. 630,844 648,897 737,657 824,718
= ¥ ___—_=-—I__:F_-

255,852 260,185 281,487 298,640

Considering the above projected number of HH and based on the survey findings of primary survey
conducted at HH level, the market penetration rate of selected consumer durables has been estimated
as shown in the tabled below:

Table 4.8: Estimated Market Penetration Rate for 2016

Consumer Durables Number of Income Number of Income Total number Total
Owners group Owners Group of owners Penetration
(Upper Penetration (High P/Rate (UM+HI) Rate
: — - ~ Middle) Rate Income) o o N
1.Personal Car 11,000 11% 88,999 89% 99,999 11%
2.Motor Bike 58,636 43% 77,726 57% 136,362 15%
3.Washing Machine 22,727 25% 68,181 75% 90,908 10%
4.Television 476,177 54% 405,632 46% 881,809 97%
5.Refrigerator (N) 467,359 53% 414,450 47% 881,809 97%
6.Refrigerator (D) 95,454 30% 222,725 70% 318,178 35%
7.Microwave Oven 98,181 30% 229,088 70% 327,269 36%
8.Air Cooler 45,818 21% 172,362 79% 218,179 24%
9.Laptop — 121,090 37% 206.180 63% 327,269 36%

Note: Number of owners= Numbner of Households, N=Normal, D= Deep
With the aim of forecasting the future demand of selected consumer goods of Table 4.8 the HHs were

asked about their willingness to buy the mentioned goods in the next 5 years. Although the findings

have been shown in Chapter-3 Table 3.7, we broke it down further to get detailed information of the
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HHSs’ intention, who currently own a consumer good and who do not, to buy a consumer good in the
next 5 years. Based on the data we calculated the demand for the selected consumer goods by the
middle and upper middle income households for the year 2021. The table below shows the forecasted
upper middle and high income households that will be using the selected consumer goods:

Table 4.9: Estimated Demand for Consumer Durables in 2016 and 2021

Consumer Durables Owners 2016 Expected Owners 2021

Personal Car 99,999 399,587
Motor bike 136,362 289,088
Washing Machine 90,908 460,449
Television 881,809 1,094,670
Refrigerator (Normal) 881,809 996,490
Refrigerator (Deep) 318,178 595,675
Microwave oven 327,269 668,356
Air cooler 218,179 531,266
Laptop B 327,269 719,628

Note: Number of owners= Numbner of Households

From the survey, we were able to find the data of the middle and high income households’
willingness to buy selected consumer good in the next 5 years. There were households already owning
a consumer good who showed intent of purchasing another consumer household of which we assume
50% replacement purchase. The rest 50% along with new households willing to own a consumer
durable will be added with the existing owners of 2016. The added value have provided the figures
found for the year 2021. The calculation of the above table is shown in Appendix 4B.

Future market trend as projected and shown in the above table can be made more visible using the
graph as below:

Figure 4.4: Future demand of Selected Consumer Durables
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Based on the estimated market penetration as shown in the Table 4.8, the future market value of

selected consumer durables has been estimated as shown in table below:
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Table 4.10: Estimated Future Market Value of Selected Consumer Durables (in USS)

| Consumer Durables | 2016 | Existing Market | 2016 | 2021 2026
*Purchase Value in USS$ : Total Market in ‘ Total Market i Total Market
| Price in USS | (in million) | USS$ in US$ USS (in million) |

[[I— ke ! = L inmil) | (inmil) |

| Personal Car 25038 [ 2503 | 22,761 | 32,567 | 45,816
Motor bike _ 1940 | 264 _ 1,764 | 2,524 | 3,550
Washing Machine 357 | 32 324 I 463 | 652
Television 359 | 316 I 326 | 466 : 656
Refrigerator (Normal) 475 | 418 | 431 | 617 869
Refrigerator (Deep) 377 | 119 [ 342 ] 490 _ 689
Microwave Oven _ 185 60 168 241 ' 339

[ Air Cooler 900 ! 196 | 818 ] 1,171 . 1,647

| Laptop 589 ' 192 ! 535 i 766 | 1,078

*Market value has been estimated based on assumed purchase price of consumer durables

Personal Car: From the survey we found that 11% respondents of upper middle and high income
group together owns personal car. Of the 11% households, 89% are from high income group owning
personal car while only 11% of them are from upper middle income group. In total 100,000
households are owners of personal cars. As per BRTA’s (Bangladesh Road Transport Authority) data,
till end of February 2016, 292,147 personal cars are registered. The figure for holding personal car is
low because the survey has been done on middle income class but BRTA’s data shows 226,645 of the
total registered cars are from Dhaka. As per our estimation, the current market value is US$ 2.5
billion while the total market size is estimated at US$ 22.76 billion and a huge market is still untapped
at present. Based on the current trend of holding personal cars, the total market value for personal cars
is estimated at US$ 32.57 billion and $45.82 billion in 2021 and 2026 (Table 4.10) respectively.

Motor Bike: Total penetration rate in the middle and high income market is 15% of which 43%
belongs to upper middle and 57% belongs to high income group. Currently, 136,362 motor bikes are
owned by the upper middle and high income group. There are 1.4 million motor cycles registered
currently in Bangladesh as per BRTA statistics. This shows motor bike is not usually preferred by the
upper middle and high income group. It is assumed from the data that most of the motor bikes are
normally owned by the lower middle and low income group. The total market size of the motor bike
for the upper middle and high income group is estimated at US$ 1.6 billion in 2015, of which US$
264 million market has been captured by the motor bike companies. The total market size for motor

bike is estimated at US$ 2.5 billion and US$ 3.5 billion in 2021 and 2026 respectively (Table 4.10).

Washing Machine: Total penetration of washing machine is 10%, of which 25% belongs to the upper
middle income and 75% belongs to the high income group. In total, 90,908 washing machines are
currently owned by the upper middle and high income group. Washing machines have entered the
consumer market of Bangladesh very recently. From the market penetration rate we can consider it to
be a rich man’s product as the washing machine owners are mostly from high income group. The

estimated market size of the washing machine for upper middle and high income group is US$ 301



million, of which US$ 32 million is already captured. The future market is estimated at US$ 463
million and US$ 652 million in 2021 and 2026 (Table 4.10) respectively.

Television: Of the total upper middle and high income HHs surveyed, around 97% own television,.
Television has become a necessity for every household belonging to upper and high income group.
The penetrated market size of television is US$ 294 million whereas the total market size is US$ 303
million. The future market is expected to grow in 2021 and 2026 worth US$ 466 million and US 656
million respectively (Table 4.10).

Refrigerator (Normal): Normal refrigerator is also a common good owned by most of the upper and
high income households. Nine seven percent families own refrigerator, of which 53% belong to upper
middle income group and 47% belongs to high income group. The penetrated market size is US$ 389
million whereas the total market size is US$ 401 million. The estimated market of normal refrigerator
is expected to grow to US$ 617 million in 2021 and US$ 869 million in 2026 (Table 4.10).

Refrigerator (Deep): The total penetration of refrigerator (deep) is 35%. Of which 30% owners
belong to the upper middle and 70% owners belong to the high income group. From the collected data
it is found that purchasing a refrigerator (deep) is common for a high income group. The market
penetrated size is US$ 111 million whereas the total market size is US$ 318 million and a huge
market still remains untapped. Future market of refrigerator (deep) is estimated to grow at US$ 490
million in 2021 and US$ 689 million in 2016 (Table 4.10).

Micro Oven: Thirty six percent (36%) families bought micro oven, of which 30% are upper middle
income groups and 70% are high income group. The micro oven market worth US$ 56 million.
Survey findings revealed that upper middle and high income households normally buy micro oven.
The total market size in 2015 is estimated to be US$ 156 million. The future market size of micro

oven is expected to increase at US$ 241 million in 2021 and US$ 339 million in 2026 (Table 4.10).

Air Cooler: The total market penetration is 24% which is valued at US$ 182.5 million against the
total market size worth US$ 760 million. Demand for air cooler will increase in Bangladesh due to
several reasons including adverse effect of climate change. The estimated the market size to grow
further at US$ 1.17 billion in 2021 and US$ 1.65 billion in 2026 (Table 4.10).

Laptop: The market penetration rate stands at 36% which is valued at US$ 179 million, of which
37% are upper middle income group and 63% high income group. Laptop has entered the market very
recently and is capturing the market very fast. Gradually the owners in both groups will increase. The
future market is estimated at US$ 766 million in 2021 and US$ 1,078 million in 2026 (Table 4.10).
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CHAPTER 5: EXISTING PRODUCTION, SALES AND
DISTRIBUTION OF CONSUMER DURABLES
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Chapter 5

Existing Production, Sales and Distribution of Consumer Durables

This part of reporting is beyond the TOR that contains issues in brief to provide an opening idea about
production, sales and marketing of electronics products in Bangladesh, which may be hint for the
prospective investors. Subsequent sections explain the initial findings of the survey on 9 (nine)
leading local producers and 87 (eighty seven) retailers in six divisional cities. Retailers are mainly

Dealers or Agents or Distributors nominated by the local producers and importers of these items.

The leading local producers in Bangladesh who agreed to share their data include Rangs Electronics,
Howlader Electronics (Royal), Electro-mart, RB Group (Walton), Esquire Electronics, Butterfly
Marketing, PRAN Group, Unitech Electronics and Khan Trading House .Questions of divergent
nature have been asked to solicit production status, total annual turnover, nature of operation
(assembling or production), marketing channel, main customers, current business or market trend,

future market growth possibilities and required assistance expected from the government.

5.1 Basic Profile of Leading Local Producers

Most of the local companies are private limited companies with exception to a few having public
limited companies. Except one importer the rests are engaged in assembling and production singly
and also in joint venture, The total estimated annual turnover of eight local companies was reported to
be BDT 71.145 billion and the annual business turnover of individual local producers ranges from
BDT 120 to BDT 28,000 million. Attempt was made to collect basic data on three common items
namely Television, Refrigerator and Air cooler. Existing capacity utilization of local companies
ranges from 10% to 81%, expect one company that utilizes 100% capacity for assembling of
Television. Average company-wise capacity utilization level for Television, Refrigerator and Air
Cooler is around 51%, 56% and 37% respectively. Reasons behind capacity underutilization could be
identified. However, it is apparent that the local market of electronic products is competitive. Table

below furnishes data on nature of business and capacity utilization level of leading companies:

Table 5.1: Local Productions of Key Consumer Durables

Name Television

_Refr_igerator Air Conditioner

Nature of Ca;;acity ~ Nature of Capacity ~ Nature of Capacity

business Utilized business Utilized business Utilized
1.Butterfly Marketing Assembling 21% Assembling 50% Assembling 22%
2.Esquire Electronics Assembling 47% - - Assembling 10%

3.Unitech Products - - Production 81% Production 30%
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4.PRAN RFL Group A'ssemb'l-'i'ng 60% Assembling 50% Assembling 50%

5.Rangs Electronics Assembling 50% Assembling 50% Assembling 40%
6.Howlader Electronics Assembling 50% Assembling 33% Assembling 20%
7. Electro Mart Assembling 100% Assembling 75% Import 100%
8. RB Group (Walton) Assembling - Assembling 58% Production 23%

9. Khan Trading House Assembling 30% Assembling 50%

Beside these items stated above, two companies import and market washing machines. However,
other items like Toaster, Juice Blender, Rice Cooker, Micro Woven, Geezer, Room Heater,
Dehumidifier, etc. are being imported and sold by the Retailers. Companies are applying almost

similar strategies but at a varying degree that can be evident from primary data furnished below:

Table 5.2: Method of Sales and Distribution

Name Pran Unitec Khan Rangs Royal Electro Walton Esquire Butterfly
-mart

Method of sale

Direct sale 10% 35% 55% 25% 50% 40%

Own 35% 65% 30% 55% 40% 20% 60%

distribution

Distributor 50% - 10% 60% 30%

Retail sales 5% - 5% 20%

More than seventy seven (77.7%) Respondents opined that current market trend would be positive due
to gradual increase in people’s income level and easy access to product market and only 11.2% local
producers anticipated a decline in future and another 11.2% expect a stagnant situation. With
increased extra demand the local producers will expand their capacity as reported by 100%
respondents and 77.7% expect that demand to grow by 20% whereas 22.22% anticipated growth rate
to be 11.20%. Analysis revealed that proliferation of selling points by the Retailers have a negative
impact on the sale of individual outlets due to increased competition among them keeping the pie as it

although they reported decline in sales.

Challenges being faced by the local producers include market competition, poor infrastructure,
restricted regulatory policy and lack of access to finance and sourcing raw materials at a reasonable
cost. In future, they anticipate further challenges like political instability, tougher regulatory policies
and change in customers’ buying behavior. Expected support from the government includes tax

incentives, easy access to finance and relaxation of government regulations.
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5.2 Findings of Retailer’s Survey

In order to assess the current market demand and trend of consumer durables in Bangladesh, 87
Retailers in 6 divisional cities (Dhaka, Chittagong, Sylhet, Barisal, Khulna and Rangpur) were
interviewed. Among these cities Dhaka and Chittagong were focused more in view of the population
size and as such, 29 Retailers in Dhaka and 21 Retailers in Chittagong were interviewed. Figure 6.1

shows the Retailers surveyed in different divisional cities:

Figure 5.1 : Number of Retailers Surveyed

H Dhaka |
m Chittagong

® Rangpur
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The survey aimed at identifying the nature of ownership of enterprises, their business pattern (like
Agent or Dealer or Distributor), legal forms and size, amount of investment and bank loans (il any),
number of stock keeping units (SKU), sales volume, sales commission/incentive, mode of payment
(cash or credit), customer’s preference, importance of after sales service, etc. The study attempted to
assess the presence of Japanese products, prospects of second hand market in Bangladesh and also

sought suggestions for required support to promote sales and usage of these consumer durables.

5.2.1 Basic Profile of Retailers
A comparative scenario among those three business forms are shown below in table below:

Table 5.3: Profile of Retailers/Dealers/Distributors

Type of Legal Entity ~ Average  Averagesigned  AverageNo. ~  Average

agreements - stock keeping: in lent

~ units N
72
15 1.25

43 13.87

Among the 87 enterprises surveyed, 87.4% are Sole Proprietorship and the rest are Private Limited
Companies (PLC) and Partnership concerns. The average monthly sales of PLC is BDT 2.2 million
which is highest, followed by BDT 1.65 million and BDT 0.45 million for sole proprietorship and
partnership entities respectively. Similarly, average number of signed Dealership or Distributorship

agreement. Average number of stock keeping unit (SKU) is highest for PLC. Also, the private limited
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companies invested higher amount compared to other types of business entities. The average daily
sale of a Retailer is BDT 40,000. Mode of payment at retail level varies from buyer to buyer;
however, commonly cash sales are being taken place in most cases. Retailers receive sales
commission as incentive from time to time on each item they sell. Security deposit is common for
almost every Retailer if he or she wants to be an Agent or Dealer and Distributors. However, the
amount and other conditions may vary product to products. For convenience, the survey team
interviewed those retailers who sell multiple products or variety of selected electronic products and
home appliances under one roof. Again, items like Personal Car, Motor Cycle, Bi-cycle, Camera,
Medical and Exercise Equipment were covered less as there are a limited number of outlets selling
these items. Accordingly, the findings are analyzed in two product groups; one group covers Personal
Car, Motor Cycle, Bicycle, Camera, Medical and Exercise Equipment and the other group covers all

other products.

5.2.2 Main Customers of Selected Products
While this study was conducted on different Retailers, Dealers and Distributors of consumer durables,
they were asked about their customers. According to their responses, customers are based on 3

categories of different products are listed as below:

Fiigure 5.2 : Main Customers of Selected Consumer Durables

mLower Middle Income  mMiddie lncome ITigher Income
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5.2.3 Existing Demand for Consumer Durables

The survey collected primary data from the Retailers on the existing and future demand of selected
products among consumers and their opinions are categorized as high, moderate and low. Charts
shown below explain the situation in four different groups namely Home Appliance, Vehicle and

Transport, Kitchen and Utensils and Entertainment equipment and devices.

Figure below shows demand for kitchen items and utensils among the customers as reported during
the retailers’ survey. Among the items, Electrical Iron, Juice Blender, Normal Refrigerator and Micro
oven are having high demand due to the fact that middle income families buy these as essential items
now-a-days. Demand for Toaster is very low followed by washing machine. Middle income families
are yet to buy Toaster and washing machine. However, all the items except Toaster are having

moderate demand and in terms of percentage, it ranges from 41% to 66.1%.

Figure 5.3: Demand for Kitchen Items and Utensils
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Demand for Entertainment devices is also shown in the chart below
Figure 5.4: Demand for Entertainment Devices
100
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Low 16-
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40 =High 25.4 33.3
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Demand for home appliances is also shown in the chart below:
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Figure 5.5: Demand of Home Appliances
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Demand for Transport and Vehicle Items is also shown in the chart below
Figure 5.6: Demand of Transport Items
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While identifying the top brand of these items, it was found that for two items the local producers
ranked top and these are like Walton and Rahimafrooz. The local producer having brand name as
Walton appeared as top brand in case of Refrigerator (both normal and deep), washing machine, air
cooler and Rahimafrooz captured top position in case of Instant Power Supply (IPS). Again, in case of
Washing machine, Micro woven, Toaster and Cell phone, Walton has been ranked as second brand

although it is a local company. Some brands may not be in the top 5 list. Top five brands identified

during the survey are furnished in the table below:

Table 5.4: Top Five Brands Demanded by Customers

Products

Hero - - -

m Suzuki Honda Hero Walton =

wWashing Machine LG Walton Hitachi Whirlpool Akai
Sony Walton LG Samsung Konka
Refrigeraton Walton Sharp Hitachi Singer LG

(INOnmal)
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Walton Singer Sharp Jamuna Haiko

Miyako Walton Panasonic Samsung Noka
Miyako Sebec Walton Panasonic Philips
Walton General Honey Well Samsung Singer
Nova Miyako Novena Walton LG
Walton Miyako Philips Panasonic Nova
Miyako Walton Philips Nova Panasonic
Deli Samsung - - -
Sony Dell Acer Samsung Toshiba
Sony Sebec Akai Konka Miyako
i Sony Canon Digital - -
Celll Phione i Samsung Walton Symphony . -
Lt Walton Hitachi Miyako Mega Panasonic
Rahimafrooz Singer Samsung - z
R Nova Miyako Sebec Walton Rawa
Miyako Shamim Ariston Hotpoiled Gallon

52.4 Business Trends

Fifty one percent Retailers reported that their business is declining while 42% mentioned their
business as stagnant and only 7% Reatilers thought their business is growing. This is evident from the
decline in overall sales which was BDT 13 million in 2013 against BDT 8 million in 2015. Twenty
percent (20%) respondents mentioned decrease in sales volume as main reason. But, the overall sales
volume of local manufacturers and/or importers has increased as reported during the interview.
Therefore, decline in sales volume at individual retailer’s shop is due to opening of an increased

number of retail shops within same location as they shared the total market.

5.2.5 After Sales Service and Its importance

In Bangladesh, the consumer durables market, is very competitive and there are many brands from
different countries like Japan, China and Korea. In case of consumer durables after sales service is
very important factor while marketing. Figures below shows the after sales service currently being
provided by the sellers of consumer durables where guarantee for spares parts ranked the top,
followed by quick service after making any complain by the customers and also free home service and

warranty are important factors:
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Figure 5.7 : After Sales Service currently being provided (%)
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Type of after sales services recommended includes guarantee, quick service after complain, product-
wise service, assurance for spare parts, free home delivery services, life time services, etc. Figure 5.9

below present scenario where Guarantee ranked top, followed by quick service after complain.

Figure 5.8: Type of After Sales Services Recommended
(in percentage)
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Quick service after complain e = 1 105
Product wise service i ——— | 5
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Business representative of these enterprises also mentioned about some reasonable after sales services
that may increase growth in current business trend.

No Figure 5.9: Can better ASS
6% Increase the Overall Sales?

Majority of the respondents (94%) believe that a
customer oriented after sales service will increase the

current business trend.

Guarantee covers the majority of those responses as

23% respondents suggested offering guarantee on

every product. Quick and product wise services may
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also increase this trend as 30% of the respondents believe product-wise quick services can create a
positive impression on the customers about a particular product. In this globalized market,
organizations have to differentiate themselves, so they need to provide different service so attract
customets. An effective after sales services like delivery time, installation of product, warranty time

of product, feedback implementations can boost up declining business trend.

Forty seven (47%) Respondents-retailers, dealers or distributors received certain amount of
Commission or Incentive for a . L. .
Figure 5.10: Commission/Incentives from
particular product. Most of the Manufacturers/Importers
Retailers receive this commission

for Televisions, refrigerator and

1)

some local home appliances. Due - A%

to varying products and industries,

a standard commission rate does
not exist for all. But, within each
industry, some standard in Commission may exist. 44% of the retailers do not get any kind of

Commission or incentive as they mentioned. It may happen due to their producer’s industry policy.

In Bangladesh, retailers, dealers and distributors are expanding all over the county, especially in urban
areas. To be a dealer or distributors, different industries have different policy regarding dealership.

Figure 5.11: Requirement of Security 30% of the respondents mentioned that they

~ Deposit required a certain amount of money as a

security deposit for dealership while 59% of
the retailers, dealers or distributors got their
entrepreneurship without any security
deposit. These security deposit or bond
varies from industry to industry. On an
average a retailer had to deposit Tk. 10.7 lac
while some had to bond Tk. 50 lac for
security concern. Launching second hand
market in Bangladesh for consumer durable is yet to be popular idea for product marketing as only
76% negatively reacted. Reasons could be very simple as it may have impact on the sale of new

consumer durables.

In respond to a question on the required government, majority of Respondents requested for financial
support (71%) whereas only 29% respondent requested for non-financial support from the

government that may include infrastructure, policy support etc.
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Flgure 5.12: Launching Second hand market in Bangladesh
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5.2.6 Japanese Products in Bangladesh

Only a few respondents we covered in our survey are selling Japanese products as because, in
divisional areas except Dhaka and Chittagong people are unlikely to buy expensive products. Mostly
sold 3 products are Television, Refrigerator and Air conditioner. These 3 particular products are
highly demanded in Dhaka and other divisional areas. Other than these 3 products, retailers also
vending personal car, micro oven, cell phone and other expensive home appliances. A list of brands

of these three products has shown below:

Table 5.5: Top 3 Japanese Products and their Brands

Sl.  Products Top Brands

1  Television ¢ Sony, National and Toshiba
2 Refrigerator ¢ Panasonic, Sharp and Hitachi
3 Air Conditioner e General, and Toshiba

The Retailers’ survey although concluded on a limited scale provided an insight about the existing
pattern of electronic products market as well as future growth trend. Most of the Retailers are of the
opinions that with the passage of time business may have a declining trend. But, this is mainly due to
increase in competition, entry of new firms and proliferation of selling points at cities while increase

in consumer’s demand has been at a slower rate than expansion of these selling points.

It has been observed that local brands are getting preference over foreign brands. In case of foreign
brands, Chinese and Korean’s have upper edge over Japanese one due to price factor. Most of the
electric and electronics items manufactured or assembled in Bangladesh enjoy good acceptability.
However, in case of motorized vehicles and ICT items Japanese top the cost, then comes Korean ones,
Chinese items do have less preference. With increase in middle income group and Bangladesh’s
stepping into middle income status from LDC, a major thrust would be expected and this would lead

to higher demand for consumer’s durables.
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Chapter 6

Key Findings and Observations, Suggestions and Conclusion

6.1 Key Findings and Observations

Overview of Bangladesh Economy

e Bangladesh has been enjoying a 6% GDP growth on average for almost over a decade. For the
first time in the history of Bangladesh, the economy has hit 7% GDP growth in year 2016.

e The Government of Bangladesh is yet to achieve its targeted GDP growth rate since 2012. If this
continues, the Government would not be able to reach the target of making Bangladesh a middle
income country by 2021.

e GDP per capita has been increasing at a higher rate in the last decade which is a very good sign.

e GDP contribution by Agriculture sector has declined since year 2000, while GDP contribution by
Industry and Services sector has increased significantly from 2000 till date.

e Investment as a % of GDP has shown an increasing trend but rate of increase in investment needs
to be more.

o Inflation rate is 5.6% for the year 2016 and the inflation rate fell significantly since 2011.

e From 2014 the disposable income of the economy has nearly doubled and disposal income for the
year 2015 was BDT 53,036/-'* equivalent to US$ 680.

e During the period from 2011 to 2015, the total amount of FDI inflows in Bangladesh different
forms has shown gradual increase from an amount of US$ 1,136.38 billion in 2011 to US$
1,694.94 in 2015. In 2016, it has crossed US$ 2 billion, as reported recentl by BOI.

e Remittance from abroad is having an increasing trend and it stood at US$ 17.49 billion during
2015-16. Foreign currency reserve stood at US$ 22.32 billion and the foreign currency and gold
reserve have seen a rising trend since 2006 (US$ 3.9 million) up until 2014 (US$ 22.3 million).

e Trade balance at a negative of US$ 1.65 billion, fuelled by 11% import growth annually and
export grew at 3% during 2015-16.

e From 2010 consumer credit has increased at a higher rate compared to previous years standing at

around BDT 7,000 billion.

Population Analysis and Demographic Dividend of Bangladesh
e Population growth rate of Bangladesh is 1.20% for the year 2015.
e Since 1975, the Crude Birth Rate (CBR) and Crude Death Rate (CDR) has fallen greatly. Rise in

income level is a crucial factor for fall in CBR; and better healthcare had caused CDR to fall.

14 http://www.tradingeconomics.com/bangladesh/disposable-personal-income
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Projected population for 2020 and 2025 is estimated at 179 million and 202 million respectively
and projected growth rate is expected to fall every S years.

Bangladesh gained demographic dividend over 1.5 time since 2005. Research suggests that
demographic dividend is still underutilized. Increased investment in education, healthcare,
industrial infrastructure and human resources development are required to utilize this
demographic dividend.

Growing age group of 30-64, indicating a more experienced workforce. At present, total labor
force is around 78.9 million people with an average growth rate of 2.05% during the last 5 years.

Agriculture sector holds maximum share of employed labor force (45.1%) even after decrease in
share since 2005. The share of Industry sector in the employed labor force has increased since
2005 but still lower than services sector.

Participation of female in the labor force is increasing while participation rate of male in the labor
force is declining. Skilled labor force has increased to 5.80% since 2015 but not at an impressive
rate. The country still lacks a good number of highly educated and skilled labor forces to steer the
economy towards higher economic growth. Only 13% labor force in the market are formal while
around 87% labor force are informal indicating a majority of the population are not earning much.
There is an increase in international migration compared to local migration as working abroad has
ensured many families to get out of poverty. Female remits 90% of their income while male
remits 50% and Migration cost for Male is higher than Female. Remittance earners are most

living in rural area and they mostly belong to the low income group.

Living Conditions and Consumption trend of Middle and High Income Group

Primary survey covered 1,038 lower and upper middle income households/families in all
divisional cities, where about 55% (566) HHs reported their monthly family income ranges from
BDT 31,000 to 99,000 and about 45% (472) HHs have monthly income ranges from BDT 99,001
to 250,000. However, the average monthly expenditure per HH is only BDT 68,663 per month
Major items of the cost of living are attributed to food, house rent, education, salary for driver and
housemaid, transport, etc. The lower and upper middle income groups are highly optimistic about
rise in income in future. A huge chunk of income is set aside mainly for purchasing fixed assets to
secure the future, as it reflects a better social standing.

The average monthly spending of household on food is BDT 20,107 and the food market
represents the largest share of household expenditure, on an average 22.29%. With rise in income
expenditure share of food may gradually decrease.

The lower and upper middle income families incur average monthly expenditure for education
purpose is BDT 14,732 (16.33%); average monthly spending for housing is BDT 13,624
(15.10%); average monthly spending on transportation is BDT 6,526 (7.24%). Indivudual




households pay BDT 4,000 as average monthly utility bills (4.44%); average monthly expenditure
for paying the Salary of Driver and Maid is BDT 13,514 (14.98%); average monthly expenditure
for entertainment and recreation is BDT 4,680 (5.19%). Families are spending BDT 4,142 for
medical and healthcare. For electronic and ICT support, they spend an average monthly
expenditure of BDT 3,583, which is 4% of the total household expenditure.

e Among the families surveyed, 13.5% lower and upper middle income HHs have remittance
earners and the amount of remittance ranges from less than BDT 2,000 to above BDT 100,000 per
month and an average monthly remittance received per family is BDT 46,808/-.Remittance
earners working in countries namely USA (19.3%), Dubai (16.4%), UK (14.3%), Saudi Arabia
(7.1%), Canada (4.3%), Australia and Oman (3.6%), Italy, Malaysia, Kuwait and India (5.6%)
and other countries (25.7%). Main occupation of remittance earners is private services (58.6%),
followed by business (27.1%), professionals (9.3%) and rest are students and others. About 74%
of the remittane earnings is spent in daily family expenditure (subsistence), followed by 11.4% in
investment, 9.3% in savings, 7% in children education and least amount in spent for buying
landed property. So, remittance earnings have direct impact on the daily household consumption.

e Lower and upper middle income group of Bangladesh is highly optimistic about their future
income growth; about 90% of the families are expecting their income would increase in near
future. Among increased income expectants, 68% are expecting their income to increase in the
coming year, while 25% are expecting their income to rise in 2-3 years. They have high intent of
spending in fixed assets in future compared to others.

e Majority of the HH (68%) consider their standard of living to have improved in the last decade
and about 88% HH opined that some consumer durable goods are crucial to ensure improved
standard of living.

e Majority of the households prefer to stay within 5 km radius of their workplace. Bus, Rickshaw
and walking are the most common modes of transport by the middle income people

e Most of the families (90.8%) are having savings and 61.5% families regularly save money and
21.5% families save money whenever they find scope to save and this indicates families are
having good propensity of savings.

e Among the respondents, majority (67%) likes to eat outside restaurants and it is a growing
tendency among the middle income people of Bangladesh. Most important factors for eating
outside are the appetite of tasting branded fast food (46%), followed by tasting foreign cuisine
(35%) and (15%) to eat non-traditional foods. Reasons behind eating outside include eating
outside for fun (31%), eating outside to celebrate any occasions (21%) and eating outside for
ceremonies (17%). Currently, hotels and restaurants in major cities have good business prospects

although 18% HHs are still not eating outside their houses.
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Wet market “Kancha Bazaar” is most prefered place (90%) for purchasing grocery and quality of
clothes and latest fashion the most important factors while purchasing clothes by families and
49% respondents agreed that for high quality goods they are willing to pay high price.

Watching TV is a favorite pass time for the middle income group people. More than 73% families
prefered to visit their home at villages. More than 59% liked to visit friends and relatives at home
and only 42.7% visits local tourist places. Only 11% of the families prefer to go abroad, may be
due to financial solvency. Safety and security is considered as the most important factor for their
leisure activites.

Only 13.4% family took loan for household consumption. Only 14% and 19% of the respondents
use credit card and debit cards respectively. Households firmly believed that installment facilities
in purchasing consumer durables will undoubtedly boost their consumption. Sixty percent people
also mentioned Tax rebate may help them to purchase more consumer durable goods.

Percentage (%) of lower and upper middle income households own selected consumer durables

goods as found during field survey at household level can be seen as tabled below:

Consumer Durables Existing Users %
1. Personal Car 11.0
2. Motor bike 14.9
3. Washing machine 10.2
4. Television 96.5
5. Refrigerator (normal) 97.5
6. Refrigerator (deep) 34,5
7. Microwave oven 35.7
8. Air cooler 23.8
9. Laptop 26.2

The most important factor influencing purchase of the above mentioned selected goods is Brand
and quality and price is the 2nd and 3rd most important factor respectively. After sale service is
considered as very important by 90.4% families. Majority of the families choose imported goods
(58.6%), followed by foreign branded locally assembled products (24.9%) and locally produced
products (16.6%).

Major portion (28.8%) of the expenses on education takes the shape of private tuition and 52%
families desire to send their children abroad for higher education while 32.5% think otherwise due
to high cost and sending children out of sight and the rest 15.5% are undecided.

Nearest clinics and private hospitals are the most choosen places for treatment by the lower and

upper middle income households. More than 95% people in HHs are of the opinion that restricted



diet (95.6%) alternative medicine (71.5%) preventive medicine (79.9%) are vital element to take
care of good health. Therefore, the families are having good awareness about health care.

e Around twenty eight (27.7%) reported corruption is the number 1 issue to be addressed. Then
comes supply of medical equipment (13.4%) opined), lack of improvement in treatment facilities
have been identified by 16.6% HHs, where they recommended immediate government action.

e More than 84% of lower and upper middle income HHs have life insurance policy and only
15.2% hope to have health insurance in future.

e More than 76% of lower and upper middle income HHs have access to internet and the users of
mobile internet are 68.8% where broadband internet is 24.5%. On the other hand, Wi-Fi-service is
yet to gain popularity among the upcoming consumers which now stands at 6.7%.

e Almost 90% of the HHs are aware of ‘On-line Shopping System’ presently in operation in
Bangladesh. Only 14.9% buy through online shopping system whereas majority of the people are
yet remain outside this facility. Those who prefer on line shopping, 56.1% buy cloths, 15.8%

electronic goods, 13,7% watches (mainly wrist watches), and 9.4% cosmetics.

Projected Population and Future Demand for Consumer Durables

In absence of any fixed definition of middle income class in Bangladesh as well as lack of
authenticated income-wise population data, the study team relied on two distinct approaches for
having an almost accurate analysis. Firstly, the study team considered urban population data of HIES
2010 and made an estimate of income-wise population at urban areas. Secondly, the study team took
the income-wise population data of PEW Research Centre and made estimation of the future income-
wise population based on the trend found from the data. Finally, as the future is unknown and depends
on so many factors and parameters, it is in our view to be a little bit flexible, so as deviation from one
analysis to the other might not be huge. Alternative projections always leave a scope for
maneuverability. Under two distinct approaches, percentile share of different income-wise households

can be seen as tabled below:

First Approach 24.8% 47.02% 18.81% 8.03% 1.33%
Second Approach 24.8% 39.50% 33.70% 1.8% 0.70%

Based on first approach, the total number of projected HHs in the middle income category stands at
26.84% in 2015 whereas the second approach projected middle income HH at 35.5% of the total HHs
in the year 2016. Again, based on these above categorization of income-wise population, the projected

number of HHs under middle income groups can be seen as tabled below:
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Middle Income Group (HH) 2016 2021 2026
Estimation under First Approach 9,454,174 53,565,408 68,103,530
Estimation under Second Approach 13,011,340 14,352,907 15,998,661

Both approaches projected future demand for Consumer Durables for the year 2016, 2021 and 2026;
the first approach considered the demand for Consumer Durables in the urban areas only as the
primary survey was conducted in urban areas. The estimate made under second approach is based on
national figures (urban and rural). Also, the future market value of the selected Consumer Durables

has been estimated based on the current market price and the projected number of future customers.

6.2 Suggestions on Developing Future Market

Based on the survey findings and projections on the consumer market in Bangladesh, some
suggestions may be made in terms of government’s role and necessary support in improving the future
market facilitating the prospective business enterprises and investors in capturing the burgeoning
consumer market. Suggestions are also made against Leisure/Tourism, Education, Healthcare,

Financial and Insurance services.

6.2.1 Consumer Durables

a. Personal Cars and Motor Bikes: Import duty on personal cars has increased significantly with
the intention of reducing traffic on the streets as the major cities are facing increased traffic
congestion everyday collapsing normal economic activities. Such fiscal measure (increased import
tax) is commendable short-term solution but it reduces government revenues. This high tax rate is
affecting the standard of living of the growing middle income group and thus, it impacts negatively on
car market expansion. Therefore, instead of increasing tax for personal cars the government should
improve connectivity through new roads and highways and also encouarge developing satellite towns
at the ourskirts of capital city like in other developed countries. Simultaneously, divisional cities
except Dhaka and Chittagong should promote planned townships with better road networks. For easy
and cost effective movement, assembling of low cost motor bikes similar to Vietnam and other
countries should be promoted. Finally, improving other major cities through creating economic hubs
would also reduce pressure on the existing transportation system of Dhaka as people stop migrating
from rural to urban areas. If the government is successful in ensuring these developments, the demand

of increasd number of personal cars and motor bikes will increase in mid and long term.

b. Home Appliances (Washing machine, Television, Refrigerator, Microwave oven and Air
cooler): There is a huge future prospect for home appliances in Bangladesh as projected in this
report. However, prospects for investors in this sector will greatly depend on how the government

formulates its policies. To ensure greater consumer’s welfare, the government needs to stop protecting
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infant industries and encourage market competition through reducing import duty on these products.
This will ensure increased investments in the electronic goods manufacturing industries leading to
more quality products for the growing consumer market. Simultaneously, the government also needs
to reduce lending rates which would greatly increase consumption as cost of borrowing will fall.
Finally, the government shall initiate nation-wide massive ‘technical skill development training’
programs through utilizing its vocational and technical training institutes so that the foreign investors

take the advantage of hiring low cost skilled labor force for electronic assembling plants.

Finally, the survey findings revealed that the consumer market of Bangladesh is bound to grow to
fulfill the demands of growing middle income class. The government needs to facilitate the Investors
both local and foreign through developing and improving roads and high ways, ensuring increased
and smooth supply of utilities (electricity and gas), strengthening BSTI to ensure faster quality
certification. Also, the government should introduce trade friendly policies like reduced import duty,

corporate and consumption tax rate will facilitate increased investment.

6.2.2 Services

a. Leisure / Tourism Services: The survey findings revcaled that visiting village home and meeting
friends and relatives are the most common among the middle income group. Furthermore, visiting
local tourist spots is more prefered to middle income group than visiting abroad. While planning to
visit the local tourist spots niddle income prople considers “safety and security” is a vital factor.
Therefore, the government needs to ensure safety and security. Moreover, road accidents, mugging
and criminal activities may have brought fear in people’s mind before considering to visiting a local
tourist spot for leisure time. The government should ensure close and regular monitoring of vehicle
movement on the roads and highways. Also, development and expansion of highways to 4-8 lanes are
essentially required to reduce road accidents and travelling time. Improvement of railway service or
allowing the public sector to invest in railway will greatly benefit tourists and investors in tourist
spots. Improvement in safety and security in local tourist spots is required so that people can roam
freely without the fear of getting mugged. Finally, the government should extend required support to
explore innovative concepts of tourism for all age-groups (for example infrastructure tourism) and

connect the local tour operators with the global tourism chain.

b. Education Services: From mid-eighties Bangladesh has been experiencing transition in the nature
of higher education. Recently, a trend has been observed that individuals having foreign degree get
better preference in the job market. As such, those who can afford to bear the educational expenses to
study in foreign universities get admission. Besides, the private universities also offer scope for higher
education especially in the field of science and business studies, but these are costly. Culture of

availing education loans for higher study is yet to grow in Bangladesh unlike other countries. In this

Report on Emerging Middle Income Class in Bangladesh | Prepared by: Young Consultants m



regard, the government should promote “education loan scheme” for higher study and skill
improvement. On the other hand, The government should ensure the quality and standard of higher
education not only to stop ‘brain drain’ but also attract foreigners to study in the country. The
government also needs to allocate a bigger amount of the budget for research in the public universities
and enact a law so that the private universities invest at least a portion of their revenues for research.
Education loans should also cover all kinds of modern educational toolkits and equipment with

comply with global standard. All these initiatives if taken would create new business opportunities.

¢. Insurance Services: In Bangladesh, insurance services both life and general have different
perspective. The government enacted law on general insurance services as mandatory and insurance
coverage is already a pre-requisite in foreign trade. Insurance coverage for employees is not
mandatory, however local corporates and multinationals provide life and health insurance coverage to
their employees as part of employee benefits. There is a large number of poor and marginal people in
Bangladesh who are not covered under any life insurance policies, even the middle income people are
yet to be avail life insurance polices as found during the field survey. Poor income group cannot avail
treatment facilities for healthcare in case of emergency due to lack of any life insurance policy.
Finally, with demographic changes taking place in Bangladesh, it is expected that more elderly people
will retire and survive due to higher life expectancy and better health care. The government should
encourage new and innovative insurance schemes and services for different income groups at

affordable cost.

d. Healthcare Services: In Bangladesh, the public hospitals offer poor healthcare facilities whereas
the private hospitals provide a satisfactory services but charge exorbitant high fees for their services.
Private sector and public sector healthcare service providers distinctly differ in treatment, hospital
facilities, availability of physicians, provision of various medical services, etc. Therefore, the market
of healthcare services is critical as different income groups of people avail services based on their
affordability. But, as a whole, the healthcare services in Bangladesh are yet to reach a minimum
standard. The government should ensure seeting up ‘basic minimum parameters’® for general
treatment. Different policies related to healthcare, and quality of drugs and medicines need to be
standardized. Increased government spending in ensuring cheaper healthcare services for the public
will greatly improve the productivity of the labor force. A healthy and productive workforce will
increase attraction of foreign direct investment leading to accelerated economic growth. With fall in
death rate number of elderly population has been growing. As a result, demand for medicine as well
as healthcare services by the senior citizens will increase. Besides medicines and exercises equipment,
they will also need healthcare services like physiotherapy, home nursing, etc. The government should

also make the public hospitals well equipped with lab facilities for offering better treatments.



6.3 Conclusion

In recent years, Bangladesh has demonstrated strong economic fundamentals with consistent GDP
growth rate of 6% plus over last 5 years. Despite turmoil in the global economy, Bangladesh has been
maintaining an impressive growth rate of more than 6% on an average over the last ten years.
Bangladesh offers a well-educated highly adaptive and hardworking growing number labor force at
reasonably low wage level, proven by its spectacular rise in the RMG manufacturing and exports.
Besides, energy prices are much cheaper compared to neighboring countries. Bangladesh has a very
close regional connectivity, proximity to India, China, Bhutan, Nepal and Myanmar. There is a
possibility that contribution of investment rate to rise to 30-40% by 2021 from 26.3% of the GDP,
augmenting the disposable income, supported by a declining inflationary trend from 6.07% to further

lower.

Bangladesh is one of the fastest growing and most promising economies in Asia-Pacific. With
increasing demographic dividend there is an urgent need of capturing it. Furthermore, it is seen that
the rate of increase in middle and high income group has not been much but is expected to rise in
future if the demographic dividend is utilized well. Capturing the demographic dividend will enhance
the economic growth further which will then in turn help the economy reach its target of being a

middle income country by 2021.

Low cost labor is a vital factor in attracting local and foreign direct investment in labor intensive
industries and also kept the cost of goods produced at a very low level which fulfilled the export
growth. A study undertaken by JETRO (Japan External Trade Organization) revealed that Bangladesh
is the top investment destination due to low cost of production and favorable trade policies.
Incentives being provided by the government that includes tax holidays, DFQF market access,
repatriation of dividends, exemption of dividend tax, many fiscal incentives and simplified work

permit for foreign nationals.

The study findings and macro-economic analysis reveal that Bangladesh offers a very rare opportunity
for the international consumer product companies to act immediately. The economic growth over the
last one decade increased per capita income which made Bangladesh a Lower Middle Income Country
and in consequence, it creates a significant growth in the demand of consumer durables. At the same
time, international migration has been crucial catalyst in creating employment for the poor population
which added to the increased income of the economy. All these economic indicators show a growing
trend on the consumer market. Potential of the Bangladesh economy has been acknowledged by
Goldman Sachs, an international investment institute, as the “Next-11 country”. The insights provided

by our research on the consumer attitude and consumption trends will help the companies in their
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approach to Bangladesh’s growing consumer market. Our research has revealed many distinct traits

and factors which help understanding the market in-depth.

Finally, the key elements to capture the consumer market in Bangladesh include the following

imperatives:

* Even though the income is still low compared to global standard, the middle income group
stresses a lot for the quality of consumer durable and improved services for their families

and they seem willing to pay more to buy high quality products.

* Middle income people expect increase in their income level in near future and as such, they
have aspiration for better standard of living where possessing one or more of the selected
Consumer Durables is an important factor. Moreover, way of life is also improving gradually

and thus it leaves enough hope for foreign companies to penetrate new products and services.

 Financial awareness and friendly policy will be ensuring increased demand and confidence to
purchase. Consumer market based financial services/instruments like debit and credit
cards are still not used in widespread, but with perfect education in debt management and

affordable interest rate will create more appetite among the growing middle income people.

* Brand has exceptionally high importance to the middle income people. This gives precaution
for the international companies to establish their Brands in the minds of the consumers.
With growing urbanization, cities should give utmost importance in establishing Brands. One
big advantage for the international companies will be, the middle income group favors foreign

Brands in some specific appliances which offer good quality and value for money.

* To reach the products to the hungry consumers, the international companies need to develop
creative ways in serving traditional channels to distribute their products. Shopping
complexes might be increasing, but the reality is, vast majority will prefer traditional channel

for shopping due to poor infrastructure facilities.

* The market of Dhaka and Chittagong will be of utmost importance for any investors, but
other major cities like Khulna, Sylhet, Rajshahi, Rangpur, Mymensingh and others are
growing fast due to rapid urbanization but still remain untapped. This trend could be
accelerated with decentralization of government administration. Catering the demand of the

growing cities will be very important to win the consumer market of Bangladesh.




e Some products and services appear to be very lucrative for Bangladesh in near future due to
the fact that an increased number of elderly people exist due better life expectancy,
improved healthcare and treatment facilities and better education. For example, disease
testing device (diabetic/blood pressure measuring devices) and demand for services like
physiotherapy, life insurance, pension scheme, tourism, etc. will be increased over the next

30-40 years.

e Introducing second-hand market is not a new concept in Bangladesh, however, a new
dimension needs to be created in establishing second-hand market through innovative and

more effective approach.

e On-line shopping needs further campaign. Creative steps may be taken in promoting the on-

line shopping system to avoid wastage of valuable time and fuel on the roads everyday.

Finally, only the presence of the foreign companies will not be enough in winning this growing
consumer market. The foreign companies need to adapt to the cultural and religious sentiments in
developing a new approach of product penetration. Cultural diversity supported by anty
ethnocentrism has been playing major role in the demand of consumer products and services.
Companies that invest now and develop a very distinct approach will have comparative advantage

in the world’s next important growing market — Bangladesh.
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APPENDIX 1 CASE ON DEMOGRAPHIC DIVIDEND OF
MALAYSIA AND BANGLADESH







Appendix-1
A simple association between the demographic dividend and per capita income, as shown in the

scatter-plot diagram below can shed some light on this particular matter.

Demographic dividend and per capita income
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Figure : Comparing Demographic Dividend of Malaysia and Bangladesh
The above scatter-plot is generated with the data of 124 countries for the period between 1950 and
2010 with five-year intervals. The demographic dividend has been calculated from the data of the
United Nations (Department of Economic and Social Affairs-Population Division), and was defined
as the ratio of working population to the dependent population. The per capita income data was taken
from the World Bank WDI. As the demographic dividend have a possibility of lagged effect on per
capita income change, it is assumed that the data of demographic dividend for any particular year
matches the average per capita income data calculated for the successive five years. From the Figure
above, the trend line (red-dotted) shows a very strong positive association between the demographic
dividend and per capita income. If we analyze the scatter plot in the Figure which is graphically
comparing Malaysia with Bangladesh, we notice that Bangladesh has been always below the trend

line while Malaysia was always on or above the trend line.

This graphical presentation demonstrates that in comparison to Bangladesh, Malaysia has been much
better in utilizing its demographic dividend in raising its per capita income during the mentioned
period taken into consideration. It is a matter of concern for Bangladesh as it is yet to take advantage
of the demographic dividend and over the period of time, Bangladesh have drifted further away from
the trend line.Now, the question comes, how did East Asian Countries like Malaysia made the best
use of the demographic dividend while Bangladesh did not? After analyzing the economies of few
Asian Countries we discovered that they were in a better position to fruitfully capitalize on the shift of
age structure for reaping the economic productivity boost. Expansionary policy mainly focusing on
youth development, family planning, investment in infrastructure, healthcare and education,
specifically female education and skill development has been the crucial areas for making impact.
Moreover, policies putting emphasis on creation of labor intensive jobs, skill intensive jobs, foreign

trade and investment and savings also had positive impact.
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Survey Objectives and Scope of Works

The study aims to assess the market prospects of selected durable goods and services by the
middle-income class in Bangladesh through

a. Analyzing the current socio-economic and demographic status along with consumption
pattern of various durable goods and services (such as AC, automobiles, motorcycles, TV
sets, washing machines, microwave, bicycles, refrigerators, PC, mobile phones, leisure,
education services, healthcare, insurance and other services etc..) of emerging middle-
income class in the urban areas of Bangladesh; and

b. Forecasting/projecting the future market size of these durable goods and services based
on the macroeconomic analysis of Bangladesh Economy

Specific objectives of the study can be analyzed further as mentioned below:

» To assemble data and information on the current status of the middle-income population
groups in Bangladesh with a view to understanding the possible expansion trend of that
class as the economy of Bangladesh is growing

» To generate demographic and socio-economic data and information on the middle-income
class of Bangladesh to use in analyzing the socio-economic dynamics for market size
determination

» To apprehend the consumption pattern of Bangladeshi people belongs to Low-income,
Lower Middle-income, Higher Middle-income and High Income in case of durable goods and
services

= To forecast future consumption of durable goods and services and future market prospects

» To outline and suggest appropriate strategy that the GoB can adopt to foster the growth of
those durable goods and services industries with momentous market prospects

In a nutshell, the study will generate data facilitating analysis of the socio-economic and
demographic status of the urban middle income group of people, their usage pattern of different
durable goods and services and determine the future market size segregated by product type,
brand and price.

Finally, the survey findings will be analyzed in way that reflects current and future consumption
pattern of middle income class population in view of the existing macroeconomic scenario and it
helps drawing the attention of the prospective investors while they identify market prospects
and challenges of any new investments in listed durable products and services industry in
Bangladesh.

Approach and Methodology to be followed

YC applies a client-centered consultancy approach acknowledging full authority of JICA as
decision-making body that is being explored and utilized with the on-going seamless
communication between the team and the task manager. Our experienced team is making their
best efforts to accomplish the assignment applying international best practices while keeping in
mind the local norms, culture and practices in particular, accessing the Interviewees to obtain
data and information. While imparting training and pilot testing, the Field Enumerators (who
are competent female individuals) were given enough background on the purpose and
objectives of the survey so that they could convince the interviewees easily while interacting
with them. The face-to-face interview technique is being applied to collect data and information
from the respondents as it is the most popular and oldest form of survey data collection.
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Extensive experience of YC in conducting various studies in Bangladesh serves as a reference
point. Dedicated additional staff outside the survey team are also involved to ensure close
monitoring and supervision using tools like spot verifications, cell phone monitoring, cross
checking of the questionnaire, re-check, re-interview, review of filled-in questionnaire, etc. In
some cases, the field monitoring staffs are also helping the Field Enumerators in getting access
to the houses, particularly, to middle-income households. Finally, the entire activities are being
be accomplished by a group of people with diverse and varying skills in conducting survey and
research. Dedication and commitment to accomplish the task is ensured by YC through
employing right set of people.

Methodology being followed to accomplish the survey includes desk study and review of
relevant documents and research findings and survey reports; develop survey instruments, data
collection both primary and secondary, training and orientation of Field Enumerators, field
survey implementation plan, field survey through face to face interview, key informants
interview, data cleaning and editing, data entry, processing and analysis and reporting, and
dissemination of findings. To accomplish these objectives, a comprehensive approach of
quantitative data collection has been initiated through appropriate sampling design and sample
determination. Field survey is being conducted to generate required data and unfold the
inherent socio-economic and demographic characteristics of the emerging middle-income class
in the urban areas of Bangladesh. Methodology followed is further explained as below:

a. Population

As households are the main consumption unit for this study, the population for this study is the
total number of middle income group households of the urban areas of Bangladesh. It is very
important to identify the population properly to develop a statistically sound sample design for
conducting this sample survey. As suggested, the study covers all 8 (eight) divisional
headquarters i.e. Dhaka, Chittagong, Rajshahi, Khulna, Barisal, Sylhet, Rangpur and Mymensingh
and the total number of households in these 8 cities is as given in Table-1 below:

Table 1: No. of Households and Population in 8 divisional HQ of Bangladesh

Sl City Area (sqm) Number of HHs Population
1 Barisal 69 75,000 339,308

2 Chittagong 155 558,097 2,592,439
3 Dhaka 316 2,034,146 8,906,039
4 Khulna 51 157,486 664,728

5 Mymensingh 71.98 82,687 389,918

6 Rajshahi 97 99,468 451,425

7 Rangpur 50.69 65,643 307,053

8 Svlhet 42 106,107 526,412

Source: 2011 census

The study team also proposed to collect preliminary production and market information on
these selected products from the retailers as well as from the local producers. It is assumed that
inclusion of these two categories of respondents would enrich the study findings particularly in
the assessment of existing business situation and identification of challenges and hindrances in
future market growth. Therefore, besides collection of opinions and views of the household
consumers, the study team would also gather some preliminary ideas about existing market and
its trend from the actual players involved in production and marketing of these products.
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b. Sampling Unit and Sampling Frame

Here in this study each and every individual middle income group households of these eight
cities is the sampling unit. The sampling frame is the complete list of the sampling units. For this
study we do not have the sampling frame ready at our hand and it is not possible to prepare the
complete list of households of whole cities. So, before conducting the main survey, a Quick
Survey has been conducted to understand average income level based on certain assumed
criteria of HH in terms of selected income clusters from where the sample households will be
randomly selected for interview. Different wards within each City Corporation will be identified
based on income level in consultation with the local leaders i.e. Ward Commissioners, Councilor,
etc. It is proposed that at least 10 local manufacturers and 90 Retailers of these selected
products will be interviewed to understand current business situation and their views about
possible market growth, competition and other relevant aspects. A product matrix of 10 leading
local manufacturers is being prepared through collecting primary and secondary data on the
products.

c¢. Sampling Design

To ensure the representation of wide geographic region, a multistage stratified cluster
sampling method is being adopted to select households considering households as ultimate
sampling units and Upazillas as primary sampling units. The basis of the stratification is the
income level of the households as indicated in ToR (low-income bracket, lower middle-income
bracket, higher middle-income bracket, and high income bracket). In the first stage, wards are
selected randomly from each of the 8 (eight) cities depending on the total number of households
in the city. From each of the selected wards at least 30 households are being selected randomly.
In the second stage, 2 Mouza/Mahallas (Higher and Middle Income Class) are being selected
from each of the selected Ward and at least 15 households are being taken from each of the
selected Mouza/Mabhalla randomly from the list of households prepared for the Mouza/Mahalla.
Distribution of sample size from different geographic location is presented in the following
Table-2:

Table 2: No. of Wards, Mouza/Mahalla, and Households to be selected from 8 Cities

| City Total # #ofwardsto  No.of Mahalla #ofHHsto
B _ of Wards  be selected to be selected  be selected

1 Barisal 30 1 2 30

2 Chittagong 41 6 12 180

3 Dhaka 92 19 40 600

4 Khulna 31 2 4 60

5 Mymenshingh 21 1 2 30

6 Rajshahi 37 1 2 40

7 Rangpur 33 1 2 30

8 Sylhet 27 2 3 40

~ Total 312 33 67 1,010

As mentioned earlier, a total of 1,010 HH will be interviewed; 10 leading local manufacturers
and 90 Retailers will be interviewed as JICA agreed during the last meeting on the inception
report. Table-3 below presents field plan on retailer’s survey in different divisional cities:
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Table-3 Field Plan on Retailer’s Survey in Divisional Cities:

Division
Barisal
Chittagong
Dhaka
Khulna

Rajshahi
Rangpur
Sylhet
Total

OO WN = 3

d. Collection of Relevant Documents

Mymenshingh

Number of Retailers

8
16

30
8
4
8
8
8

90

As mentioned earlier, YC collected required data and information while preparing the research
proposal in particular designing the approach and methodology for field based research
activities. YC continues internet browsing to find various research findings and secondary data.
With regard to this survey, YC has collected some relevant study reports conducted in other

countries as well as by international expert group on Bangladesh:

.. A report to assist local companies to gain a deeper understanding of the middle and
affluent class in Bangladesh market and it is similar to the objectives of the proposed

survey.

ii.  Projected Population by Sex and Urban and Rural Residence till 2051
ili.  Study on India, developing country like Bangladesh.

Title of
data/material /informati
on/sources/books

Bangladesh: The Surging
Consumer Market Nobody
Saw Coming

Household Income &
Expenditure Survey 2010

Statistical Pocketbook
2013 and Statistical
Yearbook of 2013

Tracking the Growth of
India’s Middle Class

Name of
Publisher

Boston
Consulting
Group (BCG),
USA

Bangladesh
Bureau of
Statistics
Bangladesh
Bureau of
Statistics

McKinsey
Global
Institute

Date of issue/

Publications

22md October, 2015 A

December 2011

April 2014

2007
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e. Developing Framework to Estimate Income-wise population

Framework for estimating income-wise population is being developed following the steps as
explained below:

e Collecting income details of the respondents all over Bangladesh and allot them
according to the 8 divisions

e Manage total population data of all the 8 divisions (if possible according to urban rural
population) and

e Make an estimation based on the total population and economic condition of the
divisions

The study team utilized findings of the two recent research works done on middle income class
of Bangladesh. One was done by local Economist, Dr. Binayek Sen and the other was done by the
globally reputed US-based Consulting Firm i.e. Boston Consulting Group (BCG). Both have made
their own estimations about the middle income group of Bangladesh. Dr. Binayek Sen claims
that 20% of the total population, which is around 34 million people falling in the middle income
group. Whereas BCG, in their report, stated that only 7% of the total population i.e. 12 million
people is in the middle and affluent income group. A huge difference in the estimation is due to
their categorization of middle income group. Dr. Binayek Sen considered people with USD $2-$3
per day earning as middle income group while BCG considers people with USD $151-$250 per
month earning as the middle and affluent income group. So far, following table can be referred
for income-wise population till 2010, which will be enhanced further in the coming weeks. The
study team is also exploring other ways of analyzing this issues.

f. Conducted Short Quick Survey to Determine Target Respondents

A quick survey was conducted to assess the actual situation based on certain assumptions about
income and expenditure. A total of 100 households will have been interviewed following a short
Checklist or Questionnaire. Upon completion of the quick survey, the study team will acquire
comprehension on the location of different income groups in different part of the city as well as
portrait a scenario that reflects the existing situation of possession of selected consumer’s
durables at household level.

g. Field Survey Planning and Implementation

While interviewing the respondents, the field staffs followed the standardized interviewing techniques
as mentioned below to ensure collection of high quality data and information:

Standardized Interviewing Techniques:

Questions are read exactly as worded

If the respondent’s answer to the initial question is not a complete and adequate answer,
probe for clarification and elaboration in a non-directive way; that is, a way that does not
influence the content of the answers that result

e Answers should be recorded without Interviewer’s discretion; but the answers recorded
should reflect what the respondent says.

e The Interviewers communicates a neutral, non-judgmental stance with respect to the
substance of answers. The Interviewer should not provide any personal information that
might imply any particular values or preferences with respect to topics to be covered in the
interview, nor should the Interviewer provide any feedback to respondents, positive or
negative, with respect to the specific content of the answers they provide.
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Guidelines for Recording Answers for Different types of Questions:

* Open-ended, factual questions-write down all information relevant to the question’s
objectives

* Open-ended, opinion questions-write down the answer verbatim; use no summaries
Close-ended, factual questions-Check-off the answer chosen by the respondent. If the
respondent is not certain which category fits, treat the question as an open question

¢ Close-ended, opinion questions-Check-off the answer chosen. Probe under the respondent
chooses an answer. Do not check-off an answer category unless the respondent chooses it

Being Interpersonally Neutral:

* Interviewers do not volunteer information to the respondent about life situations, views,
etc.

* During the interview interaction, the interviewer should be careful that the feedback
provided to respondents does not imply evaluation or judgment about the content of the
answers.

Establish the Context for Standardized Interviews:

* Explain the purpose or reason for the interview
¢ Establish the tone of the relationship between the Interviewer and respondent
* Communicate the goals of the interview and the standards that will be applied

Interviewer Characteristics that might Affect Data:

¢ Some Interviewers are better than others in carrying out the question and answer process
¢ Certain Interviewer characteristics might alter the context or meaning of questions

h. Quality Control and Monitoring

A three-stage quality control and monitoring system will be followed to ensure accuracy of data
and information. First of all, the Field Enumerators check questionnaires each other. Then, the
Field Investigators will recheck the Questionnaires and finally, the Team Leader and Senior
Statistician will also recheck the Questionnaires as sample basis (randomly). As mentioned
above, Field Supervisors will be deployed in each division to ensure quality control and effective
monitoring. Task and responsibilities of the Field Supervisors include:

* Ensuring appropriate selection of respondents

* Overseeing administration of the survey instruments by the Field Investigators
* Giving guidance to the Field Investigators, as needed

* Cross-checking of tasks performed by the Investigators / Interviewer

* Re-edit accomplished questionnaires for completeness and accuracy

Two additional staffs have been deployed to ensure close monitoring of field survey works. A
further step for ensuring quality control, the Team Leader and Senior Statistician will recheck
5% of the fielded-in questionnaires. On-the-spot decisions on any unexpected deviation from
the approved survey plan will be given by them besides checking the reliability of data collected
from the field. Field Investigators and Field Supervisors are in close touch with the Team Leader
and Others to solve any problems being arisen in the field.
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i. Data Cleaning, Coding, Entry and Processing

i} Data Processing: Data processing will involve [a] checking, editing and coding of the filled-in
survey instruments and [b] data entry and cleaning; ii)Checking, Editing and Coding: In the case
of checking, editing and coding of the field data particular attention will be given to: [a] checking
identification [ID] number of each questionnaires, [b] verifying the adequacy of responses [c]
checking the consistency of responses, [d] coding the open-ended questions, and [v] sample
checking of the questionnaires by the consultants; and iii) Data Entry and Cleaning: Data entry
will be done in Microsoft Excel or SPSS.

An appropriate data entry and cleaning program is being developed to ensure storing of error-
free data. For ensuring the correctness of data entered, a manual checking involving the services
of data entry operators and data checkers will be done.

j. Analysis of Findings and Report Writing

Once the data input, checking, editing and re-check will be completed, the survey team will start
analyzing the data using tables, charts, graphs, etc. and prepare market survey report and
submit the draft report to JICA for their review and comments. However, the survey team will
perform the activities in close interaction with JICA Task Manager. It is expected that JICA Task
Manager will review the deliverables and provide feedback, if any.
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APPENDIX 4A CALCULATION OF PROJECTION OF
INCOME-WISE POPULATION AND MARKET SIZE
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APPENDIX 4B CALCULATION OF PROJECTION OF
INCOME-WISE POPULATION AND MARKET SIZE
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APPENDIX 5 QUESTIONNAIRE FOR RETAILERS-

DEALERS-DISTRIBUTORS' SURVEY
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Survey on Emerging Middle Income Class in Bangladesh
Questionnaire for Local Retailers/Dealers/ Distributors
study commissioned by: JICA Bangladesh Office, Bangladesh
Survey implemented by: Young Consultants, Bangladesh
From December 2015 to March 2016

A. Basic Information of Enterprise /Producer Code
No.
Al Name of the Enterprise (Retailer/Dealer / Distributors )
A2, Name of Enterprise owner:
A3. Information of Respondent:
Name Designation
Cell Tel (Office)
A4, Address:
A5. Year of establishment of your enterprise?
A6, What type of legal entity/Nature of ownership of your Enterprise?
1. Proprietorship, 2.Partnership, 3.Private limited Company, 4. Public limited company
A7. Type of ownership:
1.100% Local Ownership, 2.Joint Venture 3.100% Foreign Ownership
4. Others please specify..................
A8, Average monthly sales of your enterprise:
BDT:
A9, How many Dealership/ Distributorship Agreement you have signed?
A10. What is the total number of stock keeping units (SKU)?
Al1l. What is the total amount of investment in your enterprise?
BDT:
Al2, Have you taken any bank loans to run your existing business?
Yes-1 No-2
B. Product information
B1. Which of the following products are selling?

Type of Products Yes No Brand Country of




Appendix -5

origin

1. Personal Car

2. Motor bike

3. By-cycle

4. Three wheelers

5. Washing machine

6. Television

7. Refrigerator (normal)

8. Freeze (deep)

9. Microwave oven

10. Ironing Machine

11. Air cooler

12. Rice cooker

13. Juice Blender

14.Toaster

15. Desktop Computer

16. Laptop

17. DVD Player

18. Camera

19. Cell phone

20. Vacuum Cleaner

21. Exercise equipment

22. Medical Device

23.IPS

24. Room Heater

25. Geezer

26.Dehumidifier

27. Others, please
SPECIY.ceveie vt

B2.

Who do you think are the main customers of your products?

Type of Item

Lower middle Income
(BDT 35,000 to
99,000)

In percentage

Middle Income
(BDT 100,000
to 250,000)
In percentage

Higher income
(Above BDT
250,000)

In percentage
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1. Personal Car

2. Motor bike

3. By-cycle

4. Three wheelers

5. Washing machine

6. Television

7.Refrigerator (normal)

8. Freeze (Deep)

9.Microwave oven

10. lroning Machine

11. Air cooler

12. Rice cooker

13. Juice Blender

14.Toaster

15. Desktop Computer

16. Laptop

17. DVD Player

18. Camera

19. Cell phone

20. Vacuum Cleaner

21. Exercise equipment

22. Medical Device

23.1PS

24. Room Heater

25. Geezer

26.Dehumidifier

27. Others

B3. How many products you are selling per day and what is the total value?
Number: Value: (BDT)
B4. How do you get your payments once you sell your products to the customers?
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1.Cash 2.Credit card 3.Cheque 4.Bank loan 5.0thers
B5. What percentage (%) of your sale proceeds you get in the following modes?
1.Cash 2.Credit card 3.Cheque 4.Bank loan 5.0thers
B6. How is the current business trend or condition?
1. Growing 2. Stagnant 3. Declining
B7. Would you please explain the reasons for above conditions?
BS. If growing, roughly what is the percentage of growth per annum?
%
B9. Which of the following products are highly demanded by your customers? Please

specify

Product Name Brand Country Highly Moderate Low
1. Personal Car

2. Motor bike

3. By-cycle

4. Three wheelers

5. Washing machine

6. Television

7Refrigeraf0r (No_rmal)

8. Freeze (Dee_p)

9.Microwave oven

10. Ironing Machine

11. Air cooler

12. Rice cooker

13. Juice Blender

14.Toaster

15, Desktop Computer

16. Laptop
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17. DVD Player

18. Camera

19. Cell phone

20. Vacuum Cleaner

21. Exercise equipment

22. Medical Device

23.1PS

24. Room Heater

25. Geezer

26.Dehumidifier

27. Others

B10O.

Would you please share the total annual sales volume of your products during the last

three years?

Type of ltem

2013 (BDT)

2014 (BDT)

2015 (BDT)

1. Personal Car

2. Motor bike

3. By-cycle

4. Three wheelers

5. Washing machine

6. Television

7. Refrigerator (N)

8. Freeze (Deep)

9. Microwave oven

10. Ironing Machine

11. Air cooler

12. Rice cooker

13. Juice Blender

14.Toaster

15. Desktop Computer

16. Laptop
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17. DVD Player

18. Camera

19. Cell phone

20. Vacuum Cleaner

21. Exercise
Equipment

22. Medical Device

23.IPS

24. Room Heater

25. Geezer

26. Dehumidifier

27. Others,
B11. Do you sell any Japanese products? If yes, kindly mention the products, brand
and retail price:
Products Brand Retail Price (BDT)
B12. Are you receiving any Commission /Incentive/Discount from the Manufacturers/

Importers? Yes-1, No -2.

B13.

If the answer is yes, what is the percentage (%) of such Commission/Incentive/

Discount that you receive against each type of your products, please specify?

Name of product Percenta_ge (%)

B14. If the respondent is a Dealer or Distributor or Agent, is there any Security Deposit
required by the Local Manufacturers/Importers?
Yes-1, No-2

B15. If the answer is yes, what is the amount of such security deposit?

BDT
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C. After Sales Service / Customer Care
Ci. Do you think after sales services is important element in your business?
Yes-1 No-2
C2. If yes, what kind of after sales services you offer to your customers?
C3. Do you think improved after sales services can increase the overall sales?
Yes-1 No-2
c4. Do you provide free delivery of the procured goods to your customers?
Yes-1 No-2
C5. What kinds of after sales service would you recommend to your manufacturers/

importers that can boost overall sales?

Yes-1 No-2
C6. Do you suggest initiation of Secondary Market or Second hand market in Bangladesh?
Yes-1 No-2
C7. What do you suggest to promote sales and usage of consumers durables?
a. Financial Support b. Non-financial support

Thank you very much for your valuable time and kind cooperation

Name and signature of the INtervieWer: ... miieenneniniscceaennnns

Date: auiuassiisinisesiand
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