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Summary

Why this study? Why resilience and vulnerability?

Since it was founded in 1972, several hundred todisif not millions of poor households in
the northwestern region have participated in thegmams of RDRS Bangladesh. Their
cumulative number is unknown; most went througlnéensive phase of participation lasting
several years. Thereafter, they have been in nonbr intermittent contact with RDRS

programs, notably as federation members, microidckamrowers, or targets of existential
risks with which the health and disaster preparssipeojects are concerned.

Fatema and Nazma live in
Nageswari Sub-district, where
RDRS has worked intensively.
Two years ago, their father
withdrew them from school. The
family had fallen on harder
times. The father was ostensibly
unhappy talking about this
difficult  decision, but he
justified it by the need to let his
elder son continue in college
and make savings on his
daughters’  education. The
family exemplifies the tendency
in our sample to withdraw
children from school after
income growth slowed down
significantly in  2005-06. In
Bangladesh, the government
subsidizes girls’ education. But
Fatema and Nazma said they
had to pay for books and
sundry expenses.

RDRS has long been part of the struggle for women’s and girls’ rights; reversals in school
enrolment apace with stagnating incomes are atragi ¢ manifestation of continued vulnerability.
They highlight that the enjoyment of rights has dir ect or opportunity costs that households
under stress will cut — in Fatema and Nazma’'s case  with lifelong consequences.

Vulnerability to poverty risks and the ability telround from poverty spells are critical
determinants of the life chances of the poor, idiclg those who became RDRS program
participants. Knowing more about entry into, and &om, poverty is desirable both for the
historic record of RDRS and in the context of aiaoprotection debate that is animating
development policy. With the passage of time, laftion to any specific interventions of the
social and economic advancement that this populdies enjoyed since first contact with
RDRS has become virtually impossible. Yet, an imied estimate of resilience and
vulnerability is attempted here. RDRS has condydietiveen 2003 and 2007, three waves of
data collection on 800 carefully sampled particigamuseholds. Measurement of the income
mobility, and thus of movements in and out of ptyeallows us to gauge the livelihood
dimension of continued resilience and vulnerahiligithough not its other important
dimensions such as health or human rights protectio



In addition, RDRS staff conducted intensive lifais®e interviews with 21 respondents
drawn from the upper and lower extremes of the 2@f@2ehold income distribution. These
histories were diagrammatically mapped and classifoy a small number of life-time

mobility types, with a view of identifying the mosbmmon crises. We offer three case
studies based on them, the first as part of tmsnsary, the others in the main body.

Figure 1. Map of the RDRS 2003 working area and athe sample sub-districts
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The four sub-districts (upazilas) in the sample wer e randomly drawn from a list of 27
mainland sub-districts that were part of the so-cal led “old RDRS working area”, a
crescent-shaped poverty belt on the border with Ind ia. The non-mainland area (sandbar
island communities in the Brahmaputra River) was ex cluded as not being representative of
the socio-economic situation of the larger working area. RDRS customarily divides its
working area into a West Zone and an East Zone, wit  h the River Teesta forming the border.
The sample was stratified on these two socio-ecolog ical zones so that two upazilas would
be from the West, two from the East. The current RD RS working area is larger than the
grayed areas; it has been extended further south, w ith an exclave formed by a project in
northeastern Bangladesh.

In the remainder of this summary, we enumerate nsjaly findings in a non-technical style.
The main body of the report is laced with statatiexpositions, tables and diagrams that
readers less enamored with statistics may wankip 8/e do invite those interested in the
conceptual basis of vulnerability to work throudte tchapter called “Vulnerability”. For
reasons related to current policy debates, but désmuse this panel survey established a
rapid fall in the overall poverty rate of the sampbpulation, our analysis is biased more to
the vulnerability side than to resilience. The guidinterest is about factors that, despite the
speed in poverty reduction, keep pushing a sigitiéraction of the formerly-poor back into
poverty. Our analysis regains some evenhandednyesbising on income mobility in both
directions.



In the report conclusions, we resume the non-teehnstyle, summarizing possible
implications of vulnerability for NGO policy and flecting on past and future Impact
Surveys. We are aware of the difficulty that tlesttmay present to some of our readers. We
have tried to walk a delicate middle line betwearergday concepts of poverty and
vulnerability and the complex safeguards to theeasurement that the technical literature
advocates.

This report is one in a series of studies througficiv RDRS attempts to form a clearer
notion of the impact that its long presence in Ramg- Dinajpur and its manifold programs
have had on a generally very poor population. Hened¢erm “Impact Surveys”. This type of
monitoring activity was created in order to go baya@ctivity reporting, and beyond any of
the individual projects that make up the diverseRSDprogram portfolio. This particular
Impact Survey uses a sample of 800 households dia&003 from a 1999 list of almost
exactly 20,000 neighborhood groups. These groudbdb 25 persons, all either women or
men, had been formed several years earlier and as=igted by various RDRS programs.
About half of them had graduated into the Uniondfatlons, local voluntary associations of
the rural poor promoted by RDRS. The federationsehamerged as viable local NGOs are
nowadays are RDRS’ key grassroots partner orgaoinzatAs mentioned in the opening lines,
most households are no longer in weekly contadt RIDRS staff although many continue to
avail services, particularly from the micro-finanpeogram. The same sample of 800
households was revisited twice, at two-year intispva 2005 and 2007. Surveys with same-
sample repetitions are called panel surveys angemerally considered more powerful than
surveys repeated with different samples. Whethaelpsurveys are more difficult to design
and follow to the end is an open question, but fmwvelopment NGOs appear to have the
inclination or capacity for them.

Poverty measurement by official standard

To make ours more relevant in the Bangladesh contexhave used a poverty line defined
and applied by the government (Bangladesh Burea8tatistics: [BBS] 2006). The BBS
surveys open a first door to presenting substattncengs en routeto vulnerability. With a
per capita income, in 2006, of Tk. 9,316 (appro®$Ur16, taking into account what one
Taka buys in Bangladesh, and one dollar in the U®#&) sample population overall was
much poorer than rural Rajshahi Division, of whibley are part in its northern poverty belt.
The BBSextremepoverty line, adjusted to 2006 prices, was Tk38,4Against this standard,
56 percent of the RDRS sample population was liiingxtreme poverty. The BBS estimate
for all of rural Rajshahi in 2005 was 36 percenttdNthat the BBS survey sampled all
households, not only those that NGOs like RDRS readuited selectively from among the
ranks of the poor and very poor.

The reported 2006 mean income of Tk. 9,316 was altbe poverty line because the
incomes in the sample were highly unequally distel, with the highest incomes pulling up
the mean. By way of illustration, the richest 5gesit of the sample population enjoyed per
capita incomes above Tk. 20,500; the poorest 5epéerdwelt below Tk. 2,900. If the
statistical inequality measure was still lower floe RDRS sample than the BBS estimate for
rural Bangladesh at large, it was essentially beedhe richest ten percent of former RDRS
program participants had not yet made it to thenme levels enjoyed by the rich and very
rich of the larger national society. At the bottofithe RDRS and BBS samples, the poorest
ten percent were constrained to the exactly sacmme share — 2.3 percent. Apparently, the
inequality pattern, as far as incomes are concewifdtie former RDRS program participants
has converged to that of the larger society.



The inequality is, as one would expect, structaedgside other important dimensions, such
as location and gender. It has been known for g tone that the disaster-prone population
east of the River Teesta is poorer than that ofiibee secure western swathes. Called “East
Zone” vs. “West Zone” in RDRS terms, these subpaipahs had markedly different incomes
in 2006. Less well known, differences within eaabn&, depending on distance to nearby
urban markets (Kurigram and Rangpur), were alsarkable. If we arrange the four sample
sub-districts by disaster risk and market accéssstructure leaps to the eye:

Table 1: Per-capita incomes, by sample sub-distrig2006 median)

Relative disaster risk

High Low
Relative
distance to
urban markets
Far Bhurungamari Domar
Tk. 31,600 Tk. 45,200
Near Nageswari Jaldhaka
Tk. 34,120 Tk. 47,030

Gender-specific findings to a degree confound etgtiens. It is true, of our sample as well
as of the Bangladeshi society at large, that theatson of widows, divorcees and single
parents remains precarious. However, most memlbdéosroer women groups in our sample
weremarried women. The income situation for the householdsiale respondents, married
female respondents, widows and divorcees who weagls of their households vs. others,
was very different. The picture varies greatly adsoto whether one looks at per capita or
total household incomes. This is so because holdsedize typically varies with marital
status.

Not to make things too complicated, we here sunmeaoinly total incomes. Widows and
divorced women lived in households that, on averagee smaller and had smaller incomes.
Households headed by a married man reported at®@@fldncome of Tk. 39,475; households
headed by a woman brought in Tk. 44,788 (marridd), 21,405 (widows), Tk. 16,175
(divorced), and Tk. 24,650 (separated). But evem,tithese variables and their interactions
account only for about ten percent of the houselraidme variance. This in all likelihood
makes the meaningful targeting of ultra-poor suppoputs less straightforward than
orthodox assumptions about vulnerability and mhstatus would have it The Impact
Survey design was not sufficiently tuned to houseliéecycle variables to ensure a more
adequate understanding of these differences. Fongbe, we presume, but do not know, that
married women heading their households often wegentives of migrants who sent money
home, thus their high household incomes. Remitsace one of the paths out of poverty.

! Since these figures were analyzed, one of us hazhamce conversation with a donor representative
accompanying a study team to ultra-poor projeetssitf another NGO. He mentioned its targeting afomis
and the fact that donated cows wound up in the comgs of rich people whose extended family memtiers
widows in point happened to be.



Striking poverty reduction

The picture of extreme poverty in the former RDRBtipipant households changes radically
when we consider the changes over time, and 1t this temporal dimension that the panel
survey shows its strengths.

The reduction in poverty is striking. In 2006 psceéhe per capita incomes of the sample
households moved from Tk. 7,594 (2002) to Tk. 8,68604) to Tk. 9,316 (2006). The
figures mean that incomes grew by 6.8 perpemtyear2003-04, and by 3.7 percent per year
in 2005-06. They correspond to deep falls in theepty rate.

The percentage of the rural Rajshahi populatiomdivn extreme poverty, according to the
BBS survey estimates, was 43.3 in the year 2000,3%6 in 2005. This is a drop of 7.7
percent point in five years. Extreme poverty in RIBRS sample fell from 68.4 percent in
2002, to 60.1 in 2004, to 55.7 in 2006. Within fowars, it shrank by 12.7 percent points.
This is part of a wider trend, not only in Banglgkdebut in the entire South Asia. The
magnitude of the reduction, however, is truly rekaate.

An additional finding is worth noting for the incemgrowth that caused the fall in the
poverty rate. Relative growth was much strongerthe lower ranges of the income
distribution, and this was true also of the secohdur observed two-year periods, 2005-06,
when growth weakened. This finding too is in linghwvider trends in Bangladeshi society.
Other research has found that the poorest amongitaepoor had stronger income growth
rates than the less poor and the lower middle ciassontrast to theirban poor, whose
incomes were stagnant or shrinking across the l@wpectrum. Although this has been made
out to signify the success of a “pro-poor” growthategy, the income growth pattern has
gone hand in hand with increasing inequality. Thadds for the larger society (as surveyed
by BBS) and for the RDRS Impact Survey sample alit,fwhen growth became slower, the
income inequality among the former program paréinig accelerated.

Obviously, we are faced with a paradox. How cabetthat the incomes of the poorest

enjoyed the highest growth rates while at the same the overall income distribution grew
markedly more unequal?

Table 2: Movement in and out of poverty 2002 - 2006

Poor in
Transition 2002 2004 2006 Sample %HH
type households
1 no no no 162 21.46
2 no no yes 40 5.30
3 no yes no 29 3.84
4 no yes yes 53 7.02
5 yes no no 82 10.86
6 yes no yes 48 6.36
7 yes yes no 77 10.20
8 yes yes yes 264 34.97
Total 755 100.00




The answer is high income mobility, meaning vulbdity. High vulnerability has been the
companion to the growth that took place duringgheel survey period. To demonstrate this,
we look at the mobility table on the previous page.

As can easily be added up in the rightmost colunaenfewer than 44 percent of the sample
crossed the poverty line at least once between 20022006 (transition types 2 — 7). The
rates of entry to poverty and exit from it are sisipgly close. Between 2002 and 2004, 27.6
percent of the poor moved out of poverty; 28.9 getaf the non-poor fell into it. In the
following transition period, 2004 to 2006, theséesawere almost the same, 25.1 vs. 26.5
percent. Although the difference between entry exitl rates was minimal, the poverty rate
fell in both periods. This could happen simply hesmthe stock of poor was larger than that
of the non-poor.

High vulnerability and high resilience

Thus both vulnerability and resilience were higheBame table tells us that chronic poverty
and permanent non-poverty were significant. A fitih the sample households enjoyed
continued incomes above the poverty line. A thirdswbelow it during each of the three
survey income years, 2002, 2004 and 2006.

These figures make more sense when they are dessoby area. In flood-prone
Bhurungamari, far from urban markets, only 11 percef the sample households had
permanently escaped from poverty (to the exteritttirae measurements over five years can
tell). In the more secure Jaldhaka sub-districdselto Rangpur, almost a third were cruising
above the poverty line. At the bottom, there wadsitreely little severe poverty left in
Jaldhaka; there was a high and growing degreeinfBhurungamari. Much of this, however,
waslocalized notably in Unions particularly badly hit by floedEven in Jaldhaka, we found
one Union in which severe poverty surged from 202006, when incomes slowed.

So far, we have emphasized the apparent paradapaf poverty reduction and continuous
high vulnerability. We now need to look at facttinat may explain to coexistence of the two
and also relate them more closely to types of NE&&@y@amming that, in theory, should have
effects on both. A dominant critical factor in gsicey from poverty is the household’s ability
to shift away from dependency on casual (primaaigyicultural) labor and to find more
rewarding employment in the non-farm sector. In @adesh, poorer households have been
aided in these endeavors by NGO micro-finance &ii$-¢raining programs, which RDRS
too has emphasized and adapted through most bisttary. At the same time, the returns to
non-farm employment will remain sensitive to thewth of the ambient economy. This is
why the difference in income growth rates betwe@03204 and 2005-06 is so important in
our survey analysis.

The former RDRS program participants have beenhhiginccessful in reducing dependency
on casual labor. One needs to assume that thistrwasalso of other segments of rural

Rangpur — Dinajpur, but we do not have control geourhe income share from labor sale
fell from 21 percent in 2002, to 17 percent in 20@412 percent in 2006. Incomes responded
strongly to the share from labor, both in 2002 2A66, but itappear$ that households who

2The word ‘appear$ matters here. While income growth clearly slowgalvn in oursample we have no
certain knowledge that the regional economyRahgpur — Dinajpur as a whokeaw more sluggish growth in
the same period. Official agricultural productidatistics have not yet been published for the penopoint;
and the few local key informants from whom we triectlicit stories for the years 2003 — 2006 wandar the
shock of the most recent, double-peak, flood of726idding it hard to compare incomes of 2003-02065-06.



shifted earlier (during the strong growth years 208) were rewarded with higher income
growth than those who only moved when the econoray weaker. In other words, small
businesses started in 2003 may have found a moeetate market than those that entered
the fray only in 2005.

When income growth slows down

If these relationships hold true, there is an ingoar consequence to be expected for NGO
anti-poverty program impact. The effectivenessaaink and skills trainings will be strongly
correlated with the growth of the ambient econo@uwality of service and effective targeting
alone will not be able to offset the repercussimos slower overall growth. In fact, if more
numerous new loans entail more small businessssiiaras slowly growing or contracting
local market, they might undermine the profitagibf businesses financed with earlier loans.
Loans may still be helpful to alleviate vulneratyiliby smoothing consumption, but they will
not finance employment with higher returns. We &#vis train of thought at this point to
return to other findings.

In the same short term perspective 2002 — 2006;omsider how slower income growth and
continued high vulnerability impact on social demhent. First, we note, as further
circumstantial evidence that times had turned nuifecult by 2005-06, the changing
proportion of sample households who declared themesdood-sufficient. The percentage of
food-sufficient households rose from 69 percer2(03 to 87 percent in 2085t dropped to
79 percent by 2007, an indication of greater ecaoamtress. There were similar changes,
from 2005 to 2007, in the pattern of positive amdjative life changes which respondents
reported for the previous twelve months.

We find a clear distinction in the change patterhealth and sanitation behavior on one side,
and school enrolment on the other. From 2003 to7 20/nership of sanitary latrines and
contraception increased markedly. 42 percent of daple households owned sanitary
latrines in 2003; that proportion nearly doubled8b percent by 2007. Among eligible
couples, 75 percent were using some form of coaptamn in 2003; by 2007, this figure had
risen to 84 percent. Importantly, prevalence becaimeost uniform across the income
spectrum as well as between East and West Zonesinglthe access gap that had earlier
existed for poorer families in the East.

These patterns are markedly different from the aese that school enrolment showed to
incomes in 2002 vs. 2006. One may recall that tee@iment of Bangladesh has subsidized
girls’ education increasingly since 1991. In 20@8, a result of, among other things, that

From their sundry threads and pieces, one may aggsame that the income growth patterns were lazili
We attempted a test of this assumption by corrgjaticome growth of our sample households withldize
recovery behavior adll RDRS micro-finance borrowers in the sample Unidrise rationale is that if the local
economy comes under stress, repayments will termk toore difficult for everyone. Details are givienthe
technical appendix.

% Many readers will wonder how such a positive ooteacan coexist with the high level of extreme povérat
we reported earlier for this same sample of housish&xtremely poor households are not usuallyicefit in
food. Note that the designation of households beleBBS lower poverty line agXtremely podrwas given
by the same agency, not by RDRS. We have no mear r{o interest) to second-guess it and are solely
concerned with the accuracy of our measurementgartitularly with changes from one survey roundhe
next. Also, the perception of “food sufficiency” sbjective, yet within limits, discerning of a tsmnold’s
situation.
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policy, girls’ school enrolment was largely indifémt to household inconmesor boys, this
was not true; poorer families enrolled a signifityariower proportion of their school-age
sons than richer families did. The following gralptings this difference out in the dotted
lines for the year 2003.

Figure 2: School enrolment, in response to annualdusehold income, 2003 and 2007

Boys' and girls’ school enrolment
in response to annual household income

School enrolment rate

T
0 20 40 60 80 100
Percentile of household income

————— Boys 2003 e==e==== Gijrls 2003
Boys 2007 e Girls 2007

In 2007, the response was different. Compared @828nrolment rates dropped for both
girls and boys, across the income spectrum. Gefg'olment became more sensitive to
poverty; it dropped significantly more in the twawlest income deciles. Girls from better-off
families, such as Fatema and Nazma of our titleepémp were more often withdrawn or
withheld.

The link between income growth and children’s etiocais tenuous in this data because we
did not enquire about education in the middle wiav2005. The case of Fatema and Nazma,
captioned on the title page, is clear. In two ote@mple households which we contacted
specifically because their data pointed to studeithdrawals, one retracted the earlier

information. The parents in the other confirmed tih@y took a son out of school for work

reasons, as well as his sister, in the expectatideing able to marry her off soon. But the

link to greater financial stress in the householswot explicitly made. Overall, the fact

remains that among the three selected social dewelot indicators, school enrolment is the
one manifesting a setback. Since withdrawals frahosl are correlated with income, we

register them as an aspect of persistent househbidrability.

* These statistics are coarse. They distinguistheetetween primary, secondary and other schoatatidm,
nor between gross and net enrolment, nor betwetneent and attendance.
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Longer-term patterns of decline and improvement

Concerned about the limitations of the short-termisf the panel survey, we turned to a
small sub-sample (21 respondents) for a longexhistory perspective. To better understand
the rapport between their life experience and exygo$o RDRS, this aggregate life-phase
statistic may suffice:

Of the estimated 33,190 life years that the 79®amdents together passed between their
birth and 2007, approximately a sixth fell into #r@ before the independence of Bangladesh
in 1971, about half were passed between indepeedeamnt joining RDRS groups, and almost
a third elapsed since the enrolment with RDRS. iakso that active membership in the
groups for many lasted only a few years, it is obsithat participation in RDRS programs is
a significant, but not dominant life experience rimost respondents and their families.

Not surprisingly, then, the ascending and descenelpisodes over the entire course of life to
date amount to many more significant experiencas the times of active involvement with

RDRS hold. Perhaps more surprisingly, the balamterden lifelong careers that displayed
an overall improvement trend and those dominateddscending trajectories is almost the
same as that between the exit from poverty andyento poverty in the short-term panel

survey periods. The RDRS monitors coded 10 of th&f@ histories as improving, and 11 as
declining. To the extent that this small sampleeets any significant associations, there is
one with gender: 7 of the 10 male, but only 3 o tl female respondents belonged to
ascending households.

In reviewing the 21 trajectories, the monitors aset a total of 86 events or episodes that the
respondents had cited as causes of decline. Siynilbey noted 61 starts of upswings. Other
research has found that descending household wbjecs to more erratic, unpredictable
“non-structural” factors (such as sudden crisesene@is ascending ones capitalized on
favorable “structural factors” to which their lo@hvironments exposed them systematically.
This may be correct as far as externally causeg€tefalling the poor go, but typical family
lifecycles events such as costly dowry and debitigpasset division are hardly non-structural
in the socio-economic fabric of our sample. They\ary much part of the social structure.

While improvement spells may be long and slow, emiwnal wisdom has it that crises are
sudden, brief and deep. We were surprised to fiatlthe median durations of improvement
and decline spells were similar — looking at akntfiable instances, we estimated, quite
imprecisely, that a spell would typically run foettveen 2.5 and 4 years, whereupon the
direction of the respondent’s fortune would charlgdine with other studies from numerous
poverty contexts, health crises were the most gatjdrivers of poverty. The quick rhythm at
which fortunes turn is likely to have more profoumdplications for the relationships
between NGOs and the poor than this Impact Sunesy fathom out. For example, fast
changing fortunes limit the capacity to expand besses through consistent longer-term loan
careers with the same lender or to serve as lead&rsal associations over several terms.

[Sidebar:] “Snakes, ladders and traps”

We initially looked with some distrust at our finding that fortunes change so rapidly, for both upwardly
and downwardly mobile households. We found indirect support for it in the mobility patterns that
Kabeer studied in two villages elsewhere in Bangladesh (Kabeer 2004: 33). Although her household
sample had much lower poverty rates, several of her findings are broadly compatible with ours. Of
special interest at this point, however, is the frequency of household crises that she reported for the
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period 1998 — 2001. In her sample, 70 percent of the chronically poor households suffered some crisis.
The rate among those households who were never poor was not much lower — 61 percent were struck
by some crisis in just three years. She aptly called her study: “Snakes, ladders and traps”, after the
popular game of frequent and sudden ups and downs, and adding traps for those who could never
find ladders to escape from the bottom rungs.

The types of crises, however, were different: 48 percent of the chronically poor suffered death, iliness
or accidents in the family; for the never-poor, such events befell a lower, but still significant 29 percent.
International migration was a special crisis trigger in the never-poor (and in the upwardly or
downwardly mobile as well!): eight percent of these households fell into financial hardship when
migrants or attempts to migrate abroad lost them money. But not among the chronically poor; they
could not afford this kind of investment to begin with.

Kabeer's three-year crisis tabulation provides another interesting detail: Hardship due to dowry
payment upset six percent of both the chronically poor and the never poor. For the upwardly mobile,
there seemed to be a special dowry penalty; 13 percent of these households sunk into crisis trying to
meet the obligations that their rising status entailed.

The fact that two thirds of her sample households confronted some type of crisis within just three
years supports our observation of fast-changing fortunes. Kabir, however, does not believe that these
change for the majority of the chronically poor. “Certain sections of the population, many of them
characterized by extreme forms of poverty or chronic forms of exclusion, are unlikely to benefit from
the ‘normal’ processes of economic growth, however broad-based these might be, because their
disadvantages cannot be reduced to purely economic deficits” (ibd.: 44). She singles out two types of
vulnerabilities that threaten all groups of society, but are most devastating for the poorest: abusive
health care systems, and male misbehavior in the shape of drugs, alcoholism and gambling. RDRS
has traditionally worked on these two risks through, among other things, its health program (including
a long-standing constructive collaboration with government health services) and by supporting the
federations, which allow women to bring community pressure on destructive husbands and in-laws.

The key points to take away

In sum, this study offers two paramount findingsst: this sample of former (and some still
active) RDRS small group member households hasriexped strong income growth in
recent years. The growth rates were stronger abother end of poverty, a regularity noted
also in other studies, including of rural Bangldde8s a result, the poverty rate of this
population dropped considerably between 2003 afd 28nd by more percent points than a
BBS-surveyed sample population in rural Rajshatlititween 2000 and 2005, applying the
same standard (the lower of the two BBS povertgd)n

Second, despite strong income growth, the vulnkiyato new income poverty remains high.
The exit rate from poverty was almost the saménantry rate, and the sample poverty rate
fell during this period only because the stock obpwas much larger than the non-poor.
Within four years, 44 percent of the householdssed the poverty line at least once. This
high income mobility is associated with growing goality, which some observers deem
unavoidable in the growth path of rural Bangladedkspite some of its “pro-poor”
characteristics.

The fall in the poverty rate and the continuoushhigiinerability were observed over two
two-year periods, which is such a short timefraimat we should refrain from sweeping
conclusions. However, the growth rate in houselmddmes was much slower in the second
period, and this gave occasion to correlate oteéawiors, such as those measured by social
development or most-significant-life-change indicat with the incomes of 2002 and 2006.
We find that several of these (but not sanitatiod aontraceptive use) respond to these
changes sensitively.
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In such a socio-economic environment, the queshen arises of how an NGO like RDRS
can further contribute to poverty and vulnerabitgguction. It seems unlikely that NGOs can
stabilize their program participants beyond anahimpowerment phase. Instead they may
be most productive when they find effective and eloways to create an enabling
environment for the poor and for the recent escafreen poverty. This is a tough conclusion,
difficult to avoid in the face of such vulnerabjlitout less dreadful if we take into account
also the strong resilience.

In part, it answers also a question that our pestofien ask: For how long should individual
beneficiaries be assisted by RDRS? The answeraistliere are no longer uniform client
careers, with set recruitment, facilitation and ghg-out rules. The poor who become
partners access different programs at differenésinfior needs that change, and as a function
of the changing RDRS program mix. Practically, RDétfers the poor opportunities to move
out of poverty, but no guarantees to stay out.dtthically, it must work in the area as long
as the environment remains hostile to the poor.rép&l poverty reduction is proof that large
numbers of the poor have seized these opportunities lasting vulnerability reflects an
environment that is less benign than the sum girallpoor policies made us hope.

More work, and more creativity, is needed alsortbagce social protection systems, such as
in micro-insurance. RDRS works with the federatimfspoor people, which fill quasi-
insurance functions, though in limited ways (sekelar below). RDRS also retains a base
capacity for emergency relief. Advocacy and righdsed movements can nudge the state
into a more effective social protection function.

But in all this, RDRS is but one player among mamyhorthwestern Bangladesh. Further
poverty and vulnerability reduction among the peopho participate in its programs will
predominantly depend on the strength of the ami@eohomy and of wider institutional
frameworks, far beyond RDRS’ direct impact. RDR3&ativity will be challenged to
modulate its program offers in tune with thesedarmgyolutions.

[Sidebar:] RDRS programs with a quasi-insurance fun  ction

While formal insurance is not widely developed among Bangladeshi NGOs, a number of program
types — financial and other — have an informal or quasi-insurance function for the poor:

In the history of RDRS programming, savings were encouraged and facilitated before the
micro-loan program was started, and they continue to play an important function in buffering
against economic shocks. In October 2007, group member savings deposits totaled Tk. 312
million, more than a third of the Tk. 737 million in loans outstanding.

Programs for the ultra-poor, especially asset creation and transfer supported by the WFP,
account for a significant part of the RDRS turnover. They increase not only the income
capacity of some of the current poor, but also the probability for families newly falling into
severe poverty to get access to productive resources helping them to reclimb.

Health care (about half of all pregnancies in the working are benefit from RDRS ante-natal
care), support for women’s rights (challenging domestic abuse, taking up legal cases),
support of federations (resulting in dispute mediation and VGD card access), and disaster
preparedness measures fill risk-mitigating functions.
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Future Impact Surveys

The Impact Survey experience from 2000 to 2007 lbeen a positive one, if only by

demonstrating that a regional NGO, fairly isolatesm most research networks, was able to
document some aspects of its task environment ipswhat go beyond routine project

reporting. The current household sample has méstylirun its course; it needs to be
replaced with other units more directly involved éarrent programs. Also, the sample
surveys must be done more rapidly. In theory, tbt@yld serve a sentinel function, perhaps
less concerned with the impact of past programsmaoe with changes that can inform or
inspire immediate or future policies.

One idea is to explore the large RDRS micro-finatiatabase, first as a sampling frame for
surveys, and second for patterns of saving, bormgveind repayment that teach us more
about the vulnerability of the northwestern commnies| and then break out with the
financial data in hand to meet the communities laeat their side of the story. In addition to
highly-structured questionnaire interviews that #me typical data collection method in
household panel surveys, data from qualitative oagtsuch as the life course histories used
in the latest round will help to paint a more coetelpicture of program impacts, one that
sheds light also on the finer-grained processeatirigao them.

The challenge for regional NGOs like RDRS is tddbaind maintain a staff who continue in

their conceptual growth while spending most ofithiene doing the lowly chores of program

monitoring. Household panel surveys, rounded ofthwother approaches, can indeed
stimulate such growth.
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[Case study:] Shaheda

To meet Shaheda, we cross a warren of small lanes and a compound of several huts
behind the central bazaar of Nageswari town, to an inner family yard that doubles as
the kitchen for a restaurant in one of the main streets. Some of us met her already in
2005 when she was part of a small follow-up study of some of the 2003 sample
households. Knowing a bit about her life rich in ups and downs, we are anxious to
find out how her fortunes have grown since then. Also, Shaheda had given an
interview as part of the third survey wave just a few months back, in June 2007. It is
a sunny, cool Friday morning, the week’s holiday, which is why the kitchen is quiet.
We are received by the restaurant owner, a friendly elderly man, who was Shaheda’s
late sister's husband and is her current employer and, in a manner of speaking,
substitute guardian. He arranges table and chairs, sends for Shaheda and, once
introductions completed, shields the interview from a stream of curious neighbors.

Shaheda, an outspoken woman of 52 or 53 years of age, has no trouble guiding the
team through her life story and confirming at regular intervals that the diagram being
drawn in front of her conveys its essential turns of the road. Married when she was
13, she bore her first child at age 16. The family was not greatly affected by the
independence war, but by 1978 her husband had come down with TB. They sold
much of their land to defray treatment costs, to no avail; he died, in 1980, during
another of her pregnancies. This chimed in a period of descent of almost nine years.
She changed residences between her father's and an uncle’s, worked as a day
laborer, and built her own house once her two sons started earning as rickshaw
pullers.

Figure 3: Shaheda's life history diagram
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Shaheda joined an RDRS group in 1993, after she had already managed to stabilize
her declining situation. The period from 1994 to 2002 she described as one of
uninterrupted improvement. With the help of four successive loans from RDRS, she
purchased some land, saw to the marriage of her sons, and started a small business,
peddling sarees and cloth door to door in Nageswari town and in its surrounding
villages.

These halcyon years came to a brutal end in 2002 when both of her sons faced court
cases. One was jailed as an accomplice to ferrying illegal drugs. The other had
divorced his wife; her father went to court. Shaheda first sold land in order to obtain
her son’s release. In 2003, a loan from ASA provided a breathing space, but in 2004
she sold her last land [and much of her business inventory, as we know from a
previous interview] to have the divorce case settled out of court. She closed her
business in 2006 and moved in with this restaurant operation, where she receives
food, although no salary. She says she is lucky; the owner's new wife, although
morally not obliged to support her, likes her well. Another neighbor loaned her a plot
on which she erected a hut.

Together with other women working in the restaurant kitchen, Shaheda (second from left)
prepares vegetables for curries that customers eat as early as 7 a.m. in a main street
dining place. The scene was arranged; the kitchen w  as not active on this holiday morning,
but we were assured that this was the arrangement o n most mornings as soon as the
ahsan called, while it was still dark. Also helping is J asmine (far left), Shaheda’s already
married daughter, who is staying with her, pending the resolution of a dowry dispute.

17



Her troubles are not yet over. In 2007, she had her 16-year old daughter Jasmine
married. Jasmine has not moved in with her husband over unresolved dowry issues.
Shaheda cannot raise the Tk. 45,000 that they are demanding®. Jasmine meanwhile
is staying around as a kitchen helper, knowing that she cannot endlessly go on living
with her mother.

While her checkered life course may not be exceptional for the poor in Bangladesh,
what makes Shaheda special is her upbeat, unbroken spirit in the face of many woes
and the fortune to fall on friendly people who have come to her rescue. She may be
virtually penniless, but she is not homeless. She is respected and has enough to eat.

As in many life stories, this one has its repressed corners, because privacy so
demands, or because intense pain locks them away. Where in the story is Jasmine’s
father? Her son was jailed for his alleged role in a drug-smuggling operation; if he
was lawfully convicted, how did his mother's money buy his release? He has since
disappeared from her life; how are his wife and the other son doing? Is it
presumptuous of us to end the life course diagram in a downward-pointing arrow,
anticipating more trouble for Jasmine and her mother? Or, rather, are there forces of
resilience at work which our interview skills were not good enough to probe?

A few general observations, more detached from the personal aspects, seem in
order.

Deep declines are often triggered or aggravated by circumstances over which the
poor, regardless of their prior fortunes, have little control. The institutional
environment in which they can be contained, however, changes over time. For
example, also as a result of RDRS’ long-term involvement in health care, the
detection and treatment of TB are nowadays more effective than at the time when
the scourge took away Shaheda’s husband.

Second, one of the realms in which the poor do exercise substantial control is family
life and community solidarity. Researchers acknowledge, in terms of “social capital”,
the important solidarity of neighbors, kin or kind-hearted people of any relation; and
RDRS policy amplifies it through the federations. Yet, there is a darker side to the
household dynamics of the poor - one filled with dowry, divorce and costly family
court cases - that exacerbates their vulnerability. Our Impact Survey design did not
anticipate this component adequately until the life history interviews brought it home.

Finally, Shaheda’s use of loans makes one wonder whether the successful ones
among the micro-borrowers are those who gained a measure of stability prior to their
business growth. If so, then loans may not be helpful for the ultra-poor in free fall; for
such, asset donations or special social protection measures may be more
appropriate.

Shaheda was interviewed by Faruque Ahammed and Nirmala Rani Das. The case
story was written up by Aldo Benini, with their assistance.

®Tk. 45,000, at a realistic purchasing power paeitghange rate, is about US$ 3,400. Shaheda, daring
interview in summer 2007, calculated her 2006 ahimeame to have been in the neighborhood of T806,
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RDRS in a Nutshell

RDRS Bangladesh was established in 1972 as adrelgram of the Geneva-based Lutheran
World Federation / Department for World Service (EXWS), when Bangladesh was an
emerging nation and the vast majority of its popatalived on the edges of starvation. Its
first task was to provide relief and rehabilitati@n refugees and those left destitute after the
War of Independence. RDRS derives from “Rangpurajpur Rural Service”, named after
the Rangpur and Dinajpur region in north-west Badgsh.

During the period 1976 to 1990, RDRS completetr@ssformation from a relief agency to a
multi-sectoral rural development NGO, retaining regional identity and focus in the
northwestern poverty belt. In 2007, RDRS workeelieven district (two of those, Habigan;
and Moulvibazar, are in northeast Bangladesh), pazilas (sub-districts) and 430 unions
(local communes). An estimated 13.8 million popolatived in its working area. More than
two million were directly associated with RDRS deyenent programs.

During the 1990s, a radical shift took place in RDRhilosophy and field activities towards
a group-based delivery system, with Union Fedenati@nd other community-based
organizations emerging as the medium for the mesdagthis decade, RDRS, like many
other Bangladeshi NGOs, built up a large microd@program.

In 1997, after 25 years as a field program withagsiate senior administrators, RDRS finally
became an autonomous, national development NGCergetst by a Board of Trustees and
run by Bangladeshi managers. The supportive relstigp with LWF Geneva and its partners
continues. In 2007, RDRS was working with apprdx0R0 organized groups, with members
drawn form 331,000 households. It had a total st&éf2,351, of whom twenty-four percent
were women, and administered resources worth USI$rildlion (excluding micro-finance).

This information has been compiled from the Anrfreports and from internal documents of
the North Bengal Institute, a research and advouoatyassociated with RDRS.
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Living Standards Measurement Survey

North Bengal Institute, in Rangpur, an RDRSitaffed research unit
Non-governmental organization

Purchasing-power parity

RDRS Bangladesh, formerly known as Rangpuajpur Rural Service
United Nations Development Program
Vulnerable Group Development

World Food Program



Detailed contents

S 81001 0T Y PP 4
Why this study? Why resilience and vulnerability2...............oooiiiiiiieeeee. 4
Poverty measurement by official standard ................oviiiiiiii s 6
StriKing POVEITY rEAUCTION. ......ceeiiiiiitiiimmmmme ettt e e e e e aaaeee e e e e e eeeeeeeeennrens 8
High vulnerability and high reSiliencCe ........cceeeevveiiiiiiiiii 9
When income growth SIOWS QOWN ..........ooi e ee e e e e 10
Longer-term patterns of decline and Improvement................ooovviiiiiiiiiieeeeeeeeeeeeeeen. 12
[Sidebar:] “Snakes, ladders and traps”........cocceeooirieeeeeeeeeeeeeeeeeei e 12
The Key POINtS t0 taKE QWAY ........uuvvuienimeeeriiiiees s e e e e e e e e e e e eeeeeeeeeeaans e aansannn e es 13
[Sidebar:] RDRS programs with a quasi-insurancechion...............ccccoevvvvvivivniennnnnn. 14.
FULUIE IMPACT SUMNVEYS ....uiiiiiiii et ettt e e e et e et e e e et reeeeneab e e eaa e e eeanns 15
[Case study:] Shaheda............coooiiiiiii s 16

RDRS iN @ NULSNEIL....ccooiieeeeee et a e e e 19

ACKNOWIBAGEIMENTS ... e e eaa e e e e e e e e e e e e e eeeeenenees 19

The RESEAICH TEAM ...ttt sttt et e e e e e e e e e e e s sese e e e e et e e e eaeeeeens 19

AbDbreviations and ACIONYMS .......uuuiiii e eee e e e e e e e e e e 20

Lo o (0111 o] o PO PPPUPUPPPPPPP 24

(@ o =Tox 11V PRSPPI 25
From program effects to vulnerability €StimateS.cce...ccoeeeeeeeeeiiiiiieeee e 25
(O 0= o (=T g1 1 U ox ([ PP 26
The RDRS IMPACE SUINVEYS .....ccoiiiieeeeeeeeee e ettt e e e e e e e e e aaaaaeeaeaaeaaeeeeees 28

VUINEIADIIIEY ...t eereee e e e e e e e e e e e e e e e eeaeennnees 30
Elements Of the CONCEPL ......coiiiiiiieee e as 30
PoVverty definitiONS ... ... 31
From static to dynamic poverty CONCEPLS .....ccevveerieiiiiiieeeeeeee e e 32
Changes in publiC PErCePLION ........ccoiiiiiicceeiee e e 33

INCOMES AN POVEITY......ccciiiieieeeeiieii it mmmmm e e e ettt s e s s e e e e e e e e e eeeaeeeaeaaeeeeeeesssnnnnnns 34
TeTe] g aT=ESRr= TaTo T od (U] o] o T 34
The distribution 0f 2006 INCOMES.........ciii it 35
Incomes by gender — a CONfUSING PICLUIE ... .oummmreeeerrrnmnniiiiieeeeeeeeeeeeeeeeeeesvenneneeeeeens 37



Between the flood-prone East Zone and the moragas&ast..............cccooeeeeviiiiieeennns 8.3

(€T 0101V 1 =T [0 [ 01 V7= o |V 40
Income growth and poverty redUCTION ......... o e eeeeeeeee e 40
Growth rates across the sample poverty SPeCtrUM ... .........uceiieiiieeeeeeeeeeeeeeeeeveeeee, 41

Movement in and OUt OF POVEITY ........coooiiiii e 43
[Case study:] Aleja KNAtUN ......ccoooeii e e e e e 45

The SeVerity Of POVEITY ......ueei e 47
[Sidebar:] The Foster-Greer-Thorbecke (FGT) pOVEMYICES..........ccevvieeeeeeereeereeeeininnnnns 48

Income Composition and Labor DEPENUENCY ........ccceiiiieiiiiiiiiiiiiieee e e e eeeeeeeieeee 50

BacK t0 VUINEIabIlity.........cccoiiiiiieeieeeii e s e e e e e e e e e e e s e e e e e e e e e e 54
Short-term iNCOME CRANGES. .......ooiiiiiiii et e e e e e e e e e e eee e e e eeeeeeneeees 54
Life-course dynamicCs, CriSES and MECOVEIY ...eeeeeeerurrriiiieeeeeeeeeeeeeerseaninnnns s sneeeees 56
[Case study:] Gan0 Bala ..........coooeeiiiiiii e 58

Income Growth and Recent Life Changes..........cco v 61

Income Growth and Social Development ... 62

(@70 o[ 11 5] o] o KPP PPPPPPPPPI 64
VUINEIADIIIY ..o e e e e e e e e e e e e e e e e e e e e e s 64
N [C10 o To ] T3 VAo 18 1153 1o 1 65
FULUIE IMPACT SUIVEYS .. ..ot sttt e e ettt e e e e e e e s e e e e e e eann e e 66
[Sidebar:] Panel surveys — the gold standard foveuy research? ..........ccccevvvvvvvennnnn. 67

Y o] 1= g T T2 PP 68
Income composition fOr SUNVEY INCOME YEAIS . commmmeervrrnnieeeeeeeeeeeeeeeeernesennnnnseaeeesnnns 68
Methodological €IEMENTS .........ooiiiiiiie e 69
1] oo | =Y o] 1 2 80

(@] o] r=Tod fle (] ¢= 1| SR PP 84

Figures and tables

Figure 1: Map of the RDRS 2003 working area anthefsample sub-districts...................... 5
Figure 2: School enrolment, in response to annoaséhold income, 2003 and 2007.......... 11
Figure 3: Shaheda's life history diagram.........oeeeiiiiiiiiiiii e 16
Figure 4: Key vulnerability termS .......cooii i ee e e e ee e e eeaaeees 30
Figure 5: 2006 per-capita income percentiles an@mp liNes ............ccceeeeeiiiiiiiiiiiiiieees 36

22



Figure 6: Household incomes 2006, by SUD-AIStEICL.........covviiiiieiiiiiieeeeee e 39

Figure 7: Income growth incidence curves, 2002-942004-06...........ccccccevvvvvrrvninnn... 42
Figure 8: Bangladesh's growth incidence curves1/B232000, rural vs. urban ................... 43
Figure 9: Life history diagram of Aleja Khatun ... 45
Figure 10: The mechanics of the FGT MEetriCS «iiiiiiiiiiiiieieeee e 48
Figure 11: Labor share and annual household iINQBAE ...............ccccceeiiiieiieeeeereeeeees 52
Figure 12: Change in income share from labor 200@52as a function of household income
1 0= LTI Y= - O 53
Figure 13: Response of household income change-@6Qd opportunity, previous income,
and enrolment iIN RDRS ...ttt a e e 55
Figure 14: Life history diagram of Gano Bala.............coooviiiiiiiiiiiiiieeeeee e, 58
Figure 15: Contraceptive use, in response to arfmuaehold income, 2002 and 2006 ....... 63
Figure 16: Annual iNCOME ProfOrmMaL........coooiiiiiiiiiiiieeiii e ee e eee e eeeeeeees 72
Figure 17: Prices of rice and daily labor in thenBaur area, 1996 - 2007 .....................Z3...
Figure 18: Comparison of national CPI and selegioreal prices ...........ccccceeeiiieeeeeeeeei i 74
Figure 19: Ownership rates of selected househaetss2003 and 2007 ............cevvveceeeeeennnn. 76
Figure 20: Household income change 2004-06, inomesp to opportunity, previous income,
aNd [0Cal ECONOMIC SIIESS.....ciiiiiiiii ittt r e 79
Table 1: Per-capita incomes, by sample subdig2@@6 median) ............cccoeevvvvvevvininnnnnnnd
Table 2: Movement in and out of poverty 2002 - 20086............ccceevviiiiieeiiiiiiine e seeeeenanns 8
Table 3: Principal reasons for falling into povedgveral studies.................evvees s 33
Table 4: Per-capita sample incomes and the BBSIryoMee .............ccceeeeeiiiieiciiiiiiecivicees 35
Table 5: Income share by deciles, RDRS Impact Suawel BBS 2005..............cvvveeiiiinnnnnn. 37
Table 6: Median household income 2006, by SUDGISLE........ciieeiiiieeiiii e, 39
Table 7: Percent population living in extreme poyeRDRS Impact Survey and BBS
= 1] = LTI I Y] o o 40
Table 8: Headcount indices of poverty for two paydines, major developing regions....... 41
Table 9: Sample household movement in and out wénbp 2002 - 2006 ........ccccevveeeeeeeeeenne. 44
Table 10: Proportion permanently non-poor and dleedly poor, by sub-district ................ 47
Table 11: Foster-Greer-Thorbecke poverty iINdiCESTR) .......cvvvvrvvrrmiiiiiiieeeeeeeeeeeeeevieeens 49
Table 12: Poverty severity — by sub-district ant/@y Year ................ueeeiieiiieeeeeeees s 49
Table 13: Households subject to the largest ineieaspoverty severity, 2004-06 .............. 50
Table 14: Returns to labor by mode and sector gflegment and by poverty status in rural
Areas, 1999/2000 .......cooiviiiiiiiiiii e e e e e e e e e —————— e e e e e e e e e e e e e aa 51
Table 15: Annual income composition, by activite(gapita 2006)..............cceevverrrrnnnnns 54.
Table 16: Trajectories of improvement and decliran 21 life history interviews ............. 57
Table 17: Ratio of improvement causes to decliggérs, before vs. after first loans.......... 59
Table 18: Major causes of decline, from life higtomterviews ...........ccccccceeeiiiiieeeeeeeeeeee, 60
Table 19: Significant life changes in the past I¢hths, for two periods.............ccccc..... 61
Table 20: Income growth and most significant lifaoges, for two periods............ccccceennn. 62
Table 21: Select social development indicators 3288 2007 ............cccevvvvieeeeeiiiiinnennn. 62
Table 22: Income composition, all three survey Meoyears.........cccceeeeeeveeeeeeeeeeeeeeesieenes 68
Table 23: Stages of the SampPling PrOoCESS .. .oceeeeeiiviiiiiii e 70
Table 24: CPIl-based income inflators; PPP-adjuskethiange rates .............cccccevvvvvvennn d 2.0
Table 25: Days of major rivers flowing above dangeel..............cccceiiiiiiiiieeee, 78

23



Introduction

Since it was founded in 1972, several hundred todisif not millions of poor households in
the northwestern region have participated in thegmms of RDRS Bangladesh. A
cumulative number is not possible; there is no edjyranit of exposure or involvement.
Although currently the RDRS Microfinance Departmedne manages several hundred
thousand customer identities, an even larger magmiimust have entered and exited the
diverse programs to which the far-flung RDRS fiplésence invited them. What became of
those people? How vulnerable to new poverty argdahbat escaped from the old, by their
own efforts and with the help of RDRS and otherg®Hesilient are those still in poverty?
These are questions of a complexity that rule oupke answers, but nevertheless require
some answer. This study makes a small first stepriis one.

Until the late 1990s, program exposure and padtap were relatively easy to document.
RDRS was the largest NGO in its working area; amaskholds participating in its programs
did so chiefly through membership in small groupst thad a clear identity on RDRS’ books,
in terms of baseline information and regular upslate a small number of key variables. This
data was complete and fairly reliable, althoughtkegormats that resisted all but the most
basic analyses. It had serious validity issues.oBdybasic accounting, it was not clear what
was counted, and for what purpose.

Amid the organizational turbulence generated bgpadty expanding microfinance program,
and in the hubris of aggressive computerizatiom, ithtial paperbound baseline data was
discarded, and the program careers of groups andberehousehold increasingly grew
diverse, entwined with other NGOs and accessiblpairiial segments, as loan histories or
through rare sample surveys. Of course, there hvaalya been participant turnover, but the
pretense of a unified, stable membership in the BDBneficiary fold had to cease in favor
of weakly correlated separate identities as borrevend savers, as members of RDRS-
supported community-level federations, and as dhatl clients in other service delivery
programs in the health, relief and disaster prepraess, and livelihoods fields. Fueled by the
competition from microfinance NGOs, large numbefsparticipants fluctuated between
providers without formally terminating their statas RDRS borrowers. By one count, about
80,000 of 390,000 households that the microfinadetabase recorded for a putative
federation membership have ceased being activeroess, and nobody can determine who
in fact are active members of a federation (RDR®72). Both the micro-finance department
and the unit most closely allied with the 260 fedi®@ns work in separate information streams
indifferent to each other.

These administrative considerations may seem twadisfrom the subject of poverty and
vulnerability. However, they determine how big ad@ar the window opens on these
subjects. Three stakeholders want to see it wicenoRDRS itself, its partners, and the
Bangladeshi public.

Narratives and anecdotal evidence of all sortsutrierable and resilient persons and groups
abound among RDRS’ 2,000 workers. To have a mdrablte understanding of what is
occurring on the ground, RDRS has devoted scaneadial and human resources to enhance
its monitoring capacity. This study is a returnthis investment.
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Second, RDRS operates in an aid market that créatesasing pressure for demonstrated
impact. A demonstration that meets high standasdsot easy. Besides the absence of
baseline information, the heterogeneity of paraiaiphistories is one of the major obstacles to
cogent program evaluations. The resulting problemattribution seem almost intractable.
Yet, the pressure to make impact credible doegoatway.

Third, domestic audiences are asking the impacstopres more impatiently. In the region,
RDRS is well known for its dense coverage of aa@rsshaped poverty belt formed by 29
sub-districts. One often hears comments of the:Kiidu NGOs have been working here
since Independence, and there are still so many people. What have you done®’is
therefore a question of burning interest as to Hewpeople of the northwest, many of whom
former long-time partners of RDRS, and others aulyeactive, are faring in terms of
poverty and the risks of transitions into and ofipoverty, denoted as vulnerability and
resilience.

This study attempts a partial answer.
Objectives

From program effects to vulnerability estimates

We investigate aspects of poverty and vulnerabuging data that the RDRS monitoring
staff collected on a systematic sample of househdichwn from lists of neighborhood

groups. These were the groups with which RDRS waking at the end of the 1990s. This
sample of 800 households was visited three timesyayear intervals. The sample was
initially constituted as part of an “Impact Survayeant to relate differences in participation
levels to those in poverty outcomes, but afterfite® wave of 2003, both the difficulties of

measuring participation and of attributing outcontesthis participation have become
increasingly obvious.

Fortuitously for this study, the three survey waw@sd together two periods of income
change that differ significantly one from the othEhnis “quasi-experimental” approach - in a
graphic, if incorrect manner of speaking — benefdditionally from the fact that the surveys
returned supporting data on select social developmeéicators, food security, and on most
significant life changes.

The objective is largely descriptive. We describe extent of movement in and out of
poverty during a relatively short period of timeO(2-2006). We hope to gauge the
vulnerability of those who escaped poverty (assgntirat at time of selection into the RDRS
programs virtually all households were poor), ah@dcounterpart notion, the resilience of
the poor. Our application of the vulnerability cept remains limited to the extent that
income information on the entire sample and in-ddif¢-course interviews with a small sub-
sample tell a story. Between the two major contotsito welfare, livelihoods and health,
our data is biased to the first, with no firm datachanges in the second.

Using a poverty line defined and applied by the &oment of Bangladesh (Bangladesh
Bureau of Statistics 2006), we compare recent adamy the poverty of our sample to that
reported in the relevant government survey sampbgusn - the rural population of the
Rajshahi Division. However, we do not generalize fmdings to this population because the
RDRS working area covers the northern extreme etfivision only and, more importantly,
because we do not control for the effects of pnogemtry and exit. Ninety percent of the
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sample households were enrolled between 1989 9@l i® small groups assisted by RDRS
staff. At the time, they typically were poorer thidne@ general populace of the area; in 2007,
they still were considerably poorer than the rigajshahi households at large.

Our analytic ambitions thus are modest; they nedzketunderstood in the RDRS institutional
context. As mentioned, RDRS faces increased pressto demonstrate impact. It has
reformed its monitoring systems with a view to doemting changes in the task environment
beyond the requisite financial and output reportmgly to find itself challenged by steadily

more complex measurement and attribution problémsexample, just within the four years

that separate the first and third wave of this panevey, household membership in other
NGOs more than doubled, from 15 to 32 percentsIhow more prevalent than active

borrowing from the RDRS microfinance program. Casedy, the microfinance program has

recruited large numbers of new customers, whosahlarexposure to other RDRS programs
and to other development opportunities remainslgrgnknown.

In theory, challenges to impact evaluation of thegested kind can be mitigated by
appropriate program designs, such as randomizeghassnts of households to membership
and benefits (Duflo and Kremer 2003). In the poditieconomy of mid-sized development
NGOs in Bangladesh, of which RDRS is one, the &terce of semi-autonomous core
programs with pre-packaged subcontracting projecttrates coherent experimental designs.
Benini (2007a) traces the information-economy andceptual aspects of monitoring the
local federations of poor people that RDRS has Hestering in the same region; at the
household level, the information base is even npoegarious, if only by the absence of the
kind of accounting and decision records that forraejanizations customarily produce.
Interview-based surveys by themselves cannot adelguaeasure household exposure and
participation in a densely-populated NGO landscape.

Nevertheless, the ability of conducting a systemsdéimple survey with little attrition across
three waves constitutes a departure from the toaditf purely cross-sectional measurements
- one that occasionally challenged the organiz&tiomonitoring resources to its limits. The
data from the first wave in 2003 was used to gaarggram effects; the absence of baseline
information and of a control group required cortiras models making rather extreme
assumptions. They led to a highly imprecise esenosdtRDRS program effects on participant
incomes of between 8 and 21 percent (Benini anddeesr2005).

In the current data situation, detailed furtherolaglwe radicalize assumptions in the sense
that we consider the household incomes measuréteifirst wave to express all effects of
prior development interventions — both from RDR# &om other agencies — as well as the
effect of the households’ own endowments. In otherds, we no longer attribute differences
to specific program impacts and instead focus @nghks in the condition of the poor in the
period 2002 to 2006 (and for some indicators to7200he focus is on their current resilience
and vulnerability, in a region in which RDRS cont@s to operate intensively, but where
many have moved in and out of programs numerousstim

Chapter structure
The study proceeds as follows:

This study lives off data that a particular monigractivity in RDRS, the so-called Annual
Impact Surveys, has supplied. The historical ratierfor these surveys, the adaptation to

26



competing demands, and the specific three-wave | pgurgey used here are described,
together with some more qualitative supplementsriadhboard in the second and third wave.

In a first substantive chapter, a shorthand histidryhe vulnerability concept leads into a
brief discussion of poverty lines and hence of miyeamic poverty concepts. The public
debate abouitmonga a famine-like seasonal disorder in parts of r@rthBangladesh,
demonstrates that the sum of slow-moving privatiectabns can reach a tilting point beyond
which a fast-moving public attack on vulnerabikmerges.

We measure poverty by income, and accordinglyrst firesent a cross-sectional picture of
the 2006 income year. We differentiate this pictaleng two relevant criteria — the gender
aspect of poverty, and the differences betweendwsio-ecological zones, the flood-prone

eastern part of the RDRS working area, and the rataiele western part. These East and
West Zones in RDRS parlance are separated by \be Teesta. A map is included in the

summary of this report.

We then introduce a more dynamic perspective, lapkit income growth over two periods
and the poverty rates in the three points of tiheg bound those periods. We estimate how
household income growth varied across the rangpowérty in each period. We look at
movements in and out of poverty and determine rafegpparent chronic poverty and of
being permanently non-poor within the observed tapan.

Going beyond a simple poor/non-poor distinction,egéimate the severity of the poverty in
the sample population, using a class of internatlgraccepted metrics, the Foster - Greer -
Thorbecke (FGT) indices of headcount ratio (thepprbon of poor), poverty gap and
poverty severity. We do so in the interest of corap#gity with the BBS survey and also as
an exercise in identifying especially vulnerableaar that may need early redeployment of
resources or further continuation of existing pergs.

While our data are not sufficient to estimate asetbased income change model, we
investigate in greater detail the composition ofigehold incomes. Of special interest is the
shift from poorly rewarded casual labor to otheinvély types which research has shown to
produce much higher returns, particularly in th@-ferm sector. We use observed shifts in
casual labor dependency to estimate vulnerabildyincome changes related to those shifts,
controlling for a number of other factors.

These income changes happened in the short term.aFsmall sub-sample (21) of
respondents, whom we interviewed in depth, we niep dynamics of advancement and
decline over the entire course of their lives tted&Ve classify events, most of them sudden,
that led to crises and decline as well as thosatsvend episodes that the respondents felt
were helpful for their advancement. We separatsetttdunts by working area zone and by
time before or after the respondent household vedehe first micro-loan.

To weaken, if not entirely dispel, the suspicioattthe differences in overall growth rates
were due to systematic measurement error (such apweard bias in the middle-wave [2004]
incomes) rather than to real-world changes, werashthe average rates with the changing
balance between negative and positive life chatigggespondents noted for the most recent
12-month period. Similarly, we look at food-suféaicy over the years.
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Our last substantive chapter presents the achiawsnoé sample households on three social
development indicators on which data were colledatedhe first and last waves. We
summarily present the changes in school enrolmatrine ownership and contraception
usage. We then investigate how school enrolmentcantraception responded to poverty in
2002 and 2006.

We conclude with some reflections on the relatigmdtetween growth and vulnerability
among the poor associated with RDRS as well ab®@®experience and design lessons of this
impact survey in the mould of a regional BangladeblGO. An appendix holds
supplementary tables and some technical descritimtiuding of the exploratory local
regression tools that we chiefly used to detectlimwar effect shapes.

The RDRS Impact Surveys

RDRS instituted a series of annual household ssriuey®000. They replaced the earlier full
enumeration-based monitoring of thousands of negdidod groups that RDRS had
organized and supported for years. Full enumerdiemame unviable under the stresses that
the expanding micro-finance program was creatinghin field staff. The annual surveys
responded to a growing desire to go beyond mereitgateporting and to assess outcomes
and impacts, which is why they were termed “Annogbact Surveys”.

While the logical frameworks of some of the specprojects that RDRS contracts call for
such assessments, concepts and indicators tendryofrem project to project. Moreover,
they hardly follow any recognizable research traditor coherent model of program
participant behavior. The Impact Surveys seek ferad framework for valid and reliable
estimation of program effects detached from theaviag of individual project formulations.
They lean on a pre-existing internationally recagdi survey tradition, the World Bank and
UNDP-promoted Living Standards Measurement Sur{e881S) (Grosh and Glewwe 2000),
and try to ensure comparability with other povedgearch in Bangladesh. In doing so, the
Impact Surveys adopted the household as the baticcdllection and analysis unit, repeated
interviews of respondents (panel surveys), as @agllpoverty lines used by government-
related surveys (Ahmed 2004: ; Bangladesh Bure&itaifstics 2006).

From their inception, the RDRS Impact Surveys haae to contend with capacity limits of

various kinds. Impact Survey products cannot stuistfor project reports; these are largely
extracted from monitoring data collected againstuah activity plans. The demands of

timely activity monitoring as well as backlogs inetanalysis of the early impact survey
rounds forced a reduction of data collections tbi-@nnual rhythm. The refinement of

specific measurement instruments such as of holdsenhd productive assets and their value
has not kept pace with the research done elsewhetfge country. There are no control

groups that would allow the analysis to separatgnam effects from selection effects. And
perhaps most consequentially, the population omér and current RDRS program

participants has been opened rapidly to intervastioom other rural development agencies,
notably other micro-finance NGOs. This increasinghdermines attribution of household

poverty changes to RDRS program variables.

Thus, the initial assumption of a continuous lirdtvileen RDRS and the sample households,
with unbroken group meeting, skills training angtisgs-and-loan careers, has to be replaced
with more opportunistic membership views. The hbot#s sampled from a 1999 group
census are nowadays more like free particles inhaged organizational field where
intermittent program offers from various sourcetsaat and repel them. What they have in
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common is the fact that most of them were pooh&1990s. All were recruited into RDRS
programs with the intent of lifting them out of mwty through structured, although in
principle open-ended, participant careers. Thigtesea meaningful link between poverty, its
attendant vulnerability and the RDRS overall effemtess, at least at the collective level.

While the RDRS Impact Surveys lag behind cuttingesdvaluation science, they are strong
on two points. A core group of NBI staff involved the development of the sample and the
guestionnaire has been responsible for the datactioh as well; this has made for good
reliability. Second, the discipline of panel sursey not common in any but the largest rural
development NGOs; the RDRS Impact Surveys figuthatupper end of sophistication that
one can find in the monitoring toolboxes of midesizones. Many NGOs in Bangladesh
collect data as part of bilateral project agreesemrly to surrender them unanalyzed to their
donors. By building its own analytic capacity thgbuthe practice of Impact Surveys, RDRS
helps to mitigate the highly stratified internatblevelopment expertise system.

Towards the end of a two-hour
life history interview, RDRS
monitor Nirmala Rani Das
ratifies a diagram with Shaheda,
a widow living in Nageswari.
Shaheda is the cornerstone of
our case study on page 16. Life
history interviews were
conducted with 21 sample
members in search of growth
and vulnerability patterns over a
longer period of time than the
panel wave periods. While
Shaheda told her life story in a
sovereign manner, following the
diagram assembly step by step,
other interviewees were largely
supplemented by senior family
members, neighbors and
fellows of their local
associations. Some inter-
viewees took matters literally
into their own hands; and one
insisted on a downward shift of
the drawn trajectory.

The 2003 — 2007 three-wave panel survey that uieddtiis study worked with approx. 750
respondent households in four sub-districts ofRla@gpur — Dinajpur region. The structure
of the sample is further explained in the appentlixaddition to conducting standardized
guestionnaire interviews with respondents of tHedample, RDRS monitors conducted in-
depth interviews of a more open nature with smab-samples twice. In 2005, twelve

respondents in the East Zone were revisited witiew to understanding the drivers of recent
income changes. In 2007, the same twelve plus fnome the West Zone were asked to map
out their lifetime mobility in terms of their pensal definitions of household crises and
achievements. The method loosely follows the lisdry interviews pioneered by Davis

(2006) elsewhere in Bangladesh. These interview® were detailed than the elicitation,
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during the standardized interviews,retentsignificant life changes, which used an abridged
version of Davies’ narrative approach to the livéthe poor (Davies and Dart 2065)

Vulnerability

Elements of the concept

Vulnerability, a close partner of poverty, in retgears has become a winning concept in
development politics, notably as in “vulnerabilitgduction”. Its rise to prominence was

arguably hastened by the World Development RepB@l2 which devoted a chapter to

“Helping the poor manage risks”. From it, the ghogsof key terms below is taken (World

Bank 2001: 139). In a recent conference in Banglads “what works for the poorest”, the

move “beyond poverty alleviation to vulnerabilitjfeaiation” was promoted as an essential
element of appropriate social protection systemsdifd and Braunholtz 2007: 2).

Figure 4: Key vulnerability terms

Some key terms: risk, risk exposure, and vulnerability

As traditionally defined and measured, poverty is a static concept—
a snapshot in time. But insecurity and vulnerability are dynamic—
they describe the response to changes over time. Insecurity is
exposure to risk; vulnerability, the resulting possibility of a decline
in well-being. The event triggering the decline is often referred to
as a shock, which can affect an individual (iliness, death), a com-
munity, a region, or even a nation (natural disaster, macroeconomic
crisis).

Risk, risk exposure, and vulnerability are related but not syn-
onymous. Risk refers to uncertain events that can damage well-

being—the risk of becoming ill, or the risk that a drought will
occur. The uncertainty can pertain to the timing or the magnitude
of the event. For example, the seasonal fluctuation of farm income
is an event known in advance, but the severity is not always pre-
dictable. Risk exposure measures the probability that a certain risk
will occur. Vulnerability measures the resilience against a shock—
the likelihood that a shock will result in a decline in well-being. As
this chapter explores, vulnerability is primarily a function of a
household's asset endowment and insurance mechanisms—and
of the characteristics (severity, frequency) of the shock.

Source: World Bank Development Report 2001 (World B ank 2001: 139)

On the measurement side, vulnerability is undedstas the probability that a subject’s
welfare will be reduced, often with the connotatioiha rapid and dramatic change. The
welfare loss is most often discussed in terms altheor income, but it may extend to any
dimension of a person’s or social group’s integiatyd survival. In the poverty context,
“vulnerable to sudden income shocks” is a constarged formula, but income mobility does
not fully account for the complexity of vulnerabyli For, as Barrett and McPeak (2003: 3)
rightly underline, the poor know their vulneralylivell and go to great lengths to reduce it.
They do so at a cost, sometimes hidden, that matyibate to locking them in poverty traps.
Strategies include holding on to unproductive asat self-insurance or cultivating patrons
who impose unfavorable terms and may still let dolenpoor in the hour of need.

® Davis and Davies are two different researcher) bbwhom developed and tested narrative methajiedain
Bangladesh. Davies’ “Most Significant Change” teique applies an evolutionary model to the genematio
selection and further use of stories told or wnitbgy program participants, harnessing them to ttedion of
new knowledge from the margins of experience. Dasosicern is more with the importance of diversatyd
sequencing and the ability to abstract common tgiek of life courses and hence with the distrioutof
narrated biographies over these types in mixed tijative-qualitative research. The use, in our gtudf
Davies’ concepts for short-term changes and of ®dut lifetime trajectories is arbitrary and ndtthted by
the scope of these methodologies; we simply disemvéavis’ work much later after the 2005 wave had
already used elements of Davies’ technique. Foemakperience with panel surveys and life historde® the
conference report edited by Baulch and Scott (2006)
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On the conceptual route from poverty to vulner&psieveral refinements have occurred that
are percolating also into household-survey baseamp research. We loosely recapitulate
the same authors, Barrett — McPeak (op.cit.), umesrating the critical waypoints of the last
thirty years. In the 1980s, progress was made envtays of counting the poor that went
beyond simple head counts and looked more clogellyeadepth of poverty. The resulting
metrics — known as the Foster-Greer-Thorbecke lmeadc gap and severity measures (or
simply, FGT; Foster, Greer et al. 1984) — are nowersally accepted and used both in our
reference survey (BBS, op.cit.) and, for comparigaih it, in this study. The FGT values,
when decomposed to our sample sub-districts, famge, alert us to an increase of severe
poverty from 2004 to 2006 in one of our sample digtricts. FGT thus assists vulnerability
detection in collectivities.

Kamanou and Morduch (2002: 4) usefully remind @& th

“Measurement error poses a serious challenge falysts of vulnerability. The error
can come in several forms. First, errors in formimgasures of consumption
aggregates; second, inappropriate price deflatitms], inappropriate deflations for
household size; fourth, errors in matching housd#hah different waves of panel
data.”

While we believe that the Impact Surveys carry seystematic errors (such as omission of
the rental value of owned housing in annual incgmes also believe that they are tolerably
limited in the income measurements. We were mosic@med about appropriate price
deflations because in-depth life history interviemvs2007 would frequently refer to price
hikes in essential food items much steeper thanotheial food inflation rate. We used
RDRS-collected wage and rice price time seriesiferRangpur region to determine that the
Bangladesh Bank-publicized consumer price index a@septable for inflating 2002 and
2004 incomes to 2006 prices. We speak more tatidsother types of error in the appendix.

Poverty definitions

The same uniformity has not been achieved in tHmitien of poverty lines, the income
criterion below which a person or household is a@ered poor (David 2002). The well-
known World Bank line for extreme poverty, livinglbw US$ 1 per person per day (which
we had used for the 2003 survey analysis), anfl Bsnoderate-poverty consort, are chiefly
used for international comparisons while within-etsy poverty studies rely on different
concepts. This study follows the Bangladesh Buma8tatistics (BBS) cost-of-basic-needs
(CBN) method, which costs a minimum food intake comdities basket topped up with a
non-food allowance (Bangladesh Bureau of Stati2@36). BBS has set lines that vary by
region, city vs. countryside and whether a low fard allowance (extreme poverty) or a
more generous one (moderate pov@raye included.

The poverty lines and FGT metrics define importifferences with regards to the incidence
and severity of poverty, but do so in a static w@yer the last fifteen years, exploiting a
growing wealth of panel survey databases that askegoverty of the same households over
several points in time, a sharper awareness hsasnaniot only of the magnitudes, but as well
of the duration and dynamics of poverty (Baulch &atidinott 2000). What to the distant
observer may look as a dauntingly large uniform srafspoor people, in fact is more like a
teeming prison with a revolving door admitting amdleasing inmates at a rapid pace. The

"“Extreme poor” (lower line) and “moderate poorpfer line) are the terms used by BBS, op.cit., 25.
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pillars supporting the revolving door are made apone side, of the permanently non-poor
and, on the other, of the chronically poor, who nalke years, decades or generations to
move out of poverty.

The attendant poverty distinction is between themis and the transitory (sometimes also
called “transient”) kinds. In different poverty derts, people move across the lines at very
different speed. Barrett and McPeak (op.cit.: ¥)ng data from other studies, calculate that
the monthly exit rates from poverty are nearly vcpat in the USA, but only 1.3 percent in
the Ivory Coast, and a mere 0.7 percent for Kwadidtal, a poor province of South Africa.
Anticipating on our findings below, a similar baokthe-envelope calculation yields a
monthly rate of exiting from below the BBS povelitye of 1.3 percent in 2003 and 2004,
and of 1.2 percent in the subsequent 2005 — 2006dpevhich saw weaker income growth.
At these rates, the expected median time it takeRIBRS sample household that is poor at a
given point in time to exit from poverty is 52, pestively 58 months.

Note that these figures do not take into accoume talready passed in poverty nor the influx
of formerly non-poor into the ranks of the poor.m&rous studies, at various time scales,
have looked at the substantial mobility in and @ytoverty. Bhide and Metha (2003) give an

overview of panel study results from an Indian pecsive. While their own data is rather old

(from 1971 — 82), they offer a useful reminder ttet mobility drivers for moderate and for

severe poverty may be different. For example,Hergeverely poor

“the size of the village, was significant in cregtiopportunities while increases in
literacy and larger urban population in the neighbod were not significant,
possibly reflecting the fact that it is not enoughbecome literate but it is also
important to have income-opportunities relatindjteracy” (op.cit.: 18).

The time scale matters greatly. Taking a longentperspective, Krishna found that the

“percentage of households crossing poverty threshiml one or the other direction
over 25 years varied from low 15 percent in villagd Gujarat, India to a high 37
percent in western Kenya” (Krishna 2007: 5).

This appears insignificant compared to the at ld&spercent of all household in our study
that crossed the poverty line between 2002 and.ZlGi6 takes us back to vulnerability.

From static to dynamic poverty concepts

One more helpful theoretical distinction is betweka observed movements in and out of
poverty and the underlying causes, some of whicly mat be directly observable.
Researchers thus append to the observed pair ‘ichksn transitory poverty” the latent
distinction of “structural vs. stochastic povertyhe choice of these terms may be less than
fortunate, but they gain meaning through the conmecthey establish from income to assets.
In the words again of Barrett and McPeak (op.2k,:

“the structurally poor lack asset endowments sidgffitto generate expected income
or expenditures above the poverty line, althougkeoled income may exceed the
poverty line due to random shocks. The stocha$tigabor, by contrast, have

observed income or expenditures below the poventy éven though their asset
holdings suffice, in expectation, for them to benpmor. This structural-stochastic
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distinction introduces an all-important mappingnfrancome or expenditure measures
to asset measures which can be subject to lessureeant error.”

Assets are understood in a broad sense. One ofidseimportant assets is the health of the
poor. In fact, illness and accidents, and theirseguences, have almost universally been
found to be the major vulnerability of poor peoplerishna (op.cit.: 6) found them
dominating all other causes of poverty in five obithis six study regions; and only in one
region was another cause — indebtedness — morstdéxg than poor health (see table).

Table 3: Principal reasons for falling into poverty, several studies

(% of descending households)

Rajasthan, | Gujarat, | Western | Andhra Uganda: Peru:
India India Kenya Pradesh, Central & | Puno &
R n=364 n=189 n=172 India Western Cajamarca
easons n=335 n=202 =252
Poor health and
health-related 60 88 74 74 71 67
expenses
Marriage/dowry/new
household-related 31 68 69 18 29
expenses
Funeral-related 34 49 64 o8 15 1
expenses
High interest private
debt 72 52 60
Drought/ irrigation
failure/crop disease 18 44 19 1
Unproductive 38 8
land/land exhaustion

Source: Krishna (2007: 6, Table 3)

We will report a similarly important lead of ill-b&h in the negative life changes that our
respondents volunteered. If we do not find a sigaift statistical association with recent
income changes, this may be due to the possilbiiay the interviews did not tell new acute
conditions from chronic ones that had already b#spressing incomes for some time. We
mention this particular result at this point asexample of a cognitive difference that may
confuse the dialogue on vulnerability.

Changes in public perception

The risk of sudden dramatic changes that plungelpeoto distress may not be necessary to
constitute vulnerability, but the perception of ek® may help to frame a particular risk for
effective policy debate and make the populations&tappear more vulnerable than business-
as-usual lingering conditions would. In the RDRSkirng area, seasonal unemployment and
food insecurity had for a long time been plaguialgorers and their families, historically in
two distinct spring and fall seasons. In the 199Gmors all but ended their support for
seasonal employment generation programs that R@@%rnment and other NGOs had
routinely conducted to mitigate this distress. Idger, the spread of irrigation and crop
diversification caused the hardship suffered dutirgyfirst lean period (March to May) to be
greatly reduced. Increasingly, the untackled surféeof large numbers of very poor people
every autumn came to be seen as an unbearableatc&m@004, with media attention rallied
around the banner wordnbngd — a famine-like condition —, politicians, civiesrants and
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NGO leaders were suddenly compelled to debateabkeat of this vulnerable group, forcing
a flurry of assessments and projects. It is daithiat much new was learned on the specific
vulnerability of themongastricken populations. However, a chronic conditwhich had
been tolerated was transformed into a distinctiscnghich a better informed and more
strongly connected Bangladeshi society was no longking to accept (RDRS 2007b).
Similar changes of public climate are entirely cmimable. For example, a radical
reevaluation of micro-finance - a big piece in thelbox for vulnerability alleviation - would
modify the task environment of most Bangladeshi [$@®a major degree.

In sum, the evolution of vulnerability thinking gevelopment policy seems to have gone
hand in hand with the spread of more dynamic pgvarhcepts, much of it informed by the
humble craft of survey research in hundreds obgéls all over the developing world. The
progression from a one-point statistic — the simpkadcount or poverty rate — to
distributionally sensitive cross-sectional measuegsl from here to dynamic concepts and
nowadays increasingly to causal models may haygaitallels in other social problem sectors
— such as in the transformation of thd' t@ntury police state with its simple notions dfre
and punishment to the post-modern “optimal ratgpm@vention”. But it finds its special
relevance in the sheer magnitude of poverty anihénvery unstable prospects for massive
and durable poverty reduction.

At the local level, where practitioners consume régults of vulnerability research, some of
the dynamics of poverty is well known from practar&d intuition, and causal models abound
in the qualitative realm. More precise measuremehtte effects on vulnerability may be
difficult to estimate, communicate and translatto ipractice. With this study, while not
living up to demands of cause-and-effect demonetratve hope to more precisely convey
the position and momentum of large numbers of gmaople whose struggles have made
them find common cause with RDRS Bangladesh.

Incomes and Poverty

Incomes and inclusion

Incomes are significant not only as the basis obine-defined poverty, but also in the
perspective of social inclusion and exclusion, apraach that has grown in stature and
refinement in modern development thinking. Whileoepts of sociahtegrationof the poor
appealed to a normative order — for the most gaat,of the middle classes to which the poor
were thought to naturally aspiranclusionis closely related to the acquisition and loss of
status in functionally differentiated subsystems;hsas the market economy, schools and
universities, the health care system, the famihg athers. Incomes prefigure the answer to
the question about payment/non-payment that israletd the economy; inability to pay
triggers cascading loss of status in several stdsys One loses his job, is evicted by the
landlord, and abandoned by one’s spouse.

Regardless of their philosophies, therefore agsreisked with assisting the poor are obliged
to consider ways to strengthen their clients’ &pito make payments, in other words, to
grow their incomes. For many Bangladeshi NGOsuiicdlg RDRS, the question is also one
of their own survival; for the poor borrow from thenicrofinance programs and are firmly
expected to make payments towards those millionsoahs. The incomes of the poor,
therefore, take on dimensions that go far beyoed fhersonal welfare and reach deeply into
the depth and quality of their inclusion in the @ndnstitutional fabric.
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The distribution of 2006 incomes

Thus, what incomes are the poor who passed thrihggRDRS programs making these days?
For a first figure, we estimate that ther capitaincome in the sample population amounted
to Tk. 9,316 in the most recent survey income Y2006 (US$ 716 at 2006 PP

This figure is up 8 percent from 2004 (Tk. 8,658uated to the 2006 Consumer Price Index,
CPI) and 23 percent from 2002 (Tk. 7,594), implythg percent real annual growth in the
sum of incomes 2005 and 2006, vs. 6.8 percent @8 2hd 2004. The slowing of income

growth after 2004 will concern us further.

These figures are more meaningful when we comgem tto the poverty lines that we will
be using in the distributional analyses.

Table 4: Per-capita sample incomes and the BBS patgline

_Sample BBS poverty line _for rural Percent of poverty line
incomes Rajshabhi
Lower (smaller Upper (larger
Year non-food PP 9 Lower Upper
non-food)
allowance)

2002 7,594 8,438 9,860 90% T7%
2004 8,655 8,438 9,860 103% 88%
2006 9,316 8,438 9,860 110% 94%
Note: All income and poverty line figures p.a. p.c. and 2006 CPI adjusted. Sample

incomes are the means for the entire sample populat  ion in the survey year.

If incomes were equal in the sample population,valuld have crossed the lower BBS
poverty line in 2003 and would be close to crossimgupper line. The picture, of course, is
starkly different when the income distributionagéen into account.

In fact, around the mean sample p.c. income of9T&16 in 2006, the range of incomes is
extremely wide. We meet the family of Mrs. AysonBhurungamari sub-district, weakened
from the mortgaging of all their land, the illnesfsthe husband, and dowry payments for a
daughter’'s marriage. They earned a mere Tk. 332dch of the nine household members.
They survived by the kindness of neighbors, for mh®yson occasionally worked as a maid.

It is not entirely by accident that the other exteeis found in Jaldhaka sub-district, less
flood-prone and richer than Bhurungamari. Mr. Mposatwo sons recently found
employment in the city. In 2006, they sent him 9K,000. Together with his own small-
business profit of Tk. 90,000 and sundry other fpmss, the p.c. income in this household
worked out as Tk. 52,500, over 150 times that ad@kys household.

The extremes, of course, are not representatia@yfarger group even if they do give a first,
rough idea of how much the welfare of the sampleskbolds can diverge. The more

8 The purchasing power parity (PPP)-adjusted exahaatg was US$ 1 = Taka 13.010 in 2006 (Unitedd¥ati
Statistics Division 2007). Since we compare ourultssto another Bangladesh survey with income data
denominated in Taka, we will not translate anyffertresults into dollar figures. However, it is ionfant to
avoid confusion with the PPP rate applied to thmdias “One dollar per person per day” poverty liwajch
uses the 1993 PPP exchange rate, and which haes adjbsted to changes in the local consumer pridexi
since then. It works out much higher, approx. (teji@y on sources) 12.70 * (176.04 / 86.561) = 25.83
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meaningful percentile statistics, punctuated wite two poverty lines, are displayed in the
graph on the next page.

Figure 5: 2006 per-capita income percentiles and perty lines

2006 Sample p.c. incomes: Percentiles and poverty | ines

99% 31,245
95%

90%

75%

Upper line ] 9,860
Mean [N 9,316
Lower line | 8,438

Median: 50% 7,600
25%
10%

5%

1%

Note: Weighted by family size

The essential result to retain is that the majasityhe sample households in 2006 lived on
incomes that were still about 10 percent lower tthenlower of the two BBS poverty lines.
In other words, they were still, in the BBS surtegyms, extremely poor. While this was true
of 56 percent of the households, it may be mentidnepassing that if we measure against
the much better known World Bank-promoted “One aolber person per day” line, 68
percent of the sample were extremely poor.

The BBS survey report does not publicize incoméissies for rural divisions, although it

does provide division-specific rural poverty linddso, it offers decile-wise distributions of

household incomes by rural and urban group. We eoenthe 2005 shares with our 2006
values.
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Table 5: Income share by deciles, RDRS Impact Suryeand BBS 2005

BBS rural
Decile RDRgOsOa(SmpIe Bangladesh
2005

1 2.3% 2.3%

2 4.1% 3.6%

3 5.2% 4.5%

4 6.3% 5.5%

5 7.3% 6.4%

6 8.8% 7.6%

7 10.6% 9.3%

8 13.1% 11.5%

9 16.5% 15.4%

10 26.0% 33.9%

Gini 0.361 0.428

The RDRS sample household income distribution vighty/ less unequal than the national
rural values. However, this is chiefly so becawstarting from the lower baseline at which
RDRS recruited these households years ago, fewdhneoh have reached incomes at the
height of the national top decile. By contrast, share of the lowest decile is almost the same
as in the BBS statistic. One is tempted to infat thver the years the two populations have
converged towards a very similar inequality pattern

However, this conclusion may not hold up to selecteffects of entry and exit. In the
nineties, the expansion of the RDRS micro-creditaated better-off clients. Among
households recruited earlier, those who did nostsuttially improve their incomes may have
stayed in the program for longer than the succéssémbers of their cohorts. There is a
weak non-linear association between 2006 incomdsyaar of enrolment that suggests such
a hypothesis.

Up to this moment, we have presented the sampteniadistribution for 2006 in its entirety.
We have not yet detailed the one for poor and rmrspor any distribution statistics broken
down by the classifications that generally arertériest in this regard, notably gender and,
for RDRS, the more or less flood-prone areas. Wapome presenting poverty measures
until after the section on income growth and theh elrectly present them in a dynamic
perspective.

Incomes by gender — a confusing picture

The gender-specific breakdown is meaningful onlytandem with marital and head-of-
household status. Historically, RDRS organizedigigdnts by gender-specific small groups.
Most women group members are married whereas tlesupption was that poverty
disproportionately affected widows and divorceestters are more complicated because
widows and divorcees often are not the family heé#us role may fall to a son, brother or
other male relative. Yet in the poverty contexgsh groups are of particular concern; and
RDRS has made efforts to include them.

However, the picture is confusing, and does nodl leself to orthodox interpretation. The

large majority of sample households were headed arried man. Widowed respondents
were only about 7 percent. Other marital statusiggowere tiny. For these groups at risk,
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results differ greatly depending on whether we mw®rsthe total household income or
income per household member.

Going by theper-capitafigures, the typical 2006 p.c. income for housdbdheaded by a
married man was Tk. 7,858. (Tk. 8,500 if a male inenof the household was enrolled with
RDRS; Tk. 7,580 for woman group members). Howehieyseholds headed bynaarried
woman made Tk. 9,998, because, one may specutaite Bad husbands who had migrated
and were sending home money. Similarly, widows dindrcees tended to live in wealthier
households if they were the heads than if theydliire households headed by men. The
distinctly poorest incomes were from atypical, dngmbups — five separated women who
were the heads of their households (Tk. 4,435) tare married men who wenet heads of
their households (Tk. 4,367).

Relying on thenouseholdncome, the observed differences meet common ¢xipats better.
Widows and divorced women live in households tloat, average, are smaller and have
smaller incomes. Households headed by a marriedreported a 2006 total income of Tk.
39,475; households headed by a woman brought in4fk788 (married), Tk. 21,405
(widows), Tk. 16,175 (divorced), and Tk. 24,650p@®ated). But even then, these variables
and their interactions account only for about tercpnt of the household income variance.

These extracts from a forest of figures producedhpge-way tables and variance analysis
strike one as less than enlightening. Certainlg, détier precarious condition of widows and
divorcees is not in question. Being unable to airfor the selective intake program and
exit effects, we must conclude that gender effeatsot be sensibly elucidated with this kind
of reduced statistical analysis, and that additiamfarmation on family dynamics would be
helpful. Kamanou and Morduch (2002: 4), in a studyvulnerability in the Ivory Coast,
found that as much as a quarter of the variatigeincapita consumption was due to changes
in household size. In a rapid attempt to modelrgact of family size changes 2003 — 07 on
income changes 2004 to 2006, we found only abgogr2ent explained by this factor, but
might obtain different results with differently spged models.

Between the flood-prone East Zone and the more secu  re West

The classical RDRS working area is divided, aceggdp the organizational definition, into
an East Zone and a West Zone, with the river Te&staing the border. The east —
represented in the sample by the Nageswari anduBlgamari sub-districts - is bisected by
two major rivers, the Brahmaputra and the vicioas|® It is notoriously poorer, both on the
mainland and in sandbar island communities. The @dargely immune to yearly flooding,
with the rare exception of a few parts close toTkesta, including one or two unions in our
sample sub-districts, Domar and Jaldhaka. Offielabve-danger-level day summaries for
these three rivers are given in the appendix.

We choose a logarithmic representation of the iremno see the degree to which the four
distributions approximate the expected lognormstritution.

° For a study of NGO program effects in Bangladdstt ioes model selection effects (via Heckman nsydel
see Zaman (1999).
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Figure 6: Household incomes 2006, by sub-district

Household incomes by sub-districts

T
3.5 4 4.5 5 5.5
Houshold income 2006 (Taka) - log10

East vs West
————— Bhurungamari ————- Domar
Nageswari — Jaldhaka

As expected, sample households in the flood-pras-Eone sub-districts (green lines) were
poorer. In addition, this representation gives awet the sub-districts more distant from
their regional towns (Bhurungamari from KurigrangrBar from Rangpur — dashed lines) are
relatively poorer than their more accessible zaoainterparts. This parallels the observation
made by Bhide and Metha (op.cit.) for villagesridi&™.

Table 6: Median household income 2006, by sub-distt

Sub-district Households Income 2006
in sample Median (Taka) Log10

Bhurungamari 185 31,600 4.50
Nageswari 185 34,120 4.53
Domar 194 45,200 4.66
Jaldhaka 192 47,030 4.67
Total 756 38,000 4.58

One might dismiss this picture as the conventiovialom, telling those already acquainted
with northwestern Bangladesh nothing new. Howewrce we introduce the time dimension
we will see that added vigilance for the situatidnhe East Zone poor is warranted.

% Note the tendency, from poorer to richer sub-iitstr toward two modes, an indication of mixed negs
following an omitted variable (flooding in parts @bmar and Jaldhaka?), or of correlated measureensmt
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Growth and Poverty

Income growth and poverty reduction

It was mentioned above that real p.c. incomes @ppreciably, although at different speed,

in 2003-04 and again in 2005-06. In 2006 pricess¢hincomes moved from Tk. 7,594 (2002)
to Tk. 8,655 (2004) to Tk. 9,316 (2006). The figisgeld annualized growth of 6.8 percent

in the first, and 3.7 percent in the second tworyegiod.

The reduction in the incidence of poverty has bstiking. Using the lower of the two
poverty lines, we find that the percentage of puas fallen substantially in the general rural
Rajshahi population (BBS) as well as in the RDR®ant survey sample population. The
rural Rajshahi rate fell by almost eight perceninfowithin five years; the RDRS sample,
starting at a higher level, shed nearly 13 point$ years.

Table 7: Percent population living in extreme povely, RDRS Impact Survey and BBS Rajshahi Division

BBS rural
Rajshahi RDRS
Year Impact
sub-
Survey
sample
2000 43.3
2001
2002 68.4
2003
2004 60.1
2005 35.6
2006 55.7

Note: BBS cost-of-basic needs lower line.
Source for rural Rajshahi rates: BBS
(2006: op.cit., 27)

The trends in rural Rajshahi are, of course, naated from the wider context. Except for a
slight reversal in Barisal, poverty rates by thedo line fell for the rural populations of all
Divisions between the 2000 and 2005 BBS surveysyeldre Rajshahi rate, traditionally the
highest, fell below that of Barisal. The drop inngéadesh likely was an extension of trends
operating elsewhere in South Asia although we ddawe data on hand for the same period.
Borrowing from Chen and Ravallion (2004: 152), vimdfthat poverty reduction in South
Asia started building momentum in the early eightié continued, despite several reversals,
until the end of their reporting span. The droBiuth Asia (excl. India) from 33.1 to 19.7
percent against the one-dollar-a-day line betw&€3 nd 1996 is particularly dramatic.
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Table 8: Headcount indices of poverty for two povey lines, major developing regions

Source: Chen and Ravallion (2004: 152)

Historically, therefore, rates of 3 percent or mpex annum in poverty reduction have not
been unknown. Although the speed of reductionnslar, the RDRS sample population is
still captive to a poverty that is much higher ttiha rate of 21.0 percent that these authors
calculated for non-Indian South Asia in 2001. Tgkihe same $ 1.08 a day, 1993 PPP-
adjusted, yardstick that they used, we establishezs of 78.7 percent (2002), 73.9 percent
(2004), and 67.6 percent (2006) in our sarHple

Growth rates across the sample poverty spectrum

The growth rates reported above were based orutheo§incomes that the sample members
earned (adjusted for sample attrition) — just as would calculate for a national or regional
economy. The picture is different when we compdre tates at which the incomes of
individual, richer and poorer, households grew.

" This is based on a PPP-adjusted exchange ratE98 of US$ 1 = Taka 12.701 and a CPI for 199394 o
86.561 (1996-96 = 100), calculated after Sillel¥&) and Bangladesh Bank (2007). Note that the &ipisted
exchange rate recorded for 1993 by the United NatiStatistics Division (2007) was different, nam&l:
10.041.
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Figure 7 presents a mapping of income growth rageénst the comparison year before, the
average growth rates for 2003 and 2004 againstlangof 2002 income, and those for 2005
and 2006 against the 2004 incomes. The slowing@ivp in the second period is clearly

visible.

Figure 7: Income growth incidence curves, 2002-04y2004-06

Annual household income change
As a function of base year incomes

—
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Trendlines based on locally weighted regressions. N = 781 (2002-04) and 755 (2004-06).

Annual income change - percent

o

The major message from the growth incidence cuivdbat the incomes of the very poor
achieved stronger relative growth. This finding ifspot a direct extension from, at least
compatible with the growth pattern reported foratiBangladesh in the 1990s.

In their study of how Bangladesh was able to a@higkat they call “pro-poor growth”, Sen,
Mujeri and Shahabuddin (2007: 87) calculate thatgborest rural dwellers enjoyed slightly
stronger growth rates than the lower middle clBsscontrast, in the urban areas the poorest
saw their incomes stagnate or even contract. Atsdree time, as their graph (see below)
makes clear, growth rates at the top of the rurstridution were nearly four times the
middle-class rate. This rural income structure réfege, was headed for modestative
improvements at the bottom, as well as for gremteguality overall. The latter is borne out
by the BBS surveys returning an increase in thal income Gini coefficient — a measure of
inequality — from 0.393 in 2000 to 0.428 in 2005 Aven steeper increase in inequality is
observed in our sample households — the Gini nasa 0.273 in the first wave, to 0.309 in
the second and 0.361 in the thftd

2 These values are from unweighted household incombs increase is milder if based on (household
member-weighted) per capita incomes: 0.283 (200281 (2004), and 0.330 (2006).
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Figure 8: Bangladesh's growth incidence curves, 1922-2000, rural vs. urban

Source: Mujeri and Shahabuddin (2007: 87)

The distribution and dynamics of incomes in our gi@ntherefore, are consonant with those
of the larger rural society in Bangladesh, as famwa can infer from the Sen et.al. review.
Because RDRS targeted the very poor, the measnegdality has not yet reached the level
found in the BBS survey, but it is clearly growing.

There is an apparent paradox between the supewovtly rates of the very poor and the
increasing inequality in incomes, particularly whitne@ growth rates for the top decile are
negative. It is resolved by the double fact thatahsoluteincome growth for the poorest was

modest, and that income mobility across the twa-ydarvals was strong. In statistical terms,
the previous annual incomes, measured in 2002 80d,2xplain only 52 percent of the

2006 income variance, and 48 percent, therefoeedae to factors not implied in the 2002
and 2004 values. For an easier to understandrdkish, the average household income in
2004 was Tk. 44,393. The average absolute changeoer down — from 2004 to 2006 was

Tk. 16,162 (both figures in 2006 prices). In otkesrds, overall, incomes changed up or
down by more than one third.

Movement in and out of Poverty

As long as poverty is measured in income termis, therefore not surprising to find strong

movement in and out of poverty across the threeewadf this panel survey. If household

expenditure figures were available, the poor / poar changes in our sample might be less
frequent, due to the expected ability of many hbokis to smooth consumption over very

variable income streams.

Table 9 breaks down the sample into the eight ptessiombinations of the poor/non-poor
status (defined, as usual, by the lower of the pB®erty lines) over the three income years.
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To the extent that three measurements capture pemog, a fifth of the sample households
were permanently non-poor, and over a third wemrgbally poor. Also shown are the
typical incomes from which the groups started i©20The permanent non-poor enjoyed
incomes more than double those of the chronicallyrp

Table 9: Sample household movement in and out of perty 2002 - 2006

Poor in

Transition Sample . Median HH
type 2002 2004 2006 households %HH income 2002
(2006 prices)

1 no no no 162 21.46 55,834

2 no no yes 40 5.30 50,564

3 no yes no 29 3.84 50,687

4 no yes yes 53 7.02 43,890

5 yes no no 82 10.86 37,197

6 yes no yes 48 6.36 32,076

7 yes yes no 77 10.20 28,898

8 yes yes yes 264 34.97 25,285

Total 755 100.00 35,734

Conversely to the permanent groups, no fewer tiampetcent of the sample crossed the
poverty line at least once between 2002 and 20bé.rdtes of entry and exit are surprisingly
close. Between 2002 and 2004, 27.6 percent of tloe moved out of poverty; 28.9 percent

of the non-poor fell into it. In the following traition period, 2004 to 2006, these rates were
almost the same, 25.1 vs. 26.5 percent. Althoughdtfierence between entry and exit rates
was minimal, the poverty rate fell in both period$is could happen simply because the
stock of poor was larger than that of the non-p&ut unless the exit rate gains over the
entry rate, it is obvious that poverty reductiof siow down?,

A study by Binayak Sen (2003) offers limited compan material. Sen used data from two
panels separated by a much longer interval (198i%6-&%00). He found that 31.4 percent of
his sample was chronically poor, and 25.1 percemewon-poor at both points. Another 25.8
percent transited from poor to non-poor, and 1&itgnt from non-poor to poor. However,
the comparison remains limited because of the dé#fgrent time intervals considered in

Sen’s and our study.

13 Of course the poverty rate will ultimately sefifto a steady state (academically at least, by ofag first
order Markov chain process) also if the exit rateeeds the rate of entry — for the same reasonthdyumber
of poor fell in the two periods — the different gte of poor and non-poor at the beginning of eaahsition
period. Practically, transition probabilities wilbt stay constant, and a much more interestingtipueis how
they will be affected by growth and redistributiorthe larger society.
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[Case study:] Aleja Khatun

We met Aleja Khatun in a village of Domar Upazila in Nilphamari District. She was
54 years of age and living with her husband. Like many other rural Bangladeshi
women, most of her time has been spent looking after normal household affairs. At
her age, she has experienced many ups and downs in life.

She got married at an early age (12) approximately three to four years before the
war of independence (in 1971). That time her husband was unemployed. Her father-
in-law had rice and jute business and was doing quite good in the business. In
course of time, her sister and brother-in-laws got married and they became
separated somewhere before the liberation war. Aleja, her husband, father and
mother-in-law kept staying in the same family peacefully.

The family didn’t face any property loss during the liberation war. She remembers
that occasionally they had to hide here and there to avoid any facing with the military.
After a few days of the war, Aleja’s husband found a job in govt. agriculture farm.
Two years later (1973) the couple was blessed with a son. Life seemed quite
meaningful to them at this rising stage.

Figure 9: Life history diagram of Aleja Khatun
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But roads are not always so straight. There are also certain curves on the path. One
day in 1974 their jute storage beside their house caught fire. It spread over the
house and all the rooms and belongings were burnt into ashes. The family faced an
unimaginable loss. However, the house had to be rebuilt with the help and
contributions from the relatives. The jute business had to be given up. The following
year (1975) Aleja lost both her father and mother in law within a week’s interval.

Within next ten years she became mother of a daughter and two more sons. All of
her children completed their education from a local Madrasha (religious school).
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Over time, her husband Afizer Rahman became a local elite and started playing
leadership role in disputing problems through mediations.

Major and sudden iliness of family members results tangible and intangible losses for
the families. Aleja’s second son suffered from pneumonia in 1982. She had to spend
a reasonable amount for his treatment.

Her elder son got married in 1988 and in the same year managed a job in army. Her
only daughter found a job as a schoolteacher in BRAC School in 1990. Within
following few years the family became able to buy new land and build a structured
house having several rooms.

Aleja joined a RDRS group in 1993 and took some loan (Tk.4000) from RDRS to
meet part of the expenses of her daughter's marriage. Aleja got her daughter
married in a solvent family in 1994 spending huge amount of money for dowry. The
major spending was made out of her husband’s previous earnings and savings.

In 1995 the eldest son married another woman without informing his first wife. Three
years later, being informed about this incident, the first wife suited a case against
him. In consequence, Aleja’s eldest son lost his job from army and had to spend
around 1,00,00 taka to face the court case. For the purpose 1 bigha of land had to
be sold out. Lately he had to divorce his first wife and be in custody for four months.

After getting released from jail, he found a clerical job in local land registration
department spending 25,000 taka as bribe. Meantime the youngest son started a
business but ended up with huge loss. Lastly he turned as a devoted agriculture
farmer who is now doing quite well. Aleja’s husband provided him a power tiller.

The second son managed a job in Domar agriculture farm as a security guard in
2002. But he had to manage around 1,00,000 taka selling 1 bigha of land to provide
as bribe for the job.

Aleja’s husband became paralysed in 2005 and it required around 1,00,000 taka for
the treatment. Her sons also shared the expenses for the treatment. Now her
husband is doing better and joined back to his service. Her sons now live separately.

Aleja and her husband had come across the colours and complications of life. They
are now at a stage to see how well their sons and daughters are doing.

Note: In earlier interviews, Aleja Khatun reported total household incomes of Tk. 74,639 for 2002, Tk.
88,002 for 2004, and Tk. 2,30,050 for 2006. Her household had 9 members in 2003, and 13 members
in 2005 and 2007. Applying the BBS lower poverty line, we counted this household as poor in the first
two survey waves, and as non-poor in the third.

Aleja Khatun was interviewed by Nirmala Rani Das, who also wrote up the case
study. Jasim Uddin Ferdous translated it. Faruge Ahammad drew the diagram.
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Not surprisingly, the transition rates are diffdréar poorer and richer areas. For brevity, we
present only the fraction of permanently non-pauad ehronically poor by sub-district:

Table 10: Proportion permanently non-poor and chrorically poor, by sub-district

Permanently ~ Chronically

Zone Sub-district non-poor poor
East Bhurungamari 10.8% 48.1%
Nageswari 14.7% 40.2%
West Domar 29.4% 27.3%
Jaldhaka 30.2% 25.0%
Total 21.5% 35.0%

The simple poor/non-poor model, inspired by the BB®erty line and the poverty rate
defined by it, is not very illuminating. After allh any society of which a census is taken with
only two classes that are permeable, one expediandoa substantial amount of mobility.
Other researchers have thus undertaken to estim@idity rates across a more detailed grid
of poverty classes. For example, in a study of mearg in and out of poverty among Kenyan
farmers (Burke, Jayne et al. 2007), welfare tescilere used to distinguish better the very
poor, moderately poor and others. This, over tipeaats in time, leads to asetof 3*3* 3 =
27 transition types.

We do not want to go this way because it would hemgur conceptual neighborhood with
the BBS study and make for less convenient exposior the reader. Instead, we want to
introduce the FGT metrics regarding the extenttldegmd severity of the poverty in our
sample. We do this in the interest of comparis&BS too produced FGT values - and also
because differences, over time and between ourleagup-districts, in the measure of severe
poverty may raise red flags. Moreover, althougheptyvrates are necessary and appealingly
easy to communicate (researcher and reader bo#védhey understand that “50 percent
extreme poverty” in a community stands for a sexioondition), vulnerability analyses may
want to make use of the continuous income varialskgber than classifications with their
unavoidable information loss. We will return tosttater.

The Severity of Poverty

From its inception as a relief agency, RDRS hadeapdconcern for the poorest. In its
transition to a development NGO, that concern becandefining moment for the design of
most of its programs. Even programs that politaraimarket forces nudge towards the rural
middle class are equipped with corrective mechasjssuch as, in microfinance, special
programs for the ultra-poor. Participant selectioto programs is sometimes aided by
baseline surveys or by the intermission of the rfatilens. Qualification for subsidized credit

exemplifies the first, some of the farmer field sols the second mechanism. While there
have been different criteria used over time (intigdliteracy, land ownership and food

security), analyses on the poverty of entire grobpse been rare. A notable exception,
although not billed as poverty analysis, is foundthe comparisons that RDRS routinely
makes of the performance of different loan programs

Often the criteria were ad-hoc, not comparable pitiblicized indices from other sources,
and not followed over time. The income data froesththree Impact Survey waves gives the
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opportunity to express the situation of an RDR8ntkle in terms of a universal metrics that

are sensitive to the extent of their poverty, amégdan them for recent changes. The FGT
indices meet these requirements when they areepfalieach survey wave. Given their wide

use, it may be beneficial for RDRS personnel ingdlin policy discussions and for some of

its interlocutors in donor circles to be minimalamiliar with the underlying concept.

[Sidebar:] The Foster-Greer-Thorbecke (FGT) poverty  indices

FGT define three measures that are increasingly sensitive to severe poverty. FGT(0), known as
headcount ratio, simply counts the poor against a known line (in most cases, an income or
expenditure line) and determines the fraction in the population with non-missing values. FGT(1), the
poverty gap, assigns zero to all non-poor and weights each poor entry (household, individual, etc.) by
its shortfall from the poverty line. FGT(2) measures the severity of the poverty, intuitively by valuing
the poorest most strongly, technically by taking the square of the income or expenditure shortfall. The
diagram shows, in a simplified way, how the contributions to each of the indices from a non-poor
household and two poor ones are computed. The point is that as we move from FGT(0) to FGT(1) and
finally FGT(2), the family at the bottom, surviving on only Tk. 3,000 p.c. p.a., grows increasingly
important. FGT(2) is biased to the poorest. Other beneficial technicalities of the metrics, such as
normalization and decomposition, need not concern us here.

Figure 10: The mechanics of the FGT metrics

Poverty Poverty gap Poverty
headcount severity
- FGT(0) - FGT(1) - FGT(2)
Tk. 12,000
Poverty line:
Tk. 8,000 _ (8-6)/8 = [(8—6)/8]’\2
Tk. 6,000 = 0.25 = 0.0625
= (8-3)/8 = [(8-3)/8]"2
Tk.3,000 = 0.625 = 0.3906

We first compare the values that our full samplesaon the three metrics to those of the
BBS sample.
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Table 11: Foster-Greer-Thorbecke poverty indices, 6T(a)

Income  Proportion Poverty Poverty
Survey .

year poor gap severity

a=0 a=1 a=2

BBS 2000 0.433 0.105 0.036
BBS 2005 0.356 0.065 0.018
RDRS 2002 0.684 0.246 0.118
RDRS 2004 0.601 0.196 0.087
RDRS 2006 0.557 0.203 0.097

Note: BBS values are for rural Rajshahi Division st  ratum.
Source: BBS 2006, op.cit. BBS values from report pa ges 27
(proportion) and 28 (gap and severity). BBS gap and severity
values divided by 100, to be comparable to RDRS dis  play.

In the BBS survey population, the poverty rate, gag severity all declined between the two
survey years. The RDRS sample experienced sulstagdiuctions in all indices from 2002

to 2004. However, more recently the proportion @bmpkept falling, but the income gap and
income-based poverty severity rose again.

The reversal is slight and may have been tempolaryfrom a vulnerability viewpoint it
calls for vigilance. As always, one is advised heak for an association with the greater
vulnerability of the flood-prone eastern sub-diers. For simplicity, we limit the
presentation to the severity measure.

Table 12: Poverty severity — by sub-district and swey year

Year
Zone Sub-district 2002 2004 2006
East Bhurungamari 0.13 0.12 0.15
Nageswari 0.18 0.11 0.11
West Domar 0.07 0.05 0.07
Jaldhaka 0.09 0.06 0.06

By simply calculating the change in the severityraeratot®, we can put a name on those
most affected and flag them for follow-up, possilthgether with others at the welfare
bottom. This token list of the ten households vitie largest severity changes suggests a
number of possibilities:

14 NGO monitors can do this on their own, without nese to full FGT algorithms, using a spreadsheet
formula such a&= HHmembers07 * if(HHincO6/HHmMembers07 < 8437,Q),* (HHincO6/HHMembers07 -
8437)"2 - HHmembers05 * if(HHincO4/HHmembers05 8841, 0) * ( HHincO4/HHmembers05 - 8437)12"
Tk. 8,437 is the BBS poverty line for rural Rajshdthe values were not normalized for this purpose.
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Table 13: Households subject to the largest increas in poverty severity, 2004-06

Relative

change . . Household
- Family Family - Household
in . . income -
Sub-district Union Respondent  Gender members  members income
poverty 2004 (2006
. 2003 2007 2006
severity CPI)
2004-06
5.25 Nageswari Newashi Abdur Ali M 4 11 19,600 13,300
3.89 Bhurungamari Sonahat Ayson F 8 9 27,285 3,000
3.03 Bhurungamari Paiker Chhara Latif M 5 10 28,664 26,100
2.51 Nageswari Bhitarband Bibijan F 3 7 18,669 15,950
2.44 Bhurungamari Sonahat Firoja F 7 10 14,820 12,000
2.06 Jaldhaka Khutamara  Rasedul M 7 12 24,241 33,780
1.93 Bhurungamari Joymanirhat Hamida F 9 9 86,394 33,000
1.80 Jaldhaka Khutamara Lucky F 4 5 27,515 11,400
1.80 Bhurungamari Joymanirhat Fatema F 7 7 54,054 23,256
1.76 Jaldhaka Khutamara Kepaton F 2 4 12,120 6,400

Increases in family size, together with stagnatingontracting incomes, make households
particularly vulnerable to severe poverty. The cafsklrs. Ayson was singled out earlier, as
the poorest household in the sample. In this lisbh severity change, she is topped by the
Abdur Ali family, who had to face the advent of savnew family members at a time of
decreased incomes. Rank #6 is held by Mr. Rasadwdse yearly income did increase, but
whose poverty became more dramatic by a disprapwte increase in family size. As this
simulation suggests, the internal family dynamitayp a big part in the ups and downs of
poverty careers. Although clearly relevant to vudity, NGOs have traditionally
considered it amenable to programming in narrowtdirte.g., through special programs for
widows) and have, if they collected any pertineattacbn it at all, not widely analyzed it.

Second, despite a justified concern with the simah flood-prone Bhurungamari (84 out of
258 households with increased severity valuesrara there), and in a lesser measure with
Nageswari, three cases made it into the top tan fraldhaka, believed to be relatively secure.
They are from the same Union, Khutamara. On furthgpection, 15 out of the 38 sample
households of Khutamara show an increased sewaite. Such clustering would warrant
some further scouting.

In seven of the top ten cases, the respondent wasren. If this is suggestive of a tendency,
it does not hold up to the full sample. As in threakdown of incomes, the interactions are
more complicated. Households headed by men shokehigeverity change increases, and
even more so when the respondent (i.e., the RDB&gnember) too was male. This again
points to the importance of a factor not sufficigrdonsidered in the design of the impact
surveys, the complexities of household relationgobd the gender of the RDRS group
member.

Income Composition and Labor Dependency

At this junction, some mention of causal factorghia income poverty dynamics is in order
even if our impact survey data is not capable gipsuting fully fledged causal models. The
factors fuelling income growth in rural Bangladesike the numerous ones identified by Sen
et.al, who place them in the overarching concept‘pafckets of excellence in a poor

institutional environment” (2007: op.cit., 102). 8¢e authors give credit to factors from
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institutional realms as diverse as the managenfeatstable macroeconomic environment, a
commitment to social development immune to politicegime change, the doubling of
effective rural market centers in less than a dectte deployment of NGO resources, and
the social learning among the poor (op.cit., paksim

One factor on which they supply detailed quantiagstimates is the higher returns to non-
farm employment. Already our first-wave survey gsa (Benini and Ferdous 2005: op.cit.)
documented the significant income effects on RDR&igpants of lesser casual labor
dependency. In all Bangladesh, the returns to I&#lyomembers of different poverty strata
working in different sectors are starkly differelas Sen et al.’s calculations (op.cit., 98)
make clear:

Table 14: Returns to labor by mode and sector of ephoyment and by poverty status in rural areas,
1999/2000

Source: Sen, Mujeri et al. (2007: 98)

Note the range from Tk. 16 reported as the avedagg wage of an extremely poor person
farming for herself to the Tk. 240 that a rich perstakes home from a day's self-
employment in the non-farm sector. Others (Toufignd Turton 2003) have described the
diverse picture of the labor shift from farm to Aamm occupations. Our own analytic
approach has concentrated on labor selling andracdiversification, knowing fully well
that it covers only one among the “multiple routess poverty reduction” (Sen 2003: 527).
The rising 2006 incomes, when casual labor is osglawith other forms of employment,
follow a very similar pattern to the one we foud 2002. The mean for those drawing more
than 90 percent from labor sale was Tk. 26,621tlHose depending on labor for less than 10
percent of their incomes it was Tk. 56,838. Thadris almost linear in the labor share.
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Figure 11: Labor share and annual household incom2006

Labor share and annual household income 2006
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Since 2002, the income share from labor sale HeEsnfan our sample households, from 21
percent in the total income mass (2002), to 17 epe#r¢2004), and finally to 12 percent
(2006). This change has been rapid and acceleratiddhas disproportionately benefited the
poorest (some of it by definition; for, the non-pdwad in large parts shed their labor
dependency earlier). There is a weak associatibneles loans taken from RDRS in 2006
and the degree of labor dependency reduction, enidady between membership in other
NGOs and this reduction, suggesting a role for saaedit in the transformation.
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Figure 12: Change in income share from labor 2002e®6, as a function of household income in base year
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While changes in casual labor dependency may haga particularly consequential for the
poorest, the overall picture is still one dominabgdarm-based income. Its share in the total
income mass in 2006 was 47 percent, up from 38epéffour years earlier. While off-farm
employment is important (one third of the incomes made there), its share has not grown
consistently. This may have something to do with ¢howding in rural markets of small
businesses started or expanded with micro-loartswbthave no material to support such a
suspicion, no more than data on farm-gate pricéschwwould be needed to understand the
increased share of farm-based incomes.

Formal employment, locally known as “service”, ldmwn a stagnant share of 6 percent.
Clearly, the RDRS sample population has not beenessful in making a larger inroad into

it. We have not yet investigated the associatiotwéen service incomes and factors like
education; our data is limited to the years of sting of the respondent while income from

service may be earned also by other family membé@rstside the impact service, we keep
hearing stories of service holders having paidddmgbes to obtain employment; if this is the
case generally, it will debar many of the poor&r(, Mujeri et al. 2007: op.cit., 107, find

that the poorest are generally excluded from nom-farmal employment.).

The following table renders the composition of 26 incomes by activity type. Those for

2002 and 2004 are given in the appendix. They aaletl by the respective sample

household populations and inflated to 2006 pricesdémparability. The tables also give the
income shares, percentage of households for whietparticular activity type produced the

largest income share, and the percentage of holdsetuhno derived at least 20 percent of
their income from it. Since a family may derive Buccome shares from more than one type,
this column sums to more than 100 percent.
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Table 15: Annual income composition, by activity (pr capita 2006)

. _ Sample p.c. Income HH w. largest HH deriving

Activity type incomes 2006 share shgr_e from >20% from
(Tk) activity type act. type
Farm-based 4,375 47% 41% 69%
Labor sale 1,116 12% 20% 30%
Off-farm 2,968 32% 31% 44%
Service 560 6% 5% 10%
Other 296 3% 3% 8%
Total 9,316 100% 100% 161%

Back to Vulnerability

With the importance of shifts from casual labor elggency established, we want to tie
various findings together within the vulnerabilggrspective. In a short-term perspective, we
want to probe for associations between vulnergbitiécent opportunities, earlier poverty,

and exposure to RDRS program offers. The longen-tperspective recognizes that our
survey respondents spent most of their years bdfag joined any of the RDRS small

groups that we sampled. Their families were pad parcel of growth and impoverishment

dynamics some of which carried on stubbornly beyhedadvent of RDRS.

Short-term income changes

Vulnerability is understood as the risk of reeninto poverty (and, in an extended
perspective, also the risk for the poor to desdatml more severe poverty). Generally, one
would therefore test for factors associated witk tdrossing of various poverty lines.
Technically, for instance, Burke et al. (2007: @p.aise probit models to estimate asset,
family dynamic and market participation effectstbe probability to stay permanently non-
poor or chronically poor. In their study settingkenya, NGO program selection effects do
not matter. In our case, where selection effectsndtier and asset data is less complete, we
choose an approach that is less dependent on doattiorms. Also, we assume that the
latest income changes (2004 to 2006) can proxyubrerability to income poverty.

We use an exploratory procedure to investigateirh@act on the 2006 incomes of four
factors. These are:

the change, between 2004 and 2006 in the inconre &toan labor,
the household income growth in the previous pe2@d3 and 2004,
the 2002 household income, and

the year when the group member enrolled with RDRS.

The assumption is that decreases in the incomee sfram casual labor stand for
opportunities that the household seized in oth&vigctypes (such as micro-loan-financed
small businesses). The previous-period income ahagicluded because of the possibility
that the mid-point incomes (2004, our second wawaxk transitorily over- or under-shooting
with respect to the structural incomes that theskbold assets permitted. The 2002 incomes
are included as a pseudo-baseline, assuming tlegt éRpress all previous conditions,
selection and program effects. In view of that, thelusion in the model of the year of
enrolment with RDRS is somewhat illogical, we do sssentially for reasons of
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completeness, to test for any residual programcesffeeyond those absorbed in the 2002
incomes.

We realize that this technical description is tgyend offer a stylized diagram to somewhat
ease the exposition of our findings.

Figure 13: Response of household income change 2a8mBlto opportunity, previous income, and enrolment
in RDRS

We comment on the labor share effect last. Sombeobther effect shapes are as expected.
The poorest had stronger relative income growth tha less poor; this effect is echoed also
from the earlier 2002 baseline. Changes in incdmetbok place in 2002 — 04 are to a point
compensated for in the following period, althougk effect is not linear. Households with
strong growth in 2002-04 — many of them overshaotetend to lose in proportion with the
earlier gains; those losing earlier — many undessdrs — are mildly rewarded in a more
uniform way. The effect curve for time with RDRSabnost entirely flat and zero, with a
small blip in 1993, perhaps related to one of thanynpolicy changes in the rapidly
expanding microfinance that affected also recruithpatterns.

The effect of the greatest policy interest is thfathe change in the income share from casual
labor, seen in the top left panel. In fact, theeotthree variables were essentially used as
controls, to see the robustness of the labor incehae effect. The effect pattern is not
particularly encouraging, but they need to be preted in tandem with the effect of such
changes in the earlier period.

Those households which had to revert to a highewaddabor dependency in 2005-06 — say,

because they lost land or a non-farm business -tfsgiwincomes contract. The reverse is not
true. Households that diminished their casual ladf@re in this period were not rewarded
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with higher incomes. This is different from the geding period during which incomes would
respond positively to diminishing labor dependency.

One may suspect that in the second period, chaizadeby slower overall income growth in

the sample population, small-business starts on fand additions were less profitable. This
interpretation is difficult to firm up in the absmnof a control group, or at least strong
indications that the local economy slowed down. &dest, albeit a weak one, we looked at
the change in the RDRS loan recovery rate in theptaUnions. The change of rates is for
all borrowers in a Union, not the sample househelda other words it is an ecological

variable meant to express the change in the stresfghe local economy. There is indeed a
faint effect in the sense that when the recovety iraa Union deteriorated between the two
two-year periods, it would tend to depress the nmes of the sample households living there.
The effect fails to reach statistical significantbe diagram for this model is in the appendix.

If our assumption about a close association betwleegrowth rate of the local economy and
the income response to a shift away from casuairldiolds true, this is likely to have
consequences for vulnerability alleviation. It wauimply that the productivity of
interventions like loans and skills trainings, $apof NGO income generating projects for
poor people, may be highly sensitive to the growfthhe local economy at large. In other
words, the choice of micro-level vulnerability afiation strategies would need to vary more
rapidly with the changing macro-economic environten

In the next versions of this study, we will havimak at land ownership data. Collected in the
2002 and 2006 waves, this data implies considerab$et mobility. Also, it is the only
productive asset type of which the valuation byveurworkers appears to be tolerably
reliable. Involuntary loss of land has always beederstood, in the Bangladesh context, to
be closely related to a downward spiraling econdnaiectory of families damaged by floods,
household division, or distress sales. It shoutdlefore be considered one of the pieces in the
vulnerability puzzle. At the same time, in a divBfiag rural economy considerable land
liquidation should be normal.

Life-course dynamics, crises and recovery

Of the estimated 33,190 life-years that the 79®ardents together passed between their
birth and 2007, approximately a sixth fell into #r@ before the independence of Bangladesh
in 1971, about half were passed between Indeperd&md joining the small groups of our
sampling frame, and almost a third elapsed sineeetirolment with RDRS. Most of the
small groups organized in the 1980s and 1990s ddadanction a number of years ago.

It is obvious that the typical respondent — 41 gezfrage at the time of the last interview —
has lived only a minor part of her life in an inkere RDRS small-group framework. When
asked, about half of the respondents profess tmémbers of their local federations, but
active involvement appears to be a minority affairrently>. During in-depth interviews,
participants would anchor their RDRS experiencengrily in terms of their loan history,
alongside loans taken from other agencies. Refeserio RDRS skills trainings, the
federations or acquaintance with individual RDR&fsnembers also occurred, but rarely so.
They were told matter-of-factly, without manifesb@tional attachment to the organization or

!> The information that the 2007 Impact Survey ca#idoon this subject has not yet been thoroughljueted.
See a tentative Mokken scale of participation Vdeis in the appendix, though.

56



accounts of the initial enrolment in the kinds amneersion or rescue frames that were
habitually offered in pre-microfinance era convérmses.

The income statistics had revealed that within fwears slightly more than a quarter of all
non-poor households in the sample fell into pové&te page 44). Not surprisingly, over the
current lifetimes a much larger proportion of owidiepth interviewees signaled some serious
crisis. Not all crises would plunge households iptaverty; divorce, property division in
wealthier extended families and, in the case obang respondent, two subsequent failed
school exams were also considered serious crisasy Mf these crises, one must presume in
the absence of income data, did push householdspmierty, or already poor households
into more severe poverty.

Davis classified the mobility of his respondentshgwmay have belonged to different
households in the course of their lives) by theeation and pattern of their trajectories.
Among 90 life histories (Davis 2006: op.cit., 1@ight distinct types emerged. RDRS
monitors using the same scheme activated only fgpes to accommodate their 21
respondents:

Table 16: Trajectories of improvement and declinefrom 21 life history interviews

Trajectory Respondent gender
Direction Pattern Male Female All
Improving Saw-tooth 7 3 10
Declining Smooth 0 1 1
Declining Saw-tooth 3 6 9
Declining Multi-step 0 1 1
Total 10 11 21

Saw-tooth trajectories are those that change @rectt least once. Both smooth and multi-
step directories are monotonous; multi-step onge haore dramatic sudden changes though
in the same direction. Saw-tooth trajectories wibie type followed by almost all of the
respondents’ lives, meaning that most of those @bieprove their station did so despite set-
backs while those declining were not able to makeporary upswings permanent.

The correlation between life-time improvement /lohec and gender of the respondent is
obvious. It needs to be repeated here that mosaléenmespondents in the full sample were
RDRS group members or ex-member who were marrigditas is true also of seven of the
eleven women who share their life histories with ims2007. Female respondents with
declining trajectories tended to be in poorer amdlker households in 2002 than the rest
(typically two persons vs. five; Tk. 31,824. vs.. 70,949 median HH income CPI adj.). The
case study starting on the next page fits thispeitfectly.

In reviewing the 21 trajectories, the interviewmsaated a total of 86 events or episodes that
the respondents had cited as causes of declinglaBynthey noted 61 starts of upswings.
We separated these points and their interpretatiots periods before and after the
respondent’s start of the micro-finance borroweeen(regardless of which agency extended
the loans).
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[Case study:] Gano Bala

Gano Bala (55), a poor widow, has hardly found any stable period in her life. She
almost has no sweet memories that she can let others know. Her life diagram
denotes a steadily downward line meaning that she never had the opportunity to turn
around.

Gano Bala presently, being dependent on her three sons, lives in Pangamutukpur
Union of Domar Upazila under Nilphamari District.

Figure 14: Life history diagram of Gano Bala
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She was born in a poor family and did not have any scope to attend school. In 1968,
at her 16, she had no choice but to marry a poor widower (40), Mohesh Babu who
had lost his two wives earlier and already had two daughters and a son. At that time,
Mohesh Babu had around 20 bighas of land.

After a year of her marriage, Gano Bala became mother of her first child (son).
During liberation war in 1971, as like as other Hindu families, they had to migrate to
India and during that tense period her two-year aged son died there.

After the independence of Bangladesh, they came back from India and sold 2 bighas
of land to rebuild their house. She was again blessed with a son in 1972 who is still
living with her. During the periods from 1973 to 1985, she gave birth to four other
babies all of whom 3 died within a span of one or two weeks of their birth. The lucky
one who survived was a daughter.
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In 1974 her husband bought two cows by selling one bigha of land. But within a short
period, both the cows and some other valuables were stolen. Sometimes later, in
1976, her husband again bought a cow by selling another one bigha land. In the
same year 41 decimals of land had to be sold to meet marriage expense of her
stepdaughter. The following year her stepson got married.

On account of repeated theft and feeling of insecurity they were thinking of shifting
their house to another place. Finally they could make it in 1980 and for the purpose
17 decimals of land were sold out. Two years later more 37 decimals of land had to
be sold for getting her daughter married. Gradually their total landholding decreased,
and they became more vulnerable.

Gano Bala came in contact with RDRS in 1992 and became a RDRS’ group
member. But she hadn’'t made much out her association with the group. Her
husband died in 1995 after suffering from long illness and around 30 decimals of
land had to be sold in that connection. They family had only 10 bighas of land left,
distributed among the three sons. She has no property in her name. Now Gano Bala
is completely dependent on her sons, who feed her by rotation. At times she visits
her daughter’s house for a change.

Looking at Gano Balas life history one can hardly find any upward movement. She
had faced repeated downfall and miseries in her life and now she is a complete
vulnerable women who does not know what to do if her sons and grand children
don't feel obliged to take care of her for whatever reasons.

Gano Bala was interviewed by Md. Abdul Hakim and Md. Eyasin Ali Sarker. Ali
Sharker wrote the case study; Jasim Uddin Ferdous translated it. Farque Ahammed
drew the diagram.

Table 17: Ratio of improvement causes to declineiggers, before vs. after first loans

Improvement causes vs.
decline triggers

First loan After /
Region Before After  Before
West Zone 9/23 19/25 1.94
East Zone 17/25 16/13 1.81
All 26/48 35/38 1.70

The ratio of positive to negative episodes improbgsabout 70 percent from the period
before the first loan was received (which essdgtialthe time from birth to first loan) to the

time passed since then. This cannot be construpt@ the effectiveness of micro-loans for
vulnerability reduction, not only because of theairsample, but also because of multiple
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potential measurement errdt@nd, more importantly, because people are likelyecall
distant disasters more keenly than distant slowingpypositive events. However, it does
indicate that in the subjective evaluations of ithié¢ trajectories the poor have seen things
brightening up a bit since they gained accesseadicr\What is also important here is that the
improvement in the ratio was almost as strong & gborer and more disaster-prone East
Zone.

We may be treading on safer ground when we logkredominant causes of decline. Many
decline episodes start suddenly, as a result ofsénd crisis event, to which it makes
eminent sense to attribute causal power. Othersheayiore ambivalent or co-efficient with
other causes. Davis (op.cit., 7) explicates tempooatexts of causality, but it is all too
obvious, given data and sample, that we are stragierating within attributions by us, the
fleeting observers of upwardly and downwardly mebihouseholds. All the same,
interviewers and respondents share a common setafings for most of these crisis events,
and this should make for a somewhat valid pictdrth@® relative frequencies of event types.

Table 18: Major causes of decline, from life histoy interviews

West Zone East Zone All
First loan First loan instances
Cause Before After peBr(i)éZs Before After psr(i)(t)r(]js
lll-health and death in family 12 9 21 6 5 11 32
Crimes and natural disasters 6 5 11 5 0 5 16
Dowry and divorce 3 3 6 1 2 3 9
Loss of land 1 1 2 3 3 6 8
Household recompos. (excl. divorce) 0 1 1 5 0 5 6
Court cases 1 2 3 1 2 3 6
Various other causes 0 4 4 4 1 5 9
Total 23 25 48 25 13 38 86

Despite the small sample, there is a significaad lef health-related causes of decline. This
is in full agreement with studies from other poyerbntexts (see table on page 33). Crimes
and natural disasters are lumped together hereyeagsein the face of which the poor are

mostly helpless. Although in the second rank, thaed instances are only half the number of
health-related events. The paradoxical scarcitgumh events in the East Zone may be an
artifact, depending on how loss of land was codwmdttie two zones. Dowry and divorce

come in third. Loss of land is often mentioned, Isua mixture of distress sales and river
erosion. Household recomposition other than fromomtie usually means separation of

households and division of assets when sons mawey, family disputes, or over extended

family break-up; occasionally also taking in aduhtal relatives. Court cases, which tend to
be ruinous for both parties when they do occurelaively rare.

The leading risks are characterized by eventsdbatot result from immediate decisions by
the poor although their decisions help determinmsure to these risks, particularly in health.
As victims of crime and natural disaster, the pmomost cases can only pick up the pieces
and go on with life. In seeking health care for ilgmrmembers, the situation is different. The

' The East Zone life history interviews took plaéesthe monitors had analyzed those from the \Hesk. In
other words, significant cognitive conditioning koplace between the two batches. Episodes fronethese
subsequently reviewed, classified and counted tigrdint persons, without any inter-rater controls.
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poor bear the risk also of depending on uncontotdlaxperts that may prompt them to make
financial and treatment decisions that accelerbte decline. We will find that health
problems are the leading type of negative life gesnn the short term as well.

The length of untrammeled decline or improvemeetisvaries widely. Exact measurements
are difficult. We set out in the assumption thages come suddenly causing steep falls, most
of which, though, would be halted after a shortetivhereas recoveries would take much
longer. This may be the case of some of the poar, @hthe end of an acute crisis, fall on
their feet and slowly work their way up the recogvéadder. However, looking at the 12
Nageswari life histories once more, we are inclinedhink that the median duration is
similar for decline and improvement spells. An iepse estimate is between 2.5 and 4 years.
The longest uninterrupted decline period speltlmubur interviewees in this small sample
lasted for 8 years; the longest improvement spelifor close to 14 years.

Income Growth and Recent Life Changes

Respondents were asked, by way of the same opadeandestions in 2005 and 2007, to
volunteer changes that they deemed particulariyifsignt in their lives over the past twelve
months. These periods overlapped with about hali@income years recorded in those same
interviews. It seems reasonable to assume aae$dtip between the direction of income
change and problems and achievements voiced iceadjgperiods. The life changes were
categorized; the following table details those tlvate nominated by at least ten percent of
the respondent in one or both periods.

Table 19: Significant life changes in the past 12 amths, for two periods

Twelve-month period during:
2004-05 2006-07
Percent Percent
of respondents  of respondents
Positive changes

Housing improvement 38.2 22.5
Income increased 35.7 23.3
Land purchase or lease 31.8 23.7
Other asset purchase 16.4 9.0
Livestock purchase 14.5 15.9
Various other positive 23.0 25.3
Total incl. multiple 159.5 119.6

Negative changes

lliness of family members 28.6 35.6
Loss of assets other than land 13.7 26.9
Decreasing income 134 7.8
Giving dowry 10.2 9.1
Loss of land 1.8 11.2
Various other negative 18.6 23.3
Total incl. multiple 86.3 113.9

The association between the response pattern andrtdwth rates of the two associated
income growth periods is obvious and captured is thble. Among the more specific
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changes that leap to the eye, loss of land and a#sets was deplored much more frequently
while the ability to acquire more land and assetisdr than livestock) declined.

Table 20: Income growth and most significant life banges, for two periods

Period
2003-04 2005-06
Mean HH income 4.19% 0.43%
growth rate p.a."’
Changes  reported  pgitive 1.6 1.2
per respondent
Negative 0.9 11

These changes are perhaps not surprising — congumdenvestor confidence sink in times of
slower growth, and assets are liquidated to keepamsumption and investment for which
current earnings cannot pay - but they give us éddamfidence that the difference in the
average growth rates between the two periods ik aed not rooted in a systematic
measurement or inflation-adjustment error. Addedatmration comes from the movement
in the fraction of households that declared thewesefood-sufficient: 69 percent in 2003, 87
percent in 2005, and a drop to 79 percent in 2007.

Income Growth and Social Development

Bangladesh is one of the low-income countries c@ied to have achieved disproportionate
gains in social development, notably in educatiomd greventive health care. High
participation rates are found also in our samplaskbolds. Data were collected twice, in
2003 and again in 2007, on several indicators, biclv those on school enrolment,
contraception use and latrine access have beemllyartvaluated. This table gives a
summary.

Table 21: Select social development indicators, 28@nd 2007

2003 2007

Overall school enrolment rate in sample

Boys 78.1%  75.5%
Girls 89.3%  86.3%
Type of latrine used (households)

Open defecation 38.2% 10.2%
Katcha (mostly bamboo structures) 20.1% 8.7%
Sanitary 41.7% 81.1%

Contraception
HH with eligible couples practicing 74.6%  83.5%

These participation and usage rates are high. @weytion use grew from an already high
level; the ownership or use of sanitary toiletsis(tdefinition includes ring slab toilets)
doubled within four years. Our figures do not digtiish between primary and secondary
school enrolment; girls’ enrolment was higher, oegpng to government subsidies for
educating girls. The enrolment rates for both girisl boys slipped between these two survey

' Annualized harmonic mean of individual househalcbime growth changes, not the annualized chantgein
total volume of sample household incomes.
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points. Below is a two graph relating contraceptis® to the income rank of the previous
year. A graph displaying the rates of school enesliimas a function of income rank was
presented in the summary.

Figure 15: Contraceptive use, in response to annuabusehold income, 2002 and 2006

Households with eligible couples using contraception
in response to annual household income - by RDRS Zone
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Note: The rates shown in this graph are somewhat hi  gher than those in the table
above. They are based on the fraction of households with eligible couples that had

some practicing couple. The tabled rates use the nu  mber of couples, not
households. We plan to revise the graph in a later version.

The breakdowns look at different criteria. The edion graph is split by gender, the usual
suspicion being that girls’ education may be oneth&f casualties of growing economic
hardship. The contraception graphs looks at usates rfor different geographical zones,
assuming that the poorer couples of the East n@gydeeater access obstacles.

The findings on the education rates are alarmihgseé on contraception are encouraging.
Withdrawals from school, or non-enrolment of chéidrready for school, have occurred for
both girls and boys. However, while boy’s enrolmerats strongly correlated with poverty

already in 2003, at the time girls were in schdolast ninety percent, and largely at the
same rate across the income range. By 2007, howéwerdrop in enrolment affected

primarily the poorer families. Not surprisingly, 20 45 households in which we noted a
larger gap between school age and school going were from Bhurungamari. Despite the
subsidy for girls’ education, families incur oppgrity costs of some kind — e.g., when the
elder daughter is in school, the mother may havetay home to look after the younger
children — which they are less willing to bear arsher times.

The contraception graph tells a success story. e\firihctice has increase for both East and

West Zone, and the poorer East Zone is almost orwjih the West, the practice deficit
found in the poorer households in the East in 208¥3disappeared by 2007.
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Conclusion

Vulnerability

This study offers two paramount findings, aroundahta host of qualifications, nuances and
ramifications can be woven into a fabric that mayke some as ordinary, and others as
displaying some surprising new stripes.

First, this sample of former (and some still actiRDRS small group member households
has experienced strong income growth in recentsy@dre growth rates were stronger at the
lower end of poverty, a regularity noted also iheaststudies, including of rural Bangladesh.
As a result, the poverty rate of this populatioapgred considerably between 2003 and 2007,
and by more percent points than a BBS-surveyed lgapgpulation in rural Rajshahi did
between 2000 and 2005, applying the same stanttediofver of the two BBS poverty lines).

Second, despite strong income growth, the vulnkiyato new income poverty remains high.
The exit rate from poverty was almost the saménantry rate, and the sample poverty rate
fell during this period only because the stock obpwas much larger than the non-poor.
Within four years, 44 percent of the householdssed the poverty at least once. This high
rate of “poverty churning” would likely appear somteat more moderate if we used
household expenditure rather than income, becatis®rsumption smoothing from asset
sales and savings.

This high income mobility is associated with groginequality, which some observers deem
unavoidable in the growth path of the rural econamBangladesh, despite some of its “pro-
poor” characteristics. As others have demonstraaad, our income composition data fully
confirms, strong household income growth goes harfthnd with the ability to shift away
from casual labor dependency. In this regard, toosample households made strong and
accelerating progress, lowering their income sirama labor sale from 21 percent in 2002 to
17 percent in 2004, and finally to 12 percent i0&0

However, capital investments and labor effort inaBnbusinesses and farms vyield higher
returns only if the growth of the ambient economguweges demand for the goods and services
that these formerly poor or relapsing poor housghalffer. Income growth in this sample
slowed down remarkably in the second of the obsktwe-year periods, but we have only
scant circumstantial evidence that the economietheffour sample sub-districts did so as
well, and why. However, we can see that, withinghmple households, the income response
to shifts away from casual labor was less favordaling 2005-06 than in 2003-04.

The consequences of slowed growth showed up inrdauof diverse fields, in a decreasing
proportion of food-sufficient households, in a ldagorable ratio of positive to negative
significant life changes, and in drops in one (hat all') social development indicators,
school enrolment. In the second period, more fasiWwithdrew, or withheld, children from
school. Withdrawal of girls, formerly resistant hagher poverty (because the government
subsidizes girls’ education), grew stronger atlibdom of the income distribution. On the
other hand, sanitation and family planning contthtleeir advance despite slowed income
growth.

The strong correlation of income growth with seVether welfare dimensions such as food
sufficiency, social development and other positife pursuits (e.g. the ability to marry off
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sons and daughters, to continue medical treatmests) itself part of the vulnerability
conundrum. If incomes stagnate or contract, othefare components will behave similarly.
This may result in one or the other well-known laraf poverty cycles unless protective or
anti-cyclical elements are brought to bear. Thisvlsere the government and NGOs are
essential. We were starkly reminded of this asimi@rviewer teams moved out of Nageswari,
past lines of trucks that moved in, carrying RDRS8ef goods for people damaged in the
2007 floods.

There is incontrovertible evidence, both from fdimple standardized questionnaire
interviews and from in-depth life histories of aahar group, that health-related problems are
a prevalent cause for people to return to povenrtyp fall from poverty to more severe forms.
This confirms findings from multiple other poversettings in the world. Health crises,
natural disasters, crime victimization, but alséumtary household recompositions can turn
vulnerabilities into personal and family disasteksstrong economy will not remove those
causes, but may determine which households rea&ctrigger point, and which may outrun
the crisis.

Recovery may be impossible for some and slow fbemst Yet upswings appear almost as
frequent as decline episodes, testifying to thensftrresilience of at least a good part of the
poor. Here the question arises what useful roleN@@ like RDRS can play to alleviate the

high vulnerability. Particularly so if, as the IngbeéSurvey suggests, that of individual poor
households is tightly linked to the fortunes of #mbient local economy.

NGO policy questions

One may therefore suspect that it is near impas$dslNGOs to stabilize the welfare of their

program participants beyond an initial empowernm@mse. NGOs do not make economic
policy beyond the micro-level, and they cannot pufegnesian demand into sputtering local

growth machines. The diversity of risks that th@mpface may be beyond the coordination
capacity even of larger NGOs working in severalt@sc RDRS no longer achieves, nor

intends, the same tight integration of multi-seatgarograms, with extension workers from

different services literally knocking at the doofsthe same poor households, as it did in the
1980s. Instead, it offers xxx In fact, the integmatburden nowadays is on the poor, who are
left to search for solutions to their problems ke tgovernment and NGO “market place”.

Sen (2003: op.cit., 527) found that households essfally fleeing poverty were the ones

who “demonstrated the ability to integrate various aptiverty strategies.”

In counterpart to the greater independence that @0st grant their program participants,
the policy focus may need to be on enabling enwremts as well as on longer-term work on
social protections. RDRS, for example, works with tederations and retains a base capacity
for emergency relief. It may want to investigatgp@xding its micro-finance program into
micro-insurance.

Some of the survey findings interrogate the tal@rgfanted side of contemporary rights-
based approaches, whose lingo is being eagerlyrtaisoif not always understood, by
virtually any NGO wishing to stay fundable. The ampent of rights, even of those
effectively institutionalized such as girls’ eduoat in Bangladesh, comes at an opportunity
cost, and sometimes direct cost as well. Poor hmlds may not be able or willing to bear
these costs. In our sample, we observed withdraivglrls from school, disproportionately
among the poorer ones, at a time when income grelethed. This demonstrates that rights
cannot be effectively claimed if those entitledentjthe associated costs or are under the
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authority of others who reject them. Poor peoplarize their pressing needs by a mixture of
asserted rights and cultivated patronage. Shalwdayr case study, eats at the table of
friendly folks, who have no duty, moral or legal,dntertain her. High vulnerability implies,
almost by definition, that a rights philosophy mbst integrated into a needs perspective,
because the enjoyment of rights and the provision feeds cannot be synchronized
momentarily. Only their convergence can be enhdwoeer time.

Future Impact Surveys

At the same time, we should humbly recognize thetdi of this Impact Survey and refrain

from sweeping conclusions for which it offers scamtpirical support. If an outside observer

looked at the survey rounds that the RDRS moniarge conducted since 2000, he might

find a mixture of strengths and weaknesses, ingdess well as in execution. Persisting in a

multi-wave panel survey is rare with most NGOs th& largest - those who boast strong

research departments and effective research natworket the RDRS monitors did persist.
They drew a correct probability sample and
realized it faithfully, with surprisingly little
attrition. Data collections proceeded with care
and dedication although correlated interviewer
errors must be assumed as a result of fatigue
and repetition. If income measurement was
satisfactory, measurement of asset values was
not. Scales for household wealth measurement
were poorly understood, but qualitative life
history interviewing was enthusiastically
adopted.

Generally, and this may hold for many NGO-
driven surveys and assessments, non-sampling
errors were more important than sampling
errors. The design was not highly model-based,
but comparability was achieved with an
official poverty survey. Given the isolation of
Rangpur from the Dhaka-centered research
networks, the Impact Surveys have traveled a
respectable middle road between the staid
cross-sectional survey and the cutting-edge
full panel design.

RDRS must now determine the future
direction of its Impact Surveys. The current

Nowhere in this text have we highlighted
the fact that the poor and vulnerable are
continuously doing their own impact
surveys, aided not (yet) with laptops, but
with bicycles and increasingly with mobile
phones, moving much more nimbly than
institutions do. This young cloth peddler,
whose words we quote at the end of this
section, shared with us his thoughtful
assessment of why income growth may
have slowed down in his area in 2004-05.
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sample has run its course; these households are
nowadays too far detached from active
program participation to inform effectiveness
research. If systematic probability sampling of
households is to be continued, there will be
little choice but to turn to the large RDRS
micro-finance database for a sampling frame.
This will again leave the problem of selection
bias unattended unless some control group can
be added externally, such as by way of a



spatially defined cluster sample. Moreover, theegpaf the Impact Survey enterprise must be
turned up. In theory, regular survey rounds coeldves RDRS in a sentinel function, similar

to that delivered by its nutritional surveys earlithe NBI staff, for example, have the skills

to compute a worsening of severe poverty off thia di@m one sub-district vs. another, but
to do so regularly, they would need to be more esgjve.

[Sidebar:] Panel surveys — the gold standard for po  verty research?

Since the first draft of this report was written, the literature on vulnerability and resilience was further
enhanced by a collection of studies, published by the World Bank: “Moving out of Poverty: Cross-
Disciplinary Perspectives on Mobility” (Narayan and Petesch 2007). The editors summarize the
contributions from panel survey research and call this methodology nothing less than the “gold
standard for examining poverty transitions” (ibd.: 31). From the dozens of panel surveys conducted in
numerous countries, they see five policy messages flowing:

Poverty escapes depend heavily on the macro context, notably the economy’s size and
growth, but growth is not enough when inequalities are large.

In the short-term, churning in and out of poverty knows very high rates in many societies.
Many people fall into poverty, and many find the means to work themselves out of it.

The downward churning is driven importantly by illness. Thus safety nets with access to
health care and insurance allow large numbers of people to avoid or escape from poverty.
Education is crucial for poverty escapes, particularly from one generation to the next.
However, returns to education vary with the macro-environment, and increasingly primary (or
even secondary) education is no longer enough to boost incomes.

Geography matters. Within one country or region, the same policies can produce different
results, depending on local conditions (abstracted from ibd.: 31-32).

Narayan and Petesch complain that “statistics consume research and policy attention while the
factors that interact to get people out of poverty or keep them stuck there remain a black box” (ibd.:
30). Policy makers like numbers, but there is more to life. In a small measure, this study has tried to
broaden the perspective beyond the survey statistics, important as they are, by letting some of the
RDRS group members tell their entire life stories. This has yielded a more complete picture.

In a radical alternative, statistical descriptidrpmogram impact could be abandoned in favor
of more narrative styles. The local ownership a&fecatudy research has always been stronger
than that of statistical studies. But there is aplacent reflex in some staff of writing
repetitive feel-good stories of yet another widowom micro-finance helped to a couple of
goats, and who, as a result, lives happily forevdre connectivity between data and
persuasive interpretive frames is the result ofdhaork, in any kind of research. The
challenge for regional NGOs like RDRS is to buifdlanaintain a staff who continue in their
conceptual growth while spending most of their tid@ng the lowly chores of program
monitoring. Household panel surveys, rounded ofthwother approaches, can indeed
stimulate such growth.

Nobody knows that better than the vulnerable p&aid the friendly young cloth peddler
who had sat in with one of the life history intewis: “l used to be alone in the circuit of

these villages here. Now we are three of us, eaehtring to sell the same wares. | just
have to move more.”
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Appendices

Income composition for survey income years

Table 22: Income composition, all three survey inaoe years

2006:
o Sample p.c. Income HH w. HH deriving
Activity type incomes 2006 (TK) share I?rgest share >20% from
rom sector sector
Farm-based 4,375 47% 41% 69%
Labor sale 1,116 12% 20% 30%
Off-farm 2,968 32% 31% 44%
Service 560 6% 5% 10%
Other 296 3% 3% 8%
Total 9,316 100% 100% 161%
2004:
. . Sample p.c. Income HH w. HH deriving
Activity type incomes 2004 ('_I'k), share largest share >20% from
2006 CPI ad;. from sector sector
Farm-based 3,805 44% 38% 67%
Labor sale 1,434 17% 27% 40%
Off-farm 2,454 28% 26% 42%
Service 537 6% 6% 9%
Other 425 5% 3% 9%
Total 8,655 100% 100% 167%
2002:
. _ Sample p.c. Income HH w. HH deriving
Activity type incomes 2002 (Tk), share largest share >20% from
2006 CPI ad,. from sector sector
Farm-based 2,852 38% 35% 63%
Labor sale 1,599 21% 28% 39%
Off-farm 2,341 31% 27% 40%
Service 446 6% 5% 8%
Other 356 5% 5% 11%
Total 7,594 100% 100% 161%
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Methodological elements
The sample

Previous data collections

RDRS started to collect impact survey data in 2@¥xign, data collection and analysis were
done by the Research, Monitoring and Evaluationti@gcwhich was absorbed into the

North Bengal Institute (NBI), an RDRS-affiliatedsearch and advocacy unit in Rangpur, in
2004. NBI collected data in 2000, 2001, and 200# Z002 survey was a re-survey of the
2000 sample. A conjoint analysis has not been dioneach round, a respondent each from
close to 800 group member households was interdewging a structured questionnaire.
These three rounds were essentially consideredraig period. RDRS staff performed

limited analyses and circulated small reports be 2001 and 2002 rounds internally
(Ferdous 2002: ; Ferdous 2003). The 2003 rouncetheg with the data and in-depth

interviews of a small sub-sample in 2005, was amlyin the above-cited report “The

Incomes and Participant Careers of the Poor” (Bemd Ferdous 2005).

The 2003, 2005 and 2007 rounds form three wavespaiel survey analyzed in this report.
Sampling procedure

Planned

Each of the four annual Impact Survey waves 20DO3 aimed at 800 RDRS member
households. The sample size was determined by itapaot estimation considerations.

Households were sampled from lists of all RDRS-sutgal neighborhood groups that the
NBI obtained from the Micro-finance Department. e with less than three years with
RDRS were excluded. Also excluded were groups tasslsy the RDRS Char Development
Project (CDP), who were living on sandbar islandsa(s), primarily in the Brahmaputra

River. Their vulnerability is significantly differ¢ from, and worse than, that of the mainland
groups.

Groups were distinguished by group status. In RDIR§o, “primary groups” were those

intensively followed by extension workers and net gertified to join local federations;

“secondary groups” had less intense contact wittRBDtaff and were encouraged to join
federations. Many secondary groups were in fact bees of federations, but the actual
membership status was not available in the sampiamge.

From the remaining list 14,999 mainland groups dbas 2002: 9, Table 3.3), the sample
was drawn as a stratified multistage random sam@teata were formed on disaster
vulnerability (proxied for by the East and West en the zones formed by cutting the
crescent-shaped working RDRS area along the riveasfR) and on group status. Each
stratum was to have 200 units.

In each zone, one of the mainland RDRS Projectdffigld coordination units, one or two
per district) was randomly selected, and then fiwithin it two Upazilas (sub-districts).
Within a selected Upazila, 5 Unions were selectathin each Union 20 groups, and within
each group two member households. This table skimsviactors that each stage added:
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Table 23: Stages of the sampling process

Unit Multiplier at unit stage Units in sample
Project Units 1 from each zone excl. CDP 2
Upazilas 2 from each selected Project Unit 4
Unions 5 from each selected Upazila 20
Groups 20 from each selected Union (10 400

primary and 10 secondary groups)
Households 2 from each selected group 800

The size of the sample frames at a given levekdafror example, there were 16 Upazilas in
the West Zone (counting Thakurgaon East and West@s and 12 in the East. The average
number of Unions in an Upazila was 9. The mean rarmoblisted groups per Union, for the

5 Unions selected in Bhurungamari Upazila for exgnwas 61. The mean number of
member households per group in the Bhurungamamis+rUsampling frame was 17.

Thus, although the sample is not an equal prolalsgimple, it is a true probability sample in
the sense that the probability for each group teddected can be computed.

The realized 2003, 2005, 2007 samples

The 2003 round returned surveys of 798 househotdsirig 4,150 household members, after
replacing unavailable group members or defunct ggoad-hoc in the field. 776 of these
produced listwise complete information for the esgion models for the 2005 analysis.

17 of the 798 respondents in 2003 were lost in 2808 a further 26 were lost in 2007. One
respondent unavailable in 2005 was re-interviewe2D07.

Attrition by 2007 is significantly associated widitological zone, with larger losses in the
RDRS East Zone, which traditionally has higher rmiign rates. Otherwise, the logit
regressions of 2007 participation show no signifiGssociation with age, respondent gender,
2003 family size or 2002 p.c. incomes.

For most analysis, therefore, the listwise compdaimple size is 755 or 756.

Sampling weights and correction for attrition bias

We do not use sampling weights or weights invess@e probability of staying in the sample
to correct for attrition bias. We believe that reampling errors are more important than
those induced by the sample structure. Therefoee dbnsiderable effort to calculate
probability weights does not seem justified. Moreowur analytic workhorse, the STATA
proceduranrunning(see separate reference), does handle analytghtsdout not probability
weights. Inverse probability weighting as a resdilprobit or logit analyses of attrition is not
done; attrition was minor and was not significamityrelated with greater poverty.

Measurements

Changing thematic foci by survey wave

The thematic elements of the Impact Survey evolneparts over the three waves 2003 —
2007. Annual household incomes for 2002, 2004 &b 2vere measured identically (except
for an additional category for income from opergtiickshaws or vans added for 2006).
Asset values for land, other productive assetsnamdproductive assets were elicited in 2003
and 2007. Items on non-productive assets were mareerous in 2007. Social development
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variables, including contraception and latrine asel school enrolment of children, were
included in 2003 and 2007. Significant positive amgbative life changes in the twelve
months prior to interviews were elicited in 20081 &007. Involvement of respondents in the
local RDRS Federations was measured in 2007 only.

Household demographics and adult equivalents

The Impact Surveys did not use adult equivalentswworked with per capita incomes. As far
as we can tell from the reports (Bangladesh Budmd&statistics 2006: ; Bangladesh Bureau
of Statistics 2007), the BBS 2000 and 2005 surveyspse poverty lines we used for
comparison, did not use adult equivalents.

We did not use a fully-fledged household demogmasichedule. We collected information
on the number of adults and children living in tlmusehold at the time of interview. The
numbers of girls and boys of school-going age ak tlvese of currently attending school
were also collected.

Zaman (1999: 20, fn. 27) used the following adwjuigealent scale: adult male (1), adult
female (0.83), 10-14 year olds (0.83), 5-9 yeas@7), 1-4 years (0.5), babies (0.2), based
on earlier work by the World Bank.

Annual household incomes

Income data is arguably the most important parthef Impact Survey. A field calculation
proforma was developed, as part of the questioean&let income was transferred to the
database for each of the 13 categories. For thiy/stategories # 1 - 6 were lumped together
as farm-based income, # 7 and 8 as off-farm busime®me, and # 11 — 13 as other income.
In 2007, a category was added for income deriveoh foperating rickshaws or vans. It was
lumped together with off-farm business income. Téatal value of owned dwellings or of
free accommodation was not calculated.
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Figure 16: Annual income proforma

Annual household income (last year income in Taka)

Involved .
. . Production/ .
Income source family Gross income . Net income
Operational cost
members

. Home-gardening

. Tree-product sales
. Crop production

. Livestock rearing

. Poultry rearing

. Fish-culture

. Off-farm IGA

. Small business

. Service (salary) [X]
10. Labor sale (wage) [X]
11. Rental income
12. Remittance [X]
13. Other
Total annual income - - -
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CPI adjustments

We inflate 2002 and 2004 incomes to 2006 consumiee (instead of deflating 2004 and
2006 incomes to 2002 prices). The inflators usegtweased on a Bangladesh Bank CPI table.
The table below also holds purchasing power paiii?P)-adjusted US dollar to Taka
exchange rates. For the year 1993, to which thee“@illar a day a person” extreme-poverty
line is anchored, our two sources do not agreeugéeSillers’ value because his tables allow
us to connect to the CPI values of later years.udgethe one dollar line only for illustrative
purposes, and only at one point; our analysis ey and vulnerability is predicated on the
BBS poverty line for rural Rajshahi division andoigrely in Taka.

Table 24: CPI-based income inflators; PPP-adjustedxchange rates

Year or 12-m PPP-ad;. PPP-ad;.
period CPI Inflator |Source e>_(change rate exchange rate
Sillers UNDP

1993 86.56 | 2.0337 | Calculated from USAID/Sillers 12.701 10.041
1995-96 100.00 | 1.7604 | Bangladesh Bank 10.735
2002-03 135.97 | 1.2947 | Bangladesh Bank 11.994
2004-05 153.23 | 1.1489 | Bangladesh Bank 12.480
2006-07 176.04 | 1.0000 | Bangladesh Bank 13.010

(Sillers 2005: ; Bangladesh Bank 2007: ; United Nat

ions Statistics Division 2007)

Since many of our local contacts — interviewees laystanders — whom we met during life
history emphasized the recent food price escalatiencompared the CPI changes to one of
the essential food prices that RDRS has been tiokem Rangpur (through Health Program
staff) on a monthly basis.
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Figure 17: Prices of rice and daily labor in the Ragpur area, 1996 - 2007

Price of rice and daily wage evolution
RDRS market monitoring region
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It is obvious that in 2005 the relative price oferioutran that of casual labor, but wages
caught up again in 2006. This discrepancy for astuthial period in 2005-06 would not in
itself explain the slowing of real income growthchase higher farm-gate prices may have
offset part of the effect in the sample populatidfe do not have farm-gate price data.
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Figure 18: Comparison of national CPI and select rgional prices

Comparison national CPI - select regional prices
Bank of Bangladesh CPl and RDRS market survey data
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Averaged over the CPI reporting years, the priceaef follows the CPI graph at fairly equal
relative distance from 2002 to 2004, and then agugres it slightly more closely. However,
we feel that we did not have enough informatiorsecond-guess the CPI as an appropriate
inflator. By choosing an inflator based on RDRSigul food prices, we would have given
priority to the high food content in the basic need the poor, but would also have lost the
possibility to inflate the BBS 2000 and 2005 incen@ 2006 prices. We chose the CPI.

Descriptive income statistics
Here and in the remainder of this appendix, STAT#pat is displayed in unedited format.
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Assets

Land
The areas and estimated value of homestead andqtineal (chiefly farm) land were elicited
in 2003 and 2007. In 2007, information was soud$ an the reasons for changes in land
ownership and ownership of land with female respgotsl A cursory analysis was done of
some of the land-related variables.

+ /
! 0 # $ % # #&
1
)0 |( vokk( ' '+
0 % "))+ *) ('*
)o ( +((C + ) ¢
0 e (e )

Households without any land of their own were re&dy rare in both years, and so were exit
from and entry to total landlessness in the fowarysterval:
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Using a transformation that is not scale-neutnad ilbcludes the landless,
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the correlation coefficient between the amountsued owned in 2003 and 2007 is 0.81.

Value of other productive assets
Attempts, in 2003 and 2007, to measure the valygraductive assets other than land were
not convincing. In 2005, a measurement was noirguied.

# $ % # #&
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A large number of respondents (496 in 2003; 512007) claimed not to own any such
assets.
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Failure to estimate these values for each waveimdites the possibility to estimate asset-
based models of income-based vulnerability.

Non-productive assets

Most of these concerned durable consumer goodst Téleation may be as problematic as
that of the productive assets, but item-wise owmprstatistics have some illustrative value.

Figure 19: Ownership rates of selected household sets, 2003 and 2007

2003 2007
Bicycle 44.2% 45.2%
Radio or cassette recorder 15.8% 16.7%
Television 4.5% 12.8%
Table or ceiling fan 3.9% 10.1%
Motorcycle 0.1% 0.7%

Ownership of items to which others are nowadayfemed (motorcycles to bicycles; TV to
radios) has stagnated. Ownership of TV sets, tabteiling fans, and motorcycles all more
than doubled in the sample households betweenrgtehd third survey wave.

An attempt, in 2007, to use a Rasch scale of haldetems that had been calibrated against
a welfare measure of a large household sample ké&ewin Bangladesh (Benini 2007hb),
failed. It had been suggested as an experimerddsily replace income measurements with
household asset scale in future RDRS Impact Surveys

Instead, RDRS monitors, during the 2007 data cwodlec enquired into ownership of
furniture items in greater detail. Some of thisomfation, when combined with other
dichotomized variables, has medium Mokken scalgb#is in:
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More testing is needed to assess the pros andafomsome measurement vs. household
item scales.

Social development indicators

For this study, we work with part of the social dpment indicators only on which one or
several survey rounds collected data. These concern

Ownership of latrines
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Use of contraception among eligible couples
School enrolment of girls and boys of school-gage

Membership in local associations
Involvement in the local RDRS Federation.

Data on the first three was collected in 2003 aD@72 results are reported in the main body.
Local association membership was selectively eliciin all three waves, with some
indicators seeing their definitions changed. lused here only sporadically, such as in a
reference to growing membership of the sample Humide in NGOs other than RDRS.
Involvement in federations was supposed to be ceiein 2005 in time for a federation

study, but this was done only in 2007. Only parthaf indicators has been analyzed so far, as
abridged below.

Involvement in the local RDRS Federation

A fairly strong Mokken scale was obtained for tbiédwing:

! o" 3 4 54. 6
1
> 0 * ++( 3 ?
0
> 0 N+ 3 ?
0
0 + 8.
> 0 '+ * )+ 3 8 ?
0
o™ +) ( +" ! ?
0 8 8
> 0' + +( 3 ?
0 8
> 0" )Y + )* @9 8 8
0 ?
> Q"% *q **( # ? '
> 0™ ** (( * @9 8 8
0 ? A 8
> 0™ + ++( B /9 8 C
0 ?
1
#11 40 ) +*+

#1 -+'+D+(*. 4E2 *

Various regression models gave no indication theinger federation involvement was
related to relative income change 2004-06, and thuscome vulnerability. In the opposite
direction, there was weak evidence that higher éloolsl incomes favored stronger
involvement by the respondent.

Flooding by major rivers

In order to better understand why income growthvelb in 2005-06, we compared also the
days June through September in several years dwtingh the major rivers flowing through
or near the sample sub-districts were above daleyet. The data was collected by the
RDRS Kurigram Unit from government offices in thasE Zone.
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Table 25: Days of major rivers flowing above dangelevel

Year Dharla Brahmaputra Teesta

1996 10 6 1
1997 4 0 0
1998 18 11 0
1999 8 0 0
2000 7 8 0
2001 0 0 0
2002 13 10 0
2003 14 12 0
2004 15 9 0
2005 7 2 1
2006 0 0 0
2007 9 9 0
Total 105 67 2

The findings, however, are counterintuitive. Thesere many more above-danger flow days
in the two rivers endangering the East Zone pojurdatin the period with strong growth

2003-04 than in the subsequent two-year periodnvgnewth slowed. However, much of the
flooding is local. A resident of Nageswari bazdar, example, told us that the water rose
around his house in 2005 as far as in 2007, atp@ahas had bad floods twice. A Rangpur
contact felt the August 2004 floods had been paldity damaging, with effects carrying

over far into 2005. The Teesta is regulated byreabe; thus few above-danger level days.

Select modeling concerns

The multivariate line smoothermrunning

Our models are primarily exploratory ones amongnalsnumber of variables, most often
the income change from 2004 to 2006 as the depéendénhave little use at this stage for
parametric models since we do not know the funelidarm of these relationships. If our
asset data were better, we might be in a positi@stimate an asset-based income model; but
this is not the case.

In addition to simple bivariatdowess (locally weighted regression) graphs, we make
extensive use of the STATA procedumeunning a multivariate line smoother, described by
its authors, Royston and Cox (2008)unningis a fast, versatile exploration tool capable of
producing composite graphs with effect curves amdfidence intervals, as exemplified in
the following section.

Income change model with RDRS loan recovery rate eimge

Using relative household income change 2004 to 2@08& vulnerability indicator, given the
slowing of the economy, we want to explore possibbn-linear effects of economic
opportunity, previous income, and a measure okstmn the local economy. We measure
opportunity in terms of shift away from casual labncomes between those years. We
include the previous period 2002 to 2004 incomengka to control for stochastic income
changes. The 2002 income is, as elsewhere intinily,sused as a pseudo-baseline, thought
to express all previous baseline, selection andjrpro effects. We measure stress on the
local economy as change in the active recoveryfrata 2003-04 to 2005-06 in all RDRS
loans running in the sample unions. The numberoofdwers from RDRS is thought to be
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much larger than the 35 to 40 sample householdaah sample union. The loan recovery
data was provided by the RDRS Micro-finance Departihas yearly union-wise percentages.
Numbers of active loans or borrowers were not giWwe transformed the union values for
the two periods into log odds ratios, consideringt ta decline from, for example, 99% to
98% was a stronger change than from 93% to 92%.

Figure 20: Household income change 2004-06, in rempse to opportunity, previous income, and local
economic stress

Household income change 2004-06
In response to opportunity - previous income - local loan repayment

Income ratio - log10
2
1

-1 -5 0 .5 1
Change in income share from labor sale 2004 - 06

B | I —

N=755. Changes in loan recovery are logodds of active r. 2005-06 vs. 2003-04 all RDRS borrowers in Union.

The first three variables have smooths with comfogeintervals that lie outside the y = 0 line
in certain ranges, suggesting significant effettee smooth on active loan recovery runs in
the expected direction, but the effect is not sigant.

The most interesting substantive result is segharlabor sale panel. Households obliged to
earn a larger share of their 2006 incomes from alalsbor, compared to 2004, suffered
income loss. Others who reduced their labor depsnydim the same period did not gain in a
statistically significant degree. This is differemom the effect that, in a simpler model

(because the same controls were not available)shitieaway from casual labor 2002 — 04

produced on income change in that period (diagrashshown here).

We keep the above model in the appendix and ptateel main body the stylized version of
another model that, instead of loan recovery, hetuthe year of enrolment with RDRS
groups in the fourth panel. Although this is notsigstent with the assumption that the effect
of enrolment timing too was absorbed into the 2D@2me, we display this model in order to

have a link between the participant career and laevability measure. This is largely a

concession to historic symbolism.
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