
44 45 

Monash Business Review

Governance 
gone bad
The problems of the Bangladesh agriculture input 
sector are an example of good governance gone bad. 
The solution is a functional governance model bringing 
together state, the private sector and civil society, 
writes Fara Azmat, Ken Coghill and Quamrul Alam.

 Until the start of agricultural reforms in the 
late 1970s, the Bangladesh Agricultural 
Development Corporation (BADC), a state 
agency with branches all over the coun-

try, had a monopoly over the sales and distribution of 
agricultural inputs like fertiliser, irrigation equipment, 
pesticides and seeds. The reforms aimed to increase 
efficiency and production, lower prices, get more pri-
vate sector involvement and reduce the budgetary 
burden of subsidy. 

Over the next 15 years, agricultural inputs were pri-
vatised and delivered through a network of private sec-
tor dealers and Non Government Organisations (NGOs). 
However, despite an improved production and secu-
rity, ‘very poor’ farmers were no better off because of 
lower prices and a rise in the cost of agricultural inputs. 
The situation was made worse by unscrupulous pri-
vate suppliers selling low quality, underweight inputs, 
sometimes at higher prices, which fostered distrust 
between the farmers and the traders. This is still the 
main reason the private sector is distrusted. Although 
the reforms have seen grain production increase and 
access to agricultural inputs by farmers improve, pri-
vate sector-led development is inhibited by:

•  Lack of good governance. Low levels of corporate 
social responsibility, measured by corruption, reg-
ulatory quality and rule of law. The issues of corpo-
rate social responsibility related to the sale of low 
quality, underweight inputs sometimes at higher 
prices with occasional artificial crisis has emerged 
as a major problem. 

•  The reforms have not been able to create an inte-
grated market structure as they have focused only 
on supply-side factors without considering all the 
market forces. 

•  Misleading information and lack of access to mar-
ket information by both the farmers and traders on 
price trends, a poorly developed transport system, 
the behaviour of middlemen, no consumer informa-
tion organisation and a poorly functioning redress 
mechanism are hindering the development of gen-
uine entrepreneurship in this sector.

•  Many small traders focused on short-term profit-
eering have emerged, with little or no experience of 
the open economy. 

•  Small-scale poor and semi-illiterate farmers ignorant 
of their rights and access to complaint mechanisms. 

•  Lack of access to credit and infrastructure facilities.
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Figure 1: Proposed integrated governance model 
for sustainable private sector led development
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conceptual integrated governance model: a key 
to a sustainable private sector led development.
As shown in figure 1 (previous page), to improve gov-
ernance we propose an integration of the three key 
spheres of governance: that is, the state, the private 
sector and civil society, including the donor agencies. 

As far as the state is concerned, community sup-
port for its involvement in certain activities is strong, 
something quite understandable in light of the long 
and strong tradition of state authority and adminis-
tration. Meanwhile media, independent think-tanks 
and academics are becoming increasingly effective in 
exposing corrupt acts, increasing public opinion and 
awareness in the process. However, the private sector 
has not been able to develop quality entrepreneurs 
due to a poor governance framework and the agricul-
ture sector is fragmented as farmers are not organised 
enough to create pressure, negotiate or bargain. 

a citizens’ charter
The citizens’ charter, first introduced in UK in 1991, had 
the main objectives of improving service quality by 
making the public sector accountable and giving cit-
izens an avenue for complaint. The integrated model 
will improve governance issues by establishing a citi-
zens’ charter providing market information, capacity 
and awareness building that will ultimately deliver 
greater responsiveness, quality and effective service.

Seminars or workshops organised jointly by 
the state, the private sector and civil society could 
bring farmers, traders and state agencies and NGOs 
together for a dialogue and consensus on achievable 
standards and roles. An independent regulatory body 
would act as a watchdog and remain at arm’s length 
of state agencies to avoid conflicts of interest. 

The citizens’ charter would aim to:
•  Promote transparency, accountability and respon-

siveness of the agencies
•  Provide services to farmers and other consumers
•  Provide a simple mechanism for complaints
•  Help control corruption and effective regulation 
•  Establish a trusted relationship between the service 

provider and its users 
•  Empower service providers and users through 

improved access to information.
The state, with the help of the private sector, NGOs 

and donors, could take up practical steps to increase 
access to market information by setting up pilot e-
projects in each village through non-internet chan-
nels like mobiles, TV and radio. This could provide 

farmers with information on credit and other related 
services available in that area and how to file com-
plaints. The access to information about market con-
ditions, weather conditions etc would result in more 
informed decision-making by farmers and make pri-
vate traders more accountable.

This area’s lack of funds and trained human 
resources provides an opportunity for NGOs and donor 
agencies to step into the breech. The NGOs could share 
much of the role of the state in providing training to the 
private sector and farmers about the role of the citizens’ 
charter, business ethics, responsible business practices 
and initiating awareness campaigns against corrup-
tion and the need to comply with the law. The NGOs 
could also serve as advocates for the poor farmers. 

In addition, the donor agencies can also play a role in 
promoting good governance by pursuing for themselves 
greater transparency, accountability, control of corrup-
tion and establishment of the rule of law. The proposed 
integrated model of establishing the citizens’ charter, 
providing market information, capacity and awareness 
building needs to have a co-ordinated effort and com-
mitment of all the main players including the donors. 

Three decades of market reforms in Bangladesh 
have been hindered by a lack of good governance and 
poorly integrated market structure and failure to take 
significant land reforms. In addition, a lack of informa-
tion, capacity and awareness building and a lack of credit 
and infrastructure facilities have also played a role.

Our integrated governance model linking state, 
the private sector and civil society would improve 
good governance through a citizens’ charter. In addi-
tion to the state, the private sector and civil society, 
the model also stresses the need for the donors to help 
build capacity of all three spheres of governance and 
also improve governance issues.
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 Bangladesh economic reform started 
immediately after independence by opening 
the economy to more internal and external 
competition. The settings and intention 

were there but a number of factors continued to 
hold it back. For example, the program to divest state 
enterprises in manufacturing stagnated and state 
enterprises remain a huge drag on the economy. 

Bangladesh’s economic performance and slowing 
population growth over the past two decades has 
produced real per capita GDP growth of 3.1 per cent a 
year (36 per cent over a decade). The per capita GDP 
growth of Bangladesh was negative in the 1970s, rose 
to 1.7 per cent in the 1980s and to 3.1 per cent in 1990 
to 2001. Bangladesh moved to a flexible exchange 
rate on 31 May 2003. 

Governance and corruption
Governance relates to government interactions 
with business, which typically means regulation and 
dealing with corruption, both of which affect the 
costs of starting and running a business. 

Quantification of various aspects of governance 
of a country is difficult to achieve. Available statistics 
regarding governance issues in Bangladesh suggest 
a mixed performance. To assess governance quality 
of different countries of the world, six aggregate 
measures were used that capture different aspects 
of governance, including regulation and corruption. 
Developed by Kaufmann, Kraay, and Lobaton (2002), 
these measures combine information on up to 60 
(mostly subjective) indicators from other sources. 
The six indexes measure perceptions about – voice 
and accountability, political stability, government 
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effectiveness, regulatory quality, rule of law and 
control of corruption.

Plotted on a ‘governance hexagon’, these measures 
of governance show a mixed performance for 
Bangladesh compared with the 175 developing and 
industrial countries in the sample (see over page). 
Bangladesh scores relatively well on the indexes 
for voice and accountability, regulatory quality, and 
government effectiveness, exceeding the average 
for low-income countries on all three measures. In 
addition, it performs better than China, India, and 
Pakistan on regulatory quality – but worse than 
all three on government effectiveness, control of 
corruption, political stability and rule of law and also 
worse than the average for low income countries. 

Corruption is a major problem in Bangladesh 
with Transparency International ranking it the 
most corrupted country in the world for five 
consecutive years. The study also showed that 
Bangladesh firms have little confidence in courts. 
Efforts to create specialised commercial courts 
have not been successful.

Bangladesh has seen little of the flow of foreign 
direct investment (FDI) to the third world in the 
wake of the globalisation of the world economy, 
and this is its own fault, writes Quamrul Alam 
and Mohammad Emdad Ullah Mian.
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Available statistics 
regarding governance 
issues in Bangladesh 
suggest a mixed 
performance.
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