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The process of economic growth and development involves transformation of 

the structure of economies that results in a reduction in the share of 

agriculture and a rise in the share of industries and services in total output as 

well as employment. Although manufacturing is expected to play the role of 

the engine of growth and absorption of surplus labour, the experience of 

developing countries shows that all countries have not been equally 

successful in this regard. That has led to the search for alternative pathways 

to the absorption of surplus labour. The present paper addresses this question 

with particular focus on selected countries of South Asia, viz. Bangladesh, 

India and Nepal. The analysis is more detailed on Bangladesh, and focuses on 

whether surplus labour has been exhausted and on how effective the 

alternative pathways can be.The empirical evidence presented in this paper 

indicates that it is difficult to utilise the available surplus labour fully and 

productively without industrialisation. Of course, there are differences in 

conditions and possibilities even within South Asia. But the limitations of the 

service sector as an engine of overall economic growth and as a means of 

absorbing surplus labour seem to be clear. For Bangladesh, data on real wage 

trends and the persistence of low quality employment show that despite 

labour market tightening, the economy of the country continues to exhibit 

signs of the existence of surplus labour. 

Keywords:Structural Transformation, Surplus Labour, Economic Growth, 

Industrialisation, Agriculture 

I. INTRODUCTION 

The process of economic growth and development involves transformation of 

the structure of economies in a way that is characterised by a reduction in the 

share of agriculture and a rise in the share of industries and services in total 
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output. An important aspect of this process in economies with surplus labour is 

transfer of workers from sectors characterised by low productivity (e.g. 

agriculture) to sectors/activities with higher levels of productivity (e.g. industry), 

and a rise in the incomes of workers.   

The experience of countries (especially of East and South East Asia, e.g. 

Republic of Korea, Malaysia, Taiwan-China) that have been successful in 

combining economic growth with the absorption of surplus labour shows that the 

process was indeed characterised by a transfer of labour from agriculture to 

industry and the attainment of the so-called “Lewis turning point,”  the stage 

where surplus labour was fully absorbed and expansion of employment beyond 

that point involved rise in real wage rates.  

But the process described above has not been the universal experience; in 

many developing countries, even respectable rates of economic growth have not 

been accompanied by similar rates of employment growth and transfer of 

workers to sectors with higher productivity. In fact, countries of South Asia, e.g. 

Bangladesh, India and Nepal have been less successful than those in East and 

South East Asia in absorbing surplus labour. Such divergence in experience 

raises the question as to whether there are alternative approaches to structural 

transformation and absorption of surplus labour. For example, 

 Does the “modern sector” mentioned in dual economy models have to 

mean manufacturing, or it can be interpreted more flexibly to include 

other sectors like trade, services, etc.?  

 Is transfer of surplus labour from traditional to modern sector 

synonymous with migration from rural to urban areas or workers may be 

able to find higher productivity employment in rural (or semi-urban) 

non-farm activities?  

 If answers to the above questions indicate the existence of alternative 

ways of attaining structural transformation and of reaching the Lewis 

turning point in dual economies, the question of their speed and 

effectiveness would remain.  

This paper addresses the above questions. In doing so, it adopts a 

comparative approach and starts with an overview of the experience of selected 

countries of Asia. For addressing the question of alternative pathways to 

structural transformation, the focus is particularly on Bangladesh, India and 
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Nepal. The analysis is more detailed on Bangladesh, and will focus on whether 

surplus labour has been exhausted and on how effective the alternative pathways 

can be. The paper is organised as follows. While section II presents a brief 

discussion on some theoretical underpinnings of structural transformation, 

section III provides some empirical evidence on the issue, drawing on data from 

both developed and developing countries. Section IV looks at alternative 

pathways to structural transformation with particular focus on Bangladesh, India 

and Nepal. Section V addresses the question whether surplus labour in 

Bangladesh has been exhausted. Section VI concludes the paper by providing a 

brief assessment of the possibilities of attaining structural transformation in 

countries of South Asia through alternative pathways other than industrialisation. 

II. STRUCTURAL TRANSFORMATION: SOME THEORETICAL 

UNDERPINNINGS 

While Clark (1951), Fisher (1939), Kuznets (1966, 1971) and Kaldor (1966, 

1967) have provided the theoretical explanations of structural transformation of 

economies, models of dual economy (Lewis 1954 and Ranis and Fei 1961) 

postulate that the process of development involves a transfer of labour from 

traditional sectors (e.g. agriculture) to modern sectors (e.g. industry). In Kaldor’s 

framework, manufacturing plays the role of the engine of economic growth; and 

the dual economy models consider this to be the modern sector that should play a 

major role in absorbing surplus labour.  

Clark, Fisher and Kuznets explained structural transformation from demand 

side. In that regard, they refer to Engel’s law postulating that with increases in 

incomes, demand for food (and hence, agricultural commodities) increases less 

than proportionately while that for industrial goods like clothing, consumer 

durables, etc., increases more than proportionately. Again, at a higher level of 

income, demand for services like financial and personal services tends to increase 

at higher rates. As the pattern of demand changes, the structure of demand also 

changes accordingly, thus creating conditions for a decline in the share of 

agriculture and a rise in the share of manufacturing at the early stage of growth 

and then a decline in the share of manufacturing and a rise in the share of 

services at the subsequent stage of growth. As the structure of production 

changes, the structure of employment should also change accordingly.  
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Kaldor on the other hand, looks at the issue from both demand and supply 

sides. His framework starts by recognising the standard classification of an 

economy into broad sectors like agriculture, industry and services and by 

focusing on their respective characteristics. Since agriculture is more dependent 

on land and the latter is subject to diminishing returns to investment, there is a 

limit to increase in productivity (and hence, production) in the sector. But this 

limitation of agriculture does not usually apply to manufacturing, and hence, 

growth in the latter can be much higher than in the former. As a result of the 

operation of these forces, manufacturing usually plays the role of the engine of 

growth in developing economies.   

Like in Lewis’ model, Kaldor’s framework also features transfer of workers 

from agriculture to industry without an adverse effect on the output of the latter. 

As a result of this as well as the use of modern technology, productivity increases 

in agriculture. Productivity increases in industry also because the sector is 

capable of reaping the benefits of economies of scale and technical progress. 

However, productivity growth in manufacturing is expected to be higher than in 

agriculture. And from that follows three hypotheses: 

 Overall economic growth is influenced more strongly by manufacturing 

growth than growth of agriculture; 

 In manufacturing, productivity growth drives growth of production; and  

 Given the spillover effects of manufacturing - through backward and 

forward linkages - expansion of the sector helps raise productivity 

growth in the economy as a whole.  

Whether it is a demand-driven framework as provided by the explanations of 

Clark, Fisher, and Kuznets or a combination of demand and supply side forces as 

in Kaldor’s framework, structural change in a growing economy is expected to 

follow the pattern depicted in a stylised manner in Figure 1.  

To sum up the above discussion, as an economy grows over time, the share 

of agriculture in GDP is expected to register a secular decline while that of 

services a secular rise. But the share of manufacturing is expected to rise up to a 

point and then decline. A critical issue in this regard is the point at which the 

share of manufacturing starts declining. The timing and level of development 

(per capita GDP could be taken as an indicator of the latter) at which this 

happens may vary from country to country (Islam and Islam 2015).  And that can 

happen due to a variety of reasons. 
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FIGURE 1: Changes in the Share of Different Sectors in GDP 

 

As for the demand-based explanation mentioned above, given the possibility 

of imports in an open economy, a part of the growing demand for manufactured 

goods can be met through that channel. In a country following that strategy, 

manufacturing industries may not grow in tandem with the growth of demand for 

products of that kind. On the other hand, demand for the products of the service 

sector does not have to remain confined to the domestic market alone. Although 

services are generally considered to be non-tradable, this does not apply to 

services that are based in information and communication technology (ICT). 

Based on such possibilities, there is a growing literature that questions the 

conventional sequence of “agriculture followed by industry and then services” in 

the analysis of structural transformation of economies.
1
 

III. STRUCTURAL TRANSFORMATION: SOME EMPIRICAL EVIDENCE 

3.1. Developed Countries 

The outline provided above of structural changes in output and employment 

appears to be reflected in the historical experience of present-day developed 

                                                 
1
 In the context of India, Dasgupta and Singh (2005) explore this possibility. 
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countries. For example, structural change experienced by countries like France, 

Germany, U.K. and U.S.A. shows a roughly similar pattern: decline in the share 

of agriculture accompanied by an increase in the share of industries at the initial 

stages of growth and a decline in the share of industries at a subsequent stage 

along with an increase in the share of services. The share of agriculture in GDP 

ranged from a third to half in U.K. during the early part of the nineteenth century, 

in France in 1835 and in U.S.A. in 1872. This went down to about a fourth during 

the subsequent 75 to 100 years and to around 5 per cent towards the end of the 

twentieth century. On the other hand, the share of industry went up to 50 per cent 

and by the end of the twentieth century declined to 30 per cent. By then, the share 

of services increased to 70 per cent.
2
One notable feature of that structural change 

was a similar change in the structure of employment, with the share of different 

sectors in total employment remained close to that in output. That implies that 

economic growth did not result in a major difference in labour productivity in 

different sectors.  

Figures in Table I show that the pattern of structural change described above 

continued during the past decade as well. The share of agriculture declined 

further to between 1 and 2 per cent, while that of services increased further to 78-

79 per cent.  

TABLE I 

SHARE (%) OF DIFFERENT SECTORS IN TOTAL GDP AND EMPLOYMENT 

IN SELECTED DEVELOPED COUNTRIES OF THE WORLD 
 

Country 
Share in GDP (2010) Share in Employment (2007-10) 

Agricul-

ture 

Indus-

try 

Services Agriculture Industry Services 

Male Female Male Female Male Female 

Australia 2 20 78 4 2 32 9 64 88 

France 2 19 79 4 2 33 10 63 88 

Germany 1 28 71 2 1 40 14 58 84 

Japan 1 27 72 4 4 33 15 62 80 

UK 1 22 78 2 1 29 7 68 91 

USA 1 20 79 2 1 25 7 72 92 

Source: World Bank: World Development Indicators, 2012. 

 

                                                 
2
 These figures are from Papola (2006).  
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The change in the structure of employment also continued, although some 

gender related differences are noticeable. In the manufacturing sector, the share 

of men is higher than that of women, while the opposite is the case in services. It 

seems that women are not being attracted to the industrial sector.  

Turning to the currently developing countries, development in some of them 

seems to have followed a pattern similar to that of the developed countries 

mentioned above. Data for some Asian countries, presented in Table II, show 

such pattern for Republic of Korea, Indonesia, Malaysia and Thailand. In these 

countries, the decline in the share of agriculture and increase in that of industries 

have been quite notable. Quite clearly, manufacturing in these countries has acted 

as the engine of growth. But the experience of the countries of South Asia has 

been different. In Bangladesh and India, for example, the decline in the share of 

agriculture has not been followed by a similar increase in the share of industry; 

the increase has been more than proportionate in services. This is particularly the 

case when one looks at the structure of employment (Table III). 

TABLE II 

CHANGE IN THE SECTOR COMPOSITION OF GDP IN SELECTED 

DEVELOPING COUNTRIES, 1960-2010 

Country Agriculture (%) Industry (%) Services (%) 

1960 2010 1960 2010 1960 2010 

Bangladesh 53 19 11 28 36 53 

China 22 10 45 47 33 43 

India 43 19 20 26 38 55 

Indonesia 51 15 15 47 33 38 

Malaysia 34 11 19 44 46 45 

Nepal 65 36 11 15 23 48 

Pakistan 46 21 16 25 38 53 

Philippines 26 12 28 33 47 55 

Republic of 

Korea 

38 3 18 39 43 58 

Sri Lanka 28 13 21 29 51 58 

Thailand 36 12 19 45 45 43 

Source: World Bank: World Development Indicators 2004 (CD-ROM), World Development Report 1990 and 

World Development Indicators 2012. 
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TABLE III 

SECTOR COMPOSITION OF EMPLOYMENT IN SOUTH ASIA 

(% OF TOTAL EMPLOYMENT) 

Country and 

Period 
Agriculture Industry Manufacturing Construction Services 

Bangladesh      

1999-2000 50.7 12.3 9.5 2.8 36.1 

2005-06 48.1 14.5 11.0 3.2 37.5 

2010 47.6 17.7 12.5 4.8 35.3 

2013 45.1 20.8 16.4 3.7 34.1 

India      

1993-94 64.8 14.7 10.5 3.1 20.5 

2004-05 58.5 18.1 12.0 5.6 23.4 

2011-12 48.9 24.4 12.9 10.6 26.7 

Nepal      

1998-99 78.2 10.5 5.8 3.6 11.3 

2008-09 73.9 10.8 6.6 3.1 15.3 

Pakistan      

2005-06 42.3 20.7 13.8 6.1 37.0 

2010-11 44.2 21.3 13.7 7.0 34.4 

Sri Lanka      

2004 33.5 24.1 n.a. n.a. 42.4 

2011 33.0 24.0 n.a. n.a. 42.8 

Source: Labour Force Surveys of different countries. 

In order to understand the pattern of structural change in South Asian 

countries (and their contrast with countries of East and South East Asia), it would 

be useful to look more closely at their growth rates and pattern. In Bangladesh, 

there has been a steady acceleration in economic growth since the 1990s: from an 

annual GDP growth of less than 5 per cent per annum, the country reached 6 per 

cent growth in a decade. In 2003-2004, growth rate exceeded 6 per cent and since 

then has hovered around that mark. Although GDP growth appears to have 

reached a plateau in recent years, it has remained over 6 per cent per annum, and 

has crossed 7 per cent in 2015-2016. Economic growth in India has been more 

impressive, especially since the mid-1990s. GDP growth rate started accelerating 

since 1994-1995, and ranged between 6 and 9 per cent per annum in most years 

after that. The annual average GDP growth in India has increased from 6 per cent 

during the 1990s to 7.6 per cent during 2000-2014 (Annex Table A-1). Sri Lanka 

also witnessed an acceleration in growth from 5.3 per cent during the 1990s to 

6.1 per cent per annum during 2000-2014. Nepal and Pakistan’s growth record is 

not so impressive, but Pakistan was able to raise its economic growth during the 

first half of the 2000s (Amjad and Yusuf 2014). 
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Despite such impressive rates of GDP growth, the slow rate of structural 

transformation in employment observed from Tables II and III is something to 

take note of. In order to understand this, one has to look at the pattern of growth 

and its drivers. One particular element in that is whether manufacturing has acted 

as the driver of growth (as discussed in section II above). 

In Bangladesh, there has been very little difference between overall GDP 

growth and growth in manufacturing during 1995-1996 and 1999-2000. The ratio 

increased to about 1.5 during 1999-2000 to 2005-2006, but then declined to 1.23 

during 2005-2010.
3
 In India also, industry has not emerged as the driver/engine 

of economic growth. The elasticity of manufacturing growth with respect to GDP 

growth has actually declined from 1.14 during 1990-2000 to 1.09 during 2000-

2010.
4
 In Nepal, this elasticity has been declining steadily since the mid-1990s 

and was negative after 2005 (Islam 2014b). In Pakistan, the figure has fluctuated, 

declining from 1.34 during the 1980s to 1.04 during the 1990s and then rising to 

1.54 during the 2000s.
5
 In Sri Lanka, the elasticity varied from 1.6 during the 

1980s to 0.7 during 2000-2005 (Islam 2008).  

In Republic of Korea, the corresponding figure was over 2 during the 1960s, 

1.8 during 1970-1980 and 1.4 during 1980-1990. In Malaysia also, the figure was 

between 1.5 and 1.8 during 1970-1996 (Islam 2008). 

The conclusion that follows from the figures mentioned above is that in 

South Asia, manufacturing has not been the driver of economic growth in the 

same way as it has been in countries like Republic of Korea and Malaysia during 

the early stages of their growth. But does manufacturing have to be the driver in 

all situations irrespective of their specific characteristics? To this question, we 

now turn. 

IV. STRUCTURAL TRANSFORMATION: IN SEARCH OF  

ALTERNATIVE PATHWAYS 

4.1 The Debate 

As mentioned earlier, models of development with surplus labour postulate 

growth of modern sectors and the absorption of surplus labour in such sectors. A 

                                                 
3
 These figures have been calculated from data presented in Islam (2014a).  

4
 These figures have been calculated by using data from the World Bank: World 

Development Indicators (various years). 
5
 These figures have been calculated by the author, using data available in Government of 

Pakistan: Pakistan Economic Survey 2010-11, Table 1.2.  



Bangladesh Development Studies  

 
114 

question that may be raised in this context is whether the term modern sector 

needs to be coterminus with manufacturing or whether growth and labour 

absorption can be driven by other sectors. Of course, the historical experience of 

the currently developed countries and the late developers that have been 

successful in achieving development indicates that structural change during the 

early stages of economic growth is led by manufacturing, and the service sector 

takes over the role of the driver of growth at a subsequent stage of growth. But 

given the variation in resource endowment and circumstances faced by different 

countries and the current global economic environment, it may not be realistic to 

expect all developing countries to be able to follow the same path of economic 

growth and labour absorption. 

Like in many areas of economic and development policies, the rationale for 

one-size-fits-all approach to structural transformation has also come into 

question. While the question appeared to be quite relevant in the context of 

Africa, where many countries faced declines in their manufacturing industries 

during the 1980s and 1990s
6
 and the service sector started showing good 

prospects of growth,
7
 it attracted debate in other countries as well (e.g. in India). 

One strand in this debate
8
 takes a pessimistic view of the decline of the 

manufacturing sector (a phenomenon dubbed as “de-industrialisation”) and 

points out that reallocation of labour and other resources away from this to other 

sectors causes a negative impact on labour productivity growth and hence on the 

growth of economy as a whole (McMillan and Rodrik 2011). 

But there are others (e.g. Kucera and Roncolato 2014; and Roncolato and 

Kucera 2014) who point out that the impact of reallocation between sectors (even 

if it is away from manufacturing) is not always negative, and the overall effect 

(taking into account the growth in productivity within sectors) could be positive. 

Be that as it may, it is important to note that while de-industrialisation is a reality 

in many countries, other sectors like services and agriculture (especially 

diversification within the crop sector and between crop and con-crop activities) 

can play an important role in bringing about structural transformation in 

                                                 
6
 ILO (2011) provides some data.  

7
Velde (2008), for example, reported that services have been central to economic growth 

in countries of sub-Saharan Africa since 1994 and contributed 47 per cent of real GDP 

growth during the 2000-2005 period, while industry and agriculture contributed 37 and 

16 per cent respectively.  
8
See Islam and Islam (2015), Chapter 4 for a summary of this debate.  
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developing economies that could, at the same time, transfer labour from low 

productivity to higher productivity activities.  

4.2 Alternative Pathways: Some Examples 

Alternative pathways to structural transformation may include the service 

sector
9
 as well as diversification of agriculture itself. ICT based economic 

activities in India, rural non-farm activities in Bangladesh, diversification of 

agriculture towards fruits and vegetables in Nepal, and tourism in Nepal and Sri 

Lanka are examples of such possibilities. First, we look at two examples from the 

modern service sector, viz. tourism in Nepal
10

 and ICT in India
11

 and examine 

their potential as alternative pathways to structural transformation. Later, we 

shall go beyond specific sectors and look at structural transformation in rural 

areas, with a focus on Bangladesh and the Bihar state of India. Based on these 

albeit limited experiences, we will try to draw some tentative conclusions about 

the potential for alternative pathways to structural transformation.  

4.2.1 Growth and Employment in Tourism in Nepal
12

 

In terms of contribution to GDP and total employment, tourism is a relatively 

smaller sector than many other sectors of Nepal. Moreover, if the performance of 

the hotels and restaurant sector is any indicator, growth in the sector has not been 

smooth. But given the country’s established niche in this field, the experience the 

country has acquired and the labour intensive nature of the sector, the sector 

                                                 
9
 Islam and Islam (2015) review empirical evidence from developing countries and point 

out that the service sector is not necessarily characterised by low productivity, and can 

serve as a driver of growth. Dasgupta and Singh (2005) also make this point, although the 

study found empirical support for the Kaldor’s thesis of manufacturing as the engine of 

growth. In the context of India, Ghose (2014) provides a detailed analysis of the role of 

the service sector. But, in another paper, Ghose (2015) argues that India needs 

manufacturing-led growth in order to generate productive employment.  
10

Nepal is a small landlocked country whose economy is predominantly agricultural. Two 

export oriented industries, viz. readymade garments and carpet, grew quite rapidly during 

the late 1990s and the early 2000s, but declined for a variety of reasons. Tables A.1 and 

A.2 provide some basic data on growth and structure of the economy of South Asian 

countries, including Nepal. 
11

 India is a large middle-income country whose economy is quite diversified and has 

attained high growth, especially during the 2000s (see Tables A.1 and A.2).   
12

 The following paragraphs are based on Islam (2014b).  
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deserves attention in the context of a strategy for boosting growth and 

employment.  

In 2009, tourism accounted for 2.4 per cent of GDP and nearly 2 percent of 

total employment. The sector contributed 7.5 per cent of the total foreign 

exchange earnings of the country (compared to 8.8 per cent in 1999/2000). The 

number of tourist arrivals has increased considerably in recent years from 

463,646 in 2000 to 509,956 in January 2010 and to 602,867 in 2011. But 

spending per person per day by tourists has declined from US$63 in January 

2010 to US$47 in January 2011. 

Forecasts made by WTTC,(2011), using satellite account data, show that 

between 2011 and 2021, the direct contribution of tourism to GDP is likely to 

grow at an annual rate of 4.8 per cent. Direct employment in the sector is likely 

to grow at an annual rate of 3.9 per cent. Taking into account the indirect effects, 

these figures are 5 and 4.1 per cent respectively. 

There is potential for strengthening the linkages between travel and tourism 

and other sectors of the economy. Currently, there is some linkage of the sector 

with sectors like wearing apparel, craft products, etc. But the linkage is rather 

low with agriculture, although one would expect some linkage between hotel and 

restaurants sector and agricultural products like fruits, vegetables, dairy products 

and bakery products. Furthermore, econometric analysis shows that the average 

length of stay by tourists has a stronger impact on employment generated by the 

sector than the number of tourist arrivals (Islam 2014b). Hence, from a policy 

perspective, it would be important to adopt measures for encouraging tourists to 

stay longer.  

4.2.2 Growth and Employment in the ICT Sector in India
13

 

During the couple of decades from around the early 1990s, the ICT sector 

(defined as the total information technology and IT enabled services) emerged as 

the fastest growing sector and a major source of exports in India. The share of 

this sector in total GDP increased from about 3 per cent in 2000-2001 to 9.5 per 

cent in 2014-2015.  With an export of nearly 75 billion US dollars, the share of 

the sector in total exports was 15 per cent in 2014-2015. That this is a highly 

                                                 
13

Figures quoted in this sub-section are from the NASSCOM website, GoI (2010), RBI 

Bulletin March 2015, and Hicks (2015).  
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export oriented sector is indicated by the share of exports in the sector’s output,  

increased from 49 per cent in 2000-2001 to 81 per cent in 2014-2015. In 2015, 

the sector employed a total of 3.5 million people of whom 1.2 million were 

women. If one remembers that in 2004-2005, the sector was employing just about 

one million people, it is easy to see the phenomenal growth attained, not only in 

terms of revenue and exports but also in terms of employment.  

Although there is a perception that the ICT sector is urban oriented, a 

NASSCOM survey
14

 found that between a third and a half of the employees are 

from either non-metro or rural areas. As for education level of the employees, 75 

per cent of the indirectly created jobs are filled by those with HSC or lower level 

of education. Proportion of women in total employment is also high, although 

they are over-represented in the low-skill end of the spectrum. The jobs in the 

sector offer flexibility in terms of working hours and the possibility of working 

from home. Hence, on the whole, this sector seems to be real growth sector that 

is capable of generating much needed jobs for the growing educated work force.  

However, when it comes to the question of an alternative pathway for 

structural transformation of a vast economy like that of India (with its regional 

variations), a few sobering remarks may be in order. First, growth rate attained 

by the sector seems to have slowed down in recent years. One calculation (Hicks 

2015) shows that ten-year annual average growth declined from a massive 40 per 

cent in 2002 to about 20 per cent in 2014. In fact, growth rate slowed down 

sharply in 2008-2009 and became negative in 2009-2010. Since then, growth has 

resumed, but has not gone back to the levels seen before 2008-2009. Likewise, 

export growth has also declined and fluctuated in recent years, although growth 

still remained at double digit level (RBI 2015). Second, even though the number 

engaged in the sector has increased several fold, its share in total employment (or 

labour force) of 472 million (in 2011-2012) remains rather small. Third, while 

the number of job-seekers with paper qualifications meeting the requirements of 

the sector may be well over its demand, many of them may not meet the 

standards in terms of technical ability and language skills.  

                                                 
14

 NASSCOM (2015): www.nasscom.in/impact-indias-growth. 

http://www.nasscom.in/impact-indias-growth
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4.2.3 Structural Transformation in Rural Bihar
15

 (India) 

Surveys of villages conducted in 1981-1983, 1998-2000 and 2009-2011 

provide valuable data and insight into changes that have taken place in the 

economy of rural Bihar during the three decades covered by those surveys. While 

a detailed and insightful analysis of such changes can be found in Rodgers et al. 

(2013), a glance at some of the major changes that have taken place in the 

employment and occupational structure may provide one with some ideas on how 

the structure of rural economies can change even without industrialisation. To 

recount a few points noted by the above-mentioned study: 

 In terms of sector composition, while agriculture dominated (with about 

80 percent of employment in the early 1980s), by the end of the first 

decade of the 2000s, less than half of the main occupations were in the 

primary sector – the proportion being around a third for men.  

 Migration has remained a major source of jobs for male workers of 

Bihar, but commuting to jobs outside the villages has become more 

important than before. Migration now is more for non-agricultural work.  

 Occupational diversification through commuting and migration has not 

benefited all equally. It is the upper echelons of the village class structure 

(i.e. the landlords and large cultivators) who have benefited more from 

better jobs with regular and higher pay, while the agricultural labour 

households have tended to remain in casual work.  

 Migration has led to a change in the gender balance in the rural labour 

market of Bihar, and a rise in the proportion of women in the labour 

force. In 12 villages that were covered by the surveys mentioned above, 

female labour force participation rate increased from 56 per cent in 1981-

1982 to 67 per cent in 2009-2010. With men leaving for work outside 

their villages, women are increasingly working in agriculture. Male 

labour force participation rate in those 12 villages remained unchanged at 

94 per cent.  

                                                 
15

 Bihar is one of the poorer states of India. Its economy is predominantly rural, and the 

state has traditionally been a source of migrant workers for more developed states of the 

country.  
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 As a result of a strengthening of the link between the village labour 

market and the national market, wage rates have increased substantially. 

This has made possible increases in incomes of households and 

improvements in their living conditions.  

 While there are sectors/activities where wages are higher than in 

agriculture, there are those where this is not so. For example, wages of 

“transport workers” are lower than those of “agriculture equipment 

operator.” The range of wages of construction workers is about the same 

as for agriculture. The range in brick making is very wide, and the lower 

end is much lower than in agriculture (Rodgers et al. 2013, Table 3.13, p. 

83). These examples indicate that although there has been a 

diversification in the occupations of workers in Bihar, this does not 

necessarily entail a move towards activities with higher wages.  

4.2.4 Rural Transformation through Non-farm Activities: Bangladesh 

Structural transformation of rural areas may be driven by growth of rural 

non-farm acttivities in general. But the important question in that respect is the 

type of economic activities that grow and the productivity and returns associated 

with them.The key question is the composition of and returns from the non-farm 

activities that may be growing. Do they reflect real dynamism in the economy or 

distress adaptation to a situation in which the alternative is no means of 

livelihood?  

Like other developing countries, Bangladesh is also witnessing a process of 

rural-urban migration. But significant and notable changes are taking place 

within rural areas as well. Initially, the central role in rural transformation was 

played by green revolution that took place during the 1980s and the 1990s; but 

more recent decades have been marked by  a diversification in the sources of 

livelihoods.  

According to the Household Income and Expenditure Survey (HIES) data 

(BBS 2010), in 1991-1992, agriculture accounted for 40 per cent of rural 

household income. By 2010, this share had fallen to nearly 30 per cent. The share 

of “business and commerce” increased from 12.4 per cent in 1991-1992 to 22.4 

per cent in 2000, but then declined to 15 per cent in 2010. The share of wages 

and salary has also increased. But the most remarkable phenomenon in rural 

Bangladesh has been the increase in the share of gifts and remittances from 10.6 
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per cent in 1991-1992 to 17.3 per cent in 2010. In fact, income from remittances 

sent by Bangladeshis working abroad represents a very significant element in the 

transformation of the rural economy of the country. Such incomes have not only 

lifted many households out of poverty, they have created linkage effects for 

expansion of many economic activities, especially in the transport and other 

service sectors.
16

 

Alongside diversification of the sources of incomes of rural households, 

improvement in physical infrastructures (e.g. roads, availability of electricity) has 

improved connectivity of rural areas with urban areas and rural centres of 

economic activities. That, in turn, has created necessary conditions for the growth 

of non-farm activities within rural areas and has also created what may be called 

rural-urban continuum. The countryside of Bangladesh today offers a landscape 

that is very different from that of a few decades ago in that in many areas the 

difference between rural and urban areas gets blurred.
17

 It is true that in many 

instances, it is remittances received from workers working abroad that have 

transformed the lives and livelihoods of people. But there are also villages where 

cottage industries, small businesses, or non-traditional agricultural products like 

vegetables, fruits, flowers, etc. have contributed to some structural 

transformation in the economy. However, the important question to ask is 

whether such transformation is sufficient to move the overall economy to a stage 

where surplus labour is exhausted. Data presented in Tables IV and V may throw 

some light on this important question. 

Figures in Table IV provide some indication of what kind (if any) of 

structural transformation has been taking place in the rural economy of 

Bangladesh as a whole during the 2000s. A few observations may be made on the 

basis of this data. First, if manufacturing is considered to be important in the 

process of structural transformation (as has been argued earlier in this paper), one 

may note that till 2010, the increase in the proportion of labour force employed 

there has been very small. In fact, till that time, there was very little change in the 

structure of employment except for a small increase in the share of construction. 

However, the situation appears to have changed after 2010, and the share of 

manufacturing increased sharply. That has been accompanied by a decline in the 

share of major sectors like construction, trade, and transport. This is quite 

                                                 
16

 See, for example, Osmani et al. (2010, 2015).  
17

 For interesting anecdotal accounts of such development, see Hossain and Bayes (2015).  
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interesting because if the data are to be taken seriously, one may be led to raise a 

few questions.  

TABLE IV 

SECTOR COMPOSITION OF EMPLOYMENT (PERCENTAGE OF PEOPLE 

ENGAGED) IN RURAL NON-AGRICULTURAL ACTIVITIES, 2002-03 TO 2013 

Sector  Share of the Sector in Total Rural Non-agricultural Activities 

2002-03 2005-06 2010 2013 

Manufacturing 20.9 20.5 22.2 31.7 

Construction 7.3 6.7 9.5 7.7 

Wholesale and retail trade 28.6 29.9 28.9 23.8 

Transportation and storage 14.8 17.7 14.8 12.6 

Accommodation and food 2.5 3.1 3.1 2.7 

Public administration 3.4 3.0 2.6 2.9 

Education  5.5 5.3 4.6 5.4 

Health and social work 2.1 1.1 1.5 1.6 

Other services 12.7 10.3 12.1 7.9 

Source: BBS: Labour Force Survey (various years). For 2013, the published report of the LFS does  

Note: Only the major sectors of employment have been included in this table. So, the percentages 

do not add up to 100. 

First, is rural Bangladesh finally witnessing a significant change in the 

structure of its economy towards manufacturing industries? Second, if 

manufacturing is indeed growing at a high rate, would not that create necessary 

linkage effects with other sectors like trade and trasport and raise their growth as 

well? We shall look at growth rate of employment in various sectors below. But 

it may be useful to note that the share of both trade and transport in total 

employment declined during 2010-2013. Likewise, the share of construction has 

also declined.  

Data on numbers employed and their growth in various sectors of the rural 

economy are presented in Table V. Figures in this table are indicative of some 

change in the pattern of growth in recent years. First, growth in employment in 

manufacturing has accelerated gradually, reaching double-digit figure after 2010. 

Whether this is indicative of a real transformation in the rural economy would 

depend on what has been happening to output in the sector. Rural-urban 

breakdown for data on growth in manufacturing output is not available. 

However, if data on the growth of small and cottage industries (Annex Table 

A.3) is any guide to the growth of manufacturing in rural areas, a couple of 

observations may be made. First, during the 2005-2010 period, growth of output 

in the sector did exceed 8 per cent. If that happened in industries located in rural 
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areas also, one can say that an employment growth of 8 per cent per annum was 

not attained at the cost of decline in labour productivity. However, the situation is 

different during the 2010-2013 period when growth of output in the small and 

cottage industries sector was well below that of employment reported in Table V. 

Thus it is quite clear that the acceleration in employment after 2010 did not 

represent a healthy growth in the sector. 

TABLE V 

BANGLADESH: EMPLOYMENT IN THE RURAL NON-AGRICULTURAL 

SECTOR, 2002-03 TO 2013 
Sectors Number employed (thousand) Annual growth rate (%) 

2002-03 2005-06 2010 2013 2002-

03 to 

2005-

06 

2005-

06 to 

2010 

2010 to 

2013 

Manufacturing 2,838 3,086 4,193 5,813 2.83 7.96 11.50 

Construction 983 1,006 1,800 1,414 0.77 15.66 -7.73 

Wholesale and retail 

trade 

3,879 4,513 5,482 4,364 5.18 4.98 -7.32 

Transportation and 

storage 

2,015 2,670 2,804 2,316 9.84 1.23 -6.17 

Accommodation and 

food services 

343 462 578 504 10.44 5.76 -4.46 

Education 751 800 867 982 2.13 2.03 4.24 

Health and social 

work 

287 165 283 286 -16.85 14.44 0.35 

Other services 1,772 1,551 2,283 1,477    

Total rural non-

agriculture 

13,554 15,078 18,918 18,348 3.62 5.84 -1.01 

Total rural 33,599 36,132 41,663 41,918 2.45 3.63 0.20 

Source: BBS: Labour Force Survey (different years). 

Note: A few sectors that employ small number of the labour force are excluded from this table. They include 
mining and quarrying, water, electricity and gas, real estate, ICT and financial services.  

It is also important to note that apart from manufacturing, education and 

health, growth of employment in other major sectors like construction, trade, 

transport, etc. was negative,  the rate of decline being substantial. Again, data on 

output growth is not available separately for rural and urban areas. But data on 

GDP growth by sector (Annex Table A.3) indicate that healthy growth rates 

(over 6 per cent per annum) were attained by these sectors in the post-2010  

years. If output growth in economic activities in rural areas did not lag too far 

behind, it is difficult to understand the reason(s) for the observed negative growth 

of employment in the major sectors. How manufacturing output and employment 
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could grow without creating any linkage effect on employment in other sectors 

remains an unanswered question.   

An indicator (although somewhat indirect) of whether the non-farm sectors, 

especially in the rural areas, provide a more attractive alternative compared to 

agriculture can be provided by a comparison of wages and income from self-

employment  in such sectors with those in agriculture. Data (Table VI) show that 

in 2005-2006, wages in four sectors (viz. fishing, financial service, education, 

and  health and social work) were actually lower than that in agriculture. And 

that would imply that one is getting into such occupations simply because 

agriculture can no longer support them (or because they need to supplement their 

income from their main occupation with engagement in these activities). There 

are five other sectors where wages were higher than that in agriculture, but the 

difference is less than 30 per cent (which could be taken as a rough indicator of 

the difference that can be considered sufficient to pull out workers from 

agriculture). These five sectors are mining, manufacturing, trade, public 

administration and community, social and personal services. These sectors 

appear to have the potentail to act as viable alternatives to agriculture, but their 

productivity and wages need to improve further before they can act as drivers of 

growth that is capable of using up surplus labour in a productive manner. 

TABLE VI 

BANGLADESH: WAGE RATE (WEEKLY AVERAGE WAGE RATE) BY 

SECTOR/ACTIVITIES, 2005-06 AND 2013 

Sector Wage Rate 

(2005-06) (Taka 

per week) 

Sector Wage Rate 

as Percentage of 

Wage in 
Agriculture 

Average 

Wage/Salary 

(2013) (Taka per  
month) 

Sector 

Wage/Salary as 

Percentage of 
Agriculture 

Agriculture and forestry 541  9,1461  

Fishery 201 37.15 n.a.  

Mining 604 111.65 8,336 92.8 
Manufacturing 561 103.70 11,112 121.50 

Electricity 1185 219.04 11,698 127.90 

Construction 749 138.45 9,800 107.15 
Wholesale and retail 

trade 

682 126.06 11,442 125.10 

Hotels and restaurants 753 139.19 10,745 117.48 
Transport and storage 750 138.63 11,232 122.81 

Financial intermediation 463 85.58 14,626 159.92 

Real estate, renting and 
business 

769 142.14 11,919 130.32 

Public administration 649 119.96 13,589 148.58 

Education 401 74.12 13,998 153.05 
Health and social work 176 32.53 12,888 140.91 

Other community, 

social and personal 
service 

669 123.66 15,529 169.79 

Source: Calculated from the report of BBS Labour Force Surveys, 2005-06 and 2013. 

Notes: (i) This figure represents agriculture, forestry and fishing. (ii) n.a. denotes not available separately. 



Bangladesh Development Studies  

 
124 

Data of the type presented in Table VI are not available in tabulated form of 

the BBS Labour Force Survey of 2010. But data from the 2013 survey could be 

tabulated to provide a comparative picture (Table VI). And the situation shows 

improvement in that wage/salary is lower than in agriculture in only one sector 

(mining). However, in important sectors like manufacturing, construction, 

transport, trade and hotels and restaurants, the difference is still less than 30 per 

cent of agricultural wage.  

Income from self-employment
18

 in non-farm activities relative to agriculture 

would be another indicator of whether employment in the former reflects 

dynamic growth in those sectors. In this respect also, data up to 2005-2006 

(presented in Islam 2015) does not enable one to conclude that growth of non-

farm activities could be regarded as dynamic. In that year, income in services 

was lower than in agriculture, while that in manufacturing, trade and transport 

was barely better than in agriculture. These figures would appear to indicate that 

till 2005-2006, non-farm activities as a whole or manufacturing in particular were 

not sufficiently attractive in terms of income to pull the surplus labour out of 

agriculture. Employment in these sectors is more a reflection of the inability of 

agriculture to support those looking for jobs. The situation may have improved in 

more recent years.  

V. IS SURPLUS LABOUR IN BANGLADESH EXHAUSTED? 

Several indicators of the availability of surplus labour may be used. In their 

original form, the dual economy models postulated that as long as surplus labour 

is available in the traditional sector, labour can be transferred to the modern 

sector without raising the real wages of workers. Looked at in that perspective, 

trends in real wages provide an obvious indicator of the existence of surplus 

labour in an economy. However, it needs to be noted that real wages may rise in 

an economy due to a variety of reasons, e.g. minimum wage legislation, sudden 

price shocks leading to public intervention, etc. Also, seasonal increases in 

demand may cause wage increases in certain periods, thus leading to a rise in the 

average wage rates even when there is underemployment as a whole. Moreover, 

underemployment in rural areas does not have to be the only indicator of surplus 

                                                 
18

The BBS Labour Force Surveys contain a question on monthly income of the self-

employed. So, the figures seem to represent the incomes stated by the respondents.  
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labour in an economy. Given the process of rural-urban migration and the 

existence of a sizeable informal sector, underemployment may exist in urban 

areas as well, especially if low productivity and low incomes are taken into 

account. Hence, existence of low productivity employment in the informal sector 

may also be taken as an indicator of the availability of surplus labour in an 

economy.  

If one looks at data on trends in real wages in Bangladesh, one can notice a 

somewhat mixed picture. First, data on real wages of different categories of 

workers that are available from government sources (Figure 2) show that 

although Bangladesh witnessed acceleration in economic growth since the mid-

1990s, real wages of workers started to rise significantly only after 2007. In fact, 

real wages stagnated during 2003-2007. Second, real wages started to rise from 

2008. It may be recalled that during that year, there was a major food crisis 

throughout the world, the impact of which was felt in Bangladesh in terms of 

sharp increases in the prices of major food grains. There were increases in wages 

in response to such price increases, a trend that lasted for a few years. But things 

started to change from 2011-2012, as can be seen from Figure 3.  

FIGURE 2: Index of Real Wages, 1993-94 to 2008-09 (1969-70=100) 

 
Source: Constructed by the author using data from Government of Bangladesh, Ministry 

of Finance: Bangladesh Economic Review (various years).   
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FIGURE 3: Increase (%) in Nominal Wages and Consumer  

Price Index, 2011-12 to 2014-15 

 
Source: Constructed by the author using data from Government of Bangladesh, Ministry 

of Finance: Bangladesh Economic Review 2016 (in Bengali).  

Government sources do not provide data on real wages after 2008-2009. 

What is available are data on changes in nominal wages and consumer price 

index (CPI). Such data for agriculture and industry for the period of 2011-2012 to 

2014-2015 are presented in Figure 3. It can be seen that in all these years, the rise 

in CPI for rural areas exceeded the rise in nominal wages in agriculture. Like 

wise, the rise in urban CPI exceeded that of nominal wages in industry. These 

data, i.e. rise in nominal wages falling short of the rise in consumer prices, 

indicate that real wages in both agriculture and industry declined. This is a 

conclusion that emerges from available official data, and runs counter to the 

prevailing notion that real wages in Bangladesh have been rising. In reality, real 

wages did rise for some years since 2008; but the trend did not continue, and 

most likely got reversed in recent years.  

The basic conclusions that emerge are as follows. Real wages did rise for a 

few years, but was not sustained. And even when real wages in agriculture 

5.96 5.78 5.68
5.12

8.7
8.02 7.89

6.86.92
6.08

4.97
4.47

8.69

6.14
7.07

6.2

0

1

2

3

4

5

6

7

8

9

10

2011-12 2012-13 2013-14 2014-15

Increase in nominal wage in agriculture

increase in rural CPI

Increase in nominal wage in industry 

Increase in urban CPI



Islam: Structural Transformation and Absorption of Surplus Labour 127 

increased, the trend was not so clear in the manufacturing sector, thus implying 

that the latter could continue to employ workers without raising real wages 

substantially. That, in turn, pointed to the continued availability of surplus labour 

in the economy. This is further corroborated by the decline in real wages that 

appears to have taken place since 2011-2012. 

Another indicator of the continued availability of surplus labour in the 

economy of Bangladesh is the stubborn persistence of low quality jobs in the 

huge informal sector of the economy (in terms of low productivity and low 

wages, poor environment in which work is carried out and the absence of any 

forms of social protection, e.g. protection against old age through pension or 

provident fund and protection against ill health or unemployment). In fact, most 

jobs created are in the informal economy where the quality of employment is low 

(Table VII). What is more disconcerting is the persistence of such high 

proportion of jobs in that segment of the economy, despite sustained economic 

growth attained over more than two decades. 

TABLE VII 

BANGLADESH: EMPLOYMENT IN THE INFORMAL SECTOR 

Year Employment in the Informal 

Sector (million) 

Share of Informal Sector 

Employment in Total 

Employment (%) 

Total Male  Female Total Male Female 

2002-2003 35.1 27.2 7.9 79.2 78.9 79.8 

2005-2006 37.2 27.5 9.7 78.5 76.2 85.7 

2010 47.3 32.4 14.9 87.6 85.5 92.3 

2013 50.1 35.6 15.2 87.4 86.3 90.3 

Source: BBS: Labour Force Survey (various years). 

Also important to note is that a large proportion of employment within the 

formal segment of the economy may actually bear the characteristics of the 

informal sector. Employment in the readymade garment industry is an example 

of such informal jobs within what may be regarded as the formal sector. Very 

small proportions of workers in formal sector jobs are covered by social 

protection of the type mentioned above or even severance benefits. Likewise, the 

proportion of workers who can form trade unions and bargain collectively with 

their employers is also very low, although the Government of Bangladesh is a 

signatory to the ILO Conventions on freedom of association and collective 
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bargaining.  In sum, economic growth in Bangladesh does not appear to have 

enabled many workers to move out of the informal sector/economy to formal 

employment in a true sense.   

VI. HOW PROMISING ARE THE ALTERNATIVE PATHWAYS TO 

STRUCTURAL TRANSFORMATION? 

There is no doubt that the economies of South Asia have benefited from 

some alternatives other than manufacturing industries that are providing 

employment to their growing labour force. While some, e.g. ICT in India and 

tourism in Nepal, provide employment to the educated and skilled (the latter in 

some cases), others like rural non-farm activities in Bangladesh and outside 

village employment in Bihar, are a source for a wide variety of jobs. But the 

question that needs to be addressed is whether such alternatives provide an 

adequate (from the point of view of mere numbers) and sustainable source of 

good jobs that are needed to transfer all the surplus labour that are available in 

the traditional sectors and the new additions to the labour force that are taking 

place every year.  

One set of numbers that are rough and ready and yet could be illustrative 

may help put the above question in perspective. In India, if growth of labour 

force is taken to be 2 per cent per annum, over 9 million members may be 

expected to be added to the work force of 472 million (as of 2011/2012). The 

number engaged in manufacturing in that year was over 60 million. If growth of 

manufacturing could be raised to, say, 12 per cent per annum (which is not at all 

unrealistic), and if elasticity of employment growth is assumed to be 0.5, the 

sector can generate around 3.6 million jobs per year. On the other hand, the ICT 

sector currently employs about 3.5 million workers, and the growth of revenue in 

the sector has been slowing down in recent years. Even if the sector continues to 

grow at 15 per cent per annum (growth in 2014-2015 was 13 per cent), given the 

current employment generating capability of the sector, it will perhaps not 

generate more than 50 to 60 thousand jobs per year. And qualifications required 

for those jobs will perhaps range from a minimum of HSC to first degree in a 

technical subject.  

If one looks at the service sector as a whole in India, one would see that it 

accounts for more than a quarter of the currently employed population. But the 

sector is not an employment intensive one, as is the case in many countries and 

the employment intensity of the major components like trade and transport has 
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been declining. Hence, even with the growth potential that exists in the sector as 

a whole and in components like the ICT sub-sector, the extent to which they can 

serve as a real alternative pathway for structural transformation of employment 

remains a question. Moreover, in lesser developed states like Bihar, migration for 

jobs outside villages may have provided some alternatives to a rather bleak 

situation that existed several decades ago. But whether this can be looked at a 

sustainable solution and viable response for the region’s employment challenge is 

a question that has been raised by researchers with long experience of work on 

that region (e.g. Rodgers et al. 2013). 

In Bangladesh, growth in the crop sector has not only made the country self-

sufficient in food grains but has also created linkage effects for growth of non-

farm activities in rural areas, and many are diversifying into non-grain crops 

(especially vegetables) and activities outside agriculture. Many such activities, 

however, are still characterised by low productivity and returns. Moreover, 

several sectors (e.g. construction, trade and transport), which offer alternative 

employment to employment in the crop sector, have experienced negative growth 

in employment in recent years.  

On the other hand, even with the current limited degree of industrialisation, 

the manufacturing sector in Bangladesh creates some 400,000 jobs annually, 

absorbing over a fifth of the annual addition to the labour force. It is reckoned 

that with a more diversified growth of labour-intensive manufacturing, the sector 

could absorb about a third of the additional labour force. Within rural areas, 

employment in manufacturing has attained acceleration in growth over time.  

The limitations of the modern service sector, especially as a source of 

employment, can also be seen from the example of tourism in Nepal. Currently 

accounting for just 2 percent of total employment, with limited linkages to the 

rest of the economy, and the fluctuations the sector has been experiencing, it will 

have to attain much healthier and sustained growth in order to be able to play a 

more substantial role as a major employer.    

Employment in Nepal’s manufacturing sector grew at the rate of 3.4 per cent 

per annum compared to the overall employment growth of 2.2 per cent during 

1998-2008. During that period, the sector was generating about 22,000 jobs per 

year, or 10 per cent of the annual addition to the labour force. In 1991, the carpet 

and garment industries together were already employing nearly 90,000 workers, 

although the number had declined to 42,000 by 2006. If growth in manufacturing 

industries as a whole could be revived to, say, 8 per cent per annum, and 
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employment elasticity is assumed to be 0.6, the sector could generate some 50 

thousand jobs which would be nearly 17 per cent of the annual addition to the 

labour force (which is about 300,000 workers per year).  

Of course, a number of factors, e.g. its land-locked nature, difficult terrain 

and open border with a large country with a much higher level of 

industrialisation may stand in the way of Nepal’s achieving a conventional type 

of labour-intensive and export-oriented industrialisation. This, however, should 

not imply that no industrialisation is possible in the country. The fact that two 

labour-intensive industries, viz. carpets and garments, achieved significant rates 

of growth in output and exports during the 1990s and the early part of the 2000s 

shows that this should be possible. While the sharp decline in the growth of both 

of these industries may have created a sense of despair about prospects of 

industrialisation in Nepal, their experience may in fact be used as the basis for a 

policy oriented assessment of the prospects of the sector as a whole.  

The conclusion that appears to emerge from the analysis of this paper can be 

summed up as follows. Even if one accepts the basic proposition that there can be 

multiple pathways to structural transformation of an economy, for economies of 

South Asia, e.g. Bangladesh, India and Nepal, it is difficult to see how the 

surplus labour available to them can be fully and productively utilised without 

industrialisation. Of course, there are differences in conditions and possibilities 

even within South Asia. For example, Nepal may not have the same prospect of 

industrialisation as Bangladesh and India. But the limitations of the service sector 

as an engine of overall economic growth and as a means of absorbing surplus 

labour available in the economies seem to be clear. 
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Annex 1 

TABLE A.1 

GROWTH OF OUTPUT IN SOUTH ASIAN COUNTRIES,  

1990-2014 (% PER ANNUM) 

Country GDP Agriculture Industry Manufacturing Services 

1990-
2000 

2000-
2014 

1990-
2000 

2000-
2014 

1990-
2000 

2000-
2014 

1990-
2000 

2000-
2014 

1990-
2000 

2000-
2014 

Afghanistan n.a. 8.9 n.a. 3.3 n.a. 8.4 n.a. 3.7 n.a. n.a. 

Bangladesh 4.7 5.9 2.6 4.4 7.3 8.0 7.2 8.3 4.2 5.8 

Bhutan 5.2 8.0 1.7 1.9 6.6 9.8 8.9 9.3 7.2 8.8 

India 6.0 7.6 3.2 3.3 6.1 7.7 6.9 8.3 7.8 9.2 

Maldives n.a. 7.0 n.a. -0.2 n.a. 6.6 n.a. 1.4 n.a. 7.0 

Nepal 4.9 4.1 2.5 3.3 7.1 2.7 8.9 1.5 6.0 4.7 

Pakistan 3.8 4.2 4.4 3.0 4.1 5.3 3.8 6.0 4.4 4.9 

Sri Lanka 5.3 6.1 1.9 3.6 6.9 6.9 8.1 5.3 6.0 6.3 

Source:World Bank: World Development Indicators 2015. www.wdi.worldbank.org/table/1.1 (accessed on 

13.9.2015). 

 
TABLE A.2 

STRUCTURE OF OUTPUT OF SOUTH ASIAN COUNTRIES, 2000 AND 2014 

Country Agriculture Industry Manufacturing Services 

2000 2014 2000 2014 2000 2014 2000 2014 

Afghanistan 38 24 24 21 19 12 38 55 

Bangladesh 24 16 23 28 15 17 53 56 

Bhutan 27 17 36 42 8 8 37 41 

India 23 17 26 30 15 17 51 53 

Maldives 9 4 15 19 8 5 76 77 

Nepal 41 34 22 15 9 6 37 50 

Pakistan 26 25 23 21 15 14 51 54 

Sri Lanka 20 10 27 34 17 18 53 56 

Source: Same as for Table A.1. 
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TABLE A.3 

BANGLADESH GDP GROWTH (%), 2005-06 TO 2015-16 

 2005-

06 

2006-

07 

2007-

08 

2008-

09 

2009-

10 

2010-

11 

2011-

12 

2012-

13 

2013-

14 

2014-

15 

2015-

16 

Agricul-

ture 

5.4 6.04 3.87 3.1 6.6 3.9 2.4 1.5 3.8 2.5 1.5 

Manu-
fac-turing 

10.8 10.5 7.33 6.7 6.6 10.0 9.9 10.3 8.8 10.3 10.3 

Small 

scale 

9.1 9.5 7.15 7.3 8.2 5.7 6.6 8.8 6.3 8.5 7.0 

Construc-
tion 

8.7 6.7 5.99 6.6 7.2 6.9 8.4 8.0 8.1 8.6 8.8 

Whole-

sale and 

retail 
trade 

6.3 8.4 7.27 5.9 5.9 6.7 6.7 6.2 6.7 6.4 6.6 

Hotel and 
restau-

rant 

5.3 5.5 5.68 5.9 6.0 6.2 6.4 6.5 6.7 6.8 7.0 

Trans-

port 

8.4 9.4 8.26 8.1 7.6 8.4 9.2 6.3 6.1 5.9 6.5 

Educa-
tion 

9.4 8.78 7.14 5.9 5.2 5.6 7.8 6.3 7.3 8.0 13.8 

Health 5.1 4.9 5.86 3.0 6.8 6.3 3.8 4.8 5.1 5.2 8.5 

GDP 6.7 7.1 6.01 5.1 5.6 6.5 6.5 6.0 6.1 6.6 7.1 

Source: Ministry of Finance, Government of Bangladesh, Economic Review 2016 (in Bengali). 

 


