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Abstract: The study explores the reasons behind the emergence and evolution of the third sector in developing
countries’ contexts with a particular focus on Bangladesh. Volunteer groups, non-government organizations
(NGOs), and other social organizations make up the third sector of an economy. Many third sector organizations
(TSOs) work alongside government and corporate groups in the modern world, both in developed and developing
countries. TSOs, on the other hand, have not emerged in the same way in industrialized and developing countries.
Based on secondary data, the study reveals significant diversity between the two nations. In the case of
Bangladesh, several NGOs began working to satisfy societal needs soon after the liberation war in 1971. Natural
and man-made calamities, poverty, and a slew of other socio-economic issues prompted several social
entrepreneurs to create TSOs later. The study has academic implications for understanding the third sector’s
diversity between the developed and developing countries
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1. Introduction

The third sector of the economy is made up of non-profit, volunteer, and social groups (Alcock, 2010). Each
economy has a third sector in addition to the private and public sectors. In an economy, there is market failure
(GUI, 1991), government failure (Defourny, 2013), and coordination failure (Enjolras, 2000), hence the
existence of the third sector is justified. However, the size of the third sector in an economy is determined by
various factors in numerous economies. In Europe, the size of the third sector has a considerable impact on the
calculation of national income (Anheier et al., 2014). In the Netherlands, the third sector accounts for over 10%
of GDP (Gross Domestic Products). In contrast, the third sector accounts for 4.1 percent, 5.3 percent, and 2.4
percent of GDP in Germany, Sweden, and the United Kingdom. However, due to a lack of controlled data, the
third sector's contribution to most economies, particularly in developing nations, remains essentially
unguantifiable.

From a development perspective, the third sector is contributing a lot to every economy. Studies reveal that
the rise in per capita income, level of education, development and altruistic mindset that results in the inception
of third sector organizations (TSOs) in an economy. However, the developing countries are characterized
mainly by low per capita income, significant illiteracy rate, and widespread corruption. Nevertheless, there exists
a large number of TSOs in developing countries. Eventually, the evolution of the third sector in developing
countries requires scientific investigation.

Following the terrible hurricane of 1970, national and international non-governmental organizations (NGOSs)
began operating as relief groups in Bangladesh (Hasan, Mulamoottil, & Kersell, 1992). Between 1990 and 2000,
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the Bangladesh NGO Affairs Bureau registered 2534 non-governmental organizations (NGOs) (NOAB). In
addition, there is an untold number of volunteer organizations operating in the local economy, with a large
number of them registered with the Department of Social Services (DSS). Since its founding in 1990, the NOAB
has approved 29134 projects, totaling a total of $12 billion in funds. By 2020, NGOs in Bangladesh will have
received 50% of the country's official FDI.

Given this background, the evolution of such a significant sector in the economy requires scientific inquiry.
For this, the present study thus tried to explore the evolution process of third in the developing countries,
focusing on Bangladesh. The following sections present the literature review, methodology and the findings,
followed by a discussion and conclusion.

2. Literature Review

Despite the lack of data on the third sector in many countries, various studies have sought to identify the
determinants of the third sector in an economy (Kala, 2008; Kim, 2011; Moulaert & Ailenei, 2005; Spicka,
Arltova, Boukal, & Smrcka, 2017). Other studies were conducted to find factors related to third sector
organizations from historical (Kalogeraki, 2020; Lim & Endo, 2016) and social (Alexander & Smaje, 2008;
Belzunegui-Eraso, Erro-Garces, & Pastor-Gosalbez, 2013; Grieve & Olivier, 2018; Hughes, 2019; Kala, 2008)
perspectives.

In the context of the Visegrad Countries, Spicka et al. (2017) suggested that GDP per capita is a crucial
predictor of the non-profit sector. After the fall of Japanese colonialism in Korea, Bidet (2002) claims that
political embeddedness and cultural embeddedness are the key distinguishing qualities of Asian nations. Another
study (Lim & Endo, 2016) looks at the social economy's advancement in terms of two factors: third-sector
groups' political strength and the degree of governmental involvement in the social economy.

The historical determinants of third-sector organizations, on the other hand, were undertaken predominantly
using Rokkan and Esping-proposed Andersen's theoretical frameworks(Kim, 2011). Nonetheless, service-
learning, which entails accountability, solidarity, and reciprocity at the individual level, encourages students to
participate in community service in more significant numbers (Sotelino Losada, Mella Nufiez, & Rodriguez
Fernandez, 2019). Objective variables do not enhance the effectiveness of non-profit organizations in the
Volgograd Region of the Russian Federation (Vasilieva, Danilova, Poltavskaya, & Strizoe, 2018). Wong and Jun
(2006) stated that the failure of state and public entities is also responsible for establishing a big third sector in
China when it comes to delivering old-home services.

In a nutshell, research undertaken in industrialized countries shows that the size of the third sector is
determined by population, market size, and the relationship between the government and the lucrative private
sector. These studies also discovered that different care systems for the elderly and GDP per capita significantly
affected establishing a primary voluntary sector in industrialized countries. However, in developing countries,
particularly Bangladesh, the third sector and its economic factors remain underdeveloped.

3. Methodology

The study is based on secondary data. Data for this study have been collected from several sources- World
Development Indicators (WDI) given by World Bank (WB), Asian Disaster Reduction Center (ADRC), and
Affairs Bureau (NOAB) of Bangladesh. The analysis mainly relies on descriptive analysis.

4. Findings

4.1. Historical evolution of third sector in Bangladesh

Non-government organizations (NGOs) originally appeared in Bangladesh shortly after the country's
liberation war in 1971. Gano Shasthya, for example, began as a mobile medical unit supporting freedom fighters
in 1971; RDRS began by providing post-war rehabilitation services and supporting infrastructure development
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in the north-west region; and BRAC, the world's largest non-governmental organization, started by providing
relief and rehabilitation assistance to a community of fishermen in Bangladesh (Sajjad, 2004). Bangladesh is
also subject to natural disasters (Haider, 2011). Following the terrible hurricane of 1970, domestic and
international non-governmental organizations (NGOs) began working in Bangladesh as relief organizations
(Hasan et al., 1992). Many overseas philanthropic groups garnered considerable infusions of funding from
abroad as the war-torn economy was rebuilt. They were primarily concerned with giving food and other supplies
to the war-torn population during this time. They started by providing clothing, medical supplies, and food and
then grew to include homes for war victims. By 1973, NGOs had united vast groups of people who had
previously worked with national and international relief organizations. They had once established an effective
organizational structure for carrying out grassroots activities. It was around this time, according to NGO leaders,
that they discovered that relief efforts do not fix the poor's problems. They argued that NGOs' standing would
improve if relief efforts and resources could be channeled more beneficially by incorporating the recipients
themselves.

4.2. Number of NGOs registered over the years
The number of NGOs registered over the years does not show an increasing trend.

Figure 1 shows the number of NGOs registered in Bangladesh since 1996. Before 2006, the numbers of
NGO registration were below 100 per year, with a top of 83 in 2000 and the lowest was 61 in 1998. However, in
2006, the number of NGO registration dramatically increased to 132 followed by 116 in 2007.
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Fig. 1: Number of NGOs registered over the years

It continued to decline in 2008. But in 2009, some 126 new NGOs got registered. In recent years, NGO
registration is declining. In 2006, there was a shift in the government structure from democratically elected to a
caretaker government led by bureaucrats. This interim caretaker government continued till 2008 and a new
democratic government was formed in 2009. During this period, the number of NGOs registered was
significantly higher than in other years.
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Table I: Number of projects (more than 1000) by years and potential reasons for third sector intervention

Number of | Potential reasons that required third sector
NGO intervention
projects
Year approved
World Bank reveals, 40% of the drinking water
1999 1045 in Bangladesh was found Arsenic contaminated
2005 1193 Country-wide bomb attacks by a militant group
2008 1462 Global financial crisis
2009 1042 A devastating cyclone hit the coastal areas
Two large fires and a devastating storm killed
2010 1172 more than 200 people
Dramatic fall in stock market indexes in
2011 1120 Bangladesh
Man-made disasters mentionable- fires, sinking
2012 1077 ferry
Severe political unrest erupted due to the war
2013 1048 crime issue
Political unrest and man-made disaster
2014 1116 continued
Political unrest and man-made disaster
2015 1035 continued
Massive Rohingya refugees influx from
2017 1037 Myanmar to Bangladesh
2018 1625 General election, students protest on the streets
2019 1600 Fires, cyclones, and student protests continued

4.3. Number of projects approved for the third sector and disaster death

One of the major functions of the NGO Affairs Bureau is to approve foreign-funded projects for voluntary
activities. The following Figure 2 shows how many projects were approved by NOAB in different years and the
number of deaths resulting from natural disasters. Since historically, the NGO sector is developed in the post-
liberation war crisis, other studies (Muhammad, 2018; Sajjad, 2004) also reveal the fact. There is an upward
trend in project approval with occasional fluctuations. There is a temporary peak in 2008 when nearly 1500
projects were approved. In that year, the disaster death was also increased slightly. One of the primary reasons
behind such a substantial rise in NGO project approval was fear of the global financial crisis in 2008. In recent
years, the number of project approval were 1027, 1625 and 1600.
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Fig. 2: Number of third sector projects approved and disaster death (Source: NAB, Bangladesh 2020)

Over the years, more than 1000 projects have been approved in some years (Figure 2). The highest number
of projects approved in 2018 was 1625. The year is characterized by two big student protests on the street, as
Quota Amendment Movement (QAM) by university students and the Safe Road Movement (SRM) by the school
students mostly. At the end of the year, the general election was held, and both domestic and international
observers criticized the authenticity of the election. In other years, the economy of Bangladesh faced some
natural and man-made disasters, economic crises, and environmental and global problems. All these created
significant human sufferings that neither the market nor the government alone could mitigate. Eventually, third
sector organizations came forward and the concerned authority (NOAB) approved a substantially large number
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of projects.

5. Discussion

The study's findings reveal that the evolution of the third sector economy in Bangladesh is largely related to
disasters and economic uncertainties. Both market and government fail to respond immediately during such
emergency periods (Alcock, 2010; Defourny & Nyssens, 2017; GUI, 1991). Hence, the intervention by the third
sector becomes necessary. This finding reflects the theories behind the third sector development. While in
developed nations, the development of the third sector depends on the per capita income, level of tertiary school
enrolments and the welfare activities of the government (Spicka et al., 2017). Higher education level and the
large per capita income makes people more dedicated to society through altruism that develops third sector
organizations (Bezhani, 2015). However, developing countries are characterized by low levels of per capita
income and a lower rate of tertiary school enrolment. Hence, following the same approach from developed
countries, the third sector can not emerge in developing countries.

6. Conclusion

The third sector in an economy comprises voluntary organizations, non-government organizations (NGOs),
and other social organizations. In the modern world, both in developed and developing countries, many third
sector organizations (TSOs) work apart from government and private organizations. However, the emergence of
TSOs in developed and developing countries is not based on similar backgrounds. There is significant diversity
between the two nations. In the case of Bangladesh, immediately after the liberation war in 1971, many NGOs
started working to meet social needs. They collected funds from home and abroad. Later on, natural and man-
made disasters, poverty, and many other socio-economic problems pushed some social entrepreneurs to develop
TSOs. However, in developed countries, people get involved in TSOs with a higher per capita income, education,
and a generous mindset. The present study findings will benefit the researchers working in the third sector to
understand the nature and evolution of TSOs both in developed and developing countries. Nevertheless, the
research did not cover the econometric analysis of the variables that determine the third sector development in
developing countries. Eventually, future investigations can focus on more quantitative approaches to find the
factors behind the emergence of TSOs in developing countries.
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