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1.1
Introduction
Khan (1967, p. 317) noted the case for an elaborate analysis of movements of real wage as ‘such knowledge would help confirm our ideas about the supply of labour and its abundance or scarcity, shed light on the mechanism of transfer of labour from the traditional sector to the modern sector by highlighting the incentive differential between wages in these two sectors ...’. The paper by Khan made a seminal contribution through an indepth analysis of the indices of real wages in manufacturing industries of the two wings of Pakistan. The paper also highlighted the position of wage earners in the income distribution scale and a number of related issues.

Real wage can also be a useful indicator of poverty in Bangladesh since the highest incidence of poverty is found among casual labourers. Given the infrequency of household income-expenditure surveys, real wage may provide an easy indicator of short term changes in living conditions of low income households (Bose 1968, Khan 1983, Palmer-Jones 1993, 1994, Osmani 1990). None of the recent papers on real wage in Bangladesh focused on its relevance as an indicator of imbalance between labour supply and its demand. Therefore the objective of the present study is to examine the real wage data of the last one and half decades (1991 to 2006), examine what such data series imply about the presence of surplus labour and compare this with survey findings on underemployment rate. The paper will also look at the relationship between changes of real wage and poverty incidence. Most of the existing studies on real wage concentrated on rural/agricultural wage only. The present paper will therefore analyze the pattern of real wage movement in both farm and non-farm sectors.
In fact, the absence of enthusiasm about the use of real wage trend as an indicator of excess labour supply is due to the inadequacies of official wage data provided by the Bangladesh Bureau of Statistics (BBS) and particularly the decline of data quality during the recent period. Therefore an important objective of the study is to provide a review of official wage data and make suggestions for generating acceptable series of real wages. The paper intends to focus on a review of quality of data, even at the risk that this may not involve a challenging analytical task. Such a review can help improve the quality of data which can provide better guide to policies and inputs into analytical research in future.
Since the paper has emerged out of the concerns about the quality of real wage data, it will examine the trends of underemployment and poverty from the perspective of consistency with real wage data. Yet the analysis can provide useful insights into the link between movements of real wage, underemployment and poverty.
Real wage is expected to be affected by rural-urban, sectoral and gender related differences. The paper will examine the role of these factors. To obtain insights for policy, the discussion of real wage movements will be supplemented by an analysis of impact of human capital endowments, location and gender differences on wage variation. Such analysis can have important implications for policies related to reduction of wage inequality and for poverty reduction through employment generation.

1.2
Scope and organization of the paper

Section 2 of the paper will elaborate on the official wage statistics generated in Bangladesh and the inadequacies of different series. On the basis of annual data for agriculture and non-agriculture, the movements of real wage over the last one and half decades will be presented. This Section will endeavour to highlight the nature of the shortcomings of annual data and will present estimates from national sample survey sources.

Section 3 will present underemployment data and its changes over time. This Section will examine whether the changes of real wage observed from the annual series of BBS and the extent of underemployment obtained from the survey sources, (Household Income Expenditure Survey (HIES) and Labour Force Survey (LFS) of various years) provide consistent pictures. 
Section 4 will present an assessment of the implications of wage trend for the poverty incidence and compare the HIES findings on decline of poverty HCR with the pattern expected from the labour market situation.
Section 5 will focus on the links between regional difference of real wage and regional poverty incidence and Section 6 will present multiple regression analysis of cross sectional variation of real wage with two points of LFS data. Section 7 will discuss wage difference related to gender dimensions and its implications. Last section provides a summary of findings and concluding observations.
2.
Annual Real Wage Trend in Different Sectors


The wage series most commonly used in government’s ‘Economic Review’ and other policy documents are the ‘wage indices’ for four important sectors. The series started from the early eighties and is continuing. Both nominal index and real index (deflated by industrial worker’s CPI) are published regularly in the Statistical Yearbook of Bangladesh (SYB). This is the series covering more than two decades and is attractive to the policy makers as well as researchers.

SYB’s annual series provide real wage for manufacturing, construction and ‘general’ whereas the nominal indices also includes agriculture. Table 2.1 presents the relevant real wage series. The series of nominal wage in agriculture available in the SYB has been used to calculate real wage index for the sector. The deflator for deriving real wage is ‘industrial workers CPI’. This index has been used by BBS for deflating the ‘general’ index, which includes agriculture as well. Therefore the wage in agriculture may be deflated with the same CPI so that this gives a comparable series than what could be obtained with a separate rural deflator.

Real Wage in Agriculture


The wage index show positive real wage growth in agriculture. However, the rate of change of real wage in agriculture is fluctuating. Index of real wage in agriculture increased 9 percentage points during 1991 to 1996 and was almost stagnant over 1996 to 2000. During year 2000 to 2006 the index has risen by 19 percentage points.

Table 2.1

Wage Rate Indices by Sector (Base: 1969-70=100): Bangladesh 1991-2006
	Year
	Nominal Indices
	Real Wage Indices*

	
	General
	Manufacturing industry
	Construc-tion
	Agri-culture
	General
	Manufacturing industry
	Construc-tion
	Agri-culture

	1990-1991
	1482
	1575
	1487
	1321
	107
	114
	107
	95

	1991-1992
	1553
	1641
	1512
	1421
	107
	113
	104
	98

	1992-1993
	1638
	1724
	1579
	1523
	113
	119
	109
	105

	1993-1994
	1709
	1828
	1598
	1593
	114
	121
	106
	106

	1994-1995
	1786
	1947
	1613
	1653
	111
	121
	100
	103

	1995-1996
	1900
	2064
	1754
	1738
	114
	123
	105
	104

	1996-1997
	1989
	2161
	1848
	1804
	120
	130
	111
	108

	1997-1998
	2141
	2395
	1990
	1870
	122
	137
	114
	107

	1998-1999
	2259
	2522
	2163
	1950
	118
	131
	113
	102

	1999-2000
	2390
	2702
	2286
	2037
	121
	137
	116
	105

	2000-2001
	2489
	2832
	2356
	2141
	125
	142
	118
	107

	2001-2002
	2637
	3035
	2444
	2262
	130
	150
	121
	112

	2002-2003
	2926
	3501
	2624
	2443
	142
	169
	127
	118

	2003-2004
	3079
	3705
	2669
	2582
	146
	177
	125
	121

	2004-2005
	3293
	4015
	2758
	2719
	149
	181
	124
	123

	2005-2006
	3507
	4293
	2889
	2926
	149
	183
	123
	124


Note:  *  (Uses industrial workers’ CPI).

Source: Economic Survey 2007, Statistical Yearbook of Bangladesh Various Issues, last column: authors calculation.
Agricultural wage data generated by Agricultural Statistics Division and disaggregated at district level can be considered as more reliable since data is generated through more extensive coverage of all upazila in each district (Ravallion & Sen 1996).
 Monthly agricultural wage series is published in the Monthly Statistical Bulletin (MSB). At the end of each year, annual average wage was published (along with some preceding years) and thus an annual wage series at district level and for the country was generated. Since early 1990s the annual average data is not being published, although monthly data is available. The reason is not clear. Although it is difficult to follow the monthly publications and construct annual data, an attempt has been made here to generate this series. The average male wage from this source and its rice equivalent has been presented in Table 2.2.
 Rise of agricultural wage was 6.2 per cent and 29.1 per cent during 1993-96 and 1996 to 2000. During the next six years real wage growth declined. This stands in sharp contrast with the acceleration of the agricultural real wage index during 2000-2006 shown in Table 2.1.
Table 2.2

Nominal and Real Wage in Agriculture Generated from

Monthly Data: Bangladesh 1993-2006
	Year
	Nominal wage (Tk/day)
	Rice price

(Tk/kg)
	Rice equivalent of wage (kg/day)
	% Change

	1993*
	36.83
	11.27
	3.27
	

	1994
	40.83
	11.10
	3.68
	

	1995
	44.83
	13.18
	3.40
	

	1996
	47.67
	13.74
	3.47
	1993 to 1996: 6.2

	1997
	50.83
	11.81
	4.30
	

	1998
	55.17
	13.68
	4.03
	

	1999
	60.50
	15.57
	3.89
	

	2000
	63.50
	13.94
	4.56
	

	2001
	67.17
	13.34
	5.03
	1996 to 2006: 29.1

	2002
	70.58
	13.25
	5.33
	

	2003
	74.83
	14.21
	5.27
	

	2004
	75.83
	14.49
	5.23
	

	2005
	84.42
	17.42
	4.85
	

	2006
	94.82
	18.38
	5.16
	

	2007
	109.10
	23.54
	4.63
	2000 to 2006: 13.2


Source:  MSB Various Years

Notes on the Shortcomings of Data on Annual Wage in Agriculture

Before proceeding further with the exercise it will be useful to highlight some of the issues related to quality of data. In the past studies there have been few attempts to compare wage data from different sources or compare underemployment rate and wage and therefore the anomalies of data remained unnoticed. When wage data is examined within various analytical contexts, there is usually insufficient scope of attention to review of data quality. Therefore it is time that one takes a pause for such a review. 


As mentioned above most official documents (MoF, Bangladesh Bank) quote wage series of Table 2.1. Shortcomings of this data series are many. One obvious problems of this series is that the base is old. With an old base year, the indices are high, the annual changes are small and therefore comparisons over short periods may be misleading. The weights used in the base year are not available in any of the publications of last twenty years. The absolute values behind the indices are not available. So there is no scope of crosschecking these data with other sources of information. What is the weight of various sector in the ‘General’ wage index or the weight of various sub-sectors within manufacturing or agriculture have not been spelt out.


In the estimation of real wage, a controversial question is which deflator should be used for conversion of nominal wage into real wage rate.  For converting wage rates of urban sectors, a separate CPI for urban industrial sector has been produced by BBS.
 In the absence of CPI for rural wage labourers, one may use either the CPI for all rural population or that for the industrial workers. To compare the changes of real wage in agriculture with that of other sectors, a consistent deflator should be used for all sectors.


To add to the methodological complexity, an alternative price index has been used some studies.  This has been obtained from the Household Income Expenditure Survey (HIES) data (Salmon 2001).  The criticisms against the use of HIES prices are many.  These are based on all rural households and not labour households only and in this respect it is no better than the rural CPI.  Moreover, HIES prices are actually by-products of expenditure data as the actual data pertains to quantity consumed and total expenditure.  Moreover, expenditures on many items are imputed values for family produced goods.  It is extremely unlikely that the respondents will use uniform retail market prices as conversion factors.  Thus the logic for preference of these prices is rather unclear.


Using various CPI, Salmon (2001) presents wage indices in agriculture. In Salmon’s study, a comparison of 1996 with 2000 shows a rise of real wage indices of agriculture although this is due to the rise of wage rate only in year 2000 (as shown in a graph in the study).  1996 was a year with one of the lowest real wage rate, and therefore a comparison between 1996 and later years or previous years has given misleading picture. Another study by Sen and Hulme (2005) used a combination of HIES based CPI and rice price based deflator for comparison of wage at various points of time.


During 1980’s a few studies attempted to construct agricultural real wage either to examine the impact of technological change in agriculture or as an indicator of level of living of poorer households (Khan 1993, Ravallion and Sen 1996, Palmer-Jones 1993, Osmani 1990). Problems of the annual agricultural wage series of BBS attracted attention of the authors and substantial controversies were raised about methodology and conclusions drawn from the data. It was more or less accepted that the published data series was beset with shortcomings which rendered it unacceptable as either an indicator of poverty or labour market turning point. Researchers resorted to various corrections in the original series (Osmani 1990) and accessing unpublished data from various sources. Such attempts may end up giving divergent conclusions from same data source.


Important sources of inadequacy of annual data series are changes in the method of generating data and change in the content of reported data. Moreover, these changes are not usually reported in the published sources of data. For example, the district level wage series in SYB mentioned ‘male agricultural labour’. But the annual series of wage index quoted in Table 2.1 does not mention whether it is male wage or average for male and female. We have already mentioned that since 1998 SYB discontinued the table on district level wage.

In the MSB’s monthly wage series, data an agricultural wage was given for ‘unskilled workers’ and skilled workers for certain period in the 1980s. But then the title changed and skilled/unskilled was not mentioned. Monthly wage was given under two headings: with food and without food. It is likely that cash wage is smaller when paid with food. But the number of meals provided can vary with consequent variation of cash. Notes on these variations of nature of data can help comparability both over time and across regions. Informal discussions revealed that the method of selection of villages for wage data of SYB changed from time to time.

District level data of MSB is being published for 20 ‘old districts’, while new districts numbering more than three times the old districts have been created couple of years ago. It is time that district series switches to ‘new districts’ with sub-totals for old districts.

Wage in Non-agriculture: Annual Series

Studies on real wage in Bangladesh focused mainly on rural/agricultural wage. Trends of real wage in manufacturing received less attention and the problems of this data series, therefore, went unnoticed. To investigate the accuracy of annual data on real wage index in manufacturing sector provided by SYB, one may take two approaches: first, compare with statistics from other sources and second, examine the components of data on which the index is based.


As shown by the annual series in Table 2.1 real wage growth in manufacturing has been spectacular, especially in the recent period (2000 to 2006).  The index of real wage in manufacturing increased by 9, 14 and 46 percentage points respectively during 1991-1996, 1996-2000 and 2000-2006 periods.

If one considers the period of 1996 to 2006, the percentage point rise of real wage index in agriculture and construction were almost equal (20 and 18 percentage points respectively). In contrast, the rise of real wage in manufacturing was 60 percentage points. Therefore one cannot but question the reliability data. It is difficult to explain such difference between wage in manufacturing and other sectors. This is especially true for construction sector which is mainly concentrated in urban areas. Such difference would attract workers from wage employment in those sectors, and push up wages.
Comparison with Other Sources of Data on Wage in Non-farm Sectors

National Sample Surveys (HIES and LFS) can be important sources of data on wage. HIES data on nominal wage (Table 2.3) show that wage in agriculture and non-agriculture has risen by 28.6 and 24.6 per cent respectively during 2000 to 2005. Thus the latter has risen by a lower magnitude. With 26.6 per cent rise in CPI during this period, real wage has risen marginally, only in agriculture and not in non-agriculture. This stands in sharp contrast with data presented in Table 2.1.

A second source of wage data is Labour Force Survey of Bangladesh. LFS data (Table 2.4) shows that real wage has grown in both sub periods. Nonetheless there has been a slight deceleration of rate of growth of real wage during the latest sub-period. 

There are thus substantial differences in the pace of growth of real wage shown by HIES data and LFS data. A possible reason behind this difference is that the early months of 2005 experienced disruption of economic activities as an aftermath of the serious flood of 2004, which affected more than half of the country.

Table 2.3
Rice Equivalent of Wage: Bangladesh HIES 2000 to 2005 Data
	Year
	Wage per day (taka)
	Rice price (per kg)
	Rice wage (kg)

	
	Agriculture
	Non-agriculture
	All
	
	Agriculture
	Non-agriculture
	All

	2000
	53.67
	79.48
	62.89
	13.75
	3.90
	5.78
	4.57

	2005
	69.02
	99.01
	80.78
	17.39
	3.97
	5.69
	4.65

	% change
	28.60
	24.57
	28.40
	26.47
	1.79
	-1.56
	1.75


Source: Rice price: Monthly Statistical Bulletin (MSB) (various months), BBS.

             Wage: HIES 2000, 2005.

Table 2.4
Real Wage from Bangladesh Labour Force Survey Data 1996 to 2006
(Base: 1996)
	Year
	Urban
	Rural
	Urban & Rural

	
	Tk./day
	Change (%)

over previous survey
	Tk./day
	Change (%)

over previous survey
	Tk./day
	Change (%)

over previous survey

	1996
	57.0
	-
	41.0
	-
	43.0
	-

	2000
	64.4
	12.98
	47.5
	18.29
	49.1
	14.12 (in 4 years)

	2006
	64.6
	0.31
	54.8
	15.37
	56.6
	14.96 (in 6 years)


Source: LFS Various Years.

A third source of manufacturing wage is CMI data. This source shows that many of the important sub-sectors of manufacturing have experienced decline in real wage growth during late 1990’s, although a direct comparison with Table 2.1 is not possible because CMI data is available only upto 2002.

Constituents of Manufacturing Wage in SYB Data


This brings us to the question, what are constituents of manufacturing in the SYB data. Going back to the very early issues of SYB, it was discovered that the manufacturing wage is an average of five sub-sectors: cotton and jute textile, engineering, edible oil and matches.
  

There is no denial that during the nineteen seventies and early eighties, these five sub-sectors dominated the manufacturing sector. The scenario has however, changed especially during the last two decades. CMI data shows that ready made garments, drugs & pharmaceuticals, textiles, food processing, tobacco and pottery & china-ware are the most important sub-sectors within manufacturing. Among these, RMG contributes sixty per cent of all formal manufacturing employment. Textiles appeared as third since the mid nineties. Wage in RMG is much lower than other manufacturing sub-sectors (Salman 2001, Rahman et. al. 2007). Therefore with growing weight of RMG in manufacturing, the average manufacturing wage is unlikely to rise especially after mid 1990’s. Moreover, the rise of wage in RMG is also relatively smaller.

Thus the manufacturing real wage index series in SYB cannot provide a meaningful picture in terms of movement of real wage in the sector as a whole. In contrast to the SYB, CMI data, HIES and LFS data indicate a much more modest increase or decline of real wage in non-agriculture during 2000 to 2005. 

Sectoral Difference of Real Wage: LFS Data

The discussion of real wage cannot be complete without an analysis of detailed sectoral difference of wage and the time pattern of such difference. All types of development theories predicted Manufacturing wage to be higher than agricultural wage, while manufacturing represents the technologically advanced sector. Theories were not explicit about the difference between wage in other non-agricultural sectors (construction, trade etc.). The real wage series of SYB shows the expected pattern, the index of real wage in manufacturing is much higher than the index for agriculture and construction and the difference has grown over the years. Given the shortcomings of this data series, the LFS data has also been used to compare the sectoral wage rates and the changes over year 2000 to 2006. Data for 2000 shows that wage in manufacturing was 36 and 23 per cent higher than the same in agriculture year 2000 and 2006 respectively (Table 2.5). Wage is higher in construction and in trade compared to both agriculture and manufacturing. The ratio of wage in trade sector and in agriculture stands at 1.48 in 2006. Wage data for the major sectors have been presented in Table 2.6. Last column of Table 2.6 shows that over the six year period nominal wage in manufacturing and trade went through a rise of 47 and 64 per cent respectively. Construction sector experienced the smallest increase.
Table 2.5

A Comparison of Wage in Agriculture, Manufacturing,

Construction and Trade: 2000-2006
(Ratio of Wage per day)
	Ratios
	Year 2006
	Year 2000

	Manufacturing: Agriculture
	1.23
	1.30

	Construction: Agriculture
	1.47
	1.67

	Trade: Agriculture
	1.48
	1.44


Source:   LFS various years.
Table 2.6

Wage in Major Sectors: Bangladesh, 2000 and 2006
(Nominal wage Tk/day)*
	Sector
	2000

(Tk/day)
	2006

(Tk/day)
	% Change

in 6 years

	Agriculture
	56.34
	88.45
	57.0

	Manufacturing
	73.42
	108.20
	47.4

	Construction
	94.53
	129.75
	37.2

	Trade
	79.77
	130.56
	63.6

	Transport
	104.34
	150.76
	44.6

	Financial service
	184.54
	403.24
	117.5

	Other Service
	102.88
	274.03
	166.3

	Total
	77.82
	140.11
	80.1


*   % change in ‘nominal’ wages have been calculated because intersectoral comparison will not be affected if same deflator is chosen for all sectors.
Source:   LFS various years.

The lower wage in manufacturing compared to construction and trade services imply that productivity of manufacturing is lower than these sectors. This raises the question why inter sectoral shift of investible resources and the process of equalization of wage does not take place. In fact, information on education level shows that manufacturing sector employs persons with higher levels of education, compared to agriculture, construction and trade. Therefore their wage should be higher.


The answer to the substantial wage divergence among sectors and lower wage of manufacturing workers is likely to be rooted in various types of segmentation of the labour market. Manufacturing provides scope for year round job and in many sub-sectors the tasks are physically less demanding compared to at least construction. Regular job is often preferred especially by young educated persons even if wage per day is lower.


The other important factor behind inter-sectoral wage differential in the wage difference between male and female labour force. Wage of women is much lower. Therefore a larger share of women in the employed labour force in a sector pulls down the average wage in that sector. This is particularly true of manufacturing which employs a much larger share of paid female workers compared to construction and trade. Moreover, women’s share in manufacturing has gradually risen over the period.

Gender related wage differential can also affect the trend of real wage, and slow down its growth when the share of women in the paid employment increases and they are poorly paid. In fact, the rise of urban real wage during 2000-2006 was less than the rise of rural real wage.
 During this period, female labour intensive and export led RMG sector went through an accelerated growth. This may, at least partially explain the slowdown of urban wage growth.


Then one must ask why women’s wage is lower and what is the extent of male-female wage differential and how did the pattern change over the period concerned. This issue deserves a more detailed discussion and is taken up in Section 7.

3.
Underemployment and Real Wage

When interpreted at face value, data presented in Table 2.1, implies that the economy has reached a turning point in terms of the Lewisian vision of development when the modern sector completely absorbs the surplus labour and wage shoots up from a relatively stable level. Other data sets, however, cast doubts on the fast pace of rise of real wage in manufacturing. An alternative test of reliability of the SYB data on acceleration of real wage growth can be provided by direct data on surplus labour.

Table 3.1 presents direct evidence on excess supply of labour and its change. Data on underemployment rates
 during 1996 to 2006 do not suggest that all labour has been absorbed, which could have produced the acceleration of real wage growth observed in Table 2.1. Underemployment rates are high and has risen over the period, from 17.6 per cent in 1996 to 24.5 per cent in year 2006.
Table 3.1
Underemployment Rates in Bangladesh: 1996-2006
	Underemployment rate (%)
	1995-96
	1999-2000
	2005-06

	Bangladesh: Total
	17.6
	16.6
	24.5

	Rural
	-
	17.8
	27.8

	Urban
	-
	12.2
	13.9


Source:  BBS; LFS (various years).


Underemployment rate in fact slightly declined during 1996 to 2000. The rate of underemployment in both urban areas and rural areas have risen in the latest period (2000 to 2006). Thus the higher increase of real wage during the later period as shown in Table 2.1 is not consistent with the rise of underemployment. This is particularly true of real wage in manufacturing and underemployment rate in urban areas.


Lack of fast growth of real wage shown by HIES data is also consistent with the data on underemployment estimates from HIES data. According to HIES data, underemployment rate is high and has gone through a slight increase during this period, from 33.5 per cent in 2000 to 35.1 per cent in 2005. LFS data (Table 3.1) shows an even faster increase of underemployment rate.

4.
Movement of Real Wage and Poverty Reduction



Next question is what are the implications of the movement of real wage for the poverty incidence and its change during the recent years. Wage data from HIES 2000 and 2005 show that (Table 2.3) nominal wage per day in agriculture and non-agriculture increased by 28.6 and 24.6 per cent over these five years. CPI has risen by 26.6 per cent over this period, which indicates that there was a small rise of real wage in agriculture and a small decline of real wage in non-agriculture. Considering the rice equivalent wage, there was only 1.8 per cent rise over the period 2000 to 2005. On balance these changes are unlikely to result in the large scale poverty reduction as estimated from HIES data (World Bank 2008, BBS 2007). In addition to slow growth of real wage, there has been a rise of underemployment as mentioned earlier. This implies a decline of real earnings, especially for casual workers and day labourers whose earnings are determined by wage and days of employment. Therefore the first pace of poverty decline shown by these surveys will obviously be questioned.


Moreover, HIES data (Table 2.2) shows that the rise of agricultural wage has been larger than rise of wage in non-agriculture. This is in contrast to the pattern of change of poverty incidence in urban and rural areas. HIES data shows that during the period 2000 to 2005, poverty incidence has gone through a larger decline in urban areas compared to rural areas.
5.
Regional Difference in Wage and Poverty Incidence

Reliable wage data can be used not only as an indicator of change of income/poverty but can also provide an idea about cross sectional difference of poverty and various dimensions of regional inequality. In fact Khan’s (1967) paper has made an important contribution to the study of inequality between East and West Pakistan through his study of wage differential between the two. A recent study has asked the question ‘Is there an East-West Economic Divide’ (WB 2008) in the context of present day Bangladesh. The study has used HIES data to examine the difference in poverty reduction among the administrative Divisions and highlighted the fact that poverty decline was either absent or very small in the western part. The study tried to explain the difference in terms of ‘lower wage growth in the western part’. An attempt has been made here to take a closer look at the extent of change of wage in each Division and examine whether a direct association between increments in wage and poverty reduction can be observed on the basis of HIES data.

Table 5.1

Regional Picture of Changes in Wage and Poverty in Bangladesh
	Division
	Rice wage 
	Poverty incidence (HCR)

	
	2005
	2000
	Percentage change
	2005
	2000
	Percentage point change

	Barisal
	5.46
	5.36
	1.9
	52.0
	53.1
	-1.1

	Chittagong
	6.50
	5.64
	15.2
	34.0
	45.7
	-11.7

	Dhaka
	4.45
	4.57
	-2.6
	32.0
	46.7
	-14.7

	Khulna
	5.16
	4.50
	14.7
	45.7
	45.1
	+0.6

	Rajshahi
	3.58
	3.65
	-1.9
	51.2
	56.7
	-4.5

	Sylhet
	5.12
	-
	-
	33.8
	42.4
	-8.6


Source:
HIES unit record data for nominal wage, MSB for rice price 


HIES Report 2000, 2005 (BBS) for poverty incidence.

Table 5.2
Regional Picture of Changes in Urban Wage and Urban Poverty in Bangladesh
	Division
	Rice wage (kg/day) in urban areas
	Urban poverty incidence (HCR)

	
	2005
	2000
	Percentage

change
	2005
	2000
	Percentage

point change

	Barisal
	5.60
	6.31
	-11.9
	40.4
	32.0
	+ 8.4

	Chittagong
	6.39
	7.04
	-9.2
	27.8
	44.2
	- 16.4

	Dhaka
	5.83
	5.69
	+2.5
	20.2
	28.2
	- 8.0

	Khulna
	5.16
	4.91
	+4.8
	43.2
	38.5
	+ 4.7

	Rajshahi
	3.58
	4.26
	-16.0
	45.2
	44.5
	+ 0.7


Source:
HIES unit record data for nominal wage, MSB for rice price 

HIES Report 2000, 2005 (BBS) for poverty incidence.

Table 5.1 and 5.2 shows for the country as a whole and urban areas respectively the changes of rice equivalent wage and poverty incidence in the Divisions. For the country as a whole expected direction of change in poverty incidence is observed for Chittagong (a large decline in HCR and a large increase in wage) and Barisal (a small rise of wage and a small decline of poverty). Rajshahi experienced a small poverty decline although wage has fallen. Dhaka experienced a large percentage of poverty decline despite a decline of real wage. Khulna experienced a second highest rise of wage and a rise of poverty incidence.

The divergences in the expected relation between movements of real wage and poverty incidence are even more pronounced for urban part of each Division (Table 5.2). In urban Khulna and Chittagong, changes in HCR is in reverse direction than what is expected from changes in real wage. In urban Khulna positive change in wage and rise of poverty incidence were observed. In urban Chittagong decline of wage was associated with decline of poverty incidence. Highest decline of rice wage was experienced in urban Rajshahi where poverty HCR changed marginally. The extent of negative change of real wage was smaller in urban Barisal compared to Rajshahi but the extent of rise of poverty was worst in urban Barisal.

These inconsistencies are lost sight of when aggregation of Divisions of the East and West are done. For example, WB (2008) has estimated wage growth in East and West as 1.5 per cent and -0.1 per cent and observes ‘real wage have been growing robustly in the East, while they have stagnated in the West’. 
To present aggregate figures on “East and West’ and to highlight differences in wage and poverty decline may give a misleading analogy with the East and West in the pre-liberation period.
6.
Determinants of Wage

The shortcomings of annual wage data renders it difficult that we study the determinants of changes of real wage over time. Such analysis would throw light on whether the changes in human capital endowment of the labour force, urbanization etc. are making contributions in the form of wage gains. In the absence of reliable time series data, an understanding of the factors affecting wage can be obtained through a cross sectional analysis of determinants of wage. We have conducted cross sectional analysis of wage variation on the basis of Labour Force Survey data, 2000 and 2006.  Table 6.1 and 6.2 shows relevant results of OLS regression.


Cross sectional regression can also enable us to isolate the wage difference among regions and see how far the wage difference is due to pure location factors. 
Results of Table 6.1 and 6.2 reveal that regional difference is significant and positive for Barisal, Chittagong, Sylhet and Khulna (size of coefficient in the order mentioned) and negative only for Rajshahi (compared to Dhaka which is the omitted Division). 


The regression results show that the influence of personal characteristics tally with common perception. Education has positive influence, the coefficients are higher as the level of education rises. Moreover, a comparison of coefficients in urban areas in 2000 and 2006 reveals that the coefficient of SSC and above education is higher in the latter year. This indicates a movement of the economy to more knowledge based activities. At the same time it can be noted that the coefficients of other education levels (in both urban and rural) and SSC in rural areas did not increase or even slightly decreased. This implies a lack of employment opportunity to utilize school education or a decline of the returns to education due to deterioration of quality (or both). This has serious policy implications. On the front of school education, steps for the much talked about quality improvement must be taken immediately. Suitable employment opportunities should be expanded to absorb the growing stream of school educated youth. The coefficient of the ‘dummy for training received’ has declined. This raises doubts about the appropriateness and quality of the training imparted in recent years. It implies that market oriented training facilities should be generated for the young labour force who did not complete SSC level of education, so that the demand-supply imbalance on this front is reduced and real wage growth is accelerated. Women’s disadvantage has declined in the later year in both rural and urban locations. Coefficient of the dummy for female is negative and has smaller absolute value in 2006. Public sector wage advantage has increased in the urban areas over the period.
Table 6.1

Determinants of Wage in Bangladesh: Results of OLS Regression for 2000

Dependent Variable: Log of Daily Rice Equivalent Wage, 2000

	Explanatory Variable
	Rural
	Urban

	
	B
	t
	B
	t

	(Constant)
	.64
	6.07
	.34
	2.63

	Workers age
	.03
	5.22
	.05
	4.95

	Square of workers age
	.00
	-4.86
	.00
	-4.28

	Primary education dummy
	.01
	.15
	.20
	3.73

	Secondary dummy
	.11
	2.17
	.26
	4.62

	SSC + dummy
	.53
	8.68
	.67
	11.85

	Regular salaried employee dummy
	-.22
	-5.16
	-.07
	-1.35

	Formal dummy
	.17
	4.19
	.10
	2.00

	Public dummy
	.43
	7.18
	.28
	5.69

	Land owned in decimal
	.00
	1.88
	.00
	1.64

	Head dummy
	.07
	1.65
	.27
	4.96

	Whether received any training
	.17
	2.12
	.25
	3.48

	Barisal dummy
	014
	3.06
	-.09
	-1.06

	Chittagong dummy
	.18
	4.41
	-.04
	-.81

	Khulna dummy
	.13
	2.67
	-.03
	-.51

	Rajshahi dummy
	-.06
	-1.65
	-.01
	-.14

	Dummy for female
	-.71
	-17.16
	-.51
	-9.93

	Sample size
	2598
	
	1581
	

	Value of F
	67.4
	
	68.6
	

	Adjusted R square
	0.29
	
	0.41
	


Source: Estimated from LFS 2000 data.
Table 6.2

Determinants of Wage in Bangladesh: Results of OLS Regression for 2006

Dependent Variable: Log of Daily Rice Equivalent Wage, 2006

	Explanatory Variable
	Rural
	Urban

	
	B
	t
	B
	t

	(Constant)
	1.08
	28.75
	3.51
	68.94

	Workers age
	.02
	8.54
	.05
	16.96

	Square of workers age
	.00
	-8.49
	-.00
	-15.19

	Primary dummy
	.10
	8.06
	.13
	6.95

	Secondary dummy
	.12
	7.79
	.17
	8.45

	SSC + dummy
	.44
	21.98
	.68
	33.50

	Regular salaried employee dummy
	.06
	3.48
	-.09
	-5.21

	Formal dummy
	.07
	4.46
	.18
	10.57

	Public dummy
	.32
	14.60
	.39
	22.05

	Land owned in decimal
	.00
	4.78
	.00
	6.61

	Head dummy
	.06
	3.76
	.04
	2.36

	Whether received any training
	.11
	5.23
	.08
	4.90

	Chittagong dummy
	.16
	10.59
	.01
	.49

	Khulna dummy
	.05
	2.83
	-.20
	-10.77

	Rajshahi dummy
	-.04
	-3.42
	-.29
	-17.39

	Barisal dummy
	.26
	13.19
	-.09
	-3.48

	Sylhet
	.12
	5.87
	.17
	5.61

	Dummy for female
	-.36
	-21.01
	-.31
	-17.09

	Sample size
	11224
	
	9061
	

	Value of F
	249.7
	
	505.6
	

	Adjusted R square
	0.27
	
	0.49
	


Source: Estimated from LFS 2006 data.
7.
Gender Dimensions of Wage Differential

The ratio of female to male wage rate is expected to rise with economic growth and expansion of employment opportunities for women. The experience of Bangladesh is shown in Table 7.1.
In the urban areas, the ratio of female to male wage declined during 1996 to 2000 but increased after that. Male-female wage differential is large and the absolute value of the difference increased over time. Rising ratio of the male to female wage in urban sectors during the 2000-2006 is commensurate with the employment situation. Paid employment opportunities of women slightly declined during 2000-2006 which stands in contrast with male employment situation.
In contrast in the rural areas male to female wage ratio declined during 2000 to 2006. Expansion of rural non-farm activities have contributed to increased employment and wage of women.

Table 7.1

Ratio of Male and Female Wage in Bangladesh: 1996 to 2006

(Wage Tk/per day)
	Location
	Sex
	Year

	
	
	1996
	2000
	2006

	Urban
	Male 
	60
	85
	111

	
	Female 
	36
	59
	69

	
	Male/Female
	1.67
	1.44
	1.61

	Rural
	Male 
	44
	63
	93

	
	Female 
	25
	35
	61

	
	Male/Female
	1.76
	1.80
	1.52

	Urban and Rural
	Male 
	46
	65
	95

	
	Female 
	26
	38
	63

	
	Male/Female
	1.77
	1.71
	1.51


Source: LFS Various Years.

Male-female wage differential can be attributed to the following factors: First, the differences in human capital endowment of male and female labour force; second one is job segmentation, women’s employment being concentrated in the low productive and low wage segments and third a differential purely due to gender. 

A reduction of inequality in the human capital endowment may help reduce gender related differential of wage. In Bangladesh, school enrolment of girls has increased during the last decade. This is likely to have contributed to reduction of ratio of male-female wage in the urban areas. But its impact in the rural areas is not being felt and this is possibly due to the following reasons:
· Although girls’ school enrolment rate has risen, their school completion rate has not risen to the same extent and with education less than SSC level, wages are low and opportunity of employment is rather limited.

· Girls who complete above primary or SSC level usually come from better off households and therefore they may not enter the labour market.

· The better paid jobs are usually offered to men. The rate of employment creation is insufficient even for male workers as revealed by rise of underemployment rate. Therefore male female wage difference continues to be high.

· Slow pace of reduction of gender wage gap (or even reversal in the urban areas) indicates that the societal factors influencing female wage have not shown much improvement.

Societal forces include the following:

· Employers consider women as secondary earner who can accept low wage
· Employers consider women’s work as light work

· Society’s belief that better paid jobs should go to men

· Women have lower bargaining power and therefore may be paid lower wage

· Institutional processes do not provide adequate support to women workers

· Employers’ belief that certain jobs should not be offered to women as long as men are available.


The landowning employers in rural areas were asked a question in 1986 about why they do not engage women in the field activities of crop production. They replied that male workers are available and why should they employ women. Employers when asked the same question in 2005, gave very similar answer and said women do not have the experience and male workers work in groups where women cannot be included.

Male-female wage difference, which is apparently linked with pure gender bias, in fact, reflects the lower bargaining power of women. A number of factors operating at both household level and societal level result in lower bargaining power of female workers seeking paid job. For example, families’ male guardians (especially from low income groups) sometimes keep a pressure that women accept employment even if the wage is low. Women without male earner in the household are required to earn to ensure survival.


The perception that women are secondary earners also influences the institutional wage setting process. Minimum wage recommended for the sub-sectors with a higher share of female workers is usually lower than sub-sectors of manufacturing industries dominated by male workers.
8.
Concluding Observations and Summary of Findings

It is a matter of great concern that so many decades after independence, dependable series of annual data on real wage in major sectors are not available. Immediate steps should be taken to generate annual data on real wage in major sectors separately for urban and rural areas. These data should have a recent base year and the deflators should be appropriately chosen. 


For each sector, the important sub-sectors should be taken into account and appropriate weight should be attached. This is most important for manufacturing, which now consists of may new sub-sectors which did not exist before the 1990’s and the published wage data for manufacturing consists of sub-sectors with low weights in recent period. In addition there is need for separate series of real wage of male and female labour force and weighted average of these two.

National sample surveys, especially HIES and LFS are useful as they provide data on both wage and underemployment. However, the number of comparable data points are small. A comparison of survey results at three points during 1996 to 2006 reveals a number of interesting features of wage and underemployment.


National Sample Survey (HIES and LFS) data provide consistent pictures of movement of wage and underemployment. HIES findings show that real wage has gone through only a small increase during the recent years (2000 to 2005) and there is substantial underemployment among the workforce. 


Wage and underemployment data from HIES 2000 and 2005 are however not in line with large decline of poverty incidence during this period. Analysis of data on regional variation of wage and poverty decline shows that the former does not vary concomitantly with the changes of regional difference in head count ratio of poverty. Therefore one has to be cautious in the interpretation of data on the poverty decline and more so about the so-called ‘East-West Divide’ which focus on regional difference in poverty decline.


According to Labour Force Survey data, there has been a rise of real wage during both 1996-2000 and 2000-2006 period, although the average increase per year has been lower in the latest sub-period. It should be highlighted that annual real wage series for agriculture generated from monthly data also demonstrated substantial rise (29.1%) during 1996 to 2000. Real wage in agriculture continued to increase during 2000 to 2006 period although at a decelerated pace (13.2% over the 6 year period). Since both surveys (HIES and LFS) show rise of underemployment rate and stagnation or slow growth of wage, these are likely to be correct assessments. The faster pace of poverty reduction during the later period, as shown by HIES   thus contradicts both HIES and LFS findings on changes of wage and underemployment and therefore it is logical to treat the poverty estimates with suspicion. This is in line with the conclusion of Khan’s (2005) paper that the official poverty head count ratio of HIES 2005 provides an underestimation.

The inconsistency between change of real wage and poverty decline over the period 2000-2005/06 makes it all the more important that a dependable real wage series is generated which can serve as a signal for the labour market as well as provide an alternative indicator of poverty situation.
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� SYB also published an annual district wage series. This series was dropped from SYB after 1998. A senior officer at BBS told the present author that there are problems in the data. Therefore the series was discontinued. A monthly series of agricultural wage is published in MSB of BBS. But annual wage based on that data is not given anywhere.


� Data for 1991 to 1992 are not available.


� This series is based on data from two cities only and the sample is small. This has been mentioned by BBS officials in an informal discussion.


� For example, Osmani (1990) constructed a series of wage of only unskilled agricultural labourer. But the same source of data after 1986 stopped producing data disaggregated for skilled and unskilled agricultural workers. 


� Another shortcoming of this publication is that it comes out with considerable lag, often more than a year. Monthly data can be an effective indicator of short term fluctuation only if it is timely published. Of course, this problem applies to many of the other publications of BBS.


� The SYB volumes of last 15 years, does not mention anything abut the constituent subsectors.


� The rapid increase of annual index of real wage in manufacturing during 2000-2006 period, which stands in contrast to the finding of LFS data is partially due to the old sample of firms, who do not usually employ women and coverage of subsectors which do not employ women.


� This paper uses ‘underemployment’ rather than conventional open unemployment as a measure of excess supply of labour. Data on open unemployment gives uncredibly low figures which is due to inapplicability of this concept to the informal labour markets as in Bangladesh. Rahman (2006) elaborates on the problems of unemployment data from LFS.


� In fact, WB (2008) shows that real ‘labour earnings’ did not rise over this period, underemployment rate remained same. WB (2008) used a low standard hour as cut off line for measuring underemployment.


� This Section draws from author’s previous papers especially Rahman (2004).
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