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Abstract

This paper is the outcome of a research conductemhalyze the impact of price hike over lower médd|
class people. The paper has been divided intontajor sections, namely, Theoretical over view dral t
Research. The section called Theoretical over \iewsists of detailed information regarding pricing
strategy, price changes as well as pricing politige section called The Research consists of the
Introduction containing Background of the ResealRtgblem Enunciation, and Rationale of the Study,
Objectives, Methodology, Data Analysis, Findinged &Recommendations. By handle a wide variety of
products ranging from consumer goods like Riceg,abybean oil, palm oil, masur dal, potato, onion,
garlic, powder milk sugar, soap, toothpaste, corgjarantraceptive pills, soft drinks, toiletriesriagltural,
pharmaceutical and even telecommunication prodsmitsng market gather essential respondent who are
fighting against recent hikes. The purpose of #s=arch was to make a comparison between the behavi
of different consumer of different professions aaehtify what is their actual demand related tostoner
goods because of price hikes.

Keywords:. Strategy, Behavior, Price Hike, Consumer, Demand.
1. Introduction

In the world of globalization, internationalizatiocompetition or consumerism, the business entapror
organization of the world strives to please oratis§y the consumers directly and indirectly. Thiee hike
of necessary food commodities has a major impaébot security particularly on the marginalizedt&et
of the society in Bangladesh. Current raise in diioeost of production of food, together with higtice
in international market may boost up further fooffation, leaving adverse effects on the poor. Mighe
poor spend more than half their income on foocePhikes for essential commodities can force theout
back on the quantity or quality of their food adlvae change their consumption patterns.

Recently, the researcher commissioned a studyaflps attitudes and behavior as well as the situaf
lower middle class people who struggle very muchirzgj economic crises. The results gained from the
study make interesting reading and could be ugeftile government in its efforts to address issues as
price hike.

2. Background of the study

It is obvious nowadays that the price of everythirajpging from essential daily commodities to
transportation, educational, medical and other esgeg are increasing. According to the study, as a
consequence of the price hike, the majority (9&i@nt) of people of Dhaka metropolitan city ankleot
parts of the country are facing deep trouble inimppvith the situation. In Dhaka city 43.8 percehthe
people think that because of price increase alexstything, they are encountering economic hardsidp
help people to overcome this economic crisis Gawemt should come forward and take steps agairst thi
price hike.

2.1 Objective of the study

2.1.1 Broad Objective

To measure the consumer response in shopping dRreceHike specially lowers middle class.
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211  Specific Objective
1. Reasons for price hike in view of respondents.
2. Ways of coping up with price hike of people.
3. To identifying the specific consumption areas mpoaffected by the price hike.
4. To identifying the changing pattern of bargainifigonsumers while shopping.
5. To identify the crises of lower middle class.

2.2 Methodology

221 DataCollection Source & Method

The study is a quantitative study relied on themprly sources of data. A combination of location &
stratified random sampling method was used forstoely. Researcher developed an interview schedule
containing dichotomous, close-ended & open-endezbtipns. Before the main study, an in-house small
study was carried out to figure out the simpli@fythe interview schedule. The study is a quartitastudy
where prim it has surveys among the target group.

2.2.1  Structure of theresearch

This research is quantitative and descriptive beedhe data were collected from various sourcesitand
was explained in details with related tables, gsaguid necessary written information is also avielaere.

It is quantitative because researcher considers ssimilar characteristics which can measure various
issues. Researcher went too many middle classiénghd tired to collect the data and informatibow

the impact of price hikes.

2.3 Research Design
For the study researcher developed a researchndedilge following way:
2.3.1 SampleCriteria
* Age 18 years & above.
¢ Regardless of Sex.
* Lower middle socio- economic class
232 SampleSize
Respondent: 153 (Male and Female) randomly selected
2.3.3 AreaCoverage

The middle class families’ of Sylhet division & Dte metropolitan area (Bangladesh) have been
considering as the population of the research. Becaany families of this area fight against reqeite
hikes.

2.3.4  Questionnaires

A structured technique for data collection consgf a series of questions, written to which goesient
replies comprise with both close and open-endedtopres.

2.3.5 Analysis Procedure
Frequency distribution using MS EXCEL and crosastation using SPSS are used to analyze the data.
3. Theoretical Background

Every Research study is based on the theory. Heisry is known as the theoretical background of the
study. That means the theoretical background giwisentic support for successful completion of aese
work. The essential market theory and conceptetthdy may be defined below.

Survey, in statistics, a method of collecting datavhich people are asked to answer a number oftopunes
(usually in the form of a questionnaire).An opinipall is an example of a survey. The reliability af
survey’s results depends on whether the sampleaylp from which the information has been colledted
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free from bias and sufficiently large.

Price fixing by marketer of Bangladesh and onesclaise stockiest partially responsible for receghhi
prices. Insufficient productive sector low conttilbms by agriculture in GDP as well as internationa
trading discrimination are the factors of pricedsk

Wiggins et al, (2010), in their discussion papEndd Price Crisis Frequently Asked questions’ higtted

the issue of rising food prices came to internati@ttention in early 2008. Due to price hike c$exttial
commodities in the local market, the poor has tifeswa lot resulting into high dropout rate of boigs
helping their families in income generation. Bawigish Economic Update, (June 2011), highlighted that
the dropout rate of boys was 6.11 percent highen thirls in 2005 and 6.88 percent in 2010. Amorg th
non-poor families, only 8.89 percent boys droppetio 2010 from the age group of 11-15 years, harev
17.48 percent dropped out from poor families. Theréase in food and non-food prices erodes the
purchasing power of the poor. The poor women hotlrban and rural have to suffer a lot due to Higid

and non-food prices. The urban women slum dwelfersale headed households and rural poor women are
more vulnerable. There exists a positive relatigndietween food inflation and poverty. As the food
inflation increases, the additional nhumber of peogbes under the poverty line. People living below
poverty line in 2000 were 55.8 million when the ddaflation was 2.68 percent. This rate of foodatibn
increased to 7.91 percent in 2005 and at the sémm dnother 0.2 million people newly gone under
poverty line. Food inflation of 11.0 percent (12-Ml average) in April 1011 indicates that more peop
are likely to go under poverty line in the upcomiyaars. Prices precursors to every thing that happe

the market economy. People’s right to know: Thelyp&tar Web Edition Vol.5 Num 601(March 8, 2008)
reported that according to a survey report in 20@7cost of living increased by10.48 percent. Adoag to
another press report the International MonetarydFonission that visited Bangladesh recently expisse
dissatisfaction over rising inflation rate whichshalready crossed 6.5 per cent this year agaimst th
government target of 4.5 percent.

The impact of price hike of essential commoditieshigh and low income groups is different because o
different consumption levels and patterns. The necaunse of the high inflation today is cost pusiellad

by rise in prices of food, which accounts for tlaegkst part of poor people’s consumption. Since CPI
influences people of different income levels difietly, it cannot reflect the real predicament & tfoor.
However, Consumer Price Indexes (CPI) in April 20dre 246.24 (general), 275.02 (food) and 207.23
(non-food).

The food price of necessary commodities is risaqgdly since 2007 and climbed at the highest pddkeo
decade in 2008. Though, prices declined a bit i926ut again on track to rise from 2010 and tikh€u
2011. Prices of most of the necessary commoditge® lmisen more than those of 2008. If taken 2005 as
base year, the scenario of food prices in 2011 rhesca subject of shock and awe. The prices of epars
medium and fine rice have been nearly doubled i1 2Ban those of 2005. The prices of soybean almd pa
oil increased by 118.36 and 146.15 percent by 20i4 relative to 2005. The price of garlic in 200&s

Tk. 54/Kg while it increased by 168.52 percent bpel 2011 and the price at present has averagekl at T
145/Kg. The prices of different types of pulsesénawcreased over the years at staggering ratepiites

of baby food items, powder milk and sugar are als@n upward movement. Under the business as usual
scenario, the prices of all commodities may risehfer during the month of Ramadan, if the pastdren
prevail. It might be very difficult for the poor pple to manage three meals a day when the prices of
necessary commodities are on the rise and unstable.

[Insert Table: 1 about here]

The United Nations Food and Agricultural Organiaat(2011), in its report ‘The State of Food Inségur
in the World 2011’, highlighted the differential jpacts that the world food crisis of 2006-08 had on
different countries where the poorest were mostcaédid. While some large countries were able to déhl
the worst of the crisis, people in many small intgopendent countries experienced large price asa®
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that, even when only temporary, can have permagfégitts on their future earnings capacity and ghib
escape poverty and increase number of undernodrigbeple in the world.

No one really knows how many people are malnoudshi@e statistic most frequently cited is that lof t
United Nations Food and Agriculture Organizatiorieth measures ‘undernourished’. The FAO did not
publish an estimate in its most recent publicatl®he State of Food Insecurity in the World 20Xl itas
undertaking a major revision of how it estimatesdfansecurity. FAO (2010), estimate the most rgcen
says that 925 million people were undernourishea0ih0. World Hunger and Poverty Facts and Statistic
(2011), highlighted the figure below shows, the bemof hungry people has increased since 19958&. T
increase has been due to three factors: 1) neglecgriculture relevant to very poor people by
governments and international agencies; 2) theentinvorldwide economic crisis, and 3) the significa
increase of food prices in the last several yeaighvhave been devastating to those with only a few
dollars a day to spend. 925 million people are p@gent of the estimated world population of Gli#o.

[Insert Graph: 1 about here]

4. Findings

This research is aimed at finding out the impacpice hike over the lower middle class. Out of797.
percent people only 9.8 percent are trying to reduging electrical appliances to reduce their &ebill,
but 8 percent of the people are reducing theiydslzaar, 6.7 percent stopped going out unnechssard
4.9 percent are not attending social parties.

« In Shreemongal, (Sylhet, Bangladesh) 2.3 percethefpeople do not bargain at all while doing
their daily bazaar. However, it was revealed thatrd) their daily bazaar 45.6 percent of the
consumers were bargaining regularly and 45 percau@sionally. In purchasing fish and
vegetables, 30.2 percent bargain.

. 81.9 percent of the people in Sylhet area do moktof cutting the education expenses of their
children.42.9 percent try to reduce their educaéirpenses by not keeping private tutors and 21.4
percent try to teach their children themselves. @dger, a significant percentage of parents
convince their children to use bus instead of motehicles, advise their children to use
stationeries properly, and give homemade Tiffindfoinool.

« 75.4 percent of the people participate in entemaint related activities. Those who participate,
among them 26.3 percent watches TV, 18.4 percead reewspaper, and 10.5 percent go for
outings as their sources of entertainment in Dluitla

. To cope with medical expenses, 38.5 percent imedydhrea try to avoid going to specialist as
much as possible because of high fees, while 28r8ept take medicine when they feel it is
necessary and 11.1 percent try to take homeopateiticines in case of normal and even in
complex diseases.

. 10.4 percent opinioned that population boom, @@@nt administrative inefficiency, 7.6 percent
corruption, and 3.5 percent opinioned that politmandemonium were the main reasons for price
hike. Beside those, the reasons people pointecdmublack money, greediness of businessmen,
extra imposed tax and VAT, changing life style ebple, increased demand of people, etc.

e 23.6 percent opinioned that population boom, 5.Ece# political pandemonium, 3.6 percent
corruption and administrative inefficiency, and percent opined that the new pay scale were the
main reasons for price hike. Beside these, theratasons people pointed out are changing life
style of people, terrorism, and competition amoagpte for status and advertisement.

* Recent price hikes responsible for up growing dariaes.

* Price Hikes increase social & economic discrimioratas well as creates various social classes.
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e More than 66% people of lower middle class (Incdméow BDT 10000/-) are failing to meet
fundamental needs.

54 %( Approx) people (Income below BDT 10000/-) dadling to get proper treatment or
suggestion of a specialist physician.

5. Recommendation

It is obvious nowadays that the price of everythiragmging from essential daily commodities to
transportation, educational, medical and other es@e are increasing. According to the study, as a
consequence of the price hike, the majority (9&ent) of the people in Dhaka metropolitan citd &m
other parts of the country are facing deep troublgoping with the situation. In Sylhet & Dhakaycit4.30

& 43.8 percent of the people think that becausepi€e increase of almost everything, they are
encountering economic hardship.

To help people to overcome this economic crisisppeérom all walks of life should come forward and
take necessary steps against this price hikesowiolly steps should be takgnick action:

1) To control price of commodity deposit rate aedding rate of Banks should control.
2) Provide more importance to agriculture sector.
3) Control Business syndicate as well as stockibst create artificial crises in market.

4) Provide micro credit facility by government. Timterest rate of that disbursement should not more
than 6%.

5) Import duties of fundamental goods have to deduc
6) Consider corporate tax rate.
7) Established government regulated mega shop.
8) Tax rate of medical instrument & medicine shamldimum.
Long run Action:
1) To remove unemployment problem seek differentaes of sector.
2) Utilize our natural gas directly by government.
3) Growth rate of population control.
4) Indifferent monetary policy provides both puligrivate sector.
5) Overall control of malpractice.
6. Conclusion

Price hike of essential commodities has been aemaftconstant concern for the people of Bangladesh
general and the poor and the fixed wage earneaiiticplar. Due to increase in food prices, inflatis up

in many countries and the external balances of meistommodity importers have deteriorated. These a
affecting the net food importing developing cousdrivery badly. Even within the countries which are
expected to benefit, the poorer segment of theegpoir the net food buyers are likely to suffemirguch
rising food prices. On balance, poverty is expedtedise in the poorer countries like Bangladeshe T
short-run impacts of higher staple food prices omgoty may differ considerably by commodity and by
country, but, poverty increases are much more &pfjuand larger, than poverty reductions. The recen
large increases in food prices appear likely tegaiverall poverty in low income countries like Btesh
substantially.
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Table 1.Percentage of retail price change of essential commodities

Commodity Unit | 2005 2006 2007 2008 2009 2010 2011
Rice(Coar se) lkg | 16 17 21 31 22 29 32
Rice(M edium) lkg | 19 19 24 35 26 34 39
Rice(Fine) lkg |24 23 27 40 32 39 46
Atta(White) lkg | 18 20 27 37 20 23 30
Soyabean Oil 1Lit. | 49 53 73 104 75 80 107
Palm Oil 1Lit. | 39 45 71 85 60 69 96
Masur Dal 1Kg | 48 59 65 90 99 100 91
Potato lkg | 18 17 17 14 21 13 9
Onion lkg | 30 16 33 21 26 23 21
Garlic lkg |54 70 56 34 55 125 145
Powder Milk 2kg | 637 681 890 1114 1089 981 982
(Dano)

Sugar lkg |43 45 32 35 43 48 57
Egg(Farm Red) 4pcs. | 21 17 17 22 26 24 24

Source: Department of Agricultural Marketing, Ministry of Agriculture, Peoples Republic of
Bangladesh, June 2011.
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