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EDITORIAL

Bank and financial institutions are the 
life line of any economy. Bank business 
started in 2000 BC by merchants giving 
grain loan to farmers and traders. It 
flourished in ancient Greece during 
Roman Empire when temple started 
taking deposit, lending money and 
performing exchange activities. As 
natural consequences of economic 
activity, some people generate wealth 
more than their requirement. So 
they accumulate wealth in their 
hands in different form, such as land, 
ornaments, animal and, inventories 
of business etc. On the other side- 
some people need money more than 
they generate. Or they can generate 
additional wealth if they can invest a 
certain amount of wealth now.   In 
barter system- people accumulated 
wealth in coconut, seed etc.  Whereas 
the person in need of wealth- may 
require a shovel to plough his/her land 
or grass to build his cottage. Exchange 
system made it easier to accumulate 
wealth in homogeneous currency. 
So there came in intermediary who 
accepts wealth from the person who 
has surplus and lend the person who 
has deficit. This is the basic function of 

a bank which is continuing for centuries and will continue 
for many more centuries or till we keep the planet alive. 

Bank also multiples the money. If a person or organization 
deposits Tk 100 in any bank, that bank may lend Tk 80 of 
that money to another person or organization. Lender 
uses a part of that money and may deposit the rest Tk 
60 in any bank. It may be same bank or any other bank or 
NBFI who will lend a part of that deposited amount say Tk 
50. This will go on.

Bank became vital in the trade beyond border. In fact, 
foreign trade would not be possible, without bank standing  
in the middle of importer and exporter. Foreign exchange 
trade is also a domain of bank. People wouldn’t be able 
to send remittance without bank’s intervention. At present 
bank and financial institution became part and parcel of 
our daily life. 

However the 4th industrial revolution brought a new 
dimension in the arena of banking system. Financial 
transaction and behavior are changing. Fintech is changing 
the landscape of banking and financial industry. Mobile 
money is taking the place of bank for remitting money from 
one place to another. Crypto currencies are in drawing 
board – which may disrupt whole banking arena. 

Being an accountant, we, professionally as well as personally, 
are very much   related to the banking and financial 
industry. We have to be agile to keep us relevant to the 
future financial industry.    

Shawkat Hossain FCMA
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Respected Member of CMA Profession,

Assalamualikum,

Hope you are doing great in your respective 
professional areas. I am very much delighted to 
share you that I have assumed President’s Office for 
the year 2018 which is in my case the second time. 
I want to express my sincere gratitude to you all 
for giving me the rare opportunity to serve such a 
prestigious profession for another year from being 
at the front.

I remember those tough days when I have led the 
institute during 2014 being the president. We were 
struggling to uphold our days ahead professional 
representation in Financial Reporting Act (FRA) and 
finally we achieved our goal due to your support and 
cooperation.  We made a successful attempt to bring 
the statutory right of transfer pricing certification. 
We have signed memorandum of understandings 
with world premier institutes like Chartered Institute 
of Management Accountants (CIMA) and Chartered 
Institute of Public Finance and Accountancy (CIPFA). 
These memorandums increased the acceptance of 
our curriculum globally and opened the door of 
ample opportunities for our members and students 
as well. I could have done these successfully due to 
your whole hearted support, guidance and good 
wishes.

As we know global economy is changing faster. It is a 
world in which the accountancy profession needs to 
ensure that its members have the knowledge, skills 
and abilities to help organizations sustain economic 
growth and compete nationally and internationally. 
In addition the centuries old accounting profession 

has come a long way from manual bookkeeping to 
present day artificial intelligence (AI) that is changing 
the day-to-the day life of how we work, both as 
accountants and across other professional services 
that we provide. Thus, accounting profession will 
face significant changes in the, and professional 
organizations, their members, and educational 
institutions should respond accordingly. The three 
evolving changes, namely, smart and digital technology, 
continued globalization of reporting/disclosure 
standards, and new forms of regulation are also 
major challenges for the profession.

Over the years, ICMAB has earned name and fame 
locally and globally due to the able leaderships of our 
predecessors. The professional life becomes more 
challenging where we need to foresee upcoming 
issues well ahead and ensure our preparedness for 
the same; otherwise, we will lag behind and will 
lose all opportunities. I have full commitment and 
dedication to the duty and responsibility with which 
you have bestowed upon me. I need your guidance, 
support and well wishes like before.

I strongly believe that you will extend your whole 
hearted support for the development of this 
profession further. There is no end to development. 
I know that with your support, we can uplift the 
profession to a new height.

Kindly support me and keep me in your prayer. You 
will surely witness a different ICMAB by the end of 
the year.

With best regards,

Mohammed Salim FCMA

President, ICMAB

PRESIDENT’S
MESSAGE
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A Trend Analysis of
Green Banking Practices in

BANGLADESH

Abstract:
This paper examines the extent of compliance by the listed banks with the green banking guideline of Bangladesh 
Bank, the supreme regulator of banking companies in Bangladesh. We have analyzed the contents of published 
annual reports of thirty listed banks for the period 2011-2015 with respect to twenty-one criteria mentioned 
in the green banking guideline. The guideline is expected to be implemented in three phases effective from 
2011, 2012 and 2013 respectively. We have found that the compliance rate of the policy guideline is increasing 
over the years. Among three phases, the level of compliance by the banks is highest in phase I, followed by 
phase II and phase III. This is expected because banks have initiated the process of implementing phase I 
requirements earlier compared to other two phases. Regarding compliance with the individual element of the 
twenty-one factors, most of the banks are found to comply with areas such as green banking policy and online 
banking. The lowest compliance areas are green annual report & verification, green quarterly report, website 
disclosure, climate change fund, rigorous education and training to customers & employees and rigorous in-
house environment management. We recommend that banks should accelerate the speed of compliance with 
the requirements of the guideline to legitimize their existence and Bangladesh Bank should take necessary 
persuasive measures to ensure maximum level of compliance with the guideline. It is expected that green 
banking mechanism, when fully implemented by all the banks in Bangladesh, will contribute towards attaining 
an eco-friendly and sustainable business environment in Bangladesh.

Keywords: Green Banking, Bangladesh Bank, Green Banking Guideline, Trends.

Md. Rezaul Karim
Lecturer
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Introduction
Climate change has become a major concern in the 
discourse of sustainable development which has got 
tremendous attention across the globe in the 21st 
Century. In order to sustain in the world characterized 
by increasing global warming, environmental concern 
must be given utmost priority. Every community is 
trying to mitigate the detrimental impact of climate 
changed caused by human activity through different 
initiatives. This environmental concern is often 
represented by the color of green as evidenced by the 
“going green’ strategies adopted by different sectors 
of the economy. Green business, green product, 
green marketing, green financing, green operation 
etc. are the examples of commitments to save the 
environment from harmful economic activities. 
Banking sector of Bangladesh is also endeavoring 
to go green through the initiative named “green 
banking”.  Although the activities of the banks do not 
have direct impact on the environment, the indirect 
impact on the environment through their customers’ 
activities can be significant. Banks are the major 
source of finance for large industrial undertakings 
which are often severely condemned for polluting 
environment. Therefore, banking sector can play a 
pivotal role in the protection of environment and 
conservation of natural resources by promoting 
environment-friendly and socially-responsible 
investment through its customers.

Green banking is simply normal banking operation 
with environmental and social considerations. It is 
also termed as ethical banking. Every bank should be 
ethical in its activities. It should not do anything that 
is harmful for the society as it is utilizing the scarce 
resources from the society. Therefore, banks should 
make optimum use of the scarce resources. Online 
banking will reduce the usage of paper; financing 
in eco-friendly project will reduce the emission of 
carbon to the environment, in-house management 
can reduce the usage of electricity, gas and other 
natural resources etc. are example of ethical banking. 
Although banks are not directly responsible for 
polluting the environment like other sectors i.e. 
tannery, textile, pharmaceuticals, chemicals etc.; they 
can contribute to the environment to some extent as 
a responsible community of the society.  As a result 
the concept of green banking has emerged.  

Due to swift industrialization, the whole world is 
experiencing the adverse repercussion of gradually 

intensifying global warming, ecological degradation 
and diminution of scarce resources. Therefore, 
proactive and timely actions should be taken 
by different stakeholders including government, 
regulators, business organizations, non-government 
organizations and individuals to combat global 
warming and ecological degradation. Banking sector 
is the lifeblood of any economy. It is the main source 
of financing for private sector business enterprises 
which are often accused of contributing to global 
warming and environmental degradation. 

Financial institutions have reciprocal relationship with 
Finance, Environment, Social and Governance (FESG). 
Banking sector as a form of financial institution, can 
contribute largely to sustainable development by 
ensuring governance in its activities. Environment 
is the part and parcel of business activity. Polluting 
environment means polluting the future of the 
business. It can affect the asset’s quality and the 
rate of return of the banks. So, banks should be 
more concerned about the ecological degradation. 
Countries around the world are taking necessary 
steps to combat these challenges. 

In this context, ‘Green Banking’ has emerged as a vital 
strategy to address the challenge. The green efforts 
will ensure good governance to the activities of the 
banks and will contribute to green environment. 
Green banking will ensure it through two forms: 
one is changing the way of banking business i.e. 
paper based banking to online banking and the other 
is investing in green projects. Bangladesh bank is 
highly interested in green banking strategy and it is 
taking steps to implement the strategy. In line with 
that Bangladesh bank has designed a green banking 
guideline that should be complied with by all the 
commercial banks of Bangladesh.

Objectives of the Study
The primary objective of this study is to analyze 
the trends of green banking practices embraced 
and implemented by the listed commercial banks 
of Bangladesh over a five-year period. The primary 
objective is further subdivided into following areas:

a) To examine the different phases of green banking 
guideline set by Bangladesh Bank.

b)  To assess the level of compliance of green 
banking guideline of Bangladesh Bank by the listed 
commercial banks for the period 2011-2015.
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c) To help in policy formulation and enforcement 
through informing the current status of compliance 
and recommending future courses of action.

Literature Review and Research Gap
A large body of studies has been conducted on 
green banking as it has got popularity and the 
center of attention is in the policy discussion of 
environmentalists, regulators, governmental agencies, 
business organizations and academicians. As a highly 
discussed topic of present days, various conferences, 
seminars, symposiums etc. are being arranged on this 
issue to raise awareness and to glean diverse range 
of ideas from different experts and researchers.

Bangladesh bank is trying to integrate sustainability 
into banking activities and thus guiding the banks to 
comply with the policy guideline from 2011. It has 
set minimum target of 5% of total loan disbursement 
or investment for green financing and also instructed 
the banks to form climate risk fund.  About Tk. 503.2 
billion has been disbursed by 46 banks for green 
financing and Tk. 455.7 million was utilized from 
climate risk fund in 2016. Bangladesh bank is also 
focusing on green marketing, environmental risk 
management, and online branches. It has initiated 
in-house environmental management and refinance 
scheme for green products/services for itself 
(Bangladesh bank, 2016). 

In order to implement the green banking strategies, 
commercial banks need to finance from different 
sources. Ullah (2013) has found that the fund financed 
by the commercial banks for green activities is highly 
insufficient. Bangladesh bank has the budgeted 
amount for the green banking activities. But the 
commercial banks are not utilizing the fund properly 
or the utilization rate of the fund is increasing at a 
slow rate (Chowdhury and Dey, 2016). 

Green banking has relationship with firm performance. 
Hossain and Kalliance (2014) has conducted a 
study on the relationship of green banking and firm 
performance based on cross sectional data and 
have found significant positive relationship between 
green banking and firm performance. They urge for 
green initiatives to ensure economy as well as higher 
profitability. 

Singh (2015) added that banking activities have 
external or indirect effect rather than the direct 
effect on the environment; thus requires the banks to 

initiate green initiatives. However, it is challenging to 
implement the green banking policies and strategies 
(Lindenberg and Volz, 2016). They also recommended 
some actions to combat the challenges. Pal and Russel 
(2015) also addressed the easy way of implementing 
the green banking guideline of Bangladesh. Jha and 
Bhome (2013) conducted an empirical study on the 
steps that can be taken to go green in the banking 
sector and to check the awareness among bank 
employees, associates and the general public about 
green banking concept.

Millet (2012) has found that commercial banks in 
Bangladesh are complying with Bangladesh Bank 
guideline on green banking through environment 
friendly financing. Yadave and Pathak (2013) stated 
that Indian Banking sector have understood the 
importance of environmental protection and started 
taking various initiatives under its green banking 
approach. Rahman, Ahsan, Hossain, and Hoq (2013) 
focused on six main spheres through which banks 
can go green. These are change in investment 
management, change in deposit management, 
change house-keeping,change in recruitment 
process, corporate social responsibility and making 
consciousness among clients. Malu,  Agrawal and Jajoo 
(2014) have shown the way of ensuring sustainability 
in the banking sector through green banking.

Green banking is considered as the part of corporate 
social responsibility. So, banks should comply with 
the guideline as it is a part of their CSR (Bihari, 2011). 
Alice Mani (2011) stated that as a Socially Responsible 
Corporate Citizen (SRCC), banks should play vital 
roletoward building a green economy. 

The above-mentioned studies highlight the importance 
of going green. First of all, green banking is required to 
have a sound ecological system. Then, green banking is 
a part of social responsibility of the banks, and finally, 
green banking can ensure higher profitability of the 
banks. Considering the importance of hygienic natural 
environment and substantial contributions that bank 
scan make to the efforts of maintaining and restoring 
a better living place for future generations by going 
green, the question remains as to what extent the 
commercial banks in Bangladesh are following the 
policy guidelines of Bangladesh Bank. To the best of 
our knowledge, no study has been conducted so far 
on the level of compliance for each of the component 
from three phases of the green banking policy 
guideline in the context of Bangladesh. To fill this 
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gap in the literature, this paper attempts to assess 
the level of compliance of green banking guideline 
of Bangladesh bank through phase by phase analysis 
over the years 2011-2015.

Methodology
For the purpose of this study, we have collected 
published annual reports of thirty listed banks for the 
period 2011-2015 from Dhaka Stock Exchange (DSE) 
library. DSE stores soft copy of annual reports of all 
listed companies including banking sector companies 
in digital format. We have begun our sample period 
from 2011 since green banking guideline is issued for 
the first time by Bangladesh Bank in that year, and 
the banks were instructed to follow and implement 
the requirements of phase I by the end of that year. 
We have ended our sample period in 2015 because 
it is the latest year for which annual reports were 
available either in DSE library or on respective 
company’s websites. As a result, this study has used 
secondary data that are collected through analyzing 
the contents of annual reports presenting information 
about the green banking practices adopted by the 
banks. We have identified twenty-one (21) elements 
from the policy guidelines that are required to be 
followed by the banks in three phases over time. We 
have collected data from the green banking disclosure 
part of the annual report of the banks for each of the 
contents. For data analysis, we have relied heavily on 
the descriptive statistics such as mean percentage of 
banks complied with the requirements identified in 
each phase. The result of our analysis is presented 
through charts, graphs and tables.

Green Banking Guidelines of 
Bangladesh Bank 
Recognizing the economic, social and environmental 
impact of climate changes,  governments and 
regulators of the developing countries are setting 
strategies to develop green industries, create 
green jobs, adopt green technologies, and enacting 
legislations to regulate and monitor the activities 
of the businesses suspected for contributing to 
climate change. Acknowledging the detrimental 
effect of business operations on the environmental 
vulnerability, and vowing to address and minimize the 
associated negative externalities, Bangladesh Bank 
has issued the policy guidelines for green banking on 

February 27, 2011 (BRPD Circular No.02) through 
Banking Regulations & Policy Department. The 
guideline is designed to be adopted and implemented 
by all the banks in Bangladesh in three phases. Banks 
are required to implement Phase I within December 
31, 2011. The guideline specifies ten(10) criteria in 
phase Ithat includes Green Banking Policy, Green 
Banking Cell/Unit, Environmental Risk Management, 
In-house Environment Management, Green Financing, 
Climate Risk Fund, Green Marketing, Online Banking, 
Employ Training & Other Event and Websites 
Disclosure. The time frame set for implementation 
of phase II is December 31, 2012. In phase II, we have 
identified seven (7) issues including Sector Specific 
Environmental Policies, Green Strategic Planning, 
Setting-up Green Branches, Improved In-house 
Environment Management, Specific Environmental 
Risk Management Plan and Rigorous Programs to 
Educate Clients. Finally, Phase III is expected to be 
implemented by the end of 2013. Under phase III, the 
four (4) elements that are required to establish within 
given time period are Environmental Management 
System, Innovative Products, Green Annual Report & 
Verification and Green Quarterly Reporting.

Findings of the Study
Content analysis has been used as a tool to collect 
and analyze the data. Data analysis is done for each of 
the 21 contents under the three phases. The detailed 
phase by phase analysis is discussed below: 

Phase I 
The table below shows the percentage of banks that 
comply with the ten contents under phase I of green 
banking guideline from 2011 to 2015. Here, we can 
find that the compliance rate is increasing over the 
years. Almost all the banks have green banking policy, 
green financing and online banking (97%). Banks are 
also putting more emphasis on green banking cell 
or unit, environmental risk management, in-house 
environment management, employee training and 
other event (more than 80%). The banks should give 
more emphasis on climate risk fund, green marketing 
and website disclosure. The least compliance area 
is the disclosure of information in the company 
website. So, it is recommended that banks should 
disclose all the information related to green banking 
in their respective websites.

6 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-46, NUMBER-01, JANUARY-FEBRUARY 2018



Figure 1: Percentage of banks complying with the contents in Phase I

Phase I

Contents 2011 2012 2013 2014 2015

Green Banking Policy 87% 93% 93% 97% 97%

Green Banking Cell/Unit 77% 80% 83% 83% 87%

Environmental  Risk 
management

70% 83% 83% 83% 87%

In-house Environment 
Management

57% 87% 90% 93% 93%

Green Finance 70% 87% 93% 93% 97%

Climate Risk Fund 30% 50% 53% 53% 50%

Green Marketing 20% 37% 50% 57% 63%

Online Banking 77% 93% 97% 97% 97%

Employ Training & Other 
Event

57% 67% 73% 87% 87%

Websites Disclosure 10% 33% 40% 47% 50%

Table 1: Percentage of banks complying with the contents of phase I

The graph below shows the trends of compliance 
of green banking guideline for each of the content 
under phase I from 2011 to 2015. Here, we find 
that the percentage of banks complying with each 
of the contents of phase I is increasing but at a slow 
rate. Highest compliance is found in green banking 
policy, green financing and online banking. Lowest 
compliance is found in website disclosure and climate 
risk fund (only 50% bank comply with this).

The graph below shows the percentage increase in 
number of banks complying in each of the factor 
under phase I over the years. Among the years, 
highest increase is found in the year 2012 for all 
the ten factors.  Although the policy guideline is 
applicable from 2011, majority of the banks started 
complying fully from 2012. That’s why the percentage 

is higher.  We can find 230% increase in website 
disclosure, 85% increase in green marketing, 67% 
increase in climate risk fund, 53% increase in in-
house environmental management and others areas 
with a considerable increase in percentage. In 2013, 
a meaningful increase has happened in green banking 
cell, green finance, green marketing and employee 
training. 2014 can be marked with the improvement 
in green banking policy and employee training and 
2015 can be marked with improvement in green 
banking unit & environmental risk management and 
demotion in terms of climate risk fund. 

Phase II 
In the second phase, the percentage of bank 
complying with the contents is increasing over the 
years.  Although this phase is applicable from 2012, the 
compliance is not as high as phase I. Here, maximum 
compliance is found in setting green branches and past, 
present and future initiatives (more than 60%). Banks 
should focus more on sector specific environmental 
policy, green strategic planning, and environmental 
risk management plan. The least compliance is found 
in in-house environmental management and rigorous 
program to educate the client.

Phase II

Contents 2012 2013 2014 2015

Sector specific environmental 
policies

30% 37% 43% 53%

Green strategic planning 47% 53% 53% 53%

Setting up green branches 43% 53% 60% 63%

Improved in-house environment 
management

37% 40% 43% 43%

Specific environmental risk 
management plan 

30% 37% 43% 57%

Rigorous programs to educate 
clients

20% 30% 37% 50%

Past performances, current 
activities, and future initiatives

37% 43% 63% 67%

Table 2: Percentage of banks complying with the contents in Phase II

Figure 2: Percentage increase in compliance over the years
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‘‘ The government and Bangladesh Bank should monitor the issue earnestly, and provide 
necessary assistance. Last but not the least; an all-out effort should come from all the stakeholders 
to help the banks implement the green banking guideline.  

’’

The graph below shows the percentage of banks 
complying with the contents of phase II over the 
years. We find that the compliance rate is increasing 
at a slow rate. The maximum compliance is found in 
past, present and future initiatives where 67% banks 
are complying with it. The least compliance is found 
in improved in-house environmental management 
where only 43% banks are ensuring improvement 
in internal environmental management. The overall 
compliance in phase II is much lower than phase I 
although all banks are supposed to comply with the 
requirements within one year.

The graph below shows the percentage increase 
in number of banks complying with the green  
banking guideline under phase II. Here, much more 
improvement has happened in the year 2013. Most 
of the banks have started following green banking 
strategy in this year. Improvement is also found in 
terms of sector specific policy, setting green branches, 
improved in house management and rigorous 
program to educate clients. In 2014, improvement 
happened in terms of past-present-future initiatives 
and improved in house environmental management. 
In 2015, the major areas where the improvement 
has been done are specific environmental risk 
management, sector specific policies and rigorous 
program to educate clients.

The graph below shows the trends of percentage 
of banks complying with the contents in phase III. 
From the trend, we can find that over the years the 
percentage of banks complying with the four contents 
is increasing. In 2015, maximum compliance is found 
in environmental management system where 70% 
banks have the system to manage the environment. 
Only 30% banks issues green annual report and 47% 
banks issue green quarterly report. Here, the overall 
compliance is also lower in comparison to other two 
phases.

Figure 3: Percentage of banks complying with the contents in Phase II

Phase III 
In the following table, we have reported our findings 
with respect to proportion of banks complying with 
the four contents of green banking guideline under 
phase III from 2013 to 2015. In 2015, 70% banks have 
environment management system and 67% banks 
have innovative products but only 30% banks have 
published green annual report and 23% issued green 
quarterly report. So, it is recommended that banks 
should take steps to increase the compliance rate 
under phase III especially in the area of the green 
annual report and green quarterly reporting.

Phase III

Contents 2013 2014 2015

Environmental Management System 37% 70% 70%

Innovative Products 53% 53% 67%

Green Annual Report & verification 20% 20% 30%

 Green quarterly reporting 37% 37% 47%

Table 3: Percentage of banks complying with the contents in Phase III

Figure 4: percentage increase in compliance over the years
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In the table below, we can percentage increase in 
compliance by the number of banks for the contents 
under phase III of green banking guideline. From 2013 
to 2014, improvement is found only in environmental 
management system by 89%. In 2015, improvement is 
found in innovative products, green annual report & 
verification and green quarterly report.

We can analyze from the perspective of 21 factors 
in the year 2015. First of all, in phase I, we can find 
that all the ten factors are complied with by the 
banks at different level. More than 80% of the banks 
are complying with the guideline regarding green 
banking policy, green banking cell, environmental risk 
management, in-house environmental management, 
green financing, online banking and employee training. 
Only 50% banks are complying with the policy 
guideline regarding climate risk fund management 
and website disclosure regarding green activities. 
Only 63% banks are complying with green marketing 
issues. So, non-complying banks should give special 
emphasis on managing the climate risk fund, website 
disclosure and green marketing initiatives.

Overall Compliance
Considering three phases altogether, we present the 
percentage of banks complying with the guideline 
over the years. The graph below shows the overall 
compliance of the guideline from the year 2011 to 
2015.

Here, we can find that the percentage of banks 
complying with the guideline exhibits a declining 

Figure 6: percentage increase in compliance over the years

Figure 7: Overall compliance over the years

Figure 8: Overall compliance in 2015

tendency in the year 2012 and 2013 and then shows 
an increasing mode. The reason behind this pattern 
is that in 2011, only phase I was made compulsory 
to comply and in 2012, phase II was added with the 
phase I and in 2013, phase III was added with phase 
I & II implying that all the three phases become 
applicable from 2013. As a result, up to 2013, the 
level of compliance is decreasing as new phases are 
added here and from then onwards, the extent of 
compliance is increasing. In 2015, only 61% banks are 
complying with the guideline. That means 39% banks 
are still lagging behind in terms of compliance with 
the guideline.

Phase by Phase Compliance in the 
Latest Year 
In the year 2015, we have found that 81%, 55% and 47% 
banks have complied with Phase I, II & III respectively. 
Phase I is being applicable for the last five years but 
full compliance has not been achieved so far. Phase 
II is applicable for the last four years but here only 
55% banks comply.  The lowest compliance is found 
in Phase III which is applicable for the last three years. 
So, Bangladesh Bank should take appropriate actions 
to ensure full compliance of the guideline.

Figure 5: Percentage of banks complying with the contents in Phase III
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Summary of the findings and 
recommendations
In a nutshell, we can summarize the findings of 
the study from above discussion and make some 

Figure 10: Compliance in phase II in 2015

Figure 11: Compliance in phase III in 2015

Figure 9: Compliance in phase I in 2015

In phases II, highest compliance is found in past 
performance, present activities and future initiatives. 
On average, the compliance is about 50% for all 
the factors here. It indicates that most of the banks 
are not complying with the contents under phase 
II. Least compliance is found in improved in-house 
environmental management.  

In Phase III, majority of the banks are complying with 
environmental management system and innovative 
products but they are not complying mostly in terms 
of green annual report and verification and green 
quarterly reporting.

recommendations to expedite the process of 
compliance with the green banking guideline:

1) Over the years, the percentage of banks 
complying with each of the content of the green 
banking guideline is increasing but at a slower 
rate.

2) A few numbers of banks are fully complying with 
the guideline.

3) Highest compliance is found in phase I where 
81% banks comply with the contents of phase I 
in 2015.

4) Under phase II, the average compliance is only 
55% which indicates that 45% banks are not 
complying with the guideline.

5) The least compliance is found in phase III where 
more than 50% banks are not complying with the 
guideline although phase III is applicable for more 
than three years.

6) Most of the banks have green banking policy, green 
banking unit, green financing, online banking. But 
banks are not giving more emphasis on climate 
risk fund, green marketing, improved in-house 
environmental management, rigorous program 
to educate the client, green annual report 
&quarterly reporting and website disclosure.

7) Most of the banks are not complying with the 
guideline as the guideline is “comply” basis not 
“mandatory” basis.  No pecuniary punishment 
is stated in the guideline if non-compliance is 
found. So, it is recommended that Bangladesh 
bank should take necessary actions for the non-
compliance of the guideline.

8) It is recommended that banks should realize 
the importance of green environment and 
accordingly they should comply with the green 
banking guideline.

9) It is also recommended that Government and 
Bangladesh Bank should provide necessary 
assistance and moral support to comply with the 
guideline fully.

10) The depositors, borrowers, employees, 
beneficiaries, general public and all other 
stakeholders of the banks should extend their 
hands to comply with the guideline.

Conclusion
Green banking is a timely response to the growing 
public concern about conserving green environment 
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which is a spirited precondition for attaining sustainable 
development. Every social unit should accept this 
responsibility to save the environment. The banking 
sector as a financial intermediary between savers and 
investors can play a significant role by going green in 
discharging its commitment to protect environment 
through controlling their customers’ activities. The 
Bangladesh Bank as a regulatory authority of the 
money market is pursuing the actors of the banking 
sector to go green and therefore, it has designed a 
green banking guideline that must be complied with 
by the banks. This study finds that most of the banks 
have taken steps to comply with the guideline but 
full compliance has not yet been achieved although 
five years have been passed from the issuance of 
the guideline. The positive aspect is that over the 
years, the percentage of banks complying with the 
guideline is increasing and at least few banks are fully 
complying with the guideline. Most of the banks are 
complying with the contents of Phase I (more than 
80%). The least compliance is found in phase III where 
more than 50% of the banks are not complying with 
the contents of that phase. The overall compliance 
of the three phases is not satisfactory. The least 
compliance areas are green annual report, quarterly 
report and verification, climate risk fund, website 
disclosure, rigorous training, rigorous in-house 
management etc. Banks should give special emphasis 
on the above areas. The fact is that the green 
banking guideline is issued under comply basis not 
mandatory basis.  That’s why the least compliance 
is found. Disciplinary and persuasive actions should 
be taken by the authority for the non-compliance of 
the guideline. The banks should realize the need for 
green environment and should act for green banking 
accordingly. The government and Bangladesh Bank 
should monitor the issue earnestly, and provide 
necessary assistance. Last but not the least; an all-out 
effort should come from all the stakeholders to help 
the banks implement the green banking guideline.  
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Abstract:
Banks play a fundamental role in the economic development. To perform this role an effective banking 
system is needed and without it, it is difficult for the economy to mobilize the real resources necessary 
for economic growth and stability. For economic development two basic issues of financing are important; 
first, how best external funds are provided to the business sectors and second, how efficiently financiers 
are monitoring the behaviour and performance of these corporate borrowers under an effective 
system of corporate governance. These two things are the functions of banks and broadly termed as 
credit management. If credit management is poor then POCL (Percentage of Classified Loan) occurs 
most. Financial performance of the banks is measured by the profitability and productivity of the banks. 
Profitability measurements of the banks may be ROI, ROA, ROE and some other types of ratio analysis. 
This study has been designed to measure the impact of POCL on ROI, ROE and ROA and to test the co-
integration among the variables. In the study, it has been found that there exists co-integration among the 
study variables. In regression analysis, it has also been found that POCL has significant negative impact on 
ROI. The impact of POCL is not significant on ROA and ROE in the short run. But in the long run, there 
is significant impact of POCL on ROA and ROE. 

Keywords: ROI, ROA, ROE, POCL, VECM.
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Introduction
Banks must earn profit and create job opportunities 
by the re-investment of the earned profit. The 
earning of profit depends on credit management of 
banks should be considered as an input of economic 
development. NCBs & PCBs have serious problems 
in productive uses of fund, due to default culture, 
industrial sickness, business failure, lack of good 
entrepreneurs, unfavourable business climate etc. 
Problems of Public Sector Commercial Banks are 
more acute than those of PCBs. Many studies have 
highlighted profitability, productivity & operational 
efficiencies of NCBS & PCBS. Banks have been 
suffering from non performing loan for the decades. 
Public banks are being suffering most. Loans of the 
banks are classified as Doubtful, Sub standard and 
Bad & Loss. Percentage of Classified Loan( POCL) 
has impact on Profitability ratios such as ROI, ROA, 
ROE etc. 

Literature Review
Vatansever & Hepşen (2013) did this empirical 
study in Turkey and it was published in the Journal 
of Finance and Investment Analysis. In this study, 
researchers examined the relationship between the 
NPLs ratio and several macroeconomic and bank 
specific factors in Turkey by using ordinary least 
square estimation approach with integration analysis 
and the time series from January 2007 to April 2013. 
They founded from empirical study that debt ratio, 
loan to asset ratio, confidence index-real sector, 
consumer price index, EURO/ Turkish lira rate, USD/ 
Turkish lira rate, money supply change, interest rate, 
GDP growth, the Euro Zone’s GDP growth and 
volatility of the Standard & Poor’s 500 stock market 
index does not have significant effect to make clear 
NPL ratio on multivariate perspective. They also 
founded that industrial production index (IPI), Istanbul 
Stock Exchange 100 Index (ISE), Inefficiency ratio of 
all banks (INEF) negatively, and Unemployment rate 
(UR), return on equity (ROE), capital adequacy ratio 
(CAR) positively affect NPL ratio. 

Fredrick (2012) wrote this article in Kenya and it 
was published in the DBA Africa Management Review. 
The researcher examined the impact of credit risk 
management on financial performance. He was used 
in his study a causal research design and multiple 
regression analysis to analyze secondary data. He 

used variables as dependent variable i.e., the financial 
performance of the banks whereas the independent 
variables were the CAMEL components of Capital 
adequacy, Asset quality, Management efficiency, 
Earnings and Liquidity. In his study he found that there 
was a strong impact of the CAMEL components 
on the financial performance of commercial banks. 
The study also established that capital adequacy, 
asset quality, management efficiency and liquidity 
had weak relationship with financial performance 
(ROE) whereas earnings had a strong relationship 
with financial performance. The study suggests that 
CAMEL model can be used as a proxy for credit risk 
management. In this study he fails to recognize the 
impact of effective internal control and explanatory 
variables of financial performance of bank.

Poudel (2012) carried out this study in Nepal 
and it was published in the International Journal 
of Arts and Commerce. In this study, researcher 
examined the effect of credit risk management on 
banks’ financial performance. He was used different 
variables to cover the study which were; default rate, 
cost per loan assets and capital adequacy ratio called 
explanatory variable. He collected data from financial 
report of 31 banks were used to analyze for eleven 
years (2001-2011) comparing the profitability ratio 
to default rate, cost of per loan assets and capital 
adequacy ratio which was presented in descriptive, 
correlation and regression was used to analyze the 
data. The study founded that all these parameters have 
an inverse impact on banks’ financial performance; 
however, the default rate is the most predictor of 
bank financial performance. The empirical results 
showed that credit risk management is an important 
predictor of bank financial performance thus success 
of bank performance depends on risk management. 
He recommended that banks should design and 
formulate strategies that will not only minimize the 
exposure of the banks to credit risk but will enhance 
profitability. He also recommended that banks should 
put more emphasis on risk management and need to 
allocate more funds to default rate management and 
try to maintain just optimum level of capital adequacy.

Mačerinskienė, Ivaškevičiūtė, & Railienė 
(2014) conducted this study in the Lithuania. Here 
the researchers’ exhibits the influence of recent 
global financial crisis on credit risk management in 
the commercial banks and provides summarized 

13 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-46, NUMBER-01, JANUARY-FEBRUARY 2018



challenges faced by banks for credit risk management 
improvement. They founded that the causes of recent 
financial crisis reveal not only systemic or structural 
imbalances, but the necessity to keep and strengthen 
the principles of credit risk management. they also 
founded that the causes of recent financial crisis 
may be summarized into four major categories: a) 
Fundamental: Global imbalances (current account), 
Excess elasticity in international monetary and 
financial system, Labor supply shock, US monetary 
policy ; b) Finance Industry: Extensive borrowing 
by finance institutions and private sector, Financial 
disequilibria and asset price bubbles, Information 
asymmetry and lack of transparency, Low banks’ 
capital, Insufficient level of liquid assets, Deviation from 
credit risk management principles; c)  Regulatory: 
Fragmented regulation/inadequate supervision, 
Failure of regulators to adapt to finance evolution, 
No systemic risk regulations, Conflict of interest: 
rating agencies and issuers of financial instruments; 
d) Behavioral: Short-term and excessive risk-
taking incentives, Biased system of incentives, 
Human/cultural and communicational  weaknesses. 
They suggested that the improvement of credit risk 
management is firstly associated to following and 
consolidation of credit risk management principles 
in everyday operations and strategic management, 
recognizing the importance of liquidity, improving of 
risk cultures and managing level of risk, redesigning 
compensation arrangements, improving internal 
control, learning lessons from outside the financial 
services sector.

Ahemed & Malik (2015) conducted this empirical 
study in Pakistan and it was published in the 
International Journal of Economics and Financial 
Issues. In this study, the researchers focused that the 
impact of credit risk management (CRM) practices 
on loan performance (LP) in microfinance banking 
sector of Pakistan. In this study, the researchers were 
gathered data from various managerial levels like: Top 
level, Middle level, and Lower level. He used different 
variables such as: a) Dependent Variable: Loan 
Performance (LP), actually which represent CRM; and 
b) four Independent Variables: Credit Terms (CTP), 
Client Appraisal (LCA), Collection Policy (CP), and 
Credit Risk Control (CRC). He also used descriptive 
and inferential statistical techniques to analyzed data. 
The study results founded that the credit terms 
and client appraisal have positive and significant 

impact on the LP at 1% significant level, while the 
CP and CRC have positive but insignificant impact 
on LP. The researcher hoped that this study results 
will be helpful to management for proper managing 
the credit risk and enhancing loan performance by 
focused on explanatory variables that are credit 
terms and client appraisal.

Lalon (2015) wrote this descriptive research 
article in Bangladesh and it was published in the 
International Journal of Economics, Finance and 
Management Sciences. In this article, researcher 
remarked about the theoretical framework, 
importance, process, advantage and challenges of 
CRM. He also pronounces that the CRM practice 
and performance. Finally he tries to find out if there 
is any relationship between CRM performance and 
banks profitability. The researcher used secondary 
date and analyzed the data by using Ms Excel 
and SPSS software. In this study, the researcher 
founded that Credit risk management encompasses 
identification, measurement, matching mitigations, 
monitoring and control of the credit risk spotlights. 
The research result founded that there is a positive 
relationship between CRM practices and Banks 
profitability (ROA). This indicated that effective and 
efficient Credit Risk Management can contribute 
on banks profitability. He mentioned in his study 
the main challenges of CRM practices are additional 
cost for training and employee motivation. He hoped 
that a very skilful and technically enhanced Credit 
Risk Management department can contribute to 
better practices of Credit Risk Management and 
that ensures smooth recovery of classified loan and 
maximize profitability of bank.

Heydari &  Abdoli (2015) wrote this empirical 
study in Iran and it was published in the Indian 
Journal of Science and Technology. In this study, 
the researchers focused that the impact of credit 
risk management and capital adequacy on financial 
performance of business banks. This is inductive type 
of study and also called applied research. The prime 
objective of the researcher is to determine the 
relationship between the variables. Here they were 
used ROA( Return on Total Assets) as a dependent 
variable; and Past due credits and loans to total loans 
and credits (NLP), Loss reserve on total loans and 
past due credits (LLP), Total loans and credits ratio 
to total assets (LA), Liquidity ratio (LR), and Capital 
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adequacy ratio (CAR) as independent variables. 
The study results founded that there is a negative 
relationship between loss reserve on loans and 
previous maturity of credits and banks performance 
at 5% significant level but on the other hand, the 
results showed that there is a positive relationship 
between liquidity ratio and capital adequacy with 
banks’ performance at 5% significant level. 

Kodithuwakku (2015) conducted this empirical 
study in Sri Lanka and it was published in the 
International Journal of Scientific Research and 
Innovative Technology. In this study, they focused 
about the impact of credit risk management on the 
performance of commercial banks. The study was 
collected panel data from primary and secondary 
sources from 2009 to 2013 of selected banks based 
on superior performance and availability of data. 
The researcher used ROA (Return on Assets) as 
dependent variable (performance indicator); and 
Loan provision to Total (LP/TL), Loan Provision to 
Non-Performing Loans (LP/NPL), Loan Provision to 
Total Assets (LP/TA) and Non-Performing Loans/ 
Total Loans (NPL/TL) were used as independent 
variables (indicators of credit risk). The empirical 
result exhibited that non-performing loans and 
provisions have significantly argumentative impact on 
the profitability. Therefore, the study recommended 
the banks to implement an effective tools and 
techniques to reduce the credit risk management.   

Kipngetich & Muturi (2015) did this empirical 
study in Kenya and it was published in the Strategic 
Journal of Business & Change Management. In 
this study, they focused the effect of credit risk 
management on the financial performance of savings 
and credit cooperative society. They were used two 
independent variables namely, capital adequacy and 
management efficiency; and one dependent variable 
that was financial performance. They had been used 
a cross-sectional descriptive research design to 
assessed the effects and data were collected from 
secondary sources. They utilized SPSS program to 
analyze the collected data and draw a regression 
model. The empirical results showed that capital 
adequacy and management efficiency had positive 
and statistically significant relationship with financial 
performance. This indicated that increase in capital 
adequacy and management efficiency leads to 
increase in financial performance. 

Haneef et al (2012) carried out this empirical study 
in Pakistan and it was published in the International 
Journal of Business and Social Science, Centre for 
Promoting Ideas, USA.  In this study, the researchers 
were analyzed the impact of risk management on non- 
performing loan and profitability of banking sector of 
Pakistan. The study was mainly secondary data based. 
In this study, they argued that there were no proper 
risk management techniques for managing risk in 
banking industry in Pakistan. They concluded that 
non-performing loans were increasing due to lack of 
risk management which threatens the profitability of 
banks. They suggested that banking sector can avoid 
their nonperforming loans by adopting methods 
suggested by state bank of Pakistan. One of the major 
drawbacks of the study was that they failed to justify 
their conclusion with empirically. 

Charles, Okaro & Kenneth (2013) conducted 
this empirical study in Nigeria and it was published 
in the Journal of Emerging Issues in Economics, 
Finance and Banking. In this study, they examined 
the impact of credit risk management on capital 
adequacy and banks financial performance in Nigeria.  
For this purpose six banks were selected by using 
positive sampling technique. Data were obtained 
from the published financial statements from 2004 
to 2009. Panel data model was used to estimate the 
relationship that exists among Loan Loss Provisions 
(LLP), Loans and Advances (LA), N0n-performing 
Loans (NPL), Capital Adequacy (CA), and Return 
on Assets (ROA). The empirical results showed that 
sound credit risk management and capital adequacy 
related positively on banks’ financial performance 
with the exception of loans and advances which 
was found to have a negative impact on banks’ 
profitability in the period under studied. Based 
on the findings, they recommended that Nigerian 
banks establish appropriate credit risk management 
strategies by conducting rigorous credit appraisal 
before loan disbursement and drawdown. They were 
also recommended that adequate attention to be 
paid for Tire-one capital of Nigerian banks.

Objectives of the study
The main objectives of this study are-

i) to measure the impact of POCL on ROI, ROE and ROA 

ii) to test the co-integration among the variables 
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For economic development 
two basic issues of financing 
are important; first, how best 
external funds are provided to 
the business sectors and second, 
how efficiently financiers are 
monitoring the behaviour and 
performance of these corporate 
borrowers under an effective 
system of corporate governance.

iii) to check whether the long term or short 
run causality exists between dependent and 
independent variables. 

Research Questions:

i) Is there any influence of POCL on ROI, ROE, ROA?

ii) To what extent does POCL influence ROI, ROE, 
and ROA?

iii) How are POCL, ROI, ROE, and ROA co-integrated?

iv) What is the causality between dependent and 
independent variables?

Methodology
Data have been collected from secondary sources, 
that is from the annual reports of the selected 
banks for specific time period. The banks have been 
selected as main public commercial banks – Sonali, 
Janata, Agrani and Rupali. Data on Profitability 
measurements of the banks as ROI, ROA, ROE have 
been collected. Average of the variables has been 
calculated for the selected banks. This study has been 
done to measure the impact of POCL on ROI, ROE 
and ROA by using simple regression analysis and to 
test the co-integration among the variables using 
STATA software. And then VECM model has been 
applied on the co-integrated study variables to check 
whether the long term or short run causality exists 
between dependent and independent variables. 

Hypothesis
Ho1 :   POCL has no significant  impact on ROI. 

Ho2 : POCL has no significant  impact on ROA.

Ho3 : POCL has no significant  impact on ROE.

Analysis and Findings
Table-1:  Averages of ROI, ROA, ROE and 
POCL of the banks during 2000-2015

Average (%)

Year ROI ROA ROE POCL

2000 3.86 0.30 7.69 40.37

2001 4.58 0.42 8.85 35.33

2002 5.31 0.48 8.08 24.52

2003 6.02 0.64 9.38 19.10

2004 5.63 0.72 12.22 22.53

2005 6.63 1.35 15.53 19.74

2006 6.25 1.26 17.15 22.65

2007 6.96 0.86 8.81 31.67

2008 7.47 1.00 12.82 23.94

2009 8.03 0.89 12.08 19.07

2010 10.06 1.06 12.54 13.49

2011 7.54 1.01 11.55 10.14

2012 7.15 -2.65 -92.27 23.37

2013 8.25 1.03 17.20 18.32

2014 8.66 0.47 6.20 18.04

2015 8.13 0.24 1.59 18.20

Source SS Df MS
Number of obs = 16

F( 1, 14) = 19.12

Model 22.2450141 1 22.2450141 Prob > F = 0.0006

Residual 16.284832 14 1.16320229 R-squared = 0.5773

Total 38.5298462 15 2.56865641
Adj R-squared = 0.5472

Root MSE = 1.0785

ROI Coef. Std. Err. t P>I t I [95% Conf. Interval ]

POCL -.1575923 .0360368 -4.37 0.001 -.2348835 -.080301

_cons 10.45868 .8555094 12.23 0.000 8.623793 12.29356

Source SS Df MS
Number of obs = 16

F( 1, 14) = 0.50

Model .435236217 1 .435236217 Prob > F = 0.4928

Residual 12.2840643 14 .877433167 R-squared = 0.0342

Total 12.7193006 15 .84795337
Adj R-squared = -0.0348

Root MSE = .93671

ROA Coef. Std. Err. t P>I t I [95% Conf. Interval ]

POCL -.0220435 .0312986 -0.70 0.493 -.0891724 .0450854

_cons 1.064141 .7430263 1.43 0.174 -.5294923 2.657773

Source: Annual Reports

Analysis in Stata
Table-2: Regression results ROI vs. POCL

Table-3: Regression results ROA vs. POCL
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Source SS Df MS
Number of obs = 16

F( 1, 14) = 0.06

Model 40.8144151 1 40.8144151 Prob > F = 0.8160

Residual 10162.4601 14 725.890009 R-squared = 0.0040

Total 10203.2745 15 680.218302
Adj R-squared = -0.0671

Root MSE = 26.942

ROE Coef. Std. Err. t P>I t I [95% Conf. Interval ]

POCL -.2134643 0.9002309 -0.24 0.816 -2.144268 1.717339

_cons 9.148102 21.37138 0.43 0.675 -36.68895 54.98515

Trend: content
Sample: 2002-2015

      Number of obs = 14
Lags =  2

Maximum 
rank

parms LL eigenvalue
Trace 

statistic
5% critical 

value

0 12 -75.02751 . 39.9725 29.68

1 17 -59.893243 0.88491 9.7040* 15.41

2 20 -56.105187 0.41792 2.1279 3.76

3 21 -55.041236 0.14101

Trend: content
Sample: 2002-2015

      Number of obs = 14
Lags =  2

Maximum 
rank

parms LL eigenvalue
Trace 

statistic
5% critical 

value

0 12 -75.02751 . 39.9725 29.68

1 17 -59.893243 0.88491 9.7040* 15.41

2 20 -56.105187 0.41792 2.1279 3.76

3 21 -55.041236 0.14101

Maximum 
rank

parms LL eigenvalue
Trace 

statistic
5% critical 

value

0 12 -75.02751 . 30.2685 20.97

1 17 -59.893243 0.88491 7.5761 14.07

2 20 -56.105187 0.41792 2.1279 3.76

3 21 -55.041236 0.14101

Sample: 2003-2015
No. of obs = 13

AIC = -18.30326

Log Likelihood   = 161.9712 HQIC = -18.68736

Det (Sigma-ml) = 1.77e-16 SBIC = -16.43458

Table-4: Regression results ROE vs. POCL

Table-5: Johansen tests for cointegration

From the regression analysis, it is found that P>F 
= 0.0006 , it concludes that POCL (Percentage Of 
Classified Loan) has significant negative impact on 
ROI ( Return On Investment). Regression co-efficient 
b = -0.16 indicates that 16% changes in ROI can be 
explained by POCL. 

Again from regression analysis of POCL on ROA, it 
is found that P>F = 0.49, it concludes that POCL 
(Percentage Of Classified Loan) has not significant  
impact on ROA ( Return On Asset). Regression co-
efficient b = -0.02 indicates that only 2% changes in 
ROA can be explained by POCL.

Again from regression analysis of POCL on ROE, it 
is found that P>F = 0.82, it concludes that POCL 
(Percentage Of Classified Loan) has not significant  
impact on ROE ( Return On Equity). Regression co-
efficient b = -0.21 indicates that only 21% changes in 
ROE can be explained by POCL

. tsset Year, yearly

Time Variable :  Year,  2000 to 2015

delta   :  1 year

. vecrank ROI ROA ROE, trend (constant)

Hypothesis-1

Ho: No co-integration among the study variables   
Vs

H1: There exists co-integration among the study 
variables.

From Johanson test for co-integration, we have 
obtained the following results-

Since the value of  Trace statistic is greater than Critical 
Value for 0 rank, so we can reject null hypothesis. 
That is we can accept alternative hypothesis that 
there is co-integration among the variables.

Hypothesis-2

Ho: There is one co-integration among the study 
variables.   

Since the value of Trace statistic is less than Critical 

. tsset Year, yearly

Time Variable :  Year,  2000 to 2015

delta   :  1 year

. vecrank ROI ROA ROE, trend (constant) max

Table-6: Johansen tests for cointegration

. tsset Year, yearly

Time Variable :  Year,  2000 to 2015

delta   :  1 year

. vec  ROI ROA ROE POCL, trend (constant)  lags (3)

Table-7:  Vector error-correction model
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Equation Parms RMSE R-sq Chi2 P>chi2

D_ROI 10 1.02794 0.7909 11.34787 0.3311

D_ROA 10 0.98591 0.8957 25.76962 0.0041

D_ROE 10 20.9911 0.9426 49.23291 0.0000

D_POCL 10 5.14291 0.8294 14.58908 0.1478

Coef. Std. Err. z p>IzI [95% Conf. Interval]

D_ROI

_cel

L1. 1.038193 0.4692355 2.21 0.027 .1185078 1.957877

ROI

LD. -2.172702 0.8936743 -2.43 0.015 -3.924271 -.4211327

L2D. -3.126547 1.230485 -2.54 0.011 -5.538254 -.7148408

ROA

LD. -1.021607 2.091056 -0.49 0.625 -5.120002 3.076787

L2D. 3.646097 2.441629 1.49 0.135 -1.139407 8.431602

ROE

LD. 0.0476661 .0701894 0.68 0.497 -.0899026 .1852349

L2D. -.1146537 .0800421 -1.43 0.152 -.2715333 .0422258

POCL

LD. -.2681389 .1189256 -2.25 0.024 -.5012288 -.035049

L2D. -.1500367 .0961527 -1.56 0.119 -.3384926 .0384191

_cons 1.101636 .4626366 2.38 0.017 .1948846 2.008387

D_ROA

_cel

L1. -.1595466 .45005 -0.35 0.723 -1.041628 .7225352

ROI

LD. .7891468 .8571358 0.92 0.357 -.8908065 2.4691

L2D. -.8492813 1.180174 -0.72 0.472 -3.162381 1.463818

ROA

LD. -2.240358 2.005559 -1.12 0.264 -6.171182 1.690466

L2D. 1.497607 2.341798 0.64 0.522 -3.092234 6.087447

ROE

LD. .0654232 .0673196 0.97 0.331 -.0665208 .1973672

L2D. -.0490768 .0767694 -0.64 0.523 -.199542 .1013885

POCL

LD. -.0083155 .1140631 -0.07 0.942 -.2318751 .2152441

L2D. .0018716 .0922213 0.02 0.984 -.1788789 .1826221

_cons .0072308 .4437209 0.02 0.987 -.8624461 .8769077

D_ROE

_cel

L1. -6.02078 9.582065 -0.63 0.530 -24.80128 12.75972

ROI

LD. 24.38635 18.24935 1.34 0.181 -11.38172 60.15443

L2D. -24.28521 25.12723 -0.97 0.334 -73.53367 24.96325

ROA

LD. -67.19035 42.70059 -1.57 0.116 -150.882 16.50127

L2D. 49.32987 49.85949 0.99 0.322 -48.39294 147.0527

ROE

LD. 1.963096 1.433309 1.37 0.171 -.8461377 4.409483

L2D. -1.584941 1.634506 -0.97 0.332 -4.788514 1.618632

POCL

LD. -.3503501 2.428531 -0.14 0.885 -5.110183 4.409483

L2D. .7399111 1.963495 0.38 0.706 -3.108468 4.58829

_cons .6660801 9.447312 0.07 0.944 -17.85031 19.18247

Value for 1 rank, so we can not reject  null hypothesis 
. That is we can accept null hypothesis that there is 
one co-integration among the variables.

Hypothesis-3

Ho: There is one co-integration among the study 
variables.   

Since the value of Trace statistic is less than Critical 
Value for 2 rank, so we can not reject   null hypothesis. 
That is we can accept null hypothesis that there is 
two co-integration among the variables.

So, we can conclude that there exists co-integration 
among the study variables. 

Since there exists co-integration among the study 
variables, we can use VECM (Vector Error Correction 
Model) for the study variables to justify the long-run 
or short-run relationship among the variables.     

To introduce VECM model to our data, we have use 
lag 3 y applying lag selection criteria on the basis of 
the values of LR, AIC, HQIC and SBIC. By applying 
VECM model, We have the following results from the 
analysis,

It is found that co-efficient which is known as error 
correction term is significant but it is not negative, 
so it can be concluded that there is no long term 
causality of ROI with POCL.

But 2nd and 3rd co-efficient have been found 
significant and negative. So, it can be concluded that 
there is short term causality between ROI and POCL.  

It has been found that with ROA, POCL has long run 
causality, but not short run causality.

It has also been found that with ROE, POCL has long 
run causality, but not short run causality.

Table-8: VECM model
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D_
POCL

_cel

L1. -2.501876 2.347643 -1.07 0.287 -7.103172 2.099419

ROI

LD. .4983392 4.471162 0.11 0.911 -8.264977 9.261655

L2D. 4.812371 6.156268 0.78 0.434 -7.253692 16.87843

ROA

LD. 8.629424 10.46181 0.82 0.409 -11.87534 29.13419

L2D. 10.9228 12.21577 0.89 0.371 -13.01967 34.86526

ROE

LD. -.2316446 .3511662 -0.66 0.509 -.9199178 .4566285

L2D. -.3487331 .4004602 -0.87 0.384 -1.133621 .4361546

POCL

LD. .4935814 .5949994 0.83 0.407 -.672596 1.659759

L2D. .3414048 .4810638 0.71 0.478 -.6014629 1.284273

_cons -1.146266 2.314628 -0.50 0.620 -5.682852 3.390321

Equation Parms Chi2 p>chi2

_cel 3 7192.275 0.0000

beta Coef. Std. Err. z p>IzI [95% Conf. Interval]

_cel

ROI

ROA

ROE

POCL

_cons

1 . . . . .

-.3337834 .4683737 -0.71 0.476 -1.251779 .5842122

.063713 .0244224 2.61 0.009 .015846 .11158

.2896283 .0188421 15.37 0.000 .2526984 .3265582

-13.08004 . . . . .

Table-9: Cointegrating equations

Table-10: Johansen normalization restriction 
imposed

Conclusion
This study has been designed to measure the impact 
of POCL on ROI, ROE and ROA and to test the co-
integration among the variables. In the study, it has 
been found that there exists co-integration among 
the study variables. In regression analysis, it has also 
been found that POCL has significant negative impact 
on ROI. But the impact of POCL is not significant on 
ROA and ROE. It has been found that co-integration 
exists among the study variables. It has also been 
found that there is short run causality between POCL 
and ROI. But there is long run causality between 
POCL and ROE and also between POCL and ROA. 
That is, there exists significant impact of POCL on 
ROA and ROE in the long run. Further study can be 
performed to find both short term and long term 
impact of POCL on ROA and ROE.   
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Behavioral Factors Influencing Investment 
Decision of the Retail Investors of Dhaka Stock 
Exchange: An Empirical Study

Abstract:
The collective decision of retail investors plays a significant role in influencing the price dynamics of the finance 
securities. Behavioral finance attempts to explain the anomalies that prevail in the market when factors in the 
empirical asset pricing and market microstructure models fail to explain the same. As the capital market of 
Bangladesh, particularly the stock market, has been developing rapidly since the last decade with an expanding 
investor population who are not ‘financially literate’, the aim of this paper is to synthesize the behavioral factors 
which affect the investment decision of the retail investors and also identify the relationship between their 
socio-economic characteristics and investment outcomes through discussing results of a survey conducted on 
203 retail investors of Dhaka Stock Exchange. The responses of the survey provide evidence for a significant 
presence of behavioral bias in the investment outlook and decision of the investors and statistical significance 
between two personal characteristics and amount of their investment.

Keywords: Behavioral factors, Retail investors, Investment decision, DSE.
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the enactment of the Financial Reporting Act and 
formation of the Financial Reporting Council (FRC) 
with a hope to stabilize the market volatility in prices, 
protect the small investors and punish manipulation. 
They have also launched a nationwide financial 
literacy program to educate and aware individuals 
on the basics of investing given an emerging market 
setting in Bangladesh. With multitude initiatives and 
positive feedback from authorities of the developed 
markets, the stock market of Bangladesh have 
been substantially successful in regaining the faith 
of the stakeholders of the market. The collective 
and cumulative decision of the retail investors is 
very important for the reputation of the corporate 
entities and also for ensuring better functioning of 
the financial market as the retail brokers become 
competitive. One of the primary missions of BSEC or 
any other regulatory authority of the financial market 
is to protect the retail investors. Therefore, it is very 
important to identify and understand the underlying 
demographic, socio-economic and behavioral factors 

1.0 Introduction
Investor-base in Dhaka Stock Exchange (DSE) is 
mostly dominated by retail investors, whose size at 
the end of the financial year 2016-17 was around 2.9 
million or 99.6 percent of total investors (Source: 
DSE). Financial literacy, or investing literacy to be 
specific, is at its nascent stage among the investors. 
This is partly attributable to an underdeveloped 
market infrastructure resulting in an opaque system 
of information transmission. Sensitivity to material 
public information and subsequent price adjustment 
process are very slow or irrational resulting in market 
panic by myopic investors. Recently, the Bangladesh 
Securities and Exchange Commission (BSEC) with the 
highest support from the Government of Bangladesh 
has extended tremendous effort to introduce new 
securities regulations and amended many of the 
existing laws. Among others, they have successfully 
executed the demutualization of Dhaka Stock 
Exchange and Chittagong Stock Exchange (CSE), set 
new Corporate Governance Guidelines, facilitated 
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affecting individual’s financing, specially investing 
decision, because their decision making channel that 
drives the price dynamics of the stocks in the market 
is not always objective or rational.

2.0 Objectives of the Study
The main objective of this study is to explain the 
results of a survey to identify the behavioral factors 
which influence the retail investors’ investment 
decision making in stock and also to understand 
the relationship between demographic and socio 
economic factors and investment performance of 
the retail investors.

3.0 Traditional Finance Theory 
versus Behavioral Finance
In the framework of Efficient Market Hypothesis 
(EMH), a security’s price equals its “fundamental 
value” in the absence of frictions and assumption 
of agents’ rationality. The fundamental or intrinsic 
value of the financial security is the discounted sum 
of expected future cash flows, given that theinvestor 
can process all available information accurately with 
a discount rate which is consistent with the accepted 
preference specification (Barberis and Thaler, 2003, 
p.1054).  This theory of market efficiency supports 
the opinion that actual prices reflect fundamental 
values, affirms that prices are right as they are 
determined by agents, who have sensible preferences 
and understand Bayes’ law, which relates to 

conditional probabilities (the probability of an event 
given by another one). According to EMH, although 
not all investors are rational, the markets as whole 
are assumed to be rational.

However, the EMH brings with itself a number of 
theoretical and empirical challenges which can partly 
be explained by evidences from behavior finance.
Behavioral finance believes that sometimes, financial 
markets do not have informational efficiency (Ritter, 
2003, p.430). Due to the fact that people are not 
always rational, their financial decisions may be 
driven by behavioral preconceptions. Thus, studying 
behavioral finance plays an important role in finance, 
in which cognitive psychology is employed to 
understand human behaviors. In case the decisions 
of people do not follow rational thinking, effects 
of behavioral biases should be identified. It will be 
more important if their cognitive errors affect 
prices and are not arbitraged away easily (Kim and 
Nofsinger, 2008, p.2). The mid-1980s is considered 
as the beginning of this research area. Stock market 
is proved to overreact to information by DeBondt 
and Thaler (1985, pp.392-393). Moreover, Shefrin and 
Statman (1985, p.777) assert that stockholders tend 
to be more willing to sell their winning stocks rather 
than loosing ones even when putting these losers on 
sale is the best choice. 

Studies on behavioral finance are mainly based on 
the data of stocks that do not match well with the 
theories of market efficiency and asset pricing model. 
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Therefore, they have their share of criticism of a slow 
start and less persuading to audiences who tend 
to be initially skeptical. This limitation is eliminated 
by using individual brokerage data. In many studies, 
it is showed that individual investors are affected 
by different behavioral biases (Kim and Nofsinger, 
2008, p.2). Such behavioral biases are tested by 
many researchers, one of them is Hirshleifer (2001, 
pp.1576-1577), who provides empirical evidence 
regarding asset pricing. Nonetheless, the literature in 
this area is still very limited which makes it a very 
interesting field to study as alternative research area 
in finance which may explain some of the anomalies 
of market efficiency.

According to Ritter (2003, p.429), behavioral finance 
is explained by psychology suggesting that human 
decision processes are subject to several cognitive 
illusions. Theseillusions are divided into two groups: 
illusions caused by heuristic decision process 
andillusions rooted from the adoption of mental 
frames grouped in the prospect theory(Waweru et 
al., 2008, p.27). In this research, I have used these two 
categories as well as the herding and market factors 
to explain the retain investment behavior.

3.1 Heuristic Theory:
Heuristics are defined as the rules of thumb, which 
makes decision making easier, especially in complex 
and uncertain environments (Ritter, 2003, p.431) by 
reducing the complexity of assessing probabilities and 
predicting values to simpler judgments (Kahneman 
and Tversky, 1974, p.1124). In general, these heuristics 
are quite useful, particularly when time is limited 
(Waweru et al., 2008, p.27), but sometimes they 
lead to biases (Kahneman and Tversky, 1974, p.1124; 
Ritter, 2003, p.431).

In this research, five components of heuristics: 
Overconfidence, Gambler’s fallacy, Availability bias, 
Anchoring, and Representativeness are used to 
explain the investment decision making as well as the 
investment performance of individual investors of 
Dhaka Stock Exchange.

3.2 Prospect Theory:
Expected Utility Theory (EUT) and prospect theory 
are considered as two approaches to decision-making 
from different perspectives. Prospect theory focuses 
on subjective decision-making influenced by the 
investors’ value system, whereas EUT concentrates 

on investors’ rational expectations (Filbeck, Hatfield 
and Horvath, 2005, p.170-171). People tend to under-
weigh probable outcomes compared with certain 
ones and people response differently to the similar 
situations depending on the context of losses or gains 
in which they are presented (Kahneman and Tversky, 
1979, p.263). Prospect theory describes some states 
of mind affecting an individual’s decision-making 
processes including Regret aversion, Loss aversion 
and Mental accounting (Waweru et al., 2003, p.28).

In this research, three elements of prospect dimension: 
Loss aversion, Regret aversion, and Mental accounting 
are used to explain the investment decision making 
as well as the investment performance of individual 
investors at the Dhaka Stock Exchange. Table 1 has 
shown the list of behavioral factors influencing the 
investment decision making under different groups 
of theories.

3.3 Market Factors:
Usually, the investors may have over- or under-
reaction to changes in market information, 
fundamentals of the underlying stock, trend in the 
stock price, popularity of stocks and seasonal price 
cycles.Empirically, these factors haveproven to have 
significant influence on decision-making behavior of 
investors. Barber and Odean (2000) document that 
investors are affected by events in the stock market 
which catch their attention, even when they cannot 
assess the possibility of good future investment 
performance as a result of such events. Waweru 
et al. (2008) identifies such market factors: price 
changes, market information, past trends of stocks, 
customer preference, over-reaction to price changes, 
and fundamentals of underlying stocks. Some prior 
literature treat the market factors as external factors 
but since such factors influence investment decision 
not explained otherwise with rationality, I include 
them in the list of behavioral factors.

3.4 Herding:
In financial market, herding is defined as the tendency 
of investors’ behaviors to follow others’ investment 
and trading actions. Such behavior also help investors 
to possess a sense of regret aversion by the collective 
loss, if any. Practitioners are usually vigilant to the 
existence of herding, due to the fact that investors 
rely on collective information more than private 
information. This behavior, if persistent, can result 

22 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-46, NUMBER-01, JANUARY-FEBRUARY 2018



in significant price deviation of the securities from 
fundamental value. Informed and rational investors 
on the other hand usually ignore suchactivity flow 
of the masses if the latter is not justified, which, in 
turncorrects wrong signals. Herding, however, gives 
rise to a state of market inefficiency, leading to 
speculative bubbles of asset prices. 

Waweru et al. (2008) posits that herding can drive 
stock trading and create momentum for stock 
trading. However, the impact of such herding 
behavior may halt at a certain level because the 
cost to follow the herd further may increase if the 
investor wants to achieve the increasing abnormal 
returns. For institutional investors, only the buying 
and selling decision may be caused by such herding 
spree. Waweru et al. (2008) identify few important 
elements of herding which impact investment 
decisions of retail investors: buying, selling, choice of 
stock, length of time to hold stock, and volume of 
stock to trade. 

Table 1: Behavioral factors influencing the 
investment decision making

4.0 Hypotheses
The empirical work of the study starts with the 
intention to explore the impact of the behavioral 
factors on the investment decisions of investors 
in the financial markets, especially in the stock 
markets. This study explores the influence levels of 

Group Behavioral Variables

Heuristic Theory

• Representativeness

• Overconfidence

• Anchoring

• Gambler’s fallacy

• Availability bias

Prospect Theory

• Loss aversion

• Regret aversion

• Mental accounting

Market Factors

• Price changes

• Market information

• Past trends of stocks

• Fundamentals of underlying stocks

• Customer preference

• Over-reaction to price changes

Herding Effect

• Buying and selling decisions of other 
investors

• Choice of stock to trade of others

• Volume of stocks to trade of others

• Speed of herding

Source: Waweru et al., 2008.

the behavioral variables on the individual investors’ 
decisions and their investment performance at the 
Dhaka Stock Exchange with the development of the 
following hypotheses:

Hypothesis 1:  The behavioral factors have impacts 
on the investment decisions of individuals at the 
Dhaka Stock Exchange.

Hypothesis 2:  The demographic and socio-economic 
factors have positive impacts on the investment 
performance of individual investors at the Dhaka 
Stock Exchange.

5.0 Methodology
The structure of the study is motivated by a previous 
study Luong and Thu Ha (2011) conducted on the 
retail investor behavior at the Ho Chi Minh Stock 
Exchange of Vietnam. This research is conducted 
based on mixed methods but focusing more on 
quantitative research strategy which is in line with the 
topic of behavioral finance.  The main aim is exploring 
the factors that affect investors’ decisions which may 
be only done effectively by employing quantitative 
research since quantitative research is designed for 
identification and description of variables in order 
to establish the relationship between them (Garner, 
Wagner and Kawulich, 2009, p.62). For achieving the 
valid results, the reliable and generalizable, adequate 
sample of investors was chosen employing scientific 
methods.  A questionnaire was used for collecting 
data on different socio-economic, perceptional and 
behavioral aspects of investors. Prior to finalizing 
the questionnaire, pretesting was done to assess the 
relevance, adequacy and consistency of the questions 
and responses. Computer programs were used to 
process the data and analysis of the results was done 
by using statistical tools.  

5.1 Survey Design:
The survey was designed keeping in mind the 
demographic, socio-economic and investment 
behavior parameters in mind. Hence the questionnaire 
was structured across two dimensions: personal 
characteristics and investment behavior. 

As per the design of Luong and Thu Ha (2011), 
the questionnaire is divided into three parts: 
personal information, behavioral factors influencing 
investment decisions, and investment performance. 
In the part of personal information, nominal 
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market experience for the next while also agreeing 
to the least of their consideration of the information 
from friends and relatives as reliable reference 
guiding their investment decision. These responses, 
on aggregate provide evidence that investors shape 
their investment decision by heuristics especially 
with regard to representativeness, overconfidence, 
anchoring, gambler’s fallacy but less with regard to 
ability bias.

All of the question questions with regard to prospect 
theory received higher than the average rating of 3.5. 
In four of the six questions, the highest proportion 
of respondents agrees that they become more risk 
seeking and more risk averse after a prior gain and 
loss respectively, feel more sorrow about holding 
losers too long than about selling winning stocks too 
soon and ignore the connections among investment 
choices though the second majority respondents 
disagrees with the last question. For the remaining 
two questions, majority of the respondent extremely 
agree that they avoid selling shares that have 
decreased in value and readily sell shares that have 
gained value. Hence, the responses provide evidence 
in support of prospect theory in the context of loss 
aversion, regret aversion and mental accounting.

Waweru et al. (2008, p.36) identifies the factors of 
market that have impact on investors’ decision making: 
Price changes, market information, past trends of 
stocks, customer preference, over-reaction to price 
changes, and fundamentals of underlying stocks. As 
a result, retail investors tend to focus on popular 
stocks and other attention-grabbing events that are 
relied on the stock market information. As previously, 
all of the questions with regard to the market factors 
received higher than the average rating of 3.5. In 
three of the five questions, the highest proportion 
of respondents agrees that they consider the prices 
changes, overreacts to those changes, analyze the 
companies’ customer preference before investing in 
the stocks. For the remaining two questions, majority 
of the respondent extremely agree that market 
information is important for their stock investment 
and that they study the market fundamentals of the 
underlying stock before making investment decisions. 
Hence, the behavioral bias exists as consequences of 
changes in external market factors.

Evidence supporting the presence of herding effect 
is interesting. For three of the four questions, the 
highest proportion of respondents agrees that 

and ordinal measurements are used.  The set of 
questions related to behavioral factors influencing 
investment decisions and investment performance 
are rated in a 6-point Likert scale, which are rating 
scales widely used for asking respondents’ opinions 
and attitudes and are utilized to ask the individual 
investors to evaluate the degrees of their agreement 
with the impacts of behavioral factors on their 
investment decision as well as with the statements 
of investment performance.  The 6 points in the scale 
are respectively from 1 to 6: extremely disagree, 
highly disagree, somewhat disagree, somewhat 
agree, highly agree, and extremely agree. The 6-point 
Likert measurements are used in this research to 
limit the bias evaluation of respondents because the 
respondents cannot find the means of the 6-point 
scale in the questionnaire which they easily find in 
the 5-point or 7-point scales. The questionnaires 
were provided to respondents both in English and 
Bengali.

5.2 Sampling and Data Collection:
The data were collected from primary sources, as first 
hand responses of 203 retail investors of the Dhaka 
Stock Exchange. This size of sample was considered 
enough for assessing the parameters with 95% level of 
confidence. Face to face interviewing technique was 
deployed to collect data from the investors using the 
predesigned questionnaire. The data collected from 
questionnaires provided the basic understandings 
about the factors affecting investors’ decisions and 
the results of data analysis guide the contents of the 
interviews. Finally, I have gathered responses from 
203 retail investors of Dhaka Stock Exchanges and 
proceeded with the subsequent analysis with their 
answers.

6.0 Results and Discussion
6.1 Summary of the Survey Responses:
All of the questions except one in the heuristic 
metric received more than average rating with the 
highest proportion. The second highest proportions 
to the highest rating, “Extremely Agree” when 
asked if they prefer hot stocks, use trend analysis, 
can forecast termination of good or bad market 
return; “Highly Agree” for their confidence in 
outperforming market and forecasting ability based 
on current prices. Most of the respondents agree to 
the highest extent that they consider their previous 
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Factors & 
Performannce

Statements

Extremely 
Disagree

Highly 
Disagree

Somewhat 
Disagree

Somewhat 
Agree

Highly 
Agree

Extremely 
Agree Average

1 2 3 4 5 6

Heuristic

You buy ‘hot’ stocks and avoid stocks 
that have performed poorly in the 
recent past

9.85% 1.97% 8.87% 39.41% 17.73% 22.17% 4.20

You use trend analysis of some 
representative stocks to make 
investment decisions for all stocks that 
you invest

3.94% 4.43% 7.88% 34.98% 24.14% 24.63% 4.45

You believe that you knowledge 
of stock market can help you to 
outperform the market

3.45% 0.99% 12.81% 36.95% 23.15% 22.66% 4.43

You rely on your previous experiences 
in the market for your next investment

2.96% 2.96% 6.40% 29.06% 28.08% 30.54% 4.68

You forecast the changes in stock 
prices for future base on the recent 
stock prices

4.93% 3.94% 14.29% 39.41% 19.70% 17.73% 4.18

You are normally able to anticipate the 
end of good or poor market returns at 
the Dhaka Stock Exchange

9.36% 8.37% 12.81% 44.83% 10.34% 14.29% 3.81

You consider the information from 
your friends and relatives as the 
reliable reference for your investment 
decisions

38.92% 7.39% 9.36% 29.06% 8.87% 6.40% 2.81

Prospect

After a prior gain you are more risk 
seeking than usual

16.26% 6.90% 9.36% 41.38% 14.29% 11.82% 3.66

After a prior loss you become more 
risk averse

2.96% 5.42% 9.36% 33.50% 16.75% 32.02% 4.52

You avoid selling shares that have 
decreased in value and readily sell 
shares that have increased in value

5.42% 5.42% 13.79% 27.59% 19.70% 28.08% 4.35

You feel more sorrow about holding 
losers too long than about selling 
winning stocks too soon

13.79% 7.88% 12.81% 32.02% 17.24% 16.26% 3.80

You tend to treat each element of your 
investment portfolio separately

4.43% 4.43% 9.36% 31.03% 17.24% 33.50% 4.53

You ignore the connection among 
different investment possibilities

14.29% 7.39% 21.18% 32.02% 11.82% 13.30% 3.60

Market

You consider carefully the prices 
changes of stocks that you intend to 
invest in

2.46% 2.46% 6.40% 34.48% 21.18% 33.00% 4.68

You have the over-reaction to price 
changes of stocks

12.32% 6.90% 19.70% 25.12% 17.73% 18.23% 3.84

Market information is important for 
your stock investment

2.46% 3.45% 7.39% 30.05% 19.21% 37.44% 4.72

 You analyze the companies’ customer 
preference before you in invest in their 
stock

6.90% 3.94% 17.24% 34.48% 15.27% 22.17% 4.14

You study the market fundamentals 
of the underlying stock before making 
investment decisions

2.46% 2.46% 7.39% 26.60% 21.67% 39.41% 4.81

they are affected by other investors’ decisions of 
investment choice, volume, and trade. However, 
the second highest groups strictly disagree to 
these statements. For the last question, majority of 
the respondents extremely disagree when asked if 
they usually react quickly to the changes of other 
investors’ decisions and follow their reactions while 

Table 2:  Summary of the responses on investment factors and performance

the second highest response group modestly agrees 
to such notions. Hence, the evidence supporting the 
presence of herding effect while is mostly inclined 
to the positive side of the spectrum but are closely 
followed by counter opinions in the market. We can 
remark such evidence as being mixed.
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The section of investment performance gathers 
information about the investor’s personal belief 
and opinion about their investment outcome. It is 
rather a subjective interpretation than any objective 
performance evaluation of the returns of their 
portfolio.  This will let us analyze how, in the backdrop 
of the preceding behavioral biases, the investors 
view the returns of their investment and its overall 
performance. Majority of the respondents agree 
that the return meets their expectation. They are 
able to beat the market on average and feel satisfied 
with their investment decision in the last year. The 
differences between the proportions of respondents 
agreeing to the statements of positive investment 
performance to rest of response group are markedly 
huge.  Among the three statements of the investment 
performance, the mean rating is highest in the 
satisfaction of their last year’s investment decision. In 
the following section, I have analyzed the relationship 
between the investment performance and few of the 
socio-economic factors of the investors.

6.2 Socio-Economic and Demographic 
Factors:
The following figures provide a summary of the 
socio-economic and biological characteristics of 

Factors & 
Performannce

Statements

Extremely 
Disagree

Highly 
Disagree

Somewhat 
Disagree

Somewhat 
Agree

Highly 
Agree

Extremely 
Agree Average

1 2 3 4 5 6

Herding

Other investors’ decisions of choosing 
stock have impact on your investment 
decisions

24.14% 6.90% 11.33% 35.96% 11.33% 10.34% 3.34

Other investors’ decisions of 
stock volume have impact on your 
investment decisions

23.65% 7.88% 13.79% 37.93% 9.85% 6.90% 3.23

Other investors’ decisions of buying 
and selling stocks have impact on your 
investment decisions

20.20% 8.87% 17.24% 35.96% 8.37% 9.36% 3.32

You usually react quickly to the 
changes of other investors’ decisions 
and follow their reactions to the stock 
market

28.57% 10.84% 17.24% 27.59% 7.39% 8.37% 3.00

Invest-ment 
Perfor-mance

The rate of return of your recent 
stock investment meets your 
expectation

11.33% 3.45% 19.21% 47.78% 7.88% 10.34% 3.68

Your rate of return is equal to or 
higher than the average rate of return 
of the market

11.33% 9.36% 16.75% 45.32% 7.39% 9.85% 3.58

You feel satisfied with your investment 
decisions in the last year (including 
buying, selling, choosing stocks and 
deciding the stock volumes)

8.87% 6.40% 16.75% 41.38% 13.79% 12.81% 3.83

Source: Survey by the author.

the sample respondents. More than 30% of the 
respondents are aged between 36-46 years, while 
the following majority of investors is in the older 
age group. In terms of education, around 45% of 
the respondents hold a Master’s degree indicating 
a modest rate of educated and learned investors as 
part of the retail investor base. However, with respect 
to monthly income, the largest group of respondents 
belong to the lowest income group.  There was bias 
with answer to this particular question because of 
the tendency of the individuals to understate their 
earning power. The largest group with respect to 
the total amount invested in DSE till date consists 
of 36.56% of the sample investors whose total 
investment has been less than Tk. 10 lac till date.  This 
statistic is explainable because the participation of 
retail investors has only lately increased over the last 
5-7 years resulting in a small cumulative investment 
when measured with the investor base in aggregate. 

Table 2.................................. Continued

The collective and cumulative decision of 
the retail investors is very important for the 
reputation of the corporate entities and also 
for ensuring better functioning of the financial 
market as the retail brokers become competitive.
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The table above presents the cross table analysis of 
the responses with respect to few major variables. 
Each of the three tables shows the distribution 
of the responses with respect to Total amount 
invested in DSE (TINV) and characteristic variable 
of the investors: Age, Education and Monthly income. 
Such cross tabulation is repeated with respect to 
investment performance variables too.

In terms of age, the middle aged population is the 
majority group having invested less than 20 lacs 
in DSE. Although around 19% of the sample have 
invested greater than 30 lacs. A slightly negative 
relationship prevails between age and total amounts 
invested.

Individuals holding higher education or postgraduate 

Total Amount invested in DSE and Age, Education and Monthly Income Respectively:

5.2 Cross table analysis 

Figure 1: Characteristic summaries of the sample respondents

Source: Survey Findings.

degree have invested a greater amount than those 
with less formal education. This causation may be 
arising from some other endogenous variables 
because, for example, people with higher education 
is better employed with a higher salary which can 
result in a bigger capital to be invested.

Surprisingly, individuals in the lower income group 
have greater amount invested in the stocks than 
those in  the higher income who might have their 
savings locked in other assets. This indicates that 
individuals with lower income are interested to 
increase their wealth by diverting their savings to 
the stock market and worry more on short term 
gains and losses because the amount invested is a 
substantial amount of their net worth.
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Similarly with respect to satisfaction of the investment 
decisions, the major respondent groups who agree to 
feel satisfied with their investment decision belong 
to the age groups of 26-35 and 36-45 with education 
level bachelor and Master’s. However, amidst investors 

whose monthly income is less than one lac, in this case 
too there is some kind of mixed satisfaction rating as 
we see the two major groups, one of which disagree 
and another which agrees belong to this group, though 
the larger group agrees is more optimistic.

Total Amount invested in DSE and investment performance:

Total Amount invested in DSE in the last year and Age, Education and Monthly Income respectively:

Return beating the market and Age, Education and Monthly Income respectively:

Satisfaction from the investment decision and Age, Education and Monthly Income respectively:

With respect to total amount invested last year(LINV), 
the highest proportion of investors are the middle aged 
group of 26-35 and 35-45 who invested less than 5 lacs 
in the last year. Less than 1 percent of the respondents 
have invested more than 10 lacs in the last one year. 
Interestingly, investors holding post-graduate education 
form the largest group of investors whose investment 

The cross tabulation of responses with respect to 
achieving a return that beats the market (RETBEAT), 
the major respondent groups who agrees to have 
outperformed the market on average belong to the age 
groups of 26-35 years and 36-45 years with education 
level bachelor and Masters. However, amidst investors 

is also concentrated to less than 5 lac in the last year. 
With respect to income, people in the lowest monthly 
income group (less than one year) consists of the 
largest group of respondents, 48.27% whose last year 
investment has also been less than 5 lac. This class of 
investors also forms the second largest group, 10.84% 
to invest more than Tk. 10 lac in the last year.

whose monthly income is less than one lac, there is 
some kind of mixed opinion with regard to this even 
though majority of two major group of investors who 
believe to have outperformed market belong to the 
income groups of less than Tk. 1 lac and Tk. 1-3 lac. 
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With respect to total amount invested and the 
investment performance, the largest group of 
respondents who are satisfied with their investment 
performance with respect to the three variables are 
those belonging to lower investment groups. These are 
mostly the small investors. Of course the investment of 
small and large investors are not comparable in terms 
of asset allocation and pattern of trading.

Multiple Regression between Total amount invested in DSE 
and investors’ personal characteristics:

In order to test the statistical significance of the 
relation between total amount invested and the 
investor’s personal characteristics, the following 
multiple regression is conducted:

Among the three personal characteristic variables, 
Age and Monthly Income hold a statistically significant 
positive relationship with the total amount invested 
in DSE indicating that older and richer investors 
tend to invest more in DSE. The significance of the 
intercept term shows the problem of a number of 
omitted control variables which will better explain 
the variability in the total amount invested in DSE. The 
R2of 3.9% is very small reflecting smaller variation in 
the response variable is explained by the variation in 
the explanatory variables. 

7.0 Conclusion
The main objective of this paper is to identify the 
behavioral bias retail investors incorporate in their 
investment outlook and decision. With the response 
of a survey previously conducted in Ho Chi Minh 
Stock Exchange in an academic study and using 
the behavioral factors from Waweru et al., (2008), I 
identify the behavioral bias that govern the investment 
decision of the investors. By summarizing the survey 
findings, I find evidence for the significance presence 
of representativeness, overconfidence, anchoring, 
gambler’s fallacy of heuristics theory, loss aversion, 
regret aversion and mental accounting of the prospect 

Multiple Regression Output

Source: Author’s computation.

theory, bias from external market factors. However, 
the evidence from the herding effect is mixed and will 
be diminishing over time as investors are being more 
‘financially’ educated over time. Analyzing statistical 
significance of such evidence is left for future research. 
Using cross table analysis, I discuss the distribution of 
the investors’ opinion of their investment performance 
with regard to each of the few socio-economic and 
personal characteristics individually. It is found that 
people with small capital, and post-graduate education, 
aged between 25-45 years, are those who are mostly 
satisfied with their investment performance. A 
multiple regression is conducted to see if the size of 
their investment (capital) depends on their personal 
characteristics. Interestingly, it is found that age and 
monthly income are positively related to the size 
of their capital and this relationship is statistically 
significant. There are issues of omitted variables 
which also affect their perception of the market and 
investment decision. These should be incorporated and 
further studied in a future research.  
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Abstract 
This paper investigates theoretical perspectives in supply chain control (SCM) and contributes to recognizing 
the current subject matters within the SCM and its future improvement. This paper conducts an evaluation of 
literature and purposes at mapping using theories within the discipline of SCM. We compare the associated 
topics of SCM research, searching in more records at famous theories, and endorse possible avenues for the area 
to develop.  Theory-building efforts in SCM persist scarce, with the predominance of a few famous imported 
macro theories having implications at the conceptualization of SCM and the subjects researched to this point. 
Additional theoretical contributions can probably emerge from the adoption of precise methodologies, the 
research of under-explored factors of SCM and the attempting out of currently superior frameworks. Drawing 
on the assessment we advocate an overarching map of well-known theories in SCM and description capability 
avenues closer to the maturation of the field of SCM. Some of suggestions are proposed to guide future studies. 
This have a look at constitutes a first step in the direction of information how theories in SCM are growing and 
how SCM has been conceptualized.

Keywords: supply chain management, theories, critical analysis.
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1. Introduction
A supply chain is a dynamic and involves the steady 
flow of goods, information, and finances between 
distinctive ranges. Supply chain management (SCM) 
is the integration of the supply chain activities 
through developed supply chain relationships, to 
obtain a sustainable economic advantage (Handfield 
and Nichols Jr., 2015). In unfolding the significance 
of concept in management and SCM research more 
mainly, we have presented the want of study and 
compare theoretical practices in the discipline with a 
purpose to convey updated future efforts. The theory 
of management is ambiguous and this is largely 
because of the truth that it has been evolved and 
advanced in a context of subjugated by an economic 
view of the company (Angus-Leppan et al., 2010). 
Ambiguities get up while looking to understand how 
the financial, human and environmental dimensions 
inter-relate and the relative importance of those 
elements. It is hard to translate the idea of SCM 
into tangible movements and insert those practices 
inside and among organizations (van der Heijden 
et al., 2012). There are built in inter-disciplinary 
and transformative problems to SCM studies. On 
this feel, expertise wherein opportunities exist to 
behavior research that embraces those additives 
and leads exercise is sizable. The presentation of 
numerous literature reviews in SCM is a signal that 
the sector is becoming greater famous and diagnosed. 
However, findings from those evaluations imply that 
there may be nevertheless an alarming dearth of 
theoretically grounded studies (Carter and Easton, 
2011). Other authors identified that there may be a 
relative deficiency of theoretically grounded research 
in SCM regardless of the developing quantity of 
empirical papers being to be had inside the problem 
(Mollenkopf et al., 2010). Hoejmose and Adrien-Kirby 
(2012) argued that the overly descriptive nature 
of current-day studies is beneficial in gathering 
knowledge approximately data but fails to make a 
robust theoretical contribution.

Many authors use SCM theoretical perspectives to 
demonstrate their knowledge in this discipline. It 
is argued that theories are related with knowledge 
creation and therefore attention must be given 
to their use and development whilst endeavoring 
to evaluate any instructional field.  As a result, the 
primary motivation of this paper was to understand 
theories in SCM so one can discover productive 

possibilities for research to develop. This paper 
consequently proposes to cope with the subsequent 
research questions: 1. What are the leading theories 
used within the discipline of SCM?  2. How they have 
played their role in the conceptualization of SCM?  3. 
What are the possibilities for the upcoming growth 
of SCM?

Conducting a literature survey constitutes an entire 
method to map out the theoretical perspectives 
further to the theoretical practices (i.e. constructing, 
finding out, absence) attractive in the discipline. 
Theoretical mapping can also assist take a look at 
and enhance the level of maturity of a place through 
scoping its place and essential troubles. Overall, this 
paper makes three contributions. First, it bridges 
broader debates on knowledge advent to the field of 
SCM, and consequently enriches the communication 
approximately its recognition as an educational 
discipline. Second, it presents an assessment of 
theoretical perspectives in the aspect of SCM. Finally, 
it proposes an overarching map of widely used 
theories in SCM, which captures the area of research 
inside the subject, and informs future research 
through the improvement of propositions.

2. Supply Chain Management 
Theories
In this paper we have studied the roots of widely 
used five organizational theories or views. These 
five theories or views are: resource-based view 
(RBV), stakeholder theory (ST), institutional theory 
(IT), transaction cost theory (TCT), and resource 
dependence theory (RDT). These theories and 
views are proposed by several authors to have the 
potential for explaining various aspects of SCM. Table 
1 presents the comparison of above mentioned 
theories of SCM.

2.1 Resource-Based View (RBV)

The resource-based view (RBV) of the firm indicates 
that firm behavior may be interpreted as a look for 
competitive gain. Within the competitive market 
sturcutre parties in the supply chain seek to get 
have an impact on over the elements of production, 
those can offer them with an aggressive facet over 
their closest competitors (Ahuja, 2000). In strategic 
management literature, the RBV of the firm plays 
dominating role (Halawi et al., 2005). Mitra et al. (2017) 
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states that the implementation of value creating 
method via a company affords a competitive benefit 
when it’s miles current or capacity competition 
simultaneously not put into effect a value creating 
strategy.  This aggressive gain may be sustained as lots 
as the popularity of a degree of overall performance 
situation to no longer simultaneously imitated with 
the useful resource of the by way of any current 
or feasible competition (Bromiley and Rau, 2016). 
Resource diversity and resource immobility are 
the two major assumptions of the resource-based 
view of corporations (Barney, 1991; Mata et al., 
1995). In keeping with Mata et al. (1995), beneficial 
resource diversity (useful resource heterogeneity)  is 
involved with ownership of resource or capability, if 
several rival agencies own the same useful resource 
or functionality of the focal company, then that 
resource cannot offer a competitive benefit over 
the competitors. Resource immobility explains 
the complexity of accomplishing a resource via 
competition due to the fact the cost of attainment, 
improvement, acquisition or use that resource is 
too immoderate. Because of this, the sustainable 
competitive benefit depends on these assumptions 
via imparting a framework for figuring out whether 
or not a technique or technology provides a real gain 
over the marketplace. The RBV of the firm shows that 
an company’s human capital management,  technology 
control, and innovation, in addition to R&D practices, 
can make a contribution appreciably to maintaining 
compettive gain and are hard to imitate (Afuah, 
2000; Mata et al., 1995).  Therefore, the advent of 
resource diversity (intellectual human capital and 
skills) and resource immobility (complicated method 
of constructing/attainment), fosters the sustainable 
competitive advantage creation and improvement.

In a supply chain relationship, even as numerous 
resources owned or managed through opposite 
numbers, there can be a complicated supply chain 
relational function, than that of direct coordination 
relationship concerning interdependency context 
(Touboulic and Walker, 2015). The RBV means that 
the reason for introduction of accept as genuine 
with based absolutely collaborative value makes 
ground of assets pooling to shape supply chain 
relation. Immobility, inimitability, sustainability are a 
few traits of resources which emphasize on value 
creation, and thereby assists in improvement of 
supply chain alliance. Das and Teng (2000) said 

structural possibilities in terms of key four kinds of 
supply chain alliances (equity joint ventures, minority 
equity alliances, bilateral contract-based alliances, 
and unilateral contract-based alliances) which can 
be determined by using the useful resource profiles 
of partnering corporations. Consistent with Ahuja 
(2000) the resources that could offer advantages have 
three specific characteristics. First, resources can 
create value for the firm, i.e. they help firms to either 
lessen cost of inputs which influence on overall cost 
of manufacturing, or benefit more values of outputs. 
Second, they may be often organization specific in 
nature are both unavailable outside the developing 
company or undergo an attenuation of their cost if 
separated from true company. Third, resources are 
probably to be asset-based whose advent calls for 
accumulation of inputs through the years i.e. cannot 
be at once developed.

2.2 Stakeholder Theory (ST)

The stakeholder management rationale for supply 
chain formation envisions firms on the center of an 
association of stakeholders. A firm’s stakeholders 
are any group of those who can have an effect 
on or are laid low with the firm (Freeman, 1994), 
along with its investors, suppliers, employees, 
customers, competitors, neighborhood groups 
wherein it operates, regulatory agencies, and 
so forth (Touboulic and Walker, 2015).  On this 
context, Jensen and Meckling (1976) consult with 
a firm as a “nexus of contracts” among itself and 
its stakeholders. Those contracts are each formal 
written documents and casual agreements primarily 
based on expectancies (Jones, 1995). Top managers 
are the primary contracting marketers for the 
company because they agree with stakeholders, 
either without delay or not directly, and because of 
their relative positions with regard to the control 
of organizational resources. Stakeholders are 
treasured in that they help a firm reap its objectives 
(Freeman, 1984). Stakeholder relationships, however, 
are continuously at danger, either voluntarily or 
involuntarily. Consistent with Donaldson and Preston 
(1995), the stakeholder control attitude requires 
businesses to give simultaneous attention to the valid 
pursuits of all relevant stakeholders inside the crucial 
operational and strategic choices that it makes. But, a 
commonplace false impression related to stakeholder 
principle is that all stakeholders are considered 
equal. Such is not the case. As Harrison and St. 
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John (1996) factor out, one of the starting factors 
in effective stakeholder management is figuring out 
which stakeholders remember most. Consequently, 
the stakeholder literature gives a few guidance with 
regard to resolving “moral dilemmas,” in which the 
interests of a couple of, competing stakeholders are 
in warfare (Freeman and Gilbert, 1988). 

A commonplace angle located in the stakeholder 
literature is that corporations initiate for 
coordinating stakeholder interests (Busse et al., 
2017). This angle is based totally on the belief that 
groups are, by way of nature, cooperative systems 
(Camilleri, 2017). Because of their cooperative 
nature, organizations are inclined to form coalitions 
with stakeholders to achieve common objectives 
(Axelrod et al., 1995). Those coalitions are variously 
referred to as constellations, networks, and strategic 
networks (Jones et al., 1997). These cooperative 
relationships may be a powerful mechanism for 
aligning stakeholder pursuits and also can assist a 
company reduce environmental uncertainty (Kraatz, 
1998).

2.3 Institutional Theory (IT)

Institutional theory suggests that institutional 
environments impose pressures on corporations 
to seem valid and comply with prevailing social 
norms. Making use of this idea in an enterprise 
context, institutional pressures presumably motivate 
companies to pursue goals on the way to growth their 
legitimacy and cause them to appear like in agreement 
with the prevailing guidelines, requirements, and 
norms of their business environments (Oliver, 
1990; Touboulic and Walker, 2015). One way that 
corporations can do this is through participation 
in supply chain relationships. For example, a small 
firm can increase its visibility, reputation, image, 
and prestige via partnerships with larger, higher-
mounted businesses. In practice, the payoff for 
this sort of strategy may be very significant. As an 
instance, a small firm which can say that it has active 
strategic supply chain with “Intel, Hewlett-Packard, 
and Motorola” earns good sized legitimacy and 
stature among its industry settings. This situation is 
regular with the consequences of a case observe via 
Wiewel and Hunter (1985), who observed that new 
organizations are capable of boom their legitimacy as 
a characteristic in their capacity to set up affiliations 
with familiar organizations. Improved legitimacy may 

be very important. Legitimacy (which can be acquired 
in component via supply chain relationships) may 
be the important thing that opens the doorways 
to other relationships that help a company benefit 
get admission to essential resources and expertise. 
Institutional pressures encourage companies to take 
part in supply chain relationships for other motives. 
As an example, membership in an organization that 
promotes socially applicable goals may decorate a 
company’s recognition (Huang et al., 2016). High-
profile charitable organizations frequently gain from 
this form of legitimacy approach. Part of the purpose 
that a busy CEO may be willing to chair a united way 
power or assume the presidency of a no longer-for-
profit industry exchange group is to decorate the 
visibility and reputation of his or her company. The 
importance of image turned into validated in one 
of the few empirical research that link supply chain 
relationships and institutional idea. Schermerhorn 
and Shirland (1981) discovered that situation for 
image became connected to the level of supply chain 
control coordination among hospitals. Similarly, even 
though companies have many reasons for becoming 
a member of alternate institutions and consortia, 
image certainly plays a position in those precise 
forms of supply chain relationships.

Within the context of supply chain relationship 
formation, institutional concept is probably precious in 
helping describe why companies behave the way they 
do.  Alongside looking to attain legitimacy as a way of 
improving a firm’s recognition or demonstrating social 
worthiness, companies are also inspired to definitely 
conform as a means of attractiveness and survival 
(Oliver, 1991). One approach for attractiveness and 
survival is to virtually acquiesce to the surroundings. 
This approach frequently involves imitating or 
mimicking enterprise norms.  This concept is steady 
with the concept of mimetic isomorphism (Kauppi, 
2013), which says that the managers of companies 
either consciously or unconsciously mimic the 
techniques of successful firms.  As a result, many 
corporations can also have dealings in supply 
chain relationships honestly due to the fact several 
successful firms of their industries are doing so. The 
pervasiveness of supply chain relationships in a few 
industries may be very excessive.  Powell et al. (1996) 
made the remark in his have a look at of the biotech 
industry that companies without partnerships are 
getting rare, and that the generic firm has more than 
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one partnership. This finding indicates a population 
ecology explanation for the formation of supply 
chain relationships. 

2.4 Transaction Cost Theory (TCT)

Transaction cost theory (TCT) has acquired a 
wonderful deal of interest within the literature on 
supply chain management (Williamson, 1985, 1991).  
In a nutshell, TCT specializes in how an employer 
ought to organize its boundary spanning sports if 
you want to reduce the sum of its manufacturing 
and transaction costs. The manufacturing costs 
of corporations range due to the scale of their 
operations, getting to know/revel in results, region 
advantages, and proprietary affects inclusive of 
patents and trade secrets and techniques. Transaction 
expenses additionally vary, and consist of costs 
related to arranging, managing, and monitoring 
transactions across markets (Halldorsson et al., 
2015). The capacity of a trading associate to show 
off opportunistic conduct, defined as behavior that is 
self-fascinated or misleading, drives transaction costs 
higher. 

In his early writings, Williamson (1985) recognized 
markets and hierarchies as the two modes of 
organizing and later stated the extra function of 
supply chain relation. It is assumed that the maximum 
efficient possibility will succeed for any given 
transaction confronting a company.  The purest utility 
of TCT is the make or buys selection.  In a free market, 
it is typically inexpensive for a corporation to buy 
a standard product from an organization that is an 
expert at producing it than it’s to make the product 
itself. But, the marketplace “fails” whilst transaction 
expenses are prohibitive in the judgment of the 
key decision-makers in a company. A marketplace 
failure forces a firm to internalize an in any other 
case marketplace alternate. On this context, TCT 
explains why a corporation may select to internalize 
the manufacturing of a component part despite the 
fact that its manufacturing costs are higher than 
those presented by the specialist firm. A supply chain 
relationship, which includes a supply chain network 
form, is an alternative to a market or an organizational 
hierarchy. The make or buy selection expands to 
make, buy, or partner.  Alternatively, joint ventures, as 
an example, comprise characteristics that assist keep 
away from the issues of both markets and hierarchies 
(Koh and Venkatraman, 1991; Touboulic and Walker, 

2015).  A joint assignment helps corporations keep 
away from the expenses of opportunism and tracking 
which might be inherent in marketplace transactions 
through ownership incentives and will increase the 
likelihood that the partners will avoid opportunistic 
conduct within the hobby of maintaining the 
partnership (Osborn and Baughn, 1990). At the 
identical time, a joint task can help keep away from 
the want for a company to internalize a hobby that 
might not be aligned with its distinct skills or may be 
tough and highly-priced to control (Harrigan, 1988). 
Global supply chains are popular for these motives. 
Corporations regularly enter foreign markets 
through supply chains with nearby partners. 

Regardless of its intuitive attraction, many authors 
were vital of TCT and its capacity to provide an 
explanation for the formation of supply chain 
relationships. TCT is confined to the efficiency and 
cost-minimizing rationales for alliances (Ghozzi et al., 
2016).  Alliances can be shaped for different reasons, 
inclusive of mastering and legitimacy.  Those motives 
attain beyond the TCT reason. TCT’s recognition 
on value and performance additionally neglects 
to consider other crucial criteria for supply chain 
alliance formation, together with the perceived 
fairness of an ability alliance associate (Ring and Van 
de Ven, 1994). In addition, many organizational and 
“people” issues are assumed away by the natural 
TCT framework. The assumption is that everyone 
worried in a partnership will get alongside, and 
that the corporate cultures of the members will 
meld together smoothly. Human beings regularly do 
not get along and the company cultures of alliance 
companions regularly conflict. Perhaps the maximum 
condemning complaint of TCT is that it is able to 
no longer remember to real decision makers.  In 
a multiple case look at investigation of alliances, 
Faulkner (1995) carefully explained TCT ideas to 
executives who had been concerned in forming 
alliances. None of the executives interviewed 
indicated that transaction costs had even implicitly 
encouraged formation of their supply chain alliances.

2.5 Resource Dependence Theory (RDT)

Resource dependence theory (RDT) offers inter-firm 
governance as a strategic response to conditions of 
uncertainty and dependence between exchange 
partners (Heide 1994), building on social alternate 
theoretical perspective, RDT specializes in how some 
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corporations end up reliant on others for needed 
resources along with items and substances, and the way 
companies can effectively manage such relationships 
(Jajja et al., 2017).  The uneven interdependence that 
is present in such relationships is often considered 
vital for reduction of environmental uncertainty 
(Ketchen and Hult 2007).  In the supply chain context, 
supply chain contributors often work collectively to 
acquire common goals and grow to be increasingly 
more dependent on each other, for that reason, RDT 
gives a dominant explanatory energy on this context. 
Several authors speak implications of this principle 
for key elements of supply chain control (Crook and 
Combs 2007). RDT complements the RBV in that it 
perspectives the employer as looking for to exploit 
and recombine particular and inimitable sources that 
can be outdoor the world of the enterprise and in 
which strategic orientation toward the relationships 
may want to result in the appropriation of these 
resources (Fynes et al. 2008).

One commonplace reason for the formation of 
supply chain relationships that fits the resource 
dependence paradigm is that corporations enter into 
partnerships to take advantage of complementary 
belongings.  This strategy is accepted, as an example, 
amongst small biotech companies and massive 
pharmaceutical agencies. The massive businesses 
are keen to partner with small companies as a way 
of tapping into their reducing part research and 
entrepreneurial energy. In addition, the small firms 
are keen to accomplice with large groups to benefit 
get right of entry to their financial resources and 
distribution channels (Fisher, 1996). Each aspect 
comes collectively due to resource desires. Other 
forms of alliances fulfill distinct resource desires. 
As an example, membership in a trade association 
might also offer a company access to big offerings at 
low fees, relevant enterprise information, legal and 
technical advice (through a trade journal or website), 
and a platform for collective lobbying (Oliver, 1990). 

While resource dependence theory has trustworthy 
appeal, it has limitations with regard to explaining 
supply chain alliance formation (Zhang and Huo, 
2013).  As an example, it does not give an explanation 
for why corporations may pursue other strategies 
besides alliances to meet perceived resource 
deficiencies. Strategies consisting of mergers and 
acquisitions, recruitment of key personnel from 

competition, and elevating new capital to achieve an 
aid through a market transaction are often decided 
on as opposed to supply chain alliance formation 
(Kahkonen et al., 2015). Similarly, as no firm is self-
sufficient, and hence companies will must interface 
with their environments to reap needed assets as 
per the RDT.  How groups decide to try this, and 
whether or not variables consisting of transaction 
costs, possibilities for studying, and organizational 
legitimacy are taken into consideration, is left to 
other theories to determine. Ultimately, resource 
based theories do no longer shed much light on 
how organizational competencies are developed. 
The concept makes a specialty of the need for 
vital resources and the need for social exchange, 
as opposed to the extra complicated theoretical 
project of describing how skills are evolved and how 
inter-company transfers of talents virtually take area.

Summary of the above mentioned theories are 
follows:

Resource-Based View (RBV): The primary 
concern of RBV is about obtaining access to another 
firm’s core competencies to gain competitive 
advantage. RBV believes that a firm’s resources and 
capabilities are its most important assets. RBV is one 
of the most adopted theories in SCM literature.

Stakeholder Theory (ST): Stakeholder theory 
concerns not only about shareholders but also 
stakeholders. It focuses on value cr5eation for 
stakeholders.  This theory is used to several business 
decisions such as supplier strategy, outsourcing 
strategy, make-or-buy decision etc. SCM decision 
making and ST is closely related with each other. 

Institutional Theory (IT): Institutional pressure 
and legitimacy can strongly influence the formation 
and development of formal structure in a corporate 
body.  A structured organization can ensure technical 
efficiency that legitimated that organization in the 
competitive environment. This theory has implications 
on conceptualization of SCM and related issues.

Transaction Cost Theory (TCT): It tries to 
explain the necessity of the firms for which it exist. 
TCT aims to reduce the costs associated with 
carrying out a transaction when deciding whether 
to make-or-buy in the context SCM. Make or buy 
decision are influenced by three attributes of a firm. 
They’re frequency of transaction, asset specificity and 
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degree of uncertainty associated with a transaction. 
In general TCT theory argues that different control 
and governance mechanisms should be employed to 
mitigate the risk of opportunistic behavior of supply 
chain firms when outsourcing.

Resource Dependence Theory (RDT): 
Multidimensional resources are needed for a firm. A 
firm may not be able to deal with equally with all the 
resources. For this reason, it may develop relationship 
with others. RDT states that firms should create an 
exchange relationship in the society so that they can 
get access to complementary and heterogeneous 
resources to survive and thrive.

Competitive gain through value creation is the 
principle consciousness of resource-based view. 
This value creation is ensured by developing 
inimitable tangible and intangible resources in supply 
chain relations. Stakeholder theory is the mostly 
recognized theory in supply chain development.  This 
theory is concerned about the every players of the 
society who are directly and indirectly related with 
operations of firms. Because of cooperative nature 
of SCM, organizations are inclined to form coalitions 
with stakeholders to achieve common objectives. 
Stakeholder theory also suggests cooperation 
with all stakeholders and resulting reduction of 
environmental uncertainty. Institutional theory 
recommend that institutional surroundings impose 
strain on businesses to seem valid and conform social 
norms. In the context of supply chain relationship 
formation, institutional theory is probably precious 
in helping describe why firms behave the manner 
they do. In conjunction with trying to attain 
legitimacy as a way of enhancing a firm’s recognition 
or demonstrating social worthiness, firms are 
also motivated to sincerely conform as a way of 
acceptance and survival (Oliver, 1991). Transaction 
cost theory is a precious framework for describing 
the vertical integration in SCM research. But, this 
concept typically carries a neoclassical view of 
corporations as black boxes of operation. This idea 
focuses on minimization of the sum of production 
and transaction charges. Supply chains can reduce 
uncertainty because of market failure and reduce 
costs related to setting up a hierarchy. Resource 

3. Applications and Limitations of 
SCM Theories
After describing the broadly used five theories and 
perspectives in the area of SCM studies, it is argued 
that some aspects of supply chain operations may 
not be fully designated with the above mentioned 
frameworks of thought. Table 2 presents the 
main argument in each theory or perspective for 
application in SCM field.  Table 3 summarizes the 
main limitations of each theory in the context of 
SCM as described above. 

Characteristics RBV ST IT TCT RDT

Behavioral 
assumptions

Bounded 
rationality 

Trust

Bounded 
rationality 

Goal conflict

Bounded 
rationality 
Legitimacy

Bounded 
rationality 

Opportunism

Bounded 
rationality 

Trust

Problem 
orientation

Internal 
competence 
evelopment

Contractual 
design

Legitimate  
governance 
structure

Efficient 
governance 
structure

Dyadic 
relationships

Time 
dimension

Static/dynamic Static/dynamic Static Static Dynamic 

Primary focus 
of analysis

Resource 
attributes

Contracts and 
incentives

Institutional 
attributes

Transaction 
attributes

Interfirm 
relations

Function of 
relationships

Access to 
cementary 
resources

Efficient 
division of 

labor

Institutional 
pressure 

Market failure
Access to 

heterogeneous 
resources

Primary 
domain of 
interest

Production of 
firm resource/

capability

Alignment of 
incentives in 

dyads

Social 
recognition 
and survival

Exchange and 
transaction

Exchange and 
adaptation 
process

Theory Justification for Application

Resource-Based View 
Tangible and intangible resources influence the 
creation, sustainability, and competitive advantage 
of the firm 

Stakeholder Theory
Stakeholders’ issues and integrative social 
contacts motivates firms to be social oriented

Institutional Theory
Monitoring environment for collaborative 
opportunities Following best practice 

Transaction Cost 
Theory

Reducing cost generated through asset specify 
and uncertainty.  Vertical Integration 

Resource 
Dependence Theory

Several-party interfirm relations increase the 
resources capabilities and competencies of the 
individual firms 

Source:  Adapted from Halldorsson et al. (2007)

Source:  Adapted from Miri-Lavassani and Movahedi (2010)

Table 2:  Applications of SCM Theories

Table 1: Comparison of SCM Theories
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Resource-based view pays more interest to value 
creation. It focuses merely at the actors - and 
therefore processes, which are directly linked with 
the organizational operations. How can stakeholder 
theory be almost carried out in a large firm that isn’t 
mentioned in this idea. In addition, stakeholder theory 
have to be visible as a “macro” in preference to a 
“micro” orientation that gives prescriptive decision 
like transaction cost theory.  Also, specifically as 
they follow to supply chain relationship formation, 
stakeholder models are more descriptive than 
prescriptive.  One of the shortcomings of institutional 
theory related to supply chain management, amongst 
various institutional theories is that the alternate 
methods, improvements, and improvements are 
viewed in this theory as reactive plans to deal with the 
outside stress.  As a result - in step with this concept 
- over the time, companies turns into homogeneous. 
Whilst this idea has applications in a particular 
environments and contexts, within the different 
cases of organizational supply chain and operation, 
this theory won’t be able to fully describe a number 
of the specific and modern system management 

Theory 

Resource-Based View 

Value creation through collaboration; Propose 
strategies for organizations to acquire the 
resources; Intangible resources. Multi-party 
relationships with open system view

Stakeholder Theory
Stakeholder theory is accepted on faith, and more 
descriptive than prescriptive.

Institutional Theory
Shaping organizational strategies is mostly 
influenced by “external pressure”; hence over the 
time organizations become homogeneous 

Transaction Cost 
Theory

Provision of intra-organizational level guidelines. 
Attention to indirect costs; Addressing personal 
and human relations among actors in the supply 
chain. 

Resource 
Dependence Theory

Describing more mature integration mechanisms 
beyond networking 

Source:  Adapted from Miri-Lavassani and Movahedi (2010)

dependence theory is rooted in an open mechanism 
framework that argues that all firms need to have 
interaction in exchanges with their surroundings 
to gain assets. Firms develop supply chain relations 
to exert power or manage over firms that possess 
scarce sources. Rather, a company may participate 
in an interfirm relation in order to fill a perceived 
resource need.

Table 3: Limitations of SCM Theories

practices.  Transaction cost theory specializes in cost 
and efficiency also neglects to don’t forget other 
vital standards for interfirm relationship formation, 
along with the perceived fairness of a potential 
partner. This theory does not provide substantial 
recommendations at intra-organizational degree for 
value creation. The resource dependence theory 
makes a specialty of the want for important resources 
and the necessity for social exchange, rather than the 
more complex theoretical task of describing how 
abilities are advanced and how interfirm transfers of 
abilities absolutely take place.

4. Conclusion
While many studies in the field of SCM cope with 
providing conceptual definition of advancements on 
this field less attentions has been paid to identification 
and solicitation of theories. The paper provides a 
fundamental analysis of common theories of SCM. In 
analyzing the theories, the historical improvement of 
every theory is described via complete evaluation of 
the literature. Furthermore, the use of every concept 
in SCM is defined with examples from the scholarly 
literature. Following the depiction on the application 
of common organization theories in the context of 
SCM, some of the limitations of the theories are 
described. We’ve got stated within the evaluation 
that theories convey with them the assumptions of 
their mother subject, and consequently a significant 
limitation of our map is that it brings together 
unrelated traditions under a single roof.  This 
paper is a preliminary step towards the theoretical 
dynamics in SCM, and it encourages in additional 
analyses to enhance the findings. The integration 
and holistic understanding of SCM appears is the 
principle challenge for upcoming days. Testing and 
similarly developing current frameworks constitutes 
a possible future avenue for know-how to develop 
in a consistent way in the area. We can say that the 
combination of a couple of theoretical perspectives 
as a manner to provide true insights into the world 
and assist define the boarders of the theories 
more carefully.  We also suggest that authors would 
possibly want to contemplate more micro and if 
possible multi-level methods to learning SCM as 
each are likely to cause new insights within the field 
and permit capturing it’s a couple of aspects more 
comprehensively.
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There may be a want for researchers to interact in 
more theory building. The richness of the settings 
for empirical studies wishes to be exploited towards 
emergent revolutionary theoretical ideas.  The 
system of theory development in SCM need not to be 
limited to the conventional deductive model related 
to the trying out of hypotheses. Suitable theories 
are probably to emerge from innovative and original 
studies techniques that offer particular insights into 
the practical problems within the subject. Empirical 
proof is an essential input for theorizing, but it needs 
researcher’s ability to create new knowledge. The 
remaining factor exhibits the implications of this paper 
for managers looking for to improve the SCM agenda. 
It has arguably fomented research into methods 
businesses can deal with external risks and become 
actually long-term oriented in SCM. It is therefore 
vital to nurture the connection among practice and 
academia. Relevant theoretical frameworks offer 
a way to simplify and cope with the complicated 
challenges posed with the aid of SCM. Theories 
may be evolved and examined via interaction with 
practicing managers, who’re in a position to inform 
where the “great” problems that SCM studies needs 
to deal with.  The future development of theories in 
SCM is tightly related to its practical roots. Indeed, 
there may be nothing so practical as a worthy theory, 
as it permits practitioners apprehend and reply to 
real existence SCM problems. 
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Performance Calibration:
A Critical Review

Abstract:
To eliminate the problems of existing appraising methods, academicians and researchers have talked about some 
contemporary issues.  Among all those issues, ‘Performance Calibration’ has gained much more popularity and 
acceptance.  It is a performance review process where managers of different departments meet to analyze 
the performance of their employees, achieve agreement on the ratings given by them and differentiate high 
performers from the lower one. Though performance calibration is one of the promising issues in the field of 
performance evaluation, very little research has been conducted on this topic. This paper aims at reviewing the 
existing literature and providing a conceptual framework of performance calibration. This paper also shows the 
calibration process, the calibration meeting preparation and checklist, meeting agenda, feedback to employees, 
benefits and challenges associated with the performance calibration. Though performance calibration is a very 
new concept in the field of performance evaluation, it has the potential to remove the problems of existing 
performance appraising methods and can ensure fairness in the mind of employees.

Keywords: Performance Appraisal, Calibration, Facilitator, Calibration Session, Feedback.
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1. Introduction
Performance Appraisal is a very challenging task 
for any organization as it is often questioned by 
the employees for biasness and raters’ error. HR 
specialists, academicians and researchers are trying 
to find the best solution to remove these problems 
and help the organization to identify high and 
low performers. An organization should rate its 
employees accurately, efficiently and effectively. But 
very often employees don’t understand the process 
and blame superiors for the poor ratings provided 
by them. As a result, employees become frustrated 
and dissatisfied. Recently, the term ‘performance 
calibration’ is gaining popularity and acceptance for 
its promising role in removing rating errors and 
biasness. Caruso (2012) affirmed that performance 
calibration can remove the confusions among 
employees as it is a process where managers provide 
the final ratings after successful discussion with the 
employees. Miller(2014) added that organizations 
need to have their own ratings distribution guidelines 
and should arrange calibration session for ensuring 
the appropriateness of the ratings. Daniel (2012) also 
agreed that the calibration meeting is very helpful for 
differentiating high performers from the lower one 
for rewarding them.

Research studies on performance calibration are very 
few even in the advanced countries. So far, no study 
has been conducted on the performance calibration 
that details the entire process and its importance. 
This study will help HR managers and practitioners to 
have a clear idea about the calibration process, how 
to conduct it and its benefits to the organization. This 
paper can be a helping hand for organizations facing 
different rating problems. Performance calibration 
can solve the problem of rater’s error through the 
calibration session and providing training to raters. 
Performance calibration is necessary for ensuring 
the accuracy and fairness of the ratings and making 
managers liable for the ratings provided by them. 
It is also helpful for finding the high achievers and 
identifying the lower one to provide them with 
development plans.

2.  Objectives of the Study
The main objective of this study is to get an in depth 
idea about the concept of performance calibration. 
The secondary objectives are:

• To have a conceptual framework of performance 
calibration.

• To identify the calibration process, sessions, 
calibration meeting; meeting preparation and 
checklist, meeting agenda, feedback to employees 
and benefits of performance calibration based on 
some previous studies.

• To assess the challenges associated with 
performance calibration.

• To recommend some measures for successfully 
implementing the calibration process.

3. Methodology
This paper is aimed at searching the existing literature 
on performance calibration. This study is conducted 
on the basis of secondary data. Though the term 
‘performance calibration’ is very popular among 
developed countries, it is very new for Bangladesh. 
So, the secondary data have been collected from 
journals, research papers and newspaper articles 
which are mainly internet based. But the authors 
have interpreted the data in the light of the objectives 
mentioned in earlier section.

4. Existing Methods of Performance 
Appraisal
There are many methods for appraising the 
performance of employees. But no authentic data 
are available as to whether all of these methods are 
being used by different organizations. Still all of them 
are important as their application acquaints meaning 
to the concept of performance appraisal. These 
methods are:

4.1 Rating scales:
Rating scales assess a person on the quality and 
quantity of his or her work using several numerical 
scales ranging from excellent to poor. The total 
numerical scores are computed for deriving final 
conclusions and providing feedback. This method 
is very easy to use, less costly and appropriate to 
evaluate any type and number of employees. But this 
method is often criticized for rater’s biases.

4.2 Checklist:
In this method, a checklist is prepared containing 
the statements of traits of employee in the form of 
‘Yes’ or ‘No’ based questions. The actual evaluation 
is done by HR department. This method is very easy 
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to administer and requires less training to raters. 
This method is also criticized for rater’s biases and 
improper weighs by HR.

4.3 Forced choice method:
In this method, a list of statements regarding the 
performance of the employees is presented to the 
evaluators. The evaluators are forced to make a 
choice regarding which statement is true or false. 
The HR department does actual assessment of the 
employees. This method is free from biasness but the 
statements may be wrongly framed. 

4.4 Forced distribution method:
In this method, the evaluators rate their subordinates 
according to a pre-determined distribution scale 
given by the organization. The judgments are relative 
basis like evaluating a person relative to his or her 
performance in the group. This method is also free 
from personal biasness but the rating distributions 
may be unrealistic and prone to central tendency 
errors.

4.5 Critical incidents method: 
This method is focused on certain critical behaviors of 
employee that make differences in the performance. 
Supervisors are asked to record all those incidents 
for making periodical appraisal. This method is also 
free from rating errors. But the incidents can be 
forgot or prioritized by the evaluators.

4.6 Behaviorally anchored rating scales: 
In this method, the assessments are based on the 
behavior or action of an employee over a particular 
situation. This method combines the elements of 
both rating scales and critical incidents method. This 
method also helps to reduce rating errors but this is 
very time consuming and costly.

4.7 Field review method:
This is an appraisal system done by someone who is 
not from an employee’s own department. The person 
may come from HR department or other corporate 
departments. This method is very time consuming 
though it is useful for managerial level promotions.

4.8 Confidential records:
Here the report is given in the form of Annual 
Confidentiality Report (ACR) recording some items 
like attendance, team work, leadership, initiative, 
technical ability, reasoning ability, resourcefulness 
etc. Though the system is highly secretive and 
confidential but the ratings can be manipulated and 
prone to biasness.

4.9 Essay method:
In this method the raters write down a paragraph 
on the strengths and weaknesses of their employees. 
This method is very useful in filing information gaps 
about the employees but is highly dependent upon 
the writing skills of raters.

4.10 Management by objectives (MBO):
Here the performance is rated against the 
achievement of objectives stated by the management. 
It is very useful for managerial positions but not 
applicable to all types of job.

4.11 Assessment centers:
An assessment center is a central location where 
managers participate in job related tasks which is 
evaluated by trained observers. This method is very 
useful for the fair promotion of the employees but 
the wrong assessment may lead to wrong decisions.

4.12 360 Degree Feedback:
It is a modern technique in which employees receive 
performance feedback on a variety of dimensions by 
the persons with whom he or she interacts for the 
purpose of the job. This technique is highly useful 
for self-development, measuring inter-personal skills, 
customer satisfaction and team building skills. But the 
feedbacks can be intimidating and threatening.

It is evident from the above discussions that almost 
all types of appraising methods use rating scales for 
measuring the performance which are prone to 
biasness and errors. Performance calibration can 
solve the problems of raters’ biasness and errors and 
ensure fairness in the appraising process.

5. Review of Literatures
5.1 Performance calibration: Daniel (2012) 
defined performance calibration as a process where 
managers of different departments meet to assess 
the ratings provided by them in order to ensure 
equivalent assessment of employees doing similar 
jobs. This process gives managers the advantage 
to share their views and understanding regarding 
the core competencies and expected employee 
behavior. It also helps to identify high performers 
to reward them and average or low performers to 
provide them with appropriate developmental plans. 
Caruso (2012) affirmed that performance calibration 
ensures the application of identical standards for 
all the employees which eliminates the feeling of 
unfairness among the employees. So, in simple 
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words, performance calibration is a process where 
managers meet to use similar standards for analyzing 
the performance of their employees, achieving 
agreements on the ratings and differentiating high 
performers to give reward and low performers to 
provide developmental plans.

5.2 Calibration sessions: The main objective 
of the calibration sessions is to ensure the use of 
identical standards by managers for appraising their 
employees. It helps to remove the belief of ‘tough 
graders’ and ‘easy graders’ in the mind of employees 
that creates dissatisfaction among them. According 
to Goldberg (2008) calibration sessions can be in 
two forms: 

5.2.1 Rating against a well-understood standard: 
Here the HR department of an organization develops 
behaviorally-anchored rating scales and then train 
their managers regarding how to apply these scales 
for rating different employees in different situations. 
This approach is helpful for developing a common 
understanding among managers before rating their 
employees and dealing with different situations.

5.2.2 Strong facilitation: Strong facilitation is 
necessary for the proper application of calibration 
process. Here managers of different departments 
meet to discuss the performance of their employees 
and try to remove their confusions regarding the 
ratings with proper justification.

Both approaches create the opportunity of 
conversations among managers about the ratings and 
performance of their employees. Still controversy 
is there regarding which approach is best for the 
organization.

5.3 The performance calibration meeting: 
According to Caruso (2012), performance calibration 
meeting is conducted with supervisors and managers 
who are responsible for conducting performance 
appraisals. An HR manager or business partner can 
play the role of facilitator to ensure that the desired 
goals are met. Ultimately, the decision regarding 
whom to involve or not is based upon the structure 
and culture of that organization. QA analysts, frontline 
supervisors, trainers, team leaders and agents can 
also be a part of performance calibration meeting. 
The size of the meeting group should be considered. 
The larger the group, the more chances are there to 
go beyond the time frame and achieving frustrated 
result. Sub-groups can be allowed if necessary.

5.4 Calibration meeting preparation and 
checklists: Caruso (2012) suggested managers 
to complete draft performance appraisals before 
starting the calibration meeting and be prepared to 
discuss their ratings with their peers and managers. 
During the calibration meeting, the managers review 
the proposed overall ratings and try to reach the 
consensus of all the participants. A ground rule of 
the meeting is that the ratings should not be changed 
forcefully rather voluntarily by the respective 
managers. The tasks of a facilitator are to aggregate 
data, encourage participation and discussions among 
managers and help them to reach in a consensus. 
Productive performance calibration meetings help 
managers to evaluate their employees accurately and 
eliminate the biasness and unfairness in the ratings. 
Caruso (2013) provided some checklists that can 
make the performance calibration meeting successful. 
They are:

• Preparing a schedule and timeline with key dates 
of calibration meetings in advance so that the 
participants can understand the expectations of 
the meeting.

• Conducting performance calibration meeting 
before starting individual performance review 
meeting and taking compensation decisions.

• Urging managers to complete draft performance 
appraisals and help them prepared for the group 
discussions.

• Compiling and examining performance data, 
critical factors and performance distributions by 
the facilitator before starting the meeting.

5.5 Performance calibration meeting 
agenda: Caruso (2012) provided some agendas for 
performance calibration meeting. They are-

• Maintaining confidentiality of the information 
discussed and the outcomes of the meeting by all 
the participants involved. 

• Reviewing the rating scale/s properly and 
understanding what each rating means.

• Comparing the performance distribution with the 
previous and desired distribution. 

• Presenting and discussing the performance rating/s 
of each and every employee and the managers’ 
explanation or rationale behind the rating.

• Reflecting the performances of the employees 
accurately and making the meeting productive 
through voluntary adjustment of ratings.
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For the effectiveness and efficiency of performance 
calibration meeting, the participants can use 
performance management software. This software 
helps HR and business unit leaders with immediate 
and direct access to individual and aggregate level 
performance evaluation data. It also helps the 
participants to collaborate with others, review 
performance ratings and analyze historical data.

5.6 Performance feedback: After completing 
the calibration meeting and having ratings approved 
by the facilitator, managers are responsible for 
providing performance feedback to their employees 
in an objective and helpful manner. Feedback can 
be both positive and corrective. Managers should 
communicate both. Miller (2011) stated that an 
effective feedback should have five key elements- 
behaviorally based, specific, timely, balanced and 
actionable.

6.  Conceptual Framework of the   
 Study

After analyzing and reviewing previous literatures on 
performance calibration, it is evident that almost all 
authors have talked about a sequential process to 
calibrate the performance of employees. Using their 
concepts and judgments, a new model of performance 
calibration has been developed (Figure-1).

7.  Benefits of Performance Calibration
Experts (Goldberg, 2008; Miller, 2014; Sammer, 2008; 

and Daniel, 2012) have identified some benefits of 
performance calibration. They are:

• Performance calibration ensures accuracy and 
fairness in the performance appraisal process 
as the ratings are well defined and clarified to 
the managers. This perception of accuracy and 
fairness is very important as the compensation, 
promotions and other benefits of the employees 
are strongly related to it. 

• The calibration process emphasizes on providing 
proper training to managers regarding how to rate 
their employees. This system increases the level of 
confidence and accountability among managers 
and makes them prepared for any query.

• It ensures effective and efficient performance 
appraisal as similar standards are used by all the 
managers. As a result, the strengths; weaknesses 
and overall accomplishments of the employees 
can be identified easily.

• It helps to identify outstanding, average and low 
performers. So, the decisions regarding whom to 
reward or retain and whom to provide punishment 
or development plans can be taken easily. 

• It also helps to eliminate the biasness and rater 
errors like halo effect, leniency or constant 
error, central tendency etc. through the group 
discussions among managers. Calibration meeting 
ensures transparent appraising process as every 
manager is held liable for their ratings.

• The calibration process gives managers ample 
opportunity to understand the condition of their 
employees and causes of their low performance. 
It helps to mentor employees according to their 
needs. 

• The feedback sessions of the calibration meeting 
help to eliminate the confusions and frustrations 
through providing constructive feedback. This 
constructive feedback encourages self-correction 
among employees. Again, proper clarifications 
regarding the poor ratings of the employees help 
to reduce confusions.

• The calibration meeting provides enough time 
and space for productive conversation among 
managers. It also presents a good opportunity to 
understand the overall organizational objectives 
and ensures upward communication.

Performance 
Appraisal

Calibration
Process

Feedback to 
Employees

• Appraisal 
completion by 
managers

• Training to 
managers

• Ratings provided 
by identical  
managers including 
progress on goals, 
performance 
against key job 
duties, core 
competencies etc.

• Providing final 
score & major 
summary 
comments.

• Calibration 
meeting with all 
managers

• Group discussions

• Feedback on 
presentation

• Asking questions 
on specific rating

• Proper 
suggestions & 
adjustments

• Overall updated 
review by the 
facilitator

• Signing finalized 
review

• Individual 
performance 
review to 
employees

• Discussions with 
employees

• Maintaining 
objectivity and 
cooperation 

Figure 1: Conceptual Model of the Study (supported by the model provided by 
Karen N. Caruso)
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8. Findings of the Study
From the above discussions it can be said that 
performance calibration increases the accuracy and 
fairness of performance ratings. It makes managers 
accountable and better at performance management 
and employee reviewing process. High performers 
can be identified and retained easily through this 
process. Ultimately, performance calibration provides 
benefits to employees, managers and executives 
and in a word to the whole organization. Though 
performance calibration helps to reduce rating errors 
and personal biases significantly, it has both positive 
and negative aspects. There are many challenges 
associated with it and these challenges are associated 
with some previous researches. They are:

• Performance calibration is a very new and recent 
addition in the field of performance appraisal. As 
the term is not familiar among the employees so 
they have no or very little idea about the process. 
As a result, they may find the process very 
complex compared to the existing one practiced 
in their organization. The entire process can make 
them de-motivated and frustrated.

• The performance calibration process is also new 
to managers. They may also perceive the process 
complex and lengthy as they have to go through 
a long process named calibration sessions before 
and after providing the final ratings. 

• The mangers may see the process negatively as 
they are not allowed to take the ratings decision 
by themselves. There is absence of ownership 
of the rating decisions. They get an opportunity 
to blame the calibration session in case of any 
grievance seen among the employees.

• The managers and employees who are reluctant 
to changes may stand against the process. The 
mechanical and impersonal features of the system 
may discourage them from practicing it.

• Though collective discussions are very necessary 
for the accuracy and fairness of the performance 
appraisal, both managers and employees may 
discourage it. It may make them nervous as the 
result is unknown to them.

• Unexpected criticisms from other managers of 
different department may create dissatisfaction 
and unwanted chaos.

9. Recommendations of the Study
At today’s dynamic and competitive business world, 
organizations should evaluate its employees effectively. 
Very often it creates confusions and frustrations 
among the employees. If these confusions can be 
faced intellectually, then performance calibration 
will be more accurate and acceptable. In light of the 
above discussions, some measures are given below 
for making the process successful:

• The facilitator of the calibration meeting should 
be a neutral third party. S/he should have enough 
power and capability to control the whole meeting 
and eliminate any kind of biasness and confusions 
among the managers. S/he should never let any 
manager to have too much influence over the 
sessions and decisions. 

• The facilitator should create a participative 
environment where the participants will feel free 
to challenge and debate with each other. S/he 
should remain objective and avoid the halos or 
horns effect.

• The facilitator should be a very good listener. 
Throughout the whole sessions, s/he should show 
attention; be open and honest while discussing 
with managers. 

• The managers should adequately represent their 
employees and the ratings provided to them. S/
he should also make them prepared in case of 
any questions or challenges from the managers 
of other departments. The managers should not 
criticize rather cooperate each other during the 
sessions.

• Before rating employees, appropriate and timely 
training should be provided to both the managers 
and the employees. The managers should always 
be cooperative and fair to the employees about 
the process to reduce their frustrations and 
confusions. 

• For differentiating high performers from the lower 
one, sufficient time and efforts should be given by 
all the participants.

• Confidentiality is one of the preconditions 
for a successful calibration process. So, all the 
participants should maintain confidentiality of 
discussions and results.
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• A successful calibration also depends on asking the 
right questions to the managers. So, the questions 
asked should be constructive and appropriate.

10. Conclusion and Suggestions   
 for Future Research

Performance evaluation is one of the most important 
aspects of employee performance management. 
This paper aims at providing a clear conception of 
performance calibration process and discussions 
regarding how to conduct it.  A conceptual framework 
of performance calibration has been developed 
which starts from appraising to feedback. The study 
reveals the meaning of performance calibration, the 
calibration sessions along with the pre and post tasks 
of calibration meeting.  The benefits and challenges 
of performance calibration have also been identified. 
In light of the findings and literature review, some 
recommendations have been provided to make the 
process successful. This is evident from the study that 
performance calibration can be a constructive tool 
to remove the problems associated with the existing 
appraising methods. But before implementing this, the 
challenges associated with it should be dealt carefully.

Each and every research creates an opportunity for 
future research. It is also applicable for this research. 
The study could have more perfect if it is validated 
using field study. That validation should involve 
developing questionnaires and thereby gathering 
response from managers and employees. This study 
will inspire managers to implement the performance 
calibration sessions to make the evaluation process 
more accurate and fair.  
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I: Introduction
Why do people obey the law? This is a puzzling 
question and it is a challenge to determine an 
appropriate answer. Compliance behaviour remains 
a mysterious trait of human character,  particularly 
given that defiance and disobedience appear to be 
innate in humans. More particularly, why taxpayers 
comply and why not is subject to research. Various 
theories and models have been propounded by 
the researchers in an attempt to explain taxpayers’ 
compliance behaviour.  As with research on compliance 
behaviour regarding general law, tax compliance 
has also been studied elaborately.1 The schools of 
thought researching tax compliance are divided into 
two groups. The first emphasises the theory of crime 
and punishment, which posits that taxpayers decide 
to comply or not comply based on the probability 
of being caught and the benefit achieved through 
noncompliance. This is popularly known as the 
‘economic deterrence theory’ of tax compliance. The 
second school is based on theories of psychology 
and sociology that explain the varying levels of 
taxpayer compliance. There are some theoretical 
models that try to explain taxpayers’ compliance 
behaviour. For example the responsive regulatory 
model of tax compliance, the slippery slope model 
and OECD Compliance Risk Management Model. 
The purpose of this article is to critically analyse 
the responsive regulatory model of tax compliance. 
The paper suggests that the responsive regulatory 
model is currently the best approach to deal with 
taxpayers’ non-compliance. Countries like Australia, 
East Timor and other countries have adopted this 
model in their tax administrations to tackle the 
problem of tax non-compliance. The model can be 
introduced in Bangladesh to deal with the problem 

of tax compliance in the income tax department of 
Bangladesh. Part II of the paper refers to some of the 
important research done so far in the field. Part III 
critically discusses the responsive regulation model 
of tax compliance which is known as the ATO model 
of tax compliance. Part IV gives a concluding remarks 
with the proposal that responsive regulatory model 
should be introduced in the direct tax administration 
of Bangladesh

II: Literature Review
Based on the neoclassical theory of crime and 
punishment proffered by Becker in 1968,2 Allingham 
and Sandmo3 state that tax noncompliance is a 
rational decision taken by defiant taxpayers who 
weigh profit and gain against punishment in the 
event of being caught, and successful escape from 
detection. Consequently, a rational taxpayer attempts 
to evade or avoid tax if the gain outweighs the 
probable punishment for this law-defying, undesired 
demeanour. A number of researchers find support 
for this theory, including Srinivasan;4 Kolm;5 Yitzhaki;6 
Spicer and Becker;7 Clotfelter;8  Beck and Jung;9 
Klepper and Nagin;10  Beck, Davis and Jung;11  and 
Hasseldine and Bebbington.12 

Although there are theoretical arguments and 
empirical evidence that deterrence works, the 
economic deterrent theory has its limitations. 
First, Skinner and Slemrod observe that this model 
ignores the number of honest taxpayers.13 Second, 
Sheffrin and Triest argue that the theory fails to 
provide strong predictions about the socioeconomic 
determinants of tax evasion.14  Third, Weigel, Hessing 
and Elffers state that the absence of a motivational 
concept remains one of the weaknesses of the 
economic deterrence model.15

1 George Klosko, Political Obligations (Oxford University Press, 2005).
2 Gary S Becker ‘Crime and Punishment: An Economic Approach’ (1968) 76 Journal of Political Economy 169.
3 Michael Allingham and AgnarSandmo, ‘Income Tax Evasion: A Theoretical Analysis’ (1972) 1 Journal of Public Economics323.
4 TN Srinivasan, ‘Tax Evasion: A Model’ (1973) 2 Journal of Public Economics 339.
5 SC Kolm, ‘A Note on Optimum Tax Evasion’ (1973) 2 Journal of Public Economics 265.
6 S Yitzhaki, ‘A Note on Income Tax Evasion: A Theoretical Analysis’ (1994) 3 Journal of Public Economics 201.
7 L Spicer and RE Becker, ‘Fiscal Inequity and Tax Evasion: An Experimental Approach’ (1980) 33(2) National Tax Journal 171.
8 CT Clotfelter, ‘Tax Evasion and Tax Rates: An Analysis of Individual Returns’ (1983) 65(3) Review of Economics and Statistics 363.
9 P Beck and W Jung, ‘An Economic Model of Taxpayer Compliance under Uncertainty’ (1989) 8 Journal of Accounting and Public Policy 1.
10 S Klepper and D Nagin, ‘The Deterrent Effect of Perceived Certainty and Severity of Punishment Revisited’ (1989) 27(4) Criminology 721.
11 P Beck, J Davis and W Jung, ‘Experimental Evidence on Taxpayer Reporting under Uncertainty’ (1991) 66(3) The Accounting Review 535.
12 DJ Hasseldine and KJ Bebbington, ‘Blending Economic Deterrence and Fiscal Psychology Models in the Design of Responses to Tax Evasion: The New Zealand 

Experience’ (1991) 12(2) Journal of Economic Psychology 292.
13 Jonathan Skinner and Joel Slemrod, ‘An Economic Perspective on Tax Evasion’ (1985) 38(3) National Tax Journal 345.
14 SM Sheffrin and RK Triest, ‘Can Brute Deterrence Backfire? Perceptions and Attitudes in Taxpayer Compliance’, in J Slemrod (end), Why People Pay Taxes: Tax 

Compliance and Enforcement (University of Michigan Press, 1992) 193.
15 Russell Weigel, Dick Hessing and HenkElffers, ‘Tax Evasion Research: A Critical Appraisal and Theoretical Model’ (1987) 8 Journal of Economic Psychology 215.
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16 Leandra Lederman, ‘The Interplay between Norms and Enforcement in Tax Compliance’ (2003) 64(6) Ohio State Law Journal 1453.
17 Ibid.
18 1Michael Wenzel, ‘Misperceptions of Social Norms about Tax Compliance (2): A Field-Experiment’ (Working Paper No 8, Australian National University, 2001) 

<http://ctsi.anu.edu.au/publications/WP/8.pdf>.
19 John T Scholz, ‘Contractual Compliance and the Federal Income Tax System’ (2003) 13 Journal of Law & Policy 139.
20 Lars P Feld and Bruno S Frey, ‘Tax Compliance as the Result of a Psychological Tax Contract: The Role of Incentives and Responsive Regulation’ (2007) 29(1) Law 

and Policy 102, 102.
21 Ken Devos, Factors Influencing Individual Taxpayer Compliance Behaviour (Springer, 2014).
22 James Alm, Isabel Sanchez and Ana De Juan, ‘Economic and Noneconomic Factors in Tax Compliance’ (1995) 48 KYKLOS 3.
23 Ibid.
24 Valerie Braithwaite, ‘Responsive Regulation and Taxation: Introduction’ (2007) 29(1) Law and Policy 4.
25 Vivienne Waller, ‘The Need for Institutional Integrity in Responsive Regulation: The Case of the Australian Taxation Office ‘Walk-in’ (2007) 29(1) Law and Policy 68.
26 Jenny Job and David Honaker, ‘Short-term Experience with Responsive Regulation in the Australian Taxation Office’ in Valerie Braithwaite (end), Taxing Democracy: 

Understanding Tax Avoidance and Evasion (Ashgate Publishing, 2003) 112.
27 Jenny Job et al, ‘Culture  Change  in  Three  Taxation  Administrations:  From  Command-and-Control to  Responsive  Regulation’ (2007) 29(1) Law and Policy, 84.

Finally, Lederman argues that, although the economic 
model of tax compliance is important in expounding 
some variables of the tax compliance behaviour of 
taxpayers, it cannot explain all tax compliance issues 
that encompass income from all sources.16  This is 
somewhat true that some taxpayers base their 
compliance on the probability of being caught and 
the cost of punishment, it seems that not all patterns 
of tax compliance behaviour can be explicated by 
this deterrent theory. There are taxpayers who pay 
tax considering that as their duty without preference 
to profit and loss from tax evasion. The following 
theories try to explain tax compliance behaviour 
from perspective other than deterrent theory.

The social and psychological theories of tax compliance 
view compliance from a social and psychological 
perspective, rather than an economic perspective. 
According to Lederman, research on taxpayers’ 
behaviour reveals that taxpayers’ compliance occurs 
in response to a norm.17  According to Wenzel, 
perceived social norms about tax compliance affect 
taxpayers’ compliance decisions, and misperceptions 
about the social norm of compliance might generate 
a detrimental effect on taxpaying behaviour.18 Scholz 
argues that there is a contract between taxpayers and 
the state. Taxpayers contribute to the government 
treasury, and the government provides benefits and 
services to the people.19  This is the tax contractarian 
theory of tax compliance. Feld and Frey extend 
the contractual obligation to what they call the 
‘psychological contract’.20  Some of the offshoots of 
social and psychological theories are the shame and 
guilt theory, procedural fairness model, motivational 
posture model, organisational culture model, social 
identity theory, positive incentive theory, prospect 
theory and religious theory.21 

Alm, Sanchez and Juan22  use an experimental method 
to determine the major economic and non-economic 

factors that influence tax compliance behaviour. 
While acknowledging that reliable data on individual 
income tax compliance cannot be easily procured, 
they report strong evidence that both economic 
and non-economic factors play a vital role in shaping 
compliance behaviour. Factors such as detection 
and punishment, the burden of taxation, public 
good provision, overweighting of low probabilities, 
and social norms influence compliance decisions. 
However, the authors acknowledge that these 
identified factors do not form an exhaustive list of the 
influences outside the laboratory. Many other factors 
may play an important role in compliance behaviour, 
such as religion, morality and guilt.  Alm, Sanchez and 
Juan conclude by suggesting that governments create 
a multifaceted compliance strategy that embraces 
both economic and non-economic factors, including 
detection, punishment and social and psychological 
considerations.23

III: Responsive Regulation Model
The responsive regulation model of tax compliance 
presents a framework of tax compliance in the tax 
administration. This model is also known as the ‘ATO 
model’ because the ATO adopted this framework in 
1998 to ensure voluntary compliance in Australia. 
This model is also used by tax jurisdictions in 
the UK, New Zealand, East Timor, Indonesia and 
Pennsylvania.24  Before switching to the responsive 
regulation model of tax compliance, the ATO followed 
a long-established, traditional style of command-and-
control administration and tax enforcement.25 As 
a result, the ATO was considered unfair, lacking in 
integrity and out of touch with commercial reality.26 
A lack of community tolerance had developed for 
the blanket approach to enforcement that was harsh, 
inflexible and bullying. Thus, change was inevitable 
under this critical juncture.27 
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Against this backdrop, the ATO began to explore 
responsive regulation as a possible alternative to the 
old approach to tax compliance.

The concept of responsive regulation was first 
presented by Ayers and Braithwaite in 1992. 
Responsive regulation is an interdisciplinary 
approach that originated from the discipline of 
psychology.28  Compliance is generally a problem 
for tax administration around the world.29  
According to Braithwaite, responsive regulation is 
effective when compliance is not easy, automatic 
or straightforward.30 The responsive regulation 
model was based on the idea that the government 
should choose when to intervene and when not to 
intervene by adopting a philosophy of responsiveness 
to ‘industry structure’, ‘the differing motivations of 
regulated actors’ and ‘industry conduct’.31  Before 
escalating punishment, dialogue is employed by 
regulators.32  Typically, responsive regulation seeks to 
maintain a balance between persuasion, friendliness 
and providing assistance to taxpayers, with an 
interventionist approach that emphasises punishment 
or a command-and-control approach. The responsive 
regulation model seeks to build a moral commitment 
to comply with the law.33 

This model posits that if taxpayers make mistakes 
through ignorance or poor financial planning and are 
prepared to come forward and acknowledge their 
mistakes, they should be helped. If they are prepared 
to be cooperative when anomalies are identified, 
they should be assisted to correct the issues and 
move on. Persistent and consistent attention should 
focus on the difficult cases and the ‘big fish’, not the 
‘low hanging fruit’. The initial goals of the compliance 
model were to:

1. understand taxpayer behaviour

2. build a cooperative relationship with the 
community

3. encourage and support compliance

4. introduce a range of sanctions that escalate in 
severity and are known to taxpayers so that 
difficulties can be settled before the costs became 
too great for both parties

5. reduce the time-consuming handling of complaints 
about procedural injustice

6. implement the Taxpayers’ Charter.34

This model is graphically represented in the form 
of a regulatory triangle and accompanying circle of 
influencing factors. The pictorial representation of 
this model is shown in Figure 4.2.

28 Carolyn Currie, ‘A New Theory of Financial Regulation: Predicting, Measuring and Preventing Financial Crises’ (2006) 35 The Journal of Socio-Economics 53. 
29 Taxation is not the only field where responsive regulation theory is applied—before it was imported to the taxation arena, the theory was applied in the 

health and environment sectors. Charlotte Wood et al, ‘Application of Responsive Regulation in Australia and Overseas’ (Occasional Paper No 15, The 
Australian National University 2010) <http://ctsi.anu.edu.au/publications/index.html>.

30 John Braithwaite, ‘The Essence of Responsive Regulation’ (2011) 44 University of British Columbia Law Review 475.
31 Ian Ayres and John Braithwaite, Responsive Regulation: Transcending the Deregulation Debate (Oxford University Press, 1992).
32 Carol A Heimer, ‘Disarticulated Responsiveness: The Theory and Practice of Responsive Regulation in Multi-Layered Systems’ (2011) 44 University of British 

Columbia Law Review 663,663.
33 Christine Parker, ‘The “Compliance” Trap: The Moral Message in Responsive Regulatory Enforcement’ (2006) 40(3) Law and Society Review 591, 592.
34 J Braithwaite, ‘Large Business and the Compliance Model’ in Valerie Braithwaite (end), Taxing Democracy: Understanding Tax Avoidance and Evasion (Ashgate 

Publishing, 2003) 177–202, 177; Kristina Murphy, ‘Moving towards a More Effective Model of Regulatory Enforcement in the Australian Taxation Office’ 
(Working Paper No 45, Australian National University, November 2004) 12 <https://digitalcollections.anu.edu.au/bitstream/1885/43169/2/45.pdf>.

Figure 4.2: Responsive Regulation Model
Source: ATO website <http://www.ato.gov.au/corporate/ content.aspx?doc=/ 
content/5704.htm>

Figure 4.3: The Australian Compliance Pyramid
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35 Valerie Braithwaite, ‘A New Approach to Tax Compliance’ in Valerie Braithwaite (end), Taxing Democracy: Understanding Tax Avoidance and Evasion (Ashgate 
Publishing, 2003)1, 5.

36 SajitLeviner, ‘A New Era of Tax Enforcement: From Big Stick to Responsive Regulation’ (2009) 42 University of Michigan Journal of Law Reform385; Cristie Ford, 
‘Prospects for Scalability: Relationships and Uncertainty in Responsive Regulation’ (2013) 7 Regulation & Governance 14–29, 15.

37 Vibeke Lehmann Nielsen and Christine Parker, ‘Testing Responsive Regulation in Regulatory Enforcement’ (2009) 3 Regulation & Governance 376–399, 385.
38 Jirinwayo Jude Odinkonigbo, Re-thinking the Nigerian Tax Policy toward Achieving Tax Compliance (PhD Thesis, York University, 2009)102.
39 Leviner, above n 36, 386.
40 Fiona Haines, Corporate Regulation: Beyond Punish or Persuade (Clarendon Press, 1997).
41 Neil Gunningham, Peter Grabosky and Darren Sinclair, Smart Regulation: Designing Environmental Policy (Clarendon Press, 1998) 399.
42 Jan Freigang, ‘Scrutiny: Is Responsive Regulation Compatible with the Rule of Law?’ (2002) 8(4) European Public Law 463.
43 Judith Freedman, ‘Responsive Regulation, Risk and Rules: Applying the Theory to Tax Practice’ (2011) 44(3) University of British Columbia Law Review 627.
44 Mark Burton, ‘Responsive Regulation and the Uncertainty of Tax Law: Time to Reconsider the Commissioner’s Model of Cooperative Compliance?’ (2007) 

5(1) eJournal of Tax Research 71.
45 Robert Baldwin and Julia Black, ‘Really Responsive Regulation’ (Working Paper No 15, LSE, December 2007) <http://eprints.lse.ac.uk/23105/1/WPS2007-

17BlackandBaldwin.pdf>.
46 John Mendeloff, ‘Overcoming Barriers to Better Regulation’ (1993) 18(4) Law & Social Inquiry 711.
47 Pranab Kumar Panday, ‘Politicisation of Bureaucracy’, Asia News Network (online), 18 December 2013 <http://www.asianewsnet.net/news-30957.html>; 

‘Promotions en Masse: Politicisation in Administration becomes Entrenched’, The Daily Star (online), 21 July 2013 <http://www.thedailystar.net/beta2/news/
promotions-en-masse/>.

48 Baldwin and Black, above n 45, 9.

At the very base of the enforcement pyramid are the 
willing and compliant taxpayers who need support 
from the authority to comply. These taxpayers form 
the majority.35  The second group up needs more 
help or persuasion to comply. The third group up are 
the resistant people, who tend to avoid complying 
and need to be detected. The taxpayers at the top of 
the pyramid are those engaged in tax evasion, who 
show disrespect to the tax authority. They cannot 
be persuaded or coaxed to comply, and the ATO 
compliance model suggests that the full force of 
the law should be used against them to make them 
compliant.

The model considers the basic economic model, 
while also recognising other factors, such as the 
way that society, morality and ethics affect taxpayer 
behaviour, and particularly the manner in which the 
taxpayer–tax administration relationship affects 
compliance.36 The most important contribution of 
the responsive regulation theory is that it enhances 
understandings of regulatory enforcement and its 
effect on compliance, recognising that different 
people have different motivations for complying or 
not complying with the law, and that the same person 
or firm can have multiple, potentially conflicting 
motivations for compliance.37 By following this 
model, the ATO attempts to establish a cooperative 
and friendly relationship with taxpayers, while also 
using deterrence when necessary.38 

The ATO model is being replicated by other tax 
jurisdictions, such as the UK, Canada, New Zealand, 
East Timor and others.39 However, it faces several 
criticisms. Haines contends that enhancing sanctions 

in response to serial noncompliance might help 
regulatory authorities shape enforcement policy, 
but also shapes the behaviour of regulated firms.40  
The escalation of enforcement measures and serious 
action against a firm might aggravate the relationship 
between the regulators and regulated, and create 
distrust of regulators. Gunningham, Grabosky 
and Sinclair argue that responsive regulation is 
too focused on the state.41 According to Freigang, 
responsive regulation is not compatible with the 
rule of law, and has inherent constitutional problems 
that create judicial and doctrinal challenges.42  It is 
difficult to apply to corporate taxpayers, encourages 
tax corruption and creates disequilibrium in 
treatments.43 Due to the constitutional and political 
sensitivity of tax collection and the complexity and 
relative indeterminacy of tax legislation, it is difficult 
to apply the responsive regulation model to tax.44 
Baldwin and Black present criticisms that mounting up 
through the enforcement pyramid might not always 
appear appropriate because of serious fractions of 
regulations and the adversarial relationship between 
the regulators and the regulated make it difficult to 
glide through the pyramid.45 

The success of responsive regulation depends on a 
number of factors, including the agency’s resources, 
size of the regulated population and types of 
standard imposed.46  In a developing country such as 
Bangladesh, the bureaucracy is not free from political 
interference.47  Actions may not be taken or less 
action may be taken against one person, while stern 
action may be taken against others due to media and 
political pressure.48 
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In addition, the model is thought to cause regulatory 
capture,49 which leads to situations of exploitation 
by the authority for private gains.50 Evidence of such 
capture has already been found by the progenitors of 
the model.51 

The model is also criticised because it was crafted 
for a developed country52 to address the regulatory 
debate in such countries,53 rather than in developing 
countries. To solve this problem, third-party 
participation and qui tam provision are suggested.54 
Another major weakness of the model is that 
it encourages corruption55 due to the frequent 
interaction between the regulators and regulated,56 

where tax officials might develop a desire to please 
those who they are supposed to be regulating, as 
Grbich notes.57  This can be dangerous for developing 
countries such as Bangladesh. Heimerargues that 
corrupted regulatory systems can sometimes 
masquerade as being responsive systems.58 

Ayres and Braithwaite suggest republican tripartism 
to solve the problem of corruption;59 however, 
Scholz,60 Khademian,61 Mandeloff62  and Burton63  
criticise republican tripartism on various grounds. 
Besides, the confidential nature of tax matters always 
indicates bipartite negotiation.64  Since the responsive 
regulatory model considers law as determinate, the 
indeterminacy of taxation law remains the ‘Achilles’ 

heel’ of the model.65 Picciotto66  and Freedman67  
agree that income tax law is indeterminate. Thus, 
the model suffers from a constitutional shortcoming 
because it ignores the constitutional values of 
proportionality and consistency, which are ingrained 
in the right to equal and fair treatment.68 Yeungstates 
that the model prefers administrative settlements69 
to judicial settlements,  and this might stop the 
regulatory pyramid halfway because it is less coercive 
and persuasive.70  It is argued that the responsive 
regulation theory has a narrow strait of operation 
decreasing compliance.71 

IV: Conclusion
This paper has critically discussed some of the existing 
tax compliance theories with special emphasis on 
the responsive regulatory theory. It has observed 
that no one theory or model is sufficient to provide 
a comprehensive solution to the problem of tax 
noncompliance in its totality. However, it is argued 
that the responsive regulatory theory adopted by 
the ATO is currently the best option to manage this 
problem.  Therefore, the ATO compliance model 
is suggested for Bangladesh as a pragmatic and 
future tax compliance model. However, since the 
model has a developed country approach,72  it is 
pertinent to consider whether it would work in a 

49 Ian Ayres and John Braithwaite, ‘Tripartism: Regulatory Capture and Empowerment’ (1991) 16(3) Law & Social Inquiry 435, 437.
50 Frederic Boehm, ‘Regulatory Capture Revisited—Lessons from Economics of Corruption’ (ICGG Working Paper No 22, University of Colombia, 2007) 4 

<http://www.icgg.org/downloads/Boehm%20-%20Regulatory.%20Capture%20Revisited.pdf>.
51 Ayres and Braithwaite, above n 49, 438.
52 John Braithwaite, ‘Responsive Regulation and Developing Economies’ (2006) 34(5) World Development 884.
53 Eugene Bardach and Robert A Kagan, Going by the Book: The Problem of Regulatory Unreasonableness (Transaction Publishers, 1982); K Hawkins, Environment and 

Enforcement: Regulation and the Social Definition of Pollution (Clarendon Press, 1984); John T Scholz, ‘Voluntary Compliance and Regulatory Enforcement’ (1984) 
6(4) Law & Policy 385–404; DJ Black, The Behaviour of Law (Academic Press, 1976).

54 Braithwaite, above n 52.
55 Ayres and Braithwaite, above n 49, 435.
56 Ibid, 437.
57 Yuri Grbich, ‘After Bellinz and Ralph: A New Focus for Decision-making in the Australian Tax System’ in Michael Walpole and Christopher Evans (eds), Tax 

Administration in the 21st Century (Prospect Media, 2001), cited in Freedman, above n 43, 638.
58 Heimer, above n 32, 683.
59 Ayres and Braithwaite, above n 49, 441.
60 John T Scholz, ‘Book Review of Responsive Regulation’ (1993) 87(3) The American Political Science Review 782.
61 Anne Khademian, ‘Book Review of Responsive Regulation’ (1993) 98 American Journal of Sociology 1187.
62 Mendeloff, above n 46, 71.
63 Burton, above n 44.
64 Mark Burton and Justin Dabner, ‘The Partnership Model of the Relationship between Tax Administrators and Tax Practitioners: Drivers, Challenges and 

Prospects’ (2008) 11(2) Journal of Australian Taxation 108, 131.
65 Burton, above n 44.
66 Sol Picciotto, ‘Constructing Compliance: Game Playing, Tax Law, and the Regulatory State’ (2007) 29(1) Law & Society 11.
67 Freedman, above n 43.
68 Karen Yeung, Securing Compliance: A Principled Approach (Hart Publishing, Oxford and Portland, 2004) 168.
69 Ibid, 165.
70 Ibid, 167.
71 Marjorie E Kornhauser, ‘A Tax Morale Approach to Compliance: Recommendations for the IRS’ (2007) 8 Florida Tax Review 599, 624.
72 Odinkonigbo, above n 38.
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developing country, such as Bangladesh. The major 
obstacles to implementing the model were identified 
in as organisational barriers and resistance, lack of 
political commitment, and corruption in the tax 
administration. However, despite its shortcomings, 
this model offers the best solution to the problem of 
tax noncompliance the successful use of this model 
in different countries highlights its effectiveness. 
Thus, Bangladesh should implement this model in its 
income tax administration. 
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in the economy of Bangladesh which experienced 
phenomenal growth during last 25 years.  Growth of 
last 20 years has given below:

This sector created huge number of employment 
over the years especially for women for whom the 
employment to population ratio increased from 
22% to 34% between 2000 to 2010 which created 
enormous effect on our economy.

E
xport earnings of Bangladesh depend on 
mainly RMG sector. 82% of export earnings 
come from this sector. This sector contribute 
to the GDP is over 10%. The export earnings 

from RMG was 28.09 billion in FY2015-16. Bangladesh 
Government has set a target to achieve $ 50 billion 
RMG exports by 2021. Is it possible to achieve this 
target?

GROWTH HISTORY OF RMG IN 
BANGLADESH:
RMG sector has already occupied a unique position 

Future growth 
of Garments 
industry in 
Bangladesh

Syed Kabir FCMA
General Manager (Operation)
Square Apparels Ltd., Bangladesh
skflsfl-kabir@squaregroup.com, kabir-syed25@yahoo.com

Year 1995-2000 2000-2005 2005-2010 2010-2015

Export 
Growth

17% 8% 14% 10%

Source- EPB
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in minimum wage in December 2013 doubtlessly 
closed the gap with other competitor. On the other 
hand utility cost has also gone up. Government has 
increased gas price nearly 100% between 2009 and 
2017 which is the main sources of power generation 
in Bangladesh. Government has planned to meet the 
increased demand of gas by importing LNG which 
will further deepen price situation. 

Continuous increase of wage and utility price 
may cost Bangladesh out of garments production. 
Depending on cheap labour at home and duty free 
facility by some importing countries, Bangladesh may 
not go much far.

WEAKNESS OF BANGLADESH 
GARMENTS INDUSTRY:
Low productivity: The reason behind the 
development of garments in Bangladesh is labor 
intensive, ordinary technology, cheaper labor and 
small capital investment. Bangladesh has developed a 
lot in last twenty five years but still Bangladesh is far 
behind in productivity than it’s main competitor china 
and Vietnam. In Bangladesh each garments workers 
accounts for around $5300.  In Vietnam   the figure 
is $7000. It is about 30% less against Vietnam let 
alone china.  The reasons behind those competitors 
are using advanced technology, modern concept of 
production management, good quality management 
and better use of time.

Poor Management: Garment industry in 
Bangladesh is far behind from modern concept of 
production management and quality management. 
Result is huge wastage, rejection, excess production 
and less productivity which is contributing in higher 
product cost. Absence of talented and skilled 
manpower in the area of industrial engineering, 
production management, quality management and 
industrial accounting is the main reason. 

Employment Generation (Growth):

CHALLENGE OF ACHIEVING 
TARGET:
To reach the government target of $50 billion by the 
year 2021, we have only four years left to play. If we can 
achieve growth at 15% rate in consecutive four years, 
Then It is possible. But last year export performance 
is not enthusiastic. The growth rate has already been 
slowed down in recent years. Export earnings from 
RMG in FY 2016-17 were $28.14 billion and growth 
is only 0.20 % which is short from the target of 
$31.00 billion. The reason of this decline is the fact 
that the price of garments is declining. Though the 
quantity of garments is increasing, quantity growth is 
not as good as expected due to ongoing remediation 
work. Many factories have already been shut down 
due to major non compliance of building safety. 

CAUSE OF DECREASE OF 
GROWTH:
 Presently Bangladesh are exporting mostly basic and 
low value product. Though the history of garments 
in Bangladesh is over 25 years, no concentration has 
been observed in product diversification (medium 
and high valued product). So Bangladesh is competing 
against other fast growing competitor with same 
basket of basic product. Day by day competition is 
becoming fierce, Virtually Bangladesh is losing its 
competitive edge against its competitor. This sector 
has developed with access to very low labour cost. 
Average wage in Bangladesh in 2011 were 46% and 
51% lower than that of India and Indonesia, the third 
and fourth largest garments exporter that time 
respectively. Wage rate in Bangladesh remained flat 
between 2001 and 2011. More recent 65% increase 

Year 1995-2000 2000-2005 2005-2010 2010-2015

Employment 
Growth

5.92% 4.56% 11.5% 1.2%

Source- EPB

Source- BGMEA

Year No of factory

2010-11 5150

2011-12 5400

2012-13 5876

2013-14 4222

2014-15 4296

2015-16 4328
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Fast growing competitor: China is still the big player 
of apparels market. It is responsible for 37% of global 
apparels supply. In value it is $161 billion dollar. In 
recent years china is facing some difficulties. Labour 
cost in china is growing high and young generation 
is not showing much interest to work in garments 
factory due to hard labour and hazardous condition. 
But there are several reasons to believe that China 
will continue to play a key role in apparels sourcing. 
Moreover the one belt and one road initiative will 
give Chinese garments manufactures fresh relevance, 
for example: new rail line will significantly shorten 
transportation time to Europe.

Vietnam, Ethiopia and Myanmar are being considered 
for next garments manufacturing destination. In 
recent survey Chief purchasing officer of worlds big 
brands expected to be the top sourcing hotspots 
over the next five years are Bangladesh, Ethiopia, 
Myanmar and Vietnam. Export of Vietnam was 25 
billion in the financial year 2015-16 which is very close 
to Bangladesh. Trans-pacific partnership agreement 
(TPPA) helped Vietnam to attract foreign investment 
in this sector. It would remove export barriers 
between USA and 11 countries bordering the pacific. 
Though it has been stopped by Trump government. 
But there is still hope to reactivate agreement with 
or without USA. This will help Vietnam to boost 
RMG export further.

Many of large brands have pledged to collaborate in 
building a sustainable apparels industries in Ethiopia 
thus avoid the mistake made in garments industries in 
other low cost country in past. Textile investment is 
pouring into Ethiopia helped by the shared vision of 
brands, manufacturers and fabrics mills, government 
support, preference trade deals, low cost. The price 
of electricity in Ethiopia just $ 0.03 per kwh which is 
the lowest in the world. To attract investor, favorable 
benefits are duty free imports of machinery, spare 
parts and raw materials along with zero tax on 
export and exemption from income tax in Ethiopia.

In Myanmar Growth of garments export in FY 2015-
16 was more than 85% compared to last year.  It has 
huge natural gas and wages are lowest in the world.

POST RECESSION USA AND EU 
MARKET:
Bangladesh exports garments mainly to US and 

European market. So condition of economy of 
these countries largely effects our exports. Post 
recession European economy’s recovery is very 
slow. Unemployment in many countries in EU is 
still high, investment remains below the pre crisis 
level and credit growth is still sluggish. In the fiscal 
year 2016-17 Export to EU grew only 3.49% while 
growth was11.66% in last year. export to EU remain 
slow in this year mainly due to uncertainty around 
Brexit negotiation, national election in major EU 
countries, depreciation of Euro against dollar along 
with the other factors. USA is the biggest RMG 
market for Bangladesh. But Bangladesh is losing its 
market share in USA continuously against India and 
Vietnam. Bangladesh exported 1.77% less in 2016 in 
comparison to the export of 2015. In first 10 months 
of current year, Bangladesh exported 0.23% less than 
the same period of previous year whereas Vietnam 
increased its export by 0.87% and india increased by 
0.11%. 

CONCLUSION:
In an interview Top fashion executives defined 
the fashion industry in three words “uncertainty, 
challenging and changing.” They also expect that 
dealing with volatility, uncertainty and global economic 
shift will be their great challenge in the immediate 
future. Many also expect challenge in sustaining 
sales and profitability growth and in facing fierce 
competition. Under these circumstances buyers are 
putting huge pressure on garments manufacturers for 
price cut and started to find out cheaper source for 
RMG import. Bangladesh fell into fierce competition 
with other garments supplying countries. Still there 
is a huge opportunity for Bangladesh to increase its 
export in US and EU market by supplying quantity 
which will be shifted from china. CPO (chief purchase 
officer) of big brands survey confirmed that Chinese 
share of apparels export is likely to continue falling. 
62 percent sourcing executive of world brands said 
that they expect Chinese share of their companies 
sourcing to decrease between now and 2025. But 
Bangladesh needs tremendous improvement of 
productivity, capability and quality while ensuring 
social and environmental compliance, if we want to 
seize this opportunity.  
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Md. Touhidul Alam Khan FCMA is Deputy Managing Director and Chief Business Officer of Prime Bank Limited, a leading 
private commercial bank in Bangladesh. Mr. Khan is a multifaceted management professional with 26 (twenty six) years 
of diversified experience in corporate & investment banking, Branch Banking, Green Banking, Micro-Credit, Islamic Banking, 
Sustainability Reporting with competencies in originating and executing structured finance & syndication loan deals involving 
a variety of asset-backed securitizations and played as part of the managerial think-tank of the organizations to contribute 
towards the development of next generation business solutions. He has significant contribution to popularize syndication 
financing in Bangladesh among local banks as lead arranger. First shariah based syndication deal and first biggest syndicated 
term loans were concluded in Bangladesh under his leadership. 

Masters in Finance from University of Dhaka, Notredamian Touhid is the first Certified Sustainability Reporting Assurer 
(CSRA) in Bangladesh. He attended many training programs at home and abroad including International Islamic Banking 
Conference as panelist & moderator. He is also the author of country reports on ‘Islamic Banking in Bangladesh’ published 
three times in Islamic Finance News (IFN), the world’s leading Islamic finance news provider of Malaysia. Mr. Khan is also a 
contributor of Asian Banking & Finance, Singapore, a renowned business journal of Asia Pacific region.

Md. Touhidul Alam Khan FCMA
Deputy Managing Director & Chief Business Officer  
Prime Bank Limited

Q: The trend for young generations recently 
changed toward business education but 
during your time mostly the trend was toward 
becoming “Engineer” or “Doctor”. What 
made you interested to become Banker or 
business professional?

Touhid: All along I have been a student of the science 
combination and had inclination towards the trend of my 
generation.  After completion of HSC from the Notre 
Dame College, Dhaka, I also had the first choice to be 
a Doctor or an Engineer. Anyhow when I found myself 
selected to study Physics at the University of Dhaka 
instead of my cherished subject Pharmacy, I decided to 
study Finance at the same university. Upon completion 
of post-graduation, I started my career as Probationary 
Officer at Delta Life Insurance Company in 1992 and 
worked for few months.  After that I joined in Agrani 
Bank through competitive examination.

I realized that finance has crucial linkage to all the 
sectors of the economy and a prudent and hard-working 
finance professional can contribute a lot to the overall 

development of the economy. This thought process 
gradually made me passionate to proceed my career 
in finance sector and contribute towards the nation’s 
journey to economic development. We can unanimously 
say that Banking and Financial Sector made a significant 
contribution towards building today’s Bangladesh.

Q: What was the main source of motivation/
inspiration in your way to here- C level of a 
renowned bank in the country?

Touhid: Since initiation of career, I wished to work for 
institutions where I could make a significant contribution 
while developing my skills yet further and as part of that I 
moved from a state-owned bank to join Prime Bank that 
has been a leading private commercial bank in Bangladesh 
all along with excellent combination of asset quality, 
capital base and corporate management. Customer 
relationship management has been a passion to me and 
as Chief Business Officer of the Bank, I do really enjoy 
business and customer relationship management.

INTERVIEW
CMAs Leading the Financial Institute
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Q: How CMA as a certification help you 
throughout the career?

Touhid: CMA Certification certainly has significantly 
helped in my career progression.  As you know, beside Cost 
Accounting, CMA comprises Management Accounting as 
well which works as an important tool for management 
decisions. CMA knowledge has helped me a lot in taking 
credit and management decisions and managing credit risk 
in a prudent manner and paved the way to get one step 
ahead. Till now, I have been able to link the knowledge 
earned from CMA course with the day-to-day financial 
analytics and decision making process.

Q: How you manage your networking? Is CMA 
community supports you to continue enrich 
the networking which helpful for your career?

Touhid: You see, CMA professionals are everywhere in 
the country from financial institutions to non-financial 
institutions. Many of them are doing very well at 
different capacities from CFO to CEO. CMA community 
networking works as the first contact point for me. 
Rapport building becomes easier with organizations 
having CMA professionals and I personally feel privileged 
in building relationship there. Since banking decisions 
largely depends on the financial managers, CMA 
networking does make our negotiation and marketing 
efforts smoother.  The Seminar and workshops organized 
by ICMAB also helps me a lot in this regard.

Q:  Do you think CMA as a profession can play 
vital role in getting Finance and Business 
Leader for local & Global companies?  What 
challenges and improvement areas you can 
suggest?

Touhid: CMA is already playing a pivotal role for the 
local and global companies as well in getting Finance & 
Business Leaders. Professionals have entered 2nd and 1st 
tier of management while a number of others have been 
playing pivotal role in different institutions. However, 
still there are challenges for the professionals. To lead 
the market and to stay ahead others there is no other 
alternatives of developing qualities like communication 
skill, leadership, in-depth knowledge and so forth. 
Moreover,  the ICMAB can work to interlink between the 
CMA professionals and other professionals in Finance/
Business through arranging more inter-active sessions 
in concurrent challenging issues including technology-
based cost efficiencies in organizations. 

Q:  What type of leadership style you follow?

Touhid: I would just like to quote Albert Camus, “Don’t 
walk behind me; I may not lead. Don’t walk in front of me; 
I may not follow; Just walk beside me and be my friend” 

which I often use to say my teammates as I believe in 
the elaboration of  TEAM as Together Everyone Achieves 
More. A true leader always tries to create examples 
before the teammates to move for positive changes 
through positive attitudes and teamwork.

Q: How the technology will impact our 
profession and what your advice for our young 
professionals?

Touhid: In the cutting edge of technological development 
where every seconds count, all our professional activities 
become largely technology driven. Now-a-days, you may 
need to attain an e-mail even at midnight to beat your 
competitor. All these are of our profession and I would 
like younger professionals to be more tech-savvy not only 
on social networking but also in a professional manner.  
We have to be a digital not only at workplace but also a 
person as whole being positive to technological changes 
and with welcome-attitudes.

Q:  What do you look for in your team member?

Touhid: I always ask my teammates to dream and 
encourage innovativeness among them. However, 
sometimes I feel the generation is quite fickle. They want 
to achieve everything in a day. But the reality is ups and 
downs are part of life. To achieve, you have to struggle 
and meet hurdle and for this keeping liveliness is very 
important. I may quote Ratan Tata here ‘Ups and downs 
in life are important to keep us going, because a straight 
line even in an E.C.G. means we are not alive’.

Q:  The key to your success?

Touhid: Look what Steve Jobs said “….And the only way 
to do great work is to love what you do. If you haven’t 
found it yet, keep looking. Don’t settle” and I personally 
feel that sincerity and ownership can bring satisfaction 
to the job which can finally result in success. However, 
blessings from parents is above all to take us towards 
success, I do believe from the core of my heart. Another 
thing is flexibility- be flexible to accept any changes 
through positive thinking.

Q: Message to youngers who have the desire to 
be a banker

Touhid: Learning and dedication are two major aspects 
of banking career.  This is the era of specialization and at 
first they have to decide the area of specialization they 
are interested in. Only a steady growth can take them 
to the right destination. Keep yourselves live and stay 
focused.  YOU CAN WIN!

[Interviewed by Md. Saifur Rahman FCMA

Associate Editor,  THE COST & MANAGEMENT]
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Muhammad Zahangir Alam ACA,  ACMA

Director,  Accounts & Finance
Square Pharmaceuticals Ltd
zahangir@squaregroup.com

The Judiciary in Bangladesh 
Taxation System

Introduction
Bangladesh is a developing country with a population 
of around 160 million. It is a country which is prone 
to flood and cyclone each year. Currently, it has come 
to global limelight with the Rohingya refugee issue. 
Despite such adverse effects, the country did not set 
behind its goals, and have progressed in many ways. 
As a matter of fact, we have set global benchmarks in 
many areas. We are very much self-dependent on our 
internal source of revenue and development budgets. 
In recent times, we are doing very well in revenue 
collection, and the Government is involving every 
stakeholder in this process. The key revenue sources 
are as follows:

All these are collected by the National Board of 
Revenue (NBR), which is the official authority to 
collect revenue under the Internal Resources of 
Division of the Ministry of Finance. The developed 
and the rapidly developing nations mainly depend on 
the internal revenue from Income Tax and VAT. The 
figures confirm the positive correlation between the 
national budget side and the revenue collected from 
these sources. The above figures indicate this.

Customs duty is a type of tariff barrier and is 
discouraged in a free economy concept. 

VAT is a consumption tax and has been effective in 
Bangladesh since 1991. It is indirect in nature and 
is neutral to income size or wealth. A substantial 
volume of Government revenue comes from VAT.

Income tax on the other hand is very progressive 
and direct in nature. We are practicing it from the 
early British days. However, we have experienced a 
structured revenue collection system. The British 
Government introduced Income Tax Act in the 1860s 
and has made many amendments till 1922. The key 

Source
Fiscal Year
2016-2017

Fiscal Year
2015-2016

Relevant Act

Customs Duty 22,551.90 17,204.02 Customs Act

Income Tax 71,968.00 52,396.00
Income Tax 
Ordinance 1984

Value Added 
Tax (VAT)

25,725.29 19,651.96 VAT Act 1991

Others 82,906.80 60,748.02 Other Laws

Total 203,152.00 150,000.00
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objectives of the said acts were to collect maximum 
revenue from the assessee.

From 1860s till 1941, the Central British Government 
received many appeals from aggrieved assesses 
against the judgments of Assessment Officers. They 
were looking for solutions and have taken some 
initiatives through administrative restructuring of the 
Taxation Authority. But it did not work.

A committee for investigation of the Indian Income-
tax system, consisting of M/s. C. W. Ayres and 
S. R Chambers of the Board of Inland Revenue 
of the United Kingdom and Khan Bahadur J.B. 
Vachha Commissioner of Income-tax, Bombay, was 
constituted. Their report gave birth to the idea of 
setting up the Income-Tax Appellate Tribunal 
and it was first mooted in the Income-lax Enquiry 
Report, 1936.

Emergence of Taxes Appellate 
Tribunal in the Sub-Continent
Emergence of  Tax Appellate Tribunal in 
British Period
In pursuance of the recommendations made by the 
committee, the legislature introduced chapter II-A 
(Section 5A) in the Income Tax Act in 1941 and 25th 
January 1941 was notified as the appointed date on 
which the Tribunal came into being.

Emergence of Tax Appellate Tribunal in India
Subject to minor variations consequent on the 
expansion of the Tribunal and extension of its 
jurisdiction, the section remained unchanged in its 
essentials till the repeal of the Income Tax Act 1922 
with effect from 1st April 1962. In the Income Tax 
Act 1961, there is no fundamental change either in 
the constitution or in the functions of the Tribunal as 
a result of the new Income Tax Act.

Emergence of Taxes Appellate in Pakistan
For the first time, one of the benches of Taxes 
Appellate Tribunal of Pakistan (HQ-Karachi) was 
established in Dhaka in 1955. 

Emergence of Taxes Appellate in Bangladesh

After independence, Taxes Appellate Tribunal with a 
bench in Dhaka was established in 1972. Now, there 
are 7 division benches in Taxes Appellate Tribunal. Out 

of them, 5 are situated in Dhaka, one in Chittagong 
and one in Khulna. Every bench constitutes of 2 
members and they give their decision jointly. The 
Government appoints one of the members of NBR 
as the President of Taxes Appellate Tribunal.

Independent Functioning of Taxes 
Appellate Tribunal
In Charge of Taxes Appellate Tribunal in India
Initially the Finance Department of the Government 
of India (the Central Board of Revenue) was initially 
in charge of the Appellate Tribunal. However, from 
30th May, 1942, on opposition in public opinion, 
the Tribunal was put in charge of the Legislative 
Department, which is the predecessor of the present 
Ministry of Law and Justice of the Government of 
India. Tribunal did perform judicial function and it is 
court subordinate to the High Court. Rajasthan High 
Court has equated the Tribunal members of judicial 
services with District Judges. Tax assessment and 
collection and judicial service to the assesse is done 
independently.

In Charge of Taxes Appellate Tribunal in 
Bangladesh
The Taxes Appellate Tribunal is established under 
Internal Resource Department (IRD) of Ministry of 
Finance  subject to the Provision of Chapter –III of 
IT Ordinance1984. The Secretary of IRD is heading 
the Chairman of National Board of Revenue (NBR). 
National Board of Revenue is the tax collecting 
agency, assessing taxes, for the Government.  So Tax 
assessment and collection and Judiciary service to the 
assesse is done by the same department or even the 
same official. It creates the question of independence 
of the Tribunal and its verdict also.

Bangladesh Taxes Appellate Tribunal 
Scenario
Chapter III-Taxes Appellate Tribunal of Income tax 
ordinance 1984 consists of Section 11-15 which 
addresses the formation and management of the 
Taxes Appellate Tribunal. It has gone through 12 
changes since 1984 by different Finance Acts.

The Income Tax Ordinance 1984 initially imposed 
appointment of a judiciary and an accountant 
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member, along with a President of the Tribunal, but 
this was omitted by the Finance Act 2002. Currently 
this clause is not mandatory. Present and retired 
Members of the NBR may be appointed as a member 
of the Tribunal as per the Finance Act 2009. Present 
Commissioner of Taxes with one year experience 
is also eligible to be member of the Taxes Appellate 
Tribunal subject to provision of Finance Act 2016.

Presently there are 7 (Seven) benches consisting 
of 14 (Fourteen) members of Taxes Tribunal. They 
are discharging judiciary services to the aggrieved 
assesses through their tax assessment processes. 
But out of these 14 members there are none from 
Judiciary or none is an Accountant member. Given the 
provision of Section11, ITO 1984, it raises a question 
of judgment from a legal standpoint. The current 
members are all acting or retired Commissioner 
or Member of NBR. Some of them have been in 
commissioner positions back in their days and as 
assessing officers before that. So the Commissioners 
are discharging the Judiciary and Accounting service 
for the aggrieved assesse in the same tenor of 
commissionership. On the other hand, private tax 
practicing is prohibited for income tax officers for 
some specific period after their retirement from 
service.

It seems that we are going back to British oppression 
period of the early 1860s.  With regards to judiciary, 
we are just creating an oppression net in this free 
country for us. In the early British Period, Tax was 
assessed by a panchayat and an assessed feeling 
aggrieved by the assessment could appeal to the 
Collector of the district, whose order was final. The 
Act of 1868 (which replaced the Act of 1860) made 
an improvement in the position by providing, in the 

first Instance, for a petition of objections to the 
Collector, and then, for an appeal from the order of 
the Collector of the district to the Commissioner 
of Revenue of the division. The order of the 
Commissioner of Revenue was final. No reference 
was available to the High Court under these Acts. The 
same basic position continued under the successor 
Acts of 1869, 1870, 1872, 1886, 1916 and 1917.

There was thus no independent forum for redress 
of the aggrieved assesses under the Income Tax 
Acts. Civil Courts of the land were prohibited by 
Section 67 of the Indian Income-tax Act to entertain 
litigation in tax matters and the broad interpretation 
of this prohibition by the Privy Council in the Raleigh 
Investment Co.’s cases. Further section 226 of the 
Government of India Act, 1935 specifically forbade 
interference in revenue matters by High Courts in 
exercise of their original jurisdiction. The scope of 
judicial review in tax matters was thus very limited. 
This perhaps gave birth to the wide-spread desire of 
the tax payers for an appeal to an independent body 
on important questions of fact not only Law. Finally it 
gives birth to the Taxes Tribunal in this subcontinent 
in 1941 as easy solution for aggrieved assesse.

Independent Judiciary in all respect is essential for 
development of Democracy and also development 
of the Economy. It is a key issue of our equality and 
independence.  We fought for it.  I request regulators 
to please place the tax tribunal under the jurisdiction 
of the Ministry of Law, Justice and Parliamentary 
Affairs, as it is being currently practiced in India for 
the last 74 years (detailed information is available in 
the website www.itat.gov.in).  We can also practice it 
in all the tribunals under Customs Act and VAT Act. 

References

1. National Board of Revenue
 Website: http://nbr.gov.bd/ 

2. Bangladesh Taxes Appellate Tribunal
 Website: http://tat.gov.bd/ 

3. Indian Income Tax Appellate Tribunal
 Website: https://www.itat.gov.in/ 

4. Income Tax Ordinance 1984
 Chapter III, Section 11-15

We have set global benchmarks 
in many areas. We are very 

much self-dependent on our internal 
source of revenue and development 
budgets. In recent times, we are doing 
very well in revenue collection, and 
the Government is involving every 
stakeholder in this process. 
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“The journal is running a series of updates on IFRS, IAS, IFRIC and SIC. The updates mostly 
collected from different sources of IASB publication, seminars, workshop & IFRS website. This 
issue is based on a newly developed standard IFRS 16 which has been collected, collated & 
summarized by Mr. Md. Mahabubul Alam FCMA. He has been working as First Assistant Vice 
President for Al Arafah Islami Bank Limited. He is a fellow member of the Institute of Cost & 
Management Accountants of Bangladesh.”

IFRS 16: Leases; a New Era of Lease Accounting!
In January 2016 the International Accounting Standards 
Board (IASB) issued IFRS 16-Leases, and thereby 
started a new era of lease accounting – at least for 
lessees! Whereas, under the previous guidance in IAS-
17, Leases, a lessee had to make a distinction between 
a finance lease (on balance sheet) and an operating 
lease (off balance sheet), the new model requires the 
lessee to recognize almost all lease contracts on the 
balance sheet; the only optional exemptions are for 
certain short-term leases and leases of low-value 
assets. For lessees that have entered into contracts 
classified as operating leases under IAS- 17, this could 
have a huge impact on the financial statements.  

At first, the new standard will affect balance sheet and 
balance sheet-related ratios such as the debt/equity 
ratio. Aside from this, IFRS 16 will also influence 
the income statement, because an entity now has 
to recognize interest expense on the lease liability 
(obligation to make lease payments) and depreciation 
on the ‘right-of-use’ asset (that is, the asset that 
reflects the right to use the leased asset). Due to this, 
for lease contracts previously classified as operating 
leases the total amount of expenses at the beginning 
of the lease period will be higher than under IAS-17. 
Another consequence of the changes in presentation 
is that EBIT and EBITDA will be higher for companies 
that have material operating leases.   

IFRS-16 Leases:
In January 2016, the new standard about lease 
accounting IFRS 16 was issued and it introduced a 
few major changes. The most significant are:

• New definition of the lease can cause that some 
contracts previously treated as “service contracts” 
can now be treated as “lease contracts”,

• Accounting for leases in the lessee’s financial 
statements changed and lessees do not classify 
the lease anymore. Instead, they should account 
for all the leases in the same way.

Why IFRS-16 Leases?
The objective of the standard IFRS 16 Leases is to 
specify the rules for recognition, measurement, 
presentation and disclosure of leases.

But, why is there a new lease standard when we had 
an older IAS 17 Leases? The main reason is that under 
IAS 17, lessees were still able to hide certain liabilities 
resulting from leases and simply not present them on 
the face of the financial statements. Under the new 
standard, lessees will need to show all the leases right 
in their statement of financial position instead of 
hiding them in the notes to the financial statements.

What is a lease under IFRS 16?
A contract is or contains a lease if it conveys 
the right to control the use of an identified 
asset for a period of time in exchange for 
consideration (IFRS16, par.9).
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This definition of lease is much broader than under 
the old IAS 17 and we must assess all our contracts for 
potential lease elements. We should carefully look at:

• Can the asset be identified? E.g. is it physically 
distinct?

• Can the customer decide about the asset’s use?
• Can the customer get the economic benefit from 

the use of that asset?
• Can the supplier substitute the asset during the 

period of use?
If the answer to these questions is YES, then it’s 
probable that your contract contains a lease.

Under IFRS 16, you need to separate lease and non-
lease components in the contract. For example, if you 
rent a warehouse and rental payments include the 
fees for cleaning services, then you should separate 
these payments between the lease payments and 
service payments and account for these elements 
separately. However, lessee can optionally choose 
not to separate these elements, but account for the 
whole contract as a lease (this applies for the whole 
class of assets).

Entities most likely to be affected by 
the changes (IFRS-16):
The effects of IFRS 16 will need to be assessed on 
the facts and circumstances relevant to each entity. 
This will further be impacted by the different capital 
structures that entities have adopted, for example 
an entity that typically rents office space, which is 
being accounted for as an operating lease, will be 
more significantly impacted than an entity that has 
purchased office space. It is expected that certain 
industries will be more significantly impacted than 
others. Some of the types of contracts that entities 
would need to consider include:
• Retail and consumer product entities
• Telecommunications entities
• Banking and other financial services
• Metals and mining entities
• Oil and gas entities
• Insurance entities

Transition Period:
The new standard is effective for annual periods 
beginning on or after 1 January 2019. Early application 
is permitted if IFRS 15 has already been applied or is 
applied at the same date as the new leases standard. 
Lessees with existing finance leases and lessors carry 
over existing balances at the date of initial application 
of the new standard (except for intermediate lessors 
in a sublease).  Lessees are permitted to choose either 
a full or a modified retrospective transition approach 

for leases existing at the date of transition. Certain 
transition relief is available under the modified 
approach. Disclosures are required in accordance 
with IAS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors, with certain revisions.

Early preparation is recommended due to complexity 
of challenges.

Accounting for leases by lessees:

Initial recognition
At lease commencement, a lessee accounts for two 
elements:

1. Right-of-use asset: Initially, a right-of-use asset is 
measured in the amount of the lease liability and 
initial direct costs. Then it is adjusted by the lease 
payments made before or on commencement 
date, lease incentives received, and any estimate of 
dismantling and restoration costs.

2. Lease liability: The lease liability is in fact all 
payments not paid at the commencement date 
discounted to present value using the interest rate 
implicit in the lease (or incremental borrowing rate 
if the previous one cannot be set).These payments 
may include fixed payments, variable payments, 
payments under residual value guarantees, purchase 
price if purchase option will be exercised, etc.

Outline of Journal Entries:
1. Lessee takes an asset under the lease: 

• Debit Right-of-use asset
• Credit Lease liability (in the amount of the lease 

liability)
2. Lessee pays the legal fees for negotiating the 

contract: 
• Debit Right-of-use asset
• Credit Suppliers (Bank account, Cash, whatever is 

applicable)
3. The estimated cost of removal, discounted to 

present value (lessee will need to remove an asset 
and restore the site after the end of the lease term): 
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• Debit Right-of-use asset
• Credit Provision for asset removal (under IAS 

37)
Subsequent measurement:   After commencement 
date, lessee needs to take care about both elements 
recognized initially:
1. Right-of-use asset:  Normally, a lessee needs to 

measure the right-of-use asset using a cost model 
under IAS 16 Property, Plant and Equipment. It 
basically means to depreciate the asset over the 
lease term:
• Debit Profit or loss – Depreciation charge
• Credit Accumulated depreciation of right-of-use 

asset
However, the lessee can apply also IAS 40 Investment 
Property (if the right-of –use asset is an investment 
property and fair value model is applied), or using 
revaluation model under IAS 16 (if right-of-use 
asset relates to the class of PPE accounted for by 
revaluation model).
2. Lease liability: A lessee needs to recognize an 

interest on the lease liability:
• Debit Profit or loss – Interest expense
• Credit Lease liability

Also, the lease payments are recognized as a reduction 
of the lease liability:

• Debit Lease liability
• Credit Bank account (cash)

If there is a change in the lease term, lease payments, 
discount rate or anything else, then the lease liability 
must be re-measured to reflect all the changes.

Is this too complicated? Exemptions 
exist! 
IFRS 16 permits two exemptions (IFRS 16, par. 5 and 
following):
1. Leases with the lease term of 12 months or 

less with no purchase option (applied to the 
whole class of assets)

2. Leases where underlying asset has a low value 
when new (applied on one-by-one basis)

So, if we enter into the contract for the lease of PC, 
or we rent a car for 4 months, then we don’t need 
to bother with accounting for the right-of-use asset 
and the lease liability. We can simply account for all 
payments made directly in profit or loss on a straight-
line (or other systematic) basis.

Accounting for leases by lessors:
Nothing much changed in accounting for leases by 
lessors, so I guess you already are familiar with what 
follows.
Classification of leases: Unlike lessees, lessors 
need to classify the lease first, before they start 
accounting. There are 2 types of leases defined in IFRS 
16:
1. A finance lease is a lease that transfers 

substantially all the risks and rewards incidental to 
ownership of an underlying asset.

2. An operating lease is a lease other than a finance 
lease.

IFRS 16 (IFRS 16, par. 63) outlines examples of 
situations that would normally lead to a lease 
being classified as a finance lease (and they are 
almost carbon copy from older IAS 17):
1. The lease transfers ownership of the asset to 

the lessee by the end of the lease term.
2. The lessee has the option to purchase the asset at a 

price that is expected to be sufficiently lower than 
the fair value at the date of the option exercisability. 
It is reasonably certain, at the inception of the lease, 
that the option will be exercised.

3. The lease term is for the major part of the 
economic life of the asset even if the title is not 
transferred.

4. At the inception of the lease the present value of 
the lease payments amounts to at least substantially 
all of the fair value of the leased asset.

5. The leased assets are of such a specialized 
nature that only the lessee can use them without 
major modifications.

Accounting for finance lease by lessors:

Initial Recognition: At the commencement of 
the lease term, lessor should recognize lease 
receivable in his statement of financial position. 
The amount of the receivable should be equal to 
the net investment in the lease. Net investment 
in the lease equals to the payments not paid at the 
commencement date discounted to present value 
(exactly the same as described in lessee’s accounting) 
plus the initial direct costs.
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The journal entry is as follows:
• Debit Lease receivable
• Credit PPE (underlying asset)

Subsequent Measurement:  The lessor should 
recognize:

1. A finance income on the lease receivable: 
• Debit Lease receivable
• Credit Profit or loss – Finance income

2. A reduction of the lease receivable by the cash 
received: 
• Debit Bank account (Cash)
• Credit Lease receivable

Finance income shall be recognized based on a pattern 
reflecting constant periodic rate of return on 
the lessor’s net investment in the lease. IFRS 16 then 
also specifies accounting for manufacturer or dealer 
lessors.

Accounting for operating lease by lessors:

Lessor keeps recognizing the leased asset in his 
statement of financial position. Lease income from 
operating leases shall be recognized as an income 
on a straight-line basis over the lease term, 
unless another systematic basis is more appropriate. 
Here we can see that the accounting for operating 
leases is asymmetrical: both lessees and lessors 
recognize an asset in their financial statements (it’s 
a bit controversial and there were huge debates 
around).

Sale and Leaseback transactions: A sale and 
leaseback transaction involves the sale of an asset 
and the leasing the same asset back. 

In this situation, a seller becomes a lessee and a buyer 
becomes a lessor. This is illustrated in the following 
scheme:

Accounting treatment of sale and leaseback 
transactions depends on the whether the transfer 
of an asset is a sale under IFRS 15 Revenue from 
contracts with customers.

1. If a transfer is a sale: 

• The seller (lessee) accounts for the right-of-

use asset at the proportion of the previous 
carrying amount related to the right-of-use 
retained. Gain or loss is recognized only to the 
extend related to the rights transferred. (IFRS 16, 
par.100)

• The buyer (lessor) accounts for a purchase of an 
asset under applicable standards and for the lease 
under IFRS 16.

2. If a transfer is NOT a sale: 

• The seller (lessee) keeps recognizing transferred 
asset and accounts for the cash received as 
for a financial liability under IFRS 9 Financial 
Instruments.

• The buyer recognizes a financial asset under IFRS 
9 amounting to the cash paid.

Example 1:
Imagine you want to rent some space in the 
warehouse for storing your goods. You’d like to enter 
into a three years rental contract. The owner of that 
warehouse offers two options to you: 

• You will occupy a certain area of XY cubic meters, 
but the specific place will be determined by the 
owner of the warehouse, based on actual usage 
of the warehouse and free storage. 

• You will occupy the unit n. 13 of XY cubic meters 
in the sector A of that warehouse. This place is 
assigned to you and no one can change it during 
the duration of the contract. 

Both contracts look like lease contracts, and indeed, 
in both cases, you would book the rental payments an 
expense in profit or loss under older IAS 17. Under 
new IFRS 16, you need to assess whether these 
contracts contain lease as defined in IFRS 16. The 
first thing you would look at is whether an underlying 
asset can be identified. 

The first contract does not contain any lease, 
because no asset can be identified. The reason is that 
the supplier (warehouse owner) can exchange one 
place for another and you lease only certain capacity. 
Therefore, you would account for rental payments as 
for expenses in profit or loss.

The second contract does contain a lease, because 
an underlying asset can be identified– you are leasing 
the unit n. 13 of XY cubic meters in the sector A. 
Therefore, you need to account for this contract as 
for the lease and it means recognizing some asset and 
a liability in your balance sheet. 

Under new IFRS 16, you need to split the rental or 
lease payments into lease element and non-lease 
element, because you need to:
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• CU 1 429 relates to the cleaning element. 

3. How do we recognize these elements? 

At the commencement: 

• You need to recognize right to use a 
warehouse in the amount equal to the lease 
liability plus some other items like initial direct 
costs. 

• The lease liability is calculated at present value 
of lease payments over the lease term. In 
this case you need to calculate the present value 
of 3 payments of CU 8,571 (only lease element) 
at 5%, which is CU 23, 341. 

Accounting entry is then: 

Debit Right-of-use asset: EUR 23,341 
Credit Lease Liability: EUR 23,341 

Subsequently, when you make a payment and/or at 
the end of reporting period, you need to: 

• Recognize depreciation of the right-of-use 
asset over the lease term, in this case CU 7,780 
(CU 23,341/3) per year (I took straight-line 
depreciation); 

• Recognize re-measurement of the lease liability 
to include interest, exclude amounts paid and 
take any lease modifications into account. 

Year
Lease 

liability b/f
Add interest 

at 5%
Less amounts 

paid
Lease 

liability c/f

1 23, 341 1 ,167 - 8, 571 15 ,937 

2 15, 937 797 - 8, 571 8, 163 

3 8 ,163 408 - 8, 571 0 

Total n/a 2 ,372 - 25, 713 n/a 

This simple table illustrates our example:

When What
How 
much

Debit Credit

At the 
commencement 

Right-of-use 
asset + lease 
liability 

23, 341 
Right-of-use 
asset 

Lease liability 

At the end of 
the year 1 

Interest 1 ,167 
P/L: Interest 
expense 

Lease liability 

Rental 
payment 

10 ,000 
Cash (bank 
account) 

8 ,571 Lease liability 

1 ,429 
P/L: Expenses 
for cleaning 
services 

Depreciation 7 ,780 
P/L: 
Depreciation 

Right-of-use 
asset 

Summary of accounting entries under IFRS 16:

Now, let’s compare. 

• Under IAS 17, the impact on profit or loss in the 

• Account for a lease element as for a lease under 
IFRS 16 (if it meets the criteria in IFRS 16); and

• Account for a service element as before, in most 
cases as an expense in profit or loss.

From our example above: let’s say you took the option 
2 and you pay CU 10,000 per year. This payment 
includes the payment for rental of the unit n. 13 and 
its cleaning once per week. Therefore, you need to 
split the payment of CU 10,000 into lease element 
and cleaning element based on their relative stand-
alone selling prices (i.e. for similar contracts when got 
separately). 

You find out that you would be able to rent out similar 
unit in the warehouse next door for CU 9,000 per 
year without cleaning service, and you would need to 
pay CU 1,500 per year for its cleaning. 

• Allocate CU 8,571 (CU 9,000/(CU 9,000+CU 
1,500)) to the lease element and account for that 
as for the lease; and

• Allocate CU 1,429 (CU 1,500/ (CU 9,000+CU 
1,500)) to the service element and in this case, 
probably recognize it in profit or loss as an 
expense for cleaning.

This is not an easy thing, especially when the stand-
alone selling prices are not readily available.

Let, Annual rental payments are CU 10,000, including 
the cleaning services, all payable in arrears (at the 
end of year). Appropriate discount rate is 5% and the 
lease term is 3 years. How would you account for this 
contract under IAS 17 and IFRS 16?

Accounting under IAS 17 Leases

Under IAS 17, you need to classify the lease first. 
Based on warehouse’s economic life, lease payments, 
etc. you assess that this lease is operating. Therefore, 
accounting is very simple:

• At the commencement, you do nothing;

• At the end of each year, you simply book the 
rental expense of CU 10 000 in profit or loss. 

Accounting under IFRS 16 

Here, no classification is necessary as one accounting 
model applies to all leases. You need to follow 3 steps:

1. Is it a lease under IFRS 16?  Yes, here it probably is. 
Please see the explanation above.

2. Is there some element other than lease element? 
Do we need to separate?  Yes, we need to separate 
the cleaning element from the lease element. We 
did it above:

• CU 8 571 relates to the lease element;
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Type of expense IAS 17 IFRS 16 Note

Rental expense 30, 000 - 3*10 ,000 

Interest expense - 2 ,372 Table above 

Depreciation - 23 ,341 3*7, 780 

Cleaning expenses - 4 ,287 3*1 ,429 

Total 30, 000 30 ,000   

Example 2:
Company A leases a car for a period of four years 
starting on 1 Jan 20x9. The investment value is 
CU35,845. The lease requires payments of CU668 on 
a monthly basis for the duration of the lease term (i.e., 
CU8,016 pa). The annual lease component of the lease 
payments is CU6,672 and the service component is 
CU1,344. The residual value of the car at the end of 
the lease term is CU14,168. There is no option to 
renew the lease or purchase the car, and there is no 
residual value guarantee. The rate implicit in the lease 
is 5% The net present value of the lease payments 
using a 5% discount rate is CU24,192. The overall 
impact on the net profit is the same under IFRS 16 
and IAS 17, however, with the application of the right-
of-use model the presentation of lease payments in 
the statement of comprehensive income will change. 
Lease payments of an operating lease under IAS 
17 are presented within operating expenses, while 
under the right-of-use model, depreciation and 
interest expense will be recognized separately, having 
a positive impact on EBITDA. The overall cumulative 
effect on the net profit is the same under IFRS 16 
and IAS 17, however, with the application of the right-
of-use model the lease expense recognition pattern 
during the lease term and presentation of lease 
payments in the statement of comprehensive income 
will change. Also a right-of-use asset and lease liability 
is recognized in the financial statements of the lessee.

IFRS 16 – Impact on financial position and income

Jan 
2009

Dec 
2009

Dec 
2010

Dec 
2011

Dec 
2012

Total

Right-of-use asset 24,292 18,144 12,096 6,048 0

Lease Liability -24,192 -18,580 -12,687 -6,498 0

Operating expense–
service

0 1,344 1,344 1,344 1,344 5,376

Depreciation 0 6,048 6,048 6,048 6,048 24,192

Interest expense 0 1,083 797 496 120 2,496

Net Income 0 -8,475 -8,189 -7,888 -7,512 -32,064

IAS 17 – Impact on financial position and income

Jan 
2009

Dec 
2009

Dec 
2010

Dec 
2011

Dec 
2012

Total

Right-of-use asset 0 0 0 0 0

Lease Liability 0 0 0 0 0

Operating expense–
Lease and service

0 8,016 8,016 8,016 8,016 32,064

Net Income 0 -8,016 -8,016 -8,016 -8,016 -32,064

Getting Ready for IFRS-16 (10 Key Questions 
on the New Leases Standard):
• How many Leases do you have?
• Who holds your Lease information?
• What new Leases will you sign by 2019?
• How will IFRS 16 affect your KPIs?
• Will your covenant compliance be affected?
• Which transition method will you apply?
• Will you apply the optional exemptions?
• Are your operating Lease complete and accurate?
• What will you say about IFRS 16 in your 2018 

Annual Report?
• Who owns your IFRS 16 implementation projects?

[Source: IFRS website & IFRS provided free 
unaccompanied pdf version of the IFRS16]

Contents IAS 17 IFRS 16

Finance 
Lease 
(Major 
Changes )

Certain criteria to be 
met to recognize a lease 
as finance lease; such as 
substantially transfer of 
risks and rewards

IFRS 16 introduces a single lessee 
accounting model and requires a lessee 
to recognize assets  (right-of-use) and 
liabilities for All leases with a term 
of more than 12 months ( unless the 
underlying asset is of low value )

Operating 
Lease 
(Major 
Changes )

Lease is recognize as 
operating lease if the 
recognition criteria for 
finance lease is not met.

For Lessee: There's not concept of 
operating lease, however lessee may 
choose to EXPENSE out item of low 
value and lease with a term of less than 
12 months.

For Lessor: Lease is recognize as 
operating lease if the recognition 
criteria for finance lease is not met.

Sale and 
Lease 
back 

(Major 
Changes )

Lessor and lessee 
account for sale and 
lease back transactions as 
finance lease or operating 
lease and account for 
them as prescribed

For lessor and lessee, Accounting 
for sale and lease back depends on 
whether Transfer is sale or not a sale

year 1 was CU 10,000, as we recognized the full 
rental payment in profit or loss.

• Under IFRS 16, the impact on profit or loss in the 
year 1 was:

• Interest of CU 1 167, plus
• Depreciation of CU 7,780 plus 
• Expense for cleaning services of CU 1,429.
• TOTAL of CU 10,376. 

That’s actually more expenses in the first year under 
IFRS 16 than under IAS 17, isn’t it? The reason is that 
thanks to the new model, the pattern of expenses has 
changed: we have loads of interest in the beginning of 
the lease, but smaller expenses at the end of the lease 
when the lease liability is amortized.

In total, both models have the same profit or loss 
impact over total lease term:
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UPDATE ON
Dhaka Stock Market

The Journal is running a series of updates on Dhaka Stock Market. In this 
issue of THE COST & MANAGEMENT,  A.K.M. Shahidul Kirmany CMA (CIMA, 
UK), FCMA has given a reflection of relevant changes and updates on the 
Dhaka Stock Market. The analysis of the Dhaka Stock Market has been done 
considering the period from December 28, 2017 to February 28, 2018. Mr. 
Kirmany is presently working with the VIPB Asset Management Company 
Limited as Chief Operating Officer.

Macro-economy Update
Monetary Policy review:
• Bangladesh Bank projects average inflation to float 

around 5.7-6.0% in Jun’18

• FY18 real GDP growth projected at 7.1-7.4%

• Policy rates i.e. repo and reverse repo rates are 
kept un-changed at 6.75% and 4.75% respectively 

• Total domestic credit growth ceiling remains 
unchanged from the previous MPS at 15.8% for 
Jun’18. Low public credit growth trend is expected 
to continue, leaving room for higher private sector 
credit growth of 16.8%, in Jun’18

• Broad money (M2) and reserve money growth 
expected to improve to 13.3% and 12.0% 
respectively in Jun’18, while net foreign asset 
growth projection has been revised down to 0.1%

Stock Market Updates
December 28, 2017 to February 28, 2018

• The benchmark index of Dhaka Stock Exchange 
(DSEX) was down by 7.04% during the period. The 
daily turnover was highest on February 14, 2018.

DSE Performance (from December 28, 2017 
to February 28, 2018)

Key policy
H1FY18 
Target

H1FY18 
Actual

H2FY18 Policy 
stance

Average inflation % 5.50 5.70 6.00

Domestic Credit % 15.80 14.50 15.80

Reserve money growth % 12.80 13.30 12.00

Broad money growth% 12.90 10.70 13.30

Private sector credit growth % 16.20 18.10 16.80

Public sector credit growth % 3.60 -9.30 8.30

Net foreign asset growth% 7.00 0.50 0.10

Repo rate % - - 6.75

Reserve repo rate % - - 4.75

Index Open Close Point Change % Change

DSEX 6,244.52 5,804.94 -439.58 -7.04%

DSES 1,390.66 1,361.04 -29.62 -2.13%

DS30 2,283.22 2,146.37 -136.85 -5.99%

68 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-46, NUMBER-01, JANUARY-FEBRUARY 2018



• Banks, Telecommunication, Pharmaceuticals & 
Chemicals, Fuel & Power holds 20.51%, 17.79%, 
14.46%, 10.16% of the market capitalization 
respectively.

Sectoral Market Capitalization and turnover 
(December 28, 2017)

• In December, 2017 the total turnover in the public 
market of DSE was Tk. 92.38 billion. 

Sectoral Turnover (December, 2017)

Top 10 Companies by Market Cap – December 
28, 2017

Top ten gainersand losers in terms of market 
price (from December 28, 2017 to February 28, 
2018)

Sector
Market 

Capitalisation in mn
% of total 

Market Cap

Banks 752,553.35 20.51%

Financial Institutions 244,029.05 6.65%

Insurance 94,376.79 2.57%

Mutual Funds 42,311.86 1.15%

Food & Allied Product 285,604.03 7.78%

Pharmaceuticals & Chemicals 530,786.65 14.46%

Textile 121,713.26 3.32%

Engineering 208,190.72 5.67%

Ceramic 28,691.72 0.78%

Tannery 27,595.98 0.75%

Paper & Printing 1,938.75 0.05%

Jute 1,959.69 0.05%

Cement 138,562.96 3.78%

Fuel & Power 372,842.69 10.16%

Services &Realestate 23,586.33 0.64%

IT - Sector 16,411.83 0.45%

Telecommunication 652,723.01 17.79%

Travel and Leisure 24,662.05 0.67%

Miscellaneous 95,019.25 2.59%

Corporate Bond 6,027.16 0.16%

Grand Total 3,669,587.13 100.00%

Sl 
No.

Name 
Mkt.Cap.  
Tk. Mn

 % of total 
Mkt. Cap. 

1 Grameenphone Ltd. 635,721.25 17.32

2 Square Pharmaceuticals Ltd. 222,544.63 6.06

3 British American Tobacco Bangladesh 204,096.00 5.56

4
Investment Corporation Of 
Bangladesh

106,312.50 2.90

5 BRAC Bank Ltd. 92,704.73 2.53

6 Lafarge Surma Cement Ltd 81,180.01 2.21

7 Renata Ltd. 78,728.87 2.15

8 United Power Generation 65,729.28 1.79

9 Islami Bank Bd Ltd 58,925.28 1.61

10 Olympic Industries Ltd. 57,642.38 1.57

Top ten gainer Top ten loser

TICKER GAIN (%) TICKER LOSS (%)

DULAMIACOT 96.98% ALIF -47.41%

MEGCONMILK 71.78% OIMEX -34.66%

SONARGAON 63.76% AIL -34.34%

JUTESPINN 61.47% GSPFINANCE -32.57%

MEGHNAPET 58.79% NAHEEACP -32.43%

BANGAS 56.75% CITYBANK -28.01%

MONNOCERA 52.06% LANKABAFIN -26.99%

APEXFOODS 49.50% FASFIN -26.27%

BXSYNTH 48.31% MIDASFIN -23.94%

USMANIAGL 42.01% DUTCHBANGL -22.93%
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• The number of beneficiary owners’ accounts 
increased by 42,800 in October-December of the 
just-concluded year 2017.

• The Dhaka Stock Exchange has decided that it 
would soon request the government to exempt 
Treasury bond trading at the secondary bond 
market from paying tax. 

• City Bank has recently secured $10 million 
funds from the Norwegian Development Bank 
(Norfund) to support its offshore banking unit and 
project financing requirements of customers

• Square Pharmaceuticals Limited, one of the major 
pharmaceuticals companies in Bangladesh, is set to 
build a factory in Kenya’s Athi River, a town outside 
Kenya’s capital Nairobi

• The Bangladesh Bank (BB) has approved the 
proposal of transferring 99.99 per cent shares of 
Meghna Energy Limited to Heidelberg Cement 
Bangladesh for a total consideration of above Tk 
910.75 million. 

• Large Taxpayers Unit (Value-Added Tax) of the 
National Board of Revenue has demanded Tk 
212.86 crore in unpaid VAT and excise duty from 
state-own Dhaka WASA, private Prime Bank Ltd 
and mobile operator Grameenphone Ltd

• The initial public offering (IPO) subscription of 
Intraco Refueling Station Limited (IRSL) will begin 
on March 18, aiming to raise Tk 300 million from 
the public under the fixed price method.

• Electricity producer Summit Power International 
plans to list on the Singapore Exchange Ltd (SGX) 
by April, what is likely the first company from 
Bangladesh to offer shares in the city-state, as it 
seeks to raise funds to invest in assets across Asia.

• The securities regulator has set some code of 
conduct for eligible investors (EIs) in the bidding 
process to ensure ‘justified’ price of IPO (initial 
public offering) shares under the book building 
method. The regulator asked the EIs to take 
into consideration all aspects including financial, 
technical, managerial, commercial, economic, 
ownership etc. of the securities offered and its 
issuer. 

Disclaimer:

Investing involves risk. The value of an investment and the 
income from it will fluctuate and investors may not get back 
the principal invested. 

Past performance is not indicative of future performance. It 
is for informational purposes only. This document does not 
constitute investment advice or a recommendation to buy, 
sell or hold any security and shall not be deemed an offer to 
sell or a solicitation of an offer to buy any security.

Certain data used are derived from various sources believed 
to be reliable, but the accuracy or completeness of the data 
is not guaranteed and no liability is assumed for any direct 
or consequential losses arising from their use. This material 
has not been reviewed by any regulatory authorities.

Stock market goes up 
or down, and you can’t 
adjust your portfolio 
based on the whims of 
the market, so you have 
to have a strategy in a 
position and stay true to 
that strategy and not pay 
attention to noise that 
could surround any par-
ticular investment.

-John Paulson
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World
CMA Students’

Foysal Kabir Sohag is a final level student of ICMAB. He has completed 1800 
marks. His home district is Natore. He completed his BBA & MBA in Marketing 

from University of Rajshahi. Currently he is working as an Accounts Officer, 
Finance & Control in Nestlé Bangladesh Ltd. During his educational life he was 
involve with many social activities. (Such as Organizing Secretary of Badhon, 

Google Map Maker etc.).

Why do you pursue CMA education from 
ICMAB?

I knew about ICMAB from my elder brother Feroz 
Hossain, who is a qualified member of ICMAB. The 
Institute of Cost and Management Accountants of 
Bangladesh (ICMAB) is an excellent professional 
institute and the only provider of CMA degree in 
Bangladesh. During 2009 ICMAB Rajshahi Branch 
was just beside my department. Because of that I 
was connected with the ICMAB and this helped me 
to take the right decision. After my BBA graduation, I 
have got admitted at ICMAB. 

How do you make a comparison between 
CMA education and other academic 
qualifications?

The world is moving fast and becoming competitive 

This section focuses on reflections from young students of ICMAB and how they have been 
pursuing their CMA career path and facing challenges in CMA study at the beginning of their 
career.

in every aspect. So, if we want to achieve something 
different then we should do something apart from 
our traditional education. 

Getting a Cost and Management Accountants 
qualification might look cumbersome and time-
consuming, but this will give us a huge boost in career.

The most amazing thing of ICMAB is the relationship 
between the CMA & would be CMA. Everybody is 
connected with other body. This are co-operative 
and supportive. 

What are the main challenges you faced in 
studying CMA education?

After Joining at Nestle Bangladesh Ltd. it became 
challenging for me. Time management for my study, 
new schedule, new environment all were challenging 
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for me. Actually these are part of life, we have to 
accept that challenges to make myself better. 

Do you think that CMA qualification will 
help you to get added advantage in the job 
market?

Yes, because of CMA education Ihavegotopportunity 
to work with a MNC like Nestle. In today’s 
competitive job market, it is important for job seeker 
to stand out from the crowd. ICMAB is such a degree 
that differentiate the job seeker from the crowd.  

The Cost and Management  Accountants qualification 
opens the door to a wide range of exciting career 
opportunities, in every sector of business and finance, 
both in Bangladesh and in global.

What are the strategy you are following to 
complete the CMA education on schedule?

To complete the CMA education most important 
thing is dedication, determination, consistency and 
optimum use of time.  Before studying every subject, 
I have prepared chapter wise written plan including 
list of reference books. I always used to follow a 
strategy before going through a particular chapter- 
used to watch video lecture, download articles & 
power point slide and read it carefully. I think this is 
more effective and efficient way to learn new things. 

What do you expect to get from ICMAB as 
a student?

Last few years ICMAB has taken a number of 
initiatives that have been admired. I believe it will 
continue to do so in coming years. 

ICMAB should have own updated version of study 
manual. It would be great if we could get learning 
facilities through internet and make it available in 
YouTube. Library and E-library both should be more 
resourceful and latest edition of books should be 
available. 

Could you remember any memorable 
event during your study at ICMAB?

There are many memorable events but to me 
the most memorable event was participating in 
Expedition for Excellence program arranged by 
“business learners’ case study team”. Without any 
doubt that was really an amazing and life changing 
program. In that program our honourable Zillur 
Rahman, FCMA sir played the role of mentor. Before 
every exam “business learners’ case study team” 
arranged that program. During that program we 
prepared a written plan for our upcoming exam, 
how to  become a better human, identify individual’s 
strength and weakness and many more. 

Do you think the CMA qualification will be 
able to fulfill your aspirations.

Learning is a treasure that will follow its owner 
everywhere. CMA is such a degree that always keep 
us updated with the change of time. I always want to 
establish myself as a corporate leader. I believe that 
CMA qualification is the best choice for me which 
can fulfil my dream.

[Interviewed by Sazedul Hoq ACMA]

The most amazing 
things of ICMAB is the 
relationship between the 
CMA & deemed CMA. Each 
and everybody connected 
with each other, co-
operative and supportive. 
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NEWS

The 46th Annual General Meeting of the Institute of Cost and Management Accountants of Bangladesh 
(ICMAB) was held on December 29, 2017 at ICMAB Ruhul Quddus Auditorium, ICMA Bhaban, Nilkhet, Dhaka.

Mr. Jamal Ahmed Choudhury FCMA, President of the Institute presided over the Meeting. Mr. Md. Abdur 
Rahman Khan FCMA, Secretary presented the Report of the  Institute’s Council for the year 2016-2017. 
Prof. Dr. Swapan Kumar Bala FCMA, Treasurer presented the Audited Accounts and Financial Reports of the 
Institute for the year 2016-2017.

Past Presidents, Council Members and a large number 
of Fellow and Associate Members of the Institute 
attended the Annual General Meeting.

Prof. Mamtaz Uddin Ahmed FCMA and Mr.  
Mohammed Salim FCMA, Vice Presidents of the 
Institute replied to the questions as raised by the 
members relating to the Examination and Education.

46th AGM of ICMAB held
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ICMAB Best
CORPORATE AWARD-2016
The Institute of Cost and Management 
Accountants of Bangladesh (ICMAB) 
organized a grand gala program at Pan 
Pacific Sonargaon Hotel in the city on 
January 28, 2018 for distribution of awards 
among 27 enterprises covering different 
sectors including banks, non-banking 
financial institutions, General insurance, 
Manufacturing, power Generation and 
Miscellaneous categories. in recognition 
of the culture of corporate governance.
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President of ICMAB Mr. Jamal Ahmed 
Choudhury FCMA delivered the 
welcome address while Chairman 
of Corporate Award and Branding 
Committee Mr. Mohammad Ali Nawaz 
FCMA and Mr.  Md.  Abdur Rahman Khan 
FCMA, Secretary of ICMAB delivered 
the vote of thanks on the occasion.

Finance Minister Abul Maal A. Muhith, MP distributed 
the ICMAB Best Corporate Award- 2016 at the 
ceremony as Chief Guest. Professor Dr. M. Khairul 
Hossain, Chairman, Bangladesh Securities and 
Exchange Commission and Mr. C. Q. K. Mustaq 
Ahmed, Chairman, Financial Reporting Council 
(FRC) were present as the Special Guests.

Chief Guest of the program, Mr. Abul Maal Abdul Muhith 
M.P, honorable Finance Minister handed over a Crest 
to the Past President of the Institute Mr. Muzaffar 
Ahmed FCMA (F-0038) in recognition of his invaluable 
contribution in introducing and organizing this award 
since inception in 2007.
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Conference on
Changing Corporate Reporting Landscape
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) organized a Conference on the 
theme “Changing Corporate Reporting Landscape” at ICMAB Ruhul Quddus Auditorium, Dhaka on January 
13, 2018.

The conference addresses two emerging corporate reporting 
frameworks, i.e., sustainability reporting and integrated reporting, which 
changed the corporate life of professional accountants significantly. 
Two renowned globally acclaimed professionals acted as the resource 
persons in the conference. Dr. Ataur Rahman Belal FCA, FCCA, FCMA, 
Professor and former Head, Department of Accounting, Aston University, 
UK presented technical paper on ‘Role of Accounting in Sustainable 
Development’ during the first session while Dr. A.K.M. Zahirul Hoque 
FCPA, FCMA, Professor of Management Accounting/Public Sector, La 
Trobe University, Australia presented a paper on Integrated Reporting-
Fundamentals, Opportunities and Challenges in the second session 
respectively.

The conference began with the welcome address of Mr. Jamal Ahmed 
Choudhury, FCMA, President ICMAB and ended with the vote of thanks 
from Mr. Md. Abdur Rahman Khan FCMA, Secretary ICMAB.
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Training on
“IFRS-16: Leases” for CMA Students
In order to equip CMA students with the knowledge of IFRS, the Institute organized a Training Program on 
“IFRS-16: Leases” for the students of ICMAB on January 20, 2018 from 6.00 p.m. to 8.00 p.m. at ICMA Bhaban, 
Nilkhet, Dhaka.

The Training Program was conducted by Mr. Md. 
Shafiqul Alam FCMA, Group CFO & Company 
Secretary, Super Star Group. Mr. Mohammed Salim 
FCMA, Vice President & Chairman, Education 
Committee was present in the inaugural session of 
the training. Around 80 CMA students attended the 
said training program.

Mr. Md. Mizanoor Rahman FCMA (F-0419) passed away due to heart 
failure on January 7, 2018 at 4:00 a.m. at Bangabandhu Sheikh Mujib 
Medical University Hospital. He was 55.

On behalf of the Institute we express condolence to his bereaved 
family and pray to the Almighty for the salvation of his departed 
soul.

May Allah rest him in eternal peace.

We Mourn
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New Office Bearers 
 of the Institute for2018

The 16th Council of the Institute in its 10th meeting held on 
February 18, 2018 elected the following Office Bearers for 
the year 2018:

New Office Bearers of the Institute for 2018

Institute’s newly elected President Mr. Mohammed 
Salim FCMA is congratulated by immediate past 
President Mr. Jamal Ahmed Choudhury FCMA on 
February 18, 2018 after assuming his presidentship.

1. Mr. Mohammed Salim FCMA President

2. Mr. M.  Abul Kalam Mazumdar FCMA Vice-President

3. Mr.  Arif Khan FCMA Vice-President

4. Mr. Md. Abdur Rahman Khan FCMA Secretary

5. Prof. Dr. Swapan Kumar Bala FCMA Treasurer

DINNER The Councilors and past Presidents and Past 
Vice Presidents of the Institute were invited by 
the immediate Past President Mr. Jamal Ahmed 
Choudhury FCMA to the President’s Dinner in 
Sonargaon Pan pacific Hotel, Dhaka on February 
18, 2018 and to offer suggestions for betterment 
of the Institute and the profession.  Among the 
Past Presidents Mr. Md. Ruhul Amin FCMA, Mr. M. 
Abul Kalam Mazumdar FCMA, Prof. Mamtaz Uddin 
Ahmed, FCMA, Mr. AKM Delwer Hussain FCMA, 
Mr. A.S.M Shaykhul Islam FCMA, Mr. Md. Abdul Aziz, 
FCMA, Mr. Rafiq Ahmad and Mr. Muzaffar Ahmed 
FCMA attended the meeting. The council members 
also attended the dinner. 

President ’s

78 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-46, NUMBER-01, JANUARY-FEBRUARY 2018



New Office Bearers 
 of the Institute for2018

Mr. Mohammed Salim FCMA has been elected President of the Institute of Cost and Management 
Accountants of Bangladesh (ICMAB) in its 10th meeting of the 16th Council held on 18 February 
2018.  Prior to his new role, Mr. Salim was the President of the Institute for the year 2014 and Vice 
President in 2011, 2012, 2013 & 2017. He was the Secretary and Treasurer of the Institute in 2005 
and 2006 respectively. He was Chairman of Dhaka Branch Council of ICMAB for the year 2001. He was 
elected four times as member of Dhaka Branch Council for the years 1992, 1993, 1994 and 2001. Mr. 
Mohammed Salim FCMA is currently working as Senior Financial Management Consultant in Central 
Procurement Technical Unit (CPTU), IMED, Ministry of Planning of the Government of Bangladesh.

Mr. Salim obtained his Masters of Business Administration (MBA) in Finance and Diploma of Management Studies (DMS) from 
University of Hull (UK) in 1995 and 1997 respectively. He is also a member of Chartered Institute of Public Finance and 
Accountancy (CIPFA), UK. Mr. Salim served the Titas Gas Transmission and Distribution Co. Ltd. from the year 1987 to 1998. He 
also served the Power Grid Company of Bangladesh Ltd. as General Manager (Finance). Mr. Salim participated in many training 
programs and seminars on financial issues, Energy and Power Management etc. at home and abroad. Mr. Salim is a widely traveled 
man. He performed Holy Haj in the year 2006. He is blessed with one son and one daughter. 

Mr. M. Abul Kalam Mazumdar FCMA did MBA from Institute of Business Administration, Dhaka University 
and is a Certified Management Consultant (CMC) from Council of Management Consultants, Australia. 
He earned a diploma with distinction on Managerial Control and Management Information Systems 
from Netherlands. 

Currently he is the Executive Vice President of Anlima Yarn Dyeing Ltd. a public limited company listed in 
both the stock exchanges of the country. Previously he served Beximco Group, Ministry of Finance and 
Bangladesh Jute Mills Corporation in various capacities. 

Mr. Mazumdar was the President of the Institute in 2000, Vice President for the years 1996 and 1997, 
Secretary for the years 1994 & 1995 and Treasurer for the year 1993. 

After qualifying as Cost and Management Accountant in 1984 Mr. Mazumdar played active role for formation of Dhaka regional 
council of the Institute, Dhaka Branch Council (DBC). He was the Chairman, Secretary and Treasurer of the Dhaka Branch Council 
(DBC) during the years 1989, 1987 and 1986 respectively. He contributed for the Institute’s journal, The Cost and Management, 
as Editor and Associate Editor for more than a decade. He is the author of a number of local and international seminar, conference 
and research papers and he has few international publications to his credit.

President

Vice President
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Mr. Md. Abdur Rahman Khan FCMA has been working as Deputy Secretary in Finance Division of the 
Ministry of Finance of the Government of Bangladesh. Before this, he worked in income tax administration 
for about 22 years in home and abroad. He started his taxation career in 1994 as an Assistant 
Commissioner of Taxes and later on worked as Deputy Commissioner, Joint Commissioner and Additional 
commissioner of Taxes. As Additional Commissioner of Taxes, he worked as First Secretary (Tax Policy) in 
National Board of Revenue (NBR) and had been involved in formulation of Finance Act 2014 and Finance 
Act 2015. He also worked as an International Adviser of the United Nations and as a consultant of the 
World Bank during 2004-2011 periods. Mr. Khan is the Secretary of the Institute (2015, 2016 & 2017) 
and a Board Member of Public Sector Financial Management Committee (PSFMC) in Confederation of 
Asian and Pacific Accountants (CAPA).

After obtaining post graduation degree in Accounting from University of Chittagong, Mr. Khan obtained his second masters in 
Government Financial Management from University of Ulster of the United Kingdom. He has written a good number of articles on 
taxation in reputed professional journals and presented number of papers in national and international seminars and workshops. 
Mr. Khan has strong passion in teaching and worked as a part time faculty in Dhaka University, North South University, Jahangir 
Nagar University, University of Development Alternative, ICMAB, Financial Management Academy (FIMA) and BPATC. He is also 
Life Member, Asiatic Society of Bangladesh.

Arif Khan brings more than 27 years of management experience to IDLC having served in various 
prestigious local, multinational and government organizations in the financial services sector.

Mr. Khan most recently served as a Commissioner of Bangladesh Securities and Exchange Commission 
(BSEC) in a 5 year stint and has been widely acclaimed for his role in the development of the capital 
market of Bangladesh. Prior to this, he served IDLC Finance Limited for 15 years before leaving as the 
Deputy Managing Director. In this role he played a key role in the growth of the company as well as 
development of several business wings.

He began his career in 1991 as a Probationary Officer in AB Bank Limited.

Mr. Khan is a Fellow Member (FCMA) of the Institute of Cost and Management Accountants of Bangladesh (ICMAB). He also holds 
the Chartered Financial Analyst (CFA) Charter and is a member of the CFA Institute, USA. He was founding President of Bangladesh 
Merchant Bankers’ Association (BMBA).

Mr. Khan holds a Master of Business Administration (MBA) degree from the Institute of Business Administration (IBA) of Dhaka 
University. He also obtained a Master of Commerce degree in Finance and Banking from Dhaka University.

Prof. Dr. Swapan Kumar Bala FCMA has currently been working as the Commissioner of Bangladesh 
Securities and Exchange Commission (BSEC) since April 19, 2016. Earlier he served Dhaka Stock 
Exchange (DSE) as Managing Director/CEO and an ex-officio Board Member. Under his able management 
leadership, DSE has been demutualized in November 2013. He began his teaching career at Dhaka 
University as a Lecturer of Accounting in 1991 and became Professor in 2011. He is an IFRS professional 
from ICAEW (UK). He obtained his Bachelor and Masters in Accounting from Department of Accounting 
& Information Systems, Dhaka University. He obtained ‘Certificate of Achievement on BIDS Advanced 
Course on Economics and Quantitative Techniques’, an M. Phil. equivalent program, from BIDS. He did his 
Ph.D. on VAT from Dhaka University.

Dr. Bala has been the Treasurer of the Institute of Cost and Management Accountants of Bangladesh (ICMAB) since 2015 and 
present Chairman, SAFA Committee on NPOs and Cooperative Sector. He was the Editor of the ICMAB Journal (March 2012 to 
Feb. 2013). He was also the Chairman of Dhaka Branch Council of ICMAB (2008). Dr. Bala is a Professional Member of IMA (USA), 
an Associate Member of Virtual Institute, UNCTAD and a life member of the Asiatic Society of Bangladesh. He has extensive Training 
of Trainers (ToT) experience including Leadership ToT Programs organized by IFC at Dhaka and IIM Calcutta held at Kuala Lumpur, 
Malaysia. Dr. Bala also rendered professional services to Bangladesh Bank, NBR, ICAB, ISTCL, icddr,b and BICM. He participated 
in several Securities Market Development Programs held in USA (SEC, US XBRL and MIT), Qatar, South Korea, Germany, Brazil, 
China, Maldives, the Philippines, Hong Kong, Austria, Japan and Sweden. To his credit, he has 78 research articles (26 international), 
9 research monographs, 9 books, 1 study manual, 52 seminar papers and 9 entries in Banglapedia.

Secretary

Vice President

Treasurer

Arif Khan, CFA FCMA

CEO & Managing Director, IDLC Finance Limited
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ICMAB Treasurer Prof. Dr. Swapan 
Kumar Bala FCMA was giving his 
speech as a special guest at the 
seminar on “Importance of IPO 
in Industrialization” organized 
by businesshour24.com, a 
leading business newsportal of 
Bangladesh and held at a local 
hotel on Februrary12, 2018. The 
seminar was attended by Dr.  A. B. 

Mirza Azizul Islam, former Advisor to the Caretaker Government, as the Chief Guest, Mr. Faruq Ahmad Siddiqi, 
former Chairman of BSEC as the special guest and Mr. Mahmood Osman Imam FCMA, Professor, Department 
of Finance, Dhaka University, as a discussant.

ICMAB Treasurer and BSEC Commissioner Prof. Dr. Swapan Kumar 
Bala FCMA was giving the concluding speech at the “Day-long 
Workshop in Relation to Offloading of Shares of Government-
Owned Companies” organized by the Bangladesh Securities and 
Exchange Commission (BSEC) at its auditorium at Agargaon, Dhaka 
on Februrary12, 2018. The workshop was inaugurated by Mr. Md. 
Eunusur Rahman, Senior Secretary, Financial Institutions Division, 
Ministry of Finance and the inaugural session was chaired by Dr. M. 
Khairul Hossain, Chairman, BSEC. In the workshop, Mr. Mohammad 
Rezaul Karim ACMA (Director, BSEC) gave a presentation on 
“Capital Raising by Issuing Securities”,  Mr.  Kamrul Anam Khan FCMA 
(Director, BSEC) gave a presentation on “Bangladesh Securities and 
Exchange Commission (Public Issue) Rules, 2015” and Mrs. Ruksana 
Rashid FCMA (Executive Director, BSEC) was the panel member of 
the interactive question and answer session.

ICMAB Treasurer Prof. Dr. Swapan Kumar Bala FCMA and the Editor of the Institute’s journal Mr. Shawkat 
Hossain FCMA were discussants at a day-long research workshop on “Venture Capital Financing in Bangladesh: 
An Exploration” organized by the Bangladesh Institute of Bank Management (BIBM) at its auditorium at Mirpur, 
Dhaka on Februrary15, 2018.   
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CMA December-2017 Examination Results
The Institute of Cost and Management Accountants 
of Bangladesh has published the results of the 
CMA December-2017 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:  
DHK-11917, DHK-12005, DHK-12008, DHK-12160, 

DHK-12208, DHK-12724, CTG-01786 = 07.

Passed Professional Level–III:  
DHK-11909, DHK-11910, DHK-12023, DHK-12208, 

DHK-12279, DHK-12296, DHK-12315, DHK-12586, 

DHK-13098, DHK-13157, DHK-14091, DHK-14401= 12.

Passed Professional Level–II:  
DHK-11632, DHK-12147, DHK-12403, DHK-12647, 

DHK-12677, DHK-13079, DHK-13084, DHK-13099, 

DHK-13186, DHK-13214, DHK-13498, DHK-14113, 

DHK-14492, CTG-01627, CTG-01829, CTG-01884   = 16.

Passed Professional Level–I:  
DHK-11702, DHK-11747, DHK-11937, DHK-12237, 

DHK-12592, DHK-12663, DHK-12677, DHK-12683, 

DHK-12685, DHK-12773, DHK-13007, DHK-13136, 

DHK-13178, DHK-13314, DHK-13418, DHK-13646, 

DHK-13770, DHK-14213, DHK-14224, DHK-14588, 

CTG-01595, CTG-01625, CTG-01631, CTG-01699, CTG-

01804 = 25.

Passed Foundation Level: 
DHK-12088, DHK-12532, DHK-12729, DHK-12892, 

DHK-13007, DHK-13012, DHK-13109, DHK-13310, 

DHK-13322, DHK-13420, DHK-13446, DHK-13494, 

DHK-13514, DHK-13952, DHK-13968, DHK-14275, 

DHK-14585, CTG-01572 = 18.

Passed Operational Level: 
DHK-11828 = 01.

Passed Business Level: 
DHK-11648, DHK-11692, DHK-11782, DHK-11788, 

DHK-11792, DHK-11810, DHK-11811, DHK-11827, 

DHK-11863, DHK-11867, DHK-11881, DHK-11886, 

DHK-11906, DHK-12056, DHK-12062, DHK-12102,  

DHK-12173, DHK-12181, DHK-12230, DHK-12268, 

MD. FARHAD MIAH

DHK-11917

MOHAMMED BELAL UDDIN

DHK-12208

MD. MURAD AHSAN

DHK-12008

TANIA HAMID

DHK-12724

NUR MD. JAHANGIR

DHK-12005

MD.  AKRAM HOSSAIN

DHK-12315

RITON NATH

DHK-12160

GAZI MD. NOMAN KAICHER

CTG-01786
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DHK-12270, DHK-12283, DHK-12310, DHK-12339,  

DHK-12340, DHK-12482, DHK-12487, DHK-12511, 

DHK-12595, DHK-12639, DHK-12695, DHK-12757,  

DHK-12776, DHK-12807, DHK-12816, DHK-12824, 

DHK-12846, DHK-12855, DHK-12863, DHK-12868,  

DHK-12897, DHK-12957, DHK-12967, DHK-13030, 

DHK-13032, DHK-13053, DHK-13085, DHK-13123,  

DHK-13126, DHK-13189, DHK-13200, DHK-13292, 

DHK-13368, DHK-13386, DHK-13401, DHK-13431,  

DHK-13546, DHK-13582, DHK-13597, DHK-13614, 

DHK-13683, DHK-13706, DHK-13812, DHK-13839,  

DHK-13980, DHK-13987, DHK-14029, DHK-14085, 

DHK-14122, DHK-14151, DHK-14218, DHK-14259,  

DHK-14339, DHK-14399, DHK-14402, DHK-14434, 

DHK-14437, DHK-14444, DHK-14448, DHK-14450,  

DHK-14470, DHK-14509, DHK-14538, DHK-14566, 

DHK-14574, DHK-14587, DHK-14624, DHK-14629,  

DHK-14663, DHK-14745, DHK-14749, DHK-14750, 

DHK-14756, RAJ-00236, RAJ-00240, RAJ-00249, RAJ-

00293, RAJ-00294, KHU-00589, KHU-00637, KHU-00652, 

KHU-00666, CTG-01638, CTG-01719, CTG-01720, CTG-

01736, CTG-01744, CTG-01762, CTG-01790, CTG-01791, 

CTG-01796, CTG-01811, CTG-01856, CTG-01958, CTG-

02002, COM-00209  = 116.

CONGRATULATIONS!!

The following employees of the Institute have been promoted to their next positions from their previous 
positions. Congratulations to all of them !

Passed Knowledge Level: 
DHK-11772, DHK-11905, DHK-12010, DHK-12026, 

DHK-12058, DHK-12113, DHK-12151, DHK-12161,  

DHK-12352, DHK-12370, DHK-12371, DHK-12644, 

DHK-12645, DHK-12696, DHK-12712, DHK-12789,  

DHK-12922, DHK-12947, DHK-12990, DHK-12995, 

DHK-13131, DHK-13194, DHK-13203, DHK-13235,  

DHK-13348, DHK-13353, DHK-13391, DHK-13398, 

DHK-13756, DHK-13925, DHK-14084, DHK-14232,  

DHK-14240, DHK-14309, DHK-14310, DHK-14378, 

DHK-14559, DHK-14681, RAJ-00227, RAJ-00273,     RAJ-

00274, RAJ-00297, RAJ-00303, RAJ-00304, KHU-00560, 

KHU-00564, KHU-00566, KHU-00568,       KHU-00574, 

KHU-00590, KHU-00630, KHU-00631, KHU-00632, KHU-

00642, CTG-01629, CTG-01648,  CTG-01674, CTG-

01686, CTG-01695, CTG-01706, CTG-01777, CTG-01785, 

CTG-01827, CTG-01835,      CTG-01837, CTG-01838, 

CTG-01841, CTG-01956, CTG-01988, COM-00212, 

COM-00213, COM-00216, COM-00218, COM-00219, 

COM-00227, COM-00232, COM-00233, COM-00234, 

COM-00241, COM-00242, COM-00243,  COM-00244,  

COM-00246,  COM-00250,  COM-00259,  COM-00261 

= 86.

Sl Name Previous position Promoted to

1. Talukder Md. Rawfur Shahid Dawn Officer Assistant Director

2. Ms. Nilufar Yesmin Senior Office Assistant Assistant Officer

3. Mr. Shah Alam Shohag Senior Office Assistant Assistant Officer

4. Mr. Mohammad Jamal Hossain Junior Office Assistant Senior Office Assistant

5. Mr. Md. Rashedul Islam Junior Office Assistant Senior Office Assistant 

6. Mr. Moinur Rahman Office Shahayak Junior Office Assistant
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BRANCH
COUNCILS activities

Dhaka Branch Council (DBC) Elected for the term – 2018:

Sl. No. Name of the Members Mem. No.

01. Mr. Md. Abdus Satter Sarkar FCMA F-0457

02. Mr.  A.K.M. Kamruzzaman FCMA F-0497

03. Mr.  A.K.M. Zakaria Hossain FCMA F-0539

04. Mr. Muhammad Nazrul Islam FCMA F-0627

05. Mr. S. M. Afjal Uddin FCMA F-0660

06. Mr. Md.  Asad Chowdhury FCMA F-0699

07. Mr. Md. Bakhtiar Alam FCMA F-0723

08. Mr. Md. Mumlook Hossain FCMA F-0761

09. Dr. Syed Abdulla Al Mamun FCMA F-0892

10. Mr. Safiul Azam FCMA F-0924

Learning session on “The Future of Finance Profession in an Era of digital 
Transformation”
The Dhaka Branch Council (DBC) of ICMAB organized a Learning session on “The Future of Finance Profession 
in an Era of digital Transformation” for ICMAB Member on January 08, 2018 at ICMA Bhaban, Dhaka. Mr. Md. 
Mushfiqur Rahman FCMA, Chairman of DBC presided over the session. Mr. Zillur Rahman FCMA, Chairman 
of Dhaka Branch Knowledge Sharing & Study Circle Committee offered welcome address and introduced the 
Resource Person. Mr. Mohammad Nizam Uddin FCMA, Head of Business Finance, Group Functions, Ericsson 
Head Quarter, Sweden spoke on the session as the Resource Person. DBC Treasurer Mr. Md. Mumlook Hossain 
FCA, FCMA offered vote of thanks. A good number of members and students were present and actively 
participated in the session. 

DBC organized 3-day Workshop on “Excel for value 
mapping” for ICMAB Members on January 10, 12 & 
14, 2018 at ICMA Bhaban, Dhaka. Mr. Md. Mushfiqur 
Rahman FCMA, Chairman of DBC presided over 
the session. Mr. Zillur Rahman FCMA, Chairman of 
Dhaka Branch Knowledge Sharing & Study Circle 
Committee offered welcome address and introduced 
the Resource Person. Mr. Mohammad Ataur Rahman 
ACMA, Head of Internal Audit Envoy Textiles Limited 
spoke on the session as the Resource Person. A good 
number of members and students were present and 
actively participated in the session. 

3-day Workshop on MS Excel for value mapping

DBC News
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DBC organized a Knowledge Sharing Session on UPGRADE: A New Thought on Youth Leadership for ICMAB 
Students on January 19, 2018 at ICMAB Ruhul Quddus Auditorium, ICMA Bhaban, Dhaka. Mr. Md. Mushfiqur 
Rahman FCMA, Chairman of DBC presided over the session.

Mr. Zillur Rahman FCMA, Chairman of Dhaka Branch Knowledge Sharing & Study Circle Committee offered 
welcome address and introduced the Resource Person. Mr. Abdul Alim Munshi FCMA, CFO, Fiber@home Ltd. 
spoke on the session as the Resource Person. A good number of members and students were present and 
actively participated in the session. 

The Dhaka Branch Council (DBC) of ICMAB organized a Seminar on “Entrepreneurship Strategy through 
Venture Capital: A Call for the Emerging CEO” for ICMAB Members on January 20, 2018 at ICMAB Ruhul 
Quddus Auditorium, ICMA Bhaban, Dhaka. Mr. Md. Mushfiqur Rahman FCMA, Chairman of DBC presided over 

the session and introduced the Session Chairman. 
DBC Treasurer Md. Mumlook Hossain FCA, FCMA 
offered welcome address and introduced the Resource 
Person. Mr. Zia U. Ahmed Ph.D, Chairman, VIPB Asset 
Management Company Ltd was present as the Session 
Chairman. Mr. Shawkat Hossain FCMA, Managing 
Director, BD Venture Limited was present as the 

Resource Person. Mr. Jamal Ahmed Choudhury FCMA, President 
of the Institute was present as the Guest of Honor. Mr. Zillur 
Rahman FCMA, Chairman of Dhaka Branch Knowledge Sharing 
& Study Circle Committee nicely conducted the program & 
DBC Vice-Chairman Mr. S.M. Afjal Uddin FCMA offered vote of 
thanks.  A good number of members and students were present 
and actively participated in the session. 

UPGRADE: A New Thought on Youth Leadership

Seminar on “Entrepreneurship Strategy through Venture Capital: A Call for 
the Emerging CEO”

DBC NewsBRANCH COUNCILS activities
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DBC NewsBRANCH COUNCILS activities

36 hours long Job Oriented Training on Textile for 
our valued members were organized by the DBC 
at ICMA Bhaban, Dhaka. The Program was held on 
January 11, 18, 23, 25, Feb. 03 & 06, 2018. The programs 
were presided over by DBC Vice-Chairman Mr. S.M. 
Afjal Uddin FCMA. Resource persons of the program 
were Mr. Saiful Islam FCMA, Chief Financial Officer, 
Envoy Textiles Limited & Mr. Ataur Rahman ACMA, 
Head of Internal Audit, Envoy Textiles Limited. A 
good number of members ware present and actively 
participated in the workshop.

The Dhaka Branch Council (DBC) of ICMAB organized 1st Industrial Induction for ICMAB Students on 
January 27, 2018 at Envoy Textiles Limited, Masterbari, Valuka, Mymensingh. The program was presided over 

by Mr. Zillur Rahman FCMA, 
Chairman of Dhaka Branch 
Knowledge Sharing & Study 
Circle Committee. Resource 
persons of the program 
were Mr. Saiful Islam FCMA, 
Chief Financial Officer, Envoy 
Textiles Limited & Mr. Ataur 
Rahman ACMA, Head of 
Internal Audit, Envoy Textiles 
Limited. A good number of 
Students actively participated 
in the Induction Program. 

36 hours Workshop on Textile

1st Industrial Induction
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DBC NewsBRANCH COUNCILS activities

The Annual Picnic-2017 organized by the Dhaka Branch Council of ICMAB on February 02, 2018 at MeghBari 
Resort, Ulukhola Road, Kaligonj, Gazipur. More than 850 Dhaka-based members, guests and family members 
participated in the picnic and spent the whole day with joy and merriment. Among the events important ones 
were: raffle draw, pillow-passing for the children. Office Bearers of the National Council and Dhaka Branch 
Council attended the program.

Annual Picnic 2017
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DBC NewsBRANCH COUNCILS activities

DBC organized a Seminar on “Balanced Scorecard- Tracker to 
Map Strategic Milestone” for ICMAB Members on February 07, 
2018 at ICMA Bhaban, Dhaka. Mr. Md. Mushfiqur Rahman FCMA, 
Chairman of DBC presided over the session. Mr. Zillur Rahman 
FCMA, Chairman of Dhaka Branch Knowledge Sharing & Study 
Circle Committee offered welcome address. Mr. Md. Kausar Alam 
FCMA, Chief Financial Officer & Company Secretary, Seven Circle 
Bangladesh spoke on the session as the Resource Person. A good 
number of members and students were present and actively 
participated in the seminar.

A day long training 
programs on “Transfer 
Pricing and BEPSs-
The way forward” was 
organized by the DBC at 
ICMA Bhaban, Dhaka on 
February 10, 2018. The 
program was presided 
over by DBC Chairman 
Mr. Md. Mushfiqur Rahman 
FCMA. The program 
was moderated by DBC 
Treasurer Mr. Md. Mumlook 
Hossain FCMA. Resource 

person of the program was Mr. 
Kamruzzaman ACA, a Senior Manager 
in Transfer Pricing Department of 
KPMG in Bangladesh. Large number 
of corporate executives including 
ICMAB members attended the 
training program.

Seminar on “Balanced Scorecard- Tracker to Map Strategic Milestone”

DBC’s Training Program on “Transfer Pricing and BEPSs-The way forward”
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The DBC of the Institute organized 
a Kabita Abbritti & Pitha Utshob on 
February 16, 2018. This is the first 
time such as a program has been 
arranged. DBC Chairman Mr. Md. 
Mushfiqur Rahman FCMA presided 
over the program. Mr. Rafiq Ahmad 
FCMA, Past President and one of the 
founder members of the Institute 
was present in the program as the 
principal speaker. Among others, past 
Presidents, Council Members & DBC Ex-Chairmen of the Institute spoke on the occasion.  The program 
included Cultural Show where Mr. Rafiq Ahmad FCMA and Mr. S.M. Zahir Uddin Haider FCMA also performed. 
A large number of members and guests joined the program enthusiastically.

The DBC of ICMAB organized a Probhat Ferry on 21st February, 2018 in observance of Amar Ekushey 
which is now internationally recognized as the International Mother Language Day. Associate and Fellow 
members of the Institute, their family members, a good number of ICMAB students and DBC staff took 
part in the Probhat Ferry. Floral 
wreath was placed at the central 
Shahid Minar to commemorate the 
contribution of the brave patriots 
who laid down their lives for their 
mother language. Mr. S.M. Afjal 
Uddin FCMA, Vice-Chairman of 
DBC led the procession, which was 
also attended by the Past President 
of the Institute Mr. Rafiq Ahmad 
FCMA, President Mr. Mohammed 
Salim FCMA & DBC Secretary Mr. 
Monjur Md. Shaiful Azam FCMA.

Kabita Abbritti & Pitha Utshob of Dhaka Branch Council of ICMAB

Homage to the Martyrs of Language Movement

DBC NewsBRANCH COUNCILS activities
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DBC NewsBRANCH COUNCILS activities

The Dhaka Branch Council (DBC) of the Institute organized a reception to the newly qualified Cost and 
Management Accountants qualified in December, 2017 Exam on February 24, 2018 at ICMAB Seminar Room. 
Mr. Md. Mushfiqur Rahman FCMA, Chairman of DBC presided over the program. In the CMA December 2017 
Exam, 08 CMAs were 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 by the DBC Chairman & others council members. DBC Councilor Mr. 
Zillur Rahman FCMA gave the welcome address and nicely conducted the program. DBC Treasurer Mr. Md. 
Mumlook Hossain FCA, FCMA, Councilor Mr. Md. Abdus Satter Sarkar ACA, FCMA & Mr. A.K.M. Kamruzzaman 
FCMA also spoke on the occasion. DBC Vice Chairman Mr. S.M. Afjal Uddin FCMA offered the vote of thanks.

DBC organized a Prize Giving Ceremony of DBC Annual Games Competition 2017 on February 25, 2018 at 
ICMAB Training Room. Mr. Md. Mushfiqur Rahman FCMA, Chairman of DBC presided over the program, while 
Mr. Mohammed Salim FCMA, president of the Institute was present as the Guest of Honor and distributed 
prizes among the winners of the different indoor games. Mr. Md. Abdur Rahman Khan FCMA, Secretary of the 
Institute also spoke on the occasion. 

Reception to the Newly Qualified CMAs

Prize Giving Ceremony of DBC Annual Games Competition-2017
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BRANCH
COUNCILS activities

Chittagong Branch Council (CBC) Elected for the term – 2018:

Sl. No. Name of the Members Mem. No.

01. Mr. Mohammed Rafiqul Alam FCMA F-0436

02. Qazi Meraz Uddin Arif FCMA F-0554

03. Mr. Kanchan Chandra Shom FCMA F-0635

04. Mr. Mohammed Nurul Huda Siddiquee FCMA F-0658

05. Mr. Mohammad Saiful Islam FCMA F-0721

06. Mr. Mohammed Monoarul Hoque FCMA F-0745

07. Mr.  Golam Kibria FCMA F-0866

08. Mr.  Mohammad Arif ACMA A-1240

09. Mr.  Abu Naser Mohd. Helal ACMA A-1243

10. Mr.  Asadur Rahaman ACMA A-1285

CPD Program on “Accounting for Sustainability-an update”
Chittagong Branch Council of The Institute of Cost and Management Accountants of Bangladesh (ICMAB) 
organized a CPD Program on “Accounting for Sustainability-an update” on 25th December, 2017 at CMA 
Bhaban, Agrabad, Chittagong.

Mr. Golam Kibria FCMA, Chairman, Chittagong Branch Council of ICMAB presided over the Program while 
Prof. Dr. Md.  Salim Uddin FCA, FCMA was Session. Chairman. Prof. Ataur Rahman Belal PhD, FCA, FCCA, 
FCMA was present as the Key Note Paper on the occasion.

The paper presenter describes ins an out of the paper about the sustainability of the Business in the rapidly 
changing world and also mentioned about how professional Cost and Management Accountants can play vital 
role in this regards.

CBC News
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Training program on “Excel 2010 & 2013 Advance Level”
Chittagong Branch Council (CBC) of ICMAB organized Training program on “Excel 2010 & 2013 Advance 
Level” on 27th  January, 2018 at CMA Bhaban, Agrabad R/A, Chittagong.

In order to enhance technical skill among the CMA qualified Fellow and Associates members and students, the 
Institute helds the training session which was conducted by Mr. Abu Naser Mohammed Helal ACCA, ACMA,  
Head of Finance & Accounts, Midas Safety (BD) Ltd.

At the inception of the training session the resource person focused on the importance of having sound 
knowledge on MS Excel. He state that every individual who intends to accomplish the corporate career 
should have sound knowledge on ICT and always should go for enhancing technical skills.     

A good number of Fellow and Associates members and students participated at the training session.

CBC Observed Shaheed Day & International Mother Language Day on 21st 
February, 2018
Chittagong Branch Council observed Omor 
Ekushey February & International Mother 
Language Day on Wednesday the 21st February, 
2018. Mr. Golam Kibria, FCMA Chairman, 
Chittagong Branch Council and a significant 
number of Fellow and Associate Members of 
Chittagong regions participated in a Provat Fery 
towards Chittagong Central Shaheed Minar 
and placed floral wreath to commemorate the 
contribution of the brave patriots who laid their 
lives for the Bengali language.  The program 
ended with a discussion session on the great 
day of 21st February & International mother 
language Day. 

CBC NewsBRANCH COUNCILS activities
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ICMAB Chittagong Branch Council organized CPD Program on “Compliance 
of IFRS-15: Revenue from Contracts with the Customers”
The Chittagong Branch Council (CBC) of The Institute of Cost and Management Accountants of Bangladesh 
(ICMAB) organized CPD Program on “Compliance of IFRS-15: Revenue from Contracts with the Customers” 
at the CMA Bhaban,  Agrabad, Chittagong on 24 February, 2018.

Mr. Golam Kibria FCMA, Chairman, Chittagong Branch Council of ICMAB presided over the Program while 
Mr. Mohammad Saif Uddin CISA, FCA Director & Branch In Charge, Rahman Rahman Huq, KPMG were 
present as Session Chairman.

Mr. Mohammad Monowar Hossain FCA, FCS, FCMA, GM & Head of Internal Control and Compliance (ICC),  
Agrani Bank Ltd. presented the Key Note Paper in the program.

The Chairman, CBC said in his welcome address, the topic is very important, it will help the participants in 
practical field. He also expressed his opinion regarding various features of CPD Program.

The paper presenter highlighted the latest development in the international trade finance. He also described 
various tools & techniques of Compliance of IFRS- 15. A large number of Fellow & Associates members based 
in Chittagong were present in the occasion. 

CBC NewsBRANCH COUNCILS activities
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BRANCH
COUNCILS activities

Khulna Branch Council (KBC) Elected for the term – 2018

Sl. No. Name of the Members Mem. No.

01. Mr. Md. Ala Uddin Akanda FCMA F-0268

02. Mr. Md. Morshed Ali FCMA F-0387

03. Mr. Abdul Motaleb FCMA F-0877

04. Prof. Sheikh Ziaul Islam FCMA F-0911

05. Mr. S. M. Zakir Hossain ACMA A-0804

06. Mr. Md. Habibur Rahman Sk. ACMA A-0991

07. Mr.  Arifur Rahman ACMA A-1126

08. Mr. Md. Moslem Uddin ACMA A-1166

09. Mr.  K. M. Neamul Hoque ACMA A-1197

10. Mr. Azizur Rahman ACMA A-1359

Study tour 2018
ICMAB Khulna Branch arranged a three-day long study tour headed by the Chairman of Khulna Branch Council 
Mr. Abdul Motaleb FCMA from 1st to 3rd February 2018 at Kuakata sea beach and Sudarbans by a (3) three 
storied luxurious launch. Students, members, officers, staffs and their family members about 170 participants 
joined the tour. The participants enjoyed the natural beauty of Kuakata sea beach and the Sundarbans.  By this 
tour they came to know the practical impact and possibility of the mentioned places on our national and global 
economy.

KBC News
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Khulna Branch Council (KBC) of ICMAB organized a 
Probhat Ferry on 21st February 2018 in observance 
of Amar Ekushey and International Mother Language 
Day. In order to observe the occasion Mr. Abdul 
Motaleb FCMA, Chairman of KBC, Mr. S. M. Zakir 
Hossain ACMA, Vice Chairman, Mr. K. M. Neamul 
Hoque ACMA, Treasure KBC, Mr. Azizur ahman 
ACMA and a good number of students of Khulna 
Branch participated in the procession towards 
Khulna Hadish Park Shaheed Minar and placed floral 
wreath to commemorate the contribution of the 
brave patriots who laid down their lives for our 
mother language.

“Success celebration” of CMA December 2017 Examination 
The students of ICMAB Khulna Branch arranged a program named “Success Celebration” on 23/02/2018 
at CMA Bhaban for the result of the students in CMA December 2017 Examination. The objective of the 
program was to accelerate the speed of study. A discussion session was held among the members and the 
students on study methods and advantages of CMA profession. A colorful cultural function and a delicious 
dinner was arranged by the students. Mr. Abdul Motaleb FCMA, Chairman, KBC was present in the program 
as Chairperson while Mr. S. M. Zakir Hossain ACMA, Vice Chairman, KBC, Prof. Sheikh Ziaul Islam FCMA, 
Secretary, KBC, Mr. K. M. Neamul Hoque ACMA, treasurer, KBC and a good number of fellow and associate 
members along with family members and the students were present in the program.

Homage to the Martyrs of Language Movement

Tree plantation at “Char Bijoy”-the newly emerged Island of Bangladesh. Tree plantation at Harbaria

KBC NewsBRANCH COUNCILS activities
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ICMAB UK Chapter Council
(for the term 2018 – 2019): 

ICMAB KSA Chapter Council
(for the term 2018 – 2019):

Sl. No. Name of the Members Mem. No.

01. Mr. Md. Mahbubur Rahman FCMA F-0255

02. Mr. Md. Abdul Hakim Bhuiyan FCMA F-0294

03. Mr. Md. Razzak Hossain FCMA F-0451

04. Mr. Md. Mamun Ul Ghoni FCMA F-0543

05. Mr. Mohammad Ali FCMA F-0602

06. Mr. Md. Kamal Uddin FCMA F-0763

07. Mr. Sufian Mohammad Anisul Hoque ACMA A-0604

08. Mr. S.M. Khairul Islam ACMA A-1159

Sl. No. Name of the Members Mem. No.

01. Mr. Md.  Akkas Miah FCMA F-0067

02. Mr. Md. Abul Hossain Bhuiyan FCMA F-0136

03. Mr. Md. Safiullah FCMA F-0254

04. Mr. A.K.M. Shah Alam Meah FCMA F-0424

05. Mr. Md. Nurul Amin FCMA F-0524

06. Mr. Mohammad Ashraful Alam FCMA F-0597

07. Mr. Md. Nurul Hasan ACMA A-0510

08. Mr. Md. Habibur Rahman ACMA A-0884

CHAPTER
COUNCILS news

The up coming issues of The Cost and Management – March-April 2018, May-June 
2018 and July-August 2018 issues will focus on: Sustainability Reporting, National 
Budget 2018-19 and Sustainable Development Goals (SDGs).

Original research-based articles, expert views, empirical observations, corporate 
practices and initiatives, features and case studies are invited from all interested 
person on respective issues.

Please send your write up to: rp@icmab.org.bd, rpca@icmab.bd

NOTICE
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