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Editorial

Traditionally, management accountants have focused on the tasks of counting, comparing, recording, and 

reporting financial information. To remain vital members of their organizations, management accountants must 

develop more breadth. It is imperative that management accountants become knowledgeable about trends 

affecting business and finance, prepared to change the types of tasks they perform, and willing to acquire the 

necessary knowledge and skills to function as full-fledged business partners. Management accountants are 

experiencing evolutionary change in almost all dimensions of their professional work environment. 

Increasingly, management accountants are being asked to become business partners and change agents. 

Computer technology and intense business competition are propelling this change in role from transaction 

processor to business partner. In this age of technology and competition, current and useful information is the 

key to business access. By positioning themselves as information specialists, management accountants can 

ensure that they will continue to be involved in management decision making. In addition, management 

accountants must develop a thorough understanding of all aspects of a business, apply analytical skills to the 

detection of trends and the development of forecasts, provide insightful advice to top management, and serve 

as change agents. Accountants who view their jobs as historical data gatherers and reporters of financial 

information may find themselves victims of re-engineering. The Institute of Cost and Management 

Accountants of Bangladesh (ICMAB) should be prepared to accommodate all these changes and the changing 

role of cost and management accountants in business as well. 

The fundamental role of management accountants in 21st century companies is to support the creation of value 

for the customers. Value creation starts with the customer. Everything we do as manufacturers must be focused 

on customer needs and desires for products, services, and other value-added offerings. Our existing customers 

understand the value we create for them. But our customers may not be aware of their future needs; and we 

must anticipate and innovate to create new value; through innovative products, services, and processes. It is 

vital that we understand the value we provide to the customers; both now and in to the future. At the end of the 

day, our companies will only prosper when we provide increasingly high levels of value to the marketplace. On 

the other side, as a result of increased competition, cost management is growing in importance. Although cost 

management is closely related to management accounting, it is an entirely different field of knowledge. Cost 

management techniques, such as activity-based costing, target costing, value-chain analysis, economic value-

added measurement, and life cycle costing, can be completely separated from the financial reporting system. 

However, the management accountant can play an important role in cost management by developing certain 

skills. ICMAB can play a vital role in this regard by introducing contemporary courses in it's' syllabus and 

requires a complete shifting of evaluation and/or examination system now in place. 

Management accounting plays a key role in organizations today. The top accountant in most organizations is 

the Chief Financial Officer (CFO). All accounting functions report to this individual, including the cost 

accountants, the financial and tax accountants, the internal auditors, and systems support personnel.  Though 

much management accounting originates within these positions, all decision makers in the organization must 

understand how to create and use good management accounting information.  Management accounting is also 

being significantly affected by dramatic improvements in computer technology. Today's technology allows 

management to track performance information that goes beyond the cost-based information of historic general 

ledger systems.  Good management accounting involves a responsibility to manage a wide variety of critical 

information. As a result, management accountants need to understand that management accounting is not just 

for manufacturing companies.  Service and merchandising industries represent a much larger portion of the 

global economy than does the manufacturing industry.  Further, the advent of the Internet and e-commerce is 

bringing dramatic changes to many companies and industries.  So both the institute and members should be 

well equipped with necessary strategies and skills respectively to cope up with the changing needs of the 

society. 

The Changing Role of Management Accountants

and Strategic Focus of ICMAB

The Cost and Management, September-October, 2013
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Trade Facilitation in Bangladesh: Hindrances and Needed 
Initiatives for Export Competitiveness 

Dr. Mohammad Abu Yusuf *

Md. Sarwar Hossain**

Mahbub H. Mazumdar FCMA***

Abstract: This paper examines the hindrances towards trade facilitation (TF) and the initiatives taken by Bangladesh 

to facilitate trade. The objective of this paper is to understand the significance of trade facilitation and advance some 

concrete suggestions based on existing state of TF for further improvement. A combination of primary and secondary 

data sources were used in the study. The study finds that traders in Bangladesh face delays and inefficiencies in 

import and export clearance due to complex lengthy official formalities, inadequate logistics support (at port, rail and 

roads), inefficiencies of the national standards setting organization BSTI and lack of integrity from both the public 

and private sector (untrue declarations by the trading community). The study suggests that the efforts of a single 

Customs or Port administration are not sufficient to facilitate trade; rather an integrated approach is imperative to 

facilitate trade and enhance export competitiveness.

Keywords: Trade Facilitation, Customs, Authorised Economic Operator (AEO), Advance Ruling, Management 

information system (MIS), World Trade Organization (WTO), Export Competitiveness. 

Introduction:

Trade facilitation is defined as: 'Trade facilitation (TF): any 

measure aimed at expediting the movement of goods and 

reducing the costs of cross-border trade. It is a  key 

determinant for effective participation in the global 

economy; Trade  facilitation  also  covers  the  improvement  

of  transport infrastructure, removal of government 

corruption,   reduction  of  customs  tariffs,  resolution  of  

nontariff  trade  barriers,  export  marketing  andex   port 

promotion (Granger,2008, p. 20).  The main objective of 

trade  facilitation is to improve the overall tradeenvironment 

and reduce trade costs. 

Trade facilitation is critical for export competitiveness 

because it reduces the cost of doing international trade. 

These costs include: Compliance costs (producing and 

transmitting required documents), service charges (cargo 

handling, banking), time-costs (processing time, procedural 

time, business opportunities costs (lost business) and costs 

related to unpredictability and corruption (Cosgrove-Sacks 

and Apostolov, 2003).  De, Khan and Chaturvedi (2008) 

showed in a recent ARTNeT study, that a 10% fall in 

transaction costs at the border can increase a country's 

exports by 3%. Trade facilitation can have significant impact 

on economic development and poverty reduction. Studies by 

the OECD Trade Committee show that the benefits of trade 

facilitation reforms are multiple and occur on different fronts 

and for different stakeholders such as government, private 

sector and consumers. Simplified and  efficient international 

trade and  customs operations can significantly reduce trade 

transaction costs, resulting  in increased  trade  and welfare 

gains, particularly for developing/LDC countries (Lesser, 

2007). Improved trade facilitation measures  such as 

simplification of customs procedure and port formatlies  

helps a country to enjoy comparative advantage vis-à-vis 

other trade counterparts.  Facilitation is particularly needed 

at import stage because countries mostly improved their 

export procedure significantly considering export as the 

prime dirver of economic development. Import facilitation is 

vital because it also affects export performance and 

competiitveness adversely. Import still faced more hurdles 

and costs than exports. For example, Bangladeshi importer 

has to pay additional costs of US$ 400/container for 

completing import procedures compared to export while the 

same is about $80 for rivals India and $70 for Sri Lanka 

(ESCAP/ADB,2013 p.23). It shows how an economy loses 

its competitiveness compared to its rivals due to procedural 

delay and associated cost escalation. 

Facilitation of trade through improving Customs and port 

administrations, as well as removing other non-tariff barriers 

supports the just-in-time supply chain approach required by 

internationally competitive manufacturers. According to the 

Organisation for Economic Cooperation and Development
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(OECD), for every 1 per cent saving achieved in transaction 

costs the worldwide benefit would be USD 43 billion 

(Sandford & Temby 2010).

Hoekman and Nicita(2010) find domestic trade costs to be 

more limiting for international trade than tariffs. According 

to them, a 10 per cent reduction in the costs associated with 

importing (exporting) would increase imports (exports) by 

about  5 per cent  At the international level, trade facilitation 

has become an important aspect of the current World Trade 

Organization (WTO)  negotiations following the Doha 

Ministerial Declaration, and prior to that it washigh on the 

agenda at the 1996 Singapore Ministerial Conference. 

Within the WTO negotiations, GATT,Articles V, VIII and X  

are related to  trade facilitation.  These articles specifically 

contain provisions to facilitate trade with regard to freedom 

of transit, fees and formalities and publication of trade 

regulations regularly. 

One reason why trade facilitation is seen as important 

agenda item for international organisations  such as the 

World Customs Organization (WCO) and WTO is because 

international trade operations involve a numbger of 

governmnet organisatsions  and private sector entities. These 

agencies include Customs, Ports, Import and Export Control 

Authority, Ministry of Commerce, Standareds and Testiong 

Organziations and Ministry of Communications. This study 

assess the roles Customs, Ports and Testing play in trade 

facilitation their limitations and to remedy the shortcomings 

limitation  to  reduce  theoverall transaction costs. This study 

contributes to the literature on trade facilitaion by 

highlighting the critical role of different agencies and thus 

building  a case for more efficient traded infrastrucutre 

(Customs, Ports, Logistic and Testing Agencies) using 

evidence from Bangladesh.

Data collection technique: This study is based on both 

primary and secondary data.  In collecting data from primary 

sources, we haveused indepth facetoface interviews of 

different stakeholders involved in border trade. The 

stakeholders included traders, customs officials, customs 

brokers, port users, customs officials, customs brokers,  and 

Policy analysts. Thirty semi-structured interviews were 

conducted  during 2010-2011. The respondents were: 12 

from the trading community, five from customs departemnt, 

two from the port users, seven from customs brokers and 

four from policy analysts. Purposive sampling was used in 

selecting the respondents.  

Role of Different Government Agencies in Trade 

Facilitation: Trade facilitation requires an integrated 

approach because it needs the combined effort and efficiency 

of relevant government agencies as well as private sector 

parties and individuals   This study is confined to the role of 

three/four main agencies: Customs, Port, Logistics and 

Testing Agencies. 

Role of Customs:  Simplification and harmonization of 

customs procedures is a precondition to facilitate trade. 

Many developing countries have unilaterally reformed their 

customs procedures, and reduced layers in decision making 

to make it faster, simpler and easy to operate. In order to 

simplify customs procedures,WCO's International 

Convention on the simplification and Harmonisation of 

Customs Procedures, known as the Revised Kyoto 

Convention (1999) prescribed  a set of prinicples and  31 

Annexes. These principles and annexes   provide  standards  

and  best  practices  for  customs procedures and related 

arrangements. However, the Convention originally drawn up 

in 1973  has not been a very successful multilateral 

instrument since because of its non-binding nature. 

Bangladesh customs has simplified its procedure to a large 

extent in recent years. Still, is suffers from some limitations. 

For example, it does not have a simplified procedure even 

for samples, nor a de-minimis provision. Section 18 of the 

Customs Act provides for non-levy of duty and taxes on 

small shipments. However, the limit of Tk 1,000 per 

consignment or duty and tax are very low. (DTIS, 2013, 

p.168) As a result, all packages are treated the same, 

resulting in unsatisfactory clearance times (1-5 days) for 

samples. The adoption and introduction of Immediate 

Release Guidelines developed by the WTO could be one 

possible solution to this problem.  Excessive documentation, 

physical inspection, and sometimes multiple inspections in 

the presence of more than one agency cause delay in 

customs clearance.  One  estimate shows that cost may 

increase 7 to 10 per cent of the value of world trade (Staples 

1998; Uzzaman and Yusuf,2011). It is however to be noted 

that the business community is also partly responsible for 

more physical examination and delay in customs processing. 

A segement of importers have the tendency to submit false 

invoice to Customs. The detection of gross under-invoicing 

and incorrect classification of goods imported by Airtel and 

GrameenPhone at Dhaka Customs House,  highlights  some 

importers' tendency to undervalue with a view to evading 

duties and taxes. Such under-invoicing and untrue 

declaration results in more physical examination, often in the 

presence of Customs Intelligence officials, and other 

relevant department officials cause further delays in customs 

clearance (Uzzaman and Yusuf, 2011).

Like other countries, customs procedures in Bangladesh also 

suffer from manual operations, arbitrary decisions, 

underhand payment  and delays in clearnce. Despite 

simplification of customs procedures in recent years, 

Customs formalities  in Bangladesh  are still lengthy and less 

efficient , leading to delays in therelease of goods from 

Customs.

With  regard  to  delays  and  arbitrary  decisions  by  

Customs,  the  majority  of  respondents from m  the trade 

bodies mentioned discretionary power of cutsoms authority 

along with  along with the shortage of manpower, manual
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operation, lack of integrity in both Customs and business side  

often  created problems in the prompt delivery of goods. 

Logistics (Roads, Ports and Rail) for trade 
facilitation 

In Bangladesh, Chittagong is the biggest sea port. It handles 

more than 85 percent of Bangladesh's foreign trade .In 2010 

Chittagong handled just less than 1.4million 20-foot 

equivalent units (TEUs) of containerized traffic. The port is 

however plagued with labour problems and inefficiency. The 

turn-around time9  at Chittagong port is much higher (more 

than 5 days in Chittagong Port versus 2 days in Bangkok and 1 

day in Singapore) than that of other ports in neighbouring 

countries Hasan 2007). Chittagong port is plagued by labor 

problems, poor management, and lack of equipment. Port 

users allege that equipment deficiency poses challenges to the 

operational activities in the port. Moreover, transport networks 

connecting the ports with hinterland are underdeveloped and 

beset with logistical problems. Such logistics problems impose 

significant costs on exporting and importing firms. 

The Dhaka-Chittagong highway is the main highway used by 

trucks to carry outbound goods/containers to Chittagong Port. 

This highway is congested from the high volume of traffic, as 

well as from bottlenecks at specific locations such as bridges 

and intermediate centers. Congestion increases transit times 

and hampers reliability of the highway. Transit times can be as 

high as 12 hours when they should be less than 4 hours with 

free-flowing traffic. Transit times by rail, the only other mode 

of transport, are even longer (close to 20 hours).The long 

transit times adds to the costs of trade. The limited and 

unreliable capacity of rail and inland water transport services; 

and road infrastructure impedes trade. These factors lead to 

minimal containerization of trade on the Dhaka-Chittagong 

corridor, which in itself is the most cost-efficient medium of 

transport.  Berg et al. (2011) identified Low railway capacity, 

poor direct connectivity of the port to international markets, 

and congestion along the Dhaka-Chittagong highway are the 

major sources of inefficiency (Berg et al. 2011). The 

inefficiency of logistics and resultant delay and escalation in 

cost adversely affects export competitiveness of Bangladesh. 

Standards setting body and testing agency's role:  Standards 

and testing agencies are important in facilitating trade. The 

reason being that the Bangladesh Import Policy Order requires 

testing certificates for many products and origins issued by 

both the exporting country and the Bangladesh Atomic Energy 

Commission. For example, food items need to be certified to 

be 'free from radio activity' by Atomic Energy Commission. 

For import of milk and milk products, the IPO stipules that 

imports must be accompanied by certificates for the absence 

of melamine; certificates for the purity of oil palm products 

(including palm oil, palm olein, and RBD palm stearin). While 

the import requirements have legitimate reasons   like food 

safety, they are formulated in a way that offers little protection 

but inflicts unnecessary costs on trade and the consumer.

The Bangladesh Standards and Testing Institution (BSTI) is 

simultaneously the Bangladesh national standardization body 

(a regulatory agency) and a provider of conformity assessment 

services. It mainly impacts Bangladeshi trade by mandating 

standards and associated inspection and testing. BSTI strongly 

influences the adoption and formulation of mandatory 

standards while simultaneously benefitting from the incomes 

from testing, inspection, and certification against these 

mandatory standards. This is where BSTI structure (many 

responsibilities) allows conflicts of interest. These mandatory 

standards have no value to export industries (Raj Sud 2010). 

As the  main national agency, BSTI provides conformity 

assessment, standards and calibration services. But it is 

ineffective in providing services to exporters or industry due to 

its predominant focus on regulatory functions such as 

mandatory standards enforcement and weights and measures 

enforcement. Another limitation of BSTI is that it does not 

provide information services or undertake any promotional 

activities on standards for trade and industry. As a result trade 

and industry often remain in the dark about the 

standards/compliance issues and trade suffers due to non-

compliance. BSTI lacks capacity to serve industry due 

shortage of skilled manpower, and a lack of credibility and 

recognition of the reports issued (Raj Sud 2010, p. 2). A 

survey of BSTI clients in various sectors conducted in 

September 2010 revealed a high degree of dissatisfaction with 

BSTI services. The survey covered the four major services 

delivered by BSTI-product certification, testing, calibration, 

and standards development. Overall, 41percentof the 217 

randomly selected respondents among BSTI's clients and 

standards committee members expressed their dissatisfaction 

with the services of BSTI. Respondents indicated a number of 

reasons for their dissatisfaction, including slow service, no 

benefits provided (from mandatory certification), and lack of 

credibility (from testing services). In particular, respondents 

were dissatisfied with mandatory certification (Raj Sud 2010) 

and its necessity in some cases. The only part of BSTI that 

does provide some level of services is the metrology 

department, supported by the EU-funded and UNIDO-

implemented project BEST-BQI. 

Bangladeshi food safety standards are set by BSTI. These 

standards are mainly based on the international Codex 

Alimentarius standards. BSTI itself focus on the 

implementation of the mandatory food standards for which it 

is responsible. In general, food inspection in Bangladesh is 

rather complicated and involves multiple ministries and 

agencies. Fifteen ministries are involved in food safety and 

quality control and ten ministries are directly involved in food 

inspection and enforcement services. The overall coordination 

body for food safety and food control at the national level is 

the National Food Safety Advisory Council (Bangladesh 

Diagnostic Trade Integration Study,2013).
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Involvement of so many agencies in food safety services 

often inhibits instead of facilitating trade.  

Trade Facilitation Status in Bangladesh: Bangladesh has 

already made some progress in improving its logistics 

performance. There has been considerable expansion of the 

road network and performance improvements at the main 

trade gateway port of Chittagong. Customs and port have 

also improved their procedure through adoption of 

information technology to facilitate trade. Bangladesh's 

condition with regard to adoption of measures to facilitate 

trade is quite satisfactory. According to the 2013 OECD 

Analysis suggests that Bangladesh performs better than the 

averages of Asian and low income countries in information 

availability and fees and charges according to OECD trade 

facilitation indicators. Bangladesh's performance for advance 

rulings, governance and impartiality and procedures is lower 

than the averages of Asian and lower income countries 

(figure 1). In general, Bangladeshi logistics performance lags 

in customs, infrastructure, competence of logistics service 

providers, and tracking and tracing (Diagnostic Trade 

Integration Study, 2013) (Figure 1).

Figure 1: Bangladesh's Trade Facilitation Performance: 

OECD Indicators

(Source: OECD, 2013).

Needed Initiatives for Trade Facilitation: 

Customs Department: The Customs department now 

examines consignments on the basis of risk assessment. 

However, they will have to take more proactive role to 

concentrate customs control on high risk consignments and 

expedite the release of low risk consignments. Chapter 6, page 

9 of the Revised Kyoto Convention requires the general 

adoption of a risk-managed style of   regulatory compliance. 

Assessment of risk should be based on appropriate selectivity 

criteria. Such selectivity criteria may include, inter alia, HS 

code, nature and description of the goods, country of origin, 

country from which the goods were shipped, value of the 

goods, compliance record/reputation of traders, reputation of 

the agent, duty involved  and type of means of transport. 

Internal training is needed to motivate change of "mindset" in 

a section of officials who still possess preventive mentality.    

Instead of too much physical verification, customs should 

conduct post-clearance audits in a transparent manner with a 

view to expediting the release of goods. For transparency 

reasons, Customs authority should   notify the importer/person 

whose record is audited of the results, their rights and 

obligations and reasons for selecting him for audit. Wherever 

practicable, customs may use the result of post-clearance audit 

in applying risk management for future consignments.

Offering  priority  treatment  to  complaint  entities  through  

the  introduction  of  Authorised Ec-onomic Operator (AEO) 

programs for importesr, exporters, warehouse operators, and 

Customs Agents (that meet certain compliance criteria) is 

another significant way to speed up import and facilitate trade. 

Under the AEO approach, authorised persons/entities would 

benefit minimum inspection and simplified procedures. The 

top ten trade facilitiation economies such as China, Hong 

Kong, and Singapore have also introduced such a scheme 

(Strachan, 2009). Bangladesh Customs also need to enhance 

its efficiency and effectiveness by adopting and implementing 

the  strategic visions (for all future customs operartions) 

adopted by the World Customs Organization (WCO) enttitled 

"Customs in the 21st Century: Enhancing Growth and 

Development through Trade Facilitation and Border Security 

(C21)". The C21 strategy defines 10 building blocks for 

enhanicng customs operations globally that include among 

others, promotion of customs-trade partnerships to benefit all 

parties and moving toward a knowledge-based and customer 

orientated model to build a culture of professional service 

(ESCAP/ADB,2013). 

Chittagong Port: It is imperative to keep Chittagong port free 

from all politcal progarms/hartals (ban) considering it is the 

epicentre of the national economy. The turn-around time must 

be  reduced in the interests of the overall efficiency of trade.  

In this regard, it is to be noted that Bangladesh has to ship, on 

average, 10 per cent of its garment production by air to meet 

the schedules of European buyers (Arvis et al. 2008).

Adequate staffing, necessary logistics and office equipment 

need to be supplied to enhance the efficiency of the port and  

to reduce business cosgts as business costs rise significantly 

with declining logistics performance.  Also, port workers' 

wages and other benefits need to be paid on time and the Port 

Authoriyt needs to address their genuine legitimate grievances 

to avoid  blockade and strikes. At the same time, a culture of 

discipline needs to be established and respected in port 

operations. Upgrade of Chittagong port, construction of a deep 

sea port at Sonadia Island, procurement of necessary 

equipment and reduction of turnaround time would help 

Bangladesh to promote export competitiveness. 
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Railway: Swede rail proposed dual gauges for the line 

connecting Dhaka and Chittagong as a method to reduce 

congestion (the link connecting Tongi and Dhaka already 

has dual gauges). This proposal seems to be a good 

proposal to consider for implementation (Bangladesh 

Diagnostic Trade Integration Study, 2013).  A new Inland 

Container Depot (ICD) at Tongi may be established to 

avoid congestion experienced by Kamalapur ICD. If an 

ICD is established at Tongi, it would be closer to most of 

the garment factories and this would help them reduce time 

and cost. Railway will also have to work on improvement 

of rail network and to reduce time taken for carrying goods. 

The Inland Waterways Transport System (IWT): 

Although inland waterways are cheaper than other modes 

of transport, they suffer from poor performance. The inland 

waterways transport system has immense potential to move 

higher volumes of cargo, in particular between Dhaka and 

Chittagong and between India and Bangladesh. It would 

help relieve some of the pressure from railway and 

congested roads. Dredging of channels, improving IWT 

port capacity near Dhaka, and acquisition of more efficient 

vessels can make increased use of IWT. Private Sector or 

PPP projects can help make improvements of the IWT.  

Bangladesh Standards and Testing Institution (BSTI): 

The capacity, effectiveness and efficiency of the BSTI need 

to be improved because it provides testing, inspection and 

certification against "Quality Marks" for products subject 

to mandatory certification.  BSTI could draw lessons from 

international best practices to change its structure in order 

to avoid conflicts of interest. Mandatory standards1  (known 

internationally as technical regulations) have to be based on 

food safety and hygiene issues rather than being chosen 

somewhat randomly. This recommendation is advanced due 

to the lack of relationship between mandatory standards 

and food safety issues in Bangladesh.  For example, BSTI 

mandatory standards for Yoghurt entitled "BDS CAC-A-11 

(a): 2002 for yoghurt and sweetened yoghurt" regulates fat 

content, milk solids, which bacteria culture to add and 

similar issues with no direct implications for food safety  or 

other legitimate regulatory objectives. Hygiene issues like 

bacterial counts are curiously absent (Bangladesh 

Diagnostic Trade Integration Study, 2013). 

In order to avoid unnecessary obstacles to trade (thus 

facilitate trade) and protect safety of human health (through 

SPS measures), it is recommended that regulations specify 

product performance requirements rather than product 

design or descriptive requirements. While the WTO SPS 

Agreement does not prohibit countries from developing and 

implementing national standards that are more stringent 

than international standards, WTO members must, justify 

their reasons for the use of more stringent domestic 

standard in case it restricts trade.

On balance a change in mindset of both public sector and 

private sector officials is necessary to facilitate trade. Public 

sector has to develop a service giving mentality  while the 

private sector need to  improve their integrity in customs 

declaration so that customs can extend maximum trade 

facilitation support to the business without being worried too 

much about revenue leakage/mis-declaration. Furthermore, 

celebration of a joint trade facilitation day by both the public 

and private sector could enhance cooperation between 

customs and trade for trade facilitation. The use of ICT 

devices for paperless transaction would promote export 

competitiveness through reduced time and costs and easy 

market access.  Finally, an integrated approach on the part 

of all stakeholders is imperative for TF. The procedural 

improvement in a single Customs or Port administration is 

not sufficient to facilitate trade. 

Trade Facilitation Initiatives Undertaken by Bangladesh 

Customs procedures have been simplified & automated 

substantially. The Automated System for Customs Data++ 

(ASYCUDA++) World has been installed at Chittagong 

Customs House (CCH) on July 1, 2013 to allow trade 

bodies/importers submit import declarations and Import 

Manifest online.  Dhaka Customs House and CCH have 

been automated through PPP. Simplified process map has 

been introduced at Customs Houses/stations that has 

resulted in number of pre-clearance signatures to go down 

to 5 from 25. Export clearance time for 95% of 

consignments has been reduced from 72 hours in 1999 to 3 

hours now (Khan, 2013). Four  container  scanners  have 

been installed (by Customs authority) at  the  Chittagong  

port in 2009 at  a  cost  of Tk  430 million to detect 

contraband/illegal shipments and weapons to ensure 

national security while facilitating legitimate trade 

(Uzzaman  and Yusuf, 2011).

  
1
Mandatory standards (which are internationally known as technical regulations) should only be used when core regulatory objectives are at stake. 

Import facilitation is vital because it also 

affects export performance and 

competiitveness adversely. Import still faced 

more hurdles and costs than exports. For 

example, Bangladeshi importer has to pay 

additional costs of US$ 400/container for 

completing import procedures compared to 

export while the same is about $80 for rivals 

India and $70 for Sri Lanka 

(ESCAP/ADB,2013 p.23). It shows how an 

economy loses its competitiveness compared to 

its rivals due to procedural delay and 

associated cost escalation. 
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Projects are underway (by Chittagong Port Authority 

(CPA)) to construct 600-metre long Karnaphuli Container 

Terminal on the existing general cargo berths numbers 10, 

11, 12 and 13 with construction of necessary back-up 

facilities and procurement of container handling equipment. 

Moreover, the CPA has initiated automation of container 

tracking and management system (CTMS) management 

information system (MIS), procurement of oily waste 

collection vessel and solid waste collection vessel. 

Employment of global operators on supply, operate and 

transfer basis for New Mooring Container Terminal is 

under process (Dastidar, 2013). Construction of 4-lane 

Dhaka Chittagong Highway is underway. Karnaphuli 

Container Terminal will ease the current vessel and 

container congestion. Construction of a Container River 

Terminal at Pangaon in Narayangonj (near Dhaka) has been 

completed and it awaits commencement soon to ease 

pressure on rail traffic.

Conclusion: 

Trade facilitation requires concerted efforts of all agencies 

involved in trade. Organizations have to be proactive and 

nurture a mindset to simplify operations, cutdown layers in 

decision making, and adopt global best practices to provide 

best services to trade community. However Customs, Port 

authority and Logistics providers have to play the major role 

in trade facilitation as they are the vital players. Reorientation 

of Customs authorities from a revenue collection to a trade 

facilitation focus would immensely benefit the country 

through increased competitiveness for trade and investment.  

Port authority has to better manage its limited space and 

human resources to make trade faster and reduce transaction 

costs. The proposed improvements in customs, ports, 

logistics and change in stakeholders' mindset would certainly 

contribute to an increase in the export competitiveness of 

Bangladesh products.
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Future Implications of Revised Code on Corporate Governance (CG) in the  
Context of Bangladesh: Perception of Diversified Group of Stakeholders
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Abstract:  The paper tries to explore the future implications of revised code on corporate governance issued by 

Bangladesh Securities and Exchange Commission (BEC) on August 7, 2012 in Bangladesh. For doing so, it critically 

examines the perceptions of diversified group of stakeholders such as Investors, Regulators, Professionals, 

Academicians, Listed Companies, and Pressure groups. It is found a number of key changes are made in the revised 

guidelines. About half of the respondents (50%) speaks in favour of transparency and accountability i.e., the revised 

guidelines will ensure better transparency and accountability. Next, almost 47% respondents opine that investors' 

confidence will be regained due to the revised CG guidelines. 

Keywords: Corporate governance, Stakeholders, Revised code, Implications

Introduction:

Corporate governance is a concept that merits attention from 

the corporate world globally in the last two decades. Sir 

Adrian Cadbury in 'Global Corporate Governance Forum' 

defined corporate governance as '"Corporate governance is 

concerned with holding the balance between economic and 

social goals and between individuals and communal goals. 

The corporate governance framework is there to encourage 

the efficient use of resources and equally to require 

accountability for the stewardship of those resources. The 

aim is to align as nearly as possible the interests of 

individuals, corporations and society" (Cadbury, 2000). 

Corporate governance acts as prerequisite for nurturing 

transparency, accountability and creating long-term value. In 

recent years, corporate stakeholders across the globe have 

become more concerned than ever about the quality of 

corporate governance practices and a series of corporate 

collapse (for example, Enron, WorldCom, OneTel, etc.) in 

different parts of the world has contributed to their interested 

concern. Sound CG practices are the foundation upon which 

the investors' confidence is built. On the other hand, poor 

CG practices lower the confidence level of a company's 

stakeholders especially that of investors as they are the 

providers of corporate finance and require assurance that 

their investment will generate reasonable returns and be 

protected (Afroze & Jahan, 2005). Taking all these into 

consideration, The BSEC has issued the CG guidelines on 

20th February, 2006. The recent stock market collapse in 

Bangladesh followed by a good number of companies' 

earnings management and lack of investors' confidence 

happens due to lack of good corporate governance as per 

view of many experts. This may be possible reason that 

BSEC has revised its previous code on CG in 2012. The 

present study makes attempts to critically examine the 

changes in between the existing code and the revised code 

and finally tries to explore the perceptions of different 

stakeholders as to the future implication of such changes on 

the business, the economy and the society at large. 

Necessity of having a code of corporate governance:

It is better to have a framework for the code on CG in a 

country. Corporate governance (CG) guidelines (codes) 

"…are  a set of 'best' practices' recommendations regarding 

the behaviour and structure of a firm's board of directors 

issued to compensate for deficiencies in a country's 

corporate governance system regarding the protection of 

shareholders' rights" (Aguilera and Cuervo-Cazurra 

2004).These recommendations usually include a 

comprehensive set of norms regarding how a company will 

be governed. Though the content and the nature of the codes 

vary across countries, two main objectives of the code may 

be identified: a) to improve the quality of companies'board 

governance; and b) to increase the accountability of 

companies to minority shareholders while maximizing 

shareholder or stakeholder value (Aguilera &Cuervo-

Cazurra, 2004). 

Developing and using a code to strengthen good governance 

can not only benefit the organization at the micro level but 

also the whole nation at the macro level. The Taskforce on 

Corporate Governance (2004) sought out several potential
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benefits of having a code of corporate governance as 

follows:

a) An economy with sound system of corporate 

governance will be rewarded with  more investment 

and higher quality investors;

b) Corporate governance systems can better enable the 

capital market, private investors, international donors 

and financial institutions to identify and fund 

successful enterprises;

c) By identification of better performing enterprises, and 

thereby more efficient allocation of capital, corporate 

governance can lead to greater economic growth by 

enabling the country to maximize the resources it has; 

and

d) A culture of corporate governance will begin to address 

the pervasive corruption that cripples the economy and 

development as a whole. In short, corporate 

governance can be a catalyst for change, for higher 

economic growth, for a more efficient use of resources, 

for private sectors that are accountable to investors and 

society, for a reduction in corruption, and for a healthy 

climate of investment atmosphere. 

Literature Review: 

In today's corporate world, corporate governance is a big 

buzzword. Corporate governance is a pervasive concept, 

which basically tells about the code of conduct of the 

Company's operation. The term 'Corporate Governance' gives 

an important insight regarding how a business should be 

governed. Sarkar & Ahmed (2007) conceptualized the issue 

as, "Corporate practice to meet the corporate objectives". 

Ahmad & Baree (2000) viewed corporate governance as, 

"The system by which business organizations are directed 

and controlled. It's structure specifies the distribution of 

rights and responsibilities among company's different 

participants, such as board, management, shareholders, and 

other stakeholders. Transparency and accountability are its 

major attributes." Bangladesh Enterprise Institute (BEI) 

started an extensive effort to develop corporate governance in 

Bangladesh in 2003. On January 9, 2006, the BSE issued a 

number of corporate governance guidelines to be followed by 

the listed companies. This is basically a landmark in the 

journey of corporate governance. The objective is to boost up 

the capital market by protecting the minority shareholders 

and improve the corporate governance scenario. The 

Commission revised its order by a notification dated 

February 20, 2006. Prior studies show that listed companies 

have accepted the notification with positive intent as evident 

from their degree of compliance with the Commission's CG 

guidelines and disclosures of compliance statement in the 

annual reports (Imam 2006; Mohiuddin, Abdullah, & 

Hossain 2008; Uddin 2008).  The BSEC issued revised 

corporate governance guidelines replacing the previous one 

on 'Comply' basis in August 7, 2012. These two guidelines 

are similar in few key issues. But in many other aspects, they 

are not same. The changes in the revised guidelines and the 

previous one are elaborately discussed in table 1.1. 

This is a big step toward achieving better corporate 

governance. But still CG scenario in Bangladesh is very poor 

and it has to go a long way to achieve the excellence. In fact, 

Bangladesh has lagged behind its neighbours and the global 

economy in corporate governance (Gillibrand, 

2004).According to a recent report in Prathom Alo, "32% of 

the listed companies don't have good corporate governance." 

To obtain a better performing CG, regulators need to 

constantly oversee the box ticking compliance report of the 

listed companies placed in the annual reports. Otherwise 

future implication becomes ineffective. Currently, finance 

division of SECB is monitoring the compliance of listed 

companies with such guidelines. But this is not sufficient 

because of their limited manpower and lack of skill. Ahmed 

(2006) states, "Without effective monitoring, all the efforts 

that the BSEC has made will go in vain." The revised CG 

guidelines will in the long term ensure profitability and 

growth for the listed companies. Khan (2013) puts forth, 

"With improved CG practice overall corporate growth will 

have a sustainable platform and in the long run quality of 

corporate profitability will enhance significantly." 

The future implications of the revised code on corporate 

governance are far-reaching in Bangladesh. Biswas (2012) 

puts forth two important implications of CG guidelines for 

the listed companies, "First, the guidelines are aimed at 

improving CG practices of the listed public limited 

companies in Bangladesh. Therefore, listed companies 

should be able to reap the benefits from improving their 

governance practices. Second, implementation of the 

guidelines is likely to be costly, particularly for small firms." 

The significant future implications of CG guidelines have 

been explored in the study namely, increase in the 

transparency and accountability of the management, 

regaining investors' confidence, stability of the stock market, 

creation of employment and GDP growth etc.

Objectives of the Study:

The broad objectives of the study are as follows:

a) To examine the significant differences or changes 

between 2006 and 2012 (revised) code on corporate 

governance, 

b) To show the future implications of revised code on C.G. 

in general, and

c) To critically evaluate the perception of various 

stakeholders regarding how the aforesaid changes in 

corporate governance affects the business, economic 

and social dimensions. 

Methodology of the Study:

Data used in the Study were basically the primary data, 

which have been collected based on a semi-structured
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questionnaire through direct interview method. Six 

stakeholder groups  (namely; Investors, Regulators, 

Professionals, Academicians, Listed Companies, and 

Pressure groups) have been selected and five respondents 

have been chosen from each group purposively.Future 

implications of revised code on corporate governance have 

been categorized into three broad dimensions namely: 

business, economic and social. In few cases, free discussions 

were made with the concerned respondents to have a clear 

idea about the response of the stakeholder groups with 

respect to the future implications of revised code on 

CG.Some journals, newspapers, conference proceedings etc. 

have been consulted in order to build the framework of the 

Study. Descriptive statistical measures have been used in 

analysing the data.

Limitations of the Study:

While carrying out the study, the researchers have 

experienced the following problems:

1.  The research was conducted in the city of Dhaka only, 

which may not be representative.

2. The researchers collected information through 

questionnaire survey which reveals approximate 

quantative results rather than absolute value.

3.  The study was highly qualitative by nature which 

barred the researchers to carry out many statistical 

analyses. 

4. Only five respondents were chosen from each of the six 

categorized interested groups, which is not quite 

sufficient to conduct an in-depth study i.e., the sample 

size undertaken does not truly give us the clear picture 

of the total population.

Comparison of 2012 CG Code with 2006 CG Code: 

BSEC issued CG guidelines in 2006 for the first time and 

recently SECB issued the revised guidelines. There is a good 

number of changes in the revised guidelines. Consequently 

these two may be compared critically in the first instance to 

examine the future implications of CG guidelines as follows:

Table 1.1: Corporate Governance Guidelines of 2006 and 2012-A 

Comparison 

 

  CG Area CG Guidelines of 2012 CG Guidelines of 2006 

Board 

Composition 

and 

Effectiveness 

� Separation between the 

Chairman and CEO roles in 

required 

� At least 1/5
th
 independent 

directors (IDs) 

 

� The definition of independent 

director has been expanded by 

including additional criteria 

� Specific qualification criteria for 

independent directors 

� The company has not entered 

into any fraudulent or illegal 

transaction violating the 

company’s code of conduct. 

� Specific qualification criteria for 

independent directors 

� IDs need to be nominated by the 

Board of Directors (BOD) and 

approved by the shareholders at 

the Annual General 

Meeting(AGM) 

� Separation between the 

chairman and CEO roles in 

proposed  

� At least 1/10
th
 independent 

directors (a minimum of one) 

 

� Specific criteria for a director 

to be considered 

‘independent’. Independent 

directors  

� Not available (N/A) 

 

� IDs need to be appointed by 

the appointed directors 

 

 

� N/A 

 

� N/A 

 

 

 

 

� The post of an ID cannot remain 

vacant for more than 90 days 

� Code of conduct for all board 

members and annual compliance 

with the same 

� The normal tenure of an ID is 

three years which can be 

extended for another one term 

only 

� N/A 

� Any member of the AC can 

be its Chairman 

� AC will assist the board to 

ensure true and fair view of 

statements 

 

 

 

Audit 

Committee 

(AC) 

composition 

and rules 

� The AC Chairman shall be an ID 

 

 

 

� 10 specific roles of AC have 

been identified 

 

� Professional qualification 

requirement for all members of 

the AC 

 

� At least one independent director 

must present to fulfill the 

quorum of the AC meeting 

� The chairman of the AC must 

present at the AGM 

� The company secretary shall be 

the secretary of AC 

 

� The AC must report any material 

finding to the SEC after expiry 

of six months from the date of its 

first reporting to the BOD or 

after reporting to the board three 

times, whichever is earlier 

 

� Professional qualification for 

the chairman of the AC only 

 

� N/A 

 

 

� N/A 

 

� N/A 

 

� N/A 

 

� N/A 

 

 

� N/A 

 

 

� The AC must report any 

material finding to the SEC 

after expiry of nine months 

from the date of its first 

reporting to the BOD or after 

reporting to the board three 

times, whichever is earlier 

 

Independence

 of External 

Auditor 

� Neither any partner nor any 

employee of the external audit 

firm should hold any share of the 

client firm during the term of the 

audit assignment  

 

�
 N/A 

 

Additional 

Statements 

by the BOD 

� Industry outlook and possible 

future developments in the 

respective industry  

� Segment-wise and product-wise 

performance  

� Different risks facing the 

organization and related 

concerns 

� Discussion on the cost of goods 

sold, gross profit margin and net 

profit margin of the company 

� Discussion on continuity of any 

extra-ordinary gain or loss 

� A statement all related party 

transactions including the basis 

of such transactions  

� Applications of funds raised 

from public issues, rights issues 

or through other instruments  

� An explanation when the 

company’s financial results 

deteriorates after major events 

such as the Initial Public 

Offering (IPO), Repeat Public 

Offerings (RPO), Rights Offer 

� Reasons for significant deviation 

between quarterly financial 

performance and annual 

financial performance need to be 

discussed 

� Remuneration to the board 

members  

� Key operating and financial data 

of a minimum of last five years 

shall be summarized  

� 

� N/A 

 

 

� N/A 

 

� N/A 

 

� N/A 

 

 

� N/A 

 

 

� N/A 

 

 

� N/A 

 

 

� N/A 

 

 

 

 

� N/A 

 

 

 

 

� N/A 

� N/A 

 

 

� N/A 

 

" Disclosure of the directors'

 biographical information 

including their expertise and 

positions held in different 

committees and directorship

held in other organizations

  CG Area CG Guidelines of 2012 CG Guidelines of 2006 
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in Bangladesh: Some Observations" The Cost and Management XL (4): 
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Future Implications of Corporate Governance 
Guidelines: 

In general, the following may be the future implications of 

changes in the corporate governance guidelines issued in 2012: 

1. The new C.G. rule is imposed on all the listed firms on 

'Comply' basis which was 'Comply or explain' basis in the 

earlier code. This is certainly a big positive step toward 

achieving good corporate governance. This will in turn 

ensure better financial disclosure.

2. As per the new code, one-third of the total number of 

directors of a company will be independent directors (ID) 

instead of the existing provision of appointing at least 

one-tenth of the total directors as independent. As the 

number of independent directors increase from now on, 

they can create obstacle in the malpractice of the 

management than ever before. Dividend policy, stock 

valuation and any other significant management decision 

would be fairer. Moreover, independent directors will be 

effective to obey these C.G. guidelines. But the increase 

in the number of independent directors may also linger 

the decision-making process. Condition 1.2 (ii)(f) 

determines the degree of independence of the directors. 

As per condition 1.2(iv), the position of independent 

director cannot remain vacant for more than 90 days. 

Otherwise management will make decisions in absence of 

independent directors to upkeep their own interests which 

may not favour the stockholders ultimately. This 

provision tries to minimize the unfair practice of 

management to a greater extent. As per condition 1.2 (v), 

when there is a written code in the conduct of the 

directors, the directors' functions will be well-defined. On 

the other hand, when annual compliance is recorded, the 

degree of compliance is better understood. 

3. The qualification of independent director is clearly 

specified in condition 1.3. The ID should have fifteen 

years of corporate management experience and should 

have knowledge of financial, regulatory and corporate 

laws. As a result, they are qualified to make financial 

decisions and understand financial transactions. This is 

important as general directors are elected by voting, not 

by qualification. Prior literature also supports the view 

that financially literate and experienced directors can 

monitor management more efficiently and thereby limit 

the likelihood of accounting fraud (Agrawal and Chadha 

2005; Rahman and Azim 2007).

4. The scope of the directors' report is clearly specified under 

condition 1.5 of the new code. This will clarify the 

directors' responsibility to the stockholders. Stockholders 

may observe the utilization of the resources they invest 

and risk thereof. As a result, stockholders' confidence will 

be enhanced. They can even see whether the board of 

directors is excessively remunerated or not. The directors' 

report has been made informative out of a general move3 

for greater transparency in corporate governance. It is 

useful for shareholders to find out issues such as whether 

the business has good finance, whether the market has 

potential, and whether the business has the structural 

capacity to expand into new opportunities. In order for 

shareholders to make informed decisions when casting 

their votes at annual or other meetings, the directors' 

report provides part of that essential minimum standard of 

information. It is further complemented by the directors' 

remuneration report and the company accounts.  

5. Condition 3 specifies the constitution of the audit 

committee (condition 3.1), its chairman (condition 3.2), 

the committees' role (condition 3.3) and its role 

(condition 3.4). Audit committee acts as a watchdog, 

which oversees the financial statements, external auditors, 

internal control risk etc. As number of independent 

directors' increase in the audit committee, the committee 

will be fairer. The qualification of the members of the 

audit committee is specified in the code as well, which 

will, in turn, strengthen their role. They are now more 

capable of understanding the financial issues and find out 

financial discrepancy if there is any. The company 

secretary shall act as the secretary of the committee. It 

will also make sense as the secretary may have a full-

fledged understanding of the business. As per condition 

3.2, when the chairman of the audit committee is an

Governance of 

the subsidiary 

company  

� The board composition of the 

subsidiary company shall be 

the same as the holding 

company 

� The holding company shall 

appoint one of its IDs to be 

the director of the subsidiary 

company  

� The minutes of the subsidiary 

company’s board meeting 

shall be placed to the board 

meeting of the holding 

company for review 

� The minutes of the board 

meeting of the holding 

company shall state that the 

board has reviewed the affairs 

of the subsidiary company  

� The AC of the holding 

company shall review the 

financial statements of the 

subsidiary company including 

any investment made by the 

subsidiary.  

� N/A 

 

 

� N/A 

 

 

� N/A 

 

 

 

� N/A 

 

 

 

� N/A 

 

Certification by 

the CEO and 

CFO to the 

Board 

� The financial statements do 

not contain any materially 

untrue statement or omit any 

material fact or any 

misleading statement 

� The statements present a true 

and fair view of the 

company’s financial affairs 

and are in compliance with 

existing laws accountings 

standards 

 

� N/A 

 

 

� N/A 

 

Reporting and 

Compliance of 

CG 

� The company shall obtain a 

certificate from a professional 

accountant or Charted 

Secretary regarding 

compliance of conditions of 

CG guidelines  

� The company can send the 

compliance certificate along 

with the annual report to the 

shareholders on a yearly basis 

� N/A 

 

 

 

� N/A 

 

Mode of 

Implementation  

� Listed companies must 

comply with the guideline 

conditions and report their 

compliance statements in the 

annual reports, meaning that 

both compliance and 

reporting of compliance 

statement is mandatory  

� Listed companies must 

disclose their compliance 

report in their annual reports 

mentioning the specific 

provisions they have 

compiled with and the 

reasons for non- compliance 

with the remaining 

provisions 

  CG Area CG Guidelines of 2012 CG Guidelines of 2006 
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  independent director, there will be least chance of 

manipulation because of his professional independency. 

The chairman shall be present in the AGM to answer 

shareholders queries, which will satisfy the shareholders 

as well. Audit  committee's role has been clearly 

mentioned under condition 3.3. From now on, audit 

committee will oversee the financial reporting process, 

external audit function, review with the management etc. 

with more precaution. They will review the financial 

statements before approval of the directors. This will help 

to make the accounting numbers reliable to the 

stockholders and creditors. The time span of audit 

committee reporting regarding any discrepancy to the 

directors has been lessened finally. Reporting of such 

discrepancy will get more attention from the board. 

6. Condition 5 tells about the constitution of remuneration 

committee, chairman of the committee, and reporting of 

the committee. As a result of this provision, remuneration 

to the employees and the directors would be fair. One 

independent director is included in the committee so as to 

reduce the chance of discrimination and to avoid any 

unauthorized salary increase. The condition states 'the 

level and make-up of remuneration should be sufficient to 

attract and retain the directors needed to run the company 

successfully'. But it does not give any guidance on how to 

determine what is sufficient for the executive and non-

executive directors, nor does it warn against the dangers 

of wrongly structured remuneration packages.

7. The last condition of the code (Condition 6) focuses on the 

reporting and compliance of corporate governance by the 

listed companies. The time span of reporting the 

compliance of CG guidelines has been made for a quarter, 

which will increase the momentum of reporting to the 

SEC and also to the stockholders. As such compliance 

must be certified by professional third party, fairness as to 

compliance will increase and at the same time compliance 

cost will increase. 

The most important change in the new code is assumed to be 

the increase in the proportion of independent directors (from 

10% to 33% of all the directors). Governance advocates and 

regulators have long argued that independent directors are the 

cornerstone of good corporate governance. IDs are tasked with 

providing an unbiased, varied and experienced perspective to 

the board. Perhaps the single most important role that 

independent directors play is the supposedly objective view that 

they bring to the table when evaluating management decisions 

and corporate performance creating a balance in the interest of 

the shareholders. But ultimately it will not work out if the 

management appoints independent directors who will never 

raise their voice against any unfair management practice.

Findings of the Study:

Different stakeholders perceive corporate governance in a 

different way. The perception of various stakeholders regarding 

how the aforesaid changes in corporate governance affects the 

business, economic and social dimensions is given below:

Table 1.2: Business Dimension

A majority of the stakeholder groups (around 83%) equally 

prioritizes item no.  i, iii & iv. in the business dimension whereas 

the least focused item (around 17%)  no. is ix (see table 1.2).

Table 1.3: Economic Dimension

It is clear from the table 1.3, all the stakeholders (100%) 

focuses on item no. iv in the economic dimension. The least 

focused item (around 17%) in the economic dimension is item 

no. v.

Table 1.4: Social Dimension

Finally, the following table shows that item iv is the most 

focused (100%) by all the stakeholders groups whereas only 

few stakeholders (around 17%) emphasizes item v in the social 

dimension. 

Again based on response, the following observations were 

found:

Perceptions of various stakeholder groups Business Dimension 

(items) Investors Regulators Professionals Academicians Listed 
Companies 
(Users) 

Pressure 
groups 

i. The changes in the code will 

enhance the ethical business 

practice.  

   -     

ii. The audit committee will be 

more independent.  

    - - - - 

iii. The board will be more 

qualified 
-           

iv. Transparency and 

accountability of the board will be 

more ensured.  

      -     

v. Internal control will be 

strengthened  

      - - - 

vi. Information will be adequately 

disclosed. 

        - - 

vii. Risk of investment reduces to 

a greater extent. 

  -   - - - 

viii. Agency conflict between 

shareholders and directors will be 
minimized 

- -   -   - 

ix. It will Upkeep the rights of 

shareholders.  

- - - -   - 

x. Cost of capital will reduce.  - - - -     

xi. Control over subsidiaries will 

increase. 

-     - - - 

Perceptions of various stakeholder groups Economic Dimension 

(items) Investors Regulators Professionals Academicians Listed 
Companies 
(Users) 

Pressure 
groups 

i.Profit will be more stable and 

consistent. 

         - 

ii. It will help to boost up the 

stock market. 

        -   

iii. Tax revenue will increase. -       - - 
iv. Employment opportunity and 

GDP growth will be more.  

            

v. Earnings management will 

reduce to a greater extent.  

-   - - - - 

vi. Money circulation will be 

increased 

-     - - - 

vii. New investment opportunity 
will be created 

- -   - - - 

Perceptions of various stakeholder groups Social Dimension 

(items) Investors Regulators Professionals Academicians Listed 
Companies 
(Users) 

Pressure 
groups 

i.Corporate Social Responsibility 

(CSR) will be promoted.  

      -     

ii. It will enhance the investors’ 

confidence. 

-        - 

iii. A healthy corporate culture 

will be built up.  

  -         

iv. Corruption in the society will 

be lessened.  

         

v. Investors’ will obtain fair return -   - - - - 

vi. There will be a free flow of 

information. 

- -   - - - 

vii. It will facilitate De-

mutualisation1 

- -   - - - 

viii. It will ensure economic 

stability 

-   - - - - 
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Table 1.5: Highest and lowest items (response-wise)

It is obvious from the table 1.5, half of the stakeholders (50%) 

perceive, "Transparency and accountability of the board will be 

more ensured" in the business dimension. 40% of stakeholders 

prioritize, "Employment opportunity and GDP growth will be 

more" in the economic dimension. Under the social dimension, 

around 47 % stakeholders support the item, "It will enhance the 

investors' confidence."

Challenges in the CG Implications:

The following are found as the challenges in the future 

implications of CG guidelines:

a)  The biggest challenge is striking a trade-off between 

management autonomy and accountability as well. 

Bhowmik (2007) emphasized the same by stating that, 

"The main challenge in corporate governance in the 

context of company management is the achievement of a 

balance between autonomy for management and 

accountability to the organization's various stakeholders". 

b)  The benefits to be reaped from the revised CG guidelines are 

many undoubtedly but on the other hand, the cost of 

compliance on the part of small listed companies may be 

difficult to bear. 

c)  Moreover, conformance by listed companies with such 

guidelines is not good enough. BSEC should also justify 

that the companies perform in the true spirit, not just in 

letter. 

d)  Guidelines on corporate governance could be panacea unless 

and until improvement in ethical areas occurs, police 

enforcement system, justice system and above all dismal 

status of state government need to be improved that have 

different ramification.

e)   Finally, unless investors become vocal about their rights, 

governance scenario will not be improved to a desired level 

despite efforts put by regulators.

Conclusion:
There is no denial that the revised code on CG includes many 

issues as are seen in the present study, which will contribute to 

uphold the investors' confidence, upkeep the shareholders' 

interests, promote the stock market and finally ensures the 

sustainable economic growth. But still, there is room for 

developing the revised code. Such revision is a continuous 

process. This might include guidelines regarding nomination 

committee, remuneration committee, performance evaluation of 

the board, independence of audit committee, and so on. 

Moreover, The revised guidelines do not include any clause for 

best CG practice recommendations, that might lead the listed 

companies to develop and disclose their own framework of 

corporate governance. Finally, not only regulators but also two 

other big players in shaping good governance i.e., investors and 

auditors have to enhance their roles to get the desired results.
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Dimensions Items No. of total 

respondents 

No. of 

highest and 

lowest 

response  

Percentage 

Transparency and accountability of 

the board will be more ensured. 

[item iv.] 

30 

 

15 50% Business 

It will Upkeep the rights of 

shareholders. [item ix.] 
30 2 6.67% 

Employment opportunity and GDP 

growth will be more. [item iv.] 
30 12 40% Economic 

Earnings management will reduce to 

a greater extent. [item v] 
30 2 6.67% 

It will enhance the investors’ 

confidence. [item ii.] 
30 14 46.67% 

There will be a free flow of 
information. [item vi.] 

30 1 3.33% 

Social 

It will facilitate De-mutualisation 

[item vii.] 
30 1 3.33% 
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Salient Features of the Bank Company (Amendment) Act 2013 
in Comparison with Bank Company Act 1991

Md. Kishlur Rahman ACA, ACMA*

Abstract:  The objective of this article is to analyze and compare the existing provisions of the Bank Company Act, 

1991 with amended salient provisions of the Bank Company (Amendment) Act, 2013 with a view to make aware the 

readers regarding new regulatory requirements and compliance issues. It is mainly dealt with the important provisions 

amended, inserted or deleted to the newly enacted Bank Company (Amendment) Act, 2013. In this article I tried to 

highlight the amendments made in terms of modification, insertion or deletion included in New Bank Company 

(Amendment) Act, 2013. My objective is to highlight the salient features of the Bank Company (Amendment) Act, 2013 

focusing on comparison of the significant/important/notable amendments relating to Capital Structure, Investment 

Portfolio, Shareholdings, Appointment, Role and Responsibilities of the Board of Directors and other areas of 

operations.

Keywords: Bank company Act, Salient Feature, Board of Directors, Share holders.

Introduction
Laws and regulations are of dynamic rather than static. 

Those are always subject to amendments to cover the 

changing demand of time and situation. The Bank Company 

Act (BCA) is no exception in this context. Since its 

enactment in 1991, this law has been amended thrice-in 

1993, 1995 and 2003. The last military-backed caretaker 

government also proposed some amendments in relation to 

the number of directors and the extent of individual family 

holdings in banking institutions. But nothing was 

materialized to this effect during the tenure of that 

government. However, the country's national parliament 

(Jatiya Sangsad) passed a bill on 14 July 2013 amending the 

BCA in a wider perspective and published it in the gazette 

on 22 July 2013 as 'The Bank Company (Amendment) Act, 

2013.

The present government after coming to power realized the 

necessity of amending the Act. Moreover, the finance 

ministry had to take firm and swift moves to amend this 

piece of legislation when the International Monetary Fund 

(IMF) had made it one of the conditions tagged to the 

availability of its USD1.0 billion worth of Extended Credit 

Facility (ECF). The latest amendments to the BCA may not 

have met fully what the IMF wanted but those would surely 

help eliminate some major problems in the banking sector 

and strengthen the hands of the regulatory body-the central 

bank. 

The latest amendments to the BCA has fixed the maximum 

number of directors at 20, including three independent 

directors, in each bank -earlier there was no limit to the 

number of directors-has limited the individual bank's capital 

market exposure to 25 per cent of its regulatory capital (the 

sum total of paid-up capital and reserves) and has 

empowered the Bangladesh Bank (BB) to remove the errant 

managing directors (MDs) of the state-owned banks. Other 

important amendments relates to the lowering of job 

experience of aspirants for the posts of MDs of banks from 

15 years to 10 years, entrusting the central bank with the 

authority to visit and inspect the cooperative societies found 

collecting funds from people who are not their members and 

providing for imposition of huge amounts of fine on banks 

failing to meet capital inadequacy within a specific deadline.

The amendment concerned has fulfilled that aspiration, at 

least, partially, of the IMF and experts who have been in 

favour of delegating enough authority to the central bank 

over the boards of the public sector banks and their chief 

executives. The recent collapse of the stock market brought 

to light a sort of flawed approach of banks as far as their 

investment in securities was concerned. This time it has been 

straightened up as far as practicable. From now on, the 

banks will not be allowed to make investment in stocks more 

than 25 per cent of their regulatory capital.

Earlier, the permissible exposure limit was equivalent to 10 

per cent of a bank's total liabilities. But because of lax 

monitoring by the central bank, many banks had exceeded 

the approved limit, thus, contributing to a great extent to 

building up of market bubble between 2009 and 2010 and its 

consequent burst. The market crash obviously created 

problems for a number of banks that they did never admit 

openly. So, the central bank will have to keep a close watch 

on banks' investment in stocks for the greater benefit of the 

banks as well as the stock market. 

* Md. Kishlur Rahman ACA, ACMA, FAVP & Head, Finance & Planning and Basel-II 

Implementation, IFIC Bank Limited.

The Cost and Management, Volume-41, Number-5
ISSN 1817-5090, September-October, 2013 : pp. 17-22 



The Cost and Management, September-October, 201318

Salient Features of the Bank Company (Amendment) 

Act, 2013 in Comparison with Bank Company Act, 1991:

Banking

Section No. 

Area
 

Existing Provisions  Amended Provisions   Status 
(Amended

/New 
Insertion)

 

5 (GaGa) 

 

 

 

Definition of
Defaulting
Borrower

Defaulting Borrower" 

means any person or 

institution, any advance, 

loan granted in whose 

favour or in favour of 

whose interest-concerned 

institution  or any part 

thereof or any interest 

therein has been overdue 

according to the definition 

notified by the Bangladesh 

Bank and been followed 

by 6 (six) months.

Provided that unless a 

defaulting borrower is a 

director of a public limited 

company or holds more 

than 25% of the shares of 

such company, the said 

public limited company 

shall not be considered to 

be an interest-concerned 

institution.

Provided further that 

where the share of a 

borrower does not exceed 

20% of an institution other 

than a public limited 

company, the said 

institution shall not be 

considered to be an 

i n t e r e s t - c o n c e r n e d  

institution.

Defaulting Borrower" means 

borrower person or institution 

or company, any advance, loan 

or other financial facilities 

granted in whose favour or in 

favour of whose interest-

concerned institution  or any 

part thereof or any interest or 

profit therein has been overdue 

according to the definition 

notified by the Bangladesh 

Bank and been followed by 6 

(six) months.

Explanation: To fulfill the 

objective of this section, unless 

any person or, in some cases, 

institution or company is 

director of another institution 

or holds more than 20% of the 

shares of such institution or is 

guarantor. 

Amended

14 (Kha)  

 

 

 

Restriction
on 

Acquisition
of 

Shares of 
Bank, etc.

1. The Shares of a Bank 

Company shall not be 

controlled centrally by any 

individual, company or 

members of the same 

family and any individual, 

company or members of a 

family shall not acquire 

more than 10% shares of a 

Bank Company 

individually, jointly or in 

both ways. 

2. At the time of purchase 

of shares of a Bank 

Company, the purchaser 

shall submit a declaration 

to the effect that he has not 

bought the shares as a 

nominated person of 

others than or in pseudo 

name and has not also 

purchased any shares in 

pseudo name in the past.

1. Same as existing.

2. If requested by a Bank 

Company, a purchaser, at the 

time of purchase of shares of a 

Bank Company, shall submit a 

declaration to the effect that he 

has not bought the shares as a 

nominated person of others 

than or in pseudo name and has 

not also purchased any shares 

in pseudo name in the past.

Amended

14 (Kha)  

 

 

Holding of 
Significant

Shares

----- 1. No individual or institution or 

company individually or 

jointly with others shall 

directly or indirectly, be 

holder of significant shares 

of a Bank Company without 

prior approval of 

Bangladesh Bank.  

2. For obtaining prior approval 

as mentioned at sub-section-1,

New 

Insertion 

14 (Kha)  

 

 

Holding of 
Significant

Shares

----- New 

Insertion 

15 (Kha)(4) 

 

 

Appointment
of Adviser,
Managing
Director
or CEO

The Bangladesh Bank may, by 

order require any Bank 

Company except new and 

specialized banks to obtain 

approval prior to appointment 

of any Adviser (if any), 

Managing Director or Chief 

Executive Officer, by 

whatever name called, for it 

and the Adviser, the Managing 

Director or the Chief 

Executive Officer appointed in 

such manner shall not be 

dismissed, discharged or 

removed from his position 

without obtaining prior 

approval of Bangladesh Bank. 

Amended

   application is to be made in 

prescribed form of 

Bangladesh Bank and 

information sought by 

Bangladesh Bank are to be 

furnished in the form.

Explanation:

'Holder of significant shares' 

shall mean holding of more 

than 5% shareholding of 

ownership interest of a Bank 

Company by any individual 

or institution or company 

individually or jointly with 

others directly or indirectly.

Every Banking Company, other 

than specialized Banks, shall 

have to obtain approval from 

Bangladesh Bank before 

appointment or posting of any 

of its Director, Managing 

Director or Chief Executive 

Officer and such appointed 

Officers shall not be dismissed, 

discharged or removed from his 

position without obtaining prior 

approval of Bangladesh Bank.

 

 

Appointment
of 

Directors
 

15 (5) Notwithstanding anything 

contained in any other law 

or in the Memorandum or 

Articles of Association of 

a Bank Company, 

Bangladesh Bank, by the 

procedures fixed by rules, 

shall be able to appoint not 

more than 02 (two) 

Directors in the Board of a 

Bank from amongst its  

Depositors. 

AmendedBangladesh Bank, subject to 

fulfillment of Sub-section-6, 

shall accord approval in respect 

of appointment of any Director 

and Managing Director or 

Chief Executive Officer. 

 

 15 (Kha)(6)
Appointment

of
Directors
(Cont'd.) 

------ New

Insertion

No person shall  be eligible to be 

appointed as a Director, 

Managing Director or Chief 

Executive Officer of a Bank 

Company unless-

a) He has at least 10 (ten) years 

of Managerial or Business 

or Professional experience.

b) He was not awarded 

punishment for any criminal 

offence and associated with 

any fraud-forgery, financial 

crime or any other 

illegitimate activities.

c) There is no an adverse 

observation or comments in 

respect of him in the 

judgment/order of any civil 

or criminal court of law. 

d) He has not been punished for 

violation of rules, 

regulations or code of 

conduct of any regulatory 

institution relating to 

financial sector. 

e) He was not associated with 

any company or institution, 

registration or licence  of 

which has been cancelled or 

which has been wound-up.
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 15 (Kha)(6)
Appointment

of
Directors
(Cont'd.) 

------ New 

Insertion
f) He becomes defaulter or fails 

in repayment of credit 

facilities availed in his own 

name or in the name of the 

institutions in which he has 

interests.

g) He was not declared 

bankrupt by any court of 

law.

 

 Section 15
(Kha) (7)

Appointment
of Directors

(Cont'd.)

------ New 

Insertion

 

 Section 15
 (Kha) (8)

Appointment
of 

Directors 
(Cont'd.)

------ New 

Insertion
The regulations of sub-section-6 

shall be in addition to other acts 

in vogue in this respect.

Notwithstanding anything 

contained in any other law now 

in vogue or in the Memorandum 

or Articles of Association of a 

Bank Company, after elapse of 

01 (one) year from the date of 

effectiveness of this Act, there 

shall in aggregate be not more 

than 20 (twenty) Directors 

including 03 (three) 

Independent Directors in a 

Bank Company. 

Provided however, that the 

number of Independent 

Directors shall be at least 02 

(two) in a Bank Company which 

has less than 20 (twenty) 

Directors. 

Also provided that approval of 

Bangladesh Securities & 

Exchange Commission shall 

have to be obtained before 

appointment of Independent 

Directors.

Further provided that 

appointment of Independent 

Directors as per regulations of 

this sub-section shall have to be 

ensured within 03 (three) years 

from the date of effectiveness of 

this Act.

Explanation:

Under this sub-section, 

Independent Director shall 

mean any person who is 

independent of a Bank 

Company's Management and 

shareholders and who shall 

provide his opinion only in the 

interest of the Bank Company 

and who has no past, present or 

future real or apparent interest 

in the Bank or with any person 

associated with the Bank.

 

 Section 15
 (Kha) (9)

Appointment 
of 

Directors 
(Cont'd.)

------ New 

Insertion

The proposed Director, 

Managing Director or Chief 

Executive Officer of a Bank 

Company shall declare in 

prescribed form of Bangladesh 

Bank to the effect that he is not 

ineligible to become a Director 

as per regulations of  sub-

section-6.

Provided however, that in case 

of appointment of the 

nominated person, the Bank 

Company shall forward the 

signed declaration letter to 

Bangladesh Bank.

 

 Section 15
 (Kha) (10)

Appointment
 of 

Directors 
(Cont'd.)

------ New 

Insertion
Notwithstanding anything 

contained in any other law now 

in vogue or in the Memorandum 

or Articles of Association of a 

Bank Company, not more than 

02( two ) members of the same 

family shall at the same time be 

in the position of Directors of a 

Bank Company after elapse of 

01( one) year from the  date of 

effectiveness of this Act. 

 

 Section 15 
(Kha) (11)

Appointment 
of 

Directors 
(Cont'd.)

------ New 

Insertion
For the purpose of this section, 

if any Director of a Bank 

Company is required to retire 

then the Directors themselves 

shall decide who is to retire 

from the position of Director, 

otherwise the same shall be 

determined by lottery held in a 

Meeting of the Board of 

Directors. 

 

 Section 15
(Kha) (12)

Appointment 
of 

Directors 
(Cont'd.)

------ New 

Insertion
No Bank Company shall have 

any Director who is not eligible 

to fulfill the fit and proper 

tests/conditions of becoming a 

Bank Director as set by 

Bangladesh Bank.

Explanation:

For the purpose of this section, 

family member shall mean 

husband or wife, father, mother, 

son, daughter, brother, sister and 

all persons who are dependent 

on the concerned person.

 

 Section 15 
(Ka ka)

Restriction
 on Tenures 
and Terms

 of Directors

New 

Insertion
1. Notwithstanding anything 

contained in any other law 

now in vogue or in the 

Memorandum or Articles of 

Association of a Bank 

Company, the highest tenure 

of the position of Director of 

a Bank Company shall be 03 

(three) years from the date 

of effectiveness of this Act.

  Provided however, that  no 

other Director except the 

Managing Director or the 

Chief Executive Officer of a 

Bank Company, by whatever 

name called, shall hold the 

position of Director in a 

Bank Company for more 

than 02 (two) consecutive 

terms.

2. According to Sub-section-1, 

if a Director of a Bank 

Company remains in Office 

for consecutive 02 (two) 

terms then he shall not be 

eligible for re-election in the 

position of Director of the 

said Bank Company until 

elapse of 03 (three) years 

from the date of conclusion 

of the 2nd term. 

Explanation:

For the purpose of this section, 

part of a term shall be treated 

as 01 (one) full term.

1. No other person except 

the Chief Executive 

Officer of a Bank 

Company, by whatever 

name called, shall hold 

the position of Director 

in a Bank Company for 

06 (six) years in 02 (two) 

consecutive terms.

2. Despite provision of sub-

section-1, a Sponsor 

Director shall not retire 

from his position when to 

complet ion of  

consecutive 02 (two) 

terms if the number of 

Sponsor Director false 

below half of the total 

number of the Bank 

Company  and in such 

cases there will no bar 

for a Sponsor Director to 

hold Office in 

consecutive 03 (three) 

terms.

3. For the purpose of this 

section, if the Sponsor 

Director of a Bank 

Company is required to 

retire from Office then 

the Directors themselves 

shall decide by lottery in 

a Board Meeting as to 

whom shall retire from 

the position of Director.

Explanation:

For the purpose of this 

section, part of a term shall 

be treated as 01 (one) full 

term.
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 Section 15
 (Kha)

Role of the 
Board of 
Directors

------ New 

Insertion
1. The Board of Directors of a 

Bank Company shall be 

responsible for policy 

formulation and 

implementation, risk 

management, internal 

control, internal audit and 

its compliance. 

2. Every Bank Company shall 

constitute an Audit 

Committee comprising 

those Directors who are not 

members of its Executive 

Committee.

3. Every Bank Company shall 

constitute a Risk 

Management Committee 

comprising the members of 

its Board of Directors.  

 

 Section 15
(Ga)

Internal
 Audit

& Control

------ New 

Insertion

1. The Board of Directors shall 

ensure an effective Internal 

Audit & Control System in 

the Bank Company. The 

Internal Audit Functions 

shall be independent of the 

Bank Management and its 

report shall have to be 

placed before the Audit 

Committee of the Board. 

2. The Internal Auditors shall 

have liberty to consult with 

the Management of the 

Bank to carry out their 

functions and shall be able 

to collect data or files from 

the Management for the 

purpose of Audit.

3. Persons engaged in 

conducting Internal Audit 

shall not at the same time be 

eligible to get involved in 

any contract of the Bank 

Company or shall not 

represent the Bank 

Company. represent the 

Bank Company.

 

 Section 17
(Kha) (7)

Vacancy in 
the Position 
of Director
(Cont'd.)

------ New 

Insertion
Under Sub-section-1, if a 

Director of a Bank Company 

receives any notice, he or she 

will not be able to transfer the 

shares standing in his or her 

own name of the Bank 

Company until repayment of 

all dues of the concerned 

Bank or Financial Institution.  

 

 Section 17 
(Kha) (8)

Vacancy in
the Position
 of Director 

(Cont'd.)

------ New 

Insertion
No question can be raised in 

any court of law or tribunal 

other than the court of law 

constituted under section-3 of 

the Company Act-1994 (Act 

No. 18 of 1994) in respect of 

any  action, order or decision 

taken under this section. 

 

 Section 18 (1)

Provisions 
relating to 

Transactions 
with 

Directors, 
Officers 

and staffs 
of the Bank 

Company

Provisions relating to 

Certain Benefits of the 

Directors.

AmendedProvisions relating to 

Transactions with Directors, 

Officers and staffs of the 

Banking Company.

 

 Section 18 (2) If any banking company 

transacts any business 

other than banking 

business with any 

business establishment 

while any of the directors 

of the banking company 

is associated with or 

involved in the 

management or holds at 

least 10% ownership of 

tha t  bus iness  

establishment, the 

banking company shall, 

at its general meeting, 

submit a detailed report 

concerning the matter.

Amended

.
Every Director, Managing 

Director or Chief Executive 

Officer and Officers of down 

grade two under him submit a 

statement of Name, Addresses 

and other details of respective 

Commercial, Financial, 

Agricultural, Industrial and 

other businesses and family 

business interests on annual 

basis.

 

 Section 18 (3)

Provisions 
relating to 

Transactions 
with 

Directors,
 Officers and 
staffs of the 

Bank 
Company
 (Cont'd.)

------ New 

Insertion
In addition to submission of 

Statement of Business 

Interests of the persons sated 

in sub-section (2), if there is a 

relationship of such persons 

with persons who is engaged 

or is going to be engaged in a 

significant contract with the 

banking company, then 

intimation to the Board of 

Directors has to be made in 

written about the contract or 

proposed such contract.

 

 Section 18 (4)

Provisions
 relating to 

Transactions 
with 

Directors,
 Officers and
 staffs of the 

Bank 
Company 
(Cont'd.)

------ New 

Insertion
If any director has 

information to disclose under 

this section is in the agenda 

of the meeting of the Board of 

Directors, then such director 

will inform the matter to the 

Board at the outset of the 

meeting and he will refrain 

from participating in 

discussion or putting his vote 

in this matter and his 

attendance will not be 

considered for fulfilling the 

quorum of the such meeting.

 

 Section 18 (5

Provisions 
relating to 

Transactions 
with

 Directors, 
Officers and 
staffs of the 

Bank 
Company 
(Cont'd.)

------ New 

Insertion
Bangladesh Bank can cancel 

the item from the Statement 

under sub-section (2) on the 

basis of value, size or earning 

capacity of interest-concerned 

entity and issue the rules 

relating to subjects stated in 

sub-section (3). 

 

 Section 18 (6)

Provisions
 relating to 

Transactions 
with

 Directors,
 Officers

 and staffs 
of the Bank 

Company
 (Cont'd.)

Provisions 
relating to 

Transactions 
with 

Directors, 
Officers 

and staffs 
of the Bank 

Company
(Cont'd.)

---- New 

Insertion.
If any person fails to submit 

the statement of interests or 

disclose the details about the 

significant relationship under 

sub-section (1) and (2), then 

upon application by 

concerned banking company 

or its shareholder or 

Bangladesh Bank, any 

appropriate entitled court can 

void the said contract, if any, 

and Bangladesh Bank, in a 

written order, can suspend 

such person for not more 

than 1 (one) year or impose 

other punishment under this 

Act. 
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 Section 18 (7)

Provisions
 relating to 

Transactions 
with 

Directors, 
Officers and 
staffs of the 

Bank 
Company
 (Cont'd.)

------ New 

Insertion
Person submitting statement 

under sub-section (1) and 

Officers and Staffs of banking 

company shall be trusted  and 

loyal to the bank and will 

place the interest of the 

depositors and banking 

company above self interest.

 

 Section 18 (8)

Provisions 
relating to

 Transactions 
with

 Directors, 
Officers and 
staffs of the 

Bank 
Company 
(Cont'd.)

------ New 

Insertion
Banking company shall 

incorporate such operating 

procedures so that 

responsibility any director, 

Officer or Staff towards one 

client shall not conflict with 

interest of other client.

 

 Section 23
(Ka)

Restriction on
 Appointment 

of Common
 Directors

Notwithstanding anything 

contained in any other 

law now in vogue or in 

the Memorandum or 

Articles of Association of 

a Bank Company, no 

person can, at the same 

time, remain as a Director 

in not more than 01 (one) 

Bank Company, or more 

than 01 (one) Financial 

Institution or more than 

01 (one) Insurance 

Company .

New 

Insertion
Notwithstanding anything 

contained in any other law 

now in vogue or in the 

Memorandum or Articles of 

Association of a Bank 

Company, if a person is a 

Director of a Bank Company, 

he shall not,  at the same time, 

remain as a Director in  

another Bank Company or 

Financial Institution. 

However, he will be able to 

remain as a Director in any 

Insurance Company 

maximum for 02 (two) terms 

following the date of 

effectiveness of this Act.

 

 Section 25 (1)

Cash Reserve

Every banking company, 

not being a scheduled 

bank, shall maintain in 

Bangladesh by way of 

cash reserve in cash with 

itself, or with the 

Bangladesh Bank or its 

agent-bank, or both banks 

in equal parts, a sum 

equivalent to not less 

than 5% of its time and 

demand liabilities: 

Provided that the 

Bangladesh Bank may, in 

any particular case, 

change, by notification in 

the official gazette and 

subject to the conditions 

settled therein in this 

behalf, the requirements 

relating to the cash 

reserve will repeal, on pr 

approval by the 

Government, such 

requirements.

Explanation: For the 

purposes of this section, 

"liability" shall not 

include the paid-up 

capital or the cash 

reserves or the credit 

balance in the profit and 

loss account of the 

banking company or the 

amount of any loan from 

the Bangladesh Bank.

Amended

.
Every banking company, not 

being a scheduled bank, shall 

maintain by way of cash 

reserve in Bangladesh in cash 

with Bangladesh Bank or its 

agent-bank not less than rate 

determined by Bangladesh 

Bank time to time of its time 

and demand liabilities: 

Provided that the Bangladesh 

Bank may, in any special 

case, change, by notification 

in the official gazette and 

subject to the conditions 

stipulated therein in this 

behalf, the requirements 

relating to the cash reserve 

will repeal, on prior approval 

by the Government, such 

requirements.

Explanation: For the purposes 

of this section, "liability" shall 

not include the paid-up capital 

or the cash reserves or the 

credit balance in the profit 

and loss account of the 

banking company or the 

amount of any loan from the 

Bangladesh Bank.

 

 Section 23 
(Kha) (ee)

---- New 

Insertion.
Notwithstanding anything 

contained in any other law 

now in vogue or in the 

Memorandum or Articles of 

Association of a Bank 

Company, without the 

permission of Bangladesh 

Bank, there shall not be any 

Director in a Bank Company, 

who has been appointed as 

Director in another Bank 

Company.

 

 Section 26 
(Ka) 

Holding
 Shares of 
Another

 Companies
 by a Bank
 Company

------ New 

Insertion

1. Subject to the provisions of  

Section 26 of the Act, a Bank 

Company, in case of holding of 

shares of another Companies, 

shall not hold shares of more 

than the following ceiling:

(ka)  the market value of shares 

held is 5% of some total of the 

Bank Company's paid-up capital, 

share premium, statutory reserve 

and retained earnings.

(kha) 10% of paid-up capital of 

the company.

Provided however, that the shares 

held under sub-section (ka) 

and(kha) above shall not exceed 

10% of paid-up capital. 

Further provided that within 03 

(three) years from the date of 

effectiveness of this Act, every 

Bank Company shall reconstitute 

its capital market portfolio in 

such a manner that the total 

market value of  shares, 

corporate bonds, debentures, 

mutual funds and other capital 

market instruments held by it and 

the credit facilities sanctioned in 

favour of own subsidiary 

company or companies or any 

other company or companies 

directly or indirectly engaged in 

capital market operations and 

subscriptions paid to any fund 

constituted for investment in the 

capital market shall not in 

aggregate  exceed  25% of the 

sum total of the Bank Company's 

paid-up capital, share premium, 

statutory reserve and retained 

earnings.

2. Notwithstanding anything 

contained in Sub-section-1, if the 

Managing Director or Manager 

of a Bank Company is engaged 

in the Management of the 

Company or has any interest in 

the Company, the concerned 

Managing Director or Manager 

shall not hold any share in that 

Company after the term of  01 

(one) year from the date of 

effectiveness of this Act.

3. In case of violation of 

regulations of Sub-section-1 by a 

Bank Company, a fine not 

exceeding  Tk.20.00 lac shall be 

imposed on the Bank Company 

by Bangladesh Bank and in case 

of continuation of such violation, 

an additional fine not exceeding 

Tk.50,000/- for each day shall be 

imposed after the 1st day of such 

violation. 

Restriction 
on 

Appointment 
of Common 

Directors 
(Cont'd.)
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 Section 27

Restriction
 on Allowing 

of Loans 
and 

Advances.

1. No Bank Company 

shall- 

(ka) grant any loan, 

advance, guarantee or 

any other financial 

facility against the 

security of its own shares. 

(kha)  Sanction any loan 

or advance in favour of 

the following persons or 

institutions without 

security or sanction any 

loan or advance on the 

basis of guarantee of the 

following persons or 

institutions:

(i) any of its director;

(ii) any of the members 

of the family of any of 

its directors;

(iii) any commercial 

institution or private 

company in which the 

Bank Company or any 

of its directors or any 

member of the family 

of any directors are 

interested as director, 

proprietor of partner;

(iv) Any public limited 

company which is at 

any way regulated by 

the company itself or 

any of the directors or 

any member of the 

family of any of its 

directors or the shares 

held by any of the said 

persons to such extent 

which gives him 

opportunity to regulate 

at least 20% of the 

voting rights.

2. No Bank Company in 

the following cases  

without the approval of 

the majority of its 

Directors except the 

concerned Director shall 

grant any loan or advance 

-

(i) To any of  its Directors 

or;

(ii) Any person, 

commercial institution 

or company in which 

any of the Directors of 

the said Bank 

Company has interest 

as partner, Director or 

Guarantor.

Explanation:

In this sub-section, 

Director means the 

Director's wife, 

husband, father, 

mother, son, daughter, 

brother, sister and other 

persons dependent on 

the Director. 

Amended1. No Bank Company shall- 

(ka)  grant any loan, advance , 

guarantee or any other 

financial facility against the 

security of its own shares. 

(kha)  Sanction any loan or 

advance in favour of any of its 

Directors other than 'secured 

loan or advance' or any loan, 

advance, guarantee or any 

other financial facility other 

than 'secured loan or advance' 

on the basis of the guarantee of 

any of its Directors.

(ga)  Sanction any loan or 

advance in favour of the 

following persons or 

institutions without security or 

sanction any loan or advance 

on the basis of guarantee of the 

following persons or 

institutions:

(i) any of the members of the 

family of any of its 

directors;

(ii) any interested institution or 

private company in which 

the Bank Company or any of 

its directors or any member 

of the family of any 

directors is a director, 

proprietor or partner;

(iii) Any public limited company 

which is in any way 

regulated by the Bank 

Company itself or any of the 

directors or any member of 

the family of any of its 

directors or the shares held 

by these persons give them  

opportunity to at least 20% 

of the voting rights.

2.  No Bank Company, in the 

following cases,  without the 

approval of the majority of its 

Directors except the concerned 

Director shall grant any loan, 

advance, guarantee or any 

other financial facility -

(i) To any of  its Directors or;

(ii) Any person, commercial 

institution or company in 

which any of the Directors 

of the said Bank Company 

has interest as partner, 

Director or Guarantor.

Explanation:

In this section, Director 

means the Director's wife, 

husband, father, mother, 

son, daughter, brother, sister 

and other persons 

dependent on the Director.

 

 Section-40 The Accounts, Balance 

Sheet and Report and 

Auditors' Report as 

approved by the Board of 

Directors or by the 

shareholders in the 

General Meeting of the 

Company, as the case 

may be, as mentioned in 

section-38 shall be 

published in the 

prescribed manner and 03 

(three) copies thereof 

shall be submitted to 

Bangladesh Bank within 

03 (three) months from 

the date of conclusion of 

the period to which they 

relate.

Provided however, that 

the Bangladesh Bank 

may increase the said 

time limit for submission 

of Reports by not more 

than 03 (three) months.

AmendedThe Accounts, Balance Sheet 

and Report and Auditors' 

Report as approved by the 

Board of Directors or by the 

shareholders in the General 

Meeting of the Company, as 

the case may be, as mentioned 

in section-38 shall be 

published in the prescribed 

manner and 03 (three) copies 

thereof shall be submitted to 

Bangladesh Bank within 02 

(two) months from the date of 

conclusion of the period to 

which they relate.

Provided however, that the 

Bangladesh Bank may 

increase the said time limit for 

submission of Reports by not 

more than 02 (two) months.

Submission 
of Reports

Conclusion: 

In the latest Bank Company (Amendment) Act, 2013, 

provisions have been kept regarding fixation of the 

maximum number of directors, including minimum number 

of  independent directors, increase of the individual bank's 

capital market exposure, empowerment of the Bangladesh 

Bank (BB) to remove the errant managing directors (MDs) 

of the state-owned banks, lowering of job experience of 

aspirants for the posts of MDs of banks, entrusting the 

central bank with the authority to visit and inspect the 

cooperative societies found collecting funds from people 

who are not their members, imposition of huge amounts of 

fine on banks failing to meet capital inadequacy within a 

specific deadline. The amendments are particularly important 

in view of the prevailing situation in the country's banking 

sector, more so in the case of public sector banks. We expect 

that this amendment to the BCA would help the central bank 

assert its authority over banks, both private and public, and 

enforce proper discipline, in the country's financial sector.
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Techniques, Motives and Controls of Earnings Management
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Abstract: The main purpose of this study is to conceptualize the earnings management, different techniques of earning 

management, and controlling tools of earnings management. Extent and type of earnings management depends on 

several factors like stock market incentives, personal incentives, political & regulatory motives. This paper concludes 

that rigorous accounting standard, awareness of audit committee, corporate governance and consciousness and the 

morality of stakeholders play a vital role to control earnings management. This paper extends the earnings 

management literature proving the conceptual analysis which has drawn the backdrop for further empirical studies.

Keywords: Earnings management, Cookie jar reserve, big bath, big bet.

1. Introduction:

Earnings mean the profits of a company which is represented 

by the bottom line of the income statement and a summary 

item in financial statements. Earning is the vital item in 

financial statement because it represents to what extent the 

company engaged in value added activities. Earnings also 

indicate the signal of direct resource allocation in capital 

market. Investors and analysts look to earnings to determine 

the attractiveness of a particular stock. The company's stock 

is measured by the present value of its future earnings. 

Companies with poor earnings prospects will typically have 

lower share prices than those with good prospects. A 

company's ability to generate profit in the future plays a very 

important role in determining its stock price. Since 

company's value is directly related with future earnings, all 

stakeholders are interested whether earnings management is 

being practiced or not by the business organization. 

Management has also a key interest in how earnings are 

reported and every executive needs to understand the effect 

of their accounting choices or learn to manage earnings so 

that they can make the best possible decisions for the 

company

2. Objective of the Study

The main objective of this study is to focus on techniques, 

motives and control of earnings management. In the light of 

this main objective, the specific objectives of the study are 

as follows:  

i. To know about earnings management.

ii. To identify the techniques of earning management.

iii. To know the factors that motivate the manager  to 

manage the earnings and

iv.To explore the controlling tools of earnings 

management.

3. Methodology

This research is based on secondary sources. Secondary 

sources of information include academic journals, books and 

websites. In this paper we have give an idea about earnings 

management. After that, we have analyzed the techniques 

that are used to manage the earnings to maximize the 

personal benefit. We have find out to manipulate earnings 

what are the factors act as incentive to the management. . We 

have recommended some mechanism to prevent and control 

of misuse of earnings. 

4. What is Earnings Management?

Earnings management may be defined as reasonable and 

legal management decision making and reporting intended to 

achieve stable and predictable financial results. A large 

number of companies are using earnings management either 

to maintain steady earnings growth or to avoid reporting red 

link. In other words, earnings management is a strategy used 

by the management of a company to deliberately manipulate 

the company's earnings so that the figures match a 

predetermined target. This practice is carried out for the 

purpose of income smoothing. An accounting expert can 

manipulate earnings in several ways within the boundaries 

of accounting standards. It can be said unethical but not 

always illegal. Earnings management is firms' strategic tool 

for maximizing firm value and reducing risks. 
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The accounting literature defines earnings management as 

"distorting the application of generally accepted accounting 

principles." Many in the financial community assume that 

GAAP deters earnings management. Earnings management 

results less from distortion of the application of GAAP than 

from the application of inherently faulty GAAP.

Earnings management is recognized as attempts by 

management to influence or manipulate reported earnings by 

using specific accounting methods (or changing methods), 

recognizing one-time non recurring items, deferring or 

accelerating expense or revenue transactions or using other 

methods designed to influence short term earnings. 

So, Earnings management can be defined as the accounting 

policies or the accruals control, chosen by the management 

of enterprises to make the earnings reach the expected level 

under the pressure from the relevant stakeholders and the 

constraints of generally accepted accounting principles 

(GAAP). In addition to the choice of accounting policy and 

the control of accruals, the means of earnings management 

have also included lobbying for the regulatory organization 

to modify the accounting principles and the manipulation of 

profit figures in the fiscal report. 

5. Literature Review

"Earnings management occurs when managers use judgment 

in financial reporting and structuring transactions to alter 

financial report to either mislead some stakeholders about 

the underlying economic performance of the company or to 

influence contractual outcomes that depend on reported 

accounting numbers." Healy and Wahlen (1998). There are 

two methods that could be used for earnings management. 

First, one could use the flexibility allowed in generally 

accepted accounting principles (GAAP) to change reported 

earnings-without changing the underlying (past) cash flows, 

which Healy and Wahlen describe as usage of managerial 

judgment in financial reporting. This is called accounting 

earnings management. Second, a manager may change 

operating decisions, such as delivery schedule or 

maintenance, in order to manage the underlying cash flows 

that will affect the reported income reports, which is being 

described as structuring of transactions by Healy and 

Wahlen. This kind of management is usually referred to as 

economic earnings management. 

According to Roman (2009), "Earnings management occurs 

when firm management has the opportunity to make 

accounting decisions that change reported income and 

exploit those opportunities". He also stated that accounting 

for business operations requires judgment and estimates. For 

example, one can't measure revenue without estimating 

when customers will pay, how many will not pay, how many 

will return goods for refund and costs to the seller for 

fulfillment of warranty or maintenance promises. 

Many writers restrict the term "earnings management" to the 

selection of estimates that achieve an earnings target and 

would not use the term to refer to timing of transactions. 

According to Roman (2009), earnings can be also be 

managed by timing of transaction. For example, 

management can decide to paint the office in December. All 

other things being equal, management will report lower 

earnings in that office painting period than in other periods. 

Management can choose when to paint and thereby, manage 

the earnings. In addition, management of a company that 

uses a LIFO cost flow assumption for inventories has an 

opportunity to manage earnings by timing end of year 

purchases. In times of rising prices, management can buy 

during this period which will increase the cost of goods sold 

and reducing income or delay purchases until the next period 

that will decrease this period's cost of goods sold and 

increasing income. Management can choose when to buy 

and manage earnings. Management has the ability to choose 

a number from a reasonable  price range and be confident no 

one can say some other number is better gives them the 

opportunity to manage earnings. When management's 

number choice is made with an eye to its effect on net or 

comprehensive income, it is engaging in "earnings 

management".

Several researches found different managerial incentives for 

earnings management.  DeFond and Jiambalvo (1994) find 

that sample firms accelerate earnings prior to lending 

covenants, and Holthausen, Larcker and Sloan (1995) 

observed that managers manipulate earnings downwards 

when their bonus are at their maximum. Healy (1985) also 

documented similar evidence. Another set of studies focus 

on top managers' job security and their incentives to 

manipulate earnings when the managers are faced with a 

possibility of losing their respective jobs. Watts and 

Zimmerman (1986) suggest that certain factors such as debt 

covenant constraints, compensation plan provisions, political 

costs, the need to issue equity capital, insider trading, etc. 

provide managers with incentives to manage earnings. 

Earnings management literature finds that motivations and 

opportunities for income manipulation vary with 

circumstances like CEO changes. Dechow and Sloan (1995) 

found that CEOs tend to reduce spending on research and 

development in their final employment years, possibly to 

increase reported earnings.  

Several recent studies investigate the capital market 

incentives for earnings management. These studies 

emphasize on discretionary accruals during the periods when 

capital market incentives are believe to be high. Several 

studies investigate the relationship between earnings 

management and security offerings. Teoh, Welch and Wong 

(1998a), and Kabir (2002) observed earnings management of 

initial public offerings (IPO), and Rangan (1998) and Teoh, 

Welch and Wong (1998b) investigated earnings management 

of seasoned equity offerings. These studies found evidence 

that at issue year firms, on average, have high positive
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earnings and abnormal accruals, followed by poor long-run 

earnings and negative abnormal accruals. Stock-for-stock 

mergers are another area where potential earnings 

management is examined. Erikson and Wang (1999) report 

that, in the quarters leading up to the merger, acquiring firms 

manage earnings upward apparently in an attempt to increase 

their stock prices. This is generally believed by the regulators 

and the public that managers manipulate reported earnings 

(Levitt, 1998).  Perry and Williams (1994) provides evidence 

of managers' manipulation of earnings in the predicted 

direction in the year preceding the public announcement of 

management's buyout intention. 

Prior research by Burgstahler and Dichev (1997), and 

Degeorge, Patel, and Zeckhauser (1999) found cross-sectional 

evidence that: (1) small reported losses are unusually rare 

while small reported profits are unusually common, and (2) 

small declines in reported earnings are unusually rare while 

small increases in reported earnings, suggesting that managers 

use their accounting discretion to avoid reporting losses and 

earnings declines. Managers exercise discretion over earnings 

to enhance earnings information by allowing communication 

of private information. It is most important to avoid losses, 

but once profitability is achieved it is then important to report 

increases in quarterly earnings and once increases have been 

achieved the goal becomes meeting analysts' earnings 

forecasts. (Watt and Zimmerman (1986); Holtahusen (1995); 

Degeorge, Patel, and Zeckhauser (1999)).  Managers of firms 

that achieve long string of consecutive increases in quarterly 

earnings per share (EPS), have stronger incentives than 

mangers of other forms to practice earnings management. 

Balsam (1998) examines the manner in which earnings 

components, including discretionary accruals, affect CEO 

cash compensation and shows that discretionary accruals are 

associated with CEO cash compensation. Discretionary 

accruals are positively and significantly associated with 

executive compensation, which suggests that firm managers 

use discretionary accruals to increase their compensation 

(Shuto, 2007). Nondiscretionary earnings components are 

more value relevant than discretionary earnings components 

(Subramanyan, 1996). Gaver and Gaver (1998) find that 

extraordinary losses are unrelated to CEO cash compensation. 

Baber, Kang and Kumar (1998) also find that the effect of 

earnings changes on compensation increases with persistence 

of those earnings changes.  

Xie et al (2003) argue that the nature of accrual accounting 

gives managers considerable discretion in determining the 

earnings in any given period. According to Teoh et al (1998a), 

within the boundary of GAAP, managers have several sources 

to manipulate earnings. They can choose an accounting 

method to advance or delay the recognition of revenues and 

expenses, use discretionary aspects of the application of the 

chosen accounting method, or adjust the timing of asset 

acquisitions and dispositions to alter reported earnings. 

There is a large literature examining the relationship between 

board monitoring and firm performance on various aspects 

such as CEO turnover, stock return, operating performance 

and financial reporting quality (Weisbach (1988); Brickley 

(1994); Vafeas (1999); Dechow et al (1995); Beasley (1996)).  

These previous papers not only confirm that the board of 

directors does affect firm performance, but also find some 

characteristics of the board are related to the effectiveness of 

the board, especially in monitoring top managers.  These 

characteristics are the independence of the board, the 

competence of outside directors, outside directors' ownership, 

and the activity of the board.

6. Techniques of Earnings Management 

Earnings management is a very popular term used by 

management to manage earnings. But it does not mean any 

illegal activities by management to manage earnings. 

Managers can achieve earnings from accounting choices or by 

operating decisions. Managers can manage earnings because 

they have flexibility in making accounting or operating 

choices. The most successful and widely used earnings 

management techniques can be classified into twelve 

categories. Here some of the most common categories are 

described below:

i. "Cookie jar reserve" technique:

  The cookie-jar technique deals with estimations of future 

events.  According to GAAP, management has to 

estimate and record obligations that will be paid in the 

future as a result of events or transactions in the current 

fiscal year based on accrual basis. But there is always 

uncertainty surrounding the estimation process because 

future is not always certain. There is no correct answer; 

there may be reasonably possible answers.  

Management has to select a single amount according to 

GAAP so there is a chance of taking the advantage of 

earnings management.  Under the cookie-jar technique, 

the corporation will try to overestimate expenses during 

the current period to manage earnings. If and when 

actual expenses turn out lower than estimates, the 

difference can be put into the "cookie jar" to be used 

later when the company needs a boost in earnings to 

meet predictions. Some examples of estimation to 

manage earnings  are: sales returns and allowances, 

estimates of bad debt and write-downs; estimating 

inventory write downs; estimating warranty costs; 

estimating pension expense; terminating pension plans 

and  estimating percentage of completion for long term 

contracts etc.

ii. "Big Bath" Techniques:

   Although a rare occurrence, sometimes corporations may 

restructure debt, write-down assets or change and even 

close down an operating segment. In these instances, 

expenses are generally unavoidable. If the management 
         



   record estimated charge (a loss) against earnings for the 

cost of implementing the change then it will negatively 

affect the cost of the share price. But the share price 

may go up rapidly if the charge for restructuring and 

related operational changes is viewed as positively. 

According to Big bath technique, if the manager have to 

report bad news i.e., a loss from substantial 

restructuring , it is better to report it all at once and get it 

out of the way. 

iii. "Big Bet on the Future" technique:

   When an acquisition occurs, the corporation acquiring 

the other is said to have made a big bet on the future. 

Under Generally Accepted Accounting Principles 

(GAAP) regulations, an acquisition must be reported as 

a purchase. This leaves two doors open for earnings 

management. In the first instance, a company can write 

off continuing R&D costs against current earnings in the 

acquisition year, protecting future earnings from these 

charges.  This means that when the costs are actually 

incurred in the future, they will not have to be reported 

and thus future earnings will receive a boost. The 

second method is to claim the earnings of the recently 

acquired corporation. When the acquired corporation 

consolidated with parent company earnings, then 

immediately receive a boost in the current year's 

earnings. By acquiring another company, the parent 

company buys a guaranteed boost in current or future 

earnings through big bet technique. 

iv. " Flushing" the investment portfolio:

  To achieve strategic alliance and invest their excess 

funds, a company buys the shares of another company. 

Two forms of investment are trading securities and 

available for sale securities. Actual gains or losses from 

sales or any changes in the market value of trading 

securities are reported as  operating income  where as 

any change in market value of available for sale 

securities during a fiscal period is reported in "other 

comprehensive income components" at the bottom of 

the income statement, not in operating income. When 

available for sale securities are sold, any loss or gain is 

reported in operating income.  A manager can manage 

its earnings through various techniques which are: 

a. timing sales of securities that have gained value: The 

company can sell a portfolio security that has an 

unrealized gain and can report the gain as operating 

earnings if it is required

b. Timing sales of securities that have lost value: If the 

manager wants to show lower earnings then he can sell 

the security that has an unrealized loss and report the 

loss in operating earnings.

c. Change of holding intent, write-down "impaired 

securities: Management can manage earnings through 

change of its holdings from available to sale securities 

to trading securities and vice versa. This would have the 

effect of moving any unrealized gain or loss on the 

security to or from the income statement

d. Write-down "impaired securities: Securities that have 

an apparent long term decline in fair market value can 

be written down to the reduced value regardless of their 

portfolio classification.

v. "Throw out" a problem child:

  To increase the earnings of future period, the company 

can sell the subsidiary which is not performed well i. e. 

"the problem child" subsidiary may be "thrown out". 

Earnings can be managed through sell the subsidiary, 

exchange the stock in an equity method subsidiary and 

spin off the subsidiary. A gain or loss is reported in the 

current period statement when a subsidiary is sold.  The 

existing shareholders become the owner of the problem 

child by distributing or exchanging the shares of a 

subsidiary with the current shareholders. As a result, no 

gain or loss is normally reported on a spin off.  

Moreover, it is possible to "swap" the stock in an equity 

method subsidiary without having any recordable gain 

or loss.  

vi. Introducing new standard 

  New rules and regulations are introduced in GAAP due 

to changing demand of business environment.  

Accounting principles can be modified in a way that 

will not change the earnings.  When a new accounting 

standard is adopted it takes two to three years to adopt 

the standard. Voluntary early adoption may provide an 

opportunity to manage the earnings. A company can 

take the advantage of manage earnings by changing the 

time an accrual basis rather than cash basis those are 

recorded as expense on a cash basis. Moreover, timely 

adoption of a better revenue recognition rule will 

provide a new window to manage the earnings.  

vii. Write off of long term operating Assets

   The cost of long term operating assets used or consumed 

is recorded as an amortization (intangible assets- 

goodwill, patents, copyrights, and trademark), 

depreciation (tangible assets- buildings, machinery, 

equipment) and depletion expense (natural resources-

timber, coal, oil, natural gas) over the periods expected 

to be benefited. Management has the discretionary 

power when selecting the write off method; write off 

period; estimating salvage value. It is not necessary to 

record depreciation or amortization expense if the long 

term operating asset changed to non operating asset.

viii. Sale/leaseback

  A company can enhance the earnings of the financial 

statement by selling a long term asset that has 

unrealized gain or losses. For instance, the cost of a 

machine showed in the balance sheet at Tk 20 lac, but
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   its market value is now Tk. 30  lac. If the machine is 

sold then Tk. 10 lac gain will enhance the current 

period earnings. In addition, by recording a gain or loss 

a company can manage its earnings. According to IAS 

17, losses occurring in a sale/leaseback transactions are 

recognized on the seller's book immediately and gain 

are amortized over the period if it is capital lease or 

proportion of the payment is operating lease.  

ix. Operating versus non operating Income

  Earnings are two types: operating and non-operating. 

Non operating earnings will not affect future earnings 

where as operating earnings are expected to continue 

in the near future. Non operating income includes: 

discontinued operations, extraordinary gains or losses, 

cumulative effect of change in accounting principles. 

The manager can manage its earnings when making 

decisions about items which falling into those areas. To 

illustrate, a disposition of a major manufacturing plant 

could possibly be classified as either a special or 

unusual charges or as discontinued operations. What 

classification is more accurate may depend on 

management judgment regarding this factor.

x. Early Retirement of Debt

   Management can manage the earnings by selecting the 

fiscal period of early retirement of debt. A gain or loss 

is occurred when the company makes the early 

payment of cash which is different from the book value 

of long term debt such as bonds. This gain or loss is 

recorded as an extraordinary item at the bottom of the 

income statement which boosts the earnings of that 

period. 

xi. Use of Derivatives

  Derivatives offer a lot of opportunities for manager to 

manage earnings. Derivatives can be used to protect 

against some types of business risk, such as: interest 

rate changes; commodity price change; the weather; oil 

price changes; changes in foreign currency exchange 

rates. Derivates should be reported as assets and 

liabilities in the balance sheet and measured at fair 

value. Gains and losses from derivate transactions are 

generally recognized immediately in regular income.  

For example, suppose a company had a large issue of 

bonds outstanding at a fixed interest rate. The company 

could enter into an interest rate swap that would 

effectively convert the fixed rate bonds into variable 

rate bonds. When the interest rate increases, the 

company would then record an increase in interest 

expense for the bonds and a decrease if the rate has 

decreased. Since, when the company enters into the 

swap is up to the company, the timing option provides 

an opportunity to manage the earnings. 

xii. Shrink the ship

  Companies do not have to report any gain or loss for 

repurchase of their own shares on the income statement 

because no income is recognized on the transaction. 

Income is only earned through equity transactions 

outside the firm, not with those involving the firm's 

owners. A stock buy does not affect earnings but it is 

used to affect earnings per share. 

So, these are the common & popular earnings management 

techniques. Management uses these techniques as & 

when required to manage earnings. Management uses 

cookie jar reserve technique to show boom earnings in 

the future period. Big Bath technique are used in the 

belief that if  a manager have to report bad news i.e., a 

loss from substantial restructuring , it is better to report it 

all at once and get it out of the way. Sometimes a 

subsidiary may underperformed & the earnings of this 

type of security are managed by throw out a problem 

child method. Companies that changes GAAP have to 

take care that stock market does not view the change as 

lowering the quality of earnings. Timely disposition of 

long term productive assets (Sale/leaseback and asset 

exchange technique) can result in the recording of 

unrealized gains or losses. Under the amortization, 

depreciation and depletion method, management 

manages earnings by selecting the write off method & 

period & estimating salvage value.

7. Motives behind earnings management 

  The reasons for Earnings management are diverse and 

range from the intention to satisfy analysts' 

expectations to incentives to realize bonuses or to 

maintain a competitive position within the financial 

market. Legal earnings management means financial 

reports are adjusted in line with financial reporting 

standards. Earnings management becomes fraudulent 

financial reporting when it falls outside the bounds of 

acceptable accounting practice. Therefore, companies 

will only engage in earnings management when the 

benefits of this behavior are higher than the risks and 

costs involved. Stable dividend and stable business act 

as motivational tools to the manager to manage 

earnings (Suda and Shuto, 2006). Matsumoto (2002) 

argues that firms with high growth prospects have 

greater incentives to manipulate earnings to avoid 

unfavorable market reaction to negative earnings news. 

Matsumoto also stated that the earnings of loss firms 

are less value relevant and thus managers are less 

likely to adjust earnings to meet targets.

 Prior researches identified different categories of 

incentives: stock market incentives; signaling/ 

concealing private information; political costs; 

personal interest; internal motives; management  

compensation contract motivations; lending contracts 

motivations and regulatory motivations.
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   i. Stock market incentives 

   The interaction between accounting numbers and stock 

markets reaction can indeed push management towards 

earnings management. Investors often rely on the 

views and forecasts of stock market analysts to put 

together a portfolio of potentially successful firms. 

Meeting or beating the analysts' forecasts seems to be 

of enough importance for companies to engage in 

earnings management. Meeting the analysts' 

expectations is important because firms that meet or 

beat expectations enjoy higher returns, even when it is 

likely that this is achieved through earnings 

management or expectations management. Missing an 

earnings benchmark has negative implications for 

stock returns as well as CEO compensation. To be able 

to meet or beat the forecasts, managers turn to earnings 

management. If pre-managed earnings are below the 

forecast, managers use income-increasing earnings 

management. If pre-managed earnings are higher than 

the forecast, managers can choose between income-

decreasing earnings management (saving it for a rainy 

day) or not managing the earnings (hoping for an 

increase in stock return).

   Companies that show an increase in earnings as well as 

in revenues are less susceptible to earnings 

management. To align shareholders' goals with 

managers' objectives and give less room to agency 

conflicts, CEO's and senior management are often 

compensated by equity incentives. This kind of 

opportunistic behavior might even increase when there 

is a direct link to these two incentives and the financial 

benefit of the firm's management. Recent research also 

considered earnings management in specific stock 

market situations, such as an initial public offering and 

seasoned equity offerings. 

i. Signaling or concealing private information

  Earnings management is, by definition, a process of 

altering financial information in order to achieve certain 

goals. Failing firms engage in earnings management and 

alter their annual accounts to conceal their financial 

struggle without immediately measuring the 

consequences on stock price or CEO compensation. The 

growth signal combined with another signal such as a 

stock split might be an effective way of communicating 

private information. 

ii. Political costs

   Firms can also manage reported earnings by changing 

financial statements in order to influence shareholders' 

opinions and decisions. Governmental regulations and 

tax laws, when company make use of financial reports, 

are obvious candidates to be analyzed as possible 

sources of earnings management motives. It can be 

valuable to companies to seem more/less profitable to 

escape from governmental interference. When 

accounting numbers are the basis for tax calculation, 

there might be large tax avoidance incentives for 

earnings management. In summary, political costs seem 

to be a strong incentive for firms to manage their 

earnings. This is even proven in economies where there 

exist no efficient stock markets and CEO's are appointed 

by the government.

iii. Personal incentives

  There might be other than financial motives for the CEO 

to manage earnings. A new CEO can be tending to 

downwards earnings management in the year of change 

and upwards earnings management in the following 

years. Retiring CEO's use upwards earnings 

management to leave in style and keep a seat on the 

board.

iv. Internal motives

   Finally, there are motives for earnings management that 

are not linked to external stakeholders (such as 

shareholders, government or unions) but are intra-

company. Within a company, it might also be useful to 

alter financial reports or to structure transactions in such 

a way that budget ratcheting is avoided or performance 

standards are met. Managers will choose to use income-

decreasing unexpected accruals when the earnings 

innovations are transitory. Companies using externally 

determined standards (i.e. relatively unaffected by 

participants such as peer group standards, fixed 

standards or cost of capital) are less likely to smooth 

earnings than those companies that use internal standards 

(budget goals, prior year, subjective standards).

v. Management compensation contract motivations

  The management compensation theory, also known as the 

bonus plan hypothesis contends that managers are 

motivated to use earnings management to improve their 

compensation, as management bonuses are often tied to 

the firm's earnings. It is thus expected that earnings 

management is used to increase income.  Managers are 

more likely to choose to report accruals that defer 

income when the cap on bonus awards were reached, as 

they had no more to gain from extra earnings and would 

be better off increasing income for the following year at 

that point. These ties in with the 'big bath' hypothesis, 

which suggests that if managers are unable to manipulate 

earnings to reach a particular target, they will have the 

incentive to use earnings management to decrease 

current earnings in favor of future earnings and, 

therefore, future bonuses. Dechow & Sloan (1995) found 

that managers decrease research and development 

expenditure in the final year of their terms in order to 

increase earnings and thus their    payout upon leaving 

the company.
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  vi.  Lending contracts motivations

 Another major hypothesis is the debt covenant 

hypothesis. This theory is based on the fact that 

creditors often impose restrictions on the payment of 

dividends, share buybacks and the issuing of additional 

debt in terms of reported accounting figures and ratios, 

in order to ensure the repayment of the firm's 

borrowings. Hence, the hypothesis is that firms who 

have a lot of debt have an incentive to manage earnings 

so that they do not breach their debt covenants. Banks 

used loan loss provisions to manage earnings (Sumit, 

2006).

   Studies have produced mixed results in this area. Healy, 

DeAngelo, and Skipper investigated whether firms 

close to breaching their lending covenants changed 

accounting methods, such as the accounting of 

depreciation, accounting estimates, or made other 

transactions in order to avoid breaching their covenant. 

They concluded, however, that there was little 

evidence of earnings management by these firms; 

rather, they were more likely to reduce dividend 

payments or restructure their operations and 

contractual obligations. On the other hand, DeFond & 

Jiambalvo (1994) found that firms who violated their 

debt covenants used accruals to increase income the 

year before the violation.

vii. Regulatory motivations

  Some industries, in particular the banking, insurance 

and utility industries are monitored for compliance 

with regulations linked to accounting figures and 

ratios. Banks and insurance firms especially are often 

subject to requirements that they have enough capital 

or assets to meet their liabilities. Such regulations may 

give managers incentives to use earnings management.

  Research has shown that banks which are close to 

minimum capital requirements use earnings 

management techniques such as overstating loan loss 

provisions, understating loan write -offs and 

recognizing abnormal realized gains on their 

investment portfolios, presumably so as not to breach 

the regulatory requirements. 

8. Controlling of Earnings Management
One way to control earnings management (by accounting 

techniques) is setting more rigorous Accounting standards. 

However, this may have the unwanted effect that manager's 

turn to 'real earnings management', which consists of 

abnormal, suboptimal, business practices in order to change 

reported earnings. Given the weak legal system and the lack 

of accounting and capital market infrastructure in 

transitional economies, emerging economies are particularly 

likely to face severe problems in monitoring managers' 

accounting decisions. The introduction of international 

accounting standard and practices in the market has been 

shown to increase market liquidity; reduced transaction cost, 

and improved pricing efficiency. It is still an open question 

as to whether the adoption of international accounting 

standards improves the quality of accounting information, 

thereby reducing the level of earnings management. Firms 

adopting IAS are less likely to smooth earnings, less likely 

to manage earnings upwards to avoid reporting a loss, and 

more likely to recognize loss timely than non-adopting 

firms. 

As the world's economies have become increasingly 

interlinked, many countries are trying to harmonize their 

accounting standards, and even to adopt a common set of 

reporting standards. Under the lead of the International 

Accounting Standards Board (IASB), more than 100 

countries have either implemented International Financial 

Reporting Standards (IFRS) or plan to do so. The US 

Securities and Exchange Commission (SEC) announced that 

it would promote international compatibility by allowing 

foreign companies to access US capital markets while 

reporting under IFRS (SEC,2007).In the European Union, 

companies were obliged to prepare their consolidated 

accounts in conformity with IFRS if, at their balance sheet 

date for financial years starting on or after 1 January 2005, 

their securities were admitted to trading on a regulated 

market of any EU Member State (European Union, 2002). A 

similar rule applies in Australia.

In addition, corporate governance practices signal the 

potential for earnings management. Permissive structures 

indicate that manipulation is more likely. The board of 

directors sets overall policy & provided oversight for 

operating activities. Historically, boards were composed 

mainly of owners, managers & other insiders. It is now clear 

that a majority of independent board member is essential for 

effective oversight.

Moreover, if accounting standards as well as governmental 

scrutiny do not completely eliminate earnings management 

then auditors should be confronted with attempts to alter 

financial reports. Increased audit quality could or should 

lead to increased quality of reported earnings.  Audit 

committee members must be aware of the ways in which 

management's accounting-related choices provide 

opportunities to manage earnings -through timing of 

transactions and making estimates.

Roman (2009) suggested that Audit committee members can 

use the summary of critical accounting policies as follows:

1) Understand the transactions that require management 

to make the judgment or estimate. (For example, a 

company that mentions its accounting for inventory as 

significant is telling us it has more goods for sale 

during a period than it in fact sells.)

2) Understand the choices available to management in 

U.S. GAAP or, now, under IFRS, to account for the 

transactions in item 1. (In the U.S., the company can 

use FIFO or LIFO or weighted-average cost flow
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  assumptions or specific identification. The company 

reporting under IFRS cannot use LIFO.)

3) Understand what management chose and why. (A 

company choosing LIFO likely does it to defer income 

tax payments in times of rising prices and increasing 

inventories.)

4) Most important, understand the potential a given 

choice provides for earnings management. (If the 

auditor doesn't know how a company using LIFO can 

manage earnings by delaying year-end purchases, he 

won't know to ask whether there have been unusual 

year-end accelerated or deferred purchases.) 

When auditors understand how a company's transactions 

intertwine with its accounting principles, they will be able to 

determine whether a company engages in earnings 

management or not.

9. Conclusion
Earnings management is a tool for satisfying self interest of 

the managers. But, it can be used for the welfare of the stake 

holders, if it is ethically used. So, to get the optimum benefit 

of earnings management, steps should be taken to improve 

corporate governance. Accounting standards should be 

revised and set in such ways, that there remain no loopholes 

for manipulate earnings. Auditors should be more careful in 

detecting earnings manipulation and their independence 

should be ensured.  Finally, the consciousness and the 

morality of the stake holders can turn this malpractice into a 

good one if the motivations behind the earnings management 

are free from evil intensions.
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Critical Review of Export Financing Programs: Challenges and Opportunities
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Abstract: Export financing is a key competitive factor for exporters and may upsurge their opportunities of signing 

contract. Export financing is a specific theme within the purview of financial services industry. It is much different 

from commercial lending, mortgage lending or insurance. A product is sold and shipped overseas; therefore, it takes a 

long period of time to get the payment back. Extra time and energy is required to devote to ensure a buyer's reliability 

and credit worthiness. Also, foreign buyers - just like domestic buyers - prefer to delay payment until they receive and 

resell the goods. Due diligence and careful financial management can balance the difference between profit and loss 

on each transaction. This article is designed to highlight the different types of trade financing and the different 

funding sources available. It would also provide better insight on the various kinds of financing which will help 

borrowers avoid common mistakes like securing the wrong type of financing, miscalculating the amount required or 

underestimating the cost of borrowing the money. 

Keywords: Export Intermediaries, Factoring, Forfaiting, Risk Management.

Introduction:

All sellers want to get the payment back as quickly as 

possible, while buyers usually prefer to delay payment, at 

least until they have received and resold the goods. This is 

true in domestic as well as international markets. Growing 

globalization has posed intense competition for export 

markets. Importers and exporters are looking for any 

competitive advantage that would help them to boost their 

sales. Flexible payment terms have become a fundamental 

part of any sales package. 

Selling on open account, which may be best from a 

marketing and sales standpoint, places all of the risks with 

the seller. The seller ships and turns over title of the product 

simply on a promise to pay from the buyer. Cash-in-advance 

terms place all of the risks with the buyer as they send 

payment on a promise that the product will be shipped on 

time and it will work as advertised. Today, open account 

terms with extended dating are becoming more common 

despite the hazards. Trade financing provides alternative 

solutions that balance risk and payment. In this overview, an 

attempt has been made to outline the two broad categories 

of trade financing:

Pre-shipment financing to produce or purchase the material 

and labour necessary to fulfil the sales order, or

Post-shipment financing to generate immediate cash while 

offering payment terms to the buyers.

Objective of the study

The main objective of this paper is to highlight the various 

kinds of export financing and the different funding sources 

available. It aims at articulating the benefits of financing for 

both the exporters and importers. It would also provide 

better insight on the different types of alternative sources of 

financing which will help borrowers avoid common 

mistakes like securing the wrong type of financing, 

miscalculating the amount required or underestimating the 

cost of borrowing the money.

Methodology of the study

This paper is mainly based on the secondary data. The 

secondary data and information are collected from the 

published books, journals and research papers particularly in 

context of the U.S.A.

General Considerations in Financing

The following factors and considerations apply to financing in 

general.

a. Financing can make the sale

  Favourable payment terms make a product more 

competitive. If the competition offers better terms and 

has a similar product, a sale can be lost.

  In other cases, the exporter may need financing to 

produce the goods or to finance other aspects of a sale, 

such as promotion and selling costs, engineering 

modifications and shipping costs. Various financing 

sources are available to exporters, depending on the 

nature and character of the transaction and the 

exporter's overall financing needs.

b. Financing Costs

  The costs of borrowing, including interest rates, 

insurance and fees will vary. The total cost and its 

effect on the price of the product and profit from the 

transaction should be well understood before a pro 

forma invoice is submitted to the buyer. 

c. Financing Terms

  Costs increase with the length of terms. Different
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  methods of financing are available for short, medium, and 

long terms. Exporters need to be fully aware of financing 

limitations so that they reach the optimum solution with 

the most favourable terms for both seller and buyer.

d. Risk Management

  The greater the risks associated with the transaction, the 

greater the cost. The creditworthiness of the buyer 

directly affects the probability of payment to an exporter, 

but it is not the only factor of concern to a potential 

lender. The political and economic stability of the 

buyer's country are also taken into consideration. 

e. Lenders are generally concerned with two questions:

   Can the exporter perform? They want to know that the 

exporter can produce and ship the product on time, and 

that the product will be accepted by the buyer.

   Can the buyer pay? They want to know that the buyer is 

reliable with a good credit history. They will evaluate 

any commercial or political risk. 

If a lender is uncertain about the exporter's ability to perform, or 

if additional credit capacity is needed, government guarantee 

programmes are available that may enable the lender to provide 

additional financing.

Export Intermediaries

Many times, small business owners may not have the time or 

resources to pursue international sales. If there is a demand for 

the company's product, use of export intermediaries may prove 

beneficial. 

ExportTrading Companies (ETCs) and Export Management 

Companies (EMCs) can help in international sales and 

marketing efforts. In some instances, EMCs can help finance 

export sales. Some of these companies may provide short-term 

financing or may simply purchase the goods to be exported 

directly from the manufacturer. This eliminates any risks 

associated with the export transaction as well as the need for 

financing.

Larger enterprises involved in online commerce can expand the 

way they do business and trading with dependable online 

payment processing services.

Types of Trade Finance 

Trade Finance, Working Capital Loans and Foreign Buyer 

Financing: Trade finance generally refers to the financing of 

individual transactions or a series of revolving transactions. 

Also, trade financing loans are often self-liquidating-that is, the 

lending bank stipulates that all sales proceeds are to be 

collected, and then loans are adjusted. The remainder is credited 

to the exporter's account.

The self-liquidating feature of trade finance is critical to many 

small, undercapitalized businesses. Lenders who may otherwise 

have reached their lending limits for such businesses may 

nevertheless finance individual export sales, if the lenders are 

assured that the loan proceeds will be used solely for pre-export 

production; and any export sale proceeds will first be collected 

by them before the balance is passed on to the exporter. 

Although the lenders can exercise the extent of 

abovementioned control over such transactions and the 

existence of guaranteed payment mechanisms established for 

international trade, trade financing can be less risky for 

lenders than general working capital loans.

Working Capital Loans: For exporters, working capital loan 

programmes are normally associated with pre-shipment 

financing. Many small business firms need pre-export 

financing to cover the operating costs related to a sales order 

or contract. Loan proceeds are commonly used to finance 

three different areas:

Labour - the people needed to manufacture the export 

product,

Materials -the raw materials needed to produce the 

export productand

Inventory - the costs associated with buying the raw 

materials& other accessory goodsof export product.

Term Financing for Foreign Buyers

Frequently, foreign buyers don't have the cash in hand to pay 

for major purchases. So, the buyers ask for extended credit 

terms and/or financing. Few exporters can manage the cash 

flow dilemma or commercial and political risks caused by 

these long-term contracts.

Buyer Credit Programmes are often an effective solution that 

benefits the exporter, their buyer and commercial lenders 

providing the loans. Programmes typically provide loan 

guarantees to commercial lenders. These kinds of 

programmes benefit all the parties involved. The exporter 

benefits because they are paid cash on delivery and 

acceptance of the product or service. The foreign buyer 

benefits because they get extended credit terms at markets 

rates or better. In the United States, the lender benefits 

because guarantees may be backed by the U.S. Government, 

results in full repayment of the loan and a reasonable return 

on funds loaned.

Trade Finance Products Factoring

Once a product has been shipped, that inventory is converted 

to an Account Receivable (A/R). A list of all Accounts 

Receivable is maintained on an aging report while the 

exporter waits for final payment. If there is a need for 

immediate cash, it is possible to sell the A/R at a discount. 

This solution is called Factoring. A Factor (an organization 

that specializes in the financing of accounts receivable) takes 

title for immediate cash at a discount from the face value. 

Although factoring is often done without option of the 

exporter, there are scopes to verify these specific 

arrangements.

Factors normally provide 70% of the face value with 3-5 

working days, and assume responsibility for collection from 

the buyer. After final payment, the Factor will pay the 

remaining 30% - less a service fee of 4% - 5%.
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Forfaiting

Forfaiting is the selling, at a discount, of longer term accounts 

receivable or promissory notes of the foreign buyer. These 

instruments may also carry the guarantee of the foreign 

government. Both U.S. and European forfaiting houses, which 

purchase the instruments at a discounted price, are active in the 

U.S. market. Because verifying all of the specific arrangements, 

forfaiting may be done either with or without recourse to the 

exporter.

Purchase Order Financing

A Purchase Order (P.O.) is a legal agreement signed by a buyer 

requesting a seller to provide goods or services. Purchase orders 

normally list the quantities or amount of goods or services 

required and the terms and conditions of delivery and payment.

Major domestic buyers will normally issue a P.O. with Net 30 to 

60 day terms. Overseas suppliers will usually ask for OD or 

sight draft Letter of Credit terms. For an importer, this 

difference in terms of sale means that there won't be any cash 

coming in during the manufacturing process or the transit 

period. Unless a bank or factor will finance the A/R period, the 

importer is out of cash until the invoices are finally paid off.

Purchase Order Financing can be an alternative solution to this 

cash flow dilemma. P.O. Financing is a short-term funding 

technique used to finance the purchase or manufacture of goods 

that have been presold to a creditworthy customer. Lenders that 

offer this specialized form of financing will assist in the 

purchase of product inventory by using the inventory and 

confirmed purchase orders as collateral.

Importers, Exporters, Distributors or Manufacturers can use 

Purchase Order Financing. Funds are used for issuing Letters of 

Credit, payment to suppliers for finished goods, raw materials 

or direct labour. Purchase Order Funding is a risky form of 

financing and therefore costs more than traditional financing. It 

requires extensive due diligence, and lenders are highly 

selective. If the prerequisites can be met fully, there are some 

excellent P.O. lenders available to offer a financial solution.

Sources of Export Financing

Trade Port is affiliated with a managed financial network of 

banks, lenders and brokers focussed on the small business 

market. Trade Port's trade finance partners bring together the 

international trade strengths of the California Trade Partners 

(CTP) network, private sector banks and lenders, such as, DS-

Concept Factoring, Inc., the U.S. Commercial Service, 

Meridian Finance Group, the U.S. Export-Import (EXIM) Bank 

and the Small Business Administration (SBA) all designed for 

the benefit of small business trade development.

Export Credit Insurance

You need to extend competitive credit terms to grow your 

international business, but what happens if you don't get the 

payment back? Your foreign customers could go out of business 

or file bankruptcy, face currency devaluations or foreign 

exchange problems, run short of cash, take you for a ride, or fail 

to pay you for any number of other commercial or political 

reasons. You can protect your foreign receivables against 

virtually all non-payment risks with an export credit insurance 

policy.

Export credit insurance is an effective sales tool that enables 

you to extend competitive payment terms with confidence. It 

can help you penetrate new markets, negotiate larger order 

quantities, establish or expand distribution, and increase the 

profitability of your export business. If you finance your 

receivables, the coverage will also make your foreign A/R more 

attractive to banks, factors, and other lenders. So, you can 

negotiate the most favourable advance rates and loan terms. 

Export credit insurance is available from specialized brokers 

like Meridian Finance Group.

Commercial Banks

Large multinational banks are generally thought to be the most 

experienced in trade financing. Frequently these services are 

reserved for their major clients and maintain transaction 

minimum of $1M or more. These banks are less interested in 

working with small business firms because of smaller size and 

volumes accompanied by greater risk. In fact, small importers 

and exporters often present a business profile that creates 

obstacles to financing. Even SMEs with large trade deals are 

not attractive to larger banks due to risk and credit issues such 

as loan concentration, debt-earnings ratio restrictions or 

insufficient collateral. 

It is important to select a lender that is sincerely interested in 

serving businesses of similar type or size. If your bank lacks an 

international department, it may refer you to a correspondent or 

partner bank. There are non-banks lenders and service providers 

that specialize in export finance.

Due Diligence

As part of your due diligence when selecting a bank and a 

financial solution, ask the following questions:

What are the charges for confirming a letter of credit, 

processing drafts, and collecting payments?

Does the bank have foreign branches or correspondent 

banks? Where are they located?

Can the bank provide buyer credit reports? At what cost?

Does the bank have experience with U.S. and state 

government financing programmes that support small 

business export transactions? If not, is it willing to 

consider participating in these programmes?

What other services, such as trade leads, can the bank 

provide?

Information and Application

Banks and non-bank lenders will require business information as 

part of their due diligence.This information is packaged with a 

loan application and submitted to the lender. The typical 

information required may include some or all of the following:

Year-end financial statements for the last three years on 

the business and signed tax returns.

Current interim financials, normally not older than 90 days.

Current A/R and A/P aging and inventory details

Personal Financial Statements on all owners of 20% or 

more and each of their last three years tax returns (signed).

Product literature/Business Plan or narrative on how
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business is operated, number of products produced and 

sold (proof of ability to perform).

Resumes on key management.

Financial projections (P&L) and Cash Flow statement

Proof of 50% US content in product exported.

Purchase Order copies from exporter from foreign buyers 

(basis for loan/line advances).

Information on Foreign Buyers (ability to pay) .

Assistance from the Government - Case of USA

Several government agencies offer programmes to assist 

exporters with their financing needs. Some are guarantee 

programmes that require the participation of an approved lender, 

while others provide loans or grants to the exporter or a foreign 

government.

Government programmes generally are aimed at improving an 

exporter's access to credit. They are not intended to subsidize the 

cost of credit at below-market levels. With few exceptions, 

banks are allowed to charge market interest rates and fees; a 

portion of those fees are paid to the government agency to cover 

the agencies' administrative costs and default risks.

Government guarantee and insurance programmes are used by 

commercial banks to reduce the risk associated with loans to 

exporters. Lenders who are concerned with an exporter's ability 

to perform under the terms of sale, and with an exporter's ability 

to be paid, often use government programmes to reduce the risks 

that would otherwise prevent them from providing financing.

Export Import Bank of the United States (EXIM Bank)

EXIM Bank is an independent federal government agency 

responsible for assisting export financing of U.S. goods and 

services. It offers a variety of information services, insurance, 

loan, and guarantee programmes.

EXIM Bank operates an export financing hotline that provides 

information on the availability and use of export credit 

insurance, guarantees, direct and intermediary loans extended to 

finance the sale of U.S. goods and service abroad.

Briefing programmes are offered by EXIM Bank to the small 

business community. These programmes include regular 

seminars, group briefings, and individual discussions held both 

within the Bank and around the country.

U.S. Department of Agriculture (USDA)

The Foreign Agricultural Service (FAS) of the U.S. Department 

of Food and Agriculture (USDA) administers several 

programmes to help make U.S. agricultural exporters 

competitive in international markets and make U.S. products 

affordable to countries that have greater need than they have 

ability to pay. These programmes are designed to make it easier 

for commodity exporters to obtain bank financing by providing 

repayment guarantees to the lenders.

The USDA's Commodity Credit Corporation (CCC) operates 

Export Credit Guarantee Programmes to provide United States' 

agricultural exporters or finance institutions a guarantee that 

they will be repaid for short- and intermediate-term commercial 

export financing to foreign buyers. These programmes protect 

against commercial or non-commercial risk if the importer's 

bank fails to make payment. Under a programme, the CCC will 

guarantee credit terms of up to 3 years and under another, credit 

terms from 3 to 10 years are guaranteed.

Small Business Administration (SBA)

The Small Business Administration (SBA) has some services 

specifically designed to help the small business get started in 

exporting. The SBA provides financial assistance programmes 

for U.S. exporters. Applicants must qualify as small businesses 

under the SBA's size standards and meet other eligibility criteria. 

The SBA has two main programmes to assist U.S. exporters-the 

Export Working Capital Programme and the International Trade 

Loan (ITL) programme.

The SBA programmes provide the small business owner with 

financing aids that will enable the business to obtain the capital 

needed to get into exporting. This programme is designed to 

help small business exporters obtain financing by reducing risks 

to lenders. The SBA will guarantee up to 90% of a loan from a 

private bank. The proceeds from the loan can be used for pre-

shipment working capital, post-shipment exposure coverage, or 

a combination of both.

Advantages for Exporter
Gains competitive edge by offering financing to prospective 

buyers;

Receives cash payment upon shipment or commissioning

Does not tie up assets;

Avoids credit, currency and interest-rate risks in the 

settlement period;

Does not need to use administrative resources to collect the debt.

Advantages for importer
Can use long-term financing to match expected revenues with 

expenditures, making cash flow more efficient;

Obtain financing that is less expensive than local financing 

which may be subject to restrictions;

Obtain additional savings on financing as exporters can use 

private insurance programmes which can make financing 

available at competitive rates;

Can obtain fixed-rate financing and be certain of the size of 

future payments;

Conclusion

From the above discussion it is evident that all types of export 

financing are not equallycost effective. They may differ from 

organization to organization. Costs of finance also vary 

depending upon the nature and character of transaction, types of 

finance, credit terms, magnitude of credit period etc. The costs 

of funding also impact on the profitability.  Therefore, an 

organization needs to examine & evaluate each & every 

alternative sources of finance and select the best alternative for 

the attainment of the highest possible profit and thereby 

increasing the value of the firm/ organization.
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Abstract:  Human resource is more valuable than any other physical and financial resources in an organization. 

Human Resource Accounting (HRA) is in infant phase and so also  Human Resource Disclosure (HRD) which is still 

in straightforward phase although it is useful to the organizations. This study attempts to identify the nature of their 

voluntary disclosures on human resources in the annual reports of 32 listed companies in Bangladesh on the basis of 

25 HR Disclosure Index through content analysis. The results show that the HR disclosure scores range from minimum 

28 percent to maximum 88 percent with an average of 60.75 percent. It also revealed that the average HR disclosure 

scores by banking companies and non banking companies are 63.14 percent and 58.89 percent respectively. Overall, 

the study found that the reporting practice of sample enterprises at present is praiseworthy.

Keywords: Voluntary Disclosure; Human Resource; Human Resource Disclosures; Annual Reports; Content Analysis.

Introduction:

In any organization the most important input is the human 

element. The success or failure of a company very much 

depends on the persons who manage the organization. 

Investors in the capital market places in most cases high 

value in the human ability rather than any other factors like 

net worth, yield, price earning ratio etc,. History is replete 

with examples of several great personalities like Hazrat 

Mohammad (SM), Christ, Buddha and Krishna that makes 

us realise what a single individual can achieve without any 

material resource. "In business also, the greatest asset is the 

human resource of the enterprise and not the plant, 

equipment or the magnificent building it owns (Batra & 

Bhatia 1993)." It is worth recalling what Alfred Marshall 

said long ago that "the most valuable of all capital is that 

invested in human beings". 

There are only a few people who would deny the fact that 

people are vital for the effective operation of a company 

(Weihrich and Koontz, 1994). An educated, skilled and 

competent workforce is a necessity for any organization in 

this competitive business world. The reason is that, it is the 

people who make decisions and make the necessary works 

done in order to achieve the success. Money and other assets 

cannot assure success without human efforts. So, 

information about human resource are 'valuable' to the 

stakeholders. In fact human resource needs huge money to 

be invested in the recruitment, selection and training of 

people. Against this backdrop, Caplan and Landekich (1974) 

emphasized that there is a genuine need for reliable and 

complete information that can be used in improving and 

evaluating the management of human resources. Though in 

these days people in an organization are often referred to as 

'Human Capital' or 'Human Assets', the crux of the problem 

is that human resources are never shown in the Balance 

Sheets as a 'Distinct Category' (Weihrich and Koontz, 1994). 

Great management scientists like Rensis Likert (1967) and 

his colleagues suggested for a new approach called 'Human 

Resource Accounting'. The basic objective underlying 

human resource accounting is to facilitate the effective and 

efficient management of human resources (Porwal, 1993).

The accountants in the past have not given due consideration 

to this important asset working in the enterprise. In our 

traditional accounting practices, the heavy amount incurred 

on the recruitment, placement, selection, training and 

development of the personnel is generally treated as revenue 

expenditures and hence it is debited to profit and loss 

account of the period during which such amount is incurred. 

 Today, it is argued that these expenditures are incurred by 

an enterprise to get the benefit of the services of its 

manpower force in future. It is against the accounting 

principle to treat them completely of a revenue nature. The 

failure of professional accountants to treat human resources 

as assets just like physical and financial assets attracted the 

attention of academics, and in the seventies, the concept of 

HRA was evolved to emphasize that human resources should 

be treated like physical assets and should be shown on the 

balance sheet of the enterprise (Batra & Bhatia 1993)
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Against this backdrop, it can be said that the nondisclosure of 

human resources information in financial statements distorts 

net income disclosed by profits and loss account, total assets 

figure shown in balance sheet and the computation of the rate 

of return on capital employed, because its components 

namely, net income and total assets, are distorted. (Batra & 

Bhatia 1993). For this reason, stakeholders are being deprived 

of getting important information about the human resources 

of their organization.

In today's civilization, the words like 'information economy', 

'knowledge-based economy' etc. has become very common. 

Though the matter of human knowledge is given so much 

importance these days, it is seen that capital market still relies 

on financial information (Johanson, Martensson and Skoog, 

2001). The reason behind this is that as a valuable asset, 

human resource does not show that much physical evidence. 

But there is no doubt that through the passage of time, the 

need for this kind of information is getting much importance. 

In the 1960s accounting researchers started to elaborate on the 

subject of human resources (Monti-Belkaoui and Riahi-

Belkaoui, 1995). Roslender and Finchman (2001) asserted 

that most of the human resource accounting studies engaged 

in measurement development and utility analysis, 

strengthening the view of employees as valuable 

organisational resources.

With the growth of Knowledge-based companies since mid 

1980s, it became indubitable that the value of the human 

resources in these companies often exceeded the assets shown 

in their financial statements (Rimmel, 2003). Many authors 

expressed that the market value of the Knowledge-based 

companies could be 10 to 100 times its book value. 

(Brooking, 1996; Stewart, 1997; Edvinsson and Malone, 

1997; Sveiby, 1997). From the 1990's, the term intellectual 

capital is getting much popularity in these knowledge-based 

companies as well as accounting practitioners (Guthrie, 

2001). So, there is no doubt that disclosure on human 

resources is a burning question these days. To overcome 

limitation of not showing HR in financial statements 

companies trying to minimize the problem of showing this 

asset and the same time to get shareholder's attention, many 

companies are now reporting on their human resources in a 

mostly non-financial format in the annual reports voluntarily. 

These voluntary disclosures are mainly made in the 'Director's 

Report' section of the annual report.

Rationale of the Study:

Bangladesh is one of the developing economies of the world. 

Most of the people, especially the investors are very little 

aware of the corporate disclosures. Here the culture of 

disclosure by corporate body is mainly influenced by the 

requirements of the Companies Act and the regulations of the 

Security Exchange Commission. According to Ahmed and 

Nicholls (1994), Imam (2000), the level of corporate 

disclosure is very poor. The corporate disclosure is 

characterized by inadequacy, lack of reliability, transparency 

and accountability. In spite of the aforesaid features, some of 

the corporate bodies have started to report voluntarily on their 

involvement in environmental protection, philanthropy, social 

causes and employee schemes in addition to the mandatory 

disclosures. In past few years, this practice got much 

popularity in Bangladesh. As a continuation of this practice 

many companies now a days are adding some information 

about their human resources in some sections of their annual 

reports other than just reporting on the expenses related to 

human resources in the financial statements. The main feature 

of this type of disclosures is that these disclosures are 

presented mostly in language. Generally, in the 'Director's 

Report' section of the annual report of the company, issues on 

human resource are presented in a separate paragraph under a 

separate heading. Moreover, other than describing with the 

help of language, disclosures are done by the use of graphs 

and charts also. These types of disclosures have one useful 

advantage and that is, these are understandable to users 

having reasonable knowledge and education. The present 

study concentrates on this particular issue of disclosure of HR 

in Financial statements with reference to status and nature.

Objectives of the Study

The main objective of this study is to identify the nature of 

the voluntary disclosures on human resources in the annual 

reports of Bangladeshi companies. Against this broader 

perspective, however, the authors intended to analyze the 

following specific objectives along with the main objective:

a. To identify what type of information on human 

resources is disclosed in annual reports.

b. To evaluate how voluntary disclosure of human 

resources is presented in annual reports.

Methodology of the Study 

    This investigative study attempted to examine the 

annual reports of 32 companies listed on the 

Chittagong Stock Exchange (CSE) (see Table-7) 

randomly. The companies are classified under 2 broad 

headings: Financial and Non-Financial sector (see 

Table 10 & 11). Financial sector includes banking and 

insurance companies and Non-Financial sector includes 

cement, fuel & power, textile, pharmaceuticals & 

chemical and others.  All these annual reports were for 

the year of 2012 but some were for the year of 

2011based on the availability of reports at the time of 

the study. These annual reports were examined to find 

out the main issues of HR that were disclosed in this 

kind of voluntary information section. To this end, now 

attempt is made to discuss in brief the basic document 

used to collect data i.e.; Annual report and the methods 

used to gather and analyse data, i.e.; Content analysis.
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i. Annual reports

     Corporate annual report is generally accepted as the most 

comprehensive communication channel and has the 

potential to make information easily and routinely 

available in a single document (Hooks et al., 2002). It is 

one of the most comprehensive documents available in 

public. Annual report also represents the concerns and 

interests of corporations in a comprehensive and compact 

manner (Abeysekera and Guthrie, 2005). 

    Annual reports contain both quantitative and qualitative 

data. Both quantitative and qualitative human capital 

information is disclosed in the annual reports. Qualitative 

human capital information contains discourses on human 

capital and quantitative human capital information relates 

to employee turnover, staff costs, etc. Such human capital 

disclosure is non-standardized. Therefore, information 

produced in company annual reports are taken as reliable 

and comparable.

ii.  Content analysis

   Researchers have sought to explain the extent of 

information disclosed in company annual reports by 

quantifying the level of disclosures by means of a 

disclosure instrument comprised of a list of items that 

could appear in the company's annual reports (Guthrie et 

al., 2003). A content analysis is a quantitatively oriented 

technique by which standardized measurements are 

applied to metrically defined units. This method is used to 

count the number of sentences containing, for example, 

the words 'human resources' and the number of pages 

devoted to 'human resources'.

     Human resource disclosures using content analysis method 

were conducted by some researchers. These researchers 

adopted various criteria with the use of secondary sources 

such as the company's annual reports to justify the extent 

of disclosures. The approach adopted in the context of 

content analysis is shown below by pointing out the areas 

as adopted by researchers:

    (1) number of disclosures (Ness and Mirza, 1991); (2) 

word counts (Zeghal and Ahmed, 1990); (3) lines 

(Trotmen and Bradley, 1981); (4) sentences (Hackston 

and Milne, 1996); and (5) proportion of pages (Guthrie 

and Parker, 1989).

      In this study, a Human Resource Disclosure Index (HRDI) 

comprising of 25 Human Resource Reporting variables 

(table: 1) was constructed through reviewing of relevant 

literature with reference to Disclosure items the sample 

companies are reporting. In examining each of these HRA 

Disclosure items, a dichotomous procedure was followed 

where each company was awarded a score of '1' if the 

company appears to have disclosed the concerned 

reporting variable and '0' otherwise. The score of each 

company was aggregated to find out the net score of the 

company. These annual reports were further examined to 

find out the main issues that were disclosed in the context 

of voluntary information section. Moreover, how many 

words and sentences are included in this kind of 

information section were also ascertained. Whether the 

information is presented graphically or through language, 

was also identified. To analyze the data the authors use 

SPSS 16.0 version.

Limitations of the study:

The study has several limitations. Main limitation of the 

present study is that it relates to a single period. It was 

restricted to human resource information contained in the 

annual report of the companies listed in Chittagong Stock 

Exchange (CSE) at a certain date. Therefore, it excluded other 

possible sources of disclosures such as, press news, 

advertising material and impartial or stand-alone reports 

issued by these companies.

Findings of the study

01. Items/elements/issues/index of Human Resource 

Disclosure

First attempt was made to identify the items on which HR is 

disclosed in the annual report of sample companies. This 

constitutes HR index with reference to samples. Table below 

shows the picture:
Table 01

Issues on Human Resource Disclosed by the Companies

(Source: Information Collected from Respective Annual Report of 

Sample Companies)

The result indicates that the disclosure practices of 

Bangladeshi companies are heartening in relative to the total 

list of items. A total of 32 companies disclosed information on 

retirement benefits and no. of directors. A total of         

 

S. L. 

No. 

Human Resource Disclosure Index  No.of Companies 

Disclosed out of 32 

% of the 

total sample 

1 Training 31 97% 

2 Human resource development 28 88% 

3 Employee skill 22 69% 

4 Team work 25 78% 

5 HR statistics 02 06% 

6 Expertise 28 88% 

7 Management-Employee relationship 09 28% 

8 Education 26 81% 

9 Human capital/asset 09 28% 

10 Performance recognition 24 75% 

11 Know how/ Technical person 27 84% 

12 Employee value 02 06% 

13 Expert team 28 88% 

14 Leadership index 15 47% 

15 Motivation index 11 34% 

16 Number of employees 29 91% 

17 Employee turnover 02 06% 

18 IT literacy 30 94% 

19 Number of directors 32 100% 

20 Cost of  training 29 91% 

        21          Retirement benefits 32 100% 

        22          Employee participation in decision  
making 05 16% 

23  Separate HR statement 03 09% 

24  HR policy 07 22% 

25 Conference expenses 30 94% 

26 Total  out of 800 (32x25) 486 60.75% 



31companies disclosed information on training and 28 

companies reported on the development of their staff. 

Information regarding employee skill, retirement benefits, and 

number of directors, expertise, and team work was nicely 

mentioned in the annual reports.

But, there is a lack of disclosure on information such as 

entrepreneurial motivation, employee participation in decision 

making, separate HRA statement, HR policy, leadership, 

strategic relationship, employee turnover etc.

Only one company (Titas GAS) has stated the term "Human 

Resource Information System(HRIS)" which implied that this 

company could have employed this method to measure and as 

well as disclose  its human resources. Even though Human 

Resource Information System (HRIS) is a method currently 

used in the west, it may not be employed by other 

Bangladeshi companies. Only one company (Summit power) 

has recorded the human resource accounting .Only two 

companies have disclosed human resource statistics (ratios or 

indicators) such as profitability per employee, sales per 

employee in the annual reports. 

02. Disclosure Status of HR items

Recognition of HR in organisational levels depends on 

numerous issues or elements. Against this backdrop, it is 

analysed 25 disclosing items related to HR recognition on the 

basis of 32 sample companies in the previous section (Table-1).

In this section an attempt has been made to assess the status 

of disclosure items as to recognition of HR. For the purpose 

of our analysis the items of disclosure with reference to 

sample companies have been categorized as full disclosed 

items (100%), significantly high disclosed items (90% to 

99%); moderate disclosed items (60% to 89%) and poor 

disclosed items (below 60%). The results of the findings are 

presented and analyzed in the following sections.

2.1 Full disclosed items

Table 02 provides the 2 items out of 25, which have been 

fully disclosed by all 32 sample companies under the study. It 

seems to us that the 2 full disclosed items are mostly cmmon 

issues for the companies. Among them, retirement benefit; 

this item have been disclosed by all of the sample companies 

for the complience of BAS 19: Employee Benefit. The list of 

fully disclosed items is set in the following table.

Table -02

Full Disclosure: Items Disclosed by all 32 Sample Companies

2.2 Significantly High Disclosed Items

In this section, an attempt has been made to point out the 

items disclosed by sample companies ranging from 90 to 99 

i.e. more than 90 percent and less than 100 percent sample 

companies which may be termed as highly disclosed items. In 

this regard, the 5 (five) items out of 25 items listed in the 

Table-03 have been identified as highly disclosed items. 

Among the 5 items, trainings given to the employees, 

information technology related knowledge among the 

employees, various seminars or conferences conducted by the 

companies for the development of employees, proper 

recording and disclosing of the number of employees, and as 

well as cost incurred for training  have been disclosed by 

almost sample companies.

Table 03

Significantly High Disclosure (90 to 99 %): Items Disclosed 

by 29 to 31 out of 32 Sample Companies

(Source: Table-1)

2.3 Moderate Disclosed Items

Eight (8) most important issues out of 25 concerning the 

recognition of HR have been identified as moderately 

disclosed by number of the sample companies which fall 

between 22 to 28 out of 32 samples indicating 69 percent to 

88 percent of total sample. The level of disclosure with the 

identified issues along with the number of sample and in 

percentage is shown in the Table 04. From the Table 04 it is 

revealed that information relating to HR development, 

employee expertise, expert teams in the organizations, 

technical knowledge of the employees, educational 

qualifications of the staff, team work among the employees, 

performance appraisals or evaluations of the employees, and 

as well as skill of the employees are the major areas fall under 

moderate disclosure.

Table 04

Moderate Disclosure (60% to 89%): Items Disclosed by 22 to 

28 out of 32 Sample Companies

(Source: Table-1)

2.4 Poor Disclosed Items

An attempt has also been taken to categorize the items that are 

poorly disclosed by the sample companies. In such a context, 

10 (ten) out of 25 items found to be very unsatisfactorily 

disclosed and the subject maters of poorly disclosed items 

with their level of disclosure by the number of sample 

companies and in percentage of total samples have been 

presented in the Table 05.
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S.L. no HR Disclosure Items Disclosed by all 32 Companies 

1.  Number of directors 

2.           Retirement benefits 

S.L. No. 
Disclosed Items by 29 to 31 sample Companies 

Out of 32 

sample  % 

1.  Training 31 97% 

2.  IT literacy 30 94% 

3.  Conference expenses 30 94% 

4.  Number of employees 29 91% 

5.  Cost of  training 29 91% 

S.L. No. 
Disclosed Items by 22 to 28 Sample Companies 

Out of 32 

Sample % 

1.  Human resource development 28 88% 

2.  Expertise 28 88% 

3.  Expert team 28 88% 

4.  Know how/ Technical person 27 84% 

5.  Education 26 81% 

6.  Team work 25 78% 

7.  Performance recognition 24 75% 

8.  Employee skill 22 69% 



Table 05: Poor Disclosure (below 60%): Items Disclosed by less 

than 20 out of 32 Sample Companies

(Source: Table-1)

03. Evaluation of Disclosure with the Items of HR

An analysis of Table 02 to Table 05 reveals that 25 items 

disclosed by 32 sample companies in varying degree. 2 items 

listed in Table 02 have disclosed by all sample companies and 

remaining 23 items representing 92 percent of the total items 

are not disclosed in full or are disclosed in different degree. It 

is also observed from the Tables that the most important 

issues of HR have been disclosed by the most of the sample 

companies that indicate the moderate state (69 to 88 percent). 

The summarized scenario of the Table 02 to 05 is shown in 

the Table 06 to show the actual picture of disclosure practices 

of HR items in Bangladesh.

Table -06: Level of Disclosure with Items of HR by Sample 

Companies

(Source: Table 02, 03, 04 and 05)

Table 06 shows the position of sample companies disclosing 

with the items of HR. It indicates that more than 50 percent of 

the sample companies are not in a position to comply with all 

the 25 items. 

04. Company-wise Disclosure Practices

Second attempt was made to identify as to how much 

disclosure items are disclosed by the sample companies and 

with what percentage. Table below shows the picture:

Table-7: Company-wise Disclosure Practices

(Source: Information Collected from Respective Annual Report of 

Sample Companies)

From the above table, it is evident that the average HR 

disclosure is found to be 60.75 percent indicating the highest 

and lowest levels of HR disclosure as 88 percent and 28 

percent respectively. It is also observed that all the sample 

companies disclosed the items, but the result indicates that 

none of the companies disclose all the human resource items 

as identified HR index in this study. Here are some 

companies that disclosed only seven items but one company 

that disclosed twenty two items which is an extra-ordinary 

activity.

Against the backdrop of disclosure status of sample 

companies, an attempt is made to rank the companies into 

two groups- Best performing companies scoring over 70 

percent and Low performing companies scoring below 53 

percent. The rest companies are in the moderate group. Table 

8 and 9 below show Best performing and Low performing 

companies' pictures respectively.

Table-8: Best performing companies

Table-9: Low performing companies
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S.L. No. Disclosed Items by less than 20 companies Out of 32 Sample % 

1.  Leadership index 15 47% 

2.  Motivation index 11 34% 

3.  Management-Employee relationship 09 28% 

4.  Human capital/asset 09 28% 

5.   HR policy 07 22% 

6.           Employee participation in decision  making 05 16% 

7.   Separate HR statement 03 09% 

8.  HR statistics 02 06% 

9.  Employee value 02 06% 

10.  Employee turnover 02 06% 

Disclosed items Disclosed by sample companies 

Level of disclosure 
Ref  

Table Number in % companies in % 

Full disclosed items 02 02 08 32 100 

High disclosed items 03 05 20 29-31 90-97 

Moderate disclosed items 04 08 32 22-28 69-88 

Poor disclosed items 05 10 40 Below 20 below 63 

Total  25 100 32 100 

Sample companies Total items disclosed 

(Out of 25) 

% of the 

disclosure 

Rank 

1. Summit Power Limited 22 88% 1
st
 

2. Brac Bank Limited 21 84% 2
nd

 

3. British American Tobacco BD CO LTD. 21 84% 2
nd

 

4. Grameen Phone Limited 20 80% 3
rd

 

5. Green Delta Insurance Company LTD. 20 80% 3
rd

 

6. Mercantile Bank Limited 19 76% 4
th
 

7. The City Bank Limited 19 76% 4
th
 

8. Islami Bank Bangladesh Limited 18 72% 5
th
 

9. Orion Infusion Limited 18 72% 5
th
 

Total disclosing items 178   

Sample companies Total items  

disclosed 

(Out of 25) 

% of the 

disclosure 

Rank 

1. Apex Foods Limited 07 28% 1
st
 

2. ZahinTex Industries Limited 07 28% 1
st
 

3. Mutual Trust Bank Limited 09 36% 2
nd

 

4. Shinepukur Ceramics Limited 09 36% 2
nd

 

5. Beximco Pharmaceuticals Limited 11 44% 3
rd
 

6. AB Bank Limited  12 48% 4
th
 

7. Berger Paints Bangladesh LTD.  12 48% 4
th
 

8. Prime Bank Limited 12 48% 4
th
  

9. Dhaka Electric Supply CO. LTD 13 52% 5
th
 

Total disclosing items 92   

S.L. Sample companies Total items disclosed 

(Out of 25) 

% of the  

disclosure 

1 AB Bank Limited  12   48% 

2 Apex Foods Limited 07 28% 

3 Berger Paints Bangladesh LTD.  12 48% 

4 Beximco Pharmaceuticals Limited 11 44% 

5 Beximco Synthetics Limited 16 64% 

6 Brac Bank Limited 21 84% 

7 British American Tobacco BD CO LTD. 21 84% 

8 Dhaka Electric Supply CO. LTD 13 52% 

9 Export Import Bank of Bangladesh LTD. 15 60% 

10 Grameen Phone Limited 20 80% 

11 Green Delta Insurance Company LTD. 20 80% 

12 Heidelberg Cement Bangladesh Limited 16 64% 

13 IFIC Bank LTD. 15 60% 

14 Islami Bank Bangladesh Limited 18 72% 

15 Mercantile Bank Limited 19 76% 

16 MJL Bangladesh Limited 17 68% 

17 Mutual Trust Bank Limited 09 36% 

18 NCC Bank Limited 14 56% 

19 ONE Bank Limited 16 64% 

20 Orion Infusion Limited 18 72% 

21 Prime Bank Limited 12 48% 

22 R.A.K. Ceramics (BD) LTD.  15 60% 

23 Saiham Textile Mills Limited 14 56% 

24 Shinepukur Ceramics Limited 09 36% 

25 Singer Bangladesh Limited 16 64% 

26 Social Islami Bank Limited 14 56% 

27 Square Pharmaceuticals Limited  15 60% 

28 Summit Power Limited 22 88% 

29 The City Bank Limited 19 76% 

30 Titas Gas Trans. & Dist.CO LTD.  16 64% 

31 Trust Bank Limited 17 72% 

32 ZahinTex Industries Limited 07 28% 

33 Total Disclosed  items out of 800 486 60.75% 



The following table gives us more specific picture about 

them:

From the above analysis, it is clear that there is big gap 

between these two categories of companies. In such a context 

an attempt was made to find out the reasons as to why there 

was such inconsistency among the companies. To know the 

reasons behind this inconsistency we analyzed the companies' 

capital and as well as asset position. We found that due to the 

capital strength of the company the disclosing practices were 

high. For example, the paid up capital of Zahin Textile is only 

TK.450.00 million where the paid up capital of Summit 

Power is TK.4929.50 million.    

05. Sector-wise analysis

Against the backdrop of overall disclosure practice of sample 

companies, a further attempt was made to analyse the position 

in the context of two main sections, such as Financial and 

Non-Financial sectors. Here we have fourteen Financial 

companies and eighteen Non- Financial companies. The 

tables below show the picture about this section:

Table-10

Disclosure status of companies in financial sector

Table- 11

Disclosure status of companies in non-financial sector

The following table gives us more specific picture about the 

sector-wise disclosure practices.

From the above analysis, it is revealed that the average HR 

disclosure scores of banking and non banking samples are 63.14 

percent and 58.89 percent respectively.  It can be said   that the 

Banking companies are performing to some extent better than 

the non banking companies since banking companies disclose 

HR items on an average 15.78 or 16 items on their annual 

reports whereas the non banking companies disclose on an 

average 14.73 or 15 items on their annual reports. 

06. Word count

A word count was also conducted to evaluate disclosure status. 

In each annual report, sentences containing words such as 

"human", "skill", "people" (related to the company) were 

counted to capture the volume of HR-content. In our analysis, 

we found total 1071 words and total 258 sentences regarding 

the HR items were disclosed by the sample companies. The 

following descriptive statistics show the picture:

Table-12

Descriptive Statistics of Words and Sentences Used in Human 

Resource Disclosures

From the above table it is observed that the companies have 

used an overall mean of 33.47 words and 8.06 sentences in 

these paragraphs were obtained. This result indicates that no 

company discloses 100% HR items, but the disclosing practices 

by the companies are somewhat satisfactory.
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Category No. Of 

disclosing items 

No. Of 

companies 

Average 

Best performing companies 178 09 19.78 

Low performing companies 92 09 10.23 

Total 270 18 15.00 

Name of companies No. of disclosing 

items(out of 25) 

      % of 

disclosure 

1. Brac Bank Limited 21 84% 

2. Green Delta Insurance Company LTD. 20 80% 

3. Mercantile Bank Limited 19 76% 

4. The City Bank Limited 19 76% 

5. Islami Bank Bangladesh Limited 18 72% 

6. Trust Bank Limited 17 72% 

7. ONE Bank Limited 16 64% 

8. Export Import Bank of Bangladesh LTD. 15 60% 

9. IFIC Bank LTD. 15 60% 

10. NCC Bank Limited 14 56% 

11. Social Islami Bank Limited 14 56% 

12. AB Bank Limited 12  48% 

13. Prime Bank Limited 12 48% 

14. Mutual Trust Bank Limited 09 36% 

      Total (25x14) =350 items 221 63.14% 

Name of companies No. of disclosing 

 items(out of 25) 

% of  

disclosure 

1. Summit Power Limited 22 88% 

2. British American Tobacco BD CO LTD. 21 84% 

3. Grameen Phone Limited 20 80% 

4. Orion Infusion Limited 18 72% 

5. MJL Bangladesh Limited 17 68% 

6. Beximco Synthetics Limited 16 64% 

7. Heidelberg Cement Bangladesh Limited 16 64% 

8. Singer Bangladesh Limited 16 64% 

9. Titas Gas Trans. & Dist.CO LTD.  16 64% 

10. R.A.K. Ceramics (BD) LTD.  15 60% 

11. Square Pharmaceuticals Limited  15 60% 

12. Saiham Textile Mills Limited 14 56% 

13. Dhaka Electric Supply CO. LTD 13 52% 

14. Berger Paints Bangladesh LTD.  12 48% 

15. Beximco Pharmaceuticals Limited 11 44% 

16. Shinepukur Ceramics Limited 9 36% 

17. Apex Foods Limited 7 28% 

18. ZahinTex Industries Limited 7 28% 

Total (25x18)=450 265 58.89% 

Category Total 

disclosing 

items 

No. of 

companies 

Average disclosing 

items per sample 

Average HR 

Disclosure in % 

Banking companies 221 14 15.78 63.14 

Non Banking 

companies 

265 18 14.73 58.89 

Total 486 32 15.18 60.75 

Variables Mean  Standard 

Deviation  

Minimum  Maximum 

Words 33.47 8.72 12.0 49.0 

Sentences 8.06 3.72 1.0  14.0 

The basic objective underlying human 

resource accounting is to facilitate the 

effective and efficient management of human 

resources (Porwal, 1993).

The accountants in the past have not given due 

consideration to this important asset working 

in the enterprise. In our traditional accounting 

practices, the heavy amount incurred on the 

recruitment, placement, selection, training and 

development of the personnel is generally 

treated as revenue expenditures and hence it is 

debited to profit and loss account of the period 

during which such amount is incurred.



The Cost and Management, September-October, 2013 41

Managemant

Graph 1:

Location/Medium of disclosing items

From the above table and graph, it is clear that more than 

50% of the companies disclosed HR-related information in 

Para-wise, but 25% of the companies disclosed HR-related 

information in the Director's report. The 'Director's report' 

seems to be the most important part of the annual report. 

Here the 'Directors' expressed their views of the company's 

progress, main competitive advantages and results. 

In analysis of the above table and graph it is revealed that 

the current disclosure of human resource information is 

found in different parts of the annual reports. Therefore, it is 

difficult for external users to locate human resource 

information in the annual reports with the current reporting 

practice. In this context it may be mentioned that a similar 

research was conducted by Imam in 2000. He found that 

one-third of the companies provided information related to 

health, safety and training in qualitative form. Further, it is 

also seen that a research was conducted by Hossain, Khan 

and Yasmin in 2004 on HR disclosure aspect. They found 

that only 42.5% of the companies in the sample somehow 

reported on Human Resource issues in their annual reports. 

Similar research was conducted by Mamun in 2009. He 

reported that the companies on the average disclose 25% of 

the total HR Disclosure items. Now a days, against the 

backdrop of the present research it is seen that such 

disclosure is more wide-ranging and praiseworthy.   

08. Conclusion

Human resource valuation provides information about the 

value of human assets, which helps the top management to 

take decisions regarding the adequacy of human resources. 

From analysis of the present study it can be said that 

Bangladeshi companies have started to feel the importance 

of disclosing this issue. The endeavour of these 

organizations can be considered praiseworthy because they 

are doing it out of their own realization as there is no 

mandatory rule of this kind of disclosures from the 

regulatory bodies. This kind of reporting by some of the 

organizations might pave the way for other business 

organizations to do the same.
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Management Practices and Procedures of Aged Human Resources in 
the Corporate Sector of Bangladesh

Dr. Sahin Akter Sarker*

Abstract: Aging or growing old is a normal phenomenon of human being. Replacing aged workers by younger ones is 

general practice. A large percentage of aged persons suffer from job insecurity in developing countries like 

Bangladesh. However Aged workers are in general experienced and supposed to be relatively more responsible. 

Employment status of aged persons is immensely important. Ironically share of aged employees in total employees is 

abnormally low - not more than three percent in corporate sector in Bangladesh - larger proportion aged employees 

are working as management staff. 

Human resource management (HRM) is now gaining importance across the world. Human Resource Administration 

Department (HRAD) has moderately been penetrated in company sector. HRM cannot ignore the management of aged 

employee for augmenting profitability of organisation and no less significant is the social norms of welfare of elderly 

persons. Involvement of HRAD in the sphere of aged employees in Bangladesh focuses both favorable and 

unfavorable trend in the company sector of Bangladesh. 

Keywords: Human resource management (HRM), Human Resource Administration Department (HRAD), Aged 

employee. 

Introduction:

The significance of Human Resource Management (HRM) 

for optimum utilisation of all other (inert) resources has 

widely been recognised across the world. Rensis Likert 

(1967) observed   '…  during the last forty years economies 

who produce and distribute knowledge, rather than goods 

excelled the others ….the main resource is no(!) more 

physical capital, …..but human capital'. The attitude towards 

all types of employees also underwent a revolutionary 

change with industrial revolution during the 17th century; 

concern for the welfare of employees came in the forefront 

and gained momentum during the 18th century. We 

witnessed introduction of Labour Welfare department. 

During the initial phase, Human Resource Management was 

neglected attention was on wellbeing of employees. 

Apart from employees issues Welfare Department started 

addressing human resource management for productivity 

reason. The urgency was felt for coordinating various issues 

involving human resource - starting from recruitment, 

security and other interests. The department was 

overburdened and started functioning inefficiently Human 

Resource Management Department (HRMD) or Human 

Resource Administration Department (HRAD) emerged as 

an integral part of company management. Responsibilities 

and activities of HRMD in the process expanded beyond the 

sphere of wellbeing of employees. Management of aged 

employee for augmenting profitability of organisation 

adhering to social norms of welfare of elderly persons 

emerged as an essential function of HRMD.

Objectives of the Study

Aging or growing old is a normal human phenomenon. 

Aging affects both mental and physical reflexes. Individuals 

become vulnerable to health hazards - increasing 

susceptibility to diseases. Decline in the role of elderly 

persons in the society often makes them conservative and 

obsolete. Aged workers are in general experienced and 

relatively more responsible. Replacing aged worker by 

younger ones is widely practiced, frequently before 

retirement of an aged employee. Voluntary retirement is 

widely practiced. 

In Bangladesh age of superannuation is normally sixty year, 

which however varies across organisations. A large 

percentage of aged persons even in formal sector suffer from 

job insecurity in developing countries like Bangladesh. In 

this essay employment situation of aged employees in 

company sector of Bangladesh are probed with primary 

information. 

Methodology and Information Sources

Methodology adopted is simple. Multi disciplinary analytical 

approach is adopted. Economic tools and relevant 

management techniques are extensively utilised for 

analytical purpose. Basic statistical tools (descriptive 

statistical parameters like average and tables, graphs and 

charts etc.) are utilised for data analysis. 

Extensive company survey is made in and around the capital
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city Dhaka of Bangladesh where the majority of the country's 

important company head quarters are located. Company is the 

sampling unit and information is collected from company 

head office. Basic sampling units are different types of 

organisations (e.g. private, public, NGOs, multinational, local, 

servicing, manufacturing etc.). Thus, the universe of the 

present survey covers all such companies operating in Dhaka 

City or having its head office in the city. 

I have personally interviewed more than 300 companies. 

More than three hundred randomly chosen companies are 

visited spreading across the city.  Prior selection is done of 

companies to be visited from different locations of Dhaka city 

randomly. Registration list of companies is utilised for the 

purpose. Visit to more than 300 companies has enriched 

understanding. 

Reasonably good cooperation from substantial number of 

companies has made it possible to collect reliable 

information. However, due to incompleteness, inaccuracy and 

inconsistency of information, about 250 filled in 

questionnaire could be utilised investigation. Reference 

period is January to June 2011. 

Human Resource Management Wing 

Bangladesh has responded to international call for introducing 

human resource management wing in every organisation. 

Human resource administration department (HRAD) has 

moderately been introduced in company sector in Bangladesh. 

About 76 percent of companies have established HRM wing. 

For investigating variation across industries, companies are 

classified into eleven groups according to (i) ownership - 

government, private national and multinational and (ii) 

activities - manufacturing or servicing. Non Government 

Organisation (NGO) is considered as a separate group due to 

their prolific importance in Bangladesh economy - for 

example the well known Grameen Bank - NGO   headed by 

Noble laureate Mohamad Unus  and the widely spread NGO - 

Bangladesh Rural Advancement Committee (BRAC) . 

We conceive of 11 different categories of companies operating 

in Bangladesh (table 1). Private corporate sector dominates, 

accounting for more than 75 percent of all companies. 

Manufacturing is the dominant activity. MNC has moderately 

penetrated in the country- accounting for 14 percent 

companies. Ironically, considerable percentage of 

multinational corporations collaborating with private investors 

has yet to establish HRAD. Introduction of Human resource 

administration department exhibited variation across the 

company groups. Prevalence of HRAD is relatively more in 

manufacturing group of companies compared to service sector. 

Private public discrepancy has also been observed.

Companies Employing Aged Persons 

Employees aged 55 and above are considered as aged. Aged 

workers are in general experienced and supposed to be 

relatively more responsible. But they constitute barely 2.16 

percent in total employment in company sector in Bangladesh.    

Table 1: Variation in Human Resource Management in 

Companies in Bangladesh

Source: Primary survey data

Note: a - percentage of total number of 250; b- indicates 

share in the respective group; c - percentage in total number 

of 192

Experience of aged persons has not been considered in more 

than one third of companies, these companies reported 

functioning without aged employees. The fact is more 

pronounced in the group of companies yet to establish 

HRAD wing. Approximately 45 percent non HRAD 

companies are functioning without aged employee. The 

picture is comparatively better in companies having HRAD 

wing. About 69 percent HRAD companies reported to have 

aged employee in their pay role (table 2).

Table 2: Characteristic of Aged Employee

Source: Primary survey data

Note: p - in per cent of respective total; m - company category 

3 refers to private national servicing company; category 4 

means public national servicing group; category 6 denotes 

public national manufacturing and servicing (MS) company; 

and category 10 denotes public MNC servicing group. Figure 

in bracket indicate percent of total company.

General apathy towards aged employees is corroborated by 

insignificant 2.16 percent aged employees in total. The picture 

appears to be marginally better in company groups with 

separate HRAD wing. In other words, employment situation of 

aged employees seems to be little more comfortable in HRAD 

companies compared to non HRAD group of companies. 

Percentage share are respectively 2.21 and 1.55 in companies 

with separate HRAD and in companies without HRAD.

Gender bias in aged employee can readily be understood from 

the sex ratio in aged employee. Ratios are abnormally poor in 

both HRAD and non HRAD group. Sex ratio of aged 

employees (167.94) at the company aggregate is not at all 

comparable with 997.31 for the country. Positive contribution 

of HRAD is reflected by higher sex ratio - 174.24 in 

companies with HRAD wing.

 

Company Category  

 

No of companies 
a
 

Companies with 

HRM wing 
b
 

Percentage of  total  

companies with 

HRM wing 
c
 

1.Private National Manufacturing 98 (39.20)
  

78 (79.59) 
 

40.63 

2.Public National Manufacturing 44 (17.60) 44 (100.00) 22.92 

3.Private National Servicing 55 (22.00) 33 (60.00)         17.18 

4.Public National Servicing      12 (4.80) 10 (83.33)  5.21 

5.Private National Manufacturing and Servicing (M&S) 4 (1.60) 4 (100.00) 2.08 

6.Public National Manufacturing and Servicing (M&S) 1 (0.40) 1 (100.00) 0.52
 

7.Private Multinational (MNC) Manufacturing 9 (3.60) 7 (77.78) 3.65 

8.Public Multinational Manufacturing 2 (0.80) 2 (100.00) 1.04 

9.Private Multinational (MNC) Servicing 20 (8.00) 10 (50.00)           5.21 

10.Public Multinational Servicing 3 (1.20) 2 (66.67)  1.04 

11. NGO  2 (0.80) 1 (50.00)  0.52 

All 250(100.00) 192 (76.80)
 

100.00
 

Characteristic
 All companies HRAD 

companies 

Non HRAD  

companies 

Companies having aged employee 
p
  65.32 68.59 54.39 

Aged employee
 p

 2.16 2.21 1.55 

Companies with women employees
 p

  36.42 41.22 16.13 

Sex ratio  167.94 174.24 63.03 

Company category with maximum aged employee
 m

  6 (100.00) 6 (100.00) 10 (100.00) 

Company category with minimum  aged employee
 m

 4 (41.67) 4 (40.00) 3 (45.45) 
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Figure 1: Characteristic of Aged Employee

Job environment is discouraging for aged persons. 

Proportion of companies having aged employee across the 

company groups focuses reluctance towards aged workers. 

Situation is even worse for aged women employees - in 

some groups of companies one observes complete absence 

of aged women employees. Private national manufacturing 

sector provides largest employment opportunity among the 

different industrial categories in the country (table 4). In this 

sub group also 38 percent of HRAD companies are not 

having aged employees and ironically smaller percentage -

about 35 percent non HRAD companies reported absence of 

aged persons (table 3)

Public national servicing industry group is the next 

important employment generating sector. Ironically larger 

(50) percentage of non HARD companies have reported 

functioning with aged person than companies with HRAD 

where 40 percent companies are continuing with aged 

employee.  However influence of HRAD is positive. 

Distribution of proportion of companies with aged 

employees is less dispersed for HRAD group compared to 

non HRAD company group. 

Aged Employees: Insignificant Share

Private national manufacturing group of companies provides 

largest employment opportunity (table 4).  Unfortunately, 

0.97 percent share of aged employee in total employment is 

lower than company average of 2.16. Adversity appears to 

be more intense in HRAD group - share of aged employee in 

total workforce in non HRAD group is about 1.41 while 

share figure is less than one percent for HRAD companies in 

this category.

The adverse picture is also observed in the second best 

employment generating industry category - public national 

servicing class. In this group as well, 0.19 percent share of 

aged persons in total employment of HRAD group of 

companies' falls below company average. Considerable 

variation is observed in the share of aged employee in total 

employment, across the company category for both the 

groups- companies with HRAD and companies yet to 

establish HRAD wing (table 4). For aged persons most 

favoured sector of employment appears to be private 

national manufacturing and servicing industries. 

Unfortunately this industry group has insignificant 

importance in the country.  

Experience and Hierarchy: Favourable Impact 

Employment status of aged persons is immensely important. 

Larger percentage of aged persons suffers from job 

insecurity in developing countries like Bangladesh. Elderly 

persons are in general recruited for their experience; motive 

is augmenting long term profitability and/or to overcome 

difficulties. Companies in general seem to be reluctant in 

employing aged persons.  During the five year period ending 

in 2010, persons aged 55 and above have not been recruited 

by any organisation. We may thus resolve that picture is not 

transitory. It is worthy to state in non HRAD group, in all 

companies except Public National Servicing company 

category,   aged persons are employed as Management Staff 

(table 5). 

Aged Support Staff

Continuation of working status of aged person as support staff 

(SS) is weak in company sector in Bangladesh. Aged SS 

accounts for 14 percent. The phenomenon of gender bias can 

not be overlooked as well. At the aggregate level, share of 

women SS is about 9 percent. Discernible fact is that 

companies having HRAD wing have only reported aged 

women employee in SS category. In all non HRAD 

companies aged women are found to be working as 

management staff. In non HRAD company, aged women can 

only continue her employment as a management staff only. 

The picture marginally differs for HRAD companies (table 6).

Gender Bias in Aged Group of Employees: Low Sex Ratio 

Employment opportunity of aged women is abnormally poor 

in companies in Bangladesh. It is difficult to restrain from 

stating that aged women is discouraged to continue her 

employment in company sector in the country. Absence of 

aged women employee is reported by 64 percent companies. 

Women constitute slightly more than 14 percent of total aged 

employees. In consequence, we observe low sex ratio in the 

aged group of workers.

However, reluctance of management towards elderly 

employee can not be denied. Experience of elderly persons 

is not seriously considered by company management. The 

fact has further been corroborated by the low percentage of 

organisation offering reemployment opportunities. Human 

resource management administration has yet to make 

noteworthy penetration. The situation is marginally better in 

companies with HRAD wing. Reemployment is encouraged 

in 6 percent HRAD companies against 3 percent for non 

HRAD companies. 

flexibility in works

Findings suggest that larger proportion of aged employees 
         



are employed as MS or working at higher level. We may 

expect therefore, elderly employee by virtue of their position 

might informally enjoy flexibility in working hours and in 

working conditions. However, in general such special 

facilities are yet to be introduced in company sector for all 

the aged employees. Only 3 companies with HRAD wing 

reported to have introduced "flexibility in working hours" 

and "flexibility in working conditions" for aged employees 

(tables 7 and 8).  

fringe benefits

HRAD is playing significant role in providing some fringe 

to elderly employee. Transport facility, voluntary retirement 

is the two mentionable benefit arrangements. 84 percent 

HRAD companies have already initiated such facilities while 

46 percent non HRAD companies can boast of such facilities 

to elderly persons. The variation across the industry category 

in providing 'fringe benefits' to aged employees is not a 

matter of great concern for HRAD companies. Cent percent 

public national manufacturing companies are having such 

provision. Facilities are also available in 85 percent private 

national manufacturing companies. The figure is 70 percent 

for public national servicing companies against 58 percent 

private servicing companies. The percentage share of 

providing 'fringe benefits' to aged employees in case of all 

other company category (from company category 5 to 

category 11 respectively in table 7) is cent percent. All 

NGOs are providing 'fringe benefits' to aged employees.

healthcare facilities: health insurance  

It is naïve to state that incidence of morbidity is relatively 

more for elderly persons / aged employees. Unfortunately 

forty percent companies in Bangladesh are not having 

special arrangement for aged. Thus meaningful healthcare 

arrangement is required for aged employees. 

Involvement of HRAD in providing health insurance 

facilities for aged employees is praiseworthy. In companies 

with separate HRAD wing about 69 percent companies are 

providing health insurance facilities for aged employees 

against 29 percent of non HRAD companies. We may state 

significant involvement of HRAD in providing health 

insurance facilities for aged employees.

Figure 2: Aggregate level Facility variation for aged employees in HRAD group (in percent)

Figure 3: Aggregate level Facility variation for aged employees in non HRAD group (in percent)

Provision of health insurance scheme for aged employees' 

however exhibited variation across the industrial category. 

As expected the situation is relatively better in public sector 

companies. In companies with separate HRAD wing, the 

variation across the group favours the public sector against 

private sector under national administration in providing 

health insurance facilities for aged employees. About 91 

percent public national manufacturing companies reported to 

have such arrangements against 58 percent private national 

manufacturing companies.

The Cost and Management, September-October, 201346

Management

 

All companies HRAD companies Non HRAD companies Company 

Category  
a 

Number with aged 

employee 
d 

Absence of aged 

women 

employee 
e 

Number with aged 

employee 
d 

Absence of aged 

women employee 
e 

Number with aged 

employee 
d 

Absence of aged 

women 

employee 
e 

1 98 61(62.24) 34 (55.74) 78 (79.59) d 48 (61.54) 

 

25 (52.08) 20 (20.41)d 13 (65.00) 9 (69.23) 

2b 44 41(93.18) 23 (56.09) 44 (100.0) 41(93.18) 

 

23 (56.09) 0 0 0 

3 55 31(56.36) 23 (74.19) 33 (60.00) 21(63.64) 

 

13 (61.90) 22 (40.00) 10 (45.45) 10 (100.0) 

4 12   5 (41.67)  2 (40.00) 10 (83.33)  4 (40.00) 2 (50.00) 2 (16.67) 1 (50.00) 0(0.00) 

5 b   4   2 (50.00)  0 (0.00)  4 (100.0) 2 (50.00) 0 (0.00) 0 0 0 

6 b   1   1 (100.0)  1 (100.0)  1 (100.0) 1 (100.0) 1 (100.0) 0 0 0 

7   9   6 (66.67)  6 (100.0)  7 (77.78) 5 (71.43) 5  (100.0) 2 (22.22) 1 (50.00) 1 (100.0) 

8 b   2   1 (50.00)  1 (100.0)  2 (100.0) 1 (50.00) 1 (100.0) 0 0 0 

9 20 12 (60.00) 11(91.67)  10 (50.0) 7 (70.00) 6 (85.71) 10 (50.00) 5 (50.00) 5 (100.0) 

10   3   2 (66.67)  2 (100.0)  2 (66.67) 1 (50.00) 1 (100.0) 1 (33.33) 1 (100.0) 1 (100.0) 

11c   2 … …  1 (50.0) … … 1 (50.00) … … 

All 250 162  

(65.32) 

103 

(63.58) 

192 

(76.80) 

131 

(68.59) 

77  

(58.78) 

58 

(23.20) 

31 

(54.39) 

26 

(83.87) 

Table 3:  Companies with Aged Employee: variation across category of companies

Source: Primary survey data



ALL companies HRAD companies Non HRAD companies 

MS 

 

SS MS  SS MS  SS 

Compa

ny 

categor

y 
a 

Total Aged   

employment 

Number percent of  

aged 

Number percent  

of aged 

Total Aged   

employmen

t 

Number percent of  

aged 

Numb

er 

percent of  

aged 

Total 

Aged   

employme

nt Number percent of  

aged 

Numbe

r 

percent of  

aged 

1 
395 

(0.97)
e 

371 93.92 24 6.08 331 

(0.92)
 e
 

307 92.75  24 7.25 64 

(1.41)
 e
 

64 100.0 0 0.00 

2 
910 

(23.19) 

738 81.09 172 18.90 910 

(23.19) 

738 81.09 172 18.90 0 0 0 0 0 

3 
166 

(1.68) 

144 86.75 22 13.25 137 

(1.66) 

115 83.94   22 16.06 29 

(1.78) 

29 100.0 0 0.00 

4d 68 

(0.19) 

66 97.06 2 2.94 60 

(0.18) 

60 100.0 .. … 8 

(1.57) 

6 75.00 2 25.0 

5 
630 

(41.89) 

552 87.62 78 12.38 630 

(41.89) 

552 87.62   78 12.38 0 0 0 0 0 

6 
25 

(14.29) 

10 40.00 15 60.0 25 

(14.29) 

10 40.00   15 60.00 0 0 0 0 0 

7 
26 

(1.02) 

25 96.15 1 3.85 24 

(0.95) 

23 95.83     1 4.17 2 

(5.71) 

2 100.0 0 0.00 

8 d 2 

(0.22) 

2 100.0 … … 2 

(0.22) 

2 100.0 .. … 0 0 0 0 0 

9 
58 

(0.99) 

54 93.10 4 6.89 44 

(0.80) 

42 95.45    2 4.55 14 

(4.02) 

12 85.71 2 14.29 

10 d 
8 

(0.15) 

8 100.0 0 0.00 7 

(0.14) 

7 100.0 .. … 1 

(0.80) 

1 100.0 0 0.00 

11b 
… … … … … … .. …… .. … … .. … .. … 

All 
2288 

(2.16) 

1970 86.10 318 13.89 2170 

(2.21) 

1856 85.53 314 14.47 118 

(1.55) 

114 96.61 4 3.39 

Management

The Cost and Management, September-October, 2013 47

Table 4: Aged employees: variation across company

Table 5: Distribution of aged employees: by company categories, sex and types of jobs 

Note: a. Eleven Company Category as prescribed in table 1; b. All companies under category 2, 5, 6 and 8 have HRAD wing; c. Companies under company category 

11 do not provide any data regarding presence of aged employees during these years; d - share in companies in the respective company category (Against Column -2; 

5 and 8); e - share in companies in the respective company category (Against Column - 3; 6 and 9)

Source: Primary survey data

Note: a. Eleven Company Category as prescribed in table 1; b. as prescribed in above table 3's note number c; c -MS (Management Staff) and SS (Support Staff);; d- 

Information in tables 3; 4 above and tables 5 to 6. below relates to salaried employees in company head quarter; e- share in total employment and figures are 

calculated from  salaried employees in company head quarter; f. Companies under company category 4, 8 and 10 partially provide data about aged employees

Source: Primary survey data

Note: a.   Eleven Company Category as prescribed  in above table 1; b. Companies under company category 11 do not provide data regarding aged employees; c. All 

companies under company category 2, 5, 6 and 8 have separate HRAD wing. So we do not consider these four categories during analysis of table 5and 6. d. 

Companies under company category 4, 8 and 10 partially provide data about aged employees; e- aged employees as percentage of total employment as prescribed in 

table 4 above

All (HRAD and Non HRAD) companies HRAD companies Non HRAD companies 

 

Aged employees 

(MS and SS) 

 

 

Sex ratio of aged employees in 2010  
 

Aged employees 

(MS and SS) 

 

 

Sex ratio of aged employees in 2010  
 

Aged employees 

(MS and SS) 

 

 

Sex ratio of aged employees in 

2010  

Comp

any 

Categ

ory a b 

Total 

employees 

(MS and 

SS)e 

Number   

 

As 

Percent  

of total 

employ

ment 

 In all 

employe

e 

 

In MS   

 
 In SS  

 

Total 

employees 

(MS and 

SS)e 

Number   

 

As 

Percent  

of total 

employ

ment 

 In all 

employee 

 

In MS   

 
 In SS  

 

Total 

employees 

(MS and 

SS)e 

Num

ber   

 

As 

Percent  

of total 

employ

ment 

 In all 

emplo

yee 

 

In MS   

 
In 

SS  
 

1 
40696 

 (38.50) 
395 0.97  53.33 56.98 0.00 36144  

(36.84)  
331 0.92 50.79 54.98 0.00 4552 

(59.93)  
64 1.41 66.67 66.67 0.00 

2 
3924 

(3.71) 
910 23.19 16.76 20.75 0.00 3924 

(3.99) 
910 23.19 16.76 20.75 0.00 0 0 0 0 0 0 

3 
9868 

(9.34) 

166 1.68 50.63 58.82 0.00 8243  

(8.40) 

137 1.66 62.02 74.77 0.00 1625 

(21.39) 

29 1.78 0.00 0.00 0.00 

4f 34460 

(32.60) 

68 0.19 283.02 294.12 0.00 33950 

(34.61) 

60 0.18 250.0 250.0 … 510 

(6.71) 

8 1.57 600.0 1000.0 0.00 

5 
1504 

(1.42) 
630 41.89 750.0 769.23 625.0 1504 

(1.53) 
630 41.89 750.0 769.23 625.0 0 0 0 0 0 0 

6 
175 

(00.17) 
25 14.29 0.00 0.00 0.00 175 

(00.18) 
25 14.29 0.00 0.00 0.00 0 0 0 0 0 0 

7 
2557 

(2.42) 

26 1.02 0.00 0.00 0.00 2522 

(2.57) 

24 0.95 0.00 0.00 0.00 35 

(00.46) 

2 5.71 0.00 0.00 0.00 

8 f 925 

(00.88) 

2 0.22 0.00 0.00 0.00 925 

(00.94) 

2 0.22 0.00 0.00 … 0 0 0 0 0 0 

9 
5824 

(5.51) 

58 0.99 17.54 18.87 0.00 5476 

(5.58) 

44 0.80 23.26 24.39 0.00 348 

(4.58) 

14 4.02 0.00 0.00 0.00 

10 f 
5325 

(5.04) 

8 0.15 0.00 0.00 0.00 5200 

(5.30) 

7 0.14 0.00 0.00 … 125 

(1.65) 

1 0.80 0.00 0.00 0.00 

11b 439 
(00.42) 

… … … … … 39 
(0.04) 

… … … … … 400 
(5.27) 

… … … … … 

All 
105697 

(100.0) 

2288 2.16 167.94 178.93 104.17 98102  

(100.0) 

2170 2.21 174.24 186.70 105.63 7595  

(100.0) 

118 1.55 63.06 65.42 0.00 
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Share  of HRAD company (in 

percent) 

 facilities for aged employees   

 

      Company Category in company  

category  
a
 

in companies 

with HRAD 
b 

Flexibility in 

working hours 
c
 

Flexibility in 

working conditions 
c
 

Reemployment 

facilities 
c
 

Fringe benefit 
c
 

1.Private National Manufacturing 79.59 e 40.63 e  1(1.28)  1 (1.28)  7 (8.97)  66  (84.62)  

2.Public National Manufacturing 100.00 22.92 0(0.00) 0 (0.00) 00 (00.00) 44 (100.00) 

3.Private National Servicing  60.00 17.18 1 (3.03) 1 (3.03) 1 (3.03) 19 (57.58) 

4.Public National Servicing 83.33 5.21 0 (0.00) 0 (0.00) 0 (0.00) 7 (70.00) 
5.Private National Manufacturing and Servicing (M&S) 100.00 2.08 0 (0.00) 0 (0.00) 2 (50.00) 4(100.00) 
6.Public National Manufacturing and Servicing (M&S) 100.00 0.52 0 (0.00) 0 (0.00) 00 (00.00) 1 (100.00) 

7.Private Multinational Manufacturing 77.78 3.65 1 (14.29) 1 (14.29) 1 (14.29) 7 (100.00) 

8.Public Multinational Manufacturing 100.00 1.04 0 (0.00) 0 (0.00) 0 (0.00) 2 (100.00) 

9.Private Multinational Servicing 50.00 5.21 0 (0.00) 0 (0.00) 0 (0.00) 8 (80.00) 

10.Public Multinational Servicing 66.67 1.04 0 (0.00) 0 (0.00) 0 (0.00) 2 (100.00) 

11. NGO in service sector 50.00 0.52 0 (0.00) 0 (0.00) 0 (0.00) 1 (100.00) 

All  76.80
 

100.00
 

 3  

(1.56)
d 

  3 

 (1.56)
d 

11  

 (5.73)
d 

 161  

(83.85)
d 

facilities for aged employees  

 

 

      Company        Category

 

Share  of all 

companies 

without HRAD 
a
 

Flexibility in 

working hours 
c
 

Flexibility in 

working 

conditions 
c
 

Reemployment 

facilities 
c
 

Fringe benefit 
c
 

1.Private National Manufacturing 20 (34.48) e 0 (0.00) 0 (0.00) 1 (5.00) 16 (80.00) 

2.Public National Manufacturing b 
0 0 0 0 0 

3.Private National Servicing  22 (37.93) 0 (0.00) 0 (0.00) 1 (4.55) 4 (18.18) 

4.Public National Servicing 2 (3.45) 0 (0.00) 0 (0.00) 0 (0.00) 1 (50.00) 

5.Private National Manufacturing and Servicing (M&S) b 0 0 0 0 0 

6.Public National Manufacturing and Servicing (M&S) b 0 0 0 0 0 

7.Private Multinational Manufacturing 2(3.45) 0 (0.00) 0 (0.00) 0 (0.00) 1 (50.00) 

8.Public Multinational Manufacturing b 0 0 0 0 0 

9.Private Multinational  Servicing 10(17.24) 0 (0.00) 0 (0.00) 0 (0.00) 4 (40.00) 

10.Public Multinational Servicing 1(1.72) 0 (0.00) 0 (0.00) 0 (0.00) 1 (100.00) 

11. NGO in service sector 1(1.72) 0 (0.00) 0 (0.00) 0 (0.00) 0 (0.00) 

All 58 (100.00) 0 (0.00)
d
 0 (0.00)

d
 2 (3.45)

d
 27 (46.55)

d
 

Table 8: Facilities for aged employees in companies without having HRAD wing: variation across industry class 

Table 6: Distribution of aged women employees: by company categories and types of jobs 

Table 7: Facilities for aged employees in companies with HRAD: variation across industry class 

Source: Primary survey data

Note: a - share in total number of 58 companies (Column 2); b- As prescribed in above table 5c; and therefore we do not consider these four categories during 

analysis in above table 8; c - share in companies without HRM wing in the respective company category (Column - 2); d- share in total 58 numbers of 

companies aggregate; e - figure indicates percentage share

Source: Primary survey data

Note: a.   Eleven Company Category as prescribed in above table 1; b. as prescribed in above table 5; c. as prescribed in above table 5; d. as prescribed in 

above table 5

Source: Primary survey data

Note: a- share in country aggregate; b - share in total number of 192 companies (Column 3); c - share in companies with HRM wing in the respective 

company category; d- share in total 192 numbers of companies aggregate; e - figure indicates percentage share

ALL companies HRAD companies Non HRAD companies 

Women MS Women SS Women MS  Women SS Women MS Women SS 

Compa

ny 

categor

y 
a 

Total 

Aged Women 

(MS and SS) Number as % 

of aged 

women 

Numbe

r 

as % 

of aged 

women 

Total 

Aged 

Women 

(MS and 

SS) 

Number as % 

of aged 

women 

Numbe

r 

as % 

of aged 

women 

Total 

Aged 

Women 

(MS and 

SS) 

Numbe

r 

as % 

of aged 

women 

Num

ber 

as % 

of aged 

women 

1 20 20 100.0 0 0.00 16 16 100.0 0 0.00 4 4 100.0 0 0.00 

2 15 15 100.0 0 0.00 15 15 100.0 0 0.00 0 0 0 0 0 

3 8 8 100.0 0 0.00 8 8 100.0 0 0.00 0 0 0.00 0 0.00 

4d 
15 15 100.0 0 0.00 12 12 100.0 .. .. 3 3 100.0 0 0.00 

5 270 240 88.89 30 11.11 270 240 88.89 30 11.11 0 0 0 0 0 

6 0 0 0.00 0 0.00 0 0 0.00 0 0.00 0 0 0 0 0 

7 0 0 0.00 0 0.00 0 0 0.00 0 0.00 0 0 0.00 0 0.00 

8 d 
0 0 0.00 0 0.00 0 0 0.00 .. .. 0 0 0 0 0 

9 1 1 100.0 0 0.00 1 1 100.0 0 0.00 0 0 0.00 0 0.00 

10 d 0 0 0.00 0 0.00 0 0 0.00 .. .. 0 0 0.00 0 0.00 

11b 
… .. … .. .. … .. .. .. … … .. … .. … 

All 329 299 90.88 30 9.12 322 292 90.68 30 9.32 7 7 100.0 0 0.00 
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HRAD Companies Non HRAD Companies  

                     Company Category 
f 

Share  of all 

companies 

with HRAD 
a
 

Health insurance 

foraged employees  c

 

Share  of all   

Companies 
without HRAD

 e 

Health insurance 

foraged 

employees 
g 

1.Private National Manufacturing 78 (40.63) b 45 (57.69) 20 (34.48) 8 (40.00) 

2.Public National Manufacturing 44 (22.92) 40 (90.91) 0 0 

3.Private National Servicing  33 (17.18) 16 (48.48) 22 (37.93) 2 (9.09) 

4.Public National Servicing 10 (5.21) 8 (80.00) 2 (3.45) 2 (100.00) 

5.Private National Manufacturing and Servicing (M&S) 4 (2.08) 3 (75.00) 0 0 

6.Public National Manufacturing and Servicing (M&S) 1 (0.52) 1 (100.00) 0 0 

7.Private Multinational Manufacturing 7 (3.65) 6 (85.71) 2(3.45) 1(50.00) 

8.Public Multinational Manufacturing 2 (1.04) 2 (100.00) 0 0 

9.Private Multinational  Servicing 10 (5.21) 9 (90.00) 10(17.24) 3 (30.00) 

10.Public Multinational Servicing 2 (1.04) 2 (100.00) 1(1.72) 1 (100.00) 

11. NGO in service sector 1 (0.52) 1 (100.00) 1(1.72) 0 (0.00) 

All 192 (100.00)
 

133 (69.27)
d 58 (100.00) 17 (29.31)

d 

Conclusion:

Elderly persons are in general recruited for their experience; 

motive is augmenting long term profitability and/or to 

overcome difficulties. Job environment is discouraging for 

aged persons in company sector in Bangladesh. Proportion 

of companies having aged employee across the company 

groups focuses reluctance towards aged workers.  

Companies in general seem to be reluctant in employing 

aged persons. Aged employees constitute barely 2.16 percent 

of total.   Experience of aged persons has not been seriously 

considered in more than one third of companies, these 

companies reported functioning without aged employees. 

The fact is more pronounced in the group of companies yet 

to establish HRAD wing. Employment situation of aged 

employees seems to be little more comfortable in HRAD 

companies - shares of aged in total employee are 

respectively 2.21 in HRAD group and in 1.55 percent in non 

HRAD group. Situation is even worse for aged women 

employees - in some groups of companies one observes 

complete absence of aged women employees. Gender bias 

can not be ignored.  In all non HRAD companies aged 

women are found to be working as management staff only. 

The picture marginally differs for HRAD companies. 

We may finally thus surmise that the study finds existence of 

separate Human Resource Administration Department 

(HRAD) or Human Resource Management Department 

(HRMD) in company sector in Bangladesh make a lot of 

difference in comparison to companies yet to establish 

separate HRAD/HRMD wing in providing facilities to aged 

employees.
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The figure is 80 percent for public national servicing companies against 48 percent of private servicing companies. The picture is relatively better in all 

public collaboration MNC compared to private collaboration MNC. Cent percent public MNCs (manufacturing and servicing) companies are having health 

insurance scheme. Larger percentage of MNC with private collaboration in service sector reported existence of health insurance scheme compared to 

manufacturing sector - the figures are respectively 90 and 86 percent. All the NGOs are providing 'health insurance facilities' to aged employees (table 9). 

Table 9: Variation in Health Insurance facilities for aged employees:  by HRAD and non HRAD groups of companies and 

company categories 
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Convergence and Divergence of Human Resource Management Practices
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Abstract:  This study endeavors to explore the Human Resource Management (HRM) Practices throughout the world 

in the era of globalization and whether they are tending towards being a universal convergent or a divergent practice 

in its own nature. Besides an attempt has also made to explore what and how different factors influence such 

practices. This study is a result of library research to observe the convergence and divergence of HRM practices 

which has revealed that, countries within the Asia Pacific differ among themselves in executing the basic of HRM 

practices and some of the factors still diverge in the local operating country. Countries tend to adopt converging HRM 

in the macro level due to globalization and diverging HRM in the micro level due to cultural and cross-border 

differences. Understanding the nature of HRM practices found in the study could facilitate practitioners developing 

different policies considering the factors that shape convergent/divergent practices.  

Keywords: Multinational Corporations, Standardization.

Introduction

Globalization, in today's time has become a key exponent factor 

in the world of trade. Political boundaries have long seemed to 

lose their actual barrier when it comes to the decision of trade 

agreements, international trade summits, and conferences and so 

forth, indicating the assembly to a solitary direction of 

internalization of resources. These resources range from the very 

basic materialistic ones to the more critical ones, like human 

resources. According to Morrison (2005 cited in Friedman 2007: 

157), globalization aids firms to compete for customer 

satisfaction via excellent performance, reliable quality and 

maintenance in low cost. Due to composition of labor from 

different regions of the world there seems to be some divergence 

issues on micro level, though all the MNCs try to promote 

convergent HRM practices so that there may be easy exchange of 

labor in case the need arises. Political influence, as described by 

De Cieri et al. (2008: 7) plays an important role in decision 

making and on the workings of HR department in any 

organization because firm's success or failure depends on the 

proper or improper use of power and politics by managers. 

Therefore, this study is an attempt to understand convergent and 

divergent human resources practices in the era of globalization. 

Besides an attempt is also made to explore what and how different 

factors influence such practices.

Convergent and Divergent HRM 

HRM refers to the policies, practices and systems that influence 

employees' behavior, attitudes and performance (De Cieri et al. 

2005). It relates to the management of one of the key factors of 

production, i.e. labor which revolves around factors like 

recruitment and selection, training and development, pay and 

benefits, performance appraisal system, job promotion and 

rewards, flexible working, organizational communication, 

participatory management and industrial relations etc. (Chang, 

Wilkinson and Mellahi 2007). Managerial practice in this regard 

might vary depending on several cultural, political or other factors 

which lead to the concept of convergent and divergent HRM 

practices.

Convergent HRM: According to Gooderham and Brewster 

(2003, cited in Myloni, Harzing and Mirza 2004: 60) the concept 

of a convergent HRM develops from the universal management 

principle. From a lay man's perspective, it can be explained as a 

set of principles that are general and universal in nature, 

regardless of the place where it is executed. Delaney, Lewin and 

Ichniowski (1989, cited in Bowen, Galang and Pillai 2002: 107) 

also agree that convergent HRM is universal in nature. The 

'convergence hypothesis' in management also efforts to explain 

that as a result of globalization, organizations and MNCs shall 

deploy their factors of production in a harmonized way (Kerr et 

al. 1960 cited in Myloni, Harzing and Mirza 2004: 60). That is, 

their reaction to business scenarios would be identical in case of 

the basic managerial decisions. This strategy has also been called 

the "fit" or matching approach by many analysts of management 

theory, including Bowen, Galang and Pillai (2002: 106). It can be 

reasoned in this way, that all firms competing in the global arena 

have the common goal of achieving their sole business objectives 

and generating profit. Thus, their elementary approach towards 

HRM practices shall be similar.

Divergent HRM: When MNCs started operating in various 

countries, it was realized that there was no indistinguishable 

solution to HRM. It is axiomatic, that modernization or 

globalization has not only touched trade and customized the way 

how people do business, but it has also, today even shaped 

technology and people's thoughts and ideas as well. With the 

increase of MNCs and (Multinational Enterprise) MNEs and the 

global transfer of jobs, the importance of HRM leveraged, even 

at greater heights.  As, in an international set-up, the increased 

pressure of managing people with their background 

"multicultural assumptions" and organization's limitations in 

doing so, puts more emphasis in grossing profit and being
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successful (Brewster, Sparrow, Vernon, and Houldsworth 2011:pg 

8). The accelerated presence of MNCs, deemed a more 

internationalized HRM package (Rowley and Benson, 2000). 

Every country has its own heritage and culture that shapes up the 

mindset of its people. And accordingly, their expectation from 

work and goals in life are also outlined. The factors that influence 

them range from the social system prevailing in the geographic 

area, cultural background, political scenario, legislative system, 

organizational ownership, education, industrial relations system 

and the particular organization's goals and management strategies 

that it installs (Chiah-Liaw, Petzall and Selvarajah, 2003). People 

belonging to different culture even though working in a MNC, 

could have distinct values in life and their norms could be 

contrastingly different (Chew and Sharma, 2005),  leading to a 

decentralized or divergent perspective to HRM practices.

Objectives and methodology of the Study

The objective of this study is to assess the human resource 

management practices in different countries to identify 

convergence and divergence of human resource management 

practices around the world. This is absolutely a library research 

where thorough study has been made of existing literatures to sort 

out country wise HRM practices and to identify factors that could 

result convergence and divergence of HRM practices. To analyze 

different HRM practices, country wise data has been collected 

from different journals, books, web resources etc. and then a 

pattern has been developed to conclude how different countries 

with different socio cultural environment adopt HRM practices to 

operate business locally or across the border. 

Factors Shaping Convergent and Divergent HRM Practices 

Perhaps, the most influencing rationale in this aspect is the 

cultural background prevailing in a particular geographic region. 

As cultural backdrop is one of the driving catalyst in designing 

HR practices in a firm (Hofstede, 1980).  It has been 

acknowledged that HRM strategies and practices that are used in 

a firm is a product of the cultural values of its managers and 

employees (Fields et al. 2006 and Khilji 2003, cited in Myloni, 

Harzing and Mirza, 2004). A standardized HRM practice may 

well not be undertaken due to the difference in culture among 

various nations. For example, women are not recruited to the top 

managerial positions in China and some muslin countries because 

they are thought to be as home makers. Contrastingly enough, in 

western world women are treated equal to men and occupy top 

managerial roles in organizations. It is noteworthy that in 1993, 

Hofstede stressed on the importance of the five cross-cultural 

dimensions, namely, uncertainty avoidance, masculinity-

femininity, individualism-collectivism, power distance and short-

long term orientation, contributing in shaping the HR Practices of 

any organization (cited in Friedman 2007: 160). 

Thus a discussion from above viewpoint will lead to the variant 

HR practices in different countries around the globe and uphold 

the HRM practices on the spheres of dynamics like recruitment 

and selection, training and development, decision making, job 

assessment, appraisal, employee benefits, pay and promotion and 

Unions etc.

Uncertainty avoidance: Uncertainty avoidance deals with the fact 

of how capable a person can be with handling an unfamiliar 

situation (Friedman, 2007). Hofstede (2001, cited in Fields et al., 

2006) holds that although USA represents the most powerful 

nation of the Western world, it has a similar proportion of 

uncertainty avoidance as that of an Asia Pacific country like Hong 

Kong. MNC's tend to promote a convergent (universal) culture in 

all its establishments and try to avoid uncertainty by adopting 

corporate governance with common core rules and few exceptions 

depending upon the political scenario of the country. 

Masculinity-femininity: The masculinity-femininity dimension, 

according to Friedman (2007) is described as 'factors like 

independence and dominance versus interdependence, empathy and 

openness'. Western world is more inclined towards femininity 

whereas Asian countries favour masculinity. Nevertheless, countries 

like USA and Hong Kong have proportionately similar degree of 

masculinity-femininity issues in their workplace due to globalization 

(Hofstede 2001, cited in Fields et al., 2006). If there was no 

globalization Asian countries would be divergent on masculinity 

issue since most of the Asian countries have different beliefs on 

masculinity-femininity approach depending upon their culture.

Individualism-collectivism: Wagner and Hollenbeck (2005) and 

Hofstede (1984), (cited in Friedman, 2007) characterized the third 

dimension of the Hofstede's model, the individualism-

collectivism aspect. People hailing from the first group bestow a 

lot of importance to their individual efforts and achievements. For 

example, USA lays emphasis on individualistic approach 

(Hofstede 2001, cited in Fields et al. 2006: 175). In countries like 

Hong Kong (Fields et al., 2006) and Japan (Pudelko, 2006) team 

work and group achievements are preferred to individual efforts. 

This clearly marks the difference between the convergent and 

divergent approach followed amongst western and Asian 

countries respectively.

Power distance: Hofstede (1984, cited in Friedman 2007: 161) 

explains power-distance as the scale of acceptance of a status 

variance. According to Hofstede (2001, cited in Fields et al. 2006: 

174) a person with a higher degree of power acceptance will very 

well be accustomed to the valid disparity between subordinates 

and the superiors, such as HRM practices in Hong Kong.  

Whereas, a person having a lower belief of power distance would 

just have the opposite thought. USA, according to the findings of 

Hofstede (2001, cited in Fields et al., 2006) observes low power-

distance belief and hence there tends to be divergent views while 

decision making because everyone has equal right to express  

his/her views.

 

C1 USA Netherlands Russia Japan West Africa Indonesia 
       

C2 Hong Kong USA West Africa Germany France/Russia Japan 
       

C3 Japan USA China West Africa Russia Netherlands 
       

C4 Germany Netherlands/USA France Japan West Africa/China Russia 
        

C5 China Hong Kong Japan Netherlands/Germany USA West Africa Russia 

High Individualism C1 High Collectivism 

Low Avoidance C2 High Avoidance 

High Masculinity C3 High Femininity 

Low Power Distance C4 High Power Distance 
Long Term Orientation C5 Short Term Orientation 
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Long and short term orientation:  A professional from a culture 

backed by short-term orientation, would give much importance on 

the past or present, value tradition and be present-centric, for 

example employees in Hong Kong in the Asia Pacific region 

(Fields, 2006). Conversely, a person hailing from a long-term 

orientation would hold a future-centric view and would have a 

tendency to stay prepared for any future contingency (Friedman, 

2007). Hofstede (2001, as cited in Fields et al., 2006) and 

Friedman (2007) found that employees in USA, China and Japan 

hold long-term orientation. Views are convergent on this issue 

because in today's world of extreme competition, every firm 

throughout the world looks at long term goals. So the influence of 

globalization has been profound to reduce the barriers between 

different countries and help easy trade so that firms can focus on 

long term goals. 

Apart from the cultural determinants, the political scenario also 

has profound influence on the HRM practice. History has shown 

that recent change in the political arena in terms of getting a 

nation in a free trade agreement, world trade summits such as the 

formation of European Union (EU) (Myloni, Harzing and Mirza, 

2004) has given birth to an expected common set of HR practices. 

Scandinavian countries like Norway and Sweden and other 

countries in the EU have agreements regarding free trade zones. 

Similar to adoption of international standards on accounting, 

finance and commerce, countries in Asian region have joined 

hands to form ASEAN (Association of South East Asian Nations) 

so that there are reduced trade restrictions, common labour 

practices and similar production strategies. Countries have used 

their political contacts to increase labour mobility and functional 

flexibility which indicates global convergence. Work place 

agreements and Industrial Relations laws are set to protect labour 

rights and put the interests of employees as top priority. This has 

resulted in reduced union memberships and reduced labour 

constraints such as labour peace and industrial stability. China for 

example has seen a major revamp in its political structure which 

has seen a total restructure of its industrial practices. In US, 

politics has always played a significant role. 

The form of organizational ownership also contributes in 

determining the specific type of HRM practice that is to be 

carried on. This has also been supported by a study by Zhu et al. 

(2005) that big organizations or MNCs are very much likely to 

adopt a HRM practice that is much converging with the western 

world, or their parent country. Mergers and acquisitions also 

institute on the particular HRM practice to be undertaken in an 

area. Japan was once seen as a leader in technology but due to 

globalization even China, Hong Kong and Vietnam saw industrial 

restructuring to reduce organizational politics and focus on firm-

level competitiveness.

Comparison of HRM practices in different countries

Rapid expansion of the global market has created a scenario that, 

what might be treated as best HRM practice in one nation may not 

necessarily be the same in another. That is the reason why the 

popular HRM practices in the western nations like the United 

States of America (USA), countries in EU like United Kingdom 

(UK), Greece, the Netherlands, Australia and New Zealand (NZ) 

may not have the same impact if implied in Asia Pacific countries 

like China, Hong Kong (HK), Japan, Taiwan etc. The functions of 

HRM, in this case may have a variable approach. Following is a 

discussion of some HRM practices that are practiced throughout 

different countries of the world.

 

  

Country HR Practices Source 

 Recruitment and Selection  

USA from the internal labor market Fields et al., 2006 

UK recruitment agencies Chang, Wilkinson and 

Mellahi, 2007 

Netherlands recruitment agencies Wiersma and Berg, 1999 

Dutch personality-testing rather than merit and also 

practice internal recruitment 

Wiersma and Berg, 1999 

China based on merit and performance Yu and Egri, 2005 

Taiwan from personal sources Hsu and Leat 2000; 

Hempel and Chang 

2002, cited in Chang, 

Wilkinson and Mellahi, 

2007 

Japan differing strategies for employing in the lower 

level and higher professional levels; less 

expensive methods for bottom line and recruiting 

agencies for professional level 

Rose and Kumar, 2007 

Bangladesh Internal advertisement and references are 

prioritized than hiring through external sources. 

ABM Abdullah, S. 

Boyle and C. Joham, 

2010 

 Training and Development  

USA there is not a significantly high degree of on-the-

job training 

Hofstede, 2001 cited in 

Fields et al., 2006 

UK there is not a significantly high degree of on-the-

job training 

Chang, Wilkinson and 

Mellahi, 2007 

Joint Ventures 

of US 

companies in 

HK 

put a lot of emphasis in training their existing 

employees for positions that require greater 

responsibilities 

Fields et al., 2006 

New Zealand emphasizes in having a lot of employee training 

and development programs  

Edgar and Geare, 2005 

Taiwan specialized and general training programs for all 

level of employees 

Chang, Wilkinson and 

Mellahi, 2007 

conglomerates 

of the US and 

EU have their 

operating 

plants in 

Taiwan 

hence they have been observed to follow the 

converging HRM practices in their local plants 

Chang and Huang, 2005 

Japan Japan’s slogan of ‘job for life’ has faded away 

from the corporate world and employees are held 

to be accountable for their career progression, to a 

greater extent 

Edgar and Geare, 2005 

Bangladesh  In the Bangladeshi context, providing required and 

adequate training along with increasing work 

efficiency, grows loyalty and commitment towards 

the organization. 

ABM Abdullah, S. 

Boyle and C. Joham, 

2010 

 Decision making  

US based on the issues of possible benefits Fong and Wyer, 2003 

New Zealand decisions are focused on attaining business 

objectives 

Edgar and Geare, 2005 

Dutch revolves in favor of the employee Wiersma and Berg, 1999 

China mostly influenced from the fear of incurring a loss Yu and Egri, 2005 

 Job assessment  

Netherlands give high importance to the regular formal 

appraisals (top-down discussion and bilateral 

discussion) 

Wiersma and Berg, 1999 

China greater frequency of job assessment Fields et al., 2006 

American and 

Australian 

Infrequent assessment  

 Appraisal  

UK much of the focus is on meeting targets and 

quantifiable results and applies systematic 

appraisal process 

 

Taiwan no systematic appraisal system and Employees are 

judged by their performance as a group 

 

Japan promote an employee on the basis of the job 

length 

 

 Employee Benefits  

 Countries seem to follow similar reward norms 

with little alienation from the standards followed 

around the globe. In Bangladesh, workers opt for 

group-based bendable benefits plans, rather than 

individual incentive plans 

ABM Abdullah, S. 

Boyle and C. Joham, 

2010 

 

 Pay and Promotion  

US and 

Germany 

Performance & meeting targets cited in Pudelko, 2006 
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Conclusion 

Every nation has unique set of cultural and economical 

background; they tend to be rigid to some changes resulting from 

globalization. Workforce differs around the world and hence, 

strategy in managing them. From this study it has been found that 

countries within the Asia Pacific differ among themselves in 

executing the basic of HRM practices. Besides, some of the 

factors still diverge in the local operating country.  Countries 

adopt convergent views on the practices of job assessment and 

labor unions and tend to diverge on the issues of training and 

development, decision making, job appraisal perspective and pay 

and promotion. There is evidence that when it comes to internal 

management in the organization, companies may differ from their 

parent company's judgment base. So the countries tend to adopt 

converging HRM in the macro level due to globalization and 

diverging HRM in the micro level due to cultural and cross-

border differences. It has also be found that there is an essence of 

convergence between the general broad spectrum of HRM 

practices in Asia Pacific and western countries but then again, 

when it comes to application for an effective and efficient HRM, 

it tends to diverge within the context of each country.
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UK pay is solely determined by individual 

performance 

Von Glinow et al., 1999 

and Wu 2004, cited in 

Chang, Wilkinson and 

Mellahi, 2007 

Hong Kong higher responsible jobs shall be returning a higher 

pay 

Fields et al., 2006 

Taiwan good record among peer group and seniority issue 

is the key determinant in time of promotion 

Chang, Wilkinson and 

Mellahi, 2007 

Japan basis of promotion from the seniority principle Pudelko 2006 

South Korea seniority principle for promoting and pay package Kim and Briscoe, 1997 

Vietnam Have a tendency to evaluate performance based on 

two dimensions, ie: firstly, based on performance, 

inside the area of their capacity and secondly, 

performance in area, which is beyond their 

control.  

Warner, 2003, as cited 

in L.C. Thang et al. 

Bangladesh In the Bangladeshi context, employees do not 

resist the fact various salary and compensation is 

paid to different employees based on skewed 

decisions of the top management, in contrast to 

only judging through performance. 

ABM Abdullah, S. 

Boyle and C. Joham, 

2010 

 Unions  

USA Some union roles are played by non-union 

employers. 

Tolbert and Zucker 

1997, cited in Fields et 

al., 2006 

HK Weak Union-presence observables for a while, as 

employers are more aware about their 

responsibilities nowadays.   

Levin and Ng, 1995, 

cited in Fields et al, 

2006 

Country HR Practices Source 
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The Concept of Online Outsourcing

Online outsourcing is the business process of contracting third-party 

providers (often overseas) to supply products or services which are 

delivered and paid for via the internet. Online outsourcing emerged in 

the early 2000s, along with advances in internet technology, as a viable 

option for SMEs and entrepreneurs who lacked the necessary financial 

resources to meet the costs associated with traditional forms of 

outsourcing. Outsourcing or freelancing marketplaces play a pivotal 

role in connecting buyers of outsourced services (small businesses and 

individuals) with providers of outsourced services (freelance workers). 

[http://en.wikipedia.org/wiki/Online_outsourcing]. 

Knowledge process outsourcing (KPO) describes the outsourcing of 

core information-related business activities which are competitively 

important or form an integral part of a company's value chain. KPO 

requires advanced analytical and technical skills as well as a high 

degree of specialist expertise. Reasons behind KPO include an increase 

in specialized knowledge and expertise, additional value creation, the 

potential for cost reductions, and a shortage of skilled labor.

Who is a Freelancer

A freelancer, freelance worker, or freelance is somebody who is self-

employed and is not committed to a particular employer long term. 

These workers are often represented by a company or an agency that 

resells their labor and that of others to its clients with or without project 

management and labor contributed by its regular employees. Others are 

completely independent. "Independent contractor" would be the term 

used in a higher register of English. [http://en.wikipedia.org/wiki/

Freelancer]

Freelancing business & Market place

Internet network changes the way of work throughout the world. Now 

employers search for low cost employee in internet to do the job done. 

For the whole process, a market place is needed for hiring employee, 

posting job, biding, paying and complete the whole process without any 

hassles. This need of a common market place gives birth of a business 

sector named freelancing business where freelancers work according to 

their skill, efficiency and will. Searching for low cost employee makes 

Bangladesh an emerging participant in the sector.  The sector is not well 

established yet in Bangladesh but has enough potentiality. Solving the 

problems and pay heed to it by authority may result a new arena of 

business to start with low investment and huge potentiality that led to 

effect national economy dynamically. There are many freelance 

marketplaces for online outsourcing.  Some of are as follows:

www.odesk.com  www.freelancer.com  www.elance.com  

www.peopleperhour.com www.graphicrever.net  www.99designs.com  

www.microworkers.com

There are three types of freelancing, these are:

(a) Offshore Freelancing ,(b) Online Freelancing and (c) Crowd 

Sourcing

These are heavily reliant on the Internet to provide economical access 

to remote workers, and frequently leverage technology to manage 

workflow to and from the employer. Much of the computer freelance 

work is being outsourced to poorer countries outside the United States 

and Europe. 

History of Online Freelance Outsourcing

Freelance Marketplaces are not a new concept, the first marketplace 

was launched in 1998 and dozens have come and gone since Freelance 

workers are often represented by a company or an agency that resells 

their labor and that of others to its clients with or without project 

management and labor contributed by its regular employees. Others are 

completely independent. 'GURU' the first online freelancing or 

outsourcing marketplace was established in 1998 as 

SOFTmoonlighter.com. GURU was followed by Elance, 

RentAcoder.com, Odesk, GetAFreelancer.com, Freelancer.com, 

Limeexchange.com, People Per Hour etc. rapidly. Some agencies like 

varsityadmission.com, hostinghelp24.com, open source network  

organize seminar and workshop to make freelancing popular. Before 

that freelancing work and business were in a limited format.

History of freelancing business in Bangladesh can be termed as 

contemporary, not very old one. Its popularity gets zenith since three to 

four years though the concept of freelancing business in the world is not 

new at all. In view of coping with the world's recession and to achieve 

sustainability small entrepreneurs adapt the strategy of producing 

product with low investment and increasing profit,the western world  

enters the freelance marketplace.

Progress of Freelancing Business in Bangladesh

The internet has opened up many freelance opportunities, expanded 

available markets, and has contributed to service sector growth in many 

countries like Bangladesh. The Denmark ambassador to Bangladesh, 

Einer H Jensen, observed Bangladesh's IT industry had a 'good start' on 

the global outsourcing market in recent times. Some Danish companies 

are working with around 20 Bangladeshi companies to develop and 

outsource software and IT-enabled services. 

Bangladesh is one of the fastest progressive countries of this world 

where only the Youths are changing the lifestyles and the society. They 

fights with the poverty, they fights with the unemployment problem and 

the nasty corruption of politicians. They are to face the poor education 

system of Bangladesh, and they don't get any extra advantages while 

working on online. Although, government doesn't take any initiative to 

speedier the existing slow internet speed; these youths of Bangladesh 

fights with the other peoples of this world to snatch the best jobs for 

them from the outsourcing marketplace. Besides, marketer and business 

owner from all over the world found the whole stuffs of Outsourcing 

From Bangladesh is cheaper, skillful in doing any given jobs and 

awesome in quality. According to BASIS (The Bangladesh Association 

of Software and Information Services); there are more than 1 Lac 

Bangladeshi Freelancers are doing Outsourcing jobs across the globe. 

These skilled freelancers are outsourcing their skills to the whole world 

that are in need of these skills to transforming Bangladesh a new 

country where no unemployment problem exists. Accumulating all of 

the money that freelancers are earning; we know, Bangladeshi 

freelancers are earning about 1 crore BDT per day from various 

outsourcing marketplaces.

Freelancing fields

Fields where freelancing is common include; (1) Music, (2) 

Journalism,(3) Publishing, (4) Screenwriting,(5) Filmmaking, (6) 

Acting, (7) Photojournalism, (8) Cosmetics, (9) Editing, (10) Event
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Planning, (11) Event Management, (12) Copy Editing, Proofreading , 

Indexing, Copywriting, (13) Computer Programming, (14) Web 

Designing , (15) Graphic Designing,(16) Web Development, (17) 

Consulting, (18) Tour Guiding,(19) Video Editing, Video Production 

and (20) Translating.(21) Accounting & business solutions etc.

The global off-shore outsourcing landscape is being steadily reshaped 

as new alternative sourcing options are emerging. Bangladesh is one of 

these emerging new centers. In 2010, Gartner Inc. has included 

Bangladesh at the list of top 30 offshore destinations. After this report, 

the tycoon of this sector began to come in Bangladesh to flourish the 

sector and young innovators of the country started with a fresh 

attention.

Emerging business area

Dawn.com/business,8th June 2010, published a report regarding 

freelancing growth in Bangladesh. The Bangladesh Association of 

Software and Information Services (BASIS) estimates there are some 

15,000 in Bangladesh doing freelance  work for technology companies 

from across the globe. The country also has some 500 registered IT 

outsourcing companies which collectively employ an additional 20,000 

workers. Freelancers in Bangladesh today are earning thousands of 

dollars from the comfort of their own homes. There are numerous 

companies out there in need of labor at low cost and less time. These 

companies or 'contractors' , who, maybe, are short of time to look for a 

real assistant, may prefer to employ a virtual assistant who can manage 

their workload for them within the stipulated time. This is where 

freelancers come in. Still others may need freelance writers (or content 

developers) to write up a press-release for them. The possibilities are 

unlimited.

Present scenario

At present, the sector is also focused by media as some enthusiastic 

matters are happening by young people even living in remote areas. The 

Daily Prothom Alo published such a report on 4th February, 2012. In it, 

story of Russel's success is described. Currently about 10,000 freelance 

software developers in the country are earning roughly $40 million 

annually.  Growth rate of the industry has been around 40% for last few 

years.

For most cases, the earning of the companies is dependant largely on 

foreign work. Freelancers or group of freelancers also work in foreign 

companies. Maximum firms are originated in Bangladesh, their major 

source of revenue for most of the firms (65%) is abroad. The reason is 
that Bangladeshi web developer firms are actively involved in getting 
offshore projects. Once a firm gets going, it does not have to depend on 
local market anymore. Only 20% firms generate majority of their 
revenue from local sales indicate the immature web industry and culture 
here in Bangladesh. Otherwise, there is no reason why firms cannot 
succeed in the local market whereas they are highly successful dealing 
globally. However, the demand of web technology is increasing rapidly 
in the country. Earning from website ads are possible only when there 
are large number of users to follow. It is the most difficult among the 
three revenue-generating ways and 15% of the firms here depends on 
advertisement-driven returns.  However, it points out that Bangladeshi 
firms have also started to join the global trend of website-generated 
income that is, earning from showing ads in websites.

What factors influence international clients while outsourcing projects 
from Bangladeshi firms. 15 firms report that it is the previous work 
experience and references that influence most. Maintaining constant 
communication with the buyer is rated to be a factor by 9 firms. 
However, Bangladesh Government's policy is not taken into count by 
the buyers .None of the firms have said that they are in loss. 
Significantly, the profit margin of firms is varying widely ranging from 
profit under TK 15,000 to profit over TK 100,000. Anyway some firms 

say that their profit has been very inconsistent.

Prospect of Freelancing Business in Bangladesh

Many statistics, media analyses, and experts' views show that 
Bangladesh has strong potentiality in freelancing arena. Though still 
there are many hindrances to achieve the goal but proper steps may 
mitigate those and boost up the business. The online freelancing 
opportunities could bring huge foreign currency to the agencies as well 
as to remote jobless youth through investing a small sum of money for 
buying a computer with internet connection.

The global market condition, Bangladesh's potentiality, large number of 
educated youth, low value of Taka, lower labor cost brings a hope for 
Bangladeshi freelancer and freelancing business companies. The global 
market for Outsourcing and Off shoring has recorded an increasing 
trend in the use of these models.

Dhaka ranks third in global freelance outsourcing work

Dhaka has become one of the top destinations for freelance online 
work, outshining Indian cities such as Bangalore, as the Bangladeshi 
capital fast emerging as a major centre for data entry work that employs 
tens of thousands of people. According to a new report by oDesk Corp, 
a United States-based leading marketplace for companies and online 
workers, Dhaka is now ranked third among global cities where online 
jobs are outsourced from the West. The Amsterdam-based KPMG in a 
survey report placed Bangladesh with Indonesia, Malaysia, Pakistan, 
Philippines, Sri Lanka, Thailand and Vietnam, along with India on the 
list of emerging Asian IT services suppliers.

Expert's estimation

Experts have calculated that the Offshoring-business will grow from the 
current annual rate of 80 Million US-Dollars to a level of over 500 
Million US-Dollars in 2020, representing a six-fold increase in 12 
years. Particularly in Online Offshoring, experts have predicted a great 
amount of growth in the future. The Duke University has judged that in 
2008 over 50 percent of US companies were involved in Offshoring. 
This represents a doubling of the amount in 2005. The prognosis 
therefore is, that the importance and revenue of small and medium-
sized businesses will surely grow. According to a study from 
SpiceNetworks, eight percent of small and medium-sized businesses 
globally will increase their involvement with external IT-Service 
Providers.

Since the 1980s, India has emerged as one of the main providers of 
Online Services Offshoring. But in India, the wage and housing costs 
are rising rapidly. Therefore, experts expect the diversification of 
Online Offshoring countries in the future. In essence, any country that 
possesses the necessary infrastructure and skilled workforce can expect 
a growth in Online Offshoring into this country.

Comparison to neighboring countries

Compared to neighboring India, which accounts for around 55 per cent 
of the $3.4 trillion global market and employs 2.54 million people 
directly in the sector, Bangladesh is an outsourcing minnow. But as 
outsourcing costs rise in other countries like India, China and the 
Philippines, impoverished Bangladesh, currently better known for 
cheap garment exports for top Western brands, may be able to cash in .

Bangladesh is just getting entry into the global industry but we have 
real potential because Bangladesh's low cost labor pool was a key 
competitive advantage.

The average wage of an outsourced IT sector employee is around $8 per 
hour in Bangladesh compared to $20 per hour in India and $10 to $15 
an hour in the Philippines."Moreover, Bangladesh has one of the largest 
and youngest populations in Asia, with 150 million people of whom 
some 65 per cent are under 25

Fast growth rate prospects high

Bangladesh began developing an outsourcing sector in 2004 and it is 
now worth around $120 million. The country exported some 
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$36 million worth of IT services last year, according to BASIS figures. 
The government has declared developing the IT outsourcing industry to 
be a key priority, which fits with their ongoing campaign to create a 
'Digital Bangladesh' by 2020. Bangladesh should aim for its 
outsourcing service industry to export $500 million worth of services 
by 2014.Two decades ago, many people could not imagine 
Bangladesh's garment industry would become the country's highest 
export earner - but it did. So the outsourcing industry has the same 
potential.

Outsourcing Opportunity for Professional Accountant 

There are a number of lucrative opportunities for Professional 
accountants who are willing to take advantage of this market. However, 
before you can take advantage of this growing industry, it is first 
important for you to understand the meaning of KPO. 

KPO (knowledge process outsourcing) is an evolution of BPO 
(Business Process Outsourcing). The basic idea for outsourcing was 
first developed by Ross Perot, who was the founder of Electronic Data 
Systems. The basic goal of EDS was to help companies manage their IT 
departments. EDS would sell the information that was related to 
information technology, and their clients would pay them on a monthly 
basis.

There are certain skills required for a professional as well as an 
Accountant to be a part of it, which are as follows:

1. Accounting procedures followed by companies in USA, UK or 
other countries.

2. Knowledge of accounting related software  like, Quick Books, 
MYOB, SAGE and other accounting solutions. These are 
some software  used as per international standards.

3. Skills in using tax return software  i.e. Ultra Tax or Irish. These 
are few of the softwares which are used in preparing Tax 
Returns and annual accounts for individuals, corporations or 
private organizations.

Obstacle of Freelancing Business in Bangladesh

There are major challenges which must be addressed before the industry 
can flourish and these are: 1. Infrastructure, 2. language skills and 3. 
Data and intellectual property security.

Poor infrastructure, including frequent power crises and slow and 
unreliable Internet connections are the most immediate problems of the 
Bangladesh Outsourcing opportunity. we need an uninterrupted power 
supply and a second connection with high bandwidth. But the  progress 
on these issues was slow. 

(1) Power crisis

Bangladesh's businesses have long suffered from an acute power crisis, 
as plants generate only around 5,000 megawatts of electricity a day, but 
demand is over 6,000 megawatts and growing at a rate of 500 
megawatts a year. 

(2) Low internet speed

The country has only one submarine Internet cable and desperately 
needs a second line to prevent frequent disruptions. We are connected to 
submarine cable network SEA-ME-WE-4, which provides an Internet 
bandwidth of 24 gigabytes, but more speed needed and an alternative 
connection is essential to woo overseas clients. Around 40% of the 
businesses are significantly affected by slow internet speed here in 
Bangladesh. Web developer and software developer firms encounter 
this problem more often than the others. However, companies seem to 
cope up with the situation and 60% companies have reported that they 
somehow manage it, although the working speed gets sluggish .

(3) Money transaction problem

Bangladesh Government does not allow online transaction yet. Without 
any confusion what-so-ever, Bangladeshi web-based businesses have 
indicated it as the biggest problem they face. Almost all the respondents 
are affected by this obstacle while dealing internationally. The biggest 

obstacle to run the freelancing business, again majority of the firms 
have indicated international money transaction difficulty as the most 
upsetting one.

Reliable sites for Online Freelance Outsourcing from Bangladesh

There are many freelance marketplaces for online outsourcing.  But all 
are not perfect for Bangladeshi freelancers. Here are some reliable 
freelancing sites for

Bangladeshi freelancers:

www.odesk.com www.freelancer.com www.elance.com 

www.peopleperhour.com www.graphicrever.net www.99designs.com 
www.microworkers.com

So, we can say, Bangladesh has a great opportunity to earn more money 
from online marketplaces by freelance outsourcing. It also helps us to 
remove unemployment and we can make a beautiful Bangladesh.

Recommendation

  Second submarine cable line should be set up as early as possible 
to increase the speed of internet along with a disturb free line .

  The government should also set up IT software parks in the capital 
Dhaka and at universities across the country to attract more 
graduates to the sector and ensure the right skills training is 
available.

  Proper initiatives should be taken for starting the service of Pay 
Pall so that international money transaction can be easily done 
without any bureaucratic harassment.

  Load shading should be eradicate for a smooth growth of the 
sector.

   Internet network must be made available in remote areas.

So, we can say, Bangladesh has a great opportunity to earn more money 
from online marketplaces by freelance outsourcing. It also helps us to 
remove unemployment and we can make a beautiful Bangladesh by 
solving the problems and pay heed to it by authority may result a new 
arena of business to start with low invest and huge potentiality that led 
to effect national economy dynamically by participating young 
educated generation of Bangladesh.
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Section 353 Of The Companies Bill 2013: Why The Ceo-Chair Split Matters?

Bipul Kumar Bhowmik FCMA*

Abstract: In many companies, the Chief Executive Officer (CEO), who holds the top management position in the 

company, also serves as Chairman of the board. This is often the case with companies that have grown rapidly and 

still retain the initial founder in those roles. The combined roles of Chairman and Chief Executive Officer (CEO) 

constitute a concentration of power that may give rise to conflicts. As a matter of good governance, it is a best 

practice that, except where special circumstances exist, the roles of the Chairman and the CEO should be separated. 

The Code on Corporate Governance advocates that the positions of Chairman and CEO be separated with clearly 

accepted divisions of responsibilities, to ensure a balance of power and authority, such that no one individual has 

unfettered powers of decision. We also expect the same inevitably from the modern Companies Act. 

Keywords: The Companies Act, Corporate Governance, Chairman and CEO.  

Introduction:

The mountain of new corporate governance regulation and guidance 

means that companies need dedicated resource and support in order to 

ensure that their boards remain compliant and operate as effectively as 

possible. In many companies, the chief executive officer (CEO), who 

holds the top management position in the company, also serves as 

chairman of the board. But it seems that every year calls ring out 

louder and louder for boards to separate the roles of CEO and 

chairman. Good number of companies has faced shareholder proposals 

demanding that they replace their CEO with an independent director in 

the role of chairman. 

Advocates of splitting the positions argue that an independent leader 

will aid the board in more effectively monitoring the CEO's actions 

and performance. Critics of the combined CEO/chairman role include 

institutional investors, policymakers, and a preponderance of corporate 

governance experts and advisory firms. Many executives disagree, 

however, arguing that such a structure creates unnecessary confusion 

and hurts unity of leadership. Question is - Who's right? Let's look at 

the role and responsibilities of both.

Exploration Of Roles And Responsibilities Of Ceo And Chairman

The respective roles of the Chairman and the CEO will depend on 

various factors such as the manner in which the Board functions as a 

group and the relationship between the Board and Management. This 

is a crucial partnership as it dictates the long-term success of the 

Company. Each role has functions, which should be clearly defined 

and understood. The Chairman plays a crucial leadership and pivotal 

role in ensuring that the Board works effectively. The key roles of the 

Chairman are:-

Ensuring that there is a balanced board, comprising executive, 

non-executive and independent directors; 

Ensuring full participation of the executive, non-executive and 

independent directors in the Board's decision making processes 

and activities; 

Facilitating the effective contribution of non-executive and 

independent directors and building a strong bond and trust 

between them and the executive directors; 

Ensuring that the whole Board plays a full and constructive part 

in developing and determining the company's and/or Group's 

strategy and overall business and commercial objectives; 

Ensuring that all relevant, material and timely information is 

made available to the Board for Board meetings; 

Effectively leading the Board as a whole and in particular during 

Board meetings and general meetings;

Setting the agenda to be tabled for discussion, in consultation 

with the CEO and the Company Secretary, taking into 

consideration the important issues facing the company and/or 

Group with emphasis to strategic, rather than routine issues; 

Ensuring that there are sufficient channels for effective 

communication between the Board and the shareholders at 

general meetings.

Ensuring that complete, timely and clear information on the 

company and/or Group affairs are provided to the Board; 

Ensuring that the advice of the Company Secretary on 

compliance, procedures and rules are considered and acted upon; 

Ensuring effective communication between the company and/or 

Group and its shareholders, executive management, committees 

and other stakeholders;

The position of CEO is equivalent to the more commonly known term 

of a Managing Director for smaller companies. Broadly, the CEO is 

responsible to the Board for the day-to-day management of the 

Company. The Board gives direction and exercises judgment in setting 

the Company's objectives and overseeing their implementation. The 

key roles of the CEO are:- 

Ensuring that the Company and/or Group's business is properly 

and efficiently managed by ensuring that the executive team 

implements the policies and strategies adopted by the Board and 

it's Committees; 

Assisting the Chairman in drawing up the agenda for Board 

meetings by providing input in relation to important strategic 

issues facing the business; 

Highlighting and updating the Chairman on complex and 

sensitive issues that might affect the company and/or Group, and 

maintaining a dialogue with the Chairman of the Board; 

Consulting with the Chairman and the Company Secretary on 

board-approved procedures and matters reserved for the board's 

decision; 

Ensuring that operational planning and control systems are in 

place; 

Ensuring that objectives and standards of performance are 

understood by management and employees;
* Bipul Kumar Bhowmik FCMA, is a Fellow Member of ICMAB.
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Monitoring performance results against plans; 

Taking remedial action, where necessary;

Leading the management team and employees; and

Managing the company generally.

The issue of whether holding both roles by a single head reduces the 

effectiveness of the board, is a hot topic and often rears its head at

shareholder meetings. Considering the roles and responsibilities as 

stated above, there are good reasons to separate the two positions in 

order to strengthen the overall integrity of the company.

Executive Compensation: One of the events that get the most 

attention from a company's shareholders is an increase in executive 

pay. Increases come at the expense of shareholder profits, although 

most understand that competitive pay helps to keep talent in the 

business. However, it is the board of directors that votes to increase 

executive pay. When the CEO is also the chairman, a conflict of 

interest arises, as the CEO is voting on his or her own compensation. 

Although a board is required by legislation to have some members 

who are independent of management, the chair can influence the 

activities of the board, which allows for abuse of the chair position. 

Corporate Governance: One of the board's main roles is to monitor the 

operations of the company and to ensure that it is being run in 

conjunction with the mandate of the company and the will of the 

shareholders. As the CEO is the management position responsible for 

driving those operations, having a combined role results in monitoring 

oneself, once again opening the door for abuse of the position. A board 

led by an independent chair is more likely to identify and monitor 

areas of the company that are drifting from its mandate and to put into 

place corrective measures to get it back on track.  

Audit Committee Independence: In August 2012, the BSEC set out 

stronger regulations - The Corporate Governance Guidelines - for 

corporate oversight, including a requirement that the audit committee 

consist of only external board members. This means that no member of 

management can sit on the audit committee. However, because the 

committee is a sub-group of the board of directors and reports to the 

chair, having the CEO in the chair role limits the effectiveness of the 

committee. 

The independence of the Audit Committee is especially true for the 

whistleblower provision. The BSEC Guidelines spirit also requires that 

the audit committee puts in place a procedure where employees and 

other connected individuals can report fraud and other abuse directly 

to the committee without reprisal. When the board is led by 

management, employees may be less likely to report such activities 

and the audit committee may be less likely to act on such reports.  

The Bsec corporate governance guidelines on The Provision of 

Dual Riles

The combined roles of Chairman and Chief Executive Officer (CEO) 

constitute a concentration of power that may give rise to conflicts. 

However, all public limited companies in Bangladesh are required to 

have a board of directors that is tasked with the oversight of corporate 

activities and protects the interests of the company's shareholders. The 

board is headed by a chairman, who has influence over the direction of 

the board.  As a matter of good governance, it is a best practice that the 

roles of the Chairman and the CEO should be separated. The BSEC 

Guidelines on Corporate Governance also advocates that the positions 

of Chairman and CEO shall be separated with clearly accepted 

divisions of responsibilities, so far to ensure a balance of power and 

authority, such that no one individual has unfettered powers of 

Decision.

Section 353 of the companies bill 2013 - need to be amended

Though the new Companies Bill 2013 is yet to be finalized, the 

advocacy of the BSEC on dual roles by way of the Guidelines is not 

taken into consideration. Gap between two statues in this respect will 

lead to non-compliance mentality. Let's see what stand the new 

Companies Bill - 2013 has already been taken on these dual roles. 

Provision of section 353: Appointment of key managerial personnel of 

the said Bill depicted that -    

Section 353: Appointment of key managerial personnel

(1)  Every company belonging to such class or classes of companies as 

may be prescribed shall have the following whole-time key managerial 

personnel,- 

(i)  Managing director, or Chief Executive Officer or manager 

and in their absence, a whole-time director; and 

(ii) Company secretary: 

Provided that unless the articles of such a company provide otherwise, 

an individual shall not be the chairperson of the company as well as 

the managing director or Chief Executive Officer of the company at 

the same time.

In the context of the above proviso, I would like to give emphasis on 

the words - 'Provided that unless the articles of such a company 

provide otherwise', where discretionary authority has given to the 

Company who can choose it's like to do or not to do. Where CEO-

Chair split off is a matter, the above proviso shall be amended in the 

following manner:

Section 353: Appointment of key managerial personnel

(1)  Every company belonging to such class or classes of companies as 

may be prescribed shall have the following whole-time key managerial 

personnel,- 

(i)  Managing director, or Chief Executive Officer or manager 

and in their absence, a whole-time director; 

(ii) Company secretary and 

(iii) The Chief Financial Officer

Provided that notwithstanding anything contained in the articles of 

association of a company, an individual shall not be the chairperson of 

the company as well as the managing director or Chief Executive 

Officer of the company at the same time.

In light of basic instinct, it is also suggested that CFO and Company 

Secretary positions shall also be separated by different individuals at 

the same time. 

It is notable that the Bill, for the first time, proposes to re-group in 

relation to a company "key managerial personnel" consisting of (i) the 

Chief Executive Officer or the managing director or the manager; (ii) 

the company secretary; (iii) the Chief Financial Officer if the Board of 

Directors appoints him; and (iv) such other officer as may be 

prescribed. However, Head of Internal Audit shall necessarily be 

included in the said group.  

The above re-group means that the Key Managerial Personnel will 

become liable for penal consequences by virtue of the positions they 

hold. About 24 clauses in the Bill (excluding winding up provisions) 

recognize "Officer who in Default" and this term includes Key 

Managerial Personnel for imposition of monetary penalties for non-

compliance of law.

Conclusion

The relationship between a company's management and board of 

directors continues to be an important topic for both shareholders and 

regulators. Any future corporate failures linked to this lack of 

segregation of duties will heighten the conversation and may lead to 

even stricter legislation in the future. 
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SAFA International Conference held in Dhaka
The Institute organized the SAFA International Conference on "Foreign 

Direct Investment - An Important Tool for Economic Development". 

The Inaugural Session of 2-day long SAFA International Conference-

2013 was held on October 10, 2013 at the Bangabandhu International 

Conference Center, Sher-e-Bangla Nagar Dhaka. Mr. Md. Abdul 

Hamid, Hon'ble President, People's Republic of Bangladesh 

inaugurated the SAFA International Conference as Chief Guest while 

Mr. Ghulam Muhammed Quader, MP, Hon'ble Minister, Ministry of   

Commerce, Government of the People's Republic of Bangladesh was 

present as Special Guest. The Inaugural Session of the Conference was 

presided over by the President of ICMAB Mr. AKM Delwer Hussain, 

FCMA. The keynote paper on the theme of the International 

Conference on Foreign Direct Investment -An Important Tool for 

Economic Development was presented by Dr. Mashiur Rahman, 

Adviser to the Hon'ble Prime Minister (Economic Affairs), Government 

of the People's Republic of Bangladesh.

First Technical Session of the SAFA International Conference on (i) 

Foreign Direct Investment: Challenges and Prospects in Indian 

Perspective by CA. Subodh Kr. Agrawal, President, The Institute of 

Chartered Accountants of India, Commentator: CMA Rakesh Singh, 

Past President, The Institute of Cost Accountants of India; (ii) Foreign 

Direct Investment: Challenges and Opportunities in the Context of 

Pakistan by Mr. Sayyid Mansoob Hassan, FCMA, The Institute of Cost 

and Management Accountants of Pakistan, Commentator: Mr. Rashid 

Ibrahim, FCA, The Institute of Chartered Accountants of  Pakistan; (iii) 

Foreign Direct Investment in Nepal: Problem and Prospects  by CA. 

Narendra Bhattarai, Vice President The Institute of Chartered 

Accountants of Nepal, Commentator: Mr. A.B.M. Shamsuddin, FCMA, 

Past President, The Institute of Cost and Management Accountants of 

Bangladesh was held on October 10, 2013 at the Bangabandhu 

International Conference Center. The papers were presented and the 

session was chaired by Professor Dr. Abul Barkat, Chairman, Janata 

Bank Limited.

Technical Sessions-II was held on October 11, 2013 at the 

Bangabandhu International Conference Center, Dhaka, Sher-e-Bangla 

Nagar, Dhaka. The Technical Papers were respectively on: (iv) Foreign 

Direct Investment (FDI) in Bangladesh: Challenges and Prospects by 

Mr. Ahmed Ataul Hakeem, FCMA, Former Comptroller and Auditor 

General of Bangladesh. The Institute of Cost and Management 

Accountants of Bangladesh, Commentator:  Mr. Md. Shaifur Rahman 

Mazumdar, FCA, FCMA, Director, Meenhar Group of Companies, ICA 

Bangladesh; and (v) Foreign Direct Investment Challenges and 

Prospects Sri Lankan Perspective by Mr. Adrian D Perera, Council 

Member, The Certified Management Accountants of  Sri Lanka, 

Commentator: CA. Narendra Bhattari, Vice President, The Institute of 

Chartered Accountants of Nepal. The papers were presented and the 

session was chaired by Dr. Debapriya Bhattacharya, Distinguished 

Fellow, Centre for Policy Dialogue (CPD).

Technical Sessions-III: Panel Discussion on Foreign Direct Investment: 

Experience of SAARC Countries. Session Chaired was Professor 

Mustafizur Rahman, Executive Director, Centre for Policy Dialogue 

(CPD). Representatives of 7 SAFA Member Bodies discussant were 

Prof. Dr.  Swapan Kumar Bala, FCMA, ICMAB; CMA Suresh Chandra 

Mohanty, President, The Institute of Cost Accountants of India; Mr. 

Rashid Ibrahim, FCA, The Institute of Chartered Accountants of  

Pakistan; Mr. Ghulam Mustafa Qazi, FCMA, Vice President, The 

Institute of Cost and Management Accountants of Pakistan; CA. 

Narendra Bhattari, Vice President, The Institute of Chartered 

Accountants of Nepal; Mr. Arjuna Herath, FCA, Vice President,  The 

Institute of Chartered Accountants of Sri Lanka and Mr. Adrian D 

Perera, Council Member, The Certified Management Accountants of  

Sri Lanka.

The Valedictory Session of the SAFA International Conference was 

held on October 11, 2013, Bangabandhu International 

Conference Center, Sher-e-Bangla Nagar, Dhaka and presided 

over by Institute's President Mr. A.K.M. Delwer Hussain, 

FCMA, President, ICMAB. Mr. Abdul Mannan, FCMA, 

President, SAFA & Former State Minister, Ministry of Civil 

Aviation & Tourism and Textile, Government of the People's 

Republic of Bangladesh was present at the Valedictory Session 

as Chief Guest. Mr. Zahir Uddin Ahmed, FCA, FCMA, Past

ICMAB News
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President, SAFA, ICAB & ICMAB and CA. Subodh Kumar Agrawal, 

Vice President, SAFA & President, The Institute of Chartered 

Accountants of India were present as Special Guests. Prof. Md. 

Maksudur Rahman Sarker, FCMA, Department  of Accounting & IS, 

University of Dhaka presented the Rapporteur's report. On behalf of the 

international delegates, CMA Suresh Chandra Mohanty, President, The 

Institute of Cost Accountants of India and CA. Subodh Kr. Agrawal, 

President, The Institute of Chartered Accountants of India spoke on the 

occasion and gave special thanks to ICMAB for organizing such a mega 

international program at their own initiative. In the valedictory session, 

Institute's President acknowledged with deep satisfaction the relentless 

endeavor put by the all officers and staff of ICMAB for the making the 

program grand success.

Professional Accountants from home and abroad, senior executives of 

various organizations involved in 

accounts, finance, marketing, 

production, administration and other 

services participated in the ICMAB 

International Conference. Eight (8) 

hours of CPD credit were awarded to 

each member of the Institute for 

participation in the SAFA international 

conference.

ICMAB Cost Audit Workshop
The Institute organized a 3 day long 

Cost Audit Workshop on September 11-

13, 2013 at ICMAB Ruhul Quddus Auditorium, Dhaka. Mr. Dilip 

Barua, Hon'ble Minister for Industtries, Government of the People's 

Republic of Bangladesh was present on the occasion as Chief Guest and 

inaugurated the workshop while Mr. Monsur Ali Sikder,ndc., Chairman, 

Bangladesh Chemical Industries Corporation as Special Guest and Mr.  

Dipak Ranjan Datta, Director, Bangladesh Chemical Industries 

Corporation as Commentator in the inaugural session.

Mr. Abdul Mannan, FCMA, President, South Asian Federation of 

Accountants (SAFA) was present as Chief Guest, Md. Ashraful 

Moqbul, Senior Secretary, Ministry of Textiles and Jute,Government of 

the Peoples Republic of Bangladesh as Special Guest and Md. Abdul 

Mannan Miah, Vice President, Bangladesh Textile Mills Association as  

Guest of Honcur in the valedictory session. Mr. M. Anis Ud Dowla, 

Chairman, Advanced Chemical Industries (ACI) Limited was present as 

Session Chairman. 

Four technical papers on the topics (i) "Cost Audit on Fertilizer Sector" 

(ii) "Procedure of Cost Audit and its application in Sugar Industries in 

specific (iii Procedure and Benefits of Cost Audit with special 

Reference to Textile Industry.'' and (iv) "Cost Audit workshop on 

Pharmaceutical Industry" by CMA Rakesh Singh, Past President, ICA 

India presented as the Resource person in the workshop.

Among others Mr. AKM Delwer Hussain, FCMA President of the 

Institute, Mr. Md. Abdul Aziz, FCMA Chairman, Seminar and 

Conference Committee, Mr. ABM Shamsuddin, FCMA, Chairman, 

Training Committee, Mr. Mohammed Salim, FCMA, Vice- President, 

Mr. Md. Jasim Uddin Akond, FCMA, Vice-President, Mr. Arif Khan, 

FCMA, Secretary and Mr. Md.Mamunur Rashid, FCMA, Vice-

Chairman, Cost Audit Committee also spoke on the occasion. Members 

and Sr. Students of the Institute participated in the workshop.

28th  SAFA Board meeting held at  Dhaka
The Institute of Cost and Management Accountants of 

Bangladesh (ICMAB) organized 28th   SAFA Board meeting 

and other event meetings on 11 October, 2012 at the 

Bangabandhu International 

Conference Center, Sher-e-Bangla 

Nagar, Dhaka. SAFA President 

Mr. Abdul Mannan, FCMA 

presided over the meeting. SAFA 

Vice President CA. Subodh Kr. 

Agrawal and representatives from 

all SAFA Member bodies were 

present in the meeting.

ICMAB delegation called on Finance  Minister
A delegation of the Institute of Cost and Management Accountants of 

Bangladesh (ICMAB) headed by its President Mr. A.K.M. Delwer 

Hussain, FCMA called on Mr. Abul Mal Abdul Muhit, Hon'ble Minister 

for Finance, Government of the Peoples Republic of Bangladesh at his 

office on September 30, 2013.

The ICMAB delegation apprised the Finance Minister of the role of 

Cost and Management Accountants and their contribution towards the 

establishment of transparency, accountability and corporate governance 

in the business and industrial sectors of our country. The delegation 

amongst others briefed the Hon'ble Minister regarding significance and 

need for implementation of Cost Audit and enactment of Financial 

Reporting Council Act etc. The delegation sought active support and 

guidance of the Finance Minister for development of CMA Profession 

and ICMAB Institute.   

The Finance Minister appreciated the significant role of Cost and 

Management Accountants for the establishment of financial discipline
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in the business and industrial sectors of the country. He assured of all 

possible help and assistance for the development of the Institute as well 

as the CMA profession.

Among the delegates Vice Presidents Mr. Mohammed Salim FCMA, 

Mr. Md. Jasim Uddin Akond, FCMA, Council Members Mr. Zahir 

Uddin Ahmed, FCMA, M. Abul Kalam Mazumdar, FCMA, Mr. Md. 

Abdul Aziz, FCMA and Executive Director of the Institute Mr. A.K.M 

Nazrul Islam, FCMA were present in the meeting.

DBC News

ICMAB Students Orientation Program

The Dhaka Branch Council of The Institute of Cost and 

Management Accountants of Bangladesh (ICMAB) 

organized "Orientation Program (July-December 2013 

session)" for the newly admitted students of ICMAB at the 

ICMAB Ruhul Quddus Auditorium, Dhaka on September 03, 

2013. Mr. A.k.M. Delwer Hussain, FCMA Hon'ble President 

of the Institute was present as the Guest of honor. Mr. Md. 

Akhtaruzzaman FCMA, Chairman of Dhaka Branch Council 

presided over the program. Mr. Md. Akhtaruzzaman FCMA, 

Chairman of DBC offered welcome address. Mr. Chairman in 

his speech emphasized the role of CMA in the context of 

present global economy and competitive business 

environment.The Guest of Honor Mr. A.K.M. Delwer 

Hussain, FCMA in his speech appreciated the focused role of 

Cost and Management Accountants for the economic 

development of the country. He advised the students to peruse 

the CMA education with dedication and sincerity. Among 

others Institute's Past President and member of the education 

committee of ICMAB Mr. Muzaffar Ahmed, FCMA, Vice 

President and Chairman examination committee Mr. Md. 

Jasim Uddin Akond FCMA, Secretary of the Institute Mr. Arif 

Khan, FCMA, Executive Director Mr. A.K.M. Nazrul Islam, 

FCMA, spoke in the program. Syed Mehedi Hasan, ACMA 

nicely conduct the program & DBC Vice Chairman Mr. S.M. 

Zahir Uddin Haider, FCMA gave the vote of thanks. A large 

number of newly admitted students and members of the 

Institute were present in the program.

Reception to the Newly Qualified CMAs

The Dhaka Branch Council (DBC) of the Institute organized 

a reception to the newly qualified Cost and Management 

Accountants qualified in (April, 2013 Exam) on September 

05, 2013 at ICMAB Seminar Room. Mr. Md. 

Akhtaruzzaman FCMA, Chairman of DBC presided over the 

program. In the CMA April 2013 Exam 09 CMAs where 

qualified and attended the program along with their family 

members. They also spoke of the hindrances in achieving the 

final success. They were awarded a memento and a small 

DBC souvenir as a token of recognition on behalf of DBC. 

DBC Vice-Chairman Mr. S.M. Zahir Uddin Haider, FCMA 

gave the welcome address & nicely conducted the program. 

DBC Treasurer Mr. Md. Mushfiqur Rahman FCMA, Council 

Members Mr. Abdur Rahman Khan FCMA and Mr. Md. Ali 

Haider Chowdhury FCMA also spoke on the occasion. 

DBC's Workshop on "Leadership Excellence" 

Two-day's workshop on "Leadership Excellence" was 

organized by the DBC at BARD, Comilla. The programs 

was held on September 12 & 13, 2013. The program was 

presided over by DBC Chairman Mr. Md. Akhtaruzzaman 

FCMA. Resource persons of the programs was Mr. 

Moinuddin Chowdhury Lead Visionary & CEO, 

Motivational Speaker, Author, Leadership & Management 

Consultant, Society for Leadership Skills Development 

(SLSD)  and Large number ICMAB members attended the 

training programs.

Discussion Session on "Foreign Currency Remittance - Inward 
and Outward"

The Dhaka Branch Council (DBC) of ICMAB organized a 

Discussion Session on "Foreign Currency Remittance - 

Inward and Outward" for CMAs on September 21, 2013 at 

ICMA Bhaban, Nilkhet, Dhaka. Mr. Md. Akhtaruzzaman 

FCMA, Chairman of DBC presided over the session. Mr. 

Muzaffar Ahmed FCMA, past President of the Institute was 

present as the Session Chairman. Mr. Md. Nadeem, Senior 

Manager, Inward Remittance, Standard Chartered Bank
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Bangladesh, Mr. Md. Towhid Hossain, Assistant Manager, 

Inward Remittance, Standard Chartered Bank Bangladesh, 

Margaret Mary D' Costa, Unit Manager, Outward 

Remittance, Standard Chartered Bank Bangladesh and  Mr. 

Md. Shariful Islam, Consultant, Outward Remittance, 

Standard Chartered Bank Bangladesh spoke on the session 

as the Resource Persons. DBC Secretary Mr. Mohammad 

Nizam Uddin FCMA gave the welcome address. Among  

others Institute's President Mr. A.K.M. Delwer Hussain 

FCMA spoke in the program and introduced the session 

Chairman Mr. Muzaffar Ahmed, FCMA. Syed Mehedi 

Hasan, ACMA nicely conduct the program & DBC Vice 

Chairman Mr. S.M. Zahir Uddin Haider, FCMA gave the 

vote of thanks. A good number of members were present and 

actively participated in the session. 

CMA Study Plan Strategy: A Robust Journey for Global 
Recognition (Session: July-December, 2013)

The Dhaka Branch Council (DBC) of ICMAB organized a 

CMA Study Plan Strategy: A Robust Journey for Global 

Recognition (Session: July-December, 2013) for ICMAB 

students on September 22, 2013 at ICMA Bhaban, Nilkhet, 

Dhaka. Mr. Md. Akhtaruzzaman FCMA, Chairman of DBC 

was present as the Guest of honor. Mr. Zillur Rahman 

ACMA, Chairman of Dhaka Branch Knowledge Sharing & 

Study Circle Committee spoke on the session as the 

Resource Person and nicely conducted the program. A good 

number of students of the Institute were present and actively 

participated in the program. 

DBC's Training Program on "Communicative English Course 
with Business Communication Guide" 

Twelve-days training programs on "Communicative English 

Course with Business Communication Guide" was organized 

by the DBC at ICMA Bhaban. The program was held on 

September 24, 2013. Mr. Md. Akhtaruzzaman FCMA, 

Chairman of DBC presided over the program. Resource 

person of the program was Mr. Moinuddin Chowdhury, a 

language trainer of US-AID, KDS Group and The City Bank 

Limited. He is also a CTESL (Teaching English as a Second 

Language). He is an MA (English) & MIT (London), and he 

obtained his PGDHRD from Coventry University at UK. A 

large number corporate executives including ICMAB 

members attended the training programs.

Observance of the Eleventh Death Anniversary of the 
Institute's Founder President 

The DBC of the Institute organized a program to observe of 

the Eleventh Death Anniversary of the Institute's Founder 

President Pioneer of CMA profession Late Ruhul Quddus, 

FCMA on September 28, 2013. DBC Chairman Mr. Md. 

FCMA presided over the program and gave a brief overview 

of the checkered life-sketch of the founder President and 

pioneer of CMA profession Mr. Ruhul Quddus. Institute's 

President Mr. A.K.M. Delwer Hussain, FCMA was present 

in the program as the principal speaker. Among others, Vice 

Presidents of the Institute Mr. Mohammad Salim FCMA, & 

Mr. Md. Jasim Uddin Akond, FCMA spoke on the different 

aspects of dedication of Mr. Ruhul Quddus FCMA.  It may 

be mentioned that Mr. Ruhul Quddus left on 28th 

September, 2002. Council Members and Past Presidents of 

ICMAB, current office bearers and other council members 

of DBC and a large member of fellow and associate 

members and students of ICMAB, officials of the Institute 

attended and prayed for the salvation of the departed soul.

Discussion Program on Professional Resume Writing

DBC organized Discussion Program on "Professional 

Resume Writing" for ICMAB members & students on 

September 28, 2013 at ICMB Ruhul Quddus Auditorium, 

Nilkhet, Dhaka. The program was presided over by DBC 

Chairman Mr. Md. Akhtaruzzaman FCMA. Mr. Mohammad 

Nizam Uddin FCMA, Secretary of the Dhaka Branch 

Council offered welcome address. Mr. Rupak Nasrullah 

Zaidi, Assistant Vice President & Head of HR, Prime 

Finance & Investment Ltd. spoke on the program as the 

Resource Person. A good number of students along with 

members of the Institute were present and actively 

participated in the program. Mr. Zillur Rahman ACMA, 

Chairman of Dhaka Branch Knowledge Sharing & Study 

Circle Committee nicely conducted the program. DBC Vice 

Chairman Mr. S.M. Zahir Uddin Haider, FCMA gave the 

vote of thanks. 

Seminar on "Green Banking"

The Dhaka Branch Council (DBC) of ICMAB organized a 

Seminar on "Green Banking" for CMAs on October 23, 

2013 at ICMAB Ruhul Quddus Audtitorium, Nilkhet, 

Dhaka. Mr. Md. Akhtaruzzaman FCMA, Chairman of DBC 

presided over the session and introduced the session 

Chairman Mr. Arif Khan, FCMA. Mr. Shitangshu Kumar 

Sur Chowdhury, Deputy Governor, Bangladesh Bank and 

Mr. Arif Khan FCMA, Secretary of the Institute & 

Commissioner, Bangladesh Securities & Exchange 

Commission were present as the Chief Guest & Session 

Chairman respectively. Mr. Md. Touhidul Alam Khan 

ACMA, CSRS, Senior Executive Vice President and Head of 

Corporate Assets & Client Origination (HOCACO) Team 

Leader, Green Banking Unit, Bank Asia Limited spoke on



The Cost and Management, September-October, 2013 63

ICMAB News

the session as the Resource Persons. DBC Seminar & 

Conference Committee Chairman Mr. Hasnain Thoufiq 

Ahmed FCMA gave the welcome address. Among others 

Institute's President Mr. A.K.M. Delwer Hussain FCMA 

spoke in the program. Mr. Md. Saifur Rahman, ACMA 

nicely conduct the program & DBC Vice Chairman Mr. S.M. 

Zahir Uddin Haider, FCMA gave the vote of thanks. A good 

number of members and students were present and actively 

participated in the session.

CBC News

Workshop on "Cost Audit"

Chittagong Branch Council of the Institute of Cost and 

Management Accountants of Bangladesh organized a 

Workshop on "Cost Audit" at CSE Conference Hall, 

Chittagong Stock Exchange Building, Agrabad, Chittagong 

on October 12, 2013.

Mr. Ahmad Dawood, FCA, FCMA, Chairman, Chittagong 

Branch Council chaired the inaugural session and delivered 

address of welcome. Divided into two technical sessions, the 

day-long workshop was inaugurated by Chief Guest Mr. 

A.K.M. Delwer Hossain, FCMA, President, ICMAB. Mr. 

Mohammed Salim, FCMA, Vice President, ICMAB attended 

the program as Special Guest.

CMA Rakesh Sing, Immediate Past President, Institute of 

Cost Accountants of India, and CMA Sanjay Gupta, 

Chairman, International Affairs Committee, Institute of Cost 

Accountants of India jointly presented the technical papers. 

The topic of the first technical session was "Introduction & 

Practical Approach to Cost Audit". Mr. Zahir Uddin Ahmed, 

FCA, FCMA, Past president, ICMAB chaired the first 

technical session. The second technical session was on "Cost 

Accounting Standards, Indian Perspective". Mr. Mohammed 

Mohiuddin, FCMA, Past President ICMAB chaired the 

second technical session. A good number of Fellow & 

Associate Members and corporate executives participated in 

the workshop. In the concluding session, CBC Chairman 

presented crests to the Chief Guest and Special Guest. The 

Chief Guest presented crests to the two session chairman 

while the two session chairman presented crests to the 

resource persons. The program was conducted jointly by Mr. 

Shaifur Raman Mazumder, FCA, FCMA and Mr. Imtiaz 

Alam, ACA, FCMA. Quazi Abul Kashem, FCMA, Chairman 

CPD & Workshop Committee of CBC offered vote of thanks. 

ICMAB UK Chapter

Eid Celebration

ICMAB UK Chapter Council has arranged Eid Celebration, 

summer holiday & family outing for the members of Chapter 

Council on August 11, 2013. It has arranged a day tour for 

the family members of the Chapter Council from London to 

Bournemouth and enjoyed the sightseeing of the coastal city, 

sea side as well as food in a luxury Indian restaurant.

KBC News

"Students Gala-Night" of Khulna branch
A get together occasion bearing name of "Students Gala-

Night" was held on October 16, 2013 organized by the 

students of Khulna branch followed by dinner and cultural 

program. All the members, students, staffs along with their 

family participated in the occasion. Views of the program 

were to congratulate the successful students who have 

passed in the last examination and to promote all students to 

appear at the onward examinations and future prospects of 

CMAs. It will also gear up communication in between 

students & members of CMAs.
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ICMAB's Students attended Students International 
Conference at Kolkata, India.

The Institute of Chartered Accountants of India (ICAI) organized the 

Students International Conference for CA students on September 14-15, 

2013 at Science City Auditorium, Kolkata (India). ICAI had invited the

students from other professional accounting bodies including students 

of ICMAB under the SAFA student Exchange Program. Mr. Md. Jasim 

Uddin Akond, FCMA, Vice president of ICMAB took initiative to 

encourage ICMAB senior level students in connection with 

participation in said conference and accordingly following 5 (Five) 

students of ICMAB unlimited participated could enrich the knowledge.

CMA August-2013 Examination Results
The Institute of Cost and Management Accountants of Bangladesh has 

published the results of the CMA August-2013 Examination held at 

Dhaka, Chittagong, Khulna, Rajshahi, Comilla & Doha(Qatar) centers. 

The Names & Roll numbers of the students who have passed CMA 

Final Examination and the roll numbers of the students who have 

passed different Levels are given below:

Passed CMA Final Examination:  

Passed Professional Level-IV: 1356, 1365, 1761, 6007, 6013, 

7008= 06.

Passed Professional Level-III: 1170, 1205, 1558, 1571, 1727, 

3193, 4021, 5033, 6007, 6013  = 10.

Passed Professional Level-II: 1163, 1194, 1304, 1344, 1472, 

1600, 1618, 1821, 1844, 1878, 2189, 2333, 2377, 2612, 2716, 

2742, 3309, 4110, 4241, 4243, 4327, 5072 = 22.

Passed Professional Level-I: 1238, 1625, 1796, 1962, 2071, 

2106, 2107, 2141, 2175, 2232, 2313, 2316, 2606, 4039, 4172, 

6019, 6020, 6023, 7011, 7012 = 20.

Passed Foundation Level: 1471, 1604, 1765, 1859, 2203, 2288, 

2308, 2385, 2412, 2473, 2510, 2511, 2525, 2533, 2536, 2572, 

2586, 2633, 2640, 2645, 2647, 2650, 2660, 2665, 2682, 2685, 

2715, 2732, 2767, 2776, 2814, 2816, 2838, 2849, 2852, 2855, 

2859, 2871, 2878, 2940, 2945, 2948, 2953, 2959, 2961, 2986, 

3026, 3087, 3088, 3123, 3145, 3146, 3147, 3149, 3170, 3180, 

3188, 3233, 3239, 3246, 3256, 3318, 3319, 4130, 4141, 4248, 

4279, 4287, 4299, 4347, 5026, 5048, 5051, 5063, 7025 = 75.

Sl. 

No. 

Name of Participant Registration 

1. Mr. Rajon Chandra Saha 20111066 

2. Mr. Md. Shohag Al Mamun 20082960 

3. Mr. Mohammad Rabiul Hasan 20114087 

4. Mr. Md. Sariful lslam 20042118 

5. Mr. Mohammad Zubair Uddin 
Bhuiyan 

20114089 

Students' SectionStudents' Section

Mr. Md. Maha Alam

(7008)

Kazi Nayeem Uddin

(1205)

Ms. Shahana Parvin

(1558)

Mr. Muhammad Majibullah

(1356)

Mr. Md. Sumon Alam

(1365)

Mr. Mohammad Imam Hossain

(1571)

Mr. Md. Imran Uddin

(1761)

Mr. Abu Sayeed Nooruddin Ahmed

(3193)

Mr. Shahidul Hoque

(4021)

Mr. K. M. Neamul Hoque

(5033) 

Mr. Md. Aktaruzzaman

(6007)

Mr. Md. Feroz Hossain

(6013)
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