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Editorial
The 'Cost and Management' is the mouthpiece of
the Institute. Members finding it interesting and
useful are the indicator of its success. We invite
all members to contribute in the journal. A
special section will be opened for members to
express their perspective, experience and real life
story. It must have insight for others to learn and
apply as a cost & management accountant.
We also decided to select different theme for
each issue. Theme will be pre selected so that
members can write based on those themes. Offcourse there may be other article which may not
directly be related to the main theme. This issues
theme is entrepreneurship.
Entrepreneur is, in general term, the person who
takes risk to start a new business with the
objective to make money. He or she make plan,
collect resources, organizes team, produces
goods or services, sell that to the market. In the
process many business fails due to shortage of
fund, poor planning, inappropriate marketing,
failure in production process, and change in
scenario or any other reasons. Recently the
definition of entrepreneurship enlarged to
accommodate social business also.
Entrepreneurship is trending globally for last few
years. We also hear a lot about start-ups recently.
As cost and management accountant how we are
relevant to the term entrepreneurship? Do we
need to know about entrepreneurship at all?
Start-ups are changing the way business is run.
They are touching our life, changing our behavior
as being a consumer. We should not fall in trap of
'boiled frog' syndrome. Frog has excellent
adaptable capacity. If anyone put a frog in a pan
filled with water on a stove burning at a mild
temperature it will tolerate and remain within
the water. If the temperature is increased
suddenly it would jump. But if the temperature is
increased gradually frog will adjust its body with
water temperature. At one point it will start
boiling and will lose the strength to jump and
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subsequently will die. We can't remain
complacent any more by becoming an
Accountant. We need to know the business for
which we are offering our services. If the
modality of the business changes we have to align
ourselves to remain relevant in the industry.
Uber became world's biggest transport company
without owning a single Taxi. Airbnb is the largest
accommodation provider without owning a
single hotel or even a room. They became billion
dollar company within a span of 10/12 years
which traditional may took 40/50 years.
Business's Key Performance Indicator (KPI) has
changed from profitability, return on equity
(ROE), return on Investment (ROI) etc. to burn
rate, user experience (UX), Activation rate,
revenue growth, consumer churn rate,
month/daily active user ratio etc. Valuation of the
start-up determined not based on it's earning which traditionally we were used to but based
on its future potentiality. Accountants and
auditors, to remain relevant, need to understand
the 'secret sauce' of these disruptive businesses.
Good news for accountants that, though most of
these start-ups are based on some technological
innovation, at the end of the day, they have to
make business sense. To understand or judge any
business, figure is the ultimate yardstick. There
comes the relevance of accountant. However we
should not limit capacity as number cruncher. We
have to widen our skill at strategic level. Then we
can become game planner by making our role
necessary in different aspects of business such as
valuation, KPI setter, and negotiator with investor
etc.
Let's not only survive, but also thrive in the
disruptive technology age.

Shawkat Hossain FCMA
Editor, The Cost & Management

SMALL AND MEDIUM
ENTERPRISE FINANCING
Md. Saidur Rahman Sarker FCMA
Financial Management Specialist
SIRMPR: VIP (VAT Online Project), ERD, MOF.
sarkeracma@yahoo.com

Abstract
The contribution of Small and medium-sized enterprises is well recognized and regarded as
engine of economic growth. Present and forthcoming challenge for SMSs are lack of start up
capital, high financing cost and banks' reluctant to provide loans for fixed and working capital.
Their business growth is hindered high financial costs and external source of finance is rare,
though they have sound business model. However, the paper evaluates the challenges Small and
Medium Scale Enterprises (SMEs) face in financing new or existing businesses. Moreover, it
envisages different paths that SMEs explore for financial supports. Financial needs in family
controlled, women-led, and ethnic minority administered firms are also analyzed more detail. The
research however, recommends that government policy of initiating various intervention funds
for entrepreneurial development should be encouraged.
Keywords: Ethnic Minority Business, Women Entrepreneurship, Entrepreneurial Development,
Cost of Capital, Entrepreneurship, Small and Medium-Scale Enterprises.

02 THE COST AND MANAGEMENT

ISSN 1817-5090,VOLUME-45, NUMBER-2, MARCH-APRIL 2017

1.0 Introduction

3.0 Methodology of the study:

Small and medium-sized enterprises (SMEs) are
regarded as the engine of economic growth in all
economies of the world (Amin et al, 2007).SME
mobilizes small and scattered private savings,
develops entrepreneurship, creates low-cost
employment opportunities, and uses locally
available inputs and technologies. Link between
small firm and entrepreneurship is clear at the
intuitive level(Burns & Dewhurst, 1994).Financing is
viewed as a critical element for the growth of small
and medium enterprises (Nixson et al, n.d). Source
of finance comprises the capital and cost of capital
largely based on capital structure influences the
business growth of SMEs.Naiduet al, (n.d) points
out that owners of small and medium enterprises
face a wide range of financial problems, such as
inability to obtain internal and external financing,
insufficient capital, start up costs, high interest
rates on loans etc. With low capital base and little
or no access to institutional financing they heavily
rely on inefficient informal sources which are
family, friends, pensions etc (Firkin, 2001).These
informal sources eventually prove unsustainable
and bear high cost. Also, Low capital structure and
high cost hinders to achieve business growth.Small
and medium-sized enterprises are no more
exception in Bangladesh. The possible ways to
solve financing crisis in SMEs are to have access in
private as well as public funds such as bank loan,
though banks are unwilling to give loans to new
entrepreneurs. At the same time it is also
concerned that over access to private fund by the
SMEsmay create crowding out effect in private
sector. However, a bridge between the financing in
SMEs and private sectors is to be managed
efficiently. The study will evaluate different paths
through which SMEs seek financial support;
appraise the disparate preferential source of
finance at different stages of their life cycles of
SMEs,and analyze financial needs in family
controlled, women-led, and ethnic minority
administered firms.

Basically, the studyisa desk and empirical one. It is
based on subjective interpretation of the study
question and seeks the cause and effect of the
problem. The explanatory nature of the research
paradigm requires a quantitative and qualitative
methodology to be followed. The analytical process
begins in the data collection phase as the analysis
of the gathered data has helped shaping the
ongoing data collection.

2.0 Objectives of the study:

Morris (1998) mentions that resources are a vital
part of the entrepreneurial process. And a key role
of the entrepreneur is to identify, collect and utilize
the necessary and appropriate resources. However,
it is generally agreed that the principal resources
required for any entrepreneurial event is money.
Small and medium enterprises have less access to
traditional sources of capital (Hoy, n.d). Almost
every part of the world limited access to finance is
considered as a key constraint to private sector
growth (Alamet al, 2006). With low capital base

The study will seek to answer the following the
key questions:
2.1 To evaluate the different paths through which
SMEs seek financial supports;
2.2 To appraise the disparate preferential source of
finance at different stages of SMEs life cycles;
2.3 To analyse financial needs in family controlled,
women-led, and ethnic minority administered firms.
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The research has approached to the questions
from various levels. First, it gathers general
literature that gives a general theory and concepts
of SME Finance linked to different paths of
financing. Second, it uses materials relating to
countries' perspective which include polices and
strategies. The study gathers the basic statistics on
SMEs in the different sources for analysis
purpose.This research also gathers historical data,
micro and macro economic development data
from secondary sources. This includes books,
journal articles, websites and other published
materials.

4.0 Limitation of the study:
Financing in Small and Medium-sized Enterprises is
a multi-faceted phenomenon, and each facet may
have different impacts on the socio-economic
structure, legal and political system and even policy
level of a country. Interaction and feedback of
each factor has made it difficult to separate the
effects of globalization on the economy. Some
impacts are visible, others are implied. However,
this study has considered only some visible impacts
on the economy. Many invisible impacts are really
difficult to explain and this is why these are
deliberately excluded from the study.

5.0 Critical evaluation of different
paths through which SMEs seek
financial support

and little or no access to institutional
financing,SMEs rely heavily on inefficient informal
sources which are family, friends, pensions etc
(Firkin, 2001).However, most small and medium
sized businesses often have to start with their own
savings or by borrowing from friends and relatives,
where bank financing comes later. In this context,
the existence and support of venture capitalist can
start-up scene in Bangladesh. In this light, different
paths through which SMEs seek or get financial
support are explained as follows:

5.1 Initial and Personal Sources of Funding:
Most start-ups make use of the personal financial
arrangements of the founder (Riley, 2012) This can
be entrepreneurs savings; friends and family
savings; personal credit cards; customer advance;
delay of payments; premises sharing etc are initial
sources of fund that entrepreneurs use as startups capital. It can be personal debt facilities which
are made available to the business. The following
notes explain these in a little more detail.
Savings and other "nest-eggs"- An
entrepreneur will often invest personal cash
balances into a start-up which is a cheap form of
finance and it is readily available (Riley, 2012).
Investing personal savings maximizes the control
the entrepreneur keeps over the business.
Moreover, personal investment is a strong signal of
commitment to outside investors or providers of
finance. The most popular way of raising loanrelated capital for a start-up is re-mortgaging that
entrepreneur takes out mortgaging private
property and then invests some or all of this
money into the business(Riley, 2012). The use of
mortgaging is a way of access to relatively low-cost
finance, but the risk is that, if the business fails, then
the property will be lost too.
Borrowing from friends and family- Friends
and family who are supportive of the business idea
provide money either directly to the entrepreneur
or into the business (Riley, 2012). This can be
quicker and cheaper to arrange and the interest
and repayment terms may be more flexible than a
bank loan. However, borrowing in this way can add
to the stress faced by an entrepreneur, particularly
if the business gets into difficulties.
Personal Credit cards- This is a surprisingly
popular way of financing a start-up. In fact, the use
of credit cards is the most common source of
finance amongst small businesses. Each month, the
entrepreneur pays for various business-related
expenses on a credit card. 15 days later the credit
card statement is sent in the post and the balance
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is paid by the business within the credit-free
period. The effect is that the business gets access
to a free credit period of around 30-45 days.
Share capital - invested by the founder- The
founding entrepreneurs may decide to invest in the
share capital of a company, founded for the
purpose of forming the start-up. This is a common
method of financing a start-up. The founder
provides all the share capital of the company,
retaining 100% control over the business.

5.2 SME Banking:
A report of World Bank shows that access to
credit was a major constraint for small and
medium-sized enterprises to new investment
decision (WB, 2004). In South Asia particularly in
Bangladesh, it is very difficult for SMEs to raise
fixed and working capital from commercial banks,
as banks are unwilling to issue small loans due to
the high monitoring and supervision costs,
considering SMEs to be high risk borrowers
because of their low capitalization, and insufficient
assets. Recently SME bank has taken approach to
provide capital in different countries of the world.
At present SME bank is functioning as a source of
capital in the many countries of the world
(Wonglimpiyarat, 2007). In Bangladesh, Grameen
Bank and BRAC bank are functioning as SME bank
to provide financing to SMEs. These type banks try
to mitigate the risks of SMEs by assisting them with
access to sources of funds, and advice on
operational issues. Although SME banks are
supporting small and medium enterprises by
providing venture capital, still they, with other
conditions, charge high interest rates that really
affect the profitability of SMEs at the early stage of
the venture capital industry.

5.3 External Financing/Debt Financing:
Entrepreneurs consider bank loan as the principal
source of external financing for SMEs. In this line
overdrafts are the most common sources of
additional finance for SMEs (Mullen, 2012). These
types of source of financing are advantageous to
the owners of SMEs because they have over raising
equitywithout relinquishing any share of ownership
or control of the business. The problem is that low
productivity banks find it costly to evaluate and
monitor small-value loans. Generally, SMEs require
easy access to short and long term capital but bank
considers lending to SMEs as a high risk business as
most of enterpriseslack collateral (Otuya,
2012.The problem does not appear to be lack of
funds but rather how to make them accessible to

SMEs. The available funds are often diverted to the
larger enterprises and only an insignificant number
of SMEs seem able to attract bank financing
(United Nations, 1993 cited by Otuya in 2012).
Moreover, equity finance enables SMEs the raising
of share capital from external investors in return
for handing over a share of the business. The main
providers of equity finance for SMEs are venture
capitalists (VCs), business angels and for start-ups,
friends and family (Mullen, 2012).The OECD
Scoreboard on SME and entrepreneurship finance
includes an indicator on equity financing, more
precisely, venture capital and, for some countries,
growth capital.Venture capital includes seed, startup and early development capital. Growth capital
includes later stage expansion capital, but generally
excludes buy-outs, turn arounds, replacement
capital (OECD, 2012). The Seed Enterprise
Investment Scheme (SEIS) is designed to help
smaller, early-stage companies to raise equity
finance.

6.0 Appraisal of disparate
preferential sources of finance
at different stages of their life
cycle of SMEs
SMEs need sufficient financing to meet needs at
each stage of their life cycle (Agrebi,n.d). The
financial life cycle model developed by Udel and
Berger(1998) identifies a number of stages in a
firm's developments based on the comparison of a
number of stages for example start-up, expansion,
maturity, diversification and decline stages. It
outlines sources of finance typically available at
various growth stages of the firms, along with
potential problems that may arise at each stage.
The financial life cycle model describes sources of
finance typically advanced by owner of SMEs at
each stage of business development. As I have
mentioned earlier that SMEs basically face trouble
to manage initial resource to start up business,
though they struggle, they manage or overcome by
their disparate preferential source of finance. As
small firms know that at start up they have
difficulty accessing external finance at this stage
their most important and commonly-used sources
of finance are personal savings finance from friends
and family members (Ullah and Taylor, 2007). As
successful SMEs survive at start-up phase and
mature growth stage widen financial resources and
investment finance is sourced from retained
profits. The rapid growth of SMEs in life cycle
reduces liquidity as rely heavily on short term
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finance (Michaelaset al, 1999). Short-term finance is
neither sufficient nor appropriate for SMEs for
large investment. However, entrepreneurs
disparately seek external finance for pursuing high
growth strategy. There are at least two distinctive
approaches with which SMEs try to overcome
financial gap. The first approach is to broaden the
collateral by encouraging bank lenders to finance
SMEs with insufficient collateral. However, SMEs
survive by disparate preferential sources of finance
at different stage of life cycle.

7.0 Analysis of financial needs in
family controlled, women-led,
and ethnic minority
administered firms
7.1 Financial needs in
Family Controlled Firms:
In many developing countries, as in India,
Bangladesh and other South Asian countries there
is concentration of small and medium sized
enterprises and family businesses (Charantimath,
2011). Family business can be defined as "a
company in which more than 50 percent of the
voting shares are controlled by one family, and/or a
single family group effectively controls the firm,
and/or a significant proportion of the firm's senior
management is members from the same family"
(Leach et al. (1990). Strengths of the family business
are shorter lines of communication, strength of
family relations, greater financial flexibility, less
dependent on external sources of knowledge,
shorter response times, individual involvement greater sense of identity and ability to cope with
difficulties. Family businesses are inclined to have
lower gearing and they have aversion to largescaled loans. As a result they exhibit weaker growth
rates. Their businesses appear to neither
outperform nor under-perform non-family
counterparts in profitability ratios. Family firms
have no intensions to maximise profitability to
impress internal or external stakeholders.

7.2 Financial needs in
Women Entrepreneurship
Women entrepreneur may be an individual or
group of women who initiate, organize, and run a
business enterprise to promote economic
activities either smaller scale or medium scale with
wealth maximization motive. The participation of
women in economic activities is guided as selfemployed individuals (Charantimath, 2011). Many

of the businesses are open to women but there
are
many
factors
influencing
women
entrepreneurship such as economic independence,
establishing their own creativity, establishing their
own identity, equal status in the society etc.
(Charantimath, 2011). Fundamentally, women
entrepreneurs encounter different types of
obstacles in starting and running a business which
includes lack of confidence, funding, access to
business networks, family hostility, and culture of
masculine advantage and challenges of ethnicity
(Gill & Ganesh, 2007).
Among others availability of finance strongly
hinders the development of women entrepreneur's
initiatives. They are lack of access to funds because
they do not possess any tangible security and
credit in the market. Also, they have limited access
to external sources of funds. Even family members
have little confidence in the capability of the
women to run the business. Their main funds
usually come from personal saving or small loans.
They often operate in a limited range of highly
competitive sectors and therefore can be less
profitable. For women generally there may be
greater difficulties they face in both start-up and
growth finance. However, financial challenges can
come about through supply-side issues and
demand-side issues. Supply-side issues include
opening bank accounts which is more difficult for
woman entrepreneur because of increasing
complexity of the banking regulations, women find
it more difficult to produce the appropriate
paperwork. Demand-side issues include:
●

●

They may regard bank services more
negatively (believe that they are taken less
seriously). More women state negative
experiences with banks and therefore there
is a reluctance to use banks.
Women are more reluctant to take on debt.
Often associate debt with failure rather than
an investment decision for growth. This
might influence the scale at which they start
the business.

Moreover, working capital is another critical
problem for financing day to day operations. The
chronic shortage of working capital leaves women
entrepreneurs
extremely
vulnerable
to
competition and other needs. Moreover, the
complex and complicated procedure of bank loans,
delay in obtaining the loans deter many women
from establishing enterprises. With all these
problems, over the time women entrepreneurship
are flourishing and contributing to the society. They
are creating employment and however, it is
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commented that presently, not only are women
generating employment for themselves in the
unorganized sector, they are also providing
employment to others. It is notable that presently
employment created by women entrepreneurs is
emerging to be a very important source of
livelihood for women in Asia, South East Asia and
other parts of the world. Bangladesh is a glaring
example.

7.3 Financial needs in ethnic minority
administered business:
"An EMB is defined as a business in which the
owners or the majority of partners or
shareholders in the business are from a particular
ethnic minority group" (Fraser, 2005). In recent
years, it has been observed that ethnic minority
businesses have been the subject of growing
interest from a variety of sources. The
development of entrepreneurship in ethnic
minority communities has emerged to largely
contribute to reducing social exclusion and also
contributing to raising living standards among the
more disadvantaged group in society.Moreover, the
nature and extent of ethnic minority business
development may influence ethnic minorities to
concentrate in particular localities, the
development of some local economies, and the
standard of living within them. Low wage, low skill
levels of activity and the decline in traditional
industrial jobs through de-industrialisation pushed
them into this activity (self employment).
Generally speaking most EMBs are small firms and
however they possess many of the characteristics
and problems as faced by small firms. Frequent
problems they face while raising finance to start a
business and/or expand are deficiencies in certain
core management competencies. Access to finance
for start up and for business development, is seen
as one of the key problems facing ethnic minority
entrepreneurs. It is obvious that EMB owners rely
more heavily on personal sources and friends or
family for finance other than bank loan or public
funds. Strong financial need concentrates them to
doing business in traditional sectors. Deakins and
Freel (2006) pointed out that EMBs mostly
concentrate their businesses on traditional sectors
such as retailing, wholesaling, clothing
manufacturing and restaurant. Bangladesh may be
exemplified as a country where ethnic minority
entrepreneur is engaged in traditional business
such as locally made fabrics, handicraft etc. They
are forced to do traditional business because of
strong financial crisis.

8.0 Conclusion
Financing the SMEs is one the major problems
faced by owners of SMEs. The biggest impediment
to SMEs is the lack of sufficient capital needed to
operate business. It is commonly observed that
most small businesses often have to start with their
own savings or by borrowing from friends and
relatives. Basically, entrepreneurs' savings; friends
and family savings, personal credit cards; customer
advance; delay of payments etc. are initials sources
of funds that are used as starts up capital. Low cost
sources of external funds are rare in SMSs which, in
fact, are essential for business growth. More
importantly, banks remain extremely reluctant to
lend to small scale entrepreneurs who do not have
any startup capital, despite having sound business
models. Agrebi (n.d) claims that SME access to bank
loans is always subject to a reliable technical and
economic feasibility study, as well as the
presentation of real guarantees or collateral as
required by the banks. Lack in finance often makes
the small entrepreneur desperate to survive in the
business life cycle. However, they disparately seek
external finance for pursuing high growth strategy.
There are at least two distinctive approaches with
which SMEs try to overcome financial gap. The first
approach is to broaden the collateral by
encouraging bank lenders to finance SMEs with
insufficient collateral.Women Entrepreneurship and
ethnic minority administered firms contributing to
the economy even in their respective society are
suffering from required capital that hinders their
business growth. They need grants for business
start-up; low cost start up loans; loan fund
specifically aimed at ethnic minority entrepreneurs;
access to loan guarantees; equity fund specifically
aimed at ethnic minority entrepreneurs; and finally
tax concessions are required for family controlled,
women-led and ethnic minority administered
business. However, the enterprise support offered
by the government is essential part in ethnic
minority administered firms and financial support is
a high priority for policy intervention.

9.0 Recommendations:
●

Considering the importance of family
controlled, women-led and ethnic minority
administered business necessary courses of
action are required to overcome the
fundamental problems faced by these
different entrepreneurs. It requires a
specific coping strategy. They need grants for
business start-up; low cost start up loans;
loan fund specifically aimed at ethnic

07 THE COST AND MANAGEMENT

ISSN 1817-5090,VOLUME-45, NUMBER-2, MARCH-APRIL 2017

minority entrepreneurs; access to loan
guarantees; equity fund specifically aimed at
ethnic minority entrepreneurs; and finally tax
concessions are required for family
controlled, women-led and ethnic minority
administered business. However, the
enterprise support offered by the
government is essential part in ethnic
minority administered firms and financial
support is a high priority for policy
intervention.
●

●

●

●

Access to credit was a major constraint for
small and medium-sized enterprises to new
investment decision. SME banking is essential
for small investors who suffer to have access
in venture capital. However, small investors
should have access to commercial banks to
raise fixed and working capital. Similarly,
bank's willingness to lower down financing
and processing costs is also essential.
Women led business are lack of access to
funds because they do not possess any
tangible security and credit in the market.
Financing sources must consider their
success and government should guarantee
that women entrepreneurs will get bank
loan without tangible security. Moreover,
complex and complicated procedures of
bank loans are to be made simple so that
women entrepreneurs get bank loans easily.
Supply-side issues are to be overcome easing
opening bank accounts. Demand side issues
are to be solved overcoming negative
experiences with banks faced by the women
entrepreneurs. Reluctant to take on debt by
women entrepreneurs is essentially to be
overcome making their investment
endeavour successful so that they consider
their business growth.
In recent years, it has been observed that
ethnic minority businesses have been the
subject of growing interest from a variety of
sources. Access to finance for start-up and
for business development, is to be seen as
one of the key problems solving factors for
ethnic minority entrepreneurs. Core
management competencies for business
expansion are to be enhanced by proper
managerial training and support service by
the government agencies or NGOs.
Moreover, capital deficiencies for start-up
capital may be provided by bank or other
financial institutions.
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6
lessons
entrepreneurs
can teach us

By Anil Kshatriya, ACMA, CGMA, and
Sabine Vollmer

Systems, processes, and protocols help
organisations
standardise
operations.
Standardisation promotes efficiency and
compliance and helps manage enterprise risk, but it
can also introduce rigidity, limit information flow,
and discourage creativity. To flourish in a business
environment that is global, digital, and fast-paced,
combining innovation and risk management is high
on the executive agenda.
Entrepreneurs take on greater than normal
financial risk to organise and operate a business,
and successful entrepreneurs embody the ability to
turn risks into long-term growth and sustained
profitability.
Flat hierarchies, autonomous staff, open
communication, and collaboration are considered
key drivers of entrepreneurship. Risk management
tools, techniques, and governance models offer
controls to reveal blind spots and mitigate
downside risk, but they can also identify areas of
underinvestment and upside opportunities.
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To counter rigidity, break down silos, and manage
the risks that accompany innovation, businesses
can learn these lessons from entrepreneurs:
Remain open to change. Entrepreneurial
companies are often small. Employees tend to wear
multiple hats. Open communication, collaboration,
and crowdsourcing solutions are key.
At KeyInsite, a research and consultancy company
that employs about 20 in the US and up to 150 in
India, employees from finance, sales, and marketing
are routinely asked to tackle problems by
brainstorming ideas, mapping out processes, and
sketching competing solutions on whiteboards, said
Pratibha Vuppuluri, KeyInsite’s CEO and founder.
“We’re constantly in a huddle position, and no
solution is a bad one.”
Digital surveys, email challenges, and company-wide
votes on proposals are tools to keep employees
engaged in disparate locations. When corporate
leaders accept the crowdsourced ideas and act on
them, employees feel they matter,Vuppuluri said.
Reduce bureaucracy. Entrepreneurial companies
offer employees clearly defined areas for
experimentation that may end in failure. The risks of
an experimental zone are controlled, managed, and
measured – for example, by ring-fencing budgets for
early-stage research and development projects,
which financially separates assets of a company
without necessarily creating a separate entity.
Technology can also reduce bureaucracy and risk.
Kelly Mattarocci Sanchez, CPA, CGMA, consulted
for large public companies before she was the
CFO of a US for profit, private higher education
institution with 25 employees for four years. She’s

a big believer in technology, especially when it
works cohesively with legacy systems and is
scalable through future updates. Digitising
documentation, for example, simplifies tasks
performed by the finance function and reduces
errors, especially when all employees in the
company can attach documents to create an
extensive database, Sanchez said.
Become more agile in adjusting to customer
expectations. Software can harness customer
data from multiple channels and analyse the data to
pick up on changes in demand. Risk-scenario
analysis can test the vulnerabilities and
opportunities of launching a product that targets a
change in customer demand.
Extensive use of data analytics does not
automatically prevent the emergence of silos in
which sharing and cross-functional use of customer
data among, for example, marketing, business
development, and corporate strategy is limited.
Finance teams tend to focus on compliance in their
data analysis, not on changing customer demands –
a focus that favours looking back rather than
looking ahead. At entrepreneurial companies,
finance is more likely to hear about customer
problems and demands from the executive suite.
Encourage risk-taking. Managers can invest
tremendous time and effort in starting new
projects. Once the project is up and running, failure
is hard to digest, and recovery from a lost
opportunity tends to be slow. To be more
entrepreneurial, a company can redefine its risk
appetite by determining which risks are acceptable
based on potential returns. It can create a safe
environment for experiments and provide rules,
parameters, and measurements to guide
investments. To avoid missing out on opportunities
once the enterprise risk management process is
implemented, finance and risk management should
work together closely.
Travelport Locomote, an Australian tech company
that offers a business travel platform, encourages
employees to take risks and learn from mistakes in
a digital sandbox. The company, which employs
about 50 people, allows employees to recruit
teams and gives them two days off work to
simulate their ideas in the digital sandbox. Results
of each team’s efforts are then presented and
evaluated, said Travelport Locomote’s CFO Pip
Spibey, ACMA, CGMA.
Be more imaginative. A company culture that
focuses too closely on the bottom line may not
have much appetite for creativity and may have a
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potentially wasteful innovation process. Changing
that culture is diffcult and requires leadership and
constant effort. It has to be undertaken and
communicated by executive management.
Once ingrained in the corporate philosophy,
innovation and risk-taking become easier and more
accepted by stakeholders inside and outside the
company.
Wrays, an intellectual property law firm with about
70 employees in Australia, decided to try
something new as part of a rapid expansion that
more than doubled the number of partners from
six to 13 in four years. To quickly establish a
presence in a new geographic market, Wrays took
an innovative approach which led to creation of
senior positions that were compensated on
commission rather than with salaries, coupled with
the more traditional approach of lateral hires and a
local acquisition. This setup helped recruit top
talent who brought marquee clients along, said
Wrays CFO Robert Pierce, ACMA, CGMA.
To further business development and continue to
attract the most promising clients, Wrays produces
a podcast series that helps staff identify and
interview innovative companies, a print publication
that shows off the firm’s expertise, and a quarterly
internal newsletter that aims to drive home the
corporate culture across three dispersed offce
locations.
“We work hard to practise what we’re preaching
to clients,” Pierce said.
Put a premium on speed. Entrepreneurs are
hungry for results. Unencumbered by multiple
layers of management and bureaucracy that slow
innovation, they place a premium on speed.
To replicate the entrepreneurial speed but control
risks and costs, KeyInsite’s Vuppuluri relies on agile
exercises in which new products are tested quickly
in small roll-out campaigns. Each campaign has key
performance indicators, but its small size limits
costs and risks, she said.
—Anil Kshatriya, ACMA, CGMA, is an assistant
professor of .nance and accounting at the Institute
of Management Technology in Nagpur, India. Sabine
Vollmer (Sabine.Vollmer@aicpa-cima.com (mailto:
Sabine. Vollmer@aicpa-cima.com) is a CGMA
Magazine senior editor.
[Reproduced as per MoU between CIMA, UK and
ICMAB signed on November 10, 2014. CGMA
February 15, 2017]

9 ways
to reduce risk by

to reduce risk by
embracing innovation
By Mark S. Brooks

Innovation may sometimes seem risky, but ignoring it could prove fatal. Focusing
on unexpected successes and areas of strategic importance — and sometimes
ignoring the customer — can steer an organisation away from an early grave.
Can you recall the first time you were told to
“think outside the box”? The phrase, which
originated with management consultants in
the 1960s, has since become a cliché. But
what it is meant to entice — innovation —
will never grow tired.
Innovation can sometimes be perceived as the
job of someone else — scientists, risk-seeking
business people, youthful tech start-up
founders. And those associations can
complicate our understanding of innovation,
so much so that we cling to our old ways. We
don’t want to make waves. We’re
uncomfortable with ambiguity. We can’t justify
fixing something that is not visibly broken.
And while innovation may sometimes seem
risky, ignoring it could prove fatal.
Competitors are pursuing new ways to create
and capture market value and make your
business irrelevant. They are differentiating
themselves and trying to disrupt the market
through new business models, new products,
or new services.
Eighty-seven per cent of Fortune 500
companies from 1955 no longer exist today as
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a result of bankruptcy or M&A activity. The same could be
true 60 years hence. But what about the 13% that still
exist? They are making tomorrow, rather than being
subjected to it.
Take IBM, for example. The company once known by its
longhand name, International Business Machines, used to
make everything from cash registers to computers. Now
IBM specialises in software and services.
Reinvention is a constant for those who make tomorrow.
To not innovate is to increase risk. And, at its root,
innovation is all about creating value by reducing risk and
exploiting opportunity.
Fortunately, there are some tenets you can follow to
reduce risk by innovating:

1. Focus on areas of strategic importance
The emergent and adaptive nature of innovation must be
balanced with existing priorities. Innovations that do not
directly apply to the mission and vision of a business often
fail due to lack of market support and alignment. Effective
innovations are focused, specific, and strategically
important. Innovations that do not solve a problem or do
not address a customer’s need often fail because of lack of
relevance. Innovations that try to be everything to
everyone often fail due to lack of specificity.

Nook electronic tablets produced by US bookseller
Barnes & Noble struggled to sell in the face of
competition from similar products made by companies
that specialise in technology. Nook failed in part
because it was too great a leap for a brick-and-mortar
retail outlet to start making and selling electronic
tablets. While there was market demand for e-readers,
the Nook tried to be more than an e-reader and lacked
support from third-party developers. It was beaten by
Apple’s iPad and Amazon’s Kindle because those
products were far better aligned with market needs and
their parent companies’ mission and capabilities.
Consider where your business is going, its mission, its
vision, and its strategic priorities. What problems do your
customers have? What jobs do they need to get done?
What are the growth priorities of your business? What
does your business want to be known for? Focus your
innovations on these answers.

2. Practise purposeful abandonment
Not all products and services should continue to be
o..ered or supported despite their profitability. It may be
more profitable to abandon offerings that have low
growth and low market share, in favour of more
attractive opportunities. The freed-up resources can
then be used to fund new initiatives that may yield
higher returns.
Abandon customers, products, markets, and channels
that provide marginal or negative growth. Move your
resources to areas of higher value and productivity. Put
your best people and resources on the biggest
opportunities for growth instead of ones that maintain
or defend stagnant markets.
To purposefully abandon, ask these questions of every
product and service your business offers:
●

Is the return on investment positive and growing
year over year?

●

Does this o..ering advance the strategic goals of
the business?

●

Does this o..ering help achieve the vision and
mission of our business?

●

Is the market growing? If yes, can we grow our
share?

●

If we did not have this offering, would we go into
this o..ering, this market, this channel, this
business model today?

If the answer is not “yes” to all of the above, consider
abandoning the offering and moving the resources to
new, higher-potential opportunities. Do it before your
competition forces it upon you (see “Redesigning
Decision-Making:
Pentland
Brands
(/magazine/issues/2015/dec/informed-decision-makingpentlandbrands. html),” page 46).
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3. Foster learning
Learning is closely linked to innovation and
creativity. As knowledge is acquired, the brain makes
new connections, associates disparate concepts, and
can produce novel ideas and insights. This leads to
questioning and more knowledge. The value of
learning through questioning cannot be understated.
Research by Paul L. Harris, a professor at the
Harvard Graduate School of Education, suggests the
average child asks about 40,000 questions between
ages two and five. Their minds are open to all
possibilities with few, if any, assumptions about the
world. As an adult, maintain childlike mental
attributes of curiosity and questioning to boost
learning. Read books and articles from unrelated
disciplines, attend conferences, take online courses
in unfamiliar subjects, and encourage colleagues to
further their own learning.

4. Don’t rely on your customers
Your customers have a job to be done. They don’t
always have the best idea of how to address it. They
need you for that. Asking them how to solve their
problem won’t get you far. Understand your
customers’ needs and pain points, but mostly ignore
their ideas for solutions.
Consider Henry Ford, founder of Ford Motor Co.
and builder of the first mass-produced, petrolpowered car. His customers wanted to get from
one place to another more quickly. He thought that
if he had asked his customers what they wanted,
they would have said, “a faster horse”. Use design
thinking and observation, and adapt ideas and
insights from other industries and technologies to
conjure up novel ways to solve your customers’
jobs to be done.

5. Compete up-market on performance
Innovative products and services that displace
competition and change customer behaviour often
target non-mainstream needs to compete upmarket. To drive innovation, build something that
performs better for non-mainstream customers.
Small markets are often underserved, and they are
more likely to demand fewer features and less
performance to meet a non-mainstream need. This
enables you to grow into the mainstream or change
it entirely. The evidence in Michael Raynor’s book
The Three Rules: How Exceptional Companies
Think supports this tenet so well that one of his
rules is “better before cheaper” (see “Following the
Rules
to
Sustained
Profitability
(/magazine/issues/2014/
jan/20138813.html),”
CGMA Magazine, Issue 1, 2014, page 20).

For example, excavators in the early 1900s were
operated through a series of pulleys and cables.
Hydraulic excavators were developed half a
century later but were used primarily for small
jobs by non-mainstream customers. Over the
next two decades, manufacturers of hydraulic
excavators moved closer to the mainstream
market by maturing the technology and
competing on performance. By the 1960s,
hydraulic excavators had matured enough to
satisfy mainstream market needs. Once the
performance was equalised, competition shifted
to reliability, then to convenience, then to cost.

6. Constantly communicate and
connect
Frequently engage with your industry’s thought
leaders, current customers, and aspirational
customers. Create a dialogue of idea sharing. It
will enrich your perspective and keep you attuned
to emerging trends. As knowledge is acquired, it
should be shared with your colleagues and
business partners.
Connect with non-experts whose minds may be
free of conventional associations. They can help
you ask more poignant questions and freshen
your perspective. Host internal lunch-and-learn
sessions, chat over coffee with colleagues, attend
conferences, and connect with non-experts in
other industries for a fresh perspective.

7. Iterate and fail quickly
Traditional project planning calls for meticulous
scoping, documenting, resource allocating, and
launching. This process is slow, and failure can be
costly. A better approach for innovation is to take
small, quick, iterative steps to test the market and
the performance of your offering. This can result
in inexpensive failure at low levels of investment
with increased learning.
The minimum viable product (MVP) concept, made
popular by Eric Ries’s book The Lean Startup, is a
great framework for iterating quickly. MVP is a
recursive process to build just enough of an
offering to test, measure its performance in the
market, capture the learning, and repeat. The agile
methodology in software development is similar.
Classic examples of this approach can be seen with
many virtual products such as Google’s Gmail,
which has evolved from a basic, yet differentiated,
online email system with iterative steps.
Thomas Watson, the founder of IBM, is believed
to have said that the fastest way to success is to
double your failure rate. So embrace failure
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through quick, iterative tests, and apply the learning to
the next iteration.

8. Choose the right metrics
An old management adage says that what gets measured
is what gets done. Choosing the right metrics is essential
to maintaining focus and measuring success.
Balance your metrics between leading and lagging
indicators. Ensure each metric is clear, actionable, and
simple. Avoid vanity metrics, which measure the illusion
of progress such as the number of page views or likes on
Facebook. Consider what job your customer is hiring you
to do. Focus on outcomes and impacts. Determine what
specifically can be measured to gauge progress. Limit
yourself to three to seven meaningful metrics.

9. Look for unexpected successes
The market will occasionally surprise you. Pay close
attention to unexpected successes. Why did a particular
offering sell more units than expected? Why did we get
a higher market share than expected? Why did a
market segment that we didn’t think of buy a particular
offering? Where could it lead us?
Digging deeper into these questions may reveal
opportunities for growth. Perhaps the offering is used
in ways you did not envisage, perhaps it touches a
sensitive nerve for customers that you didn’t consider,
or maybe a different type of customer finds it valuable.
Peter Drucker, in his book Innovation and
Entrepreneurship, uses the US department store chain
Macy’s as an example: When Macy’s began selling
appliances, it saw a rapid and unexpected increase in
sales and profit. Macy’s was embarrassed that nearly
three-fifths of its revenue was from appliance sales
instead of fashion apparel. Instead of capitalising on this
unexpected success, Macy’s tried to restrict appliance
sales. Bloomingdale’s, a Macy’s competitor, saw this as
an opportunity and built a new market with its
housewares department.
As you identify unexpected successes, consider how to
exploit them for growth. Where could they lead you?
Look at unexpected successes to reveal opportunities
to enter new markets or serve existing customers in
new ways.

—Mark S. Brooks is a senior manager of innovation at
the AICPA, where he is focused on member value, growth of
the profession, thought leadership, culture change, and
strategic innovation.
[Reproduced as per MoU between CIMA, UK and
ICMAB signed on November 10, 2014. CGMA Issue 2,
December 1, 2015]

The organization and operations of business
enterprises, particularly the global ones, are
obviously quite complex, but the regulations
concerning the accounting and reporting on
THE NEW
these operations exceed even business
complexity. We haveFINANCIAL
never heard managers or
investors complainREPORTING
that they don't fathom the
business environment
or the operations of
REGULATORY
companies, but we've heard plenty of them,
LANDSCAPE
even those with accounting degrees, lamenting
AND THE
that recent accounting
standards and the
consequent ACCOUNTING
disclosures (e.g., on financial
institutions'
risk) are beyond their
INFRASTRUCTURE:
comprehension. … The numbing complexity of
Thecorporate
Path Forward
for
the statutory
financial information
system,
constantly onAccountants
the rise, is a major
Professional
contributor to its deteriorating usefulness …
Counterintuitively, regulatory complexity often
enhance the complexity of the regulated
entities or structures
Swapan Kumar Bala, Ph.D., FCMA *

Abstract
The Financial Reporting Act (FRA) has been passed in September 2015 and more than one and a half
years have already been elapsed without the establishment of the Financial Reporting Council (FRC),
although legal creation of FRC has already been in April 2016. This paper has highlighted a chronological
development of the enactment of FRA 2015 and has outlined the functional responsibilities of FRC, the
super regulator of accounting infrastructure. With the establishment of FRC, it will have far-reaching
implications on accounting discipline and its followers. As the members of accounting profession, it is
expected that we should be much more cautious not to be changed with the regulatory changes to be a
prey of enforcement by the super regulator, rather we have to be "change-master" to master the
changed regulatory landscape of accounting infrastructure in harnessing our real capability and
competency in accounting as well as to prove ourselves as the members of the most dignified profession
with high ethical standards being the protectors of public interest for all sorts of entities in case of
providing the most valuable product (accounting information) to run an entity with utmost relevance
and reliability.
Keywords: Financial Reporting Act, Accounting profession, and Audit service.

* The author is a Commissioner of Bangladesh Securities and Exchange Commission (BSEC), and a Professor (on deputation) at
Department of Accounting & Information Systems, Dhaka University, Dhaka.

The views expressed here are of his own and not linked with his institutional capacities.
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Introduction
Infrastructure usually refers to the fundamental
facilities and systems needed for the operation of a
society or enterprise. However, when it is linked
with a discipline of social sciences, it signifies the
building blocks on which the discipline stands up
and also the structures and systems through and
around which the discipline evolves and continues
to grow fulfilling the societal expectations. From
the practitioners' perspective, accounting
infrastructure is "the basic systems and services
that are necessary and required to support a viable
and functional accounting service delivery-well
developed professional accounting bodies,
advanced accounting standard setting body and
strong legal framework for supporting accounting
practice" (Iyoha and Oyerinde, 2010: 362). Chicago
University's Sidney Davidson Distinguished Service
Professor of Accounting Ray Ball (2001) has
delineated "infrastructure" required by a "public
financial reporting and disclosure system" as
follows:
An economically efficient public financial
reporting and disclosure system requires the
following infrastructure: training an audit
profession of adequate numbers, professional
ability, and independence from managers to
certify reliably the quality of financial
statements; separating as far as possible the
systems of public financial reporting and
corporate income taxation, so that tax
objectives do not distort financial information;
reforming the structure of corporate
ownership and governance to achieve an openmarket process with a genuine demand for
reliable public information; establishing a system
for setting and maintaining high-quality,
independent accounting standards; and, perhaps
most important of all, establishing an effective,
independent legal system for detecting and
penalizing fraud, manipulation, and failure to
comply with standards of accounting and other
disclosure, including provision for private
litigation by stockholders and lenders who are
adversely affected by deficient financial
reporting and disclosure. The scope of these
requirements is unavoidably wide, because the
accounting infrastructure complements the
overall economic, legal, and political
infrastructure in all countries" (Ball, 2001: 128).

In the words of Lee (1987: 79):
The accounting infrastructure is comprised of
the facilities of information production, the
framework of information diffusion, and the
foundation of information monitoring and
contract enforcement. Four basic elements
make up the accounting information
infrastructure: 1) the information producer and
final user; 2) the information intermediaries; 3)
the laws and regulations that govern the
production, transmission, and usage of
information; and 4) the legal entity that
monitors and implements the laws and
regulations.
Lee (1987) continues to give examples on these
four basic elements of accounting information
infrastructure: (1) the information producer being
primarily the firm's management and the final user
being the shareholder; (2) the information
intermediaries being the auditors, financial analysts,
securities underwriters, bankers, and lawyers, who
provide value added to the primary information
supplied by the management; (3) informationrelated laws and regulations being the securities
laws and the Generally Accepted Accounting
Principles (GAAP); and (4) information regulators
being the securities regulator, the public
accountancy body, the accounting standard setting
body and corporate regulators (Lee, 1987: 79-80).
An omnibus bill under the title "The Accounting
Infrastructure Reform Bill" 1 has been placed in the
New Zealand parliament in December 2013 for
amending a number of statutes to address a
number of issues which are related to extended
scope of being statutory auditor, incorporation of
audit firm as company, expanded scope of financial
reporting and independent assurance thereto, and
allowing foreign auditors for domestic audit
service. The main purpose of the bill is to allow the
accounting and audit industry to be more efficient
and effective. Thus, accounting infrastructure is
here the founding legal structure of the accounting
and audit industry, the reform of which will make it
more efficient and effective.
Accounting infrastructure in Bangladesh has
entered into a new regulatory landscape after the
enactment of the Financial Reporting Act 2015
(FRA 2015) in September 2015. This paper has

1 Accounting Infrastructure Reform Bill was introduced in the New Zealand parliament on 02.12.2013 and is now at Third Reading (i.e., at a

stage of final debate and vote, and if successful, the bill will be passed) after the vetting by Committee of Whole House on 28.10.2014 (vide
http://www.legislation.govt.nz).
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given a brief overview of the historical background
of the FRA 2015 and some reflective assessments
of the possible implications on the accounting
infrastructure in Bangladesh.

FRA 2015: A Historical Note
Financial reporting in Bangladesh started being
standardized with the observance of the
International Accounting Standards (IAS) or
International Financial Reporting Standards (IFRS) in
preparing financial statements and independent
auditing of those financial statements following the
International Standards on Auditing (ISA) by the
external statutory auditors. Although since 1984 the
Institute of Chartered Accountants of Bangladesh
(ICAB) has been adopting IASs/IFRSs as BASs/BFRSs
(ICAB, 1984), but it has not adopted all the
applicable IASs/IFRSs to date. In Bangladesh, the
International Accounting Standards (IASs) as
adopted by ICAB are mandatory for companies
listed with stock exchanges in Bangladesh under rule
12(2) of the Securities and Exchange Rules 1987
(SER 1987) since October 22, 1997 (BSEC, 2015).
But ADB's 2005 assessment in its CMDP I (first
Capital Market Development Program) was skeptic:
Notwithstanding the progress in adopting IAS
as well as the tightened disclosure
requirements for listed companies, market
confidence in financial statements remains low,
partly due to the lack of qualified accountants
and auditors (ADB, 2005: 20).
Qualified accountants are still few in number as
shown in Table-1. Statutory corporate auditors
(practicing chartered accountants) are also
miserably lower (359 on 01.07.2013, 368 on
01.07.2014, 372 on 01.07.2015, and 366 on
01.07.2016), which is on an average only around 24
percent of total CAs. Practicing CMAs (Cost and
Management Accountants) who can work as cost
auditor are also insignificant (168 practicing CMAs
out of total 1202 CMAs, i.e., only 14 percent of
total members as on July 1, 2016) (same source of
Table-1).
Table-1: Professional Accountants (PAs) in Bangladesh
Date

Members of ICAB

Members of ICMAB Total PAs

FCA

ACA Sub-total FCMA

01.07.2013

838

578

1416

649

ACMA Sub-total
439

01.07.2014

862

637

1499

720

405

1125 2624 (16.8)

01.07.2015

906

629

1535

777

380

1157 2692 (17.1)

01.07.2016

973

610

1583

812

390

1202 2785 (17.4)

1088 2504 (16.3)

Sources: Membership data taken from ICAB's Annual Reports 2013 to 2016
and ICMAB's Members and Practising Firms 2013 to 2016. Figures in
parentheses in last column represent professional accountants per
million of population. Year-wise population data were taken from
http://www.tradingeconomics.com/bangladesh/population.
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Throughout the world, audit profession is under
self-regulation of the professional accounting
bodies, of which the public accountants are the
members. The question of 'audit regulation' by a
separate body arises when the self-regulation fails
to work. As mentioned by Baumeister and
Heatherton (1996), self-regulation has three
ingredients: standards, monitoring, and ability to bring
about the desired change (Baumeister and
Heatherton, 1996: 2). Self-regulation can break for
underregulation and misregulation. Underregulation occurs because people lack stable, clear,
consistent standards, because they fail to monitor
their actions, or because they lack the strength to
override the responses they wish to control.
Misregulation occurs because they operate on the
basis of false assumptions about themselves and
about the world, because they try to control things
that cannot be directly controlled, or because they
give priority to emotions while neglecting more
important and fundamental problems (Baumeister
and Heatherton, 1996: 13).
Table-2:Trends of Audit Regulators around the Globe
(up to September 2015)
Region

No. of No. of Audit 1970s
1980s
1990s
2000s
2010s
Countries Regulators (1970-79) (1980-89) (1990-99) (2000-09) (2010-15)

Australasia

2

2 (3.9)

--

--

--

1

1

Europe

28

31 (60.8)

--

1

4

22

4

Africa

4

4 (7.8)

--

--

--

3

1

North America

2

3 (5.9)

--

--

--

1

2

South America

1

1 (2.0)

1

--

--

--

--

46

51 (100.0)

1
(2.0)

1
(2.0)

5
(9.8)

Total

34
10
66.7) (19.6)

Source: Website of International Forum of Independent Audit Regulators
(www.ifiar.org); accessed on 25.09.2015. Turkey in Europe and UAE
in Asia (one in Dubai and another one in Abu Dhabi) have 2
regulators each and three UK territories (Gibraltar and Jersey in
Europe and Cayman Islands in North America) have separate
regulators. Figures in parentheses represent the percentage of
total.

On the basis of surveying website of the
International Forum of Independent Audit
Regulators (IFIAR), it is found that independent
audit regulation has been started first in South
America in 1976 in Brazil. As evidenced in Table-2,
up to September 2015, there are 51 organizations
from 46 countries, which are member of IFIAR. In
our part of SAARC (South Asian Association for
Regional Cooperation) region, Sri Lanka has
enacted a statute in 1996 to establish the
Accounting and Auditing Standards Monitoring
Board, but the Board has been established in 2000.
As per membership of the International Forum of
Independent Audit Regulators (IFIAR) up to
September 2015, South American country Brazil is
the first country, which declared Comissao de
Valores Mobiliarios Securities (CVM) [Securities

and Exchange Commission of Brazil] as the
regulator of the auditors in 1976 and Hungary is
the last country that has established the Auditors'
Public Oversight Authority (Ministry for National
Economy) in 2013. After Enron accounting and
auditing scandal and Enron's fall 2 in 2001, the US
Congress enacted the Sarbanes-Oxley Act (SOX)
in 2002 and established the Public Company
Accounting Oversight Board (PCAOB).3 After
PCAOB, out of 51 audit regulators (shown in
Table-2), 42 audit regulators were established. Thus
the post-Enron fear based on audit scandals of
Enron's auditor Arthur Andersen 4, there was a
surge of creating independent audit regulators
around the globe.
A chronological history of enactment of the
Financial Reporting Act and the attempt to
establish an oversight body on accounting
profession and practice has been delineated below.
Year

Events relating to the enactment of the Financial
Reporting Act (FRA) and the establishment of the
Financial Reporting Council (FRC)

1998

22 August 1998: Prime Minister Sheikh Hasina announced in the
inaugural ceremony of the13th SAFA (South Asian Federation of
Accountants) Conference that her government would consider
setting up a regulatory body to monitor accounting standards and
practices in the country (The Daily Star, 23.08.1998).
13 October 1998: In line with the Prime Minister's
announcement, ICMAB wrote a letter to the then Commerce
and Industry Minister Tofail Ahmed to form the Bangladesh
Accounting Standards Board (Source: ICMAB).
23 August 1999: In continuation with earlier communication,
ICMAB wrote a letter to Commerce Secretary to establish the
Bangladesh Accounting Standards and Auditing Standards
Monitoring Board and a draft Act (Bangladesh Accounting
Standards and Auditing Standards Act, 1999) was attached with
the letter (Source: ICMAB).

2003

The policy recommendations of the World Bank's ROSC (Report
on the Observance of Standards and Codes) 5 report (May 16,
2003) included: (a) To "improve the statutory framework of
accounting and auditing" with a view to fully protecting the public
interest through the enactment of a new 'single' Financial

Reporting Act and the repeal of the provisions on accounting,
auditing, and financial reporting in Companies Act, Banking
Companies Act, Insurance Act, and other related regulations, with
a focus on making legal arrangements for the following: (i) fully
adopt IAS/IFRS and ISA; and (ii) develop a simplified financial
reporting framework for small and medium enterprises; (b) To
"establish an independent oversight body to monitor and enforce
accounting and auditing standards and codes," under the
proposed Financial Reporting Act which may be called Financial
Reporting Council (FRC) without any domination by the
accountants in public practice in the FRC's operations and
management and its Governing Body, and with the main focus of
FRC's activities as: (i) setting accounting and auditing standards,
(ii) monitoring compliance with accounting standards, (iii)
reviewing auditors' practice, and (iv) enforcing sanctions for
violations (World Bank, 2003: 11-13).
2005

The Operations Evaluation Mission (OEM) of the Asian
Development Bank (ADB) in its CMDP I (first Capital Market
Development Program) for Bangladesh identified the need to
strengthen the oversight function of the accounting and audit
profession. With the support of the World Bank, a plan was under
consideration to establish an Accounting Standards and Audit
Oversight Board. The OEM supported this initiative (ADB, 2005: 22).

2008

09 June 2008 (Budget Speech): Steps have been taken to formulate
Financial Reporting Ordinance, 2008 to constitute a Council to
regulate and oversee the financial reporting activities of the Public
Interest Entities (PIEs) including corporate sector entities (Islam,
2008: 12).
28-30 December 2008: The Financial Reporting Ordinance, 2008
(Ordinance No. LXIV of 2008) was promulgated by the
Honourable President on 28 December 2008 and published in the
official Gazette on 30 December 2008 (GOB, 2008). The Financial
Reporting Ordinance, 2008 (Ordinance No. LXIV of 2008) was
the 106th ordinance out of 114 ordinances (42 in 2007 and 72 in
2008) promulgated during the regime of the caretaker
government led by Mr. Fakhruddin Ahmed from January 11, 2007
(popularly known as 1-11) to January 5, 2009, the day before Mrs.
Sheikh Hasina was sworn in as Prime Minister on January 6, 2009
after a massive winning by the alliance headed by Sheikh Hasina
(263 seats in the 300-seat parliament) in the national election held
on December 29, 2008. The Awami League-led government was
handed over power along with the fate of the 117 ordinances
(including 3 ordinances promulgated by President Iajuddin Ahmedled caretaker government from October 29, 2006 to January 10,
2006) to be decided about in the first 30 days in parliament, i.e., by
February 23, 2009 (first session of the parliament started on
January 25, 2009) (The Daily Star, 07.01.2009; Reuters, 2009). But
the Financial Reporting Ordinance, 2008 (FRO) was not placed in
the parliament within 30 days and thus it was not effective at all,
although under section 1(2) of the FRO, it was immediately
effective, i.e., 30 December 2008 and under section 4(1) of the
FRO, a Financial Reporting Council would be established along
with the introduction of the FRO (GOB, 2008).

2 On October 16, 2001, Enron announced that restatements to its financial statements for years 1997 to 2000 were necessary to correct

accounting violations (that reduced 23% of reported profits during the period, increased 6% of reported liabilities and reduced 10% of
reported equity at the end of 2000). On October 19, 2001, SEC launches that it was investigations on several suspicious deals struck by
Enron, characterizing them as "some of the most opaque transactions with insiders ever seen". On December 2, 2001, Enron filed for
bankruptcy and its $63.4 billion in assets made it the largest corporate bankruptcy in U.S. history until WorldCom's bankruptcy the next
year (https://en.wikipedia.org/wiki/Enron_scandal; accessed on 12.03.2017).

3 With President Bush's signature on July 30, 2002, the Sarbanes-Oxley Act became law, and an unprecedented oversight organization Public

Company Accounting Oversight Board (PCAOB) was created. The SEC named the founding members of the Board on October 25, 2002.
The founding Board members opened the doors of the PCAOB's first offices on January 6, 2003. The Board held its first public meeting on
January 9, 2003 (PCAOB's 2003 Annual Report, p. 4).

4 Former Enron auditor, Arthur Andersen LLP (founded in 1913 in Chicago), said on January 10, 2002, it destroyed tons of Enron documents.
On March 14, 2002, Andersen was indicted for destroying Enron-related documents to thwart investigators. On April 9, 2002, David Duncan,
Andersen's former top Enron auditor, pleaded guilty to obstruction for instructing his staff to destroy documents as per company policy. On
June 15, 2002, Andersen was convicted. Thereafter Licenses of Certified Public Accountants surrendered in 2002. As from the 1st of March
2017, through a French initiative, Arthur Andersen is reconstituted, with 26 offices on 5 continents and in 16 Countries. They still do audit
but with the exception of Statutory Auditors (www.nytimes.com; http://arthurandersenco.com/en/; accessed on 12.03.2017).
5 The Report on the Observance of Standards and Codes (ROSC) initiative was launched in 1999 as a prominent component of efforts to

strengthen the international financial architecture. The ROSC initiative is administered by the World Bank and International Monetary Fund
(IMF), which have recognized international standards in 12 policy areas. The World Bank focuses on three of these: Accounting and Auditing;
Corporate Governance; Insolvency and Creditor Rights (http://www.worldbank.org/en/programs/rosc; accessed on 12.03.2017).
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2010

The Financial Reporting Ordinance, 2008 was placed in the
Parliament as the draft Financial Reporting Act, 2010. Later on the
government decided to prepare the Act newly and a committee
was formed in relation thereto (Finance Minister's comment on
Financial Reporting Act; vide the Prothom Alo, 13.09.2013).

Substantially complied with. A Bill on the Financial Reporting Act
was approved by the Cabinet on 10 November 2014 for
submission to Parliament (ADB, 2015a: 22).
2015

Draft Financial Reporting Act, 2010 was sent to stakeholders
including ICAB and ICMAB for comments (GOB, 2012).
2011

2012

09 June 2011 (Budget Speech): Government was considering a
plan to establish a Financial Reporting Council to oversee the
audit and accounting standards and their transparency (Muhith,
2011: 134).

11 February 2015: First meeting of the SCoMoF was held on the
Financial Reporting Bill.
10 March 2015: Second meeting of the SCoMoF was held on the
Financial Reporting Bill.

09 May 2012: A meeting of stakeholders was held under the
chairmanship of Dr. Moshiur Rahman and 12.06.2012 (GOB,
2012).

07 July 2013: Financial Reporting Bill was scheduled to be passed
in the Parliament, but Finance Minster sent back the Bill to the
parliamentary standing committee for further scrutiny (The
Financial Express, 07.08.2015).

29 May 2012: Opinions on the draft Financial Reporting Act, 2010
were sought from the stakeholders by 12.06.2012 (GOB, 2012).

06 August 2015: Finance Minister met with key stakeholders on
the proposed Financial Reporting Bill 2015. The meeting was
attended, among others, by Mr. Abdul Matlub Ahmad, president of
the Federation of Bangladesh Chambers of Commerce and
Industry (FBCCI), Mr. Hossain Khaled, president of the Dhaka
Chamber of Commerce and Industry (DCCI), Syed Nasim Manzur,
president of the Metropolitan Chamber of Commerce and
Industry, Dhaka (MCCI), Mr. Masih Malik Chowdhury, president of
the Institute of Chartered Accountants of Bangladesh (ICAB), Mr.
Abu Sayed Md. Shaykhul Islam, president of the Institute of Cost
and Management Accountants of Bangladesh (ICMAB) and senior
officials of the Ministry of Finance. Finance Minister expressed his
willingness to bring necessary changes in the proposed Financial
Reporting Bill 2015 by accommodating suggestions and opinions
of the stakeholders (The Financial Express, 07.08.2015).

07 June 2012 (Budget Speech): A draft of Financial Reporting Act
was prepared and after necessary scrutiny, Finance Minister
hoped to present the Act in the Parliament for approval next
fiscal year, i.e., 2013-14 (Muhith, 2012: 21).
2013

Recommendation in 2003 ROSC Report to establish an
independent oversight body (to be known as the 'Financial
Reporting Council') to monitor and enforce accounting and
auditing standards and codes was drafted as the Financial
Reporting Act 2013 (World Bank, 2015: 22).
06 June 2013 (Budget Speech): "Preparing Financial Reporting Act
and establishing Financial Reporting Council" was a work in
progress (Muhith, 2013: 135).
19 August 2013: The Cabinet approved, in principle, the draft
Financial Reporting Act, 2013 (ICAB, 2013: 1) and was sent for
vetting of the Ministry of Law.

12 August 2015: ICAB's five-member delegation participated in
the Hearing of Parliamentary Standing Committee regarding
ICAB's Review Appeal on FRA Bill 2015 at Parliament Secretariat.
In the Chair of the Parliamentary Standing Committee on Finance
Dr. Abdur Razzak, MP, all the Committee Members including the
Finance Minister were present. ICMAB's president also made
their arguments and placed their submissions on FRA Bill in the
meeting (ICAB, 215: 95).

12 September 2013: The 2010 committee for finalizing the
Financial Reporting Act (FRA) was pressurized by the chartered
accountants (CAs) and thus it took a period of four years to
form the structure of the FRA. The draft FRA was prepared in
consultation with the CAs (Finance Minister's comment on
Financial Reporting Act; vide the Prothom Alo, 13.09.2013).
18-19 September 2013: As opined by the ICAB, there was no
discussion with ICAB on the draft FRA 2013, rather
confidentiality was maintained. Almost nothing from ICAB's
opinions or recommendations given on the draft FRA 2010 was
accepted. In comparison to the FRA 2010, the draft FRA 2013
included a significantly additional number of illogical, inconsistent
and conflicting sections. If the proposed Act was enacted keeping
the inconsistent, irrelevant, unrealistic and conflicting sections, its
successful implementation could not be possible, rather it would
have reverse impact on the economy. It was mentionable that
there was no regulatory body like FRC in SAARC countries and
there was no such illogical and unrealistic statute like the
proposed Act anywhere in the world (Opinion of ICAB on the
Finance Minister's comment on Financial Reporting Act; published
as an advertisement in the Daily Star and the Financial Express on
18.09.2013 and in the Prothom Alo, 19.09.2013; ICAB, 2013: 6).
2014

05 June 2014 (Budget Speech): "Preparing Financial Reporting Act
and establishing Financial Reporting Council" was a work in
progress (Muhith, 2014: 116).
10 November 2014: Conditionality of ADB under CMDP II: The
Borrower [Bangladesh government] shall submit to its parliament
a bill on financial reporting, which shall include provisions for (a)
establishment of an independent financial reporting council to
adopt international accounting and auditing standards for public
interest entities, and to monitor and enforce them; (b) licensing of
auditors and accountants; and (c) establishment of independent
administrative tribunal to hear appeals on the decisions of the
financial reporting council. The status of compliance was:

6 SRO stands for 'Statutory Rules and Order'.
7 DSL stands for 'Debt Service Liability'.
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26 January 2015: The Financial Reporting Bill was placed in the
Parliament by the Finance Minister and sent thereafter to the
Standing Committee on Ministry of Finance (SCoMoF). The Bill
was published in the official Gazette also on the same date as Bill
No. 04/2015.

06 September 2015: The Financial Reporting Bill was passed in the
Parliament.
09 September 2015: The Financial Reporting Act, 2015 (FRA) was
published in the official Gazette as the 16th Act of 2015.
2016

23 April 2016: The Financial Reporting Council (FRC) has been
established under section 3(1) of the FRA 2015 through the
Gazette Notification (Finance Division's SRO No. 100-Ain/2016,
dated 19.04.2016; SRO was issued by Treasury, DSL 7 and Equity
Management Branch, Treasury and Debt Management Wing,
Finance Division, Ministry of Finance).
23 April 2016: The 3-member Search Committee to recommend
2 persons for the Chairman of the FRC has been formed under
section 10(1) of the FRA 2015 through the Gazette Notification
(Finance Division's SRO No. 101-Ain/2016, dated 19.04.2016).
23 April 2016: The 4-member Search Committee to recommend
2 persons for each of the four Executive Directors of the FRC
has been formed under section 10(1) of the FRA 2015, read with
sub-section (2) of section 10, through the Gazette Notification
(Finance Division's SRO No. 102-Ain/2016, dated 19.04.2016).
02 June 2016 (Budget Speech): Government has been working for
a long time to form a Financial Reporting Council to bring
financial reporting system of public interest bodies including
banks and financial institutions under a regulatory framework, and
to develop standards for accounting and auditing professions as
well as ensure compliance, implementation and supervision of
these standards. It is pleasing to note that we have enacted the
Financial Reporting Act, 2015 for establishment of the aforesaid
council. It has not yet been formed. The Council will be
constituted within FY 2016-17 (Muhith, 2016: 67).

Changing Contents of the Financial Reporting Statutes: Some Basic Issues
There have been several versions of the Financial Reporting statute since 2007. The statute saw the legal
enactment as an Ordinance in 2008 by the then caretaker government. Thereafter the statute had a 2010
version, which was not publicly available. On 19 August 2013, the Cabinet approved, in principle, the draft
Financial Reporting Act, 2013, which was almost similar to 2010 version. Then due to strong interventions
of ICAB, it was redrafted and finally, the statute was placed in the Parliament as the Financial Reporting Bill
in January 2015. Then ICMAB also strongly attempted to revise the Bill. Thus, it is interesting to note some
of the changes in the different versions of the statute, which are available publicly.
Issues

FRO 2008
(30.12.2008)

Bill on FRA 2015
(26.01.2015)

FRA 2015
(09.09.2015)

Number of Chapters

12

10

10

Number of Sections

81

72

73

No. of pages

24

30

31

Other Acts amended

6 statutes: Bangladesh Chartered
Accountants Order, 1973 (P.O. No. 2 of
1973); Cost and Management
Accountants Ordinance, 1977 (Ordinance
No. LIII of 1977); Banking Companies Act,
1991 (Act No. XIV of 1991); Financial
Institutions Act, 1993 (Act No. XXVII of
1993); Companies Act, 1994 (Act No.
XVIII of 1994); and Insurance Ordinance,
2008 (Ordinance No. XXXXVII of 2008).

5 statutes: Bangladesh Chartered
Accountants Order, 1973; Banking
Companies Act, 1991; Financial
Institutions Act, 1993; Companies Act,
1994; and Insurance Act, 2010 (Act No.
XIII of 2010).

7 statutes: Bangladesh Chartered
Accountants Order, 1973; Cost and
Management Accountants Ordinance,
1977; Banking Companies Act, 1991;
Financial Institutions Act, 1993;
Companies Act, 1994; Micro Credit
Regulatory Authority Act, 2006 (Act No.
XXXII of 2006); and Insurance Act, 2010.

Structure of FRC

A body with maximum 11 members
under section 6: Governor of Bangladesh
Bank (BB) being the Chairman of FRC,
Chairman of Securities and Exchange
Commission (SEC), Chairman of
Insurance Control Authority (ICA),
Chairman of National Board of Revenue
(NBR), two experienced professional
accountants (one Chartered Accountant
from ICAB and one Cost and
Management Accountant from ICMAB),
Executive Officers (not more than four in
number) and Chief Executive Officer
(CEO) being the Member Secretary of
FRC

A body with 11 members under section
5: Chairman of FRC appointed by
government being the Chief Executive,
one Additional Secretary from any of the
Divisions under Ministry of Finance
nominated by the government, one
Additional Secretary nominated by
Ministry of Commerce, one
representative nominated by the
Comptroller and Auditor General
(C&AG) of Bangladesh, one Member
nominated by the Chairman of NBR, one
Commissioner nominated by the
Chairman of Bangladesh Securities and
Exchange Commission (BSEC), President
of ICAB or a professional accountant
(PA) nominated by him, President of
ICMAB or a PA nominated by him, one
professor from the Department of
Accounting of a public university
nominated by the government, President
of Federation of Bangladesh Chambers of
Commerce and Industry (FBCCI) or a
representative nominated by him, and
one Executive Director (ED) being the
Member-Secretary of FRC nominated by
the FRC's Chairman.

A body with 12 members under section
5: Chairman of FRC appointed by
government being the Chief Executive,
one Additional Secretary from any of the
Divisions under Ministry of Finance
nominated by the government, one
Additional Secretary nominated by
Ministry of Commerce, one Deputy
C&AG nominated by the C&AG of
Bangladesh, one Deputy Governor
nominated by the Governor of BB, one
Member nominated by the Chairman of
NBR, one Commissioner nominated by
the Chairman of BSEC, President of
ICAB, President of ICMAB, one professor
from the Department of Accounting of a
public university nominated by the
government (for a prescribed term),
President of Federation of FBCCI, and
one Executive Director (ED) being the
Member-Secretary of FRC nominated by
the FRC's Chairman.

Types of membership in 4 permanent members (Governor of BB,
FRC
and Chairmen of SEC, ICA and NBR), 2
part-time members for a 4-year term (2
professional accountants) and maximum 5
full-time members (CEO and 4 Executive
Officers)

2 full-time members (Chairman and one
Executive Director for a 4-year term and
eligible for appointment for consecutive
two terms, but up to the age of 65 years);
6 nominated members until further
replacement (Additional Secretary from
Ministry of Finance, Additional Secretary
from Ministry of Commerce, C&AG's
representative, BSEC's Commissioner,
NBR's Member and public university's
professor from the Department of
Accounting), and 3 permanent members
(ICAB's President or his nominee,
ICMAB's President or his nominee and
FBCCI's President or his nominee)

2 full-time members (Chairman and one
Executive Director for a 4-year term and
eligible for appointment for consecutive
two terms, but up to the age of 65 years);
6 nominated members until further
replacement (Additional Secretary from
Ministry of Finance, Additional Secretary
from Ministry of Commerce, Deputy
C&AG, BB's Deputy Governor, NBR's
Member, and BSEC's Commissioner), 1
nominated member for a prescribed
term (public university's professor from
the Department of Accounting) and 3
permanent members (ICAB's President,
ICMAB's President and FBCCI's
President); Executive Director has also
voting right and Chairman has right of
second casting vote in case of equality of
votes.
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Issues

Bill on FRA 2015
(26.01.2015)

FRA 2015
(09.09.2015)

Every member has voting right including
Executive Director; Chairman has right of
second casting vote in case of equality of
votes.

Every member has voting right including
Executive Director; Chairman has right of
second casting vote in case of equality of
votes.

At lease one-third of total members

At lease one-third of total members

Definition of 'Professional Any person included in the list of
Accountant'
members of a professional accountancy
institute [sec. 2(15)]

'Chartered accountant' as defined in
Article 2(1)(b) of Bangladesh Chartered
Accountants Order, 1973 (P.O. No. 2 of
1973) [sec. 2(18)]

Members of both the Institutes
mentioned under section 2(19), and in
case of performing functions, members of
ICAB shall be run under the Bangladesh
Chartered Accountants Order, 1973 and
members of ICMAB shall be run under
the Cost and Management Accountants
Ordinance, 1977 [sec. 2(18)]

Definition of 'Professional The Institute of Chartered Accountants
accountancy institute'
of Bangladesh (ICAB) and the Institute of
Cost and Management Accountants of
Bangladesh (ICMAB) [sec. 2(14)]

The Institute of Chartered Accountants
of Bangladesh (ICAB) established under
Bangladesh Chartered Accountants
Order, 1973 (P.O. No. 2 of 1973) [sec.
2(18)]

The Institute of Chartered Accountants
of Bangladesh (ICAB) established under
Bangladesh Chartered Accountants
Order, 1973 (P.O. No. 2 of 1973) and the
Institute of Cost and Management
Accountants of Bangladesh (ICMAB)
established under the Cost and
Management Accountants Ordinance,
1977 (Ordinance No. LIII of 1977) [sec.
2(19)]

Definition of 'Auditor'

Any audit service providing person
individually or as an employee or partner
of an audit firm [sec. 2(11)]

Any individual person, or owner or
partner of an audit firm or any person
employed therein involved in audit
service activities, who is registered as a
member of a professional accountancy
institute [sec. 2(13)]

Any individual person, or owner or
partner of an audit firm or any person
employed therein involved in audit
service activities, who is registered as a
member of a professional accountancy
institute [sec. 2(13)]

Definition of 'Audit firm'

A firm providing audit service [sec. 2(10)]

Any enterprise or firm run individually or
through joint partnership, whether
registered or not, providing audit service
[sec. 2(15)]

Any enterprise or firm run individually or
through joint partnership, whether
registered or not, providing audit service
[sec. 2(15)]

Definition of 'Audit service'

No separate definition given; audit service
is included in definition of "professional
accounting service", which means services
provided by a professional accountant on
subjects related to accounts, audit, tax
system, management advisory or financial
management [sec. 2(16)]

Services provided by a professional
accountant on subjects related to
accounts, audit, tax system, management
advisory or financial management and
these shall include the Explanation
mentioned in sub-article (2) of Article 2
of Bangladesh Chartered Accountants
Order, 1973 (P.O. No. 2 of 1973) [sec.
2(16)]

Service provided in accordance with
sections 210 to 220 of the Companies
Act, 1994 (XVIII of 1994) and equivalent
service performed under other statutory
acts [sec. 2(16)]

Voting right
members

of

FRO 2008
(30.12.2008)
FRC's Every member has voting right except 4
Executive Officers; Chairman has right of
second casting vote in case of equality of
votes.

Quorum in FRC's meeting

5 members except Executive Officers

What will FRC do?
In the 'Preamble' of the Financial Reporting Act,
2015, it has been mentioned as "an Act for the
purpose of making provisions for establishing a
council with a view to bringing public interest
entities' financial reporting activities under a wellregulated structure, setting standards for the
accounting and auditing profession, proper
compliance, implementation, supervision and
execution of other activities relating thereto."
In accordance with section 7 of the FRA 2015,
general objectives of the Financial Reporting
Council (FRC or Council hereinafter) shall be the
following:
(a) Setting standards of accounting and auditing
profession, standards relating to ethics, etc.;
(b) Improving qualitative standards of accounting
and auditing services;
(c) Developing of accounting and auditing
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profession;
(d) Ensuring the highest level of standard of
accounting and auditing activities of the
auditors enlisted with the Council;
(e) Enhancing the reliability of the financial reports;
(f) Ensuring integrity and transparency of
professional activities of accounting and
auditing and giving cooperation in increasing
the capability thereto; and
(g) Motivating public interest entities in preparing
high standard report of financial and nonfinancial information.
Section 8 of the FRA 2015 has provided the
provisions on the power and functions of the
Council. Under sub-section (1) of section 8, with a
view to executing its functions properly, the
Council, subject to the provisions of this Act, shall
apply all necessary powers and shall execute its
functions. Under sub-section (2) of section 8, the

Council, without violating the totality of subsection (1), shall apply its powers with respect to
following issues and shall execute its functions:
(a) Setting standards and implementing them in
consideration of the perspective of socioeconomic condition of Bangladesh and after
keeping consistency with internationally
accepted and quality financial reporting and
auditing standards;
(b) Ensuring compliance with internationally
accepted quality standards set by the
International Accounting Standards Board
(IASB), International Auditing and Assurance
Standards board (IAASB) or related other
international bodies;
(c) Ensuring effective compliance, monitoring and
enforcement of financial reporting and auditing
standards set by the Council;
(d) Setting necessary rules, regulations, standard
guidelines and codes and ensuring their
enforcement for the purpose of ensuring of
qualitative standard of financial reporting,
accounting and auditing;
(e) Monitoring auditing practice and exercise of
auditors for the purpose of maintaining high
standard of professional conduct;
(f) Giving advice on activities in relation to
accounting and auditing and providing
information related services as central
information storage;
(g) Enlisting auditors and maintaining related
information in register and publication thereof;
(h) Ensuring compliance of reporting requirement
prescribed under any other Act;
(i) Giving recommendations on academic
certificates, courses and various teaching,
training, internship, articleship and research
activities run by professional accounting bodies
and providing assistance in development;
(j) Observing professional development activities
run by professional accounting bodies for the
purpose of fulfilling the objectives of the FRA;
(k) Encouraging and where applicable, financing
research on such a subject by which the
financial report, accounting, auditing and
corporate governance system can be enforced
more effectively and efficiently by the Council,
professional accountancy bodies or any other
entity concerned;
(l) Making necessary rule or regulations for
conducting accounting and auditing activities
properly;
(m) Conducting investigation and activities in
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relation thereto under the FRA;
(n) Taking suitable procedure or scheme and
implementing those for achieving the
objectives and performing the functions of the
Council;
(o) Engaging or where applicable, executing
memorandum
of
understanding
and
agreement, with such local or international
institutional initiatives which are related to the
objectives and functions of the Council or
helpful thereto it;
(p) Fixing charge and fee on services provided by
the Council;
(q) Imposing fine under the FRA and rules made
thereunder;
(r) Giving recommendation or advice to the
government about financial report, nonfinancial report, financial statement, annual
report, accounting and auditing or subjects
related thereto; and
(s) Doing such other activities, which the Council
deems fit, for the purpose of implementing its
general objectives and functions with a view to
fulfilling the objectives of the FRA.
Under section 22 of the FRA 2015, with a view to
fulfilling the objectives of the FRA, working
divisions of the Council shall be formed by
incorporating following divisions each of which
headed by an Executive Director: (a) Standards
Setting Division; (b) Financial Reporting Monitoring
Division; (c) Audit Practice Review Division; and (d)
Enforcement Division.

How Parties to Accounting
Infrastructure will Be Affected by
FRC
Under the FRC regime, any person related to
financial reporting (as preparer or authenticator or
communicator) will be under civil and criminal
punishments. Under section 48 of the FRA 2015,
when any person obtains registration as an auditor
violating any condition mentioned in the FRA or
rules, regulations, guidelines, standards or directives
made thereunder, or through dishonest means or
providing false information or infringes any
provision of the FRA, then it shall be an offence
and for the said offence he shall be penalized with
an imprisonment of not exceeding 5 (five) years or
a fine of not exceeding 5 (five) lac taka or both.
Under section 33 of the FRA 2015, due to
punishment u/s (under section) 48, the enlistment
of an auditor may be withheld or cancelled, which

will be publicized through the FRC's website.
Under section 50(1) of the FRA 2015, when any
enlisted auditor refuses or fails to carry out any
order or directive of the Council made under the
FRA, in that case the Council may impose upon the
said enlisted auditor an administrative fine through
such procedure and at such an amount of money
as prescribed under the rules. Under section 50(2),
this administrative fine shall be realizable as Public
Demands under the Public Demands Recovery
Act, 1913 (Act No. III of 1913).
The statutes governing the professional accounting
bodies (ICAB and ICMAB) have been amended by
the FRA 2015 (the Bangladesh Chartered
Accountants Order, 1973 u/s 59 and the Cost and
Management Accountants Ordinance, 1977 u/s 64)
as follows:
●

The functions of both the Institutes shall be
subject to the public interest oversight of
the FRC in accordance with the FRA 2015,
which shall ensure that each Institute
meets its responsibilities to maintain high
professional standards and develop the
accounting profession [new section 13A of
Bangladesh Chartered Accountants Order
(BCAO) and new section 14A of the Cost
and Management Accountants Ordinance
(CMAO)]

●

Both the Institutes shall ensure that all
members of the Institute shall comply with
the Financial Reporting Standards and
Auditing Standards issued by the FRC
pursuant to section 40 of the FRA 2015
[new section 8A of BCAO and new
section 14B of CMAO].

●

A person shall not be entitled to have his
name entered in or borne on the Register
if he has been removed from the
membership of the Institute on being
found on inquiry not to have complied
with the Financial Reporting Standards and
Auditing Standards issued by the FRC
pursuant to section 40 of the FRA 2015
[new sub-clause (vii) of section 9 of BCAO
and new section 14C of CMAO].

Thus, it is evident that all the four elements of
accounting infrastructure are directly or indirectly
subject to the compliance regime of the FRC
under the regulatory authority emanated from the
FRA 2015. The information producer directly being

the preparer of financial reports and final user
being the members of ICAB or ICMAB will be
affected. The information intermediaries are under
direct monitoring and enforcement (auditors
directly as a licensee; others being a violator of any
provisions of FRA). The FRA itself and the rules,
regulations, orders, directives, and guidelines to be
framed under the FRA are expected to be a
burdensome accumulation of the laws and
regulations that govern the production,
transmission, and usage of information. Finally, the
FRC will be the added legal entity that will monitor
and implement the laws and regulations.

Conclusion
As coined by Woolf (1912: xix), as one of the
oldest disciplines, accounting is called as the "child
of commerce," and the "grandchild of civilization." 8
But the increasingly complex regulatory landscape
of accounting infrastructure has been creating
further complexity. Baruch Lev and Feng Gu, the
authors of the book titled The End of Accounting
and the Path Forward for Investors and Managers,
have rightly argued as follows:
The organization and operations of business
enterprises, particularly the global ones, are
obviously quite complex, but the regulations
concerning the accounting and reporting on
these operations exceed even business
complexity. We have never heard managers or
investors complain that they don't fathom the
business environment or the operations of
companies, but we've heard plenty of them,
even those with accounting degrees, lamenting
that recent accounting standards and the
consequent disclosures (e.g., on financial
institutions' risk) are beyond their
comprehension. … The numbing complexity of
the statutory corporate financial information
system, constantly on the rise, is a major
contributor to its deteriorating usefulness …
Counterintuitively, regulatory complexity often
enhance the complexity of the regulated
entities or structures" (Lev and Gu, 2016: 221222).
In this respect, ICAB's concerns may be mentioned
(taken from the document of September 2013 on
proposed FRA, which have mostly been remained
in the FRA 2015) about the contradiction,
ambiguity and dualism of the FRA on the matters
such as formation of the Council, qualification of

8 "… civilization is the parent of commerce, and accountancy is the child of commerce, and therefore the grandchild of civilization" (Woolf,

1912: xix).
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chief executive, dual registration of auditors, setting
accounting and auditing standards, audit practice
review, enforcement of penalty and imprisonment
for auditors, and framing Super Regulatory Body
instead of Oversight Body (ICAB, 2013: 10). The
World Bank also in its "2014 update to the Report
on the Observance of Standards and CodesAccounting and Auditing (ROSC A&A)"
recommended establishing the proposed FRC as
an Oversight Body. The specific recommendation
was:
If GoB 9 proceeds with the cabinet-approved
Financial Reporting Act and establish a Financial
Reporting Council, it is recommended that the
body adopts the principles set by the International
Forum of Independent Audit Regulators (IFIAR)
and aims to be its member in order to benefit
from international collaboration on issues
regarding audit regulation (World Bank, 2015: 52).
Soll (2014) has mentioned accounting as "the basis
of building businesses, states, and empires" (Soll,
2014: xi) and "(t)he delicate interplay between
accounting and accountability can decide the fate
of a company or, indeed, a nation" (Soll, 2014: xvi).
Since the passing of FRA in September 2015, we
have passed a long time (more than one and a half
years) without the establishment of FRC (although
legal creation of FRC already in April 2016) and the
Chairman of FRC is yet to be finalized although
two persons have already been selected by the
Search Committee for the Chairman of the FRC
about two months ago (Faruque, 2017: 1). But due
to some capital market related development
partner's strong vigilance on the government
commitment to make the FRC functional, we
possibly will see in near future the existence of
FRC with all its effective and efficient operations.
Then as accounting professionals, we should be
much cautious to prepare ourselves how to
master the changed regulatory landscape of
accounting infrastructure to harness our real
capability and competency in accounting. We have
also to prove ourselves as the members of the
most dignified profession with high ethical
standards with a view to protecting public interest
for all sorts of entities in case of providing the
most valuable product (accounting information) to
run an entity with utmost relevance and reliability.
This proof should be not only "in fact" but "in
appearance" also.

9 GoB standas for "Government of Bangladesh".
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As the members of
accounting profession, it is
expected that we should be
much more cautious not to be
changed with the regulatory
changes to be a prey of
enforcement by the super
regulator, rather we have to
be "change-master" to
master the changed
regulatory landscape of
accounting infrastructure in
harnessing our real
capability and competency in
accounting as well as to
prove ourselves as the
members of the most
dignified profession with
high ethical standards being
the protectors of public
interest for all sorts of
entities in case of providing
the most valuable product
(accounting information) to
run an entity with utmost
relevance and reliability.
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Abstract
The study has been conducted to investigate how the SERVQUAL dimensions influence
customer satisfaction in the mobile banking industry of Bangladesh. The researchers have used
customer satisfaction as the dependent variable, while five dimensions of service quality model
(namely- tangibles, reliability, responsiveness, assurance and empathy) are taken as independent
variables. A questionnaire had been developed and distributed among 166 customers of five
mobile banking service providers of Bangladesh. The respondents were selected from Dhaka city
by using Simple Random Sampling. Results were subsequently analyzed by using descriptive
statistics, Pearson correlation and multiple regressions. Results showed that the four variables
tangible, reliability, responsiveness, and empathy have significant positive relationship with
customer satisfaction. However, the assurance factor has no significant relationship with
customer satisfaction. The results imply that firms should focus upon tangible, reliability,
responsiveness, and empathy variable as these are the key indicators of customer satisfaction of
mobile banking services.
Keywords: Mobile Banking, SERVQUAL, Customer Satisfaction, Bangladesh.
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1. Introduction
Modern financial institutions are utilizing
technologies to render better service to their
customers. Today banking industry focuses on EBanking technologies to provide branchless
banking service to the customers. E-banking
provides convenient, speedy and dependable
service to the customers (Nupur, 2010). Mobile
banking service is a type of E-banking service
which becomes very popular among bank
customers in the recent years. Mobile banking
means providing banking service by mobile
technology devices. Mobile banking customers get
different banking and financial facilities such as
funds transfer, savings product, insurance products,
paying fees of different forms, receiving payments
through their mobile service technology. At
present mobile banking service is very popular
among all classes of people in Bangladesh. Mobile
banking service began in Bangladesh in the year
2011. In the beginning the primary goal was to
provide banking service to the unbanked
population (Islam et al, 2012). According to
Bangladesh bank there are more than 1.50cr
registered clients of mobile banking service served
by 2.93 lakh agents transacting over 263.18cr tk
per day (Saha, 2014). All five mobile phone
operators (Grameen Phone, Bangla Link, Teletalk,
Robi, City Cell) are involved with MFS(Mobile
financial services) providers in some capacity while
by now 28 banks have MFS permission and 19 are
in active operation, according to the central bank
(the daily star, 2014). A survey conducted by the
World Bank in Bangladesh found that nearly 48 per
cent of the MFS users reside in urban areas while
32 per cent in rural and 20 per cent in semi-urban
areas. The total number of agents providing such
services across Bangladesh stood at around three
hundred thousand until March 31, up from around
two hundred thousand until December 31, 2013.
Last year, Mobile banking registered 186 per cent
growth in cash transactions and 262 per cent in
the number of subscribers (Akram, 2014).
Mobile banking has become fruitful for the last
three years and is showing great prospect for the
upcoming years (Islam, 2013). In Bangladesh mobile
banking service is a new theme and there is a
strong need to analyze the critical aspects of this
service. Moreover, Mobile banking service quality
level and its effect on customer satisfaction is a
crucial matter to investigate. This will provide
important managerial guideline and strategic
direction for both the mobile banking service
providers and government. The service providers
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may find ways to increase the satisfaction level of
their customers and secure a strong foothold
against the competitors through the exploitation
of perspective opportunities. SERVQUAL is an
instrument that measure service quality from the
perspectives of customers. This scale has been
tested and/or adapted in a great number of studies
conducted in various service settings, cultural
contexts and geographic locations (Aghdaie and
Faghani, 2012). However, there is a dearth of
research work on the relationship between service
quality dimensions of mobile banking service
providers and customer satisfaction in Bangladesh.
Thus, this paper attempted to examine the
relationship between mobile banking service
quality and customer satisfaction in Bangladesh.

2. Literature review
Mobile banking is also known as M-banking. Mbanking is defined as "a form of banking transaction
carried out via a mobile phone" (Amin et al, 2007).
Mobile banking is an application of m-commerce
which enables customers to access bank accounts
through mobile devices to conduct and complete
bank-related transactions (Kim et al., 2009). By
complementing services offered by the banking
system,
such
as
checkbooks,
ATMs,
voicemail/landline interfaces, smart cards, point-ofsale networks, and internet resources, the mobile
platform offers a convenient additional method for
managing money without handling cash
(Karjaluoto, 2002). Deb et al. (2011) have studied
the dimensions affecting the adoption of mobile
banking in Bangladesh and found that the handset
operate ability, convenience, and security are the
prime influencing factors, while reliability, cost,
confidentiality, network procedure, and knowledge
also have a significant influence.
When a customer is contented with either the
product or services it is termed satisfaction.
Satisfaction can also be a person's feelings of
pleasure that results from comparing a product's
perceived performance or outcome with their
expectations (Kotler & Keller, 2009). Customer
satisfaction is the consumer's response to the
evaluation of the perceived discrepancy between
prior expectations and the actual performance of
the product or service as perceived after its
consumption (Tse & Wilton, 1988).
Service quality is the extent to which customers'
perceptions of service meet and/or exceed their
expectations (Zeithaml et al, 1990). Parasuraman
(1988) defines service quality as "the differences
between customer expectations and perceptions

of service". Service quality is also known as
attitude which is formed on the basis of long term
evaluation of the service quality and attitudes
considered as parallel constructs (Bitner & Hubert,
1994).
By defining service quality, companies will be able
to deliver services with higher quality level
presumably resulting in increased customer
satisfaction (Ghylin et al., (2008). One service
quality measurement model that has been
extensively applied is the SERVQUAL model.
SERVQUAL as the most often used approach for
measuring service quality has been applied to
compare customers' expectations before a service
encounter and their perceptions of the actual
service delivered (Parasuraman et al, 1985). Berry,
Parasuraman and Zeithaml (1988) are the creators
of this instrument that is used to measure the
customer perceptions of service quality. This
service evaluation method has been proven
consistent and reliable by some authors (Brown et
al., 1993). The original study by Parasuraman et al.
(1988) presented ten dimensions of service quality.
At first SERVQUAL model had came with 22 pairs
of Likert-type items, where one part measured
perceived level of service provided by a particular
organization and the other part measured
expected level of service quality by respondent
(Kuo-YF, 2003). After refinement and further
investigation Zeithaml et al (2006) proposed five
dimensions of SERVQUAL model. Tangibility:
physical facilities, equipment, and appearance of
personnel; Reliability: ability to perform the
promised service dependably and accurately;
Responsiveness: willingness to help customers and
provide prompts service; Assurance: knowledge
and courtesy of employees and their ability to
inspire trust and Confidence and Empathy: caring
individualized attention the firm provides to its
customers.
Due to some criticisms to SERVQUAL model,
Cronin and Taylor (1992) developed performance
only model or SERVPERF model, that employs the
same questionnaire of the SERVQUAL model but it
is constituted of a single prospect that is that of
customers' perceptions while it does not consider
that of customers' expectations.
Regarding the relationship between customer
satisfaction and service quality, Fornell et. al. (1993)
first suggested that service quality would be
antecedent to customer satisfaction regardless of
whether these constructs were cumulative or
transaction-specific. Some researchers have found
empirical supports for the view of the point
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mentioned above (Anderson & Sullivan, 1993;
Fornell et al, 1996); where customer satisfaction
came as a result of service quality. McDougall and
Levesque (2000) showed that Perceived quality is
an important predictor and the key determinant of
customer satisfaction and loyalty. Cronin et al.
(2000) examined the relationship between service
quality, service value, satisfaction and behavioral
intentions in six industries including spectator
sports, participant sports, entertainment, fast food,
healthcare and long?distance carriers. The results
show that service value and quality influence
customer satisfaction and behavioral intentions (in
all industries except health care).
Aghdaie and Faghani (2012) in a study on mobile
banking customers
found that four factors of
SERVQUAL which are reliability, responsiveness,
tangibility and empathy have positive relationship
with mobile banking customer satisfaction.
However, the assurance factor does not show any
significant relationship with customer satisfaction.
Nupur (2010) showed that reliability,
responsiveness and assurance have significant
positive relationship with customer satisfaction in
E-banking service of Bangladesh. However, she
does not find any significant relationship with
tangibility and responsiveness.
Parvin (2013) in 2011 showed that most of the
users of mobile banking in Bangladesh would like
banks to extend the services offered through this
channel and that the level of satisfaction was very
high among the population of users, almost half of
them describing themselves as very satisfied while
only 8.3% stating that they are very disappointed.
Shohag (2013) in a study on the customers'
satisfaction with m-cash, a mobile banking service
offered by the Islami Bank of Bangladesh, found
that users had average levels of satisfaction and
that they required the extension of the network of
banking agents and the availability of the service
through more mobile telephony providers
From the above discussion, it is clear that the
previous researchers found link between mobile
banking service quality and customer satisfaction.
But no research has been done to investigate the
relationship between mobile banking service
quality and customer satisfaction in Bangladesh.
This study seeks to make a substantial contribution
in this area. Thus, this paper seeks to answer five
important research questions (R.Q.).
R.Q.1: How does tangibility of the mobile banking
service help to satisfy the customers?
R.Q.2: How does reliability of the mobile banking
service help to satisfy the customers?

R.Q.3: How does responsiveness of the mobile
banking service help to satisfy the customers?
R.Q.4: How does assurance of the mobile banking
service help to satisfy the customers?
R.Q.5: How does empathy of the mobile banking
service help to satisfy the customers?

3. Conceptual Framework and
Development of Hypotheses
The motive of this research is to find the
Relationship of Mobile Banking service Quality
with the customer satisfaction. Figure (3.1)
exhibits the theoretical framework of this study. It
demonstrates the effect of Mobile Banking Service
Quality dimensions on customer satisfaction in the
mobile banking industry of Bangladesh. The
definitions of these SERVQUAL dimensions have
been given below:
Reliability: Quick and speedy mobile banking
service, error free service, sufficient number of
mobile banking service agents.
Responsiveness: Willingness of mobile banking
service agents to help the customers, Responsive
service providers.
Assurance: Safety of mobile banking transactions,
knowledge sufficiency of the service providers to
answer questions, Courteous behavior.
Empathy: Personal attention given by the Mobile
Banking service providers and agents, convenient
operating hours.
Tangibles: Materials (form, posters, leaflets,
pamphlets of Mobile Banking service providers),
Outlet of Mobile Banking service agents, Physical
facilities of mobile Banking service providers.
From the analysis of the literature review and
conceptual framework, it can be assumed that
there is a strong relationship between mobile
banking service quality and customer satisfaction in
Bangladesh. Hypotheses (H) as formulated in this
section along with the expected effect of mobile
banking service quality on customer satisfaction
are summarized as follow:
H1: There is a strong association between mobile
banking service quality and customer satisfaction in
Bangladesh.
As customer satisfaction depend on mobile
banking service quality factors such as reliability,
responsiveness, tangibility, assurance and empathy;
therefore, for the purpose of the study, researcher
can develop it into the following five sub-
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hypotheses.
H1a: There is a strong association between
tangibility and customer's satisfaction of mobile
banking services.
H1b: There is a strong association between
reliability and customer's satisfaction of mobile
banking services.
H1c: There is a strong association between
responsiveness and customer's satisfaction of
mobile banking services.
H1d: There is a strong association between
empathy and customer's satisfaction of mobile
banking services.
H1e: There is a strong association between
assurance and customer's satisfaction of mobile
banking services.

4. RESEARCH METHODOLOGY
Selection of sample and data collection
For this study, the personal interview survey was
conducted. Considering the nature of the present
study, the researcher decided to use the structured
interview schedules. These schedules were
developed for collecting the primary information
regarding reliability, responsiveness, tangibility,
assurance, empathy, customer satisfaction and
demographic profile of Mobile Banking customers.
Dhaka, the capital city of Bangladesh was chosen as
the study area.
BKASH, Dutch- Bangla Mobile Banking, M cash and
Ucash customers of this city of 2014 were
regarded as population. A total number of 200
customers were selected as sample for
interviewing. At first, the target population is
divided into ten mutually exclusive and collectively
exhaustive clusters which are Jattra Bari, Old
Dhaka, Motijheel-Komlapur,
Dhanmondi,
Mohammadpur-Lalmatia, Mirpur- KaziparaShawrapara, Gulshan-Banani, Baridhara-bashabo,
Tejgoan-DOH and Uttrara. Random sample of
cluster (area) was selected based on simple
probability sampling technique. Twenty users were
selected as sample from each cluster. Simple
random sampling method was also used for
selecting the number of users from each area.
From 200 users, 34 respondents were likely to be
non-responsive for some reasons. Therefore, 166
solved questionnaires were selected for analysis.

Data analysis:
The researchers have used frequency distribution,
Pearson correlations and regression analysis to

analyze the data. Frequency distribution has been
used to show the sample characteristics of the
respondents. To examine the hypothesized
relationships the researchers have used Pearson
correlation and multiple regression analysis
techniques.

Table 2 shows the mean value depicting the overall
customers' satisfaction. As far as this descriptive
statistics is concerned, customers' satisfaction on
mobile banking service is above satisfactory level
(with a mean value of 3.67 on a 5-point Likert
scale). In addition, mean of the SERVQUAL
dimensions are above satisfactory level.

Model development and specification

The Calculation of Pearsen correlations has been
used to examine relationship between dependent
variable and each independent variable are shown
in table 3. Results show the four variables tangible
(0.373), reliability (0.456), responsiveness (0.468),
and empathy (0.398) are significantly correlated
with satisfaction (table 3). In other word, these
four factors have positive relationship with
customer satisfaction. However, the assurance
factor does not have significant relationship with
Customer Satisfaction. The correlation matrix
shows that all the variables are not strongly related
with one another. The correlation value is below
0.7 for all the variables that indicates that there is
no multi-colliniarity problem in the data.

An econometric model is developed for the study
in order to testify the relationship between the
dependent and independent variables and to test
the hypotheses relevant for the study. Customer
satisfaction as a function of mobile banking service
quality can be depicted in the form of the following
equation.

Where:
Customer Satisfaction=CS,
0=intercept, R=
Reliability, RE= Responsiveness, T=Tangibility, A=
Assurance, E= Empathy, and -coefficient of error
term.

5. Analysis and Results
The research design is quantitative. The data
gathered is tabulated into a sheet for bank
customers. This data is analyzed by using a
statistical software package known as Statistical
Package for Social Sciences (SPSS 16 version). The
current study used a mixture of statistical
techniques to achieve the intended objective. First,
descriptive statistics were employed to analyze the
profile of the respondents and mean value of
service quality dimensions and customer
satisfaction, which is necessary in analyzing the
result. Second, Pearson's correlation coefficient
was used to measure the relationship between
services quality dimensions and customers
satisfaction in Mobile Banking. Then, regression
analysis was used to estimate the cause and effect
relationship between the variables of services
quality and customers satisfaction.
According to the study results, each demographic
variable had a varied response rate (table 1). There
were 134 males and 32 females, ranging in age from
18 to greater than 55, 139 respondents (83.7%)
were aged 20-30. As to educational background,
About 90 respondents use mobile banking service
1-2 times per month and 39 respondents use 3-4
times per week. 63.3% respondents are the user of
bKash of Brac Bank and 25.3% are the user of
mobile banking of Dutch-Bangla Bank Ltd.
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The overall predictability of the model is shown in
table 4. The R square value of .550 indicates that
the model explains roughly about 55% of customer
satisfaction in M-Banking of Bangladesh. The
ANOVA table (shown under table 5) depicts
significant F values which implies that the model
and data are well fitted in explaining customer
satisfaction in M-Banking. The ANOVA table (Table
5.5) shows that the calculated F value is 17.088
which is greater than the critical value and the
significance level is less than 0.05 . It means there is
a significant impact of independent variables on
dependent variables. Therefore, customer
satisfaction level depends on quality dimensions of
different mobile bank service providers in
Bangladesh. But it does not indicate that all service
quality dimensions have significant correlation with
customer satisfaction level.
Coefficient analysis shows the relationship
between dependent variable (Levels of Customer
satisfaction) and each independent variable
(SEVQUAL dimensions). According to Sig. value
reliability, responsiveness, tangibility and empathy
have significant positive relationship with customer
satisfaction level (table 6).
Tangibles: The result shows coefficients value of
0.275 and significance level 0.003 for the
dependent variable Tangible. This confirms a
positive relationship between the independent
variable customer satisfaction and dependent
variable tangibles. The result leads to the
acceptance of the hypothesis (H1a).

Reliability: The regression analysis result shows
the coefficient value of 0.334 and significance of
0.001. The result shows a strong positive
relationship of the variable with customer
satisfaction. The result confirms the hypothesis
(H1b) that there is a significant positive
relationship between reliability and customer
satisfaction in mobile banking service.
Responsiveness: Based on the coefficient value
0.272 and significance level (0.004), it is suggested
that responsiveness has a strong positive effect on
customer satisfaction. Hence, hypothesis (H1c) is
accepted.
Empathy: The result shows coefficients value of
0.122 and significance level 0.014. This confirms a
positive relationship between the independent
variable customer satisfaction and dependent
variable empathy. The result leads to the
acceptance of the hypothesis (H1d).
Assurance: Assurance is found to have a negative
relationship with customer satisfaction as shown
by coefficient value of -0.081 with the significance
level of 0.355. The result rejects the hypotheses
(H1e) that there is a positive relationship between
independent variable customer satisfactions and
dependent variable Assurance.
Regression Equation: The result shows 0.232 as
the y-intercept or constant term of the regression
equation. The coefficients for the model are
reported above and the model is represented
below:
CSMB = 0.460+ 0.334(R) + 0.272(RE) + 0.275(T) 0.081(A) + 0.122(E) + e

6. Conclusions and Implications
This study provides initial empirical evidence of the
impact of SERVQUAL dimensions on customer
satisfaction in mobile banking service. The results
of the regression analysis provide support for the
five hypothesized relationships. The statistical
analysis has shown that there is a significant
positive relationship between customer satisfaction
in mobile banking and reliability, responsiveness,
empathy and tangibles. The analysis showed that
there is no relationship between customer
satisfaction in mobile banking and assurance.
Therefore, banks of Bangladesh should pay close
attention to such SERVQUAL dimensions as
reliability, responsiveness, empathy and tangibles to
increase the satisfaction level of the customers on
mobile banking service. An interesting finding of
this study is that assurance tends to have no
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significant impact on mobile banking customer's
satisfaction in Bangladesh. A possible explanation is
that Assurance may be perceived as a ' hygiene
factor' by the customers of mobile banking service
providers. Hence, the presence of Assurance may
not create satisfaction but the absence of
Assurance may create dissatisfaction among mobile
banking customers.

Managerial implications
This is obvious from the present study that
managers and decision makers in mobile banking
service industry should try to make better
performance in SERVQUAL dimensions that have
significant effect on customer satisfaction. Mobile
Banking service providers should make in-depth
communication with their customers so that they
can learn about the expectation of customers
regarding the service quality dimensions. Survey
should be made every year on Service Quality
Dimensions for making yearly comparison on
service improvement and analyzing the effect of this
improvement on customer's perception and
satisfaction. Mobile Banking service providers
should educate, persuade and train Mobile banking
service agents to deal effectively with customers
and solving their problems. Training programs
should be arranged for these agents from where
they can learn about various matters on mobile
banking. Physical appearance of the outlet should be
attractive. Promotional Materials and transaction
forms should be eye-catching. The transaction must
be secured and if any problem occurs than it
should be resolved as soon as possible.

7. Limitations of the study and
Directions for future research
There are some limitations for conducting this
research which are given below:
i. Only urban areas have been considered for this
study.
ii. The sample size was very small.
iii. Respondents were not included from all of the
mobile banking service providers.
Mobile banking service is relatively unexplored
services in Bangladeshi financial institutions, mainly
in banks. The author proposes the following
further research:
❏ Further research should be conducted in this
area to explore the profitability associated
with the mobile banking services quality.

❏ There is a need to explore more
independent variables that can have an
impact on customer satisfaction.
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Appendix
Figure 3.1: Conceptual Framework
Mobile Banking Service Quality

Reliability

Tangibility

Responsiveness

Customer Satisfaction

Assurance

Empathy

Table 1. Demographic Profile of the respondents
Variable

Frequency

Percent

Educational qualification
Below SSC
S.S.C
H.S.C
Graduate
Masters or More
Total

13
7
54
71
19
166

7.8
4.2
32.5
42.8
11.4
100.0

Age
15 to 25
26 to 35
36 to 45
46 to 55
Above 55
Total

93
46
19
7
1
166

56.0
27.7
11.4
4.2
.6
100.0

Gender
Male
Female
Total

134
32
166

80.7
19.3
100.0

Mobile banking
service providers
Dutch Bangla bank
(Mobile banking)
Brac Banl limited(Bkash)
Islami bank(M cash)
UCBL(U cash)
Others
Total

Table 4. Regression Model Summary
43
105
6
11
1
166

25.9
63.3
3.6
6.6
.6
100.0

Model
1

R

R Square

.691a

Adjusted Std. Error of
R Square the Estimate

.550

.529

.615

Table 5. ANOVA Table
ANOVA

Frequency of using
Mobile Banking Service
3-4 times per week
1-2 times per month
less than one per month
Everyday
Total

Model
39
91
34
2
166

23.5
54.8
20.5
1.2
100.0

Table 2: Descriptive Statistics

Reliability
Responsiveness
Tangibles
Assurance
Empathy
Level of Customer satisfaction
Valid N (listwise)

Model
Summary

N

Mean

166
166
166
166
166
166
166

3.6946
3.4694
3.4224
3.6745
3.2386
3.67

Std.
Deviation
.60621
.68279
.57222
.62396
.70243
.750

1

Sum of Squares

Df

Regression

32.271

5

Residual

60.056

159

Total

92.327

164

Mean Square
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Sig.
.000a

.378

a. Predictors: (Constant), Empathy, Assurance, Tangibles, Reliability, Responsiveness
b. Dependent Variable: Level of Customer satisfaction

Table 6. Coefficients for identify the relationship between
mobile banking service quality and customer satisfaction.
Coefficients
Unstandardized
Coefficients

Model

(Constant)

B

Std. Error

.460

.418

Standardized
Coefficients

t

Sig.

1.101

.273

Beta

Reliability

.334

.094

.270

3.544

.001

Responsiveness

.272

.092

.247

2.959

.004

Tangibles

.275

.090

.210

3.042

.003

Assurance

-.081

.088

-.068

-.927

.355

Empathy

.122

.082

.115

1.484

.0140

a. Dependent Variable: Level of Customer satisfaction
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Abstract
There is a growing need for the integration of environmental sustainability into human
resource management. Organizations are nowadays realizing that, in addition to focusing on
financial profits, they must consider all social and environmental impacts for their long term
sustainability. Thus Green Human Resources Management (Green HRM) has recently attracted
the attention of academic researchers and practitioners. The objective of this study is to
explore the green human resource management practices of organizations based on the
existing literature. Thus the major areas of the study include concepts, policies, practices and
challenges of Green human resources management. The methodology of the study includes
searching, collecting and analyzing the contemporary studies on Green Human Resources
Management using an archival method. The key concepts, functions, practices and challenges of
green human resources management were identified in the paper. Accordingly the study is
supposed to contribute to the field of green human resources management.
Keywords: Green management, green human resources management, human resources
management, environmental sustainability.
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1. Introduction
1.1 Background of the Study
The globally growing concern for environment
compels businesses to move towards sustainable
operations and formulate green policies. The
international standards for environment protection
and preservation call for businesses to devise
environment-friendly strategies. With everyone,
from customers to employees to investors
becoming more and more environment-conscious,
'Green Human Resource Management (referred as
green HRM or GHRM)' is emerging as a significant
area in management (Mehta & Chugan, 2015).
Over the past several decades, the consequences
of business activities on the environment have
been closely scrutinized by various stakeholder
groups. Fayyazia et al. (2015) said that there is a
requirement
for the
amalgamation
of
environmental management in Human Resource
Management (HRM) because it is essentially or
very important rather than just desirable.
There is a need for companies to adopt formal
environmental practices due to growing global
environmental concern and development of
international environmental standards (Daily and
Huang, 2001). Various literatures on Green
Marketing (Peattie, 1992), Green accounting
(Bebbington, 2001), Green Reatiling (Kee-hung,
Cheng, and Tang, 2010), and Green management in
general (McDonagh and Prothero, 1997) have
fertilized the concept of Green HRM. There is a
need of integration of environmental management
into Human Resources (HR) called Green HR
(Dutta, 2012). Now-a-days it seems that a
considerable number of organizations practice
green human resource management in the global
context (Opatha et al., 2015).
These researchers give importance to adoption of
environmental practices as a crucial purpose of
organizational functioning to make it significant
with the strength of HRM practices (Jackson et al.,
2011; Daily and Hung, 2001; Sarkaris et al., 2010).
Lee (2009) defined 'green management' as the
exercise whereby companies develop an
environmental management strategy to manage the
environment. So there is a need of proactive
environmental management (Gonzalez-Benito and
Gonzalez-Benito, 2006).
After a wealth of research into green marketing
(Peattie, 1992), accounting (Owen, 1992), and
management (McDonagh and Prothero, 1997), gaps
still exist in the Human Resource Management
(HRM) literature on the HR aspects of
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environmental management - Green HRM. Such
gaps include an informative guide on the emergent
literature, its scope and coverage, and a process
model and research agenda in this field.

1.2 Objectives
The objective of this study is to explore the green
human resource management policies and
practices of organizations based on the existing
literature. Subsequently the following steps were
taken to support the main objective.
i. Review the contemporary studies on HRM and
Green HRM
ii. Identify the basic functions of Green HRM
iii. Identify the factors affecting Green HRM
iv. Identify the key challenges in adopting and
implementing Green HR policies
v. Provide the managerial/social implications of
Green HRM

1.3 Justification of the Study
There is a growing and strong debate among the
HR practitioners regarding the term 'Green HRM'.
Organizations are now placing importance on the
integration of environmental sustainability into
their HR strategies.
Accordingly a growing number of studies are being
conducted to justify the viability as well as the
applicability of Green HRM. This study attempts to
analyze the concepts, policies, practices and
challenges of Green HRM. Thus this study is
supposed to contribute to the field of Green HRM
literature. First, the study will help the HR
professionals in adopting and implementing Green
HR strategies. Second, it will help the unions and
employees to adopt Green HRM policies and
practices that help safeguard and enhance worker
health and well-being. Third, the study is supposed
to open the doors of future research. Finally, it will
help the academics by revealing additional data to
the existing literature.

1.4 Methodology
This study aims at exploring the concepts, policies
and practices of Green HRM. This is a qualitative
research based on the extensive analysis of existing
literatures of Green HRM. Literature review is
adopted as it enables to structure research and to
build a reliable knowledge base in this field
(Tranfield et al., 2003). In order to achieve the
stated review objective, a systematic review of
literature was conducted by using the archives of

different databases. This paper employs a
methodology to review the articles cited in the
databases like Sage, Taylor and Francis Online,
Springerlink, ScienceDirect, JSTOR, Wiley Online
Library, and Emerald. The other sources of data
include books, journals, e-papers and websites.
Contemporary research papers were given
priority in analyzing the existing literatures.
Research papers were delimited from the review
if they did not have a focus on environmental
management as it pertains to management,
employees, work organisations, and the wider
social arena. A systematic review of collected
literature was done in detail.

2.0 Literature Review
The Green HRM literature is largely a western
one and, given the importance of Asian economic
development for environmental management, this
is an important gap for future studies to reduce
(Renwick, Redman, & Maguire, 2013, p. 3).
Fayyazia et al. (2015) said that there is a
requirement for the amalgamation of
environmental management in Human Resource
Management (HRM) because it is essentially or
very important rather than just desirable.
Successful environmental management in an
organization needs special efforts of human
resource management (Rothenberg, 2003).

Similarly Jabbour and Santos (2008) also stated that
effective environmental performance results need
human resource practices that support the whole
execution and preservation of environmental
management systems in the organisations. The
extant literature in the HR field on the topic of
sustainability suggests that more and more HR
executives are keen to modulate their corporation
as such to become exclusive environmental
champions.
Various contemporary scholars have augmented the
understanding and studies on Green HRM in recent
years (Berrone & Gomez-Mejia, 2009). Green HRM
depends on the unique and identifiable patterns of
green decisions and behaviors of HR managers
(Jackson, Renwick, Jabbour, & Muller-Camen, 2011).
The incorporation of environmental objectives and
strategies into the overall strategic development
goals of a company helps in arriving at an effective
EMS (Haden et al., 2009). There are various
researchers who support the HRM practices to be
effective for promotion of human capital and results
in providing to contributors of organizational
performance and competitive advantage (Boselie,
Paauwe, & Jansen, 2001).
Cherian and Jacob (2012) published a
comprehensive list in respect of studies on Green
HRM. Based on their reviewed studies, very recent
studies done in 2010 and 2012 are given in Table 1.

Table 1: Summary of Very recent research studies on Green HRM
Author

HRM Functions

Objective

Data Type

Findings

Sarkaris et al.,
(2010)

Training and
development

Impact of stakeholder
pressure on environmental
management principles

Primary-Survey Employees presented with better training have better
approach
perception of environmental management systems.

Jabbar et al.,
(2010)

Training,
recruitment, and
rewards

Impact of HRM on
Environmental
Management System

Primary-Case
study

Teixeira et al.,
(2012)

Training and
development

Impact of green HRM
practices on teamwork,
organizational culture

Primary-Case
study

Grolleau et
al., (2012)

Recruitment

Impact of environmental
principles on recruitment

Jabbar et al.,
(2012)

Employee
empowerment,
rewards and
recognition, and
feedback

Impact of HRM and
Primary-Survey Human dimension impacts organizational
environmental
performance as well as mediates environmental
management system implementation.
management on
organizational performance
of the company

Daily et al.,
(2012)

Training and
development

Impact of training and
development related to
environmental
management on
performance of employees

Ji et al.,
(2011)

Employee Training Employee training influence Primary-Survey This study predicts both direct and moderating
on firm's performance in
approach
effects of employee training on the firm's
sustainable development
(Empirical Study) performance in sustainable development.

Source: Cherian and Jacob (2012).
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Human dimensions impact
Implementation of Green management principles.

Employees with better training are vital to promote a
good environmental management system in any
organization and build an effective organizational
Culture.
Primary-Survey Professionals were concerned with the
environmental stance of a company.

Primary-Survey All other facets of HRM related to implementation of
Green management principles are directly associated
with good training.

2.1 Basic Findings of the Literature Review
Based on the analysis of contemporary studies of
Green HRM, we can highlight the following key
findings regarding green HRM.
i.

Green human resource management (green
HRM) refers to a set of HRM practices that
organizations adopt to improve employee
workplace green performance.

ii.

Perceived organizational support (POS)
moderates the effect of perceived green
HRM on organizational identification.

iii.

Effective engagement in green initiatives has
become an organizational obligation and an
important source of organizational
competitive advantage.

iv.

Green HRM practices consider candidate's
green values during the recruitment and
selection process.

v.

Green HRM helps to develop employee green
skills and awareness, and motivates
employees to participate in an important
aspect of CSR.

vi.

Green HRM is an important organizational
tool used to implement green initiatives.

vii.

Organizational objectives of adopting green
HRM (e.g., green behaviors and reducing
waste) is different from that of other HRM
practices such as focusing on employee
development and well-being, or cost
reductions and productivity improvements.

viii.

There is a relationship between perceived
green HRM and employee green behavior.

ix.

Green HRM may result in an increase in green
employee workplace performance through
transactional social and psychological
processes such as skills enhancement, and
providing opportunities to engage in green
initiatives.

x.

xi.

xii.

engaged employees helping organization to operate
in an environment friendly and sustainable
manner.
xiv. Green HRM is a process consisting of several
interrelated activities.
xv.

Green HRM requires teamwork and crossfunctional teams to successfully manage the
environmental issues of the company.

xvi. In order to carry out green management,
employee must be inspired, empowered and
environmentally aware of greening to be
successful.
xvii. To effectively implement green management
initiatives and fostering environmental
innovations, corporations require a high level
of technical and management skills.
xviii. There are a wide range of factors which
influences the adoption of an environmental
strategy by a company including financial
performance, stakeholder pressure, and
corporate image emerging to be the most
important reasons.
xix. A critical green human resource requirement
is green behavior.
xx.

Different Green HRM practices can develop
willingness, inspiration and commitment to
employees to contribute their efforts, ideas
to the greening of their organization.

2.2 Questions to identify green employees
In addition to the above findings of literature
review, we can set the following questions to
identify a green employee in an organization.
✓

Is there a positive behavioral change in the
employee?

✓

Does the employee show favorable attitude
towards greening?

✓

Green HRM may also result in changes to
employee work performance that goes
beyond green behavior.

Is the employees is self-enthusiastic, inspired
and empowered?

✓

Perceived green HRM influences employee
non-green workplace attitudes and
behaviors.

Does the employee use natural water rather
than refrigerated water for drinking? This will
reduce electricity consumption.

✓

Does the employee use both sides of the
paper when writing or printing or photocopying? This will reduce electricity and save
trees.

✓

Does the employee come to work by walking
or bus/train? This will reduce fuel
consumption and air pollution) whenever
possible.

Employees with better training are vital to
promote a good environmental management
system in any organization and build an
effective organizational Culture.

xiii. Environment friendly HR processes gives
better efficiency, minimized costs and manage
to develop and nurture an environment of
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✓

Does the employee shut down computer
when not working instead of hibernating it?
This will reduce electricity and air pollution).

✓

Does he/she Use natural light when working?
This will reduce electricity.

✓

Does he/she put plants in the working
cubicles to absorb pollution?

✓

Does the employee bring his or her own
mugs and dishes?

✓

Does he/she buy organic food for parties?

✓

Does he/she work with a minimum number
of bulbs which are on?

✓

Does he/she re-use many items at the office
such as jugs, cans, bottles, bags, etc rather
than throwing them away?

✓

Does he/she report to a relevant officer
regarding damages, possible harm etc. to the
environment whenever noticed?

✓

Does the employee switch off the airconditioners before the ending time of daily
work?

✓

Does the employee stimulate others to
become green?

✓

Does he/she answer questions asked by
others about green positively?

✓

Does he/she teach others about how to
become green?

✓

✓

Does he/she like to be included in a crossfunctional team for managing environmental
issues?
Does
he/she
environmental,
experience?

have
social,

complementary
and business

3. Green HRM Practices
3.1 Meaning of 'Green HRM'
Green HRM is referred to all the activities involved
in development, implementation and on-going
maintenance of a system that aims at making
employees of an organization green i.e.
environment-friendly (Mehta and Chugan, 2015). It
is the side of HRM that is concerned with
transforming normal employees into green i.e.
environment-friendly employees so as to achieve
environmental goals of the organization and finally
to make a significant contribution to environmental
sustainability. Deshwal (2015) stated that Green
Human Resources Management (Green HRM) is
the use of HRM policies to support the sustainable
use of resources within organizations (Deshwal,
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2015). Lado and Wilson (2014) defined the HRM
system as "a set of distinct but interrelated
activities, functions, and process that are directed
at attracting, developing, and maintaining (or
disposing of) a firm's human resources."

3.2 Functions of Green HRM
Green HR can adopt various green processes and
practices in different HR functions like acquisition
of human capital, their induction, training,
performance
management
and
reward
management which will have a bearing on the
overall carbon footprint of a company [Prasad,
2013]. There are functions of HRM which are
generally considered as traditional and there can
be a variety of green practices under each
function. The following section presents summaries
of the existing and certain new green HRM
practices under each function of green HRM.
Recruitment
& Selection
Personal
Administration

HR
Planning

GREEN

HRM

Training &
Development
Performance
& Reward

Labor
Relation

Succession &
Career Planning
Talent
Management

Figure 1: Process of Green HRM
Source: Deshwal, P. (2015)

3.2.1 Green HR Planning
Green HR practices start with the adoption of
Green HR planning. At present, some companies
engage in forecasting number of employees and
types of employees, needed to implement
corporate environmental management initiatives/
programs/activities (e.g. ISO 14001, cleaner
production, responsible care etc.).
In general, job descriptions can be used to specify a
number of environmental protection related task,
duties and responsibilities (Wehrmeyer, 1996;
Renwick et al, 2013). Job descriptions and person
(job) specifications may include environmental,
social, personal, and technical requirements of the
organizations as far as possible.
3.2.2 Green Recruitment
In the race of attracting most creative and
innovative employees, increasing recruiting
potential and hiring quality staffs are very crucial
challenges in the war of talent (Renwick et al.,
2013). Companies must also know the effective

way to attract new talent (Stringer, 2009). The
corporate environmental culture of a company
should be integrated with the recruitment
process. Green recruitment is the process of
recruiting new talent who are aware of
sustainable process, environmental system and
familiar with the words of conservation and
sustainable environment. Green recruitment
makes it sure that new talents are familiar with
the green practices and environmental system
that will support the effective environmental
management
within
the
organization
(Wehrmeyer, 1996). Online recruitment system is
a part of Green Recruitment which reduces the
carbon footprint.

3.2.5 Green Performance Appraisal

3.2.3 Green Induction

3.2.6 Green Learning and Development

After selecting the candidates for the posts, the
companies should provide necessary basic
information about the corporate environmental
management policy, system and practices. In some
instances, certain organizations do specific green
induction as well to their new recruits. They
induct new employees about environmental
orientation programs specific to their jobs. In
general, these two green induction practices are
important for any organization nowadays.
Employee orientation programmes should be
designed in such a way as to facilitate the
integration of new employees into a culture of
green consciousness.
3.2.4 Green Training and Development
HR can effectively nurture a green workforce
through an environmental stewardship program.
Human resource management in its employee
training and development programs should lay
emphasis on the social equity and significant
reduction of environmental risks and ecological
scarcities. Training and development programmes
developed for employees at all levels should
touch upon social and environmental aspects.
Green training and development consist of
employee working methods that reduce waste,
proper utilization of resources, conservation of
energy and reduces the causes of environmental
degradation. It provides opportunity to engage
employees in environmental problem solving
(Zoogah, 2011).
Similarly Daily et al. (2007) conducted a survey
among 437 employees and the result of the
survey shows that the formation of effective
green management system was directly
dependent on environmental training.
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Using performance management (PM) in
environmental management (EM) presents the
challenges of how to measure environmental
performance standards across different units of
the firm, and gaining useful data on the
environmental performance of managers.
Integration of environmental management into
performance management system improves the
quality and value of environmental performances
(e.g. Jackson et al., 2011; Renwick et al., 2013).
Mandip (2012) identified that effective way of
successful implementation of Green performance
management is the linkage between performance
management and green job description.

Training, development and learning plans should
include programmes, workshops and sessions to
enable employees to develop and acquire
knowledge in environment management, green
skills and attitude. Job rotation in green
assignments should become an essential part of
career development plans of talented green
managers of the future.
Training contents should be developed to
increase employee competencies and knowledge
in Environment Management. Extensive use
should be made of online and web-based training
modules and interactive media as training tools
for not only for environment management
training but also for other functional areas.
Environment- related aspects of safety, energy
efficiency, waste management and recycling can
become the focal points of green training. Training
managers should rely more on online course
material and case studies rather than on printed
handouts, thus further reducing use of paper.
3.2.7 Green Compensation and Reward
Management
Compensation mechanism can be leveraged to
drive employees to change their behavior
towards green performance (Mehta and Chugan,
2015). Compensation and reward management
should recognize contributions in green
management. Compensation packages should be
customized to reward green skills acquisition and
achievements by employees (Deshwal, 2015).
Monetary- based, non monetary based and
recognition- based rewards can be used for green
achievements of employees. Monetary-based
rewards for contributions in environment
management can be allocated in the forms of

salary increase, cash incentives and bonuses while
non-monetary rewards may include sabbaticals,
special leave and gifts to employees and their family
members. Recognition-based awards can highlight
green contributions of employees through wide
publicity and public praise and appreciation of
green efforts by CEO or top management
executives.
3.2.8 Green Employee Relations
Involving employees in EM has been reported as
improving EM systems such as efficient resource
usage (Florida & Davison, 2001); reducing waste
(May & Flannery, 1995); and reducing pollution
from workplaces (Sarkis et al, 2010). Several
workers in their study concluded that individual
empowerment positively influences productivity
and performance, and facilitates self-control,
individual thinking, and problem-solving skills
(Renwick, 2013). An important way in which
employee involvement and participation can be
encouraged within the organization is to seek
entrepreneurs within the company who are
socially or ecologically oriented known as ecoentrepreneurs (Mandip, 2012, p. 246).

3.3 Factors affecting Green HRM
Green HRM is concerned with transforming
normal employees into green i.e. environmentfriendly employees so as to achieve environmental
goals of the organization and finally to make a
significant contribution to environmental
sustainability. The researchers are very much
interested to identify the factors associated with
the successful implementation of Green HR
strategies and eventually identified the following
factors that are related to Green HRM strategies
implementation in the organization.
(i) Clear and distinct HR policies
HR policies are continuing guidelines on how
people should be managed in the organization.
They define the philosophies and values of the
organization on how people should be treated.
(ii) Top Management Commitment
Top management's role in achieving a greater level
of environmental performance is evidenced, among
other aspects, by giving autonomy to the personnel
to come up with creative solutions to the
problems posed, to develop environmental
awareness, and to implement their knowledge in
this field.
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(iii) Teamwork
Environmental performance requires individual and
group involvement. Likewise, Barney and Wright
(Barney & Wright, 2014) highlight the fact that a
sustainable competitive advantage emerges more
from teams than from individuals, so that the
importance of employee involvement is basically
manifested through the empowerment and
teamwork.
(iv) Empowerment
Empowerment among employees and their
willingness to make suggestions are critical factors
for successful continuous environmental impact
and effective Environment Management System. In
order to promote employee involvement
management's conscious effort where employees
feel free to make suggestions and are encouraged
to improve themselves.
(v) Management Behavior
Management behaviour will ultimately serve as a
model for the rest of the organization. It is
important how the employees are being treated by
their supervisors.
(vi) Merit Systems
Merit systems must reflect the significance of
integration of environmental excellence into
marketing, design, operations and service, and
signify that all employees have significant
responsibility for environmental quality. This can
help create an instinctive environmental
orientation in the organization (Klassen &
McLaughlin, 1993).

3.4 Challenges of Green HRM
Human resources play very important role in
managing employee from entry to exit. Now the
corporate are focusing on greening the business, so
the Human resource department has the
additional responsibility of 'go green' along with
HR policies. HR policies are continuing guidelines
on how people should be managed in the
organization. They define the philosophies and
values of the organization on how people should
be treated. An HR policy provides generalized
guidance on how HR issues should be dealt with.
Deshwal (2015) highlighted
challenges of Green HRM .
●

the

following

It is difficult to alter the behaviour of
employees in a short span of time.

●

Not every employee is equally motivated to
participate in the promotion of Green
HRM practices in the organization.

●

Developing the culture of Green HRM in
entire organization is a cumbersome and
lingering process.

●

It requires high investment at initial stage
and comparatively slow rate of return.

●

Sourcing and recruitment of green
employees with quality talents is a
challenging task.

●

It is difficult to measure the effectiveness of
green HR practices in employees'
behaviour.
HR professionals faced problems of being
expected to provide the essential green
structures, green processes, green tools,
and green thinking to make the best
selection and develop the future green
leaders of the organization.

●

3.5 Social Implications
Previous researches have shown a constructive
relationship between environment, HRM and
firm. There are a number of reasons for
companies to adopt Green HRM practices within
the organization that will not only benefit for the
organization but also give advantages to the most
important asset or part of any organization that
can never be ignored i.e. employees. Green HRM
practices improve employee morale and this may
help to save environment and that will be
beneficial for both the company and the
employee.
Some of the benefits associated with this
adoption include improvements related to firms
operational performance (Jackson et al., 2011),
promotion of teamwork (Jabbar et al., 2010),
improvements in organizational culture (Jabbar et
al., 2010) and reduction on overall cost (Hart,
1997). It is identified that the management of
environmental systems will enable improvements
in synchronization with other management
strategies of the firm.
From the above discussion it is identified that
researchers give importance to adoption of
environmental practices as a key objective of
organizational functioning to support human
resource management practices.

4. Conclusion
There is an inherent capacity of HRM functions
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in greening employees and organizational
operations. From job design function to
employee relations, HRM has gigantic potential in
greening organization and its operations. The key
challenge in front of HR professionals is to
understand the scope and depth of green HRM
in transforming their organizations as green
entities. This effort ultimately leads to better
environmental performance of the organization.
Green HRM is a new phenomenon in the field of
HRM. It creates some new challenges for HR
professionals. The study tried to explore the
concepts, importance, processes, requirements
and challenges of Green HRM based on the
analysis of existing literature. The study found
that
Green HR can adopt various green processes
and practices in different HR functions like HR
planning, acquisition of human capital, their
induction, training, performance management,
reward management and better industrial
relations which will have a bearing on the overall
achievement of the organization's goals.
It was found that distinct HR policies, top
management
commitment,
teamwork,
empowerment, positive management behavior
and transparent merit systems are associated
with the successful implementation of Green HR
strategies. HR professionals face a number of
challenges regarding Green HRM. However, it is
clear from the study that the HR Professionals
must address the environmental needs in crafting
HR strategies and implementing the HR policies
and practices in alignment with environment
management. This study is supposed to help the
researcher to identify the areas of Green HRM
that are yet to be researched.

5. Scope for Further Research
Green HRM is relatively a new field of study and
it is at the infant stage. Majority of the studies
basically involve with the theoretical
developments and assumptions. Still there is a
lack of comprehensive framework of green HRM.
Indeed, there are many gaps to be filled in
respect of green HRM. Such gaps include an
informative guide on the emergent literature, its
scope and coverage, and a process model and
research agenda in this field. Theoretical and
empirical studies are needed to enhance the
body of knowledge of Green HRM. The
interested contributors/researchers can do
extensive quantitative and/or qualitative research
on Green HRM.
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CMAs as

Entrepreneur World

This section focuses on reflections
from CMAs of ICMAB working in
global Conglomerates and started
their journey as Entrepreneur, how
they
have
been
preparing
themselves to survive in the
challenging situation and facing
competition and uncertainty.

INTERVIEW WITH
Mr. Mahbub Hossain Mazumdar FCMA

Mr. Mahbub Hossain Mazumdar FCMA started off his career as a Manager in
Accounts and Finance in Towel-Tex limited in 1995. Later he joined in Grameen
Software & Grameen IT Park as a CFO and Company Secretary in 1999. After that he
stepped in renowned Bata Shoe Company as Controlling Manager (Finance &
Admin) in 2003. In 2005 he joined at Southeast University as Controller (In the Rank
of Associate Professor). He was there for around five years and now he is fully busy
in his business. Earlier Mr. Mahbub Hossain Mazumdar FCMA completed his Master
in Accounting from University of Dhaka in 1990 and later completed CMA from
ICMAB in 1996.

1. What made you choose business rather than
having a career in Accounting and Finance?

2. What are the key challenges you faced and
have been facing while running the business?

I love and passionate enough about CMA
profession that enriched me in Accounting, Finance
and Business as well. The knowledge I acquired
from CMA helps me to apply myself in broad scope
and work independently. Moreover, through
business I can provide greater service to my
community and society as well.

Well, starting off new business is not easy. There
are many internal and external challenges we had
to face off. I particularly feel that there is stiff and
lengthy bureaucracy. Our bureaucracy is not
conducive to starting off business rather it
dillies-dally the process. This bureaucracy
sometimes spoils the spirit of the business.
Government is trying to solve this bureaucratic
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problem. However, it is still an obstacle for doing
business in our country. Another challenge is
dedicated manpower. Having over populated
country Bangladesh has skilled manpower. I
personally feel that thereis skilled workforce in
our country. Nonetheless, they are not dedicated
to their job and there is lacking of teamwork
mindset. It is very crucial, for any business, to have
a dedicated manpower for the business.
3. What is your vision?
Bangladesh is agro-based country. It is
comparatively tough to have heavy industry to
start off. May be in the long run it is possible. In
the advancement of high-tech, as it is said that
high-tech will rule the world, I feel we can do a lot
in this area. We have an IT based software
company, which is doing good and we are getting
huge response. And there is good prospect for
agro-based industry since we don't have
infrastructure for heavy industry.
4. What was your mission at the inception of
the business?
At the very beginning I tried to focus on having
the mindset of an entrepreneur rather than the
mindset of professional accountant. Risk always
demotivated me at the beginning. Nevertheless I
tried to emphasize on return more than risk to
change my mindset to be an entrepreneur
because risk is involved for anything you start. So
at the very beginning it was important to make
me get ready.
5. Do you think CMA as a profession can play
vital role in creating entrepreneur in
Bangladesh? What are your recommendations
to expedite the process?
Comparatively other profession, I think, CMA
professional has good potential to be
entrepreneur because CMA is management based
accounting focusing on future and in their
education curriculum CMA students went
through production, business activities much more
than other profession. What important for the
CMA students is to get them ready at initial stage
to have a mindset as an entrepreneur and
consider the organization of his own. As far as
internship is concerned, I personally feel, there
should be more emphasis on it and 3-month
duration for internship is not good enough for
CMA students. It may be extended to one year so
that CMA students can be groomed up and better
shaped.
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6. What is leadership meant to you?
As for leadership I believe it should be
participating that I follow. There is no point to
think that the decision I make is always correct. I
cannot be absolutely correct always. So what
important is to take all the ideas to compare and
take the best decision. Moreover, I think leader
has to take the responsibility.
7. How technology will impact our business
and what you advice for our future
entrepreneur?
Nowadays we cannot think of a day without the
blessing of technology. Technology eases the
business process and speed up the business as
well. Whatever we do, for instance, business
analysis, MIS, enterprise resources planning and so
on, we are deeply in touch with technology.
Hence, we need to adapt and be compatible with
technology as soon as possible and in future we
should think about high-tech business.
8. What do you look for in an employee?
It is an important attribute in an employee that
s/he is active, dedicated and whole hearted to his
job. There might have lack of skill, high education
in an employee but if s/he is dedicated to his job,
he will surely overcome his/her short coming.
9. What are the business areas you are
focusing on?
We are involved in a few businesses. We are
involved in capital market, alternative
investmentand agro-based business. We have also
an IT Based company. Apart from that we now
turn up with an E-commerce business.
10.The key to your success?
I tried to relate all our business with one another
and most importantly passion, dedication, hard
work for the business.
11. If you had one piece of advice for
someone just starting off business, what it
would be?
I personally feel that one needs to think the
business as worship and wholehearted dedication
for it. We need to understand the taste, culture,
environment and geography of our business.
[Interviewed by Md. Saifur Rahman,
Associate Editor, THE COST & MANAGEMENT.]

3M
SIMPLICITY

– a highway to
professional success
Abdul Alim Munshi, M.Com, MBA, FCMA

“I do not know whether I am a good trainer but I
assure you I am a good salesman; I have sold
anything and I can share what goes on my mind
and how I do it. - undisclosed”
“I am not a genius but I know I can solve any
problem related to IAS/IFRS, I know what value I
can add and how you can do the same undisclosed”
“You see that building, everyone knows me and
loves me, and do you want to know what I do? I do
only one thing; I make their day with appreciation”
The above two statements talk about mastery.
Mastery is having unique and comprehensive skills
to deal with uncertainty in a specific area, it is
something that can stand tall so other small things
get ignored, and it is the powerhouse.
3M Simplicity is a way to be significant in a relevant
landscape. It is about creating meaningful mastery
in a mesh (connected world). We need to combine
three things together, mastery, meaning and
connection of people, idea, concept or products,
that’s the way to success.
As a professional we must acknowledge that we
have mastered problem solving and decision
making skills now time has come to add meaning
and connect it with some other things.

Why Mastery?
Mastery is about doing things with art and
excellence in whatever we do. Mastery touches
upon “what” and “how” part of the matrix of our
life. Mastery provides us certainty in a VUCA
world; mastery keeps us powerful and profitable.
So, how to be a master? In your professional are
select one area that you love to do and you have
the talent to perform well and it has a value and
scarcity in the market. Then deep dive in it, spend
10,000 hours as many scholars mentioned. Read

44 THE COST AND MANAGEMENT

ISSN 1817-5090,VOLUME-45, NUMBER-2, MARCH-APRIL 2017

books, articles, research whatever available. Solve
problems, help others no matter you are paid or
not, help others show your commitment to the
idea. Give talks, teach and develop a group of
followers. If you do all these you are a master and
it doesn’t matter what grade you got in your exam.

What is meaning?
What we do must bring meaning to make us
significant in our life. It is something larger than our
life. Meaning clarifies our “why” and it connects us
with our life purpose. Meaning is a multiplier when
you create it you go beyond your imagination and
you start beating your dreams. In time of your dry
days meaning will keep you motivated and
everyone needs motivation. Meaning is a powerful
marketer also; it shows on your face when you give
something back. How do you know something is
meaningful? It will boost you happy chemicals when
you are in action, catch yourself feel it and enjoy it.

Mesh?
Like our landscape our interactions are changing,
our touch points are expanding. Mesh defines and
clarifies where we will operate and it ensures
growth by sharing and caring. Mesh is about
connecting the dots, connecting people and ideas
together. You have one specialization and you
connect with another you make a masterpiece.
When an accountant adds his MS excel skill it gives
them wings, when they add project management
skill it makes them unique and when they know a
bit of marketing it makes them unstoppable.
So you want a simple formula to succeed as a
professional?

Develop mastery, meaning in a
(mesh) connected world.
(This article has been customized for professional
accountants and it works for everyone).

Update on

IFRS, IAS, IFRIC and SIC

for Professional Accountants
The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue,
Md.Monowar Hossain, FCMA, FCA, CPFA(UK),FCS, FCPA, former 'Consultant, ED,
(Office of the Chief Accountant)'of BSEC, former GM,(ICC) of Rupali Bank Ltd., former
Head of CGFRC, DSE, former Head of Finance & Company Secretary, Brummer &
Partners AB, former Financial Management Consultant of ISS, Netherlands, has taken
the responsibility to give a reflection of 'Annual Improvement to IFRSs, Financial
Instrument, the main Features of Financial Instruments, Scope of the IFRS-9
Assets and Liabilities, etc', who has been working with Agrani Bank Limited, a state
owned commercial Bank having 936 branch networking with 14,000 employees, as GM,
Head of Audit & Head of Internal Control and Compliance (ICC).

Annual Improvements to IFRSs
The IASB has published 'Annual Improvements to IFRSs 2014-2016 Cycle' which addresses nonurgent (but necessary) minor amendments to 3 (three) Standards.
It is a collection of amendments to IFRS sresulting from issues that were discussed by the IASB during the
project cycle for making annual improvements that began in 2014 and which were included in an Exposure
Draft published in November 2015. The IASB uses the Annual Improvements process to make necessary,
but non-urgent, amendments to IFRSs that will not be included as part of any other project. By presenting
the amendments in a single document rather than as a series of piecemeal changes, the IASB aims to ease
the burden of change for all concerned.
A summary of the issues addressed is set out below:
Summary of issues addressed
(1) Standard affected : IFRS-1: 'First time Adoption of International Financial Reporting Standards'
Subject : Deletion of short-term exemptions for first time adopters
Summary of amendment : A number of short-term exemptions have been deleted because the reliefs
provided are no longer available or because they were relevant for
reporting periods that have now passed.
The amendments are effective for annual periods beginning on or after 1st
January 2018.
(2) Standard affected : IFRS-12: 'Disclosure of Interests in Other Entities'
Subject : Clarification of the scope of the Standard
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Summary of amendment : Clarifies the scope of IFRS-12 by specifying that its disclosure requirements
(except for those in IFRS-12.B17) apply to an entity's interests irrespective
of whether they are classified (or included in a disposal group that is
classified) as held for sale or as discontinued operations in accordance with
IFRS-5: 'Non? current Assets Held for Sale and Discontinued Operations'.
The amendments are to be applied retrospectively in accordance with IAS8: 'Accounting Policies,Changes in Accounting Estimates and Errors' for
annual periods beginning on or after 1st January 2017.
(3)Standard affected : IAS-28 :'Investments in Associates and Joint Ventures'
Subject : Measuring anassociate or a joint venture at fair value
Summary of amendment : Clarifies that a qualifying entity is able to choose between applying the
equity method or measuring an investment in an associate or joint venture
at fair value through profit or loss, separately for each associate or joint
venture at initial recognition of the associate or joint venture.
Similar clarifications have been made for a reporting entity that is not an
investment entity and that has an associate or a joint venture that is an
investment entity. IAS-28 permits such a reporting entity the choice to
retain the fair value measurements used by that investment entity associate
or joint venture when applying the equity method. The amendments clarify
that this choice is also made separately for each investment in an associate
or joint venture that is an investment entity, at the later of the date on
which:
1) the investment entity associate or joint venture is initially recognised
2) the associate or joint venture becomes an investment entity and
3) the investment entity associate or joint venture first becomes a parent.
The amendments are to be applied retrospectively in accordance with IAS8 for annual periods beginning on or after 1st January 2018, however early
application is permitted.

Transfers of Investment Property
The IASB has published 'Transfers of Investment Property (Amendments to IAS-40)' which clarifies
that transfers to, or from, investment property are required when, and only when, there is a change
in use of property supported by evidence.
The amendments
In addition to clarifying the principle above, the amendments also re-characterise the list of circumstances
previously contained in IAS-40: 'Investment Property'. This list was previously characterised as a definitive
list of circumstances where it would be considered that there has been a change in use of a property. The
amendments reposition the list as anon-exhaustive list of examples of evidence that a change inuse has
occurred.
The IASB has also clarified that a change in management's intent, by itself, does not provide sufficient
evidence that a change in use has occurred. Evidence of achange in use must be observable.
Effective date and transition
The amendments are effective for accounting periods on orafter 1st January 2018, however early
application is permitted.
The amendments contain transitional provisions, the default being prospective application; however,
retrospective application is permitted, provided that it is possible without the use of hindsight.
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New annual improvement sproposals published
The IASB has published an Exposure Draft (ED) 'Annual Improvements to IFRS
Standards 2015 -2017 Cycle', which proposes minor amendments to three Standards.
The proposals are the latest under the IASB's annual improvements project, a process for making nonurgent, but necessary, minor amendments to IFRSs. The proposals, which reflect issues discussed by the
IASB in a project cycle that began in 2015, they are:
1. IAS-12 : 'Income Taxes'
Issue : Income tax consequences of payments on financial instruments classified as equity
2. IAS-23 : 'Borrowing Costs'
Issue : Borrowing costs eligible for capitalization
3. IAS-28 : 'Investments in Associates and Joint Ventures'
Issue : Long-term interests in an associate or joint venture

What the financial instruments are ?
Financial instrument
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity. (IAS 32 par.11)
Unlike other assets or liabilities, financial instruments arise from the Contract.

The equity instrument is the investment in another entity, so entity's own shares are excluded, as well as
the interests in the reporting entity's joint venture or subsidiary.Therefore, the financial instrument is a
bridging tool between the assets or rights on one side, and liabilities or equity instruments of another
entity on the other side.
Financial asset
Financial assets are:
✓ Cash,
✓ Equity instruments of another entity (e.g. shares),
✓ Contractual right
o To receive cash or another financial asset of another entity (e.g. trade receivable);
o To exchange financial assets or financial liabilities with another entities under potentially
favorable conditions (e.g. foreign currency forward contract with positive outcome derivative asset)
✓ Contract settled with variable amount of own equity instruments (very simplified). If this would
be settled with fixed amount of own equity instruments, then it would have been an equity
instrument, not a financial asset.
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The contractual rights to receive an asset other than cash or a financial asset of another entity is not in
market prices between the date of the contract and the time of delivery). If you intend to take physical
delivery, then it's NOT a financial instrument (if you have no history of similar contracts settling in cash).
It's a regular trading contract, because you will NOT receive a cash or a financial asset of another entity.
But, if you intend to settle in cash, then here we go, it's a financial instrument and you need to recognize a
derivative from the day 1.

Financial liability
Financial liability is:
●

A contractual obligation
o To deliver cash or another financial asset to another entity (e.g. loan taken, ,trade payable), or
o To exchange financial assets or financial liabilities other than the entity's own equity under
potentially unfavorable conditions.

●

Contract settled with variable amount of own equity instruments (very simplified). If this would be
settled with fixed amount of own equity instruments, then it would have been an equity instrument,
not a financial liability.

Why variable amount, not fixed?
Why is the fixed amount of own equity instruments excluded when defining the financial assets and
liabilities? It is probably because the nature of such transactions is very close to equity issuance or
repurchase.
Example - liability or equity?
FYR plc writes 2 options to deliver its own shares:
1. The first option is to deliver its own shares for total value of $1,000;
2. The second option is to deliver 100 pieces of its own shares.
Which one is an equity?
Option number 2 is equity, because it will deliver fixed amount of its own shares.
Under option number 1, its deliver variable amount, because precise amount will depend on the market
price of its shares at the time of delivery ($1,000 divided by the unit price). Therefore, it's a financial
liability.
What are the main Features of Financial Instruments
According to the characteristics of risks and rewards associated with the financial instruments, there are
three types:
1. Derivatives,
2. Equities (e.g. shares) and
3. Debt instruments (including receivables).
In addition to the three basic instruments, there are hybrid or compound financial instruments with more
complicated features.
The following matrix depicts the main features of the financial instruments in three dimensions:
a) How to define the Rights and Obligations,
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b) Who recognizes Assets or Liabilities for each category of the financial instruments, and
c) Various subtypes available for the category.
Category

Derivative

Equity

Rights Obligations Market to Market Solvency / Residual
Asset Liability
Sub Types

Debt
Definite

Gain / Loss

Holder

Receiver / Payer

Future Option /
Swap Forward

Share

Loan
Bond Receivable

Derivatives
Derivatives are the contracts with negligible or zero initial net value and subsequent fair value changes
depending on the mark to market value of the underlying assets. Derivatives can be either asset or liability
depending on whether there is a mark to market gain or loss from the contract. In addition, the future
settlement of derivatives is normally in cash or other types of financial assets, instead of physical delivery.
Forward, futures, swaps and options are four basic types of the derivatives. Moreover, there are advanced
or exotic derivatives.

Equity instruments
Equity represents both the residual rights of the holders and the issuers' limited obligation to stakeholders
after total assets deducting total liabilities during solvency. However, the residual rights and limited
obligations are applicable only during the issuers' solvency, which means the issuer of ordinary shares has
no obligation to pay the holder in daily operations.
As per previous discussion, only the equity holder needs to book it under the IFRS-9 as the financial assets,
while the equity on the issuer's side is out of scope of IFRS-9.

Debt instruments
Debt instruments are the contractual rights and obligations with defined terms for amount and timing to
pay. It must be reminded that the receiver of the debt contract, or the rights owner should book the debt
as assets; while the payer of debt contract should book the debt as liabilities. Unlike the equity where the
payment by the issuer is only be expected during the solvency, the debt must be paid when due as
prescribed by the debt contracts. Normally the debts are in the form of deposits, loan, bonds, payables and
receivables.
According to IFRS-9, the debts should be further split into Solely Payments of Principal & Interest (SPPI)
and Non-SPPI, where the interest of the former is mainly based on time value, credit risk and liquidity risk.

Scope of the IFRS-9 Assets and Liabilities
A few items that are NOT within the scope of IFRS-9 and we should apply some other standard to these
items:
●

Contract to deliver physical goods or services that is not settled by cash, cash equivalent, and
financial instruments (above example).

●

Constructive obligations such as deferred income, warranty, or impairment provision; and statutory
obligations such as tax payables; which are all not contractual.

●

Special items with its own standards, such as insurance contracts under IFRS-4, finance lease under
IAS-17, share-based payment under IFRS-2, contract assets under IFRS-15, and contingent events and
provisions under IAS-37.

●

Certain loan commitments and finance guarantees that is not booked at the FVPL. However, potential
credit losses are subject to the ECL model like the finance lease.
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Finally, we would like to stress that even if the above items are NOT within the scope of IFRS-9, this
standard can still have some impact on their accounting.
For example, you should account for leases under IAS-17 / IFRS-16, but any potential impairment of the
net investment in the lease in the lessor's accounts is still subject to the IFRS-9 expected credit loss model.

Companies in about 120
countries worldwide use and
support IFRS, so the impact of
regulatory changes under
updated IFRS should
understand by the professional
accountants. Because the
objective of general purpose
financial reporting is to provide
financial information about the
reporting entity that is useful to
existing and potential investors,
lenders, creditors and other
stakeholders in making
decisions about providing
resources to the entity through
understand how recent
changes to accounting
standards may impact company
analysis, stay up-to-date on
changes that are in the pipeline,
especially those that will
impact financial statements.
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Conclusion
It is true that, IFRS are continually changing.
The above technical update is designed to
help ensure that finance teams are aware of
those changes, allowing them to consider the
impact that they may have on their company.
Gain confidence with an update knowledge of
IFRS, to help respond to the ever increasing
complexity and changes in the financial
reporting
environment,
professional
accountants have to be developed him/herself
as a specialist in IFRS - to support and
achieve the organizational achievable positive
goals. Companies in about 120 countries
worldwide use and support IFRS, so the
impact of regulatory changes under updated
IFRS should understand by the professional
accountants. Because the objective of general
purpose financial reporting is to provide
financial information about the reporting
entity that is useful to existing and potential
investors, lenders, creditors and other
stakeholders in making decisions about
providing resources to the entity through
understand how recent changes to
accounting standards may impact company
analysis, stay up-to-date on changes that are
in the pipeline, especially those that will
impact financial statements. These would
make it easier for public companies to
compete abroad, raise capital, win global
contracts, and provide financial details, and
that's why we all have to know and
understand the updated knowledge of IFRS.
(Reference: ifrs, ifrsbox, ey, grant-thornton,Mr.
Spark, WANG Jun,etc).

UPDATE ON INCOME TAX
INTERNATIONAL DOUBLE TAXATION
Double taxation means taxing the same income twice, once in the
home country and again in the host country. For example, a
Bangladeshi citizen may have income arose in USA which is once
taxed in USA and again in Bangladesh. International double taxation
refers to the fact that the same transaction, asset or income
source, is simultaneously subject to tax by the authorities of two
countries. This situation can happen, for example, when people are
citizens or residents of two or more countries that tax their
citizens or residents on their worldwide income, or when there
are companies with branches in different countries that tax income
sourced in their states only.
Double taxation may arise in the following two ways:
(i) The jurisdictional connections used by different
countries may overlap with each other. For example, Mr.
David Gray, a resident under the Bangladesh Income Tax
Ordinance, 1984 has to pay tax on his total world income
in UK also as citizen of UK (Residential Jurisdiction).

The Journal is running a
series of updates on
Income Tax issues. In
this issue of THE COST
& MANAGEMENT, Mr.
Kamrul Hoque
Maruf FCMA has taken
the responsibility to
give a reflection of
recent updates on
Income Tax Issues
related to Tax Heaven
and Offshore Banking.
Mr. Maruf is presently
working Office on
Special Duty (Deputy
Secretary) Ministry of
Public Administration.

(ii) The taxpayer or his income may have connections with
more than one country. For example, Mr. Zahid Hossain, a
Bangladeshi citizen, has income from Romania on
investments and dividend income from France in addition
to income from Bangladesh. He has to pay tax on his total
world income in Bangladesh and also on income earned in
Romania and France (Source jurisdiction).
To avoid double taxation Bangladesh has entered into DTAA
(Double Taxation Avoidance Agreement) with many countries. The
major objectives of Bangladesh DTAA are:
(i) To obtain a more effective relief from double taxation
compared to relief allowed under unilateral measures.
(ii) To create a favorable climate for the inflow of FDI in
Bangladesh.
(iii) To make special tax incentives provided by Bangladesh fully
effective for the taxpayers of the capital exporting
countries.
(iv) To prevent tax evasion.
(v) To foster long term, mutually beneficial economic
relationship with others specially the developed countries.
It must be clear that no rules of international law exist to ban

51 THE COST AND MANAGEMENT

ISSN 1817-5090,VOLUME-45, NUMBER-2, MARCH-APRIL 2017

double taxation. Usually a government is widely
concerned about the national activities of nonresidents (source jurisdiction of taxation) and the
activities of its residents in foreign countries
(residence jurisdiction of taxation).
The two main methods to tax income are:
1) Worldwide Principle
2) Source Principle
Worldwide Principle consists of taxing all incomes of
citizens or residents, independently by the territorial
source. Source Principle consists of taxing all
incomes sourced in a specific country requiring only
that the income was realized there.
The source and residence tax jurisdictional
approaches work well when they are applied to only
one country, because taxpayers are not involved in
cross-border activities, or when taxpayers act crossborder transactions, and those transactions happen
in countries that apply the "source principle" to tax
income and those sources are very clear. In the
remaining cases, problems of international double
impositions may occur.
In fact, international double taxation can create
several market distortions because it restricts
international operators from doing business involving
different countries, causing great damage to the
market, and because might cause inequality for
taxpayers who operate in one country and
subsequently pay taxes only one time, while other
taxpayers who do the same work in two or more
countries could pay two or more times.
There are two different kinds of international double
taxation:
- Juridical double taxation (JDT); and
- Economic double taxation (EDT).
1.2 Juridical double taxation (JDT).
Juridical double taxation can be defined as the
imposition of income taxes in two (or more) states
on the same taxpayer with respect to the same
income. Juridical double taxation can arise, for
example, where a resident of one country derives
income from sources in another country, and both
countries' domestic tax legislation would tax that
income. It can also arise where each country
considers the taxpayer to be resident in that country
under domestic tax laws.
Juridical double taxation can arise from three main
conflicts:
-a source-source conflict;
-a residence-residence conflict;
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-a source-residence conflict.
In the case of "a source-source conflict," each
country claims to be a source of the taxpayer's
income, and to tax income using the "source
principle."
As a consequence, the taxpayer must pay tax twice
on the same income.
In the case of "a residence-residence conflict," two
countries assert that, according to their laws, they
are both country of residence of the taxpayer, who is
"a dual resident." Clearly in this case, each country
applies the rule of "worldwide principle" to tax the
income, so the same resident pays tax twice on the
same income.
Finally, in the case of "a source-resident conflict," one
country claims to have the right to tax a taxpayer's
income as a taxpayer's country of residence and
another country claims to have the same right as it is
the country of source.
As a consequence, it is fundamental that some
mechanisms are found in order to avoid that juridical
double taxation might have negative effects on crossborder transactions.
There are three main methods to reach into a
solution in these cases:
1) the exemption method;
2) the foreign tax credit method; and
3) the deduction method.
Under the exemption method there are two
distinguishable ways: the so-called "full exemption"
and "exemption with progression."
With the "full exemption" method, there is complete
separation of a taxpayer's foreign source of income
and domestic source of income for the purposes of
taxation, such that country of residence offers its
residents a tax exemption for foreign source income,
it does not tax foreign sourced income.
The foreign source income is excluded from tax base
and tax calculations of the country of residence.
With this method the taxpayer obtains full relief
from double taxation.
This method is used, for example, in Australia in
relation to gains from specific foreign venture capital
investments.
With the "exemption with progression" method, the
country of residence takes the amount of exempted
income into account when determining the tax to be
imposed on the non-exempt income, meaning that it
considers the foreign income in calculating the tax basis.

This method has a different result to the "full
exemption" method in those countries here there is
a progressive tax rate scale, because in these
countries adding the foreign income to the domestic
income will increase the tax base, and it is possible
that the taxpayer will suffer a higher tax rate. It can
be said that with the "exemption with progression"
method the taxpayer does not obtain total relief
from double taxation. This method is applied, for
example, in the Netherlands.
Under the foreign tax credit method, the
country of residence taxes the foreign income
source as a domestic income source, but it allows
that the domestic taxes of its residents are reduced
by their foreign taxes paid in the foreign country.
With this method the taxpayer can also obtain full
relief from double taxation.
We can distinguish the so-called "full credit" method
and "ordinary credit" method. Under the "full credit"
method, the country of residence allows the use of a
full credit for the entire amount of the taxes paid in
the foreign country by its residents. Under the
"ordinary credit" method, the country of residence
does not allow a full credit of tax paid to a country
of source, but it limits the amount of the foreign tax
credit allowed for the amount of tax that it would
have otherwise obtained on the foreign source
income.
The limit on foreign tax credits imposed by the
"ordinary credit" method is important only when the
domestic tax rate is less than the foreign tax rate. In
fact, when the domestic tax rate is equal to or
greater than the foreign tax rate, under the "ordinary
credit" method it will be a full credit deduction,
identical to the "full credit" method.
Moreover, it should be underlined that under this
method foreign source income derived by residents
of a country is effectively taxed at the higher of the
domestic tax rate or the foreign tax rate, as a
consequence an investor will invest indifferently in
the country of its residence or in the country of
source because the "ordinary credit" method assures
the achievement of the capital export neutrality
policy objective.
Finally, there is the deduction method. Under this
method, the country of residence taxes the foreign
source income in addition to the domestic source
income, but it allows for a deduction from the basis
of income equal to the same amount of the taxes
paid in the foreign country.
Unlike the other methods explained above, this
method fails to give the taxpayer full relief from
double taxation, and therefore it does not totally
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solve the residence-source conflict. In fact, a resident
of a country, that uses the deduction method, is left
to suffer some remnants of double imposition on its
foreign source income. The amount of this double
taxation depends on the marginal tax rates of the
source and residence countries.
In other words, under the tax credit method, the
taxes paid in the country of source are subtracted
from those that the taxpayer must pay in its
residence country; while instead, under the tax
deduction method the taxes paid in the country of
source are subtracted from the tax basis of the
residence country, so the taxpayer will save in its
residence country only an amount of tax equal to
the tax that it should pay on the amount deducted.
If we consider the point of view of the residence
country, the deduction method is the most
convenient, however it does not assure the
achievement of the capital export neutrality policy
objective because taxpayers have an incentive to
reduce foreign taxes and increase their income in
their residence country.
As a consequence, this tax method provides
incentives to invest overseas only if the benefits to
the investor's residence country exceed the benefits
from investing domestically.
Rarely it can happen that the deduction method is
more convenient than the credit method, for
example if in the country of residence there are
some rules that deny the credit for the foreign tax
sources, while they allow for the deduction of the
same taxes paid abroad.
To sum up, the fundamental difference between the
three different methods for eliminating or reducing
the double taxation is that the exemption and the
deduction methods offer relief by way of concerning
income while the credit methods offer relief by way
of concerning tax payable.
Economic double taxation (EDT).
Economic double taxation means the inclusion, by
more than one state's tax administration, of the same
income in the tax base when the income is in the
hands of different taxpayers.
Unlike juridical double taxation, the focus here is on
the taxable object.
Under a tax policy perspective, economic double
taxation distorts commercial decision making and
the optimally efficient allocation of resources.
As a consequence, it forces taxpayers to invest
thinking more about the way that would provide the
best after-tax return, rather than the most

appropriate commercial way to reach the best pretax return.

the corporation is at the end taxed in the hands of
shareholders at their marginal rate.

Transfer pricing cases are the best example of
economic double taxation. For example, a tax
administration adjusts the price charged between
related parties with a resulting tax charged on the
additional income in the hands of one related party,
when tax has already been charged in another
country on that same income when it was in the
hands of the other related party.

The methods to overcome economic double
taxation that have been explained above may have
different effects on domestic and foreign
shareholders when, for example, a foreign
shareholder is subject to a nonresident withholding
tax in the country of source.

There are different methods to eliminate or at least
reduce the effects of economic double taxation:
1) the exemption of income from taxation at the
corporate level;
2) the exemption at the shareholder level;
3) the full integration of corporate profits and
shareholder income; and
4) the full imputation of corporate profits to
shareholders.
Under the method of exemption at the
corporate level, income derived by a company is
exempt from taxation at the corporate level, but it is
subject to tax when it passes through the
shareholder level. It is important to note that the
income is taxed only once, thus avoiding economic
double imposition. This method offers the advantage
that the income is taxed as if it does not derive by
the corporate but goes directly to shareholders.
The method of exemption at the shareholder
level involves taxing the income only at the
corporate level, and so economic double taxation is
avoided once again by exempting from tax in the
shareholder's hands the after-tax profits distributed
by the corporation as a dividend to its shareholders.
Under the method of full integration of
corporate profits and shareholder level, the
corporate income is attributed directly to the
shareholder, so income derived by the company is
taxed only once it is in the hands of the
shareholders. The result is the same that is reached
when the method of the exemption at the corporate
level is applied, but in the case of the method of full
integration there is no difference between the
income derived by the corporation and the income
of the shareholders.
Finally, under the method of full imputation of
corporate profits to shareholders taxation is
imposed on the corporate income at the company
level and is also imposed on the shareholder's share
of the income of corporation, but to avoid double
income taxation the shareholder is given a credit of
the same amount of taxes paid by the corporation.
As a consequence the income originally derived by
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Some mechanisms for resolving this situation need to
be explored. For example, one possibility is that the
country can give an income tax credit to a resident
corporation that will pay a dividend to foreign
shareholders conditional upon the circumstance that
the credit will be used to pay an additional dividend
to the foreign shareholders such as to compensate
the non-resident withholding tax usually imposed on
foreign shareholders.
In fact the withholding tax will be imposed on all
dividends paid to nonresident shareholders, both the
normal dividend and the additional dividend.
In this way the taxes paid by foreign investors are
reduced, and the tax credits allowed in the home
country of the foreign shareholders for the
nonresident withholding tax paid in the source
country are increased.
As a consequence, under this method the capital
import neutrality is reached and the achievement of
the capital export neutrality policy objective is
assured.
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Everyday is a bank account,
and time is our currency. No
one is rich, no one is poor,
we've got 24 hours each.
-Christopher Rice

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 FCMA, CMA (CIMA, UK) has taken the responsibility to
give 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 January 1, 2017 to February 28
2017. Mr. Kirmany is presently working with the VIPB Asset
Management Company Limited as Chief Operating Officer.

Income tax at source will be applicable at the
rate of 5 per cent on interest income from
pensioners' savings certificates if the
cumulative investment balance exceeds Tk
500 thousand, said the National Board of
Revenue. In a clarification issued on March
23, income tax wing of the revenue board
said that AIT deducting authorities including
commercial banks and savings offices under
the National Savings Directorate would have
to deduct the tax while making interest
payment to the investors.
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January 1, 2017 to February 28, 2017
1. The benchmark index of Dhaka Stock Exchange
(DSEX) was up by 10.40% during the period. The
daily turnover was highest on January 24, 2017.
Changes in Indices (from January 1, 2017 to February 28, 2017)

Index
DSEX
DSES
DS30

Open
5,083.89
1,200.53
1,821.89

Close
5,612.70
1,305.64
2,025.83

Point Change
528.80
105.10
203.94

% Change
10.40%
8.75%
11.19%

DSE Performance (from October 2, 2016 to December 29, 2016)
DSEX and Turnover movement
Total Value in Tk. (mn)

The Bangladesh Bank issued a circular saying
that banks would be allowed to invest
maximum five per cent of the combined value
of paid-up capital, statutory reserve, share
premium and retained earnings in bonds and
debentures. Previously, the banks were
allowed to invest maximum 10 per cent of
their total capital, which is calculated on the
basis of the bank' risk-weighted assets, in
bonds and debentures. The new calculation
method will not be applicable for the existing
bonds and debentures till their maturity
period. They will have to adjust the limit as
per the new method after the end of the
maturity period of the instruments.

Stock Market Updates

DSEX INDEX

Macro-economy Update

2. Total market capitalization of DSE increase
by11.47% to Tk. 3,183.17 billion as on December
29, 2016 from Tk. 2,855.50 billion on December
29, 2016. Banks, Pharmaceuticals & Chemicals,
Telecommunication, Fuel & Power holds 17.68%,
14.97%, 13.75%, 12.66% of the market
capitalization respectively.

Sectoral Market Capitalization and turnover
(February 28, 2017)
Sector

Market Cap
Tk in mn

% of total
Market Cap

Turnover % of total
Tk in mn turnover

Banks

562,803.39

17.68%

23,621.06

12.17%

Financial Institutions

230,135.55

7.23%

21,290.81

10.97%

Insurance

91,766.87

2.88%

3,025.73

1.56%

Mutual Funds

39,862.41

1.25%

2,626.96

1.35%

Food & Allied

234,221.62

7.36%

4,246.44

2.19%

Pharma& Chemicals

476,403.62

14.97%

31,478.60

16.22%

Textile

118,472.34

3.72%

22,234.75

11.46%

Engineering

197,352.66

6.20%

30,086.19

15.50%

Ceramic

26,939.04

0.85%

2,753.21

1.42%

Tannery

28,355.26

0.89%

2,911.87

1.50%

1,592.63

0.05%

228.72

0.12%

Paper & Printing
Jute

1,133.57

0.04%

174.08

0.09%

Cement

159,178.78

5.00%

4,289.60

2.21%

Fuel & Power

12.25%

403,103.50

12.66%

23,777.59

Services & Real estate

22,859.57

0.72%

5,595.10

2.88%

IT - Sector

12,254.52

0.38%

1,614.82

0.83%

Telecommunication

437,608.54

13.75%

2,330.59

1.20%

Travel and Leisure

25,722.60

0.81%

1,883.48

0.97%

107,246.66

3.37%

9,868.43

5.09%

6,162.16

0.19%

10.35

0.01%

3,183,175.29

100.00%

194,048.38

100.00%

Miscellaneous
Corporate Bond
Grand Total

Sectoral Turnover (February, 2017)

Sectoral market capitalization
Miscellaneous
Travel and 3.37%Corporate
Leisure
Bond 0.19%
Telecommunication 0.81%
Banks17.68% Financial
13.75%
Institutions
IT - Sector
7.23%
0.38%
Services &
Insurance
Realestate
2.88%
0.72%
Mutual
Funds
Fuel &
1.25%
Power
12.66%
Food & Allied
Product 7.36%
Cement
5.00%

Sectoral Turnover
Telecommunication
Miscellaneous
1.20%
5.09%
IT - Sector
Travel and Leisure
0.83%
Corporate Bond
0.97%
0.01%
Services & Realestate
2.88%

Banks
12.17%

Financial
Institutions
10.97%
Insurance
1.56%

Fuel & Power
12.25%
Cement 2.21%

Mutual Funds
1.35%

Jute 0.09%

Food & Allied
Product 2.19%

Paper & Printing
.12%
Tannery
1.50%
Ceramic1.42%

Pharmaceuticals &
Chemicals 16.22%
Engineering
15.50%

Textile 11.46%

4. Among the companies traded in DSE,
LANKABAFIN (82.47%), BARKAPOWER
(66.45%) were the top gainer during the
period December 29, 2016 to February 28,
2017. On the other hand the major loser
companies during the period were
ZEALBANGLA (-32.29%), SHYAMPSUG (31.12%).
Top ten gainersand losers in terms of market price
(from December 29, 2016 to February 28, 2017)

Top ten gainer
TICKER

GAIN (%)

Top ten loser
TICKER

LOSS (%)

LANKABAFIN

82.47%

ZEALBANGLA

-32.29%

BARKAPOWER

66.45%

SHYAMPSUG

-31.12%

ICB

60.10%

SHURWID

-20.45%

ISLAMIBANK

48.82%

EMERALDOIL

-18.78%

CENTRALINS

43.89%

MIRACLEIND

-17.64%

GSPFINANCE

42.79%

MEGCONMILK

-15.52%

Top 10 Companies by Market Cap - February 28, 2017

ACIFORMULA

41.71%

KPPL

-13.68%

Sl
No.
1
2
3
4
5
6
7
8
9
10

ICBAMCL2ND

41.67%

SAMATALETH

-13.33%

PADMAOIL

41.56%

RDFOOD

-13.23%

REPUBLIC

40.49%

HWAWELLTEX

-12.89%

Jute
0.04%
Paper & Tannery
Printing 0.89%
0.05%
Engineering
Ceramic
6.20%
0.85%

Textile 3.72%

Pharmaceuticals &
Chemicals14.97%

Name

Mkt.Cap. % of total
Tk. Mn Mkt. Cap.
Grameenphone Ltd.
417,242.71
13.11
Square Pharmaceuticals Ltd.
183,970.50
5.78
British American Tobacco Bangladesh 150,228.00
4.72
Investment Corporation Of Bangladesh 105,869.53
3.33
Lafarge Surma Cement
95,232.63
2.99
Islami Bank Bd Ltd
71,161.59
2.24
Renata Ltd.
67,515.99
2.12
Olympic Industries
61,441.22
1.93
United Power Generation
53,752.11
1.69
Titas Gas Trans. & Dist. Co
53,220.13
1.67

3. In February, 2017 the total turnover in the
public market of DSE was up by 9.13% to Tk.
194.04 billion from Tk. 177.80 billion in
December, 2016.
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5. First Bangladesh Fixed Income Fund had the
lowest Price/NAV ratio (52.29%) whereas NLI
First Mutual Fund was traded at highest
Price/NAV ratio (91.39%). Price of IFIC First
Mutual Fund increased by 25.93% during the
period.

Performance of Mutual Funds
NAV

Closing Price

% change % change Closing
Name of the Fund
29-Dec 28-Feb 29-Dec 28-Feb in NAV in price price /NAV
2016
17
2016
17
FBFIF
POPULAR1MF
ABB1STMF
TRUSTB1MF
EBLNRBMF
PHPMF1
IFIC1STMF
1JANATAMF
EBL1STMF
EXIM1STMF
LRGLOBMF1
NCCBLMF1
ICBEPMF1S1
ICBSONALI1
AIBL1STIMF
MBL1STMF
RELIANCE1
GRAMEENS2
PRIME1ICBA
VAMLRBBF
PF1STMF
GREENDELMF
DBH1STMF
ICB3RDNRB
VAMLBDMF1
ATCSLGF
IFILISLMF1
ICBAMCL2ND
ICB2NDNRB
SEMLLECMF
1STPRIMFMF
SEBL1STMF
NLI1STMF

11.20
10.93
11.46
11.20
10.76
10.62
10.87
10.97
10.74
11.18
10.32
10.76
8.27
8.83
10.94
10.88
12.69
17.32
8.40
11.02
8.27
10.59
10.52
8.06
10.74
12.42
9.60
9.17
11.11
10.19
11.76
13.36
14.26

12.01
11.99
12.48
12.29
11.69
11.74
11.99
12.02
11.75
12.21
10.83
11.26
9.64
10.39
11.33
11.44
13.73
18.75
9.58
11.69
9.44
11.14
11.13
9.14
11.47
13.23
10.35
10.55
12.52
10.80
13.43
14.12
15.10

6.00
5.40
5.90
6.00
6.90
5.40
5.40
5.90
6.20
7.90
7.10
7.30
6.50
6.40
8.30
7.20
9.70
12.30
5.60
8.90
6.00
7.30
7.30
5.60
9.20
10.60
7.10
6.00
8.40
10.00
12.60
12.20
13.10

6.40
6.60
6.90
6.80
6.50
6.60
6.80
7.00
7.20
7.90
7.40
8.10
7.00
7.60
8.30
8.40
10.10
13.80
7.10
8.70
7.10
8.40
8.40
6.90
8.70
10.10
8.30
8.50
10.10
8.90
11.70
12.90
13.80

7.23%
9.70%
8.90%
9.73%
8.64%
10.55%
10.30%
9.57%
9.40%
9.21%
4.94%
4.65%
16.57%
17.67%
3.56%
5.15%
8.20%
8.26%
14.05%
6.08%
14.15%
5.19%
5.80%
13.40%
6.80%
6.52%
7.81%
15.05%
12.69%
5.99%
14.20%
5.69%
5.89%

6.67%
22.22%
16.95%
13.33%
-5.80%
22.22%
25.93%
18.64%
16.13%
0.00%
4.23%
10.96%
7.69%
18.75%
0.00%
16.67%
4.12%
12.20%
26.79%
-2.25%
18.33%
15.07%
15.07%
23.21%
-5.43%
-4.72%
16.90%
41.67%
20.24%
-11.00%
-7.14%
5.74%
5.34%

53.29%
55.05%
55.29%
55.33%
55.60%
56.22%
56.71%
58.24%
61.28%
64.70%
68.33%
71.94%
72.61%
73.15%
73.26%
73.43%
73.56%
73.60%
74.11%
74.42%
75.21%
75.40%
75.47%
75.49%
75.85%
76.34%
80.19%
80.57%
80.67%
82.41%
87.12%
91.36%
91.39%

6. SEML IBBL Shariah Fund was listed in February 12, 2017 and
Pacific Denims Limited was listed on February 7, 2017.
7. The subscription period for Nurani Dyeing & Sweater Limited
was from April 2, 2017 to April 10, 2017.
8. BSEC has approved the IPO (initial public offering) proposal of
BBS Cables, which will raise Tk 200 million under fixed price
method by offloading 20 million shares at an offer price of Tk 10
each. The fund will be used for acquisition of plant and
machineries, buildingand other civil works, partial loan repayment
and bearing IPO expenses.
9. Bangladesh Securities and Exchange Commission (BSEC) has
initiated a fresh move to publish the draft rules on mutual fund
that were stuck up for almost one-and-a-half-year after finalizing
the draft. Once the gazette notification is published, Asset
Management Companies will have to follow the rules to operate
mutual funds.
10. Net foreign investment in Dhaka Stock Exchange reaches to Tk
754.58 crore year-on-year in the first quarter this year, as the
Bangladeshi stocks are gradually becoming lucrative for
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investment. According to
DSE data, overseas investors
bought shares worth Tk
1,758.01 crore and sold
shares worth Tk 1,003.43
crore during the JanuaryMarch period.
11. Retail Holdings Bhold B.V.,
one of the Corporate
Sponsors of the Company,
has further reported that it
has completed its sale of
48,50,000 shares of the
Company at prevailing
market price through Dhaka
Stock
Exchange,
as
announced on April 5, 2017

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.

Money often costs too
much.
-Ralph Waldo Emerson

World
CMA Students'

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.

CMA career path is an exciting career path
for the new generation students of
Bangladesh. The country has been growing
witnessed by its development indicators but
at the same time the corruption index rating
has also been increasing. To address such
circumstances, we need more management
accountants to combat corruption by
establishing corporate governance,
transparency, accountability and ethics at
all levels in the value chain. This is a great
opportunity for young talented students of
Bangladesh to serve their motherland and
play a much stronger role in the days
ahead. We have about 160 million
population but we have only about 3,000
qualified professional accountants (both
CAs and CMAs). We have very poor ratio
between professional accountants and
population of the country in compare to
neighboring countries. We welcome brilliant
students to come to the most vibrant CMA
profession to make a difference in their
career path.
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INTERVIEW WITH
OPERATIONAL LEVEL CMA STUDENT
OF ICMAB DHAKA BRANCH
Mohammed Abu Yousuf is an operational level
student of ICMAB, Dhaka Branch and his registration
number is 2016200217. He had completed S.S.C in
2007 from SCHOLARSHOME and H.S.C in 2009
from Notre Dame College. He got GPA 5.00 in both
the examinations. In 2009-2010 session he got
admitted in Dhaka University under Zoology
department but after one year he thought differently
and realizing the future needs, he took a challenging
decision to change his career path. Then he left DU
and started to study CAT, ACCA and BBA
simultaneously. Now he is an ACCA affiliate and
completed CAT, and BBA from IIUC with CGPA
3.832. In 2016 he started ICMAB by realizing its value
and corporate supremacy. He thinks that CMA will
help him to reach his final destination. In January 2017
he represented ICMAB in the SAFA quiz completion
and elocution competition. Before joining A.QASEM &
CO. (a member firm of Ernst & Young global limited)
as an audit supervisor he worked at ACNABIN
chartered accountants as ACCA trainee.

Why do you pursue CMA education from
ICMAB? Explain in detail.
The Institute of Cost and Management
Accountants of Bangladesh (ICMAB) is a world
class professional institute and the only provider
of CMA degree in Bangladesh. Moreover, it is
also a government institution with international
affiliations. Currently it has affiliation with SAFA,
CAPA, CIMA-UK, and CIPFA. Initially I wasn't
that much informed about ICMAB. All I knew
about was its name and location. But while I was
looking at profile of many successful individuals
of the country I noticed most of them have the
CMA degree. That inspired me on pursuing
CMA degree. Then by surfing the internet I
found a well-furnished website of ICMAB which
is very user friendly and I got all the information
of CMA profession there. Then one day I
decided to visit their institute physically,
accordingly I went there and spoke with them.
By looking into information related to job
market I found that in future it will help me to
reach my final destination. So very next day I got
admitted to ICMAB in June-July 2016 session by
online application.
How do you make a comparison between
CMA education and other academic
qualifications?
Truly academic qualifications are useful for basic
learning but if anyone wants to specialize in a
particular industry he/she must have the
professional degree like CMA. Basically in
academic qualifications the learnings are limited
as there are prescribed syllabus with selective
area to learn. So at that times it is possible to
achieve a good result by only memorizing the
relevant areas. And there is no scope of CPD.
But in case of CMA profession the scenario is
completely different where I have to know the
practical application of my learning and
moreover I have to learn A-Z of a topic.
Continuously it is providing the updated
knowledge so that I am able to keep pace with
the growing world. However there is some
ethical standards and the CMA members and
students are bound to follow them where as
academic qualification holders might not have
such obligations.
What are the main challenges you faced in
studying for CMA education?
I had to get admission in the new syllabus. And I
know a very few student who are studying the
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new syllabus. So for any kind of help and
suggestions I face some difficulties. But all the
teachers are very helpful whatever and
whenever I need help from them they always
welcome me and guides me in proper way. I am
currently working so time management is also a
very difficult issue for me. And sometimes for 24 weeks I have to go outside of Dhaka city at
that time it is very difficult for me to attend the
classes. And in the website study materials are
also not available. So it is very difficult for me to
collect the study materials without going to
ICMAB. But I have confidence that I will be able
to complete the CMA within my planed time.
Do you think that CMA qualification will
help you to get added advantage in the job
market?
There is no doubt that CMA profession will
help me to get added advantage in the job
market. Bangladesh is a growing country.
Recently the governments of Bangladesh has
taken few initiatives for the infrastructure
development of the country. Not only that many
multinational companies are also entering in the
country. For these many professionals people
are needed, for compliance with the
international standards like IAS, IFRS, and GAAP
etc. I think having the CMA degree with the
academic qualifications will help me to become
very competitive in the job market. Moreover in
case of reaching to the dream position of any
organization the role of CMA profession is
incomparable. Finally the whole world is
considered as global village in order to move
with the world the need of professional
qualification like CMA is a must.
What are the strategy you are following to
complete the CMA education on schedule?
In order to complete the CMA education on
schedule I must have proper planning related to
study, time utilization, friend selection etc. I have
taken few strategies like attending all the classes,
studying regularly, collecting the useful study
materials, following the previous year questions
and syllabus outline etc. Additionally sometimes
ICMAB provides few facilities for students
specially those who are doing job. I always keep
in touch with them to explore those facilities.
Although strategies may varies from person to
person but one thing I believe is that there is no
alternative to hard work in order to be
successful and achieve the ultimate goal.

What do you expect to get from ICMAB as a
student?
As a student of ICMAB I always expects that day
by day ICMAB will update itself and provide
teaching materials at an international standard.
And do more affiliations with other international
bodies. I also expect that ICMAB would provide
e-learning facilities for job holder like me. I think
library space is not enough specially during the
exam time so one month before the exam they
should arrange more space for the students for
taking preparation for the upcoming exam. And
the library should have all the study materials,
updated information etc. Although all the
teachers are well qualified I expect that they will
be up-to-date with the changes and prepare us
accordingly.
Could you remember any memorable event
during your study at ICMAB?
There are many memorable events but to me
the most memorable one was when I was
selected from ICMAB to represent ICMAB in
SAFA quiz completion and elocution
competition. I felt really honoured when by
phone call they confirmed me that I am going to
represent the ICMAB in SAFA quiz completion
and elocution competition that was held in
Dhaka on 27th January 2017. It was for the first
time I competed with the international students
and learned many things from them. Moreover I
also meet with the president of IASB (Hans
Hoogervorst)and other professionals from local
and international boundaries. Some of them
shared their thoughts which was really
motivational and inspirational for me.
To fulfil your future dream comes true, do
you think the CMA qualification will be able
to fulfil your aspirations?
To convert my dream to reality I started
studying for CMA degree in ICMAB. And I have
confidence that it will help me to fulfil my
dream. Day by day CMA is getting more popular
and creating its value in the job market. And all
the CMA holders are very helpful and maintains
a very strong bonding among them. They are
very co-operative. CMA is also preparing me for
foreign both local and international challenges
which I firmly believe will aid me in building a
great future.
[Interviewed by Md. Saifur Rahman,
Associate Editor, THE COST & MANAGEMENT.]
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To convert my
dream to reality I
started studying for
CMA degree in
ICMAB. And I have
confidence that it
will help me to fulfil
my dream. Day by
day CMA is getting
more popular and
creating its value in
the job market. And
all the CMA holders
are very helpful and
maintains a very
strong bonding
among them. They
are very cooperative. CMA is
also preparing me
for foreign both
local and
international
challenges which I
firmly believe will aid
me in building a
great future.

ICMAB delegation called on

Minister, Housing and Public Works
A delegation of ICMAB led by its President Mr. Jamal Ahmed Choudhury FCMA called on
Engineer Mosharrof Hossain MP, Minister, Ministry of Housing and Public Works, Government
of the People's Republic of Bangladesh at his office on March 05, 2017.
The ICMAB President apprised the Minister regarding the present status and activities of the
Institute and sought all out support from the Government for its further and rapid
development. The Minister highly appreciated the role of the professional accountants in the
economic development of the country and assured to provide full co-operation for the
development of CMA profession.
Among others, Vice President Prof. Mamtaz Uddin Ahmed FCMA, Secretary Mr. Md. Abdur
Rahman Khan FCMA, Treasurer Prof. Dr. Swapan Kumar Bala FCMA and Executive Director of
the Institute Mr. Md. Mahbub Ul Alam FCMA were present in the meeting.
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ICMAB delegation called on Commerce Secretary
A delegation of ICMAB led by its President Mr. Jamal
Ahmed
Choudhury FCMA called on Mr.
Shubhashish Bose, Secretary,
Ministry of
Commerce, Government of the People's Republic of
Bangladesh at his office on March 15, 2017.
ICMAB President appraised
the honorable
Secretary about the overall affairs of the Institute, its
present education system, updated international
standard academic curriculum, its linkage with CIMA
in UK, examination system, awarding membership
and the progress of the ongoing activities of the
Institute. He also requested the Secretary to look
into the long pending issues of ICMAB ACT and
Cost Accounting Record Rules Gazette Notification.
The ICMAB delegation also requested the Secretary
to assist the Institute through allocating increased
fund for its further development. The delegation also
sought active support and guidance of the Secretary
for development of CMA Profession.
Honorable Secretary for Commerce assured the
ICMAB President and the members of the
delegation of his continued support for the
betterment of CMA profession in the continuously
changing global environment.
Among others, Vice President Mr. Mohammed Salim
FCMA, Secretary Mr. Md. Abdur Rahman Khan
FCMA, Council Member and Past President, Mr. M.
Abul Kalam Mazumdar FCMA and Executive
Director of the Institute Mr. Md. Mahbub Ul Alam
FCMA were present in the meeting.
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ICMAB held Discussion Session on

Special Economic Zone

Unlocking Comparative Advantage of Bangladesh

A discussion Session on "Special Economic Zone: Unlocking Comparative Advantage of Bangladesh" was
organized by ICMAB as part of its CPD program held on Wednesday, March 08, 2017 at ICMAB Ruhul
Quddus Auditorium, ICMA Bhaban, Dhaka.
Mr. Mohammed Shoheler Rahman Chowdhury, Deputy Secretary, Bangladesh Economic Zones Authority
(BEZA), Prime Minister's Office presented the Key Note Paper as resource person while Mr. Kazi M.
Aminul Islam, Executive Chairman, Bangladesh Investment Development Authority (BIDA) was present as
Chief Guest. Mr. Jamal Ahmed Choudhury FCMA President of the Institute delivered the welcome speech.
Mr. Arif Khan FCMA, Chairman, Seminar & Conference Committee presided over the Program and
Secretary ICMAB Mr. Md. Abdur Rahman Khan FCMA offered the vote of thanks.
The resource person Mr. Mohammed Shoheler Rahman, highlighted on the issues of foreign exchange
earnings, FDI, Employment generation, Export growth, Technology transfer, Export diversification, Land
acquisition, Public & Private Partnership Economic Zones, Private Economic Zones, Government Economic
Zones, Special Economic Zones, various incentives to the developers and investors, Exemptions of Taxes and
duties, full repatriation of Capital and dividend etc. and replied to the number of queries raised by the
participants.
Hon'ble Chief Guest Mr. Kazi M. Aminul Islam in his valuable speech focused on the quality of services
issues, One Stop Services to foreign and local investors, co-operation and co-ordination among various
ministries and government departments to offer quality services to investors for improving economic
development and investment climate in the country. He emphasized on his mission for significant
improvement of "Doing Business Index" of Bangladesh and expressed his challenging commitment to bring
the index down to double digit from current ranking of 176 out of 190 countries in the World.
He also emphasized on the skill development of human resources for further development of investment in
the country. He opined that CMAs can play a wider role in this respect and contribute a lot for the
development of the financial health of the people as well as of the country. He urged the qualified CMAs to
come forward further to help Bangladesh to achieve its target to make Bangladesh as middle-income
country by 2021. He also mentioned that he is very happy to see that many qualified members of this

63 THE COST AND MANAGEMENT

ISSN 1817-5090,VOLUME-45, NUMBER-2, MARCH-APRIL 2017

Institute are playing very important role and holding top positions in many national and multinational
companies. He assured to provide all out support for further development of the profession.
The past president and Chairman, Seminar and conference committee - Mr. Arif Khan in his speech
requested the Chief Guest to look into the issue of engaging qualified accountants in various sectors of the
country. A large number of Associate and Fellow Members and Senior students of the institute participated
the program.

A delegation of ICMAB led by its President Mr. Jamal Ahmed Choudhury FCMA called on Chairman, DBL
Group at his office on April 20, 2017.
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ICMAB and Jagannath University jointly organized seminar
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) and Faculty of Business Studies,
Jagannath University jointly organized a seminar on "Professional Management Accounting Education in
Bangladesh: Implications to Business Graduates" on Monday, March 13, 2017 at the auditorium of Jagannath
University. Professor Dr. Mijanur Rahman, Vice-Chancellor, Jagannath University was the Chief Guest of the
program while Professor Dr. Muniruzzaman, Dean, Faculty of Business Studies Chaired the session.
Mr. Jamal Ahmed Choudhury FCMA, President, ICMAB, Professor Dr. Md. Ali Noor, Chairman, Department
of Accounting and Information Systems Jagannath University, Prof. Mamtaz Uddin Ahmed FCMA and Mr.
Mohammed Salim FCMA, Vice Presidents were present on the occasion. Dr. Nikhil Chandra Shil FCMA
delivered address of welcome.
Honorable Vice-Chancellor thanked ICMAB for arranging such an important seminar to familiarize students
with professional courses which will help them in career planning. He said that professional degrees like
CMA can help accelerate their career growth in future. He added pursuing CMA education is challenging
but rewarding. He highlighted on the role ICMAB is playing in developing skilled human resources in the
country which is crucial for sustainable economic development of the country.
Special Guest Mr. Jamal Ahmed Choudhury, FCMA said that there exists a strong link between demand for
accounting expertise and the economic growth. As the country is moving towards graduation to a middle
income country by 2021 the demand for specialized accounting services rendered by the Cost and
Management Accountants is significantly rising. He said students may join this CMA profession to ensure a
bright career.
Mr. Nikhil Chandra Shill FCMA presented key note speech on the theme of the seminar. He spoke on the
management accounting profession in Bangladesh and the pathways to be a global professional accountant
with CMA designation.
Among others, Prof. Mamtaz Uddin Ahmed FCMA, Mr. Mohammed Salim FCMA also spoke on the occasion
and encouraged students. Professor Dr. Muniruzzaman, Dean Faculty of Business Studies offered vote of
thanks. A large number of students of Jagannath University attended the seminar. The program ended with a
lively question and answer session.
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ICMAB Secretary Mr. Md. Abdur Rahman Khan FCMA
attended PSFMC meeting of CAPA at Manila, Philippines
Mr. Md. Abdur Rahman Khan FCMA, Secretary, ICMAB attended Public Sector Financial Management
Committee (PSFMC) meeting of Confederation of Asian and Pacific Accountants (CAPA) held from March
30 to April 1 2017 at Crowne Plaza, Manila Galleria Hotel, Manila, Philippines.
Public Sector Financial Management Committee (PSFMC) is one of the prime working Committee of CAPA.
Mr. Khan is the only member representing ICMA Bangladesh in the CAPA's PSFM Committee which consist
of 9 other members from different Professional Accounting Bodies across the world.

Discussion meeting with the Chairmen
& Vice Chairmen of Various Committees
The Office Bearers of the Institute met with
the Chairmen and Vice Chairmen of different
Committees on March 27, 2017 to discuss
and find out the strategies for facilitating
timely achievement of the goal. President of
the Institute Mr. Jamal Ahmed Choudhury
FCMA presided over the meeting. The
President drew attention to the role of the
committees in achieving the targets set for
the year. Detailed discussions were held on
the TOR of the Committees. The Chairmen
and Vice Chairmen expressed their views on
different aspects of the Institute and offered
valuable suggestions. They assured their full
support in realizing the goals set by the
Council. Among others Vice President Mr.
Mohammed Salim FCMA, Secretary Mr. Md.
Abdur Rahman Khan FCMA, Treasurer Prof.
Dr. Swapan Kumar Bala FCMA were present
in the meeting.
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CPD program on

Leadership Excellence for Finance Professionals
ICMAB organized a Continuing Professional Development (CPD) program on "Leadership Excellence for
Finance Professionals" on April 08, 2017 at ICMAB Ruhul Quddus Auditorium, ICMA Bhaban, Dhaka.
Mr. M. A. Ibrahim, Chief Executive Officer, STATUREASIA presented the Key Note Paper as Resource
Person. Mr. Jamal Ahmed Choudhury FCMA, President of the Institute presided over the program and Mr.
Md. Abdur Rahman Khan FCMA, Secretary delivered the welcome speech.
A good number of members and students of the institute participated the program.

Reception to the Newly Qualified CMAs
The council accorded a warm reception to the CMAs passed in December 2016 Examination held on April
17, 2017. Mr. Jamal Ahmed Choudhury FCMA chaired the programs. He advised the newly qualified CMAs to
keep in touch and maintain liaison with the institute so that they could update themselves with development
of CMA profession. Among others Vice Presidents, Secretary, Treasurer, Past Presidents and Council
members of the institute attended the reception program. The newly qualified CMAs also expressed their
opinion regarding education and examination system of the Institute and on professional matters.
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ICMAB organizes 200 hours long
Young Leadership Development Training Program
As part of it's job, ICMAB Committee for Young Leadership Development organizes a three month long
modular knowledge and skill development training program (200 hours spread over a period of three
months) covering four track skill sets: business skill, leadership skill, subject matter skill and communication
skill for its young members since April 22, 2017. The objective of this training course is to increase the talent
capacity of our young members to make CMA profession number one in the country.
International standard faculties are
engaged to develop the modular course
packages. The training methodology
includes, among others, lectures,
presentations, group discussions, field
visits, interactive off-site sessions,
guided
books
reading,
video
presentations, individual and group
presentations, etc. 35 members have
registered for training in the first batch.
A course completion certificates will be
offered to the successful participants.
ICMAB President Mr. Jamal Ahmed
Choudhury FCMA inaugurated the
training program. Mr. Naba Krishna
Muni FCMA, Chairman of Committee
for Young Leadership Development of
the Institute and Vice Chairman Mr. Md.
Abdul Alim Munshi FCMA were present
in the inauguration session.
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ICMAB Annual Picnic

2017

ICMAB Head Office arranged its daylong
colorful Annual Picnic 2017 on March 10, 2017 at
"Sabuj Chaya Resort & Picnic Spot", Nilerpara,
Joydebpur, Gazipur. More than 270 Dhaka-based
employees and their family members
participated in the picnic and spent the whole
day with joy and merriment. Many events were
arranged for the employees and their family
members. Among them the most important ones
were- raffle draw, pillow passing for the women
and children sports.

Many renowned companies of the country and the
honorable members of the Institute sponsored the
picnic program providing different gifts items. Mr. Md.
Mahbub Ul Alam FCMA, Executive Director of ICMAB
thanked all of them and handed over the prizes to the
winners. He thanked the Picnic Committee 2017 for
organizing such an excellent and stimulating program
for the employees of the Institute. President Mr. Jamal
Ahmed Choudhury FCMA, Vice President Mr.
Mohammed Salim FCMA and Secretary Mr. Mohammad
Abdur Rahman Khan FCMA also participated in the
enthusiastic picnic.

CMA Shiba Brota Halder, Member of the Institute of Cost Accountants of India (ICAI) recently visited ICMAB. Prof. Dr. Swapan Kumar
Bala FCMA, Treasurer and Mr. Md. Mahbub Ul Alam FCMA, Executive Director of the Institute greeted Mr. Halder. They discussed on
various professional issues for the interest of both the Institutes. Treasure of ICMAB presented him some of the publications of ICMAB
including Cost Accounting Standards (Volumes 1 & 2), Syllabus, Members Directory, and the bi-monthly Journal. Mr. Halder thankfully
acknowledged the greetings and hospitality of the fraternal professional CMA body and wished its continuing growth and development.

69 THE COST AND MANAGEMENT

ISSN 1817-5090,VOLUME-45, NUMBER-2, MARCH-APRIL 2017

DBC News
ICMAB Dhaka Branch Elected New Office Bearers for 2017

Md. Mushfiqur Rahman FCMA
Chairman

S. M. Afjal Uddin FCMA
Vice-Chairman

Monjur Md. Shaiful Azam FCMA Md. Mumlook Hossain FCMA
Secretary
Treasurer

ICMAB
Students Orientation Program &
Distribution of Scholarship
The Dhaka Branch Council of The Institute of Cost and Management Accountants of Bangladesh (ICMAB)
organized "Orientation Program (January-June 2017 session)" for the newly admitted students &
Distribution of Scholarship to the students of ICMAB at the ICMAB Ruhul Quddus Auditorium, Nilkhet,
Dhaka on March 09, 2017.
Mr. Jamal Ahmed Choudhury FCMA, Hon'ble President of the Institute was present as the Guest of honor.
Mr. Md. Mushfiqur Rahman FCMA, Chairman of Dhaka Branch Council presided over the program. Md.
Mushfiqur Rahman FCMA in his speech emphasized the role of CMA in the context of present global
economy and competitive business environment.
The Guest of Honor Mr. Jamal Ahmed Choudhury FCMA in his speech appreciated the focused role of Cost
and Management Accountants for the economic development of the country. He advised the students to
peruse the CMA education with dedication and sincerity.
The Guest of honor distributed scholarship among the participants of different students of the Institute.
Among others Institute Vice President & Chairman, Education Committee Mr. Mohammed Salim FCMA,
Professor Mamtaz Uddin Ahmed FCMA, Vice President & Chairman, Examination committee of ICMAB,
Secretary Mr. Md. Abdur Rahman Khan FCMA spoke in the program. Mr. Zillur Rahman FCMA (F-0749) gave
a power point Presentation on CMA education and profession. Mr. Md. Maruf ACMA (A-1267) nicely
conduct the program & DBC Secretary Mr. Monjur Md. Shaiful Azam FCMA offered the vote of thanks. A
large number of newly admitted students and members of the Institute were present in the program.
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DBC News
CMA Members Family Day Art, I.Q. Test, Recitation &
Essay Competition 2017 held for Children's of DBC Members
DBC organized "CMA Members
Family Day Art, I.Q. Test, Recitation
and Story writing competition 2017"
at DBC floor on April 07, 2017. More
than ninety children of Dhaka-based
members participated in the
competition. Mr. Jamal Ahmed
Choudhury FCMA, President of the
Institute was present as the Guest of
honor. A good number of members
along with their spouses and children
attended the programs joyfully.

View Exchanging with DBC Sub-Committees
The Dhaka Branch Council (DBC) of
ICMAB organized a Discussion
Program on View Exchanging with DBC
Sub-Committees for CMAs on April
11, 2017 at ICMA Bhaban, Nilkhet,
Dhaka. Mr. Md. Mushfiqur Rahman
FCMA, Chairman of DBC presided
over the Program. The program was
moderated by DBC Secretary Mr.
Monjur Md. Shaiful Azam FCMA. DBC
Vice-Chairman Mr. S.M. Afjal Uddin
FCMA offered the vote of thanks.
Almost all Chairmen, Vice Chairmen &
Secretaries of 23 Sub-Committees of
DBC 2017 attended and took part in
the discussion.
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DBC News
DBC's Training Program on "New VAT Law (VAT Online) 2017"
Four-day long executive development training programs on
"New Vat Law (VAT Online) 2017" were organized by the
DBC at ICMA Bhaban, Nilkhet, Dhaka. The programs were
held on April 09-12 & 25-30, 2017. The programs presided
over by DBC Chairman Md. Mushfiqur Rahman FCMA. The
programs were moderated by Md. Asad Chowdhury FCMA. In
each program, there were ten technical sessions. Resource
persons of the programs were Kazi Muhammad Ziauddin
FCMA, Joint Commissioner, VOP NBR, Md. Fakhrul Alam ,
Additional Commissioner and First Secretary, National Board
Of Revenue, Mr. Md. Abdur Rouf, Additional Commissioner,
Customs Excise and VAT Training Academy, Mr. Md. Zakir
Hossain, Additional Commissioner, And DPD VOP NBR, Md.
Mashiur Rahaman ACMA, Second Secretary , National Board
of Revenue and Large number corporate executives including
ICMAB members attended the training programs.

Knowledge sharing session on
Government Fund Flow Management and ongoing reforms
The Dhaka Branch Council (DBC) of the ICMAB organized a Knowledge sharing session on "Government
Fund flow Management and ongoing reforms" on April 20, 2017 at ICMA Bhaban, Nilkhet, Dhaka. The
Program was presided over by DBC Chairman Md. Mushfiqur Rahman FCMA. Mr. Jamal Ahmed Choudhury
FCMA, President of ICMAB and Md. Abdur Rahman Khan FCMA, Secretary of ICMAB were present as the
session Chairman & Commentator respectively. Mohammad Ruhul Quddus ACMA, Program Coordination
Specialist, Ministry of primary and Mass Education was present as the resource person and Md. Rafiqul Islam,
Senior Finance Controller (Air force) was present as the special guest. A large member of fellow and
associate members of ICMAB were present and actively participated in the program. Mr. Md. Zillur Rahman
FCMA, Chairman of DBC Knowledge Sharing & Study Circle Committee nicely conduct the program &
DBC Vice-Chairman S.M. Afjal Uddin FCMA offered the vote of thanks.
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DBC News
Reception to the Newly Qualified CMAs

The Dhaka Branch Council (DBC) of the Institute organized a reception to the newly qualified Cost and
Management Accountants qualified in (December, 2016 Exam) on April 23, 2017 at ICMAB Seminar Room.
Md. Mushfiqur Rahman FCMA, Chairman of DBC presided over the program. Mr. Jamal Ahmed Choudhury
FCMA, Hon'ble President of the Institute was present as the Guest of honor. In the CMA December 2016
Exam 15 CMAs where qualified and attended the program along with their family members. They also spoke
of the hindrances in achieving the final success. They were awarded a memento and a small DBC souvenir as
a token of recognition on behalf of DBC by the Institute's President. DBC Councilor Mr. Md. Shafiqul Alam
FCMA gave the welcome address and nicely conducted the program. DBC Treasurer Md. Mumlook Hossain
FCMA, Secretary Mr. Monjur Md. Shaiful Azam FCMA, Councilor Mr. Mohammad Alamgir FCMA, Mr. Zillur
Rahman FCMA & Mrs. Jhohora Akter FCMA also spoke on the occasion. DBC Vice Chairman Mr. S.M. Afjal
Uddin FCMA offered the vote of thanks.

4-day workshop on
Effective Communication and Leadership Skills
The Dhaka Branch Council (DBC) of the
ICMAB organized Four-day's workshop on
"Effective Communication and Leadership
Skills" for CMA members on April 27, 2017.
The program was presided over by DBC
Secretary Mr. Monjur Md. Shaiful Azam FCMA.
Resource persons of the programs was
Khandaker Zia Hasan, CEO & Lead Trainer
(LSTI), Banani. Mr. Mohammad Alamgir FCMA,
Chairman of Dhaka Branch Professional
Development Committee gave the welcome
address and Large number of ICMAB
members attended the training programs.
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DBC News
Training session on Mind management

The Dhaka Branch Council (DBC) of the ICMAB organized a Training session on "Mind Management" on April 28,
2017 at ICMA Bhaban, Nilkhet, Dhaka. The Program was presided over by DBC Chairman Mr. Md. Mushfiqur
Rahman FCMA. Mr. Md. Mamunur Rashid FCMA, Council member of ICMAB was present as the session
Chairman. Dr. Abul Kalam, a physician, mind trainer and life coach was present as the resource person. A large
member of fellow and associate members of ICMAB were present and actively participated in the program. Mr.
Md. Golam Sabur FCMA, Chairman of DBC Professional Grooming & Counseling Committee nicely conduct the
program & DBC Treasurer Md. Mumlook Hossain FCA, FCMA offered the vote of thanks.

CBC News
Chittagong Branch Council organized Student Orientation
Chittagong Branch Council of the Institute
of ICMAB organized Class Orientation of
January-June 2017 session on March 11,
2017 at CMA Bhaban, Agrabad, Chittagong.
Mr. Golam Kibria FCMA, Chairman,
Chittagong Branch Council of ICMAB
presided over the Program while Mr. Jamal
Ahmed Choudhury FCMA, PresidentICMAB was present on the occasion as
Chief Guest. Mr. Wahid Malek, Managing
Editor, Dainik Azadi & Mr. Mohammed
Salim, FCMA Vice- President of ICMAB was
present in the program as special guest.
The Chief Guest motivated to the newly admitted students for their success in passing CMA for a global career
& bright future. Special guest Mr. Wahid Malek states that the demand for professional accountants is huge in
home and abroad. He welcomed and congratulated the newly admitted students on behalf of the daily Azadi
Family and advised the students to reach the goal with the proper study and thanked CBC for arranging such
kind of program to motivate newly admitted students.
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CBC News
Reception to the 16th Council &
discussion on Professional matters

A reception of the 16th Council of ICMAB & discussion on Professional matters also followed after the
Orientation program. Mr. Jamal Ahmed Choudhury FCMA, Mr. Mohammed Salim FCMA, Mr. A.K.M. Delwer
Hussain FCMA, Mr. M. Abul Kalam Mazumdar FCMA, Mr. Md. Mamunur Rashid FCMA, Mr. Abu Bakar Siddique
FCMA, Kazi Muhammad Ziauddin FCMA, were present on the occasion. program. The whole program was nicely
conducted by Mr. Mohammed Arif ACA, ACMA and vote of thanks was offered by Mr. Mohammed Saiful Islam
FCMA to the audience.

CBC holds CPD on "Inspirational Leadership"
Chittagong Branch Council
of the Institute of Cost and
Management Accountants
of Bangladesh (ICMAB)
organized a CPD Program
on
"Unleashing
Performance
through
Inspirational Leadership"
on 20th April, 2017 at CSE
Auditorium,
Agrabad,
Chittagong. Mr. Golam
Kibria FCMA, Chairman,
Chittagong Branch Council
of ICMAB presided over the Program while Mr. Dilip Kumar Banik ACMA, Deputy Commissioner of Bandarban
was present on the occasion as Chief Guest. Mr. Md. Shaifur Rahman Majumdar FCA, FCMA, Managing Director of
Chittagong Stock Exchange Ltd conducted the session. Mr. Masud Khan FCA, FCMA, CFO of Lafarge Holcim
Bangladesh Ltd presented a key-note on the topics. The Chief Guest thanks the CBC for organizing such timely
CPD program and stated that the present Government has been working for the economical and social
development of the country. He urges to the non- governmental entrepreneurs to take part in the economical
development to implement the vision of the government. He also express that ICMAB is also playing an important
part by producing skilled professional Cost & Management Accountants who are contributing establishment of
good governance, transparency, accountability and financial discipline in the business and industrial sectors of the
country. A large number of Fellow & Associate members of ICMAB based at Chittagong region participated and
enjoyed the program. The program was conducted by Mr. Mohammed Arif ACMA and vote of thanks was offered
by Qazi Meraz Uddin Arif FCMA to the audience.
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KBC News
ICMAB Khulna Branch Elected New Office Bearers for 2017

Abdul Motaleb FCMA
Chairman

KBC observed

S. M. Zakir Hossain ACMA
Vice-Chairman

Sheikh Ziaul Islam FCMA
Secretary

K. M. Neamul Hoque ACMA
Treasurer

2017

Independence Day

ICMAB Khulna Branch Council observed
the 46th Independence Day on March 26,
2017. KBC organized a Rally and Discussion
on this occasion. KBC Chairman Mr. Ratan
Kumar Debnath FCMA, KBC Advisor Mr.
Ala Uddin Akonda FCMA were present in
the occasion and paid homage to the
martyrs of our independence.

ICMAB-Canada Chapter Council (for 2017-2018)

Abu Tareque ACMA
Chairman

Nayeem Ali Kadri ACMA
Vice-Chairman
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Naeemul Azeez Rahman ACMA Tanveer Ahmed Wares FCMA
Secretary
Treasurer

CMA December-2016 Examination Results
The Institute of Cost and Management Accountants of Bangladesh has published the results of the CMA
December-2016 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:

Md. Redwan
(Dhk-05601)

Md. Shohag Al Mamun
(Dhk-05638)

Mohammed Yusuf
(Dhk-05667)

H. M. Rayhan
(Dhk-05754)

Md. Mamunoor Rashid
(Dhk-05832)

Nur-Alam
(Dhk-06122)

Zayed Abdullah
(Dhk-06231)

Md. Sah Alam
(Dhk-06245)

Shamsun Nahar Jafar
(Dhk-06749)

Md. Shaidur Rahman
(Dhk-07147)

Md. Hasan Ali
(Dhk-07169)

Md. Humayon Kobir
(Dhk-07173)

Mohammad Mustafizur Rahman
(Dhk-07411)
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Md. Abdur Rashid
(Dhk-08208)

Passed Professional Level-IV:
DHK-05601, DHK-05638, DHK-05667, DHK-05719, DHK-05754, DHK-05832, DHK-06122, DHK-06231, DHK06245, DHK-06749, DHK-07169, DHK-07173, DHK-08111, DHK-08208, CTG-00851 =15.
Passed Professional Level-III:
DHK-05667, DHK-05682, DHK-05832, DHK-06121, DHK-06179, DHK-06185, DHK-06231, DHK-06302, DHK06399, DHK-06461, DHK-06619, DHK-06624, DHK-06777, DHK-06833, DHK-06950, DHK-06977, DHK-06992,
DHK-07120, DHK-07134, DHK-07147, DHK-07411, DHK-07668, DHK-08286, CTG-00859, CTG-00958 = 25.
Passed Professional Level-II:
DHK-05815, DHK-06030, DHK-06135, DHK-06399, DHK-06549, DHK-06679, DHK-06964, DHK-06997, DHK07001, DHK-07010, DHK-07162, DHK-07179, DHK-07230, DHK-07565, DHK-07659, DHK-07790, DHK-07793,
DHK-07939, CTG-00820, CTG-00859, CTG-00870, CTG-00881, CTG-00939, CTG-00950 = 24.
Passed Professional Level-I:
DHK-05724, DHK-05770, DHK-05868, DHK-05872, DHK-05876, DHK-05969, DHK-06082, DHK-06155, DHK06679, DHK-06846, DHK-07105, DHK-07127, DHK-07157, DHK-07229, DHK-07230, DHK-07290, DHK-07333,
DHK-07376, DHK-07420, DHK-07422, DHK-07502, DHK-07529, DHK-07600, DHK-07790, DHK-07791, DHK07793, DHK-07798, DHK-07951, KHU-00249, KHU-00342, CTG-00805, CTG-00806, CTG-01080 = 33.
Passed Foundation Level:
DHK-05677, DHK-05777, DHK-06054, DHK-06219, DHK-06223, DHK-06252, DHK-06269, DHK-06280, DHK06300, DHK-06362, DHK-06576, DHK-06612, DHK-06663, DHK-06877, DHK-07101, DHK-07103, DHK-07124,
DHK-07240, DHK-07265, DHK-07271, DHK-07490, DHK-07812, DHK-08037, DHK-08051, DHK-08136, DHK08240, DHK-08547, KHU-00258, KHU-00267, KHU-00299, KHU-00327, KHU-00356, CTG-00961, CTG-01049 =
34.
Passed Operational Level:
DHK-05733= 1
Passed Business Level:
DHK-05588, DHK-05598, DHK-05600, DHK-05613, DHK-05619, DHK-05620, DHK-05655, DHK-05683, DHK05687, DHK-05688, DHK-05693, DHK-05736, DHK-05749, DHK-05789, DHK-05822, DHK-05834, DHK-05863,
DHK-05895, DHK-05914, DHK-05930, DHK-05931, DHK-05976, DHK-06011, DHK-06022, DHK-06088, DHK06123, DHK-06183, DHK-06228, DHK-06283, DHK-06330, DHK-06410, DHK-06424, DHK-06445, DHK-06448,
DHK-06458, DHK-06546, DHK-06556, DHK-06566, DHK-06585, DHK-06651, DHK-06674, DHK-06680, DHK06688, DHK-06693, DHK-06695, DHK-06712, DHK-06752, DHK-06773, DHK-06790, DHK-06828, DHK-06829,
DHK-06847, DHK-06882, DHK-06912, DHK-06923, DHK-06936, DHK-06942, DHK-07007, DHK-07019, DHK07020, DHK-07032, DHK-07051, DHK-07058, DHK-07060, DHK-07082, DHK-07083, DHK-07114, DHK-07125,
DHK-07165, DHK-07184, DHK-07199, DHK-07203, DHK-07205, DHK-07209, DHK-07216, DHK-07266, DHK07287, DHK-07364, DHK-07546, DHK-07639, DHK-07714, DHK-07741, DHK-07765, DHK-07794 DHK-07863
DHK-07964 DHK-07969 DHK-07984 DHK-08032 DHK-08131 DHK-08234 DHK-08355, DHK-08366, DHK08467, DHK-08468, DHK-08469, DHK-08480, DHK-08488, DHK-08494, DHK-08505, DHK-08531, DHK-08536,
DHK-08549, RAJ-00117, RAJ-00119, RAJ-00144, RAJ-00162, KHU-00276, KHU-00277, KHU-00296, KHU-00300,
KHU-00302, CTG-00743, CTG-00798, CTG-00815, CTG-00817, CTG-00855, CTG-00891, CTG-00908, CTG00910, CTG-00911, CTG-00941, CTG-00953, CTG-00974, CTG-01013, CTG-01020, CTG-01023, CTG-01064,
CTG-01073, CTG-01102, CTG-01122 = 131.
Passed Knowledge Level:
DHK-06575, DHK-06694, DHK-06708, DHK-06825, DHK-06863, DHK-06972, DHK-06983, DHK-07144, DHK07154, DHK-07155, DHK-07182, DHK-07325, DHK-07358, DHK-07360, DHK-07458, DHK-07700, DHK-07857,
DHK-07867, DHK-07931, RAJ-00126, RAJ-00134, KHU-00321, CTG-00838, CTG-00892, CTG-00924, CTG00925, CTG-01101 = 27.
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Introducing

the Editorial Board

Bi-monthly Journal of the ICMAB

Pen Portrait of the
Editor,The Cost & Management
Mr. Shawkat Hossain is a Fellow member of ICMAB qualified in
1986. He has done his Masters in Development Management
from Asian Institute of Management, Philippines. Mr. Hossain is
the founding Managing Director of a venture capital fund
management company named BD Venture limited in
Bangladesh.
He worked in different banks (BRAC Bank, Prime Bank, Bank
Alfalah, BRAC Afghanistan Bank) for more than 10 years. He
also served in Accounts and Finance function of different
developmental organization for around 14 years; like BRAC
(6 years), International Centre for Diarrheal Disease
Research, Bangladesh (4 years), and Family Planning
Association of Bangladesh (4 years). He started his career in a
Readymade garments Factory at Chittagong EPZ, as Executive
(Cost & Accounts) and reached to the position of Chief
Accountant in 4 years.
He regularly writes in different dailies on entrepreneurship,
SME financing, finance, etc. He has two books published in his
credit on entrepreneurship named 'Uddoktake ha bolun (Say
Yes to Entrepreneur) and "chai barthotar pristoposhokota"
(Need Patronage of Failure). He has also published 10 books
on short stories, novel and rhymes for children.
He played key role at the formation of different business
enterprises such as BRAC Bank, BRAC BdMail Network
limited, BRAC Services limited, BRAC Reanata Agro
Industries limited. Mr. Hossain played a pivotal role in setting
up a multinational bank in Afghanistan named BRAC
Afghanistan Bank whose shareholders were BRAC;
International Finance Corporation (private investment wing
of World Bank); Shorecap, USA and Triodos Bank, Netherland.
He underwent different training and seminar at home and
abroad including World Congress of Accountants.
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Pen Portrait of the Associate Editor,
The Cost & Management

Pen Portrait of the Associate Editor,
The Cost & Management

Mr. R. Tareque Moudud is a Fellow member
of the Institute. He qualified in 1986 from
the Chartered Institute of Management
Accountants, UK and is a Member of the
Institute. Mr. Moudud has worked in various
sectors of the economy.

Mr. Saifur Rahman has been working as Head of
Network Service Business Operations for Ericsson
Bangladesh. He is a fellow member of the Institute of
Cost & Management Accountants of Bangladesh
qualified in the year 2010.

Mr. Moudud started his professional career
by working in pharmaceutical manufacturing
at G.D. Searle Ltd., a company based in the
UK. Subsequently, after returning to
Bangladesh, he worked for a foreign funded
international development organization
funded by European donor agencies. His
designation was Management Accountant.
His responsibilities included internal audit,
computerization of the Organization's
accounting system and financial evaluation of
its employment/income generating projects.
In 1997, Mr. Moudud joined the Securities &
Exchange Commission (SEC) Bangladesh as
its Executive Director. Main areas of work
included corporate finance, vetting of IPO's
developing concepts for introducing new
financial "products", Registration and
licensing of Merchant Banks and monitoring
the workings of brokerage firms.
Since January 2005 Mr. Moudud has been
employed by a private University, both as a
Faculty as well as a Director (since April
2006).
Mr. R. Tareque Moudud FCMA has also
worked as a financial consultant on different
projects of the Asian Development Bank
(ADB).
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Mr. Saifur started his professional career at early
2006 by working in BASF Bangladesh Limited which
is a subsidiary of the world largest German based
chemical company. Later he worked in some large
local conglomerates like Energypac, Anwar Group,
Islam Group (consist of Eastern Housing, Aftab
Poultry chain, Pultry Feed, Navana Pharma etc) & Dan
Foods Limited in different capacity including ManagerFinance & Accounts, Asst General Manager-Finance,
General Manager- Budgeting-Costing & MIS, Head of
Finance.
At September 2014 he joined in Ericsson Bangladesh
as Project Support Professional which is the role as
Finance Controller for the Projects. In 2015 he got
elevated as Project Support Professional Lead to
work as supervisor of a team of PSPs and part of
regional PSP Leadership team. Since 1st October
2016 Mr. Rahman get appointed as Head of NES
Business Operations for Bangladesh and since then
member of the regional leadership team for Network
Service Business Operations.
Mr. Saifur has a passion in mentoring young
professionals, senior students in CMA, He has taken
some motivational session for CMA senior students
and outside CMA also. He has contributed with some
articles for national dailies in the past. Had a passion
in writings and was chief editor of Notre Dame
Collage's monthly magazine "Dhak-Dhole & Chit
Chat" during his academic tenure in Notre Dame
college.
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