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Introduction

Agriculture has played a key role in
Bangladesh, a densely populated country
of more than 162 million people (World
Population Review 2016). While the
sector is changing, impacted by climate
change, rural-to-urban migration, and
growing demand for labor in the ready-
made garment industry and overseas,
agriculture remains the country’s largest
employer. It employs 47 percent of the to-
tal labor force in Bangladesh and makes
a significant contribution to the nation-
al economy, with 16 percent of its gross
domestic product (GDP) coming from
agricultural production (CIA 2016). Agri-
culture has also been leveraged to reduce
poverty. Growth in farm income account-
ed for nearly half the reduction in poverty
in Bangladesh between 2000 and 2010.
Its influence was even sharper later in that
decade: farm income growth drove over
90 percent of poverty reduction between
2005 and 2010 (Gautam et al. 2016).

Bangladesh has been a global leader
in introducing and expanding the ser-
vices of nontraditional financial service
providers. Microfinance institutions
(MFIs)—including ASA, the largest in
the world, BRAC, Buro, and Grameen
Bank—and mobile money have driven
advances in financial services for rural,
impoverished populations.

Currently, 45 percent of smallholders
in Bangladesh are financially includ-
ed, meaning that they have a mobile
money account or a full-service bank
account, NBFI account, or MFI account
in their name. NBFIs and MFIs have
facilitated most financial inclusion in
this sector (31 percent of smallhold-
ers have an NBFI or MFI account), and
now mobile money is driving further
gains (19 percent of smallholders have
a mobile money account). An additional

22 percent of smallholders have a bank
account. While smallholder families are
as likely to be as financially included as
the general population, their agricul-
tural activities call for a wider range
of financial solutions, and the differ-
ent profiles of smallholder households
present some unique opportunities and
challenges in the design and delivery of
these solutions.

The authors recognize that the Central
Bank of Bangladesh does not view MFIs
under the broader umbrella of nonbank
financial institutions (NBFIs) (Bangla-
desh Bank 2016). This paper, however,
reports MFI and NBFI data together to
facilitate comparability across the series
of CGAP’s national surveys of smallhold-
er households, because Bangladesh is
unique with respect to its distinction be-
tween MFIs and NBFIs.

In cooperation with the Bangladesh
Bureau of Statistics, CGAP conducted
a nationally representative survey of
smallholder households in Bangladesh
between February and June 2016. This
survey sought to comprehensively map
the various activities, interests, aspi-
rations, barriers, and pressures that
characterize smallholder families to ad-
dress three questions:

What does the community of prac-
tice need to know or do to support
smallholder farmer households in
building more resilient, productive
livelihoods?

How can financial mechanisms re-
spond to the needs and desires of
smallholder households?

What types of market strategies and
approaches can cultivate uptake and
use of financial mechanisms, includ-
ing digital financial services?

To that end, the questionnaire explored
agricultural and nonagricultural house-
hold activities, financial practices and
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interests, and challenges and aspira-
tions. The study aimed to encompass the
entire smallholder household and was
structured to detect both agricultural
and nonagricultural activities.

This paper begins with an overview of
the research approach, core program ob-
jectives, research questions, preliminary
phases of development, and topics includ-
ed in the questionnaire. It profiles small-
holder farmers in Bangladesh and then
examines how households manage their
income and expenses. After exploring fi-
nancial inclusion among smallholders, in-
cluding essential tools like mobile phones
and national identification documents,
the paper outlines meaningful segments
of the smallholder population in Bangla-
desh, mapping out groups of smallholder
farmers that matter for fostering greater
product adoption, and delving into their
demand for various financial mecha-
nisms. A full explanation of the research
methodology is included in Annex 1.

This report has three main goals:

Build the evidence base for those
working in agricultural finance so
that assumptions and/or isolated
observations can be paired with
known, reliable representative data
about the population.

Connect readers with the unique real-
ities of smallholder farmers that could
otherwise be overlooked, oversimpli-
fied, or erroneously generalized from
other smallholder farmer markets.

Catalyze conversations about “what’s
next” for smallholder-farmer-centered
strategies, products, and approaches
that facilitate agricultural, and house-
hold finance.

Key Findings and Implications

An analysis of the data from the nation-
al survey of smallholder households

identified six key challenges that they
face in Bangladesh.

The smallholder population is older
and aging. Barely one in 10 heads of
households is under 30, and the vast
majority is over 40. There are few
next-generation farmers in the small-
holder population, and there is a pre-
ponderance of older farmers with little
to no education who have worked the
land for decades. The small portion of
young farmers in the population shows
a desire to prosper; even if that means
leaving agriculture should the opportu-
nity arise.

Decisions in smallholder house-
holds are made largely by male
family members. Women may con-
tribute to decision-making, but they
are not typically a household deci-
sion maker. This could indicate that
the agricultural sector will offer
relatively limited opportunities for
more women to engage with formal
financial service providers.

There is heavy dependence on
agricultural income among small-
holder households. It is the most
important income source for most,
and some will supplement their in-
comes with other means of earn-
ing money. Agricultural income and
sustenance often hinge on one crop:
rice. It is typical for households to
grow between one and three crops,
and one is almost always rice. Small-
holders operate in a cash-based,
informal economy and do not have
formal contracts for the crops they
cultivate.

Households are vulnerable to
weather-related events that threat-
en their agricultural activities,
and typically they have few, if any,
resources at their disposal when
these events occur. In many cases,
the result is a loss of income for these
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households, and they have no channel
or mechanisms for recouping their
losses. They cope with unexpected
events by selling assets and turning
to family or friends or, alternatively,
doing nothing in response.

A majority of smallholder farmers
are not financially included, mean-
ing they do not have formal financial
accounts with a bank, mobile money
operator, NBFI, or MFI in their name.
The most vulnerable segments of
smallholder households are also the
least financially included and will be
the most challenging to reach.

Financial information is mostly
informal, unregulated, and poten-
tially unreliable. Smallholder farm-
ers rely on their own community to
circulate information. Few have con-
nectivity to outside channels, or turn
to third-party sources such as mass
media, financial institutions, or the
like for reliable information. They also
do not yet see their mobile phones as
a tool for financial information.

government officials. This suggests
that meaningful, useful financial
information may best reach farmers
using existing agricultural informa-
tion channels and messengers. While
financial information is informal,
there are networks for circulating
agricultural information that may
double as channels for learning about
financial mechanisms.

Smallholders generally show com-
mitment to agriculture. Whether
smallholder households are engaged
in agriculture by choice or necessity,
they almost universally take pride
in it, embrace it, and credit their ag-
ricultural activities for supporting
them through tough times. There
are indications, though, that this
trend does not apply to the youngest
bracket of smallholders.

There are signs of a budding fi-
nancial ecosystem. The majority
of smallholders has a mobile phone
and can envision it as both a bank-
ing and an agricultural tool. They
put money aside, to the extent that

Balancing those challenges, there are
also opportunities in the smallholder
household sector.

they can, and anticipate expendi-
tures. Those who do have financial

There are models of sustainable,
prosperous smallholder house-
holds in Bangladesh. Smallholders
who are more economically stable
tend to have more income sources
and a broader spectrum of farming
activities. These households could
serve as resources for other agricul-
tural families as part of a peer-to-
peer network, and they could play
an important role in making the
business case for financial solutions
relevant to agricultural production.

Smallholders look to broader net-
worKks for agricultural information,
including channels like television,
suppliers, community members, and

accounts tend to be active users (i.e.,
they use their accounts at least once
within 90 days), and would use more
advanced financial services, such
as goal-savings plans or business/
enterprise management solutions, if
these were offered by their institu-
tions. What's more, account holders
and nonaccount holders, alike, want
to use formal financial services in
their daily lives.

There are opportunities among
financially excluded smallholders.
Those without registered, formal
financial accounts are likely to meet
some preconditions to the use of
financial products, including digital
financial services. Many have a form
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of identification acceptable to open
an account and most have access
to a mobile phone, if not their own
phone. Many are familiar with the
concept of mobile money, and this
population is predisposed to save.

Taken together, the challenges and op-
portunities for smallholder households
present three big-picture implications.

Most older smallholders are com-
mitted to farming and need in-
formation and tools to plan their
agricultural and financial lives.
They do not want to leave farming;
instead, they want to take what
they do and do it better. They want
to move away from uncertainty and
life without a safety net, and find a
way to build greater economic sta-
bility. This could include guidance
on good agricultural practices, stra-
tegic decisions about land use, and
mechanisms that facilitate planning
and safety nets to maintain their
livelihood in the face of unexpected
shocks. Financial service providers
do not have to convince smallholders
to plan, save, or invest in their future.
They do have to provide a realistic
means for doing so.

Youth need expanded opportu-
nities in agriculture to strength-
en and sustain the sector. Over
time, smallholder agriculture could
be left with only those farmers who
feel they have to remain in agricul-
ture because they have no other
options due to a variety of fac-
tors, such as a lack of education or
available resources. Young people,

who may be better equipped with ba-
sic skills and tools than older farmers
and more comfortable using tech-
nology to inform and advance their
agricultural activities, bring unique
potential to smallholder farming.

Continued expansion of the dig-
ital ecosystem could reach both
bottom- and top-of-the-pyramid
farmers and help increase finan-
cial inclusion. For more economi-
cally stable smallholders, this means
broadening their digital financial
access and giving them more op-
portunities to transact within their
financial accounts. For more vulner-
able smallholders, this means par-
ticipating in the digital ecosystem in
a way that matches their household
cash flows and needs. Smallhold-
ers tend to live near financial access
points, they regularly use services
once they are on-boarded, and there
are leanings toward entrepreneur-
ship, which together suggest oppor-
tunity for new product uptake.

This working paper provides a foun-
dational assessment of smallholder
families through an analysis of the na-
tionally representative survey and seg-
mentation of smallholder households.
The survey and segmentation will in-
form a range of further inquiries about
the agricultural and financial landscape
in the country, including, but not lim-
ited to, market sizing, value-chain as-
sessments, product positioning, target
audience profiling and recruitment,
marketing strategy and messaging, and
benchmarking and tracking for future
growth.
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B. ABOUT THE PROJECT

Working to build the evidence base on
smallholder farming households, CGAP
sought to explore in more detail the fi-
nancial and agricultural lives of small-
holder households. This consisted of a
survey with an accompanying house-
hold listing and a segmentation. The
research sought to answer three key
questions (Figure 1).

Existing research and stakehold-
er discussions. Building on other
household surveys in South Asia and
Sub-Saharan Africa (e.g., agricultural
censuses, Living Standards Measure-
ment Study, FinScope, AgFiMS), as well
as the 2013 CGAP global segmenta-
tion,! this methodology and survey in-
strument were designed to answer a
number of questions about smallholder
households in Bangladesh:?

® Understanding and segmenting
smallholder households. What are
the key characteristics of the small-
holder sector at the national level
(e.g., demographics, poverty status,
hectares, crops and livestock, level
of intensification, market relation-
ships)? What segments of smallhold-
er households emerge?

FIGURE 1. Main questions for research

What do we need to know or
do to help smallholder farmer

households build resilient and
productive livelihoods?

1 See Christen and Anderson (2013).

How can financial
mechanisms respond to the

relevant needs and desires of
smallholders?

®  Attitudes and perceptions of small-
holder households. How do small-
holder households perceive their ag-
ricultural activities (e.g., a subsistence
activity, business), and do household
members, especially youth, see a
future in farming? On the financial
side, what is the level of comfort with
digital financial services and other
channels and service providers?

®  Opportunities to improve finan-
cial inclusion for each segment
of smallholder households. What
financial mechanisms does each
segment of smallholder households
demand, through the lens of cus-
tomer needs (crop storage, transfer,
build, secure, etc.) as well as prod-
ucts (e.g., credit, deposit, insurance)?
What informal and formal suite of fi-
nancial mechanisms does each seg-
ment currently use, and where are
opportunities to add value with new
services and/or delivery channels?

The first months of the project includ-
ed a series of deep dives into the exist-
ing research in the smallholder space to
determine what questions had already
been asked, identify their findings, and
determine how to drive our objectives
to complement and expand on them.

What type of market
strategies and approaches can

cultivate uptake and use of
financial mechanisms?

2 CGAP retained the services of InterMedia to manage the survey in partnership with MRB Bangladesh. Additional
national surveys and segmentations of the smallholder sector, led by CGAP, were also conducted in Mozambique,
Uganda, Tanzania, Cote d'Ivoire, and Nigeria.
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Several sources were consulted in the
process, including IFC, Dalberg, Finmark
Trust, AgFiMS, FinScope, FAO, GIZ, IFAD,
and the World Bank. The secondary re-
search brought a series of questions that
informed discussions with stakeholders.

BRAC and USAID were close partners in
this research with smallholder house-
holds because of their central role in
advancing financial inclusion and agri-
cultural development. This coordination
was important to inform the CGAP re-
search and ensure that the results pro-
vide meaningful market information.
Several additional stakeholders and or-
ganizations also contributed valuable
insights and considerations into the de-
sign of the research as key informants,
including SafeSave, IFC, IFPRI, IFAD,
Syngenta Foundation, MicroEnsure,
WorldFish, FAO, DAL, and CIMMYT.

The extensive secondary research and
discussions with stakeholders identified
a gap in information about the actual
needs, desires, and perceptions of small-
holder households. There are data and
insights into the habits of smallholder
households that examined either their
agricultural activities or tracked their
financial lives, but nothing to date had

taken a more comprehensive view of the
financial and agricultural lives of small-
holder households at the national level.
This research project also sought to con-
nect the agricultural data to the finan-
cial data to dissect the interactions and
intersections between the two.

Identifying Target Group of Small-
holder Households. Discussions with
stakeholders and extensive desk re-
search concluded there is no clear agree-
ment on the characteristics that define a
smallholder, due in part to the hetero-
geneity of this client group.® As a result
of both of these lines of investigation,
a matrix of each of the key criteria that
could be used to distinguish smallholder
households from other households was
developed (Table 1).

The desk research also found a range
of definitions of a smallholder house-
hold across countries, reflecting the
variations in their agricultural sectors.
Some governments define smallhold-
ers solely by their landholding size. The
range differed greatly across Asian and
African countries—from a maximum of
2.5 hectares in India up to a maximum
of 46 hectares in Malaysia. In Bangla-
desh, research shows that smallholder

TABLE 1. Key criteria in defining smallholder households

Key Criteria Considerations

Market orientation
Threshold
Family vs. hired

Landholding size
Labor input

Income

Farming system
Farm management
responsibility
Capacity

Legal aspects

Level of organization

Formal vs. informal

Subsistence vs. market-oriented vs. hybrid

Shared income from farming, multiple sources
Technology, irrigation
Owner, influence over how to farm

Storage, management, administration

Member of group—producer, supply chain, service provider

3 Defining Smallholders: Suggestions for a RSB smallholder definitions; Roundtable on Sustainable Biomaterials; October 2013.
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FIGURE 2. Listing criteria to identify relevant smallholder households

Household with up to 5 hectares
OR
Farmers who have fewer than
50 heads of cattle, or
100 goats/sheep, or
1,000 chickens

AND

Agriculture provides a meaningful
contribution to the household
livelihood, income, or consumption
(self-identified)

farmers dominate the agricultural sector,
with smallholder farmers contributing a
majority of total agricultural outputs.

A high watermark was developed to
identify smallholder householdsin a way
that was as inclusive as possible, with-
out diluting or distorting the population
representation. The identification mea-
sure used two key criteria—landholding
size and livestock count—as the start-
ing point for identifying the target
group for sample selection. A series of
self-identifying perception questions
was also asked to ensure that each small-
holder household selected for the study
viewed agriculture as a meaningful part
of the household’s livelihood, income,
and/or consumption.

Before the data collection, a household
listing exercise was conducted to iden-
tify all smallholder households. The
listing exercise targeted smallholder
households with the criteria in Figure 2.

Methodology

The sample for the smallholder survey
is a stratified multistage sample. Stratifi-
cation was achieved by separating each
division into urban and rural areas. The
urban/rural classification is based on
the 2008 agricultural census. Fourteen
strata were then created, and the sam-
ple was selected independently in each
stratum.

In the first stage, enumeration areas
(EAs) were selected as primary sampling
units, with probability proportional to

size, the size being the number of house-
holds in the EAs. Before selection, in each
stratum, the list of EAs was sorted by
district, subdistrict, wards and unions,
and mauzas and mahallas. A household
listing operation was conducted in all se-
lected EAs to identify smallholder house-
holds and to provide a framework for
selecting smallholder households to be
included in the sample. MRB Bangladesh,
InterMedia’s local field partner, conduct-
ed the household listing operation be-
tween 14 February and 13 March 2016.

The Bangladesh smallholder survey was
the fourth survey in the series, which
also includes Mozambique, Uganda,
Tanzania, Cote d’Ivoire, and Nigeria. It is
the first of its kind in South Asia. Field-
work in previous countries experienced
failed call backs, where identified eligi-
ble households and household mem-
bers could not be interviewed during
the time allocated to fieldwork in each
country. As a result, the final sample size
fell slightly short of the target. For this
reason the number of households select-
ed in each EA was increased from 15 to
17 following the household listing op-
eration in all sample EAs. In total, 3,355
households were selected for the survey,
of which 3,163 were found to be occu-
pied during data collection. Of these,
3,154 were successfully interviewed.

Questionnaire design. The question-
naire design process began by using
the secondary research and stakehold-
er discussions as core inputs into the
measurements to shape the survey
instrument. This process also involved
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defining the end goal of the research by
drawing from existing survey instru-
ments, considering the objectives and
needs of the project, and accounting
for stakeholder interests and feedback.
These foundations led to a framework
for the survey instrument for sharing
across stakeholders, and to ensure the
research captured all of the necessary
elements of a smallholder household.
The framework was built around the
sections outlined in Table 2.

Organization of the survey. The ques-
tionnaire was divided into three parts
(Table 3) to capture the complexity
inside smallholder households, with
certain questions asked of all rele-
vant individuals in the household, not
just one household member.* It was
designed in this way to capture the

complete portrait of the smallholder
household, because some members of a
household may work on other agricul-
tural and nonagricultural activities inde-
pendently, without household members’
full comprehension of their involvement
and responsibilities.

The questionnaire was translated into
Bengali and then pretested and validated
to ensure the integrity of the questions
and that they were in line with social and
cultural customs. Data collection took
place from 17 March to 21 April 2016,
using computer-assisted data collection
tools that regularly yielded data for anal-
ysis and quality control to provide timely
feedback to field staff. The Bangladeshi
smallholder household survey was im-
plemented by MRB Bangladesh, Inter-
Media’s local field partner.

TABLE 2. Framework for the smallholder questionnaire

Household  Agricultural Mobile Financial
Section | Demographics Economics | Practices Phones Services
Relationship Income Land Use (own | Formal
ownership | or borrow) | institutions
Marital status | Jobs Crops Types of | Less than formal
grown phones institutions
Age Government | Livestock Barriers Informal
payments financial service
providers
School Saving Value chain | Habits Importance
attendance
Examples | Income Investing Market Products | Borrowing
of topics relationship
covered | Decision- Emergency | Water Products
making planning
Financial situ- | Risk Labor
ation mitigation
Progress out Inputs
of Poverty
Index (PPI)
Storage
Coping
with shocks

4 The three questionnaires can be found in the user guide that accompanies the data set for this research.
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TABLE 3. Design of smallholder questionnaires

Household Survey
Questionnaire

Multiple-Respondent
Survey Questionnaire

Single-Respondent
Survey Questionnaire

Target Head of the house- | All household One randomly se-
respondent(s) | hold, spouse, or a members over lected adult in the
knowledgeable adult | 15 years old who household
contributed to the
household income
or participated in its
agricultural activities
Topics m Basic information | m Demographics m Agricultural
covered on all household m Agricultural activities | activities
members m Household m Household
m Information about economics economics

household assets
and dwelling
characteristics

m Mobile phones

®m Formal and
informal financial
tools
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C. FINDINGS?®
1.

SMALLHOLDER HOUSEHOLD DYNAMICS IN

BANGLADESH: WHO ARE SMALLHOLDERS?

Smallholder households span the
country and are primarily led by
middle-age or older men.

The 2011 Bangladeshi census divides
the country into 64 districts nested un-
der seven administrative divisions.® The
sample frame for this survey drew a pro-
portional sample from each division. The
divisions are Barisal, Chittagong, Dhaka,
Khulna, Rajshahi, Rangpur, and Sylhet.

Smallholder households are primarily
concentrated in the Dhaka and Rangpur
divisions, with these divisions seeing
relatively equal distribution. A smaller
proportion of smallholder families is
located in Khulna, Chittagong, and Ra-
jshahi (Figure 3). Just 4 percent of small-
holder households are located in Barisal,
and 3 percent are in Sylhet.

Men typically manage smallholder
households in Bangladesh. They are
heads of households nine times as
frequently as women (Figure 4). Female
heads of households tend to be widowed.
While households are male-dominated,

FIGURE 4. Gender of head of household

Female
7%

Male
93%

Sample: Smallholder households, n=3,154.

FIGURE 3. Division

Barisal
1%

Sylhet
3%

Chittagong
15%

Rajshahi

12% Khulna

19%

Sample: Smallholder households, n=3,154.

women do play an important, if not
critical, decision-making role when it
comes to the agricultural activities of the
household.

The heads of households in smallholder
families tend to be middle-age or older.
Forty-nine percent of smallholder
heads of households are between 30
and 49 years old, and 40 percent are
50 or older, leaving a relatively small
youth population (Figure 5). With
only 11 percent of the population of

FIGURE 5. Age of head of household
15-29
30-39 24%
40-49 25%

50-59

60+

Sample: Smallholder households, n=3,154.

5 Graphs and tables in the main body of the report include references to the unweighted base size and, therefore, sometimes
will not look proportional to graphs that show subsets of other graphs. Due to rounding, not all percentages in charts total
100. Due to rounding, percentages in the text that combine two or more categories represented in the subsequent graph may

vary by a percentage point.
6 An eighth division was added in September 2015.

10
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FIGURE 6. Highest education attended, = FIGURE 7. Highest education attended,

by head of household by gender of head of household
38%
34% S
67% °
21% B
—1.%—
0,
33% 46%
7% . ;
1% l Male (n=2,937) Female (n=217)
! T ! T Never attended = Pre-primary Primary or higher
Never Pre- Primary Secondary Higher

attended primary education
Sample: Smallholder households.

Sample: Smallholder households, n=3,154.

general school attendance (i.e, have
smallholder farmer heads of households  attended or not) is consistent across
under the age of 30, Bangladesh has  geographic settings, urban smallholder
a relatively small “next generation” of headsofhouseholdshave greaterrates of
farmers. higher education attainment. Two in 10

(19 percent) urban smallholder heads of
The heads of households in smallholder  Louseholds have completed secondary
families typically have not advanced higher education, compared with 12

in formal education beyond primary percent of their rural counterparts.
school. Over one-third (34 percent) have

not completed a primary education,and  Bangladeshi smallholders are primarily
38 percent have Comp]eted on]y pri- married or Cohabitating; only 6 percent
mary school (Figure 6). About one-fifth ~ are single, divorced, separated, or wid-
(21 percent) have completed secondary ~ owed (Figure 8). Women overwhelming

school, and 7 percent have completed make up the proportion of smallholder
some form of higher education. heads of households that are unmarried,

usually as a result of being widowed.
Female heads of households tend to be  There is a sharp contrast in the marital
muchlesseducated thantheirmalecoun- status of heads of households across
terparts: 46 percent of female heads of gender. Men are almost always married,
households have never attended school, in contrast to the one-third of women
compared to one-third of men who are  who are widowed, divorced, or separat-
heads of households (Figure 7). While ed (Figure 9).

FIGURE 8. Marital status of head of
household FIGURE 9. Marital status, by gender of

head of household

1%
m Single / never 31%
married

3% 3%
|

95%

= Married / o
Cohabiting e
3% T 0%

Male (n=2,937) Female (n=217)

Divorced /
Separated /

Wid d
idowe mSingle Married Widowed/divorced/separated

Sample: Smallholder households, n=3,154. Sample: Smallholder households.

1
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FIGURE 10. Number of people in
household

One | 1%
Two | 10%

Three | 19%
Four | 30%
Five | 19%

Six | 11%
Seven | 5%
Eight or more : 4%

Sample: Smallholder households, n=3,154.

Household size varies across small-
holder households, and can be large.
Forty percentof Bangladeshismallholder
households have five or more people in
the household. Only 11 percent have
one or two individuals; 20 percent of
households have six or more household
members (Figure 10).”

These large household sizes are also
significant because a majority of house-
holds fall below the poverty line (i.e.,
living on less than $2.50/day) (Grameen
Foundation 2013). Less than a quarter
of smallholder households are above the
poverty line, in contrast to over a quarter
of the households living below the ex-
treme poverty line (figures 11 and 12).
Smallholder households live without

FIGURE 12. Extreme poverty status of
household

Extreme poor:
<$1.25/day
27%

Above poverty
23% \

Between $1.25
and $2.50/day
50%

Sample: Smallholder households, n=3,154.

FIGURE 11. Poverty status of household

Above poverty line
23%

Below poverty line
77%

Sample: Smallholder households, n=3,154.

much of a cushion to absorb additional
expenses.

Smallholder households face difficult
living circumstances, with half of the
households having only enough money
for basic necessities (Figure 13). This is
mainly because smallholder households
farm for their own subsistence, and the
little money they get from selling what
they grow goes to buying the food that
is not available or things to cook with
the food they grow, further relegating
other basic needs and luxuries. Roughly
a third of the population of smallholder
households run counter to this char-
acterization. These households are
comparatively well-off and can afford to
save a bit; some can even afford costlier
goods.

The characteristics of the heads of house-
holds for these relatively well-off small-
holder households are dissimilar to heads
of households from their less fortunate
counterparts. Well-off households tend
to be led by individuals who are more
educated. Seventy-three percent of well-
off heads of households have attended
school, and 34 percent have some second-
ary or higher schooling, where 62 per-
cent of nonwell-off have attended school
and 24 percent have some secondary or

7 For the purposes of this survey, “household” was defined as a group of related or unrelated persons who live together in the
same dwelling unit, eat together from the same pot, and share most household expenses. Visiting relatives and domestic
workers are not considered members of a household and, therefore, are not be included in this study. The listing manual in
the user guide seems to contradict this: “Note, however, that domestic servants and other workers living and eating in the

same household should be included as household members.”
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FIGURE 13. Household's current financial situation (self-assessed)

49%

13%

I

32%

6%

: | I

Not enough money for
food

Enough money for food
and clothes only

Sample: Smallholder households, n=3,154.

higher education. These well-off house-
holds are more entrepreneurial; 16 per-
cent run their own businesses, compared
with 9 percent of the nonwell-off who
run a business. The well-off households
are also notably more patriarchal. Across
the majority of decision categories,
well-off households feature male-led
decision-making the majority of the time,
where nonwell-off households feature
less male-led decision-making and more
joint decision-making. This is not to say,
however, that a patriarchal dynamic in
and of itself is a predictor of a house-
hold’s financial well-being.

Smallholder farmers value hard work
and achievement. Characterized by lim-
ited means and economic vulnerabi-
lity, they actively look for opportunities
to improve their situation and achieve
their goals and aspirations (Figure 14).
There is an undercurrent of impulsivity

Enough money for food
and clothes and can save a
bit, but not enough to buy

expensive goods

Afford to buy certain
expensive goods

and pessimism in the population. About
three-quarters acknowledge saying
things without thinking them through,
with half characterizing themselves
as impulsive. This inclination to speak
quickly is tempered by a deliberateness
in action, where 93 percent report doing
things after giving them much thought.
Nearly 70 percent consider planning too
far ahead to be sometimes unwise.

Farm as income, source for
subsistence, and sale

Smallholder farmers typically own
their land (Figure 15). More than half
of smallholders possess a lease or cer-
tificate, with 12 percent possessing
their land according to customary law
(Table 4). These groups are good can-
didates for financial services given
their proof and documentation of as-
sets. Eleven percent of smallholders

FIGURE 14. Do you agree or disagree with the following statements?

| do things after giving them much thought

| always work hard to be the best at what | can do

| always look for opportunities for improving my situation
| have my aspirations

| say things before | think them through
It is not always wise for me to plan too far ahead because many

things turn out to be a matter of good or bad fortune

I am impulsive

mAgree

Sample: Smallholder farmers, n=3,095.

m Disagree
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FIGURE 15. What is the form of ownership of your land?

M Individual ownership with lease

= Communal

| Kott

H Don't know

1%

2%

H Individual ownership under customary law
State ownership
H Other

Sample: Smallholder households who participate in agricultural activities reported land n=3,951.

TABLE 4. What is the form of ownership of your land?

Total Barisal | Chittagong Dhaka @ Khulna | Rajshahi Rangpur Sylhet
) ) R ) k) k) (%)
n=3,951 n=447 n=443 | n=716 n=460 n=573 n=942 n=370
Individual 56 47 33 53 68 62 60 55
ownership
with
lease or
certificate
Individual 12 10 11 7 2 20 18 1
ownership
under
customary
law
Communal 11 14 16 18 14 6 5 1
(resources
are shared)
State 1 0 2 0 1 0 0 0
ownership
Kott (i.e., 12 14 21 16 9 8 5 37
traditional
land
leasing)
Other 8 12 14 6 6 1 9 5
Don't 2 3 3 0 0 5 3 0
Know

Sample: Smallholder farmers who participate in agricultural activities, by division, n=3,951.
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FIGURE 16. Number of crops grown
for consumption

More
than 1
1crop 54%
45%

Do not consume
what they grow
1%

Sample: Smallholder farmers who grow crops, n=3,866.

have communal land. This ownership
share is primarily concentrated in the
Chittagong and Dhaka divisions.

Smallholder properties are small plots.?
Nine in 10 smallholders own or rent less
than 1 hectare of land and nearly a one-
tenth own between 1 and 2 hectares.

Smallholder farms are divided between
those that exhibit a moderate degree of
crop diversity and those that grow only
one crop per season. More than half of
Bangladeshi smallholders grow more
than one crop for both consumption and

FIGURE 18. Number of crops grown
for trading

More than

/  16%

1 crop
14%

Do not trade /
what they grow
81%

Sample: Smallholder farmers who grow crops, n=3,866.

FIGURE 17. Number of crops grown
for selling

More than
163%

1 crop
28%

Do not sell

what they grow —

9%

Sample: Smallholder farmers who grow crops, n=3,866.

selling (figures 16 and 17). Specifically,
12 percent of smallholders grow three
crops and 12 percent grow four crops,
for either selling or consumption. The
average Bangladeshi smallholder farmer,
if engaged in growing for consumption
or sale, typically grows 3.05 crops for
consumption and 3.40 crops for sale. At
the same time, a substantial segment of
smallholder farmers is monocropping,
growing one crop on the same land,
without rotating crops; 45 percent of
smallholders grow only one crop for con-
sumption, and 28 percent grow only one
crop for selling. Nineteen percent grow
crops for trade, with the majority of
these individuals growing one crop (rice,
primarily) for this purpose (Figure 18).
The average farmer engaged in growing
crops for trade grows 1.56 crops.

Smallholders rely heavily on one crop:
rice. Rice is clearly considered the most
important crop to smallholders, in terms
of what is grown and sold (Figure 19 and
Table 5). Nearly all smallholders who
grow crops to consume report that, of
the crops they grow, they consume rice
the most (95 percent). Just over half of
smallholders report that rice provides

8 Land size is difficult to measure accurately. Many recent examinations of land measurement say that using farmer estimates
ofland size usually leads to errors (Carletto, Gourlay, and Winters 2013). The goal in this body of work was to specifically rely
on what farmers perceive to be their own land size to better understand their way of thinking and processing agricultural

and household decision-making.
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FIGURE 19. Which of the following
crops that you grow is the most
important to you and your family?

Rice 86%

Maize | 2%

Jute | 1%

Potatoes | 1%

Onions | 1%
Pulses | 1%

All other 7%

Sample: Smallholder farmers participating in agriculture
who grow at least one crop, n=3,866.

the most revenue. This dependency on
rice is a vulnerability, given the frequency
of extreme weather events in Bangladesh.

A large majority (81 percent) of small-
holders who participate in agricultural
activities raise livestock, as well as crops

FIGURE 20. Do you have any livestock,
herds, other farm animals, or poultry?

Sample: Smallholder farmers who participate in agricul-
tural activities, n=4,742.

(Figure 20). Livestock are kept for both
consumption and income generation.
Poultry, specifically chicken (layers),
is the most commonly kept livestock,
followed by cattle, ducks, and goats
(Table 6). Generally, there is a sharp
divide between which animals are kept
for consumption and which are kept for
generating income. For example, over

TABLE 5. Which of the following crops that you grow do you consume the
most/get the most money from selling?

Consumption (n=3,812)* Selling (n=3,430)
Rice 95 52
None 1 2
Chilies 0.4 4
Pumpkins 0.4 2
Tomatoes 0.3 1
Wheat 0.3 1
Potatoes 0.2 7
Pulses 0.2 3
Eggplant 2 1
Maize 0.1 7
Radishes 0.1 n/a
Jute 0 7
Mangos 0 0.4
Bananas 0 1

Sample: Smallholder farmers participating in agriculture who grow and consume/sell at least one crop.
*Responses ranked by consumption and later by sales.
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TABLE 6. Which of the following do

you rear?
Chickens—Ilayers 82
Cattle—beef 60
Duck 47
Cattle—dairy 41
Goats—meat 31
Fish 26
Goats—dairy 22
Pigeon 12
Sheep 2
Buffalo 2
Chickens—broilers 2

Sample: Smallholder farmers who have any live-
stock, herds, other farm animals or poultry,
n=2,585.

Multiple responses allowed.

90 percent of smallholder households
consume poultry compared to 55 per-
cent who sell it; 23 percent raise goats
for their own consumption compared
to 75 percent of smallholders who raise
goats (meat) for income (Figure 21).

Household decisions are typically
made by men, even when women
have a significant say in decisions.

Men primarily lead households (Figure
4), and this is reflected in the distribu-
tion of responsibility for agricultural
decision-making. Half of most agricul-
tural decision-making falls solely on
the male family member (Figure 22).
While most household decision-
making is male-led, a substantial seg-
ment of smallholder households exer-
cises joint decision-making between
husband and wife; one-fifth to one-
third of households make their deci-
sions jointly. Joint decision-making
is mostly oriented around livestock-
related decisions.

Dedicated to agriculture and
looking to expand their activities

Smallholder farmers are highly tenured
and experienced.Sevenin 10 smallholder
farmers have been farming for more
than 10 years, and nearly 20 percent

FIGURE 21. Which of the following do you rear and get income/consume?

Chickens — layers (n=2,522)
Duck (n=1,485)

Fish (n=799)

Pigeon (n=377)

Cattle — dairy (n=1,281)
Chickens - broilers (n=68)
Goats — dairy (n=558)
Goats — meat (n=825)

Sheep (n=61) 7%

Buffalo (n=51) 7%

Cattle — beef (n=1,823) 0%

m Rear to consume

93%
55%
83%
53%
78%
43%
76%
57%
47%
77%
39%
49%

25%

65%

23%

75%

81%

35%

83%

M Rear to get income

Sample: Smallholder farmers who have any livestock, herds, other farm animals or poultry.

Multiple responses allowed.
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FIGURE 22. Agricultural decision-making

When to sell livestock 30% 4% 41% 14%
Quantity of livestock to sell 29% 4% 42% 14%
Quantity of crops to sell 25% 3% 48% 14% Both
Planting time [1723% 3% 51% 13% Wife
When and where to sell crops 24% 3% 49% 14% Husband
Whereatgoritcazlrtrlj)rvzl r;)]:)ondel}/c';_ooiupport 2% 3% 49% 14% Another family member

What to plant 23% 3%

Purchase of farm inputs 23% 3%

When to harvest 22% 3%

Sample: Smallholder households, n=3,154.

FIGURE 23. How many years have you
been farming?

2%

9% Less than 2 years

2 to 5 years
18%
6 to 10 years

70% More than 10 years

Don’t know

Sample: Smallholder farmers who participate in agricul-
tural activities, n=4,742.

have been farming for six to 10 years
(Figure 23). There are few new entrants
among these smallholders. Less than
10 percent have been farming for two

50%

52%

52%

= Not applicable / Don't know
14%

13%
14%

to five years, and 2 percent have been
farming for less than two years.

Even the youngest generation appears
to have spent their life in farming.
Thirty-five percent have been farming
for more than 10 years; an additional
33 percent have been farming for be-
tween six and 10 years (Figure 24). This
suggests thatagriculture is a generation-
al pursuit. When agriculture is passed
down through the family, it is difficult to
measure the precise number of years in
that occupation.

Most smallholders intend to remain in
agriculture. Approximately one-tenth
of the population, however, did voice an
eventual plan to exit (Figure 25). This
intention is inconsistent across tenure

FIGURE 24. How many years have you been farming? By age of respondent

35%
66%

87%

33%
25%

85% 90%

S 9% 8% 6% 11% 304 8% 29
Aged 15-29 Aged 30-39 Aged 40-49 Aged 50-59 Aged 60+
(n=444) (n=641) (n=571) (n=437) (n=355)

Five or less years

Sample: Smallholder farmers, n=2,638.

Six to 10 years

More than 10 years

(Smallholder farmers who participate in household’s agricultural activities and in each age category)
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FIGURE 25. Do you intend to keep
working in agriculture?

Don’t know —
2%

Sample: Smallholder farmers who participate in house-
hold's agricultural activities, n=2,448.

and seen more in younger and finan-
cially better-off smallholders. Specifi-
cally, less established farmers make up
the majority of those who intend to exit
(Figure 26). These farmers may regard
agriculture as a temporary solution to

their financial needs. This is reflected
by a high level of faith in agriculture as
an income provider; despite difficult cir-
cumstances, farmers intend to remain
in agriculture (Figure 27). Adherence
to agriculture can be due to enjoyment
of it, dependence on it, and lack of per-
ceived other options (figures 28 and 29).

Bangladeshi farmers are ambitious
and dedicated and have their eyes
open for new opportunities

Smallholder farmers enjoy agriculture
and are satisfied with their agricultural
activities. This satisfaction is manifes-
ted in a strong desire to expand their
agricultural activities (Figure 28). That
said, smallholders’ reticence to see
their children remain in farming, their
willingness to change industries, and

FIGURE 26. Do you intend to keep working in agriculture? By number of years in

farming

13%

43%

More than 10 years
(n=1,754)

Six to 10 years
(n=408)

mYes mNo

Two to five years  Less than two years

(n=242) (n=43)

Don’t know

Sample: Smallholder farmers who participate in household’s agricultural activities.

FIGURE 27. Do you intend to keep working in agriculture? By household’s current

financial situation (self-assessed)

We don't have
enough money for
food (n=351)

We have enough
money for food and
clothes only (n=1,124)

We have enough money for
food and clothes and can
save a bit, but not enough to
buy expensive goods (n=825)

We can afford to
buy certain expensive
goods (n=146)

Sample: Smallholder farmers who participate in household’s agricultural activities.
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FIGURE 28. Do you agree or disagree with the following statements?

| want to expand my agricultural activities by looking at
new products/markets

| just work to make ends meet

| enjoy agriculture

| am satisfied with what my agricultural activities
have achieved

| regard my agricultural activities as the legacy | want to
leave my family

1 would take full-time employment if | were offered a job
| would not want to do any other kind of work

| want my children to continue in agriculture

m Agree

m Disagree

Sample: Smallholder farmers who participate in household’s agricultural activities, n=2,448.

FIGURE 29. Do you agree or disagree with the following statements?

| enjoy agriculture
| would take full-time employment if | were offered a job
| would not want to do any other kind of work

| want my children to continue in agriculture

mAgree

m Disagree

Sample: Smallholder farmers aged 15-29 who participate in household’s agricultural activities, n=637.

their perception of agriculture solely
as a financial vehicle (i.e., as an income
generator and not a passion) contradicts
this enthusiasm. When viewed together,
these perceptions suggest that small-
holders are dedicated to advancement
and financial betterment itself and while
working in agriculture is acceptable, it is
not alluring enough to warrant sacrific-
ing other opportunities. Smallholders
recognize that there may be less risky
or volatile methods for earning income,
and if these methods were available,
smallholders would not forgo them.

These perceptions are pronounced
across the youngest generation of farm-
ers, with these farmers being even more
willing to leave agriculture than their
older counterparts. Seventy-five per-
cent would be willing to leave agricul-
ture for a full-time position if given the
opportunity (Figure 29). Given the rel-
atively small share of young smallhold-
er farmers, these perceptions, coupled
with the lack of intention to remain in
agriculture among unexperienced farm-
ers, suggest that flight from agriculture
is a possibility.
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2. SMALLHOLDER HOUSEHOLD DYNAMICS IN BANGLADESH:

INCOME AND EXPENSES

Farming Activities Determine
Household Income

Smallholder households generate the
most income from growing and selling
crops and rearing and selling livestock
(Figure 30). In addition to these agricul-
tural activities, smallholder households
generate income through owning a busi-
ness and wage labor. Smallholder fami-
lies do not typically rely on remittances
for income, with only 6 percent report-
ing remittances, domestic or interna-
tional, as an income source.

Agriculture makes a meaningful contri-
bution to the household for farmers, and
66 percent consider it their primary oc-
cupation. In comparison, 81 percent of
Tanzanian smallholders report agricul-
ture as their primary job. Approximately
one-third of smallholders consider
something other than farming as their
primary source of income (Figure 31).
Ten percent of smallholders report “la-
borer” as their primary job, nearly 10
percent report business ownership, and
14 percent report some other source.

Growing crops and rearing livestock are
reported as smallholders’ most import-
ant income sources, at 50 and 17 percent,
respectively (Table 7). Growing crops is
also the most reliable and most enjoyable
income-generating activity, underscoring
its importance to this population. These
perspectives suggest that smallholders
typically equate their most important in-
come source with their most reliable and
enjoyable income source.

Smallholders also engage in nonpro-
duction-related agricultural activities,
albeit to a lesser degree. Nine percent
engage in product processing, and 8 per-
cent are landlords of agricultural land
(Figure 32). This subsection of small-
holders represents a potential niche

FIGURE 30. Do you generate income
from any of the following sources?

Growing something and selling it,

0,
such as crops, fruits, or vegetables 64%

Rearing livestock, poultry, or fish

0,
and selling it 47%

Running own business in retail or

. 13%
manufacturing

Earning wages or salary from

0,
regular job 9%

All other 9%

Earning wages from occasional job 8%

Remittances 6%

Running own business by providing

) 4%
services

Sample: Smallholder farmers, n=5,124.
Multiple responses allowed.

market for financial enterprises focused
on Bangladeshis involved in agriculture.

Only 2 percent of smallholders receive
payments from the government in the
form of welfare, pension, etc. (Figure 33).

FIGURE 31. What is your primary job?

= Farmer
= Laborer
Business owner
Professional (e.g., doctor, teacher)
® Shop owner
® Other

Sample: Smallholder farmers, n=5,124.
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TABLE 7. Which of the following income sourcesis ... ?

Most Important = Like Getting = Most Reliable
Income Sources (%) the Most (%) (%)
Growing something and 50 51 51
selling it, such as crops,
fruits, or vegetables
Rearing livestock, poultry, 17 17 16
fish, or bees and selling them
Running own business in 8 8 8
retail or manufacturing
(selling or making goods)
Earning wages or salary 7 7 7
from regular job
Other 6 5 3
Earning wages from 4 4 4
occasional jobs
Getting money from family 4 3 4
or friends
Running own business by 3 3 3
providing services
Getting a grant, pension, 0 0 0
or subsidy of some sort
Don’t know 1 1 1

Sample: Smallholder farmers, n=5,214.

Of the few who do receive payments,
they primarily receive them through
a direct deposit into a bank account or

cash pick-up (Figure 34).

Self-Reported Expense

Requirements Match Smallholders’

Economic Situation

Most smallholders (77 percent) live
below the poverty line (i.e., below

$2.50/day), with roughly a quarter
living below the extreme poverty line
(i.e., $1.25/day) (figures 11 and 12).

Nearly 30 percent of smallholders
report they need less than 5,000 TK
($66) a month to cover expenses, with

most smallholders requiring between

5,000 and 10,000 TK ($127) (Figure
35). Nearly a quarter of smallholders

FIGURE 32. Are there any other ways that you get income?

9%

Buy/get agricultural products Rent land to farmers for
from farmers and process it/ farming purposes

change it to another form
(e.g., maize to flour)

Sample: Smallholder farmers, n=5,214.
Multiple responses allowed.

Buy/get agricultural
products from farmers/
processors and sell it

4%

require more than 10,000 TK per
month.

1%

00

Provide a service to farmers
or processors of farming
products (e.g., renting ploughs,

tractors, other equipment)
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FIGURE 33. Do you receive income
from any of the following?

Occasional gale of 54%
my belongings

Occasional paid
assignments, labor 37%
for hire

Remittances/monetary
or other help from 7%
family or friends

Government benefits
(pension, disability, 2%
welfare, etc.)

Other donor/

0,
NGO benefits 1%

Sample: Smallholder farmers, n=5,214.
Multiple responses allowed.

Smallholders in Bangladesh primari-
ly generate enough income to match
or even exceed their expense require-
ments. In all necessary expense cate-
gories, nearly two-thirds or more of
smallholders report having a surplus at
the end of the month (Figure 36). These
households with monthly expense sur-
pluses are prime candidates for a range

FIGURE 35. What is the minimum
amount your household needs to
survive per month (for personal
expenses)? Quintile

Below 2,500 TK 0
($32.00 or less) 2%
2,501-5,000 TK

($32.01-$66.00) 27%

5,001-7,500 TK

($66.01-$95.00) 19%

7,501-10,000 TK

($95.01-$127.00) 28%

Above 10,000 TK

($127.01 +) 24%

Sample: Smallholder households who gave a minimum
amount for households’ survival n=3,148.

FIGURE 34. How do you usually get
this government payment?

Direct deposit to a bank 51%
account
Personal pick-up in cash 46%
Personal pick-up in check 16%

Courier delivery | 2%

Deposit to your mobile 2%
money account

Western Union/ o,
MoneyGram 2%

Digital card | 0%

Sample: Smallholder farmers who receive income from
government benefits, n=82
Multiple responses allowed.

of financial mechanisms, particularly
those related to saving.

Traditional Spending Framework
and Prudent Spending

Smallholder households tend to incur
smaller expenses more regularly than
larger expenses (Figure 37), reflecting
what is considered a more traditional

FIGURE 36. What is the minimum
amount your household needs to sur-
vive per month (for personal expenses)
and is your income sufficient?

Below 2,500 TK

($32.00 or less) 29% 65%
(3201566 00) (L0216 71%
(66,01 505,00, FEE 68%

(;'550 .%)_11—%1) S;).(I(IJ() 22% 65%
Above 10,000 TK — -

($127.01 +)

Don’t make enough Breaking even Surplus

Sample: Smallholder households, n=3,137.

9 Expense question in Figure 37 did not include agricultural inputs, such as seed and fertilizer, specifically, and instead fo-

cused on broad-based household needs.
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FIGURE 37. How often do you pay each of the following expenses?

Grocery purchases

Transportation

Medicine, medical payments, hospital charges
Bills: utility bills, airtime, rent, etc.
Educational expenses, school fees

Investment in business, farm, or future, etc.
Emergency expenses

Make a large purchase

Home repairs (

M At least once a week M Less often

Sample: Smallholder households, n=5,214.

spending framework.’ The most frequent
expense in smallholder households
is groceries, with 84 percent of the
population purchasing groceries at least
once a week. Transportation follows gro-
cery expenses; 57 percent of smallholder
households spend money on transporta-
tion atleastonce per week. These expense
categories could be part of a merchant
channel for expanding digital finance,
given their prevalence in the population.
Their value is not in the size of each in-
dividual transaction, but in the frequency
of transactions and how common the
transactions are (e.g., a digital financial
services-transportation-linked product).

Conversely, bills (e.g., utility bills, rent)
are incurred much less frequently, if at
all. Twenty-nine percent of smallhold-
ers report not incurring these expenses
at all, and only 6 percent of households
made these expenses on a weekly basis.
While bill pay has successfully driven
the adoption of digital financial services
in other countries, notably Kenya, the
environment in Bangladesh does not
seem as receptive to this strategy.

Men and women in smallholder house-
holds exhibit relatively similar spending

Y5 4%
39% %
72% 4%
29%
27%
28%
15%

63%
67%
64%
74%
37% 54%

81% 15%

Never

patterns with respect to overall category
prioritization (i.e., both genders have the
same order of expense categories they
incur most frequently); however, men
tend to incur expenses on a more fre-
quent timescale (i.e., once a week) than
do women (Table 8). Men purchase items
at least once a week at a rate higher than
that of women. Additionally, men tend
to spend on a given category, at least oc-
casionally, more frequently than wom-
en, who more frequently report “never
spending” on each expense. This suggests
that men control household finances, giv-
en that they are making more purchases
overall and more frequently than women.

Smallholders conduct transactions re-
lated to bill payment, including mobile
phone minutes, utility bills, and school
fees, most frequently. These transactions
are largely conducted using nondigital
means. Half of smallholders have con-
ducted these activities in the past month,
with over 80 percent of smallholders
purchasing airtime in the past month
(Figure 38). Smallholders use a finan-
cial service for storage (i.e., deposits and
withdrawals) less frequently. Smallhold-
ers deposit on shorter timescales than
they withdraw, potentially indicating

10 Similar findings emerged in recent research on integrating digital financial services into agricultural value chains in

Bangladesh (see Lesher 2016).
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TABLE 8. Expenses, by demographics

At Least Once a Week/
Less Often/Never
Gender (%) Setting (%)

Male Female Rural Urban
Expense (n=3,833) (n=1,381) (n=4,967) (n=247)
Grocery 90 9 1170 | 17 | 11 | 84 | 11 4 | 90 7 3
purchases
Transportation 65 | 34 11 37 | 52 8 | 57 | 39 3174 | 24 2
Medicine, 21 | 75 1121 65 | 11|21 | 72 4 11 | 87 2
medical
payments,
hospital
charges
Bills: utility, 6 | 67 | 25 4 | 53 | 39 516329 11 | 65 |23
airtime, rent,
etc.
Educational ex- 3170 | 25 4 | 60 | 33 3| 67 | 27 4 | 65 |29
penses, school
fees
Emergency 2 77 | 13 2 | 67 | 20 2 74 | 15 0| 84 |11
expenses
Investment in 2 | 68 | 26 2 55| 35 2| 64 | 28 1|54 |41
business, farm,
or future
Large 1139 | 53 0O 33|57 1137 54 1| 33 |63
purchases;
suchasa TV,
house, etc.
Home repairs 1 84 | 12 0|72 | 23 0 | 81 15 0| 69 |25

Sample: Smallholder households, n=5,214

Note: Due to rounding, percentages within demographic may not equal 100%.

FIGURE 38. Did you do the following activities AT LEAST ONCE in the past 30/90

days?

90% 82% 83%
70%
50%
30%
10%

-10% Buy airtime

top-ups

59% 61%

Pay utility bills  Pay a school Deposit
(electricity, fee money
solar lantern,
water, TV)

Withdraw

money

M Past 30 days M Past 90 days

Sample: Smallholder farmers, n=2,795.

Receive money Send money

from family to family
members or members
friends or friends
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FIGURE 39. How often does the following apply to you?

190 13cy 2’0 190
0,
e : 24% 36%
0
13% 26%
31%
28%
0 26%
36%
10
42% 3% 28%
2 0,
& 13% 9%
| pay my bills on time | spend less money than My savings are larger | have an emergency fund to
I make each month than my debts cover for unplanned expenses
M Always / Most of the time Sometimes Rarely Never H Don’t know

Sample: Smallholder farmers, n=3,095.

that a segment of the population is en-  Most smallholders do not have plans to
gaged in active and successful savings.'’ manage common unexpected expenses.
Roughly one-third of smallholders have

Sound Money Management plans for managing either the loss of a
Practices That Could Be Undone by harvestbecause of weather conditions or
Unaddressed Vulnerabilities an extended time without a self-supplied

food source (Figure 40). Additionally,
Smallholder farmers generally have only 12 percent of smallholders have
sound money management practices— 3 plan to deal with bankruptcy, which
they frequently pay their bills on time, can be a consequence of other events,
keep expenditures below income and, such as losing a harvest. Smallholders’
for many, have saVings that exceed debts. reliance on growing crops as an income
These smallholders minimize their debt  source, the prevalence of monocrop-
and expenses, affording them the op-  ping, and Bangladesh’s vulnerability to
portunity to save—this is an opportuni-  extreme weather events exacerbate the

ty the smallholder population generally  negative effects of this lack of planning.
seizes. However, smallholders are ex-

posed to vulnerabilities that threaten to

undo their generally positive practice. FIGURE 40. Does your family have

a plan to manage these unexpected
Eighty-three percent of smallholders ©Xpenses, which might result from the

. o ) . ina?
report paying their bills on time with following?
a degree of regularity (i.e., at least oc-

. . . Major medical emergency, including o
casionally bill payments are on time). iliness, injury and childbirth 34%
Eighty-six percent keep expenditures  Lossofahouse due tofire, flood or 30%

. another natural disaster °
below income, and 75 percent have sav- . .
oss of harvest or livestock due to

ings that exceed debts with regularity weather conditions or a disease

(Figure 39) However, only 42 percent al- An extended period of time without
. . . your own food supply

ways pay their bills on time, and 24 per-

cent always keep expenditures below

. Loss of property due to theft or

income. Smallholders generally do not burglary

put money aside to address unplanned Bankruptcy/loss of a job or a

business

expenses; 62 percent of smallholders

rarely or never set aside money in an

emergency fund for unplanned expenses.  sample: Smallholder farmers, n=3,095.

Death in the family
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TABLE 9. Saving methods, by demographics

Gender (%) Education (%)
Number of Men Women @ Attended Did Not Attend
Savings Methods Total (%) n=2,458 n=637 n=2,205 n=890
0 24 25 22 22 29
Net (1%) 76 75 78 78 71
1 29 30 28 30 29
2 26 25 27 26 24
3 12 12 13 14 10
4 5 5 4 5 4
5 2 2 2 2 2
6 1 0 2 1 2
7 1 1 2 1 0

Sample: Smallholder farmers, n=23,095.

Note: This table does not display multiple incidences of the same savings tools (e.g., a respondent with two
accounts at an MFl is counted as using one savings method).

Bangladeshi Smallholders Are
Frequent Savers, but Saving Is Largely
Relegated to Informal Channels

While most smallholders do not have
explicit savings plans for unexpected
events, they are saving and using a variety
of channels to do so. In the past year, most
smallholders have saved money (Table 9):

m  Seventy-six percentreportsaving with
at least one mechanism (e.g, saving at
home, with an MFI, with a bank).

"  Twenty-one percent report saving
with three or more mechanisms.

® The average number of savings chan-

nels used among smallholders is 1.58.

Most smallholders who save use infor-
mal channels: 61 percent report saving at
home, and 26 percent report saving with
friends and family (Figure 41). While in-
formal channels are most common, there
is also a high degree of engagement with
formal saving channels. A quarter of
smallholders report saving with an MF],
and 16 percent report saving with a bank.

Female smallholders save more fre-
quently than male smallholders. In the
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population of smallholders who save
with at least one mechanism, 75 per-
cent of men and 78 percent of women
save with at least one mechanism (Table
9). Women also tend to save with more
mechanisms. In terms of the influence
of education on the number of savings
mechanisms in use among smallhold-
ers, those with at least some schooling
save at higher and more diverse rates
than smallholders who have not been to
school.

FIGURE 41. In the past 12 months,
have you saved money with any of the
following mechanisms?

Home 61%
Friends and family
Microfinance institution
Bank

Saving and credit group

Cooperative

Mobile phone

Yes answers.
Sample: Smallholder farmers, n=3,095.
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FIGURE 42. In the event of an
emergency, could you get extra money
through relatives sending money or by
selling assets?

Don’t know ———
1%

Yes
69%

Sample: Smallholder farmers, n=3,095.

Three in 10 Bangladeshis do not have
the liquidity to cover emergency ex-
penses (Figure 42). Specifically, if asked
to mobilize 4,180 TK (~$50) in the
event of an emergency, only 37 percent
of smallholders believe they could do so
within a month (Figure 43).!* Nearly half
of smallholders consider it “somewhat
possible.” Those who consider it “very
or somewhat possible” would primarily
access these funds through family, rela-
tives, or friends (45 percent). This lack
of liquidity, paired with the tendency
to rely on informal sources, suggests
that short notice, short-tenure digi-
tal credit products may be valuable to
smallholders.

Frequent Exposure to Unexpected
and Agriculture-Threatening Events

Seventy-four percent of smallholders
report having experienced at least one
unexpected, expense-incurring event in
the past 12 months (Figure 44). Specif-
ically, 57 percent of smallholders report
experiencing a medical emergency,
and 30 percent report needing to

FIGURE 43. Imagine that you have an
emergency and you need to pay 4,180
TK. How possible is it that you could
come up with 4,180 TK within the next
month?

Don’t know ———
1%
Not
possible
17% Very
possible
37%

Sample: Smallholder farmers, n=3,095.

conduct housing repair or construction
(Figure 45).

Smallholders are most concerned about
the impact of an extreme weather event
on their agricultural activities; 73 per-
cent of smallholders consider this the
most significant risk to their crops and
livestock (Figure 46). Only 8 percent are
concerned with pests or disease, which
is surprising given that 53 percent have

FIGURE 44. In the past 12 months,
have you experienced any expense-in-
curring events?

Yes, experienced
an event
74%

No,
have not
experienced
an event
24%

Sample: Smallholder farmers, n=3,095.

11 This question mirrors one in the Findex survey. The amount of the funds in question corresponds roughly to 1/20th Ban-

gladesh gross national income per capita.
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FIGURE 45. In the past 12 months, have you experienced any of these events?

Medical emergencies [[IININENEGEGEGENEEE 57%
Housing repair or construction |GGG 30%
Wedding or marriage [ 8%
Birth of a family member [l 5%

Death of a family member [l 4%
Income lost due to theft [l 3%
Loss of job [l 2%
Loss of wage labor ] 2%
Relocation || 1%

Sample: Smallholder farmers, n=3,095.
Multiple responses allowed.

had their agriculture activities impacted
by pests or disease (Figure 47). The rate
of concern for weather events is more
aligned with rate of exposure. When
viewed in tandem with the difference in
concern/exposure for pests or disease,
this suggests that weather events are the
mostimpactful to asmallholder’s well-be-
ing and, perhaps, there is not an accessi-
ble tool to mitigate the impact of this risk
(e.g., rainfall forecasting application).

The seven Bangladeshi divisions experi-
ence similar event types, with regional
variations in frequency. Serious weath-
er events (as perceived by respondents)
are prevalent across the country, with
approximately 90 percent of smallhold-
ers from each of four of the divisions
reporting that their agricultural ac-
tivities have been impacted by weath-
er (Figure 48). Pests or disease had a
varied impact on agricultural activi-
ties across divisions. The percentage of
smallholders reporting their agricultur-
al activities had been seriously impact-
ed by pests and diseases ranges from
42 percent of smallholders in Rangpur
to 76 percent of smallholders in Barisal.
The share of the sample coping with un-
expected market-price fluctuation also
varies substantially across divisions,
ranging from 9 percent in Barisal to
35 percent in Rajshahi. The high rates
of exposure to unexpected price fluctu-
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ations highlights a potential consumer
segment—one that could benefit from
financial solutions that help to smooth
household cash flows.

When they were impacted by these
events, smallholders primarily turned
to informal borrowing (on average, 29
percent) to cope, as opposed to their
own savings (8 percent) (Figure 49).
Furthermore, roughly 8 percent of
smallholders who had been impacted
by an event did not have a specific re-
sponse to address and cope with the

FIGURE 46. What poses the most
significant risk to your agricultural
activities?

I 73%
W 8%

W 8%

13%

Weather-related event
Pests / diseases

Input prices

Market prices

Don’t know [ 3%

Power failure/shortage 1l 3%
Accident | 1%
Land being taken away | 0%
Health | 0%

Input quality | 0%

Sample: Smallholder farmers who participate in house-
hold’s agricultural activities, n=2,448.
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FIGURE 47. Have your agricultural activities been seriously affected by any of the
following events in the past three years?

Weather-related event 77%
Pests / diseases

Unexpected price fluctuation in the market

Unexpected price fluctuation of inputs

Market downturn / crops or livestock not able to be sold
Health-related event

Accident or theft

Political unrest or war

Death in family

Breakdown of equipment

Contracts not honored

Sample: Smallholder farmers who participate in household’s agricultural activities, n=2,448.
Multiple responses allowed.

FIGURE 48. Have your agricultural activities been seriously affected by any of the
following events in the past three years?

M Weather-related event m Pests / diseases Unexpected market price fluctuation
87% 93% 88% 93%
78%76%
62% 65% 7% 64%
6% 5% 2% 4%
35%
27% = 0 19%
9% 11% . 15%
Barisal Chittago Dhaka Khulna Rajshahi Rangpur Sylhet
n=270 n=244 n=491 n=378 n=366 n=454 n=245

Sample: Smallholder farmers who participate in household’s agricultural activities in each region.

FIGURE 49. How did you mainly cope when this happened?

29%30%

28%

11%11%

5% 5% 6% 1% 4% 5%

Temporary Tookaloan  Borrowed Sold livestock Sold asset Used savings Did not Did not do
job need to do anything
anything special
= Weather-related event m Pests / diseases = Unexpected market price fluctuation
n=1,944 n=1,344 n=584

Sample: Smallholder farmers who say their agricultural activities have been seriously affected by each category.
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FIGURE 50. Which of the following best describes your water situation?

| have intermittent water supply, but this
does not affect my agricultural activities.

| have
intermittent I always have water
water supply, available, and it is
which does enough for the needs of
affect my my agricultural activities.
agricultural
activities.
4% 3% 46%

| always have enough water
available, but if | had more
water, | would be able to
grow my agricultural
activities faster.

47%

Sample: Smallholder farmers who participate in household’s agricultural activities, n=3,951.

situation. This reflects the reported lack
of formal financial planning to anticipate
unexpected expenses.

Enough Water Supply, Encouraging
Growth

Smallholders largely do not face chal-
lenges related to the availability of water
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to support their agricultural activities.
Almost all (96 percent) have a water
supply that does not affect their crops
and livestock (Figure 50). That, howev-
er, is not to say their water supply is suf-
ficient. Forty-six percent of smallholders
report that increased water availability
would facilitate growth in their agricul-
tural activities.
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3. TOOLS FOR AGRICULTURAL RISK MITIGATION

Preparedness

Smallholders assign great importance
to setting aside money for a wide
range of agricultural needs. Direct
crop inputs, such as fertilizer, seeds,
and pesticides, were considered the
most vital needs for which to save.'?
Unlike African farming systems, the
water-intensive rice farming practiced
by most smallholders means that set-
ting aside money to pay for irrigation
is also considered extremely important
to agricultural success. Similar to Tan-
zania, the more an agricultural input
is related to immediate crop success,
the more likely smallholders were to
acknowledge the importance of saving
for it. Forward-looking activities, such
as future investment opportunities and
post-harvest crop storage, were per-
ceived as more important than some
logistical expenses, such as security,
transportation, and fuel (Figure 51).

Smallholders’ savings aspirations and
their actual saving behaviors mirror the
level of importance they assign to each
agricultural need. Over half of smallhold-
ers involved in agricultural activities put
money aside for direct seasonal crop in-
puts, including seeds, fertilizer, pesticide,
and irrigation. Beyond that, a substan-
tial proportion—over 30 percent—save
for a number of other agricultural needs
(e.g., equipment, labor, transportation)
(Figure 52). A gap remains between what
smallholders want to save for and what
they currently keep money aside for,
ranging from 32 percent to 39 percent,
depending on the particular agricultural
expense. This gap, though large, is consid-
erably less in absolute and proportional
terms than what was seen in Tanzania
(Anderson, Musiime, and Marita 2016).

More than seven in 10 smallholders set
aside money for at least one agricultural
expense, primarily through informal

FIGURE 51. How important is it to keep money aside for the following

agricultural needs?

Fertilizer

Seeds

Pesticides

Irrigation

Equipment

For future investment opportunities
Crop storage after harvest
Hiring staff/workers

For agricultural machinery
Security

Transportation

Fuel

M Very important

m Somewhat important

88%
88%
78%
72%
61%
60%
58%

3%
3%
5%

56%
53%
52%

50%
49%

Not important

Sample: Smallholder farmers who participate in household’s agricultural activities, n=2,448.

12 Similar findings emerged in recent research on integrating digital financial services into agricultural value chains in

Bangladesh (see Lesher 2016).
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FIGURE 52. Do you want to keep money aside for any of the following agricultur-
al needs? Vs. Do you currently keep money aside for any of the following agricul-

tural needs?

Seeds

Fertilizer

Irrigation

Pesticides

For future investment opportunities
Crop storage after harvest
Equipment

Hiring staff/workers

For agriculture machinery
Transportation

Fuel

Security

m Want to keep money aside

1%

M Currently keep money aside

93%
93%
86%
89%
79%
75%
77%
72%
70%
70%
68%
67%

Sample: Smallholder farmers who participate in household’s agricultural activities, n=2,448.

channels. A sizeable portion (16 per-
cent) save for all 12 expenses that were
explored in the survey. Interestingly, de-
spite known gender disparities in many
aspects of Bangladeshi life, there was

relatively little gender disparity around
agricultural savings patterns. Differenc-
es, particularly between savers and non-
savers, were more pronounced when
comparing those who attended school to

TABLE 10. Keeping aside money for agricultural expenses or pursuits,

by demographics
Gender Education
Female Attended Did Not Attend

Number of = Total (%) @ Male (%) (%) (%) (%)
Expenses n=2,448 n=2,028 n=420 n=1,696 n=752
None 30 30 31 28 36
Net (1+) 70 70 69 72 64

1 5 6 5 5 7

2 3 4 3 3 4

3 4 4 5 5 3

4 6 6 4 6 5

5 6 5 6 6 5

6 8 7 10 8 7

7 4 5 3 5 4

8 4 4 3 4 2

9 4 4 3 4 4
10 4 4 4 5 3
1 5 5 5 5 5
12 16 16 17 17 15
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FIGURE 53. Regression of number of savings channels on number of expenses or
pursuits money kept aside for (n=3,095)

Coefficient T

Savings channels 0.171 496

those who did not. Nearly three-quarters
of those with some formal education
saved for at least one agricultural ex-
pense, while two-thirds of those who
had not attended school saved for atleast
one agricultural expense (Table 10).

The data also show a relationship be-
tween the number of savings channels a
smallholder has and the number of agri-
cultural expenses or pursuits for which he
or she is saving money. However, unlike in
Tanzania, this relationship is not substan-
tive enough to suggest that there may be
some perceived targeted savings mech-
anisms (Anderson, Musiime, and Marita
2016). That is, these data do not suggest
that certain mechanisms may aid setting

P 95% Cl
<0.001 0.104-0.240

aside money for specific agricultural
expenses. A linear model suggests that,
all else being equal and not adjusting for
other factors, every increase in the num-
ber of savings channels corresponds with
only a 0.17 increase in the number of ag-
ricultural expenses or pursuits for which
money is set aside (Figure 53).

Opportunities for
Broadening Savings as a Risk
Mitigation Tool

Figure 54 combines all three dimensions
of these agricultural expenses: (1) the
reported importance of saving, (2) their
desire to save, and (3) their current
practices.’®* The reported importance

FIGURE 54. Perceptual map: Importance, desires, and possession of agricultural

expense

100%

Fertilizer

Pesticides

95%

90%

35% Transportation
6 N

Equipment
80% -

75% -

Investments

Irrigation

70% -

Staff/workers
65%

~ Crop storage

Ag machinery

aside for each item or expense

Fuel

60% -
Security

55%

Percentage of respondents who want to keep money

50% T T T
40% 45%

50%

55% 60% 65%

Percentage of respondents who keep money aside for each expense
Bubble size corresponds to perceived importance of expense

Sample: Smallholder farmers, n=3,095.

13 1 refers to the question “How important is it to keep money aside for the following agricultural activity?” and 2 refers to “Do
you want to keep money aside for the following agricultural activity?”
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FIGURE 55. Who do you normally purchase your agricultural and livestock inputs

from?
76%
61%
Retailer Wholesaler Processor Do not buy Middleman / Cooperative Other
inputs Trading company

Sample: Smallholder farmers who participate in household’s agricultural activities, n=3,951.

Multiple responses allowed.

of the item is represented in the size of
the bubble on a 10-point index, with the
largest bubbles being perceived as the
most important. The current savings
practices are shown as a percentage on
the X (horizontal) axis, and the reported
desire to keep money aside for that
purpose is represented as a percentage
on the Y (vertical) axis.

Arranged graphically as in Figure 54, it
is clear that there are several categorical
priorities in smallholder farming aspi-
rations and behaviors. Seeds and fer-
tilizer are the most highly prioritized
and most direct farming inputs. Those
are followed closely by pesticides and
irrigation. Future planning activities—
investments and crop storage—make
up the next tier, followed by a cluster of

FIGURE 56. How do you usually pay
your suppliers of inputs?

Cash — 99%

Paymentin-kind | 1%

Check | 1%

Pay cash into bank | 0%

Mobile banking | 0%

Electronic funds transfer | 0%

Sample: Smallholder farmers who purchase main agricul-
tural and livestock inputs, n=3,838.
Multiple responses allowed.

somewhat less direct agricultural sup-
port expenses, including labor;, equip-
ment, transportation, and security.

Preparedness: Purchasing inputs
and contracts

A majority of smallholders turn to re-
tailers and wholesalers to purchase
agricultural inputs. Few smallholders,
comparatively, buy inputs directly from
processors or do not purchase inputs
at all (Figure 55). Echoing findings from
the smallholder household surveys in Af-
rica, nearly all payments for agricultural
inputs are made in cash, with only a hand-
ful of smallholder respondents report-
ing making agricultural input payments
via check or in-kind (Figure 56). About
one-third of smallholders reported that

FIGURE 57. Do your suppliers give you
the option to pay them later or do you
have to pay immediately?

Pay later
32%

Sample: Smallholder farmers who pay suppliers for
inputs, n=3,838.
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FIGURE 58. Do you currently store any
of your crops after the harvest?

Sample: Smallholder farmers who participate in house-
hold’s agricultural activities, n=2,448.

suppliers give them the option to pay
for inputs at a later date (Figure 57).
Outstanding bills are primarily settled
during Halkata, or the beginning of the
Bengali year, although this repayment
structure is becoming less common in
some localities.

Monetization: Storing and Selling
Goods

About two-thirds of smallholders store
crops after the harvest (Figure 58).
Thankstoitsimportance in the smallhold-
er agricultural systems, rice is the most

FIGURE 59. Which crops do you
normally store?

Rice

Wheat
Potatoes
Jute

Chilies
Maize
Onions
Garlic
Pulses
Mustard seed
Pumpkin
Eggplant
Tobacco
Tomato
Radish
Cauliflower

98%

Sample: Smallholder farmers who currently store any
crops after harvest, n=1,403.

commonly stored crop by a wide margin:
98 percent of the smallholders who store
crops store rice. It is the most commonly
grown crop and stores well. Other staples
such as wheat and potatoes are stored
by about one-quarter of smallholder
farmers surveyed (Figure 59). Most
smallholders who stored crops did so at
home; a small minority used separate fa-
cilities, such as granaries, barns, or ware-
houses (Figure 60).

FIGURE 60. Where do you store your crops?

1 the o N 7+

%

Somewhere else

In a granary, barn, or
warehouse

In sacks or bags F 6%

A 10%

Sample: Smallholder farmers who currently store any crops after harvest, n=1,402.

Multiple responses allowed.

14 Similar findings emerged in recent research on integrating digital financial services into agricultural value chains in

Bangladesh (see Ivan and Haque 2016).
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FIGURE 61. Why do you store your
crops?

Consume ater I 75%
Waiting for better price _ 63%
Minimize hazards -19%

Extra money after harvest -18%

Sample: Smallholder farmers who currently store any
crops after harvest, n=1,403.
Multiple responses allowed.

Storing crops with the intention to con-
sume them later was the most common
reason for crop storage (78 percent).
In addition, more than six in 10 cited
waiting for a better price as a motivation
for storing crops, the farmers’ strategy
to maximize the monetary profits of
their crops (Figure 61).**

Among smallholders who did not store
crops, the most commonly cited reasons
were that there is no excess harvest to
store or they need to use all the money
the crops could generate immediately
after harvest. Only a small handful of
respondents (3 percent) believed it was
notagood ideato store crops (Figure 62).

FIGURE 63. Who do you sell your
crops and livestock to?

78%
65%

Wholesaler

Retailer

16%
5%

1%
1%
0%
0%

Direct to the public
Processor
Middleman/trading co.
Other

Government agency

Cooperative

Sample: Smallholder farmers who grow and sell crops,
n=3,430.
Multiple responses allowed.

37

FIGURE 62. Why do you not currently
store any of your crops?

There is no left over crops

[
to store >8%

I need to use my money

0,
after the harvest 33%

There is no available 16%
storage place nearby

Storage is too expensive 11%

Other 4%

It is not a good idea to store
crops

3%

Don't know [ 2%

Sample: Smallholder farmers who currently do not store
any crops after harvest, n=1,045.
Multiple responses allowed.

Similar to input purchasing patterns,
most smallholders sell their crops and
livestock to wholesalers (78 percent)
or retailers (65 percent). A substantial
minority of smallholders (16 percent)
also reported selling directly to the pub-
lic (Figure 63). Sales were normally con-
ducted at local markets but over a third
and over a quarter, respectively, sold
crops or livestock in the village or at re-
gional markets (Figure 64).

Approximately eight in 10 smallholders
believe the site at which they sold
their crops gave them the best price.

FIGURE 64. Where do you normally
sell your crops and livestock?

Local market 85%

In village 35%

Regional market 27%

At a farm to neighbor
or traveling merchant

Other

10%
0%
Sample: Smallholder farmers who grow and sell crops,

n=3,430.
Multiple responses allowed.
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FIGURE 65. When you sell your crops
and livestock, do you get the current
market price?

Yes
88%

Don't
know
3%

No
/ [10%

Sample: Smallholder farmers who grow and sell crops,
n=3,430.

Substantial minorities of respondents
also highlight the difficulty of access-
ing alternative markets (26 percent)
and the lack of information about prices
in these other markets (14 percent)
(Table 11).

Nearly nine in 10 smallholders believe
they are getting the current market price
for their crops and livestock, which im-
plies they are both aware of prevailing
markets prices and have relatively little
difficulty realizing those rates in the sale
of their crops and livestock (Table 11
and figures 65 and 66).

When smallholder farmers sell their
crops and livestock, they do so un-
der informal conditions. Ninety-five

percent of smallholder farmers sell
their goods outside of a contract, and
99 percent are paid for their goods in
cash (Figures 67 and 68). This prevail-
ing transaction structure gives provid-
ers and stakeholders an opportunity to
leverage the stability and safety of dig-
ital financial solutions to conduct trans-
actions; however, doing such would
require an ecosystem that keeps funds
within digital channels, because digital
to cash or vice versa can drastically in-
crease transaction costs.

Smallholders use livestock as a means to
mitigate risk. Nearly half of smallholders
have invested in livestock (Figure 69).
Of those who invest in livestock, the
majority (76 percent) currently have a
livestock investment.

Land Maintenance: Resources

Smallholders rely most heavily on fam-
ily labor for their agricultural pursuits.
Eighty-two percent of smallholders re-
port using family labor, attesting to the
essential role that the household plays
in smallholder agriculture (Figure 70).
This is in contrast to the previously
noted lack of youth in the smallholder
farming population. In addition to fam-
ily labor, smallholders used daily wage
labor to a large degree (39 percent).
Given the prevalence of agriculture in
Bangladesh, this common employment

TABLE 11. Why do you sell your crops and livestock at this location?

| get the best price at this market 78%
| do not have access to transport to other markets 26%
Poor road conditions to other markets 20%
| don’t produce enough to transport to a bigger market 15%
| am not aware of prices at other markets 14%
Other reason 1%
Don’t know 0%

Sample: Smallholder farmers who know where crops and livestock were sold, n=3,401.

Multiple responses allowed.
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FIGURE 66. Why do you not get the current market price?

My customers take advantage of me

Too few customers

No access to transport to other

markets

| have to pay high commission rates to

middlemen

I do not know why
Poor crop quality

Corruption

44%

Sample: Smallholder farmers who do not get current market price crops and livestock sold, n=327.

Multiple responses allowed.

FIGURE 67. Do you have a contract to
sell any of your crops or livestock?

Don't know —— — Yes
1% 4%

Sample: Smallholder farmers who grow and sell crops,
n=3,430.

of day laborers suggests large-scale
currency movement across the country,
which can be facilitated by digital finan-
cial services. Smallholders use labor
for a variety of purposes, most notably
those related to cultivation and produc-
tion (Figure 71).

Knowledge Gathering: Information
Sources

Smallholder farmers rely most heavily on
their friends or family members for sourc-
es of agricultural information. Friends
and family are the most commonly and

FIGURE 68. How do you usually get paid for what you sell?

Cash

Check | 1%

Other | 1%

Payment in-kind | 0%

Prepaid debit card | 0%

Mobile banking | 0%

99%

Sample: Smallholder farmers who grow and sell crops, n=3,430.

Multiple responses allowed.
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FIGURE 69. Have you ever purchased livestock as an investment?

76% who have
purchased
livestock as an
investment

Yes, 49% currently have
livestock as an
investment

Sample: Smallholder farmers who participate in household'’s agricultural activities, n=2,448.

FIGURE 70. For managing the land and livestock, what types of labor do you use?

Family labor 82%

Daily rate for agricultural labor

Hire labor for extended period

Friend’s or neighbor’s labor, on a
reciprocity basis

None

Other

Sample: Smallholder farmers who participate in household’s agricultural activities, n=3,951.
Multiple responses allowed.

FIGURE 71. What do you use the labor  frequently used sources of information,

for? with 19 percent of smallholders query-

ing them daily and 79 percent receiving

Land plowing and 5 information for agricultural activities
preparation 87%

from at least one source (Table 12).

Harvesting 83% Smallholders frequently use television

Planting 82% sources and, to a lesser degree, newspa-

per and radio, indicating channels to out-

Weeding 81% side sources. Most notably, though, input

Selling crops suppliers provide information on some

basis to 54 percent of smallholder farm-
ers. The prevalence of this provider-sup-
plier channel is a unique case.

Livestock care

Livestock sale

This trust in one’s family and friends ex-
Sample: Smallholder farmers who use labor for managing tends to fi ial- di _related
land and livestock n=3,724. en.s 0 lnancial- an ln(_:ome relate
Multiple responses allowed. advice as well. Over two-thirds of small-
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TABLE 12. How often do you use each of the following sources of information

for agricultural activities?

Daily Weekly  Monthly More Than  Never

% % % Monthly % %
Friends or family members 19 25 18 18 19
Television 14 19 11 13 42
Cell phone/SMS 7 11 8 8 62
Community members 5 12 17 18 44
Newspapers/magazines 2 5 5 5 79
Radio 2 7 6 6 76
Religious leaders 2 6 8 9 71
Intermediaries/middlemen 1 2 5 8 77
Merchants 1 3 6 14 70
Input suppliers 1 6 19 28 43
Internet 1 1 3 3 86
Rural development agents/NGOs 1 2 12 14 67
School teachers 1 3 7 10 75
Government officials 0 2 15 28 51

Sample: Smallholder farmers who participate in household’s agricultural activities, n=2,448.

holders seek financial advice from their
spouse, family, or friends (Figure 72).

Financial institutions are rarely s

ought

out to answer questions about fi-
nancial matters, and formal financial

institutions even less so. Additionally,
only a small portion of smallholders
belong to agriculture-related groups or
associations. Only 5 percent of small-
holders belong to a savings and credit

FIGURE 72. When it comes to financial or income-related advice, who do you

regularly talk to?
Friends and family 1
Spouse
Don’t ask for advice

Lead farmer
Chief or village leader 1
Savings and credit group (e.g. chama, VSLA) 1
Middlemen |
Financial institution like a bank or microfinance |

Extension agents
Other community group 1
Other community leader 1
Don’t have anyone to go to 1

Farmers’ association or cooperative

Don’t know who to go to

Sample: Smallholder farmers, n=3,095.
Multiple responses allowed.

8%
4%
3%
3%
2%
2%
1%
1%
1%
1%
0%
0%

67%
67%
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FIGURE 73. Are you a member of any of the following groups or associations?

Saving and credit group

A planting, weeding,
and harvesting group

Other

Farm implement group

Women'’s group or
association

Trade union

An exporting group or
association

Processors group

Cooperative/Producers’
group

5%

5%

5%

Sample: Smallholder farmers who participate in household’s agricultural activities, n=2,448.

Multiple responses allowed.

group, and only 5 percent belong to a
planting, harvesting, and weeding group
(Figure 73). These groups are the most
frequently joined information-sharing
groups among smallholders.

Smallholder farmers rely heavily on in-
formal, personal communication net-
works for both agricultural and financial
advice; this may limit their exposure
to relevant news and information, par-
ticularly information from institution-
al channels. The low rate of access to

nonpersonal network information chan-
nels, paired with the high rate of access
to personal network information chan-
nels, raises a concern about unofficial in-
formation gatekeepers and information
recycling. That is, these results suggest
that information is shared through rel-
atively closed networks, with new infor-
mation being input by a select group of
individuals. This raises the risk of poor
advice entering through a gatekeeper
and being passed around the network in
perpetuity.
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Mobile Phones: A Critical Tool for
Households and Agriculture

Mobile phones are a critical tool for dig-
ital financial services, particularly in
more rural communities where financial
service providers are far away, limiting
the ability to make regular transactions.
A mobile phone transcends distance, al-
lowing an individual to transact by way
of a handset that they possess, and re-
duces the need for brick-and-mortar fi-
nancial institutions.

Nationwide, 96 percent of all Bangla-
deshis have used a mobile phone, and
67 percent of those who have used a
phone have their own phone,'> making
Bangladesh a country with higher rel-
ative mobile phone ownership. Small-
holder farmers reflect these national
trends on access to mobile phones: 73
percent of smallholders currently have
their own mobile phone, and 82 per-
cent have used a phone. In contrast, only
46 percent of smallholder farmers in
Uganda (Anderson, Learch, and Gardner
2016) and 33 percent in Mozambique
have their own phone (Anderson and
Learch 2016).

There is widespread, known importance
and interest in owning a mobile phone
among smallholder farmers. That is,
smallholder farmers, even if they do not
own a phone, largely recognize a phone’s
importance and would like to own one.
Smallholder farmers recognize the rele-
vance of mobile phones to their agricul-
tural activities. In some cases, they even
recognize itas a tool for helping them mit-
igate or cope with their biggest perceived
risks. In Mozambique and Uganda there
is less of a connection between what a
person can potentially do with a mobile
phone and their agricultural needs.

Perceived High Importance,
Relevance to Farming

Smallholders highly value the mobile
phone: 81 percent of smallholders agree
with the statement, “A mobile phone is
important.” This perception indicates
thatthey see mobile phones as a valuable
tool for both the household in general
and the household’s agricultural activi-
ties. Ninety-two percent of smallholder
farmers believe amobile phoneis atleast
somewhat important to the household’s

FIGURE 74. Regardless of what you have, how important is it to your household/
agricultural activities to have a mobile phone?

To household
n=3,154

To agricultural activities
n=3,095 11%
1.0%

Very important

74%

67%

20%

Somewhat important

Not important Don't know

Sample: Smallholder households, n=3,154; Smallholder farmers, n=3,095.

15 InterMedia Bangladesh 2015 (Wave 3) Financial Inclusion Insights Tracker survey (N = 3,001, 15+) September to October
2015. See http://finclusion.org/country/asia/bangladesh.html

16 CGAP National Surveys and Segmentation of Smallholder Households capture mobile phone use, individual ownership, and
household ownership. Comparisons to Financial Inclusion Insights data require using the individual ownership percentages

for compatibility.
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activities (Figure 74). Eighty-eight per-
cent believe a mobile phone is at least
somewhat important to the household’s
agricultural activities.

Comparatively speaking, Bangladesh
falls in the middle to high end of coun-
tries with respect to this perception of
mobile phones. In Uganda, 79 percent of
smallholder farmers say a mobile phone
is very important to the household, and
72 percent say it is very important to
agricultural activities. In Mozambique,
67 percent of smallholder farmers say
a mobile phone is very important to the
household, and 68 percent say it is very
important to its agricultural activities.

This widespread recognition is a nec-
essary precursor to adopting digital
financial services and indicates that,
generally, the populationisatleast some-
where along the user journey, through
which an unaware nonuser transitions
to an active, registered user. Smallholder
farmers in Bangladesh do not have to be
convinced that a mobile phone can help
their daily and agricultural activities to
at least some degree.

While recognition that mobile phones
are important is nearly universal, this
recognition is primarily related to per-
sonal communicative features. Three
times as many smallholders recognize
the personal communicative benefits of
phone ownership than recognize more
advanced applications and nonpersonal
communication (e.g., conducting financial
transactions, getting information related

to crop production) (Figure 75). A not
insignificant proportion of the population
recognizes the advanced financial capa-
bilities of a phone. Thirty-one percent
believe a benefit of owning a phone is
that it helps in running a business, and
19 percent recognize the benefit of being
able to conduct a financial transaction.
Paired with the importance smallholders
place on being entrepreneurial and own-
ing a business, these perceptions hint at
a potential niche market—mobile prod-
ucts for business owners. A proportion of
smallholders value owning or expanding
a business while a partially intersecting
proportion recognizes that advanced mo-
bile-based products can facilitate owning
or expanding a business. The intersection
of these two groups may reveal use cases
for digital financial services.

Widespread Phone Ownership
and Use

Eighty-two percent of smallholders have
used a mobile phone (Figure 76). Of the
smallholders that have used a mobile
phone, 89 percent own a mobile phone.
This exceeds the national population
overall for ownership, although advanced
phone ownership (i.e., smartphone) lags
behind the national population.

Most smallholder farmers have used
a basic phone without internet or app
capability (Figure 77). This reflects
cross-country smallholderaccess trends.
What differs, though, is smallholders’
access to feature phones (i.e., phones

FIGURE 75. What are the benefits to having your own mobile phone or SIM card?

98%

31% 20%

Talking to friends
and family

Running your
business

Downloading
entertainment
content

19% 15%

3%

Conducting Getting Browsing social
financial information media (Facebook,
transactions related to crop  Twitter, Instagram,
protection WhatsApp)

Sample: Smallholder farmers who have ever used a mobile phone, n=2,593.

Multiple responses allowed.
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FIGURE 76. Have you ever used a
mobile phone?

—

Sample: Smallholder farmers, n=3,095.

with radio and multimedia capability).
Over a third of smallholders who have
used a mobile phone have access to
a feature phone, compared with the
13 percent of Tanzanian smallholders
with feature-phone access (Anderson,
Musiime, and Marita 2016).

Smallholder households frequently own
multiple devices; roughly half of small-
holder households own more than one
phone (Figure 78). This further high-
lights smallholders’ recognition of a mo-
bile phone’s utility.

Mobile phone ownership is dispro-
portionately allocated within demo-
graphic categories. Smallholder men
more frequently own a mobile phone
compared to smallholder women. Sev-
enty-nine percent of smallholder men
own a phone compared to 56 percent of
smallholder women. Similarly, 84 per-
cent of urban smallholders own a mobile
phone compared to 73 percent of rural
smallholders who own a mobile phone.

FIGURE 77. What type of phone have
you used?

Basic phone 62%

Feature phone 35%

Smartphone 7%

Sample: Smallholder farmers who have ever used a mobile
phone, n=2,593.

In line with smallholders’ recognized
benefits of mobile phone ownership and
access, smallholders primarily restrict
their frequent-use activities to commu-
nication. Nearly all smallholders with
phone access made or received calls
within the week before their interview
for this survey, and 34 percent texted
within a month before their interviews
(Figure 79). A comparatively smaller
group of smallholders with mobile phone
access have used their phones for finan-
cial transactions, at some point, with
only 5 percent of smallholders using a
mobile phone for financial transactions
within the week before their interviews.

Male smallholders used texting more re-
cently, relative to the time of the survey,and
at a greater rate than female smallholders.
Nineteen percent of smallholder men re-
port sending or receiving SMS in the week
before the interview, whereas 13 percent
of women report SMS use within the
week before the interview. Thirty-eight
percent of smallholder men have never

FIGURE 78. Number of mobile phones owned by household members?

43%

7%

31%

12%
° 6%

None One

Sample: Smallholder farmers, n=3,154.

Two

Three Four or more

45



National Survey and Segmentation of Smallholder Households in Bangladesh

FIGURE 79. Apart from today, when was the last time you performed the
following activities on the mobile phone you use?

76%

m Yesterday
57% ¥ In the past 7 days
40% 36% In the past 30 days
27%
More than 30 days ago
10% 12% 12% 12% _,
1% 1% 0% i 1% 2% g 0% | Never
Made/received calls Sent/received text messages Made a financial
or photos transaction

Sample: Smallholder farmers who have ever used a mobile phone or borrow or pay to use phone, n=2,505.

texted, compared to 53 percent of wom-  without mobile phone access largely have
en. For more advanced phone uses, such  no interest in gaining mobile phone ac-
as completing a financial transaction, men  cess; 47 percent of smallholders without
and women demonstrate similar userates.  access have no interest in gaining access

(Figure 81). Comparatively, 82 percent of
Urban smallholders tend to be more ad-  Tapzanjan smallholders are very interest-
vanced phone users compared to rural ¢ ij gaining mobile phone access (Ander-
smallholders. Thirty-one percent of ur- son, Musiime, and Marita 2016). This wide
ban smallholders have alsousedamobile  |5ck of interest suggests that stakeholders
phone to complete a financial transac- ;.4 providers have so far been partly un-
tion in comparison to 18 percent of rural  gpe t9 demonstrate the relevant value of

smallholders. Of those who have com-  pgpile phones to a notable segment of the
pleted a financial transaction, 34 percent population.

of urban smallholders have done so in
the week before the interview compared = The smallholders who have used a

to 23 percent of rural smallholders. mobile phone but do not own a mobile
phone largely understand the value of
Interest in Phone Ownership ownership. However, these smallhold-

ers face financial barriers to ownership.
Eighteen percent of smallholders have not ~ Thirty-seven percent of nonowners
usedamobilephone (Figure80).Thisgroup = with access report cost as their greatest
without access is divided into two camps:  barrier to ownership (Table 13). Small-
interested and disinterested. Bangladesh  holders reporting a financial barrier in-
is unique in that its smallholder farmers  tend to overcome it. Of the smallholders

FIGURE 80. Have you ever used a FIGURE 81. How interested would you
mobile phone? be in using a mobile phone?

Very interested
Somewhat interested
47%

Not interested

Don't know

Sample: Smallholder farmers who have never used a
Sample: Smallholder farmers, n=3,095. mobile phone, n=502.
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TABLE 13. What is the main reason
you do not have a mobile phone?

| don’t have money to buy phone | 37%
| don't have a need to use a phone | 36%
No specific reason 7%
| am not allowed to use a 6%
phone by my spouse or family

| don't have money to pay for 3%
airtime

Using a phone is against my 2%
religion

There is no place to charge a 1%
phone

There is no network where | 0%
live/work

Other 7%

Sample: Smallholder farmers who currently do not
own a phone but have used a phone, n=210

who report not having enough money to
purchase a phone, 68 percent describe
their odds of purchasing a phone in the
next 12 months as at least somewhat
likely. This high self-reported probabil-
ity indicates that smallholders who do
not own a phone but who have access to
one are already willing to take concrete
steps to overcoming difficult financial
barriers to ownership. Addressing these
barriers could increase adoption rates.

While barriers to ownership are primar-
ily financial, over a third of smallholders
with mobile phone access report that

FIGURE 82. How likely are you to
purchase a mobile phone in the next
12 months?

Very likely

Somewhat likely

Not likely

12%

38%

48%

Don't know | 2%

Sample: Smallholder farmers who currently do not own a
phone but have used a phone, n=210.

they don’t own a phone because they do
not see the value in owning one. Howev-
er, providers and stakeholders are not
facing an insurmountable obstacle. Of the
smallholders who report a lack of need
as their primary reason for not owning
a mobile phone, 38 percent believe they
are at least somewhat likely to purchase
a phone in the next year (Figure 82). This
suggests that utility, or at least future pos-
sible utility, is recognized to some degree.

Most Smallholders Have the
Necessary ID to Open an Account

Having a formal form of identification
is a crucial requirement for financial
inclusion. Smallholder farmers have
widespread access to various types of
formal identification. Most smallholders
have a voter card (80 percent) or birth
certificate (71 percent), followed by a
national ID (69 percent) and Chairman’s
certificate (31 percent) (Figure 83).

FIGURE 83. Do you have any of the following types of official identification?

Voter card

Birth certificate
National ID
Chairman’s certificate
Bank passbook
Passport

School issued ID

Driver’s license

Sample: Smallholder farmers, n=5,214.

Multiple responses allowed.

80%
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Financial inclusion in Bangladesh his-
torically has been driven by MFIs, such
as ASA (the largest MFI in the world),
BRAC, BURO, and Grameen Bank, along
with NBFIs (as defined by the Central
Bank of Bangladesh). NBFIs and MFIs
remain the most prominent drivers of
financial inclusion, but mobile money is
making rapid inroads. The 2015 Finan-
cial Inclusion Insights (FII) study in Ban-
gladesh shows use of NBFIs, MFIs, and
mobile money grew rapidly in 2015.17-18

FI1 2015 data show the following:

43 percent of adults in Bangladesh
have a registered financial account
of some kind, up from 37 percent of
adults in 2014 (17 percent increase).

24 percent of adults have an NBFI or
MFI account, up from 20 percent in
2014 (23 percent increase).

9 percent of Bangladeshi adults have a
mobile money account, up from 5 per-
centin 2014 (75 percent increase).

19 percent of adults in Bangladesh
have a full-service bank account, up
from 18 percent in 2014 (5 percent
increase).

Though financial inclusion is growing in
Bangladesh, this expansion is not unfold-
ing equally across demographic divides.
Frequently marginalized demographic
segments are not seeing increased inclu-
sion at the rate of their nonmarginalized
counterparts.

FII 2015 data also show the following:

Overall inclusion for those above
the poverty line increased from

38 percent to 52 percent, compared
to the 36-40 percent increase for
those below the poverty line.

Men saw their inclusion increase
from 38 percent to 48 percent, dwarf-
ing women’s increase of 35 percent
to 38 percent.

49 percent of urban Bangladeshis are
financially included, up from 41 per-
cent, compared to 40 percent of rural
Bangladeshis, up from 34 percent.

Smallholder farmers show generally
similar trends. Data from the national
survey of smallholder households show
the following:

45 percent of smallholders are finan-
cially included.

Similar to the general population,
this inclusion is driven by NBFI and
MFI use. Thirty-one percent of small-
holders report having an NBFI or
MFI account, exceeding the general
population.

Smallholders have adopted digital
financial services at a higher rate than
the population, as well. Forty-four per-
cent of smallholders have used mobile
money services, and 19 percent re-
port having a registered account with
at least one mobile provider.

Smallholders Recognize the Benefits
of Formal Banks, but Adoption
Remains Low

Most smallholders have been in-
side a bank (Figure 84). Smallholders
generally recognize the security afford-

17 InterMedia Bangladesh Financial Inclusion Insights (FII) Tracker survey Wave 3 (N = 3,001, 15+), July-August 2015. See

http://finclusion.org/country/asia/bangladesh.html

18 FII groups MFIs and NBFIs together to facilitate cross-country comparability, as in this report.
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FIGURE 84. Have you ever been inside
a bank?

Sample: Smallholder farmers, n=3,095.

ed by a bank (69 percent) and the ben-
efit it offers as a place to save money
(48 percent) (Figure 85). Smallholders,
however, do not recognize the benefits
of a bank’s more advanced, full-service
range of products. Less than 1 percent
of smallholders recognize that account
ownership provides the benefit of get-
ting a loan, and only 9 percent recognize
an account’s role in facilitating business.
Smallholders have a propensity toward
entrepreneurship, and their financial
behaviors reveal they prioritize open-
ing, expanding, or investing in a busi-
ness. Raising awareness of how bank
accounts can benefit one’s business ac-
tivities may provide a new user channel.

FIGURE 86. Do you personally have a
bank account that is registered in your
name?

Sample: Smallholder farmers, n=3,095.

FIGURE 85. What are the benefits
to having an account with a formal
financial institution?

Saving money in a secure location 69%

Ability to save money 48%

Ability to send or receive money
to/from family or friends
Avoid lengthy wait times for bill
payments

22%
22%

Don’t know 13%

Ability to do more business 9%
Ability to send or receive 8%
payments

0%

Ability to get loan

Sample: Smallholder farmers, n=3,095.

Multiple responses allowed.

Slightly over a fifth of smallholders have
aregistered bank account in their names
(Figure 86). Among those who do not
have an account, nearly half believe they
lack the funds necessary to both have a
bank account and conduct transactions
(Figure 87). An additional 19 percent
of smallholders report that a bank ac-
count is unnecessary because they do
not conduct transactions. Eighteen per-
cent report, “I never thought about us-
ing a bank.” These barriers are largely
oriented around the perception of what
a bank is and what using it entails com-
pared to reality. That is, perceived bar-
riers (e.g., cannot afford an account)

FIGURE 87. What is the main reason
you do not have a bank account?

| do not have money/I do not have |
enough money to make transactions |
| do not need one, | do not make
any transactions

| never thought about using a bank

50%
19%
18%

| do not know how to open one 8%

I do not know whatitis | 2%
| am not allowed todoso by | 1%
my spouse or other family member | =7
There are no banks close to where
I live
Registration fee is too high/Fees for
using a bank account are too high |

Banks do not offer the services | need

1%
1%

0%

Sample: Smallholder farmers who don’t have a bank

account, n=2,310.
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are not actual barriers (i.e., no-balance
accounts are available).

Smallholder farmers with bank accounts
tend to use their accounts at least once
a month. Nearly half of smallholders
with bank accounts have used their ac-
counts within 30 days before the inter-
view. Twenty-four percent are inactive
users, while over 20 percent have lapsed
completely.

Demographic Observations—
Bank Accounts

Bank account ownership varies with-
in demographic categories. However,
these distributions are not all statistical-
ly significant. That is, they do not vary
from an expected distribution; there
is not an observable, distinct pattern
in distributions across all demograph-
ic categories. Twenty-three percent of
smallholder men are bank account hold-
ers, compared to 20 percent of small-
holder women. Twenty-eight percent
of urban smallholders have a bank ac-
count, compared to 22 percent of rural
smallholders. A substantively stark and
statistically significant difference occurs
between educated and noneducated
smallholders. Eleven percent of small-
holders who have not attended school
hold a registered bank account; in con-
trast, 26 percent of smallholders who
have attended school hold an account.

FIGURE 88. Have you ever heard of
something called mobile money?

Sample: Smallholder farmers, n=2,795.

Financial Inclusion: High Awareness
of Mobile Money

Eighty percent of smallholder farmers
in Bangladesh are familiar with the
concept of mobile money (Figure 88).
Smallholders who are aware of mobile
money overwhelmingly recognize the
range of benefits from mobile money
account ownership (Figure 89). Most
smallholder farmers who believe that
mobile money is beneficial recognize
mobile  money’s  person-to-person
transfer capabilities (Figure 90). A third
of these smallholders recognize mobile
money as a tool to not only save money,
but to save money securely. Forty-one
percent of smallholders specify security
as a mobile money benefit. Smallholder
farmers largely do not recognize the
benefits of mobile money for busi-
ness transactions, further attesting to
the need to develop business-related
use cases for formal financial services.

Smallholders’ recognition of these ser-
vices is in line with perceived bene-
fits for basic activities. Sixty percent of
smallholders who are aware of mobile
money as a concept know mobile mon-
ey can be used to do cash-in-cash-out
transactions, and 52 percent of these
smallholders know mobile money can
be used for person-to-person transfers
(Figure 91). However, smallholders are

FIGURE 89. Are there benefits to
having a mobile money account?

Sample: Smallholder farmers who are aware of mobile
money concept, n=2,095).
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FIGURE 90. What are the benefits to having a mobile money account?

66%

41%
31%

29%

12%

8% 8%

| | | N = =
Ability to send or Saving money Ability to Avoid lengthy Ability to Ability to Ability to do

receive money in a secure save money wait times for see balance send or receive  more business
to/from family or location bill payments payments

friends

Sample: Smallholder farmers who believe there are benefits to having a mobile money account, n=2,022.

Multiple responses allowed.

not confident in mobile money’s abili-
ty to manage more advanced financial
transactions, such as long-term storage
(15 percent), airtime purchasing (13
percent) and bill pay (13 percent).

Forty-four percent of smallholders have
used mobile money services. Nineteen
percent of smallholders report having
a registered account with at least one
mobile provider. Most notable, though,
is the high conversion rate from aware-
ness to registration, a consequence of
widespread awareness of mobile mon-
ey paired with strong recognition of
mobile money services and their value.
Of the smallholders who are aware of
mobile money, 55 percent have used mo-
bile money. Of those who have used mo-

bile money, 43 percent have a registered
account.

Smallholders who use mobile money
services tend to do so regularly.
Seventy-nine percent of smallholders
who have used mobile money (over-the-
counter or registered use) have done
so within the 90 days before the survey
(signifying active use). Eighty-nine per-
cent of smallholders with a registered
mobile money account are active users.
These rates indicate that once smallhold-
ers are on-boarded to mobile money, re-
gardless of whether this comes through
over-the-counter or registered use, they
tend to become deeply engaged with the
service. This suggests that access, not
registration, is a crucial barrier.

FIGURE 91. To the best of your knowledge, for what types of financial activities

can you use mobile money?

60%
52%

15% 13%

13% 10% %

3%

Deposit Person-to- Save or store Buy airtime
and/or person money money for a
withdrawal transfers  long-term purpose

T T T 1
Make business Don’t know Split payments
transactions between people

Bill pay

Sample: Smallholder farmers who are aware of mobile money concept, n=2,095.

Multiple responses allowed.
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FIGURE 92. When was the last time you made a financial transaction such as send/
receive money, pay debt, or make a banking transaction on your mobile phone

0,

2%

12% 11%
o % 12% 1o%
19 19 19 1% 3% 4%4% 5% 4% o

Yesterday In the past 7 days

Total (n=2,505) Male (n=2,073)

In the past 30 days  In the past 90 days More than 90 days ago

Female (n=432)

76%75% 76% 76%
63%

4% 4% 29% 4% 2% 2% 2% 3% 2% 1%
Never

Rural (n=2,368) m Urban (n=137)

Sample: Smallholder farmers who currently own a phone or can borrow/pay to use a phone, in each case.

Few smallholders use mobile phones
for financial transactions on at least a
monthly basis (Figure 92). Seventeen
percent of smallholders have used their
phones for a financial transaction with-
in the past 30 days, while 6 percent
have completed a financial transac-
tion on their phone more than 30 days
before the interview. Time since the last
transaction is consistent across genders.
Urban smallholders use their phones for
financial transactions more frequently,
and have used them more recently, than
have rural smallholders.

Demographic Observations—
Mobile Money

There are substantive and statistical-
ly significant differences in mobile
money account ownership for small-
holders within geographic settings and
educational levels. Thirty-one percent

of urban smallholders have a mobile
money account, compared to 18 per-
cent of rural smallholders. Twenty-two
percent of smallholders who have at-
tended school have a mobile money
account, compared to 11 percent of
individuals who have not attended
school. Account ownership is consis-
tent across gender.

Financial inclusion: Use of Nonbank,
MFIs, and Informal Financial Insti-
tutions Is Widespread among Small-
holder Farmers?®

Smallholder farmers use nonbank or in-
formal financial institutions at a greater
rate than other financial institution
types. Thirty-one percent of smallholder
farmers have a registered account with
an NBFI or MFI. Among smallholders,
MFIs dominate Bangladesh’s nonbank/
nonmobile money landscape.

FIGURE 93. Have you ever used any of the following? Do you have an account/
membership in your name with any of the following?

Microfinance

Semi-formal savings 3%
group 2%
Cooperative

Post office bank ! 1%
0%

Sample: Smallholder farmers, n=3,095.

3%
2%

33%
27%

Have used
Have account

19 The authors recognize that the Central Bank of Bangladesh does not categorize MFIs as NBFIs. These two institution types
are grouped in this report to facilitate cross-country comparability with results from the five other national surveys of
smallholder households in Mozambique, Uganda, Tanzania, Cote d’Ivoire, and Nigeria.
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FIGURE 94. Have you ever used any of the following?

Village-level savings group 11%

Hawla network 1%

Money guard 1%

Other informal savings group 1%

Savings collectors 1%

A digital card or recharge card that is not
attached to a bank or MFl account

Sample: Smallholder farmers, n=3,095.

Twenty-seven percent of smallholder
farmers have an account with an MFI,
compared to 2 percent of smallhold-
ers who hold an account with a savings
group (Figure 93). MFIs are also quite
successful at customer conversion:
84 percent of smallholders who report
having used an MFI at least once before
the interview report currently holding
an account with an MFL

Smallholder farmers generally do not
use informal financial services, such as
a money guard or savings collector, with
the exception of village-level savings
groups. Eleven percent of smallholder
farmers have wused an informal
village-level savings group (Figure 94).

Smallholdersusedinformal, NBFI, or MFI
services more recently than they used
other financial institutions. Over half of
smallholders with accounts at the three
most frequently used informal, NBFI, or

0%

MFI services used the respective ser-
vices within the past month, since the
time of the interview (Figure 95). Two-
fifths of smallholders with cooperative
or MFI accounts used these services
within the week before the interview.

Smallholder farmers do not use informal
financial service providers primarily
because these providers do not meet
their needs, or, if capable of meeting their
needs, have not raised awareness. Forty
percent of smallholders report they do
not use an informal financial services
provider because the provider does
not offer relevant services (Figure 96).
Eighteen percent report they don't know
about a provider.

Demographic Observations—NBFls
and MFls

NBFIs and MFIs are used by historically
marginalized groups more than any other

FIGURE 95. Apart from today when was the last time you used your account with
these services or service providers for any financial activity?

0%59; %79 0%7%
[
32% 37%
21%
19%
Cooperative Village level savings group
n=56 n=758 n=93
Past 7 days Past 30 days ' More than 30 days ago Stopped using Don't know

Sample: Registered users for each category.
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FIGURE 96. Why do you not have a membership with any of these groups?

40%

28%

18% 18%

7%

5%

- 1% 1%

You don’t You don’t You don’t You don’t You have an Another  Groups require People
need any have any know about  trust them accountinabank reason too much time  steal your
service from money them or other financial in meetings money
them institution

Sample: Smallholder farmers who do not have never used an informal financial service provider, n=2,660.

Multiple responses allowed.

type of financial institution. Twenty-nine
percent of smallholder men have an NBFI
or MFI account compared to 37 percent
of women. Twenty-five percent of urban
smallholders hold an NBFI or MFI ac-
count compared to 31 percent of rural
smallholders. Smallholders who have
not attended school have NBFI or MFI ac-
counts at roughly the same rate as small-
holders who have attended school (30.8
and 31.1 percent, respectively).

There is little traction for financial
planning products.

Formal financial planning tools have
gained relatively little traction among
smallholder farmers. A quarter of small-
holders have savings plans (Figure 97).
Other planning tools are less frequently

used. Only 12 percent of smallhold-
ers have an insurance plan/policy, and
8 percent have an investment plan.

Smallholders value a variety of insurance
types, with life, agriculture, and medical
insurance being the most valued. Over a
third of smallholder farmers believe life
insurance is the most important insurance
type for a household. Thirteen percent
believe agriculture insurance is the most
needed, and 8 percent believe medical in-
surance is the most needed (Figure 98).

High trust in financial institutions
highlights an opportunity for
smallholders.

Smallholders overwhelmingly trust
their financial institutions, particularly

FIGURE 97. Do you have any of the following?

A savings plan — 25%

An insurance plan

An investment plan

A living will; I know what will happen to my
money if | die unexpectedly

A retirement plan that will help me live
comfortably after | stop working

Sample: Smallholder farmers, n=3,095.

P

2%

I 12%
P 8%

1%
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FIGURE 98. Which of the following types of insurance do you feel your household

needs the most?

35%

13%
8%

3%

2% 1% 1%

Life Agriculture Medical

Sample: Smallholder farmers, n=3,095.

formal financial institutions, such as
banks and MFIs. The combined rates
of “somewhat trust” and “fully trust”
for financial institutions range from
63 to 79 percent, depending on the in-
stitution (Figure 99). Banks and bank
agents are the most trusted overall (i.e,,
have the highest rate of combined “fully
trust” and “somewhat trust” rates).

House/property Unemployment/

Car Other

income protection

Seventy-nine percent of smallholders
trust banks to some degree; 62 percent
fully trust them. Seventy-one percent of
smallholders trust MFIs to some degree,
slightly less than they trust family and
friends (74 percent). The majority of
smallholders trust mobile money, albeit
to a lesser degree than other formal in-
stitutions.

FIGURE 99. How much do you trust each of the following as financial sources?

Banks

Bank agents

Friends, family who borrow
from/save money

Microfinance institutions
Mobile money agents
Mobile money providers

Savings groups

m Fully trust = Somewhat trust

Sample: Smallholder farmers, n=3,095.

Neither trust nor distrust

16%

32% 8% 7% NN 4%

32% 10% 7% BkZN 3%

38% 11% 9%

9%8%

VAN 3%

36% 16%

38% 17% 8% 8%
43% 16% 9% 6%

Somewhat distrust m Fully distrust ~ Don't know
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6. TOOLS AND FINANCIAL INCLUSION: SEGMENTATION—
BANGLADESH'’'S FOUR UNIQUE SMALLHOLDER FARMING
HOUSEHOLD SEGMENTS

Phases of the smallholder household segmentation®’

Predicting Corollary Values B Mobile phone ownership

The first phase of the segmentation ™ Attitude toward the future

analysis involved a machine learning _ _
algorithm called Random Forest?! that " Encountering unexpected life and

assessed the individual factors that farming events

most correlate with formal financial ac-
count ownership (mobile money, bank,
NBFI, or MFI). The six most predictable
and discerning measures of financial
account ownership are as follows:

These measures emerged as the most
discerning after extensive tests and
modeling, which considered more than
30 demographic, psychographic, and
farmographic variables collected by the
surveys. The model showed that listed

® Educational attainment of the head
of household variables (Figure 100) correlated the
most with the tendency to have a formal
® Socioeconomic status or PPl of head financialaccount. None ofthe agriculture
of household or land-specific questions correlated
with formal financial account owner-
®  Access to emergency funds ship (mobile money, bank, NBFI, or MFI)

FIGURE 100. Bangladeshi smallholder farmers

Education Socio-economic status (PPI) Access to emergency funds
(n=3,154) (n=3,154) (n=3,095)
$2.50+, Very possible
34% 38% 28%, 23% _\
non: upto Secondary Somewhat
primary  or more
Below 17% Not possible
— 52.50’ -
77% | 1% Unsure
Mobile phone Attitude: The future will Experienced an
ownership take care of itself unexpected event
(n=3,154) (n=3,095) (n=3,095)
(y . o)
93 (0} Disagree: 25/)

have at least
one mobile
phone in
their
household

Agree: 73%

Sample: All smallholder farmers.

Don’t know: 2 %

At least one

20 The segmentation analysis is based on a three-part survey that gathered information from all aspects of the smallholder
farmer—the household, all household members who contribute to the income of the household, and a randomly selected
household member. The term “smallholder household” is used throughout this report to refer to the sampled population,
which draws information from the head of household or a randomly selected household member.

21 See Annex 2 and http://www.statsoft.com/Textbook/Random-Forest for documentation on the Random Forest Algorithm.
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with enough relative strength to be con-
sidered part of the model.

At first, this seemed perplexing, know-
ing that agriculture is central to small-
holder households. Further exploration
suggested that the relative homogene-
ity of smallholder farming activities in
Bangladesh was, in fact, manifesting it-
selfin the models. For instance, the num-
ber of crops or tendency to sell versus
consume them are not the factors that
drive smallholders to have a financial
account. In an ecosystem where sales re-
lationships exist with formal contracts,
payments are digital, or loans are more
formal, you might see some more direct
correlations. Here, correlations manifest
themselves through socioeconomic ele-
ments, including education, PPI, access
to funds, phone ownership, etc.

Forming segments

The second phase of the segmentation
analysis was to explore the degree to
which these factors together explain
the variation within the population,
and form meaningful cleavages within
it, carving out distinct personas. Indi-
vidually, these measures are the stron-
gest predictors of financial inclusion
and are useful to help determine the
likelihood of becoming part of the for-
mal financial fold. Compiled together
in a segmentation model, these factors

cause meaningful divisions that enable
greater understanding of the population
and can facilitate targeted strategies for
moving the group to the end goal.

Using the most predictive variables
identified in the Random Forest exer-
cise, the clustering analysis produced a
four-segment solution, delineating four
unique segments of smallholder house-
holds (see Figure 101):

®  Farming for sustenance
®  Battling the elements
®  Options for growth

®  Strategic agricultural
entrepreneurship

Since the sample was randomly selected
and represents the population of small-
holder farmers and households across
Bangladesh, we can reasonably assert
that the four segments represent natural
groups in the smallholder population as
a whole. Bangladesh presents a unique
case, because other countries with small-
holder populations, such as Tanzania
and Mozambique, tend to have popula-
tions with more distinct cleavages.

By key segmentation variables only, the
four clusters or segments are as follows:

® Farming for sustenance. This seg-
ment is the most disadvantaged and

FIGURE 101. Bangladeshi smallholder household segments

Farming for
sustenance
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elements

Persevered
through harsh
agricultural
challenges and
remain optimistic
toward farming
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entrepreneurship

Options for
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Actively engaged in
agriculture, and
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activities
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case” for inspiring
growth in other
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depending on
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vulnerable in Bangladesh. The seg-
ment indexes low on the PPI, with
over 80 percent of the population
living below the extreme poverty
line (<$1.25/day). Its members have
little education and limited access
to emergency funds. Perhaps con-
sequently, they have a fatalistic at-
titude, with most of the segment’s
population believing that “the future
will take care of itself.” This highly
vulnerable group perhaps stands to
gain the most from financial and ag-
ricultural mechanisms that can opti-
mize their daily labor.

Battling the elements. This segment
has some risk mitigation advantag-
es compared to “farming for suste-
nance” households. This segment is
still challenged by a somewhat limit-
ed education and increased exposure
to unexpected events. Despite these
challenges, the smallholders in this
segment are less impoverished than
“farming for sustenance” smallhold-
ers. For those who are impoverished,
they are not as frequently living
below the extreme poverty line.
Consequently, they have increased
access to emergency funds. This seg-
ment is also notable for near univer-
sal mobile phone ownership, a rarity
compared to smallholders in simi-
lar economic situations in countries
such as Mozambique and Uganda.

Options for growth. This segment
is characterized by increased stabil-
ity and insulation from unexpected
events, relative to “farming for sus-
tenance” and “battling the elements”
smallholders. Despite increased
exposure to unexpected events, a
greater portion of the segment’s
smallholders live above the pover-
ty line and have widespread access
to emergency funds. Members of
this segment are generally educat-
ed, and mobile phone ownership is
universal. Notably, this group has the
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least fatalistic attitude toward the fu-
ture, with only 61 percent believing
“the future will take care of itself.”

Strategic agricultural entrepre-
neurship. This segment is the most
stable and economically well-off seg-
ment. Members of this segment have
diversified income sources and are
deliberate in selecting which income
sources to use. Like those in the “op-
tions for growth” segment, members
of this segment are frequently ex-
posed to unexpected events, but have
managed to persevere despite them.
They have the highest mean income,
ensuring that over two-thirds of its
members live above the poverty line
and no members live below the ex-
treme poverty line. All of its mem-
bers are certain they can procure
emergency funds if necessary. Their
success in agriculture and other pro-
fessions can serve as a model or use
case for carrying meaningful mes-
sages or examples of growth to other
segments of the population.

Smallholder households are not over-
whelmingly characterized and defined
by a single segment (see Table 14).
Excluding the most economically advan-
taged segment, “strategic agricultural
entrepreneurship,” the segments each
hold a substantive portion of the popu-
lation. No segment is an outright plural-
ity, with both the “options for growth”
and “battling the elements” groups con-
taining 31 percent of the smallholder
population (Figure 102). Twenty-seven
percent of the smallholder population
belongs to the “farming for sustenance”
segment. On the other end of the spec-
trum, only 11 percent of the population
belongs to the “strategic agricultural en-
trepreneurship” segment.

Because of the difference in the number
of segments, segment distribution in
Bangladesh cannot be completely and di-
rectly compared to segment distribution
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TABLE 14. Bangladeshi smallholder household segments, by clustering criteria

Options Strategic
Farming for | Battling the for Agricultural
Sustenance Elements Growth Entrepreneurship

(%) (%) (%) (%)
Segments n=810 n=993 n=896 n=396
Educational attainment of household head*
Never attended 41 35 21 0
school
Preprimary 0 0 1 0
Primary 39 44 39 0
Secondary 19 17 26 65
Higher 1 3 13 35
education
Socioeconomic status®
Above the 0 19 35 69
poverty line
Below the 100 81 65 31
poverty line
Access to emergency funds: Can come up with 4,180TK (~$50.00) within the next
month*
Very possible 11 16 59 100
Somewhat 56 66 33 0
possible
Not possible 32 18 8 0
Don’t know 0 1 1 0
Mobile phone ownership—at least one phone in the household*
No 20 1 <1 0
Yes 80 99 >99 100
Attitude: The future will take care of itself*
Agree 73 88 61 68
Disagree 26 12 36 31
Don‘t Know 2 0 3 1

In the past 12 months, experienced any unexpected events (including, but not
limited to death, illness, accidents, etc.)

No, | didn't

21

23

24

30

Yes, | did

77

74

72

68

Sample: All smallholder farmers, n=3,095.

*Pearson chi2 p-value <.05.
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FIGURE 102. Bangladesh smallholder household segments

11%

31%

Sample: All smallholder farmers, n=3,095.

in other countries with prominent small-
holder populations, such as Uganda and
Mozambique (see figures 103 and 104).
What is notable, though, is that, in these
countries, smallholder populations are
dominated by the most economically
disadvantaged segment, “farming for
sustenance,” where Bangladesh has a
more even distribution.

The profiles in Table 15 detail the dy-
namics of each segment, providing
character and depth to each of them.??

FIGURE 103. Mozambique smallholder
household segments

2% —\ 1%
alll

= Farming for sustenance = Battling the elements

Diversified and pragmatic Options for growth

= Strategic agricultural entrepreneurship

Sample: All smallholder farmers, n=2,209.

= Farming for sustenance
Options for growth
= Battling the elements

Strategic agricultural
entrepreneurship

Perhaps the best illustration of the
differences in the segments, however,
is the linear progression of the four
groups, where the “farming for suste-
nance” is the most impoverished and
in need, and the “strategic agricultural
entrepreneurship” is at the other end
showing models of progress within the
population.

Financial inclusion rates increase
moving upward through the segments
(see Figure 105). As the rate of inclusion

FIGURE 104. Uganda smallholder
household segments

16%

4%

= Farming for sustenance = Battling the elements

Diversified and pragmatic Options for growth

= Strategic agricultural entrepreneurship

Sample: All smallholder farmers, n=2,771.

22 Note: Small segment sizes for the “strategic agricultural entrepreneurship” group can limit analysis.
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TABLE 15. Bangladeshi smallholder attitudes, by segment

Options Strategic
Farming for | Battling the for Agricultural
Sustenance Elements Growth Entrepreneurship
Mindsets (%) (%) (%) (%)
(Agree) n=810 n=993 n=896 n=396
My life is deter- 69 80 72 78
mined by my
own actions.*
| can determine 78 85 83 83
what will hap-
pen in my life.
| can only focus 69 75 66 60
on the short
term.*
| live more for 70 84 69 70
the present than
tomorrow.*
What is going 82 89 77 78
to happen will
happen.*

Sample: All smallholder farmers, n=3,095
*Pearson chi2 p-value ,.05

increases, the type of service driving
this inclusion shifts. In the first two
segments, most notably “farming for
sustenance,” inclusion is driven by NBFIs
or MFIs. These segments have few mem-
bers that use banks or mobile money.
“Options for growth” and “strategic agri-
cultural entrepreneurship” members do
not completely abandon NBFIs or MFIs;

however, use rates of banks and mobile
money increase dramatically. These
segments are not only more financially
included, but the nature of their inclu-
sion is oriented toward more advanced
use of services. Comparatively speaking,
the range in financial inclusion is nar-
rower for smallholders than for those
in Uganda, Mozambique, or Tanzania,

FIGURE 105. Smallholder farmers in Bangladesh, financial inclusion by segment

Population FI Rate: 45%

2%

=

69%

Farming for sustenance Battling the elements

Sample: All smallholder farmers, n=3,095.

61

Options for growth Strategic agricultural

entrepreneurship

Bangladesh: Financially included
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where far fewer of the most vulnerable
groups are financially included.

Segment 1. “Farming For
Sustenance”: Dependent on the
Farm For Day-To-Day Survival

The “farming for sustenance” segment
includes 27 percent of the smallholder
population. Members of this segment
face social and economic vulnerabilities
and are the most impoverished group of
smallholders, making this large popula-
tion share particularly notable.

Demographics: All of the sampled house-
holds live below the poverty line, and they
are concentrated in a few divisions

“Farming for sustenance” households
are primarily concentrated in Rangpur
and Dhaka. These divisions contain
41 percent and 23 percent of the seg-
ment’s households, respectively. Few
“farming for sustenance” households are
located in Sylhet (3 percent) and Barisal
(5 percent).

“Farming for sustenance” households
are extremely economically disad-
vantaged. Each household lives below
the poverty line ($2.50/day). More
worrying, 77 percent of “farming for

sustenance” households are below the
extreme poverty line of $1.25/day. This
rate is over three times as great as the
overall smallholder population extreme
poverty rate of 25 percent.

The “farming for sustenance” segment
skews toward middle age. Thirty percent
of this segment’s heads of households
are between 30 and 39 years old, and
22 percent are between 40 and 49 years
old (Figure 106). Thirty-six percent are
50 years old or older. This segment,
compared to the other three, has the
largest share of young, under 30 years
old, heads of households, at 12 percent
of the segment population.

Farming: Experienced, dependent on
crops for income, but not dependent on
agriculture for fulfillment

“Farming for sustenance” households
are generally very tenured. Sixty-nine
percenthave been workingin agriculture
for 10 or more years, and 17 percent
have been working in agriculture for
six to 10 years, making this segment the
second most tenured. Fourteen percent
have been working in agriculture for
less than five years, which is the larg-
est proportion of less tenured farmers
across the four segments. This relatively

SEGMENT SYNOPSIS

strated value of financial services.

The "“farming for sustenance” segment represents the most vulnerable portion of
the smallholder population. Members of this segment index very low on the PPI;
77 percent live in extreme poverty, under $1.25 per day.

Members of this segment truly rely on agricultural activities for their well-being.
While agriculture is important in this regard, this segment’s smallholders do not
value agriculture over alternatives. They are interested in alternative professions
and very much want their children to pursue alternative paths.

This group is more excluded than those in the other segments, but demonstrates
potential for inclusion because of a relative lack of readiness barriers and a demon-
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FIGURE 106. Age distribution (head of household)
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M Farming for sustenance (n=810)

Sample: Smallholder head-of-household farmers by segm

large group of less tenured farmers sug-
gests that this segment may grow in the
near future.

These households generally intend to
remain working in agriculture. Eighty-
eight percent of “farming for sustenance”
households explicitly state this inten-
tion, and even more enjoy their agricul-
tural pursuits (91 percent) (Figure 107).

Intention to remain in agriculture and
reported general enjoyment is not
equivalent to an unqualified attachment
to agriculture, though. Despite the
high rates of reported enjoyment and
intention, these farmers, or their future
generations, may be inclined to exit ag-
riculture. Only 53 percent report they
would not want to do any other kind of
work; 63 percent of this segment would
take full-time employment if offered.

ent.

Seventy-two percent regard their agri-
cultural activities as their desired legacy,
while only 29 percent hope their chil-
dren continue in agriculture.

“Farming for sustenance” households
do not diverge from the general popu-
lation with regard to a general intention
to remain in agriculture. Each segment,
except “strategic agricultural entrepre-
neurship,” has a generally similar rate
of intention to remain in agriculture and
enjoyment of agriculture. This trend is
noticeably different than smallholders
in Africa, where segments perceive ag-
riculture differently than one another.
Additionally, the share of “farming for
sustenance” households that would
take full-time employment or would
like their children to continue in agri-
culture is nearly identical to the mean
population rate. However, “farming for

FIGURE 107. Enjoyment of agriculture and willingness to continue working in it
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88%
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Patting the elements (1°511) | :9":
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M Enjoy agriculture

Sample: All smallholder households who participate in agricultural activities by segment.
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sustenance” households are significant-
ly more disadvantaged than other seg-
ments. This can result in an inability to
alter the course of their lives or act on
professional desires.

“Farming for sustenance” households
have relatively diversified income
sources, compared to members of
this segment in Mozambique (Ander-
son and Learch 2016) or Uganda (An-
derson, Learch, and Gardner 2016).
The average “farming for sustenance”
household generates income from 3.35
sources. Only 5 percent of “farming for
sustenance” households report having
a single income source, and 23 percent
report having only two income sourc-
es. Fifty-seven percent of smallholder
households in this segment consider
growing crops their most important and
largest source of income, followed by
earning wages from an occasional job
(12 percent). These sources of income
equate to a self-reported segment mean
monthly household income of 8,132 TK,
compared to the smallholder population
mean of 11,917 TK.

Smallholders in the “farming for suste-
nance” segmentare severely constrained
by available, cultivatable land. According
to collective reporting from all house-
hold members active in agriculture, the
average “farming for sustenance” house-
hold has access to 0.46 hectares of land,
where the average smallholder has ac-
cess to 0.82 hectares.”

On average, the smallholder households
in the “farming for sustenance” segment
are growing 3.73 crops each year on
their land. Smallholder households in
this segment grow less crops to sell;
the average household in this segment

grows 2.95 crops to sell. A significant
segment of this population is engaged
in monocropping (28 percent), the high-
est rate across the four segments. This
represents a vulnerability that could
compound this segment’s already vul-
nerable status. Rice is the most grown
crop, without equal. Ninety-three per-
cent of “farming for sustenance” small-
holders grow rice, and 99 percent of the
smallholders engaged in monocropping
grow rice as their sole crop.

Vulnerable to Outside Elements

Households in the “farming for suste-
nance” segment are frequently exposed
to unexpected events (e.g., extreme
weather, death in the family) that exac-
erbate their already precarious position.
Seventy-seven percent of smallholders
in this segment have experienced an
unexpected personal event in the past
three years, such as a medical emer-
gency or death in the family. This is the
highest rate across the four segments.
In the past three years, 93 percent of
the smallholders in this segment have
experienced an event that has impacted
their agricultural activities (e.g., losing
a harvest to pests/disease or being im-
pacted by fluctuating input prices), and
50 percenthave experienced two or more
of these agriculture-impacting events.
Seventy-seven percentof smallholdersin
this segment have had their agricultural
activities impacted by a weather-related
event, and 45 have suffered from har-
vest or crop loss due to pests or disease.
These two events are the most frequently
experienced, followed by experiencing
unexpected market and input price
fluctuations, at 17 and 16 percent,
respectively.

23 The land size measurement comes from the household survey where multiple members of the agricultural household offer
up their recollection of various dynamics so as to capture full dynamics instead of relying on just one member’s knowledge
of the household. An aggregate estimate of this measure was then created and appended to the segmentation, which is
based on participant responses to the individual questionnaire (asked of just one randomly selected household member).
These data are weighted accordingly. Use data with caution surrounding extrapolation and inferences. These should be

used only as added descriptive measures.
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When faced with these events, “farming
for sustenance” smallholders are forced
to either turn outward for assistance
or have no particular response. Fifteen
percent of “farming for sustenance”
smallholders took a loan to cope with
an unexpected event and 43 percent
turned to borrowing. Comparatively,
only 4 percent used savings and 3 per-
cent sold preexisting assets. Roughly a
quarter of the households in this seg-
ment did nothing in particular to cope
with the event.

As reflected in borrowing and access-
ing savings rates to cope with an unex-
pected event, “farming for sustenance”
smallholders face limited access to
emergency funds. When asked about the
possibility of obtaining 4,180 TK (~$50)
in the event of an emergency, only
11 percent of the smallholders from this
segment described it as “very possible.”
Fifty-six percent described the situation
as “somewhat possible,” and 32 percent
described it as “not at all possible.”

Financial Attitudes

The segmentation model is built on
predictors of digital financial inclusion,
which is defined here as those having a
full-service bank, mobile money, NBF],
or MFI account in their name. It follows,
then, that ordering segments from more
vulnerable “farming for sustenance”

and “battling the elements” groups to
“strategic agricultural entrepreneur-
ship” shows a somewhat linear relation-
ship with financial inclusion.

Access to financial services driven by
NBFI or MFI membership, otherwise
limited**

Overall, 45 percent of smallholders are
financially included, with account own-
ership with NBFIs or MFIs driving in-
clusion (Table 16). Fifty-four percent of
financially included smallholders have
an account with an NBFI or MFI. Of the
four segments, the “farming for suste-
nance” segment has the lowest rate of
financial inclusion. Only 29 percent of
this segment’s members are financially
included. Eighty percent of financially
included “farming for sustenance” mem-
bers have an account with an NBFI
or MFL

Unlike “farming for sustenance” small-
holdersin other countries, smallholders
in this segment do not face a gen-
eral mobile money awareness bar-
rier. Seventy-one percent of small-
holders in this segment are aware
of at least one specific mobile mon-
ey provider (i.e., they are aware by
name). bKash dominates the aware-
ness in the market. Of the smallhold-
ers in this segment who are aware of
at least one mobile money provider,

TABLE 16. Informal and formal financial mechanisms

Financially Own Bank | Own Mobile

Included Account
(%) (%)
Farming for 29 8
sustenance
n=810

Sample: Smallholder farmers by segment.

Own Have Used
Money NBFI/MFI Informal
Account (%) | Account (%) @ Savings (%)
5 32 13

24 The authors recognize that the Central Bank of Bangladesh does not categorize MFIs as NBFIs. These two institution types
are grouped in this report to facilitate cross-country comparability with results from the five other national surveys of
smallholder households in Mozambique, Uganda, Tanzania, Cote d’Ivoire, and Nigeria.

65



National Survey and Segmentation of Smallholder Households in Bangladesh

100 percent are aware of bKash, fol-
lowed by 50 percent who are aware of
Dutch-Bangla Bank Limited (DBBL).

Smallholders in this segment also do not
face barriers related to a lack of informa-
tion. Ninety-six percent of “farming for
sustenance” smallholders believe that
mobile money account ownership can
be beneficial to the account holder. Ad-
ditionally, smallholders in this segment
do not face a general technology barrier;
80 percent of “farming for sustenance”
smallholder households own at least
one mobile phone.

While these barriers are not the only
impediments to mobile money access
and account ownership, they are signif-
icant nonetheless. It is perhaps surpris-
ing, then, that given the absence of these
barriers in the “farming for sustenance”
segment, the rate of account ownership
is minimal, at 5 percent of the segment
population. This rate is nearly four
times less than the smallholder popu-
lation rate, suggesting the absence of a
use case(s) or a high perceived cost-to-
value for the “farming for sustenance”
smallholder.

NBFIs and MFIs drive “farming for sus-
tenance” smallholder inclusion. They
are the most commonly held accounts,
at 32 percent of this segment’s members
or 80 percent of the financially included
smallholders in this segment. MFIs have
the highest conversion rate; 78 percent
of smallholders in this segment who
have used an MFI have a registered ac-
count with an MFI, followed by a conver-
sion rate of 65 percent for village-level,
semi-formal savings groups.

Informal savings groups are the second
most commonly used financial service
provider. Thirteen percent of smallhold-
ers in this segment have used an infor-
mal group. The majority of those who
have used an informal group have used
only one such group.
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Farming for sustenance households are
more likely to be financially included in
Bangladesh than they are in Tanzania,
Mozambique, or Uganda, where some-
times as few as 1 percent are financially
included. This underscores the reach
that NBFIs and MFIs have had in bring-
ing the most impoverished into the fi-
nancial fold to date.

High perceived importance of financial
practices

Slightly over two-thirds of smallhold-
ers in the “farming for sustenance” seg-
ment managed to save money in the past
year, below the overall smallholder rate
of 76 percent. For those who managed
to save, saving was generally limited in
the amount of mechanisms or channels
used. Of those “farming for sustenance”
members who managed to save money,
about half did so with one savings chan-
nel. The mean number of channels used
by this segment in the past year was
1.18, compared to the overall smallhold-
er mean of 1.58.

Even though most members of this seg-
ment do not use financial services or
savings mechanisms, they do place great
importance in saving, particularly with
formal financial institutions. Sixty-six
percent of “farming for sustenance”
smallholders believe that saving money
at a formal financial institution is “very
important,” and 52 percent believe it
is the most important savings channel
(figures 108 and 109).

Segment 2. “Battling the Elements”:
Challenged, with Limited Resources,
but Persevere

The “battling the elements” segment
comprises 31 percent of smallholder
farming households, making it one of
the two largest segments, along with
the “options for growth” segment, which
also comprises 31 percentof smallholder
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FIGURE 108. View saving money through different mediums as “very important”

Financial institution

At home

With an informal group
On a mobile phone

Sample: “Farming for sustenance” households, n=810.

households. It is an important group be-
cause its members are eager farmers.
These households may face many of the
same limiting circumstances as those
in the “farming for sustenance” group
(i.e., low education, high poverty, lim-
ited resources), but they are optimistic
and committed to farming, and they take
better financial steps.

Demographics: A majority of house-
holds live below the poverty line and are
relatively evenly distributed across the
country’s divisions.

“Battling the elements” households are
relatively evenly dispersed across the
divisions. Twenty-five percent of this
segment’s households are located in
Rangpur, followed by 20 percent in both
Dhaka and Khulna, 15 percent in Chit-
tagong, and 13 percent in Rajshahi.

66%

Eighty-one percent of “battling the ele-
ments” households live below the pov-
erty line ($2.50/day). Unlike “farming
for sustenance” households, though,
relatively few “battling the elements”
households live below the extreme pov-
erty line ($1.25/day). Only 3 percent of
smallholder households in this segment
live below the extreme poverty line,
compared to 77 percent of smallholder
households belonging to the “farming
for sustenance” segment.

“Battling the elements” heads of house-
holds are older than their “farming for
sustenance” counterparts. Nearly half of
the heads of households in this segment
are 50 years old or older (Figure 110).
Conversely, only 8 percent are under
30 years old. This skew toward maturity
suggests that nonhead of household in-
dividuals who were raised in a “battling

FIGURE 109. Most important savings channel

52%
37%

3%

7%
I

1%

Save money at a
financial institution

Save money at
home

Save money with
an informal group

Save money on a Don't know

mobile phone

M Farming for sustenance

Sample: “Farming for sustenance” households, n=810.
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SEGMENT SYNOPSIS

The “battling the elements” segment is also vulnerable, but as a group does not
face the same severity of limitations as the “farming for sustenance” segment. A
greater portion of this segment generates income from agriculture, and a greater
portion of these households have multiple income sources. This segment is more
educated and has better access to emergency funds, but is still challenged by un-
expected life or farm-related events.

This group of smallholders is older and more tenured than the “farming for sus-
tenance” smallholders, and they value their agricultural activities to a greater de-
gree. However, these smallholders similarly wish to see their children pursue other
professions.

The smallholders in this segment have greater access to financial services, partic-
ularly mobile money, compared to “farming for sustenance” smallholders. Addi-

tionally, they exhibit greater diversity in savings channels used.

the elements” household may not be
continuing with agriculture.

Farming: Highly experienced farmers
that remain committed to agriculture

“Battling the elements” smallholders
are the most tenured farmers of the
four segments. Seventy-seven percent of
smallholders in this segment have been
practicing agriculture for 10 or more
years, and 15 percent have been farming
for six to 10 years. Only 2 percent are
new smallholders who have less than
two years of experience.

Enjoyment of Farming

Smallholders in the “battling the ele-
ments” segment enjoy agriculture and

FIGURE 110. Age distribution

30%
19%

30-39

12% 8%

15-29
Farming for sustenance (n=810)

Sample: Smallholder heads of household by segment.

2% 2%

40-49
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intend to remain in agriculture at a rate
generally seen across the other seg-
ments. Eighty-eight percent enjoy agri-
culture, and 89 percent intend to keep
working in agriculture (Figure 111).
Smallholders in this segment give the
slightest indication of a potential exit
from agriculture, compared to the other
segments. The majority (58 percent) of
“battling the elements” smallholders re-
port they would not want to do any other
work. This is the highest rate across the
segments. Similarly, 61 percent report
that they would consider full-time em-
ployment if offered, the second lowest
rate.

Smallholders in the “battling the ele-
ments” segment are proud of their agri-
cultural activities. Seventy-nine percent

26%

- .

over 60

18% 22%

50-59

M Battling the elements (n=993)
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FIGURE 111. Enjoyment of agriculture and willingness to continue working in it

Total

Farming for sustenance
(n=666)

Battling the elements (n=811)

Options for growth (n=704)

Strategic ag entrepreneurship
(n=267)
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87%

T e
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T

Enjoy agriculture

M Keep working in agriculture

Sample: All smallholder households who participate in agricultural activities by segment.

report that agriculture is the legacy they
want to leave for their families, and 81
percent are proud of what their agricul-
tural activities have achieved. The level
of pride found in this segment is second
only to the most economically well-off
segment, “strategic agricultural entre-
preneurship.” “Battling the elements”
heads of households wish to see their
children continue in agriculture more
than heads of households in the other
segments, but only by a small margin, at
31 percent to the smallholder popula-
tion mean of 29 percent.

Most “battling the elements” house-
holds generate income from agricul-
ture, either selling crops (78 percent)
and/or rearing livestock (59 percent).
Agriculture is this segment’s greatest
(i.e., most revenue-generating) report-
ed income source (62 percent), fol-
lowed by rearing and selling livestock
(10 percent). While agriculture is the
most valuable income source to these
households, it is not the only reported
household income source. “Battling the
elements” households are diversified,

with 3.40 income sources on average.
Only 6 percent of the smallholders
in this segment have a single income
source. These additional income sourc-
es include the following:

Running own business in retail or
manufacturing (20 percent)

Earning wages from an occasional
job (13 percent)

Earning wages from a regular job
(10 percent)

On average, smallholder households
in the “battling the elements” segment
have access to 0.77 hectares of land.?
On this land, these smallholders grow
4.50 crops on average, with 3.24 crops
grown for sale. Slightly over a quarter of
the “battling the elements” households
are engaged in monocropping. The most
commonly grown crops include the
following:

Rice (95 percent)

Jute (36 percent)

25 The land size measurement comes from the household survey where multiple members of the agricultural household offer
up their recollection of various dynamics so as to capture full dynamics instead of relying on just one member’s knowledge
of the household. An aggregate estimate of this measure was then created and appended to the segmentation, which is
based on participant responses to the individual questionnaire (asked of just one randomly selected household member).
These data are weighted accordingly. Use data with caution surrounding extrapolation and inferences. These should be

used only as added descriptive measures.
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Wheat (35 percent)
Chilies (29 percent)

Potatoes (27 percent)

Vulnerable to Outside Elements

“Battling the elements” smallholders
have a high incidence of experiencing
unexpected personal events or events
that disrupt their agricultural activities.
Seventy-four percent of smallholders in
this segment have experienced an unex-
pected life event in the past three years,
such as a death in the family. Ninety-five
percent have had their agricultural ac-
tivities impacted by an unexpected event
within the past three years, with 57 per-
cent of the smallholders in this segment
having had their agricultural activities
impacted by more than one event.

These households experienced an un-
expected extreme weather event most
frequently, followed by crop loss from
pests (79 percent) and disease (53 per-
cent). A sizable portion of this segment
has been negatively impacted by market
price fluctuations (23 percent) and in-
puts (16 percent) within the past three
years. Notably, only 5 percent have been
impacted by a market downturn, indi-
cating a general resiliency despite other
external events.

When faced with these unexpected
events, “battling the elements” small-
holders have either limited recourse or
are forced to look outward for assistance.
Thirty percent took no particular action
to cope with the difficulties caused by
external events. Only 6 percent used
savings, and only 4 percent sold assets.
Thirty-nine percent had to borrow, and
18 percent took a loan. “Battling the el-
ements” smallholders are more likely
to have access to emergency funds than
are “farming for sustenance” house-
holds. Only 16 percent of smallholders
in this segment believe that coming up
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with 4,180 TK (~$50) is “very possible,’
and 66 percent believe it is “somewhat
possible.”

Financial Attitudes

Compared to the other four segments,
the “battling the elements” segment and
its members have the second lowest rate
of financial inclusion. Thirty-eight per-
cent of the smallholders in this segment
are financially included, compared to the
overall population rate of 45 percent.
This segment shows signs of adopting
more advanced financial services.

Increased Ownership of Formal
Financial Accounts, But NBFls and
MFiIs Still Dominate Landscape

“Battling the elements” smallholders
exhibit more diverse account owner-
ship than smallholders who belong to
the “farming for sustenance” segment.
NBFIs and MFIs are similarly promi-
nent, with 62 percent of the financially
included in this segment having an NBFI
or MFI account. “Battling the elements”
smallholders use bank and mobile
money accounts at a much greater rate,
though. Nearly twice as many smallhold-
ers in this segment have a bank account,
and over twice as many have a mobile
money account, compared to small-
holders in the “farming for sustenance”
segment.

Seventy-four percent of the smallhold-
ers in this segment are aware of at least
one mobile money provider. “Battling
the elements” smallholders also have
a broader awareness of mobile money
providers than the “farming for suste-
nance” households, with greater or equal
rates of recognition for most providers.
Thirty-seven percent of the members of
this segment have used mobile money.
Additionally, smallholder households in
this segment do not face a technology ac-
cess barrier, as 99 percent of the house-
holds own at least one mobile phone.
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The awareness-to-account-ownership
conversion rate for members of the “bat-
tling the elements” segments is ~16 per-
cent; 33 percent of those with access to
mobile money hold an account. These
rates indicate that use cases do exist,
but there is still much room for improve-
ment. Specifically, this suggests a need
for building awareness that goes beyond
conceptual awareness. Smallholders in
this segment recognize an undefined
“value” of mobile money, but lack spec-
ificity in their perception of value.

NBFIs and MFIs are the most used finan-
cial service providers for smallholders in
this segment. The majority of financially
included “battling the elements” small-
holders have an NBFI or MFI account
(62 percent), and primarily with an MFL
Eighty-six percent of “battling the ele-
ments” smallholders who have used an
MFI hold an account with an MFIL.?¢ MFIs
not only have a high conversion rate, but
they also have a high active use rate. Sev-
enty-six percent of smallholders in this
segment with an MFI account are active
users (i.e., have used their account in the
past 90 days).

Informal savings services are relatively
infrequently used, compared to formal
banks and NBFIs or MFIs. Seventeen per-
cent of the segment population has used

an informal group in the previous year,
with the majority of informal group users
having used one informal group (Table 17).

High Perceived Importance of
Financial Practices

Smallholder households in the “bat-
tling the elements” segment generally
have been successful in saving money.
Seventy-three percent have saved in the
past year. “Battling the elements” small-
holders do not necessarily use diverse
savings channels; the average number
of channels used is 1.46. Only 18 percent
of the smallholders in this segment save
with three or more channels.

Smallholders in this segment show a
movement toward valuing formal finan-
cial institutions, compared to “farming
for sustenance” smallholders. Most small-
holders in this segment believe that it is
very important to save money at a finan-
cial institution (72 percent) and that a fi-
nancial institution is the most important
savings medium, at 61 percent compared
to 52 percent of “farming for sustenance”
smallholders (figures 112 and 113).
Despite nearly a third of the population
having used mobile money in the past and
over one-tenth owning a mobile money
account, mobile money is not regarded as
the most important savings medium.

TABLE 17. Informal and formal financial mechanisms

Financially = Own Bank

Included Account

(%) (%)
Farming for 29 8
sustenance
n=810
Battling the 38 15
elements
n=993

Sample: Smallholder farmers by segment.

Own Mobile Own Have Used
Money NBFI/MFI Informal
Account (%) | Account (%) @ Savings (%)
5 32 13
12 31 17

26 Refers solely to MFIs and does not include NBFIs as defined by the Bangladesh regulatory context.
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FIGURE 112. View saving money through different mediums as very important
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With an informal group
On a mobile phone

Sample: “Battling the elements” households, n=393.

Segment 3. “Options For Growth":
Increasingly Stable, Optimistic, and
Building Various Paths for the Future

Smallholder households in the options
for growth segment comprise 31 percent
of the smallholder population, one of the
two largest segments. Compared to the
“farming for sustenance” and “battling
the elements” segments, this segment is
characterized by increased levels of ed-
ucation, economic well-being, and finan-
cial inclusion. Members of this segment
have transitioned or are nearing the
cusp of transitioning from vulnerable to
stable.

Demographics: Middle age and located
in few divisions, with a substantial por-
tion of well-off members

“Options for growth” smallholder house-
holds are concentrated in three divisions,

72%

with 25 percent of the households locat-
ed in Chittagong, 22 percent in Rangpur,
and 20 percent in Dhaka. The house-
holds located in these divisions are al-
most exclusively located in rural areas;
99.9 percent of the households in this
segment in Dhaka are in rural areas.

Of all the households in Chittagong,
44 percent belong to the “options for
growth” segment (Figure 114). No di-
vision has such a large percentage of
households from a single segment.

Over one-third of the “options for
growth” smallholders live above the
poverty line ($2.50/day), representing
a substantial portion of the segment
population. Less than 10 percent of the
segment population lives below the ex-
treme poverty line ($1.25). Compared
to the “battling the elements” segment,
this segment exhibits a greater degree

FIGURE 113. Perceived most important savings medium
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SEGMENT SYNOPSIS

their destiny.

The “options for growth” segment is made up of smallholders with greater access
to financial tools and external support. Its members are more educated and feel
less at the mercy of powerful figures and forces; they are decidedly in control of

The segment relies heavily on agricultural income. At the same time, smallholder
farmers in the “options for growth” segment are highly engaged in more stable
income-generating pursuits outside of or tangential to agriculture, such as running
a business, wage labor, or agricultural product processing.

This segment could pivot in either direction depending, in part, on how they are
cultivated by policy makers, development organizations, and financial institutions.

of income disparity. The “battling the
elements” segment contains a greater
portion of smallholders below the pov-
erty line; however, compared to the “op-
tions for growth” segment, this portion
is not as concentrated under the ex-
treme poverty line. The portion of “op-
tions for growth” members living below
the extreme poverty line is nearly three
times as great as that of the “battling the
elements” segment.

“Options for growth” heads of house-
holds tend to be middle age. Forty-six
percent of the segment population’s
heads of households are between 30
and 49 years old. This segment has the
second highest proportion of farmers
younger than 30, at 10 percent.

Farming: Increased land availability and
crop diversity, but decreased importance
due to diverse sources

The “options for growth” segment has
the smallest proportion of highly ten-
ured (i.e., greater than 10 years of expe-
rience) agricultural participants, with
66 percent of this segment’s smallhold-
ers. Twenty-three percent of this seg-
ment’s smallholders have between six
and 10 years of experience. The “options
for growth” segment has the largest pro-
portion of mid-tenured farmers. This
leaves the “options for growth” group
potentially poised for the most immedi-
ate segment growth, compared to “farm-
ing for sustenance,” which is poised
for longer-term growth due to its large

FIGURE 114. Division population makeup, by segment
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share of farmers with zero to five years
of experience.

The smallholders in this segment gen-
erally enjoy agriculture and intend to
remain in it. Their level of enthusiasm,
though, is less than that of the previous
two segments. Eighty-seven percent
intend to keep working in agriculture,
and 86 percent report that they enjoy
agriculture. Only 67 percent regard agri-
culture as the legacy they want to leave
their families, markedly the lowest rate
across the four segments.

The potential for segment growth be-
cause of a relatively younger and less ex-
perienced population may be tempered
by a lack of enthusiasm across the less
experienced smallholders. Smallholders
with less tenure are not as committed to
agriculture and, true to their segment’s
name, are potentially willing to consid-
er alternatives to agriculture. Almost
uniformly within the segments, rates
of enthusiasm decline with fewer years
of farming experience (i.e., the longer a
smallholder is engaged in agriculture,
the more enthusiastic he or she is about

the sector). Only 50 percent of small-
holders with less than two years of ex-
perience report enjoying agriculture,
compared to 93 percent of smallholders
with more than 10 years of experience
(Figure 115). No smallholders with less
than two years of experience, and 43
percent of smallholders with two to five
years of experience, would not want to
take any other work, compared to 61
percent of the most tenured smallhold-
ers in this segment. Finally, the less ten-
ured smallholders appear to be seeking
a profession that they earnestly enjoy.
Sixty-three percent of smallholders with
less than two years of experience work
just to make ends meet, compared to 92
percent of smallholders with more than
10 years of experience.

Smallholders in the “options for growth”
segment rely the most on agriculture,
compared to smallholders belonging to
the other three segments. Seventy-nine
percentofthe segmentreportgenerating
income from growing and selling crops.
Fifty-six percent rear livestock, which
is the smallest proportion seen among
the segments. These smallholders ex-

FIGURE 115. Enthusiasm toward agriculture by tenure
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hibit a larger degree of income-source
diversity compared to the “farming for
sustenance” and “battling the elements”
segments, with 3.65 income sources on
average. These additional income sourc-
es include the following:

Running own business in retail, man-
ufacturing, or other—30 percent,
which was the highest rate across
segments

Earning wages or salary from a regu-
lar job—16 percent

Buying agricultural products from
farmers and processing them (e.g.,
paddy to rice)—15 percent, which
was the highest rate across segments

Receiving remittances—11 percent

Providing a service to farmers or
processors of farming products (e.g.,
renting equipment)—6 percent,
which was the highest rate across
segments

Twice as many “options for growth”
smallholders receive remittances com-
pared to the previous two segments.
There is not sufficient evidence to es-
tablish a causal link, but these data call
for further investigation into the rela-
tionship between receiving remittanc-
es and owning a business. That is, do
remittances facilitate establishing and/
or running one’s own business? Of the
“options for growth” smallholders who
receive remittances, 38 percent own a
business in retail or manufacturing. Of
the smallholders in this segment who do
not receive remittances, only 24 percent
own a business. No other income source

has a higher percentage of overlap with
owning a business.

Given the comparatively high rates of
income sources other than growing and
selling crops, perhaps it is not surprising
that “options for growth” smallholders
do not have a dominant income source,
compared to “farming for sustenance”
and “battling the elements” smallhold-
ers. Fifty-five percent of smallholders in
this segment report growing and selling
crops as their most important income
source, compared to 62 percent of the
smallholders belonging to the “battling
the elements” segment. Receiving re-
mittances is the only income source that
this segment’s members report as their
largest source of income more frequent-
ly than the other three segments.

On average, smallholder households in
the “options for growth” segment have
access to 0.91 hectares of land.?’ On this
land, this segment’s smallholders grow
4.66 crops on average, with 3.38 being
grown for sale. Twenty percent of the
“options for growth” smallholders are
engaged in monocropping, the small-
est proportion of the four segments. As
with the “farming for sustenance” and
“battling the elements” groups, rice is
the most frequently grown crop in this
segment.

Vulnerable to outside Elements

Similar to the previous segments, “op-
tions for growth” smallholders tend
to face unexpected personal events or
events that disrupt their agricultural
activities. Seventy-two percent of the
smallholders in this segment have

27 The land size measurement comes from the household survey where multiple members of the agricultural household offer
up their recollection of various dynamics so as to capture full dynamics instead of relying on just one member’s knowledge
of the household. An aggregate estimate of this measure was then created and appended to the segmentation, which is
based on participant responses to the individual questionnaire (asked of just one randomly selected household member).
These data are weighted accordingly. Use data with caution surrounding extrapolation and inferences. These should be

used only as added descriptive measures.

75



National Survey and Segmentation of Smallholder Households in Bangladesh

experienced an unexpected life event
in the past three years, such as the loss
of a job. Ninety-three percent have had
their agricultural activities impacted by
an unexpected event, with 60 percent of
the smallholders in this segment having
had their agricultural activities impact-
ed by more than one event.

“Options for growth” smallholders expe-
rienced an unexpected extreme weath-
er event most frequently (75 percent),
followed by crop loss due to pests/
disease (55 percent) within the past
three years. Over a quarter have been
negatively impacted by price fluctua-
tions at the market. Fifteen percent have
experienced price fluctuations with in-
puts. Three percent have had their ag-
ricultural activities disrupted by polit-
ical unrest and 1 percent by contracts
that were not honored. These otherwise
unsubstantial portions are notable be-
cause, in the case of political unrest, the
incidence rate for each other segment
was below 1.5 percent. In the case of
contracts not being honored, the inci-
dence rate for each other segment was
below a half of a percent.

When faced with these events, small-
holders belonging to this segment most
frequently did nothing in particular,
not unlike the previous two segments.
Thirty-one percent reported taking
no particular action to cope with the
difficulties caused by external events.
Similar to those in the “farming for sus-
tenance” and “battling the elements”
groups, borrowing (32 percent) and
taking a loan (18 percent) were the
most frequent actions taken. Nine per-
cent sold assets, 15 percent sold live-
stock, and 13 percent used savings. This
continued, albeit to a lesser extent, reli-
ance on debt over preexisting assets and
savings suggests that, while this group
is more economically advantaged than
previous segments, it still is not fully
insulated against disruptive events.
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This segment does have better access
to emergency funds. Fifty-nine percent
report that obtaining 4,180 TK (~$50)
is “very possible,” compared to only
16 percent of “battling the elements”
members who felt such a task was “very
possible.”

Financial Attitudes

The majority of this segment’s members
are financially included (59 percent).
While a substantial portion of this seg-
ment lives below the poverty line, this
does not appear to impact inclusion
rates. “Options for growth” members
who live above the poverty line have an
inclusion rate of 62 percent; their im-
poverished counterparts have an inclu-
sion rate of 58 percent.

Diversity in account-type ownership
with no dominant provider

Relative to “farming for sustenance”
and “battling the elements” smallhold-
ers, “options for growth” smallholders
are characterized as truly diversified
in their account ownership (Table 18).
NBFI and MFI accounts are the most
commonly held, but only to a small ex-
tent, at 33 percent of the segment pop-
ulation. Unlike the previous two seg-
ments, NBFIs and MFIs are not solely
or overwhelmingly driving financial in-
clusion for smallholders who belong to
the “options for growth” segment. Fifty
percent of the segment members who
are financially included hold a bank ac-
count, and 49 percent hold an account
with an NBFI or MFL.

Mobile money awareness as a concept,
as well as awareness of providers and
of “value” in the service, is nearly uni-
versal among members of this segment.
Consequently, this segment has a mo-
bile money account ownership rate at
29 percent, nearly six times the rate of
the “farming for sustenance” segment.
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TABLE 18. Informal and formal financial mechanisms

Financially Own Bank Own Mobile Own Have Used
Included Account Money NBFI/MFI Informal
(%) (%) Account (%) | Account (%) @ Savings (%)

Farming for 29 8 5 32 13
sustenance
n=810
Battling the 38 15 12 31 17
elements
n=993
Options 59 30 29 33 14
for growth
n=896

Sample: Smallholder farmers by segment.

Mobile money use may be driven by this
segment’s relatively high participation
in business ownership. Forty-three per-
cent of “options for growth” smallhold-
ers who generate income from owning
a business possess a mobile money ac-
count. Only 23 percent of this segment’s
members who do not own a business
possess a mobile money account. This
disparity between mobile money ac-
count ownership for business owners
compared to nonbusiness owners is
not seen in either account ownership
rates for banks/NBFIs or mobile-money
account ownership for the fourth seg-
ment, suggesting that this may be a
unique case.

Smallholders in the “options for
growth” segment are largely savers.

Eighty percent of the segment’s
members have saved money in the
past 12 months. This segment exhib-
its a degree of diversity in savings
channels, with the average mem-
ber using 1.84 savings mechanisms.
Twenty-seven percent of the segment
population is saving with three or
more mechanisms, exceeding the rate
of those saving with only one savings
mechanism (23 percent).

“Options for growth” smallholders highly
value formal financial institutions, par-
ticularly when asked to select the most
important savings channel for the house-
hold. Sixty-three percent of this segment’s
smallholders believe a household’s most
important savings channel is a finan-
cial institution (Figure 117). Despite an

FIGURE 116. View saving money through different mediums as very important

Financial institution
At home
With an informal group

On a mobile phone

Sample: “Options for growth” households, n=896.

17%

68%

64%

26%
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FIGURE 117. Perceived most important savings medium
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Sample: Smallholder farmers by segment.

increased use of mobile money by this
segment’s members, relative to the pre-
vious two segments, the perceived value
of mobile money as a savings channel re-
mained more or less static (Figure 117).
This provides further testament to the
possibility that mobile money providers
have established only limited use cases in
Bangladesh that do not fully leverage the
products’ capabilities.

Segment 4: “Strategic Agricultural
Entrepreneurship”: Actively
Engaged and Empowered

The strategic agricultural entrepre-
neurship segment includes 11 percent
of Bangladesh’s smallholder households.

3% 3%

1% 1% 1% 1%

Save money with an Save money on a
informal group mobile phone
m Options for growth

They have emerged from life’s events em-
powered, enabled, and economically well-
off to a greater degree than the general
smallholder population in Bangladesh.

Demographics: Older, economically
well-off and dispersed evenly across the
country

“Strategic agricultural entrepreneur-
ship” households are relatively evenly
distributed across five of the divisions,
withfewlocatedinBarisaland Sylhet.The
largest portion of this segment’s house-
holds is located in Dhaka (22 percent),
followed by Rajshahi (21 percent), and
Rangpur (21 percent). This segment’s
largest share of a division’s population is

SEGMENT SYNOPSIS

The “strategic agricultural entrepreneurship” segment includes households that
are not only engaged in highly diverse and successful agricultural activities, but
also are deeply engaged in alternative forms of employment, particularly regu-
lar salary or wage labor. This segment is more enabled than the others, has a
substantially higher mean income, greater access to emergency funds, and more
financial mechanisms at their disposal. They've been impacted by the realities of
farming and have been able to rely on their savings or other resources to cope
with tough times.

The smallholders in this segment are sophisticated and successful farmers. They
have access to the most land and use this land to grow the widest array of crops,
both for sale and consumption. Despite this success, enthusiasm toward agricul-
ture remains low; it is regarded by some members of the segment solely as a
means to an end.

This is a group that can be a model or a use case for carrying meaningful messages
or examples for growth to other segments of the population with regard to agri-
cultural practices and leveraging financial tools.
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in Rajshahi, where “strategic agricultural
entrepreneurship” households make up
18 percent of the division’s population.

The “strategic agricultural entrepre-
neurship” segment is the most econom-
ically successful segment. Sixty-nine
percent of the smallholders in this seg-
ment live above the poverty line ($2.50/
day). None of the smallholders in this
segment live below the extreme pov-
erty line ($1.25), raising the possibility
that the impoverished members of this
segment may be at the cusp of escaping

poverty.

“Strategic agricultural entrepreneur-
ship” heads of households are the old-
est of the four segments. Fifty-seven
percent of all heads of households in
this segment are older than 50 years
old, and 30 percent are over 60 years
old (Figure 118). Only 25 percent of the
heads of households in this segment are
younger than 40 years old, which, paired
with the segment’s low enthusiasm to-
ward agriculture (discussed below),
suggests that this segment will shrink
without new entrants from other seg-
ment members, through “graduation.”

Farming: Decreased enthusiasm toward
and reliance on agriculture, despite its
high income generation

Most “strategic agricultural entrepre-
neurship” smallholders are highly ten-
ured. Sixty-seven percent have been
participating in agricultural activities
for more than 10 years, and 19 percent

have been participating in agriculture
for six to 10 years. Fourteen percent
have been farming for five years or less,
which is the second greatest proportion
of less-tenured farmers across the four
segments.

Despite their recognized success in
agriculture—83 percent are satisfied
with their agricultural achievements—
members of the “strategic agricultur-
al entrepreneurship” segment are the
relatively least enthusiastic toward
continuing in agriculture. Eighty-two
percent intend to remain in agricul-
ture, compared to the population mean
of 87 percent. Eighty-two percent also
report enjoying agriculture, compared
to the population mean of 88 percent.
Sixty-eight percent would take full-
time employment if offered. Similar to
other segments, despite a positive view
of agriculture as a legacy (74 percent),
only 25 percent of this segment’s small-
holders want to see their children con-
tinue in agriculture, the lowest rate of
the four segments. These low rates of
enthusiasm suggest that smallholders
in this segment view agriculture as a
means to an end. The members of this
segment choose to participate in agri-
culture when beneficial, but have few
reservations with not participating if
alternative income sources are more
productive.

The “strategic agricultural entrepre-
neurship” households also have the
lowest rate of reliance on agriculture.

FIGURE 118. Age distribution (head of household)
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FIGURE 119. Income sources by segment
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Sample: Smallholder farmers by segment.

Seventy-one percent of this segment’s
smallholders generate income from
growing and selling crops, and only 36
percent report that growing and selling
crops is their household’s largest source
of income. Fifty-seven percent of the seg-
ment population rears livestock, with 14
percent reporting that rearing livestock
is their largest income source.

The “strategic agricultural entrepre-
neurship” households are character-
ized by both their diversity of income
sources and their participation in pro-
fessions outside of growing crops and
rearing livestock. The average house-
hold generates income from 3.82 dif-
ferent sources. Thirty-three percent of
the smallholders in this segment gener-
ate income from a regular salary/wage
job, which is over twice the rate of the
general smallholder population (Figure
119). They also generate income from
occasional jobs the least, indicat-
ing stability in their income sources.
Twenty-nine percent of this segment’s
members own their own business-
es, the second highest rate across the
segments, falling short of “options
for growth” by 1 percent. The income

Battling the elements W Options for growth

71%
57%

14% 13%

| n

Growing Rearing Buying Buying
and selling livestock agricultural  agricultural
crops products and products and

changing them selling them
Strategic agricultural entrepreneurship

sources allow the segment’s members
to have a self-reported mean monthly
income of 18,958 TK.

Those “strategic agricultural entrepre-
neurship” smallholders who do grow
and sell crops have access to the largest
amount of land, compared to the other
three segments. The average smallholder
in this segment has access to 1.42 hect-
ares of land, over three times that of the
“farming for sustenance” smallholders
who rely most on agriculture.?® On this
land, “strategic agricultural entrepre-
neurship” smallholders grow 5.36 crops
overall and 3.84 for sale. Twenty-two
percent of the segment’s members are
engaged in monocropping.

The “strategic agricultural entrepre-
neurship” smallholders are the least
exposed to unexpected personal events.
Sixty-eight percent have experienced
an unexpected personal event in the
past three years. This rate is perhaps
tempered by the segment’s high in-
come and use of financial services. The
segment is, though, the most exposed
to unexpected events that impact agri-
cultural activities. Ninety-six percent

28 The land size measurement comes from the household survey where multiple members of the agricultural household offer
up their recollection of various dynamics so as to capture full dynamics instead of relying on just one member’s knowledge
of the household. An aggregate estimate of this measure was then created and appended to the segmentation, which is
based on participant responses to the individual questionnaire (asked of just one randomly selected household member).
These data are weighted accordingly. Use data with caution surrounding extrapolation and inferences. These should be

used only as added descriptive measures.

80



National Survey and Segmentation of Smallholder Households in Bangladesh

of the segment’s members who partic-
ipate in agriculture have had their ag-
ricultural activities impacted by an un-
expected event in the past three years,
with 71 percent having been impacted
by more than one event. Both of these
rates are the highest of all four seg-
ments. These smallholders were most
impacted by weather events (81 per-
cent) and pests/disease (67 percent).
This segment also had the highest rates
of exposure to price fluctuations in the
market (30 percent) and price fluctua-
tions with inputs (22 percent).

Smallholders in this segment coped
with these events most frequently by
taking no specific action (35 percent).
When taking action, these smallholders
relied on loans (12 percent) and/or bor-
rowing (19 percent) less frequently than
the other three segments. Alternatively,
these smallholders rely on their savings
(22 percent) more frequently than the
other three segments. Owing to their
prosperity, this segment’s smallhold-
ers are likely to be able to come up with
4,180 TK (~$50.00) in emergency funds.
All of the segment’s members reported

that coming up with this amount would
be “very possible.”

Financial Attitudes

“Strategic agricultural entrepreneur-
ship” smallholders are very much in-
cluded in formal financial services.
Sixty-nine percent of this segment’s
members have a full-service financial
account with a bank, mobile money pro-
vider, NBFI, or MFI. In addition to a high
inclusion rate, this segment is notable
for its rates of owning non-NBFI and
MFI accounts, relative to the other three
segments.

Most are financially included,
primarily through banks

“Strategic agricultural entrepreneur-
ship” smallholders are deeply engaged
with advanced financial services pro-
viders. The smallholders in this segment
have the highest rates of bank account
and mobile money account ownership,
relative to the other three segments, as
well as the lowest rate of NBFI or MFI
account ownership (Table 19).

Table 19. Informal and formal financial mechanisms

Financially = Own Bank
Included Account

(%) (%)
Farming for 29 8
sustenance
n=810
Battling the 38 15
elements
n=993
Options 59 30
for growth
n=896
Strategic 69 55
agricultural
entrepre-
neurship
n=396

Sample: Smallholder farmers by segment.

Own Mobile Own Have Used
Money NBFI/MFI Informal
Account (%) | Account (%) | Savings (%)
5 32 13
12 31 17
29 33 14
41 24 14
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Similar to “options for growth,” this seg-
ment’s financial inclusion rate is driven
by bank account ownership. Eighty per-
cent of the financially included “stra-
tegic agricultural entrepreneurship”
smallholders hold a bank account. Sixty
percent of the segment’s financially in-
cluded hold a mobile money account.
Comparatively, NBFIs and MFIs are
used less often. Only 31 percent of the
segment’s financially included own an
NBFI or MFI account. Comparatively,
80 percent of the included “farming for
sustenance” smallholders own an NBFI
or MFI account.

While bank account ownership is prev-
alent, bank account use is not. Only 4
percent of this segment’s bank account
holders are active account users (i.e.,
have used their account within the past
90 days). Mobile money account hold-
ers, on the other hand, are significantly
more engaged. Ninety-three percent of
this segment’'s mobile money account
holders are active users, the highest
rate across the four segments. Active
use of NBFI or MFI accounts reflects the
segment’s relative disinterest in the ac-
count type, although not to the disparate
degree found among bank account hold-
ers. Sixty percent of the segment’s NBFI
or MFI account holders are active us-
ers, compared to 80 percent of the “op-
tions for growth” NBFI or MFI account
holders.

High perceived importance of
financial practices

Smallholders in the “strategic agricul-
tural entrepreneurship” segment highly
value saving, with 89 percent of the
segment saving through at least one
channel. This segment is the only seg-
ment using more than one channel on
average, with a mean of 2.16 channels
used. Thirty-six percent of the small-
holders in this segment are saving with
three or more mechanisms. The most
frequently used external savings chan-
nel is a bank or formal financial institu-
tion, which 46 percent of the segment’s
smallholders have used. Smallholders in
this segment predominately use nonfor-
mal savings channels; 69 percent report
saving at home.

The value “strategic agricultural en-
trepreneurship” smallholders place in
saving is evident through their evalua-
tions of various savings channels. This
segment’s smallholders view saving
through each savings medium as “very
important” at a rate greater than the
other three segments. Financial insti-
tutions are particularly valued, with 83
percent reporting that saving through
a financial institution is very important
and 63 percent reporting that a financial
institution is the most important sav-
ings medium (figures 120 and 121). As
with “options for growth,” this segment

FIGURE 120. View saving money through different mediums as very important
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On a mobile phone

83%

Sample: “Strategic agricultural entrepreneurship” households, n=396.
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FIGURE 121. Perceived most important savings medium

520 61% 63% 63%
0

37% 30% 29% 31%

Save money at a financial Save money at home

institution
Farming for sustenance

(n=810) (n=993)

Sample: Smallholder farmers by segment.

does not highly value mobile money as a
savings medium despite a relatively high
account ownership rate.

Market Implications of the
Segmentation of Smallholder
Households

A collection of attitudinal, behavioral,and
circumstantial factors defines smallhold-
er farming households. This segmenta-
tion model offers a dynamically nuanced
perspective to capture the unique points
within each segment and leverage them
for positive market interventions.

Smallholder farmers are not a mono-
lithic group. Instead, there are four seg-
ments that characterize the landscape.
These four segments do share some
commonalities—they have access to mo-
bile technology, a foundation of financial
services access, and productive financial
behaviors (e.g., widespread saving), and
they desire financial products. However,
their differences across certain determi-
native metrics are much starker:

The “farming for sustenance” seg-
ment includes the most vulnerable
smallholders. Seventy-seven per-
cent of the members of this seg-
ment, which comprises 27 percent
of the smallholder population, live
in extreme poverty—Iliving on under
$1.25 per day. This segment’s mem-
bers exhibit the lowest rate of finan-
cial inclusion, but demonstrate many
key components of readiness.

Save money with an informal

Battling the elements m Options for growth
(n=896)

3% 3% 1% 3% 1% 1% 1% 1%

Save money on a mobile
phone

Strategic agricultural entrepreneurship

(n=396)

group

The “battling the elements” segment
contains many vulnerable members,
albeit to a lesser extent than the
“farming for sustenance” segment.
Eighty-one percent live below the
poverty line ($2.50 per day), but only
3 percent in this segment lives below
the extreme poverty line. This group,
compared to the previous segment,
has more diversified income sources
and more funds allocated to savings.
They exhibit a greater use of finan-
cial services.

The “options for growth” segment
continues the trend of moving to-
ward greater economic well-being,
with over a third living above the
poverty line. This segment marks the
first notable transition from NBFIs
or MFIs as the path to financial in-
clusion to banks and mobile money
driving inclusion.

The “strategic agricultural entre-
preneurship” group is the smallest
group, comprising just 11 percent
of the population. Over two-thirds
of this segment’s members live
above the poverty line, and none
lives below the extreme poverty line.
Sixty-nine percent are financially
included, with 41 percent of the seg-
ment’s members possessing a mo-
bile money account.

Fostering greater financial inclusion, ag-
ricultural stability, and growth, as well
as overall economic well-being, requires
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FIGURE 122. Number of income sources for the smallholder household
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Sample: Smallholder farming households by segment, n=3,095.

a specific approach for each segment.
This segmentation highlights several
agricultural and digital financial impli-
cations for the field.

Agricultural Finance Implications

Implication 1: More stable
households can rely more exclusively
on a broad range of crops

The less vulnerable segments, “options
for growth” and “strategic agricultur-
al entrepreneurship,” exhibit more in-
come-source diversity than the more
vulnerable segments, “farming for sus-
tenance” and “battling the elements”
(Figure 122). That said, less well-off
segments do exhibit large degrees of

income source diversity, with each seg-
ment having over three income sources
on average. This suggests that each in-
dividual income-source option is not
sufficient on the lower end of the spec-
trum; members of the less well-off seg-
ments need to scrape together multiple
income sources to survive.

The differences across the segments
in the number of crops grown, for ei-
ther consumption or sale, further il-
lustrate the instability in income seen
in the less well-off segment house-
holds. Households on the lower end
that grow crops rely on one or two
crops (Figure 123). As a consequence,
they are less insulated against disrup-
tive agricultural events, such as pests,

FIGURE 123. Number of crops grown for the smallholder household

Total Farming for Battling the elements  Options for growth  Strategic agricultural
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Sample: Smallholder farming households growing crops by segment, n=2,652.
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FIGURE 124. Perceptual map of crops grown, income and land size
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Sample: Smallholder farming households by segment.
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Note: A radar graph shows multiple dimensions on one plane to spatially depict the relationship between the different
dimensions. This radar graph plots the following four dimensions: number of crops grown, number of crops grown for
selling, number of income sources and maximum self-reported land size in hectares. Specific values for each variable are

shown in Table 20.

natural weather events, or price fluc-
tuations. On the other end of the spec-
trum are well-off segments that grow
crops that exhibit high rates of crop
diversity, insulating them from dis-
ruptive events.

These inverse disparities between in-
come-source diversity and crop diver-
sity across the segments highlight areas
that can be addressed by agricultural
finance providers and development
agencies. The lower end segments face
income instability, forcing members
away from focusing on improving any
single income source. Perhaps con-
sequently, members do not increase
crop diversity, which could facilitate
income source stability. Each segment
experiences unexpected disruptive
events at a relatively similar rate, but
better-off segment members exhibit
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income-generating behaviors that are
more conducive to insulating them-
selves against these events.

Crop-diversity expansion moving up the
segments is possibly facilitated by dras-
tic disparities in land availability. The
maximum available land size reported
by the “strategic agricultural entrepre-
neurship” households is nearly four
times that of the maximum available
land size reported by the “farming for
sustenance” households. These dispari-
ties are best illustrated on a perceptual
map (Figure 124).

This set of disparities highlights the
need for agricultural products, services,
or training that foster efficient land use
(see Table 20). Efficiency leading to
larger yield-to-land ratios is particularly
important for households that are less
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TABLE 20. Individual measures for crops, land size and income sources
sample: Smallholder households by segment

Max Mean Number

# Crops # Crops Reported of Income
Segment Grown (total) | Grown/Sold Land Size Sources
Farming for 3.73 2.95 0.46ha 3.35
sustenance n=720 n=690 n=720 n=810
Battling the 4.50 3.24 0.77ha 3.40
elements n=878 n=856 n=878 n=992
Options for 4.66 3.38 0.91ha 3.68
growth n=748 n=731 n=748 n=889
Strategic 5.36 3.84 1.64ha 3.82
agricultural n=306 n=301 n=306 n=395
entrepreneurship

well-off or unable to dedicate all of their
efforts to agriculture.

Implication 2: Youth-targeted initia-
tives must be adaptable across
segments

Compared to other countries with large
smallholder populations, Bangladesh
proves a unique case with regard to age
distribution. Among smallholders, youth
heads of households are not overly con-
centrated in any specific segment rel-
ative to the other segments. The larger
segments will naturally have a great-
er number of younger members, but a
given segment isn’'t more youthful than
the other. Between 8 and 12 percent
of each segment’s heads of households
are between the ages of 15 and 29
(Figure 125).

With regard to all household members,
this lack of concentration and relative-
ly even distribution is not consistent
across segments. For three segments,
“farming for sustenance,” “options for
growth,” and “strategic agricultural en-
trepreneurship,” youth make up the
greatest share of the segments’ mem-
bership (Figure 126). “Strategic agricul-
tural entrepreneurship” is most charac-
terized by a youth-heavy membership,
with 34 percent of the segment’s mem-
bers between the ages of 15 and 29. For
each segment, except for “battling the
elements,” over half of the segments’
members are in the two youngest age
categories.

With a lack of youth concentration
across segments among the heads of
smallholder households and a skew

FIGURE 125. Age distribution (head of household)

30%

19%17%17%
12% go; 10% g4 I .

15-29

® Farming for sustenance

n=810

30-39

Battling the elements

n=993

Sample: Smallholder farmers by segment.

22%2>%

29%
18%

40-49

n=896

86

18%

Options for growth

22%23%

50-59

27%

26% 30%

18% oy 21%

Over 60

Strategic agricultural entrepreneurship

n=396



National Survey and Segmentation of Smallholder Households in Bangladesh

FIGURE 126. Age distribution (all members)
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toward youth membership for each seg-
ment’s total members, interventions
must be adaptable across the demo-
graphics that determine segment mem-
bership. Simply targeting youth small-
holders alone will by extension target
smallholders with a range of financial
services access, income stream compo-
sition, and other factors.

Digital Finance Implications

Implication 1: Facilitating small-
holder strength must include inroads
into vulnerable segments, which are
primed for further financial service
adoption

Bangladesh is the birthplace of the MFI.
MFIs and NBFIs were conceived as vehi-
cles for providing financial services ac-
cess to a population’s most vulnerable

Options for growth
n=896

Strategic agricultural entrepreneurship
n=396

or marginalized members. To that end,
NBFI and MFI account ownership drive
financial inclusion for the most vulnera-
ble smallholders, those belonging to the
“farming for sustenance” and “battling
the elements” segments. Thirty-four
percent of the smallholders in these
two segments are financially included
(Figure 127). Of those included small-
holders, 69 percent have an account at
an NBFI or MFI. Comparatively, these
two segments have a bank account
and mobile money account owner-
ship rate of 33 percent and 26 percent,
respectively.

This high rate of use of NBFIs and MFIs
compared to other formal financial in-
stitutions stresses the importance of
agricultural and/or financial service
providers developing products that
can be integrated with NBFI or MFI

FIGURE 127. NBFI/MFI account ownership for financially included vulnerable

segment members
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Sample: Smallholder farmers belonging to segments 1 and 2, n=1,803.
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accounts. Products that are targeted at
these segments’ demographics, but not
compatible with the financial institution
(i.e,, NBFIs and MFIs) they use will fail
to reach their full potential.

While NBFIs and MFIs have made in-
roads into vulnerable populations, there
is much work to be done. Sixty-six per-
cent of the vulnerable smallholder seg-
ment members are financially excluded.
Stakeholders seeking to improve the
economic situation of vulnerable small-
holders or providers seeking to cap-
ture new markets cannot ignore this
segment of the smallholder population.
Population-level metrics will not be sig-
nificantly impacted without a concerted
effort directed at bringing these small-
holders online. The excluded members
of these segments are not unreachable;
they possess high degrees of readi-
ness factors. Fifty-two percent of the
financially excluded members of the
two vulnerable segments own a mo-
bile phone, and 16 percent have used
a mobile phone, but do not own one.
Forty percent of the financially excluded
members have used financial services
in the past. Of those excluded mem-
bers who own their own phones, 48
percent have previously used financial
services. A substantial portion of these
two segments, and thus the smallholder

population, has financial experience and
owns a channel to use financial services.

Implication 2: Advanced, integrated
products could appeal to a
substantial portion of the population

The less vulnerable segments, “options
for growth” and “strategic agricultur-
al entrepreneurship,” are characterized
both by a greater rate of financial inclu-
sion and a different nature of inclusion,
compared to the “farming for sustenance”
and “battling the elements” segments.
Sixty-two percent of the less vulnerable
segments are financially included. For
these segments, there is no dominant
driver of inclusion. Forty-three percent of
the members of these two segments have
an account at an NBFI or MFI compared
to 69 percent of those in the vulnerable
segment. Fifty-nine percent of these two
segments’ members have a bank account,
and 52 percent have a mobile money ac-
count. Additionally, a substantial portion
of the population have accounts at mul-
tiple institution types. Over a quarter of
the less vulnerable segment members
have both a bank account and a mobile
money account (Table 21).

A substantial portion of the less vul-
nerable segment members use their
accounts to conduct advanced business-

TABLE 21. Multiple institution account ownership by segment type
(each cell is the proportion of the segment grouping population)

Segment Bank + MM (%) Bank + NBFI/MFI (%) MM + NBFI/MFI (%)

Vulnerable 6
- Farming for

Sustenance
- Battling the

Elements

Less vulnerable 27
- Options for
Growth
- Strategic
Agricultural
Entrepreneurship
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related transactions. Eighty-three per-
cent of less vulnerable mobile money
account holders paid employees, bought
inputs, received payments, etc., for their
agricultural pursuits with their mobile
money accounts.

These high rates of bundled account use,
paired with a not insignificant portion
of the segments’ population engaging
in digital financial service-based busi-
ness transactions, highlights room for
financial services and product providers
to target an economically empow-
ered, technically savvy, and financially
equipped market share. The segment
members as a whole are financially
equipped and digital-financial-service
ready, and they have a desire to use ad-
vanced products and services. If not
already using advanced products, they
may be part of a peer network with ex-
perience that can be referenced.

Not only can these segments’ mem-
bers serve as a new market, but they
also provide a vehicle for building an
ecosystem. With over 80 percent of the
less vulnerable population using their
mobile money account for advanced
business transactions, the foundation
for an expanded advanced, digital-
financial-services-based product infra-
structure exists. Targeting the members
of this segment can provide immediate
returns while allowing for leveraging
more downstream markets.

Implication 3: While some groups
may be ready for advanced products,
others are not. Products must be
relevant for varying income streams

When products and services are de-
signed and targeted toward a given

8¢9

segment’s members, the products and
services must be relevant. Most small-
holders do not have accounts with
financial institutions that facilitate
using advanced financial services or fi-
nancial products. Even those that may
have access to these institutions do
not necessarily have income streams
that complement certain products.
Additionally, applying or addressing
a use case is not the sole component
of relevance. The manner or terms of
use must also be considered. Take,
for example, a loan repayment struc-
ture that either does not correspond
to the growing and harvesting season
or does not allow for variations in the
season. A farmer could take out a loan
to purchase inputs, but be delayed
in planting due to weather and thus
have a harvest time that misses the
loan repayment deadline. To address
this, the farmer takes a second loan,
potentially initiating a cycle of debt.
Alternatively, products could be de-
signed to encourage positive financial
behavior. For example, goal-based
savings products that are compatible
with informal savings behaviors could
prove beneficial.

That is not to say, though, that these
smallholders should be written off. They
make up a substantial share of the pop-
ulation and are ready for adoption, if
use cases are presented. Smallholders
are a diverse group spread across dif-
ferent stages of digital financial service
adoption and readiness. Consequently,
there are innumerable potential niche
markets that can serve the smallholder
population’s ranging needs. Stakehold-
ers and product providers should not
feel limited or constrained to targeting
specific subpopulations.
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7. DESIRES AND ASPIRATIONS

The national survey of smallholder
households in Bangladesh includes a se-
ries of questions on what financial and
agricultural tools farmers consider rel-
evant in their agricultural and financial
lives, the related financial solutions they
want and need, and how that differs
from what they have now. This section
analyzes these financial desires and as-
pirations, identifying where financial
and agricultural mechanisms can be
most relevant to smallholders.

Smallholder Households Know the
Importance of Financial Institutions,
Particularly with Regard to Saving

Financial products, particularly accounts
and savings mechanisms, are highly rel-
evant to smallholder households. Small-
holders recognize the importance of these
products not only to their households, but
also to their agricultural activities. This
perceived importance and necessity is of-
ten strong, with the majority of smallhold-
ers reporting that certain products are
“very important,” rather than “somewhat
important” or of unknown importance.

Smallholders value accounts most.
Fifty-nine percent of smallholders be-
lieve that a bank account (nonsavings) is
“very important” to the household, and

43 percent believe a savings account
is “very important” to the household
(Figure 128). Mobile money accounts
are well received, albeit less enthusiasti-
cally, with nearly 70 percent of the small-
holder population believing they are at
least “somewhat important.” Smallhold-
ers are largely ambivalent toward credit,
with nearly half of the smallholder pop-
ulation perceiving it as “not important.”
However, ambivalence could be a func-
tion of recognized unavailability.

Smallholders exhibit relatively similar
perceptions when evaluating the im-
portance of financial products to their
household and agricultural activities.
Owningabankaccountisseenasveryim-
portant to the household by 59 percent
of smallholders. Fifty-five percent see
bank accounts as very important to their
agricultural activities (figures 128 and
129). Eighty percent perceive a bank ac-
count as at least “somewhat important”
to agricultural activities (Figure 129).
Perception of importance for the other
products wanes slightly, both in inten-
sity of perception (i.e., very important
compared to somewhat important) and
overall perceived importance.

This perceived importance of formal
financial institutions and savings accounts

FIGURE 128. Regardless of what you have, how important is it to your household

to have the following?

Bank account (non-savings)
Savings account

Insurance

Mobile money account

Credit

B Very important

Sample: Smallholder households, n=3,154.

m Somewhat important

16% 1%

21% 3%

26% 2%
27% 3%

10%

Not important Don't know

90



National Survey and Segmentation of Smallholder Households in Bangladesh

FIGURE 129. How important is it to your agricultural activities to have the following?

Bank account (nonsavings)
Savings account

Insurance

Mobile money account
Loan

Credit

m Very important

Sample: Smallholder farmers, n=3,095.

is reflected in smallholders’ evaluations of
the importance of various savings chan-
nels. Overall, smallholders regard saving
money as important to the household.
Specifically, 92 percent of the smallholder
population believes it is at least some-
what important that a household saves
money at a formal financial institution
(Figure 130). Informal savings channels,
including saving money at home, are per-
ceived as important, as well, but to a lesser
degree. Despite widespread mobile phone
access and ownership, and moderate
rates of mobile money account access and
ownership, few smallholders believe that
mobile money is an important savings
channel. This suggests that providers and
stakeholders have yet to establish a use
case for mobile money as a savings chan-
nel for smallholder farmers.

M Somewhat important

18% 1%
23% 4%
27% 3%
28% 4%
31% 3%
39% 6%

Not important Don't know

Savings Priorities: Future Expenses,
Expected and Unexpected

Smallholders prioritize saving for fu-
ture expenses, rather than immediate,
regularly occurring expenses. This is a
sound financial practice and recognizes
the importance of a safety net. Eighty-
two percent of smallholders believe
that saving money for a future purchase
is “very important” for the household,
and 16 percent believe it is “somewhat
important” (Figure 131). Similarly,
93 percent believe that saving mon-
ey for an unexpected event is at least
“somewhat important.” This recognized
importance is notable, given smallhold-
ers’ frequent exposure to unexpected
events, both personal and related to ag-
ricultural activities.

FIGURE 130. How important is it for your household to save at each of the following?

1% 1%
7% 8%

Save money at a financial
institution

Save money at home

= Very important = Somewhat important

Sample: Smallholder farmers, n=3,095.

2% 6%

34%
48%

Save money with an
informal group

Save money on a
mobile phone

Not important Don't know




National Survey and Segmentation of Smallholder Households in Bangladesh

FIGURE 131. How important is it for
your household to save for each of the
following?

Save money for a

future purchase 16% 2%

Save money for an

0,
unexpected event 23% 6%

Save money for

regular purchases 31%

10%

Save money for school

fees L

18%

Very important
Somewhat important
Not important

Sample: Smallholder farmers, n=3,095

When asked to evaluate the most im-
portant savings priority, smallholders
largely favor saving for future expenses,
with 33 percent reporting that saving
money for a future purchase is the most
important saving priority for a house-
hold, and 30 percent reporting saving
for an unexpected event as the most im-
portant (Figure 132).

This forward thinking and delibera-
tion in savings priorities is solidified
when considering smallholders’ evalua-
tions of savings behaviors. Smallholders
most frequently agree with the saving
priority, “I like to save my money in case
of an emergency,” with 89 percent of the

smallholder population reporting agree-
ment (Figure 133). Eighty-seven percent
also report they agree with the notion
of storing money for a specific purpose.
Smallholder farmers also highly priori-
tize trust, security, and access regarding
savings behaviors and priorities. These
high rates of agreement, contrasted with
low support for the notion that storing
money somewhere other than an account
is easier than storing with an account, in-
dicate a strong inclination toward sound
financial practices. Furthermore, provid-
ers and stakeholders must be mindful of
this general mindset when building rele-
vant financial mechanisms.

Investing Priorities: Education and
the Farm

Smallholders’ investment priorities dif-
fer than their savings priorities, partic-
ularly with regard to education. Where
education was regarded as one of the
least important savings priorities, the
smallholder population regards edu-
cation as the most important invest-
ment priority. Fifty-nine percent of
smallholders believe that investing in a
future educational opportunity is “very
important,” and 25 percent regard it as
“somewhat important” (Figure 134).
Education is followed by investment in

FIGURE 132. Which of the following do you feel your household needs to save for

the most?

33%
30%

Save
money for
a future
purchase

Save money
foran
unexpected
event

Sample: Smallholder farmers, n=3,095

16%

Save

money

for

school fees purchases
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FIGURE 133. Do you agree or disagree with the following statements?

| like to save my money in case of an emergency

| like to store money somewhere for a specific purpose

I need to be able to access my money immediately

| like to save my money in an account because it is safer

| like to store my money somewhere | trust

When my money is in an account, it is constantly working for me

Storing my money somewhere is easier than saving in an account

W Agree M Disagree Don't know

Sample: Smallholder farmers, n=3,095.

home improvement (56 percent) and in-  at least “somewhat important” While
vestmentin a farm (55 percent) as being  these formal institutions are highly
“very important.” Education is similarly = regarded and banks are the most highly
regarded as the single most important regarded (i.e., highest rate of “very im-
investment priority for a household portant”), the personal borrowing net-
(33 percent), followed by the farm  work of family and friends is the most

(30 percent) (Figure 135). highly regarded overall, with 86 percent
of the population believing this channel
Desires and Aspirations: is at least “somewhat important.”

Smallholder Households Prefer to

Borrow from Banks Even Though Despite the perceived importance of
They Ultimately Turn to Other banks, the}{ largely are not accessed
Sources for Loans for borrowing. Only 8 percent of the

smallholder population attempted to
Smallholder farmers recognize the im- borrow from a bank in the previous
portance of borrowing from formal year, compared with 48 percent that
financial institutions such as banks for  attempted to borrow from friends and
their agricultural activities. More than family, and 24 percent that attempted
half of the smallholder population be- to borrow from an MFI (Figure 137).
lieves banks are “very important” as a  Furthermore, if smallholders needed to
borrowing channel for their agricultural ~ borrow, they would not turn to a bank.
activities, the highest rate (Figure 136).
Seventy-two percent believe MFIs are  FIGURE 135. Which of the following

do you feel your household needs to

do the most?

FIGURE 134. How important is it for Don’t know

your household to invest in each of the 4%

following? Business
(non-farm)

0,
Invest money in a future %

0,
educational opportunity L5k

Invest money in a home/

: 10%
home improvement

Future
Invest money in a farm 17% educational
opportunity
. . o
Invest money in a business 26% 33%
(non-farm)
mVery important = Somewhat important
Not important Don't know
Sample: Smallholder farmers, n=3,095. Sample: Smallholder farmers, n=3,095.
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FIGURE 136. For your agricultural activities, how important to you is it to borrow

from each of the following?

Bank

Friends and

family

MFI

Savings
collector
Cooperative
Village-level
savings group

= Very important m Somewhat important

Sample: Smallholder farmers, n=3,095.

Seventeen percent report they would
attempt to borrow from a bank if bor-
rowing were necessary, compared with
64 percent who would attempt to bor-
row from family and friends, and 26 per-
cent who would attempt to borrow from
an MFI (Figure 138). These low rates
of attempted access or hypothetical
attempted access suggest that barriers
exist prohibiting farmers from using
banks’ loan services.

Smallholders report that they would
consider a wide range of factors if they
were considering borrowing money.
Convenience was cited most frequently,
with 82 percent reporting they would
consider quickest access and 60 per-
cent reporting that they would consid-
er a convenient location (Figure 139).

FIGURE 137. In the past 12 months,
have you attempted to borrow from
any of the following?

Friends and family

48%

MFI 24%

Bank 8%

Village-level savings group 3%

Cooperative 2%

Savings collector | 1%

"Yes" answers.

Sample: Smallholder farmers, n=3,095.

21% 2%

13% 1%
25% 3%
42% 5%
47% 4%

49% 5%

Not important Don't know

Loan specifications are not frequently
considered, with 19 percent citing a
concern for interest rates and 4 percent
citing a concern for comparative repay-
ment terms.

Smallholders would be driven to borrow
by avariety of factors, the most common of
whicharenecessityintheeventofanemer-
gency and investment in their agricultur-
al activities (e.g., buy inputs). Fifty-eight
percent report they would take a loan for
emergency expenses (Figure 140), indi-
cating the ability to save does not match
the recognized necessity of saving as
seen in Figure 131. Forty-three percent
report they would take a loan to purchase
inputs, and 16 percent report they would
take a loan to start or expand a business.
Only 16 percent report they would

FIGURE 138. If the need arose, would
you attempt to borrow from any of the
following?

Friends and |
family

MFI

64%

26%

Bank 17%

Village-level |

. 4%
savings group |

Cooperative 3%

Savings i

20
collector | %

“Yes" answers.

Sample: Smallholder farmers, n=3,095.
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FIGURE 139. What factors would you consider when you want to borrow money?

Quickest access to money
Most convenient to get to
Confidentiality
Easiest to use
Best interest rates
Have borrowed from them before
Recommended by a friend
No other options
Loan size
Met minimum requirements
Trust in a financial institution
Best repayment terms

Sample: Smallholder farmers, n=3,095.

Multiple responses allowed.

take a loan for daily expenses, which is
positive given the poverty rate among
smallholders. These motivations for seek-
ing a loan, if necessary, are frequently
acted on. Forty-two percent of the small-
holder population currently has some
form of a loan (Figure 141).

Desires and Aspirations: There Is High
Interest in Plans for Input-Related
Expenses and School Fees

Smallholders emphasize the importance
offinancial productsrelatedtoincome ex-
penses. Specifically, 34 percent consider
a payment plan for inputs to be im-
portant to agriculture activities, and
33 percent consider a savings plan for
inputs to be “very important” to agricul-
tural activities (Figure 142). These two
products are the only nonloan products
with a perception of at least “some-
what important” at, or over, 60 percent.

82%

A product addressing school fees is also
highly regarded, with 45 percent of the
smallholder population believing it to be
at least “somewhat important.” Small-
holders’ borrowing motivations paired
with this perceived importance sug-
gest the necessity of available products
addressing inputs and school fees.

Very few Bangladeshi smallholders own
these products. Nine percent have a pay-
ment plan for inputs, the highest product
ownership rate (Figure 143). Virtually no
smallholders have a credit plan for school
fees. For those who do not currently have
these products, demand is substantive,
but tempered. Forty-three percent of
smallholders would like to own a savings
plan for inputs and 41 percent without
a payment plan for inputs would like to
own one. These products must be tailored,
because only a specific subset of the popu-
lation wants them. Alternatively, these low

FIGURE 140. What would be the main reasons for borrowing money?

58%

I 43%

0, 0,
1%
| | Il BN N . _mm
For To buy Tostarta  To cover To pay For other Toimprove  To make Other Don't
emergency inputs new daily for school agricultural the big purchases know
expenses (e.g., seeds) business expenses fees activities cash flow such as land
or expand situation of or modern
my business my business equipment

Sample: Smallholder farmers, n=3,095.

Multiple responses allowed.
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FIGURE 141. Do you currently have
any loans?

Sample: Smallholder farmers, n=3,095.

rates could also indicate a lack of aware-
ness regarding the products’ benefits.

Smallholders generally do not consider
loan products to be important for their
agricultural activities. Reflecting small-
holders’ prioritization of formal financial
institutions, the most well-regarded loan
products are those that are connected
to a bank. Specifically, loan products
connected to a bank are the only loan
products that a majority of smallhold-
ers regard as at least “somewhat im-
portant” to their agricultural activities
(Figure 144). Following this, a loan that
comes with a bank account is the only
loan product that a majority of small-
holders would like, if they do not already
have an account (Figure 145). The per-
ceived importance of loan products
bundled with bank accounts, in various
formats, presents an opportunity for

providers and stakeholders to develop
products that address needs.

Desires and Aspirations: Mobile
Products Spark Moderate Interest

Despite widespread mobile phone ac-
cess and ownership, interest in mobile
products remains rather moderate,
compared to that among smallhold-
ers in other countries. No more than
49 percent of smallholders find the abil-
ity to access agricultural information to
be “very important” to their household’s
agricultural activities. Accessing market
pricing gains has the most perceived im-
portance at 49 percent, while far few-
er find it important to be able to track
inputs via phone, access financial ser-
vices, or buy and sell goods (Figure 146).

In fact, up to a third of smallholders ex-
plicitly find these mobile phone uses to
be “unimportant.” Thirty-three percent
of smallholders believe the “ability
to track the transportation of inputs
and crops on a mobile phone” is not
important to a household’s agricultural
activities, and one in four finds it un-
important to track weather on a phone
(Figure 146).

Lack of enthusiasm is real; however, it
does not hamper interest in using a mo-
bile product for agricultural activities.
Around half of smallholders would like

FIGURE 142. How important is each of the following products to your agricultural

activities?

A payment plan for inputs (e.g., seeds)
A savings plan for inputs (e.g., seeds)
A credit plan for school fees

A goal savings plan

A pre-paid card to make payments

A pre-paid card for receiving income

A mobile money account that came
with a smartphone

m Very important

Sample: Smallholder farmers, n=3,095.

m Somewhat important

33% 7%
33% 7%
46% 9%
46% 10%
50% 12%
51% 14%
49% 13%
Not important Don't know
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FIGURE 143. Do you currently have any of the following products for your

agricultural activities? Do you want to have any of the following products for your

agricultural activities?

43% 41%
31% 9
29% 23% 23% 21%
7%— 2%
r T 1% - 0% - 0% : 0% : 0% )
A savings plan A payment plan A goal savings A credit plan A pre-paid A pre-paid A mobile money
for inputs for inputs plan for school fees  card to make card for account that
(e.g., seeds) (e.g., seeds) payments receiving came with
income a smartphone
== Currently have Want

Sample: Smallholder farmers, n=3,095.

FIGURE 144. How important is each of the following products to your
agricultural activities?

A loan that came with a bank account o 28% 23%
A loan that is accessed directly through a bank account 31%
Al hat i h h il
oan that is accessed through a mobile money 20%

account and linked to a bank account

A loan that came with an insurance plan 45%
A loan that is accessed through a mobile money -
43%
account
A loan that came with a mobile money account 46%

m Very important ® Somewhat important Not important Don't know

Sample: Smallholder farmers, n=3,095.

FIGURE 145. Do you currently have any of the following products for your

4%

7%

9%

9%

11%

12%

agricultural activities? Do you want to have any of the following products for your

agricultural activities?

53%
43%
34% 33%
29% 28%
6%\
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Aloan that Aloan that is A loan that Aloan that is Aloan thatis A loan that came
came with accessed directly came with accessed through accessed through a with a mobile
a bank account through aninsurance plan  a mobile money mobile money money account
a bank account account and linked account

to a bank account

== Currently have Want

Sample: Smallholder farmers, n=3,095.
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FIGURE 146. How important is each of the following abilities to your household'’s

agricultural activities?

Ability to access market pricing information on a
mobile phone
Ability to access weather information on a mobile
phone
Ability to access farming information on a mobile
phone

Ability to buy and sell on a mobile phone
Ability to access financial services on a mobile phone

Ability to charge my phone at a central location

Ability to track the transportation of inputs and
crops on a mobile phone

m Very important

Sample: Smallholder farmers, n=3,095.

to own a product, if they do not already;,
that allows them to buy and/or sell on
their phone and access farming, input,
or weather information (Figure 147).

Ownership of these products, while not
widespread, is not uncommon. Over
one-third of smallholders have the abil-
ity to access market pricing information
on their mobile phones. Twenty percent
can access general farming information,
and 18 percent can access weather in-
formation. This group of early adopt-
ers has the potential to act as a catalyst,
promoting the value of these products
to the remaining group of smallholders

m Somewhat important

20% 3%
24% 4%
23% 3%
26% 5%
28% 6%
34% 8%
33% 8%

Don't know

Not important

who are interested but who do not yet
have access.

This disconnect between perceived
importance and desire for agriculture-
related mobile products may indicate
that either the products are only margin-
ally beneficial (i.e., they are helpful but
aren’t a silver bullet) or that smallhold-
ers lack concrete information regarding
the products’ benefits (i.e., smallholders
are aware that the products can be help-
ful, but are not aware of the degree to
which they can be helpful). The products
may also be considered too expensive
for the value gained.

FIGURE 147. Do you currently have any of the following abilities for your
agricultural activities? Do you want to have any of the following abilities for your

agricultural activities?

59%

54% 54% 53%

Ability to buy  Ability to access  Ability to access  Ability to access  Ability to track  Ability to access Ability to charge
and sell weather financial services faming the transportation market pricing my phone

on a mobile information on on a mobile information on of inputs and crops information on at a central
phone a mobile phone phone a mobile phone on a mobile phone a mobile phone location

= Want m Currently have

Sample: Smallholder farmers, n=3,095.
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ANNEX 1: METHODOLOGY AND DESIGN

The smallholder household survey in
Bangladesh is a nationally representative
survey with a target sample size of 3,000
smallholder households. The sample was
designed to provide reliable survey esti-
mates at the national level. The universe
for the survey consists of smallholder
households defined as households with
the following criteria: households with up
to 5 hectares or farmers who have fewer
than either 50 heads of cattle, 100 goats,
or 1,000 chickens and in which agricul-
ture provides a meaningful contribution
to the household livelihood, income, or
consumption.

Sampling Frame

Bangladesh is divided into seven adminis-
trative divisions. Each is divided into dis-
tricts, subdistricts, wards (for urban areas),
and unions (for rural areas). Each ward is
further divided into mahallas, while each
union consists of mauzas. For the 2008
agricultural census, mahallas and mauzas
were further divided into 153,945 EAs.

The Bangladesh Bureau of Statistics
maintains a list of 64,314 mahallas and
mauzas. Among these, 750 mahallas
and mauzas (i.e, ~1.2 percent) have
missing information on the number
of agricultural households they had in
2008. In addition, 18,377 mahallas and

mauzas had less than 80 agricultural
households. These mahallas and mauzas
had ~4.8 percent of the total number of
agricultural households.

The sampling frame for the smallholder
survey consisted of the list of EAs for
mahallas and mauzas that had at least
80 agricultural households in 2008. While
atthe mahalla and mauzalevel the number
of agricultural households was available,
at the EA level only the estimated num-
ber of (general) households was available
along with the urban-rural classification.

Sample Allocation and Selection

To take nonresponse into account, the
target sample size was increased to
3,158 households, assuming a nonre-
sponse rate of 5 percent observed in
similar national household surveys. The
total sample size was first allocated to
the divisions based on the number of
agricultural households in the sampling
frame. Within each division, the result-
ing sample was then distributed to ur-
ban and rural areas in proportion to the
number of agricultural households.

Given that EAs were the primary sam-
pling units and 15 households were
selected in each EA, a total of 211 EAs
were selected.

TABLE A1-1. Distribution of agricultural households

Division Rural Urban Total

Barisal 1,123,216 53,627 1,176,843
Chittagong 2,333,268 181,937 2,515,205
Dhaka 3,881,120 272,200 4,153,320
Khulna 1,992,369 112,561 2,104,930
Rajshahi 2,174,392 161,070 2,335,462
Rangpur 1,988,681 75,484 2,064,165
Sylhet 801,033 27,993 829,026
Bangladesh 14,294,079 884,872 15,178,951
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TABLE A1-2. Proportional allocation of the sample

Division Rural Urban Total

Barisal 325 15 340
Chittagong 464 36 500
Dhaka 598 42 640
Khulna 426 24 450
Rajshahi 447 33 480
Rangpur 434 16 450
Sylhet 290 10 300
Bangladesh 2,984 176 3,160

The sample for the smallholder survey
is a stratified multistage sample. Stratifi-
cation was achieved by separating each
division into urban and rural areas. The
urban/rural classification is based on
the 2008 agricultural census. Therefore,
14 strata were created, and the sam-
ple was selected independently in each
stratum.

In the first stage, EAs were selected as
primary sampling units with probabil-
ity proportional to size (i.e.,, number of
households in the EAs). In each stratum,
before the selection, the list of EAs was
sorted by district, subdistrict, wards
and unions, and mahallas and mauzas.
A household listing operation was con-
ducted in all selected EAs to identify
smallholder households and to provide
a framework for selecting smallholder

households to be included in the sam-
ple. In the second stage, 15 smallhold-
ers were sampled in each EA with equal
probability.

In each sampled household, the house-
hold questionnaire was administered to
the head of the household, the spouse,
or any knowledgeable adult household
member to collect information about
household characteristics. The multi-
ple respondent questionnaire was ad-
ministered to all adult members in each
sampled household to collect informa-
tion on their agricultural activities, fi-
nancial behaviors, and mobile money
use. In addition, in each sampled house-
hold, only one household member was
selected using the Kish grid and was
administered the single respondent
questionnaire.

TABLE A1-3. Distribution of PSUs (rounded)

Division Rural Urban Total
Barisal 21 2 23
Chittagong 31 2 33
Dhaka 40 3 43
Khulna 28 2 30
Rajshahi 30 2 32
Rangpur 28 2 30
Sylhet 18 2 20
Bangladesh 196 15 21
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Household Listing

The household listing operation was
conducted in all selected EAs between
14 February and 13 March 2016. For
this purpose, InterMedia developed a
manual describing the listing and map-
ping procedures. The manual included
listing forms, along with questions used
to identify smallholder households ac-
cording to the agreed definition for the
survey. This manual was used to train
listing teams in Dhaka. Each listing team
comprised one supervisor, one lister,
and one mapper recruited from the field
partner’s (MRB Global) pool of enumer-
ators. The training involved classroom
sessions and field practice.

The household listing was done on tab-
lets, which required MRB to develop a
script for the listing forms. The script
was field tested and validated before it
was used for the listing operation.

Sampling Weights

The sample for the smallholder survey
is not self-weighting; therefore, sam-
pling weights were calculated. The first
component of the weights is the design
weight based on the probability of selec-
tion for each stage of selection. The sec-
ond component uses nonresponse rates
at both household and individual levels.

The design weights for households were
adjusted for nonresponse at the house-
hold level to produce adjusted house-
hold weights. Sampling weights for the
multiple respondent data file were de-
rived from adjusted household weights
by applying to them nonresponse rates
at the individual level. For the single
respondent data file, the same process
was applied after taking into account the
subsampling done within the household.

Finally, household and individual
sampling weights were normalized
separately at the national level so the
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weighted number of cases equals the
total sample size. The normalized sam-
pling weights were attached to the
respective data files and used during
analysis.

Sampling Errors

The sample design for the smallholder
survey is a complex sample design
featuring clustering, stratification, and
unequal probabilities of selection. For
key survey estimates, sampling errors
taking into account the design features
were produced using either the SPSS
Complex Sample module or STATA’s
module based on the Taylor series ap-
proximation method.

Questionnaire

To capture the complexity of smallholder
households, the questionnaire consisted
of three parts, with certain questions
asked of all relevant individuals in the
household, not just one household mem-
ber (Table A1-4).

In each selected household, a House-
hold questionnaire was administered to
the head of the household, the spouse,
or any knowledgeable adult household
member age 15 and over to collect infor-
mation about household characteristics.
Basic information, such as age, gender,
education attainment, schooling status,
and relationship with the household
head, was collected on all household
members. The Household questionnaire
also collected information on whether
each household member contributes to
the household income or participates
in the household’s agricultural activi-
ties. The information was later used to
identify all household members eligible
for the other two questionnaires. Infor-
mation on household assets and dwell-
ing characteristics was also collected to
derive the socioeconomic and poverty
status of the households.
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TABLE A1-4. Smallholder Household Survey in Bangladesh: Questionnaire

sections, respondents, and content

Questionnaire Household Achieved
Section Respondent(s) Sample Size Content
Household Head of the household, |n = 3,154 e Basic information on
Survey their spouse or a knowl- all household mem-
edgeable adult bers (e.g., age, gender,
education)

e [nformation about
household assets and
dwelling characteristics
to derive poverty status

Multiple- All household mem- n=>5,214 ® Demographics (e.g.,

Respondent | bers over 15 years old land size, decision-mak-

Survey who contributed to the ing, financial behaviors)
household income or e Agricultural activities
participated in its agri- (e.g., selling, trading,
cultural activities livestock, suppliers)

* Household economics
(e.g., employment, in-
come sources, shocks)

Single- One randomly selected | n = 3,095 e Agricultural activities

Respondent | adult in the household (e.g., market relation-

Survey ships, storage, risk
mitigation)

® Household economics
(e.g., expense prioritiza-
tion, insurance, outlook)

* Mobile phones (e.g.,
use, access, ownership)

e Formal and infor-
mal financial tools
(e.g., ownership, use,
access, importance)

A Multiple-Respondent questionnaire
was administered to all eligible adult
members in each selected household
to collect information on their agricul-
tural activities, financial behaviors, and
mobile money use. In addition, in each
selected household only one eligible
household member was selected using
the Kish grid and was administered the
Single-Respondent questionnaire.

All three questionnaires were trans-
lated into Bangla and then pretested
on 9 February 2016. After the pretest,

debriefing sessions were held with pre-
test field staff and the questionnaires
were modified based on the observa-
tions from the pretest. Next the ques-
tionnaires were finalized and a script
was developed to support data collec-
tion on tablets. The script was tested and
validated before it was used in the field.

Main Training, Fieldwork, and Data
Processing

MRB Bangladesh, InterMedia’s local
field partner, recruited interviewers and
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supervisors for the main fieldwork, tak-
ing into account their language skills.
Following the recruitment of field staff,
a centralized training session was con-
ducted on 13-16 March 2016. The
training covered interview techniques
and field procedures, a detailed review
of the survey questionnaires, mock in-
terviews between participants in the
classroom, and field practice with actual
respondents in the areas outside of the
sampled EAs. Independent field qual-
ity control (QC) staff, hired directly by
InterMedia, also attended the training.

Thirty interviewing teams carried out
data collection for the survey on tablets.
Each team consisted of one supervisor
and five interviewers. Two staff mem-
bers from MRB Bangladesh coordinated
and supervised fieldwork activities
along with the independent QC team
hired by InterMedia to oversee the over-
all quality function of data collection.
The QC team stayed with the survey
teams during fieldwork to closely su-
pervise and monitor them. Data collec-
tion took place between 17 March and
21 April 2016.

The final data file was checked for incon-
sistencies and errors by InterMedia, and
corrections were made as necessary and
where possible.

Deviations in Sample Design

The smallholder survey in Bangladesh
is the fourth survey in the series, which
also includes Mozambique, Uganda,

Tanzania, Cote d' Ivoire, and Nigeria.
Other countries experienced many
failed call backs where identified eli-
gible households and household mem-
bers could not be interviewed during
the time allocated to fieldwork in each
country. As a result, the final sample
size fell slightly short of the target. For
this reason, in Bangladesh, the number
of households selected in each EA was
increased from 15 to 17 following the
household listing operation in all sam-
pled EAs.

Response Rates

The tables below show household and
household member response rates for
the Bangladesh smallholder household
survey. A total of 3,355 households was
selected for the survey, of which 3,163
were found to be occupied during data
collection. Of these, 3,154 were success-
fully interviewed, yielding a household
response rate of 99.7 percent.

In the households interviewed, 5,410
eligible household members were
identified for the Multiple Respondent
questionnaire. Interviews were com-
pleted with 5,214 eligible household
members, yielding a response rate of
96.4 percent for the Multiple Respon-
dent questionnaire.

Among the 3,154 eligible household
members selected for the Single Respon-
dent questionnaire, 3,095 were success-
fully interviewed, yielding a response
rate of 98.1 percent.
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A Random Forest consists of a collection
or ensemble of simple tree predictors,
each capable of producing a response
when presented with a set of predictor
values.*® For classification problems, this
response takes the form of a class mem-
bership, which associates, or classifies,
a set of independent predictor values
with one of the categories present in the
dependent variable. Alternatively, for
regression problems, the tree response
is an estimate of the dependent variable
given the predictors. The Random Forest
algorithm was developed by Breiman.

A Random Forest consists of an arbitrary
number of simple trees that are used to
determine the final outcome. For classifi-
cation problems, the ensemble of simple
trees votes for the most popular class. In
the regression problem, their responses
are averaged to obtain an estimate of the
dependent variable. Using tree ensem-
bles can lead to significant improvement
in prediction accuracy (i.e., better ability
to predict new data cases).

Technical Details

The response of each tree depends on
a set of predictor values chosen inde-
pendently (with replacement) and with
the same distribution for all trees in the
forest, which is a subset of the predic-
tor values of the original dataset. The
optimal size of the subset of predictor
values is given by log M + 1, where M is
the number of inputs.

For classification problems, given a
set of simple trees and a set of random
predictor variables, the Random Forest
method defines a margin function that
measures the extent to which the aver-
age number of votes for the correct class
exceeds the average vote for any other

class present in the dependent variable.
This measure provides us not only with
a convenient way of making predictions,
but also with a way of associating a con-
fidence measure with those predictions.

For regression problems, Random For-
ests are formed by growing simple trees,
each capable of producing a numerical
response value. Here, too, the predictor
set is randomly selected from the same
distribution and for all trees. Given the
above, the mean-square error for a Ran-
dom Forest is given by the following:

mean error = (observed-tree response)?

The predictions of the Random Forest
are taken to be the average of the
predictions of the trees:

Random Forest 1

K
. == K% tree response
Predictions K Kgl p

Where the index k runs over the
individual trees in the forest.

Typically, Random Forests can flexibly
incorporate missing data in the predic-
tor variables. When missing data are en-
countered for a particular observation
(case) during model building, the pre-
diction made for that case is based on
the last preceding (nonterminal) node
in the respective tree. For example, if
at a particular point in the sequence of
trees a predictor variable is selected at
the root (or other nonterminal node for
which some cases have no valid data),
then the prediction for those cases is
simply based on the overall mean at
the root (or other nonterminal) node.
Hence, there is no need to eliminate
cases from the analysis if they have
missing data for some of the predictors,
nor is it necessary to compute surrogate
split statistics.

30 See documentation on Random Forest Algorithm at www.statsoft.com/Textbook/Random-Forest
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