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EDITORIAL

Public finance is the way government 

manages its fund. Government collects 

resources in different manners such as tax 

(both direct and indirect), duties, income 

(from its investment) and borrowing. Direct 

Tax is income tax which is progressive in 

nature. Indirect tax is Value added Tax, sales 

Tax etc.

Custom duty is paid on import or export of 

goods or services. Government needs money 

to spend as per budget. Main objective of 

government expenditure is to provide public 

goods and services, redistribution of asset 

and investment. This is done through fiscal 

policy. 

There is philosophy behind the policy 

formulation. Government normally have few 

broad objectives such as  (i) support  growth 

of the economy, (ii) reduction of poverty, (iii) 

create employment and (iv) containment of 

inflation.  They have 2 tools to achieve those 

objectives; namely, monetary policy and fiscal 

policy. 

If government’s expenditure is higher than 

its revenue collection than there will be deficit. 

This deficit may be financed by borrowing; 

locally or globally. Government may borrow 

from public by issuing different instruments 

such defense savings certificate or from banking 

system through Bangladesh Bank. It also can 

borrow from multilateral agency such as ADB, 

IDB or world Bank. Foreign country also 

can lend money to the government. A least 

Developed country receives donation from 

different countries or multi lateral agencies. 

As Bangladesh is approaching towards middle 

income, donation to us is reducing gradually. 

Our ever increasing budget is mostly financed 

from internal resources. Undoubtedly it’s a 

matter of pride for us.

As we, professional Accountants, climb up 

the ladder of the organization, we need to be 

conversant about the economy including public 

finance of the country. In order to understand 

the trend or to forecast about the business, we 

must have knowledge of the public finance.

Shawkat Hossain FCMA
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From the
President’s Desk

Today’s globalization has provided us multiplied opportunities, but it has also increased cut-throat 
competition wherein the professional accountants are not exception. Survival in such competitive 

world becomes very challenging. Professionals cannot demand that they are protected in this fourth 
industrial revolution which has engulfed our personal and professional life completely. To remain 
successful and relevant, we have no way rather than exploring every avenue for excellence. We, at 
ICMAB, are always in the process of continuous endeavour to enrich the profile of our beloved 
institute from every dimension setting the priorities and plans accordingly. Considerable attention 
is put towards the capacity development of our members who are the contributor to our national 
economy.

The WTO regime surpasses the motivated attempt of GATT promoting free trade in a highly 
globalized competitive business world. It allows tariffs and trade restrictions against 'dumping' of 
cheap surplus goods. Despite these benefits WTO has often been criticized for trade rules that 
are unfavorable to developing countries. Many developed countries went through a period of tariff 
protection by enabling them to protect new and emerging domestic industries. In spite of tariff 
protection WTO trade deals still encompass a lot of protectionism benefiting the richer nations like 
EU and US. The CMAs with their cost accounting skills can help the concerned authorities to get 
remedies from anti-dumping and countervailing duties. A new avenue has therefore emerged for the 
CMAs to certify the cost statements of such companies with some standard format. This can help our 
companies to continue/ increase their exports as well as help protect local companies from undue 
competition of external suppliers – thereby earning and/or saving valuable foreign exchange for the 
country. Thus, cost accountants may offer technical consultancy services to cover anti-dumping and 
countervailing duty areas. With this aim in view the Institute has arranged for a two-day workshop 
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on the topic. CMAs in practice can help the 
affected companies by providing the technical 
support of providing the relevant information 
as well as unveiling proper cost structures. 

Bangladesh has demonstrated its credential as 
early achievers of Millennium Development 
Goals (MDGs) which lead the country 
to change its economic fate from Least 
Developed Country to Middle Income 
Country. Motivated from this success, 
Bangladesh has become a signatory to UN 
2030 agenda and is heading forward to achieve 
the Sustainable Development Goals (SDGs) 
by the year 2030 and transform the country 
to a developed country by 2041. To keep pace 
with the country’s development the Institute 
likes to support the Government in this noble 
initiative. The Institute believes that it can help 
the private sector in their preparedness for 
achieving sustainable development goals. As a 
homework and food for thought, ICMAB invited 
experts from GRI South Asia to share the basic 
issues of GRI standards to make CMAs aware 
about the changes and challenges. Dhaka Stock 
Exchange (DSE) has already signed a MoU 
with GRI to support its listed companies for 
reporting in line with the GRI Standards. It has 
already published ‘Guidance on Sustainability 
Reporting for Listed Companies in Bangladesh’ 
for the listed companies which is prepared with 
the technical support from GRI. I believe that 
this initiative will bring new avenue for offering 
professional services to business community in 
the days ahead.

As data analytics, artificial intelligence, block 
chain, big data management have become 
the rule of today’s business, management 
accountants cannot afford the risk of 
ignorance of the same. The Institute has invited 
experts in the field and arranged for discussion 
program on Block Chain and minimizing Cyber 
Security risk to increase awareness among the 
members. ICMAB has twined with ROBI to 
develop infrastructural facility to set up digital 
lab and drive other digitization initiatives of the 
institute. At the same time, we have arranged a 
CPD on newly enacted VAT and Supplementary 
Duty Act 2012 to update the members. 

We are also trying our best to develop 
the required infrastructure for cost audit 
implementation. In addition to two volumes 
of Bangladesh Cost Accounting Standards, we 
are working on another eight new standards to 
be published soon. We have already approved 
Bangladesh Cost Accounting Standard Board 
and formed Cost Auditing and Assurance 
Standards Board and Quality Review Board 
(QRB) to give the audit process a permanent 
structure. English version of Cost Accounting 
Report and Record Rules, 1997 covering seven 
industrial sectors i.e., (i)  Sugar Mills, (ii) Chemical 
Fertilizer, (iii) Textiles, (iv) Jute, (v) Fuel & Power, 
(vi) Edible Oil and (vii) Pharmaceuticals sector; 
has already been published. First in the history 
of ICMAB, a team of twenty CMAs have taken 
practical training on Cost Audit in New Delhi 
with the technical support from the Institute 
of Cost Accountants of India (ICAI). On our 
persuasion a reminder letter has already been 
issued by the Ministry of Commerce for audit 
of cost accounts of eighty eight companies. 
We are also in a process of effective lobbying 
with relevant regulatory bodies and corporate 
sector to expedite the implementation of cost 
audit.

To popularize the CMA profession and attract 
young talents towards the profession, we 
have visited different colleges and universities 
within and outside Dhaka. We have continued 
our visit to regulators, corporate bodies and 
other related parties and communicated our 
expectations and commitments as well. We 
are also active in international forums like 
SAFA, CAPA and IFAC and this process will be 
continued. 

The process of learn-unlearn-relearn never 
ends. I expect members’ suggestions and 
wishes in the process of my professional 
pursuits. Long live CMA profession !

M.  Abul Kalam Mazumdar FCMA 
President, ICMA Bangladesh
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Public Sector Financial Management and 
Accountability in the context of Bangladesh

Abstract 
Accountability is the cornerstone of all financial reporting including government sectors. Accountability 
requires that government to answer to the citizenry to justify the raising of public resources and the purposes 
for which they are used. Yet its growing popularity in a number of applied fields, including development policy 
more especially on public sector financial management. This study examines the management of public funds 
in terms of how concerned authority give accountability report of their stewardship. Data were collected 
mainly from the secondary sources particularly revenue collected by the government, recurrent and capital 
expenditure from the Ministry of Finance (Annual Budget data for the period 2000-1 to 2018-19).The data 
generated for the study were analysed using ordinary least square (multiple regression).The findings of 
the study address that the level of accountability is not up to the mark in the context of accessibility, 
comprehensiveness, relevance, quality, reliability and timely disclosure of economic, social and political 
information about government activities are completely non available or partially available for the citizens 
to assess the performance of public officers mostly the political office holders. Therefore, the paper strongly 
recommend professionalism is essential for ensuring accountability in the public financial management in 
Bangladesh, and also there must be a reduction in the level of corruption, improving public sector accounting 
and auditing standards and the value of money must be applied in the conduct of government operations.

Keywords: Accountability, Public Financial Management in Bangladesh, Public Sector Accounting.
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1. Introduction
In the twenty first century, almost every country 
including developed and developing countries, are 
concerned about how accountability is ensured in 
public financial management for getting maximum 
outcomes. Due to the recent crisis in financial sector 
(stock market crash, hallmark Sonali bank scandal, 
Bangladesh bank account hacking etc.) the demand 
for ensuring accountability in financial sectors are 
increasing around the world including Bangladesh.

Accountability is the mechanism to report on the 
uses of public fund or resources. To recover the 
recent scandals in financial sectors, most of the 
countries in the world including Bangladesh.

Accountability is the mechanism to report on the uses 
of public funds or resources. To recover the recent 
scandals in financial sectors, most of the countries in 
the world including Bangladesh, now recognize the 
urgent need to reform their public sectors financial 
management for getting more desired accountability 
in the area of public financial management. Recent 
reforms Financial Reporting Act 2015 (FRA 2015), 
Securities & Exchange Commission Act 2012 (SEC 
Act 2012) introduced were particularly aimed at 
establishing accountability for public funds or to 
improve more rational use of public resources. 

This study aims to address the present scenario 
of public financial management and level of 
accountability of concerned authority those who 
are responsible for making optimum use of public 
funds and to improve institutional capacity (FRA, 
Finance Ministry) to promote accountability in 
public financial management. A transparent, fair 
as well as accountable public sector financial 
management is crucial for not only Bangladesh but 
also for the whole world to meet the challenges 
brought on by globalization due to new emerging 
technological advancement in financial sectors. Since, 
accountability is the prerequisite for ensuring good 
governance in the society as well as it is the prime 
principle of corporate governance. Accountability 
is the cornerstone of government accounting 
and core concept for good governance in both 
private sector financial management and public 
sector financial management. So, it is hoped that 
any improvement linked to the study findings that 
boost up the performance of key public sectors 
financial management, will in turn confidence and 
build general public trust to the government of 
Bangladesh. 

The diagnosis of good practices and guidelines 
provided by The Chartered Institute of Public 
Finance and Accountancy (CIPFA) and the 

International Federation of Accountants 
(IFA) and also identifies the key methods to 
improve public financial accountability are 
the prerequisite to improving accountability in 
public sector. It will also assist different responsible 
ministry under government, donors and the wider 
public in making public policy choices and prioritizing 
public fund allocation.

1.1 Public Financial Management & 
Accountability in the context of Bangladesh
Accountability will enhance or stimulate 
program development to improve the day to 
day operations in the public sectors. Better 
public financial management and accountability 
are the key indicators for achieving sustainable 
economic development of Bangladesh. In recent 
years, the debate on better utilization of public 
finance for ensuring public accountability has 
tended to focus on fiscal sustainability though 
with a primary emphasize still on deficit and 
debt figure of our national budget by Sharaful 
HossenIn most recent years, there has been 
growing concern regarding the public financial 
management and the levels of accountability of 
concerned authority those who are responsible 
for this subject matter on developing countries, 
especially Bangladesh, because the efficient use 
of public funds from both foreign assistance and 
domestic sources might depends on the public 
financial management systems by SK Sharaful 
Hossen.

The key link in the chain of public financial 
management system and levels of accountability 
are weak in Bangladesh. Among the major 
challenges, one of the most important challenges 
is the lack of accountability of the concerned 
authority in this regard. This lack of accountability 
will create multiple problem including level of 
corruptions, creates opportunities for budget 
padding, and leads to many under funded projects, 
delays in implementation of IPSAS byWoods et 
al (2001). A sound public financial management 
system will enhance better governance that 
allows the government to achieve overall 
macroeconomic sustainability development 
objectives and proper economic growth which 
will in turn, more accountability of the authority 
by Osibote, (2005).

1.2 Scope & Objectives of the Study
As the study aims to address the gap in public 
financial management and level of accountability 
of concerned public office holders. Though our 
alternate objective is to assist or support the 
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government in the context of current status 
of public financial management and level of 
accountability, to reform and improve public 
sector accountability for ensuring more rational 
use of public resources as well as action taken to 
implement the public sector accounting standard. 
The main purpose of the study is

s To being addressing this gap in a practical way, 
this study presents current status public sector 
financial management and accountability.

s To identify good practices or the ways that 
means achieving accountability in public 
financial management.

1.3 Statement of the Problem
Existing government related budgeting literature 
tends to focus on the overall allocation of 
funds and does not examine the management 
of funds in terms of how public office holders 
give accountability report of their stewardship. A 
notable gap in the literature becomes apparent 
when seeking examples of previous research 
about public financial management and address 
the challenges related to public finance in 
Bangladesh. Existing literature can be considered 
to generally explain the major challenges of public 
financial management. But did not adequately 
address some specific issues including

s Which public officers are directly accountable?

s For what they are accountable 

s To whom they are accountable

s How the accountability is discharge?

2. Conceptual and Theoretical 
Framework

2.1 Concepts of Accountability
The term accountability has a long tradition in 
both public finance & political science and financial 
accounting as well as government accounting. 
In political science, John Locke’s theory of the 
superiority of representational democracy 
built on the notion that accountability is only 
possible when the governed are separated from 
the governors (Locke, 1690/1980; cf. Grant and 
Keohane, 2005). It was also a major concern for 
the fathers of the American constitution, and few 
areas have been as fundamental to thinking about 
the political system in America as accountability 
(e.g. Finer, 1941; Friedrich, 1940; Dubnick and 
Romzek, 1993).

Accountability is one of the cornerstones of 
good governance; however, it can be difficult for 

scholars and practitioners alike to navigate the 
myriad of different types of accountability. Bovens 
(2005) defined accountability ensures actions 
and decisions taken by public officials are subject 
to oversight so as to guarantee that government 
initiatives meet their stated objectives and 
respond to the needs of the community they 
are meant to be benefiting, thereby contributing 
to better governance and poverty reduction. 
Bovens (2006) also added that the concept 
of accountability involves two distinct stages: 
answerability and enforcement.

A
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ou
nt
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ty

Answerability refers to the obligation of the 
government, its agencies and public officials 
to provide information about their decisions 
and actions and to justify them to the public 
and those institutions of accountability 
tasked with providing oversight.

Enforcement suggests that the public or the 
institution responsible for accountability can 
sanction the offending party or remedy the 
contravening behaviour.

According to Bello (2001), huge amount of 
Naira is lost through one financial malpractice 
or the other in Nigeria, which to say the least, 
drains the nation’s meagre resources through 
fraudulent means with far-reaching and attendant 
consequences on the development or even socio-
economic or political programmes of the nation.
Johnson (2004) said that public accountability 
is an essential component for the functioning 
of our political system, as accountability means 
that those who are charged with drafting and/or 
carrying out policy should be obliged to give an 
explanation of their actions to their electorate.

Premchand (1999) observed that “the capacity to 
achieve full accountability has been and continues 
to be inadequate, partly because of the design 
of accountability itself and partly because of 
the widening range of objectives and associated 
expectations attached to accountability”.

2.2 Why is Accountability Important to 
Governance? 
Public governance consists of the arrangements 
put in place to ensure that the intended 
outcomes for stakeholders are defined and 
achieved by McNeil, & Mumvuma. (2006). Goetz 
& Jenkins (2001) described that good systems 
of public governance result in more efficient 
and effective use of public finances for attaining 
policy objectives, while flawed governance opens 
up opportunities for errors, abuses and a waste 
of public monies. Accountability therefore is 
an essential component of public governance. 
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The Chartered Institute of Public Finance and 
Accountancy (CIPFA) and the International 
Federation of Accountants (IFAC) have 
provided an International Framework for Good 
Governance in the Public Sector.  The framework 
indicates that good governance consists of the 
following,
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• Ensuring openness and comprehensive 
stakeholder engagement;

• Defining outcomes in terms of 
sustainable economic, social and 
environmental benefits;

• Determining the interventions 
necessary to optimize the achievement 
of the intended outcomes;

• Developing the entity’s capacity, 
including the capability of its leadership 
and the individuals within it;

• Managing risks and performance 
through robust internal control and 
strong public financial management;

• Implementing good practices in 
transparency, reporting and audit, to 
deliver effective accountability

Figure:1 International Framework for Good Governance 

in the Public Sector by CIPFA& IFAC

Stone (1995) added that accountability plays a 
fundamental role in ensuring good governance 
across institutions and processes. When public 
officers have an obligation to explain and justify 
their conduct towards other public authorities, 
or taxpayers and citizens, they are exposed to the 
judgement and, possibly, the sanctions that can 
be imposed for any wrongdoing. Matthias (2006) 
mentioned that in order for the accountability 
mechanism to work, however, certain conditions 
must be met, including transparent access to 
information, reliable accounting systems and an 
independent media and judiciary.

The governance paradigm: Sahr et al (1997) 
illustrated that The Economic Development 
Institute (EDI) of the World Bank and 
Transparency International (TI) are leaders in the 
development of new paradigms for accountability, 
integrity and governance. The ‘Principles for EDI’s 
Governance includes:

1. Increasing accountability through increased transparency

2. Focusing on service delivery to the public

3. Raising awareness and expectations of the public that
i. citizens have a right to be treated as a customer
ii. citizens are entitled to expect clean government
iii. civil society has responsibilities as well as rights

Evaluating the ongoing effectiveness of public 
officials or public bodies ensures that they are 
performing to their full potential, providing value 
for money in the provision of public services, 
instilling confidence in the government and being 
responsive to the community they are meant to 
be serving.

2.3 Accountability for Government Accounting

As per the Concepts Statement No. 1, “Objectives of 
Financial Reporting, “the Government Accounting standard 
Board stated that “Accountability is the cornerstone of all 
financial reporting in government”. Accountability requires 
that government to answer to the citizenry to justify the 
raising of public resources and the purposes for which they 
are used.

Governmental accountability is based on the belief that the 
citizenry has a “right to know” a right to receive openly 
declared facts that may lead to public debate by the citizen 
and their elected representative. Financial reporting plays 
a major role in fulfilling governmental duty to be publicly 
accountable in a democratic society,

The GASB believes that interperiod equity is a significant 
part of accountability and is fundamental to public 
administration.

Figure:2 Accountability for Government Accounting 

(Research Study)

According to Coker (2010), the various 
approaches to accountability based on the 
language of account can be grouped into:

Political 
accountability

Administrative 
accountability

Professional 
accountability

Democratic 
accountability

Basic 
operational 
principle

acting 
following the 
political and 
programmatic 
provisions 
adopted 
by the 
Government

acting in full 
compliance 
with the legally 
established 
rules and 
procedures

acting in full 
compliance with 
the technical 
rules and 
practices of the 
profession

acting 
according with 
the needs and 
interests of 
social groups 
or society as a 
whole

Internal 
accountability, 
to whom?

superior 
political 
authority

superior 
political 
authority 
- superior 
administrative 
organ or 
authority

superior 
professional 
organorauthority 
(technical 
evaluation) 
- superior 
administrative 
organ or 
authority 
(administrative 
evaluation

External 
accountability, 
to whom?

- Parliament

external organs 
of supervision 
and control 
- citizen as 
subject - courts 
of justice

external organs 
of supervision 
and control 
(technical or 
administrative)

social groups 
- society as a 
whole

Subject 
matter

results of the 
administrative 
performance

forms and 
procedures 
followed by the 
administrative 
action

professional 
rules and 
practices 
followed - 
results of the 
professional 
performance

results of 
administrative 
performance

Figure:3 Different dimension of Accountability
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2.4 Background to Public Sector Financial 
Management Transparency and 
Accountability
In examining public sector transparency and 
accountability in Bangladesh, the historical 
background and the political situation must 
be taken into account. As in many other 
countries of the world, inadequate levels of 
transparency and accountability have led to 
the problem of corruption and other major 
problems. Corruption in Bangladesh is complex 
and longstanding and has plagued the country 
since independence due to the absence of 
accountability and transparency public sector 
financial management. Corruption has had a 
major impact on the country. It has diminished 
the citizens ‘confidence in the government, led 
to the misappropriation and mismanagement of 
public funds and human resources. To reverse 
these negative effects, it is instructive to closely 
examine existing policies and practices in the key 
areas of public financial management and levels 
of accountability of government officers.

2.5 Bangladesh’s Background Information:
Bangladesh is a South Asian country sharing 
land borders with India and Myanmar. With a 
population ofover 163 million, it is the eighth 
most populous country in the world. The 
country has seen robust growth averaging 6.3% 
per year over the past decade. Its GDP per capita 
stands at $4,600 in PPP international dollars, 
making it a lower-middle income country by the 
World Bank’s definition. Bangladesh’s economic 
freedom score is 55.6, making its economy the 
121st freest in the 2019 Index. Its overall score 
has increased by 0.5 point, with higher scores on 
factors including property rights and government 
integrity countering declines in investment 
freedom and fiscal health. Bangladesh is ranked 
27th among 43 countries in the Asia–Pacific 
region, and its overall score is below the regional 
and world averages.

Bangladesh has been ranked 41st among the 
world's largest economies in 2019, moving up 
two notches from last years. The country has 
become the second biggest economy in South 
Asia, according to an analysis by a London-based 
think-tank. (The Daily Star, 2019).

2.6 Public Financial Management in 
Bangladesh 
The process of strengthening public finance 
management in Bangladesh could be 

metaphorically described as an uphill path full of 
unprecedented potholes. On the Open Budget 
Index (OBI), Bangladesh has a score between 41 
and 60 and is placed right in the middle, category 
C3 (C1 being lowest and C5 being highest). 
According to OBI, this score suggests that while 
some basic budget information is available, in-
depth data on critical factors are missing.

The World Bank has described public financial 
management (PFM) as being critical to the 
achievement of public policy objectives, and for 
efficient, timely, and accountable use of public 
funds. It is also a reliable indicator of the quality 
of governance, and, when done right, leads to 
strong, sustainable economic growth by World 
Bank Institute, (2005).

Public financial management (PFM) is an essential 
part of the development process. Sound PFM 
supports aggregate control, prioritization, 
accountability and efficiency in the management 
of public resources and delivery of services, 
which are critical to the achievement of public 
policy objectives, including achievement of the 
Millennium Development Goals (MDGs) by 
SPEMP, Dhaka, Bangladesh, (2010). In addition, 
sound public financial management systems 
are fundamental to the appropriate use and 
effectiveness of donor assistance since aid is 
increasingly provided through modalities that 
rely on well-functioning systems for budget 
development, execution and control.

2.7 Key Players Public financial management 
Ministry of Finance:The Ministry of Finance 
(MOF), a key player in the stewardship of public 
finances, is responsible for government finance 
operations, including annual budget preparation, 
fiscal management, public debt management, 
taxation, and economic policy formulation. 
It oversees the operations of the country’s 
financial institutions, and it plans, implements, 
and controls the public expenditure policies 
and programs of the government. Together 
with other relevant ministries and divisions, the 
MOF is responsible for the preparation of the 
medium-term budgeting framework (MTBF) 
and the annual budget (both nondevelopment 
and development). It also develops and updates 
the medium-term macroeconomic framework 
in collaboration with the Planning Commission, 
the Bangladesh Bureau of Statistics, the National 
Board of Revenue, Bangladesh Bank, and other 
relevant agencies.
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Key Players in Public financial management

Sl 
No.

Key Players in Public 
financial management

Role of Key Players in Public financial management

A

Ministry of Finance

A key player in the stewardship of public finances, 
is responsible for government finance operations, 
including annual budget preparation, fiscal 
management, public debt management, taxation, and 
economic policy formulation.

I. Economic 
Relations 
Division

The Economic Relations Division (ERD) of the MOF 
plays a key role in the overall management of external 
aid including loans and grant.

II. Foreign Aid 
Budget and 
Accounts Wing

The Foreign Aid Budget and Accounts (FABA) Wing 
of the ERD is broadly responsible for external debt 
management and foreign aid budgeting.

B

Ministry of Planning
The Ministry of Planning oversees the financial 
policies of the government and is responsible for 
socioeconomic planning and statistical management.

i. Planning 
Commission

This central planning organization determines the 
objectives, goals, and strategies of the country’s short- 
and medium-term plans, and draws up policies to 
achieve the planned goals and targets.

ii. Implementation, 
Monitoring, 
and Evaluation 
Division

The IMED is responsible for monitoring and 
evaluating the public sector development projects 
included in the ADP.

C
Office of the 
Controller General of 
Accounts

The CGA functions independently under set rules 
in all matters relating to treasury functions and 
accounting principles and procedures. It is responsible 
for scrutiny of government payments, and for the 
compilation and II. Key Players 5 consolidation of 
government accounts including accounting for all 
external loans and grants received by executing 
agencies

D
Office of the 
Comptroller and 
Auditor General

The CAG is the supreme audit institution of 
Bangladesh. Articles 127–132 of the Constitution 
contain provisions relating to the appointment and 
service conditions of the comptroller and auditor 
general, including privileges, audit mandate, and 
reporting procedures.

E Bangladesh Bank

Bangladesh Bank, the central bank, is the apex 
regulatory body for the country’s monetary and 
financial system and the banker of the government. 
Loan and grant proceeds are credited to the 
government’s account through Bangladesh Bank, 
and all subsequent repayments to lenders are also 
coursed through the bank

F

Asian Development 
Bank

The Loan Administration Division of the Controller’s 
Department of ADB (CTLA) is responsible for 
processing disbursements of loans, grants, and 
technical assistance, and maintains accounting systems 
for disbursements and for the billing and collection of 
loan repayments.

a. Controller’s 
Department, 
Loan 
Administration 
Division

The Loan Administration Division of the Controller’s 
Department of ADB (CTLA) is responsible for 
processing disbursements of loans, grants, and 
technical assistance, and maintains accounting systems 
for disbursements and for the billing and collection of 
loan repayments

b. Bangladesh 
Resident 
Mission

Most of the processing of disbursements of ADB-
funded projects is delegated by the CTLA to the 
Bangladesh Resident Mission (BRM) Disbursement 
Unit, which processes withdrawal applications 
received from the executing agency or the project 
management unit.

Figure 4: Key Players in Public financial management 

(Research Study)

2.8 Structure of Revenue & Expenditure of 
Public Finance in Bangladesh
The government of Bangladesh has different 
sources of raising revenue for carrying out the 
various government functions. Government 
revenue is money received by a government. It 
is an important mechanism of the fiscal policy 
of the government and is the opposite factor 
of government spending in a particular year. 
Government Revenue main Sources are divided 

into various types. These are Tax Revenue- 
revenue from various taxes, Non Tax Revenue- 
Revenue from interest, dividends, profits etc.as 
well as Capital Receipt – Loans, Borrowing etc.by 
Bangladesh Public Expenditure and Institutional 
Review (2010), World Bank.

Like other developing countries, Bangladesh 
underscores the importance of revenue 
generation to meet the country’s revenue needs 
and development expenditures with a view 
to accomplishing some economic and social 
objectives, such as a redistribution of income, 
price stabilization and discouraging harmful 
consumption. However, the revenue structure 
in Bangladesh is complex and centralized, and 
involves several agencies, departments and 
ministries. All the generated revenues are 
directed into one basket i.e. Account No 1 of the 
Bangladesh Bank, which then distributes them 
through annual budgetary allocation, projects, 
schemes, block grants etc. by Bangladesh Public 
Expenditure and Institutional Review (2010), 
World Bank. Broad Details of Revenue Receipt 
(Excluding Grants, Loan and Food Account 
Transactions).

Revenue Receipt

• Taxes on 
Income and 
Profit 

• Value Added 
Tax (VAT) 

• Import Duty 

• Export Duty 

• Supplementary 
Duty 

• Other Taxes 
and Duty

• Narcotics and 
Liquor Duty 

• Taxes on Vehicle 
(Ministry of 
Communication)

•  Land Revenue 
(Ministry of 
Land) 

• Stamp Duty 
(Non-Judicial) 
(Ministry 
of Law and 
Parliamentary 
Affair)

• Dividend and Profit 

• Interest Fine Penalties 
and Forfeiture 

• Receipts for services 
rendered 

• Rents, Lease and 
Recoveries

•  Toll and Levies

•  Non-commercial Sales 

• Defence Receipts 

• Others non-tax Revenue 
Receipts 

• Post Office

•  Capital Revenue

Tax Revenue 
(NBR Tax)

NON NBR 
Tax

NON-Tax Revenue

Figure:  5 Details of revenue receipt in Bangladesh 

by Bangladesh Public Expenditure and Institutional 

Review (2010), World Bank.

Public expenditure in Bangladesh involves the all 
the expenses which the public sector incurs for 
its maintenance, for the benefit of the economy, 
external bodies and for the country. Public 
expenditure in Bangladesh is usually categorized 
into recurrent and capital expenditure. Anyanfo 
(1996) found that a recurrent expenditure is 
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made frequently or regularly. In the context of 
government financial management, recurrent 
expenditure has an economic life span of less 
than one year. A capital expenditure has a life 
span of more than one year for the purpose of 
acquiring or improving on a fixed asset.

Table-1: Revenue collected by the 
government, recurrent and capital 

expenditure for the period  
2000-1 to 2018-19. (Taka in Crore)

Year Revenue
Recurrent 

Expenditure
Capital 

Expenditure
Total 

Expenditure

2018-19 339280 278847 185721 464573

2017-18 287990 250903 14936 400260

2016-17 242752 207817 132788 340605

2015-16 208443 182396 112704 295100

2014-15 182954 145524 104982 250506

2013-14 167459 126762 95729 222491

2012-13 139670 113133 78605 191738

2011-12 118385 100706 62883 163589

2010-11 92847 86092 46078 132170

2009-10 79461 77243 33059 110302

2008-9 69382 66756 28531 95287

2007-8 57301 52928 28475 77403

2007-6 52542 42286 28463 70749

2005-6 45722 38082 26554 64636

2004-5 41300 33208 23839 57047

2003-4 36171 28969 20300 49269

2002-3 33084 23972 19200 43172

2001-2 27239 22038 19000 41038

2000-1 24198 19633 17500 37133

Source: Ministry of Finance(Annual Budget data for the period 2000-
1 to 2018-19).

3. Materials and Methods of the 
Study

This study used ex-post factor research design 
for which data were collected mainly from the 
secondary sources particularly Revenue collected by 
the government, recurrent and capital expenditure 
from the Ministry of Finance (Annual Budget data for 
the period 2000-1 to 2018-19).The data generated 
for the study from the Ministry of Finance (Annual 
Budget data for the period 2000-1 to 2018-19).
were analysed using ordinary least square (multiple 
regression). Excel software helped us to transform 
the variables into a format suitable for analysis, after 
which the Econometric View (Eview) 10 version  
was utilized for data analysis. 

REE=α + βt REVt +Et………….(1)

CAE=α+ βt REVt +Et……………(2)

Where, REV is revenue, REEt is the recurrent 

expenditure and CAEt is the capital expenditure. 
α is the intercept of the regression and βt is the 
coefficients of the regression, while ε is the error 
term capturing other explanatory variables not 
explicitly included in the model.

Recurrent Expenditure

Revenue 
Collected 
from Govt.

Capital Expenditure

Accountability 
of responsible 

authority

Dependent 
Variable

Independent  
Variable

Figure: 6 presents the conceptual framework on public 

financial management and level of accountability of 

responsible public officers (Research Study)

4. Research Results and 
Interpretations

Table-2: Shows Descriptive Statistics amount 
in a crore

Revenue
Recurrent 

Expenditure
Capital 

Expenditure

Mean 278904.2 99857.63 63672.32

Median 79461.00 77243.00 33059.00

Maximum 3392280 278847.0 185721.0

Minimum 24198.00 19633.00 17500.00

Standard Deviation 758041.1 79983.87 51954.18

Skewness 3.935663 0.943778 0.956138

Kurtosis 16.69223 2.754203 2.698032

Jarques Bera 197.4693 2.868430 2.967157

Probability 0.000000 0.238302 .226825

Observation 19 19 19

On the mentionable table  shows the descriptive 
statistics for revenue, recurrent expenditure and 
capital expenditure for the period 2018-19 to 2000-
1. The revenue, recurrent and capital expenditure 
showed a mean of (278904.2, 99857.63 & 63672.32), 
standard deviation of 758041.1, 79983.87 and 
51954.18 for revenue, recurrent expenditure and 
capital expenditure, the skewness and kurtosis of 
(3.935663, 0.943778 & 0.956138) and (16.69223, 
2.754203 and 2.698032).

The descriptive statistics shows that the minimum 
revenue made by the  government amounted too 
24198.00 crore, but this amount does not reflect 
on the life of the average people of the country. The 
faces of an average citizen of Bangladeshi on the  
eight division other major cities in the country is that 
of abject poverty, unemployment, lack of standard 
infrastructures etc. This is because of the complete 
absence of accountability and transparency in the 
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effective and efficient management of public funds 
by public office holders all over the country.

4.1 Regression Analysis

 Table-3: Result of Regression Analysis
Dependent Variable: REE
Method: Least Squares
Date:05/24/19
Sample:2001-19
Included observations:19

Variable Coefficient Std. Error t-Statistic P-value

Constant 81437.72 15742.33 5.173167 0.0001

REV 0.066044 0.019958 3.309162 0.0041

R-squared 0.561783 Mean dependent var. 99857.63

Adjusted R squared 0.551686 S.D dependent var. 79983.87

S.E of regression 64186.47 F-statistic 10.95055

Sum Squared resid. 7.00E+10 Prob.(F-statistic) 0.004147

Log likelihood -236.2246 Akaike info criterion 25.07627

Durbin Watson Stat .513963 Schwarz criterion 25.09310

Source: E-View program output

The table above show that there is a significant 
relationship between recurrent expenditure 
and government revenue because the p-value 
of 0.0041 is less than the critical value of 0.05 
and the R2 shows that about 56% variations in 
revenue is explained by recurrent expenditure. 
This result has shown that most of revenue 
derived by government is spent on the 
payment of Officers' pay, Staff's pay, Allowances, 
Administrative Expenses, Domestic training, 
Employment-related social benefits in cash, Social 
assistance benefits in cash, Interest on national 
savings, Primary production subsidy are the 
notable sectors. This is why most of the budget in 
Bangladeshi is purely on recurrent expenditure.

Table-4: Result of Regression Analysis

Dependent Variable: CAE
Method: Least Squares
Date:05/24/19
Sample:2001-19
Included observations:19

Variable Coefficient Std. Error t-Statistic P-value

Constant 51233.43 9955.847 5.146064 0.0001

REV 0.044599 0.012622 3.533482 0.0026

R-squared 0.423445 Mean dependent var. 63672.32

Adjusted R squared 0.419530 S.D dependent var. 51954.18

S.E of regression 40593.13 F-statistic 12.48549

Variable Coefficient Std. Error t-Statistic P-value

Sum Squared resid. 2.80E+10 Prob.(F-statistic) 0.002552

Log likelihood -227.5189 Akaike info criterion 24.15989

Durbin Watson Stat ..429625 Schwarz criterion 25.09310

Source: E-View program output

On the mentionable table shows that there 
is a significant relationship between capital 
expenditure and revenue of the government in 
Bangladesh because the p-value of 0.0001 is less 
than the critical value of 0.05 and the R2 of about 
42% variation in revenue is explained by capital 
expenditure. This also shows that the budget is 
Bangladesh is less concerned with the provision 
of basic infrastructures for the long run growth of 
Bangladesh. This is why there is complete absence 
of sustainable roads, better quality hospitals, water 
supply, electricity etc in the country because the 
Bangladeshi budget and expenditure framework 
is recurrent expenditure driven.

4.2 Augmented Dickey Fuller (ADF) test
Table-5: Augmented Dickey Fuller (ADF) 

test result:

t-Statistic Prob.

The Augmented Dickey Fuller (ADF) test -46.65846 0.000

Teat Critical Values:1% Level
5% Level
10% Level

-3.857386
-3.040391
-2.660551

*MacKinnon critical values for rejection of hypothesis of a 
unit root.

Source: E-view program output

The Augmented Dickey Fuller (ADF) test shows 
a value of -46.65846 is less than 5% critical value 
of -3.040391 that is (46.65846< -3.040391) gives 
stationarity at the first difference.

5. Concluding Remarks& Way 
Forward

Accountability will enhance development program 
to improve the day to day operations in the public 
sectors. Better public financial management and 
accountability are the key indicators for achieving 
sustainable economic development of Bangladesh. 
In recent years, the debate on better utilization of 
public finance for ensuring public accountability has 
tended to focus on fiscal sustainability though with a 
primary emphasize still on deficit and debt figure of 
our national budget. There are several mechanisms 
through which accountability is enforced in public 
financial management. This study addresses Ten 
Key Methods to Improve Public Financial 
Accountability.
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Abstract
The purpose of this article is to identify the major taxation challenges for Bangladesh. It is observed that 
Bangladesh, being the member of developing country club, is making progress in mobilizing internal resources, 
but it has some areas for further improvements. Bangladesh has graduated to the middle income earner 
country, therefore, it is now on its own in terms of collecting the revenue to finance development projects 
for providing public goods. Findings suggest increasing capacity of tax administrations and taking effective 
initiatives to reform the taxation system in an environment where taxation reforms are not politically 
influenced.

Key Words : Taxation, Challenges, Tax Administration, Tax Policy, Reform, Bangladesh.

Part-I : Introduction
Taxation remains vital to fund the public goods and for the growth of the economy of a country. Taxation is 
the main source of government revenue. Taxation is also important to shape the relationship between the 
state and the citizens (Carnahan, 2015).  It is even argued by some that the state taxpayer relationship is a 
fiduciary one (Ahmed, 2016).While developed countries have been able to mobilize much needed revenue 
for the welfare of the citizens and spend for development works, developing countries like Bangladesh are 
not making remarkable progress in the field. Besley and Persson (2013) state, “In the process of development, 
states not only increase the levels of taxation, but also undergo pronounced changes in patterns of taxation, 
with increasing emphasis on broader tax bases, i.e., with fewer exemptions. Some taxes — notably trade taxes 
— tend to diminish in importance. Thus, in the developed world taxes on income and value added do the 
heavy lifting in raising sufficient revenue to support the productive and redistributive functions of the state.”

 It is observed that revenue collection have been growing in most of the low- and lower-middle-income 
countries over the last decade, both in absolute figures and as a percentage of the GDP. But the growth 
remains inadequate to meet up the financing needs of the SDGs, estimated at USD 2.5 trillion per year for 
developing countries alone, according to UNCTAD figures. Moreover, developing countries must face the 
decline of financial flows from international public and private sources by 12 % between 2013 and 2016 
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(OECD, 2018). It is further noted that overall tax-to-GDP ratios have not changed remarkably on average 
since the early 1980s (Oliver, 2013). Bangladesh is no exception. Under the circumstances it is imperative 
that Bangladesh makes substantial progress in mobilizing internal resources to meet the challenges of SDGs. 
However, as a developing country Bangladesh faces some challenges to overcome to achieve its revenue goals 
by successfully mobilizing internal resources. The purpose of this article is to identify the revenue challenges 
for Bangladesh and analyse the same with a view to shedding some lights on them. The article is arranged 
as follows. Part I gives an introduction. Part II deals with the issue of the necessity of revenue to augment 
economic development to achieve the SDGs. Part III discuss the challenges that Bangladesh faces in collecting 
internal revenue. Part IV highlights some recent initiative of the Bangladesh tax administration towards 
reforming the system. Part V makes some concluding remarks.

Part-II : Necessity of Tax Revenue to Augment Economic Development
Though taxation might not be the only factor that contributes to the economic development of a country, 
there should not be any gainsay that taxation has immense impact on that. In the wake of the Second World 
Waras more state participation in the state economy is demanded, governments had to increase public 
expenditure and go for the concept of welfare state (Dom and Miller, 2018). There are several theories that 
discuss the relationship between economic growth and taxation though no theory is conclusive. It is observed 
that tax revenue as a proportion of GDP has risen remarkably in the developed countries in course of time, 
but the level of growth shows a stable condition. The conclusion of this finding is that economic growth is 
not effected by taxation (Myles, 2000). Empirical studies regarding the relationship between taxation and 
development or economic growth provide mixed results. But for the government there is hardly any avenue 
rather than taxation to fund public goods and pay for development works. The truth becomes obvious when 
one looks at the tax to GDP ratio of the developed countries. The tax to GDP ratio of some developed and 
OECD countries are mentioned below for an easy grasp of the issue.

Table : Summary of key tax revenue as % of GDP ratios in the OECD

Countries 2000 2015 2016 2017

Average 33.8 33.7 34.0 34.2

Australia 30.5 27.9 27.8 -

Austria 42.3 43.1 42.2 41.8

Belgium 43.5 44.8 44.1 44.6

Canada 34.8 32.7 32.7 32.2

Chile 18.8 20.4 20.2 20.2

Czech Republic 32.4 33.3 34.2 34.9

Denmark 46.9 46.1 46.2 46.0

Estonia 31.1 33.3 33.7 33.0

Finland 45.8 43.9 44.0 43.3

France 43.4 45.3 45.5 46.2

Germany 36.2 37.0 37.4 37.5

Greece 33.4 36.6 38.8 39.4

Hungary 38.5 38.7 39.2 37.7

Iceland 36.3 36.3 51.6 37.7
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Ireland 30.8 23.1 23.3 22.8

Israel 34.9 31.3 31.3 32.7

Italy 40.6 43.1 42.6 42.4

Japan 25.8 30.6 30.6 -

Korea 21.5 25.2 26.2 26.9

Latvia 29.1 29.2 30.4 30.4

Lithuania 30.8 28.9 29.8 29.8

Luxembourg 36.9 37.1 38.1 38.7

Mexico 11.5 15.9 16.6 16.2

Netherlands 36.9 37.0 38.4 38.8

New Zealand 32.5 31.6 31.6 32.0

Norway 41.9 38.4 38.7 38.2

Poland 32.9 32.4 33.4 33.9

Portugal 31.1 34.4 34.3 34.7

Slovak Republic 33.6 32.2 32.4 32.9

Slovenia 36.6 36.4 36.5 36.0

Spain 33.2 33.6 33.2 33.7

Sweden 49.0 43.1 44.0 44.0

Switzerland 27.6 27.6 27.8 28.5

Turkey 23.6 25.1 25.3 24.9

United Kingdom 32.9 32.2 32.7 33.3

United States 28.2 26.2 25.9 27.1 

Source : Data from OECD Revenue Statistics 2018 

The tax to GDP ratio in the developed countries speaks for the fact that taxation is sine qua non for 
development. The developing countries very often struggle to finance the public goods and development 
works because of the lack of finance. Taxation, no doubt, provides the main source of finance. The tax to GDP 
ratio in developing countries remain low. That means the developing countries cannot mobilize enough internal 
resource to spend for the public goods. The OECD states, ‘Increased domestic resource mobilisation is widely 
accepted as crucial for countries to successfully meet the challenges of development and achieve higher 
living standards for their people. Additional tax revenues enable governments to simultaneously strengthen 
infrastructure development, enhance the quality of education and promote social cohesion.’ Regarding the 
internal resource mobilization in developing countries, particularly in Asian countries, the OECD (2017) states, 
‘Tax-to-GDP ratios continue to vary widely across Asian countries. While some countries have experienced 
a decline in tax revenues in recent years, tax-to-GDP ratios have increased in most countries since 2000. In 
spite of these increases, further efforts are needed to increase tax revenues in developing countries in the 
region to support domestic resource mobilisation.’ However, for the economic development of a country 
tax to GDP ratio should touch the minimum threshold. According to the IMF the threshold should be around 
15% marks. Smith (2018) states, ‘Both the IMF and OECD clearly believe that the tax-to-GDP ratio matters. It 
is a straightforward measurement, perhaps crude as a result, but it can give a clear indication of the direction 
of travel of tax policy and administration in any given country, which can then be used to measure against 

15 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-04, JULY-AUGUST 2019



economic growth and development.’ It is observed 
that tax to GDP ratio in developed OECD countries 
is much higher than the developing countries although 
there is difference among the OECD countries 
regarding tax to GDP ratio. But the developing 
countries, though experiencing some improvement, 
have to work hard to achieve the expected level of 
tax to GDP ratio. While the developed countries 
collect tax around 40 percent or more revenue 
the developing countries typically collect taxes of 
between 10-20 percent of GDP.OECD (2017) noted 
that in spite of the increase in tax to GDP ratio in 
the developing countries, particularly the Asian 
countries, further efforts are imperative to augment 
tax revenue in developing countries to pave the way 
for internal resource mobilization that will provide 
for further expenditure in areas like infrastructure, 
health and education. Increase in the tax GDP ratio 
speaks for the ability of the countries in collecting 
much needed tax revenue and to spend the same 
for development works. Chris Morgan, KPMG’s 
global head of tax policy states, ‘Research by the 
IMF shows that once a tax-GDP ratio gets above 
around the 15% threshold, this creates a platform 
for investment. It means there is sufficient revenue 
collected in order to invest in infrastructure and 
education, for example, and this can have a massive 
effect on an economy.’ While developing countries 
are constantly trying to increase the collection of 
tax revenue, they are facing multiple problems in 
their efforts to raise revenue. The recent growing 
concern is the insufficient international tax policy. 
Because of the gaps in the international taxation 
rules, the Multinational Corporations (MNCs) are 
avoiding huge amount of revenue while their income 
are sourced in the capital importing i.e., developing 
countries. It is estimated that because of the 
insufficient international tax policies the developing 
countries lose at least $100bn a year (Rolling, 2018).

Part-III : Challenges for Bangladesh 
in Mobilizing Internal Revenue 
Being a developing country Bangladesh tax 
administration faces formidable challenges in 
mobilizing internal resources in terms of tax 
revenue. Mahmood (2019) states, ‘The mobilisation 
of domestic resources still remains a key challenge 
for Bangladesh to achieve its economic and social 
objectives.’ The challenges and problems of mobilizing 

internal resources are multiple. The revenue 
collection is still dominated by indirect taxes while 
direct tax plays the vital role in developed countries. 
Be that as it may, the current revenue challenges for 
Bangladesh are briefly discussed below:

1. Narrow Tax Base
 It is observed earlier that tax to GDP ratio in 

developing countries is much lower than in 
developed countries. The Ramphal Institute 
notes, ‘In many developing nations, both within 
and outside the Commonwealth, a small and 
under-developed tax base represents a major 
obstacle to the progression of both access to 
and quality of services for citizens. The wealthiest 
members of national populations, who make 
up a small proportion of the total population, 
often avoid paying what can be seen as their fair 
share of tax, denying governments much needed 
revenue. Conversely a much larger proportion 
of the population work in the informal economy, 
outside the remit of regulatory structures, they 
receive no formal protection and are not taxed 
for their work.’ Bangladesh has a very narrow 
tax base. The tax to GDP ratio was 11.17 per 
cent in 2016-17 and that remains one of the 
lowest in the world. The tax administration in 
Bangladesh is characterised by the dominance 
of large informal sector that contributes to the 
poor tax base of the country.The rate of informal 
economy in Bangladesh stood at 27.60% in 2015 
(Medina and Schneider, 2018). Agriculture sector 
virtually remains outside the tax net. Tackling 
informal economy is very difficult on the part of 
the tax administrations of developing countries. 
Very often tax administrations of developing 
countries are considered poor and inefficient 
for numerous reasons. Alm et al (1991) state, 
‘It is widely believed that the tax base in most 
developing countries has been severely eroded 
by legal tax avoidance and illegal tax evasion, 
brought about largely by poor tax administration.’ 
Although the tax administrations of the 
developing countries are branded as inefficient, 
of late Bangladesh tax administration has made 
remarkable progress in terms of collecting the 
revenue against the revenue collection target 
as set by the government. Reform programs are 
ongoing with a number of projects on direct and 
indirect taxes. It is expected that Bangladesh tax 
administration can build up its capacity to deal, 
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inter alia, with the challenge of informal economy 
by enlarging the tax base. It is suggested that it is 
possible to expand the tax base by encouraging 
the formal sector.Auriol and Warlters (2004) 
suggest, ‘[B]y creating a special status for small 
entrepreneurs (e.g., without limited liability) 
associated with discounted entry fees and some 
benefits (for example, easier access to micro-
credit or to electricity connection) governments 
of poor countries may increase their taxation 
bases.’ Bangladesh can think of such measures 
that would help expanding the tax base.

2. Taxing Digital Economy
 The world economy is experiencing fast 

track digitalization. Developing countries like 
Bangladesh is not an exception. Like many other 
developing countries Bangladesh is putting 
emphasis on the digital economy. Gradually 
Bangladesh is becoming a global market for digital 
outsourcing (Zaman, 2019). According to OECD 
(2015), ‘The digital economy if the result of a 
transformative process brought by information 
and communication technology (ICT), which has 
made technology cheaper, more powerful and 
widely standardised, improving business processes 
and bolstering innovation across all sectors of the 
economy. ‘The digital economy poses a broader 
challenge for the policy makers in that it relates 
to nexus, data and characterisation for direct 
tax purposes. It poses another major challenge 
of implementing Value Added Tax (VAT) covering 
the transactions where goods, services and 
intangibles are acquired by private consumers 
from offshore suppliers (OECD, 2015).According 
to BEPS action 1 the digital economy involves the 
issue of unparalleled reliance on intangibles, the 
massive use of data, the use of multi-sided business 
models acquiring values from externalities 
created by free products and difficulty to identify 
jurisdictions where the income is sourced. 
These issues poses a formidable challenge for 
the tax administrations of Bangladesh. It is to 
be mentioned here that recently Bangladesh 
enacted legal provisions to tax digital economy. 
For example Ride-sharing services such as Uber, 
Pathao, Sohoz are operating in the major cities 
of Bangladesh, particularly Dhaka and Chittagong. 
The US-based Uber Technologies Inc. launched 
their ride sharing service in Dhaka in 2016. 
Number of users of Uber increased to 200,000 in 

Dhaka in November 2017, within one year of its 
launch (Dhaka Tribune, June 7, 2018). Like other 
countries, the tax authority of Bangladesh also 
has started to consider the tax potential of the 
online sectors. In June 2018, the National Board of 
Revenue (NBR) has introduced a 5 percent value 
added tax (VAT) on ride-sharing service providers. 
Finance Act 2018 introduced the provision for tax 
to be deducted at source under Section 52AA of 
the Income Tax Ordinance, 1984, on apps-based 
ride sharing services at the rate of 3%-4% based 
on the base amount, by the ride sharing service 
provider. Although Bangladesh is making gradual 
progress in terms of its capacity building, but to 
tackle the serious issue like taxation of digital 
economy will take time. It is expected that with 
international cooperation Bangladesh will be able 
to build requisite capacity to tackle the problems 
arising from digital economy taxation.

3. MNCs Tax Avoidance and International Tax 
Rules

 Another big challenge for Bangladesh tax 
administration is to combat the problem of 
tax avoidance and evasion by the Multinational 
Corporations (MNCs) operating in Bangladesh. 
The problem of tax avoidance by MNCs is a 
problem sans frontier. The MNCs exploit the 
loopholes of the international taxation rules and 
avoid huge amount of tax revenue to the detriment 
of the capacity of the states to provide for public 
goods. For example, in 2009-2013, Amazon, 
Google and Starbucks paid a combined total of 
only £57.7 million despite revenues of nearly 
£32 billion over the same period. Only 0.18% of 
revenues were paid in corporation tax (Connell, 
2014). It is estimated that global revenue losses 
due to tax avoidance by corporations could be 
up to $600 billion each year with approximately 
$400 billion in developed countries (Sikka, 2018). 
One of the means of tax avoidance by the MNCs 
is the transfer pricing. Transfer pricing refers 
to non-arm’s length international transactions 
between associated enterprises. This has the 
effect of negatively impacting the revenue base. 
This affects much the developing countries. 
For example, approximately $100 billion of tax 
revenue lost by developing countries annually 
because of transfer pricing activities from 2002 
to 2006(Hollingshead, 2010). Report on transfer 
pricing by the MNCs reveal that during 2008 
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to 2012 income tax year the Indian income tax 
authority made transfer pricing adjustment to 
the tune of $15.42bn. Glaxo Smyth Kline paid 
$3.4 billion to the IRS due to transfer pricing 
adjustment since 1989 (Hilzenrath, 2006). In 2012 
the Hungarian tax department unearthed 160 
million Euros from transfer pricing adjustments. 
In2013Vietnamese tax administration made 
a transfer pricing adjustment at an amount 
of $110m. In 2011-2012 the Colombian tax 
administration collected 9.13 million US dollar as 
a result of transfer pricing adjustment (Loeprick, 
2015). So it is quite understandable to what extent 
revenue is avoided by the MNCs due to transfer 
pricing activities. Though no data is available, it can 
be anticipated that Bangladesh is also losing huge 
amount of revenue due to transfer pricing by the 
two hindered MNCs operating in Bangladesh. 
Keeping in mind the gravity of the problem, 
Bangladesh enacted transfer pricing law in 2012 
with effect from tax year 2014. The TP rules in 
Bangladesh have been framed like the OECD and 
the UN TP guidelines. The transfer pricing law 
in Bangladesh, inter alia, made rules to conduct 
transfer pricing audit after the MNCs submit 
statement if international transactions. But the 
fact remains that Bangladesh has not yet been 
able to go for audit due to lack of capacity and 
logistics.  In the meantime the OECD is imparting 
training to the officers of the tax department to 
build the capacity. The National Board of Revenue 
(NBR) set up a separate transfer pricing cell to 
deal with the transfer pricing cases. The Finance 
ACT 2019 made the provision of a new return 
for the companies that contains separate column 
requiring to furnish statement of international 
transactions along with the return. It is hope 
d that the new provision will help auditing the 
transfer pricing cases in a more effective way.

4. Poor Third Party Tax Information Reporting 
System

 Third party information reporting (TPIR) is a 
tax enforcement tool that is widely used by the 
tax administrations around the world. OECD 
(2009) states, ‘Information reporting obligations 
‘refer to a legislated requirement on the payers 
of income to report periodically to the revenue 
body relevant information (e.g. name and 
identification number of payee and amount and 
date of payment), either as an integral component 

of a withholding regime or as a separate stand-
alone requirement in relation to a prescribed 
category of payments. Such reports, where they 
are systematically matched with tax records, 
enable the revenue body to verify the amount of 
income reported by taxpayers in their returns, 
to identify potential discrepancies, and to identify 
non-filers.’ According to Brooks (2001) TPIR is 
the most effective way to ensure tax compliance. 
Under this system third party payers are required 
to send the information of the payments to the 
tax authority. The tax authority then matches the 
data with that of submitted by the taxpayers. This 
system makes the income visible and discourages 
non-compliance. Alm et al (2004) finds that 
taxpayers who earn relatively more non-
matched income are less compliant compared to 
individuals who earn relatively less non-matched 
income. Tax information reporting provides 
valuable information about the taxpayers’ income 
that is being used by the tax authorities to ensure 
voluntary compliance. It is observed that in the 
IRS taxpayers with income subject to information 
reporting are more compliant than the income 
not subject to reporting system. For example 
income subject to 100 % reporting system 
shows 99% compliance rate while income that 
is not subject to reporting system shows 37% 
compliance rate (Lederman and Dugan, 2019).  
Currently Bangladesh income tax law contains 
legal provision regarding information reporting. 
Section 75B of the Income Tax Ordinance 1984 
states, ‘Government may, by notification in the 
official gazette, require any person or group of 
persons responsible for registering or maintaining 
books of account or other documents containing 
a record of any specified financial transaction, 
under any law for the time being in force, 
to furnish an Annual Information Return, in 
respect of such specified financial transaction. 
The Annual Information Return referred to in 
sub-section (1) shall be furnished to the Board 
or any other income tax authority or agency, in 
such form, manner and within such time as may 
be prescribed.’ The present information regime 
is narrow in scope and the NBR retains the 
discretion to decide whether return should be 
sent to it or not. The tax administration should 
craft a comprehensive tax information regime 
so that voluntary compliance can be ensured by 
encouraging formal economy in the country. This 
remains a challenge for Bangladesh. 
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5. Poor Tax Culture
 To ensure sustainable development of a country 

tax culture is vital (UNDP, 2008). Tax culture 
reflects the taxpaying mentality or compliance 
mentality of taxpayers of a country. Tax culture 
is country specific and it is developed over the 
years in a gives society and becomes blended 
with the customs and habits of the people of the 
society. It is a phenomena. Nerre (2001) defines 
tax culture as follows:

 A country-specific tax culture is the entirety 
of all relevant formal and informal institutions 
connected with the national tax system and 
its practical execution, which are historically 
embedded within the country’s culture, including 
the dependencies and ties caused by their ongoing 
interaction.

 Poor tax compliance reflects a poor tax culture. 
It is observed that developing countries like 
Bangladesh face a formidable challenge to 
improve revenue collection in an efficient, fair 
and consensual way. One of the factors of such 
challenge is poor tax culture (IMF et al 2011). 
Poor tax compliance indicates poor tax culture. In 
Bangladesh tax culture is considered as the regular 
payment of tax. This becomes evident when the 
Prime Minister of Bangladesh  Sheikh Hasina, on 
the eve of the national tax day in 2010, called the 
people of Bangladesh to develop a tax culture by 
paying taxes regularly, which is a precondition for 
economic and social development (The Daily Star, 
2010).Bangladesh’s poor income tax compliance 
indicates the country’s insufficient tax culture. 
The picture becomes clear when one looks 
into the statistics of return and tax payments. 
At present, 3.1 million people hold Taxpayer’s 
Identification Numbers (TIN) and of them, 1.6-
1.7 million submit tax returns. It is estimated that 
there are at least, eight million taxable people in 
the country (Dhaka Tribune 2017). Neighbouring 
country India has 95 million taxpayers (Mishra 
& Prasad 2018). Tax ratio to Gross Domestic 
Product (GDP) in Bangladesh is 11.17% which is 
one of the lowest in the region. So lack of tax 
culture poses a formidable challenge for the 
tax administration of Bangladesh. Under the 
circumstances it is imperative that Bangladesh 
takes initiative to improve tax culture by inciting 
patriotism among the citizens, by removing 

knowledge gap, removing tax law complexities, 
removing corruption, encouraging formal 
economy and by strengthening the enforcement 
measures of the tax laws. 

Part-IV : Recent Initiatives of 
Bangladesh Tax Administration
Recently Bangladesh has graduated to the rank 
of middle income earner country club. Under the 
circumstances foreign aids are no more available 
for Bangladesh. Bangladesh is now on its own. 
There is no other alternative for Bangladesh 
than to strengthen the process of mobilizing 
internal resources. Bangladesh has to go a long 
way in terms of revenue collection to achieve the 
sustainable development goals (SDGs). Though tax 
administration in Bangladesh has not been able 
to expand the tax base to a remarkable extent, it 
has not stopped in its endeavour. Bangladesh took 
some important initiatives to augment the revenue 
collection and increase the tax to GDP ratio to the 
expected level. Following is a brief account of some 
of the initiatives taken by the NBR to reform the 
taxation system:

1. Introduction of New VAT Law
 Introduced in France for the first time, Value 

Added Tax (VAT) was introduced in Bangladesh 
in place of Sales Tax in 1991. The purposes of the 
introduction of the new VAT were to replace 
the old age sales tax, mobilize more internal 
revenue, to introduce a single flat rate covering 
a wide range of goods and services production, 
and ensure equity by bringing transparency 
and accountability in the taxation system of 
Bangladesh (Lalarukh and Chowdhury, 2013). 
However, because of some inherent defects it its 
application, the old VAT Act has been replaced 
by the VAT Act of 2012 which came into effect 
from 1 July 2019. It is expected that the new VAT 
Act would be able to collect more VAT than its 
predecessor did.

2. The New Direct Code
 The NBR has taken an initiative to modernize the 

direct tax laws by adopting the new direct tax 
code. Income tax was imposed under the Income 
Tax Act 1922 and the Act continued up to 1984. 
The 1922 Act was very complicated. So to simplify 
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the income tax law Government of Bangladesh 
set up a commission to prepare a report on 
income tax law. At the suggestions of the inquiry 
commission the Income Tax Ordinance 1984 
was enacted.  The Act is still in operation. On 
the other hand Gift Tax Act 1990 is in operation 
to impose gift tax on the property gifted. Travel 
tax is also collected from the passengers who 
travel abroad. The Income Tax Ordinance 1984 is 
also considered complicated. So to remove the 
complicacies and make the income tax law at per 
with the international best practice, the NBR is 
currently working on the introduction of a new 
income tax law. At the same time to make user 
friendly the gift tax act and the travel tax act all 
will be included within the new income tax law 
known as the Direct Tax Code. It is expected that 
the new Code will be implemented soon.

3. Expansion of Income Tax Department
 In 1992 the income tax department saw the first 

expansion. Some new taxes zones were created 
and post of the required officers and human 
resources were created. The first ever expansion 
of the income tax department was a success in 
terms of mobilizing direct taxes in the country. 
After that in 2003 Large Taxpayers Unit (LTU) was 
set up to provide services to the large taxpayers 
who pay most of the income tax in a year. The 
government has designated the Large Taxpayers 
Unit as the pilot zone for the implementation 
of the reform in direct tax. The establishment of 
the LTU is considered as a success in ensuring 
taxpayer friendly environment, facilitate smooth 
one stop taxpayer service, reducing compliance 
cost and building a relationship of trust and 
confidence between the taxpayer and  the  
department among others. Besides the LTU 
Income Tax, VAT LTU has been in operation 
in Bangladesh that collects VAT from big 170 
business organisations. However, in 2012 there 
was an expansion programme of the income tax 
department in which some new taxes zones were 
created, new posts of officers and other human 
resources were created. The expansion has been 
a success. The purpose of the expansion was 
achieved evidenced by the contribution of the 
income tax to the exchequer. A new expansion 
programmes is underway. To keep pace with the 
growing economy and to expand the tax base 
at the base level of the geographical locations 

of Bangladesh the government of Bangladesh 
has decided to go for another expansion of the 
income tax department. At the same time the 
same expansion programme is underway in the 
indirect tax administrations of the NBR.

4. Alternative Dispute Resolution System
 The Finance Act, 2011 has incorporated ADR 

provisions for dispute resolution in income tax, 
VAT and customs.  By ADR mechanism, the NBR 
and taxpayers can settle their differences with the 
help and guidance of an umpire called facilitator.   
In the field of income tax the Finance Act 2011 
inserted a new chapter XVIIIB alternative 
dispute resolution. Section 152A to 152S deal 
with the detailed provisions of alternative 
dispute resolution between the taxpayer and 
the department. The ADR system is successfully 
running in the direct tax administrations.

5. BITAX Project
 The BITEX project is an ongoing project in the 

field of direct taxes set up to facilitate on line 
return submission by the taxpayers. Provision is 
also there to make offline entries of the returns 
submitted manually.

6. Reforms in the Customs Administration 
 To collect customs duty, the Customs Act 1969 

is now in operation in Bangladesh. In order to 
accommodate the trade facilitation provisions 
of the WCO Revised KYOTO Convention and 
the WTO Trade Facilitation Agreement, the NBR 
has undertaken a task to amend its existing 
Customs Act. Accordingly, a new Customs Act 
in Bangladesh will be enacted soon. The new 
Customs Act will be a major reform in the field of 
customs administration. The new act will improve 
the customs regime through automation. The new 
law would facilitate the traders for submission 
of electronic declarations for exports and 
imports, electronic submission of advance cargo 
declarations for imports and introduce green 
channel for honest traders.  Besides currently 
customs departments are running some customs 
modernization projects with the help of the 
World Bank group. 

Part-V: Conclusion
Bangladesh, being a developing country faces some 
daunting challenges in mobilizing internal revenue. 
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With a poor tax net and lowest tax to GDP ratio 
Bangladesh is walking ahead to achieve the SDGs 
through collection of much needed tax revenue. 
Although infested by some intimidating problems 
Bangladesh has registered significant growth of 
economy and the collection of tax revenue from 
direct and indirect revenue sources. Mahmood 
(2019) states, ‘Despite the inherent weaknesses 
in the taxation system, it also delivers reasonably 
predictable tax revenue which provides a certain 
degree of certainty to the government. At the same 
time, it serves the interests of all powerful interest 
groups in the country. The tensions over sharing the 
rent is usually mitigated by bargains based on the 
distribution of power among the parties involved.’ 
The taxation challenges discussed in the article are 
not peculiar to Bangladesh. They are the common 
traits of the tax administration of any developing 
country. The present revenue administration is very 
much aware of the problems that impede revenue 
collection. The government is sincere to solve the 
problems. It is expected that the NBR would take 
necessary initiative to make some necessary reforms 
in the field of domestic and international taxation 
rules with a view to combatting the problem of tax 
evasion and avoidance in the country.  

References
1. OECD, (2009).Withholding & Information Reporting Regimes for Small/

Medium-sized Businesses & Self-employed Taxpayers. Centre for Tax Policy 

and Administration. 

2. OECD, (2014).Rising Tax Revenues: A key to economic development in 

emerging Asian countries. OECD Publishing.

3. OECD. (2015). Addressing the Tax Challenges of the Digital Economy. 

OECD Publishing.

4. OECD, (2017).Falls in tax revenue weaken domestic resource mobilisation 

in developing Asia. OECD Publishing.

5. OECD, (2018). Revenue Statistics 2018 Tax revenue trends in the OECD.

OECD Publishing.

6. Zaman, A., (2019). How the digital economy is shaping a new Bangladesh. 

[online] World Economic Forum. Available at: https://www.weforum.org/

agenda/2019/06/how-the-digital-economy-is-shaping-a-new-bangladesh 

[Accessed 15 Aug. 2019].

7. Alm, J., Bahl, R., W. and Murray, M., N., (1991). Tax Base Erosion in Developing 

Countries.Economic Development and Cultural Change, 39(4).

8. Alm, J., Deskins, J., A. and McKee, M.,(2006). Third-Party Income Reporting 

and Income Tax Compliance. Andrew Young School of Policy Studies 

Research Paper Series No. 06-35. Available at: https://papers.ssrn.com/sol3/

papers.cfm?abstract_id=895344 [Accessed 3 August, 2019].

9. Auriol, E., and Warlters, M., (2004). Taxation Base in Developing Countries. 

Available at: https://core.ac.uk/download/pdf/6489554.pdf [Accessed 14 

Aug. 2019].

10. Besley, T., and Persson, T., (2013).Taxation and Development. Available 

at:http://econ.lse.ac.uk/staff/tbesley/papers/TaxationAndDevelopment.pdf 

[Accessed 29 Jul. 2019].

11. Carnahan, M., (2015). Taxation Challenges in Developing Countries. Asia & 

the Pacific Policy Studies, 2(1). 

12. Connell, P., (2014). Ending the Free Ride Making multinationals pay their 

way. Civitas: Institute for the Study of Civil Society. Available at: https://

www.civitas.org.uk/content/files/EndingtheFreeRide.pdf[Accessed 12 Jun. 

2016].

13. Dom, R., and Miller, M., (2018).Reforming tax systems in the developing 

world: What can we learn from the past?.Overseas Development 

Institute. Available at: https://www.odi.org/sites/odi.org.uk/files/resource-

documents/12280.pdf [Accessed 29 Jul. 2019].

14. Hilzenrath, D., S., (2006). Glaxo to Pay IRS $3.4 Billion Tax Settlement Is 

Biggest in Agency's History. [online] The Washington Post. Available at: 

https://www.washingtonpost.com/archive/business/2006/09/12/glaxo-to-

pay-irs-34-billion-span-classbankheadtax-settlement-is-biggest-in-agencys-

historyspan/3ba2a197-f5a4-46f8-8356-4227814f7920[Accessed 3 Aug. 

2019].

15. Hollingshead, A. (2010). The Implied Tax Revenue Loss from Trade 

Mispricing. Global Financial Integrity. Available at:https://gfintegrity.org/

report/the-implied-tax-revenue-loss-from-trade-mispricing [Accessed 12 

Aug. 2019].

16. IMF (2016).Enhancing the Effectiveness of External Support in Building Tax 

Capacity in Developing Countries. Available at: http://pubdocs.worldbank.

org/en/858011469113510187/Enhancing-the-Effectiveness-of-External-

Support-in-Building-Tax-Capacity.pdf [Accessed 29 Jul. 2019].

17. Lalarukh, F., and Chowdhury, M.,S., (2013). Contribution of VAT to the GDP 

of Bangladesh: A Trend Study. Journal of Business Studies Vol. XXXIV (2).

18. Lederman, L., and Dugan, J., (2019).Information Matters in Tax Enforcement. 

Indiana University.

19. Loeprick,J., (2015). Ensuring a Sound Tax Base in Developing Countries. 

World Bank Group. Available at:http://effectivecooperation.org/wp-

content/uploads/2015/07/Jan-Loeprick-World-Bank-Program-Experience.

pdf [Accessed 3 Aug. 2019].

20. Mahmood, M., (2018). The tax regime in Bangladesh: Issues in expanding the 

tax base. The Financial Express. Available at:https://thefinancialexpress.com.

bd/views/views/the-tax-regime-in-bangladesh-issues-in-expanding-the-tax-

base-1526745339 [Accessed 2 Aug. 2019].

21. Medina, L., and Schneider, F., (2018). Shadow Economies Around the World: 

What Did We Learn Over the Last 20 Years?. IMF Working Paper. Available 

at: https://www.imf.org/~/media/Files/Publications/WP/2018/wp1817.ashx 

[Accessed 15 Aug. 2019].

22. Myles, G., D., (2000). Taxation and Economic Growth. Fiscal Studies. 

Available at: https://www.ifs.org.uk/fs/articles/0105a.pdf [Accessed 15 Aug. 

2019].

23. Morrissey, O., (2013). Tax Performance in Low Income Countries. Taxation 

and Developing Countries. Available at: https://www.odi.org/sites/odi.org.

uk/files/odi-assets/events-documents/5045.pdf [Accessed 29 Jul. 2019].

24. Rolling, J., (2016). The Role of Tax in Developing Countries. Available 

at:http://www.developmentinaction.org/the-role-of-tax-in-developing-

countries[Accessed 3 Aug. 2019].

25. Sikka, P., (2018). Combating corporate tax avoidance by requiring large 

companies to file their tax returns. Journal of Capital Markets Studies.

26. Smith, P., (2018).Getting the tax-to-GDP ratio right. [online] ACCA 

Global. Available at:https://www.accaglobal.com/us/en/member/member/

accounting-business/2018/01/insights/tax-gdp.html [Accessed 2 Aug. 2019].

27. The Ramphal Institute,(2013). Strengthening the Tax Base in Developing 

Countries. Available at:http://www.ramphalinstitute.org/developing-

countries-tax-base.html [Accessed 2 Aug. 2019].

28. The Income-Tax Ordinance (1984). Available at:http://bdlaws.minlaw.gov.

bd/pdf_part.php?id=672 [Accessed 3 Aug. 2019].

21 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-04, JULY-AUGUST 2019



Abstract
This study reveals that the impact of Credit Risk Management on the Financial Performance of the Commercial 
Banks in Bangladesh over the period of seventeen years (2000 to 2016) using data from ten commercial banks. 
Secondary data were collected from the bank’s annual reports and analyzed using t-test for mean comparison, 
correlation and multiple regression analysis. Return on Assets (ROA) was used as the financial performance 
indicator while Non-Performing Loan (NPL), Capital Adequacy Ratio (CAR) and Advance Deposit Ratio were 
used as credit risk management indicators. The empirical results found that both NPL and ADR have negative 
and relatively significant effect on ROA, while NPL has higher significant effect on ROA compare to ADR. The 
study also found that Capital Adequacy Ratio has positive effect on ROA but it is not statistically significant. 
The study found from T-test that Return on Assets, Advance-Deposit Ratio and Capital Adequacy Ratio of 
private commercial banks were significantly higher than that of state-owned commercial banks. Inversely, it 
was also found that Non-performing loan of private commercial banks is significantly lower than that of state-
owned commercial banks. The study concluded that credit risk stagnant remains a major concern for the 
commercial banks in Bangladesh, since credit risk is an important forecaster of bank financial performance. 
The researcher suggests that all banks should adopt a credit risk management guidelines and compliance in 
accordingly to enhance sustainable profitability and growth of the bank.

Key Words : Credit Risk, Credit Risk Management, Financial Performance, Non-Performing Loans, Capital 
Adequacy Ratio, and Advance-Deposit Ratio.
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1.0 Introduction
Banks play a fundamental role in the economic 
development. To perform this role an effective 
banking system is needed and without it, it is difficult 
for the economy to mobilize the real resources 
which is necessary for economic growth and stability 
(McDonough 2000, 1). For economic development 
two basic issues of financing are important; first, how 
best external funds are provided to the business 
sectors and second, how efficiently financiers are 
monitoring the behavior and performance of these 
corporate borrowers under an effective system 
credit risk management. If credit risk management 
is poor then Non-Performing Loans (NPL) occurs 
most. It is clear that a poor banking system cannot 
help for the economic development in a country. 
In this situation, effective credit risk management is 
highly needed to overcome the mentioned problems. 
Risk management can be regarded as an active, 
strategic, and integrated process that encompasses 
both the measurement and mitigation of risk, with 
the ultimate goal of maximizing the value of a bank, 
while minimizing the risk of bankruptcy (Schoreck, 
2002). Now-a-days, large exposures, whether to 
a single borrower or group of borrowers, are 
becoming a default concern (Chowdhury et al., 2014).  
It is well known that high volume of non-performing 
loans (NPL) has been the most critical concern 
of the banking sector of Bangladesh (Habib et al., 
2016). Like the banking sectors of developed and 
developing economies, banking sector of Bangladesh 
is increasingly facing the difficulties of financial crimes. 
In spite of some notable improvement in the loan 
default status over the years, some banks have still 
been struggling with high volume of non-performing 
loans (Habib et al., 2016). Bank regulators shape the 
risk management approach and process of the banks 
in a significant way through establishing corporate 
governance standards, placing capital adequacy 
requirements through bassel requirements and 
setting a number of prudential norms and limits 
on business lines (Siddique at al., 2015). Moreover, 
like 2016 three topical issues like excess liquidity, 
single borrower concentration and non-performing 
loan were causes of serious concern all along 2017. 
Bankers, policy makers, business houses and media 
have expressed opinion on above issues. Therefore, 
the objective of this study is to find out the impact 
of credit risk management on financial performance 
of commercial banks in Bangladesh. 

2.0 Literature Review†
There have been argument and dilemma on the 
impact of credit risk management and bank’s financial 
performance. Some scholars e.g., (Nawaz et al. 2012; 
Naceur and Kandil 2009; Kinthinji 2010; Fredrick 
2012; Kolapo, Ayeni; Yasuda, Okuda, & Konishi 2004, 
Ahemed & Malik 2015; Lalon 2015; Charles, Okaro & 
Kenneth 2013; Mokaya & Jagongo 2014; Singh 2014; 
Ojo 2012;Kargi 2011 and Bhattarai 2015) amongst 
others have carried out extensive studies on this 
issue and produced diverse results; whereas some 
found that credit risk management impact positively 
on banks financial performance, some found negative 
relationship and others suggest that other factors 
aside from credit risk management effects on bank’s 
performance. Specifically, Kargi (2011) found in a 
study of Nigeria banks from 2004 to 2008 that 
there is a significant relationship between banks 
performance and credit risk management. Kolapo, 
Ayeni and Ojo (2012) using panel data regression 
for the period 2000 to 2010 found that the effect of 
credit risk on bank’s performance measured by the 
Return on Asset (ROA) of banks are cross sectional 
invariant.

According to Nawaz et al. (2012) conducted 
this empirical study in Nigeria and it was published 
in the Interdisciplinary Journal of Contemporary 
Research in Business, Nigeria. In this study, the 
researchers examined that the impact of credit 
risk on the profitability of Nigerian banking system 
and identifies the relationships between the non-
performing loans and banks profitability and evaluate 
the effect of loan and advance on banks profitability 
on Nigerian banks. They were argued that the bank 
with high credit risk has high liquidation risk that 
puts the depositors in peril.  In this connection, they 
used financial ratios to find out the impact thereon. 
The study is both historical and descriptive in nature 
and they were used non-probability method to 
conclude. They were used ratio of Profit after tax 
to Total asset (ROA) as dependent variable; and 
ratio of Non-performing loan to Loan &Advances 
and ratio of total loan & Advances to total deposit 
as Independent variables. They founded in the 
regression result that is the significant negative 
relationship between credit risk indicators (Ratio of 
Non-performing loan to loan & Advances, Ratio of 
Loan & Advances to total deposit) and profitability. 
That means increase in non-performing loans 
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decreases profitability (ROA), on the other hand, 
increase in the level of loan & advances to total 
deposit significantly decrease profitability of the 
banks. They suggested that banks should practice 
sensible credit risk management to safeguard their 
assets and protect the investors’ interests. They also 
suggested that management of the banks should 
setting up a watchful credit policy to manage credit 
risk that will ensures proper utilization of depositor’s 
fund and maximize profit of the bank. Finally, they 
recommended that the escalation of the securities 
market will have a positive impact on the overall 
development of the banking sector by increasing 
competitiveness in the financial sector.

Fredrick (2012) wrote this article in Kenya and 
it was published in the DBA Africa Management 
Review. The researcher examined the impact of 
credit risk management on financial performance. 
He was used in his study a causal research design and 
multiple regression analysis to analyze secondary 
data. He used variables as dependent variable i.e., 
the financial performance of the banks whereas 
the independent variables were the CAMEL 
components of Capital adequacy, Asset quality, 
Management efficiency, Earnings and Liquidity. In his 
study he found that there was a strong impact of the 
CAMEL components on the financial performance 
of commercial banks. The study also established that 
capital adequacy, asset quality, management efficiency 
and liquidity had weak relationship with financial 
performance (ROE) whereas earnings had a strong 
relationship with financial performance. The study 
suggests that CAMEL model can be used as a proxy 
for credit risk management. In this study he fails to 
recognize the impact of effective internal control 
and explanatory variables of financial performance 
of bank.

Yasuda, Okuda, & Konishi (2004) conducted this 
empirical study in Japan and it was published in the 
Review of Quantitative Finance and Accounting, Japan. 
In this study, researchers examined that relationship 
between bank risk and earnings management. They 
founded that bank risk is negatively associated with 
discretionary accruals, indicating that investors 
misinterpreted high reported earnings as favorable 
information about bank financial health. They also 
marked that the negative relationship was very 
powerful prior to the major bank failures in late 
1997 and 1998, but it diminished subsequent to the 
failures. They concluded that investors started to 

anticipate potential manipulation of financial reports 
by bank managers more rationally after the major 
bank failures.

Ahemed & Malik (2015) conducted this 
empirical study in Pakistan and it was published in 
the International Journal of Economics and Financial 
Issues. In this study, the researchers focused that the 
impact of credit risk management (CRM) practices 
on loan performance (LP) in microfinance banking 
sector of Pakistan. In this study, the researchers 
were gathered data from various managerial levels 
like: Top level, Middle level, and Lower level. He used 
different variables such as: a) Dependent Variable: 
Loan Performance (LP), actually which represent 
CRM; and b) four Independent Variables: Credit 
Terms (CTP), Client Appraisal (LCA), Collection 
Policy (CP), and Credit Risk Control (CRC). He also 
used descriptive and inferential statistical techniques 
to analyzed data. The study results founded that 
the credit terms and client appraisal have positive 
and significant impact on the LP at 1% significant 
level, while the CP and CRC have positive but 
insignificant impact on LP. The researcher hoped that 
this study results will be helpful to management for 
proper managing the credit risk and enhancing loan 
performance by focused on explanatory variables 
that are credit terms and client appraisal.

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

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

Mokaya & Jagongo (2014), conducted this 
empirical study in the Kenya. In their study they 
sought to establish the association between 
corporate loan portfolio diversification and credit 
risk management among commercial banks in 
Kenya. They were used descriptive research design 
and also used descriptive and inferential statistics 
to analyze the data. In this study they used Credit 
Risk Management as the Dependent variable; and 
geographical diversification, industry diversification, 
and size of the borrowing company are Independent 
variables. They found that corporate loan portfolio 
diversification had a strong association with credit 
risk management among commercial banks in Kenya. 
More specifically, it was concluded that Geographical 
diversification had no significant relationship with 
credit risk management among commercial banks 
in Kenya. Secondly, it was concluded that there 
existed a significant relationship between industry 
diversification and credit risk management among 

commercial banks in Kenya and that there existed 
a significant relationship between size of the 
borrowing company and credit risk management 
among commercial banks in Kenya. They concluded 
that asset base and pretax profits of the borrowing 
companies affected to a small extent credit risk 
management among commercial banks under 
study. In addition, the study concluded that the 
variety or category of the industry and amount of 
loan borrowed affected moderately the credit risk 
management among commercial banks. In their study 
they suggested that: i) commercial banks should not 
look at the geographical location of the borrowing 
company in an endeavor to enhance credit risk 
management. ii) They should consider the industry 
of operation of the borrowing company before 
extending credit. This is because some industries are 
prone to various economic shocks. iii) They should 
always consider size of the borrowing companies 
before extending credit based on level of their pre-
tax profits or their asset base.

Singh (2014) did this empirical study in India 
and it was published in the International Journal of 
Management and Business Research, India. In this 
study, researcher opted that the impact levels of 
credit risk management towards the profitability of 
Indian commercial banks. The study was quantitative 
in nature and intended to comparative study 
between state- owned bank and private banks. In 
this study, he was used ROA (Return on Assets) as 
dependent variable; NPAs (Non-Performing Assets) 
and CAR (Capital Adequacy Ratio) as Independent 
variables. Here, the researcher collected data from 
FBI since 2003 to 2013. The ultimate objective of 
the study is to found out the impact of credit risk 
management on performance. The empirical result 
showed that there was a significant relationship 
between bank performance (in terms of return 
on asset) and credit risk management (in terms of 
nonperforming asset). The study reveals that there 
was a direct but inverse relationship between return 
on asset (ROA) and the ratio of non-performing 
asset (NPA). He concluded that better credit risk 
management results in better bank performance. 
Finally, he recommended that the public sector 
banks to effectively use technology to counter the 
challenges posed by the private sector banks and 
should provide training for the employee to enhance 
their capacity and reviewing the adequacy of credit 
training across.
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Bhattarai (2015) carried out this empirical study in Nepal and it was published in the NRB Economic 
Review, Nepal. In this study, the researcher analyzed the impact of credit risk indicators on performance of 
Nepalese commercial banks. He had been adopted descriptive and causal comparative research design in 
this study and used pooled data from secondary sources. He used descriptive and inferential statistics to 
analyzed pooled data by SPSS program. In this study, he were used ROA (Return on Assets) as dependent 
variable; and Capital Adequacy Ratio (CAR), Non-performing loan ratio, Cost per loan assets, Cash reserve 
ratio and Bank size as independent variables. The empirical results, and expected results were presented in 
the following table:

Independent variables Expected result Empirical results Level of significance 
statistically

Capital adequacy  ratio Positively related Positively related Not statistically sig.

Non-performing loan ratio Inversely related Inversely related Statistically sig. at 1% level

Cost per loan assets Inversely related Positively related Statistically sig. at 1% level

Cash reserve ratio Inversely related Positively related Not statistically sig.

Bank size Positively related Positively related Statistically sig. at 5% level

He also founded from inferential statistics that ‘non-performing loan ratio’ has negative effect on bank 
performance whereas ‘cost per loan assets’ has positive effect on bank performance. Moreover, he founded 
that credit risk indicators, bank size had positive effect on bank performance. Capital adequacy ratio and 
cash reserve were not considered as the influencing variables on bank performance. He concluded that 
there was significant relationship between bank performance and credit risk indicators. He suggested that 
banks should strictly follow the prevailing NRB Directive as well as Basel II Accord while managing credit 
risk. Compliance with the Basel II Accord means a sound approach to tackling credit risk and this ultimately 
improves bank performance.  He also recommended that bank’s credit granting activities conform to the 
established strategy that written procedures should be developed and implemented, and that loan approval 
and review responsibilities are clearly and properly assigned. Senior management must also ensure that a 
periodic independent internal assessment of the bank credit-granting and management functions.

3.0 Problem Statement
Banks are generally exposed to several types of risks, i.e., credit risk, reputation risk, operational risk, liquidity 
risk, legal risk and market risk (BOC, 2012). Nowadays commercial banks in Bangladesh are severely affected 
by the credit risk. Commercial banks thus develop their own strategies to either eradicate or diminish this 
credit risk. In the management of credit risk, commercial banks are anxious about their financial performance. 
Conversely in spite of the struggles made to discourse the pitiable credit risk management, commercial banks 
still have complications resulting from the credit risk management progressions undertaken and changes in 
customer base leading to decreasing financial performance. Therefore, credit risk management as a discipline 
is being highly alarmed nowadays. Moreover, the presence of huge non-performing loans and poor credit 
risk management in the financial institutions in Bangladesh and limited research on credit risk management 
motivates the researcher to select the topic. The present research is thereby, aimed to measure the overall 
impact of credit risk management on financial performance; to find out the impact of credit risk management 
on financial performance.

4.0 Objectives of the Study
n  To evaluate the financial performance of commercial banks;
n  To measure the level of credit risk of commercial banks in terms of NPL, CAR and ADR;

n  To investigate the impact of credit risk on the performance of commercial banks

5.0 Research Questions
n  Is there any influence of credit risk management on return on assets?
n  To what extent does credit risk management influences return on assets?
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6.0 Research Hypotheses
H11 :  There is a significant relationship between  

NPL and ROA of commercial banks.

H21:  There is a significant relationship between 
CAR and ROA of commercial banks.

H31:  There is a significant relationship between 
ADR and ROA of commercial banks.

7.0 Methodology of the study
7.1 Population, sample and date set
The population of interest for the study was all 
scheduled commercial banks in Bangladesh, according 
to Bangladesh Bank (2017) there were fifty seven 
(57) scheduled commercial banks operating in the 
banking industry. The researcher selected four (4) 
state-owned commercial banks and six (6) private-
commercial banks as a sample of this study covering 
seventeen (17) years period. Secondary data, it was 
collected from the published financial statements in 
annual reports of the selected banks from 2000 to 
2016.

7.2 Method of Data Analysis
The data collected from the annual reports of the 
banks was analysed using t-test for mean comparison, 
correlation and multiple regression analysis and 
output was obtained using SPSS 20.

7.3 Research Model
Multiple regression models with three independent 
variables were used. The measure for financial 
performance was ROA and for credit risk 
management are NPL, ADR and CAR respectively.

ROA = ß0+ ß1NPL+ ß2CAR+ ß3ADR+ ε

Here,

ROA = Return on Assets

ß0 = Constant

ßi = Coefficients

NPL = Non-Performing Loans

CAR = Capital Adequacy Ratio

ADR = Advance Deposit Ratio

ε  = Error Term

It is the regression function which determines the 
relation of X (NPL, CAR and ADR) to Y (ROA), ß0 
is the constant term and ßi is the coefficient of the 
function. ßi represent the independent contributions 
of each independent variable to the estimate of the 
dependent variable. It is the worth for the regression 
equation to forecast the variances in dependent 
variable from the independent variables.

7.4 Variables description

7.4.1 Non-Performing Loans :
A non-performing loan, or NPL, is a loan that is 
in default or close to being in default (Wikipedia, 
2018). A loan is normally defined as non-performing 
when customer’s payments are arrears (Kauko, 
2012, p.196). A loan amount on which the borrower 
is not making interest payments or repaying any 
principal is called non-performing loan. At what point 
the loan is classified as non-performing by the bank, 
and when it becomes bad debt, depends on local 
regulations (Financial Times, 2018). Late payment 
is often characterized a non-performing loan (NPLs) 
rather than a defaulted loan if the borrower is still 
undertaking business (Choudhry, 2011, p. 131).  

7.4.2 Capital Adequacy Ratio :
Capital adequacy ratio (CAR) is defined as the ratio 
of capital to the risk-weighted sum of a bank’s assets 
(Hyun & Rhee, 2011, p. 325). It measures the 
amount of a bank’s capital relative to the amount 
of its risk-weighted credit exposures (Basel-III 
Guidelines, Bangladesh Bank, 2014). Capital 
adequacy ratio (CAR) is a specialized ratio 
used by banks to determine the adequacy of their 
capital keeping in view their risk exposures. Banking 
regulators require a minimum capital adequacy ratio 
so as to provide the banks with a cushion to absorb 
losses before they become insolvent. This improves 
stability in financial markets and protects deposit-
holders (Obaidullah). Capital-based regulation 
has become a major issue in the banking industry 
after the financial crisis in 2007 caused by subprime 
mortgage problems. Losses on mortgages and other 
mortgage-related securities significantly decrease 
the capital base of many banks (Hyun& Rhee, 
2011, p. 323).

7.4.3 Advance Deposit Ratio :
The advance-deposit ratio is a useful tool to 
determine bank liquidity, and by extension, it 
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influences the profitability of the banks (Rengasamy, 2014). Advance to Deposit Ratio (ADR) is determined 
by putting Advance in numerator and Liabilities (excluding capital) in the denominator (ALM guideline, BB, 
2017). The ratio should be fixed in such a manner so that there will be no unnecessary liquidity pressure on 
the bank at any point in time. Considering the regulatory liquidity requirements (CRR and SLR), the maximum 
value of the ratio shall be derived using the formula [100%-CRR*-SLR*] (ALM guideline, BB, 2017). 
Depending upon the capital base, liquidity condition, NPL status etc. and above all the maintenance of (LCR) 
Liquidity Coverage Ratio & Net Stable Funding Ratio (NSFR),  the board may decide to add a maximum 4.5% 
and 2%** (for conventional banks and Shariah-based banks respectively) with the result of the above formula 
to fix  a suitable AD ratio (ALM guideline, BB, 2017).  

7.4.4 Return on Assets :
Return on Assets (ROA) is a ratio that measures banks profitability against its total net assets. The ratio is 
considered an indicator of how efficient a bank is using its assets to generate before contractual obligation 
must be paid. It is calculated as ROA = EBIT/ Total Assets. Return on assets gives a sign of the capital strength 
of the banking industry (Appa, 1996). Return on assets (ROA) is an indicator of how profitable a company is 
relative to its total assets. ROA gives a manager, investor, or analyst an idea as to how efficient a company’s 
management is at using its assets to generate earnings (Investopedia, 2018).  

8.0 Analysis And Findings
8.1 T-test for mean comparison between SCBs and PCBs:
8.1.1 T-test for Return on Assets ROA

Hypothesis :

Ho : Mean of Return on Assets of state-owned commercial banks and private commercial banks are equal.

H1 : Mean of Return on Assets of state-owned commercial banks and private commercial banks are not equal.

Table-01: Group Statistics

Type of the Bank N Mean Std. Deviation Std. Error Mean

Return on Asset SCB 68 .5216 1.09445 .13272

PCB 102 1.1937 .89580 .08870

Table-02:Independent Samples Test

Levene’s Test for Equa-
lity of Variances

t-test for Equality of Means

F Sig. t df Sig. 
(2-tailed)

Mean 
Differ-
ence

Std. 
Error 
Differ-
ence

95% Confidence 
Interval of the Dif-

ference

Lower Upper

ROA Equal 
variances 
assumed

.125 .724 -4.381 168 .000 -.67211 .15340 -.97496 -.36926

Equal vari-
ances not 
assumed

-4.210 123.827 .000 -.67211 .15963 -.98807 -.35615

Interpretation :

Mean values of Return on Assets of state-owned commercial banks is .5216 and private commercial banks is 
1.1937. Mean difference is -.67211.
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The value of “t” is -4.210 and it is significant (p value < 0.01) at 1% level. That means there is significant 
difference between Return on Assets of state-owned commercial banks and private commercial banks. Here, 
Return on Assets of private commercial banks is significantly higher than that of state-owned commercial 
banks.

8.1.2 T-test for Non-performing loans (NPL)

Hypothesis :

Ho: Mean of Non-performing Loans of state-owned commercial banks and private commercial banks are 
equal.

H1: Mean of Non-performing Loans of state-owned commercial banks and private commercial banks are 
not equal.

Table-03: Group Statistics

Type of the Bank N Mean Std. Deviation Std. Error Mean

Non-Performing 
Loan

SCB 68 22.9013 10.00303 1.21305

PCB 102 11.1437 10.31266 1.02111

Table-04: Independent Samples Test

Levene’s Test 
for Equality of 

Variances

t-test for Equality of Means

F Sig. t df Sig. 
(2-tailed)

Mean Dif-
ference

Std. 
Error 
Differ-
ence

95% 
Confi-
dence 

Interval 
of the 
Differ-
ence

Lower Upper

NPL Equal 
variances 
assumed

.102 .749 7.370 168 .000 11.75760 1.59535 8.60807 14.90712

Equal vari-
ances not 
assumed

7.41 5 146.721 .000 11.75760 1.58560 8.62403 14.89117

Interpretation :

Mean values of Non-performing loan of state-owned commercial banks is 22.9013 and private commercial 
banks is 11.1437. Mean difference is 11.75760.

The value of “t” is 7.415 and it is significant (p value < 0.01) at 1% level. That means there is significant 
difference between Non-performing loan of state-owned commercial banks and private commercial banks. 
Here, Non-performing loan of private commercial banks is significantly lower than that of state-owned 
commercial banks.

8.1.3 T-test for Advance –Deposit Ratio (ADR) 

Hypothesis

H0: Mean of Advance–Deposit Ratio of state-owned commercial banks and private commercial banks are 
equal.

H1: Mean of Advance–Deposit Ratio of state-owned commercial banks and private commercial banks are 
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not equal.

Table-05 : Group Statistics

Type of the Bank N Mean Std. Deviation Std. Error Mean

Advance-Deposit 
Ratio

SCB 68 66.9232 13.18704 1.59916

PCB 102 80.2879 8.53607 .84520

Table-06 : Independent Samples Test

Levene’s Test 
for Equality of 

Variances

t-test for Equality of Means

F Sig. t df Sig. 
(2-tailed)

Mean Dif-
ference

Std. Error 
Difference

95% Confidence Interval 
of the Difference

Lower Upper

ADR

Equal 
variances 
assumed

7.407 .007 -8.025 168 .000 -13.36471 1.66537 -16.65246 -10.07695

Equal 
varianc-
es not 
assumed

-7.389 104.262 .000 -13.36471 1.80878 -16.95148 -9.77794

Interpretation :

Mean values of Advance-Deposit Ratio of state-owned commercial banks is 66.9232 and private commercial 
banks is 80.2879. Mean difference is --13.36471.

The value of “t” is -7.389 and it is significant (p value < 0.01) at 1% level. That means there is significant 
difference between Advance-Deposit Ratio of state-owned commercial banks and private commercial banks. 
Here, Advance-Deposit Ratio of private commercial banks is significantly higher than that of state-owned 
commercial banks.

8.1.4 T-test for Capital Adequacy Ratio (CAR)

Hypothesis :

H0 : Mean Capital Adequacy Ratio of state-owned commercial banks and private commercial banks are equal.

H1:  Mean of Capital Adequacy Ratio of state-owned commercial banks and private commercial banks are 
not equal. 

Table-07: Group Statistics

Type of the Bank N Mean Std. Deviation Std. Error Mean

Capital Adequacy Ratio

SCB 68 4.4447 9.17024 1.11205

PCB 102 10.6292 1.79277 .17751

Table-08 : Independent Samples Test

Levene’s Test for 
Equality of Variances

t-test for Equality of Means

F Sig. t df Sig. 
(2-tailed)

Mean 
Differ-
ence

Std. 
Error 
Differ-
ence

95% Con-
fidence In-

terval of the 
Difference

Lower Upper
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CAR

Equal 
variances 
assumed

39.309 .000 -6.633 168 .000 -6.18451 .93239 -8.02522 -4.34380

Equal 
varianc-
es not 

assumed

-5.492 70.427 .000 -6.18451 1.12613 -8.43027 -3.93875

Interpretation :

Mean values of Capital Adequacy Ratio of state-owned commercial banks is 4.4447 and private commercial 
banks is 10.6292. Mean difference is -6.18451.

The value of “t” is -5.492 and it is significant (p value < 0.01) at 1% level. That means there is significant 
difference between Capital Adequacy Ratio of state-owned commercial banks and private commercial banks. 
Here, Capital Adequacy Ratio of private commercial banks is significantly higher than that of state-owned 
commercial banks.

8.1.5 Findings from T-test:

The study found from T-test that Return on Assets, Advance-Deposit Ratio and Capital Adequacy Ratio of 
private commercial banks were significantly higher than that of state-owned commercial banks. Inversely it 
was also found that Non-performing loan of private commercial banks is significantly lower than that of state-
owned commercial banks.

8.2 Correlations among the variables related to credit risk ratios:
Table-09 : Correlations

ROA NPL CAR ADR

ROA Pearson Corre-
lation

1 -.437** .204** .461**

Sig. (2-tailed) .000 .008 .000

N 170 170 170 170

NPL Pearson Corre-
lation

-.437** 1 -.464** -.230**

Sig. (2-tailed) .000 .000 .003

N 170 170 170 170

CAR Pearson Corre-
lation

.204** -.464** 1 .184*

Sig. (2-tailed) .008 .000 .017

N 170 170 170 170

ADR Pearson Correla-
tion

.461** -.230** .184* 1

Sig. (2-tailed) .000 .003 .017

N 170 170 170 170

**. Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).     

Correlation coefficient analysis

Interpretation : Correlation co-efficient between return on assets and non-performing loan is r = -0.437 
which is significant (p value< .01) at 1% level. That means there is significantly negative relationship between 
return on assets and non-performing loan. Correlation co-efficient between return on assets and Capital 
Adequacy Ratio is r = 0.204 which is significant (p value< .01) at 1% level. That means there is significantly 
positive relationship between return on assets and Capital Adequacy Ratio. Correlation co-efficient between 
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return on assets and Advance-Deposit Ratio is r = 0.461 which is significant (p value< .01) at 1% level. 
That means there is significantly positive relationship between return on assets and Advance-Deposit Ratio. 
Correlation co-efficient between non-performing loan and Capital Adequacy Ratio is r = -0.464 which is 
significant (p value< .01) at 1% level. That means there is significantly negative relationship between non-
performing loan and Capital Adequacy Ratio. Correlation co-efficient between non-performing loan and 
Advance-Deposit Ratio is r = -0.230 which is significant (p value< .01) at 1% level. That means there is 
significantly negative relationship between non-performing loan and Advance-Deposit Ratio.

Correlation co-efficient between Capital Adequacy Ratio and Advance-Deposit Ratio is r= 0.184 which is 
significant (p value< .05) at 5% level. That means there is significantly positive relationship between Capital 
Adequacy Ratio and Advance-Deposit Ratio. The study found that there is no perfect or nearly perfect 
correlation among the independent variables. That is the variables are free from multi-collinearity effects.  
Since the independent variables are free from multi-collinearity effects, so it is logical to fit regression model 
of profitability variable on credit risk variables. 

8.2.1 Findings from Correlation analysis

A significant and negative correlation can be seen in between non-performing loan ratio and return on 
equity since correlation coefficient is between those two variables is – 0.437 at the 0.000 significant levels. 
So, NPL β coefficient is – 0.437 which means that one unit increase in NPL decreases ROA by 0.437 units 
while CAR, and ADR is held constant. A moderate, significant and positive correlation can be found between 
capital adequacy ratio and return on equity 0.204 “r” value indicates the positive and moderate relationship 
between these two variables at 0.000 significant levels. The CAR has a positive βcoefficient of 0.204. This 
indicates that one unit increase in CAR will increase ROA by 0.204 units held NPL and ADR constant. A 
moderate, significant and positive correlation can be found between advance-deposit ratio and return on 
equity 0.461 “r” value indicates the positive and moderate relationship between these two variables at 0.000 
significant levels. The ADR has a positive βcoefficient of 0.461. This indicates that one unit increase in ADR 
will increase ROA by 0.461 units held NPL and CAR constant. Thus the results of the analysis states that the 
Non Performing Loan Ratio has negative and relatively significant effect on Return on Assets, inversely capital 
adequacy ratio and advance deposit ratio have positive and statistically significant effect on return on assets. 

8.3 Multiple regression analysis

Table-10: Model Summaryb

Model R R Square Adjusted R Square Std. Error of the 
Estimate

1 .574a .329 .317 .85224

a. Predictors: (Constant), Advance-Deposit Ratio, Capital Adequacy Ratio, Non-Performing Loan

b. Dependent Variable: Return on Asset

Table 10 shows the model summary of regression analysis. R2 shows the degree to which extent the 
variance of the dependent variable is explained by independent variables. According to the table 10 the 
correlation coefficient of 0.574 (R=0.574) indicates that the linearity of the variable. R2 represents the 
prediction level of variance in Return on Assets by Non -Performing Loan, Capital Adequacy Ratio and 
Advance-Deposit Ratio which is 0.329. This means that 32.90% of Return on Assets can be predicted from 
by Non -Performing Loan, Capital Adequacy Ratio and Advance-Deposit Ratio. Among three independent 
variables NPL and ADR are more reliable predictors for ROA.
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8.3.1 Analysis of Variance 

Table-11: ANOVAa

Model Sum of Squares df Mean Square F Sig.

1 Regression 59.164 3 19.721 27.153 .000b

Residual 120.569 166 .726

Total 179.733 169

a. Dependent Variable: Return on Asset

b. Predictors: (Constant), Advance-Deposit Ratio, Capital Adequacy Ratio, Non-Performing Loan

From the above Table 11, the sum of squares due to regression is 59.169 with three degrees of freedom 
while the sum of squares residual due to 166 degrees of freedom is 120.569. The mean square gives a more 
accurate level of relationship and influence with the three variables. Further, the ANOVA test shows the value 
of “F” is equal to 27.153 that the regression model is significant since the significant level is 0.000 which is less 
than 0.05. Thus, the model fit of the regression model can be perceived.

8.3.2 Analysis of Regression coefficients:

Table-12: Coefficientsa

Model Unstandardized Coef-
ficients

Standardi-
zed Coef-

ficients

t Sig. Collinearity 
Statistics

B Std. Error Beta Tolerance VIF

1 (Constant) -.889 .451 -1.972 .050

Non-Per-
forming 
Loan

-.032 .006 -.366 -5.033 .000 .763 1.311

Capital 
Adequacy 
Ratio

-.006 .011 -.037 -.512 .610 .778 1.285

Ad-
vance-De-
posit Ratio

.032 .005 .383 5.839 .000 .939 1.064

a. Dependent Variable: Return on Asset

Table 12 shows in above, the coefficient table of the regression analysis. β value of the table represents the 
degree to which extent the dependent variable can be affected by a certain independent variable while other 
independent variables remain constant. β1 coefficient for non-performing loan ratio is -0.032 indicates that 
increasing one unit of non-performing loan ratio causes to decrease return on equity in 0.032 units while 
other independent variables remain constant. The value of “t” is -5.033 and it is statistically significant at 
5% level. Nevertheless, this conclusion can be done with the 100% of confident level since the significant 
value is 0.000. So it can be concluded that non-performing loans has negative impact on return on assets, 
and it is statistically significant. Capital Adequacy Ratio involves -0.006 β2 value, which denotes when Capital 
Adequacy Ratio increase one unit return on equity also decrease by 0.006 units while other independent 
variables remain constant. The value of “t” is -.512 and it is not significant at 5% level. This conclusion can 
also be done with 39% confident interval. Because, significant value is 0.61, which denotes the probability 
of rejecting this conclusion is 61%. So it can be concluded that Capital Adequacy Ratio has negative impact 
on return on assets, but it is statistically insignificant. Advance Deposit Ratio involves 0.032 β3 value, which 
denotes when Advance Deposit Ratio increase one unit return on equity also increase by 0.032 units while 
other independent variables remain constant. The value of “t” is 5.839 and it is statistically significant at 5% 
level. This conclusion can also be done with 100% confident interval. Because, significant value is 0.000, which 
denotes the probability of rejecting this conclusion is 0.00%. So it can be concluded that Advance-Deposit 
Ratio has significant positive impact on return on assets, and it is statistically significant.
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Thus, the results of the analysis states that the 
non-performing loan ratio has significantly negative 
effect and capital adequacy ratio has negative 
effect on return on assets but it has no statistically 
significant effect. Moreover, non-performing loans 
ratio has higher significant effect on return on assets 
in comparison to capital adequacy ratio. Inversely 
advance deposit ratio has significantly positive effect 
on return on assets.

Based on the results, regression equation can be 
carved as follows,:

ROA = -0.889 – 0.032 NPL – 0.006 CAR + 0.032 
ADR+ ε

8.3.3 Hypotheses Testing

Hypothesis can be tested by using the P- value (Sig. 
Level) of each β coefficient of independent variables. 
Confidence interval of accepting hypotheses is 95%. 
To achieve this confident interval, P - value should 
be equal to or less than 0.05. If it is not equal to or 
less than 0.05, null hypothesis cannot be rejected. 
P - Value of β coefficient of Non-Performing Loan 
Ratio is 0.000 which denotes that Non Performing 
Loan Ratio effect on Return on Assets with 100% 
confident interval. Here the probability of rejecting 
null hypothesis is 100% since the P - value is 0.000 
which is less than 0.05. Based on this result, H1 can 
be accepted and H0 is rejected. Non-Performing 
Loan Ratio has a significant effect on Return on 
Assets. P- Value of β coefficient of Capital Adequacy 
Ratio is 0.610 which indicates that the Capital 
Adequacy Ratio effect on Return on Assets with 39% 
confident interval. Here the probability of rejecting 
null hypothesis is 61% since the P- value is 0.610, 
which is more than 0.05. Based on this result H2 
can be rejected and H0 is accepted. So it can be said 
that, Capital Adequacy Ratio effect on Return on 
Equity but not statistically significant. P- Value of β 
coefficient of Advance Deposit Ratio is 0.000 which 
indicates that the Advance Deposit Ratio effect on 
Return on Assets with 100% confident interval. Here 
the probability of rejecting null hypothesis is 100% 
since the P- value is 0.000, which is less than 0.05. 
Based on this result H3 can be accepted and H0 
is rejected. So it can be said that, Advance Deposit 
Ratio effect on Return on Equity that is statistically 
significant. 

From the above analysis it is found that, the most 

of the coefficients are significant at 5% level. So, 
null hypothesis that there is no significant impact of 
credit risk management on Return on Assets (ROA) 
of commercial banks in Bangladesh can be rejected. 

The study found that Capital Adequacy Ratio has 
no statistically significant impact on Return on 
assets. And it also found that Non-Performing Loan 
has negative impact and Advance-Deposit Ratio 
has positive impact on return on assets, and it is 
statistically significant. So it can be concluded that 
credit risk management has significant impact on 
return on assets.

9.0 Conclusion and Recommendations
The study afford that non-Performing Loan has 
statistically significant effect on Return on Assets 
with -0.032 β1 coefficient at 1% significant level. This 
result opted that, NPL significantly negative effect 
on ROA since the significant value is less than 0.05. 
This results in similar to findings of Bhattarai (2015), 
Singh (2014), Godlewski (2005), Gopalakrishnan 
(2004), Kerlin (2013),  Nawaz et al. (2012) and Ruziqa 
(2013). The study proved that Capital Adequacy 
Ratio has effect on ROA with -0.006 β2 coefficient 
at 0.610 significant level. This result also supports to 
conclude that, CAR has negative effect on ROA but 
not statistically significant since the significant value 
is more than 0.05. This result is dissimilar from the 
studies conducted by Bhattarai (2015) and Charles, 
Okaro & Kenneth (2013). The study also proved 
that Advance Deposit Ratio significantly effect on 
ROA with 0.032 β3 coefficient at 0.000 significant 
level. This result also supports to conclude that, 
ADR has significantly positive effect on ROA since 
the significant value is less than 0.05. This result is 
dissimilar from the studies conducted by Charles, 
Okaro & Kenneth (2013) in Nigeria. The study also 
found from T-test that Return on Assets, Advance-
Deposit Ratio and Capital Adequacy Ratio of private 
commercial banks were significantly higher than 
that of state-owned commercial banks. Inversely 
it was also found that Non-performing loan of 
private commercial banks is significantly lower than 
that of state-owned commercial banks. The study 
concluded that credit risk stagnant remains a major 
concern for the commercial banks in Bangladesh, 
since credit risk is an important forecaster of bank 
financial performance.
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9.1 Policy Recommendations
The problem of non-performing loans may increase 
due to the improper and inefficient management of 
credit risk of the commercial banks or as a problem 
of financial system of a country. Hence there should 
be updated periodically in these system and enhance 
the capability of the bankers those who are engage 
in the process of management of credit risk. The 
profitability of the bank may affect through non-
performing loans due to aggressive lending without 
proper analysis of borrowers willingness and capacity 
to repay the loan amounts. Therefore banks should 
analyse the borrowers’ capacity and willingness to 
repay the loan before sanctioning. The credit risk 
management guidelines should be updated at least 
annually according to the changes of economic 
environment and bank’s loan portfolio. Banks need to 
develop and implement comprehensive procedures 
and information systems to monitor credit risk 
properly. Banks need to develop and implement 
effective and efficient an internal risk rating system 
in managing credit risk. Internal risk rating should be 
assigned to individual borrowers to assess risk and 
examined periodically. Bank must have information 
system and analytical techniques to measure credit 
risk in all on-and off-balance sheet activities. Banks 
should take into consideration potential changes 
in economic conditions to manage credit risk 
exposures. Senior management must have role to 
assess whether the bank maintain adequate level of 
capital to mitigate the related credit risk of on-and 
off-balance sheet activities.  
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Abstract
Green Banking has been defined as promoting paperless workplace, environmental-friendly practices and 
of course reducing carbon footprint from banking practices. The prime objective of the study is to explore 
the current scenario of green banking practices among Private Commercial Banks (PCBs) and State Owned 
Commercial Banks (SOCs) in Bangladesh. This study is basically based on secondary data and extensive 
literature review. The secondary data has been collected from internet, annual reports of private commercial 
banks and state owned commercial banks, Bangladesh Bank annual reports and reviews etc. The Study initially 
explored the Bangladesh Bank’s initiatives regarding green banking practices for Banks and Financial Institutions 
(FIs). The study also tried to give a concrete picture of different green banking practices done by overall 
banking industry in Bangladesh from the year 2014-2017. The sample size of the study is six private commercial 
banks (POCs) and six state owned commercial banks (SOCBs) which were chosen through convenient and 
purposive sampling technique. The study provided a comparison on green banking practices of top  six Private 
commercial Banks (POCs) such as (DBBL, Bank Asia, IBBL, SIBL, IFIC, ABBL) with six state owned commercial 
banks (SOCBs) such as (Sonali Bank Ltd., Janata Bank Ltd , Agrani Bank Ltd, Rupali Bank Ltd, BDBL, Basic 
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Bank ltd). Published data has been collected through 
an intensive desk research. The collected data were 
analyzed in the perspective of progress and adequacy 
of green banking activities in private commercial 
banks and state owned commercial banks operating 
in Bangladesh. Microsoft office package especially 
MS-excel has been used mostly for summarizing 
and illustrating the collected data systematically. It is 
found from the study that private commercial banks 
mostly abide by the rules and regulations of green 
banking practices imposed by Bangladesh Bank 
and PCBs have been implementing green banking 
practices in large volume in every angle than that of 
state owned commercial banks in Bangladesh. Some 
of the recommendations were made for the policy 
implementation.

Keywords : Green Banking practices, PCBs (Private 
Commercial Banks), SOCBs (State Owned 
Commercial Banks).

1.0 Introduction
The term ‘Green’ has been considered as a broad 
range of social, ethical, and environmental practices. 
Though, for the purpose of the study it tends to look 
into environmental aspect (Bai 2011). Green Banking 
has been defined as means promoting paperless 
workplace, environmental-friendly practices and 
of course reducing carbon footprint from banking 
practices. This could be done in many ways such as 
by using online banking instead of branch banking, 
paying bills online instead of mailing them, opening 
up CDs and money market accounts at online banks 
instead of large multi-branch banks or finding the 
local bank in your area that is taking the biggest 
steps to support local initiatives (Sharma, Sarika 
et al. 2014). The main objective of Green Banking 
is to ensure the use of organizational resources in 
favor of environment and society. Green Banking as 
a concept is proactive and smart way of thinking 
with a vision for future sustainability of our earth 
(Islam and Das 2013). Customer demands and 
greater environmental awareness are driving force 
for a number of financial institutions to go green 
(Biswas 2011). The central bank of Bangladesh 
has undertaken constructive steps to make green 
Banking a reality.  According to Bangladesh Bank, “still 
now people of our country are not aware of our 
green financing fund. They even do not know from 
where it is available. This is mainly responsible for 
the poor disbursement,”(www.thefinancialexpress-

bd.com). This study has been undertaken to explore 
the current scenario of green banking practices 
among private commercial banks (pcbs) and state 
owned commercial banks (socbs) in Bangladesh.

1.1 Objectives of the Study
The prime objective of the study is to explore 
the current scenario of green banking practices 
among Private Commercial Banks (PCBs) and State 
Owned Commercial Banks (SOCs) in Bangladesh. 
In addition the study is going to fulfill the following 
sub-objectives:

a) To explore Bangladesh Bank (BB) initiatives 
regarding green banking practices for Banks and 
Financial Institutions (FIs)

b) To examine Bangladesh Bank’s green banking 
policy implementation by all schedule banks 
operating in Bangladesh. 

c) To make a comparison on green banking practices 
among Private Commercial Banks (PCBs) and 
State Owned Commercial Banks (SOCs) in 
Bangladesh.

2.0 Literature Review
The Green initiatives taken by Banks or a concept of 
using all of the banks resources with responsibility 
and care, avoiding waste and giving priority to choices 
that take sustainability into account. This concept 
of Green Banking will be mutually beneficial to the 
consumers, banks, industries and the economy as a 
whole (Sharma, Sarika et al. 2014). Green Banking 
allows banks mobilize money, invest safely the money 
to productive activities free from deterioration 
of standard of living and environment. It facilitates 
and promotes the achievement of sustainable 
development of banking and finance. Thus banks 
can act as an ethical organization by disbursement 
of loans only to those organizations, which have 
environmental concerns ( (Biswas 2011)). From a 
broader perspectives, banks can be green through 
bringing improvement in six main spheres: investment 
management, deposit management, housekeeping, 
recruitment and development of human capital, 
corporate social responsibility, and consciousness 
of the clients and general mass (Rahman, Ahsan 
et al. 2013). Green Banking requires that the 
financial institutions should encourage projects 
which take care: (i) sustainable development and 
use of renewable natural resources, (ii) protection 
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of human health, bio-diversity, efficient production 
and use of energy, and (iii) pollution prevention 
and waste minimization, pollution controls (Biswas 
2011). There can be a number of specific tools 
including but not limited to Carbon Credit business, 
Green Credit and Investment, Green Mortgages, 
Green Credit Cards, Green Deposit Accounts, 
Mobile Banking, Online Banking, Waste Management, 
and Roof Gardening (Islam and Das 2013).  
Commercial banks are now realizing that Green 
Banking will improve its brand image to its market 
and especially among the environmentally conscious 
citizens. Banks are also adopting Green Banking to 
generate money, avoiding legal pressure, satisfying 
various stakeholders and also to protect the brand 
value  (Ahmad, Zayed et al. 2013).  The central 
Bank of  Bangladesh  has been trying to implement  
innovative, technology driven, environment and low 
cost banking practices  to ensure access to financial 
services for all, many  initiatives have been taken such 
as  digitalization of the financial sector , financing 
of trade,  channeling liquidity into productive 
and supply augmenting investments including 
Green Banking and CSR activities, agriculture, 
SMEs, expected to lead an efficient and  inclusive 
growth (Rahman 2012).  Banking industry is going 
under computerization, networking and offering 
of on-line banking is naturally gaining momentum 
development in this sector (Biswas 2011). Many 
studies revealed that green initiatives by banks can 
attract more customers (Chang and Fong 2010). 
Now-a-days, increasing number of customers of 
many conventional banks request for green financial 
products and investment opportunities and many of 
them also want to be familiar as “doing good” to 
environmental concerns among Citizens. Therefore, 
mainstream banks do not want to miss out the 
“greening” of customer preferences (Millat, K. M., 
et al. ,2013).Customers’ knowledge towards Green 
Banking that is still at the average level. The causes 
of the lack of the customer knowledge level are the 
customer low interest in reading, the customer less 
concern on the environmental issue (Putri, Amrina et 
al. 2017).  Through green banking each businessman 
(owner of businesses) will contribute a lot to the 
environment and make this earth a better place to 
live (Ullah 2013).

3.0 Research methodology
The prime objective of the study is to explore 
the current scenario of green banking practices 
among Private Commercial Banks (PCBs) and State 
Owned Commercial Banks (SOCs) in Bangladesh. 
This study is basically based on secondary data and 
extensive literature review. The secondary data 
has been collected from internet, annual reports 
of private commercial banks and state owned 
commercial banks, Bangladesh Bank annual reports 
and reviews etc. Beside these, different journals, 
articles, newspapers and, working papers have 
been pursued to enrich the literature of the study.  
The population of the study is the whole banking 
industry in Bangladesh. The sample size of the study 
is six private commercial banks (POCs) and six state 
owned commercial banks (SOCBs) which were 
chosen through convenient and purposive sampling 
technique. To find out various green banking practices 
nationally the websites of top banks have been 
utilized and studied. The study initially explored the 
Bangladesh Banks initiatives regarding green banking 
practices for Banks and Financial Institutions (FIs). 
It also tried to give a concrete picture of different 
green banking practices done by overall banking 
industry in Bangladesh from the year 2014-2017. 
The study provided a comparison on green banking 
practices of top  six  private commercial banks 
(POCs) such as (DBBL, Bank Asia, IBBL, SIBL, IFIC, 
ABBL) with six state owned commercial banks 
(SOCBs) such as (Sonali Bank Ltd., Janata, Agrani, 
Rupali, BDBL, Basic Bank). Published data has been 
collected through an intensive desk research. The 
collected data were analyzed and a comparison were 
made among private commercial banks and state 
owned commercial banks  regarding the progress 
and adequacy of green banking activities existing 
in banking sectors of Bangladesh. For analysis and 
summarizing of data simple statistical tools such as 
Microsoft office package specially MS-excel have 
been used. 

4.0 Findings and Discussion
4.1 A brief picture of Bangladesh Banks 
initiatives regarding green banking practices 
for Banks and Financial Institutions (FIs)
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Table-01: Bangladesh Bank Initiatives

Incorporation year Initiatives for banks and Financial institution

Circular 01/2011 Environmental Risk Management Guidelines for banks and FIs

Circular 02/2011 Policy guidelines for Green Banking for Banks

In 2012 Introduced a uniform reporting format for reporting green banking activities in a structured 
manner for banks

In 2012 “Financing Brick Kiln Efficiency Improvement Project”, was established in BB supported by 
ADB with a view to building environment friendly brick fields

In 2013 ‘Policy Guidelines for Green Banking’ to the FIs

Circular 04/2014 Minimum target of direct green finance is set at 5 percent of the total loan disbursement/ 
investment from January 2016

In September 2014 BB introduced a refinance scheme funded by liquidity of Shariah based banks and FIs for direct 
green finance of the said banks and FIs

Circular 04/2015 Banks and FIs shall allocate at least 10 percent of their Corporate Social Responsibility budget 
for Climate Risk Fund & at a reduced rate of interest.

Circular 18/2015 An Environmental and Social Management Framework (ESMF) has been developed to ensure 
the sustainability of financing the Financial Sector Support Project (FSSP) financed by the Inter-
national Development Association (IDA)

In 2016 BB has announced its intention to create Green Transformation Fund (GTF)

In 2016 GTF fund will be used to transformation of green economy in the country 

Circular 01/2016 Banks and FIs have been instructed to set up Solid Waste Management System, Rainwater Har-
vesting and Solar Power Panel in their newly constructed or arranged building infrastructure

Circular  03/2016 All the banks & FIs must ensure the establishment and activeness of Effluent Treatment Plant 
(ETP) during financing to all possible clients 

Circular 04/2016 Incorporated the evaluation of Environmental and Social Risks in the process of Credit Risk 
Management

Circular 02/2017 Guidelines on ESRM for Banks and Financial Institutions in Bangladesh along with an Ex-
cel-based Risk Rating Model have been issued.

Circular 03/2017. The green product line has been enhanced to 51 under 08 categories.

Circular 04/2017 a comprehensive list of product/initiatives of Green Finance for banks and FIs has been circu-
lated in September 2017

Circular 01/2018 A new uniform reporting format of Quarterly Review Report on Green Banking Activities has 
been circulated for Banks & FIs in January 2018

Source : Quarterly Review Report on Green Banking Activities of Banks & Financial Institutions and Green Refinance Activities of Bangladesh Bank, April-

June, 2018

4.2 Policy Formulation and Governance
All scheduled banks have formed their own Green Banking Policy Guidelines except Shimanto Bank Ltd. 
All scheduled banks have formed their own Green Office Guide. All the FIs except Lankan Alliance Finance 
Ltd (Scheduled from June 20, 2017 through DFIM Circular no 03/2017) have also formed their own Green 
Banking Policy Guidelines (Bank B.2018).  

4.2.1 Green Governance

Table 2 show that in response to the policy circular of BB, 56 banks and 34 FIs of the country formulated 
environmental policies; created their own guide of green activities of the bank and all scheduled bank and FIs 
formed Sustainable unite abolishing the green banking and CSR unit as of June 2018. The finding shows that 
BB’s initiatives have brought remarkable change in the awareness and approach of banking and FIs.

Table-02: Green governance

Banks/FIs
Policy Formulation

Formation Of green 
office guide

Formation of Sustainable 
unit

No of Banks/FIs No of Banks/FIs No of Banks/FIs

SOCBs 6 6 6

SDBs 2 2 2
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PCBs 39 39 40

FCBs 9 9 9

FIs 33 33 34

Total 89 89 91

Source : Quarterly Review Report on Green Banking Activities, April-June, 2018, Bangladesh Bank

4.3 Utilization of Fund for Green Banking Activities

Chart 1 : comparative green fund utilization

Source : Review of Green Banking Activities of Banks & FI of Bangladesh, Bangladesh Bank July-September, (2014-2017).

Total amount of utilization from green fund was BDT 139,745.64 million within PCBs contribute 74.65% in 
the FY17 (July -sept). In the green fund utilization PCBs contribute 76.72%, 76.03% and 78.71% respectively 
in FY16, FY15 and FY14. PCBs show a bit upward trend in utilizing green fund. Whereas all other banks and 
FIs quarterly shift from 2014(July-Sept) to 2017(July-Sept) evidences a downward in case of utilization green 
fund. 

4.3.1 Green Finance trend (a sector wise contribution)

Chart 2: Green Finance trend

Source : Sustainable finance department, Bangladesh bank.

Total green finance in FY17, BDT 548616.6 (million) by 50 banks and FIs within which PCBs contribute 77.7% 
(425944.5). Sector wise contribution from 2014(july-sept) to 2017(july-sept) of the total green finance shows 
that the PCBs played the main role in 2017 77.7% followed by FCBs 18.5%, FIs 2.5% .In FY16 80.40% and 
consecutively 78.60%, 78.2% in 2015 and 2014.   PCBs financing provide a bit downward picture in 2017 but 
comparatively better than other banks and FIs. This chart represents that from the early year of GB practice 
PCBs moving toward going green.
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4.4 Environmental Risk Rating (ERR)
Environmental Risk can be regarded as a facilitated element of credit risk because of its connectivity with 
environmental condition and climate change. ERR is applicable for the projects as well as the credit facility 
that fall above the threshold limit. All bank have conducted ERR in FY17 (Excluding Shimanto Bank Ltd). Total 
amount of BDT 1312592.17 million disbursed in 17201 rated projects out of 19843 rated projects in FY17 .

Table-03 : ERR activities of Banks/FIs

Type of Bank/FI No. of Projects Rated
No. of Rated Projects 

Financed

Amount disbursed in 
Rated projects (in million 

taka)

SOCBs (06) 378 250 8,853

SDBs (02) 0 2 514

PCBs (39) 18,244 15,342 1,242,745

FCBs (09) 549 470 36,623

Total 19,171 16,064 1,288,734.33

FIs (33) 672 1,137 23,857.84

Grand Total 19,843 17,201 1,312,592.17

Source : Sustainable finance department, BB.(July-September) 2017

4.4.1 Yearly comparison of Environmental Risk Rating

                          Chart 3: Projects Rated                                            Chart 4: Projects Financed 

   Source : Sustainable finance department, BB. July-September, (2017-2014)

4.5 Paperless banking and Energy Efficiency (green service)
Paperless banking such as online banking, internet banking, mobile banking, ATM banking, etc., plays crucial 
role in promoting GB. Saving paper means saving trees, costs, and avoiding carbon footprint, saving the planet 
and improving profit. Table ...shows that although 56 Banks out of 57 have at least one online branch and 46 
banks have introduced internet banking facility up to June, 2018. Steady situation 87.35% has been observed 
in the expansion of online branches. Internet banking facility has also been observed a steady condition 
2.19%.PCBs played a key role in automation toward green banking ,followed by FCBs. SOCBs have a strong 
point that they have wide range of branches cover across the country and most of them are online branches. 
On the other hand they are in lag in the context of no. accounts facilitated with internet banking and using 
internet banking (0.00%).

Table-04 : Automation toward Green Banking

Automation toward Green Banking

Type of Bank/FI No. of Total 
Branches 

No. of Branch-
es (online 
coverage) 

% of Online 
Branches 

No. of Total 
Accounts 

No. of 
Accounts 
facilitated 

with Internet 
Banking 

% of Accounts 
using Internet 

Banking 

SOCBs (06) 3696 3,670 99.30% 38,278,290 0 0.00% 
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SDBs (02) 1412 335 23.73% 11,966,273 0 0.00% 

PCBs (40) 4882 4,713.00 96.54% 47,055,459 1,963,551 4.17% 

FCBs (09) 68 68 100.00% 379,460 170,948 45.05% 

Grand Total 10,058 8,786 87.35% 97,679,482 2,134,499 2.19%

Source : Sustainable finance department, BB (April-June, 2018)

Table-05 :  Internet and Mobile/SMS Banking (on September 30, 2017)

Internet and Mobile/SMS Banking (on September 30, 2017)

Type of Bank No. of Total Ac-
counts 

No. of Accounts 
facilitated with 
Internet Banking 

% of Accounts 
facilitated with 
Internet Banking 

No. of Accounts 
facilitated with 
Mobile/SMS 
Banking 

% of Accounts 
facilitated with 
Mobile/SMS 
Banking 

SOCBs (06) 42,019,517 61 0.00% 194,934 0.46% 

SDBs (02) 13,273,628 0 0.00% 0 0.00% 

PCBs (40) 43,333,650 1,809,907 4.18% 18,175,399 41.94% 

FCBs (09) 421,173 186,512 44.28% 207,294 49.22% 

Grand Total 99,047,968 1,996,480 2.02% 18,577,627 18.76%

Source : Sustainable finance department, BB (April-June, 2017)

In promoting GB practices major focus on automation to reduce the carbon footprint, so considering on 
that PCBs approaches to GB are more steps forward compared to other banks and FIs. Table … shows that 
green services that is Internet Banking, Mobile/SMS banking accounts facilitated most by FCBs (44.28% & 
49.22%) followed by PCBs (4.18% & 41.94%) and almost 0.0% in SOCBs and SDBs. SOCBs almost 100% 
branches are online branches but facilitated account 0.00%. Total number of accounts holder (42,019,517) 
are comparatively higher than other banks and FIs within which a little bit accounts are facilitated with SMS/
Mobile Banking and Internet Banking. From these evidences it can be conclude that SOCBs a have strong 
policy and structure but less implementation toward GB practice .Whereas FCBs and PCBs are considered as 
pioneer in Internet and Mobile/SMS Banking. They try to provide continuous GB services and their customers 
are aware about their services evidence support that so, considering no. of Accounts facilitated with Internet 
Banking and Mobile/SMS Banking.

4.5.1 Energy efficiency in house environment management

Table-06: Energy efficiency in house environment management

 Type of Bank/FI No. of Branches
No. of branches 

powered by Solar 
Energy

No. of ATM Booths
No. of ATM Booths 
powered by Solar 

Energy

SOCBs (06) 3696 71 204 2 

SDBs (02) 1412 5 6 0 

PCBs (40) 4882 461 6265 96 

FCBs (09) 68 6 145 5 

Total 10058 543 6620 103 

FIs (34) 264 3 - - 

Grand Total 10322 546 6620 103

Source : Sustainable finance department, BB(April-June, 2018)

Green Banking policy has pursued the banks to establish branches powered by solar energy stood at 546 at 
the middle of the FY18 compared to the number of 500 at the end of FY17. No of ATM booths powered by 
solar powered by solar energy 103 at the middle of the FY18. PCBs provide the large amount of ATM services 
through the 6250 ATM Booths and 96 of them are powered by solar energy. SOCBs have less ATM booths 
and solar power branches and ATMs considering the number of branches in the context of PCBs.
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4.6 Training, Development and Awareness
All the banks in the country have some sort of training arrangement for their employees. Most of the bank 
training institutes offer at least one session on GB in their training courses. However, banks mostly rely on 
BIBM and BBTA for educating their employees. The awareness of GB is still limited in the head offices of the 
banks; most of the bankers in the rural areas do not have a clear understanding of the concept of GB. A few 
banks have initiatives for awareness development of consumers as well.

4.7 Green Banking practices in Private Commercial Banks operating in Bangladesh
Top Six (06) Private Commercial Banks (PCBs) are selected purposively among top twenty (20) banks in 
green service ranked by Bangladesh bank.

Table-07: PCBs green service facility and infrastructure

Particulars DBBL Bank Asia IBBL SIBL IFIC ABBL

Online Banking 
Facilities

All 184 branch-
es are online 

branches.

All 127 branch-
es are online 
and installed 
solar panel in 

its 11 branches. 

All 341 branch-
es are online 

branches

All 155 branch-
es are online

120 branches 
within 141 

branches are 
online.

All 105 branch-
es are online

ATMs Services  Largest ATM 
network com-
prising 4,672 

own ATMs and 
within 57 are 

solar powered. 
Introduced Fast 
Tracks (FT) for 
the first time 
in the country. 

DBBL have 
780 Fast Track 
in the end of 

2017.

132 own 
ATMs,63%  

transactions 
are done 

through ATMs

621 own ATMs 
ATM card reg-
istering growth 
14.32% which 

is 10.66% more 
than previous 

year.

77 own ATMs, 
4047 accounts 

facilitated 
with internet 

banking

54 own ATM 
Booths.

277  own ATMs 
, 3598 thousand 

transactions 
are done 

through ATMs

SMS/Mobile /In-
ternet Banking  

Facilities

Mobile Banking 
customers 

14,116,480, in-
crease 37.05% 
compared to 
2016. 18,426 
POS Transac-

tion

79%accounts 
facilitated with 
Mobile/SMS-
Banking, 13% 

are with Inter-
net Banking. 
212,977 cus-

tomers getting 
E-statement

Introduced 
mCash ser-

vice,4 million 
clients have 

been registered 
in SMS Banking

 15911 ac-
counts facilitat-
ed with Mobile/

SMS banking

Q-Cash Mem-
ber Banks. POS 
installed was 
185 of which 
95 merchant 
POS and 90 
Branch POS.

277 corer taka 
POS Transac-

tion

Apps develop-
ment

Introduced 
‘Rocket’App

Introduced 
“Bank Asia 

SMART APP”. 
Introduced 

Office Automa-
tion App “My 

Family”

Introduced 
mobile app 
“ismart”.

Introduced mo-
bile app “SIBL 

NOW”

 No such 
information has 

been found

 Introduce mo-
bile App “AB 

Direct”.

Financing for 
training on 

green banking 
and sustainable 
development

Tk.8.72 million 
for marketing, 
training and 

capacity build-
ing in respect 
of sustainable 
development 

issue.

No such 
information has 

been found

 607 green 
training pro-

grams arranged.

4 Programs 
Exclusively 

conducted for 
Green Banking

Conducted 
5 training 

program on 
“Green Bank-
ing Practices 

of Commercial 
Banks”

No such 
information has 

been found
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Green Financ-
ing for green 

and eco-friend-
ly projects

Direct & 
Indirect 

Green Finance 
Tk.26,980.
44million

Financed Tk. 
26.80 million in 
14 energy effi-
ciency projects. 
Tk.425million 
(approx) more 
than 1,13,257 
transactions 
have done 

through Bank 
Asia SMART 

APP.

 Indirect green 
(BDT 112200 
million) invest-
ments have the 
largest budget 
followed by 
direct green 
(BDT 27068 

million) invest-
ment. 2450 

corer taka are 
handled by 

IBBL iBanking 
system

Total Green 
Finance 

(Disbursed) 
51,482.34 

provied BDT 
30.03 million 

loan for setting 
up of Solar 

Home Systems 
and benefited 
around 650 
households 

51,482.34pro-
vided BDT 

30.03 million

No such 
information has 

been found

No such 
information has 

been found

Source :  Annual report of 2017 of respective banks

Within top Six (6) banks Ranked by Bangladesh Bank, IBBL has the largest Branch network and DBBL 
has the largest ATM network. Banks are maintaining upward trend toward green banking service. All top 6 
banks are done their transaction above 50% through ATMs, continually increased Mobile/SMS and internet 
banking users, providing customers E-statements to reduce using paper, increased issuing rate of ATM card. 
Indirect green finance took major concern than direct and most importantly Banks are continually arranging 
green training program for their employees. IBBL hold the leading position in improving green awareness 
among their employees by arranging 607 training program in green banking to provide quality service to 
the customers. Most the banks except IFIC bank have introduced mobile banking app to stimulate the green 
banking service. Customers are aware and positive toward green banking by considering all those initiative 
and upward trend to green services provided by the aforementioned banks. 

4.8 Green Banking practices in State Owned Commercial Banks (SOCBs) operating in Bangladesh

Table-08: SOCBs green service facility and infrastructure

Particulars Sonali Bank 
Ltd

Janata Bank 
Ltd

Basic Bank 
Ltd

Rupali Bank 
Ltd

BDBL Agrani Bank 
Ltd

Online Banking 
Facilities

All 1209  do-
mestic branch 
are online and 
36 of them are 

powered by 
solar energy

All 912 branch-
es are online.

All 68 branches 
are online. 

All 563 branch-
es are online

All 44 branches 
are online. 

All branches 
(943) are 
online.

ATMs Services 
and SMS/Mo-
bile Banking 

Facilities

 103 own ATMs 
booths within 2 
are solar pow-
ered. 206637 
accounts are 

facilitated with 
SMS/Mobile 

Banking. 

54 of its own 
ATMs and have 
the privilege to 
use more than 
6,000 Point of 
Sales (POS).

16 own 
ATM booths. 

Customers are 
served under 

Q-Cash shared 
ATM/POS 
Network

 4 own ATM Compliance 
with green 

banking guide-
line except 

,  Introducing 
green product 
and introducing 
green market-
ing and setting 

up green 
branches.

35 owned ATM

Financing for 
eco-friendly 

projects

406 Projects 
are  Rat-

ed(ERR) and 
financed 

 financed 250 
eco-friendly 

business proj-
ects

Assessed envi-
ronmental risk 
rating of 563 

projects,  

Green financing 
project fund 
rose to tk 

449.59 in 2017 
against tk 421 
core in 2016

 Allocation and 
utilization of 
GB funds are 

so low. 

Allocation and 
utilization of 
GB funds are 

so low
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Green projects 
financing

Directly 
financed Tk. 

40.00 million in 
green projects.

Green budget 
BDT 4300 

million has al-
located for the 

year 2018.

 Business 
ventures 

amounting 
taka 23,734.93 

million

Actual amount 
has not been 

found

Actual amount 
has not been 

found

Actual amount 
has not been 

found

Training on 
green banking 
and sustainable 

finance

166 Partic-
ipants have 
participated 
in different 

sustainability 
related training 

program.

 JBL is a 
member of 

the country’s 
largest network 
comprised of 

29 banks. 

 Actual data has 
not been found

Introduced 
“Sure cash” 
service and 
it has more 

than 119.50 lac 
clients 

 Actual data has 
not been found

470 trainees 
have been 

trained up in 
regards Green 
Awareness and 

Training.

Source : Annual report of 2017 of respective banks

SOCBs have a strong side that they are holding the strong branch coverage across the country. Sonali Bank 
Ltd has the largest Branch network along with the own ATM within SOCBs. Their great movement toward 
green banking are green finance and ERR (environmental risk rating) projects financing. SOCBs have largest 
budget but allocation and utilization of fund are so limited. In green service concerns, SOCBs attempts are 
belongs at downward. Within SOCBs, BDBL only the bank which is e unable to introduce green products and 
setting up green branches. One of the significant endeavors within SOCBs, Rupali Bank introduced “Sure cash” 
service in considering green service otherwise there are no remarkable movement. In consideration of ATM 
service, Mobile/SMS and Internet Banking service, POS transaction, green training program and introduction 
of banking mobile banking & APPs development, SOCBs have been presenting their position as weak in green 
service. So, it can be said that even the banks have adequate budget and facility,  lack of implementation of 
green service policy imposed by Bangladesh Bank,  customers of SOCBs are mostly dissatisfied and have not 
got proper green banking service yet.  

6.0 Conclusion
It is observed from the above study that green initiatives like use of solar powered, online banking, sms/ 
mobile banking, i-banking, atms, conducting workshops and seminars for green banking,  bonds and mutual 
funds meant for environmental investments, cash deposit System, green projects financing, loan application 
through online are mostly used in private commercial Banks in Bangladesh. In another sense it can be said 
that account holders of private commercial banks are being privileged by this opportunities.  In opposite 
direction though  state owned commercial banks have strong infrastructure and large amount of capital, the 
account holders of those banks are not being enough privileged by green services. Now the customers are 
well aware and mostly prone to sophisticated services provided by banking sectors. Policy makers especially 
the authority of state owned commercial banks should ensure prompt and adequate green services to their 
customers.  

References
Ahmad, Zayed, et al. (2013), “factors behind the adoption of green banking by Bangladeshi commercial banks.” ASA University Review 7(2). Bangladesh.

Annual report of  Dutch Bangla Bank Limited(2014-2017)

Annual report of Islami Bank Bangladesh Ltd.(2014-2017)

Annual report of Social Islami Bank Ltd(2014-2017)

Annual report of International Finance Investment and Commerce Bank Limited(IFIC),2014-2017

Annual report of Arab Bangladesh Bank(2014-2017)

Annual report of Bangladesh Development Bank Limited(2014-2017)

Annual report of Sonali Bank Limited (2014-2017)

Annual report of Bank Asia (2014-2017) 

45 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-04, JULY-AUGUST 2019



Annual report of Janata Bank limited (2014-2017)

Annual report of Agrani Bank Limited (2014-2017)

Annual report of Rupali Bank Limited (2014-2017)

Annual report of Basic Bank Limited (2014-2017)

Business Economics and Management 2(2): 176-185.

Bai, Y. (2011). “Financing a green future.” Lund, Sweden. 

Bank, B. (2011). “Policy guidelines for green banking.” Dhaka, Bangladesh: 

Banking Regulation & Policy Department. 

Bank, B. (2018). “Quarterly Review Report on Green Banking Activities of 

Banks & Financial Institutions and Green Refinance Activities of Bangladesh 

Bank.” Dhaka, Bangladesh: Sustainable Finance Department.

Biswas, N. (2011). “Sustainable Green Banking approach: The need of the hour.” 

Business Spectrum 1(1): 32-38. 

Chang, N.-J. et.el (2010), “ green product quality, green customer satisfaction, 

green corporate image, and green customer loyalty.” African Journal of 

Business Management 4(13): 2836. 

Islam, M. S., et el. (2013). “green banking practices in Bangladesh.” IOSR,  Journal 

of Business and Management 8(3): 39-44. 

Millat, K. M., et al. (2013). Green Banking in Bangladesh: fostering environmentally 

sustainable inclusive growth process, Department of communications and 

publications, Bangladesh Bank. 

Putri, N. T., et al. (2017). “customer knowledge and awareness on green banking 

at Indonesian Public Banks”. Proceedings of the International Multi Conference 

of Engineers and Computer Scientists. 

Rahman, A. (2012). “Financial services at people’s doorstep.” Bank Parikrama. 

Rahman, Ahsan., et al. (2013). “Green Banking prospects in Bangladesh.” 

Sharma, N., et al. (2014). “A Study on Customers Awareness On Green Banking 

Initiatives in Selected Public & Private Sector Banks With Special reference to 

Mumbai.” IOSR Journal of Economics & Finance: 28-35.

Sustainable finance department, Bangladesh Bank (July-September, 2017).

Ullah, M. M. (2013). “green banking in Bangladesh- A comparative analysis.” 

World Review of Business Research 3(4): 74-83. 

Quarterly Review Report on Green Banking Activities of Banks & Financial 

Institutions and Green Refinance Activities of Bangladesh Bank, April-June, 

2018

Acronyms

DBBL : Dutch Bangla Bank Limited

IBBL   : Islami Bank Bangladesh Ltd.

SIBL   : Social Islami Bank Ltd

IFIC  : International Finance Investment and Commerce 

Bank Limited 

ABBL :  Arab Bangladesh Bank

BDBL : Bangladesh Development Bank Limited

 

Green Banking has been defined as means

promoting paperless workplace, environmental-

friendly practices and of course reducing carbon

footprint from banking practices. The main objective

of Green Banking is to ensure the use of

organizational resources in favor of

environment and society.
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Abstract
The research investigates the growth and contribution of Ready-Made Garment (RMG) sector of Bangladesh. 
In doing so, author has taken data from Bangladesh Garment Manufacturers and Exporters Association 
(BGMEA) website and conducted some structured interviews at various levels of people associated to the 
sector as well. After analyzing the information found in both secondary data source and primary source, the 
author has concluded that the sector is growing rapidly though some hindrances are being faced at a regular 
interval. The study recommends government and other regulatory authorities to take necessary steps for the 
protection and further development of this sector. Finally, the study expects playing crucial role in creating 
consciousness among the stakeholders about the sector and its contribution to the economic development 
of Bangladesh.

Keywords : RMG, Growth, Contribution, Qualitative and Quantitative Research, Bangladesh.

1.0 Introduction
About 30 million people of Bangladesh are engaged with the RMG sector directly or indirectly. This sector 
helps in creating employment, reducing poverty and empowering rural women. Though the primary stage of 
the sector was not bright enough, nowadays it is flourishing very rapidly. 

The research is based on a developing country like Bangladesh as it has specialization in the area of garments 
sector. There are scarcity of research on the growth and contribution of Bangladeshi RMG sector encompassing 
both qualitative and quantitative research perspectives. Prior researches only focused either on qualitative 
perspective or quantitative perspective. The most lucrative sector of the country is garments industry. Since 
the sector contributes 80% of the national GDP(Manik & Bajaj, With Lower Garment-Industry Wages’, 
Bangladesh Moves in on China, 2010)and employs 3.5 million people among them 85% are women (BGMEA, 
2010), it logically demands research on the growth and contribution of this sector to the national economy 
as most of the investors are concerned about the issue(Kamal & Deegan, 2011). However, previous literatures 
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also reveal lots of negative issues regarding child 
labor, human rights abuse, accidents and deaths due 
to lack of safety measures of this sector (Islam & 
Deegan, 2008). 

The structures of the paper are as follows. Research 
objectives are described in section 2. Then, a summary 
of Bangladeshi garments sector has been provided 
in section 3. After this, prior literatures have been 
stated in section 4. Following this, research methods 
are explained in section 5. At the end, results are 
analyzed in section 6 and concluding remarks have 
been given in section 7.

2.0 Research Objectives
The primary objective of the paper is to give a 
clear idea about the growth and contribution of the 
Ready-Made Garments sector of Bangladesh. The 
specific research objectives are:

a) Determining the contribution and potentials of 
the Ready-Made Garments sector to the overall 
economy of the country.

b) Understanding the competitiveness and 
challenges of the Ready-Made Garments sector 
of Bangladesh.

3.0 RMG sector of Bangladesh
In the financial year 2013-14, this sector earned 
almost US$ 24.5 billion from export which is the 80 
percent of overall export earnings of that financial 
year. In that time, the sector employed about 4.2 
million people among them 80% were female. 
Bangladesh is now at the take-off stage towards 
graduating from Least Developed Country. It has 
set the vision of economic, social and technological 
improvement by 2021. RMG sector of the country 
also set an aim to increase production and export 
about US$ 50 billion by 2021. To attain this target, 
skilled and trained man power is needed. RMG 
workers and agents should get incentives in this 
regard (ActionAid Bangladesh, 2016). 

Wal- Mart, K-Mart, Reebok, Nike, Gap, Tesco, Zara, Li 
& Fung, H& M are the major popular Multi National 
Company customers of Bangladesh from Europe, 
USA and other developed countries. The country 
has relatively lower labor cost compared to others 
countries (Doshi, 2006). The country has the highest 
amount garment export among the developing 
nations after China and Turkey (Kamal & Deegan, 
2011). As Corporate Social Responsibility has 

become an important issue regarding outsourcing 
since 1990, Bangladesh has utilized the opportunity 
in this regard (Linfei & Qingliang, 2009).

4.0 Prior Research
As Bangladesh has the advantage of producing 
RMG items at lower labor cost in the world, it 
specializes in the production of low cost RMG 
items. The specialized organizations will ensure 
strict compliance with building standards and run 
regular inspection programs. This sector now 
becomes one of the largest contributors of the 
economy of Bangladesh. Cheap labor, enough skill 
and development in the supportive sectors attract 
the world-famous brands like H & M, Zara, Macy’s, 
Wal-Mart etc., (Khan, 2016). 

The Ready-Made Garments sector of Bangladesh has 
observed a remarkable growth since its beginning. 
RMG export industries’ annual compound growth 
rate in Indonesia (31.2%), Mauritius (23.8%) and 
Dominican Republic (21.1%) in comparison to that 
of Bangladesh(81.3%) over the 1980-87 periods. 
About 78% Bangladesh’s export earnings comes 
from garments sector. This sector has greater 
potential than any other sectors of Bangladesh in 
comparison of employment and foreign earnings. 
It also contributes in the reduction of poverty 
(Chowdhury & Islam, 2015). 

After a long struggle, garment employees achieved 
their minimum wage structure. This sector needs 
to be free from all types of anarchy and unrest. 
Authority should ensure mutual understanding, win-
win situation, proper work environment, job security 
and accurate compensation package. Balanced 
progress of a country depends on proper utilization 
of its resources and managing human resources 
effectively. There should be a good balance between 
worker’s demand and industries return (Azad, 2014).

Though there are many of good news, every year 
many garments workers of Bangladesh die due to 
lack of safety measures and fire accidents. From 
1990, around 700 garments workers died because of 
the fire accidents in different factories of the country 
(Pramual, 2010). This kind of loss of lives depicts the 
unpreparedness of the garment factories regarding 
fire accidents (Birchall & Kazmin, 2010).  Labor laws 
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and factories act must be maintained by the garments industries for safety issue. Besides, ILO convention 
provides details safety guidelines for the garment industry worldwide (Kamal & Deegan, 2011).

5.0 Research method
This research is based on both secondary and primary data. The author was guided by both qualitative and 
quantitative research here. For quantitative analysis, the secondary data of membership and employment, 
export of RMG and total export of Bangladesh, main apparel export items from Bangladesh, value of total 
apparel export, Bangladesh’s RMG export to European Union, Bangladesh’s RMG export to non-traditional 
market are collected from BGMEA website. Then the data were analyzed in MS excel and STATA software for 
the presentation of descriptive statistics. For qualitative analysis, primary data were collected from interviews. 
The interview program was conducted within the Dhaka district. Author conducted 20 interviews with 
various stakeholders of RMG sector. Different interviews of stakeholders like specialists, owner, executives 
and workers of RMG sector were conducted to make the research more reflective to the real scenario. He 
spent more than 3 weeks to collect information from the interviewees. Potentiality of the sector, contribution 
to the national economy, advantages and disadvantages, future challenges, climate change and carbon emission 
problems were the key issues discussed during the interviews.

6.0 Findings

6.1. Quantitative Analysis
6.1.1 Membership and Employment

Table-1: Descriptive Statistics of Membership and Employment  

N Minimum Maximum Mean

NUMBER_OF_GARMENT_FACTORIES 32 384 5876 3022.22

EMPLOYMENT_IN_MILLION_WORKERS 32 .12 4.00 1.8834

Valid N (list wise) 32

Source : Calculated by Author based on data available at (Bangladesh Garment Manufacturers and Exporters Association, 2017)

Table-1 shows the statistical analysis of the membership and employment of Bangladeshi RMG sector from 
financial year 1984-85 to financial year 2015-16. This result indicates that the both the number of garment 
factories and workers have been increased rapidly throughout the last 3decades.

6.1.2 Export of RMG vs. Total Export of Bangladesh

Table-2: Descriptive Statistics of Export of RMG and Total Export of Bangladesh  

N Minimum Maximum Mean
EXPORT_OF_RMG_in_million_US$ 33 31.57 28094.16 7.3575E3
TOTAL_EXPORT_OF_BANGLADESH_in_million_US$ 33 811.00 34257.18 9.6505E3
Percentage_OF_RMG’S_TO_TOTAL_EXPORT 33 3.89 82.01 62.3679
Valid N (list wise) 33

Source : Calculated by Author based on (Bangladesh Garment Manufacturers and Exporters Association, 2017)

Table-2 describes the statistical analysis of export of RMG and total export of Bangladesh. There are 33 
observations from financial year 1983-84 to 2015-16. The contribution of RMG sector to the national export 
is about 82.01% and still it is increasing day by day.
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6.1.3 Main Apparel Export Items

Table-3 : Descriptive Statistics of Main Apparel Export items from Bangladesh  
 

N Minimum Maximum Sum Mean

Shirts_in_Million_US$ 23 760 2317 28268 1229.05

Trousers_in_Million_US$ 23 81 6319 51342 2232.25

Jackets_in_Million_US$ 23 127 3774 26210 1139.58

T_Shirt_in_Million_US$ 23 226 6119 52405 2278.46

Sweater_in_Million_US$ 21 70 3182 28057 1336.03

Valid N (list wise) 21

Source : Calculated by Author based on (Bangladesh Garment Manufacturers and Exporters Association, 2017)

Table-3 describes the statistical analysis of the main apparel export items from Bangladesh. Total observations 
for sweater are 21 and shirt, trouser, jacket, t-shirt are 23 each from financial year 1993-94 to financial year 
2015-16. Among them, trousers and t-shirts have generated most of the export revenue for this sector.

Table-4 : Descriptive Statistics of the Value of Total Apparel Export 
  

N Minimum Maximum Sum Mean

Woven_in_Million_US$ 24 1240 14739 129510 5396.25

Knit_in_Million_US$ 24 205 13355 109132 4547.17

Total_in_Million_US$ 24 1445 28094 238642 9943.42

Valid N (list wise) 24

Source : Calculated by Author based on (Bangladesh Garment Manufacturers and Exporters Association, 2017)

Table-4 indicates the statistical analysis of the value of total apparel export from financial year 1992-93 to 
financial year 2015-16. Woven items are contributing more to the total apparel export for the last 2 decades.

6.1.4 Bangladesh’s RMG Export to World

Table-5 : Descriptive Statistics of Bangladesh’s RMG Export to EU    

N Minimum Maximum Mean

FY 2015-16 (in millions) 27 1.03 4653.13 6.3531E2

Valid N (list wise) 27

Source : Calculated by Author based on (Bangladesh Garment Manufacturers and Exporters Association, 2017)

Table-5 shows the statistical analysis of Bangladesh’s RMG export to EU for the financial year 2015-16. There 
are 27 countries of EU used as observations. The lowest export was to Estonia and the highest export was to 
Germany during the FY. It also confirms that EU is the largest export market for Bangladeshi RMG products.

Table-6 : Descriptive Statistics of Bangladesh’s RMG Export to Non-Traditional Markets  

N Minimum Maximum Mean

FY 2015-16 (in millions) 12 45.89 1151.67 3.5979E2

Valid N (list wise) 12

Source : Calculated by Author based on (Bangladesh Garment Manufacturers and Exporters Association, 2017)
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Table-6 indicates the statistical analysis of Bangladesh’s RMG export to Non-Traditional market for the 
financial year 2015-16. The lowest export was to Chile and the highest export was to “other countries” of 
non-traditional market during the FY. It concludes that the growth of Bangladeshi RMG sector in increasing 
not only in the traditional market but also in non-traditional market.   

6.1.5 Threats

Table-7 : Competitiveness of RMG sector

Factors Bangladesh India Vietnam Pakistan

Minimum Wage $69 $71 $78 $79

Productivity 77% 92% 90% 88%

Bank Interest >16% 8% 13% 7% 

Source : (Islam M. S., 2015) 

From table-7, it is certain that Bangladeshi RMG sector lacks in productivity. This is because of unskilled labor 
force. Though the minimum wage rate is lower, the bank interest rate is higher in Bangladesh. If bank interest 
rate can be reduced, factory owners can put more money in this sector to ensure skilled labor, quality prod-
uct and sufficient wages to the workers. Thus, productivity can also be improved. 

Source : (Islam M. S., 2015)

Figure-1 shows that Bangladesh is the second-largest cotton importing countries in the world. This sector is 
highly depended on cotton which has to import from outside. If there is sudden problem of cotton shortage, 
the sector will have to face a lot of problems. This big problem for the Bangladeshi RMG sector is not to be 
self-sufficient in cotton production. 

6.2. Qualitative Analysis

6.2.1. Potentiality of the sector

All the interviewees agreed that the future of Bangladeshi Ready-Made Garments sector is very bright. 
Among them, interviewee #6 said, “Bangladesh produces 100% quality products, fulfills all the demands of the 
international buyers and has neat and clean work environment. These facilities will reach this sector at the 
peak of success very soon.” Interviewee #11 added, “As Bangladesh has the cheapest labor cost in producing 
garment products, it has the competitive advantages to expand rapidly.”  
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6.2.2. Contribution to the National Economy

Most of the interviewees stated that the 
contribution of RMG sector to the country’s 
economy is significant. Interviewee #13 added, 
“Rural economy is also being developed through 
the contribution of this sector.” Interviewee #19 
also added, “Most firms acknowledge three internal 
factors: favorable government policy, cheap labor 
force, entrepreneurial skills.”

6.2.3. Advantages and Disadvantages

Advantages and Disadvantages of Ready-Made 
Garments sector were thoroughly described by 
the interviewees. Interviewee #2 described, “Good 
productivity, quality, low price, proper health and 
safety compliance add value to this industry, while 
low payment, not timely payment to the workers and 
high bank interest rate create significant damage to 
this sector.” Interviewee #10 added, “Infrastructural 
and political problems are being confronted by 
most of the factories of Bangladesh.” According to 
interviewee #12, “Though cheap labor, availability of 
labor is the strength of this sector, it faces energy 
crisis also.” Interviewee #15 also added, “Domestic 
supply of raw material and diversified production 
has made this sector a great success story.” 

6.2.4. Challenges Ahead

Lots of challenges are coming ahead to this sector 
in Bangladesh. Interviewee #2 described, “Political 
violence and terrorism are the major challenges 
to this sector.” Interviewee #3 said, “In near future, 
our foreign buyers may switch to other countries. 
They may not be interested in direct buying from 
Bangladesh.” Interviewee #11 added, “Demand of 
the Ready-Made Garments sector of Bangladesh 
may be declined due to compliance issues in future. 
Macro-economic factors may also be affected 
here.” Interviewee #12 replied, “After 10-15 years, 
Bangladesh will shift from LDC. Then, it will be not 
eligible to get quota facilities. Compliance is another 
factor to be worried.” According to interviewee #13, 
“Huge competition is waiting for Bangladeshi Ready-
Made Garments sector. Poor work environment 
and demonstration of the workers will hurt this 
sector enough in near future.” Interviewee #15 also 
added, “Bangladeshi Ready-Made Garments sector 
is losing its trust in the foreign market for non-
compliance issues. Recent loss of GSP facility will 
damage this sector in any other ways.” Interviewee 
#20 also added, “Unrest among the workers, fire 

accident in a regular interval with huge damage, loss 
of employment if investment is lost are the major 
challenges coming ahead to this sector.”

6.2.5. Climate Change and Carbon Emission 
Issues

Climate change is a vital issue for the world nowadays. 
It causes different natural calamities almost every 
year. Most of the interviewees stated that the sector 
is not significantly responsible for climate change. 
Interviewee #2 described. “Only dying and washing 
factories are responsible for carbon emission not 
the whole garment industry.” 

7.0  Conclusion
This paper investigated the growth and contribution 
of Ready-Made Garments sector in Bangladesh. The 
understanding between the buyer and supplier is 
now better than before. At present, Bangladesh is 
the world-second largest apparel exporter. If the 
growth continues, within few years Bangladesh will 
be the world-largest apparel exporter. Workers’ 
unrest, political violence, lack of utility services, 
non-compliance issues, high interest of bank loans, 
increment of workers’ wage, terrorism, low price of 
RMG products, unavailability raw materials in home 
country are some of the problem of this sector. 
Proper guidelines of the regulatory authorities 
like BGMEA, BKMEA and government support is 
badly needed to reach the sector at the peak of 
the success. Good work environment and payment 
should be ensured to workers. Different financial 
and non-financial incentives should be given to their 
dependents also. The relationship between owner 
and worker should be developed. New market 
should be searched immediately before it’s too late. 
Hartal, political violence, workers’ unrest should be 
stopped. Fire safety instruments should be installed 
in every factory. Proper building code should be 
maintained. After doing all these things, we can hope 
to have a perfect Ready-Made Garments sector 
in Bangladesh which will lead the world garment 
industry one day. 
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Appendix-1: Interview Question
1. Is there any growth in the RMG sector of Bangladesh? If so, what is the 

trend now?   

2. What are the prospects of RMG sector in Bangladesh? What should be 
done to achieve those prospects?

3. What are the contributions of RMG sector to the economy of Bangladesh? 
How are they contributing?

4. What are strengths and weaknesses of RMG sector of Bangladesh?

5. What are the challenges coming ahead toward the RMG sector of 
Bangladesh? How to tackle those challenges?

6. Is the work environment of RMG sector is satisfactory in Bangladesh? If not, 
what are the measures should be taken to improve the work environment 
in the RMG sector of Bangladesh?

7. How much responsible the RMG sector of Bangladesh for climate change? 
What are the measures should be taken to reduce carbon emission? 

Appendix-2: List of Interviewees

#of Interviewee Occupation Interview Date

1 Entrepreneur (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

2 Manager (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

3 Manager (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

4 Worker (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

5 Worker (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

6 Worker (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

7 Manager (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

8 Manager (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

9 Manager (Pabna Knit Design Ltd., Pabna Knitting Ltd) 07-01-2017

10 Student, IER, University of Dhaka 07-01-2017

11 Lecturer, Dept. of Economics, DU 15-01-2017

12 Assistant Professor, Dept. of Economics, DU 18-01-2017

13 Lecturer, Dept. of Economics, DU 23-01-2017

14 Lecturer, Dept. of Economics, DU 23-01-2017

15 Student, Dept. of Economics, DU 23-01-2017

16 Student, Dept. of Economics, DU 23-01-2017

17 Manager, Dekko Group 26-01-2017

18 Manager, Dekko Group 26-01-2017

19 Manager, Multi National Company 30-01-2017

20 Student, Dept. of Economics, DU 31-01-2017
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Abstract :
The most debated issue in the field of finance is over the effect of dividend policy on market price per share. 
There are huge literatures for and against this wisdom. The current study has been undertaken aiming at 
evaluating the effect of dividend policy on market price of share in the context of Bangladesh. The study has 
covered secondary data and analyzed the data by employing descriptive statistics, correlation and multiple 
regression models. It has tested hypothesis by using F test. The study has found that the market price is more 
affected by dividend payout than retention. This dependency is significant at 1%. Finally, the paper concludes 
that the findings over the effect of dividend policy on market price supports the relevance theory of dividend 
policy.

Key words : Dividend policy, Market price per share, Earning per share

Introduction :
Forecasting is a real world challenge, especially in a stock market scenario where investors strive to allocate 
investment in optimal financial securities and time the execution of the transactions to maximize returns. 

Stock returns can depend on a variety of internal variables ranging from volume of trade, P/E (price earning) 
ratio, retained earnings, dividend payout ratio and external variables such as economic policies, political 
situations and state of global economy and even on investors’ psychology which is studied under the umbrella 
of behavioral finance.

Eugene Fama (1970), often called the father of modern finance, postulated a theory called ‘efficient market 
hypothesis’ where he classified stock market in to three broad forms: strong form, semi-strong form and 
weak form.

To understand the significance of our proposal to test predictability of stock returns, we need to understand 
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the above three forms. As per Fama, in a weak form 
market, it is not possible to gain in stock returns 
based on historical data. In a semi strong form 
market, an investor can only make profit from stock 
investment if he has access to all public and private 
information regarding the stock. Finally in a strong 
form market, stock price already reflects all publicly 
available information.   

Given our general understanding and observations, 
stock market crush of 1996 and 2011 have led us to 
safely assume that Dhaka Stock Exchange [referred 
to as DSE] is a weak form market where market 
information does not get reflected in stock prices. 
It creates room for price manipulation and makes it 
almost impossible for investors to gauge future price 
changes based on historical indicators. Therefore 
our study will test whether there exists a causal 
relationship between price changes and dividend per 
share (DPS) and Retained Earnings per Share (REPS). 

After the Modigliani-Miller (1961) paradigms on 
firms’ dividend policy and their market values, 
there have been considerable debates, both in 
theoretical and empirical researches on the nature 
of relationship that exists between a firm’s choice of 
dividend policy and its market value.

Debates have centered on whether 100% dividend 
payout ratio or 100% retention ratio or the mix of 
dividend payout and retention is optimal dividend 
decision that affect the value of the firm and 
shareholder’s return. Although, there have been 
substantial research efforts devoted by different 
scholars in determining what seems to be an optimal 
dividend policy for firms, yet there is no universally 
accepted theory throughout the literature 
explaining the dividend payout and retention choice 
of firms. But in the last decades, several theories 
have emerged explaining firm’s dividend policy and 
the resultant effects on their market values.

The economy of Bangladesh is characterized by 
different kinds of firms. So firms differ on sizes, 
registered or unregistered, ownership structure, 
listed or unlisted etc. So, dividend decision thereto 
differs from firm to firm. An optimal dividend 
decision is taken on some important criteria- 
shareholders’ return, growth of a firm, value of a 
firm, borrowing capacity, and regulatory landscape 
[Weston & Brigham, 1972; Brandt, 1972; Van Home, 
1976].   

Objectives of the study :
The main objective of the study is to assess the 
implication of dividend policy and ratio of retained 
earnings on share price of some selected listed 
companies in Bangladesh. At the end of the study we 
shall strive to shed lights on below objectives:

n To highlight the dividend policy of each industry: 

n To analyze the relationship between dividend 
policy and share Price: 

n To assess the relationship between retained 
earnings and share Price: 

n To evaluate the dependency of dividend per 
share and retained earnings on share price:

n To draw relevant inferences on the basis of 
analysis.

Hypotheses of the Study:
Hypothesis is the statement that shows the 
inferred relationship among different variables. 
These relationships can be tested using numerous 
statistical techniques. As per the objectives of the 
study, the following hypothesis was developed for 
testing: 

HO : There is no significant effect of dividend policy  
on share price 

HA : There is a significant effect of dividend policy 
on share price

Data and Methodology :
The Data:  
We have used weekly closing prices, annual 
dividend payout ratio and retained earnings of 7 
companies each from 4 different industries, namely, 
Engineering, Cement, Textile, and Pharmaceuticals 
& Chemicals industries. Time horizon of collected 
data ranges over approximately 3 years 2015 to 
2017. Data sources include Dhaka Stock Exchange 
[DSE] website, Bangladesh Securities and Exchange 
Commission [BSEC] and other financial literatures.
Weekly closing price is the price at which the stock 
price settles down at the end of each week’s trading 
hour. This is the dependent variable in our study.

Independent variables include dividend per share 
and retained earnings per share.

Methodology : 
Minitab and Excel have been used to process and 
analyze the data. Dependent and independent 
variables are analyzed by using correlation and linear 
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regression. We have also resorted to many different tools such as like regression analysis, F-test, multi-
collinearity etc. to estimate and interpret data. Regression analyses have been used to analyze the relationship 
of dividend policy with share price of companies. F-tests have been performed to test the statistical significance 
of the parameters at 1% level of significance. Multi-collinearity test has been used to assess inter correlation 
among the independent variables themselves. 

Definition of Variables :

Explanation of test parameters :

There are total 3 variables in this project. One of them is dependent variable and other two are independent 
variables. Market price per share is our dependent variable while we have taken Dividend per share (DPS) 
and Retained Earnings per Share (REPS) as independent variables.

Specification of the Models: 

The primary objective of the study is to test the effect of dividend policy on share price by using multiple 
regression analysis and least square estimation method. Assumption of the study includes: a) relationship 
between dependent and independent variables is linear, b) residual term to be normally distributed with 
zero expectation, not correlated with independent variables and have constant variance. According to these 
empirical models, the equation stands at:

MPPS  = β α ε
Where, 

MPPS = Market price per share 

DPS = Dividend per share 

REPS = Retained earnings per share 

ά  = Constant term of the model 

β = Coefficients of the model 

ε = Error term 

Dependent variables : Market price per share (MPPS) 

Independent variables: 

a) Dividend per share 

b) Retained earnings per share 

Table-1: Descriptive Information of Variables 

Descriptive Statistics N Minimum Maximum Mean Std. Deviation

DPS 140 .00 75.00 8.7017 14.16760

REPS 140 -159.54 202.02 12.6375 38.24242

MPPS 140 2.88 3365.00 402.2445 620.51918

Valid N (list wise) 140

The analysis will attempt to measure the inherent relationship between the variables and how each of the 
independent variables affect the prices of selected shares.

Findings and Analysis:

Dividend Payout Policy

The dividend payout policy of the some listed companies under different industries in Bangladesh is explained 
by the table-2.
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Table-2: Results Showing the Dividend Payout Ratio 

Year Engineering Cement Textile Pharmaceuticals 
and Chemicals

2005 0.334369 0.07571 0.54 0.6

2006 0.342143 0.128 0.4 1

2007 0.134143 0.085 0.054 0.53

2008 0.134286 0.20142 0.053 1

2009 0.103143 0.19285 0.6 0.82

Average .21 0.1366 0.3294 0.79

Standard deviation 0.118146 0.05876 0.262108 0.219545

Source :  The data are the summarized financial information of dividend payout ratio. [Note: DPR= DPS/EPS].

The dividend payout ratio is an important concept in finance literature. It is up to a company to decide 

whether it will pay out dividend at a low or high ratio. Low payout retains more equity than high payout and 

as a result, earnings, dividends and equity grow at a higher rate than that of high dividend payout. 

Low payout policy results in less current dividend payment, higher capital gains, more amount of retained 

earnings and most likely a higher market price per share. On the other hand, a high payout ratio could mean 

more current dividends and less retained earnings, which may lead to slow growth and lower market price 

per share. From the above table we can see that the average payout ratio is higher for pharmaceuticals 

industry compared to other industries. The average payout ratio is lower for cement industry compared 

to other industries. Another important finding to note is that earnings volatility is high in textile industry 

compared to rest of the industries in the table as the standard deviation of DPR of textile industry is higher 

than other industries. 

Relationship between Dividend per Share and Share Price:

The study has identified the magnitude of the relationship between dividend per share and share price. This 
relationship is shown by correlation coefficient matrix. Table-3 shows the correlation coefficient matrix.

Table-3: Correlations between DPS and MPSP 

DPS MPSP

DPS Pearson Correlation 1 0.856(**)

Sig. (2-tailed) 0.000

N 140 140

SP Pearson Correlation 0.856(**) 1

Sig. (2-tailed) 0.000

N 140 140

** Correlation is significant at the 0.01 level (2-tailed).

From the analysis of correlation coefficient the study has identified that the relationship between dividend 

per share and share price is positive because the correlation between DPS and MPPS is 0.856 and the result 

is significant at lower than 1% level of significance. The result supports the theory of relevance theory of 

dividend policy which means there is a significant positive relationship between dividend per share and 

market price per share. 

Dependency of Share Price on Dividend Policy :

The results of the regression analysis related to hypothesis drawn on shareholder’s return are presented by 
table-4:
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Table-4: Regression Analysis [Shareholder’s Return (EPS)]

Variables α and β Std. Error t-stat Level of sig. R2 (Adj. 
R2)

F-stat with 
(sig.)

VIF

MPPS 304.54 .763 (.759) 220.043 
(.000)

Constant(ά) 87.409 30.366 2.88 0.005

DPS(β1) 30.76 2.46 12.53 0.000 1.85

RE (β2) 3.73 .91 4.10 0.000 1.85

Source : The data are extracted and compiled from the results of statistical analysis of summarized financial information regarding MPPS, DPS and RE. 

From the above study regarding dividend policy on the share price, we have found that when the companies 
pay the dividend then the MPPS is increased by TK 30.76 because slope (β1) =30.76 and when the companies 
retains the earnings then the MPPS is increased by TK 3.73 because slope (β2) = 3.73. Both the constant 
and the coefficients are significant at less than 5% level of significance. The model developed for MPPS is 
strong enough because Coefficient of determination (R2) = 0.763. It can be said that the MPPS depends 
upon the dividend policy by 76.3% and other variables by 23.7%. The result of the model is not biased by 
the independent variables because adjusted coefficient of determination (AR2) =0.759 which is nearer to 
the value of R2 and less than 1. The multi-co linearity has been checked. The independent variables are not 
strongly correlated with each other because the value of variance inflation factor (VIF) is less than the upper 
limit of 10. But it is noteworthy that the sign of beta for the DPS and MPPS, & beta for REPS and MPPS are 
positive; meaning that if DPS is increased then the MPPS will be increased at an increasing rate and if REPS is 
increased then the MPPS will be increased at a decreasing rate. From the F test statistics there is no significant 
evidence to accept the null hypothesis. So, the study has found that there is a significant effect of dividend 
policy on Share price and the result supports the relevance theory of dividend policy.

Conclusion:
This study has investigated the relationship between dividend policy and market price per share. It is 
hypothesized that there is a significant effect of dividend policy on the share price. The regression model has 
shown that there is a positive relationship between the dividend per share, retained earnings per share and 
market price per share. The result has also indicated that highly payout industries have more MPPS than low 
payout industries. The study has proved that there is a significant effect of dividend policy on MPPS which 
supports the relevance theory of the dividend policy.   
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Stock returns can depend on a variety of internal variables

ranging from volume of trade, P/E (price earning) ratio,
retained earnings, dividend payout ratio and external 

variables such as economic policies, political situations
and state of global economy and even on

investors’ psychology which is studied
under the umbrella of behavioral finance.
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The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue, Mr. 
Mohammad Samsul Arefin ACMA (UK), CGMA, FCMA has taken the responsibility to update 
the reflection on some latest pronouncements by IASB in their website. 

Mr. Arefin has been working as Head of Internal Audit & Compliance in RAK Ceramics 
(Bangladesh) Limited. 

IFRS Update

Classification of Liabilities as Current 
or Non-current (Amendments to IAS 1) 
The International Accounting Standards Board 
met on 22 July 2019 to continue its discussion of 
comments on the Exposure Draft Classification 
of Liabilities, which proposes amendments to 
paragraphs 69–76 of IAS 1 Presentation of Financial 

Statements.

Liabilities with equity-settlement features 
Paragraph 69(d) of IAS 1 states that terms of a 
liability that could, at the option of the counterparty, 
result in its settlement by the issue of equity 
instruments do not affect its classification as current 
or non-current.

The Board tentatively decided to amend IAS 
1 to clarify that this statement applies only to 
a counterparty conversion option recognized 
separately from the liability as an equity component 
of a compound financial instrument. Any other term 
of a liability that could result in its settlement by the 
transfer of the entity’s own equity instruments does 
affect the classification of the liability as current or 
non-current.

Transition and early application
The Board tentatively decided to :
a) require an entity to apply the amendments 

retrospectively in accordance with IAS 
8 Accounting Policies, Changes in Accounting 
Estimates and Errors;

b) provide no exemption for an entity adopting IFRS 
Standards for the first time; and

c) permit an entity to apply the amendments before 
their effective date (early application), but to 
require an entity that applies the amendments 
early to disclose that fact.

Next steps

At a future meeting, the Board will review the due 
process steps carried out on this project; decide 
whether to give staff permission to begin the 
balloting process; and select an effective date for the 
amendments.

Disclosure Initiative - Targeted Standards 
- level Review of Disclosures
The International Accounting Standards Board met 
on 24 July 2019 to discuss amendments to the 
disclosure objectives in IAS 19 Employee Benefits.
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IAS 19 disclosure objectives—defined 
benefit plans
The Board tentatively decided to include a high-level, 
catch-all disclosure objective in IAS 19 for defined 
benefit plans. Such an objective would, among other 
things, address aggregation and disaggregation of 
information provided to meet the specific disclosure 
objectives. 

These objectives would require an entity to 
disclose information that enables users of financial 
statements to:

i) understand the amounts and components of 
those amounts, in the entity’s statements of 
financial performance, financial position and cash 
flows arising from its defined benefit plans. 

ii) understand the: 

a) nature of the benefits provided by the entity’s 
defined benefit plans;

b) nature and extent of risks, in particular the 
investment risks, to which those plan(s) 
expose the entity; and

c) the entity’s strategies for managing the plan(s) 
and associated risks.

iii) understand the expected future cash flows 
resulting from the defined benefit obligation and 
the nature of those cash flows. 

vi) understand the time period over which payments 
will continue to be made to members of plans 
that are closed to new members and for which 
the entity still has an obligation. 

v) understand the significant actuarial assumptions 
used in determining the defined benefit obligation. 

vi) understand the drivers of changes in the net 
defined benefit liability or asset from the 
beginning of a reporting period to the end of that 
period. 

Other user information needs
The Board tentatively decided not to develop specific 
disclosure objectives to address the information 
needs of users of financial statements about:

a) alternative defined benefit plan valuations to 
those required by IAS 19. 

b)  sensitivity of the defined benefit obligation to 
different assumptions.

c)  the forecasting of future defined benefit 
obligations. 

IAS 19 disclosure objectives—employee 
benefits other than defined benefit plans

The Board tentatively decided to include a high-level, 
catch-all disclosure objective in IAS 19 requiring an 

entity to disclose information that enables users 
of financial statements to understand how defined 
contribution plans affect the entity’s statements of 
financial performance and cash flows.

Multi-employer and group plans :

The Board tentatively decided that an entity that 
accounts:

a) for its multi-employer or group plan as a defined 
benefit plan should comply with the disclosure 
objectives for defined benefit plans. 

b) for its multi-employer plan as a defined 
contribution plan should comply with the 
disclosure objective for defined contribution 
plans. 

The Board tentatively decided that an entity that 
accounts for its share of a defined benefit multi-
employer plan or group plan as if it were a defined 
contribution plan should comply with:

a) the disclosure objective for defined contribution 
plans; and

b) a specific disclosure objective to disclose 
information that enables users of financial 
statements to understand the: 

i) nature of the benefits provided by its defined 
benefit plans;

ii) nature and extent of risks, in particular the 
investment risks, to which those plan(s) 
expose the entity; and

iii) entity’s strategies for managing the plan(s) 
and associated risks.

Other employee benefits :

The Board tentatively decided to include a high-
level, catch-all disclosure objective in IAS 19. Such 
an objective would require an entity to disclose 
information that enables users of financial statements 
to understand:

a)  the nature of termination benefits and other 
long-term employee benefits; and

b) how those benefits affect the entity’s statements 
of financial performance, financial position and 
cash flows.

The Board tentatively decided to include a high-level, 
catch-all disclosure objective in IAS 19 requiring an 
entity to disclose information that enables users of 
financial statements to understand how short-term 
employee benefits affect the entity’s statements of 
financial performance and cash flows. 
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UPDATE ON
Dhaka Stock Market

The Journal is running a series of updates on Dhaka Stock Market. In this issue 
of  THE COST & MANAGEMENT,  A K M Shahidul Kirmany ACMA(UK), 
CGMA, FCMA has given a reflection of relevant changes and updates on 
the Dhaka Stock Market. The analysis of the Dhaka Stock Market has been 
done considering the period from May 1, 2019 to June 30, 2019. Mr. Kirmany 
is presently working with the VIPB Asset Management Company Limited as 
Chief Operating Officer.

Macro-economy Update

Monetary Policy

Bangladesh Bank (BB) has announced the Monetary 
Policy Stance (MPS) for entire FY20 (July’19-Jun’20) 
on 31 Jul’19. This is the first MPS that spans across 
an entire fiscal year instead of previous half-yearly 
frequency. Targets for key monetary aggregates 
and credit programs have been provided for both 
Dec’19 and Jun’20, to better show the programmed 
trajectory. Even though both Broad money (M2) 
and Domestic credit (DC) have followed markedly 
slower than programmed growth pace (M2: 9.9% 
actual vs. 12.0% program, DC: 12.3% actual vs. 15.9% 
program), BB does not find any reason for much 
worrying as slowdown in M2 and DC growth did 
not hinder the economy in its way to achieving its 
highest ever real GDP growth of 8.13% in FY19, 
much higher than initial target of 7.8%. BB envisions 
a gradual pick up in monetary aggregates; M2 growth 
to reach 11.3% at the end of Dec’19 and then 12.5% 
at the end of Jun’19 from current 9.9% while SC 
growth to reach 14.5% at the end of Dec’19 and 
then 15.9% at the end of Jun’19 from current 12.3%. 
Private sector credit growth is projected to rise 
to 13.2% during 1HFY20 and then to 14.8% during 
2HFY20. Public sector credit growth target has been 

fixed at 25.2% and 24.3% for 1HFY20 and 2HFY20 
respectively. Earlier in the 4QFY19, there has been 
a significant pick-up in government borrowing from 
banking sources that saw public sector credit growth 
to jump to 21.1%, much above program target of 
10.9%. The target for monetary aggregates is set 
with vision to accommodate GDP growth within the 
range of 8.2% & inflation within the range of 5.5% 
for FY20 while taking any change in velocity into 
consideration. BB has kept policy rates un-changed 
(Repo & Reverse-Repo rate at 4.75% and 6.00% 
respectively). Furthermore, reserve requirements 
have also been left unchanged (CRR: 5.5%). 

Current account deficit is expected to decline by 
13.5% to USD 4,574mn (1.7% of GDP) in FY20 from 
USD 5,286mn (1.3% of GDP) in FY19. Even on the 
back of inflationary pressure observed in emerging 
economies from rising interest rates level, inflation 
ceiling has been kept at 5.5%, the same in FY20 
budget. However, BB’s June’19 inflation expectation 
survey reflected a median range of 6.0%-7.0% for 
FY20. BB has mentioned that the outbreak of flood 
in sizeable areas of Bangladesh has left no room for 
letting up in the vigilance of price stability by central 
bank. 
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FY20 Monetary Policy Stance 

Particulars Ceiling for FY20 

Average Inflation 5.50%

Repo rate 6.00%

Reserve repo rate 4.75% 

Private Sector Credit Growth 14.80%

Public Sector Credit Growth 24.30%

Reserve Money Growth 12.00% 

Broad Money Growth 12.50% 

Net Foreign Assets Growth 0.30% 

Current Account Deficit 1.34% 

MPS 2HFY19: Targets vs. Actual 

Particulars 2HFY19 Target 2HFY19 
Actual 

Average Inflation 5.60% 5.47% 

Real GDP growth 7.80% 8.13% 

Repo rate 6.00% 6.00% 

Reserve repo rate 4.75% 4.75% 

Domestic Credit 
Growth 

15.90% 12.30% 

Private Sector Credit 
Growth 

16.50% 11.30% 

Public Sector Credit 
Growth 

10.90% 21.10% 

Reserve Money 
Growth 

7.00% 5.30% 

Broad Money Growth 12.00% 9.90% 

Net Foreign Assets 
Growth 

-3.40% +2.20% 

Current Account 
Deficit 

2.11% 1.70% 

Others

u The government is set to reduce borrowing from 
the country’s banking system for September. The 
Ministry of Finance has set the bank borrowing 
target at over BDT 23.0bn for September. 
According to the calendar, the government may 
take up to BDT 174.0bn as gross borrowing 
from the banking system in the next month 
by issuing treasury bills (T-bills) and bonds. The 
government’s net bank borrowing is set to reach 
BDT 23.4bn by the end of Sep’19. 

u The government plans to construct 12 hi-tech 
parks in the country within next four years. 
Around 30 thousands of youths will be trained 

as skilled IT manpower. 

u The National Board of Revenue has reduced the 
advance income tax on import of raw materials 
for steel manufacturers to BDT 500 per ton 
from BDT 800 per ton to facilitate the growth 
of the sector. 

u Bangladesh Bank allowed MNCs operating in 
Bangladesh to pay interest against short term 
loans taken from their parent companies. Earlier, 
MNCs operating in Bangladesh were not allowed 
paying interest to their parent companies against 
short term loans which they received from 
their mother companies. In setting the interest 
rate, the MNCs having operation in Bangladesh 
would only be allowed to pay interest at the 
rate of the three-month term deposit rate on 
the date of encashment of loan received from 
parent companies. In repayment of principal and 
accrued interest on the maturity, the payable 
amount could be transferred after conversion 
of Taka into the currency of source country at 
the prevailing exchange rate. Such short-term 
interest bearing loan would be admissible for 
maximum three year from the date of inception 
of manufacturing activities by the borrowing 
industrial enterprises. However, such loans could 
be renewed or extended for further periods 
within the applicable period of three years.

u Bangladesh Bank’s operating profits soared to 
BDT 44.6bn in FY19 from BDT 7.9bn in FY19 
due mainly to central bank’s foreign exchange 
transactions in the local market and banks’ 
heavy borrowing from the BB amid liquidity 
crisis in the country’s banking sector. 

Stock Market Updates (July 1, 2019 
to August 31, 2019)

u The benchmark index of Dhaka Stock Exchange 
(DSEX) was down by 6.01% during the period. 
The daily turnover was highest on August 6, 
2019.
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Changes in Indices (July 1, 2019 to August 31, 2019)

Index Open Close Point Change % Change

DSEX     5,421.62   5,095.78 (325.85) -6.01%

DSES     1,244.69   1,183.44 (61.25) -4.92%

DS30     1,929.09  1,800.06 (129.04) -6.69%

DSE Performance (July 1, 2019 to August 31, 2019)

• Top ten gainers and losers in terms of market price from May 1, 2019 to June 30, 2019

Top ten gainer Top ten loser
TICKER GAIN (%) ()()(%) TICKER LOSS (%)

SEMLFBSLGF 79.63 % VFSTDL -42.37%

STANCERAM 67.18% SUNLIFEINS -41.39%

MONNOSTAF 46.68% BIFC -40.38%

SILCOPHL 42.68% ILFSL -40.20%

RECKITTBEN 35.41% FAREASTFIN -34.62%

SINOBANGLA 33.28% PRIMEFIN -28.57%

SEMLIBBLSF 31.51% PREMIERLEA -27.47%

GLAXOSMITH 28.29% PLFSL -26.83%

BEACONPHAR 26.37% UNIONCAP -26.61%

DHAKAINS 24.48% EBL1STMF -25.35%

u The High Court declared legal the imposition of a BDT 300.0mn fine on mobile operator Grameenphone 
by the BTRC for providing broadband internet services. The HC in its verdict observed that GP 
committed a criminal offence by running broadband services in violation of the telecom law.

u  Most stock brokers have been incurring losses for many years owing to low turnover in the market 
and a lack of product diversity. This led many stock brokers to lay off many of their executives to cut 
cost during the years while the remuneration of the officials has not increased significantly. The top 100 
brokers are logging profits whereas at least 150 stock brokers are incurring loss, according to a top 
official of a stock broker. 

u  The Dhaka Stock Exchange has backtracked on its decision to form a separate category for companies in 
which directors do not hold jointly 30.0% of shares in violation of the rules. The stock market regulator, 
Bangladesh Securities and Exchange Commission, on May 21 gave the go-ahead to the country’s two 
stock exchanges — the DSE and the CSE, for forming a separate category after receiving proposal from 
the DSE. According to DSE officials, said DSE itself does not want to form a separate category as it has 
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realized that formation of a separate category 
for such companies is impractical and costly.

u  LR Global Bangladesh Asset Management 
Company has decided to extend the tenure 
of its six closed-end mutual funds for another 
10 years. The six are LR Global Bangladesh 
Mutual Fund One, NCCBL Mutual Fund-1, 
AIBL 1st Islamic Mutual Fund, MBL 1st Mutual 
Fund, Green Delta Mutual Fund and DBH First 
Mutual Fund.

u  Almost one year has elapsed since a Chinese 
Consortium bought 25% stake of Dhaka Stock 
Exchange buy the strategic partnership is yet 
to bear fruit. Stock investor were expecting of 
an electronic information disclosure platform, 
where the listed companies’ corporate 
information, simple analytical tools, interactive 
question and answer facility, and online 
complaint portal. The Consortium had also 
agreed to provide matching engine, surveillance 
software, and extensive business reporting 
language. However, Chinese consortium has 
only translated their software into English, 
which DSE is evaluating whether DSE requires 
it or not.

u  The Cabinet approved the draft of “Bangladesh 
Road Transport Corporation Bill, 2009” to 
offload 49.00% share in the capital market. The 
authorized capital of the corporation under 
the existing law is only BDT 60.00mn, but in 
the proposed law, it has been increased to BDT 
10.00bn.

u  The Bangladesh Inland Water Transport 
Authority Employees’ Pension Fund had parked 
BDT 170mn as fixed deposit with the Motijheel 
branch of Padma Bank on June 28 last year. The 
deposit matured this year however Padma 
Bank has been unable to honor their request. 

u  The representative of state-owned Investment 
Corporation of Bangladesh (ICB) has resigned 
from the board of listed company Advanced 
Chemical Industries (ACI) Limited as its 
subsidiary ‘Shwapno’, a chain super shop brand, 
has been incurring huge losses. The super 
shop has been running at a loss since its 
inception in 2008. In the 2017-18 fiscal year, 
‘Shwapno’ incurred a loss of BDT 1.4bn, and 
its accumulated loss in the year stood at BDT 
8.9bn.  

Disclaimer :

Investing involves risk. The value of an investment and 
the income from it will fluctuate and investors may 
not get back the principal invested. Past performance 
is not indicative of future performance. It is for 
informational purposes only. This document does not 
constitute investment advice or a recommendation 
to buy, sell or hold any security and shall not be 
deemed an offer to sell or a solicitation of an offer 
to buy any security.

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

Sources of the information:

l Website of Dhaka Stock Exchange

l Website of Ministry of Finance

l Website of Bangladesh Bank

l The Daily Financial Express

l The Daily Star

l The Daily New Age 

l Research reports of Brokerages
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UMME SADIA is a Business Level student of ICMAB. Her 
Home district is Khulna. Currently she is studying BBA at 
East West University. She has completed her HSC & SSC 

from Cantonment Public School & College, Jahanabad, Khulna. During her education life she was involved 
with many social and cultural activities.

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

World
CMA Students’

Why do you pursue CMA education of ICMAB?

My passion is to be an efficient, quotable and confident 
professional accountant. In order to fulfill my dream 
I need a professional degree. Then I found ICMAB, a 
unique institute which has every facility to meet and 
solve the problem of a passionate student. Though I was 
a student of science background, ICMAB has opened a 
mysterious Pandora’s Box for me. It‘s like paddling a 
boat in a sea with full of glorious treasures. One famous 
quote that inspires me is “Dream is not what you see 
in sleep, it’s the thing which doesn’t let you sleep” [A 
P J Abdul Kalam]. So I did not wait for tomorrow and 
I decided to get myself admitted in ICMAB after HSC. 
The journey of my professional study has been started 
In January 2018 from Knowledge Level.

How do you make comparison between CMA 
education & other Academic Qualification?

Basically, academic education is mostly theoretical. 
To be a Business Leader we should not only look at 
the aspects of traditional education system, but also 
we should realize the importance of professional 
education. A CMA’s role is geared towards assessing 
business possibilities and has the strategic insight to 
assess risk and make vital business decisions based on 
robust understanding of the business environment. 
Cost and Management Accountants are typically 
qualified to engage in a wide variety of business.

If you dream to be a business leader then CMA is for 
you and this is designed according to global pattern. 
It will open the door for you to be affiliated with 
International professional accounting bodies like CIMA 
(UK), ACCA, ICAEW, CPA (AICPA) and many others.

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

As a student of Khulna Branch, I feel that there are 
not enough facilities like those get in Dhaka Branch. 
But at the same time I want to say that in this modern 
technological world it does not matter which branch 
you belong to. Besides facilities, sometimes I face some 
challenges. These are:

1. There is only night shift class so that it is quite difficult 
for female students to attend all the classes. There is 
no common room for girls which creates problem 
for those who stay all day long in library for study. 

2. There is not enough IT training facilities 
which is most important in today’s world. So 
like many other students, I am not getting 
enough IT related training from ICMAB.  

3. In a modern era soft skills are very important for 
all students. It helps a student to be a business 
leader. There are many seminars and training 
sessions arranged but I didn’t find any active clubs 
for skill development of students.

I can’t change the direction of the wind but I can 
adjust my sails to always reach my destination. So, I 
have to cope with these major challenges to prove 
myself here.

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

Definitely, CMA degree will make me more competitive 
in the job market and give me a better chance to find 
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a desired job. Thousands of student in our country are 
completing their graduation from different universities 
but they can’t find a job as per expectation because of 
lack of professional knowledge and experience. I hope, 
by achieving CMA degree we can easily get job in local 
or multinational companies, and fulfill the employer’s 
demand. The world economic forum also forecasted 
that almost 70% of traditional accountant jobs will be 
abolished by 2030, and the Management Accountants’ 
demand will increase day by day. 

What strategies are you following to complete the 
CMA education on time?

There is no shortcut way to pass the exams of ICMAB. 
So I personally think you have to give full concentration 
on study manual and other related reference books. 

You should work smarter not harder. Currently I have 
been preparing myself to compete in Business Level. I 
always prefer first to understand the syllabus fully and 
then go through the books. Other strategies I try to 
follow are:

1. Analyzing the syllabus carefully and also analyzing 
the past question papers. 

2. I always use google for learning more details about 
any issues related to my topics. It helps me a lot to 
understand what I am studying. I also use google 
scholar for gaining deep knowledge about my 
topics. 

3. I always try to follow other successful persons for 
any kind of guidance regarding the CMA studies 
and, 

4. I always try to get a clear concept of every topic 
and try to present the answers of the questions in 
a lucid and succinct way.

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

I feel proud to be a student of ICMAB. This professional 
institution continuously helps me to fulfill my dreams. 
The following issues will make me more thankful to 
ICMAB:

1. ICMAB should provide IT training for the students 
in order to enhance the IT skills and knowledge. 
Now a days it is very necessary for all students of 
ICMAB.

2. ICMAB should arrange more seminar and 
workshop programs which are related to our 
curriculum.

3. ICMAB should improve communication and 
presentation skills of students through English 
Speaking Club.

4. ICMAB should also improve the study system by 
providing its own study materials.

Could you remember any memorable event during 
study at ICMAB?

I have had a breath taking experience in ICMAB when 
my Knowledge level result was published. I was fully 
astonished and surprised, as I completed this level at 
my first attempt. It was a very big day for me. This made 
me more confident and I believe today or tomorrow I 
will reach my destination. I always believe that success 
usually comes to those who are too busy to be looking 
for it.

Do you think the CMA qualification will be able to 
fulfill your aspiration?

Yes, I do believe. CMA is one of the biggest parts of 
my dreams. By completing CMA, I hope to appear as a 
competent player in the competitive job market. It will 
help me to become a business leader for enrolling in 
business world. Truly speaking, CMA is one of the best 
choices I have made in my life for a better career. To 
me, CMA is a global identity that represents me in the 
whole world as a professional accountant. 

Thanks to almighty Allah for making me a part of 
ICMAB family. 
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NEWS
CPD program on “Managing the Cyber Security 
Risks: The Role of Management Accountants”
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) arranged a Continuing Professional 
Development (CPD) Program on “Managing the Cyber Security Risks: The Role of Management Accountants” at 
ICMAB Ruhul Quddus Auditorium, ICMAB Bhaban, Dhaka on July 23, 2019.

Mr. Mustafa Jabbar, Honorable Minister, Ministry of Post, Telecommunication & Information Technology attended 
the program as Chief Guest. Mr. M. Abul Kalam Mazumdar FCMA, President of the Institute presided over the 
Program. 

Mr. Md. Ziaul Karim, Chief Technology Officer, Dhaka Stock Exchange Ltd. presented key note paper. Mr. Mahtab 
Uddin Ahmed FCMA, Managing Director & CEO, Robi Axiata Ltd. was present as Discussant.
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The Minister said the present government is working to ensure cyber security. He emphasized the importance of 
raising awareness among all in this regard.

President ICMAB mentioned that India, Pakistan, Sri Lanka and other regional countries are earning billions 
of dollars through Business Process Outsourcing (BPO). In Bangladesh, where labor cost is one of the lowest, 
outsourcing market is more prospective. Most of the unemployed people are eager to work but they lack proper 
training and opportunities. He also mentioned that the ICMAB students and members are most suitable to do the 
accounting BPO.

Mr. Mahtab Uddin Ahmed FCMA, Managing Director & CEO, Robi Axiata Ltd. discussed about the role the 
management accountants can play in managing cyber security risks.

Mr. Md. Abdur Rahman Khan FCMA, Secretary, ICMAB delivered the welcome speech and Mr. Md. Kausar Alam 
FCMA, Vice-Chairman, Seminar & Conference Committee, ICMAB offered vote of thanks in the program.

A good number of professional CMAs took part in the question & answer session which made the program very 
lively.

ICMAB CPD program on “Implementation of New VAT Act- Changes and Issues” 
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) arranged a Continuing Professional 
Development (CPD) Program on “Implementation of New VAT Act- Changes and Issues” at ICMAB Ruhul Quddus 
Auditorium, ICMAB Bhaban, Dhaka on July 13, 2019.

Mr. Md. Mofizul Islam, Secretary, Ministry of Commerce attended the program as Chief Guest. Mr. M. Abul Kalam 
Mazumdar FCMA, President of the Institute presided over the Program.

Dr. Abdul Mannan Shikder, Member (VAT Policy), National Board of Revenue (NBR) and Mr. Md. Tariq Hassan, 
Second Secretary (VAT), National Board of Revenue (NBR), Government of the People’s Republic of Bangladesh 
took part in the session as key note speakers. Prof. Dr. Swapan Kumar Bala FCMA, Commissioner, Bangladesh 
Securities & Exchange Commission was present as Discussant.
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Mr. Md. Abdur Rahman Khan FCMA, Secretary, ICMAB delivered the welcome speech and Mr. Md. Kausar Alam FCMA, 
Vice-Chairman, Seminar & Conference Committee, ICMAB offered vote of thanks in the program. A good number 
of professional CMAs took part in the discussion session which made the program very participative and insightful.

ICMAB’s CPD program on “Insight to Blockchain and its Application to 
Management Accounting” 
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) organized a Continuing Professional 
Development (CPD) program on “Insight to Blockchain and its Application to Management Accounting” at Hotel 
Golden Tulip-The Grandmark Dhaka on August 06, 2019. Mr. Md. Reazul Karim FCMA, Managing Director & CEO, 
The Premier Bank Limited attended the program as Chief Guest. Mr. M. Abul Kalam Mazumdar FCMA, President 
of the Institute presided over the program.

Dr. Asif Naimur Rashid, Chief Information Officer (CIO), Robi Axiata Limited presented the key note paper on the topic.

Mr. Mohammad Solaimun Rasel, Vice President, Platform Planning & Management, Information Technology, Robi 
Axiata Ltd. and Mr. Mahmudul Haq Parvez, Manager, Platform Management, Information Technology, Robi Axiata 
Ltd were present as Discussants.
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Mr. Md. Abdur Rahman Khan FCMA, Secretary, ICMAB and Chairman, Seminar & Conference Committee, ICMAB 
offered vote of thanks in the program.

ICMAB and Robi to collaborate on digital innovation 
Dhaka, 8 August 2019 : Robi and ICMAB have signed a MoU aiming to collaborate for enhancing the knowledge 
and skills of students of ICMAB in the era of novel digital technologies. Robi’s Chief Enterprise Business Officer, Mr. 
Md. Adil Hossain and ICMAB’s Director, Mr. Nazmus Salehin recently signed the MoU on behalf of their respective 
organizations at the Robi Corporate office located in Gulshan. Robi’s Managing Director and CEO, Mr. Mahtab 
Uddin Ahmed FCMA, ICMAB’s President Mr. M. Abul Kalam Mazumdar FCMA, Vice President Mr. Arif Khan FCMA, 
Council Member Mr. Mohammed Salim FCMA, along with high officials from Robi and ICMAB were present on 
the occasion.

Under the agreement, 
Robi will set up a state-
of-the-art ‘Innovation 
Lab’ in the ICMAB 
campus. Key focus of the 
Lab will be to introduce 
the latest developments 
in data analytics, block 
chain, Internet of Things 
(IoT) technologies for 
the students of ICMAB. 
Besides, the Lab will facilitate the students to come up with innovative digital business ideas to address the 
problems faced by the companies. In order to make the best use of the lab facilities, ICMAB has decided to 
recognize the time spent by the students for learning, project or research work in connection to the usage of 
the lab facilities as credit hours. Students successfully completing the assigned tasks from this lab will be given 
professional certificates. In addition to the setting up of the innovation lab, Robi and ICMAB will explore ways of 
introducing digital solution to modernize the Institute. 

Seminar held at Jagannath University 
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) in collaboration with the Department 
of Accounting & Information Systems (AIS) under the Faculty of Business Studies of Jagannath University organized 
a seminar on “Professional Management Accounting Education in Bangladesh: Implications for the Business 
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Graduates” on Tuesday, July 9, 2019 in the Auditorium of Jagannath University. Professor Dr. Mijanur Rahman, Vice-
Chancellor, Jagannath University was the Chief Guest of the program, Professor Dr. Md. Sawkat Jahangir, Dean, 
Faculty of Business Studies was present in the program as Special Guest while Professor Dr. Leyaket Hossain 
Mahmood, Chairman, Department of Accounting & Information Systems, Faculty of Business Studies of the same 
University chaired the session.

Mr. Jamal Ahmed Choudhury FCMA, Past President and current Chairman of the Education 
Committee of ICMAB, Prof. Mamtaz Uddin Ahmed FCMA, Past President of ICMAB and Dr. Nikhil 
Chandra Shil FCMA, Academic Advisor of ICMAB were present in the occasion as Guests of Honor.  
Professor Dr. Md. Sawkat Jahangir, Dean, Faculty of Business Studies delivered the address of welcome. He discussed 
about the necessity of professional degrees in addition to academic degrees for accelerating career success. 

Vice-Chancellor thanked ICMAB for arranging such an important seminar to familiarize students with professional 
courses which will help them in career planning. He mentioned that professional degrees like CMA can help 
accelerate their career growth in future. He said pursuing CMA education is challenging but rewarding. He 
highlighted the role ICMAB is playing in developing skilled human resources in the country which is critical for 
sustainable economic development of the country.

71 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-04, JULY-AUGUST 2019



Prof. Mamtaz Uddin Ahmed FCMA emphasized that if the CMA qualification can be added with the university 
degree, the local and international job markets are easily accessible to them. Brining his personal experiences 
with ICMAB, he has tried to convince the students to pursue cost and management accounting education without 
further delay to keep themselves competent to the head hunters. 

In his speech, Mr. Jamal 
Ahmed Choudhury, 
FCMA appraised the 
education system of 
ICMAB which is globally 
accredited. He said that 
the curriculum of ICMAB 
caters the needs of job 
market and is regularly 
updated to produce 
skilled professionals. 
He has requested 
all not to miss the 
great opportunity of pursuing professional education simultaneously with academic degrees.  
Dr. Nikhil Chandra Shill FCMA presented key note speech on the theme of the seminar. He spoke on the management 
accounting profession in Bangladesh and the pathways to be a global professional accountant with CMA designation. 
After his presentation, floor was opened for all and there were a lively question and answer session.

Professor Dr. Md. Ali Noor, Assistant Professor Muhammad Zahirul Islam FCMA, Assistant Professor Md. Nazmul 
Islam ACMA along with other faculty members of Jagannath University, Mr. Nazmus Salehin, Director (Academic 
Affairs) of ICMAB, Mr. Md. Abdul Maleque, Deputy Director & Head of Education Department was also present 
in the seminar. Around 350 students attended the seminar. The program ended with vote of thanks by Professor 
Dr. Leyaket Hossain Mahmood, Chairman, Department of Accounting & Information Systems, Faculty of Business 
Studies of Jagannath University.

Seminar held at Daffodil International University 
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) in collaboration with the Faculty 
of Business & Entrepreneurship (FBE) of Daffodil International University organized a seminar on “Professional 
Management Accounting Education in Bangladesh: Implications for the Business Graduates” on Wednesday, July 24, 
2019 in the “71 Auditorium” of Daffodil International University.

Professor Dr. Yousuf Mahbubul Islam, Vice Chancellor, Daffodil International University was the Chief Guest of the 
program, Professor Dr. Mohammed Masum Iqbal, Dean, Faculty of Business & Entrepreneurship (FBE) was present 
in the program as Special Guest while Mr. Gouranga Chandra Debnath, Associate Professor and Head, Department 
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of Business Administration, Faculty of Business & Entrepreneurship (FBE) of the same University chaired the 
session. On the other hand, Mr. Jamal Ahmed Choudhury FCMA, Past President and current Chairman of the 
Education Committee of ICMAB, Mr. Mohammed Salim FCMA, Past President of ICMAB and Dr. Nikhil Chandra 
Shil FCMA, Academic Advisor of ICMAB were present in the occasion as Guests of Honor.

Professor Dr. Mohammed Masum Iqbal, Dean, Faculty of Business & Entrepreneurship (FBE) delivered the address 
of welcome. He discussed about the significance of acquiring professional accounting degrees for fast-track career 
growth. He mentioned that professional degrees like CMA can help materialize their career aspirations in future. 
He said qualifying CMA examinations is difficult but gratifying. He highlighted the role of ICMAB in developing 
skilled human resources in the country. 

Vice-Chancellor of Daffodil International University thanked ICMAB for arranging such an important seminar for 
the students. To make the students understand the importance of professionals in any organization, he cited an 
example of his own son who is working in a foreign organization as CFO. He said, organizations don’t do anything 
without consulting with the CFO or other professionals.

In his speech, Mr. Mohammed Salim FCMA emphasized that if the CMA qualification can be added with the university 
degree, the local and international job markets are easily accessible to them. Brining his personal experiences with 
ICMAB, he has tried to convince the students to pursue cost and management accounting education without 
further delay to keep them ahead in the competitive race to become CEO of any company.

Mr. Jamal Ahmed Choudhury, FCMA appraised the education system of ICMAB which is globally accredited. 
He said that the curriculum of ICMAB caters the needs of job market and is regularly updated to produce 
skilled professionals. He has requested all not to miss the great opportunity of pursuing professional education 
simultaneously with academic degrees.

Dr. Nikhil Chandra Shill FCMA presented key note speech on the theme of the seminar. He spoke on the 
management accounting profession in Bangladesh and the pathways to be a global professional accountant with 
CMA designation. After his presentation, floor was opened for all and there were a lively question and answer 
session.

Associate Professor Mr. Ariful Islam along with other faculty members of Daffodil International University, Mr. Rafiqul 
Islam FCMA, Ms. Jannatul Fardaous ACMA, Mr. Nazmus Salehin, Director (Academic Affairs) and Mr. Md. Abdul 
Maleque, Deputy Director & Head of Education Department of ICMAB were also present in the seminar. Around 
200 students attended the seminar. The program ended with vote of thanks by Mr. Gouranga Chandra Debnath, 
Associate Professor and Head, Department of Business Administration, Faculty of Business & Entrepreneurship 
(FBE) of Daffodil International University.
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Seminar held at United International University (UIU) 
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) in collaboration with the School of 
Business & Economics of United International University (UIU) organized a seminar on “Cost and Management 
Accounting Profession in Bangladesh: Creating Leaders for the Corporate World” on Wednesday, July 31, 2019 at 
Multipurpose Hall of United International University (UIU).

Professor Dr. Hasnan Ahmed FCMA, Pro-Vice Chancellor, United International University (UIU) was the Chief 
Guest of the program while Dr. James Bakul Sarkar, Associate Professor and Deputy Director, BBA Program, 
School of Business & Economics of the same University chaired the session. Mr. Jamal Ahmed Choudhury FCMA, 
Past President and current Chairman of the Education Committee of ICMAB, Mr. Mohammed Salim FCMA, Past 
President of ICMAB and Mr. Zillur Rahman FCMA, Deputy General Manager (A&F), Healthcare Pharmaceuticals 
Limited were present in the occasion as Guests of Honor.

Dr. James Bakul Sarkar, Associate Professor and Deputy Director, BBA Program, School of Business & Economics 
of UIU delivered the welcome address. He emphasized the importance of professional degrees besides academic 
degrees for quickly moving up in the career ladder. He recognized all the hard works, motivation and dedication 
that is required to qualify professional degrees like CMA and encouraged his students to embark on the journey 
as soon as possible. 

Mr. Jamal Ahmed Choudhury FCMA appraised the globally accredited education system of ICMAB. He said that 
the curriculum of ICMAB is of parallel quality compared to that of similar professional degrees around the globe. 
It is updated on a regular basis to incorporate the emerging tools and techniques of management accounting used 
by modern corporations. He has requested all to avail the great opportunity of pursuing professional education 
simultaneously with academic degrees. 

Mr. Mohammed Salim FCMA emphasized that the local and international job markets will be easily accessible to 
professional accounting degree holders. Based on his personal experiences with ICMAB, he has tried to motivate 
the students to pursue cost and management accounting education without further delay.
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Pro-Vice Chancellor of United International University Professor Dr. Hasnan Ahmed FCMA thanked ICMAB for 
arranging such an important seminar which is expected to make students familiar with prestigious professional 
courses offered in Bangladesh. 

Mr. Zillur Rahman FCMA, Deputy General Manager (A&F), Healthcare Pharmaceuticals Limited presented key note 
speech on the theme of the seminar. He spoke on the management accounting profession in Bangladesh and the 
pathways to be a global professional accountant with CMA designation. After his presentation, floor was opened 
for all and there were a lively question and answer session.

Along with other faculty members of United International University, Mr. Nazmus Salehin, Director (Academic 
Affairs) and Mr. Md. Abdul Maleque, Deputy Director & Head of Education Department of ICMAB was also present 
in the seminar. Around 150 students attended the seminar. The program ended with vote of thanks by Dr. James 
Bakul Sarkar, Associate Professor and Deputy Director, BBA Program, School of Business & Economics of United 
International University.

ICMAB delegation called on Chairman, BSEC 
A delegation of the Institute of Cost and Management Accountants of Bangladesh (ICMAB) headed by its President 
Mr. M. Abul Kalam Mazumdar FCMA called on Dr. M. Khairul Hossain, Chairman, Bangladesh Securities and Exchange 
Commission (BSEC) at his office on July 24, 2019.

The President mentioned that ICMAB can play effective role in accounting, financial management and corporate 
governance area.
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The BSEC Chairman appreciated ICMAB for their contribution in the business and industrial sectors in the 
country. He also assured all possible help and assistance for the development for enhancement of professional 
bondage between ICMAB and BSEC.

ICMAB delegate consisted of Vice President Mr. Arif Khan FCMA, Past President Mr. Mohammed Salim, FCMA and 
Executive Director Mr. Md. Mahbub Ul Alam FCMA. On the other side Commissioners of SECProfessor Md. Helal Uddin 
Nizami, Prof. Dr. Swapan Kumar Bala FCMA and Khondoker Kamaluzzaman were present during above discussion.

ICMAB President attended the SAFA Board, Assembly, Committees’ Meeting 
& SAFA Seminar at Colombo, Sri Lanka
A five member team headed by President, Mr. M Abul Kalam Mazumdar FCMA attended SAFA Board, Committees’ 
Meetings & Seminar on “Role of Accountants in combating Bribery and Corruption- South Asian Perspective” held 
from July 29 to 30, 2019 at Galadari Hotel, Colombo, Sri Lanka. The Institute of Chartered Accountants of Sri Lanka 
(CA Sri Lanka) organized these meetings & SAFA seminar. 

Among others, Past President Mr. Arif Khan  FCMA attended as Panel Discussant at the seminar on “Role of 
Accountants in combating Bribery and Corruption- South Asian Perspective”; Secretary, ICMAB Mr. Md. Abdur Rahman 
Khan FCMA attended the SAFA Committee for Cooperatives and NPO Sector as Committee Chairman; Council 
Member, ICMAB Mr. Abu Bakar Siddique 
FCMA attended the SAFA Committee 
on Auditing & Accounting Standards and 
Education Committee meeting as Committee 
Member and Council Member, ICMAB Mr. 
Md. Mamunur Rashid FCMA attended the 
SAFA Committee on Auditing Standards and 
Quality Control as Committee Member. All 
the members have also joined the seminar and 
played important role in all the events.
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Touhidul Alam Khan FCMA attended Sustainable Development 

Conference-2019 at Bangkok

Emphasized the role of CMAs in Bangladesh through professional engagement to achieve the SDGs

The three-day International Sustainable Development Conference (SDC-2019) has been concluded on 9th July, 
2019 at Bangkok, Thailand. More than 35 attendees from different countries and territories including Canada, Japan, 
U.S.A and other Asian & African countries participated in the conference. Discussions spanned topics like practical 
measures for implementing the Sustainable Development Goals (SDGs), progress evaluation methodologies, and 
mechanisms for achieving social consensus. Some interesting and innovative theories and models like Sustainable 
Enterprise Theory (SET) and Cognitive Behaviour Therapy (CBT) have been presented in three-day conference 
which has been attracted by the attendees from different countries. Md. Touhidul Alam Khan, FCMA, CSRA has 
given 45-minutes presentation on “Sustainable Development Goals (SDGs): Implementation Status in Bangladesh” 
in the 2nd day of the international conference.  In his presentation, it has been elaborately shown goal-wise 
progress of achievement by Bangladesh: ‘where we are and way forward’ to achieve the target by 2030. 

Regarding the progress and implementation status of SDGs in Bangladesh, Touhidul Alam Khan, Deputy Managing 
Director of Prime Bank Ltd. explained, “Bangladesh together with other world leaders adopted the 2030 Agenda 
for Sustainable Development at the United Nations General Assembly in New York on 25 September 2015. This 
is a global commitment towards a more sustainable, resilient and inclusive development, with 17 Sustainable 
Development Goals (SDGs) and 169 targets.”

As a banker, he has also explained the role of Bangladesh Bank as central bank in achieving SDGs in Bangladesh. As 
central Bank; Bangladesh Bank is playing a vital role to design policy guidelines and programs for stakeholders of 
financial sector of Bangladesh towards implementing the above sustainable development goals. 

 “The Cost & Management Accountants (CMAs) of Bangladesh can play an important role in making the business 
case for pursuing appropriate SDGs, monitoring and evaluating their impact, and ensuring alignment of sustainability 
initiatives with corporate activities. Moreover, CMAs can encourage businesses to meet SDG requirements through 
improved innovation capabilities; emphasize the importance of ethical behavior with professional engagement”- 
CMA Touhidul Alam Khan has underscored in the high profile international conference in his presentation on 
sustainable development, who is representing Bangladesh as speaker as well and member of Scientific Committee 
& member of jury board of this year’s conference.
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Workshop on Internal Audit
Institute arranged a workshop on Internal Audit on August 20, 2019 at ICMAB Annex Bhaban, Nilkhet Dhaka. Mr. 
Hasan Faisal ACMA, Head of Internal Audit, Grameen Phone Ltd conducted the training session as Resource Person. 
29 employees (Officer to above) participated the training session. Employees from branches also participated in 
the workshop.

ICMAB delegation called on Chairman, ACI Group 
A delegation of the Institute of Cost and Management Accountants of Bangladesh (ICMAB) headed by its President 
Mr. M. Abul Kalam Mazumdar FCMA called on Mr. M. Anis Ud Dowla, Chairman, ACI Group at his office on August 
25, 2019. 

The President discussed about possibility of supporting the Group by providing experienced manpower and also 
by providing consultancy service. 

The Chairman appreciated the role of CMAs in economic development of the country and assured to provide full 
co-operation for the development of CMA profession. ICMAB delegate consisted of Past President Mr. Mohammed 
Salim FCMA and Executive Director Md. Mahbub Ul Alam FCMA.
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Cost Audit training in New Delhi, India
Bangladesh is in the process of implementation of Cost Audit in selected listed companies as well as in some 
government owned organizations. In Bangladesh, we are at the promising stage of Cost Audit. In order to implement 
cost accounting systems and records and conduct cost audit, we need to build up capacity of our prospective 
practitioners. Hands on practical training can certainly help in implementing Cost Audit.

India is the pioneer in Cost Audit since its provision was made in the Companies Act, 1956. At present almost all the 
manufacturing corporate and public sector companies are under the coverage of Cost Audit in India. The economic 
development in India has been fueled by the cost competitiveness achieved mainly due to implementation of cost 
audit.

Keeping the matter in concern, the Institute had arranged one such intense training program on Cost Audit for 
first batch of 20 CMAs for one week in New Delhi, India from August 3 to August 8, 2019. Mr. Md. Mahbub Ul 
Alam FCMA, Executive Director of the Institute was assigned as chief coordinator of this first ever foreign training 
for ICMAB members. The title of the training was Practical Exposure to Cost Audit - Maintenance of 
Cost Records, Information Analysis and Preparation of Cost Audit Report thereof. The training had 
been arranged with the direct assistance of Institute of Cost Accountants of India through their experienced 
practitioners. 

The training details are as follows:

Day Session Topic

Day 1 Technical Session I Inauguration & Introduction of Cost Records and Audit.

Day 2 Technical Session II Cost Accounting Standards and Cost Auditing Standards. 
Maintenance of Cost Records.

Day 3 Industry and Corporate Office Visit Knit and Woven Textile - Information collection, Analysis and 
Preparation of Report.

Day 4 Industry and Corporate Office Visit Chemical and Fertilizer - Information collection, Analysis and 
Preparation of Report.

Day 5 Industry and Corporate Office Visit Pharmaceuticals - Information collection, Analysis and 
Preparation of Report.

Day 6 Technical Session III Review and Wrap up session.
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Workshop on “Performing Holy Hajj - A Practical Approach”

The Dhaka Branch Council (DBC) of the ICMAB organized a Workshop on “Performing Holy Hajj -  A Practical 
Approach”  on July 04, 2018 at Annex Building, ICMAB Bhaban, Nilkhet, Dhaka. The Program was presided over 
by DBC Chairman Mr. Md. Abdus Satter Sarkar FCA, 
FCMA. Mr. G. M. Omar Faruque Chowdhury FCMA, CFO 
& Company Secretary, Elite Paint Group was present 
as Session Chairman. Mr. Md. Nurul Amin FCMA, Islami 
discussant was present as commentator. Mufti Junaid 
Kasemi, Sr. Muhaddis-Jamia Islamia Baitus Salam Madrasa, 
Secretary (Education)-Jamia Islamia Rowzatul Uloom, 
Mirpur, Khatib-Nababgonj Boro Masjid, Lalbagh, and 
Chief Imam-Gausul Azam Jame Masjid, Uttara, Dhaka 
was present as the key Resource Person. Among others 
Institute’s Past President of ICMAB, Past Chairmen, 
current office bearers and other council members of 
DBC and a large number of fellow and associate members of ICMAB were present and actively participated in the 
program. DBC Treasurer Mr. Muhammad Nazrul Islam FCMA gave the welcome address. DBC Councilor Mr. Safiul 
Azam FCMA nicely conducted the session.

Certificate Course on Income Tax Management, Module-6 

The Dhaka Branch Council (DBC) of the ICMAB organized a “Certificate Course on Income Tax Management 
“International Taxes in the ITO, 1984” Module-6 on July 18, 2019 at ICMAB Annex Building, ICMAB Bhaban, Nilkhet, 
Dhaka. The Program was presided over by DBC Chairman Mr. Md. Abdus Satter Sarkar FCA, FCMA. Mr. A.S.M. 

Shaykhul Islam FCMA, CEO 
In-Charge & CFO, Rupayan 
Group was present as the 
Session Chairman. Mr. Hafiz 
Al Asad, Joint Commissioner 
of Taxes, National Board of 
Revenue, was present as the 
key Resource Person. Among 
others Institute’s Past President 
of ICMAB, Past Chairmen, 
current office bearers and 
other council members of 
DBC and a large number of 
fellow and associate members 
of ICMAB were present and 
actively participated in the 
program. Mr. Sudhangsu Kumar 

Saha ACMA, Deputy Commissioner of Taxes (DCT), National Board of Revenue and Council Member of DBC 
offered welcome address and introduced the resource person. Mr. Md. Bakhtiar Alam FCMA, Vice-Chairman of 
DBC offered vote of thanks. Mr. Mannan Bapari ACMA nicely conducted the session.

B R A N C H
COUNCILS

DBC News
activities
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BRANCH COUNCILS activities DBC News
Reception to the Newly Qualified CMAs

The Dhaka Branch Council (DBC) of the Institute organized a reception program for the newly qualified Cost and 
Management Accountants (qualified in April, 2019 Exam) on July 25, 2019 at ICMAB Ruhul Quddus Auditorium, 
ICMAB Bhaban, Nilkhet, Dhaka. Mr. Md. Abdus Satter Sarkar FCMA, Chairman of DBC presided over the program. 
Mr. M. Abul Kalam Mazumdar FCMA, President of ICMAB was present as the Guest. In the CMA April 2019 Exam 

26 CMAs were qualified and attended the program along with their family members. They also spoke of the 
hindrances in achieving the final success. They were awarded a memento and a small DBC souvenir as a token of 
recognition on behalf of DBC by the Institute’s President. Dr. Syed Abdulla Al Mamun FCMA, Secretary of DBC & 
resource gave person the welcome address and presented a paper on CMA education and profession. DBC Vice-
Chairman Mr. Md. Bakhtiar Alam FCMA, offered vote of thanks. Mr. Mohammad Mahbubur Rahman FCMA (F-0746) 
nicely conducted the session.

DBC’s Training Program on “Income Tax, VAT & Customs” held 

Six-day long training programs on “Income Tax, VAT & Customs” were organized by the DBC at ICMAB Bhaban, 
Nilkhet, Dhaka on July 25-30, 2019. The program was presided over by DBC Chairman Mr. Md. Abdus Satter 

Sarkar FCA, FCMA. 
The program was 
moderated by Mr. 
Jayanta Kumar Podder 
FCMA. Resource 
persons of the program 
was Mr. Ranjan Kumar 
Bhowmik FCMA, 
Commissioner of 
Taxes, NBR, GOB. Mr. 
Iqtiaruddin Md. Mamun 
FCMA, Additional 
Commissioner of 
Taxes, NBR, Mr. 
A. K. M. Mahbubur 
Rahman, Additional 
Commissioner, NBR, 
Dr. Abdul Mannan 
Shikder, Member (Vat 

Policy), NBR, GOB. Mr. ABM Shafiqur Rahman,1st Secretary (Customs Policy), NBR, GOB. Mr. Sudhangsu Kumar 
Saha, ACMA, Deputy Commissioner of Taxes (DCT) NBR, GOB, Mr. Md. Fakhrul Alam, Commissioner, Customs, 
Excise & VAT. NBR, GOB, Mr. Mr. Omar Mobin Deputy Commissioner, Customs, Excise & VAT, NBR, GOB. Large 
number corporate executives including ICMAB members attended the training program.
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DBC workshop on “The Changes of Income Tax laws in Finance Act 2019”
The Dhaka Branch Council (DBC) of the ICMAB organized a workshop on “The Changes of Income Tax Laws 
in Finance Act 2019” on August 04, 2019 at ICMAB Annex Building, ICMAB Bhaban, Nilkhet, Dhaka. The 
Program was presided over by DBC Secretary Dr. Syed Abdulla Al Mamun FCMA. Mr. Bazlul Kabir Bhuiyan, 
Commissioner of Taxes, NBR was present as 
the Chief Guest. Mr. Mohd. Mazharul Haque 
Bhuiyan, Second Secretary, Tax Policy, NBR, 
was present as the special guest.  Mr. Sudhangsu 
Kumar Saha ACMA, Deputy Commissioner of 
Taxes (DCT), National Board of Revenue and 
Council Member of DBC was present as the key 
Resource Person. Among others Institute’s Past 
President of ICMAB, Past Chairmen, current 
office bearers and other council members of DBC and a large number of fellow and associate members of ICMAB 
were present and actively participated in the program. Mr. Safiul Azam FCMA, council member of DBC offered 
vote of thanks. Mr. Rana Protap Ghosh FCMA nicely conducted the session.

DBC Regional Professional Development Program at Uttara, Dhaka.
The Dhaka Branch Council (DBC) of the ICMAB organized DBC Regional Professional Development Program 
at The Artisan, Uttara, Dhaka. The Program was presided over by DBC Chairman Mr. Md. Abdus Satter Sarkar 
FCA, FCMA. Mr. Md. Hashim Reza FCMA, General Manager & Company Secretary, Bata Shoe Co. (Bangladesh) 
Ltd. was present as the Chief Guest. Dr. Syed Abdulla Al Mamun, 
Secretary of DBC, Mr. Mannan Bapari ACMA & Mr. Sudhangsu 
Kuamr Saha ACMA, Council member of DBC and Deputy 
Commissioner of Taxes, NBR were present as the key resource 
persons respectively.  Among others Institute’s Past Chairmen, 
current office bearers and other council members of DBC and 
a large number of fellow and associate members were present 
and actively participated in the program. Mr. Md. Bakhtiar Alam 
FCMA, Vice-Chairman of DBC offered welcome address and 
nicely conducted the program. Mr. Safiul Azam FCMA, Council 
member of DBC offered vote of thanks. 

Leadership Development Program: “Emotional Intelligence for Finance 
Professionals”
The Dhaka Branch Council (DBC) of the ICMAB organized Leadership Development Program: “Emotional 
Intelligence for Finance Professionals” for ICMAB Members on August 27, 2019 at ICMAB Ruhul Quddus 
Auditorium, Nilkhet, Dhaka. The Program was presided over by DBC Vice-Chairman Mr. Md. Bakhtiar Alam FCMA. 
Mr. Tanvir Haider Chaudhury, Chief Executive Officer, Kazi Food Industries Ltd. was present as the Chief Guest. Mr. 

Md. Ali Haider Chowdhury FCMA, Director & 
CEO, Unicom Group was present as the Special 
Guest. Mr. S. M. Arifuzzaman, Associate Professor 
and Head of School of Business at Canadian 
University of Bangladesh was present as the 
resource person. A large number of fellow & 
associate members and Students of ICMAB were 
present and actively participated in the program. 
Dr. Syed Abdulla Al Mamun FCMA, Secretary 
of DBC gave welcome address. Mr. Safiul Azam 
FCMA, council member of DBC offered vote of 
thanks. Mr. Shohag Al Mamun ACMA (A-1361) 
nicely conducted the program. 

BRANCH COUNCILS activities DBC News

82 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-04, JULY-AUGUST 2019



Career Plan “A pathway for becoming a practicing CMA”.

Chattogram Branch Council of the Institute of Cost & Management Accountants of Bangladesh and AUDII Cost, 
Chattogram Branch  organized a CPD program on Career Plan “A pathway for becoming a practicing CMA” on 
6th July, 2019 at CMA Bhaban, Chattogram.

Mr. Md. Moazzam Haider, FCMA, Chairman, Chattogram Branch Council of ICMAB presided over the Program 
while Mr. Md. Salamat Ullah FCMA, Project Director, Bengal Synthetic Fibers Ltd. (A unit of Salim & Brothers) 
was present as Chief Guest. Mr. Mohammad Shaheed, FCA, FCMA Managing Partner, AUDII Cost, Chattogram 
& Partner, Khan Wahab Shafique Rahman & Co., Chartered Accountants, Chattogram presented the paper. A 
large number of student, Fellow and Associate Members of ICMAB Chattogram region attended the program.

Workshop on “New VAT Act and its Implementation” 
Chattogram Branch Council of the Institute of Cost and Management Accountants of Bangladesh organized a 
day-long Workshop on “New VAT Act and its Implementation” at Ambrosia, Agrabad, Chattogram on July 19, 2019.

Mr. Moazzam Haider, FCMA, Chairman, 
Chattogram Branch Council presided over 
the program, delivered the welcome address, 
and mentioned the history of VAT Act and also 
focused on the importance of it in the current 
situation. 

Mr. Md. Shaifur Rahman Mazumdar FCA, 
FCMA, Former Managing Director, Chittagong 
Stock Exchange Ltd. was the Session Chairman 
while Mr. Md. Mashiur Rahaman, ACMA, Joint 
Commissioner, National Board of Revenue 
(NBR), Dhaka, and Mr. Md. Tariq Hassan, 
Second Secretary (VAT Policy), National Board 
of Revenue (NBR), Dhaka were the resource 
persons of the program.  The session chairman 
requested all for conforming the application 
of New VAT Act in Company’s operation. He 

mentioned Professional Accountants can play a significant role in this regard. He thanked CBC for organizing such 
an important workshop. CFOs and Senior Executives of various corporations, industries & corporate houses and 
a good number of Fellow & Associate members and senior students of ICMAB, Chattogram Branch participated in 
this Workshop. The whole program was conducted by Mr. Shahidul Hoque FCMA Secretary, CBC & Vote of thanks 
was given by Mr. Wahid Ullah, ACMA, Treasurer, CBC.

B R A N C H
COUNCILS

CBC News
activities
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BRANCH COUNCILS activities CBC News
Special Classes on FIM, SMA & AFA-II at Chattogram Branch of ICMAB.

Chattogram Branch Council 
organized special classes on the 
Subjects FIM, SMA & AFA-II by 
the Instructors from Dhaka. They 
conducted day-long special classes 
on the respective subjects.

Students of ICMAB Chattogram Branch who have not qualified on the above subject attended the classes. They 
thanked CBC for arranging special classes.

CPD Program on “Post Budget Discussion on National Budget 2019-20”.
Chattogram Branch Council (CBC) organized CPD Program on “Post Budget Discussion on National Budget 
2019-20” at CMA Bhaban, Agrabad, Chattogram on 26th July, 2019. 

Mr. Md. Moazzam Haider, FCMA Chairman, Chattogram Branch Council of ICMAB presided over the program. 
Mr. Mohammed Mohiuddin FCMA, Managing Director, Island securities Ltd., Chattogram & Past President, ICMA 
Bangladesh were present in the program as 
session Chairman. Key note speaker of the 
program was Mr. Md. Abdur Rahman Khan, 
FCMA, Joint Secretary, Finance Division, Ministry 
of Finance, GoB & Secretary, ICMA Bangladesh.

The Chairman, CBC in his welcome address 
briefly praised the various features of National 
Budget 2019-20. In his speech, the session 
Chairman requested NBR to take necessary 
preparation and action to remove all the 
bottlenecks for implementing this huge budget. A large number of Fellow & Associate members and students 
of ICMAB Chattogram branch were present in the program. The whole program was nicely conducted by CBC 
Secretary, Mr. Shahidul Hoque, FCMA and Mr. Mohammed Mozammel Hossain, FCMA, Vice Chairman, CBC offered 
the vote of thanks to the audience.

Seminar at University of Chittagong held on 28th July, 2019.
The Institute of Cost and Management Accountants of Bangladesh (ICMAB) and Accounting Communication Club, 
University of Chittagong organized a seminar on “Professional Cost & Management Accountancy: Glorious Career 
for the Business Graduates” on Sunday, July 28, 2019 at the auditorium of Business Administration Faculty of 
University of Chittagong. Professor Dr. Shirin Akhter, Vice-Chancellor, University of Chittagong was present as 
Chief Guest while Mr. Md. Moazzam Haider, FCMA, Chairman, Chattogram Branch Council, ICMAB delivered the 
welcome speech.

Vice-Chancellor thanked ICMAB 
and Accounting Communication 
Club, University of Chittagong 
for arranging a timely suited 
seminar to develop skilled human 
resources in our country. She 
express that to survive in this 
competitive world highly skilled 
manpower with strong moral, 

patriotism is required. She also stated that our young generation is very talented with unbound possibilities. 
The Vice-Chancellor opined that this seminar will play a vital role to convert the young generation with proper 
education in order to operate business efficiently. 
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BRANCH COUNCILS activities CBC News
Special Guests were Professor Dr. A.F.M Aowrangazab, Dean, Faculty of Business Administration, and Professor 
Dr. Ahamad Salahuddin, Chairman, Department of Accounting, University of Chittagong. They said that there is a 
scarcity of professional accountant in comparison to demand in our country. Professional accountants are playing 
important role in the economic development of our country. They also said that if the talented students of 
universities enter into this profession, the scenario of the professional accountant will be changed.

Mr. Zillur Rahman, FCMA, Deputy General Manager (F & A), Healthcare Pharmaceuticals Ltd.  and Dr. Md. Musfiqur 
Rahman, FCMA, Consultant, Technical Affairs, ICMA Bangladesh & Associate Professor, Department of Accounting 
& Information Systems, University of Dhaka made a  presentation on the pathways of how to become Professional 
Cost and Management Accountants. Honorable teachers & around 500 students of the University of Chittagong 
and the members of ICMAB were present on the occasion. The program was ended up with thanks by Mr. Rakibul 
Islam Mysan, ACMA, Assistant Professor, University of Chittagong.

Seminar at Agrabad Mohila College, Chattogram. 
Chattogram Branch Council organized a seminar on “Professional Cost & Management Accountancy: Glorious 
Career for the College Students” on Wednesday, 31st July, 2019 at the Auditorium of Agrabad Mohila College, CDA 
R/A, Chattogram. Mr. Krishna Kumar Datta, Principal, Agrabad Mohila College, Chattogram attended the program 
as Chief Guest. Mr. Md. Moazzam Haider, FCMA, Chairman, Chattogram Branch Council, ICMAB was the special 
guest and delivered the welcome address.

The principal thanked ICMAB for arranging a timely suited seminar to develop skilled human resources in our 
country and expressed that to survive in this competitive world higher skill is required. 

The paper on the topic was presented by Mr. Wahid Ullah, ACMA, General Manager (A & F), Clifton Group of 
Companies & Treasurer, ICMAB, Chattogram Branch Council.

Teachers & more than 700 students of Agrabad Mohila College, Chattogram attended the program. 

Open discussion program on “Amendment of Company Law”.

Chattogram Branch Council (CBC) organized open discussion program on “Amendment of Company Law-1984” 
at CMA Bhaban, Agrabad, Chattogram on 30th July, 2019. Mr. Md. Moazzam Haider, FCMA Chairman, Chattogram 
Branch Council presided over the program. 
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Mr. Md. Sahifur Rahman Mazumdar, FCA, FCMA, Former Managing Director, Chittagong Stock Exchange Ltd. 
was present in the program as Session Chairman.  A large number of Fellow & Associate members of ICMAB 
Chattogram region participated in the program.

Workshop on “Soft Skills Development: Learn, Adapt and Accelerate.”

Chattogram Branch Council organized a workshop on “Soft Skills Development: Learn, Adapt and Accelerate” at 
CMA Bhaban, Agrabad, Chattogram.

Mr. Md. Moazzam Haider, FCMA, Chairman, Chattogram Branch Council presided over the Program. 
Mr. Mohammed Mohiuddin, FCMA, Managing Director, Island Securities Ltd., and Past President, ICMA 
Bangladesh was present as Session Chairman while Mr. Md. Abdus Sattar Sarkar FCMA, FCA, Chairman, 

Dhaka Brunch Council (DBC) was present as Guest of Honor. Mr. Md. Touhidul Islam khan, FCMA, CSRA, 
Deputy Managing Director & Chief Business Officer, Prime Bank Ltd. was present as Course Director.    

The Paper presenter described about “Soft Skills” development in details. He also explained how our Professional 
Accountants can play a significant role in this regard. The Guest of Honor thanked CBC for organizing such a timely 
suited program to update its members.  

A large number of Fellow & Associate 
Members and Students of ICMAB of 
Chattogram Branch participated in the 
program. The whole program was nicely 
conducted by Mr. Wahid Ullah ACMA, 
Treasurer CBC. Vote of thanks was 
offered by Mr. Mohammed Mozammel 
Hossain, FCMA, Vice-Chairman, CBC.

BRANCH COUNCILS activities CBC News
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BRANCH COUNCILS activities KBC News
Discussion Session on CMA Profession at Azam Khan Govt. Commerce College, 
Khulna

Three (3) discussion sessions on CMA Profession were organized by KBC of ICMAB on July 11, 13 & 17, 2019 at 
Marketing, Accounting and Finance Department of Azam Khan Govt. Commerce College, Khulna respectively to 
motivate the students regarding the value and need of CMA Profession at home and abroad. To raise awareness 
and to provide complete knowledge about CMA profession were the main objective of the program. Speakers in 
the program highlighted on the prospects of building career in CMA profession. Chairman of each Department 
i.e. Mr. Zillur Rahman, Chairman, Marketing Department, Prof. Sheikh Ziaul Islam FCMA, Chairman, Accounting 

Department and Dr. Nor-e-Alam, Chairman, Finance Department were present in the sessions as chief guest. The 

sessions were coordinated by Mr. Tarak Chand Dhali, Assistant Professor, Marketing Department of the College. 

Mr. Abdul Motaleb FCMA, Vice Chairman, KBC presented keynote in the sessions. Mr. K. M. Neamul Hoque ACMA, 

Secretary, KBC and Mr. Azizur Rahmam ACMA, Treasurer, KBC and senior fellow member of ICMAB Mr. Ashok 

Kumar Debnath FCMA also spoke on the occasion. More than three hundred students from three Departments 

of the college participated in the programs.    

Day-long Certificate Course on Soft skills development: Learn, adapt and 
accelerate

KBC of ICMAB organized a day long Certificate Course on Soft skills development: Learn, adapt and accelerate on 

August 03, 2019 at CMA Bhaban, Khulna. 
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Fifty nine (59) high and mid-level officials from different Government & semi Government organizations, Bank and 
financial Institutions participated in the training session. Fellow and associate members of ICMAB Khulna Branch 
and a good number of students also participated in the program.

Mr. Md. Touhidul Alam Khan, FCMA, CSRA, Deputy Managing Director & Chief Business Officer of Prime Bank 
Limited conducted the program. Mr. Md. Abdus Satter Sarkar, FCMA, FCA, Chairman of Dhaka Branch Council 
(DBC) attended in the program as guest of honor. 

The program was presided over by Prof. Sheikh Ziaul Islam FCMA, Chairman, Khulna Branch Council (KBC) of 
ICMAB. Mr. Abdul Motaleb FCMA, Vice-Chairman, KBC and Company Secretary of WZPDCL delivered welcome 
speech. 

After completion of the program,  Chairman of KBC and DBC of ICMAB distributed training certificate to the 
participants. The program was concluded by vote of thanks from Mr. K. M. Neamul Hoque ACMA, Secretary of 
KBC.

BRANCH COUNCILS activities KBC News
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The ICMAB Council 2019

Mr.  M. Abul Kalam Mazumdar FCMA
President

Mr.  Mohammed Salim FCMA
Member

Mr.  Abu Bakar Siddique FCMA
Member

Professor Mamtaz Uddin Ahmed FCMA
Member

Mr.  A.K.M.  Delwer Hussain FCMA
Member

Mr.  Arif Khan FCMA
Vice President

Mr.  Md. Abdur Rahman Khan FCMA
Secretary

Prof.  Dr.  Swapan Kumar Bala FCMA
Treasurer

Mr.  Jamal Ahmed Choudhury FCMA
Vice President

Mr.  Md.  Mamunur Rashid FCMA
Member

Mr.  Md.  Munirul Islam FCMA
Member

Kazi Muhammad Ziauddin FCMA
Member

Begum Shamima Yeasmin
Member

Mr. Md. Jalal Uddin
Member

Khondoker Mostafizur Rahman
Member

Dr. Mohammad Mohiuddin
Member

Mr. Abdullah Al Mamun
Member
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