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across a broader range of internal and external 
stakeholders. Business leaders are convinced that 
CMAs are now 'highly essential' in helping their 
businesses to create value.  An increasingly competitive 
business environment and more complexity are 
creating a need from businesses for greater insight 
from finance professionals in strategy and decision 
making, more complexity is creating greater risk which 
will drive further regulation, and there is more scrutiny 
over the performance of organizations.

Major drivers of business are regulations and 
governance, digital technologies, expectations from 
stakeholders and globalization. Increased regulations 
and stronger governance is having the greatest impact 
on the business and profession. Business is affected 
directly or indirectly and to varying degrees-tax 
action and other legal and regulatory changes has 
called for more and more compliances. Meanwhile, 
fairness in tax will continue to rise in prominence in 
national development agendas. Global variations will 
influence regulation and governance - governments 
will raise more revenue from direct taxes over the 
period. The spread of digital technologies and their 
impact on business has transformed the practice of 
accounting and the competencies that professional 
accountants require. Smart software and systems has 
replace manual work like book keeping, automate 
complex and multifaceted processes like financial 
book closing, and supported the trends towards 
outsourcing some services and repatriating others. 
Knowledge of new models for business, funding, 
payments and services such as wider based 
applications including management accounting will be 
vital for all professional accountants. Expert use of 
analytics is enabling more, better and closer to real-
time reporting, increase predictive analysis, and 
highlight the inter connectedness of financial and 
non-financial performance. Greater use of social 
media has improved collaboration, disclosure, 
presentation and stakeholder engagement. 

The landscape of business environment has been 
changing at an increasingly rapid rate, and finance 
professionals must be able to keep pace with the 
changing environment. Never the less the role of 
finance professionals is vital in an organization's 
growth journey to ensure consistency and 
sustainability. The globalization of economy and 
the multifaceted permanently volatile business 
landscape present a challenging and riskier 
environment for business organizations. 
Stakeholders require greater assurance and 
confidence on the company and business 
management. This is why professionalism matters. 
In this regard, Cost & Management Accountants 
(CMAs) have a critical role to play in promoting 
high standards of professionalism and corporate 
behavior in businesses - it serves to protect the 
public interest, shareholders interest and the 
application of appropriate values and ethics is key 
to the success of financial management and to 
achieving sustainable value creation in the 
business.

The CMAs, having an increasingly critical role to 
play in the broader sustainability agenda, by 
designing and developing systems that help 
organizations capture real time information, and 
by reporting on sustainability issues in a 
transparent and meaningful way. In this way, 
CMAs are considered to be the central point to 
sustaining value creation in the long term survival 
of the business. Recent global economic crisis 
gave CMAs renewed focus and influence across 
organizations (not only in finance role), and 
heightened visibility of their role in sustaining the 
financial stability of organizations and the broader 
economy. The crisis placed the role of CMAs as 
integral to business survival and value 
preservation, and as a key ally to the Company 
Board.  Increasingly the responsibility of finance 
professionals in many sectors expanding, reaching 
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Continued globalization is presenting opportunities 
and challenges to those in and around the 
accountancy profession. The Cost & Management 
Accountants need to anticipate and accommodate 
emerging differences in business practices, 
geographies, roles, responsibilities and regulations 
and to develop the necessary technical knowledge, 
skills and ethics, in addition to displaying 
interpersonal behaviors and qualities. As 
harmonization of accounting and business 
standards increases, so is the need for teams that 
are multinational and culturally diverse. Being 
multilingual, understanding different countries and 
cultures, and having the interpersonal skills to work 
as part of and manage diverse teams has become as 
important as technical skills in the decisions made 
about recruitment and deployment. Future skills 
need by the finance professionals for their survival 
and success - existing and emerging trends on what 
is expected of CMAs and how they need to 
respond to changes and plan for action - including 
developing their professional skills for success. It 
identifies the technical and interpersonal skills and 
competencies which are the most important need, 
including where there are gaps currently, and those 
skills that are likely to become less important - in 
each of these technical areas: management 
accounting, audit and assurance, corporate 
reporting, financial management, strategic planning 
and performance management, tax, governance, risk 
management and ethics.

The CMAs of modern day need to develop and 
demonstrate the ability to combine their technical 
knowledge, skills and abilities with interpersonal 
behaviors and qualities. Developments in business, 
technology and politics, and throughout society, are 
creating an ever-changing 'new normal'. Those in 
and around the CMA profession must constantly 
scan the horizon to identify, assimilate and then 
plan for the current and emerging trends and 
drivers that will have most impact on the business 
environment, the practice of accountancy and the 
profession. Analysis indicates that some trends and 
drivers will be more significant than others across 
the business and profession and will, in varying 
degrees, affect some specific roles, specialisms and 
geographies. It is perhaps predictable that drivers 
resulting from increases in regulation and 
improvements in governance are expected to have 
the most significant impact on the profession over 
the near future. These drivers is directly or 
indirectly influence all areas of the profession and 
all accountants, from chief financial officers and 

senior audit partners, through to financial 
controllers and tax managers, and to accounts 
assistants and audit trainees - if to varying degrees. 
Similarly, most professional accountants will 
experience the influence of the rising profile of tax, 
greater emphasis on tax transparency, and increases 
in government tax action and information sharing. 
CMAs involved in tax advice, compliance, reporting, 
planning and risk management will be most keenly 
aware of these developments, as they must assess 
the associated technical, practical and ethical 
challenges and communicate these effectively to an 
increasing number of stakeholders.

The competencies of CMAs require four skills to 
acquire, which are: leadership skills, business skills, 
technical skills and peoples/communication skills as 
per the CGMA Competency framework. Over the 
decade, information technology has been passing 
through a transformational phases.  The UN SDGs 
are also affecting the business environment, the GRI 
and sustainable and environmental considerations 
are important to keep into account. This will need 
to be balanced with the ability to anticipate and 
accommodate the changes in business practices, 
geographies, roles, responsibilities and regulations 
that will emerge in next decades. As harmonization 
of accounting and business standards increases, so 
will the global mobility of qualified CMAs, along 
with the need to build ethnically and culturally 
diverse teams. Being multilingual, understanding 
different countries and cultures and how people 
interact with their colleagues, and having the 
interpersonal skills to manage and work with them, 
are expected to become as important as technical 
skills in decisions made about strategy and business 
development.

The future career track of future CMAs is in the 
process to transform from Chief Financial Officer 
(CFO) career track to Chief Performance Officer 
(CPO). In order to address the need of the time on 
skills attainment, CMAs must update their 
knowledge and skills in line with the global demand, 
so that, they could be more equipped, face the 
global challenge and do play their role as Chief 
Performance Officer (CPO) in the days ahead. Get 
ready future CMAs with Happy New Year 2017.

Naba Krishna Muni FCMA
Editor,  The Cost & Management
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Arif Khan FCMA
President, ICMA Bangladesh

At the very outset, I would like to remember the 
utmost sacrifice of the martyrs of our Liberation War 
who dreamt for freedom to choose our own path for 
economic and social prosperity with dignity and 
honour. 1971 was a defining period for the Bangalee 
nation which changed our entire way of living a life 
with respect. After 45 years of collective efforts, we all 
know that our beloved Bangladesh is marching forward 
with inclusive economic growth which is demonstrated 
in attaining our status as a lower middle income 
country. At this juncture, let us all pray for the martyrs 
soul so that they rest in peace.

End of a successful year: 2016 was a year of 
academic excellence, professional branding, enhancing 
the overall capacity of management team of ICMAB, 
higher liaison with Government, Ministry, regulators 
and other important stakeholders including the 
employers. Moreover, the Best Corporate Award 2015 
elevated the image of the profession to new height as 
demonstrated from the overall engagement of various 
corporate entities in general and the media in 
particular. The month long media presence of our 
awardee's with ICMAB logo made a huge impact on 
CMA branding and also confirms that the ICMAB Best 
Corporate Award has now been treated as one of the 
most prestigious accolade by the entire business 
community. Our Continuous Professional Development 
(CPD) programs emerged as real learning sessions for 
our members across the country and globe, as in many 
occasions those learning sessions were telecasted live 
providing opportunities to our members to participate 
from anywhere in the World on real time basis.

Cost Audit related advancement were in the forefront 
of our all kinds of planning to enhance the practicing 
opportunities for our members. For the first time, your 
institute adopted and published 23 Cost Accounting 
Standards which included Bangladesh among very few 
countries of having such standards including USA, 
Canada and India.

Furthermore, ICMAB's entire operational system has 
now been transformed into a digital platform by 

implementing an Enterprise Recourse Planning (ERP) system which has 
significantly improved the service delivery capacity of the institute to 
various stakeholders including students, members, councillors, regulatory 
bodies and auditors. 

End of a even more successful 3 years term: ICMAB's advocacy for 
adopting Financial Reporting Act (FRA) by the Government was well 
accepted by the entire stakeholders, specially the government machinery 
and the investing community. During the last three years a good number of 
practicing opportunities came into effect which will surely usher in a new 
era for  the Cost & Management Accountants in Bangladesh. Overall 
governance and management capacity of the institute has been significantly 
improved through adopting a new organogram and revision of work flow 
within the organization. 

During this time, your institute has organised first ever CFO conference in 
the country engaging all important participants. Refurbishing of ICMAB 
building in Dhaka, construction of a mosque with wide car parking facilities, 
enhancing various facilities in the library, classroom and executives office 
environment with modern furniture as well as air conditioning system 
were among few in the development spree at ICMAB. 

Upgrading the syllabus with new career pack and adopting the policy of 
student enrolment with 12 years schooling has resulted in higher number 
of new comers in ICMAB, which I personally believe will have far reaching 
impact in the days to come. 

CMAs true advancement is in the offing as we engage heavily in 
the overall development of Bangladesh: During the last three years, 
our engagement with various stakeholders increased manifold: be it 
economic forum, investors' forum, Government and Regulators, media and 
general people of all segment of the society. Specially, corporate sector has 
been engaging more CMAs in their Journey Towards Excellence. Your 
community is now ready to show the nation that how catalyst they can be 
in improvement of corporate governance, enabling the corporate board to 
shape the future and becoming the partner of preference in the economic 
and social development of our beloved Bangladesh. At this historic juncture 
of CMA profession, we must not compromise with integrity; greed should 
never overtake the sense of good. As we all know, in many occasions, 
accounting profession could not perform the fiduciary responsibility to the 
stakeholders, we have to work collectively to restore the trust and 
confidence of common people.

Knowledge is Power: Let the coming years be years of attaining 
academic and professional Excellence as we know knowledge is power. We 
have seen how knowledge based economy is surpassing the resource based 
economy. Top 100 fortune companies is a clear demonstration that how 
knowledge is creating more value for shareholders as well as for the 
society and even for the globe. Success of Google, Microsoft, Apple, 
Amazon, Facebook etc. only few to name in this knowledge based 
transformation. Let us all move out of our comfort zone and stretch 
ourselves in the new territory of our ability to do good for the society.  In 
this journey, ethics should be the cornerstone of being successful as Cost 
& Management Accountant.

Let us all unite together with the feeling of fraternity and build a World 
Class CMA profession.

Let the new year usher in new hope for a better and equitable Bangladesh 
for which our martyrs supreme sacrifice aimed for. Let us all, at least give 
our best, to repay our indebtedness to those millions who dreamt to see 
Bangladesh as a true winner.

Wishing you and your family members Happy and Prosperous New Year 
2017!
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Abstract

The aims of this paper is to identify current situation of inventory valuation and compliance of IAS-
2 in Bangladeshi manufacturing industries. As a population study considers 09 manufacturing 
industries which is consists of 130 organizations out of which 60 manufacturing organizations were 
selected as sample on the basis of five years listed in Dhaka Stock Exchange. Study results revealed 
that in case of Raw materials and WIP valuation significant number of manufacturing organizations 
were used weighted average costing method (48.5%) followed by LCM/net realized value (30%), 
while finished good valuation about 85% of manufacturing organizations were used LCM/net 
realized value methods. At 5% significant level test of hypothesis result shows t-value (42.176) is 
significantly higher than test value, which is indicated that manufacturing organizations are fully 
compliant of IAS-2 in valuation of inventory. Compliance of International accounting standard (IAS) 
in manufacturing industries encourage fair value accounting for financial reporting purpose as well 
as ensure fully compliance of IFRS as well.

Keywords: IAS-2, inventory valuation, LCM, FIFO, Fair Value, compliance and non-compliance.
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inventory, it is pertinent to have an "information 
model" as a result of the obvious fact that if stock 
matters (receipts, issues and controls) are not 
properly handled, it would go a long way to 
jeopardize the financial status (liquidity) as well as 
the profitability position of the firm (Morgan, 2007). 

2. Literature review
2.1 Introduction 
Inventory problems are as old as history itself; but 
it was the turn of the 17th century that attempts 
were made to employ analytical techniques in 
studying these problems. The initial impetus for the 
use of mathematical methods in inventory analysis 
seems to have been supplied by the simultaneous 
growth of manufacturing industries and the various 
branches of engineering, especially industrial 
engineering (MORGAN, 2012). 

Inventory decisions directly affect the value of cost 
of goods sold and consequently play a pivotal role 
in determining the reported earnings of a company 
(Haruhiko et.al, 2008). As a result, a thorough 
analysis of inventory valuation and related accounts 
can provide a basis for assessing the financial 
position of a firm (Gokarn, 2010).

Inventory accounting is one of the topics to be 
discussed as the U.S. contemplates adopting 
International Financial Reporting Standards (IFRS). 
The main goal of IFRS is to enhance investor 
comparability of firms by adopting one set of 
accounting standards (Romeo, 2008).

Inventory are goods in which the business 
normally deals that are held with intention of 
resale. They may be finished goods, partly finished 
goods or raw materials awaiting convention into 
finished goods which will then be sold (Sangster, 
2008).

According to Walter (2009:67) inventory consist of 
goods held for resale of consumers, partially 
completed goods in production, materials and 
supplies used in production. Inventory items are 
acquired and sold continuously in merchandising 
business or acquired, placed in production, 
converted into finished product and sold in a 
manufacturing business.

According to international financial reporting 
standard (IFRS), inventories are assets

v Held for sales in the ordinary course of 
business,

v  In the process of production for such sale; or
v In the form of materials or supplies to be 

1. Introduction
Inventory valuation methods has significant impact 
on financial statement of the organization. Without 
accurate inventory valuation methods can cause 
either understated or overstate net profit for the 
company and also impact on the amount of tax 
payment by the organization (Askew, 2012). 

Inventory valuation allows companies to provide a 
monetary value for items that make up their 
inventory (stock). Inventories are usually the 
largest current asset of a business and are as 
important as funds (cash). It is a form of fund tied 
up in assets (current assets). It's proper or 
accurate measurement or valuation cannot be 
overlooked as it forms a greater percentage of an 
enterprise's current assets in particular and a total 
asset in general (Fink, 2008).

Level of inventories differ from industry to 
industry. Holding inventory significantly affected by 
nature of production process, product attributes, 
market demands, raw material used in the 
production process. 

For manufacturing companies, inventories usually 
represent approximately 20 to 60 percent (%) of 
their assets (Morgan, 2007). If inventory is not 
properly valued, it may result that expenses and 
revenue not be properly matched and a company 
could make poor business decisions that will affect 
the company's profit.

Inventory in manufacturing company or concern 
comprises of the following components: Raw 
materials inventory, Work-in-progress (semi- 
finished goods) inventory and finished goods 
inventory (Muthupandian, 2008).

However, selection of inventory valuation 
technique is momentous for the organization due 
todifferent techniques or methods in the valuation 
of inventories produce different values of 
inventory.

Inventory valuation method used by an enterprise 
is determined by a number of reasons, these 
include inflation, differences in quantity discounts, 
frequent changes in prices of commodity, buying 
from different suppliers and also the nature of 
items or product and to some extent selection be 
influenced by the management policy of the 
organization as well (Barth, 2008).

Manufacturing companies have a high level of raw 
material inventory and semi-finished goods 
inventory as it is found in the grocery stores. 
Considering the large sums of money tied up in 
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consumed in the production process or in the 
rendering of services. Inventories encompass 
goods purchased and held for resale 
including, for example, merchandize purchase 
by retailer and held for resale, or land and 
other property held for resale. Inventories 
also encompass finished goods produced, or 
work in progress being produced, by the 
entity and include materials and supplies 
awaiting use in the production process.

2.2 Development of IAS-2 Inventories:
Since establishment to till, IAS-2 goes through a 
substantial development process, as shown in 
Appendix-A: on the basis of situational 
requirements. Over the period development of 
IAS-2 ensures standardized reporting of inventory 
value in the financial statement regardless of nature 
of business.

IAS-2 requires that the amount at which inventory 
is stated in periodic financial statements should be 
the total of the lower of cost and net realizable 
value of the separate items of inventory or of 
groups of similar items. The standard also 
emphasizes the need to match costs against 
revenue, and it aims, like other standards, to 
achieve greater uniformity in the measurement of 
income as well as improving the disclosure of 
inventory valuation methods. 

To an extent, IAS-2 relies on management to 
choose the most appropriate method of inventory 
valuation for the production processes used and 
the company's environment. Various methods of 
valuation are theoretically available, including FIFO, 
LIFO and weighted average or any similar method 
(IONESCU, 2014). In selecting the most suitable 
method, management must exercise judgment to 
ensure that the methods chosen provide the 
fairest practical approximation to cost. IAS 2 does 
not allow the use of LIFO because it often results 
in inventory being stated in the statement of 
financial position at amounts that bear little 
relation to recent cost levels (Muckstadt, 2010).

2.3 Recognition and
measurement of inventory

IAS-2 requires inventories to be measured at the 
lower of cost and net realizable value on an item 
by item basis.

Cost of inventory

The cost of inventories is the aggregation of the:
l  Costs of purchase (e.g. purchase price, import 

duties, transportation and handling costs) net 
of trade discounts and rebates

l  The costs of conversion into finished 
products (e.g. labor and production overhead 
costs)

l  Other costs in bringing the inventories to 
their present location and condition 
excluding the cost of abnormal wastage, 
storage, administration and selling.

The cost of inventories may be approximated using 
the standard cost method (cost of inventories 
estimated based on normal operating activity) or 
the retail inventory method (cost of inventories 
estimated based on reducing the sales value by the 
appropriate gross margin).

The cost of inventories of items that are not 
ordinarily interchangeable and goods or services 
produced and segregated for specific projects shall 
be assigned by using specific identification of their 
individual costs.

The assignment of the cost of inventories to 
inventory items is to be done by using either the 
first-in first-out (inventory items on hand at the 
end of the period are assigned the cost of those 
items most recently purchased or produced) or 
weighted average cost formula (inventory items on 
hand at the end of the period are assigned the 
weighted average of the cost of those items on 
hand at the beginning of the period and those 
produced or purchased during the period) (Timothy 
et. al., 2013).

2.4 Net realizable value
Inventories are usually written down to net 
realizable value item by item. In some 
circumstances, however, it may be appropriate to 
group similar or related items.

Estimates of net realizable value are based on the 
most reliable evidence at the time the estimates 
are made, of the amount the inventories are 
expected to realize. These estimates also take into 
consideration the purpose for which the inventory 
is held.

Materials and other supplies held for use in the 
production of inventories are not written down 
below cost if the finished products in which they 
will be incorporated are expected to be sold at or 
above cost.
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A new assessment is made of net realizable value 
in each subsequent period. When the 
circumstances that previously caused inventories 
to be written down below cost no longer exist or 
when there is clear evidence of an increase in net 
realizable value because of changed economic 
circumstances, the amount of the write-down is 
reversed so that the new carrying amount is the 
lower of the cost and the revised net realizable 
value.

2.5 Valuation of inventory 
The basis of accounting for inventories is cost. This 
straightforward concept is frequently complicated 
by the entity's inability to match actual cost flow 
with specific physical units. US GAAP allows many 
ways (e.g., retail method) to measure the cost of 
inventory. The three basic and most popular 
methods are: 1) first-in, first-out (FIFO), 2) last-in, 
first-out (LIFO), and weighted average. Once the 
cost is measured, then the LCM rule is applied to 
the result to determine the monetary amount to 
be reported in the financial statements (AICPA, 
2012).

The LCM rule represents an application of the 
concept of conservatism which has been one of 
the dominant approaches used in forming and 
applying accounting rules under US GAAP 
(Haverals, 2010). It is a practical attitude that 
attempts to avoid overstating assets and net 
income in the event of uncertainty. Conservatism 
is not an accounting principle but Conservatism, as 
used by many practicing accountants, is to record 
anticipated losses now and defer gains until 
realized. A conservative approach was used in 
forming the LCM rule.

The application of LCM uses a conservative 
approach in an attempt to measure loss of value in 
the period in which it occurs. It compares 
inventory cost (i.e., value) as recorded on the 
financial books regardless of the method (e.g., 
LIFO, FIFO) used with market value. The term 
"market, for this purpose, is defined as current 
replacement cost not to exceed a ceiling of net 
realizable value (selling price less costs of 
completion and disposal) or be less than a floor of 
net realizable value less a normal profit margin" 
(Doupnik, 2012).

The LCM acts as a conservatively approached 
"safety valve" by recording anticipated losses 
currently and deferring gains until realized. IFRS 
inventory rules are less conservative than US 
GAAP inventory rules. Four significant differences 

separate US GAAP from IFRS. First, IFRS allows 
the use of the FIFO and weighted average 
methods, but LIFO is not permitted. Second, IFRS 
applies the lower of cost or net realizable value. 
Third, the historical inventory "cost" is used in 
applying the lower of cost or net realizable value 
over the entire period that the inventory is held. 
Fourth, write-downs are reversed as selling prices 
rise. Over the life of an entity, US GAAP and IFRS 
result in the same amount of expense (and profit) 
reaching the income statement (SEC, 2010). 
However, the inventory and cost of goods sold 
balances in any given period can differ dramatically. 
US GAAP standard setters have taken a similar 
conservative approach with respect to asset (e.g., 
Goodwill) impairment issues. Unlike IFRS, reversals 
of impairments are not permitted.

As mentioned above, IFRS inventory rules do not 
permit the use of LIFO. In a survey done by the 
AICPA breaking down the usage of LIFO by 
industry, 53 percent and 44 percent of surveyed 
firms in the 'motor vehicles and parts' industry 
used LIFO in 2006 and 2007 respectively (AICPA, 
2012) Despite the downward trend in LIFO use, a 
high percentage of firms in this industry have 
historically been valuing inventories using FIFO and 
therefore were more prone to having to make a 
write-down decision (Manuel et. al., 2012). 

LIFO, as used in the US, is largely driven by a rather 
complex set of income tax rules as developed for 
the US and published as part of the US Internal 
Revenue Code (Jr, 2014). As of the year 2013, there 
is no international LIFO conformity rule (Wahlen 
et.al., 2013)

Although there are lots of methods of inventory 
valuation, enterprises are restricted to some 
degree in the choice of pricing method in terms of 
inventory ex-factory, no matter in which country's 
accounting system or the IAS - 2.

Inventory management policies of an enterprise 
need to be specified according to the enterprise's 
own characteristics. Pricing method in issuing 
inventory is closely related to the enterprise 
inventory management, so it's quite necessary to 
choose a method that corresponds to the 
characteristics of inventories in an enterprise (Lan, 
2011). The majority of enterprises, using FIFO 
method and weighted average method by 
considering the characteristics of inventory itself 
can simplify the pricing procedure and reduce the 
enterprise cost to some degree (Augustine & Agu, 
2013)

Compared with other methods, the FIFO method 
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is closer to the actual flow of products for most 
enterprises. Therefore, the FIFO method is more 
suitable for the actual flow of inventory, which 
benefits the management of the inventory in the 
enterprises and makes the inventory balance 
closer to the market value. But the actual usage of 
the FIFO method is much less frequent than that 
of the Weighted Average method.

The following table shows that the division of 
choices of issued inventory valuation methods of 
the listed enterprises of various countries in 2009. 
From the table, we can see that in the choices of 
issued inventory valuation methods, the number of 
choosing the Weighted Average method is clearly 
lager than that of choosing the FIFO method. 

Recent development in inventory valuation, 
inventories are initially recognized at cost. Cost of 
inventories includes import duties, non-refundable 
taxes, transport and handling costs and any other 
directly attributable costs less trade discounts, 
rebates and similar items (Stephen et.al., 2011).

Inventories are valued at the lower of cost and net 
realizable value (NRV). NRV is the estimated selling 
price in the ordinary course of business, less the 
estimated costs of completion and estimated 
selling expenses (Barlev & Haddad, 2007).

Hence, this research work is a step towards 
understanding different inventory valuation 
techniques used by manufacturing organization in 
Bangladesh also highlight the necessity of choosing 
and adopting appropriate inventory valuation 
methods for manufacturing industry of financial 
reporting purpose.

3. Statement of the problem
For a long time now the accounting profession has 
not been able to come up with any particular 

techniques to be used uniformly in valuing 
inventories. Various accounting bodies strongly 
recommend one method or the other (Ball, 2006). 

However, each body or organization purports 
being consistent with the use of certain valuation 
methods yet some companies adopt the method 
which gives them advantage over any other 
recommended method.  The problem in achieving a 
statutory consensus compliance method in the 
administration of inventory valuation by 
manufacturing industry has persisted.  Hence, the 
research is a step towards understanding inventory 
valuation methods adopted by different 
manufacturing industries in Bangladesh in 
accordance with IFRS (IAS-2).

4. Objective of the study
The broad objective of this study is to see the 
status of IAS-2 in manufacturing organization of 
Bangladesh.

The specific objectives are;

Identification of IFRS-(IAS-2) compliance and non-
compliance organization

Identifying the area of compliance and non-
compliance 

5. Methodology of the study:
Population and sample farm of the Study:

The population for the study consists of 09(nine) 
manufacturing industries having 130 different 
organizations who are listed in Dhaka stock 
exchange.

Sample Size and Sampling Technique:

A Sample of 60 manufacturing organizations were 
selected from population on the basis of their 
listing period in Dhaka Stock Exchange. In this 
research, selection criteria was fixed as 
organization to be considered as sample if it is 
found that organization having listed at least for 

Australian  	 6	 9	 2	 17
British  	 10	 11	 2	 23
China  	 1	 25	 1	 27
France  	 5	 15	 7	 27
Germany  	 4	 10	 2	 16
Italy  	 1	 7	 0	 8
New Zealand  	 9	 6	 1	 16
Sweden  	 7	 0	 0	 7
Switzerland  	 3	 5	 1	 9
Spain	 0	 3	 1	 4
Other European	 13	 10	 2	 25
countries
Total Number	 59	 101	 19	 179

Source: Chuanqi, 2011, Research on Accounting Cultural Background of
            Global Convergence of Accounting Principles

Country FIFO Weighted
average

Combination
of  Two

Methods

Total
Number

	 	 Population	 Sample
	 Pharmaceuticals	 26	 13
	 Textile 	 34	 15
	 Food	 18	 9
	 Ceramic 	 5	 4
	 Cement 	 7	 6
	 Fuel And Power 	 16	 6
	 Real Estate 	 3	 2
	 Tannery 	 5	 4
	 Jute 	 3	 1
	 Total	 130	 60
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5years period in Dhaka stock exchange. The 
point to be mentioned here that a number of 
manufacturing companies do not considers as 
sample due to unavailability of financial 
information and in some cases it is found that 
group of companies published only consolidated 
financial statement in the name of parent 
companies which create difficulties for getting 
segregated information for respective 
companies, eventually reduce the possibilities of 
sample selection for this research.

In case of compliance test among manufacturing 
organizations, here we considers those 
organizations are fully compliance by IAS-2, who 
does not change their inventory valuation 
techniques for three years period of last five 
years as consider research period and non-
compliance consider those organizations who 
changes their inventory valuation techniques 
frequently.

Development of hypothesis:

Null Hypothesis (H0): There is no compliance of 
IAS-2 in manufacturing organizations 

Alternative Hypothesis (H1): There is compliance 
of IAS-2 in manufacturing organizations

6. Data Analysis and Findings 
Application of IAS-2 in valuation of inventory is differ 
from industry to industry, manufacturing industry 
inventory consists of Raw materials, WIP, Finished 
goods and Valuation of inventory consists of Raw 
Materials, WIP and Finished Goods. 

6.1 Valuation of Raw material and WIP
From Table -01: it is manifested that in valuation of 
raw material and work-in-progress (WIP) by 
manufacturing organizations different inventory 
valuation methods were used in the regard. It is 
observed from the table that since different 
categories of raw material are used in the production 
process in different industries such characteristics 
input influence significantly on selection of inventory 
valuation techniques and which is  differ significantly 
from one industry to another. From Table -01: it is 
also found that significant number of manufacturing 
industries used weighted average costing methods 
for valuation of raw material and WIP. In Textile 
industry about 53.3% organizations used weighted 
average costing and 40.0% organizations used Net 
realized value, simultaneously in food industry 44.4% 
organization used weighted average costing while 
44.4% organizations used net realized value. 

Pharmaceuticals	 Frequency  	 1	 0	 7	 3	 1	 1	 13
	 % Within Industry	 7.7%	 0.0%	 53.8%	 23.1%	 7.7%	 7.7%	 100.0%
	 % Within RAW MATERIAL, WIP	 50.0%	 0.0%	 24.1%	 16.7%	 100.0%	 14.3%	 21.7%
Textile	 Frequency 	 1	 0	 8	 6	 0	 0	 15
 	 % Within Industry 	 6.7%	 0.0%	 53.3%	 40.0%	 0.0%	 0.0%	 100.0%
 	 % Within RAW MATERIAL, WIP	 50.0%	 0.0%	 27.6%	 33.3%	 0.0%	 0.0%	 25.0%
Food	 Frequency 	 0	 0	 4	 4	 0	 1	 9
	 % Within Industry	 0.0%	 0.0%	 44.4%	 44.4%	 0.0%	 11.1%	 100.0%
	 % Within RAW MATERIAL, WIP	 0.0%	 0.0%	 13.8%	 22.2%	 0.0%	 14.3%	 15.0%
Ceramic	 Frequency	 0	 0	 3	 1	 0	 0	 4
	 % Within Industry	 0.0%	 0.0%	 75.0%	 25.0%	 0.0%	 0.0%	 100.0%
 	 % Within RAW MATERIAL, WIP	 0.0%	 0.0%	 10.3%	 5.6%	 0.0%	 0.0%	 6.7%
Cement	 Frequency	 0	 0	 3	 2	 0	 1	 6
 	 % Within Industry	 0.0%	 0.0%	 50.0%	 33.3%	 0.0%	 16.7%	 100.0%
 	 % Within RAW MATERIAL, WIP	 0.0%	 0.0%	 10.3%	 11.1%	 0.0%	 14.3%	 10.0%
Fuel And Power	 Frequency	 0	 0	 1	 1	 0	 4	 6
 	 % Within Industry	 0.0%	 0.0%	 16.7%	 16.7%	 0.0%	 66.7%	 100.0%
	 % Within RAW MATERIAL, WIP	 0.0%	 0.0%	 3.4%	 5.6%	 0.0%	 57.1%	 10.0%
Real Estate	 Frequency	 0	 1	 1	 0	 0	 0	 2
 	 % Within Industry	 0.0%	 50.0%	 50.0%	 0.0%	 0.0%	 0.0%	 100.0%
 	 % Within RAW MATERIAL, WIP	 0.0%	 33.3%	 3.4%	 0.0%	 0.0%	 0.0%	 3.3%
Tannery	 Frequency 	 0	 2	 1	 1	 0	 0	 4
 	 % Within Industry	 0.0%	 50.0%	 25.0%	 25.0%	 0.0%	 0.0%	 100.0%
	 % Within RAW MATERIAL, WIP	 0.0%	 66.7%	 3.4%	 5.6%	 0.0%	 0.0%	 6.7%
Jute	 Frequency	 0	 0	 1	 0	 0	 0	 1
	 % within industry	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 0.0%	 100.0%
 	 % within RAW MATERIAL, WIP	 0.0%	 0.0%	 3.4%	 0.0%	 0.0%	 0.0%	 1.7%
Total	 Frequency 	 2	 3	 29	 18	 1	 7	 60
 	 % within industry	 3.3%	 5.0%	 48.3%	 30.0%	 1.7%	 11.7%	 100.0%
 	 % within RAW MATERIAL, WIP	 100.0%	 100.0%	 100.0%	 100.0%	 100.0%	 100.0%	 100.0%

industry  * RAW MATERIAL, WIP
RAW MATERIAL, WIP Total

No 
Specification

FIFO AVERAGE LCM/ NET 
REALIZED

FAIR 
VALUE

AT COST

IN
D
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It is also obvious from the above that is Figure-
01: exhibits the different inventory valuation 
methods used by different manufacturing industry 
for valuation of raw material and work in progress.

It is observed from Figure - 01: that significant 
number of organizations used weighted average 
costing method (48.30%) followed by 30% of total 

manufacturing organization used LCM/net realized 
value for valuation of inventory in financial 
reporting purpose. It is also found that 12% of 
manufacturing organizations value their inventory 
(raw material and WIP) according to at cost 
principles, only 2% manufacturing organizations do 
not disclosed inventory valuation methods in their 
financial statements.

6.2 Valuation of finished goods 
Finished goods inventory in manufacturing industry 
consists of significant portion of total inventory 
value. Considering significance of finished goods 
inventory, it is essential for every manufacturing 
organizations need to put concentration on 
valuation of finished goods inventory. 

It is obvious from above Table - 02: that in case of 
finished goods inventory valuation significant 
number manufacturing organizations consider 
LCM/net realized value techniques rather than 
others. It is found from study that is out of 09 
manufacturing industry 06 manufacturing industry 
shows 100% compliance of IAS-2 by applying widely 
accepted inventory valuation techniques of Lower 
Cost or Market Value (LCM)/ net realized value.

Pharmaceuticals	 Frequency	 1	 0	 1	 10	 1	 0	 13
 	 % Within Industry	 7.7%	 0.0%	 7.7%	 76.9%	 7.7%	 0.0%	 100.0%
 	 % Within Finished Goods	 50.0%	 0.0%	 50.0%	 19.6%	 100.0%	 0.0%	 21.7%
Textile	 Frequency	 1	 0	 1	 13	 0	 0	 15
	 % Within Industry	 6.7%	 0.0%	 6.7%	 86.7%	 0.0%	 0.0%	 100.0%
	 % Within Finished Goods	 50.0%	 0.0%	 50.0%	 25.5%	 0.0%	 0.0%	 25.0%
Food	 Frequency	 0	 0	 0	 9	 0	 0	 9
 	 % Within Industry	 0.0%	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 100.0%
 	 % Within Finished Goods 	 0.0%	 0.0%	 0.0%	 17.6%	 0.0%	 0.0%	 15.0%
Ceramic	 Frequency 	 0	 0	 0	 4	 0	 0	 4
 	 % Within Industry	 0.0%	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 100.0%
 	 % Within Finished Goods	 0.0%	 0.0%	 0.0%	 7.8%	 0.0%	 0.0%	 6.7%
Cement	 Frequency	 0	 0	 0	 6	 0	 0	 6
	 % Within Industry	 0.0%	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 100.0%
	 % Within Finished Goods	 0.0%	 0.0%	 0.0%	 11.8%	 0.0%	 0.0%	 10.0%
Fuel And Power	 Frequency	 0	 2	 0	 2	 0	 2	 6
	 % Within Industry	 0.0%	 33.3%	 0.0%	 33.3%	 0.0%	 33.3%	 100.0%
	 % Within Finished Goods 	 0.0%	 100.0%	 0.0%	 3.9%	 0.0%	 100.0%	 10.0%
Real Estate	 Frequency	 0	 0	 0	 2	 0	 0	 2
	 % Within Industry	 0.0%	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 100.0%
 	 % Within Finished Goods	 0.0%	 0.0%	 0.0%	 3.9%	 0.0%	 0.0%	 3.3%
Tannery	 Frequency 	 0	 0	 0	 4	 0	 0	 4
	 % Within Industry 	 0.0%	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 100.0%
	 % Within Finished Goods 	 0.0%	 0.0%	 0.0%	 7.8%	 0.0%	 0.0%	 6.7%
jute	 Frequency 	 0	 0	 0	 1	 0	 0	 1
	 % Within Industry 	 0.0%	 0.0%	 0.0%	 100.0%	 0.0%	 0.0%	 100.0%
	 % Within Finished Goods	 0.0%	 0.0%	 0.0%	 2.0%	 0.0%	 0.0%	 1.7%
Total	 Frequency 	 2	 2	 2	 51	 1	 2	 60
	 % Within Industry	 3.3%	 3.3%	 3.3%	 85.0%	 1.7%	 3.3%	 100.0%
	 % Within Finished Goods	 100.0%	 100.0%	 100.0%	 100.0%	 100.0%	 100.0%	 100.0%

industry  * FINISHED GOODS  Cross tabulation
FINISHED GOODS Total

No 
Specification

FIFO Average Lcm/Net 
Realized

Fair Value At 
Cost
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No Specification

Fifo

Average

Lcm/Net Realized

Fair Value

At Cost

3.30%11.70% 5.00%

48.30%30.00%

1.70%

No Specification

Fifo

Average

Lcm/Net Realized

Fair Value

At Cost

3.30%1.70% 3.30%

85.00%

3.30%3.30%

Figure - 01: valuation methods used for valuation of Raw Material and WIP

Figure - 02: valuation methods used finished goods inventory valuation
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From above Figure - 02: it is manifested that 85% of 
total manufacturing industry used Lower cost or market 
(LCM)/ net realized value technique for valuation of 
finished goods inventory. Although LCM is widely 
accepted for financial reporting purpose according to 
IFRS (IAS-2) but in this study you found that about 15% of 
total manufacturing industry  used different inventory 
valuation methods like 3.3% used Weighted average 
costing method, followed by FIFO 3.3%, at cost 3.3%.  It is 
also found that 1.70% of total manufacturing organizations 
do not specify their inventory valuation methods.

6.3 Test of hypothesis
In order to establish relations between compliance and 
non-compliance of IAS-2 in manufacturing organizations. 
Here, test of hypothesis was conducted considering 
significant level 5%. From Table - 03: test results shows 
there is significant relations between compliance of IAS-
2 in manufacturing organization for valuation of 
inventory. 

From the above, it is obvious that t-value (42.176) is 
significantly higher that test value at 5% level of 
significant which is indicated that Bangladeshi 
manufacturing organizations shows fully compliance of 
IAS-2 in the connection of inventory valuation for 
financial reporting purpose.

7. Findings and Conclusion 
Use of inventory valuation techniques across 
manufacturing industries in Bangladesh differ from one 
manufacturing industry to another. Selection of 
valuation methods defined by the nature of final 
products and materials used in the production process 
as well. In case of Raw material and WIP inventory 
valuation, it is observed from this study that 48.30% of 
manufacturing organizations prefer to use weighted 
average costing method followed by 30% of 
manufacturing organization prefers to use Lower cost 
and market/net realized value. But for the purpose of 
financed good inventory valuation, significant number of 
organization (85%) prefersLower cost and market/Net 
Realized value followed by weighted average cost and at 
cost (invoice price). Such use of various inventory 
valuation methods do not provide uniformity in the 
connection of inventory reporting in financial 
statements.

Although it is established from analysis that 
there are different inventory valuation 
methods are used by different industries for 
valuation of raw materials, WIP and finished 
goods in order to put inventory value in 
financial statement. In the question of 
compliance or non-compliance of IAS-2, test 
results shows fully compliance in inventory 
valuation and reporting regardless of 
manufacturing industries in Bangladesh. 

In the aspect of issued inventory valuation 
methods in manufacturing organizations.In 
recent years, new inventory valuation 
methods have been put forward constantly, 
many of which have integrated the strength of 
several methods such appearance of new 
methods makes the inventory valuation has 
more choices and lays the foundation for 
more reasonable inventory valuation methods 
which adhere to the current economic 
situation.

In this connection, we have to constantly 
improve the accounting standards, letting 
them be more compatible with the current 
development of international accounting 
standard which is widely acceptable by 
ensuring fair disclosure of financial statement. 
Companies are required to report their 
inventories at the lower of cost or market, in 
order to ensure compliance of International 
Financial Reporting Standard (IFRS).

8. Issues for Future Research
Since, it is apparent from this study that is 
inventory reporting differ due to use of 
various valuation methods by manufacturing 
organization. Reporting of inventory value has 
immense impact on operating performance 
because higher inventory value as closing 
stock increase operating profit for the 
organization and vice-versa. So further study 
can be done focusing to assess relationship 
between compliance of IFRS (IAS-2) and 
reported profitability of the organization.

Test Value = 0

t df Sig.
(2-tailed)

Mean
Difference

95% Confidence Interval of
the Difference

Lower Upper
compliance or	 42.179	 59	 .000	 1.867	 1.78	 1.96
non-compliance

Table - 03: One-Sample Test

In investing, what is comfortable 
is rarely profitable.

- Robert Arnott
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Abstract

Corporate Social responsibility (CSR) is growing phenomenon in the corporate world today and has 
become a buzzword. The authors believe that the employees and the customers are the two key 
stakeholders of a company.  This paper makes an attempt to peep into the CSR culture and practice of 
Commercial Bank of Bangladesh and seeks to unfold the level of awareness of CSR among the 
employees and the perceptions of the employee and customers toward CSR activities undertaken by 
the Commercial Bank of Bangladesh. The study has covered primary data. Chi-Square (X2) Test have 
been performed to test the statistical significance of the parameters at 5 % level of significance. This 
study revealed that one third of employees and half of customers have across the term CSR before 
this study. 65.9 % of employees and 63.6 % of customer understand CSR as Peripheral development 
works, engaging in environmental protection, giving charity/Donations. As high as 62.7 % of employees 
and 60 % of Customer believe that main motive of CSR expenditure is the responsibility and right 
things to do, as an obligation. Most interesting things are that one forth of executive and half of non-
executive employees of the commercial Bank of Bangladesh never involved in CSR activities. Fifty 
percent of the customers are never engagement in developments activities by commercial Bank of 
Bangladesh. Future research may be conducted on stakeholder's perception of CSR in Bangladesh, a 
comparative or cross-national CSR practices and relationship between CSR and financial decision 
making in the corporate sector.

Keywords: Corporate Social Responsibility (CSR), Employees, Customers, Commercial Banks.
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Introduction:
The concept of Corporate Social Responsibility 
(CSR) and its significance has drawn the attention 
of the corporate leaders of the world (Jamali & 
Mishrak, 2007). It is a much discussed topic among 
the industry and academic circle today; and 
literature has grown in size over the last 30 years 
or so (Gray, 2001). Many corporations encourage 
employees to write about their community 
services in the annual evaluation report and also 
expect potential employees to be active in the 
annual evaluation report and also expect potential 
employees to be active in the community and to 
show leadership (Tripathy & Rath, 2011). In 
Bangladesh, CSR is not just viewed as an 
opportunity to build a corporate image and 
character, but also to demonstrate the human face 
of businesses.

The importance  of  CSR  has  become  an  
important  issue  for  banks  to  address  ahead  of  
corporate scandals in the  beginning of the century, 
which have had resulted in a side in the level of 
trust that they used to enjoy (Bdour, Ellisha, & Lin, 
(2010). Commercial Bank usually involve in 
peripheral development i.e. Education, Health, 
Environment, Culture and Heritage, Sports, 
Disaster management and others (Ahmed, 2013).

Corporate social responsibility is basically a 
concept whereby companies decide voluntarily to 
contribute to a better society and a cleaner 
environment. Corporate social responsibility is 
represented by the contributions undertaken by 
companies to society through its business activities 
and its social investment. This is also to connect 
the Concept of sustainable development to the 
company's level. The system of providing 
information may vary from company to company, 
country to country (Azim et al. 2011) but the 
common media of providing information is financial 
statement.

Literature Review of the Study:
The Concept of
Corporate Social Responsibility

Bowen (1953) has been acknowledged as the first 
scholar to have written a manuscript on the topic 
of corporate responsibilities (Carroll, 1979; 
Wartick and Cochran, 1985). Bowen (1953) 
claimed that businesses have the obligation to 
"pursue those policies, to make those decisions, or 
to follow those lines of action which are desirable 
in terms of the objectives and values of our 

society" (p. 6). CSR as a concept means being 
ethical towards stakeholders, i.e., not harming or 
hurting any stakeholder (Carrol, 1979; Sethi, 1979; 
Waddock, 2004; Wood, 1991 and Jones, 2005).CSR 
has a dominant goal to better the condition of 
various stakeholders (Steiner, 1972; Sethi,1979; 
Riordan et al., 1997; Fukukawa & Moon, 2004; and 
Waddock, 2004). The notion of CSR being a social 
obligation was first advocated by Carroll (1979, in 
Maignan and Ferrell, 2004). Carroll's (1999) CSR 
pyramid, one of the best-known CSR models, 
presents company's social obligations as 
comprising economic, legal, ethical and 
philanthropic responsibilities. Corporate social 
responsibility refers to the "obligations that 
companies have to integrate environmental and 
social parameters into their modus operandi and 
long-term development policies" (Swaen & 
Chumpitaz, 2008, p. 7; Persais, 2002). As Corporate 
Social Responsibility (CSR) generally refers to the 
social and environmental consciousness of the 
firm, CSR has been identified as a macro-level 
activity that has macro level consequences 
(Orlitzky, Schmidt, & Rynes, 2003).

CSR is a concept whereby organizations consider 
the interest of society by taking responsibility for 
the impact of their activities on customers, 
employees, shareholders, communities and 
environment in all aspect of their operations. In 
CSR organizations voluntarily taking further steps 
to improve the quality of life for employees and 
families as well as for local community and society 
at large.

Corporate Social Responsibility in 
Banking Industry:
CSR in the banking industry can be defined by 
resorting to the stakeholder theory initially 
developed by Freeman (1984) and Pe´rez et al. 
(2013). This author defines stakeholders as those 
groups or individuals who can affect or are affected 
by the achievement of the organization objectives 
or are those actors with a direct or indirect 
interest in the company. Scholars frequently classify 
stakeholders as external and internal, voluntary 
and involuntary or primary and secondary targets 
(Turker, 2009). Positive impacts of CSR initiatives 
have also been noted in the banking context. For 
example, Lemke (1987) reports that a 
Massachusetts bank was successful in promoting 
new accounts (138 accounts worth $11 million) by 
assisting endangered animal species with donations 
made to the World Wildlife Fund.Initiated by 
Bangladesh Bank (BB) in 2008, the CSR 
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mainstreaming campaign in Bangladesh's financial 
sector has enthused all banks and financial 
institutions into a broad range of direct and 
indirect CSR engagements including humanitarian 
relief and disaster response; widening of 
advancement opportunities for disadvantaged 
population segments with support in areas of 
healthcare, education and training; 'greening' 
initiatives arresting environmental degradation, and 
so forth. Bangladesh Bank guidance circular issued 
in June 2008 for mainstreaming CSR practices in 
the financial sector in Bangladesh.

The relationship of
CSR with Consumer:
Consumer perception of CSR to the ability of the 
consumer to ''differentiate between corporate 
economic responsibilities on the one hand and 
corporate legal,ethical, and philanthropic 
responsibilities on the other hand'' (Maignan, 2001, 
p. 65)

Among academic inquiries, interesting findings 
were brought about by Brown and Dacin (1997) 
who demonstrated in an experiment that negative 
corporate responsibility associations can have a 
detrimental effect on overall product evaluation, 
whereas positive associations can enhance product 
evaluations. Brown and Dacin (1997) used two 
activities to induce corporate social responsibility 
associations: corporate giving and community 
involvement. The success or failure of a business 
organization largely depends on how consumers 
evaluate the responsiveness of business 
organization. For example, a study by Walker 
research found that 88 percent of U.S. consumers 
are more likely to buy from a company that is 
socially responsible (Smith, 1996).

The relationship of
CSR with Employees:
While significant  numbers of researchers have 
considered the positive impact of CSR on 
customers, very little attention has been given 
specifically to perspective of employees and the 
impact of CSR on employees. Many firms seek to 
ensure that their employees feel attached to their 
organization in order to ensure a low turnover 
rate. Toward this end, a good corporate social 
responsibility (CSR) reputation can generate 
positive attention from both current and 
prospective employees (Turban & Greening, 1996). 
Employee perception of CSR activities was 

operationalized as the degree of employee 
perception of the company's supporting activities 
of a social cause.  This study clarified the concept 
of CSR activities as a second-order construct 
composed of philanthropic, ethical, and 
environmental activities. Among the three sub-
dimensions of employee perception of CSR 
activities, (Lee, Park & Lee, 2013). If the 
organization can create a positive image through 
extensive CSR activities, employee's evaluation 
about organization will be more constructive. It 
will create a positive feeling in employee's mind 
about organization and ultimately lead to low 
absenteeism, low turnover and high job 
satisfaction. Employee perception of CSR activities 
plays an important role in both increasing loyalty 
and decreasing turnover rate internally. Hence, this 
study focuses on employee perceptions of CSR 
activities, providing additional insights to enhance 
greater understanding of the impact CSR tactics 
may have on employees. (Lee, Park & Lee, 2013). 
Melynyre & Ruzevicius (2008), in a study have 
examined the relationship between CSR and HRM 
and the situation of Lithuanian companies- how 
employees are willing to engage in the CSR 
activities. They observed that CSR provides HR 
with opportunities; it provides a further 
opportunity to contribute to business success and 
employee satisfaction and performance. It also 
provides additional opportunities to go contribute 
to community wellbeing. Konana (2006) stated that 
many corporations in the US allow employees to 
write about their community service as part of 
their annual evaluation report. Most corporations 
in the US expect potential employees to be active 
in the community and to show leadership. 
Interviewing processes emphasize community 
work. The benefits are in terms of building a 
positive image, encouraging social involvement of 
employees, which in turn develops a sense of 
loyalty to the organization. It helps to bond 
employees as a term and with the organization, 
which in turn, helps in creating a dedicated 
workforce who are proud of their employer, it 
helps them to operate in a friendly manner while 
adding to their brand value, image and reputation; 
increased ability to attract and retain employees.

CSR Practice in Bangladesh
Although a relatively new concept in Bangladeshi 
corporate culture, awareness about corporate 
social reporting has rapidly increased. All 
companies need to consider their CSR for two 
basic reasons. First, there is intensifying pressure 
from the stakeholders group to do so. Any 
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company that does not develop and promote its 
CSR policy to all its stakeholders will face 
increasing threats to its reputation. Second, 
because it makes a sound business sense, 
enhances reputation, brings in new business, and 
improves stakeholder return (Kabir, 2003). The 
government of Bangladesh has not imposed or 
proposed requirements for disclosure of social 
and environmental performance. No provisions 
regarding CSR exist in the Companies Act 1994 
(Government of Bangladesh, 1994). Until recently, 
neither is there a separate Bangladesh Accounting 
Standard (BAS) regarding social and 
environmental reporting (International 
Accounting Standards Committee Foundation 
[IASCF], 2003). However, since January 1, 2005, 
Presentation of Financial Statements Bangladesh 
Accounting Standard 1 (BAS 1) encourages 
companies listed on the Stock Exchange of 
Bangladesh to publish additional statements on 
their nonfinancial activities. Therefore, in 
Bangladesh, CSR is still voluntary with the 
exception of disclosure of expenditures on 
energy usage required under the Companies Act 
of 1994 and the Securities and Exchange Rulesof 
1987 that require that the total amount spent 
onenergy be shown as a separate expenditure in 
the notes to the financialstatements (Belal et al, 
2001).

Objective of the Study:
a.  The level of awareness of term CSR among 

the employees and customers of 
Commercial Bank in Bangladesh.

b. What do the employees and customers 
mean by the term CSR?

c.  To what extent the employees and 
customers are aware of Bank's involvement 
in CSR?

d. Perception of employees and customers on 
the motive behind spending on CSR by the 
commercial Bank Bangladesh.

e. Perceptions of employees regarding 
involvement of employees in the CSR 
activities by Commercial bank of 
Bangladesh.

f. Perceptions of the customers on engagement 
in development activities by Commercial 
Bank of Bangladesh

Methodology of the Study:
Data Collection Technique:

This study is based on the primary data where total 
numbers of respondents are 495, out of which 220 
respondents are the employees and rest 275 are the 
customers belonging to Commercial Bank of 
Bangladesh. The opinions and views of the 
employees and customers, regarding CSR activities 
were elicited by the questionnaire through personal 
communication. Data were collected from 
respondents based on convenience sampling 
method. The different respondents were given 
different questionnaires designed for them. This 
present study is based on a survey that was 
conducted in different locations of Bangladesh from 
December 2013 to May 2014.

Data Processing and Analyzing 
Technique:
SPSS 17.0 and Excel have been used to process and 
analyze the data. To ascertain whether the 
awareness/views/opinion of the employees and the 
customer significantly differ or not, Chi-Square (X2) 
Test has been done. Chi-Square (X2) Test have been 
performed to test the statistical significance of the 
parameters at 5 % level of significance. Decision rule 
for assessing if the test is significant (for   =.05):

Findings of the study: 
Awareness of the term CSR among the 
respondents:

Ho: There is no significant difference in awareness of 
the term CSR between the employees and the 
customers.
H1: There is significant difference in awareness of the 
term CSR between the employees and the 
customers.

	Divisions	 No.	%	No.	%	No.	%	No.	%	No.	%	No.	%	No.	%

	 Barisal	 16	9.4	6	 12	22	10	18	9.7	 9	8.74	27	9.82	49	9.9

	Chittagong	 64	38	 8	 16	72	33	54	29	32	31.1	86	31.3	158	32

	 Dhaka	 34	20	10	20	38	17	36	19	16	15.5	52	18.9	90	18

	 Khulna	 16	9.4	7	 14	23	10	18	9.7	14	13.6	32	11.6	55	11

	 Rajsahi	 14	8.2	4	 8	 18	8.2	16	8.6	18	17.5	34	12.4	52	11

	Rangpur	 12	7.1	6	 12	18	8.2	14	7.5	 9	8.74	23	8.36	41	8.3

	 Sylhet	 14	8.2	9	 18	23	10	16	8.6	 5	4.85	21	7.64	44	8.9

	 	 170	100	50	100	220	100	172	92	103	100	275	100	495	100

Table 1: Divisions wise Distribution of Respondents

Respondents

Employees

Male Female Sub Total Male Female Sub Total Total

Customers
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There is significant difference in 
awareness of the term CSR 
between the employees 
and the customers of 
commercial bank of Bangladesh. 
x2 (1, N =495) =27.690, p = .000. 
Employees were more aware in 
CSR activities of Commercial 
Bank of Bangladesh then its 
customers (70% to 47.3%)

Table 2 reveals that 70% of 
employees and 47 % of 
respondent customer have 
across the term CSR before this 
study.  About 26.8 % in employee 
and 43 % of customers have not 
have come across the term CSR. 
This indicates that awareness of 
the term CSR is more among 
the employees of FSIBL as 
compared to the customer of 
commercial Bank of Bangladesh. 
It is also alarming to note that to 
note that 3.2 % of the employees 
and 9.8 % of customer are 
ignorant about the concept 
when the company has been 
nurturing CSR.

Case Processing Summary

Respondents * Options	 495	 100.0%	 0	 .0%	 495	 100.0%

Respondents	Employees	Count	 154	 59	 7	 220

	 Expected	 Count	 126.2	 78.7	 15.1	 220.0

	 	 % within Respondents	 70.0%	 26.8%	 3.2%	 00.0%

	 Customers	Count	 130	 118	 27	 275

	 	 Expected Count	 157.8	 98.3	 18.9	 275.0

	 	 % within Respondents	 47.3%	 42.9%	 9.8%	 100.0%

Total	 	 Count	 284	 177	 34	 495

	 Expected	 Count	 284.0	 177.0	 34.0	 495.0

	 	 % within Respondents	 57.4%	 35.8%	 6.9%	 100.0%

Respondents * Options Crosstabulation

Cases

Valid Missing Total

Percent Percent PercentN N N

No

Options

Total

Value df Asymp. Sig.
(2-sided)

Not Sure

Pearson Chi-Square	 27.690a	 2	 .000

Likelihood Ratio 	 28.514	 2	 .000

Linear-by-Linear Association 	 27.151	 1	 .000

N of Valid Cases	 495

Chi-Square Tests

Case Processing Summary

Respondents * Options	 495	 100.0%	 0 .0%	 495	 100.0%

Cases

Valid Missing Total

Percent Percent PercentN N N

	   	 	 a   	 b   	 c   	 d   	 e   	 f   	 g   

Respondents	employees	Count	 9	 2	 2	 14	 145	 12	 36	 220

	 	 Expected Count	 14.7	 5.8	 2.2	 13.3	142.2	 9.8	 32.0	 220.0

	 	 % within Respondents	 4.1%	 .9%	 .9%	6.4%	65.9%	 5.5%	16.4%	100.0%

	 customers	 Count 	 24	 11	 3	 16	 175	 10	 36	 275

  	 	 Expected Count	 18.3	 7.2	 2.8	 16.7	177.8	 12.2	 40.0	 275.0

	 	 % within Respondents	 8.7%	 4.0%	 1.1%	5.8%	63.6%	 3.6%	13.1%	100.0%

Total	 	 Count	 33	 13	 5	 30	 320	 22	 72	 495

	 	 Expected Count	 33.0	 13.0	 5.0	 30.0	320.0	 22.0	 72.0	 495.0

	 	 % within Respondents	 6.7%	 2.6%	 1.0%	6.1%	64.6%	 4.4%	14.5%	100.0%

Respondents * Options Crosstabulation

Options

Total

Meaning of CSR as understood by the Respondents:

Ho: There is no significant difference in understanding of the term CSR between the employee and the customer.

H1: There is significant difference in understanding of the term CSR between the employees and the customer.

Case Processing
Summary

Respondents *
Options

Crosstabulation
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a. Welfare measures for employees; b. Obligation 
to Government; c. Obligation to shareholders; 
d. producing quality products, operating ethically 
and morally e. Peripheral development works, 
engaging in environment protection, giving 
charity/ donation f. All the above (ABCDE) 
taken together and g. Some combination of A, B, 
C, D and E.

There is no significant difference in 
understanding of the term CSR between the 
employee and thecustomer.x2(1,N=495) 
=10.394, p = .109.

Value df Asymp. Sig.
(2-sided)

Pearson Chi-Square	 10.394a	 6	 .109

Likelihood Ratio	 11.144	 6	 .084

Linear-by-Linear Association	 7.818	 1	 .005

N of Valid Cases	 495  

Chi-Square Tests

Case Processing Summary

Respondents * Options 	 495	 100.0%	 0	 .0%	 495	 100.0%

Cases

Valid Missing Total

Percent Percent PercentN N N

Value df Asymp. Sig.
(2-sided)

Pearson Chi-Square	 87.740a	 4	 .000

Likelihood Ratio	 93.216	 4	 .000

Linear-by-Linear Association	 73.364	 1	 .000

N of Valid Cases	 495  

Chi-Square Tests

Respondent	 employees	Count 	 66	 53	 86	 12	 3	 220

	 	 Expected Count	 43.6	 30.7	 103.6	 28.4	 13.8	 220.0

	 	 % within Respondents	 30.0%	 24.1%	 39.1%	 5.5%	 1.4%	 100.0%

 	 customers	Count	 32	 16	 147	 52	 28	 275

	 	 Expected Count	 54.4	 38.3	 129.4	 35.6	 17.2	 275.0

	 	 % within Respondents	 11.6%	 5.8%	 53.5%	 18.9%	 10.2%	 100.0%

Total	 	 Count	 98	 69	 233	 64	 31	 495

	 	 Expected Count	 98.0	 69.0	 233.0	 64.0	 31.0	 495.0

	 	 % within Respondents	 19.8%	 13.9%	 47.1%	 12.9%	 6.3%	 100.0%

Respondents * Options Crosstabulation

Highly
Aware

Fully
Aware

Options

A Little
Bit

No Idea TotalTo Some
Extent

The activities are perceived as CSR activities by the 
respondents. Only 4.1% of the employees and 8.7% 
customer say CSR is - (A): Welfare measures for 
employees. Only 0.9% of the employees and 4 % of 
Customer view CSR as - (B): Obligation to the 
Government. Only .9% of the employees and 1.1% of 
Customer believe it to be - (C): Obligation to 
shareholders. Among the respondents 6.4% of 
employees and 5.8% of customer understand it as - 
(D): producing quality products, operating ethically and 
morally. As high as 65.9% of employees and 63.6% of 
customer understand it as - (E): Peripheral 
development works, engaging in environmental 
protection, giving charity/Donations. Only 5.5% of 
FSIBL employees and 3.6% customer understand it is -
ABCDE. About 16.4 % of employees and 13.1% of 
customer view it to be - some combinations of A, B, C, 
D and E.Thus, CSR is popularly believed to be 
peripheral development works, engaging in 
environmental protection, and giving charity/donations.

Awareness about Commercial Bank of Bangladesh 
Involvement in CSR among the Respondents:

Ho: There is no signification difference in awareness about Commercial Bank of 
Bangladesh involvement in CSR between the employees and the customers.

H1: There is significant difference in awareness about Commercial Bank of 
Bangladesh involvement in CSR between the employees and the customers.

There is significant difference in 
awareness about Commercial 
Bank of Bangladesh involvement 
in CSR between the employees 
and the customer. x2(1, N=495) 
= 87.740, p = .000.

Analysis shows that 30.0% of 
employees and 11.6 % of 
customer say that they are fully 
aware of Commercial Bank's 
involvement in CSR activities. 
About 24.1% employees and 5.8 
% of customer are highly aware, 
39.1 % of employees and 53.5 % 
of customers are aware to 
some extent; 5.5 % in 
employees and 18.9 % of 
customers are aware about it a 
little bit. Only 1.4 % of 
employees and 6.3 % of 
customers are ignorant about 
Commercial Bank's involvement 
in CSR activities.
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Motive behind spending on CSR:
Ho: There is no significant difference in views regarding motive 
behind spending on CSR between the employees and the 
customers.

H1: There is significant difference in views regarding motive behind 
spending on CSR between the employees and the customers.

a. Gain popularity and acquiring a brand image; b. To win the hearts 
of the people andoperate: c. It is the responsibility and right 
things to do, as an obligation; d. I don't know and e. I don't know

Involvement of employees in the CSR activities 
between the executives and non-executives
Participation of employees in CSR activities of a company is crucial 
in extension of CSR of the company which leads to development of 
empathy among employees and makes them proud of their 
company for contributing to society. 

Ho: There is no significant difference in views regarding involvement 
of employees in the CSR activities between the executives and non-
executive.

H1: There is significant difference in views regarding involvement of 
employees in the CSR activities between the executives and non-
executive.

Case Processing Summary

Respondents * Options 	 495	 100.0%	 0	 .0%	 495	 100.0%

Cases

Valid Missing Total

Percent Percent PercentN N N

Value df Asymp. Sig.
(2-sided)

Pearson Chi-Square	 22.259a	 4	 .000

Likelihood Ratio 	 24.713	 4	 .000

Linear-by-Linear Association	 8.732	 1	 .003

N of Valid Cases	 495

Chi-Square Tests

Respondents	Employees	Count	 7	 38	 138	 23	 14	 220

	 	 Expected Count	 21.8	 31.1	 134.7	 20.9	 11.6	 220.0

	 	 % within Respondents	 3.2%	 17.3%	 62.7%	 10.5%	 6.4%	 100.0%

	 Customers	Count	 42	 32	 165	 24	 12	 275

	 	 Expected Count	 27.2	 38.9	 168.3	 26.1	 14.4	 275.0

	 	 % within Respondents	 15.3%	 11.6%	 60.0%	 8.7%	 4.4%	 100.0%

Total	 	 Count	 49	 70	 303	 47	 26	 495

	 	 Expected Count	 49.0	 70.0	 303.0	 47.0	 26.0	 495.0

	 	 % within Respondents	 9.9%	 14.1%	 61.2%	 9.5%	 5.3%	 100.0%

Respondents * Options Crosstabulation

ba

Options

d e Totalc

There is significant 
difference in views regarding 
motive behind spending on 
CSR between the employees 
and the customers. x2(1, 
N=495) = 22.259, p = .000.

From this analysis 3.2% of 
employee's and 15.3% of 
customers view that 
Commercial Bank's motive 
behind spending on CSR is 
to gain popularity and 
acquiring a brand image. 
About 17.3% of employees 
and 11.6% of customer think 
that CSR is undertaken to 
win the hearts of the people 
and operate peacefully. As 
high as 62.7% of employees 
and 60% of Customer are of 
the opinion that CSR is the 
responsibility and right 
things to do, as an obligation.
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Engagement of Customer in Developmental Activities if Commercial Bank 
of Bangladesh:
Engagement of customers in CSR activities provides opportunities to the company to demonstrate its care 
and concern for them and makes them aware of CSR. In order to explore this aspect, the customers of 
different division were asked to express their opinion on it.

Ho: There is no significant difference in opinion of the customers on engagement in development activities by 
Commercial Bank of Bangladesh.

H1: There is significant difference in opinion of the customers on engagement in development activities by 
Commercial Bank of Bangladesh.

There is significant difference in opinion of the customers on engagement in development activities by 
Commercial Bank of Bangladesh. x2 (1, N= 275) = 53.975, p = .000

Case Processing Summary

Respondents * Options 	 220	 100.0%	 0	 .0%	 220	 100.0%

Cases

Valid Missing Total

Percent Percent PercentN N N

Value df Asymp. Sig.
(2-sided)

Pearson Chi-Square 	 44.964a	 4	 .000

Likelihood Ratio	 47.218	 4	 .000

Linear-by-Linear Association	 32.199	 1	 .000

N of Valid Cases	 220  

Chi-Square Tests

Respondents	Executive	 Count	 14	 22	 32	 18	 26	 112

	 	 Expected Count	 9.2	 14.3	 20.4	 29.5	 38.7	 112.0

	 	 % within Respondents	 12.5%	 19.6%	 28.6%	 16.1%	 23.2%	 100.0%

	 Non-Exec.	Count 	 4	 6	 8	 40	 50	 108

	 	 Expected Count	 8.8	 13.7	 19.6	 28.5	 37.3	 108.0

	 	 % within Respondents	 3.7%	 5.6%	 7.4%	 37.0%	 46.3%	 100.0%

Total	 	 Count 	 18	 28	 40	 58	 76	 220

	 	 Expected Count	 18.0	 28.0	 40.0	 58.0	 76.0	 220.0

	 	 % within Respondents	 8.2%	 12.7%	 18.2%	 26.4%	 34.5%	 100.0%

Respondents * Options Crosstabulation

ActiveVery
Active

Options

Rarely Not at all TotalOccasio-
nally

Case Processing Summary

Respondents * Options 	 275	 100.0%	 0	 .0%	 275	 100.0%

Cases

Valid Missing Total

Percent Percent PercentN N N

There is difference in views 
regarding involvement of 
employees in the CSR activities 
between the executives and non-
executive. x2 (1, N= 220) = 
44.964, p = .000.

Table shows to what extent the 
employees are involved in social 
causes of commercial Bank. 
About 12.5 % are very active; 
19.6% are active; 28.6% are 
occasionally '16.1% says that 
rarely they involved in social 
causes among the executive. On 
the other hand, about 3.7 % are 
very active; 5.6 % are active; 7.4 
% are occasionally; 37.0% says 
that rarely they involved in social 
causes among the non-executive. 
But most interesting things is that 
23.2% of executive and 46.3% of 
non-executive never involved in 
CSR activities of Commercial 
Bank of Bangladesh.
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CONCLUSION:
The study takes the researchers to believe that even though the Bangladeshi Commercial Banks are 
involved in CSR, the awareness of CSR among the employees and the customers remain to be at a low level 
and CSR is perceived in a narrow horizon of peripheral development work, measures for environment 
protection, giving charity/donations, etc. The majority of employees and customers perception about motive 
behind spending on CSR is the responsibility and right things to do, as an obligation of Commercial Banks. 
Involvement of employees in the CSR activities between the executives and non-executives is not 
satisfactory rather it has been observed that all most one fourth of executive and half of non-executive 
never involved in CSR activities of Commercial Banks. On the other hand half of the customers opined that 
no such engagement take place. Awareness about CSR is not only important for the employees and the 
customer but also emerging concern for all the stakeholders. 

Recommendations
Management must seek to involve their employees in the planning, design and implementation of CSR 
programs, making them participants rather than onlookers to make corporate social responsibility (CSR) 
initiatives more effective and fruitful. Investing in corporate social responsibility can create a better public 
image and goodwill for the company which further will become instrumental in attracting customers, 
efficient personnel and investors. By linking CSR activities with increased customer value, or developing new 
sources of customer value, companies can gain a competitive advantage.

Directions for Future Studies
The findings of this report can thus help researchers in further studies regarding topics such as 
stakeholder's perception of CSR in Bangladesh, a comparative study between foreign and local companies in 
Bangladesh and relationship between CSR and financial decision making in the corporate sector. 

Value df Asymp. Sig.
(2-sided)

Pearson Chi-Square	 53.975a	 24	 .000

Likelihood Ratio	 51.767	 24	 .001

Linear-by-Linear Association	 .027	 1	 .869

N of Valid Cases 	 275

Chi-Square Tests

Respondents	Barisal	 Count	 2	 14	 3	 13	 5	 37

	 	 Expected Count 	 2.3	 3.8	 7.3	 17.2	 6.5	 37.0

	 	 % within Respondents	 5.4%	37.8%	 8.1%	35.1%	13.5%	100.0%

	 Chittagong	Count 	 4	 0	 18	 36	 18	 76

	 	 Expected Count	 4.7	 7.7	 14.9	 35.4	 13.3	 76.0

	 	 % within Respondents	 5.3%	 .0%	23.7%	47.4%	23.7%	100.0%

	 Dhaka	 Count	 3	 6	 8	 23	 12	 52

	 	 Expected Count	 3.2	 5.3	 10.2	 24.2	 9.1	 52.0

	 	 % within Respondents	 5.8%	11.5%	15.4%	44.2%	23.1%	100.0%

	 khulna	 Count	 2	 3	 8	 15	 4	 32

	 	 Expected Count	 2.0	 3.3	 6.3	 14.9	 5.6	 32.0

	 	 % within Respondents	 6.3%	 9.4%	25.0%	46.9%	12.5%	100.0%

	 Rajsahi	 Count 	 3	 2	 10	 16	 3	 34

  	 	 Expected Count	 2.1	 3.5	 6.7	 15.8	 5.9	 34.0

	 	 % within Respondents	 8.8%	 5.9%	29.4%	47.1%	 8.8%	100.0%

	 Rangpur	 Count 	 2	 1	 4	 11	 5	 23

	 	 Expected Count	 1.4	 2.3	 4.5	 10.7	 4.0	 23.0

	 	 % within Respondents	 8.7%	 4.3%	17.4%	47.8%	21.7%	100.0%

	 Sylhet	 Count 	 1	 2	 3	 14	 1	 21

	 	 Expected Count 	 1.3	 2.1	 4.1	 9.8	 3.7	 21.0

	 	 % within Respondents	 4.8%	 9.5%	14.3%	66.7%	 4.8%	100.0%

Total	 	 Count	 17	 28	 54	 128	 48	 275

	 	 Expected Count	 17.0	 28.0	 54.0	 128.0	 48.0	 275.0

	 	 % within Respondents	 6.2%	10.2%	19.6%	46.5%	17.5%	100.0%

Respondents * Options Cross tabulation

Some-
times

Yes

Options

No I don't
know

TotalRarely

Table shows to what extent the 
customers are engagement in 
developments activities by 
commercial Bank of Bangladesh. 
Where, only 6.2% customers engage 
in development activities; 10.2% says 
sometimes; 19.6 % opened about rare 
engagement and 46.5% opined that 
no such engagement take place and 
around 17.5%  don't know the 
customer engagement of CSR 
activities by Commercial Bank of 
Bangladesh.
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Abstract

Customer profitability analysis (CPA) is the evaluation, analysis and isolation of all significant costs 
associated with servicing a specific customer or group of customers from the point an order is 
received through manufacture to ultimate delivery and the revenues associated with doing business 
with those specific customer or customer groups. Using CPA companies can identify the profit 
contribution of individual customers or customer segment. This paper presents the benefits of 
customer profitability analysis such as revenue management, cost controlling, and strategic decision 
making. A theoretical approach or framework of customer profitability analysis has been provided in 
this article. A seven steps approach includes decision phase, active customer selection, foundation 
basics, calculation of customer profitability, interpretation of results, strategic integration, and 
development of infrastructure was presented in this study. Activity-based costing is extensively used 
in the calculation of customer profitability. Identification of activities, cost objects, cost pools, and 
cost divers are needed for better decision making and a useful CPA system execution. Finally, this 
study highlights specific issues related to CPA implementation costs and barriers in an industrial 
setting.

Keywords: customer profitability, implementation steps, costs of Implementation, benefits of 
implementation.
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more than manufacturing companies, on customer 
costs and profitability because the variation in 
demand for organizational resources is much more 
customer driven than in manufacturing 
organizations. A manufacturing company producing 
standard products can calculate the cost of 
producing the products without regard to how 
their customers use them; the manufacturing costs 
are the customer independent. Only the costs of 
marketing, selling, order handling, delivery, and 
service of the products might be customer specific. 
For service companies, in contrast, customer 
behavior determines the quantity of demands for 
organizational resources that produce and deliver 
the service to customers (Atkinson et al., 2012). 
Most of the studies regarding customer 
profitability and customer relationship 
management focused only on categorization of 
profitable and non-profitable customers (Cooper 
and Kaplan, 1991; Jacobs et al., 2001; Storbacka, 
1997; Zeithaml et al., 1997). In 1999, Noone & 
Griffin studied customer profitability analysis 
regarding hotel business. This study is consistent 
with the study of Noone and Griffin (1999). This 
study is a review work. Authors have gone through 
the published books, articles, conference paper, and 
working paper to provide a summary of the 
findings of theoretical and empirical literature on 
CPA. Moreover, the academic knowledge and 
experience of the author have been used to 
prepare this paper. The objectives of this paper are 
(i) to explore the idea of customer profitability 
analysis and its benefits, (ii) to develop general 
approach to execute customer profitability 
analysis, and (iii) to identify costs and barriers to 
implementation of CPA in manufacturing and 
service proving factories. 

2. Benefits of customer profitability 
analysis 

Customer profitability analysis (CPA) is a strategy-
linked approach to identifying the relative 
profitability of different customers or customer 
segments in order to devise strategies that add 
value to most-profitable customers, make less-
profitable customers more profitable, stop or 
reduce the erosion of profit by unprofitable 
customers, or otherwise focus on long-term 
customer profitability (Elias & Hill, 2010). In service 
companies, their services are customer centric, 
customers or customer segments are 
heterogeneous, and pre-sale or post-sale customer 
service requirements differ significantly. Thus, 
companies can achieve the great benefits of CPA 

1. Introduction 
Most of the companies know the customers 
revenues and related costs. Many companies do 
not know the all cost costs that are related with 
customer revenues. There are a lot of variation in 
generation of customer revenues and their 
associated costs. Companies, in addition to the 
costs of producing their products and services, also 
incur marketing, selling, distribution, and 
administrative (MSDA) expenses. Most of these 
expenses are independent of the volume and mix 
of products that the company produces, so that 
they cannot be traced through causal relationships 
to products (Atkinson et al., 2012). Customer 
profitability analysis (CPA) is the evaluation, 
analysis and isolation of all significant costs 
associated with servicing a specific customer or 
group of customers from the point an order is 
received through manufacture to ultimate delivery 
and the revenues associated with doing business 
with those specific customer or customer groups. 
The primary focus of CPA is on the lifetime stream 
of revenue and cost, not on the profit from a 
particular transaction.

Information technology up gradation and 
application of activity-based costing (ABC) are the 
two crucial factors, because of them CPA has 
received increasing attention in management 
accounting research (Raaij et al., 2003). In 1980s 
the activity-base costing was developed to 
promote managers to look more closely at the 
reasons of costs incurrence. Recently increased 
business force to become 'customer-centric' and 
oriented toward 'shareholder value' has enhanced 
the use of activity- based costing to better 
understand product, service, customer, and 
business profitability. ABC systems drive the cost 
of indirect and support resources - manufacturing 
resources in factories and marketing, selling, 
distribution, and administrative resources - more 
directly to products by modeling how each 
product and production run makes demands on 
the organization's various resources (Atkinson et al., 
2012). On the other hand, information technology 
makes it possible to record and analyze more 
customer data - both in type and in amount. As 
data such as number of orders, number of sales 
visits, number of service calls, etc. is stored at the 
level of the individual customer; it becomes 
possible to actually calculate customer profitability 
(Raaij et al., 2003). 

Service companies (e.g. banks and financial 
institutions, telecommunication companies, hotels 
and transpiration companies)  must focus, even 
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convert damage and unprofitable customers to 
breakeven and profitable. CPA is the platform to 
categories the customers' based on their profit 
contributions (Raaij et al., 2003; Zeithaml et al., 
1997). CPA considers the resource consumptions 
and contributions to profits by customers and 
opens up possibilities for market segmentation and 
target marketing strategies. Firms can use the 
profitability and volume dimensions for 
segmentation (Storbacka, 1997). Current and future 
sales prospects can be taken under consideration 
when customers are categorized based on 
profitability and volume. CPA helps to take 
customer retention, customer development and 
new customer attraction programs. Current 
profitable customer should be retained; 
unprofitable customers should be converted to 
breakeven or profitable position, and new markets 
and customer segments should be identified. On 
the other hand, small or less profitable customers 
with high potential should be developed into larger 
and more profitable accounts (Raaij et al., 2003).

3. Steps for implementation of 
customer profitability analysis

Activity-based costing is extensively used in the 
calculation of customer profitability. Identification 
of activities, cost objects, cost pools, and cost 
divers are needed for better decision making and a 
useful CAP system execution. Execution of a CPA 
system requires a framework or some steps to be 
implemented. These steps lay out the sequence for 
implementation, with some steps being highly 
associated while other steps proceed sequentially. 
The major steps to implement a CPA system:

1.	Decision phase
2.	Active customer selection
3.	Foundation basics
4.	Calculation of customer profitability
5.	Interpretation of results
6.	Strategic integration
7.	Development of infrastructure 

Based on the nature of the business and its 
information systems a CPA implementation team 
can be formed including management accountants, 
marketing specialists, operations managers, and 
information specialists. In the first step of CPA 
whether firm will 'go for CPA or not' that is 
decided. It is a strategic initiative having the several 
wings such as the value propositions for customers 
and firms, financial effects, pursuing factors of CPA 
system. Another vital element of this step is 

whose products or service lines and customers are 
not homogeneous. The straightforward benefit of 
CPA is it allocates costs and revenuers over 
customers unevenly i.e., based on activities. When 
the information regarding resource consumption 
and revenue contribution of individual customer is 
possible to know that will important for strategic 
decision making. Having this motive the benefits of 
CPA is categorized as: revenue management, cost 
controlling, and strategic decision making.

Revenue management - Incentives to 
employees, bonus plan, discounts (cash or quantity) 
to customers are related with pricing decisions of 
products or services. CPA recognizes these and 
presents the differences between increases order 
cost and respective price increases (Shapiro et al., 
1987). Without having customer specific 
knowledge companies offer discounts based on 
sales volume. CPA may facilitate in decision making 
regarding discounts (Raaij et al., 2003). Many 
breakeven or unprofitable customer relationships 
occur because salespeople have incentives to 
generate sales not profits (Atkinson et al., 2012). 
Customer profitability analysis shows the ratio of 
profitable and unprofitable customers. It has been 
identified that large customer group are in fact 
unprofitable. Thus, an analysis of customer 
profitability may well show however, that some of 
the large customers are in fact unprofitable 
customers (Cooper & Kaplan, 1991). To maintain 
proper revenue flow companies may revise the 
bonus and discount structure and incentive 
schemes for employees. 

Cost controlling - Cost controlling and profit 
improvement are two avenues that are in central 
focus of CPA. "When companies rank products and 
customers from the highest volume to the lowest, 
they generally find that their top-selling 20% of 
products or customers generate 80% of total sales. 
The whale curve of cumulative profitability shows 
that the most profitable 20% of customers 
generated about 180% of total profits; this is the 
peak, or hump of the whale above sea level. The 
middle 60% of customers about break even, and 
the least profitable 20% of customers lose 80% of 
total profits" - Atkinson et al. (2012). With the help 
of activity-based costing CPA identifies the 
association between activities and costs incurrence 
and consequently measures the profitability of 
specific activities (Cooper & Kaplan, 1991).

Strategic decision making - Re-pricing, revising 
discount and bonus scheme, incentive for 
employees, use of activity-based costing for 
allocation of indirect costs are the attempts to 
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precise customer-level costs points to the 
application of some form of activity-based costing 
(Elias & Hill, 2010).

The fourth step is the calculation of customer 
profitability. It is calculated by using customer 
related data. Here sales revenue is the significant 
component for calculation of customer 
profitability. Customer rated costs such as logistic 
support costs, direct sales costs, service costs, 
discounts and allowances offered to customers are 
deducted from sales revenue. Sales related costs 
such as cost of sales activities, costs of sales visit by 
sales personnel, number of sales visits by sales 
personnel etc, are also taken under consideration 
(Raaij et al., 2003). Availability of detailed data 
depends on the database system. In case of 
practical calculation of profitability some standards 
should be set for sales and customer related 
activities and costs. Otherwise, there may be some 
sort of over costing by sales personnel on sales 
and customer related activities. For the first time 
when profitability will be calculated problems 
might be unavailability of required data. Another 
problems might be faced that data diversification, 
different formats of data, and different sources of 
data. In that case, required data have to be 
converted in a useful format.

The next step for CPA implementation is 
explanation and analysis of results that is derived 
from the calculation of customer profitability. 
Profitability information for a period of month or 
quarter is produced and analyzed. The quality of 
the result is also a vital issue because in this stage 

establishing the purpose of the CPA system to 
guide its development and execution (Elias & Hill, 
2010).

The next step for the execution process starts 
with scrutinizing the list of current customers. 
Customers' databases include details of customers 
and some customers may not have the current 
relationship with the company (Mulhern, 1999). 
Thus, this step of the implementation of CPA is the 
identification of regular and active customers 
against whom companies allocate resources.  To 
identify active customers the historical cost and 
revenue information is used. Customer profitability 
is calculated in the initial level base on this 
historical information. The customers those place 
at least one order during the current period are 
considered as active customers (Raaij et al., 2003). 

The third step initially deals with the establishment 
of cost objects (anything for which cost is 
calculated). This step also focuses on establishing 
the profitability measurement criteria, cost driver 
identification, costing principles and other 
contemporary accounting issues that may affect 
profitability calculation. In this phase the existing 
customers, products or services and channel of 
distribution are recognized.  Products or services 
and customers are simultaneously considered as 
cost objects. To allocate indirect costs to products 
and customers, allocation base i.e. cost drivers are 
identified. Hence, traditional costing system for 
cost allocation on customers or cost objects is 
replaced by activity-based costing technique (Raaij 
et al., 2003). CPA's require for comparatively 
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assigning the costs of resources and provides 
better measurement of the costs of the indirect 
resources used by different cost objects) is 
required when company has a variant of an 
activity-based costing system. It is required to 
confine data related to customers as the cost 
object to identify their consumption of resources. 
Costing system redesign is required when costing 
system shows arbitrary allocation of costs and it is 
a costly proposition for any company. Accuracy of 
CPA system depends on the accuracy of costing 
systems that allocates costs to cost objects based 
on the cost objects' utilization of resources. 
Accurate customer profitability estimates can be 
calculated if the company applies activity-based 
costing system. Even if there is no CPA system in a 
company it must have an accurate costing system 
to sustain in the competitive market. Accurate cost 
allocation supports survival in a competitive 
business environment and in some cases 
implementation of CPA could be marginal. Thus, 
company needs customer profitability information 
to ensure customer profitability management.

CPA opens up the avenues for profit opportunities 
with each customer or group of customers. The 
effective implementation of CPA integrates 
company's strategic decisions with the customer 
profitability information. This strategic integration 
or strategic decisions should be appreciated by 
management because it explores the customer 
profit opportunities. Such strategic decisions 
require operational or marketing adjustments to 
meet customer requirements and have an impact 
on customer profitability. In this fashion, CPA 
ensures long-run sustainable competitive 
advantages over the rival as it is periodically 
calculated, reviewed, evaluated, and used. The 
perceptions of management regarding CPA have 
high influence on CPA implementation process. It is 
important for management to pave the way 
internally for CPM implementation. Support from 
all those are likely to be affected by the CPA 
system is very much important. Senior level 
managers' support is required to convince the mid-
level and lower-level management. When the 
implementation of CPA passes the decision phase, 
it is essential to give attention to the behavioral 
issues that can create a difference in its success or 
failure. "……..any change creates resistance due to 
the uncertainty it creates, particularly by those 
who might be adversely affected by it. Successful 
CPA implementation requires a team approach. As 
with any major organizational change, tact, 
communication, education, training, and excellent 
leadership skills can make the difference between 

firms go for production, maintenance and up 
gradations of systems (Elias & Hill, 2010). The 
profitability figures may not be expected and 
satisfactory. Here some conflicting and disagreed 
figures might be arisen. According to Raaij et al. 
(2003) "the largest customer may be one of the 
least profitable, for some customers, discounts 
might exceed their profit margin, and significant 
differences may be found across customer types. 
The results may also warrant refinements of the 
model. The allocation of costs to cost drivers and 
customers may have been based on 
oversimplifications or inaccurate estimates, and the 
CPA team may choose to review some of its 
earlier decisions to arrive at a more accurate 
distribution of costs."

The sixth step is related with strategy formulation 
and incorporation of strategy. The information 
obtained from CPA is integrated with the 
company's strategic and technical decisions. To 
ensure the ultimate goal of the organization 
(improvement of company performance and 
profitability) results of CPA could be integrated 
with the company's performance evaluation 
system. The information of CPA is taken to develop 
strategies such as pricing decisions, cost 
controlling, and customer relationship 
management. Strategies should not be in a static 
format rather needs to have flexibility. Any change 
in overall objectives of the company or change in 
the performance evaluation and reward systems, 
strategies should comply with these changes. 
Uneven care or allocation of resources should be 
on more profitable and less profitable customers. 
In the light of current costs and revenue reduction 
or addition of spending decisions have to taken for 
certain customers or group of customers.

The seventh and last step for CPA implementation 
deals with setting up of required infrastructure for 
the application of CPA. "Embedding CPA in the 
daily routines of sales and marketing and 
accounting may well necessitate changes in 
procedures (e.g., marketing planning), changes in 
responsibilities, and changes in systems (e.g., 
information systems"…. Raaij et al. 2003).  

4. Costs and barriers to 
implementation of customer 
profitability analysis

Generally the existing costing system of the 
organization and its appropriateness for CPA affect 
the implementation costs of CPA. Refined costing 
system (….reduces the broad averages for 
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5. Conclusions
Managerial decisions that have a win-win situation 
are signifies the trade-offs situation. Managers have 
to take a decision regarding the investment in 
human resources and customers. Return on 
investments, cost of investments, managerial 
incentives etc. are the factors to be considered in 
investment decisions. CPA attracts the attention to 
be analyzed in case of investment in customers 
(allocation of resources) and customer 
relationship. The overall performance of a firm is 
greatly influenced by the customer profitability and 
better understanding of costs drivers and value 
drivers of customer relationship management 
activities. CPA offers an improved understanding of 
customer profitability analysis and corporate value 
propositions.

In this paper, benefits of CPA are categorized as: 
revenue management cost controlling, and strategic 
decision making. Revenue management identifies 
the larger revenue generating customers rather 
buyer of larger volume. How much cost is 
consumed by individual customers or customer 
segments in a customer relationship that is 
recognized in cost controlling. In cost controlling 
purpose activity-based costing is used to identify 
the relationship between activities and costs. 
Strategic decision should be taken to retain 
current profitable customers, convert unprofitable 
customers to breakeven or profitable position, and 
explore new markets and new customer segments. 
A seven-step approach was used to implement 
CPA within the company. In the first step of CPA 
whether firm will go for CPA or not that is 
decided. It is a strategic initiative having the several 
wings such as the value propositions for customers 
and firms, financial effects, pursuing factors of CPA 
system. In the second step analysis starts to 
identify the active customers and proposes that 
only active customers will be considered for 
allocation of costs and revenues. Step 3 deals with 
the establishment of cost objects. This step also 
focuses on establishing the profitability 
measurement criteria, cost driver identification, 
costing principles and other contemporary 
accounting issues that may affect profitability 
calculation. The actual customer profitability is 
calculated in step 4. The next step for CPA 
implementation is explanation and analysis of 
results that is derived from calculation of customer 
profitability. Profitability information for a period of 
month or quarter is produced and analyzed.  In the 
sixth step the information obtained from CPA is 
integrated with the company's strategic and 

the success or failure of CPA" (Elias & 
Hill 2010).

When employees do not understand the 
consequence of any change, feel 
threatened by change, and resist to it 
within an organization. Problem may 
arise when any company shifts from 
salesperson incentives on sales to 
salespersons incentives on profit 
generation. When the incentive system is 
based on sales volume, salespersons try 
to continue sales to customers even 
they may not be profitable to the firm. 
CPA is concerned how to retain 
customers and improve profitability of 
unprofitable customers. If the price 
increases it indirectly increases the costs 
of customer relationship management 
costs and consequently increases the 
costs of CPA implementation process. In 
this situation, reasons for the price 
increases and sharing of revenue and 
cost information with the customer can 
create a better link between customer 
and firm; when a customer has a clear 
idea about the composition of the price 
and profitability of the firm. Proper 
completion of CPA implementation 
process requires huge resource 
utilization and costs incurrence as a large 
undertaking. According to Good Practice 
Guideline (2002, March) of The Institutes 
of Chartered Accountants in England and 
Wales barriers to implementation can 
include:

(i) convincing management that 
potential organizational 
improvements justify the resource 
allocation;

(ii)  obtaining the significant required 
resources that include 
information technology, 
equipment, and staff for analysis 
and preparation;

(iii) changing the sales incentive system 
to reward customer profitability 
rather than sales volume;

(iv) obtaining buy-in from employees 
within the company who are often 
reluctant to change; and

(v)  training employees in the use of 
customer profitability analysis and 
its measurement and rewards.
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technical decisions. To ensure the ultimate goal of 
the organization results of CPA could be 
integrated with the company's performance 
evaluation system. The seventh and last step for 
CPA implementation deals with setting up of 
required infrastructure and adjustments of 
infrastructure for the execution of CPA. Proper 
completion of CPA implementation process 
requires huge resource utilization and costs 
incurrence as a large undertaking. Unwillingness to 
accept new system, in-built resistance of closed 
minded employees, lacking of clear understanding 
of CPA system, and significant required resources 
that include information technology, equipment, 
and staff for analysis and preparation etc. are the 
challenges to implement a CPA system. CPA 
implementation also requires time. More than half 
of failed implementations are due, in part, to the 
lack of understanding by management of the 
system and its cost and time requirements (Rigby et 
al., 2002). Once implemented, however, CPA will 
start the firm on a new course of ascertaining how 
the customer and the firm interact. The firm will 
start to discover what works and what does not 
work in profitably conveying value to the 
customers.

There are some inherent limitations of this paper. 
It is a theoretical framework rather an empirical 
research. Everything in this paper is stated in a 
normative point of view. The practical experience 
may have different and difficult picture. This study 
has been taken under consideration both 
manufacturing and service firms together.  But the 
nature of business, nature of investment, human 
resource requirements, nature of customers are 
different in two sectors. This study mentioned the 
approach of customer profitability analysis but did 
not identify how to increase customer profitability, 
i.e. how to convert unprofitable customers into 
breakeven or profitable position. These aforesaid 
issues could be addressed in the further studies.
  

References 

Atkinson, A.A., Kaplan, R.S., Matsumura, E.M., Young, S.M., 
2012. Management Accounting. Pearson Prentice Hall, 
New Jersey, 07458.

Cooper, R., & Kaplan, R. S., 1991. Profit priorities from 
activity-based costing. Harvard Business Review, 69, 
130-135.

Customer profitability analysis. (2002. Good Practice 
Guideline, No. 37. The Institutes of Chartered 
Accountants in England and Wales, 1-36.

Elias, N., & Hill, D., 2010. Customer profitability 
management. Institute of Management Accountants, 
Montvale, NJ 07645.

Jacobs, F. A., Johnston, W., & Kotchetova, N., 2001. Customer 
profitability: prospective vs. retrospective approaches 
in a business-to-business setting. Industrial Marketing 
Management, 30, 353 - 363.

Mulhern, F. J., 1999. Customer profitability analysis: 
measurement, concentration, and research directions. 
Journal of Interactive Marketing, 13(1), 25 - 40.

Noone, B., & Griffin, P., 1999. Managing the long-term profit 
yield from market segments in a hotel environment: a 
case study on the implementation of customer 
profitability analysis. International Journal of Hospitality 
Management, 18, 111 - 128.

Shapiro, B. P., Rangan, V. K., Moriarty, R. T., & Ross, E. B., 1987. 
Manage customers for profits (not just sales). Harvard 
Business Review, 101 - 108.

Storbacka, K., 1998. Customer profitability: analysis and 
design issues. In R. Brodie, R. Brookes, M. Colgate, B. 
Collins, & A. Martin. (Eds.), Proceedings of the 6th 
International Colloquium in Relationship Marketing (pp. 
124 - 144). Auckland: University of Auckland.

Raaij, E.M., Vernooij, M.J.A., & Triest, S., 2003. The 
implementation of customer profitability analysis: A case 
study. Industrial Marketing Management, 32, 573-583.

Rigby, D. K., Reichheld, F.F., & Schefter, P., 2002. Avoid the 
four perils of CRM. Harvard Business Review. Harvard 
Business School Publishing Corporation.

Zeithaml, V. A., Rust, R. T., & Lemon, K. N., 2001. The customer 
pyramid: creating and serving profitable customers. 
California Management Review, 43(4), 118-142.

I will tell you the secret to getting rich on Wall Street. You try 
to be greedy when others are fearful. And you try to be 
fearful when others are greedy.

- Warren Buffett
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Abstract

The paper aims to propose a conceptual framework of Corporate Social Innovation (CSI) as an 
alternative approach for private large firms to evaluate whether any corporate business model to 
provide both business value and social value. This framework is basically based on Prahalad's 
'Bottom of the Pyramid (BOP)' approach philosophy which offers business value and social value 
together in the development and diffusion of a new technology or a new method of production to 
private large firms in modern complex business environment.  The author has reviewed the all 
basic components of CSI framework- market prospect, product & service, global opportunity, 
ecosystem for value creation, transaction governance capacity, and social transformation. Hence, 
the author developed this framework which is useful to assess the corporate business model in 
terms of business and social value. The idea of CSI itself and this CSI framework have implications 
for corporate managements, entrepreneurs, social organizations, policy makers directly in the 
development and application of CSI in modern challenging business environment locally and 
globally and for academicians as well as researchers as a base for further research studies in this 
field.
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down approach in their business strategies. 
Although corporations are taking CSR very 
seriously in their strategies, market does not work 
in that way with the assumption "that corporations 
are doing well while also doing good. CSR 
strategies may work under certain conditions, they 
are highly vulnerable to market failures, including 
such things as imperfect information, externalities, 
and free riders. Most importantly, there is often a 
wide chasm between what's good for a company 
and what's good for society as a whole" (Doane, 
2005).

For corporations, there are some alternatives to 
CSR. Increasing stakeholders' value through 
innovation requires a fundamentally different 
approach that can achieve both company profits 
and people's needs or social values in a balanced 
way. One alternative in the dimension of intensity 
of corporation-customer collaboration is "value 
co-creation".  According to Prahalad (2005), "to 
stay ahead of competitors, corporate strategists 
must pay careful attention to the many ways in 
which today's converging markets and technologies 
are redefining the role of the firm and the value it 
provides for customers". In this model, current 
dominant logic of value creation is replaced by new 
logic of value co-creation by allowing the 
customers participating in the product design 
process (How technology, 2003). Another 
alternative is "Corporate Social Innovation (CSI)" 
model in which both the corporations and the 
customers co-develop new businesses or co-
innovate new values.

In the alternative approaches to CSR mentioned 
above, business strategies are reformed in different 
ways that can help achieve dual objectives: 
corporation's profits and social values. Since these 
can be one of the dominant alternatives for 
corporations, the author will focus on later 
alternative-CSI as a new business model for 
corporations in the future competitive businesses.
The paper is organized as follows, firstly, it 
discusses the research issues and then secondly, it 
introduces the basic concept of CSI. Thirdly, it 
develops the framework and discusses each 
element of the proposed framework. In so doing, 
the author have used secondary data that include 
articles on CSR, CSI reports, social 
entrepreneurship and business development plan, 
and three books on innovation and business 
models.

1. Introduction
Today, businesses are becoming more complex 
nature because of having pressures for reformation 
and improvement of different practices relating to 
stakeholders and their effects on them. For more 
responsible management to expand profits, those 
businesses, particularly multinational corporations 
(MNCs), are under pressure from three main 
categories of stakeholders: primary, secondary and 
general stakeholders. Primary stakeholders include 
shareholders, employees, customers and suppliers. 
Secondary stakeholders are non-governmental 
organizations (NGOs), activists, communities, and 
governments; and general stakeholders are societal 
trends and institutional forces. General 
stakeholders consist of different community 
ratings, corporate ratings, society's expectations 
driven by surfacing global principles and standards 
regarding corporate responsibility and reporting 
for economic, social and environmental 
performance. Corporations are developing total 
responsibility management systems to respond to 
this pressure in the framework of responsible 
management to those stakeholders (Waddock, 
Bodwell & Graves, 2002). 

According to Carly Fiorina, the former chairman 
and CEO of Hewlett Packard, there are four 
reasons for which corporations should engage in 
social responsibility. First, it is simply the right thing 
to do for the global society where 50% of the 
population lives on $2 a day and many of them are 
illiterate and not getting clean water. Second, the 
emerging forces for standards relating to labor, 
economic and environment appear as a big 
challenge to corporate management and overall 
business policy. Corporations should adopt these 
movements before movements' control of 
corporations. Third, most of the stakeholders are 
rewarding corporations that achieve social values 
through business.  Finally, it is not only good thing 
to do but also smart thing to start right now 
because addressing and managing the social values 
are not only the goals of philanthropic community. 
These are not separate from corporate strategies; 
rather, the changing environment leads to different 
innovation and competitive advantage and can help 
innovate the next generation of business 
(Invention, 2004).

For those good and sound reasons, corporations 
are still searching for proper strategy to respond 
to these challenges that can be articulated properly 
within the framework of corporate social 
responsibility (CSR), but unfortunately they could 
not achieve their goals with the traditional top 
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3. Corporate Social Innovation
Innovation is primarily an economic and social 
term, rather than exclusively a technological 
term. "Technological innovation" is an 
innovation with significant performance 
content. It means the introduction and 
commercial use of a new method of 
production or the introduction of a new form 
of business organization. It can either be in 
sustaining or disruptive forms. On the one 
hand, a sustaining innovation targets 
demanding, high-end customers with better 
performance than what was previously 
available. It can be incremental, breakthrough, 
leapfrog-beyond-the-competition products. On 
the other hand, disruptive innovations don't 
attempt to bring better products to 
established customers in existing markets. 
Rather, they disrupt and redefine that 
trajectory by introducing products and 
services that are not as good as currently 
available products. But disruptive technologies 
offer other benefits-typically, they are simpler, 
more convenient, and less expensive products 
that appeal to new or less-demanding 
customers. It also can be new disruptive or 
low-end disruptive innovation (Christensen & 
Raynor, 2003).

"An innovation system is the flow of 
technology and information among people, 
enterprises and institutions which is key to an 
innovative process. It contains the interaction 
between the actors who are needed in order 
to turn an idea into a process, product or 
service on the market. According to 
innovation system theory, innovation and 
technology development are results of a 
complex set of relationships among actors in 
the system, which includes enterprises, 
universities and research institutes. Innovation 
systems can be categorized into national 
innovation systems, local innovation systems, 
regional innovation systems, technological 
innovation systems, and sectoral innovation 
systems."  

Corporate social innovation (CSI) refers to 
innovation commitment to co-develop social 
value. It offers both business value and social 
value together in the development and 
diffusion of a new technology or a new 
method of production.

2. Research Issues
Technological development has promoted today's 
developed nations economically and politically. 
Historically, such advancement in technology "put 
power in the hands of entrepreneurs and merchants" 
in those nations and helped them enjoy decentralized 
economic and political power through social 
innovation. Such innovation "created the fertile 
ground of capitalism and democracy to take root" in 
the developed world that can be a lesson for the 
developing world (Bottom-up economics, 2003). 
Social innovations are emerging ideas, or means of 
completing works or developing businesses that 
provide simultaneously the business as well as social 
values more effectively than existing models. Across 
the world, people are developing better solutions to 
every day's the most challenging social problems, like 
chronic disease, environmental change, social 
exclusion, and poverty (Social Innovation Europe, 
2012). European Union considers innovation as the 
center point of Europe 2020 Strategy for growth and 
jobs. President Barroso in 2011 mentioned that 
Europe has a long and strong tradition of social 
innovation (Barroso, 2011). 'Understanding social 
innovation is critical to emphasize why this concept 
is in the center of European 2020 Strategy, why the 
concept of social innovation is needed' (Harazin & 
Kosi, 2013). Nowadays, social innovation is not the 
activities only for the social enterprises, NGOs, and 
charities, but also indispensable values for the typical 
corporate houses, especially large private firms. 'Many 
companies have started adopting this approach 
where the champions of CSI are working to ensure 
that this more evolved model becomes a part of the 
core business strategy and vision. There is a growing 
movement of business leaders, investors, employees 
and other stakeholders who have a broader vision of 
the role of business and want to help shift the 
corporate agenda' (Carnegie et. al., 2014). Only few 
studies have been conducted on the issue of social 
innovation, especially CSI. Although some researchers 
are starting to argue about this model's applicability 
in the corporate sectors, the emerging concept of 
CSI and an accepted approach are still under 
investigation. Therefore, there are some gaps to fill in 
for introducing the idea of CSI and its acceptable 
framework. This study has become important for 
filling the gaps mentioned above and will be useful for 
entrepreneurs, policy makers, researchers and 
academicians as the base work.

Hence, the purpose of this research study is to 
introduce the concept of CSI and then to develop a 
conceptual framework of CSI. The final purpose is to 
recommend some specific implications.
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4. Conceptual CSI framework
In order to introduce a framework of CSI based on Prahalad's 
idea of BOP approach, I need to focus on the notion of an 
approach that addresses the issues of social problems like 
poverty, unemployment, and unmet basic needs along with 
making profit for the business. This approach will bring the 
benefits for those marginal groups who live on less than $2 a day 
in the different parts of the developing world. If this approach 
comes into effect, it will lead to a solution for the problems 
mentioned above. Since the size of this population, 2.2 billion, is 
large enough to bring a change in the society significantly, it is 
necessary to develop such an approach that can address and 
solve the problems of the people who live at the bottom of the 
world economy (poverty overview, 2014).

To introduce such approach, the author describes the elements 
for this CSI framework under the light of Prahalad's idea of BOP 
approach mentioned in the first section of his book "The fortune 
at the bottom of the pyramid" (Prahalad, 2005).
 

4.1 Market
An approach can create a market where different interest groups 
can play an active and participatory role in a collaborated form. 
These groups include the poor, civil society organizations, 
governments, and large firms. Such approach helps the poor, 
integrates the groups in a partnership for innovating products 
and services, and for achieving sustainable win-win scenarios 
where the poor are participating as consumers and the 
companies are running profitably. In this case, large scale and 
wide spread partnership are focal points of the solution to the 
social problems, particularly poverty. Such a market can be seen 
with the following features: 

4.1.1 The bottom of the pyramid (BOP)

Both income generations capacity and wealth distribution in the 
world can be seen as an economic pyramid. Some basic 
assumptions are implied in such economic system. There is a 
suppressed market at the bottom of this pyramid where the 
poor can demand for goods and services. Private sector can 

Figure: Conceptual Framework of Corporate Social Innovation (CSI)
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4.1.4 The market development imperative

Both the poor and private firm participates in 
developing the market where the poor become 
consumers. In order to develop such a market, 
BOP market, it needs (i) to create the capacity of 
the poor to consume based on affordability, access, 
and availability; (ii) new products and services; (iii) 
more respect and choice from private firm; and (iv) 
trust.

4.1.5 Benefits to the private sector

Since the size of the poor market, BOP market for 
4 to 5 billion poor people, is very large, the 
potential benefits to the private firm are quite 
lucrative. But in order to get access to this market 
large firms require innovating new products and 
services with nontraditional philosophy. The 
developed markets' traditional products cannot 
succeed in such different markets. 

4.2 Circumstance-based Products and 
Services

As the author introduced in the section above, the 
BOP can be a latent market for large firms. Many 
MNCs are not successful to get access to this 
market in spite of having significant efforts with the 
bundle of traditional products and services that 
they offer in the developed markets to their 
existing customers for long. This is mostly because 
of their pricing and development of this portfolio 
that has been designed for western markets. Also, 
this failure is for the function-oriented product 
development philosophy that does not match with 
the emerging needs of large BOP markets. 
Therefore, a new product and service innovation 
philosophy will be required to match these 
demands for goods and services in the poor 
markets.  

4.2.1 A philosophy for developing products and 
services for the BOP

A different, circumstance-based, perspective will be 
needed in innovating products and services for 
BOP markets where function-based philosophy has 
been followed in product development for western 
markets. BOP markets are based on affordable size 
of packaging for goods and services with large 
scale of production for keeping minimum margin, 
but earning high capital return policies. However, 
MNCs have different policies with large bundling 
unit, high per unit margin, but reasonable 
investment returns for western markets. 

actively involve in this suppressed market to start 
their businesses for a new growth potential and 
take a part in the platform of innovations.  This 
new growth opportunity and forum of innovations 
in this market are to be the central part of the 
private sector business with alliance partners. 
"There is significant untapped opportunity for 
value creation (for BOP consumers, shareholders, 
and employees) that is latent in the BOP market".

4.1.2 The power of dominant logic

Large private firms, particularly MNCs, have some 
strong implied assumptions based on which they 
operate their businesses. First, the poor have no 
capacity to buy MNCs' products or services, and 
are not their target customers. They cannot offer 
their products or services to the poor with the 
given cost structure. Second, the products or 
services that are developed for and sold in the 
developed countries have no use with the poor. 
Therefore, such functions-oriented costly products 
or services are out of the capacity of the poor. 
Third, only rich people in the developed countries 
are interested and compensate for technological 
innovations. Therefore, there is no opportunity for 
such technically advanced products in the poor 
market. Fourth, although the poor market can 
temporarily be attractive, it has no long-term 
development prospects to large firms. Therefore, 
such market is not important for MNCs. And fifth, 
scholar enthusiasms and research activities are 
based on rich markets and are hard to carry on for 
the poor markets. With these powerful 
assumptions it is very difficult to address the 
problems in the bottom of this economic pyramid 
and to attract the MNCs participation in the poor 
markets or BOP markets.

4.1.3 The nature of the BOP market

There are some important features of the BOP 
market. These features are very significant for large 
firms although these are still in suppressed 
positions. These are: (i) since the size of BOP 
market is quite large, four billion people, there is 
money for MNCs, (ii) product distribution is not a 
problem in the BOP market, (iii) the BOP markets 
are also value and performance biased, (iv) the 
BOP market is well linked, integrated (figure: CSI 
Framework), and (v) BOP customers recognize 
technological products willingly. These 
characteristics of BOP markets necessitate a new 
approach of large firms to cater a large number of 
poor at the bottom of this economic system in the 
world.
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the values of products itself but also for the other 
factors like ease of use, suitability in prevailing new 
condition, and access to customers.

4.2.2.8 Education of customers

Customer's education and training on product 
usage becomes essential and adapting a new 
approach to do the same is an integral part of large 
firm's business philosophy because most of the 
customers in BOP markets lives in media dark 
zones. Therefore, to large firms, the importance of 
customer education and necessity of new approach 
in BOP markets should be more than the existing 
developed markets.

4.2.2.9 Designing for hostile infrastructure

The products and services for BOP markets will 
not only be suitable for unhealthy conditions but 
also be fitted with worse infrastructure conditions. 

4.2.2.10 Interfaces

Since the customer base of BOP markets is not 
homogeneous, it puts the innovation team in a big 
challenge to innovate products and services for 
them. Such challenge evolves from the 
heterogeneity of culture, language, skill of the 
consumers of BOP markets. 

4.2.2.11 Distribution-accessing the customer

The value to BOP markets does not come only 
from product and process innovation but also 
derives from distribution access to the customers. 
Therefore, the innovative design for product 
distribution to the remote rural areas of BOP 
markets is very critical to the large firms.

4.2.2.12 System-developed for broad architecture

Since it is very quick to shift the value base in the 
BOP market, the system for broad architecture- 
the platform- is essential for adapting the changes 
in the market intelligently.

5. Global Opportunity
It has already been introduced that the nature of 
BOP markets which is remarkably large and 
attractive to private firms; and the new process 
that large firms use to develop goods and services 
for the poor market, BOP markets. Now, it is 
necessary to find opportunities for growth in BOP 
markets whether these are attractive enough for 
large firms (MNCs) to go through the changes that 
are required in their product innovation, process 

4.2.2 Twelve principles of innovation for BOP 
markets

According to Prahalad's research for new product 
innovation for BOP markets, there are twelve 
principles that successfully form the bases of 
product development for this market. These are:

4.2.2.1 Price-Performances

In BOP markets, this is not about lower the price 
for products and services, rather to set the price 
based on performance. Only lowering the price 
does not work without satisfactory performance.

4.2.2.2 Innovation-hybrid solutions

Product and service innovation demands new 
technology with the proper linkage of 
circumstance-based needs in the emerging 
markets. This type of innovation is also based on 
large-scale production.

4.2.2.3 Scale of operations

A large-scale operation will be movable to as well 
as easy to adapt in any area of global BOP markets 
regardless languages, borders and cultures. 

4.2.2.4 Sustainable developments- eco-friendly

For sustainable development product innovation 
will be based on resource control strategies. In this 
emerging market, not only reducing and eliminating 
resource policies need to be adopted but also 
recycling policy can be one of the important 
strategies for evolving scenarios. 

4.2.2.5 Identifying functionality

A clear understanding and good reasoning must be 
worked out for new product development in the 
BOP markets rather than traditional form base 
innovation for developed markets.

4.2.2.6 Process innovation

There is a clear difference in the infrastructures 
between BOP markets and developed markets. 
Simply the focus on logistics in the emerging BOP 
markets can be the source of innovation, where 
most of the logistics are implied and assumed in 
the developed markets. Therefore, manufacturing 
products and its surrounding conditions can be the 
sources of innovation in the BOP markets. 

4.2.2.7 Deskilling of work

Product innovation needs to take care for not only 
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monitoring blood bank for stock and quality, food 
quality.  

5.4 Lessons for MNCs from BOP markets
Cost is the most important element for business 
successes of MNCs that they learn from BOP 
market operations.  All of the cost incurring 
aspects such as production, access to customers, 
development, and management are vital for 
achieving price-performance pressure in the BOP 
markets. The lessons for MNCs from BOP markets 
are sustainable development, innovations, and 
investment control.

Other than the above sources of opportunities, 
MNCs can incorporate their knowledge of 
corporate governance and social responsibility in 
their real values of business operation that can be 
served to the customers directly.  At the same 
time, social enterprises can alliance with the 
corporate partners for sharing their insight values 
of grassroots operations at the society with the 
new business model to a mass market. 

6. Ecosystem for Wealth Creation
Different organizations including local firms, 
NGOs, large firms in the private sector are trying 
to access to BOP markets symbiotically for 
creating markets, innovating new products and 
services and designing appropriate distribution 
channels to deliver the values to the customers, 
the poor at the bottom of the pyramid. Now, these 
organizations are trying to create and deliver the 
values to the markets with a value chain where all 
partners can play their respective roles in win-win 
positions although every firm played separately 
with its individual value before. Although in 
previous social enterprises focused mainly on 
social objectives to serve the same markets, now it 
is necessary for all players to deliver the values 
following market-based ecosystem through the 
same value chain in a symbiotic relationship.

6.1 Market-oriented ecosystem
Market-oriented ecosystem is an arrangement 
where different organizations-local firms, NGOs, 
small and medium enterprises, private firms-come 
in the same value chain with their individual value 
in different parts of this chain to create combined 
values and take position together in spite of having 
different aims and influence in the market. Although 
every partner has different size, motivation, and 
influence, they play together and complement each 

development and organizational innovation. There 
are four sources of growth opportunity for which 
MNCs can engage their valuable resources.

5.1 Engaging the BOP
Generally large firms have two approaches to 
address BOP markets. One of these approaches is 
traditional one by which MNCs do their 
businesses in the top of the pyramid, developed 
markets comfortably. With this approach MNCs 
tend to reach the BOP markets with the fine-
tuning strategy to their current products and 
services and organizational exercises. However, this 
top down traditional approach has not been 
successful in addressing the needs of the bottom 
markets. Because of this failure, private large firms 
require understanding the nature of the needs and 
contexts of the bottom markets very deeply and 
thereby need to develop a new approach to 
address these BOP markets requirements very 
properly. For innovating new business model, 
MNCs need to design products and services, 
manufacturing processes, and management 
practices with completely different philosophy, 
from the real understanding of the requirements of 
BOP markets. This new bottom up approach will 
help MNCs get access to local bottom markets 
and the resulting knowledge of local markets 
dealing will challenge the way of doing business in 
the current top markets, developed markets.

5.2 Local innovations and
	 global opportunity

Local development for BOP markets has 
opportunity to explore in the global markets. A 
number of examples can be cited such as Iodized 
salt in India found market opportunities in Africa, 
especially in Ivory Coast, Kenya, and Tanzania; 
Wheel, a detergent powder, by Unilever (HLL in 
India) to Brazil; Grameen Bank in developing 
microfinance in Bangladesh spread out (17,000 
microfinance operations) around the world, 
including in the United States .

5.3 BOP solutions for developed markets
In order to serve the BOP market, new system 
must be easy to use and required to deskill for 
better adoption. Remote locations must be 
connected to a central node so that planners and 
policymakers are fully informed. Such a system, 
originally developed for detecting disease (e.g., 
cholera or SARS) in Peru, is finding success in the 
United States for different applications like 
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and other elements of market transparent. A 
transparent market is a prerequisite for labor, 
land, capital, products and knowledge which can 
be ensured through widely understood and 
clearly enforced rules, not the local customs and 
practices.

"TGC is the capacity of a society to guarantee 
transparency in the process of economic 
transactions and the ability to enforce commercial 
contracts. Transparency in the process reduces 
transaction costs. Clearly developed laws, 
transparent micro regulations, social norms, and 
timely and uniform enforcement are all part of 
TGC" (Prahalad 2005).

7.3 Building TGC
To remove vague and uncertain elements and 
develop clearness in economic transactions is 
known as transaction governance capacity. 
According to Prahalad, the specifications for TGC 
are fourfold: (i) a legal system that facilitates for 
legal entitlement of assets and its transfer, (ii) a 
procedure for altering the laws that is simple, 
clear and explicit, (iii) the system supports 
complex transactions, and (iv) legal institutions 
for executing the rules and regulations fairly, 
timely and explicitly.

Citizens in the society expect some aspects of 
this legal framework, TGC that will facilitate the 
system to implement rapidly.  Among these 
aspects access to information and transparency of 
transactions, simple and clear procedure with 
minimum scope of its misinterpretation, minimum 
complexity with sufficient explanations for timely 
execution, and making trustworthy to them are 
very vital.

8. Development as Social 	
	Transformation
By the process of conversion of the poor 
community at the bottom of the pyramid-low-
level income group of the economic system-into 
consumers to the value chain of alliance partners 
where the poor get choice for products and 
services, respect from value providers, access to 
information, identity in the system, role of 
women, position in the society. Eventually this 
process will help the poor come out from the 
most important social problem-poverty trap- and 
enjoy the benefits of social life through their 
active participation in the value system. As a 
result, the social and economic transformation 

other. Example of this system is the chicken 
cooperatives and processors (Sadia in southern 
Brazil) and a local fast-food chain (Habib's) coexist 
with KFC and McDonald's.  

7.  Transaction Governance
	Capacity (TGC)
All players that have been mentioned in the 
previous section as value partners of private 
sector can become an influential partner of BOP 
market development for alleviating poverty and 
provide solutions to other social problems. In this 
alliance for value partners the effects of local 
practices and norms that are not clear to large 
firms, MNCs, may be treated as corruption. In this 
context, the local partners-social enterprises, 
NGOs, cooperatives-can provide the visibility of 
these "understood but not explicit" local practices. 
For doing this assistance to the value chain 
partners, transaction governance capacity is a 
concept which can make the process of value 
creation to delivery as transparent as possible and 
enforceable.

7.1 The poor are not poor

Although the dominant logic of poor people of 
developing countries are commonly accepted as 
poor in the traditional top down-western-based- 
approach of MNCs businesses, the reality 
regarding poor countries resources is different. 
There are remarkable economic resources in the 
poor countries, but they are capital poor. The 
reason of this capital poor is due to the absence 
or less scope of practices of law of contract. 
Because law of contract can ensure the 
transparency of economic transactions and 
thereby can make feasible the transformation of 
economic resources into capital. Without the 
contribution of domestic capital sustainable 
development in BOP markets will be critical for 
the whole value chain. In BOP markets, to do this 
transformation of resources into capital it is 
necessary to make the local practices and 
customers visible to alliance partners through 
transaction governance. Otherwise, these local 
practices will become the corruption, the costs of 
doing business to large firms, MNCs.

7.2 TGC
For participation of private sector firms and 
formation of capital in BOP markets it is necessary 
to make all transactions of factors of production 



38 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-44, NUMBER-6, NOVEMBER-DECEMBER 2016

will be rapid. In this transformation, BOP 
consumers will take positions in the self-employed 
activities, particularly entrepreneurial motivations, 
and have choices to play their roles in this 
economic value system with newly developed 
opportunities and environments to them.

9. Conclusions
As it has been described the necessity of an 
alternative approach for private large firms, 
especially for MNCs, in the introduction part of 
the study, Corporate Social Innovation (CSI) can 
be one of such potential strategies to face the 
challenges in the modern complex business 
environment. These challenges for company 
management have resulted from the expectations 
of both owners of the company and customers as 
well as society. In order to fulfill such expectations 
by the private firms, a new management approach 
has been proposed under the framework of CSI 
following the idea of Prahalad's BOP approach. The 
idea of CSI itself and the CSI framework have 
implications for corporate managements, 
entrepreneurs, social organizations, policy makers 
directly in the development and application of CSI 
in modern challenging business environment locally 
and globally and for academicians as well as 
researchers as a base for further research studies 
in this field.

10. Suggested Future Directions
As it has been mentioned in the introduction 
chapter that this study has some scope of further 
development in this field in different directions for 
future. Such few opportunities are conducting 
research to examine the degree of implications in a 
different context (based on specific attributes of an 
environment), the pace (timing) of replication, 
collaboration dimension (impacts of value partners 
alliance) and the effects of value shifting in a shared 
value chain. Moreover, only secondary data has 
been used in this study that has still some room to 
develop this study with both primary and 
secondary longitudinal data. Therefore, this study 
might be helpful to future researchers who may 
find this study as a base.
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Abstract

This paper is an endeavor to explore the relationships between GDP per capita and 
population growth basis cross country facts. The analysis is based on secondary data of 182 
countries collected from World Bank (2014). Ordinary Least Square method has been used to 
analyze the collected data. The study reveals that per capita GDP negatively affects the 
population growth meaning that an increase in the per capita GDP actually decreases the 
population growth of a country.  The paper proposes to study with more variables like level of 
education, standard of living, healthcare expenditures, and such other environmental and 
socio-economic factors that can also affect the population growth using other relevant 
methods.

Keywords: Per capita GDP, Population Growth. 
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Introduction
The interrelationship of population growth and 
economic growth has long been a debatable 
discussion. Tsen and Furuoka (2005) found that the 
nexus between economic growth and population 
growth is not straight forward, and also argued 
that economic growth could have an impact on 
population growth. Most of the previous 
researchers have tried to establish the relationship 
between population growth and economic growth 
meaning they have searched for whether 
population growth positively or negatively drives 
economic growth of a country. But a more recent 
area of interest is the impact of economic growth 
on population growth.  That is, whether economic 
growth of a country positively or negatively fosters 
the population growth of a country. To be more 
precise, we want to find, through this paper, 
whether, and if any, what is the nexus between per 
capita GDP and population growth, by analyzing 
cross country facts. Though there are factors other 
than GDP that influences population growth, in this 
study, we have considered per capita GDP as one 
of the main indicators of a country's economic 
growth. 

Objective of the Study:

1. To identify whether there is any interrelationship 
between per capita GDP and population growth; 
if yes, then

2. To find out whether per capita GDP positively or 
negatively affects the population growth rate.

Null Hypothesis H0: There is no association 
between per capita GDP and population growth.

Alternative Hypothesis H1: There exists 
association between per capita GDP and 
population growth. 

Operational Definitions:
GDP per capita is gross domestic product divided 
by midyear population. GDP is the sum of gross 
value added by all resident producers in the 
economy plus any product taxes and minus any 
subsidies not included in the value of the products. 
It is calculated without making deductions for 
depreciation of fabricated assets or for depletion 
and degradation of natural resources. Data are in 
current U.S. dollars.

Annual population growth rate for year t is the 
exponential rate of growth of midyear population 

from year t-1 to t, expressed as a percentage. 
Population is based on the de facto definition of 
population, which counts all residents regardless of 
legal status or citizenship--except for refugees not 
permanently settled in the country of asylum, who 
are generally considered part of the population of 
the country of origin.

In the following section, we will present some 
relevant literatures that we have reviewed for 
preparation of this paper which will follow the 
methodology that we have used in analyzing the 
data. Subsequent sections will show the data 
analysis techniques, findings of the study that will 
include our inferences, and finally the conclusion 
that will focus some key findings plus the 
limitations of the study.

Literature Review
Dao (2012) stated that the growth rate of per 
capita GDP is linearly dependent upon population 
growth, young and old dependency of people's 
ratio and the mortality rate, and the effect of 
population growth on per capita GDP growth is 
linear and everywhere negative. Thuku, Paul, and 
Almadi (2013) examined that population growth 
and economic growth is positively correlated in 
Kenya. As per Brückner and Schwandt (2013), the 
IV estimates indicate that a one percentage point 
increase in GDP per capita growth over a ten year 
period increases countries' population growth by 
around 0.1 percentage points. Before the period of 
industrial revolution, Malthus (1798) argued that 
increases in income lead to increases in population 
size. During the Industrial Revolution, however, 
population dynamics changed from the Malthusian 
model to the Modern Growth Regime which is 
characterized by economic growth coupled with 
declining fertility Galor and Weil (2000). Over the 
past century, income per capita and population 
growth have been negatively correlated Weil 
(2012).

Chang, Chu, Deale, and Gupta (2014) identified 
that the direction of causality between economic 
growth and population growth tend to differ 
across countries and depending on the time period 
under question. Thornton (2001) observed that 
there is no long-run relationship, and hence 
population growth neither causes per capita GDP 
growth nor is caused by it.

Savas (2008) argued that the decline of the rate of 
population seems to be more obviously connected 
to the political and economic turmoil. 



41 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-44, NUMBER-6, NOVEMBER-DECEMBER 2016

In most of the previous literatures, Population 
growth rate has been assumed to be positively 
correlated to GDP per capita. But no such 
study has been conducted as to whether a 
growth in GDP per capita acts as a catalyst in 
lowering the population growth rate of a 
country. So we have opted for such a study to 
check out their actual relationship throughout 
the globe.

Methodology:
The report is aimed to find out the 
relationships between GDP per capita and 
population growth through a cross country 
data analysis. We have used Pearson's 
correlation and bivariate regression to analyze 
data. The total study is based on data collected 
from following different sources: 

World Bank national accounts data (2014), and 
OECD National Accounts data files. United 
Nations Population Division. World Population 
Prospects United Nations Statistical Division. 
Population and Vital Statistics Report (various 
years) Eurostat: Demographic Statistics 
Secretariat of the Pacific Community: Statistics 
and Demography Program U.S. Census Bureau: 
International Database and Census reports and 
other statistical publications from national 
statistical-offices.

GDP per capita (current USD) and Population 
growth data of 182 countries was extracted 
from the above data sources for the year 2013.

Here population growth rate is captured as the 
dependent variable while the GDP growth as 
independent variable. The following function has 
been drawn for the study: 

Population growth rate= f(GDP per capita)
Here, 

To make the inference more specific a model 
has been drawn as follows:

Population growth rate

Here, 
Dependent variable: Population growth rate 
Independent variable : LnGDP per capita 
LnGDP per capita= log normal GDP per capita

	 Intercept
	 Slope coefficient
	 Error term

The data was shorted and cleaned using Microsoft 
Excel and SPSS packages. The log of GDP per capita 
was taken to make the data normally distributed. And 
the descriptive statistics was taken as Mean, Standard 
Error, Median, Standard Deviation, Sample Variance, 
Kurtosis, Skewness, Range, Minimum, Maximum and 
Count for both of the variables. Simultaneously a 
regression was run based on the model defined 
above. Microsoft excel and SPSS were used for it.

Data Analysis:
A detailed bivariate analysis was drawn. The result is:

In the above table, Mean, Standard Error, Median, 
Standard Deviation, Sample Variance, Kurtosis, 
Skewness, Range, Minimum, Maximum and Count are 
shown for GDP per capita (Independent variable) and 
Population growth rate (Dependent variable) for 182 
countries. Natural logarithm of GDP per capita was 
drawn. 

Using Microsoft excel, we have determined that the 
Pearson's correlation between per capita GDP and 
population growth is -.404 which implies that there is 
association between these two variables and the 
association is moderately negative.

Mean	 13984.17	Mean	 1.299908
Standard Error 	 1469.178	Standard Error	 0.078736
Median 	 5736.053	Median	 1.284977
Standard Deviation	 19820.29	Standard Deviation	 1.062204
Sample Variance	 393000000	Sample Variance	 1.128278
Kurtosis 	 6.155538	Kurtosis	 -0.64667
Skewness	 2.349334	Skewness	 0.037643
Range	 110470.6	Range	 4.919531
Minimum	 226.4551	Minimum	 -1.06504
Maximum	 110697	Maximum	 3.854496
Count	 182	Count	 182

Population growth rateGDP per capita

Population growth rate
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From the scatter plot it is clearly visible that even 
after taking log of GDP per capita the data 
coordinates are well scattered from the regression 
line having a standard deviation of 19820.29 and 
1.062204 for GDP per capita and Population 
growth rate.

There are several other noticeable factors in the 
above table. The sample variance of per capita GDP 
is quite high which means that throughout the 
globe, per capita GDP varies enormously among 
countries. Moreover, the value of kurtosis is above 
6.155538 and that of skewness is 2.349334. But we 
know that to be normally distributed, these two 
values should be between -1 to +1. So the above 
values indicate that the distribution of per capita 
GDP is not normal and it is positively skewed 
having the curve's tail on the right side. To make it 
normal, we had to use the logarithmic value 
instead of actual value of per capita GDP. But for 
population growth variable, there is no such 
problem and it is normally distributed. But there is 
another interesting observation regarding this 
variable. Its minimum value is -1.06504 which 
suggests that there are countries having negative 
population growth.     

Findings and Conclusion
Our correlation result indicates that there is 
association between the two variables. Its negative 
value of -0.404 implies that an increase in the per 

capita GDP actually lowers the population growth 
of a country.

The dependent variable of the study (Population 
Growth) is a continuous one, and our descriptive 
analysis revealed that it is also normally distributed. 
So to reach the findings of the study, we have 
resorted to linear regression using SPSS software. 
The results are given below:

Regression result

The above table suggests that the slope coefficient 
is -0.40. With X being the GDP per capita having 
negative coefficient, if there is an increase in GDP 
per capita, it will actually lower the dependent 
variable (Y), i.e., population growth. The t-value 
shows -8.95 which is significantly greater than the 
standard thumb rule figure of 1.96 meaning that at 
5% significance level, the result is significant. Even at 
1% significance level (where the thumb rule figure 
is 2.36 for t-value), it is significant, meaning that in 
99% cases, our alternative hypothesis holds. So we 
can confidently reject the null hypothesis and we 
cannot reject the alternative hypothesis.   

Again then, if we focus on the P-value, the result is 
0.00. From the thumb rule of P-value, we know 
that if it is less than 0.05, then the finding is 

	 	Standard	 P-	 	 Lower	 Upper

	 Coefficients	 Error	 t Stat	 value	 95%	 95%

Intercept	 4.77	 0.39	 12.13	 0.00	 4.00	 5.55

X-Variable1	 -0.40	 0.05	 -8.95	 0.00	 -0.49	 -0.31

Then the coordination of the variables was plotted in a scatter plot and the following scatter graph was 
found:
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statistically significant at 5% confidence level, and 
if the P-value is less than 0.01, then the finding is 
statistically significant at 1% confidence level. So, 
from this P-value perspective, we can be 99% 
confident that our alternative hypothesis holds, 
and hence can reject the null hypothesis.

So we can conclude that per capita GDP is 
associated with population growth and the 
relationship is negative meaning that an increase 
in the per capita GDP actually lowers the 
population growth of a country. 

In the post-estimation, to confirm that our 
regression model is error-free, we had to satisfy 
two assumptions, first: the error term is normally 
distributed, and second, there is no relation 
between the error term and the independent 
variable. To check the normality of the error 
term, we plotted the histogram of the regression 
standardized residual in SPSS and found it to be 
normally distributed. Then, to identify whether 
there is any relation between the error term and 
the independent variable, we checked the auto 
correlation between Zpredicted and Spredicted in 
SPSS. Resulting scatter graph showed a truly 
scattered relationship. However, the previously 
identified normality of the dependent and 
independent variable of the study reaffirms the 
satisfaction of both the assumptions of post-
estimation.

But there are some limitations of our study. Apart 
from per capita GDP, Population growth is caused 
by many other variables. Only the GDP growth 
cannot fully explain population growth. Other 
important factors can be the level of education, 
standard of living, government rules, availability of 
family planning facilities, medical supports, life-
style, life expectancy of people, social security, job 
opportunity available, social dynamics, and 
different other environmental and subjective 
socio-economic factors can affect the population 
growth rate of a country which were beyond of 
the scope of this study. Moreover, we used World 
Bank data for 182 countries. So we could not 
accommodate all the countries of the world in 
our study. We used simple linear regression and 

Pierson's correlation in analyzing data. Other 
applicable tools were left apart. 

Finally to conclude, we can say that per capita 
GDP, even though is not the only influential factor, 
definitely is one of the main factors that influences 
the population growth throughout the globe. It 
may be because; GDP is not an indicator of 
economic development only, but many other social 
factors. And development of those factors is 
instrumental in lowering the population growth of 
a country.    
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It's not how much money you make, but how much money 
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- Robert Kiyosaki
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Abstract

Standard costing is a traditional cost accounting method and still an important 
aid to management for cost control purpose. The aim of this article is to study 
the use of standard costing in the listed Pharmaceuticals and Chemical Industry 
in Bangladesh. With the emergence of modern management accounting tools 
and techniques applicable in changed manufacturing environment, some 
academicians opined that standard costing is an outdated and obsolete tool and 
should be excluded from the syllabus of cost accounting. But the findings of the 
study shows that standard costing is still a useful tool in the hand of 
management in controlling cost and in making many managerial decisions. This 
finding is consistent with the study conducted in UK, New Zealand, Dubai, and 
Turkey. This study also focused on the shortcomings of standard costing system 
and remedy for overcoming them. 
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Introduction
Standard costing is a traditional cost accounting 
method. This method of cost accounting is basically 
applied for ascertaining how much costs should be and 
analyzing the causes of variations between how much 
they are and how much they should be. 

Cambridge Business English Dictionary defines 
standard costing as a system of cost accounting used 
for calculating the expected cost of a product by using 
data from similar projects to measure and control the 
real costs.

CIMA Official Terminology, 2005 defines Standard 
costing as a control system that enables any variances 
from standard cost or budget to be analyzed in some 
detail. They suggested four elements of standard 
costing system. These are i) setting standard for each 
operation, ii) comparing actual with standard 
performance, iii) analyzing and reporting variances 
arising from the difference between actual and standard 
performance, and iv) investigating significant variances 
and taking appropriate competitive action.

Oxford Dictionary defines Standard cost as the 
estimated cost of a process, resource, or item used in a 
manufacturing enterprise, entered in an account and 
compared with the actual cost so that anomalies are 
readily detectable.

Management of manufacturing undertaking can use 
standard costing techniques in measuring costs of 
goods sold more efficiently and for more effective 
budgeting and price setting. In standard costing system, 
specific values are assigned to each finished product for 
each component of material, labor and overhead. 
Ideally these standard costs are compared with the 
actual cost at the end of each month or quarter or 
year. Those comparisons identify variances showing 
which standard costs are higher or lower than actual 
costs. A variance is considered favorable if the standard 
costs exceed actual costs and vice versa. Standard 
costing can function as an effective management tool if 
the variances are regularly evaluated. 

Due to the rapid technological developments in the 
manufacturing sector, some academicians such as Mike 
Lucas raised question as to whether it is still 
appropriate to continue teaching this "outdated topic". 

Don Hansen and Maryanne Mowen (2002) described it 
as potentially "dysfunctional". Richard Fleischman and 
Thomas Tyson (1998) claimed that standard costing 
cannot provide adequate assistance in the areas of 
construction strategy and operational management. 
In spite of these criticisms against standard costing, 
some authors observed that this cost accounting tool 
continues to be widely used in both manufacturing and 

service sector throughout the world. For 
instance, 73% companies in the U.K. and 86% 
companies in Japan use standard costing system. 
(Garg, Ghosh, Hudick, and Nowacki, 2003)

The above studies prove that standard costing is 
still a useful tool in the hand of management for 
cost control, decision making and performance 
evaluation purpose. This paper examines the 
current scenario of using standard costing in the 
listed pharmaceutical and chemical companies in 
Bangladesh. 

Objectives of the Study
The primary objective of the study is to examine 
the present scenario of the use of standard 
costing technique in the listed pharmaceutical 
and chemical industry in Bangladesh. The 
secondary objective is to examine the purpose 
for which this old costing system used in the 
sector. The study also focuses on the reasons for 
which this traditional method still in use by this 
sector in spite of the emergence of modern 
management accounting techniques like ABC, 
lean manufacturing, six sigma etc. The relative 
importance of the standard costing functions also 
has been investigated in the study.

Methodology of the Study
The study is based on both primary and 
secondary sources of data. The study was 
conducted on the listed pharmaceuticals and 
chemical industries in Bangladesh. There are 28 
listed companies in this sector in Bangladesh. This 
study covers the entire listed companies in this 
sector. The study period was from January 2016 
to October 2016. 

The study examines several aspects of standard 
costing used by the management in the listed 
pharmaceuticals and chemical industries. The 
questionnaire prepared for the study covers 
issues like do accountants and management use 
standard costing tool to make several managerial 
decisions, how standards are set for instance 
whether they are based on observations or trial 
runs, whether they are achievable with great 
effort or not, what variances are used to judge 
the performance, how frequently variances are 
analyzed to control performance, to what extent 
variances are used to make managerial decisions. 
Descriptive statistics have been used to analyze 
the data.
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Literature Review
Luca Pacioli is regarded as the father of accounting 
after the publication of "Summa de Arithmetica, 
Gerometria, Proportioni et Proportionalita" (Review of 
Arithmetic, Geometry, Ratio and Proportion") in 
Venice in 1494. In this book, Pacioli noticed the idea 
of double entry bookkeeping system. However, 
Pacioli also discussed some issues of today's cost 
accounting such as cash budgeting and variance 
accounting in that book for which he can also be 
credited with the origins of cost accounting. 

British accountant George P. Norton is considered 
as one of the earlier scholar giving the idea of 
standard costing in his 1889 "Textile Manufacturers' 
Bookkeeping" (Solomons, 1994). 

John Whitmore provided the first detailed 
description of a standard cost system in 1906. G. 
Charter Harrison designed the first complete 
standard cost systems in the early 1910s (Chatfield 
and Whitmore, 1996)

In business, the standard cost system was really 
introduced from 1920s (Richard, 1996). Standard 
costing was initially promulgated in the late 1910s 
in the U.S and the U.K. and continued to develop in 
evolutionary fashion into the late 1940s and 1950s. 
Britain was not as far behind America in terms of 
the standard costing practices as has been 
commonly believed (Fleischman, Boyns, and Tyson, 
2008).

Standard costing is applicable both in manufacturing 
and service industries. Williamson, 1996 reported 
that standard costing is applied in Petroleum 
refinery industries, pharmaceuticals and chemical 
industries, automotive industries, canned vegetables 
and fruit, and fast food restaurant industries. Hilton, 
2001 showed that standard costing is also applied 
in many service and non-profit organizations. 

Most studies revealed that the primary purpose of 
applying standard costing is to control cost. 
However, some other uses of standard costing such 
as evaluating performance, preparing budgets, 
setting prices, and making decisions are also 
revealed by various studies. Buyukmirza, 2003 
reported that standard costing has been widely 
used in developed countries in controlling costs, 
preparing budgets and pricing products.

Keeping costs within the predetermined level is a 
major challenge faced by most undertakings in 
today's highly competitive business environment. 
With the technological development and 
globalization, product life cycle becomes shorter. A 
number of advanced management accounting 

techniques such as JIT, TOC, TQM, ABC, balanced 
scorecard, target costing etc, have emerged to 
control costs, to evaluate performance, and to set 
price. In such a circumstance, a number of scholars 
raised a question whether standard costing is still 
useful in this advanced manufacturing environment 
(Kaygusuz, 2006). 

During 1980-2000, several academicians such as 
Kaplan & Johnson (1987), Ferrara (1995) stated that 
standard costing and variance analysis become less 
important for cost control and performance 
evaluation purpose due to the severe competitive 
environment. 

Hilton (2001) noticed that the highly competitive 
environment and improved production technologies 
leads to development of new management 
accounting techniques such as JIT, ABC, TQM, Target 
costing. He further noticed the decreasing role of 
labor in the production process and shortened 
product life cycle also decrease the importance of 
standard costing.

At the extreme, Lucas (1997) opined that standard 
costing has become obsolete, and the teaching of this 
costing system should be discontinued. 

In response to this question, several studies have 
been undertaken in various countries by several 
authors to justify whether standard costing becomes 
obsolete or is still a useful tool in the hand of 
management. 

For instance, David Lyall and Carol Graham  
conducted a survey among 231companies in UK and 
found that more than 90% of the surveyed 
companies apply standard costing for cost control 
purposes and 63% of the managers using the 
technique reported being satisfied in terms of 
decision-making supports. (Lyall and Graham, 1993)

Maliah Sulaman, Nik Nazli, Nik Ahmad, and Norhayati 
Mohd Alwi report in the findings of their study of 
companies doing business in Malaysia that 70% of 
local firms and 76% of 21 Japanese firms use 
standard costing. (Sulaman, Nazli, Ahmad, and Alwi, 
2005)

In New Zealand, 73% of finance and accounting 
specialists still use standard costing. (Guilding, 
Lamminmaki, and Drury, 1998).

Marie, Cheffi, Louis, and Rao (2010) conducted a 
survey among 100 companies doing business in 
Dubai (UAE) to justify whether standard costing is 
still relevant. Their sample contains 57 companies 
from industrial sector and 43 from service and 
trading sector. They found that 77% of companies in 
industrial sector and 39% of companies in service 
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sector are still using standard costing. They found 
that standard costing remains a favorite cost 
accounting method among accounting and finance 
professionals in both industrial and service sectors 
in this rapidly expanding part of the globe due to its 
simplicity, flexibility, and affordability. 

Badem, Ergin & Drury (2013) conducted a study in 
the Turkish automotive industry as to whether they 
still use standard costing or not. The study was 
conducted among all the 13 primary and 300 
supplier companies in the automotive industry in 
Turkey. The findings showed that on an average 77 
percent of the companies still use standard costing.
The above citations prove that standard costing is 
still an important tool in the hand of management. 
The next question is that for what purposes 
standard costing is still used in both manufacturing 
and service industries throughout the world. Marie, 
Cheffi, Louis, and Rao (2010) studied five reasons 
for using standard costing in Dubai. Their study 
showed that 90% of the companies in industrial 
sector and 71% of companies in service sectors in 
Dubai use standard costing for cost control and 
performance evaluation purpose. Whereas these 
figures were 94% and 40% for costing inventories; 
88% and 46% for computing product costs for 
decision making; 78% and 83% as an aid to 
budgeting; 42% and 33% for data processing 
economies in companies in industrial and service 
sector respectively.

In this study, the author tried to identify the current 
status of standard costing practice in listed 
pharmaceuticals and chemical companies in 
Bangladesh. This study also examines what purposes 
are served by standard costing in this sector in 
today's modern technology based manufacturing and 
competitive environment.

Analysis of the Findings
Pharmaceuticals and chemical industry is one of the 
important sectors in Bangladesh economy. The 
pharmaceutical industry meets approximately 97% 
of the total medicine requirements of the local 
market.  It employs about 115,000 employees and 
the size of the market is approximately BDT 117 
billion. As per the statistics of Director General of 
Drug Administration in Bangladesh, the total 
numbers of firms producing medicine are: allopathic 
258, unani 268, homeopathic 79, ayurvedic 201, and 
Herbal 17. There are more than 100 companies that 
produce various chemicals in Bangladesh. However, 
the number of listed pharmaceuticals and chemical 
companies in Bangladesh are only 28. This study 
concentrates only on the listed companies to 
examine their status of using standard costing 

system. The particulars of the listed pharmaceuticals 
and chemical companies including their listing year 
with DSE, paid-up capital and annual turnover are 
detailed in appendix-1.

The study found that 75% (21out of 28) of the 
companies still use standard costing in their 
companies for various purposes. This demonstrates 
that in spite of the revolution of new and modern 
management accounting tools like ABC, Lean 
manufacturing, six sigma etc, standard cost did not 
lose its appeal to this sector in Bangladesh. The 
reason behind the choice of this method as 
mentioned by respondent is its simplicity. 
(Appendix-2)

In response to the question of why do companies 
use standard costing, all of the sampled companies 
(100%) mentioned cost control and costing 
inventories, 90% of the companies used  for 
performance evaluation, and 67% used as an aid to 
budgeting respectively. (Appedix-3)

One of the questions of the study was: what types 
of standards are set by the companies. Most of the 
respondent (57%) replied that they set attainable 
standard, 19% set current standard, 14 % set ideal 
standard and only 10% set basic standard. 
(Appendix-4)

Whether companies choose to use 
design/engineering studies, trial runs, work study 
techniques or average historic usage, most of the 
companies favor (48%) average of historic usage 
method, design/engineering studies method ranked 
next (24%), and the rest favor the other two 
methods equally (14% each). (Appendix-5)

How frequently standards are reviewed by the 
companies, there are heterogeneous respond in this 
respect. 28.57% respond that they review standards 
quarterly, 23.81% mentioned the changes in 
economic and business conditions, 14.28% review 
standards annually and with changes in operating 
conditions and 9.52 % review continuously and the 
same respondent review semiannually. (Appendix-6)

The study finds "operating factors" as the most 
crucial reason (as mentioned by 62% of the 
respondents) for the emergence of variances. 
Random factors are ranked next (24%) and very few 
of respondents traced out poor recording of costs 
and poor budgeting as the reasons for the 
emergence of variances. (Appendix-7)

All of the sampled companies use material price and 
quantity variances, sales volume and price variances are 
used by 86% of the companies, 81% of the companies 
use variable and fixed manufacturing overheads. Labor 
rate and efficiency variances are weighted next (71%) 
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while material mix and yield variances are used by 
least number of companies 57%. (Appendix-8)

The study finds "the size of the variance" as the 
most important factor (47.62%) affecting the 
decision of investigating a variance. The 
controllability of the variance is considered the 
next (33%) important factor in investigating a 
variance. The cost of investigation is weighted 
by only 15% of the respondent company. 
However, some of the respondents report that 
they sometime consider the combination of the 
factors but the factors as well as the practice is 
not consistent. (Appendix-9)

There are a number of shortcomings of 
standard costing that raise the question of its 
continuous use in modern manufacturing 
environments. Most of the respondent 
companies (52.38%) report that standards set 
by the entities become outdated quickly as the 
internal operating conditions and external 
environment change frequently. High 
automation of operation, bypassing continuous 
improvements, and lack of detailed data are also 
reported by companies (14.29% each) as the 
shortcomings of standard costing system. 
(Appendix-10)

This study proves that the emergence of more 
advanced and modern costing techniques such 
as lean manufacturing, six sigma, ABC, balanced 
scorecard, target costing etc, have not made 
standard costing obsolete in the 
pharmaceuticals and chemical industries in 
Bangladesh. The findings of the study are 
consistent with the findings of study conducted 
in UK, New Zealand, Turkey, and Dubai. 

Conclusion
The survival of standard costing in the modern 
manufacturing environment proves its 
usefulness and superiority. The shortcomings 
that have been reported by the study can be 
reduced or eliminated with the use of 
McDonaldization and careful and realistic 
standard setting process. The use of six sigma, 
ABC, lean manufacturing etc, is not yet popular 
among the local companies due to the socio-
economic infrastructure and lack of skilled 
technicians in this respect. However, this study 
concentrates only on listed pharmaceuticals and 
chemical industries. The scenario of non-listed 
companies in this sector may be different. Also 
there is a scope of working with other 
manufacturing sector and service industry.
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	 1	 ACI Limited	 1968	 1976	 398.37	 25,822

	 2	 ACI Formulations Limited	 1995	 2008	 450	 2,908

	 3	 The ACME Laboratories Limited	 1954	 2016	 2116.02	 12,644.91

	 4	 Active Fine Chemicals Limited	 2004	 2010	 1230.44	 1395

	 5	 AFC Agro Biotech Ltd.  	 2010	 2014	 632.50	 599.60

	 6	 Ambee Pharma Ltd.  	 1976	 1986	 24.00	 344.00

	 7	 Beacon Pharmaceuticals Limited  	 2001	 2010	 2310.00	 2052.94

	 8	 Beximco Pharmaceuticals Ltd.  	 1976	 1985	 3862.44	 12,965.51

	 9	 Beximco Synthetics Ltd. 	 1990	 1993	 867.00	 1187.41

	10	 Central Pharmaceuticals Limited  	 1980	 2013	 942.94	 254.56

	11	 FARCHEM (Far Chemical Industries Ltd)	 2007	 2014	 1364.47	 1308.37

	12	 Global Heavy Chemicals Limited  	 2000	 2013	 720.00	 680.40

	13	 GlaxoSmithKline(GSK) Bangladesh Ltd. 	 1974	 1976	 120.46	 6688.83

	14	 The IBN SINA Pharmaceutical Industry Ltd.	 1983	 1989	 224.53	 3162.63

	15	 Imam Button Industries Ltd.  	 1990	 1996	 77.00	 36.41

	16	 JMI Syringes & Medical Devices Ltd.  	 1999	 2013	 110.00	 1213.19

	17	 Keya Cosmetics Ltd.  	 1996	 2001	 7077.02	 5588.65

	18	 Kohinoor Chemicals Company (Bangladesh) Ltd.	 1956	 1988	 101.56	 2960.86

	19	 Libra Infusions Limited  	 1985	 1994	 12.52	 287.00

	20	 Marico Bangladesh Limited	 1999	 2009	 315.00	 7117.76

	21	 Orion Infusion Ltd.  	 1989	 1994	 203.59	 662.84

	22	 Orion Pharma Ltd.  	 1965	 2013	 2340.00	 10706.76

	23	 Pharma Aids  	 1981	 1987	 31.20	 146.71

	24	 Reckitt Benckiser(Bd.)Ltd.  	 1961	 1987	 47.25	 2669.97

	25	 Renata Ltd.  	 1972	 1979	 529.54	 11,107.28

	26	 Salvo Chemical Industry Limited  	 2002	 2011	 561.69	 214

	27	 Square Pharmaceuticals Ltd.  	 1958	 1995	 6235.87	 30281.71

	28	 Wata Chemicals Limited	 1981	 1992	 78.98	 302.14

APPENDICES:

Appendix-1: Demographic Particulars of Listed Pharmaceuticals and Chemical Companies
SL
No.

Name Establishment
Year

Listing  Year
(DSE)

Paid-up
Capital

(Million Taka)

Annual
Turnover

(Million Taka)

Status of use	 Pharmaceuticals	 Chemical	 Total

Use standard costing	 10 (77%)	 11 (73%)	 21 (75%)

Do not use standard costing	 3 (23%)	 4 (27%)	 7 (25%)

Total	 13 (100%)	 15 (100%)	 28 (100%)

Appendix 2: The extent of using standard costing by the sampled companies

Type of Standard	 Pharmaceuticals	 Chemical	 Total

Current standard	 2 (20%)	 2 ((18%)	 4 (19%)

Attainable standard	 5 (50%)	 7 (64%)	 12 (57%)

Ideal standard	 2 (20%)	 1(9%)	 3(14%)

Basic standard	 1(10%)	 1(9%)	 2 (10%)

Total	 10 (100%)	 11 (100%)	 21 (100%)

Appendix-4: Which standard do you set for your company?

Standard costing functions	 Pharmaceuticals	 Chemical	 Total

Cost control         	 10 (100%)	 11(100%)	 21(100%)

Costing inventories 	 10 (100%)	 11 (100%)	 21(100%)

Performance evaluation 	 10 (100%)	 9 (82%)	 19 (90%)

As an aid to budgeting 	 8 (80%)	 6 (55%)	 14 (67%)

Appendix 3: The reasons for using standard costing
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Factors	 Pharmaceuticals	 Chemical	 Total

The size of the variance	 5 (50%)	 5 (45.46%)	 10 (47.62%)

The likelihood of the variance being controllable	 3 (30%)	 4 (36.36%)	 7 (33.33%)

The cost of an investigation	 1 (10%)	 2 (18.18%)	 3 (14.29%)

The interrelationship of variance 	 1 (10%)	 0	 1 (4.76%)

The types of standard that was set 	 0	 0	 0

Total 	 10 (100%)	 11 (100%)	 21 (100%)

Appendix-9: What factors affect the decisions of investigating a variance?

Shortcomings	 Pharmaceuticals	 Chemical	 Total

Non-standards product         	 0	 0	 0

Quickly outdated	 6 (60%)	 5 (45.46%)	 11 (52.38%)

High automation	 2 (20%)	 1 (9.09%)	 3 (14.29%)

Ideal is not helpful 	 0	 1 (9.09%)	 1 (4.76%)

Ignores continuous improvements	 1 (10%)	 2 (18.18%)	 3 (14.29%)

Lacks detail 	 1 (10%)	 2 (18.18%)	 3 (14.29%)

Total 	 10 (100%)	 11 (100%)	 21 (100%)

Appendix-10: What are the most important shortcomings of standard costing?

Basis of setting standard cost	 Pharmaceuticals	 Chemical	  Total

Design/engineering studies	 3 (30%)	 2 (18%)	 5 (24%)

Trial runs	 2 (20%)	 1 (9%)	 3(14%)

Work study techniques	 1(10%)	 2(18%)	 3 (14%)

Average of historic usage	 4(40%)	 6 (55%)	 10 (48%)

Total	 10 (100%)	 11 (100%)	 21 (100%)

Appendix-5: Methods used to set cost standards:

Cause of variance	 Pharmaceuticals	 Chemical	 Total

Poor budgeting	 0	 1 (9%)	 1 (5%)

Poor recording of cost	 1 (10%)	 1 (9%)	 2 (9%)

Operational reasons	 7 (70%)	 6 (55%)	 13 (62%)

Random factors	 2 (20%)	 3 (27%)	 5 (24%)

Total	 10 (100%)	 11 (100%)	 21 (100%)

Appendix-7: Why do variances arise?

Type of variance	 Pharmaceuticals	 Chemical	 Total

Material price       	 10 (100%)	 11 (100%)	 21 (100%)

Material usage 	 10 (100%)	 11 (100%)	 21 (100%)

Material mix 	 8 (80%)	 7 (64%)	 15 (71%)

Material yield	 8 (80%)	 7 (64%)	 15 (71%)

Labor rate/cost	 7 (70%)	 5 (45%)	 12 (57%)

Labor efficiency	 7 (70%)	 5 (45%)	 12 (57%)

Variable production overhead	 9 (90%)	 8 (73%)	 17 (81%)

Fixed production overhead	 9 (90%)	 8 (73%)	 17 (81%)

Sales volume  	 8 (80%)	 10 (91%)	 18 (86%)

Sales price  	 8 (80%)	 10 (91%)	 18 (86%)

Appendix-8: What variances are mostly used by your company?

	 	 Pharmaceuticals	 Chemical	 Total

Monthly	 0	 0	 0

Quarterly	 4 (40%)	 2 (18.18%)	 6 (28.57%)

Semi-annually	 1 (10%)	 1 (9.09%)	 2 (9.52%)

Annually	 1 (10%)	 2(18.18%)	 3 (14.28%)

Continuously	 1 (10%)	 1(9.09%)	 2 (9.52%)

With changes in the economic and business condition	 2 (20%)	 3 (27.27%)	 5 (23.81%)

With changes in the operating conditions	 1 (10%)	 2 (18.18%)	 3 (14.28%)

Total	 10 (100%)	 11 (100%)	 21 (100%)

Appendix-6: How frequently standards are reviewed by your company?
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Abstract

Motivation is one of the most critical elements in the area of management because management is getting 
things done by others. Understanding what motivates employees has been a cause of concern for managers. 
Enterprises design motivation systems not only to encourage employees to perform their best in the most 
efficient way, but also to attract future candidates to apply for specific posts. In view of its importance, an 
attempt has been made to identify the factors that motivate the business professionals in Bangladesh. This is 
an in-depth study of some selected business professionals in Dhaka, Bangladesh and the purpose of this 
research is to find the main factors affecting motivation amongst the employees of some selected 
organizations. A questionnaire survey has been undertaken among 45 employees of different professions to 
analyze their perceptions regarding motivation in the workplace. Required data are collected through 
structured questionnaire and the respondents are asked to give their opinion on the different items of 
questionnaire using 5 points Likert Scale. Frequency tables has been used to present the results of the 
study. Findings revealed that respondents identified many factors of motivation such as challenging job, 
promotion, recognition, being part of a team, good working environment and job security. This study would 
be a prelude and of great help to managers and Human Resources professionals to raise the productivity of 
the company by increasing the motivation of their employees.
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1. Introduction
In today's complicated and changing world, 
organizations play a critical role in achieving social 
goals and missions. This goal is not to be achieved 
without the valuable asset which is called 
manpower cum employees. Employees are the key 
driving force of any organization who gives never-
ending effort to put a company's decisions into 
action. For that reason, the issue of employee's 
motivation has become an indispensable part of 
the human resource strategy of an organization. It 
is certain that when this issue of motivation is 
addressed, there will be beneficial gains for both 
the employer and employee. Individuals are 
complex; it is not always easy to determine what 
motivates them. However, the better management 
understands what motivates an individual and the 
more effectively management applies the 
appropriate motivational factors. If the behavior of 
employees is successfully influenced, productivity 
can be increased. If a business' workforce is 
motivated and satisfied, the implementation of 
management decisions and the performance of 
employees can be improved (Louw & Venter, 
2006:424; Cronjè et al., 2000:154). Research 
indicates that every year organizations are 
investing plenty of money for incentive programs 
to motivate people work within, though all efforts 
have not achieved desired results. However, 
successful programs have been able to boost 
performance to the extent of 44% (Lai, 2009). 

Growing numbers of job satisfactions and 
organization efficiency is the result of motivation. 
Maintaining the level of motivation of employees in 
the organization is varied from other activities 
carried out in the organization. Motivation is the 
strength of the people to make them able to 
choose specific work, to stay and work hard in the 
given position. The value of motivating employees 
is significant at all level of any organization 
Kirstein(2010) and  Kovach(1980) found that 
companies more like to have motivated and 
energetic employees rather than the person with 
high education but lack of energy. Past studies 
showed that the major tool adopted to motivate 
employees was to offer them extra salary or 
incentives, but recently it is found that when the 
companies fall into difficulty in the period of 
financial crisis, most of the organization go to cut 
the cost of labor from their salaries and incentives 
(Nober, 2011). Thus, serious question arises around 
what other tools can be used to motivate the 
employees in organizations in an efficient but 
effective ways. Previous studies showed that there 

are various approaches to motivate employees and 
further suggested that employees tend to be 
motivated if companies give them all necessary 
needs. (Kirstein, 2010).

2. Review of Literature
We need motivated employees for the survival of 
an organization. Employee performance is directly 
related to motivational factors. To be effective, 
managers need to understand what motivates 
employees within the context of the roles they 
perform. Of all the functions a manager performs, 
motivating employees is arguably the most 
complex. This is due, in part, to the fact that what 
motivates employees changes constantly (Bowen & 
Radhakrishna, 2011). 

Motivation is the process of inspiring people to 
achieve their goals (Chaudhary & Sharma, 2012). 
Work motivation is a set of energetic forces that 
originate both within as beyond an individual's 
being, to initiate work-related behavior and to 
determine its form, direction, intensity, and 
duration (Kirstein, 2010). Getting people to do 
their best at work is one of hardest challenges of 
managers. The importance of employees' 
satisfaction and motivation is being more and more 
important everyday in the enterprises. Nohria, 
Groysberg, and Lee explain that the four drivers 
that underline motivation are: acquire, bond, 
comprehend and defend. They also point out that 
the organizational levels of motivation are: the 
reward system, the culture, the job design and 
performance-management, and resource-allocation 
processes (Nohria, 2008).  Pinder (2008) referred 
that, "Work motivation is a set of energetic forces 
that originate both within as well as beyond an 
individual?s being, to initiate work related behavior, 
and to determine its form, direction, intensity and 
duration." According to L. Deckers (2010), 
Motivation is a person?s internal disposition to be 
concerned with and approach positive incentives 
and avoid negative incentives. To further this, an 
incentive is the anticipated reward or aversive 
event available in the environment. Golzadeh 
(2001) stated that human beings, whether in 
industrial or business organizations, are seen as 
one of the important factors for the attainment of 
the organizational goals. As such, motivating factors 
inside humans must be recognized in order to 
enhance efficiency and productivity and then 
embark on satisfying their needs to improve their 
efficiency. In addition, all authorities in the field of 
management regard motivation as a complex 
behavior and thus with a multidimensional nature.  
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Amirkhani (2010) investigated the 
relationship between employee motivation 
and client satisfaction in the branches of 
Tehran's Social Security Organization. It was 
assumed that if the employees' health-
motivational needs (e.g. physical conditions, 
effective leadership, cooperation and 
synergy, reward, job security, salary, creativity, 
and innovation) are met, it will lead to the 
customer satisfaction. Money has been 
pointed out as a motivational factor by a 
large number of researchers. It is often seen 
as a symbol of success and also associated 
with comfort and security (Engelberg and 
Sjöberg, 2006). It is considered as an 
advantage for the managers, because they 
can use money as a strategy since money 
can have a great impact on employees' 
performance. Some researchers have stated 
that motivation is the main instrument to be 
used. Knowing that it exists a direct 
correlation between salary and the results 
obtained (Androniceanu, 2011). (Gibbons 
1997) stated that promotion is one of the 
most efficient ways to keep employees 
motivated by offering them opportunities 
along their careers, giving them more 
responsibilities or even more authority. It 
may be applied by giving the opportunity to 
increase the salary compensation. This 
commodity can also cover a part of security 
needs by increasing the buying power of the 
employee. Promotions help assigning 
workers to jobs that better suit their 
abilities and is a way to move up quickly the 
talented workers. A study on fast food 
industry conducted by Hossain and Hossain 
(2011) found that several different factors 
according to the order of importance- Good 
wages, overall job security, training and 
development, benefits, evaluating 
performance fairly, accepts mistakes 
positively, availability of logistics supports, 
opportunities for career growth and 
development, flexible working hour, 
recognition, challenging work, reasonableness 
in work. 

The theories of motivation can be divided 
into two broad categories, viz. content 
theories, and process theories. Contents 
theories attempt to explain what drives 
individuals to act in a certain manner based 
on a universal understanding that all human 
beings have needs, which pursue them to 
satisfy these needs lead to motivation.

Process theories of motivation concentrate on how 
employee's needs influence their own behavior. In this 
perspective, "need" accounts for one component of the 
process through which individuals decides how to 
behave.

There is a great need for motivational strategies in 
organizations. This need is often greater than one would 
expect because of the limitations of resources in 
organizations. Managers are often so preoccupied with 
the core operational concerns that by the time they 
realise that their workforce has a negative attitude 
towards the organization; commitment has already been 
lost (Lynas & Dorrian, 2012). Therefore, this study will 
address the factors concerning motivation in 
organizations. The end result of this study will make it 
easier for managers to identify what motivates the 
employees and how the implementation of such 
motivational factors can lead to higher levels of 
satisfaction and commitment among their employees.

Content  Theories

Maslow's Theory: Maslow identified five human needs categorized 
them based on the priority of needs fulfillment. According to Maslow, 
people are motivated to meet five types of needs which can be ranked in 
a hierarchy in the following order: Physiological needs, security or safety 
needs, belongings or social needs, esteem needs and self actualization.

ERG Theory: Alderfer, however, revised the hierarchy needs theory by 
revamping five human core needs into three broad groups, such as 
"existence", "relatedness", and "growth", which is known as ERG theory. 
The "existence need" is concerned with providing the basic materials 
similar to Maslow's physiological needs and security needs. The 
"relatedness need" refers to a personal relationship, which are similar to 
Maslow's belongingness and esteem needs and "growth needs" is about 
intrinsic desire for personal development.

Herzberg's Theory: Herzberg's two factor theory states that there 
are two distinct sets of factor viz. "motivational" and "hygiene" factors 
influence human behavior. Motivational factors (such as achievement, 
recognition, responsibility, work itself, advancement, personal growth) are 
related to work content while hygiene factors (such as company policies 
and administration, interpersonal relations, working conditions, salary, job 
security, status, benefits) are related to the work environment.

Expectancy Theory:  According to Vroom , people are motivated to do 
things to reach a goal if they believe in the worth of that goal. This 
theory suggests that employee's motivation depends on "expectancy", 
"instrumentality" and "valence". Expectancy theory explains how reward 
can lead one's behavior to achieve the company's goal. An employee is 
willing to perform with a high level of effort when he or she believes that 
this will lead to desired rewards.

Goal Setting Theory: Locke Edwin suggests the Goal setting theory of 
motivation. The theory emerged from the idea of expectancy theory 
where a goal setting is a vital tool, which acts as an "immediate regulator 
of human action" that leads employees towards achieving the goal. 
"Goals affect performance by directing attention, mobilizing effort, 
increasing persistence, and motivating strategy development". Setting a 
specific and challenging goal caused higher performance than no or not 
specific or did simple goal.

Equity Theory: The equity theory of motivation presumes that an 
individual is strongly motivated by a balanced result of input (such as 
effort, loyalty, hard work, commitment, skill, ability, adaptability, tolerance, 
determination, personal sacrifice, etc.) and output (such as pay, salary, 
other benefits, recognition, reputation, praise and thanks, promotion, etc.).

Process Theories
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3. Objectives of the Study
The primary objective of this study is to 
investigate the predetermined factors that 
motivate business professionals.  A number of 
secondary objectives are pursued in order to 
achieve the primary objective of this study. These 
secondary objectives are to make a secondary 
literature review of motivational factors, by 
investigating the different motivational views; to 
capture, analyze and interpret the data gathered 
from the completed questionnaires; and to make 
recommendations to the managers by providing 
possible motivational strategies to ensure 
improved levels of employee satisfaction and 
productivity. 

4. Methodology
4.1. Data Sources
This study is based on both primary and 
secondary sources of data. Primary data have 
been collected from the employees of different 
professions of some selected organizations. All 
organizations are located in Dhaka city, the capital 
of Bangladesh. Secondary data have been collected 
from various journals, publications, internet sites 
and newspapers. Data are used to provide 
theoretical knowledge of the study. 

4.2. Sampling Technique and Sample
This study is conducted over 45 sample units. The 
purposive sampling method has been used. Data 
are collected from some business professionals in 
Bangladesh. The respondents are asked questions 
about their attitudes and behaviors regarding 
motivation.

4.3. Questionnaire Design
For this study, structured questionnaire is used to 
collect primary data. Questionnaire consists of 
three parts; first part will consist of demographic 
questions and second part will consist of about 
six questions to ask respondent about their 
opinions regarding various factors of motivation. 
All items are measured on a five-point Likert 
Scale ranging from 1 (strongly disagree) to 5 
(strongly agree). The questions are designed based 
on literature collected.

4.4.  Study Variables and Sources
Based on previous researches conducted on 
employee motivation, following factors are taken 

into consideration. These factors are represented 
below along with their sources.

Table-1: Study Variables and Sources

i. Challenging Job
Challenging job ranked as the most important factor 
for enhancing employee motivation by Kovach 
(1987), Harpaz (1990) and Linder (1998). If 
companies wish to enhance their employees? need 
for self actualization, they must have to provide 
interesting and challenging work that will propel 
employee innovation, creativity, sense of 
accomplishment and increased responsibility. 
According to Herzberg (1959), this factor is a 
motivator. Assuring presence in the workplace will 
enhance high motivation and satisfaction.

ii. Job Security 
Job security is one of the major concerns of 
employees in this sector now a days since huge 
retrenchment has been seen recently. It is a safety 
factor, according to Maslow. In the age of 
downsizing, employees are always in a fear about 
their job security. Any minor changes in the working 
environment would make them worried about their 
security. Organizations have to ensure proper 
communication if any crucial change occurs in the 
organization. On the other hand, job security is a 
hygiene factor according to Herzberg. If there is lack 
of job security, job dissatisfaction will occur. But if it 
is present in the workplace it will prevent job 
dissatisfaction but do not lead to satisfaction.

iii. Being Part of a Team
Obviously a healthy workplace where employees 
have cooperative and harmonious relationship with 
their coworkers and supervisors will lead to higher 
performance. If they have team spirit it will lead 
them toward synergistic solution. This factor also 
ranked 4th according to the study conducted by 
Ölçer (2005). It is a social factor according to 
Maslow (1943). Introducing congenial social 
environment is quite convincing issue which causes 

Variables	 Sources

Challenging job	 Herrzberg et al. (1959), Linder (1998), 	
	 Hossain & Hossain (2011) 

Job Security	 Herrzberg et al. (1959), Linder (1998), 	
	 Ölçer (2005), Hossain & Hossain (2011) 

Being part of a team	 Herrzberg et al. (1959), Linder (1998), 	
	 Ölçer (2005) 

Promotion and growth	 Herrzberg et al. (1959), Linder (1998), 	
	 Hossain & Hossain (2011) 

Recognition	 Herrzberg et al. (1959), Linder (1998), 	
	 Hossain & Hossain (2011) 

Good work environment	Herrzberg et al. (1959), Linder (1998), 	
	 Ölçer (2005)
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employee motivation and work satisfaction. 
Employee?s bad feeling toward their authority and 
coworkers has impact on their job performance 
which leads to dissatisfaction. There is a variety of 
ways to develop the relationship such as, through 
task (giving feedback, taking ideas from 
employees/team mates, giving consultation etc.) 
and non-task (showing respect, care for each other 
etc.).

iv. Promotion and Growth
Promotion and growth factor was ranked 6th in 
the study of Linder (1998) and 2nd by the study of 
Hossain and Hossain (2011). To address this factor, 
managers must have to focus on propelling the 
development and ability of the employees through 
training programs, enhance growth opportunities 
and focus on performance based promotion. A 
comparison of this factor to Maslow's need-
hierarchy theory provides some interesting insight 
into employee motivation. This factor is considered 
as the powerful motivational factor for employees 
to satisfy their need for esteem and self 
actualization. It is also known as the intrinsic factor, 
which makes employees satisfied and highly 
motivated when it is met. It is a motivator 
according to Herzberg's two-factor theory. 
Herzberg, Mausner, & Snyderman (1959) stated 
that to the degree that motivators are present in a 
job, motivation will occur.

v. Recognition 
Recognition is one of the most top desires of 
employees which motivate and remain them 
productive by enhancing their self-esteem. This 
allows them to enhance positive self evaluation and 
ability to contribute for organization. It is an 
esteem factor according to Maslow (1943). 
Herzberg?s two factor theory (1959) described it 
as motivator that makes employees more satisfied. 
Another comparison with of this factor with 
Adams's equity theory shows, if an employee feels 
that there is a lack of appreciation for work done, 
as being too low relative to another employee, an 
inequity may exist and the employee will be de-
motivated. Adams (1965) stated employees will 
attempt to restore equity through various means, 
some of which may be counter- productive to 
organizational goals and objectives. There are 
several ways of recognition including greeting for 
better jobs, acknowledge employee milestones by 
giving formal award, high appreciation (either oral) 
for coming up with new and innovative ideas, 
arranging frequent team building activities etc. 
However, there should be equal recognition for all 
and managers should appreciate immediately after 
employees deserve it.

vi. Good Working Environment

Good working environment is another vital 
aspect that affects the level of motivation of 
employee drastically. If organizations become 
unable to provide better working environment 
high dissatisfaction will arise from the part of 
employees (Herzberg 1959). But ensuring better 
working condition may not be a high satisfier.

4.5. The Model
An investigation and detailed examination and of 
the relevant literature on employee motivation, 
it is evident that a single model may not throw 
light on the factors influencing motivation 
among business professionals. However, the 
following model has been developed for the 
purpose of this study (Figure-1). 

The model shows that employee motivation is 
influenced by these main factors- Challenging 
job, promotion, recognition, being part of a 
team, good working environment an djob 
security.  In this study, employee motivation has 
been used as the dependent variable and the 
factors that lead to motivation are labeled as 
independent variable. 

5. Analysis and Findings
5.1. Background Information
A total of 45 respondents are surveyed for the 
study. In terms of age, 9% of the respondents 
come under the age group of 25-35, 11% of the 
respondents come under the age group of 36-45, 

Motivational
Factors

Challenging Job

Promotion Recognition

Good Working
Environment

Figure: 1- The Model

Job Security Being part of
a team
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44% of the respondents come under the age group 
of 46-55 and 36% of the respondents come under 
the age group of above 55. Study reveals that 56% of 
the respondents are male and 44% of the 
respondents are female. The percentage of married 
and unmarried are 58% and 42%. In terms of 
occupation, 31% of the respondents are HR 
managers, 20% of the respondents are Professor, 13% 
of them are accountant, and 16 % and 20% of the 
respondents are Doctor and Engineer. In terms of 
experience, 9% of the respondents have experience 
below 5 years, 11% of the respondents have an 
experience for 5-8 years, 33% of the respondents 
have an experience for 9-12   years and 47% of 
respondents have an experience for above 12 years. 
In terms of monthly income, 24% of the respondents 
are getting a monthly income in between 25,000-
35,000, 29% of the respondents are getting a monthly 
income in between 36,000-45,000, 31% of the 
respondents are getting a monthly income between 
46,000- 55,000 and 16% of the respondents are 
getting a monthly income above 55,000. The profile of 
the respondents is given below:

Table- 02: Profile of the Respondents

Source: Survey 

5.2. Analysis based on the Personal Factors 

l Most of the male professionals are strongly 
agreed about the challenging job than female 
professionals. It is found that female 
professionals are more concerned about good 
working environment.     

l Age ranging between 36-45 is more concerned 

about job security. Younger employees are given 
more emphasis on higher pay. 

l  Employees whose salary below 35,000 are more 
concerned with promotion and recognition,  
and study also shows that employee's salary 
above 55,000 are more concerned with open 
communication and participation from their job. 

l  The study reveals that, HR managers are very 
concerned with job security; professors are 
concerned about challenging work and 
recognition while doctors and engineers are in 
favor of freedom and good working environment. 

5.3. Analysis based on the Factors that 
Affect Employee Motivation

In this section, many factors have been studied from 
literature review and asked respondents to tick 
based on their experience. In this section we will 
elaborate each factor with respondents replied. 
Following are the factors asked respondents;

Table-03: Factors Influencing Employee Motivation

5.4. Results and Discussions
i.  Respondents were asked for the factor of 

motivation of challenging job, 71% of the 
respondents strongly agree that this factor 
motivate them in working, 20% of the 
respondents agree about this factor, while only 
2% of the respondents said negativity of it.

ii.  Among 45 respondents, 56% of the respondents 
strongly agree about job security as a factor of 
motivation while only 4% of the respondents 
disagree about this issue. 

iii.  This study found that 11% of the respondents 
strongly agree and 39% of the respondents 
agree that team work is an important factor 
that motivates them in working. Only 5% of 
the respondents disagree and 2% of them 
strongly disagree about this factor. 

iv.  It was found that 47% respondents strongly 
believed that promotion keep them motivated 
in the working environment and 40% agreed 
about this factor, only 2 % of the respondents 
strongly disagree about this issue.

Factors

Age

Gender

Marital Status

Occupation

Experiences

Monthly Income 

Categories

25-35
36-45
46-55
Above 55

Male
Female

Unmarried
Married

HR Managers
Professor
Accountant
Doctor

Engineer
1-5 year
6-10
11-15
Above 15

25,000-35,000
36,000-45,000
46,000-55,000
Above 55,000

Percentages
(%)

9%
11%
44%
36%

56%
44%

42%
58%

31%
20%
13%
16%

20%
9%
11%
33%
47%

24%
29%
31%
16%

Frequencies

4
5
20
16

25
20

19
26

14
9
6
7

9
4
5
15
21

11
13
14
7

Factors	 SD (%)	D (%)	 N (%)	 A (%)	SA (%)

Challenging job 	 1(2%)	 1(2%)	 2(5%)	 9(20%)	32(71%)

Job Security	 1(2%)	 2(4%)	 3(7%)	14(31%)	25(56%)

Being part of a team	 1(2%)	 2(5%)	 5(11%)	22(49%)	15(33%)

Promotion & growth	 1(2%)	 2(4%)	 3(7%)	18(40%)	21(47%)

Recognition 	 2(4%)	 3(7%)	 4(9%)	25(56%)	11(24%)

A good work environment 	1(2%)	 2(4%)	 4(9%)	16(36%)	22(49%)
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v.  In this questionnaire study, respondents were 
asked to answer for the factor of recognition 
for the job done at work place as a motivation 
factors indicate that 56% respondents agree 
that this factors motivate them and 24% 
answered full appreciation at work place highly 
motivate them, in contrast 7% respondent 
disagree and answered full appreciation do not 
motivate them. 

vi.   A large number of respondents answered good 
working condition motivate them to work at 
work place about 49% and 36 % respondents 
strongly agree and agree about this factor and 
only small number of respondents are not 
motivated from good working condition.

6. Conclusions and
   Suggestions for Further Study 
From this study on the factors influencing 
employee motivation, it is revealed that employees 
are motivated by some factors but there are also 
some other factors that should be taken into 
consideration: 
l Top level management should provide some 

sorts of autonomy and decision making power 
to their employees. 

l Company should provide all the necessary 
resources (information, tools, equipments etc.) 
to the employees to perform their duties 
efficiently and effectively. 

l Promotion structure should be rearranged. 
Manager should give more priorities on 
performance and efforts rather than on their 
personal characteristics. 

l Manger should recognize the efforts of 
employees and appreciate their valuable 
performance towards organization. 

Based on the findings of the study, it can be 
concluded that paying attention to employees' 
motivational factors and their needs is one of the 
important factors in increasing human resources 
productivity and as one of the basic prerequisites 
to attain goals in a job and motivating people who 
do it. As such, an organization should consider 
formulating and implementing policies and 
practices that positively affect employee 
motivation.

This study has got few limitations. It is conducted 
with a limited scope, covering only some selected 
organizations in Dhaka city. In the light of this 
limitation, further research can be made by taking a 
big sample size. So further study is required 

covering a larger area in order to have better 
understanding of this issue. Moreover, this study 
used a limited number of factors. Motivation is a 
highly sensitive concept which is affected by a 
multiplicity of factors and the research is quite 
extensive if one has to go deeper into the subject.  

References

Androniceanu, A. (2011). Motivation of the Human Resources for a 
Sustainable Organizational Development. 

Adams, JS 1965, Inequity in social exchange, In L. Berkowitz (ed.), 
Academic Press, New York.

Bowen, BE & Radhakrishna, RB (2011), "Job satisfaction of 
agricultural education faculty: A constant phenomena?, Journal 
of Agricultural Education, vol. 32, No. 2, PP. 16-22.

Deckers, L (2010), Motivation: Biological, Psychological and 
Environmental, 3rd edn, MA: Pearson, Boston.

Engelberg, E., & Sjöberg, L. (2006). Money attitudes and emotional 
intelligence. Journal of Applied Social Psychology, 36(8), 2027-
2047. 

Gibbons, R. (1997). In Advances in Economics and Econometrics: 
Theory and Applications (vol II, Chapter 1). Cambridge 
University Press. 

Golzadeh, E. (2010). "Factors Affecting Employee Job Motivation in 
Organizations". Management Central Website.

Herzberg, F, Mausner, B & Snyderman, BB (1959), The motivation to 
work, John Wiley & Sons, New York. 

Hossain, M, Kamal & Hossain, Anowar (2012), "Factors Affecting 
Employee?s Motivation In Fast Food Industry: The Case of 
KFC UK LTD.? Research Journals of Economics, Business and 
ITC, Vol. 5, pp. 22-29, viewed 2 November 2012, 
http://ojs.journals.cz/ index.php/ RJEBI/article/view/223/227>.

Kirstein, M. (2010). The role of motivation in human resources: 
importance of motivation factors among future business 
persons. Aarhus : Denmark Aarhus School of Business. 

Kovach. (1987). what motivate employees? workers and supervisor 
perception and difference. Business Horizons.

Linder, R, James (1998). Understanding Employee Motivation?, 
Journal of Extension, Vol. 36, No. 3, PP. 2.

Lai, C. (2009), Motivating Employees through Incentive programmes, 
Dissertation Thesis of Bachelor Degree, Jyvaskyla University 
of Applied Sciences, retrieved from: 
h t t p s : / / p u b l i c a t i o n s . t h e s e u s . f i / b i t s t r e a m /  
handle/10024/17561/jamk_1237444488_5.pdf? sequence=2, 
(Accessed on: 11/09/2011).

Louw L & Venter P. (2006). Strategic management: Winning the 
Southern African workplace. Cape Town: Oxford.

Lynas MG & Dorrian AP. (1987). Managing the smaller firm. 1st 
Edition. Johannesburg: Southern Book.

Maslow, AH (1943), "A theory of human motivation, Psychological 
Review, July 1943, PP. 370-396. 

Ölçer, F (2005), "Departmanl? ma?azalarda motivasyon üzerine bir 
ara?t?rma?, Erciyes Üniversitesi ?ktisadi ve ?dari Bilimler 
Fakültesi Dergisi, Vol. 25, PP. 1-26.

Nitin Nohria, B. G.-E. (2008). Harvard Business Review, Employee 
Motivation A Powerful New Model. 2-3. 

Nober, F. W. (2011). Technological Managerial and Organizational 
Core Competences,. Business Scince Reference Publishing, 
IGI Global, USA, 34-136 . 

Pinder, CC (2008), Work motivation in organizational behavior, 2nd 
edn, Psychology Press, New York.



58 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-44, NUMBER-6, NOVEMBER-DECEMBER 2016

Mir Asraful Islam FCMA started his career with the 
Local Textile Group as Assistant Manager, Accounts, 
beginning of 2005 after obtaining his Master of 
Commerce (M. Com.) degree. While leaving the 
company after qualifying CMA designation from 
ICMAB, he joined with CONCORD Group of 
Companies as Assistant General Manager (AGM), 
Accounts in 2007. After two years, he moved to a 
Real Estate Company, known as, Building Technology 
& Ideas Ltd. (BTIL) as General Manager (Finance & 
Accounts). In 2011, he joined with the national 
conglomerate, RAHIMAFROOZ GROUP as Head of 
Finance to its Agro and property division. Now, he 
has been working with Atlas Copco Bangladesh 
Ltd as Business Controller from 2013. Atlas 
Copco has been known as a world-leading Swedish 
Multinational Company and the provider of industrial 
productivity solutions for more than a century. Atlas 
Copco has 140 years of achievements history by one 
of the world's most innovative technology and 
sustainable companies ranking in the world.

Throughout his career, he served many different 
areas and got opportunities to attend  training and 
conference and company board meetings in different 
parts of the world, held in  Belgium, China , UAE, 
Malaysia, Indonesia, Thailand, Sri Lanka, and India. He 

qualified as a Cost and Management Accountant in 
2007 from ICMAB and elected as Associated 
Member in 2008 and in 2014, he elected as Fellow 
Member of ICMAB. 

In 2015, he appeared CIMA UK final examination 
under Strategic Case Study route and qualified as 
Chartered Management Accountant. After an 
evaluation by CIMA, UK, he obtained ACMA and 
CGMA designation from CIMA UK. 

What is the secret of your success?

My success and personal achievement rise to 
Global was not achieved via an aloof prospective. 
My secret as to go global person has evolved from 
an in close prospective taking a focused look at 
the situation realities in my current position as 
well as for future needs. My aim was at a specific 
goal by increasing areas in my present competence 
wheel and more concentration and productive use 
of my limited times.

What does your job entail?

I am now working with a world - leading Swedish 
Multinational Company and ranked one the most 
sustainable company in the world in industrial 

Mir Asraful Islam FCMA, ICMAB, qualified CMA, 
(CIMA, UK) and obtained ACMA and CGMA 
designation from CIMA, UK. CMA degree has made his way 
easy to become a global professional. ICMAB congratulates 
him for his brilliant success.

CMAs
Working in the
Corporate World

This section focuses on reflections 
from CMAs of ICMAB working in 
the corporate world and how they 
have been preparing themselves to 
survive in the corporate arena and 
facing global competition. 

INTERVIEW
with
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equipment segment. My jobs entails support and 
develop of business strategies, review, monitor and 
controls the planning process for financial targets and 
goals and analysis of financial results of the 
Bangladesh centre operations and perform ad-hoc 
analyses on key performance indicators of the multi-
band business.

I also support to the management in achieving 
efficient processes, Pro-active review and follow-up of 
business trends and analyze deviations from the plan 
via set up secure internal controls mechanism 
including Control and consolidate the financial 
performance of the company (integrating PC and CC) 
and make sure that the financial reporting and 
accounting practices are in line with Group guideline 
and local legal requirements.

I also supervise to manage change and lead 
improvement processes  through Latest system based 
programs by Raising  "red flags" to operational 
management whenever compliance with sound 
business principles are at risk.

Why did you choose CIMA designation?

By studying the CIMA qualification and going to be a 
CIMA member, I will join with the largest professional 
body of Management Accountants in the world.The 
agreement between ICMAB and CIMA UK 
encouraged me to choose CIMA as only one case 
study subject is required to pass to qualify CIMA. In 
addition, I will be able to use CGMA designation and 
be part of a truly global network because my aim was 
to recognize globally and use CGMA designation to 
establish management accounting as the most valued 
profession in business worldwide.

In Strategic Case Study (SCS) learning, I have found 
many interesting, one of the interesting part of the 
SCS exam is the need to support and articulate the 
strategic recommendations generate during the 
course of business. This SCS exam. may not be asked 
how to record particular transactions but rather how 
certain decisions may impact everything from 
bottom-line performance to your company's market 
perception to the ethics of your human resources 
practices. By the end of the three-hour exam, you're 
exhausted. And rightfully so. You've just helped your 
CEO and CFO avoid a public relations nightmare, 
navigate market expectations for performance, and 
protect shareholder value while also stepping through 
internal politics during a quickly evolving business 
climate. While the exam favors those with real-world 
experience, experience alone may not be enough to 
get a passing grade.

The most challenging part is available time for 
strategic decision within very limited time by typing 
desktop Computer and answer should be on 
pinpoints, concise and straight forward.

Which part of the SCS learning have you been 
found the most interesting and the most 
challenging?

I would say that my other interest right now in 
Master courses of CIMA, comprehensive range of 
CPD training courses. Choose from 200 
accounting, finance and business courses that will 
help me develop my skills and enhance my  career 
to further explore a burning interest  and  
network and gain new contacts  and  gain specialist 
skills which currently I am looking .

What other interests do you have and how do 
you fit these around your studies?

In SCS learning I am also find many other interest 
like financial strategy, corporate governance issues, 
ethics in business and various risk factors apply in 
every aspect of decision making which have fit 
around my SCS studies.

Do you intend to combine these interests with 
your work one day?

By combining this interest in my work, I shall be 
able to achieve highest level of competence and 
furthermost success with professional happiness. I 
shall also intend to contribute more to present 
assigned responsibilities by attaining those 
knowledge programs.

What do you suggest for the ICMAB 
FCMAs/ACMAs who are pursuing to receive 
CIMA CMA designations?  

I would suggest to our FCMAs/ACMAs   holders 
to drive themselves with a defined clear target   
time frame and to be thought of as personal 
strategies to complete CIMA Case study subject. 
CIMA CGMA designation holders can come 
across better Global opportunities in the 
accounting and financial world certainly with 
increase in pay packets and International 
perspective can also couple with increased 
confidence & competence.

What are your long-term ambitions?

Without a doubt, the most important long term 
ambition is to achieve the highest position like 
Managing Director /CEO in any Multinational or 
big local Group of Company  so as to complete 
the full circle of professional life. Another plan for 
a second career based on my abilities, for instance 
- serving as a consultant/expert and to become a 
successful corporate leader, one day.

[Interviewed by The Editor, THE COST & 
MANAGEMENT.]
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The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue, Mr. 
Md. Monowar Hossain, FCPA, CIPFA(UK), ACA, FCS, FCMA, former Consultant (Office 
of the Chief Accountant) of BSEC, former Audit Consultant (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 'IFRS update', 'IFRS for Banks and 
Financial Institutions', 'How to Implement IFRS-9: Financial Instruments', who has been working 
with Agrani Bank Limited, a state owned commercial Bank having 936 branch networking 
with 15,000 employees, as GM & Head of Internal Control and Compliance (ICC). 

Introduction on IFRS update 

In the IFRS update ICMAB Journal provides an 
overview of the changes with respect to financial 
reporting applicable to the present year and look 
forward to some great changes that already draw 
the attention of enterprises/professional 
accountants.

This concerns not only the technical implications 
for financial reporting, but also to the 
consequences for the business and processes 
through applying IFRS-15: Revenue recognition and 
IFRS-9: Financial Instruments, both effective from 
2018 and IFRS-16: Leases, effective from 2019.

The release and effective date of 'IFRS-17: 
Insurance Contracts'

The IASB has set 1 January 2021 as the mandatory 
effective date of 'IFRS-17: Insurance Contracts' 
with early adoption permitted if entities also apply 
IFRS-9 and IFRS-15. The IASB responded to 
concerns raised during field testing by making 
changes to the requirements for level of 
aggregation, transition, and application of the 
building block and variable fee approaches. The 
Board expects to issue IFRS-17 in the first half of 
2017. 

IFRS for Banks and Financial Institutions

The financial reporting of Banks' activities looks 
different from 'normal' organization because the 
main product / service of any Bank or a Financial 
Institution is money in various forms:

3  Lending money,

3  Saving money,

3 Multiplying our money or sometimes 
shrinking our money,

3   Taking care of our money,

3  Enabling us using our money (cheques, credit 
cards, etc.).

We would like to outline the main specifics of the 
IFRS use by Banks and the IFRS standards that are 
top priority for any CFO, professional accountant 
or a finance person working in Banks and Financial 
Institutions as follows (as described ifrsbox): 
 
(A) Financial Instruments (IFRS-9/IAS-39, IAS-32)

Financial instruments are very complex and involve 
lots of considerations and topics. Not only Banks 
face financial instruments - any trading company 
has some financial instruments, too (if selling and 
invoicing).

Update on
IFRS, IAS, IFRIC and SIC
for Professional Accountants
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The Banks enter into many complicated 
transactions, issue various types of compound 
financial instruments (in which both equity and 
liability element is present, e.g. convertible bond), 
generate loans to different portfolios of clients 
with different credit risk and many others. Within 
the financial instruments, the important issues are 
as follows:
 
(A)1. Impairment of Financial Assets

The impairment of financial assets as introduced by 
IFRS-9 in July 2014 brings many big challenges 
specially to Banks.In brief: IFRS-9 introduced 
expected credit loss model for recognizing loss 
allowance to financial assets. And Banks are 
affected severely.

Majority of other types of companies can use 
simplified approach permitted by IFRS-9 for the 
impairment of financial assets and calculate loss 
allowances solely in the amount of life-time 
expected credit losses. Banks cannot use simplified 
approach for the biggest group of their financial 
assets - loans, because the loans do not fall 
within the exception.

Banks need to apply three-stage general model for 
recognizing loss allowances (source: ifrsbox).
 

Banks must:
3 Decide whether the individual financial assets 

will be monitored collectively (lots of similar 
loans with lower volumes) or individually (big 
loans?)

3 Carefully analyze the financial assets and 
assess to what stage does the financial asset 
belong:
o	Performing, or
o	With significantly increased credit risk, or
o	Credit impaired.

3  Based on the stage, Bank must evaluate how 
to calculate loss allowance equal to:
o	12-month expected credit loss, or
o	Life-time expected credit loss

3  For the above calculation, Bank must collect 
big volume of data to estimate:

o	Probability of default within 12 months;
o	Probability of default beyond 12 months;
o	Credit losses in the case of default

3  Bank may need to categorize its loan into 
various portfolios and monitor relevant 
information for each portfolio separately, 
based on some common characteristics.

All these tasks bring significant tasks for IT 
department (may within the CBS), managers 
dealing with the clients, statistic people and many 
other involved in order to upgrade the internal 
systems, so that all the information is provided on 
time and in sufficient quality with proper judgment.

(A)2. Classification and Measurement of 
Financial Instruments

Financial assets make up most of Banks' assets. 
IFRS-9 classifies the financial assets based on two 
tests: (i) Contractual cash flows test, and (ii) 
Business model test.

 
 

Based on the assessment of these tests, the 
financial asset can be classified either as measured 
at:

l  Amortized cost, or
l  At fair value through profit or loss (FVTPL), or
l At fair value through other comprehensive 

income (FVOCI); and here, further accounting 
depends on the type of an asset).

The Banks and other financial institutions, mainly 
companies trading securities, investment funds and 
similar entities, need to dedicate their time and 
effort in order to analyze their own business 
model for individual portfolios of financial assets 
(Trading, collecting cash flows, both), and then 
decide on their classification and measurement.

Regardless analyzing the two tests above we would 
like to stress here, that every single financial asset 
and liability needs to be initially recognized at its 
fair value (sometimes we add transaction cost). 
IFRS-13 sets principles for determining the fair 
value and therefore, it becomes very important in 
the financial reporting of any Bank.
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(A)3. Distinguishing Liabilities from 
Equity

Banks enter into various contracts and 
transactions related to money and financial 
instruments complexity and diversity of Banks' 
operations it might be demanding to classify 
correctly whether the Bank's instrument is 
equity or liability, or even a mixture of both.

IAS-32, Presentation of financial instruments 
gives us more precise rules on how to 
correctly distinguish between these two types 
of instruments.It's very important for Banks 
because incorrect identification of 
equity/liability/mix can lead to wrong 
presentation of Bank's financial results including 
various rations assessing Bank's capital and 
financial situation.

 

(B) Presentation of Financial Statements 
(IAS-1, IAS-7, IFRS-7)

Banks present their financial position and 
financial performance in totally different way 
than other companies.
 
(B)1. Statement of Financial Position in a 

Bank (IAS-1)

The standard IAS-1: Presentation of 
Financial Statements does not prescribe the 
format of the statement of financial position, 
but it brings some examples of accepted 
formats. When we look at the statement of 
financial position of any Bank, we will not see 
the balance sheet that we are used to in other 
types of companies, starting with non-current 
assets (property, plant and equipment, 
intangibles), followed by current assets 
(inventories, receivables, cash), and then the 
second part starting with equity, non-current 
liabilities finishing with current liabilities.

The statement in which individual items are 
ordered by their liquidity, starting from the 
most liquid assets, finishing with the least liquid 
ones. The equity & liabilities part corresponds 
with the assets - it starts with the current 
liabilities in a descending order of liquidity and 

finishing with equity. Liquidity order is much more 
relevant for Banks.
 
(B)2. Statement of Profit or Loss and Other 

Comprehensive Income in a Bank (IAS-1)

Similarly, as with the statement of financial position, 
IAS-1 does not prescribe the exact format of the 
statement of total comprehensive income.It is up to 
entity's choice to present its results in a format fitting 
the best the entity's business. Banks' statements of 
profit or loss and other comprehensive income 
usually start with interest income and interest 
expenses. Normally, we would expect to see the 
interest reported somewhere close to the end of the 
statement, in the financial operations, and often 
netted off.Interest income and expenses are the most 
important caption for the Bank as that's what 
Banks usually do - they deposit our money and give us 
the interest (=their interest expense) and they lend 
us money plus charge us the interest (=their interest 
revenue).

As the Banks usually charge us some fees for our 
Bank account, fee and commission income follows. 
The main principle here is to present the most 
important revenue - generating activities at the top.

(B)3.  Statement of Cash Flows

Money rules in the Banks and therefore, cash flow 
statements look different.When we prepare the 
statement of cash flows, we normally classify 
individual cash flows into three parts: (1) Operating 
part, (2) Investing part, and (3) Financing part.

IAS-7: Statement of Cash Flows gives us examples 
of items reported under each heading, this basically 
does not apply for Banks.The reason is that the 
Bank's principal revenue and cash flow generating 
activities are totally different from other companies. 
While we normally see interest paid in financing part 
and acquisition of securities in investing part, for 
Banks all these activities are reported in operating 
part. 

(B)4. Disclosures
On top of disclosures presented by other non-
financial companies, Banks must present a number of 
other disclosures related to their activities.

The most important disclosures are:

1. Capital disclosures under IAS-1:

The Bank presents how it manages capital, with focus 
on:
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o Descriptive information about capital 
management strategies,

o   Some numerical data about capital managed,

o    Whether there are some externally imposed 
capital requirements for the Bank and

o    Whether the Bank complied and if not, what 
are consequences.

2. Whole range of disclosures in line with 
IFRS-7: Financial Instruments-Disclosures.

These disclosures relate mainly to financial 
instruments which is what the Bank is about 
anyway. The focus is on:

o   Significance of financial instruments, including 
the breakdowns by categories, fair values and 
how they were set, accounting policies for 
financial instruments,

o  Risks attached to financial instruments and 
their nature and extent, including credit risk, 
market risk and liquidity risk;

o    Transfers of financial assets; and other.
 
(C) Consolidation and special purpose entities 

(IFRS-10, IFRS-12)
 
Banks are using special purpose entities.Before 
some time, it was a "great and creative" way of 
hiding some undesirable or toxic assets from the 
eyes of public, as the special purpose entities were 
usually not included in the consolidation. After a 
few accounting scandals, there were new and 
strong rules adopted. 

IFRS-10: Consolidated Financial Statements and 
IFRS-12: Disclosure of Interests in Other Entities, 
that require inclusion of structured entities in 
the consolidation when they meet the 
conditions. Many Banks use literally hundreds of 
special purpose entities for various purposes, 
mostly for securitization of their loan receivables, 
holding some tax-efficient leases, for asset-backed 
financing, etc.

The Bank needs to evaluate very carefully whether 
they control structured entity using the same 

methodology as for any other entities controlled 
by voting rights.As a result, we can see lots of 
entities including in the Bank's consolidated 
financial statements.
 
Other issues to watch out

Other critical areas for Banks and financial 
institutions to watch out are mostly the same as 
for any other company, but they might be more 
significant and material:

3  Leases - some arrangements are not called 
'lease', but their substance is often a finance 
lease. As a result, some contracts might be 
shifted from off-balance sheet into the 
balance sheet.

3  Employee benefits - Banks often provide a 
range of employee benefits, such as:

o 'Employee loans' at the reduced beneficial 
interest rate;

o	Free Bank accounts or other bank's 
services to employees,

o   Contributions to pension funds

o  Health-care schemes for both current and 
retired employees and many other.

For that, the standard IAS-19: Employee 
Benefits with all its specifics, curls and curves 
comes to the daylight.

3 Hedge accounting - Banks undertake 
hedges quite often, but they do need to 
realize that in order to apply hedge 
accounting, all the conditions including hedge 
documentation, must be met.

We know this list is not exhaustive, but we gave at 
least some hints and intro into the complex topic 
of IFRS accounting in Banks.

How to Implement IFRS-9: Financial 
Instruments

'IFRS-9: Financial Instruments' will replace the 
older standard IAS-39 in January 2018 and it 
practically means that if we are affected, we need 
to start getting ready now because our 
comparative period starts in January 2017and we 
will need to restate the numbers for 2017 in line 
with the new standard. New standard will be 
effective in many jurisdictions, including the 
European Union and UK, Australia, Canada, 
Singapore and Hong Kong, China, etc. Even the US 
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capital market also accepts the IFRS reporting of 
those foreign companies. IAS-39 vs IFRS-9 as 
follows: 

 

The major weaknesses in the older standard 
IAS-39: Financial Instruments - Recognition 
and Measurement

The global financial crisis, during and after the 
2008, IAS-39 was aggressivelycriticized for its 
drawbacks in its inherent logic. The main critical 
arguments are:

1. Inconsistent classification

It seems the classification logic of the IAS-39 is less 
consistent, which is difficult to understand and 
implement [for instance, the Loans & Receivables' 
category is defined by the legal form, while 
available for sale (AFS) is classified by the holder's 
intention and ability, and finally the held to maturity 
(HTM) is defined by all above factors.Furthermore, 
there are two subtypes of the AFS: debt 
instruments and equity instruments].

2. Insufficient and delayed provision

Under the incurred loss model as prescribed by 
IAS-39, the accrual of the credit losses was "too 
little and too late". It means that insufficient 
provisions cannot timely reflect the accelerated 
deterioration during the 2008 global financial 
crisis.In addition, there are different credit loss 
benchmarks for AFS and Loans & Receivables, 
where the fair value is for the former and the 
expected future cash recovery for the latter.

3. Hedge accounting

Sometimes, it is difficult to comply with current 
hedge accounting principles under IAS-39due to 
their inflexible requirements [for example, the 
hedge effectiveness ratio must be within the range 
80%-125% that is very hard to control and verify.In 
addition, if the reporting entity cannot meet those 
restrictions, they shall prepare another set of 
disclosures to reflect the hedging results, rather 
than incorporating the risk management activities 

in the financial statements].

The main changes introduced by IFRS-9: 
Financial Instruments

The main changes introduced by IFRS-9 are 
illustrated in the following chart:

 

As shown in the bellow picture, starting from the 
leftmost IAS-39, the upper box of second column 
is for IFRS-9 (2014) and the lower one for macro 
hedge that is currently still in discussion. The third 
column and the forth columns are more detailed 
layers of the changes.

 

The summary of the changes is as follows:

1. Classification and measurement

As the first part of the three phases of the IFRS-9, 
Classification and Measurement is designed 
with more consistent logic.

The financial assets will be categorized into three 
groups, namely the Fair Value through Profit and 
Loss (FVPL), Fair Value through Other 
Comprehensive Income (FVOCI) and Amortized 
Cost (AMC), which are determined by the types of 
the contractual cash flow, business model, and the 
status of the fair value designation. In most cases, 
the embedded financial asset will be recognized 
together with the host contract without 
separation under the IFRS-9.

The fair value fluctuations of the financial liabilities 
under the FVPL caused by the changes in the 
issuer's own credit risk will be booked against the 
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Other Comprehensive Income (OCI), 
instead of profits of the beginning period.

2. Expected credit loss model

Though the classification and measurement is 
the very important foundation, the most 
significant change is in the second part, 
impairment, where the Expected Credit 
Loss (ECL) model with a forward looking 
approach to replace the incurred loss 
approach that heavily depend onhistorical 
information.

The ECL model is more consistent with the 
economic value of a financial asset and more 
proactive in the economic downturn. The 
three-stage credit loss recognition that 
requires advanced modelling skills and high 
data quality poses a new big challenge to 
most Banks in accrual and disclosure. 
Subsequently, the expected loss will probably 
cause significant reductions and fluctuations 
in the profits afterwards.

3. Hedge Accounting

As the third part, hedge accounting is more 
closely linked to the risk management 
activities in more flexible ways. The changes 
are in the definition and requirement to 
establish the hedging relationship, scope of 
the hedging instruments and the hedged 
exposures.The hedge accounting cannot 
create any real economic value by itself, so 
its purpose is to offset the fluctuations in 
the net profits or other comprehensive 
income by booking the opposite changes in 
the hedging instrument and the hedged 
exposures to the same period.The new 
hedge accounting has a closer relationship 
with the economic hedging activities by 
setting a wider scope for the applicable tool 
and exposure, and removing the 80%-125% 
requirement in the hedge effectiveness ratio.

As per the IFRS-9, the economic 
relationship between the tool (hedging 
instrument) and the exposure (hedged 
item) becomes the most significant criteria 
to apply the hedge accounting.In addition, 
some costs of the hedging instrument 
directly related to the hedging periods can 
be amortized evenly, instead of charging the 
net profit at the very beginning. Hedge 
accounting of IFRS-9 is applicable in many 
cases except for the macro hedge regarding 

the net interest rate exposures, which is now under 
IAS-39 and would be another separate standard under 
IASB discussion.

Related standards and applicable scope

Besides the IFRS-9, there are also some other IAS/IFRS 
arranging the definition, measurement and reporting of 
the financial instruments and the hedge accounting, such 
as:

3 IAS-32: Financial Instruments-Presentation for 
definitions of the financial assets and liabilities,

3 IFRS-13: Fair Value Measurement about the fair 
value, and

3 IFRS-7: Financial Instruments-Disclosures governing 
the disclosures.

The above-mentioned fair value macro hedge of the 
IAS-39 is still effective until a new release of this topic 
finalized by the IASB.

The classification and measurement of the finance 
lease is out of the IFRS-9 because it is governed by 
IAS-17: Leases (IFRS-16: Leases). But the impairment of 
the finance lease receivables falls under the IFRS-9 
expected credit loss model.In addition, the hedge 
accounting is probably with the widest scope because it 
is applicable to non-financial assets or liabilities as a 
hedged exposure.Overall, most significant changes in the 
accounting of the financial instrument are in the asset 
measurement and credit assets impairment.
 
How to implement IFRS 9 - key points

IFRS-9 is about the financial accounting, risk control, 
regulatory reporting and capital management, which 
means further impact on the corporate governance and 
management of credit and market risks. Therefore, a 
flexible combination of the accounting scheme and 
risk management system must be the solid foundation 
of implementation.

The IFRS-9 may takes about three years to 
implement and more than 50% additional loss 
provision. Furthermore, the ECL model will probably 
lead to big fluctuations in the net profits and KPI 
between each period. The IFRS-9 implementation may 
be a difficult process comparable to the first time 
adoption of the IFRS and only second to the Basel-II.

The following picture indicates that the main 
implementation challenges are:

3  Upgrading the business and accounting system,

3  Establishing the expected credit loss model,

3 Managing the fluctuations of the profits and KPIs 
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(key performance indicators),

3 Reconciling the financial reporting 
and the Basel-III regime, and

3 Aligning  hedge  accounting  with  
risk management activities, etc. 

The starting point of the successful 
implementation is to clarify relationships 
between the conceptual framework and 
quantify requirements by figuring out the 
logical or timing sequences, cause and 
effect for the three phases.
 
Reorganizing the accounting 
workflow

Certain new professional judgements 
required by the IFRS-9, such as the 
contractual cash flow, business model, and 
significant increase in the credit risk, are 
beyond the traditional accountants' scope 
and capability. Thus, existing system and 
work flow needs modification with the 
help from other departments.

A concise approach with elaborated 
parameters and precise control points to 
determine the classification of financial 
instruments is the most important 
foundation of the first part.Furthermore, 
the second part has much more significant 
impact on the net profit and KPI because 
of the ECL model that is based on future 
events for the loan, debt securities, and 
interbank lending.

The possible huge fluctuations in the net 
profits, KPI and stock prices of the 
reporting entity will lead to subsequent 
negative comments and enormous 
pressures on the management 
team.Therefore, the establishment of the 
ECL model with tuning parameters to 
achieve widely acceptable and well-
managed impairment provision results is 
the key of the second phase.In addition, 
the unexpected variances caused by the 
new standard should be investigated to 
find out better explanations to the key 
stakeholders and get prepared for the 
future.

Since the third part of IFRS-9, hedge 
accounting is not compulsory and the fair 
value macro hedge is still under 
discussion, postponing this part is not a 
bad option.

Financial Asset Classification and Measurement 
Model under IFRS-9
 

IFRS-9 aligning with Basel-III and Risk Management

Despite of the continuous communications between the 
IASB and the Basel Committee on Banking Supervision, 
there are still gaps between these two systems, especially 
in the impairment loss.Therefore, there would probably be 
differences between the accounting and capital 
management needs reconciliation.Reporting entity also 
needs enhance the procedures to track, identify, and 
measure the credit risk and market risk as a sound 
foundation of the expected credit lossand hedge 
accounting.

Conclusion

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. 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 
(reference: Mr. Wang Jun Spark, web sides of ifrs, ifrsbox, ey, 
grant-thornton, etc).  
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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 with 
the Joint Director - 
Central Intelligence Cell, 
National Board of 
Revenue (NBR) as Joint 
Commissioner of Taxes.  

The Journal is running a series of updates on 
Income Tax issues.

RECENT CHANGES IN THE INCOME TAX ORDINANCE (Part 3)

UPDATE ON INCOME TAX

Finance Act 2016 has brought some significant changes in the 
Income Tax Ordinance 1984 and Income Tax Rules which will 
affect the computation of income and tax payable. This paper is 
a continuation of the earlier parts which were published in the 
last two volume of The Cost and Management.

Minimum Tax
Finance Act, 2016 has introduced a new provisions for minimum 
tax in section 82C. According to this section minimum tax shall 
be payable by an assesse in accordance with the provision of 
this section. Under this section there are separate provision for 
minimum tax on sources of income from which tax has been 
deducted or collected and those sources of income from which 
tax has not been deducted or collected at source.

(1)  Minimum tax on income on sources from which tax has 
been deducted or collected shall be following -

 
(a)  any tax deducted or collected at source under the following 

cases shall be the minimum tax on income from the source 
or sources for which tax has been deducted or collected; 

(i)      Deduction  from  payment  to  contractors,  etc. 
(Section 52)

(ii)    Deduction from payment of royalties etc (Section 
52A),

(iii)    Collection  of  tax  from  clearing  and  forwarding 
agents (Section 52AAA),

(iv)   Collection of tax from Cigarette manufacturers 
(Section 52B),

(v)   Deduction at source from compensation against 
acquisition of property (Section 52C),

(vi)  Deduction at source from interest on savings 
instruments (Section 52D),

(vii)     Collection of tax from travel agent (Section 52JJ),

(viii)  Collection of tax on account of rental power 
(Section 52N),

(ix)     Collection of tax from a foreign technician serving 
in a diamond cutting industry (Section 52O),
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(x)   Deduction of tax from receipts in 
respect of international phone call 
(Section 52R),

(xi)  Collection of tax from importers 
(Section 53),

(xii)   Collection of tax from shipping business 
of a resident (Section 53AA),

(xiii)   Deduction of tax from income derived 
on account of export of manpower 
(Section 53B),

(xiv)  Collection of tax from export of certain 
items (Section 53BB),

(xv)  Collection of tax from Member of 
Stock Exchanges (Section 53BBB),

(xvi)  Collection of tax from export of any 
goods except certain items (Section 
53BBBB),

(xvii)  Collection of tax on sale price of goods 
or property sold by public auction 
(Section 53C),

(xviii) Deduction or collection of tax at 
source from courier business of a non-
resident (Section 53CCC),

(xix)   Deduction  of  tax  at  source  from 
export cash subsidy (Section 53DDD),

(xx)   Deduction of tax from commission or 
remuneration paid to agent of foreign 
buyer (Section 53EE),

(xxi)  Deduction at source from interest on 
savings deposits and fixed deposits, etc. 
(Section 53F),

(xxii)  Collection of tax from persons engaged 
in real estate or land development 
business (Section 53FF),

(xxiii) Deduction at source from insurance 
commission (Section 53G),

(xxiv) Deduction at source from fees, etc. of 
surveyors of general insurance 
company (Section 53GG), 

(xxv)  Collection of tax on transfer, etc. of 
property (Section 53H),

(xxvi) Collection of tax from transfer of 
securities or mutual fund  units by 
sponsor shareholders of a company 
etc. (section 53M),

(xxvii) Collection of tax from transfer of 
shares of shareholder of stock 
exchanges (Section 53N), and

(xxviii) Deduction from income from lottery, 
etc. (Section 55).

(b) The tax deducted or collected from the 
following sources shall not be the minimum tax -

(i)    tax collected from the following persons - 

a.   a contractor of an oil company or a sub-
contractor to the contractor of an oil 
company;

b.  an oil marketing company and its dealer 
agent excluding petrol pump station;

c.   any company engaged in oil refinery;

d.   any company engaged in gas transmission 
or gas distribution;

(ii)  Tax deducted from import of goods by an 
industrial undertaking as raw materials for its 
own consumption;

(iii) Tax deducted at source from interest on 
saving deposits and fixed deposit other than 
interest or share of profit received by a public 
university, or an educational institution whose 
teachers are enlisted for Monthly Pay Order 
(MPO), following the curriculum approved by 
the Government whose governing body is 
also formed as per Government rules or 
regulations, or any professional institute 
established  under any law and run by 
professional body of Chartered Accountants, 
Cost and Management Accountants or 
Chartered Secretaries.

(c)   For the source of income for which minimum 
tax is applicable, books of accounts shall be 
maintained in the regular manner.

(d)  Income from any source for which minimum 
tax is applicable, shall be determined in 
regular manner and tax shall be calculated by 
using regular rate on such income. If the tax 
so calculated is higher than the minimum tax, 
the higher amount shall be payable on such 
income.
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Provided that income shall be determined and tax shall 
be calculated for certain sources in the manner as 
specified in the following -

(e)  income or loss computed shall not be set off 
with loss of income, respectively, computed 
for any regular source.

Where the assessee has income from regular 

source in addition to the income from source or 
sources for which minimum tax is applicable - 
 
(a)  regular tax shall be calculated on the income 

from regular source;
(b) the tax liability of the assessee shall be the 

aggregate of the minimum tax on income on 
sources from which tax has been deducted or 
collected under certain sections and the 
regular tax on other income.

 
Minimum tax for a firm or a company shall be the 
following -

(a)   every firm having gross receipts of more than 
taka fifty lakh or every company shall be liable 
to pay minimum tax in respect of an 
assessment year at the following rate -

The rate of tax shall be zero point one zero 
percent (0.10%) of such receipts for an industrial 
undertaking engaged in manufacturing of goods for 
the first three income years since commencement 
of its commercial production.

Where the assessee has an income from any 
source that is exempted from tax or is subject to 
a reduced tax rate, the gross receipts from such 
source or sources shall be shown separately, and  
the  minimum  tax  shall be calculated in the 
following manner-

(i)  minimum tax for receipts from sources that 
are  subject to  regular  tax  rate  shall  be  
calculated  by  applying  the rate mentioned in the 
table above. In this case minimum tax will be (a) 
1% of gross receipts of Manufacturer of cigarette, 
bidi, chewing tobacco, smokeless tobacco or any 
other tobacco products; (b) 0.75% of gross 
receipts of Mobile phone operator and (c) 0.60% 
of gross receipts in any other cases. 

(ii)  minimum  tax  for  receipts  from  sources  
that  enjoys  tax exemption  or  reduced  tax  rate  
shall  be  calculated  by  applying a rate equal to 
(A/B) x C, where A=   amount  of  tax  under  the  
reduced  rate  or  under  the tax benefit that the 
source or person enjoys,

Sources of income 
as mentioned in

Amount that will be 
taken as income

Rate of amount of 
tax

Serial
No.

Deduction at 
source from 
compensation 
against 
acquisition of 
property 
(Section 52C)

Amount of 
compensation 
against acquisition 
by the 
Government of 
any immovable 
property

2% of the amount of 
such compensation 
where the 
immovable property 
is situated in any 
city corporation, 
paurashava or 
cantonment board

1

Deduction at 
source from 
interest on 
savings 
instruments 
(Section 52D)

Amount of 
interest 

5% on such interest2

Deduction of tax 
at source from 
export cash 
subsidy (Section 
53DDD)

Amount of export 
cash subsidy

3% of the amount of 
export cash subsidy

3

Sale of property Deed value 4% of the deed value 
or Tk. 10,80,00 or Tk. 
6,00,ooo or Tk. 
3,60,000 or Tk. 
3,00,000 per katha, 
depending on the area 
where the property is 
situated 

5

interest on saving 
deposits and fixed 
deposit other than 
interest or share of 
profit received by a 
public university, or 
an educational 
institution whose 
teachers are 
enlisted for 
Monthly Pay Order 
(MPO), following 
the curriculum 
approved by the 
Government 
whose governing 
body is also formed 
as per Government 
rules or 
regulations, or any 
professional 
institute established  
under any law and 
run by professional 
body of Chartered 
Accountants, Cost 
and Management 
Accountants or 
Chartered 
Secretaries

Amount of 
interest

10% where the person 
receiving such interest 
or share of profit is a 
public university, or an 
educational institution 
whose teachers are 
enlisted for Monthly 
Pay Order (MPO) or 
any professional 
institute established 
under any law and run 
by professional body of 
Chartered 
Accountants, Cost and 
Management 
Accountants or 
Chartered Secretaries
and
5% of the amount of 
interest  or share of 
profit or any savings 
deposits or fixed 
deposits received by 
any fund.

4

1% of the amount of 
such compensation 
where the 
immovable property 
is situated outside 
any city 
corporation, 
paurashava or 
cantonment board

Classes of assesse Rate of minimum taxSerial
No.

Manufacturer of cigarette, 
bidi, chewing tobacco, 
smokeless tobacco or any 
other tobacco products

1% of the gross receipts1

Mobile phone operator 0.75% of the gross receipts2
Any other cases 0.60% of the gross receipts3



Finance Act, 2016 
has introduced a 
new provisions 
for minimum tax 
in section 82C. 
According to this 
section minimum 
tax shall be 
payable by an 
assesse in 
accordance with 
the provision of 
this section. 
Under this 
section there are 
separate 
provision for 
minimum tax on 
sources of 
income from 
which tax has 
been deducted or 
collected and 
those sources of 
income from 
which tax has not 
been deducted or 
collected at 
source.
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B =   amount  of  regular  tax  if  there  were  no  
such exemption or reduced rate,

C=   rate of minimum tax as mentioned in clause 
(a);

(iii)  minimum  tax  in this case  shall  be  the 
aggregate  of  the  amounts  calculated  
under  sub-clauses (i) and (ii).

Explanation.-  For  the  purposes  of  this  sub-
section,  'gross receipts' means-(i)  all receipts 
derived from the sale of goods; (ii)  all  fees  or  
charges  for  rendering  services  or  giving 
benefits including commissions or discounts;

(iii)  all receipts derived from any heads of income.

(5)  Where  the  provisions  of both for minimum 
tax on income on sources from which tax has 
been deducted or collected and income from 
regular source in addition to the income from 
source or sources for which minimum tax is 
applicable to an assessee, minimum tax payable by 
the assessee shall be the higher of

(a)  the minimum tax on income on sources from 
which tax has been deducted or collected tax; or 

(b) the minimum tax on income from regular 
source in addition to the income from source 
or sources for which minimum tax is 
applicable.

(6) Minimum tax in this case shall not be 
refunded, nor shall be adjusted against refund 
due for earlier year or years or refund due for 
the assessment year from any source.

(7) Where any surcharge, additional interest, 
additional amount etc. is payable under 
provisions of Income Tax Ordinance, it shall be 
payable in addition to the minimum tax.

(8) Where the regular tax calculated for any 
assessment year is higher than  the  minimum  
tax, regular  tax  shall  be payable.

(9) (a)  "Regular  source" means any source for 
which minimum tax is not applicable;

(b)  "regular  tax"  means  the  tax  calculated  on  
regular  income using the regular manner;

(c)  "regular  rate"  means  the  rate  of  tax,  that  
would  be applicable if the tax exemption or 
the reduced rate were not granted."

Finance Act, 2016 
has introduced a 
new provisions 
for minimum tax 
in section 82C. 
According to this 
section minimum 
tax shall be 
payable by an 
assesse in 
accordance with 
the provision of 
this section. 
Under this 
section there are 
separate 
provision for 
minimum tax on 
sources of 
income from 
which tax has 
been deducted or 
collected and 
those sources of 
income from 
which tax has not 
been deducted or 
collected at 
source.
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Ms. Farida Yesmin ACMA has made her way easy to 
become a corporate professional. Ms. Farida became the first 
women CMA qualified from ICMAB, Chittagong in 2009 and 
she has been working with Chattagong Stock Exchange (CSE) 
as Manager, Corporate Finance Department and also serving 
ICMAB CBC (Chittagong Branch Council) as Councillor. 
ICMAB congratulates her for her brilliant success.

Lady CMA
Professionals
Working in the
Corporate World

This section focuses on reflections 
from Lady CMA Professionals of 
ICMAB working in the corporate 
world and how they have been 
preparing themselves to survive in 
the corporate arena and facing 
global competition. 

INTERVIEW
with

After that till now I don't require to look behind 
to hear any hissing sound thrown to me as a 
woman.  Actually mindset is the first priority to 
setup the human life. I am also aware of our 
society, society desire and the happenings 
surrounding us and of course don't overlooking 
those. I do believe honoring the man - like 
generation to generation grandfather, father, 
brother, friends, peers, spouse and even also the 
sons bring a grand success in life comparing to 
competing with them.

Where are you working now?
Everyone is aware that Capital Market is an 
important sector in the country and there are 
two Stock Exchanges in Bangladesh. One is 
Chittagong Stock Exchange (CSE) and another 
one is Dhaka Stock Exchange (DSE). At present I 
am working as a Manager at the Corporate 
Finance Department of Chittagong Stock 
Exchange.

What does your job entail?
Chittagong Stock Exchange has its own fleet of 
departments with distinguished works and 
responsibilities. The prime responsibility of my 
department is to analyze/ review all the published 

Academic and Professional Profile: Ms. Farida 
Yesmin ACMA became the Associate Member (ACMA) 
from ICMAB in 2009. Earlier, she obtained M.Com 
(Accounting) degree from Chittagong Commerce 
College under National University in 2006. She is the 
Member, Chittagong Branch Council, ICMAB and also 
the Member, Chittagong Taxes Bar Association.

Work Experience: Ms. Farida Yesmin ACMA has been 
working with Chittagong Stock Exchange since 2008. 
Earlier, she served with Visa Facilitation Service (2007- 
2008) and Moulana Development Company Limited 
(2006-2007). 

Teaching Experience: Ms. Farida Yesmin ACMA has 
been serving as a Faculty member (part-time), ICMAB 
Chittagong Center. 

What is the secret of your success as a woman?
There is nothing to explain as secret except thinking me 
as a human at first rather as a woman only. In my way 
out whenever I faced any obstacle, I always thought 
twice was it to me only for being a woman or anyone 
passing the time/ point has to face it. If I found it general/ 
common I then tried to overcome with my level best 
but if I found it only for being me a woman, I just ignore 
that. It was in the time of my studentship actually. 
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reports of the listed companies in Bangladesh and some 
other compliances abiding by them from time to time.

Why did you choose ICMAB for CMA designation?
Really I am from a conventional Muslim family and that's 
why I had to struggle to go for any study out of the 
academic one. At that time, I had two options in front 
of me - one was CMA course and another one was CA 
course. I eagerly wanted to take admission in any of 
them, so I had to manage my guardian for that. As the 
CA course requires some audit works in different 
organizations even sometimes it may be out of the city, 
I took privilege that the CMA course doesn't require 
such outing; I have to attend only the evening classes 
and library works if I wish/require. I found this worked 
positively to manage them to take admission to ICMAB. 
Then started my journey to think/ to talk/ to walk out 
of box i.e. conservatism of family/ society which is 
marked as curse for the female till now.

Which part of the CMA learning have you been 
found the most interesting and the most 
challenging?
Especially the Cost Accounting and Management 
Accounting subjects were found more interesting in the 
learning period of CMA and the most challenging was 
to apply those in the work field. Really when I joined 
the work I found it's really challenging and more 
interesting to satisfy the management with our 
knowledge learned in CMA comparing to the other 
professionals.

What other interests do you have and how do you 
fit these around your studies?
Actually fighting to go 'out of the box' changes my 
interests from familiar ones to challenging one. I am 
very much intended to be an entrepreneur which is 
well-fitted with my studies. We all are aware that CMAs 
are now deputed in the top management in almost all 
the organization only because of their Excellencies not 
only in the accounting but also the other sides of the 
businesses. At the same time they are the best fit for 
the entrepreneurship.   

Do you intend to combine these interests with 
your work one day?
Whenever I dare to enter into the professional life all 
the interests usually turned to different and 
distinguished works/ professions. So there is no way 
without combining these interests with work. After 
obtaining the degree, gathering some experiences, side 
by side I have been organizing the works according to 
the intention and plan to reach the goal in near future. 

What do you suggest for the students of CMA 
profession?
Once you dare to enter the ICMAB, don't exit without 
crown. Yes, brothers and sisters if you got admitted 
yourself here count days for your convocation and 
write it down today. It will work and ease your way 
easier than the easiest.

What are the challenges you are facing at 
your work place?
Challenges are the inspiration of work/life. I think in 
now a days, our workplaces are so friendly for 
female also. There is no distinction in work and/or 
remuneration between male and female. And hence 
challenges also are same as male. The only key for 
the female to overcome the challenges is to keep 
good relationship with all other in the workplace.

What are your long-term ambitions?
To be a successful entrepreneur and be happy with 
pure income and keep happy others with 
whatsoever possible till death.

At present the percentage of woman 
membership in CMA profession is only 2%. How 
ICMAB could increase women CMAs and what 
strategies could be framed?
At first I think increasing the woman membership 
should be the first priority to our female students. I 
would like to request my sisters - once you dare to 
enter the ICMAB, don't exit without crown. Yes, 
you have to nourish that this crown will enrich not 
only you and your career but also your family. So 
your family bindings shouldn't be obstacle in 
achieving this degree. If you got admitted yourself 
here, count days for your convocation, write it 
down today, place it to your family and seek co-
operation in accordance. It will work and ease your 
way easier than the easiest.

Work field is same for man and woman after 
passing the CMA course. So I think no privilege 
should be offered specially for the women to 
attract to ICMAB. We need them who can stand 
beside/ front of the men in the competitive 
workplace and of course they need not any 
attractive or lucrative offer to come to ICMAB. The 
existing marketing strategy may be enough for 
them to know about ICMAB.

I would like to mention here that ICMAB can 
arrange get together program for our female 
students with our different successful woman 
members and  even also with woman icons from 
time to time for encouragement, counseling  and to 
ease reaching the goal.

How you are enjoying as a member of 
Chittagong Branch Council (CBC)?
Thanks for recognizing this, really it's very much 
pleasant for me that our members/colleagues 
elected me as a member of the council for the first 
time as woman and at the first time election 
participated by me. Really enjoying and hope for 
the best also in the upcoming years.

[Interviewed by The Editor, THE COST & 
MANAGEMENT.]
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ICMAB Convocation-2016
The ICMAB Convocation-2016 held 
on December 09, 2016 at 06:00 p.m. at 
Pan Pacific Sonargaon Hotel, Dhaka. 
ICMA Bangladesh is the only national 
Institute in Bangladesh for imparting 
training and education in the field of 
Cost and Management Accountancy.

Mr. Tofail Ahmed MP, Hon'ble Minister 
for Commerce, Government of the 
People's Republic of Bangladesh graced 
the occasion as Chief Guest and 
distributed certificates among the 
recipients. Professor Abdul Mannan, 
Chairman, University Grants 
Commission of Bangladesh delivered 
his substantial speech as Convocation 
Speaker.
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The program was held 
under the chairmanship 
of Mr. Arif Khan FCMA, 
President of ICMAB. 
The Convener of 
Convocation-2016 Mr. 
Muzaffar Ahmed FCMA 
and Mr. Jamal Ahmed 
Choudhury FCMA, Vice 
President also spoke on 
the occasion. Mr. Md. 
Abdur Rahman Khan 
FCMA, Secretary of 
ICMAB offered vote of 
thanks.
All together about 
three hundred fellow 
and associate members 
of the Institute 
received their 
certificates in the 
convocation program. 
Past Presidents, Council 
Members, a large 
number of associate 
and fellow members of 
the Institute and high 
dignitaries of govt. and 
sector corporations 
attended the 
Convocation-2016 
program.



ICMAB
Library

Baggage Counter at Library 
A modern and permanent baggage counter with adequate preservation facilities has been built with the 
help of a designer for providing proper preservation facility to the users of the Library so that they can 
preserve their bags and belongings with security and safety. 

Installation of CCTV Cameras in the Library
Eight HD quality cameras have been installed at ICMAB Central Library, Dhaka to improve security 
system of the Library as well as the Institute. This initiative will assist ICMAB authority to monitor 
activities of Library users, employees and property of the Institute from remote locations.

ICMAB Information 
Center (IIC) has been 
reconstructed with eye 
catching marble, granite, 
tiles and tempered glass 
to give it a modern look 
with a view to helping 
information seekers of 
various arena and 
prospective students and 
their guardians.
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ICMAB Information Center (IIC)



As a part of standard setting procedure the CAFRS Committee published thirteen drafts as 
Exposure Draft and circulated them amongst the members and through website of ICMAB. In 
order to have direct feedback on the Exposure Drafts, the Committee arranged a workshop on 
November 5, 2016 at ICMAB. 

Mr. M. Abul Kalam Mazumdar FCMA, Chairman of the Cost Accounting and Financial Reporting 
Standards Committee (CAFRSC) and former President of the Institute Presided over the 
Workshop. The Chairman in his introductory speech mentioned that cost accounting standards are 
required to provide guidance to the users of cost statements, regulators, government, researchers 
and academicians for the purpose of uniformity and consistency in classification, measurement and 
assignment of costs. Some members were requested to provide their comments after review of the 
draft thirteen standards. Considerable number of members, apart from twelve pre-selected ones, 
participated in the discussion and offered their inputs.  Mr. Nikhil Chandra Shil FCMA, Assistant 
Professor, East West University Bangladesh who edited the standards presented them to the 
audience which formed as the basis for discussion. Mr. Jamal Ahmed Choudhury FCMA, Vice 
President, Mr. Md. Abdur Rahman Khan FCMA, Secretary and Prof. Dr. Swapan Kumar Bala FCMA, 
Treasurer of ICMAB were amongst others who discussed on the standards. 

Thirteen standards were presented in the workshop. Mr. Mazumdar mentioned that earlier ten 
standards were issued and these thirteen standards would be issued by ICMAB soon after 
incorporating the comments and suggestion from the participants. Considerable number of 
members of the Institute attended the workshop and discussed on the drafts.
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ICMAB Signs an MoU with Bank Asia Limited
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) and 
Bank Asia Limited signed a Memorandum of Understanding (MoU) for e-payment 
services. Mr. Arif Khan FCMA, President ICMAB and Mr. Arfan Ali, President & 
Managing Director, Bank Asia Limited signed the MoU at ICMAB Bhaban on 
November 7, 2016 on behalf of respective organizations.

Under the MoU, Bank Asia would provide e-payment services enabling the 
members, students and officials of ICMAB to deposit their different types of fees 
through internet-based online service. Direct offline deposits can also be made to 
any branches/outlets of Bank Asia. The Managing Director of Bank Asia highly 
appreciated the automation process of ICMAB. The President, ICMAB thanked Bank 
Asia  for rendering the e-payment services for the students and members 
integrating it with the ICMAB's ERP system. Mr. Jamal Ahmed Choudhury FCMA, 
Vice President of ICMAB, Mr. Md. Mahbub Ul Alam FCMA, Executive Director, Mr. 
Nazmus Salehin, Director of ICMAB, Mr. Md. Serajul Islam, FCMA, CEO, ERA 
Infotech Ltd, Mr. Imran Ahmed FCA, CFO, Bank Asia Limited were among others 
present at the signing ceremony.
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A delegation headed by the Institute's President Mr. Arif Khan FCMA called on Mr. 
Tofail Ahmed MP, Minister, Ministry of Commerce, Government of Bangladesh at his 
office on November 15, 2016.

Addressing the Commerce Minister as guardian of the Institute, the ICMAB President 
appraised the honorable Minister about the role of Cost and Management 
Accountants and their contribution towards the establishment of transparency, 
accountability and corporate governance in the business and industrial sectors of our 
country. He also explained to the Minister with regard to current activities and future 
planning of the Institute. The Commerce Minister assured to provide all possible help 
and assistance for the development of the profession.

Vice President Prof. Mamtaz Uddin Ahmed FCMA, Past Presidents & Council Member 
Mr. Mohammed Salim FCMA, Treasurer Prof. Dr. Swapan Kumar Bala FCMA and 
Executive Director of the Institute Mr. Md. Mahbub UlAlam FCMA were present in 
the meeting.
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ICMAB delegation called on Commerce Minister



A two-member team from the International Federation of Accountants (IFAC) 
visited Dhaka from November 14 to 16, 2016. During their stay they sat with (1) 
ICMAB Officials on November 14, 2016, (2) ICMAB Students, Teachers, Members in 
business and industry and Members employed in Government Organizations on 
November 15, 2016, and (3) Council Members and past Presidents on November 
16, 2016. The IFAC team was headed by Ms. Marta Russell, Technical Manager, Global 
Accountancy Profession Development, IFAC and accompanied by Dr. M. Zubaidur 
Rahman, IFAC's Consultant on the PAO (Professional Accountancy Organization) 
Capacity Building Program.

In the concluding meeting with the Council and past Presidents, President Mr. Arif 
Khan FCMA welcomed the IFAC team. Ms. Marta gave a presentation on the 
summary findings of her meetings with various stakeholders who are linked with 
PAOs. She mentioned that IFAC's PAO Capacity Building Program supports the 
profession's growth in the developing world, where the profession's skills are vital 
to embedding transparency, credibility and good governance into national 
economies. A number of projects funded by the UK Department for International 
Development (DFID) are currently operating in several parts of the world with 
additional projects under active consideration. She emphasized on the capacity 
building of ICMAB to face the challenges of the growing demand of professional 
accountants in the country maintaining the international quality and standards and 
for this purpose, she highlighted on exploring possible collaboration between IFAC 
and ICMAB for further strengthening the capacity of the Institute. Vice President 
Mr. Jamal Ahmed Choudhury FCMA, Treasurer Prof. Dr. Swapan Kumar Bala FCMA, 
Past President and Councilor Mr. Mohammed Salim FCMA, Past Presidents Mr. Md. 
Ruhul Amin FCMA and Mr. A.B.M. Shamsuddin FCMA also attended the meeting.
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Development Initiatives by



Workshop on Cost Audit 

Two renowned and well 
experienced Cost Accountants 
from India conducted the 
workshop sessions. CMA Bharat 
Bhushan Goyal, Former Addl. 
Chief Adviser (Cost), Ministry of 
Finance, Government of India 
discussed on the methodology 
and utility of Cost Audit. He 
also discussed in detail the 
procedure of cost audit in 
fertilizer and real estate sectors. 
CMA Raju Iyer Pichumani, 
Council Member & Chairman 
Cost Audit and Assurance 
Standards Board of Institute of 
Cost Accountants (ICA) of India 
presented papers on procedure 
of cost audit in Pharmaceuticals 
and Power sectors. While 
mentioning about the scope of 
cost audit Mr. Goyal mentioned 
that starting from industrial 
organizations, post offices, 
railways and war ship building in 
every organization irrespective 
of its nature and type of 
ownership  cost accounting and 
audit is done in India. 

The Cost Audit and Professional Service Committee of the Institute organized two workshops on Cost 
Audit in Dhaka and Chittagong. The workshop in Dhaka was held on 17-18 November, 2016 at ICMAB, 
Dhaka. President of ICMAB Mr. Arif Khan, FCMA presided over the inauguration session of the workshop. 
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Mr. Arif Khan, President of ICMAB, Mr. Mohammad Salim, Past President and Md. Abdur Rahman Khan 
FCMA, Secretary of ICMAB conducted three workshop sessions of Dhaka as Chairman. Considerable 
number of members and students enthusiastically attended the workshop sessions and the discussions lively. 

Mr. M. Abul Kalam Mazumdar 
FCMA, Chairman of the 
Cost Audit and Professional 
Service Committee in his 
welcome address mentioned 
that Cost Audit is very much 
essential for competitiveness 
of govt. and private sector 
manufacturing organizations. 
He also mentioned that cost 
accounting standards are 
important as it helps 
providing guidance to the 
users of cost statements, 
regulators, government, 
researchers  and 
academicians for the 
purpose of uniformity and 
consistency in classification, 
measurement and 
assignment of costs. He also 
mentioned that in view of its 
importance to Cost 
Accounting and Cost Audit, 
ICMAB has initiated to issue 
Cost Accounting Standards. 
Mr. Md. Abdur  Rahman Khan 
FCMA, Secretary ICMAB 
offered vote of thanks. 
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45th SAFA Board Meeting

SAFA Board and Committee Meetings at Colombo, Sri Lanka

A five-member delegates attended SAFA Board and Committee Meetings as well as SAFA International 
Seminar on "Implementation of IPSAS and Path to Accrual Accounting" at Colombo, Sri Lanka from 
November 3 to 4, 2016 and contributed pivotal role in enhancing the coordination among the accounting 
professionals as well as improvement of the profession of the partaking nations. Mr. Muzaffar Ahmed FCMA and 
Mr. M. Abul Kalam Mozumdar FCMA attended the SAFA Board meeting while Mr. ASM Shaykhul Islam FCMA, 
Mr. AKM Delwer Hussain FCMA and Mr. Mohammed Salim FCMA, Past Presidents & Council Member of ICMAB 
joined the SAFA Seminar and Forum meetings. Eminent Accounting professionals from SAARC region 
participated in the above program.

President of the Institute of Certified Management Accountants of Sri Lanka 
(CMA Sri Lanka) Prof. Lakshman R Watawala FCMA (UK) visited ICMAB on 
December 20, 2016. During his visit he met Mr. Md. Abdur Rahman Khan FCMA 
Secretary & Prof. Dr. Swapan Kumar Bala FCMA Treasurer of ICMAB and discuss 
on various professional issues. Secretary & Treasurer warmly welcomed the 
CMA Sri Lanka President & confer him ICMAB's Annual Report 2016. Prof. 
Lakshman R Watawala highly appreciated the growth of ICMAB & thanks present 
Council for taking so many noteworthy tasks for the development of CMA 
profession as well as for the Institute. He also mentioned that in some cases 
CMA Sri Lanka might follow ICMAB as an instance.
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South Asian Federation of Accountants
(An Apex Body of SAARC)

Prof. Lakshman R Watawala FCMA (UK) visited ICMAB



Publication Ceremony of

Bangladesh Cost
Accounting Standards

The Institute of Cost and Management Accountants of 
Bangladesh (ICMAB) has held a Publication Ceremony of 
Bangladesh Cost Accounting Standards (BCAS) Volume-II 
on December 14, 2016 at ICMAB Ruhul Quddus 
Auditorium, Dhaka.
 
Mr. Nazimuddin Chowdhury, Secretary, Energy & Mineral 
Resources Division, Government of the People's 
Republic of Bangladesh graced the occasion as Chief 
Guest. Mr. M. Abul Kalam Mazumdar FCMA, Chairman of 
the Cost Accounting and Financial Reporting Standards 
Committee (CAFRSC) and former President of the 
Institute in his welcome address mentioned that Cost 
Accounting standards are the guiding principles that 
would lead the Cost Accountants towards successful 
professional practice through implementation of cost 
accounting system and cost audit. In order to ensure 
uniform application of cost accounting system and assure 
quality cost audit, the need for Cost Accounting 
Standards was felt long. In order to fulfill this need 
ICMAB has issued its first volume of ten Cost 
Accounting Standards in 2014. On the occasion the 
honourable Chief Guest has issued the second volume 
of standards - that consists of thirteen more standards. 
This has made the total volume of standards in issue to 
twenty-three. He also urged for introduction of cost 
audit in all the enterprises of oil sector (BPC).

President of ICMAB, Mr. Arif Khan FCMA presided over 
the program. Mr. Md. Abdur Rahman Khan FCMA, 
Secretary ICMAB offered vote of thanks. A good number 
of members and Students of the Institute attended in the 
Program.

83 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-44, NUMBER-6, NOVEMBER-DECEMBER 2016



Member
Achievement

Robi's new MD & CEO takes charge 

Mahtab Uddin Ahmed FCMA taken over the charge of Managing Director (MD) and Chief 
Executive Officer (CEO) of Robi Axiata Limited on November 01, 2016. He will be succeeding 
Supun Weerasinghe who had served the company since January 2014. Supun will return to 
Dialog Axiata Plc (Dialog), Sri Lanka's premier connectivity provider as its Group CEO effective 
from 1 January 2017. The changeover in leadership marks the culmination of the succession 
programme planned and executed over the past several years centred on the Accelerated 
Leadership Development Programme of the Axiata Group. Mahtab's appointment as MD and 
CEO came as part of Robi's ongoing efforts towards developing and promoting local 
Bangladeshi talent.

Commenting on Mahtab's succession, Axiata Group Berhad's President and Group CEO Tan Sri 
Jamaluddin Ibrahim said, "We are pleased to appoint Mahtab as the new CEO of our Bangladesh 
operations, an important and key market for the Group. Over the years, talent management has 
been a key part of the Axiata strategy and our relentless focus on leadership development has 
today ensured a pool of capable people ready to take on CEO and leadership roles across our 
companies. Mahtab's appointment solidifies Axiata's Asian Talent Factory promise. As Robi 
strengthens its position in the market with the merger of Bharti Airtel, I'm confident Mahtab, 
being the first Bangladeshi, will provide strong leadership and vision for the merged entity."

The announcement of Mahtab becoming the new CEO came in July this year when he was on a 
special assignment in Axiata Group. He then returned to Robi's Leadership team on 1 
September 2016 in the capacity of the Deputy Chief Executive Officer, leading up to the 
completion of succession as CEO.

Mahtab held the position of Chief Operating Officer (COO) of Robi from April 2014 to March 
2016. He joined Robi in 2010 as the Chief Financial Officer (CFO), the position which he held 
till 2014. Prior to joining Robi, Mahtab spent 17 years of his career with Unilever where he held 
various business and finance leadership positions including the post of Finance Director in 
various operating companies like Unilever Pakistan, Unilever Arabia and Unilever Bangladesh.

Mahtab holds a Bachelor of Honours and Masters in Accounting from the University of Dhaka, 
Bangladesh.  He is also a Fellow member of Institute of Cost and Management Accountant of 
Bangladesh (ICMAB), FCMA & CGMA of Chartered Institute of Management Accountants 
(CIMA, UK). He is also an alumnus of the Harvard Business School (AMP 190).
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DBC News
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The Dhaka Branch Council (DBC) of the Institute organized a reception to the newly qualified Cost and 
Management Accountants (qualified in June, 2016 Exam) on November 03, 2016 at DBC Training Room, 
ICMA Bhaban, Dhaka. Kazi Muhammad Ziauddin FCMA, Chairman of DBC presided over the program. In 
the CMA June 2016 Exam 17 CMAs were qualified and attended the program along with their family 
members. They also spoke of the hindrances in achieving the final success. They were awarded a memento 
and a small DBC souvenir as a token of recognition on behalf of DBC Councilors. DBC Councilor Mr.  
Safiul Azam ACMA nicely conducted the program. 

Reception to the Newly Qualified CMAs

The Dhaka Branch Council (DBC) of the ICMAB organized a Seminar on "Supply Chain Management for 
Finance Professional" on November 12, 2016 at ICMAB Ruhul Quddus Auditorium, Nilkhet, Dhaka. The 
Program was presided over by DBC Secretary Md. Abdus Satter Sarkar ACA, FCMA. Mr. Naquib Khan, 
President, Bangladesh Supply Chain Management Society and Corporate Affairs Director, Nestle Bangladesh 
Ltd was present as the resource person. Mr. Md. Abdul Aziz FCMA, Former President, ICMAB & Managing 

Seminar on
Supply Chain Management for Finance Professional
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Director, Western Agro Industries Ltd. was present as the Chief Guest. Mr. Md.  Ali Haider Chowdhury 
FCMA, Director & CEO, Unicom Group and Former Chairman, DBC and Mr. Mohammed Abdul Awal, 
General Secretary, Bangladesh Supply Chain Management Society and GM & Head of Global Supply Chain, 
Base Technologies Ltd. were present as the session Chairman & Commentator respectively. DBC Treasurer 
Mr. A.K.M. Zakaria Hossain FCMA gave the welcome address and introduces the Resource person Mr. 
Naquib Khan. Chairman of Dhaka Branch Seminar & Conference Committee Mr. Jayanta Kumar Podder, 
FCMA introduces the Chief Guest Md. Abdul Aziz FCMA. A large member of fellow & associate members 
and Students of ICMAB were present and actively participated in the program. DBC Councilor Mr. Safiul 
Azam ACMA nicely conducted the program. 

The Dhaka Branch Council (DBC) of the ICMAB organized a Seminar on "Stress Management and 
Prevention of Heart Diseases, Stroke and Diabetes on November 19, 2016 at ICMAB Ruhul Quddus 
Auditorium, Nilkhet, Dhaka. The Program was presided over by DBC Chairman Kazi Muhammad Ziauddin 
FCMA. Dr. Moniruuzzaman, Specialist Cardiovascular and Diabetes, Conversant Spokesman, Heart Diseases, 
Stroke and Diabetes was present as the resource person. Mr. Md. Mujibur Rahman FCMA, Chief Financial 
Officer, United Hospital Ltd. was present as the Chief Guest. Mr. Abu Sayed Md. Shaykhul Islam FCMA, Past 
President, ICMAB and Independent Management Consultant and Dr. Syed Abdulla Al Mamun FCMA, 
Associate Professor, School of Business studies, Southeast University  were present as the session Chairman 
& Commentator respectively. Chairman of Dhaka Branch Seminar & Conference Committee Mr. Jayanta 
Kumar Podder, FCMA gave the welcome address and introduces the Resource person Dr. Moniruuzzaman. 
Chairman of Dhaka Branch Public Relation & Professionals Alliance Committee Mr. Rana Protap Ghosh, 
FCMA introduces the Chief Guest Mr. Md. Mujibur Rahman FCMA. A large member of fellow & associate 
members and Students of ICMAB were present and actively participated in the program. DBC Councilor 
Mr. Safiul Azam ACMA nicely conducted the program. 

Seminar on
Stress Management and Prevention of Heart Diseases, Stroke and Diabetes
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DBC Fellowship Night-2016

The Dhaka Branch Council of The Institute of Cost and Management Accountants of Bangladesh (ICMAB) 
organized "DBC Fellowship Night-2016" for the ICMAB Members at International Convention Center, 
Bashundhara (ICCB), Khilkhet, Dhaka on December 15, 2016. 

Mr. Mohammed Nasim MP, Hon'ble Minister, Ministry of Health & Family Welfare, Govt. of the Peoples' 
Republic of Bangladesh was present as Chief Guest in the program. Mr. Hedayetullah Al Mamoon, ndc, 
Senior Secretary, Ministry of Commerce, Govt. of the People's Republic of Bangladesh and Mr. A.K.M. 
Delwer Hussain FCMA, Chairman, Bangladesh Sugar & Food Industries Corporation were present as the 
Special Guests. Kazi Muhammad Ziauddin FCMA, Chairman of Dhaka Branch Council presided over the 
program. Mr. Md. Abdus Satter Sarkar ACA, FCMA, Secretary of Dhaka Branch Council gave the well come 
address. Kazi Muhammad Ziauddin in his speech emphasized on role of CMA in the context of present 
global economy and competitive business environment.

The Chief Guest Mr. Mohammed Nasim, MP in his speech appraised the role of Cost and Management 
Accountants for the economic development of the country. He advised the members to peruse the CMA 
education with dedication and sincerity. 

Among others Institute's President Mr. 
Arif Khan FCMA, Mr. Jayanta Kumar 
Podder FCMA, Chairman of Dhaka 
Branch Seminar & Conference 
Committee also spoke in the program. 
DBC Vice Chairman Mr. S.M. Shawon 
Mahmud FCMA offered vote of thanks. 

A large number of members of the 
Institute, high officials of the 
Government, Semi-Government, 
Corporations, Multinationals and local 
companies, leading business 
personalities and social elites were 
present in the program.
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The Institute of Cost & Management Accountants of Bangladesh (ICMAB) Chittagong Branch arranged a 
day-long Cost Audit Workshop at a Local Hotel, Agrabad, Chittagong. The CBC Chairman, Mohammed 
Nurul Huda Siddiquee, FCMA, Presided over the program. Prof. Dr. Swapan Kumar Bala, FCMA, Treasurer, 
ICMAB & Commissioner, Bangladesh Securities & Exchange Commission was present as chief guest while 
Mr. M. Abul Kalam Mazumdar FCMA, Past President, ICMAB & Chairman of the Cost Audit and Professional 
Service Committee was present at the workshop as Session Chairman. CMA Bharat Bhushan Goyal, Former 
Addl. Chief Adviser (Cost), Ministry of Finance, Government of India and CMA Raju Iyer Pichumani, Council 
Member & Chairman Cost Audit and Assurance Standards Board of Institute of Cost Accountants (ICA) 
India presented paper on chemical, fertilizer, real estate, pharmaceuticals & power sector cost audit. Learned 
paper presenter illustrated different tools & technique of cost audit. Chittagong based members and senior 
students were present at the workshop. Mr. Md. Anisuzzaman, ACA, FCMA, Secretary conduct the program 
nicely & Vice- Chairman Mr. Golam Kibria, FCMA thanked all.

A day long International Conference on "Economic Transformation of Bangladesh through Development of 
Commercial Capital" organized by Chittagong Branch Council of The Institute of Cost & Management 
Accountants of Bangladesh (ICMAB) on December 09, 2016 at Bangabandhu Conference Hall, CCCI, World 
Trade Centre, Agrabad C/A, Chittagong.

Mr. Abdus Salam, Chairman of Chittagong Development Authority (CDA), inaugurated the Conference as 
Chief Guest while Mr. Mahbubul Alam, President of Chittagong Chamber of Commerce & Industry and Vice-
President of FBCCI, and Mr. Arif Khan CFA, FCMA, President of ICMAB were present as Special Guest. Mr. 
M. Shaifur Rahman Mazumdar, FCA, FCMA, Managing Director of Chittagong Stock Exchange presented the 
theme of the conference. Mr. Mohammed Nurul Huda Siddiquee FCMA, Chairman of Chittagong Branch 

Cost Audit Workshop

International Conference on
Economic Transformation of Bangladesh
through Development of Commercial Capital
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Council (CBC) of ICMAB welcomed the guests and Mr. Imtiaz Alam FCA, FCMA, Chairman of seminar & 
conference committee delivered speech on the Conference.

The Chief guest opined that present Government has an ambition to develop Chittagong city as a Global 
Financial Center along with Regional Transshipment Hub with a view to provide access to North East India, 
Myanmar, Nepal, Bhutan and Southwest China. This will connect us with "One Belt, One Road" known as 
BCIM (Bangladesh-China-India-Myanmar).

He also said, "No port, No Chittagong " and there are many infrastructural development is underway in 
Chittagong like Elevated Express Way, Flyovers, outer Ring Road, Multipurpose Tunnel under Karnaphuli 
River, Special Economic Zones, Bay terminal, Potenga Container Terminal (PCT) Karnaphuli Container 
terminal(KCT) , Laldia Multipurpose terminal,  two new jetties near Sitakunda etc.  to transform Chittagong 
as Commercial Hub. Mr. Mahbubul Alam thanked ICMAB for organizing such a Conference in Chittagong. 
He states in his speech that, being the commercial city of the country, the surrounding area of Chittagong is 
also going to be developed through developing infrastructure which is attracting the Foreign Investors to 
invest in Bangladesh especially in Chittagong. He also said, Govt. should take initiative to set full pledge 
commercial capital by setting more Govt. office in Chittagong to give the true meaning of commercial 
capital.

Mr. Arif Khan FCMA, President of ICMAB, delivered his valuable speech to the undergoing development 
project of Commercial Capital and opined that after completion of those projects give this Commercial city 
a new shape that will help to convert this city as a commercial hub of this South Asian Region.

Mr. Zafar Alam, Joint Secretary & Member (Admin & Planning) of Chittagong Port Authority presented the 
technical paper on "Infrastructural development of Commercial Capital" and Mr. Ejazur Rahman, CSCM, 
MBA, AIMM, PgDMC, Managing Director of Mind Mapper Bangladesh presented the technical paper on "The 
new supply chain agenda"-driving real value through capability building.

The members of the Professional 
Account ing  Bod ies , 
Entrepreneurs, Top & Mid level 
Corporate Executives, Bankers, 
Member of the Trade Bodies and 
all stakeholders of Industrial 
Sector were participated the 
Conference. Mr. Golam Kibria, 
FCMA, Vice Chairman, CBC 
conduct the program nicely & 
thanked all.
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The Chittagong Branch Council (CBC) of the 
Institute of Cost and Management Accountants 
of Bangladesh has celebrated CBC Fellowship 
Night 2016, which was held on December 16, 
2016 at Hotel Agrabad, Chittagong. Mr. Arif 
Khan, FCMA, President of ICMAB was present 
as Chief Guest.

A good number of Fellow & Associate members 
of Dhaka & Chittagong of the Institute along 
with their spouses and children attended the 
function.

Mr. Mohammed Nurul Huda Siddiquee, FCMA, 
Chairman, Chittagong Branch Council presided 
over the function while address of welcome was 
given by Mr. Golam Kibra, FCMA, Vice Chairman, 
CBC. Mr. Arif Khan FCMA, President of ICMAB, 
delivered his valuable speech on this occasion.

The Chittagong Branch Council (CBC) honored 
to the Past Chairmen of the CBC and the 
Chairman Seminar & Conference committee in 
the occasion for their untiring efforts to uphold 
the image of CBC and CMA's.

The function was concluded with colorful 
cultural functions by renowned artists of 
Chittagong. A wonderful raffle draw and a 
delicious fellowship dinner were followed by the 
cultural function, which were enjoyed by the 
participants.

CBC Fellowship Night 2016
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In order to attract potential students, Khulna Branch Council of ICMAB arranged a Seminar on "Career 
Building through ICMAB to a World Class Global CMA Profession" on December 12, 2016 at Azam Khan 
Govt. Commerce College, Khulna. The Seminar was presided over by Mr. Ratan Kumar Debnath FCMA, 
Chairman, Khulna Branch Council (KBC) of the Institute while Prof. Kalipada Majumder, Principal and Prof. 
K. B. M. Nissanul Habib, Vice-Principal, Azam Khan Govt. Commerce College were present in the program as 
Chief Guest and special guest. Mr. Md. Alauddin Akanda FCMA, Adviser, Mr. Abdul Motaleb FCMA, Vice-
Chairman, KBC, Mr. Azizur Rahman ACMA also presented in the seminar. Among others, Prof. Rawsan Akter, 
Head of Accounting Department, Prof. Selina Bulbul, Head of Finance & Banking Department, Mrs. Sheikh 
Nasima Rahman, Associate Professor & Head of English Department were also present in the seminar. 
Around 500 students were present in the Seminar and they actively participated in the program.

Seminar on
Career Building through ICMAB to  a World Class Global CMA Profession

Khulna Branch Council of ICMAB celebrated the 46th Victory Day of Bangladesh on December 16, 2016.  
The Members of KBC with the Officers & Students of Khulna Branch bringing out a procession and paid 
wreath at Shaheed Minar of Gallamari, Khulna. They also paid homage to those glorious sons for their 
supreme sacrifices during the liberation war. Mr. Ratan Kumar Debnath FCMA, Chairman, Khulna Branch 
Council of ICMAB,  Mr. Abdul Motaleb FCMA, Vice-Chairman, Mr. S.M. Zakir Hossain ACMA Treasurer, Mr. 
Alauddin Akanda FCMA,  Adviser of Khulna Branch Council were also present the program.

Celebrating of 46th VICTORY DAY of Bangladesh
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