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The Role of Credit in Food Production and 

Food Security in Bangladesh 
 

Executive Summary 

 

The core objectives of the research are four-folds, to review major agricultural credit 

programs in Bangladesh, to investigate the relationship between credit and food security, to 

understand the link between credit and dietary diversity and to analyze the relation between 

credit and food production.  

An in-depth analysis of a number of major agricultural credit programs (1996-2011) reveals 

that farmers who have access to formal credit prefer credit of NCB/NSB than Private 

Commercial Banks/NGOs. As for the borrowers, timely sanction of credit and hassle free 

advance is more important than lower interest rate or any waiver on interest. Lessons from 

the credit programs also reveal that, due to inadequacy of credit from a single source, 

recipients sometimes simultaneously opt for credit from other sources. In addition, credit 

swapping is also a common phenomenon- credit obtained for farm purposes are often used 

for non-farm purposes and vice-versa. 

To understand the relationships between credit and food security/dietary 

diversity/agricultural production, both quantitative as well as qualitative methods have been 

applied. For conducting quantitative analysis, primary data on 1200 households were used 

and also Household Income and Expenditure Survey 2010 were utilized. A multi-stage 

stratified sampling methodology has been used for collecting the primary data, under which 

64 administrative districts have been classified into 3 strata – low credit recipient districts, 

medium credit recipient districts and high credit recipient districts. Categorization of 

districts is based on per capita amount of credit disbursed by scheduled commercial banks, 

per capita amount of deposit and per capita bank branches (division average) as indicators 

of access to credit. 

In order to understand the profile of borrowers and non-borrowers, mainly descriptive 

analysis was carried out. Borrowers were disaggregated by credit sources and differences 

across these groups on the basis of education, land holding, income, household size, 
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occupation, food consumption, agricultural production etc. was examined. In terms of 

household profile, the difference between borrowers and non-borrowers is not that 

significant.  Quantitative information reveals that, borrowers have slightly larger family size 

with the same dependency ratio to non-borrowers. Greater proportion of non-borrowing 

households is headed by females but more borrowing households are married. In terms of 

literacy, greater percentage of non-borrowing household heads as well as greater percentage 

of members of household is literate. As expected greater proportion of borrowing 

households reside in rural areas. Total operating land, on an average is greater for 

borrowing households whereas the non-borrowing households possesses greater asset than 

their borrowing counterparts. Monthly income (farm and non-farm) is slightly higher for the 

borrowers.  

Both quantitative as well as the qualitative analyses provide interesting insights about food 

security and dietary diversity of household. Findings reveal that be it from formal, or 

informal or MFIs, most of the households avail credit for a wide variety of purposes e.g. for 

agricultural production, for doing business, purchase of food, to meet educational and health 

expenditure, for expenses like marriage, for safeguarding themselves in case of income 

shocks etc.  

While analyzing food security through quantitative data, in terms of simple averages, 

notable difference is not observed between those who take credit and those who do not. But 

both in terms of per capita expenditure as well as calorie consumed, non-borrowers are 

found to be slightly in better position. Econometric analysis however suggests credit having 

positive contribution towards food security of individuals. This finding was supported by 

both of quantitative data sets as well as by qualitative FGDs. In FGDs it came out that, 

households who get necessary food items from farm production, facilitated by credit 

financing are found to be in better position in terms of food security. From the FGDs, it is 

also revealed that, households having some other regular sources of income, facing no 

significant shocks in income and having strong coping capacity in the face of sudden shock 

are better able than others to use credit in productive purposes and to get maximum benefit 

from loan.   

Access to credit or participation in the credit program has positive impact on agricultural 

production and it has been evidenced in this study through both quantitative and qualitative 
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exploration. Estimates suggest that, availing credit have significant positive effect on total 

household crop production, in comparison to an otherwise similar household without 

receiving credit, households with credit have more crop worth 3246 taka. This observation 

has been supplemented by the FGD findings that households use credit, along with the other 

ingredients of their financial portfolio like savings, additional income, for the production of 

food crops, poultry and dairy products. The FGD findings noted that access to credit has 

given the opportunity to marginal and small farmers to plough their small plot of land and 

also has made the lease of additional land possible and in this way enables them to augment 

the household production and income.     

Given a positive association between institutional credit and agriculture production, it is 

therefore recommended to expand the agricultural credit disbursement particularly to the 

small farmers. An interesting finding of the FGD is that credit augments household income 

from farm activities as well as from nonfarm activities. In the context of Bangladesh 

expansion of non-farm activities has been considered an essential strategy to promote 

growth, employment generation and poverty reduction. Thus a careful balance must be 

maintained both formal and quasi formal institutions while devising their credit portfolio.  

In case of approaching the credit from public institutions the potential recipient has to 

undergo unofficial transaction cost like bribe or time consumption due to bureaucratic 

process (which usually arrives in the absence of speed money!). Therefore an important 

policy issue is to streamlining the bureaucratic processes in public institutions.  

It is found that households (mainly the low income ones) use credit (mostly collected from 

informal sources) to buy necessary food items. Credit facilitates household food production. 

It contributes to their primary as well as secondary income sources which are found to play 

a positive role towards household food security. Lack of credit can lead to starvation, 

reduction of household consumption and sale of asset. The situation may become even 

worse in terms of food security in bad years. Thus, in the bad years in terms of agricultural 

production, share of consumption loans may be increased.  Besides, relaxation of collateral 

for small loans will be helpful for poor farmers. These measures for agricultural credit will 

be helpful in reducing rural poverty. 
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Marginal and poor farm households, not having access to formal lending sources except 

MFI, utilize the non-farm credit for agricultural purposes. But this installment based credit 

is not suitable for ‗point-input point-output‘ type agricultural, especially crop activity.  

Steps should be taken so that MFIs can arrange appropriate agricultural (crop) credit scheme 

for the marginal farmers and landless sharecroppers. 

Medium and large farm households rent out a significant portion of their farm land as they 

themselves are engaged into more profitable and capital intensive non-farm activities. 

However, they use their comfortable access to formal agricultural credit and utilize credit 

for non-agriculture purposes. The lending agency should take care whether agricultural 

credit is used for due purposes and if it is not, corrective measures should be taken. 
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Chapter 1 

Background of Research and Research Questions 

1.1 Background of the Study 

In the context of least developed countries, lack of access to financial services is often 

argued to have constrained poor individuals from utilizing their economic potentials. There is 

no denying the fact that, lack of credit acts as one of the crucial impediments towards 

employment generation, savings mobilization, investment activities, consumption smoothing 

etc. of the rural poor in particular. It is also argued that credit help the farmers to invest in 

modern methods of cultivation and aids them in terms of better cultivation practices, 

marketing, storage etc. For the developing countries like Bangladesh, credit markets are 

often under developed both in terms of coverage and size of loan, which has forced the 

credit-constrained households to avail credit from informal sources at high rate of interest 

and also with unfavorable terms and conditions.  

Against this backdrop, this research attempts to understand the importance of credit in 

facilitating agricultural production and meeting/improving nutritional requirements of the 

recipients of credit. It therefore expects to provide empirical evidences of the role of credit in 

food security, dietary diversity and food production which will help to formulate appropriate 

policies for fulfilling the requirement of credit for the credit constraint households and 

farmers. The key objectives in this context are as follows:    

 To review the major agricultural credit programs during the past 15 years, 

including programs that are currently in use. 

 To develop a profile of the agricultural households receiving credit and those who 

do not, including sources and interest rates paid and purpose of the loan. It has 

therefore analyzed the socioeconomic characteristics of both credit recipients and 

non-recipients.  

 To examine the impact of credit (by type) on agricultural production and to 

understand the ways credit can contribute towards fulfilling dietary diversity.  
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1.2 Objectives of the Study  

In the context of the broad objectives as outlined in section 1.1, the research will attempt to 

fulfill the following specific objectives:   

 Credit Programs and Access to Credit: The research aims at assessing past and 

present agricultural credit programs in Bangladesh; identifying the percentage of poor 

farmers who get credit, and the interest rates they pay; examining the availability, 

access and terms of credit in relation to the poorest quintile compared to that in 

higher income groups (e.g. the analysis by expenditure quintile and by size of farm), 

to gender, to geographical distribution and to remittances. In this respect the study 

will attempt to discuss in detail the previous government interventions in credit 

market (e.g. through credit subsidies) and the impacts of such programs.    

 Source, Size and Purpose of Credit: It plans to describe and quantify various sources 

of credit (e.g. public sector bank, private sector bank, NGO, landlord, friends and 

relatives); the size of the loans and how it varies by expenditure class and gender; the 

interest rates charged at different sources etc. The study aims at relating the purpose 

of receiving credit and agriculture and the percentage of borrowers, by expenditure 

class, who are willing to borrow more at the same rate of interest as they paid for the 

existing loan. It therefore expects to identify the percentage of poor farmers who get 

credit, their socioeconomic and demographic characteristics, geographical 

distribution, the size of loan that they receive and the interest rates they pay. 

 Credit and Farm Production Decisions: The research ascertains if there is any 

relationship between credit and production decisions (choice of crop, use of fertilizer) 

of farmers, and if possible with market participation. It conducts the study separately 

based on: (i) credit constraints and (ii) credit used, while applying suitable 

econometric methods and controlling for income and/or farm size and gender. It 

compares the availability, access and terms of credit received by the small and 

medium farmers and also across geographical areas.  

 Credit and Food Security: With HIES 2010 data as well as with primary survey, the 

research estimates a relationship between food security and use of credit.  

 Enhancing Household Food Security through Credit: It identifies key implications 

for policy makers to use credit as a tool to promote food production and food 

security.  
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1.3 Key Research Questions of the Study 

 

In relation to these objectives, the study aims at analyzing and answering the following 

research questions: 

 What are the research questions that the researchers have been trying to disentangle 

in relation to the relationship between agriculture credit and food security and 

agriculture production? What type of methodologies are they applying? What are the 

key findings of their research? 

 Who are the recipients of credit (e.g. socio-economic profile of recipient and non-

recipient households)? What type of credit (e.g. informal, formal, quasi-formal) 

households receive most? What interest rates they pay for their loan? 

 In which ways credit help in enhancing agricultural production?  

 In which ways credit contribute towards fulfilling food security? 

 How credit contributes (if it does) towards dietary diversity? 
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Chapter 2 

Review of Literature & Agriculture Credit Program Review 

 

2.1 Review of Literature 

A number of studies have attempted to analyze the issue of food security in greater detail 

and from their findings the concept appeared to be rather flexible. Food security as a 

concept originated only in the mid-1970‘s during the global food crisis. According to 

Maxwell and Smith (1992), there were about 200 definitions regarding food security in 

published writings. The continuing evolution of food security as an operational concept in 

public policy has reflected the wider recognition of the complexities of the technical and 

policy issues involved. In this context, Rao (2007) developed a benchmark compendium on 

food security-related research complemented by an extensive bibliography ranging over 

four decades of research on food security with particular reference to Bangladesh. In his 

study, he cited the 1996 World Food Summit (WFS) definition of food security, which 

defines the concept as: ―food security exists when all people, at all times, have physical, 

social and economic access to sufficient, safe and nutritious food to meet their dietary needs 

and food preferences for an active and healthy life‖. This definition of food security can be 

considered as the most up to date and carefully formulated redefinition of food security.  

 

A seminal study by Sen (1981) emphasized on the issues of consumption, demand and 

access to food. Eschewing the use of the concept of food security, Sen spotlighted on the 

entitlements of individuals and households. A World Bank report (1986) on poverty and 

hunger on the other hand focused on the temporal dynamics of food insecurity and 

introduced the widely accepted distinction between chronic food insecurity and transitory 

food insecurity, which was also used by Sen et al. (2004) in exploring the chronic poverty 

situation in Bangladesh. Drawing comparison of food security definitions over the last two 

and half decades, Faridi and Wadood (2010) commented that food security can be described 

as a phenomenon relating to the nutritional status of individual household member. They 

investigated the determinants of household food security situation in Bangladesh and found 

that different household characteristics are strongly correlated with food security indicators. 

Their econometric analysis revealed that food security indicator was also highly sensitive to 

rice price changes. While comparing different occupational groups, the researchers found 
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that compared to the self-employed-both in agriculture and non-agriculture sector, wage 

earners, both daily wage and salary wage earners, are worse off in terms of food security 

status. While analyzing food security, Rahman (1999) observed that there exists ambiguity 

in the existing literature regarding the definition of food security and mentioned that the 

concerned researchers did not provide any specific distinction between the concepts of 

poverty (especially extreme poverty) and food insecurity.  She concluded that food security 

can even be attained amidst certain poverty level. Her analysis also revealed that, there is no 

certainty that acceleration of food production will augment food security or reduce the 

number of food unsecured population. Instead the precondition of ensuring food security is 

to increase the entitlement of particular community through creating employment 

opportunities and keeping food price level stable.  

From the definitions it is evident that the concept of food security is a multidimensional one 

and, therefore its measurement is quite complex and challenging. In line with the WFS 

definition, Babu and Sanyal (2009) underscored three core determinants of food security: 

food availability, food access and food utilization. Measurement of these determinants is 

essential to quantify food security of a population. The authors discussed various 

methodologies to measure food availability, access and utilization. They advocated that 

Hentschel et al.‘s (1998) small area estimation method is one of the most common methods 

for measuring household food availability. However, data constraint is one of the major 

difficulties in measuring food availability since data on income and consumption comes 

from household surveys of a smaller sample size. Hentschel et al. (1998) in this context 

developed a method of combining sample survey data and census data for yielding predicted 

poverty rates for households covered by the census. They then measured food or nutrient 

intake at the household level and used it as a measure of access to food for households. Data 

on household expenditure on food, calorie intake, household pattern and composition from 

household income and expenditure surveys are used to define access to food. Finally, food 

utilization is measured by comparing food intake data with recommended intakes of energy 

and other nutrients according to their age, sex, body size, and physical activity. 

Babu and Sanyal (2009) also pointed out alternative approaches of measuring food security, 

which include interaction approach, coping strategy or chronic vulnerability approach, and 
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scaling approach. They discussed the interaction approach developed by Haddad et al. 

(1994) which emphasized on an overlapping technique to determine the extent to which a 

proportion of household are insecure in terms of various dimensions. According to the 

authors, the traditional indicators like calorie adequacy are difficult to be incorporated into 

ongoing monitoring and evaluation systems and they therefore developed a conceptual 

framework for identification and evaluation of alternative indicators of food and nutritional 

security. They came up with the conclusion that relatively simple indicators perform better 

in measuring food insecurity. They proposed that indicators like uniqueness of food 

consumed, region, dependency ratio, household size, rooms per capita, incidence of illness, 

sanitation facilities, etc. coded with only two or three different values can be used to 

identify households at the risk of food insecurity. Secondly, Babu and Sanyal (2009) 

described the coping strategy approach developed by Maxwell (1996). In this approach a 

cumulative food security index comprising of six food coping strategies of the households 

in the face of insufficient food consumption was used to quantify food security score. The 

author developed an indicator to capture short-term food sufficiency and food security at 

household level to use such an indicator for quantifying the determinants and impact of 

long-term adaptive strategy. He identified a range of short-term coping mechanisms and 

collected information about these individual strategies through in depth interviews. These 

short-term coping mechanisms include, eating foods that are less preferred, limiting portion 

size, borrowing, maternal buffering, skipping meals, and skipping eating for whole days.  

Using a simple scale for the frequency of each individual strategy and incorporating 

weighting factors, Maxwell developed a cumulative food security score or index which can 

be used both for bi-variate comparison of groups or multivariate analysis of nutritional 

status. Finally, Babu and Sanyal (2009) shed some light on the scaling approach of Bickel et 

al. (2000) to assess the ways households go through different experimental and behavioral 

stages leading to food insecurity. Bickel et al. (2000) took into account six core-module 

food security questions asked in Current Population Survey (CPS) for the households of the 

USA and combined them into a single overall measure of food security scale. The scale was 

continuous and linear, and measured the degree of severity of food insecurity experienced 

by a household in terms of a single numerical value. 
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Various methods and measurement techniques, as discussed above, suggest that food 

security is indeed a comprehensive issue involving a number of aspects and these different 

issues affect food security both directly and indirectly. Braun (2009) summarized various 

risks that can have severe impact on the food security status of poor. These risk factors 

include high and volatile food prices, financial and economic shocks, impact of climate 

change, and epidemic outbreaks. Instability in food prices limits food consumption and diet 

quality and economic shocks lead to job loss and credit crunch. Climate change causes 

droughts and floods which affect food supply and thereby exposes the poor to food 

insecurity. The risks of human disease as well as crop and livestock disease also affect food 

security of the poor.  

Against this backdrop, the role of credit in attaining food security is an interesting area to 

investigate. While analyzing the effect of credit on food security, Saha and Dutta (1971) 

showed that adequate supply of credit has positively influenced the growth of agricultural 

output and farm income in many countries. Yet the small and marginal farmers who 

constituted approximately 80 percent of the farming population of Bangladesh did not 

receive adequate agricultural credit from the formal sector and the credit allocated to the 

agricultural sector by the formal institutions fell far short of actual requirements (Census of 

Agriculture, 1996). A long standing hypothesis has been that, despite their higher 

profitability in relation to traditional crop varieties, poor access to credit is the main 

constraint on the adoption of High Yielding Varieties (HYVs). The study conducted by 

Rashid et al. (2002) re-examined the issue in the context of a specially designed group 

based lending program for small farmers. They classified this group of farmers as the one 

who neither have access to formal credit nor qualify as members of micro-credit 

organizations. Using Heckman‘s two-step method, the authors found that credit limits from 

the lending programs and informal sources are significant determinants of small farmers‘ 

choices between HYV and traditional varieties.  

Khan (1999) attempted to quantify institutional credit requirement among small and 

marginal farmers. He analyzed it in the context of Bangladeshi districts and inferred that 

small and marginal farmers required cash to purchase improved agricultural inputs, such as 

HYV seeds, fertilizers and pesticides, and to pay for irrigation. They also required 
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institutional support for investment in irrigation pump set, different farming equipment, 

drought animal etc. The study concluded that, with the advancement of technology and 

increasing commercialization of agriculture, credit requirement of these farmers had 

become more compelling. Several studies including those of Elias (1988), Rahman (1990) 

and Haq (1993), have concluded that with the introduction of technological innovation in 

agriculture, requirement for bank finance has grown, especially in the crop sector. Given the 

fact that HYV technology in agriculture is capital-intensive by nature, these studies 

recommended that a wide ranging network of credit programme can help the farmers to reap 

benefits from this technology. These studies have also found that once new production 

techniques have been established, agricultural credit has the potential to remove many of the 

technological constraints faced by the rural people, especially those by the small farmers. 

For example, extensive use of fertilizer to enhance production is a common characteristic of 

cultivating HYV crops. Therefore farmers, cultivating HYV crops require financing to 

cover the cost of chemical fertilizers and the small farmers may not be able to afford such 

cost. While using household data of Bangladesh, Barkat et al. (2010) found that, as high as 

58% of farmers covered by their survey used credit for buying fertilizer, 27% for procuring 

seeds, 38% for paying wage laborers, 11% for the use of tractors and 13% for the cost of 

power tiller. Therefore, their analysis revealed the crucial role of credit in food production, 

particularly in procuring fertilizer. In terms of the choice of crop, credit also played a 

determining role and the survey found that, as high as 66% of farmers utilize credit for 

cultivating Boro paddy, whereas about 12% use it for the production of Aman paddy. 

Apart from the production side, another important avenue of food security is purchasing 

power. There are several studies which investigated the role of finance on improving 

purchasing power and thereby inducing consumption of essential food items. Zeller et al. 

(1997) provided an extensive overview of the impact of rural finance on food security of the 

poor. They inferred that requirement of credit for the purpose of production and 

consumption are difficult to distinguish and poor people are often vulnerable to various 

production and consumption shocks. In the absence of low cost financial services, poor 

households can only respond to such shocks by borrowing from costly sources at a much 

higher interest rate. Under these circumstances, Zeller et al. (1997) argued that poor 

household‘s access to financial services can efficiently and effectively contribute towards 

generating income and stabilizing consumption, and can address the issues of long and short 
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term food security. They pointed out that the policy instruments for improving household 

food security include factors like increasing household income, stabilizing food prices, and 

improving household‘s access to inter-temporal markets shocks. The first two of these 

factors are longer term strategies and are related to production. The last one is about 

improving household‘s ability to adjust inter-temporal consumption through financial 

services like credit and insurance. The first two policies address chronic food insecurity and 

the third one focuses on addressing transitory food insecurity. Based on their analysis they 

concluded that, enhancing household food security requires provision of credit for 

agricultural production, for microenterprises and also for consumption smoothing. 

Access to credit especially from quasi-formal sources like microcredit not only improves 

the purchasing power of credit recipients but also enhances the empowerment of the 

recipient in the family. In this context, while assuming that mothers are inherently more 

conscious about child nutrition, mother‘s empowerment through income generating 

activities can be argued to have substantial positive impact on family‘s food security. 

Hazarika and Guha-Khasnobis (2008) studied household‘s access to microcredit and its 

impact on children‘s food security by linking women‘s intra-household bargaining power as 

measured by access to microcredit to children‘s health outcome. They found that according 

to ‗Collective Model‘, i.e. assuming intra-household distribution as the outcome of Nash 

Bargaining, children‘s food security is improved with women‘s access to microcredit. 

Impact of credit on income generation is also an important element of food security 

analysis.  Diagne (1998) studied the impact of credit on income and food security in Malawi 

and found that access to formal credit has marginally beneficial effect on household income 

and the impact on food security was found to be insignificant. Contrary to the standard 

practice of impact assessment by estimating marginal effect of either amount of credit 

received or membership in credit programs, he distinguished between access to credit and 

actual participation in the program. He underscored the condition under which a household 

have access to credit but can choose to borrow or not and access to credit can, therefore, be 

measured by accounting the maximum amount a household can borrow from a credit 

source. This conceptualization of credit limit allowed him to separately estimate the direct 

effect of access to credit and the indirect effect arising from household exercising their 
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borrowing options. By applying this maximum credit framework, the author showed that 

access to formal credit positively affected household income by reducing borrowing from 

costly informal sources however its impact on food security was found to be small and 

insignificant. 

Since formal credit sources in most cases exclude marginal farmers and lower percentile of 

population, analysis of quasi-formal and informal credit is quite relevant in analyzing 

income generation and food security. In the absence of well-developed financial system, 

although informal credit market has served a large number of clients in many of the 

developing countries, in most of the cases it has remained unorganized and fragmented in 

nature and has allegedly played an exploitative role (Rahman, 1996). In the context of 

Bangladesh, Khanam (1989) inferred that credit from informal sources did not help the 

farmers in the preferred manner since informal credit is not adequate in terms of loan size 

and is only available at high interest rates. While the normal rate of interest on formal credit 

did not exceed 17.5 per cent p.a., the rate of interest on informal credit ranged between 50 

to100 per cent p.a. and in certain cases it could rise up to as high as 150 percent per annum 

(Akhunji, 1982). A more recent study of Titumir et al (2005) showed that small farmers still 

depend on informal sources for credit. In this context, they found that, lack of access to 

complex bank channels and MFIs enforces the tenants and small farmers to depend on 

monopolistic moneylenders who insist on tied credit- marketing contracts. 

For the last two decades or so, the gap in credit supplied by formal financial institutions has 

partially been filled by semi-formal/quasi-formal institutions. There exists a vast body of 

literature analyzing the effect of such a source of credit on the socio-economic status of 

households. Banik (1993) noted that most of the activities of Grameen Bank of Bangladesh 

(GB) are of the ‗point-input continuous-output type‘, where the key to success of GB has 

argued to be the system of weekly repayment of loans. In contrast, agricultural operations 

are of the 'point-input point-output type' and cannot be made to yield continuous income 

generation. With the help of a study of debt and vulnerability in North-West and South-East 

of Bangladesh, Bannerman (2006) examined the issue of credit constraint of the marginal 

farm households. Regarding micro finance initiatives, the evidence remains mixed: whilst 

some studies found evidence of increased income and food security as a result of 



20 

 

participation, others suggested that households, particularly the poorest and the most 

vulnerable, often become trapped in a ‗spiraling debt cycle‘ due to their inability to repay 

initial debts. The study also found that the modal debt-management strategy is to cut down 

food consumption either by selling rice that would otherwise be consumed or by buying less 

expensive food. In addition, crops or labor are also sold in advance at discounted prices to 

meet repayment obligations. Based on his study, the author however concluded that access 

to credit is more likely to have a positive impact on long term livelihoods if credit is put to 

productive use.  

Summarizing the findings of different literature, we can conclude that for both production 

and consumption purposes, access to credit have important role to play. While commenting 

on the importance of public financial institutions such as NCBs in strengthening agricultural 

credit programmes in Bangladesh, Ahmad and Ahmed (1982) emphasized the importance of 

increasing institutional credit flows to the agricultural sector. Several separate surveys in the 

context of Bangladesh, including those of Rahman (1972), Akhunji (1982) and World Bank 

(1986) have evaluated the relative performance of institutional credit agencies in meeting 

the credit need of farmers. These studies noted a sharp increase in agricultural credit 

requirements between the pre-independence and post-independence periods, with a much 

larger proportion of agricultural credit requirement being met by institutional sources 

throughout the 1970s. However, they observed a proportionate decline of such trend over 

time, with agricultural credit constituting a much smaller component of total institutional 

credit. MOP (1991) also reported a sharper reduction in the proportionate share of 

agriculture in institutional lending. Hossain (1977) in an earlier study observed that 17 

percent of the small farmers in Bangladesh had access to institutional loans and received 28 

percent of the total credit advanced to the agricultural sector. In contrast, 61 percent of the 

large farmers in the country had received loans amounting to 67 percent of total agricultural 

credit. Finan et al. (2005) examined the pattern of the use of credit and its role in the 

livelihood strategies of the recipients in the Northwestern and Southeastern regions of 

Bangladesh. They examined issues like, the changing incidence of loan over time; the 

reason for borrowing of the households; as well as the ways indebtedness affects the range 

of livelihood outcomes. 
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To facilitate the adoption of modern technology for small farms with low capital bases, 

government of Bangladesh, prior to 1990s had adopted several policy instruments like 

ceilings on agricultural lending by different banks, ceilings on lending to farm households 

of different sizes, lending targets and guidelines, reliance facilities and government 

guarantees to the lending institution and ceilings on lending rates (Ahmed and Kennedy, 

1994). They showed that regulated credit policy with credit ceiling and credit restriction to 

crop production impede the small farms to generate adequate income to repay loans after 

meeting food and non-food consumption requirements. They concluded that government‘s 

focus on loans for crop production alone is not ideal for promoting growth and welfare of 

small-farm households. Instead they argued in favor of credit deregulation for better welfare 

outcome. 

 

Assuming that lending to agricultural sector expedites agricultural production, the 

government of Bangladesh has carried out subsidized agricultural or rural credit program, 

through specialized banks like Bangladesh Agricultural Bank and Rajshahi Krishi Unnayan 

Bank. However, the subsidized credit programs are argued to be unsustainable due to high 

default rates, poor performance of specialized banks along with credit being allocated to 

wealthiest borrowers (Rahman, Leo, and Cheng, 2011). 

 

In this sub-section more than forty (45) literatures (research papers, working papers, 

monographs, journal articles, book chapters etc) have been reviewed. The review initially 

covers the definition of food security (Rao, Maxwell and Smith), its measurement-both 

individual and household level (Faridi and Wadood, Babu and Sayal, Hentschel et al, 

Bickel), determinants of food insecurity (Sen et al, Braun), distinction among poverty, 

hunger and food insecurity (Sen, Rahman, WB). Later on the review focuses on the 

association between access to credit and food security (Zeller et al., Hazarika and Guha-

Khasnobis, Diagne) and between credit utilization and food production (Saha and Dutta, 

Rashid et al, Khan, Barkat et al). The existing literatures could not come to a consensus 

unanimously that credit plays convincing role in food security and food Production. Some 

literatures conclude in favor of the role while others conclude conservatively with the 

findings of feeble relationship among the concerned variables. On this backdrop, the present 

study finds a compelling relationship among credit, food security and food production and 
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advocates for the comfortable access to credit for the pertinent marginal community to 

ensure their food security and enhance household food production.  

 

 

 

 

 

2.2 Review of Major Agricultural Credit Programs  

Agricultural credit is considered as an integral part of the modernization of agriculture and 

commercialization of rural economy (Bayes and Patwary, 2012). In comparison to any other 

sector, agriculture as a sector depends more on credit primarily because of seasonal 

variations in farmers‘ returns. Against this backdrop, the Government of Bangladesh has 

attempted to provide adequate financial support to agricultural sector. Historically, public 

sector stepped into rural credit market mainly through Bangladesh Krishi Bank-to help 

farmers to come out of the clutches of money lenders/land owners who, allegedly charge 

exorbitant rate of interest. Over time, other financial institutions also emerged and expanded 

to cater agricultural credit requirements. 

At present, in rural Bangladesh many institutions and agencies are involved directly or 

indirectly in the provision of agricultural credit. In this regard, Bank and Non-Bank 

Financial Institutions (especially NGOs and Cooperatives) play a leading role in financing 

agricultural loans. The formal-sector banks currently involved in the disbursement of 

agricultural credit are as follows: 

 The Bangladesh Bank (BB) 

 The Nationalized Commercial Banks (NCBs), i.e. Sonali Bank Ltd, Janata Bank Ltd, 

Agrani Bank Ltd etc. 

 The National Specialized Banks (NSBs), i.e. Bangladesh Krishi Bank (BKB) and 

Rajshahi Krishi Unnayan Bank (RAKUB) 

 

Credit from the banking institutions requires collateral (especially land). Therefore, loan 

disbursed by them goes mostly to large and medium land owners at the peril of the poor 
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farmers. Study shows that in mid-eighties, farmers had to pay up to 25% of loan money to 

access agricultural credit from various agencies- a constraint that only large and medium 

land owners could possibly bear with. On the other hand, the loan portfolio of NGOs 

consists of predominantly non-farm activities with a lesser focus to direct crop activities. In 

addition, credit from NGOs also requires that the borrower must have at least 50 decimals 

of owned land.     

This section will attempt to review some major agricultural credit programs run by formal 

institutions during the last one and half decade (1996-2011). In this regard, after a brief 

review of BB‘s role and function in the case of agriculture credit disbursement, we will 

review a special agriculture credit program, conducted by BRAC with the support of the 

BB.  The review work will continue on the credit programs and/or initiatives of two 

specialized agricultural Bank (BKB and RAKUB), one commercial public Bank (SB) and a 

microfinance institution (GB).  

 

Bangladesh Bank 

Bangladesh Bank, central bank of Bangladesh, provides institutional support for efficient 

implementation of agricultural credit policies (Sarker, 2006). The Agricultural Department 

of BB issues detailed policy guidelines for proper disbursement, utilization and recovery of 

agricultural credit for implementation through the NCBs as well as the NSBs. The Bank 

earlier used to prepare an Annual Agricultural Credit Program (AACP) that has to be 

followed by all financing banks and institutions. From 1991-92 onward, the banks and the 

financial institutions have been allowed to prepare their own AACPs for implementation 

within the framework of the credit policy of BB.   

Recently, BB announced the new agriculture and rural credit policy for FY 2012-13. This 

policy, in addition to outlining the modus operandi of disbursing farm credit, set a 

disbursement target of Tk 141.3 billion for the local and foreign commercial banks to boost 

farm output. Given its success, the target that year was raised by 2.4 per cent from the 

previous year's disbursement of Tk 138 billion. In the FY 2011-12, a total of Tk 131.32 

billion in agricultural and rural credit was disbursed by 4 nationalized, 3 specialized, 29 

private and 9 foreign banks. The amount was 95.16 per cent of the target set for the year and 
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about 9.0 per cent higher than that of the previous year. The overall recovery was reported 

67 percent during that period.  For the last fiscal, the state-owned commercial banks and 

specialized banks were given a disbursement target of Tk 83 billion. The related target for 

the private and foreign banks was set at Tk 58.3 billion. Of which, the target was set at Tk 

85.1 billion for the state-owned commercial banks - Sonali, Janata, Agrani and Rupali - and 

the two specialized banks- Bangladesh Krishi Bank and Rajshahi Krishi Unnayan Bank.   

The following matrix portrays the annual targeted credit (stated in the credit policy of 

Bangladesh Bank) and actual disbursement in recent years, which shows a bit discouraging 

scenario as actual disbursement has been declining over time. 

Table 2.1: National farm credit scenario 

Fiscal Year Targeted amount of credit Actual Disbursement (in %) 

2011-12 BDT 13,800 crore 95.20% 

2010-11 BDT 12,617 crore 96.45% 

2009-10 BDT 11,500 crore 97% 
Source- The daily Prothom Alo, July 24, 2012  

BB-BRAC Special Credit Program  

 With a view to support the sharecroppers and marginal farmers, BB has stipulated a special 

fund of TK.5000 million to provide agricultural loans (specifically called crop loans). 

BRAC, the largest NGO in the world, have been assigned with the task of distributing such 

credit under its group-based lending policies. The program started in December 2009 and so 

far could reach a vast number of sharecroppers throughout Bangladesh. 

Table 2.2: Information on loans for sharecroppers 

Source-Bayes and Patwary, 2012 

Indicators  Status as of March 2012 

Total Amount Stipulated (Tk) 5000 Million  

Disbursed Amount  4440 Million  

Number of Districts covered  41 

Number of Upazilas covered 204 

Loan Range (Tk) 7000-30,000 

Average Loan (Tk)  12,000 

Total Members (No) 2,84,000 

Total Borrowers (No) 1,75,000 

Average number of loans   2 

Scaled up (% of borrowers) 50-55 

Loan recovery rate (%) 98 

Non-eligible cases (% of borrowers) 4-5 
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This credit scheme, however, is in sharp contrast with traditional agricultural credit 

provided by public and private banks for a number of reasons. First of all, a significant 

percentage of general agricultural credit is long term in nature (primarily for the purchase of 

irrigation equipment or livestock), whereas the credit to sharecroppers is short term for 

pursuing seasonal agricultural activities, such as growing paddy. Secondly, the former 

attaches no preconditions, except collateral, whereas the latter demands some socio-

demographic and health related attitudinal change for accessing the loan. 

Bangladesh Krishi Bank 

 

Bangladesh Krishi Bank (BKB) is a 100% government owned specialized Bank in 

Bangladesh. Since its inception, BKB is involved in financing several agricultural activities. 

Out of total annual allocation of loan portfolio of BKB, 60% is earmarked for crop 

financing (www.krishibank.org.bd/ 2012). 

 

Table-2.3: Major credit programs of BKB 

Credit 

Program  

Interest 

Rate 

Target Group Area(s) of 

Loan 

Tenure Size of 

loan  

Others 

Crop Loan 

 

10% Landowner, 

sharecroppers 

and marginal 

farmers 

all the 

seasonal 

crops 

produced in 

the country 

 

on 

annual 

basis 

  

Fisheries 

Loan  

  Excavation, 

re-excavation 

of ponds, 

development 

of marshy 

lands, 

establishment 

of fish 

hatcheries 

and new 

fisheries 

projects  

 

   

Live Stock 

Loan 

  Bullock, 

Milch Cow, 

Goatery, 

Medium 

Term 
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Credit 

Program  

Interest 

Rate 

Target Group Area(s) of 

Loan 

Tenure Size of 

loan  

Others 

 Beef 

fattening and 

other draft 

animals 

Beef 

Fattening 

Program 

   one 

year 

maximum 

Tk. 

25,000/-

for 5 

calves 

Purely 

supervised 

credit,  

collateral 

free 

Constant 

Loan 

  Processing, 

preservation 

and 

marketing of 

agricultural 

products. 

 

short 

term 

  

Source-BKB Website 

 

With the changing scenario, the traditional agricultural system has been replaced by 

mechanized one. In order to meet up the changing demand of this sector, BKB offers credit 

facilities for both production and marketing of different agricultural equipment and farm 

machinery including irrigation equipment. All sorts of irrigation equipment like LLP, 

HPTW, STW, and DTW are eligible under the sector. 

 

 

Rajshahi Krishi Unnayan Bank  

 

Rajshahi Krishi Unnayan Bank (RAKUB) is a state-owned bank in Bangladesh with 

regional approach. The bank emerged as part of the plan of the government to provide 

extensive service to the agriculture of Rajshahi and Rangpur Division. RAKUB aims at 

overall development of farmers as well as the improvement of all the sectors and sub-

sectors of agriculture in that region. RAKUB finances 101 items for Agro-based Projects 

and Agro-businesses, of which one of the leading credit programs is reviewed in Table 2.4. 
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Table-2.4: An agricultural credit program of RAKUB 

Revolving Crop Credit Program 

Selection of 

Borrower 

The farmers those who are cultivating crop throughout the year can 

have loan of this credit program.  

Credit Limit Following the agro-loan program (policy) of Bangladesh Bank, one 

can get loan only for yearly crop (life time one year). But loan 

disbursement should be about approved selected crops. The old 

borrowers are also given credit again parallel with the new borrower 

according to crop credit limit. 

Rate of interest The rate of interest of corps credit is 10% (variable). Moreover Bank 

rules will be applicable if loan is not paid with due date. But good 

customer will get the opportunity of 1% rebate 

Credit Duration The duration of this credit program is three (3) year 

Renew/ Again 

Loan Grant 

The loan is automatically renewed if it‘s past year interest & principal 

amount is completely recovered. But the application and necessary 

particulars will be required to grant loan for the following facts:  

 The change of crop production plan 

 Limit exceed of consumed loan 

Source-RAKUB Website 

 

RAKUB finances the production of summer and winter crops, horticulture and nursery etc. 

High yielding and high value crops and seeds production is particularly encouraged. Crop 

sub-sector alone occupies 60% of the lending budget of the Bank. RAKUB extends credit 

facilities for systematic and commercial livestock farming which includes dairy, beef-

fattening, poultry, raising and setting up of hatcheries which in turn is expected to increase 

production of milk, meat, egg etc. As the marginal and small farmer‘s access to mechanized 

farming is restrained by the requirement of cash and collateral, the bank works as a big 

lending window while providing credit for draft animals for cultivation of land, 

transportation of agricultural products and other farming activities. RAKUB also attaches 

importance to the use of scientific method and modern technology in fish cultivation. It 

extends adequate credit support for excavation and re-excavation of ponds, round the year 

cultivation of species, cultivation of sweet water prawn and other fishes. RAKUB makes 
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use of expertise of the concerned government agencies for bringing more ponds/water 

bodies under cultivation and increasing their productivity.  

 

Sonali Bank Limited 

Sonali Bank Limited (the then Sonali Bank) commenced its rural financing program in 1973 

by financing the projects of the BRDB (the former Integrated Rural Development Program 

or IRDP). From 1976 onward on the basis of the experience gathered from indirect 

financing through BRDB, the bank started direct financing programs for rural people. 

However, in spite of its long involvement in extending credit to rural areas, the share of 

agricultural credit in total credit disbursements by Sonali Bank Limited (SBL) amounted to 

only 4.74 percent (2004).    

 

Table-2.5: Current major credit programs of SBL 

Credit 

Program  

Objective  Loan Area  Target 

people   

Loan 

Size 

Interest 

Rate  

Tenure  

Special 

Agri 

cultural 

Credit 

Program  

Increase the 

production 

of all crops 

to attain 

food 

security for 

all 

All the crops 

along with 

some non 

conventional 

crops  

Small and 

marginal 

farmer, 

Share 

cropper  

Amount 

needed 

for culti 

vation of 

maxi 

mum 5 

acres of 

land  

10%; 

2% (for 

pulse, 

oil seed, 

spices 

etc) 

 

Follow 

ing 

BB‘s 

rule 

Pond 

Fisheries 

Credit 

Program  

Excavation, 

re-

excavation 

of ponds 

and develop 

ment of 

fisheries  

  Maxi 

mum 5 

lac 

11% Maximu

m 3 

years  

Farming & 

off-farming 

Credit 

Program 

Employ 

ment 

generation, 

Income 

augmentati

on etc 

Poultry, 

fishery, Beef 

Fattening, 

Dairy farm, 

Bio gas plant, 

Nursery etc.  

Under 

employed, 

Un 

employed  

Maxi 

mum 15 

lac 

11% Maximu

m 3 

years 

Sugar cane 

production 

Credit 

Facilities  

 Farmers 

around sugar 

mill 

 Based on 

nature 

and 

necessity 

of the 

10% Maximu

m 2 

years 
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Credit 

Program  

Objective  Loan Area  Target 

people   

Loan 

Size 

Interest 

Rate  

Tenure  

project 

Special 

Investment 

Project  

Self-

employ 

ment and 

filling up 

food and 

nutrition 

deficit  

Poultry, 

fishery, Beef 

Fattening, 

Fodder centre 

etc 

low income 

group 

Maxi 

mum 5 

lac 

11% Maximu

m 3 

years 

Social 

Forestry 

Credit 

Program   

Protection of 

environ 

mental 

degradation 

and 

maximum 

use of fallow 

land  

Small, medium 

and large 

forestry  

Un 

employed 

and low 

income group 

Maxi 

mum 15 

lac 

11% Maximu

m 20 

years; 

Varies  

Agri 

cultural 

Farm 

Credit 

Program   

Encourage 

Investment 

in 

agriculture   

Dairy farm, 

poultry, 

fishery, 

shrimp 

hatchery  

Potential 

Agricultural 

Entre 

preneure 

Based on 

nature and 

necessity 

of the 

project 

11% Maximum 
7 years; 

Varies 

Source-SBL Website 

 

Grameen Bank 

 

Grameen Bank (GB) project was originated in the village of Jobra, Bangladesh, in 1976. In 

1983 it was transformed into a formal bank under a special law. In 2010, more than half (13 

out of 25) items of activities of the GB were directly involved with agriculture for which 

GB members were endowed with loan facilities; where the top 5 items were also 

predominant (3 out of 5- Milch cow, Cow fattening and Paddy cultivation) with direct 

agricultural credit.  

Table-2.6: Agricultural credit disbursed by Grameen Bank in 2010 (in 000 BDT) 

Sectors for 

credit 

approval 

Landless (Male)  Landless (Female) Total 

No.of 

Loans 

Amount 

Loans 

No.of 

Loans 
Amount Loans 

No.of 

Loans 
Amount Loans 

Agriculture 

& Forestry 
56,195 745,343,620 2,291,251 22,751,706,922 2,347,446 23,497,050,542 

Livestock & 

Fisheries 
55,010 739,725,050 1,668,822 18,782,842,033 1,723,832 19,522,567,083 

Source-GB Website 
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The following pie chart shows that 45% of GB‘s loan portfolio is aimed at direct 

agricultural credit. If indirect channeling of credit is considered, the total contribution might 

cross half of the portfolio.   

Figure2.1: Share of agricultural credit in the portfolio of Grameen Bank in 2010 
 

 

 

Source-Grameen Bank Website 

 

Comparative Analysis of Agricultural Credit Programs  

 

The preceding review of the selected Agricultural Credit Programs (ACP) has featured 

some key aspects of the agricultural credit disbursement from the supply side view. The 

following review is expected to display a comparative analysis of the credit intervention 

from both the supply side and the demand side (attained from FGD study) views; where 

access, availability and adequacy of the agricultural credit remain the focus of the review.  

 

 The BB-BRAC special credit program is exclusively aimed for the sharecroppers 

whereas other ACPs of the formal institutions are partially targeted toward the 

farmers. Even the specialized agricultural banks (i.e., BKB and RAKUB) maintain 

some non-agricultural advances in their loan portfolios.  GB provides much more 

agricultural loan (around 45% of their loan portfolio) than the largest public 

commercial Bank, SBL (around 5% of their loan portfolio). The scheduled private 

commercial banks operate agricultural credit programs as well but those lending 
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schemes constitute insignificant share of their own loan portfolios as well as of the 

total agricultural credit folder.  

A portion of the agricultural credit is sometimes channeled into some other 

investment and consumption expenditure; while a portion of credit adopted formally 

for other purpose is also invested in agricultural spending. The latter is 

predominantly found in case of NGO credit, which is taken for non-farm activity but 

is used in farm, especially crop activity.  

 Nearly two thirds of the total agricultural credit of the NSBs is earmarked for crop 

financing; in fact the crop sub-sector occupies 60% of the lending budget of BKB 

and RAKUB. Other ACPs of the formal institutions are also predominantly targeted 

towards crop financing. GB, BRAC and other NGO credit however deals 

agricultural credit in a bit different manner. As crop financing yields return after a 

certain period of time (at least after two and half months, the minimum harvest 

requirement months of any usual crop), weekly installment based NGO credit 

schemes are not suitable for such purpose, unless the recipient has alternative 

income stream to pay the installment on a regular basis.     

In the case of crop credit, the farmers who have comfortable access to formal credit 

prefer the credit of NCB or NSB rather than that of Private Commercial Banks or 

NGOs. Here, the former sources have the opportunity of flexible installment 

payment and the latter sources have lower credit ceiling with stringent installment 

payment.   

 GB credit like other NGO credit is relatively easier to access and is not strict in terms 

of collateral. Most of the formal credit schemes require formal security like that of 

landed property, and therefore are inaccessible to most of the marginal and poor 

farmers including the sharecroppers.  

 Sharecroppers have been the explicit target group of ACPs of BKB, SBL and some 

other institutions for a long time. But these institutions were not able to meet the 

existing demand; which has given rise to the special credit program of BB-BRAC. 

The farmers who are cultivating crop throughout the year can have loan from the 

Revolving Crop Credit Program (RCCP) of RAKUB. But the marginal and poor 
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farmers, having a small plot of land or having no cultivable land but renting in some 

other small plot under sharecropping contract, usually cannot cultivate throughout 

the year due to input constraints. In most of the cases, they can‘t avail the credit of 

RAKUB and other ACPs. 

However, if the marginal farm households have alternative income sources to finance 

the weekly installments of NGOs or cooperatives, they tend to take the loan from 

there and use in agriculture.  

 Loan size of SBL (amount needed for cultivation of maximum 5 acres of land) seems 

to have served the purposes more than the credit program of BB-BRAC (fixed in 

between Tk.7000 to Tk.30, 000) or that of RAKUB. The recipients are found to go 

for simultaneous credit from more than one source to meet their demand for 

financing the farm expenditure as solitary source sometimes remains inadequate.  

 There is no discrepancy in the interest rate charged for the crop loan schemes of 

BKB, RAKUB and SBL.  However, a good customer gets the opportunity of 1% 

rebate from the RCCP of RAKUB. Following the agro-loan program (policy) of 

Bangladesh Bank, these ACPs also maintain the option to provide credit at 

subsidized rate (2%) to encourage cultivation of some special crops.   

 Timely sanction of credit and hassle free advance is considered to be more important 

to the farmer than lower interest rate or any waiver on interest. In case of 

approaching the credit from public institutions the potential recipient has to undergo 

unofficial transaction cost like bribe or time consumption due to bureaucratic 

process (which usually arrives in the absence of speed money!)  
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Chapter 3 

Data and Methodology 

 

3.1 Key Sources of Data 

As discussed before, the report is based on both quantitative and qualitative analysis. The 

data used in the analysis has come from primary as well as secondary sources. The research 

report is based on 5 key sources of data: (i) published articles, book chapters, research 

reports and various other secondary documents; (ii) the Household Income and Expenditure 

Survey of 2010 (HIES 2010); (iii) a primary survey conducted on 1200 households; (iv) 

macroeconomic data of Bangladesh on various related variables and (v) 10 focus group 

discussions of credit recipient as well as non-recipients.  

Based on the 1
st
 sources of information, in chapter 2, we summarized the existing literature 

analyzing the link between credit and food security and credit and food production and 

provided a critical review of the major agricultural credit programs conducted in 

Bangladesh. In chapter 4, we attempt to examine the profile of those who received credit 

and who did not. In this context, HIES 2010 has primarily been exploited. Household food 

security and dietary diversity have been explained in detail in chapter 4 and both HIES 2010 

along with our primary survey data have been utilized in this context. The chapter has also 

been supplemented with qualitative analysis in terms of FGDs. In chapter 5, the relationship 

between credit and agricultural production has been explained with the help of 4 sources: 

macro data of overall agricultural production and credit, micro data obtained from HIES 

2010 and primary survey, along with FGDs.  

As discussed, the HIES 2010 is our prime source of data in understanding the linkages 

between food security/dietary diversity and credit, as well as with credit and food 

production.  HIES is a nationally representative household survey of 12,240 households 

where 7840 households were from rural area and 4400 were from urban area. The survey 

was carried out during February 2010-January 2011 and it was drawn from 612 Primary 

Sampling Units (PSUs). It is comprised of 16 Strata (6 rural, 6 urban and 4 Statistical 

Metropolitan Areas). HIES 2010 adopted a two stage random sampling technique within the 

structure of Integrated Multipurpose Sample (IMPS) design where the IMPS comprised of 

1000 PSUs- 640 rural and 360 urban. Here, each of the PSUs on an average comprised of 
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200 households. In the 1
st
 stage of sampling, 612 IMPS PSUs were drawn from 1000 IMPS. 

In the next stage, 20 households were drawn from each of the rural, SMAs and urban areas.  

The HIES 2010 covers a wide range of questions including household‘s income, 

expenditure, consumption, savings, education, employment, health status, infrastructure 

facilities etc. In particular, the questionnaire of HIES has given special emphasis in 

collecting information of households‘ consumption behavior (amount and value of different 

foods consumed), expenditure on different items, landholding, crop production, non-crop 

agricultural activities etc. In addition to these information, it has separate section on credit 

(section 8, part D) and agricultural enterprise (section 7). Information gathered through the 

responses on these questions is utilized in our research to understand the socio-economic 

profile of credit recipients, food security and dietary diversity, production technique etc. 

One of the shortcomings of HIES 2010 in the context of this research is, although HIES 

2010 have a separate section on credit, this data set is not specially designed for answering 

our research questions. Most importantly, ‗access to credit‘ in HIES can only be explained 

through the question ‗whether any member of the household have borrowed money in last 

12 months‘. Therefore, the particular questionnaire of HIES misses the queries regarding 

credit non-recipients (the earning members of the household who have not applied for credit 

or have failed to get access to credit instead of applying), as for example-why haven‘t they 

applied for any loan? Do they think that they are eligible for loan? Will they apply for loan 

in future, if they are ensured to get access to loan? (In case of applying) why haven‘t they 

availed the loan? How many times have they applied? When and in which institutions have 

they applied? Again, the HIES 2010 survey has not explored the unmet demand for credit of 

the household, the transaction cost of getting access to credit, the choice of credit option and 

the way of utilization of the credit. Besides, although HIES 2010 comprises of questions on 

household expenditure of different food items, it does not contain sufficient information to 

understand household food security and dietary diversity.  

Against this backdrop, we have conducted a small scale survey on 1200 households with 

special emphasis on ‗access to credit‘ and ‗food security‘. For example, in order to 

understand access to credit, our survey contains questions like, (i) whether any of the 

members of the household has applied for loan in last 12 months; (ii) if none of the 

members have applied then the reason for not applying; (iii) amount of loan received; (iv) 
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amount of loan sought for etc. For analyzing food security in great emphasis, we included 

questions like, (i) state the name of the food items that the respondent has eaten in last 24 

hours and also in last 7 days, (ii) in last 1 month whether the respondent was worried about 

sufficient food, (iii) whether they were unable to eat preferred food, (iv) whether they have 

consumed less diverse food, (v) whether they have taken food that they don‘t like, (vi) 

whether they have taken insufficient food, (vii) whether they did not have any food at all, 

(viii) whether they went to sleep being hungry, (ix) in last 12 months how many days the 

respondent reported not to have eaten anything, (x) have eaten only  1 meal a day, (xii) have 

eaten only 2 meals a day, (xiii) whether the respondent has reported to have eaten sufficient 

rice but inadequate protein, (xiv) whether the respondent has eaten adequate rice and protein 

both.  

 

To obtain a representative data for this survey, we have applied stratified sampling 

methodology. Since access to credit differs geographically across the country we divided 

the 64 administrative districts in three strata – low credit recipient districts, medium credit 

recipient districts and high credit recipient districts. This categorization of districts is 

primarily based on the per capita amount of credit disbursed by formal financial institutions, 

i.e. the scheduled commercial banks and we also take into account the per capita amount of 

deposit and per capita bank branch (division average)  as secondary indicators of access to 

credit. We used the simplest indexing formula used by the UNDP for construction of human 

development index (HDI) to develop index for the three components – per capita credit, per 

capita deposit and per capita bank branch. While constructing the index we excluded the 

districts of Dhaka and Chittagong since the disbursement of credit in these two districts is 

quite high compared to the rest of the country. We assigned 60% weight to per capita credit 

index since it is the primary area of interest and 20% weight is assigned to both deposit and 

branch indices. According to the values of the indices associated to each district we have 

classified the districts into aforementioned three categories.  This categorization gives us 19 

low credit recipient districts, 27 medium credit recipient districts and 16 high credit 

recipient districts.  

 

The next step was to randomly choose 2 Upazillas from each of the districts and then to 

randomly choose 1 Union Parishad from each Upazilla. We then prepared a list of villages 
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of the randomly drawn Union Parishads and randomly chose 3 villages from each Union 

Parishad. So, we have conducted our survey in 30 villages of 10 Union Parishads in 5 

districts. Finally, at field level a village census was conducted at each village and a list of 

households was prepared. From that list, 40 households were drawn randomly for interview. 

Hence our sample size was (30x40) or 1200 households. We ran a random draw exercise 

using Microsoft Excel and Table 3.1 shows the way we have selected the Districts, 

Upzaillas and Union Parishads.  

 

Table 3.1: Distribution of randomly picked administrative units 

Loanee 

category 
District 

No. of 

Upazillas 

Randomly 

picked 

Upazillas 

No. of 

Union 

Parishads 

Randomly picked         

Union  Parishad 

Low 

recipient 

Narail 3 
Lohagara 12 Kotakol  

Kalia 13 Joynagar 

Rangpur 8 
Badarganj 10 Gopalpur  

Pirgacha 9 Anadanagar  

Medium 

recipient 

Habiganj 8 
Madhabpur 11 Dharmaghar  

Chunarughat 10 Deorgach  

Netrokona 10 
Atpara 7 Loneshwar  

Kalmakanda 8 Kharnai  

High 

recipient 
Feni 6 

Fulgazi 6 Anandapur  

Daganbhuiyan 8 MathuBhuiyan  

 

For our purpose, to examine the role of credit in food security, random selection of 

households was extremely important. Otherwise we could end up with a biased result. We 

went for stratified sampling since we could have picked villages only from high credit 

recipient districts or only from low credit recipient districts if we applied simple random 

sampling technique. Such random draw could have produced misleading conclusion. Hence 

we felt it appropriate to categorize the districts in different strata and then to proceed for 

random draw. Since we used only formal sources of credit and only had the per capita 

monetary amounts, it was rather a very crude way to measure the degree of access to credit. 

However, it provided us with some rough idea about the districts which we believed was 

essential for our exercise.  
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In addition to micro/household level data, this analysis also utilized aggregate macro data 

obtained mainly from the Bangladesh Bank to understand the link between credit and 

agricultural production. 

In addition to quantitative analysis, this research has also included qualitative analysis, 

conducted through 10 Focus Group Discussions. The information gathered from these 

exercises have attempted to answer our research questions, especially those of 2, 3 and 1 of 

the study in greater detail. FGDs have been conducted step by step with the help of a 

checklist, prepared in advance. The checklist has been modified over time with the learning 

and experiences of the already conducted FGDs. The checklist has specifically contained 

questions which have not been approached comprehensively in the household survey due to 

the structured nature of the questionnaire. The discussion sessions attempted to explore 

whether there is any relationship between access to credit and household food security as 

well as the association between access to credit and household food production.  

Selection of FGD participants has been done on the basis of the (economic) class structure 

of whom some were from the upper middle class and above. They were necessarily from 

farm households. Villages (10 villages out of 30 which were under the earlier household 

survey) have been selected in a way that heterogeneity is assured in terms of population 

size, remoteness, livelihood opportunities, literacy level etc. In case of selection of female 

participant, some women entrepreneurs are included. Non-credit recipient (at least from the 

formal sources) villagers have also been included in the FGD session for comparison. 

 

3.2 Key Methodology used in the analysis 

The techniques that we adopted in analyzing the data sets are of standard practice. In order 

to disentangle the relationship between food security, dietary diversity and credit, both 

HIES 2010 and primary survey were used. They were also utilized to examine the link 

between credit and agricultural production. With both sets of data, in addition to descriptive 

analysis of data through tables and graphs, we applied suitable econometric methods. The 

                                                           
1
 The research questions were: (i) who are the recipients of credit? What type of credit households receive 

most? what interest rates they pay for their loan?; (ii) in which ways credit helps in agricultural production in 

terms of fertilizers, pesticides, improved farming methods etc.?; (iii) in which ways credit contribute towards 

fulfilling dietary diversity, especially during lean season? 
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key issue is to disentangle the relationship between food security/dietary 

diversity/agricultural production and credit. In this context, two issues need to be 

considered: (i) selection of suitable variables; (ii) selection of appropriate methodology. For 

selecting appropriate variable, we need to primarily define 3 variables, one for defining 

‗access to credit‘, the other two to define ‗food security‘ and ‗dietary diversity‘. For ‗access 

to credit‘ in our analysis, with both HIES and primary survey data, in most of the cases we 

use a dummy variable where being recipient of credit stands as a proxy for access to credit. 

In order to define food security, we use ‗daily per capita consumption in calorie term‘ as the 

key dependent variable in food security regressions. Defining dietary diversity is not a 

straight forward matter and in order to do so, we followed the existing literature and 

constructed certain food scores.  

 

In terms of methodology, we firstly followed ordinary least square method, where we 

primarily estimate the following model:  

Y=α+δC+βX+u 

Where, Y measures food security/dietary diversity/agricultural production 

C denotes credit program participation/amount borrowed  

X is household specific attributes and regional dummies 

  α is a constant term. 

 

However, while analyzing the effect of credit on the dependent variables e.g. food 

security/dietary diversity/agricultural production, we need to take care of the problem of 

‗self-selection‘ bias. One problem while assessing the effect of access to credit on food 

security, dietary diversity and agricultural production is that it could suffer from the so-

called self-selection bias, due to which a household having access to credit might have 

certain unobserved characteristics due to which the credit recipient might have higher 

(lower) level of food security/agricultural production. Ignoring this bias might result in 

misleading result of the role of credit. Problem of self-selection/sample-selection bias arises 

when individuals self-select themselves in certain program/intervention and they might have 

certain characteristics which are different from those who do not participate in those 

programs/interventions. While estimating the effect of such program/intervention if we do 
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not control for those characteristics, we might get biased estimates of parameters. In terms 

of our research, OLS therefore might give biased estimate of the parameters of interest e.g. 

variable denoting access to credit and we might end up with a wrong conclusion about the 

effect of credit on the dependent variables. In order to correct such heterogeneity effect/self-

selection bias, a number of estimation techniques have been applied in literature. In our 

analysis, as outlined in Wooldridge (2002), we primarily applied a treatment effects 

approach for measuring the impact of credit and while correcting the heterogeneity bias. 

Under this approach, we estimate an average treatment effects model in two stages, where 

in the 1st stage a probit model of accessibility/availability of credit is estimated, where as in 

the 2nd stage the predicted value of access to credit dummy is used in the estimation of the 

effect of credit program participation on food security/dietary diversity/agricultural 

production. Therefore, conceptually, we are aiming at estimating average treatment effect 

on the treated (ATT) while applying a 2 step procedure. The method can briefly be outlined 

in the following manner: 

              1
st
 stage: Probit Estimation of Participation:  

 C=β0+β1X1+u1 

      

 Here, C is a dummy variable of participation 

          X1 is a vector of household and regional characteristics that might affect both 

participation in the program and outcome (food security, production).  

 β0 is the intercept of the equation. 

 

From this model we save the predicted value e.g. we obtain a variable which measures the 

probability of participating in the program as a function of socio-economic characteristics 

(P(X1)). In the 2nd stage, we simply estimate an OLS of our desired dependent variable e.g. 

food security/dietary diversity/agriculture production where, in addition to a set of 

explanatory variables that might affect the dependent variable, we include: (i) a variable of 

program participation, C (a dummy which is 1 if the individual participates and 0 otherwise) 

and (ii) the predicted value of participation in the program that we obtained from the 1
st
 

stage (P(X)).  
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  2
nd

 stage: OLS Estimation of Food Security/Dietary Diversity/Agricultural 

Production: 

 

 Here, Y measures food security/dietary diversity/agricultural production 

C is credit program participation 

  P(X1) is probability of credit program participation  

λ captures causal impact of borrowing on Y  

 

This two-step method has been used in many of our estimations for understanding the link 

between credit and food security/dietary diversity/agricultural production after controlling 

for the plausible problem of self-selection bias. In addition, in order to take care of the 

problem of endogeneity of credit dummy in certain cases we instrumented credit dummy 

with two instruments - distances from bank and its square.  

 

While estimating the model we should however keep a number of points in mind. First of 

all, there is an issue of potential left censoring of the dependent variable particularly that of 

food security as there is a minimum threshold of calorie below which an individual cannot 

survive. The next step of this research therefore will be to conduct robustness check while 

recognizing the left censoring in the estimation through appropriate econometric 

methodology. Secondly, although the two step method is conceptually a treatment effect 

approach, absence of any control group is one of the constraints to validate our results. In 

contrast to the randomized treatment approach, this approach can be considered as a non-

randomized treatment. In addition, while interpreting the results, it should be kept in mind 

that, in two stage method, the standard errors are biased therefore; the level of significance of 

the models should be interpreted with caution. Finally, in the absence of longitudinal data, 

we are unable to compare the results had there been no treatment/ access to credit (before-

after), therefore, having longitudinal data would have generated more reliable estimates.  
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Chapter 4 

 

 

Credit, Food Security and Dietary Diversity 

 
 

4.1 Credit, Food Security and Dietary Diversity: Evidences from HIES 

 

4.1.1 Profile of Households based on HIES 2010 Data: 

In Table 4.1, basic features of HIES sample disaggregated across the borrowers and non-

borrowers are shown. It is interesting to find that, on the basis of simple descriptive there is 

no reportable difference between borrowers and non-borrowers in terms of food 

consumption and on average daily per capita expenditure on food is found to be 45 taka or 

in calorie term, it is around 2357 kilo calorie. On an average, the respondents are of middle-

aged-46 is their mean age. Table 4.1 shows that, borrowers on an average experience more 

shocks and also seek more social benefit in comparison to the non-borrowers. The non-

borrowers are also found to possess better health than the borrowers and on average 11% 

non-borrowing households in comparison to 17% borrowing households reported to have 

experience sickness in last 30 days prior to survey. Greater percentage of borrowers is also 

found to be engaged in agricultural activities-82% as opposed to 67%. Literacy rate is also 

found to be slightly higher among non-borrowers than among borrowers. 60% non-

borrowers in comparison to 53% borrowers have reported to have access to electricity. In 

terms of assets or landholding we, however, do not find any significant difference between 

borrowers and non-borrowers. The mean difference tests between the borrowers and non-

borrowers are shown in Section E1 of Annex E. 

Table 4.2 delineates basic characteristics of borrowing households on the basis of sources of 

credit, e.g. formal, informal and micro finance institutions. Our descriptive statistics suggest 

that, in terms of per capita food consumption, the borrowers from MFIs are in the most 

inferior position (on average 2315 kilocalorie per capita per day), whereas the borrowers 

from formal sources are in the best situation (2376 kilo calorie per capita per day). In terms 

of farm and non-farm income as well as land ownership, we also observe similar scenario 

i.e. borrowers from formal sources have higher level of income than those from MFIs. In 

terms of literacy of the member of households, borrowers from formal sources are again 

found to be in better position (45%) than those from informal sources (42%) or from MFIs 
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(39%). It is important to note that, greatest percentage of borrowers from informal sources 

reported to have experienced shock (25%) than those who borrows from formal sources 

(20%) or from MFIs (15%). Greater percentage of borrower from informal sources (68%) 

than from formal sources (61%) or MFIs (62%) also have experienced illness in the month 

prior to the survey. In terms of farm and nonfarm gross income per capita, formal borrowers 

appeared to be richer than informal borrowers and borrowers from MFIs. 

Table 4.1: Household characteristics by borrowing status 
 

Household (HH) Attributes t-statistic of mean 

difference 

Non-borrowers Borrowers All 

Mean Median Mean Median Mean Median 

Daily per capita food 

expenditure  (Tk) 

9.39*** 46.51 40.66 42.22 37.66 45.10 39.57 

Daily per capita calorie intake 

(Kcal) 

1.79* 2366 2260 2339 2239 2357 2251 

HH size 11.60*** 4.40 4 4.82 5 4.54 4 

Dependency ratio 0.43 0.38 0.40 0.38 0.40 0.38 0.40 

% of literate 12 and older 

members 

4.56*** 44 50 41 40 43 43 

% of HH experiencing shock 

in last 12 months (dummy) 

10.15*** 11 - 17 - 13 - 

% of  HH entitled to any 

social security benefit 

(dummy) 

9.29*** 22 - 30 - 24 - 

% of HH whose member was 

ill in the last 30 days 

(dummy) 

12.83*** 50 - 62 - 54 - 

% of  HH residing in rural 

area (dummy) 

4.30*** 63 - 67 - 64 - 

Access to electricity (dummy) 7.18*** 60 - 53 - 58 - 

% of  HH whose member was 

engaged in agricultural 

activity (dummy) 

17.38*** 67 - 82 - 72 - 

Monthly farm & nonfarm 

gross income per capita (in 

100 Tk) 

0.28 17 10.83 17.24 11.04 17.08 10.94 

Monthly unearned income per 

capita (100 Tk) 

9.21*** 7.82 0.21 3.59 0 6.41 0 

Total operating land (in 

decimals) 

0.23 62.69 10 63.25 14 62.88 10 

Total Assets (in 100,000 Tk)# 5.86*** 4.77 1.45 3.02 1.20 4.19 1.30 

% of female headed HH 

(dummy) 

15.20*** 18 - 8 - 14 - 

Age of HH head (in years) 8.84*** 46.61 45 44.79 44 46.01 45 

% of married headed HH 

(dummy) 

11.97*** 87 - 94 - 90 - 

% of literate headed HH  

(dummy) 

6.59*** 51 - 44 - 49 - 

# Here asset includes land/property/house/flat/stocks/bonds/financial assets/ jewelry.  

*** , ** and * indicate significance at 1%, 5% and 10%, respectively, on a t-test of the difference in mean of 

borrower and non-borrower. Here the t-tests (the null hypothesis is that of equal mean) are used to test whether 

the mean value of a particular variable is significantly different (from a statistical point of view) between 

borrower and non-borrower. 
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Table 4.2: Household characteristics for different types of borrower 

Household (HH) Attributes 

Formal 

Borrowers 

Informal 

Borrowers 

Micro-

Borrowers 

Mea

n 

Media

n 
Mean Median 

Mea

n 

Media

n 

Daily per capita food expenditure  (Tk) 

44.2

1 
38.71 43.13 36.75 

40.8

0 
37.02 

Daily per capita calorie intake (Kcal) 2376 2264 2370 2239 
231

5 
2231 

HH size 4.97 5 4.91 5 4.78 5 

Dependency ratio 0.37 0.40 0.39 0.40 0.38 0.40 

% of literate members (aged 12 and older) 45 50 42 40 39 38 

% of HH experiencing any shock in the last 12 months 

(dummy) 
20 - 25 - 15 - 

% of HH who was entitled to any social security benefit 

(dummy) 
28 - 28 - 31 - 

% of HH whose member was ill in the last 30 days 

(dummy) 
61  - 68  - 62  - 

% of HH residing in rural area (dummy) 65  - 71  - 67  - 

Access to electricity (dummy) 57  - 51  - 52  - 

% of HH whose member was engaged in agricultural 

activity (dummy) 
81  - 81  - 82  - 

Monthly farm & nonfarm gross income per capita (in 

100 Tk) 

21.5

2 
11.88 18.30 10.58 

14.6

0 
10.67 

Total operating land (in decimals) 
79.0

3 
18 78.52 21 

51.4

9 
11 

Total Assets (in 100,000 Tk) 3.90 1.50 3.14 1.15 2.43 1.05 

% of female headed  HH  (dummy) 7  - 12  -  7  -  

HH head's age (in years) 
46.0

1 
45 45.27 45 

44.1

5 
43 

% of married headed  HH  (dummy) 95  - 93  - 94  - 

% of literate headed HH  (dummy) 50  - 45  - 41  - 

*Here asset includes land/property/house/flat/stocks/bonds/financial assets/ jewelry.  

Table 4.3 shows loan characteristics by source, e.g. average amount borrowed, repayment 

period, interest rate, whether wanted to borrow more and average amount one wanted to 
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borrow. On an average, households borrow 30,210 taka, where the borrowing from formal 

sources is the highest, 41,000 taka on average. In terms of interest rate, formal sector 

charges relatively low interest rate, around 14% per year, whereas the interest rate charged 

by the MFIs is 15.4% per annum. In case of informal sources, when positive interest is 

charged, the rate is quite high, around 21%. There were some fortunate respondents who 

had taken loan at zero interest rate (i.e. 5.7% of respondents). In terms of repayment period, 

formal sector appeared to be relatively flexible with longest repayment period on average. 

As for the amount borrowed, when the respondents were asked whether they wanted to 

borrow more, around 29% responded positively with the highest response found among the 

micro-borrowers.  

The popular form of loan is annual loan. As high as 81 percent respondents prefer annual 

loan as opposed to only 12.6 percent of household who had taken monthly loan. 

Respondents who had taken both types of loan are very small-less than 1% (i.e. 0.915). One 

reasons for low monthly loan is exorbitant high interest rate of more than 7 % per month. It 

was not possible to ascertain from HIES data/questionnaire that whether the interest rate is 

already annualized and hence we consider it as monthly interest rate. If this is monthly 

interest rate, a legitimate question is why would people take out monthly informal loans 

accepting 100% annual interest rates almost for a year when according to most respondents 

that annual loans were reported at lower interest rate of 21%? Perhaps these respondents did 

not have access to information loan at a lower rate of 21% or these loans were taken at a 

time of crisis. As mentioned earlier, people who took monthly loan were only 12.6% of all 

households suggesting that this not a predominant characteristic of credit market in 

Bangladesh.  

Annual informal interest rate of 21% also points to another observation that the real term 

interest rate in Bangladesh is even lower than the real term interest rate of credit card in 

USA. For instance, in the USA, interest rates of credit card on nominal terms are about 

20%or 17-18% in real terms (after subtracting the annual rate of inflation of 3-4%). 

Whereas, in Bangladesh, a 21% informal interest rate is just about 14% in real terms (after 

deducting 6% inflation rate, lower than USA credit card rates. Thus, the interest rates (i.e. 

even informal one) do not seem high and hence demand for further rate reduction may not 

be justifiable.  
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Table 4.3: Loan characteristics by source 

Loan attributes 

Formal 

Borrowers 

Informal 

Borrowers 

Micro-

Borrowers 
All Positive 

Monthly 

Interest Rate 

 

Positive 

Yearly 

Interest Rate 

 

Zero 

Monthly & 
Yearly 

Interest 

Mean Med Mean Med 

 

Mean Med 

 

Mean Med Mean Med Mean Med 

Amount borrowed (in 1000 Tk) 41.00 12.00 33.38 12.00  55.83 15.00  74.2 15.5 18.91 10.00 30.21 10.00 

Repayment period (in months) 16.19 12.00 11.22 12.00  14.68 12.00  9.9 12.0 13.91 12.00 14.40 12.00 

Interest rate (monthly) 1.16 0.00 7.46 6.00  - -  - - 1.35 0.00 1.32 0.00 
Interest rate (yearly) 13.69 12.50 - -  21.22 16.00  - - 15.40 15.00 14.25 13.00 

Whether wanted to borrow 

more (dummy) 
28.00 - 20.00 -  20.00 -  10.00 - 32.00 - 29.00 - 

Amount one wanted to 

borrow in excess (in 1000 Tk) 
20.90 0.00 3.03 0.00  9.63 0.00  24.4 0.00 9.45 0.00 13.25 0.00 

 

In Table 4.4, usage of credit has been shown in terms of spending in education; health 

expenses, expenses related to agriculture, business, housing expenditure and expenditure 

related to food purchases, marriage related expenses etc. It is interesting to observe that, 

agriculture and businesses are the most important purposes stated by the borrowers for 

taking loan and this holds true for both formal, informal as well as for MFIs. For example 

22.38% formal borrowers take credit for agriculture and 26.3% for businesses. The 

corresponding figures for informal borrowers are 16.5% and 17.3% whereas for micro 

finance borrowers these are 17.4% and 28% respectively. Among other purposes, negligible 

percentage of households reported to have taken credit for educational purposes or for 

marriage. In comparison to businesses or agriculture (although not very high) housing 

appears to constitute around 13% of credit usage, with formal and MFI financing being 

slightly more dominant than informal financing. While looking at each of these usages 

separately, HIES data reveals that, for education MFIs are reported to be the most 

prominent source with 59% cases households take education loan from MFIs. In fact MFIs 

are dominant sources for financing all other usages as well e.g. health, agriculture, business, 

housing or purchase of food. In relative terms, in comparison to financing of education, 

agriculture or business, credit from informal sources is often used for purchase of food or 

financing health expenditure. Therefore, households often use informal sources as a means 

to finance accidental expenditure.  
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Table 4.4: Credit usage by source 
Purpose of Loan Formal Borrowing Informal Borrowing Microcredit All 

Education (29.41) (11.76) (58.82) (100.00) 

[1.97] [1.85] [2.02] [1.99] 

Health (27.85) (24.20) (47.95) (100.00) 

[4.02] [8.18] [3.54] [4.26] 

Agriculture (35.31) (11.11) (53.58) (100.00) 

[22.38] [16.51] [17.37] [18.75] 

Business (29.74) (8.33) (61.93) (100.00) 

[26.33] [17.28] [28.05] [26.18] 

Housing (29.86) (10.00) (60.14) (100.00) 

[13.56] [10.65] [13.97] [13.43] 

Food Purchase (22.08) (18.55) (59.37) (100.00) 

[7.83] [15.43] [10.77] [10.49] 

Marriage (23.86) (14.72) (61.42) (100.00) 

[3.09] [4.48] [4.07] [3.83] 

Others (29.21) (15.34) (55.45) (100.00) 

[20.8] [25.62] [20.20] [21.06] 

Total (29.57) (12.61) (57.82) (100.00) 

[100] [100] [100] [100] 
Note: Within parentheses (brackets), reported is relative frequency within its row (column) of each cell- exclusive to the corresponding 

scheme of sub-sampling.; The first row of numbers is the number of households that borrowed money for the particular purpose from the 

particular source.
 

 

In term of the overall market structure of credit, if we analyze the sources, then we observe 

formal sources as well as microfinance institutions being the prime sources of credit. This 

distribution is shown in Table 4.5. The figure also reveals that, in urban areas almost half of 

the borrowers depend on formal sources, whereas in rural areas microfinance institutions 

constitute the majority with 42% of rural borrowers borrowing from these institutions.  

 

Table 4.5: Credit market structure by source of credit 

 

 

Source of 

Credit 

Credit Sources / % Share  

Rural  Urban  Total 

Microfinance 42 31 36 

Formal 32 48 40 

Informal 26 21 24 
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4.1.2 Credit, Food Security and Dietary Diversity: Descriptive Analysis:  

Table 4.6 describes dietary diversity expressed in terms of mean Food Consumption Score 

(FCS). In Figure 4.1 the distribution of FCS is shown. From the figure, we observe a more 

or less symmetric distribution. This score has been introduced by the World Food 

Program(2009) for measuring dietary diversity, which is a frequency weighted diet diversity 

score calculated while using the frequency of consumption of different groups of food 

consumed by a household during the 7 days before the survey (WFP, 2009). In the context 

of Bangladesh, 4 groups were constructed: (i) borderline consumption (>28 and <=42); (ii) 

acceptable consumption (>42); (iii) acceptably low consumption (43-52) and (iv) acceptably 

high consumption (>52)
2
 (see Annex D). The average FCS from HIES was found to be 

67.09 with non-borrowers (67.88) having slightly higher FCS than borrowers (65.51). 

However there is no significant difference between these groups (see Section E2: Annex E). 

Table 4.7 provides detailed analysis of dietary diversity and food security in terms of 

landholding status, e.g. landless households and landowning households are divided into 

lower, middle and upper tercile. In terms of FCS, the landowning households belonging to 

the lower tercile have the lowest FCS (63.34), followed by the landless households (67.22). 

In terms of calorie intake (in terms of kilo calorie), the landless households are found to 

consume lowest calorie (2190 Kcal), followed by the landowners in the lower tercile (2207 

Kcal). In terms of, daily per capita expenditure on food consumption, we however find the 

landowners belonging to the lowest tercile spending minimum amount (42.41 taka) in 

comparison to other income groups (Table 4.7). 

In Table 4.8 a detailed description of food basket composition by credit program 

participation status is shown. On average as high as 70.26% calorie of the households are 

contributed by food grain, whereas fish constitutes about 3% of total diet with meat and egg 

products constituting negligible amount in terms of calorie consumption. Pulses, on an 

average contribute 2.31% to daily calorie intake of households. In terms of consumption of 

food items, according to our analysis, borrowers and the non-borrowers show little 

difference. In this context, we should however keep in mind that, while comparing the 

                                                           
2
 To avoid potential controversy and according to the guideline, poor consumption is when FCS is less than 

42, which is food insecure group.  
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descriptive we do not control for other variables and it might distort the actual effect of 

credit on food security and that is why we are required to examine the results through 

econometric analysis. 

Table 4.6: Dietary diversity scenario by credit program participation status 

Loan 

Status 

 

 

 

Mean 

Food  

Consum

ption  

Score 

(FCS) 

% of HHs across FCS Groups 

 

 

 

Poor  

Consum

ption  

(<42) 

 

 

 

 

Borderli

ne  

Consum

ption  

(>28 and  

≤42) 

 

 

 

Accepta

ble  

Consum

ption  

(>42) 

 

 

 

Accepta

ble   

Consum

ption  

High 

(>52) 

 

 

 

Accepta

ble  

Consum

ption  

Low 

(43-52) 

Borrower  65.51  10.83  9.87  89.17  72.64  16.53 

Non-

borrower 
 67.88  10.99  9.03  89.01  74.09  14.92 

Total  67.09  10.94  9.31  89.06  74.39  14.67 

 

 

Table 4.7: Dietary diversity scenario across landholding groups 

Household (HH) 

Attributes 

Landless HHs Landowner HHs 

Lower tercile Middle tercile Upper tercile 

Mean Median Mean Median Mean Median Mean Median 

Daily per capita 

food consumption 

(in Tk) 

 

 

 

45.9 41.2 42.4 37.3 46.7 40.4 46.1 40.6 

Daily per capita 

calorie intake (in 

Kcal) 

2189.8 2162.3 2207.0 2128.0 2342.7 2241.0 2559.0 2423.2 

Mean FCS 67.2 62.0 63.3 60.0 68.7 65.5 69.23 66.5 

% of HHs across FCS Groups 

Borderline 

Consumption (>28 

and ≤42) 

9.3 0.0 13.3 0.0 8.6 0.0 6.1 0.0 

Acceptable 

Consumption 

(>42) 

84.1  1.0 83.35       1.0 85.85 1.0 86.79 1.0 

Acceptable 

Consumption High 

(>52) 

71.8 1.0 66.0 1.0 75.5 1.0 79.8 1.0 

Acceptable 

Consumption 

Low(43-52) 

12.30 0.00 17.35 0.00 10.35 0.00 6.99 0.00 

(Lower tercile : 2.83 decimals; middle tercile:17.78 decimals ;upper tercile:181.81 decimals of land.) 
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Table 4.8: Food basket composition by credit program participation status 

 Borrowers  Non-borrowers  All 

Major Food 

Groups 

Mean 

daily per 

capita 

calorie 

intake (in 

Kcal) 

 

 
 

 

 
 Contributio

n 

to daily per 

capita 

calorie 

consumptio

n 

(%) 

 

 

 
 

 

 

Mean 

daily per  

capita 

calorie 

intake (in 

Kcal) 

 

 

 
 

 

 

Contributio

n 

to daily per 

capita 

calorie 

consumptio

n 

(%) 

 

 

 

 

 

 

Mean 

daily per 

capita 

calorie 

intake (in 

Kcal) 

 

 

 
 

 

 

 

Contributio

n 

to daily per 

capita 

calorie 

consumptio

n(%) 

Total* 2339.01 
 

-  2366.19  -  2357.15  - 

Food 

Grains*** 

1684.3

0 

 

72.01  1641.9

4 

 69.39  1656.0

3 

 70.26 

Pulses*** 50.42 
 

2.16  56.31  2.38  54.35  2.31 

Fish*** 59.99 
 

2.56  76.70  3.24  71.14  3.02 

Meat*** 18.89 
 

0.81  22.92  0.97  21.58  0.92 

Eggs*** 0.19 
 

0.01  0.22  0.01  0.21  0.01 
Vegetables** 165.65 

 

7.08  169.71  7.17  168.36  7.14 

Fruits*** 30.86 
 

1.32  33.90  1.43  32.89  1.40 

Milk & 

Dairy*** 

26.69 
 

1.14  31.25  1.32  29.73  1.26 

Sugar & 

Molasses 

38.47 
 

1.64  39.63  1.67  39.25  1.66 

Oil & Fat*** 182.66 
 

7.81  212.26  8.97  202.42  8.59 
*** , ** and * indicate significance at 1%, 5% and 10%, respectively, on a t-test of the difference in 

means of borrowers and non-borrowers. Here the t-tests (the null hypothesis is that of equal mean) are used 

to test whether the mean value of a particular variable is significantly different (from a statistical point of 

view) between borrower and non-borrower. 

 

Figure 4.1 Distribution of FCS 
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4.1.3 Credit, Food Security and Dietary Diversity: Econometric Analysis:  

In this sub-section, with the help of Household Income and Expenditure Survey 2010, we 

attempted to analyze the link between credit and food security and dietary diversity. In the 

absence of information on other measures of food security (e.g. height-for-age 

anthropometric nutritional Z-score, weight-for-height Z-score), the key representative 

variable is ‗daily per capita calorie intake‘. It has been estimated using data on total caloric 

intake for the household over the (last) 2 weeks and household size.
3
 . In analyzing ‗access 

to credit‘ the only information HIES have is, ‗whether any member of the household has 

borrowed money from a family member, friend, micro finance institution, bank or other 

sources in the last 12 months?‘ Therefore, the only way we can analyze credit behavior is 

through the responses provided by the respondents of this question. The HIES 2010 

however contains information on (i) the source of credit; (ii) amount borrowed; (iii) length 

of repayment period; (iv) monthly and yearly interest rate; (v) frequency and amount of 

payment; (vi) whether the respondent has completed repaying the loan; (vii) amount of 

unpaid loan; (viii) purpose of receiving loan; (ix) whether the respondent would have 

borrowed more money at the same interest rate and (x) whether the respondent is willing to 

take more loan at the same interest rate and if so then by how much.  

Before proceeding to examine the relationship between food security and credit, in 

Regression 1, Table 4.9, we estimated a simple probit model of ‗credit‘ where the dependent 

variable is a dummy variable (credit=1 if any member of the household has borrowed 

money and credit=0 when they have not). Most of the covariates came significant in our 

analysis. Estimates show that, female headed households have significantly lower 

probability to avail credit whereas households with larger family members have greater 

probability for borrowing. Households with older heads tend to borrow more than younger 

ones and it holds true for rural, rather than urban households as well. Regional factors, in 

most cases play an important role in accessing credit. In addition, role of education seems to 

be important in the estimation too-households with more literate members tend to have 

lower probability to avail credit. However, education level of the head does not seem to 

have important role in households‘ decision to avail credit. 

                                                           
3
 The HIES contains information on daily consumption of different items and we calculated the related 

calories for those items.  
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In the next step, as shown in Regression 2, Table 4.9, we attempted to examine whether 

availability of credit influences households‘ food security status. Here, as discussed before, 

food security is proxied by ‗daily per capita food consumption in calorie term‘ and ‗access 

to credit‘ is represented by a dummy variable of whether household borrowed money or not. 

Ordinary least square estimates reveal that, credit plays a significant role in household food 

consumption and a household with credit tends to consume around 60 calorie more per 

capita on a daily basis than an otherwise similar household without credit. Per capita calorie 

consumption appears to be higher for male headed households with smaller household size. 

In addition, households with greater number of literate adults have significantly higher 

probability to consume more calories and therefore, tend to have greater level of food 

security. It is interesting to find that, rural as opposed to urban households are more food 

secured and more aged household heads tends to have greater consumption.  

In Regression 3, Table 4.9 instead of using a single dummy variable for credit, the analysis 

has disaggregated availability on the basis of source of credit and used 3 dummies: (i) 

dummy variable which is 1 if household borrows money from formal sources, e.g. banks or 

financial institutions; (ii) dummy variable which is 1 if household borrows money from 

quasi formal sources, e.g. microfinance institutions; (iii) dummy variable which is 1 if 

household borrows money from other informal sources, e.g. relatives, friends and other 

informal sources like village money lenders. Estimates show that, all forms of credit have 

significant role to play in household calorie consumption. According to the HIES 2010, 

credit has important positive contribution on household food security. According to the 

estimates, individuals in households with formal credit consume around 66 calorie more 

than an individual in households without formal credit. Similarly households with MFI 

credit consumes 44 calorie more on an average per capita than an otherwise similar 

household without MFI credit. Similar conclusion can be made for informal credit.  

In Regression 4 and Regression 5, we attempted to estimate an alternative method for 

correcting selection bias of credit dummy on household food security. According to this 

technique, as discussed in Section 3, in the 1
st
 stage we estimate a probit model of 

availability of credit (proxied by a dummy variable of credit, which is 1 if the household has 

availed some form of credit and the dummy takes the value 0 if it has not) on relevant 

household and village characteristics and get the predicted value of credit dummy from that 

equation (Regression 4). In the next stage, we regressed our food security variable (daily per 
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capita calorie consumption) on predicted value obtained from the 1
st
 stage of regression and 

on credit dummy. Here the dummy variable of credit has turned out to be statistically 

significant with positive coefficient estimate, indicating that credit have positive 

contribution to food security. According to our estimates, other things holding constant, a 

household with access to credit consumes 61 kilo calorie more per day per capita than from 

a household without credit. 

In Regression 6, Table 4.9 instead of using a dummy for credit, we considered ‗total amount 

of credit‘ as the key explanatory variable and the estimates show that, amount of credit have 

positive and significant contribution to per capita daily food consumption.  

Table 4.9: Food security regression: HIES 

Dependent Variable 

Reg1 (probit) 
Reg2 

(OLS) 

Reg3 

(OLS) 
Reg4 (probit) 

Reg5 

(OLS) 

Reg6 

(OLS) 

credit dummy 

daily per 

capita 

food 

consumpti

on 

daily per 

capita food 

consumpti

on 

credit dummy 

daily per 

capita 

food 

consumpti

on 

daily per 

capita food 

consumptio

n 

        

Credit Dummy  60.38***   61.08***  

   (13.21)   (14.45)  

Formal Credit 

Dummy 
  66.10***    

    (20.1)    

Informal Credit 

Dummy 
  80.56***    

    (31.23)    

MFI Credit 

Dummy 
  44.37***    

    (14.6)    

Credit Total      0.293*** 

       (0.0818) 

Female Head -0.396*** -55.86** -56.04** -0.396***  -63.80*** 

  (0.0415) (23.14) -23.14 (0.0415)  (23.09) 

Household Size 0.0883*** -123.7*** -124.0*** 0.0883***  -122.6*** 

  (0.00752) (4.542) (4.56) (0.00752)  (4.536) 

Household 

Dependency Ratio 
-0.170*** -449.1*** -449.6*** -0.170***  -452.5*** 

  (0.0641) (42.5) (42.49) (0.0641)  (42.51) 

Household Literate -0.189*** 124.5*** 123.3*** -0.189***  117.1*** 

  (0.0463) (29.72) (29.73) (0.0463)  (29.67) 

Household Head 

Age 
0.0241*** 20.34*** 20.31*** 0.0241***  20.67*** 
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Dependent Variable 

Reg1 (probit) 
Reg2 

(OLS) 

Reg3 

(OLS) 
Reg4 (probit) 

Reg5 

(OLS) 

Reg6 

(OLS) 

credit dummy 

daily per 

capita 

food 

consumpti

on 

daily per 

capita food 

consumpti

on 

credit dummy 

daily per 

capita 

food 

consumpti

on 

daily per 

capita food 

consumptio

n 

  -0.0058 -3.209 -3.206 -0.0058  -3.208 

Household Head 

Age Sq 
-0.000305*** -0.123*** -0.122*** -0.000305***  -0.127*** 

  (0.0000581) (0.0321) (0.032) (0.0000581)  (0.032) 

Household Head 

Education 
0.0675 20.94 20.65 0.0675  23.06 

  (0.0411) (21.3) (21.27) (0.0411)  (21.29) 

Rural 0.106*** 86.59*** 85.87*** 0.106***  90.26*** 

  (0.0275) (14.78) (14.82) (0.0275)  (14.73) 

  -0.00335*** 3.746*** 3.736*** -0.00335***  3.689*** 

  (0.000979) (0.891) (0.89) (0.000979)  (0.883) 

Household Asset -0.00634*** 1.302** 1.308** -0.00634***  1.117** 

  (0.002) (0.599) (0.6) (0.002)  (0.555) 

Household 

Operating Land 
-0.000342*** 1.209*** 1.206*** -0.000342***  1.198*** 

  (0.000108) (0.0917) (0.0918) (0.000108)  (0.0914) 

Chittagong 

Division 
-0.431*** 60.73* 59.20* -0.431***  52.64* 

  (0.0513) (31.56) (31.56) (0.0513)  (31.47) 

Dhaka Division -0.320*** -98.83*** -101.3*** -0.320***  -105.2*** 

  (0.0476) (29.36) (29.37) (0.0476)  (29.28) 

Khulna Division -0.042 -70.47** -72.59** -0.042  -70.66** 

  (0.0517) (31.79) (31.79) (0.0517)  (31.79) 

Rajshahi Division -0.110** -60.16* -61.44* -0.110**  -62.40* 

  (0.0532) (32.36) (32.41) (0.0532)  (32.34) 

Rangpur Division -0.0606 21.31 22.01 -0.0606  19.69 

  (0.0552) (32.1) (32.14) (0.0552)  (32.12) 

Sylhet Division -0.744*** 242.4*** 243.0*** -0.744***  230.7*** 

  (0.0663) (37.88) (37.91) (0.0663)  (37.63) 

Predicted Value 

Credit 
    -1,410***  

      (73.86)  

Constant -0.825*** 2,224*** 2,229*** -0.825*** 2,809*** 2,240*** 

  (0.149) (83.27) (83.19) (0.149) (27.59) (83.11) 

Observations 12,055 12,055 12,055 12,055 12,055 12,055 

R-squared  0.194 0.194  0.041 0.194 

Note: Robust standard errors in parentheses; ***p<0.01, **p<0.05, *p<0.1 
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In the next step of our analysis, an attempt has been made to econometrically analyze 

dietary diversity of households with the help of HIES data. In order to explain dietary 

diversity with access to credit, as discussed before, we have considered Food Consumption 

Score (FCS) as the key variable for analysis with ‗total amount of credit‘ borrowed by 

household as the key dependent variable.  While estimating FCS, we should keep one thing 

in mind that, it is a categorical (rather than continuous variable) with clear ranking of 

scores. Therefore, we apply ordered probit analysis in Regression 7, Table 4.10. Here the 

dependent variable was classified into 3 categories: (i) low dietary diversity if FCS is below 

43; (ii) average dietary diversity if FCS within the range of 43 to 52; (iii) high dietary 

diversity if FCS is greater than 52.
4
 Our ordered probit reveals that, greater amount of 

credit, probability to attain higher rank in dietary diversity. Therefore, it is not only food 

security, access to credit have important positive impact on dietary diversity too. 

 

Table 4.10: Dietary diversity regression: HIES 

  
Dependent Variable 

Reg7 (ordered probit) 

dietary diversity ranking (1,2,3) 

Credit Total 0.00242*** 

 (0.000852) 

Household Size 0.103*** 

  (0.00983) 

Household Head Education -0.192*** 

  (0.0449) 

Household Monthly Per capita Unearned Income  0.00741** 

  (0.00349) 

Female Dummy -0.264*** 

  (0.0466) 

Household Dependency Ratio 0.0969 

  (0.0694) 

Household Member Literate 1.015*** 

  (0.0549) 

Household Head Age 0.00121 

  (0.00569) 

Household Head Age Sq -2.27e-05 

  (5.62e-05) 

Rural -0.325*** 

                                                           
4
 Please note that, we made only 3 categories for the sake of simplicity and ease of interpretation. This 

categorization is different from the one provided by WFP which involves more categories. 
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Dependent Variable 

Reg7 (ordered probit) 

dietary diversity ranking (1,2,3) 

  (0.0308) 

Household Asset 0.0235*** 

  (0.00680) 

Household Operating Land 0.00169*** 

  (0.000212) 

Chittagong Division 0.726*** 

  (0.0581) 

Dhaka Division 0.447*** 

  (0.0498) 

Khulna Division 0.0930* 

  (0.0537) 

Rajshahi Division -0.337*** 

  (0.0540) 

Rangpur Division -0.465*** 

  (0.0548) 

Sylhet Division 0.598*** 

  (0.0677) 

cut 1 -0.376 

  (0.150) 

cut 2 0.349 

  (0.150) 

Observations 11,975 

Note: Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1 

 

 

4.2 Credit, Food Security and Dietary Diversity: Evidences from the Primary Survey  

 

 

4.2.1 Profile of Households based on Primary Household Survey: 

This section describes descriptive results of our survey-carried out on 1200 households in 

5districts, namely in Narail, Rangpur, Hobiganj, Netrokona and Feni. As shown in Table 

4.11, majority of the households are headed by male. Average age of household heads is 

around 45 years and on an average their education level is quite low-only 3.4 years of 

schooling. Among the non-household heads, we observe similar phenomenon as their 

average education level is 3.9 years. In terms of occupation (Table 4.12), we observe pre-

dominance of farmers and 28.4% of our respondents are farmers, followed by 15% 

agriculture laborer. 
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Table 4.11: Descriptive statistics of basic characteristics of households 

Household (HH) Attributes 
Non-borrowers Borrowers All 

Mean Median Mean Median Mean Median 

Daily per capita food expenditure (Tk) 37.3 33.3 36.3 33.3 36.6 33.3 

HH size 4.5 4 5.0 5 4.9 5 

Dependency ratio
5
 0.37 0.38 0.37 0.4 0.37 0.4 

% of literate 12 and older members 40.3 40.0 37.5 33.3 38.4 40.0 

Total operating land (decimals) 84.6 30 56.8 18 65.9 21 

Total Assets (in 100,000 Tk)* 116.9 5.5 12.2 3.5 46.6 4.0 

% of female headed HH (dummy) 10.7  8.3  9.1  

Age of HH head (in years) 43.7 40 45.3 45 44.8 44 

% of married headed HH (dummy) 89.1  89.6  89.4  

% of literate headed HH  (dummy) 41.6  35.5  37.5 0 

 

In terms of credit recipients, around 29% are farmers, 14.8% are agricultural labors and 9% 

run small businesses (Table 4.12). According to our analysis (Table4.13) average yearly 

income of households is 1,29,164 BDT. Households obtain their income from a wide 

variety of sources, e.g. crop, salary income, agricultural wage, businesses, remittances etc. 

Irrespective of credit recipient or non-recipient, crop incomes constitute the largest source 

of household income (19% of total household income). Other important sources are: 

agricultural (13.8%) and non-agricultural (10.2%) wage income, salaried income (11.6%) 

and income from businesses (12.3%).  Between credit recipient and non-recipient, there are 

differences in the source of income but we do not observe any specific pattern. Credit non-

recipients however receive greater share of income from salaried jobs or remittances. On the 

other hand, credit-recipients tend to depend more on businesses or labor income than the 

non-recipients. 

Table 4.12: Distribution of credit users by primary occupation of household head 

Primary occupation 

Credit Recipient Credit Non-recipient All 

No. % No. % No. % 

Farmer 233 29.1 108 27.1 341 28.4 

 Housewife 33 4.1 18 4.5 51 4.3 

Agricultural Labor 119 14.8 61 15.3 180 15.0 

Wager Labor 37 4.6 22 5.5 59 4.9 

Service 52 6.5 36 9.1 88 7.3 

Mason 16 2.0 7 1.8 23 1.9 

Carpenter 8 1.0 1 0.3 9 0.8 

                                                           
5
Ratio of household members  who are in the following age group -below 15 or above 64 yrs - to the size of 

household 
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Primary occupation 

Credit Recipient Credit Non-recipient All 

No. % No. % No. % 

Rickshaw/Van Puller 52 6.5 14 3.5 66 5.5 

Fisherman 3 0.4 4 1.0 7 0.6 

Boatman - - 1 0.3 1 0.1 

Potter-man 1 0.1   1 0.1 

Shopkeeper 5 0.6 2 0.5 7 0.6 

Small Business 72 9.0 22 5.5 94 7.8 

Business 43 5.4 26 6.5 69 5.8 

Tailor 6 0.8 1 0.3 7 0.6 

Driver 16 2.0 1 0.3 17 1.4 

Cottage Industry 1 0.1 2 0.5 3 0.3 

Village Doctor 3 0.4 - - 3 0.3 

Imam 5 0.6 - - 5 0.4 

Electrician 2 0.3 1 0.3 3 0.3 

Barber 1 0.1 - - 1 0.1 

Household Maid 2 0.3 - - 2 0.2 

Birth Attendant 1 0.1 - - 1 0.1 

Teacher 7 0.9 8 2.0 15 1.3 

Retired Service Holder 12 1.5 3 0.8 15 1.3 

Student - - 1 0.3 1 0.1 

Unemployed 2 0.3 1 0.3 3 0.3 

Disabled 1 0.1 3 0.8 4 0.3 

Other 69 8.6 55 13.8 124 9.8 

Total 802 - 398 - 1200 100 

 

 

Table 4.13: Yearly income of the households according to credit recipient type 

Income Sources 

Mean Yearly HH income (in BDT) Share in HH income 

Credit 

Recipient 

HHs 

Credit 

Non-

Recipient 

HHs 

Total 

Credit 

Recipient 

HHs 

Credit Non-

Recipient 

HHs 

Total 

Crop 40682 40743 40702 19.1 18.7 19.0 

Vegetables 5711 10207 7087 0.8 1.3 1.0 

Fruits 2749 3632 3002 0.3 0.4 0.3 

Trees 12292 8921 10606 0.3 0.3 0.3 

Poultry 3165 3126 3150 0.7 1.2 0.8 

Livestock 15676 14988 15445 2.6 2.0 2.4 

Fisheries 11084 10885 11017 0.8 1.1 0.9 

Agricultural 

Labor Wage 37793 31498 35869 14.3 12.8 13.8 

Non-agricultural 38298 48424 41117 10.8 9.0 10.2 
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Income Sources 

Mean Yearly HH income (in BDT) Share in HH income 

Credit 

Recipient 

HHs 

Credit 

Non-

Recipient 

HHs 

Total 

Credit 

Recipient 

HHs 

Credit Non-

Recipient 

HHs 

Total 

Labor Wage 

Shop 61219 40275 55849 2.3 1.1 1.9 

Business 96013 127072 105230 13.1 10.8 12.3 

Lease 52019 58300 54317 0.7 1.2 0.8 

Rent 37192 10700 30569 0.3 0.0 0.2 

Salary 97837 110389 102441 10.6 13.7 11.6 

Transportation 66941 58863 65638 8.4 3.5 6.7 

Cottage Industry 29800 13120 24240 0.4 0.2 0.3 

Remittances 168500 197500 181389 6.1 10.9 7.7 

Gifts 15728 21431 18486 1.5 4.3 2.4 

Pension 26078 17079 22141 0.5 0.4 0.5 

Social Safety Net 

Programs 4252 3669 4032 0.8 0.9 0.8 

Other 42467 41794 42230 5.8 6.1 5.9 

Total 124008 139595 129164 100 100 100 

 

 

4.2.2 Credit, Food Security and Dietary Diversity with Primary Survey Data: Descriptive 

Analysis: 

 

Before proceeding into empirical estimation, we have attempted to explain dietary diversity 

and food security status of households through some simple descriptive statistics. The 

primary survey contains questions on households‘ food status e.g. (a) whether they felt 

worried that the household would not have enough food, would not be able to eat the 

preferred kinds of food, go to sleep at night hungry etc. As shown in Figure 4.2, as high as 

47% people of Habigonj never felt worried about not having enough food, whereas around 

25% respondents of Rangpur are often worried about food. The corresponding percentage 

for Habiganj is only 7.5% and as for Feni it is also a moderate 12.5%. In terms of the 

pattern of food, greater percentage of people from Rangpur reported that they often 

consume limited variety of food whereas smaller percentage of households from Hobiganj 

reported about such constrain in diet (Figure 4.3). As reflected in Figure 4.4, 17.9% of 

respondents from Rangpur reported that they ‗often‘ eat lesser number of meals in a day and 

27.9% expressed that ‗sometimes‘ they eat lesser meals in a day. Figure 4.5 shows the 

extreme scenario where the respondents were asked ‗how often they had no food to eat‘ and 

as expected a significant percentage of households from Habiganj (91.7%) and Feni 
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(81.7%) reported to have never experienced such a situation in last month whereas the 

corresponding figure for the respondents of Rangpur is as high as 48.8%. In addition, as 

high as 11.7% of the people of Rangpur reported to have no food to eat.  

Figure 4.2: Percentage of households worried about not having enough food in last month 

 

 

 

Figure 4.3: Percentage of households consumed a limited variety of food in last month 

 

 

 

 

 



60 

 

Figure 4.4: Percentage of households ate fewer meals a day in last month 

 

 

 

Figure 4.5: Percentage of households having no food 

 

 

 

As shown in Table 4.14, as high as 44.6% of the credit recipients depend on NGOs for 

credit whereas 14.4% seek loan from informal sources like money lenders. Neither public 

nor private commercial banks are found to be a preferable source for the respondents. In 

terms of utilization of credit, as revealed in Table 4.15, around 16% respondents reported to 

have used it for agriculture where as 15.32% reported to use it for consumption of food. 
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Table 4.14: Sources and average interest rates of credit 

Sources of credit % of credit recipient HH Average Interest Rate 

Private Commercial Bank 0.75 12.8 

Public Commercial Bank 5.22 12.5 

Krishi Bank 5.47 10.3 

NGO 44.6 17.2 

Cooperative 6.58 50.4 

Relative or Friends 19 10.1 

Money-lender 14.4 71.9 

Other 3.98 21.3 

Total 100 25.4 

 

Table 4.15: Purpose of taking loan (shown formally) and actual use of loan 

Stated Purposes Percentage of credit recipient HH's 

Purpose of Loan Actual Use of Loan 

Food Consumption 12.28 15.32 

Buying Property 15.88 13.7 

Marriage 2.98 3.36 

Health Purposes 5.46 6.48 

Education Purposes 1.99 2.24 

Agriculture 18.11 15.57 

Repayment of Loan 5.33 7.35 

Others 37.97 35.99 

In order to understand dietary diversity of the respondents, we have calculated Household 

Dietary Diversity Score HDDS
6
 (see Annex D). Average HDDS of the primary survey is 

around 6.8 which, on a band of 0-12 is exactly in the middle. Therefore, from this analysis 

we can infer that, from a dietary diversity point of view, the respondents have an average 

level of dietary diversity. Our analysis also reveals that, about 64% of the households 

consume Vitamin A rich food and around 29% households consume vitamin A from animal 

sources. Here, we have emphasized on the consumption of vitamin A because vitamin A is 

considered one of the most important ingredients in terms of nutrition and especially for 

children and pregnant women, vitamin A deficiency can cause serious implications on 

health. In addition as high as 81% of our households have reported to consume iron rich 

food. Therefore, the diet of the respondents of our primary survey appears to be quite 

                                                           
6
 In the primary survey data have been collected for 24 hour and for calculating FCS we need data for 7 days 

so for this primary survey it is not possible to calculate FCS. 
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diverse constituting vitamin A rich foods and iron rich foods. In Figure 4.7, from the 

distribution of HDDS, we can observe more or less symmetric distribution of the score.  

Table 4.16: Descriptive statistics of dietary diversity indicators 

Variable Mean 

Household dietary diversity score (HDDS)
7
 6.78 

% of Households consuming -  

Vitamin A rich food groups 63.72 

Plant foods rich in vitamin A (vitamin A 

rich vegetables and tubers, dark green leafy vegetables, or 

vitamin A rich fruits) 

52.04 

Vitamin A rich animal source foods 

(organ meat, fish, eggs or milk and milk products) 
29.44 

Iron rich food groups (organ meat, flesh meat, or fish) 80.73 

 

Figure 4.6: Household dietary diversity score 
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In Table 4.17, a detailed analysis of HDDS is shown where households have been classified 

into 3 categories-low dietary diversity groups, medium dietary diversity group and high 

dietary diversity group along with the corresponding food groups. As indicated by the 

shaded cells of the table, almost all of the households, irrespective of the sub-group of 

                                                           
7
 Minimum value 3 and maximum value 12. 
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dietary diversity, reported to have consumed cereal. Most of the households also have taken 

oil in their meal, as well as beverage item. As high as 85% households belonging to high 

diversity group, reported to have taken tubers and roots where the corresponding data for 

medium diversity households is 80% and for low diversity group, the corresponding 

percentage is only around 51%. In addition, as high as 90% households belonging to high 

diversity group reported to have taken fish and sea foods whereas only around 37% of those 

from low diversity group reported to have consumed such food items. For food items 

constituting vitamin like fruits and vegetables we also observe similar pattern: 52% 

households from high diversity group as opposed to only 1% from low diversity households 

stated that they have consumed fruit items in 24 hours prior to the survey.  

Similar analysis of households consuming different food groups but distributed across 

income terciles is shown in Table 4.18. As expected, households belonging to higher 

income tercile are found to have higher HDDS score (7.55) on an average. In comparison to 

lower or middle income tercile, greater percentage of households from higher terciles are 

found to have consumed vitamin A rich food items (74%) and iron rich foods (91%). In 

terms of individual food items, although we hardly observe any remarkable difference for 

cereals or spices and beverage, oil type of foods, greater percentage of households 

belonging to higher tercile group reported to have taken green vegetables (corresponding 

figure is 92%), fruits (35%), organ and animal meat (24%), pulses (34%) in the last 24 

hours prior to the survey. Tubers and roots, on the other hand found to be consumed by 

greater percentage of low income (90%) and middle income households (92%). Table 4.18 

has provided further classification where households are divided across 2 main groups-

landless and land owners with land owners distributed across income terciles. As expected 

landowning households from upper tercile are found to have greater diversity in diet as 

revealed by higher HDDS of 7.13. For almost all categories of food items, greater 

percentage of landowning households belonging to upper tercile than those in lower or 

middle tercile reported to consume those items. 

Finally in Table 4.19, dietary diversity in terms of food groups are shown, with households 

divided between 2 broad categories-borrowers and non-borrowers. It is interesting to find 

that, in terms of dietary diversity we do not observe any noticeable difference across 

borrowers and non-borrowers-in fact in certain cases, the non-borrowers show greater 

diversity in diet.  The mean HDDS is however almost similar across these 2 groups- 6.69 
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for borrowers and 6.96 for non-borrowers. In terms of individual food groups, greater 

percentage of non-borrowers reported to have consumed green vegetables, fruits, organ and 

animal meat, eggs, fish and sea foods or pulses. While interpreting and comparing such 

dietary pattern across borrowers and non-borrowers, we should however keep in mind that, 

conclusions based on simple descriptive statistics, without controlling for household or 

village level characteristics might lead to incorrect conclusion and it should be examined 

with proper econometric tools. 

Table 4.17: Food consumption pattern of households according to diversity score 

Food Group 

% of Households Consuming the Food 

 Low dietary 

diversity 

(≤5 food 

groups) 

 Medium dietary 

diversity 

(6 and 7 food 

groups) 

 High dietary 

diversity 

(≥8 food 

groups ) 

 

All 

Cereals  99.55  100.00  100.00  99.92 

Tubers & roots  50.52  80.06  84.50  91.74 

Green  

Vegetables 

 
92.88 

 
96.83 

 
99.12 

 
51.13 

Fruits  1.33  12.18  51.46  21.35 

Organ &  

Animal meat 

 
3.11 

 
8.07 

 
36.54 

 
15.60 

Eggs  3.11  9.01  40.05  16.76 

Fish& Sea 

Foods 

 
37.33 

 
82.27 

 
90.32 

 
76.15 

Pulse & 

Likewise 

 
6.66 

 
20.25 

 
56.43 

 
28.02 

Milk & milk 

products 

 
1.33 

 
8.22 

 
43.85 

 
17.11 

Oil type foods  93.77  98.73  100.00  98.17 

Sweet Items  1.33  30.85  74.56  37.78 

Spices & 

beverage 

 
83.33 

 
96.83 

 
97.36 

 
94.41 

 

Table 4.18: Consumption of different food items by the households according to income 

level 

Food Group 

% of Households 

 Low income 

tercile 
 

Middle income 

tercile 
 

High income 

tercile 

Cereals  99.75  100.00  100.00 

Tubers & roots  90.25  92.25  76.44 

Green  Vegetables  45.25  50.75  92.24 

Fruits  9.75  19.50  34.84 

Organ &  Animal meat  11.50  11.50  23.81 

Eggs  12.25  13.75  24.31 
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Food Group 

% of Households 

 Low income 

tercile 
 

Middle income 

tercile 
 

High income 

tercile 

Fish& Sea Foods  65.75  78.50  84.21 

Pulse & Likewise  23.25  27.00  33.83 

Milk & milk products  8.50  14.29  28.57 

Oil type foods  97.25  98.75  98.50 

Sweet Items  19.00  37.00  57.39 

Spices & beverage  93.00  94.50  95.74 

HDDS       

Mean  6.12  6.66  7.55* 

Min  0  3  4 

Max  11  11  12 

Vitamin A rich food 

groups 

 
54.25  63.00  73.93 

Plant foods rich in 

vitamin A  

 
45.25  52.25  58.65 

Vitamin A rich animal 

source foods 

 
19.00  24.75  44.61 

Iron rich food groups  70.25  81.25  90.73 

*According to FAO, HDDS for the high income tercile is generally accepted as the target. 

 

Table 4.19: Consumption of food items by the households according to land ownership 

Food Group 

% of Households 

 

Landless 

HHs 

 Landowner HHs 

  

Lower 

tercile  
Middle 

tercile  
Upper 

tercile 

Cereals  
99.84  100.00  100.00  100.00 

Tubers & roots  
76.50  78.31  75.92  70.81 

Green  Vegetables  
96.37  97.35  96.34  97.84 

Fruits  
20.35  25.40  18.85  23.24 

Organ and  Animal meat  
12.78  15.87  18.85  21.62 

Eggs  
14.67  19.58  16.23  21.62 

Fish& Sea foods  
71.45  71.96  84.82  87.57 

Pulse & Likewise  
25.55  30.16  29.84  32.43 

Milk & milk products  
14.20  16.40  19.37  25.41 

Oil type foods  
98.11  98.94  97.91  97.84 
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Food Group 

% of Households 

 

Landless 

HHs 

 Landowner HHs 

  

Lower 

tercile  
Middle 

tercile  
Upper 

tercile 

Sweet Items  
33.12  38.10  43.98  47.03 

Spices & beverage  
93.22  94.18  95.29  97.84 

HDDS         

Mean  5.83  6.60  6.85  7.13 

Min  2  3  3  4 

Max  9  11  12  12 

Vitamin A rich food 

groups 

 
50.41  62.37  64.08  69.27 

Plant foods rich in 

vitamin A  

 
47.11  50.54  50.86  56.42 

Vitamin A rich animal 

source foods 

 
14.05  29.03  29.60  34.92 

Iron rich food groups  71.07  72.85  82.18  90.78 

 

Table 4.20: Consumption of Food items by the Households according to Credit Status 

Food Group 
 % of Households 

 Borrower  Non-borrower 

Cereals  100.00  99.75 

Tubers & roots  75.46  76.57 

Green  Vegetables  96.38  97.44 

Fruits  19.83  24.43 

Organ &  Animal meat  13.47  19.90 

Eggs  15.59  19.14 

Fish& Sea Foods  74.81  78.84 

Pulse & Likewise  26.93  30.23 

Milk & milk products  17.35  16.62 

Oil type foods  98.13  98.24 

Sweet Items  37.16  39.04 

Spices & beverage  94.26  94.71 

HDDS     

Mean  6.69  6.96 

Min  3  3 

Max  12  12 

Vitamin A rich food groups  62.61  66.00 

Plant foods rich in vitamin A   49.50  57.17 

Vitamin A rich animal source foods  28.80  30.73 

Iron rich food groups  78.92  84.38 
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4.2.3 Credit, Food Security & Dietary Diversity based on Primary Household Survey: 

Econometric Analysis: 

In order to analyze food security the key variable that we used for this analysis is ‗daily per 

capita food consumption, expressed in taka‘. For ‗access to credit‘ we again used a dummy 

variable ‗whether the household have received any credit‘ and estimated an ordinary least 

square equation (Regression 8, Table 4.21). Other explanatory variables that have been used 

in the analysis are: sex of household head, size of household, dependency ratio of 

household, proportion of literate household age 12 or above, age of household head and its 

square, whether household head have passed primary school, household per capita monthly 

unearned income, operating land of household, asset owned by household, dummy variable 

for each Upazila. Estimates show that, having access to credit have positive and significant 

impact on household food consumption-which is similar to the result we found with HIES 

data. 

As discussed in Section 3, there might be certain unobservable features that affect 

individual‘s decision to take credit and ignoring such factors might affect individual‘s food 

security status/dietary diversity. Therefore, while estimating food security equation, a 

researcher should control such unobservable features. In order to control for unobserved 

heterogeneity in estimating household food security/dietary diversity equation, this analysis 

adopts two econometric techniques, one is an alternative method for controlling 

heterogeneity bias and the other is instrumental variable (IV) estimation.  

According to the alternative methodology, as shown in Regression 9 and Regression 

10,Table 4.21(as discussed), in the 1
st
 stage a probit model of access to credit (proxied by 

credit dummy) is estimated on related household and regional factors and the predicted 

value of credit dummy is obtained from that regression. In the 2
nd

 stage, the predicted value 

of credit along with credit dummy is used as explanatory variables in estimating household 

food security regression. Here, as discussed before, predicted value of credit is expected to 

control the unobserved heterogeneity and therefore, the ‗true‘ effect of credit on household 

per capita food consumption can be obtained. According to Regression 10, credit variable 

has come as significant.  
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One of the criticisms of using OLS in this kind of exercise is the possibility of endogeneity 

of credit variable in such equation. In order to check for such plausible endogeneity 

problem, we applied instrumental variable estimation technique and we instrumented credit 

dummy with two variables: distance to nearest bank and its square. The reasoning behind 

choosing such instrument is, it is expected that the distance of a household‘s residence from 

financial institution is expected to have strong correlation with accessibility of credit but it 

does not seem to have correlation with unobserved factors which have effect on household 

food security. The IV estimates however shows insignificant result as shown in Regression 

11, Table 4.21.The tests of endogeneity of credit variable provide no evidence of 

endogeneity (Table C1, Annex C). It is a well-accepted practice that, in the absence of 

endogeneity problem, we should not rely on IV estimates; rather we should rely on OLS 

estimates. Therefore, based on OLS and the alternative method, we can conclude that, credit 

have positive impact on household food security.  

In order to disentangle the relationship between credit and food security, we attempted to 

analyze the relationship further and in Regression 12, Table 4.21 household food security 

variable e.g. ‗daily per capita food consumption in taka‘ is regressed on ‗amount of credit 

received expressed in 1000 taka‘ and again we find the relevant credit variable as positive 

and statistically significant.  
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Table 4.21: Result of food security regression: Primary survey 

  

Dependent Variable 

Reg8 (OLS) Reg9 (probit) Reg10 (OLS) Reg11(IV) Reg12 (OLS) Reg18 (OLS) Reg19 (OLS) 

Reg20 

(OLS) 

daily per 

capita food 

consumption 

credit dummy 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

days eat nothing days eat 1 meal 
days eat 2 

meal 

Credit Dummy 

1.862** 

 

1.958** -1.099 

 

-0.0401 0.219 9.393*** 

  

(0.913) 

 

(0.987) (9.466) 

 

(0.0301) (0.752) (3.323) 

Female Dummy 

-4.038*** -0.0593 

 

-4.713*** -4.126*** 0.0923 7.205*** 17.84*** 

  

(1.315) (0.138) 

 

(1.351) (1.323) (0.0945) (2.413) (6.887) 

Household Size 

-2.223*** 0.147*** 

 

-1.804*** -2.179*** -0.000456 -0.326* -2.097** 

  

(0.280) (0.0273) 

 

(0.499) (0.276) (0.00895) (0.182) (1.069) 

Household Dependency 

Ratio 

-13.68*** -0.329 

 

-13.16*** -13.93*** 0.0283 -0.0206 15.76 

  

(2.366) (0.221) 

 

(2.799) (2.359) (0.0239) (2.329) (10.49) 
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Dependent Variable 

Reg8 (OLS) Reg9 (probit) Reg10 (OLS) Reg11(IV) Reg12 (OLS) Reg18 (OLS) Reg19 (OLS) 

Reg20 

(OLS) 

daily per 

capita food 

consumption 

credit dummy 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

days eat nothing days eat 1 meal 
days eat 2 

meal 

Household Literate 

3.823* -0.132 

 

4.208* 3.617 -0.0613 -9.015*** -41.51*** 

  

(2.270) (0.226) 

 

(2.368) (2.280) (0.0469) (2.044) (9.441) 

Household Head Age 

-0.0486 0.0279 

 

-0.0488 -0.0451 0.00435 -0.255 0.534 

  

(0.186) (0.0177) 

 

(0.208) (0.188) (0.00371) (0.158) (0.757) 

Household Head Age Sq 

0.00124 -0.000234 

 

0.00108 0.00120 -3.75e-05 0.00244 -0.00381 

  

(0.00191) (0.000184) 

 

(0.00207) (0.00193) (3.00e-05) (0.00155) (0.00762) 

Household Head Education 

0.840 0.0882 

 

0.529 0.618 0.0190 1.118 -4.968 

  

(1.148) (0.121) 

 

(1.191) (1.162) (0.0163) (0.903) (4.382) 

Household Monthly Per 

capita Unearned Income  

0.00173*** -0.000148*** 

 

0.00208*** 0.00162*** 1.17e-07 -0.000258** -0.00253** 
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Dependent Variable 

Reg8 (OLS) Reg9 (probit) Reg10 (OLS) Reg11(IV) Reg12 (OLS) Reg18 (OLS) Reg19 (OLS) 

Reg20 

(OLS) 

daily per 

capita food 

consumption 

credit dummy 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

days eat nothing days eat 1 meal 
days eat 2 

meal 

  

(0.000423) (3.89e-05) 

 

(0.000626) (0.000419) (1.35e-06) (0.000118) (0.00115) 

Household Asset 

-5.95e-05 -0.000436 

 

-0.000115 -7.76e-05* 2.77e-07 1.83e-05 0.000179 

  

(4.54e-05) (0.00111) 

 

(0.000156) (4.46e-05) (2.69e-07) (3.36e-05) (0.000160) 

Household Operating Land 

0.0282*** -0.00177*** 

 

0.0243*** 0.0274*** -0.000139 -0.00514** -0.0504*** 

  

(0.00465) (0.000444) 

 

(0.00743) (0.00459) (0.000101) (0.00223) (0.0137) 

UpzillaBadarganj 

-5.048*** 0.407** 

  

-4.810*** -0.149 13.00*** 60.78*** 

  

(1.563) (0.176) 

  

(1.541) (0.116) (2.701) (7.653) 

UpzillaChunarughat 

5.493*** 0.0540 

  

5.500*** -0.140 -0.743 3.546 

  

(1.796) (0.174) 

  

(1.794) (0.104) (0.868) (4.959) 
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Dependent Variable 

Reg8 (OLS) Reg9 (probit) Reg10 (OLS) Reg11(IV) Reg12 (OLS) Reg18 (OLS) Reg19 (OLS) 

Reg20 

(OLS) 

daily per 

capita food 

consumption 

credit dummy 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

days eat nothing days eat 1 meal 
days eat 2 

meal 

UpzillaDagonbhuian 

4.594** 0.303 

  

4.519** -0.141 1.715 13.11** 

  

(1.829) (0.185) 

  

(1.837) (0.105) (1.375) (6.131) 

UpzillaFulgazi 

5.189*** 0.259 

  

5.289*** -0.144 -0.594 25.65*** 

  

(1.756) (0.179) 

  

(1.747) (0.108) (0.906) (7.875) 

UpzillaKalia 

3.038* -0.303* 

  

3.016* -0.134 -0.242 -4.413 

  

(1.644) (0.169) 

  

(1.689) (0.106) (0.888) (4.677) 

UpzillaKolmakanda 

4.733*** 0.419** 

  

4.858*** -0.148 -0.962 -0.296 

  

(1.582) (0.181) 

  

(1.589) (0.111) (1.197) (7.484) 

UpzillaLohagara 

3.308* 0.0991 

  

2.920 -0.144 0.199 20.43*** 
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Dependent Variable 

Reg8 (OLS) Reg9 (probit) Reg10 (OLS) Reg11(IV) Reg12 (OLS) Reg18 (OLS) Reg19 (OLS) 

Reg20 

(OLS) 

daily per 

capita food 

consumption 

credit dummy 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

days eat nothing days eat 1 meal 
days eat 2 

meal 

  

(1.838) (0.174) 

  

(1.845) (0.109) (1.129) (7.254) 

Upzilla 

Madhobpur 

0.931 0.213 

  

0.794 -0.137 1.305 7.068 

  

(1.494) (0.175) 

  

(1.504) (0.101) (1.150) (5.316) 

UpzillaPirgacha 

-0.211 0.283 

  

-0.0269 -0.144 5.364*** 43.61*** 

  

(1.621) (0.178) 

  

(1.625) (0.111) (1.893) (7.582) 

UpzillaKolmakanda     -0.0269 -0.144 5.364*** 43.61*** 

Predicted Value Credit 

  -32.00*** 

     

  

  (3.497) 

     

Amount of Credit 

    0.00623** 

   

  

    (0.00314) 
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Dependent Variable 

Reg8 (OLS) Reg9 (probit) Reg10 (OLS) Reg11(IV) Reg12 (OLS) Reg18 (OLS) Reg19 (OLS) 

Reg20 

(OLS) 

daily per 

capita food 

consumption 

credit dummy 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

daily per capita 

food consumption 

expenditure 

days eat nothing days eat 1 meal 
days eat 2 

meal 

Constant 44.33*** -0.812* 56.77*** 46.75*** 45.47*** 0.0661 11.96*** 20.68 

  (5.008) (0.441) (2.375) (5.941) (5.036) (.057) (4.103) (18.70) 

Observations 1,198 1,198 1,198 1,198 1,189 1,199 1,199 1,199 

R-squared 

0.234 

 

0.082 0.188 0.234 0.025 0.166 0.223 

Note: Robust standard errors in parentheses; ***p<0.01, **p<0.05, *p<0.1 
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In the next step of our analysis, we attempted to examine household dietary diversity. In 

order to understand the link between credit and household dietary diversity, this analysis has 

calculated a household dietary diversity score (HDDS). As outlined in FAO guidelines for 

measuring dietary diversity (FAO, 2007), HDDS can be considered to capture the economic 

ability of a household to consume a variety of foods. For constructing HDDS, 12 groups of 

food have been proposed, consisting of cereals, white roots and tubers, vegetables, fruits, 

meat, eggs, fish and other seafood, pulses, legumes and nuts, milk and milk products, oil 

and fats, sweets, spices, condiments and beverages. As HDDS is a categorical variable, in 

order to understand the relationship between credit and dietary diversity, we followed the 

same techniques as in estimating food security regression. In Regression 13, Table 4.22 an 

ordered probit model is estimated. Here the dependent variable for the regression is 

estimated in the following manner: (i) low dietary diversity if HDDS is lesser or equal to 5; 

(ii) medium diversity if HDDS is 6 or 7; (iii) high diversity if HDDS is greater or equal to 8. 

The results however show finding contradictory to our expectation. In order to analyze it 

further, an OLS regression with HDDS as dependent variable is estimated in Regression 14 

(Table 4.22) and in Regression 15 and Regression 16, Table 4.22, an alternative technique 

for controlling selection bias, as discussed before, has been applied.  However, as shown in 

these estimations, access to credit has rather negative effect on HDDS. This set of result is 

contradictory to our prior expectation and suggests that we should interpret the result with 

caution.  

One plausible explanation of the contradictory finding of HDDS estimates could be the fact 

that the model might be suffering from endogeneity problem and in the presence of 

endogneity of one of the regressors might have produced biased coefficient estimates. In 

order to test such endogeneity, we performed endogeneity test of credit variable and the 

result strongly support endogeneity of credit variable (Table C2, Annex C). As a remedial 

measure, IV method has been applied and we instrumented credit dummy with the distance 

of household‘s residence from nearest bank and its square (Regression 17,Table 4.22). The 

IV estimates provides evidence in favor of the positive effect of credit variable on 

household dietary diversity and the positive and significant coefficient estimates of credit 

dummy suggests that having access to credit have positive effect on household dietary 

diversity. 
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Table 4.22: Dietary diversity regression: Primary survey 

  Reg13 (ordered probit) Reg14 (OLS) Reg15(probit) Reg16(OLS) Reg17(IV) 

Dependent Variable Dietary diversity (rank 1,2,3) HDDS credit dummy HDDS HDDS 

Household Size 0.00812 0.0413 0.147***   -0.146 
  (0.0231) (0.0286) (0.0274)   (0.0947) 

Household Head Education 0.122 0.269** 0.0940   0.127 

  (0.101) (0.129) (0.121)   (0.248) 

Household Monthly Percapita Unearned 

Income  0.000118*** 0.000118*** -0.000149***   0.000435*** 

  (3.08e-05) (3.40e-05) (3.90e-05)   (0.000118) 

Credit Dummy -0.165** -0.225**   -0.220** 4.575*** 

  (0.0736) (0.0886)   (0.0978) (1.751) 

Female Head -0.499*** -0.569*** -0.0406   -0.507* 

  (0.130) (0.142) (0.139)   (0.289) 

Household Dependency Ratio -0.228 -0.432** -0.337   0.267 

  (0.189) (0.220) (0.221)   (0.485) 

Household Member Literate 0.612*** 0.555** -0.142   1.203*** 

  (0.196) (0.241) (0.226)   (0.456) 

Household Head Age 0.0468*** 0.0383* 0.0283   -0.0121 

  (0.0176) (0.0203) (0.0177)   (0.0409) 

Household Head Age Sq -0.000507*** -0.000395* -0.000237   3.84e-05 

  (0.000182) (0.000212) (0.000184)   (0.000411) 

Household Asset -2.24e-05*** -1.53e-05*** -0.000436   6.64e-05** 

  (3.94e-06) (5.12e-06) (0.00110)   (2.86e-05) 

Household Operating Land 0.000684* 0.00103** -0.00176***   0.00352** 

  (0.000372) (0.000520) (0.000444)   (0.00143) 

Predicted Value Credit       -0.565*   

        (0.318)   

UpzillaBadarganj 0.0120 0.0982 0.406**     

  (0.148) (0.159) (0.176)     

UpzillaChunarughat 0.638*** 0.829*** 0.0564     
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  Reg13 (ordered probit) Reg14 (OLS) Reg15(probit) Reg16(OLS) Reg17(IV) 

Dependent Variable Dietary diversity (rank 1,2,3) HDDS credit dummy HDDS HDDS 
  (0.145) (0.166) (0.174)     

UpzillaDagonbhuian 0.256* 0.422** 0.305*     

  (0.155) (0.182) (0.185)     

UpzillaFulgazi 0.999*** 1.252*** 0.261     

  (0.168) (0.186) (0.179)     

UpzillaKalia -0.0166 -0.0738 -0.301*     

  (0.142) (0.154) (0.169)     

UpzillaKolmakanda -0.248* -0.144 0.419**     

  (0.146) (0.155) (0.181)     

UpzillaLohagara -0.115 -0.0422 0.107     

  (0.157) (0.194) (0.174)     

UpzillaMadhobpur 0.335** 0.439*** 0.214     

  (0.148) (0.168) (0.175)     

UpzillaPirgacha 0.0632 0.141 0.302*     

  (0.157) (0.186) (0.179)     

cut 1 0.338         

  (0.426)         

cut 2 2.011***         

  (0.43)         

Constant   5.357*** -0.822* 7.312*** 3.857*** 

    (0.490) (0.441) (0.211) (1.020) 

Observations 1,199 1,198 1,198 1,198 1,198 

R-squared   0.206   0.010   

      

 

Note: Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1
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Our primary survey is particularly designed to examine our research questions and in this 

context, it contains additional questions to analyze household food security status. In this 

regard our questionnaire contains questions like ‗how many days in last year you did not eat 

anything?‘; ‗how many days in last year you eat only one meal?; ‗how many days in last 

year you had two meals a day?‘. As shown in Regression 18, 19 and Regression 20 of Table 

4.21 although credit variable have no significant effect on the first two questions, it came 

out as positive and significant when we attempted to examine whether credit have any effect 

on the number of days member of household reported to have consumed 2 rather than 3 full 

meals. From this result, it can be inferred that, people with credit might be in a better 

position in terms of food security and as a result a significant number of them have at least 2 

meals a day. 

 

4.3 Explaining Credit and Food Security and Dietary Diversity through Qualitative 

Analysis 

In order to get better insight of our quantitative analysis, we supplement it with FGDs 

conducted on borrowers as well as on non-borrowers. FGDs reveal that considering 

informal sources, as well there is hardly any household in the villages who has not taken 

credit in the recent past. When formal sources are incorporated, the extent of access to credit 

also stands somewhere above 50%. The farm households usually collect credit from formal 

or semi-formal institutional  like NGOs (MFIs like Grameen, ASA, Brac etc), multipurpose 

cooperatives, specialized agricultural banks (BKB, RAKUB) and commercial banks; and 

informal sectors like traditional money lenders known as mohajons, affluent persons, local 

unregistered organizations known as Samitee, neighbors and relatives. Selection of these 

sources are determined by various factors such as, social factors, access to sources, long 

term affiliation, convention/social norms as well as trustworthiness. Discussions reflect that, 

weekly installment based NGO credit is not preferred by those households who suffer from 

irregular income. But this has not hindered the pervasiveness of this type of credit. Both  

recipients and non-recipients (who were recipients in last two years) expressed their utter 

discomfort to pay weekly installments and also revealed their concern over associated stern 

measurements (rebuking publicly, holding on physically, creating pressures to sell 

household appliances etc for loan repayment) taken by the concerned credit officers in case 
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of delay in loan repayment. In this regard they prefer credit from public bank like BKB (if 

someone is fortunate enough to have the access after meeting both official and unofficial 

requirements e.g. bribe) as they do not insist for loan repayment repeatedly and their 

installment is paid annually. Households, who do not have access to formal or informal 

credit and/or who have used up all other sources earlier, occasionally go to the professional 

moneylenders. The extent of credit sources like unregistered savings unions, individual 

lenders are more common in the villages where internal and international remittance inflow 

is regular and substantial.  

FGDs also reveals an important finding that households having some other regular sources 

of income, facing no significant shocks in income (which can create new vulnerability) and 

having strong coping capacity in the face of sudden shock are better able than others to use 

credit in productive purposes and to get maximum benefit from loan after paying back the 

principal with interest. Their success story usually started from the experience of micro 

credit and after one generation continues with meso credit and also from home based small 

initiatives to medium enterprises. These households can be characterized with better 

entrepreneurship capacity, along with congenial circumstances, and all such factors help 

them to utilize credit in a productive manner. On the other hand, households with differing 

traits (than featured earlier) tend to come out as futile credit users- either they use credit for 

consumption purposes or they lack required entrepreneurial initiatives. Sometimes their 

failure leads them into the vicious circle of debt (availing repeated credit to repay the older 

loans). It can even lead into gradual loss in assets and in extreme cases they may have to 

leave their villages for good.  

Our discussion indicates that households who get necessary food items (especially rice, 

protein etc.) from farm production, facilitated by credit financing, are direct beneficiaries of 

credit. On the other hand, households whose income is limited, faces scarcity in food when 

they approach towards the end of month, which spans in later months too. These households 

are bound to rely on credit in cash and/or in kind. Farm households, who depend on farm 

wage labor, remain unemployed during rainy season, consequently face loss in income. 

These households also avail credit for supporting their basic food requirements. In order to 

meet food requirements, they borrow rice from their neighbors and relatives. In addition, 

they also go into a contract with the local shop-keepers or rice suppliers for providing food 

on deferred payment. Households who depend on remittances sometimes experience 
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irregular flow of remittance and face scarcity in food stock, mostly in later parts of month. 

In such cases, they often take overnight type of credit to smoothen household consumption.  

 

4.4 Summary of Findings on Food Security and Dietary Diversity 

Both the quantitative as well as the qualitative analyses provide us interesting insights about 

food security and dietary diversity of households. Our findings reveal that be it from formal, 

informal or MFI, most of the households avail credit for a wide variety of purposes e.g. for 

agricultural production, for doing business, purchasing food, to meet educational and health 

expenditure, for expenses like marriage, for safeguarding themselves in case of income 

shocks etc. In terms of household profile, the difference between borrowers and non-

borrowers is not that significant. Quantitative information reveals that, borrowers have 

slightly larger family size with the same dependency ratio to non-borrowers. Greater 

proportion of non-borrowing households is headed by females but more borrowing 

households are married. In terms of literacy, greater percentage of non-borrowing household 

heads as well as greater percentage of members of household is literate. As expected greater 

proportion of borrowing households reside in rural areas. Total operating land, on an 

average is greater for borrowing households whereas the non-borrowing households 

possesses greater asset than their borrowing counterparts. Monthly income (farm and 

nonfarm) is slightly higher for the borrowers. However, the mean difference for most of the 

variables is not statistically significant. 

While analyzing food security through quantitative data, in the absence of any specific 

measurement of food security, we rely on ‗daily per capita expenditure on food‘ as a proxy.  

In terms of simple averages, we do not observe notable difference between those who take 

credit and those who do not. But both in terms of per capita expenditure as well as calorie 

consumption, non-borrowers are found to be slightly in better position, although these 

differences are not statistically significant in all cases. Our econometric analysis however 

suggests credit having positive contribution towards food security of individuals. This 

finding was supported by both of our quantitative data sets as well as by qualitative FGDs. 

In FGDs it came out that, households who get necessary food items from farm production, 

facilitated by credit financing are found to be in better position in terms of food security. 
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From the FGDs, it was also revealed that, households having some other regular sources of 

income, facing no significant shocks in income and having strong coping capacity in the 

face of sudden shock are better able than others to use credit in productive purposes and to 

get maximum benefit from loan. In the context of dietary diversity, two different food 

scores were constructed and the findings show similar results to food security that 

households with access to credit tend to have greater diversity in diet. 

It is important to note that, the results of quantitative analysis although based on two 

different datasets, offer similar findings. As discussed in section 3, the Household Income 

and Expenditure Survey 2010 although is a nationally representative large data set, it is not 

specially designed for addressing issues related to credit, food security and dietary diversity. 

Therefore, we conducted a household survey concentrating mainly on our research 

questions. However, the results from both HIES 2010 and our primary survey leads to more 

or less similar findings for both food security and dietary diversity. Therefore given the 

consistency of both sets of results along with the qualitative evidence provided by the 

FGDs, we can conclude about the positive association of access to credit with food security 

and dietary diversity. 
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Chapter 5 

Credit and Agricultural Production 

5.1 Macro Analysis of Agricultural Production 

 

Before proceeding into the quantitative as well as qualitative analysis of agricultural 

production and credit, in this sub-section we tried to depict a picture of the existing pattern 

of agricultural production of the country. The secondary data used in this analysis has been 

collected primarily from the Bangladesh Bank. Most of the data ranges from 1972-73 to 

2011, however due to unavailability of data, for certain variables, we have to confine our 

analysis for a shorter time period.  

 

As shown in Figure 5.1 rice production has increased substantially in Bangladesh from 9774 

thousand metric ton in FY1972 to 33541 thousand metric ton in FY2011. The growth in rice 

production over the period is 243%. This growth was primarily driven by the higher growth 

in Boro production (Table 5.1). Another crucial characteristic of this production growth is 

the shift of production pattern i.e. farmers‘ adoption of  high yielding rice varieties in Boro 

season which now cover almost 98% of the Boro area (Figure 5.2). This shift is important 

for our analysis since the cultivation of HYVs require better seeds, more irrigation, 

chemical fertilizer and pesticide usages, etc. Agricultural credit is supposed to contribute 

considerably in this regard. 

Figure 5.1 Rice production index (1995/96=100) 

 
Source: Handbook of Agricultural Statistics, MOA 
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Table 5.1: Average growth rate of rice production 

Year  

 

Growth rate (%) 

Aus Aman Boro Total Rice 

1972 -1980 2.9 3.6 6.1 3.5 

1980 -1985 0.3 1.9 10.4 3.2 

1986 – 1990 -2.0 4.2 9.6 4.0 

1991 – 1995 -6.2 -1.4 1.7 -1.0 

1996 – 2000 -0.2 5.1 11.4 6.6 

2000 – 2005 -2.4 -0.6 4.7 1.9 

2005 – 2010 3.7 5.0 6.0 5.1 

Source: BBS, MOA 

Figure 5.2 Variety wise rice production index (1995/96=100) 

 
Source: Handbook of Agricultural Statistics, MOA 

In Figure 5.3, productivity of three major food grains, e.g. rice, wheat and maize over the 

last 26 years is shown and as it reveals, productivity of maize fluctuated during this period, 

with an overall increase in productivity in the last two decades or so. Productivity of wheat 

and rice has shown a moderate increase over the period. However, as revealed from the 

trend, productivity of rice in particular has not shown any significant increase. The trend in 
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the productivity of major food grains therefore shows no remarkable improvement over 

time. 

Figure 5.3 Long term trend in cereal crop production in Bangladesh 
 

 

Source: Handbook of Agricultural Statistics, MOA 

If we look at the trend of average agricultural credit disbursement, then on an average we do 

not find any significant change over time. However, as depicted in Figure 5.4, average 

agricultural credit as percentage of agricultural GDP has dropped significantly during late 

80‘s which then rises almost consistently till recent years. It is also noteworthy that the gap 

between target and actual disbursement is consistent and the recovery performance is below 

the mark as well (Table 5.2).  

Figure 5.4 Agricultural credit disbursements 

 

Source: Handbook of Agricultural Statistics, MOA 
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Table 5.2: Agricultural credit statistics (BDT in Crores) 

Year Target Disbursement Due for Recovery Recovery 

1981-82 453.74 423.84 648.3 314.34 

1982-83 617.2 678.55 817.27 342.33 

1983-84 850 1005.3 1238.22 517.57 

1984-85 1150 1152.84 1515 583.9 

1985-86 1276.5 631.72 2375.19 607.15 

1986-87 1075 667.28 2683.54 1107.56 

1987-88 1050 656.31 2528.16 595.78 

1988-89 1250 807.62 3044.66 577.96 

1989-90 1350 686.78 3986.27 701.94 

1990-91 1310 595.6 4556.65 625.32 

1991-92 1322.1 794.59 4170.15 662.11 

1992-93 1474.41 841.85 4719.93 869.23 

1993-94 1643.08 1100.79 5141.86 979.12 

1994-95 2161.72 1605.44 5632.01 1124.11 

1995-96 2434.27 1635.81 6193.5 1340.02 

1996-97 2394.22 1672.43 6972.24 1646.38 

1997-98 2525.83 1814.53 7274.72 1779.21 

1998-99 3472.93 3245.36 7459.06 2039.65 

1999-00 3610.54 3473.88 10094.59 3349.13 

2000-01 3760.04 3630.26 9930.57 3265.88 

2001-02 3445.59 3151.33 10119.08 3407.9 

2002-03 3648.17 3426.05 10065.18 3584.56 

2003-04 4409.23 4226.15 9506.97 3237.07 

2004-05 5537.91 5258.19 8895.88 3260.17 

2005-06 5698.11 5830.23 10876.5 4388.9 

2006-07 6351.3 5292.51 11241.54 4676 

2007-08 8308.55 8580.66 11918.42 6003.74 

2008-09 9379.23 9284.46 14465.9 8377.62 

2009-10 11512.3 11116.89 16548.03 10112.75 

2010-11 10654.3 10446.65 15415.62 9407.72 

Source: Bangladesh Bank 

 

There has been substantial improvement in terms of irrigation facilities. The steady and 

sharp increase in irrigated area over time, especially in Boro cultivation is expected to have 

brought positive contribution in rice production.  

 

Another important element that has an important role in enhanced rice production is the 

distribution of quality seeds for cultivation. Table 5.3 shows the yearly distribution of 

improved seeds of Aus, Aman, and Boro paddy. 
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Table 5.3: Yearly distribution of improved rice seeds (000 MT) 

Year Aus Aman Boro 

1977-78 350 710 717 

1978-79 739 480 211 

1979-80 515 1231 605 

1980-81 503 629 453 

1981-82 408 691 836 

1982-83 550 1335 1088 

1983-84 371 1580 840 

1984-85 234 1877 1216 

1985-86 537 1892 696 

1986-87 502 1843 1294 

1987-88 330 2073 1373 

1988-89 480 2391 1835 

1989-90 1580 2947 1030 

1990-91 899 3026 1437 

1991-92 784 2673 2158 

1992-93 518 3025 7492 

1993-94 481 3124 1588 

1994-95 550 3038 2918 

1995-96 421 4173 4185 

1996-97 332 4532 2875 

1997-98 1001 5306 4033 

1998-99 425 4393 4495 

1999-00 330 6226 7475 

2000-01 222 4508 7618 

2001-02 207 4625 10136 

2002-03 303 5885 8187 

2003-04 346 5051 12397 

2004-05 458 7232 15054 

2005-06 472 7131 25602 

2006-07 483 9,127 28,751 

2007-08 477 13,619 32,034 

Source: Handbook of Agricultural Statistics, MOA 
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5.2 Credit and Agricultural Production: Evidences from HIES 2010 

5.2.1 Descriptive Analysis 

In Table 5.1 and Table 5.2 key statistics of crop and agricultural production are shown. 

According to the summary statistics, on an average in 100 Kg. term households produce 

around 42 Kg crop with an average value, converted in 1000 Tk, of 48.41 taka. Around 15% 

of our households have reported to have taken agricultural credit. In addition, 37% 

households reported to have taken credit from any sources. On an average, households own 

128.85 decimals of operating land. Average agricultural production of households is 109.33 

taka, converted in 1000 taka term. In terms of landholdings, households own on an average 

19 decimals of land and agricultural assets worth around 9,050 taka. Table 5.7 also shows 

that, household heads of the primary survey are mainly middle-aged with an average age of 

48 years and there is around 4-5 person residing in a household. Most of the households are 

headed by male, only 10% households are headed by females. It is interesting to observe 

that almost half of the household head of our primary survey are literate and the proportion 

of literate members as a percentage of total members of 1 year or above is 42%. The survey 

covers primarily rural areas and 82% households of this survey are reported to reside in 

rural areas.  

 

Table 5.4: Descriptive statistics for crop production regressions 

Variables 

Mean 

All   Borrower 
Non-

Borrower 

Crop production (in 100 Kg) 41.82 38.51 43.73 

Crop production (in 1000 Tk.) 48.33 44.69 50.55 

Whether HH took an agricultural credit (dummy) 0.15 .3813 .006 

Whether HH borrowed from any source (dummy) 0.37 .  

HH size 4.85 4.96 4.77 

Dependency ratio 0.37 372 369 

Proportion of literate 12 and older members 0.42 .41 .43 

Whether HH head is female (dummy) 0.095 .049 .121 

HH head's age (in years) 47.56 46.39 48.25 

Whether HH head is literate (dummy) 0.45 .43 .46 

Whether HH resides in rural area (dummy) 0.83 .83 .84 

Total Agricultural Assets (in 1000 Tk) 9.05 9.64 8.69 

Total operating land (in decimals) 128.85 117.13 135.35 
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Table 5.5: Descriptive statistics for agricultural production regressions 

Variables Mean Std. Dev. Min Max 

Total agricultural production (in 1000 Tk) 109.33 211.02 0.04 8397.26 

Amount borrowed (in 1000 Tk) 13.12 73.62 0.00 2600.00 

Whether HH borrowed from any source 

(dummy) 

0.38 0.48 0.00 1.00 

Whether HH borrowed from a formal lender 

(dummy) 

0.13 0.33 0.00 1.00 

Whether HH borrowed from an informal 

lender (dummy) 

0.06 0.23 0.00 1.00 

Whether HH borrowed from an MFI 

(dummy) 

0.24 0.43 0.00 1.00 

Whether HH took an agricultural credit 

(dummy) 

0.10 0.30 0.00 1.00 

HH Size 4.71 1.91 1.00 17.00 

Dependency ratio 0.38 0.22 0.00 1.00 

Proportion of literate 12 and older members 0.42 0.30 0.00 1.00 

Whether HH head is female (dummy) 0.13 0.34 0.00 1.00 

HH head's age (in years) 46.89 13.83 11.00 122.00 

Whether HH head is literate (dummy) 0.45 0.50 0.00 1.00 

Whether HH resides in rural area (dummy) 0.76 0.42 0.00 1.00 

Total Agricultural Assets (in 1000 Tk) 6.32 38.12 0.00 1800.00 

Total operating land (in decimals) 85.26 145.83 0.00 3210.00 

N = 8,748 

 

In Figure 5.5, distribution of the dependent variable- production of crop is shown.  The 

distribution of crop production shows a left-skewed distribution and for most of the 

households production is rather at a lower level with very few households have higher 

production level. 
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Figure 5.5: Distributions of dependent variable 

 

 

5.2.2 Econometric Analysis 

The analysis of this sub-section is based on the Household Income and Expenditure Survey 

2010. This analysis has made use of the data on agriculture production for disentangling the 

relationship (if any) between credit and agricultural production.  

In order to understand the relationship between credit and agricultural production, in 

Regression 1, Table 5.6 ‗total agricultural production in 1000 taka‘ is regressed on 3 credit 

dummies, e.g. dummy variables for formal, informal and quasi-formal (microcredit) credit. 
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Here, agriculture production is represented by the total money value of different types of 

agricultural production converted in 1000 taka. In this analysis, market values of produced 

crop, fish, livestock and forestry are calculated, added up and converted to 1000 taka value 

for getting total agriculture production. As before, credit availability is proxied by 3 credit 

dummies and the estimates show that, it is formal credit rather than informal or microcredit 

that have significant relationship with household agriculture production.  

As discussed before, ‗access to credit dummy‘ might cause self-selection bias in estimating 

agricultural production regression. In order to rectify such plausible bias, in Regression 2 

and 3, Table 5.6, an alternative method for correcting selection bias is applied, just like the 

food security regression, where the predicted value of credit dummy obtained from the 1
st
 

stage probit model is included in the 2
nd 

stage regression. In the 2
nd

 stage, ‗total value of 

crop in 1000 taka‘ is estimated with credit dummy being an explanatory variable, along with 

the predicted value obtained from the 1
st
 stage regression. Estimates suggest that, availing 

credit have significant positive effect on total household crop production, -in comparison to 

an otherwise similar household without receiving credit, households with credit have more 

crop worth 3246 taka. In Regression 4 and 5, Table 5.6 similar exercise has been done with 

‗agricultural credit dummy‘ rather than ‗credit dummy‘ and we found similar result.  



91 

 

Table 5.6: Agricultural production regression: HIES 

  

Dependent Variable 

Reg1 (OLS) Reg2 (probit) Reg3 (OLS) Reg4 (probit) Reg5 (OLS) 

total agriculture 

production (tk) credit dummy 

total crop 

production in tk 

agriculture credit 

dummy 

total crop production 

(tk) 

Formal Credit Dummy 15.88**         

  (7.859)         

Informal Credit Dummy -7.473         

  (6.288)         

MFI Credit Dummy -4.064         

 (5.500)         

Credit Dummy     3.246**     

      (1.340)     

Agriculture Credit Dummy         9.470*** 

          (2.544) 

Household Size 4.623*** 0.0563***   0.00842   

  (1.272) (0.0105)   (0.0126)   

Household Dependency Ratio -4.643 0.0238   0.228*   

  (9.746) (0.101)   (0.125)   

Household Literate 27.88*** 0.0930   -0.124   

  (8.985) (0.0966)   (0.119)   

Female Dummy -9.596** -0.529***   -0.609***   

  (3.909) (0.0693)   (0.107)   

Household Head Age 1.927*** 0.0126   0.0164   

  (0.604) (0.00846)   (0.0109)   

Household Head Age Sq -0.0168*** -0.000192**   -0.000204*   

  (0.00586) (8.27e-05)   (0.000107)   

Household Head Education -4.712 -0.176***   -0.104   
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Dependent Variable 

Reg1 (OLS) Reg2 (probit) Reg3 (OLS) Reg4 (probit) Reg5 (OLS) 

total agriculture 

production (tk) credit dummy 

total crop 

production in tk 

agriculture credit 

dummy 

total crop production 

(tk) 

  (6.131) (0.0526)   (0.0640)   

Rural 0.438 -0.00137   0.157**   

  (4.383) (0.0483)   (0.0628)   

HH Agriculture Asset Value 0.487*** 0.000512   0.000201   

  (0.116) (0.000408)   (0.000431)   

Household Operating Land 0.815*** -0.000943***   0.00206***   

  (0.0398) (0.000187)   (0.000453)   

Household Operating Land Sq -0.000188*** 3.35e-07**   -1.62e-06**   

  (4.20e-05) (1.46e-07)   (6.69e-07)   

Chittagong Division 5.413 -0.417***   -0.166*   

  (7.256) (0.0801)   (0.0975)   

Dhaka Division 2.515 -0.348***   -0.0662   

  (7.902) (0.0720)   (0.0880)   

Khulna Division 22.14*** -0.0910   0.112   

  (8.260) (0.0770)   (0.0925)   

Rajshahi Division 6.421 -0.187**   0.0787   

  (6.950) (0.0777)   (0.0938)   

Rangpur Division 6.103 -0.117   0.0541   

  (6.847) (0.0811)   (0.0983)   

Sylhet Division -20.42*** -0.781***   -0.530***   

  (7.348) (0.0956)   (0.127)   

  (15.35)         

Predicted Value Credit     -42.44***   439.7*** 

      (5.827)   (15.11) 
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Dependent Variable 

Reg1 (OLS) Reg2 (probit) Reg3 (OLS) Reg4 (probit) Reg5 (OLS) 

total agriculture 

production (tk) credit dummy 

total crop 

production in tk 

agriculture credit 

dummy 

total crop production 

(tk) 

Constant -42.41*** -0.294 36.46*** -1.646*** -26.46*** 

  (15.347) (0.229) (2.335) (0.291) (1.476) 

Observations 8,748 5,417 12,058 5,417 8,748 

R-squared 0.264   0.006   0.174 

Note: Robust standard errors in parentheses; ***p<0.01, **p<0.05, *p<0.1 
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5.3 Credit and Agricultural Production-Evidences from Survey Data 

5.3.1 Descriptive Statistics 

In Figure 5.7 we attempt to analyze the relationship between credit and cost of input and we 

find that the key purposes credit is used for are: (i) transportation and storage; (ii) fertilizer 

and pesticides and (iii) irrigation. Here, we try to see what proportion of agricultural 

production is financed by credit and what proportion is from other sources (e.g. financing 

by themselves). Credit served as high as 90% of total transportation cost thus only 10% of 

transportation cost is coming from non-credit sources. Similarly as high as 83% of the cost 

of fertilizer is financed by credit from different sources. As for other inputs and resources, 

e.g. irrigation, cost of labor, cost of renting land, credit finances more than 60% of 

respective costs. Therefore, this simple diagram describes the important role that credit 

plays in terms of agricultural production.  

 

Figure 5.6: Use of credit in agricultural production (numbers in bars are %) 
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5.3.2 Econometric Analysis 

With the primary survey, in this sub-section we attempt to examine whether there is any 

significant relationship between participation in credit program and agricultural production. 

In this context we used 2 variables to proxy agricultural production, e.g. ‗value of 

agricultural production in last year, expressed in 1000 taka‘ and ‗value of production in the 

year before last year, converted in 1000 taka‘. For capturing the effect of credit, the 

variables that have been used is ‗amount of loan received in last year, converted in 1000 

taka‘ and ‗amount of loan received in year before last year, converted in 1000 taka‘. As 

shown in Regression 6, Table 5.7, ‗value of agricultural production in last year‘ is regressed 

with ‗amount of loan received in last year‘ being the key variable in analysis. Here, amount 

of credit came as positive and significant. Similar analysis has been conducted for ‗value of 

agricultural production in the year before last year‘ where ‗amount of loan received in the 

year before last year‘ is included as the key independent variable (Regression 7, Table 5.7). 

This is interesting to note that, amount of credit has not been found as significant in this 

analysis.  

As discussed in Chapter 4, while analyzing the role of credit on food security/dietary 

diversity/agricultural production, one plausible problem that might emerge is the so called 

‗sample selection bias‘ which could distort the effect of credit on the relevant variable. 

Similar problem might arise if credit variable is found to be endogenous in the regression. 

In such case, applying IV method is expected to produce unbiased and consistent estimates. 

In the context of Regression 6, Annex D, the relevant IV estimation is shown in Regression 

8, Annex D and the one related to Regression 7, Annex D is shown in Regression 9, Annex 

D. However, in both of the cases, the test of endogeneity cannot reject the null hypothesis of 

exogeneity of credit variable therefore, in both cases, rather than IV estimates we should 

conclude our analysis based on OLS results (Table C3 and C4, Annex C). 
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Table 5.7: Agricultural production regression: Survey data 

  
Dependent Variable 

Reg6 (OLS) Reg7 (OLS) Reg8 (IV) Reg9 (IV) 

value agriculture 

production in last year 

value agriculture 

production in year 

before last year 

value agriculture 

production in last year 

value agriculture 

production in year 

before last year 

Loan in Last Year 0.460***   -0.725   

  (0.119)   (1.643)   

Female Dummy -5.962 -0.801 10.27 -24.71 

  (9.104) (32.36) (27.24) (96.62) 

Household Size -0.173 -1.113 0.792 10.42 

  (1.457) (2.940) (2.196) (37.11) 

Household Dependency Ratio 0.538 30.68 -9.257 142.9 

  (22.64) (41.97) (24.72) (364.3) 

Household Literate 30.66 -1.098 41.97 157.3 

  (22.16) (35.43) (28.69) (496.2) 

Household Head Age -1.358 3.773 -0.340 7.709 

  (3.422) (2.710) (3.883) (12.79) 

Household Head Age Sq 0.0153 -0.0298 0.00183 -0.0731 

  (0.0326) (0.0273) (0.0405) (0.137) 

Household Head Education 1.798 39.31* -2.977 36.37 

  (9.429) (20.22) (12.04) (42.48) 

Household Operating Land 0.00362 0.00656 0.0432 -0.0734 

  (0.0310) (0.0563) (0.0649) (0.306) 

UpzillaBodorgonj -21.81 61.29 -27.34 62.33 

  (15.57) (46.38) (18.89) (126.3) 

UpzillaChunarughat -36.77** 30.37 -44.43** -87.18 
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Dependent Variable 

Reg6 (OLS) Reg7 (OLS) Reg8 (IV) Reg9 (IV) 

value agriculture 

production in last year 

value agriculture 

production in year 

before last year 

value agriculture 

production in last year 

value agriculture 

production in year 

before last year 

  (16.98) (28.79) (19.87) (377.8) 

UpzillaDagonbhuian -26.43* 4.437 -26.19 -125.3 

  (13.74) (20.64) (19.29) (419.0) 

UpzillaFulgazi -43.60*** -40.18* -35.18* -51.57 

  (13.68) (20.09) (18.24) (78.33) 

UpzillaKalia -35.45*** -0.858 -44.77** -71.59 

  (12.07) (16.21) (18.04) (229.3) 

UpzillaKolmakanda -9.056 26.13 -16.81 64.71 

  (12.54) (17.00) (17.54) (135.2) 

UpzillaLohagara -18.11 2.087 -25.12 -66.05 

  (30.64) (22.56) (25.50) (225.9) 

UpzillaMadhobpur -35.92** -18.37 -48.31** -163.4 

  (13.76) (25.60) (21.86) (481.5) 

UpzillaPirgacha -43.17*** -8.753 -46.19*** -122.2 

  (13.75) (28.73) (15.46) (366.3) 

Loan in Year Before Last Year   1.209   -8.983 

    (0.876)   (32.04) 

Constant 65.06 -113.2 65.94 -173.4 

  (86.53) (75.60) (83.20) (232.8) 

Observations 125 54 125 54 

R-squared 0.303 0.477     

Note: Robust standard errors in parentheses; ***p<0.01, **p<0.05, *p<0.1
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5.4 Credit and Agricultural Production: Qualitative Analysis 

In this sub-section, a qualitative analysis explaining the link between credit and agricultural 

production has been postulated. Households use credit for the production of food-crop, 

poultry and dairy products. Along with credit, they use savings and income from other 

sources to finance their planned cost of production. They also take credit (for food 

production): (i) in case of rise in estimated cost, (ii) to meet any unexpected outlay and (iii) 

in the absence of alternative financing. Any food production decision based on solitary 

credit financing is rare in rural areas. The opportunity cost of not having access to credit for 

food production is, lower production, reduction of other household consumption and sale of 

assets.  

Farmers usually take credit for Boro production, where irrigation and other input cost 

surpass equity financing. However, they also go for debt financing in Aman and Aus 

production, but that is to a lesser extent. FGDs reveal that the borrowers need credit mostly 

during the month of January. Both home based and commercial poultry rearing are done 

with credit financing, which is equally true for fishery as well as for livestock production. 

Crop farmers having mortgage worthy landed property however prefer formal agricultural 

loan. Beside crop production, those who have other regular sources of income avail NGO 

credit and pay the installment from that regular cash flow. The sharecroppers or marginal 

farmers, having no or sparse landed property take loan from informal sources and pay 

interest in kind, which remains  much higher than the formal interest rate. In spite of such 

high interest rate, they prefer this type of borrowing as they can repay the principal amount 

at a favorable time, mainly after harvesting the crop. 

Credit augments household income from both farm and nonfarm activities. The major 

source of income increment takes place through self-employment, while concomitant wage 

employments‘ contribution is also notable. Access to credit has given the opportunity to 

marginal and small farmer to plough their small plot of land and also has made the lease of 

additional land possible. This larger cropping intensity increases the income and production 

of pertinent households and promotes household food security. In addition, it also creates 

employment opportunities for farm wage laborers which contribute towards their food 

security. Similar scenario occurs when a credit recipient starts a non-farm enterprise, 

primarily affecting income and secondarily the food stock of the entrepreneur (self-

employed) and of the paid up person(s) of the enterprise (wage employed). FGDs provide 
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evidence of credit positively affecting education of children and health treatment of 

household members-both of which contributes towards human capital development of 

households and consequently increases the potential of household income. 

According to the FGDs, agricultural productions are ‗point-input point-output type‘. 

However, number of credit arrangements (of local NGOs and Coops) availed by the small 

and marginal farmers (for easy access) are ‗point-input continuous -output type‘.  They 

cannot use the entire portion of credit into their investment venture as they have to start 

repaying the installments immediately after the sanction of the loan. One important finding 

of the FGDs is that this type of arrangement decreases the utility of credit and drives the 

farmers to go for exorbitant interest leading arrangements, which eventually erode their 

production surplus.     

5.5 Summary of Result on Agricultural Production: 

Access to credit or participation in the credit program has positive impact on agricultural 

production which has been evidenced in this study through both quantitative and qualitative 

exploration. In the context of agriculture sector‘s composition, rice dominant crop 

production has increased significantly over time due to the shift of production pattern from 

local varieties of rice to high yielding varieties which have been generously facilitated by 

the expansion of credit through various channels. Our estimates suggest that, availing credit 

have significant positive effect on total household crop production and in comparison to an 

otherwise similar household without receiving credit, households with credit have more 

crop worth 3246 taka. This observation has been supplemented by the FGD findings and 

households are found to use credit, along with other components of their financial portfolio 

like savings, additional income etc. for the production of food crops, for raising poultry or 

livestock. Commercialization of agriculture is eventually transforming the ‗transactions in 

kind‘ to ‗transactions in cash‘ where the latter requires the use of credit to a great extent. 

Earlier sharecropping has been overriding in the rural tenancy market which are being 

overwhelmingly replaced by cash leasing. The FGD findings noted that access to credit has 

given the opportunity to marginal and small farmers to plough their small plot of land and 

also has made the lease of additional land possible and in the way enables them to augment 

household production and income. 
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Chapter 6 

Summary of Findings 

This report attempted to analyze the link between credit, food production, food security and 

dietary diversity with the help of both quantitative and qualitative technique. The broad 

objectives of this research is primarily 4 folds: (i) to review major agricultural credit 

programs of Bangladesh; (ii) to understand the profile of credit recipients and non-

recipients; (iii) to analyze the link between credit and food security and dietary diversity; 

(iv) to examine the way credit might affect agricultural production. In addition to journal 

articles, book chapters and reports, this research has made use of one primary and one 

secondary data base on households. These sources have been complemented with focus 

group discussions conducted on credit recipients and non-recipients.  

In terms of research questions/objectives, the main challenges of this study was to 

disentangle two key linkages, the one between credit and food security and dietary diversity 

and the other between credit and agricultural production. In  order to address these issues, in 

terms of methodologies, as discussed in chapter 3 both descriptive as well as econometric 

analyses have been applied. We have utilized both secondary micro data source (the HIES 

2010) and primary survey data for addressing these research questions.   

In chapter 2, the first major objectives of the study was with, where a brief review of 

existing literature has been outlined along with a review of major agricultural credit 

programs run in the country during  the last one and half decade. This analysis has 

highlighted the outreach, target, cost-benefit of such programs and attempted to understand 

the degree of success as well as the shortcomings the programs to offer better insights about 

the efficient management strategies of agricultural credit programs of Bangladesh. 

Chapter 3 offered a brief summary of the key features of the data sets used in the analysis 

along with an outline of the key econometric methodologies applied in the study. It 

therefore works as a background chapter for examining the objectives of the study.  

In chapter 4, both quantitative analysis involving secondary as well as primary survey data 

and qualitative evaluation with the help of FGDs have been adopted. In the 1
st
 part of the 

chapter with HIES and survey data the socio-economic features of households with or 
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without credit has been examined. This has been done primarily through tabular and 

graphical analyses of the data across the recipients and non-recipients. In addition, 

borrowers have been disaggregated across sources of credit-e.g. formal, informal and micro 

credit and the differences across these groups on the basis of education, land holding, 

income, household size, occupation, food consumption, agricultural production etc. have 

been examined.  

The 2
nd

 part of chapter 4 deals primarily with understanding the link between credit and 

food security and credit and dietary diversity. Here, both descriptive as well as econometric 

analyses have been carried out. For HIES 2010, while understanding food security we 

primarily considered ‗daily per capita calorie consumption‘ as the representative variable 

and access to credit has primarily been proxied by a dummy variable which takes the value 

of 1 if any member of the household has reported to have borrowed money. In addition to 

OLS, while following Wooldridge (2002) this analysis has also applied an alternative 

methodology for controlling selection bias. Both OLS as well as the alternative method 

reveals that, credit has positive and significant effect on household‘s food security and this 

is true for all 3 sources of credit. Similar analysis with OLS and the alternative method for 

explaining food security has been conducted with our primary survey data and this has also 

provided evidence in favor of the positive and significant contribution of credit on 

household food security status. In addition to these two methods, this analysis also employs 

IV method to test for any plausible endogeneity of credit variable but the results show no 

sign of endogeneity.  

In the context of dietary diversity, we relied on 2 types of scores, e.g. Food Consumption 

Score (FCS) and Household Dietary Diversity Score (HDDS). With HIES 2010, FCS has 

been constructed and our estimation of OLS shows that access to credit have positive 

contribution to this score. Similar analyses with primary data using HDDS have been 

applied. Here along with OLS and an alternative methodology for controlling selection bias, 

IV method is also applied and the relevant tests suggest presence of endogeneity in credit 

variable. In the presence of endogeneity, IV estimates provide evidence of the positive 

contribution of credit in household dietary diversity.  

Chapter 4 concludes with the findings from FGDs regarding the dependence of household 

food security on access to credit. The discussions indicate that households who get 
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necessary food items (especially rice, protein etc.) from farm production, facilitated by 

credit financing, are direct beneficiaries of credit as it helps them in attaining food security. 

The FGDs also explored some other peculiarities of the households which lead them to go 

for credit for smoothening households‘ food consumption. The households, whose incomes 

are limited, face scarcity in food when they approach towards the end of month, which span 

in later months too. These households are bound to rely on credit in cash and/or in kind. 

Farm households, who depend on farm wage labor remains unemployed during rainy 

season, consequently faces loss in income. These households also avail credit for supporting 

their basic food requirements. In order to meet food requirements, they borrow rice from 

their neighbors and relatives and sometimes they go into a contract with the local shop-

keepers or rice suppliers for providing food on deferred payment. Households who depend 

on remittances sometimes face irregular flow of remittance and face scarcity in food stock, 

mostly in later parts of month. In such cases, they often take overnight type of credit to 

smoothen household consumption.  

Chapter 5 attempts to find out whether there exists any relationship between agricultural 

production and credit in Bangladesh. The answer to this association is based on three types 

of data sets: household income and expenditure survey of 2010-a nationally representative 

survey; a primary survey conducted by the Bureau of Economic Research under the aegis of 

this project; and focus group discussion. The analyses based on these three types of data sets 

show positive association between agricultural production and credit usage.  

Regression analysis based on HIES 2010 data tried to show the relationship between 

agricultural production and three dummies for credit (i.e. formal, informal and quasi-formal 

or microcredit). More specifically, agriculture production is represented by the total money 

value of different types of agricultural production (e,g, crop, fish, livestock and forestry) 

added up and converted in 1000 taka. The estimates show that, it is formal credit rather than 

informal or microcredit that have significant relationship with household agriculture 

production. Further analysis to check whether the ‗access to credit dummy‘ might cause 

self-selection bias in estimating agricultural production regression using an alternative 

technique also indicate the above association between credit and agriculture production. 

The prime objective of the primary survey was to find out the relationship between credit 

and cost of input and agriculture production. The survey result suggests that the key 
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purposes of credit are: (i) transportation and storage; (ii) fertilizer and pesticides and (iii) 

irrigation. Credit served as high as 90% of total transportation cost and also around 83% of 

the cost of fertilizer. Regression analysis using the survey data found positive association 

between participation in credit program and agricultural production. More specifically, we 

used two of the variables of agricultural production e.g. ‗value of agricultural production in 

last year (i.e. 2011) in 1000 taka‘ and ‗value of production in the year before last year (ie. 

2010) converted in 1000 taka‘. For capturing the effect of credit, the variables that have 

been used are ‗amount of loan received in last year, converted in 1000 taka‘ and ‗amount of 

loan received in year before last year, converted in 1000 taka‘. According to the regression 

results ‗value of agricultural production in last year (2011)‘ shows a positive and significant 

association with the ‗amount of loan received in last year (2011).However, same estimate 

with values found for the year 2010 (i.e. the year before the last year)did not show any 

significant association. This finding may be due to the problem of recall method used in the 

survey to generate information. 

The quantitative analyses, especially the one related to food security reveals a very 

interesting feature- although comparison of simple descriptive show the non-borrowing 

households to be in better position in terms of food security, our econometric estimations 

show the opposite. The reason of credit playing a positive role in food security therefore lie 

either in relevant observable characteristics of households i.e. the controls or in 

unobservable features contained in the error term. A careful observation reflects that, factors 

like, asset, operating land, income, region (residing in rural area), household head‘s 

education, household head‘s age,  proportion of literate members in household etc. act 

positively in food security. On the other hand, sex of household head (being female), size of 

household, dependency ratio of household etc, influence food security in a negative manner.  

While looking at the descriptive (Table 4.1), among the positive factors, borrowers are in 

better position in terms of operating land, income and region (being in rural area). 

Therefore, it must be either these factors or unobservable features contained in the error 

term working positively towards the food security status of households.  

A qualitative analysis through FGD explaining the link between credit and agricultural 

production has also been postulated. According to the FGD, households use savings and 

income from other sources to finance their planned cost of production, along with credit. 

They usually take credit (for food production): (i) in case of rise in estimated cost, (ii) to 
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meet any unexpected outlay and (iii) in the absence of alternative financing. However, any 

food production decision based on solitary credit financing is rare in the villages. Farmers 

usually take credit for Boro production, where irrigation and other input cost surpass equity 

financing. Both home based and commercial poultry rearing are done with credit financing, 

which is equally true for fishery as well as for livestock production. Crop farmers having 

mortgage worthy landed property however prefer formal agricultural loan. Beside crop 

production, those who have other regular sources of income avail NGO credit and pay the 

installment from that regular cash flow. The sharecroppers or marginal farmers, having no 

or sparse landed property take loan from informal sources and pay interest in kind, which is 

much higher than the formal interest rate. In spite of such high interest rate, they prefer this 

type of borrowing as they can repay the principal amount at a favorable time, mainly after 

harvest takes place.  

It is interesting to note that credit has also helped communities in expansion of non-farm 

activities and social development. The major source of income increment takes place 

through self-employment, while concomitant wage employments‘ contribution is also 

notable. Access to credit has given the opportunity to marginal and small farmer to plough 

their small plot of land and also has made the lease of additional land possible. This larger 

cropping intensity increases the income and production of pertinent households and 

promotes household food security. In addition, it also creates employment opportunities for 

farm wage laborers which contribute towards their food security. Similar scenario occurs 

when a credit recipient starts a non-farm enterprise, primarily affecting income and 

secondarily the food stock of the entrepreneur (self-employed) and of the paid up person(s) 

of the enterprise (wage employed). FGDs also provide evidence of credit positively 

affecting education of children and health treatment of household members both of which 

contributes towards human capital development of households and consequently increases 

the potential of household income. 

The findings of the research point to some policy implications. 

 Given a positive association between institutional credit and agriculture production, 

it is therefore recommended to expand the agricultural credit disbursement 

particularly to the small farmers. An interesting finding of the FGD was that credit 

augments household income from farm activities as well as from nonfarm activities. 
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In the context of Bangladesh expansion of non-farm activities has been considered 

an essential strategy to promote growth, employment generation and poverty 

reduction. Thus a careful balance must be maintained both formal and quasi formal 

institutions while devising their credit portfolio.  

 

 It is also observed that timely sanction of credit and hassle free advance is more 

preferred by the farmer than the lower interest rate or any waiver on interest. In case 

of approaching the credit from public institutions the potential recipient has to 

undergo unofficial transaction cost like bribe or time consumption due to 

bureaucratic process (which usually arrives in the absence of speed money!). 

Therefore an important policy issue is to streamlining the bureaucratic processes in 

public institutions.  

 

 It is found that households (mainly the low income ones) use credit (mostly 

collected from informal sources) to buy necessary food items. Credit facilitates 

household food production. It contributes to their primary as well as secondary 

income sources which are found to play a positive role towards household food 

security. The situation may become even worse in bad years when the households 

might have experienced flood or bad harvest. Thus, in the bad years in terms of 

agricultural production, share of consumption loans may be increased. Besides, 

relaxation of collateral for small loans will be helpful for poor farmers. These 

measures for agricultural credit will be helpful in reducing rural poverty. 

 

 Marginal and poor farm households, not having access to formal lending sources 

except MFI, utilize the non-farm credit for agricultural purposes. But this installment 

based credit is not suitable for ‗Point input Point output‘ type agricultural, especially 

crop activity.  Steps should be taken so that MFI can arrange appropriate agricultural 

(crop) credit scheme for the marginal farmers and landless sharecroppers. 
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ANNEX-A Household Survey Questionnaire 

 

The Role of Credit in Food Production and Food Security in Bangladesh 

Household Survey Questionnaire 

 

ID Number………… 

  

 

(Credit) Recipient=1  

(Credit) Non-Recipient=2 

 

Preamble  

Credit seems to play a crucial role both in food production and food security. But the extent 

of role is yet to get identified. Hence a research initiative has been taken by the Bureau of 

Economic Research of Dhaka University with the collaboration of the Food and Agriculture 

Organization of UN to assess The Role of Credit in Food Production and Food Security in 

Bangladesh. Your sincere support is highly required for research data and information. As 

an interviewee your identity will be kept confidential. 

 

 

Study undertaken for 

Food and Agriculture Organization (FAO) 

 

Study conducted by 

Bureau of Economic Research (BER) 

Arts Faculty Building; University of Dhaka. 

Nilkhet, Dhaka-1000; 

Tel: +880 (2) 9661900-59 extn 4560; Fax: +880 (2) 8615583; 
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[Interviewer: When starting the interview, please make sure that- 

The consent of the respondent has been sought.  

The respondent has been informed about the objectives of the survey. 

The type of questions to be used has been explained.] 

 

SECTION 1: IDENTIFICATION OF RESPONDENT  

Name of Respondent : 

Age: 

Sex:                      Male=1                   Female=2 

Name of Father/Husband: 

Name of Mother: 

Name of Household Head: 

Village:                                        Union:                                 Para/Mouza: 

Upazila: 

District: 

Division: Dhaka=1, Chittagong=2, Rajshahi=3, Khulna=4, Barisal=5, Sylhet=6, 

Rangpur=7   

 

SECTION 2: HOUSEHOLD BACKGROUND INFORMATION  

2.1 Demographic and Social Information of the Household   

Sl.  
No. 

HH member’s name 
(start from 
‘household head’,  
then use age 
sequence: in a 
descending  
order)*  

Relationship  
with the HH  

head1 

Sex  
Male=1  

Female=2  

Age  
 (in 

complete 
Yrs.)  

Education  
 (Highest 
class 
passed) 

Marital 
Status2 

1        
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2        

3        

4        

5        

6        

7        

8        

9        

10        

 

*  Household member: Takes food from the same 'Chula`, generally sleep at night under 

the same roof at least once in the last 6 months; guests will not be included. However, 

any expatriate family member contributing to the household regularly but may be out 

of home for more than 6 months will be treated as household member. 

1  Relationship code: HH head=1, Father=2, Mother=3, Brother=4, Sister=5, Husband=6, 

Wife=7, Son=8, Daughter=9, Paternal Grand-father=10, Paternal Grand-mother=11, 

Maternal Grand-father=12, Maternal Grand-mother=13, Paternal Uncle (chacha)=14, 

Paternal Aunt (chachi)=15, Maternal Uncle (khalu)=16, Maternal Aunt (khala)=17, 

Maternal Uncle (mama)=18, Maternal Aunt (mami)=19, Brother-in-law (shalok)=20, 

Sister-in-law (shalika)=21, Brother-in-law (debor)=22, Sister-in-law (bhabi)=23, Sister-in-

law (nonod)=24, Sister-in-law (jaa)=25, Other=26. 

2 Marital Status code: Married=1, Unmarried=2, Divorced/separated=3, Widow=4, 

Abandoned=5, Other=6  

 

2.1 Economic (Occupation) Information of the Household  
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HH 
me
mb
er’s 
sl 
no  
 

a) Income 

Earner  

Yes=1>>Q

.b 

No=2>>Q.

d 

 b) Main 

Occupation1 

c) 

Secondary 

Occupatio

n2  

d) Whether 

ready for 

work in the 

last seven 

days? 

Yes=1 

No=2>>Q.f 

e) Whether 

searched for 

any work in 

the last 

seven days?  

Yes=1>>Q.3.

1 

No=2 

 

f) Why 

didn’t 

search/read

y for work in 

the last 

seven 

days?3 

 

 

1        

2        

3        

4        

5        

6        

7        

8        

9        

10        

 

1  Main Occupation code= Farmer/cultivator =01, Housewife =02, Agri-labour = 03, Non-

agri-labour = 04, Salaried job =05, Mason =06, Carpenter =07, Rickshaw/van puller =08, 

Fisherman = 09, Boatman =10, Blacksmith =11, Potter =12, Cobbler =13, Shopkeeper 

=14, Petty trader =15, Business =16, Tailor =17, Umbrella Repairer =18, Driver =19, 

Cottage Industry =20, Village doctor/Quack =21, Homeopath/ Ayurvedic/Unani =22, 

Imam/priest = 23, Electrician/ mechanic =24, Barber =25, Housekeeping aid at other’s 

house =26, Birth attendant/TBA =27, Butcher =28, Teacher =29,Retired service holder/ 

elderly person =30, Student =31, Unemployed =32, Children (0-6 years) =33, Disabled/ 

physically challenged =34, Expatriate (who work abroad), Assistant in household 

works=36, Others (specify) =37…………………………………. 
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If no primary occupation, write code (-). 

2 If no secondary occupation, write code (-). If main occupation is “student”, secondary 

occupation will be nil.  

3 Unprepared for or Not searching work code: Adequate homestead work=1, 

Housewife=2, Student=3, Very old/Retired=4, Very tender age=5, Ill for the time 

being=6, Disable=7, Waiting to enter new job=8, No work is available=9, Other(Please 

specify)=10, No response=88    

 

 

SECTION 3: INFORMATION ON HOUSEHOLD INCOME AND EXPENDITURE  

3.1 Household Income (yearly) 

Sl. 

No 
Income source 

Income 

(Tk.) 

1  Crop  

2  Vegetable (homestead garden)  

3  Fruit (homestead garden)  

4  Trees/nurseries  

5  Poultry  

6  Livestock  

7  Pisciculture/Fisheries  

8  Wage labor: Agriculture  

9  Wage labor: Non-agriculture  

10  Stationery shops  

11  Business  

12  Income from agricultural land/ land/ ponds sell /lease etc.  

13  Rent: house, shop  

 14  Salaried job  
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15  Transport: van, rickshaw, boat, motorcycle, cycle  

16  Cottage industry (Run by HH member)  

17  Remittances (home/abroad both)  

18  Gifts  

19  Gratuity/Pension etc.  

20  

Social safety allowance: (VGD, VGF, education stipend, old age 

allowance, widow allowance, distressed allowance, disable allowance, 

freedom fighter allowance etc). 

 

21  Other (Specify) ………………  

Total  

 

3.2 Household Asset Holding  

Sl. 

No 

Asset Code Amount/Number  Present Market 

Value  

1 Agricultural land     

2 Other land    

3 Homestead     

4 Home based livestock or poultry    

5 Agricultural appliances    

6 Vehicles    

7 Other Assets    

 

Other land  Code: Homestead Land=1, Garden=2, Pond/Ditch=3, Other (specify)=4 

Homestead Code: Pucca Structure=1, Semi Pucca Structure=2, Katcha Structure=3, Other 

(Specify)=4. 

Home based livestock or poultry Code: Cow/Buffalo=1, Goat/Sheep=2, 

Duck/Hen/Pigeon=3, Other (Specify)=4. 
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Agricultural appliances Code: Shallow Tube well=1, Deep Tube well=2, Power 

Tiller/Tractor/Threshing Machine=3, Plough=4, Hoe/Spade/similar equipment=5, other 

(specify)=6. 

Vehicle Code: Car=1, Motorcycle=2, Rickshaw/Van/Bicycle=3, Baby Taxi=4, Boat=5, 

Nosimon/Korimon=5, Other (Specify)=6. 

Other Asset Code: Ornament=1, TV=2, Refrigerator=3, Cell Phone=4, Fan=5, Furniture=6, 

Swing Machine=7, Other (Specify)=8. 

 

3.3 Household Expenditure  

Sl. 

No 

Category  Total 

expenditure 

(Tk.)  

1 
Food (monthly) (Calculate including own produced consumed 

agricultural goods) 
 

2 
Clothing (yearly): For adults, children and other household 

members  
 

3 Housing and related (yearly)  

4 Health care/treatment (yearly)  

5 Education (yearly)  

6 Assets bought for the HH last year (specify)  

7 Other, please specify  

Total  

 

SECTION 4: INFORMATION ON HOUSEHOLD FOOD SECURITY SITUATION 

4.1 Household Dietary Diversity (24 hours/Previous day)  

(Please describe the foods (meals and snacks) that you ate or drank yesterday during the day 

and night, whether at home or outside the home. start with the first food or drink of the 

morning. Write down all foods and drinks mentioned. When composite dishes are 

mentioned, ask for the list of ingredients. When the respondent has finished, probe for meals 

and snacks not mentioned.)  
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Break fast Snack Lunch Snack Dinner Snack 

      

 

(When the respondent recall is complete, fill in the food groups based on the information 

recorded above. For any food groups not mentioned, ask the respondent if a food item from 

this group was consumed.) 

 

Q. 

N 

Food Category Examples of foods Yes=1 

No=0 

1 Starchy Staples/ 

Cereals 

corn/maize, rice, wheat, sorghum, millet, bread, 

noodles, porridge, wheat, muri, potatoes, 

hotchpotch  and others 

 

2 Vitamin A rich 

Vegetables 

pumpkin, carrot, squash, sweet potato (orange 

inside), red sweet pepper and others 

 

3 Dark Green Leafy 

Vegetables 

amaranth, cassava leaves, kale, spinach and others  

4 Other Vegetables tomato, turnip,  onion, eggplant, Vitamin C rich 

vegetables  and others 

 

5 Vitamin A rich 

Fruits 

ripe mango, banana, cantaloupe, apricot (fresh or 

dried), ripe papaya, dried peach, and 100% fruit 

juice made from these  

 

6 Other Fruits Vitamin C rich fruits like orange, lemon and others  

7 Organ meat  liver, kidney, gizzards, heart or other organ meats 

or blood-based foods and others 

 

8 Flesh meats  beef, pork, lamb, goat, rabbit, game, chicken, duck, 

other birds and others 

 

9 Eggs eggs from chicken, duck, koel or any other egg and 

others 

 

10 Fish and Sea food  small fish (like kachki, mola, dhela, chapila, batashi, 

small; prawn) fresh or dried fish or shellfish and 
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others 

11 Legumes, Nuts and 

Seeds 

dried beans, dried peas, lentils, nuts, seeds or 

foods made from these (eg. hummus, peanut 

butter) and others 

 

12 Dairy food  milk, cheese, yogurt or other milk products and 

others 

 

13 Oils and Fats  oil, fats or butter added to food or used for cooking  

14 Sweets sugar, honey, sweetened soda or sweetened juice 

drinks, sugary foods such as chocolates, candies, 

cookies, molasses and cakes and others 

 

15 Spices/Condiments  black pepper, salt, soy sauce, hot sauce and others  

16 Beverages  coffee, tea, soft drink, juice and others  

 
4.2 Household Food Consumption (7 days/Representative week)  

Sl No. Items Quantity Consumed 

1 Rice (Kg)  

2 Atta/Wheat (Kg)  

3 Fish (Kg)   

4 Meat (Kg)  

5 Egg (Number)  

6 Milk (litre)  

7 Pulses (gm)  

8 Vegetables (Kg)  

9 Potato (Kg)  

10 Fruits (gm)  

11 Edible oil (litre)  

12 Onion/Garlic (Kg)  
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13 Chili (Kg)  

14 Spices (gm)  

15 Salt (gm)  

16 Sugar (gm)  

17 Gur (gm)  

 

4.3 Household Food Security Status (4 weeks/Last month) 

Scale Items  Response Codes (Frequency 

Categories) 

1. 1. Worry that the household would not have enough 

food  

Never, Rarely, Sometimes, 

Often  

2. 2. Not able to eat the kinds of food preferred  Never, Rarely, Sometimes, 

Often 

3. 3. Eat a limited variety of foods  Never, Rarely, Sometimes, 

Often 

4. 4. Eat some foods that you really did not want to eat  Never, Rarely, Sometimes, 

Often 

5. 5. Eat a smaller meal than you felt you needed  Never, Rarely, Sometimes, 

Often 

6. 6. Eat fewer meals in a day  Never, Rarely, Sometimes, 

Often 

7. 7. No food to eat of any kind in your household  Never, Rarely, Sometimes, 

Often 

8. 8. Go to sleep at night hungry Never, Rarely, Sometimes, 

Often 
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4.4 Household Food Poverty Status (12 months/Last Year) 

Status Number of Months/Weeks/Days in the last 

year  

9. 1. Had no meal a day   

2.Had one meal a day  

2. 3.Had two meals a day  

3. 4.Had adequate rice intake, but deficit 

in protein 

 

4. 5.Had adequate rice and adequate 

protein intake 

 

 

SECTION 5: INFORMATION ON HOUSEHOLD CREDIT in the last year 

5.1 Household Credit accessibility  

a) How 
far is the 
closest 
bank 
branch 
from 
your 
house? 
(use 
mile) 

b) Does any 
member of 
household 
have any 
bank 
account?  
Yes=1 No=0 

c) Does any 
member of 
household have 
any savings 
account in the 
local NGOs, 
cooperatives or 
quasi formal 
institutions? 
Yes=1 No=0 

d) In the last 
one year has 
any member of 
the household 
applied for any 
credit?  
Yes=1>>Q.5.2  
No=0>>Q.e 

e) Reason(s) for not applying 
for any credit?  

     

Reason for not applying (code): 

Lack of collateral=1; record of default loan=2; other, please specify=3. 

 

5.2 Household Credit situation  

Amount 
of 
credit 
receive
d (State 
separat
ely 

 
Am
oun
t of 
cred
it 
dem

Source
(s) of 
credit 
(code) 

 Rate of 
interest 
(monthl
y/ 
yearly) 

 Main 
reasons 
for taking 
loan? 
(code) 

Real 
usage 
of 
loan 
(code) 

Type of costs 
faced while 
availing credit 
(Specify time 
required to go 
to the place, 
cost of 

Number of 
years the 
household is 
receiving 
credit from 
formal or 
quasi-formal 
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every 
individu
al credit 
taking) 

and
ed 

transport, 
other cost) 

sources 

        

        

        

Source of Credit (Code): Private commercial bank=1; public commercial bank=2; 

agriculture bank=3; NGO=4; co-operative=5; relative/friends=6;  mohajon or local money 

lender=7; other=8 

Reason for taking loan (code): Consumption of food=1; asset creation e.g. building house, 

buying land=2; for the purpose of marriage=3; health expenses=4; education expenses=5; 

for purchasing traditional agricultural inputs/equipment=6; for innovative investment in 

agriculture e.g. HYV rice/other crop etc.=7; repayment of loan=8; other, please specify=9; 

no response=88. 

Real usage of loan (code): Consumption of food=1; asset creation e.g. building house, 

buying land=2; for the purpose of marriage=3; health expenses=4; education expenses=5; 

for purchasing traditional agricultural inputs/equipment=6; for innovative investment in 

agriculture e.g. HYV rice/other crop etc.=7; repayment of loan=8; other, please specify=9; 

no response=88. 

Type of problems (code): Adequate credit was not obtained=1; complex rules and 

regulations=2; greater distance from residence=3, delay in disbursement=4, credit was not 

available due to lack of collateral=6; other, please specify=7; no response=88. 

 

SECTION 6: INFORMATION ON ROLE OF CREDIT IN FOOD PRODUCTION  

6.1 Portion of Credit in the cost of Input Use in the last year 

No Used input Input cost (total in 

BDT) 

Amount paid by credit  

01 Land renting/leasing, land tax , 

etc. 

  

02 Laborer cost, Purchasing cattle, 

Plough, Tractor, Power tiller 

  

03 Irrigation   
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04 Fertilizer, Seed, Pesticides   

05 Transport, Storage and 

Marketing 

  

06 Other (Specify)   

 

6.2 Credit received and production in last two years 

 

Credit 

received in 

last year 

Type of 

production 

(code) 

Value of 

Production (in 

Taka) in last 

year 

Credit 

received in 

the year 

before last 

year 

Type of 

production 

(code) 

Value of 

Production 

(in Taka) in 

the year 

before last 

year 

      

      

      

Type of production (code): Paddy=1, Poultry=2, Livestock=3; Fisheries=4; Vegetables=5; 

Fruit=6; Other crop=7 

 

Put 0 in the ―credit received‖ column if no credit is received 

 

Give thanks to the respondent for spending his/her valuable time and cooperation. 

Name and Signature of the Interviewer  

Name……………………………………… Signature……………………… 

 Date………………… 

Name and Signature of the Supervisor   

Name………………………………………  Signature……………………… 

 Date… 
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ANNEX-B FGD Reports 

 

FR-01 (Along with a Case Study) 

 

Focus Group Discussion (Female) 

June 29, 2012 

 

 

Village- Dharmaghar  

Union Parishad- Dharmaghar  

Sub district- MadhabPur 

District-Hobiganj 

The discussion started with nine female participants. They were present throughout the 

conversation while some other inquisitive females entered into the dialogue, though they 

were not approached by the facilitator and they themselves did not present till the end. 

Almost all of the core participants were under the previous household survey. So they were 

familiar about the study objectives, more or less. Even though they were informed about the 

intentions of the discussion , they were requested to concentrate the meeting with ultimate 

attention. However, all the participants spoke spontaneously, except one or two. The 

facilitator tried to touch all the points, noted in checklist, but sometimes equal emphasis 

could not be ensured as the discussion ran to its own way with natural pace.      

Two out of nine participants did not take credit in the last two years, earlier they had some 

experiences of taking loan from relatives and neighbors in small amount.  One of the non-

recipients told that her husband did not like to let the outsiders (loan officers of local NGOs) 

enter into their house as it is inhibited by religion and they have an adolescent daughter in 

their family. Another woman told that if she could not pay back loan it would be an issue of 

prestige. She also mentioned that taking credit is a socially shameful matter. The credit 

officers come to the house each week and insist on paying back the installments roughly, if 

there is any delay.  The non-recipients also claimed that they were happy with their existing 

household economic situation. The following discussion revealed that their households did 

not have any surplus working person who could utilize credit; again the existing earning 

members were so much busy with their own job that they did not have any scope to use 

credit in some earning activities.  
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The non recipients were minor (in number) in the discussion as well as in the village. The 

participants opined that almost all the villagers were accustomed to take credit. Even the 

poor take loan for running their day to day life. The villagers, who do not get access to 

formal credit, took loan from their neighbors or relatives. Some of the participants thought 

that this was not the case fifteen or twenty years ago. In those days people did not like to 

take credit for small purposes. They got hungry, went for begging but did not want credit. In 

fact, other people were also not interested to give credit as there were very few people who 

did have surplus money of their own. There were not so many NGOs or Cooperatives at that 

time. The participants opined that credit opportunities have increased over time as there 

grew numbers of credit agencies around the village over the last 10 years. Some remarked 

that credit officers are very much keen to provide credit those who have repaid earlier loans 

on time. Some participants mentioned that if anybody failed to repay loan once, the loan 

officers tried to avoid him or her for next time.   

Some FGD participants took credit for crop production in the last two years, like some other 

villagers do. One of the participants took a loan of 10,000/- from a local co-operative and 

gave her husband to use a major portion of that in paddy cultivation in the last Boro season. 

Though she could not mention specifically where the credit money was used, she noted that 

the money was mainly used in the purchase of irrigation water, fertilizer and labor. Some of 

the participants financed their purchase of poultry and livestock with the credit taken 

basically from local NGOs; but they could not specify the portion of the financing as they 

have used a portion of the credit for smoothening some of their household activities and in 

some cases a portion of their savings was also used in poultry and livestock. A female 

participant told that she had to take credit several times to repay the loan which she 

borrowed earlier to finance household consumption. Some participants mentioned that they 

took loan to purchase some household furniture and assets; and finance the education 

expenses of their children.   

The partakers of the FGD think that the villagers use a significant amount of their credit to 

meet the expenditure of crop production, livestock or poultry rearing. Some debated on the 

extent as they thought that earlier credit portion was higher but at present household income 

is sufficient enough to finance these sorts of expenditure. The villagers do not maintain any 

fisheries activities except there is a water body which is leased to a rich man.  
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All the participants, except one, claimed that their households were food secured. They told 

that they were not at least suffering from scarcity of two meals, consisting Dal-Vath. They 

opined that in earlier days like a decade or two ago, there were some days for their 

households when they had to go without meals. But at present if the household members are 

work-worthy, that household can manage meal by working anything. They admitted that 

sometimes they could not afford their favorite meals. One female participant told her 

miserable situation that her household was consisted of nine members with only one earning 

member, i.e., her husband who also became sick some times and could not be able to go for 

work. Her mother in law had been sick for a long time and needed an expensive medicine 

regularly. She has to borrow money from neighbors and relatives to buy basic meals. 

Another household was found in the village where lived an aged man who did not have 

anybody to look after and he himself did not support his livelihood. So he is in a food 

insecure situation, maintaining his day on the mercy of neighboring people.     

Participant List 

No Name Age Education 

01 Amena Begum 48 Literate  

02 Monowara Begum 50 Illiterate  

03 Rehana Begum  37 Class 2  

04 Rahela Begum 24 Class 5 

05 Kohinur Begum  26 Class 2 

06 Anowara Begum 32 Literate 

07 Selina Begum 38 Illiterate 

08 RowsonAra 47 Literate 

09 Suraya Begum  35 Literate 

 

 

 

 

Case Study  

 

Amena Begum- A Successful Utilizer of Micro Credit   

 

Amena Begum, aged 48, lives in a family of 7 members. She was taking care of her cows in 

an open orchard, when her interview was taken. Her husband is a mechanic, who earned 

more in his early age when he was in sound health and could go to work every day. Now his 

earning has turned down to 6,000/- to 7,000/-. Her elder son is a seasonal worker- 
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sometimes works as a farm laborer, sometimes becomes sharecropper and sometimes 

provides water to others‘ land. He is married with an issue; her wife works most of the 

household activities of the joint family. The younger son of Amena Begum went to Dubai 

for couple of years and he sends monthly 20,000/- in these days. Her only daughter reads in 

class 9. The family looks forward her to complete her education successfully.  Apparently 

Amena has a blissful family that she also thinks. But the story was not the same when she 

got married more than three decades ago.  

Amena Begum has been taking credit from all the local NGOs for the last two decades. She 

sometimes took loan from her neighbors and relatives. During the last five years, she has 

been the member of Grameen Bank (GB), BRAC and ASA. She cut off her name from the 

BRAC as it transferred its centre from the area one year ago. 6 months ago she also closed 

her account from ASA. Now she is only the member of GB. She shrunk her savings 

portfolio in the local NGOs because she has been maintaining a savings account in the Bank 

where her expatriate son remitted a portion of his monthly wage. She also stated that at 

present she does not need any credit.   At the beginning of her family life she took loan and 

gave her husband for running his business. She herself invested in livestock several times 

and made profit after successfully paying back the credit. Taking credit, she gave money to 

her elder son for running his business. Once she managed a loan for starting a restaurant for 

this elder son in the nearby market. Unfortunately that initiative turned into futile but she 

managed to repay his loan in some other way. She bought a house, partially financed by one 

of her loans. She sent her younger son in abroad which was also partially financed by credit. 

She claimed that the education expenditure of her three children was also financed by taking 

credit, which she later on paid back on due terms. Amena opined that she had more demand 

of credit when her children were younger and in schools. But at present her household 

income remains in a healthy position with the contribution from her two sons, which 

reduced her credit demand. She is saving now for her daughter‘s higher education so that 

she will be married with some educated bride.   

Amena‘s husband and elder son has been engaged in food production for couple of years, 

though they do not have any land of their own. They went share-cropping contract for the 

production of boro, potato and some other seasonal vegetables. This year they met the cost 

of food production from their own income but earlier in some cases, they took credit for 

meeting the production costs of crops.  
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Amena believes that credit has played to increase her household incomes, give education 

opportunity to her children and later on provide employment opportunity to her two sons 

which ensured her family a three meal day all over the year. She also trusts that if credit is 

used in productive activities as she has done, then credit is a virtue for a lower income 

family like hers.           

 

FR-02 

 

 

Focus Group Discussion (Male) 

June 30, 2012 

 

 

Village- Rahamatabad 

Union Parishad- Deorgach  

Sub district- Chunarughat 

District-Habiganj 

 

Almost all of the participants took credit in the last two years. Three out of eight took loan 

from their neighbors and relative. The person who took loan from his relative also took loan 

from a local cooperative. The rest five took loan from Banladesh Krishi Bank (BKB), of 

whom two also took loan from a local NGO and one took loan from the local Cooperative. 

The participants mentioned that a good number of villagers took loan from BKB in the last 

couple of years. The villagers prefer the BKB loan at least for three reasons; one is due to its 

nature of being long term. The credit officers usually not pressurize them for payment of 

installments like the credit officers of the local NGOs. Again, the branch of the BKB is near 

to the village, within 2 miles in particular. The credit officers are also interested to provide 

loan to the villagers. But for that they had to pay some money to the officers sometimes. 

The participants opined that though the villagers took loan from the BKB on the name of 

agricultural use, a significant amount of the loan taken this way gone for non agricultural 

use like the marriage of their son or daughter, purchase of land and house or home furniture.  

The participants think that each household of the village, except one or two, are accustomed 

to take credit on various purposes. The households who do not have any access to credit, 

either lack in any mortgage property or  working member in the household who can utilize 

the credit. The rich households usually take credit from the BKB and private commercial 
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Bank (Pubali Bank Ltd). The middle income and lower income households take loan from 

the local NGOs and cooperatives. The people who are not members of these two and who 

do not have any mortgage worthy property take loan from the neighbors and relatives.         

The participants stated that the villagers took loan for both productive use like starting or 

running business, meeting production cost of crops, purchasing cattle, hen and duck, buying 

rickshaw, van etc. and for non-productive use like purchasing home appliances, financing 

cost of marriage and other family festivals etc. They also mentioned that they used credit for 

education and health purposes.  

Most of the villagers have been taking loan for several years; three FGD respondents took 

their inaugural loan even two decades ago and they counted that so far they have taken at 

least half a dozen formal loans. The most new entrant to the credit market among the FGD 

participants also took more than one credit since the first one in three years earlier. 

According to the participants, the credit recipients have been very much familiar with the 

rules of the credit organizations and always take care to follow those. They are cautious of 

the repayments as they know that if they repay the installments properly they will have 

another loan after the maturity of the current credit contract. In some cases they do not take 

any new credit before paying the running one. One FGD participant took a loan from the 

BKB for potato production and he could not pay the loan as his crops got damaged. He did 

not go for any new loan and thinking that he would first pay this loan and then go for the 

next. Some of the credit recipients repay one loan taking a fresh credit, which was difficult 

earlier due to two reasons. There were not so many credit sources earlier and credit 

receivers did not earn their credit worthiness in those days.  

Most of the villagers, like the FGD participants, live on agriculture. They produce paddy 

and other food items not only for sale but also for household use; which justify their not 

leaving food production even if they incur any loss in food production due to lower market 

price or natural calamities. Some of the participants stated that most of the producers 

depend on credit for financing different costs of the food production while some other 

differed with them saying that not most rather around one third cultivators were credit 

dependent. One participant of the discussion is the solitary villager who took loan from the 

BKB to start poultry five years earlier and still he could not repay the loan and according to 

him, the condition of his poultry was not good. There were no such commercial initiative of 

livestock and fishery in the village. The participants who took loan for food production from 



129 

 

the formal sources claimed that they had to go for informal sector‘s loan, like moneylender, 

relative or neighbor, if they did not have the access to formal sector. They sold off some of 

their assets or reduce some other household expenditure to finance the food production, if 

they did not have any access to credit, but they certainly continued food production.    

All the FGD participants were in a consensus that except two households, all the households 

of the village  are more or less food secured, comparing the days of ten to fifteen years ago. 

One of the problem households consisted of an aged couple with their half-mad elder son, 

i.e., none of the household members were quite earnable. Further investigation (through 

visiting their house) revealed that some time they were supplied food by their younger son 

who himself had a family, some time by neighbors and other time they went hungry. 

Another household was also consisted of non-working members, a deserted woman with 

two very tender aged children. The woman could not go out for work for most of the time. 

Surrounding people sometimes helped her household‘s food consumption. The participants 

opined that credit played both direct and indirect impact on the food security of the 

villagers. When the household food stock get finished and when there is no income or liquid 

money in hand, access to credit help the household to get access to basic foods and save it 

from going hungry. Again credit increases the present household income through the 

investment in farm as well as nonfarm activities, which facilitate the smooth household 

consumption. The participants also recognized the role of credit in education, health, 

recreation which promotes the future household income and ensure the household food 

security in consequence.                           

Participant List 

No Name Age Education 

01 Md. Abdul Mannan 68 Illiterate 

02 Abdul Mazid 50 Class 2  

03 Siddique Ali 52  Literate 

04 TofsirMiah 27 SSC 

05 Miah Abdullah  39 Class 5 

06 Gunjor Ali 45 literate 

07 SolaymanMiah 40 Class 2 

08 Abdul Latif 35 Class 8 
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FR-03 

 

Focus Group Discussion (Female) 

July 6, 2012 

 

 

 

Village- Laksmipasha 

Union Parishad-Kotakol 

Sub district-Lohagora 

District-Norail 

 

 

Two-third of the FGD participants were from lower economic class and the rest were from 

lower middle class. Most of the households live on crop farming while majority of those 

were consisted of landless farm laborers. Though they themselves could not get education 

properly, their off springs are having education to some satisfactory extent. Some of them 

came to this village after being the prey of riverbank erosion of the river Nobo Ganga, 

passing alongside the district.  

At the beginning most of the participants stated that they did not take any credit in the last 

two years. However, the following discussion disclosed that they considered ‗taking credit‘ 

as ‗taking credit from formal sources‘. They sometimes could not recognize some credit on 

its own nature. The eldest female participant mentioned two reasons for not taking any loan 

(from formal sources, in fact). One was her family did not need any credit by the time and 

another was she did not know the conditions of credit processing very well. She started her 

family life before the independence of the country. In those earlier days her family was in 

need of money very often but there was no easy access to credit. Analysis of her following 

activities exhibited the presence of credit usage. When her two sons went to abroad (Saudi 

Arabia), the then financing was a combination of both household saving as well as loan 

from relative. The younger son (expatriate) remit money for the living of her and her 

husband while her second son (expatriate too) give some amount of money on the quarterly 

basis. When the remittance takes time to come home or when the allocated money gets 

finished before the end of the month, she has to take loan from her elder son. She pays to 

the elder son when the other two sons send money and for that she was not willing to term 

this short loan as credit. Another unwilling woman (in case of naming credit) was found.  
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Depended upon the pension of her husband, retired from army several years ago, a lower 

income household‘s member informed that they have an arrangement with a grocery and a 

rice seller who provide their monthly household necessaries for which sometimes they pay 

money, sometimes they do not at the moment. When the pension money of the next month 

comes, they repay the due amount of money and as such she did not name this as credit. 

Two female participants from lower class told that they did not take credit even if their 

family was in dire need because the loan officers treat badly if anybody fails to pay the 

weekly installment on time. One of them told that a young lady of the neighboring union 

killed herself due to the failure of loan installment after continuous ill behavior of the loan 

officer. These two participants admitted, as the discussion continued, that sometimes they 

took some loan from their neighbors and relatives when they were in extreme need.  

One younger participant reported that she took a loan from a local NGO and gave it to her 

father and brother who used that in the paddy production during the last Boro season. 

Initially they were in some troubles to repay the weekly installment and managed somehow 

but after the successful harvesting they repaid the loan and kept the paddy for the yearly 

consumption. Husband of a participant went to abroad with a loan from a local NGO by 

mortgaging their land. The wife took loan from another local cooperative and released the 

mortgaged land and gave that to another person for sharecropping, which ensures a major 

portion of her yearly household rice demand. The woman is now paying loan installment 

from the remittance sent by her husband. Another participant told that her husband becomes 

hot-headed sometimes; at that time he is kept in chains and he naturally cannot earn during 

the period. She took two credits from two local organizations in the last two years. She used 

the first one for rearing cattle and another one was used to rent in a plot of land where her 

two sons produced paddy in the last Boro season and is cultivating jute on that plot at 

present. However, she was paying the loan installments from the income of coconut oil 

produced in her orchard and some other occasional income sources like she herself worked 

in the nearby amusement park when the work was available and the income of her lunatic 

husband when he was sane. 

One participant informed that she took loan 8 to 10 years ago for the first time. Later on she 

did not take any loan till the marriage of her daughter. For the mentioned reason she had to 

take a large loan of 20,000/= (considering her ability) from a local NGO and later on she 
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took some small loans several times  for the purpose of food purchasing. Her husband is a 

van driver; he also works in other‘s farm when farm work is available. She had to take some 

fresh loan to pay the installment, beside the debt service financed by her husband‘s scanty 

income. She mentioned that during the days of installment payment her family underwent 

with two meals for most of the time and one meal for some time. Another female took loan 

from local NGOs and gave that to her husband who supplied water to the farmers‘ land and 

in return he took a certain portion of paddy and jute. He used the credit in financing the 

current cost of water pump. The woman told that she repaid the loan after the harvest and 

complained that the price of paddy and jute that her husband got in return was neither 

sufficient enough to repay the installment nor finance the cost of driving water pump. 

Consequently, she has to undertake repeated loans.  

The participants think that at present both the rate of taking loan and defaulting increased. 

The defaulting cannot be realized apparently as the credit recipients take loan from multiple 

sources to finance the installments of credit. These exercises sometimes bring forth debacle 

to some of the futile households and they have to undergo unthinkable sufferings caused by 

the credit officers. They use indecent languages in conversation with the loan recipient 

females, which lead them to grave mental trauma. Some female participants who have been 

taking loan from the local NGOs for a long time claimed that earlier the credit officers were 

not so harsh.  

Most of the villagers live on farm cropping as most of the arable lands of the village are 

favored with two crops or three crops. Boro is their main crop along with the subsequent 

jute and winter crops. Those who have lands of their own and those who are able to lease in 

and/or sharecrop, directly involve in farm cropping and/or processing. Others work as farm 

laborers. Though every farm households, in some cases non-farm households also, rear 

cattle, there is no commercial livestock in the village. Some commercial poultries are 

available in the village though any of the participant‘s household does not possess any such 

poultry at present.  

According to their claim, most of the households of the participants are suffering from food 

insecurity. The husbands of three female participants are ill and there is no second person in 

their households to earn or use credit for any earning. Those miserable households do not 

have sufficient asset base which can generate income for their living. Though some of their 
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information weaken their allege of getting food insecure experience in the household. One 

such claimer told that she has to bear 1000 tk monthly for the private tuition of her daughter 

(and she claimed that sometimes her family members underwent hungry). Another woman 

having brick built house relentlessly state that her household has to go with two meals most 

of the time in the year. But all the participants unequivocally state that if the households 

have workable hands, they need not go hungry. Even the villagers help people if they go 

hungry. When they were asked whether the households members had the equal access to 

food, they responded positively.  

Households of the participants associated with food production take loan before their 

production. They think that they had to sell off their meager households assets if loans were 

not available. In some cases they were compelled to produce less without the facilitation of 

credit. They opined that access to credit facilitated and promoted the food production of the 

village. But they think that credit is not necessary for the worthy people to continue their 

production.  

The female participants took loan, in most cases from the informal sources, for overcoming 

the seasonal food deficit. But they could not count how much was the contribution of credit 

to their food expenditure. They stated that access to credit augmented the household income 

of the low income villagers which also increased their food intake. The credit recipient 

participants (received credit for ensuring household food supply) recognized role of credit 

in access to food, in terms of indirect part more than direct one. One of the participants 

noted her example of earning extra money through credit utilization which enabled her to 

spend for the chosen diet of her children on some occasions. The participants think that if 

there is no option in access to credit, it will impact upon their households‘ food supply.    

Participant List 

No Name Age Education 

01 Soburon 65 Illiterate 

02 Monowara Begum 55 Literate 

03 Reba  42 Literate 

04 AsmaAkhter 30 Class 3 

05 HosneyAra 45 Illiterate 

06 Mili Begum 46 Literate 

07 Momtaz Begum 35 Class 5 

08 AchiaAkhter 42 Class 2 

09 Mahnur Begum  40 Literate 



134 

 

 

 

 

FR-04 

 

 

Focus Group Discussion (Male) 

July 07, 2012 

 

 

Village- Noyonpur 

Union Parishad- Joynagar  

Sub district- Kalia 

District-Norail 

 

 

The participants informed that most of the villagers are directly involved with agriculture. 

According to them, one –fifth villagers might not directly depend on agriculture, like doing 

small business such as running tea stall, grocery etc. or driving rickshaw or van, but 

involved in activities which are somehow involved with agriculture, occasionally beside 

other economic activities. All the participants themselves were dependent upon agriculture; 

three of them were farm laborer, one was engaged in agricultural business and the rests 

worked on their own agricultural land. Some of the participants sit idle or work very tiny 

economic activity after the harvesting season. Throughout the discussion the participants 

argued that their economic activity was not satisfactory as the agricultural activities became 

unprofitable day by day. They were asked why they were stick to those activities in spite of 

getting loss. They ran the arguments that in the first place they didn‘t have any option. They 

have been doing farm works for generation after generation. Secondly, they go for the 

cultivation with the hope that they will cover the previous loss from the upcoming 

production. One participant lived on cattle rearing which was financed partially by credit 

from a local cooperative. He sold off his cattle to go to abroad through a local man‘s help. 

But the guy betrayed and now he became a farm laborer. Cattle rearing were also the 

livelihood of another participant who borrowed 17000 tk from BRDB and used the credit in 

that particular respect.   The participant who was an occasional farmer usually depended on 

the remitted money by their two sons who lived in Dhaka.      
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According to the participants, the villagers do poultry both in (small) household scale and 

commercial scale. One of the participants had a commercial poultry which was basically 

financed by the loan from his relative and a local NGO. But he could not reap the expected 

benefit in the recent years as the price of chicken kids and their foods became excessive 

while the return from the investment was poor enough to produce any surplus after meeting 

all the costs including the debt payment. They suffer very much when their poultry become 

the prey of diseases and they cannot take care properly due to lack of extra current 

investment. The villagers rear cattle for financing the crop production, for sale in higher 

price and in some cases for meeting the protein need. One participant purchases cattle from 

a remote market and sells those in local market at higher price. Several times he used loan 

as well as household savings in purchasing cattle. Two participants informed that they sold 

household poultry and livestock to finance crop production, when their household saving 

and loan was not sufficient for the purpose.   

Some participants told that they do not like the installment based credit system of local 

NGOs. So they did not take any loan; two other participants voiced with them on the same 

point but they admitted that even though they did not like it they were bound to take this 

sort of loan. However, they argued that they were in very much uncomfortable situation in 

case of loan payment as they did not have favorable daily or weekly surplus from their 

income. The following discussion revealed that those who did not take installment based 

NGO credit went for some other particular credit sources like from relative or good 

neighbors and paid the loan after the harvesting season. One participant leased out some of 

his land and got 50,000/=. He used the money to crop in his some other lands. The harvest 

was good but he could not reap the benefit due to the excessive shower of rainy season. He 

was suffered with the successive loss due to the lower price of the rest of the crops. He was 

anxious whether the running jute cultivation would yield a better one due to drought. He 

also expressed his anxiety to get a fair price of his jute harvest. Another participant 

mentioned that he also took a loan for Boro harvest. The 20,000 tk loan was from the local 

branch of Agrani Bank. He failed to pay his installments due to lower yield of harvest and 

price fall of the produce. He was asked why he could not contain the crops for the better 

price in future. He replied that he had to borrow loans from some other sources, which 

needed to pay back instantly by selling of the paddy. The same thing happened to another 

participant who took couple of loans from local NGOs and bank and used those in 
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production of paddy, jute and winter crops. He sold a lion share of his produce to the 

market, but was not satisfied with the yield and return he got from his investment. 

Consequently he could not pay his loan properly from the return. He made complaint 

against the government that the government made delay in rice collection from the core 

farmer rather they should start it from the very beginning, just after the harvest. Another 

farmer participant agreed with him and told that if their production was up to the mark and 

if they would get the due price, they could pay the installments of loan comfortably and 

their economic situation would be better. The bad harvest and unfair price led them to 

borrow more loans from other sources to pay back the earlier ones and as consequence they 

fell into the vicious circle of credit which lowered their asset base (as sometimes they have 

to sell their cattle or household furniture for repayment of loan) and hampered their 

economic progress.    

Though the farm households of the participants had the access to three meals most of the 

time of the year, the households suffer from food shortage couple of days in the last year.  

This was mainly from lower yield of production. They could afford the demand of rice for 

10 months from their own production; they had to depend on the purchased rice for the rest 

two months, for which sometimes they go for lending. One or two households were found 

to be food secured completely with the consideration of having access to rice throughout the 

year. They informed that the lower income households of the village sometimes have the 

opportunity to take milk and meat as there are comparative prevalence of poultry and cattle 

rearing in the village.  But there were some farm laborers who live on the daily wage 

working on others‘ farm. Their households fall in problem when there is no farm work of 

the principal member of the household. If they could manage the necessary rice for the 

household members, other food stuffs were very much rare. The situation became severe 

due to price hike. The participants admitted that they used a portion of the credit, taken for 

any productive purpose, in household food consumption. The participants had some option 

to fish in the open water during the rainy season which meets the lower income households‘ 

protein demand to an extent. There was no commercial fishery in the village.         

The participants like the other villagers take loan from various sources. Sometimes they 

take loan only to pay the previous loan. In this way their loan portfolio becomes risky and 

unfavorable to manage. When they fail to manage the existing loans from their income, 
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asset sale and even from the other loans, the poor people run away from the locality, leaving 

other household members back in the utter discomfort situation with the loan officers.   

The participants think that there is a relationship between access to credit and food security. 

Some of them gave an example of last year when the Aman paddy got spoil due to less rain. 

So the villagers, usually the poor ones, faced a shortage of rice. Before the Boro harvest 

they had to spend in purchasing rice as well as in Boro crop production. At that time those 

who had the access to credit coped with the hard situation well, while those who did not get 

credit and have poor asset base and income source suffered a lot. One participant mentioned 

the indirect role of credit in food security. He told that earlier when his family size was 

small and the children were little, he did not need any credit. But in the recent years he has 

been taking credit and using those in his farm production and small business, which 

augmented his income to provide the increased food demand of the household.  

The participants opined that access to credit gives them the opportunity to earn some extra 

income, both from agricultural and non-agricultural activities. If there was no such option 

for extra earning, it was difficult to combat with hunger for some people of the village. 

Participant List 

No Name Age Education 

01 Bulbul Sheikh 38 Class 5 

02 EmdadSikder 36 Class 10 

03 Nobuout Member  47 Class 3 

04 PorimalKanti Das  61 Illiterate  

05 Liton Kumar Das 30 Class 2 

06 Halim Khan  45 Class 5 

07 Hannan Khan 45 Illiterate  

08 RahenMollah 44 Class 5 

09 Asgar Ali 25 Class 10 
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FR-05 

Focus Group Discussion (Male) 

July 13, 2012 

 

Village- Machuapara 

Union Parishad-Gopalpur 

Sub district- Badarganj 

District-Rangpur 

 

 

 

  

The FGD respondents stated that more than eighty percent villagers are credit recipients.  

And most of them took credit in the last two years, including themselves. Three were found 

(in the FGD) who took loan from informal sources, while one of them took loan from a 

professional money lender, the rest took from their relatives. The credit recipients from 

formal sources took loan from a local NGO (ASA) and a cooperative (non-registered). Few 

years back there were some other NGOs and cooperatives in their village and around the 

village; from where they took loan. Some of those got closed and some shifted to remote 

places. They think that when those loan agencies were there, they could take loan more 

easily. Some of them defied the argument that still there is no problem in taking loan if the 

recipient has the good will of not defaulting. The participants made a consensus on the issue 

that the credit officers are stern in the case of installment taking. They thought that if there 

is a nearby branch of RAKUB or BKB, it would be better for them to take more loans in 

order to use those directly in agricultural production. Some of them knew that government 

has fixed the rate of interest up to 27 percent for the micro credit organizations and they 

mentioned that they had to pay lower interest in the last couple of years. One of the FGD 

participants were involved in the management of the local NGO and he stated that if the 

government can support the local NGOs financially (in the form of subsidy), it would be 

possible for the organizations to lower their interest rate more which will ultimately aid the 

credit recipient.     

 

The respondents of the FGD informed that there are some higher middle class household in 

the village who need not credit at present. There are some households who do not have 

sufficient working hands to work with the taken credit. So they do not take loan at present 

though some of them took loan earlier and used those in food and other household 
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consumption. There are few people who are not credit-worthy. Credit agencies are not 

interested to give them the access, as they defaulted in the recent past.           

 

The FGD participants took loan for consumption, repayment of loan, purchase of 

agricultural input and some other household needs like education, health and marriage of 

their children. They mentioned that usually they took loan in the name of starting small 

business and rearing cattle and poultry but in the most cases they used the loan in the 

mentioned sectors. They told that the sharecropper use credit in crop production, while the 

rich farmers usually finance the crop production by their saving or income generated from 

other sources. They opined that most of the credit is used for irrigation in the Boro season. 

One of the participants used some loan in rent in some crop land in the last year. The 

farmers attending the FGD could not identify the exact cost of agricultural inputs, incurred 

with the credit but they stated strongly that their credit access facilitated in their input 

purchase. Some respondents bought cattle, goat and poultry with the taken loan.  

 

The villagers depend on agriculture for their livelihood but most of the agricultural lands are 

concentrated to the ownership of few villagers. Very few workable people remain 

unemployed. Some villagers are non-farm laborers and some are service holders. They 

mentioned some income sources like income from crop farming, sale of fruits, tree or 

nursery, duck, chicken or drought animal, fishing, cottage industry etc, where the credit play 

a role in primary stage or in secondary stage. There are numbers of fishermen in the village, 

whose prevalence in fact named the village. This community held a very much secured 

livelihood earlier as they needed only nets and skill of fishing as they had the access to open 

water fishing. In the last year the DC leased the water body and now they cannot fish 

openly. Some of them left the profession and other keep it as secondary option. Some of 

these left outs are doing something with the help of credit, stated one FGD respondent.  

Some of the households of the village are engaged in the production of shataranchi (a kind 

of tapestry). The participants noted that those households are highly indebted- they take 

loan from both formal and informal sources.  

 

The participants told that five or more years ago their village people had to face some 

seasonal hunger (Monga). People had to starve couple of days in a row. But now a day this 

hardship has disappeared to a large extent. The employment opportunities have increased 
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for the people inside and outside the village. The poor people can reap a special type of 

paddy after Boro harvest. After the well off people harvest their paddy, the poor people take 

their land with a partial Boro plant for next two to three months when the land is supposed 

to be empty, without any crop. They take care of the land with existing Boro plant so that 

nothing could hamper their re-growth. They also cultivate Caun ( a local variety rice) due to 

its low cost and lesser effort for secured household rice supply. The respondents think that 

credit has role in terms of food production, food consumption and food utilization. One of 

them exemplified his own household experience as credit has multiplied his household 

income in various ways which augmented the household ability to produce, consume and 

utilize food better than earlier.    

 

Most of the participants used credit to finance the cost of food production in the last two 

years, to different extents. Only one participant was found who claimed that he did not use 

credit in this particular purpose. A landless farmer took credit form Mohajon for 6 months. 

He paid one Maund of paddy (which cost Tk 450; in fact 90 percent interest rate). Some of 

the participants stated that they would produce less in the absence of any access to credit; 

while others stressed upon the continued production at any cost, even with the case of asset 

sale.   If there is no scope of agricultural loan, villagers will lose their confidence after any 

natural calamity to back their agricultural production, mentioned by the FGD participants.   

 

 

Participant List 

No Name Age Education 

01 Ramij Ali 45 Illiterate  

02 Monu Mia 32 Class 7 

03 FarhadHossain 25 HSC 

04 Babul Akhter 40 Class 3 

05 Motu Mia 50 Illiterate 

06 MobarakHossain 46 Class 2 

07 AbulKasem 38 Class 7 

08 Md. Hasem 43 Class 5 
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FR-06 

 

Focus Group Discussion (Female) 

July 14, 2012 

 

 

Village-Munshipara 

Union Parishad- Anandanagar 

Sub district- Pirgacha 

District-Rangpur 

 

 

 

The participants informed that most of the villagers live on crop agriculture as most of the 

village arable lands are cropped twice and/or thrice in the year. One of the participants 

mentioned that they have a land from which they get four crops in a year. Most of the lands 

of the village are medium high and alluvial. So the villagers can produce crops more than 

they need, claimed the women. But they also noted that most of the villagers are marginal 

and small farmers. Two of the participants stated that they are even landless households. So 

most of the farm household villagers do not get the benefit of the huge crop production. 

 

Households of all the participants of the FGD are engaged in crop production. Interestingly 

all them used credit in their food production in the last year, though most of them took that 

loan from informal sources, mostly from their relatives. They informed that a major portion 

of their loan was used for the wage payment of laborer. The participants opined that over 

time the extent of formal credit supply has increased in their areas. In the remote past the 

male family heads did not like the NGO credit mainly because of the female involvement of 

credit processing. Day by day their dislikeness disappeared as they can use the credit in 

need, though it is brought by their female counterparts. The participants stated that the local 

loan agencies like to provide credit as this is their ‗Business‘ at present, but at the same time 

they are very much harsh in realizing the weekly installments. Form their discussion it was 

observed that in most cases their households have an idea of possible costs before starting 

any productive initiative (say crop cultivation), sometimes overall costs may suddenly 

increase because of the rise of associated input costs or household needs. In both cases they 

habitually use their savings (if there is any, in usable form), in some cases they try to reduce 
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household expenses, sell different valuable household items or even land property. After all 

these attempts, when they do not meet their liq1uidity problem, they search for credit.   

 

The participants told that credit plays an important role in their food production. Though 

they are not directly involved with the field level production process, they claimed that their 

male family members asked them to take loan from the NGOs, they are associated, and they 

used the loan as the production cost. The male members also collect loan from various 

sources and use those in food production. They drew some recent examples to justify their 

statements. They stated that if their households did not have access to loan, they have to 

produce less or leave their scanty land for most of the time of the year. In that case the 

marginal or small farm households do not rent in more land for crop production.  

 

The female participants argued that credit plays its role in their household food security 

primarily by making contribution to the food production. Some of them used credit when 

their household was short of rice in the last two years. They mentioned that access to credit 

increase their household income which aid in the household food security. They opined that 

if they do not have the comfortable access to credit, they would have either to reduce their 

food consumption or other household consumption. Some of them argued that they might 

sell some of their assets in the absence of credit to finance the food production.           

 

Participant List 

No Name Age Education 

01 Rokeya Begum 50 Illiterate 

02 AklimaKhatun 45 Literate 

03 Korimon 42 Literate 

04 Ayesha Akhter 30 Class 3 

05 Jorina 35 Illiterate 

06 MorjinaBanu 26 Literate 

07 Ummunnahar 20 Class 5 

08 Samsunnaher 22 Class 5 

09 Maksuda Begum 30 SSC 
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FR-07 

 

 

Focus Group Discussion (Male) 

July 20, 2012 

 

 

Village- Gobindopur 

Union Parishad-Loneshwar Union Parishad 

Sub district- Atpara 

District- Netrokona 

 

According to the FGD participants, fifty percent of the households of the village are directly 

involved with agriculture, i.e., mainly with crop farming. Members of those households do 

not earn any significant amount from other economic activities. Rests of the households are 

not fully involved into agriculture but a significant portion of their households‘ income 

come from different agriculture subsectors. They are also engaged in trade, salaried job, and 

driving of rickshaw and motor vehicle beside their agricultural involvement. There are some 

households where the households‘ heads engage in trade or job, while other household 

members do farm works for extra income or for ensuring food security. Twenty percent 

households solely depend on agriculture. They do not work in the rainy season when there 

is no agricultural work. The lower class farmers migrate to Dhaka for work, when they do 

not have any farm work in the village.   Eighty percent people do not have any land. They 

sharecrop in the landowners‘ land. Thirty percent people live in poverty. They do not 

maintain their family well with the income they earn. Seventy percent people can manage 

rice though there are deficit of other food stuffs in their households. However, the 

percentage mentioned by the participants should not be taken as exact as they are supposed 

to be.   

The farm households have the tendency of taking loan. Those who are engaged in trading 

also take loan for running their small and medium enterprises. If the household head and 

major members are service holders, they usually do not take loan. The poor households 

which depend on agriculture take loan during the harvesting season. Wife of a participant 

took a loan to buy rickshaw for her husband who earlier drove rickshaw of other people. 

Home based poultry and livestock are some other areas where the households use their loan.    

The participants claimed that eighty percent households are loan recipient and the rest did 

not take credit (at least credit from formal sources) in the last 2 years. Though they took 
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loan for agricultural activities or for asset purchase, in most cases they could not finance 

those activities through the taken loan ultimately. Some households use credit for buying 

day to day meal, some use that for repayment of loan. Some households did not use credit 

successfully, or in some productive investment. As a result they did neither get the expected 

output nor repay the loan.  Around seventy percent households take loan for agricultural 

purposes. In most cases they do not spend all the amount of loan in the agricultural activities 

rather they use a portion of the loan in consumption, treatment and education expenses. As 

they do not invest the loan in productive investment, they cannot return the loan properly, 

for that they have to take another loan. The villagers take loan for purchasing vehicles like 

van, rickshaw, tractor, boat for more earning and household furniture and land for 

improving their household living standard.  

The respondents informed that the village households who have not taken loan, thinking no 

use of credit, in fact found no scope of credit use. Some think it as HARAM, some consider 

it as problem or difficulty due to high interest rate and rules and regulations associated with 

the formal loans. Those rules and regulations are very much prevalent in access to public 

loan and they have to undergo extra charge for government loan. The well off households 

does not like the hazards of the loan sanction process of the formal institutions and they 

think it is harmful for their social status. Some people also dislike the payment procedure of 

loan as the loan needs to pay back from just after one week or one month. Some people do 

not know where to invest the loan. Mortgage for loan, bribe taking etc also discourage 

people to take loan from government bank.    

The respondents identified some other reasons behind their lower access to formal credit. 

These were: lower awareness and lack of knowledge about formal sources of credit, low 

education of poor farmers as a barrier to fulfill official procedure. Sometimes the poor 

farmers think that it is easier to take credit from known persons.  

Though most of the households can afford rice, as major food but they are in great deficit in 

other food stuffs like oil, salt, onion, some other nutritious foods such as milk, egg, 

vegetables etc throughout the year. The FGD participants mentioned the scarcity in dietary 

diversity for most of the households of the village. Some of them told that those households, 

who produce enough for the whole year and can store them, usually do not face scarcity. 

Some farm households lack in rice in the month of Falgun and Chaitra, as they are bound to 
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sell off some of their output just after the harvest. They opined that those who have regular 

income can maintain dietary diversity well. They pointed out some households‘ use of 

credit in placing hygiene latrine.   

The respondents stated that most of the villagers financed the cost of food production with a 

combination of households‘ own income and loan taken from various sources in the last two 

years. In fact all the participants in the FGD followed this combination in their crop 

farming. They think there were very few households who used their own income only in 

this respect. They also confirmed that there were no household who used credit alone in 

food production. Most of the participants would sell their household assets to finance the 

particular cost of food production if there was no access to credit. Some remarked that in 

that utter situation they would rather reduce their crop production as they did not have any 

excess asset which could be sold off. They concluded strongly that there is a positive 

relationship between access to credit and food production.     

The respondents assumed access to credit a comfortable facilitator in the case of access to 

food, especially for those who do not have work throughout the year. They also identified 

the secondary role of credit in promoting their household income through various self-

employment activities which also play a crucial role in case of household food security.    

Participant List 

No Name Age Education 

01 HabibSikder 55 Illiterate 

02 MontuMiah 45 Literate 

03 Haran Thakur 42 Literate 

04 Abu TaherMollah 30 Class 8 

05 Abdur Rashid  45 SSC 

06 Masud Sheikh  26 HSC 

07 Ibrahim Mondol 35 Class 10 

08 AbulKalam 32 SSC 

09 PorimolDewan 40 Literate 

 

 

 

 

 

 



146 

 

 

FR-08 

Focus Group Discussion (Female) 

July 21, 2012 

 

 

Village- Medirkanda 

Union Parishad- Kharnoi 

Sub district- Kolmakanda 

District- Netrokona 

 

 

 

The households of the village reflect a distinct socio economic situation counting on its far 

off position from the town area. Inhabitants are mostly dependant on farm labor, fisheries 

and vehicle driving activities, according to the FGD participants. They stated that the 

months of low crop production brings forth increasing scarcity of food and other basic 

needs. Most of the households do not have any farming land of their own and in months 

when farm labor is unavailable, the male earning members migrate to other town areas to 

look for non-farm works. The remaining others tend to make up by rickshaw pulling or 

drawing credits for starting up any income generating activity. The perplexed state of 

transports to reach this remote area coupled with the inaccessibility of nonfarm employment 

made the household vulnerable to poverty. 

The food taking scenario of this specific area was distinguishable according to their dietary 

pattern as almost all the households were accustomed to taking the same kind of food items. 

For protein intake, they mainly depended on certain available fishes. Apart from rice and 

very occasional sugar intake, green chili was the most common item with a few varieties of 

vegetables like potato, brinjal, cabbage, onion and regular spices, reported some of the FGD 

respondents. Most of the households had limited assets and financial support which in turn 

exhibited low household food security status and increasing food poverty scenario. 

The female participants told that households receiving credits in form of loans from formal 

or informal sources are predominant in the village. The dual causes behind this particular 

situation was mentioned by them as the wide availability of credits and the obvious need for 

credit in some certain months of food scarcity from Kartik to Chaitra. These two major 
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reasons mutually contribute to the predominance of credit recipient households. Other than 

these reasons, expansion of rural economic activities seems to appear as another catalyst 

stimulating the credit receiving activities, as some of the respondents mentioned. 

The relationship between the occupation of the household members and their credit taking is 

quite noticeable as the source of received credit varies depending upon the recipient‘s 

occupation. The observation by the participants postulates that when the recipient has 

farming lands and requires credit for farming activities; they prefer taking credits of bigger 

amount from local NGOs or other formal sources. However, when the credit recipients are 

merely taking small amount credit for the purpose of meeting basic needs like food or 

medical aid, they take it from the informal sources like local cooperative society or local 

money lender. There is no unique reason for taking credit while considering the poverty 

stricken households of this region. The reasons vary within a wide range comprising 

repaying previous credit installments, buying food items in times of extreme scarcity, 

medical purpose, and marriage of their off springs or to buy nets or vehicles like rickshaw 

and tempo. In one particular observation, the respondent stated that she repaid and took new 

credit after every 10 months to manage and expand the farming activities. She also 

mentioned that the loss incurred by natural calamity like flood obliged her to take credit in 

the first place. 

Number of households with absolutely nil credit record is rare. Some felt comfortable 

taking credit from relatives or friends rather than from formal sources. Nevertheless the 

reasons influencing this handful of non credit recipient households are more of some 

psychological factors. Some regarded credit as extra burden and pointed their inability to 

pay the weekly/monthly amount as the main reason for not taking it. Whereas some other 

non credit recipients were unwilling to take credits because they thought it would degrade 

their social reputation. Additionally, some of them were reluctant because they dreaded the 

credit culture hearing what might happen if the credit had not been repaid. The sense of self 

sufficiency without credit is one driving factor for the non credit recipients in this context. 
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Participant List 

No Name Age Education 

01 Anwara Begum 42 Class 5 

02 Masuda Akhter 36 Class 8 

03 NusratZahan 34 HSC 

04 MasumaAkhter 35 SSC 

05 Bithi Sultana 30 Class 3 

06 ParvinAkhter 45 Literate  

07 SadekaParvin 30 Class 5 

08 HosneAra 48 Literate 

09 FouziaSobnom 27 Class 8 

 

FR-09 

 

Focus Group Discussion (Male) 

July 28, 2012 

 

 

 

Village- Bondhua 

Union Parishad- Anandopur                                                 

Sub district- Fulgazi 

District-Feni 

 

The participants stated that there is a division among the villagers- around sixty percent of 

the villagers is local while the rest are migrants mainly from Mymensingh and Rangpur.  

Most of the villagers are involved in agricultural activities directly or indirectly. Some 

households do crop farming. There are a couple of commercial fisheries in the village. Two 

households maintain commercial poultry while one household run a commercial livestock. 

Some villagers are engaged in trade and commerce. A significant portion of the village 

people live in Dhaka or in abroad. The lower income people work as day labor in farm and 

non-farm activities. Those who don‘t have anything to do, go with begging (mostly the 

migrants, as claimed by the FGD participants). The respondents told that as the 

communication of the village was improved- due to the puccha road beside the village- 

there are some villagers (again mainly the migrants from outside the district) who took the 

rickshaw driving as their main occupation. From their discussion it was observed that the 

main advantage of a rickshaw puller over a farm laborer, is not so much the higher rate of 



149 

 

disposable income but the regularity of the income flows, which is missing in case of a farm 

laborer marked with longer periods of seasonal unemployment. However, in most cases the 

cost of purchase of that very rickshaw is financed fully or partially by a credit usually taken 

from a local NGO.      

All the participants have experienced of getting and using credit in recent time, though not 

from the formal sources in all the cases. One of the participants is involved in agricultural 

specially crop production throughout the year. He has his own land where he produces 

paddy and other crops. He needs credit when price of paddy is low. He cannot use his entire 

land most of the time as he doesn‘t manage the finance for the production cost. He takes 

loan from his relatives and neighbors; gives interest in terms of paddy and pays back the 

principal amount when he has had a good harvest, or manages somehow in case of 

unexpected return. He has a family of three members including him. Usually they don‘t 

have to face any food scarcity. Very often the household runs out of necessary food; he then 

manages money from his migrant (to Dhaka) son, sometimes he borrows (in kind or in cash) 

from neighbors for maintaining household food consumption. Though he doesn‘t take loan 

from any formal source, he is a usual loan taker. He has had a bitter experience in nearby 

BKB branch. He went there for a loan and moved week after week. He underwent some 

cost in the form of bribe. Yet he didn‘t get the loan. He also notices utter rude behavior of 

the credit officers of the local NGO. They sometimes rebuke the credit recipients in the 

public place. So he is disinclined with this sort of loan. This experience of credit practice is 

more or less common to numbers of households of the village, stated the respondents in the 

FGD. Another respondents, who is apparently well off with a brick built house in the 

village, mentioned some evidence regarding the evolution of credit practice of the village 

households. According to him, the local villagers are not taking micro credit of 5000/= or 

10,000/= at present. They need bigger amount like around 1,00,000/= to 3,00,000/=, in most 

cases, for short term to medium term. And in a number of cases they need not go to any 

formal organization and even to any relative. They can get it from a known person of the 

village or surrounding village. This is because of two reasons. The village people have now 

ample remitted money and there grows a strong social capital of trust among them.     

One agriculture wage laborer stated that he and his wife sometimes fall in hunger in the 

month of Aswin and Kartik when he has no work. During the period they either eat less or 

go hungry for one or two time a day. As mentioned earlier this is because of irregular 
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income and seasonal unemployment. But this is rare, according to the FGD participants. 

They claimed that very few-in fact hardly numbered- households of the village suffer from 

food shortage. If the food insecure household has the working hand, two meal a day is very 

much possible form them, emphasized the participants.    

The immigrant households engage all their household laborer from begging to small trade 

and  earn quiet a lot comparing to their original places. They are the usual members of local 

NGO. They take credit from them and manage the credit very well as they support the 

weekly installment from their regular income. They have already created an asset base in 

the village and in their original places. However, the local people are well off as in most of 

the household‘s cases one or more than one members live in abroad (or at least in Dhaka) 

and remit handsome money to the village. They also take credit for meeting their liquidity 

necessity from BKB or from other formal sources. Once upon a time these households took 

microcredit amounting 5000-10000, when their families lied in the lower income group. 

Over time the households got affluence and now they need meso credit or macro credit, as 

mentioned earlier. Education was the determining factor for the development of the locality 

and its peoples‘ lifestyle. Though the village has only one formal credit source at its 

territory, the village people are favored with loans directed from various channels outside 

the village. The credit recipients perform well with the credit if they want to as there are 

working opportunities and investment opportunities inside the village and outside the 

village which are well connected with a bituminous road. 

The respondents think that credit can play an important role in food production in 

facilitating the current capital or promoting liquidity support. Most of the farmers use credit 

to procure fertilizer, seeds and pay wage of laborers while some farmers also use credit to 

finance power tiller and tractor. They stated that farmers need credit support from the month 

of October. The demand for credit continues for the next four months and it reaches its peak 

in the month of January. They also informed that most of the farmers collected credit for 

Boro cultivation. 

The respondents opined that if credit generates and sustains an additional income source, it 

can also support the household food security situation.  
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Participant List 

No Name Age Education 

01 BadiulAlam 52 Class 5 

02 Abu Sun 48 Class 3 

03 Abdul Halim 55 Illiterate 

04 MobasserMiah 42 SSC 

05 Rahim Bepari 68 Literate  

06 Kolimuddin 45 Class 2 

07 Md. Asad 24 HSC 

08 Md. Hafeez 36 SSC 

 

 

 

FR-10 

 

Focus Group Discussion (Female) 

July 29, 2012 

 

 

 

Village- Salamnagar 

Union Parishad- Mathubhuian 

Sub district- Dagonbhuian 

District-Feni 

 

 

All of the FGD respondents took loans more or less in the last couple of years, while some 

of them took loans from their relatives and neighbors and the others from the formal 

sources. They informed that though all the villagers are accustomed to have loan, numbers 

of them do not have access to formal credit due to their inability of paying mortgage as well 

as their unwillingness to be member of microcredit group of the local NGO.  Those who did 

not take loan from the formal sources in the last two years blamed the mistreatments of the 

loan officers out rightly. They mentioned that the officers rebuked them in public place 

when they made any delay of weekly installment. They pointed out some incidents when 

some of them were kept as ransom unless they paid out their installments.  One of the 
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females told that their family members (Food takers-Khaneywala-as she termed) were large 

in number. So they could not save, as such it was not possible for them to repay installment 

on the weekly basis. But they remarked that it is easy for these days to get credit. Numbers 

of villagers live in abroad. They remit money regularly and to a large extent in festivals 

(like Eids). So people have liquid money in their hand and they lend money to their relatives 

and neighbors on comfortable conditions. Besides there are more formal and informal 

cooperatives and NGOs around the village. The respondents stated that fear of harassment 

remains the leading cause of the village households for not approaching the formal credit. 

Besides, discouragement and misguidance by local people, especially by influential people, 

lower acquaintance with official activities also play some role in not choosing formal credit.      

The lands of the village are single cropped. Some of the lands get salty. According to the 

participants, there is little interest for the villagers to go for crop production as most of them 

are not accustomed to farming as well as they have some other more lucrative occupation 

than crop farming, beside the just mentioned lower cropping intensity. There are exercise of 

commercial fishery, dairy and poultry in the village which were in large extent earlier and 

now a day got shrunk due to the departure of most of the entrepreneurs, outside the village. 

There are cases of cattle theft which discourage the villagers to rear cattle. Some 

respondents mentioned that cattle rearing were comfortable income earning source for a 

good number of households, where NGO credit was utilized for full or partial finance.  

The participants stated that the villagers usually take loan for running business, meeting 

production cost of crops, purchasing livestock and poultry, buying rickshaw, van etc. One of 

the members of the FGD told that her husband took a loan (of 6000/=) from their relative. 

They will give that relative some crop instead of interest. She also told that they did not 

have the ability to pay weekly installment and as such they did not go to any NGO for that 

loan.  One respondent informed that she took two loans from a surrounding NGO in the last 

two years. She gave one to her husband who used that in his fish trading business. The 

woman used another loan in her daughter‘s marriage. Another woman told that they have 

solitary earning member in their family, who is a farm laborer and during the monsoon he 

has no work. So she took a loan from a local cooperative and was using that for household 

food consumption. Another woman took a loan and used that in some handicraft making. 

She mentioned that some other women of the village are involved in these activities. As the 

village is well connected with a market through a passing road, these women entrepreneurs 
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have got the chance to market their produce at favorable price. They stated that access to 

credit do good, more or less, to the recipient households depending on how effectively they 

utilize the credit in productive purposes. They could not mention anybody‘s (of their 

village) experience, who took credit and suffered a lot in repayment like caught in debt 

cycle, asset base decay or extreme case like flee away.           

The FGD participants opined that when rice price rises, their households face hard times as 

numbers of households of the village depend on purchase of rice for some time or for most 

of the time in the year. The women reported that those low income households who can 

produce their own (through share cropping) food are in comfortable situation than those 

who work as day laborers in others‘ farm. Because the wage laborers have to buy less rice 

from the market when the rice price is high, if not, they have to spend more of their income 

to purchase rice which makes deficit of other regular food intake. Again these farm wage 

laborers are better off than those who are employed in small salaried jobs as they are 

contracted for long term basis while farm laborer can allege higher wages in the face of 

price hike. The participants mentioned that the households which have access to VGD, 

VGF, old age allowance, widow allowance are more food secured than those poor 

households who do not have these access.  

The respondents stated that credit had a share in financing their household food production 

and food security to different extent. There was none in the discussion who remained 

against in the positive role of credit and food production or food security. They stated that 

credit has played its role in attaining and containing household food security in diverse 

ways- by producing food (cereal and other regular foods), by purchasing food, by increasing 

household income (through self employment or facilitating wage employment- one has 

mentioned the incident of providing bribe for a job of police by taking loan form a local 

NGO), by coping with vulnerability (in the face of illness, displacement etc), by growing 

human capital (through the education of children, arrangement of safe drinking water and 

sanitation) and so on.       
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ANNEX C: Test of Endogeneity 

 

Table C1: Tests of endogeneity of Food Security: Survey Data 

Ho: variables are exogenous 

Robust score chi2(1)            =  .085878  (p = 0.7695) 

Robust regression F(1,1185)     =  .084915  (p = 0.7708) 

 

Table C2: Tests of endogeneity of Dietary Diversity: Primary Data 

Ho: variables are exogenous 

 

Robust score chi2(1)            =  21.2928  (p = 0.0000) 

Robust regression F(1,1185)     =  22.2258  (p = 0.0000) 

 

 

Table C3: Tests of endogeneity of Production: Primary Data 

Ho: variables are exogenous 

Robust score chi2(1)            =  .698924  (p = 0.4031) 

Robust regression F(1,105)      =  .621901  (p = 0.4321) 

 

Table C4:Tests of endogeneity of Production: Primary Survey 

Ho: variables are exogenous 

 

Robust score chi2(1)            =  1.92202  (p = 0.1656) 

Robust regression F(1,34)       =  1.44927  (p = 0.2370) 
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ANNEX D: Note on HDDS and FCS 

 

Note on  

Measuring Household Dietary Diversity (HDDS)
8
 

 
 

As a qualitative measure of food consumption dietary diversity   reflects household access 

to a wide variety of foods, This acts also as a proxy of the nutrient adequacy of the diet for 

individuals. The terminology is generally used for household as well as individual level. 

The household dietary diversity score (HDDS) refers to the economic ability of a household 

to consume a variety of foods. The household and individual scores have a different 

meaning as their calculation is also different. Obtaining detailed data on household food 

access or individual consumption can be time consuming, pricey, and requires a high level 

of technical skill both in data collection and analysis. In this backdrop, the dietary diversity 

questionnaire is a tool providing a more rapid, user-friendly and cost-effective approach to 

measure changes in dietary quality at the household and individual level. Administration 

and scoring/analysis of the tools are simple and swift.  

 

Key Methodological Issues 

The dietary diversity tool being proposed and used by FAO can aid in understanding if and 

how diets are diversified. It also assesses if households or individuals consume foods of 

special interest. The questionnaire is standardized and was developed with the intention of 

universal applicability. As such, it is not culture, population, or location specific. Therefore, 

prior to using it in the field, it is necessary to adapt it to the local context. Here there are 

certain issues to be considered for Dietary Diversity Survey, e.g. 

 FAO uses a reference period of the previous 24 hours, as it is less subject to recall 

error and less cumbersome for the respondent.  

 For the household level questionnaire it is important to consider that the validity of 

                                                           
8
 This note is entirely based on the technical paper by FAO (2007) titled as “Guidelines for measuring 

household or individual dietary diversity”, Rome, Italy.  
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the information collected will depend on the frequency in which people usually eat 

outside the home.   

 Consumption patterns may be unusual during feast and celebration periods, which 

should be taken care in administering questionnaire survey.   

 Sometimes it may be useful to know the primary source of food procurement for the 

entire diet or for certain food groups of interest (cereals, fruits or vegetables). 

 

The objective of the survey or monitoring activity determines the optimal time of year to 

measure dietary diversity in households or individuals. For example, in the case of 

assessment of the food security situation in rural agriculture-based communities, appropriate 

timing would be during the period of greatest food shortage, such as immediately prior to 

the harvest or immediately after emergencies or natural disasters.  

 

There are some technical issues too for such surveys. If the household questionnaire is to be 

used as a reflection of economic access to food, as even small quantities of the food item 

reflect some ability to purchase that item. When the survey is undertaken to reflect adequate 

nutrient intake, it may be more prudent to exclude very small food quantities (<10g). For 

example, a dash of milk to just lighten the coffee may be considered too small an amount to 

count in the milk and milk products group.  

When individual food items could be classified into more than one food group, decisions are 

best made after taking into consideration the particular local context; including the typical 

amount of the food consumed. For example, many cultures use hot pepper as a spice or 

condiment added to meals. Depending on the context, this may mean that one small spoon 

of dried hot pepper flakes is added to an entire dish, or that several spoons of fresh hot 

pepper are eaten as an accompaniment to the meal. In the first case, the dried pepper may 

best be counted in the condiments and spices food group, while in the second case, as a 

larger quantity of fresh hot peppers is consumed, it is more appropriate to count this under 

the vegetable food group.  

 

For mixed dishes, as a rule, some basic foods are listed only under their main ingredient, 

such as bread, cakes and biscuits (put into the cereals group) even if oil, eggs or sugar are 

added in small amounts during the making. However, many cultures have mixed dishes 
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(such as casseroles or sauces that accompany a staple) that are commonly prepared and 

eaten. Ingredients that may not be spontaneously recalled deserve special attention, such as 

added fats or oils, or secondary ingredients such as small amounts of meat or vegetables.  

 

Constructing and Analyzing HDDS 

Dietary diversity scores are calculated by summing the number of food groups consumed in 

the household or by the individual respondent over the 24 hour recall period. Currently there 

is no international consensus on which food groups to include in the scores to create the 

HDDS. The proposed FAO groupings for HDDS is  based on synthesis of currently 

available research and represent an attempt to achieve harmonization with other guidelines, 

such as those proposed by FANTA and DHS.  

 

 

For the household dietary diversity score, 12 food groups are proposed (the score will be 

referred as HDDS12). The HDDS12 is the sum of the following 12 food groups- 

 

Cereals White roots and 

tubers 

Vegetables Fruits 

Meat Eggs Fish and other 

seafood 

Pulses, legumes and 

nuts 

Milk and milk 

products 

Oils and fats Sweets Spices, condiments 

and beverages 

 

The score for these combined food groups is either 1 (if one or more of the original food 

groups used to create the combined group were consumed) or 0 (if none of the original food 

groups used to create the combined group was consumed).  

 

The population-level statistics of interest for dietary diversity are the mean dietary diversity 

score and a measure of distribution of the scores, such as terciles. Another important 

analytical strategy is to look at the percent of households consuming each food group. 

Dietary diversity scores and percent of households consuming each food group may be used 

as a one-time measure or for on-going monitoring. The dietary diversity scores facilitate the 

assessment of changes in diet before and after an intervention (improvement expected) or 

after a disaster such as failed crops (decline expected). The mean dietary diversity score 
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allows comparison of sub-populations; for example, communities undergoing a nutrition 

intervention compared to control communities, or HIV-affected households compared to 

others.  

 

Dietary diversity as a measure of household food access and food consumption can be 

triangulated with other food-related information to contribute towards providing a holistic 

picture of the food and nutrition security status in a community or broader locations.  

 

Note on 

Food Consumption Score (FCS)
9
 

 

Food Consumption Score (FCS) is a frequency weighted diet diversity score. It is calculated 

using the frequency of consumption of different food groups consumed by a household 

during the 7 days before the survey. Food consumption, measured in kilocalories, is one of 

the most theoretically grounded indicators for analyzing food security. The measurement 

requires the collection of detailed food intake data, which can be difficult and resource 

demanding. Consequently, proxy indicators are increasingly being used for food security 

analysis. Indicators, like FCS, generally capture diet diversity, meaning how many different 

food types or food groups are included within a diet, as well as food frequency meaning 

how often, (over a given period of time) are the various food types, or food groups, 

consumed.  

 

Calculation of the Food Consumption Score (FCS)  

 Using standard VAM 7day food frequency data group all the food items into specific 

food groups. 

 Sum all the consumption frequencies of food items of the same group, and recode 

the value of each group above 7 as 7. 

 Multiply the value obtained for each food group by its weight and creates new 

                                                           

9
 This note is entirely based on the technical paper by World Food Programme (2009) titled as  ―Food 

Consumption Score in Bangladesh Context, Technical Guideline‖, Rome, Italy 

.  
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weighted food group scores. 

 Sum the weighed food group scores, thus creating the food consumption score 

(FCS). 

 Using the appropriate thresholds, recode the variable food consumption score, from 

a continuous variable to a categorical variable.  

The typical thresholds suggested by WFP are:  

FCS  Profile 

0-21  Poor  

21.5-35  Borderline  

> 35  Acceptable  

 

Given the importance of oil and fish in the diet of the Bangladeshi people, these thresholds 

were elevated. As a result, FCS thresholds were revised for Bangladesh and four food 

consumption groups were created:  

 Poor consumption (≤28),  

 Borderline Consumption (>28 and ≤42),  

 Acceptable Consumption (>42).  

 An additional threshold was introduced to distinguish the acceptable households 

between acceptable low (43 to 52) and acceptable high (>52).  

 

Households with poor or borderline consumption, (i.e. those with FCS of 42 or lower) are 

considered food insecure. It is important to note that the use of FCS thresholds and cutoff 

points are evolving, as more studies and validation analysis becomes available. While 

constructing HDDS, certain points should be considered: 

 

 Food consumption data collection module  

Food Consumption module consists of the food items, the number of days particular food 

item was eaten in the past seven days and the sources of food (primary and secondary).  

 

 Food items and food groups  

The food items/groups listed in the questionnaire can be categorized into 9 main food 
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groups: cereals, starchy tubers and roots; legumes and nuts; meat, fish, poultry and eggs; 

vegetables (including green leaves); fruit; oils and fats; milk and dairy products; and 

sugar/sweets. In this sense, the list should be detailed enough to distinguish between items 

with different economic meaning (beside the nutrition information). On the other hand, too 

many foods would confuse the respondent because detailed recall is difficult over a 7day 

recall period. The list of food items/groups surveyed is usually between 10 and 25. The food 

item list should be customized paying particular attention to cereals/grains, cereal made 

food like bread or couscous, or other staples which have important different economic 

meaning. Knowledge of the local food habits as well as nutritional considerations must 

inform the creation of the list of foods. 

 

 Measuring and estimating actual quantities of food eaten  

VAM does not recommended gathering information on actual quantities eaten in this 

module, for several reasons like the inclusion of food groups in the list (vegetables, fruit, 

etc.) will prevent the accurate calculation of caloric contribution of that group, the bias in 

recalling the actual amounts eaten is generally accepted to be much greater than recalling 

the number of days the food/food group is eaten etc.   

 

 Recall period for food frequency and diversity  

VAM advises a recall of 7 days to ensure both good time coverage and ―reliability‖ of 

respondent‘s memory. According to practical data collection experience of WFP and others 

agencies, 7day seems to be the most appropriate recall period to capture information about 

household‘s habitual diet, taking into account the limits given by possible seasonal 

consumption. A recall period longer than 7 days has proved to be problematic as difficulties 

in remembering what was prepared appear to increase.  While a shorter recall period would 

risk missing foods served habitually but infrequently at the household level, for example on 

market days, Fridays (in Muslim areas), or Sundays (in Christian areas); or it would 

overestimate the consumption if the survey is done over those special days.  

 

 Food frequency Number of days vs. number of times  

The dietary diversity & food frequency approach aims to estimate whether the household 

manages to access items from the basic food groups in their habitual diet. Number of days 
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of consumption out of the reference last 7 days (week) is intended to track potential 

regularities in the consumption habit.  

 

 How the weights were determined  

When creating a composite scoring system for dietary diversity (with or without the added 

dimension of food frequency), the choice of weights is obligatory and subjective. Weights 

are typically constant across analyses in order to have a better degree of standardization of 

the tool.  Although subjective, this weighting attempts to give greater importance to foods 

such as meat and fish, usually considered to have greater ‗nutrient density‘ and lesser 

importance to foods such as sugar. The guiding principle for determining the weights is the 

nutrient density of the food groups. The highest weight was attached to foods with relatively 

high energy, good quality protein and a wide range of micronutrients that can be easily 

absorbed.  

 

 

 

 

 

 




